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DEFINITIONS

In this interim report, unless the context otherwise requires, the following ~ RAFREIRER - KX E DS ERTIEI » T7HA%

expressions shall have the following meanings:

"Audit Committee”
[FBZZEE]

“Board of Directors” or “Board”

=g

"CEQ"
[1TE AR

“China” or “PRC"

[FE

non

“Company”, “our Company”,

nou

"Group”, "our Group”,

"o,

“China Leon

BAECE(N

“Director(s)”

[E=%]

”HKS”
[

"IPO"
[BERAREE]

“Listing Rules”

[{ETHRA]

“Model Code”

[<HR2EsTRI)

"Period”

[ HAR

"RMB”
[ARH]

,“we” or “us”

[AAR - [AEE] - [HENE]

BEBLATEE

the audit committee of the Company

ARABNEZEZES

the board of Directors

Exg

the chief executive officer of the Company

RRABITIRABE,

the People’s Republic of China, which for the purpose of this report and for
geographical reference only, excludes Hong Kong, Macau and Taiwan

hE ARKEME - RAREN S REHRMHALZEZ B - TEEEE  RFIREHE

China Leon Inspection Holding Limited (AP B 7781 52 1A% B BR 2 7)), an exempted
company incorporated under the laws of the Cayman Islands with limited liability on
29 July 2015 and, except where the context indicated otherwise, its subsidiaries
FEDERBIERAER AR - —RKR2015F7 A29 AIRIEFA S & AR E M H
ERRARBEEAA R (BXESAMIEN) HIBE AR

the director(s) of the Company
KARES

Hong Kong dollars, the lawful currency of Hong Kong

BREEEYR AR

the Company’s initial public offering of its Shares
RRRERNFAEEERD

the Rules Governing the Listing of Securities on the Stock Exchange

(BERFrRE 75 L AR

the “Model Code for Securities Transactions by Directors of Listed Issuers” set out in
Appendix 10 to the Listing Rules
(CETHADHEI0ME s K ETETAESETESZHNIRETAD]

the six months ended 30 June 2018
HZE2018%F6 A3081EEA

Renminbi, the lawful currency of the PRC

REMNEEEEARE

(02 CHINALEON INSPECTION HOLDING LIMITED « INTERIM REPORT 2018



DEFINITIONS

"SFO”

(& KB &G
“Share Option Scheme”
[ RE=tE ]
“Share(s)"

[Bf7 ]

"Shareholder(s)”
[ 3R ]

“Stock Exchange”
[ Bk 52 P |

oy
(%]

the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong), as
amended, supplemented or otherwise modified from time to time

BREVIF SN BEC(EFLHERE]) - ETRERT - WFRIAE M A EK

the share option scheme approved and adopted by the Company at the annual
general meeting held on 5 May 2017
RATIR 201745 A5 BREITHREIBE RE Fit/E RERME ERE &

the ordinary share(s) of par value US$0.00005 each in the issued share capital of the
Company
RA R B A TARAN A AR E B 0.00005 3 7T A & BAX

the holder(s) of the Shares
EGEEZ=DIN

The Stock Exchange of Hong Kong Limited
EEMERXFMERAT]

per cent.
Ankt
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CORPORATE INFORMATION
LFIEH

BOARD OF DIRECTORS
Executive Directors

Mr. LI Xiangli (Chairman and CEQO)

Ms. ZHANG Aiying (Vice President)

Mr. LIU Yi (Vice President)

Mr. YANG Rongbing (Vice Chairman) (appointed on 23 July 2018)

Non-executive Director
Mr. WANG Gang

Independent Non-executive Directors

Mr. WANG Zichen
Mr. ZHAO Hong
Mr. LIU Hoi Keung (appointed on 23 July 2018)

Mr. YANG Rongbing (re-designated as Executive Director on 23 July 2018)

COMPANY SECRETARY

Mr. CHAN Oi Fat (appointed on 28 February 2018)
Ms. HUI Yin Shan (resigned on 28 February 2018)

AUTHORISED REPRESENTATIVES

Mr. LI Xiangli
Mr. CHAN Oi Fat (appointed on 28 February 2018)
Ms. HUI Yin Shan (resigned on 28 February 2018)

AUDIT COMMITTEE

Mr. LIU Hoi Keung (Chairman) (appointed on 23 July 2018)
Mr. WANG Zichen

Mr. ZHAO Hong

Mr. YANG Rongbing (ceased on 23 July 2018)

REMUNERATION COMMITTEE

Mr. ZHAO Hong (Chairman)
Ms. ZHANG Aiying
Mr. WANG Zichen

NOMINATION COMMITTEE

Mr. LI Xiangli (Chairman)
Mr. ZHAO Hong
Mr. WANG Zichen

AUDITOR

Ernst & Young
22/F, CITIC Tower
1 Tim Mei Tower
Central

Hong Kong
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CORPORATE INFORMATION
LFIEH

REGISTERED OFFICE

Clifton House

75 Fort Street

PO Box 1350

Grand Cayman KY1-1108
Cayman Islands

HEADQUARTERS AND PRINCIPAL PLACE OF
BUSINESS IN THE PRC

Building No. 78
Zhuyuan Road

No. 12 District

Tianzhu Free Trade Zone
Beijing, China

PRINCIPAL PLACE OF BUSINESS IN HONG KONG

Unit F, 16/F, Neich Tower
128 Gloucester Road
Wan Chai, Hong Kong

PRINCIPAL BANKER

China Construction Bank Jing'an Zhuang Sub-branch
Building 6, Time International Building

Courtyard 6, Shuguang West Lane

Chaoyang District

Beijing, China

HONG KONG LEGAL ADVISOR

Loong & Yeung Solicitors

Room 1603, 16th Floor, China Building
29 Queen’s Road Central

Central, Hong Kong

PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

Estera Trust (Cayman) Limited
Clifton House, 75 Fort Street
P.O.Box 1350

Grand Cayman KY1-1108
Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR AND
TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17/F Hopewell Centre

183 Queen's Road East

Wan Chai, Hong Kong

STOCK CODE
1586

WEBSITE

www.huaxialihong.com

EER Y

Clifton House

75 Fort Street

PO Box 1350

Grand Cayman KY1-1108
Cayman Islands

PEAHRETEE £

PR

It RRZLRERTE
sy =i

12 5% Bt

785712

ERTEEEME
BSET

S TITiE 12858
HUXE16EFE

EERIT
IR R R R T
FEI1L R

HER
B2 e 78 B 655

FF ] B BR K [E 6 512

EREEER
BEMRIE  BK L EMTT
EBEPIR

EFKEFR 295
FEAIT161 21603 E

FERDBFELE

Estera Trust (Cayman) Limited
Clifton House, 75 Fort Street
P.O. Box 1350

Grand Cayman KY1-1108
Cayman Islands

EERODBEETIRE

EEPRELELERAT
EBET
ERARER1835E
BRFRL7E1712-1716 F

IR 431K 55%
1586
Ak

www.huaxialihong.com
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MANAGEMENT DISCUSSION AND ANALYSIS

THBEWRRS

BUSINESS AND MARKET REVIEW

According to the Chinese government, in the first half of 2018, accumulated
production volume of raw coal in China was 1.697 billion tons, representing a
year-on-year increase of 3.9%. During the year, China continues to phase out its
outdated and invalid production capacity, speed up the release of quality and
advanced production capacity and the elimination of invalid and low-quality
production capacity and increase the proportion of advanced coal production
capacity.

In the first half of 2018, supply-side reform proceeded in an orderly manner,
boosting continuous growth of market price and volume of coal. During the
Period, our revenue and gross profit were RMB101.9 million and RMB54.2
million, respectively, representing decreases of 3.8% and 5.2%, respectively, as
compared with the corresponding period of last year. The overall gross profit
margin during the Period was 53.2%, slightly lower than 54.0% for the same
period of last year.

During the Period, we stepped up our efforts in market development as per
the established corporate strategy, upgrading the 13 service centers in
Mainland China on an ongoing basis while setting up five new service centres
abroad, in order to further complete our service network. Currently, the
overseas service centres are under construction. Meanwhile, we increased our
investment in R&D and made steady progress. We believe the Company’s
strategic planning will reinforce our market leading position and help us cope
with challenges both at home and abroad.

In the first half of 2018, Beijing Huaxia Lihong Commodity Inspection Co., Ltd.
(“Beijing Huaxia Lihong"), an indirect wholly-owned subsidiary of China Leon,
successfully won the bid for the commercial coal third-party coal inspection
services project in Northern Shannxi Mining Area for BG4 e i@ 38 (£ )
BBR & EA 7] (Shaanxi Coal Selling and Transportation (Group) Corporation*)
(“Shaan Coal”). This project generates an income of approximately
RMB30,000,000 per year with a contractual term of five years and is expected to
contribute over RMB140,000,000 to the Group's revenue. Shaan Coal agreed to
engage Beijing Huaxia Lihong to provide Shaan Coal with commercial coal

third-party coal inspection services in Northern Shannxi Mining Area.
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MANAGEMENT DISCUSSION AND ANALYSIS

THBEWRRS

Further, as a result of the gradual exhaustion of coal resources in central and
eastern China, Xinjiang became a key energy succession area and coal
resources strategic storage area, accounting for 40% of proven reserves in
China. The “Outline of the Thirteenth Five-Year Plan for the National Economic
and Social Development of the Xinjiang Uyghur Autonomous Region” issued
in 2017 mentions “promoting clean and efficient use of coals as its main
direction, focusing on industrial restructuring and development transformation
and establishing the 14th major coal base in China based on four major coal
fields in Dzungar (ZEE &), Tuha (HR), i (FEY) and Kubai (B H),
respectively”. Also, "Coal transfer from Xinjiang to other areas (32 /& 4N x)”
and “Electricity Transmission from Xinjiang to other areas (JB&E5NX)” will
become the key projects. Thus, in the first half of 2018, China Leon
established a subsidiary in Xinjiang and set up a mobile laboratory as well as
further developed coal testing and inspection business, so as to solidify its
leading position in coal testing and inspection industry.

BUSINESS STRATEGIES AND FUTURE OUTLOOK

Given the coal’s long-term dominant position in China’s energy structure, the
coal testing and inspection industry also has steady growth potentials. Only a
moderate portion of coal is currently subject to independent testing and
inspection. In the long run, benefiting from the further liberalization of coal
trade, the coal subject to testing and inspection may potentially account for
almost the entirety of the coal for consumption. In international markets, coal is
also an important energy. So far, the Company has established overseas service
centres in Singapore, Indonesia, Malaysia, India and Australia (all five overseas
service centres are under construction) through new construction as well as
acquisition. We believe the establishment of overseas service centres will
enhance our brand recognition internationally, increase our overseas revenue,
and set us off on our march to the international market.

BESN - 7 R IR AR [ AR R B R A A I8 B0 1R
T FBERRTEEZNEREERMERE
REBEER H2BECRARENI0%- E
017 FHEMOCHBATHREARBREEMT
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TPEABI R EN | - B - [EBEINE | T 58
BINX IR RERIRR © #Uk - 20185F £ 4
PENBEMEX L FARLRIBHERE
Bl RS st — 2 - 2EETE NS
R TR R iR TT R A BB AL -

RBERERARRREE
EhEMEREESD  BREREBE TG
i RRBARBBRTRTEARBENERE
5o BAT - ETTE LR B B e KR BR LE )3
Re REXE  BanrRrRXZE—FEHE
Z AR R B R R B E T BE S BT R IR Y
ROBREE - HEBIR ST - RRFEAKISEELIR
Z— o REIBATE AW - e - BT
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MANAGEMENT DISCUSSION AND ANALYSIS

THBEWRRS

Further solidify our leadership in coal testing and
inspection industry

We believe that coal testing and inspection are our core competency. We
intend to continue to solidify our leadership in this industry by (1) upgrading
and expanding our network of service centres; (2) strengthening our research
and development capabilities to improve our testing procedures and
laboratorial capabilities; and (3) consolidating China’s coal testing and
inspection market through selected acquisitions.

We intend to enhance our core competency by identifying and capturing new
growth opportunities in the coal testing and inspection market. As our current
services are being offered primarily to seaborne coal trade through the four
major coal-trade ports in northern China, we plan to expand our testing
services to inland coal trade, a market largely untapped by independent
assurance providers. Through our long-term stable business relationship with
large coal miners and power generators, we are able to capture and compile
comprehensive data relating to quality testing results in our internal
information system. We will also adapt our internal information system to
interact with our customers’ systems and facilitate our provision of
comprehensive quality management services spanning the entire coal
distribution chain. As we will build our management services upon our strong
testing capabilities, we believe we are well positioned to leverage our
established brand recognition and quality control measures to launch these
new services.

Upgrade and expand our network of service centers

To improve our service capabilities and to accommodate increased business
volume domestically, we intend to upgrade some of our laboratorial facilities at
our existing service centers located in northern China. Our expansion plans will
further strengthen our local market shares by allowing us to enhance our
service capabilities through site tours and provide improved customer
experience.

Our current service centers primarily cover major seaports for coal trade in
China. As our operation continues to grow, we also plan to expand our service
network to other regions that are strategically important to China’s seaborne
coal trade, including certain key seaports located in Shandong province (north)
and Fujian province (south). As we further penetrate the coal testing and
inspection market for coal transport via rail or truck, we expect to set up new
service centers at strategically-located railway hubs that are critical for inland
coal trade. Our plans for geographic expansion reflect our commitment to
providing convenient access to our services by locating the nearest full-service
testing facilities. An expanded network coverage of key seaports and railway
hubs will allow us to develop and provide comprehensive quality control
services spanning the entire coal distribution chain.
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MANAGEMENT DISCUSSION AND ANALYSIS

THBEWRRS

Outside China, we are selectively opening service facilities to provide coal
testing services in countries with abundant coal export and import volume
which represent large potential markets for us. Currently, the Company is
vigorously constructing five overseas service centres. In the future, we intend
to establish our presence in those countries and obtain more shares of
business of clients from those countries in China by leveraging our integrated
service capabilities. We will also upgrade our internal information infrastructure
to interconnect with our overseas service facilities and allow seamless
exchange of information and expertise, creating an integrated network to serve
the domestic and cross-border flows of coal.

Further strengthen our research and development
efforts

We believe that technical improvements are critical to our service offerings and
our ability to compete effectively in a concentrated market, therefore we
dedicate to deploying adequate resources to advance our research and
development efforts. Automation is a principal focus of our research and
development efforts. We plan to strengthen our internal research as well as
collaboration with third-party institutions to develop automated service
process, which will allow us to significantly reduce labor costs, minimize
human error and improve efficiency for our services. We also plan to develop
and upgrade our internal technology infrastructure to support our new
business offerings, including comprehensive quality control services.
Combined with our customers’ systems, the upgraded technology
infrastructure will capture and compile the test results from our complete
service sessions, and enable us to manage holistically the coal quality over a
prescribed period of time.

Pursue strategic acquisition or investment to enhance
our service capabilities and expand our service coverage

We have built our business so far primarily through organic growth. There are
still significant acquisition or investment opportunities in the coal testing and
inspection market. Among these opportunities, we are focused on service
capabilities or coverage that would enhance or complement our core service
offerings. The key criteria we apply in selecting acquisition or investment
targets primarily include their market size, customer base, technical capabilities
and management team. We will not only consider independent assurance
providers like us but also suitable assurance providers affiliated with coal
miners or consumers. We believe that strategic acquisition or investment
allows us to enlarge our technician base and laboratory size to support our
growing business volume cost-effectively.

We will also consider targets in other testing markets, including fuel, mineral
and chemical products, if their growth prospects and profitability are
sufficiently attractive. Benefiting from our stringent quality control and
standardized operational measures, we believe that acquisition of or
investment in testing businesses on other products will create synergy. We
believe our investment will further expand our service scope in the future.
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FINANCIAL REVIEW
¥ O

OVERVIEW WE
For the six months
ended 30 June
BZ6A30HLN<EA
2018 2017 Change
2018 201745 g
(Unaudited) (Unaudited)
(REER) (REER)
RMB’000 RMB'000
ARBT T ARETT
Revenue A 101,895 105,909 (3.8%)
Gross profit ES 54,199 57,142 (5.2%)
Profit before tax BATAE 12,139 28,465 (57.4%)
Profit for the Period HAR 7,352 23,159 (68.3%)
REVENUE A

The Group's revenue decreased by 3.8% from approximately RMB105.9 million — ZAR&EB U AR E ZE 2017F 6 A30 B8 IE XA K
for the six months ended 30 June 2017 to approximately RMB101.9 million for ~ #) AR #1059 A & LM E AN BB & O A R #
the Period. The decrease is mainly contributed by a decline in business volume 1019 B & 7T » FlEA3.8% ° s Jh X 2 m &
of the Group's testing services at Huanghua Port, despite an increase in B AREEE L &SN B A 780808 RIS £ 1%
business volume at Tangshan Port and at overseas subsidiaries. The table &P FFF - HEEE R IR E B 2R/ -

below sets forth the revenue breakdown of each of our service offerings. TREHNFEMZ BRI B AR -
For the six months
ended 30 June
BZ6H30HLLAEA

2018 2017
2018 2017 4F
(Unaudited) (Unaudited)
(REER) (REEFEZ)
RMB’000 RMB'000
AR®T T AREETIT
Testing services 808 R 7% 84,306 87,838
Surveying services EETE RS 13,289 14417
Witnessing and ancillary services RE LB AR 4,300 3,654
101,895 105,909
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FINANCIAL REVIEW
R ¥5 O

COST OF SALES

The Group's cost of sales decreased by 2.2% from approximately RMB48.8
million for the six months ended 30 June 2017 to approximately RMB47.7
million for the Period, representing 46.0% and 46.8% of the Group's revenue for
the respective periods. The decrease in the Group's cost of sales was primarily
attributable to lower port charges at Huanghua Port as a result of reduction in
business volume there.

