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Independent Review Report

BIUBRBS

Ernst & Young
22/F CITIC Tower

1 Tim Mei Avenue
Central, Hong Kong

EY::

INDEPENDENT REVIEW REPORT
To the board of directors of Daohe Global Group Limited
(Incorporated in Bermuda with limited liability)

Introduction

We have reviewed the interim financial information set out on
pages 3 to 40, which comprises the condensed consolidated
statement of financial position of Daohe Global Group Limited
(the “Company”) and its subsidiaries as at 30 June 2018 and the
related condensed consolidated statements of profit or loss,
condensed consolidated statement of comprehensive income,
condensed consolidated statement of changes in equity and
condensed consolidated statement of cash flows for the six-
month then ended, and 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 (“HKICPA”).

The directors of the Company 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. Our report is made 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.
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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.

Ernst & Young

Certified Public Accountants

Hong Kong
24 August 2018
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Condensed Consolidated Interim Statement of Profit or Loss

1= = AN (=AW
BRSSP HERRK
For the six months ended 30 June 2018
BE -/ \FAB=+BILES

For the six months ended

BEUTEHIEREBAE
30 June 31 October
2018 2017
—BN\FE BT
\B=+8 +B=+—8
(Unaudited) (Unaudited)
(RigE*%) (CRIEE™%)
Note US$’000 UsS$’000
b5t F=T ETT
REVENUE [lvga 4 58,239 59,375
Cost of sales HERA (44,713) (44,584)
Gross profit EA 13,526 14,791
Other income EHUTA 5 319 422
Selling and marketing expenses HERMBHEMR (7,021) (6,235)
General and administrative expenses — R RAITFS (9,988) (10,387)
Gain on dissolution of a subsidiary B —XIWBE LRI IN & 8 -
Share of loss of a joint venture BH—REELATZEBIE (1 -
Impairment losses on goodwill BEREBER 11 (9,700) (73,098)
LOSS BEFORE TAX BRRAIEE 6 (12,857) (74,507)
Income tax credit PreRiEa 7 1,554 1,071
LOSS FOR THE PERIOD BEBE (11,303) (73,436)
ATTRIBUTABLE TO: THALELS -
Owners of the Company KRTHEBA (11,302) (73,434)
Non-controlling interests FEIERG RE LS 1) (2)
(11,303) (73,436)
LOSS PER SHARE ANTEBRRESFTEA
ATTRIBUTABLE TO ORDINARY EQUITY BEEREBR
HOLDERS OF THE COMPANY ESTIEZI)
(expressed in US cents)
Basic (Note) =Y NCIEY) 9 (0.75) (5.12)
Diluted (Note) BEE (Mf5E) (0.75) (5.12)

Note:

Adjusted for the effect of share subdivision in August 2017.
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Condensed Consolidated Interim Statement of Comprehensive Income

ERESPHEENRRRK

For the six months ended 30 June 2018
BE -/ \FAB=+BILES

For the six months ended

HEUTBHIENER
30 June 31 October
2018 2017
—E-N\HF _E-TF
B=+8 +B=+—8
(Unaudited) (Unaudited)
(RREE) (KAL)
US$’000 Us$’000
F=ET ES
LOSS FOR THE PERIOD HEBE (11,303) (73,436)
OTHER COMPREHENSIVE Hih2®m (B518) A
(LOSS)/INCOME
Other comprehensive (loss)/income to be HESHOREEGDL
reclassified subsequently to profit or loss: Hihzm (8518), WA -
Exchange differences: PERZEER -
Translation of foreign operations BREBINEFS (1,955) 4,286
OTHER COMPREHENSIVE (LOSS)/ HEREMZE (BE) IR
INCOME FOR THE PERIOD (1,955) 4,286
TOTAL COMPREHENSIVE LOSS HEZEEERE
FOR THE PERIOD (13,258) (69,150)
ATTRIBUTABLE TO: TOALTREG -
Owners of the Company ViN/NSIEZ= PN (13,257) (69,148)
Non-controlling interests IFERR R s (1) )
TOTAL COMPREHENSIVE LOSS HEZEHERER
FOR THE PERIOD (13,258) (69,150)

wEn 5 neomgs 4
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Condensed Consolidated Interim Statement of Financial Position

SEEE

As at 30 June 2018
RIE—N\FERA=+8B

PHIVBRRRK

30 June 31 December
2018 2017
“E-N\EF =TT
"B=+8 WL_% =—+—B
(Unaudited) (Audited)
(RiCERK) € &)
Note US$’000 Us$’000
By F=T =TT
NON-CURRENT ASSETS FRBEE
Property, plant and equipment Mz -~ BB e 10 879 595
Goodwill BE 11 57,336 68,531
Other intangible assets HitER & E 10 47,257 54,565
Available-for-sale financial asset IHHETNEE 3 - 229
Financial asset at fair value through BNEESIABRL
profit or loss TREE 3 229 -
Investment in a joint venture R—REEBRIGZBE 8 9
Deposits B o 342 349
Deferred tax asset EXRBEE 4 12
Total non-current assets ERBEERE 106,055 124,290
CURRENT ASSETS RBEE
Inventories =1 234 55
Available-for-sale financial asset IHHETREE 3 - 765
Trade receivables JEUNE S8R 12 10,799 8,578
Prepayments, deposits and other RIS - g% REA
receivables FEW FRIE 6,981 4,653
Cash and cash equivalents RERIBESEEERE 13 14,327 13,278
Total current assets MENEERIE 32,341 27,329
CURRENT LIABILITIES RBEE
Trade payables BB 2ER 14 6,613 5,384
Accruals, provisions and other payables — [ESTEM « B R EMETRIE 11,876 11,691
Deferred revenue B AU 3 - 1,172
Contract liabilities ==t 3 1,435 -
Loan from a former director KE—ZRIESER 19(b) 3,856
Tax payable BIUiRE 2,602 2,487
Total current liabilities MEEERE 26,382 20,734
NET CURRENT ASSETS RBEEBE 5,959 6,595
TOTAL ASSETS LESS CURRENT LIABILITIES EEREBRBEE 112,014 130,885
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30 June 31 December

2018 2017
“E-N\EF _E—TF
"B=+8 +—B=+—8
(Unaudited) (Audited)
(RiCEK%) (f=8B®)
Note US$’000 Us$’000
By F=T =TT
NON-CURRENT LIABILITIES FRBEE
Deferred tax liabilities EAERIESE 11,827 13,659
Loan from a former director RE—IDRIZEER 19(b) - 3,856
Post-employment benefits =R NV 470 474
Provisions B3 & 1,405 1,405
Total non-current liabilities FRBEERE 13,702 19,394
NET ASSETS BEEBE 98,312 111,491
EQUITY g
Share capital [N 15 20,128 20,128
Reserves BEE 78,185 91,371
Equity attributable to owners of N/ =N
the Company Bibs 98,313 111,499
Non-controlling interests JEIE R e (1 (8)
TOTAL EQUITY BERRE 98,312 111,491

BURR 5/ \EPHRE 6



Condensed Consolidated Interim Statement of Changes in Equity

R BRfRS P HE e

For the six months ended 30 June 2018
BE -/ \FAB=+BILES

BB

Unaudited
FHEN

Attributable to owners of the Company

FOTHENBL
Available-
for-sale
financial
Share Capital asset  Exchange Non-
Share Share option Special redemption  revaluation  fluctuation  Accumulated controlling Total
apial  premium reserve reserve’ reserve reserve reserve losses Total  interests equity
e
e B9 ENED fHEE  ERNE gt HIR Bf
B RbEe ] B HE EBRR ] 134 it Bh 8
Nole  US§000  USS'000  USS'O00  US§'000  US§'000  US'00  USS'000  USS'000  US§'000  US§'000  US§'000
it Tin TR TR TR TR TR TR TR TR T T
AtT January 2018 RE-NE-F-8 20,128 153,409 306* 184 4 109 0596* (69,2837 111499 ® 111491
Adjustment on adoption of HARBEHRREE
HKFRS 9 EL bl 3 - - - - - (109 - 109 - - -
Restated halance at CENEAE
1January 2018 Bl 20,128 153,409¢ 306* 184 4§ - 0,596* (69,174 111499 ® 149
Loss for the perod HEeE - - - - - - N (K I ] M (1130
Other comprehensive loss or the perod:  BEEH2EEE
Bxchange diferences on it S
franslaton of foreign operations ERZR - - - - - - (1953) - (1953) - (1953)
Total comprehensive loss for e period ~ EA2EEERS - - - - - - (1955 (11300 (1357) () (1329
Dissolution of a subsidiary Ined-FHELT
during the period - - - - - - - - - 8 8
Equity-setled share option amengement MR U BRER S - - 1 - - - - - 7 - bl
At30 June 2018 RZE-)\ERA=1B W1 153409 3 184+ 48t + 4643 (B0 98313 M wm

7 Daohe Global Interim Report 2018



Unaudited
FAEY

Attrbutable to owners of the Company

MTREAEE
Avalable-
forsale
financial Retained
Share Capitl st Exchange  eamings/ Non-
Share Share option Special  redemption  revaluation fluctuation  (accumulated controlling Total
capital - premium Teserve reserve’ Teserve Teserve Teserve loss) Totl  interests eqity
e
ERE FY  ERED 2HEE  ERiE RERN/ FIR Eh
Br BhEe e B B EhER B6 (%HER it = ]
Note US§000  US§00  US§000  USSOOD  US'000  US§'000  USS'000  US§00  US§000 - US$00D  US§'000
it Bt B B TR 9 9 9 9 9 9 9
AtT May 2017 R-E-CERR-B 14128 19242 m 184 4 109 (142 0,684 40,605 5) 40,660
Loss for the perod e - - - - - - - BBy ;Y O B8
Other comprehensive income HERmREN:
for the period:
Bxchange differences on BRI
tranlation o foregn operations EQZE - - - - - - 4286 - 4286 - 4286
Total comprehensive loss) SE3E(BR)/M\EE
income for the period - - - - - - 486 (73,434) 69,148) ) 69,150)
Equity-setled share option arengement MR EREL S - - 71 - - - - - 71 - 71
Acaisition of subsidiares EnELT 150a) 6000 134167 - - - - - B AL B AL
At31 October 2017 RE-UF+A=1-8 018 153409 2 184 48 109 A4 o650 T o 1
: Special reserve represents the difference between the nominal value of : BAREBSERARIBRTRABEEALNTBBLURZR

share capital of the Company issued and the aggregate amount of nominal

value of share capital of subsidiaries acquired by the Company through an
exchange of shares.

BTN EBINBRAIRABDERRER -

* These reserve amounts comprise the consolidated reserves of *
US$78,185,000 (31 December 2017: US$91,371,000) in the condensed
consolidated interim statement of financial position.

ZERBTEBEERGRESPHUBERRRAZRSER
78,185,00050(—_S—TCHE+_B=+—H : 91,371,000
TT) e

BERNRIR —=—/\ P8RS



Condensed Consolidated Interim Statement of Cash Flows
EEFSPHIRERER

For the six months ended 30 June 2018
BE -/ \FAB=+BILES

For the six months ended

HEUTHHIELANES
30 June 31 October
2018 2017
“E-N\F = S

"A=+8 +/=+—086
(Unaudited) (Unaudited)
(RiEE) (RIEER)

Note US$’000 US$’000
Bt &t F=7T e
CASH FLOWS FROM OPERATING ACTIVITIES REXBMEREAE
Operating profit before working capital changes BEEABHAEEEN 3,947 4,296
Increase/(decrease) in post-employment benefits EEERBAIEN (D) 5 (43)
Changes in working capital BEEABE (3,046) 3,538
Cash generated from operations MEEBMERS 906 7,791
Tax paid ENRE 38) (186)
Net cash flows from operating activities REBENERLAE TR 868 7,605
CASH FLOWS FROM INVESTING ACTIVITIES REGHERERE
Purchases of property, plant and equipment BEYx  HBERHRE 10 (466) (387)
Acquisitions of subsidiaries Wi BT - (8,974)
Proceed from disposal of property, HEYE  BERHRE
plant and equipment FeRB 18 25
Purchases of available-for-sale financial assets BEEOHDEGREE - (1,807)
Purchase of financial assets at fair value through BERNAVESIABEL
profit or loss TREE (2,605) -
Proceeds from redemption of financial assets BORAVESI A\ BE
at fair value through profit or loss TRIBECHBNRE 3,390 -
Other investing activities HiBR&ETE 16 7
Net cash flows from/(used in) investing activities HETEE/ (T8 RE
REFE 353 (11,136)
CASH FLOWS FROM A FINANCING ACTIVITY RETBHBRENE
Loan from a former director RE—BHIESER - 3,856
Cash flows from a financing activity RMETBMERTAE - 3,856
NET INCREASE IN CASH AND CASH EQUIVALENTS R&ERBE&SEBEERZINTE 1,221 325
Cash and cash equivalents at beginning of period BYeReRRTEEES 13,278 14,797
Effect of foreign exchange rate changes, net EREHCTE TR (172) (77)
CASH AND CASH EQUIVALENTS HERRRERREESE
AT END OF PERIOD EB 14,327 15,045
ANALYSIS OF BALANCES OF CASH AND RERRESEEBR
CASH EQUIVALENTS 2 axily
Cash and bank balances Ru RRTHBH 14,327 15,045
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CORPORATE INFORMATION

Daohe Global Group Limited (the “Company”) is an
investment holding company and its subsidiaries (together
with the Company are collectively referred to as the
“Group”) are principally engaged in the trading and
supply chain management services, operation of online
social platforms and money lending business.

The Company was incorporated in Bermuda on 25
January 2002 as an exempted company with limited
liability under the Companies Act 1981 of Bermuda. The
address of its registered office is Clarendon House, 2
Church Street, Hamilton HM 11, Bermuda. The
Company’s shares have been listed on the Main Board of
The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) since 10 May 2002.

