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MANAGEMENT DISCUSSION AND
ANALYSIS

The board of directors (the “Board”) of National
Investments Fund Limited (the “Company”) is
pleased to present the unaudited condensed
consolidated interim results of the Company and
its subsidiaries (collectively, the “Group”) for the
six months ended 30 June 2018 (the “Review
Period”). The unaudited condensed consolidated
interim financial statements have not been
audited by the auditors of the Company but have
been reviewed by the audit committee of the
Company (the “Audit Committee”).

BUSINESS REVIEW

The Company is an investment company and
the Group is principally engaged in investments
in a diversified portfolio of listed and unlisted
companies.

For the Review Period, the Group’s revenue
recorded a net gain of approximately
HK$8,492,000 (for the six months ended
30 June 2017 (“Last Corresponding Period”): net
gain of approximately HK$1,884,000), mainly
source from dividend income of approximately
HK$7,350,000.

For the Review Period, the loss attributable
to owners of the Company was approximately
HK$21,002,000 (Last Corresponding Period:
approximately HK$39,012,000). The loss was
primarily attributable to (i) Other operating
expenses of approximately HK$26,350,000 (Last
Corresponding Period: HK$32,261,000) and (ii)
finance costs of approximately HK$3,572,000
(Last Corresponding Period: approximately
HK$7,509,000).
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PROSPECT

In the year of 2018, the world’s economy
continues to fill with challenges and uncertainties.
Affected by the global economy (in particular the
economy of China), the financial market in Hong
Kong was confronted with numerous challenges
and uncertainties. Recently the Government of
the United States adopted trade protectionist
measures against China which may affect China’s
normal trade relations with the United States and
cause uncertainty to the global economy due to
trade war threats between the world’s two biggest
nations. China is also confronted with various
internal issues, such as its domestic debt, which
may affect its economic growth. The uncertainties
may hinder the investor’s confidence in financial
market and it is expected that the stock market
may remain volatile.

The Group will continue to implement a diversified
investment strategies and to identify suitable
investment opportunities with potential assets
appreciation that will furtherance our Company’s
investment objectives and policies and also to
generate better returns for the Group and the
shareholders of the Company. Despite the difficult
market conditions, the Group would endeavor
to bring positive returns under our investment
portfolio to the shareholders of the Company.

INTERIM DIVIDEND

The Board does not recommend the payment
of interim dividend for the Review Period (Last
Corresponding Period: Nil).
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FINANCIAL REVIEW

Liquidity and Financial Resources

The Group had cash and cash equivalents
of approximately HK$805,000 as at 30 June
2018 (31 December 2017: approximately
HK$34,794,000).

As at 30 June 2018, the Company had issued
promissory notes in the aggregate amount of
HK$110,000,000. Eleven promissory notes in
the denomination of HK$10,000,000 each were
issued to eleven independent third parties. Each
promissory note bears interest at a rate of 5% per
annum with a maturity period of seven years from
the date of issue. The net proceeds were used for
investment in securities and as general working
capital of the Group.

The net current liabilities held by the Group as
at 30 June 2018 amounted to approximately
HK$16,515,000 (31 December 2017: net current
liabilities of approximately HK$49,332,000). Save
and except the above, the Group had no other
outstanding credit facility from other financial
institution as at 30 June 2018. As all cash and
cash equivalents were maintained in Hong Kong
Dollars accounts with banks in Hong Kong,
exposure to exchange fluctuation is considered
minimal. The gearing ratio, calculated on the
basis of total debt over total equity as at 30 June
2018, was not applicable (31 December 2017:
not applicable).
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The Company has entered into a loan agreement
with Enhanced Finance Limited (“Enhanced”)
on 14 January 2016 for a loan facility in the
total amount of HK$65,000,000 (the “Enhanced
Facility”). On 20 June 2016, the Company,
Enhanced and Hansom Finance Limited
(“Hansom”) entered into a deed of assignment
(“Deed of Assignment”) whereas Enhanced, as
the assignor, assigned the outstanding principal
(i.e. HK$15,000,000) of the Enhanced Facility to
Hansom (the “Assigned Loan”).

Prior to the date of the Deed of Assignment,
the Company has entered into two respective
loan agreements with Hansom on 8 April 2016
and 16 May 2016 for loan facilities in the total
amount of HK$5,000,000 (the “First Facility”)
and HK$5,000,000 (the “Second Facility”)
respectively.

In order to extend the repayment dates, the
Company and Hansom agreed to enter into a
deed of promissory note (the “PN Deed”) on
20 June 2016 to merge the First Facility, the
Second Facility, the Assigned Loan and the
outstanding interest accrued on the Assigned
Loan into a single debt so that such merged debt
shall be payable and secured by in accordance
with the terms and conditions of the PN
Deed. Pursuant to the PN Deed, the Company
covenanted to repay the debt to Hansom on or
before 19 December 2016 with an interest at
the rate of 3% per month commencing from
20 June 2016. The Company charged its assets
by way of floating charge as well as the interest its
wholly owned subsidiaries in favour of Hansom as
security of the debt.
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Pursuant to the deed of assignment made
between Hansom and Citizens Money Lending
Corporation Limited (“Citizens”) on 19 July 2016,
Hansom assigned all its rights, title, benefits
and interest in the debt under the PN Deed to
Citizens.

On 2 January 2018, the Company completed
a rights issue and issued 1,201,130,456 new
ordinary shares of HK$0.01 each at a subscription
price of HK$0.035 each. The Company has
applied part of the net proceeds from the rights
issue to fully settle the indebtedness owed to
Citizens.

On 8 January 2018, the Company has fully settled
the loan entered with Citizens Money Lending
Corporation Limited with cash of approximately
HK$39,233,000. The Share Charges of the
Group’s wholly owned subsidiaries in favour of
Massive Shine Limited, Old Peak Limited, Eighty
Riches Limited, Union Power Holdings Limited
and Fine East Trading Limited have been released
on 8 January 2018 and the relevant registration
procedures for the release of the Share Charge
will be completed in due course.

The Company entered into a loan agreement
with Freeman Opto Money Lending Corporation
Limited amounted to HK$1,500,000 on
12 October 2017. The loan was repayable on
the date of one month from the date of loan
agreement with interest rate of 2% per month.

On 2 January 2018, the Company has fully
settled the loan entered with Freeman Opto
Money Lending Corporation Limited with cash of
approximately HK$1,580,000.
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Capital Structure and Fund Raising Activities

On 2 January 2018, the Company completed
a rights issue and issued 1,201,130,456 new
shares with par value of HK$0.01 each at a
subscription price of HK$0.035 per rights share
on the basis of two rights shares for every one
then existing share held, and the net proceeds
of the Rights Issue, after deducting the related
expense, were approximately HK$40,280,000
which were mainly used to repay the principal
amount and interests of Group’s loans including
the Citizens Money Lending Corporation Limited.
Details of the rights issue were disclosed in
the announcements of the Company dated
21 November 2017, 28 November 2017,
2 January 2018 and the prospectus of the
Company 7 December 2017.

As at 30 June 2018, the total number of
issued ordinary shares of the Company was
3,603,391,369 shares (31 December 2017:
2,402,260,913 shares).

EMPLOYEES

As at 30 June 2018, the Group had 20
employees (31 December 2017: 26 employees),
including executive directors and independent
non-executive directors. The total employment
costs incurred during the Review Period were
approximately HK$14,200,000 (31 December
2017: approximately HK$20,813,000). The
Group’s remuneration policies are in line with the
prevailing market practice and are determined
based on the performance, level of responsibility
and experience of individual employees.
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CAPITAL COMMITMENTS

As at 30 June 2018, the Group did not have any
material capital commitments (31 December
2017: Nil).

CHARGES ON THE GROUP’S ASSETS
AND CONTINGENT LIABILITIES

On 26 March 2018, the Company received a
petition from Medisun Holdings Limited (the
“Petitioner”) in the matter of the Companies
(Winding Up and Miscellaneous Provision)
Ordinance from the High Court of The Hong Kong
Special Administrative Region (the “High Court”)
that the Company may be wound up by the High
Court on the ground that the Company is unable
to pay its debts of approximately HK$7,143,000
(the “Petition”). On 29 March 2018, the Company
also received a notice from Carley Company S.A.
(the “Creditor”), a creditor of the Company, that
it intends to appear on the hearing of the Petition
and to support such Petition. Please refer to the
Company’s announcements dated 26 March
2018, 27 March 2018, 29 March 2018, 11 May
2018, 28 May 2018, 30 May 2018, 4 June 2018,
7 June 2018, 19 June 2018 and 20 August 2018
for further details of the Petition.
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As at 30 June 2018, no bank deposits
(31 December 2017: HK$2,070,000) were
pledged to a bank as the Group does not have
any trade credit facilities.

Save as disclosed above, there were no charges
over any of the Group’s assets or significant
contingent liabilities as at 30 June 2018.

FOREIGN EXCHANGE EXPOSURE

The investments of the Group were mainly
denominated in Hong Kong Dollars and Renminbi
(“RMB”). During the Review Period, transactions
and balances in RMB were not significant
and the exposure to RMB is insignificant. The
Group manages and monitors foreign exchange
exposures to ensure appropriate measures are
implemented on a timely and effective manner.
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OTHER INFORMATION

DIRECTORS’ RIGHTS TO ACQUIRE
SHARES OR DEBT SECURITIES

Save and except the disclosure made under
“Interests in Share Options” below, at no time
during the Review Period was the Company a
party to any arrangement to enable the directors
or chief executives of the Company (including
their spouses or children under 18 years of age)
to have any right to subscribe for securities of the
Company or any or its associated corporations as
defined in the Securities and Futures Ordinance
(the “SFO”) or to acquire benefits by means of
acquisition of shares in, or debentures of, he
Company or any other corporate.

DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES

As at 30 June 2018, the interests or short
positions of the directors and chief executive in
the shares, underlying shares and debentures of
the Company or any of its associated corporations
(within the meaning of Part XV of the SFO),
which were notified to the Company and The
Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) pursuant to Divisions 7 and
8 of Part XV of the SFO (including interests or
short positions which they are taken or deemed
to have under such provisions of the SFO), or
which were required, pursuant to section 352 of
the SFO, to be entered in the register referred to
therein, or which were required to be notified to
the Company and the Stock Exchange, pursuant
to the Model Code for Securities Transactions by
Directors of Listed Issuers (“Model Code”) were
as follows:
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Approximate

percentage of

Number of  the Company’s
ordinary issued share

Name of Director Capacity shares held capital

FREER WEAAACEST
BEpg &% $E RABAESL
Mr. Wong Danny F. Interest of controlled corporation/Beneficial owner 296,338,637 8.22%
TRELE RrslEE R/ EREAA

All of the above interests in the Company held by
the directors were long positions.

Notes:

(1) These represent beneficial interests in shares owned
by CCM Asia Investment Corporation, a company
incorporated in the British Virgin Islands with limited
liability and the entire issued share capital of which is
indirectly held by Mr. Wong Danny F., the Chairman
and an executive director of the Company. These
shares have been charged in favour of a secured
lender.

Save as disclosed above, none of the directors,
chief executive or their associates had any
interests and short positions in any shares,
underlying shares and debentures of the
Company or any of its associated corporations as
defined in Part XV of the SFO as recorded in the
register to be kept under section 352 of the SFO
or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code.
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INTERESTS IN SHARE OPTIONS

The Company operates a share option scheme for
Directors and employees of the Group. The share
option scheme adopted on 27 August 2007 (the
“Old Scheme”) has expired and was replaced
by a new share option scheme approved by the
shareholders of the Company on 30 June 2017
(the “Share Option Scheme”). No further option
can be granted under the Old Scheme upon
its expiration, but all options granted previously
will remain exercisable in accordance with the
terms of the Old Scheme and the relevant letters
of offers to the respective grantees. The Share
Option Scheme had a life of ten years and is due
to expire on 29 June 2027.

Pursuant to the terms and conditions of the
Share Option Scheme, the purpose of the
Share Option Scheme, in principle, is to enable
the Company to motivate participants for their
significant contributions to the growth of the
Company and to retain and maintain on-going
business relationship with such participants
whose contributions are or will be beneficial
to the long-term growth of the Company. It is
important for the Company to provide them,
where appropriate, with an additional incentive
by offering them an opportunity to obtain an
ownership interest in the Company and to reward
them for contributing to the Company’s long-term
success and prosperity. The principal terms of the
Share Option Scheme are as follows:
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(i)

(iii)

The total number of shares which may be
issued upon exercise of all options to be
granted under the Share Option Scheme
and any options to be granted under any
other scheme must not in aggregate exceed
10% of the aggregate of the shares in issue
as at the adoption date unless refreshed
by the shareholders. However, the total
number of shares which may be issued
upon exercise of all outstanding options
granted and yet to be exercised under the
Share Option Scheme and all outstanding
options granted and yet to be exercised
under any other scheme should not exceed
30% of the shares in issue from time to
time.

The total number of shares in respect of
which options may be granted to each
eligible participant in any 12-month period
must not exceed 1% of the issued share
capital of the Company for the time being.

The subscription price shall be a price
determined by the Board, but shall not
be less than the highest of (i) the closing
price of the shares as stated in the Stock
Exchange’s daily quotations on the date
of grant, which must be a business day;
(ii) the average closing price of the shares
as stated in the Stock Exchange’s daily
quotations for the five business days
immediately preceding the date of grant;
and (iii) the nominal value of the share.

(i)

(iii)
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(iv)  An option may be accepted by an eligible
participant within 28 days from the date of
offer of the option. Upon acceptance of the
option, the grantee shall pay HK$1.00 to
the Company by way of consideration for
the grant of the option.

(v)  The Share Option Scheme will remain valid
for a period of ten years commencing on
30 June 2017.

No share option was granted, exercised or
cancelled in accordance with the terms of the
Share Option Scheme during the period.

Save as disclosed above, none of the Company’s
directors and chief executive, or their spouses or
children under the age of 18, had any rights to
subscribe for the securities of the Company, or
had exercised any such rights during the Review
Period.
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SUBSTANTIAL SHAREHOLDERS AND FERREEMALIRAIZSRZ
OTHER PERSONS’ INTERESTS IN EH
SECURITIES

As at 30 June 2018, so far as is known to the HR-_Z—N\FRA=+H RESH
directors, the following shareholders (other than — P4l  RIBILE A M E KM E
the directors and chief executive of the Company) 3361 EFE 2 B AT sl A
had interests or short positions in the shares and ~ TR (BRAQRREENRHRSITH
underlying shares of the Company as recorded in A B4M) AR R TR K A8 B A% (5
the register required to be kept under section 336 ~ R EEAEARTAA

of the SFO:

Percentage of
Number of  the Company’s
ordinary issued share

Name of shareholder Capacity shares held capital

HARAACRST
RREE/#2 5% sk BEREA RAEBEDL
CCM Asia Investment Corporation (Nofe 1) Beneficial owner 296,338,637 8.22%

CCM Asia Investment Corporation ( #7:2£1) EREBA

CCM Financial Corporation (Note 1) Corporate owner 296,338,637 8.22%
CCM Financial Corporation (#7:#1) NEBEEA
Sino Portfolio International Limited (Note 2) Security owner 296,338,637 8.22%

Sino Portfolio International Limited ( 47:22) EREZERA

Ms. Angela Chen (Note 3) Interest through controlled corporation 296,338,637 8.22%
Angela Chen& £ (#:23) BETRHEE RS

All of the above interests in the Company held by b #it i 3 A 2K & &) fr 335 & 3 # 25
shareholders were long positions. HRTE-
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Notes:

Mr. Wong Danny F., the Chairman and an executive
director of the Company, is the sole shareholder of
CCM Financial Corporation which in turn is the sole
shareholder of CCM Asia Investment Corporation.
CCM Financial Corporation and Mr. Wong Danny F.
are therefore deemed to be interested in the shares
and underlying shares of the Company held by CCM
Asia Investment Corporation under the SFO.

Sino Portfolio International Limited, a company
incorporated in the Republic of Seychelles (“Sino
Portfolio”), has a security interest in 296,338,637
shares of the Company.

Sino Portfolio is wholly-owned by Ms. Angela
Chen. Ms. Angela Chen is therefore deemed to be
interested in 296,338,637 shares of the Company
which Sino Portfolio has a security interest in under
the SFO.

Other than disclosed above, the Company has
not been notified of any other interests or short

positions in the shares and underlying shares

of the Company representing 5% or more of
the issued share capital of the Company as at
30 June 2018.

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

During the Review Period, the Company has not

purchased, sold or redeemed any of its listed

securities.
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CONNECTED TRANSACTIONS

Subscription Agreement

The Company and Premium Castle Limited
(“Premium Castle”), a company incorporated
under the laws of British Virgin Islands, entered
into a new subscription agreement the “New
Subscription Agreement”), pursuant to which the
Company has conditionally agreed to subscribe
for and Premium Castle has conditionally
agreed to issue a convertible note in the
principal amount of HK$18,600,000, being the
outstanding principal amount of HK$17,000,000
under the 2011 Convertible Note and the
outstanding interest in the sum of approximately
HK$1,600,000 accrued under the 2010
Convertible Note and the 2011 Convertible Note
(collectively “Debt”), with maturity period of five
years and coupon rate of 2% (the “Subscription”).
The New Subscription Agreement constitutes a
discloseable transaction for the Company under
Chapter 14 of the Listing Rules as the applicable
percentage ratios as defined under Rule 14.06
of the Listing Rules are more than 5% but less
than 25%. The New Subscription Agreement
also constitutes a connected transaction under
Chapter 14A of the Listing Rules as the major
shareholder of Premium Castle is Mr. Wong
Danny F., the Chairman and an executive director
of the Company, Premium Castle is therefore a
connected person of the Company. Accordingly,
the New Subscription Agreement is subject to

BEXZ
FRIE I &

XA & EPremium Castle Limited
([Premium Castle | —RIRE
EEELESEEFMKZIHR
DRI RBHE ([FRER
FE) B ARRBKEEE
B M Premium Castle {E iR
ERITA4e £ F A18,600,0007%
(A= ——Fa R EEIE T
2 AEBEAR % £ 517,000,000
TR ZZE-—ZEFABRERER
T-—FARRERET 2R
R1EEF| B4 £ 491,600,000/ T
(6HEIE®B]) )zl ER"
ERHAF ZEER2E ([RIE
FIE]) AR LM AIF14.060%
FIAEZHEHBAED LEFHRO%E
K R25% iR IE iR AIE 1
B HRBHEEXARABZET
52 %2 5 ° i A Premium CastleZ
FERBEALRARAEFERNTE
ETBEIE ST A - #Premium Castle
BARRRIZBEAL MRELD
BRAE+HAE  FTREW SN E
FREIEZ S -Et TREWHRE
B EMBABTN AR RER
B RRAEZRE - RNRF 2 E
J&F #1775 = M Premium CastleZ
FERFIBEELEWR BN
REBERBREEAFE FLK

Interim Report 2018 —Z— N\Fhm#HE 19



the reporting, announcement and independent
Shareholders’ approval requirements under
the Listing Rules. Mr. Wong Danny F., who is
the Chairman and an executive director of the
Company and a major shareholder of Premium
Castle, is regarded as having a material interest
in the New Subscription Agreement and therefore
he abstained from voting at the meeting of the
Board at which the resolution approving the
New Subscription Agreement was passed and
Mr. Wong Danny F. and his associates were
required to abstain from voting on the resolution
approving the New Subscription Agreement
passed at the extraordinary general meeting of
the Company held on 25 February 2014. Details
of the Subscription were disclosed in the circular
of the Company dated 7 February 2014. The New
Subscription Agreement has been approved at the
extraordinary general meeting and was completed
on the same day.

