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Financial Highlights
MM E

Six months ended 30 June

BE~A=+HLEXNEA Increase/
2018 2017 (decrease)
—E-N\E —ZT—tF #iN08d)
RMB’000 RMB’000 % Change
ARBT T ARET T % & &
(unaudited) (unaudited)
(REER) (REHEZ)
Revenue (Total) Was (48%8) 101,726 79,328 28.2
Revenue (Boree Products) W (BARER) 2,147 1,528 40.5
Revenue (Graphene-based Products) Hﬁlm (REBESR) 2,294 99 2,217.2
Revenue (OEM Business) =% (OEMETS) 97,285 77,701 25.2
Gross profit %ﬂ 25,047 19,848 26.2
Loss for the period HAN & 18 (55,001) (59,384) (7.4)
Shareholders' equity AR REES 367,266 788,617 (53.4)
Six months ended 30 June
BZXA=1+HIA<EA
2018 2017
—E-N\F —E—F
(unaudited) (unaudited)
(REBER) (REEZ)
Profitability data BRI D EE
(RMB million) (AR®EBETR)
Revenue W 5 101.7 79.3
Gross profit E 7 25.0 19.8
Loss for the period HA B B (55.0) (59.4)
Profitability ratios (%) EREEDLEE (%)
Gross profit margin e 24.6 25.0
Net loss margin FEBEE (54.1) (74.9)
Assets and liabilities data EEREEEE
(RMB million) (AREEER)
Non-current assets IEREBEE 678.1 1,351.3
Current assets MEEE 99.0 86.5
Current liabilities mENEE 361.3 197.7
Non-current liabilities FEREBBE 48.5 4515
Shareholders' equity A% R A = 367.3 788.6
Asset and working capital data EEREELESHE
Current asset ratios (%) MEBEENLE (%) 12.7% 6.0%
Current ratios (time) mENEL & (1) 0.3x 0.4x
Gearing ratios (%) BEEE (%) 52.5% 44.8%
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Management Discussion & Analysis

During the first half of 2018, Baofeng Modern International
Holdings Company Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) recorded
an increase in revenue of approximately RMB22.4 million or
28.2% for the six months ended 30 June 2018 (the “Period"”)
to approximately RMB101.7 million (2017: RMB79.3 million),
which was contributed by the increase in revenue of all
operating segments. The Group continued to focus on the
development of do-it-yourself (“DIY") automated vending
system, the key machine for the Online-to-Offline (*020")
business model, for the sales and distribution of own branded
automated customized graphene-based slippers (“Graphene-
based Slippers”). Besides, due to delay of placing orders by
some overseas customers at the end of last year, some orders
of the Original Equipment Manufacturer (“OEM") business
were delayed to the first half of 2018, which led to an increase
in sales of OEM business during the Period.

During the Period, the gross profit margin of the Group
slightly decreased to 24.6% (2017: 25.0%), which was mainly
attributable to the increase in cost of chemical raw materials.

During the Period, the Group recorded a net loss of
approximately RMB55.0 million (2017: RMB59.4 million),
which was mainly attributable to (i) amortisation of intangible
assets of approximately RMB36.3 million (2017: RMB63.3
million) in relation to the 020 distribution vending system and
the acquisition of certain technological know-how in respect
of the application of graphene and includes one patent in
the United States of America (“US"), four invention patent
applications, three utility model patent applications and two
utility model patents in the People’s Republic of China ("PRC"),
relating to the manufacturing of graphene-based ethylene-
vinyl acetate ("EVA") foam material, graphene deodorizing and
sterilizing chips and graphene-based pressure-sensitive sensors
and the exclusive formula (collectively as the “Technology
Know-how") from Bluestone Technologies (Cayman)
Limited (“Bluestone”); (ii) share-based payment expenses
of approximately RMB8.9 million (2017: RMB4.6 million) in
relation to the share options granted by the Company on
10 December 2015, 24 June 2016, 16 December 2016 and
19 June 2018; (iii) impairment loss on trade receivables of
approximately RMB6.0 million (2017: reversal of impairment
loss on trade receivables of RMBO0.7 million); and (iv) the fair
value loss on convertible notes at fair value through profit or
loss (“FVTPL") of approximately RMB4.8 million (2017: fair
value gain on convertible notes and warrants at FVTPL of
RMB33.7 million).

EEESNWR DM

RZZE—N\FLE¥F ZERAELE
DEHUEE N BEERRSBEERIZERA
BRAR([ARAA]) REKB AR (58
BIAEBR|)REBE-_ZE—N\FA=T
BiENEA (A )85 RS AL
AR #22,400,00070 828 2% =24 AR
101,700,000 (ZE—+F: ARK
79,300,0007T ) ° A6 B 42 48 HF AR B 48
ERDEHEEREEDEELAGSZA
BIEHE ([AREGEE])wEE ([DIY])
EHEERR (AELEET (020 1) EWK
RAWEBHEE) o b HRREFFE
— IR FEE TR E D R ER
EE ([OEM ) EB MG EWEEE T
—N\FL¥F BHRAEHBOEMEEH
HE EFo

RAHE ANEEMEFNN M TH®RE
246% (ZZE—+F:250%) FTEEH
PME T RBACA EF AT SR -
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49 A R #36,300,0007T (=& —+ 4
AR %63,300,0007T) : (iDB B@AQ RN
“E-RF+-_A+H -ZZT—REXA
“t+HA - ZE—ARFF+A+ARBER=E
—N\FEXATHLBRLEREZ ARG
MEIF X 4 A R#8,900,0007T ( —FE—+
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Management Discussion & Analysis

EEENWR DM

FINANCIAL REVIEW
Revenue by Product Category

Bt %% B BE

BEmMBAR 2 BN WS

Six months ended 30 June

BEXNA=THIEAREAR

2018 2017 Increase

—E-N\F —E—+F
RMB’000 RMB’000 =Byl

AR®ET T ARBTT
(unaudited) (unaudited) % Change
(REEX) (REgE=Z) % & &)
Revenue (Boree Products) W (EAMER) 2,147 1,528 40.5%

Revenue (Graphene-based W (ARFEEM)

Products) 2,294 99 2,217.2%
Revenue (OEM Business) Yz (OEMETS) 97,285 77,701 25.2%
Revenue (Total) W2k (4a%8) 101,726 79,328 28.2%

During the Period, the revenue of the Group increased by
approximately RMB22.4 million or 28.2% to approximately
RMB101.7 million (2017: RMB79.3 million). Revenue of
Boree branded slippers, sandals and casual footwear (“Boree
Products”) increased by 40.5% to approximately RMB2.1
million during the Period (2017: RMB1.5 million) was due to
the increase of online sales. Due to delay of placing orders by
some overseas customers at the end of last year, some orders
of the OEM business were delayed to the first half of 2018,
resulting in an increase in revenue of 25.2% to approximately
RMB97.3 million (2017: RMB77.7 million). The recent trade
frictions between the US and China have not caused much
impact on the OEM business operations. The Company will
continue to monitor any further developments as well as
any implications which might have on the Company's OEM
business operations.

Revenue of graphene-based EVA foam material and slippers
with sterilizing, good elasticity and tear resistant functions
("Graphene-based Products”) amounted to approximately
RMB2.3 million (2017: RMB99 thousand) during the Period.
The third generation of the DIY automated vending system
started trial run in December 2017 and was fine-tuned based
on trial operation data and customer feedback during the
Period.
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Management Discussion & Analysis

Selling and Distribution Expenses

During the Period, selling and distribution expenses increased
by 24.6% to approximately RMB5.9 million as compared with
that of last corresponding period (2017: RMB4.8 million),
which accounted for 5.8% (2017: 6.0%) of the Group's
revenue. The increase was in line with the sales growth during
the Period.

General and Administrative Expenses

General and administrative expenses recorded an increase of
approximately RMB10.0 million or 44.1% to RMB32.7 million
for the Period (2017: RMB22.7 million), which was mainly
attributable to an increase in share-based payment expenses of
approximately RMB4.2 million in relation to the share options
granted by the Company on 19 June 2018 and an increase of
impairment loss on trade receivables of approximately RMB6.7
million during the Period.

Liquidity and Financial Resources

During the Period, net cash inflow from operating activities
of the Group amounted to approximately RMB12.0 million,
representing a decrease of RMB4.4 million or 26.8% compared
with that of last corresponding period (2017: RMB16.4
million). As at 30 June 2018, cash and bank balances were
approximately RMB5.9 million, similar to approximately
RMB5.9 million as at 31 December 2017. As at 30 June 2018,
around 52.3% and 40.6% of the Group’s cash and bank
balances were denominated in Renminbi and US dollars. As
at 30 June 2018, the interest-bearing bank borrowings of the
Group were approximately RMB111.0 million (31 December
2017: RMB117.0 million). All bank loans were denominated
in Renminbi with fixed interest rates and repayable within one
year.

Capital Structure

As at 1 January 2018 and 30 June 2018, the Company
had 1,084,059,608 shares in issue and a paid-up capital of
approximately RMB71,629,000.

EEESNWR DM

HERDHBAX
AHR  SHE RS HEASYREFRE LA
24.6%% 49 A R #5,900,0007T (—FE—+
F: AR¥4,800,0007T)  EAREBUNZER
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Management Discussion & Analysis

EEENWR DM

Significant Investments, Material Acquisitions and
Disposals

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

Pledge of Assets

As at 30 June 2018, the bills payables were secured by
a pledge of the Group’'s time deposits amounting to
approximately RMB4.3 million (31 December 2017: RMB2.1
million). The bank borrowings of the Group were also secured
by a pledge of the Group’s certain buildings and land use right
with net carrying amounts of approximately RMB10.8 million
(31 December 2017: RMB12.4 million) and approximately
RMB32.2 million (31 December 2017: RMB32.6 million)
respectively.

Contingent Liabilities

As at 30 June 2018 and 31 December 2017, there were no
material contingent liabilities.

Foreign Exchange Risk

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

Gearing Ratio

As at 30 June 2018, the gearing ratio of the Group was 52.5%
(31 December 2017: 49.0%). Gearing ratio was calculated as
total debts divided by the total equity plus total debts. Total
debts refer to the total liabilities minus the sum of tax payable,
dividend payable and deferred tax liability.
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Management Discussion & Analysis

Human Resources

As at 30 June 2018, the Group had a total of approximately
620 employees (31 December 2017: 730 employees),
with total staff costs for the Period, including directors’
remuneration, amounted to approximately RMB38,594,000
(2017: RMB28,555,000). The Group’s emolument policies
are based on the merit, qualifications and competence of
individual employees and are reviewed by the remuneration
committee periodically. The emoluments of the directors
of the Company (the “Directors”) are recommended by
the remuneration committee and are decided by the board
of Directors (the “Board”), having regard to the Group's
operating results, individual performance and comparable
market statistics. The Company also adopted a share option
scheme (the “Share Option Scheme”) on 8 January 2011 to
motivate and reward its Directors and eligible employees.

Use of Net Proceeds from the Share Offering

As at 30 June 2018, the Company had unutilised net proceeds
from the Initial Public Offering ("'IPO”) in the amount of
approximately RMB1.5 million, representing approximately
0.4% of the total net proceeds from the IPO (the “Unutilised
Net Proceeds”). In light of the current market conditions of
the footwear industry in the PRC and the development of the
Group, the Company believes that the use of the Unutilised
Net Proceeds under the original intended purpose may no
longer meet the Group’s imminent business development
needs. In order to maximise the benefits of the Company and
its shareholders, the Company may change the usage of the
Unutilised Net Proceeds from the original intended purposes
to working capital and other general corporate purposes of
the Group. If this happens, further announcements will be
made by the Company as and when appropriate in compliance
with the Rules Governing the Listing of Securities (the “Listing
Rules”) on The Stock Exchange of Hong Kong Limited (the
"Stock Exchange”).

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

EEESNWR DM
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Management Discussion & Analysis
EEENWE DM

The utilisation of the net proceeds as at 30 June 2018 isset RZ-ZTE—NFXA=+HB FAEREFHE

out as follows: MB BB RETWT
Amount Amount
raised utilised
Nature HE FrESEE BREE
RMB’000 RMB’000

ARBTT ARETT

To increase production capacity EINERe

(approximately RMB45,026,000 was (#) AR #45,026,0007TE

changed to “To settle the payment for B A HE AR AR

the design and development of the 020 0200 HEB RN FHK])

distribution vending system”) 135,683 135,683
Marketing and advertising expenses HEMEERI 96,917 96,917
To acquire other branded product business Ui §8 E 4ib 5 h8 B (b 2 75

(approximately RMB58,150,000 was (#9 AR #58,150,0007T 2 &

changed to “To settle the payment of the B A [ EEWE R A

acquisition of the Technology Know-how"”) k1) 58,150 58,150
To strengthen design capability o8 SR ETRE 19,383 17,889
To establish flagship shops and showrooms B 2% 1 & 5 K R 51| =

(approximately RMB15,293,000 was (#9 AR ¥15,293,0007T

changed to “To settle the payment of the BT A [ EE BRI

acquisition of the Technology Know-how") &1 &9{F 5% 1) 19,383 19,383
To strengthen the distribution resource ns& o 5 & IREH 8 R4t

planning system (¥IANR¥14,974,0007T 2

(approximately RMB 14,974,000 was BPERIGEE AR AR

changed to “To settle the payment for 020D SHEBRMHNTFK])

the design and development of the 020

distribution vending system”) 19,383 19,383
General working capital —REEES 38,767 38,767
Total: #Et: 387,666 386,172

1 O Baofeng Modern Interim Report 2018



Management Discussion & Analysis

BUSINESS REVIEW AND FUTURE PROSPECTS

The revenue of the Group for the Period was approximately
RMB101.7 million, representing an increase of approximately
RMB22.4 million in comparison to approximately RMB79.3
million for the corresponding period in 2017, which was
contributed by the increase in revenue of all operating
segments and particularly the increase in revenue of the OEM
business. Due to delay of placing orders by some overseas
customers at the end of last year, some orders of the OEM
business were delayed to the first half of 2018, resulting to an
increase in sales of the OEM business during the Period.

