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VISION

FE=

Becoming a global circular

economy solution partner.
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MISSION
(L

To be a global market leader in resources
recycling and environmental protection,
earning a quality return for shareholders
through the provision of quality products
and services, by a group of motivated and
diversified staff force.
EMEMEZENEREEREHEEER KR
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CULTURE
X1t

We are committed to building a long-term and win-win
partnership with our customers including suppliers.

BMERAE R OEHERRLRASIFRELHRERER

We provide a safe workplace and career development
opportunities for our employees.

BMERREIRMHEZ NIRRT AISHEIERZTM-

We are devoted to achieving a quality, stable and continuous
return for our shareholders.

BMERARERISSE - BENFANCER -

We meet our corporate social responsibility by making continuous
contributions to social well-being and environmental protection.
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Our Worldwide
Operations

KPIIEIRERS

Chiho Environmental Group Limited (the “Company”, and together
with its subsidiaries, the “Group” or “Chiho"”) is a listed metal recycling
corporation with operating bases covering three continents including

Asia, Europe and North America in the world.

ASIA zz3
HONG KONG &%

Group Headquarters
EEAEE

A diversified, comprehensive and highly automotive
e-waste recycling centre

Zrn 2EASEBFENEFEDLETL

MAINLAND CHINA AR A B
Beijing b=
Head office of the Mainland China operations

B A B 3 [ A AR I 2R AR

Taizhou &M

Engaged in recycling and trading of metal scraps

REBETBOWRES

A major metal importer and domestic metal trader

ITEERENBKREANERES S

Invested in the construction of end-of-life vehicles and
electric lithium battery recovery projects, of which the first
phase was officially kicked off in September 2022

S EMERERE RENEEMEIWIEE HEHIEE —
HERZZEZ TS H A ERXEE

Yantai &&

Engaged in recycling and domestic trading of metal
scraps, and recycling of waste oil

REBESBOIWKRERES » LUK EEHE

Binzhou &

Joint venture with Honggiao Group, engaging in end-of-

life vehicle dismantling, scrap metals recycling, secondary
aluminium production and electric vehicle lithium batteries
recycling

HRBEENISERE REREERE BETEL
W BAESRE E KRB IIZE MU

Shanghai ti&

Trading hub with focus on import of recycled metals

EINBEZBEONRZZHO
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THAILAND Z=[]

Joint venture with Hidaka Yookoo Enterprises Co. Limited
and Suzuki Shokai Co. Limited, engaging in dismantling of
scrap motors and other mixed scrap metal

EiHidaka Yookoo Enterprises Co. LimitedSzSuzuki Shokai
Co. Limited& 15> W EEEBR K HMEE RS T BIFAE

Ferrous scraps are sold domestically while non-ferrous
scraps are exported to other Asian markets
BEECTECEANHEE MBLEEESBHOEZHM
NS

EUROPE BN
GERMANY 7ZE[E

Operating 88 yards, including joint ventures, covering
South-West, Central and Eastern Germany

SIESSE T (BiEaEh%) BEEEEAmME  PEK
A

Covering full scope of collection, sorting and processing
with all types of equipment including the most advanced
post-shredder material recovery technology

HEEL (BERAENRERYE LN BES
ERWE ~ DI BRIZARTS



Our Worldwide Operations

HFINZIKEFS

CZECH REPUBLIC #E5e £ F0E SLOVENIA Hi/& X Ee
Operating 43 yards mainly situated in northern Bohemia Operating 17 yards
and Prague area EE17ETLS

EX ST - T (Y PAS NI hvd v o HA o H I i
EE T ENFORA R ILER R hiid i@ A94318 5 Well equipped with yard network, transportation assets

and processing capabilities to cover all suppliers (industry
and old scrap)

BofE RIFN TS - ERRE RN IR EUEEEE
HAER (TR R ERE R

Strong non-ferrous operations, including paper and plastic

ROMANIA ZBEED recycling .
ERSBYEE (LEMERBEE) B

With a very strong market share in ferrous market,
covering both old scrap and new scrap market
REBEEDSMETIRREBGER HEEEMNK
HEEKL T %

Operating 40 yards, joint venture with two experienced

local business partners -

BEAOELS R EREEnEERERTs 00 A SR

= Joint venture with steel mill Voestalpine Group, operating
. ) ) o 13 yards with sourcing subsidiary in Hungary

Cover!ng the heavily populated and well industrialised MR EE R TS S0 BN G R

areas in this country BEF AT EE13E T8

BEZEAOREARSEIECRME

o o Market leader for ferrous scrap trading in the country with
Proximity to Turkey enables significant scrap export

strong track record in project business (e.g. power plant

R TEHEE > afREHOEER dismantling)
High non-metals share of sales, including significant Ei&:ﬁi@ﬁ%ﬁ%ﬁ@?ﬁ%%ﬁ@% ERBRIFES
portion of paper and plastics KB EATRER

R (BREASMRRRER) NHERLILS T
POLAND &
Operating 5 yards covering central and southern Poland,
the most industrialised and scrap rich areas
EESMETS BEREIXtEERSHEEYREN
R0 e AR

Covering full scope of collection, sorting and processing
with all types of equipment
REEL SEHERE2ENKE  DEREERT

NORTH AMERICA 153

Divestment of most of the loss-making operations in 2022

ABOBIBEFEN S "FHE

Future focus towards brokerage business
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Financial
Highlights

AT

Six months ended 30 June

BEAAB=THILAEAR

2023 2022 Increase/
—E= == (Decrease)
(Unaudited) (Unaudited) @,
(REEIZ) (REEEZ) CRiZL)
Operating results (HK$M) KEXEG (B8R
Segment revenue 73 BRUR
Asia R 762.5 892.6 (14.6%)
Europe B 8,224.8 10,959.3 (25.0%)
North America 63 4.0 26.9 (85.1%)
Inter-segment sales DB E (169.6) (52.8) (221.2%)
Revenue U &= 8,821.7 11,826.0 (25.4%)
Gross profit EF] 561.3 701.2 (20.0%)
Segment (loss)/profit DER (E518) m Al
Asia R (102.6) (64.0) (60.3%)
Europe BN 337.4 425.7 (20.7%)
North America 6= (5.9) 26.9 (121.9%)
Unallocated K (34.9) 13.5 (358.5%)
Profit before interest A B AR 1B AT F
and tax (EBIT) 194.0 402.1 (51.8%)
Finance costs, net TSR AN B 5B (93.3) (101.0) (7.6%)
Profit before income tax FRETS IR AT & F] 100.7 301.1 (66.6%)
Income tax expense FriSiE~> (50.5) (115.7) (56.4%)
Profit for the period S PAbrng 50.2 185.4 (72.9%)
Earnings per share attributable to Z</A 5] & SR FE1h
shareholders of the Company SREHN (B
(HK$) 0.03 0.12 (75.0%)
Cash generated from operations ‘&E & &2 E A
before changes in working REEBIRR/IRE
capital 353.1 547.3 (35.5%)
Key ratios (%) BB EEER(%)
Gross profit margin EF|=E 6.4 5.9 8.5%
Net profit margin’ AR 0.6 1.7 (64.7%)
EBIT/Revenue BRF) B AR IE A
wmA] W 22 34 (35.3%)
Return on shareholders’ funds? A& B8 & & [o] 7R 22 1.1 43 (74.4%)
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Financial Highlights
MTRE

At At
30 June 2023 31 December 2022
RIEZ=F S Increase/
~B=+H +-HB=+—H (Decrease)
(Unaudited) (Audited) ®m/
(RBERZ) (KR E1Z) CRiZL)
Financial position (HK$M) MR (BE&ET)
Total assets BEME 8,816.4 8,573.0 2.8%
Cash and pledged bank deposits ~ R& KR BIRIBIRITER 6.5 52.3 (87.6%)
Equity attributable to KA B R FEN R
shareholders of the Company 4,958.8 4,824.2 2.8%
Shareholders’ funds per share (HK$) SRRKREEE (BT) 3.01 3.01 0.0%

Revenue (First 6 months) Gross Profit and Gross Profit

Wt (EeEa) Margin (First 6 months)3
EFMKRENE (BMEA)
HK$M HK$M
BEHET BEHET
14,000 1,200 10%
2.0%
12,000 1,000
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10,000
e 6%
8,000 st
. 600 54%
6,000
- -

. 400

4,000
- -
2,000 200
0%
2019 2020 2021 2022 2023 2019 2020 2021 2022 2023
Asia  ® Europe North America Gross Profit
CED BUM BIES EA
—Gross Profit Margin
ESV RS

Net profit margin is calculated as profit attributable to shareholders of the Company L
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 shareholders’ funds.

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

Net Profit/(Loss) and Net Profit/
(Loss) Margin (First 6 months)’
FiaF (§518) Biia (858 X
(H6@EA)

HK$M

BEET
400 3%
2.0%
300 :--‘1._..1..6% 2%
: 1%
200 - 0.6%
[ oo
100  0.0%
5 5 o 1%
0o— i
: 2%
-100 % :
i 3%
-200 y i
- -4%
-300 s &
-4.8%
-400 -6%
2019 2020 2021 2022 2023
Net Profit / (Loss)
P (F518)
— Net Profit / (Loss) Margin
FimA, (F518) =

FFERRRIBEA QB RREMEF G HEE
DEEEtEe

BRERE & O3 X BRI A A B IR R FE AL A1 AR
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I UK R R & B B B 3R 5 2 R 81 55k i i
REBMBRESENF16RBEZZE  EFLL
AR
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Chairman'’s
Statement

ERHRS

In the first half of 2023, global ferrous and non-ferrous metal prices
fluctuated and edged down after experiencing short-term rebound.
Market demand from manufacturers and traders in downstream
industry shrank while commodities prices declined under the influences
of macroeconomic factors such as global economic downturn,
continuous rates hike by the Federal Reserve as well as geopolitical
conflicts. Metal industry, which is highly sensitive to demand and supply
landscape and economic volatilities, also experienced slowdown in
capacity growth. With increasing pressures from demand-side shrinkage
and inflation, Chiho Environmental Group Limited (the “Group” or
“Chiho") recorded lower than expected year-on-year tonnage in metal
scrap. On behalf of the Board of Chiho, | am pleased to present the
unaudited condensed consolidated interim results of the Group for the
six months ended 30 June 2023. In the first six months of 2023, the
Group achieved total tonnage and revenue of 1.9 million tonnes and
HK$8,821.7 million respectively.

In the face of weak recovery on demand side, the Group continued to
deepen its lean management and strengthen its market research efforts
during the first half of 2023. In addition, the Group is committed to
striving for steady progress and preventing operation risks through
project layout coordination in view of the prevailing industry and market
conditions as well as its existing production capacity. In European
market, the Group continued to stabilize the existing business, while
expanding the development opportunities of high growth projects. The
recycling development projects in Hungary and the Czech Republic have
both advanced by phases, thereby laying a solid foundation for the
business expansion layout of the Group in Central Europe. Meanwhile,
the Group also actively invested into the recycling yard development
project in Southeastern Europe, which will further expand our business
networks in the Balkans. In China and East Asia markets, the production
capacity of the joint venture project that has already been put into
operation continued to increase, while significant progress has also
been made in terms of qualification approval and acceptance of projects
under construction.

The Group always puts its emphasis on technologically innovative
thinking, responds to market changes, maintains close coordination and
technological exchanges between upstream and downstream markets,
and continues to promote technological research and development of
resource reuse. In the first half of 2023, the Group cooperated deeply
with the automobile manufacturing circular economy project initiated
by the German automobile manufacturer, and jointly explored with
automobile manufacturers, spare parts processors and universities to
improve the quality of secondary raw materials and intelligent recycling
process for end-of-life vehicle (“ELV") recycling. This project successfully
won the recognition and financial support from the Federal Ministry for
Economic Affairs and Climate Action in Germany.
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REVIEW OF OPERATIONS

In 2023, the European operations were faced with very challenging
economic conditions such as skyrocketed energy prices, weak industrial
supply and demand as well as weakened trade activity. To cope with
these challenges, Chiho continued to implement the Group’s policy of
"solidifying operation fundamentals” amongst its European entities,
and did its best to achieve balance between social costs and production
and operation, thus fulfilling the Group’s policy of dynamically
reducing costs and enhancing efficiency. Based on this, the gross profit
margin for the region increased from 6.5% in 2022 to 7.8% in the
current period. In the first half of the year, the Group's investment
and construction project in Central Europe has made steady progress
and the metal recycling yard development project in Plzen, the Czech
Republic scheduled to be completed in September 2023, which will
add 500,000 tonnes metal recycling to the Group's subsidiaries per year
after completion and put into operation. The Group actively expanded
its Southeastern Europe market and has built two new recycling yards in
the region, which are expected to put into operation during the second
half of 2024. This will further expand the Group’s recycling business in
the Balkans and accelerate the growth of its core business.

At the same time, the Group accelerated the qualification application
for investment projects in the Asian market and strengthened the
research and development in the field of ELV and new energy power
batteries recycling and reuse. Qishun (Zhejiang) Recycling Technology
Co., Ltd., a subsidiary of Chiho located in Zhejiang Province, Taizhou
City, actively carried out detailed preparation work for site hardware,
environmental protection standards, and system specifications, etc.,
thus laying a solid ground for the launch of important production lines
such as the recycling of ELV, the cascade utilisation of electric vehicle
("EV") batteries, and the recycling of waste metals. In addition, the ELV
recycling and dismantling production line of the joint venture project
located in Zouping City, Shandong Province has put into operation
successfully with over 1,500 tonnes of recycled aluminum per month,
which will be increased gradually.

