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Financial Highlights

MBREE

Six months ended 30 June

BZXA=1+RHIEAEA Increase/
2016 2015 (decrease)
—E—REF —ZE—RF #iSCRd)
RMB’000 RMB'000 % Change
ARET T ARET T HFEEOLL
(unaudited) (unaudited)
(REBER) (REEZ)
Revenue (Total) Was (42%58) 94,854 105,754 (10.3)
Revenue (Boree Products) Wz (EABRER) 710 17,051 (95.8)
Revenue (OEM Business) W25 (OEMETS) 94,144 88,703 6.1
Gross profit EA 23,398 30,304 (22.8)
Loss for the period HNEE (27,186) (25,015) 8.7
Shareholders' equity PR A i 1,124,718 1,120,229 0.4
Six months ended 30 June
BZEAA=1+HILAEA
2016 2015
—E-REF —ET—hF
(unaudited) (unaudited)
(REER) (REHEZ)
Profitability data BRBEDEE
(RMB million) (AR®BETR)
Revenue g 5 94.9 105.8
Gross profit Bl 234 30.3
Loss for the period HANE 18 (27.2) (25.0)
Profitability ratios (%) BREDEER (%)
Gross profit margin EF=E 24.7 28.7
Net loss margin FEEE (28.7) (23.7)
Assets and liabilities data EEREEEE
(RMB million) (AR®BETR)
Non-current assets ERBEE 1,672.8 124.8
Current assets BN EE 476.6 1,240.2
Current liabilities mENEE 501.7 241.7
Non-current liabilities EREAE 523.0 3.1
Shareholders' equity % B8 4 2 1,124.7 1,120.2
Asset and working capital data EEREEESHE
Current asset ratios (%) RHEELR (%) 22.2% 90.9%
Current ratios (time) mENEL R () 0.9 5.1
Gearing ratios (%) BELEE (%) 47.6% 17.5%
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Management Discussion & Analysis
BEEENB®R DM

In the first half of 2016, Baofeng Modern International
Holdings Company Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) focused
on the graphene technology application and the development
of graphene application products and successfully launched
a new graphene-based sterilizing foam material product (the
“New Product”) in June 2016, the Group therefore spent
less effort on the marketing of the own branded products,
resulting in a decrease in the sales of own branded products
during the six months ended 30 June 2016 (the “Period”)
by approximately RMB16.3 million. However, the Group still
maintained a mild increase of the revenue in the Original
Equipment Manufacturer (“OEM") business, which contributed
the largest portion of revenue of the Group, by approximately
RMB5.4 million or 6.1%. Combining the abovementioned
effects, the revenue of the Group decreased by approximately
RMB10.9 million or 10.3% to approximately RMB94.9 million
from the last corresponding period (2015: RMB105.8 million).

During the Period, the gross profit margin of the Group
decreased to 24.7% (2015: 28.7%), which was mainly
attributable to the reversal of write down of inventories
recognised in the last corresponding period. Excluding the
write down of inventories for the Period of approximately
RMB1.4 million (2015: reversal of write down of inventories
of RMB7.0 million), the adjusted gross profit margin improved
from 22.0% in the last corresponding period to 26.2% for the
Period as a result of improvement of technology.

During the Period, the Group recorded a net loss of
approximately RMB27.2 million (2015: RMB25.0 million),
which is mainly attributable to (i) share-based payment
expenses of approximately RMB11.9 million (2015: Nil) in
relation to the share options granted by the Company on 10
December 2015 and 24 June 2016; (ii) amortisation expense
of intangible assets of approximately RMB26.4 million (2015:
Nil) in relation to the acquisition of certain technological
know-how in respect of the application of graphene and
includes one patent in the United States of America (“US")
("US Patent”), four invention patent applications, three utility
model patent applications and two utility model patents in
the People’s Republic of China (the “PRC")(collectively as
“PRC Patents”), relating to the manufacturing of graphene-
based ethylene-vinyl acetate (“EVA") foam material, graphene
deodorizing and sterilizing chips and graphene-based pressure-
sensitive sensors and the exclusive formula (collectively as
the “Technology Know-how") from Bluestone Technologies
(Cayman) Limited (“Bluestone”) on 16 December 2015; which
was offset by (iii) the fair value gain of financial liabilities at
fair value through profit or loss (“FVTPL") of approximately
RMB11.3 million (2015: loss of RMB32.3 million).
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Management Discussion & Analysis

EEENWKR DM

FINANCIAL REVIEW

Revenue by Product Category

Bt %5 [0 R

BREmER 2 BN WS

Six months ended 30 June

BEXNA=THILEAEAR

2016 2015 Increase/

—E—XE —E—RF (decrease)

RMB’000 RMB’000 @,

ARET T ARET T O )

(unaudited) (unaudited) % change

(REEZ) (REEEZ) HEADL

Revenue (Boree Products) Wz (BEAMESR) 710 17,051 (95.8%)
Revenue (OEM Business) U 2% (OEMEET) 94,144 88,703 6.1%
Revenue (Total) Wz (42%E) 94,854 105,754 (10.3%)

For the Period under review, the revenue of the Group
decreased by 10.3% to approximately RMB94.9 million as
compared with that of the last corresponding period (2015:
RMB105.8 million). Revenue from Boree Products decreased
by 95.8% to approximately RMBO.7 million during the Period
(2015: RMB17.1 million), as a result of less selling expenses
spent on the marketing of Boree Products. With the help
of technology improvement to improve the product quality,
the revenue from the OEM business increased by 6.1% to
approximately RMB94.1 million (2015: RMB88.7 million).

Selling and Distribution Expenses

During the Period, selling and distribution expenses decreased
by 22.5% to approximately RMB5.5 million as compared
with that of the last corresponding period (2015: RMB7.1
million), which accounted for 5.8% (2015: 6.7%) of the
Group’s revenue. The decrease was mainly attributable to less
marketing activities held for the promotion of Boree Products.

General and Administrative Expenses

General and administrative expenses recorded an increase of
approximately RMB13.8 million or 106% for the Period (2015:
RMB13.0 million), which was mainly attributable to share-
based payment expenses of approximately RMB11.9 million in
relation to the share options granted by the Company on 10
December 2015 and 24 June 2016 and more exchange losses
incurred during the Period.
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Management Discussion & Analysis
BEEENB®R DM

Liquidity and Financial Resources

During the Period, net cash inflow from operating activities
of the Group amounted to approximately RMB38.8 million
(2015: RMB23.8 million), which was mainly due to the
implementation of stricter credit control towards the customers
to shorten the trade debt collection cycle. As at 30 June
2016, cash and bank balances were approximately RMB432.7
million, representing a decrease of 45.2% as compared
with approximately RMB789.8 million as at 31 December
2015. The decrease was mainly due to the payment for the
cash portion of the second instalment of the acquisition of
the Technology Know-how of RMB389.4 million. As at 30
June 2016, most of the Group’s cash and bank balances,
representing over 98% was denominated in Renminbi. As at
30 June 2016, the interest-bearing bank borrowings of the
Group were approximately RMB119.0 million (31 December
2015: RMB129.6 million). All bank loans were denominated
in Renminbi with fixed interest rates and repayable within one
year.

Capital Structure

As at 1 January 2016, there were 1,067,579,608 shares in
issue and the Company carried a share capital of approximately
RMB70,555,000. During the Period, the Company issued
16,200,000 shares to share option holders who exercised
their share options. As at 30 June 2016, the Company had
1,083,779,608 shares in issue and a paid-up capital of
approximately RMB71,610,000.

Significant Investments, Material Acquisitions and
Disposals

Saved for the addition of the Technology Know-how as
disclosed in note 10 , the Group did not have any other
significant investments, material acquisitions and disposals
during the Period.

Pledge of Assets

As at 30 June 2016, the bills payables were secured by
a pledge of the Group’s time deposits amounting to
approximately RMB3.6 million (31 December 2015: RMB2.7
million). The bank borrowings of the Group were also secured
by a pledge of the Group’s buildings and land use right
with a net carrying value of approximately RMB17.3 million
(31 December 2015: RMB18.9 million) and approximately
RMB33.9 million (31 December 2015: RMB34.3 million)
respectively.

RABRE AEBKEEB 2B FEM
A #) A R #38,800,000T (ZE— R4
AR #23,800,0007T)  EFEHRRNEEF
EHEBRENEEZEG  UBEERSHKRE
WHEAH- R_FE—ARFA=Z1+H8 "1
© RIR 1T %4 AR #432,700,0007T
BER_E-RAFE+_A=1+—"HBHARK
789,800,000 245.2% A F B R
AR AN HA P S AT U BB BT AR B 38 —HE R
18 7 8435 AR #389,400,0007T ° 72 —
E—RNERNAZTHB AEEKILD (@
98% ) IR & MIRTTHBIUARESE K=
E—ARNFEANAZTH AEEBRITEER
#) AR #119,000,0007c (—E—RHF+=
A=+—8: AR¥129,600,0007T) ° T
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BEARRRE
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Management Discussion & Analysis

EEENWKR DM

Contingent Liabilities

As at 30 June 2016 and 31 December 2015, there were no
material contingent liabilities.

Foreign Exchange Risk

During the Period, the sales of the Group were mainly
denominated in US dollars and Renminbi. The cost of sales and
operating expenses were mainly denominated in Renminbi.
The management of the Group monitors the foreign exchange
exposure and will consider hedging significant foreign currency
risk exposure if necessary.

Gearing Ratio

As at 30 June 2016, the gearing ratio of the Group was 47.6%
(31 December 2015: 54.2%). Gearing ratio was calculated as
total debts divided by the total equity plus total debts. Total
debts refer to the total liabilities minus the sum of tax payable,
dividend payable and deferred tax liability.

Human Resources

As at 30 June 2016, the Group had a total of approximately
830 employees (31 December 2015: 900 employees),
with total staff costs for the Period, including directors’
remuneration, amounted to approximately RMB38,588,000
(2015: RMB25,097,000). The Group’s emolument policies
are based on the merit, qualifications and competence of
individual employee and are reviewed by the remuneration
committee periodically. The emoluments of the directors
of the Company (the “Directors”) are recommended by
the remuneration committee and are decided by the board
of Directors (“the Board”), having regard to the Group’s
operating results, individual performance and comparable
market statistics. The Company also adopted a share option
scheme on 8 January 2011 (the “Share Option Scheme”) to
motivate and reward its Directors and eligible employees.
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Management Discussion & Analysis

Use of Net Proceeds from the Share Offering

As at 30 June 2016, the Company had unutilised net proceeds
from the Initial Public Offering (“IPO”) in the amount of
approximately RMB142.0 million, representing approximately
36.6% of the total net proceeds from the IPO (the “Unutilised
Net Proceeds”). In light of current market conditions of
footwear industry in the PRC, the Company believes that the
use of the Unutilised Net Proceeds under the original intended
purpose may no longer meets the Group’s imminent business
development needs. In order to maximise the benefits of the
Company and its shareholders, the Company may change
the usage of the Unutilised Net Proceeds from the original
intended purposes to working capital and other general
corporate purposes of the Group. If this happens, further
announcements will be made by the Company as and when
appropriate in compliance with the Rules Governing the Listing
of Securities (the “Listing Rules”) on The Stock Exchange of
Hong Kong Limited (the "“Stock Exchange”).

The ordinary shares of the Company (the “Shares”) were listed
on the Main Board of the Stock Exchange on 28 January 2011
with net proceeds received by the Company from the share
offering of HK$453,570,000 (approximately RMB387,666,000)
(after deducting underwriting commission and related
expenses).

The utilisation of the net proceeds as at 30 June 2016 is set
out as follows:

EEENW®ED

ROBRERERRAFEAR

i

RZZE—RFRA=1TH ' ARRZK

RERAFEE ([BERAFHEE]) M

78 £hH

1=

TR 4 A AR ¥142,000,0007T  #E %
BRAFABERMEHRIEFE ([KEBAFM
BRIEFEE])#36.6% =R R EHEETT
EEATR ARARE BERETHED
BABAMBHRIEFEANETHETALAE
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R E R AT AA R A REAS R B A
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ELEEe R EM—MROERG -

BE ARABREREREBHER
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BRAB (MR ER EmARA (ML

MR ERE -SSR
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DR A R B W B 8 R F A
453,570,000/8 7T (%) A K #387,666,000

7T) (BHKREHEME RAMAX) -

RZFB—RNFAA=+H FERIEFE

HERBEREIIINT

Amount Amount
Nature raised utilised
ME FrEssE BRAEHE
RMB’000 RMB’'000
ARBTT ARBFT
To increase production capacity EIER 135,683 88,045
Marketing and advertising expenses  HEE N EEF X 96,917 96,917
To acquire other branded product Ui B HL b o7 f8 7 o 3 G
business 58,150 -
To strengthen design capability 58 TR AT RE 19,383 13,448
To establish flagship shops and i RR RS S K PRI =
showrooms 19,383 4,090
To strengthen the distribution N5 53 5 B RET 8 B 4%
resource planning system 19,383 4,409
General working capital —REEES 38,767 38,767
Total: BET 387,666 245,676
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Management Discussion & Analysis

EEENWKR DM

Use of Net Proceeds from the Issue of a total of
88,000,000 warrants on 21 April 2015 (the “2015
Warrants”)

The net proceeds from the issue of 2015 Warrants of
approximately HK$6,000,000 was intended to be retained in
Hong Kong as general working capital of the Company and its
offshore subsidiaries incorporated in Hong Kong and overseas
(the "Offshore Group Members”) to settle the expenses such
as administrative expenses, the professional fees and the
salary expenses incurred by the Offshore Group Members.
If the subscription rights attached to the 2015 Warrants are
fully exercised, it is expected that an additional net amount
of HK$132,000,000 will be raised and such proceeds will
be used for general working capital of the Offshore Group
Members and for the promotion and expansion of the sales
network and development of the Online-to-Offline (*020")
business model for the sales and distribution of the products
of the Group in the offshore market. The net proceeds of
approximately HK$6,000,000 from the issue of 2015 Warrants
have been fully utilised for general working capital of the
Offshore Group Members to settle the expenses such as
administrative expenses, the professional fees and the salary
expenses incurred by the Offshore Group Members during the
year ended 31 December 2015. No warrants from the issue of
2015 Warrants have been exercised as at 30 June 2016.

BUSINESS REVIEW AND FUTURE PROSPECTS

Sales of the Group for the Period were approximately RMB94.9
million, representing a decrease of approximately 10.3%
as compared with approximately RMB105.8 million for the
corresponding period in 2015, principally attributable to the
decrease in the sales of own branded products during the
Period. In the first half of 2016, the Group focused on the
graphene technology application and the development of
graphene application products and successfully launched the
New Product in June 2016. The Group therefore spent less
effort on the marketing of the own branded products in the
first half of 2016 as compared to the corresponding period in
2015 and plans to gradually replace its existing products with
graphene application products.

Baofeng Modern Interim Report 2016

R-ZB-HEFMONAZ-+-BHRITH
88,000,0000 AW HEE ([ZZE—HFR
RER|)FMEREFERE
ERBEET_E-—AFRREBNRER
TH F58496,000,000/8 TTHHR BB R &S » 1E
BARRARERES RBINK L B =
MBAR ([BEEEEKEQAFN—K
BEES NEMNSERY  flnEz5E
RERARFEANITRASL HEEAR
oML M- T-AFERREEWED
RERETRTE BHEEEHINEE
132,000,000/ 7T * #Z P15 Z B A EBE =
EEXERARIN—REELES UNHEE
MEREHEEMAREERASEE RN
EMGHERDHE G EGT ([020])%
BEX RNz _E—RFE+_A=+—
BIEZHFE RABT_ZT—LFRKE
B M FTIS FIE FRE 476,000,000 L E B E
AR—RLEES NENSERX O
NEEEERKERARIMEENTTHRAS
BEXEARF A R —XFXA
=tRH TEREET T —RAFRARE
BRI IEEC EITE-

XBEERARRAR
AEEBRAHHEANBEETENAARE
94,900,000 BE-_FE—HFRPAHAR
#105,800,000C L8 N 4910.3% * £ 2
BERAPHEEREERNEERET
o AEBME_Z—AFLFEFEHARA
RERERITZERMAELRGEERE
M YR ZZE—RNFERNARNELFESR -
Eit - BE—ZT—RFREAMEL  REER =
T-RNFL¥EFEABRLENREERE
EmMEH Witdl 2P U A2GREAE
MEBERRBEZESR-



Management Discussion & Analysis
BEEENB®R DM

The Group’s first graphene application products mass
production line was completed and commenced trial
production in late May 2016, and mass production has already
been commenced in July 2016. The Group has successfully
applied the Technology Know-how by applying graphene in
the production of graphene-based EVA foam material, shoe
mats etc, with sterilizing, good elasticity and tear resistant
functions, and will continue to develop more graphene
application products. As disclosed in the announcement
of the Company dated 22 July 2016, Xinfeng 2D (Fujian)
Material Technology Company Ltd., the indirect wholly-
owned subsidiary of the Company, has signed a sales contract
with a large domestic sportswear brand customer in the
PRC for the supply of the New Product. The New Product is
the result of the Group’s commercialised and extensive use
of the Technology Know-how. The Board considers that the
entering into of the sales contract is the representation of
the recognition of the effect of the application of graphene
technology on our products by our customer, and the
indication of customer’s confidence in the effectiveness of
the application of graphene-based EVA foam material in
the production of shoes. The Group will continue to expand
its business from traditional industries to high technology
industries to create long-term benefits for the Group.

