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Corporate Information
AEER

BOARD OF DIRECTORS

Executive Directors

Mr. Lai Fulin (Chairman)

(Appointed as Chairman on 30 March 2018)
Mr. Yu Ben Ansheng (Chief Executive Officer)
Mr. Lai Guanglin (Chairman) (Resigned as

Executive Director and Chairman on 30 March 2018)

Non-executive Director
Mr. U Kean Seng (Resigned on 30 March 2018)

Independent Non-executive Directors

Mr. Wong Yee Shuen, Wilson
Mr. Chen Wei Wen
Mr. Guan Zhigiang

AUDIT COMMITTEE

Mr. Wong Yee Shuen, Wilson (Chairman)

Mr. Chen Wei Wen

Mr. Guan Zhigiang (Appointed on 30 March 2018)
Mr. U Kean Seng (Resigned on 30 March 2018)

REMUNERATION COMMITTEE

Mr. Guan Zhigiang (Chairman)
Mr. Chen Wei Wen
Mr. Lai Fulin (Appointed on 30 March 2018)
Mr. Lai Guanglin
(Resigned on 30 March 2018)

NOMINATION COMMITTEE

Mr. Lai Fulin (Chairman)
(Appointed on 30 March 2018)

Mr. Chen Wei Wen

Mr. Guan Zhigiang

Mr. Lai Guanglin (Chairman)
(Resigned on 30 March 2018)

COMPANY SECRETARY
Mr. Cheng Siu Kwan

INDEPENDENT AUDITOR

PricewaterhouseCoopers
22/F, Prince’s Building
Central, Hong Kong
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PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

Estera Management (Bermuda) Limited
Canon’s Court

22 Victoria Street

Hamilton HM 12

Bermuda

HONG KONG BRANCH SHARE REGISTRAR AND
TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited
Shops 1712-1716

17th Floor, Hopewell Centre

183 Queen’s Road East

Wanchai, Hong Kong

PRINCIPAL BANKERS

Bank of China (Hong Kong) Limited

Industrial and Commercial Bank of China (Asia) Limited
Shanghai Commercial Bank Limited

DBS Bank (Hong Kong) Limited

The Hongkong and Shanghai Banking Corporation Limited
Bank SinoPac, Hong Kong Branch

East West Bank, Hong Kong Branch

China Citic Bank International Limited

The Bank of East Asia, Limited

Dah Sing Bank, Limited

Standard Chartered Bank (Hong Kong) Limited

Chong Hing Bank Limited

Chiyu Banking Corporation Limited

REGISTERED OFFICE

Canon’s Court
22 Victoria Street
Hamilton HM 12
Bermuda

HEAD OFFICE AND PRINCIPAL PLACE OF BUSINESS

12th Floor, Phase |, Austin Tower
22-26A Austin Avenue

Tsim Sha Tsui, Kowloon

Hong Kong

Tel: (852) 2728 7237

Fax: (852) 2387 2999
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Corporate Information
AEER

OTHER PLACES OF BUSINESS
Hong Kong and Macau

Retail shops

G/F, 687 Shanghai Street
Mongkok, Kowloon
Hong Kong

Tel: (852) 2395 0181
Fax: (852) 2787 3421

G/F, Tak Fam Building

18 Tak Wah Street

Tsuen Wan, New Territories
Hong Kong

Tel: (852) 2473 3660

Fax: (852) 2442 2766

G/F, 102 Thomson Road
Wanchai

Hong Kong

Tel: (852) 2866 6001
Fax: (852) 2866 6339

Rua Da Ribeira Do Patane No. 13
Macau

Tel: (853) 2855 3693

Fax: (853) 2895 1020

Warehouse

Sections M and N of Lot 3719 in DD104
Yuen Long, New Territories

Hong Kong

Tel: (852) 2471 9048

Fax: (852) 2482 1298

WEBSITE
http://www.softpower.hk
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Unaudited Condensed Consolidated Income Statement

Revenue
Cost of sales

Gross profit

Other gains, net

Selling and distribution costs
General and administrative expenses

Operating profit

Finance income
Finance costs

Finance income, net

Profit before income tax
Tax expense

Profit for the period

Profit attributable to:
Equity holders of the Company
Non-Controlling interests

Earnings per share attributable to
equity holders of the Company
Basic and diluted

Dividend

The notes on pages 12 to 30 are an integral part of this financial

information.
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PATEUR A F 3R
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BIA
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AREERBFEA
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BEFAA
ERNLE#S

AEERBREERER

For the six months ended 30 June 2018
BHE_ZT—N\FAA=THILHEA

Unaudited
KRB

For the six months ended 30 June
BEAA=1+HIEAEA

2018 2017

—EB-N\F —T+F

Note HK$’000 HK$°000
Kt FET FET
5 274,878 328,795
7 (193,942) (219,240)
80,936 109,555

6 437 1,649
7 (10,141) (¥, 321)
7 (54,354) (50,620)
16,878 49,263

8 4,979 5,046
8 (899) (1,226)
S N gy 3,820
20,958 53,083
9 (3.464) (8,717)
17,494 44,366

17,494 44,468
- (102)

17,494 44,366

HK cents HK cents

B JBEN

10 1.31 3.34
HK$'000 HK$'000

FET FEIT

11 - A

F12E308 2 ME AU FMIEER 2 A
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Unaudited Condensed Consolidated Statement of Comprehensive Income
REEREAZETEH KN ER

For the six months ended 30 June 2018
BE_Z—N\FXA=1+HLXEAR

Unaudited
REEERX
For the six months ended 30 June
BEAA=1+HIEAEA

2018 2017
—EB-N\F e
HK$'000 HK$'000
FET FHET
Profit for the period B A 17,494 44,366
Other comprehensive income Hih 2 E
ltem that may be subsequently Hign e =R AR
reclassified to profit or loss: EE2IER -
Currency translation differences BEEBREZRE (280) (122)
Other comprehensive income R EARRH fh B E AR
for the period, net of tax ERTIR (2800 (122
Total comprehensive income for the period HAZEWEERE 17,214 44,244
Total comprehensive income attributable to: 2 EWESERERER ¢
Equity holders of the Company RRARIERFTFEA 17,214 44,346
Non-controlling interests FEPE AR A = (102)
17,214 44,244
There was no tax impact relating to the components of other HE_Z—tFER=-_ZT—\FAA=+HLE
comprehensive income for the six months ended 30 June 2017 NEA ,ﬁ\@iﬁqﬁl &2 EHKED D B A

and 2018. G2 o

122308 Z M FE R FR AR 2 BB B

o

The notes on pages 12 to 30 are an integral part of this financial
information.

D
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Unaudited Condensed Consolidated Statement of Financial Position

ASSETS

Non-current assets

Property, plant and equipment
Loan to a related company
Rental deposits and other assets

Current assets

Inventories

Trade receivables

Deposits, prepayments and
other receivables

Financial assets at fair value through
profit or loss

Pledged certificate of deposit

Pledged bank deposits

Cash and bank balances

Total assets

The notes on pages 12 to 30 are an integral part of this financial

information.
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BARBEFARRZ

TREE
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EEMRITIFK
B RIRITHES
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Note
Kt

12
13
13

13

13

18

EERERE MR R

As at 30 June 2018

R=_F—N\FXA=1H
Unaudited Audited
REE KEIZ
30 June 31 December
2018 2017

S A
NA=+H +=-A=+—H
HK$'000 HK$'000
FET FETT
6,241 587
78,679 78,357
7,607 /o) A
92,527 91,001
231,811 204,341
114,769 119,390
35,281 60,906
2,667 2,744
10,000 10,000
37,000 37,000
140,187 146,571
________ 57,715. 580,952
664,242 671,953
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Unaudited Condensed Consolidated Statement of Financial Position
RISEZE PGS AR R

As at 30 June 2018
RZZE—N\FA=+H

EQUITY
Equity holders

Share capital
Reserves

Total equity

LIABILITIES
Non-current liabilities

Deferred tax liabilities
Other non-current liabilities

Current liabilities
Trade and other payables
Taxation payable
Borrowings

Total liabilities

Total equity and liabilities

Net current assets

Total assets less current liabilities

The notes on pages 12 to 30 are an integral part of this financial

information.