This condensed consolidated interim financial information
is presented in United States dollars (“US$”), unless
otherwise stated.

BASIS OF PREPARATION

The condensed consolidated interim financial statements
of the Group for the six months ended 30 June 2018 have
been prepared in accordance with Hong Kong Accounting
Standard (“HKAS”) 34 Interim Financial Reporting issued
by the Hong Kong Institute of Certified Public Accountants
(“HKICPA”) and the disclosure requirements of the Rules
Governing the Listing of Securities (the “Listing Rules”) on
the Stock Exchange.

The condensed consolidated interim financial statements
do not include all the information and disclosures
required in the annual financial statements and should be
read in conjunction with the Group’s annual financial
statements for the period ended 31 December 2017.

Notes to Condensed Consolidated Interim Financial Statements
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BASIS OF PREPARATION (continued)

Change of financial year end date

Pursuant to the resolution of the board (the “Board”) of
directors (the “Directors”) of the Company dated 21
September 2017, the Group's financial year end date has
been changed from 30 April to 31 December (the
“Change”) commencing from the financial period ended
31 December 2017. The Change is to align the financial
year end date of the Company with the operating
subsidiaries established in the People’s Republic of China
(the “PRC”). This facilitates the preparation of the
consolidated financial statements of the Group and for the
benefit of the overall development of the Group in the
long run.

The condensed consolidated interim financial statements
and the related notes presented for the current period
covered a six-month period from 1 January 2018 to 30
June 2018 while the corresponding comparative amounts
shown for the condensed consolidated interim statement
of profit or loss, the condensed consolidated interim
statement of comprehensive income, the condensed
consolidated interim statement of changes in equity, the
condensed consolidated interim statement of cash flows
and the related notes covered a six-month period from 1
May 2017 to 31 October 2017, which, as a result, may
not be comparable with amounts shown for the current
period.

Daohe Global Interim Report 2018
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Notes to Condensed Consolidated Interim Financial Statements

CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES

The principal accounting policies adopted in the
preparation of the condensed consolidated interim
financial statements of the Group are consistent with
those followed in the preparation of the audited annual
financial statements of the Group for the period ended 31
December 2017, except for the adoption of the new and
revised Hong Kong Financial Reporting Standards
(“HKFRSs”) and interpretation issued by the HKICPA as
noted below.
Amendments to Classification and
HKFRS 2 Measurement of Share-
based Payment Transactions

Amendments to Applying HKFRS 9 Financial

HKFRS 4 Instruments with HKFRS 4
Insurance Contracts
HKFRS 9 Financial Instruments
HKFRS 15 Revenue from Contracts with

Customers
Clarifications to HKFRS 15

Revenue from Contracts

Amendments to
HKFRS 15

with Customers

Amendments to Transfers of Investment

HKAS 40

HK(IFRIC)-Int 22

Property
Foreign Currency Transactions

and Advance Consideration

Amendments to HKFRS 1 and
HKAS 28

Annual Improvements
2014-2016 Cycle

Other than HKFRS 9 and HKFRS 15, the adoption of these
new and revised HKFRSs and interpretation has had no
material impact on the interim financial information of

the Group.
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95k
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—2EBE 225
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CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

HKFRS 9 Financial Instruments

HKFRS 9 Financial Instruments replaces HKAS 39 Financial
Instruments: Recognition and Measurement for annual
periods beginning on or after 1 January 2018, bringing
together all three aspects of the accounting for financial
instruments: classification and measurement; impairment;
and hedge accounting. With the exception of hedge
accounting, which the Group applied prospectively, the
Group has applied HKFRS 9 retrospectively to items that
existed at 1 January 2018 in accordance with the transition
requirements. The Group has recognised the cumulative
effect of initial application as an adjustment to the opening
equity at 1 January 2018. The impacts relate to the
classification and measurement and the impairment

requirements are summarised as follows:

(i)  Classification and measurement

Under HKFRS 9, debt financial instruments are
subsequently measured at fair value through profit
or loss (“FVPL”), amortised cost, or fair value
through other comprehensive income (“FVOCI”).
The classification is based on two criteria: the
Group’s business model for managing the assets;
and whether the instruments’ contractual cash flows
represent ‘solely payments of principal and interest’
on the principal amount outstanding (the “SPPI
criterion”).

Daohe Global Interim Report 2018
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Notes to Condensed Consolidated Interim Financial Statements

CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)
HKFRS 9 Financial Instruments (continued)

(1)

Classification and measurement (continued)
The new classification and measurement of the
Group’s financial assets are as follows:

(i)  Debt instruments at amortised cost that are
held within a business model with the
objective to hold the financial assets in order
to collect contractual cash flows that meet the
SPPI criterion.

(ii)  Financial assets at FVPL include debt
instruments whose cash flow characteristics
fail the SPPI criterion or are not held within a
business model whose objective is either to
collect contractual cash flows, or to both
collect contractual cash flows and sell.

The assessment of the Group’s business models was
made as of the date of initial application, 1 January
2018, and then applied retrospectively to those
financial assets that were not derecognised before 1
January 2018. The assessment of whether
contractual cash flows on debt instruments are
solely comprised of principal and interest was made
based on the facts and circumstances as at the initial
recognition of the assets.

Under HKFRS 9, embedded derivatives are no
longer separated from a host financial asset. Instead,
financial assets are classified based on their
contractual terms and the Group’s business model.

Club membership and unlisted wealth management
products of US$994,000 were previously classified
as available-for-sale financial assets and measured
at FVOCI under HKAS 39. Under HKFRS 9, they
have been classified and measured as financial
assets at FVPL and the accumulated fair value gain
of US$109,000 was reclassified from the available-
for-sale financial asset revaluation reserve to the
accumulated losses on 1 January 2018.
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RESEUBHRESENFEIR - AL
ETEABBUREREMEE - A
< ZRMEELRHSHNERRRAEBRE
BADE -

RIESBESHHELIE 395 - RE 994,000
= BfeERIEIMIBY ERGHE
DERITIHEETREEWLZATESTA
Hittzmls - RCS—N\E—8—-08 -
IREESBYHBRSELE IR SEESH
SERFLMBVEREDBEREMEE
WA AT A B - M RFTA BN &
109,000 A BHIHBETRMEESS
RIFSEH D BEREBIE -

BURR 5/ \EPHRE
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3  CHANGES IN ACCOUNTING POLICIES AND 3 BHEXREEC®EH s
DISCLOSURES (continued)

HKFRS 9 Financial Instruments (continued) SBUBRELENEIREH T ()
(i) Classification and measurement (continued) (i) DEREIE (#)

Available-for-sale

financial Financial
assets at assets at
FVOCI FVPL
BANESTA
Hihx @l E7g/NNEE =]
L OHHE StABL
TRIEE L ERE
US$'000 US$'000
e ETT
At 1 January 2018 R_E—/\F—F—0 994 -
Reclassify from available-for-sale BN ESIAHMEZE
financial assets at FVOCI to W IHPETREE
financial assets at FVPL B OBELNVE
StABBCTREE (994) 994
Restated balance at 1 January 2018 RTE—/\F—H—d
EIIPd =23 - 994
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CHANGES IN ACCOUNTING POLICIES AND 3

DISCLOSURES (continued)
HKFRS 9 Financial Instruments (continued)

(i) Classification and measurement (continued)

Notes to Condensed Consolidated Interim Financial Statements

R OEHRE P IR B EL

SHBRREECEBE &

ESBUBREXAFIRTHM TE (=)

(i)

DHERSTE (#)

Available-for-sale
financial asset

(ii)

revaluation Accumulated
reserve losses
OJHHELH
BESORR RETEBIE
US$’000 US$'000
=TT E7T
At 1 January 2018 R_E—\F—5—B8 109 -
Reclassify accumulated fair value KRETR VB REBIH
gain from available-for-sale financial HETHMEESORRE
asset revaluation reserve to SO BERFIEE
accumulated losses (109) 109
Restated balance at 1 January 2018 RTE—/\F—H—d
Eolg o323 - 109

Impairment of financial assets

HKFRS 9 requires an impairment on trades
receivables, and deposits and other receivables that
are not accounted for at FVPL under HKFRS 9, to be
recorded based on an expected credit loss model
either on a twelve-month basis or a lifetime basis.
The Group applied the simplified approach and
recorded lifetime expected losses that were
estimated based on the present value of all cash
shortfalls over the remaining life of all of its trade
receivables, and deposits and other receivables. The
Group performed a detailed analysis which considers
all reasonable and supportable information,
including forward-looking elements, for estimation
of expected credit losses on its trade receivables and
deposits and other receivables. The adoption of
HKFRS 9 has had no significant impact on the
impairment of the financial assets of the Group.

(i EHAEEGE
EEBUBREEAUNEIRKRE @ FFIRES
B REAERE 9 FIZATEST A B
ANERENEBER « %5 REMEIR
BEoRE BEREHEEHBEEIAR
+_EREANTHEEANR - AEBE
BEHD » WD RIRIEREMEEIIR
BERN - @ REMBRRIBS N EH
ANTERTERREGS o ERBHE
BARE - AEBERETHADIT > BEED
MEEBMECEREEER - BIELET
BREEBNESER - S REMBUIGR
BEHEEBEIRIEERR - HNEE
UHEREHNBIFHAEBTHEER
BEFRETOEASE-

BURR 5/ \EPHRE
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CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

HKFRS 15 Revenue from Contracts with Customers
HKFRS 15 supersedes HKAS 11 Construction Contracts,
HKAS 18 Revenue and related Interpretations and it
applies to all revenue arising from contracts with
customers, unless those contracts are in the scope of other
standards. The new standard establishes a five-step model
to account for revenue arising from contracts with
customers. Under HKFRS 15, revenue is recognised at an
amount that reflects the consideration to which an entity
expects to be entitled in exchange for transferring goods

or services to a customer.

The standard requires entities to exercise judgement,
taking into consideration all of the relevant facts and
circumstances when applying each step of the model to
contracts with their customers. The standard also specifies
the accounting for the incremental costs of obtaining a
contract and the costs directly related to fulfilling a
contract.

The Group adopted HKFRS 15 using the modified
retrospective method which allows the Group to
recognise the cumulative effects of initially applying
HKFRS 15 as an adjustment to the opening balance of
accumulated losses at 1 January 2018. The Group elected
to apply the practical expedient for completed contracts
and did not restate the contracts completed before 1
January 2018, thus the comparative figures have not been
restated.

Prior to the adoption of HKFRS 15, the Group presented
sales proceeds received from customers in connection
with the unconsumed virtual currency or unconsumed
durable virtual items as deferred revenue in the
consolidated statement of financial position.

Upon adoption of HKFRS 15, reclassification has been
made from deferred revenue to contract liabilities. The
adoption of HKFRS 15 has had no significant impact on
the opening accumulated losses as at 1 January 2018. As
at 1 January 2018, deferred revenue amounting to
US$1,172,000 has been reclassified to contract liabilities.

1 7 Daohe Global Interim Report 2018
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Notes to Condensed Consolidated Interim Financial Statements

CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

HKFRS 15 Revenue from Contracts with Customers
(continued)

R OEHRE P IR B EL

SHBRREECEBE (&

BEBUBRESENE 15 RESSHNESKIK &
(#)

Deferred Contract
revenue liabilities
AW ot =R =t
Us$’000 Us$’000
ETT ETT
At 1 January 2018 R_E—/\F—H—8 1,172 -
Reclassify from deferred revenue BRLEWHREFT DR
to contract liabilities SE=LE (1,172) 1,172
Restated balance at 1 January 2018 RCE—/N\F—HB—82
TBIEH - 1,172
OPERATING SEGMENT INFORMATION rELHBREN

For management purposes, the Group is organised into
business units based on their nature of business and has
three reportable operating segments as follows:

(@) trading and supply chain management services;
(b)  operation of online social platforms; and
(c)  money lending business.

Management monitors the results of the Group’s operating
segments separately for the purpose of making decisions
about resources allocation and performance assessment.
Segment performance is evaluated based on reportable
segment (loss)/profit, which is a measure of adjusted loss
before tax. The adjusted loss before tax is measured
consistently with the Group’s loss before tax except
that interest income, gain on dissolution of a subsidiary,
share of loss of a joint venture as well as corporate and
other unallocated expenses are excluded from such
measurement.

Intersegment sales and transfers are transacted with
reference to the selling prices used for sales made to third
parties at the then prevailing market prices.

MEEMS  AEBREBUEEDHEBE
i WEAT=EU2|EEDE

() EBZRHERERTSIER
(b) MEBREMRYS R
() BEF-

EEBORERAEBIEEDRCKEE - Mol
BERDERKBVEDEIFLRE - D8RR
DIRBERAERRAEEMSIECT2WD A
(B18), HAEL TGS - KBEERRAIBEC
SN ERAEBRRABE B - AR
A BE—ZWBLAD2NG  BE—REE
NIRBRUREEREMKIDEASZATE
BIRELEIED -

RNBBEHERBRDIRBENEHFDEDSE =
TETHECEBMIERS -

BURR 5/ \EPHRE
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4. OPERATING SEGMENT INFORMATION (continued) 4.
The following tables present revenue and loss for the

KEHIRERN =)
T®RFIBE2_EBE—/\FAB=TBR_&
—TCE+A=1+t—"BLENERAEBTZRD
B W mREIE -

Group's reportable segments for the six months ended 30
June 2018 and 31 October 2017.