Upon completion of the Subscription on
25 February 2014, the obligation of Premium
Castle to pay the Debt has been released and
the Debt, which was previously recorded as
current assets of the Company, was reclassified
as financial asset in the Company’s consolidated
statement of financial position.
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CONTINUING CONNECTED
TRANSACTIONS

Investment Management Agreement

The investment management agreement dated
1 November 2016 was entered into between the
Company and Avia Asset Management Limited
(‘New Investment Management Agreement”).
Under the New Investment Management
Agreement, Avia Asset Management Limited
agreed to provide investment management
services to the Company from 1 November 2016
unless and until terminated by either party by
serving not less than 6 months’ notice in writing
to the other party with a fixed management fee of
HK$55,000 per month. Pursuant to Rule 14A.08
of the Listing Rules, an investment manager is
deemed to be connected person of the Company.
The entering into of the New Investment
Management Agreement with Avia Asset
Management Limited constitutes a continuing
connected transaction for the Company
under Chapter 14A of the Listing Rules but is
exempted from the reporting, announcement and
independent shareholders’ approval requirements
under the Listing Rules.

FEBRERS

REEE
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Custodian Agreement

Commencing from 11 March 2005, the Company
appointed the Bank of Communications Trustee
Limited as its custodian for the provision of
custody services. The Bank of Communications
Trustee Limited has agreed to provide the
Company with securities services including
the safe custody and physical settlement of
the securities in the investment portfolio of the
Company, and the collection of dividends and
other entitlements in respect of such securities.
The custodian agreement between the parties (the
“Custodian Agreement”) will continue be in force
until being terminated by either the Company
or the custodian by the giving to the other party
of not less than 90 days’ notice in writing at any
time.

Pursuant to Rule 14A.08 of the Listing Rules,
a custodian shall be regarded as a connected
person of the Company. Therefore, the provision
of services by the Bank of Communications
Trustee Limited under the Custodian Agreement
constitutes continuing connected transactions for
the Company under Chapter 14A of the Listing
Rules.

The Board, including the independent
non-executive directors, is of the view that the
above continuing connected transactions have
been entered into (1) on normal commercial
terms; (2) on an arm’s length basis; and (3) in
the ordinary and usual course of business of
the Company, and that the terms of the above
continuing connected transactions were fair and
reasonable to the shareholders and the Company
as a whole.
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The Company confirms that it has received written
confirmation from its auditors confirming the
matters stated under Rule 14A.56 of the Listing
Rules.

PUBLIC FLOAT

Based on the information that is publicly available
to the Company and within the knowledge of the
directors at the date of this interim report, there
is a sufficient prescribed public float of the issued
shares of the Company under the Listing Rules.

CORPORATE GOVERNANCE PRACTICES

The Board acknowledges the importance of
corporate governance as the Board believes that
effective corporate governance practices are
fundamental to enhancing the shareholders’ value
and safeguarding interest of the shareholders.
Accordingly, the Company has adopted sound
corporate governance principles that emphasize
an effective internal control and accountability to
all shareholders of the Company.

The Company had complied with all applicable
provisions of the Corporate Governance Code as
set out in Appendix 14 (the “CG Code”) to the
Listing Rules during the Review Period, save for
the deviation from Code Provision E.1.2, which is
explained in more details below.
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According to Code Provision E.1.2 of the CG
Code, the chairman of the board should attend
the annual general meeting. Mr. Wong Danny F.,
the chairman of the Board, was not able to attend
the annual general meeting of the Company held
on 20 June 2018 due to an important business
meeting which was pre-scheduled for the same
date.

Under the code provision A.2.1, the roles of
Chairman and chief executive should be separate
and should not be performed by the same
individual. Mr. Feng Wen has been resigned
as the Chief Executive Officer of the Company
(“CEQ”) on 27 June 2018. Whilst the Company
is in the course of identifying suitable candidate
for this position, Mr. Wong Danny F., an executive
director and chairman of the Company, will
temporarily assume such duties. The Board is of
the view that such arrangement will provide strong
and consistent leadership for the development of
the Group during this transitional period and does
not constitute a deviation from the CG Code.

The Company periodically reviews its corporate
governance practices to ensure that the Company
meets the requirements of the CG Code.

CHANGES IN THE COMPOSITION OF THE
BOARD AND THE SENIOR MANAGEMENT

During the Review Period, the Board approved
the following changes to the composition of the
Board and the senior management:

Mr. Feng Wen has been resigned as the CEO of
the Company on 27 June 2018.
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COMPLIANCE WITH MODEL CODE

The Company has adopted the Model Code as
set out in Appendix 10 to the Listing Rules as its
own code of conduct for dealing in securities by
the directors. Based on specific enquiry with the
directors, all directors confirmed that they had
complied with the required standards as set out
in the Model Code throughout the Review Period.

AUDIT COMMITTEE

The audit committee of the Company comprising
three independent non-executive directors,
together with the management of the Company,
have reviewed the Group’s unaudited interim
financial statements for the Review Period
including the accounting principles and practices
adopted by the Group and discussed auditing,
internal control and financial reporting matters.

EVENTS AFTER THE END OF THE
REPORTING PERIOD

On 26 March 2018, the Company received a
petition (the “Petition”) from Medisun Holdings
Limited issued from the High Court of the Hong
Kong Special Administrative Region (the “High
Court”) that the Company may be wound up by
the High Court on the ground that the Company
is unable to pay its debts of approximately
HK$7,143,000. On 29 March 2018, the Company
also received a notice from Carley Company
S.A., a creditor of the Company, that it intends
to appear on the hearing of the Petition and to
support such Petition.
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On 20 August 2018, the High Court adjourned
the hearing of the Petition to 8 October 2018.

Please refer to the Company’s announcements
dated 26 March 2018, 27 March 2018, 29 March
2018, 11 May 2018, 28 May 2018, 30 May 2018,
4 June 2018, 7 June 2018, 19 June 2018 and
20 August 2018 for further details of the Petition.

APPRECIATION

On behalf of the Board, | would like to express
my sincere gratitude to our shareholders and
business partners for their unfailing support. |
would also like to thank our management and
staff for their dedication and hard work.

On behalf of the Board
Wong Danny F.

Chairman

Hong Kong, 31 August 2018
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CONDENSED CONSOLIDATED

STATEMENT OF FINANCIAL

RS M BRR K

POSITION
As at 30 June 2018 RZFE—-NF~NA=1H
As at As at
30 June 31 December
2018 2017
R=ZE-NE RZT—+tF
AA=ZTR +ZA=1-H
(Unaudited) (Audited)
(RBER) (BER)
Notes HK$'000 HK$'000
hi# T FHT
ASSETS BE
Non-current assets FRBEE
Property, plant and equipment VER NG 4 934 6,432
Other tangible assets HEMEWEE 1,575 17,583
Financial assets at fair value through REMGANEERLABE
other comprehensive income Nz e HEE 5 88,930 -
Available-for-sale financial assets THEESREE 5 = 88,200
Conversion options embedded in THRRERNE 2 ARE
convertible notes 6 - 7
91,439 112,222
Current assets RBEE
Financial assets at fair value through REpGARSRALER
other comprehensive income Sk eREE 5 21,535 -
Available-for-sale financial assets HNELHEE 5 - 20,487
Prepayments, deposits and BENTE RER
other receivables Hit U 5,484 7428
Cash and bank balances RERRTER 805 34,794
27,824 62,709
Total assets BEAE 119,263 174,931

Interim Report 2018 —Z— N\Fhm#HsE 27



As at As at

30 June 31 December
2018 2017
RZE-NE RZT—+tF
AA=+A TZRA=t-H

(Unaudited) (Audited)
(RBER) (BER)
Notes HK$’000 HK$'000
hi# TER FEL
EQUITY B
Capital and reserves attributable to ROFERAER
owners of the Company BRARFE
Share capital kA& 7 36,034 24,023
Reserves bl (70,592) (71,466)
Total equity EHAE (34,558) (47,443)
LIABILITIES af
Current liabilities RBAE
Short-term loans RHER 14,729 6,833
Accrued charges and other payables ENFAT REMEMTE 29,610 104,649
Obligations under finance leases BERERE - 559
44,339 112,041
Non-current liabilities FRBEaRE
Promissory notes AAER 109,482 109,310
Obligations under finance leases BERERE - 1,023
109,482 110,333
Total liabilities BE4AE 153,821 222374
Total equity and liabilities EEREBLE 119,263 174,931
Net current liabilities RBAEFE (16,515) (49,332)
Total assets less current liabilities BEAERTEHAE 74,924 62,890

Approved by the Board of Directors on 31 August
2018 and signed on its behalf by:

Wong Danny F. Wu Tse Wai, Frederick
Director Director

The accompanying notes form an integral part
of these condensed consolidated financial
statements.
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CONDENSED CONSOLIDATED
STATEMENT OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE

HRGSEEREME
TH 1 £ &

INCOME
For the six months ended 30 June 2018 BEz—_ZF—-NE~NA=+HI
NEA
Six months ended 30 June
BEAA=THLAER

