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Deloitte

REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION
TO THE BOARD OF DIRECTORS OF NEWAY GROUP HOLDINGS LIMITED

INTRODUCTION

We have reviewed the condensed consolidated financial statements of
Neway Group Holdings Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 5 to 33,
which comprise the condensed consolidated statement of financial
position as of 30 June 2017 and the related condensed consolidated
statement of profit or loss and other comprehensive income,
statement of changes in equity and statement of cash flows for the
six months then ended, and certain 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 (“HKAS") 34 “Interim Financial
Reporting” issued by the Hong Kong Institute of Certified Public
Accountants (the "HKICPA"). The directors of the Company are
responsible for the preparation and presentation of these condensed
consolidated financial statements in accordance with HKAS 34.
Our responsibility is to express a conclusion on these condensed
consolidated financial statements 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 these condensed consolidated
financial statements consists of making inquiries, primarily of persons
responsible for financial and accounting matters, and applying
analytical and other review procedures. A review is substantially less
in scope than an audit conducted in accordance with Hong Kong
Standards on Auditing and consequently does not enable us to obtain
assurance that we would become aware of all significant matters that
might be identified in an audit. Accordingly, we do not express an
audit opinion.
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CONCLUSION

Based on our review, nothing has come to our attention that causes
us to believe that the condensed consolidated financial statements are
not prepared, in all material respects, in accordance with HKAS 34.

Deloitte Touche Tohmatsu
Certified Public Accountants

Hong Kong
25 August 2017
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CONDENSED CONSOLIDATED STATEMENT OF

HRGEEEREME2E KA

PROFIT OR LOSS AND OTHER COMPREHENSIVE o
INCOME
FOR THE SIX MONTHS ENDED 30 JUNE 2017 BEr —E—tFNA=F+HIEA
Six months ended
BEZTHHRHALEREAR
30.6.2017 30.6.2016
—E—+tF —T—RHF
~A=+H ~A=+H
(Unaudited) (Unaudited)
(REERZ) (REEZ)
NOTES HK$’000 HK$'000
Hiat FHET FET
Revenue U 2= 220,359 274,840
Gross proceeds from sale of HEFRIEEEREY
held-for-trading investments FTiSsIEAR %A 36,954 13,794
257,313 288,634
Revenue g 3 220,359 274,840
Cost of sales 5 & P AR (144,345) (193,233)
Gross profit EM 76,014 81,607
Interest income 2N 6 512 1,354
Other income EH i ug A 366 3,427
Selling and distribution expenses THE M AR X (11,063) (13,622)
Administrative expenses THRZ (55,945) (55,660)
Other gains and losses H At W 2 M &5 18 6 (3.214) 30,038
Finance costs A& AR 4 (993) (1,851)
Share of loss of joint ventures JEIh & &R E 2 R (751) (947)
Profit before taxation B B B ) 4,926 44,346
Taxation Bi1E 5 (1,013) (4,854)
Profit for the period A ERR A 6 3,913 39,492
Other comprehensive income THEMEEEA
(expense) for the period: (BExX):
Item that may be reclassified HEEF I EE
subsequently to profit or loss: BamsHE -
Fair value gain on available-for-sale AHEERE
investment N ERE 2,267 -
Exchange differences arising on BRE B INETSFT
translation of foreign operations EEZELZEZR 14,552 (9,550)
Total comprehensive income AEIZ2HERABEE
for the period 20,732 29,942
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CONDENSED CONSOLIDATED STATEMENT OF
PROFIT OR LOSS AND OTHER COMPREHENSIVE

INCOME

FOR THE SIX MONTHS ENDED 30 JUNE 2017

FHRGEEEREME2ZE KA

H &

BE_FE—+FNH=—+HINEAH

Six months ended

BZETHBEHIEAEAR
30.6.2017 30.6.2016
—ZE—+tfF ZT—RF
~NA=T+H NA=1H
(Unaudited) (Unaudited)
(REEZK) (REEZ)
NOTE HK$'000 HK$'000
k23 FTEx FHET
Profit for the period attributable to: LA A FE (5 AR
A :
Owners of the Company ZAN/NSIEZ ZS N 4,011 39,593
Non-controlling interests FEIE R RE = (98) (101)
3,913 39,492
Total comprehensive income (expense) LATATEMRAEBREZE
for the period attributable to: A () 8%
Owners of the Company KAREE A 20,830 30,043
Non-controlling interests FEVERR (98) (101)
20,732 29,942
Basic earnings per share (HK cents) FRRERZR GBI 8 1.58 18.73
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CONDENSED CONSOLIDATED STATEMENT OF
FINANCIAL POSITION

i B3 4R S B 351K R R R

AT 30 JUNE 2017 RZIFE—tFNHA="TH
30.6.2017 31.12.2016
—E—+tfF —E-RF
AA=1H +-A=+—A”
(Unaudited) (Audited)
(REEZR) (fe&z)
NOTES HK$'000 HK$'000
k3 FHET FHET
Non-current assets SEMEBNE E
Property, plant and equipment E RN =Y & 9 125,346 136,221
Prepaid lease payments AN HEE A 2,410 28,768
Investment properties REME 9 203,130 190,125
Deposits for land use rights THFE AR 19 — 17,379
Available-for-sale investments —I HHERE 70 23,971 41,735
Loans to joint ventures eI N /N] o
B 2,471 2,216
Interests in joint ventures N RN E 421 425
Deposit paid for acquisition of property, B 15 i ¥ 2 -
plant and equipment B R
HEA 577 1,371
358,326 418,240
Current assets MENEE
Inventories and record masters Tf&” AR 51,047 35,340
Properties under development for sale EEES %% 11 43,529 42,310
Held-for-trading investments ?—r EFEBEKRE 12 124,158 132,247
Available-for-sale investments AEERE 10 16,869 -
Derivative financial instrument PTEERIEA 10 7,851 10,416
Trade and other receivables, H 5 K A th E UL
prepayments and deposits A BN KIA
A KRET& 13 157,093 175,948
Loans to available-for-sale investees LT A HEER
RERZER 13,799 31,257
Loans receivable fﬂﬁlgﬁ 33,090 36,785
Loans to joint ventures eI /N o
8% 3,865 3,865
Prepaid lease payments B EERIE 89 666
Deposits for land use rights T E A %E—f@ 19 17,425 -
Amounts due from related companies JE Wi B8 5 X /) 5B 13 1,067 1,482
Tax recoverable A Y B IE 375 350
Short-term bank deposits RHERITER 67,681 61,767
Cash and cash equivalents BekReFE 171,901 165,574
709,839 698,007
Assets classified as held for sale NEABEHEZ
BE 19 41,959 -
751,798 698,007
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CONDENSED CONSOLIDATED STATEMENT OF SHEGZS B REER
FINANCIAL POSITION

AT 30 JUNE 2017 RZFE—+FNA="TH
30.6.2017 31.12.2016
—E—+tF AN
AB=+H +=ZA=+—8H
(Unaudited) (Audited)
(REER) (188 %)
NOTES HK$'000 HK$'000
HaE T FHET
Current liabilities ﬁ@]g &
Trade and other payables and accruals B 5 REM
ﬁﬁ RIE A K
FE T IR 14 77,720 99,196
Tax liabilities %RIEE 1,\ 3,294 908
Amount due to a non-controlling T — KB R R
shareholder of a subsidiary — R IEVE Hxﬂx%
I8 14 16,745 16,745
Amounts due to related companies JEISREE AT 15 5,286 11,536
Obligations under finance leases rﬂﬁﬂﬁ/z\fa
— due within one year —R—F AN 240 237
Borrowings BE 16 60,618 61,343
163,903 189,965
Net current assets B A EFE 587,895 508,042
Total assets less current liabilities BEERMADEE 946,221 926,282
Non-current liabilities FERBAEE
Amounts due to related companies JEISREEARIRIE 15 1,610 423
Deferred taxation EIEFTE 17 9,984 11,843
Obligation under finance leases MEMERMT
— due after one year —R—F&I 61 182
11,655 12,448
Net assets BEEFE 934,566 913,834
Capital and reserves BAR R
Share capital A& 7 18 2,536 2,536
Reserves f# 934,668 913,838
Total attributable to owners of ZANNESIE7 RN
the Company JEAG #E %R 937,204 916,374
Non-controlling interests JEIE R = (2,638) (2,540)
Total equity EmEsE 934,566 913,834
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CONDENSED CONSOLIDATED STATEMENT OF
CHANGES IN EQUITY

FOR THE SIX MONTHS ENDED 30 JUNE 2017

EHGREESEB R

BE_F—+FNHA=FHINEA

Attributable to owners of the Company

ARRERAELR
Deemed
contribution Capital Properties  Investment Non-
Share Share froma redemption Contributed  valuation revaluation Translation  Retained controlling
capital  premium shareholder reserve surplus reserve reserve reserve profits Total interests Total
Bf-% E3EE NERE  REEf FER
Bx  RHEE BRRZER fE EEER % % EXRE REEd @it Bi @it
HK$'000 HK$'000 HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000
Tt Thn TR Tk T Tir Tir T Fitr Fitn Thn TiET
At 1 January 2016 RIE-RE-A-B 105,685 349,902 188,957 63 - 5,223 - 25878 121,753 848,461 (1,385 847,076
Profit (loss) for the period THEH (58) - - - - - - - - 39,503 39503 (101) 39492
Exchange differences arising on BERNEBMELL
translation of foreign operations EXEE - - - - - - - (9,550) - (9,550) - (9,550)
Total comprehensive (expenses) TH2E () WAEE
income for the period - - - - - - - (9,550) 39,593 30,043 (101) 29,942
Effect of capital reduction h:l w7 (103571) - - S (i1 - - - - - - -
At 30 June 2016 RZE-~§7A=1A 2,114 349,902 188,957 63 103,57 56,223 - 16,328 161,346 878,504 (1,486) 877,018
At 1 January 2017 RZE-t§-A-A 2,536 368,949 188,957 63 103,57 5,223 - 116 195,959 916,374 5400 913834
Profit (loss) for the period THEH (BE) - - - - - - - - 4011 4011 (%) 3913
Other comprehensive income: EhRERA
Fair value gain on available-for-sale ARLERE AT BN
investment - - - - - - 2261 - - 2261 - 2,267
Exchange differences arising on BEENEHAEEL
translation of foreign perations EXZEE - - - - - - - 14,552 - 14,552 - 14,552
Total comprehensive income (expense) ~ AH2ERA (HF) 28
for the period - - - - - - 2,267 14,55 4,00 20,830 (98) 2,732
At 30 June 2017 RIE-tERA=1H 2,536 368,949 188,957 63 103,571 56,223 2,207 14,668 199,970 937,204 (2638) 934,566
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CONDENSED CONSOLIDATED STATEMENT OF