For the six months ended 30 June 2018
BE_E-N\FARB=1BLEA

Trading and
supply chain ~ Operation of Money
management online social lending
services platforms business Total
BIRiHER el
SRR THREE BME =El
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RieER) (RieER) (RIEE) (RiRE™)
US$’000 US$’000 US$’000 US$’000
FE3 FEx FEx T
Segment revenue: DI ES
Revenue from external customers REIINRZ S W 37,688 20,551 - 58,239
Segment results DIEE (8,609) (3,030 (6) (11,645)
Interest income EAISVIUN 15
Gain on dissolution of BE—ZWEAD
a subsidiary & WS 8
Share of loss of BE—xREERT2
a joint venture BiE (1)
Corporate and other unallocated ~— PZEREfRDE
expenses RIS (1,234)
Loss before tax IR RIS E (12,857)
Income tax credit 2R Syinziinc) 1,554
Loss for the period HANBE (11,303)
Other segment information: HtHhEsan -
Impairment loss on goodwill EERESE 9,700 - - 9,700
Amortisation of intangible assets & ER - 6,845 - 6,845
Depreciation we 83 84 - 167
Capital expenditures VN 62 404 - 466
Reversal of impairment of ENE SRR
trade receivables BERD (48) - - (48)
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4.

Notes to Condensed Consolidated Interim Financial Statements

OPERATING SEGMENT INFORMATION (continued) 4.

R OEHRE P IR B EL

KEHBER =)

For the six months ended 31 October 2017
HBHE_E—tFt+RA=1+—08I17\E3

Trading and
supply chain Operation of Money
management online social lending
services platforms business Total
BER
AT Te| e
EIRARTE R2Y 5 BRER =5
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RIEET) (RiEET) ESED) (RAEE)
US$’000 US$’000 US$'000 US$'000
=7 =T S =7
Segment revenue: DEEUNES
Revenue from external customers REINRE S NG 49,554 9,726 95 59,375
Segment results DIGERB (9,981) (63,012) 40 (72,953)
Interest income BTN 7
Corporate and other unallocated ~ ZEREMFRDE
expenses sz (1,561)
Loss before tax bR RIEIE (74,507)
Income tax credit PriSRiER 1,071
Loss for the period HREE (73,436)
Other segment information: HihoBER :
Impairment losses on goodwill BHERBEGIE 13,600 59,458 40 73,098
Amortisation of intangible assets mEEE - 5,428 - 5,428
Depreciation e 83 73 - 156
Capital expenditures EREX 128 259 - 387
Impairment of trade receivables JEWE SETRE 79 - - 79

woms —= naomss 2 ()



5. OTHER INCOME 5. HAMKRA

For the six months ended

HBEUTHHILER
30 June 31 October
2018 2017
—BN\F “EB—TF

NB=+8 +B=+—08
(Unaudited) (Unaudited)
(RICE) (REeER)

US$’000 US$’000
FE7T E7T
Bank interest income TN RUA 15 7
Reimbursement income from customers  ZREZ S HIEULA 1 1
Handling fee income FEEWA 49 65
Inspection and laboratory test income R BB R 32 48
Others Hih 222 301
319 422
6. LOSS BEFORE TAX 6. KMRRABE
The Group’s loss before tax is arrived at after charging/ REBCRRABE DR,/ GIAMUTS
(crediting): 1B
For the six months ended
BEMUTBHLER
30 June 31 October
2018 2017
“E-N\F —E-THF
"B=+8 +8H=+—8
(Unaudited) (Unaudited)
(RIER) (KAL)
US$’000 US$'000
F=7T E£7T
Depreciation e 167 156
Amortisation of intangible assets EPEERH 6,845 5,428
Gain of dissolution of a subsidiary B —ZXWBAT U 8 -
(Reversal of impairment)/ EINE ZER
impairment of trade receivables CRE#D), RiE (48) 79
Impairment losses on goodwill SERIEBIE 9,700 73,098
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Notes to Condensed Consolidated Interim Financial Statements

INCOME TAX

Hong Kong profits tax has been provided at the rate of
16.5% (six months ended 31 October 2017: 16.5%) on
the estimated assessable profits arising in Hong Kong
during the period. Taxes on profits assessable outside
Hong Kong have been calculated at the rates of tax
prevailing in the jurisdictions in which the Group

R OEHRE P IR B EL

ER
SENERDIREHANRSESBES <IG5HER
REFZ16.5% (BE_E—tE+8=+—8
LERER : 16.5%) 2 RARETEEE - BN
HWRCERGHRNRBAIREAEESERNET
AR CIRIRASE -

operates.
For the six months ended
BEMUTBHIEER
30 June 31 October
2018 2017
—BN\E “EB—THF
"B=+8 +B=+—8
(Unaudited) (Unaudited)
(RIREX) (CRIEE#%)
US$’000 US$'000
F=rx =7
Current BOHA
— Hong Kong -85 118 204
— Outside Hong Kong - &BLIMEE 34 89
Net under/(over)provision in prior periods B/ MEEFEE,
(BER ) P8R 1 (6)
Deferred IR (1,707) (1,358)
Total tax credit for the period HAREBERBER (1,554) (1,071)

As at the date of this report, the Group received
protective assessments amounting to approximately
HK$188,000,000 (equivalent to US$24,165,000) from the
Inland Revenue Department in Hong Kong (the “IRD”) in
respect of queries on the modus operandi of the Group
and the chargeability of the profits for the years of
assessment from 2003/2004 to 2011/2012 (the “Case”).
The Group has lodged objections against the protective
assessments. In addition, Tax Reserve Certificates
amounting to HK$5,250,000 (equivalent to US$675,000)
have been purchased by two subsidiaries of the Company
in pursuit of the holdover of tax demanded under the

protective assessments for these years.

RARSEH  AEBENEEALEER_S
B= TEENFE_S—— /5 _F5
REESERARBI CHRER SHEE
EBERFRBIREBNDREETERN
188,000,000587T (485 1224,165,0005=7T) ([ 2
)  AEBECHESREEIRRHEY -
ok RAIMERWBAIE LB EINZE
FTEREMIRMEINVCRABEERE
5,250,0008 7T (481267 5,000570 ) 2 iR -

BURR 5/ \EPHRE
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INCOME TAX (continued)

The Group has submitted a settlement proposal as part of
a negotiation with the IRD in relation to the Case in April
2015. Subsequent to the submission to the IRD with the
assistance of an external tax specialist, the Group kept a
close dialogue with the IRD and understood that the IRD
required additional evidence from the Group to further
assess the tax position. As at the date of these financial
statements, the Case was still under negotiation with the
IRD. Despite the unknown outcome, the Group is of the
view that sufficient tax provisions have been made in the
financial statements based on the information available.

DIVIDEND

The Directors have not declared the payment of an
interim dividend for the six months ended 30 June 2018
(six months ended 31 October 2017: Nil).

LOSS PER SHARE

The calculation of basic loss per share is based on the loss
for the period attributable to owners of the Company of
approximately US$11,302,000 (six months ended 31
October 2017: approximately US$73,434,000), and the
weighted average number of 1,509,592,701 (six months
ended 31 October 2017: 1,433,777,483 (adjusted for the
effect of share subdivision in August 2017)) ordinary
shares in issue during the period.

The Group had no dilutive potential ordinary shares in
issue for the periods ended 30 June 2018 and 31 October
2017.

Daohe Global Interim Report 2018
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ESWERBE_S—/\FERB=18B1LKE
BAERTHERR (BE_E—TF+B=+—8
E7R@a ) -

BREBE
SBREABEDREANIUEANEGHANE
B 11,302,000 T(BE_S—TCE+ 5
—+—B1ERER : K973,434,000%E70) RHR
DTSR CIETIYE,509,592,701 i (&
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10. PROPERTY, PLANT AND EQUIPMENT AND
OTHER INTANGIBLE ASSETS

Notes to Condensed Consolidated Interim Financial Statements

R OEHRE P IR B EL

10. % BERRBURRMBRLEE

Property, Other
plant and intangible
equipment assets Total
L/E Hith
RE&iE EBREE w5t
US$’000 US$’000 US$’000
F=ET FET FET
Unaudited FRICE
At 1 January 2018, net of accumulated R_S—/\F—5—8
depreciation and amortisation FORREHITE R 595 54,565 55,160
Additions NE 466 - 466
Depreciation provided during the period #EE{EITE (167) - (167)
Amortisation provided during the period H3fE 5 {s #H - (6,845) (6,845)
Exchange realignment FERIHRE (15) (463) (478)
At 30 June 2018, net of accumulated RIE—N\ERB=18"
depreciation and amortisation JORREHITE R 879 47,257 48,136

wrER —2 n=omes 24
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10. PROPERTY, PLANT AND EQUIPMENT AND 10.

OTHER INTANGIBLE ASSETS (continued)

MxE BERRBUREMBREE =)

Property, Other
plant and intangible
equipment assets Total
Wz - 5 HAf
e EE w5t
US$’000 US$’000 US$’000
eV eV eV
Audited fEE
At 1 May 2017, net of accumulated KRIBE—CFRBE—B"
depreciation WBRRSHTE 269 - 269
Acquisition of subsidiaries I = NS 111 59,689 59,800
Additions N=1 419 - 419
Disposals HE 3) - 3)
Depreciation provided during the period Hif R {EHTE (209) - (209)
Amortisation provided during the period Hf & {1 85 - (7,641) (7,641)
Exchange realignment PERFHRE 8 2,517 2,525
At 31 December 2017, net of RIES—TE
accumulated depreciation +—B=+—8"
and amortisation PR REHT & Rigtis 595 54,565 55,160
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11.

Notes to Condensed Consolidated Interim Financial Statements

BBERSPHU BRI E
GOODWILL 1. B8
Total
w5t
US$’000
F=T
Unaudited AL
At 1 January 2018, net of accumulated impairment RCE—/\F—5—8 - NERFTRUE 68,531
Impairment during the period HRRIE (9,700)
Exchange realignment FERFHE (1,495)

At 30 June 2018, net of accumulated impairment R_E—/\FARE=+08 - {IRKREHRE 57,336
Audited B
At T May 2017, net of accumulated impairment RCE—CFRR—B  KRRstRE 26,373
Acquisition of subsidiaries MBS 110,297
Impairment during the period R RIE (73,098)
Exchange realignment PR 4,959
At 31 December 2017, net of RCE—TF+_/=1+—8"

accumulated impairment HBRRETRIE 68,531
Impairment testing of goodwill BEREASR
Goodwill has been allocated to the following cash- BHECDEE NMIIREELSBAERBEI :

generating units for impairment testing:
. Trading and supply chain management services;
e Operation of online social platforms; and

. Others.

B RRESIRRTS ;

o  HBRLMRYE: R

« Hfthe

BURR 5/ \EPHRE 2 6
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11.

GOODWILL (continued)

Impairment testing of goodwill (continued)

The recoverable amounts of the cash-generating units
have been determined based on value in use calculation
using cash flow projections based on financial budgets
approved by senior management. There are a number of
assumptions and estimates involved in the preparation of
cash flow projections for the period covered by the
approved budget. Key assumptions include the expected
growth in revenue and gross margin, timing of future
capital expenditures, long term growth rates and selection
of discount rates. Management prepares the financial
budgets reflecting actual and prior year performance and
market development expectations. Judgement is required
to determine the key assumptions adopted in the cash
flow projections and changes to key assumptions can
significantly affect these cash flow projections. The
discount rates applied to the cash flow projections for
trading and supply chain management services, operation
of online social platforms are 12% (31 December 2017:
12%) and 28% (31 December 2017: 28%) respectively.
The discount rate applied to others was 10% as at 31
December 2017. The estimated growth rate used to
extrapolate the cash flows projections for trading and
supply chain management services and operation of
online social platforms beyond the five-year period are
0% (31 December 2017: 0%) and 3% (31 December
2017: 2.6%), respectively. The estimated growth rate used
to extrapolate the cash flow projections for others beyond
the five-year period was 0% as at 31 December 2017.
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11.

Notes to Condensed Consolidated Interim Financial Statements

R OEHRE P IR B EL

GOODWILL (continued) 1. 8@
Impairment loss on goodwill BEREGE
During the six months ended 30 June 2018, the Group BECS—/\FAB=TBLEBEARN K&
recognised an impairment loss of US$9,700,000 in B0k E2EZRHERECERB <BERER
connection with the goodwill allocated to the trading and EESIE 9,700,000 T (HE_SE—THE+8
supply chain management services (six months ended 31 =+—BIEREE: oREBIRIHERS
October 2017: impairment losses of US$13,600,000, BRE KEERLMRYeREMCEERE
US$59,458,000 and US$40,000 in connection with the B8 8178 13,600,000 7T ~ 59,458,000 7T
goodwill allocated to trading and supply chain K.40,0003570) - EZRTERSERHEL
management services, operation of online social platforms EERRRFNEARKEES  EAEBET
and others, respectively). The businesses of certain BERERZIAFE  MEBEERPILER
Group’s customers are being adversely affected by the BVRZRIN S B A EZEE]E R M N o
increasingly competitive and challenging business
environment in the trading and supply chain management
services, and the management expects a future decline in
revenue in the trading and supply chain management
services due to fewer orders being placed by these
customers.
The abovementioned impairment losses are recognised FaREBEDIREES B2 ERIE 36 TR
based on the results of impairment tests for goodwill using RERBEESTEZEREAGGRER -
their values in use in accordance with HKAS 36.
The carrying amount of goodwill allocated to each of the DEESRTELSUCHENRBEOT -
cash-generating units is as follows:
Trading and supply chain Operation of
management services online social platforms Others Total
EaRMER
EBRE fge Ly Rt Rt
30 June 31 December 30 June 31 December 30 June 31 December 30 June 31 December
2018 2017 2018 2017 2018 2017 2018 2017
2\ B-tE IB-\f& E-tF B \& CE-tE BN\ CECF
AB=t8 +28=+-8 RB=tB +IF=t-8 RB=1B tIR=t-8 RA=+B fA=1-8
(Unaudited) (Audited)  (Unaudited) (Audited)  (Unaudited) (Audited)  (Unaudited) (Audited)
(KEEH) (f28)  (RHEH) (EED)  (KEBH) (28  (FEEH) (E27)
US$'000 US§'000 US$'000 US§'000 US$§'000 US§'000 US§'000 US§'000
e S Txn e S Txn e
Goodwill 58 3,033 12,733 54,303 55,798 - - 57,336 68,531