Chairman’s Statement
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Chairman’s Statement

EERE

PROSPECT

The recovery progress of the market in the first half of 2023 was not
as expected with no significant changes in downstream demand, and
the market demonstrated a situation of supply exceeding demand.
However, during the transition period of demand restoration, the
increasing domestic and international policies have also catalyzed
market recovery.

In March 2023, the EU published its latest EU Circular Economy Action
Plan, which aims to accelerate the transformational change required
by European Green Deal, ensuring the introduction of reasonable,
sustainable regulations that maximize the new opportunities offered by
the transition while minimizing the burden on people and businesses.
The European Commission will also pursue further waste reduction
measures, ensuring a well-functioning internal market for high-quality
renewable raw materials in the EU, promote climate neutrality on a
general level, and harness the potential of research, innovation and

digitalization.

In July 2023, the European Commission published a proposal for the
regulation on ELV, which formally sets out measures to enhance the
circularity of the automotive sector (covering the design, production
and end-of-life treatment of vehicles) to ensure that new vehicles are
designed in a way that facilitates their recycling and reuse at the end of
their life cycle. The proposal emphasizes the need to increase the use
of recycled materials in new vehicles by allowing the Commission to set
targets for recycled steel, recycled metals and aluminum based on an
assessment of their added value and feasibility. Meanwhile, the proposal
also aims to increase the quantity, quality and value of materials reused
and recycled from ELV in order to achieve high-quality recycling. This
initiative will accelerate the achievement of the EU’s environmental and
climate objectives and help the EU to address the challenges associated
with the ongoing transformation of the automotive sector.
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In April 2023, the China’s National Standardization Administration and
10 other departments issued the “Guidelines for the Establishment of a
Standard System for Carbon Peak and Carbon Neutrality”, which shows
that by 2025, resource recycling standards will become one of the key
construction elements of a carbon peak and carbon neutral standards
system.

In July 2023, the China National Resources Recycling Association
released the "Industry Development Report of Recycled Resources
of China” (2023). The published data showed that the number of
ELV recycled in China in 2022 was approximately 3,991,000 units,
representing a 32.9% year-on-year increase relative to the 3,002,000
units recycled in 2021. The equivalent weight is approximately
8,207,000 tonnes, representing a 21.0% year-on-year increase. The
report mentioned that the scale of motor vehicle ownership in China
will further expand in view of the country’s economic development
vision for 2035. Driven by the encouragement of elimination and
consumption boost, the renewal and scrapping of old motor vehicles
will continue to accelerate, and it is expected that the number of ELV
in China will continue to maintain a growth trend in 2023. During
the same period, the Ministry of Industry and Information Technology
of China announced that from January to May 2023, China recycled
115,000 tonnes of used power batteries, exceeding the total amount of
last year.

Therefore, from a macro perspective, “circular economy” and
“decarbonization transformation” will continue to be the long-term
needs of all economies. Although the pressure of recession in overseas
economies still exists in the second half of 2023, and weak demand in
the second half of the year is still a reality, market recovery and overall
pick-up will eventually materialize.

In Europe, while stabilizing the existing business, Chiho will continue
to optimize the product structure, innovate production technology, and
provide customers and partners with high-quality recycled raw materials
and high-standard recycling services with more attractive products and
more innovative technologies.
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Chairman’s Statement

EERE

Facing the ever-expanding market size in Asia, especially in the light
of China’s 2060 carbon neutrality target, the recycling industry was
given huge development opportunities. Whether it is new energy
vehicles, green infrastructure or supply chain layout, there will be a lot
of structural growth in the next few decades. Therefore, on one hand,
Chiho will seize the opportunities to open up new markets, find new
growth points and sources of profit. On the other hand, Chiho will
improve its independent research and development capabilities to meet
market demand.

Looking forward to the future, in the face of various challenges and
pressures brought by the global economic environment, Chiho will insist
on making progress while maintaining stability, maintaining strategic
focus, strengthening technological innovation, enhancing development
momentum, and better serving customers and returning to shareholders
with a sustainable and sound business philosophy.

Last but not least, | would like to extend my heartfelt gratitude to
the loyal customers and partners who always trust and support
Chiho's development, and all of our employees for the loyalty, efforts,
professionalism and valuable contributions. | hope you all stay safe and
healthy.

Qin Yongming
Chairman of the Board
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FINANCIAL REVIEW

In the first half of 2023, market demand from manufacturers and
traders in downstream industry shrank while commodities prices
declined under the influences of macroeconomic factors such as global
economic downturn, continuous rates hike by the Federal Reserve as
well as geopolitical conflicts. Metal industry, which is highly sensitive
to demand and supply landscape and economic volatilities, also
experienced slowdown in capacity growth. Global ferrous and non-
ferrous metal prices fluctuated and edged down after experienced
short-term rebound. With increasing pressures from demand-side
shrinkage and inflation, Chiho Environmental Group Limited (the
“Group” or “Chiho") recorded lower than expected year-on-year
tonnage in metal scrap.

The Group sold 1.9 million tonnes of recycled products for the six
months ended 30 June 2023, a 6.0% decrease compared to 2.0 million
tonnes sold in the same period in 2022. Total external revenue for the
first half of 2023 was HK$8,821.7 million, a decrease of 25.4% as
compared to HK$11,826.0 million for the same period last year.

2023
—E-=H

percentage of
total segment

Management Discussion
and Analysis

BIEE w1

175 0lER
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M ASEmEBEREE TR BEEME
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EfREZE 2k RasENECTBER
TRELREREETT -BoRFEEAR
28 (FRERIRES) TRIFRETT

MBEWREE BESBHEEBRLRE
FRHAE R o
FERRBEZE_ZF/A=+HLKE

BEHIOEEBMBLAER B _£F
HREE2 OEBMWRL6.0% N2 =
FE¥F M EBARW TR 758,821, 7B B BT
BEEREEN11,826.08 & AT 125.4%

o

Six months ended 30 June
HEAB=+HLAER
2022
—ECCE
As a As a
percentage of

total segment

HK$M revenue HK$M revenue

a3 E (P illea

BE#ET REMNEAL BBAT RENEDL

Asia M 762.5 8.5% 892.6 7.5%

Europe B 8,224.8 91.5% 10,959.3 92.3%

North America JEEM 4.0 0.0% 26.9 0.2%

Total segment revenue DEUEELEEE 8,991.3 100% 11,878.8 100%
Inter-segment sales NEEHE (169.6) (52.8)
Revenue Wy g 8,821.7 11,826.0

BABREEERAT —S-=Fhmks 11
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Management Discussion and Analysis
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FINANCIAL REVIEW (continued)

A1 75[0lRE ()
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Gross Profit/Margin EHEHE

Gross profit for the first half of 2023 was HK$561.3 million, a decrease
of 20.0% as compared to HK$701.2 million for the same period last
year. The decrease in gross profit was mainly attributable to the increase
in energy prices in Germany and decline in both sales volume and
revenue as a result of weak demand for metals in Europe during the
first half of 2023.

The gross profit margin increased from 5.9% for the first half of
2022 to 6.4% for the first half of 2023. The increase in the gross
profit margin was a result of focusing on high margin businesses and
continuing review and clean up of portfolio.

Interim Report 2023
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Management Discussion and Analysis

FINANCIAL REVIEW (continued)
Operating Expenses

Total operating expenses for the first half of 2023 were HK$484.8
million, a decrease of 7.7% over the same period last year, and as
it has increased to 5.5% (2022: 4.4%).
As a result of transformation initiatives and optimization programs

a percentage of revenue,

implemented in previous years, the Group became continuously lean
and efficient. The decrease in administrative expenses was mainly
attributable to cost reductions related to refinancing activities compared
to the same period last year.

SFEd=RE Y

B4 75[olER (48)
Q«(Mﬁm

NTEC=F FHF KREERETA484.8
BBET REFRBRAI7. 7% BEM
WENEDLE EFAZES 5% (T
4.4%) -HNBEEEBHNEEAE RE
Eh% AERRFEREBEEIEMG
THAELRFERNBREEESHIEEER
BAEREBEMRL -

Six months ended 30 June

BEAAZ+HLRER

2023 2022
—E”= —E”C
As a As a
percentage of percentage of
HK$SM revenue HK$M revenue
U B U & Y
BHE#AT Bt BEET B
Distribution and selling expenses DIERIHERY 23.1 0.3% 24.8 0.2%
Administrative expenses THX 461.7 5.2% 500.4 4.2%
Total fast 484.8 5.5% 525.2 4.4%

Profit Attributable to Shareholders and Earnings Per
Share

Profit attributable to shareholders of the Company for the six months
ended 30 June 2023 was HK$53.2 million, as compared to a profit of
HK$199.5 million for the same period last year.

Basic earnings per share for the first half of 2023 was HK$0.03 as
compared to earnings per share of HK$0.12 in the previous financial
period.

Analysis of Cash Flow from Operations

The Group's cash generated from operations before changes in working
capital for the first half of 2023 was HK$353.1 million, a decrease of
35.5% compared to the first half of 2022 as a result of a decrease in
operating profit. The Group has been carefully managing the working
capital in response to the uncertainties in the market conditions.

IR &G EF R ERER

BE_Z_=_FXA=tHLRER £Q
B R R LEF A53. 28 BB T MEER
HEAN 219958 88T e

TR F E¥FNEREARREN0.03E
7o M E—EHIBRI A S RER0.128T

REEBRELNIREREDN

N CEC=F ¥ AEREEESET
BIREEBEENIREA3BIEERT &
TETTF EHERP35.5% BT R
SRRV AEBR—ERESEEE
B UERTRIREEN -

%

I
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Management Discussion and Analysis

SEEd=REY S

FINANCIAL REVIEW (continued)

Liquidity and Financial Resources

Shareholders’ funds as at 30 June 2023 were HK$4,958.8 million,
an increase of 2.8% from 31 December 2022, and included foreign
exchange losses from the depreciation of foreign currencies, namely
Euro, against Hong Kong dollar over the current period. Shareholders’
funds per share increased from HK$3.01 as at 31 December 2022 to
HK$3.09 as at 30 June 2023.

As at 30 June 2023, the Group had cash, various bank balances and
pledged bank deposits amounting to HK$357.6 million (31 December
2022: HK$766.0 million), used mainly for the repayment of external
borrowings and working capital for the expansion of business
operations.

The current ratio as at 30 June 2023 was 1.34 (31 December 2022:
1.31). 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 potential lenders to refinance the maturing
borrowings.

Total external borrowings as at 30 June 2023 were HK$928.8 million,
a reduction of HK$213.3 million as compared to 31 December 2022.
Such borrowings were mainly utilized for the purchase of mixed recycle
metal and working capital, and denominated in Euro, US Dollar and
Renminbi. Approximately HK$625.2 million (31 December 2022:
HK$935.0 million) of borrowings are at fixed interest rates.

The gearing ratio of the Group as at 30 June 2023 was 10.5% (31
December 2022: 13.3%) which is calculated based on the total
borrowings divided by our total assets.

Interim Report 2023

f175[0lER (&)
RBETRAMBER

A ZE_ZFRB=ZtTH REEEA
4,958 8FERB T R_E__F+_H
=+—HLEF2.8% &R EFEAEREH
W (EZABT) RBTEREEENINE
BEE ERREEEH_TEFE+A
= +—HHB3.01 BT EHAE_SE - =F,\H
=+ HM3.09% T

RIZ-=ZFA=+H AEEFENE
& ZEBITHEGRBIRIFIRTERA3S7.6
BEBAT (CEH#+ZA=+—8":
766.0E ®B7T)  FEMMMEBINIER K
EREERRNEESSER-
RZEZ=_FRA=1+H  "#HtLtE%H1.34
(CEZIZF+ZA=1+—H:1131)  &F
éHHfE.TAHﬁAﬁEJEwL BR AR Emm
NEARBHAaGE EEELRBEEE
A BB RSN ETETEMRE

o
EER

RIZZ=FA=+H I ERERES
928 8EEE I R_IE“F+"A=+—
BHE/AD2133EEBT - ZEEREEZAR
BERECBESBEREEES  WUET
ETRAREE 496252888 (T2
T THE+"H=+—H :935.08887T) B

BRI RE EFEET B o

R_EZ=FAA=Z+H AEENEESE
BLEEA105% (CTE__F+-"A=+—
H :13.3%) > by IR IR E AR ER PR U B EAR
Est&E o



Management Discussion and Analysis

EREsmRIN
FINANCIAL REVIEW (continued) i 75[olRE (8
Working Capital Change BEESEH
Overall, our net operating cycle has improved significantly in the current RS > KM FKSBERNABABELK
period, showing our commitment to improve operating efficiencies. BEXS BRTRARALELZNR
ICho
Inventories as at 30 June 2023 were HK$1,454.1 million (31 December MRIZZEZ=FA=+H > EE#1,454.1

2022: HK$1,323.7 million). The inventory turnover days increase from ﬁ%%m (ZCE &+ ZA=+— EI
25 days for the first half of 2022 to 30 days for the first half of 2023. 1,323.78 & &) - FEBBH&H_

The increase was mainly attributable to a higher magnitude of decrease :ZEEJ:#EEE’JZSfi‘HDE_gi_EJ::F
of cost of sale than that of average inventories during the first half of ~FBI30KR - FEBHAHMBIBMEZAN
2023. ST =F P FHERAN TN EIBELL T

FENTHREESS

Provision for inventories as at 30 June 2023 were HK$46.3 million (31 A ZET=FRA=1TH FEEEARL6S3
December 2022: HK$58.6 million). The decrease of provision was due H&BT(CEZ_F+"HF=+—H 586

to the price volatility toward the end of the first half of 2023. BEEAT - BERDITHR IS =F
FREREENPIE
As at As at
30 June 31 December
2023 2022

RIEZ=F RIBZZH
~NA=+H +=ZB=+—H

Inventories (HK$M) 78 (B8%T) 1,454.1 1,323.7
Average inventories as a percentage of  FHEFEEWEE DL (F1L)
revenue (annualised) 7.9% 7.4%

Six months ended 30 June
BESA=1+HLEAR
2023 2022
——— —— —

—_—=—— _—=——

Turnover days HEHE 30 25

4

=l
B

SREEMARAT —E-=Fhpms 15

I



16

Management Discussion and Analysis

SEEd=REY S

FINANCIAL REVIEW (continued)
Working Capital Change (continued)

Net trade and bills receivables as at 30 June 2023 were HK$1,690.6
million, increased from HK$1,290.5 million as at 31 December 2022.
Debtor turnover days decreased from 32 days for the first half of 2022
to 31 days for the first half of 2023. The higher receivables balance as
at 30 June 2023 was mainly due to timing of sales toward period end.
The Group adopts a tight management on credit exposure.