Furthermore, to cope with the change of customers’ buying
habit to online shopping, the Group will develop various
distribution channels and focus on the development of the
020 business model for the sales and distribution of its
products in the second half of 2016, which will be beneficial
to the Group. As disclosed in the announcement of the
Company dated 18 July 2016, the Group has engaged a PRC
domestic company to design and develop the do-it-yourself
("DIY") automated vending system which is the key machine
for the 020 business model. The Directors are of the view that
the introduction of the DIY automated vending system will
contribute to the Group in the following three areas:

1. Market interaction model: The DIY automated vending
system will provide customers with tailor-made
interactive and unique shopping experience;

2. Business model: The business model of the DIY
automated vending system is likely to replace the
traditional shop sales model, establish another essential
and effective distribution channel and improve the
profitability of the products of the Group;
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BEEENB®R DM

3. Product technology: The graphene application products
sold by the DIY automated vending system will establish
the core technical competitiveness of the Group.

The Group will put more efforts into the marketing of the New
Product and own branded products in the second half of 2016.
Given its stable OEM business, the commercialization and
extensive application of the Technology Know-how, and the
development of the 020 business model, the Directors expect
that the Group’s sales will improve in the second half of 2016.
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DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 30 June 2016, the interests and short positions of the
Directors and the chief executive of the Company in the
Shares, underlying Shares and debentures of the Company
and its associated corporations (within the meaning of Part XV
of the Securities and Futures Ordinance (the “SFO")), which
were required (i) to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests and short positions in which they were
taken or deemed to have under such provisions of the SFO);
(i) pursuant to section 352 of the SFO, to be entered in the
register maintained by the Company referred to therein; or
(iii) pursuant to the Model Code contained in Appendix 10 to
the Listing Rules, to be notified to the Company and the Stock
Exchange were as follows:

Other Information

EERFETHRAESRKRD - HE
BROREZHHEER AR

R-ZZE-—RFRA=1TH BFRARFE
ZITBRABRARR REEEEE (E&
REFMAEED (TR MEED )%
XVER) i An ~ ERER D e ERERE T A ()
RIEE 7 MG RO EXVEIETRED |
AHMGARARA MBI ERRE (B
ERIRE 75 M S R 018 BRI XX E 1R
BREANERIORR)  (NMREE S M
5 16 35216 AR AR AT A AN & A
FEMERMeERESOAR 2 (i)iRiE L
T A5 BB 851 0P 8 O 4R 22 <7 R B R 7E 78 A1
SARRA LB FH R ORI

Interests in the Shares and underlying Shares: RO EBERO P IER:

Number Percentage of
of Shares/ the Company’s
underlying issued share

Name of Directors Capacity and nature of interest Shares capital®
B WHERG EARQTERT
EEnE BORERME ®A RAB LD
Mr. LEUNG Tsz Chung Beneficial owner 6,000,000(L) 0.55%
RFHREE BB A
Ms. Lin Weihuan (“Ms. Lin”) Interest in controlled corporation 233,155,792(L) 21.51%
(Note 2)
wEE L ([t ]) P12 A B 89 2
(MyzE2)
Long positions in share options of the Company: MNAATERETHHFE:

Percentage of
the Company’s

Number of share issued share

Name of Directors Capacity and nature of interest options held® capital®

HEERATEEHTR

EEHA SR RERMEE FrEFEREZE® RKEDHO

Mr. ZHENG Jingdong Beneficial owner 12,750,000(L) 1.18%
=R AE EnlEE A

Mr. LEUNG Tsz Chung Beneficial owner 4,000,000(L) 0.37%
RF R EnBEEA

Mr. CHAN Chak Chak Daniel Beneficial owner 1,000,000(L) 0.09%

RERREE EREAA
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Other Information

Notes:

(4)

The percentage has been calculated based on the total number
of Shares in issue as at 30 June 2016 (i.e. 1,083,779,608
Shares).

Ms. Lin is deemed to be interested in the Shares in which Total
Shine Investments Limited (“Total Shine”) is interested. Total
Shine is wholly owned and controlled by Ms. Lin and obtained
an option granted by Best Mark International Limited (“Best
Mark”) entitling it to acquire 233,155,792 Shares. Best Mark
is wholly owned and controlled by Mr. Sze Ching Bor (“Mr.
Sze").

These represent the number of shares which will be allotted
and issued to the respective Directors upon the exercise of the
share options granted to each of them under the Share Option
Scheme adopted on 8 January 2011. Accordingly, each of
them was regarded as interested in the underlying Shares.

The letter “L" denotes a long position in the Shares or
underlying Shares.

Save as disclosed above, as at 30 June 2016, none of the
Directors and the chief executive of the Company had any
interests or short positions in the Shares, underlying Shares
or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) which
were required (i) to be notified to the Company and the Stock
Exchange pursuant to the provisions of 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 (ii) pursuant to section 352 of Part XV of the
SFO, to be entered in the register referred to therein; or (iii)
pursuant to the Model Code contained in Appendix 10 to the
Listing Rules to be notified to the Company and the Stock
Exchange.
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SHARE OPTION SCHEME

The Company adopted the Share Option Scheme on 8 January
2011. Details of the Share Option Scheme are set out in note
17 to the condensed consolidated financial statements.

The following table discloses the outstanding share options
under the Share Option Scheme as at 30 June 2016:

Other Information

BB IR MR

ARRRZFE——F— A\ BRNBRE
e BREAENFREANELEEM

BHRRWMET7 -

TREER T ARFNA=THBRBE
FHEIIE T A R R 7T P RO

Number of options
BREgA
Outstanding ~ Granted  Exercised  Cancelled  Forfeited  Outstanding Exercise price
Date of asat! duringthe duringthe duringthe during the asat30)  Exercise  pershare
grant” January 2016~ Period  Period  Period  Period  June2016  period ? (HKS)
RZZ-R% RZZ-R%
-A-8 RAZTH SRAKR
Name or Category of particpants ~ $EANKE 28R RepH WATE  BARE  BAGE  HREE  BARK WATE  GEL (%7
Executive Directors Yz
ZHENG Jingdong g5% 300812011 2,750,000 - - - - 2750000 A 118
1011202015 1,500,000 - - - - 1,500,000 B 081
1011202015 2,000,000 - - - - 2,000,000 ( 0.81
1011202015 2,500,000 - - - - 2,500,000 D 081
1011202015 2,000,000 - - - - 2,000,000 t 081
1011202015 2,000,000 - - - - 2,000,000 f 0.81
LEUNG Tsz Chung 27 101202015 6,000,000 - (6,000,000) - - - B 081
1011202015 4,000,000 - - - - 4,000,000 ( 0.81
Non-executive Directors E30y5 £
CHAN Chak Chak Daniel RER 1011202015 150,000 - - - - 150,000 B 081
1011202015 200,000 - - - - 200,000 ( 0.81
1011202015 250,000 - - - - 250,000 D 081
1011202015 200,000 - - - - 200,000 t 081
1011202015 200,000 - - - - 200,000 f 0.81
Sub-total Nt 23,750,000 - (6,000,000} - - 17,750,000
Employees and consultants of FEBESREBST
the Group in aggregate
30082011 1,500,000 - - - - 1,500,000 A 118
1011202015 21,000,000 - (10,200,000 - - 10,800,000 B 0.81
101212015 15,200,000 - - - - 15,200,000 ( 0.81
1011212015 3,000,000 - - - - 3,000,000 D 0.81
1011202015 2,400,000 - - - - 2,400,000 t 081
101212015 2,400,000 - - - - 2400000 f 081
24062016 - 52,245,000 - - - 545000 G 067
24612016 - 36,060,000 - - - 36,060,000 H 0.67
24612016 - 3,075,000 - - - 3,075,000 I 0.67
24612016 - 2,460,000 - - - 2,460,000 J 0.67
2462016 - 2,460,000 - - - 2,460,000 K 0.67
Sub-total Nt 45,500,000 96,300,000 (10,200,000} - - 131,600,000
Total i3 69,250,000 96,300,000 (16,200,000} - - 149,350,000
HERY —T—XFHHRE



Other Information

Notes:

1. The closing prices of the Shares immediately before the date
of grant on 30 August 2011, 10 December 2015 and 24 June
2016 were HK$1.17, HK$0.79 and HK$0.69 respectively.

2. The respective exercise periods of the share options granted

are as follows:

A: From 30 August 2012 to 29 August 2016,
B: From 10 December 2015 to 9 December 2020;
C: From 10 December 2016 to 9 December 2020;
D: From 10 December 2017 to 9 December 2020;
E: From 10 December 2018 to 9 December 2020;
F: From 10 December 2019 to 9 December 2020;
G: From 24 June 2016 to 23 June 2021,
H: From 24 June 2017 to 23 June 2021,

From 24 June 2018 to 23 June 2021,
J: From 24 June 2019 to 23 June 2021; and
K: From 24 June 2020 to 23 June 2021.

The vesting period of the share options is from the date of
grant until the commencement of the exercise period.
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3. Exercise conditions:

(i) Provided always that a grantee of share options shall
remain as a Director, an employee or a consultant of
the Company or its subsidiaries, at the time of exercise
of his or her share options; and

(i) Performance target for share options with exercise
period A: the Company’s Profit (as defined below)
for the year ended 31 December 2011 is higher than
RMB150,000,000.

“Profit” is defined as the Company’s consolidated net profit
attributable to owners of the Company as shown in the
audited accountant’s report for the corresponding fiscal year,
excluding the impact of (i) after-tax employee expenses arising
from the grant of the share options and (ii) non-operating
gains and losses.

4. The number and/or exercise price of the options may be
subject to adjustments in the case of rights or bonus issues, or
other changes in the Company’s share capital.

ARRANGEMENT FOR DIRECTORS TO
PURCHASE SHARES OR DEBENTURES

Save as disclosed in the section of “Directors’ and chief
executive’s interests and short positions in Shares, underlying
Shares and debentures” and “Share Option Scheme” above,
at no time during the Period were rights to acquire benefits
by means of the acquisition of Shares in or debentures of the
Company granted to any of the Directors or their respective
spouses or minor children, or were any such rights exercised by
them; or was the Company, its holding company or any of its
subsidiaries and fellow subsidiaries a party to any arrangement
to enable the Directors to acquire such rights in any other body
corporate.
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Other Information

SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS
IN SHARES AND UNDERLYING SHARES

As at 30 June 2016, so far as is known to the Directors and
the chief executive of the Company, the following persons or
corporations (other than the Directors or chief executive of
the Company) who had, or were deemed or taken to have
interests and short positions in the Shares or underlying Shares
which would fall to be disclosed to the Company under the
provisions of Divisions 2 and 3 of Part XV of the SFO and be
recorded in the register required to be kept under Section 336
of the SFO or as otherwise notified to the Company were as

follows:

Interests and short positions in the Shares and

underlying Shares:

Capacity and nature of

FERRREMALTRES KRE
AROTNEERXR

RZZBE-—RFEXNA=1TH BEARAES
REZITBABMM U TALIOEE (F
ERARAEZTHRABRIN R K
MR EE IR SREFEBRE
FHREERPIEXVENE2 KR35 EHIEX
ARARRRERECRREES LT
{GRHIZE336FATHFENECMAARTT
MEARRNRZERMRBIT

REBROREBRO FHESR XA

Percentage of the
Number of Shares/ Company’s issued

Name interests underlying Shares share capital®
EARATEBITRA
= SORERMEE B, HEE R 10 B B B0
Mr. Sze ™ Interest in controlled 519,035,767 (L) 47.89%
corporation
SEHREO FFr 1% 1 VA B B 4 25 233,155,792 (S) 21.51%
Ms. Tsang Shuk Ping @ Spousal interest 519,035,767 (L) 47.89%
LRFELt+ @ Hic (55 7 7 233,155,792 (S) 21.51%
Best Mark © Beneficial owner/Other 473,876,157 (L) 43.72%
EnBEAEANHM 233,155,792 (S) 21.51%
Haitong International Finance Security interest 523,035,767 (L) 48.26%
Company Limited @
BRERBEAER AR ERER
Haitong International (BVI) Interest in controlled 523,035,767 (L) 48.26%
Limited ® corporation
FriZ &% B M i e
Haitong International Securities Interest in controlled 523,035,767 (L) 48.26%
Group Limited © corporation
BBEEESSEBAR AR Friz sl =B R ER
Haitong International Holdings Interest in controlled 523,035,767 (L) 48.26%

Limited @

BRERZERARQF

Baofeng Modern Interim Report 2016

corporation

P2 1A B ey a1



Capacity and nature of

Other Information

Number of Shares/

Percentage of the
Company’s issued

Name interests underlying Shares share capital®?
HARD T BITRA
£ BRRERME B0, HERA R 10 & B B0
Haitong Securities Co., Ltd ® Interest in controlled 523,035,767 (L) 48.26%
corporation
BBESFRNDERAR® FriZ &% B A i e
Total Shine @ Beneficial owner 233,155,792 (L) 21.51%
EnlE A
Bluestone (10 Beneficial owner 220,000,000 (L) 20.30%
B R0 EnlE A
Mr. Zhuang Chaohui 19 Interest in controlled 220,000,000 (L) 20.30%
corporation
HERE L O FriZ &= B A s
Ms. Ming Chu 0 Interest in controlled 68,117,646 (L) 6.29%
corporation
BHZK 22 =00 FriZ &= B A i
Star Sky Entertainment Group Beneficial owner 68,117,646 (L) 6.29%
Limited @
EnlE A
Notes: Fifat

Mr. Sze is deemed to be interested in the Shares held by
Best Mark and Capital Vision International Limited (“Capital
Vision”). Best Mark and Capital Vision are wholly owned
and controlled by Mr. Sze and are interested in 473,876,157
Shares and 45,159,610 Shares respectively, representing
approximately 43.72% and 4.17%, respectively of the issued
Shares. Best Mark has granted an option to Total Shine, a
company wholly owned and controlled by Ms. Lin, to acquire
233,155,792 Shares in aggregate, representing 21.51% of the
issued Shares.

Ms. Tsang Shuk Ping, the spouse of Mr. Sze, is deemed to be
interested in Mr. Sze's interests in the Company.

Best Mark is wholly owned and controlled by Mr. Sze.

Among the security interest in 523,035,767 Shares held by
Haitong International Finance Company Limited, the security
interest in 519,035,767 Shares is related to the pledge of an
aggregate of 519,035,767 Shares by Best Mark and Capital
Vision to Haitong International Finance Company Limited.

Haitong International (BVI) Limited wholly owns Haitong
International Finance Company Limited and is deemed to be
interested in the Shares in which Haitong International Finance
Company Limited is interested.

(1) SLEERBER

Vision International Limited

M Best Mark K& Capital

([Capital

Vision | ) FT 5 A 15 & % B # % © Best
Mark &2 Capital Visionfa 2 £ 2 B R

K AZ -

2 B R473,876,157 A% B& 1 &

45,159,610 Bt P B E = 5 A48
EREEITRMD43.72%K%4.17% °
Best Mark® ¥ T Total Shine BH# %+
2EBMBRES AT —DERE
U g4 $£233,155,79288 %19 - HEERE
BT A921.51% °

2 REEZEZER

LT WRRRER L

ERFBARE 2 e

(3) Best Markfi SR e £ 2 B A S iz il o

(4) BB IEA R A RIMN523,035,767
&I A R REREF © 519,035,767
F% P& 17 B 42 (R % 25 % M Best Mark &
Capital Vision#E# T /8 BEIR B HER
AN @A 519,035,767 A% ©

(5) Haitong International (BVI) Limited& &
HEABEBVBEERAG  HHEAR
SRR ERARERG P ES

W o

2 B 1

ZE-AEHRRE

19



20

Other Information

(11

Baofeng Modern

Haitong International Securities Group Limited wholly owns
Haitong International (BVI) Limited and is deemed to be
interested in the Shares in which Haitong International (BVI)
Limited is interested.

Haitong International Holdings Limited owns 66.38% of
Haitong International Securities Group Limited and is deemed
to be interested in the Shares in which Haitong International
Securities Group Limited is interested.

Haitong Securities Co., Ltd wholly owns Haitong International
Holdings Limited and is deemed to be interested in the Shares
in which Haitong International Holdings Limited is interested.

Total Shine is wholly owned and controlled by Ms. Lin and
obtained an option granted by Best Mark entitling it to acquire
233,155,792 Shares.

Bluestone is interested in 220,000,000 underlying Shares
under the convertible notes which was issued to it pursuant
to the terms of the acquisition agreement as detailed in the
circular dated in 25 November 2015. Mr. Zhuang Chaohui,
who wholly owns and controls Bluestone, is deemed to be
interested in the underlying Shares in which Bluestone is
interested.