SOFTPOWER INTERNATIONAL LIMITED
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EREHRARE
HitFRERIE

RBAE

g5 M EMEN IR
FERTEIR
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HESREE

hBEEFHE

REERRBAE

BHEBRERRAA

Unaudited Audited

REE KEZ

30 June 31 December

2018 2017

—E-)N\F —E—+tF
~NA=+H +=-A=+—H

Note HK$'000 HK$'000
Hist FET FETT
14 26,665 26,665
502,608 485,377

529,273 512,042

563 436

2,553 2,572

3,116 3,008

16 76,193 82,436
5,550 3,990

15 50,110 70,477
________ 131,853 156,903
134,969 159,911

664,242 671,953

439,862 424,049

532,389 515,050
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Unaudited Condensed Consolidated Statement of Changes in Equity
AEERERREERBER

For the six months ended 30 June 2018
BHE_ZT—N\FAA=THILHEA

Unaudited
REEY
Equity holders
EBRFEA
Share-
based Non-

Share  Share  Capital  Merger  legal  Other Exchange payment Retained controlling
capital premium  reserve  reserve  reserve  feseve  reserve  reseve eamings  interests  Total

WA
B E
BE RARE BAGE AHEE ATHE A0EE ENRE GFEE RERN BR &

FKS'000  HKS'000 HKS'000 HKS'000 HKS'000 HKS000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
TAr TRr TEr TEr TET TAr TEr TRt TAr TEr TEr

At 1 January 2017 RIF—tF
-A-H 26665 126618 34115 3700 W0 1007 5197 238,580 (8) 436268

Profit for the period eyl - - - - - - S - 44468 (102) 44366

Other comprehensive income: AT

Currency translation diferences ~ EEBEZE - 5 = = = = W) = 5 — (12}
Total comprehensive income InrENRLEE
for the period - - - - - - (122) - 44468 (102) 44244
Transactions with owners; HEAAZRS:
Share-based payment WERAERONR . S s = = = T e ® i A - sl
At30 June 2017 RIE—t£
~A=TH 26,605 126,618 34,115 3,700 24 210 985 5228 283,048 (110) 480,543

The notes on pages 12 to 30 are an integral part of this financial F12E30B 2T R EMBEL 2 BED
information. 7 42

N
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Unaudited Condensed Consolidated Statement of Changes in Equity

AEERERGEERRER

For the six months ended 30 June 2018
BHEZZT—N\FAA=THI~EA

Unaudited
AEEH
Equity holders
BEEEA
Share-
based
Share  Share  Capital ~ Merger legal  Other Exchange payment Retained
capital premium  reserve  reserve  reserve  reserve  reserve  reserve earnings  Total
Nk
BERED
ke REEE EARGE AUEE ARG HURE EXRE ARRGR  REEN &t
HKS'000  HK$'000 HKS$'000 HKS'000 HK$'000 HKS$'000 HKS'000 HKS$'000  HKS'000  HKS$'000
AT  FEr  FEr  TEr  TEn  TAn  TAT  FEr  FET TER
At 1 January 2018 RZZ-NF
-A-H 26,605 126,618 34,115 3,700 4 1,205 1,103 525 313360 512,042
Profit for the period Eiavarl - - - - - - - - 1749 174%
Other comprehensive income: Afh2ENE -
Currency translation differences ~ EEBEZE - - - - - - (280) - = (280)
Total comprehensive income BnrEhEEE
for the period - - - - - - (280) - 1749 17214
Transactions with owners: HEEALRS :
Share-based payment IRH AR - - - - - - - 17 - 17
Transfer upon lapse of RERELTER
saeoptors - T T T T T T . . -
At30June 2018 RIZ-)\E
~A=TH 26,605 126,618 34,115 3,700 I} 1,205 k] 4344 331,719 529273

The notes on pages 12 to 30 are an integral part of this financial

information.
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Unaudited Condensed Consolidated Statement of Cash Flows
REEZERGEESHRESRER

For the six months ended 30 June 2018
HE_ZT—N\FXA=1+HLXHEA

Unaudited
REEERZ
For the six months ended 30 June
BEA~A=1+HIEAEA

2018 2017
—E-N\F —E—+F
HK$'000 HK$°000
FET FET
Cash flows from operating activities REEBIRERE
Cash generated from/(used in) operations WEHE ) (FTR)ERS 19,379 (10,974)
Income tax paid BX TSR (1,777) (1,242)
Net cash flow generated from/(used in) ~ E&XHHE (FTA)
operating activities BE&RE 17,602 (12,216)
Cash flows from investing activities REXBZHERE
Purchase of property, plant and equipment AW - BiE K& (2,724) (2,048)
Proceeds from disposal of property, HEME  BERR
plant and equipment FriS3k3A 53 95
Dividend income on financial assets at BAREBEFABRZ
fair value through profit or loss SREEZREWA 53 34
Net cash used in investing activities REXBFAZHEE TR (2,618) (1,919)
Cash flows from financing activities RETBCRERE
Drawdown of borrowings RAEE 188,021 248,795
Repayment of borrowings BEEE (208,388) (245,011)
Net cash (used in)/generated from REEE (FTA) iz
financing activities Rew®® (20367) 3,784
Net decrease in cash and cash equivalents Be MReEEMRFRE (5,383) (10,351)
Exchange differences MEH =58 (1,001) 363
Cash and cash equivalents at beginning M ReRReEED
of the period 146,571 149,374
Cash and cash equivalents at end of HRIRE MREEEY
the period 140,187 139,386

The notes on pages 12 to 30 are an integral part of this financial E12FE30B8 2 M RALEHBER 2 80
information. 7 ko

N
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General information

Softpower International Limited (the “Company”) and its
subsidiaries (together the “Group”) are principally engaged
in trading of construction materials, mainly pipes and fittings.

The Company is a limited liability company incorporated
in Bermuda. The address of its registered office is Canon’s
Court, 22 Victoria Street, Hamilton HM 12, Bermuda. The
Company’s shares are listed on the Main Board of The Stock
Exchange of Hong Kong Limited (“Stock Exchange”).

This condensed consolidated interim financial information is
presented in Hong Kong dollars (“HK$"), unless otherwise
stated. This condensed consolidated interim financial
information was approved for issue on 20 August 2018.

This condensed consolidated interim financial information
has not been audited.

Basis of preparation and accounting policies

This condensed consolidated interim financial information
has been prepared in accordance with the applicable
disclosure provisions of the Rules Governing the Listing of
Securities (“Listing Rules”) on The Stock Exchange of Hong
Kong Limited (“Stock Exchange”) and compliance with Hong
Kong Accounting Standard (“HKAS") 34, “Interim Financial
Reporting” issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA").

This condensed consolidated interim financial information
should be read in conjunction with the audited consolidated
annual financial statements for the year ended 31 December
2017, which have been prepared in accordance with Hong
Kong Financial Reporting Standards (“HKFRSs").

Except for described below, the accounting policies adopted
are consistent with those used in the audited consolidated
annual financial statements for the year ended 31 December
2017.

Taxes on income in the interim periods are accrued using the
tax rate that would be applicable to expected total annual
earnings.

SOFTPOWER INTERNATIONAL LIMITED RBHBEKERERA A

Notes to the Condensed Consolidated Interim Financial Information
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Notes to the Condensed Consolidated Interim Financial Information

Basis of preparation and accounting policies
(Continued)

Adoption of amendments to existing standards

In the current interim period, the Group has applied, for
the first time, certain new standards, amendments to
standards and interpretations issued by the HKICPA that
are mandatorily effective for the current interim period.
Consequently, certain of the Group’s accounting policies
have been changed to comply with these new standards
including HKFRS 9 and HKFRS 15.

