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Management Discussion and Analysis

BEENWR DM

BUSINESS REVIEW

The Group is principally engaged in hotel operations and hotel
consultations and management services and other related businesses.
The Group is also involved in the money lending business. For the six
months ended 30 June 2018, the Group has 4 leased-and-operated
hotels under operation, including the resort hotel located in Huizhou
newly acquired during the period. Other than the money lending
business, the financial services and asset management business were
discontinued during the period. Revenue from hotel operations during the
period mainly derived from rental of hotel rooms.

HOTEL BUSINESS

During the period, under the strategy implemented by the new
management, the Group’s financial figures have improved as a whole.
With respect to the hotel operation, for the six months ended 30 June
2018, the revenue was HK$12,454,876, representing an increase of
approximately 77.4% as compared with revenue of HK$7,020,868
for the same period of the last financial year. The increase was mainly
attributable to the following two aspects:

l. Improvement of existing hotel performance:

We classify hotel customers into three categories: (i) customers
introduced by travel agencies, (ii) corporate customers with
contractual arrangements and (iii) individual customers. To address
all sorts of challenges, our sales team has developed effective
market plans, including entering into cooperation agreements
with tourism intermediaries and providing more attractive
commissions or agency fees to improve incentive for introduction
from intermediaries. In addition, we also took the initiative to
contact various corporate customers to identify their service needs
and proactively provide them with assistance solutions. Indeed,
to increase the number of individual customers, we have also
developed various loyalty programs such as re-activating the sales
of membership cards to consolidate our individual customer base.

Our effective sales and marketing schemes have introduced a new
type of customer source for the Group during the period, exerting
positive impacts on sales. In addition, the impact of the renovation
works completed in the previous year began to fully reflect during
the period, reversing the unsatisfactory performance of the flagship
Nanshan Hotel in Shenzhen in recent years during the period and
providing strong support for the Group’s existing hotel business.
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Management Discussion and Analysis

EEENmER DN

Il. Development of new hotels:

In addition to working on improving existing hotel business, we also
studies and analyzes other potential projects and hotel locations
and develops various mergers and acquisitions and hotel launch
proposals in an attempt to accelerate the Group’s development,
expand its size, and increase profits so as to reward investors’
support. During the period, the Group successfully cooperated
with a real estate developer from the PRC to develop new hotel
project. As disclosed in the Group’s announcement dated 30 April
2018, the Group successfully acquired the resort hotels located in
Huizhou to increase the number of available rooms and expand the
size of the Group’s hotel business. The Group will continue to look
for investment and enhancement opportunities, and explore various
hotel accommodation and hotel consultations and management
services in Mainland China, Hong Kong or overseas to optimize the
overall hotel assets structure and improve efficiency.

Indeed, in addition to the above two main reasons, the Group had in
place a series of operation improvement schemes during the period
such as enhancing hotel facilities and implementing staff performance
programs to improve service quality, customers’ satisfaction, and
employees’ morale in order to increase sales and improve performance in
all aspects.

In addition to frontline operation of hotels, we also took important actions
to control back office and other expenses, including reviewing human
resource efficiency and making corresponding adjustments, relocating
the Hong Kong office to reduce rental space, and successfully obtaining
a waiver regarding the interest expense of shareholder loans from the
former controlling shareholder, so as to maximize the Group’s benefits.
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Management Discussion and Analysis

BEENWR DM

The following is an update on the Group’s existing hotels:
Huizhou Hotel

The Group has successfully acquired two hotels in Huizhou on 30 April
2018 in two separate blocks and has managed these two hotels as a
single hotel since its official opening on 1 June 2018. Huizhou Hotel
is a resort hotel which is situated at Xunliaowan of Huizhou, which is
easily accessible as it is located near the Pearl River Delta neighbouring
Shenzhen and Hong Kong and has direct flights to other cities in the
PRC. Xunliaowan offers our guests the opportunities to enjoy a beach
vacation in the region, become a beach bum, spend their days lazing
on the sand and take in the sun followed by a dip in the clear waters.
With both historic scenic spots and the coast along the Pacific Ocean,
Huizhou attracts domestic and foreign tourists to spend their holiday in
the region.

The Group looks forward to the increasing number of guests visiting the
region which will boost up the performance of Huizhou Hotel in the long
run. As reported by Huizhou Airport, the number of guests travelling to
Huizhou in 2016 via Huizhou Airport is approximately 550,000 which is
55% more than that in 2015 where the same statistic collected in 2017
shows another strong growth of 75% over 2016 (approximately 960,000
guests). In the coming years, with the focusing effort supported by the
Huizhou Government in the tourists’ areas, especially the coastal areas,
it is expected that the growing trend in the number of visiting guests
will sustain and develop a stronger base for Huizhou Hotels to enhance
popularity and boost performance.

Nanshan Hotel

Nanshan Hotel is situated near the Hong Kong-Shenzhen Western
Corridor and the Shekou Port. It has five floors and a total GFA of
approximately 7,000 sg.m., comprising 189 rooms. As the nearby
subway station has been opened since late June 2016, the hotel’s
accessibility to the airport has been greatly improved and the airport is
reachable from the hotel in approximately 30 minutes. Also, Nanshan
Hotel is in the proximity of the Coastal City Commercial Area, Shenzhen
Book Mall (Nanshan), Shenzhen Bay Sports Centre Stadium and theme
parks such as the Window of the World, Overseas Chinese Town
Harbour and the Sea World, which provides stable demand for hotel
rooms from both business and tourism guests.
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Management Discussion and Analysis

EEENmER DN

Information regarding Nanshan Hotel shows that the hotel renovation
completed in 2017 does provide a significant impact in the growth of
the hotel performance including increase in number of available rooms,
occupancy rate and room rates. During the period, Nanshan Hotel has a
turnaround financial performance, improving from a loss making position
to a profit making position when comparing with the same period last
year. This gives the Group an extra assurance to keep on implementing
our updated sales strategies and operational management which have a
proven positive impact on revenue and profit.

Luohu Hotel

Luohu Hotel is situated near Huagiang North Commercial Street
and Shenzhen Railway Station. It has one floor and a total GFA
of approximately 2,000 sg.m., comprising 78 rooms. The hotel is
conveniently located at the financial centre area in the Luohu District,
adjoining the World Financial Centre, the Shenzhen Book City, The
Mixc, the Citic City Plaza, the Shun Hing Square, the Shenzhen Grand
Theatre and the Dongmen Commercial Pedestrian Street. Luohu Hotel
also enjoys convenient transport access which allows visitors to reach
Luohu Checkpoint, the Shenzhen Conventional & Exhibition Centre and
Shenzhen Stadium easily by a short driving distance.

Thanks to the contribution from the Group’s sales team and operational
team, the revenue of Luohu Hotel has slightly increased during the
period when comparing with the same period last year. The Group has
commenced Luohu Hotel’s small-scale renovation in the second quarter
of 2018 and expects to finish the renovation in the second half of 2018.
This small-scale renovation mainly includes repair of ceilings and walls,
and replacement of in-room electrical appliances and bed linens.
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Management Discussion and Analysis

BEENWR DM

Although, as mentioned in the management discussion and analysis
section of the Group’s 2017 annual report, the implementation of one-
visit-one-week policy by the Hong Kong Government has continuously
cast adverse impacts on Luohu Hotel, the prime location of Luohu Hotel
provides flexibility in switching customer base to itself. Luohu Hotel is
now shifting its customer base from Hong Kong short-trip visitors to
group customers participating in nearby events and exhibitions. Usual
exhibitions and recreational functions in the Luohu District create strong
demand for hotel rooms and thus, under the strategy implemented by
the new management, the Group expects that Luohu Hotel will be able to
shift to alternative customer groups by liaising with exhibition or function
organisers, and the difficulty in shifting customers base will be lowered
especially when the renovation works are completed during the second
half of this year.

Baoan Hotel

Baoan Hotel has four floors and a total GFA of approximately 1,700
sqg.m., comprising 55 rooms. The hotel is located at a commercial area
in the Baoan District and adjoining the Baoan International Airport, the
Nantou custom, the Baoan Coach Terminal and the Xixiang Pier. The
Group plans to commence a comprehensive renovation to Baoan Hotel
in the second half of 2018 and expects to finish the renovation before
the end of this year. The comprehensive renovation to be carried out will
mainly include hard refurbishment (such as leasehold improvements),
soft refurbishment (such as replacement of mattresses and blankets) and
replacement of in-room electrical appliances.

The revenue of Baoan Hotel has slightly decreased for the period since
currently, Baoan Hotel is experiencing an adverse operating environment
which is mainly due to the aged decoration of the interior. This is the
main competitive disadvantage of Baoan Hotel comparing with new
competitors in the surrounding area which offsets the Group’s sale
team’s effort. Thus, the comprehensive renovation to be carried out
should solve this issue well and boost both number of guests and
revenue effectively.
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Management Discussion and Analysis

EEENmER DN

FINANCIAL SERVICES AND ASSET
MANAGEMENT BUSINESS

To focus on developing hotel operations and hotel consultations and
management services, the Group has decided to integrate resources and
discontinue the development of financial services and asset management
business, and therefore has ceased to apply for licences of Type 1
(dealing in securities), Type 2 (dealing in futures contracts) and Type
4 (advising on securities) regulated activities under the Securities and
Futures Ordinance (Chapter 571 of the laws of Hong Kong) (the “SFO”).
Moreover, as mentioned in the announcement of the Company dated 16
May 2018, the Company has terminated the acquisition of a company
licensed to conduct Type 9 (asset management) regulated activities. This
is aimed to accelerate the development of the core businesses and fully
utilize current resources and experience to expand the Company’s size.
However, for the Group’s future development, the Group will maintain the
money lending business.

FINANCIAL REVIEW

For the six months ended 30 June 2018, the Group recorded a
revenue of HK$12,454,876, compared with HK$7,020,868 for the
corresponding period in the last financial year, representing an increase
of approximately 77.4%. The Group recorded a total comprehensive loss
of HK$10,089,220 for the six months ended 30 June 2018 compared
with HK$21,417,739 (restated) for the same period of the last financial
year, representing a decrease of approximately 52.9%.