Ms. Ming Chu (“Ms. Ming”) is deemed to be interested in the
shares held by Star Sky Entertainment Group Limited (”Star
Sky"”). Star Sky is wholly owned and controlled by Ms. Ming.
Star Sky is interested in 31,194,997 Shares, representing
2.88% of the issued share capital of the Company. Also, Star
Sky is interested in a warrant to subscribe for 36,922,649
Shares.

The percentage has been calculated based on the total number
of Shares in issue as at 30 June 2016 (i.e. 1,083,779,608
shares).

The letters “L” and “S” denote the person’s long and short
position respectively in the Shares or underlying Shares.

Interim Report 2016

(10)

(1

(12)

(13)

HRERESFEBERAAZERES
Haitong International (BVI) Limited" #%4%
A Haitong International (BVI) Limited
F 5 iR A R G 5 o

SEERERARA A ESSARES
5 4 B 5 R 21 066,38 % 2% + B A
WS RER B R EE AR D AR
o A R

EEEERHERATSEHE SR
BERERAR KEARNEBERE
B TR A R AT R AR 49 R A s

Total ShineEM&Z 2 & WA KITH| -
2 HU 18 Best Mark#% T H) B A% 42 - DA URBE
233,155,792 B 17 »

EERBEKERSE 2GR (FEH
RBMA-_Z—RE+—A-+HH
ZBH)EEREBRITHNARBREERT
220,000,000% A5 B A (5 P #E A 4 2 o §F
HELELERARIEHER WRA
RERSEERGOPHEE -

BAZk 22+ ([BAZZ =+ 1) %18 AR Star Sky
Entertainment Group Limited ([Star
Sky 1) BT 5 I% f0 # #E B # &5 © Star Sky
R+ 2 EHA LIEH - Star SkyR
31,194,997 B fh R HE B R - IHE R
RRNBEEITRAAI2.88% ° L) - Star
Sky IR A AT FRBE 36,922, 649 8% i 17 HY FRR%
EERPEAER -

ZAEODLIIBRER-_ZE—RFRA=T+
HE TR H 2% (801,083,779,608

M) £ o

FEL RISIARREKRZA LK
e EBR O AR BORE -



Save as disclosed above, as at 30 June 2016, none of the
Directors and the chief executive of the Company was aware
of any other person (other than the Directors or the chief
executive of the Company) or corporation which had, or was
deemed or taken to have, an interest or short position in the
Shares or underlying Shares which would fall to be disclosed to
the Company under the provisions of Divisions 2 and 3 of Part
XV of the SFO and be recorded in the register required to be
kept under section 336 of the SFO or as otherwise notified to
the Company.

INTERIM DIVIDEND

The Directors do not recommend the payment of any interim
dividend for the Period.

CORPORATE GOVERNANCE

The Board and the management of the Company are
committed to the maintenance of good corporate governance
practices and procedures. The Company believes that good
corporate governance provides a framework that is essential
for effective management, a healthy corporate culture,
successful business growth and enhancing shareholders’ value.

Throughout the Period, the Company has complied with the
code provisions as set out in the Corporate Governance Code
(the "CG Code”) contained in Appendix 14 to the Listing
Rules, save for the deviations as detailed below. The Company
periodically reviews its corporate governance practices to
ensure its continuous compliance.

Code Provision A.2.1 stipulates that the roles of the Chairman
and Chief Executive Officer should be separated and should
not be performed by the same individual. The Company
deviates from this provision because Mr. Zheng Jingdong
has been performing both the roles of Chairman and Chief
Executive Officer. The Directors consider that vesting two
roles in the same person provides the Group with strong and
consistent leadership in the development and execution of the
Group's business strategies and is beneficial to the Group. The
balance of power and authorities is ensured by the operation
of the senior management and the Board, which comprises
experienced and high caliber individuals. The Board currently
comprises 2 executive Directors, 2 non-executive Directors and
3 independent non-executive Directors and therefore has a
strong independence element in its composition.
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Other Information

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

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 the required
standard for securities transactions by the Directors. The
Company made specific enquiries of all the Directors and each
of them confirmed that they have complied with the required
standards set out in the Model Code during the Period.

PURCHASE, REDEMPTION OR SALE OF LISTED

SECURITIES OF THE COMPANY

During the Period, neither the Company nor any of its
subsidiaries purchased, redeemed or sold any of the

Company'’s listed securities.

AUDIT COMMITTEE

The audit committee was established by the Board with written
terms of reference in compliance with the CG Code as set
out in Appendix 14 to the Listing Rules. The primary duties of
the audit committee are to review and supervise our Group's
financial reporting process, risk management and internal
control systems, review the effectiveness of the Group’s
internal audit function and review and monitor appointment of

the auditors and their independence.

The audit committee comprises three independent non-
executive Directors, namely Mr. Chen Shaohua, Professor
Zhao Jinbao and Ms. An Na, and Mr. Chen Shaohua is the
chairperson of the audit committee. The unaudited condensed
consolidated interim financial statements of the Group for the
Period have been reviewed by the audit committee.

On behalf of the Board

ZHENG Jingdong
Chairman

Hong Kong
26 August 2016
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

FHGAEREERAtEZEKRE X

For the six months ended 30 June 2016 &EZ - ZE— NFNA=1+HI-NEA

Six months ended 30 June
BEAA=1+RHIEA@EA

2016 2015
—E-RE —E-1F
Notes RMB’000 RMB’000

Bt AR¥T T AREFTT
(unaudited) (unaudited)
(REER) (REEFEZ)

REVENUE
Cost of sales

GROSS PROFIT

Other net income and gains

Selling and distribution expenses

General and administrative expenses
Amortisation expense of intangible assets

Finance costs

Fair value gain/(loss) on financial liabilities
at fair value through profit or loss

LOSS BEFORE TAX
Income tax expense

LOSS AND TOTAL COMPREHENSIVE
EXPENSE FOR THE PERIOD
ATTRIBUTABLE TO OWNERS OF THE

COMPANY

LOSS PER SHARE

— Basic (RMB)

— Diluted (RMB)

Wz 4 94,854 105,754
THER R (71,456) (75,450)
E7 23,398 30,304
E b Ug A MU F 58 4 1,308 7,814
HE &KoY (5,489) (7,087)
— R RITHFAY (26,734) (12,979)
EREESRHEER 10 (26,350) -
BB KA 5 (4,318) (4,691)
BATFEFABZZEHE

B2 A EWRE(HB%) 11,309 (32,342)
BRI RIEE 6 (26,876) (18,981)
FT{S i 2 7 (310) (6,034)
AAREEAEBEHRNES

REHEXELE

(27,186) (25,015)

BRERE 8

—EBEAR(ARE) (0.025) (0.025)

—#E(ARE) N/ATE A N/AZR 38

Details of the dividends are disclosed in note 9 to the
condensed consolidated financial statements.

B EFBERENEREA M BERERMET -

RN —F-A~FEREES / )3
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Condensed Consolidated Statement of Financial Position

BHESMBERR X

As at 30 June 2016 R _-ZE— X XF~NH=+H

30 June 31 December
2016 2015
—E-RE —ET-RF
~BA=+H +=-—A=+—H
Notes RMB’000 RMB'000
k23 ARBT T AREFIT
(unaudited) (audited)
(REEZ) (&%)
NON-CURRENT ASSETS FRBEE
Property, plant and equipment b E YN ] 85,069 87,341
Prepaid lease payments TS 33,063 33,485
Intangible assets B EE 10 1,554,667 1,476,616
1,672,799 1,597,442
CURRENT ASSETS REBEE
Inventories T8 14,919 31,366
Trade and bills receivables JEUE 5 BRI RN R 11 18,809 39,034
Prepayments, deposits and other B RIE RS REM R
receivables oA 6,576 7,451
Pledged deposits EERFR 3,615 2,723
Cash and bank balances H& MIRTTHH 432,681 789,836
476,600 870,410
CURRENT LIABILITIES REEE
Trade and bills payables JENM B B IR N BN 24 12 36,163 38,679
Deposits received, other payables and BHIES - H A RIE R
accruals et &R 338,414 630,259
Interest-bearing bank borrowings HERIRTTEE 13 119,000 129,570
Warrants R FE RS 14 6,883 21,590
Income tax payable FES 5 H:18 1,261 1,640
501,721 821,738
NET CURRENT (LIABILITIES)/ASSETS  #iBi(&f8) EEFE (25.121) 48,672
TOTAL ASSETS LESS CURRENT BREERABAEE
LIABILITIES 1,647,678 1,646,114
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Condensed Consolidated Statement of Financial Position

f BA Ar & B &R R &

As at 30 June 2016 R _-_ZE—NFNA=+H

30 June 31 December
2016 2015
—E—RE —E—RF
~NA=+H +-A=+—H
Notes RMB’000 RMB’'000
Bt ARBTTT AREFTT
(unaudited) (audited)
(REEZR) (&= %)

NON-CURRENT LIABILITIES kRBERE
Convertible notes AT IARR EIE 14 139,078 91,717
Provision for contingent consideration s AR(B A 15 380,811 422,285
Deferred tax liability FEEFRIBEE 3,071 3,071
522,960 517,073
NET ASSETS BEEFRE 1,124,718 1,129,041

EQUITY R

Share capital % s 16 71,610 70,555
Reserves s 1,053,108 1,058,486
TOTAL EQUITY EREE 1,124,718 1,129,041
By —E—XFERHHRE

25
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Condensed Consolidated Statement of Changes in Equity

HHGREEEED X

For the six months ended 30 June 2015

BHE_T-RFA=THILXEA

Attributable to owners of the Company

LN PN
Reserves
L]
Statutory  Exchange  Capital ~ Share
Share ~ Share Contributed  suplus fluctuation redemption ~options ~ Retained Total Total
capital  premium  surplus fund  reseve  resee  resee  profits  resees equity
AERS ENR® EARE  BRE
BE RGEE E4ER MRS BRE 0 BE BB REAN BREE EaeR
RMB'000  RMB'000  RMB'000  RMB'000 RMB'OO0  RMB'000  RMB'0C0  RMB'000  RMB'000  RMB'000
NRETT ARETT ARBTR ARETR ARETT ARETR ARETR ARETR ARETT ARETR
At 1 January 2015 (audited) H-%-15-F-A(88H) 67258 350,935 141376 95478 155 54 2819 432,638 1023985 1,091,243
ssue of shares upon conversion of HERTARZERTIRA
convertible notes 397 50704 - - - - - - 50704 54001
Loss and total comprehensive expensefor  ERBER2ARRAE
the period - - - - - - - (25015 (25,015 (25,015)
Fquity-settled share option amrangements MRS EHBRERH - - - - - (1 A - -
Transfer to statutory surplus fund ERTITRRES - - - 909 - - - [909) - -
At 30 June 2015 (unaudited) RE-RERAZTR(REEH) 70555 401639 141376 96,387 15 54 1049 408444 1049674 1120229
For the six months ended 30 June 2016 HE-_ZT—R"EXA=THILXEA
Attributable to owners of the Company
KATRRARH
Reserves
(L]
Statutory Exchange  Capital  Share
Share  Share Contributed  surplus fluctuation redemption ~ options Retained ~ Total  Total
capital premium  surplus  fund  reseve  reserve  reserve  profits reserves equity
tERR ENRE EAEE  BRE
Re ROEE E&B® 0BE  BR  BR  RE REEN RELE RR4E
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARMTT ARBTR ARBTR ARMTRL ARMTL ARRTR ARMTR ARMTR ARMTZ
At 1 January 2016 (audited) R=%-7§-5-B(854) 10555 401639 141376 96,338 155 54 10,688 407,766 1,058,486 1,129,041
lssue of shares upon exercise of share MipEREREARA
options 1,055 14435 - - - - (4491) - 904 10999
Loss and total comprehensive expensefor — BASRR2ARRAE
the period - - - - - - - (27186) (27,186) (27,186
Equity-settled share option arrangements — REEESEREDE - - - - - - 11864 - 11864 11864
At 30 June 2016 (unaudited) WoB-RERAZTR(REEH) 71610 416074 141376 96,338 155 54 18,061 380,580 1,053,108 1,124,718
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Condensed Consolidated Statement of Cash Flows

BHHGEERERER

For the six months ended 30 June 2016 &EZ - ZE— NFNA=1+HI-NEA

Six months ended 30 June
BEAA=1+HIEAEA

2016 2015
—E-REF —E—RF
RMB’000 RMB’'000
AR®F AREFIT
(unaudited) (unaudited)
(REBEZ) (REEEZ)
NET CASH FLOWS FROM/(USED IN): B/ (FTR)BREHRETHE
Operating activities KRS 38,756 23,775
Investing activities REEH (392,022) (3,193)
Financing activities A& EED (3.889) (1,698)
NET (DECREASE)/INCREASE IN CASH AND RE&RIRLZEY
CASH EQUIVALENTS C-2VE: )21 (357,155) 18,884
Cash and cash equivalents at beginning of HIRe MR EEY
period 789,836 1,148,881
CASH AND CASH EQUIVALENTS AT END OF HIRKBFERBEEZEY
PERIOD 432,681 1,167,765
ANALYSIS OF BALANCES OF CASH AND ReERBESEEY
CASH EQUIVALENTS RO
Cash and bank balances Re MIRITE 432,681 1,167,765

wgHY —F-~ETEEs / )/
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CORPORATE INFORMATION

The Company is a limited liability company incorporated
in the Cayman Islands. The registered office address
of the Company is located at Cricket Square, Hutchins
Drive, P.O. Box 2681, Grand Cayman KY1-1111, Cayman
Islands. The Company’s principal places of business are
located in Huoju Industrial Zone, Jiangnan Town, Licheng
District, Quanzhou City, Fujian Province, the PRC and
Room 504, 5/F, OfficePlus @Sheung Wan, 93-103 Wing
Lok Street, Sheung Wan, Hong Kong. The shares of the
Company were listed on the Main Board of the Stock
Exchange on 28 January 2011.

The principal activity of the Company is investment
holding. The Group is involved in the manufacture and
sale of slippers, sandals and casual footwear. An analysis
of the Group’s performance for the Period by business
segment is set out in note 3 to the unaudited condensed
consolidated interim financial statements for the Period
(the "“Interim Financial Statements”).

In the opinion of the Directors, the immediate holding
company and the ultimate holding company of the
Company is Best Mark, which was incorporated in the
British Virgin Islands. Its ultimate controlling party is Mr.
Sze.

BASIS OF PREPARATION

The Interim Financial Statements have been prepared
in accordance with International Accounting Standard
("IAS") 34, Interim Financial Reporting issued by the
International Accounting Standards Board and the
disclosure requirements under Appendix 16 to the Listing
Rules.

The Interim Financial Statements should be read in
conjunction with the annual financial statements for
the year ended 31 December 2015, which have been
prepared in accordance with International Financial
Reporting Standards (“IFRSs”).

Baofeng Modern Interim Report 2016

Notes to the Condensed Consolidated Financial Statements

BEHEE M RRMEE

For the six months ended 30 June 2016 EZ - ZE—NFNA=+HILNEHAH
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Notes to the Condensed Consolidated Financial Statements

AR S M |RMEE

For the six months ended 30 June 2016 &EZ - ZE— NFNA=1+HI-NEA

BASIS OF PREPARATION (continued) 2. mEEEE)

As at 30 June 2016, the Group's current liabilities R-ZBE—RENA=ZTH XEEH
exceeded its current assets by approximately mBAEBEHERHEEHNARE
RMB25,121,000. Included in the Group’s current 25,121,0007C - A& E & R E B EH
liabilities was the fair value of provision for contingent BREGNEZREGEREEEDN
consideration that will only be settled after fulfilment IABBEBRENRATFTEARK
of Third Instalment Conditions of RMB259,056,000 and 259,056,0007T & 1B #& R &1 F 2 - B
under the earnings before interest, taxes, depreciation TH T E LR R ([EBITDA]) &
and amortisation (“EBITDA") Sharing Mechanism of B I Y A B A R #560,364,0007T
RMB60,364,000, as explained in note 15. The Directors (WM F1SEEE) EFR A
consider that, the settlement of financial obligation under EBITDAZD XIS T AEBE BB £
EBITDA Sharing Mechanism, which will be based on BENRNARS TH B A R H & & BT
actual outcome of operating cash flow generated from SBREeREEBRER W Te2EAR
certain subsidiary of the Company, would not create B SR IR 2 R A R (R S22 -
any impact on cash outflows in the foreseeable future. BRE st AREN B ERIEBITDAS B I
After taking out the effect of the fair value of provision RS ARBEBFELAFTEZE(R
for contingent consideration for the portion of EBITDA ZE-RERNAZTRHUERSRY
Sharing Mechanism included in the current liabilities, 2 )1 KN & ¥ 2 I ARK
which has no cash flow impact as at 30 June 2016, the 35,243,00070 B 7 8 & = S FE AR o
Group would have demonstrated a net current asset At  EERARBEKEHERS
status of RMB35,243,000. Accordingly, the Directors FHIBI SR ERBEE -

consider that it is appropriate to prepare the Interim
Financial Statements on a going concern basis.