2018 2017
—E-N\f ZT—tfF
(Unaudited) (Unaudited)
(REER) (REER)
Notes HK$'000 HK$'000
hi# T TEL
Revenue g 8 8,492 1,884
Other income EflA 500 600

Change in fair value of conversion options TR ERNE 2 BREL
embedded in convertible notes DEEER (64) (726)
Impairment loss of other tangible assets EEVEECRBESE ®) (1,000)
Other operating expenses L4157 (26,350) (32,261)
Finance costs BEKR 10 (3,572) (7,509)
Loss before income tax BRAEHAIEER (21,002) (39,012)
Income tax expense MERREX 11 = -
Loss for the period HREE 2 (21,002) (39,012)

Interim Report 2018 —Z— N\Fhm#HE 29



Six months ended 30 June
BERB=THLAER
2018 2017
—E-N\E i
(Unaudited) (Unaudited)
(REER) (REER)

Notes HK$'000 HK$'000
hi# THx T

Other comprehensive loss, Ht2EER NRAEH

net of income tax
ltems that will not be reclassified to TEEHN B2 En B -

orofit and loss:
Net loss on revaluation of financial assets EGAkERARER

at fair value through other comprehensive B EBEEZFER

income (6,470) -
ltems that may be reclassified subsequently ~ R# 2 EFH A EZ

to profit or loss: BaxZEA:
Net loss on revaluation of MENESREEL

available-for-sale financial assets HEEEREE 5 - (4,638)
Other comprehensive loss for the period, HAEt2EERE

net of income tax NBRAEH (6,470) (4,638)
Total comprehensive loss for the period ~ HIA 2 H B4 (27,472) (43,650)
Loss for the period attributable to: EtEnES:

Owners of the Company KAAREA (21,002) (39,012)
Total comprehensive loss attributable to: FE{E 2 EETIBA%E:

Owners of the Company b ONGE 2PN (27,472) (43,650)

(restated)
(E51)

Loss per share: SRER:

Basic and diluted (HK cents) EARRES (B 14 (0.58) (1.55)
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CONDENSED CONSOLIDATED
STATEMENT OF CHANGES IN
EQUITY

For the six months ended 30 June 2018

BHRREEZSBR

Bz —E-—NFNA=ZFTHI

A
Available-for-
sale financial
Share option  assetsequity  Accumulated
Share capital ~ Share premium reserve reserve losses Total equity
(Note (i) (Note (i)
UHEESRE
Bx ROEE RREGRE ERERE 2EER EREE
(H#n) (#)
HK$000 HK$1000 HK$000 HK$ 000 HK$1000 HK$ 1000
TERL Fhn FiEn T Thn Fhn
At 1 January 2017 (Audited) RZE-t5-A-A(8%%) 21323 771,704 2193 (3518) (747,955) 43747
Loss for the period BhER - - - - (39012 (39012
Other comprehensive loss for the period BhEt2ARR - - - (4638) - (4638)
Total comprehensive loss for the period Bh2EEBLE - - - (4,638) (39,012) (43,650)
Placing kg 2,700 28920 - - - 31620
Placing expenses EERX - (948) - - - (948)
At30 June 2017 (Unaudited) RZE-tErA=1R
(K2R 24023 799,676 219 (8,156) (786,%67) 30,769
At 1 January 2018 (Audited) RZZ-N\E-A-B(LFK) 24,023 799,675 - (1,786) (869,355) (47.443)
Loss for the period BhER - - - - (21,002 (21,002
Nt loss on revaluation of financil EbEARERLAEE
assets at fair value through other EffSRARRER
comprehensive income - - - (6,470) - (6,470)
Total comprehensive income BR2ENALE
for the period - - - (6,470) (21,002) (27472)
Right issue R 12011 28346 - - - 40,357
At 30 June 2018 (Unaudited) RZF-NERA=1A
(REEH) 3,034 828,021 - (8,256) (890,357) (34558)
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Notes:

0]

(i)

(iii)

32

Share option reserve relates to share options granted
under the Company’s share option scheme and
which are reclassified to share capital and share
premium when the share options were exercised,
and to accumulated losses when the share options
were lapsed or expired.

Available-for-sale financial assets equity reserve
relates to the cumulative gains or losses arising
on the change in fair value of available-for-sale
financial assets that have been recognised in other
comprehensive income, net of amounts reclassified
to profit or loss when those financial assets are
disposed or impaired.

Exchange reserve relates to the net assets of the
Group’s associates’ foreign operations from their
functional currency to the associates’ presentation
currency.
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CONDENSED CONSOLIDATED

STATEMENT OF CASH FLOWS

FHHFEERERER

For the six months ended 30 June 2018 BE—F—NFNA=F+HIF
NEA
For the six months
ended 30 June
HEAR=THILEAAER
2018 2017
“E-0\% “EtfF
(Unaudited) (Unaudited)
(REEH) (REER)
HK$’000 HK$'000
T FEL
Net cash outflow from operating activities E&€£¥zREHHTE (29,753) (32,877)
Cash flows from investing activities REZB RERE
Purchase of property, plant and equipment BENE BFEREHE - (2,731)
Proceeds from disposal of property, LENE BERRBEAERE
plant and equipment 1,407 -
Praceeds from disposal of other tangibles assets L& E AT EE < MIEFE 16,000 -
Net cash inflow/(outflow) from REZH AR/ (Fd) 38
investing activities 17,407 (2,731)
Cash flows from financing activities RETH HERE
Proceeds from placing REREHNE - 31,620
Placing expenses RERY - (948)
Rights issue expenses HBRRE (22) -
Proceeds from obligations under finance leases  REEME &ML 2 g8 - 2,081
Repayments for obligations under finance leases BB R EHEAL (1,629) (229)
Proceeds from short-term loans REEHZMEHE 8,874 -
Repayments for short-term loans EREHER (28,716) -
Interest paid BHFE (150) -
Net cash (outflow/)inflow from REEBZzRS (F) /FAFE
financing activities (21,643) 32,524
Net decrease in cash and cash equivalents BeRALSEBERDFE (33,989) (3,084)
Cash and cash equivalents at the beginning of ~ E1#12B 4 RBLZHEEA
the period 34,794 7,401
Cash and cash equivalents at the end of HurrRe kR e5EEE
the period 805 4317
Analysis of the balances of ReRBReSEEEAR AT
cash and cash equivalents
Cash and bank balances BeRFIE 805 4317
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NOTES TO THE CONDENSED
CONSOLIDATED FINANCIAL
STATEMENTS

For the six months ended 30 June 2018

34

CORPORATE INFORMATION

The Company was incorporated on 28 June
2002 as an exempted company with limited
liability in the Cayman lIslands under the
Companies Law, Cap.22 (Law 3 of 1961, as
consolidated and revised) of the Cayman
Islands. Its substantial shareholder is
CCM Financial Corporation, a company
incorporated in the British Virgin Islands.
The shares of the Company were listed on
The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) with effect from
27 September 2002.

The principal activity of the Group
is investment in listed and unlisted

companies.

These condensed consolidated interim
financial statements have not been audited.

National Investments Fund Limited BIg%i& & &S BR A7)

ARG E M BRRME

BEx—FE—-NFNA=1THIF
SN 1EA

AFER
RARBIR_ZTZE_F A
ZtNBEREBEFREEHSEN
FEFZEBRRE(—NAR—
FE=M Li56 RIEET)
EREESFMKR L AER
RERAFB -EFXFERRAE
CCM Financial Corporation
(REBREXESTMA T
ZRAE) AREZBRH
ZETFAAZ=+EHE
EEBMERHMBERAT
([E$3ZFT]) Eme

AEBZzETZXBR/RER
EHRIEET AR

BRGA P HM B RR IR
rEZ -



BASIS OF PREPARATION AND
SIGNIFICANT ACCOUNTING
POLICIES

The unaudited condensed consolidated
interim financial statements have been
prepared in accordance with the applicable
disclosure requirements of Appendix 16 to
the Rules Governing the Listing of Securities
on the Stock Exchange (the “Listing Rules”)
and Hong Kong Accounting Standard
(the “HKAS”) 34 “Interim Financial
Reporting” issued by the Hong Kong
Institute of Certified Public Accountants (the
“HKICPA").

The unaudited condensed consolidated
interim financial statements are presented
in Hong Kong dollars, which is also the
functional currency of the Company. All
values are rounded to the nearest thousand
(HK$'000) except otherwise indicated.

The unaudited condensed consolidated
interim financial statements have been
prepared under the historical cost basis
except for certain financial assets and
financial liabilities that are measured at fair
value.

The unaudited condensed consolidated
interim financial statements should be
read in conjunction with the consolidated
financial statements for the year ended
31 December 2017, which has been
prepared in accordance with Hong Kong
Financial Reporting Standards (the
“HKFRSs”).

RUEBERTESTEE
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Q23457 [ BRI @& | 4
#lo

ABEZEREE T HMH
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B EBETIIEAA
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AEEZEREE TR H
WRAESE AR RS HE
ETemEEREREBER
NRBERTERIN

AREZEREE TR
WRERRBEEVBRS
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TZA=+T—BIEFEZR
BFBHRER T
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BASIS OF PREPARATION AND
SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Except for the adoption of new and revised
HKFRSs issued by the HKICPA, which
are effective for the Group’s financial
year beginning on 1 January 2018,
the significant judgement in applying
accounting policies and the key sources
of accounting estimates used in the
unaudited condensed consolidated interim
financial statements are consistent with
those applied in the preparation of the
Group’s consolidated financial statements
for the year ended 31 December 2017. The
application of the new and revised HKFRSs
did not have any material impact on how
the results and financial positions of the
Group for the current or prior accounting
periods have been prepared and presented.
Accordingly, no prior period adjustment has
been required.