The following table shows the key information of the total of the Group’s
leased-and-operated hotels for the six months ended 30 June 2017 and
2018.
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For six months ended 30 June
BZEARA=1THLREA

2018 2017

—E-N\F —T—+tF

Total available room nights wa R EERE 65,293 49,228
Occupancy rate AfEE 72.1% 67.1%
ARR* (RMB) FHEBE(ARET) 2225 193.6
RevPAR* (RMB) FHEREERAN(ARET) 160.5 129.8

* ARR: the average room revenue of all hotels divided by the total occupied
room nights

# RevPAR: the average room revenue of all hotels divided by the total available
room nights
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Management Discussion and Analysis

BEENWR DM

Operating Costs

The total operating costs decreased by HK$3,505,971, or approximately
13.4%, from HK$26,238,223 (restated) for the last corresponding period
to HK$22,732,252 for the six months ended 30 June 2018. The Group
has adopted cost saving measures to lower the operating expenses and
employee benefit expenses. Depreciation of right-of-use assets increased
by HK$1,405,779 or approximately 21.7% due to the rental expenses of
the newly acquired Huizhou Hotel. Depreciation of property, plant and
equipment increased by HK$1,375,546 or approximately 79.4%, primarily
due to the depreciation of leasehold improvement upon completion of
renovation projects of Nanshan Hotel.

The following table shows the total operating costs for the six months
ended 30 June 2017 and 2018:
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For six months ended 30 June
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2018 2017
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HK$ HK$

BT BT

(Restated)

(#eE7)

Depreciation of right-of-use assets FREEENE 7,889,781 6,484,002

Depreciation of property, plant and ME - BEMRETE

equipment 3,108,631 1,733,085

Employee benefit expenses EERAFAX 7,194,863 11,561,573

Utilities N 611,699 463,627

Other operating expenses HE s 3,927,278 5,035,936

Amortisation of other assets H A& FEHE 5 - 960,000
FINANCE COSTS LB A

The finance costs decreased by HK$4,764,126 to HK$1,441,130 @ERAREBE —ZE—+F A=+ H I ~E

as compared with the six months ended 30 June 2017. It mainly
represented the finance lease cost and the interest expenses for the
shareholders’ loans. During the Period, the Company successfully obtain
a waiver regarding the interests of shareholder loans from the former
controlling shareholder.
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Management Discussion and Analysis

EEENmER DN

LIQUIDITY AND FINANCIAL RESOURCES

During the six months ended 30 June 2018, the Group mainly
financed its operations and expansion with its own working capital
generated internally and shareholders’ loans (with principal amount
of HK$13,800,000 as at 30 June 2018, unsecured, interest-free, and
repayable in 2020).

As at 30 June 2018, the Group had bank balances and cash of
HK$17,672,363 (31 December 2017: HK$7,877,594). Gearing ratio is
calculated as the amount of interest-bearing borrowings divided by total
equity. The gearing ratio as of 30 June 2018 is N/A (31 December 2017:
76.5%).

The Group was in net current liabilities position of (HK$6,385,319) as at
30 June 2018. The controlling shareholder, Mr. Yuan Fuer has confirmed
his intention to provide continuing financial support to the Company to
enable it to meet its liabilities as and when they fall due and to enable
to the Company to continue its operations for the foreseeable future.
Consequently, the financial statements are prepared on a going concern
basis.

SIGNIFICANT INVESTMENT HELD, MATERIAL
ACQUISITIONS OR DISPOSALS OF SUBSIDIARIES,
ASSOCIATES AND JOINT VENTURES, AND
FUTURE PLANS FOR MATERIAL INVESTMENTS
OR CAPITAL ASSETS

As mentioned in the Company’s announcements dated 21 April 2016
and 20 October 2016 respectively, during the 2016, the Group entered
into a memorandum of understanding in relation to the proposed
acquisition of a 51% interest in a hotel located in Sichuan Province, the
PRC. The Group has made the first deposit payment of approximately
HK$23,988,000 in mid-May 2016. During the period, the Group
demanded refund and the deposit was refunded in February 2018.
Subsequent to the end of Reporting period, the negotiation on the
proposed acquisition has been terminated. No legally binding agreement
has been entered into in terms of the Proposed Acquisition.

Moreover, as mentioned in the Company’s announcement dated 30 April
2018, the Company acquired the operating company of two lease-and-
operate resort hotels in Huizhou during the period. The Company has
been managing and operating the two hotels collectively as one single
hotel since its official opening on 1 June 2018.
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On 8 August 2017, ZhongHua Financial Holdings Limited (the “Vendor”) as
vendor, the Group as purchaser and a guarantor had entered into a sale
and purchase agreement (the “S&P Agreement”) in relation to the sale
and purchase of the entire issued share capital of ZhongHua Finance
Assets Management Co., Limited, a company licensed to conduct Type
9 regulated activities under the SFO (the “Transaction”). As disclosed
in the announcement of the Company dated 16 May 2018, given that
the conditions for completion under the S&P Agreement have not been
met or waived or varied and a new agreement has yet to be reached,
the Vendor and the Group have mutually agreed not to proceed with the
Transaction.

Save as disclosed above, there was no significant investments held,
or material acquisition or disposal of subsidiaries, associates or joint
ventures by the Group during the six months ended 30 June 2018, and
the Company does not have any plan for material investments or capital
assets as at the date of this report.

FOREIGN EXCHANGE RISK

For the six months ended 30 June 2018, the Group’s majority of the
assets and liabilities, and income and expenses were denominated in
Renminbi and Hong Kong Dollar. The Group had no significant exposure
to fluctuations in exchange rates under foreign exchange contracts,
interest, currency swaps or other financial derivatives.

CAPITAL STRUCTURE

There was no material change in the capital structure of the Group
during the six months ended 30 June 2018. The total number of the
issued shares of the Company was 448,363,708 as at 30 June 2018 (31
December 2017: 448,363,708).

DIVIDENDS

The Directors do not recommend the payment of an interim dividend in
respect of the six months ended 30 June 2018 (six months ended 30
June 2017: Nil).

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and within
the knowledge of the Directors, at least 25% of the Company’s total
issued share capital was held by the public as at the date of this report.
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EMPLOYEE AND REMUNERATION POLICIES

The Group had 88 employees (31 December 2017: 56 employees) as at
30 June 2018. Remuneration is determined by reference to market terms
and performance, qualifications and experience of individual employee.
Discretionary bonuses based on individual performance will be paid to
employees as recognition of and reward for their contributions. Other
benefits include contributions to retirement scheme.

CHARGES ON ASSETS

As at 30 June 2018, the Group did not have any charges on its assets (31
December 2017: Nil).

CAPITAL COMMITMENTS AND CONTINGENT
LIABILITIES

As at 30 June 2018, the Group had no material contingent liabilities (31
December 2017: Nil).

CHANGE OF CONTROLLING SHAREHOLDERS

On 25 July 2018, Hehui International Development Limited (“Hehui”) and
the Company jointly announced that Hehui had entered into a share
purchase agreement (the “Agreement”) with China Medical Overseas
Limited to purchase a total of 269,019,010 shares of the Company,
representing approximately 60% of the total number of issued shares of
the Company, for a cash consideration of HK$300,000,000 (equivalent
to approximately HK$1.1152 per share). The Agreement was executed
on 18 July 2018. Pursuant to Rule 26.1 of the Takeovers Code, Hehui
is required to make an unconditional mandatory offer in cash for all the
issued Shares of the Company at the offer price of HK$1.1152 per offer
share (the “Offer”).

The Offer will close on 5 September 2018.

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

Neither the Company nor any of its subsidiaries had purchased, sold,
or redeemed any of the listed securities of the Company during the six
months ended 30 June 2018.

Neither the Company nor any of its subsidiaries had issued or granted
any convertible securities, options, warrants or similar rights or exercise
any conversion or subscription rights under any convertible securities,
options, warrants or similar rights during the six months ended 30 June
2018.
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CORPORATE GOVERNANCE

The Company is committed to ensure a high standard of corporate
governance in the interests of the shareholders and devotes considerable
effort to maintain high level of business ethics and corporate governance
practices. The Company has complied with the code provisions set out in
the Corporate Governance Code (the “CG Code”) contained in Appendix
14 to the Listing Rules throughout the six months ended 30 June 2018,
except for certain deviations as specified with considered reasons for
such deviations as explained below. The Board will keep reviewing and
updating such practices from time to time to ensure compliance with
legal and commercial standards.

Under Code Provision of A.2.1 of the CG Code, the roles of the chairman
of the Company (the “Chairman”) and chief executive officer of the
Company (the “Chief Executive Officer”) should be separated and should
not be performed by the same individual. The roles of Chairman and
Chief Executive Officer should be separated to ensure a clear division
between the Chairman’s responsibility to manage the Board and the
Chief Executive Officer’s responsibility to manage the Company’s
business. The separation ensures a balance of power and authority so
that power is not concentrated.

During the six months ended 30 June 2018, Mr. Ye Shusheng was the
Chief Executive Officer. His role is to oversee the overall management of
the Company.

During the six months ended 30 June 2018, the Company did not have
a Chairman. The role of the Chairman was jointly performed by the
executive directors of the Company as a whole.

The Board considers this arrangement allows contributions from all
Directors with different expertise and will not affect the continuity and
implementation of the Company’s policy and strategies and the interest
of the shareholders of the Company as a whole.

Nevertheless, the Company will look for suitable candidates to fill the role
of the Chairman and will make necessary arrangement pursuant to the
requirement under A.2.1 of CG Code as and when necessary.

The Board will continue to review the corporate governance status of the
Company from time to time and make necessary changes to comply with
the CG Code as and when considered appropriate.
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CHANGES IN DIRECTORS’ INFORMATION

Mr. Wong Yiu Kit, Ernest has been appointed as an executive director
of KVB Kunlun Financial Group Limited (stock code: 6877), a company
listed on the Main Board of The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”), with effect from 21 May 2018.

Save as disclosed above, there is no information required to be disclosed
pursuant to Rule 13.51B(1) of the Listing Rules.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Group had adopted the Model Code for Securities Transactions by
Directors of Listed Issuers as set out in Appendix 10 to the Listing Rules
(the “Model Code”) as its own code of conduct for securities transactions
by the directors (the “Directors”) and relevant employees who, because of
office or employment, are likely to be in possession of unpublished inside
information in relation to the Company’s securities. The Company had
made specific enquiry to all the Directors and such relevant employees
and they confirmed compliance with the Model Code throughout the
period from 1 January 2018 to 30 June 2018. No incident of non-
compliance was noted by the Company during this period.

AUDIT COMMITTEE REVIEW

The Group has an Audit Committee which was established for the
purposes of, among others, reviewing and providing supervision over
the Group’s financial reporting process, internal controls and risk
management system. The Audit Committee comprises three Independent
Non-executive Directors. Mr. Wong Yiu Kit Ernest is the Chairman of the
Audit Committee. The Audit Committee has reviewed the accounting
principles and policies adopted by the Group and has discussed and
reviewed the internal controls and financial reporting matters of the
Group, including the review of the unaudited consolidated interim results
of the Group and interim report of the Company for the six months ended
30 June 2018, with the management of the Company.