GROSS PROFIT AND GROSS PROFIT MARGIN

The Group's gross profit decreased by 5.2% from approximately RMB57.1
million for the six months ended 30 June 2017 to approximately RMB54.2
million for the Period. The gross profit margin slightly decreased from 54.0% for
the six months ended 30 June 2017 to 53.2% for the Period, which was due to
lower gross margin from business brought by the Group’s overseas
subsidiaries.

SELLING AND DISTRIBUTION EXPENSES

The Group's selling and distribution expenses increased from approximately
RMB1.0 million for the six months ended 30 June 2017 to approximately
RMB1.9 million for the Period, which was mainly due to an increase in
entertainment and advertising expenses incurred by overseas subsidiaries.

ADMINISTRATIVE EXPENSES

The Group’s administrative expenses increased from approximately RMB26.4
million for the six months ended 30 June 2017 to approximately RMB39.2
million for the Period, which was chiefly due to (1) an increase in employees’
total remuneration packages; (2) rise in manpower-related and administrative
costs at overseas subsidiaries as part of the Group's overseas expansion plans;
(3) an increase in research and development expenditure; and (4) depreciation
of properties, plant and equipment which only commenced in the second half
of last year especially for overseas subsidiaries.

OTHER EXPENSES

During the Period, the Group recorded other expenses amounting to RMB1.4
million, compared to RMB1.7 million during the same period of last year. This is
mainly due to a smaller foreign exchange loss, fewer corporate donations and
fewer impairment loss for the Period as compared to the same period of last
year.

SHE KA
AEBRHHEERANEZR 201756 A308 1L/ A
AHHOARE 488 BB TR EARBENNHARKE
477 BB TT W A22% D B A= B & B
WA 46.0% [ 46.8% o ANEBISHE R AR A ThE
EHAEFENEBSRVETEDERE -

EFRERZR
NEBHENMMREZT2017F6 A30B1IENEAN
WARESIVEBLRERNHBANHOARKE 42
BEIL BEAS2% > EFEREZ2017F6 A
308 1F 75 A B #954.0% 8 8 T B E= A B A A
532% + FE2RERAEBAGINTE QB E KA
EBTFEERIR -

HERDHEBX
REBRHEERDHEASKEZ2017F6A30H
ERNEAROARKIOCABTEEARPEOAR
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FINANCIAL REVIEW
¥ O

FINANCE COSTS

The Group recorded a finance cost of approximately RMBO0.2 million and
RMBO.6 million for the six months ended 30 June 2017 and the Period,
respectively, representing an increase of 218.9%, as a result of finance costs
incurred by interest-bearing bank loans for the Period, whereas in the same
period of last year, lower finance costs were incurred due to settlement of bank
loans in March 2017.

INCOME TAX EXPENSE

During the Period, income tax expense amounted to approximately RMB4.8
million, decreasing by approximately RMBO0.5 million as compared to
approximately RMB5.3 million for the corresponding period of last year,
because of the combined influence of a decrease in profit before tax and an
increase of tax losses not recognised.

PROFIT FOR THE PERIOD

The Group's profit for the Period decreased by 68.3% from approximately
RMB23.2 million for the six months ended 30 June 2017 to approximately
RMB7.4 million in the Period, which was mainly attributable to a significant rise
in manpower-related costs and administrative expenses stemming from
overseas expansion of the Group's testing and inspection business.

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment consist primarily of buildings, vehicles,
equipment and construction in progress. The Group had property, plant and
equipment of RMB106.5 million and RMB108.8 million as at 31 December 2017
and 30 June 2018, respectively. The increase as at 30 June 2018 was primarily
due to addition of plant and equipment by overseas subsidiaries and addition
of leasehold improvements to an office building, partially offset by decreasing
book value of certain vehicles of the Group.

INVESTMENT PROPERTIES

Investment properties consist of a commercial property in Beijing, which was
originally purchased at RMB25.5 million in April 2014, and Room 202 and 302 of
Wanxingyuan Yingang in Cangzhou, which were originally purchased at
RMB1.3 million in August 2011. The investment properties of the Group had a
carrying amount of RMB22.0 million and RMB21.4 million as at 31 December
2017 and 30 June 2018, respectively.
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FINANCIAL REVIEW
R ¥5 O

TRADE AND BILLS RECEIVABLES

The Group's trade and bills receivables primarily represented amounts and bills
receivables from its customers for its services provided in the ordinary course
of business. As at 31 December 2017 and 30 June 2018, the Group had trade
and bills receivables of approximately RMB22.6 million and RMB34.4 million,
respectively. Such increase in receivables as at 30 June 2018 was mainly
attributable to a slower collection from certain customers as the contracts were
being renewed.

PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES

The Group's prepayments, deposits and other receivables primarily represent
rental payments, value-added tax, prepayment for construction in process, and
deposits paid to enter open tender process and land auction process. The
current portion of the Group’s prepayments, deposits and other receivables
increased by approximately RMBO.7 million from approximately RMB18.6
million as at 31 December 2017 to approximately RMB19.3 million as at 30 June
2018, primarily due to increased tender process deposits and increased debit
balance of value-added tax payables, partially offset by the decrease of
estimated input tax. The non-current portion of the Group’s prepayments,
deposits and other receivables stood at approximately RMB0.9 million and
RMBO0.8 million as at 31 December 2017 and 30 June 2018 respectively, which
can be seen as quite steady for both periods.

AVAILABLE-FOR-SALE INVESTMENTS AND OTHER
CURRENT FINANCIAL ASSETS

The Group's available-for-sale investments and other current financial assets
primarily represent low-risk financial products purchased from commercial
banks using its cash on hand. Available-for-sale investments are classified to
other current financial assets under IFRS 9 which is adopted as at 1 January
2018 by the Group. As at 31 December 2017 and 30 June 2018, the fair value of
our available-for-sale investments and other current financial assets reached
RMB21.3 million and RMB16.3 million, respectively. The decrease as at 30 June
2018 was due to the redemption by the Group of some of the bank financial
products for working capital use.
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FINANCIAL REVIEW
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CASH AND CASH EQUIVALENTS

The Group’s cash and cash equivalents consist primarily of cash and bank
balances denominated in RMB. As at 31 December 2017 and 30 June 2018, the
Group's cash and cash equivalents were RMB48.8 million and RMB56.4 million,
respectively. The increase in the Group's cash and cash equivalents as at 30
June 2018 was primarily attributable to (1) net cash inflows generated from
operating activities of RMB7.6 million; (2) disposal of financial products of
RMB45.0 million; (3) new bank loans and other borrowing of RMB18.0 million;
and (4) cash acquired from acquisition of a subsidiary of RMB2.4 million;
partially offset by (1) purchase of financial products of RMB40.0 million; (2)
repayment of bank loans and other borrowing of RMB18.0 million; and (3)
purchase of properties, plant and equipment and intangible assets of RMB8.0
million.

TRADE PAYABLES

The Group's trade payables primarily represent amounts payable for port
charges. As at 31 December 2017 and 30 June 2018, the Group had trade
payables of approximately RMB3.7 million and RMB7.8 million, respectively. The
increase in the Group's trade payables as at 30 June 2018 was primarily
attributable to (1) an increase in port charges payable at Tangshan port; and (2)
increase in overseas amount payable to third-party inspection companies.

CONTRACT LIABILITIES, OTHER PAYABLES AND
ACCRUALS

The Group's contract liabilities, other payables and accruals primarily represent
advance from contracts with customers, accrued salaries, wages and benefits
and other payables. As at 31 December 2017 and 30 June 2018, the Group had
contract liabilities, other payables and accruals of RMB31.7 million and RMB30.7
million, respectively. Such decrease as at 30 June 2018 was mainly due to the
release of payment of construction fees to vendors, partially offset by an
increase in accrued salaries, wages and benefits.

INTEREST-BEARING BANK LOANS

The Group had interest-bearing bank loans of approximately RMB16.2 million
and RMB13.2 million as at 31 December 2017 and 30 June 2018, respectively.
The decrease in the Group's interest-bearing bank loans was due to progressive
repayment of the principal loan amount.
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FINANCIAL REVIEW
R ¥5 O

INTEREST-BEARING OTHER BORROWINGS

As at 30 June 2018, the Group had interest-bearing other borrowings
amounting to approximately RMB4.6 million, compared to RMB1.6 million as at
31 December 2017. Such increase was due to a new borrowing of RMB3.0
million from the same lender.

LIQUIDITY AND CAPITAL RESOURCES

The Group had cash and cash equivalents of RMB56.4 million as at 30 June
2018. The Group is in a strong and healthy financial position and has enough
resources to support its operations and meet its foreseeable capital
expenditures.

TREASURY MANAGEMENT AND FUNDING
POLICY

The primary objectives of our capital management are to safeguard our ability
to continue as a going concern and to maintain healthy capital ratios to
support our business and maximize our shareholders’ value. We manage and
adjust our capital structure considering changes in economic conditions and
the risk characteristics of the underlying assets. To maintain or adjust our
capital structure, we may adjust dividend payments to shareholders, return
capital to shareholders or raise funds through issuing new equity.

We have a prudent treasury operation to manage our investments in financial
products. We only invest in low risk financial instruments from reputable
commercial banks that can be redeemed on a same-day basis or otherwise
within a short notice period, including primarily bank-sponsored wealth
management products, such as bonds, money market funds and interbank
deposits. We purchase and redeem financial products multiple times over the
course of a year as and when needed to meet our real-time funding
requirements, as a result of which our cash flows related to the purchase and
disposal of financial products were significantly higher than the period-end
balance amounts.

CASH FLOWS FROM OPERATING ACTIVITIES

The Group had net cash flows from operating activities of approximately
RMB14.3 million and RMB7.6 million for the six months ended 30 June 2017
and the Period, respectively. The decrease in the Group’s cash flows from
operating activities was primarily due to our lower revenue generation and
higher remuneration and administrative expenses for the Period.
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FINANCIAL REVIEW
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CASH FLOWS FROM FINANCING ACTIVITIES

The Group had net cash inflows and net cash outflows from financing activities
of approximately RMB5.3 million and RMBO.5 million for the six months ended
30 June 2017 and the Period, respectively. The cash flows from financing
activities of the Group changed to net outflows, which was primarily due to (1)
attainment of bank loans partially offset by repayment of borrowings leading
to no cash inflows from loans; and (2) interest paid on borrowings of RMBO.5
million.

COMMITMENTS

As at 30 June 2018, the Group had a total capital commitment of
approximately RMB2.5 million for contracted but not performed acquisition of
property, plant and equipment.

CONTINGENT LIABILITIES

As at 30 June 2018, the Group did not have any significant contingent liabilities
or guarantees to third parties.

GEARING RATIO

The Group monitors capital on the basis of the gearing ratio. The calculation of
gearing ratio is based on total debt divided by total equity and multiplied by
100.0%. Total debt is calculated as “interest-bearing bank loan” plus “interest-
bearing other borrowing” as shown in the interim condensed consolidated
statement of financial position. Total capital is calculated as “total equity” as
shown in the interim condensed consolidated statement of financial position.
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CREDIT RISK

Credit risk is the risk of loss arising from a customer’s or counterparty’s inability
to meet its obligations. The Group enters into transactions only with
recognised and creditworthy parties. It is the Group’s policy that all customers
who wish to have credit transactions with the Group are subject to credit
verification procedures taking into account the customers’ financial position
and the Group's past experience with the customers.

In addition, the Group monitors receivable balances on an ongoing basis, and
its exposure to bad debts is not significant. The management of the Group
evaluates the creditworthiness of its existing and prospective customers and
ensures that the customers have adequate financing for the projects as well as
the source of the financing. No collateral is required.

The Group's other financial assets include other receivables, available-for-sale
financial instruments and cash and cash equivalents. The credit risk of these
financial assets arises from default of the counterparty. The maximum exposure
to credit risk equals to the carrying amounts of these assets.

EXCHANGE RISK

The exposure of our Group to foreign exchange risk was minimal during the
Period and hence the Group did not hedge against any fluctuation in foreign
currency during the Period.

SIGNIFICANT INVESTMENTS

The Group did not have any significant investments during the Period.

MATERIAL ACQUISITIONS AND DISPOSALS OF
SUBSIDIARIES AND ASSOCIATED COMPANIES

During the Period, the Group did not have any material acquisitions and
disposals of subsidiaries and associated companies.

CHARGES ON ASSETS

During the year ended 31 December 2017, the Group purchased two
properties from an independent third party with a cash consideration of
RMB37,657,000. These properties were pledged by this third party for certain
purpose before the purchase. The pledge has not been released and the
property ownership certificates have not been obtained as of 30 June 2018.

In addition, certain of the Group's investment properties with a total carrying
value of RMB20,464,000 were pledged to obtain a bank facility amounting to
RMB15,000,000 which has been terminated as at 30 June 2018. The pledge of
these investment properties has not been released as of 30 June 2018.

EERR

FERBEREFPXR ST REBOMELRBRLX
HER -  AEBERERTTNEERINZSTT

ARR S - ARBHBRMRTE  AERAKER
REERXZNABEEFHABBEERERZF(E
BEREPHNMBMALEREENBER S
W) e

BEAN s AEE SR EEE RS IE,%E% CH IR
HEREARERR AEEERESHEERE

MEBEREFPHER Iﬁ%%ﬁ%ﬁﬁﬁmﬁﬁ
B MNEEKIR - $%@ﬂ?mxﬁﬁ%

AEENEMEREESEEMEYRK
ﬁ%%@lﬁ%&ﬁ%&ﬁ%%ﬁ%
BEMNEERRHER %HL%%L
mEZEEENKRMEMEE

S B e B
KA - AREERSSNERRE) - Eit
RAHR - AEEL WEDHEAINERE -

17 - A
ZEEZR
BIEER

EXRE
RAHIR - ARELREITERBEARE o

MEBLARREBRATANERKRER
BE

BOAEARY - AR S KT 2 7 B B 2 )
PO E B A RIEE -

BEEEHA

HE2017FN2AELEFE  AEER—EH
VE=ZFTHEMBYE ReHEBERARK
37,6570007C c REBB AT - ZEWEBZE=F3
ETEEMN - GRET SRR - MBZE2018
F6H30R  MARIRSMEERESS -

gEoh - BRTE 42 1B A A R 20,464,000 7T ) 2N 55 &
REWEZER - LEUS BEA KR 15000000
TTHRITRE(ERN2018F6 A30B K& IE) - I
2018F 6 A30R » ZEIREWMZE 2 BRI KRR -

HENBRBIERERAT - 2018 FRHRE 17



ADDITIONAL INFORMATION
mEEH

CHANGES IN DIRECTORS’ INFORMATION

Changes in Directors’ information which are required to be disclosed under
Rule 13.51B(1) of the Listing Rules are set out below:

Mr. YANG Rongbing, an independent non-executive Director, the chairman
and a member of the Audit Committee, has been re-designated as an
executive Director and appointed as the Vice Chairman of the Company with
effect from 23 July 2018. He ceased to be the chairman and a member of the
Audit Committee with effect from 23 July 2018. He is entitled to receive a
remuneration of HK$1,200,000 per annum and 3,000,000 share options under
his service contract with effect from 23 July 2018,

Mr. LIU Hoi Keung has been appointed as an independent non-executive
Director as well as the chairman and a member of the Audit Committee with
effect from 23 July 2018.

Details of the above changes were disclosed in the Company's announcement
dated 23 July 2018.

Mr. YANG Rongbing also ceased to act as an executive director and the chief
executive officer of SMI Holdings Group Limited (stock code: 0198) on 31 May
2018.

HUMAN RESOURCES

As at 30 June 2018, the Group had 841 employees in total. The Group's
employee compensation includes base salary, bonuses and cash subsidies. In
general, the Group determines employee compensation based on each
employee’s performance, qualifications, position and seniority. We are subject
to social insurance contribution plans organized by PRC local governments. In
accordance with the relevant national and local social welfare and housing
reserve fund laws and regulations, we are required to pay, on behalf of our
employees, monthly social insurance premiums covering basic pension
insurance, basic medical insurance, unemployment insurance, employment
injury insurance, maternity insurance and housing reserve fund.
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ADDITIONAL INFORMATION
mEEH

USE OF PROCEEDS FROM THE GLOBAL OFFERING

As set out in the section headed “Future Plans and Use of Proceeds” in the
prospectus for the IPO of the Company dated 29 June 2016 (the “Prospectus”)
and the updates in the “Change in Use of Proceeds from the Global Offering”
announcement of the Company dated 16 June 2017, the Company intends to
use the net proceeds from its global offering for the follow purposes:

— approximately 30.0% of the net proceeds will be used to construct new
service facilities at Huanghua port;

—  approximately 25.0% of the net proceeds will be used to construct new
service facilities at Tangshan port;

— approximately 20.0% of the net proceeds will be used to construct new
service facilities at Tianjin port;

—  approximately 15.0% of the net proceeds will be used for strategic
acquisition or investment; and

— approximately 10.0% of the net proceeds will be used to fund general
corporate purposes.