BURR 5/ \EPHRE 2 8



12. TRADE RECEIVABLES 12. ENBIERNR

The general credit terms granted to customers range from RYISPRERBM—MRRIOKEIORX - REK
30 days to 90 days. An aged analysis of the trade SHK BNESERNZEEC0 B RKHDIT
receivables as at the end of the reporting period, based on Wk

the invoice date, is as follows:

30 June 31 December

2018 2017
—BN\F —B—TF
"B=+8 +—B=+—8
(Unaudited) (Audited)
(RigsE) (=)
US$’000 US$’000
F=7T =T
Within 30 days 30 RBAA 7,776 4,704
31 to 60 days 312 60K 1,907 2,501
61 to 90 days 61290K 565 456
91 to 365 days 91 £ 365X 748 1,218
Over 1 year BE1E 304 251
11,300 9,130
Impairment e (501) (552)
10,799 8,578
The trade receivables aged over 90 days are being EEERIFBERTRBBBIORCENES
carefully monitored by the management. Approximately R - EBHREDK501,000T(—F—1T
US$501,000 (31 December 2017: approximately F+_F=+—8 : £9552,0003=7T) EIERIE ©
US$552,000) of these balances was covered by the
impairment.
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Notes to Condensed Consolidated Interim Financial Statements

BBERSPHU BRI E
13. CASH AND CASH EQUIVALENTS 13. RERREFEERE
30 June 31 December
2018 2017
“E-N\HF “E-TF
NB=+8 +—B=+—8
(Unaudited) (Audited)
(RIEEH) (&)
US$’000 US$'000
F=7T =TT
Cash and cash equivalents RERIRESFEEB 14,327 13,278
14. TRADE PAYABLES 14. BIYBESER
An aged analysis of the trade payables as at the end of the RBEHR  BUBSIENRERE R
reporting period, based on the invoice date, is as follows: DT
30 June 31 December
2018 2017
—BN\F —_B-THF
NB=+8 +—HB=+—H
(Unaudited) (Audited)
(RigE) (&)
US$’000 US$’000
F=7T £
Within 30 days 30 RBAA 6,150 4,329
31 to 60 days 312 60K 269 826
61 to 90 days 61290K 5 112
91 to 365 days 91 % 365K 121 47
Over 1 year BE1E 68 70
6,613 5,384

womg —= naomms ()
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15. SHARE CAPITAL

15. BAX

30 June
2018
“E-N\HF

31 December
2017
. TS

"B=+B8 +—_F=+—8

(Unaudited) (Audited)
(RICE) € &)
US$’000 Us$’000
F=7T eI
Authorised: ERE -
3,000,000,000 (31 December 2017: 3,000,000,000( _EF—tT =
3,000,000,000) ordinary shares of +—B=+—08":
one and one third US cents 3,000,000,000) &= EE
(31 December 2017: one and —R=pr—==
one third US cents) each _E—THFt+_B=+—8":
sREE—X=0<2—=l)
2 EBR 40,000 40,000
Issued and fully paid: BEROTRBE
1,509,592,701 (31 December 2017: 1,509,592,701 (—_E—TFE
1,509,592,701) ordinary shares of +—B=+—08":
one and one third US cents 1,509,592,701) RS EE
(31 December 2017: one and —X=nr—==
one third US cents) each _E—THFt+_B=+—8":
BREE—X=0<2—=)
) 20,128 20,128
The movements in share capital during the period are as HARANZEBEWT :

follows:

Number of ordinary
shares in issue

Share capital

BROTZTARARHE [5ZN

US$’000

F=7T

At 1 May 2017 R_E—CFhR—B 353,197,567 14,128

Acquisition of subsidiaries (Note (a)) W B BT (MEE (@) 150,000,000 6,000

Share Subdivision (Note (b)) D348 (Kit5E b)) 1,006,395,134 -
At 31 December 2017, R_E-—THF+_BA=*+—8"

1 January 2018 and 30 June 2018 E-\EF—B-8k
_E—-/\FNRB=1H 1,509,592,701 20,128
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15.

16.

Notes to Condensed Consolidated Interim Financial Statements

R OEHRE P IR B EL

SHARE CAPITAL (continued) 15. REX@
Notes: Mfat
(a) On 1 June 2017, a total of 150,000,000 shares were allotted and (a) RIE—tE/NB—08  5#150,000,000 RRHE
issued to vendors as consideration for the acquisition of the entire BERBTPES  ERARIE T —REMIBAT
issued share capital of Loovee Holdings Inc. (“Loovee”) by a ## Loovee Holdings Inc. ([Loovee]) 2 & B 3517 A
subsidiary of the Company. The fair value of the consideration RHE - RINEBBHREBRIDCATER 140,167,000
shares at the acquisition date was US$140,167,000. e
(b) On 9 August 2017, the shareholders of the Company (the
“Shareholders”) approved to subdivide the then-existing issued and (b) RIS—TENBNEB ARIRE(RE D AHESR
unissued shares of US$0.04 each in the share capital of the ANIRADE-RBEIE.04ZTZERRBBE T
Company into three subdivided shares of one and one third US EXREORDFMR-RERBAE—X=22—=
cents each (the “Share Subdivision”) and there will be no change RFERRG ((RBHFM))  RIF—CENS+BR
to the board lot size after the Share Subdivision became effective DR ST EESBAERTTE -
on 10 August 2017.
SHARE OPTION SCHEME 16. HBRREESTE
The movements in share options under the share option M TAARNIRE _ESE—FN\B_+N DB
scheme adopted by the Company on 29 August 2011 (the Mo ERRETE ([ E—— R este )T
“2011 Share Option Scheme”) during the period were as RN B E)
follows:
For the six months ended
HEUTBHILEA
30 June 31 October
2018 2017
—FN\E _F-tH&
"B=+8 +8=+—8
Weighted Weighted
average Number average Number
exercise price of options  exercise price of options
(Note) (Note) (Note) (Note)
IR ERE I0REESI BRE
TEE 28 7EE 28
(Hat) (Hrat) (Hr&t) (Hr&t)
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RiEEK) (REB%) (RfEE”) (RIEE™)
HKS$ per share 000 HKS$ per share ’000
gRET T BRET F2
At beginning of period IREAD 3.33 7,500 3.33 7,500
At end of period IREIR 3.33 7,500 3.33 7,500
Note: Bitst -

The share options under 2011 Share Option Scheme have been adjusted
for the effect of Share Subdivision in August 2017.

R —TERESETIBRERN _S-—CE\BBHR
DIFBNTBIFERE -

BBR ~E NEDHES D



17. OPERATING LEASE ARRANGEMENTS 17. REHEEZH

As lessee ERAEA

The Group leases certain of its office premises, staff AEFBREBESESHEZFMBEES TIHARE
quarters, furniture and equipment under operating lease i -BEIES  BMERE - ZS5HECHE
arrangements. The leases have varying terms, escalation B AERASCERRBOENSBE ARG -

clauses and renewal rights.

The Group had total future minimum lease payments under AREEREATHBELCSHER NIEHE
non-cancellable operating leases falling due as follows: N R REEETRIBREEW T :

Office premises

and staff quarters Furniture and equipment
MARENRETES BRRRE
30 June 31 December 30 June 31 December
2018 2017 2018 2017

“g-N\F C"T-tF CZB-N\E _"Z-tF
RA=+B +ZB=+-8 AR=+B +-B=1-8

(Unaudited) (Audited) (Unaudited) (Audited)
(RieEK) (FE==%) (RieEK) &)
US$’000 US$'000 US$’000 US$’000
=7 7T FE7T =
Within one year —FA 1,967 1,911 40 94
In the second to fifth years, E_RERF
inclusive (BIEEEME) 1,913 2,663 8 14
3,880 4,574 48 108
18. COMMITMENTS 18. *fE
In addition to the operating lease commitments detailed PR M EE 17 P AE ST EAEIN - DITRA
in Note 17 above, the Group had the following capital EERRSHANBENE  BMEARBE
commitments for the acquisition of property, plant and AAIE

equipment at the end of the reporting period:

30 June 31 December

2018 2017

“E;E-N\HF E—1TF

"B=+8 +—_/F=+—08

(Unaudited) (Audited)

(RiEE) € &)

uUsS$’000 US$’000

F=5T eI

Contracted, but not provided for BT K BREEE - 8
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19. RELATED PARTY TRANSACTIONS

(a)

Notes to Condensed Consolidated Interim Financial Statements

Other than the balances and transactions detailed (a)
elsewhere, the Group had no significant transactions

with related parties during the six months ended 30

June 2018 (six months ended 31 October 2017:

Nil).

Loan from a former director (b)
At 30 June 2018, the loan from a former director of

the Company who resigned on 1 January 2018, is

unsecured, non-interest-bearing and repayable by

22 May 2019.

R OEHRE P IR B EL

BREALRS

BREMBOF R BHRRZZIN - XEB
REBEZSE—/\FERB=1TBLEBR1L
ESAEREATIRZ (BE_S—CF
+R="1+—BLREBR: &) -

%E—%%%%gﬁ
RTE—/N\FNBE=18  KBAQRT—
PERIE-N\F-HB—B#ECRIES
CERREER 2 BREBER_SE—NE
hE_+_BEE-

Compensation of key management personnel of the () AEBTZEBAEZH
Group:
For the six months ended
BENTBHILEEA
30 June 31 October
2018 2017
—FN\F —_s—tF
NB=+8 ﬂLﬁ =+—B
(Unaudited) (Unaudited)
(RIEBR) (RiEE)
US$’000 US$’000
F=7T =T
Short term employee benefits kil == UE 698 512
Post-employment benefits [EERIKTER
— defined contribution plans - BB 8 31 33
Total compensation paid to key SUPEEERAELZ
management personnel R ER 729 545

BURR 5/ \EPHRE

34



35

20. FINANCIAL INSTRUMENTS BY CATEGORY
The carrying amounts of each of the categories of the
Group’s financial instruments as at the end of the
reporting period are as follows:

30 June 2018

20. =R TR\
FEBCSEASH T RRREBRCRBE

Wk

RISE—N\FARB=+8B

Financial assets TREE
Loans and Financial
receivables asset at FVPL Total
BRR BRAVESA
BINRE BERcTREE &5t
(Unaudited) (Unaudited) (Unaudited)
(CRREH) (RICBH) (RiRER)
US$’000 US$’000 US$’000
F=ET F=ET F=ETT
Financial asset at FVPL BV ESTABR L
TRBE - 229 229
Trade receivables = = 10,799 - 10,799
Financial assets included in STABNRE - BTk
prepayments, deposits and HAnfEIR RIS 2
other receivables TRBE 6,203 - 6,203
Cash and cash equivalents RERIRESHEEEB 14,327 - 14,327
31,329 229 31,558
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Notes to Condensed Consolidated Interim Financial Statements

BRGEEPH T FERIRME
20. FINANCIAL INSTRUMENTS BY CATEGORY 20. TRTRER =)
(continued)
31 December 2017 R_E—TF+_HB=+—0
Financial assets TREE
Available-
Loans and for-sale
receivables  financial asset Total
EBXK OHHE
JERFRIE ERIEE =k
(Audited) (Audited) (Audited)
(K= (=) (=)
US$’000 US$’000 US$'000
=TT =7T =TT
Available-for-sale financial asset ~ OEHESHNEE - 994 994
Trade receivables EINE ZER 8,578 - 8,578
Financial assets included in STABNRE « BE&
prepayments, deposits and HA e RIE 2
other receivables EREE 4,531 - 4,531
Cash and cash equivalents BERESTSEBEB 13,278 - 13,278
26,387 994 27,381

EOER = NEOHES 0



20. FINANCIAL INSTRUMENTS BY CATEGORY 20. ERTEE =)

(continued)

Financial liabilities TREE
Financial liabilities
at amortised cost
REEBTRIECcEREE
30 June 31 December
2018 2017
“E-N\EFE “=E=—tF
"B=+8 +—8=1+—H
(Unaudited) (Audited)
(RigE%) (&%)
US$’000 US$’000
FET ETT
Trade payables EIVE SRR 6,613 5,384
Loan from a former director RE—ZBRIEEER 3,856 3,856
Financial liabilities included in accruals, St A[EStER - BER
provisions and other payables HiENRBEHNEE 8,037 6,591
18,506 15,831
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21.

Notes to Condensed Consolidated Interim Financial Statements

FAIR VALUE AND FAIR VALUE HIERARCHY OF 21.
FINANCIAL INSTRUMENTS

The carrying amounts and fair values of the Group’s
financial instruments, other than those with carrying
amounts that reasonably approximate to fair values, are as

follows:

TREE

Financial assets

R OEHRE P IR B EL

TR TRV ERATVERBR

rEBTRIECRBERATYE FRBERE
NYESEBEBHRINWT ¢

Carrying amounts Fair value
EBEE DNYE
30 June 31 December 30 June 31 December
2018 2017 2018 2017
8-\ B-TF IB-\& E2-CF
"B=+8 +—RA=1—08 B=+8 +-RA=1—08
(Unaudited) (Audited) (Unaudited) (Audited)
(REBE%) (FF==%) (RRBBE) (ie8)
US$’000 US$'000 US$’000 US$’000
FET ETT FETT 7T
Available-for-sale financial assets OHHESREE - 994 - 994
Financial asset at FVPL BNV ESt N Bm

LEHEE 229 - 229 -
Total ®5t 229 994 229 994

Management has assessed that the fair values of cash and
cash equivalents, trade receivables, financial assets
included in prepayments, deposits and other receivables,
trade payables, a loan from a former director and financial
liabilities included in accruals, provisions and other
payables approximate to their carrying amounts largely

due to the short term maturities of these instruments.

