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Management Discussion and Analysis

BEEENWR D

BUSINESS OVERVIEW

During the period under review, China Healthcare Enterprise Group Limited
(the “Company”) and its subsidiaries (collectively, the “Group”) focused on
building a solid foundation for both the electronic manufacturing services
(“EMS”) and marketing and distribution of communications products
(“Distribution of Communications Products”) segments. The Group also
explores suitable opportunities in the medical and healthcare industry in
order to pave the way for medium-to-long term growth. Another reporting
segment, the Securities and Other Assets Investment, was set up last year to
facilitate the Group to carry out effective financial management function.

For the six months ended 30 June 2017 (“Period”), the Group recorded a
total revenue of approximately HK$335.0 million (2016: HK$409.8 million).
Gross profit amounted to HK$77.4 million (2016: HK$83.9 million), while loss
attributable to owners of the Company was HK$88.2 million (2016: HK$18.5
million).

The Group was in a sound financial position with a healthy cash flow during
the Period, with bank and cash balances of HK$289.8 million (2016:
HK$208.3 million).

Review of Operations

The EMS and Distribution of Communications Products

With the external economic environment remaining weak and clients
undergoing consolidation leading to declining sales orders, revenue from the
EMS and Distribution of Communications Products was HK$299.7 million
(2016: HK$368.5 million) and HK$34.8 million (2016: HK$41.3 million)
respectively.

Securities and Other Assets Investment

The purpose of setting up the Securities and Other Assets Investment
segment is to meet the Group’s growth ambition of tapping the healthcare
and medical industry through more effectively utilising financial resources.
The revenue from this segment amounting to approximately HK$0.5 million
was modest as it is still only at the development stage. During the Period, the
Group sold certain subsidiaries at a consideration of HK$25.0 million.

The Group continues to strive to invest in the future and will make strategic
investments and collaborate with companies and authorities in the People’s
Republic of China (“PRC”) in order to explore and identify suitable targets in
the medical and healthcare industry so as to broaden its revenue streams.
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Management Discussion and Analysis

BERBNWR DM

Geographical Analysis

Revenue contributions from the major European countries (the United
Kingdom, Switzerland, Poland, Russia and France) totalled HK$117.4 million
(2016: HK$168.6 million), and accounted for 35.0% of the Group’s total
revenue for the six months ended 30 June 2017 (2016: 41.1%). The United
States (“US”) market contributed HK$73.5 million (2016: HK$92.0 million) in
revenue, and accounted for 21.9% of total revenue (2016: 22.4%). The PRC
(mainly Hong Kong) and other countries accounted for HK$44.0 million and
HK$100.1 million respectively (2016: HK$43.2 million and HK$106.0 million
respectively).

FINANCIAL HIGHLIGHTS

Revenue

For the period ended 30 June 2017, the Group recorded total revenue of
HK$335.0 million (2016: HK$409.8 million).

Cost of sales
Cost of sales decreased by 20.9% from HK$325.8 million in 2016 to
HK$257.7 million in 2017 corresponded to the level of revenue of the Period.

Gross Profit

Gross profit decreased by 8.0% from HK$84.0 million in 2016 to HK$77.3
million in 2017, while the gross profit margin slightly increased from 20.5% in
2016 to 23.1% in 2017 resulting mainly from the improvement of rate of
goods returned and increasing income from EMS project development.

Other income

Other income decreased by HK$10.7 million to HK$6.4 million for the current
period (2016: HK$17.1 million). The major component of the other income is
represented by gain on disposal of subsidiaries of HK$4.4 million.

Selling and distribution expenses

Selling and distribution expenses of HK$22.6 million (2016: HK$24.3 million)
accounted for approximately 6.8% in 2017 and 5.9% in 2016 of the Group’s
revenue respectively. The decrease is mainly caused by the reduction in staff
cost of HK$3.3 million offset by the increase in promotion expenses of
HK$1.3 million.
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Management Discussion and Analysis

BEEENWR D

Administration expenses

Administration expenses of HK$61.7 million (2016: HK$56.9 million)
accounted for approximately 18.4% in 2017 and 13.9% in 2016 of the
Group’s revenue respectively. Increase is mainly contributed by the surge in
staff costs of approximately HK$11.6 million offset by the decrease in
consultancy fee of HK$6.6 million.

Other operating expenses

Other operating expenses increased by HK$40.3 million from HK$33.5
million in 2016 to HK$73.8 million in 2017. The increase was mainly resulted
from the emerged loss on disposal of subsidiaries of HK$14.7 million and
impairment loss on available-for-sale financial assets of HK$28.1 million.

Finance costs

The Group’s finance costs is HK$10.8 million in 2017 and HK$1.8 million in
2016, represented approximately 3.2% and 0.4% of the revenue in 2017 and
2016 respectively. The increase in finance costs is mainly attributable to the
imputed interest incurred for the amortisation of non-interest bearing loans
from a substantial shareholder, amounting to HK$10.3 million.

Income tax expense

The Group’s income tax expense represents amounts of income tax paid by
the Group, at the applicable tax rates in accordance with the relevant laws
and regulations in Hong Kong, the PRC, US and Japan. The Group had no
tax payable in other jurisdictions during the periods ended 30 June 2017 and
2016.

The Group’s effective income tax rates for the periods ended 30 June 2017
and 2016, was approximately -5.0% and -31.2%, respectively.

Loss for the period attributable to owners of the Company
The loss attributable to owners of the Company was HK$88.2 million for the
period ended 30 June 2017 (2016: HK$18.5 million). The Group’s net loss
margin attributable to owners of the Company for the period ended 30 June
2017 was -26.3% (2016: -4.5%).

Loss for the period attributable to non-controlling interests
The loss attributable to non-controlling interests amounted to HK$1.2 million
for the period ended 30 June 2017 (2016: HK$1.8 million). The loss was
primarily resulted from its operations.
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Management Discussion and Analysis

BB N DA

LIQUIDITY AND FINANCIAL RESOURCES
The Group generally finances its operations and capital expenditure by
internally generated cashflows and borrowings.

The Group’s current ratio remains in a healthy position at 2.22 times (2016:
2.21 times). As at 30 June 2017, the bank and cash balances amounted to
HK$289.8 million, representing an increase of HK$81.5 million from 2016.
During the six months ended 30 June 2017, HK$56.6 million was used in the
operating activities, HK$201.2 million was generated from investing activities
and HK$61.9 million was used in financing activities. Net cash inflow from
investing activities was mainly arising from the refund of deposit for the
proposed acquisition of a target group of HK$140.0 million, net proceeds
from the disposal of available-for-sale financial assets of HK$63.8 million and
financial assets at fair value through profit or loss of HK$51.1 million, offset
by the purchase of financial assets at fair value through profit or loss of
HK$58.8 million. Net cash outflow from financing activities was mainly due to
the full repayment of non-interest bearing loans from a substantial
shareholder amounting to HK$70.0 million and interest bearing loans from an
independent third party of HK$20.0 million, whilst it was offset by the
borrowing raised from another independent third party of HK$20.0 million
and also the net borrowings raised from a related company of HK$8.1 million
during the Period.

As at 30 June 2017, the carrying amounts of the interest-bearing loan from
an independent third party and non-interest bearing loan from a related
company amounted to HK$20.0 million and HK$8.1 million, respectively.

CAPITAL STRUCTURE
As at 30 June 2017, the total number of issued shares of the Company is
4,955,311,400 shares with a nominal value of HK$0.001 each.
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Management Discussion and Analysis

BEEE R DA

EXCHANGE RISK EXPOSURE

The Group has transactional currency exposures. Such exposures arise from
the business operations in the PRC and Hong Kong denominated in
Renminbi (“RMB”) and US dollars respectively. As at 30 June 2017, the
Group had minimal exposure to foreign currency risk as most of its business
transactions, assets and liabilities were principally denominated in the
respective functional currencies, i.e. RMB and US dollars, used by the
respective group entities, or in US dollars for the respective group entities
with HK dollars being the functional currency. As HK dollars is pegged to US
dollars, the Group considers the risk of movements in exchange rates
between HK dollars and US dollars to be insignificant for transactions
denominated in US dollars. The RMB is not freely convertible into other
foreign currencies and conversion of the RMB into foreign currencies is
subject to rules and regulations of foreign exchange control promulgated by
the PRC government. As at 30 June 2017, the Group does not have a
foreign currency hedging policy in respect of its foreign currency assets and
liabilities. The Group had no investment in any financial derivatives, foreign
exchange contracts, interest or currency swaps, hedging or other financial
arrangements for hedging purposes to reduce any currency risk nor made
any over-the-counter contingent forward transactions. The Group will closely
monitor its foreign currency exposure and will consider using hedging
instruments in respect of significant foreign currency exposure as and when
appropriate.

CAPITAL EXPENDITURE AND COMMITMENTS

Capital expenditure for the period ended 30 June 2017 amounted to HK$3.2
million and the capital commitments as at 30 June 2017 amounted to
approximately HK$1.3 million. Both the capital expenditure and capital
commitments were mainly related to the acquisition of plant and machinery
and leasehold improvements to cope with the requirement of the EMS
operation.

CONTINGENT LIABILITIES

As at 30 June 2017, the Group had an outstanding guarantee (the
“Guarantee”) to one of the suppliers of an overseas subsidiary (“Disposed
Subsidiary”), which was disposed of under the disposal agreement (as
supplemented on 7 August 2015) pursuant to which the Company agreed to
sell the equity interest of a group of subsidiaries and associates to Dragon
Fortune International Limited, for payment in relation to a sum of USD2.6
million (equivalent to approximately HK$20.3 million) representing a trade
balance under dispute between the Disposed Subsidiary and the supplier.
The Disposed Subsidiary had issued counter guarantee to the Company to
indemnify the Company for any loss in relation to the Guarantee. Apart from
the above, the Group and Company did not have any significant contingent
liabilities.
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Management Discussion and Analysis

BB N DA

PLEDGE OF ASSETS

As at 30 June 2017 (2016: Nil), certain shares of subsidiaries have been
pledged to an independent third party to secure a loan facility available to the
Group.

SIGNIFICANT INVESTMENTS

As at 30 June 2017, the Group was holding listed equity investments at a fair
value of approximately HK$30.0 million, which were classified as available-
for-sale financial assets of the Group. Due to the downward movements of
the share prices, impairment losses in respect of such investments of
approximately HK$28.1 million was recorded in profit or loss, which was
reclassified from other comprehensive income during the six months ended
30 June 2017.

During the period under review, there was no other material acquisition,
disposal or investment by the Group that should be notified to the
shareholders of the Company.

