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Financial Highlights

Six months ended 30 June

BEA~A=1tHL~EA Increase/
2017 2016 (decrease)
—E—+F ZE—RF &S CRd)
RMB’000 RMB'000 % Change
AR¥ET R ARET T % &
(unaudited) (unaudited)
(REER) (REEZ)
Revenue (Total) e (42%58) 79,328 94,854 (16.4)
Revenue (Boree Products) Wiz (EAMER) 1,528 710 115.2
Revenue (Graphene-based Products) Ytz (ARG E W) 99 - N/AT 3@ FB
Revenue (OEM Business) Wz (OEMZETE) 77,701 94,144 (17.5)
Gross profit EF 19,848 23,398 (15.2)
Loss for the period HIAEE (59,384) (27,186) 118.4
Shareholders' equity % B8 4 7 788,617 1,124,718 (29.9)
Six months ended 30 June
BZEAA=1+THILAEA
2017 2016
—E—+F AN
(unaudited) (unaudited)
(REBER) (REEEZ)
Profitability data BRIgE D BB
(RMB million) (AR®EBEETR)
Revenue gz 79.3 94.9
Gross profit EF 19.8 23.4
Loss for the period BN EE (59.4) (27.2)
Profitability ratios (%) BRREOLEER (%)
Gross profit margin NS 25.0 24.7
Net loss margin FEEE (74.9) (28.7)
Assets and liabilities data EEREEEE
(RMB million) (AR¥BERT)
Non-current assets EMEBEE 1,351.3 1,672.8
Current assets MEEE 86.5 476.6
Current liabilities mENBE 197.7 501.7
Non-current liabilities ERBAG 451.5 523.0
Shareholders' equity % SR s 788.6 1,124.7
Asset and working capital data EEREEESHE
Current asset ratios (%) MEBEELE (%) 6.0% 22.2%
Current ratios (time) MENELE () 0.4x 0.9x
Gearing ratios (%) BEEE (%) 44.8% 47 6%
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Management Discussion & Analysis

During the first half of 2017, Baofeng Modern International
Holdings Company Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) focused on the
development of do-it-yourself (“DIY"”) automated vending
system, the key machine for the Online-to-Offline (*020")
business model, for the sales and distribution of own branded
automated customised graphene-based slippers (“Graphene-
based Slippers”) and decided to mainly use graphene-based
ethylene-vinyl acetate (“EVA") foam material for the production
of Graphene-based Slippers and reduce the sales of graphene-
based EVA foam material directly to customers. Besides, as some
overseas customers try to scale back their shops and control
the stock level due to stiff competition from online retailers,
the Group recorded a decrease in revenue of approximately
RMB15.5 million or 16.4% for the six months ended 30 June
2017 (the "Period”) to approximately RMB79.3 million (2016:
RMB94.8 million).

During the Period, the gross profit margin of the Group
increased to 25.0% (2016: 24.7%), which was mainly due to
the write down of inventories of approximately RMB1.4 million
in the last corresponding period in comparison to a reversal of
write down of inventories of approximately RMB19 thousand
during the Period.

During the Period, the Group recorded a net loss of
approximately RMB59.4 million (2016: RMB27.2 million), which
is mainly attributable to (i) share-based payment expenses
of approximately RMB4.6 million (2016: RMB11.9 million)
in relation to the share options granted by the Company
on 10 December 2015, 24 June 2016 and 16 December
2016; (i) amortisation of intangible assets of approximately
RMB63.3 million (2016: RMB26.4 million) in relation to the
020 distribution vending system and the acquisition of
certain technological know-how in respect of the application
of graphene and includes one patent in the United States
of America (“US"), four invention patent applications, three
utility model patent applications and two utility model patents
in the People’'s Republic of China (“PRC"), relating to the
manufacturing of graphene-based EVA foam material, graphene
deodorizing and sterilizing chips and graphene-based pressure-
sensitive sensors and the exclusive formula (collectively as
the “Technology Know-how") from Bluestone Technologies
(Cayman) Limited (“Bluestone”) on 16 December 2015; (iii) fair
value loss on provision for contingent consideration at fair value
through profit or loss (“FVTPL") of approximately RMB18.1
million (2016: RMB11.4 million); which was offset by (iv) the
fair value gain on convertible notes and warrants at FVTPL of
approximately RMB33.7 million (2016: RMB22.8 million).

BEEENWR DM

RoB— L L N EE R
BRAT (A7) REWEAR (47

RIRERDEINHABHERDHEAR
mEEBEELAF 2 A2GHE (4

BHEE])NEE (IDIY]) BBEERSR
(BB ESET (020 ) EBBEAHESH
B)WATETBFERAARGE LG R
LIEEEY (TEVA ) B AMEEER2G
BE OBRLEERATFHEE O2BEVAE
M AL e AN ARMR FRERmBRIRSE
—ﬁb/iéﬂ\%)f AEREEHEHE RIEH

EKF - REBEE_Z—+tFA=+H
ﬁ/\1lﬁ<r$ﬁﬂﬁﬁj)$$@ff U 25 08
L H) A R #15,500,0007T3816.4% & 49 A
R #79,300,000c (ZF—R"F: AR
94,800,0007T) °

‘<ZIKHJ1F? Zﬁﬁm%ﬂ%iﬂﬁzao%
—E—RNF:247%) - EHEREE
%Eﬂﬁﬂﬁhﬁlﬂf,\ﬂ}\ﬁﬁ% 400,000t H2
7 72 HA ] 28 [ 77 & OR 49 A R #19,0007T
FTEL -

RAHE AEEHEGEFEBEEOAR
#59,400,000C (Z B —NF: AR
27,200,0007C) " EZ R AN ()VBEEAR
AN —AF+-_A+H ZE—RF
NAZtTHEAEREZE-—RFEF+ZA+X
ARTEREZ ARG IAORAIHOA
R #4,600,000c (ZE—~F: AR
11,900,0007T) : (i) BO200 HEE &
BER-_Z—RAF+_A+~HRAEA
BME(AS)BERAF([ER]KESFRH
ARGERBNE THMME 2EEEE
ERRBEVAEBEME AREEBRIERERE
S RAEGENEREFBNENEERE
([EEH])—BEF -PEARKEFME ([F
Bl )MIEBAEFNSAZE —HERAFAE
FEABEMEERFEENARBRES
(REAHEMAME NEFEEEHED
AR¥63,300,0007T (ZE—71F: AR
26,400,0007T) : (i) B A F{ET AE
@ ([BAFEFABR]) AR EREE
N FEE KL ARE18,100,0007T (=
;:f/‘—\i : AR #E11,400,00070 ) © # (iv)iz
NEEFABE 2 TR EE KRB EE
B~ FE W 4 A R #33,700,0000T ( —
T —NF: AR¥22,800,0007T) AT E -
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Management Discussion & Analysis

2y aA
EEENWmR DM
FINANCIAL REVIEW B % (2] R
Revenue by Product Category RERENEHWRE
Six months ended 30 June
BZEA<A=1+HILA<MEA
2017 2016 Increase/
—E—tF TE—RF (decrease)
RMB’000 RMB'000 i
AR T ARET T O )
(unaudited) (unaudited) % Change
(REER) (REFEZ) % &
Revenue (Boree Products) We (BEABE®R) 1,528 710 115.2%
Revenue (Graphene-based W (AEHEM)
Products) 99 - N/A i F
Revenue (OEM Business) Iz (OEMEETE) 77,701 94,144 (17.5%)
Revenue (Total) Wzt (42%58) 79,328 94,854 (16.4%)

During the Period, the revenue of the Group decreased by RAHMBE XEBWRZRED>PHDAR
approximately RMB15.5 million or 16.4% to approximately #15,500,0007 K 16.4% E N AR
RMB79.3 million (2016: RMB94.8 million). Revenue from 79,300,000 ( —Z & — XN F: }\Eﬁ%
Boree branded slippers, sandals and casual footwear (“Boree 94,800,0007T) ° AR 4% ESEE 1 0 -
Products”) increased by 115.2% to approximately RMB1.5 M E - RERKBE([EABRE E’DJ )
million during the Period (2016: RMB0.7 million) was due BN AREE L AN115.2% 2 49 A B
to the increase of online sales. As the slippers retail industry 1,500,0007T (= ;; N AR 700,000
experiences stiff competition from online retailers, some I) cHRBEHTEETEEN G FTEFTN
overseas customers try to scale back their shops and control B S fltb/iQI\%)f' S 4 £ T A ER
the stock level and so the orders from the Original Equipment & R 4175 /KF » F it AN HAR 28 (& 5 25 4%
Manufacturer (“OEM") business declined in the Period, %LF‘?(FOEMJ)%WWJ%H PABKR
resulting in a decrease in revenue of 17.5% to approximately = NK17.5% 2 4 AR #77,700,0005T (=
RMB77.7 million (2016: RMB94.1 million). LT —NF: AREE94,100,0000T ) ©
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Management Discussion & Analysis

After the successful launch of graphene-based EVA foam
material product in June 2016, though it contributed
approximately RMB43.2 million sales revenue to the Group
during the second half of 2016 but still under our original
expectation and plan. It was mainly due to the unexpected
increase in price of chemical raw materials as PRC government
started to strengthen the environmental protection and
control on the highly polluting industries in the first half
of 2016 and the loss of target customers due to the delay
of the launch time of graphene-based EVA foam material.
Due to the above, the Group reconsidered the positioning
of graphene application products. Due to the absence of
comparable products in the existing footwear and slippers
market, the launch of Graphene-based Slippers can distinguish
our slippers from normal slippers and repositioned own
branded slippers as slippers with distinctive functions. Besides,
as the gross profit margin of Graphene-based Slippers is
much higher than the graphene-based EVA foam material,
the Group considered that by using graphene-based EVA
foam material for the production of Graphene-based Slippers
instead of direct sales to customers can generate higher
profit for the Group. As a result, the Group focused on the
development of DIY automated vending system for the sales
and distribution of Graphene-based Slippers and the trial
run of the first generation of the DIY automated vending
system was completed in the first half of 2017. Therefore, the
revenue of graphene-based EVA foam material and slippers
with sterilizing, good elasticity and tear resistant functions
(" Graphene-based Products”) only amounted to approximately
RMB99 thousand in the Period (2016: Nil).

Selling and Distribution Expenses

During the Period, selling and distribution expenses decreased
by 13.1% to approximately RMB4.8 million as compared
with that of last corresponding period (2016: RMB5.5
million), which accounted for 6.0% (2016: 5.8%) of the
Group’s revenue. The decrease was mainly attributable to less
marketing activities held for the promotion of Boree Products.

BEEENWR DM

E-ZT—RFNAKDHELARGEVAZE
AV EE BEER-_ZE—RFT¥EFA
AEBERMEEWEL ARE43,200,000
T B ERAEBRERB LTS -EF
ERHRBEERRBRTR _Z—RFL¥F
FHRHIBIMERRRERE S 5RTENE
M TRMEEREIINEF  URER
B IFEEVATE AR B HE R R B T #E K
BZEF AR EXFl- "REBEEH
ERHEAZEGERAERMEM BAREA
HEEREEMSRIOBEER HLAS
GHEr EOANEEMEESE — R EE
THEEREEEEN TN AEFBEY
BEMHEEE o AN ANV ARBHENER X
RN ARBEVAZ AV AEBEE
FRAEBEVAT AV B EELARGIBE
(MIEEEMZFHEE) AAREETR
EamFE- Al AEBR_T—+tF
FEFEIRAREERDHORGEE
WDIYEBEEZ% £ —KDIYEHEE
RFHNABITR _E—+tF ¥ FRK-
Eit - AR AERE 28 % - A
REZ ARIBEVATAM B RIGE ([ 25
Eml)HRZEH AR 000 (=
—NEFE) e

HERDHBX

RAERRE - $HE R HAY REFRERD
13.1% £ #) A R #4,800,0007T ( ZF — /<
F: AR¥5,500,0007T) I AEBE U
6.0% (ZZE—RNF:58%) WP TER
HRMEEE AMERBRITHNEHEER

o
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General and Administrative Expenses

General and administrative expenses recorded a decrease of
approximately RMB4.1 million or 15.2% to RMB22.7 million
for the Period (2016: RMB26.7 million), which was mainly
attributable to a decrease in share-based payment expenses of
approximately RMB7.2 million in relation to the share options
granted by the Company on 10 December 2015, 24 June 2016
and 16 December 2016 net off by an increase in research and
development expenses of approximately RMB3.0 million during
the Period.

Liquidity and Financial Resources

During the Period, net cash inflow from operating activities of
the Group amounted to approximately RMB16.4 million (2016:
RMB38.8 million), which was mainly due to the decrease in
trade and bills payables. As at 30 June 2017, cash and bank
balances were approximately RMB4.0 million, representing a
decrease of 16.4% as compared with approximately RMB4.8
million as at 31 December 2016. As at 30 June 2017, around
63.8% and 26.3% of the Group’s cash and bank balances
were denominated in Renminbi and US dollars. As at 30 June
2017, the interest-bearing bank borrowings of the Group
were approximately RMB121.0 million (31 December 2016:
RMB124.0 million). All bank loans were denominated in
Renminbi with fixed interest rates and repayable within one
year.

Capital Structure

As at 1 January 2017 and 30 June 2017, the Company
had 1,084,059,608 shares in issue and a paid-up capital of
approximately RMB71,629,000.

Significant Investments, Material Acquisitions and
Disposals

During the Period, the Group did not have any significant
investments, material acquisitions and disposals.

Pledge of Assets

As at 30 June 2017, the bills payables were secured by
a pledge of the Group’s time deposits amounting to
approximately RMB2.5 million (31 December 2016: RMB4.3
million). The bank borrowings of the Group were also secured
by a pledge of the Group’s buildings and land use right
with a net carrying value of approximately RMB14.0 million
(31 December 2016: RMB15.7 million) and approximately
RMB33.0 million (31 December 2016: RMB33.5 million)
respectively.
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Management Discussion & Analysis

—REATHAX
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Management Discussion & Analysis

Contingent Liabilities

As at 30 June 2017 and 31 December 2016, there were no
material contingent liabilities.

Foreign Exchange Risk

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

Gearing Ratio

As at 30 June 2017, the gearing ratio of the Group was 44.8%
(31 December 2016: 44.6%). Gearing ratio was calculated as
total debts divided by the total equity plus total debts. Total
debts refer to the total liabilities minus the sum of tax payable,
dividend payable and deferred tax liability.

Human Resources

As at 30 June 2017, the Group had a total of approximately
580 employees (31 December 2016: 840 employees),
with total staff costs for the Period, including directors’
remuneration, amounted to approximately RMB28,555,000
(2016: RMB38,588,000). The Group's emolument policies
are based on the merit, qualifications and competence of
individual employee and are reviewed by the remuneration
committee periodically. The emoluments of the directors
of the Company (the “Directors”) are recommended by
the remuneration committee and are decided by the board
of Directors (the “Board”), having regard to the Group’s
operating results, individual performance and comparable
market statistics. The Company also adopted a share option
scheme on 8 January 2011 (the “Share Option Scheme) to
motivate and reward its Directors and eligible employees.