CASH FLOWS
FOR THE SIX MONTHS ENDED 30 JUNE 2017

FHRGERERERR

BE—F—+FNHA=FHINEA

Six months ended

BZETHBHIEAEAR
30.6.2017 30.6.2016
—E—+tF —E-RF
~NA=1+H NA=TH
(Unaudited) (Unaudited)
(REEZ) (REgFEZ)
HK$'000 HK$'000
FER FHET
Net cash (used in) from operating K FTS (FTRE) P15
activities: Re ) F8E:
Operating cash flows before RetEBELEHAI 2
movements working capital KEHSME 13,161 24,970
Increase in held-for-trading investments ~ #{E & &= & 1 hn (1,964) (19,490)
Decrease in loans receivable e E SR 3,695 16,048
Increase in inventories and GFERE R FEE
record masters (14,430) (2,780)
Other operating cash flows HMEERene (855) 6,341
(393) 25,089
Net cash from investing activities: WEFRBMSHRESFRE:
Purchases of property, BAME - BEREHE
plant and equipment (4,429) (2,374)
Purchases of available-for-sale BATHLERE
investments - (1,703)
Repayment from an — B A E
available-for-sale investee "EFER 18,132 2,372
Loans to available-for-sale investees BTAIHEE
WIREH ZEX - (2,013)
Loans to joint ventures BTYEERABIZER (1,002) (1,010)
Repayment from a joint venture —EEERNRER - 1,003
Placement of short term bank deposits & & HiR 1T 1F K (15,451) (9,787)
Withdrawal of short term bank deposits 32 B2 Hi4R 171 3K 8,985 39,561
Deposit paid for acquisition of B W — A A
a company ZE & - (10,000)
Other investing cash flows EMRERERE 3,103 1,085
9,338 17,134
Net cash used in financing activities: BEEBIREIRESIFE
Repayment of borrowings EBEEE (725) (6,000)
Repayment to related companies mEEBEBARER (5,592) (5,133)
Other financing cash flows HEmERenE (582) (413)
(6,899) (11,546)
Net increase in cash and ReRBFELEE
cash equivalents B ANEEE 2,046 30,677
Cash and cash equivalents at the My RekReEE
beginning of the period 165,574 120,747
Effect of foreign exchange differences INEZERTE 4,281 (1,969)
Cash and cash equivalents at the end of HAR ZIR& RIS H(E
the period represented by ARITE B ERIRE KRR
bank balances and cash 171,901 149,455
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NOTES TO THE CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS

FOR THE SIX MONTHS ENDED 30 JUNE 2017

GENERAL AND BASIS OF PREPARATION

The condensed consolidated financial statements have been prepared
in accordance with the applicable disclosure requirements of Appendix
16 to the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”) and with HKAS
34 "Interim Financial Reporting” issued by the HKICPA.

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been prepared
under the historical cost basis except for investment properties and
certain financial instruments, which are measured at fair values.

The accounting policies and methods of computation used in the
condensed consolidated financial statements for the six months ended
30 June 2017 are the same as those followed in the preparation of
the Group's consolidated financial statements for the year ended 31
December 2016. In addition, the Group has applied the following
accounting policies during the current interim period.

Non-current assets held for sale

Non-current assets are classified as held for sale if their carrying
amount will be recovered principally through a sale transaction
rather than through continuing use. This condition is regarded as
met only when the sale is highly probable and the non-current asset
is available for immediate sale in its present condition. Management
must be committed to the sale, which should be expected to qualify
for recognition as a completed sale within one year from the date of
classification.

Immediately before the initial classification as held for sale, the non-
current assets are measured in accordance with applicable Hong
Kong Financial Reporting Standards (the “HKFRSs”). Subsequent to
classification, non-current assets that are within the scope of the
measurement requirements of HKFRS 5 “Non-current assets held for
sale and discontinued operations” are measured at the lower of their
previous carrying amount and fair value less costs of disposal.

On disposal of the non-current assets, any gain or loss (calculated as
the difference between the net disposal proceeds and the carrying
amount of the non-current assets) is included in the profit or loss in
the period in which the assets are disposed of.
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SEGMENT INFORMATION

Information reported to the executive directors of the Company, being
the chief operating decision makers, for the purpose of resource
allocation and assessment of segment performance focuses on types
of goods or services delivered or provided.

Starting from the year ended 31 December 2016, the management
considered that gaming business (the “Gaming Business”) has become
a substantial operating activity to the Group and it is therefore
reported as a new reportable and operating segment. Figures in the
segment information for the six months ended 30 June 2016 have
been re-presented for comparative purposes. Expenses in relation
to the Gaming Business for the six months ended 30 June 2016
previously included in unallocated corporate expenses have been
represented and included in the segment loss of the Gaming Business.

The Group's reportable and operating segments are therefore as
follows:

(a) Gaming Business;

(b) Money lending (the “Lending Business”);

(0) Manufacturing and sales of printing products (the

“Manufacturing and Sales Business”);

(d) Artistes management, production and distribution of music
albums and movies (the “Music and Entertainment Business”);

(e) Property development and investment (the “Property
Business”), including properties development projects and
leasing and properties investments in the People’s Republic of
China (the “PRC"), mini storage business and office leasing
and properties investment in Hong Kong;

) Securities trading (the “Securities Trading Business”); and

(9) Trading of printing products (the “Trading Business”).
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3.

SEGMENT INFORMATION (Continued)

The following is an analysis of the Group’s revenue and results by
reportable and operating segment:

3. ZEEH (&)

REBIZAHMEREEN BB D 2 W R

EkBEDWT
Revenue Segment profit (loss)
iy 2% 2EERN (BE)
Six-month period ended Six-month period ended
BET5HBLEXRER BET3HBLEXREAR
30.6.2017 30.6.2016 30.6.2017 30.6.2016

—E—tF —ERF —E—tF —E-RF
~A=1+H ~A=1+H ~A=+H ~A=1+H
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RBEZ) (REEZ) (RBEZ) (REEZ)

HK$'000 HK$'000 HK$'000 HK$'000
FET FHET FET FHET
(re-presented)
(geE751)
Gaming Business i 972 - (14,029) (7,227)
Lending Business MEER 1,205 3,950 621 1,829
Manufacturing and Sales BUERIHE X
Business 192,495 249,256 22,991 25,690
Music and Entertainment B RIREERTE
Business 6,216 6,427 (1,086) 1,511
Property Business ES S 3,147 564 10,395 1,517
Securities Trading Business BEEEEL - - (10,156) 26,570
Trading Business BHE® 16,324 14,643 1,314 901
Total #Et 220,359 274,840 10,050 50,791
Bank interest income RATHEHA 512 545
Unallocated other income and R BEE AU A A K
other gains and losses E s R IEE 2 15
Unallocated corporate expenses KD B> (5,635) (7,005)
Unallocated share of results of RO ZEEEE
joint ventures NGIE S (3) -
Profit before taxation R 56 A& A 4,926 44,346

All of the segment revenue reported above was from external

customers.

ExXmiE 2z B S Bl RE MR
Eo
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SEGMENT INFORMATION (Continued)

Segment profit (loss) represents the profit earned/loss incurred by
each segment without allocation of bank interest income, unallocated
corporate expenses, unallocated other income and other gains and
losses and unallocated share of results of joint ventures. This is the
measure reported to the Group’s management for the purposes of

resources allocation and assessment of segment performance.

3. ZEEH (&)

HEEF (BB BEDERNZEN,E
EZER BRI EDERITAEMA
AL ADEEMBUBAARE

s R EEE RS2 BIEE B RARIE
Bt RAERDER D BERRFAMAR

EEEEEREZITEEZEE-

The following is an analysis of the Group's assets by reportable and AREFRAHREREESHEIADZEED
operating segment: vig CENE

30.6.2017 31.12.2016
—F—+&5 —ZE—RF
~NA=+H +-A=+—H
(Unaudited) (Audited)
(REEZ) (feEZ)
HK$'000 HK$'000
FHET FHEIT
Gaming Business PRLETS 3,599 8,254
Lending Business =i 33,648 37,295
Manufacturing and Sales Business BUENIHE X 282,302 285,627
Music and Entertainment Business EE P E 0 12,781 12,881
Property Business ES S 303,093 291,478
Securities Trading Business BHEEEL 138,460 148,338
Trading Business = 5)%%}’? 17,438 15,762
Total segment assets BABEE 791,321 799,635
Other assets HiEE 276,844 316,612
Assets classified as held for sale DERAFEHEZAE 41,959 -
Consolidated assets SAREE 1,110,124 1,116,247
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FINANCE COSTS 4. ®ERE
Six months ended
BZETHAMBMIEAEAR
30.6.2017 30.6.2016
—E—tF —E—REF
~AE=1+H ~NA=+H
(Unaudited) (Unaudited)
(REEXR) (REEER)
HK$’000 HK$'000
FET FHET
Interest on: IATFIERZFE
Bank borrowings and bank RITEE RIBITAOER
import loan 459 325
Amount due to a related company JEN — IR E R RIFIR 529 1,526
Obligations under finance leases MEREST 5 -
993 1,851
TAXATION 5. HIE
Six months ended
BZT5HMIEAER
30.6.2017 30.6.2016
—E2-t5F T —RF
SNA=+H ~A=+H
(Unaudited) (Unaudited)
(REEZK) (REEER)
HK$'000 HK$'000
FET FET
The charge comprises: T HBE:
Current tax for the period: ZERBDARFL 1A
Hong Kong B 2,785 3,022
The PRC e 87 1,832
2,872 4,854
Deferred tax credit R IEE R (1.859) -
Total HEt 1,013 4,854

BB NS TR M 8 B R 2 il 5t R ER AR
EAMIE IR E16.5%AE

Hong Kong Profits Tax is calculated at 16.5% on the estimated
assessable profit for both periods.

R (PBEEEMREBE) ([ (BEMRF
BE) 1) R ARERBREERGN)
R B AR 2R R25% -

Under the Law of the PRC on Enterprise Income Tax (the “EIT Law")
and Implementation Regulations of the EIT Law, the tax rate on the
PRC subsidiaries is 25%.
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PROFIT FOR THE PERIOD

6. AHEER

Six months ended

BETHABIENEAR
30.6.2017 30.6.2016
—E—tF —E—RE
ANAB=t+H ~A=1+H
(Unaudited) (Unaudited)
(REEFE®) (REEER)
HK$'000 HK$'000
FHET FAET
Profit for the period has been arrived =& AREHFI 23 (5HA) -
at after charging (crediting):
Depreciation of property, M- BE RRETE
plant and equipment 5,059 7,655
Amortisation of prepaid lease T 1H & IR 2 8
payments 359 463
Included in other gains and losses: T AE M s R &1
Net foreign exchange loss (gain) SNEETE (M) FEE 1,629 (1,100)
Allowance for bad and doubtful debts Rz Bk # & - 507
Change in fair value in REEEREZATEES
held-for-trading investments (Note) (Ktst) 10,053 (26,662)
Change in fair value in BEMEZ NTESE
investment properties (13,005) (2,000)
Change in fair value in MESMIAZATEZY
derivative financial instrument 2,837 (339)
Gain on disposal of property, LEWME - BRERZHE WS
plant and equipment (3,697) (444)
Loss on disposal of an HERHEERE 2 EE
available-for-sale investment 5,397 -
3,214 (30,038)
Included in interest income: STAFLEWA
Bank interest income RITABHA (512) (545)
Effective interest income from loan to  RE# T —BAHEERRER 2
an available-for-sale investee B2 BB S WA - (809)
(512) (1,354)
Note: The amounts included the net realised loss of approximately Bt - ZERIEBER AT B

HK$18,177,000 (six months ended 30 June 2016: net realised
gain of approximately HK$1,620,000) on disposal of held-for-

trading investments for the current interim period of which

the gross proceeds were approximately HK$36,954,000 (six
months ended 30 June 2016: approximately HK$13,794,000).
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HERIEEERENEER
E5 18 F RE#918,177,00058 7T
(BEz=—ZFT—X~"F~A=+H
IEAEA  BEBEREFED
1,620,000/ 7t) + A8 30IH
487 49 /436,954,000 7T (&
EZFE-RFRNA=tTHLR
1& A : 913,794,000 7T) °



DIVIDENDS

No dividends were paid, declared or proposed during both interim

periods. The Directors did not recommend the payment of an interim

dividend in respect of the current interim period.