The Group has not early applied the new
and revised HKFRSs that have been issued
by the HKICPA but are not yet effective.
The Group is in the process of assessing
the potential impact of these new and
revised HKFRSs upon initial application
but is not yet in a position to state whether
these new and revised HKFRSs will have a
significant impact on the Group’s results of
operations and financial position.
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APPLICATION OF NEW AND REVISED
HKFRSs

In the current period, the Group has
applied for the first time, the following new
and revised standards, amendments and
interpretations (“New HKFRSs”) issued
by the HKICPA, which are effective for
the Group’s financial year beginning on
1 January 2018.

HKFRS 9 Financial Instruments

HKFRS 15 Revenue from Contracts
with Customers and the
related Amendments

The adoption of the revised HKFRSs has
had no significant financial effect on these
interim financial statements and there
have been no significant changes to the
accounting policies applied in these interim
Financial Statements.

Based on the Group’s financial instruments
as at 30 June 2018, the application of
HKFRS 9 in the future is not expected to
have material impact in the Group’s future
financial position and performance.

The new and amendments to HKFRSs
have been applied in accordance with
the relevant transition provisions in the
respective standards and amendments
which results in changes in accounting
policies, amounts reported and/or
disclosures as described below.

FE R 5T R AS 15 5T BB B
% % 4 2 8

WA AR - 7 % R
W T B & E AR
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B — E1BIth 2 B 5 5 A
2T RS AR A R
RRE (3580 B 0s
#8]) -
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B 75 95 5% T B R T IROR
ES-PR-TR
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A=tHZzZz®BMIEAE AZ
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MBEARRRKRREREANE
@
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APPLICATION OF NEW AND REVISED
HKFRSs (Continued)

@

Impacts and changes in
accounting policies of application
of HKFRS 9 “Financial
Instruments”

In the current period, the Group
has applied HKFRS 9 Financial
Instruments and the
consequential amendments to other
HKFRSs. HKFRS 9 introduces new
requirements for 1) the classification

related

and measurement of financial
assets and financial liabilities, 2)
expected credit losses (“ECL") for
financial assets and 3) general hedge
accounting.

The Group has applied HKFRS 9
in accordance with the transition
provisions set out in HKFRS 9
i.e. applied the classification
and measurement requirements
(including impairment) retrospectively
to instruments that have not been
derecognised as at 1 January 2018
(date of initial application) with the
cumulative effect of initial application
recognised at the date of initial
application and has not applied the
requirements to instruments that
have already been derecognised as at
1 January 2018.
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3. APPLICATION OF NEW AND REVISED
HKFRSs (Continued)

@

Impacts and changes in
accounting policies of application
of HKFRS 9 “Financial
Instruments” (Continued)

Accordingly, certain comparative
information may not be comparable
as comparative information was
prepared under HKAS 39 Financial
Instruments: Recognition and

Measurement.

Key changes in accounting policies
resulting from application of HKFRS
9

Classification and measurement

Trade receivables arising from
contracts with customers are initially
measured in accordance with HKFRS
15.

All recognised financial assets that
are within the scope of HKFRS 9 are
subsequently measured at amortised
cost or fair value, including unquoted
equity investments measured at cost
less impairment under HKAS 39.
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3. APPLICATION OF NEW AND REVISED
HKFRSs (Continued)

@

Impacts and changes in
accounting policies of application
of HKFRS 9 “Financial
Instruments” (Continued)

Key changes in accounting policies
resulting from application of HKFRS 9
(Continued)

Classification and measurement
(Continued)

Debt instruments that meet the
following conditions are subsequently
measured at fair value through other
comprehensive income (“FVTOCI"):

the financial asset is held
within a business model whose
objective is achieved by both
collecting contractual cash
flows and selling the financial
assets; and

the contractual terms of the
financial asset give rise on
specified dates to cash flows
that are solely payments of
principal and interest on the
principal amount outstanding.
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3. APPLICATION OF NEW AND REVISED
HKFRSs (Continued)

@

Impacts and changes in
accounting policies of application
of HKFRS 9 “Financial
Instruments” (Continued)

Key changes in accounting policies
resulting from application of HKFRS 9
(Continued)

Classification and measurement
(Continued)

All other financial assets are
subsequently measured at fair value
through profit or loss (“FVTPL"),
except that at the date of initial
application/initial recognition
of a financial asset the Group
may irrevocably elect to present
subsequent changes in fair value
of an equity investment in other
comprehensive income (“OCI”) if that
equity investment is neither held for
trading nor contingent consideration
recognised by an acquirer in a
business combination to which
HKFRS 3 Business Combinations
applies.

In addition, the Group may
irrevocably designate a debt
investment that meets the FVTOCI
criteria if doing so eliminates or
significantly reduces an accounting
mismatch.
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APPLICATION OF NEW AND REVISED
HKFRSs (Continued)

@

Impacts and changes in
accounting policies of application
of HKFRS 9 “Financial
Instruments” (Continued)

Key changes in accounting policies
resulting from application of HKFRS 9
(Continued)

Classification and measurement
(Continued)

Debt instruments classified as at
FVTOCI

Subsequent changes in the carrying
amounts for debt instruments
classified as at FVTOCI as a result
of interest income calculated using
the effective interest method are
recognized in profit or loss. All other
changes in the carrying amount
of these debt instruments are
recognised in OCl and accumulated
under the heading of revaluation
reserve. Impairment allowance
are recognised in profit or loss
with corresponding adjustment to
OCI without reducing the carrying
amounts of these debt instruments.
The amounts that are recognised
in profit or loss are the same as
the amounts that would have been
recognised in profit or loss if these
debt instruments had been measured
at amortised cost. When these debt
instruments are derecognised, the
cumulative gains or losses previously
recognised in other comprehensive
income are reclassified to profit or
loss.
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3. APPLICATION OF NEW AND REVISED
HKFRSs (Continued)

@

Impacts and changes in
accounting policies of application
of HKFRS 9 “Financial
Instruments” (Continued)

Key changes in accounting policies
resulting from application of HKFRS 9
(Continued)

Classification and measurement
(Continued)

Financial assets at FVTPL

Financial assets that do not meet
the criteria for being measured
at amortised cost or FVTOCI or
designated as FVTOCI are measured
at FVTPL.

Financial assets at FVTPL are
measured at fair value at the end of
each reporting period, with any fair
value gains or losses recognised in
profit or loss. The net gain or loss
recognised in profit or loss excludes
any dividend or interest earned on
the financial asset and is included in
the “revenue” line item.
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APPLICATION OF NEW AND REVISED
HKFRSs (Continued)

@

Impacts and changes in
accounting policies of application
of HKFRS 9 “Financial
Instruments” (Continued)

Key changes in accounting policies
resulting from application of HKFRS 9
(Continued)

Classification and measurement
(Continued)

Financial assets at FVTPL
(Continued)

The Group’s available-for-sale
financial assets that are not held
for trading and are currently stated
at cost less impairment. The Group
will make an irrevocable election
to present in other comprehensive
income the changes in fair value.

For other financial assets and
financial liabilities, the directors of
the Company expect to continue
recognize initially at fair value for
other financial assets which are
subsequently measured at amortised
costs. The directors of the Company
anticipate that the adoption of HKFRS
9 will not have a material impact on
the classification and measurement
of the financial assets.
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3. APPLICATION OF NEW AND REVISED
HKFRSs (Continued)

(@

Impacts and changes in
accounting policies of application
of HKFRS 9 “Financial
Instruments” (Continued)

Key changes in accounting policies
resulting from application of HKFRS 9
(Continued)

Impairment under ECL model

The Group recognises a loss
allowance for ECL on financial assets
which are subject to impairment
under HKFRS 9 (including other
receivables). The amount of ECL is
updated at each reporting date to
reflect changes in credit risk since
initial recognition.

Lifetime ECL represents the ECL
that will result from all possible
default events over the expected
life of the relevant instrument. In
contrast, 12-month ECL (“12m ECL")
represents the portion of lifetime
ECL that is expected to result from
default events that are possible
within 12 months after the reporting
date. Assessments are made based
on the Group’s historical credit loss
experience, adjusted for factors
that are specific to the debtors,
general economic conditions and
an assessment of both the current
conditions at the reporting date
as well as the forecast of future
conditions.
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APPLICATION OF NEW AND REVISED
HKFRSs (Continued)

@

Impacts and changes in
accounting policies of application
of HKFRS 9 “Financial
Instruments” (Continued)

Key changes in accounting policies
resulting from application of HKFRS 9
(Continued)

Impairment under ECL model
(Continued)

The Group always recognises lifetime
ECL for trade receivables. The ECL on
these assets are assessed individually
for debtors with significant balances
and/or collectively using a provision
matrix with appropriate groupings.

For all other instruments, the Group
measures the loss allowance equal
to 12m ECL, unless when there has
been a significant increase in credit
risk since initial recognition, the
Group recognises lifetime ECL. The
assessment of whether lifetime ECL
should be recognised is based on
significant increases in the likelihood
or risk of a default occurring since
initial recognition.
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3.