During the Period, the Group continued to focus on the
development and improvement of DIY automated vending
system, the key machine for the 020 business model, for
the sales and distribution of Graphene-based Slippers. In the
second half of 2018, by utilizing the resources of distributors,
the Group targets to cooperate with young people’s favorite
brands or brands with numerous stores by placing DIY
automated vending system in cooperative stores. In such
a way, we can provide customers an interesting on-site
customization DIY shopping experience to design their favorite
slippers. This cross-over cooperation can reduce the selling cost
and can penetrate and expand the PRC market rapidly. Besides,
the Group developed graphene-based shoes for pregnant
women and targeted to launch to the market in the second
half of 2018 by cooperation with hospitals.

Moreover, the Group would continue to develop and launch
different types of graphene application products. The
sterilizing chips for air purifiers and air conditioners already
completed the development stage and launched in the PRC
market in the first half of 2018. According to the test reports
issued by PRC government accredited testing centre, the
sterilizing chips for air purifiers and air conditioners are proved
to be highly effective on reducing formaldehyde, toluene,
xylene, volatile organic compounds and escherichia coli
phage. As the PRC government tightened the environmental
protection and control and the public pays more attention
to the environmental protection, the Directors believed that
there would be a great demand for environmental protection
products like air purifiers and the revenue of sterilizing chips
from PRC market would increase in the second half of 2018.
For the overseas market, the Group already sent samples to
an overseas well-known producer of air conditioning system
for testing and recognition. After all the tests are completed,
sterilizing chips for air purifiers and air conditioners would be
launched in the overseas market through cooperation with this
producer.

EEESNWR DM
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DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 30 June 2018, the interests and short positions of the
Directors and the chief executives of the Company in the
Shares, underlying Shares and debentures of the Company
and its associated corporations (within the meaning of Part XV
of the Securities and Futures Ordinance (the “SFO")), which
were required (i) to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests and short positions in which they were
taken or deemed to have under such provisions of the SFO);
(i) pursuant to section 352 of the SFO, to be entered in the
register maintained by the Company referred to therein; or
(iii) pursuant to the Model Code for Securities Transactions
by Directors of Listed Issuers (the “Model Code”) contained
in Appendix 10 to the Listing Rules, to be notified to the
Company and the Stock Exchange were as follows:

EERTETHRAERRD - 1HEH
BROREEZRPHNERZRKXR

RZZ-N\FERA=TH BFRARFAE
ETHRABRARARREBBEE (E&H

B MHEERN ([FHEREERD]) S
XVER) BB An ~ A8 BE A D R (B vE R A ()
RIFFE S LG GRPIEXVERET7 K F8 7 &6
AMEARRRA BN ER AR (B
EREE 5 MBS 50 A B 1R X & 1E
BRFEANERELORR)  (DRIEEF M
& 1B SE35216& A AL G AT it A AR R &)
FEREMAER AR SiRE L
MARRIM S0 E LR ETAESETE
HFRZFEST A ([FESFA]) WRTEAR
MEARR MBS LRI

Interests in the Shares and underlying Shares: RO REBEROPOER:
Number
of Shares/
underlying Percentage of
Shares (other the Company’s
than share issued share
Name of Director Capacity and nature of interest options) held capital®
FEsRe,
HERS (BRE HEXLFSHT
EsnE B RERMEE BN B A BRAF DD
Mr. LEUNG Tsz Chung Beneficial owner 6,000,000(L) 0.55%

RFEE BEEEAA

Long positions in share options of the Company:

REATBREFNER:
Percentage of
the Company'’s

Number of share issued share

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

EEps BORERME FrsEREHE RO

Mr. ZHENG Jingdong Beneficial owner 10,500,000(L) 0.97%

HRREE EmEAA

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

RFHREE EnEAA
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Notes:

(1) The percentage has been calculated based on the total number
of Shares in issue as at 30 June 2018 (i.e. 1,084,059,608
shares).

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

(3) The letter “L” denotes a long position in the Shares or
underlying Shares.

Save as disclosed above, as at 30 June 2018, none of the
Directors and the chief executives of the Company had any
interests or short positions in the Shares, underlying Shares
or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) which
were required (i) to be notified to the Company and the Stock
Exchange pursuant to the provisions of Divisions 7 and 8 of
Part XV of the SFO (including interests or short positions which
they were taken or deemed to have under such provisions
of the SFO); or (i) pursuant to section 352 of Part XV of the
SFO, to be entered in the register referred to therein; or (iii)
pursuant to the Model Code contained in Appendix 10 to the
Listing Rules, to be notified to the Company and the Stock
Exchange.

CONVERTIBLE SECURITIES, OPTIONS,
WARRANTS OR OTHER SIMILAR RIGHTS

All conversion rights attached to the convertible notes in the
principal amounts of HK$110,880,000 and HK$73,920,000
issued by the Company on 16 December 2015 and 2 February
2016 respectively will mature on 16 December 2018 and
2 February 2019 respectively. There was no conversion of
convertible notes during the Period. Details of convertible
notes of the Company are shown in note 15 to the condensed
consolidated financial statements.

All conversion rights attached to the warrants issued by the
Company on 21 June 2012 matured on 22 December 2017.
No warrants have been exercised since the issue date of the
warrants. Details of warrants of the Company are shown in
note 15 to the condensed consolidated financial statements.

Details of share options of the Company are included in the
section “Share Option Scheme” below and also shown in note
18 to the condensed consolidated financial statements.

Other Information
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() LR BEIETDIRER-_F -\
RA=Z+TBEME HTRN & & (8

(2) LABESEAREEREERTSE
E ) R ETT R T A (A EL AT 3% 31T
R BOE - Bt - AR AR AER D
TR

) FEILIRRPMB M HEE RO T

=

B EXFREEN R_F—\FRA=T
B BEEEAARATETHRABRA
RA R EAEEEAE (E&LEF L
BIRGIFEXVER) BB - EREA D S ERERE
o A E AR RE 7 R B R P XV
BT RF8N AR A E AN A F M E
R RIAR (BEREESFLEE
RBIBRR IR IRE (F AR R A RS =X
KA BNRIBERE 7 K B & 5P EXVED
535215 7B RC A 7% 16 P 22t & RC M O 2 sk
KA (IR E £ TR R 81 0PT AV IR
ST R AR E R A8 AR B B B 32 P e
mIOKE

HEREE BRE AREED
HECIRER

ARralo R —_E2—RAF+=-A+/"H
E-_E—XRNE_A-BBRITEASES
110,880,0007% 7T }273,920,0005 7T 2 A]
MR EEFNZEEREZD RN _-F
—NF+_A+RHE-ZE—hAhF_A=
HEIH - NAHARI B E SR R AR K -
NAATMBRERCFBHRBPEE VB
HWARMIFES ©

ARARNZF-—ZFNA-+—RH#EITZ
RBEEEMN B EREER T —t
FH—A-+—AEm BRREEFETH
HAE - Ml R IRAE B T - ANA R R
& A IEEN AR A M SRR M5 -

ARABIERE 2 FISEN T XX [ RER
g — 8 BN EAGA M mARME
18 ¢
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SHARE OPTION SCHEME

The Company adopted the Share Option Scheme on 8 January
2011. Details of the Share Option Scheme are set out in note
18 to the condensed consolidated financial statements.

The following table discloses the outstanding share options
under the Share Option Scheme as at 30 June 2018:

B RESTE
KA ZZE——F— )\ B &4 HE I E
FrEl-ERESEINFEIHNAEHEEY
THMEMFE18 ©

TREBER T N\FRNA=THBRE
AHEITE T R RTT R AAE

Number of share options
BRExE
Outstanding ~ Granted  Exercised  Cancelled  Forfeited  Outstanding Exercise price
Date of asat1 duringthe duringthe during the during the asat30  Exercse  pershare
grant” January 2018~ Period  Period  Period  Period  June2018  period? (HKS)
RZZ-NE RZB-NE
-A-8 RB=TR SRARE
Name or Category of partiipants ~~ $EAKK SRR RERH HATE FERRL ABBGE AEEEE ABERK  HAGE  GERY (RR)
Executive Directors yires
ZHENG Jingdong g2% 101202015 1,500,000 - - - - 1,500,000 A 081
101272015 2,000,000 - - - - 2,000,000 B 081
101272015 2,500,000 - - - - 2,500,000 ( 081
101272015 2,000,000 - - - - 2,000,000 D 081
1011272015 2,000,000 - - - - 2,000,000 t 081
19/612018 - 300,000 - - - 300,000 P 0.54
19662018 - 200,000 - - - 200,000 0 054
LEUNG T5z Chung 2 101272015 4,000,000 - - - - 4,000,000 B 081
Sub-fota Dt 14,000,000 500,000 - - - 14,500,000
Employees and consultants of rEEEERERAH
the Group in aggregate
101272015 9,417,000 - - - - 9,417,000 A 081
1011202015 13,356,000 - - - - 13,356,000 B 081
101202015 695,000 - - - - 695,000 ( 081
101202015 556,000 - - - - 556,000 D 081
101272015 556,000 - - - - 556,000 t 081
24/6/2016 52,140,000 - - - (6480,000) 45,660,000 f 0.67
24/6/2016 35,920,000 - - - [4320,000) 31,600,000 G 0.67
20612016 2,900,000 - - - - 2,900,000 H 067
24061016 2,320,000 - - - - 2,320,000 \ 067
24062016 2,320,000 - - - - 2,320,000 ) 0.67
16/12/2016 1,425,000 - - - - 1,425,000 K 099
16/12/2016 1,900,000 - - - - 1,900,000 L 099
16/1202016 2,375,000 - - - - 2,375,000 M 099
161212016 1,900,000 - - - - 1,900,000 N 099
161202016 1,900,000 - - - 1,900,000 0 099
19/6/2018 - 64680000 - - - 64,680,000 p 0.54
19/6/2018 - 43,120,000 - - - 43,120,000 Q 0.54
Sub-fota Nt 129,680,000 107,800,000 - - (10,800,000 226,680,000
Tota Y 143,680,000 108,300,000 - - (10,800,000 241,180,000

Baofeng Modern
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Notes:

The closing prices of the Shares immediately before the date
of grant on 10 December 2015, 24 June 2016, 16 December
2016 and 19 June 2018 were HK$0.79, HK$0.69, HK$0.99
and HK$0.50 respectively.

The respective exercise periods of the share options granted

are as follows:

A: From 10 December 2015 to 9 December 2020;

B: From 10 December 2016 to 9 December 2020;

C: From 10 December 2017 to 9 December 2020;

D: From 10 December 2018 to 9 December 2020;

E: From 10 December 2019 to 9 December 2020;

F: From 24 June 2016 to 23 June 2021;

G: From 24 June 2017 to 23 June 2021;

H: From 24 June 2018 to 23 June 2021;

From 24 June 2019 to 23 June 2021;

J: From 24 June 2020 to 23 June 2021;

K: From 16 December 2016 to 15 December 2021;

L: From 16 December 2017 to 15 December 2021;

M: From 16 December 2018 to 15 December 2021;

it -
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BORBEERREBER _T—HF+_A
TH ZZE-RFRAZTHBE =T
—RETZATRBE-Z-N\FXA
T HBIE T ED 5IA0.79787T - 0.69
BT 0.9978 7T }20.50/8 7T °

PRI LB ES BITEHIT

Ar ZE-AF+-A+THEE-ZT-
TE+-ANRA:

B: ZE-RE+ZATHEZ=FTZ
TE+-_ANRA:

C: Z—F—tH+-A+RE=-FTZ
TE+_ANA:

D: ZF-N\HE+-AFTHRE=-FTZ
TE+_ANA:

E: Z—F-AFT-AtHE-ZTZ
TE+-ANRA:

F: ZE-R"ENA-THRAE=ZF
——HXA=t=8:

G: ZEF—tEtHFRNA-THAE=ZF
——FRAZT=H:

H: ZF-/\EXRA-tHAE=F
——FRAZ+=H:
—E-AEXNATHAE=-Z
——FRAZ+=H:

I ZZRZTFANAZ+TWEAEZE
Z—FRAZT+=H:

K: ZZ-REF+-A+ARHEZ=Z
——%+ZAt+HEAB:

L: ZZF—tHF+-ATARHEZ=Z
——%+ZAt+HEA:

M: ZF-/\FF+ZA+ARBE=F
——%+ZAt+HEAB:

HERE —T-N\FHREHEE
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N: From 16 December 2019 to 15 December 2021;
0: From 16 December 2020 to 15 December 2021;
P: From 19 June 2018 to 18 June 2023; and

Q: From 19 June 2019 to 18 June 2023.