HUMAN RESOURCES

As at 30 June 2017, the Group had approximately 1,700 employees in
various operating units in Hong Kong, US, and the PRC. In order to attract
and retain high quality talents to ensure smooth operation and cater for the
Group’s constant expansion, it offers competitive remuneration packages,
with reference to market conditions and individual qualifications and
experience.

There is no outstanding share option as at 30 June 2017 and 31 December
2016. In addition, no share option was granted, cancelled or lapsed during
the six months ended 30 June 2017.
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Management Discussion and Analysis

BEBNWR DM

PROSPECTS

Looking ahead, the management is cautiously optimistic about the Group’s
development prospects. The Group intends to keep strengthening the pillars
of its EMS and Distribution of Communications Products businesses while
exploring new revenue streams in the medical and healthcare industry.

In the EMS and Distribution of Communications Products businesses, apart
from addressing the needs of existing renowned consumer electronic brand
clients, the Group will actively pursue opportunities to step up expansion by
strengthening its marketing team and dedicating more efforts to reach more
potential new customers. The Group will also direct its focus on products
with rigid demand and with a higher profit margin and at the same time will
exercise prudence in financial management to effectively control production
costs. These moves will facilitate the EMS and Distribution of
Communications Products businesses to increase market share and boost
sales.

The healthcare industry is undergoing consolidation. However, the reforms
and policies implemented by the PRC government including the Two-invoice
system and Zero-markup policy should promote the positive development of
the medical and healthcare industry in a long run. In addition, with the
growing need of healthcare support in the PRC driven by an aging
population, rising disposable incomes and expanding government insurance
coverage, the management sees opportunities in the upstream and mid-
stream segments of the sector. Thus the Group believes that there will be a
period of remarkable development in the medical and healthcare industry.

In addition, the Company entered into an agreement with Anhui Huayuan
Pharmaceutical Company Limited to acquire 51% of the entire issued share
capital of Anhui Huayuan Guoyi Medical Investment Management Limited.
The acquisition represents a good opportunity for the Group to expand into
the medical and healthcare industry and to broaden its income base.

The Company will continue to explore and evaluate other investment and
business opportunities that may arise in the market from time to time that it
considers would enhance its value to shareholders and otherwise be in the
best interest of itself and its subsidiaries.
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Corporate Governance and Other Information

TEELREMER

CORPORATE GOVERNANCE

The board of directors (the “Directors”) (the “Board”) are of the opinion that
the Company has complied with the code provisions set out in the Corporate
Governance Code (the “Code”) under Appendix 14 of the Rules Governing
the Listing of Securities (the “Listing Rules”) on the Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) throughout the six months ended 30
June 2017, except for the deviation from code provision A.2.1 of the Code
as described below.

Code Provision A.2.1

Under code provision A.2.1 of the Code, the roles of chairman and chief
executive officer should be separated and should not be performed by the
same individual. The Company does not have any officer with the title of
“chief executive officer” and this is deviated from the code provision A.2.1 of
the Code.

Mr. Gong Shaoxiang, who acts as the Chairman and an executive Director of
the Company since 4 November 2015, is also responsible for overseeing the
general operations of the Group. The Board will meet regularly to consider
major matters affecting the operations of the Group. The Board considers
that this structure will not impair the balance of power and authority between
the Board and the management of the Group. The roles of the respective
executive directors and senior management, who are in charge of different
functions complement the role of the chairman and chief executive officer.
The Board believes that this structure is conducive to strong and consistent
leadership enabling the Group to operate efficiently.

The Company understands the importance to comply with the code
provision A.2.1 and will continue to consider the feasibility to comply with the
said code provision. If compliance with the said provision is determined,
appropriate persons will be nominated to assume the different roles of
chairman and chief executive officer.
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Corporate Governance and Other Information

SREAR IR

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers as set out in Appendix 10 of the Listing Rules (the
“Model Code”) as the required standard for securities transactions by
Directors. The Company has made specific enquiries of all Directors and all
Directors confirmed that they have complied with the required standards set
out in the Model Code and its code of conduct regarding Directors’ securities
transactions throughout the six months ended 30 June 2017 and up to the
date of this interim report.

AUDIT COMMITTEE AND REVIEW OF INTERIM RESULTS
The audit committee of the Board (“Audit Committee”) currently has three
members comprising Mr. Wong Chun Hung (Chairman), Mr. Bao Jingiao and
Mr. Leung Pok Man, all being independent non-executive Directors. The
composition and members of the Audit Committee complies with the
requirements under Rules 3.21 of the Listing Rules.

The primary duties of the Audit Committee are mainly to review and supervise
the financial reporting process and internal control system of the Group. A
copy of the written terms of reference which describes the authority and
duties of the Audit Committee has been posted to the Company’s website
and the Hong Kong Exchanges and Clearing Limited’s website.

The Audit Committee held one meeting during the reporting period. The
Audit Committee of the Company has reviewed jointly with the management
of the Company the accounting principles and practices adopted by the
Group and discussed the auditing, internal control and financial reporting
matters.

On 24 August 2017, the Audit Committee met to review the unaudited Group
financial statements for the reporting period in conjunction with the
Company’s external auditor and senior management before recommending
them to the Board for consideration and approval. The Audit Committee was
of the opinion that the preparation of such results complied with the
applicable accounting standards and requirements and that adequate
disclosures have been made.
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OTHER INFORMATION

Interim Dividend

The Board does not recommend the payment of interim dividend for the
Period.

Purchase, Sale or Redemption of Listed Shares

Neither the Company nor any of its subsidiaries has purchased, sold or
redeemed any of the Company’s listed securities during the six months
ended 30 June 2017.

Share Option Scheme

As to attract and retain the eligible persons, to provide additional incentive to
them and to promote the success of the business of the Group, the
Company conditionally adopted a share option scheme (the “Scheme”) on
31 December 2010 whereby the Board are authorised, at their absolute
discretion and subject to the terms of the Scheme, to grant options to
subscribe for the shares of the Company (the “Shares”) to, inter alia, any
employees (full-time or part-time), Directors, consultants, advisers,
distributors, contractors, suppliers, agents, customers, business partners or
service providers of the Group. The Scheme shall be valid and effective for a
period of ten years commencing from the date on which the Scheme was
adopted, subject to the early termination provisions contained in the
Scheme.

An offer for the grant of options must be accepted within seven days
inclusive of the day on which such offer was made. The amount payable by
the grantee of an option to the Company on acceptance of the offer for the
grant of an option is HK$1.00. The subscription price of a Share in respect of
any particular option granted under the Scheme shall be a price solely
determined by the Board and notified to a participant and shall be at least
the highest of: (i) the closing price of the Shares as stated in the Stock
Exchange’s daily quotations sheet on the date of grant of the option; (i) the
average of the closing prices of the Shares as stated in the Stock Exchange’s
daily quotations sheets for the 5 trading days immediately preceding the date
of grant of the option; and (i) the nominal value of a Share on the date of
grant of the option provided always that for the purpose of calculating the
subscription price, where the Company has been listed on the Stock
Exchange for less than 5 trading days, the issue price shall be used as the
closing price for any trading day fall within the period before the Listing Date.

H A&
RHIR S
BEEGY FRBAREDAAZ PRS-

BE - HERBER LHRO
ARAREEAMBRTRBE-B—+EX A
=HAEABEALEBE - L ELWEAR AT
% -

BT E

RESI RBREEERAL  MRFRHEEINER
NEHBAEBELESE - ARRER-ZE—F
FtZRA=t—BAGFERNBREE (5
gl Bt EFSEREEZENBREAIN
fiesx - A (R 81 AR EEAES (2RISR
B) Ex BB SBHER 2EB 28
o HER - R BP  BEBHIRBHE
BRLBARE - URBARXRRM, ([R5 1) - 5
SRR AT 8 B R T ERFERER -
A RIERT SIFTE 2 R ERATAR LE ©

BHBRENEZARELAEEZARRN(BE
B R)RFERRER - AR ARERR BB
BEZRARBRERANRRM1.008TT -
SUAR IR AT 81 h e E A E B IR R I 0SB R8
B SrrmEFeETam2EE  B1F
ERTIREE ()RR BEER L B BER
R A RERMBOBDE @) ROV EEE
PRHER H B AT R AR S B A AT R REX
Py e ) P S W T (B R (i) e 43 0 S AR 5 1k
HIMmEE - T ERBEMS - WAR AR
Rz EHIEAPRAER S B - BITEREEF
ETHBATSEEARZAZKHE -

2017FHHIHE FEERREREEARAR

13



Corporate Governance and Other Information

TEEAR

Rk HER

The Company shall be entitled to issue options, provided that the total
number of shares which may be issued upon exercise of all options to be
granted under the Scheme does not exceed 10% of the shares in issue from
the Listing Date. The Company may at any time refresh such limit, subject to
the shareholders’ approval and issue of a circular in compliance with the
Listing Rules, provided that the total number of shares which may be issued
upon exercise of all outstanding options granted and yet to be exercised
under all the share option schemes of the Company does not exceed 30% of
the shares in issue at the time. An option may be exercised in accordance
with the terms of the Scheme at any time during a period as the Board may
determine which shall not exceed ten years from the date of grant subject to
the provisions of early termination thereof.

There is no outstanding share option as at 30 June 2017 and 31 December
2016. In addition, no share option was granted, cancelled or lapsed during
the six months ended 30 June 2017.