The Interim Financial Statements have been prepared in REI SRR IIBE S —RFFE
accordance with the same accounting policies adopted MM RTFEANZIHR TR R
in the 2015 annual financial statements, except for BN -_E - NEEETH
the accounting policy changes that are expected to be WMEARMZ G5t HEZBBRIN 15
reflected in the 2016 annual financial statements as mr

detailed below:

The Group has adopted the following new and revised REBDENTNIIRNAEEE —F
IFRSs which are effective for the Group's financial year —ANF— A BB BUEE £
beginning on 1 January 2016. ] RAAEFT BIPR B 5 i 5 42 Bl
IFRS 14 Regulatory Deferral Accounts BROBRLENEUE  EEELRF
Amendments to IFRS 11 Accounting for Acquisitions of it pesr it WEABRLERMND T RE
Interests in Joint Operations FNH(ETR)
Amendments to IAS 16 Clarification of Acceptable Methods ARe:rel|E e RELe FEAERBBNTER L
and IAS 38 of Depreciation and Amortisation SHERIE38% (BETA)
Amendments to IAS 16 Agriculture — Bearer Plants BReRAE6RREREe BE-EERED
and IAS 41 HEREMFETE)
Amendments to IAS 27 Equity Method in Separate Financial EReHEAETR(BITR) BUMBRROERE
Statements
Amendments to IFRS 10,  Investment Entities: Applying the ARSHREENE0N B REEE: ERGAAERN)
IFRS 12 and IAS 28 Consolidation Exception BERPLEREERE  MER
R HERE28%: (53TK)
Amendments to IAS 1 Disclosure Initiative RGeS R(BI8)  BEHE
Amendments to IFRSs Annual Improvements to IFRSs REHRREED (BiA) BRHBRLEN-E-——%
2012-2014 Cycle ET-MERHERNE

HIERE —2—AEHHEE
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BASIS OF PREPARATION (continued)

These new and revised IFRSs have had no material impact
on the contents of the Interim Financial Statements.

The Group has not applied any new standard or
interpretation that is not yet effective for the current
accounting period.

SEGMENT INFORMATION

Information reported to the Directors, being the chief
operating decision maker (the “CODM"), for the
purposes of resource allocation and assessment of
segment performance focuses on types of goods or
services delivered or provided. Specifically, the Group’s
reportable and operating segments are as follows:

(@) the Boree branded products segment manufactures
and trades Boree branded slippers, sandals and
casual footwear (“Boree Products”);

(b) the Baofeng branded products segment
manufactures and trades Baofeng branded slippers
("Baofeng Products”); and

() the OEM segment produces slippers for branding
and resale by others.

CODM monitors the results of the Group’s operating
segments separately for the purpose of making decisions
about resource allocation and performance assessment.
Segment performance is evaluated based on reportable
segment result, which is a measure of adjusted result
before tax.

The segment profit or loss represents the profit earned
by or loss from each segment without allocation of
interest income, other unallocated net income and
gains, fair value gain/loss on financial liabilities at FVTPL,
finance costs as well as corporate and other unallocated
expenses.

Segment assets exclude property, plant and equipment,
prepaid lease payments, intangible assets, raw materials,
work in progress, prepayments, deposits and other
receivables, pledged deposits and cash and bank balances
as these assets are managed on a group basis.

Baofeng Modern Interim Report 2016

Notes to the Condensed Consolidated Financial Statements

BEHEE M RRMEE

For the six months ended 30 June 2016 EZ - ZE—NFNA=+HILNEHAH
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Notes to the Condensed Consolidated Financial Statements

AR S M |RMEE

For the six months ended 30 June 2016 &EZ - ZE— NFNA=1+HI-NEA

SEGMENT INFORMATION (continued) 3. ZEERE)

Segment liabilities exclude trade and bills payables, HARENE FRANMEMNEE - HH
certain other payables and accruals, interest-bearing Hi e B RETER T 28R 1T
bank borrowings, convertible notes, warrants, income tax {ﬁ“ TR EYE RN REE - FET AT
payable, deferred tax liability and provision for contingent BRIE -ELEHEEBENMIARBE
consideration as these liabilities are managed on a group B BEZEEEREEMNBE  WT
basis. FFADEEE-

Regarding the brand licensee business segment presented MEE—_ZE—RAFEASA=1THILEHH
for the period ended 30 June 2015, it is not reported in = i&ﬁ’]j‘*“%ﬁ#@%ﬁ“*ﬁﬁ SN
the current period since it ceased operation in 2015. ZOBRZE—RFEILLE QI

E AN Fﬂ#&%EZ”* °

Period ended 30 June 2016 BE-—ZE—-XRNEXA=1THLEM
Boree Baofeng
Products Products OEM Total
BABER BEEEER st

RMB'000 RMB'000 RMB'000 RMB’000
AR®T R ARETTR ARETR ARETR
(unaudited) (unaudited) (unaudited) (unaudited)
(REER)  (REEK) (REER)  (REER)

Segment revenue pan:il 6
Sales to external customers MINREEHE 710 - 94,144 94,854
Segment results PEEE (2,561) - 20,470 17,909
Reconciliation: Fafi 3
Interest income IS ON 795
Other unallocated net income and  E b R D BECUA Uiz 558

gains 513
Corporate and other unallocated (% R E AR D EF X

expenses (53,084)
Fair value gain on financial BATEABRZEREE

liabilities at fair value through 2 AFERE

profit or loss 11,309
Finance costs AR A (4,318)
Loss before tax BREiRIE (26,876)

'y —s-xEdgEs / 3



Notes to the Condensed Consolidated Financial Statements

BEHEE M RRMEE

For the six months ended 30 June 2016 EZ - ZE—NFNA=+HILNEHAH

3. SEGMENT INFORMATION (continued) 3. oWERGE)
As at 30 June 2016 R-B—REXA=1+H
Boree Baofeng
Products Products OEM Total
EARER BEEER @t

RMB'000 RMB’000 RMB'000 RMB'000
AR¥TR ARETR ARETR AR®TR
(unaudited)  (unaudited) (unaudited) (unaudited)
(REER) (REEHR)  (REER) (REER)

Segment assets PHEE 2,165 - 20,011 22,176
Reconciliation: i -
Corporate and other unallocated ¥R EMADEEE

assets 2,127,223
Total assets BERSE 2,149,399
Segment liabilities PHEE 150 150 - 300
Reconciliation: Hk -
Corporate and other unallocated ¥R EMADEEE

liabilities 1,024,381
Total liabilities BEES 1,024,681
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Notes to the Condensed Consolidated Financial Statements

AR S M |RMEE

For the six months ended 30 June 2016 &EZ - ZE— NFNA=1+HI-NEA

3. SEGMENT INFORMATION (continued) 3. oWERGE)
Period ended 30 June 2015 BE-ZE—HAFAA=1THILHH
Boree Baofeng
Products Products OEM Total
EANBER BEREER et

RMB'000 RMB'000 RMB'000 RMB'000
ARETTL ARETT ARETT ARETET
(unaudited) (unaudited) (unaudited) (unaudited)
(RigsEn) (REER) (REER) (REER)

Segment revenue pan:il 6
Sales to external customers RANREPHE 17,051 - 88,703 105,754
Segment results PEEE 7,267 - 15,950 23,217
Reconciliation: Fafi
Interest income FLBUA 2,157
Other unallocated net income and  E b R D BECUA R Uz 558

gains 5,657
Corporate and other unallocated ~ (M% R E AN EH X

expenses (12,979)
Fair value loss on financial BAVEFABR 2REE

liabilities at fair value through PANZER =TS

profit or loss (32,342)
Finance costs BERA (4,691)
Loss before tax BREiRIE R (18,981)

RN —F-~EREEs / 33
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—NENA=1+HIENEA

Notes to the Condensed Consolidated Financial Statements

BEHEE M RRMEE

For the six months ended 30 June 2016 EZ - =

SEGMENT INFORMATION (continued) 3. ZEERE)
As at 31 December 2015 R-ZE—-H"FE+=-HA=+—H
Boree Baofeng
Products Products OEM Total
EANBER ZERER Bt
RMB'000 RMB'000 RMB'000 RMB'000
ARETT AR®TT ARBTE ARETR
(audited) (audited) (audited) (audited)
(fe&7) (f8&%) (fe&Z) (fe&Z)
Segment assets PHEE 9,734 - 42,940 52,674
Reconciliation: HE -
Corporate and other unallocated ¥R EMADEEE
assets 2,415,178
Total assets BEESE 2,467,852
Segment liabilities PHEE 150 150 - 300
Reconciliation: HE -
Corporate and other unallocated ¥R EMADEEE
liabilities 1,338,511
Total liabilities =gt 1,338,811
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Notes to the Condensed Consolidated Financial Statements

AR S M |RMEE

For the six months ended 30 June 2016 &EZ - ZE— NFNA=1+HI-NEA

SEGMENT INFORMATION (continued) 3.

Geographical information

(a) Revenue from external customers

DEER (&)
i & &

(a) REINREFH K

Six months ended 30 June

BENA=THILLAEA

2016 2015

—EB-REF —T—hF

RMB’'000 RMB'000

AR¥T AREFTT

(unaudited) (unaudited)

(REEZX) (REEEZ)

PRC (principal place of operations) PR (EEBLEE) 3,160 18,691
us E3E 89,632 81,153
South America EES 402 1,786
Europe M 232 2,360
South East Asia KD 258 1,403
Other countries SRR 1,170 361
94,854 105,754

The revenue information above is based on the

AW EREREPUEE

locations of the customers. 40
(b) Non-current assets (b) FREBEE
30 June 31 December
2016 2015
—E-REF —E—HF
ANA=+H +-A=+—H
RMB’000 RMB'000
ARBTT AREFIT
(unaudited) (audited)
(REEZ) (EEZ)
PRC (principal place of operations) R (B2 1,672,783 1,597,420

The non-current assets information above is based

on the locations of the assets.

NEFRBEEERIENEE

EED -

2 B 1

ZE-AEHRRE
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BEHEE M RRMEE

For the six months ended 30 June 2016 EZ - ZE—NFNA=+HILNEHAH

3. SEGMENT INFORMATION (continued)

Information about major customers

Revenue from customers of the corresponding periods
contributing over 10% of the total sales of the Group are

DEER ()
TEREFHNESR

RIABERE RERFZRaEGASE
BEAEEETE10% A EENT

as follows:
Six months ended 30 June
BZEAA=1THLAEA
2016 2015
—E-XEF —T—hHF
RMB’000 RMB'000
ARET R ARET T
(unaudited) (unaudited)
(REER) (RegEZ)
Customer A ZEA 41,836 40,722
Customer B ZFB 19,609 16,456
Customer C* z2EC* 13,785 9,539
* Revenue from Customer C contributed less than 10% of * HE-_ZT—HFA<A=1THILNAE
the total sales of the Group for the six months ended 30 ARBEREFPCZHEMASEEBHE
June 2015. ERETE10% °

The Group’s major customers are in the OEM segment.
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Notes to the Condensed Consolidated Financial Statements

AR S M |RMEE

For the six months ended 30 June 2016 #HZ —ZE—

REVENUE, OTHER NET INCOME AND

GAINS

Revenue, which is also the Group’s turnover, represents
the net invoiced value of goods sold, after allowances for

returns and trade discounts.

W AR B ERE 17
HBREER

NFENA=THIENEA

4. Wi HWAR W FHE

ERE
B MBS EE M

R

An analysis of revenue, other net income and gains is as Weas ~ B A A R U a5 ) F 58 H) 5 A a8
follows: ™
Six months ended 30 June
BEAA=1tHIA~HEA
2016 2015
—RE —RHF
RMB’000 RMB’'000
ARETTT AREEFTT
(unaudited) (unaudited)
(REEZ) (REEZ)
Revenue W =
Manufacture and sales of goods FENMEEER 94,854 105,754
Other net income and gains HAty A K W2 R
Interest income FEWA 795 2,157
Sales of scrap material SHERER 258 1,381
Rental income He WA 219 231
Subsidy income AL U A - 400
Others HAith 36 3,645
1,308 7,814
FINANCE COSTS 5. BERA

Six months ended 30 June

BEANA=THLAEA

2016 2015
—~E T—AHF
RMB’000 RMB'000
ARBT T ARBTT
(unaudited) (unaudited)
(REER) (REEEZR)
Interest on bank loans repayable within ~ BN AFANEENERITER
five years A 4,318 4,691
BERE —ZT—X<EHP®RE
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Notes to the Condensed Consolidated Financial Statements

BEHEE M RRMEE

For the six months ended 30 June 2016 EZ - =

6.

LOSS BEFORE TAX

The Group’s loss before tax is arrived at after charging/
(crediting):

—NENA=1+HIENEA

BRBLATE IR
AEBNBRBABECIR (G

Six months ended 30 June

BENA=THILLAEA

2016 2015
=EB-A"% T IF
RMB000 RMB’000
AR®T T ARBTT

(unaudited) (unaudited)
(REHER) (REEEZ)

Cost of inventories sold* BEFERA

Depreciation* e

Amortisation of prepaid lease payments AR

Minimum lease payments under operating 125+ i M F L LR
leases in respect of land and buildings* RIEHE S F*

Employee benefit expenses (including

(Reversal of impairment loss)/impairment

Contributions to retirement benefits

directors’ remuneration)*: HE) * -
Wages and salaries TERF®
Equity-settled share option expense VARG E
Staff welfares EERH

schemes

RIRAERIRT S 3R

BERMNFEX(BRES

) 8 A M e 52

% 1E B

loss on trade receivables RIEEE

Write down/(reversal of write down) of FEWOR, (Mos i mE)
inventories

Loss on disposal of items of property, plant HEWE  BE k&
and equipment BB

Research and development costs** B Bk A * *

* Kk

The cost of inventories sold for the Period includes
approximately RMB19,536,000 (2015: RMB22,264,000)
relating to direct staff costs, depreciation of
manufacturing facilities and operating lease payments in
respect of land and buildings, which are also included in
the respective total amounts disclosed above for each of
these types of expenses.

The research and development costs are included in
“General and administrative expenses” on the face of the
condensed consolidated statement of profit or loss and
other comprehensive income.

Baofeng Modern Interim Report 2016

* *

(M), FHEEUWE 28R

70,027 82,444
3,992 4,980
422 422
205 3,254
24,495 23,087
11,864 -
614 756
1,615 1,254
38,588 25,097
(263) 18
1,429 (6,994)
- 57
1,571 1,319

AHHAEEGFER A EIEIARE
19,536,0007T ( —E—FHE : ARK
22,264,0007T) I E #Z1E S LA - £
ERGITEUR 1 RIEFEEH
#fT sk M EIE B IRE A _EXXAT
WE SIS A A8 58

MEXAEFTABHEE B K
Hip 2 E YR as R 8 [ — R RITEF
X /e



Notes to the Condensed Consolidated Financial Statements

AR S M |RMEE

For the six months ended 30 June 2016 &EZ - ZE— NFNA=1+HI-NEA

INCOME TAX EXPENSE

No provision for Hong Kong profits tax has been made as
the Group’s tax losses brought forward from prior years
exceeded the assessable profits arising in Hong Kong for
the Period (2015: Nil). Taxes on profits assessable in the
PRC have been calculated at the prevailing rates, based
on existing legislation, interpretations and practices in
respect thereof.

FriSBiBA X

F P SR L 65 8 15 38 1 5 EE O B 65
1RLEB A PO 0 T O A M B R B
A - B3 AR B RS A (—F
—REF ) chEMMERBRFIBIA
TREABNRTED  RBREA
AR -

Six months ended 30 June
BZEAA=1tHLA@EA

2016 2015
—EB-R"% —TIF
RMB000 RMB’000

ARETTT AREFTT
(unaudited) (unaudited)
(REEZ) (REEEZ)

Current — PRC BNER —
Charge for the period HAR B
Under-provision in prior years BEFERETT
Total tax charge for the period BRI REsE

LOSS PER SHARE

The calculation of basic loss per share is based on the
consolidated loss for the Period attributable to owners of
the Company of approximately RMB27,186,000 (2015:
RMB25,015,000) and the weighted average number of
ordinary shares of 1,077,726,861 (2015: 1,019,312,623)
in issue during the Period.

The weighted average number of ordinary shares used
to calculate the basic loss per share for the Period
included the 1,067,579,608 ordinary shares in issue, and
16,200,000 ordinary shares issued on 9 March 2016 in
respect of the exercise of share options.

The weighted average number of ordinary shares used to
calculate the basic loss per share for the period ended 30
June 2015 included the 1,013,720,833 ordinary shares in
issue, and 31,194,997 ordinary shares and 22,663,778
ordinary shares issued on 8 June 2015 and 18 June
2015 in respect of the exercise of the conversion rights
attached to the convertible notes.