APPLICATION OF NEW AND REVISED
HKFRSs (Continued)

@

Impacts and changes in
accounting policies of application
of HKFRS 9 “Financial
Instruments” (Continued)

Key changes in accounting policies
resulting from application of HKFRS
9 (Continued)

Significant increase in credit risk

In assessing whether the credit
risk has increased significantly
since initial recognition, the Group
compares the risk of a default
occurring on the financial instrument
as at the reporting date with the
risk of a default occurring on the
financial instrument as at the date
of initial recognition. In making this
assessment, the Group considers
both quantitative and qualitative
information that is reasonable and
supportable,
experience and forward-looking
information that is available without
undue cost or effort.

including historical

For the other receivables, the Group
applies the simplified approach
permitted by HKFRSs 9, which
requires expected lifetime losses to
be recognized from initial recognition
of the receivables.
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APPLICATION OF NEW AND REVISED
HKFRSs (Continued)

@

Impacts and changes in
accounting policies of application
of HKFRS 9 “Financial
Instruments” (Continued)

Key changes in accounting policies
resulting from application of HKFRS
9 (Continued)

Measurement and recognition of ECL

The measurement of ECL is a
function of the probability of default,
loss given default (i.e. the magnitude
of the loss if there is a default)
and the exposure at default. The
assessment of the probability of
default and loss given default is
based on historical data adjusted by
forward-looking information.

Generally, the ECL is estimated as
the difference between all contractual
cash flows that are due to the Group
in accordance with the contract and
all the cash flows that the Group
expects to receive, discounted at the
effective interest rate determined at
initial recognition.

Interest income is calculated based
on the gross carrying amount of the
financial asset unless the financial
asset is credit impaired, in which
case interest income is calculated
based on amortised cost of the

financial asset.
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3.

APPLICATION OF NEW AND REVISED
HKFRSs (Continued)

(@

Impacts and changes in
accounting policies of application
of HKFRS 9 “Financial
Instruments” (Continued)

Key changes in accounting policies
resulting from application of HKFRS
9 (Continued)

Measurement and recognition of ECL
(Continued)

Except for investments in debt
instruments that are measured at
FVTOCI, the Group recognises an
impairment gain or loss in profit or
loss for all financial instruments by
adjusting their carrying amount,
with the exception of other
receivables where the corresponding
adjustment is recognised through
a loss allowance account. For
investments in debt instruments
that are measured at FVTOCI, the
loss allowance is recognised in OCI
and accumulated in the FVTOCI
reserve without reducing the carrying
amounts of these debt instruments.

As at 1 January 2018, the directors of
the Company reviewed and assessed
the Group’s existing financial assets
for impairment using reasonable
and supportable information that is
available without undue cost or effort
in accordance with the requirements
of HKFRS 9. The results of the
assessment and the impact thereof
are detailed as below.
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APPLICATION OF NEW AND REVISED 3.

HKFRSs (Continued)

(a) Impacts and changes in
accounting policies of application
of HKFRS 9 “Financial
Instruments” (Continued)

Summary of effects arising from initial
application of HKFRS 9

The following adjustments were
made to the consolidated statement
of financial position at the date of
initial application, 1 January 2018.
The effect of dopting HKFRS 9 is, as

P P 3T RSB AT B B B

BwEEA ()

() BREBHBREE
AZIH BT A
ZEHBEZHER
25 (5)

B 0 BB
EEREORE LY
it

REXRER BHR-Z
—NE— B - A4
B MBI R EH R
THE - RNBEYE
HBEEESRMTE

follows: N
Under HKAS 39 Reclassification ~ Re-measurement  Under HKFRS 9
Eg-pet ERABRE
0% EfiSE EfAE RERIHO%
HK$000 HK$'000 HK$'000 HK$'000
TR FiEn T Fin
Available-for-sale financial assets Mt HESFEAE 108,687 (108,687) - -
Financial assefs at fair value REfEE NS
through other comprehensive RRBEGIE
income (“FATOCI") SRAE - 108,687 - 108,687

(b) Impacts and changes in
accounting policies of application
on HKFRS 15 Revenue from
Contracts with Customers

The Group has applied HKFRS 15 for
the first time in the current interim
period. HKFRS 15 superseded HKAS
18 Revenue, HKAS 11 Construction
Contracts and the
interpretations.

related
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3. APPLICATION OF NEW AND REVISED
HKFRSs (Continued)

(b)

Impacts and changes in
accounting policies of application
on HKFRS 15 Revenue from
Contracts with Customers
(Continued)

The Group recognises revenue from
the following major sources:

° Dividend income from
investments is recognized
when the Group’s rights to
receive payment have been
established.

° Interest income from financial
assets including financial
assets at FVTPL are recognised
on a time basis, by reference to
the principal outstanding and
at the effective interest rate
applicable, which are the rates
that exactly discounts and the
estimated future cash receipts
through the expected life of the
financial assets to that asset’s
net carrying amount on initial
recognition.

° Net gain/loss on financial
assets at FVTPL is recognised
on the transaction dates when
the relevant contracts are
executed.
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APPLICATION OF NEW AND REVISED
HKFRSs (Continued)

(b)

Impacts and changes in
accounting policies of application
on HKFRS 15 Revenue from
Contracts with Customers
(Continued)

The Group has applied HKFRS 15
retrospectively with the cumulative
effect of initially applying this
Standard recognised at the date of
initial application, 1 January 2018.
Difference at the date of initial
application, if any, is recognised in
the opening accumulated losses and
comparative information has not been
restated.

Key changes in accounting policies
resulting from application of
HKFRS 15

HKFRS 15 introduces a 5-step
approach when recognising revenue:

° Step 1: Identify the contract(s)
with a customer

o Step 2: Identify the
performance obligations in the
contract

° Step 3: Determine the
transaction price
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3.

APPLICATION OF NEW AND REVISED
HKFRSs (Continued)

(b)

Impacts and changes in
accounting policies of application
on HKFRS 15 Revenue from
Contracts with Customers
(Continued)

Key changes in accounting policies
resulting from application of HKFRS
15 (Continued)

° Step 4: Allocate the transaction
price to the performance
obligations in the contract

° Step 5: Recognise revenue
when (or as) the Group satisfies
a performance obligation.

Under HKFRS 15, the Group
recognises revenue when (or as) a
performance obligation is satisfied,
i.e. when “control” of the goods or
services underlying the particular
performance obligation is transferred
to the customer.

A performance obligation represents
a good and service (or a bundle of
goods or services) that is distinct or
a series of distinct goods or services
that are substantially the same.
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APPLICATION OF NEW AND REVISED

HKFRSs (Continued)

(b)

Impacts and changes in

accounting policies of application

on HKFRS 15 Revenue from
Contracts with Customers
(Continued)

Key changes in accounting policies
resulting from application of HKFRS

15 (Continued)

Control is transferred over time and
revenue is recognised over time by
reference to the progress towards
complete satisfaction of the relevant
performance obligation if one of the

following criteria is met:

the customer simultaneously
receives and consumes the
benefits provided by the
Group's performance as the
Group performs;

the Group’s performance
creates and enhances an asset
that the customer controls as
the Group performs; or

the Group’s performance
does not create an asset
with an alternative use to the
Group and the Group has an
enforceable right to payment
for performance completed to
date.
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3.

APPLICATION OF NEW AND REVISED
HKFRSs (Continued)

(b)

Impacts and changes in
accounting policies of application
on HKFRS 15 Revenue from
Contracts with Customers
(Continued)

Key changes in accounting policies
resulting from application of HKFRS
15 (Continued)

Otherwise, revenue is recognised at
a point in time when the customer
obtains control of the distinct goods
or services.

A contract asset represents the
Group’s right to consideration in
exchange for goods or services
that the Group has transferred
to a customer that is not yet
unconditional. It is assessed for
impairment in accordance with
HKFRS 9. In contrast, a receivable
represents the Group’s unconditional
right to consideration, i.e. only the
passage of time is required before
payment of that consideration is due.

A contract liability represents the
Group’s obligation to transfer goods
or services to a customer for which
the Group has received consideration
(or an amount of consideration is
due) from the customer.
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APPLICATION OF NEW AND REVISED
HKFRSs (Continued)

(b)  Impacts and changes in
accounting policies of application
on HKFRS 15 Revenue from
Contracts with Customers
(Continued)

Key changes in accounting policies
resulting from application of HKFRS
15 (Continued)

The Group has concluded that the
initial application of HKFRS 15 does
not have significant impact on the
Group's revenue recognition.

Except as described above, the
application of amendments to
HKFRSs in the current interim period
has had no material effect on the
amounts reported and/or disclosures
set out in these condensed
consolidated financial statements.