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

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

4. The number and/or exercise price of the share options may be
subject to adjustments in the case of rights or bonus issues, or
other changes in the Company’s share capital.

ARRANGEMENT FOR DIRECTORS TO
PURCHASE SHARES OR DEBENTURES

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

Baofeng Modern Interim Report 2018
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS
IN SHARES AND UNDERLYING SHARES

As at 30 June 2018, so far as was known to the Directors and
the chief executives of the Company, the following persons
or corporations (other than the Directors or chief executives
of the Company) who had, or were deemed or taken to have
interests and short positions in the Shares or underlying Shares
which would fall to be disclosed to the Company under the
provisions of Divisions 2 and 3 of Part XV of the SFO and be
recorded in the register required to be kept under Section 336
of the SFO or as otherwise notified to the Company were as

follows:

Interests and short positions in the Shares and

underlying Shares:

Name

=1

Capacity and nature of
interests

Bt REmNE

Other Information

H &

FTERRREMALTRERMDRAE
BAROTHER KX

RZE-NFARR=+tH BEEREAR
AIEE2TBABMA U TALIOER (B
FRANRAEBITHRABRIN R %
MRS EE LR RSNE FEERE
BHRBEROIEXVEE2 KR35 B HEX
ARARRRERELNRBREZ S LSS
fGRBIE336GATHFENECMHIARTT
HEARmZEEIORRIMT

REROREBROPHOESR KRR

Percentage of the
Company'’s issued
share capital®

Number of Shares/
underlying Shares

Mr. Sze Ching Bor
("Mr. Sze") ™

SEIE R &
([s25e&E])m

Ms. Tsang Shuk Ping @
BRFL T

Best Mark International Limited

("Best Mark™) @

Total Shine Investments Limited
("Total Shine”) @

Mr. Zhang Honghui @

RIBHESL A @

Bluestone ©®
L

Mr. Zhuang Chaohui ®

HPAE L LS

Interest in controlled
corporation

P 104 B i) 7 28

Spousal interest
B n
Beneficial owner/Other

EREAAHAM

Beneficial owner

ﬂﬂ\$}

H

A A

\;

Interest in controlled
corporation

P45 1% B B M 21

Beneficial owner

BEaGBEAA

Interest in controlled
corporation

P22 1) B ) #E

ERRFEBRITRAE

B HEROHE BOL©®
285,879,975 (L) 26.37%
285,879,975 (L) 26.37%
240,720,365 (L) 22.20%
233,155,792 (L) 21.51%
233,155,792 (L) 21.51%
220,000,000 (L) 20.29%
220,000,000 (L) 20.29%

HERE —T-N\FHREHEE
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(1) Mr. Sze is deemed to be interested in the Shares held by
Best Mark and Capital Vision International Limited (“Capital
Vision"”). Best Mark and Capital Vision are wholly owned
and controlled by Mr. Sze and are interested in 240,720,365
Shares and 45,159,610 Shares respectively, representing
approximately 22.20% and 4.17%, respectively of the issued
Shares.

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

(3) Best Mark is wholly owned and controlled by Mr. Sze.

(4) Total Shine is interested in 233,155,792 Shares. Mr. Zhang
Honghui, who wholly owns and controls Total Shine, is
deemed to be interested in the Shares in which Total Shine is
interested.

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

(6) The percentage has been calculated based on the total number
of Shares in issue as at 30 June 2018 (i.e. 1,084,059,608
shares).

(7) The letter “L" denotes the person’s long position in the Shares
or underlying Shares.

Save as disclosed above, as at 30 June 2018, none of the
Directors and the chief executives of the Company was aware
of any other person (other than the Directors or the chief
executives of the Company) or corporation which had, or
was deemed or taken to have, an interest or short position
in the Shares, underlying Shares or debentures which would
fall to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO and be recorded in the
register required to be kept under section 336 of the SFO or as
otherwise notified to the Company.

INTERIM DIVIDEND

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

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

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

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

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

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

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY
During the Period, neither the Company nor any of its

subsidiaries purchased, redeemed or sold any of the
Company'’s listed securities.
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AUDIT COMMITTEE

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

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

On behalf of the Board

ZHENG Jingdong
Chairman

Hong Kong
30 August 2018
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

HHGEEaERAEtEZERER

For the six months ended 30 June 2018 EZ —Z— NFNA=+HILNEA

Six months ended 30 June

BEXNA=THLEXEAR

2018 2017
—E-N\F —T—+F
Notes RMB’000 RMB"000
Kzt ARMTF T AR®ET T
(unaudited) (unaudited)
(REEER) (CREgEZ)
REVENUE U &= 4 101,726 79,328
Cost of sales SHE KA (76,679) (59,480)
GROSS PROFIT EF 25,047 19,848
Other net income and gains HAa A R U a5 558 4 1,109 854
Selling and distribution expenses HE KD HEFAX (5,946) (4,772)
General and administrative expenses —MRITERFA (32,670) (22,664)
Amortisation of intangible assets mLEEEE 10 (36,298) (63,298)
Finance costs BB KA 5 (2,859) (3,335)
Fair value (loss)/gain on convertible notes 2 AF(EzT AJE2E 2 Al
and warrants at fair value through profit  REE N ZREBZ A
or loss FEEEX) MR 15 (4,769) 33,747
Fair value gain/(loss) on provision for BAFEFAEBR A
contingent consideration at fair value REEE 2 A FEK
through profit or loss = (BXK) 16 742 (18,139)
LOSS BEFORE TAX BB B 6 (55,644) (57,759)
Income tax credit/(expense) AT R0,/ (A ) 7 643 (1,625)
LOSS FOR THE PERIOD AND TOTAL ARABEEABGEHAES
COMPREHENSIVE EXPENSES FOR THE #ERHAZEEZAE
PERIOD ATTRIBUTABLE TO OWNERS
OF THE COMPANY (55,001) (59,384)
LOSS PER SHARE BREE 8
— Basic (RMB) —ER(ARE) (0.051) (0.055)
- Diluted (RMB) —#E(ARE) (0.051) (0.055)

Details of the dividends are disclosed in note 9 to the

condensed consolidated financial statements.

I EFBRENERAGRAMEHRRME -
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As at 30 June 2018 R-ZE—N\FNNHA=+H

Condensed Consolidated Statement of Financial Position

B ES WBRR K

30 June 31 December
2018 2017
—E-N\F —E—tF
ANA=+H tZA=+—H
Notes RMB’'000 RMB’'000
e ARET T ARETTT
(unaudited) (audited)
(REER) (885%)
NON-CURRENT ASSETS FREBEE
Property, plant and equipment e = 50,818 41,416
Prepaid land lease payments BN AS 26,589 26,954
Intangible assets B EE 10 600,690 636,981
678,097 705,351
CURRENT ASSETS RBEE
Inventories FE 29,270 36,227
Trade and bills receivables JEUCE 5 BR 70 % e U 2 4 11 22,600 29,806
Prepayments, deposits and other FERFRIE e REM R
receivables EQE] 10,901 10,321
Pledged deposits BEEIRER 4,284 2,127
Cash and bank balances RE MIRITES 5,919 5,888
72,974 84,369
Assets classified as held for sale DHEABEEFENEE 12 26,000 26,000
98,974 110,369
CURRENT LIABILITIES REERE
Trade and bills payables B ESERANENEZE 13 47,941 48,001
Contract liabilities BRAEE 450 -
Deposits received, other payables and B iire - H bR FRIE KR
accruals FEFTE R 52,332 39,925
Interest-bearing bank borrowings HEBRITEE 14 111,000 117,000
Convertible notes Gl 15 149,591 87,002
Income tax payable FENTFT1SH1IR - 2,216
361,314 294,144
NET CURRENT LIABILITIES FEE EFE (262,340) (183,775)
TOTAL ASSETS LESS CURRENT BEERRBAER
LIABILITIES 415,757 521,576
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Condensed Consolidated Statement of Financial Position

&S BRI K

As at 30 June 2018 R-ZE—FNNHA=+H

30 June 31 December

2018 2017
—B-NE ST tF
ANA=+H +ZA=+—H
Notes RMB’000 RMB’000
M ARET T ARETTT
(unaudited) (audited)
(REER) (88 FT%)

NON-CURRENT LIABILITIES kRBEE
Convertible notes AR RS =R 15 - 57,820
Provision for contingent consideration AR ERE 16 45,420 47,272
Deferred tax liability RIEFHIEEE 3,071 3,071
48,491 108,163
NET ASSETS EEFE 367,266 413,413

EQUITY =

Share capital A& X 17 71,629 71,629
Reserves 1 295,637 341,784
TOTAL EQUITY EREE 367,266 413,413

BigRY —T-\FhgEs )3



Condensed Consolidated Statement of Changes in Equity

HHGEREE2B X

For the six months ended 30 June 2017 HE_Z—tFNA=1THINEA

Attributable to owners of the Company

BD AR NER

Reserves
i
Statutory  Exchange ~ Capital ~ Share
Share  Share Contriouted  surplus fluctuation redemption options ~ Retained Total Total
aptal  pemum  surplus fnd  resene  resene resene profis  resenesequity
EER% ERN® A1BOD  BRE
RE REE E8E&  NEE B B BB REEN HREE Bl
RMB'OO0  RMB'0O0  RMB'000  RMB'000  RMB'000  RMB'0O0  RMB'000  RMB'000  RMB'000  RMB'000
NRETT ARETT ARETR ARETT ARETT ARETR ARETR ARETT ARETT ARETR

At 1 January 2017 (audited) W-E-tE-B-A(£80) 69 41635 141376 95478 155 54 2533 250 T3 833N
Loss and total comprehensive expense for — BREBRZEHRAE

the period - - - - - - - (59384)  (59384)  (59384)
Fuitysetted share option arrangements  J\REEENERER - - - - - -4 - 4R 460
Forfeiture of share options RhERE - - - - - - (68) 68 - -
At 30 June 2017 (unaudited) WZE-tERAZTR(REER) N6 41635 14136 95478 155 54 2994 3206 716988 788,617
For the six months ended 30 June 2018 HEZZT—\FA=1THLEAR

Attributable to owners of the Company

ROTRA RS

Reserves

i

Statutory Exchange  Capital  Share
Share  Share Contributed  surplus fluctuation redemption ~options Acumulated ~ Total  Total
capital premium  surplus  fund  reserve  reseve  reserve  losses reserves  equity
tERG EXRD E4RD  BRE
Rt BRERE F4E8 ORE  BR RBE B ZHER B4R BREE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARRTR ARBTR ARBTR ARMTR ARMTR ARRTR ARBTR ARMTR ARMTL ARETR

At 1 January 2018 (audited) W-%-NE-5-A(£8H) 7629 416325 141376 95478 155 54 28284 (340358) 341,784 413413
Loss and total comprehensive expense for ~ AHEEERIEER4E

the Period - - - - - - - (55,001)  (55,001)  (55,001)
Fquitysetted share option arrangements  J\REEENERER S - - - - - - 885 - 8% 88
Forfeiture of share options RhERE - - - - - - (18 18t - -
At 30 June 2018 (unaudited) WZE-NERAZTR(KEER) 7629 46325 141376 95478 155 54 35357 (393,578) 295,637 367,66
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Condensed Consolidated Statement of Cash Flows

HHGAERERER

For the six months ended 30 June 2018 EZ —Z— NFNA=+HILNEA

Six months ended 30 June

BEXNA=THLEXEAR

2018 2017
—E-N\EF B+ F
RMB’000 RMB’000
ARET T ARETIT
(unaudited) (unaudited)
(REEZ) (REEEZ)
NET CASH FLOWS FROM/(USED IN): 8/ (FTR)RE&REFHE :
Operating activities KRS 11,968 16,360
Investing activities L& EE (3,078) (10,812)
Financing activities BEEH (8,859) (6,335)
NET INCREASE/(DECREASE) IN CASH AND RERHRLZHEY
CASH EQUIVALENTS #®in, CRd) BEE 31 (787)
Cash and cash equivalents at beginning of IR MRS S EY
period 5,888 4,789
CASH AND CASH EQUIVALENTS AT END OF HIRBEERELZEY
PERIOD 5,919 4,002
ANALYSIS OF BALANCES OF CASH AND RERBESEEY
CASH EQUIVALENTS ERRON
Cash and bank balances B RIB1TH S 5,919 4,002
BIEEY —T— \FRPHRE
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CORPORATE INFORMATION

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

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

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

BASIS OF PREPARATION

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

The Interim Financial Statements should be read in
conjunction with the annual financial statements for
the year ended 31 December 2017, which have been
prepared in accordance with International Financial
Reporting Standards (“IFRSs").
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GRS M B RRME

For the six months ended 30 June 2018 B Z —Z— FNA=+HI-NEA
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Notes to the Condensed Consolidated Financial Statements

B8R A & B 3% 3R R B &

For the six months ended 30 June 2018 EZ —Z— NFNA=+HILNEA

BASIS OF PREPARATION (continued)

As at 30 June 2018, the Group’s current liabilities
exceeded its current assets by approximately
RMB262,340,000. The Group incurred a loss for
the Period of approximately RMB55,001,000. These
conditions indicate the existence of a material uncertainty
which may cast significant doubt on the Group’s ability
to continue as a going concern and therefore, the Group
may not be able to realise its assets and discharge its
liabilities in the normal course of business.