R 75[olEE (48)
EEEEEE (@)
FESREREEHRIEH-ZE - "F+=4
=+—HmM1,290558BTEMNE—_T "=
EE%\H:+E|E’J1,690.6E%%7z0}?§u&%ﬁ%i
EE%(%_EZ:ELEﬁEE’BZ?Eﬁ’“E
EI-FEYFRNINKR-BE =%
/\)% + B B FEUSRR IE%E%KF’I Z2Diy
THE R ERITAAR - A E BB EE BRI
BIEEE

As at As at

30 June 31 December

2023 2022

RIZZ=F RIZEZZ

~A=+H +ZH=+—H

Trade and bills receivables, net (HK$M) FESREREWTIE (BEET) 1,690.6 1,290.5
Average receivables as a percentage of EHEREIBEG W E B 2L (F1h)

revenue (annualised) 8.4% 7.8%

Six months ended 30 June
BEANB=1tHLN~ER
2023 2022

BEBH

Turnover days

Interim Report 2023



Management Discussion and Analysis

FINANCIAL REVIEW (continued)
Working Capital Change (continued)

Trade and bills payables as at 30 June 2023 were HK$1,728.6 million
(31 December 2022: HK$1,418.8 million). Creditor turnover days
increased from 33 days for the first half of 2022 to 34 days for the first
half of 2023.

SFEd=RE Y

Qj @EE (/\\E'>
LEESEH @

B REERMRER B _=FE A=+
H&1,7286B8EBT (CTE-__F+_-H
=+—H 141888 &8 o EJERFEE
HEH-Z - -_F L¥FR3BRENE=ZZT
T=F EH¥FRZ4Ke

As At As At
30 June 31 December
2023 2022
RZTZ= =
~B=+H +=B=+—H
Trade and bills payables (HK$M) B REREBMNRIE (BEET) 1,728.6 1,418.8
Six months ended 30 June
BESRB=1tHLAER
2023 2022
2= g
Turnover days HEHH 34 33
Treasury Policies BABLE R

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 2023, the Group invested HK$152.1
million in tangible assets including machinery and equipment, leasehold
improvements, office equipment for improving production efficiency
(30 June 2022: HK$117.8 million). These capital expenditures were
financed through internal resources and lease arrangements.

FEENVHBREETEIERRKE
EAFTEHNERERRINESEXRTE-
REREBBED *ERBTZUHPESH
B E R R LUONEZ I SRR INE R

R AERBNBRENSERBMENTTER
%O

BARX
BE_Z_=—FA=+tHLRER K£&

EEEI2 BEBBETRNEEE @%ﬁ%&%%&
E&E - HEMELE BAERBURS
E%Wﬁ(—ﬁiiiﬂﬁ—+ﬂ 1W8§
BAT ZSEAHAZEUARSERREE
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BUSINESS REVIEW

Revenue by Regions
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Management Discussion and Analysis

BUSINESS REVIEW (continued)

In the face of weak recovery on demand side, the Group continued to
deepen its lean management and strengthen its market research efforts
during the first half of 2023. In addition, the Group is committed to
strive for steady progress and prevent operation risks through project
layout coordination in view of prevailing industry and market conditions
as well as its existing production capacity. 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, and own many advanced processing technologies in scrap
metal shredding and post-shredding processing.

Europe

In 2023, the European operations were faced with very challenging
economic conditions such as skyrocketed energy prices, complex
and volatile industry outlook as well as increasing trade deficit. The
European segment sold 1.84 million tonnes of recycled products for
the six months ended 30 June 2023, a decrease of 6.6% compared
to the same period last year of 1.97 million tonnes. Segment revenue
decreased by 25.0% to HK$8,224.8 million as compared to the same
period in 2022.

European segment’s gross profit for the first half of 2023 was HK$645.3
million, a decrease of 9.8% as compared to the same period last year,
and the gross profit margin for the period increased from 6.5% in 2022
to 7.8% in the current period.

The company benefited from its position on the market as a key
competitor within the region as well as the high scrap prices during the
period, which contributed to the profitability of the European segment.
Segment profit for the first half of 2023 was HK$337.4 million (2022:
HK$425.7 million).

SFEd=RE Y
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SEEd=REY S

BUSINESS REVIEW (continued)
North America

The North American segment has undergone a business transformation
process beginning from last year to better allocate resources to other
businesses. The North American segment, therefore, reported 65 tonnes
of recycled products sold for the six months ended 30 June 2023 (2022:
1,000 tonnes), and segment revenue of HK$4.0 million (2022: HK$26.9
million).

Segment gross loss for the first half of 2023 was HK$0.9 million (2022:
HK$1.5 million) and gross loss margin was at 21.2% (2022: 5.6%).
Segment loss for the first half of 2023 was HK$5.9 million (2022:
segment profit of HK$26.9 million).

Asia

The sales tonnage for the Asian segment remained stable at 0.08
million tonnes in the first half of 2023 and 2022. Segment revenue
for the first half of 2023 was HK$762.5 million, representing a 14.6%
decrease as compared to the first half of 2022.

Segment gross loss and gross loss margin for the first half of 2023
were HK$77.5 million (2022: HK$7.2 million) and 10.2% (2022: 0.8%)
respectively. The Asian segment reported a segment loss of HK$102.6
million for the first half of 2023 (2022: HK$64.0 million).

Interim Report 2023

F7%[0lEE (B)
6=

AEBBEAERBHIEEMND BETERE
B DS ERE RPN EMER - FIL - 36
EWNREBE_ZS_=F,A=+HLN
BERBEEEERHESHE (T -4
1,000M8) MmO WmABL0EEBT (T
T HFEI269EEBETT) °

R =F ¥ FEREBHIEE0IER
BT (CEZ_F 15888  REEX
212% (CEZZF :156%) RN _BE_=F
LHEREHWEESIGERT (CEC
F 1 REEFI26 08 EBIT) ©

R |

TEC SR IECCF FEFETMNOE
S EHELLEIFE T A0.08EEM  _ T =4
FHEENDERZ A2 BEB T RIE
T F E¥ERI14.6%

TECCFE PHENSTEEBREEEDR
7%77 SHEET(CE-—F7.25EET)
F102% (B4 :0.8%) -R_EBE-=
FEH¥E TNDHEREDEEIE102.68 8
BT (CEZ_F:640EEBTT) ©



Management Discussion and Analysis

CAPITAL COMMITMENTS AND CONTINGENT
LIABILITIES

As at 30 June 2023, the Group had pledged certain property, plants
and equipment, right— of-use assets, investment properties, inventories,
trade receivables, assets held for sale and bank deposits with an
aggregate carrying value of approximately HK$2,655.4 million (31
December 2022: HK$3,722.9 million) to secure certain borrowings and
general banking facilities granted to the Group.

As at 30 June 2023, the Group had capital commitments in respect
of acquisition of property, plant and equipment and additions in
construction in progress which are contracted, but not provided for in
the amount of HK$99.0 million (31 December 2022: HK$72.9 million).

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

The Group has provided financial guarantees to certain related parties
and joint ventures of HK$19.4 million and HK$50.8 million (31
December 2022: HK$19.0 million and HK$49.9 million), respectively. As
the risk of default is very remote and there is no history of default, no
financial guarantee liability was recognised.

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 (the
“Court”) (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 nonpayment 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 Mr.
Fang as a defendant to the proceedings. The parties subsequently filed
amended pleadings. On Delco’s application, the Court granted leave to
Delco to discontinue its claim against the Company for the HK$57.8
million, with certain issues still to be decided by the Court.
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SEEd=REY S

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. The exact scope of the indemnity
is yet to be determined.

A writ of summons was issued by Delco as plaintiff on 10 November
2016 in the Court (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. 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 parties subsequently filed
amended pleadings and gave evidence at the trial in July 2021. The case
is still in progress, with the parties having made closing submissions,
and the parties are awaiting judgment from the Court.

Whilst the Board does not consider HCA 3040/2015 and HCA
2939/2016 to be claims of material importance for the reason set out
above, details of HCA 3040/2015 and HCA 2939/2016 are disclosed
herein for the sake of completeness.
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Management Discussion and Analysis

SIGNIFICANT INVESTMENTS, ACQUISITIONS AND
DISPOSALS

On 10 August 2022, Liberty Iron & Metal, Inc. (“Seller”) (an indirect
wholly-owned subsidiary of the Company) entered into a membership
interest purchase agreement with American Iron & Metal (U.S.A.) Inc.
("AIM (USA)") ("Disposal Agreement”), pursuant to which the Seller
has conditionally agreed to sell and AIM (USA) has conditionally agreed
to purchase 50% of the issued and outstanding membership interests
in Kalischatarra Iron & Metal LLC (“Sales Interests |”) and Kalischatarra
Iron & Metal NM LLC (”Sales Interests II”), respectively, at the aggregate
consideration of the US$3,500,000 (equivalent to approximately
HK$27,440,000) ("Disposal”).

Disposal was completed on 5 January 2023. For details of the
transaction, please refer to the announcement of the Company dated
23 December 2022.

Save as disclosed in this interim report, there were no other significant
investments held, material acquisitions or disposals of subsidiaries,
associates or joint ventures and any concrete future plans for material
investment or capital assets.

EVENTS DURING AND AFTER THE REPORTING
PERIOD

Reference is made to the announcements of the Company dated 30
December 2021, 7 February 2022, 21 March 2022, 22 April 2022, 22
July 2022, 31 October 2022, 18 November 2022, 23 November 2022,
23 December 2022, 19 January 2023, 17 February 2023 and 6 March
2023 in relation to the potential restructuring (the “Restructuring”) of
the Controlling Shareholders (as defined below) under the supervision
of the Fifth Intermediate People’s Court of Chongqging City (collectively,
the “Announcements”).
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Management Discussion and Analysis

SEEd=REY S

EVENTS DURING AND AFTER THE REPORTING
PERIOD (continued)

As disclosed in the Announcements,
Loncin Holdings Co.,
(the
shareholders of the Company, and ten other companies related

Loncin Group Co., Limited,
Limited and USUM Investment Group Limited
“Controlling Shareholders”), which are intermediate controlling

to the Controlling Shareholders (together with the Controlling
Shareholders, the “Loncin Restructuring Companies”) are in the course
of implementing the Restructuring plan and the joint administrators
of Loncin Restructuring Companies in relation to the Restructuring
will continue to monitor the implementation of the Restructuring
plan. There is uncertainty as to the progress and outcome of the
Restructuring.
there is a risk that the Controlling Shareholders will be declared
bankrupt. In the event that the Restructuring is implemented, the
ultimate beneficial owner of the Controlling Shareholders may be
changed. The Company was informed by the leader of a consortium of

If the Restructuring is not successfully implemented,

investors that will participate in the Restructuring and will invest in and
purchase assets from Loncin Restructuring Companies that, on 2 March
2023, it has obtained a confirmation from the Executive Director of the
Corporate Finance Division of the Securities and Futures Commission
of Hong Kong that it will not trigger a mandatory general offer for the
shares of the Company as a result of the Restructuring under Note 8 to
Rule 26.1 of the Code to Takeovers and Mergers.

Given that the Company is not one of the Loncin Restructuring
Companies and is independent from the Controlling Shareholders
in respect of business, personnel, assets and finance, the Board is of
the view that the Restructuring mentioned above currently has no
material adverse impact on the operation and the financial status of the
Company.

The Company will closely monitor the subsequent development and
effect of the Restructuring. Further announcement(s) will be made by
the Company as and when appropriate or required in accordance with
the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited and/or the Securities and Futures Ordinance.
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Management Discussion and Analysis

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 is to
mitigate the adverse effects of these risks on its financial performance.

The Group adopted a commodity price risk hedging policy which
has been subsequently updated to cater for the changing operating
conditions of the Group.

As part of its foreign currency hedging strategy, the Board closely
monitors the Group’s foreign currency borrowings in view of the volatile
exchange rates of Euro, Renminbi and other relevant currencies to US
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.

EMPLOYEES AND REMUNERATION POLICY

As at 30 June 2023, the Group had a workforce of 2,588 (31 December
2022: 2,748) employees. In addition, we engaged approximately
416 (31 December 2022: 459) 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 and we provide a variety of internal
and external training programmes to our employees.
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Management Discussion and Analysis

SEEd=REY S

EMPLOYEES AND REMUNERATION POLICY
(continued)

The Group's total staff costs for the six months ended 30 June 2023
were approximately HK$479.8 million (2022: HK$493.8 million). The
remuneration package of staff consists of basic salary, mandatory
provident fund, insurances and other benefits as considered
appropriate. Remuneration of employees of the Group is determined by
the senior management of the Group by reference to market standards,
individual performance, experience and their respective contribution to
the Group so as to retain competent employees.

