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The board of directors (the “Board”) of Rare Earth Magnesium
Technology Group Holdings Limited (the "Company” or "REMT")
announces the unaudited condensed consolidated interim results
of the Company and its subsidiaries (collectively the "Group”) for
the six months ended 30 June 2019 ("Review Period"), together with
the comparative figures for the corresponding period in 2018 as
follows.

BHRGSRERAMEENER
CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

HZE 20194 6 A 30 H1E7<E A For the six months ended 30 June 2019

BE BE
20195 2018 £F
6H30H 6H30H
IEREA IEREA
Six months Six months
ended ended
30 June 30 June
2019 2018
Bf$ 5 T8 F#Ex
Notes HK$'000 HK$'000
(RBEZX) (RBEZX)
(Unaudited) (Unaudited)
BFEREXER Continuing operations
'ON Revenue 3 726,229 795,638
SHEMAR Cost of sales (519,911) (592,973)
el Gross profit 206,318 202,665
E A R 558 Other income and gains, net 2,063 1,516
HERDIHER Selling and distribution costs (5,030) (6,924)
TR Administrative expenses (16,159) (25,694)
W% E R Finance costs 4 (37,379) (35,933)
BR TS BL AT E Al Profit before income tax 5 149,813 135,630
FT{5 % 2 Income tax expenses b (33,518) (30,580)
FEREER 2 AR Profit for the period from
continuing operations 116,295 105,050
HERREEZERBER AR
2019w | 3




BHGSR=REMEEINERE)
CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME (CONTINUED)

HZ= 20194 6 A 30 H1E7SE A For the six months ended 30 June 2019

BE BE
20195 2018 £F
6H30H 6H30H
IE7R{EAR 1EREA
Six months Six months
ended ended
30 June 30 June
2019 2018
B 5 T8 F#n
Notes HK$'000 HK$'000
(RBE) (REEZ)
(Unaudited) (Unaudited)
BRI K Discontinued operations
BRI FETE 2 HAK Loss for the period from
E518 discontinued operations 17 — (1,234)
HA P4 A Profit for the period 116,295 103,816
Hih2mEMAX Other comprehensive expenses
REBBHEEHRSEE Other comprehensive expenses
S Hitt2HEMAY: to be reclassified to profit or
loss in subsequent periods:
MEBINEB 2 EH Z58 Exchange differences on translating
foreign operations (28,878) (34,013)
HAZHEWALLLE Total comprehensive income
for the period 87,417 69,803
T ATEEEA Profit/(loss) for the period
smAl (B8 ): attributable to:
ZAN/NEIEZ 2= DN Owners of the Company
—REFELEER — from continuing operations 116,295 105,050
—REERIFEEETE — from discontinued operation — (1,193)
116,295 103,857
eI Non-controlling interests
—RE BRI EER — from discontinued operation — (41)
116,295 103,816

Rare Earth Magnesium Technology Group Holdings Limited

l' Interim Report 2019



BHGSR=REMEENERE)
CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME (CONTINUED)

HZ= 20194 6 A 30 H1E7SE A For the six months ended 30 June 2019

8z HZE
20195 2018 £F
6H30H 6H3H
IR {EAR IEREA
Six months Six months
ended ended
30 June 30 June
2019 2018
B 5 T8 F#x
Notes HKS’'000 HKS'000
(REE) (RBEZX)
(Unaudited) (Unaudited)
T ATEEEIAZE Total comprehensive income/
WA/ () 4% (expenses) for the period
attributable to:
KRAREB A Owners of the Company
—REFELEES — from continuing operations 87,417 72,069
—RE BRI EHET — from discontinued operation — (2,326)
87,417 69,743
FEIEAR A Non-controlling interests
—REERIERERER — from discontinued operation — 60
87,417 69,803
BERER : Earnings per share:
REFERCKIELEEK  From continuing and discontinued
operation
—ERREE — basic and diluted 8 1.774li cents  1.58ll cents
REFESEELK From continuing operation
—HARREE — basic and diluted 8 1.774li cents  1.601ll cents

B RARLE 7 15 10 5 B B 755 3Rk Y o 7

& o

RERHE S EEAR AR A R
2019 R EASR

Details of the dividends are disclosed in note 7 to the condensed
financial statements.
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B BN R

CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

20194 6 A 30 H At 30 June 2019

2019 £F 2018 5
6H30H 12A31H
30 June 31 December
2019 2018
B 5 Fi&x FEBxT
Notes HKS'000 HK$'000
(REBEFXZ) (1BE#)
(Unaudited) (Audited)
ERBEE NON-CURRENT ASSETS
Y - BB R ERE Property, plant and equipment 9 1,537,360 1,534,027
TEf TR ERIE Prepaid land lease payments 51,704 52,036
mEE Intangible assets 40,676 40,030
IR Mining rights 47,165 47,298
EEIPRITHER Pledged bank deposits 9,748 9,757
ERBEELT Total non-current assets 1,686,653 1,683,148
REBEE CURRENT ASSETS
FE Inventories 174,609 146,419
BN E 5 BR 3 & R UM =i Trade and bills receivables 10 165,792 217,980
TEf L EFIA Prepaid land lease payments 1,318 1,319
FENFIE - Be Rk Prepayments, deposits and
H i I BR K other receivables 346,946 177,101
BRI TER Pledged bank deposits — 14,975
IR1T IR & 46k Bank and cash balances 123,926 131,276
MENEEER Total current assets 812,591 689,070
REBAE CURRENT LIABILITIES
J‘&“H:‘éﬁ%ﬁﬁm Trade payables 11 49,006 41,849
Hib R L IEFTER Other payables and accruals 40,716 48,570
afaE Contract liabilities 14,710 7.799
=i Borrowings 12 135,486 65,706
FET R K Tax payable 21,231 8,154
mEaEesE Total current liabilities 261,149 172,078
RBEEZFE NET CURRENT ASSETS 551,442 516,992
HEERMBARS TOTAL ASSETS LESS CURRENT
LIABILITIES 2,238,095 2,200,140
Rare Earth Magnesium Technology Group Holdings Limited
6 Interim Report 2019




B AR S B B AR = (1])
CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION (CONTINUED)

20194 6 A 30 H At 30 June 2019

2019 £F 2018 5
6H3H 12A31H
30 June 31 December
2019 2018
B s¥ FiBxT FiExT
Notes HK$'000 HK$'000
(REBER) (1BE#)
(Unaudited) (Audited)
FkRBEME NON-CURRENT LIABILITIES
IEFEUY A Deferred revenue 69,710 69,772
AR E S Convertible bond 13 367,099 350,336
BE Borrowings 12 275,601 310,921
BEERRIBEEE Deferred tax liabilities 14,791 14,742
JE S R SR BR 3K Amounts due to shareholders 14 149,307 183,152
ERBAERRE Total non-current liabilities 876,508 928,923
BEFE Net assets 1,361,587 1,271,217
ER EQUITY
AATEEA Capital and reserves attributable
LA #FE to owners of the Company
ﬂ%ﬂi Share capital 657,439 657,439
& Reserves 704,148 613,778
R Total equity 1,361,587 1,271,217
TRl B AR AR

2019 R EASR



O HHGAESSHE
CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

HZ= 20194 6 A 30 H1E7SE A For the six months ended 30 June 2019

ARTHAAEL
Attributable to owners of the Company

BAED TERES AREE
kA& ¢ fiff  HHEE HEEE BRAGE O AbfEE SRS fif REEN BE FEhEs

Convertible
Capital bonds Share Non-
Share Share ~ redemption Special equity option Statutory Merger Other ~ Translation Retained controlling
capital premium Teserve Teserve Tesenve Teserve Teserve Teserve Teserve Tesenve eamings Total interests
Téx Féx Tén TEx Tz TEx TEn Tz T#n TEn TEn @ TEn  TEn
H§00 HKso00 Hs000 HK§000 H§o00 Hk§o00 HKso00 H$000 HK§000 H§00 Hk§00 HKso00 H$000