Interests and Short Positions of the Directors and Chief
Executives in Shares, Underlying Shares and Debentures
of the Company and Its Associated Corporations

As at 30 June 2017, no interests or short positions in the shares, underlying
shares and debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the Securities and Futures Ordinance
(“SFO”)) were held by the Directors and chief executives of the Company
which are 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 which were taken or deemed to have under such provisions
of the SFO); (ii) pursuant to section 352 of the part XV of the SFO, to be
entered in the register referred to therein; or (iii) pursuant to the Model Code
for Securities Transactions by Directors of the Company contained in the
Listing Rules to be notified to the Company and the Stock Exchange.
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INTEREST AND/OR SHORT POSITIONS OF

SUBSTANTIAL SHAREHOLDERS OF THE COMPANY IN

THE SHARES AND UNDERLYING SHARES

As at 30 June 2017, the register of substantial shareholders maintained by
the Company pursuant to Section 336 of Part XV of the SFO shows the
following shareholders had notified the Company of relevant interests, being

5% or more of the issued share capital of the Company.
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RZF—tFRA=1H RERBEEFLHAEK
PIEXVEPE B HRARNAAFEZ T ERRE
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Percentage of
issued Share

Number of Long or Capital of the
Name Capacity shares held short position Company
R NEITEE- £
£ &4 FiEROHE HFREIXA & N=g g
Power Port Holdings Limited Beneficial Owner 1,516,340,000  Long 30.6%
(“Power Port”) (Note 1) EmEBA [S=)
Power Port Holdings Limited
(TPower Port ) (Btat 1)
Mr. Yang Zhihui (“Mr. Yang”) Held by controlled 1,5616,340,000 Long 30.6%
(Note 1) corporation [S=)
MEBRA (MNEED (M) B EHEERE
Ms. Xu Ning (“Ms. Xu”) (Note 2) Interest of spouse 1,5616,340,000 Long 30.6%
Tt (Rt (Mat2) foiBHEs e
China Huarong International Held by controlled 1,457,000,000  Long 29.4%
Holdings Limited (“China Huarong”) corporation FE
(Note 3, 4) X EHEERE
HP B 2 gt B R R AR B PR A
(MEEER ) (773 - 4)
Empire Group Global Limited Beneficial Owner 718,600,000 Long 14.5%
(“Empire Group”) (Note 3) EmEA A e
Empire Group Global Limited
([ Empire Groupl) (A1z%£3)
Partners Special Investments Fund Beneficial Owner 738,400,000 Long 14.9%
SP2 (“SP2”) (Note 4, 5) BEREBA "R

Partners Special Investments Fund
SP2 ([SP2])(Kizt4 - 5)
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Percentage of
issued Share

Number of Long or Capital of the
Name Capacity shares held short position Company
AR ARBET
£ 54 FEROEE HRIKRE & N=
Azaleas Investment Holding Limited Held by controlled 738,400,000 Long 14.9%
(“Azaleas”) (Note 4) corporation [ S=Y
Azaleas Investment Holding Limited BRXIEGEERE
([Azaleas ) (Ftzt 4)
PH Investment Management Limited Investment manager 738,400,000 Long 14.9%
(“PH Investment”) (Note 5) A K e
PH Investment Management Limited
([PH Investment )) (A% 5)
Bullion Riches Limited Investment manager 738,400,000 Long 14.9%
(“Bullion Riches”) (Note 5) HEEE Sy
Bullion Riches Limited
(['Bullion Riches ) (K1z#5)
Partners Financial Holdings Limited Investment manager 738,400,000 Long 14.9%
(“Partners Financial”) (Note 5) WELIE HE
BREEERERAA(TEREE])
(HfeEs)
Bright Hope Global Investments Limited  Investment manager 738,400,000 Long 14.9%
(“Bright Hope”) (Note 5) 2B KR e
Bright Hope Global Investments Limited
(['Bright Hope J) (F17%5)
Winnex International Investments Investment manager 738,400,000  Long 14.9%
Limited (“Winnex”) (Note 5) AL "E
HIEBBRRERR AR ([KIE])
(HtaE5)
Zhang Yi (Note 5) Investment manager 738,400,000 Long 14.9%
SR (H17T5) RERKIE HE
Cheng Kin Ming (Note 5) Investment manager 738,400,000  Long 14.9%
Efs2 8 (f17E5) REKE "R
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Notes:

1. 1,516,340,000 ordinary shares are held by Power Port, a company incorporated in the
British Virgin Islands whose entire issued share capital is held by Mr. Yang.

2. Ms. Xu is the spouse of Mr. Yang. Under the SFO, Ms. Xu is deemed to be interested in the
same number of Shares in which Mr. Yang is interested.

3. 718,600,000 ordinary shares are held by Empire Group, a company incorporated in the
British Virgin Islands whose entire issued share capital is held by China Huarong.

4. 738,400,000 ordinary shares are held by SP2, a company incorporated in the British Virgin
Islands whose entire issued share capital is held by Azaleas, which in turn is wholly
controlled by China Huarong.

5. PH Investment is the investment manager of SP2 and is therefore deemed to be interested
in the shares owned by SP2 under the SFO. PH Investment is wholly controlled by Bullion
Riches, which in turn is wholly controlled by Partners Financial. Partners Financial is held by
Winnex and Bright Hope with 50% and 44% interest, respectively. Winnex is wholly
controlled by Cheng Kin Ming whereas Bright Hope is wholly controlled by Zhang Yi.

Changes in Information of Directors

Mr. Lee Chi Hwa Joshua was appointed as an independent non-executive
director, member of audit committee and remuneration committee of Fujian
Nuogi Co., Ltd. (Stock code: 1353) on 21 April 2017 and resigned as an
independent non-executive director, the chairman of both audit committee
and nomination committee, and a member of remuneration committee of Jin
Bao Bao Holdings Limited (Stock code: 1239) on 11 August 2017, both are
listed public companies on the Main Board of the Stock Exchange.

Saved as disclosed above, during the period under review and up to the date
of this report, there is no other change in information of Directors required to
be disclosed pursuant to Rule 13.51B(1) of the Listing Rules.

Competing Interests

During the six months ended 30 June 2017, none of the Directors or
controlling shareholders of the Company nor their respective associates is
considered to have interests in a business that competes or is likely to
compete, either directly or indirectly, with the businesses of the Group other
than those businesses where the Directors have been appointed or were
appointed as directors to represent the interests of the Company.

izt -

1. 1,516,340,000 % & A% B Power Port #74 © 2 A7 A
REBELHSEMALZARAR - H2HPEHT
R&1 P £ o

2. AL RIMEEZES - REEHFRBEMED - 1Rz
ITHEARPEEHERRZHRBE RN T HERE

5o

3. 718,600,000 % & 3/ % f1 Empire Group 6B * 2817
EBELHESEMA  EE2MEHITHRANHTEE
A -

4. 738,400,000 L @A ISP B » XA RN EBERL
HEFMMKY - 232 #1TIRANH Azaleas 58 ©
Azaleas B P EER 2 E RG] -

5. PH Investment £ SP2 2 1% & 4¢ 18 - (IR IR 7 % I 43
EEPIHBEANSP2EBE ZRD P HEE LR - PH
Investment f Bullion Riches & & #2| » T Bullion Riches
AR HEELRG - AL H 5 BB KIS K Bright
Hope 55 50% & 44% 1z © sk Ia R A2 B -
i Bright Hope i 3R 55 2 & 122 i -

EEEREY

FREAEN _T—LFOA -+ BEREER
FRMHAR DB (BRI - 1353) RERBIL
FRTES  ERZBEGLFHFMEZEEKE - I
ER-ZT—tF A+ HEESEEZRAR
DA (B HSE - 1239) B FFATTES - B
ZEGLRAZEEIFEUANTMEEGKE -
BEETRNDAERAR RS EEERERARH
RBRZFERETARA]

BREXHHEEN  REBEHREEEEARARE A
B ERMEEESEHNENERELETR
BIZE13.51B() & T LAREEE -

ey i
REE_Z—+FEXA=1THILAER @ HEE
ERADNRIERBESFESEZHEARER A
P B 7N 52 ) S 7K 5 ok T R B A Bk T RE R AR B
EB (EERZIAYEZTAESURER
NAER 2 EBHRIN P A -

2017FHHIRE EERREXSEARRAR

17



Independent Review Report
By ERRE

INDEPENDENT REVIEW REPORT TO THE BOARD OF DIRECTORS OF
CHINA HEALTHCARE ENTERPRISE GROUP LIMITED
(Incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the interim financial information set out on pages 20 to 51
which comprises the condensed consolidated statement of financial position
of the Company as at 30 June 2017 and the related condensed consolidated
statement of profit or loss, condensed consolidated statement of profit or
loss and other comprehensive income, condensed consolidated statement
of changes in equity and condensed consolidated statement of cash flows
for the six-month period then ended, and a summary of significant
accounting policies and other explanatory notes. The Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited require
the preparation of a report on interim financial information to be in
compliance with the relevant provisions thereof and Hong Kong Accounting
Standard 34 “Interim Financial Reporting” (“HKAS 34”) issued by the Hong
Kong Institute of Certified Public Accountants (the “HKICPA”). The directors
are responsible for the preparation and presentation of this interim financial
information in accordance with HKAS 34. Our responsibility is to express a
conclusion on this interim financial information based on our review and to
report our conclusion solely to you, as a body, in accordance with our
agreed terms of engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the contents
of this report.

SCOPE OF REVIEW

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

CONCLUSION

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

RSM Hong Kong

Certified Public Accountants
Hong Kong

24 August 2017
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Condensed Consolidated Statement of Profit or Loss

FAGEREaR

For the six months ended 30 June 2017 BE —Z—+tF/NA=+HI/XEA

Six months ended 30 June

BEAA=THLAER

2017 2016
—E—+F —E—RF
Note HK$’000 HK$’'000
Hax FHET FHIT
(unaudited) (unaudited)
(REER) (Rig#EZ)
Revenue '@N 4 335,046 409,766
Cost of sales SHE A (257,676) (325,838)
Gross profit EF 77,370 83,928
Other income HA A 5 6,385 17,109
Selling and distribution expenses HE R DAY (22,628) (24,326)
Administrative expenses THER (61,725) (66,929)
Other operating expenses HgE B8R (73,794) (33,459)
Loss from operations BEEE (74,392) (13,677)
Finance costs & A 6 (10,799) (1,818)
Loss before tax BRELAIE B (85,191) (15,495)
Income tax expense FTS i X 7 (4,253) (4,835)
Loss for the period HREE 8 (89,444) (20,330)
Attributable to: AT & 75 e
Owners of the Company ViN/NEIE Z =N (88,228) (18,531)
Non-controlling interests IR 7S (1,216) (1,799)
(89,444) (20,330)
Loss per share BREER
Basic (cents per share) AR (FRB) 10 (1.780) (0.374)
Diluted (cents per share) g ("B N/A REA N/A i
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Condensed Consolidated Statement of Profit or Loss and
Other Comprehensive Income

FAGeEER A2 EHIER

For the six months ended 30 June 2017 B E —Z—+tF/NA=+HI/XEA

Six months ended 30 June
BEZEAA=1+RHILAMEA

2017 2016
—E—tF —TREF
HK$’000 HK$’'000
FET FET
(unaudited) (unaudited)
(REER) (REEERZ)
Loss for the period HAEE (89,444) (20,330)
Other comprehensive income for the period, HAEM42EkE  NBHE
net of tax
Item that will be reclassified to profit or loss: BESEEERAEE -
Exchange differences on translating foreign operations A EGINEFE 2 FE H =58 147 (331)
Exchange difference reclassified to profit or loss on HEBINEBHREN D HEEER
disposal of foreign operations 2T ERR (73) -
Fair value change of available-for-sale financial assets AfHEeRMEEC A TEES (36,411) 34,145
Reclassification adjustment for loss recognised MAHHEsMEERR ZESR
in respect of available-for-sale financial assets ZEFDERAE
— Loss on disposal — HEEE 16,341 -
— Impairment loss — REEE 28,127 -
8,131 33,814
Total comprehensive income for the period HREzEKFAE (81,313) 13,484
Attributable to: AT & 5 FEML -
Owners of the Company RATEB A (80,097) 15,283
Non-controlling interests FEERR (1,216) (1,799)
(81,313) 13,484
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Condensed Consolidated Statement of Financial Position