EARNINGS PER SHARE

The calculation of the basic earnings per share attributable to the

owners of the Company for the current interim period is based on the

following data:

iz 2

B AR SR RSB IRE
FEARR 8. » 8 B TR B B B ARIR A
GETIE

BRER

KA HHRARREE ARIEERELR
M TIER AT BUBRETE -

Six months ended

BZETHAMBMIEAREAR
30.6.2017 30.6.2016
—E—tfF —E-RF
~NA=t+H ~NA=Z+H
(Unaudited) (Unaudited)
(REEZ) (REEER)
HK$'000 HK$'000
FET FHET
Profit for the purpose of AR EESREREF 2% F
basic earnings per share (B F)
(profit for the period) 4,011 39,593
30.6.2017 30.6.2016
—E—tF ZE—RF
~NB=+H ~A=+H
Number of shares BRHBEE
Weighted average number of AR EERERAET
shares in issue for the purpose of BB 1T I I F T AR £
basic earnings per share 253,639,456 211,369,456

No diluted earnings per share has been presented as there were no

potential ordinary shares outstanding during the current or prior

period.

AR B S B 1 B A BTSN 2 B
EEAEEK RYE2ISREERT -

Neway Group Holdings Limited f 2 & MiZRER D 7
Interim Report 2017 F #isR &



MOVEMENTS IN PROPERTY, PLANT AND

EQUIPMENT/INVESTMENT PROPERTIES
Property, plant and equipment

During the current interim period, the Group’s addition to property,
plant and equipment was approximately HK$5,223,000 (six months
ended 30 June 2016: approximately HK$3,344,000). The Group
entered into finance lease arrangements in respect of motor vehicles
with a total capital value of HK$630,000 at the inception of the leases
during the six months ended 30 June 2016.

As at 30 June 2017, properties, plant and equipment with an
aggregate carrying value of approximately HK$11,386,000 (31
December 2016: approximately HK$11,597,000) have been pledged to
bank to secure banking facilities granted to the Group and obligations

under finance leases.

Investment properties

The increase in fair value of investment properties of HK$13,005,000
has been recognised directly in profit or loss for the six months ended
30 June 2017 (six months ended 30 June 2016: HK$2,000,000).

The fair value of investment properties as at 30 June 2017 and 31
December 2016 have been arrived at on the basis of valuations carried
out by Citiland Surveyors Limited and Peak Vision Appraisals Limited
for properties located in Hong Kong. They are independent qualified

professional valuers not related to the Group.

The fair values were determined based on the direct comparison
approach assuming sale of each of these properties in existing state
and by making reference to comparable sales transactions as available
in the relevant market and adjusted for differences in the nature and
location or where appropriate by income capitalisation approach
deriving from the market rentals of all lettable units of the properties
and discounting at the market yield expected by investors.

As at 30 June 2017, all investment properties have been pledged to
banks to secure bank borrowing as stated in note 16 and general
banking facilities granted to the Group.
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V¥ BMERRZE REY
E2BE

Y- HERRE

RN BRERR A - AN SR @R & 495,223,000
BT (BEZE—A"E~NA=+THLEXE
A 1 #93,344,0008 70) 2 ¥ B E K&
B HEZ - "FNA=tTHILEAREAR"
AEBRABIURERELH AR
BT E R 1A 2 484 7N {E £630,00075

JT °©

R-ZT—+ENA=Z+H FHEEAHX
4911,386,0008 L (=T —AF+=A
=+—H8:#911,597,000/ 7T ) 2 ¥ % &
BERRECERTFRT EALEEME
BZBRITEERREMEBRTEMZIK
ﬁo

REWME

‘B 2 N F(EE HN13,005,000% 7T 2
HEREBE-_Z—tF A=+ ALANE
AZEZBR (B2 —X"FA=1+
B (7518 A : 2,000,000 7T) °

HEMER-_T—tFNAZFTHE-Z
—ANETZAZ+—BAZAFEDREX
BRAEMITER AR K EETHEERAAE
MR BEBZMEMETZEEMER-
L AR ABLAERBEEGERM  EHA
EEBEmE-

RVPEDENERLEEEE BT ERR
Bz BEDERTREE TE2EH
M5 LA S AL EIHE R 5 A Kt
HERUEZRERRAE = (MaHE) R
WABREEE BRITEANDEMRE
AHHEEUNHEESLIRKEE A
5 s KRR IAS A FE

R-ZE-—+FRA=TH MEREME
EEMTRITEAAEEHERRITER
(RHFR16ATh) R —RIRITEE 2R -



10. AVAILABLE-FOR-SALE INVESTMENTS/

10.

DERIVATIVE FINANCIAL INSTRUMENT
Available-for-sale investments

AHEERE TEER
IA
AHHERE

30.6.2017 31.12.2016
—E—tF —E—RF
NA=TH +=—A=+—8
(Unaudited) (Audited)
(REEZ) (&%)
HK$000 HK$'000
FBT FHET
Available-for-sale investments AIHHERERE:
comprise:
Club membership g 3,404 3,404
Unlisted equity securities AR B 2 IE LT RANES
established in the PRC measured BAFERE (HE230)
at fair value (Note (i) 16,869 14,143
Unlisted equity securities A B 2 IE LT RANES
established in the PRC measured BRRAETE (A7)
at cost (Note (i) 11,499 11,163
Unlisted equity securities B RBINK L 2 FE ETIRAR
established in Hong Kong and BE BKAGTE (W 0))
overseas measured at cost
(Note (i) 9,068 13,025
40,840 41,735
Categories for the reporting MEAREMNDEAATER:
purpose as:
Non-current assets EMBEE 23,971 41,735
Current assets MEVEE 16,869 -
40,840 41,735
Notes: Btat .
(i) On 27 February 2013, the Group signed a capital injection (i) NRZE—=FE-_A=++H" K

agreement with shareholders of IU)I| 2% 5 i &= A R A A
(unofficial English translation being Sichuan Yinghua Real
Estate Co., Ltd.) (“Yinghua”), which are all independent
third parties, to inject RMB10,000,000 (equivalent to
approximately HK$12,502,000) at the date of investment
in Yinghua, representing approximately 16.67% equity
interest of the enlarged paid-in capital of Yinghua. Yinghua is
principally engaged in the property development in the PRC.
Such investment is measured at fair value. The valuation of
investment in Yinghua was performed by an independent
qualified professional valuer. Details of the fair value
measurement of the investment in Yinghua are disclosed in
note 22.

In the opinion of the directors of the Company, the investment
in Yinghua is highly probable to be disposed of within twelve
months and accordingly the investment in Yinghua is classified
as a current asset.

SEHEN)|KEFMEFRA A
(IHERE]) 2R (23
BENE=ZH)REE M
REEEBRNEEEHEITE
A R #10,000,0007T (8% R4
12,502,000/870)  HHE RN R EF
HERIERNE G ERL16.67%K
- RERWEFERTRULEY
ERR - BHRENRFHETE
REEEENRENGHERBL
AEREEMEMET REER
HENIRENAFEFEZFBR
M 3E22FR B R -

ARABERR REEFMBER
RERAARENT _EARLEE
Htt - REEMENIRER D ER
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10.

AVAILABLE-FOR-SALE INVESTMENTS/
DERIVATIVE FINANCIAL INSTRUMENT
(Continued)
Available-for-sale investments (Continued)
Notes: (Continued)

(ii) As at 30 June 2017, the Group had investments in ten (2016:
ten) unlisted equity securities issued by private entities which
were held for an identified long term strategic purpose.
These available-for-sale investments are measured at cost less
impairment at the end of the reporting period because the
ranges of reasonable fair value estimates are so significant that
the directors of the Company are of the opinion that their fair
values cannot be measured reliably.

During the six months ended 30 June 2017, there was an
additional investment of HK$3,115,000 in an unlisted equity
security established in overseas. Moreover, the Group disposed
of an available-for-sale investment at a cash consideration
of HK$2,340,000 which resulted in a loss on disposal of
HK$5,397,000.

Derivative financial instrument

Further to the capital injection in Yinghua as stated above, on 27
February 2013, the Group advanced to Yinghua an unsecured interest-
free loan of RMB30,000,000 (the “Yinghua Shareholder’s Loan") and
signed a put option deed with the major shareholder of Yinghua,
who has 61.67% equity interest in Yinghua, pursuant to which the
Group has the right to dispose of the Group’s entire equity interest in
Yinghua through the disposal of an indirect wholly-owned subsidiary
which held the equity interest over Yinghua and the remaining
Yinghua Shareholder’s Loan at a consideration of the higher of RMB52
million or amount equal to 16.67% of the performance target (or
where the performance target is not available, the consideration shall
be deemed to be RMB52 million), in each case, less the repayment
of the Yinghua Shareholder’s Loan and the dividends received by the
Group during the period commencing from the date of the put option
deed and ending on the agreed cut-off date. The performance target
is based on cumulative sales proceeds accrued by Yinghua in respect
of a specific real estate project during the period from 27 February
2013 up to and including 26 February 2016 to be audited by an
independent auditor jointly appointed by the Group and the major
shareholder. The put option can be exercised within six months from
26 February 2016.
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mE: (#)
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BIRENHILAERETHTIA
—E-RE AR EETERAE
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RBEZZ—+tFXA=+
BIEANEARA AEBBHNKE
3,115,0007% 7T FA 1E /8 SNGK 37 #9 3E
EIRARES BN AEEBL
15 & 1 {E2,340,00058 7T H & A 4
HERE TEAMELELEEE
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fTEEMIA
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W18 A AR #52,000,0007T ) © TR SIS R
THREZEEHERRERZERREAE
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10.

AVAILABLE-FOR-SALE INVESTMENTS/
DERIVATIVE FINANCIAL INSTRUMENT
(Continued)

Derivative financial instrument (Continued)

On 26 February 2016, the Group entered into a supplemental put
option deed with the major shareholder of Yinghua and agreed as

follows:

1. the cut off date of the performance target was extended from
26 February 2016 to 31 December 2016; and

2. the exercisable period of the put option has been amended to
a period within 6 months from 31 December 2016.

On 30 June 2017, the Group entered into a second supplemental put
option deed with the major shareholder of Yinghua and agreed to
extend the exercisable period of put option to 31 July 2017.

The carrying amount of the put option at 30 June 2017 and 31
December 2016 is measured at fair value. As the maturity of the put
option is 31 July 2017 (31 December 2016: 30 June 2017), the fair
value of derivative financial instrument is classified as current asset for
reporting purposes. Black-Scholes option pricing model is used and
the following assumptions were used to calculate the fair value of put
option.