HKFRS 9 replaces the provisions of HKAS 39 “Financial
Instruments” (“HKAS 39") that relate to the recognition,
classification and measurement of financial assets and
liabilities; derecognition of financial instruments; impairment
of financial assets and hedge accounting. The Group applied
the new standards retrospectively from 1 January 2018
with practical expedients permitted under the standard. The
adoption of HKFRS 9 did not have any material impact to
the Group. Also, the adoption of expected credit loss model
under HKFRS 9 did not have material impact on allowance
for impairment of trade and other receivables calculated
under HKAS 39.

HKFRS 15 replaces the provisions of HKAS 18 “Revenue”
("HKAS 18") and HKAS 11 “Construction Contracts”
("HKAS 11") that relate to the recognition, classification and
measurement of revenue and costs. The Group has adopted
HKFRS 15 since 1 January 2018 and has elected to use the
modified retrospective approach, which would recognise
the cumulative effect of initial application as an adjustment
to the opening balance of retained earnings at 1 January
2018. The adoption of HKFRS 15 in the current period does
not result in any material impact on the Group’s financial
position and result of operations.

The adoption of other standards did not have any significant
impact on the Group's accounting policies and did not
require retrospective adjustments.

The Group has not early adopted any other standards,
interpretations or amendments that have been issued but are
not yet effective. The Group is assessing the impact of these
new standards and amendments to standards.

2.
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HRIE3R eI A ([ FBETEA
F3R D ERSREER SRR EORE
B DBNETE  RUIHERERIA -
TREEREBERENETREMNGRY
XHRERNERREER - AREBE =T
—N\F—A—BiEPrEAZEN -
RABEEM B RELANEIRAE TS
AEBBEATE - I KBREE
BB HREEAFEIRNFAREEEE
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HHE 5 M EAMERFIRRER R
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RERF 1858 Wt | ([ BB GFTERIF18
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RHVFER - DM ERIRI - AEH
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Financial risk management and financial
assets

Financial risk management

All aspects of the Group’s financial risk management
objectives and policies are consistent with those disclosed in
the audited consolidated annual financial statements for the
year ended 31 December 2017.

Critical accounting estimates and judgements

Estimates and judgements used are continually evaluated
and are based on historical experience and other factors,
including expectations of future events that are believed
to be reasonable under the circumstances. The resulting
accounting estimates will, by definition, seldom equal to the
related actual results.

The estimates and assumptions that have a significant risk
of causing a material adjustment to the carrying amounts of
assets and liabilities of the Group applied in the preparation
of the condensed consolidated interim financial information
are consistent with those disclosed in the audited
consolidated annual financial statements for the year ended
31 December 2017.

Revenue and segment information

The Group determines its operating segments based on the
reports reviewed by the chief operating decision-maker that
are used to make strategic decisions. The chief operating
decision-maker has been identified as the executive directors
of the Company. The chief operating decision-maker
assesses the performance of the operating segments based
on a measure of profit attributable to equity holders of the
Company.

During the period, the Group has only one reportable
segment, which is trading of pipes and fittings. Trading of
pipes and fittings includes wholesale, retail and logistics
operations substantially in Hong Kong and Macau. Revenue
represents the sales of pipes and fittings to customers.

SOFTPOWER INTERNATIONAL LIMITED RBHBEKERERA A

Notes to the Condensed Consolidated Interim Financial Information
fESRR4R & P HABT A & Rl T aE
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Notes to the Condensed Consolidated Interim Financial Information
SRR 4R S P HABT #5 & Rl T aE

Revenue and segment information (Continued)

Geographical information

The Group is domiciled in Hong Kong. Revenue from external
customers by geographical location is detailed below:

Hong Kong
Macau

N
HRFT

The Group’s non-current assets by geographical location are

detailed below:

Hong Kong
Mainland China

BB
B A it

WAR 5 EER &)

BESHEH

REBRRER - RUE S HHREIN

EEPRUALT

Revenue
WA
Unaudited
RIBER
For the six months ended 30 June

BEAA=tHILLAEAR

2018 2017
—8-N\F  —F—tf
HK$°000 HK$°000
FHAT FHET
262,288 300,878
12,590 27,917
274,878 328,795

REEZRIE D B IERBEEMNT

Unaudited Audited
RIQER BEZ
30 June 31 December
2018 2017
—E-N\F —T—+F
ANA=+H +=ZHA=+—H
HK$°000 HK$'000
FET FET
91,273 89,680
1,254 1,391
92,527 91,001
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Notes to the Condensed Consolidated Interim Financial Information
R4S P HABT S E R aE

6. Other gains, net 6. Hfthlz=F5E

Unaudited
RISER
For the six months ended 30 June
BEA<A=1+HIEAEA

2018 2017

—E-N\F —E—+5F

HK$'000 HK$°000

FET FET

Net exchange gains P 5 W e 558 128 1,174

Net gain on disposal of property, HEWE - BEREEZ

plant and equipment &= 53 105
(Loss)/Gains on financial assets at RADEBEGABRZ

fair value through profit or loss SR EE(E18), Wt (80) 46
Dividend income from financial assets BARBEFFABRZ

at fair value through profit or loss TREEZREWA 53 34

Sundry income E A A 283 290

437 1,649

16 SOFTPOWER INTERNATIONAL LIMITED RBHBEKERERA A



Notes to the Condensed Consolidated Interim Financial Information
SRR 4R S P HABT #5 & Rl T aE

Expenses by nature

Operating profit is arrived at after charging/(crediting):

Cost of inventories sold

Auditor’s remuneration

Depreciation of property,
plant and equipment

Employee benefit expenses
(including directors” emoluments)

Operating lease payments

(Write-back of provision)/Provision
for impairment of trade and
other receivables, net

Provision for impairment of
inventories, net

Other expenses

Representing:

Cost of sales

Selling and distribution costs
General and administrative expenses

EHEZHFERA
=AD&
W% - BERREITE

BTREMMAX
(BREEHD)
KEHEER

B 5 REAM B FIRRE

(EI), B 58
FEREREFER

HABF

foxk
e

B T B A
— IR T R

B

4

mL

XHE
LHMTING(GEA) THIER %E

E

Unaudited
RSB
For the six months ended 30 June

BEAA=tHILEAEA

2018 2017
—E-N\fF —TE—tf
HK$’000 HK$'000
FET FET
186,894 212,752
644 632
1,799 1,641
35,323 35,967
14,596 10,625
(61) 126
3,248 2,083
15,994 17,355
258,437 281,181
193,942 219,240
10,141 11,321
54,354 50,620
258,437 281,181
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Notes to the Condensed Consolidated Interim Financial Information

RS P M B R

8. Finance income, net

Bank interest income

Interest income on loan to a related
company

Other interest income

Interest expense on bank borrowings
wholly repayable within one year

9. Tax expense

Current taxation:
Hong Kong profits tax
Overseas tax

Deferred taxation

Tax expense

RITHSWA
ERT-RHBEBEATN
A EMA
H A B U A
BN —FRTREEZ
RITEEZFE X

BIEATRIR
FAENEHR
BN

EFERTA

BIA

Hong Kong profits tax has been provided at the rate of
16.5% (2017: 16.5%) on the estimated assessable profit for
the period. Taxation on overseas profits has been calculated
on the estimated assessable profit for the period at the rates
of taxation prevailing in the countries in which the Group

operates.