The emoluments of the directors of the Company (the “Directors”)
are recommended by the remuneration committee of the Company
factors including the duties and responsibilities,
backgrounds, qualifications and experience of the Directors, having
regard to the Company’s operating results, individual performance and
comparable market statistics, subject to the Board's approval. Other

with reference to

emoluments including discretionary bonuses, are determined by the
Board with reference to the Directors’ duties, abilities, reputation and
performance.

INVESTOR RELATIONS AND COMMUNICATIONS
WITH SHAREHOLDERS

For the Group, maintaining trusting relationships with investors has
always been paramount. The Board accordingly continues to engage
with them regularly and to keep them apprised of its latest corporate
and business developments in a timely manner.

Looking to the future, the Group will be taking steps to increase
transparency with both investors and shareholders to strengthen its
corporate governance in line with their best interests. As part of this
initiative, additional visibility will be provided around strategic plans
and approaches, with the aim of eliciting feedback and reaffirming the
collective understanding of the Group's business, market activities and
growth opportunities.
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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

As at 30 June 2023, the interests or short positions of the Directors and

chief executives of the Company (”“Chief Executives”) in the shares (the

“Shares”), underlying Shares and debentures of the Company or any
of its associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO")) as recorded in the register
required to be kept by the Company pursuant to Section 352 of the SFO,
or as otherwise notified to the Company and The Stock Exchange of

Hong Kong Limited (the “Stock Exchange”) pursuant to the Model Code

for Securities Transactions by Directors of Listed Issuers (the “Model
Code") as set out in Appendix 10 to the Listing Rules, were as follows:

Disclosure
of Interests

FEmiREE

EEREBTHAERTABRE
HEOEBE B FERER D R IGS

A m kA

RZZ_=FRB=1tH EBFRERFE
ETHRAS (EBTHRAR) REAF R
HEMBBZE (EER (EFRAERG)D
(MEE 5 KRG R H1) SEXVERD B9 (TR
7)) ~EAROKREFTEEE QT RESE
FRAERPIE352F AT FEENE LM
PRECER LR 5 £ T AR R ISR+ PR L 31T
ANBEFETESXSHRESTR (MRESP
) ARTNEARAKREBMERZRE
IRaE (THEZRFR)) BRIk AT ¢

Approximate
percentage of

shareholding
in the Company
(Note 1)
Long position (L)/ Total number of (YN
Name of Director Capacity/Nature of Interest Short position (S) Shares interested BAEAT
EEHL Bip/#EHE AL,/ KRS HERGENRNEY (zE1)
Mr. Tu Jianhua Interest in controlled corporations L 978,383,181 (Note 2) 60.95%
REELE REEG LRz Ea (MEE2)
Notes: =3
(1) As at 30 June 2023, the total number of issued Shares of the Company was 1) A B =FESNB=Z+TH ARBEBITRMIE

)

1,605,152,291 Shares.

The 978,383,181 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 was directly wholly owned by USUM Investment Group Limited
("USUM Group”), a limited liability company incorporated in the People’s Republic of
China ("PRC"). The single largest shareholder of USUM Group was Loncin Holdings
Co., Ltd. (“Loncin Holdings”), with an equity interest in USUM Group of 53.29%.
The remaining equity interests in USUM Group were held by 13 individuals and 27
companies, all of whom were independent third parties of Loncin Holdings and Mr.
Tu, and they each held between 0.29% to 10% equity interests in USUM Group.
Loncin Holdings was 98% owned by Loncin Group Co., Ltd. (“Loncin Group”) and
2% owned by Mr. Tu. Loncin Group was 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 978,383,181 Shares as at 30 June 2023. Therefore, Mr. Tu was deemed to be
interested in the Shares held by USUMHK pursuant to the SFO.
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Disclosure of Interests
HEmIE

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

Save as disclosed above, as at 30 June 2023, none of the Directors
and Chief Executives 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.

SUBSTANTIAL SHAREHOLDERS' INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES OF THE COMPANY

As at 30 June 2023, the interests and short positions of the persons,
other than the Directors and Chief Executives, 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:
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Approximate
percentage of

Shareholding

in the Company

(Note 1)

Long position (L)/ Total number of R ATIMRE

Name of Substantial Shareholder Capacity/Nature of Interest Short position (5) Shares interested SR

TERRLE BB 5/ EmtE HAWL),/ KA FREEGNRINEY (FizE1)

USUM Investment Group Hong Kong Beneficial owner L 978,383,181 (Note 2) 60.95%
Limited BaEBA (Ff5£2)

AEREEE (B8 BRAA

USUM Investment Group Limited Interest in controlled corporations L 978,383,181 (Note 2) 60.95%
AEREEERNERAR RREREE 2 #5R (MzE2)

Loncin Holdings Co., Ltd. Interest in controlled corporations L 978,383,181 (Note 2) 60.95%
BEZRERAR REEREE 2 S (izE2)

Loncin Group Co., Ltd. Interest in controlled corporations L 978,383,181 (Note 2) 60.95%
EEEEERAA RREREE 2 #5R (ME2)

Mr. Tu Jianhua Interest in controlled corporations L 978,383,181 (Note 2) 60.95%
RRERLE REREREE 2 S (FizE2)

Tai Security Holding Limited Beneficial owner L 98,773,990 (Note 3) 6.15%
EREAA (GiE=))
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SUBSTANTIAL SHAREHOLDERS' INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES OF THE COMPANY (continued)

Disclosure of Interests
HEmINE

TERRIRAIR BRI RAEE

PR EmAKE (&)

Approximate
percentage of

Shareholding
in the Company
(Note 1)
Long position (L)/ Total number of R ATIRE
Name of Substantial Shareholder Capacity/Nature of Interest Short position (5) Shares interested SR
TERRLH B4 B/ RREME HRL),/HE(S) HEREGNRNEH (HiE1)
Good Union Hong Kong Investment Beneficial owner L 44,700,000 (Note 4) 2.79%
Limited BaEBA (Fyz£4)
EERAEREERAT
Mr. Zhang Mingjie Interest in controlled corporations L 143,473,990 (Notes 3 & 4) 8.94%
REARLE ARG EE 2 (M3E3%4)
Notes: FfEE
(1) As at 30 June 2023, the total number of issued Shares of the Company was (1) RIBEZ=FA=1H A B BHTRNLE
1,605,152,291 Shares. #%51,605,152,291 AR5 °
(2) The 978,383,181 Shares were held by the USUMHK, a company in which Mr. Tu was (2) 978,383,181 MDA mE B FE  Ama e
indirectly interested. USUMHK was directly wholly owned by USUM Group, a limited A—EERCEREREEEEN AT AmEE
liability company incorporated in the PRC. The single largest shareholder of USUM HAMERER2ERE ABEER—RBNE
Group was Loncin Holdings, with an equity interest in USUM Group of 53.29%. BRIz ERAB AAmEEANRAE—K
The remaining equity interests in USUM Group were held by 13 individuals and 27 RABREER ERAmERMIREAS53.29%
companies, all of whom were independent third parties of Loncin Holdings and Mr. AEEENGTRERI3REARIBAT (3
Tu, and they each held between 0.29% to 10% equity interests in USUM Group. ABUNREEREALENE=H) FE &
Loncin Holdings was 98% owned by Loncin Group and 2% owned by Mr. Tu. Loncin ZEARRBDHNFHEAEER29%E10% 2
Group was 98% owned by Mr. Tu; 1% owned by Ms. Tu Jianmin and 1% owned by R -REERDDHEEEEERIB% KRS
Ms. Tu Jianrong, both being sisters of Mr. Tu. USUMHK held 978,383,181 Shares as at EHR2% BBEBMBRIEEBTIR%  HRE
30 June 2023. Therefore, Mr. Tu was deemed to be interested in the Shares held by PLLITRARBRT BB FREENG LK) 55
USUMHK pursuant to the SFO. EH1% R _B_=FA=1+HB ABEAF
5978,383,181R R 15 - At - RIFFH MG R
Bl REEREANAAEBRENROIES
gk
(3) The 98,773,990 Shares were held by Tai Security Holding Limited (“Tai Security”) as (3) MIZZ=F7;"A=+H"Tai Security Holding
beneficial owner and Tai Security was directly wholly-owned by Mr. Zhang Mingjie Limited (FTai Security)) (FABHEEARFE
(“Mr. Zhang") as at 30 June 2023. Therefore, Mr. Zhang was deemed to be interested 98,773,9908% f& 1% » MTai SecurityFH5RBEAN L
in the same number of Shares as held by Tai Security pursuant to the SFO. (MRIE)) BEZEHR AL RIFF S R
E5EA) SRACEWR AN Tai SecurityFF A KB R
DB RER R
(4) The 44,700,000 Shares were held by Good Union Hong Kong Investment Limited (4) RIZZ=FXB=+H EEFBREEFRA
(“Good Union") as beneficial owner and Good Union was directly wholly-owned by B (TE2E)) (EAE R %A AFFH44,700,0008 5%
Mr. Zhang as at the 30 June 2023. Therefore, Mr. Zhang was deemed to be interested o MEERKRICEBZZERS EIb RIRSE
in the same number of Shares as held by Good Union pursuant to the SFO. FREBERA REERRAR 2 ERFENER
RAPEE PR o
Save as disclosed above, as at 30 June 2023, the Company had not PR EXFRIREEIIN R_B_=E, A=+

been notified by any persons (other than the Directors and Chief

Executives) 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.
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Corporate Governance
and Other Information

EEERREMER

CHANGES IN DIRECTORS’ INFORMATION UNDER
RULE 13.51B(1) OF THE LISTING RULES

Pursuant to the disclosure requirement under Rule 13.51B(1) of the
Listing Rules, the changes in information of the Directors are set out
below:

Mr. Tu Jianhua's term of office as a Member of the National Committee
of the 13th Chinese People’s Political Consultative Conference, a
Standing Committee Member of the Executive Committee of the
12th All China Federation of Industry & Commerce (& BT ),
the president of Chongqing City Industry and Commerce Federation
(EE™ L), the President of Chongging City General Chamber
of Commerce (EEM4# M E), the president of Chongqging City
Technology Equipment Industry Chamber of Commerce (BEE MR
SEEER ), the vice president of Chongging City Charity Federation
(EEMEE4E) and the vice president of Chongging City Private
Entrepreneurs Confederation (EEHRETCE RS D) was expired
in March 2023.

Mr. Wang Li has resigned as an executive director of Millennium
Pacific Group Holdings Limited (whose shares are listed on the Growth
Enterprise Market of the Stock Exchange (stock code: 8147)) with effect
from 10 May 2023.

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 2023,
the Company has complied with all the applicable code provisions in
Part 2 of the Corporate Governance Code (the "CG Code”) contained
in Appendix 14 to the Listing Rules, save and except as explained
below:

C.21

Pursuant to code provision C.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.

Mr. Li Linhui was appointed as the chairman of the Board (the
“Chairman”) and took up the responsibilities of the chief executive
officer of the Company (“CEQ") on 13 December 2021.

Vesting the roles of both acting Chairman and CEO in the same
person was a temporary measure due to the vacancies of the position
of Chairman or CEO. The Directors considered that the arrangement
would not impair the balance of power and authority considering
the background and experience of the Directors and the number of
independent non-executive Directors on the Board. Accordingly, the
Directors considered that the temporary deviation from provision C.2.1
of the CG Code was appropriate in such circumstances.
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Corporate Governance and Other Information

COMPLIANCE WITH THE CORPORATE
GOVERNANCE CODE (continued)

With effect from 21 March 2023, Mr. Li Linhui has resigned as an
executive Director. He has ceased to be the chairman of the Board and
has ceased to assume the responsibilities of chief executive officer of
the Company. Mr. Qin Yongming has been appointed as an executive
Director and the chairman of the Board. Mr. Zhang Wei has been
appointed as an executive Director and the chief executive officer of
the Company. Given that the roles of chairman of the Board and chief
executive officer are now separate and are no longer performed by
the same individual, as at the date of this interim report, the Company
complies with all the applicable code provisions 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,
following 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 2023.

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 2023.

INTERIM DIVIDEND

The Board does not recommend the payment of an interim dividend for
the six months ended 30 June 2023.
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Corporate Governance and Other Information

EEERREMER

SIGNIFICANT EVENTS

Save as disclosed in this interim report, the Company and any of its
subsidiaries did not have any significant events after 30 June 2023.

REVIEW OF INTERIM REPORT

The audit committee has reviewed the accounting principles and
practices adopted by the Group and discussed the financial matters,
including reviewed and approved of the Group's unaudited condensed
consolidated results for the six months ended 30 June 2023 and this
interim report. The audit committee has also reviewed the effectiveness
of risk management and internal control system of the Group, and
considered the risk management and internal control system to be
effective and adequate.