Changes in Use of Proceeds During the Period

As announced by the Company on 23 March 2018, the Board resolved on 23
March 2018 to change the proposed use of proceeds. Set out below are details
of the initial allocation of net proceeds and the revised allocation of actual net
proceeds:
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ADDITIONAL INFORMATION
mEEH

Reasons for the Changes in Use of Proceeds

The Board resolved to adjust and reallocate the remaining balance of RMB10.9
million of proceeds initially allocated to the investment project in Tianjin port
to the strategic acquisition or investment, for the reasons and purposes set out
below. The Board is of the view that such adjustment and reallocation will
result in a more efficient use of net proceeds from the global offering.

In 2017, the environmental governance policies for the Beijing-Tianjin-Hebei
region continued to tighten. According to the 2017 Air Pollution Prevention
and Control Work Program for Beijing-Tianjin-Hebei Region and Surrounding
Areas ((HURE K BB HIE 2017 F KRS RE6 TIETT ) issued by the
Ministry of Environmental Protection in February 2017, it was required that by
the end of September, receiving coals transported to ports by diesel-powered
trucks would be banned for ports in Tianjin, Hebei and Bohai rim areas. The
National Energy Administration and the Ministry of Transport also required that
by the end of October, the means of coal transportation to Tianjin port should
be limited to railway and automotive transportation of coal to the port should
be banned thereafter. In 2016, the coal throughput of Tianjin port amounted to
110 million tonnes, more than half of it transported by automobiles. As a result
of the policy, in 2017, the coal throughput declined to 79.8 million tonnes, and
the volume for other ports nearby gradually increased. Correspondingly, in
view of the recent policy changes and the impact on the market, the Board
believed that environmental factors would bring new uncertainties to the
original plan of new service facilities construction at Tianjin port in 2018, and
carrying out the original plan would not be the most favorable choice.
Therefore, the Board resolved to not construct new service facilities at Tianjin
port.

In order to seek better usage of net proceeds from the listing and protect the
best interest of the Shareholders, the remaining balance of approximately
RMB10.9 million of 20% of proceeds which were originally planned to use to
construct new service facilities at Tianjin port by the Company will be
reallocated. As of the date of this report, the proceeds from the listing were not
yet invested in this project.
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According to our corporate strategy, we intend to enhance our service
capabilities and expand our service coverage through investment in
establishing subsidiaries, forming joint ventures with local business partners
and/or acquiring existing companies. In 2017, through strategic acquisition or
investment, we had set up five overseas service centers and thence completed
establishing our Southeast Asian service network, bringing our business
towards globalization and diversification. In the future, we plan to increase our
capital investment, continue to expand our overseas network, and develop
inspection and testing business for other products. During the Period, we have
not yet entered into any new acquisition agreement or identified any
acquisition and investment project.

The Board confirms that there is no material change in the business nature of
the Group as set out in the Prospectus and considers that the above proposed
changes in use of net proceeds is in the best interests of the Company and its
Shareholders as a whole.

SUBSEQUENT EVENT AFTER THE PERIOD

Pledging of Shares by the Controlling Shareholders and
Loan Agreement with Covenant Relating to Specific
Performance of the Controlling Shareholders

As disclosed in the Company’s announcement of 30 August 2018, on 30
August 2018, the Company and Wan Tai Investments Limited (“Wan Tai", an
indirect wholly-owned subsidiary of CCBI International (Holdings) Limited),
among others, entered into a subscription agreement (the “Subscription
Agreement”), pursuant to which, the Company conditionally agreed to issue a
secured guaranteed note (the “Note”) with an aggregate principal amount of
HKS$68,000,000 with interest rate of 10% per annum to Wan Tai, and Wan Tai
conditionally agreed to subscribe for the Note from the Company.

Subject to the satisfaction of certain conditions precedents, the Company
agreed to issue to Wan Tai by way of private placement, and Wan Tai agreed to
subscribe for the Note from the Company, in the principal amount up to
HK$68,000,000, which will mature on the maturity date (the “Maturity Date”),
being the first anniversary of the issue date (the “Issue Date”, which is a date
within five business days after the conditions precedent having satisfied or
waived, or such other date as the Company and Wan Tai may agree in writing).

Subject to the prior written approval by the holder of the Note, the Company
may, on the anniversary of the Issue Date, request extension of the Maturity
Date to no later than the second anniversary or the third anniversary, as the
case may be, of the Issue Date.

REARBE  RATEBRERERIMER
A EEMEBNAIEBHRIAERER &
WIERA R A M T AR A R RISRE I M &
* 2017 FEHFBBEBBKBRRETX  BER
ST REEIMRIEH L - AT R R RS
R EEEBFIEABBRL - Zub o KK
BPESMAERRA - EENREIMEEILF
MR mARE - ROAIRS - RAHRE - R
b 7R 322 B A ] 3 ) YR 8 169 FE 7 oK e TE AR AR B
REIHA -

EFESWRBRERPAANAREEBKIEER
BEAEH YRR LAMSHEFERENE
B AARBREBRR 2 BB -

FAEERNRESE
ERBRE R RO R EX M RER AR
BRERNEEBNETERENE

BANA QA R2018F8 A0B AMATEE - ©
20188 A30R » AR RIEEREE (IR AR
ARNEEE2ENBRARBHRIREERAR([&
K (EpaiE) sl RE s ((RERED - &
ARBBERHERENBRBETASHER
68,000,000 B TTIEFFI T 10% T BB EIFIERE
BIERE]D  mEBXBEHRERARARRESR
T)f? °

FaETRREGEXE - AR BIRENIEQRE
ERFRNAERET MBKEEMEARRREAL
S H & % /680000008 TTHEE - ZIEB LT
HBE(HSBE DR - BIHBEETA (37
Bl BErEHERSIERCEREALSEXER
Hf—HgAAREERAEEEBENEMB
HE—BFEH -

FRZEFAAFLESTHAMER - KRR AINE

THREFRERBIHALEENENETRE
BEXEAFARERBRME) °

HENERBIERERAT - 2018 FHHHRE 21



ADDITIONAL INFORMATION
mEEH

The Note shall bear interest on its outstanding principal amount from the Issue
Date to the Maturity Date, at the rate of 10% per annum, due and payable in
arrear every six months by the Company from the Issue Date.

To secure the indebtedness and liabilities of the Company to Wan Tai under
the Note, each of Leon Cornerstone Investment Holding Limited, Hawk Flying
Investment Holdings Limited and Swan Stone Investment Holding Limited
(collectively, the “Controlling Shareholders”) charged 26,090,000 Shares,
35,550,000 Shares and 49,290,000 Shares, respectively, on an aggregate basis
being 110,930,000 Shares representing approximately 27.73% of the total
issued share capital of the Company as at 30 August 2018, in favour of Wan Tai.

For so long as the Note remains outstanding, if the collateral coverage ratio (the
“Collateral Coverage Ratio”, as defined in the announcement of the Company
dated 30 August 2018) falls below 2.0, each of the Controlling Shareholders
agrees and undertakes to charge additional Shares in favour of Wan Tai so that
the Collateral Coverage Ratio will increase to no less than 2.5.

In addition to the aforementioned share charges, each of Mr. LI Xiangli (“Mr. Li")
and Ms. ZHANG Aiying (“Ms. Zhang") provides personal guarantee in favour of
Wan Tai in respect of the obligations of the Company, the Controlling
Shareholders, Mr. Li and Ms. Zhang under the transaction documents (the
“Transaction Documents”, as defined in the announcement of the Company
dated 30 August 2018).

Pursuant to the Transaction Documents, each of the Controlling Shareholders
undertakes to Wan Tai that, among others, (a) Mr. Li shall remain as a Director,
an executive Director and the chairman of the Board; or (b) unless with the
prior written consent of Wan Tai, the aggregate number of the charged Shares
shall at all times be not less than 110,930,000.

It will be an event of default if any of the above specific performance
obligations is breached. Upon occurrence of an event of default, the Note shall
become immediately due and repayable in accordance with the conditions of
the Note, and Wan Tai is entitled to redeem all or a portion of the Note.

Mr. Li, Ms. Zhang and Mr. LIU Yi ("Mr. Liu") are parties acting in concert and by
virtue of the SFO), Mr. Li, Ms. Zhang and Mr. Liu are deemed to be interested in
the Shares which are interested by each other and accordingly, as at 30 August
2018, interested in 225,810,000 Shares, representing approximately 56.45%
interests in the Company.
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INTERIM DIVIDEND

The Board has resolved not to declare any interim dividend for the Period (For
the six months ended 30 June 2017: Nil).

CORPORATE GOVERNANCE PRACTICES

The Company recognizes the importance of good corporate governance for
enhancing the management of the Company as well as preserving the
interests of its shareholders as a whole. The Company has adopted the code
provisions on Corporate Governance Code and Corporate Governance Report
(the “CG Code") as set out in Appendix 14 to the Listing Rules as its own code
to govern its corporate governance practices. During the Period, save as
disclosed below, the Company complied with all applicable code provisions as
set out in the CG Code.

Apart from the deviation from code provision A.2.1 of the CG Code that the
roles of chairman and chief executive officer of the Company were performed
by the same individual, the Company has been in compliance with all the code
provisions under the CG Code. In the opinion of the Directors, through
supervision by the Board and the independent non-executive Directors, with
effective control of the Company's internal check and balance mechanism, the
same individual performing the roles of chairman and chief executive officer
can achieve the goal of improving the Company’s efficiency in decision-making
and execution and effectively capturing business opportunities. Many leading
international corporations also have similar arrangements.

The Board will continue to review and monitor the practices of the Company
with an aim of maintaining a high standard of corporate governance.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code as its own code of conduct
regarding dealings in the securities of the Company by the Directors and the
Group's senior management who, because of their offices or employments, are
likely to possess inside information in relation to the Company or its securities.

Upon specific enquiry, all Directors confirmed that they have complied with
the Model Code during the Period. In addition, the Company is not aware of
any non-compliance of the Model Code by the senior management of the
Group during the Period.
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

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

CHANGES SINCE 31 DECEMBER 2017

There were no other significant changes in the Group’s financial position or
from the information disclosed under the section headed “Management
Discussion and Analysis” in the annual report for the year ended 31 December
2017.

REVIEW OF FINANCIAL INFORMATION

The Company has established the Audit Committee in compliance with Rule
3.21 of the Listing Rules.

Following the cessation of Mr. YANG Rongbing and the appointment of Mr. LIU
Hoi Keung as the chairman and a member of the Audit Committee on 23 July
2018, the Audit Committee now comprises three members, namely Mr. LIU Hoi
Keung (Chairman), Mr. WANG Zichen and Mr. ZHAO Hong, all being the
independent non-executive Directors.

The Audit Committee and Ernst & Young, the external auditor, have reviewed

the unaudited interim condensed consolidated statements of the Group for
the Period.
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DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS
IN SHARES

To the knowledge of the Board, as at 30 June 2018, the interests and short
positions of the Directors and chief executive of the Company in the Shares,
underlying shares or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) (a) which were
required to be notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests or short positions
which they were taken or deemed to have under such provisions of the SFO),
or (b) which were required, under Section 352 of the SFO, to be entered in the
register referred to in that section, or (c) which were required under the Model
Code to be notified to the Company and the Stock Exchange, were as follows:
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Approximate
percentage to

the issued
Number of  share capital of
Name of Directors Nature of interest Sharesore?) the Company
LR NN
DEITREAN
EEnE EEME IR 8B #EY BABESH
Mr. LI Xiangli (Notes 2, 3 & 4) Interests held jointly with another person 225,722,000 (L) 56.43%
R (ffaE2 3 %4) HE—-ATHRAFEOEZ
Interests of a controlled corporation
LB
Interests of spouse
i
Ms. ZHANG Aiying (Notes 2,4 & 5) Interests held jointly with another person 225,722,000 (L) 56.43%
SREEL L (ME2 4 K5) HE—-ATHRAFEOEZ
Interests of a controlled corporation
LB
Interests of spouse
BB
Mr. LIU Yi (Notes 2 & 6) Interests held jointly with another person 225,722,000 (L) 56.43%

Bl (ffat2 K 6) HHE— AT HAFEN#ER
Interests of a controlled corporation
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Notes:

The letter “L" denotes the person’s long position in the Shares.

On 31 January 2016, Mr. LI Xiangli, Ms. ZHANG Aiying and Mr. LIU Yi entered into
an acting-in-concert deed to acknowledge and confirm that they are parties
acting in concert in respect of each of the members of our Group during and
since the three years ended 31 December 2013, 2014 and 2015 and continue after
the date of the deed. Pursuant to the deed, Ms. ZHANG Aiying and Mr. LIU Yi shall
support Mr. LI Xiangli's decisions on material matters in relation to the operation
and management of the Group by exercising their voting rights at the meetings
of the shareholders and boards of the members of the Group in accordance with
the decision of Mr. LI Xiangli. For details, please refer to the section headed
“Relationship with Controlling Shareholders — Our Controlling Shareholders
Acting in Concert” in the prospectus for the IPO dated 29 June 2016. By virtue of
the SFO, Mr. LI Xiangli, Ms. ZHANG Aiying and Mr. LIU Yi are deemed to be
interested in the Shares which are interested by each other.

Leon Cornerstone Investment Holding Limited (“Leon Investment”) is beneficially
and wholly-owned by Mr. LI Xiangli. By virtue of the SFO, Mr. LI Xiangli is deemed
to be interested in the Shares held by Leon Investment.

Ms. ZHANG Alying is the spouse of Mr. LI Xiangli. By virtue of the SFO, Mr. LI Xiangli
and Ms. ZHANG Aiying are deemed to be interested in the Shares which are
interested by each other.

Swan Stone Investment Holding Limited (“Swan Stone”) is beneficially and wholly-
owned by Ms. ZHANG Aiying. By virtue of the SFO, Ms. ZHANG Aiying is deemed
to be interested in the Shares held by Swan Stone.

Hawk Flying Investment Holding Limited ("Hawk Flying”) is beneficially and
wholly-owned by Mr. LIU Yi. By virtue of the SFO, Mr. LIU Yi is deemed to be
interested in the Shares held by Hawk Flying.

As at 30 June 2018, the issued share capital of the Company was 400,000,000
Shares.

Save as disclosed above and to the best knowledge of the Directors, as at 30

June 2018, there were no interests and short positions of the Directors and
chief executive of the Company in the Shares, underlying shares or debentures
of the Company or any of its associated corporations (within the meaning of
Part XV of the SFO) which were required to be notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests or short positions which they were taken or deemed to

have under such provisions of the SFO), or were required, under Section 352 of
the SFO, to be entered in the register referred to in that section, or were
required under the Model Code to be notified to the Company and the Stock
Exchange.
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SUBSTANTIAL SHAREHOLDERS' INTERESTS IN
THE SHARES

So far as the Directors are aware, as of 30 June 2018, the following
corporations/persons (other than Directors and chief executive of the
Company) had interests of 5% or more in the issued Shares or underlying
shares which would fall to be disclosed to the Company and the Stock
Exchange under the provisions of Divisions 2 and 3 of Part XV of the SFO, or
which were recorded in the register required to be kept by the Company
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under Section 336 of the SFO:

Approximate
percentage to

the issued
Number of  share capital of
Name of Shareholders Nature of interest SharesMore " the Company
(RN
2 #ITRER
BERHSE18 ERME B g g @ BMOB DL
Ms. WEI Yajuan (Note 2) Interests of spouse 225,722,000 (L) 56.43%
BRAEIR 2+ (AYat2) foiBtEss
Leon Investment (Note 3) Beneficial owner 140,882,000 (L) 35.22%
Leon Investment (ff5F 3) EmHA A
Swan Stone (Note 4) Beneficial owner 49,290,000 (L) 12.32%
Swan Stone (fifat 4) ExnEEA
Hawk Flying (Note 5) Beneficial owner 35,550,000 (L) 8.89%
Hawk Flying (P 5E5) EmHEA A
China Certification & Inspection Interests of a controlled corporation
Group Co,, Ltd. ("CCIC") (Note 6) 46,500,000 (L) 11.63%
TERERRE (RE)BRLAF XEEEER
(T ElmERRERE]) (Hite)
China Inspection Company Limited  Interests of a controlled corporation
("CIC") (Note 6) 46,500,000 (L) 11.63%
P ERERER AR R AR
(M=) (KaEe)
China Dragon Inspection & Beneficial owner
Certification (H.K)) Limited
("China Dragon”) (Note 6) 46,500,000 (L) 11.63%
hEERRAE(BEB)ERAE EmBEAA
(T8e ) (Hate)
Mr. LI Dexin (Note 7) Interests of a controlled corporation 23,700,000 (L) 5.93%
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Approximate

percentage to

the issued

Number of  share capital of

Name of Shareholders Nature of interest SharesMore " the Company
RN
B RITRER
RREEEB RERtE R EE @D BRNEDL
New Virtue Investment Holding Beneficial owner
Limited ("New Virtue”) (Note 7) 23,700,000 (L) 5.93%
New Virtue Investment Holding EmHEAA
Limited ([New Virtue |) (#fat 7)
Ms. ZHENG Guangping (Note 8) Interests of spouse 23,700,000 (L) 5.93%
B 22+ (Bfats) foiBiEss