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

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

2.  Convertible notes with principal amounts of
HK$110,880,000 and HK$73,920,000 respectively
were issued to Bluestone and will be matured on 16
December 2018 and 2 February 2019 (the “Maturity
Dates”) respectively. Pursuant to the memorandum
signed by Bluestone on 28 March 2018, Bluestone
is willing to extend the date of repayment for 1 year
from the Maturity Dates in circumstances that i) the
convertible notes are not converted into conversion
shares before the Maturity Dates; ii) the conversion
price per conversion share is higher than the share
price of the Company on the Maturity Dates; and
iii) Bluestone selects the option to request the
Company to repay the principal amount of such
convertible notes.

mEEXE (F)
R-ZE-NEFERXA=+H K£EEH
MBBEBEERBEENARK
262,340,0007T ° NS E XA HAfE = A&
T #4 ANR#55,001,000C K EE - &
AR R RBATFEE AN NEEM 7]
REEAEEFELENEENEELEER
A AEEAEEENEE
¥ REEEREERAE-

ERNZEFBN EFHAKERES

EEOMERKREEECRYBRE
B EECEREZEAEENRKR
PEGNRBEALEA ARE KR -
ERRETHERERERDESTFR
KB ZEB AN - BIRE N RR A
TEIA

1. AEBESEBEARITER KK
REBHBEARTITEED RS
5] S EORE R AR
BN S EES NYBHFE-
EXCMEECSHANMEEE
WRRAEE RS RIFNEER
el ERIRTTRIR R 4 - B IN5R
REBERNRITEEDHFE
HIEWRE ) &

2. ZAR&FHHA110,880,0007% 7T
573,920,000/ 7T 2 Al IR R 4%
ERTTEALKOAIN -F
“NEFEFTZATRBEEZF-A
FZAZRATHEHE DIH R
BEAR-_Z-N\F=A=-1+N
ARFZHESE  RTIBERT
ERMERERBHEER DS
B EEF ¢ )RR RR RN E
B 2 A I R SER AL i)
FRERRO 2 BRESKNEH
BARBZIRIE « KiEAEE
ERANRNBEEZXS I BRBERE
AN
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Notes to the Condensed Consolidated Financial Statements

GRS M B RRME

For the six months ended 30 June 2018 B Z —Z— FNA=+HI-NEA

28

BASIS OF PREPARATION (continued)

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

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

The Interim Financial Statements have been prepared in
accordance with the same accounting policies adopted
in the 2017 annual financial statements, except for
the accounting policy changes that are expected to be
reflected in the 2018 annual financial statements as
detailed below:

The Group has adopted the following new and revised
IFRSs which are effective for the Group’s financial year
beginning on 1 January 2018.

Baofeng Modern Interim Report 2018
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2.

Notes to the Condensed Consolidated Financial Statements

B8R A & B 3% 3R R B &

For the six months ended 30 June 2018 EZ —Z— NFNA=+HILNEA

BASIS OF PREPARATION (continued)

IFRS 9 Financial Instruments

IFRS 15 Revenue from Contracts with
Customers

IFRIC* 22 Foreign Currency Transactions and

Advance Consideration
Classification and Measurement
of Share-based Payment
Transactions
Applying IFRS 9 Financial
Instruments with IFRS 4
Insurance Contracts
Clarifications to IFRS 15 Revenue
from Contracts with Customers
As part of Annual Improvements to
IFRSs 2014-2016 Cycle

Amendments to IFRS 2

Amendments to IFRS 4

Amendments to IFRS 15

Amendments to IAS 28

Amendments to IAS 40 Transfers of Investment Property

* IFRIC represents the International Financial Reporting
Standards Interpretation Committee

Except as described below, the application of the new
and revised IFRSs have had no material impact on the
contents of the Interim Financial Statements.

IFRS 9 Financial Instruments

IFRS 9 Financial Instruments replaces IAS 39 Financial
Instruments: Recognition and Measurement, bringing
together all three aspects of the accounting for financial
instruments: classification and measurement, impairment
and hedge accounting.

Classification and measurement

IFRS 9 contains three principal classification and
measurement categories for financial assets: amortised
cost, fair value through other comprehensive income and
fair value through profit or loss.

From 1 January 2018, the categories of loans and
receivables under IAS 39, including trade and bills
receivables, financial assets included in prepayments,
deposits and other receivables, pledged deposits and cash
and bank balances, were reclassified as financial assets
measured at amortised cost.

mBERE(E)
AESRECENEE  2RIA
ERIBALEEIE  APANOKE

ARMBREEIRERAS MERARENRE

REEH
REBREENRE  URDAERONIRGZH
(B3T%) BRitE

ARERREENEE  EREARMBRSENES
(B31%) SHTAERERNTES
BRI RRAY
REBREENRSE  ERMBARSRAEIHER
(B3T%) ANERE R
BAREERIR T (B1) REREREEER
“R-MEE-EER
BEEREN-—H2
AREERIRA0R (B) RANZER

B NPTt S - IR RZH#a] S &
fE 5T BIR B 75 e o5 22 I ¥ P HAR 75 3R
ROABTALBEATE -

B R EERFREMTA
B Bt 7 s 5 HE R 295k & B T AR
RER ST ERIFEIRSRITE « i
REGE ERERTASHRIEN
FrE=fEnm: nBERFE RER
Bt

TERE

HERM G RELENEIRBE=T
ENeREEDBNMFTERER  EE
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GRS M B RRME

For the six months ended 30 June 2018 B Z —Z— FNA=+HI-NEA

2.

BASIS OF PREPARATION (continued)
IFRS 9 Financial Instruments (continued)

Classification and measurement (continued)

The measurement categories and carrying amounts for all
financial assets and financial liabilities at 1 January 2018
have not been impacted by the initial application of IFRS
9.

Impairment

IFRS 9 replaces the “incurred loss” model in IAS 39
with an “expected credit loss” (“ECL") model. The ECL
model requires an ongoing measurement of credit risk
associated with a financial asset and therefore recognises
credit losses earlier than under the “incurred loss” model
in IAS 39.

The Group applies the new ECL model to financial assets
measured at amortised cost, including trade and bills
receivables, financial assets included in prepayments,
deposits and other receivables, pledged deposits and cash
and bank balances.

Under IFRS 9, ECLs are measured on either of the
following bases:

o 12-month ECLs: these are losses that are expected
to result from default events on a financial
instrument that are possible within the 12 months
after the reporting date; and

o lifetime ECLs: these are losses that are expected
to result from all possible default events over the
expected life of a financial instrument.

For trade and bills receivables, and financial assets
included in prepayments, deposits and other receivables,
the Group has measured the loss allowance as an
amount equal to lifetime ECLs. For pledged deposits,
and cash and bank balances, the Group recognises a
loss allowance equal to 12-month ECLs unless there has
been a significant increase in credit risk of the financial
instrument since initial recognition, in which case the loss
allowance is measured at an amount equal to lifetime
ECLs.

The Group has concluded that there is no material
impact for the initial application of the new impairment
requirements.
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Notes to the Condensed Consolidated Financial Statements

B8R A & B 3% 3R R B &

For the six months ended 30 June 2018 EZ —Z— NFNA=+HILNEA

BASIS OF PREPARATION (continued)
IFRS 15 Revenue from Contracts with Customers

IFRS 15 replaced IAS 18 Revenue, IAS 11 Construction
Contracts and related interpretations. IFRS 15 introduces
a 5-step approach to revenue recognition: (i) identify the
contract(s) with a customer; (ii) identify the performance
obligations in the contract; (iii) determine the transaction
price; (iv) allocate the transaction price to the
performance obligations in the contract; and (v) recognise
revenue when (or as) the entity satisfies a performance
obligation.

Under IFRS 15, any entity recognises revenue when a
performance obligation is satisfied, i.e. when “control”
of the goods or services underlying the particular
performance obligation is transferred to the customer.

The Group has assessed the impact of the adoption of
IFRS 15, and concluded that the initial application of IFRS
15 does not have a significant impact on the Group’s
revenue recognition.

Under IFRS 15, a contract liability, is recognised when a
customer pays consideration, or is contractually required
to pay consideration and the amount is already due,
before the Group recognises the related revenue, or
when the Group receives consideration from a customer
and expects to refund some or all of that consideration to
the customer (i.e. refund liability). To reflect this change
in presentation, contract liabilities, that is receipts in
advance from customers, with amount of RMB450,000
are now separately presented in the condensed
consolidated statement of financial position at 30 June
2018, as a result of the adoption of IFRS 15.

The Group has not applied any new standard or
interpretation that is not yet effective for the current
accounting period.
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SEGMENT INFORMATION

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

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

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

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

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

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

Segment assets exclude property, plant and equipment,
prepaid land lease payments, intangible assets, raw
materials, work in progress, prepayments, deposits and
other receivables, pledged deposits, cash and bank
balances and assets classified as held for sale as these
assets are managed on a group basis.
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B8R A & B 3% 3R R B &

For the six months ended 30 June 2018 EZ —Z— NFNA=+HILNEA

SEGMENT INFORMATION (continued) 3.

Segment liabilities exclude trade and bills payables,
contract liabilities, certain other payables and accruals,
interest-bearing bank borrowings, convertible notes,
income tax payable, deferred tax liability and provision for
contingent consideration as these liabilities are managed

on a group basis.

Period ended 30 June 2018

T RPER(E)

HRENEZERLENRE &R
BE -AHEMEMNFTELRESE
A RFRIRITRE AT RRERRE BN
ST ELR AR B RIARE
BREOLEEEEEEENRE &
PEIADHBAE -

BE-Z-\FXRA=1THLHH

Graphene-
Boree based
Products Products OEM Total
EABER RERER By
RMB'000 RMB'000 RMB'000 RMB'000
ARETR AR¥Trn AR%Tx AR%T=x
(unaudited)  (unaudited) (unaudited) (unaudited)
(REBEZ) (RBEHR) (REER)  (REBER)
Segment revenue kil 6
Sales to external customers FMREFIHE 2,147 2,294 97,285 101,726
Segment results DHWEE 20 (172) 19,253 19,101
Reconciliation: #E -
Interest income FIBUA 23
Other unallocated net income and ~ Ef R EUA K Mz 528
gains 1,086
Corporate and other unallocated ~ ®EREMADERS
expenses (32,670)
Amortisation of intangible assets &/ EE#H (36,298)
Fair value loss on convertible notes  $RAF{Ezt A B 2 AT
at FVTPL ZRIATERX (4,769)
Fair value gain on provision for BOTEFABRZEAR
contingent consideration at BRE D FERS
FVTPL 742
Finance costs BEMK (2,859)
Loss before tax BREATER (55,644)

HERE —T-N\FHREHEE
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For the six months ended 30 June 2018 B Z —Z— FNA=+HI-NEA

3. SEGMENT INFORMATION (continued) 3. 7HERE
As at 30 June 2018 R-ZE-N\EXA=1H
Graphene-
Boree based
Products Products OEM Total
EABER GERER g

RMB'000 RMB'000 RMB'000 RMB'000
AR®TR AR®TR AR®TTR ARET R
(unaudited) (unaudited) (unaudited) (unaudited)
(REER) (REBER)  (REBKR) (REER)

Segment assets PHEE 2,993 2,073 25,104 30,170
Reconciliation: ik
Corporate and other unallocated ¥R EMADEEE

assets 720,901
Assets classified as held for sale S EARERENEE 26,000
Total assets BEBS 777,071
Segment liabilities PHEE 300 - - 300
Reconciliation: ik
Corporate and other unallocated ¥R EMADEEE

liabilities 409,505
Total liabilities BEEE 409,805
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For the six months ended 30 June 2018 EZ —Z— NFNA=+HILNEA

3. SEGMENT INFORMATION (continued) 3. oEERGE)
Period ended 30 June 2017 BE-Z—+tH&A=1+HIEHH
Graphene-
Boree based
Products Products OEM Total
EANEER hERER ke
RMB'000 RMB'000 RMB'000 RMB'000
AREFT ARETT AREFT ARETL
(unaudited) (unaudited) (unaudited) (unaudited)
(REER) (REER) (REER) (REER)
Segment revenue piril 6
Sales to external customers MINRRFHEE 1,528 99 77,701 79,328
Segment results yin:iE3 (844) (66) 15,986 15,076
Reconciliation: Fafi i
Interest income FISWA 55
Other unallocated net income and Ef kR A E WA R iz F 58
gains 799
Corporate and other unallocated EREMADERT
expenses (22,664)
Amortisation of intangible assets £/ & & # (63,298)
Fair value gain on convertible notes A Bt A& 2 ATEARE
and warrants at FVTPL BRAREE 2 D FERE 33,747
Fair value loss on provision for A FEFFABGZZHARE
contingent consideration at BEZDTERR
FVTPL (18,139)
Finance costs AR (3,335)
Loss before tax BREIRIE B (57,759)
B - N\FHHRE
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For the six months ended 30 June 2018 B Z —Z— FNA=+HI-NEA