AR S M IR =

As at 30 June 2017 R=—ZE—+F,xA=+H

30 June 31 December
2017 2016
—E—tF AN
ANA=+H +ZA=+—8H
Note HK$’000 HK$'000
BfaF FHET FHIT
(unaudited) (audited)
(REER) (e &#Ez)
ASSETS BE
Non-current assets kRBEE
Property, plant and equipment ME - WEKREE 11 56,712 60,900
Prepaid lease payments A ERIE 2,250 2,432
Deferred tax assets RIETRIRE = 5,466 5,827
Total non-current assets IRBEELE 64,428 69,159
Current assets REEE
Inventories TE 88,502 100,865
Trade receivables FEWE SR 12 119,612 117,442
Receivables for factoring business FERBUBER 2 BUEIA = 14,551
Prepayments, deposits and other receivables  JB 3B - 124 MK H b fE Yz 18 13 67,550 154,883
Available-for-sale financial assets At EERERE 14 29,976 130,224
Financial assets at fair value through RATFEFAEZNEREE
profit or loss 15 7,954 -
Current tax assets BERRS 18 & = 2,494 4,867
Bank and cash balances RITRIRS R 16 289,778 208,293
Total current assets RBEERE 605,866 731,125
TOTAL ASSETS BEHAE 670,294 800,284
EQUITY AND LIABILITIES EERkAE
Equity attributable to owners of the Company  ZANA BB A (L HERS
Share capital B 19 4,955 4,955
Reserves s 389,795 469,892
394,750 474,847
Non-controlling interests IR AR R 2 (2,322) (11,210)
Total equity EREE 392,428 463,637
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Condensed Consolidated Statement of Financial Position

AR S M IR &

As at 30 June 2017 R=—ZE—+F,xA=+H

30 June 31 December

2017 2016
—E—+tF —E—RF
ANA=+H +ZA=+—8H
Note HK$’000 HK$'000
BfaF FET FET
(unaudited) (audited)
(REBER) (EHZ)
LIABILITIES =N
Non-current liabilities kRBERE
License rights payable Le s N 1,313 2,095
Deferred tax liabilities ELERIBA R 3,760 3,763
Total non-current liabilities FRBEBEE 5,073 5,858
Current liabilities REBEE
Trade payables ERB SRR 17 70,141 81,452
Accruals and other payables TEIRE A M E MR IR 161,745 159,072
Amount due to a joint venture R —fEa & ENIE = 67
Amount due to a non-controlling shareholder &t —FEHi B A R~
of a subsidiary — B IR R SRIE 41 327
Borrowings BE 18 28,069 79,712
License rights payable ST REFE N T 5,683 4,904
Product warranty provisions EmirAEE 3,956 3,800
Current tax liabilities BIEAR IR B & 2,788 1,455
Total current liabilities REEEAE 272,793 330,789
TOTAL EQUITY AND LIABILITIES ERRaEeE 670,294 800,284

Approved by the Board of Directors on 24 August 2017 and are signed on

its behalf by:

Gong Shaoxiang
&
Director

EE

EREEgR T —+FN\AZTHBIAELHTS
ATHRARE

Lee Chi Hwa Joshua

THE
Director

EE
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Condensed Consolidated Statement of Changes in Equity

FRGESRESER

For the six months ended 30 June 2017 HE —Z—+4F

/\

A=+HIEREA

(Unaudited)
(REFER)
Attributable to owners of the Company
KRREAARE
Foreign
Share currency Property  Investment Non-
Share  premium Merger translation revaluation revaluation Contributed  Statutory Capital Capital Retained controlling Total
capital account reserve reserve reserve reserve surplus reserve reserve contribution profits Total interests equity
L3 NEERE  REER
k& BER  AHRE  EXHR 1 W BARH  AERE  EAEE  EAEE REER @t FEREE  BRAE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS'000 HK$'000
T TR TEL TAL TEL TAL TEL TR TR TR TR TARL TAL TEL
At 1 January 2016 (audited) RZE-~"F-A-H
(E%&H) 4,955 307,740 3171 14,987 20,256 - 18,208 2319 2,976 - 179,258 553,960 (5,958) 548,002
Totel comprehensive income BN2EREEE
for the period - - - (331) - 34,145 - - - - (18,531) 15,283 (1,799) 13,484
Deemed disposal of partialinterest #&{FHE—EHBAT 2
in a subsidiary (note 20(c) BiniEs (it 200) - - - - - - - - 860 - - 860 (860) -
Changes in equity for the period ~ HiREREH) - - - (331) - 34,145 - - 860 - (18,631) 16,143 (2,659) 13,484
At 30 June 2016 RZB—E/A=TH 4,955 307,740 317 14,656 20,256 34,145 18,298 2319 3,836 - 160,727 570,103 (8,617) 561,486
At1 January 2017 (audited) RZF-t5-F-H
(EE) 4,955 307,740 317 13,703 20,990 (8,057) 18,208 2,502 3,836 11,280 96,429 474,847 (11,210) 463,637
Total comprehensive income BA2ERGEE
for the period - - - 74 - 8,057 - - - - (88,228) (80,097) (1,216) (81,313)
Disposal of subsidliaries (note 20(b)) & HBAF (Hiz200) - - - - - - - - - - - - 10,104 10,104
Changes in equity for the period B2 - - - 74 - 8,057 - - - - (83,228)  (80,007) 8,888 (71,209)
At 30 June 2017 RZE—tE/A=1H 4,955 307,740 317 13,777 20,990 - 18,208 2,502 3,836 11,280 8,201 394,750 (2322 392,428
CHINA HEALTHCARE ENTERPRISE GROUP LIMITED INTERIM REPORT 2017



Condensed Consolidated Statement of Cash Flows

BHHSERERER

For the six months ended 30 June 2017 &2 ==

’t&/\ﬂ +Eﬁ/\f.ﬂ

Six months ended 30 June

BERNA=ZTHLEAEAR

2017 2016
—E—+F —E-RF
Note HK$°000 HK$’000
Wizt FHAT FAT
(unaudited) (unaudited)
(REER) (REEERZ)
NET CASH (USED IN)/GENERATED FROM &% 58 (FrA) FiBRE&FE
OPERATING ACTIVITIES (56,640) 25,370
Interest received BUF B 318 72
Proceeds from disposal of property, HEYE  BERREFTERE
plant and equipment - 38
Purchase of property, plant and equipment BEYE BB NERE (3,221) (4,098)
Purchase of an investment property eI B - (65,579)
Purchase of available-for-sale financial assets BEAHIECHEE = (243,975)
Purchase of financial assets at fair value through & \?E/&EF@J)\TEME’]@%QEE
profit or loss (58,801) -
Proceeds from disposal of financial assets at HERATEFABENEMEE
fair value through profit or loss FT{85A 51,120 -
Decrease in cash in margin account of R REREREFP 2B
brokerage firm 67 333,534
Decrease in prepaid lease payments TR AEFIER 308 -
Net proceeds from disposal of subsidiaries HEMBRRMSRIBFE 20(a), (b) 7,573 -
Net proceeds from disposal of available-for-sale  HERHHE SR E E NS IIE 5
financial assets 63,837 127,851
Refund/(payment) of deposit for proposed ERWEEREE R
acquisition of a target group B30 140,000 (140,000
Net proceeds from settlement of derivative assets #& & T4 A 15 5018 R 58 = 322
NET CASH GENERATED FROM INVESTING R &EZEHRERSTFE
ACTIVITIES 201,201 18,169
Borrowings raised E 54,080 -
Repayment of borrowings BEER (116,011) -
NET CASH USED IN FINANCING ACTIVITIES E&FEARE RE (61,931) -
NET INCREASE IN CASH AND CASH RERBEZBEMEMNER
EQUIVALENTS 82,630 43,539
CASH AND CASH EQUIVALENTS AT BORERAESEEY
BEGINNING OF PERIOD 208,226 107,207
EFFECT OF FOREIGN EXCHANGE RATE ERgHTE
CHANGES (1,078) 286
CASH AND CASH EQUIVALENTS AT END HRRERREZEY
OF PERIOD 289,778 151,032
20175 Y FEERFEEXESEARAR 25
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BASIS OF PREPARATION

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

These condensed financial statements should be read in conjunction
with the 2016 annual financial statements. The accounting policies and
methods of computation used in the preparation of these condensed
financial statements are consistent with those used in the annual
financial statements for the year ended 31 December 2016.

ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS
(a) Application of new and revised HKFRSs

In the current period, the Group has adopted all the new and
revised Hong Kong Financial Reporting Standards (“HKFRSs”)
issued by the HKICPA that are relevant to its operations and
effective for its accounting year beginning on 1 January 2017.
HKFRSs comprise Hong Kong Financial Reporting Standards;
Hong Kong Accounting Standards; and Interpretations. The
adoption of these new and revised HKFRSs did not result in
significant effect on the condensed financial statements.

(b) New and revised HKFRSs in issue but not yet
effective
A number of new standards and amendments to standards are
effective for annual periods beginning on or after 1 January 2017
and earlier application is permitted. The Group has not early
adopted any new or amended standards that has been issued
but is not yet effective.

The Group provided in the last annual financial statements about
the possible impacts of the new standards issued but not yet
effective which may have a significant impact on the financial
statements. As the Group has not completed its assessment,
further impacts may be identified in the due course.

CHINA HEALTHCARE ENTERPRISE GROUP LIMITED INTERIM REPORT 2017

Notes to the Condensed Financial Statements
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For the six months ended 30 June 2017 BE —Z—+tF/NA=+HI/XEA
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Notes to the Condensed Financial Statements

R B B FS SR R MY e

For the six months ended 30 June 2017 B E —Z—+tF/NA=+HI/XEA

3.

FAIR VALUE MEASUREMENTS

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

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

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

Level 2 inputs: inputs other than quoted prices included within

level 1 that are observable for the asset or liability,
either directly or indirectly.