Notes: /s

(1) The letter "L" denotes the person’s long position in the Shares. m BEXFE (L BZALTRBRMHRHLTE -

(2)  Ms. WEI Yajuan is the spouse of Mr. LIU Yi. By virtue of the SFO, Ms. WEI Yajuanis ()  ZIBEXLTEZWEENERS - RE(ESF LB K
deemed to be interested in the Shares which are interested by Mr. LIU Yi. BI) - BRFEIR L AR R BB E B e s 0 AR h o

B -

(3)  Leon Investment is beneficially and wholly-owned by Mr. LI Xiangli. By virtue of ~ (3) Leon Investment A F AT L E B M2 EHEA © RIF
the SFO, Mr. LI Xiangli is deemed to be interested in the Shares held by Leon (BHFREBEEN)  ZFmH 5% &R AR Leon
Investment. Investment BT 8 B A& 1 R HE A #E 25

(4)  Swan Stone is beneficially and wholly-owned by Ms. ZHANG Aiying. By virtue of ~ (4)  Swan Stone HSRERZ LB R 2 EHE < RIFGE
the SFO, Ms. ZHANG Aiying is deemed to be interested in the Shares held by HREE D) - REHELZ TR B Swan Stone FT
Swan Stone. HENBROPHEERES -

(5)  Hawk Flying is beneficially and wholly-owned by Mr. LIU Yi. By virtue of the SFO,  (5) Hawk Flying BE| I £ B R 2 EHEA - BIR(EH
Mr. LIU Yi is deemed to be interested in the Shares held by Hawk Flying. REFEGHI) - 2D 5E AR B Hawk Flying PR

BRI R EA A o

(6) China Dragon is a 99.88% owned subsidiary of CIC, which is a 75% owned (6) FEATBRAR(ATHBRRAEEREE 75%ES
subsidiary of CCIC. By virtue of the SFO, CIC and CCIC are deemed to be interested H T B A 7)) A 99.88% HE = I M BB A 7] o IRIR(FE
in the Shares held by China Dragon. S RBEEDD - FRRAR RS ERBRABERERE

RRPEMSENROPEAES -

(7)  New Virtue is beneficially and wholly-owned by Mr. LI Dexin. By virtue of the SFO,  (7) New Vitue HFEHTE A TR R2EHEA - IRIEGE

Mr. LI Dexin is deemed to be interested in the Shares held by New Virtue. FH R EIEIEHI) - BT 5 AR R New Virtue AT
BAEOROPHEE EE

(8) Ms. ZHENG Guangping is the spouse of Mr. LI Dexin. By virtue of the SFO, Ms.  (8) R FRETRFEHCENRD - BE(EHFRHPE
ZHENG Guangping is deemed to be interested in the Shares which are interested &BI) - MBI TR HEBE AR PR EEREERD
by Mr. LI Dexin. Mt A R -

(9) As at 30 June 2018, the issued share capital of the Company was 400,000,000 Shares.  (9) 720185 6 4308 + ANAF B BTN A 400,000,000

Save as disclosed above and to the best knowledge of the Directors, as at 30
June 2018, no other persons (other than the Directors or the chief executive of
the Company) own interests or short positions in the Shares or underlying
shares as recorded in the register required to be kept by the Company
pursuant to section 336 of the SFO or interests or short positions required to be
disclosed to the Company and the Stock Exchange pursuant to Divisions 2 and
3 of Part XV of the SFO.
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SHARE OPTION SCHEME

The Company had adopted the Share Option Scheme on 5 May 2017. The
purpose of the Share Option Scheme is to enable the Company to grant
options to employees, directors and other participants as incentives or rewards
for their contribution to the Group and/or to enable the Group to recruit and
retain high caliber employees and attract human resources that are valuable to
the Group.

8,000,000 share options, each entitles its holder to subscribe for one Share,
were granted to employees on 4 July 2017.
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Movements in the share options during the Period were as follows: REAfS R BE RS BT ¢
No. of Share Options
BREHE
Granted Lapsed Exercise
Asat during during As at price per
Dateofgrant  Participant 1/1/2018 the Period the Period 30/06/2018 Share Exercise period
R2018%F T AHEE 2018 F
RiAH S8E 1810 BRI K 6A30A SRITEE TS
(HKS)
(B7)
4/7/2017 Employees (aggregate) 2,325,000 - (150,000)° 2,175,000 128 4/7/2018-3/7/2023
B& (&%) 2325000 - (150,000)° 2,175,000 128 4/7/2019-3/7/2024
3,100,000 - (200,0000* 2,900,000 128 4/7/2020-3/7/2025
7,750,000 - (500,000 7,250,000
Notes: Bt -
1. The above share options are vested in one to three years and are exercisable fora 1. FHBERER-—E=FARE AIRNEEHEEER

period of five years commencing from the relevant vesting date and expiring at
the close of business on the last day of the five year period.

2. The Company received a consideration of RMB1.00 from each of the grantees for
the share options granted on 4 July 2017.

3. The share options were held by a grantee who ceased to be an employee of the
Group during the Period.

4. The closing price of the Shares on 3 July 2017, being the business day
immediately before the date on which the options were granted, as quoted on
the Stock Exchange was HK$1.31.

5. No options were exercised or cancelled during the Period.

Apart from the above movements, 3,000,000 share options, each entitles its
holder to subscribe for one Share, were granted to Mr. YANG Rongbing (who
was re-designated from an independent non-executive Director as an
executive Director and appointed as the Vice Chairman of the Company on 23
July 2018) on 23 July 2018. The 3,000,000 share options are exercisable at the
exercise price of HK$1.414 for a period of five years commencing from the
relevant vesting date and expiring at the close of business on the last day of
the five year period. Each of 1,000,000 share options shall be vested on 23 July
2018, 23 July 2019 and 23 July 2020 respectively. The Company received a
consideration of RMB1.00 from Mr. YANG Rongbing for the share options
granted to him.
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REPORT ON REVIEW OF INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

FHIERGRSMBERRERRS

Ernst & Young

22/F CITIC Tower

1 Tim Mei Avenue
Central, Hong Kong

EY:

To the shareholders of China Leon Inspection Holding Limited
(Incorporated in Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the accompanying interim condensed consolidated
statement of financial position of China Leon Inspection Holding Limited (the
“Company”) and its subsidiaries (together, the “Group”) as at 30 June 2018 and
the related interim condensed consolidated statements of profit or loss and
other comprehensive income, changes in equity and cash flows for the six
months period 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 condensed consolidated financial
statements to be in compliance with the relevant provisions thereof and
International Accounting Standard 34 Interim Financial Reporting (“IAS 34")
issued by the International Accounting Standards Board.

The directors of the Company are responsible for the preparation and
presentation of these interim condensed consolidated financial statements in
accordance with IAS 34. Our responsibility is to express a conclusion on these
interim condensed consolidated financial statements 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.

30 CHINALEON INSPECTION HOLDING LIMITED « INTERIM REPORT 2018

TGRSR AT Tel E:%: +852 2846 9888
BEBRRANEBIR Fax {€H:+852 2868 4432
PERE221E ey.com

HhENBRBRERERLTDZEERR
(RESEEFMHAIAEREEAA)

ISRl

B EMBEM BB RBIERERAR (&
REDREMBAR (SEAIEEE )R 2018
Fo6A30 BT HERASEHBHINARREEZX
B LA A SR 2 HA P S Ra S BE LR
EHBER  BREHRIRERERALRE
M - (BRMERZIMBERRRESR LWARA)
BE - BERTHERGEMBERRNBRSHAER
ANAHAHRERRR e ENZEGRM 2
CEIBR &Rt 2ERID 5B 34 5% [ AR & | ([KBIRR
GETERIDE 345 ©

ERAEFEERB(AR G ER)FE 345K R
R 2VNZETHRERGEEMBERE - RANE
TRREEHGERY T HERRSMBHRRED
W WIRBTHEMNRBFRERBERRRE
& RSN ABEREEME AN - BHATE
AT E 2 AR E EFAEMA LB EFREER
Bff-



REPORT ON REVIEW OF INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

FHIERGRSMBERRERRS

SCOPE OF REVIEW

We conducted our review in accordance with International Standard on Review
Engagements 2410 Review of Interim Financial Information Performed by the
Independent Auditor of the Entity issued by the International Auditing and
Assurance Standard Board. A review of interim condensed consolidated
financial statements consists of making inquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical and
other review procedures. A review is substantially less in scope than an audit
conducted in accordance with International 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 accompanying interim condensed consolidated financial
statements are not prepared, in all material respects, in accordance with IAS 34.

Ernst & Young

Certified Public Accountants
Hong Kong

24 August 2018
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FHIEAGRSREREMZEER R

FOR THE SIX MONTHS ENDED 30 JUNE 2018
HZE2018%F 6 A30H IE/NEA

For the six months

ended 30 June
BZ6A30HL<EA
2018 2017
2018 20174
(Unaudited) (Unaudited)
(REER) (RigEZ)
Notes RMB’000 RMB'000
BtaF AR¥ T ARETT
REVENUE WA 3 101,895 105,909
Cost of sales SHERAR (47,696) (48,767)
Gross profit el 54,199 57,142
Other income and gains R PN 4 1,352 661
Selling and distribution expenses HE RO HEMX (1,946) (1,046)
Administrative expenses THAX (39,227) (26,351)
Other expenses HAn St (1,440) (1,716)
Finance costs BhE AR 6 (590) (185)
Share of profit or loss of a joint venture BihaehtERBETER
and an associate F sk B8 (209) (40)
PROFIT BEFORE TAX A1 FI 5 12,139 28,465
Income tax expense FriS®if X 7 (4,787) (5,306)
PROFIT FOR THE PERIOD M AE 7,352 23,159
Attributable to: AT S IHREN
Owners of the parent [SYNCIEZZSUN 11,435 23,068
Non-controlling interests FEIE AR M B (4,083) 91
7,352 23,159
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
FHIEAGRSREREMZEER R

FOR THE SIX MONTHS ENDED 30 JUNE 2018
HZE2018%F 6 A30H IE/NEA

For the six months
ended 30 June
BZ6H30HIEAER
2018 2017
2018 20174
(Unaudited) (Unaudited)
(REER) (REEERZ)
Note RMB’000 RMB'000
Kta AR%T R ARETTT
OTHER COMPREHENSIVE Htt2mEkz(BE)
INCOME/(LOSS)
Other comprehensive income/(loss) REEEHRER D BEEERN
to be reclassified to profit or loss HEmrmikzs, (BE)
in subsequent periods (net of tax): (TR -
Exchange differences on translation BEGINETSRIIE =58
of foreign operations 457 (609)
OTHER COMPREHENSIVE HRHEMEEmKE - (EE)
INCOME/(LOSS) (RRBEFO)
FOR THE PERIOD, NET OF TAX 457 (609)
TOTAL COMPREHENSIVE INCOME HRZzEHKREHE
FOR THE PERIOD 7,809 22,550
Attributable to: AT & IEFEAS -
Owners of the parent [SYNSIETZ PN 11,892 22459
Non-controlling interests SRR R (4,083) 9
7,809 22,550
EARNINGS PER SHARE BAREBREZFEA
ATTRIBUTABLE TO ORDINARY EiEEREF
EQUITY HOLDERS OF THE PARENT
Basic AR 9 RMB2.86 cents RMB5.77 cents
AR#2.86 % AR¥ES77 5
Diluted e 9 RMB2.85 cents RMBS5.77 cents
AR%2.85% AR¥5775
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
RHA A GRS MBI R

30 JUNE 2018
20186 A30H
30 June 31 December
2018 2017
2018 20174
6 A30H 12H31H
(Unaudited) (Audited)
(REER) (fe&%)
Notes RMB’000 RMB’000
MaE AR¥T AREETIT
NON-CURRENT ASSETS FRBEE
Property, plant and equipment ME - R NMRE 10 108,753 106,488
Investment properties WEME 11 21,355 21,992
Prepaid land lease payments TEfT T A E FUIR 12 6,076 6,198
Goodwiill [GES 572 572
Intangible assets B EE 1,067 732
Investment in a joint venture RE&EPEMNEE = 1,678
Investment in an associate REEPEMIEE 2,899 3,108
Deferred tax assets EERIRE B 853 1,041
Prepayments, deposits and TARFIE ~ e REAM
other receivables JE W KR 14 771 929
Total non-current assets FRBEELE 142,346 142,738
CURRENT ASSETS REBEE
Trade and bills receivables 2 5 WA KRR E IR 13 34,444 22,563
Prepayments, deposits and TERNFRIE - e REAM,
other receivables B FTE 14 19,268 18,581
Available-for-sale investments A ERE 15 - 21,300
Other current financial assets HEMnehemEE 15 16,300 -
Pledged deposits g e 16 398 397
Cash and cash equivalents Re MRS EEY 16 56,428 48,791
Total current assets MEVEERLE 126,838 111,632
CURRENT LIABILITIES REEE
Trade payables B SN RIA 17 7,779 3718
Contract liabilities BHEaE 1,989 1,569
Other payables and accruals H e FRIE R FERTIA B 18 28,738 30,102
Interest-bearing bank loans and FFERITER K
an other borrowing HibfER 19 6,265 6,061
Tax payable FEARTL K 3,368 1,801
Dividend payable FERTAR B 10,000 -
Interest payables FERTHE 73 -
Total current liabilities A EeaRE 58,212 43,251
NET CURRENT ASSETS MENE EFE 68,626 68,381
TOTAL ASSETS LESS CURRENT EELAERRBAR
LIABILITIES 210,972 211,119
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
RHA A GRS MBI R

30 JUNE 2018
20185F6H30H
30 June 31 December
2018 2017
2018 % 20174
6 A30H 12A318
(Unaudited) (Audited)
(RRER) (EZ)
Note RMB’000 RMB’000
Mt ARET T ARET T
NON-CURRENT LIABILITIES FREBEME
Interest-bearing bank loans and SFERITERR
other borrowings Hib g 19 11,496 11,681
Deferred tax liabilities EEFIEAE 1,111 1,111
Other payables H b E FIAR 25 29
Total non-current liabilities EmB B ERE 12,632 12,821
Net assets BEZE 198,340 198,298
EQUITY R
Equity attributable to owners FAREEAEGER
of the parent
Share capital %N 131 131
Reserves HE 198,065 195,075
198,196 195,206
Non-controlling interests IR e 144 3,092
Total equity B 198,340 198,298
LI Xiangli LIV Yi
ZEF 2|y
Director Director
- EF
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FHIEAGEEREER

FOR THE SIX MONTHS ENDED 30 JUNE 2018
HZ2018%6 A308 (F/~E A

Attributable to owners of the parent

BATER AL
*Exchange Non-
Share *Capital  *Statutory  fluctuation  *Retained controlling Total
capital reserve reserves reserve profits Total interests equity
g
Re  EARE iTREE  RBRE  REAR B FBRER  BRAE
(Unaudited)  (Unaudited)  (Unaudited) ~ (Unaudited) ~ (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
(REgn) (RE%%) (KEE8R) (REBR) (REBR) (RE3R) (REER) (REED)
RMB1000 RMB1000 RMB1000 RMBI000 RMB1000 RMBI000 RMB1000 RMB000
ARETT ARETT ARETT ARETL ARBTL ARETR ARETR ARETR
Asat 1 January 2018 R8F1 A8 131 92,895 15,755 131 85,114 195,206 3,092 198,298
Profit/oss) for the period HnilE/ (58) - - - - 11,435 11,435 (4,083) 7,352
Other comprehensive income for the period: B E /12 EME -
Bichange diferenceson trandationof -~ EGH EEMER £
foreign operations - - - 457 - 457 - 457
Total comprehensive incorne/{loss) En2EkE/ (BB 8%
for the period - - - 457 11,435 11,892 (4,083) 7,809
Final 2017 dividend declared (note ) HERMN 207 BARE (Fits) - - - - (10,0000 (10,000) - (10,000)
Equity-settled share option INEREENBRESR (M)
arangements (note 20) - 521 - - - 521 - 521
Equity transactions with non-controlling ~ EE3FRRIRRMVES R
shareholders - 577 - - - 577 (577) -
Acquisition of a subsidiary (note 1) WERBAR W) - = - = - = 1,712 1,712
Asat 30 June 2018 R8E6A0E 131 93,993 15,755 1,768 86,549 198,196 144 198,340
Asat 1 January 2017 R07E1A1A 131 93019 11426 3206 63848 171,650 - 171650
Proftfor the period BhiE - - - - 23068 23068 9 pERE
Other comprehensive loss for the period: ~ EARE A EREE -
Bichange differences ontranslation of BB EBMELEE
foreign operations - - - (609) - (609) - (609)
Total comprehensive income/loss) HNRENE/ (FR)LE
for the period - - - (609) 23068 22459 91 22550
Final 2016 dividend declared FERM 6 FERRE - - - - (10000) (10000) - (10,000)
Capital contributions from non-controlling~ SERRRRME A
shareholders - - - - - - 2413 2413
Acquisition of a subsidiary YENBAR - - - - - - 30 370
Asat 30 une 2017 176 A3A 31 %019 1142 2617 096 184109 Wh 18698
* As at 30 June 2018, these reserve accounts comprise the consolidated reserves of ~ * R2018F6 308 % ERMERLETHERALGE

RMB198,065,000 (unaudited) (31 December 2017: RMB195,075,000) in the interim
condensed consolidated statement of financial position.