EEETOREARESEES BRESRK
R SFABRNRE - REREMBNRECE
MEE BUEZEREMR RE—IBRIESE
R LRSTARSIER « BB REMETRE
LEMBEBENYE  WREKEEHES R
KI2E EBRZS TR HRBEAH -

EOBR = NEDHES O
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21. FAIR VALUE AND FAIR VALUE HIERARCHY OF 21. TSRTAECAYERAYERRK =)
FINANCIAL INSTRUMENTS (continued)

The following tables illustrate the fair value measurement

hierarchy of the Group’s financial instruments:

Assets measured at fair values:

As at 30 June 2018 (Unaudited)

TR AEEZM T E AV ESBER

BN HESIECEE ¢
RIB-N\ERB=+8 KEsEK)
Fair value measurement using

RAUTSRET AV ESE

Quoted prices Significant Significant

in active observable  unobservable

markets inputs inputs
(Level 1) (Level 2) (Level 3) Total

RERETDE SATHE SBAFTHE

LBE BAE BAE
(E—) (@) (B=R) =E1)
US$’000 US$’000 US$’000 US$’000
FET FET F=E7T FET

Financial asset at FVPL BV ESt B

L ERBE 229 - - 229

As at 31 December 2017 (Audited)

RECS—THEI—RA=1T—B8G(E&&)

Fair value measurement using

AU TSRES AT ESE

Available-for-sale financial asset

Quoted prices Significant Significant
in active observable  unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
RGBS BATHR SAATHER
RE WAE BAE
(B—BE) =) (%5=R) B&t
US$'000 US$'000 US$'000 US$’000
E7 ET E7T =T
229 765 - 994
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21.

22.

Notes to Condensed Consolidated Interim Financial Statements

FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS (continued)

The fair values of the available-for-sale financial assets
and financial asset at FVPL are determined with reference
to the observable transaction prices and the quoted
market prices.

During the period, there were no transfers of fair value
measurements between Level 1 and Level 2 and no
transfers into or out of Level 3 (31 December 2017: Nil).

The Group did not have any financial liabilities measured
at fair value as at 30 June 2018 and 31 December 2017.

APPROVAL OF THE INTERIM FINANCIAL REPORT
These condensed consolidated interim financial statements
were approved and authorised for issue by the Board of
the Company on 24 August 2018.

21.

22,

R OEHRE P IR B EL

ERTECAVYERAVERER &)

B E—EBRE_EBBEUEQAVESSELZ
BE - NESREREREE=—E(CF—TF
+-B=+—8:#) -

RIE-N\FRBA=tBR_E—CF+_H
=+—8 AEBUWETORAYEFECLE
EI=TE

m%%ﬁwizmﬁ
ANTESEE
RS SERRS

—/\EFENB_+a#H
PRI PR -

\—‘ID

BURR 5/ \EPHRE
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Management Discussion and Analysis

BT m R DT

Business Review

Overview

This is the first interim results since the Company changed its
financial year end date from 30 April to 31 December starting
from the financial year 2017 to align with the financial year of
its PRC operating subsidiaries. Therefore, the current financial
period covers a period of six months from 1 January 2018 to 30
June 2018 which may not be entirely comparable with last
year’s results covering a period of six months from 1 May 2017
to 31 October 2017.

During the period under review, the Group managed to achieve
a revenue of approximately US$58.2 million (six months ended
31 October 2017: approximately US$59.4 million). The
recognised revenue of its trading and supply chain management
services, which is its main revenue contributor, slipped slightly
due to the decline in business under a difficult business
environment. The online social platforms acquired in 2017
achieved an increase of approximately 111.3% in revenue,
contributing approximately US$20.6 million of revenue to the
Group.

Gross profit decreased by approximately 8.6% to approximately
US$13.5 million for the six months ended 30 June 2018 (six
months ended 31 October 2017: approximately US$14.8
million), of which approximately US$4.4 million (six months
ended 31 October 2017: approximately US$3.1 million) was

contributed by the operation of online social platforms.

The operating expenses for the six months ended 30 June 2018
amounted to approximately US$17 million (six months ended
31 October 2017: approximately US$16.6 million). The
increase was mainly attributable to the increase in operating
expenses in relation to the operation of online social platforms
business. This is mainly because the Group completed the
acquisition of the online social platforms business on 1 June
2017. Therefore, the business only covered operating expenses
of five months for the corresponding period last year, whereas
this financial period includes operating expenses over six

months.
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FHOR
e
REAPEZENNBAICHRFERF B K
NIAB_F-CHREERELYREEFEEDBUA
=TBEIR+R=1T—08 SRELEHPHX
& Bt APBHB (BB _5—/"\F—B—8
“E-N\ERB=1TBLTEBR) RLTUTE
EFEBRBEES-—CFAR—BEIE—THE+HR
=+—BIEEBR) EBIFLR -

ROBEH#HRA - AEBEFHFSINEKD58,200,00037T (&
T E—TE+/A=1+—8I17EA : 959,400,000
70) AEBNERINGRE S RILERSER

FOVERUN R N - RRREFDHRENESD

BEMER - AEBR_S—TCHERBNBLHRE

BHREBHNIMNI%NNNRZIBE RAEBERN

20,600,000 3=7CBIM & ©

BE_E—/\EAA=TBIEA  EFNTHEN
8.6%% %913,500,000= T (#ZE _S—CTF+ 3
=+—BIERER: £14,800,000%E75T) - HPK
4,400,000 =T REEE M EMIR B (BE_S—T
F+E=+—8B1/X@S : ¥93,100,000%7T) °

BHE_EZE—/\FEAB=1TO0LAEENKEER:N
17,000,0003T0 (B2 _E—CE+B=+—B1/<
B4 : #916,600,00057T) « B E2RELEHE -
TR BEEWLESREIZI - BRAEER_Z
—TCERB— B RRMBR LMY E% - @it
FEBREITAHEAFRBERENCERESZ » MIRA
FEHABAIBEEREER: -



Loss for the six months ended 30 June 2018 narrowed to
approximately US$11.3 million (six months ended 31 October
2017: approximately US$73.4 million). The loss included non-
cash impairment loss on goodwill and amortisation of
intangible assets of approximately US$9.7 million and
approximately US$6.8 million, respectively (six months ended
31 October 2017: non-cash impairment losses on goodwill of
approximately US$73.1 million and amortisation of intangible
assets of approximately US$5.4 million, respectively). Excluding
the non-cash impairment loss on goodwill and amortisation of
intangible assets, net of deferred tax credit of approximately
US$1.7 million (six months ended 31 October 2017:
approximately US$1.4 million), the Group’s profit for the
period under review would have been approximately US$3.5
million, representing a decrease of approximately 5.4% as
compared with a profit of approximately US$3.7 million for the
six months ended 31 October 2017.

Segmental Analysis

Operating Segmentation

The Group’s business comprises three operating segments: (i)
trading and supply chain management services; (ii) operation of

online social platforms; and (iii) money lending business.

(i)  Trading and supply chain management services
During the period under review, revenue for trading and
supply chain management services was approximately
US$37.7 million (six months ended 31 October 2017:
approximately US$49.6 million), representing approximately
64.7% of the Group’s total revenue.

Shipment value for trading and supply chain management
services was approximately US$90.9 million (six months
ended 31 October 2017: approximately US$110.8
million). The lowered shipments against the six months
ended 31 October 2017 were partly due to the decline in

business under the difficult business environment.

BE = /\FABE=THIL/NEBCBEENEEN
11,300 oooxm(@E_*’fth+%:+fE|¢/\
B8 : ¥973,400,00037T) - BEAGEEEZHEIFR
LREBERREEREDRIK09,700,0003TT K&
#96,800,000E=TT (B2 _E—TCHFE+BE=+—8I
BEE : BEFRESREGEREBEEEZEDBIN
73,100,000 7T & £95,400,000E 7T ) » MRBEIE
REEGCBREVEE#Y  IRELCRBERN
1,700,000ETC (B2 _S—TCHF+B=+—01E
A : #91,400,0002£7T) - AEEROEEHA B K
73,500,000 REE_S—TCHE+E=1+—0
LE/MBRZ &Y 3,700,000 =70 RD K0 5.4% o

Varchaliy

EHE

AEBZEBOR_BREEDE : () B2 RHEEE
IBARZE ¢ (i) IS LAY S M (i) BFREF o

()  EBZREEREIERS
ROBHRA B2 REEREIERITEOWEK
37,700,000 (BE _E—CFE+RE=+—
B1E7XB S : £J49,600,000%E7T) @ EAEH
BRI 64.7% ©

%E&L\,_\iLmﬁﬂﬁf&B'JﬁEE% B
90,900,000 (HE_S—TCF+/8=+—
BIE/EBS : 110,800, 0007JL:>  ABELEE
—tCEF+R=+—BLEENTEER

AP ERRRERNDERANSHRIEMN
EUZE o

_E%
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The shipment value for provision of services and shipment
value of trading of merchandise accounted for
approximately 64.5% and 35.5% of the Group’s total
shipment value respectively (six months ended 31
October 2017: approximately 60.9% and 39.1%
respectively).

Geographical Analysis

REBBONESRERSRNESZNESR
EDBMOAEBVEERIEN64.5%K35.5%
(HECE-—CETR=+-BLNER: 53l
%960.9% £39.1%) °

B HT

Shipment value

VESERE
For the six months ended
BEMUTBHLRER

30 June 31 October
2018 2017
“EB-N\FE = e
"B=+8 +/5=+—086
(Unaudited) (Unaudited)
(RAEE#) (RIS )
US$’ million US$’ million
EEESm EEEm
North America JLZEM 44.2 55.3
Europe BN 21.9 25.1
Others Hih 24.8 30.4
Total &5t 90.9 110.8

Shipments to North America were approximately US$44.2
million, contributing approximately 48.6% of the total
shipment value.

Shipments to Europe were approximately US$21.9 million
and accounted for approximately 24.1% of the total
shipment value.

Shipments grouped under “Others”, comprising mainly
shipments to the southern hemisphere represented
approximately 27.3% of the total shipment value.
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(ii) ~ Operation of online social platforms

On 1 June 2017, the Group acquired the entire issued
share capital of Loovee Holdings Inc. (“Loovee”). Loovee,
through its subsidiaries, is principally engaged in the
operation of online social platforms. Its products mainly
comprise mobile applications, thereby providing various
online social and entertainment services to a large
number of individual users in the PRC. The segment
revenue increased by 111.3% to approximately US$20.6
million (six months ended 31 October 2017: approximately
US$9.7 million), contributing around 35.3% of the
Group’s total revenue.

(iii) Money lending business
There was no loan granted or no new borrower during the
period under review (six months ended 31 October 2017:
revenue of approximately US$95,000).

Impairment Loss on Goodwill

During the six months ended 30 June 2018, the Group
recognised an impairment loss of US$9,700,000 in connection
with the goodwill allocated to the trading and supply chain
management services (six months ended 31 October 2017:
impairment losses of US$13,600,000, US$59,458,000 and
US$40,000 in connection with the goodwill allocated to trading
and supply chain management services, operation of online
social platforms and others, respectively). The businesses of
certain Group’s customers are being adversely affected by the
increasingly competitive and challenging business environment
in the trading and supply chain management services and the
management expects a future decline in revenue in the trading
and supply chain management services due to fewer orders
being placed by these customers.

The abovementioned impairment losses are recognised based
on the results of impairment tests for the goodwill using their
values in use in accordance with HKAS 36. Details of the

goodwill are set out in Note 11 of this interim report.

Management Discussion and Analysis

BEESmR DN

(i)  FEEWLMFE

RCE-—THENRE—B8  KREBIHE Loovee
Holdings Inc. ([Loovee |) Y2 Bl E & /TRA -
Loovee T B F BB R I LB LT HZE
¥ ERTEEEFUERREL  RPEEKX
BRIEHEADOB LM RIBRLIRTS - 91BN
f EFH111.3%2%020,600,000=70 (HE S
—TCE+B=+—81/@8 : 9,700,000
=ET0) B AEERUIEKY35.3% ©

(iii)  BNEH
ROBHATEREEERTHERA (B2
TE-—CETB=1t—BIEER: &N
95,000E7T) °

EEREER
BE_S-/\EAB=1+BLENERRN AEBTD
REEZRERBEERF < BERABBAELGE
9,700,000=Tc (HE _E—tCFE+E=+—0 1B
B ioEEESZREEEESIERS  CE@LTR
TakEMBHERESIED B/ 13,600,0005TT
59,458,0003E7T & 40,0003E7T) - BZ RIHEREIE
REECEFREFEFNERKBEL - EAEES
TEECERTDHFE  MEEEEE AL EFRR
RN B RS ERDM N

FHREGBEDRES BES5tEE 36 RAMRARE
REESIECEERENRGREDR - EESEZFH
B AP RS -
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Hong Kong Tax Case

As at the date of this interim report, the Group received
protective assessments amounting to approximately
HK$188,000,000 (equivalent to US$24,165,000) from the
Inland Revenue Department in Hong Kong (the “IRD”) in
respect of queries on the modus operandi of the Group and the
chargeability of the profits for the years of assessment from
2003/2004 to 2011/2012 (the “Case”). The Group has lodged
objections against the protective assessments. In addition, Tax
Reserve Certificates amounting to HK$5,250,000 (equivalent to
US$675,000) have been purchased by two subsidiaries of the
Company in pursuit of the holdover of tax demanded under the

protective assessments for these years.