BEEENWR DM
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Use of Net Proceeds from the Share Offering

As at 30 June 2017, the Company had unutilised net proceeds
from the Initial Public Offering (“IPO”) in the amount of
approximately RMB3.9 million, representing approximately
1.0% of the total net proceeds from the IPO (the “Unutilised
Net Proceeds”). Approximately RMB73.4 million of the
Unutilised Net Proceeds were originally intended to be used to
acquire other branded product business and establish flagship
shops and showrooms. As the Company believed that such
intended use no longer met the Group's imminent business
development needs, the Board had resolved to change the
proposed use of such RMB73,443,000 and apply them for the
partial settlement of the third instalment of the consideration
for the acquisition of the Technology Know-how in 2016.
Besides, in order to develop and strengthen the selling and
distribution system, the proposed use of approximately
RMB45,026,000 and RMB14,974,000 was changed from
increasing production capacity and strengthening the
distribution resource planning system respectively to settle
the payment for the design and development of the 020
distribution vending system in 2016. In light of current
market conditions of footwear industry in the PRC and the
development of the Group, the Company believes that the
use of the Unutilised Net Proceeds under the original intended
purpose may no longer meet the Group’s imminent business
development needs. In order to maximise the benefits of the
Company and its shareholders, the Company may change
the usage of the Unutilised Net Proceeds from the original
intended purposes to working capital and other general
corporate purposes of the Group. If this happens, further
announcements will be made by the Company as and when
appropriate in compliance with the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) (the “Listing Rules”).

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

Baofeng Modern Interim Report 2017

Management Discussion & Analysis

BROBREMSREFTERE
RZE—tFNA=ZTH ARRIZAE
AE R REE ([HXARBE])TER
TEREE A B AR 3,900,000 HHERE
RARBEERFFSHRIBFELN.0% ([K
RS HRIAFRE]) - RBAMERIEF
REFP#9 A R #573,400,0007T R #E A 1E Uk B8
HAth fhhEE TS DA R B R B AR R PR 1)
E HARARFRIREZBERARTBFA
AEBBEYNESRETE EFgE R
Bk AR HET3,443,0007T B 2 2R
®OBEAEINSOR-Z—~FUKE
RT3 80 58 = HARC(E o b o - B2 o
BIHE R D HE ARG 4 AR 45,026,000
TR AR®14,974,000cHEZEREDR
ZE-AREDRREMEERMNESHE
RET8I 248 BB &EE & KA E020
DHEHEERGEMNNR -ERNhBRERITE
EATARAERERE  ARE)RE KR
RERSBAREBAEHIEFEIEDT
BHAAEEEBYNEREETE - AR
REINHEBRRGER AN AQF R
RS AREAMBHRBFE AERARTEA
BRUNAAEBEELES REM—REER
B L EBREE AR BB B RS S
AERGMERARE ([BRAT])EHF LR
A (T EMmHBRADELRE—FP QM-

ARl ERER(RHDIDR 2T ——F —
AZ+ N NB([EmBH])REFE
REM ARREBBRBESWEOAE
R IE R 8 /453,570,00078 T () A R
387,666,0007T) (& BHME RAE
) e



Management Discussion & Analysis

The utilisation of the net proceeds as at 30 June 2017 is set
out as follows:

BEEENWR DM

RIZE—tFXNXA=1TH FEFIEFE
HBRBERESINT

Amount Amount
Nature raised utilised
HE &R BRsE
RMB'000 RMB'000
ARBTR ARBTR
To increase production capacity s
(approximately RMB45,026,000 was (Z’J)\EV%% 026,000 2 E R[4
changed to "To settle the payment for ERFHEAZE007HEE RGN
the design and development of the 020 %))
distribution vending system”) 135,683 135,683
Marketing and advertising expenses KENSEHRY 96,917 96,917
To acquire other branded product business WEEMREERER
(approximately RMB58,150,000 was (#) AR #58,150,0007T
changed to "To settle the payment of the EEE A BEWERMTANHEN
acquisition of the Technology Know-how") f5%) 58,150 58,150
To strengthen design capability g REtRE ) 19,383 15,521
To establish flagship shops and showrooms BRGNS
(approximately RMB15,293,000 was (Z’J)\E%S 293,000TE#E R[4
changed to "To settle the payment of the BRI NEOMR])
acquisition of the Technology Know-how") 19,383 19,383
To strengthen the distribution resource mE D HE R EN RS
planning system
(approximately RMB14,974,000 was ( BAR™E14,974000EZE A [ £
changed to “To settle the payment EARARAZO20DHEEZHH
for the design and development of fF31)
the 020 distribution vending system”) 19,383 19,383
General working capital — kL EES 38,767 38,767
Total: HoEnE 387,666 383,804

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

The net proceeds from the issue of 2015 Warrants of
approximately HK$6,000,000 was intended to be retained in
Hong Kong as general working capital of the Company and its
offshore subsidiaries incorporated in Hong Kong and overseas
(the "Offshore Group Members”) to settle the expenses such
as administrative expenses, the professional fees and the salary
expenses incurred by the Offshore Group Members. The net
proceeds of approximately HK$6,000,000 from the issue of
2015 Warrants had been fully utilised for general working
capital of the Offshore Group Members to settle the expenses
such as administrative expenses, the professional fees and
the salary expenses incurred by the Offshore Group Members
during the year ended 31 December 2015. All warrants from
the issue of 2015 Warrants have been expired in 2016. No
2015 Warrants have been exercised since the issue date of
2015 Warrants.

R-ZE-HZFEHA-+-HETH
88,000,000 AR EE (= —HFR
REE])REREAFEAR

KEARBET - E—AFRREZNMER
T F 58 496,000,000 L EHR B R EE - 1
=VIN/N ﬂbA&ﬁ#%;‘%&/ﬂl\;ﬂumﬁ%
WEAR ([BEFEBKERR])N—KE
EEe NENSERX fﬁlJzzuﬁEE EiJp4
BRAAMEENTHRAS BXERA LY
WY - BE-_T—RF+-_A=+—8H
EFE REFET T AFRAREEN
Fr1S 7118 % 88 496,000,000/8 T B BERA
BEEEXERTN—REEES UUE
NEERS RSB KEARME
EMTHAY BEEBREFEAZ K=
?—/—\i KARBIT-_E—hERRE

ENFERREZEEM-B-ZE—HF
RBREFBTEHE BE_ZT—HFR

Hﬂ& BT -
RN —B—tERRRE
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BUSINESS REVIEW AND FUTURE PROSPECTS

The revenue of the Group for the Period was approximately
RMB79.3 million, representing a decrease of approximately
RMB15.5 million in comparison to approximately RMB94.8 million
for the corresponding period in 2016, principally attributable to
the decrease in the revenue of OEM business and the unexpected
low contribution from Graphene-based Products. As the slippers
retail industry experiences stiff competition from online retailers,
both revenue of OEM business and Boree Products were seriously
affected. As the Group repositioned Graphene-based Slippers as
slippers with distinctive functions like sterilizing, good elasticity
and tear resistant, the Group needs to develop a more effective
and efficient way of selling and distributing Graphene-based
Slippers. As a result, the Group developed the DIY automated
vending system which is the key machine for the 020 business
model. The Directors consider that the introduction of the DIY
automated vending system is an innovative business model which
combines the new retail method and customised and personalised
features. In view of these distinctive features and low operating
cost, the Directors are of the view that the DIY automated
vending system is an effective and efficient way of selling the
Graphene-based Slippers and can maximise the profit of the
Group.

In the first half of 2017, the trial run of the first generation of
the DIY automated vending system was completed and based on
the trial run data and feedback from customers, improvement
and upgrade on the automated vending system hardware and
software was made and the second generation of the DIY
automated vending system was launched in July 2017. As the
Group targets to greatly increase the number of DIY automated
vending system and will launch marketing campaign with more
resources on the Graphene-based Slippers in the second half of
2017, the Directors expect that sales of the Group will improve.

Besides, the Group would continue to develop and launch
different types of graphene application products, including but
not limited to sterilizing chips for air purifiers and air conditioners,
pressure-sensitive lighting devices for shoes and energy storage
materials for batteries and targets to develop the graphene
application products for electronic equipment. In the coming
years, the Group would continue deploy more resources on the
research and development of graphene application products
and would focus on promoting the graphene technology and
the development of graphene application products in different
fields in order to develop new markets and new business. The
Company is now in the process of transforming from a traditional
manufacturing company to a high technology company and the
Board is of the view that the combination of graphene technology
with conventional industry would enhance the competitiveness
and long-term development of the Group and help the Group to
generate more revenue and profit in the future.
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Management Discussion & Analysis
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DIRECTORS’ AND CHIEF EXECUTIVE'S BEERFETHAERRKY - 1HEHE
INTERESTS AND SHORT POSITIONS IN SHARES, BRORBEEISITHNEZRAE
UNDERLYING SHARES AND DEBENTURES

As at 30 June 2017, the interests and short positions of the RZE—+FA=1TH BELKANAE
Directors and the chief executives of the Company in the BETHAERARNT NEBEER (&
Shares, underlying Shares and debentures of the Company REBESNMEAEGEN ([EH5REBEEG]) %
and its associated corporations (within the meaning of Part XV XVER) B9 A% ~ $REIR( R ERFH A ()
of the Securities and Futures Ordinance (the “SFO")), which BIEZE R EBEEMBEXVIEETRESD T
were required (i) to be notified to the Company and the Stock BEHeRAR MEBTRER AR (8
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO ERIBEEASMAESIKOA BIEXHWE Esk
(including interests and short positions in which they were BAEANER AR (VB ES & H
taken or deemed to have under such provisions of the SFO); EIEM F352{E B A Z &P it B AN A &)
(i) pursuant to section 352 of the SFO, to be entered in the GFEMELMEOER AR iRk L
register maintained by the Company referred to therein; or TR AIMI4K10FTE F T HITAE EHITE
(iii) pursuant to the Model Code for Securities Transactions SR SHEESTR ([ZESTE] ] ) R TEA
by Directors of Listed Issuers (the “Model Code”) contained — HI& ARG LB ZAOEZRRAAENT
in Appendix 10 to the Listing Rules, to be notified to the

Company and the Stock Exchange were as follows:

Interests in the Shares and underlying Shares: RRAREERGPHER:
Number
of Shares/
underlying Percentage of
Shares (other the Company’s
than share issued share
Name of Directors Capacity and nature of interest options) held capital®
RS,
HERS (BRE LEXQFSBIT
EEps BORERME S0k - §=! RAH DO
Mr. LEUNG Tsz Chung Beneficial owner 6,000,000(L) 0.55%
RFHEE BEnEAA
Ms. LIN Weihuan (“Ms. Lin")@ Interest in controlled corporation 233,155,792(L) 21.51%

MEE T (ML ])@ FrEslEAEm# s

Long positions in share options of the Company: REQABBERETHNITE:

Percentage of
the Company'’s

Number of share issued share

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

HEATEBHITR

EENE SO RERME FrEFEREHE® EHDLEO

Mr. ZHENG Jingdong Beneficial owner 10,000,000(L) 0.92%
B SR AE ER#EAA

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

BN —T—tEHhHmE
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(4)

The percentage has been calculated based on the total number
of Shares in issue as at 30 June 2017 (i.e. 1,084,059,608
Shares).

Ms. Lin is deemed to be interested in the Shares in which
Total Shine Investments Limited (“Total Shine”) is interested.
Total Shine is wholly owned and controlled by Ms. Lin and
obtained an option granted by Best Mark International Limited
("Best Mark"”) entitling it to acquire 233,155,792 Shares. Total
Shine gave option notice to Best Mark on 12 October 2016 to
exercise option to acquire 233,155,792 Shares (the “Option
Shares”). According to the memorandum of understanding
signed between Best Mark and Total Shine on 12 October
2016 (“Best Mark 2016 MOU"), both Best Mark and Total
Shine agreed that the completion date for the transfer of
Option Shares would be postponed to 45 working days after
discharge of the charge in favour of Haitong International
Finance Company Limited (the “Charge”) or 3 months after
signing of Best Mark 2016 MOU, whichever is earlier, or such
other time or date as Best Mark and Total Shine may agree.
According to the new memorandum of understanding signed
between Best Mark and Total Shine on 30 June 2017 (“Best
Mark 2017 MOU"), Best Mark and Total Shine agreed that the
completion date for the transfer of the Option Shares would
be further postponed to 3 months after discharge of the
Charge on 29 June 2017 or such other time or date as Best
Mark and Total Shine may agree. Best Mark is wholly owned
and controlled by Mr. Sze Ching Bor (“Mr. Sze").

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

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

Save as disclosed above, as at 30 June 2017, none of the
Directors and the chief executives of the Company had any
interests or short positions in the Shares, underlying Shares
or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) which
were required (i) to be notified to the Company and the Stock
Exchange pursuant to the provisions of Divisions 7 and 8 of
Part XV of the SFO (including interests or short positions which
they were taken or deemed to have under such provisions
of the SFO); or (ii) pursuant to section 352 of Part XV of the
SFO, to be entered in the register referred to therein; or (iii)
pursuant to the Model Code contained in Appendix 10 to the
Listing Rules, to be notified to the Company and the Stock
Exchange.
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LAURBE233,155,792 8% % {3 ° Total Shine
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BHBREBRN UITEHERERE
233,155,792k e fn ([BE MR AR5 ) o
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FTATZBEENREH = ([Best
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SHARE OPTION SCHEME BRETE

The Company adopted the Share Option Scheme on 8 January KANBRZE——F— B /)\HERMNE MR
2011. Details of the Share Option Scheme are set out in note HE R AN EHAE S ES
17 to the condensed consolidated financial statements. R FET o

The following table discloses the outstanding share options TEREER-_ZE—tFNA=THERE

under the Share Option Scheme as at 30 June 2017: SEIE T B ARITEREARE
Number of share options
DL E
Outstanding  Granted  Exercised Cancelled  Forfeited  Qutstanding Exercise price
Date of asat1 duringthe duringthe during the during the asat30  Exercise  pershare
grant”” January 2017 Period Period Period Period June 2017 period ? (HKS)
RoE-tE RoE-tE
-A-F Y et SRR
Name or Category of particpants ~~ $EANKE 2B RLAg WAGE AHERL AHEOE AMEEE AMERN 0 BAGE TR0 (#7)
Executive Directors HrEs
ZHENG Jingdong g5% 101212015 1,500,000 - - - - 1,500,000 A 0.81
10120015 2,000,000 - - - - M B 081
10120015 2500000 - - - - ¢ 081
10122015 2,000,000 - - - - 000 D 081
101202015 2,000,000 - - - - 2,000,000 : 081
LEUNG Tz Chung R 101272015 4,000,000 - - - - 4,000,000 B 0.81
Sub-total I 14,000,000 - - - - 14,000,000
Employees and consultants of FRERERERSS
the Group in aggregate
101272015 10,502,000 - - - (450000 10457,000 A 0.81
1011212015 15,176,000 - - - (e0,000) 15,116,000 B 081
101202015 2970000 - - - (750000 289,000 ( 081
101202015 2376,000 - - - [e0000) 2316000 D 081
101212015 2,376,000 - - - (60000) 2,316,000 t 081
2062016 52,245,000 - - - - 5245000 f 0.67
24/6/2016 36,060,000 - - - - 36,000,000 G 0.67
24/6/2016 3,075,000 - - - - 3,075,000 H 0.67
24/6/2016 2,460,000 - - - - 2,460,000 | 0.67
24062016 2,460,000 - - - - 2,460,000 | 0.67
16/12/2016 1,425,000 - - - - 1,425,000 K 0.99
16/12/2016 1,900,000 - - - - 1,900,000 L 0.99
16/1212016 2,375,000 - - - - 2,375,000 M 0.99
16/1212016 1,900,000 - - - - 1,900,000 N 0.99
161212016 1,900,000 - - - - 1,900,000 0 099
Sub-tota It 139,200,000 - - - (300000 138900,000
Totdl i3 153,200,000 - - = (300000) 152,900,000

migEy —-tEamis |5
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Notes:

Baofeng Modern

The closing prices of the Shares immediately before the date of
grant on 10 December 2015, 24 June 2016 and 16 December
2016 were HK$0.79, HK$0.69 and HK$0.99 respectively.