BISHRR R R WAV AR S RS A R 5 198,065,000 7T (R
LEIZ) (2017912 8318 « AR 1950750007T) °
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
FHIEAGERERER

FOR THE SIX MONTHS ENDED 30 JUNE 2018
HZE2018F6 A30HIENEA

For the six months
ended 30 June
BZ6HA30HILAEA

2018 2017
2018 20174
(Unaudited) (Unaudited)
(REEX) (REEER)
Notes RMB’000 RMB'000
BtaF AR%T AREFT
CASH FLOWS FROM OPERATING RETHFERERE
ACTIVITIES
Profit before tax AT A E 12,139 28,465
Adjustments for: BT SIBEELAE
Share of profit of a joint venture AL ENE - (5)
Share of loss of an associate FE(E B & HE 1R 209 45
Finance costs RLE A 6 590 185
Depreciation of property, M - WEREBHERITE
plant and equipment 5 5,291 4,241
Depreciation of investment properties KEMENITE 5 637 606
Amortisation of prepaid land TEAT 1 b 0 & SRR 5
lease payments 5 122 122
Amortisation of intangible assets A E 5 44 44
(Gain)/loss on disposal of items of HEWE - WENMEBEIER
property, plant and equipment, net # (W) 1B FE 5 5 (119) 18
Gain on disposal of bank financial HERITEN EROE
products 5 (307) (65)
Impairment of trade and other B 5 FE W IR I E MR UL
receivables SKIERRE 5 193 358
Equity-settled share option expense AR A E B R 5 521 -
19,320 34,014
Increase in trade and bills receivables E 5 FE WA e R R IR 38 0 (12,064) (16,475)
Decrease/(increase) in prepayments, FENEIE - RS R EMEK
deposits and other receivables IR, () 845 (2,025)
Increase in trade payables B 5 FRIE N 4,061 1,495
Decrease in contract liabilities, AHAGE - HAENRIER
other payables and accruals JERTIE B B> (1,553) (1,594)
Cash generated from operations KEEANES® 10,609 15415
Income tax paid BFEH (2,985) (1,128)
Net cash flows from operating activities KL EHMEREREFHAE 7,624 14,287

FEERRIZEBAERAT - 2018 ERHRE 37




INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
RHEREeReRER
BEOFADEIAEA

For the six months
ended 30 June
BZE6A30HL<EA
2018 2017
2018 F 2017 4
(Unaudited) (Unaudited)
(REER) (RigEZ)
Notes RMB’000 RMB'000
BtaF AR¥ T AREFT
CASH FLOWS FROM INVESTING REZBHERERE
ACTIVITIES
Purchases of items of property, BEWE BELREEER
plant and equipment (7,831) (27,813)
Payment for intangible assets B EERR (200) -
Proceeds from disposal of items of REYE  BWEMREEB
property, plant and equipment FriS k18 340 262
Purchase of bank financial products BEIRTEVER (40,000) (41,500)
Disposal of bank financial products HERITIEME R 45,000 38,500
Gain on disposal of bank financial products €& $R7TIE B EE i s 5 307 65
Purchase of an interest in an associate EEBREPENER - (1,550)
Acquisition of a subsidiary, UREEFT B A A -
net of cash acquired MRS ES 21 2,369 (498)
(Increase)/decrease in pledged deposits 2HIRFER (M), E (1) 415
Net cash flows used in investing activities & EE AR SR E F4E (16) (32,119)
CASH FLOWS FROM FINANCING METHIERERE
ACTIVITIES
Capital contributions from non-controlling  FEFEIRAR 5255 &
shareholders - 2413
New bank loans and an other borrowing FTIRITE R R EMER 18,000 24,690
Repayment of bank loans and an ERRITERREMEK
other borrowing (17,981) (10,244)
Interest paid BAFE (516) (1,514)
Dividend paid BT S - (10,000)
Net cash flows (used in)/from financing BEES (TR, i3 e
activities MEFEE (497) 5,345
NET INCREASE/(DECREASE) IN CASH ReRESEEYEM
AND CASH EQUIVALENTS Om2) 288 7,111 (12,487)
Effect of foreign exchange rate changes, net 4N [ 3R & Eh g2 2 5 58 526 (177)
Cash and cash equivalents at beginning YIRS MRS EEY
of the period 48,791 63,450
CASH AND CASH EQUIVALENTS HARARERASEEY
AT END OF THE PERIOD 56,428 50,786
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SRR B R & M B R RO

30 JUNE 2018
201856 H30H

1.

CORPORATE AND GROUP INFORMATION

China Leon Inspection Holding Limited (the “Company”) is a limited
liability company incorporated in the Cayman Islands on 29 July 2015.
The registered office address of the Company is PO Box 1350, Clifton
House, 75 Fort Street, Grand Cayman KY1-1108, Cayman Islands. The
Company'’s shares have been listed on The Stock Exchange of Hong
Kong Limited from 12 July 2016.

The Company is an investment holding company. During the period, the
Company and its subsidiaries (collectively referred to as the “Group”) are
principally engaged in the testing and inspection of coal and coke in the
People’s Republic of China (the “PRC").

In the opinion of the directors, the Company was under the control of
Mr. LI Xiangli (ZXMA]) and Ms. ZHANG Aiying (3R 55) . Mr. LI Xiangli
and Ms. ZHANG Alying are spouses.

BASIS OF PREPARATION AND CHANGES TO
THE GROUP’S ACCOUNTING POLICIES

2.1 Basis of preparation

The interim condensed consolidated financial statements for the
six months ended 30 June 2018 have been prepared in
accordance with International Accounting Standard (“IASs”) 34
Interim Financial Reporting and the disclosure requirements of the
Rules Governing the Listing of Securities on the Stock Exchange of
Hong Kong Limited (“Listing Rules”).

The interim condensed consolidated 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 year ended 31
December 2017.

The interim condensed consolidated financial statements are
presented in Renminbi ("RMB") and all values are rounded to the
nearest thousand except when otherwise indicated.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
R RAE B R & M F R RO o

30 JUNE 2018
201846 A30

H

2. BASIS OF PREPARATION AND CHANGES TO
THE GROUP’'S ACCOUNTING POLICIES
(CONTINUED)

2.2

New standards, interpretations and
amendments adopted by the Group

The accounting policies adopted in the preparation of the interim
condensed consolidated financial statements are consistent with
those followed in the preparation of the Group’s annual
consolidated financial statements for the year ended 31 December
2017, except for the adoption of new standards effective as of 1
January 2018. The Group has not early adopted any other
standard, interpretation or amendment that has been issued but
is not yet effective.

The Group applies, for the first time, IFRS 15 Revenue from Contracts
with Customers and IFRS 9 Financial Instruments but did not restate
previous financial statements and recognise transition
adjustments against the opening balance of equity at 1 January
2018. The nature and the effect of these changes are disclosed
below.

Several other amendments and interpretations apply for the first
time in 2018, but do not have an impact on the interim condensed
consolidated financial statements of the Group.

IFRS 15 Revenue from Contracts with Customers

IFRS 15 supersedes IAS 11 Construction Contracts, IAS 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 IFRS 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.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SRR B R & M B R RO

30 JUNE 2018
201846 A30

H

2. BASIS OF PREPARATION AND CHANGES TO
THE GROUP’'S ACCOUNTING POLICIES
(CONTINUED)

2.2

New standards, interpretations and
amendments adopted by the Group (continued)

IFRS 15 Revenue from Contracts with Customers (continued)

The Group adopted IFRS 15 from 1 January 2018 using the
modified retrospective method of adoption and applied the
method only to the contracts that are not completed at the date
of initial application. The adoption of IFRS 15 has no material
impact on the Group's financial statements.

The Group's contracts with customers for the provision of coal and
coke testing and inspection services generally include one
performance obligation. The Group has concluded that revenue
from provision of testing services should be recognised at the
point in time when the test result is delivered to the customer.

As required for the condensed interim financial statements, the
Group disaggregated revenue recognised from contracts with
customers into categories that depict how the nature, amount,
timing and uncertainty of revenue and cash flows are affected by
economic factors. Refer to note 3 to this condensed interim
financial statements for the disclosure on disaggregated revenue.

IFRS 9 Financial Instruments

IFRS 9 Financial Instruments replaces IAS 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.

The Group has applied IFRS 9 retrospectively, with the initial
application date of 1 January 2018. The Group did not restate the
comparative information for the period beginning 1 January 2017.
Therefore, the comparative information for each of the primary
financial statements would follow the classification and
measurement requirements of IAS 39.
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30 JUNE 2018
201856 H30H

2. BASIS OF PREPARATION AND CHANGES TO
THE GROUP’'S ACCOUNTING POLICIES
(CONTINUED)

2.2 New standards, interpretations and
amendments adopted by the Group (continued)

IFRS 9 Financial Instruments (continued)

2,

A reconciliation between the carrying amounts under IAS 39 to
the balances reported under IFRS 9 as of 1 January 2018 is as
follows:

mAEEERAEBEAERS
g (&)

2.2 REBEMWIFETZER -
RAZET (&)
(BB SREER) FoKLAMT A
(&)
M2018F 1 A1 BCEBE &R FH
3957 T8 T AR T & B AR 5 B PR B 75 3R
EHEBNEIF MM ERNT ¢

2

Measurement category Carrying amount
STERR FHE
IAS 39 IFRS 9 IAS 39 IFRS 9 Difference
(Bl e st E8l) (PR B s e 2R (ERegstel) (ARUBRS
F39% F9% #39% EANE R 28
(Unaudited) (Unaudited) (Unaudited)
(REERZ) (RE#ERZ) (REEER)
RMB'000 RMB'000 RMB'000
ARETT ANRETFT ARBF
Financial assets
tREE
Other current financial assets
HngemAE
Bank financial products Available-for-sale financial assets Financial assets at FVPL 21,300 21,300 -
RITEMER HHESREE BOABEGABREN
SREE
Trade and bills receivables  Loans and receivables Financial assets at amortised cost 22,563 22,563 -
BHEYGUERERRE ERRERFE BREHERAGTENEREER
Financial assetsincluded in -~ Loans and receivables Financial assets at amortised cost 9,257 9257 -
prepayments, deposits and
other receivables
SIABRRE ek  ERREKTUE RERNATEN e REARE
HERRENSRERE
Pledged deposits Loans and receivables Financial assets at amortised cost 397 397 -
BERER ERREWTIE REEN T ENESREE
Cash and bank equivalents  Loans and receivables Financial assets at amortised cost 48791 48791 -

R RETEED ERRERHE REHERATENEREE
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SRR B R & M B R RO

30 JUNE 2018
201856 H30H

2. BASIS OF PREPARATION AND CHANGES TO
THE GROUP’'S ACCOUNTING POLICIES
(CONTINUED)

2.2 New standards, interpretations and
amendments adopted by the Group (continued)

IFRS 9 Financial Instruments (continued)

(a)

Classification and measurement

Except for certain trade and other receivables, under IFRS 9,
the Group initially measures a financial asset at its fair value
plus, in the case of a financial asset not at fair value through
profit or loss, transaction costs.

Under IFRS 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”).
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2. BASIS OF PREPARATION AND CHANGES TO
THE GROUP’'S ACCOUNTING POLICIES
(CONTINUED)

2.2 New standards, interpretations and
amendments adopted by the Group (continued)

IFRS 9 Financial Instruments (continued)

(a)

Classification and measurement (continued)

The new classification and measurement of the Group's
financial assets are as follows:

Financial assets at FVPL comprise bank financial
products whose cash flow characteristics fail to meet
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. Under IAS 39, the Group’s bank financial
products were classified as available-for-sale financial
assets.

The Group's other financial assets continue to be
measured at amortised cost upon the initial
application of IFRS 9.

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.

The accounting for the Group's financial liabilities remains
largely the same as it was under IAS 39. Similar to the
requirements of IAS 39, IFRS 9 requires contingent
consideration liabilities to be treated as financial
instruments measured at fair value, with the changes in fair
value recognised in the statement of profit or loss and other
comprehensive income.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SRR B R & M B R RO

30 JUNE 2018
201856 H30H

2. BASIS OF PREPARATION AND CHANGES TO
THE GROUP’'S ACCOUNTING POLICIES
(CONTINUED)

2.2 New standards, interpretations and
amendments adopted by the Group (continued)

IFRS 9 Financial Instruments (continued)

(a)

(b)

Classification and measurement (continued)

Under IFRS 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.

The accounting for derivatives embedded in financial
liabilities and in non-financial host contracts has not
changed from that required by IAS 39.

Impairment

The adoption of IFRS 9 has fundamentally changed the
Group's accounting for impairment losses for financial assets
by replacing IAS 39's incurred loss approach with a forward-
looking expected credit loss (ECL) approach.

IFRS 9 requires the Group to record an allowance for ECLs
for all loans and other debt financial assets not held at FVPL.

ECLs are based on the difference between the contractual
cash flows due in accordance with the contract and all the
cash flows that the Group expects to receive. The shortfall is
then discounted at an approximation to the asset’s original
effective interest rate.

For trade and other receivables, the Group has applied the
standard'’s simplified approach and has calculated ECLs
based on lifetime expected credit losses. The Group has
established a provision matrix that is based on the Group's
historical credit loss experience, adjusted for forward-
looking factors specific to the debtors and the economic
environment.
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H

2. BASIS OF PREPARATION AND CHANGES TO
THE GROUP’'S ACCOUNTING POLICIES
(CONTINUED)

2.2

New standards, interpretations and
amendments adopted by the Group (continued)

IFRS 9 Financial Instruments (continued)

(b)  Impairment (continued)

The Group considers a financial asset in default when
contractual payment are 90 days past due. However, in
certain cases, the Group may also consider a financial asset
to be in default when internal or external information
indicates that the Group is unlikely to receive the
outstanding contractual amounts in full before taking into
account any credit enhancements held by the Group.

The statement of financial position as at 31 December 2017
does not have to be restated because the change of the
policy causes little impact on the balances.

IFRIC Interpretation 22 Foreign Currency Transactions and
Advance Considerations

The Interpretation clarifies that, in determining the spot exchange
rate to use on initial recognition of the related asset, expense or
income (or part of it) on the derecognition of a non-monetary
asset or non-monetary liability relating to advance consideration,
the date of the transaction is the date on which an entity initially
recognises the non-monetary asset or non-monetary liability
arising from the advance consideration. If there are multiple
payments or receipts in advance, then the entity must determine
a date of the transactions for each payment or receipt of advance
consideration. This Interpretation does not have any impact on
the Group's consolidated financial statements.

Amendments to |IAS 40 Transfers of Investment Property

The amendments clarify when an entity should transfer property,
including property under construction or development into, or
out of investment property. The amendments state that a change
in use occurs when the property meets, or ceases to meet, the
definition of investment property and there is evidence of the
change in use. A mere change in management’s intentions for the
use of a property does not provide evidence of a change in use.
These amendments do not have any impact on the Group's
consolidated financial statements.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SRR B R & M B R RO

30 JUNE 2018
201846 A30

H

2. BASIS OF PREPARATION AND CHANGES TO
THE GROUP’'S ACCOUNTING POLICIES
(CONTINUED)

2.2

New standards, interpretations and
amendments adopted by the Group (continued)

Amendments to IFRS 2 Classification and Measurement of
Share-based Payment Transactions

The IASB issued amendments to IFRS 2 Share-based Payment in
June 2016 that address three main areas: the effects of vesting
conditions on the measurement of a cash-settled share-based
payment transaction; the classification of a share-based payment
transaction with net settlement features for withholding tax
obligations; and accounting where a modification to the terms
and conditions of a share-based payment transaction changes its
classification from cash settled to equity settled. On adoption,
entities are required to apply the amendments without restating
prior periods, but retrospective application is permitted if elected
for all three amendments and other criteria are met. The Group
has no share-based payment transaction with net settlement
features for withholding tax obligations and had not made any
modifications to the terms and conditions of its share-based
payment transaction. Therefore, these amendments do not have
any impact on the Group's consolidated financial statements.

Amendments to IFRS 4 Applying IFRS 9 Financial
Instruments with IFRS 4 Insurance Contracts

The amendments address concerns arising from implementing
the new financial instruments standard, IFRS 9, before
implementing IFRS 17 Insurance Contracts, which replaces IFRS 4.
The amendments introduce two options for entities issuing
insurance contracts: a temporary exemption from applying IFRS 9
and an overlay approach. These amendments are not relevant to
the Group.
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2. BASIS OF PREPARATION AND CHANGES TO
THE GROUP’'S ACCOUNTING POLICIES
(CONTINUED)

2.2

New standards, interpretations and
amendments adopted by the Group (continued)

Amendments to IAS 28 Investments in Associates and Joint
Ventures — Clarification that measuring investees at fair
value through profit or loss is an investment-by-investment
choice

The amendments clarify that an entity that is a venture capital
organisation, or other qualifying entity, may elect, at initial
recognition on an investment-by-investment basis, to measure its
investments in associates and joint ventures at fair value through
profit or loss. If an entity, that is not itself an investment entity, has
an interest in an associate or joint venture that is an investment
entity, the entity may, when applying the equity method, elect to
retain the fair value measurement applied by that investment
entity associate or joint venture to the investment entity
associate’s or joint venture's interests in subsidiaries. This election
is made separately for each investment entity associate or joint
venture, at the later of the date on which: (a) the investment entity
associate or joint venture is initially recognised; (b) the associate or
joint venture becomes an investment entity; and (c) the
investment entity associate or joint venture first becomes a parent.
These amendments do not have any impact on the Group’s
consolidated financial statements.