10. AHHERE TESHE

TEH(#E)

fTEE€mMIT A (&)
RoB—RNE-_A-+ B AEEEE
ERMEZ EERTATHRMHRR
B WHEmT

1. KRB EMEIEARR TR F
TACTAREEE T —REFt+
A=+—H: &

2. ROLEERM R T FE B EEET AR
—E-RE+-_A=t+—H#E A
AR

RZE—+FXA=Z+H AEEHEE
FHEZ T ERRETSLE — TR
REZL YR - 0 155 E 7% 3R HAE 6 R 17 {6 B
ERE-ZT—+FEA=+—Hik-

RERER T —tFA=F+BAR=F
—NEF+—A=+—HBWNEREBETIUAAF
B2 -HRRAHER =T —tFtA
=t—RB(ZE—R"F+ZA=+—H: =
T—+EXNA=ZTH) B BBEMs
MTESRITENAFTESEARBEE-
ROREE ATFESKRA T ReRTE
B KA TR RETER -

30.6.2017 31.12.2016

—E—iF —E-RF

NA=t+H +ZA=+—H

Equity value EEE RMB 14,670,000 RMB12,669,000
A K ¥14,670,000T AR #12,669,0007T

Exercise price (note a) 1IEE (Kfata) RMB30,000,000 RMB22,000,000
A K ¥30,000,0007T AR #22,000,0007T

Expected life of options T8 HA HA 8 4 5 1 month 6 months
—1@A ~MEA

Expected volatility (note b) TEERR 8 (M ath) 32.775% 26.263%
Expected dividend yield B AR B R 0% 0%
Risk-free rate & b R = 3.29% 2.85%

The Black-Scholes option pricing model requires the input of highly
subjective assumptions, including the volatility of share price. The
changes in subjective input assumptions can materially affect the fair

value estimate.

EHBRTEEAEEEASEIRRB
% BIERERE - TRHARERENE
B AT EEEREALE.
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10.

1.

AVAILABLE-FOR-SALE INVESTMENTS/
DERIVATIVE FINANCIAL INSTRUMENT
(Continued)

Derivative financial instrument (Continued)

Notes:

(a) On 24 July 2017, the Group served the notice to exercise the
put option. The exercise price is fixed at RMB30 million after
consideration of the performance target (as stated above) and
the repayment of Yinghua Shareholder’s Loan up to the date
the Group serving exercise notice on the put option (details of

which is disclosed in note 23).

(b) The expected volatility of the put option is based on the
historical daily share price movements of a set of comparable
companies over a historical period of 0.712 (31 December
2016: 0.712) year.

PROPERTIES UNDER DEVELOPMENT FOR
SALE

The properties under development for sale of the Group are situated
on the land located in the PRC.

The properties under development for sale are developed on the land
in the PRC owned by /EEMHEFMEMEZEAR AR (unofficial
English translation being Qingyuan Zhongging Property Development
Co. Ltd.) (“Zhong Qing”), a non-wholly-owned subsidiary of the
Company. On 18 June 2014, FIITHREHRLEEREGR DA
(unofficial English translation being Shenzhen Zhongxing Guosheng
Investment Development Co. Ltd.) (“Zhongxing Guosheng”), the
immediate holding company of Zhong Qing, initiated civil proceedings
against Zhong Qing in the People’s Court of Baoan District for the
repayment of the shareholder’s loan owing to Zhongxing Guosheng
of RMB23,479,330. On 19 June 2014, pursuant to an application
made by Zhongxing Guosheng to freeze and preserve assets of Zhong
Qing in the total value of RMB23,400,000, an order was granted by
the People’s Court of Baoan District to freeze and preserve the lands
owned by Zhong Qing during the period from 24 June 2014 to 23
June 2016 (the “Freeze Order”).
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11.

12.

PROPERTIES UNDER DEVELOPMENT FOR 1. SEREPYE (&)
SALE (Continued)
On 15 October 2014, the Group received the civil mediation document RZZE—MFE+A+REA AEEKRIE
dated 30 September 2014 and issued by the People’s Court of Baoan ZERARZERBELBRA-ZS—NFNA
District acknowledging that (i) both Zhong Qing and the Group =THHREARE - HRERG)TIEEAE
confirmed the shareholder’s loan was in sum of RMB23,479,330; E@ﬁﬁ&”ﬂﬁ%%ﬁkﬁ/\ﬁ‘ﬁ%B 479,330
(i) Zhong Qing agreed to repay to Zhongxing Guosheng of (PBEREREEFRE £ B R
RMB23,479,330 together with the interests accrued from 18 June 159&??@‘:?5.% B8 ARM23,479,330
2014 until the date of repayment within 15 days after the effective ToiBEE_E—UFENATNBREE
date of the civil mediation document; and (iii) if Zhong Qing fails AR A RiHT s RpE
to repay the amount stated in (i) in full on time, the Group has the REHBEBMMBZHE AXREEFZ
right to request Zhong Qing to pay default interests calculated at ERPBFXNEONE  @FTIER —
two times of the lending rate of the People’s Bank of China over the FPBRARRITEEMNEZMEFE-R
same period. The effective date of the civil mediation document is 15 EPMENERBBHA S —NE T A
October 2014. +HA-
On 27 May 2016, the Group received the assistance execution notice s /\iﬁﬁl R AEEEE
issued by the People’s Count of Baoan District to freeze and preserve BEL@ /ﬂm%ﬁZTynﬁjﬂﬂﬁLﬁﬂi
the land owned by Zhong Qing during the period from 15 June 2016 LRZZE—REXATHEAZ-_Z—NF
to 12 June 2019 (the “Updated Freeze Order”). ~A ‘T'_ H EA R 45 &ﬁﬁqﬂ/ﬁ%ﬁzi
([ EFRER]) °
At the date of this report, the shareholder’s loan has not yet been RAFREBR RBERRSERRERN-
settled by Zhong Qing. In the opinion of the directors of the Company, ARREERE BMRESEERER
the Updated Freeze Order is for the purpose of securing the Group's EEZEN BRPEEBEEEHEERMAE
rights and to ensure that Zhong Qing has sufficient assets to repay EEEEREER AL KRRAREER/
the shareholder’s loan to the Group. Therefore, the directors of the FERETMERREERHERE EF'
Company considered there is no impairment on both the properties BRI EREEEERRER 2 AR
under development for sale and the shareholder’'s loan. Zhongxing SO REBEMBELR ARZER 2 ZHRGE
Guosheng can withdraw the court order for the repayment of the S MARTPERR ZE(RDEHEE
shareholder’s loan and then release the Updated Freeze Order from i FETZRETIZRIN NRREA
the People’s Court of Baoan District at any time and Zhongxing AR ESHE W EBERIA%
Guosheng remains in control over Zhong Qing as its operations B 2
other than the construction on the land owned by Zhong Qing is not
affected by the Freeze Order or the Updated Freeze Order.
HELD-FOR-TRADING INVESTMENTS 12. HEEERE
30.6.2017 31.12.2016
—E—tF —E-RF
ANA=t+H +=-—A=+—H
(Unaudited) (Audited)
(REEZ) (&%)
HK$'000 HK$'000
F#& T FHET
Equity securities listed in Hong Kong &/ W A E 124,158 132,247
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13. TRADE AND OTHER RECEIVABLES,
PREPAYMENTS AND DEPOSITS/AMOUNTS
DUE FROM RELATED COMPANIES

The Group's credit terms of the Manufacturing and Sales Business
and Trading Business generally range from 60 to 90 days. A longer
period is granted to a few customers with whom the Group has a
good business relationship and which are in sound financial condition.
The Group allows an average credit period of 60 to 90 days to its
customers of the Music and Entertainment Business. The following
is an ageing analysis of the trade receivables net of allowance for
doubtful debts presented based on the invoice date at the end of the
reporting period.

13.

B RHMEBWFIE BN
REURT® EWREE
RNERE
AEERERHEEHURE SR &
EHIR — % A60E90H - SHEAEEE
RFEBMRAMBRR R EFTE
BREZEEN AEESERIRLET
B2 (EEBEFHR60E08 - IAT A
MR AR TR B 2512 B 5 R
HOH (BB REBEE) ER A -

30.6.2017 31.12.2016
—B—+tF —T-REF
NA=t+H +-A=+—H
(Unaudited) (Audited)
(REEZR) (&%)
HK$'000 HK$'000
F#ExT FET

Manufacturing and Sales Business BUERIHEEBURE HER:

and Trading Business:
0 - 30 days 0£30H 86,661 103,299
31 - 60 days 31£260H 15,249 14,441
61— 90 days 61£290H 6,689 12,186
Over 90 days HB3B0H 3,538 7,042
112,137 136,968
Music and Entertainment Business: B RIREEET

0 - 30 days 0Z30H 5,697 1,291
31 - 60 days 31260H 353 355
61 — 90 days 61£290H 316 211
Over 90 days #3390 H 1,205 1,212
7,571 3,069
Total trade receivables B 5 W IBLETE 119,708 140,037
Deposits with brokers’ houses IEHRATIF N 14,114 16,066

Deposits, prepayments and Al & TR FRIE Ko At FE W sk IE
other receivables 23,271 19,845
157,093 175,948
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13.

TRADE AND OTHER RECEIVABLES,
PREPAYMENTS AND DEPOSITS/AMOUNTS
DUE FROM RELATED COMPANIES
(Continued)

During the six months ended 30 June 2016, trade receivables of the
Manufacturing and Sales Business of HK$507,000 were impaired as
the counterparties had been in financial difficulties in repaying their
outstanding balances.

Amounts due from related companies are trade nature, unsecured and

interest-free. A credit term of 30 days has been granted to the related

13.

B RHMEBWFIE BN
REURT® EWREE

DNENE (F)

REEZT—X"FXA=+THILEAER"
AR SEFEEBELRBRTEF@BE
ERE  WEE RIHEEB 2B HEER
18507,000/%8 T & & °

EUBRERARREARESILE  BIERE
R -ZEWERATNERZEERNAR30
H e

companies.
30.6.2017 31.12.2016
—E—+tF —ZE-RF
NA=1+H +=ZA=+—H
(Unaudited) (Audited)
(REEXK) (&%)
HK$'000 HK$'000
TET FET
0 - 30 days 0%30H 337 465
31 - 60 days 31£260H 3 250
61— 90 days 61£290H 31 160
91 — 180 days 91£180H 176 355
Over 180 days HBiB180H 520 252
1,067 1,482
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14. TRADE AND OTHER PAYABLES AND 14. EFREMENTEUR

ACCRUALS/AMOUNT DUE TO A NON- E'ﬁ“l‘?‘fklﬁ/@ﬁ'— rE B B
CONTROLLING SHAREHOLDER OF A DAl —BIEERBEZE
SUBSIDIARY
An aging analysis of the trade payables presented based on the invoice NEHR IREZQH2HNE FIEN
date at the end of the reporting period is as follows: FIEZEREBOWNIT :
30.6.2017 31.12.2016
—E—+F ZE-RF
ANA=1+H +=ZA=+—H
(Unaudited) (Audited)
(REER) (&%)
HK$’000 HK$'000
FET FET
0 - 30 days 0%230H 34,051 25,187
31 - 60 days 31£260H 4,675 16,436
61— 90 days 61290H 2,147 6,869
Over 90 days B0 H 2,114 2,409
42,987 50,901
Accrued expenses and other payables &5 5/ I8 & H b fE (708 34,733 48,295
77,720 99,196
The amount due to a non-controlling shareholder of a subsidiary is FEN—REM B AT — B IEIERRIE R NIE A
unsecured, interest-free and repayable on demand. MK - R RBIRERKEE -
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15. AMOUNTS DUE TO RELATED COMPANIES 15. BB EQIARNRE

30.6.2017 31.12.2016
—ZET—tF ZTE—RF
NA=+H +=-—A=+—8
(Unaudited) (Audited)
(REER) (FeE=)
HK$000 HK$'000
FHERT FHT
Carrying amount that is repayable: AR AT HAfE (BB e BRE (A -
— within one year —R—FR 5,286 11,536
— over one year but less than — BB —FEIRREF
two years 1,162 43
— over two years but less than —BAMFEEIRAFE
five years 266 157
— over five years —HBBRATF 182 223
6,896 11,959
Less: Amount due for settlement B —FRIBENOSE
within one year (shown (B ARBHEEET)
under current liabilities) (5.286) (11,536)
Amount due for settlement R—FRINPENNSE
after one year 1,610 423
The amounts are unsecured and fixed-interest bearing at a range ZEFBREERIEZENT12%E30%2
from 12% per annum to 30% per annum. The related companies are BEEEMNERAS B -HEATHARNTES
controlled by the father of Mr. Suek Ka Lun, Ernie, who is a director of BESE A 2 AR o

the Company.