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

AFEHE
AEBRNERZER TR KAHEHE
EreBAENEIERAZTBEMNAFE
R -

RFERMBELEEZHRAERERF
RHPHEEEMBEHNERR BRI
ZIBE - ARBRANATAFESFHRE
BEAFEGE  EBARGFERFED
HERMNBABERD R=ZBEFR

FE1EBA AEBRFERARGZ
O HRAEEREE 2 ART
BIRE CRERE) -

E2OBWA  E1EFBIEZ REN

ap o REESAMEER
MEREEL I BAL
ko

FIEHA  EESAETUBEIE
ap PN

2017FHHIRE EERREXSEARRAR
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Notes to the Condensed Financial Statements

7 BA B 3 R AR B =

For the six months ended 30 June 2017 BE —Z—+tF/NA=+HI/XEA

3. FAIR VALUE MEASUREMENTS (CONTINUED)
The Group’s policy is to recognise transfers into and transfers out of
any of the three levels as of the date of the event or change in
circumstances that caused the transfer.

(@) Disclosures of level in fair value hierarchy:

3. AFEFEUW
AEENERRAEERERNEERIEN
PN PRI -EEATENEARE
4o

(@) AFESREBIWE :

30 June 2017: —E—tHEXA=1+H:
Fair value measurements using:
AFEFEFRNER
Level 1 Level 2 Level 3 Total
F1E F2E $E3E wst
HK$’000 HK$°000 HK$°000 HK$’000
TERr TER TER FER
(unaudited)
(REER)
Recurring fair value measurements: EEMATETE:
Property, plant and equipment WE - RERRE
Commercial units — Hong Kong HEEN —FF - 26,300 - 26,300
Financial assets CREE
Available-for-sale financial assets (note 14) At HESREE (Wi 14)
— Equity securities listed in Hong Kong — REB LT ZBRAES 29,976 - - 29,976
Financial assets at fair value through BRATES NEGZNER
profit or loss (note 15) BE(I#15) - - 7,954 7,954
29,976 - 7,954 37,930
Total recurring fair value measurements EEM AL EHEEE 29,976 26,300 7,954 64,230
31 December 2016: ZBE-ARFE+ZA=+—-H:
Fair value measurements using:
AEEFEMANER
Level 1 Level 2 Level 3 Total
F1E EY) #3 Bar
HK$'000 HK$'000 HK$'000 HK$'000
THL THL FHL THL
(audited)
(le®=i%)
Recurring fair value measurements: EREMATEHE:
Property, plant and equipment W% BERRE
Commercial units — Hong Kong HEEN - BB - 26,300 - 26,300
Financial assets tREE
Available-for-sale financial assets (note 14) At HESREE (Wi 14)
— Equity securities listed in Hong Kong — RNEB LT ZRAES 130,224 - - 130,224
Total recurring fair value measurements EEM AL EHEEE 130,224 26,300 - 156,524
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Notes to the Condensed Financial Statements

5 BA B A R AR B =

For the six months ended 30 June 2017 B E —Z—+tF/NA=+HI/XEA

3.

FAIR VALUE MEASUREMENTS (CONTINUED)
(b) Reconciliation of assets measured at fair value
based on level 3:

3.

AFEH B

(b) EREI BRAFEFTENE

EYR:

Financial
assets at fair
value through
profit or loss

BAFETA

HK$’000

FExT

(Unaudited)

(REBER)

At 1 January 2017 WZE—+F—H—H -
Purchases fBER 58,801
Settlements HEE (51,120)
Exchange differences = 273
At 30 June 2017 RZE—+tFA=1H 7,954

The total gains or losses recognised in profit or loss including
those for assets held at end of reporting period are presented in
other income in the condensed consolidated statements of profit

or loss for the six months ended 30 June 2017.

98 25 78 1R 2 S 1R 2 (2
R R R R R
HAER)RBET LA
=+ AL EANBBEARGRT

MEMBWARZT

2017 R RS

EEREEXEEEARAR
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Notes to the Condensed Financial Statements

R B FE R MY e

For the six months ended 30 June 2017 & —ZE—+F NA=+HI1ENEA

3. FAIR VALUE MEASUREMENTS (CONTINUED) 3. AFEFEW

(c) Disclosure of valuation process used by the (c)
Group and valuation techniques and inputs used
in fair value measurements:
The Group’s financial controller is responsible for the fair value
measurements of assets and liabilities required for financial
reporting purposes, including level 3 fair value measurements.
The financial controller reports directly to the Board of Directors
for these fair value measurements. Discussions of valuation
processes and results are held between the financial controller
and the Board of Directors at least twice a year.

For level 2 and level 3 fair value measurements, the Group will
normally engage external valuation experts with the recognised
professional qualifications and recent experience to perform the

BEAEEMEANMGER
FAEEDRAFEFTERR
ERANEAER :
TEEMNYBEEEAERTBREE
THENEERBENAFERE
(BIEFEIEATEE) FBEE
RZEATEFEEEZERNESSIE
WoMBETERESTESE Ez?ﬁﬁ}’ﬂ
SR BRHERF R

HE2RSERATENEHE - A
KEEBRRFARERTIRER
RBAEAT I EER 2 B EEER

valuations. EITE -
Level 2 fair value measurements FE2BATHEFE
Valuation technique Inputs Fair value
fRERTT WAER AFE
30 June 31 December
2017 2016
—E—tF —ERF
AA=+H +ZH=+—H
HK$’000 HK$'000
FET FAT
(unaudited) (audited)
(RBEZ) (Fe&%)
Assets Assets
Commercial units located in Market comparable  Price per square 26,300 26,300
Hong Kong approach meter
UREBNBEEEN G BCE BEYFKERK
During the two periods, there were no changes in valuation REzMEEIREA - BT 2 A EF I
techniques used. For commercial units located in Hong Kong, no EEB) o N BB ESMM

revaluation is required for the six months ended 30 June 2017,
as in the opinion of the management, the fair value of the
commercial units did not differ materially from its carrying
amount.
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Notes to the Condensed Financial Statements

R B B FS SR R MY e

For the six months ended 30 June 2017 B E —Z—+tF/NA=+HI/XEA

3.

FAIR VALUE MEASUREMENTS (CONTINUED)
(c) Disclosure of valuation process used by the

Investment

Group and valuation techniques and inputs used
in fair value measurements: (Continued)

3. AQVEIFEE
) BEAEEFEKANMGER
P AERGDRAFETER
REANBAER ()

investment

Level 3 fair value measurements EIEBEATEE
Valuation technique  Unobservable inputs Fair value
fHERI T RE A& AN¥E
30 June
2017
—E—+tF
~A=1+H
HK$’000
FHET
(unaudited)
(REER)
Investment in financial products Discounted Expected yield of the 7,954
classified as financial assets at cash flows underlying
fair value through profit or loss investment portfolio
and discount rate
RERDEHRATEFTABEN BIRRAER MHERREESNER KRR
cREENSRER RAFR=E
REVENUE AND SEGMENT INFORMATION 4, WARDHER
The Group has three reportable segments as follows: REBH = EmEDHAT
— Electronic manufacturing BETRERE — BTRERS
services
Distribution of Communications — Marketing and distribution of DEBAER — SHEEDEBAEM
Products communications products
Securities and Other Assets — Securities and other assets BHRHAM — BERHEMEERE

BERE
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Notes to the Condensed Financial Statements

7 BA B 3 R AR B =

For the six months ended 30 June 2017 BE —Z—+tF/NA=+HI/XEA

REVENUE AND SEGMENT INFORMATION (CONTINUED) 4. WARDIPER (&)
Distribution of ~ Securities and
Communications ~ Other Assets
EMS Products Investment Total
BER
ETHERE SHBERER HUEERE o
HK$’000 HK$’000 HK$°000 HK$°000
FET FAT FET FET
(unaudited) (unaudited) (unaudited) (unaudited)
(REER) (REER) (REER) (REER)
6 months ended 30 June 2017: BE-Z—tEXA=THLEAER:
Revenue from external customers KEINEREMA 299,734 34,773 539 335,046
Intersegment revenue DEEEA 21,904 = = 21,904
Segment profit/(loss) PEbER/ (B18) 2,360 (4,947) (60,474) (63,061)
As at 30 June 2017: RZE—t&XA=1H
Segment assets DEEE 446,705 40,835 157,555 645,095
Segment liabilities HEaE 232,571 46,592 8,069 287,232
Distribution of ~ Securities and
Gommunications Other Assets
EMS Products Investment Total
ETHERE oHEERER  EMEERE @i
HK$'000 HK$'000 HK$'000 HK$'000
THEL THEL FAT FET
(unaudited) (unaudited) (unaudited) (unaudited)
(RiEER) (RiEER) (REER) (REER)
6 months ended 30 June 2016: BE-E-AEXAZTHLEARER:
Revenue from external customers REMREFHA 368,473 41,293 - 409,766
Intersegment revenue AERERA 14,368 - - 14,368
Segment profit/(loss) PEET/ (E8) 21,452 (7,002) (14,786) (336)
(audited) (audited) (audited) (audited)
(&) (&7 (&&R) (B&7)
As at 31 December 2016: RZE-RE+ZA=+-R:
Segment assets NHEE 444,408 54,977 342,119 841,499
Segment liabilities PEatE 238,388 55,585 2,093 296,566
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Notes to the Condensed Financial Statements
& B B A R SR MY &

For the six months ended 30 June 2017 B E —Z—+tF/NA=+HI/XEA

4. REVENUE AND SEGMENT INFORMATION (CONTINUED) 4. WARDITER (&)

Six months ended 30 June

BEAA=THIEAEA

2017 2016
- ZERF
HK$’000 HK$'000
FET FET
(unaudited) (unaudited)

(REER) (REEEZ)

Reconciliations of segment profit or loss 2 585 F =R 5 18 1 B BR

Total loss of reportable segments HEDEIGELE (63,061) (336)
Intersegment elimination 7 BRI 8 (146) 779
Unallocated amounts: RABLERE -
Consultancy fee BB (2,500) (10,417)
Directors’ emoluments EEZWE (1,700) (1,480)
Imputed interest on non-interest bearing RE—RETERFEEBER
loans from a substantial shareholder ZIEEFE (10,288) -
Interest on loans from independent third parties R BE¥E % =15 2 &5 & (165) -
Legal and professional fees FERBEER (788) (2,788)
Interest income on other loan HA EFEFLEUWA 619 -
Other unallocated head office and corporate Hi kDB ER R AR
expenses (7,162) (1,253)
Consolidated loss before tax for the period HINAR S B AT ET 18 (85,191) (15,495)

2017 E FERFREXREEARAR 33



34

Notes to the Condensed Financial Statements
GLEEEE e

For the six months ended 30 June 2017 BE —Z—+tF/NA=+HI/XEA

5.