SOFTPOWER INTERNATIONAL LIMITED

BHEBRERRAA

e T PN

Unaudited
RISER
For the six months ended 30 June

BEAA=tTHILEAEAR

2018 2017
—E-N\F —EF—tF
HK$'000 HK$'000
FET FEIT
(742) (652)
(4,093) (4,060)
(144) (334)
899 1,226
(4,080) (3,820)
BEXZH
Unaudited
RIEEX

For the six months ended 30 June

BEAA=tHLEAEAR

2018 2017
—E-N\EF —E—+F
HK$’000 HK$°000
FET FET
3,300 8,621

37 233

127 (137)

3,464 8,717

BEBFIS A BA G T R R TR AR
E16.5%(=ZF—+F : 16.5% )5t °
YEINRIE TR IR BA 2 AT R AR R v A
EAREEELEEBRBRR 2BITR R

st
H o
Ft



Notes to the Condensed Consolidated Interim Financial Information
SRR 4R S P HABT #5 & Rl T aE

10. Earnings per share 10. BRAEF
The calculation of the basic and diluted earnings per share TRINTAEGRERBN REERF
is based on the profit attributable to equity holders of the TIBBARRARERFE AREENRE
Company and weighted average number of ordinary shares BTERAR 2 METORB(FERT
with adjustments where applicable as follows: LA ):
Unaudited
KRSEX

For the six months ended 30 June

BEXA=1THIEXNEA

2018 2017
—E-N\F —T—+F
HK$°000 HK$'000
TFET FET
Profit attributable to equity holders of ~ FTEEREAZF]Z
the Company for the purpose of RAREZREA
basic earnings per share FEAG 5 A 17,494 44,468
Thousand Thousand
Number of shares BROE Fig FHE
Weighted average number of STEORERBNZ BB
ordinary shares for the purpose TR S
of basic earnings per share 1,333,270 1,333,270
Diluted earnings per share for the six months ended 30 June HE-_Z—+FR-_FT—\FRA=T
2017 and 2018 equal basic earnings per share as the exercise BIENEA - AfTERITEBREAR
of the outstanding share options would be anti-dilutive. BErE  FIMEREcSREER
P FNEREREF)
11. Dividend 1. BRE
The board of the directors of the Company (“Board”) does rpmESe((E5g )T TERBES
not declare interim dividend for the six months ended 30 Z—NFARNA=ZFTHIEAEAR 2 HRK
June 2018 (six months ended 30 June 2017: Nil). B(HZz-ZE—+H&XA=Z1tHIE~E

A ) -

INTERIM REPORT 2018 HhHisR4& 19
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12. Capital expenditure

Net book value at 1 January 2017
Translation differences

Additions

Depreciation

Net book value at 30 June 2017

Net book value at 1 January 2018
Translation differences

Additions

Depreciation

Net book value at 30 June 2018

SOFTPOWER INTERNATIONAL LIMITED

12. EXRFEX

R-Z—tF—A—HREFE
EHER

NE

e

R-ZE—tFRA=1THKREHE
R-ZE—N\F—A—RIREHFE
ERER

NE

e

R-ZE—N\FRA=TRIKREFE

BHEBRERRAA

Notes to the Condensed Consolidated Interim Financial Information
R4S P HABT S E R aE

Unaudited
RBER
Property, plant
and equipment
W - BERRE
HK$'000

T

5,409
3
2,048
(1,641)

5,819

5,317
(1

2,724
(1,799)

6,241




Notes to the Condensed Consolidated Interim Financial Information

13. Trade and other receivables

Trade receivables
Less: provision for impairment

Trade receivables — net

Prepayments

Loan to an employee

Other receivables, deposits and
other assets

Rental deposits

Loan to a related company

Less non-current portion:
Rental deposits and other assets
Loan to a related company

B 5 RUGHRIR
B R

B 5 MR — 55

SEANEN

ERT—ET

HAib MR - BE R
HiERE

HEZRe

ERT—HBERR

BIEREN LD -
HERE MEMEE
ERT—fH@EAT

EBRAR S T A B S E R A

13. EZ REMBYRIE

Unaudited Audited
REE KEIZ
30 June 31 December
2018 2017
—2-N\F  -FtF
ANA=tH +=ZH=+—H
HK$'000 HK$'000
FET FEIT
116,724 121,406
(1,955) (2,016)
114,769 119,390
27,254 37,919
1,311 1,328
7,823 22,490
6,500 6,496
78,679 78,357
________ 121,567 146,590
236,336 265,980
(7,607) (7,327)
(78,679) (78,357)
150,050 180,296

INTERIM REPORT 2018 i HisR &

21



22

Notes to the Condensed Consolidated Interim Financial Information

RS P M B R

13. Trade and other receivables (Continued)

The Group generally grants credit period of 60 to 120 days
to its customers for its trading of pipes and fittings operation.
The ageing analysis of the trade receivables based on the due

date is as follows:

Within credit period
1 to 30 days

31 to 60 days

61 to 90 days

91 to 120 days
Over 120 days

FEHA
1RE30K
31RE60K
61REI0KX
9TRE120K
HBiB120K

As at 30 June 2018, trade receivables of HK$1,955,000 (31
December 2017: HK$2,016,000) were impaired and provided
for. The individually impaired receivables mainly relate to
customers which had significant delay in repayment or were
in unexpected difficult financial situations. These receivables

were past due more than 120 days.

SOFTPOWER INTERNATIONAL LIMITED

BHEBRERRAA

13. EZ REMEBYRIE®E)

AEE-RETEEBREHFESEHE
FZEEMR60E120K - E 5 RUR
R A ZREDITT

Unaudited Audited
RISEZL reEZ
30 June 31 December

2018 2017

—E-N\E T

AA=+HB +ZA=+—H
HK$°000 HK$'000

FAETT FHET
70,051 75,863
28,497 28,226
8,781 8,052
3,807 3,491
1,629 1,282
3,959 4,492
116,724 121,406

R-ZE—N\EXA=1+H EHEK
FKIE 1,955,000 (ZE—+F+=A
=-+—H : 2,016,000 7T ) © VERE B
o BRI ERERKFIBEEEEHEKRE
BEFARBRABALERBECEFRE
B - %S RIGRIERERBIA 120K -



Notes to the Condensed Consolidated Interim Financial Information

EBRAR S T A B S E R A

14. Share capital 14. |7
Number of
shares
R E B
thousands HK$°000
FAE FET
At 1 January and 30 June 2017 RZE—+tF—HA—AK
~A=1+AH 1,333,270 26,665
At 1 January and 30 June 2018 RZE-N\F—A—HEK
~NA=1H 1,333,270 26,665

As at 30 June 2018, the authorised share capital of the
Company was HK$500,000,000, comprising 25,000 million
shares with a par value of HK$0.02 per share. All issued
shares are fully paid.

15. Borrowings

Current B

Trust receipt loans EEBIEE R
— secured — B
— unsecured — A

15.

RZZE—NEXNA=+H  KRQELEE
3% 7 A500,000,0007% 7T - R EREE
0.027 71 4£25,000,000,000 4% 48 5% ° AT

BEBITRMOEEHR -
BE
Unaudited Audited
REEX EEIZ
30 June 31 December
2018 20117,
—E-N\F —F—+tF
NEAZSTE = =]
HK$°000 HK$°000
FET FETT
34,176 51,865
15,934 18,612
50,110 70,477

INTERIM REPORT 2018 i HisR &
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Notes to the Condensed Consolidated Interim Financial Information
R4S P HABT S E R aE

15. BE(#®)

“=4

Movements in borrowings is analysed as follows: BEESHHTNT

15. Borrowings (Continued)

Unaudited
REEER
For the six months ended 30 June

BEAA=tHIEAEA

24

2018 2017

—E-N\F —EF—tF

HK$’000 HK$°000

FET FETT

At 1 January ®n—A—H 70,477 73,991
Drawdown of borrowings EAEE 188,021 248,795
Repayment of borrowings BiEEE (208,388) (245,011)
At 30 June BANA=1+H 50,110 77,775

16. Trade and other payables . BEZRHEMESRE

Unaudited Audited

REEEX KRz

30 June 31 December

2018 2017

—ZE-N\F T4

ANA=tH +=ZA=+—H

HK$'000 HK$'000

FET FEIT

Trade payables B SR FIR 47,656 39,493
Accrued expenses and other payables TEIR B R EAERIA 28,537 42,943
76,193 82,436

SOFTPOWER INTERNATIONAL LIMITED

BHEBRERRAA




Notes to the Condensed Consolidated Interim Financial Information
SRR 4R S P HABT #5 & Rl T aE