REVIEW OF INTERIM RESULTS

The unaudited interim condensed consolidated financial information of
the Group for the six months ended 30 June 2018 has been reviewed by
ZHONGHUI ANDA CPA Limited, the auditor of the Company.
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SHARE OPTION SCHEME

The Company had a share option scheme (“Scheme”) which was
adopted pursuant to a resolution of the sole shareholder passed on 22
June 2011 and adopted by a resolution of the Board on 22 June 2011.
The purpose of the Scheme was to attract, retain and motivate talented
participants to strive for future developments and expansion of the
Group. The Scheme shall be an incentive to encourage the participants
to perform their best in achieving the goals of the Group and allow the
participants to enjoy the results of the Company attained through their
efforts and contributions.

The Scheme became effective on 22 June 2011 and, unless otherwise
cancelled or amended, will remain in force for 10 years from the
adoption of the Scheme, the principal terms of which were summarized
in the paragraph headed “Share Option Scheme” in Appendix V to the
Company’s prospectus dated 30 June 2011 (the “Prospectus”).

During the six months period ended 30 June 2018, the Company has not
granted any share option under the Scheme. No share option under this
Scheme remains outstanding as at 1 January 2018 and 30 June 2018 (31
December 2017: Nil).
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 30 June 2018, so far as was known to the Directors, the following
Director had interest in the shares of the Company as notified to the
Company and the Stock Exchange pursuant to the Model Code and
as recorded in the register required to be kept by the Company under
section 352 of the SFO:

EEREBRTHRAERKRAD - 1HE
ROREREE 2 EERKXE

REEMA R \FXNA=1TH AT
EERARBRMFHRARBZETRBNE
RRF MR MAE R AR AIREES K
HIE 1R F 3626 F B 2 B et 2 i -

Approximate %

Directors Capacity Nature of interests Number of shares held of shareholding

(Note)

BREBANEI L

5= g% REME BRREROEA (B =)

Dai Lifeng Beneficial owner Personal interest 8,060,000 1.80%
LAV -2 EREAA A

Note: The approximate shareholding percentage is based on the number of Shares
in issue as at 30 June 2018 of 448,363,708.

Save as disclosed above, as at 30 June 2018, so far as was known to the
Directors, none of the Directors and the chief executive of the Company
had any interest or short position 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) as recorded in the register required to
be kept by the Company 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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SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS
IN SHARES, UNDERLYING SHARES AND

DEBENTURES OF THE COMPANY

As at 30 June 2018, so far as was known to the Directors, the following
substantial shareholders (as defined in the Listing Rules) of the Company,
not being Directors or the chief executive of the Company, had interests
in the Shares as recorded in the register required to be kept by the

EZMA
ZAYN TEEH&%(E%%LW& ) (L IEARR
AEERTBTBRAB)RBNFTHEAAERT
RARBIRERE L AR RGIFIB6IHRFEZ

TERRREMALREATR
£ - ARG R AR 2 R
=)

—N\FEXRA=1H" KT

Company under section 336 of the SFO: Bt o s
Number of Percentage of
Name Capacity shares Shareholding
maEB 514 RGEAR RETDL
China Medical Overseas Limited (formerly ~ Beneficial owner 269,019,010 60.00%
known as China Angel Investments EnlEEA
Holding Limited) (Note 2)
HREEREEINERR A A (AT
PR PR EZER AR AR (FiEE2)
Ding Yifan (Note 2) Interest in a controlled incorporation 269,019,010 60.00%
T—R(fEE2) REZENEE 2 s
Lyu Na (Note 3) Interest of spouse 269,019,010 60.00%
=B (HTEES) [iRLEL
Li Gang Interest in a controlled incorporation 35,740,071 7.97%
2 REZENEE 2 e
Hua Zhi Investment Limited Interest in a controlled corporation 35,740,071 7.97%
REEENEE 2 s
CFFC (HK) Financial Holdings Company Interest in a controlled incorporation 35,740,071 7.97%
REZENEE 2 s
CEFC (HK) Financial Holdings Corporation  Interest in a controlled incorporation 35,740,071 7.97%
REEGNERE 2 S
Chen Hui Interest in a controlled incorporation 35,740,071 7.97%
PR REZENEE 2 s
China Dragon Asia Champion Fund Beneficial owner 35,740,071 7.97%

Series SPC

EmBaA
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Note 1: The approximate shareholding percentages are based on the number of
Shares in issue as at 30 June 2018 of 448,363,708.

Note 2: As at 30 June 2018, the equity interests in China Medical Overseas
Limited were owned by Mr. Ding Yifan and Mr. Huang Yun as to 90% and
10% respectively. Mr. Ding Yifan was therefore deemed to be interested
in the 269,019,010 Shares in which China Medical Overseas Limited was
interested under the SFO.

Note 3: Ms. Lyu Na, the spouse of Mr. Ding Yifan, was deemed to be interested in
the shares in which Mr. Ding Yifan was interested under the SFO.

Save as disclosed above, as at 30 June 2018, so far as was known to
the Directors, no other person (not being a Director or the chief executive
of the Company) had any interest or short position in the Shares or
underlying Shares as recorded in the register required to be kept by the
Company under section 336 of the SFO.

By Order of the Board

Legend Strategy International Holdings Group Company Limited
Ye Shusheng

Executive Director and Chief Executive Officer

Hong Kong, 29 August 2018
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ZHONGHUI
TO THE BOARD OF DIRECTORS OF LEGEND STRATEGY
INTERNATIONAL HOLDINGS GROUP COMPANY LIMITED
thiAEIRR S BIER AR A F
(Incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the interim financial information set out on pages 23 to
52 which comprises the condensed consolidated statement of financial
position of the Company as at 30 June 2018 and the related condensed
consolidated statement of profit or loss and other comprehensive
income, condensed consolidated statement of changes in equity and
condensed consolidated statement of cash flows for the six-month
period then ended, and a summary of significant accounting policies and
other explanatory notes. The Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited require the preparation
of a report on interim financial information to be in compliance with the
relevant provisions thereof and Hong Kong Accounting Standard 34
“Interim Financial Reporting” (“HKAS 34”) issued by the Hong Kong
Institute of Certified Public Accountants (the “HKICPA”). The directors are
responsible for the preparation and presentation of this interim financial
information in accordance with HKAS 34. Our responsibility is to express
a conclusion on this interim financial information based on our review
and to report our conclusion solely to you, as a body, in accordance with
our agreed terms of engagement, and for no other purpose. We do not
assume responsibility towards or accept liability to any other person for
the contents of this report.

B RBREEZERARARESS

(RESEEZMK L HRLF])

—
n =]

B ERENE2BE2E 2 HMBER
EheE ERRARZZE-N\FAA=tHEZ
RS E MR KRARBEZ B 1L/} @A 5
B ERERARA Ra MEMEEKAR - &
PR ZEHRLERGRERERER - A
REBEHBRRME M EMABEEN T - HEK
BRHMBRARIEZ EHRREE RS
HEENAETEP ARG REEGEIA
e([BEEMAE ) BEMNEESTER
FE345E[ PP B ImE | ([FEGHERIFE34
1) c EEREREBEBBETEREI4GRRE
REHNAFHFBER - BPAINEELRER
PIBBEE AP MM BEERHELER - RBR
FMOMERBER EREFSERRS K
2 MBI EEAD B &) - AT ERARENA
RAEREMALE ESAESE -

Interim Report 2018
T N\FhHHRE

21



22

Independent Review Report

B EB RS

SCOPE OF REVIEW

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

CONCLUSION

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

MATERIAL UNCERTAINTY RELATED TO GOING
CONCERN

We draw attention to Note 2 to the condensed financial statements which
states that the Group incurred a loss of HK$9,980,698 for the six months
ended 30 June 2018 and had net current liabilities of HK$6,385,319 as
at 30 June 2018. These conditions indicate the existence of a material
uncertainty which may cast significant doubt about the Group’s ability to
continue as a going concern. Our conclusion is not qualified in respect of
this matter.

ZHONGHUI ANDA CPA Limited
Certified Public Accountants

Ng Ka Lok

Practising Certificate Number PO6084
Hong Kong, 29 August 2018
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

GRS EEREMZERAR

For the six months ended 30 June 2018 HiEZ —Z— \F/,xA=1+HIE/~EA

Six months ended 30 June
BZEASA=1THLAEA

2018 2017
—EB-N\F —T—+F
Notes HK$ HK$
Bt BT BIT
(Unaudited) (Unaudited)
(REBER) (REEEZ)
(Restated)
€ ==e7l

Revenue = 6 12,454,876 7,020,868
Depreciation of right-of-use assets FREEENE (7,889,781) (6,484,002)
Depreciation of property, Y% - BB MEREITE

plant and equipment (3,108,631) (1,733,085)
Amortisation of other asset H {th & A 5 - (960,000)
Employee benefit expenses EERARS (7,194,863) (11,561,573)
Utilities NGRS (611,699) (463,627)
Gain on extension of convertible bonds ERABRRES 2 /A 16 - 4,102,252
Other operating expenses HAb @B (3,927,278) (5,035,936)
Other income Hablg A 7 2,400,404 75,797
Operating loss EEEER (7,876,972) (15,039,306)
Finance costs BB RA 8 (1,441,130) (6,205,256)
Loss before tax FRBLATES 18 (9,318,102) (21,244,562)
Income tax expenses FriS iR 9 (662,596) (415,473)
Loss for the period HREE 10 (9,980,698) (21,660,035)
Other comprehensive income: Hib 2wk :
ltems that may be reclassified to profit or ~ AJfEEFT P22 2 HH -

loss:
Exchange differences on translating MEGINETSEE ZEH =5

foreign operations (108,522) 242 296
Other comprehensive income for the BN E M 2 E W - BRTLE

period, net of tax (108,522) 242,296
Total comprehensive loss HREHEEEAE

for the period (10,089,220) (21,417,739)
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