208 3,610
102 2,424
310 6,034

BRER
ERERNGEEDERANGTER AR
HEIRER A BSR4 AR 27,186,000
T(ZE—HF: AR%25,015,000
L) REABREITERR ZNEFH
% £01,077,726,86 1A% ( =T — 4 :
1,019,312,623/%) 15 -

TEAHEEREASEFERN LR
% N #E F 5 8 8 451,067,579,6080%
BBITEER UER_TE—RF=
ANBBETHNEBTEBEREZ
16,200,000% & A%

HEHE_ZE-RAFAA=1+HILH
MHFIREREIEFE AL BRME
15 81/ #51,013,720,83308 2 3 1T
TR ARR-_ZE—RENANE
FZE—RFANATN\BBEBEITER
BREEM SRR ERETHY
31,194,9970% & @ A% & 22,663,778k%
B -

HIERE —2—AEHHEE
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Notes to the Condensed Consolidated Financial Statements

BEHEE M RRMEE

For the six months ended 30 June 2016 EZ - =

8. LOSS PER SHARE (continued)

No adjustment has been made to the basic loss per
share amounts presented for the periods ended 30 June
2016 and 30 June 2015 in respect of a dilution as the
exercise prices of the share options and warrants and the
conversion price of the convertible notes of the Company
outstanding during the Period were higher than the
average market price of the Company’s ordinary shares
for the Period and accordingly, there is no dilutive effect

on the basic loss per share.

9. DIVIDENDS

The Board did not recommend the payment of an interim
dividend for the Period (For the six months ended 30 June
2015: Nil) to the shareholders of the Company.

10.

—NENA=1+HIENEA

8. BREE#
HRARBRBE T —RNF A
=tEERZZE-HFRA=+THIH
A f) AR 7T {5 F) 8 RECHE 2 AR B R O 7T
{18 K 1o AR TT RE A AT R A SRR A0 HR X
ERNHAXRRARTERN M
B AmMEESRERSEEY BT
2 WY ER R 25 FRER
BRI EREERE -

9. KR
EZSTEFRRAARNR AR A H
BT HERE(BE-_T—HF <A
=tHIEAREA  F)e

INTANGIBLE ASSETS 10. B EE
Technology
Know-how
T A
RMB’000
ARET T
Cost: B
At 1 January 2015 R-—ZE—RA&%—HF—AH -
Addition during the year FRFIG 1,483,117
At 31 December 2015 and 1 January 2016 RZE—RFE+_A=+—HBXK
—E-R"F—-H—H 1,483,117
Addition during the Period HA (A 5 18 104,401
At 30 June 2016 R_E—RENA=TH 1,587,518
Accumulated amortisation: - £
At 1 January 2015 R-ZZT—hAF—HF—AH -
Provided for the year FNEME 6,501
At 31 December 2015 and 1 January 2016 R-E—RAE+-_A=1+—"HE
—E—-RF—H—H 6,501
Provided for the Period g 26,350
At 30 June 2016 R-ZEE—ARFEA=+H 32,851
Net carrying amount: BREFE:
At 30 June 2016 R_ZE—REANA=TH 1,554,667
At 31 December 2015 WZ_ZE-—RF+-A=+—H 1,476,616

Baofeng Modern Interim Report 2016



Notes to the Condensed Consolidated Financial Statements

AR S M |RMEE

NFENA=THIENEA

10.

For the six months ended 30 June 2016 #HZ —ZE—

INTANGIBLE ASSETS (continued)

The intangible assets of the Group as at 30 June 2016
and 31 December 2015 represented the Technology
Know-how acquired from Bluestone, an independent
third party, during the year ended 31 December 2015
for a total maximum consideration of RMB1,800 million,
which comprises of a maximum of RMB1,648,524,590 in
cash; and issuance of convertible notes with a maximum
aggregate principal amount of HK$184,800,000
(equivalent to RMB151,475,410).

As at 31 December 2015, the above consideration
includes initial consideration of RMB450 million
("Initial Consideration”) and contingent consideration
up to a maximum of RMB1,350 million (“Contingent
Consideration”) which comprise of:

(a) Initial Consideration
(i) RMB359,114,754 in cash; and
(i) issue convertible notes with principal
amount of HK$110,880,000 (equivalent to
RMB90,885,246).
(b) Contingent Consideration

(i) a maximum of approximately
RMB1,289,409,836 in cash; and

(i) issue convertible notes with principal
amount of HK$73,920,000 (equivalent to
RMB60,590,164).

0. BN EE(#

AEER-F

—RERA=ZTHEEZ
E-RF+_A=+—HZEFEE

EREBEE—_E-RE+-A=1+—H
FTFEUNEaBREARE
1,800,000,000L(BIEREHZ A A
R #1,648,524,5907T & % 17 & = AN
% #4%E /5184,800,0007 7T (FE R A
R #151,475,41070 ) W Al A i Z= 4% )

BEER

RZF—
(A

N

M

TE RS AN o

AFE+ZA=+—H8" kit

BRENIPAEBARSE

450,000,0007c([ MIZHRE D E&®
A AR #1,350,000,0007T &9 8% 2R ££
B HARE]) EHBE -

(a)

VIFHRE

(i)

" & A R #359,114,754

IV 3

1T AREEE5110,880,000
Bl BERARE
90,885,2467T ) Ky Al A % =

e

HRAE

(i)

(ii)

BRea®ZHARE
1,289,409,8367T : &

BIAE

&

2 B 1

%4 /573,920,000
B oA g
60,590,1647T ) &Y Al A % 22

—_F—

nAR

NERHRRE
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BEHEE M RRMEE

For the six months ended 30 June 2016 EZ - =

10. INTANGIBLE ASSETS (continued)

11.

Baofeng Modern

The completion date of the transaction (“Completion
Date”) was 16 December 2015. The cost of the
Technology Know-how was determined by the Directors
and represents the sum of the cash consideration, the fair
value of the convertible notes (note 14) and Contingent
Consideration (note 15) at the acquisition date, and the
capitalised transaction costs arising directly from the
acquisition of the Technology Know-how. During the
Period, addition of the intangible assets represented
the capitalisation of imputed interest of discounting the
Contingent Consideration until the commencement of
the use of the Technology Know-how. The Technology
Know-how has definite useful lives and is amortised over
10 years using the straight-line method from the use of
the Technology Know-how.

TRADE AND BILLS RECEIVABLES

The Group’s trading terms with its customers are mainly
on credit. The credit period offered to its customers is
generally for a period of three months. The Group seeks
to apply strict control over its outstanding receivables
and has a credit control department to minimise credit
risk. Overdue balances are reviewed regularly by senior
management. In view of the aforementioned and the
fact that the Group’s trade receivables relate to a large
number of diversified customers, there is no significant
concentration of credit risk. The Group does not hold
any collateral or other credit enhancements over its trade
receivable balances. Trade receivables are non-interest-
bearing.

Interim Report 2016

10.

1.

—NENA=1+HIENEA

BILEE (&
ReEZERBH(I=KBHE AT
—HRE+ = B+758 o s AR
AABEEET TERSARE AT
REEE E14) R ARE(H FE15)
RWE BN A FEREZERRER
MEAFBMEENE MR HRAZ 4
o NAHIR BT EERER
YA P R AN AT S S AR B BA IR B9
BEMBERNL - HITMEBEBER
A A& HR0 B F oA F B Bl AN i iR
B RED 10 #8Y -

FEWE SRR RERREE
AEEREFPHNESEREEUEER
ET MEPREHENEER -—RA=
fA - AEEBNBEEEIZREEDN
JEU IR - YR B EEEEEFT - A
MAEEERR - SREEETHmE
BEESR  EN EXFr BARKE
MEWEZERREXETRNEFE
B BUBEEARTEERR &
B E A ENE SRR ERT BT
fEF MmN AR EENIRR - &
WE BRI TELR



Notes to the Condensed Consolidated Financial Statements

AR S M |RMEE

For the six months ended 30 June 2016 &EZ - ZE— NFNA=1+HI-NEA

11.

12.

TRADE AND BILLS RECEIVABLES (continued) 1. BRESRAKEKREE#Z)
An aged analysis of the Group’'s trade and bills REHR NEFEKE SERT L
receivables, net of allowance for doubtful debts as at the FEWWEZE NG REBREENIRRER
end of the reporting period, based on the invoice date, is HRZE S BRSO T -
as follows:
30 June 31 December
2016 2015
—E—REF —E—RF
ANA=+AH tZA=+—H
RMB’000 RMB’'000
AR¥T T ARETIT
(unaudited) (audited)
(REHER) (8 58T%)
Within 3 months 3MEAR 11,075 32,845
4 to 6 months 4Z61E A 5,255 1,935
7 to 12 months 7E21218 A 2,479 4,254
18,809 39,034
TRADE AND BILLS PAYABLES 12. BENHESRIRENERE

An aged analysis of the Group’s trade and bills payables
as at the end of the reporting period, based on the
invoice date, is as follows:

RBEHR AEBRNE SRR R
ENEEZERAHBDNREDN

m :

30 June 31 December

2016 2015

=F-R"% —TAOF

ANA=+RH +ZH=+—H

RMB’000 RMB'000

AR®T AR®EF T

(unaudited) (audited)

(RBEZ) (BEw=Z)

Within 3 months 3@ A A 19,531 24,240
Over 3 months 3EH A E 16,632 14,439
36,163 38,679

The trade and bills payables are non-interest-bearing and
are normally settled on six months terms (31 December
2015: six months). The bills payables of RMB12,047,000
(31 December 2015: RMB7,825,000) were secured by the
Group’s pledged deposits amounting to RMB3,615,000
as at 30 June 2016 (31 December 2015: RMB2,723,000).

ENESERRENEERETTE B
— R ANBRA(ZE—RE+=A
=t+t—H: NEARAAFLE-RN=_Z
—RNEXNAZTH  AEBERBIEF
FHRARE3615000(—E—HF
+=—A=+—8: AR®2,723,000
TT) A AR12,047,0000( ZF—F
F+-A=+—H: AR¥7,825,000
TL) R ER RIBER LR -

2 B 1

ZE-AEHRRE
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BEHEE M RRMEE

For the six months ended 30 June 2016 EZ - =

—NENA=1+HIENEA

13. INTEREST-BEARING BANK BORROWINGS 13. ST EBITEE

30 June 31 December
2016 2015
—E-RF —E—RF
ANA=+H tZA=1+—H
RMB’000 RMB’'000
ARET T AREFTT
(unaudited) (audited)
(REEZ) (&%)

Secured bank loans repayable within one 7B —F RN E B KA EK MR
year TER 119,000 129,570
(@) At 30 June 2016 and 31 December 2015, the bank (@) RZEBE—FR"FAA=Z+BE=Z

(b)

loans were denominated in Renminbi and bore
interest rates ranging from:

Six months ended
30 June 2016

4.60% — 7.58% per annum

Year ended
31 December 2015

1.51% — 7.57% per annum

At 30 June 2016, the secured bank loans of the
Group were secured by a pledge of the Group’s
buildings and land use right, amounting to
approximately RMB17,311,000 (31 December
2015: RMB18,945,000) and approximately
RMB33,879,000 (31 December 2015:
RMB34,301,000) respectively. In addition, the bank
loans were guaranteed by an independent third
party and the Director of the Company.

Baofeng Modern Interim Report 2016

—HEF+ZA=+—H RTE
FIAAREEHE  WiRATE

B SRS

HEZZT—RF HF460%
NA=Z+HIE %27.58%
7~E A

HE-_ZT—F1F BF151%
+—A=+—8B E757%
IFFE

R-ZE—XFEXA=Z1+H &%

B4 AR®17,311,0000( =&
—AF+_A=+—H8: AR¥
18,945,00070 ) FEEF R H AR
#33,879,0000( — & — A F
+ A=+ —H: AR ¥
34,301,0007T) 2 L {F FA#EE
WIREBAEE B KIFRITER
R AN BERITERE
E—2BLE=FRARE)—H
EEER-



Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 June 2016 &EZ - ZE— NFNA=1+HI-NEA

14. CONVERTIBLE NOTES AND WARRANTS 14. TRREBRIRER
Pursuant to a subscription agreement entered into with BER_Z—=F X A/\HHAsia
Asia Equity Value Ltd (the “Subscriber”) on 8 June 2012 Equity Value Ltd([5REEA 1)ETLAYFR
(the “Subscription Agreement”), the Company issued a Bima(IRERE]) AR23R_E
7% senior guaranteed convertible notes with a principal ——HFXNAZ-+—B(ZETHEDMA
amount of HK$176,000,000 (i.e. RMB143,470,000) (the REEAEITAEEE A176,000,00055
“2012 Convertible Notes"”) to the Subscriber on 21 June TL( BN A R #143,470,0007T ) * 327 %
2012 (the “Issuance Date”). In addition, pursuant to the AERNELEABERIUTBRER( -
Subscription Agreement, the Company also issued to the — AR ERR ) A IRIEREE
Subscriber warrants (the “2012 Warrants”) which carry Wi NN B IR A RS A BT R AR A
the rights to subscribe for 62,026,431 new Shares as a B —E——FRREE] MEFE'_',%X
condition to the issuance of the 2012 Convertible Notes. TZE—= iT?ﬁHxKTFE’]M@ B

MR RERE MY B HE A AT 52 B8 62,026,431 1%

Az o
In connection with the acquisition of the Technology FLHI sE108T 1 B 78 W BB B g &0 5% 1
Know-how as explained in note 10, the Company SRR _E—FRF+_A+<
issued zero-coupon unsecured convertible notes (the H# 17T R& % 7110,880,000/%8 7T 2
“2015 Convertible Notes”) with principal amount of EEESEEWABKRER([ZE—FH
HK$110,880,000 as part of the Initial Consideration FR[ IR ER ) EAES T F R
on 16 December 2015. As a part of Contingent BeotEBAREBRN—ZD AR A
Consideration, the Company also issued zero-coupon IR —_E—RE_-_A— E!%éﬁzii/i\%“ﬁ
unsecured convertible notes (the “2016 Convertible /473,920,000 T EE S\ A]
Notes”) with principal amount of HK$73,920,000 on 2 BREE((ZT—RNFaBRREE])-

February 2016.

The 2012 Convertible Notes, 2015 Convertible Notes and —E-HFUBRERE- —hF
2016 Convertible Notes (collectively as the “Convertible AR SR N —F— /\ETTﬁkmﬁﬁ
Notes”) included a debt instrument with embedded (siEaAHmRERE |) B ST A
derivatives. Upon initial recognition, the Convertible ROTETENGEHB LA - NERER
Notes are designated as financial liabilities at FVTPL. The B AR EBEWIET AL AT ERT
fair value of the Convertible Notes is remeasured at the AEBZHERAER- T%ﬁﬂﬁ;‘,—i}%ﬁ’\]@
end of each reporting period and any gains or losses FTEREERBERETTZE AFE
arising from changes in fair value are recognised in the FEEANTMAEENERRANER

statement of profit or loss.

migRy —g-~ErmEs /45
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14. CONVERTIBLE NOTES AND WARRANTS

(continued)

2012 Convertible Notes

The 2012 Convertible Notes give the holders of the 2012
Convertible Notes (the “Notes Holders”) the right (the
“Conversion Right”) to convert all or any part of the
outstanding principal amount of the 2012 Convertible
Notes into fully paid ordinary shares of US$0.01 each
of the Company at HK$1.31 per share (the “Conversion
Price”). The Conversion Price is subject to anti-dilution
adjustment for stock dividends, stock splits, dilutive
securities issuances and other customary adjustment
events from time to time in accordance with the terms
and conditions of the 2012 Convertible Notes. The Notes
Holders can exercise the Conversion Right from time to
time during the conversion period from the Issuance Date
to the maturity date. The 2012 Convertible Notes shall
mature on the third anniversary of the Issuance Date (i.e.
21 June 2015) (the “Maturity Date").

The Conversion Price of the 2012 Convertible Notes had
been adjusted from HK$1.31 to HK$1.27 in accordance
with the terms and conditions of the 2012 Convertible
Notes with effect from 12 October 2012 as the Company
declared and announced the 2012 interim dividend of
HK2.5 cents per ordinary share on 31 August 2012.

During the year ended 31 December 2014, the Subscriber
negotiated with three independent third parties (the
“Transferees”) to dispose of the 2012 Convertible Notes
in the aggregate principal amount of HK$64,000,000,
representing the entire outstanding principal amount
of the 2012 Convertible Notes, and the agreement
(the “Disposal Agreement”) was entered amongst the
Subscriber and the Transferees on 29 October 2014.