R0191A1B(BFE) At January 2019 (Audited) 657,439 1,560,077 49 - 86,548 8,364 104,882 (1500,592) (22233)  (139,068) 515381 1,211,217 - N7
ilabay Profitfor the period - - - - - - - - - - 16295 116295 - 16295
Efp2E0A Other comprehensive income - - - - - - - - - (28879) - (28879) - (28879)
BR2ERAEE Total comprehensive income

for the period - - - - - - - - - (28,878) 116,295 87,417 - 87,417
ERERE Transfer to reserve - - - - - - 5,487 - - - (5,487) - - -
REEERHINFZRS  Equity settled sharebased

transactions - - - - - 2,953 - - - - - 2,953 - 2,953
R 2019% 6 A 30 B (REEH) At 30 June 2019 (unaudited) 657,439 1,560,077 419 - 86,548 1317 110369 (1500,592) (22,233)  (167946) 626,189 1,361,587 — 1,361,587
R201851A1B(BHE) A1 January 2018 (Audited) 657439 1,560,077 419 (60,819) 86,548 = 89,427 (1,500592) (17,058) 10,963 304676 1,131,080 (7836) 1123244
=i Profit for the period = = = = = = = = = = 103,857 103857 (41) 103816
TN Other comprehensive income = - - - - - - - - 3Ny - 3N 101 (36,013)
BR2ERAEE Total comprehensive income

for the period = = = = = - - - - (34,114) 103,857 69,743 60 69,803
ERRERE Transfer to reserve = = = - - - _ - _ _ _ _ _ _
REEERAMRZES  Equity settled sharebased

transactions = = = = = 2209 = = = = = 2209 = 2209

1201856 530 B (REEH) At 30 June 2018 (unaudited)
857439 1560077

=

19 (60819) 86,548 2209 89427 (1500592)  (17088) (23151 408533 1203032 (7.778) 1,195,256

KRR EEE IS FTUREE > B A B 2 iX {5 EE The special reserve represents the difference between the nominal
EANBRAR T RMDIE1993F FFRT value of the shares of the acquired subsidiaries and the nominal

EESEAREGWEEERT RO EEY value of the Company's shares issued for the acquisition at the time
ZEEE o of the group reorganisation prior to the listing of the Company's
shares in 1993.

s Rare Earth Magnesium Technology Group Holdings Limited
Interim Report 2019



BHGSRERER
CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

HZ= 20194 6 A 30 H1E7SE A For the six months ended 30 June 2019

HZE HZE
20195 2018 £F
6H30H 6H3H
IR {EAR IE7R{EAR
Six months Six months
ended ended
30 June 30 June
2019 2018
T8 FExT
HKS’'000 HKS'000
(REEZ) (REEZ)
(Unaudited) (Unaudited)
KETE Operating activities
PR AT 1S 250 Al A A Profit before income tax including discontinued
(BEERIEEEER) operations 149,813 134,396
FTHIEBEL AR Adjustments for:
W% ER Finance cost 37,379 36,272
DAEREE 2 BARER Equity-settled share option expenses 2,953 2,209
B ERala ) &EE Share of profits and loss of joint ventures — (310)
RITHABIA Bank interest income (870) (674)
e Depreciation 37,042 37,919
RS B 7 Amortisation of intangible assets 2,332 5,960
FRuERE 2 i Amortisation of mining rights 94 352
RN L HAEE IR Recognition of prepaid land lease payments 466 767
MR FEZE 2R FE Write-down of inventories to net realisable
value — 5,740
7 o] B e W BR FURUE Reversal of impairment of other receivables — (30)
229,209 222,601
FEEMm Increase in inventories (28,884) (18,877)
FEUE SRR (18h0) Decrease/(increase) in trade receivables 53,029 (48,547)
HibeUgBRR (3ghn) R (Increase)/decrease in other receivables (197,659) 81,114
RHGFEZR A Decrease in long-term deposits — 39
WA & A RERFUR Decrease in amounts due from joint ventures — 436
FENTE BRGNS Cd) Increase/(decrease) in trade payables 7,337 (13)
Hib R CRd) /#m (Decrease)/increase in other payables (947) 188
EE mn iR ZE B A 1N Increase in provision for product warranty — 78
KL EBFEANIRS Cash generated from operations 62,085 237,019
EAEINHIA Overseas taxes paid (20,174) (5,223)
KRETEFEENESTEEHE Net cash generated from operating activities 41,911 231,796
MR BB R AR 9

2019 R EASR



F% Eﬁ :-‘:TAEEQUILE%% ( =1 )
CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)

HZ= 20194 6 A 30 H1E7SE A For the six months ended 30 June 2019

HZE HZE
20195 2018 £F
6H30H 6H30H
IE7R{EAR IE7R{EAR
Six months Six months
ended ended
30 June 30 June
2019 2018
T8 T8
HKS'000 HKS'000
(REEZX) (REEZ)
(Unaudited) (Unaudited)
REEE Investing activities
SR EIPS) Interest received 870 674
BEME  BEKERE Purchases of property, plant and equipment (41,820) (134,097)
EHERRITETORLD Decrease in pledged bank deposits 15,261 8,125
RETHFTANRESFE Net cash used in investing activities (25,689) (125,298)
A& EE Financing activities
BN ER Finance costs paid (12,039) (13,233)
B AR TS EIE Proceeds from new borrowings 67,555 15,000
B —BHBA 73'5? R& AR Increase in amount due to a non-controlling
2 FIELE AN shareholder of a subsidiary - 448
EREE Repayment of borrowings (32,553) (50,900)
FET AR R AR BB Decrease in amounts due to shareholders (42,245) (42,861)
RMEEBFTANRE ST Net cash used in financing activities (19,282) (91,546)
BERZERRLIEE (Bl2) Net(decrease)/increase in cash and
B nFEE cash equivalents (3,060) 14,952
HUOzREeREFHRLER Cash and cash equivalents at the beginning
of the period 131,276 172,854
IEERSBNTE  FHE Effect of foreign exchange rate changes, net (4,290) (4,450)
HARZEHESRERREER Cash and cash equivalents at the end of
the period 123,926 183,356
Rare Earth Magnesium Technology Group Holdings Limited
10 Interim Report 2019




BHGSRERERE)
CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)

HZ 20194 6 A 30 H1E75EA For the six months ended 30 June 2019

HZE HZE
20195 2018 £
6H3H 6H30H
IR {EAR IE7R{EAR
Six months Six months
ended ended
30 June 30 June
2019 2018
Fi&x FExT
HKS’000 HK$'000
($BEF)
(Restated)
(REE) (REEZ)
(Unaudited) (Unaudited)
RERERBRESER 5 Analysis of balances of cash and
cash equivalents
RESRRAR G BT ISR R TIBR 2 Cash and cash equivalents as stated in the 123,926 160,677
ReRERBRELIER condensed consolidated statement of
financial position
BREMEABIELEZHE Cash and cash equivalents included in as — 22,679
SEEENR A RER assets of a disposal group classified as
REHEAE held for sale
123,926 183,356
2019 R EIRE 1




HZE 20194 6 A30HI1E7SE A For the six months ended 30 June 2019
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The condensed consolidated financial statements are
unaudited and have been prepared in accordance with Hong
Kong Accounting Standard ("HKAS") 34 “Interim Financial
Reporting” issued by the Hong Kong Institute of Certified
Public Accountants ("HKICPA") and the applicable disclosure
requirements of Appendix 16 to the main Board Listing Rules
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”).

The Group has adopted the following revised HKFRSs for the
first time for the current period’s unaudited interim condensed
consolidated financial statements.

HKFRS 16
HK(IFRIC)-Int 23

Leases
Uncertainty over Income Tax Treatments

Amendments to Prepayment Features with Negative

HKFRS 9 Compensation
Amendments to Plan Amendment Curtailment
HKAS 19 or Settlement
Amendments to Long-term Interests in Associates and
HKAS 28 Joint Ventures
Amendments to Annual Improvements to
HKFRSs HKFRSs 2015-2017 cycle

The new and amendments to HKFRSs have been applied
in accordance with the relevant transition provisions in
the respective standards and amendments and there is no
material impact to the financial statements and/or disclosures
of the Group.