Amendments to IFRS 1 First-time Adoption of International
Financial Reporting Standards — Deletion of short-term
exemptions for first-time adopters

Short-term exemptions in paragraphs E3-E7 of IFRS 1 were
deleted because they have now served their intended purpose.
These amendments do not have any impact on the Group's
consolidated financial statements.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SRR B R & M B R RO

30 JUNE 2018
201856 H30H

3.

REVENUE FROM CONTRACTS WITH
CUSTOMERS

Set out below is the disaggregation of the Group’s revenue from
contracts with customers:

3. BEFEHNHBA

TXHIAREETF SR ARAR :

For the six months

ended 30 June
BZ6H30HILAEA
2018 2017
2018 2017 4
(Unaudited) (Unaudited)
(REER) (RigEZ)
RMB’000 RMB'000
AR¥ T ARETT
Type of service PR A
Testing services ORI AR 75 84,306 87,838
Surveying services EFIRE 13,289 14,417
Witnessing and ancillary services RF#EREHBR 4,300 3,654
Total revenue from contracts with EESHNWAEEE
customers 101,895 105,909
Geographical markets BT
Mainland China AR A 3, 92,266 105,251
Overseas o 9,629 658
Total revenue from contracts with BEEEHNW AL
customers 101,895 105,909
Timing of revenue recognition R R E
Services transferred at a point in time TR RS R AR 101,895 105,909
Total revenue from contracts with BEEEHWALE
customers 101,895 105,909

The Group recognised impairment losses on receivables arising from
contracts with customers, included under other expenses the statement
of profit or loss and other comprehensive income, amounting to
RMB193,000 and RMB198,000 for the six months ended 30 June 2018
and 2017, respectively.

The Group's revenue and contribution to consolidated results are mainly
derived from coal testing and related technical services, which is
regarded as a single reportable segment in a manner consistent with the
way in which information is reported internally to the Group's senior
management for purposes of resource arrangement and performance
assessment. Accordingly, no segment information by profit, asset and
liability is presented.

HZE2018F K2017F6 A30R LA -
AEEER T ABSEREGEZEKIRD
HpFEXBTIREFANEENERRIBR
EEES B AARBEI193000T kAR
198,000 7T °
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
R RAE B R & M F R RO o

30 JUNE 2018
20186 A30H
4. OTHER INCOME AND GAINS 4. HMRARWKE
An analysis of the Group’s other income and gains is as follows: HAREBHMIEARKBEODITEHINOT -
For the six months
ended 30 June
BZ6A30HLLKEA
2018 2017
2018 2017 5
(Unaudited) (Unaudited)
(REERX) (REEER)
Note RMB’000 RMB'000
Mfat AR%T R ARET T
Otherincome Hug A
Bank interest income RITH BUA 27 15
Tax refund R 400 86
Rental income HaUA 307 282
734 383
Gains Wz
Gain on disposal of bank financial HERITIENE R A
products 307 65
Gain on acquisition of subsidiaries Uk BE B BB N BRI Uk 2% 21 34 85
Gain on disposal of items of property, HEWZE « BEK&&
plant and equipment 15 B s 162 15
Others EHib 115 113
618 278
1,352 661
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SRR B R & M B R RO

30 JUNE 2018
2018%F6 A30H
5. PROFIT BEFORE TAX 5. BAIFIE
The Group's profit before tax is arrived at after charging/(crediting): REBEMFAAMBLENG,(GFA) A TE
BIGH
For the six months
ended 30 June
BZE6H30HLLAXEA
2018 2017
2018 F 20174
(Unaudited) (Unaudited)
(REEX) (REEER)
Notes RMB’000 RMB'000
MtaE ARET R ARETTT
Cost of services provided Fir2 AR 7% B0 B AR 47,696 48,767
Depreciation of property, ME - BERZERTE
plant and equipment 10 5,291 4,241
Depreciation of investment properties & & Y& 11 637 606
Amortisation of prepaid land lease TEfT T A & IR EE S
payments 12 122 122
Amortisation of intangible assets A 44 44
Research and development costs: B R AR -
Current period expenditure REARA S 2,965 1,856
Minimum lease payments under KEMEEETHEMES -
operating leases:
Land and buildings T REF 3,283 3,838
Employee benefit expenses (including EE®@FIHAY (BiEES
directors’ and the chief executive's EESTBRABEHB)
remuneration):
Wages and salaries TERY® 40,462 28,096
Pension scheme contributions RIS EFEI R 2,806 2,629
Welfare and other expenses aH R E AR 4,995 5,726
Equity-settled share option expense  DARE#S 45 E Y BB IS R 2 20 521 -
48,784 36,451
Impairment of trade receivables 2 S EWRIERE 193 198
Impairment of other receivables L U SR OB R (B = 160
(Gain)/loss on disposals of items of HEWE  BENKREEER
property, plant and equipment, net &) (Wezs) B HEIFER (119) 18
Bank interest income HRITH B UA (27) (15)
Gain on disposal of bank financial HERTEVERMKRES
products (307) (65)

EHERRIZERARAT - 2018 ERHERE 51



NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

PR AR S M F IR RO e

30 JUNE 2018
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6. FINANCE COSTS 6. BERAX
An analysis of finance costs is as follows: HRERANDTEHINAT ¢
For the six months
ended 30 June
BZ6A30HLLKEA
2018 2017
2018 2017 5
(Unaudited) (Unaudited)
(REEX) (REEER)
RMB’000 RMB'000
ARET R ARET T
Interest on bank loans and other borrowings  $877 & 7k J2 EAth & 5 K &8, 590 185
INCOME TAX 7. FRE®

Pursuant to the local rules and regulations of the Cayman Islands and
the British Virgin Islands, the Group is not subject to any income tax in
the Cayman Islands and the British Virgin Islands.

The Company’s subsidiary incorporated in Hong Kong is subject to
income tax at the rate of 16.5% on the estimated assessable profits. No
provision for Hong Kong profits tax has been provided as the Group did
not generate any assessable profits arising in Hong Kong for the six
months ended 30 June 2018 and 2017.

The Company'’s subsidiaries in Mainland China are subject to income tax
at a statutory rate of 25% on their respective taxable income, except for
Beijing Huaxia Lihong Commodity Inspection Co., Ltd. (“Beijing Huaxia
Lihong"), which has been identified as a “high and new technology
enterprise” and was entitled to a preferential income tax rate of 15% for
the six months ended 30 June 2018 and 2017.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

PR R iR S M F IR RO e

30 JUNE 2018
201856 H30H

7. INCOME TAX (CONTINUED)

Taxes on profits assessable elsewhere have been calculated at the rate of
tax prevailing in the jurisdictions in which the Group operates, based on
existing legislation, interpretations and practices in respect thereof.

7. Fr® (&)
Hfth 00 B SRR B 2 BIR B RIBRATA
Bl HEMZREREN  RARELE
FRTER R A S B 2 BATR K -

For the six months

ended 30 June
BZ6H30R1L<EA
2018 2017
2018 2017 4F
(Unaudited) (Unaudited)
(REER) (REEEZ)
RMB’000 RMB’000
AR¥ TR ARETIT
Current income tax BIERFR 1SR
— Mainland China — R 4,599 5,593
— Elsewhere — Hibih[& - 38
Deferred IEIE 188 (325)
Tax charge for the period B TES 4,787 5,306
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
R RAE B R & M F R RO o

30 JUNE 2018
201856 H30H

7.

INCOME TAX (CONTINUED)

A reconciliation of the tax expense applicable to profit before tax at the
statutory rate for the jurisdictions in which the Company and the

majority of its subsidiaries are domiciled to the tax expense at the

effective tax rate is as follows:

Frig % ()
BAREARARLAS BHERRMNE
ASAE AR B AT E 0B A B M B
T 0 3% SRR T I 4 2 S BT P B0 R
0

For the six months

ended 30 June
BZ6H30HLLAEA
2018 2017
2018 F 20174
(Unaudited) (Unaudited)
(REER) (REEFEZ)
RMB’000 RMB'000
AR®T T ARETT
Profit before tax ER RN 12,139 28,465
Income tax charge at the statutory income 5% BNETE ST A E
tax rate of 25% BIPTIS B2 i 3,035 7,116
Effect of different income tax rate for BINEBTREMEHENTE
overseas entities (85) (44)
Effect of preferential income tax rate FISHEBERENTE (2,467) (2,927)
Tax losses not recognised RERMBIARE 3,674 1,481
Tax losses utilised from previous periods BB R 2 BIEE B (34) (316)
Expenses not deductible for tax TRIFLF X 312 208
Additional tax deduction for research and i3S A S A R AR A
development expenditure (260) (219)
Effect of withholding tax on the distributable  FB30F: & 78 £ [& b B Ff} /B8
profits of the Group’s PRC subsidiaries NAEA] R N B R 2 585 500
Others HAth 27 (493)
Tax charge for the period at the effective rate IR BT R+ E AT TEF X 4,787 5,306

DIVIDENDS

8.

The proposed final cash dividend of RMB0.025 per share totalling
RMB10,000,000 for the year ended 31 December 2017 was approved by

the Company's shareholders on 11 May 2018.

The board of directors of the Company does not recommend the
payment of any interim dividend for the six months ended 30 June 2018

(six months ended 30 June 2017: Nil).
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SRR B R & M B R RO

30 JUNE 2018
201856 H30H

9.

EARNINGS PER SHARE ATTRIBUTABLE TO
ORDINARY EQUITY HOLDERS OF THE
PARENT

The calculation of the basic earnings per share amount is based on the
profit for the period attributable to ordinary equity holders of the parent,
and the weighted average number of ordinary shares of 400,000,000 (six
months ended 30 June 2017: 400,000,000) in issue during the period, as
adjusted to reflect the rights issue during the period.

The diluted earnings per share is calculated by dividing the profit for the
period attributable to ordinary equity holders of the Company by the
weighted average number of ordinary shares in issue during the period,
as used in the basic earnings per share calculation, and the weighted
average number of ordinary shares assumed to have been issued at no
consideration on the deemed exercise or conversion of all dilutive
potential ordinary shares into ordinary shares.

The calculations of basic and diluted earnings per share are based on:

9.

FRAREBRERSEE ARG
BRER

BRERBFNDIEZGAREBREFAA
JEAE BRI I HR A B B 7T 3 38 A% A
¥ #400,000,000 B (B = 2017F 6 A30H 1
7~ A : 400,000,0003% ) 5T & (£ FH B LR
MR ERR) ©

SRS R AL A E RS A
R 05 B LB P9 2 947 AR
THEHE  DARHESRASRAR
5T B ) ) BRI R 1T (5L 4
0 AR R 2 4 4 T ) BB
T -

RBATSEAESRERAREEEN

For the six months

ended 30 June
BZ6A30HLNEAR
2018 2017
2018 2017 5
(Unaudited) (Unaudited)
(REEERX) (REEERZ)
RMB’000 RMB'000
ARET AREFT
Earnings ZF
Profit attributable to ordinary equity holders 515 & B B 7R 7 58 2 F F
of the parent, used in the basic and diluted TR RAREREREAA
earnings per share calculations FEAG T 11,435 23,068
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
R RAE B R & M F R RO o

30 JUNE 2018
20186 A30H
9. EARNINGS PER SHARE ATTRIBUTABLE TO 9. BAREERESIFTEAEM
ORDINARY EQUITY HOLDERS OF THE PARENT BREF (&)
(CONTINUED)
Number of shares
For the six months
ended 30 June
G EE
BZ6HA30HLX<EA
2018 2017
2018 F 20174
(Unaudited) (Unaudited)
(REEX) (RigEZ)
Shares gy
Weighted average number of ordinary shares 5t & & J& E AN & FI|F
in issue during the period used in the basic FRREIRE 1T E MR
earnings per share calculations INEF 58 400,000,000 400,000,000
Effect of dilution-weighted average number of #& 72 & — E@A%
ordinary shares: IntE S E
share option R AR i 561,256 -
Weighted average number of ordinary shares &+ 45 i3 #5% & 71|65
for the purpose of the diluted earnings per T A8 B I A 39 2
share calculations 400,561,256 400,000,000
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SRR B R & M B R RO

30 JUNE 2018
201856 H30H

10. PROPERTY, PLANT AND EQUIPMENT 10. 1% - BERSHE

Land Electronic
and equipment  Construction Leasehold
buildings Vehicles and others in progress  improvements Total
1 R LS
RigF L] Rt HRIR £8 At
(Unaudited) (Unaudited) ~ (Unaudited)  (Unaudited) (Unaudited) (Unaudited)
(880  (RE8R)  (RE®K)  (REER)  (REER)  (REER)
RMB'000 RMB'000 RMB'000 RMB’000 RMB'000 RMB'000
AEBTR  ARMTR  ARMTR  ARBTR  ARMTR  ARETR
30June 2018 2018564308
At1 January 2018 R0I8E1A1R:
Cost A 69,780 22,162 29,246 18,906 3,505 143,599
Accumulated depreciation Z2iE (2,435) (16,639) (16,481) - (1,556) (37,111)
Net carying amount BEFE 67,345 5523 12,765 18,906 1,949 106,488
At 1 January 2018, net of accumulated depreciaion 1 2018% 1 B1 8 4 B3t E 67,345 5523 12,765 18,906 1,949 106,488
Additions RE - 780 2,59 3,468 23 6,865
Transfers &3 - - 2,234 (7,662) 5428 -
Acquisition of a subsiciary (note 21 WERBLR RN - 4 755 = 200 959
Disposals HE - (150) (1) - - (221)
Depreciation provided during the period (note) ~ E3MIF B i (Wit s) (1,657) (1,075) (2,036) - (523) (5291)
Bichange realignment EiA% = (5) (42) = = (47)
At30 June 2018, net of accumulated depreciation R0 6 B30 A - IR BHTE 65,688 5077 16,199 14,712 701 108,753
At30 June 2018, RWIBECANA :
Cost A 69,780 19,369 32,873 14,712 9112 145,846
Accumulated depreciation ZiE (4,092) (14,292) (16,674) - (2,035) (37,093)
Net canying amount FAFE 65,688 5,077 16,199 14712 7077 108,753
During the year ended 31 December 2017, the Group purchased two BE017F12A31BIEFE  AEEF—
buildings from an independent third party with a cash consideration of BBUB=FBEAMEEF REHER

RMB37,657,000. These buildings were pledged by this third party for
certain purpose before the transaction of purchase. The pledge has not
been released and the buildings’ property ownership certificates have
not been obtained as of the date of these interim condensed financial

statements.