Interim Report 2023
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Condensed Consolidated Statement of
Profit or Loss

ARSI m R

Six months ended 30 June
BESRB=1tHLEAR

2023 2022
—E=F -y —
Notes HKS$M HK$M
I BEET BEATT
(Unaudited) (Unaudited)
(REEEIZ) (R&EZ)
Revenue Wz 6 8,821.7 11,826.0
Cost of sales 5 & (8.260.4) (11,124.8)
Gross profit EF] 561.3 701.2
Other income HMWRA 49.6 49.9
Other gains, net H At ek % 28 7 4.4 111.4
Impairments on non-financial assets ~ JEEREE ERE 7 (0.4) (51.4)
Reversal of/(provision for) impairments RIS E R ERRE, (BH)
on financial assets, net et 21.0 (8.4)
Distribution and selling expenses DI HER Y (23.1) (24.8)
Administrative expenses THRX (461.7) (500.4)
151.1 277.5
Finance income B FSUTA 8 1.9 2.5
Finance costs 7RI 8 (95.2) (103.5)
Finance costs, net MR 58 (93.3) (101.0)
Share of post-tax profit/(loss) of FEMLHE R AR E
an associate R (E518) 0.5 (0.8)
Share of post-tax profit of FE(L &= B ERREIRER
jointventures { 2:{ 77777777 172757.47 -
Profit before income tax FRPTISFATEF] 100.7 301.1
Income tax expense PSRRIz 10 (50.5) (115.7)
Profit for the period HARE A 9 50.2 185.4
Profit/(loss) attributable to: UTF&AEMEGER (5i8)
Shareholders of the Company PiN/NET) =] 53.2 199.5
Non-controlling interests e T (3.0) (14.1)
50.2 185.4
Earnings per share attributable A B ERFE(EHA R
to shareholders of the Company SREH
for the period (expressed in MU ERETIIR)
HK$ per share)
Basic earnings per share BREXRF 12 0.03 0.12
Diluted earnings per share BRE#EERF] 12 0.03 0.12

The above condensed consolidated statement of profit or loss should be it i BE 4R & 18 5t 7% FE B2 45 B A9 B 5 — (3 B
read in conjunction with the accompanying notes. o
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Condensed Consolidated Statement of

Comprehensive Income

AR S EERm R

Six months ended 30 June

BENA=tHLAEAR

2023 2022
ZEI=HF TECCEF
HK$M HK$M
BHEST BEERAT
(Unaudited) (Unaudited)
(REEEZ) (R EZ)
e oo mmEd R 1854
Other comprehensive income/(loss) HtZ2mEU A (E518)
Item that may be reclassified to O EM P BEERm 2 IEE -
profit or loss:
Currency translation differences bE 2 =% 78.3 (390.1)
Items that will not be reclassified to HrEEN T Rm o HE
profit or loss:
Change in fair value of financial assets at ~ FAFEFAEMEZEEGEZ
fair value through other comprehensive THMEBEEANEEES
income, net of tax NI (0.2) =
Share of other comprehensive profit/(loss) ELGE X HMthE2E
of joint ventures wA (B518) 0.6 (0.3)
Other comprehensive income/(loss) for HREMEEWA L (B18)
e N D T (3304
Total comprehensive income/(loss) HREEWA . (F518) 4228
for the period 128.9 (205.0)
Total comprehensive income/(loss) UTE&AEEHAZE
for the period attributable to: WA, (B518) 4848 .
Shareholders of the Company KRB E 134.6 (185.8)
Non-controlling interests R R (5.7) (19.2)
128.9 (205.0)

The above condensed consolidated statement of comprehensive income
should be read in conjunction with the accompanying notes.

HRIR8
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Condensed Consolidated
Balance Sheet

FRAGREEERER

At 30 June At 31 December
2023 2022
~NB=+H +=-B=+—H
Notes HKS$M HK$M
B s BEET BEAT
(Unaudited) (Audited)
(REEEIZ) (REZ)
ASSETS BE
Non-current assets ERBEE
Property, plant and equipment MEBE KRB 13 2,265.4 2,202.6
Right-of-use assets FRAEEE 597.7 618.0
Investment properties BEYE 50.7 54.3
Intangible assets mILEE 790.8 786.1
Investments accounted for using FREDmEARZRE
the equity method 759.3 710.7
Financial assets at fair value through R AFEABRZ SHEE
profit or loss 0.9 0.8
Financial assets at fair value through AT EAEMEEEREZ
other comprehensive income EREE 86.8 84.8
Other non-current assets HtIERBEE 14 8.2 10.8
Deferred income tax assets FIEFTSMEE 92.6 52.5
4,652.4 4,520.6
Current assets MEBEE
Inventories =78 1,454.1 1,323.7
Trade, bills and other receivables B5 REREMEWRIE 14 2,135.7 1,640.3
Amounts due from related parties & WSt B8 Bt 75 TR IB 20 102.1 82.7
Derivative financial instruments TEEMTAR 24.6 17.1
Tax recoverable AR [EIFRIE 32.7 31.9
Pledged bank deposits and BIERIRITER R Z R
restricted bank deposits RITEMN 6.5 52.3
Cash and cash equivalents HERREEBEIER 351.1 713.7
4,106.8 3,861.7
Assets held for sale FIEHLEEE 21 57.2 190.7
4,164.0 4,052.4
Total assets BEME 8,816.4 8,573.0
BABREASRAT —B-=Fhpmms 35



Condensed Consolidated Balance Sheet

BARSEERRR

At 30 June At 31 December
2023 2022
RIEZ= . —
~NB=Z+H +-A=+—H
Notes HK$M HK$M
Iz BEATT BEET
(Unaudited) (Audited)
(REEIZ) (182 1%)
EQUITY AND LIABILITIES EmkaiE
Equity attributable to shareholders 752 B IR R FEG S
of the Company
Share capital [ 15 16.1 16.1
Other reserves HAEE 6,471.3 6,389.9
Accumulated losses RETE18 (1,528.6) (1,581.8)
4,958.8 4,824.2
Non-controlling interests SRR T (49.2) (43.5)
Total equity Mg 4,909.6 4,780.7
Non-current liabilities EREEE
Borrowings ERN 16 127.2 111.3
Lease liabilities HEaR 212.5 192.1
Retirement benefit obligations BARBEHEE 11.4 11.1
Other payables HhpE=IE 17 128.3 98.8
Deferred income tax liabilities RIEFRISIRAR 319.4 281.0
798.8 694.3
Current liabilities B =R
Trade, bills and other payables B EERHEMEMRIE 17 2,073.8 1,778.3
Current income tax liabilities BRERFTIEIR B E 48.7 85.5
Borrowings EEN 16 801.6 1,030.8
Lease liabilities HEaR& 106.4 119.9
Amounts due to related parties &S BA Bt 75 7R IB 20 63.2 68.4
Derivative financial instruments TEERTA 14.3 15.1
3,108.0 3,098.0
Total liabilities I=REEEE L 3,906.8 3,792.3
Total equity and liabilities kA EEEE 8,816.4 8,573.0

The above condensed consolidated statement of balance sheet should
be read in conjunction with the accompanying notes.
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Condensed Consolidated Statement of
Changes in Equity

MERR S EmEER

Unaudited

RAEH

Attributable to shareholders of the Company

KRARREE
Re- Re- Foreign
Capital Statutory ~ Enterprise measurement measurement  currency Non-
Share Share  redemption Capital general  expansion  of financial  of pension  translation Accumulated controling
capital  premium resrve reserve reserve fund assets plans reserve losses ~ Sub-total interest  Total equity

fAEE kk EE-&  GRER  BNHE  ENHE  MEER 2R

fx  RAEE G i L 2¢  eREE BASHY B ZHEE gt i AR
HKSM HKSM HKSM HKSM HKSM HKSM HKSM HKSM HKSM HKSM HKM HKSM HKSM
BERn BEEn BEET  EEERn  BEER  EREn BEEn  BEEn  EEEn  BEBEn  BEEn  EREn  BBER
(Note i) (Note ii) (Note ii)
(sH) (ki) (&)

At 1 January 2022 RIFZZE-F-H 16.1 59119 03 214 1071 1071 39 13 3615 (18463) 48739 (144) 48595
Comprehensive income/(loss) 2ElhE/ (58
ProfitLoss) for the period BREd/ (B8 - - - - - - - - = 1995 1995 (14.1) 1854
Total other comprehensive loss for ~ SIREMAERBER,
the period, net of tax bl 32
Currency translation differences Eﬁ%%ﬁ - - - - - - - - (385.0) - (385.0) G (390.0)
Share of other comprehensive loss ~ [EfEAE L2 2 B
of joint ventures 2ERE - - - - - - - (03 - - (03 - (03)
- - - - - - - 03 (385.0) S (3853) (5.1) (3904)

Total comprehensive (loss)income for #IR2E (B8 /Wi 4%
the period, net of tax ke

- - - - - - - 03 (3850 1995 (185.8) (192 (2050)

Transactions with shareholders i~ B3R (URESH) €72
their capacity as shareholders 25

Contributions from non-controlling ~ JEEERER 2+ E
interests

At 30 June 2022 (unaudited) RIBZZERB=1H
(RE2H)

16.1 59119 03 214 107.1 107.1 39 (16) 235 (16468 46881 219 46602
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Condensed Consolidated Statement of Changes in Equity

PR YA
AR S E R
Unaudited
FABH
Attributable to shareholders of the Company
RATRRRELE
Re- Re- Foreign
Capita Statutory  Enterprise measurement measurement  currency Non-
Share Share  redemption Capital general  expansion  of financial  of pension  translation Accumulated controling
capital  premium reserve reserve reserve fund assets plans reserve losses ~ Sub-total interest  Total equity
fiedie Bx AR RRER  EWME  BNHE  MER , R
Rk RiBEE HE L HE & SRMEE BASHE Bt ZabE gt BE ARG
HKM HKSM HKSM HKSM HKSM HKSM HKSM HKSM HKSM HKSM HKSM HKSM HKSM
BEEn BEEn  BEET EEERn  BEER  EREn BEEn  BEEn  EEEn  EBEn  BEET  ERERn  BBER
(Note i) (Note i) (Note i)
(a)  Ofsh) (WD
At 1 January 2023 RZEZ=£-F-H 16.1 59119 03 4 1071 1071 (6.5) 33 453 (15818) 48242 @35 47807
Comprehensive income/(loss) 2ElG/ (58
ProfitLoss) for the period BREd/ ( #) - - - - - - - - - 532 532 (3.0) 502
Total other comprehensive loss for ~ $IAEHI2EFELS
the period, net of tax A%
Change in fair value of finandial ~ BATEFAEMEE
assets at fair value thiough other ~~ MEZSBEE
comprehensive income, net of AEELD,
tax plGE - - - - = = (0.2) = = = (02) = (02)
Shares of other comprehensive EhaEtE Et2E
income of joint venture s = = = = = = = 0.6 = = 0.6 = 0.6
Currency translation differences ERER - - - - - - - - 81.0 - 81.0 (vh)] 783
- - - - - - (0.2) 0.6 81.0 - 814 27) 187
Total comprehensive (loss)income for $R2E (1) /Wil
the period, net of tax bl ia] - - - - - - (02) 06 810 53.2 1346 (57) 1289
At30 June 2023 (unaudited) e o
(REEEH) 16.1 59119 03 m4 1071 1071 (6.7) 39 1263 (15286) 49588 (49.2) 49096

Notes: MisE -

(i) Capital reserve represents the sum of (a) the difference between the nominal value (i) RAFEEISQERADR BB N\FEEEMHRMR
of the aggregate share capital and share premium of the subsidiaries acquired by WEEFARIRAKRK M R EREZEERARQT
the Company upon a group reorganisation in 2008 and the nominal value of the RMREFRETRAZEENEEB RO -E—Z
Company's shares issued in exchange and (b) a capitalisation of shareholders’ loans in FERNMCRRERZ LB -

2010.

(if) Statutory general reserve and enterprise expansion fund represent the appropriation (if) ARABREFABNMEBSZZMAIRTE  BIRE
of 10% of profit after tax determined based on the relevant accounting rules and REIAER & 5T AR A ROE AR E E R BRIR B E R 10%
regulations of the PRC as required by the Articles of Association of the Company’s BALE—REERECEZRES - MAEET—R
PRC subsidiaries. The appropriation may cease to apply if the balance of the FERCEXFEEESHRBEFEFATIMER
statutory general reserve and enterprise expansion fund has reached 50% of the PRC H50% > AP 4R IE BB o EE —MRFEFHEREEERE
subsidiaries’ registered capital. The statutory general reserve and enterprise expansion ES0ARBRBTEEBBREMARA -
fund can be used to make up prior year losses or to increase share capital.

The above condensed consolidated statement of changes in equity it B4R & 16 &5 44 B 7% FE BARE M A9 B 51—

should be read in conjunction with the accompanying notes. HRIEE
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Condensed Consolidated Statement of
Cash Flows

BERGRSIREMER

Six months ended 30 June

BEAA=THLAMEAR

2023 2022
—E=HF — Eoub
HKS$M HK$M
BHEBT BEEAT
(Unaudited) (Unaudited)
(RE&EZ) R EZ)
Cash flows from operating activities RETHFABHRER
Cash generated from operations KEFSIRE (BEESEHAE)
before changes in working capital 353.1 547.3
Changes in working capital HEETEH) (310.2) (534.5)
Cash generated from operations REFRSIRE 42.9 12.8
Interest paid 2FE (117.4) (120.3)
Tax paid, net B NRIEFEEE (85.8) (197.1)
Net cash used in operating activities KRBT RARE R (160.3) (304.6)
Cash flows from investing activities KREFEHFAFRER
Purchases of property, plant and BEVE BEREZHEUR
equipment and intangible assets mILEE (152.5) (118.7)
Investment in financial assets at fair value AT ESFAEMEZEEREREZ
through other comprehensive income THMEEZRE 0.2) =
Proceeds from disposals of property, HEME - FBRE MHEFE
plant and equipment, right-of-use FTREBEURBTEEEZ
assets and intangible assets FriS™IE 48.2 26.5
Placement of pledged bank deposits FEABRRRITER (0.2) (22.7)
Withdrawal of pledged bank deposits RENBEIRIRRITEMN 46.0 36.2
Dividends received from joint ventures BREERERE 10.6 38.7
Other dividends received BWEMEKE 0.7 5.7
Proceeds from disposals of assets HERIEHEEBEEZFRERIE
held for sale 138.5 179.7
Interest received B2 2.0 2.3
Net cash generated from KRETHFMSREFE
investing activities 93.1 147.7

4

I

SIBFEEERAT —E-=Frhpns 39



40

Condensed Consolidated Statement of Cash Flows

AR SIRERE

Six months ended 30 June

BENA=tHLAEAR

2023 2022
—ZE"= BT &
HK$M HK$M
BHEBT BEERAT
(Unaudited) (Unaudited)
(REEEIZ) (R EZ)
Cash flows from financing activities REEEFABRER
Proceeds from bank borrowings IRITIEMZ FTERIE 98.4 205.5
Proceeds from other borrowings HERZFriEmIE - 57.9
Repayments of bank borrowings BERITE™R (29.4) (143.7)
Repayments of other borrowings EEHMER (260.1) (310.3)
Repayment of lease liabilities BEHEaRE (91.7) (95.8)
Contributions from JEEREREE
non-controlling interests - 5.7
Net cash used in financing activities B EES AR E P4 (282.8) (280.7)
Cash and cash equivalents at beginning HYzRERREEEER
of the period 713.7 782.3
Net decrease in cash and HEeKRIBEEBEEBRIFEE
cash equivalents (350.0) (437.6)
Exchange differences on cash and ReEkREeEEEBZERESR
cash equivalents (12.6) (29.4)
Cash and cash equivalents HRZAERIREEEEE
at end of the period 351.1 315.3
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1

Notes to the Condensed

Consolidated Financial Information

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 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 2023.