OTHER INCOME 5. HfggA
Six months ended 30 June
BZEAA=1+HIEAEA
2017 2016
—E—+tF —FT-RF
HK$’000 HK$'000
FBxT FHET
(unaudited) (unaudited)
(REER) (CREg&EZ)
Bank interest income RITFEHBA 318 72
Consultancy fee income EEEUN - 1,284
Exchange gain i 5 s 49 1,715
Gain on disposal of a subsidiary holding an HERE —EIEEMEN—M
investment property [ hy=pNE g - 6,356
Gain on disposal of available-for-sale HEMHEHEEeMEE 2 W&
financial assets - 4,741
Gain on disposal of subsidiaries (note 20(a)) HEW B AR 2 Wz (KaE20() 4,388 -
Interest income on other loan (note 13) HEERFBUA (M5 13) 619 -
Tooling income AW A = 1,122
Others Hi 1,011 1,819
6,385 17,109
FINANCE COSTS 6. BMERAK

Six months ended 30 June
BZEXA=+THLEAEA

2017 2016
—E—+F AN S
HK$’000 HK$’'000
FHET FHT
(unaudited) (unaudited)
(REER) (REEERZ)

Imputed interest on non-interest bearing loans KB —Z T EBRREEERZ
from a substantial shareholder HERE 10,288 -
Interest on loans from independent third parties KB F =1 2 B3R F & 165 -
Other interest expenses EmF Bz 346 1,818
10,799 1,818
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Notes to the Condensed Financial Statements

5 BA B A R AR B =

For the six months ended 30 June 2017 B E —Z—+tF/NA=+HI/XEA

7.

INCOME TAX EXPENSE

7.

FREBMAX

Six months ended 30 June

BEAA=THIEAEA

2017 2016
—E—+F ZE—RF
HK$’000 HK$'000
FET FET
(unaudited) (unaudited)
(REEZR) (REEERZ)

Current tax BIHARR 18
— Hong Kong Profits Tax — BBFEH 3,169 3,780
— Overseas — &85h 726 1,334
3,895 5,114
Deferred tax B IE 358 (279)
4,253 4,835

Hong Kong Profits Tax has been provided at a rate of 16.5% (2016:
16.5%) based on the estimated assessable profit for the period.

Tax charge on profits assessable elsewhere have been calculated at
the rates of tax prevailing in the countries in which the Group operates,
based on existing legislation, interpretation and practices in respect
thereof.

BEFBR B E ARG T E R S FI%
16.5% ( ZZT— /N4 : 16.5%) 9§ K 5118
B -

H o it 75 &SRB F M BIRE A R A R

EREMEBRFKERNRE  REBEEHIRTT
AR RERIEDIEE -
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Notes to the Condensed Financial Statements
GLEEEE e

For the six months ended 30 June 2017 BE —Z—+tF/NA=+HI/XEA

8.

LOSS FOR THE PERIOD

The Group’s loss for the period is arrived at after charging/(crediting):

8. HIAEHE

AEEHARNBEEENG, GEA R TFFAE

Six months ended 30 June
BEZEAA=1+RHLAXMEAR

2017 2016
—E—+ifF ZE—RF
HK$’000 HK$’000
FaxT FHET
(unaudited) (unaudited)
(REER) (Rgg&EZ)
Amortisation of intangible assets (included in mEEAESEGIAHEER
selling and distribution expenses) SRS = 1,019
Consultancy fee BB 4,674 11,284
Cost of goods sold HE A
Cost of inventories sold BEFERA 261,494 325,032
Allowance for inventories FERE 3,357 4,328
Reversal of allowance for inventories (note (i) GFERBERR (M) (7,401) (3,622)
257,450 325,838
Depreciation e 7,918 8,914
Gain on disposal of subsidiaries (note 20(a)) & B A R 2 W (AaE20()
(included in other income) (FrAEABUA) (4,388) -
Gain on disposal of available-for-sale financial ~ HE At HE & @& E s
assets (included in other income) (GFAEAUA) = (4,741)
Gain on disposal of property, plant and HEWME - BB REE 2 WS
equipment = (38)
Operating lease charges — Land and buildings &&HEER — T RETF 6,945 8,836
Other operating expenses: EmgeE g -
Impairment loss on receivables for EERRBEB 2 BWHIE Y
factoring business RIERE 15 -
Impairment loss on available-for-sale AHEESREE 2 RERIE
financial assets 28,127 -
Loss on derivative financial assets MESREEEE = 475
Loss on disposal of subsidiaries (note 20(b)) HENE T ZEE (K 200b) 14,719 -
Loss on disposal of available-for-sale HEHEESmEERIE
financial assets 16,341 -
Fair value loss on an investment property —IEREME 2 N EBE = 18,345
Research and development expenditures RS R S (M7 (i)
(note (i) 14,592 14,637
Employee benefits expense including EERMFX
directors’ emoluments (BIEEZMS)
Salaries, bonus and allowances e~ TEAL RORRA 95,809 96,660
Retirement benefit scheme contributions RGBT IR 6,749 6,949
102,558 103,609
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Notes to the Condensed Financial Statements

5 BA B A R AR B =

For the six months ended 30 June 2017 B E —Z—+tF/NA=+HI/XEA

8.

10.

LOSS FOR THE PERIOD (CONTINUED)

Notes:

(i) The Group makes allowance for inventories under respective aging criteria in
different operating segments. The reversal of allowance represents the amount of
inventories subsequently used in production or sold.

(ii) During the six months period ended 30 June 2017, research and development
expenditure includes approximately HK$13,516,000 (30 June 2016:
HK$13,572,000) relating to employee benefits expense which is included in the
respective total amount as disclosed separately above.

DIVIDENDS

No dividends have been paid or proposed during the six months ended
30 June 2017, nor has any dividend been proposed since the end of
the reporting period (six months ended 30 June 2016: Nil).

LOSS PER SHARE

The calculation of the basic loss per share is based on the following:

10.

HA 548 ()
it

0] AEBREBETFREED B2 AR REERE
BEHEYE - BEBOEARAREERHE
ZIFERE -

(i) HE-Z—tFAZTHIENER  HEFH
B E#13,516,0008 L (ZE—R"ENA=+
H :13,572,000/87) 2 BERAIMZ - HBEF
ALEXHRIBERENOEBEER -

RS
BHE_Z—+FRA=tTHIEXEALE
IR SRR AMERARE - B EMES
RAR I 2 3 (T EATRLE (ZF—RF
NA=TBIERMEA - &) -

BRER
BREANEBRZ TS

Six months ended 30 June
BZEX<A=+HLEAEA

2017 2016
—E—4F —E—R
HK$’000 HK$’000
FER FAT
(unaudited) (unaudited)

(REEZ) CREEEZ)

Loss ]

Loss attributable to owners of the Company, ARG ESREREBIE A F

used in the basic loss per share calculation WA ANE(FEE

(88,228) (18,531)
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For the six months ended 30 June 2017 BE —Z—+tF/NA=+HI/XEA

10. LOSS PER SHARE (CONTINUED)

10. SREBEB@®)

Six months ended 30 June

BEAA=THIEAEA

2017

—
(unaudited)
(REER)

2016
ZE—RF
(unaudited)

CREEER)

Number of shares

Weighted average number of ordinary
shares for the purpose of calculating
basic loss per share

BB

AR ESRERNER 2 EFH
Epilite
4,955,311,400

4,955,311,400

No diluted loss per share is presented as the Company did not have
any dilutive potential ordinary shares for the six months periods ended

30 June 2017 and 2016.

11. PROPERTY, PLANT AND EQUIPMENT 11.
During the six months ended 30 June 2017, the Group has acquired
property, plant and equipment of approximately HK$3,221,000 (six
months ended 30 June 2016: HK$4,098,000).

12. TRADE RECEIVABLES

The aging analysis of trade receivables as at the end of the reporting
period, based on invoice date, and net of allowance, is as follows:

BE-_ZT—tFR-F-RFRA=T+H
W E AR - AR B R A AE S

Bm - MU B2 SREEER -

W% - BERRE

REBE-_ZT—+FA=+tHIE~EA -
KREBEDEEL3,221,0008 T (2%

—NFRA=FTHLEAREA : 4,098,000%

TV I - R Rk o
12. EWE Z R

BEHROBREROTOT :

RERBHMNEREZRR(NREHE) R

30 June 31 December

2017 2016

—EB—tF A

AA=1TH +=ZA=+—AH

HK$’000 HK$'000

FET FHIT

(unaudited) (audited)

(REER) (Fe&E=Z)

0-90 days 0ZE90 X 109,677 109,777
91-180 days 91 2180 X 8,301 4,426
181-365 days 181 £ 365 X 1,179 682
Over 365 days 365 ALA E 455 2,557
119,612 117,442
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For the six months ended 30 June 2017 & —Z—+F NA=+HI1ENEA

13. PREPAYMENTS, DEPOSITS AND OTHER 13. EFNNIE - BERHEMEWFKIE
RECEIVABLES

30 June 31 December
2017 2016
—E—+iF —E—RF
ANA=+H +ZA=+—H
HK$’000 HK$’000
FHxT THIT
(unaudited) (audited)
(REER) (fe&z)
Prepayments & 70T 15,711 5,853
Prepaid consultancy fee TERE u’E] = 16,500 -
Prepaid lease payments FENHEERIA 615 615
Refundable deposit (note (i) AREES (KEE0) - 140,000
Deposits "e 3,491 3,864
Purchase deposits BERS 71 1,587
Other loan (note (i) EME (B i) 28,000 -
Interest income on other loan (note 5) HEMERZAEWA (HiEs) 619 -
Other receivables Hoh e M ERIE 1,903 2,964
67,550 154,883

Notes: Bfet -
0] The Group entered into a memorandum of understanding on 22 June 2016 for i) RZZE-—RFERAZ+ZB  AEEGRA—F

EHWBEREEMA L —HRRESE A
EE B m#E 217 140,000,000 8 7T 2 AR E R
SERBES - BETHERERATZKRNHE
MPARE AERARERSEERMEZIER -
REEN_F—tF - ANABERE -

acquisition of a target group from a vendor. The Group paid a refundable deposit of
HK$140 million as earnest money to the vendor. Shares of certain target group
companies were charged in favour of the Company as collateral to secure the
repayment obligation of the refundable deposit. The deposit was fully refunded on
4 January 2017.

FZEEAAEE LT RRMEHRFERNE 8%:#
8 EIEIR R RN —F 2 NEENER

(ii) The amount represents loan to a Hong Kong listed company which bears interest at (i)
8% p.a., unsecured and repayable within one year.
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14.