The Group has submitted a settlement proposal as part of a
negotiation with the IRD in relation to the Case in April 2015.
Subsequent to the submission to the IRD with the assistance of
an external tax specialist, the Group kept a close dialogue with
the IRD and understood that the IRD has required additional
evidence from the Group to further assess the tax position. As
at the date of this interim report, the Case was still under
negotiation with the IRD. Despite the unknown outcome, the
Group is of the view that sufficient tax provisions have been
made in the financial statements based on the information

available.

Financial Review

Financial Resources and Liquidity

The Group’s financial position remained healthy with cash and
cash equivalents of approximately US$14.3 million as at 30
June 2018 (31 December 2017: approximately US$13.3
million). In addition, the Group had total banking facilities of
approximately US$10.3 million including borrowing facilities
of approximately US$0.1 million as at 30 June 2018 (31
December 2017: approximately US$10.3 million and US$0.1
million, respectively).

The Group had a current ratio of approximately 1.2 and a
gearing ratio of zero, based on no interest-bearing borrowings
and total equity of approximately US$98.3 million as at 30 June
2018. There has not been any material change in the Group's
borrowings since 30 June 2018.
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As at 30 June 2018, trade receivables amounted to approximately
US$10.8 million (31 December 2017: approximately US$8.6
million), which comprised approximately US$9.2 million (31
December 2017: approximately US$8 million) from the trading
and supply chain management services business and approximately
US$1.6 million (31 December 2017: approximately US$0.6
million) from the operation of online social platforms business.

Gross trade receivables aged over 90 days which amounted to
approximately US$1 million (31 December 2017:
approximately US$1.5 million) related to trading and supply
chain management services business, are being carefully
monitored by the management and sufficient provision has
been made.

The Group’s net asset value recorded was approximately
US$98.3 million as at 30 June 2018 (31 December 2017:
approximately US$111.5 million).

The majority of the Group’s transactions during the period
under review were denominated in US dollars, Hong Kong
dollars and Renminbi. To minimise foreign exchange risks,
sales and purchases are generally transacted in the same
currency.

As at 30 June 2018, the Group had no material contingent
liabilities or guarantees, or charges on any Group assets.

Remuneration Policy and Staff Development Scheme

As at 30 June 2018, the Group had 395 employees (as at 31
December 2017: 400). Total staff costs for the period under
review amounted to approximately US$7.8 million (six months
ended 31 October 2017: approximately US$7.6 million).

The Group offers competitive remuneration schemes to its
employees based on industry practice, and the performance of
the individual employee and that of the Group. In addition, the
Company has adopted a share option scheme for eligible
persons and discretionary bonuses are payable to staff based on
his or her individual performance and that of the Group as a
whole.

Significant Investments, Material Acquisitions or Disposals
During the six months ended 30 June 2018, the Group did not
have any significant investments, material acquisitions or
disposals.

Management Discussion and Analysis
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Management Discussion and Analysis

EERESHR DN

Events after the Reporting Period
There have been no material event occurring after the reporting
period and up to the date of this interim report.

Prospects

Looking ahead, the management expects the business
environment for trading and supply chain management services
will remain challenging in the second half year in view of the
commencement of the China-US trade war, ongoing
uncertainties over the international trade environment and
greater market transparency resulting from the rise of the
Internet. However, there are always opportunities amid
challenges. With an operating history that stretches over half a
century in the trading and supply chain management services
industry, the Group has encountered many economic cycles
and different challenges yet it has always prevailed, which can
be attributed to the Group’s ability to adapt to change and keep
abreast of the times. The Group therefore remains confident
that its business will realise sustainable development in the

future.

The Group will continue to expand its product offerings and
provide more comprehensive value-added services in order to
fortify its ties with key customers and to become the preferred
partner of these customers. The Group will also make further
and optimal use of information technologies to enhance
operational efficiency and introduce positive changes to its

operations.

Apart from bringing earth-shattering changes to traditional
industries, the rise of the Internet has also led to the emergence
of new economies, including the operation of online social
platforms business in the PRC which the Group introduced last
year. To seize on the immense potential presented by the
industry, in addition to major cities, the Group will continue to
explore third and fourth-tier municipal markets to broaden its
user base as well as strive to meet users’ demand for a new

social networking and entertainment experience.

The Group will continue to develop its two major businesses
and look for suitable acquisition and investment opportunities
in its bid to allocate resources to projects with promising
development potential so as to create optimum returns for its

shareholders.
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General Information
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CONTRACTUAL ARRANGEMENTS

Loovee, through Loovee Science and Technology Development
Co., Ltd* (RN L MR B 3 A R A Fl) (the “OPCO”) and its
subsidiarles (the “OPCO Group”), is prlnC|pal|y engaged in the
development and operation of online social platforms. The OPCO is
a limited liability company established under the laws of the PRC
and is owned as to 80% by Mr. LI Feng* (Z2$%) and 20% by Mr. LIAO
Guoxin* (B EI#T), equity owners of the OPCO nominated by the
Company (the “VIE Equity Owners”).

On 24 April 2017, Loovee Science and Technology (Shenzhen)
Co., Ltd* (R KZRINBRAT
under the laws of the PRC and an indirect wholly-owned
subsidiary of Loovee (the “WFOE"), the OPCO and the VIE Equity

Owners entered into certain structured contracts namely, the

), a company established

Exclusive Technology Consulting and Services Agreement, the
Business Operation Agreement, the Exclusive Call Option
Agreement, the Equity Interest Pledge Agreements, the Powers of
Attorney, the Commitment Letters and the Spousal Consent Letters
(collectively, the “VIE Contracts™) to enable the financial results,
the entire economic benefits and the risks of the business of the
OPCO to flow onto the WFOE and to enable the WFOE to gain

control over the OPCO (the “Contractual Arrangements”).

Financial contribution of the OPCO Group to the Group

The aggregate revenues of the OPCO Group that were
attributable to the Group through VIE Contracts amounted to
approximately US$20,551,000 for the period from 1 January
2018 to 30 June 2018. As at 30 June 2018, the net assets
attributable to the OPCO Group were approximately
US$4,446,000.

*  For identification purpose only
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CONTRACTUAL ARRANGEMENTS (continued)

Reasons for the Contractual Arrangements

According to the The Guidance Catalogue of Industries for
Foreign Investment (2017 Amended)* (/MR & E X185 B &
(20174F1&3]))) (the “Catalogue”), value-added telecommunications
service business is restricted for foreign investors and foreign
ownership in such business (except e-commerce) cannot exceed
50%, and in particular, internet cultural business (except for
music) is prohibited for foreign investors.

The OPCO Group is principally engaged in the development
and operation of online social platforms which is considered to
be engaged in the provision of value-added telecommunications
services and the internet cultural business, a restricted and
prohibited business respectively for foreign investors pursuant to
the Catalogue. As the Company and its subsidiaries also do not
possess the required qualifications, Loovee as a foreign investor
cannot directly or indirectly hold the equity interest in the OPCO.

In order to comply with the applicable PRC laws and
regulations, the WFOE, the OPCO and the VIE Equity Owners
entered into the VIE Contracts to enable the financial results,
the entire economic benefits and the risks of the business of the
OPCO to flow onto the WFOE and to enable the WFOE to gain
control over the OPCO.

Summary of the major terms of the VIE Contracts

The following sets out the principal terms of the VIE Contracts,
which were in place during the six months ended 30 June
2018:

1. The Exclusive Technology Consulting and Services
Agreement was entered into between the WFOE and the
OPCO for an initial term of 10 years from the date of
execution (which may be extended at the sole discretion
of the WFOE), pursuant to which the WFOE has the
exclusive rights to provide the OPCO with consulting
services at a service fee that equal to 100% of the net
profit of the OPCO after deducting taxes, costs and
expenses incurred during the course of business.

*  For identification purpose only
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CONTRACTUAL ARRANGEMENTS (continued)
Summary of the major terms of the VIE Contracts (continued)

2.

The Business Operation Agreement was entered into between
the WFOE, the OPCO and VIE Equity Owners for an initial
term of 10 years from the date of execution (which may be
extended at the sole discretion of the WFOE) pursuant to
which the VIE Equity Owners agree that, without the prior
written consent from the WFOE, the OPCO would not enter
into any transaction or perform any act that could materially
affect its assets, businesses, personnels, undertakings, rights or
operations. The VIE Equity Owners also agree (i) to vote for or
appoint nominees designated by the WFOE to serve as the
directors, chairman, general managers, financial controllers
and other senior managers of the OPCO; (ii) to accept and
implement proposals set forth by the WFOE regarding
employment, day-to-day business operations and financial
management; and (iii) to unconditionally transfer any dividend
or other interest declared by the OPCO to the WFOE.

The Exclusive Call Option Agreement was entered into by
the WFOE, the OPCO and the VIE Equity Owners which
shall remain effective until all the equity interests in the
OPCO held by the VIE Equity Owners are transferred or
assigned to the WFOE or its designated party. Pursuant to
the Exclusive Call Option Agreement, the VIE Equity
Owners unconditionally and irrevocably grant the WFOE
an irrevocable and exclusive option to purchase or
designate one or more persons to purchase, to the extent
permitted under the relevant PRC laws and regulations, all
or part of their equity interests in the OPCO at the total
purchase price of RMB10,000 for 100% of the equity
interests, or 1% of the evaluation price or the minimum
price permitted by the then applicable PRC laws (if
evaluation is required).

The OPCO also grants the WFOE an irrevocable and
exclusive option to purchase or designate another party to
purchase, to the extent permitted under the relevant PRC
laws and regulations, any or all of the assets owned by
the OPCO (including its equity interest in Leyi Science
CRYITREBEMEERAT)) at

the lower of (i) the book value; and (ii) the minimum price

and Technology Co. Ltd.*

permitted by the then applicable PRC laws.

*  For identification purpose only
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CONTRACTUAL ARRANGEMENTS (continued)
Summary of the major terms of the VIE Contracts (continued)

4.

The Equity Interest Pledge Agreement was entered into by
the WFOE (as pledgee) and the VIE Equity Owners (as
pledgers) which will be effective on the date when the
pledge of the equity interests in the OPCO is registered on
the register of members of the OPCO and shall remain
binding until the VIE Equity Owners discharge all their
obligations under the Contractual Arrangements or
termination of the VIE Contracts (other than the Equity
Interest Pledge Agreement).

Pursuant to the Equity Interest Pledge Agreement, the VIE
Equity Owners agree to pledge all of their equity interests
in the OPCO (including any equity interest subsequently
acquired or subscribed) to the WFOE to guarantee the
performance by the OPCO and the VIE Equity Owners of
their respective obligations under the Contractual

Arrangements.

The Powers of Attorney was entered into by the VIE Equity
Owners for an initial term of 10 years from the date of
execution (which may be extended at the discretion of
WEFOE). Pursuant to the Powers of Attorney, each of the
VIE Equity Owners irrevocably appoints the WFOE as
their attorney-in-fact to act for all matters pertaining to the
OPCO and to exercise all of their rights as shareholders of
the OPCO.
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CONTRACTUAL ARRANGEMENTS (continued)
Summary of the major terms of the VIE Contracts (continued)

6. The Commitment Letters were entered into by the VIE

Equity Owners pursuant to which the VIE Equity Owners

irrevocably undertake that:

(i)

(ii)

(iii)

(iv)

for whatever reason the equity interests in the
OPCO are transferred or inherited to other person(s)
(including but not limited to bankruptcy, divorce or
death of the VIE Equity Owners), such transferee(s)
or successor(s) shall be legally bound by the VIE
Contracts (as appropriate) and such transfer or
inheritance or other relevant arrangement shall not
contravene the VIE Contracts unless with the prior
written consent from the WFOE;

all the equity interests held in the OPCO shall not
form part of their matrimonial property and all
decisions made by them in the OPCO shall not be
affected by their spouses;

they shall not, whether directly or indirectly through
any other person or entity, participate in, carry out,
acquire or hold any interest in any business which is
or may be in competition with the OPCO or its
related companies, and shall not do anything which
gives rise to any conflict of interest between them
and the WFOE;

they shall transfer any assets of the OPCO obtained
as a result of the liquidation of the OPCO to the
WFOE at nil consideration or the lowest price
permitted by the applicable laws; and

they shall unconditionally return any proceeds
received as a result of the exercise of the option
under the Exclusive Call Option Agreement to the
WEFOE or its designated party.
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CONTRACTUAL ARRANGEMENTS (continued)
Summary of the major terms of the VIE Contracts (continued)

7.

The Spousal Consent Letters were entered into by the

spouses of the VIE Equity Owners (the spouse of each of

the VIE Equity Owners executed a Spousal Consent Letter

separately). The spouse of each of the VIE Equity Owners

irrevocably agrees that:

(i)

(ii)

(iii)

(iv)

all the equity interests held by the VIE Equity
Owners in the OPCO and all the benefits generated
from these equity interests do not form part of their
matrimonial property;

all the benefits generated from the equity interests in
the OPCO belong to the VIE Equity Owners and can
be dealt with in any way by the VIE Equity Owners
without the consent of their spouses;

the VIE Equity Owners may execute any supplemental
document to the relevant VIE Contracts without the
signature, confirmation, consent and approval from
their spouses; and

they shall be bound by the relevant VIE Contracts in
the event that they obtain any equity interest in the
OPCO held by the VIE Equity Owners for any

reason.

Risks associated with the Contractual Arrangements and

actions taken by the Company to mitigate the risks

The following are risks associated with the Contractual

Arrangements. Further details of the risks were set out in the
circular of the Company dated 28 April 2017.