GRS EEREMZERAR

For the six months ended 30 June 2018 # &= —F— \FENA=1TH 1/~ A

Six months ended 30 June
BEASA=1THILAREA

2018 2017
—EB-N\F —T—+F
Notes HK$ HK$
Bt BT P TT
(Unaudited) (Unaudited)
(REEER) (RE&EZ)
(Restated)
(FE5)
Loss for the period attributable to: BT ALTEAHBRES :
Owners of the Company RARER A (9,966,627) (21,660,035)
Non-controlling interests eI (14,071) =
(9,980,698) (21,660,035)
Total comprehensive loss UTATEGHAZHEISHAE !
for the period attributable to:
Owners of the Company IN/NETE ¥ =N (10,066,382) (21,417,739)
Non-controlling interests Bl il (22,838) =
(10,089,220) (21,417,739)
Loss per share BREE 12
Basic and diluted (Hong Kong cents) B (B (2.22) (5.50)

Legend Strategy International Holdings Group Company Limited
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Condensed Consolidated Statement of Financial Position

B AR S M AR R R

As at 30 June 2018 R —ZE— N\F/NA=1+H

30 June 31 December 1 January
2018 2017 2017
—B-N\F —FT—tF —F—tF
NA=tH +—-A=+—H —H—H
Notes HK$ HKS$ HK$
BfaE BT BIT 7S TT
(Unaudited) (Audited) (Audited)
(REER) (fe=Z) (Je=Z)
(Restated) (Restated)
(reE5) (#E=5)
Non-current assets EREBEE
Property, plant and equipment Y% - BE k& 13 11,473,479 11,592,467 9,167,109
Deposits s 14 - 23,988,000 23,988,000
Rental deposits HEZE 14 3,193,211 1,574,898 3,241,518
Goodwill EES 19 2,060,823 = =
Prepayment SEANECEE] 14 - = 7,180,044
Other asset HmEE - - 2,400,000
Right-of-use assets BREEE 41,571,693 14,141,984 25,555,775
Deferred income tax assets FEEFTEIREE 4,233,099 4,286,514 3,187,371
62,532,305 55,583,863 74,719,817
Current assets REBEE
Rental deposits HEZS 14 1,808,069 1,950,980 =
Prepayments, deposits TERNEIR « e KHEAM
and other receivables FEW IR 14 13,432,463 625,981 21,762,008
Trade receivables FEUAR SR 15 933,484 268,265 64,555
Inventories FE 360,104 = =
Bank and cash balances IR1T MR & 45k 17,672,363 7,877,594 10,100,000
34,206,483 10,722,820 31,926,563
Current liabilities REBEE
Convertible bonds AIMARES 16 - = 53,152,913
Trade and other payables FERIRF R EMERFKIE 17 23,768,987 6,962,750 8,592,847
Lease liabilities HEAE 15,760,294 9,601,514 14,193,135
Tax payables FE TR 1,062,521 1,063,262 1,518,650
Provision for asset retirement WA EEREE - 232,000 659,645
40,591,802 17,859,526 78,117,190
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Condensed Consolidated Statement of Financial Position

B AR S M AR R R

As at 30 June 2018 R —ZE— N\F/NA=1+H

30 June 31 December 1 January
2018 2017 2017
—E-N\F —E—tF —E—+F
NA=tH +-A=+—H —H—H
Notes HK$ HK$ HKS$
MI5E BT BIT BIT
(Unaudited) (Audited) (Audited)
(REER) (fe=Z) (Fe=1Zz)
(Restated) (Restated)
(#2E5l) (&E7)
Net current liabilities FERBAE (6,385,319) (7,136,706) (46,190,627)
Total assets less EEABRABAR
current liabilities 56,146,986 48,447 157 28,529,190
Non-current liabilities FRBAE
Lease liabilities HEAR 27,282,201 6,160,656 14,061,230
Provision for asset retirement REEE ER R 2,988,139 4,280,635 3,135,871
Borrowings &3k 18 11,345,327 16,935,781 =
41,615,667 27,377,072 17,197,101
NET ASSETS EEFE 14,531,319 21,070,085 11,332,089
Capital and reserves AATEEAELRER
attributable to the owners Rf#EE
of the Company
Share capital & Zx 4,483,637 4,483,637 3,935,250
Reserves = 9,327,537 15,843,465 7,396,839
Equity attributable to owners of ~ AAEIHAE AEIHEZ
the Company 13,811,174 20,327,102 11,332,089
Non-controlling interests PR AE = 720,145 742,983 =
TOTAL EQUITY A 14,531,319 21,070,085 11,332,089

Legend Strategy International Holdings Group Company Limited
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Condensed Consolidated Statement of Changes in Equity

AR E RS R

For the six months ended 30 June 2018 HiZ —Z— \E,x A=+ H I/~ EA

Attributable to owners of the Company

ANAREARG
Convertible Non-
Share Share Exchange Statutory  bonds equity Other  Shareholder’s  Accumulated controlling
capital premium reserve reserve reserve reserve  contributions losses Sub-total interest Total
TakEs
Bx  BEEE EXffE  HERE  BEEE  EfRE  RRME ZnER M ERER 3
Note HKS HKS HKS HKS HKS HKS HKS HKS HKS HKS HKS
i AT AT AT AT AT AT AT AT AT AT AT
At denvary 2017, RoZ-t5-A-R
as restated (Audfted) 57](%H) 3935250 204,694,080 1,959,236 1,742,763 4301492 8020110 20751024 (234071866 11,332,089 - 11332089
Total comprehensive loss InEEEELE
for the period (Unauditec) (Fia%H) - - 242,09 - - - - (1660085 (21417739 - AT
30 June 2017 (Unaudited) RZZ-t5rA=1H
(xEER) 3935250 204,694,080 2,201,632 1,742,763 4301492 8020110 20751024  (265731.901)  (10,085,650) - (10085650
At January 2018, RZF-\E-A-R"
as estated [Audte) {155(15H)
Total compreensive loss nEESELE
forthe period (Unaudted) (xEzH)
Waiver of borrowing from ReRERRRER
Former Sharcholder (Unaudted) ~ (RE%#7) 18
At 30 June 2018 (Unaucited) R-E-\ERA=TH

(RiEER)
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Condensed Consolidated Statement of Cash Flows

FRGERERER

For the six months ended 30 June 2018 HiZ — &

—N\FERA=+THIA~EAR

Six months ended 30 June

BEAA=1THIEANER

2018 2017
—E-N\F —E—+F
Notes HK$ HK$
B 5T BT BIT
(Unaudited) (Unaudited)
(REBER) (REEEZ)
NET CASH USED IN OPERATING LR T RIR & FRE
ACTIVITIES (1,047,955) (18,705,214)
CASH FLOWS FROM INVESTING REEHEENRERE
ACTIVITIES
Refundable deposit received BEEAE 2 BEW R RIZS
from enhancements of hotels - 21,000,000
Acquisition of a subsidiary Hﬁl%% Al 19 (1,016,258) =
Proceeds from refund of deposit RIBEZ Kﬁﬁ FBE 2B
for proposed acquisition of a hotel B HPTISRIE 23,988,000 -
Purchases of property, HBEYE J?ﬁ)%&uxﬁ
plant and equipment (655,946) (5,968)
Other investing activities HMic&EEE - (2,628,663)
NET CASH GENERATED FROM REEBEIR ST
INVESTING ACTIVITIES 22,315,796 18,365,369
CASH FLOWS FROM FINANCING RERDEENRERE
ACTIVITIES
Payment for convertible bonds interest AR &5 A B AR - (4,080,000)
Repayment of borrowing BEBRK (2,700,000) =
Repayment of lease liabilities EBEHEEAE (8,690,200) (7,204,239)
Net proceeds from borrowing B TS R IRFRE - 6,000,000
NET CASH USED IN FINANCING BB REFTRARIR &5
ACTIVITIES (11,390,200) (5,284,239)
NET INCREASE/(DECREASE) IN CASH  IR& MIR&EEWiEm, (sl )
AND CASH EQUIVALENTS R 9,877,641 (624,084)
CASH AND CASH EQUIVALENTS AT HymRe RIBSEED
BEGINNING OF PERIOD 7,877,594 10,100,000
EFFECT OF FOREIGN EXCHANGE RATE  SINERE & %4\ 5/ 22
CHANGES (82,872) 198,796
CASH AND CASH EQUIVALENTS AT MR IR e MR EEY - 18
END OF PERIOD, REPRESENTED BY
Bank and cash balances IRIT MR ek 17,672,363 9,674,712

Legend Strategy International Holdings Group Company Limited
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Notes to the Condensed Financial Statements

51 B B S R AR Y

For the six months ended 30 June 2018 HiZ — &

—N\ERNA=FTHIERE

& A

GENERAL INFORMATION

The Company was incorporated in the Cayman Islands with limited
liability. The address of its registered office is Cricket Square,
Hutchins Drive, P.O. Box 2681, Grand Cayman, KY1-1111, Cayman
Islands. The address of its principal place of business is Suite 1705,
17/F, World-Wide House, 19 Des Voeux Road Central, Central,
Hong Kong. The Company’s shares are listed on the Main Board of
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

In the opinion of the directors of the Company, as at 30 June 2018,
China Medical Overseas Limited (“CMQ”), a company incorporated
in the British Virgin Islands, is the controlling shareholder of the
Company (the “Former Shareholder”). CMO is owned by Mr. Ding
Yifan (“Mr. Ding”) and Mr. Huang Yun, executive director of the
Company, as to 90% and 10% equity interest respectively. On 18
July 2018, Hehui International Development Limited (the “Controlling
Shareholder”), a company incorporated in the British Virgin Islands,
which is wholly owned by Mr. Yuan Fuer (“Mr. Yuan”), became
controlling shareholder of the Company.

The Company is an investment holding company. The Group is
principally engaged in the hotel operations, hotel consultations and
management services and other related businesses in the People’s
Republic of China (the “PRC”). The Company is also involved in the
money lending business.

—REH
ARRRFAEEREEMALASBERA

A ° EEH%#JJ#%E% #F /& Cricket Square,
Hutchins Drive, P.O. Box 2681, Grand
Cayman, KY1-1111, Cayman Islands ° &
DB R BB IREEEF 1958
%ﬂﬁfﬂ@ﬂ%§°$ AR N E

B AR ZFMAERA R ([EBAAM ) ERE
m o

AKRRESZERE —NEFERA=T
= ':F‘zli‘ﬂﬁ/i%ﬁﬁﬁ AI([FREEE])
(—AREBRELEESEMARINAF)
BN R BERRR R ([RIARR J) - R EE
BEHT —NEE(TEREDREERLE
(RRBIMITES) D BIHEHF 0% KX10%
fe#E - RZF—/\FELHT/\B ' Hehui
International Development Limited ( [ 28 i&
ARER ) (— IR BB E Z B S itk 2 /9
ARAYHRERAE(IREE])ZEHE
B)KBARERIZERARER ©

RRF/—HREER AR - AEBTE
RAEARKME((HE]DERBELE
R ARG 5 R R BB R B IR RS SRR
1 o RRBIENERERET -

Interim Report 2018
—E— \FH RS

29



30

Notes to the Condensed Financial Statements

51 B B S R AR Y

For the six months ended 30 June 2018 HiEZ —Z— \F/,xA=1+HIE/~EA

GOING CONCERN

During the six month ended 30 June 2018, the Group incurred
a loss of HK$9,980,698 and had net current liabilities of
HK$6,385,319 as at 30 June 2018. The controlling shareholder, Mr.
Yuan, has agreed to provide adequate funds for the Group to meet
its liabilities as they fall due.