The respective exercise periods of the share options granted

are as follows:

A: From 10 December 2015 to 9 December 2020;

B: From 10 December 2016 to 9 December 2020;

C: From 10 December 2017 to 9 December 2020;

D: From 10 December 2018 to 9 December 2020;

E: From 10 December 2019 to 9 December 2020;

F: From 24 June 2016 to 23 June 2027,

G: From 24 June 2017 to 23 June 2021;

H: From 24 June 2018 to 23 June 2021;

From 24 June 2019 to 23 June 2021;

J: From 24 June 2020 to 23 June 2027,
K: From 16 December 2016 to 15 December 2021;
L: From 16 December 2017 to 15 December 2021;

M: From 16 December 2018 to 15 December 2021;

N: From 16 December 2019 to 15 December 2021; and
O: From 16 December 2020 to 15 December 2021.

The vesting period of the share options is from the date of
grant until the commencement of the exercise period.

Exercise condition: Provided always that a grantee of share
options shall remain as a Director, an employee or a consultant
of the Company or its subsidiaries, at the time of exercise of
his or her share options.

The number and/or exercise price of the share options may be

subject to adjustments in the case of rights or bonus issues, or
other changes in the Company’s share capital.
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ARRANGEMENT FOR DIRECTORS TO
PURCHASE SHARES OR DEBENTURES

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

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

As at 30 June 2017, so far as was known to the Directors and
the chief executives of the Company, the following persons
or corporations (other than the Directors or chief executives
of the Company) who had, or were deemed or taken to have
interests and short positions in the Shares or underlying Shares
which would fall to be disclosed to the Company under the
provisions of Divisions 2 and 3 of Part XV of the SFO and be
recorded in the register required to be kept under Section 336
of the SFO or as otherwise notified to the Company were as
follows:

Interests and short positions in the Shares and
underlying Shares:

Capacity and nature of

Other Information
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EEMEROAEERHRH
FEXTESRERTHERABREN
AH B AR 10 B (& R ¢mr SRk E] R
0 PR B ) B TR B AN KA
AR TERFEANETIARS
= B RSB K X F 32 3E B e K
AL Ay S TE SR IEA Xl

WENHETETABBEERN: BARQ

Al H PR A B S AT B A ] & (A
5P A BB AR RT < B R IR R AE ]
H bR A B B2 1O 18 BE 4 A 2 AE R & Bk

N

FTERRERHEMATRARSG RE
EROTNESERXE

RIZE—tFRNA=1TH BEEREARQ
AIEZ2THABMM AT ALTIEE (FE
ERARAEZITHRABRIN R K
@F'EJW%EP%*ﬁi%&ﬁ%i”‘f’ﬁ%ﬁﬁﬁ
&5 NS RPIEXVEDRE 2 K353 B &Y {5 XX
cﬁlﬁﬁ AIRELRECAREES MBS
IROIFIBCHATHENE D HAAST
MEARA 2R FIRRIT -

REROREEROTHEZR KRR

Percentage of the

Number of Shares/ Company’s issued

Name interests underlying Shares share capital®
HMARQF D BHITRAE
=8 SO RERMEE Bt EERGEEB BOt®
Mr. Sze ™ Interest in controlled 519,035,767 (L) 47.88%
corporation 233,155,792 (S) 21.51%
SO Pl A B B fE =
Ms. Tsang Shuk Ping @ Spousal interest 519,035,767 (L) 47.88%
LRt @ [ Ea 233,155,792 (S) 21.51%
Best Mark @ Beneficial owner/Other 473,876,157 (L) 43.71%
?E%&ﬁ/\/ﬁﬁﬁ 233,155,792 (S) 21.51%
Total Shine @ Beneficial owner 233,155,792 (L) 21.51%
E=m#EAA
Bluestone ® Benechial owner 220,000,000 (L) 20.29%
ERe EolEE A
Mr. Zhuang Chaohui ® Interest in controlled 220,000,000 (L) 20.29%
corporation
A O FryE A B i
BIERY —ZT—tERHRE
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Baofeng Modern

Mr. Sze is deemed to be interested in the Shares held by
Best Mark and Capital Vision International Limited (”Capital
Vision”). Best Mark and Capital Vision are wholly owned
and controlled by Mr. Sze and are interested in 473,876,157
Shares and 45,159,610 Shares respectively, representing
approximately 43.71% and 4.17%, respectively of the issued
Shares. Best Mark has granted an option to Total Shine, a
company wholly owned and controlled by Ms. Lin, to acquire
233,155,792 Shares in aggregate, representing approximately
21.51% of the issued Shares.

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

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

Total Shine is wholly owned and controlled by Ms. Lin and
obtained an option granted by Best Mark entitling it to acquire
233,155,792 Shares. Total Shine gave option notice to Best
Mark on 12 October 2016 to exercise option to acquire the
Option Shares. According to the Best Mark 2016 MOU, both
Best Mark and Total Shine agreed that the completion date
for the transfer of Option Shares would be postponed to 45
working days after discharge of the Charge or 3 months after
signing of Best Mark 2016 MOU, whichever is earlier, or such
other time or date as Best Mark and Total Shine may agree.
According to the Best Mark 2017 MOU, Best Mark and Total
Shine agreed that the completion date for the transfer of the
Option Shares would be further postponed to 3 months after
discharge of the Charge on 29 June 2017 or such other time
or date as Best Mark and Total Shine may agree.

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

The percentage has been calculated based on the total number
of Shares in issue as at 30 June 2017 (i.e. 1,084,059,608

shares).

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

Interim Report 2017
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Save as disclosed above, as at 30 June 2017, none of the
Directors and the chief executives of the Company was aware
of any other person (other than the Directors or the chief
executives of the Company) or corporation which had, or
was deemed or taken to have, an interest or short position
in the Shares, underlying Shares or debentures which would
fall to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO and be recorded in the
register required to be kept under section 336 of the SFO or as
otherwise notified to the Company.

INTERIM DIVIDEND

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

CORPORATE GOVERNANCE

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

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

Code Provision A.2.1 stipulates that the roles of the Chairman
and Chief Executive Officer should be separated and should
not be performed by the same individual. The Company
deviates from this provision because Mr. Zheng Jingdong
has been performing both the roles of Chairman and Chief
Executive Officer. The Directors consider that vesting two
roles in the same person provides the Group with strong and
consistent leadership in the development and execution of the
Group's business strategies and is beneficial to the Group. The
balance of power and authorities is ensured by the operation
of the senior management and the Board, which comprise
experienced and high caliber individuals. The Board currently
comprises 2 executive Directors, 1 non-executive Director and
3 independent non-executive Directors and therefore has a
strong independence element in its composition.

Other Information
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Other Information

H &

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as set out in
Appendix 10 to the Listing Rules as the required standard for
securities transactions by the Directors. The Company has
made specific enquiries of all the Directors and each of them
confirmed that they have complied with the required standards
set out in the Model Code during the Period.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

During the Period, neither the Company nor any of its
subsidiaries purchased, redeemed or sold any of the
Company'’s listed securities.

AUDIT COMMITTEE

The audit committee was established by the Board on 8
January 2011 with written terms of reference in compliance
with the CG Code as set out in Appendix 14 to the Listing
Rules. The primary duties of the audit committee are to
review and supervise our Group’s financial reporting process,
risk management and internal control systems, review the
effectiveness of the Group’s internal audit function and
review and monitor appointment of the auditors and their
independence.

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

On behalf of the Board

ZHENG Jingdong
Chairman

Hong Kong
25 August 2017
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

EHHGEEERAEMMEERE R

For the six months ended 30 June 2017 B Z —Z—+FNA=+HINEA

Six months ended 30 June
BEAA=1+HLAXEA

2017 2016
—E—tF —EREF
Notes RMB’000 RMB'000

Mt AR¥T AREFTT
(unaudited) (unaudited)
(REEZ) (REEEZ)

REVENUE Uk &% 4 79,328 94,854
Cost of sales SHEMAR (59,480) (71,456)
GROSS PROFIT £ 19,848 23,398
Other net income and gains HAa WA & W 25 58 4 854 1,308
Selling and distribution expenses HE R DR (4,772) (5,489)
General and administrative expenses —M RATE S (22,664) (26,734)
Amortisation of intangible assets & B 5 10 (63,298) (26,350)
Finance costs BB KA 5 (3,335) (4,318)

Fair value gain on convertible notes and ¥ AFEH ABZ Z Al # &

warrants at fair value through profit or ERERREE 2 A TE

loss Yzs 14 33,747 22,757
Fair value loss on provision for contingent &2 {EzT ABZ Z SRR

consideration at fair value through profit B# 2 A FEEBL

or loss 15 (18,139) (11,448)
LOSS BEFORE TAX BRI RIEE 6 (57,759) (26,876)
Income tax expense FT{S i 2 7 (1,625) (310)

LOSS FOR THE PERIOD AND TOTAL AABHEEAELGHRER
COMPREHENSIVE EXPENSES FOR THE REIAZHEBEXZELE
PERIOD ATTRIBUTABLE TO OWNERS

OF THE COMPANY (59,384) (27,186)
LOSS PER SHARE BREE 8

— Basic (RMB) —HEER(ARE) (0.055) (0.025)

— Diluted (RMB) —HE(ARE) (0.055) (0.025)

Details of the dividends are disclosed in note 9 to the f% BRFIE BN B R A BT ISR MIFEQ -
condensed consolidated financial statements.

migiy —2—tEhgms )]



Condensed Consolidated Statement of Financial Position

BMHGEETBERR K

As at 30 June 2017 R-ZF—+FNA=+H

30 June 31 December
2017 2016
—E—+F —E—RF
ANA=+H tZA=+—H
Notes RMB’000 RMB’'000
Mt AR¥T R AREFITT
(unaudited) (audited)
(REEZ) (88FT%)
NON-CURRENT ASSETS FRBEE
Property, plant and equipment ME - = MR 80,055 82,010
Prepaid land lease payments L 32,218 32,640
Intangible assets A E 10 1,239,090 1,302,378
1,351,363 1,417,028
CURRENT ASSETS REEE
Inventories =g 18,507 24,922
Trade receivables JEE Z RN 11 42,078 76,132
Prepayments, deposits and other TERTFIE - 1R R E A R
receivables RIR 19,388 7,437
Pledged deposits BEHFR 2,498 4,283
Cash and bank balances Be MIRTTH R 4,002 4,789
86,473 117,563
CURRENT LIABILITIES REBEE
Trade and bills payables JENE SRR ERNER 12 38,337 53,889
Deposits received, other payables and B E - H AR RIE K&
accruals JEETE M 31,166 33,518
Interest-bearing bank borrowings FFERITEER 13 121,000 124,000
Warrants RIRHEE 14 24 5,067
Income tax payable FET PRI TIR 7,199 8,285
197,726 224,759
NET CURRENT LIABILITIES REEEFEE (111,253) (107,196)
TOTAL ASSETS LESS CURRENT REERABEE
LIABILITIES 1,240,110 1,309,832
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Condensed Consolidated Statement of Financial Position

BMHEEHBERR K

As at 30 June 2017 WR-ZE—+F NA=1+H

30 June 31 December

2017 2016
—E—+tF —E-RF
ANA=+RH +Z—A=+—H
Notes RMB’000 RMB’'000
Mt AR¥T AREFTT
(unaudited) (audited)
(REEZ) (8 5T%)

NON-CURRENT LIABILITIES FRBEE
Convertible notes AR EE 14 166,120 194,824
Provision for contingent consideration KRR (BREAE 15 282,302 268,565
Deferred tax liability RIERIBEE 3,071 3,071
451,493 466,460
NET ASSETS EEEE 788,617 843,372

EQUITY R

Share capital % 7 16 71,629 71,629
Reserves H1E 716,988 771,743
TOTAL EQUITY ERBEE 788,617 843,372

gl —B—tEhEEE )3



24

EHHGEEa2B X

For the six months ended 30 June 2016

BE_T—RFARA=THIXEAR

Attributable to owners of the Company

Condensed Consolidated Statement of Changes in Equity

RRTRANEE
Reserves
E
Statutory  Exchange  Capifal ~ Share
Share  Share Contriouted  surplus fluctuation redemption options ~ Retained Total Total
cptal - premum osuplus fund resene  resee s profits  resenes  equity
EERs EXK® A0ED  BRE
BE RGEE EEEE MRS BR 0 BR BB REEN BREE EaEE
RMB'000  RMB'000  RMB'000  RMB'000 RMB'O00  RMB'0O0  RMB'000  RMB'000  RMB'000  RMB'000
NRETT ARETT ARETR ARETR ARETT ARETT ARETR ARETT ARETT ARETR
At 1 January 2016 (audited) RZ%-7§-5-R(E54) 70555 401639 141376 96,338 155 54 10,688 407766 1058486 1,129,041
ssue of shares upon exercise of share R ERERETRE
options 105 1443 - - - - (4a) - 994 1099
Loss and total comprehensive expense for — EREER AR TS
the period - - - - - - - (Q71%) (2718 (27,180)
Equity-settled share option arrangements — REEENERERE - - - - - - 11864 - 1184 11864
At 30 June 2016 (unaudited) WoB-RERAZTR(REEH) 71610 416074 141376 96,338 155 54 18061 380580 1,053,108 1124718
For the six months ended 30 June 2017 HE-_ZE—+FA=tHIENEA
Attributable to owners of the Company
FATRE ARG
Reserves
i
Statutory Exchange  Capital  Share
Share  Share Contributed  surplus fluctuation redemption ~ options Retained ~ Total  Total
capital premium  surplus  fund  reserve  reserve  reserve  profits reserves  equity
iR EWRE EARE  BRE
Rz RfEE E42% 0Re B BE  BR REEN HROE RRME
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARBTR ARBTR ARMTRL ARMTZ ARBTR ARMTR ARMTRL ARMTZ ARETR
At 1 January 2017 (audited) HZ%-t5-A-B(88H) 71629 41635 141376 95478 155 54 25363 9252 I 833N
Loss and total comprehensive expense for — AEESRR2 AR AE
the Period - - - - - - - (59,384) (59,384) (59,384)
Equity-settled share option arrangements — REEESERERE - - - - - - 4609 - 469 4629
Forfeiture of share options WhERE - - - - - - (68) 8 - -
At 30 June 2017 (unaudited) WoE-tEXAZTR(%EEH) 71629 41635 141376 95478 155 54 2994 33206 716988 788,617
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Condensed Consolidated Statement of Cash Flows