During the year ended 31 December 2015, the Group
received a total of three conversion notices from all Notes
Holders of the 2012 Convertible Notes in respect of the
exercise of the remaining Conversion Rights attached to
the 2012 Convertible Notes in the aggregate principal
amount of HK$64,000,000 together with aggregate
accrued interests of HK$4,400,647 held by the Notes
Holders at the Conversion Price of HK$1.27 per share.
As a result of this conversion, the Company allotted
and issued a total of 53,858,775 ordinary shares to the
Notes Holders in June 2015 with additional share capital
and share premium of approximately HK$4,175,629
(equivalent to RMB3,296,534) and approximately
HK$64,225,018 (equivalent to RMB50,703,725). No
2012 Convertible Notes remain outstanding at the end of
2015.
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BEHEE M RRMEE

For the six months ended 30 June 2016 EZ - ZE—NFNA=+HILNEHAH
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For the six months ended 30 June 2016 &EZ - ZE— NFNA=1+HI-NEA

14. CONVERTIBLE NOTES AND WARRANTS 14. TRBREERARER (&
(continued)
2015 Convertible Notes and 2016 Convertible TE-AFABRREER=-Z—X
Notes (“2015 and 2016 Convertible Notes") FOHBREB(ZE—HER=-F

—RETRERE]

The 2015 and 2016 Convertible Notes entitle the holder —ERFER T RFABRRKRERE
to convert them into the Shares at any time from the BYFEEAEFNAIR_ZE—FFNRZ
date of issue of the 2015 and 2016 Convertible Notes T-RFAMBREBEETHHEEER
to the date immediately prior to the maturity date on 16 EIBHE AT —N\Ft+=H
December 2018 and 2 February 2019 respectively, being +REEZZE—NFE-_A-H(ANE
the third anniversary of the date of issue, in multiples THHEMNE=FERAFEERD)f—
of HK$1,000,000 at a conversion price of HK$0.84 per RIS - LA1,000,0007% 7T B9 {5 #i%
conversion share subject to adjustments in certain events. BREERBKRR7H0.84E TN E
The shares to be allotted and issued upon conversions TEATAFRAR)E -_E—RER
shall rank pari passu in all respects among themselves TR RNEABRERIRER ARG -
and with all other ordinary shares in issue by the RN B TRCE R TTZ RO RE
Company on the date of such allotment and issue. Also, FEER 2 ERERAFNEBE
the Company has a right to redeem the 2015 and 2016 BRBETHHEBRITHMEHEM LS
Convertible Notes at any time before the maturity date of BMEBRSHA - KRR MBER=
the 2015 and 2016 Convertible Notes. T—RAFRZT-NFUBREERD

HEREMEEER —T—hF k-
T NFABERE -

During the Period and the year ended 31 December A 7 HA Fﬁ&@zi* T —H&+_-H
2015, the 2015 and 2016 Convertible Notes holder did —t+t—BHIFE- —HRERZE
not convert any 2015 and 2016 Convertible Notes. /\E—H@HXmTF%ﬁ)\I[%RT@Er
M-ZZE—RAFER T —RFBRERE
5o
Warrants IR
The 2012 Warrants initially give the holder of the 2012 —E-—_FRAREBOVLIE T =
Warrants (the “Warrants Holder”) the rights to subscribe —:ij&%aﬁhﬁ}\(fH,Z%Hxﬁéaffh
for 62,026,431 new Shares. The initial subscription BADER - AIR62,026,43108 5
price of the 2012 Warrants is HK$1.53 per share (the f& 5 o T*fimﬂx%‘ B ) 25 2R
“Subscription Price”), subject to anti-dilution adjustment BEASMIS3EBL(IREE]) A
for stock dividends, stock splits, dilutive securities BIE-_ZE - FRAREZNERNLIE
issuances and other customary adjustment events from 1¢TB¢y\Hx7,<Hx§ ES T B8
time to time in accordance with the terms and conditions BEETLEMERTFHESEmMTIA
of the 2012 Warrants. The subscription period of the &}%&fé;ﬂ%‘o T _FRREEN
2012 Warrants commences from 6 months after the REPEERTHEENEARIZ
Issuance Date (i.e. 22 December 2012) (the “Warrants E——F+Z A=+ =B RREE
Subscription Date”), and will mature on the fifth RIEBABMDRANEERREZRER
anniversary from the Warrants Subscription Date (i.e. 22 st mAEFEE (I —+F
December 2017). T A+ =H)@Eme

HIERE —2—AEHHEE
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14. CONVERTIBLE NOTES AND WARRANTS

(continued)
Warrants (continued)

Upon the occurrence of any events of defaults or certain
events as mentioned in the Subscription Agreement,
the Warrants Holder may elect to require the Company
to redeem or repurchase all or a portion of its 2012
Warrants at a price equal to the Black Scholes Value in
respect of the relevant 2012 Warrants as mentioned in
the Subscription Agreement.

On 7 February 2013, the Company had entered into
a supplemental instrument with the Subscriber to
amend certain major terms and conditions of the 2012
Warrants (the “Supplemental Warrants Instrument”). The
Supplemental Warrants Instrument had been approved by
the Subscriber as the sole holder of the 2012 Warrants
in accordance with the terms and conditions of the 2012
Warrants. In accordance with the Supplemental Warrants
Instrument, the Company and the Subscriber agreed
that any adjustments to the Subscription Price should
take effect if the adjustment is HK$0.01 or more. As
a result of the above, the Subscription Price had been
adjusted from HK$1.53 to HK$1.49 with effect from 12
October 2012 as a result of the distribution of the 2012
interim dividend of HK2.5 cents per ordinary share by the
Company.

According to the Disposal Agreement, the 2012 Warrants
were transferred from the Subscriber to the Transferees
on 29 October 2014.

On 13 March 2015, the Company entered into a new
warrants subscription agreement (the “2015 Warrants
Subscription Agreement”) with two warrants subscribers
(the “2015 Warrants Subscribers”) in relation to the issue
of the 2015 Warrants to the 2015 Warrants Subscribers
at the issue price of HK$0.07 per 2015 Warrant.
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AR S M |RMEE

For the six months ended 30 June 2016 &EZ - ZE— NFNA=1+HI-NEA

14. CONVERTIBLE NOTES AND WARRANTS 14. TRREBRARESR (&

(continued)

Warrants (continued) RRER(E)

The 2015 Warrants entitle the 2015 Warrants Subscribers —E-LIFREEFER T _E—A1F
to subscribe for 88,000,000 shares (the “New Shares”) RIS REAER LAE":E—ﬂ
of initially HK$1.5 per New Share (subject to adjustments FRNEFEBRTHE(AIZE—RF
in accordance with the terms of the 2015 Warrants) for a MAZ+—H)E+ )/ EABHETZT
period of eighteen months commencing from the date of NEBRFEROISBT(ATIER-F
issue of the 2015 Warrants, i.e. 21 April 2015. —HFERREFZGHIELAE)R

£88,000,000% M9 ([ #F A% (D 1)

Upon full subscription of the 2012 Warrants and 2015 TE——ERREBER T —HFR
Warrants (collectively as the “Warrants”), a total of PeiE s (Ffm A | SRR |) ERER
151,691,570 new shares will be issued and the net ﬁ%{é #3174 4£151,691, 570Hx%ﬁl]x
proceeds upon full subscription are approximately MR REENTSRIBFEEY
HK$226,900,000 (i.e. RMB193,925,000). 7,%226,900,000/% o Bl A R ¥

193,925,0007T ) °

No warrants have been exercised during the Period and RABEEEZE-_E—FFE+=A
the year ended 31 December 2015. =+—HLEFE- Tﬁ%ﬂuf"ﬂx%u 1T
i o

The Warrants are classified as derivatives and are RREBEIBERTETR RERHE
accounted for as financial liabilities at FVTPL upon H,LHTJ\EEEIJME?/‘$TE‘+)\T§ E’Ji
initial recognition. The fair value of the Warrants are maE o;{lﬂxf“ﬁ NEERE
remeasured at the end of each reporting period and any HREFITE A FEE @J?EE{]E
gains or losses arising from changes in fair value are AIBER B NER -

recognised in the statement of profit or loss.

wigRy —g-x~ErmEs / 49
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Notes to the Condensed Consolidated Financial Statements

BEHEE M RRMEE

For the six months ended 30 June 2016 EZ - =

14. CONVERTIBLE NOTES AND WARRANTS

Baofeng Modern

(continued)

Valuation of the Convertible Notes and the

Warrants

The movements of the Convertible Notes and the
Warrants were as follows:

—NENA=1+HIENEA

14, TEREERARESR (&

TRERERARERGEE

AR ER N RREENEZIT

2012 2015 2016
Convertible ~ Convertible ~ Convertible 2012 2015
Notes Notes Notes Warrants Warrants Total
“E--fF C—E-1f CZE-RE C"E--fF C—E-1f
TRREE TRREE TRREE BT E ARER it
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTL  ARETR  AREBTRT  ARETR  AREBTRT  ARETR
Fair value at 1 January 2015 R-E-RFE—-F—HH
ATE 53,123 - - 4137 - 57,260
Issued during the year ERET - 91,717 - - 4,880 96,597
Converted during the year ~ FRE (54,001) - - - - (54,001)
Fair value loss charged to ~ ERABENRHATE
profit or loss during the year £ 878 - - 7,009 5,564 13,451
Fair value at 31 December ~ RZZ-RF+=H
2015and 1 January 2016 =+—-BR-E-1E
—R-HMLTE - 91,7117 - 11,146 10,444 113,307
Issued during the Period M - - 55,411 - - 55,411
Fair value gain credited to - HiREF AB &R ATFEM
profit or loss during the &
Period - (8,050) - (4,264) (10,443) (22,757)
Fairvalue at 30 June 2016 RZF—~"FEXA=1H
NATE - 83,667 55,411 6,882 1 145,961
Represented by: mATEBRT:
Current portion TEXN - - - 6,882 1 6,383
Non-current portion FREHH - 83,667 55,411 - - 139,078
- 83,667 55,411 6,33 1 145,961

As at 30 June 2016 and 31 December 2015, the fair
values of the 2012 and 2015 Warrants were based on the
valuations performed by Asset Appraisal Limited. The fair
value of the 2015 and 2016 Convertible Notes was based
on the valuations performed by Ascent Partners Valuation

Service Limited (”Ascent Partners”).

Both valuers are

independent firms of professionally qualified valuers and
calculated using the binomial model and the inputs into
the model were as follows:

Interim Report 2016
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Notes to the Condensed Consolidated Financial Statements

AR S M |RMEE

For the six months ended 30 June 2016 #HZ —ZE—

14. CONVERTIBLE NOTES AND WARRANTS

(continued)

Valuation of the Convertible Notes and the

Warrants (continued)

NFENA=THIENEA

14. TRRFERRBREE (&)

TRREERABRERLEE)

30 June 31 December
2016 2015
AA=+H +tZ—A=+—H

2015 Convertible Notes —E-IFUBEREE
Stock price (HK$) W& (&) 0.66 0.77
Principal amount (HK$'000) rEe®E(FET) 110,880 110,880
Coupon rate (%) REH E(%) 0 0
Conversion price (HK$) HBARE (BT) 0.84 0.84
Volatility (%) & (%) 79.27 74.08
Risk-free rate (% per annum) ERRFIE (% BF) 0.51 0.74
Expected life (years) TEEAFH (5F) 2.46 3.00
Expected dividend yield (%) T HA AR B U 5 2 (%) 0 0

2016 Convertible Notes —E-RETEREE
Stock price (HK$) BR(E (BT) 0.66 N/AT i@ F
Principal amount (HK$'000) e (FET) 73,920 N/AT 3 A
Coupon rate (%) ZHEF K (%) 0 N/AA i3 F
Conversion price (HK$) M E (BT) 0.84 N/AT 3 A
Volatility (%) }& fpﬁ(%) 76.43 N/ATR 32 F
Risk-free rate (% per annum) @ F K (% FF) 0.52 N/A i3 F
Expected life (years) %ﬁﬁ,ﬁﬂﬁ/ﬁﬂ (F) 2.59 N/A 38 F
Expected dividend yield (%) T8 HA AR B A (%) 0 N/AT i Fi

2012 Warrants —E-CFABRESR
Stock price (HK$) W& (EIT) 0.66 0.78
Exercise price (HK$) IT1EE (BT) 1.49 1.49
Volatility (%) 18 (%) 87.94 82.61
Risk-free rate (% per annum) R TR (% F5F) 0.36 0.36
Expected life (years) TEERGEEA () 1.48 1.98
Expected dividend yield (%) T8 HA AR B A 3 (%) 0 0
2015 Warrants —E-IFARES

Stock price (HK$) MRE (BT 0.66 0.78
Exercise price (HK$) 1B (BT 1.50 1.50
Volatility (%) & fpaa<%) 43.24 105.99
Risk-free rate (% per annum) @ F K (% BE) 0.16 0.11
Expected life (years) ]—‘Eﬁﬂiﬁﬁ (5F) 0.31 0.81
Expected dividend yield (%) T8 HA A% B 2 (%) 0 0
BEKY —T—AFHHERE
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15. PROVISION FOR CONTINGENT

CONSIDERATION

In connection with the acquisition of the Technology
Know-how as explained in note 10, provision for
contingent consideration as at 31 December 2015
represented the acquisition-date fair value of contingent
consideration of i) a maximum of approximately
RMB1,289,409,836 in cash (“Cash Consideration”); and
ii) the contingent convertible notes (“Contingent CNs")
with principal amount of HK$73,920,000 (equivalent
to approximately RMB60,590,164), which will be issued
by the Company after fulfilment of certain conditions
specified in the acquisition agreement signed on 14
October 2015 ("Acquisition Agreement”), as part of
the consideration for the acquisition of the Technology
Know-how, which was appraised in accordance with the
valuation report issued by Ascent Partners.

The provision for contingent consideration is classified
as a financial liability as it is resulted from a contract
that will or may be settled in the Company’s own equity
instruments and is a derivative that will or may be settled
other than by the exchange of a fixed amount of cash
or another financial asset for a fixed number of the
entity’s own equity instruments. The amount will then be
measured at fair value and any changes in fair value will
be recognised in the statement of profit or loss.

The settlement of Cash Consideration and the
Contingent CNs is subject to the following conditions:
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AR S M |RMEE

For the six months ended 30 June 2016 &EZ - ZE— NFNA=1+HI-NEA

15. PROVISION FOR CONTINGENT 15. RAKER B E

CONSIDERATION (continued)

“Second Instalment Conditions” refer to (a) the [ —BR& 1 8(@) P I EF| M EHH
registration of the transfer of the PRC Patents and A 88 5% 2 48 2 Bl B BB R A A=
the US Patent having been completed in the State EREREREMNEEERTKER
Intellectual Property Office of the PRC and the United A AR AR ERFEBEKMNEEED
States Patent and Trademark Office respectively, such that SRRk AR B E R RS A (SN
the Company having become the applicant of the PRC REENEERLE  AIRRFIK AT
Patents (or if the PRC Patents are granted, the Company EEMNHEEAN) REREBRFR R
having become the PRC Patents owner) under the record EERNESEPKAEREFNNES
of the State Intellectual Property Office of the PRC, and A ROEAMAREERESLOFH
the Company having become the US Patent owner under it A BIREAEIE T e
the record of the United States Patent and Trademark EBNEAK B E B R
Office; and (b) the training provided by Bluestone BAEARGEVAR AME ARG
to the technicians of the Group and its contracted BRERRESH BEFEENARE
parties having been completed, such that the Group EVARBSSAM BRI M AR GER ERRE S
and its contracted parties having been able to produce DIEBE RS A EIEN BT R B
graphene-based EVA foam material and graphene TERFIMRE e WEmERETHN
deodorizing and sterilizing chips based on the Technology EpiZAE -

Know-how independently, and the graphene-based EVA
foam material and graphene deodorizing and sterilizing
chips produced having been certified by an independent
technical organisation at provincial level or above to
meet the inspection standard as stipulated under the
Acquisition Agreement.

Upon fulfilment of the Second Instalment Conditions, the NE G ERE  FZHEEA
second instalment in the amount of RMB450,000,000 E #450,000,0007T 78 B K 2 &) XX
shall be payable by the Company, of which (a) it H f(a) A R #389,409,8367T 7B
RMB389,409,836 shall be paid in cash within 6 months RE ZHR M EKEE ARNNES
after fulfilment of the Second Instalment Conditions; S R(b)AR®60,590,164TER
and (b) RMB60,590,164 shall be satisfied by issuing F-H R ERBISESEH NS RB
the convertible notes with principal amount of MEASHERZARITASE A
HK$73,920,000 to Bluestone or its nominee(s) within 73,920,000 JT &y 7] #A A% =4 T X2
15 business days after the fulfilment of the Second DK

Instalment Conditions.

Bluestone should procure the Second Instalment ERERFEE HIEMRTK B R
Conditions to be fulfiled within 6 months after the 61 A REK ©

Completion Date.

During the Period, the Company has paid RABE RABIRZFE—R"F_A

RMB389,409,836 by way of cash and RMB60,590,164 “HEBRREAFAIHTARE

by way of issuing the convertible notes with principal 389,409,836 - WiBEMEITALRER

amount of HK$73,920,000 as the second instalment of 73,920,000 7 Al AR =g 7 A

the Contingent Consideration on 2 February 2016. AR #60,590,1647T ' 1EA % —H
HARE -

HIERE —2—AEHHEE
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15. PROVISION FOR CONTINGENT

CONSIDERATION (continued)

“Third Instalment Conditions” refer to (a) the
accumulated turnover of a special purpose vehicle
("SPV") to be established by the Group for the sales
of graphene-based EVA foam material, graphene
deodorizing and sterilizing chips and graphene-based
wearable devices manufactured using the Technology
Know-how and/or any other companies (other than
companies of the Group) authorised to use the
Technology Know-how having reached RMB40,000,000;
and (b) the sales volume of graphene-based EVA foam
material having reached 20,000 cubic meters, each within
9 months after the Completion Date (or such later date
as the Company may agree).