In order to improve the Group’s operating performance and alleviate
its liquidity risk, management is implementing measures to control
costs and contain capital expenditures. Further investments in hotel
operations will be made only when the Group has sufficient financial
resources after meeting its day-to-day working capital and other
capital commitment requirements.

The Company’s directors have reviewed the Group’s cash flow
projections. The cash flow projections cover a period of twelve
months from 30 June 2018. In the opinion of the directors, based on
these cash flow projections and in light of the above, the Group will
have sufficient financial resources in the coming twelve months to
meet its financial obligations as and when they fall due. Accordingly,
the directors are satisfied that it is appropriate to prepare the
condensed financial statements on a going concern basis.

BASIS OF PREPARATION

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

These condensed financial statements should be read in conjunction
with the 2017 annual financial statements. The accounting policies
and methods of computation used in the preparation of these
condensed financial statements are consistent with those used in
the annual financial statements for the year ended 31 December
2017 except as stated below.

Legend Strategy International Holdings Group Company Limited
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3. BASIS OF PREPARATION (Continued)

(@) Financial assets

Financial assets are recognised and derecognised on a trade
date basis where the purchase or sale of an asset is under
a contract whose terms require delivery of the asset within
the timeframe established by the market concerned, and
are initially recognised at fair value, plus directly attributable
transaction costs except in the case of investments at fair value
through profit or loss. Transaction costs directly attributable to
the acquisition of investments at fair value through profit or loss
are recognised immediately in profit or loss.

Financial assets of the Group are classified under the following
categories:

- Financial assets at amortised cost

Financial assets (including trade and other receivables)
are classified under this category if they satisfy both of the
following conditions:

—  the assets are held within a business model whose
objective is to hold assets in order to collect
contractual cash flows; and

— the contractual terms of the assets give rise
on specified dates to cash flows that are solely
payments of principal and interest on the principal
amount outstanding.

They are subsequently measured at amortised cost using
the effective interest method less loss allowance for
expected credit losses.

3.

Notes to the Condensed Financial Statements

51 B B S R AR Y

For the six months ended 30 June 2018 # &= —F— \FENA=1TH 1/~ A

RREE #)
(a) EWEE

WREBREENRBAOREBE LD
& MENRTREBRIENHIETR
RARY  AleMEERIZAEE
RERILTER - WNTEAFHES
MERERT R ZRATER - HERAF
B ABS 2 RERI - WEERATF
B ABSZREERE R KA
BB 1B e fERR o

rEEzEREETIRATERD

A8 -

- EREERAGEZEREE

HEREE(ERREERRIEE
1l FEUERIR) 15 & LA T &R R ER
A8

- BENRBGARREE
AWE A KR 2R 2 55
BARE Rk

- BEZANKRFBERE
ERMEAMER RN
ERERAENEZRE
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3. BASIS OF PREPARATION (Continued)

(b) Loss allowances for expected credit losses

The Group recognises loss allowances for expected credit
losses on financial assets at amortised cost. Expected credit
losses are the weighted average of credit losses with the
respective risks of a default occurring as the weights.

At the end of each reporting period, the Group measures the
loss allowance for a financial instrument at an amount equal
to the expected credit losses that result from all possible
default events over the expected life of that financial instrument
(“lifetime expected credit losses”) for trade receivables,
contract assets and lease receivables, or if the credit risk on
that financial instrument has increased significantly since initial
recognition.

If, at the end of the reporting period, the credit risk on a
financial instrument (other than trade receivables, contract
assets and lease receivables) has not increased significantly
since initial recognition, the Group measures the loss allowance
for that financial instrument at an amount equal to the portion
of lifetime expected credit losses that represents the expected
credit losses that result from default events on that financial
instrument that are possible within 12 months after the
reporting period.

The amount of expected credit losses or reversal to adjust the
loss allowance at the end of the reporting period to the required
amount is recognised in profit or loss as an impairment gain or
loss.

Legend Strategy International Holdings Group Company Limited
WaEREEIERERAR
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For the six months ended 30 June 2018 # &= —F— \FENA=1TH 1/~ A
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Notes to the Condensed Financial Statements

51 B B S R AR Y

For the six months ended 30 June 2018 # &= —F— \FENA=1TH 1/~ A

3. mNEEw

(c) BEEFHENNE

3. BASIS OF PREPARATION (Continued)

(c) Revenue from contracts with customers

Revenue is measured based on the consideration specified in
a contract with a customer with reference to the customary
business practices and excludes amounts collected on behalf
of third parties. For a contract where the period between the
payment by the customer and the transfer of the promised
product or service exceeds one year, the consideration is
adjusted for the effect of a significant financing component.

The Group recognises revenue when it satisfies a performance
obligation by transferring control over a product or service to
a customer. Depending on the terms of a contract and the
laws that apply to that contract, a performance obligation can
be satisfied over time or at a point in time. A performance
obligation is satisfied over time if:

—  the customer simultaneously receives and consumes the
benefits provided by the Group’s performance;

— the Group’s performance creates or enhances an asset
that the customer controls as the asset is created or
enhanced; or

— the Group’s performance does not create an asset with
an alternative use to the Group and the Group has an
enforceable right to payment for performance completed
to date.

If a performance obligation is satisfied over time, revenue is
recognised by reference to the progress towards complete
satisfaction of that performance obligation. Otherwise, revenue
is recognised at a point in time when the customer obtains
control of the product or service.

WH2EBRREBEIREFA Uﬂ
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Notes to the Condensed Financial Statements

51 B B S R AR Y

For the six months ended 30 June 2018 HiEZ —Z— \F/,xA=1+HIE/~EA

3. BASIS OF PREPARATION (Continued) 3. REEE &)
(d) Leases (d) BE

The Group as lessee

Leases are recognised as right-of-use assets and
corresponding lease liabilities when the leased assets are
available for use by the Group. Right-of-use assets are stated
at cost less accumulated depreciation and impairment losses.
Depreciation of right-of-use assets is calculated at rates to
write off their cost over the shorter of the asset’s useful life and
the lease term on a straight-line basis. The principal annual
rates are as follows:

Buildings over the lease term of 1 year to 10 years

Right-of-use assets are measured at cost comprising the
amount of the initial measurement of the lease liabilities, lease
payments prepaid, initial direct costs and the restoration costs.
Lease liabilities include the net present value of the lease
payments discounted using the interest rate implicit in the
lease if that rate can be determined, or otherwise the Group’s
incremental borrowing rate. Each lease payment is allocated
between the liability and finance cost. The finance cost is
charged to profit or loss over the lease term so as to produce
a constant periodic rate of interest on the remaining balance of
the lease liability.

Payments associated with short-term leases and leases of
low-value assets are recognised as expenses in profit or loss
on a straight-line basis over the lease terms. Short-term leases
are leases with an initial lease term of 12 months or less.
Low-value assets are assets of value below HK$39,000.

Legend Strategy International Holdings Group Company Limited
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Notes to the Condensed Financial Statements

51 B B S R AR Y

For the six months ended 30 June 2018 HiE —Z— N\FEXA=TH 1L/~

4. ADOPTION OF NEW AND REVISED HONG 4.
KONG FINANCIAL REPORTING STANDARDS

In the current period, the Group has adopted all the new and
revised Hong Kong Financial Reporting Standards (“HKFRSs”) issued
by the HKICPA that are relevant to its operations and effective for its
accounting year beginning on 1 January 2018. HKFRSs comprise
Hong Kong Financial Reporting Standards; Hong Kong Accounting
Standards (“HKAS”); and Interpretations. The adoption of these
new and revised HKFRSs did not result in significant changes to the
Group’s accounting policies, presentation of the Group’s financial
statements and amounts reported for the current period and prior

years except as stated below.

(@) HKFRS 9 (2014) “Financial Instruments”

HKFRS 9 (2014) has been applied retrospectively and resulted
in changes in the consolidated amount reported in the

ERANT AT 2 £
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AEERAEE FAE

|([EFBHBRELE

FENFHERREIILARESRERE
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(a) EEMBR
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consolidated condensed financial statements as follows: BHMERAMEMZEEESEIEL T E
B :
HKS
BIT
Dr/(Cr)
Mg (GTA)
At 31 December 2017 R==Z—tF+=-HA=+—H
Decrease in share premium & im B A 2,777,683
Decrease in accumulated losses RitEsiEm (2,777,683)
For the six months ended 30 June 2017 BE-Z2—tEXA=+HIEAEA
Increase in gain on extension of convertible bonds ~ FE & AT A% & 5 & WA 3 1 (4,102,252)
Increase in finance costs BB K AN N 1,399,779
Loss per share Hh%ESE
Decrease in basic loss per share FREAREER D BI)
(Hong Kong cents) 0.69
Decrease in diluted loss per share FREEEERD (BI)
(Hong Kong cents) 0.69
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Notes to the Condensed Financial Statements

51 B B S R AR Y

For the six months ended 30 June 2018 HiE —Z— N\FEXA=TH 1L/~

4. ADOPTION OF NEW AND REVISED HONG 4. BT RIBITNERBYKE

KONG FINANCIAL REPORTING STANDARDS EER )

(Continued)

The Group has not applied the new and revised HKFRSs that have BR R XCFTtiE SN - AN A R E B

been issued but are not yet effective except as stated below. The B RERZFET RIS B BT B R

Group has already commenced an assessment of the impact of AR o NEBE FIATHEZ IR R

these new and revised HKFRSs but is not yet in a position to state BB BMBHMELEL 2FE  BHKRE

whether these new and revised HKFRSs would have a material TEZEHE] MBI BB ka2
impact on its results of operations and financial position. REHEREEE R ERAEEERNY
2,