AR S B B R I RE (4])
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

HZ= 20194 6 A 30 H1E7SE A For the six months ended 30 June 2019

3. SEREHR 3. SEGMENT INFORMATION
AEBEREDHER ZEEERE The Group's primary format for reporting segment information
E%DEL - is business segment.
HZE2019F6 308 L <A A (K For the six months ended 30 June 2019 (unaudited)
RER)

RERERK
Continuing operations

EEBEER OfXKHEM

Magnesium Corporate

products and others Consolidated

Fi&x Fi&x FiEx

HK$'000 HK$'000 HK$'000
PEBWA - Segment revenue:
REINERE F R YA Revenue from external customers 726,229 - 726,229
PEEE Segment results 193,893 (7,571) 186,322
i - Reconciliation:

FEUA Interest income 870
MEER Finance costs (37,379)

BR PS8 B A Profit before income tax 149,813
PSRt > Income tax expenses (33,518)
H s Al Profit for the period 116,295
2019 F 6 A 30 B (RELEX) At 30 June 2019 (unaudited)
PHEE Segment assets 2,365,570 - 2,365,570
I - Reconciliation:
KHBCEE Unallocated assets 133,674
BEE Total assets 2,499,244
PHEE Segment liabilities 428,542 - 428,542
. Reconciliation:
RAHEEEE Unallocated liabilities 709,115
BaEE Total liabilities 1,137,657

13

2019 R EASR



AR S B B R R RE (47)
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

HZE 20194 6 A30HI1E7SE A For the six months ended 30 June 2019

. oEER= 3.  SEGMENT INFORMATION (CONTINUED)
BZE2018F6HA30H LA (K For the six months ended 30 June 2018 (unaudited)
RERZ)
BEREEK
Continuing operations
tEBEER OLERH#M 58 BRILEREER
Magnesium Corporate Discontinued
products and others Consolidated operation
TExT TET T TEx
HKS'000 HKS$'000 HK$'000 HK$'000
2EBBA Segment revenue:
REIMNDEFRMA Revenue from external customers 795,638 - 795,638 158,723
DEEE Segment results 174,854 (3,900) 170,954 (1,270)
HE - Reconciliation:
FIBWA Interest income 609 65
HKER Finance costs (35,933) (339)
R E AR Share of profit of joint ventures — 310
BRETSRIATER,/(B#8)  Profit/(loss) before income tax 135,630 (1,234)
g iliaha Income tax expenses (30,580) -
HREA/ (&E) Profit/(loss) for the period 105,050 (1,234)
720184 6 A 30 A (REEZ) At 30 June 2018 (unaudited)
PEHEE Segment assets 2,161,494 — 2,161,494 223,828
HE - Reconciliation:
ADREE Unallocated assets 186,429 25,679
BEE Total assets 2,347,923 249,507
PHEE Segment liabilities 507,663 - 507,663 76,069
Hk - Reconciliation:
AOBEEE Unallocated liabilities 683,320 135,122
BmakE Total liabilities 1,190,983 211,191
,”‘ Rare Earth Magnesium Technology Group Holdings Limited

Interim Report 2019



AR S B B R I RE (4])
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

HZ= 20194 6 A 30 H1E7SE A For the six months ended 30 June 2019

4.

BEEH 4. FINANCE COSTS
BE BE
20195 2018 £
6H3H 6H3H
IE7<{EAR 7@ R
LV GGECITELE - Six months ended
30 June 2019 30 June 2018
TEx Fi#xT
HKS’000 HKS'000
(REBEX) (REBEX)
(Unaudited) (Unaudited)
BERAFAZEEZR ZIETT  Interest on bank and other borrowings
K EMEFRF S wholly repayable within five years 12,215 12,948
Al R E A B Interest on convertible bonds 25,164 22,985
37,379 35,933
PR P18 B B0 s 5. PROFIT BEFORE INCOME TAX
= HZE
20195 2018 £F
6H30H 6H30H
IE7R{EAR IER{EAR
LA THOECIG LM Six months ended
30 June 2019 30 June 2018
T T8
HK$'000 HKS'000
(REBEZ) (REEX)
(Unaudited) (Unaudited)
REBE 2 B FT1S B AT i A The Group's profit before income tax has
Bk (ER) : been arrived at after charging/(crediting):
e Depreciation 37,042 34,947
m A E#HE Amortisation of intangible assets 2,332 5,960
PR R 5 Amortisation of mining rights 94 352
TEf L A8 & SRR 8 Amortisation of prepaid land lease payments 466 525
|ITHEIWA Bank interest income (870) (609)
MRS R AR A F)

2019 R EASR 15



AR S B 35 3R B RE (4])
NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

HZ= 20194 6 A 30 H1E7SE A For the six months ended 30 June 2019

6.

16

FRiSHiR X 6.  INCOME TAX EXPENSES
Bz HZ
20195 2018 55
6H30H 6830 H
IE7<EA IE7<EA
LA GEEGELE  Six months ended
30 June 2019 30 June 2018
Fi&x T8t
HK$'000 HK$'000
(REBEZ) (REBE)
(Unaudited) (Unaudited)
AEE The Group:
FR R ZEFTISRR PRC Enterprise Income Tax 33,518 30,580
KE 7.  DIVIDEND
EESTEZMBREIREEZ 2019 The Board does not recommend any payment of interim
F6A30BIEAEA ZH KA dividend to shareholders for the six months ended 30 June
(2018 6 A30H : #&) - 2019 (30 June 2018: Nil).
ADT)EBEREZSISEAE 8. EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY

5EZREAET

EREXRZNBEARDG L B E
HEABARLBELEER ZHA
% F116,295,0007 JT(20184 -
105,050,000 % 7T ) & BR (A & 3@ AR N
¥ 5 $6,574,390,058 A% (2018
1 6,574,390,058 % )5t & -

MR AREN AT R ES & AR EE
EREAZFNEREEZE - WH
Z2019F 6 HA308H Kk2018F 6 A
S0RLEANERAzERESRFEET
RERBAER - REE2018F6
A30HIENEA AEEWEE %
TEBREEEEER -

Rare Earth Magnesium Technology Group Holdings Limited

Interim Report 2019

HOLDERS OF THE COMPANY

The calculation of the basic earnings per share amount is
based on the profit for the period from continuing operations
attributable to ordinary equity holders of the Company of
HK$116,295,000 (2018 : HK$105,050,000) and the weighted
average number of ordinary shares of 6,574,390,058 (2018:
6,574,390,058) during the period.

Diluted earnings per share for the six months ended 30 June
2019 and 30 June 2018 was the same as the basic earnings
per share as the convertible bonds and share options
outstanding had anti-dilutive effects on the basic earnings per
share.



fE B 47 5 B 35 ¥R 3R B 5E (4R

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

HZ= 20194 6 A 30 H1E7SE A For the six months ended 30 June 2019

9. Y% - MENRRE 9.  PROPERTY, PLANT AND EQUIPMENT
REZE2019F 6 A30H IE/REA - During the six months ended 30 June 2019, the Group
AEEBE T 41,820,000%7c(2018 had acquired property, plant and equipment amounted to
F6H30H : 134,097,000 7T ) 2 HK$41,820,000 (30 June 2018: HK$134,097,000).
ME - BB MR o
10. ERE S RFAREWER 10. TRADE AND BILLS RECEIVABLES
2019 £F 2018 5
68 30H 12A31AH
30 June 31 December
2019 2018
T Fi#x
HK$'000 HK$'000
(REERZ) (BEE)
(Unaudited) (Audited)
e E 5 BRI Trade receivables 169,336 214,717
B Provision for impairment (3,544) (3,544)
165,792 211,173
e Bill receivables — 6,807
165,792 217,980

AEBRTEESEFZEEHT
HBiE180K o

ATTHREEEZERRIEZERA
ZARER DA

The Group allows an credit period of not more than 180 days
to its trade customers.