16. BORROWINGS 16. B8
The bank borrowings are secured and carry interest at the Hong Kong WITEE AR IZBESRITRIER
Inter-bank Offered Rate plus 1.85% to 2.5% per annum. B N1.85%%&2.5% 7 FF| K5t 8 -
Details of the pledged assets for the secured bank borrowings are BRBEMBEITEENCEREE XIS
disclosed in note 9. M FEIR KRR
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17. DEFERRED TAXATION 17. EEFHE

The following are the major deferred tax liabilities and asset recognised NTRAERAESEE M ABFEEERZ T EIE
and movements thereon during the current and prior periods: ERMEAEREENREES):
Change in
Accelerated fair value of
tax Tax  held-for-trading
depreciation losses investments Total
FEHERE
MERBHE HEEE AVEZD @zt
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET TR

At 1 January 2016 and 30 June 2016 RZE-"¥-A—-HRk
—E-

NEAA=TH 3,838 (161) - 3,677
(Credit) charge to profit or loss (BA)MBAHER
for the period (943) (3,518) 12,627 8,166
At 31 December 2016 RZE-RETZA=1+—-H 2,895 (3,679) 12,627 11,843
Credit to profit or loss for the period BARBESR - (891) (968) (1,859)
At 30 June 2017 RZE—+tFXA=1H 2,895 (4,570) 11,659 9,984
18. SHARE CAPITAL 18. A
Number Share
of shares capital
B8 E ;&N
HK$'000
FHET
Ordinary shares of HK$0.01 each FIEE0.01B T 2 L@
Authorised: JETE
At 1 January 2017 and RZTE—+F—-—A—AK
30 June 2017 —ZT—+tFXA=+H 50,000,000,000 500,000
Issued and fully paid: EBITREAR
At 1 January 2017 and RZTE—+tF—A—HAK
30 June 2017 —ET—+tFXA=+H 253,639,456 2,536
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19.

DEPOSITS FOR LAND USE RIGHTS/ASSETS
CLASSIFIED AS HELD FOR SALE

On 17 March 2017, the Group entered into a compensation
agreement and a state-owned land swap agreement with the
Qingyuan government and Qingyuan Hi-tech Zone Management
Committee (the “Committee”) pursuant to which the Committee
agreed to pay the compensationary payment to the Group with an
amount of RMB45,009,700 together with certain land use rights
located in Qingyuan in exchange of the deposits for land use rights,
certain construction in progress properties and certain land use rights
held by the Group (the “Transaction”). The Transaction was approved
by the shareholders of the Company at the special general meeting
held on 9 June 2017.

The directors of the Company considered the Transaction to be highly
probable to complete within twelve months and thus, the relevant
assets included in the Transaction are classified to assets classified as
held for sale in accordance with HKFRS 5 “Non-current assets held for
sale and discontinued operations”. Details of the relevant assets as at
30 June 2017 are as follows:

19.

Tt ERAETE P EAR
EHEMEE

RZT—tEF=A++tA AEHEHEER
BERER SRR RMEEREEEE
Z8g ([£8g])sl L —TEEERZME
BT ERRE B ZEEREREAE
B E S AR #45,009,7007T & R {1
REENE T HHERE UXBRAER
BEZIwERE S BETEEREDER
BT ERE((ZR5]) - ZX5ER
TE—EFRNANBRITZERERFIAE
FEARRRREHRAE

RRREERRZRHEE RN+ &
AR - B X5 AMBRNERE
ERBEEBWHEREEREST [FHELE
MIERBEERKILREERT] D BRE
EHEEE-R-_T—+tFA=-+HEA
MEEMFIBENT

HK$'000

FHET

Property, plant and equipment L ERN & a 15,068
Prepaid lease payments FEANEERE 26,891
41,959

Moreover, deposits for land use rights of HK$17,425,000 is classified
as current assets as at 30 June 2017 because the directors of the
Company considered that the Transaction is highly probable to
complete and such deposits will be recovered within twelve months.
Accordingly, such deposits are classified as current assets.

N R —t&FNA=+8  LiER
R 417,425,000 Tt A REEE -
BN ARREERAZR 5HIHHE ] &
TR RERBETEEN @A RYE -
bt BEFT WO HAREEE-

Neway Group Holdings Limited # 2 & MiZRER D 7

Interim Report 2017 F #isR &



20. CAPITAL COMMITMENTS 20. BEREIE

30.6.2017 31.12.2016
—E—+F —E-RF
ANA=1+H +ZA=+—H
(Unaudited) (Audited)
(REER) (FeE=)
HK$'000 HK$'000
FET FHT
Capital expenditure contracted for ERATEIBRTL
but not provided for in BREGREE P BREH
the condensed consolidated REBEHBE2ARFAR
financial statements in respect of:
— acquisition of property, —WEME BB R
plant and equipment 868 1,949
- prepaid lease payments — R EZEMNEERE
in the PRC 12,073 11,720
— capital injection in an —MAHEEREE T TE
available-for-sale investee 9,367 12,406
22,308 26,075
21. RELATED PARTY TRANSACTIONS 21. BEALIRS
(a) Apart from the amounts due from/to related companies as (a) MM 132150 B E M EY
disclosed in notes 13 and 15 respectively, during each of the FENBEATIREBIN REE_Z
six months ended 30 June 2017 and 2016, the Group had —tFERZTE-REXA=THIE
entered into the following significant transactions with related B B & EARS - AN B HR RS E N B
companies: ETTIERRS:
30.6.2017 30.6.2016
—E—+F —ZE-RF
ANAB=t+H ~A=+H
(Unaudited) (Unaudited)
(REER) (REEER)
HK$'000 HK$'000
THET FHET
Licensed fee income W i B WA (B3t )

(Note i) 700 600
Sales of goods (Note /) mEEm (M) 80 2
Rental income (Note i) e A (#azi) 2,261 -
Office rental expenses (Note [) #AEMREFE S (Hati) 180 180
Premise rental expenses WERESRAXZ (M)

(Note i) - 500
Finance costs (Note /) BERKA (Hati) 529 1,526
Consideration received for HETHEERECWNRE

the disposal of (Biazii)

an available-for-sale

investment (note i) 2,340 -
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21. RELATED PARTY TRANSACTIONS (Continued)

(a)

(b)

(Continued)
Notes:

(i) The transactions were carried out with related
companies which are controlled by the father of Mr.

Suek Ka Lun, Ernie.

(ii) The transaction was carried out with a related
company, which is beneficially owned by Mr. Suek Ka
Lun, Ernie.

Compensation of key management personnel
The remuneration of the directors and other members of

21.

BAEALXS (&)
@ &
CE

(i) ZERSHERERRS

(ii) ZR 5T EAEER L
BamE 2 —HEERT

(b) EEEBABZHM
ARREERRBEBEBABR

key management of the Company during the period was as RERA Z F BT
follows:
30.6.2017 30.6.2016
—E—tF —E-RE
~NB=+H ~A=+H
(Unaudited) (Unaudited)
(REEFER) (REEEZ)
HK$'000 HK$'000
FTHERT FAET
Short-term benefits EHRF 4,726 3,315
Post-employment benefits BERL 218 A 82 45
4,808 3,360
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22. FAIR VALUE MEASUREMENT OF FINANCIAL 22. eRMITAZAFEFE

INSTRUMENTS

Fair value of the Group's financial assets that are AEBREEMEER NFEE

measured at fair value on a recurring basis HECZERmEES2LAFEE

Some of the Group’s financial assets are measured at fair value at the REBLHLHEENSHEPARIZAT

end of each reporting period. The following table gives information BiftE - TRIIWLEEHMETXESREE

about how the fair values of these financial assets are determined (in NEEZAE(LERFBZEERN R

particular, the valuation technique(s) and inputs used), as well as the BABE) URRATFERBELR (EFIR

level of the fair value hierarchy into which the fair value measurements BEALEASAESEHASEAJEREZEEN
are categorised (levels 1 to 3) based on the degree to which the inputs T EAENEAFE EBEF=-B) 2E&F -
to the fair value measurements is observable.

. Level 1: fair value measurements are those derived from o F—EB:UHREESBELE LR
quoted prices (unadjusted) in active market for identical assets TS RE (RKHFBE)FE L F
or liabilities; 1B

. Level 2: fair value measurements are those derived from inputs . EF_E-UNEESBBEITEES
other than quoted prices included within Level 1 that are RIS (BMER) S EZEBRE
observable for the asset or liability, either directly (i.e. as prices) (BEBEL) 2BAZSE (F—/E
or indirectly (i.e. derived from prices); and et RERIN TE QA FE:

&

. Level 3: fair value measurements are those derived from . F=F:UEERTtEAFE
valuation techniques that include inputs for the asset or BEEEMBREEESBEIWIELAT
liability that are not based on observable market data ERRTTIS S AR A A A
(unobservable inputs). B (B Rg ASE) -

Fair value Valuation techniques

Financial assets Fair value as at hierarchy and key input(s)

tREE RTSIBHZATE AVERE AERTREIEGAYE

30.6.2017 31.12.2016
“E—tF ZE-RE
~A=t+AH +ZA=+—-8
HK$'000 HK$'000
TR TR
Held-for-trading investments 124,158 132,247 Level 1 Quoted bid prices in an active
HIEEERA B1E market
ERWS L2 EANRE
Available-for-sale investments 3,404 3,404 Level 2 Quoted bid prices in
Club membership £2E secondary market

AHHERE W5 L2 BEARE

emes

Available-for-sale investments in equity securities 16,869 14,143 Level 3 Adjusted net asset value of

established in the PRC measured at fair value #3E Yinghua as at end of

BATEFEZRAPERLZ each reporting period

RAFHZAREERE (note i)
REREBRAZ RERMEL
RBEERE (Witi)
Derivative financial instrument 7,851 10,416 Level 3 Black-Scholes option pricing
TEERMIA #3E model (note i)
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22,

23.

FAIR VALUE MEASUREMENT OF FINANCIAL

INSTRUMENTS (Continued)
Fair value of the Group’s financial assets that
are measured at fair value on a recurring basis

(Continued)
Notes:
(i) The key inputs of valuation of available-for-sale investments

at fair value included (a) fair value of properties under
development for sale (which is based on residual approach
with key inputs of market prices of properties not yet
presold and contracted prices of properties presold with
expected profit margin of 6% and discount rate of 10%)
net of deferred income for pre-sale of properties and (b)
marketability discount of 10%.

Except for the fair value of properties under development for
sale, the fair value of the other assets and liabilities (except
the deferred income for pre-sale of properties) of Yinghua in
the statement of financial position as at 30 June 2017 and 31
December 2016 approximate their carrying values.

(ii) The key inputs in the Black-Scholes option pricing model are
disclosed in note 10.

There were no transfers amongst Level 1, Level 2 and Level 3 in both

periods.

The directors of the Company considered that the carrying amounts
of financial assets and financial liabilities recorded at amortised cost in
the condensed consolidated financial statements approximate their fair
values.