HHGERERER

For the six months ended 30 June 2017 B Z —Z—+FNA=+HINEA

Six months ended 30 June
BEAA=1+HLAXEA

2017 2016
—E—tF ZE—RF
RMB’000 RMB’000

AR¥TR AREFTT
(unaudited) (unaudited)
(REEZ) (REEEZ)

NET CASH FLOWS FROM/(USED IN): s/ (FiTR)BRE&HRETHE
Operating activities D) 16,360 38,756
Investing activities "B EE (10,812) (392,022)
Financing activities BEEE (6,335) (3,889)
NET DECREASE IN CASH AND CASH ReERBESEEY

EQUIVALENTS WA FEEE (787) (357,155)
Cash and cash equivalents at beginning of HIRe MR EHEY

period 4,789 789,836

CASH AND CASH EQUIVALENTS AT END OF HIXRBEEREESZEY
PERIOD 4,002 432,681

ANALYSIS OF BALANCES OF CASH AND HERBESEEY
CASH EQUIVALENTS DT
Cash and bank balances IR MERTTE 4,002 432,681

gy —2—tEhggs )5



Notes to the Condensed Consolidated Financial Statements

BB AR & B 3% 3R R B &

For the six months ended 30 June 2017 EZ _—ZF—+F A=+ HILNEA

26

CORPORATE INFORMATION

The Company is a limited liability company incorporated
in the Cayman Islands. The registered office address and
principal places of business of the Company as disclosed
in the “Corporate Information” section of the interim
report. The Shares of the Company were listed on the
Main Board of the Stock Exchange on 28 January 2011.

The principal activity of the Company is investment
holding. The Group is involved in the manufacture and
sale of slippers, sandals, casual footwear and graphene-
based EVA foam material and slippers. An analysis of the
Group's performance for the Period by business segment
is set out in note 3 to the Interim Financial Statements.

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

BASIS OF PREPARATION

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

The Interim Financial Statements should be read in
conjunction with the annual financial statements for
the year ended 31 December 2016, which have been
prepared in accordance with International Financial
Reporting Standards (“IFRSs").

Baofeng Modern Interim Report 2017
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Notes to the Condensed Consolidated Financial Statements

GRS M B RRMEE

For the six months ended 30 June 2017 B Z —Z—+FNA=+HINEA

BASIS OF PREPARATION (continued)

As at 30 June 2017, the Group’'s current liabilities
exceeded its current assets by approximately
RMB111,253,000. The Group incurred a loss for
the Period of approximately RMB59,384,000. These
conditions indicate the existence of a material uncertainty
which may cast significant doubt on the Group’s ability
to continue as a going concern and therefore, the Group
may not be able to realise its assets and discharge its
liabilities in the normal course of business.

In view of such circumstances, the Directors have given
careful consideration to future liquidity and performance
of the Group and its available sources of financing in
assessing whether the Group will be able to finance its
future working capital and financial requirements. Certain
measures have been taken to manage its liquidity needs
and to improve its financial position which include, but
are not limited to, the followings:

1. The Group obtains facilities from financial
institutions to extend existing borrowings upon
their maturities. The Group will actively negotiate
with the PRC banks for the renewal of the Group’s
PRC bank borrowings when they fall due to secure
necessary facilities to meet the Group's working
capital and financial requirements in the near
future. The Directors have evaluated all the relevant
facts available to them and are of the opinion that
the Group has a good track record or relationship
with the banks which will enhance the Group’s
ability to renew the Group’s PRC bank borrowings
upon expiry;

2. The Group will implement operation plans to control
costs and generate adequate cash flows from the
Group’s operations; and

3. The Group obtained a new facility of
RMB40,000,000 from a financial institution in June
2017 which was guaranteed by a subsidiary of the
Group.
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BASIS OF PREPARATION (continued)

The Directors have reviewed the Group’s cash flow
projections prepared by management. The cash flow
projections cover a period of not less than twelve months
from the end of the reporting period. The Directors
are of the opinion that, taking into account the above-
mentioned plans and measures, the Group would have
sufficient working capital to finance its operations and
to meet its financial obligations as and when they fall
due within the next twelve months from the end of
the reporting period. Accordingly, the Directors are of
the opinion that it is appropriate to prepare the Interim
Financial Statements on a going concern basis.

Should the Group be unable to continue to operate as
a going concern, adjustments would have to be made
to write down the value of assets to their recoverable
amounts, to provide for further liabilities which might
arise and to reclassify non-current assets and non-
current liabilities as current assets and current liabilities
respectively. The effect of these adjustments has not been
reflected in the Interim Financial Statements.

The Interim Financial Statements have been prepared in
accordance with the same accounting policies adopted
in the 2016 annual financial statements, except for
the accounting policy changes that are expected to be
reflected in the 2017 annual financial statements as
detailed below:

The Group has adopted the following new and revised
IFRSs which are effective for the Group’s financial year
beginning on 1 January 2017.

Amendments to IAS 7 Disclosure Initiative

Amendments to IAS 12 Recognition of Deferred Tax Assets
for Unrealised Losses

Annual Improvements to IFRSs
2014-2016 Cycle

Amendments to IFRSs

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

The Group has not applied any new standard or
interpretation that is not yet effective for the current
accounting period.
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BB AR & B 3% 3R R B &

For the six months ended 30 June 2017 EZ _—ZF—+F A=+ HILNEA
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Notes to the Condensed Consolidated Financial Statements

GRS M B RRMEE

For the six months ended 30 June 2017 # % —

SEGMENT INFORMATION

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

(@) the Boree branded products segment manufactures
and sells Boree Products;

(b) the graphene-based products segment applied the
Technology Know-how by applying graphene in the
production of Graphene-based Products; and

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

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

The segment profit or loss represents the profit earned
by or loss from each segment without allocation of
interest income, other unallocated net income and gains,
amortisation of intangible assets, fair value change on
convertible notes, warrants and provision for contingent
consideration at FVTPL, finance costs as well as corporate
and other unallocated expenses.

Segment assets exclude property, plant and equipment,
prepaid land lease payments, intangible assets, raw
materials, work in progress, prepayments, deposits and
other receivables, pledged deposits and cash and bank
balances as these assets are managed on a group basis.
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BB AR & B 3% 3R R B &

For the six months ended 30 June 2017 #HZ_-Z

3. SEGMENT INFORMATION (continued)

Segment liabilities exclude trade and bills payables,
interest-bearing
bank borrowings, convertible notes, warrants, income tax
payable, deferred tax liability and provision for contingent
consideration as these liabilities are managed on a group

certain other payables and accruals,

basis.

Regarding the Baofeng branded products segment
presented for the period ended 30 June 2016, it is not
reported in the Period since it ceased operation in 2016.

Period ended 30 June 2017

Notes to the Condensed Consolidated Financial Statements

—tFNA=FHIEANEA

3. oHERE)
HRENESERRENERE .
H TR IE&TJ%H% +§\$Eﬁ
BEE AR EE  RIRERE - AT
?%%)%Iéi*iﬁﬂﬁlﬁﬁﬁ AR E R
BUAREBEEREEMNEE BT
7+)\/\4BE\TE°

EE A IAY S +E¢%ﬁ
Eﬁ%a@%FE%% " AR FZ
DER_E—RFE=LE W%'Wﬁﬁ
FAHARREZ D EB -

BE-Z—tFAA=THLHH

Graphene-
Boree based
Products Products OEM Total
BEAEER RERER @t
RMB'000 RMB'000 RMB'000 RMB'000
AR®T R AR®TR AR®TR AR®TR
(unaudited)  (unaudited) (unaudited) (unaudited)
(REER)  (REBR)  (REER) (REER)
Segment revenue gl 6
Sales to external customers MNREPHE 1,528 99 77,701 79,328
Segment results PERE (844) (66) 15,986 15,076
Reconciliation: B -
Interest income FIEKA 55
Other unallocated net income and HMRDERA KMz F5
gains 799
Corporate and other unallocated ¥R EMADEHT
expenses (22,664)
Amortisation of intangible assets & & E# (63,298)
Fair value gain on convertible notes & AT Ext Az 2 AR E
and warrants at FVTPL BRRRER AT ERR 33,747
Fair value loss on provision for ~ BRATEFABRZZFAKE
contingent consideration at BE A ATEEX
FVTPL (18,139)
Finance costs BEMK (3,335)
Loss before tax BRI RIEE (57,759)
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Notes to the Condensed Consolidated Financial Statements

GRS M B RRMEE

For the six months ended 30 June 2017 B Z —Z—+FNA=+HINEA

3. SEGMENT INFORMATION (continued) 3. DRERE)
As at 30 June 2017 R=-ZE—tHFXA=+H
Graphene-
Boree based
Products Products OEM Total
BEABER FREFER @t
RMB'000 RMB'000 RMB’000 RMB'000
AR¥Tn AR¥ETR ARETR AR¥T=x
(unaudited)  (unaudited) (unaudited) (unaudited)
(RBERZ) (REER)  (REER) (REBER)
Segment assets PHEE 4,613 17,889 24,138 46,640
Reconciliation: #
Corporate and other unallocated EREMADEEE
assets 1,391,196
Total assets BEARE 1,437,836
Segment liabilities PHEE 300 - - 300
Reconciliation: B
Corporate and other unallocated ¥R EMADEEE
liabilities 648,919
Total liabilities BERE 649,219

BN —T—tEHhHmE
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For the six months ended 30 June 2017 #HZ_-Z

3. SEGMENT INFORMATION (continued) 3.

—tFNA=FHIEANEA

i) %Bﬁﬂ(f*

Notes to the Condensed Consolidated Financial Statements

Period ended 30 June 2016 BE-ZE—XREXA=1+HILHHE
Boree
Products OEM Total
EABER Bt
RMB'000 RMB'000 RMB'000
ARETT AR®ETRT ARETR
(unaudited) (unaudited) (unaudited)
(REEER)  (REBR)  (REER)
Segment revenue 2 Wz
Sales to external customers FNREPHE 710 94,144 94,854
Segment results PIEE (2,561) 20,470 17,909
Reconciliation: I
Interest income FIBUYA 795
Other unallocated net income and gains ~ EfRDEMA R UG FE 513
Corporate and other unallocated expenses %R E AN EFRS (26,734)
Amortisation of intangible assets BYEEEH (26,350)
Fair value gain on convertible notes and AT B ABR TREFERR
warrants at FVTPL IRHEE 2 N HENE 22,757
Fair value loss on provision for contingent AT E NERHARBEEZ A
consideration at FVTPL FEEX (11,448)
Finance costs BEMR (4,318)
Loss before tax R BB (26,876)

Baofeng Modern Interim Report 2017




Notes to the Condensed Consolidated Financial Statements

GRS M B RRMEE

For the six months ended 30 June 2017 B Z —Z—+FNA=+HINEA

3. SEGMENT INFORMATION (continued) 3. DRERE)
As at 31 December 2016 RNR-E—XRE+=-BA=+—H
Graphene-
Boree based
Products Products OEM Total
EANBER RERER Bat
RMB'000 RMB'000 RMB'000 RMB'000
ARETT AREFT ARETT AREFR
(audited) (audited) (audited) (audited)
(&EZ) (&%) (&%) (EF=Z)
Segment assets PHEE 1,497 33,011 48,340 82,848
Reconciliation: #i
Corporate and other unallocated EREMADPEEE
assets 1,451,743
Total assets BEARE 1,534,591
Segment liabilities PHEE 300 - - 300
Reconciliation: B
Corporate and other unallocated ¥R EMADEEE
liabilities 690,919
Total liabilities BERE 691,219

BN —T—tEHhHmE
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For the six months ended 30 June 2017 EZ _—ZF—+F A=+ HILNEA

3.

SEGMENT INFORMATION (continued) 3.

Geographical information

(a) Revenue from external customers

DEBER (&)
i & &

Notes to the Condensed Consolidated Financial Statements

BB AR & B 3% 3R R B &

(a) REINREFH K

Six months ended 30 June
BZEAA=1tHILA<EA

The revenue information above is based on the
locations of the customers.

(b) Non-current assets

2017 2016

—FE—+tF —E—RF

RMB’'000 RMB'000

ARBT T AREFIT

(unaudited) (unaudited)

(RBEZ) (REEFEZ)

PRC (principal place of operations) FE(EELEHE) 1,629 3,160
us E=3E 71,607 89,632
South America EEI) 375 402
Europe BM 1,461 232
South East Asia R 1,945 258
Other countries HbE xR 2,311 1,170
79,328 94,854

A EWSEREREPUES

e

(b) FHBEE

30 June 31 December

2017 2016

—E—+F —T—RF

AA=+H +tZ—A=+—H

RMB’000 RMB’000

AR® T ARETT

(unaudited) (audited)

(REER) (&EZ)

PRC (principal place of operations) RE(EELLME) 1,351,355 1,417,018

The non-current assets information above is based
on the locations of the assets.

Baofeng Modern Interim Report 2017
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Notes to the Condensed Consolidated Financial Statements

GRS M B RRMEE

For the six months ended 30 June 2017 B Z —Z—+FNA=+HINEA

SEGMENT INFORMATION (continued)

Information about major customers

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

3. ZoEERE)
TEFFNESR
R ERE - KEEF ZWash AN &
BABHETEI10%IA LENT

Six months ended 30 June
BZEAA=1tHILAXHEA

2017 2016
—E—tF A
RMB’000 RMB’000

ARBTT AREFTT
(unaudited) (unaudited)
(REEZ) (REEFEZ)

Customer A ZEA
Customer B ZFEB
Customer C =PC
* Revenue from Customer C contributed less than 10% of

the total sales of the Group for the Period.

The Group’s major customers are in the OEM segment.

48,152 41,836
8,135 13,785
6,695 19,609

* RAHBKREREPCZ REh A%
EAHETEDR10% °

AEBNEEZFLAROEMADEL o

BN —T—tEHhHmE
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For the six months ended 30 June 2017 EZ _—ZF—+F A=+ HILNEA

Notes to the Condensed Consolidated Financial Statements

4. REVENUE, OTHER NET INCOME AND 4. Wi HMWRA R WS FEE

GAINS

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

returns and trade discounts.