Upon fulfilment of the Second Instalment Conditions and
the Third Instalment Conditions, the third instalment in
the amount of RMB270,000,000 shall be payable by the
Company in cash to Bluestone or its nominee(s) within 15
business days after the fulfilment of the Third Instalment
Conditions.

Bluestone should procure the Third Instalment Conditions
to be fulfiled within 9 months after the Completion Date
(or such later date as the Company may agree). In the
event that (i) the Second Instalment Conditions cannot
be fulfiled within 6 months after the Completion Date
(or such later date as the Company may agree), or (ii) the
Third Instalment Conditions cannot be fulfiled within 9
months after the Completion Date (or such later date as
the Company may agree), the Company is not obligated
to pay the third instalment of the consideration of
RMB270,000,000.

Pursuant to the Acquisition Agreement, upon fulfilment
of the Second Instalment Conditions and the Third
Instalment Conditions, Bluestone is entitled to share 35%
of the EBITDA of the SPV for the 6-month period ended
30 June or 31 December of each year (“Interim Financial
Period”) during which the Second Instalment Conditions
and the Third Instalment Conditions are fulfilled and
each subsequent Interim Financial Period (until the end
of the sixth financial year ending 31 December from the
Completion Date), subject to a maximum sharing amount
of RMB630,000,000 (the “EBITDA Sharing Mechanism”).
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For the six months ended 30 June 2016 &EZ - ZE— NFNA=1+HI-NEA

15. PROVISION FOR CONTINGENT 15. RAKER B E

CONSIDERATION (continued)

For the avoidance of doubt, the financial year in which BREtE  FLEBITDAD K # 4| M = -
the Completion Date ending on would be considered ek B HIFT B RO B U R S AR A 5
as the first financial year for the purpose of the EBITDA — (BB L JE o FAEBITDAD AR H 1] £F
Sharing Mechanism. During the period under the EBITDA M- AEEPHMEHEmS A2
Sharing Mechanism, for each Interim Financial Period, the RIEZR T — R B AZBAT A+ A
Company should appoint an independent auditor to issue BF 7% B e A5 12 418 A A BLSPVRA 32
a certificate for the EBITDA of the SPV during the relevant HRBF S ARSI UEBITDAE B — 1D B &
Interim Financial Period within 4 months from the end RARERZBELRARISEZEAR
of such Interim Financial Period, and the sharing amount NAIRSRELQKEIRZ AP
shall be paid by the Company in cash to Bluestone or its FIE - 5T EEBITDARK 1§ T~ & & ESPV
nominee(s) within 15 business days after the issuance TLEL T R0 54 FE () AN B B S S B (B o] =
of such certificate. Any license fees for the Technology Aj & o

Know-how payable by the SPV to the Group will be
disregarded in the calculation of the EBITDA.

If the accumulated EBITDA of the SPV during the period BSPVAEBITDAZ Ak # I T HARE /Y 2
under the EBITDA Sharing Mechanism is less than STEBITDAIE A A R #1,800,000,000
RMB1,800,000,000 (for the purpose, if the SPV records a TL(HLUE TS - AASPVAAME {r] /b HA B 75
loss in any Interim Financial Period, the EBITDA of the SPV A 8215 18 - 5t & R 5TEBITDARK
of that Interim Financial Period would be regarded as zero SPVIA 5% 1 BRBA 75 HAf /UEBITDARE &
in calculating the accumulated EBITDA), the total sharing WIRABZ ) EBITDAD RS TRIE D
amount under the EBITDA Sharing Mechanism will be less K& %88 1K N A R 630,000,000
than RMB630,000,000 and the Company is not obligated T ARNABINHAELTNARIE
to pay the shortfall between RMB630,000,000 and 35% 630,000,0007C EESPVAAZEBITDA D X,
of the actual accumulated EBITDA of the SPV during the M TN ERR TR 25TEBITDAZ35%
period under the EBITDA Sharing Mechanism. 2RI Z= 58 o

As at 30 June 2016, provision for contingent RZZFE-—REFRA=1TH HAKE
consideration represented the fair value of contingent BEBERE-HETEREUERSY
consideration of a maximum of approximately R AR HREBITDA S B 1 1) 8 B =1 49 A
RMB900,000,000 in cash after fulfilment of the Third FR #900,000,000TTHI K AR B 2 A
Instalment Conditions and under the EBITDA Sharing E &SRS -

Mechanism, which was appraised by Ascent Partners.
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For the six months ended 30 June 2016 EZ - ZE—NFNA=+HILNEHAH

15. PROVISION FOR CONTINGENT 15. AR ERE &)
CONSIDERATION (continued)
The movements of the provision for contingent AR BEEZ EEBWT -
consideration were as follows:
30 June 31 December
2016 2015
AL —E-RF
AA=tH t-A=t—H
RMB’000 RMB’000
ARBT T ARBTT
(unaudited) (audited)
(REERK) (18 &=%)
As at the beginning of the Period/year FRERF 4] 1,029,203 -
Acquired on acquisition of the Technology £ 7 Ui B 5 1 0 25 A5 15
Know-how during the year - 1,029,203
Settlement during the Period HIN#EE (340,420) -
Fair value loss charged to profit or loss HARREENGR 2 AFE
during the Period Bk 11,448 -
As at the end of the Period/year B R 700,231 1,029,203
Current portion included in deposits FFABWIES - A FUE
received, other payables and accruals NIEGTER ZREE D (319,420) (606,918)
Non-current portion SERBENEL S 380,811 422,285

FAREBREO QX TFERA —BER
AR -RZT-RFERNA=ZTARZ
E-AF+ZA=+—8 ZEAH

The fair value of the provision for contingent
consideration is calculated using the binomial model.
The inputs into the model as at 30 June 2016 and 31

December 2015 were as follows: BASIENT :
30 June 31 December
2016 2015
AL s
ARA=+H tZA=+—H
Stock price (HK$) RECET) N/ATiE A 0.77
Coupon rate (%) EEME(%) N/ATIE A 0
Conversion price (HK$) BRREGET) N/ATE A 0.84
Expected dividend yield (%) TR B E (%) N/ATER 0
Expected volatility (%) (note a) TEARR 18 (% )(FisEa) N/AT & A 70.14
Expected life (years) (note b) TE AR HA (4 ) (P 5Eb) N/ATiE A 3.54

Risk free rate (% per annum) (note ¢) R e AE (%  FF)

(f3Ec) N/ATER 0.83
Discount rate BhIR & 16.53-16.73% 18.78%
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For the six months ended 30 June 2016 &EZ - ZE— NFNA=1+HI-NEA

15. PROVISION FOR CONTINGENT
CONSIDERATION (continued)

(a) Expected volatility for the Contingent CNs was
determined by calculating the historical volatility of
the Company’s share price.

(b) Expected life was the expected remaining life of the
Contingent CNs.

() The risk free rate for the Contingent CNs is
determined by reference to the yield of the Hong
Kong Generic Bond.

(d) All Contingent CNs have already been issued as at
30 June 2016.

16. SHARE CAPITAL

The details of the authorised and issued share capital of

15. IIAREREE)

(a)

SRR R 2 TRHIK IR 555
BETEARBBEREREME

;’T:_o

BEFHARAT MR RER 2R

HAgR N HA

SRR R 2 R F R T
2EEE - REF2RGEETE

—
iE °

R-E—XRFEXA=1TH MF

SRA BB RIBEE #1T -

16. BRA

RRRDEERBETHRAZFIBN

the Company are as follows: T
Number of
ordinary ~ Nominal value ~ Nominal value
shares of of ordinary of ordinary
US$0.01 each shares shares
SREE
0.01X7TH
EERYA EEREE EEREE
Us$'000 RMB'000
Txrn ARBTT
Authorised: BE:
At 1 January 2015, 31 December R -Z—HF—H—H -%
2015, 1 January 2016 and 30 —hF¥+-A=f+—-H"
June 2016 “E-RE-A-BK
“E-RF~A=1+H 5,000,000,000 50,000 342,400
Issued: 2#1T:
At 1 January 2015 R-_Z—-H%—H—H 1,013,720,833 10,137 67,258
Issue of shares upon conversion of  FAEE I A] A iy 15 B 3477
convertible notes W 1n 53,858,775 539 3,297
At 31 December 2015 and 1 RZE-RFE+-A=1+—
January 2016 Ak-—E—~"5—HA—H 1,067,579,608 10,676 70,555
Issue of shares upon exercise of RITERRERZTRD
share options 16,200,000 162 1,055
At 30 June 2016 RZE—REXA=TH 1,083,779,608 10,838 71,610

HIERE —2—AEHHEE
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17. SHARE OPTION SCHEME

On 8 January 2011, the Company operates the Share
Option Scheme for the purpose of providing incentives
and rewards to eligible participants who contribute to the
success of the Group’s operations. Eligible participants
of the Share Option Scheme include, among others, the
Directors, including independent non-executive directors,
employees, suppliers of goods or services, customers,
consultants of the Group, the Company’s shareholders,
and any non-controlling shareholder in the Company’s
subsidiaries. The Share Option Scheme became effective
on 28 January 2011 and, unless otherwise cancelled or
amended, will remain in force for 10 years from that
date.

The maximum number of shares which may be issued
upon exercise of all options to be granted under the
Share Option Scheme and any other schemes of the
Group shall not in aggregate exceed 10% of the Shares
in issue at the Listing Date (the “Scheme Mandate Limit")
and at the date of approval by the shareholders of the
Company in general meeting where the Scheme Mandate
Limit is refreshed. The maximum number of shares
issuable under share options to each eligible participant
in the Share Option Scheme within any 12-month period
is limited to 1% of the Shares in issue at any time. Any
further grant of share options in excess of this limit is
subject to shareholders’ approval in a general meeting.

Share options granted to a director, chief executive or
substantial shareholder of the Company, or to any of
their respective associates, are subject to approval in
advance by the independent non-executive directors.
In addition, any share options granted to a substantial
shareholder or an independent non-executive director
of the Company, or to any of their respective associates,
in excess of 0.1% of the Shares in issue and with an
aggregate value (based on the closing price of the Shares
at the date of grant) in excess of HK$5 million, in the
12-month period up to and including the date of grant,
are subject to shareholders’ approval in advance in a
general meeting.

An offer of the grant of share options may be accepted
within 28 days from the date of offer, upon payment of
a nominal consideration of HK$1 in total by the grantee.
The exercise period of the share options granted is
determinable by the directors, and which shall not exceed
10 years after the date on which the share options are
granted and accepted. The exercise of any option may
be subject to a vesting schedule to be determined by the
Board.
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For the six months ended 30 June 2016 EZ - ZE—NFNA=+HILNEHAH

7. BBRESE

R-ZZF——F—ANA  KNRRARLEE
BAER S EERR/AKREXBZ
RIEL BRI B ERSEERHE
By S B - B RT B R E RS2
BRE(EFEF)ARAEF (RS
VIHERTEF) AKERE Eme
R e - TP B AAFRR
R AN B B B A B 2 A ] R R B AR
R-BhEmmEBA _FT——F—A
“HNANBRER RIFERUESE
7 BRI HAZ B R T FRAREA
R o

RIFE AT 8| R AN S B A 5T
SR AP A B TER A T3
THRMESHE ST EEER
EHEEERARRRRABERAE £
HEEMEREREE AT RITR
10 210% ([ 5T 8 IRHERREE 1) o IAEAA
TZEAREA - RIEERET SR
THRABRZEE ZBRHER T 317
Z = B A AEMRRD &7
10.21% IR © =B IR Hl 2 17
HiB S AERRNERAE £
HEE ©

BRYARBIES - FBITHRABHE
TR ok 1 BB B A £ 2 RS AR
ERBUIERITEE SR E I
ShoRAIREBEE T @A BME
W W FARREERES B IE
WITESRFETMBHEA LT ZEM
BE AR R i B 31T A9 0.1 % BRI A
HEMBERDE B+ — @A M
B mMEFE 2B ERBBAB
5,000,000/ 7t * BIZB & IR A IR R A
2 LEEEE-

RHBAE 2 2HORNEL B HER
" NARAEARANRERET
IR T AR - FTIR AU 2 17
EHMIIHESEE  TNMFRBERE
B R % B B 104F - (T BB
BZITEAREIBRREFEEET LR
BH -
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For the six months ended 30 June 2016 &EZ - ZE— NFNA=1+HI-NEA

17. SHARE OPTION SCHEME (continued)

The exercise price of share options is determinable by
the Directors, but may not be less than the higher of (i)
the Stock Exchange closing price of the Shares on the
date of offer of the share options; (ii) the average Stock
Exchange closing price of the Shares for the five trading
days immediately preceding the date of offer and (iii) the
nominal value of the Shares.

17. BBIRERTE(&
BREZITEERESET BTG
ERATZ2BEEORONERES
%) B HATE B 2 T 2 W AR ¢ GDRRID R
SRELHAMARMERLS BEH XA
2 AU TE R (iii AR5 BT

Share options do not confer rights on the holders to RERR I T T RIA A MR B3t
dividends or to vote at shareholders’ meetings. EN—E e Tk

RAHARE - R IR B AR At &) M R 1T
Golediver UNNE

The following share options were outstanding under the
Share Option Scheme during the Period:

31 December 2015
—E-RF+-A=1+—H

30 June 2016
—E-XREXA=TH

(unaudited) (audited)
(REEXK) (&%)
Weighted Number Weighted Number
average of share average of share
exercise price options  exercise price options
piik: B INHEF5
THEE BREHE TEE  BREHE
At the beginning of the Period/ #Hi, /&%)
year 0.83 69,250,000 1.18 10,250,000
Granted during the Period/year £,/ R#%H 0.67 96,300,000 0.81 65,000,000
Exercised during the Period BT 0.81 (16,200,000) - -
Forfeited during the year FRRI - - 1.18 (6,000,000)
At the end of the Period/year R Hi, /&K 0.73 149,350,000 0.83 69,250,000

96,300,000 (year ended 31 December 2015: 65,000,000)
share options and 16,200,000 (year ended 31 December
2015: nil) share options were granted and exercised
during the Period respectively, and nil (Year ended 31
December 2015: 6,000,000) share options were forfeited
during the Period due to cessation of employment of the
participants.

R ERRE - 9 Bl /5 96,300,00017 (&, =
TE-RAF+_A=+—HIFE:
65,000,000% ) }.16,200,00015 ( & =
TE-RAF+_A=1+—HILFE:
OB ERR L RITE BREE
RIFEBEAERMEIWNEREAS
NEHzE2-_Z—RHEF+_-_A=1+—HIt
FE : 6,000,00017) e

HIERE —2—AEHHEE
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For the six months ended 30 June 2016 EZ - ZE—NFNA=+HILNEHAH

17. SHARE OPTION SCHEME (continued)

The outstanding share options as at 30 June 2016 were
vested to the grantees in the following manner:

— 4,250,000 of such share options were vested on
30 August 2012 with an exercise period from 30
August 2012 to 29 August 2016.

- 12,450,000 of such share options were vested on
10 December 2015 with an exercise period from 10
December 2015 to 9 December 2020.

- 21,400,000 of such share options will be vested on
10 December 2016 with an exercise period from 10
December 2016 to 9 December 2020.

- 5,750,000 of such share options will be vested on
10 December 2017 with an exercise period from 10
December 2017 to 9 December 2020.

- 4,600,000 of such share options will be vested on
10 December 2018 with an exercise period from 10
December 2018 to 9 December 2020.

- 4,600,000 of such share options will be vested on
10 December 2019 with an exercise period from 10
December 2019 to 9 December 2020.

- 52,245,000 of such share options will be vested on
24 June 2016 with an exercise period from 24 June
2016 to 23 June 2021.

- 36,060,000 of such share options will be vested on
24 June 2017 with an exercise period from 24 June
2017 to 23 June 2021.

- 3,075,000 of such share options will be vested on
24 June 2018 with an exercise period from 24 June
2018 to 23 June 2021.
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17.