The following is an aged analysis of trade receivables, based
on invoice date:

2019 £F 2018 &
68 30H 12318
30 June 31 December
2019 2018
T8 FEx
HK$'000 HK$'000
(REEZ) (8R&E%)
(Unaudited) (Audited)
0-60K% 0 - 60 days 117,287 130,699
61 -90 K 61 -90 days 39,555 37,550
B0 X Over 90 days 8,950 42,924
165,792 211,173
B ERERAR AT

2019 R EASR 17
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HZ= 20194 6 A 30 H1E7SE A For the six months ended 30 June 2019

&1+ B 5 BRFK 11. TRADE PAYABLES
ATHENEZEREFBBEZHE The following is an aged analysis of trade payables, based on
ZERER AT ¢ invoice date:
2019 £F 2018 55
6H3H 123 H
30 June 31 December
2019 2018
FEx T8
HKS'000 HKS$'000
(REBEZ) (REZ)
(Unaudited) (Audited)
0-60K 0 - 60 days 15,059 30,667
61 -90 K 61 -90 days 5113 2,122
i@ 90 X Over 90 days 28,834 9,060
49,006 41,849
12, 25 12. BORROWINGS
2019 £F 2018 55
6H3H 1231 H
30 June 31 December
2019 2018
B 5E T T8
Note HFILS'IJIIU HK$'000
(REEZ) (REZ)
(Unaudited) (Audited)
R1TEE Bank borrowings 166,398 110,500
HMEE Other borrowings (ii) &(iii) 244,689 266,127
411,087 376,627
BE Borrowings:
_iﬁq_ﬁkz@czdaﬁ Within one year or on demand 135,486 65,706
—F A FETHEBASF  More than one year but not
exceeding five years 275,601 310,921
411,087 376,627
B BWERBIBE 2 738 Less: Amounts shown under
current liabilities (135,486) (65,7006)
FIVEFERBIBE ZFIE  Amounts shown under
non-current liabilities 275,601 310,921
BE : Borrowings:
B ;IR Secured (i)&(ii) 218,377 216,480
E S Unsecured 192,710 160,147
411,087 376,627
Rare Earth Magnesium Technology Group Holdings Limited
18
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

HZE 20194 6 A30HI1E75E A For the six months ended 30 June 2019

I+ 425 -
{EEU 5 )
Hiat - Notes:
(i) 1 15 X 49133,526,0007% 7L(20184F 12 A 0)
318 110,500,000 %) A AIYEIR LA 3K

WHBFRYE - BE IS EREMN LA

& FNIE 49133,210,00058 7£(2018 4 12 A 31

B : 132,469,000 7T) {EEIR -
(i) BEARR-—R2EHBRARERESHA
A([EBEErA A )R2014F5A30H ]
VHER DS BRSRARERAZMEA
A% HH 25,000,000 ETE K © ZIBHEMN 2015
F1N2A7TAKBIRE - AIREERS
25,000,000 37T A1 ZE 27,000,000 ETT ©

(ii)

r&% X G F IR B BRITRAER B IMN3.5%
B M eRRERGEMENTEERA
HEtE

B R & Bh A A ¥ A B 34V & 84,851,000
# Jt(20184 12 A31H : 105,980,000/
L) B EBEXEBIERER QAR
f#\E@’A\—JﬁEﬂ% i R (i) = Z R F Alpha Sino
International Limited ([Alpha Sino )& Z
t%al%—;t%l% RAERABRGER (i)

R 1717 5 499,748,000 7£.(2018 F 12 A 31
EI © 24,732,000 870 ) {EIE IR o

MR2019F6 A30H « ARAIBITREES
#20,504,0003% Jt(HH & 7159,838,000/%8
TLMEHFUREBRE - ZEHFEFFERT%
AR BEEME—X - RERTERSN -
ZEFNEEAE A2020F8811H - EF
BEEREFNEARTFT7.05% °

(iii) (iif)

12. BORROWINGS (continued)

Secured borrowing of approximately HK$133,526,000 (31 December 2018:
HK$110,500,000) were guaranteed by the corporate guarantee and pledged
building and property, plant and equipment and prepaid land lease payments of
approximately HK$133,210,000 (31 December 2018: HK$132,469,000).

Pursuant to a loan agreement entered into by a wholly- owned subsidiary of the
Company and International Finance Corporation ("IFC") on 30 May 2014, IFC had
granted a loan of US$25,000,000 to the subsidiary. The agreement was amended
and restated on 7 December 2015 with increase in the loan granted from
US$25,000,000 to US$27,000,000.

The loan bears interest at LIBOR plus 3.5% per annum and the amounts due are
based on the scheduled repayment dates set out in the loan agreement.

The loan granted by IFC of approximately HK$84,851,000 (31 December 2018:
HK$105,980,000) was secured by (i) corporate guarantee given by Century
Sunshine Group Holdings Limited; and (ii) pledged of shares in Century Sunshine
Group Holdings Limited as owned by Alpha Sino International Limited ("Alpha
Sino"), the substantial shareholder; (iii) deposit with banks of approximately
HK$9,748,000 (31 December 2018: HK$24,732,000)

As at 30 June 2019, the Company has issued bond with the outstanding amount
of US$20,504,000 (equivalent to HK$159,838,000) for cash. The bond bear an
interest of 7% per annum payable in arrear semi-annually. The maturity date of
the bond is 11 August 2020 unless early redeemed. The effective interest rate of
the bond is 7.05% per annum.

BEMZEEZEREERA
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R20174%11 A308 @ fEAUEE K
FEBREN 3D - XQRRBRE
BEEREAERARTEERE] -
Sure Sino Global Limited ([Sure
Sinol) ~ A X EBERABR A
BAIRARRIEIZ EEWE - 817
BEFL%TE  AEBFEFHRARES
o AR& 48585 420,0000008 T2
AR ES -

R AR E Y G BRI
SEBEORYNE  UEEHE
BRI A EREARSER
EY LY P TR AT T
NEERERG NS BB EE
B B 4K B 2 A AR B g T
BEH  AAMRIA - AEHS
> AT ERAELTTRBRTE
31745 FIE (T 5t o AR (E
%2 NTE By WL ER
1T o TR ER D I A H00R (A 25
EiE | —E 3l E AR - BEBHR
AR B B 14% -

AMBRESE FTESIFAEARER
BB 0408 TR AN ° B
BITHRF  ATBRRESFBE XSS
=F o EBA R RRESEIEH
ZRIBERFETT c AR AR EEB
BRI AEER 2 BRES -

A EFGERNFAER2H
2017 F 10 A 26 B Z3@EK ©

Rare Earth Magnesium Technology Group Holdings Limited
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On 30 November 2017, as part of consideration for the
acquisition of the Fullocean Group, the Company has issued
convertible bonds which bear an interest of 4% per annum
payable in arrear semi-annually with aggregate principal
amount of HK$420,000,000 pursuant to the sale and purchase
agreement entered into by Capital Idea Investments Limited
(“CIIL"), Sure Sino Global Limited ("Sure Sino”), Century
Sunshine Group Holdings Limited and the Company.

According to the Group's accounting policy, the convertible
bonds are classified separately as financial liabilities and
equity in accordance with the substance of the contractual
arrangements and the definitions of a financial liability and
an equity instrument. Conversion option that will be settled by
the exchange of a fixed amount of cash or another financial
asset for a fixed number of the Company’'s own equity
instruments is an equity instrument. The fair value of the
liability component is estimated using the prevailing market
interest rate for similar non-convertible instruments. The fair
value assessment of the convertible bonds was performed
by an independent professional valuer. The equity element is
presented in equity under the heading of “convertible bond
equity reserve”. The effective interest rate of the liability
element on initial recognition is 14% per annum.

The convertible bonds entitle the bondholder to convert to
shares at a conversion price of HK$0.40. The maturity date
of the Convertible Bonds is the 3 year from the date of issue.
Conversion may occur at any time before maturity date of the
Convertible Bonds. The Company will redeem the convertible
bonds if the bonds have not been converted on maturity date.