An analysis of revenue, other net income and gains is as

BRFE -

WHITAIASBRZERE  HERD
RERELRESHNBRENEEER

Yo g ~ EL A A B W s 3 BR ) 20 AT 4R

follows: T
Six months ended 30 June
BEARA=1THILX<EAR
2017 2016
—E—+tF ZE—RF
RMB’000 RMB’000
ARET AREET T
(unaudited) (unaudited)
(REEZ) (REEFEZ)
Revenue Wz
Manufacture and sales of goods HENMBEESE M 79,328 94,854
Other net income and gains HibW A R Wz F88
Interest income FBHA 55 795
Sales of scrap material fHE R R 62 258
Rental income GRS 171 219
Subsidy income LGN 164 -
Others Hith 402 36
854 1,308
5. FINANCE COSTS 5. MERE

Six months ended 30 June
BEAA=1tHI~HEA

2017 2016
—E2—tF “E-REF
RMB’000 RMB’000
AR®T ARETT
(unaudited) (unaudited)
(REER) (REEEZ)
Interest on bank loans repayable within AR AFRNEENRITER
five years A 3,335 4,318

Baofeng Modern Interim Report 2017




6.

Notes to the Condensed Consolidated Financial Statements

BEE

BB ®RME

For the six months ended 30 June 2017 B Z —Z—+FNA=+HINEA

LOSS BEFORE TAX

The Group’s loss before tax is arrived at after charging/

(crediting):

6. BRBIAIEIR

AEEOBRBATBRE R (G A):

Six months ended 30 June
BEAA=1tHILA<HEA

2017 2016
—E—+tF —E-RF
RMB’000 RMB'000
ARET R AREET T
(unaudited) (unaudited)
(RBEZ) (REFEZ)
Cost of inventories sold* BEFEERA* 59,499 70,027
Depreciation* e 3,584 3,992
Amortisation of prepaid land lease TEAS + 30 FH 5 8
payments 422 422
Amortisation of intangible assets mEESEH 63,298 26,350
Minimum lease payments under operating 1B 1 i R IEF KL O
leases in respect of land and buildings* SIEAESFx 211 205
Employee benefit expenses (including EERNAX (BREES
directors’ remuneration)*: e DR
Wages and salaries TENES 22,206 24,495
Equity-settled share option expenses AR S E MBI ER 4,629 11,864
Staff welfares EEREF 515 614
Contributions to retirement benefits RIKAE B3R
schemes 1,205 1,615
28,555 38,588
Reversal of impairment loss on trade B[O e & 5 IR FURE B 18
receivables (690) (263)
(Reversal of write down)/write down of FE(MURE L), Mo
inventories (19) 1,429
Loss on disposal of items of property, plant HEWE  HE KR EEEB
and equipment BB 108 -
Research and development costs** NG 4,615 1,571
* The cost of inventories sold for the Period includes * KNEIE B & 17 Bk N B 1A A R

approximately RMB16,563,000 (2016: RMB19,536,000)
relating to direct staff costs, depreciation of
manufacturing facilities and operating lease payments in
respect of land and buildings, which are also included in
the respective total amounts disclosed above for each of

these types of expenses.

**  The research and development costs are included in * o
“General and administrative expenses” on the face of the
condensed consolidated statement of profit or loss and

other comprehensive income.

16,563,0007T ( —ZE—NF : AR
19,536,000 ) W E Z1EE LA« &£
ERMITEL R L RIETFRLH
HfT kS8 B B A _EXAT
WS AR S AR A8 58 -

MEXAEFTABHEE B K
B2 E R am R ey [—RRITHE
X e

BN —T—tEHhHmE
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For the six months ended 30 June 2017 EZ _—ZF—+F A=+ HILNEA

7. INCOME TAX EXPENSE

No provision for Hong Kong profits tax has been made as
the Group’s tax losses brought forward from prior years
exceeded the assessable profits arising in Hong Kong for
the Period (2016: Nil). Taxes on profits assessable in the
PRC have been calculated at the prevailing rates, based
on existing legislation, interpretations and practices in

respect thereof.

7. FIEHRX

BB A -

Notes to the Condensed Consolidated Financial Statements

HRAEE B BEFEAE ZHIAR
BEEAMRAETSELNERT G
o RWEELBANEHBERB(=F
—NEF) MBI RS N IR
TIRBMRBEMRITEN 2B RER

Six months ended 30 June

BEANA=THILEAEA

2017 2016
—E—+tF —T—RF
RMB’000 RMB’000
ARET R AREEF T
(unaudited) (unaudited)
(RBEXR) (REgEZ)

Current — PRC BVER —rh
Charge for the period BB 813 208
Under-provision in prior years BEFEEETR 812 102
Total tax charge for the period BRI I8 2 FH 42 5B 1,625 310
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Notes to the Condensed Consolidated Financial Statements

GRS M B RRMEE

For the six months ended 30 June 2017 B Z —Z—+FNA=+HINEA

LOSS PER SHARE

The calculation of basic loss per share is based on the
consolidated loss for the Period attributable to owners of
the Company of approximately RMB59,384,000 (2016:
RMB27,186,000) and the weighted average number of
Shares of 1,084,059,608 (2016: 1,077,726,861) in issue
during the Period.

The weighted average number of Shares used to calculate
the basic loss per share for the Period included the
1,084,059,608 Shares in issue as at 1 January 2017 and
30 June 2017.

The weighted average number of Shares used to calculate
the basic loss per share for the period ended 30 June
2016 included the 1,067,579,608 Shares in issue as at 1
January 2016 and 16,200,000 Shares issued on 9 March
2016 in respect of the exercise of share options.

During the periods ended 30 June 2017 and 2016,
diluted loss per share does not assume the exercise of
the Company’s share options and convertible notes as the
exercise of the Company’s share options and convertible
notes would result in a decrease in loss per share, and is
regarded as anti-dilutive.

DIVIDENDS

The Board did not recommend the payment of an interim
dividend for the Period (For the six months ended 30 June
2016: Nil) to the shareholders of the Company.

BREE
EREREERIERARNGHESR AR
HMABPEEEBEHARE
59,384,000C( = E —RF : AR
27,186,0007T ) R AN HRfEI B B 17 iR (9
2 DNAE A% £01,084,059,608F% ( —
T—N4F : 1,077,726,8610% )5t HE »

REsTEHEABENSREREIR
R HD 2 NEFEERER - —+
F—A—-BR-ZZE—+FA=1H
B 277/#91,084,059,608% B 15 ©

BlEstEHE T — X F~A=1H
IFHAR M SRR E AN E BRI AR (0 2 hniE
FHHRER-_ZE—XF—A—HE
Z1TH1,067,579,6080% A% (7 + LA K Bk
TEERER_TE—"F=ZANA%H
17H916,200,000R% A% 17 °

HE-_ZT—tFK=-_ZT—~F~A
=T HIEHE SREEEBILE
BREBEITEARRANERE RIS
B RARTERARABRERA
BREBRKEREREERD RESR
R -

HﬁJ%\
EFEeTERAANRBRRIRMN A
FEOHHRE(BE T~ FXA
=tHIEAREA  F)e

BN —T—tEHhHmE
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10. INTANGIBLE ASSETS

10. EFEE

Notes to the Condensed Consolidated Financial Statements

BB AR & B 3% 3R R B &

For the six months ended 30 June 2017 EZ _—ZF—+F A=+ HILNEA

Baofeng Modern

acquired from Bluestone, an independent third party, in

2015.

Interim Report 2017

B W RO B A o

020
distribution Deferred
Technology vending  development
Know-how system costs Total
(Notes a, ¢) (Notes b, ¢) (Note d)
0207 8 413
B AE EEZR HERA BE
(BitzEa, c) (PaEb, ) (KfzEd)
RMB'000 RMB'000 RMB'000 RMB'000
AREFT AREFT ARETT ARETT
Cost: BA:
At 1 January 2016 RZE—~E—A—H 1,483,117 - - 1,483,117
Addition during the year FREE 104,401 60,000 92,378 256,779
At 31 December 2016 and RZE—REF
1 January 2017 +TZRA=+—8kK
“T—+5—-H—H 1,587,518 60,000 92,378 1,739,896
Addition during the Period A H R A - - 10 10
At 30 June 2017 RZE—+%F
NA=1H 1,587,518 60,000 92,388 1,739,906
Accumulated amortisation R EHERFE:
and impairment:
At 1 January 2016 RZE—~E—H—H 6,501 - - 6,501
Provided for the year FARE 105,401 - - 105,401
Impairment loss for the year AR EEE 325,616 - - 325,616
At 31 December 2016 and RZT—RF
1 January 2017 TZA=1T—8kK
—T—+F-A—H 437,518 - - 437,518
Provided for the Period REE R 61,607 1,651 40 63,298
At 30 June 2017 RZT—+F
ANA=1H 499,125 1,651 40 500,816
Net carrying amount: REFE:
At 30 June 2017 RZF—+F
~NA=1H 1,088,393 58,349 92,348 1,239,090
At 31 December 2016 RZE—RF
+-A=+—H 1,150,000 60,000 92,378 1,302,378
Notes: B e
(@) It represented the Technology Know-how, which was (@) BEBER-_ZE—RhFERBIYE=H



Notes to the Condensed Consolidated Financial Statements

10. INTANGIBLE ASSETS (continued)

Notes: (continued)

(a)

(b)

(@

(d)

(continued)

The completion date of the transaction (“Completion
Date”) was 16 December 2015. The cost of the
Technology Know-how was determined by the Directors
and represented the sum of the cash consideration, the
fair value of the convertible notes (note 14) and provision
for contingent consideration at the acquisition date (note
15), and the capitalised transaction costs arising directly
from the acquisition of the Technology Know-how. During
2016, addition of the Technology Know-how represented
the capitalisation of imputed interest of discounting the
contingent consideration until the commencement of
the use of the Technology Know-how. The Group’s first
graphene application products mass production line was
completed and commenced trial production in late May
2016, and mass production has already been commenced
in July 2016.

The Technology Know-how has definite useful lives and is
amortised over 10 years using the straight-line method.

In July 2016, the Group acquired the design of 020
distribution vending system at the consideration of
RMB60,000,000 from two independent third parties.
Directors consider that the 020 distribution vending
system would provide customers with an interactive and
unique shopping experience, enhance the distribution
channel of the products made by the Group and establish
the core technical competitiveness of the Group.

The Directors consider that the Technology Know-how and
020 distribution vending system belong to the 020 cash
generating unit (the”Cash-generating Unit”), being the
smallest identifiable group of assets that generates cash
inflows that are largely independent of the cash inflows
from other assets. The Directors conducted an impairment
assessment on the Cash-generating Unit and considered
that there was no impairment to the carrying amount of
the Cash-generating Unit as at 30 June 2017.

In July 2016, the Group engaged several independent
third parties in the research and development of
manufacturing and application technology of graphene
material on sterilizing chips, energy storage materials
for batteries and pressure-sensitive lighting devices for
shoes. The Directors seek the opportunities in applying the
graphene material in products other than shoes and plan
to launch in the coming years.

GRS M B RRMEE

For the six months ended 30 June 2017 B Z —Z—+FNA=+HINEA

10.

BVEE W)
s - ()

(a)

(d)

(%)

RBZERBAH ([TRBEH) A=
E-RF T AT/RNE BRI HE
MWK AHMERETE BRSNE 7
BRRE (MFE14) REARERE
R A IR AP E (15 RE
R R A E LR E A
RPRARZ B -N_T—RF
3% B 2 Al R0 58 4 i B 4R 8 AR T 1l AT
BRIBHRRIARENEENEE
K- AEBE—GREERRGE
RERZEESKER _T—XRFh
ARZRERNBE YER=-F
—RELADHRBEE-

BAir A B A BR A) {5 AR A BN LA
BHEED10F 84 -

RZTE—RNEtA AEEAMA
BUE = HKEO200HEE AL
H A R (B B AR ¥60,000,000
ToEBERA O20NHEERSA
REFREELIHRBENEYER .
MEmAEEEEZERNDHEE
BRENAEEZZOEMEF
jj °

EEZRA BMTAMEEC20N HE
EERERO20REELEEM ([
SEEEMN]) NERNBIREAM
BEZRSRANATELER SR
M/ AR EEMR -EEEH
WEEABMETRESSE TR
ARZE—tFRNAZTHESE
EEAMERAETEERE-

RIB-—RFLA TEEERR
FBUE=TTNELRBEM BN
RO H  BhEHEMHLRERE
BRAKEMNEERERZM -&E
ESHBAREHMEERNERE A
SMNEMZEE  WRT BN ARKE
FHEH -

BN —T—tEHhHmE
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For the six months ended 30 June 2017 #HZ_-Z

10.

11.

Baofeng Modern

INTANGIBLE ASSETS (continued)

Notes: (continued)
(d)  (continued)

The Directors estimated the value in use of the deferred
development costs for impairment assessment purpose
using discounted cash flow approach and concluded that
no provision for impairment to the carrying amount of the
deferred development costs was made at 30 June 2017.

TRADE RECEIVABLES

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

An aged analysis of the Group’s trade receivables, net
of allowance for doubtful debts as at the end of the

11.

Notes to the Condensed Consolidated Financial Statements

—tFNA=FHIEANEA

/\\\ ﬁ E (ﬁm
i (a0
@ (4

EECERERBASNEAME
EFRERANEREE KETR

B ERRR E—HEK
=+ AL EBEER ER AN EE
1R R B -
FE W B 2 BR X
AEBEEFNEZFRREIENUEE

EIT REFPREHNEEN —RR=
BA RNEBBNEBEEREEN
JEU IR R B EEEEEF - A
BHIEEERR - REEETEHRS
B AN EX A BAKE
MEWEZEREXETRNEFE
B BT EEAEFEERAR K%
B ERE RN E SRR ESRT BT
EF MR E MR EENHRRE - &
WE BRI TELR

REHRPR  AEERWKE ZRFH
BRARBRBEHROREZEHESNER

reporting period, based on the invoice date, is as follows: ot -
30 June 31 December
2017 2016
—E—+tF BT
~BA=+H +=-—A=+—H
RMB'000 RMB’'000
AR¥T T ARETIT
(unaudited) (audited)
(REEZ) (88 FT%)
Within 3 months 3ME AR 16,910 38,208
4 to 6 months 476 A 6,903 33,063
7 to 12 months =121 A 18,265 4,861
42,078 76,132

Interim Report 2017




Notes to the Condensed Consolidated Financial Statements

GRS M B RRMEE

For the six months ended 30 June 2017 B Z —Z—+FNA=+HINEA

12. TRADE AND BILLS PAYABLES

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

12. ENEZRARESEE

REHWF  AEEENEDERR
FEN R IBIRE R A RIS R A
mF -

30 June 31 December

2017 2016

—E-tF ZERF

ANA=+AH tZA=+—H

RMB’000 RMB'000

AR®T R AR®ET T

(unaudited) (audited)

(REEZ) (T Z)

Within 3 months 3ME AN 18,505 36,998
Over 3 months 3ME A E 19,832 16,891
38,337 53,889

The trade and bills payables are non-interest-bearing and
are normally settled on six months terms (31 December
2016: six months). The bills payables of RMB8,327,000
(31 December 2016: RMB14,277,000) were secured
by the Group’s pledged deposits amounting to
RMB2,498,000 as at 30 June 2017 (31 December 2016:
RMB4,283,000).