15.

":E/\ﬂ +E_|J:/\{.ﬂ

AVAILABLE-FOR-SALE FINANCIAL ASSETS

14.

AHHETHERE

30 June 31 December
2017 2016
—E—+F —E—RF
AA=+H +ZHA=+—H
HK$’000 HK$’000
FET FAT
(unaudited) (audited)
(REER) (fe&%)
Listed investments, at fair value ETERE  BAFE
Equity securities listed in Hong Kong RES L2 RAFE 29,976 130,224

The fair values of available-for-sale financial assets are based on
quoted closing prices at the end of the reporting period. All available-
for-sale financial assets are denominated in Hong Kong dollars.

At 30 June 2017, the Group has certain Hong Kong listed equity
securities amounted to approximately HK$29,976,000 (at 31
December 2016: HK$112,224,000) deposited in a stock brokerage
margin account offered by a brokerage firm, which is a related party of
the Group. None of the abovementioned equity securities were
repledged by the brokerage firm as at 30 June 2017 and 31 December
2016.

FINANCIAL ASSETS AT FAIR VALUE THROUGH
PROFIT OR LOSS

The amounts represented the investments in financial products
managed by licensed financial institutions in the People’s Republic of
China (“PRC”) to invest principally in certain financial assets including
currency funds, bonds, cash funds and bonds funds etc. The financial
products are non-guaranteed, no maturity date and with variable target
yield ranged from 2% to 3.6% per annum.
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AfHESREEZATFEDRERSH
RZFHBPHEME - 2HAIHEESH
BEEAETHE -

R-B—+FEXA=1HE AEEHHE
29,976,000 (KR ZZE —~"F+ = A
=+—H 112,224,000/ 7T) 2 & T &b
ETBRAES - FRR—REEL A RRE
ZRELLCRESEFR  MZELAT
EREB B - R_ZE—+tF /<A
—+tAR=-Z —/—\¢+—H:+—E!-§%
KRN B E B R AR A E

BAFEFABRSNSMEE

FZHBERTPEAREMBE([HE ] FE
TRREETENSREMKRE  T2RE
RETeREE(REEEES &5 B
SHENEFESS) ZRESHERAE
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For the six months ended 30 June 2017 B E —Z—+tF/NA=+HI/XEA

16. BANK AND CASH BALANCES 16. |BITRBE &R
30 June 31 December
2017 2016
—E—+F —E—RF
AA=+H +ZHA=+—H
HK$’000 HK$'000
FHET FHT
(unaudited) (audited)
(REER) (fe&%)
Cash on hand EBEFRE 176 109
Cash in transit ExRe - 65
Fixed deposits TEHATF K 85,403 -
Bank balances RITAEER 204,199 208,052
Cash and cash equivalents in the consolidated MN4GAIREREXRHNIRS

statement of cash flows LIESZEEY 289,778 208,226
Cash in margin account of brokerage firm * B NRREBLSEP RS - 67
289,778 208,293

* The brokerage firm is a related company of the Group. * RN R ARNEEBENF
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For the six months ended 30 June 2017 BE —Z—+tF/NA=+HI/XEA

17. TRADE PAYABLES

The aging analysis of trade payables as at the end of the reporting

42

17.

Y B 5 B

REFTHMNENESRINBEHRY

period, based on invoice date, is as follows: RECHITIAT -
30 June 31 December
2017 2016
—E—+F ZE—RF
AA=tH +=ZA=+—H
HK$’000 HK$'000
FER FAT
(unaudited) (audited)
(REER) (R &%)
0-90 days 0E90K 66,921 78,605
91-180 days 91 180 X 1,130 1,360
181-365 days 181 £ 365K 1,265 711
Over 365 days 365 KA = 825 776
70,141 81,452
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For the six months ended 30 June 2017 2 ==

—tFRNA=THIEAREAR

18. BORROWINGS

B8

30 June 31 December
2017 2016
—E—+F —E—RF
ANA=+H +ZA=+—H
HK$’000 HK$'000
FET FHT
(unaudited) (audited)
(REER) (&%)
Loans from a substantial shareholder KE—ZBEERENER
— Power Port Holdings Limited (note (i) — Power Port Holdings Limited
(BtaE () - 59,712
Loan from a related company (note (i) KB —HEEQRNER (B ) 8,069 -
Loan from an independent third party (note (i) 3R 83837 58 = 7 B9 E FX (A7 (i) 20,000 -
Loans from an independent third party (note (iv) 3 8387 5% = &7k (Bt (iv) - 20,000
28,069 79,712
Notes: Kz -
0] The amounts represented loans from a substantial shareholder which is non-interest 0] ZEeBAE RETERERHENENR DHES -
bearing, unsecured and repayable within one year. The loans were fully repaid on EBIERMEAR—FREE BRER=ZT—L
23 January 2017 and 10 March 2017. F-—AZT+=AK=FT—tF=A+BEHE
(ii) The amount represented loan from a related company which is non-interest bearing, (ii) ZEWAKRE —HEEARMNES « BIEKE KL
unsecured and repayable on demand. JEERKEEERK -
(i)~ The amount represented loan from an independent third party, which bears interest (iii ZeRERREBUF=ZFTNER  ZERIKRF
at 12% p.a., secured by charges over the shares of the Company’s subsidiaries FE12% B - BARBHBERB (EBERA
(China Khan Limited and Telefield Holdings Limited) and repayable within one year. 7] I Telefield Holdings Limited) % 1 R 70 £ 1R
At 30 June 2017, the aforementioned subsidiaries held non-current assets of RER—FREER R-_T—+tF~A=+H"
HK$57,817,000 and current assets of HK$397,147,000. B AR AR ENE E 57,817,000 T
KRB E 7 397,147,000 47T °
(v)  The amounts represented loans from an independent third party which bears vy ZeBERAREBUE=ZTNEIR  ZERIREF
interest at 18% p.a, unsecured and repayable within one year. The loans were fully f'J‘T’ 18% T8 BERRKER —FNEE - &
repaid on 10 January 2017. HERZZE—tF—A+HEHEE
20175 FHIHE FEERFEXESEARAR
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For the six months ended 30 June 2017 BE —Z—+tF/NA=+HI/XEA

18. BORROWINGS (CONTINUED) 18.

a4

The average effective interest rates were as follows:

BE (&)
THEBEAROT

30 June 31 December

2017 2016

—EB—+F ZE—RF

ANA=+H +ZA=+—H

(unaudited) (audited)

(REER) (J&HE%)

Non-interest bearing loans from a substantial KE—ZBEFTEREHELSER N/A 17.85%
shareholder TEHA

Loans from independent third parties KEBIE=HNER 12% 18%

Borrowings are arranged at fixed interest rates or non-interest bearing
thus expose the Group to fair value interest rate risk. Except for the
loan from a related party is denominated in Renminbi (“RMB”), other
loans are denominated in Hong Kong dollars.

The directors estimate the fair value of the Group’s borrowings at 30

June 2017 and 31 December 2016 approximate to their carrying
amounts.
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For the six months ended 30 June 2017 B E —Z—+tF/NA=+HI/XEA

19. SHARE CAPITAL 19. B
30 June 2017 (unaudited) 31 December 2016 (audiited)
“B2-tF¥ANAZTA “E-NFTZA=t-H
(REER) (&%)
Number of Number of
shares Amount shares Amount
HK$'000 HK$'000
TEL FiEx
Authorised: BE
Ordinary shares of HK$0.001 each FRAEBE0.001 BT EER
(At 1 January 2016 HK$0.01) (R=F-7~F—-F—8 001 %1)
At the beginning of the period/year REA/E4D 1,500,000,000,000 1,500,000  10,000,000,000 100,000
Increase in authorised share capital EERAEIM(ATH))
(note () - - 140,000,000,000 1,400,000
Increase upon share subdivision RipF@EEm =)
(note (j) - - 1,350,000,000,000 -
1,500,000,000,000 1,500,000 1,500,000,000,000 1,500,000
Issued and fully paid: BETREAR
Ordinary shares of HK$0.001 each BREE0.001 AL LER
(At 1 January 2016; HK$0.01) (RZE—"F—A—H:001 1)
At the beginning of the period/year REA/E4) 4,955,311,400 4,955 495,631,140 4,955
Increase upon share subdivision Rt FaEEm )
(hote () - - 4459,780,260 -
4,955,311,400 4,955 4,955,311,400 4,955
Note: Mt -
(i) On 31 March 2016, the shareholders of the Company passed an ordinary resolution U RZFB-AFZA=+—B  ARRRRES

—EHEBRHER HWEARARFEERAEH
10,000,000,000 A% 1 i1 % 150,000,000,000 % -

to approve the increase of the authorised share capital of the Company from
10,000,000,000 shares to 150,000,000,000 shares and the subdivision of each of
the existing issued and unissued shares of HK$0.01 each in the capital of the ARAREBAREREER0OIBTZER
Company into 10 subdivided shares of HK$0.001 each with effect from 1 April BABBETRARBTROFER TREREE
2016. A0.001 BT 2 F AR - =T —REFMOA—
HRBAERL
2PBEHTROHNS T EERZF RS -

All issued shares rank pari passu in all respects with each other.
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For the six months ended 30 June 2017 2 - =

20. DISPOSAL OF SUBSIDIARIES

(a) Disposal of Pacific Time Holdings Limited and its subsidiaries:

’tg/\ﬂ "f’EiJJ:/\f.ﬂ

20. HEME2RATA
(@) H &Pacific Time Holdings Limited E

China Finance Service Limited, ZE K g EHE CRII) AR A7, NG %ﬁgﬁﬁﬁﬁlﬁkﬁﬁﬁ”

EREEHERECRY) BRABDIRFAIFEESLEREE
& EE AR A 7] (collectively, the “Pacific Time Group”)

ERBMERECRIDERA %EE
B i ZEARIE (7 ﬂH)EBE’AT& zll
FERBESALEREESEEEGRAR
(%78 [ Pacific Time 52 J)

On 7 April 2017, the Company entered into a sales and purchase 1‘5’\ —“F—tFMWA+H  NARIEE]
agreement, pursuant to which the Company agreed to sell the —mHEERE B ARRIRE

entire issued share capital of Pacific Time Holdings Limited and
the shareholder’s loan to Golden Record Limited, a company
indirectly wholly-owned by a substantial shareholder, at a total
consideration of HK$25,000,000. The disposal was completed
on 11 April 2017. The effect of the disposal is as follows:

JL'H Pacific Time Holdings Limited &) FfT
BEBETRARBREERLE TH—
HETEREBE2EREENRA

Golden Record Limited © X & %
25,000,000/87C - HEFHEE R T

—tFOAt—BEX - HEFRZ

FEWNT

HK$'000
FHEIT
(unaudited)
(CREg&EZ)
Property, plant and equipment Wz - B &H& 70
Bank and cash balances RTINS MR 13,142
Receivables for factoring business FARRELE TS 2 IR 22,106
Prepayments, deposits and other receivables TERIE - e &EW’% Wk 827
Accruals and other payables TEIRE A N E M FIE (15,459
Amount due to the Company FERT RN T FIB (25,023)
Net liabilities disposed of EHEBETFE (4,338)
Release of foreign currency translation reserve Bk [E S S (73)
Sales loan HEBEX 25,023
20,612
Gain on disposal of subsidiaries (note 5) HENB AT 2 Wz (KaEs5) 4,388
Total consideration RBEZE 25,000
Consideration satisfied by cash PR & &1 rRE 25,000

Net cash inflow arising on disposal: HEEEMBRESRAFE
Cash consideration received BUERERE 25,000
Cash and cash equivalents disposed of BHERERIRESEEY (13,142
11,858
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For the six months ended 30 June 2017 B E —Z—+tF/NA=+HI/XEA

20. DISPOSAL OF SUBSIDIARIES (CONTINUED)

(b) Disposal of Bracciano Limited and its subsidiaries: Modern
Channel Limited and Telefield Medical Imaging Limited

(collectively, the “Bracciano Group”)

On 23 June 2017, the Group disposed of its equity interests in
the Bracciano Group to Noble Treasure Holdings Limited at a
total consideration of HK$500,001. The effect of the disposal is

20. HEMEB LT (&)

(b) & % Bracciano Limited & H M B 2
A RBBERARRTFEEENEE

R A &) (%578 [Bracciano (28 )

RZB—+ERAZ+T=0 " ~&£H
# E A Bracciano = B Y #E 2R B & T
MBERBERAR BREAE

as follows: 500,001787C « HEFRZFZENT -
HK$'000

FET

(unaudited)

(REEEZ)

Property, plant and equipment W - B R 286
Inventories FE 209
Prepayments, deposits and other receivable TERTFRIE ~ 1Re REAERIE 224
Bank and cash balances RTINS MR 4,785
Accrual and other payables TEIRE A M E MR FIE (389)
Net assets disposed of BEHEEEFE 5115
Non-controlling interests FEIE AR M 10,104
15,219
Loss on disposal of subsidiaries HENBAF/ERE (14,719)
Total consideration REBEE 500
Consideration satisfied by cash LR & &I RE 500

Net cash outflow arising on disposal: HEEENR2MLFHE -

Cash consideration received EHERER(E 500
Cash and cash equivalents disposed of BHERESRIRESEEY (4,785)
(4,285)
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For the six months ended 30 June 2017 BE —Z—+tF/NA=+HI/XEA

20. DISPOSAL OF SUBSIDIARIES (CONTINUED)

(c) Deemed disposal of partial interest in a subsidiary

On 31 March 2016, Telefield Holdings Limited disposed its
shares in Modern Channel Limited to Telefield Medical Imaging
Limited at a consideration of HK$1, such that the Group’s equity
interest in Modern Channel Limited decreased from 100% to
55%. The effect of the disposal is as follows:

20. HEMEB LT (&)

BIELE—MINB AR 2 DR

R—ZE—-—RNF=ZA=+—8"
Telefield Holdings Limited # & 7
Modern Channel Limited = A% {5 i &
T Telefield Medical Imaging Limited
RERBT At KEER
Modern Channel Limited 2 B% #
100% 5l 2 55% ° B 2K 2 2 240
T

HK$ 000

FAT

(unaudited)

(REEERZ)

Carrying amount of share of net liabilities disposed of S5 2 HEF & & BREE 860
Consideration received BUWRE -
Gain on disposal recognised directly in equity BEERERER 2 DERE 860
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For the six months ended 30 June 2017 B E —Z—+tF/NA=+HI/XEA

21. RELATED PARTY TRANSACTIONS 21. BEFRS
In addition to those related party transactions and balances disclosed M RSBRB SR B fb it T I B AR iE T &2
elsewhere in the condensed financial statements, the Group had the SREGI REBRBANBEBEERA
following material transactions with its related parties during the period: UTERRS :

Six months ended 30 June
Bz~ B=1THIL~EA

2017 2016
—E-tF —ERF
HK$°000 HK$'000
Directors having THT THL
beneficial interest (unaudited) (unaudited)
BEERERNES (REER) (RigE%)
Imputed interest on non-interest bearing loans from ~ RE—&EERRESER N/A
a substantial shareholder ZBEFE TiEm
— Power Port Holdings Limited — Power Port Holdings Limited 10,288 -
Sale proceeds from disposal of Pacific Time Group to FI—EIAE (ZARIH—ZEE  NA
a company which is indirectly wholly-owned bya ~ BEREZE2EHA) HE TiEA
substantial shareholder (note 20(a)) Pacific Time R BRI HEFT{5
I (F1E200) 25,000 -
As at 30 June 2017, the Group has cash and available-for-sale financial R-ZE—+FA=1TH AEEERE
assets deposited with a brokerage firm which is related company of NA#HEEEREES A ASETL(ZE
the Group amounting to Nil (31 December 2016: HK$67,000) and —~NFE+ZA=+—H8 :67,0008T) &
HK$29,976,000 (31 December 2016: HK$112,224,000), respectively. 29,976,000 T (= E—AF+=-H=+—
H 112,224,000 7T) - B1F A —B&4
NAN(AAREEZBEERT) -
As at 30 June 2017, the amount of loan from a related company which RIBE—+FENA=+H "EFEAKEA
is indirectly and wholly-owned by a substantial shareholder was —MEERAR (ZAFHE—BEEREME
approximately HK$8,069,000. 2EHB) K E KK 8,069,000 87T °
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For the six months ended 30 June 2017 BE —Z—+tF/NA=+HI/XEA

22. CONTINGENT LIABILITIES

As at 30 June 2017 and 31 December 2016, the Group had an
outstanding guarantee (“the Guarantee”) to one of the suppliers of an
overseas subsidiary (“Disposed Subsidiary”), which was disposed on 7
October 2015, for payment in relation to a sum of USD2.6 million
(equivalent to approximately HK$20.3 million) representing a trade
balance under dispute between the Disposed Subsidiary and the
supplier. The Disposed Subsidiary had issued counter guarantee to the
Company to indemnify the Company for any loss in relation to the
Guarantee. Apart from the above, the Group and Company did not

22. HAREE
RZE—+FRNA=Z=+B R —F
+-A=+—8  AEEHER =T —F
F+ALAREZBINBRARTELRS
MEAR zHEFR—REEEE REER
(IFZER]) - EBBX 2,600,000 7T (48
B #20,300,000/87T) 2 FIA - I TIE H
EMBRAREZUEEZEREIEH -
BEHEMBRARIEMARREHRER
IABARRRRZER T RBRIREREE

have any significant contingent liabilities. 1R o B L CRTattsh - RERE AR 7N
FRERKAEE -
23. CAPITAL COMMITMENTS 23. EAREIE

30 June 31 December
2017 2016
—E—tF ZE-RF
AA=Z1TH +=ZA=+—AH
HK$’000 HK$’000
FET FHET
(unaudited) (audited)
(REEEX) (fe&#%z)

Plant and machinery 5 K23
Contracted but not yet incurred BERIABREKRESE 1,259 800
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For the six months ended 30 June 2017 2 ==
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24. EVENTS AFTER THE REPORTING PERIOD

@)

Subsequent to the end of the reporting period and up to the date
of this report, certain available-for-sale financial assets that had
been impaired during the reporting period suffered a further
decline in market value of approximately HK$14.1 million, as
compared to the carrying amount as stated in the statement of
financial position as at 30 June 2017.

On 18 July 2017, the Group acquired 51% equity interest in
Anhui Huayuan Guoyi Medical Investment Management Limited
(“Target Company”) from Anhui Huayuan Pharmaceutical
Company Limited (“Vendor”) at the consideration of RMB1. The
Vendor is a company indirectly wholly-owned by Mr. Yang Zhihui,
the controlling shareholder of the Company. The Target
Company mainly focuses on medical business in the Anhui
Province, the PRC and is principally engaged in trading and
selling of medical equipments (such as Gastroscope and
Duodenoscope) to customers including local hospitals. The
Group is still in the process of finalising the acquisition accounting
of the Target Company in accordance with HKFRS 3 “Business
Combinations”, hence related financial information is not yet
available for disclosure.

25. APPROVAL OF INTERIM FINANCIAL STATEMENTS
The interim financial statements were approved and authorised for
issue by the Board of Directors on 24 August 2017.

24, |

@)

Hi%R =18
RBERREBAREEARFEBE
H-_FE—+tFRA= JFEW%WVR%
FrRMREEMRL - B TR®mE M
EREsIHHESREENTEE
%/ #4914,100,000 8 7T ©

RZE—+tFEA+N\H AEEHE
THERBERMDERAR(ES]D
M%ﬁﬁa@%ﬁl“ﬂghéﬁ@
BRAGBREAA]) 2 51%#Ex=
ﬁF%AE%1n EHAE— ﬁm$
REIMERREMES S EMER2E
BAMAGE - BEAREEHERF
BB ENBEESURREES R
HEEAEREAN B HEERE
FEPIMBHER+ZEBE) c A%
EREE BT IEREEREIGR %
BAFINEZREEZARNKES
HEE AUBBEFBERMRRE

o

25. FitPHIMBHRR

BEFEEN_F—

TFENAZTOAEIL

BT B AR T 3R -
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LISTING INFORMATION

Listing: Hong Kong Stock Exchange
Stock code: 1143
Ticker Symbol
Reuters: 1143.HK
Bloomberg: 1143 HK Equity
KEY DATES
27 January 2011

Listed on Hong Kong Stock Exchange

24 August 2017
Announcement of 2017 Interim Results

REGISTRAR & TRANSFER OFFICES
Principal:

Royal Bank of Canada Trust Company (Cayman) Limited
4th Floor, Royal Bank House

24 Shedden Road, George Town

Grand Cayman KY1-1110

Cayman Islands

Hong Kong Branch:
Tricor Investor Services Limited
Level 22, Hopewell Centre

183 Queen’s Road East

Hong Kong

WEBSITE

www.chinahealthcare.com.hk
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Royal Bank of Canada Trust Company (Cayman)

Limited
4th Floor, Royal Bank House
24 Shedden Road, George Town
Grand Cayman KY1-1110
Cayman Islands
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