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June
2018, the Group has not acquired property,
plant and equipment (for the six months
ended 30 June 2017: approximately
HK$2,731,000) and disposal of property,
plant and equipment at the amount of
approximately HK$2,256,000 (for the six
months ended 30 June 2017: HK$NIl).
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FINANCIAL ASSETS AT FAIR VALUE 5. REMGEVRBZRAIAE
THROUGH OTHER COMPREHENSIVE BEIR-ERMEE TH
INCOME/AVAILABLE-FOR-SALE HESRMEE
FINANCIAL ASSETS
The following is a list of financial assets LMTERZZE—NF~A
at fair value through other comprehensive “t+HZREMERE REE
income as at 30 June 2018 and available- NAEBAEIEZEHEER
for-sale financial assets as at 31 December ZEF—+tF+ZA=+—H
2017: ZAHHESRMEENK:
Financial
assets at Fair value of
Proportion of Net assets fair value  available-for-sale
share capital ~attributable to through other financial
owned the Group comprehensive assets as at
asat as at incomeasat 31 December
30 June 30 June Costof 30 June 2018 2017
2018 2018 investment (Unaudited) (Audited)
RZE-NE
AAZTEZ  RIE-tF
RZB-NE  RZB-NF REMGENE T-A=t-F
~AZtA ~BETR RAAEEGR ZARILE
Name of equity/ FERRA KEEEE ZEREE SREE
debt securities KA/ EBRS4E t ZEERE RERE (REEH) (%1%
(%) HK$'000 HK$'000 HK$'000 HK$'000
(%) FET TEn FET TAL
Equity securities issued by: AT AARTzRARS:
- Upperclass Developments - Upperclass Developments
Limited (“Upperclass”) Limited ( [Upperclass ] )
(Note (i) (i) 30 29,004 - - -
- Smart Role Limited - Smart Role Limited
(*Smart Role”) (Note (i) ([Smart Role |)
(M) 8 55,151 50,680 55,120 56,560
- Co-Lead Holdings Limited - Co-Lead Holdings Limited
(‘Co-Lead") (Note (iv) (TCo-Lead ) (Aritiin) 040 13,662 15,908 9,300 13,700
- Joint Global Limited - Joint Global Limited
(“Joint Global") (Note (1)) ([ Joint Global|)
(#i0) 0.88 1,241 16,038 600 700
- Freeopt Holdings Limited — Freeopt Holdings Limited
(*Freeopt’) (Note () ([Freeopt]) (Hitw)) 335 15,316 16,000 11,200 15,400
- Freewill Holdings Limited - Freewill Holdings Limited
(“Freewill") (Note (vi)) (TFreewill]) (Hz2(vi)) 059 14,488 15,950 5,360 1,840
- Satinu Resources Group Ltd. - Satinu Resources Group Ltd.
("Satinu”) (Note (vii)) ([Satinu J) (4752 (i) 0.45 14,465 - 7,350 -
Debt securities issued by: NTFRARRfTZERES:
- Premium Castle Limited - Premium Castle Limited
(“Premium Castle”) (TPremium Castle )
(Note (xj)) (Hrttn) NATER NATER 12,056 19,355 18457
- The American Club - The American Club
(the “American Club”) ([American Club])
(Note (x)) (Hritt) NATER NATER 1,800 2,180 2,030
110,465 108,687
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FINANCIAL ASSETS AT FAIR VALUE
THROUGH OTHER COMPREHENSIVE
INCOME/AVAILABLE-FOR-SALE
FINANCIAL ASSETS (Continued)

Notes:

(i) The unlisted equity securities and unlisted
debt securities are measured at fair value
and are classified as Level 3 fair value
measurement. The fair value of unlisted
equity securities is estimated by applying
price-to-book ratios for similar listed
companies and adjusted to reflect the specific
circumstance of the investments. The fair
value of debt element of the unlisted debt
securities is calculated based on the present
value of contractually determined stream of
future cash flows discounted at the required
yield, which was determined with reference to
the credit rating of the issuers of the unlisted
debt securities and the maturity terms.

(ii) Unlisted equity securities that do not have a
quoted market price in an active market and
the range of reasonable fair value estimates is
significant and the probabilities of the various
estimates cannot be reasonably assessed,
such unlisted equity securities are measured
at cost less any identified impairment losses
at the end of each reporting period.

National Investments Fund Limited BIg%i& & &S BR A7)

5.

REMGRSRBERAAE
BEIRzEMEE AH
HESREE (&)

wit:

()

(i)

FLEmEAZERRIFELT
BREFRAAEENE
YR EREIRARBME
B EMERAESRZ
AR EEREULT AT
ZTARE AR WAFH A
BUARBREKEZRHER
e EMEBESED
B Z AR BETIRAR
FEmHmEIEB 2 KRB
MZHWERBREFHE
HO®mEH2EFLHE
BEFBEITAZEEFR
REHIMETE -

FE WA 5 A B
mis LA EBRE AR
AREBEEZEFHHEER
R BZHMGFZ AL
EAAEME ARZZR
BRI ARAE ) 2 3%
BB ERERE -



FINANCIAL ASSETS AT FAIR VALUE
THROUGH OTHER COMPREHENSIVE
INCOME/AVAILABLE-FOR-SALE
FINANCIAL ASSETS (Continued)

Notes: (Continued)

(i)

(Continued)

On 8 April 2013, Top Onward Development
Limited, a wholly-owned subsidiary of the
Group, has entered into agreement with
Mr. Li, a shareholder of Upperclass which
incorporated under the laws of British Virgin
Islands, in relation to the acquisition of 30%
equity interest and the transfer of contractual
right to receive another receivable owed by
Upperclass. This resulted in an indirectly
held of approximately 16% equity interest in
Hua Tong International Leasing Co., Limited
(“Hua Tong”), incorporated in the People’s
Republic of China with limited liability. The
principal activities of Hua Tong are leasing.
The investment cost and other receivable
amount to HK$234 and approximately
HK$40,800,000 respectively, and the
transaction was completed on 30 December
2013. The Group is unable to exercise
significant influence over Upperclass and
Hua Tong as they do not have the power
to appoint any of its director and do not
participate in its policy-making processes.
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FINANCIAL ASSETS AT FAIR VALUE
THROUGH OTHER COMPREHENSIVE
INCOME/AVAILABLE-FOR-SALE
FINANCIAL ASSETS (Continued)

Notes: (Continued)

(iii) On 24 September 2014, Massive Shine
Limited, a wholly-owned subsidiary of the
Group, has entered into agreement with
Trillion Cheer Toprich Limited (“Trillion
Cheer”), a shareholder of Smart Role which
incorporated under the laws of British Virgin
Islands with limited liability. This result in
an indirectly held in 8% equity interest of
EW (Bd)EBMBERZAR (“Hancheng
Bazhong”), incorporated under the People’s
Republic of China with limited liability. The
principal activities of Hancheng Bazhong are
holding of the Forest Rights Certificates. The
investment cost amount to approximately
HK$59,680,000, and the transaction was
completed on 24 September 2014.

(iv) On 14 January 2016, Old Peak Limited, a
wholly-owned subsidiary of the Group, has
entered into agreement with Co-Lead which
incorporated under the laws of British Virgin
Islands with limited liability. This result in
a directly held in 0.72% equity interest of
Co-Lead. The principal activities of Co-Lead
are investment holdings. The investment cost
amount to approximately HK$15,908,000,
and the transaction was completed on
15 January 2016.
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FINANCIAL ASSETS AT FAIR VALUE
THROUGH OTHER COMPREHENSIVE
INCOME/AVAILABLE-FOR-SALE
FINANCIAL ASSETS (Continued)

Notes: (Continued)

(v)

(vi)

(vii)

On 14 January 2016, Eighty Riches Limited,
a wholly-owned subsidiary of the Group,
has entered into agreement with Joint
Global which incorporated in Republic of
the Marshall Islands with limited liability.
This result in a directly held in 0.78% equity
interest of Joint Global. The principal activities
of Joint Global are investment holdings. The
investment cost amount to approximately
HK$16,038,000, and the transaction was
completed on 15 January 2016.

On 14 January 2016, the Company has
entered into agreement with Freeopt which
incorporated in Republic of the Marshall
Islands with limited liability. This result in
a directly held in 5.06% equity interest of
Freeopt. The principal activities of Freeopt
are investment holdings. The investment cost
amount to approximately HK$16,000,000,
and the transaction was completed on
15 January 2016.

On 14 January 2016, the Company has
entered into agreement with Freewill which
incorporated in Republic of the Marshall
Islands with limited liability. This result in
a directly held in 0.54% equity interest of
Freewill. The principal activities of Freewill
are investment holdings. The investment cost
amount to approximately HK$15,950,000,
and the transaction was completed on
15 January 2016.
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N HEo L REHE
B 45 B Freewil 20.54% %
e Freewill =25
RERER - BEKAN A
15,950,000/ 7T ' MR S E

WZZE—-XRF—-A+HhHA
ST
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FINANCIAL ASSETS AT FAIR VALUE
THROUGH OTHER COMPREHENSIVE
INCOME/AVAILABLE-FOR-SALE
FINANCIAL ASSETS (Continued)

Notes: (Continued)

(vii)  On 22 June 2018, Fine East Trading Limited,
a wholly-owned subsidiary of the Group, had
received the distribution of the 1,815,405
shares of Satinu from Freewill Holdings
Limited. The principal activities of Satinu are
in integrated financial services, securities
brokerage services, money lending, securities
and other direct investments.

(ix) Premium Castle and the Group have agreed
to settle the loan receivable by entering into
a new subscription agreement (“Subscription
Agreement”) on 24 December 2013 and
subscribed a new convertible note issued by
Premium Castle (“New Premium Castle CN")
with principal amount of HK$18,600,000,
which comprise principle amount and
outstanding interest of HK$17,000,000 and
approximately HK$1,600,000 respectively
from the outstanding Premium Castle CN.
The completion of the subscription took
place on 25 February 2014. Details of the
Subscription Agreement were set out in
the Company’s announcement dated on
24 December 2013.

Initial recognition of the debt element of the
New Premium Castle CN and the conversion
options element of the New Premium Castle
CN in accordance with HKAS 39, amounting
to approximately HK$12,056,000 and
HK$6,224,000 respectively.

As at 30 June 2018, the principal
amount of the New Premium Castle CN
is HK$18,600,000 (31 December 2017:
HK$18,600,000). There was no disposal or
redemption during the six months ended
30 June 2018.

National Investments Fund Limited EIg%{% & H & B R A A
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H ' Fine East Trading
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AT RREESFLLR
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WEER-
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FINANCIAL ASSETS AT FAIR VALUE 5.
THROUGH OTHER COMPREHENSIVE
INCOME/AVAILABLE-FOR-SALE

FINANCIAL ASSETS (Continued)

Notes: (Continued)

(x) On 23 March 2015, the Company subscribed
a debenture issued by the American
Club (the “Debenture”) with a principal
amount of HK$625,000 at a consideration
of HK$1,800,000. The completion of the
subscription took place on 1 June 2015.