The PRC government may determine that the VIE

Contracts do not comply with applicable regulations

The VIE Contracts may not be as effective as direct

ownership in providing control over the OPCO

The VIE Equity Owners may potentially have potential

conflicts of interest with the Group
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CONTRACTUAL ARRANGEMENTS (continued)

Risks associated with the Contractual Arrangements and

actions taken by the Company to mitigate the risks (continued)

- Certain provisions in the VIE Contracts may not be
enforceable under the PRC laws

- The Contractual Arrangement under the VIE Contracts
may be subject to the scrutiny of the PRC tax authorities
and additional tax may be imposed

—  The Group does not have any insurance which covers the
risks relating to the VIE Contracts and the transactions
contemplated thereunder

- WEFOE’s ability to acquire the equity interests in the
OPCO may be subject to various limitations and
substantial costs

- Economic risks the WFOE bears as the primary beneficiary
of the OPCO, financial support to the OPCO and
potential exposure of Loovee to losses

- Uncertainty to the Group when the foreign ownership
restriction in value-added telecommunications services is

relaxed

In order to mitigate the risks of the Contractual Arrangements,
the Company had adopted a series of internal control measures
including, among others, appointing an executive director or
senior management to the board of the OPCO (the “Responsible
Director”) to enforce all management controls of the OPCO. As
at the date of this interim report, Mr. LI Feng* (35§%) has been
appointed as the Responsible Director and he had conducted
regular site visits to the OPCO and conducted interviews with
the relevant senior management of the OPCO every six months
and submitted the interview notes to the designated Director of
the Board.

*  For identification purpose only
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CONTRACTUAL ARRANGEMENTS (continued)

Risks associated with the Contractual Arrangements and
actions taken by the Company to mitigate the risks (continued)
The Responsible Director will also consult the Company’s PRC
legal adviser (the “PRC Legal Adviser”) from time to time to
check if there are any legal developments in the PRC affecting
the arrangement contemplated under the VIE Contracts, and
immediately report to the designated Director of the Board
thereafter so as to allow the Board to determine if any
modification or amendment are required to be made.

Requirements related to Contractual Arrangements (other than

relevant foreign ownership restrictions)

1. As advised by the PRC Legal Adviser, the VIE Contracts
do not violate mandatory provisions of laws and
regulations of validity nature, including those applicable
to the business of the WFOE and the OPCO, and the
articles of association of the WFOE and the OPCO. The
VIE Contracts are legally binding on each relevant party
to the VIE Contracts and shall not be deemed as
“concealing illegal intentions with a lawful form” and
void under the PRC contract law. The GAAP’s Notice 13
prohibits foreign investors from using any agreements or
contractual agreements to gain control of or operate an
online game business in the PRC. Taking into account that
details of the implementation and the scope for execution
of the GAAP’s Notice 13 have not yet been issued by the
relevant authorities and based on confirmations by the
relevant authorities in the interviews with the same, the
PRC Legal Adviser is of the view that the VIE Contracts
would not constitute a violation of the GAAP’s Notice 13.
The WFOE had not encountered any interference or
encumbrance from any governing bodies in operating its
business through the OPCO under the VIE Contracts.
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CONTRACTUAL ARRANGEMENTS (continued)
Requirements related to Contractual Arrangements (other than
relevant foreign ownership restrictions) (continued)

2. The VIE Contracts are governed by and will be constructed
in accordance with the PRC laws and contain a provision
for resolving disputes by arbitration at South China
International Economic and Trade Arbitration Commission*
(EMBERKCEESMHEEE) in accordance with its
arbitration rules. The VIE Contracts provide that the
arbitration tribunal may award remedies over the equity
interests or assets of the OPCO, injunctive relief (e.g. for the
conduct of business or to compel the transfer of assets) or
order the winding up of the OPCO. The VIE Contracts also
include a clause in relation to dispute resolution among the
parties where, when awaiting the formation of the
arbitration tribunal or otherwise under appropriate
conditions, the parties thereto may seek temporary
injunctive relief or other temporary remedies from the
courts in Hong Kong, Bermuda, the PRC and the locations
where the principal assets of the Company or the OPCO are
located. However, the PRC Legal Adviser is of the view that
pursuant to the PRC laws, the arbitration tribunal may have
no power to grant the aforementioned remedies or
injunctive relief or to order the winding up of the OPCO. In
addition, even though the VIE Contracts provide that
overseas courts (e.g. courts in Hong Kong and Bermuda)
shall have the power to grant certain relief or remedies,
such relief or remedies may not be recognised or enforced
under the PRC laws.

*
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CONTRACTUAL ARRANGEMENTS (continued)

The Subject Persons Undertaking

Each of Mr. ZHOU Xijian, Mr. ZHANG Qi and Mr. ZHOU
Congwei (collectively, the “Subject Persons”) has undertaken to
the Company that (the “Subject Persons Undertaking”), after
completion:

(i) he shall maintain his PRC nationality so as to be qualified
as a “PRC investor”; and

(i) he shall only dispose of any of his interest in the shares, if:

(a) after such disposal, the Company shall still be
considered as “controlled” by “PRC investors”;

(b)  all the other Subject Persons have given their written
consent to such disposal; and

(c)  where the disposal would result in the Subject
Persons together holding not more than 50% voting
rights in the Company, the transferee in such a
disposal must:

(1) bea “PRC investor”; and

(2)  provide the same undertaking to the Company
as the Subject Persons did.

Prior to such disposal, the Subject Persons must
demonstrate to the satisfaction of the Company and the
Stock Exchange that the Company shall remain
“controlled” by “PRC investors” after such disposal.

The aforesaid undertakings were made to the Company solely
for the purpose of complying with the relevant foreign
investment laws and related laws applicable to the Group from
time to time in connection with domestic investment and shall
remain effective until compliance with the relevant foreign
investment laws and related laws is not required and shall only
terminate subject to the approval of the Company and that the
Subject Persons can demonstrate to the satisfaction of the
Company and the Stock Exchange that the Group is no longer
required to comply with the relevant foreign investment laws
and related laws in relation to domestic investment.
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CONTRACTUAL ARRANGEMENTS (continued)
The Subject Persons Undertaking (continued)

Each of the Subject Persons confirmed to the Company that

they have complied with the undertaking for the period from

the completion of acquisition, up to and until 30 June 2018.

The Company’s Undertaking

The Company has undertaken to the Stock Exchange (the

“Company’s Undertaking”) that:

1.

the Company shall at all times enforce the letters of
undertakings provided by the Subject Persons; and

save for any issue of new shares pursuant to the exercise
of any Share Options, the Company shall not issue any
new shares to any person(s) who are not the Subject
Persons, whether pursuant to the specific mandate and/or
the general mandate from the Shareholders, unless the
following conditions are satisfied: (i) the aggregate
shareholdings of all the Subject Persons would represent
not less than 50% (or such other percentage shareholding
in the Company as required by applicable PRC laws and
regulations from time to time as confirmed in writing by
the Company’s PRC Legal Adviser to ensure “control” of
the Company as defined in and for the purpose of the
draft PRC Foreign Investment Law* ({7 2 A R £ A B &)
Bl &R (BEREKE RR))) and the Explanation on the
draft PRC Foreign Investment Law* (BER (FPEE AR A
BSNEIE R (ERE KRB RR)) #IEA)) (collectively,
the “Draft Law”) so that the VIE Contracts continue to be
in full force and effect) of the enlarged issued share
capital of the Company, assuming all Share Options have
been fully exercised, upon completion of such issue of
shares; and (ii) the Stock Exchange has confirmed in
writing that it has no objection to the proposed issue of
shares. If so requested by the Stock Exchange, the
Company shall provide to the Stock Exchange a legal
opinion issued by a PRC Legal Adviser for its assessment
of the implications (if any) of the proposed issue of shares
under the Draft Law.
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CONTRACTUAL ARRANGEMENTS (continued)

The Company’s Undertaking (continued)

The Company’s Undertaking shall continue in full force and
effect unless and until the Company is no longer required to
comply with the relevant PRC laws and regulations governing
the VIE Contracts and the Stock Exchange has given its written
consent for the termination of the Company’s Undertaking.

The Company confirmed that it has complied with the
Company’s Undertaking for the period from the completion of
acquisition, up to and until 30 June 2018.

MATERIAL CHANGES

Save as disclosed above, there has not been any material change in
the Contractual Arrangements and/or the circumstances under
which they were adopted for the six months ended 30 June
2018.

UNWINDING OF THE CONTRACTUAL ARRANGEMENTS
Pursuant to the relevant provisions of the VIE Contracts, the
WFOE has the right to unwind the VIE Contracts as soon as the
relevant PRC laws allow the WFOE to register itself as the
shareholder of the OPCO. The VIE Equity Owners have also
undertaken that in the event the relevant PRC laws allow the
WEFOE to operate the business of the OPCO without the VIE
Contracts in the future, they shall unwind the VIE Contracts and
return any consideration received if the WFOE or its designated
party acquires the equity interests in the OPCO from them.

Up to 30 June 2018, there has not been any unwinding of any
Contractual Arrangements, nor has there been any failure to
unwind any Contractual Arrangements when the restrictions
that led to the adoption of the Contractual Arrangements are

removed.
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SHARE OPTION

The Company adopted the 2011 Share Option Scheme pursuant
to an ordinary resolution passed at the annual general meeting
of the Company on 29 August 2011. The 2011 Share Option
Scheme will remain in force for a period of 10 years up to
2021. Under the 2011 Share Option Scheme, the Board or a
committee thereof may grant options (the “Share Options”) to
eligible persons to subscribe for shares in the Company at a
price per share of at least the higher of (i) the closing price of a
share as stated in the daily quotation sheets issued by the Stock
Exchange on the date of the offer of the relevant option; and (ii)
the average closing price of the shares as stated in the daily
quotation sheets issued by the Stock Exchange for the five
business days immediately preceding the date of offer, provided
that the exercise price shall in no event be less than the
nominal amount of one share. Written acceptance is required
on acceptance of the grant of options. The maximum number of
shares which may be issued upon the exercise of all outstanding
options granted under the 2011 Share Option Scheme and any
other scheme to be adopted by the Company from time to time
must not in aggregate exceed 30% of the share capital of the
Company in issue from time to time. The Company has no legal
or constructive obligation to repurchase or settle the Share
Options in cash.
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SHARE OPTION (continued) R
Details of movements for the six months ended 30 June 2018 in HE_E—/ \ENB=1THLENERBEREZHES =
the number of Share Options are set out below: EFBEHIWT -

Number of Share Option(s)
BREsB
Granted  Exercised  Cancelled/
from from  lapsed from
Outstanding ~ 1January ~ 1January  1January Outstanding

as at 2018 to 2018 to 2018 to as at
1 January 30 June 30 June 30 June 30 June  Date of grant Exercise period
Participant(s) 2018 2018 2018 2018 2018 (DD/MM/YY)  Exercise price (HK$) (DD/MM/YY)
= B =

E-\E B-\E B\E
#2 -P-HE -B-BE -RB-B% R
2N\ B\& B-N\E _BN\E IBNE

-B-B RB=tB RA=+B AR=1+B 7A=1tB8 KHEH fres
4RE HATE Bt e #HH/4M  WRGE (B/R/%) BE(ER) (8/8/%)
Consultants 7,500,000 - - - 7,500,000 06/11/2015 Three and one third 06/11/2015 —
(Note 1) (Note 2) (Note 2) (Note 2) 05/11/2018
B (i) (R5E2) (W&t2) =N=pK—
(t2)
Total 7,500,000 - - - 7,500,000
Notes: hE e
(1) None of the grantees under the 2011 Share Option Scheme is a Director, (1) BE_S——EBERESTEB TIRABARAATES 17
Chief Executive or substantial shareholder of the Company or their BRARNLZRFALIRSSSHEA(EEELHR
respective associates (as defined in the Listing Rules) of any of them. al) e
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SHARE OPTION (continued)

Notes: (continued)

(2) The subscription price of the outstanding Share Options and the shares to
be allotted and issued upon full exercise of the subscription rights
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attaching to the Share Options have been adjusted as a result of the share
consolidation and Share Subdivision effective on 27 September 2016 and

10 August 2017 respectively. Details of the adjustments made to the Share

Options are shown below:

Share Option granted on 6 November 2015
RES-AF+—RARBREZERE

Subscription price No. of shares to be

Share Consolidation on 27 September 2016
RES-ARENBT+TBEGTZRBEH

Adjusted Adjusted no. of

BREFDHEFERIWT

Share Subdivision on 10 August 2017
RES—CEN\B+BETZREFB

Adjusted Adjusted no. of

(per share) allotted and issued subscription price consolidated subscription price subdivided shares to
upon full exercise (per consolidated shares to be (per subdivided be allotted and
of the subscription share) allotted and issued share) issued upon full
rights attaching to upon full exercise exercise of the
the Share Options of the subscription subscription rights
rights attaching to attaching to the
the Share Options Share Options
BEE(ER) BREMNREREE (CRERBEE(ER BREFMNRERE CREREE(ER R RERE
EBEITEREE SR SHRD) FEITENRSE FHBRD) EEITERRSE
BRBITZRDY BREBIT TR BREBIT 2R
8 SHROHEB FBRDEE
HK$1 25,000,000 HK$10 2,500,000 Three and one third 7,500,000
1878 1087 HK dollar
31/,787T
(3)  The Share Options may only be exercised by the grantees if the average B)  ABRAEREBECTEBHALBEXOROHEMINEBER

closing price of the shares on the Stock Exchange stated in its daily
quotations sheets for the five business days immediate preceding the
exercise date exceeds HK$6.67 per share.