BASIS OF PREPARATION

This condensed consolidated interim financial information for the
six months ended 30 June 2023 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 2022, which have been prepared
in accordance with Hong Kong Financial Reporting Standards
("HKFRSs").
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Notes to the Condensed Consolidated Financial Information

f&EA

2

AR M E R EE

=K

BASIS OF PREPARATION (continued)

2.1.1Going concern basis

As at 30 June 2023, the Group had total borrowings of
HK$928.8 million of which HK$801.6 million are current
borrowings. The current borrowings as at 30 June 2023
included a secured syndicated term loan (the “Syndicated
Term Loan”) with an outstanding principal balance of
HK$484.3 million of which HK$92.5 million are repayable
on 30 September 2023 and HK$391.8 million are repayable
on 30 March 2024, respectively.

As at 30 June 2023, the cash and cash equivalents held by
the Group was amounting to HK$351.1 million.

The above conditions indicated the existence of a material
uncertainty with respect to going concern. In view of such
circumstance, the Directors have given careful consideration
to the future liquidity and performance of the Group,
taking into account the potential or unforeseeable impact
arising from the current global economic situation resulting
in fluctuation of metal commodity prices, and its available
sources of financing to mitigate the liquidity pressure and
to further improve its financial position which include, but
not limited to, the following:

(i)  The Group plans to finance the repayment of the
remaining Syndicated Term Loan through financial
and operational measures as mentioned in (i) to
(v) below. The Group will continue to monitor its
compliance with the undertaking requirements of
the Syndicated Term Loan. The Directors expect
the Group would be in compliance throughout the
remaining term of the Syndicated Term Loan.

Interim Report 2023
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Notes to the Condensed Consolidated Financial Information

RRRR S M E R M E

2 BASIS OF PREPARATION (continued) 2 IREVEE (1B
2.1.1Going concern basis (continued) 211 FHERERE (&

(i) The Group is in negotiation with various Asian and
European financial institutions for a new secured
long-term borrowing with a principal amount of no
less than HK$783.6 million. The Group has short-
listed two proposed term sheets for further review
and negotiation but has not entered into any binding
agreement with the financial institutions as of the
date of approval of these condensed consolidated
interim financial statements. The Directors are
confident that the new long-term borrowing will be
obtained in due course.

(iii)  The Group maintains continuous communication
with other banks and the Directors believe that the
existing other borrowings available to the Group,
amounting to approximately HK$254.8 million as at
30 June 2023, will be successfully renewed with the
same terms after expirations.

(iv) The Group continues its efforts to implement
measures in Europe to generate cash flow from
operations including further control capital and
operating expenditures and speed up the sales of
inventories and the collection of outstanding trade
receivables to strength its working capital.

(v)  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 not less than twelve months
from 30 June 2023. 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 all these measures and
actions are appropriate to prepare the Group's condensed
consolidated financial statements on a going concern basis.
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ACCOUNTING POLICIES

The accounting policies applied are consistent with those of the
annual consolidated financial statements for the year ended
31 December 2022, 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 2023.

Amendments to HKFRSs effective for the financial year ending 31
December 2023 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 2022.

FINANCIAL RISK MANAGEMENT AND
FINANCIAL INSTRUMENTS

5.1 Financial risk factors

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 2022.

There have been no changes in the risk management
policies since year ended 31 December 2022.
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FINANCIAL RISK MANAGEMENT AND 5 SHEREERTRTLE (@&
FINANCIAL INSTRUMENTS (continued)
5.2 Liquidity risk 52 REBEZREMRE
Compared to year ended 31 December 2022, there was REE_E_"_F+ZR=+—
no material change in the contractual undiscounted cash BEFEMEL cMa862a48
outflows for financial liabilities except for the partial RAGIRIBE M mEXE T
repayment of HK$260.1 million of the Syndicated Term MEE D ERIRE T EFR260.1
Loan. BEBTe
5.3 Fair value estimation 53 AFEMRE
The table below analyses the Group's financial instruments TROMEAEBNR S Z=F-
carried at fair value as at 30 June 2023 by level of the A=+HEATEIRZEMT
inputs to valuation techniques used to measure fair value. B BBsEATEMBZGE
Such inputs are categorised into three levels within a fair Rtz @ ABRE RS DB
value hierarchy as follows: ABERFEREBHRADABUT=
ARG
o Quoted prices (unadjusted) in active markets for . HEEME EEREERE
identical assets or liabilities (level 1). BRRE CREHE) (E—
) o
. Inputs other than quoted prices included within level . PRE—RFTBENRE
1 that are observable for the asset or liability, either N EEREBENTEE
directly (that is, as prices) or indirectly (that is, derived (BpfB %) =t i #= (B
from prices) (level 2). BREY) BEMSHAR
EZHR -
. Inputs for the asset or liability that are not based on . 0 FEAR#E B B R h 15 IR
observable market data (that is, unobservable inputs) ETHNEENEEHAE
(level 3). (PR AR AE) (5
=) °

4

=l
B
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RERAAR S TS B RIH5E

5 FINANCIAL RISK MANAGEMENT AND 5 SREAMRESELSRTE (@)
FINANCIAL INSTRUMENTS (continued)
5.3 Fair value estimation (continued) 53 QRFEGE @
Fair value
Financial assets/(liabilities) Fair value as at hierarchy
sHEE/ (AR RUTHENATE RTERR
30 June 31 December
2023 2022
-y 2 - —
~AB=1+H +-B=+—H
HK$M HK$M
BEAT BEET
1) Publicly traded metal commodities future contracts classified as 6.3 (1.9) Level 1
derivative financial instruments in the condensed consolidated B
balance sheet
RERGREBEEARRTAEATESHMIAZ AR
REEBARBESL
2) Metal commodities future contracts classified as derivative 16.6 6.1 Level 2
financial instruments in the condensed consolidated balance (11.9) (13.0) B
sheet
RERGREBEEARRTAEATESHMIAZ SR
BmAEaH
3) Foreign currency forward contracts classified as derivative 1.7 11.0 Level 2
financial instruments in the condensed consolidated balance (2.4) (0.2) B
sheet
RERGREEEARRTAEATTESMIAZIMNE
BHaH
4) Financial assets at fair value through profit or loss 0.9 0.8 Level 3
BATEFABRZ SHEE B8R
5) Financial assets at fair value through other comprehensive 86.8 84.8 Level 3
income B4

BRATESARMZERE SHEE
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5 FINANCIAL RISK MANAGEMENT AND 5 SHAMGBEELTSR LA (@
FINANCIAL INSTRUMENTS (continued)
5.3 Fair value estimation (continued) 53 2RXFEMEE @)

Financial instruments in level 1

The fair value of derivative financial instruments publicly
traded in active markets is based on quoted market prices
at the balance sheet date. A market is regarded as active
if quoted prices are readily and regularly available from an
exchange, dealer, broker, industry group, pricing service,
or regulatory agency, and those prices represent actual
and regularly occurring market transactions on an arm’s
length basis. The quoted market price used for financial
assets held by the Group is the quoted bid commodity
future price. These instruments are included in level 1 and
comprise primarily metal commodities future contracts
publicly traded in the London Metal Exchange.

Financial instruments in level 2

The Group’s metal commodities future contracts
represented the Group’s derivative financial instruments
which are included in level 2. The basis of fair value
measurement and valuation technique of such derivative
financial instruments are par method and taking actively
traded future prices into account.

The Group’s foreign currency forward contracts represented
the Group’'s derivative financial instruments which are
included in level 2. The basis of fair value measurement and
valuation technique of such derivative financial instruments
are discount cash flow method and present value of the
future cash flows estimated based on forward exchange
rates. The unobservable input is expected future cash flow,
therefore lower cash flow results in lower present value.

Financial instruments in level 3

The Group's equity interests in unlisted entities represented
the Group’s financial assets at fair value through other
comprehensive income and financial assets at fair value
through profit or loss which are included in level 3. The
basis of fair value measurement and valuation technique
of such financial assets are discount cash flow method and
present value of the estimated future cash flows of the
investee entities. The unobservable input is expected future
cash flow, therefore lower cash flow results in lower present
value.

4
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RERAAR S TS B RIH5E

5 FINANCIAL RISK MANAGEMENT AND 5 HAMBEELESRTA (@
FINANCIAL INSTRUMENTS (continued)
5.3 Fair value estimation (continued) 53 QRFEGE @

Fair value measurements recognised in the condensed RERFEEESEREDRNA

consolidated balance sheet:

T

Level 1 Level 2 Level 3 Total
F—8 B B ot
HK$M HK$M HK$M HK$M
BEAT HaAn HEAT HEER
As at 30 June 2023 RZEZ=FA=+H
Assets BE
Financial assets at fair value through A PEG ARG Z
profit or loss SHEE - - 0.9 0.9
Financial assets at fair value through AT EFAEMEZEREZ
other comprehensive income EHEE - - 86.8 86.8
Hedging derivatives Hhf1£TA
- metal commodities futures -EBEmEE 6.3 16.6 - 22.9
Trading derivatives RBMTEIR
~ foreign currency —HME - 1.7 - 1.7
Liabilities af
Hedging derivatives Hrf1£TA
- metal commodities futures -cBEmE - (11.9) - (11.9)
Trading derivatives RBTEIR
— foreign currency —5hitk = (2.4) = (2.4)
As at 31 December 2022 R-_E__&#+_-B=+—H
Assets BE
Financial assets at fair value through ~ BAFEFABRZ SHEE
profit or loss - - 0.8 0.8
Financial assets at fair value through ~ BATEFAEMZEKEZ
other comprehensive income EMEE - - 84.8 84.8
Hedging derivatives HAiTEIA
— metal commodities futures -tBEmEE - 6.1 - 6.1
Trading derivatives XBMETR
— foreign currency forwards —SMEE IR - 11.0 - 11.0
Liabilities &fE
Hedging derivatives HAiTEIA
- metal commodities futures -cBEmE (1.9) (13.0) = (14.9)
Trading derivatives XBMETR
— foreign currency forwards — R R = (0.2) = (0.2)
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FINANCIAL RISK MANAGEMENT AND 5
FINANCIAL INSTRUMENTS (continued)

5.3 Fair value estimation (continued) 5.3

Notes to the Condensed Consolidated Financial Information

The following table presents the changes in level 3
instruments for the period ended 30 June 2023:

RRRR S M E R M E

STREMREEL TR TE (@&

AFEKE &
TREFBE_ES_=F,H
T+ HILEBEEEZRTAENE
& -

Financial
Financial assets at
assets at fair value
fair value  through other
through comprehensive
profit or loss income Total
BATESA HEATESRA
BEz Hthz2Ekz
TRIEE ZEMEBEE it
HK$M HK$SM HK$SM
BEAT BEAET BEAT
As at 1 January 2023 RIE-=F—F—H 0.8 84.8 85.6
Additions RE 0.1 0.1 0.2
Currency translation differences FER Z%8 - 1.9 1.9
As at 30 June 2023 RZBZ=F-A=+H 0.9 86.8 87.7
There were no transfers between the three levels during the BEZZ - B=1HIH
period ended 30 June 2023. There were also no changes B = @EER B EER ;7
made to any of the valuation techniques applied as at 31 TE T F+"B=+—HFE
December 2022. R E R AT IR A ] i o
The management considers that the carrying amounts BIEERR RNEPEREHMEE
of financial assets and financial liabilities measured at EAZE#IER AT ENEMEE
amortised cost in the condensed consolidated financial kEmaGriRmEREATE
information approximate their fair values. Mo
BABREESRAT —S-=EhRs 49
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SEGMENT INFORMATION

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

The Group's Chief Operating Decision Maker (“CODM"), which
has been identified as the Executive Committee that makes
strategic decisions, assesses the Group's performance from
geographic perspective and has identified three reportable
segments of its business: Asia, Europe and North America.
The operating segments are assessed based on the measure of
segment profit. This measurement basis excludes the effects
of non-operating gains/losses, such as impairments on non-
financial assets, fair value gain/loss on trading derivative financial
instruments, and gain/loss on disposals of assets held for sale,
joint ventures, property, plant and equipment and right-of-use
assets. 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 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, 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.