16. Trade and other payables (Continued) 16. EZ R HMESRIE (&)
The ageing analysis of the Group’s trade payables, based on AEEESREMNFIBENRERIZREZAEH
the invoice date, is as follows: DT
Unaudited Audited
RISEZL KEZ
30 June 31 December
2018 2017
—E-N\F ZE—tF
ANA=+H +=ZH=+—8
HK$°000 HK$'000
FET FHET
Within 30 days 30RIA 42,096 33,706
31 to 60 days 31 RE60K 3,171 4,230
61 to 90 days 61K Z=90K 2,314 1477
Over 90 days EBHRI0K 75 80
47,656 39,493
17. Commitments 17. A&iE
(a) Capital commitments (a) EXEIE
Capital expenditure contracted for at the end of the REREFITAREBINREENE
period but not yet incurred is as follows: REAZHOT :
Unaudited Audited
RSEX EEZ
30 June 31 December
2018 2017
—E-N\F —E—+tF
~EZETE RS
HK$°000 HK$'000
FET FET
Capital expenditure in respect of the MEEHEIAN
acquisition of motor vehicles BERERE IRk
contracted for but not provided in REBEHEARFAX
the consolidated financial statements 2,771 1,240
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Notes to the Condensed Consolidated Interim Financial Information

RS P M B R

17. Commitments (Continued)

(b) Operating lease commitments

THRET
BB —F

Land and buildings
Not later than one year
Later than one year and not
later than five years

Later than five years TR TF
Equipments and motor vehicles FERAE
Not later than one year TEBR—F

Later than one year and not later
than five years

The lease terms are from one to ten years, and the
lease agreements are renewable at the end of the lease
period at market rate.

SOFTPOWER INTERNATIONAL LIMITED RBHBEKERERA A

17. A& &)

(b) WEHEERE

BE—FRTHBBRF

BE—F R TBBRF

Unaudited Audited
RECEZ KRz
30 June 31 December

2018 2017

—E-N\F —T—tF

ANA=+H +=—HA=+—H
HK$'000 HK$'000

FET FEIT

29,255 28,426

91,025 92,453

81,621 90,391
201,901 211,270

559 631

1,003 1,190

e 962 1821
203,463 213,091

HEMNF—2+F  HEAON
HEMERRIETEED -



Notes to the Condensed Consolidated Interim Financial Information

18. Financial assets at fair value through profit
or loss

The table below analyses the Group’s financial instruments
carried at fair value as at 30 June 2018 by level of the inputs
to valuation techniques used to measure fair value. Such
inputs are categorised into three levels within a fair value
hierarchy as follows:

— quoted prices (unadjusted) in active markets for
identical assets or liabilities (level 1)

— inputs other than quoted prices included within level
1 that are observable for the asset or liability, either
directly (that is, as prices) or indirectly (that is, derived
from prices) (level 2)

—  inputs for the asset and liability that are not based on

observable market data (that is, unobservable inputs)
(level 3)

4

TREE
—REHE

Financial assets
— Investment funds

There were no transfers between levels 1 and 2 during the
period.

The fair value of financial instruments that are not traded in
an active market (for example, over-the-counter derivatives)
is determined by using valuation techniques. These valuation
techniques maximise the use of observable market data
where it is available and rely as little as possible on entity
specific estimates. It includes quoted market price or dealer
quotes for similar instruments. If all significant inputs required
to fair value an instrument are observable, the instrument is
included in level 2.

AV

EBRAR S T A B S E R A

18. BARBEFABREZE/MEE
TRIBBETHRAABENGERITE
FrERRMBARNER  HTASER
“E-NFERNAZTHEAABEAR
MemTA - ELG  AIZBRAREERE
WERAENTZE
— AREEXABEERMSIRE

(REEAR)(F—E)

- BRITE—EMBREIREN  ZE
EXBEZIBR 2 A - 7]
REE(BER) S HE(BNREE
BIEZE)

— BERBEWIHFEEBEUERMSH
Bra A (BISERT B R A) (=
)

Unaudited Audited
REE KEZ
Fair value 30 June 31 December
Hierarchy 2018 2017
—E-N\F —T—+tF
BEER FAZSTE SpEE= s
HK$'000 HK$'000
FET FET

Level 2
FE 2,667 2,744

HIMFE 1R 2[E 7 A R

VERNERMSEEZERTA(INE
SMTETR) - HARBETNERMGET
EETE - ZFEETEEENARAE
RITSME 8 YEREMDKEE
BEAMG  ERAUERTANTS
BEILHBRE - H—2RTANOLD
REMBZHEEABARES A B
A AZeMIARBAE_E -
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Notes to the Condensed Consolidated Interim Financial Information

RS P M B R

19. Related party transactions
(a) Key management compensation

Salaries and other short term
employee benefits

Pension costs — defined
contribution plans

Share-based payment

(b) Rental payment to a related party

Rental paid to a related company
(note)

Note:

19. BEALTRS

¥reLHEAMEH
(R
BRAREKA—EHE
R
NSy B AR

XHEE TR
BAE N A (P RE)

The Group paid rental of a motor vehicle and licence to a
company controlled by Mr. Lai Guanglin, former executive
Director and the Chairman of the Company who resigned on
30 March 2018, for a fixed sum of RMB12,000 (approximately
HK$14,900) per month as agreed by both parties. This is also
a connected transaction which is exempted under Rule 14A.76

of the Listing Rules.

28 SOFTPOWER INTERNATIONAL LIMITED RBHBEKERERA A

(a) EEEEASHM

Unaudited
KRB
For the six months ended 30 June

BEAA=tTHILEAEA

2018 2017
—E-N\F —EF—tF
HK$'000 HK$'000
FET FET
12,627 13,848

63 63

17 31
12,707 13,942

(b) MBAEALXZNHEE

Unaudited
RICERZ
For the six months ended 30 June
BZEAA=1+HIEXMEA

2018 2017
—2-N\F  —T—tf
HK$°000 HK$°000
FHRT FHT

89 82

AEEREWEEEEERR —H
BARARIZAIERITEESREFELai
Guanglint £ (FR =T — \F=A
ZHBEBDEHNRARZNEE S
EWEAETEER12,000ARE (4
14,9008 7T) - R ZIMAIRE TR
AN4A 766 MESTREHNRER S ©



Notes to the Condensed Consolidated Interim Financial Information
SRR 4R S P HABT #5 & Rl T aE

19. Related party transactions (Continued) 19. BEALR S (&)
(c) Consultancy fees to related parties () MEBEEATXZNNWERE
Unaudited
RICERZ

For the six months ended 30 June

BEANA=tTHILEAXEA

2018 2017
—E-N\F T
HK$°000 HK$°000
FErT FET
Consultancy fee paid to Ms. Yang Li ~ XTEEM & Fi514+
(note 1) (BtEE1) - 250
Consultancy fee paid to SERET
Mr. Lai Guanglin (note 2) Lai Guanglinfc 4 (M5E2) 744 =
744 250
Notes: Hat:
1. The Group paid consultancy fee to Ms. Yang Li, the 1. ANEBRARQT)ZAEELIER

former Independent non-executive Director of the
Company who resigned on 1 September 2016, for a fixed
sum of HK$41,700 per month as agreed by both parties.
This is a connected transaction which is exempted under
Rule 14A.76 of the Listing Rules. Ms. Yang Li ceased to
be a related party from 1 September 2017.

2. During the period, the Group paid consultancy fee to 2.
Lai Guanglin, the former executive Director and the
Chairman of the Company who resigned on 30 March
2018, for a fixed sum of HK$248,000 per month as
agreed by both parties. This is a connected transaction
which is exempted under Rule 14A.76 of the Listing
Rules.