BT EI(E)
MNZZE—XEXNA=THEARTERE
PEREE T AT B FAERA ¢

- ZEREKERA,250,00010 E R
— T —_FNA=t+HEEB 1T
ﬁﬁﬂﬁ’j Z——FN\A=+HZE
:7 /\EE/-\H +j-|.:E|°

- Mﬁﬁﬁﬂxﬁéﬁ’ﬂz 450,000 2R

—hF+-FA+HHEE 17T

ﬁﬁlﬁi%ff hFEF+ZA+RHZE
—E-TEF+-ANH-

- ZEBERRHER21,400,00010 165
—E-RNE+-A+AREE 1T
FHA-_T—XF+_A+HZE
—E-EF+-RANB-

- EZ:E%HQ%B’JWSOOOO%H%EA

—tF+-_RA+HEBE 17T

ﬁﬁlﬁz%_? +FE+ZA+RZE
—E-ZEF+-ANH-

- E%ir*ﬁ%ﬁﬁ% #94,600,00017 # 7

—N\F+-A+BRB 17

fiﬁﬂz’%_i@ NE+ZATHE
—ETFET-ANA-

- E%ﬁﬁﬁﬂﬁ 7 894,600,000 1 %

—NWF+-_A+B5EB 17

@,Hﬁz%_i hE+=ZA+AB=Z
—E-TFEF-ANA-

- %ESBEMER52,245,00017 Hﬁé
TE-RENAZTHNBEEE
IFEBHAE—T—RFAZTHE

2T —FXA=-+=H-

- ZEBIRHER36,060,00019 15 H
—_E—+FRNAZTHBERE-
TEHAE-ZE—+FA=-+M
AE-"f-—FA=-+=H-

- ZEBERHER3,075,00010 7
—E-N\ENAZTHBERE-
TERAE-ZT—N\FNA -+
BE-_Z-_—F < A=-+=H-
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17.

For the six months ended 30 June 2016 #HZ —ZE—

SHARE OPTION SCHEME (continued)

2,460,000 of such share options will be vested

on

24 June 2019 with an exercise period from 24 June

2019 to 23 June 2021.

2,460,000 of such share options will be vested

on

24 June 2020 with an exercise period from 24 June

2020 to 23 June 2021.

The outstanding share options as at 31 December 2015
were vested to the grantees in the following manner:

4,250,000 of such share options were vested
30 August 2012 with an exercise period from
August 2012 to 29 August 2016.

28,650,000 of such share options were vested
10 December 2015 with an exercise period from
December 2015 to 9 December 2020.

21,400,000 of such share options will be vested
10 December 2016 with an exercise period from
December 2016 to 9 December 2020.

5,750,000 of such share options will be vested
10 December 2017 with an exercise period from
December 2017 to 9 December 2020.

4,600,000 of such share options will be vested
10 December 2018 with an exercise period from
December 2018 to 9 December 2020.

4,600,000 of such share options will be vested
10 December 2019 with an exercise period from
December 2019 to 9 December 2020.

on
30

on
10

on
10

on
10

on
10

on
10

NFENA=THIENEA

17. EBRRESTE (&

R-E—

5% % BRI /92,460,00017 # 7
TE-NFRNAZTNBEEE
TEHE-_ZT—NFA-+H
HE—_Z-_—FA=-+=H-

72 SR /2,460,000 H#EA
TE-TFEXA-_+HHEER

I ER A _Y_EEAH_+E
FRAZ+=H-

Hz2-F——

A%+ A=+ —AHKT

eI TR T AR A ¢

5% % BRI #94,250,00010 B
—E-—FNA=tERBE T
FHA-_ZE——FNA=+AHZE
—Z-XRENAZtNB-

Mﬁﬁﬁﬁxﬁéa’ns 650, ooofﬁaﬁA
—T-RF+-_A+HREEB"
ﬁ%ﬁ:ﬁ £¢+*H+E§
—E-FEF+-HANB-

ZEHEAERI21,400,000159 #5 7A
—_E— /\¢+ ART+HEE 17
FHRE-_FT-—X"F+_At+H=ZE
:;_7¢+ RAhB-

EZTJ%H%%EE’JS 750,00017 # 7
—tFT-_ATHBE 17

ﬁ%ﬁ_? TtHE+ZATAHE

—E-TFEF-ANA-

% 55 85 I #E §94,600,00017 #5 A
—E-NE+-_At+RHEE 1T
FHAEA_ZT—/\F+-_At+H=ZE
—E-FEF+-HANB-

Mﬁﬁ% % ¥ 594,600,00017 #5 A
—E-NAEF+_AtHERE 17
FHHAE—T-—NF+=-At+HZE
—E-EF+-RNB-

HIERE —2—AEHHEE
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Notes to the Condensed Consolidated Financial Statements

BEHEE M RRMEE

For the six months ended 30 June 2016 EZ - =

17. SHARE OPTION SCHEME (continued)

—NENA=1+HIENEA

17. BB ESTE (&

The exercise prices and exercise periods of the share
options outstanding as at the end of the reporting period
are as follows:

30 June 2016
—R"NEXNB=1H

R 2 MR A RITER B RAENTTE
B R TERT

Number of Exercise price
share options HK$ per share Exercise period
BREHE THEESRER T
96,300,000 0.67 24 June 2016 to 23 June 2021
—E-RERAAZtTHEBE—ZE_—FA=Z+=H
48,800,000 0.81 10 December 2015 to 9 December 2020
—hAF+-A+HE=ZZ=-FTF+-_ANA
4,250,000 1.18 30 August 2012 to 29 August 2016

31 December 2015
—EF-RF+-A=+—H

—HFNA=FTHE-Z—

NENAZT A

Exercise period

1T

Number of Exercise price
share options HK$ per share
BEH A TEEFRETT
65,000,000 0.81
4,250,000 1.18

The fair value of the share options granted during the
year ended 31 December 2011 was HK$12,880,000
(equivalent to RMB10,549,000) of which full share option
expense had been recognised by the Group in prior years.

The fair value of the share options granted during the
year ended 31 December 2015 was HK$24,872,000
(equivalent to RMB20,837,000) of which the Group
recognised share option expenses of RMB9,466,000 and
RMB4,414,000 during the year ended 31 December 2015
and the Period respectively.

The fair value of the share options granted during
the Period was HK$18,960,000 (equivalent to
RMB16,204,000) of which the Group recognised a share
option expense of RMB7,450,000 during the Period.
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10 December 2015 to 9 December 2020

——FN\HA=

EFF+-R+RE-ZE-_TF+_ANH

30 August 2012 to 29 August 2016
+E|j:—¥ /\E)\)EJ JFlei

BE-_ZT——F+-A=+—HBItF
FEERIEHNERERFEA
12,880,000 7T( & M A R &
10,549,0007T) - H = EREEARER
ERASERNBEFERR -

HEe 22— HRF+-_A=+—HI*F
EEeErEEBERENANTFTEAR
24,872,000 jt( 8 & BN A R ¥
20,837,0007T) AR AEEREE =
E—AF+-_A=Z+—HIEFERXK
HESHERERERIARK
9,466,0007T & A R ¥4,414,0007T °

AEEERLERENATER
18,960,000 7L( HH & M A R ®
16,204,00070 ) " B AR E B A A ERE

RIBAERSZ AR®7,450,0007T
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For the six months ended 30 June 2016 &EZ - ZE— NFNA=1+HI-NEA

17. SHARE OPTION SCHEME (continued) 17. BRERT 8 (&

The fair value of equity-settled share options granted Hz—_2——F N _FT—HF+_-HA
during the year ended 31 December 2011 and 2015 and =+ —BIEFERAHRDSE LA
the Period was estimated as at the date of grant, using RerE st E RN EER —EE
a binomial model, taking into account the terms and ARTBHBHETHE T RERH
conditions upon which the options were granted. The ZEBRENGRRGMSE - TRIT
following table lists the inputs to the model used: ERZERFEAEIE

2016 2015 2011

—RE ZEBE-FF Z—ZB——f

Dividend yield (%) P8 MK 2 (%) 0 0 1.80
Volatility (%) K18 (%) 64.65 65.20 47.42
Risk-free interest rate (%) #22 [2L B 1 (%) 0.69 0.99 0.79
Expected life of options (year)  EEAXIETEHRGEHA(4F) 5 5 5
Exercise price (HK$ per share) TEE(ERBT) 0.67 0.81 1.18
The expected life of the options is based on the historical BRREESHFHENEBERESSIEE
data and is not necessarily indicative of the exercise FoOARAMRRAIBEHIERITEER -
patterns that may occur. The expected volatility reflects i‘éi\ﬁ;ﬁ/)*ifpaaE{E”‘“TEE&%T&%%EEX
the assumption that the historical volatility is indicative B BRUABERLE

of future trends, which may also not necessarily be the
actual outcome.

No other feature of the options granted was incorporated A QAFERITEST KRS ERE
into the measurement of fair value. Y E A RN o

During the Period, 16,200,000 of exercised share options PR RN EREREERN AT
with fair value of approximately RMB4,491,000 which B4 AR ®4,491,0007T /916,200,000
previously recognised in share options reserve have been HEITEBEREE BRI R(E -

transferred to share premium.

During the year ended 31 December 2015, 6,000,000 of HE-_Z—RAF+_A=+—HILHF
forfeited share options with fair value of approximately €+ 6,000,00015 B8 U 8 A 4 R 7 B
RMB1,657,000 which previously recognised in share REREEZAONLAFEENARE
options reserve had been transferred to retained profits. 1,657,0007C B B =R 5T o

RN —F-AFREES / O3
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For the six months ended 30 June 2016 EZ - =

17.

18.

SHARE OPTION SCHEME (continued)

As at 30 June 2016, the Company had 149,350,000 (31
December 2015: 69,250,000) share options outstanding
under the Share Option Scheme, which represented
approximately 13.78% (31 December 2015: 6.5%) of
the Shares in issue as at that date. The exercise in full
of the outstanding share options would, under the
present capital structure of the Company, result in the
issue of 149,350,000 (31 December 2015: 69,250,000)
additional Shares and additional share capital and share
premium of approximately HK$11,588,000 (equivalent
to RMB9,904,000) (31 December 2015: HK$5,367,000
equivalent to RMB4,496,000) and approximately
HK$97,476,000 (equivalent to RMB83,310,000)
(31 December 2015: HK$52,298,000 equivalent to
RMB43,814,000), before issue expenses.

FAIR VALUE MEASUREMENTS OF
FINANCIAL INSTRUMENTS

Fair value of the Group’s financial liabilities that
are measured at fair value on a recurring basis

Some of the Group’s financial liabilities are measured
at fair value at the end of each reporting period. The
following table gives information about how the fair
values of these financial liabilities are determined (in
particular, the valuation technique(s) and inputs used).
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—NENA=1+HIENEA

7. BRESTEI(E

MR-ZZE—XNFENA=1TH AR aRE
P& 51 2178 T ¥ 5 149,350,00015 ( =
T—HF+-A=+—H 169,250,000
) MARITE R BB AE - (hRZ B HEIE
BT H13.78% ( —E—RHF+ =
A=+—H :6.5%) - BEAREIRE
BARGERE  BEITFEZE R ARITENE
J% #E 1% 38 B 88 Hh 3% 17149,350,0000%
(ZE—RE+=AR=+—8:
69,250,0000% ) B 17 K BB /N IE AR AN K2
B E B BI1#711,588,00078 7T (&
A R #9,904,000t ( — & — A 4F
+=-A=4+—H : 5,367,000/ 7T * 8
B RN A R #4,496,0000T ) N 4
97,476,0007% T H & N A B ¥
83,310,000 ( —E—HFE+ = A
=-+—H :52,298,000/87C - lHENA
R#43,814,0007T ) GRINBR TR )

. ERTAEMNAVEE

FEERBEEHEREZQNVES
ENERMABENATE
REZRPR ARENETERE
BERAFEFE TRV ZFTR
BEAFEEE T A(LERMAN
BETERBAEB)WEBEER -
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For the six months ended 30 June 2016 &EZ - ZE— NFNA=1+HI-NEA

18. FAIR VALUE MEASUREMENTS OF 18. EM I AN AV EE#E
FINANCIAL INSTRUMENTS (continued)
Fair value of the Group’s financial liabilities that AEBRBELEHEER NFES
are measured at fair value on a recurring basis ENEREENATE(E)

(continued)

Fair value as at Fair value Valuation technique(s)

Financial liabilities 30 June 2016 hierarchy and key input(s)
R-ZE—REXA=1+H

Ea=h=Ri WATE ATEER FETEREERAE

Convertible notes Liabilities, Level 2 Binomial Model

RMB139,078,000 The key inputs are set out in

note 14

QES e =R EZR ZIEAER

AR#139,078,0007T FEHAEHNMHIT14

Warrants Liabilities, Level 2 Binomial Model

RMB6,883,000 The key inputs are set out in

note 14

R EE A& F-M ZIEAER

AR #6,883,0007T FEHAEHNHIT14

Provision for Contingent Liabilities, Level 3 Binomial Model

Consideration (Note) RMB700,231,000 The key inputs are set out in

note 15

AN REBR A (FEE) =R BE=R ZIEAER

AR#700,231,0007T FEHAEHMIEE15

Note: Refer to note 15 for the fair value reconciliation of Provision for Contingent Consideration for the Period.

Mzt BRAAHMEAIARERBzATENR F2HME15-

There were no transfers between all levels for the Period RABEERBE_ZT—HAF+=A
and year ended 31 December 2015. =+ —HILFE SR EWmEE -
The Directors consider that the carrying amounts of EERA NEPEEVBEHRRER
financial assets and financial liabilities recognised in the WeREERSRABENRAERE
condensed consolidated financial statements approximate NHEMEE -

their fair values.

Fair value hierarchy NFHEER
As at 30 June 2016 R-ZE—XREXA=1+H
Level 1 Level 2 Level 3 Total
F—% FR E=R i
RMB’000 RMB’000 RMB’000 RMB’000

ARBTT ARBTT AR®TF T AR®T T

Convertible Notes IR &5 - 139,078 - 139,078
Warrants R REE - 6,883 - 6,883
Provision for AR EREE

Contingent

Consideration - - 700,231 700,231

HIERE —2—AEHHEE
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For the six months ended 30 June 2016 EZ - ZE—NFNA=+HILNEHAH

18. FAIR VALUE MEASUREMENTS OF
FINANCIAL INSTRUMENTS (continued)

18. ®MITENAFEFTESE)

Fair value hierarchy NEEER
As at 31 December 2015 AZE—RFE+-_A=+—H
Level 1 Level 2 Level 3 Total
E— B B=4 Bxa
RMB’000 RMB'000 RMB'000 RMB’000
AREEFIT ARETIT AREFIT AREF T
Convertible Notes EIp S - 91,717 - 91,717
Warrants R - 21,590 - 21,590
Provision for R BEAN
contingent
consideration - - 1,029,203 1,029,203
19. OPERATING LEASE ARRANGEMENTS 19. KEBENLH

The Group leases a production plant and office premises
under operating lease arrangements. Leases for these
properties are negotiated for terms of two to five years.

At the end of the reporting period, the Group had total
future minimum lease payments under non-cancellable
operating leases falling due as follows:

NEBREBELEHOLTHBAELEER
ERRAE -ZEMENHBLERE
EB_ERF-

REBYPR  AEBRBE T AT HEL
ERAR 5 B EE R AR R RIEE
SN FRERNT

30 June 31 December
2016 2015
—E—-REF —E-T4
ANA=+H +—A=+—H

RMB’000 RMB’'000

AR®T T ARBTTT

(unaudited) (audited)

(RBER) (f&&=%)

Within one year —FNR 503 406
In the second to fifth years, inclusive F_ERF(BEEEMSE) 1,130 617
1,633 1,023
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AR S M |RMEE

For the six months ended 30 June 2016 &EZ - ZE— NFNA=1+HI-NEA

20. COMMITMENTS

In addition to the operating lease commitments
detailed in note 19 above, the Group had the following
commitments at the end of the reporting period:

20. A&
B b ST 251 OB S i ) 48 A4 FR 40 R 1R
o A E B 2 R I TAGE

30 June 31 December
2016 2015
—EF-R"% T IF
A~A=+HA +tZ—A=+—H
RMB’000 RMB’000
ARET AR®EFTT
(unaudited) (audited)
(REBEXR) (fe2&%)
Contracted for capital commitment in BERKBARKRER
respect of investment in a subsidiary ST HVE AR R 170,671 128,171
Contracted for commitments in respect of: HRILA ~IE B 85T £IH&IE ¢
- advertising and consultancy services — B & MR - 37
— property, plant and equipment —E BB MR 215 281
- research and development contract —REEH 120 410
335 728
BERY —T-AEHHRE
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BEHEE M RRMEE

For the six months ended 30 June 2016 EZ - ZE—NFNA=+HILNEHAH

21. RELATED PARTY TRANSACTIONS 21. BEAEXRS
Compensation of key management personnel of the AEEFEFTEABNMEHT -

Group is as follows:

Six months ended 30 June

BENA=THILLAEA

2016 2015
ZE—REF —ET—RF
RMB’000 RMB’000

AR®T T ARETIT
(unaudited) (unaudited)
(RIEER) (REEEZ)

Fees e - -
Other emoluments: HE -
Salaries, allowances and benefits in kind  #& 2B R EWH 981 1,066
Contributions to retirement benefits IRRERET S
schemes 15 17
996 1,083
22. APPROVAL OF THE CONDENSED 22. SSER4R S P EIEI R ET 2 HEE
CONSOLIDATED INTERIM FINANCIAL
STATEMENTS
The condensed consolidated interim financial statements SRR R B RERN T — R F
were approved and authorised for issue by the Board on NAZHRARESTSHAERKESR
26 August 2016. i o
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