(a) HKFRS 16 “Leases” (a) BBMKHRELERE165FHE |
The Group has early adopted HKFRS 16, the Group REECIREFRMNE B BHRE 2R
recognised right-of-use assets and lease liabilities in relation F165% - EERERNBEARAE
to leases which had previously been classified as ‘operating FPERIE7TSHIEE BT 2 &EH
leases’ under HKAS 17 “Leases.” EIlvHERRAEAREERTEES
HKFRS 16 has been applied retrospectively and resulted BEAVBREEAF165R D BIE
in changes in the consolidated amounts reported in the A B S SR 250
condensed consolidated financial statements as follows: ZIrE e EEH I T #

31 December 1 January
2017 2017
—E—+tF —E—+tF
+—A=+—8 —A—H
HK$ HK$

BT ow

Dr/(Cr) Dr/(Cr)

e (GEA) B (GTA)

Statement of financial position AR R R

Increase in right-of-use assets 1 & A= N 14,141,984 25,555,775
Increase in lease liabilities HEEEEM (15,762,170) (28,254,365)
Decease in prepayments A RIBER A (204,745) =
Decease in other payables E fth e FRIBR 769,333 1,203,757
Increase in exchange reserve b 5 MG N (88,569) (138,533)
Increase in accumulated losses ZETBEE 1,144,167 1,633,366

36 Legend Strategy International Holdings Group Company Limited
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Notes to the Condensed Financial Statements

51 B B S R AR Y

For the six months ended 30 June 2018 HiE —Z— N\FEXA=TH 1L/~

4. ADOPTION OF NEW AND REVISED HONG 4, RAFFTREBIETNE BT
KONG FINANCIAL REPORTING STANDARDS xR (#)
(Continued)
(a) HKFRS 16 “Leases” (Continued) (a) BBYHEREEAE1655HE |
(&)

For the six months
ended 30 June

2017
BE-T—+F
NA=1H
LE7STE A
HK$
BT
Dr/(Cr)
R (GtA)
Statement of profit or loss BEER
Decrease in operating lease expenses AT E R SR (7,401,888)
Increase in lease interest FHER SN 786,536
Increase in deprecation of right-of-use assets FREEENELN 6,484,002
Decrease in exchange differences on B GINFETS 2 IE H = TR
translating foreign operations 71,353
Loss per share BREE
Decrease in basic loss per share HRERNEERD
(Hong Kong cents) (AL 0.03
Decrease in diluted loss per share BREEEER D
(Hong Kong cents) (P 0.03
5. FAIR VALUE MEASUREMENTS 5. AYEFE
The carrying amounts of the Group’s financial assets and financial AR S B SRR RV R A EE S G E
liabilities as reflected in the condensed consolidated statement of ENSRAENEFEOEEAESENAFEE
financial position approximate their respective fair values. HE
As at 30 June 2018 and 31 December 2017, there were no assets R-E—NFRA=1THEHIA-_Z—+tF
and liabilities that were measured at fair value. +—A=+—H BMEEE;EBERAT

Bt E -
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Notes to the Condensed Financial Statements

51 B B S R AR Y

For the six months ended 30 June 2018 HiE —Z— N\FEXA=TH 1L/~

6. SEGMENT INFORMATION

The Group has one reportable segment as follows:

—  Hotel operations

The segment information for the reportable segment for the period is

6. THRER

— EELE

A B — (B 2|A BT -

HiA - A] 20 Be 0 BEREIIT

as follows:
Hotel
operations Total
HIEEE #zE
HK$ HK$
BIT BT
(Unaudited) (Unaudited)
(REEZEZ) (REEZEZ)
Six months ended 30 June 2018: HE—F—/\FNHA=1H
LEoNTEA -
Revenue from external customers REINREF 2 Wi 12,454,876 12,454,876
Segment profit e A 3,267,937 3,267,937
Six months ended 30 June 2017: B2 —T—+FNNA=1+H
LEoNTEA -
Revenue from external customers REINREFE 2 W 7,020,868 7,020,868
Segment loss (restated) DEEE (&) (1,407,661) (1,407,661)

Legend Strategy International Holdings Group Company Limited
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Notes to the Condensed Financial Statements

51 B B S R AR Y

For the six months ended 30 June 2018 HiE —Z— N\FEXA=TH 1L/~

6. SEGMENT INFORMATION (Continued) 6. 7HERE)
Disaggregation of revenue from contracts with customers: HEFHE NS DT
Hotel
operations Total
EEEE #zE
HK$ HK$
BIT BIT
(Unaudited) (Unaudited)
(REHEZ) (REE#EZ)
Six months ended 30 June 2018: HE—FT—)NFA=1H
LENTEA
Geographical market HEH 5
PRC =8 12,454,876 12,454,876
Major product/service TEERRE
Rental of hotel rooms BERERE 12,454,876 12,454,876
Timing of revenue recognition T2 R L 28 Y B
Over time BERFRE 12,454,876 12,454,876
Six months ended 30 June 2017: B2 —ZT—+FNNA=1+H
LEoNTELA -
Geographical market b ¥R T 5
PRC s 7,020,868 7,020,868
Major product/service FEER RS
Rental of hotel rooms BEREHRE 7,020,868 7,020,868
Timing of revenue recognition T RE Uk 2 Y B
Over time i e P S22 P 7,020,868 7,020,868
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Notes to the Condensed Financial Statements

51 B B S R AR Y

For the six months ended 30 June 2018 HiE —Z— N\FEXA=TH 1L/~

6. SEGMENT INFORMATION (Continued)

A reconciliation of segment results to loss before income tax is
provided as follows: T

SRR E IR < B ERE 140

Six months ended 30 June
BZX<A=1+HIAREA

2018 2017

—EB-N\F —E—+tF

HK$ HK$

BT BT

(Unaudited) (Unaudited)

(REEER) (REEEZ)

(Restated)

(F&E5)

Total profit/(loss) of reportable segments AI2RHEBE A, (E18) 4258 3,267,937 (1,407,661)
Unallocated corporate expenses, net AN e x| (11,153,480) (13,633,355)
Finance income BE WA 8,571 1,710
Finance costs BhE AR (1,441,130) (6,205,256)
Loss before tax for the period BANBR T A& 18 (9,318,102) (21,244,562)

OTHER INCOME

H A

Six months ended 30 June
BZEASA=1THILAEA

2018 2017

—E-N\F —T—+F

HK$ HK$

BT owe

(Unaudited) (Unaudited)

(REEER) (REE&EZ)

Bank interest income RITHEWA 8,571 1,710
Food and beverage BY) Rk 89,466 74,087
Exchange gain G 700,145 =
Reversal of provision for asset retirement B R B A E 1R R 1,599,522 =
Others Hfth 2,700 =
2,400,404 75,797

Legend Strategy International Holdings Group Company Limited
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Notes to the Condensed Financial Statements

51 B B S R AR Y

For the six months ended 30 June 2018 HiE —Z— N\FEXA=TH 1L/~

8. FINANCE COSTS

0.

B A

Six months ended 30 June
BZEAA=1HILAEA

2018 2017

—2-N\F —T—+F

HK$ HK$

BT BT

(Unaudited) (Unaudited)

(REEERX) (REEEZ)

(Restated)

(FEF)

Finance cost on provision for asset retirement ¥R E& & E 18 R B E AR E R AR 106,444 =
Lease interest HERN L 674,686 786,536
Interest on borrowing BEF S 660,000 40,000
Imputed interest costs on convertible bonds A% (&5 & 57 K B Ak 2 - 6,032,793
1,441,130 6,859,329
Amount capitalised B3R - (654,073)
1,441,130 6,205,256

INCOME TAX EXPENSES

Fri&HB<

Six months ended 30 June
BZA<A=1+HIEAREA

2018 2017

—E-N\F —T—+F

HK$ HK$

BT BT

(Unaudited) (Unaudited)

(REEER) (REEEZ)

Current tax — Hong Kong RIEATHIE — & - -
Under-provision in prior years BREFERETR = 415,473
Current tax — PRC BNERTHIE — A 13,103 -
Deferred income tax PRAEPTISH 649,493 =
662,596 415,473
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Notes to the Condensed Financial Statements

51 B B S R AR Y

For the six months ended 30 June 2018 HiE —Z— N\FEXA=TH 1L/~

10.

11.

INCOME TAX EXPENSES (Continued)

Hong Kong Profits Tax is provided at a rate of 16.5% (Six months
ended 30 June 2017: 16.5%) on the estimated assessable profits
for the period. No provision for Hong Kong Profits Tax since the
Group has no assessable profit in Hong Kong during the period (Six
months ended 30 June 2017: HK$NIl).

The PRC corporate income tax is provided at the rate of 25% (Six
months ended 30 June 2017: 25%) for the period. No provision for
PRC corporate income tax since the Group has no assessable profit
in the PRC during the period (Six months ended 30 June 2017:
HKS$NIl).

LOSS FOR THE PERIOD

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

10.

FrEfEX®)

BB MBI A A FT FE R b FI AR =
165%(BE_Z—tFA=1THL
@A :16.5%)sHREME - AR AEER
HIRY EERBELERBER - BrE
REBFESHTIRBH(BEZZS—F
ANAZTHIESNER 28T -

HIA - P B EMERHIERE25% (EZE
—T—+tFRNA=ZTHIENER : 25%)
SRS - AR AEEREARI EEHE
ELERBHA - B E B ERE
BEtiEBE(HE_ZE—+F,-A=1+H
LENEAR : TEL) ©

HRER

AEBOIABETEGIA), /BT
HRZ7

Six months ended 30 June

BEAA=tTHIEAEA

2018 2017

—®-N\F —T—+f

HK$ HKS$

BT BIT

(Unaudited) (Unaudited)

(REER) (REEFEZ)

Reversal of provision for asset retirement S (O] 3R BE & E 1R IR B A (1,599,522) -

Directors’ remuneration EEE 2,533,306 4,612,223
DIVIDENDS 11. RE

The Directors do not recommend the payment of an interim dividend
for the six months ended 30 June 2018 (Six months ended 30 June
2017: HK$Nil).

Legend Strategy International Holdings Group Company Limited
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Notes to the Condensed Financial Statements

51 B B S R AR Y

For the six months ended 30 June 2018 HiE —Z— N\FEXA=TH 1L/~

12. LOSS PER SHARE

13.

(a)

(b)

Basic loss per share

The calculation of basic loss per share attributable to owners
of the Company is based on the loss for the period attributable
to owners of the Company of approximately HK$9,966,627
(Six months ended 30 June 2017 (restated): HK$21,660,035)
and the weighted average number of ordinary shares of
448,363,708 (Six months ended 30 June 2017: 393,525,000)
in issue during the period.