AR®376570007C c REEERX SH] » % &
—HAXBREMMEZEEFTEMR - HE
LR ERRS AR SRR B ABIEE AR
BN BERFRMEMEREE NI AE

A=)
1= °
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
R RAE B R & M F R RO o

30 JUNE 2018
20186 A30H
10. PROPERTY, PLANT AND EQUIPMENT 10. ¥  BERRE (&)
(CONTINUED)
Land Electronic
and equipment Construction Leasehold
buildings Vehicles and others inprogress  improvements Total
1HREF KRER STREREM ERIE  BEWERE At
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RiEgn)  (REBR)  (REBR)  (REER)  (RE2R)  (REER)
RMBI000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AEEFT ARETFT ARETT ARETTR AEETT ARETT
30June 2017 201756 A30A
At1 January 2017: Ro7E1A1R:
Cost A 2553 231 23016 18978 4370 90,289
Accumulated depreciation ZitE (789) (1528 (1204 - (1,564 (29623)
Impairment WE - - - (1,028) - (1028)
Net canying amount KEFE 21,765 6,144 10973 17950 2806 59638
At1 January 2017, net of accumulated Ro7E1R1R
depreciation and impairment NREHTERAE 21,765 6,144 10973 17950 2806 59638
Additions AE - 788 5470 25868 - 32126
Transfers o 12683 - 105 (12905) 117 -
Acquisition of a subsidiary WEENEBLR - 118 58 - - 646
Disposals HE - (3 (249) - - (279)
Depreciation provided during the period (note )~ E3MIF E Bk (W3t s) (636) (1229 (1872 - (504) (6241)
Bichange realignment A - 0 (3) - - )
At30 June 2017, net of accumulated RO7E6AR
depreciation and impairment B EHITERNE 3812 5778 14921 30913 2419 87843
At30 June 2017 ROT7ECANA :
Cost s 3536 21609 29453 31941 3837 122076
Accumulated depreciation 2iE (1424) (15831) (1453) - (1418) (33,205)
Impairment A - - - (1008) - (1008)
Net carrying amount BEFE 3812 5778 1491 30913 2419 87843
The carrying amount of a construction in progress exceeded its MR2017F6 A308 - EREIEMKREERE
recoverable amount of RMB1,028,000 as at 30 June 2017. An impairment HE AT E &5 A K% 1,0280007T © REL
loss of RMB1,028,000 was recognised during the six months ended 30 E2016F6 A30H IEAEA - BERRRIE
June 2076. &8 AR 1,0280007T ©
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SRR B R & M B R RO

30 JUNE 2018
201856 H30H

11. INVESTMENT PROPERTIES

1. REWE

As at As at
30 June 30 June
2018 2017
#2018 F F20174F
6 H30H 6 H30H
(Unaudited) (Unaudited)
(REEX) (REFER)
RMB’000 RMB'000
AR%T R AREFTT
Cost: B
At beginning and end of the period AR R EAR 26,833 25,513
Accumulated depreciation: ZEE
At beginning of the period iR (4,841) (3.231)
Depreciation charge for the period (note 5) BRITEER (MiE5) (637) (606)
At end of the period HAR (5,478) (3,837)
Net carrying amount: BRTEEE ¢
At beginning of the period i) 21,992 22,282
At end of the period BR 21,355 21,676
Certain of the Group's investment properties with a total carrying value AEBBLOKEME(FEEHREAARE
of RMB20,464,000 were pledged to obtain a banking facility from a bank 204640007 ) BRI - ARERITES A
amounting to RMB15,000,000 which has been terminated as at 30 June R ¥ 15000000 THIIRITRLE @ :ZERER
2018. The pledge of these investment properties has not been released 20184 6 A 30 B EIHA o At A BAf4 AR B 7%
as of the date of these interim condensed financial statements. WEBH - ZERE BRI RER
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
R RAE B R & M F R RO o

30 JUNE 2018
201856 H30H

12. PREPAID LAND LEASE PAYMENTS

12. FEF L HBEERIE

As at As at

30 June 30 June

2018 2017

2018 F #2017 &

6 A30H 6 H30H

(Unaudited) (Unaudited)

(REER) (RigEZ)

RMB’000 RMB'000

AR¥ TR ARETIT

Carrying amount at beginning of the period ~ HR¥1BEE{& 6,436 10,608
Amortisation for the period (note 5) HAEE Y (A aE5) (122) (122)
Carrying amount at end of the period HREREA 6,314 10,486

Current portion included in prepayments, FTAERNIE - Be MEM
deposits and other receivables (note 14) FEWCRIB BN ER SR 5 (M At 14) (238) (238)
Non-current portion SERNERER > 6,076 10,248
13. TRADE AND BILLS RECEIVABLES 13. EZRWRIEREKREE

As at As at

30 June 31 December

2018 2017

2018 F 2017 4F

6 H30H 12HA31H

(Unaudited) (Audited)

(REER) (&%)

RMB’000 RMB’000

ARET T AREETIT

Trade and bills receivables B o WAL ENEZE 34,958 22,894
Impairment VERE] (514) (331)
34,444 22,563
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SRR B R & M B R RO

30 JUNE 2018
2018%F6 A30H
13. TRADE AND BILLS RECEIVABLES 13. ESZEWFEREVRERE (&)
(CONTINUED)
The Group's trading terms with its customers are mainly on credit, AREBHEEFHXZFGERTEENMEE -
except for new customers, where payment in advance is normally MEREEELENTOIZERBRIN - ZEH
required. The credit period is generally three months. The Group seeks to BEA=MEA - AEBSKEKZEFRE
maintain strict control over its outstanding receivables. Overdue BREWTIE - 45 EA B FTHERKS M
balances are reviewed regularly by senior management. The Group does e o REBWAE 5 ERFIE L S
not hold any collateral or other credit enhancements over its trade ARk EHREA -  EHEW
receivable balances. Trade and bills receivables are non-interest-bearing. KB ERZEGTEE o
An ageing analysis of trade and bills receivables, based on the invoice ERBEZARRNREGNE S EIKGIE
date and net of provisions, is as follows: MEWEBEHRRITIT
As at As at
30 June 31 December
2018 2017
12018 F #2017 4F
6H30H 12H318
(Unaudited) (Audited)
(REER) (fezE%)
RMB’000 RMB'000
AR%T R ARET T
Within 3 months 3EA AR 28,076 18,597
3 to 6 months 3ZE6MEA 4,551 2411
6 months to 1 year 6fE A= 1,596 1,543
Over 1 year BiEF 221 12
34,444 22,563
The amount due from the Group's joint venture included in the trade MAE 5 FEMGRIE R FE R A E AN &
and bills receivables is as follows: BE&EDEFBENT -
As at As at
30 June 31 December
2018 2017
12018 F #2017 4F
6H30H 12H31H
(Unaudited) (Audited)
(REER) (Fe&E%)
RMB’000 RMB'000
AR%T R ARET T
Joint venture BEDE - 488
The above amount is unsecured and non-interest-bearing. FMFUESERETE R o

HEHERRIZERARAT - 2018 EFHEE 61




NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
R RAE B R & M F R RO o

30 JUNE 2018
2018%F6H30H
14. PREPAYMENTS, DEPOSITS AND OTHER 14. FA{FIE - RENHAEKRS
RECEIVABLES bz
As at As at
30 June 31 December
2018 2017
20185 2017 %
6HA30H 12A31H
(Unaudited) (Audited)
(REER) (K= Z)
RMB’000 RMB'000
ARET ARET T
Prepaid land lease payments (note 12) TR ETE KRB (FE12) 238 238
Prepayments T EIE 9,821 10,015
Deposits and other receivables e R H M FEWIE 9,980 9,257
20,039 19,510
Portion classified as non-current assets DEAIERBEENITD (771) (929)
19,268 18,581

AT TRIR R EL A FE R OB O R W AN 52
BE S RN -

The amount due from the Group's associate included in prepayments
and other receivables is as follows:

As at As at

30 June 31 December
2018 2017
#2018 F 2017
6 H30H 12H31H
(Unaudited) (Audited)
(REEX) &2
RMB’000 RMB'000
AR%T R ARETTT

Associate iR - 871

The above amount is unsecured and non-interest-bearing. LRIBEEERB TR -
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

PR R iR S M F IR RO e

30 JUNE 2018
201856 H30H

15. AVAILABLE-FOR-SALE INVESTMENTS AND
OTHER CURRENT FINANCIAL ASSETS

15. TR HEREREMRB SR
BE

As at As at
30 June 31 December
2018 2017
#2018 F 2017 4
6 H30H 12A31H
(Unaudited) (Audited)
(REER) (FeEZ)
RMB’000 RMB'000
AR¥ T ARETTT
Financial assets at fair value through BARBESAEBEN
profit or loss SREE
Bank financial products RITEIMEm 16,300 -
Available-for-sale financial assets AHEESREE
Bank financial products AT E @ - 21,300

The financial products issued by banks have been classified as financial
assets at fair value through profit or loss upon the application of IFRS 9 as
these instruments did not meet the SPPI criterion. The fair values of the
bank financial products have been calculated by discounting the
expected future cash flows using rates currently available for instruments
with similar terms, credit risk and remaining maturities.

RITAETERERD N ERCERM %R
SEANDFESRF D BER/L AR BEFAR
SRS REE - RERIETAKRZEDSPPI
SERITEMERNARBEDRER
RIEH - EERBR RSB TFHRBEENTA
MRITHERERFBERARKR B RETE -
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PR AR S M F IR RO e

30 JUNE 2018
201856 H30H

16. CASH AND CASH EQUIVALENTS AND

16. RERREFBEYUARBER

PLEDGED DEPOSITS F&
As at As at
30 June 31 December
2018 2017
R 2018 F 2017 F
6 H30H 12HA31H
(Unaudited) (Audited)
(REEERX) (fez&=%)
RMB’000 RMB'000
AR®T T AREFT
Cash and bank balances B & MIRTTAERS 56,428 48,791
Time deposits TFEHTFER 398 397
56,826 49,188
Less: Time deposits pledged for B R IR I E TR
construction in the process (398) (397)
Cash and cash equivalents RekREFEY 56,428 48,791

Cash at banks earns interest at floating rates based on daily bank deposit
rates. The bank balances and time deposits are deposited with
creditworthy banks with no recent history of default.

The RMB is not freely convertible into other currencies. However, under
Mainland China’s Foreign Exchange Control Regulations and
Administration of Settlement, Sale and Payment of Foreign Exchange
Regulations, the Group is permitted to exchange RMB for other
currencies through banks authorised to conduct foreign exchange
business.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

PR R iR S M F IR RO e

30 JUNE 2018
201856 H30H

17. TRADE PAYABLES

An ageing analysis of the trade payables based on the invoice date is as

17. ESENAFIE

REZFZAHNE S RN FANRE DT

follows: (N

As at As at
30 June 31 December
2018 2017
R2018 F #2017 4F
6 A30H 12A31H
(Unaudited) (Audited)
(REEE®) (fez%)
RMB’000 RMB'000
ARET AREFT
Within 3 months 3fEAW 6,537 3,650
3 to 6 months 3E6MEA 1,138 1
6 months to Tyear 6ERAZEF 43 8
1to 2 years 18226 2 -
2to 3 years 2E3F - -
Over 3 years HBAE3F 59 59
7,779 3,718

The trade payables are non-interest-bearing and are normally settled on BZENFBEIFAE - BEEEBRT

90-day terms.

90 HRELT -
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
R RAE B R & M F R RO o

30 JUNE 2018
201856 H30H

18. OTHER PAYABLES AND ACCRUALS

18. Htt B RIR R BT HE

As at As at

30June 31 December

2018 2017

R 2018 F 2017 5

6 A30H 12H31H

(Unaudited) (Audited)

(REBERX) (&%)

RMB’000 RMB'000

AR®T T AREFTT

Accrued salaries, wages and benefits Eat#e - TENEF 11,161 9,025

Other taxes payable H fth B AT 3 1,094 755
Payable to vendors of plant, FERTRE ~ %R

property and equipment RAEEEIE 13,975 14,930

Others Hi 2,508 5392

28,738 30,102

Other payables are non-interest-bearing and have no fixed terms of

settlement.

The amount due to the Group's associate included in the other payables

and accruals is as follows:

Ho At A SRR EH B R I 4 B TE & SR

AR RIARES AR BN RS

EE S R EFIRNT ¢

As at As at

30 June 31 December

2018 2017

M 2018 F 2017 5

6 H30H 12HA31H

(Unaudited) (Audited)

(REEX) (fe&E=%)

RMB’000 RMB'000

AR®T T AREFT

Associate B 2,518 -

The above amount is unsecured and non-interest-bearing.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

PR R iR S M F IR RO e

30 JUNE 2018
201856 H30H

INTEREST-BEARING BANK LOANS AND
OTHER BORROWINGS

19.

19. FIRRITERK EMERR

As at 30 June 2018 (Unaudited)
#2018 6 A30 A (REHER&)

As at 31 December 2017 (Audited)
R2017F12 431 B (KEZ)

Effective Effective
interest  Maturity interest Maturity
rate (%) (year) RMB’000 rate (%) (year) RMB'000
BRA= HABR LR HAMR
(%) () AR¥Tx (%) (%) ARETFTT
Current T
Current portion of long-term R ERIRITE R H)
bank loans TENE D
— Unsecured — fEIER 6.65 2019 6,249 6.65 2018 6,045
Current portion of an HuERO R D
other borrowing
— Unsecured — R 9.75 2019 16 9.75 2018 16
6,265 6,061
Non-current ERE
Long-term bank loans REVRITER
— Unsecured — BER 6.65 2020 6,936 6.65 2020 10,112
Other borrowings HAb &R
— Unsecured — mER 9.75 2020 10 9.75 2020 19
— Unsecured — fmIER 4.75 2022 1,550 475 2022 1,550
— Unsecured — R 4.75 2023 3,000 - - -
11,496 11,681
17,761 17,742
Interest-bearing bank loans LA A& ¥ 5HER
and other borrowings are RRITERNR
denominated in: HAbfgx :
—RMB — ARE 17,735 17,707
—INR —HEEL 26 35
17,761 17,742
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PR AR S M F IR RO e

30 JUNE 2018
201856 H30H

19. INTEREST-BEARING BANK LOANS AND
OTHER BORROWINGS (CONTINUED)

The maturity profile of the bank loans and other borrowings is as follows:

FTERITERREMER (&)

RITEREEAMEROZEBERIDT

As at As at
30 June 31 December
2018 2017
72018 F 72017
6 A30H 12H31H
(Unaudited) (Audited)
(REEE®) (fez%)
RMB’000 RMB'000
ARET AREFT
Analysed into: DHE
Bank loans and other borrowings repayable  JEEZRITER L HEAER

Within one year —F AR EIHR 6,265 6,061
In the second year RE - FEIH 6,389 6477

In the third to fifth years, inclusive RE=ZZFZRF
(BIEEREME) B8 5,107 5,204
17,761 17,742

Certain of the Group's other borrowings amounting to RMB4,550,000 as
at 30 June 2018 and 31 December 2017 were loans from LEI Xihu, the
non-controlling shareholder of a subsidiary.

The Group's bank loans amounting to RMB13,185,000 as at 30 June 2018

(31 December 2017: RMB16,157,000) were guaranteed by LI Xiangli and
ZHANG Alying.
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NOTES TO THE INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
SRR B R & M B R RO

30 JUNE 2018
201856 H30H

20. SHARE OPTION SCHEME

The Company operates a share option scheme (the “Scheme”) for the
purpose of providing incentives and rewards to eligible participants who
contribute to the success of the Group's operations. Eligible participants
of the Scheme are only the Group's employees. During the period, none
of the grantees of the share options is a director, chief executive or
substantial shareholder of the Company, nor an associate of any of them.
The Scheme became effective on 4 July 2017 (being date of first grant
under the Scheme) and, unless otherwise cancelled or amended, will
remain in force for certain years from that date.

Particulars and movements of the shares under the
Scheme during the period

BB B

RRQRE & —IBERERTE ([ BREST
gl BEAREKRASEEBXINNEGE
BB EERHEE R ER - BAREEN
AERHEEAANERREE - R B
RIEEFRADIERRBES - ZRITHRA
BREZWRE  MIEFBSHHEA - BRI
B8R 2017F7 A48 (Z B A8 XIRE
AR T B B B HY) A5 BRIERTTEUE
H1E5]  BRIE% B HBRETHRADA
B e

A ARRE ER T RIDHFE

Fair value Asat Grantedduring Lapsedduring Vested during Asat
Date of grant pershare 1January 2018 the period the period theperiod  30June2018
o= BRAAEER 120185 AR BAE AN HAGE 42018 F
1A1H 6A308

(HKS)

(A1)
4 July 2017 0176748 034 7,750,000 - 500,000 - 7,250,000

The fair value of options granted during the six months ended 30 June
2018 was estimated on the date of grant using the following
assumptions:

Dividend yield (%) 1.86
Expected volatility (%) 36.33
Historical volatility (%) 36.33
Risk-free interest rate (%) 1.79
Expected life of options (year) 5.00
Weighted average share price (HKS per share) 0.34

The weighted average fair value of the options granted during the six
months ended 30 June 2018 was HK$0.34 (year ended 31 December
2017: HK$0.34).

For the six months ended 30 June 2018, the Group has recognised
HK$622,000 (equivalent to RMB521,000) of share-based payment
expense in the statement of profit or loss and other comprehensive
income (30 June 2017: Nil).

HZE2018%F6A308 INEAREERK
R AR EENRH AR TAIBRREE

% B 2 (%) 1.86
T8 AR 18 (%) 3633
ﬁ&ﬁi}ﬂ% (%) 3633

% Fl| K (%) 179
Eﬁﬂx%ﬁ’ﬁﬁiﬁﬂﬂ&(i) 5.00
IEFEHRE(BTER) 0.34

HZ2E2018%6 A30H 1L/l A B HBER
EMEE AR EEA34E T (B =2017
F12A31HIEFE 034%87T) ©

HE2018F6 A0 IENEAR - XEEE
REHEEMEERSRERARN AE
A 3R B 262200078 T (R R A R #
521,0007) (201786 530 H : ) »
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21. BUSINESS COMBINATION 21. ¥8E6t

Beijing Huaxia Lihong directly owns half of the equity interests in
Guangzhou Lihong Energy Testing Technology Co., Ltd., (“Guangzhou
Lihong Energy”) and the voting power attached to the equity interests
does not allow Beijing Huaxia Lihong to have the power to govern the
financial and operating activities of Guangzhou Lihong Energy according
to the articles of association of it. On 9 January 2018, Beijing Huaxia
Lihong signed shareholders’ voting agreement with the other equity
owner of Guangzhou Lihong Energy, agreed that Beijing Huaxia Lihong
has the right to make the final decision when the two parties hold
different opinions. The PRC lawyer of Beijing Huaxia Lihong confirmed
that the shareholders’ voting agreement are valid under the relevant PRC
laws. On top of the shareholders’ voting agreement, the directors are of
the opinion that the Group has rights to variable returns from its
involvement with Guangzhou Lihong Energy and that it has the ability
to direct the relevant activities of Guangzhou Lihong Energy since 9
January 2018. Therefore, the financial statements of Guangzhou Lihong
Energy are consolidated by the Company since 9 January 2018.