For more details of the terms of convertible bonds, please
refer to the circular dated on 26 October 2017.
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HZ= 20194 6 A 30 H1E7SE A For the six months ended 30 June 2019

13. AR ES @) 13. CONVERTIBLE BOND (continued)
A ,mAﬁﬁﬁﬂﬁﬁﬁﬁﬁwm—Hﬁﬁxﬁ The liability component of convertible bond recognised in the
SBRELIFTELT statement of consolidated financial position was calculated as
follow:
FEx
HK$'000
2017F 12831 B R As at 31 December 2017 and
20181 A1H 1 Janaury 2018 318,684
STAEBRAERX Effective interest expenses charged 47,021
B RERHER Interest expenses paid and payable (15,369)
R2018%F 12 A31B X As at 31 December 2018 and
20191 H1H 1 Janaury 2019 350,336
STABRF B Effective interest expenses charged 25,163
S REAF SR Interest expenses paid and payable (8,400)
R 20194 6 A30H As 30 June 2019 367,099
14 BE{TEIRRARSK 14. AMOUNTS DUE TO SHAREHOLDERS
ENBRRERBSEERR  T5ERK The amounts due to shareholders are unsecured, non-interest-
mEFEENE - bearing and have no fixed terms of repayment.
15. 7iE 15. COMMITMENTS
20195 2018 £
6H3H 12831 H
30 June 2019 31 December 2018
FEx T8
HK$'000 HK$'000
(REER) (REX)
(Unaudited) (Audited)
BERTAERERAE Contracted, but not provided for:
WE - BEK&E& Property, plant and equipment 16,876 18,629
MRS R AR A F)

21
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16.

17.

22

BEALRS

REZE2019F 6 A 308 1E751E A 5
f AEEHAFETEEIEE 95000
% Jt(2018%F 6 A30H : 95,000/
TEAEEME -

ERIEEEER

R2018F 6 AK  ZARIEFTIZR
EHEESTFERES ' DHREZR
FIBE IR BSFTEL - 2 EE 122018
F7ARTHRRE o

Emjtz«‘%%ﬁ‘%ﬁﬁﬁwgﬂ@%ﬁwu
TR BRRIUREFLED

A - HKVEE%FDD%;%T’EEEZQH:Z«‘
EHEBET o

Rare Earth Magnesium Technology Group Holdings Limited

Interim Report 2019

16.

17.

RELATED PARTY TRANSACTION

During the six months ended 30 June 2019, the compensation
to key management amounts to HK$95,000 (30 June 2018:
HK$95,000) representing director’s remuneration.

DISCONTINUED OPERATION

At the end of June 2018, the board of the Company decided
to disposal the electronic product business due to its weak
profitability. The disposal was completed at the end of July
2018.

The loss for the period from discontinued operations is set out
below. The comparative figures in the consolidated statement
of profit or loss have been restated to represent the electronic
product business as a discontinued operation.
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HZE 20194 6 A30HI1E75E A For the six months ended 30 June 2019

17. BRIEREER )
BRI ST 245 DT 85 o

17. DISCONTINUED OPERATION (continued)

Analysis of the results of the discontinued operations are set

™ out below:
BZE
2018 5
6H30H
ERfEA
Six months ended
30 June 2018
TiEén
HKS000
(REEXK)
(Unaudited)
WA Revenue 158,723
SHER A Cost of sales (131,892)
EF Gross profit 26,831
Hi a5k B8 5 58 Other gains or losses, net 7,927
HEMDHE N Selling and distribution costs (10,028)
THAX Administrative expenses (17,848)
ik (G i Research and development expenses (8,087)
EIEEERARRNRER Share of profits and losses of joint ventures 310
M%ER Finance costs (339)
%Fﬁ?%ﬁﬁﬁﬁﬂ% Loss before income tax (1,234)
FTSBFAX Income tax expenses —
HINER Loss for the period (1,234)
Ht2EAX Other comprehensive expenses
TREEEFTIEERRL Other comprehensive expenses to be
Hi2EMAX : reclassified to profit or loss in subsequent
periods:
FEBIINEB ELER Exchange differences on transaction of
foreign operations (1,032)
HR2EBEXAE Total comprehensive expenses for the period (2,266)
Tﬁ‘J/\i@ﬁﬁﬂWEﬂE : Loss for the period attributable to:
VNN T%Eﬁ/\ Owners of the Company (1,193)
e I Non-controlling interest (41)
(1,234)
THATEEHRRZEBEZEHE Total comprehensive expenses for the
N period attributable to :
ZiN/N T%ﬁ/\ Owners of the Company (2,326)
FEIE R = Non-controlling interest 60
(2,266)
BRER Loss per share:
RECKRIEEERT From discontinued operation
EARREE(OB) Basic and diluted (HK cents) (0.018)

HERZEEZEEERAR
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17. BERILREXE 2 17. DISCONTINUED OPERATION (continued)
BRI E R BR T A E 1B T & 4 Loss before taxation from discontinued operations is arrived
BRATSIEBENR at after charging the following:

8=

2018 £

6H30H

EREA

Six months ended

30 June 2018

TiEn

HK$'000

(REEXK)
(Unaudited)

ITERF® Wages and salaries 41,514
XA EREFGRIKETEIFE Payment to defined contribution retirement plans 2,704
BB TRA Total staff costs 44,218
e REH Depreciation and amortisation 3,214
BRBRAX 2 FEKA Cost of inventories recognized as an expense 151,206
FEEE Provision for inventories 5,740
EmiRB R Product warranty provision 185
MERAERS : Research and development expenses:

AEAS Current period expenditure 8,087
BERIFEEEBRIRERE DT Analysis of the cash flow of discontinued operations is as
N follows:

Bz

20185

6H30H

ER{EA

Six months ended

30 June 2018

Ti&n

HK$'000

(REEXK)
(Unaudited)

RERBFTELRIR S FRE Net cash generated from operating activities 5,658
BRERSMANR S FE Net cash used in investing activities (984)
MEFHMANREFHE Net cash used in financing activities (6,278)
RembF8 Net cash outflow (1,604)

21‘ Rare Earth Magnesium Technology Group Holdings Limited
Interim Report 2019
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HZ= 20194 6 A 30 H1E7SE A For the six months ended 30 June 2019

17. BERILREXE #) 17. DISCONTINUED OPERATION (continued)
HEERIEREEBERERK The calculations of basic and diluted earnings per share from
B RFER the discontinued operation are based on:

BZE
2018 5F
6H30H
1ER{EA
Six months ended
30 June 2018
TiEén
HK$'000
(REEXK)
(Unaudited)
BRI EER TR Loss attributable to ordinary equity holders
BEAELER of the parent from the discontinued operation (1,193)
STESREAZRFHBAE BT Weighted average number of ordinary shares
w9 (HiEs) in issue during the period in the basic earnings
per share calculation (Note 8) 6,574,390,058
ARGt EBREERT L BR Weighted average number of ordinary shares
I (HisE8) used in the diluted earnings per share
calculation (Note 8) 6,574,390,058
WERREEZERBR AR
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B A 1808 A ([ B2 FIE 1) /116,295,000
B r(20184F 1 103,816,000/87T) * [EILL
HHN12% o BAEFIEEM - B THEREE
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Rare Earth Magnesium Technology Group Holdings Limited ("REMT"
or the "Company”, and together with its subsidiaries, the “Group”)
is a high and new technology enterprise and industry leader with
superior production process and patent in technology that engages
in the research and development (R&D), production and sales of
rare earth magnesium alloys new materials. The Group focuses on
the application of rare earth technology and product innovations
by adopting product differentiation competitive strategy. With
professional R&D team and robust technical know-how, the Group
will concentrate on its development goal of rare earth new material
technology and products innovation, which would continue to
contribute profits to the Group.