3. SEGMENT INFORMATION (continued) 3. 7HERE
As at 31 December 2017 R-E—tHE+=“HA=+—H
Graphene-
Boree based
Products Products OEM Total
EANBER AERER ok

RMB'000 RMB'000 RMB'000 RMB'000
AREFT AR®FT AREFT AR®FT
(audited) (audited) (audited) (audited)
(f8&ERZ) (f8&RZ) (e&R7) (fE&Z)

Segment assets PHEE 1,885 4,457 33,574 39,916
Reconciliation: ik
Corporate and other unallocated ¥R EMADEEE

assets 749,804
Assets classified as held for sale  DEAREFENEE 26,000
Total assets BEED 815,720
Segment liabilities PHaE 300 - - 300
Reconciliation: ik
Corporate and other unallocated ¥R EMADEEE

liabilities 402,007
Total liabilities BERE 402,307
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B8R A & B 3% 3R R B &

For the six months ended 30 June 2018 EZ —Z— NFNA=+HILNEA

3. SEGMENT INFORMATION (continued) 3. oEERE)
Geographical information b B2 & R
(a) Revenue from external customers (a) KEIREFH Wz

Six months ended 30 June
BEAA=1THIAKEA

2018 2017
—E-N\E —E—+F
RMB’000 RMB'000

ARE T ARETIT
(unaudited) (unaudited)
(REBEZX) (RE&EZ)

PRC (principal place of operations) A (B AR 2h) 6,072 1,629
us X 93,022 71,607
South America mEM 572 375
Europe M 314 1,461
South East Asia HEos 975 1,945
Other countries HaBER 771 2,311
101,726 79,328
The revenue information above is based on the L EWEBE T ERNESEZ
locations of the customers. 4o
(b) Non-current assets (b) ¥REEE

30 June 31 December

2018 2017
—E-N\F —E—tF
AA=+H +tZH=+—H

RMB’000 RMB"000
AR®T R AR®ET T
(unaudited) (audited)

(REFR) (&%)

PRC (principal place of operations) FE(FELEHE) 678,093 705,345
The non-current assets information above is based A EIERBEEER HEREE
on the locations of the assets. NEED -

BigrY —E- N FhgEs 3/
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For the six months ended 30 June 2018 B Z —Z— FNA=+HI-NEA

3. SEGMENT INFORMATION (continued)

Information about major customers

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

7 RPER(E)
TBEEFHNESR

Notes to the Condensed Consolidated Financial Statements

RIBRE R kaEP 2 S A%
BlEHETE10%A EENT ¢

as follows:
Six months ended 30 June
HEAA=1THLAEA
2018 2017
—E-N\F —E—tF
RMB’000 RMB"000
AR¥T R ARBTT
(unaudited) (unaudited)
(REEZR) (RE&EZ)
Customer A EPA 57,306 48,152
Customer B* =ZFEB* - 8,135
Customer C EPC 13,931 3,810
Customer D =FD 11,951 -
* Revenue from Customer B contributed less than 10% of * RABEREREFBZ S HAER

the total sales of the Group for the Period.

The Group’s major customers are in the OEM segment.
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B8R A & B 3% 3R R B &

For the six months ended 30 June 2018 EZ —Z— NFNA=+HILNEA

REVENUE, OTHER NET INCOME AND

GAINS

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

returns and trade discounts.

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

4. W HABWA RS FE

WHITAIASRERZERE  HERD
TIBREERESANRENEEER

BERFE-

Y ad ~ Al A B W s 0% BB O 20 AT 40

follows: T
Six months ended 30 June
HEANA=THILAREAR
2018 2017
—B-N\E T LfF
RMB’000 RMB"000
AR®T R ARBEFIT
(unaudited) (unaudited)
(REEX) (REEEZ)
Revenue Wz
Manufacture and sales of goods FENMHEEE R 101,726 79,328
Other net income and gains HibWw AR W F5E
Interest income HMEMA 23 55
Sales of scrap material HE R 290 62
Rental income HEWA 104 171
Subsidy income LT ON 576 164
Exchange gain bEE 34 W o 116 -
Others Efb - 402
1,109 854
FINANCE COSTS 5. &K
Six months ended 30 June
BZAA=1tHLELAEA
2018 2017
—B-NF T tf
RMB’000 RMB"000
AR¥T R ARBTT
(unaudited) (unaudited)
(REBEZ) (RE&ERZ)
Interest on bank loans repayable within ~ ZBRAFRNEENRITER
five years 1B 2,859 3,335

HERE —T-N\FHREHEE
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For the six months ended 30 June 2018 B Z —Z— FNA=+HI-NEA

6. LOSS BEFORE TAX 6. FERBIAIEIE
The Group’s loss before tax is arrived at after charging/ REFENBBABEDNEG (G A)
(crediting) the following items: LTIER :

Six months ended 30 June
BEANA=THIAEA

2018 2017
—E-N\E —E—+F
RMB’000 RMB’000

AR¥T T AREETIT
(unaudited) (unaudited)
(REBEZR) (REFEZ)

Cost of inventories sold* EEFERA 77,109 59,499
Depreciation* JrE* 2,923 3,584
Amortisation of prepaid land lease TE S + 3 7H & 8
payments 365 422
Amortisation of intangible assets B EESE 36,298 63,298
Minimum lease payments under operating 1818 1 i M 18 F &L FALIHY
leases in respect of land and buildings* Wi NP 682 211
Employee benefit expenses (including EERNAXZ(BIEES
directors’ remuneration)*: M)«
Wages and salaries TENES 27,606 22,206
Equity-settled share option expenses LA B e 4 55 ) B AR R T S 8,854 4,629
Staff welfares EBRA 634 515
Contributions to retirement benefits BRIREFET I
schemes 1,500 1,205
38,594 28,555

Impairment loss/(reversal of impairment FEWE SEFREER,

loss) on trade receivables OUREREREE) 6,013 (690)
Reversal of write down of inventories T E MR D (430) (19)
Loss on disposal of items of property, plant HE&E W% M= kX &EE

and equipment 518 89 108
Exchange (gain)/loss, net BE K, (s ) 18555 (116) 425
Research and development costs** T B AR ** 3,704 4,615
* The cost of inventories sold for the Period includes * AEFEEFERARNBEIZIARE

approximately RMB20,357,000 (2017: RMB16,563,000) 20,357,000 ( = E—+14F : ARK
relating to direct staff costs, depreciation of 16,563,000 ) I EEZIES ALK - 4
manufacturing facilities and operating lease payments in ERGITEUR - RIEFHLTHE
respect of land and buildings, which are also included in Kt I EEH INE A FXAT
the respective total amounts disclosed above for each of WESEHLT I AEE -

these types of expenses.

**  The research and development costs are included in o BN AEFHAERHESESR
“General and administrative expenses” in the condensed HBEm2ENEE [—RRTH
consolidated statement of profit or loss and other e

comprehensive income.
40 Baofeng Modern Interim Report 2018



Notes to the Condensed Consolidated Financial Statements

B8R A & B 3% 3R R B &

For the six months ended 30 June 2018 EZ —Z— NFNA=+HILNEA

INCOME TAX CREDIT/(EXPENSE) 7. FREFHIEN(Bx%)

No provision for Hong Kong profits tax has been made as HAAEER B @TEEAE Y BIEE
the Group’s tax losses brought forward from prior years BB AN AT S ES R ER
exceeded the assessable profits arising in Hong Kong for ¥ S EEE B ENESHEE(—Z
the Period (2017: Nil). Taxes on profits assessable in the —+F  E)o B A FERR T S A B IE
PRC have been calculated at the prevailing rates, based TR EREENRTEN B L EHE
on existing legislation, interpretations and practices in HEARRE o

respect thereof.

Six months ended 30 June

BEANA=THIEAEA

2018 2017
—E-N\F —E—+F
RMB’000 RMB"000

ARETR AREFIT
(unaudited) (unaudited)
(REEZX) (REeEZ)

Current — PRC Enterprise Income Tax BNER — R B (b ZEFTIS B
(Credit)/charge for the period HAA (#K30), =488 (946) 813
Under-provision in prior years BEFEREBIE 303 812
Total tax (credit)/expense for the period — HARFIIE (), B x 4258 (643) 1,625

mgRy —2-nEamgs 4]
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For the six months ended 30 June 2018 B Z —Z— FNA=+HI-NEA

42

LOSS PER SHARE

The calculation of basic loss per share is based on the
consolidated loss for the Period attributable to owners of
the Company of approximately RMB55,001,000 (2017:
RMB59,384,000) and the weighted average number of
Shares of 1,084,059,608 (2017: 1,084,059,608) in issue
during the Period.

The weighted average number of Shares used to calculate
the basic loss per share for the Period included the
1,084,059,608 Shares in issue as at 1 January 2018 and
30 June 2018.

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

During the periods ended 30 June 2018 and 2017,
diluted loss per share does not assume the exercise of
the Company’s share options and convertible notes as the
exercise of the Company’s share options and convertible
notes would result in a decrease in loss per share, and is
regarded as anti-dilutive.

DIVIDENDS

The Board did not recommend the payment of an interim
dividend for the Period (For the six months ended 30 June
2017: Nil) to the shareholders of the Company.
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B8R A & B 3% 3R R B &

For the six months ended 30 June 2018 EZ —Z— NFNA=+HILNEA

10. INTANGIBLE ASSETS

10. B EE

020
distribution Deferred
Technology vending  development
Know-how system costs Total
(Notes a, ¢) (Notes b, ¢) (Note d)
0207 84 13
Bl A EERG EESIEN BE
(Fista, o) (F¥sEb, <) (FisEd)
RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT AREFTT ARBFTT
Cost: BN
At 1 January 2017 RZE—+F—A—H 1,587,518 60,000 92,378 1,739,896
Addition during the year FREE - - 150 150
At 31 December 2017 and RZT—+F
1 January 2018 +-A=+-HkK
—T-N\¥-HA-H 1,587,518 60,000 92,528 1,740,046
Addition during the Period R L - - 7 7
At 30 June 2018 RZE-N\F
NA=TH 1,587,518 60,000 92,535 1,740,053
Accumulated amortisation R #HREE:
and impairment:
At 1 January 2017 RZE—+§—H—H 437,518 - - 437,518
Provided for the year FRR&E 123,214 4,954 93 128,261
Impairment loss for the year — F AR EEE 477,786 - 59,500 537,286
At31December 2017 and ~ RZZT—LF
1 January 2018 +TZRA=+—-HkK
—E-\§—HA—H 1,038,518 4,954 59,593 1,103,065
Provided for the Period =i 32,940 3,303 55 36,298
At 30 June 2018 RZZE-N\F
~NAZTH 1,071,458 8,257 59,648 1,139,363
Net carrying amount: REFE:
At 30 June 2018 RZE-N\E
NA=TH 516,060 51,743 32,887 600,690
At 31 December 2017 R_E—+%F
+-A=1+—8H 549,000 55,046 32,935 636,981
Notes: Pt 5T

(@ It represented the Technology Know-how, which was
acquired from Bluestone, an independent third party, in

2015.

(@ HEMNR-_Z—LFMBEILE=7H

B0 YRR R0 B ffg A B o

UL RE

R N\FEHBEE
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For the six months ended 30 June 2018 #[Z —

10. INTANGIBLE ASSETS (continued)

Notes: (continued)

(a)

(b)

(@}

Baofeng Modern

(continued)

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

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

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

The 020 distribution vending system has definite useful
lives and is amortised over 9 years using the straight-line
method.

The Directors consider that 020 distribution vending
system is a contributory asset necessary to support the
earnings associated with the Technology Know-how
(collectively “020 Unit”), being the smallest identifiable
group of assets that generates earnings that are largely
independent of the earnings from other assets. The
Directors conducted an impairment assessment on the
020 Unit and considered that there was no impairment to
the carrying amount of the 020 Unit as at 30 June 2018.

Interim Report 2018
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10. INTANGIBLE ASSETS (continued)

Notes: (continued)

(d) In July 2016, the Group engaged several independent
third parties in the research and development of
manufacturing and application technology of graphene
material on graphene deodorizing and sterilizing chips
("Sterilizing Chips”), energy storage materials for
batteries and pressure-sensitive lighting devices for shoes
("Other Deferred Development Costs”). The Directors
seek the opportunities in applying the graphene material
in products other than shoes and plan to launch in the
future.

The Directors conducted an impairment assessment on
the Sterilizing Chips using discounted cash flow approach
and considered that no provision for impairment to the
carrying amount of the Sterilizing Chips was made at 30
June 2018.

11. TRADE AND BILLS RECEIVABLES

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

Notes to the Condensed Consolidated Financial Statements

B8R A & B 3% 3R R B &

For the six months ended 30 June 2018 EZ —Z— NFNA=+HILNEA

10.

1.