TESEHHLLT(RNR-_Z—XRF
NA—BBE)XNHETBEN
FAEE41,7008 TR E © It
R 5 RiRE LR RI14A 7615
ERHeN@ERS - HHLt
BE-Z—tHFNLA-—HETHS
BEAL -

REA - REBAEAR R Z BT
HMITEEFE T FLai Guanglinft £
(BER=—Z—NF=ZRA=+HE
E)ZNBEFHBENTRERE
248,000 B THEME - WRH5H
R ETR B 14A 7616 M ES 2
BHIBRERS -
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19. Related party transactions (Continued)

(d) Loan to a related company

On 1 August 2016, the Group advanced a loan of
US$10,000,000 (equivalent to HK$77,746,000) to
China Victory International Holdings Limited (“CVIL"),
a wholly-owned subsidiary of Agria Corporation, for a
term of 3 years.

The loan carried interest at 10.5% per annum and is
repayable by 31 July 2019. The loan is secured by the
entire issued shares of CVIL executed by Agria Group
Limited (“AGL"), the immediate holding company
of CVIL, and also guaranteed by a deed of corporate
guarantee executed by Agria Corporation in favour of
the Group. Mr. Lai Guanglin, a director and ultimate
controlling party of the Company, is also a controlling
shareholder of Agria Corporation.

Pursuant to a resolution passed in a special general
meeting on 23 February 2018, the Group agreed to
novate and AGL, a wholly owned subsidiary of Agria
Corporation and the immediate holding company of
CVIL, agreed to assume the Group’s loan to CVIL of
US$10,000,000 (equivalent to HK$78,357,000) with all
other terms and conditions remained unchanged.

For six months ended 30 June 2018, the interest income
from AGL amounted to approximately US$521,000
(equivalent to HK$4,093,000) (2017: US$521,000
(equivalent to HK$4,060,000)).

As at 30 June 2018, the loan to AGL amounted
to US$10,000,000 (equivalent to HK$78,679,000)
(31 December 2017: US$10,000,000 (equivalent to
HK$78,357,000)).

20. Approval of interim financial information

The interim financial information was approved by the board
of directors of the Company on 20 August 2018.

SOFTPOWER INTERNATIONAL LIMITED RBHBEKERERA A

Notes to the Condensed Consolidated Interim Financial Information
fESRR4R & P HABT A & Rl T aE

19. BEALRZ &)
(d) EXT—HEREAF

RZZE—X"ENA—HB & &
BEmPEBRKREEBRA T
[ CVIL | (Agria Corporation ) —
MEEHBRR) BNERIF
#) & 710,000,000 2 7T (48 2 7
77,746,000 1) °

ZEFRAFL105%EE - Wi
RZE—NFELA=+—HZH
B8 - ZEFACVILMEEERA
&) Agria Group Limited[ AGL |77
CVILKY 2 B E BT 1R HE R I
Agria Corporation# 77 ¥} 74 £ & {&
NEEREL - NGB 2 EEHRK
i A Lai Guanglinft & © I8 A
Agria CorporationiZ &% 5 o

BERZZE-—NF_AZ+=H
BITHREFIAGLREBN
RER - AEBE R EAGL(Agria
Corporation#) 2= & M@ A 7 K CVIL
MEZERAR) AERERR
CVILEY E 10,000,000 7T (HH %
$278,357,0007 7T ) » E b 15 F AN
IR o

BHE-_Z—/\FAA=1+HIRX
A - 1EAGLFTS M FI B AL A
521,000 7T (FH55144,093,0007%
JC)(ZZ—+4F : 521,0005 (48
224,060,000 7T) ) ©

R-E—N\FXA=+H BEXF
AGLH) % % 510,000,000 7T (48
£078,679,0008 L) (ZE—t4F
+=—A=+—H8 : 10,000,000%7T
(% 7478,357,000567T)) °

20. FHPHMBER

ARrEEER _ET—N\FENA-TH
ER P EEER -



Management Discussion and Analysis

FINANCIAL REVIEW

For the period ended 30 June 2018, the Group recorded revenue
of approximately HK$274.9 million (2017: HK$328.8 million), a
decrease of 16.4% as compared to the same period in 2017. The
profit attributable to equity holders of the Company for the six
months ended 30 June 2018 was approximately HK$17.5 million
(2017: HK$44.5 million), representing a decrease of 60.6% over
the same period in 2017 as the overall revenue and gross margin
decrease. The basic earnings per share was approximately HK1.31
cents (2017: HK3.34 cents).

BUSINESS REVIEW

The Group is a leading provider to the construction sector offering
a wide range of pipe (including copper tube, stainless steel and
steel pipes, etc.), related products, fittings, comprehensive services
and solutions to the contractors, designers, consultants and
government agencies in Hong Kong and Macau.

The year 2017 was an exceptional year for the Group and we
achieved a very high gross profit margin in the first half of 2017
which was due to the favorable construction market conditions in
Hong Kong then. Compared to the highest revenue and net profit
for 2017 since 2009, the Group's pipes and fittings business did
not gain growth traction in the first half of 2018. Although the
results in the first half of 2018 were not as stellar as in the same
period of 2017, we still achieved satisfactory results during the
period under review.

In the first half of 2018, we faced challenges amidst the ever-
changing business environment. We encountered the supply
shortage and other factory issues. The supply of ductile iron pipes
was affected by the PRC factories temporarily stopping production
even though we had increased the stock level towards the end of
last year. This shortage delayed our delivery of products to fulfill
our customers’ needs. Furthermore, sales to Macau remained
weak with the lack of large projects. In terms of product quality,
we continued to work together with our suppliers to further
strengthen our quality inspection program in the first half of 2018.

EEENmR TN

%5 o1 8

HE-_ZT—)\FNA=1tHILHR KE£H
RIS UL A %) A274,900,0008 T ( — T —+
F : 328,800,000 L) M_E—+tF[E
HT¥164% - HE—_T— \FEXA=1
BiIEANEARA  ARBBEANKAMEFERS
Frmd » RRaRERBE ARG ENNA
17,500,000 7T ( = Z —+ 4 : 44,500,000
BIT) R-E—tFREATE60.6% ° =%
ERBFOB 31BN ZE—1F : 3348
file) -

FHOEE
AEEXERBERRMZIEARD - &RF
Bh - B KB ERH S EREE (B
B THMEMMES)  HEEM - B
EHARBIERT R - REETERERE
BT

—TFEAKERREN—F - HAE
R AF LY FERTHESNENE
HNEBRNEREEMENEEXT SRR
X HE T LFERB_TTNAFUR
MREERAMFENE  AEENEBREF
EBR_T-N\FLFFWLARNLSHE
REOES| - AT N\FLFXFHOERY
AM—T—tFEH-HLE  ERMAER
BEHIRDEVG T mBHIRAE

E-T-N\FHEFF  RAETEZCH
BRRRT R o WAL & HREE R
MEAM TRREEE - BE RFIEEFRIE
MTEFEKY EFBEIHRERELLEE
DAFETHREBBHEOMHE - RETET
BPMERNE - AREEFPHFR 1o
HIVRFTEEREIAR - RFIHEEIDARK
3o HEREETH  RAE_FT—\FH
¥ FREEHERE—EAE  E—FNR
BPNEEBRBRTE -

INTERIM REPORT 2018 i HisR &

31



32

Management Discussion and Analysis

EEENWR DM

Meanwhile, rising material costs and unfavourable market
conditions affected our profit margin. Increasing overhead costs
also squeezed the net profit of the Group. These factors adversely
impacted the Group's performance during the period under
review. The Group's revenue decreased by 16.4% to HK$274.9
million (2017: HK$328.8 million) and net profit decreased by
60.6% to HK$17.5 million (2017: HK$44.5 million).

The Group’s selling and distribution costs decreased by 10.6%
to HK$10.1 million for the six months ended 30 June 2018
(corresponding period of 2017: HK$11.3 million), mainly due to
the decrease in consultancy fees and transportation costs of about
HK$1.4 million in line with the decrease in sales. The decrease in
expenses was partially offset by the increase in direct logistic staff
costs, travelling and promotion expenses of approximately HK$0.2
million.