ENEBESERRENEETTE B
—BRARBEA(ZE-—RF+A
=+—H: R NERAABE-NR_Z
—tFERNAZTH - KAEERBEED
1z AR #2,498,0007T( ZF — 7~
F+-—A=+—H: AR™4,283,000
7T ) A ARH8,327,000T( ZE — <
F+_-_A=Z+—8B: AR ¥
14,277,0007T ) A9 FEAST SEIRAE M HELR o
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For the six months ended 30 June 2017 #HZ_-Z

Notes to the Condensed Consolidated Financial Statements

—tFNA=FHIEANEA

13. INTEREST-BEARING BANK BORROWINGS 13. ;T EBITEE

30 June 31 December
2017 2016
—E—tF TE—RF
~A=+H +=-—A=+—H
RMB'000 RMB’'000
AR¥T ARETIT
(unaudited) (audited)
(REEZ) (8FT%)

Secured bank loans repayable within one B —F RN {EE A ETE
year TE® 121,000 124,000
(@) At 30 June 2017 and 31 December 2016, the bank (@ R-ZE—+FA=1tHAER=ZE

(b)

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

Six months ended
30 June 2017

4.35% - 5.06% per annum

Year ended
31 December 2016

4.60% — 6.25% per annum

At 30 June 2017, the secured bank loans of the
Group were secured by a pledge of the Group’s
buildings and land use right, amounting to
approximately RMB14,046,000 (31 December
2016: RMB15,680,000) and approximately
RMB33,034,000 (31 December 2016:
RMB33,456,000) respectively. In addition, the bank
loans were guaranteed by an independent third
party and Mr. Zheng Jingdong.

Baofeng Modern Interim Report 2017

(b)

/\i"f’fﬂ _‘f‘ = fE?TE
FTIENAREEHE - WIRA &

BEMB XA
BE-ZT—+F HF435%
NA=+HIE £5.06%
7~E A

HE-Z—RF &HF460%
+=—A=+— %6.25%
IFFE

E/\_7 +ERA= ‘T‘E PiNE=S

B o R EBHOAREK
14,046,0007L( = F—RF+=
A=+—8 : AR®¥15,680,000
TIOWMEFREHARE
33,034,00070( —Z T —NFE+ =
A=+—H : AR#33,456,000
TR L FERAEEARERS
BIRIBITEROER I B
BIRTTERCE—RBIYE=H
MBS BRI EER -



Notes to the Condensed Consolidated Financial Statements

GRS M B RRMEE

For the six months ended 30 June 2017 B Z —Z—+FNA=+HINEA

14. CONVERTIBLE NOTES AND WARRANTS 14. TREBEEERZRER
Valuation of the Convertible Notes and the AR EERAREREE
Warrants
The movements of the Convertible Notes and the AHRRERRRREFNEEHNT

Warrants were as follows:

2015 2016
Convertible  Convertible 2012 2015
Notes Notes Warrants Warrants Total

“Z-1fE CZE-R"E ZE-Z& C—Z-1f¥
TREBEEE TERRRE RRESE AR EE
(Note a) (Note a) (Note b) (Note b)
(HizEa) (MzEa) (F7ED) (H5Eb)
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETE ARETT ARETRE AR®ETR

o>
N
P

Fair value at RZE—RE—HA
1 January 2016 —BEATE 91,717 - 11,146 10,444 113,307
Issued during the year R 1T - 55,411 - - 55,411

Fair value loss charged/  FRREZMKRE D
(gain credited) to profit  FEEX/ (T AK

or loss during the year A F{EUE) 25,177 22,519 (6,079) (10,444) 31,173
Fair value at RZE—RF
31 December 2016 and +=—F=+—H
1 January 2017 R-T—t&—
A—BHAYE 116,894 77,930 5,067 - 199,891

Fair value gain credited to AEEEt AIBZHA
profit or loss during the  F{E 475

Period (17,222) (11,482) (5,043) - (33,747)
Fair value at RZE—+EXHA
30 June 2017 =+EHRTE 99,672 66,448 24 - 166,144
Represented by: AATEERR:
At 30 June 2017 RZZ—tF
~A=1H
Current portion k) - - 24 - 24
Non-current portion EREBIH 99,672 66,448 - - 166,120
99,672 66,448 24 - 166,144
At 31 December 2016 RZZE—RF
+-A=+-H
Current portion mENE - - 5,067 - 5,067
Non-current portion FnBHH 116,894 77,930 - - 194,824
116,894 77,930 5,067 - 199,891

migry —T-tetmEs 45
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For the six months ended 30 June 2017 EZ _—ZF—+F A=+ HILNEA

14. CONVERTIBLE NOTES AND WARRANTS
(continued)

Valuation of the Convertible Notes and the
Warrants (continued)

Notes:

(a)

Baofeng Modern

In connection with the acquisition of the Technology
Know-how as explained in note 10, the Company
issued zero-coupon unsecured convertible notes (the
“2015 Convertible Notes”) with principal amount of
HK$110,880,000 as part of the initial consideration on
16 December 2015. As a settlement of part of contingent
consideration, the Company also issued zero-coupon
unsecured convertible notes (the “2016 Convertible
Notes”) with principal amount of HK$73,920,000 on 2
February 2016.

The 2015 Convertible Notes and 2016 Convertible Notes
(collectively as the “Convertible Notes”) entitle the holder
to convert them into the Shares at any time from the
date of issue of the 2015 Convertible Notes and 2016
Convertible Notes to the date immediately prior to the
maturity date on 16 December 2018 and 2 February 2019
respectively, being the third anniversary of the date of
issue, in multiples of HK$1,000,000 at a conversion price
of HK$0.84 per conversion share subject to adjustments in
certain events. The Shares to be allotted and issued upon
conversions shall rank pari passu in all respects among
themselves and with all other Shares in issue by the
Company on the date of such allotment and issue. Also,
the Company has a right to redeem the Convertible Notes
at any time before the maturity dates of the Convertible
Notes.

During the period ended 30 June 2017 and year ended
31 December 2016, the Convertible Notes holder did not
convert any Convertible Notes.

The Convertible Notes included a debt instrument with
embedded derivatives. Upon initial recognition, the
Convertible Notes are designated as financial liabilities
at FVTPL since it contains embedded foreign exchange
derivatives. The fair values of the Convertible Notes are
remeasured at the end of each reporting period and any
gains or losses arising from changes in fair value are
recognised in the statement of profit or loss.
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14. CONVERTIBLE NOTES AND WARRANTS

(continued)

Notes to the Condensed Consolidated Financial Statements

GRS M B RRMEE

Valuation of the Convertible Notes and the

Warrants (continued)

Notes: (continued)
(@)  (continued)

Valuation

As at 30 June 2017 and 31 December 2016, the
fair values of the 2015 Convertible Notes and 2016
Convertible Notes were based on the valuations
performed by Ascent Partners Valuation Service Limited
("Ascent Partners”), an independent firm of professionally
qualified valuers and calculated using the binomial model

F—+EAH

=1+ HINEA

14. TRREBERABRER (@)

THRERERARERGE(E)

BfeE: (4&)
@ (&)
fh{E

RZF—

tFERNAZTEEZE

—RNFE+ZA=+—H ZE—H

FAMBERER T

—NEF A AR
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BRAR ([XF7H]) PrgETrfhEET
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and the inputs into the model were as follows: RN R A R E  ZEXA
B ABIRINT
30 June 31 December
2017 2016
—E—+tF NS
AA=+H +-H=+—H
2015 Convertible Notes “E-AFEURRER
Stock price (HK$) W& (%) 0.87 0.99
Principal amount (HK$'000) K (FET) 110,880 110,880
Coupon rate (%) T F K (%) 0 0
Conversion price (HK$) BARE (BT) 0.84 0.84
Volatility (%) ;)i WE(%) 53.21 81.76
Risk-free rate (% per annum) BHNE (% BF) 0.64 1.07
Expected life (years) ?Eﬁﬂiﬁﬂ (F) 1.46 1.96
Expected dividend yield (%) TEHRRS B 25 R (%) 0 0
2016 Convertible Notes TE-AREURRER
Stock price (HK$) R% (& (7 T) 0.87 0.99
Principal amount (HK$'000) e (FAT) 73,920 73,920
Coupon rate (%) T F K (%) 0 0
Conversion price (HK$) BRE (L) 0.84 0.84
Volatility (%) ;)i WE(%) 57.06 80.88
Risk-free rate (% per annum) BFNE (% BF) 0.68 1.10
Expected life (years) ?Eﬁﬂiﬁﬂ (F) 1.59 2.09
Expected dividend yield (%) TEHIRR B M 2R (%) 0 0
BERHY —T—tEHRHRE
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For the six months ended 30 June 2017 #HZ_—Z

14. CONVERTIBLE NOTES AND WARRANTS
(continued)

Valuation of the Convertible Notes and the
Warrants (continued)

Notes: (continued)

(b)

Pursuant to a subscription agreement entered into with
Asia Equity Value Ltd (the “Subscriber”) on 8 June 2012
(the "Subscription Agreement”), the Company issued a
7% senior guaranteed convertible notes with a principal
amount of HK$176,000,000 (i.e. RMB143,470,000)
(the “2012 Convertible Notes”) to the Subscriber on 21
June 2012 (the “Issuance Date”). No 2012 Convertible
Notes remained outstanding as at 31 December 2015.
In addition, pursuant to the Subscription Agreement,
the Company also issued to the Subscriber warrants (the
“2012 Warrants”) which carry the rights to subscribe for
62,026,431 new Shares as a condition to the issuance of
the 2012 Convertible Notes.

The 2012 Warrants initially give the holder of the 2012
Warrants (the “Warrants Holder”) the rights to subscribe
for 62,026,431 new Shares. The initial subscription
price of the 2012 Warrants is HK$1.53 per share (the
“Subscription Price”), subject to anti-dilution adjustment
for stock dividends, stock splits, dilutive securities
issuances and other customary adjustment events from
time to time in accordance with the terms and conditions
of the 2012 Warrants. The subscription period of the 2012
Warrants commences from 6 months after the Issuance
Date (i.e. 22 December 2012) (the “Warrants Subscription
Date”), and will mature on the fifth anniversary from the
Warrants Subscription Date (i.e. 22 December 2017).

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

Baofeng Modern Interim Report 2017

Notes to the Condensed Consolidated Financial Statements

—tFNA=+HIENEA

14. TRREBERABRER (@)

THRERERARERGE(E)

B &L -

(b)

(%)

BER-_ZFT-——_F~ANBH
Asia Equity Value Ltd ([ZREEAL)

ETEE’JWH%T’% ([RBEWwZE])
NN ——EXA-T—
EI(F%’6 EIHHJ)FTM\B%A%HZJS

4 %8/5176,000,00078 7T (Bl A R
143,470,0007T) * L7 %5 B HBSE

BERATARER(ZF—ZF
ABRERE]) R_FT—RAF+=
A=+—R #$E_FT—-_Fmi

REBDARITE LI RIEBERE
Wik ARBINAREAEITRR
BE(ZE—ZFRKRESE])
ERET-_ZE——_FaABRER
B G - SRR M BT A R AP R
62,026,431 BLFTAXAD ©

= “ERBEEBEVNSH T
_Euu\ﬂxﬁf BEEA ([RR#EE

ﬁﬁ/\J)%ﬂ mﬁ%62026431
R% % % 19 —FRBREFEDN

%ﬂihﬁ%ﬁi%tﬂﬂ 53% 7T (R
Bl -ARB_Z-—_FRRES
MR REGETIEZRERE R
ENH BEIHFBRTREMER
J‘J*ﬁz%#ﬁﬁ%u&ﬁﬁ?@?ﬂﬁmix
“FEREEERNREREE T
HEENEA (Bl Z=2——F+=
H:+:E) ( uuHX*’Euawugga
MIHABEERREZRELR
BitmhBEFEER (M- —+4F
TZAZt+ZR)EW-e

REETTENEF BB M HER
M ETEFR RRERBFEA
EJ%%T%%SJ‘ZZKQT&REE%WJ ZRE
MESR(HERER-_FT——FR
PrerERE R An e s — R HTE ) B
EEMERAREN T ——FF

T

AR AERE o



Notes to the Condensed Consolidated Financial Statements

14. CONVERTIBLE NOTES AND WARRANTS
(continued)

Valuation of the Convertible Notes and the
Warrants (continued)

Notes: (continued)

(b)

(continued)

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

According to the agreement amongst the Subscriber and
three independent third parties (the “Transferees”) on 29
October 2014, the 2012 Warrants were also transferred
from the Subscriber to the Transferees on 29 October
2014.

On 13 March 2015, the Company entered into a warrants
subscription agreement (the “2015 Warrants Subscription
Agreement”) with two warrants subscribers (the “2015
Warrants Subscribers”) in relation to the issue of the 2015
Warrants to the 2015 Warrants Subscribers at the issue
price of HK$0.07 per 2015 Warrant. The subscription
rights attaching to the 2015 Warrants was expired on 20
October 2016.

Upon full subscription of the 2012 Warrants, a total
of 63,691,570 new Shares will be issued and the net
proceeds upon full subscription are approximately
HK$94,900,000 (i.e. RMB82,366,000).

No warrants have been exercised during the period ended
30 June 2017 and year ended 31 December 2016.
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14. CONVERTIBLE NOTES AND WARRANTS
(continued)

Valuation of the Convertible Notes and the
Warrants (continued)

Notes: (continued)

(b)

(continued)

The 2012 Warrants and 2015 Warrants (collectively as the
“Warrants") are classified as derivatives and are accounted
for as financial liabilities at FVTPL upon initial recognition
since it contains embedded foreign exchange derivatives.
The fair values of the Warrants are remeasured at the end
of each reporting period and any gains or losses arising
from changes in fair value are recognised in the statement
of profit or loss.