Diluted loss per share

There was no dilutive potential ordinary shares outstanding for
the period (Six months ended 30 June 2017: Nil). Accordingly,
the diluted loss per share is same as basic loss per share for
both periods.

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2018, the Group acquired
property, plant and equipment of approximately HK$655,946 (Six
months ended 30 June 2017: HK$7,040,085).

ltems of property, plant and equipment with a net book value of
HK$1,500,000 were disposed of during the six months ended 30
June 2018 (six months ended 30 June 2017: HK$NIl), resulting in no
gain or loss on disposal (six months ended 30 June 2017: HK$NIl).

12.

13.

FRER
(a) BREXEBR

AARIBEARGEERELABEN
AEDERARREE ABRGHA
[E518479,966,627 B T(HE—F—+
FERNA=ZTHIEANEAKER) :

21,660,035%870) M AR A B 34T & iR
J& hn 4 S 35 84 448,363,708 % (& &=
—E—+t+tFRNA=ZTHIEAMEA :

393,525,0000%) °

(b) ER#EFER

HIR - ARBU BB BITEEEEY
BR(BZE-Z—tFA=THL
NEAR - &) o Fitt - ZMERE
BRESEEESRENERAR -

Y% - BERRE

HE-_Z—N\EXA=FTHIAEA K
EEEEME - BE MZH4655,94675
T(EE_Z—tFENA=1THIENER -
7,040,085/ 7C) °

BREF(E 41,500,000 T2 W% - BE
FREEHEEREE T —N\FA=T
HERNEAAHE(EHEZZE—tFA
=t+BINER : TET)  WEELEMT
AIEERAKER(BE_S—tF /<A
=+HIAREAR : TET) °
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Notes to the Condensed Financial Statements

51 B B S R AR Y

For the six months ended 30 June 2018 HiE —Z— N\FEXA=TH 1L/~

14. PREPAYMENTS, DEPOSITS AND OTHER

RECEIVABLES

The amounts of prepayments, deposits and other receivables are

analysed as follows:

: ?giﬁ%klﬁ B R EAMRRK
J

Lo

B FRIE - ke RE M ERGRIED T
T

30 June 31 December

2018 2017
—E-N\F —E—+tF
ANA=tH +-A=+—H
Notes HK$ HK$
Bt BT P TT
(Unaudited) (Audited)
(REEER) (feEZ)
(Restated)
(FE5)

Non-current portion EREIB D
Deposit paid [=ANE-&n @) - 23,988,000
Rental deposits HEZe 3,193,211 1,574,898
3,193,211 25,562,898

Current portion B

Prepayments and deposit paid FENFEREfiEE 616,742 420,094
Rental deposits HEZS 1,808,069 1,950,980
Other receivables H At fEUERIR (b) 12,815,721 205,887
15,240,532 2,576,961

18,433,743 28,139,859

Notes:

(@)  The amount of HK$23,988,000 represented deposit paid for proposed
acquisition of 51% equity interest in a hotel. During the reporting
period, the Group demanded refund and received the refund in
February 2018. Negotiation of the proposed acquisition has been

terminated subsequent to the end of the reporting period.

Legend Strategy International Holdings Group Company Limited
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Notes to the Condensed Financial Statements

51 B B S R AR Y

For the six months ended 30 June 2018 HiE —Z— N\FEXA=TH 1L/~

14. PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES (Continued)

Notes: (Continued)

(o)

As at 30 June 2018, the balance includes receivables for disposal
of property, plant and equipment of HK$1,500,000, which are
subsequently settled in July 2018.

As at 30 June 2018, the balance also includes receivables from two
related companies, both of which are ultimately controlled by Mr.
Yuan, of HK$9,677,099 in relation to intercompany current account
prior to the acquisition of a subsidiary during the period. The balances
are guaranteed by a company which is ultimately controlled by Mr.
Yuan and non-interest bearing. Subsequent to the end of the reporting
period, the balances were settled in August 2018 by way of netting off
with other payables to a related company with reference to a netting
off agreement in relation to balances brought forward from acquisition
of a subsidiary during the period.

15. TRADE RECEIVABLES

The majority of the Group’s revenue from hotel operations are
made via credit cards or cash. Hotel rooms are rented to corporate
customers with an appropriate credit history on credit terms of 30
days.

The aging analysis of trade receivables, based on the past due date,
and net of allowance, is as follows:

14. ENFE - S REMRYK

I8 ()

MiZE : (&)

b) RZZT-NFRA=+H - HtbEYRIE
BREEBELEDE  BE MRENMSEK
T51,500,000/8 7T » ZEFRBPERER =
E-NFLAZEEBRE -

R-T—N\EA=18  HiElkzE
VB FE B MR PR 8] PR 3= S0 AR AR AR R 1) 2 R
AN BIFIEY,677,00078 7T (;ZE FIB RN A
ARREAKE—HTRRZAIEEHE
REER) @ ZERERE AR L EREIL
M ABIEREREEER  RAREH KR
% ZEFBECRETHEBE(REE
AR AR RIS — R T AR SE A&
B ) L —FEIRAEE A R FEIR Y 0 R
T—N\F)\AZEUK -

15.FE YR BR FX

AEEWBELEERETRIAMEMARER
REE - AEEAEAAEEELEN
CEXPRHE=TRNEEREHERE
/HH o

FEU AR SRE IR B BE 3K A (AL HIRR B
HBRE DA ¢

30 June 31 December

2018 2017

—E2-N\F —TE—+F

AA=+H +=-A=+—H

HK$ HK$

BT PETT

(Unaudited) (Audited)

(REEER) (fEZ)

Neither past due nor impaired e BN R B 715,185 211,143
0-30 days past due BHI0Z= 30K 180,607 1,512
31-60 days past due #HA31 Z60K 16,649 =
61-90 days past due #HI61 290K - 935
91-120 days past due BHIO1 = 120K - 33,134
121-365 days past due #HA121Z2365K 21,043 21,541
218,299 57,122

933,484 268,265
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Notes to the Condensed Financial Statements

51 B B S R AR Y

For the six months ended 30 June 2018 HiEZ —Z— \F/,xA=1+HIE/~EA

16. CONVERTIBLE BONDS

The convertible bonds (the “Bonds”) were issued on 14 June 2016.
The Bonds were extended for one year on 14 June 2017 (the original
due date of the Bonds) to 14 June 2018. The extension of the
Bonds resulted in gain of HK$4,102,252 which was the difference
between the carrying value of the Bonds of HK$58,616,685 before
the extension of the maturity date and the present value of modified
cash flow of the Bonds of HK$54,514,433 (at effective interest rate
of 24.3%). The Bonds were convertible into ordinary shares of the
Company at any time between the date of renewal of the Bonds
and the business day immediately prior to the maturity date (i.e. one
year from the date of renewal of the Bonds or if such date was not
a business day the next business day). The face value of the Bonds
was HK$51,000,000. The Bonds were convertible to 54,838,708
shares per HK$0.93 bond.

If the Bonds had not been converted, the Company would have to
pay to the holders of the Bonds an amount equal to the aggregate
of (i) 100% of the principal amount of the Bonds outstanding; (i)
interest accrued and outstanding pursuant to terms and conditions
of the Bonds; and (i) a premium of 7% per annum of the principal
amount of the Bonds outstanding. Interest of 8 per cent would
have to be paid annually up until that the business day immediately
prior to the maturity date (i.e. one year from the renewal date of the
Bonds or if such date was not a business day, the next business
day), which the first year interest had been paid.

If the maturity date was extended or postponed pursuant to the
terms and conditions of the Bonds, upon maturity of the Bonds on
such extended maturity date, the Company would have to pay to
the holders of the Bonds an amount equal to the aggregate of (i)
100% of the principal amount of the Bonds outstanding; (i) interest
accrued and outstanding pursuant to the terms and conditions of
the Bonds; and (jii) a premium of 15% of the principal amount of the
Bonds outstanding.

Legend Strategy International Holdings Group Company Limited
AR EEIERER AR

16. A[R IR {E 3

RARRZZE—7NF/N A+ EETA ]
BEF(EFR]) - EBFR=_FT—LF X
B+mMB(BHENRIHE)EE—F5—
T N\FNATHMA - AEHFHEEBET
’ - EE4,1022528 0 2 WA - FAKRIE
REH B 2 &% 2 BRH (558,616,685
T REHF LR IR E R (E54,514,433
BILA BB A R24.3%:18 )5t &= &R
B BHEUREFTCRBHREZEIEA
AizE% B (AMESHIERB T —Fk
Mz BEIPSF &% R @ BT —EZ%8)
PERFERIR AN AR 2 LB - EHHEER
51,000,000/ 7T ° &5 Al 1E& 5 E550.93
S TTEA 554,838, 708X A% ()

iMfEFREESR  NRARFRESZE A
THEERATEBRINZ &5 (EHF
KREBARLE 2100% : ()BIEEHFIK
ARG Z BT R A FE ¢ K(i)fEFH
FEBRGEIEFI%RE > 8% 2F 5
BRELA  EEBEIHARIZ2%H
(BNfEHE & H BB AT — F ek fiizz B HA 0
JEEER  BIT—EZEEB) AL BF
MEDES -

i 2 5 B AR BB AR 25 B0 A6 SR B AR TS s e
B BFRNERLTEEDHE I HE -
ARABREFKEAXNHEERAT
BEBENZ R (VEFKEEREHEZ
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Notes to the Condensed Financial Statements

51 B B S R AR Y

For the six months ended 30 June 2018 # &= —F— \FENA=1TH 1/~ A

16. CONVERTIBLE BONDS (Continued) 16. AR ES (&)
The movement of the liability component of the Bonds for the year BFEEIIREZE_FT—tF+=A
ended 31 December 2017 is set out below: =T—HIEFENZEEHERINAT -
HK$
BIT
Liability component at 1 January 2017 (audited) R-EBE—+F - —RBHzZBEIS
(&%) 53,152,913
Interest charged (Note 8) (restated) B (KaEs) (KL EF) 6,032,793
Interest paid BRFE (4,080,000)
Gain on extension of the Bonds EREH WA (4,102,252)
Liability component at 30 June 2017 RZBE—+FA=THEE=Z—+tF
and 1 July 2017 (restated) +tA—RzAaEn (KET)) 51,003,454
Interest charged (restated) B (&ET) 3,456,890
Interest paid ERHLE (1,329,052)
Converted to shares during the period (restated) AR AR (KE5) (63,131,292)
Liability component at 31 December 2017 (audited) R -Z—+&F+—_A=+—H2
aEsHs (&%) -
The interest charged for the six months ended 30 June 2017 was HE—ZT—tFNA=THIENEAHRH
calculated by applying an effective interest rate of 24.3 per cent BESD ZHMEZH TR ERFIE24.3%
(restated) to the liability component. (R&E:5)518 -
Mr. Ding, who owns 90% equity interest of the Former Shareholder TS (A AN A B ATHE B A B 90% 2 A%
of the Company, guaranteed the due payment of all sums to be ) ERARBIRBES 2GR REER
payable by the Company under the terms and conditions of the RIBET S EER R EABRZ AN ERS
Bonds and pursuant to a personal guarantee given by Mr. Ding. RIFTERIE o