For the six months ended 30 June 2019 (the "period under review"),
the Group's overall revenue amounted to HK$726,229,000,
representing a decrease of approximately 8.7% compared with
HK$795,638,000 for the same period in 2018. During the period
under review, the proportion of production and sales volume of
rare earth magnesium alloys was increased by one percentage
point compared with the same period last year, which resulted
an increase in the overall gross profit margin. The overall gross
profit margin of the magnesium business was 28.4%, representing
an increase of approximately 3% compared with 25.4% for
the same period last year. The decrease in sales revenue and
increase in gross profit margin were mainly due to the adjustment
and optimisation of the product structure, and the reduction in
production and sales volume of low-margin products resulting in a
decrease in total sales volume from 31,933 tons in 2018 to 28,395
tons in the period under review.

Profit after tax was HK$116,295,000 (2018: HK$103,816,000),
representing a period-on-period increase of 12%. Besides the
improvement in the overall gross profit of the Group, the increase
in gross profit after tax was also attributable to the consolidated
management of the Group and the strengthened and streamlined
management structure of the Group after the disposal of
electronic business in the second half of 2018, which enhances the
management efficiency, leading to a decrease in the administrative
expenses by 37% from HK$25,694,000 in 2018 to HK$16,159,000 in
2019. In addition, our Xinjiang production base was recognised as
a "High and New Technology Enterprise” by the PRC Government in
October 2018, the Group benefits from the tax concessions brought
about by the Government's preferential policy, thus reducing the tax
expenditure and generating more profits for the Group.
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PROFESSIONAL R&D TEAM SPECIALISING ON RARE EARTH
TECHNOLOGY APPLICATION

As an important alloying or micro-alloying element, rare earth
plays an important role in metallurgy and material fields, such
as purifying alloy melt, refining alloy structure, improving alloy
mechanical properties and corrosion resistance and so on; in fact,
rare earth is widely applied in steel and nonferrous alloys. The
Group has an expert level R&D team that provides robust scientific
research and technical support for the product innovation. By
using patented technology and by adding appropriate amount of
rare earth elements to the original magnesium alloy, properties
such as tensile strength, ductile strength and elongation of the
original alloy are significantly enhanced, which are far better in
quality than ordinary magnesium alloy. The excellent purification
and strengthening effects of rare earth are continuously being
recognised and mastered; by adding the appropriate rare earth
elements, magnesium alloys would result in its greater tensile
strength, better heat and corrosion resistance, thus greatly
expanding its application.

EXCELLENT PERFORMANCE OF COMPETITIVE STRATEGY OF PRODUCT
DIFFERENTIATION

The PRC Government highly values and encourages the application
of rare earth technology and emphasises on strengthening the
utilisation of rare earth resources, extending the industrial chain
and increasing the added value of rare earth. National policies also
continue to favour the Group's business development. The Group
makes full use of its production method and patented technology
from intermediate alloy to applied alloy, focusing on the R&D of
high-end rare earth magnesium alloy products. The Group also
achieved significant results by adopting the competitive strategy of
product differentiation.

Currently, the Group’'s main products are basic magnesium
products and rare earth magnesium alloy products. The rare
earth magnesium alloy products accounted for approximately
36% of its production and sales volume and approximately 58%
of its revenue. As an advantageous product of our Group, we
will continue to steadily increase the proportion of production
and sales of rare earth magnesium alloy products and to take
advantages of its superior technological edge in the industry so as
to provide sustainable development of the Group’s new materials of
magnesium alloy.

BERBEEZERER AR
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The Xinjiang production base of the Group is located in Hami City,
the eastern front of Xinjiang. It is a strategic centre of the PRC's
“One Belt, One Road”; it was also a key stronghold of the Silk Road
in ancient times. Hami has abundant resources, with its high-quality
and low-priced coal and dolomite mineral resources providing
favourable conditions and momentum to the Group for further
developing its magnesium business. Our Xinjiang production base
has been recognised as a “High and New Technology Enterprise”
in 2018 by PRC’'s National High and New Technology Enterprise
Recognition and Management Leading Group. Xinjiang production
base has adopted the new vertical retorts magnesium production
smelting technology, which is currently the most advanced
technology in the magnesium industry, realising the mechanisation,
automation and humanised production of the magnesium smelting,
thus promoting the upgrade of magnesium industry technologies.

Research indicates that about 70% of the fuel used in an empty
vehicle is consumed by its own weight. Fuel efficiency can increase
by 6%-8% when the vehicle's weight is reduced by 10%. The
lightweighting trend in transportation represented by automobiles
is the future direction, and also drives the demand growth in the
magnesium alloy market. The Group will continue to invest R&D
and increase technology development intensity to further perfect
the series products of magnesium alloy, so as to satisfy the market
demand for wider application of magnesium alloys.

Looking ahead, the Group will fully grasp the developmental
opportunities of rare earth magnesium alloy products and make
full use of the resources and geographic advantages in Hami. We
shall accelerate the pace of project construction and industrial
optimisation, and advance the subsequent production capacity
of magnesium alloys and the construction of auxiliary ferro-
silicon projects, hence forming a circular economic development
model of comprehensive utilisation of semi-coke, ferro-silicon
and magnesium products production. Meanwhile, the Group will
continue to optimise its product structure, increase the proportion
of production and sales of high-margin and high-performance rare
earth magnesium alloys, implement the competitive strategy of
product differentiation continuously, and assemble the new driving
force of enterprise development, which leads to a new era for the
high and new technology development in magnesium industry.
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Revenue of the Group for the period under review was
approximately HK$726,229,000 (2018: HK$795,638,000),
representing a period-on-period decrease of 8.7%, which is mainly
due to the decrease in sale volumes of the magnesium products by
approximately 11.1% to 28,395 tonnes (2018: 31,933 tonnes) during
the period under review. The decrease are mainly attributable to
the adjustment and optimisation of product structure to reduce the
production and sales volume of low-margin products.

Gross profit for the period under review was approximately
HK$206,318,000 (2018: HK$202,665,000), representing a period-
on-period increase of 1.8%. The gross profit margin of magnesium
alloy products was approximately 28.4% for the period under review
(2018: 25.4%), representing a period-on-period increase of 3%.
The average selling price of magnesium products increased from
HK$24,862 per ton in 2018 to HK$25,576 per ton in the period under
review.

The administrative expense for the period under review was
approximately HK$16,159,000, representing a period-on-period
decrease of approximately HK$9,535,000. Administrative expenses
were mainly comprised of expenses such as staff remuneration,
depreciation and amortisation, audit and professional fees and
leases. The decrease in administrative expense was mainly due to
the enhancement of cost management for the period under review.
Moreover, after the disposal of electronic business in the second
half of 2018, the management structure was streamlined and
resulted in improved management efficiency.

Finance cost was approximately HK$37,379,000, representing a
period-on-period growth of approximately HK$1,446,000 (2018:
approximately HK$35,933,000). The growth is mainly contributed
by the increase in effective interests from HK$22,985,000 in
2018 to HK$25,164,000 in 2019, deriving from the amortisation
of convertible bonds issued to Century Sunshine Group Holdings
Limited (the intermediate holding company of the Group), in
November 2017. The issuance of convertible bonds is a part of the
consideration to acquire the Fullocean Group.
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FINANCIAL REVIEW (continued)
Net profit and EBITDA

For the six months ended 30 June 2019, the profit after tax of the
Group was approximately HK$116,295,000 (2018: HK$103,816,000),
representing a period-on-period growth of approximately
HK$12,479,000 or 12.0%. The growth is mainly contributed by the
combined effect of the increase in operation profits deriving from
magnesium products business and the decrease in administrative
expenses in the current period. The profit attributable to the equity
holders of the Group has increased by HK$12,438,000 or 12.0%
to HK$116,295,000 for the six months ended 30 June 2019 (2018:
HK$103,857,000). The EBITDA of the Group was approximately
HK$227,126,000 (2018: HK$213,347,000), representing a period-on-
period increase of 6.5%.

LIQUIDITY AND FINANCIAL RESOURCES

On 30 June 2019, the cash and cash equivalent and pledged
bank deposits of the Group were approximately HK$133,674,000
(31 December 2018: HK$156,008,000). The Group's borrowings
as at 30 June 2019 was HK$778,186,000 (31 December 2018:
HK$726,963,000). The Group's borrowings were denominated in
Hong Kong dollars, US dollars and Renminbi with floating or fixed
interest rates.