The fair values of the identifiable assets and liabilities of Guangzhou
Lihong Energy Testing Technology Co,, Ltd. as at the date of acquisition
were as follows:

EREENBEEESREIMN 1B RE A
A RA R ([EMREETR ) &34 %
T RIZEMAERRME - BN
RRAETATEREENRBERNEERE
MAEEERA B E KA EEE) - 20185
1TA9H » b REE R EMN F G RE
MEREE AT RRRAGZE - HER
EHETRERR  EREBNBEREE
HRAORTE - b REE AR EER#E
R RBHEETREERE  RRERRAGEE
B ERBRERIBH EERE - A
20181 AoBR  AEEEREFHESDHEHE
MO R=REAEE®H  BEFRENE
BN s RAEREBIEL ISR o At -
BN DB IRRI B TS 3k B 20184F 1 A9 H
BEHETARQT

BN e R B B A R A B R U E A
HIMABhEERBENALEENT ¢

9 January 2018

201851 A9H

(Unaudited)

(REEEZ)

Notes RMB’000

Ha AR¥ TR

Property, plant and equipment ME - R MK 10 959
Trade receivables H 5 W EIA 994
Prepayments, deposits and other receivables TENFRIE - 1'e REAMERFIE 301
Cash and cash equivalents ReRBECEEY 2,369
Trade payables B S EN IR (503)
Contract liabilities aHaE (2)
Other payables and accruals HAb R RIE R EETIER (513)
Tax payable FEBRTR K (181)
Total identifiable net assets at fair value BARBEEAH#EEFELE 3,424
Non-controlling interests IEPE AR (1,712)
1,712
Gain on acquisition of a subsidiary g =N & 4 (34)
Total consideration BEE 1,678
Satisfied by cash LR @ AT -
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21. BUSINESS COMBINATION (CONTINUED) 21. (#8060t (4E)
An analysis of the cash flows in respect of the acquisition of the BEREWENBATIZEESRESTUOT -
subsidiary is as follows:
For the
six months ended
30 June 2018
BZE2018F
6 A30HIE<EA
(Unaudited)
(REER)
RMB’000
AR® T
Cash and cash equivalents acquired FrERREMIREEED 2,369
Cash consideration HEEE =
Net inflow of cash and cash equivalents in respect of UWWEEMN B ARMNIRE KRS
the acquisition of a subsidiary LEMMANFRE 2,369

Since the acquisition, the acquired companies contributed
approximately RMB4,643,000 to the Group's revenue and approximately
RMB1,506,000 to the Group's profit for the six months ended 30 June
2018.

Had the acquisition taken place at the beginning of the period, the
revenue of the Group and the profit after tax of the Group for the six
months ended 30 June 2018 would have been RMB101,895,000 and
RMB7,352,000, respectively.

BUREE A& - B 201856 A30H IER
@A FERRAREERARFES
B E B4 A R 4,643,000 7T M 4 A R B
1,506,000 JT ©

IMRUTEER BRI V#ETT - NEBR B E 2018
F6A30BEAEAZKARTREF B
Al A AR 101,895,000 7T M A R #E 7,352,000
7T|: o
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22. OPERATING LEASE ARRANGEMENTS 22 KREHEZH
(@) As lessor (@) 1ERHEMEA
The Group leases its investment properties (note 11 to these REBRBEEHEZHHEHKE
interim condensed consolidated financial statements) under WE (Z SRR A B SRR M
operating lease arrangements, with leases negotiated for terms of ) EEEnEESRR A —F
one to four years. ZEPOEF o
As at 30 June 2018 and 31 December 2017, the Group had total 72018F6 A308 &2017F12A318 -
future minimum lease receivables under non-cancellable AEERIFEHEBEFFT AT BUEE
operating leases with its tenants falling due as follows: LR T B H U R R R AR
SEFENT -
As at As at
30 June 31 December
2018 2017
" 2018 F #2017
6 H30H 12HA31H
(Unaudited) (Audited)
(REEX) (&%)
RMB’000 RMB'000
AR%T R AREFTTT
Within one year —F PR 531 365
In the second to fifth years, inclusive E_EZERF(EEEMSF) 453 132
984 497
(b) As lessee (b) 1ERFAMEA
The Group leases certain of its office premises, plant and AREFEBBESESHELTHHAE LDt
warehouses under operating lease arrangements. Leases of the NG BMERRE - &£ mEmENY
properties are negotiated for terms ranging from one year to ten EHEHRRAE—FE+F -
years.
As at 30 June 2018 and 31 December 2017, the Group had total M2018F6 A30H K%20176F12 4318 -
future minimum lease payments under non-cancellable operating AREBBRBETNAIRESSHEOENT
leases falling due as follows: 51 B BB FE S AT B AR SR B AR AR AR RE A0
T~
As at As at
30 June 31 December
2018 2017
2018 F 72017 5
6 H30H 12HA31H
(Unaudited) (Audited)
(REEX) (f&&%z)
RMB’000 RMB'000
AR%ET R ARETT
Within one year —F PR 5,852 5,537
In the second to fifth years, inclusive FEEZERF(EHEMF) 11,112 11,985
After five years AF AR 2,685 3,127
19,649 20,649
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23. COMMITMENTS

In addition to the operating lease commitments detailed in note 22(b)
above, the Group had the following capital commitments as at 30 June

23. &I
Br b STHTE 22(b) BT ¥ 2l 48 48 AR S FHE S -
REEP2018F 6 A30H 2017412 A 31

2018 and 31 December 2017: AEEH AT EAREARE
As at As at
30 June 31 December
2018 2017
#2018 F 2017 F
6 H30H 12A31H
(Unaudited) (Audited)
(REEX) (fez&E%)
RMB’000 RMB'000
AR%T R AREFTTT
Contracted, but not provided for: BRIAVBAREE
Property, plant and equipment ME - BB RERE 2,496 2,490

24. RELATED PARTY TRANSACTIONS 24. BHEA XS

(@) Transaction with related parties during the (@) HABHAIRS :
period:

For the six months ended 30 June
HZEZ6H30H1EAEA

2018 2017
2018 F 20174
(Unaudited) (Unaudited)
(REEERX) (REEEZ)
RMB’000 RMB'000
AR® T AREFT
Provision of testing service by a joint venture & % (> 2 12 (15 8] IR %5 = 350
Provision of testing service to a joint venture [A]4& & 1 F Fe 8081 IR 7% = 620
Provision of technical services by B 1D IR BT AR 7%
an associate 283 517
Purchase of property, plant and MEECEBEME BE
equipment from an associate B 3,130 -
Purchase of intangible asset from e CERBEELEE
an associate 377 -

In the opinion of the directors, the transactions between the
Group and the related parties were based on prices mutually
agreed between the parties and conducted in the ordinary course
of business.

EERR - NEBERABTT 2 MM
STVARTRI 7 KR E < BIR REE
BAR—REFBBIETHET -
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24. RELATED PARTY TRANSACTIONS (CONTINUED)
(b) Outstanding balances with related parties:

Details of the outstanding balances with related parties are set out
in notes 13, 14 and 18 to these interim condensed consolidated
financial statements.

(c) Guarantee with related parties:

The Group's long-term bank loans amounting to RMB13,185,000
as at 30 June 2018 were guaranteed by LI Xiangli and ZHANG

24. BEER R 5 (1)

(b)

BARE D RIEAER -

HEFHE T AR ERERFIRINZE
THIB AR A M mAM 13 14
K18 e

BB SRR ¢

R2018F 6 A30H » REEHRIR
TEHAANRKI131850007T © M

Aiying. MF &R E RV LR o

(d) Compensation of key management personnel d) ZAEEFTEEEAENHSE :
of the Group:
For the six months ended 30 June
BZ6HA30HILAEA

2018 2017
2018 2017 4
(Unaudited) (Unaudited)
(REER) (REEFEZ)
RMB’000 RMB’000
ARET T ARETF T
Short-term employee benefits 5 ERE B & A 2,974 3,734
Pension scheme contributions RIRS TR 139 132
Equity-settled share option expense s S E N E R RS 74 -
3,187 3,866
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25. FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of financial instruments
as at 30 June 2018 and 31 December 2017 are as follows:

25. HERETHWEMIE
201846 H308 20175128310 &
HRlem T ANRMAESNWNT

Financial assets THMEE
As at As at
30 June 31 December
2018 2017
#2018 F 72017 5
6 H30H 12A31H8
(Unaudited) (Audited)
(REER) (f&FE%)
RMB’000 RMB'000
AR® T AREFT
Debt instruments at amortised cost: REBERATENERE IR :
Trade and bills receivables R E 5508 M IR Z i 34,444 22,563
Financial assets included in prepayments, SFATBNFIE - e MEMER
deposits and other receivables RIENESRNEE 9,980 9,257
Pledged deposits [mEE LT 398 397
Cash and cash equivalents BERREEEY 56,428 48,791
Financial assets at fair value through BARBESFABREN
profit and loss: SRIEE !
Other current financial assets HEfhnghemEE 16,300 21,300
117,550 102,308
Financial liabilities
EREE
As at As at
30 June 31 December
2018 2017
#2018 F 72017 5
6 H30H 12A31H
(Unaudited) (Audited)
(REER) (F&FEZ)
RMB’000 RMB'000
AR® T AREFT
Financial liabilities at amortised cost: RHEKATEZEMBIE
Trade payables B SN FRIA 7,779 3,718
Financial liabilities included in other STAERMES B R ESTEE
payables and accruals NEmAas 16,483 20,322
Interest-bearing bank loans and TRMRITERREMERK
other borrowings 17,761 17,742
Interest payable FERTFLE 73 -
42,096 41,782
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26. FAIR VALUE AND FAIR VALUE HIERARCHY

OF FINANCIAL INSTRUMENTS

The carrying amounts and fair values of the Group's financial
instruments, other than those with carrying amounts that reasonably

26. XRABEREBMTIAQAREE
B & AR
AEESBTANERERAA BE XS
REERAA BELRAEERIN) B

approximate to fair values, are as follows: T
Carrying Amounts Fair Values
BREE AREE
As at As at As at As at
30June 31 December 30June 31 December
2018 2017 2018 2017
i n »n m
2018 5 2017 4 2018 F 20174
6 A30H 12A331H 6 H30H 128311
(Unaudited) (Audited) = (Unaudited) (Audited)
(RBER) (KEZ) (RBRER) (&%)
RMB’000 RMB'000 RMB’000 RMB'000
AREBTRT ARBTT AR%®TR AR+
Financial assets at RAREBEFAER
fair value through HemEE
profit or loss
Other current financial assets ~ Eft & & gt & &E 16,300 21,300 16,300 21,300
Financial liabilities at REBHRATTE
amortised cost HemasE
Interest-bearing bank loans  FHBIRITE R &
and other borrowings H g 17,761 17,742 17,761 17,742
Interest payables JERTFLE 73 - 73 -
17,834 17,742 17,834 17,742
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26. FAIR VALUE AND FAIR VALUE HIERARCHY 26. BEREBMIAQAREE

OF FINANCIAL INSTRUMENTS (CONTINUED)

Management has assessed that the fair values of cash and cash
equivalents, pledged deposits, trade and bills receivables, financial assets
included in prepayments, deposits and other receivables, trade payables
and financial liabilities included in other payables and accruals
approximate to their carrying amounts largely due to the short-term
maturities of these instruments.

The Group's finance department headed by the finance manager is
responsible for determining the policies and procedures for the fair value
measurement of financial instruments. At each reporting date, the
finance department analyses the movements in the values of financial
instruments and determines the major inputs applied in the valuation.

The fair values of the financial assets and liabilities are included at the
amount at which the instrument could be exchanged in a current
transaction between willing parties, other than in a forced or liquidation
sale.

The following methods and assumptions were used to estimate the fair
value:

The fair values of interest-bearing bank loans and other borrowings and
interest payable have been calculated by discounting the expected
future cash flows using rates currently available for instruments with
similar terms, credit risk and remaining maturities. The Group's own non-
performance risk for interest-bearing bank loans, other borrowings and
interest payables at 30 June 2018 was assessed to be insignificant.

The other current financial assets stated at fair value at 30 June 2018 and
31 December 2017 represented financial products issued by banks. The
fair values of the other current financial assets have been calculated by
discounting the expected future cash flows using rates currently
available for instruments with similar terms, credit risk and remaining
maturities.

HE DB RERIER AR A A

Qs
ME%&%E)
ERECHERSRASEEY  DER
Tm B 5 W HE RN AR
MR - 28 B AR 2 TR -
B 5 HOE 5K A 3 R B
HA WS BE AN BEELRAERE

U T5E B R % T AR B BRI o

AEERPBEETENT B aEE
EEBMTAARBEAENBERERF
RERSEH  BBAIWEBMTANE
EEBWREEHETIEANIEZEHAMR

CREENBENOABEUZIAES
RS HEMR S (MIFRELBFEHE)
PRI AR

EET AR BERERATIERBR

AT ERITE R R E M 18 KA M R B %
B3 GEERKRERS TFHESENIAR
AT A B F K BE IR FERT R R IR & m = LAET
EHRAAEME - &LFE - R20185F6 A30
=N $&.§%’Eﬁﬁ§fﬁ /TA fﬁfa
ﬁ&ﬁﬁﬂEZLmﬂth%K

2018 6 A30H X 2017F 12 A31HUAR
ABEZINEMRS SREEEBHRT
BITHERER HtEBEREEND
REBEZEESR  EERR RSB TNFHES
FWTABREABMFERIBIEFTRRIE

= A
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30 JUNE 2018

2018%F6H30H

26. FAIR VALUE AND FAIR VALUE HIERARCHY 26. AREBEEREBRIAAREE
OF FINANCIAL INSTRUMENTS (CONTINUED) VB4 (&)
Fair value hierarchy NAREBEER
The following tables illustrate the fair value measurement hierarchy of TRFPAEEERITANAAEE=Z
the Group's financial instruments: B4R :
Assets measured at fair value: AREETENEE :
As at 30 June 2018 A 2018% 6 H30H

Fair value measurement using

DREEERA
Quoted
prices in Significant Significant
active observable unobservable
markets inputs inputs

ER EERUERE EEFUER
TWEHRE WAHE BWARE

(Level 1) (Level 2) (Level 3) Total
(B—B#&R) (B=B#&R) (F=ER) &5t

(Unaudited) (Unaudited) (Unaudited) (Unaudited)

(REEZR) (REER) (REER) (REER)
RMB’000 RMB’000 RMB’000 RMB’000

ARBTRT ARWTR AR¥TRT AR%Tx

Other current financial assets ~ EfRBI & @& E = 16,300 = 16,300

As at 31 December 2017 201712 H31H

Fair value measurement using

ARABETERA
Quoted
prices in Significant Significant
active observable unobservable
markets inputs inputs

AR BERUBER EETUEE
M5 RE W ABUR B AR

(Level 1) (Level 2) (Level 3) Total
(B—E#) (BZEH) (B=E#&) &5t
(Audited) (Audited) (Audited) (Audited)
(k&%) (&%) (&%) (&%)
RMB'000 RMB'000 RMB'000 RMB'000

ARBTT ARBTT AR®TT ARETT

Available-for-sale investments ~ A] £ B &% & - 21,300 - 21,300
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26. FAIR VALUE AND FAIR VALUE HIERARCHY
OF FINANCIAL INSTRUMENTS (CONTINUED)

Fair value hierarchy (continued)

Liabilities for which fair value are disclosed

As at 30 June 2018

26. nAEERERIARIREE

2

N,

WEAR

B AR (&)
ARBEEER(E)
AEZAE

7A2018F 6 A30H

Fair value measurement using

NABEFERA
Quoted
prices in Significant Significant
active observable unobservable
markets inputs inputs
E R EEUEE BEERAHE
THHRE WARE WABE
(Level 1) (Level 2) (Level 3) Total
(X—EB&) (R=EBHR) (B=EHR) a5t
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) (REER) (REER) (RBER)
RMB’000 RMB’000 RMB’000 RMB’000
ARBT T ARBT T ARBT T ARBT T
Interest-bearing bank loans TERITERK
and other borrowings HibfER - 17,761 - 17,761
Interest payables FETFE - 73 - 73
= 17,834 = 17,834
As at 31 December 2017 R2017912 A31H
Fair value measurement using
ARBETERA
Quoted
prices in Significant Significant
active observable unobservable
markets inputs inputs
VB ZAER HENIAEE
[REZE BWABUR BARE
(Level 1) (Level 2) (Level 3) Total
(B—EB&) (BZE#&) (F=E#H) Ll
(Audited) (Audited) (Audited) (Audited)
(&%) (&EZ) (Rz=%) (&%)
RMB'000 RMB'000 RMB'000 RMB'000
AREFT AREFT ARBFT AREFT
Interest-bearing bank loans and 5T BERTTE R &
other borrowings HAnfE 3 - 17,742 - 17,742
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27. EVENT AFTER THE REPORTING PERIOD

On 23 July 2018, the Company granted share options to Mr. YANG
Rongbing, a director of the Company, under the share option scheme
adopted by the Company on 5 May 2017, to subscribe for a total of
3,000,000 ordinary shares of US$0.00005 each in the share capital of the
Company, representing 0.75% of the issued share capital of the
Company.

28. APPROVAL OF THE INTERIM CONDENSED
CONSOLIDATED FINANCIAL STATEMENTS

The interim condensed consolidated financial statements were
approved and authorised for issue by the board of directors on 24
August 2018.

80 CHINA LEON INSPECTION HOLDING LIMITED - INTERIM REPORT 2018

27.

28.

WREHREE

R2018F 7 238 + AR AEIRIEE K 2017
F5As HREMMBRETESIRARAR—F
EEBEERAERDBEERE  URBARQ
A% 7K AR 4 ££3,000,000 B 5 A% T {E 0.00005
Exz LRk BAEREARARBETRA
20.75% °

#EPHEASRS HBER

R2018F8A24H  EE S AW R EE
170 BRRSRRAR A B S Rk o
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