DIRECTORS’” INTERESTS IN SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY AND
ITS ASSOCIATED CORPORATIONS

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”) (Cap. 571, Laws
of Hong Kong)) as recorded in the register required to be kept
by the Company under section 352 of the SFO, or were
required, pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
as set out in Appendix 10 to the Listing Rules, to be notified to
the Company and the Stock Exchange, were as follows:
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DIRECTORS’ INTERESTS IN SHARES, UNDERLYING EBERALQLIREMEEEEZRD - HEKR

SHARES AND DEBENTURES OF THE COMPANY AND D REZFDP L =)

ITS ASSOCIATED CORPORATIONS (continued)

(@) Interests and short positions in the shares of the @ RAQNIREBEEECBRDDPZREBRK
Company and its associated corporations B

Approximate
percentage
shareholding in
the same class of

Number and class of securities as at
Name of Directors Capacity securities 30 June 2018
(Note 1) (Note 3)
RISE—/N\F
B=+8
ER\BESD
ESHS =1 BHEHERED 2 REGNE DL
(P&t 1) (P5E3)
The Company
Y. /N
ZHOU Xijian Interest of controlled 664,121,427 43.99%
BHER corporations (Note 2) ordinary shares
S EHEE R ERE]in
(ByEE2) (L)
YU Lei Beneficial owner 4,932,000 0.32%
REB BmHaA ordinary shares
ZBk
()
WONG Hing Lin, Dennis Beneficial owner 3,750,000 0.25%
BEF BmHaA ordinary shares
ZBk
(L)
WANG Arthur Minshiang Beneficial owner 390,000 0.03%
E5F BmHaA ordinary shares
ZBk

(L)

Associated corporation — Daohe Global Investment Holding Limited (“Daohe Global Investment”) (Note 2)

EREE — ENRNFRERRERAD ((BNRRRE]) (Mi5t2)

ZHOU Xijian Beneficial owner 8,000 80%
BER BmHaA ordinary shares
=]

(L
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DIRECTORS’ INTERESTS IN SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY AND
ITS ASSOCIATED CORPORATIONS (continued)

(@)

Interests and short positions in the shares of the

Company and its associated corporations (continued)
Notes:

(1) The letter “L” represents long position in the shares.
2) Of these shares, (i) Sino Remittance Holding Limited (“Sino
Remittance”) owned 512,250,000 shares, (ii) Fame City

Developments Limited (“Fame City”) owned 59,690,535 shares, (iii)
Oceanic Force Limited (“Oceanic Force”) owned 92,042,892
shares and (iv) Winning Port International Limited (“Winning Port”)
owned 138,000 shares. Each of Sino Remittance, Fame City,
Oceanic Force and Winning Port are wholly-owned subsidiaries of
Daohe Global Investment, which is in turn held by Mr. ZHOU
Xijian (Director of the Company) and Mr. ZHANG Qi, (former
director of the Company), as to 80% and 20% respectively. As
such, Mr. ZHOU Xijian was deemed to be interested in the shares
of the Company in which Sino Remittance, Fame City, Oceanic
Force and Winning Port were interested by virtue of the provisions
of Part XV of the SFO.

3) Calculated on the basis of 1,509,592,701 shares in issue as at 30
June 2018.

Save as disclosed in the foregoing, as at 30 June 2018,
none of the Directors or Chief Executive of the Company
or their respective close associates had any interests or
short positions in any share, 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 pursuant to
Section 352 of the SFO or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model
Code of the Listing Rules.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES
Save as disclosed above, at no time during the period under

review was the Company, or any of its holding companies,

fellow subsidiaries or subsidiaries a party to any arrangements

to enable the Directors (including their spouses and children

under 18 years of age) to acquire benefits by means of the

acquisition of shares in, or debentures of, the Company or any

other body corporate.
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INTERESTS AND SHORT POSITIONS OF SUBSTANTIAL
SHAREHOLDERS

As at 30 June 2018, the following Shareholders (other than the RTCE-NENRB=+8 TIEB(ARIEER
TBUREIRIN RAR T Rip RAABRDPHEE
LCARRTREE S RAERAEI36IREELE R
B KS -

TERBCEDBRKRE

Directors and Chief Executive of the Company) had interests or
short positions 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:

Approximate
percentage

Name of Number of shares of interests
substantial shareholders Capacity of the Company held in the Company
(Note 1) (Note 4)
FBEART REAQ Gz e
TERRIE B BirEE BRE DL
(BoEE) (Byet4)
Sino Remittance Beneficial owner 512,250,000 (L) 33.93%
HERE EmEEA
Oceanic Force Beneficial owner 92,042,892 (L) 6.10%
EmEEA
Daohe Global Investment Interest of controlled 664,121,427 (L) 43.99%
BURREE corporations (Note 2)
S EE B (EE2)
Legian Investment Limited Beneficial owner 178,875,000 (L) 11.85%
EmEEA
ZHOU Congwei Interest of controlled 178,875,000 (L) 11.85%
IR E corporation (Note 3)
A B s (WEE3)
TSANG Chun Ho, Anthony Beneficial owner 77,625,000 (L) 5.14%

BERE
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INTERESTS AND SHORT POSITIONS OF SUBSTANTIAL
SHAREHOLDERS (continued)

Notes:
(M The letter “L” represents long position in the shares.

2) Of these shares, (i) Sino Remittance owned 512,250,000 shares, (ii) Fame
City owned 59,690,535 shares, (iii) Oceanic Force owned 92,042,892
shares and (iv) Winning Port owned 138,000 shares. Each of Sino
Remittance, Fame City, Oceanic Force and Winning Port are wholly-
owned subsidiaries of Daohe Global Investment. As such, Daohe Global
Investment was deemed to be interested in the shares of the Company in
which Sino Remittance, Fame City, Oceanic Force and Winning Port were
interested by virtue of the provisions of Part XV of the SFO.

(3) Mr. ZHOU Congwei was deemed interested in the shares of the Company
held by Leqgian Investment Limited, a company wholly-owned by Mr.
ZHOU Congwei by virtue of the provisions of Part XV of the SFO.

(4) Calculated on the basis of 1,509,592,701 shares in issue as at 30 June
2018.

Save as disclosed above, as at 30 June 2018, the Company had
not been notified of any interests or short positions in the shares
and underlying shares of the Company which are required to
be recorded in the register required to be kept by the Company
under section 336 of the SFO.

INTERIM DIVIDEND

The Board has resolved not to declare the payment of any
interim dividend for the six months ended 30 June 2018 (31
October 2017: Nil).

PURCHASE, SALE OR REDEMPTION OF SHARES

During the six months ended 30 June 2018, neither the
Company nor any of its subsidiaries purchased, sold or
redeemed any listed securities of the Company.
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AUDIT COMMITTEE

The Audit Committee has reviewed the accounting policies
adopted by the Group including review of the unaudited
condensed consolidated interim financial information of the
Group for the six months ended 30 June 2018. Such condensed
consolidated interim financial information has not been audited
but has been reviewed by the Company’s independent auditor.

CORPORATE GOVERNANCE

The Company has complied with all the applicable code
provisions of the Corporate Governance Code (the “CG Code”)
as set out in Appendix 14 to the Listing Rules throughout the six
months ended 30 June 2018, save for the deviation as described
below:

Code Provision E.1.2 of the CG Code requires the Chairman of
the Board to attend the annual general meeting held on 31 May
2018 (the “2018 AGM”). Due to other business commitments,
Mr. ZHOU Xijian was not able to attend the 2018 AGM. Mr.
HO Chi Kin, an Executive Director and the Chief Financial
Officer of the Company, acted as the Chairman of the 2018
AGM to ensure an effective communication with the
Shareholders.

UPDATE ON DIRECTOR’S INFORMATION PURSUANT
TO RULE 13.51B (1) OF THE LISTING RULES

Subsequent to the publication of the 2017 annual report for the
eight months ended 31 December 2017, Mr. LAU Shu Yan has
been re-designated as the chairman of the audit committee of
Shenzhen Mingwah Aohan High Technology Corporation
Limited* (RIITHBHEREN KRN BRA D)
8301) with effect from 3 July 2018, and the shares of which are
listed on the Stock Exchange.

(stock code:

Save as disclosed above, the Company is not aware of any
other information which is required to be disclosed in this
interim report pursuant to Rule 13.51B(1) of the Listing Rules.

* For identification purpose only
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MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code set out in Appendix
10 to the Listing Rules as its model code for securities
transactions by the Directors. The Company, having made
specific enquiries, obtained confirmations from all the Directors
that they have complied with the required standards set out in
the Model Code throughout the six months ended 30 June
2018.

The Company has also established written guidelines on no less
exacting terms than the Model Code (the “Employees Written
Guidelines”) for securities transactions by relevant employees
who are likely to possess unpublished inside information in
relation to the Company or its securities. No incident of non-
compliance of the Employees Written Guidelines by the
relevant employees was noted by the Company throughout the
six months ended 30 June 2018.

By Order of the Board

ZHOU Xijian

Chairman and Non-executive Director

Hong Kong, 24 August 2018
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Corporate Information
NYEHR

NON-EXECUTIVE DIRECTOR FFNITES
ZHOU Xijian (Chairman) B (FE)
EXECUTIVE DIRECTORS WITES
YU Lei (Chief Executive Officer) (appointed on 1 January 2018) R (1TERHZ) (IR _ZF—/\F—F—HEZE)
WONG Hing Lin, Dennis (President) BEF (BH)
HO Chi Kin (Chief Financial Officer) OMER (5
(appointed on 13 February 2018) (RZE—/\F_F+=0#&ZF)
INDEPENDENT NON-EXECUTIVE DIRECTORS BUFNTES
WANG Arthur Minshiang EauF
LAU Shu Yan 2=
ZHANG Huijun REE
EXECUTIVE COMMITTEE niTEES
YU Lei (Chairman of the Committee) R (EESEE)
(appointed on 1 January 2018) (R _E—/\F—F—0EZFT)
WONG Hing Lin, Dennis BEF
HO Chi Kin (appointed on 13 February 2018) AR (R_F—/ F_F+=—HEZF)
AUDIT COMMITTEE BREEZ
LAU Shu Yan (Chairman of the Committee) BN (ZEEELE)
WANG Arthur Minshiang E8uF
ZHANG Huijun REBE
REMUNERATION COMMITTEE FHESS
WANG Arthur Minshiang (Chairman of the Committee) THH (ZESLRE)
ZHOU Xijian (appointed on 1 January 2018) BFER (K- NF—F—BEZF)
ZHANG Huijun £
NOMINATION COMMITTEE R2EEZ
ZHOU Xijian (Chairman of the Committee) BER(EZEESLE)
WANG Arthur Minshiang F
ZHANG Huijun REE
COMPANY SECRETARY NIWE
HO Chi Kin (appointed on 24 August 2018) AR (K _F—/\F\F_1+EEZF)
LO Yin Wan (resigned on 24 August 2018) ﬁa,ﬂ&fﬁ( R _F—/\FNB_+EE(E)
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REGISTERED OFFICE
Clarendon House, 2 Church Street,
Hamilton HM 11, Bermuda

HEAD OFFICE AND PRINCIPAL PLACE OF BUSINESS
Suites 1908-12, 19/F., Shui On Centre,
6-8 Harbour Road, Wanchai, Hong Kong

PRINCIPAL SHARE REGISTRAR AND TRANSFER OFFICE
Conyers Corporate Services (Bermuda) Limited

Clarendon House, 2 Church Street,

Hamilton HM 11, Bermuda

HONG KONG BRANCH SHARE REGISTRAR AND
TRANSFER OFFICE

Tricor Standard Limited

Level 22, Hopewell Centre,

183 Queen’s Road East, Hong Kong

AUDITOR

Ernst & Young

22nd Floor, CITIC Tower, 1 Tim Mei Avenue,
Central, Hong Kong

PRINCIPAL BANKERS

Standard Chartered Bank (Hong Kong) Limited
13th Floor, Standard Chartered Bank Building,
4-4A Des Voeux Road Central, Hong Kong

Citibank, N.A.
48th Floor, Citibank Tower, Citibank Plaza,
3 Garden Road, Central, Hong Kong
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Shareholder Information
REER

Listing : Listed on the Main Board of £ CBIEsSTFhA/ATER
The Stock Exchange of Hong Kong Limited KREBHMERZMERAT
since 10 May 2002 FR D

Stock Code : 915 RIDAIR 915

Board Lot : 1,000 HEE 1,000

Par Value : One and one third US cents = P —X=pr—=l

Trading Currency : HK$ RZEW BT

SHAREHOLDER SERVICES BRI

For enquiries about share transfer and registration, please TOEBERDEBERELCEH  FHRART R

contact the Company’s Hong Kong branch share registrar: DBFEELREBORK

Tricor Standard Limited SERESRAT

Level 22, Hopewell Centre, EDC

183 Queen’s Road East, SEKNER183 %

Hong Kong BRI 22 &

Telephone 1 (852) 2980 1768 &5 : (852) 2980 1768

Facsimile 1 (852) 2528 3158 =-3= © (852) 2528 3158

Holders of the Company’s shares should notify the Hong Kong ANTRBDEBEENSTAI » BERBNANT
branch share registrar promptly of any change of addresses. BINBERELESEDE

P

INVESTOR RELATIONS REEBIR

For enquiries relating to investor relations, please contact: TOEEBREsEBHRoEH  BHE
Daohe Global Group Limited BNRREBBRAT

Suites 1908-12, 19/F., Shui On Centre, BB EEE -85

6-8 Harbour Road, Wanchai, Hong Kong RZPIN191£1908-12 &

Telephone : (852) 3692 2988 &5 © (852) 3692 2988
Facsimile 1 (852) 3692 2931 BE © (852) 3692 2931

Email . ir@daoheglobal.com.hk B : ir@daoheglobal.com.hk
Website : www.daoheglobal.com.hk ezl : www.daoheglobal.com.hk
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DAOHE GLOBAL GROUP LIMITED
BENRREBERAA

Suites 1908-12, 19/F., Shui On Centre,

6-8 Harbour Road, Wanchai, Hong Kong
EEEFEEBE6-8InE P 0 1911908-12%
Tel B3 : (852) 3692 2988

Fax {5 : (852) 3692 2931

Website #4814 : www.daoheglobal.com.hk
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