As at 30 June 2019, the gearing ratio of the Group, defined as
borrowings divided by total assets, was 31%. The interest expenses
were approximately HK$37,379,000 during the Review Period, and
the interest coverage multiple of the Group was approximately 4.1
times.

The Group's existing cash resources, together with the steady cash
flows generated from business activities, are sufficient to meet its
business needs.
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As at 30 June 2019 and 31 December 2018, the Group has no
contingent liabilities.

The Group's dolomite mine is situated in Baishan City, Jilin Province,
the PRC. The mine is operated with open-pit method, and therefore
no additional exploration works are involved or required. Only
simple infrastructure works for open-pit mining are involved in the
development activities, and no underground drilling or structural
works are involved. The dolomite mined is the raw material for
producing magnesium products of the Group. The transportation
cost for the raw material is relatively low due to the close proximity
of the mine to the production base of the Group.

The dolomite mine of the Group was classified by the PRC resource/
reserve volumes. As at 30 June 2019, the estimated resource and
reserve volumes were determined based on the yearly reduction
of mined quantity to calculate the remaining resource and
reserve volumes. There is no material change in the assumptions
of estimation by the Group as compared with those previously
disclosed. The resource and reserve volumes were reviewed by the
Group's internal geological experts. For the six months ended 30
June 2019, the dolomite output was 56,906 tons. As compared with
31 December 2018, there is no material change in the resource and
ore reserve volumes of the dolomite mine.

For the six months ended 30 June 2019, the expenditures
of mining activities were mainly for direct wages, materials,
energy, transportation, depreciation and amortisation, etc. Such
expenditures have been included in cost of sales and charged to the
unaudited condensed consolidated statement of profit or loss and
other comprehensive income.

The expenditure incurred in mining activities in the dolomite
mine for the six months ended 30 June 2019 were approximately
HK$4,292,000 while the expenditure of exploration and development
activities was HKS$Nil.
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FOREIGN CURRENCIES AND TREASURY POLICY

Most of the Group's business transactions, assets and liabilities are
denominated in Hong Kong dollars, US dollars or Renminbi. The
usual treasury policy of the Group is to manage significant foreign
currency exposure in a cautious manner and minimize foreign
currency risk whenever it may have material impact to the Group.
During the last six months, the Group did not engage in any interest
rate or foreign currencies speculations.

EMPLOYEES RELATIONS

As at 30 June 2019, the Group has 737 employees (30 June 2018:
1,472). In addition to salary remuneration, the Group also provides
other fringe benefits such as annual leave, medical insurance and
provident fund, etc. to its staff.

APPRECIATION

On behalf of the Board, | wish to thank all our shareholders,
customers, suppliers and bankers for their continual support. |
would also like to extend my appreciation to all the staff for their
dedicated work and their contribution throughout the Review Period.
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SHARE OPTION SCHEME

In order to attract and retain the best quality employees for the
development of the Group’'s businesses and to provide additional
incentives or rewards to selected qualifying participants, the
Company adopted a share option scheme on 4 December 2017 (the
“Scheme”). The qualifying participants mainly include employees
and directors of the Group and any substantial shareholders, and
the consultants or advisers, distributors, contractors, suppliers,
service providers, agents, customers and business partner of the
Group who have made contribution to the Group. The Scheme,
unless otherwise cancelled or amended, will remain in force for 10
years since its establishing date. The remaining life of the Scheme
is approximately 8.5 years (expiry on 4 December 2027).

As at 30 June 2019, options to subscribe for a total of 261,400,000
Shares were outstanding under the Scheme (the “Options”).

M09 5 HIA R B {TE -G P S M09 5
181858 2B E ZBRE ZEBRIE ¢ANAKE TiEE
Options Options Options
Held at granted exercised lapsed Held at
1 January during the during the during the 30 June Exercise
2019 period period period 2019 price
BT
HK$
(A &8
Employees 146,400,000 = — — 146,400,000 0.4
40,000,000 = — — 40,000,000 0.5
(B) EZF
Directors
Lt hE 30,000,000 — — — 30,000,000 0.4
Shum Sai Chit
NEPS 20,000,000 — — — 20,000,000 0.4
Chi Bi Fen
i 5,000,000 = — — 5,000,000 0.4
Meng Jian
BER 5,000,000 - - - 5,000,000 0.4
Tam Wai Ho
BbR 5,000,000 — — — 5,000,000 0.4
Kwong Ping Man
REAR 5,000,000 — — — 5,000,000 0.4
Cheung Sound Poon
P g 5,000,000 — — — 5,000,000 0.4
Kwan Ngai Kit
/&t Sub-total 221,400,000 == = — 221,400,000 0.4
/&t Sub-total 40,000,000 = = = 40,000,000 0.5
£ 5t Total 261,400,000 = = — 261,400,000
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SHARE OPTION SCHEME (continued)

The above share options outstanding at the end of the reporting
period have the following expiry date, exercise period and exercise
prices.

pEid =] [& i B 28 fTiEH BlRTEE BREXE
Exercise Number of
prices Share
Grant date Expiry date Exercise period per Share options
AT
HK$
2018%F 4 A25H 2023128298 B2018F11A1HESR 0.4 221,400,000
20235 12H 298
25 April 2018 29 December 2023 From 1 November 2018
to 29 December 2023
20184 H25H 20209 12A31H H2019F1 A1HEE 05 40,000,000
20209 12A31H
25 April 2018 31 December 2020 From 1 January 2019

to 31 December 2020

261,400,000

2019 BiERE B Ef - At &I B T AT
BOIZAREIRMO BB (BIE LM ERTT
E A RE ) 52 918,839,005 A% © HHE R A
NEE BB BITIRAL 14% - 2582 8%
THFELA85F - WAEMN 2027F 12 A4
HEm e
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As at the date of the 2019 Interim Report, the total number of
Shares of the Company available for issue under the Scheme
(including the above share options outstanding not yet exercised)
was 918,839,005, representing approximately 14% of the issued
share capital of the Company as of the date thereof. The remaining
life of the Scheme is approximately 8.5 years and to be expired on 4
December 2027.
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DIRECTORS’ INTERESTS IN SECURITIES

At 30 June 2019, the interests of the directors of the Company
(the "Directors”) and their associates in the shares and underlying
shares of the Company and its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (the
“SFQ")), as recorded in the register maintained by the Company
under Section 352 of the SFO or as otherwise notified to the
Company and The Stock Exchange of Hong Kong Limited pursuant
to the Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code") set out in Appendix 10 to the Rules
Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”), were as follows:

Interests in the Shares, underlying shares and
debenture of the Company

EARRTF
BERSIRAHERS2EERYA BRTRA
Number of ordinary shares interested or deemed to be interested pa §
B2 {8 AR ikt DEMES HE SRERENE ARSI
Approximate
percentage of
interests in the
issued share
Personal Family Corporate Number of capital of the
Director interests interests interests Total options held Company
#e
Long position
e - . - - 30,000,000 0.46%
Shum Sai Chit
BEH - - - - 3,000,000 0.05%
Chi Jing Chao
miE = = = = 5,000,000 0.08%
Meng Jian
BEFATAL(EBL])
Tam Wai Ho, Samson JP
("Dr. Tam”) 63,464,000 4,600,000 75,754,236 143,818,236 5,000,000 2.26%
(PFEE1) (Note 1) (F7E2) (Note 2)  (BF5E3) (Note 3)
BRI - - - - 5,000,000 0.08%
Kwong Ping Man
RER = - - - 5,000,000 0.08%
Cheung Sound Paon
R - - - - 5,000,000 0.08%
Kwan Ngai Kit
KR
Short position
&
Nil
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(3) ZZER A P 75,754,236 8% M Earnmill Holdings
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DIRECTORS’ INTERESTS IN SECURITIES (continued)

Interests in the Shares, underlying shares and
debenture of the Company (continued)

Notes:

(1) Such Shares include the 51,464,000 Shares which are jointly owned by Dr. Tam and Mr.
Tam Wai Tong, Thomas (“Mr. Tam”"). Dr. Tam directly owns 12,000,000 Shares.