BEEE®)

BisE: (&)

d RZE-—RELA TEEERH
RBUE=TTHELRBETHR
AREBEHRREERECH ([RED
F1) SR E R EEEHR
RAEREMEENERRIM ([HEM
BEREFRERA]) BEESKEAE
B R ERARERAIMER ZHE
g WA EINARIKHES

EXCEARRREMEHRET
FETREMBLERR/R TN
FRNA=ZTHEHEFTRERELCHOE
EEfEH R E &R -

FEWE SRR EREE
AEEEEFNEHGRRERNUEE
ET RAEFPRHMNEER —RA=
EA - AEEBABEBEZEREEDN
FEM R IR - W R BE E B AP - A
AR EE R - S RERE T HRE
B SR  EN EXF BAKE
MEKE ZEREXETRNEFH
B RUEBEARTEERR KNE
B EREEYE Z R ERT AT
AHEARKE MR EENER &
WE ZRKIITETR o
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GRS M B RRME

For the six months ended 30 June 2018 B Z —Z— FNA=+HI-NEA

11. TRADE AND BILLS RECEIVABLES (continued)

An aging analysis of the Group’s trade and bills
receivables, net of allowance for doubtful debts as at the
end of the reporting period, based on the invoice dates,

Notes to the Condensed Consolidated Financial Statements

1. BEWE SRR RERRE @)
R2RHA  AEFEYEDERK
MR NG R BB RO RBEES
BB HERE DT T -

is as follows:
30 June 31 December
2018 2017
—E-N\F —E—+F
ARA=+H +tZH=+—H
RMB’000 RMB'000
ARBT T ARBTFT
(unaudited) (audited)
(REEXK) (Fegrz)
Within 3 months 3E A A 21,586 19,703
4 to 6 months 4Z61E A 380 786
7 to 12 months 721218 H 634 6,405
Over 1 year SV - 2,912
22,600 29,806
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B8R A & B 3% 3R R B &

For the six months ended 30 June 2018 EZ —Z— NFNA=+HILNEA

12. ASSETS CLASSIFIED AS HELD FOR SALE

On 10 October 2017, the Group entered into a sales and
purchase agreement with an independent third party at
a consideration of RMB26,000,000 to dispose of certain
property, plant and equipment with land use right located
in PRC. In accordance with IFRS 5, the disposal assets
were reclassified as assets held for sale. The Directors
consider the completion of the disposal to be within 1
year.

The major classes of assets classified as held for sale as at
30 June 2018 and 31 December 2017 are as follows:

2. 7ERBAGENEE

RZE—+F+A+H AEEHE—
HBUE=FEINEEHHE  URE
AER#26,000,000c HEDE - HE
REARMR P 2 b Ao
RIEBIPR I SRS 2ERIZE55  HEE
EEN EARRERENEE-ES
REHERBR—FANTHK °

R_ZE-NEXNA=1AR-_E—+
FH+-_A=Z+—ANBABEFEN
BEXEHENMOT

RMB’000

AR®T T

Property, plant and equipment ME R E MR E 44,318
Prepaid land lease payments At 4926
Impairment loss BEEE (23,244)
26,000

The Group has pledged the land use right with a net
carrying amount of approximately RMB4,926,000 (31
December 2017: RMB4,926,000) to secure general
banking facilities granted to the Group.

AEBEEBFEAFENARE
4,926,000c( = & — £ F + = A
=+—H: AR%4,926,0007T)8
HE AREIEAAREBEER —MRIIRITHR
BHER -

HERE —T-N\FHREHEE
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13. TRADE AND BILLS PAYABLES

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

13.

Notes to the Condensed Consolidated Financial Statements

GRS M B RRME

For the six months ended 30 June 2018 B Z —Z— FNA=+HI-NEA

BNESERARERAERE
REFBMF FEEENEHELR
FEN R IR I B RIS MBE R AT
mF -

30 June 31 December

2018 2017

—E-N\F —T—tF

AA=+H tZA=+—H

RMB’000 RMB'000

ARET R ARBTT

(unaudited) (audited)

(REEXK) (L&EZ)

Within 3 months 3MEAR 25,924 29,396
Over 3 months 3MEA M 22,017 18,605
47,941 48,001

The trade and bills payables are non-interest-bearing and
are normally settled on six months terms (31 December
2017: six months). The bills payables of RMB14,280,000
(31 December 2017: RMB7,090,000) were secured by the
Group’s pledged deposits amounting to RMB4,284,000
as at 30 June 2018 (31 December 2017: RMB2,127,000).
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14. INTEREST-BEARING BANK BORROWINGS

B8R A & B 3% 3R R B &

For the six months ended 30 June 2018 EZ —Z— NFNA=+HILNEA

14. st ERITEE

30 June 31 December

2018 2017
—E-N\#F —E—tF
ANA=+RH +ZA=+—H

RMB’000 RMB"000
ARET ARBEFIT
(unaudited) (audited)

(REEEK) (B&EZ)

Secured bank loans repayable within one

o,

year 1TTEX

(a)

At 30 June 2018 and 31 December 2017, the bank
loans were denominated in Renminbi and bore
interest rates ranging from:

Six months ended 5.00% - 5.22% per annum
30 June 2018

Year ended 4.35% — 5.00% per annum
31 December 2017

At 30 June 2018, the secured bank loans of the
Group were secured by a pledge of certain of
the Group’s buildings and land use right, with
carrying amount of approximately RMB10,782,000
(31 December 2017: RMB12,415,000) and
approximately RMB32,246,000 (31 December 2017:
RMB32,611,000) respectively. In addition, the bank
loans were secured by guarantees provided by
an independent third party and a director of the
Company.

AR—FAREENEEFR

(a)

111,000 117,000

RZZE—N\EANAZ+BEEZ=Z
—+tF+=-A=+—8 ETE
FEUAARBTHE WK T &
BB RS

HE-_Z—\& HF500%
NAZFTHIE ZE522%
7~ E A

BE-_Z—tF BF435%
+=—A=+—H Z5.00%
IEFE

RZZE—N\FNA=Z+H X%
EoREEFEEEOARE
10,782,000 ( —E—+F+ =
A=+—8 : AR¥12,415,000
TIMAETEFREROARK
32,246,000t ZE—+tF +=
A=+—8: AR#¥32,611,000
L) L AREARASER
ERBITEROER LN B
BIRTTERR—BBLE= R
—BARNRIEERBER
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For the six months ended 30 June 2018 B Z —Z— FNA=+HI-NEA

15. CONVERTIBLE NOTES AND WARRANTS
Valuation of the Convertible Notes and the

Warrants

15. ATARE

=

The movements of the Convertible Notes and the

Warrants were as follows:

Notes to the Condensed Consolidated Financial Statements

BREAREE
TRREERBRERSEE

AR MR R EF T

2015 2016
Convertible  Convertible 2012
Notes Notes Warrants Total
—E-1fE —E-RF —E-CZ§
TRBEEE THRRERE RRES ok
(note a) (note a) (note b)
(Kizka) (Kiska) (F¥5Eb)
RMB'000 RMB'000 RMB'000 RMB'000
ARBETT ARETE AR®TT ARETT
Fair value at 1 January 2017 RZE—+tF—-A—H
MATE 116,894 77,930 5,067 199,891
Derecognition during the year FRRIEER - - (5,067) (5,067)
Fair value gain credited to profit or £R R BT A A TENK
loss during the year (29,892) (20,110) - (50,002)
Fair value at 31 December 2017 RZT—+F+-A=1+—H
and 1 January 2018 RZE-\F—-A—B0LQ
TE 87,002 57,820 - 144,822
Fair value loss charged to profit or AEIRIRABRINBREA L TE
loss during the Period B 3,125 1,644 - 4,769
Fair value at 30 June 2018 RZZE-NEXA=1H
MATE 90,127 59,464 - 149,591
Represented by: HATEERR:
At 30 June 2018 RZE-N\EXAZTH
Current portion nEBH 90,127 59,464 - 149,591
Non-current portion FrREEs - - - -
90,127 59,464 - 149,591
At 31 December 2017 RZE—+F+-A=+—H
Current portion mEHH 87,002 - - 87,002
Non-current portion ERBHD - 57,820 - 57,820
87,002 57,820 - 144,822
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Notes to the Condensed Consolidated Financial Statements

15. CONVERTIBLE NOTES AND WARRANTS

(continued)

Valuation of the Convertible Notes and the
Warrants (continued)

Notes:

(a)

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

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

During the period ended 30 June 2018 and year ended
31 December 2017, the Convertible Notes holder did not
convert any Convertible Notes.

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

B8R A & B 3% 3R R B &

For the six months ended 30 June 2018 EZ —Z— NFNA=+HILNEA

15. TRREBRABRER (@)

THRERERAREREEE)

GEE

(a)

FL AT EE 1057 At A B 4R B B AT A0 A
M ARFANR_ZET—RHE+=-A
T7XB#EITAELEE /110,880,000
T2 EEBEMMIREERE ([=
T-RFRABRREER]) EREH
WNFTREAEREEXARED
—HH  RAR TR ZZE—REZ
RAZHB#1TA &% /73,920,000%
TTHEEBEMMIREEE ([=
T RNFABRBRRE]) -

ZE-RFARBREBER =T X
FARBREE(RBAEITRRKRE
BHOBRTFHBEAENAIRZ-_Z—1
FoBREBER T NFa]BK
ERETASREEENHA (A
BOBPMNE=Z@AEFEA)A—
A &9 (T ] B % - A 1,000,0005% T HY
BEIL R ETRIB RN 0.8475
T (RETFBERATATFHAE)E=Z
—AFABRBREERER ZF—NFA
B BEERBRGD - RIRRE B
FHRBEREITZRONS HEER
It R B 7R A &) R 5 B Bic B fe B
THHEBEBITHNRMEEMKRODAS
RZE AL RN AR IR B R AT AR
SR EIHA B A (A R B AT R AR

eSS

HE-Z—N\FXRA=TAILHM
R-F—tF+-A=t—BILF
ERLEUE ST LN £ S
CLEVESS

THRERESMHERARTET
AMEB TR -REREREK 7
BERBEREERBAFESAR
SR ERBE ATBRRREANRF
EREZHRBPRENAE 2 FE
SHEEINEFNRERBRR VR

=7
o °©

HERE —T-N\FHREHEE
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15. CONVERTIBLE NOTES AND WARRANTS

(continued)

Valuation of the Convertible Notes and the
Warrants (continued)

Notes: (continued)

(a)

(continued)

Valuation

As at 30 June 2018 and 31 December 2017, the fair
values of the Convertible Notes were based on the
valuations performed by Ascent Partners Valuation Service

Limited (“Ascent Partners”),

an independent firm of

professionally qualified valuers and calculated using the
binomial model and the inputs into the model were as

15.

/13:_/\/? —/_Eit/\/ﬁﬁ

Notes to the Condensed Consolidated Financial Statements

GRS M B RRME

For the six months ended 30 June 2018 #Z_—Z

AR EERDRER (&)

THREREERAREREEE)

BiaE: (4&)
@  (#)
fh{E

RZB-N\FRA=TAR=-Z
—tF+ZA=+—R A]REE
BORFEDRBENFAFEEANE
BE'/AET (TXF D) PTG E Z

ﬂi%ﬁi ESe)

B AR

“EEAGE ZEANE AR

follows: TFXZDT :

30 June 31 December
2018 2017
ZE-N\F —E—LF
ARA=t+H +TZHA=+—H

2015 Convertible Notes —E-IFEUERER
Stock closing price (HK$) REWEEE (BT 0.53 0.52
Principal amount (HK$’000) e (FHET) 110,880 110,880
Coupon rate (%) ZEE AR (%) 0 0
Conversion price (HK$) B E (&) 0.84 0.84
Volatility (%) ;Ezfpé %) 71.47 84.94
Risk-free rate (% per annum) BFNE (% FF) 1.55 1.04
Expected life (years) TE Hﬁiﬁﬁ (%) 0.46 0.96
Expected dividend yield (%) T8 HA A% Bk a5 2K (%) 0 0

2016 Convertible Notes —E-RETRRERE
Stock closing price (HK$) REWAEE (BT 0.53 0.52
Principal amount (HK$'000) AeEm (FTET) 73,920 73,920
Coupon rate (%) ZEE AR (%) 0 0
Conversion price (HK$) ] E (BT) 0.84 0.84
Volatility (%) ;Bzfpé %) 65.49 79.09
Risk-free rate (% per annum) RFNE(%  FF) 1.58 1.07
Expected life (years) ?E Hﬁiﬁﬂ (%) 0.59 1.09
Expected dividend yield (%) 8 HA A% Bk a5 2K (%) 0 0
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Notes to the Condensed Consolidated Financial Statements

15. CONVERTIBLE NOTES AND WARRANTS

(continued)

Valuation of the Convertible Notes and the
Warrants (continued)

Notes: (continued)

(b)

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

The 2012 Warrants initially give the holder of the 2012
Warrants (the “Warrants Holder”) the rights to subscribe
for 62,026,431 new Shares. The initial subscription
price of the 2012 Warrants is HK$1.53 per share (the
“Subscription Price”), subject to anti-dilution adjustment
for stock dividends, stock splits, dilutive securities
issuances and other customary adjustment events from
time to time in accordance with the terms and conditions
of the 2012 Warrants.