The Group's general and administrative expenses increased by
7.5% to HK$54.4 million for six months ended 30 June 2018
(corresponding period of 2017: HK$50.6 million). Such increase
was mainly due to the increase in operating lease payments
and testing fees of approximately HK$4.4 million for the period
under review. The increase in expenses was partially offset by the
decrease in staff costs of about HK$0.6 million.

For the six months ended 30 June 2018, finance income was fairly
stable compared to the corresponding period of last year. Finance
costs decreased as a result of the increase in cash flows and early
settlement of bank loans for the period under review. As finance
income outpaced costs during the period, we recorded net finance
income of HK$4.1 million (corresponding period of 2017: HK$3.8
million).

PROSPECTS

The Group will continue to invest in resources for the inspection
of the quality of pipes and fittings in order to better serve our
customers. Despite the challenges we face, the Group remains
confident of construction market outlook and our core business
of pipes and fittings. The Hong Kong Government holding the
housing supply steady and the development of public hospitals are
positive for the construction industry. We will continue to benefit
from these business opportunities in the construction market. In
addition, the Group continues to be committed in exploring new
business investment opportunities while managing risk exposure
of the business vigilantly.
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Management Discussion and Analysis

LIQUIDITY AND CAPITAL RESOURCES ANALYSIS

As at 30 June 2018, the cash and bank balances of the Group
were approximately HK$177.2 million (31 December 2017:
HK$183.6 million) including pledged bank deposits amounting
to approximately HK$37.0 million (31 December 2017: HK$37.0
million). Basically the Group’s working capital requirement is
financed by its internal resources and banking facilities. The Group
believes that funds generated from operations and the available
banking facilities will enable the Group to meet its future working
capital requirements.

As at 30 June 2018, the Group had aggregate banking facilities
of trade finance of approximately HK$295.7 million (31 December
2017: HK$289.2 million), of which approximately HK$65.3 million
(31 December 2017: HK$88.3 million) was utilised. The Group’s
total borrowings stood at approximately HK$50.1 million (31
December 2017: HK$70.5 million), and the entire amount of
borrowings for both periods will mature within one year. The
entire amount of borrowings outstanding as at 30 June 2018
was HK$50.1 million (31 December 2017: HK$70.5 million).
21% (31 December 2017: 26%) and 79% (31 December 2017:
74%) of the borrowings were subject to floating and fixed rates
respectively.

The gearing ratio as measured by total bank borrowings to total
equity was approximately 9.5% as at 30 June 2018 (31 December
2017: 13.8%). As at 31 December 2017 and 30 June 2018, the
entire amount of the Group’s borrowings was denominated in
Hong Kong dollars.

The Group conducts its business transactions mainly in Hong Kong
dollar, Macau Pataca, Renminbi and United States dollar. In order
to manage foreign exchange risk, the Group has been closely
monitoring its foreign currency exposure and will arrange for any
hedging facilities if necessary.
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CHARGE ON ASSETS

As at 30 June 2018, certain bank deposits and certificate of
deposit held by subsidiaries of the Group with an aggregate
carrying amounts of approximately HK$37.0 million (31 December
2017: HK$37.0 million) and HK$10.0 million (31 December 2017:
HK$10.0 million) respectively were pledged to banks for banking
facilities.

CONTINGENT LIABILITIES

The Group did not have any significant contingent liabilities as at
30 June 2018 (31 December 2017: Nil).

STAFF AND REMUNERATION POLICY

As at 30 June 2018, the Group employed a total of 177
employees (31 December 2017: 177). Total employee benefit
expenses for the period ended 30 June 2018 was approximately
HK$35.3 million (2017: HK$36.0 million).

Remuneration policy is reviewed annually and certain staff are
entitled to sales commission. In addition to the basic salaries and
contributions to the mandatory provident fund, the Group also
pays discretionary bonus and provides staff with other benefits
including medical scheme for Hong Kong employees. The Group
contributes to an employee pension scheme established by the
PRC Government which undertakes to assume the retirement
benefit obligations of all existing and future retired employees of
the Group in Mainland China. The Group operates a share option
scheme for the purpose of providing incentives and rewards to
eligible directors and employees of the Group to recognise their
contribution to the result of the Group.
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DIRECTORS’ INTERESTS AND SHORT POSITIONS
IN THE SHARES, UNDERLYING SHARES OR
DEBENTURES

The interests of the directors in the share options of the Company
are separately disclosed in the section headed “SHARE OPTION
SCHEME" below.

As at 30 June 2018, the interests and short positions of the
Directors and chief executive of the Company in the shares,
underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO")) as recorded in the
register required to be kept under Section 352 of the SFO or as
otherwise notified to the Company and The Stock Exchange of
Hong Kong Limited (the “Stock Exchange™) pursuant to the Model
Code for Securities Transactions by Directors of Listed Issuers (the
“Model Code”), were set out below:

Long positions in the shares and underlying shares of
the Company

Other Information
HipER

EERERN - AERONERERZ

BENXR

B A AR TR T X A
T8 |— 8 BITRE -

R-ZE—N\FRNA=TH XRAEFLK
BITHRA BRAR B S E R AE (&
R LG (TE 5 BRG] EXV
Rty - BRI KBRS - BRAE
EERARBREE 5 KB E R F 3521677
BEzERMzERIAR HARELHE
TAESETEZR ZNFEEST A (T2
AlDHERRBREEMERXZMER AT
(TP ) 2 SR FORRIAT

RAERXARGRABERD 2HFR

Approximate
percentage of

Personal Corporate shares in issue
Name of Directors Capacity Interests Interests Total {HERTR®A
EZEB 514 EPNE EERER &5t BABES
Yu Ben Ansheng Beneficial owner/Interest of 3,000,000 146,000,000 149,000,000 11.18%
ARE controlled corporation (Note FfEE)
EnlA AN/ ZEtlEEER
Note: wat

These shares are held by King Jade Holdings Limited, which is wholly and
beneficially owned by Mr. Yu Ben Ansheng, an executive Director and the
Chief Executive Officer of the Company. Accordingly, Mr. Yu is deemed to
be interested in such shares under the SFO.

Save as disclosed above and in the section headed “SHARE
OPTION SCHEME" below, as at 30 June 2018, none of the
Directors or chief executive or their respective associates had any
interests and short positions in shares, underlying shares and
debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) as recorded in the
register required to be kept under Section 352 of the SFO or
as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code.
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SHARE OPTION SCHEME

The share option scheme approved by the shareholders of the
Company on 24 June 2004 (the “2004 Scheme") which expired
on 23 June 2014. Thereafter, no further options will be granted
under the 2004 Scheme but the subsisting options granted
thereunder prior to the expiry date will continue to be valid and
exercisable in accordance with the terms of the 2004 Scheme.
Details of the share options granted, exercised, lapsed and
cancelled under the Scheme during the period and outstanding as
at 30 June 2018 were as follows:

BRERTE

RABRRR -TEMFE A - +HBHE
ZBEREE( —ZTOFFHEDER=F
—FENAZT=AER ° R - BERE
— TR EIBROBEEE - ERNERA
HIRTAR IR — T T MMFRI R H 2 B2
BRI A TLATTRE - REAR - RIFEF
ERT 1TE - RBREHEER T —\F
NAZTHHERITENBEREZFRNT

Movement during the period

AL
Held as at
1 January Held as at
2018  Granted and 30 June 2018
Dateof  Exercise RZ=E-N\F accepted RZB-N\F
Name of Directors grant Price -F-H BREL  Exercised Lapsed  Cancelled ~A=1AH
£ REAE  OFE BE i3] BT BAM B L]
HKS
BT
Lai Fulin Mot 3/12/2009 0.71 5,000,000 - - - - 5,000,000
o )
U Kean Seng et 1) 3/12/2009 0.71 3,000,000 - - 3,000,000 - -
A RpR )
(Resigned on 30 March 2018)
(RZZ—-\E=A=THET)
\Wong Yee Shuen, Wilson "t 3/12/2009 0.71 1,000,000 - - - - 1,000,000
Pl )
Chen Wei Wen tote2 5/5/2010 0.83 1,000,000 - - - - 1,000,000
Bafy e)
10,000,000 - - 3,000,000 - 7,000,000
Employegs (otes 183 3/12/2009 0.71 9,300,000 - - 300,000 - 9,000,000
[Eg=m)
19,300,000 - - 3,300,000 - 16,000,000
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Notes: Wit -

1. The options granted to these grantees are vested in stages and be 1.

exercised in the following manner:

Maximum percentage of options exercisable
AT ERERS B DL
20%
20%
20%
20%
20%

2. The options granted to these grantees are vested in stages and be 2.

exercised in the following manner:

Maximum percentage of options exercisable
ATz BERERSE DL
20%
20%
20%
20%
20%

3. Vesting of options granted to certain employees is subject to 3.

achievement of profit target.