(2) Mrs. Tam Mui Ka Wai is the spouse of Dr. Tam and therefore Dr. Tam is deemed to be
interested in the Shares owned by Mrs. Tam pursuant to Part XV of the SFO.

(3) Of these shares, 75,754,236 Shares are beneficially owned by Earnmill Holdings Limited
("Earnmill Holdings"), a company which is ultimately wholly owned by Dr. Tam and Mr.
Tam, in equal shares.

Interests in the shares of associated corporations

BERSYRAMEES 2 EERYA (1FR) & HE sk
Number of ordinary shares interested or deemed EEERT
to be interested (long position) IRz 2
- HELEEEE EARES T DEES HE  BoEsk
Approximate
percentage of
interests in the
issued share
Name of capital of the
associated Personal Family Corporate associated
Director corporation interests interests interests Total corporation
L7 405t SR B AR 14,666,305 - — 14,666,305 0.32%
BRAA] (P &E)
(M4 ]) (Note 1)
Shum Sai Chit Century Sunshine
Group Holdings
Limited ("Century
Sunshine”)
BRI 42 /5% 1,633,998 — = 1,633,998 0.045%
Chi Jing Chao Century Sunshine (PR=E2)
(Note 2)
AP 42 f5 K — 2,560,010 — 2,560,010 0.04%
Kwan Ngai Kit Century Sunshine (PH3E3)
(Note 3)

36

Interim Report 2019

Rare Earth Magnesium Technology Group Holdings Limited



Hitt&g# (&)
OTHER INFORMATION (CONTINUED)

EEZEBSFER 2 DIRECTORS’ INTERESTS IN SECURITIES (continued)
REBEZERG 2E®#) Interests in the shares of associated corporations
(continued)

Kiat - Notes:

(1) 14,666,305 Bttt 42 B e AR (D UL R A A R (1) 14,666,305 shares in Century Sunshine are directly owned by Mr. Shum Sai Chit.

(2) 1,633,998 W L5 MM B BBES LT EEER - (2) 1,633,998 shares in Century Sunshine are directly owned by Ms. Chi Bi Fen.

(3) ZERMBIE 2,560,010 RELIFHRMDBBEEZ (3) Such shares include the 2,560,010 shares in Century Sunshine owned by Mr. Kwan's
BiBEAa - spouse.

B EXPTIEEE & AN 7220195 6 A 30 Save as disclosed above, at 30 June 2019, none of the Directors or
A B2 EEIHBEALHRERELR their associates had any interests or short positions in the shares
AN EE A EE(EERESF KR and underlying shares of the Company or any of its associated
&) 2 I RABRE IR (0 P B E s corporations as defined in the SFO.

FORAE ©
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SUBSTANTIAL SHAREHOLDERS

At 30 June 2019, the register of substantial shareholders kept by
the Company pursuant to Section 336 of the SFO shows that other
than the interests disclosed above in respect of certain Directors,
the following shareholder had notified the Company of relevant
interest and short position in the issued capital of the Company:

IERE B

Name of Shareholder

Fris B8R LB BT
RIGEE (FR) RAEZzES

Number of ordinary
shares held
(long position)

% of issued
share capital

Ming Xin Developments Limited (Fff5E 1) (note 1)

New Bright Group Limited (Ff&F 2) (note 2)
425 (M5 3)

Century Sunshine (note 3)
ME (MIEE4)

Chi Wen Fu (note 4)

4,761,117,434 72.42
4,761,117,434 72.42
4,761,117,434 72.42
4,761,117,434 72.42

(1) 4,761,117,434 8 Ming Xin Developments Limited
EmEf ©

(2) Ming Xin Developments Limited /& New Bright
Group Limited Z2&MB AR o Bkt - BEES KE
EIEFIME » New Bright Group Limited 18 A% B
Ming Xin Developments Limited % # i 2 2 8%
92 KEzs o

(3) New Bright Group Limited Attt 42f5 % 2 2 Z I B A
Al e Bl MESRBEGROITE - B RER
A Ming Xin Developments Limited A #ZE 2
2 EBARD < B

(4) M X E kA FE 42 B ¢ (Ming Xin Developments
Limited Z &R ER AR RRAEG LZEHI=52—
A ERARE U RBFRBERIIME -
 XCE St 4 4R & % B Ming Xin Developments
Limited B #E % 2 2 EPARMD 2 #E2S ©

Br E X AT EE & HN - R2019F 6 A30
B AR EZETMATNEERAK
AEI IR S AE R (D P HE B AR EE 5 & H
EIERHBRARREE 2 EmSBOAR ©
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Note:

(1) 4,761,117,434 shares are beneficially owned by Ming Xin Developments Limited;

(2) Ming Xin Developments Limited is a wholly-owned subsidiary of New Bright Group
Limited. As such, New Bright Group Limited is deemed to be interested in all the shares
in which Ming Xin Developments Limited is interested by virtue of the SFO.

(3) New Bright Group Limited is a wholly-owned subsidiary of Century Sunshine. As
such, Century Sunshine is deemed to be interested in all the shares in which Ming Xin
Developments Limited is interested by virtue of the SFO

(4) Mr. Chi Wen Fu controls more than one-third or more of the voting power at general
meetings of Century Sunshine (the ultimate holding company of Ming Xin Developments
Limited). As such, Mr. Chi Wen Fu is deemed to be interested in all the shares in which
Ming Xin Developments Limited is interested by virtue of the SFO.

Save as disclosed above, at 30 June 2019, the Company had not
been notified by any persons 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 SFO.
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Neither the Company nor any of its subsidiaries has purchased, sold
or redeemed any listed securities of the Company during the period.

The Audit Committee comprises three Independent Non- executive
Directors, namely Mr. Kwong Ping Man (Chairman of the Audit
Committee), Mr. Cheung Sound Poon and Mr. Kwan Ngai Kit.
During the period under review, the Audit Committee has held
two meetings to review the accounting principles and practices
adopted by the Group and discuss internal control and financial
reporting matters. The Audit Committee has reviewed the unaudited
consolidated interim results of the Group for the six months ended
30 June 2019.

The Audit Committee has made positive contribution to enhancing
the Company's corporate governance.

During the six months ended 30 June 2019, the Company has
complied with the Code on Corporate Governance Practices (the
“Code”) as set out in Appendix 14 of the Rules Governing the Listing
of Securities on the Stock Exchange of Hong Kong Limited (the
“Listing Rules”), save for the deviations as follows:

Under code provision A.6.7, independent non-executive directors
and other non-executive directors should also attend general
meetings and develop a balanced understanding of the views of
shareholders.

—  Professor Meng Jian (being a non-executive Director), Dr. Tam
Wai Ho JP (being a non-executive Director) and Mr. Kwan Ngai
Kit (being an independent non-executive Director) were unable
to attend the annual general meeting held on 26 June 2019 as
they were obliged to be away for other matters.

Under code provision A.2.1, the roles of chairman and chief
executive officer (the “CEQ") should be separated and should not be
performed by the same individual. However, there is no separation
between the roles of chairman and CEO under the current corporate
structure of the Company. Mr. Shum Sai Chit currently holds a
dual role as the Chairman and the CEQ. Mr. Shum had been in
charge of the overall management of the Company since 2015 and
the Company considered that such arrangement would promote
the efficient formulation and implementation of the Company’s
strategies which would enable the Group to further develop its
businesses effectively at this stage. The Board will review the
current structure from time to time and shall make necessary
arrangements when the Board considers appropriate.
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MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors (the "Model Code”) set out in Appendix
10 to the Listing Rules as its code of conduct regarding securities
transactions by the Directors on terms no less exactly than the
required standard set out in the Model Code. Having made specific
enquiry of all Directors, all Directors confirmed that they have
complied with the required standard set out in the Model Code
throughout the six months ended 30 June 2019.

By order of the Board
Rare Earth magnesium Technology
Group Holdings Limited
Shum Sai Chit
Chairman

Hong Kong, 30 August 2019
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