B8R A & B 3% 3R R B &

For the six months ended 30 June 2018 EZ —Z— NFNA=+HILNEA

15. TRREBRABRER (@)

THRERERAREREEE)

BiaE: (4&)

(b)

BER-_Z——F AN B @A
Asia Equity Value Ltd ([FR8AL)
AVHRERE ([RBRE])
KRAFR—_E——FNA=-Z+—
B(IETHBDRREAZEITAR
© %8 /4176,000,000/8 7T (B AR
143,470,0007T ) &7 %1 E BB
BERUTBRER ([ ZT—Z=2F
AIMBEEE]) RZE—HF+=
A=+—H BME-_ZT——_Fa/#K
REBDARITE WIN BIBERE
Wi ARFNAREAEITRR
BE(ZT——FRREE])
ERBET T ——FrABKREE
B 1 SRR i B I A M A T AR R
62,026,431 & FTR% 17 ©

ZE-ZHERBREBVLIRT
—ZFRBEEFEA ([REEE
BB AI)ER 1] 2862,026,431
Bt —E——ERWEEN
I REEABTR1.538T ([RE
B ARBE_T—_—FRARES
BRI I T AR B AR B~ AR
EoWF - BEEFBRITREMIER
FAREHMTFAREEHZE-
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For the six months ended 30 June 2018 #[Z —

15. CONVERTIBLE NOTES AND WARRANTS

(continued)

Valuation of the Convertible Notes and the
Warrants (continued)

Notes: (continued)

(b)

Baofeng Modern

(continued)

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

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

The subscription period of the 2012 Warrants commences
from 6 months after the Issuance Date (i.e. 22 December
2012) (the "Warrants Subscription Date”), and expired on
the fifth anniversary from the Warrants Subscription Date
(i.e. 22 December 2017).

No warrants have been exercised during the year ended
31 December 2017.

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

Interim Report 2018
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Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 June 2018 EZ —Z— NFNA=+HILNEA

16. PROVISION FOR CONTINGENT 16. HANKRERE

CONSIDERATION

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

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

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

BLMT SE 10T 4t A 78 U B8 1 i 20 5
ERZE—RAF+ZA=+—8H®
FAREBREBEEIRESRSHARE
1,289,409,836 ([ WENRE]) + Kii)
N4 %873,920,00078 T (HEE R LA
R #60,590,1647T ) Z KA AT R
BTSRRI EZE ) ZHARER
WAz AT E ZEBREE
BN —_E—AF+A+IARFT 2K
Binz((WERHzDEENSE TiKM
EREBARRET EAWRE R
Mz EBHRAE -

ReREMIARATBBREZEEA
AT RIPERR - T AEE -

[FE_BEHE QT BEFENREEE
F Ry B B 48 5 Bl 72 R BB 3R &0 38
R REBREFREZERTAER
EARRERFEBRRMNBERED
REEh K ATBRERMEBEEA(KDE
FEEFEERL  BIARQRK AT
BEMNMEEA) MEREREF K
AIZRNREETRKNAEZEEFNESR
A ROEARAAEERRESLFH
BT ABREMNENIEREK MR
EEREA L RESB L E A T
BEEARBEVAZSEM B ARG
BRAERELE BFMELENLRG
EVAZE AM B A A 2GR IRECH
EEBSARIN LB FITRERE
EHFMTRE FEWBHEREN
B lUIZAE -

HERE —T-N\FHREHEE
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For the six months ended 30 June 2018 B Z —Z— FNA=+HI-NEA

16. PROVISION FOR CONTINGENT 16. HANKERE &)

56

CONSIDERATION (continued)

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

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

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

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

CONSIDERATION (continued)

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

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

If the accumulated EBITDA of the SPV during the period
under the EBITDA Sharing Mechanism is less than
RMB1,800,000,000 (for the purpose, if the SPV records a
loss in any Interim Financial Period, the EBITDA of the SPV
of that Interim Financial Period would be regarded as zero
in calculating the accumulated EBITDA), the total sharing
amount under the EBITDA Sharing Mechanism will be less
than RMB630,000,000 and the Company is not obligated
to pay the shortfall between RMB630,000,000 and 35%
of the actual accumulated EBITDA of the SPV during the
period under the EBITDA Sharing Mechanism.

Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 June 2018 EZ —Z— NFNA=+HILNEA

16.
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16. PROVISION FOR CONTINGENT

CONSIDERATION (continued)

Provision for contingent consideration as at 30 June 2018
represented the contingent cash consideration payable
to Bluestone or its nominee(s) under the EBITDA Sharing
Mechanism.

The movements of the provision for contingent
consideration were as follows:

Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 June 2018 B Z —Z— FNA=+HI-NEA

16. IARRERE &)

RZE—-N\EXNA=THNTARE
BB 1E IRIEEBITDAD FX ML I FE N B2
SERZANHIARESNKE -

IAREBEREZESHOT

30 June 31 December

2018 2017

—E-N\F —T—+F

ANAB=1+H t-—A=1—H

RMB’000 RMB’000

AR¥T AR®ETFTT

(unaudited) (audited)

(REEX) (B&EZ)

As at the beginning of the Period/year R ZNERI 4] 48,302 276,868

Amount incurred during the Period/year ZHARS E NET A & %8 - (8,678)
Fair value gain credited to profit KNERE FARIBEFTARND

or loss during the Period/year FEWZ (742) (219,888)

As at the end of the Period/year RAHRE,F R 47,560 48,302
Current portion included in deposits FFAB MRS - B RIE K&

received, other payables and accruals Bt BB 2 R85 (2,140) (1,030)

Non-current portion EMEB LS 45,420 47,272

The fair value of the provision for contingent consideration
is calculated using the discounted cash flow approach (31
December 2017: discounted cash flow approach). The
discount rate used in the approach as at 30 June 2018
was ranging from 11.91%-12.06% (31 December 2017:
12.32%-12.54%).

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

The Directors conducted a fair value assessment of the
provision for contingent consideration as at 30 June
2018, with reference to a valuation conducted by Ascent
Partners.
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Notes to the Condensed Consolidated Financial Statements

17. SHARE CAPITAL

The details of the authorised and issued share capital of

the Company are as follows:

B8R A & B 3% 3R R B &

For the six months ended 30 June 2018 EZ —Z— NFNA=+HILNEA

17. R

ARBUEERBBEITRA ZFB N

T

Number of
ordinary
shares of
US$0.01 each
SREE
0.01% T
EBERYE

Nominal value Nominal value
of ordinary of ordinary
shares shares

EEREE EERER
US$'000 RMB'000
TERL ARETL

Authorised: EE:

At 1 January 2017, 31 December ~ A-Z—+%—F—H-
2017, 1 January 2018 and 30 —E—+%+=-A
June 2018 =t-8-Z%-N\%F

—A-BRZE-N\F
~A=TH
Issued: BEfT:

At 1January 2017, 31 December ~ R-Z—+&E—F—H-
2017, 1 January 2018 and 30 el e
June 2018 =+-B-Z2-N\%

—A—BRZZ-N\F
~A=1+A

5,000,000,000

50,000 342,400

1,084,059,608

10,841 71,629
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18. SHARE OPTION SCHEME

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

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

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

An offer of the grant of share options may be accepted
within 28 days from the date of offer, upon payment
of a nominal consideration of HK$1 in total by the
grantee. The exercise period of the share options granted
is determinable by the Directors, and which shall not
exceed 10 years after the date on which the share
options are granted and accepted. The exercise of any
share option may be subject to a vesting schedule to be
determined by the Board.
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18. SHARE OPTION SCHEME (continued)

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

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

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

30 June 2018
ZE-N\EXA=1H

18. BIRERTEI(&)

BhEZTEEHESRET HELSE
ERATZEEE - ()RR ERE
24 B AR 3 P 2 W (B ¢ (DA D
REZBL B A R ER S B ERR
P 2 U 8 R iii) B0 B EE ©

BRAEY N T RE ARERRE R

BERAREREZHER

RAERRE - AR5 B8 O A1 81 (5 R 1T (8

HRE AT

31 December 2017
—E—+F+-A=1+—H

(unaudited) (audited)
(REER) (&%)
Weighted Number Weighted Number
average of share average of share
exercise price options  exercise price options
REF19 BRE nEEF Rk
TEE 4= 1118 28
HK$ HK$
BT BT
At the beginning of the Period/ RZNEfRE,/FE¥)
year 0.73 143,680,000 0.73 153,200,000
Granted during the Period/year ZAHARE,FEREH 0.54 108,300,000 - -
Forfeited during the Period/year Z<ERRS /4 AR UK 0.67  (10,800,000) 0.80 (9,520,000)
At the end of the Period/year — AZRERE/E K 0.65 241,180,000 0.73 143,680,000

108,300,000 (31 December 2017: Nil) share options
were granted and nil (31 December 2017: Nil) share
option were exercised during the Period respectively,
and 10,800,000 (31 December 2017: 9,520,000) share
options were forfeited during the Period due to cessation
of employment of the participant.

RZARHERRE - 9 Bl 108,300,0001 (==
—+F+-A=+—8: TMHERL
MED(ZE—tF+=-A=1+—8:
TH)ERERETE ALEERIEE
EEAEME LMW ERER
10,800,000 ( =& — + & + = A

=-+—H : 9,520,000 )°

UL RE

R N\FEHBEE
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18. SHARE OPTION SCHEME (continued)

The outstanding share options as at 30 June 2018 were
vested to the grantees in the following manner:

- 10,917,000 of such share options were vested on
10 December 2015 with an exercise period from 10
December 2015 to 9 December 2020.

- 19,356,000 of such share options were vested on
10 December 2016 with an exercise period from 10
December 2016 to 9 December 2020.

- 3,195,000 of such share options were vested on 10
December 2017 with an exercise period from 10
December 2017 to 9 December 2020.

- 2,556,000 of such share options will be vested on
10 December 2018 with an exercise period from 10
December 2018 to 9 December 2020.

- 2,556,000 of such share options will be vested on
10 December 2019 with an exercise period from 10
December 2019 to 9 December 2020.

— 45,660,000 of such share options were vested on
24 June 2016 with an exercise period from 24 June
2016 to 23 June 2021.

— 31,600,000 of such share options were vested on
24 June 2017 with an exercise period from 24 June
2017 to 23 June 2021.

- 2,900,000 of such share options were vested on
24 June 2018 with an exercise period from 24 June
2018 to 23 June 2021.
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18. SHARE OPTION SCHEME (continued) 18. B AERTE (&)

2,320,000 of such share options will be vested on
24 June 2019 with an exercise period from 24 June
2019 to 23 June 2021.

2,320,000 of such share options will be vested on
24 June 2020 with an exercise period from 24 June
2020 to 23 June 2021.

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

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

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

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

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

64,980,000 of such share options were vested on
19 June 2018 with an exercise period from 19 June
2018 to 18 June 2023.

43,320,000 of such share options will be vested on
19 June 2019 with an exercise period from 19 June
2019 to 18 June 2023.

% % I8 IR 7 192,320,00017 1 7
“E-NFANAZTHBEE
TEPR-E—NFAAAZTME
2T —FXAZ+=H-

ZE R #EM2,320,00009 Hﬂié
:%E_%EE/\H_‘HT_EIEI
ﬁ@%ﬁ:%:%iﬁﬂ:+m
AE-f-—4FA=-+=H-

Z 5 #E/1,425,00010 E R
—E-AE+ZAtARRE:
IERA—E—R"ETA+
AE-Z-—4%+=-A+HH-

;Aiﬁﬁﬁ B% # #91,900,0001% E E’\
—tFF+ A+ EE
ﬁﬁﬂﬂ?—%:%—tiwL:H +/‘*\
AE-_FT-—F+=-A+HA-

Mﬁﬁﬁﬂxﬁé #92,375,00017 #5 7
—NEF+ZA+~BHEE-

fﬂiﬁﬁﬁ_i NE+ZHA+R
E-F-_—F+=-A+HHB-

M#ﬁﬁﬂxﬁém 900,0001% #&
jli‘?‘fﬂ ‘?‘/\Em%’
ﬁﬁﬁﬁi%:ﬁfﬂiwL:ﬂ RV
2T —F+-_A+HH-

% & B /91,900,00017 # A
—ETF+ATBEE-
AT _TF+-_A+
Az —4+-_H+HhAAB-

ZE I ER64,980, oooﬁeb‘A
—E-N\EANATNBEES-
FHARE_T— J\E/\Hﬂmai
—E-=FXA+NH-

2 RENRRERA3,320,00015 157
“E-NFEXAETHLBERE 17
FHA-_ZT-NFEA+ILEE
—E-_=FXA+N\B-
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18. SHARE OPTION SCHEME (continued) 18. IBIRfETEI (&)
The outstanding share options as at 31 December 2017 R_E—+F+_A=+—HERTT
were vested to the grantees in the following manner: {FEEIRFEIR T A R E TR A

- 10,917,000 of such share options were vested on -
10 December 2015 with an exercise period from 10
December 2015 to 9 December 2020.

- 19,356,000 of such share options were vested on -
10 December 2016 with an exercise period from 10
December 2016 to 9 December 2020.

- 3,195,000 of such share options were vested on 10 -
December 2017 with an exercise period from 10
December 2017 to 9 December 2020.

- 2,556,000 of such share options will be vested on -
10 December 2018 with an exercise period from 10
December 2018 to 9 December 2020.

- 2,556,000 of such share options will be vested on -
10 December 2019 with an exercise period from 10
December 2019 to 9 December 2020.

- 52,140,000 of such share options were vested on —
24 June 2016 with an exercise period from 24 June
2016 to 23 June 2021.

— 35,920,000 of such share options were vested on —
24 June 2017 with an exercise period from 24 June
2017 to 23 June 2021.