4. As at 30 June 2018, the total number of shares available for issue 4.

upon exercise of all options which were granted under the 2004
Scheme in aggregate was 16,000,000 shares (31 December 2017:
19,300,000 shares), representing approximately 1.20% of the total
number of shares of the Company in issue as at 30 June 2018 (31
December 2017: 1.45%).

BT REARANBRESOEREE - 1L
BIHNT AT

Period for exercise of the relevant
percentage of the options

TTERARRERE R D 2 IR

3/6/2010 - 2/12/2019
3/6/2011 -2/12/2019
3/6/2012 - 2/12/2019
3/6/2013 - 2/12/2019
3/6/2014 - 2/12/2019

BFREFBRAOBRIEL S BERRE - 1
BT A RATHE -

Period for exercise of the relevant
percentage of the options

TTERREREA D L2 IR

5/11/2010 - 4/5/2020
5/11/2011 - 4/5/2020
5/11/2012 - 4/5/2020
5/11/2013 - 4/5/2020
5/11/2014 - 4/5/2020

ETETRE 2BREREIENBZRTA
BETARMESR

RZZE—NFEARA=+H " REZZTTHOF
FTEIR 7 B R R BT T B T (B TR
321 B #£16,000,000f (= ZE—+tF+=A
=+—H : 19,300,0008%) ' KMEARDFRZ
- N\FARA=ZTHZBEEITRAL1.20%
TE—4F+-A=+—H:145%)°

At the Annual General Meeting of the Company held on 21 May RZE-—RAFERAZ+—ARITZ2ARFR
2015, the shareholders of the Company approved the adoption of RBFRE L - RARIREAEFRAFER
a new share option scheme (the “2015 Scheme”). As at 30 June EEE([ZZE—RFHE D - HEZZT—N
2018, no share option was granted by the Company under the FRA=TH XRARURBERE=-ZT—H
2015 Scheme. FRAEIR L IEAE -
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DIRECTORS’ RIGHT TO ACQUIRE SHARES OR
DEBENTURES

Apart from the share option scheme of the Company, at no time
during the period was the Company or any of its subsidiaries a
party to any arrangements to enable the Directors of the Company
or any of their spouses or children under the age of 18 to acquire
benefits by means of the acquisition of shares or debentures of
the Company or any of its associated corporations (within the
meaning of SFO).

SUBSTANTIAL SHAREHOLDERS

As at 30 June 2018, the interests and short positions of the
following persons or corporations, other than the Directors or
chief executive of the Company, in the shares and underlying
shares of the Company as recorded in the register required to
be kept by the Company under Section 336 of the SFO were as
follows:

Long position in shares and underlying shares of the
Company

EEWERDHESFHER

AR F 2 BARHEHEISN - 5 HIRD AL (B
B - ANA RSN B A T E S s T
% BEAAREERARER+/
BIAT T4 - AU A2 RSk EL A (48
BORE (8 R B A RS0 KA 15 5B
#igs -

FERR

RZZFE—NFRNA=Z+H U TALTSHEE
(ARRAEESZBITHRAERINRARF
R 15 K ARRBERR 0 HE A 2B E SRR AR AR I 5
AN EEIEHE3B6IETEE 2 B M RS
KxREwT

RAEXTRG RABRG ZFR

Number of Approximate

shares/underlying percentage of

shares held shares in issue

Name of shareholders Capacity RS, HERITRSG

R BB 514 HERG A BHABES

Singapore Zhongxin Investment Beneficial owner 437,234,620 32.79%
Company Limited (Note 1 #31) EmMAA

Li Juan (Note2) Interest of spouse 437,234,620 32.79%

sl i

Qu Zhi Beneficial owner 333,317,500 25%
fhE EmMAA

King Jade Holdings Limited (Note 3 #i3) Beneficial owner 146,000,000 10.95%

i}

LA A

\

Notes:

1. Singapore Zhongxin Investment Company Limited is wholly and
beneficially owned by Mr. Lai Guanglin, the former executive
Director and the Chairman of the Company. Accordingly, Mr. Lai
Guanglin is deemed to be interested in such shares under the SFO.
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2. Ms. Li Juan, the spouse of Mr. Lai Guanglin who is the former
executive Director and the Chairman of the Company, is also
deemed to be interested in Mr. Lai's interest in the Company under
the SFO.

3. King Jade Holdings Limited is wholly and beneficially owned by Mr.
Yu Ben Ansheng, an executive Director and the Chief Executive
Officer of the Company. Accordingly, Mr. Yu is deemed to be
interested in such shares under the SFO.

Save as disclosed above, as at 30 June 2018, the Company had
not been notified by any persons or corporations, other than the
Directors or chief executive of the Company, who had interests
and short positions in the shares or underlying shares of the
Company as recorded in the register required to be kept by the
Company under Section 336 of the SFO.

CORPORATE GOVERNANCE

The Company has complied with the code provisions set out in
the Corporate Governance Code as stated in Appendix 14 of the
Rules Governing the Listing of Securities on Stock Exchange (the
“Listing Rules”) throughout the period.

REVIEW BY AUDIT COMMITTEE

The condensed consolidated interim financial information for
the six months ended 30 June 2018 has not been audited nor
reviewed by the Company’s auditor, PricewaterhouseCoopers,
but this report has been reviewed by the audit committee of the
Company.

The audit committee has reviewed with management the
accounting policies and practices adopted by the Group and
financial reporting matters including the review of the unaudited
condensed consolidated financial information for the period. The
audit committee of the Company currently consists of Mr. Wong
Yee Shuen, Wilson, Mr. Chen Wei Wen and Mr. Guan Zhigiang as
independent non-executive Directors.

PURCHASE, SALE OR REDEMPTION OF SHARES

Neither the Company nor any of its subsidiaries has purchased or
sold any of the Company'’s shares during the period.
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COMPLIANCE WITH MODEL CODE OF LISTING
RULES

The Company has adopted the Model Code contained in
Appendix 10 of the Listing Rules. Having made specific enquiry
with the Directors, all Directors confirmed that they have fully
complied with the required standard as set out in the Model Code
throughout the six months ended 30 June 2018.

DISCLOSURE OF THE CHANGE IN THE
INFORMATION OF THE DIRECTOR PURSUANT TO
RULE 13.51B(1) OF THE LISTING RULES

Pursuant to Rule 13.51B(1) of the Listing Rules, change in the
information of the director of the Company required to be
disclosed in this report is as follows:

1. With effect from 1 April 2018, the director’s salary of Mr. Yu
Ben Ansheng, the executive Director of the Company, was
increased to HK$2,586,000 per annum.

2. With effect from 1 May 2018, the director’s salary of Mr. Lai
Fulin, the executive Director of the Company, was increased
to HK$2,757,600 per annum.

BOARD OF DIRECTORS

As at the date of this report, the Board of the Company consists
of Mr. Lai Fulin and Mr. Yu Ben Ansheng as executive Directors;
and Mr. Wong Yee Shuen, Wilson, Mr. Chen Wei Wen and Mr.
Guan Zhigiang as independent non-executive Directors.

By Order of the Board

Lai Fulin
Chairman

Hong Kong, 20 August 2018
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