EVENTS AFTER THE REPORTING PERIOD

On 24 July 2017, the Group served the exercise notice to the major
shareholder of Yinghua to exercise the put option. Completion has not
yet taken place up to the date of this report. Details of which are set
out in the announcements of the Company dated 27 February 2013,
26 February 2016, 4 March 2016, 29 December 2016, 30 June 2017
and 24 July 2017.

22.

23.

EMITAZAFEHE
()
ARBREEUEERAT
BN ECSMEAEZATE
()

Wt

(i) BAVEMBZAHEEREZE
EfESHABESB@QFEER
Y2 AFE (ERFESRE I
MM AREEMENTSERRE
BEMENTOEBERTRHA
i TEEE N K 6% kI E R
7310% ) RTEE MR 2 BB A
K2(b)10% Y 11 35 7 38 1 97 2

REEERTPMEZATEIN B
ZE—+tFRNAZHHERZZE—RN
FHZA=+—AMBBRREP
FImRERMEEMEERAEN
NTE (FEEWERTE B ARSI
B % 2 BREEAES -

(ii) EHMEEEEAZ I RE AR
P FE 107 32 5 -

RRESRE £—E F_EBRE=E2H
i3

ARBEZRRE RWEHKAI A BALS
EYBmRZEREELSRAB KA
SRENTEMES-

REMEEE

R-ZB—+FLA-+ME AEEHE
EERMEFZERRFHITFERAOEUT
FRmAE - BREEEEARS AW
R -BRAFBEHNRARTAHR T
—=%-_A=Z+tH - ZZ—X~"F=A
—t+ARBE ZE-AF=ZAmA - ZT—RX
F+-_A=-thBH ZZT—tFXA=+
AR—ZFE—+tFLtA-FTMHAZRAER-
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INTERIM DIVIDEND

The board (the “Board”) of directors (the “Directors”) of Neway
Group Holdings Limited (the “Company”) does not recommend the
payment of an interim dividend for the six months ended 30 June
2017 (the "Period”) (six months ended 30 June 2016: nil).

REVIEW OF OVERALL FINANCIAL RESULTS

For the Period, revenue of the Group amounted to approximately
HK$220.4 million (six months ended 30 June 2016: approximately
HK$274.8 million), representing a drop of approximately 19.8% as
compared with the six months ended 30 June 2016.

Gross profit for the Period amounted to approximately HK$76.0
million (six months ended 30 June 2016: approximately HK$81.6
million). Gross profit margin improved by approximately 4.8
percentage points to approximately 34.5% for the Period (six months
ended 30 June 2016: approximately 29.7%).

Profit for the Period dropped by approximately 90.1% to HK$3.9
million (six months ended 30 June 2016: approximately HK$39.5
million), which was mainly due to: (i) the net fair value loss from
held-for-trading investments of approximately HK$10.1 million (six
months ended 30 June 2016: net fair value gain of approximately
HK$26.7 million); and (ii) loss arising from the disposal of a subsidiary
of approximately HK$5.4 million (six months ended 30 June 2016:
nil). Such decrease in profit has been partially offset by the gain in
fair value of investment properties of approximately HK$13.0 million
recorded during the Period (six months ended 30 June 2016: HK$2
million). These factors will be further explained below.
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REVIEW OF OPERATIONS AND PROSPECTS
Gaming Business

The Gaming Business, which attracted increasing management
attention and financial and human resources from the Group during
the past two years, has been presented as a new business segment
since the year ended 31 December 2016. Marketing and promotion
were the focuses of the Gaming Business in 2017. During the
Period, the Group devoted more resources to promote its products
and enlarge the international distribution network. The Group also
actively participated in various international gaming exhibitions and
technical sharing events to increase the exposure and raise awareness
of the brand and products to potential customers. During the Period,
the Group further deployed its products to Singapore and built up
business connections in more than 10 countries or regions, including
but not limited to Peru, Colombia, Serbia, Macau and Cambodia. The
Group is working with its suppliers and game developers closely with
an aim to push forward the deployment schedule.

Meanwhile, the Group has been actively seeking co-operation
opportunities with various software design companies or individual
game developers through its self-developed platform to enrich
the content of its games and expand the distribution network in
the global market. The Group is also actively recruiting sales and
marketing personnel in order to reach out to more overseas customers
and promote its brand and products.

During the Period, in order to concentrate the resources in the
expansion of distribution network, the Group has disposed of the
internet gaming and social media related businesses to a related party
and a loss on disposal of HK$5.4 million was recorded.

Lending Business

The Lending Business included the financial leasing business in
Shanghai and the money lending business in Hong Kong. For the
financial leasing business in Shanghai, no transaction was conducted
during the Period, and the Group is still in search for deals with
potential.

For the money lending business in Hong Kong, the Group’s loan
portfolio was approximately HK$33.1 million as at 30 June 2017 (31
December 2016: approximately HK$36.8 million). The customers of
the business included both individuals and corporate entities and the
majority of loans was secured by Hong Kong properties. No default
has been recorded since the commencement of the business and the
majority of the interest income was received on time.

CEBOERAIR

2z 180 3R 75

RBEME NEEEEREYERER
HBDERE NE BT MIRRE % M
BRANERRBBAEY ERXHCA
HE_ZT-—R"E+_A=1+—HILFE
RIERMEBHIB2I - ZHEEBER
BEEBR T —HFNER - AHA
AEERMEZERETE mERNE
REIR D S - AR EMEEH S EA
[F) ) B R 2 8 R BE B 1 AT 20 08 B - IA
ENmEEEMNBEEEFPHNBILER
REMAE - AR AEBEE—FHE
EmDSHEN NS WRE+EBERNK
MR XBRE  BRENRRWE -
b - ERMED RPIMRIFE K
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33,100,000 T (ZE—RF+A
=+—H 436,800,000/ 1) - £/~
XEFREEARTGHXER mMAISLE
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During the Period, the loan interest income decreased by
approximately 69.5% to approximately HK$1.2 million (six months
ended 30 June 2016: approximately HK$4.0 million). The decrease
in loan interest income was mainly due to the lower amount of
loan receivables maintained during the Period in view of the keen
market competition and the tightened risk assessment on lending
ratio and valuation of properties. The Group will actively seek for
new customers and allocate more financial resources to expand
this business in the future. The Group will also closely monitor the
repayment abilities of borrowers and perform risk assessments on
each loan application in a prudent way.

Manufacturing and Sales Business

Segment profit margin of the Manufacturing and Sales Business for
the Period was approximately 11.9% (six months ended 30 June
2016: approximately 10.3%). The improvement in segment margin
was mainly due to the following reasons:

(i) The ratio of total staff costs and related expenses to sales
remained stable as compared with the six months ended 30
June 2016. In response to the decrease in revenue during the
Period, lesser manpower was used and production efficiency
was continuously boosted to maintain the ratio of total staff
costs to sales.

(ii) the Group recognised a gain on disposal of plant and
equipment of approximately HK$3.7 million during the Period
(six months ended 30 June 2016: approximately HK$444,000);
and

(iii) in order to reduce wastage and material consumption, the
Group took various measures to control materials usage and
other costs since 2015. These measures were reviewed by
the management and respective department head through
continuous checking against various pre-set key performance
indicators. The material consumption ratio dropped by
approximately 6% as compared with the six months ended
30 June 2016. Apart from the continuous material control
measures adopted, the change of product mix and more
orders for higher profit margin products also led to a lower
material consumption ratio during the Period.
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More challenges are facing the printing industry, including but not
limited to (i) the increase in raw material prices; (ii) the increase in
labour cost in Shenzhen; and (iii) the various stringent environmental
requirements imposed in Shenzhen which may adversely affect the
Group’s printing business as a whole. To cope with the challenges
facing the printing industry and to maintain the positive results
achieved in the first half of 2017, the Group will continue to put
more efforts in the following areas in the second half of the year:
(i) efficiency and effectiveness enhancement by streamlining the
production process of its factories so as to reduce operation and
production wastage; (ii) talent recruitment, provision of value-added
services and upgrade of its technology infrastructure; (iii) enhanced
quality management of its products, expanding market share to cover
high value products and securing a foothold in the paper shopping
bag market; and (iv) sourcing and testing the quality of alternative
materials and negotiating more favourable terms with vendors.

Other matters

On 17 March 2017, a wholly-owned subsidiary of the Company,
which owns two parcels of land in Qingyuan City of the People’s
Republic of China (the "PRC") (the "Existing Land”), signed the land
swap agreement and the compensation agreement with the Qingyuan
government to swap the Existing Land with a new parcel of land
in Qingyuan City and certain compensatory payment. The Group’s
original plan for the Existing Land was to construct certain printing
factories on it for the Manufacturing and Sales Business. The land
swap arrangement was approved by the shareholders of the Company
at the special general meeting held on 9 June 2017. As at the date
of this report, the Group has received the compensatory payment
of approximately RMB45.0 million from Qingyuan government and
the application for the land use right certificate of the new land is in
progress.

Music and Entertainment Business

Segment loss of the Music and Entertainment Business for the Period
was approximately HK$1.1 million (six months ended 30 June 2016:
segment profit of approximately HK$1.5 million). Such swing from
profit to loss was mainly resulted from the absence of investment
return from the PRC movies during the Period as compared to the
return of approximately HK$2.6 million recorded during the six
months ended 30 June 2016. The performance of the entertainment
business of the Group in Hong Kong remained stable during the
Period.

To improve the segment performance, the Group will allocate more
resources in talent cultivation and further invest in concerts and
shows organised in Hong Kong and the PRC. In view of the desirable
investment return realised during the year of 2016, the Group will
continue to invest in the PRC film and entertainment market and to
identify and evaluate potential projects in the PRC and overseas.
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Property Business
Property Development Business

The Group had two property development projects as at 30 June
2017. One of the projects involved PO)I| HZE R E B R A A
(unofficial English translation being Sichuan Yinghua Real Estate
Co., Ltd.) (“Yinghua”) and was classified as an available-for-sale
investment of the Group. The other property involved J&#& M A&
FEiERIE AR QA (unofficial English translation being Qingyuan
Zhongqging Property Development Co. Ltd.) (“Zhong Qing”), a
non-wholly owned subsidiary of the Company.

Yinghua held the land use right of a parcel of commercial land in
Chengdu. The related property consisted of both residential and
commercial units. As at 30 June 2017, the Group has received a total
repayment of RMB18 million in respect of shareholder’s loan injected
to Yinghua in 2013. The Group received a further loan repayment
of RMB4 million in July 2017. On 24 July 2017, the Group served
an exercise notice to Kwong Da Enterprise Limited (“Kwong Da"),
a Hong Kong company which indirectly owns 74% equity interest
of Yinghua, to exercise the put option to request Kwong Da to
acquire the entire issued share of a subsidiary of the Group which
indirectly owns 16.67% of Yinghua at the put option consideration of
RMB30,000,000. The completion shall take place within 170 days (or
such other date as agreed by both parties) from the date on which the
exercise notice was served.