Interim Report 2018
—E- N\FHREHRE

47



48

Notes to the Condensed Financial Statements

51 B B S R AR Y

For the six months ended 30 June 2018 # &= —F— \FENA=1TH 1/~ A

17. TRADE AND OTHER PAYABLES

17. B AR R E B R

30 June 31 December 1 January

2018 2017 2017

—E—)N\F —T—+tF —F—+tF

ANA=+H +=—A=+—H —A—H

HK$ HK$ HKS$

BT BIT BIT

(Unaudited) (Audited) (Audited)

(REER) (fe=Z) (Fe=Zz)

(Restated) (Restated)

(re&:5) (FeE5)

Trade payables FEITERSR 228,611 312,741 218,855
Accruals and other payables  fERTIE B K Hth et

(note) SRE(KEE) 23,540,376 6,650,009 8,373,992

23,768,987 6,962,750 8,592,847

The aging analysis of trade payables, based on the date of receipt

JE A BR AR E MZ B ma Sk AR %5 B B RV Bl

of goods or services, is as follows: DI -
30 June 31 December 1 January
2018 2017 2017
—E-N\F T —tF —E—+F
NA=+H +=-A=+—H —A—H
HK$ HK$ HK$
BT BIT BT
(Unaudited) (Audited) (Audited)
(REEZR) (KEEZ) (FeE1Zz)
0-30 days 150,437 291,825 155,256
31-60 days 77,640 10,764 34,054
61-90 days 534 7,751 10,669
Over 90 days - 2,401 18,876
228,611 312,741 218,855
Note: As at 30 June 2018, the balance includes payable to a company HisE : RZZTE—NFEASA=TH - EMERR

which is ultimately controlled by Mr. Yuan of HK$12,905,450 which
is unsecured, non-interest bearing and repayable on 30 April 2019.
Subsequent to the end of the reporting period, the balances were
partially settled in August 2018 by way of netting off with other
receivables to related companies with reference to a netting off
agreement in relation to balances brought forward from acquisition of
a subsidiary during the period.

Legend Strategy International Holdings Group Company Limited
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Notes to the Condensed Financial Statements

51 B B S R AR Y

For the six months ended 30 June 2018 HiEZ —Z— \F/,xA=1+HIE/~EA

18. BORROWINGS

18. ™

30 June 31 December
2018 2017
—2-N\F -—T—t&
A~NA=+H +=-—RA=+—H
HK$ HKS
BT 7S TT
(Unaudited) (Audited)
(REBER) (JeF1Z)
Borrowings repayable on 1 June 2020 R _ZTF,NH—H
BERER 2,785,664 6,280,000
Borrowings repayable on 27 August 2020 ER=ZZE_ZTFN\HA=++tH
R ER 4,545,986 5,651,398
Borrowings repayable on 27 December 2020 R —Z -ZT&+ - H - ++H
BB M 4,013,677 5,004,383
11,345,327 16,935,781

(@ As at 31 December 2017, the Group had borrowings of
HK$16,500,000 from and HK$435,781 interest payables to the
Former Shareholder with effective interest rate of 7.3%. The
borrowings were unsecured, interest bearing of 8% per annum
and repayable on maturity.

(b) As at 30 June 2018, the Group signed an agreement with
the Former Shareholder, pursuant to which, interest of
HK$1,095,781 for the period from 2 June 2017 to 30 June
2018 and interest payable commencing from 1 July 2018 are
waived. A gain of HK$3,550,454 is resulted from the waiver
of interest on borrowings. Since the lender (the “Former
Shareholder”) is a shareholder of the Company as at 30 June
2018, the gain resulted from the waiver of the interest on
borrowings is recognised in shareholder’s contributions equity
account.

() As at 30 June 2018, the Group has borrowings of
HK$11,345,327 (31 December 2017: HK$16,935,781), with
effective interest rate of 9% (31 December 2017: 7.3%), from
the Former Shareholder. The borrowings are unsecured, non-
interest bearing and repayable on maturity.

R-B—+F+=-_A=+—8 " K
SEEARAAIERBERE ZER
16,500,000/ 7T & FE - 5% A R A9 A1 B
435,781 7T + BEFERT7.3% © %
B BEERWT « BT FE8%:TE &
JERR|HARERE -

R-ZE—NFEXA=1H K"EFHE
BIERRAR R 2R 5] e - IR IE & %
RZE—+EAZHE_E—\F
NA=TRHARE®FIE1,005,781%
T REZE—N\Ft A —HiEHE
A BEERE - fEF BREEE
WA 8,550,454 7T » AR E S (Al
ERRER DR =—E—\FA=1H
BARFIIRE - BEHH S/ Em
EERNWRABRRR T EERIRPE

27
s ©

N-ZE—N\ENA=1TH  KEBE
B R B AT R 2 (8 5811,345,327
BT ZE—+&F+-_A=+—8:
16,935,781 8 L) + BB F B B
% (ZE—tFF+=A=+—8:
7.3%) o B AEEA - BERER
FIHABEE -
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19. ACQUISITION OF A SUBSIDIARY

During the period ended 30 June 2018, the Company acquired
100% equity interest of Huizhou Hazens East Resort Travel Services
Limited (“Huizhou Hazens”) from a company controlled by Mr.
Yuan at a cash consideration of HK$1,222,359 (equivalent to

RMB1,000,000).

The fair value of the identifiable assets and liabilities of Huizhou

19. B F 2 H)

BE_Z—N\FANA=FTHILHHE  AQ
AH—EBAREENZESZARKER
ME ERIBEREREERAB(TEMNE
1E])Z2100%M%# - IR E 1,222,359
BT (FEER ARK1,000,0007T) °

BNE IER R B ArUiE 2 AT 3 8 B K

Hazens acquired as at its date of acquisition is as follows: BEATERAT
Net liabilities acquired: FriiE & B E:
HK$
BT
(Unaudited)
(REgEZ)
Property, plant and equipment L E YN ] 3,992,105
Right-of-use assets EREEE 14,796,335
Prepayments, deposits and other receivables TERFOE ~ e REAEUEIER 10,306,423
Inventories =E 124,585
Deferred income tax assets RIS EE 646,196
Bank and cash balances RIT RIS LEER 206,101
Trade payables FETARFK (3,055,552)
Accruals, deposits received and other payables FEEHIEE - Biize REMERNRIE (13,058,322)
Lease liabilities HEBE (14,796,335)
(838,464)
Goodwill on acquisition RER e 2,060,823
1,222,359
Satisfied by cash ARSI 1,222,359
Net cash outflow arising on acquisition: E W B P E A /IR &7 558 ¢
Cash consideration paid BERNRERE (1,222,359)
Cash and cash equivalents acquired WiER e MRS EEY 206,101
(1,016,258)
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For the six months ended 30 June 2018 # & —ZF— \FE/XA=1H |L/~E

& A

19.

20.

ACQUISITION OF A SUBSIDIARY (Continued)

The goodwill arising on the acquisition of Huizhou Hazens is
attributable to the Group’s ability to broaden the Group’s scope
of business in the hotel industry by expanding in various PRC
locations.

If the acquisition had been completed on 1 January 2018, total
Group’s revenue for the period would have been approximately
HK$12,454,876, and loss for the period would have been
approximately HK$11,509,323. The proforma information is for
illustrative purposes only and is not necessarily an indication of the
revenue and results of operations of the Group that actually would
have been achieved.

RELATED PARTY TRANSACTION

In addition to those related party transactions and balances
disclosed elsewhere in the condensed consolidated financial
statements, the Group had the following material transactions with
its related parties during the period:

(@ As at 30 June 2018, the Group has borrowings of
HK$11,345,327, with effective interest rate of 9% (31
December 2017: 7.3%), from the Former Shareholder. The
borrowings are unsecured, non-interest bearing and repayable
on maturity.

As at 30 June 2018, the Group signed an agreement with the
Former Shareholder, pursuant to which, borrowing interest
for the period from 2 June 2017 to 30 June 2018 and interest
payable commencing from 1 July 2018 are waived.

(b) In August 2017, the Former Shareholder has made available
a credit facility up to the amount of HK$20,000,000 to
the Company under substantially the same terms with the
borrowings which the Company may request for drawdown
at any time prior to 31 March 2018. No credit facility is used
before the expiry of the credit facility.

19.

20.

DS NCITE

WIEEMNE EMELHNEE RN AEE
B N BERASEBEXNEFBEES
Bl &3 o

WEBER T —N\FE—A—H%EK * &
% ] HA 0 Uk 75 48 5B JE 40 /53 12,454,8767%8
- T EA A ES IR FE 4 5 11,509,32378 7T °

1%%%3%41%1#%%%%?3  WHEAREER
Al BERA U e o 2B RERIRR ©
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LR
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For the six months ended 30 June 2018 HZE —F

21.

22,

23.

24,

—N\FERA=+THIA~EAR

CONTINGENT LIABILITIES

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

CAPITAL COMMITMENTS

The Group did not have any capital commitments at 30 June 2018
(At 31 December 2017: HK$SNIl).

EVENTS AFTER THE REPORTING PERIOD

On 18 July 2018, the Controlling Shareholder enters into the sale
and purchase agreement (“S&P Agreement”) with the Former
Shareholder to acquire 269,019,010 shares (representing
approximately 60% of the entire issued share capital of the
Company) for a consideration of HK$300,000,000 (equivalent to
approximately HK$1.1152 per share). Completion took place on 18
July 2018 immediately after the entering into of the S&P Agreement.
Following the completion, the Controlling Shareholder owned
approximately 60% equity interest in the Company.

Immediately prior to the entering into the S&P Agreement, Mr. Yuan
is a director of Huizhou Hazens, a wholly-owned subsidiary of the
Company acquired during the period.

APPROVAL OF THE INTERIM FINANCIAL
STATEMENTS

The condensed financial statements were approved and authorised
for issue by the Board of Directors on 29 August 2018.
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