Valuation

As at 30 June 2017 and 31 December 2016, the fair
values of the 2012 Warrants were based on the valuations
performed by Asset Appraisal Limited, which is an
independent firm of professionally qualified valuers and
calculated using the binomial model and the inputs into
the model were as follows:

Notes to the Condensed Consolidated Financial Statements
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30 June 31 December
2017 2016
—¥-tF T AF

AAZtA +-A=+-H

2012 Warrants —E-—FERREE
Stock price (HK$) MRfE ()

Exercise price (HK$) TEE (BT)
Volatility (%) B (%)

Risk-free rate (% per annum) mERLFE%  §F)
Expected life (years) TEEIFHR ()
Expected dividend yield (%) T8 HA R B 2 (%)
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15. PROVISION FOR CONTINGENT 15. AR BERE

CONSIDERATION

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

The settlement of Cash Consideration and the
Contingent CNs is subject to the following conditions:

“Second Instalment Conditions” refer to (a) the
registration of the transfer of the PRC Patents and
the US Patent having been completed in the State
Intellectual Property Office of the PRC and the United
States Patent and Trademark Office respectively, such that
the Company having become the applicant of the PRC
Patents (or if the PRC Patents are granted, the Company
having become the PRC Patents owner) under the record
of the State Intellectual Property Office of the PRC, and
the Company having become the US Patent owner under
the record of the United States Patent and Trademark
Office; and (b) the training provided by Bluestone
to the technicians of the Group and its contracted
parties having been completed, such that the Group
and its contracted parties having been able to produce
graphene-based EVA foam material and graphene
deodorizing and sterilizing chips based on the Technology
Know-how independently, and the graphene-based EVA
foam material and graphene deodorizing and sterilizing
chips produced having been certified by an independent
technical organisation at provincial level or above to
meet the inspection standard as stipulated under the
Acquisition Agreement.
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15. PROVISION FOR CONTINGENT 15. RANKRERE &)

52

CONSIDERATION (continued)

Upon fulfilment of the Second Instalment Conditions, the
second instalment in the amount of RMB450,000,000
shall be payable by the Company, of which (a)
RMB389,409,836 shall be paid in cash within 6 months
after fulfilment of the Second Instalment Conditions;
and (b) RMB60,590,164 shall be satisfied by issuing
the convertible notes with principal amount of
HK$73,920,000 to Bluestone or its nominee(s) within
15 business days after the fulfilment of the Second
Instalment Conditions.

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

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

Second Instalment Conditions and Third Instalment
Conditions have been fulfilled and the Company has paid
RMB389,409,836 by way of cash and RMB60,590,164 by
way of issuing the 2016 Convertible Notes (refer to note
14) and RMB270,000,000 by way of cash on 2 February
2016 and 8 September 2016 respectively.
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15. PROVISION FOR CONTINGENT

CONSIDERATION (continued)

Pursuant to the Acquisition Agreement, upon fulfilment
of the Second Instalment Conditions and the Third
Instalment Conditions, Bluestone is entitled to share
35% of the earnings before interests, taxes, depreciation
and amortisation (“EBITDA") of the SPV for the 6-month
period ended 30 June or 31 December of each year
("Interim Financial Period”) during which the Second
Instalment Conditions and the Third Instalment
Conditions are fulfilled and each subsequent Interim
Financial Period (until the end of the sixth financial year
ending 31 December from the Completion Date), subject
to a maximum sharing amount of RMB630,000,000 (the
“EBITDA Sharing Mechanism”).

For the avoidance of doubt, the financial year in which
the Completion Date ending on would be considered
as the first financial year for the purpose of the EBITDA
Sharing Mechanism. During the period under the EBITDA
Sharing Mechanism, for each Interim Financial Period, the
Company should appoint an independent auditor to issue
a certificate for the EBITDA of the SPV during the relevant
Interim Financial Period within 4 months from the end
of such Interim Financial Period, and the sharing amount
shall be paid by the Company in cash to Bluestone or its
nominee(s) within 15 business days after the issuance
of such certificate. Any license fees for the Technology
Know-how payable by the SPV to the Group will be
disregarded in the calculation of the EBITDA.

If the accumulated EBITDA of the SPV during the period
under the EBITDA Sharing Mechanism is less than
RMB1,800,000,000 (for the purpose, if the SPV records a
loss in any Interim Financial Period, the EBITDA of the SPV
of that Interim Financial Period would be regarded as zero
in calculating the accumulated EBITDA), the total sharing
amount under the EBITDA Sharing Mechanism will be less
than RMB630,000,000 and the Company is not obligated
to pay the shortfall between RMB630,000,000 and 35%
of the actual accumulated EBITDA of the SPV during the
period under the EBITDA Sharing Mechanism.
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For the six months ended 30 June 2017 EZ _—ZF—+F A=+ HILNEA

15. PROVISION FOR CONTINGENT
CONSIDERATION (continued)
Provision for contingent consideration as at 30 June 2017
represented the contingent cash consideration payable
to Bluestone or its nominee(s) under the EBITDA Sharing
Mechanism.

The movements of the provision for contingent

15. AR ERE @)

RZBE—+EA=TAHHARKE
BAEIE RIS EBITDAD F I S| B N B
HERBAMSRABEARE-

KARER B EIWT

consideration were as follows:

30 June 31 December

2017 2016

—E—+t#F T —RF

ANA=tH t—A=1—H

RMB’000 RMB'000

AR®B T AR®ETFTT

(unaudited) (audited)

(REEZX) (fEEZ)

As at the beginning of the Period/year FAZNERRS /4 #) 276,868 1,029,203

Settlement during the Period/year RNEARE, FANEE - (610,420)

Fair value loss charged/(gain credited) ZEARE,ERRIEZEINB G

to profit or loss during the RNEEBEX (GFANATFE

Period/year W) 18,139 (141,915)

As at the end of the Period/year AR, F R 295,007 276,868
Current portion included in deposits 5+ A B Wiz & « H At B 30E &

received, other payables and accruals fEETBRE 2 &5 (12,705) (8,303)

Non-current portion EMEE S 282,302 268,565

The fair value of the provision for contingent
consideration is calculated using the discounted cash flow
approach. The discount rate used in the approach as at
30 June 2017 was ranging from 12.42%-12.53% (31
December 2016: 12.15%-12.69%).

The provision for contingent consideration is classified
as a financial liability which will then be measured at fair
value and any changes in fair value will be recognised in
the consolidated statement of profit or loss.

The Directors conducted a fair value assessment of the
provision for contingent consideration as at 30 June
2017, with reference to a valuation conducted by Ascent
Partners.
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16. SHARE CAPITAL 16. IR
The details of the authorised and issued share capital of RKABEERDETR A ZFEBW
the Company are as follows: ™
Number of
ordinary  Nominal value  Nominal value
shares of of ordinary of ordinary
US$0.01 each shares shares
SREE
0.01%TH
EER¥A EEREE EEREE
Us$'000 RMB'000
TErx ARETL
Authorised: EE:
At 1 January 2016, 31 December R-E-XE—F—H =%
2016, 1 January 2017 and 30 —NE+-A=+—-R =
June 2017 Z—+F-HA-BKZZ
—t+F R A=1H 5,000,000,000 50,000 342,400
Issued: BRI
At 1 January 2016 R-_E—-~"E—H—H 1,067,579,608 10,676 70,555
Issue of Shares upon exercise of RITEBRRERZETRD
share options 16,480,000 165 1,074
At 31 December 2016, 1 January ~ MZZE—A~F+-A=+—
2017 and 30 June 2017 ZE—+F—-A—H
“T—tFR A=1TH 1,084,059,608 10,841 71,629

gigRy —e-tEamis 5L
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For the six months ended 30 June 2017 EZ _—ZF—+F A=+ HILNEA

17. SHARE OPTION SCHEME 17. BBRRESTE

56

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

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

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

An offer of the grant of share options may be accepted
within 28 days from the date of offer, upon payment
of a nominal consideration of HK$1 in total by the
grantee. The exercise period of the share options granted
is determinable by the Directors, and which shall not
exceed 10 years after the date on which the share
options are granted and accepted. The exercise of any
share option may be subject to a vesting schedule to be
determined by the Board.
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For the six months ended 30 June 2017 B Z —Z—+FNA=+HINEA

17. SHARE OPTION SCHEME (continued) 17.

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

Share options do not confer rights on the holders to
dividends or to vote at shareholders’ meetings.

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

fBRR st El ()
BREZITEEHESTET ELE
ERATZEEE ()R B E
EX) A BB P2 W (B : ()i
RERZHAMATAERS BEBR
Pt 2 AW B K (iii) Bt B eI ME o

FEREY A TR A AMEUR B 3
BRARGIREZHER

KRR - AR VR B O T 81 15 R 1T 6
R REL T

30 June 2017 31 December 2016
—2-tHXA=1H —E-R"E+ZA=+—H
(unaudited) (audited)
(REER) (& &EZ)
Weighted Number Weighted Number
average of share average of share
exercise price options  exercise price options
InEF 39 ¥
TEE  BREHE 1TEE  BREHE
HK$ HK$
BT BT
At the beginning of the Period/ A ZNEART, /4]
year 0.73 153,200,000 0.83 69,250,000

Granted during the Period/year ZNERRS /& W% H -
Forfeited during the Period/year ZNHARE /4 738 4% 0.81
Exercised during the Period/year ZAEARE,FRTTE -

- 0.70 105,800,000
(300,000) 1.10 (5,370,000)
- 0.81  (16,480,000)

At the end of the Period/year ~ RANHEAR /R 0.73 152,900,000 0.73 153,200,000

Nil (31 December 2016: 105,800,000) share option and
nil (31 December 2016: 16,480,000) share option were
granted and exercised during the Period respectively, and
300,000 (31 December 2016: 5,370,000) share options
were forfeited during the Period due to cessation of
employment of the participant.

RABRE 2R BZEH(ZE—XRF
+=A=-+—8 :105,800,00017) &
EH(ZE—REF+_A=+—8":
16,480,00017 ) & A EMEH (H Je 7T 15F
E2\ER HERBEMBIAE
B #E /300,000 (= ZE—~"F+=A
=+—H8 :5,370,00017 )°

BN —T—tEHhHmE
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For the six months ended 30 June 2017 EZ _—ZF—+F A=+ HILNEA

17. SHARE OPTION SCHEME (continued)

The outstanding share options as at 30 June 2017 were
vested to the grantees in the following manner:

- 11,957,000 of such share options were vested on
10 December 2015 with an exercise period from 10
December 2015 to 9 December 2020.

- 21,116,000 of such share options were vested on
10 December 2016 with an exercise period from 10
December 2016 to 9 December 2020.

- 5,395,000 of such share options will be vested on
10 December 2017 with an exercise period from 10
December 2017 to 9 December 2020.

- 4,316,000 of such share options will be vested on
10 December 2018 with an exercise period from 10
December 2018 to 9 December 2020.

- 4,316,000 of such share options will be vested on
10 December 2019 with an exercise period from 10
December 2019 to 9 December 2020.

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

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

— 3,075,000 of such share options will be vested on
24 June 2018 with an exercise period from 24 June
2018 to 23 June 2021.
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BT 82
R-B—tFXNAZ+BMRTER
IR T 515 R BB T ARIRA -

- ZEEBRER11,957,000E 7

—E2-AF+-_A+BHE 17

FHA-_FT—RAF+_A+HZE
—E-ZEF+-ANH-

- ZEERER21,116,000H0 B 1
“E-RHE+-_A+BHEE 17T
fﬁgﬂﬁ_é /\£E+—H+E|:I:
“TCEE+_AAB-

- EZ%%H&%E’JS 395,00017 # %

—+tE+_A+HBEB 17

ﬁ,ﬁﬁz%_? +E+-A+HBZE
—E-TFEFT-ANA-

- ZEWERER4S316,00010 # 7
—E-N\EFE+A+BRE T
FHAE-_T—-)\F+=-_A+H=ZE
—E-EF+-ANH-

- ZSBREN4L,316,0009 157
—E-NE+-A+EHEE 1T
FHA-_T—NAF+_A+HZE
—E-EF+-RANB-

- ZEBEIRHERS2,245,0009 B
—E-RNFERAZTHEHEE-
TEHAE-ZE—RNFNAZ+KH
BE-_Z-_—FA=-+=H-

- ZEEBR#ER36,060,0000E 5
T —+F A+ BEES
TERAE-_FT—+F A -1+
E:I:—?—_E/\H + E' ©

- %S R3,075,00010 #5 1
- N\FRAZTHREERR
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17.

SHARE OPTION SCHEME (continued)

2,460,000 of such share options will be vested on
24 June 2019 with an exercise period from 24 June
2019 to 23 June 2021.

2,460,000 of such share options will be vested on
24 June 2020 with an exercise period from 24 June
2020 to 23 June 2021.

1,425,000 of such share options were vested on 16
December 2016 with an exercise period from 16
December 2016 to 15 December 2021.

1,900,000 of such share options will be vested on
16 December 2017 with an exercise period from 16
December 2017 to 15 December 2021.

2,375,000 of such share options will be vested on
16 December 2018 with an exercise period from 16
December 2018 to 15 December 2021.

1,900,000 of such share options will be vested on
16 December 2019 with an exercise period from 16
December 2019 to 15 December 2021.

1,900,000 of such share options will be vested on
16 December 2020 with an exercise period from 16
December 2020 to 15 December 2021.

GRS M B RRMEE

For the six months ended 30 June 2017 B Z —Z—+FNA=+HINEA

17. BRETE(#)

7% 5 BRI #E #92,460,00017 #5 72
“E-NAFENA-+HNEEREE
TEHE-_ZE—NF A TH
AE—f-—9FA=-+=H-

% 5 B I M 892,460,000 #5 A
ZECEFRAZTNBEREE
TEPAE-—ZE-FFE,XA -+
He—_Z-—4%A-+=H-

% EEEAYEEY1,425,0001 B R
—E-REt+-A+RBREB
TEHE-ZT—RF+-A+<
BE-_E-—4+-A+HH-

5% 55 B X HE §91,900,00017 #5 A
T +F+-A+ ERE
TEEAZE—tF+ A+
BE-_E-—4F+=-A+HhHH-

% % FE I m92,375,00010 #E R
—T-N\F+ZA+BEB"
TESEAE-E—N\FE+=-A+X
AZE_F—_—F+-A+HRA"

%% BB R #91,900,00017 % 14
—E-AFtZAtRARE
TEMA-E—AF+-A+A
AZE—2_—F+-A+ER"

% S BB MM R91,900,00017 #5 A
—ETFF AT ARE-
TERA-—_ZE-_FTE+_-H+/<
AE—Z-—4F+=-HA+HhAH-

BN —T—tEHhHmE
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Notes to the Condensed Consolidated Financial Statements

For the six months ended 30 June 2017 EZ _—ZF—+F A=+ HILNEA

17. SHARE OPTION SCHEME (continued) 17. BT84
The outstanding share options as at 31 December 2016 RZE—RNEF+ZA=+—HRHKT
were vested to the grantees in the following manner: {FEEISFEZ T O BB TR A

- 12,002,000 of such share options were vested on -
10 December 2015 with an exercise period from 10
December 2015 to 9 December 2020.

- 21,176,000 of such share options were vested on -
10 December 2016 with an exercise period from 10
December 2016 to 9 December 2020.

- 5,470,000 of such share options will be vested on -
10 December 2017 with an exercise period from 10
December 2017 to 9 December 2020.

- 4,376,000 of such share options will be vested on -
10 December 2018 with an exercise period from 10
December 2018 to 9 December 2020.