Interim Report 2023
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Notes to the Condensed Consolidated Financial Information

RRRR S M E R M E

SEGMENT INFORMATION (continued) 6 DEER @)
The following table presents revenue and segment profit TRAOMNBIERMAERHEZT
information regarding the Group's reportable segments for the six TEHERIZEZIZHFHRA=ZTHIER
months ended 30 June 2023 and 2022, respectively: 18 B 7] 2 2R 93 26 89 UK % Be 2 2B s A1) B9
Bl
For the six months ended
HENTABLER
30 June 2023 30 June 2022
ZEZZERB=1R ZEIIERB=1H
North North
Asia Europe  America Unallocated Total Asia fuope  America  Unallocated Total
| 10, NS I <[ gt | i NS 5 B ) I st
HKSM HKSM HKSM HKSM HKSM HKSM HKSM HKSM HKSM HKSM
BE#AT E&%n FEEAnT EBRAR  EEEn B8 EEAn  EEEn EEEn  EEEn
Revenue Wi
Total segment revenue NENEEE 7625 82248 40 - 89913 8926 109593 269 - 118788
Inter-seqment sales TPRRE (835) (86.1) - - (169.6) 39 (19.0) = = (528)
External sales e 679.0 8,138.7 40 - 88217 8888 109103 269 - 118260
Segment (loss)profit AR ER) /ER (1026) 3374 (59) (349) 1940 (64.0) 457 269 135 4001
Finance income BBIA 19 25
Finance costs BRI (95.2) (1035)
Profit before income tax N 1007 3011
Income tax expense FEhER (505) (115.7)
Profit for the period Brad 502 1854
Depreciation and amortisation TEREHES
expenses (308) (156.7) - - (187.5) (36.0) (1412) (03) (82) (185.7)
Fair value loss on derivative fESRIRZATE
financialinstruments (Note) B8 (z0) - - - (1) (11.7) - - - (14 (14
Gainfloss) on disposals of property, 1 EYE BERAEUR
plant and equipment and right-of-  EBEZEZ
Use assets W5/ B8 - - - 89 89 = = = 80) 80)
(Gain on disposals of HERFHEER 2 WA
assets held for sale - - - 6.1 6.1 - - - 115.7 115.7
Provision for impairments on property, ¥1% BiE Rtz
plant and equipment (Note 7) HEERE () - - - (04) (04 = = = (06) (06)
Provision for impairment on RER-BastEy
investment in a joint venture HERE )

(Note 7)

= = = (508) (508)

Note:

The fair value gain/(loss) on derivative financial instruments for the period

ended 30 June 2023 and 2022 represented the fair value gain/(loss) related to

those trading derivative financial instruments that were not subject to hedge

accounting.

T

fizt: BE_B_=—FR_B__FRA=+
BIEHENTESRT A AP ERR
(B18) E B RETH T EHBRENZE
REUNTEERMTAAMNATERTS
(&548) -

RRMREBBIRAT —E=FHHRE
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Notes to the Condensed Consolidated Financial Information

RERAAR S TS B RIH5E

6 SEGMENT INFORMATION (continued)

Segment assets

Reconciliation of segment assets to total assets as at 30 June
2023 and 31 December 2022 are provided as follows:

6 DEER @)
DEEE
RZE_=FB=+tHAKZE__
F+_A=+—HONEEREELR
ERHIRNT :

30 June 2023 31 December 2022
“BIZERAZHA “B-ZFt°A=+-A
North _ North
Asia Europe  America Total Asia Europe  America Total
il Bl ; a; ) &) =h oz
HKM  _HKSM HKSM  HKSMHOM HOMHOM K
fGE%n EREn HRAn E8An EEEn  EEEn  EEAn  BEEn
Seqment assets HHEE
13245 6,938.6 523 8,315.4 13376 6,273.5 146.7 17518
Deferred income tax assets Etmshge 9.6 525
Tax recoverable iR 27 319
Derivative financial instruments frEEd 1A 2.6 17.1
Cash and cash equivalents ReRReSEER 351.1 7137
Total assets BElE 8,816.4 85730
7 OTHER GAINS NET 7  HftilkzmsEE
Six months ended 30 June
HENA=1+HLAER

2023 2022
HK$M HK$M
BHEBAT BE&ET

Loss on fair value change of: N EEHEIE !

— derivative financial instruments —TEEmTA (11.7) (1.4)
Foreign exchange gain, net PE &2 U 2 /3 & 0.1 23
Gain/(loss) on disposals of property, HEME BERREUK

plant and equipment, and right-of-use FREEEZ W@ (B18)

assets 8.9 (8.0)
Gain on disposals of assets held for sale HEFEHEEEZ WG 6.1 115.7
Others Hith 1.0 2.8
Impairments on non-financial assets JFEMBEERIE

— provision for impairments on property, —ME-BERZEZ

plant and equipment BB (0.4) (0.6)

— provision for impairment on investment —&RER—BEEME

in a joint venture (Note (i) BEEE (W) - (50.8)
4.0 60.0
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. S/ S -
7  OTHER GAINS NET (continued) 7  Hthm3Ee (@
Notes (=4
(i) During the six months ended 30 June 2022, the North America region is in (i) RBE_ZB-__F/XB=+HLKEA"
the process of divesting an investment in a joint venture located in Mexico, IEEMEEAHEMRERFN—BEH—
which was classified as assets held for sale. The Group recognised a provision BEECENKE WEHEARFHE
for impairment on investment in a joint venture of HK$50.8 million between BE-AEERKLERN—HBaEtXENE
the expected sales proceeds and its net book balance. HHEMSRIERERE FEZ BN ELE

ERAMERERS0.8EEE T

8 FINANCE COSTS, NET 8 ISR HER

Six months ended 30 June
BENB=1THLN~ER

2023 2022
ZEI=HF B F
HK$M HK$M
BEBT BEET
Interest income from bank deposits IRITEMZ A B WA 1.4 1.9
Interest income from joint ventures REGEREZFERA
(Note 20(a)) (F$5E20(a)) 0.3 0.4
Interest income from related parties KBRS 2 F 2 WA
(Note 20(a)) (M$5E20(a)) 0.2 0.2
e MBWA ] L Zo
Interest expense on bank loans, RITER - BEXZ
overdrafts, bills payable and ENRERRIEZE
factoring arrangement ZHBR% (43.3) (32.0)
Interest expense on other borrowings HMERZFERYS (45.4) (65.3)
Interest expense on lease liabilities HEaBZMERX (6.2) (5.9)
Interest expense on loan from related RERABINERZ
parties (Note 20(a)) B (M5E20(a)) (0.3) (0.3)
Finance costs R DN (95.2) (103.5)
Finance costs, net MRS ARER (93.3) (101.0)

t

El
B
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Notes to the Condensed Consolidated Financial Information

RERAAR S TS B RIH5E

9

10

PROFIT FOR THE PERIOD

Profit for the period has been arrived after charging:

HAA @A)
MR TS ERERZ MR

Six months ended 30 June

BEAA=THILAMEAR

2023 2022
—E”= =

HK$M HK$M
BEET BEEAT

Changes in inventories of work-in-progress 78 @R B RFE 2 &)
and finished goods 54.7 98.6
Raw materials and consumables used Bt BB IR A4 R R E 3E & 7,058.7 9,733.1
Provision for inventories, net FEEFEFRE 37.0 147.5
Employee benefit expenses EERFHEZ 479.8 493.8
Depreciation and amortisation expenses EREHEMAS 187.5 185.7
Legal and professional expenses FEREERS 20.6 25.6

INCOME TAX EXPENSE

Hong Kong profits tax has been provided at the rate of 16.5%
(2022: 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% (2022: 25%) on
the estimated assessable profit for the period.

Germany and US income taxes have been provided at the rate
of approximately 30% (2022: 30%) and 26% (2022: 26%),
respectively, on the estimated assessable profit for the period.

Taxation on profits from other jurisdictions 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.

Interim Report 2023
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10 INCOME TAX EXPENSE (continued) 10 FriSinfs (&

Six months ended 30 June

BEAA=THLAMEAR

2023 2022
—EC=HE —
HK$M HK$M
BHEAT BEEAT
Current income tax expense: BUERFTSMRBE S ¢
Germany == 51.1 73.0
PRC EIT FETEMER 0.5 15.7
Hong Kong profits tax SAFEMR - 4.0
Other jurisdictions HtelE & 2.5 21.7
54.1 114.4
Over provision in prior years: RBEEE 2 BEREE
PRC EIT PRI EPASIR (3.9 -
Deferred income tax expense BIEPT1S TR 0.2) 1.3
Income tax expense FRISTRFISZ 50.5 115.7
11 DIVIDEND 11 KRE
No dividend was paid or proposed during current and previous AN B A HRHA B R B 1 AR HA HA R
interim periods, nor has any dividend been proposed by the HEIRMHEZ IR ERRKRE > BE
Company since the end of the reporting period in respect of the EEC=HRIZBITEANA=S
period ended 30 June 2023 and 2022. B LEHA R B9 R &5 HA SRR 7 R B2 2K (T

EAIRE -

4
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Notes to the Condensed Consolidated Financial Information

RERAAR S TS B RIH5E

12 EARNINGS PER SHARE
(a) Basic

Basic earnings per share is calculated by dividing the profit
for the period attributable to shareholders of the Company
by the weighted average number of ordinary shares in issue
during the period.

12 SKREH
(@) E=&
BRERBH T RANBKREE
(BRI BRUL AR B T EE
I EFEEH -

Six months ended 30 June

B#E/A=tHLAEAR

2023 2022
—EI=HF BT HF
HK$M HK$M
BEBT BEET
Profit EaF
Profit for the period attributable to ~ Z<A T RS FELER A
shareholders of the Company A 53.2 199.5
Number of shares &8
Weighted average number of BEITEBRMETIIEE
ordinary shares in issue (thousands)  (FA%) 1,605,153 1,605,153
Basic earnings per share BREARF
(expressed in HK$) LB TTYR) 0.03 0.12

Diluted

The Group has no potentially dilutive shares outstanding
during the interim periods ended 30 June 2023 and 2022.

(b)
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Notes to the Condensed Consolidated Financial Information

RRRAT S RIS BRI MEE
PROPERTY, PLANT AND EQUIPMENT 13 Y% -BEKRKE
For the six months ended 30 June 2023, the Group acquired BE_Z_=FA=1+HLEKE
property, plant and equipment of HK$152.1 million (2022: B RNEBERBEAYE- F%& % 1
HK$118.7 million) and disposed of property, plant and equipment 152 1B8BEBT(CTEZ"_F 11878
with a net book value of HK$39.3 million (2022: HK$34.5 BAT REHERAFER393EEE
million). TT(CEZTF 34585887 MY
EN L 4R
For the six months ended 30 June 2023, the Group recognised BE_Z_="F/,A=+HLE
a provision for impairments on property, plant and equipment of B NREBBE BB R EHESDR
HK$0.4 million (2022: HK$0.6 million) which was related to idle BEEFEIIEE BT (CE"F:06
assets in Europe (2022: Europe). BEET  HEEUN(CE2 T 2H I BUN)
HRELSERR
For the six months ended 30 June 2023, no property, plant and BE_Z_="F/,A=+HLE
equipment with net book values were transferred to assets held B BENSRmEE (T 2F
sales (2022: Nil). T)WYE -BERRECEHEEIFE
HEEE-
TRADE, BILLS AND OTHER RECEIVABLES 14 B EEKRHMEWEIE
At 30 June At 31 December
2023 2022
RIEZ=F RIFZZ
~B=+H +ZHBA=+—H
HKS$M HK$M
BEBT BEET
Trade receivables B 5 EIRIE 1,710.7 1,312.5
Less: loss allowance o ESIE R (28.8) (38.3)
Trade receivables, net B EWRRIEFEE 1,681.9 1,274.2
Bills receivables FEW Z 1 8.7 16.3
Deposits and prepayments & &AM RIE 200.7 123.7
Deposits paid for purchase of raw materials 8 &Rkl > BFi2% 33.2 18.9
VAT recoverable AR [EIEER 116.6 108.1
Other receivables (Note) Hhpg Uk sa (i sE) 102.8 109.9
2,143.9 1,651.1
Less: non-current portion o IETREIER D
Other deposits Hihizs (8.2) (10.8)
2,135.7 1,640.3
Note: As at 30 June 2023, the balance included a receivable of HK$41.2 million M RoB-_=EXB=+H &HaERkE
(31 December 2022: HK$42.5 million) from the Taizhou Bay Committee, a PERNERANEEEE 2 EINHIE
government authority in the PRC. M2BEAT(CEZF+A=+—
B : 4258887 °
ESRGEBRSRATE ZTE=FriARE
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14 TRADE, BILLS AND OTHER RECEIVABLES 14 B5 ZEKEMEWEIE
(continued) #B)
At 30 June 2023 and 31 December 2022, the aging analysis of RIEZ=FNA=Z+BRZZ_C
the trade receivables based on invoice date was as follows: F+-B=+—H> BZEWEIAER
BEHHAMNREBOTOT