Zhong Qing held the land use rights of two parcels of commercial
land in Qingyuan. On 18 June 2014, FIIF 2BIXE EERE AR AR
(unofficial English translation being Shenzhen Zhongxing Guosheng
Investment Development Co. Ltd.) (“Zhongxing Guosheng”), a
wholly-owned subsidiary of the Company, initiated civil proceedings
against Zhong Qing in the People’s Court of Baoan District for, among
other matters, the repayment of the shareholder’s loan contributed
by Zhongxing Guosheng in an amount of RMB23,479,330 (the
“Litigation”). On 19 June 2014, pursuant to an application made
by Zhongxing Guosheng to freeze and preserve the assets of Zhong
Qing in the total value of RMB23,400,000, an order was granted by
the People’s Court of Baoan District to freeze and preserve the two
parcels of land owned by Zhong Qing from 24 June 2014 to 23 June
2016 (the “Freeze Order”). The Freeze Order aimed to ensure that
Zhong Qing has sufficient assets to repay the shareholder’s loan to the
Group.
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Two hearing sessions of the Litigation were held on 18 August 2014
and 25 September 2014 respectively. On 15 October 2014, the
Group received a civil mediation document dated 30 September 2014
and issued by the People’s Court of Baoan District, acknowledging
that: (i) the Group and Zhong Qing confirmed that Zhong Qing was
indebted to Zhongxing Guosheng in the sum of RMB23,479,330;
(i) Zhong Qing agreed to repay to Zhongxing Guosheng the sum of
RMB23,479,330, together with the interest accrued from 18 June
2014 to the date of repayment, which was within 15 days of the
effective date of the civil mediation document; and (iii) if Zhong
Qing fails to repay the agreed amount, Zhongxing Guosheng shall be
entitled to request Zhong Qing to pay default interest calculated at
two times of the lending rate of the People’s Bank of China over the
same period.

As advised by the Group’s PRC legal advisers, the effective date of
the civil mediation document was 15 October 2014 and thus, the
deadline for repayment by Zhong Qing was 30 October 2014. As at
the date of this report, Zhong Qing has not repaid the outstanding
shareholder’s loan and accrued interests to Zhongxing Guosheng.

On 27 May 2016, Zhongxing Guosheng submitted an application to
the People’s Court of Baoan District for the extension of the period
covered by the Freeze Order and the application was accepted by the
court. The extended period covered by the Freeze Order was from
13 June 2016 to 12 June 2019. The management of the Group is
monitoring the market condition and assessing all the relevant costs
that would be incurred in resolving the land freezing matter and no
further action has been taken by the Group as at the date of this
report. The Group will closely monitor the negotiation progress with
the business partners and will take further legal actions to protect the
Group's interests as and when appropriate.

Property Investment Business

The property investment business included (i) the mini storage
business operated by a wholly-owned subsidiary of the Company; (ii)
the office leasing business operated by a joint venture; and (iii) the
leasing of certain commercial units to a related company by a wholly-
owned subsidiary of the Company during the Period.
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Mini storage business

The Group has renovated the ground floor, 1st floor, 2nd floor and
half of the floor area of the 4th floor of a self-owned industrial
building in Fanling (the “Fanling Building”) in 2014 for the operation
of its mini storage business. As at 30 June 2017, the occupancy rate
of the storage units increased to approximately 80% (31 December
2016: approximately 68%). During the Period, more resources were
put in place for inspecting, improving and maintaining the conditions
and safety level of the mini storage floors and the whole Fanling
Building. The Group will continue its marketing efforts put in this
business in order to uplift the occupancy rate of the Fanling Building
in the future. The Group will also pay close attention to the recent
development of the regulations imposed on the mini storage industry.

Based on the Group's accounting policies, the properties used for mini
storage business were classified as investment properties and carried
at fair value as at 30 June 2017. A fair value gain of approximately
HK$9 million was recorded in “other gain and loss” during the Period
(six months ended 30 June 2016: HK$2 million).

Office leasing business

The office leasing business, being the operation of a business service
centre in Kwun Tong, Hong Kong, is operated by Estate Summit
Limited, a joint venture of the Group and an independent third party
with extensive management and operating experience. The business
service centre, namely “Prime Business Centres”, commenced
operation in September 2015. As at 30 June 2017, approximately
71% (31 December 2016: approximately 61%) of the units was
rented out. The Group will devote more marketing efforts to boost
the occupancy rate of the business service centre.

Properties leasing and investment

The Group acquired the entire share capital of Supreme Cycle Inc.
("Supreme Cycle”) from a related company on 30 November 2016.
The principal activities of Supreme Cycle are investment holding and
property investment and its principal assets are commercial properties
situated in Yuen Long, Hong Kong (the “Yuen Long Properties”). The
Yuen Long Properties have been leased to a related company of the
Group and operating as a karaoke outlet as at 30 June 2017. The
increase in revenue of the Property Business was mainly due to the
revenue generated from Supreme Cycle.
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Based on the Group's accounting policies, the Yuen Long Properties
were classified as investment properties and carried at fair value as
at 30 June 2017. A fair value gain of HK$4 million was recorded in
“other gain and loss” during the Period (six months ended 30 June
2016: nil).

Securities Trading Business

During the Period, the Group recorded a fair value loss of
approximately HK$10.1 million (including a realised loss of
approximately HK$18.2 million) and a dividend income of
approximately HK$13,000 in respect of Hong Kong listed securities
held by it.

Further information of the Group’s available-for-sale investments and
held-for-trading investments as at 30 June 2017 is set out below:
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value as at 30 June 2017
EEEEARE
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Wang On Properties Limited Held-for-trading Property development and 0.38% 91,104 9.7% 8.2%
(stock code: 1243) investment property investment
in Hong Kong
ERWEBRAA FIEEER REBNDEEER
(BRI REE - 1243) NERE
Equity investment in Yinghua Available-for-sale Property development 16.67% 16,869 1.8% 1.5%
investment in the PRC
REZFMENRIRE AHHERE RREENEER
Equity investment in Available-for-sale Overseas short term 1.96% 11,500 1.2% 1.0%
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accommodation booking
website
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Percentage to Percentage to

Percentage the Group’s  the Group’s

Principal of total unaudited unaudited

activities of share capital Carrying net assets  total assets

Form of invested held by amount as at as at as at

Description of investments Notes  investments companies the Group 30 June 2017 30 June 2017 30 June 2017
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Wang On Group Limited Held-for-trading property development, 0.46% 6,497 0.7% 0.6%
(stock code: 1222) investment property investment,
management and sub-
licensing of Chinese
wet markets, treasury
management and
production and sale of
pharmaceutical and health
food products
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Zhong Wei Capital, L.P Available-for-sale Offshore investment fund 1.7% 6,216 0.7% 0.6%
investment
Zhong Wei Capital, P AREERE BRREES

Other investments

HitRE
Club membership Available-for-sale -nfa- 3,404 0.4% 0.3%
investment

EdiikE AHHERE A

Other equity investment, (@) Available-for-sale -nfa— 2,852 03% 0.3%
at cost investment

HipRARE - RKA NSRS A

Other equity securities listed b) Held-for-trading -n/a- 26,556 2.8% 2.4%
in Hong Kong investment

REB EmEEmRAES FIEEERE A

Total 164,998 17.7% 14.9%
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Notes:

(a) Equity investments carried at cost under the category of available-for-
sale investments represented the Group’s investments in a company
incorporated in overseas.

(b) Equity securities listed in Hong Kong under the category of held-
for-trading investments represented the Group’s investments in 19
companies whose shares are listed on the Main Board or the Growth
Enterprise Market of The Stock Exchange of Hong Kong Limited (the
"Stock Exchange”). Each of such investments has a carrying amount
that account for less than 5% of the Group’s unaudited net assets as
at 30 June 2017.

The Group will carefully study the market and the information related
to the prospective investees before purchasing any securities and will
closely monitor the performance of shares after purchase as well as
adjust the investment strategy in a cautious manner to minimise the
impact of market volatility as and when necessary.

Trading Business

Revenue from the Trading Business increased by approximately 11.5%
to approximately HK$16.3 million for the Period (six months ended 30
June 2016: approximately HK$14.6 million). The increase was mainly
attributable to (i) the increase in number of orders placed by the
customers of a trading company in Hong Kong, which is one of the
authorised dealers of 3M products in Hong Kong; and (ii) the increase
in revenue from the operation of neighborhood stores in the PRC.

The profit margin of the Trading Business increased by approximately
2 percentage points as compared with the same period last year. The
increase in profit margin was mainly due to the impact of tightened
cost control measures adopted by the Group since the year of 2016.
The Group will continue to devote extra resources to expand its sales
team in both Hong Kong and the PRC and broaden its customer base
and product mix.
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LIQUIDITY, CAPITAL RESOURCES AND CAPITAL
STRUCTURE

As at 30 June 2017, the Group had cash and cash equivalents and
short-term bank deposits of approximately HK239.6 million (31
December 2016: approximately HK$227.3 million). Current ratio
stood at 4.6 (31 December 2016: 3.7), indicating an ample cash flow
and a stable liquidity position as at 30 June 2017.

As at 30 June 2017, the total borrowings amounted to approximately
HK$67.8 million (31 December 2016: approximately HK$73.7 million).
Gearing ratio was 7.3% as at 30 June 2017 (31 December 2016:
8.1%), which is calculated by dividing the Group’s total borrowings by
the Group's total equity of approximately HK$934.6 million as at 30
June 2017 (31 December 2016: approximately HK$913.8 million) then
multiplying by 100%.

The Group's total borrowings included: (i) the amounts due to
related companies of approximately HK$6.9 million (31 December
2016: approximately 12.0 million); (ii) finance lease obligations of
approximately HK$0.3 million (31 December 2016: approximately
HK$0.4 million); and (iii) secured bank borrowings of approximately
HK$60.6 million (31 December 2016: approximately HK$61.3 million).
The amounts due to related companies are repayable according to
the schedule as disclosed in note 15 to the condensed consolidated
financial statements and bear fixed interest rates ranging from 12%
to 30% per annum. The secured bank borrowings were payable
within six years and carried interests at the Hong Kong Inter-bank
Offered Rate plus 1.85% to 2.5% per annum. The finance lease
obligations represented leases of certain motor vehicles for a term of
less than three years at a fixed interest rate of 2.8% per annum.

All borrowings were denominated in Hong Kong dollars (“HK
dollars”) and the majority of the cash and cash equivalents were
denominated in Renminbi, HK dollars and United States dollars (“US
dollars”).
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As at 30 June 2017, the working capital of the Group amounted to
approximately HK$587.9 million (31 December 2016: approximately
HK$508.0 million), which primarily comprised inventories and record
masters and properties under development for sale of approximately
HK$94.6 million, trade and other receivables, prepayments and
deposits of approximately HK$157.1 million and cash and cash
equivalents and short-term deposits of approximately HK$239.6
million, less trade and other payables and accruals of approximately
HK$77.7 million, tax liabilities of approximately HK$3.3 million and
the amount due to related companies of approximately HK$5.3
million.

The treasury and funding policy of the Group did not change
materially from that as disclosed in its annual report for the year
ended 31 December 2016.

FOREIGN EXCHANGE RISK

The Group’s sales and purchases were principally denominated in
Renminbi, HK dollars and US dollars. Except for Renminbi, there was
no significant fluctuation in the exchange rate between HK dollars
and US dollars throughout the Period. The management will closely
monitor the foreign exchange risk of Renminbi and identify any
significant adverse impact thereof on the PRC operations. The Group
will consider using appropriate hedging solutions if necessary. For the
Period, the Group did not use any financial instrument for hedging
purpose and did not have any outstanding hedging instrument as at
30 June 2017.

CAPITAL EXPENDITURE

During the Period, capital expenditure of the Group for property,
plant and equipment amounted to approximately HK$5.2 million (six
months ended 30 June 2016: approximately HK$3.3 million). The
increase was mainly attributable to the acquisitions of machinery for
production in the PRC and motor vehicles for business use.
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CAPITAL COMMITMENTS

As at 30 June 2017, the Group had capital commitments of
approximately HK$12.9 million (31 December 2016: approximately
HK$13.7 million) for the acquisition of property, plant and equipment
and prepaid lease payments which had been contracted for but had
not been provided for in the financial statements. The Group did
not have any capital commitment for the acquisition of property,
plant and equipment which had been authorised but had not been
contracted for in both periods. The Group expects to finance the
capital commitments by internal resources.