- 4,376,000 of such share options will be vested on -
10 December 2019 with an exercise period from 10
December 2019 to 9 December 2020.

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

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

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

GRS M B RRMEE

For the six months ended 30 June 2017 B Z —Z—+FNA=+HINEA

SHARE OPTION SCHEME (continued) 17. ﬂﬁﬂﬁifg—u(f*

— 2,460,000 of such share options will be vested on 2 E AR RERY2,460,00010 15 A
24 June 2019 with an exercise period from 24 June ZE-NFAAZTUAEE-
2019 to 23 June 2021. TEHA-ZE-—NFRAZTH

He—_Z-—4%A-+=H-

— 2,460,000 of such share options will be vested on —  ZEHERRER2,460,00010 15
24 June 2020 with an exercise period from 24 June TE-FEFXNAFTHNBERE-
2020 to 23 June 2021. TEMR T _TFA-+MWM

BFE-ZT-_—FXA-t=H-

- 1,425,000 of such share options were vested on 16 —  ZEEREMI,425,00000 2 R
December 2016 with an exercise period from 16 —E-RFE+ZATBRE-
December 2016 to 15 December 2021. TEBRAE-ZZE—NE+_A+~

RE_Z_—%+_H+hAH-

— 1,900,000 of such share options will be vested on —  ZEEERMER1,900,0001 A
16 December 2017 with an exercise period from 16 “E2—+F+A+BEBE"
December 2017 to 15 December 2021. TEHA—Z—+FE+=_A+/~

AE—_Z-_—F+=-A+HAH-

- 2,375,000 of such share options will be vested on —  ZEEEARHEH2,375,0001 15 A
16 December 2018 with an exercise period from 16 “E-NFE+ A+ BEE
December 2018 to 15 December 2021. TEHAEZZE—NF+_A+X

BE_T_—%+_-_HA+HAB-

— 1,900,000 of such share options will be vested on — *Z%%Hﬁ%ﬁ’ﬂ 900,00017 #% 7>
16 December 2019 with an exercise period from 16 —NF+ZA+HEE
December 2019 to 15 December 2021. ﬁﬁﬁ,ﬁt_f,_i NE+ZA+TR

BE_T_—%+_A+HAB-

— 1,900,000 of such share options will be vested on —  ZEBERRFERY1,900,00010 R
16 December 2020 with an exercise period from 16 —ECEF+ A+ BEE-
December 2020 to 15 December 2021. TEBHAE—ZE-_ZEF+=-A+<

FE-T-_—%+_-F+aAH-

mgry —E-teegEs Q]
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17. SHARE OPTION SCHEME (continued)

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

30 June 2017
—ZEZ—tHFXA=1+H

For the six months ended 30 June 2017 #HZ_-Z

Notes to the Condensed Consolidated Financial Statements

—tFNA=FHIEANEA

17. BBRESTE (&)
P 2 $RER SR M R 1T B B AR R 0 1T 1
BRITEHET -

Number of Exercise price

share options HKS$ per share Exercise period

BREHA TEESRER TEHA

9,500,000 0.99 16 December 2016 to 15 December 2021

—E-RF+-A+RNBEZE_—F+_A+HH

96,300,000 0.67 24 June 2016 to 23 June 2021
TE-RERNAZTHEBEE_E-_—49%<A=-+=H

47,100,000 0.81 10 December 2015 to 9 December 2020

31 December 2016
—E-RE+tZA=+—H

—HEF+-ATRE-ZT-_TF+-ANA

Number of Exercise price

share options HK$ per share Exercise period

RS A TEEFRET 1T EA

9,500,000 0.99 16 December 2016 to 15 December 2021
—E-RE+ A+ N"EE=ZE=-_—4F+=-A+HAH

96,300,000 0.67 24 June 2016 to 23 June 2021
—E-RENAZTNAE=E-_—FAZ+=H

47,400,000 0.81 10 December 2015 to 9 December 2020

—hFE+A+BEE_Z-_TF+_ANAB
The fair value of the share options granted during the HE_Z—FAF+_A=+—"HI%F

year ended 31 December 2015 was HK$24,872,000
(equivalent to RMB20,837,000) of which the Group
recognised share option expenses of RMB8,532,000 and

EERIDERENRFEAE
24,872,000 JT( B & W A R &
20,837,00070 ) AR AEEREE =

RMB525,000 during the year ended 31 December 2016 E—RF+ZA=+t—"HIEFEKRK

and the Period respectively.

Baofeng Modern
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GRS M B RRMEE

For the six months ended 30 June 2017 B Z —Z—+FNA=+HINEA

The expected life of the share options is based on the
historical data and is not necessarily indicative of the
exercise patterns that may occur. The expected volatility
reflects the assumption that the historical volatility is
indicative of future trends, which may also not necessarily
be the actual outcome.

No other feature of the share options granted was
incorporated into the measurement of fair value.

During the year ended 31 December 2016,
16,480,000 of exercised share options with fair value
of approximately RMB4,563,000 which previously
recognised in share options reserve have been transferred
to share premium.

17. SHARE OPTION SCHEME (continued) 17. BRAERTE (&)
The fair values of the share options granted on 24 June RZE—RNFRNAZFTHE(TZZZE
2016 (“Jun 2016") and 16 December 2016 (“Dec 2016") —RNENANDERZZE—XRNE+=A
were HK$18,960,000 (equivalent to RMB16,204,000) +RXB(ZE—XRE+A1ELEHN
and HK$3,924,000 (equivalent to RMB3,510,000) of BE AL HE N S E 5 Bl 518,960,000/ 7T
which the Group recognised share option expenses of (g AR ®16,204,0007T ) &
RMB3,373,000 (31 December 2016: RMB11,774,000) 3,924,000% T( B &2 N A R %
and RMB731,000 (31 December 2016: RMB406,000) 3,510,0007T ) HAAEBEREER
during the Period respectively. HESHERERERIARK
3,373,000t( — & — X F + = A
=+—H: AR®¥11,774,0007T ) &
AR¥T731,000L(ZF—RF+_H
=+—H : AR#¥406,0007T)°
The fair value of equity-settled share options granted HE-Z—AHAFR-ZF—X"F+=A
during the years ended 31 December 2015 and 2016 =+ RHIEFEERENURESE
was estimated as at the date of grant, using a binomial MEREAFERA-—BEARNEFELE
model, taking into account the terms and conditions HEETHE ORI RERE&ESE
upon which the share options were granted respectively. BRI IE R R IEF s TR RFEHA
The following table lists the inputs to the model used: ZE R BRI
Dec 2016 Jun 2016 2015
—E-RFE ZE-RE
+=A <A Z—B-#HE
Dividend yield (%) A& B 5 2R (%) 0 0 0
Volatility (%) B HE(%) 65.40 64.65 65.20
Risk-free interest rate (%) 4 [ B K R (%) 1.56 0.69 0.99
Expected life of share options B HETEEAGEHA (4F)
(year) 5 5 5
Exercise price (HK$ per share)  17{# & (EHETT) 0.99 0.67 0.81

BREBEMFEHORBEELBIEE
EARBRRAEHBENTERN -
TEHPR I8 JY R AR LR M P R AR 2K
B BERUDRERLS

SFEQTERY S R ER D ERE
Y EL A

BHE T XRFt+-_A=+—HItHF
€ - 16,480,00017 B 17 {F 88 I #E R 72
BREEEEANRIFTEHOARE
4,563,00070 2 EEE M IRE °

BN —T—tEHhHmE
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For the six months ended 30 June 2017 EZ _—ZF—+F A=+ HILNEA

17.

18.

SHARE OPTION SCHEME (continued)

During the Period, 300,000 (31 December 2016:
5,370,000) of forfeited share options with fair value
of approximately RMB68,000 (31 December 2016:
RMB1,474,000) which previously recognised in share
options reserve had been transferred to retained profits.

As at 30 June 2017, the Company had 152,900,000 (31
December 2016: 153,200,000) share options outstanding
under the Share Option Scheme, which represented
approximately 14.1% (31 December 2016: 14.1%) of
the Shares in issue as at that date. The exercise in full
of the outstanding share options would, under the
present capital structure of the Company, result in the
issue of 152,900,000 (31 December 2016: 153,200,000)
additional Shares and additional share capital and share
premium of approximately HK$11,934,000 (equivalent to
RMB10,358,000) (31 December 2016: HK$11,881,000
equivalent to RMB10,628,000) and approximately
HK$100,143,000 (equivalent to RMB86,916,000)
(31 December 2016: HK$100,439,000 equivalent to
RMB89,844,000), before issue expenses.

FAIR VALUE MEASUREMENTS OF
FINANCIAL INSTRUMENTS

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

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

Baofeng Modern Interim Report 2017
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17. BRESTEI(#S)

7R HA [ 300,00010( = & — N 4F
+=-—A=+—H :5,370,00017) 2%
W RN ERERERRNAT
B4 A R #68,000T( ZF — N 4F
+=B=+—H: AR%1,474,000
T EEBRERERF -

RZE—+FXNA=1+H  ARRRNE
fi% #E 5T &I 78 T # /152,900,000 ( =
-+ A=+ —8:
153,200,00017 ) i8R 1T A B A - 1
Rz BHEBETRMDO141%(=ZF
—RNEFTZA=1+—H:141%)° 1R
BARNRIRBEARERE  BHIFEZE
M) AR 1T {8 B B IR R I B B RE AN T
152,900,000/ ( — & — N FE+ = A
=+—H : 153,200,0000% ) &1 K& 58
SRR AR R B D s B (R INBREE1TRISE)
2 R1#911,934,0007%8 T (AHE R AR
10,358,000t X\ — T —XF+ — A
=+—H :11,881,000/87C - lHENA
R #10,628,0007T ) & 49100,143,000
BT(HHERARES6,916,0007T )( =
E—-—XNE+_A/F=+—8:
100,439,000 7o+ HE K AR
89,844,0007T)

. ERMTAMNATEE

FEERBEEHEERQTVEG
ENESRMABENAFTE
REZHPR  AEBENETEHE
B A FEFE TREVNZFER
BEAFEET T A(LERMAN
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For the six months ended 30 June 2017 B Z —Z—+FNA=+HINEA

18. FAIR VALUE MEASUREMENTS OF
FINANCIAL INSTRUMENTS (continued)

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

18. ERMT AN A FEEE)

FEERBEEHEERDNFE
BNERMBENATEE)

(continued)
Fair value as at Fair value Valuation technique(s)
Financial liabilities 30 June 2017 hierarchy and key input(s)

R=-B—tFRSA=1H

EA- =N WAFE AEEER FETERETERAE
Convertible notes Liabilities, Level 3 Binomial Model
RMB166,120,000 The key inputs are set out in
note 14
AR RE aE: B —IEAERER
AR#166,120,0007T FEHAEHNMIT14
Warrants Liabilities, Level 3 Binomial Model
RMB24,000 The key inputs are set out in
note 14
RIAEE BE- BE= —IEHER
AR#24,0007T FE AEHNMHIT14
Provision for contingent Liabilities, Level 3 Discounted Cash Flow Approach
consideration RMB295,007,000 The key inputs are set out in
note 15
AR ERE afE: E=R ARERB e MA
AR #295,007,0007T FEH ABHAMIFES

There were no transfers in or out of level 3 for the Period

and year ended 31 December 2016.

The Directors consider that the carrying amounts of
financial assets and financial liabilities recognised in the
condensed consolidated financial statements approximate

their fair values.

RABRARBE TR RF+H

ST -HIEFE F=RAUEEAL

B o

EERA RERARAMBRRER
MEREENERAGBNKREERE
NHEMEE -

BN —T—tEHhHmE
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18. FAIR VALUE MEASUREMENTS OF 18. EM T AN AR EFTEE)
FINANCIAL INSTRUMENTS (continued)
Fair value hierarchy DNEEER
As at 30 June 2017 R=-B—+tExA=1+H
Level 1 Level 2 Level 3 Total
=% - Je ] E=4 i
RMB’000 RMB’000 RMB’'000 RMB’'000

ARBTR ARBT ARBT T ARBTR

Convertible notes Gl e - - 166,120 166,120
Warrants R REE - - 24 24
Provision for AR EBEEE
contingent
consideration - - 295,007 295,007
As at 31 December 2016 NZZE—XRNE+-HA=+—H
Level 1 Level 2 Level 3 Total
E— F_4 E= BEE
RMB’000 RMB’000 RMB'000 RMB'000
ARETIT ARETIT AREFTT AREETIT
Convertible notes QEES - - 194,824 194,824
Warrants R REE - - 5,067 5,067
Provision for WARBENE
contingent
consideration - - 276,868 276,868
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19.

20.

GRS M B RRMEE

For the six months ended 30 June 2017 B Z —Z—+FNA=+HINEA

OPERATING LEASE ARRANGEMENTS

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

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

19. KEHOZH
AEEREBEEROZHRE LER
BERMARE - ZENENEBEHE
EA—ERF

REBYPR  AEERE AT HERL
LHEAR T B HEim e AR R&IEHE
BIRERENT

30 June 31 December
2017 2016
—E—tF BT
ANA=+H +—A=+—H

RMB’000 RMB’'000
ARBTT ARBTTT
(unaudited) (audited)
(RBER) (18&=%)
Within one year —FR 508 398
In the second to fifth years, inclusive F_ERF(BEEEMSE) 750 940
1,258 1,338
COMMITMENTS 20. 7&iE

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

B £ SCHT RE1 9P Rl 9 48 A KO IR
S REBR 2 HREIRE A TALE -

30 June 31 December

2017 2016
—E—+tF —TE-RF
AA=+H t-A=+—H
RMB’000 RMB’000
AR®T T ARETTT
(unaudited) (audited)
(RBER) (1&2&%)
Contracted for capital commitment in BEARHEBARRER

respect of investment in a subsidiary HESIE%VES 128,171 128,171

Contracted for commitments in respect of: A8 A I8 B RIE] 4&¥E :
— advertising and consultancy services —EE KRR 462 147
— research and development contract —REEH 60 60
- property, plant and equipment —% BB REE 13,970 1,200
14,492 1,407

BN —T—tEHhHmE
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21. RELATED PARTY TRANSACTIONS 21.

Compensation of key management personnel of the
Group is as follows:

BEALRS
AEMERERABOMSMT -

Six months ended 30 June
BZEAA=1tHILA<EA

2017 2016
S P
RMB’000 RMB’000

AR¥T T AREETIT
(unaudited) (unaudited)
(REEZ) (REEFEZ)

Fees wWe
Other emoluments: Hume -
Salaries, allowances and benefits in kind ¥4 EELREWFIZ
Contributions to retirement benefits IRREFGT SR
schemes
22. APPROVAL OF THE CONDENSED 22.

CONSOLIDATED INTERIM FINANCIAL
STATEMENTS
The condensed consolidated interim financial statements

were approved and authorised for issue by the Board on
25 August 2017.

Baofeng Modern Interim Report 2017

1,011 981
16 15
1,027 996
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