- 2,900,000 of such share options were vested on —
24 June 2018 with an exercise period from 24 June
2018 to 23 June 2021.
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For the six months ended 30 June 2018 & Z —

18.

SHARE OPTION SCHEME (continued)

2,320,000 of such share options will be vested

on

24 June 2019 with an exercise period from 24 June

2019 to 23 June 2021.

2,320,000 of such share options will be vested

on

24 June 2020 with an exercise period from 24 June

2020 to 23 June 2021.

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

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

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

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

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

16
16

16
16

on
16

on
16

on
16

E-NFNA=1HIENEA

: ﬁ%ﬂi*&“l‘iﬂ(%

% % B8 IR 7 192,320,00017 7
“E-NFANAZTHBEE
TEPR-E—NFAAAZTME
2T —FXAZ+=H-

ZE R #EM2,320,00009 ?Iﬂié
:%E_%EE/\H_‘HE E|
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AE-f-—4FA=-+=H-

ZEEIRER1,425,00000 B R
—E-RET+-_A+ABEE-
TEPAEZE—ARF+_A+~
HE-_Z-_—F+_-_HA+HHB-

;A i? 88 I # #91,900,00017 E E’\
—tFF+ A+ BE
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AE-_FT-—F+=-A+HA-

uxﬂﬁﬁkﬂEMZ375mmﬁwﬁﬁ
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18. SHARE OPTION SCHEME (continued) 18. iR E(2)
The exercise prices and exercise periods of the share RE2HBARERITEABRENITE
options outstanding as at the end of the reporting period BNMITEEOT

are as follows:

30 June 2018
—E-NFAA=TH

Number of Exercise price

share options HK$ per share Exercise period

BRERE THEESRER 1T

108,300,000 0.54 19 June 2018 to 18 June 2023
—E-N\EFERAtABE-_ZE-_=F,<A+/\H

9,500,000 0.99 16 December 2016 to 15 December 2021
—E-RFt+_A+AABEE-_—F+-A+AHH

84,800,000 0.67 24 June 2016 to 23 June 2021
TE-RFEFRAAZtHWBE_E-_—9FA=-1+=H

38,580,000 0.81 10 December 2015 to 9 December 2020

—E-RETZATHREZZTF+=ZANH

31 December 2017

—+F+-A=+—H

Number of Exercise price

share options HK$ per share Exercise period

REIRES R TEESRBT 1718 8

9,500,000 0.99 16 December 2016 to 15 December 2021
—E—RXFt+-_At+RABE_ZE-—F+-A+HH

95,600,000 0.67 24 June 2016 to 23 June 2021
CE-RFERNAZTHBE - E-_—FXAZ-+=H

38,580,000 0.81 10 December 2015 to 9 December 2020
—E-RE+T-A+REZZ-_FEF+-_ANA

The fair value of the share options granted during the BHE-_T—hF+-A=1T—HIEF

year ended 31 December 2015 was HK$24,872,000 EERLBRENHNDIFES

(equivalent to RMB20,837,000) of which the Group 24,872,000/ T( B X AR %

recognised share option expenses of RMB860,000 and 20,837,00070) AR AEEREBE

RMB294,000 during the year ended 31 December 2017 T—tHF+A=+—HLEFEERR

and the Period respectively. HESNBRABERERAIARE

860,0007T &2 A R #294,0007T
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18. SHARE OPTION SCHEME (continued)

The fair values of the share options granted on 24 June
2016 and 16 December 2016 were HK$18,960,000
(equivalent to RMB16,204,000) and HK$3,924,000
(equivalent to RMB3,510,000) of which the Group
recognised share option expenses of RMB4,551,000 and
RMB464,000 during the year ended 31 December 2017
and the Period respectively.

The fair value of the share options granted on
19 June 2018 was HK$17,289,000 (equivalent to
RMB14,576,000) of which the Group recognised share
option expenses of RMB8,096,000 during the Period.

The fair value of equity-settled share options granted
during the period ended 30 June 2018 was estimated as
at the date of grant, using a binomial model, taking into
account the terms and conditions upon which the share
options were granted respectively. The following table
lists the inputs to the model used:

18. BIRERTEI(&)

RZE—RFERAAZTWHEZE
—RNEFE+ A+ NBRENERER
SEE D R A18,960,000 T (M E R
AR #16,204,0007T ) 123,924,000/
T(HRERARK3,510,0007T ) E
AREBREBEEZE-_ZE—+E+=-A
=t+—HAEFERABES B #ERE
fi% 4 B S5z A R #4,551,0007T & A R
#464,0007T °

RZZE—N\FNATNLABEHNER
N V1A 517,289,000/ (B E R
AFR#14,576,0007T ) HR AREERP
AEBERHERBREAIARK
8,096,0007T °

BE_ZT-/\FXXA=THLHHED
REm ARG ENBREQTER
AERANKREAETHEE A
7 Bl at B 3% Hh % 5 B PR O R R e {6k
1 o NRIIRE A ZR AR EUE -

Jun 2018

—E-N\FEXA

Dividend yield (%) i B U e (%) 0
Volatility (%) IR (%) 70.79
Risk-free interest rate (%) 3 fa M) (%) 2.27
Expected life of share options (year) FERRAETR AR F HA () 5
Exercise price (HK$ per share) TEE(ERET) 0.54

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

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

BREBMFHIREELHEE
EARBRRABEHENTEEN -
B HIR IR Y R AR R SRR R R ROR 2R
B BERUABERER-

SFEATERIL & KB R L ERE
R EAB AT

HERE —T-N\FHREHEE
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18.

19.

Baofeng Modern

SHARE OPTION SCHEME (continued)

During the Period, 10,800,000 (31 December 2017:
9,520,000) of forfeited share options with fair value
of approximately RMB1,781,000 (31 December 2017:
RMB2,490,000) which previously recognised in share
options reserve had been transferred to retained profits.

As at 30 June 2018, the Company had 241,180,000 (31
December 2017: 143,680,000) share options outstanding
under the Share Option Scheme, which represented
approximately 22.2% (31 December 2017: 13.3%) of
the Shares in issue as at that date. The exercise in full
of the outstanding share options would, under the
present capital structure of the Company, result in the
issue of 241,180,000 (31 December 2017: 143,680,000)
additional Shares and additional share capital and share
premium of approximately HK$18,928,000 (equivalent to
RMB15,958,000) (31 December 2017: HK$11,231,000
equivalent to RMB9,388,000) and approximately
HK$137,025,000 (equivalent to RMB115,526,000)
(31 December 2017: HK$93,476,000 equivalent to
RMB78,137,000), before issue expenses.

FAIR VALUE MEASUREMENTS OF
FINANCIAL INSTRUMENTS

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

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

Interim Report 2018
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B ESE ()
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W E RN EBRERERERNATF
B AREE1,781,0000( — 2 —+ 4
+=—A=+—H: AR#¥2,490,000
TL)EEBREREBRF

RIZE—N\FRNA=1+H TRBIRE
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Rz BEEEITRME222%(=F
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BANFIREEARERE  BETFEZSE
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19. FAIR VALUE MEASUREMENTS OF 19. €T AN A FEFESE)
FINANCIAL INSTRUMENTS (continued)
Fair value of the Group’s financial assets and NEBEREZLEMEERNFEET
financial liabilities that are measured at fair value ENELREENSREENAFEE
on a recurring basis (continued) (&)
Significant
Fair value as at Fair value unobservable Valuation technique(s)
Financial liabilities 30 June 2018 hierarchy  inputs Range and key input(s)
R=ZE-NEXA=1H EXFUEE
SREE WATE DTESH BAR gE HEFERFERAE
Convertible notes Liabilities, Level 3 Volatility 65.49%-71.47% Binomial Model
RMB149,591,000 (31 December 2017: The key inputs are set out in
79.09%-84.94%) note 15
RREE A F=Hh KR 65.49%-71.47% ZEER
AE149,591,0007 (Z5—+f TEHABHRNEIS
TZA=+-R:
79.09%-84.94%)
Provision for contingent Liabilities, Level 3 Discount rate 11.91%-12.06% Discounted Cash Flow Approach
consideration RMB47,560,000 (31 December 2017; The key inputs are set out in
12.32%-12.54%) note 16
KARERE A F=R O ERE 11.91%-12.06% ERREWE
AR®47,560,0007C (ZF—t% TEGAEERNET16
t-A=t-A:
12.32%-12.54%)
There were no transfers in or out of level 3 for the Period RAEAHEEEE - —+E+=A
and year ended 31 December 2017. =t+—HIEFE F=ZRWEE AL
B o
The Directors consider that the carrying amounts of EE=R25 NERESMBRERER
financial assets and financial liabilities recognised in the NemEELRSRHABENERMERE
condensed consolidated financial statements approximate NEERE -

their fair values.
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19. FAIR VALUE MEASUREMENTS OF
FINANCIAL INSTRUMENTS (continued)

Fair value hierarchy
As at 30 June 2018

Notes to the Condensed Consolidated Financial Statements

For the six months ended 30 June 2018 B Z —Z— FNA=+HI-NEA

19. SR T ENAFEFEE)

DNFEER
R-EB-NEXA=1+H

Level 1 Level 2 Level 3 Total
E—& ER E=8 FEbC)
RMB’000 RMB’000 RMB’000 RMB’000
ARBET T ARETR ARETR ARETR
Convertible notes Rk EE - - 149,591 149,591
Provision for KRB
contingent
consideration - - 47,560 47,560
As at 31 December 2017 R_ZE—+F+_-_H=+—H
Level 1 Level 2 Level 3 Total
E—M ER F=4 B
RMB'000 RMB'000 RMB'000 RMB'000
AREEFTT AREETFIT ARETIT ARETIT
Convertible notes EIpl e - - 144,822 144,822
Provision for AR ERE
contingent
consideration - - 48,302 48,302

Reconciliation of Level 3 fair value measurements

F=RMDVETENYHIR

Provision for

Convertible contingent
notes  consideration
TBRREE IIAKERE
RMB’000 RMB’000
AR®T AR¥TR
(note 15) (note 16)
(Ktat15) (Ktat16)

As at 31 December 2017 and 1 January 2018 R-Z—+F+_-_A=+—HRK
—“T-\¥—-HA—H 144,822 48,302

Fair value loss charged/(gain credited) to NEAE B IB B A FE

profit or loss during the Period BE /Gt AR A FERE) 4,769 (742)
As at 30 June 2018 R-Z—N\EXA=1H 149,591 47,560
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For the six months ended 30 June 2018 EZ —Z— NFNA=+HILNEA

20. OPERATING LEASE ARRANGEMENTS

The Group leases a production plant and premises under
operating lease arrangements. Leases for these properties
are negotiated for average terms of three months to five

21.

years.

At the end of the reporting period, the Group had total
future minimum lease payments under non-cancellable

operating leases falling due as follows:

20. KREBEHNZHE
AEBREKLBHOZRELER
B RIBHL - 2R % 0 9T BT 1R
HEA-EAERE-

REBYR  AEERETAIHEL
EHEAON T B EE R ARRREHR
SRR@EAT -

30 June 31 December

2018 2017

—E-N\F —E—tF

AA=+HA +t=—A=+—H

RMB’000 RMB’000

AR®T T ARBTT

(unaudited) (audited)

(REER) (&%)

Within one year —FNR 655 397
In the second to fifth years, inclusive E_ZhE(BREEEMSE) 370 560
1,025 957

COMMITMENTS

In addition to the operating lease commitments
detailed in note 20 above, the Group had the following
commitments at the end of the reporting period:

21. EiE
B b 3P 52 0FF 25 it 1 48 4 T8 40 7R 1R
N AN E M 2 SR IR I T ARGE

30 June 31 December
2018 2017
—E-N\fF —E—+F
AA=+H t-A=+—H
RMB’000 RMB’000
AR®T T ARBTFT
(unaudited) (audited)
(REER) (RE=R)
Contracted for capital commitment in BREARHBATIEERN

respect of investment in a subsidiary ST HE NAEE 128,171 128,171

Contracted for commitments in respect of: A#LA TIEE FE] 4)HRIE
— advertising and consultancy services —EE REARY 351 571
— construction in progress —EEITE - 149
— research and development contract —HHEEH 360 685
— property, plant and equipment o E R 6,668 7,539
7,379 8,944
HiERE —ZT—N\FHHERE
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For the six months ended 30 June 2018 B Z —Z— FNA=+HI-NEA

22. RELATED PARTY TRANSACTIONS 22. BEAERS
Compensation of key management personnel of the AEEXZEEBEABNMEHOT ¢

Group is as follows:

Six months ended 30 June
BEANA=THIAEA

2018 2017
—E-N\E —E—tF
RMB’000 RMB'000

AR¥T T AREETIT
(unaudited) (unaudited)
(REBEZR) (REEERZ)

Fees e - -
Other emoluments: Hitis -
Salaries, allowances and benefits in kind He R REMRE 964 1,011
Contributions to retirement benefits RIREAFTEIE R
schemes 15 16
979 1,027
23. APPROVAL OF THE CONDENSED 23. BRSSP BEHREKZME
CONSOLIDATED INTERIM FINANCIAL
STATEMENTS
The condensed consolidated interim financial statements R4 A R HIB SRR N T — \F
were approved and authorised for issue by the Board on NA=TBREFTSHE RIXEEM -

30 August 2018.
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