CONTINGENT LIABILITIES

The Group did not have any material contingent liabilities as at 30
June 2017 (31 December 2016: nil).

PLEDGE OF ASSETS

As at 30 June 2017, the Group has pledged a leasehold building
and investment properties with an aggregate carrying value of
approximately HK$214.5 million to secure general banking facilities
granted to the Group (31 December 2016: approximately HK$200.7
million).

SHARE CAPITAL AND CAPITAL STRUCTURE

There was no change in the share capital and capital structure of the
Company during the Period.

HUMAN RESOURCES

As at 30 June 2017, the Group had approximately 1,550 full-
time employees (31 December 2016: approximately 1,540). Total
staff costs (including directors’ remuneration) for the Period was
approximately HK$69.7 million (six months ended 30 June 2016:
HK$76.3 million).

The remuneration schemes are generally structured with reference
to market conditions and the qualifications of the employees. The
reward packages for the staff in the Group are generally reviewed
on an annual basis, depending on the staff's and the Group’s
performance. Apart from salary payments, other staff benefits include
contributions to retirement benefit scheme, participation in share
option scheme and medical insurance for eligible employees. In-house
and external training programmes are also provided as and when
required.
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SHARE OPTION SCHEME

During the Period, no share option has been granted, exercised,
cancelled or lapsed under the share option scheme of the Company
adopted in accordance with Chapter 17 of the Listing Rules. As at 1
January 2017 and 30 June 2017, no share options were outstanding.

EVENTS AFTER REPORTING PERIOD

As disclosed above in the paragraphs headed “Property Development
Business”, on 27 February 2013, Dream Class Limited (a wholly-
owned subsidiary of the Company) (“Dream Class”) entered into a
put option deed with Kwong Da pursuant to which Kwong Da has
granted a put option to Dream Class whereby Dream Class shall
have the right at any time during the put option period to request
Kwong Da to acquire the entire issued share capital of Star Rank
Limited (“SPV"), which indirectly owns the 16.67% equity interest of
Yinghua.

Pursuant to the first supplemental agreement dated 26 February 2016
and second supplemental agreement dated 30 June 2017, the expiry
date of the put option period was extended to 31 July 2017.

On 24 July 2017, Dream Class served the notice to exercise the put
option to request Kwong Da to acquire the entire issued share capital
of SPV at the put option consideration of RMB30,000,000 (equivalent
to approximately HK$34,749,000). Details of which are set out in
the announcements of the Company dated 27 February 2013, 26
February 2016, 4 March 2016, 29 December 2016, 30 June 2017 and
24 July 2017.
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DIRECTORS’ INTERESTS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 30 June 2017, the interests of the Directors and chief executive
of the Company in the shares, underlying shares and debentures
of the Company and its associated corporations, as recorded in the
register maintained by the Company pursuant to Section 352 of
the Securities and Futures Ordinance, or as otherwise notified to
the Company and the Stock Exchange pursuant to the Model Code
for Securities Transactions by Directors of Listed Issuers (the “Model
Code”), were as follows:

(i) Long positions in the ordinary shares of HK$0.01
each of the Company

ESERKRO HERORESF
Z R

RZE—+FRA=1TH ARAIZE
EREEITRABRANR R MEMEA
B2 Bty ARRARR D RIESF - A AR
AIARIR & 75 R I E IR DI E352(F F B <
BROMATRe e RIBE LW BITAES
EITRFRX ZHIREST A ([HR2ESTAI])
AMERNRR MRz Emn T

() RADFAFREE0.0TVETZ
EERzHER

Percentage of
the issued
share capital

of the Company
as at 30 June

2017

Number of EARAT

ordinary R=-ZB—tHF

Name of Director Capacity shares held ANA=+H

EENR 51 BFEZEREE CSRBTRAESL

Mr. SUEK Ka Lun, Ernie Beneficiary of a trust e 39,872,000 15.72%

EEBLE {ESEZ 35 A )

Mr. SUEK Chai Hong Beneficial owner 700,000 0.28%
BEESLAE EmEAA

Dr. NG Wai Kwan Beneficial owner 8,000 0.01%
REHEL E=BEAA

Mr. WONG Sun Fat Beneficial owner 100,000 0.04%

BB BamlAA

Note: These shares are beneficially owned by CNA Company Limited
("CNA") which in turn is beneficially owned by the Preserve
Capital Trust, a discretionary trust set up by Mr. Suek Ka Lun,
Ernie, the beneficiaries of which include certain family member
of Mr. Suek Ka Lun, Ernie and a charitable institution set up in
Hong Kong.
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DIRECTORS’ INTERESTS IN SHARES, UNDERLYING
SHARES AND DEBENTURES (Continued)

(i)

Other than as disclosed above, none of the Directors nor chief
executive of the Company had any interests or short positions in any
shares, underlying shares and debentures of the Company or any of

Long positions in the shares of associated

corporations

As at 30 June 2017, CNA beneficially owned deferred non-
voting shares in the following subsidiaries of the Company:

Name of subsidiary

ESERKRO HERORESF
2R (&)

(i) REBEIEROGZFE

R —E—+FXA=FTH CNAE
HHEAEARRB T BRRZE
5 2R IR AE B

Number of deferred
non-voting shares held

MEAREH FEERERETLR ZEA
New Box Mini Storage Limited 2
RREIMEBR AR

Chung Tai Printing (China) Company Limited 100
o RENRI (R ED) BRR AR

Chung Tai Printing Company Limited 3,000
hRENRIBR A

Profit Link Investment Limited 2
PRIEEERBR AR

The Greatime Offset Printing Company Limited 9,500

HEAM A ENRI B R A

its associated corporations as at 30 June 2017.
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SUBSTANTIAL SHAREHOLDERS

As at 30 June 2017, the interests or short positions of the substantial
shareholders of the Company (other than the Directors or chief
executive of the Company) in the shares and underlying shares of
the Company as recorded in the register maintained by the Company
pursuant to Section 336 of the Securities and Futures Ordinance were

FERR

RZIE—+FRNA=TH AR AT E
BER(RARAICESHZETHRAER
SN AR RBIERBE S KB EKHI5E336
GAFE 2 BRM RS2 KR AR
NAEBRNERIORBWT !

as follows:
Long Positions Ta
Percentage of
the issued
share capital
of the Company
as at 30 June
2017
NN
Number of R-ZE—t&
Name of shareholder Capacity shares held AA=+H
REREH g4 BERANEE EBRITREAEISL
CNA' Beneficial owner 39,872,000 15.72%
EmAA
Fiducia Suisse SA Trustee 39,872,0007 15.72%
ZFEA
David Henry Christopher Hill Interest in a controlled corporation 39,872,0007 15.72%
AR 2
Rebecca Ann HillP Interest of spouse 39,872,0007 15.72%
R
Notes: Bt
1. CNA is beneficially owned by the Preserve Capital Trust, a discretionary 1. CNAH Preserve Capital Trust (—IEMHEE 5
trust set up by Mr. Suek Ka Lun, Ernie, the beneficiaries of which AT 2R EHX S ABTEEE
include certain family member of Mr. Suek Ka Lun, Ernie and a EBMAEZETREKER —BREBEK
charitable institution set up in Hong Kong. VHMBESWE)EREAE -
2. These 39,872,000 shares duplicate with those held by CNA. 2. 739,872,000/ f% 7 5 FRCNAKE B 2 [A —
HERRAD ©
3. Spouse of Mr. David Henry Christopher Hill. 3. David Henry Christopher Hill %t 4 2 B2 & °
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MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) as set out in
Appendix 10 of the Rules (the “Listing Rules”) Governing the Listing
of Securities on the Stock Exchange as code of conduct regarding
Directors’ securities transactions. Having made specific enquiry with all
Directors, the Company has received confirmations from all Directors
that they have complied with the required standards set out in the
Model Code during the Period.

The Company has also adopted procedures on terms no less exacting
than the Model Code in respect of the securities transactions by
employees who are likely to be in possession of unpublished inside
information of the Group.

AUDIT COMMITTEE

The audit committee of the Board (the “Audit Committee”) comprises
one non-executive Director and two independent non-executive
Directors. The Audit Committee has reviewed with the management
the accounting policies, discussed with the Board the auditing,
internal controls, risk management and financial reporting matters
of the Group and reviewed the interim results and the condensed
consolidated financial statements of the Group for the Period.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities during the Period.

CORPORATE GOVERNANCE

The Board is collectively responsible for performing the corporate
governance duties. The Board recognises that good corporate
governance practices are vital to the maintenance and promotion
of shareholder value and investor confidence. In the opinion of the
Board, the Company has met the code provisions set out in the
Corporate Governance Code (the “CG Code”) contained in Appendix
14 to the Listing Rules throughout the Period, except for the following
deviations:

Provision A.2.7 of the CG Code

Provision A.2.7 of the CG Code requires the chairman of the Board
(the “Chairman”) to hold meetings at least annually with the non-
executive Directors (including independent non-executive Directors)
without the executive Directors present. The Chairman during the
Period, namely Mr. Suek Ka Lun, Ernie, was himself an executive
Director and as such, compliance with this code provision was
infeasible.
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Provisions A.5.1 to A.5.4 of the CG Code

The Board has not established a nomination committee which was in
deviation from Provisions A.5.1 to A.5.4 of the CG Code. The Board
is responsible for reviewing the structure, size and composition of
the Board from time to time, and the appointment and removal of
Directors are subject to the Board’s collective decision. The Board will
identify individuals suitably qualified to be appointed to the Board
when necessary. The Board considers potential candidates based on
their qualifications, expertise, experience and knowledge as well as
the requirements under the Listing Rules.

Provision A.6.7 of the CG Code

Except for (i) Ms. Lui Lai Ping, Cecily (“Ms. Lui”), an independent
non-executive Director who retired after the conclusion of the annual
general meeting of the Company on 9 June 2017 (the "AGM")
and who was unable to attend the AGM and the special general
meeting of the Company held on 9 June 2017 due to her other
business commitments; and (ii) Mr. Chu Gun Pui (“"Mr. Chu”), who
was appointed as an independent non-executive Director on 23 June
2017, all non-executive Directors and independent non-executive
Directors attended all general meetings of the Company held during
the Period.

Non-compliance with Rules 3.10(1) and 3.10A of the
Listing Rules

Following the retirement of Ms. Lui as an independent non-executive
Director after conclusion of the AGM, the Company only had two
independent non-exeuctive Directors which fell below the minimum
number required under Rules 3.10(1) and 3.10A of the Listing Rules.
In order to fill the vacancy of Ms. Lui and to comply with the Listing
Rules, Mr. Chu was appointed as an independent non-executive
Director on 23 June 2017.

REVIEW OF INTERIM RESULTS

The interim results of the Group for the Period have not been audited,
but have been reviewed by the Audit Committee and the Group’s
auditors, Messrs. Deloitte Touche Tohmatsu.

APPRECIATION

On behalf of the Board, | would like to express my sincere thanks to
our shareholders, customers, suppliers, business partners and all staff
for their continuous support and trust to the Group during the Period.

On behalf of the Board

Suek Ka Lun, Ernie
Chairman

Hong Kong, 25 August 2017
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