At 30 June At 31 December

2023 2022
RIEZ=F RKRIFZZ

~A=+H +Z-A=+—H

HK$M HK$M
BHEAT BE&AT
0 — 90 days 0Z90H 1,644.3 1,258.6
91 — 180 days 91£E180H 23.8 18.1
Over 180 days #Bi8180H 42.6 35.8
1,710.7 1,312.5
15 SHARE CAPITAL 15 B
Authorised share capital EERA
Numbers of
shares Share capital
17 8B g7
(Thousands) HK$M
(Fi) BEAT
Ordinary shares of HK$0.01 each at RE__F—H—H-
1 January 2022, 31 December 2022, “E__F+”-B=+—H>
1 January 2023 and 30 June 2023 “EI=F—A—HK
—E=FB=+H
SREEVIBITZEER 5,000,000 50.0
Issued and fully paid BRITRERE
At 1 January 2022, 31 December 2022, RW_E__F—HF—H-
1 January 2023 and 30 June 2023 S F+"RB=+—H"
“E_=F—H—-B8k
—EC=F5A=+H 1,605,152 16.1
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16 BORROWINGS 16 &

At 30 June At 31 December

2023 2022
R-EZ=F A — S —

AB=+A +-A=+-H

HKS$M HK$M
BEET BEAT
Non-current JETRE
Bank borrowings IRITIER 127.2 111.3
Current RE
Bank borrowings RITIER 338.6 286.1
Other borrowings (Note) HfEr (sH) 463.0 744.7
801.6 1,030.8
Total borrowings fETRAEER 928.8 1,142.1
Note: As at 30 June 2023, the balance included the Syndicated Term Loan of MizE: RZBZZFRAZ+H ZEHREE
US$61.8 million (31 December 2022: US$95.0 million) maturing in March RETHERCISEBET (ZTEZ2F
2024. +ZRA=+—H:95.088%m 2N

T_ME=FFH-
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17 TRADE, BILLS AND OTHER PAYABLES 17 B -BEMEHMENRIE
At 30 June At 31 December
2023 2022
RIEZ=F RIE_Z

ANB=+H +ZBE=+—H
HK$M HK$M
BEBT BEET
Trade payables B EMNRIE 1,728.6 1,418.8
Contract liabilities =R 78.8 57.9
Other tax payable HihfELRIE 34.6 38.0
Accrued salaries and employee benefits FEEtE & KB B 1EF 106.5 138.8
Provision for claims and contingencies RERNAEEEE 1.8 2.4
Accrued professional expenses FESTERER 38.3 39.1
Asset retirement obligations BERBEM 69.8 68.5
Other payables and accruals HithEANRIBRE &R 143.7 113.6
2,202.1 1,877.1

Less: non-current portion o IERBIER D
Asset retirement obligations EERESE (69.8) (68.5
Other payables HAhrE T =IE (58.5) (30.3
2,073.8 1,778.3

The aging analysis of the trade payables based on invoice date BEEMAMIEREEZAHZERD

was as follows:

s -

At 30 June At 31 December

2023 2022

RIEZ=F RIF-HF

~NB=+H +=ZBA=+—H

HKS$M HK$M

BEBT BEET

0 — 90 days 0ZF90H 1,665.0 1,374.0
91 — 180 days 91E180H 11.0 25.6
Over 180 days #B48180H 52.6 19.2
1,728.6 1,418.8
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18 PLEDGE OF ASSETS 18 EEIEH
As at 30 June 2023 and 31 December 2022, the Group N ZEC=HFRA=F+HERIZSIC
has pledged the following assets to banks to secure certain F+ZA=+—8B > x&EEEAIRT
borrowings and general banking facilities granted to the Group: BRUTEE WERETAEERZ

ETERR—RIRITRE

At 30 June At 31 December

2023 2022
RIEZ=F RKIFZZ

~B=+H +ZBE=+—H

HK$M HK$M

BEAT BEERAT

Property, plant and equipment M- BB K& 711.4 1,507.9
Right-of-use assets FREEE 136.3 142.6
Investment properties KEME 50.7 54.3
Inventories =558 319.2 1,006.1
Trade receivables B2 EIRIE 1,431.3 969.0
Pledged bank deposits BIRFIRITER 6.5 43.0
2,655.4 3,722.9

4

=l
B
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RERAAR S TS B RIH5E

19 CAPITAL COMMITMENTS

As at 30 June 2023 and 31 December 2022, significant capital
expenditure contracted for but not yet incurred is as follows:

19

BRI
RNIE_=ZFXA=Z+HKR_Z__
F+-"RA=Z+—H BN EBRESE
ZEAEABIZUWT :

At 30 June At 31 December

2023 2022
RIEZ=F RITTTZ
~NB=+H +=-B=+—H
HK$M HK$M
BHEBT BEERATT
Capital expenditure contracted BETMNERNERES
for but not provided in BB P EBEN
the condensed consolidated [ EN
financial information in respect of:
— acquisition of property, plant and — W BB Rk e
equipment 85.4 63.4
— additions in construction in progress —hEEEIR 13.6 9.5
99.0 72.9
20 RELATED PARTIES TRANSACTIONS 20 RBAEEARR5

The Group is controlled by USUMHK which owns 60.95% of
the Company’s shares. The remaining 39.05% of the shares are

widely held. The ultimate holding company of the Group is Loncin
Group Co., Ltd (incorporated in the PRC). The ultimate controlling
party of the Group is Mr. Tu Jianhua.

(a) Transactions

In addition to those disclosed elsewhere in the condensed

consolidated financial information, the Group had the

following transactions with its related parties for the six
months ended 30 June 2023 and 2022.

Interim Report 2023
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Notes to the Condensed Consolidated Financial Information

RRRR S M E R M E

20 RELATED PARTIES TRANSACTIONS (continued) 20 REEEARZ (@)

(a) Transactions (continued) (@ x5@)
All of the transactions were carried out in the normal FIBERZHENRAEBEHEEREB
course of the Group’s business and on terms as agreed R 5% H i E N IRUE
between the transacting parties. They are summarised as 170 B
follows:

Six months ended 30 June
BEANB=1tHLN~ER

2023 2022
—E=H =S
HK$M HK$M
BEAT BEET
Sales of goods to MUTELHEERE @
— Joint ventures —5EhE 125.3 221.3
— Related parties — RS 12.8 15.0
Purchases of goods from TUTE L HER R
— Joint ventures —5EhE (231.9) (319.0)
— Related parties —RA (63.2) (90.0)
Interest income from KEUTE A ZFBEWA
— Joint ventures —5EhE 0.3 0.4
— Related parties — ARG S 0.2 0.2
Interest expense to FIRFUTEFZMERZ
— Related parties —RAR (0.3) (0.3)
Other income from (Note (i)) KEUTE R ZEMBA
(M EEG))
— Joint ventures —5EhE 1.0 1.0
— Related parties — ARG S 1.8 1.8
Administrative expenses to (Note (i) I FUTFTEZHZTEREX
(M=% Gi))
— Related parties —RA (7.6) (2.7)
Notes: i
(i) Other income mainly comprised management fee income, rental (i) HMRAFTZEEEEERAE
income, service income and commission income. WA~ RFEWA R FAEWA ©
(i) Administrative expenses mainly comprised management fee, lease (if) THRXTEAEEEE HER
expense and service fee. X R RFE ©

t

El
B
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RERAAR S TS B RIH5E

20 RELATED PARTIES TRANSACTIONS (continued) 20

B 5325 (8)

(b) Key management compensation (b) FEEEEHM
Key management includes chairman of the Company, all FTECEEAEAARER -2
directors, chief executive officer, chief financial officer, BEE TREH BEVEE
chief operating officer and chief investment officer. The BEREEEREFREE iR
compensation paid or payable to key management for HEERBMENNECGETEE
employee services are shown below: EENFHFMIROT
Six months ended 30 June
BEARB=1+HLSEAR
2023 2022
ZEI=HF TECCF
HK$M HK$M
BHEBT BEERAT
Wages and salaries, including T&EM#FHE BIEEH
restructuring costs and other AR A R ELAth 4% L R (B 2 A
termination benefits 8.0 8.3
Pension costs — defined BRE A — R E HREE
contribution plans - -
Other employee benefits Hitg EEH = =
Total et 8.0 8.3
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20 RELATED PARTIES TRANSACTIONS (continued)

RRRR S M E R M E

20 BEEEAR S (@)

(c) Period-end balances (0 HAKRASER
At 30 June At 31 December
2023 2022
MRIBZ=F ATEBIC
~NB=+H +ZB=+—H
HK$M HK$M
BEET BEEAT
Receivables from: FEWIA T & ARIE -
— Joint ventures (Note (i) — & (i) 89.4 65.1
— Related parties (Note (i) — RS (k) 12.7 17.6
102.1 82.7
Payables to: FEMIA T ARIE !
— Joint ventures (Note (ii)) —&E i EEi) (34.9) (33.1)
— Related parties (Note (ii)) —RBEEE 7 (M 5EGi)) (28.3) (35.3)
(63.2) (68.4)
Notes: MfEE
(i) The receivables from joint ventures and related parties include trade (i) FEU & & ¥R S RIBEE
receivables and other receivables. Trade receivables are repayable B 5 RURIE R E MR RIE &
within 60 days, and other receivables are repayable on demand. Both S EWGEIAZAR60E EE 2
are unsecured and non-interest bearing. FEWGRIER 7832 B R E5E - 248
IEH R EIERR TR
(ii) The payables to joint ventures and related parties include trade (i) B EEtERBHSRIBEIE
payables and other payables. Trade payables are repayable within 60 B RMNRIEREMELRIE &
days, and other payable are repayable on demand. Both are unsecured SIEFIBZAR60R AEE  Hith
and non-interest bearing. FEATRRIB R 7812 B R E5E - 248
FIEH R EIER R
BEABREEASRAT —B-SERHEE 65
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RERAAR S TS B RIH5E

21

ASSETS HELD FOR SALE

At 30 June At 31 December
2023 2022
RIZTZ=F RKRIFEZZ

~NB=+H +=ZA=+—H
HKS$M HK$M
BEATT BEET
Property, plant and equipment (Note (i) YE - BB R R B (EE3)) 54.9 59.3
Right-of-use assets FRAEEE 2.3 2.3

Investment in a joint venture KER—HBaEhzx
(Note (ii) (B =% Gi)) - 129.1
57.2 190.7

Representing: }5 !

Assets held for sale BEHEEE 57.2 190.7
57.2 190.7

Notes:

(i) During the six months ended 30 June 2023, the Group disposed of certain
land, building, plant and equipment located in Europe with a net book value
of HK$132.4 million and a gain on disposal of HK$6.1 million was included in
other gains/(losses), net.

(ii) The balance represented an investment in a joint venture located in Mexico
with its investment cost of HK$157.7 million. During the six months ended
30 June 2023, the Group reclassified an investment in a joint venture as assets
held for sale. An impairment provision of HK$50.8 million was included in
other gains/(losses), net.
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RRRR S M E R M E

22 CONTINGENCIES 22 SAEIE

(@) The Company is one of the defendants to a legal claim (@ ZEAFADelco Participation

by Delco Participation B.V. (“Delco”) regarding an alleged
non-payment of a portion of the loans advanced by Delco
Asia Company Limited (“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 Ankong (“Mr. Fang”), a former director of the
Company, and HWH Holdings Limited ("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
exact scope of the indemnity is yet to be determined.

The court case is still in progress, with the parties filing
amended pleadings and evidence. On Delco’s application,
the Court granted leave to Delco to discontinue its claim
against the Company for the HK$57.8 million, with certain
issues still to be decided by the High Court of Hong Kong.
The directors of the Company, after taking legal advice
from its legal advisers and in review of the Indemnity, 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 for this claim has
been made.

A

I

B.V. (TDelcol) BB TERERE
Delco Asia Company Limited
(TDelco Asial) B FTARE
FABINEH EEEEMNS7.88
BRATERMEREHEAERM
RN ERRBIESEAZ—o
DelcoBBHEBN 2 ——FIK
fEDelco AsiaVEERBE KT
T — > Delco Asiabl BiEH zE 7
FBR AR RBREEHRE
o4 (M5 584 )) &HWH Holdings
Limited (THWH 1) & BHEIAAF]
s IRBH A EHWHI AR
BASBEAR_Z—RE+_H
+t HEZNBERGAER
SEEARTR (HRaiE) RS
EENFBEBRRIRERABRZ
F4EK (TRE)) - mENARE

FAREFTETH EFEZHE
R BT R A B IR o IR IR
DelcoBYER7E » AP A 5T Delco#®
IEEARRAERES7.SEEET
ETEENBEREESSARE
EE - REBANGLEEBN
FRERRBRBER ARF
EERAFELRBERAIEER
AT 22 B9 T H o BRI o S S R
I ZRBEE L B o
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RERAAR S TS B RIH5E

22 CONTINGENCIES (continued)

(b)

(©

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 parties subsequently filed amended pleadings and
gave evidence at the trial in July 2022. The case is still in
progress, with the parties having made close submissions,
and the parties are awaiting judgement from the Court. 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 for
this claim has been made.

As at 30 June 2023, the Group has provided financial
guarantees to certain related parties and joint ventures of
HK$19.4 million and HK$50.8 million (31 December 2022:
HK$19.0 million and HK$49.9 million), respectively. As the
risk of default is very remote and there is no history of
default, no financial guarantee liability was recognised.
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BEEEHBRIERKEITRINRE
N _E_"FLtBZEB L
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PRINCIPAL BANKERS

Agricultural Bank of China
Landesbank Baden-Wurttemberg (LBBW)
Standard Chartered Bank (Hong Kong) Limited

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

The PRC

GROUP HEADQUARTERS

Suite 1001, 10/F, Infinitus Plaza
199 Des Voeux Road Central
Hong Kong

The PRC

HEADQUARTERS IN THE PRC

Unit AF2, Floor 25, Block A, Building no.1
No. 18, Xiaguangli

East 3rd Ring Road North

Chaoyang District

Beijing

The PRC

HEADQUARTERS IN EUROPE

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

HEADQUARTERS IN NORTH AMERICA

1515 East Avenue
Erie, PA 16503
USA

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