The following is the analysis of fair value
change of available-for-sale financial assets
for the six months ended 30 June 2018

and 2017:

REMGRSRBERAAE
BEIRzEMEE AH
HESREE (&)

Hiat: (%)

x W=-—ZFT—HHF=A
—+Z=ZB ARQBREHR
American Club3%77 2 (&1

E([EREE

) AE

£625,0008 L RE A
1,800,000 7T » R B = 18
ER-T—RFENA—H

ST

NTRBEZ-ZT-NFRZ
T—tFRA=ZTHIERHE
AAfEESRMEEZ AR

BEZFH D

Change in fair value
for the six months ended

REZETHABLAEAZ
DAEEED
30 June 30 June
2018 2017
Name of unlisted equity/ ZE-\E ZEtF
debt securities FLHRA/ BRRSEE AA=TH ~B=18H
(Unaudited) (Unaudited)
(REER) (REER)
HK$'000 HK$'000
TER FHL
Unlisted equity securities issued by: ATREETZELTRAES
- Smart Role - Smart Role (1,440) 2,000
- Co-Lead - Co-Lead (4,400) (2,800)
- Freeopt - Freeopt (4,200) (1,400)
— Freewill — Freewil 3,520 (2,600)
- Joint Global - Joint Global (100) (300)
- Satinu - Satinu 7,350 -
Unlisted debt securities issued by: AT ARBIELTERES
~ American Club - American Club 150 (30)
- Premium Castle - Premium Castle 898 1,311
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CONVERSION OPTIONS EMBEDDED
IN CONVERTIBLE NOTES

6. WHREBASZHKRE

30 June 31 December

2018 2017

—E-N\f “EtfF

ABtR 2AZt-A

(Unaudited) (Audited)

(REER) (&%)

HK$000 HK$'000

T FEL

At beginning of the period ) 7 747
Fair value change NhBEER 1] (740)
- 7

Notes: Btaz -

Conversion options embedded in convertible
notes represented the conversion option
element of the convertible notes subscribed
by the Group and are measured at fair value
using the binomial option pricing model at
initial recognition and at the end of each
reporting period. The debt element of the
convertible notes is classified as available-for-
sale financial assets.

As explained in Note 4, the Group subscribed
New Premium Castle CN during the year
ended 31 December 2014 and amount of
approximately HK$6,224,000 was recognised
as conversion option embedded in convertible
note which was measured at fair value at
initial recognition. At 30 June 2018, there was
no the carrying amount of conversion option
in New Premium Castle CN (31 December
2017: HK$7,000).
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SHARE CAPITAL 7. BX
Number of
shares Amount
RABE nE
‘000 HK$'000
T THL
Authorised: EE:
At 1 January 2017 R-E—+&—F—H 20,000,000 200,000
At 31 December 2017 (Audited), ZEtEFZA=T-H
1 January 2018 and 30 June 2018 (B&%) —E-\F-f—-H
(Unaudited) kZZ-\F:A=1H
(REER) 20,000,000 200,000
Issued and fully paid: BETRER:
1 January 2017 “Z-t45-f-H 2,132,261 21,323
Placing (Votes (i) and (i) BLE (W) R () 270,000 2,700
At 31 December 2017 (Audited) RZE—tE+ZA=F—H
and 1 January 2018 (BER)R=E-N\F
—-A-H 2,402,261 24,023
Right issue (Notes (i) ik (M i) 1,201,130 12,011
At 30 June 2018 (Unaudited) “E-N\ExA=1H
(REER) 3,603,391 36,034
Notes: et
(i) On 10 January 2017, the Company placed (i) RZZE—tF—A+H:"

160,000,000 placing shares at the placing
price of HK$0.1 per placing share. A share
premium of approximately HK$14,400,000
had credited to share premium account.
The net proceeds of approximately
HK$15,520,000 are intended to be used
for general working capital of the Group
and/or for future investments pursuant to the
investment objectives of the Company. Details
of the placing were set out in the Company’s
announcements dated 6 January 2017 and
10 January 2017.

Interim Report 2018 =&

XA 7] it 16,000,000/
RERD REEBLER
fic & A 19 0.178 7T © % 17 )%
{8 4914,400,000% 7T & &t
AR AR 5 B BR - FT 18 308
7 58 #915,520,0005% 7T #iE
REAQNRZILEBEA
EREEr —REBEES
L/ EAREE-BBEZ
HEHRALARBHA
—ET—+FE—AXARZ
T—+HF—A+HZRE
ﬁqo
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SHARE CAPITAL (Continued)
Notes: (Continued)

(i) On 7 March 2017, the Company placed
110,000,000 placing shares at the placing
price of HK$0.142 per placing share. A share
premium of approximately HK$14,520,000
had credited to share premium account.
The net proceeds of approximately
HK$15,151,000 are intended to be used
for general working capital of the Group
and/or for future investments pursuant to the
investment objectives of the Company. Details
of the placing were set out in the Company’s
announcements dated 28 February 2017
and 7 March 2017.

(iii) On 2 January 2018, the Company completed
a rights issue and issued 1,201,130,456
new shares with par value of HK$0.01
each at a subscription price of HK$0.035
per rights share on the basis of two rights
shares for every one then existing share held,
and the net proceeds of the Rights Issue,
after deducting the related expense, were
approximately HK$40,280,000 which were
mainly used to repay the principal amount
and interests of Group'’s loans including the
Citizens Money Lending Corporation Limited.
Details of the rights issue were disclosed in
the announcements of the Company dated
21 November 2017, 28 November 2017,
2 January 2018 and the prospectus of the
Company 7 December 2017.

All the shares issued during the period rank
pari passu with the existing shares in all
respects

National Investments Fund Limited BIg%i& & &S BR A7)
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(iii)

7K &) fid 5110,000,000/
REERD REBRAETR
Bt & AR 19 0. 1425 7T« P& {5
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0.035 T 2 REEET
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E0.01B T Z ¥ 1D
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REVENUE 8.

The amount of significant category of
revenue recognised during the period is as
follow:

Wy x5
RERAETZERRRESE
LN

Six months ended 30 June
BERAZTHLAER
2018 2017
“E-N\% e
(Unaudited) (Unaudited)
(REER) (REER)
HK$'000 HK$'000
FAR FEL
Net gain on financial assets at fair value ~ WEERE A2 EETIEZ
through profit or loss (‘FVTPL") (Note) & REE 2 WS (M) - 634
Bank interest income FATHEHA 3 -
Interest income from available-forsale ~ FIEHESREE 2 FIEMA
financial assets 1,139 1,004
Dividend income BRBIA 7,350 246
8,492 1,884
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REVENUE (Continued) 8.
Note:

Net gain on financial assets at FVTPL represented:

Wi (&)
Wyt

RBEREAREBIIRZ SR
BE W R

Equities and debt securities

R & &3 % %

2018 2017
—E-N\F —T—tF
(Unaudited) (Unaudited)
(RBEZ) (REEEZ)

HK$’000 HK$'000

FTER FAET

Proceeds on sales HEMBRE - 10,492

Less: Cost of sales R HERAK - (9,879)
Net realised gain on financial assets ~ HRBZERE QA BEFIEZ

at FVTPL SREEZEERNEFE - 613
Unrealised gain on financial assets RERREARBEIEL

at FVTPL ERZARERE - 21
Net gain on financial assets at FVTPL  REBRXRR DA BEIIERZ

SREEZWHFH - 634
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SEGMENT INFORMATION

The Group manages its business by both
business lines and geographical areas. In
a manner consistent with the way in which
information is reported internally to the
Board, being the chief operating decision
maker, for the purposes of resource
allocation and assessment of segment
performance, the Group has presented its
reportable segments under HKFRS 8 as
follows:

Business segment

The Group operates one segment for the
six months ended 30 June 2018 and 2017.
All of the Group’s revenue was derived
from investment income from investments
in listed securities and unlisted securities.
Accordingly, the Group does not have
separately reportable segment.

Geographical information

The Group’s major operations take place
in Hong Kong. The following table provides
an analysis of the Group’s revenue by
geographical area:

TEEHR
REBRREBRMBRE
BHERK- 2575 A EgH
TEEg (MEELEARK
EF)ED BB R AT 18
REZABwME -2 A&
EREEEMBRELAE
ST 25| 2 A 25 E 0
T

EH¥LHE

HE_T—\HFr_Z—+t
FRAZFTHLERNMEA &
SEKE—EH B - AEH
W REHRE LTE
HFRIELMBEHFZ2REWA -
o AEEIWEER A 2
WO

HEER

AEBZETEEBHFNEBK

g TRIEHRASELME
gy 2 Wa DT

Revenue by geographical area

Six months ended 30 June
REBES 2 W

BEAAZTHLAEA
2018 2017
—E-N\% ZE-tF
(Unaudited) (Unaudited)
(REER) (REER)
HK$'000 HK$'000
TERL THET
Hong Kong 5% 8,492 1,884
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SEGMENT INFORMATION (Continued) 9. DEEHR(F)
In addition, all the Group’s non-current pboN - RNEE 22 EHIERD
assets (excluding available-for-sale financial EE(TBEANHEESH
assets and conversion options embedded BAERITBBEBERNE Z2H
in convertible notes) are located in Hong BEAE ) IR B ©
Kong.
No single customer of the Group AEBXMERBHABEEE
contributed 10% or more to the Group's —RPzBERMEAEE W&
revenue for both periods. 10% 8 A £ -
FINANCE COSTS 10. Rl & B A<
Six months ended 30 June
BZEAA=THILAEA
2018 2017
—E-N\E —T+tf
(Unaudited) (Unaudited)
(RBER) (REER)
HK$'000 HK$'000
T FHL
Interest expenses on promissory notes A H EH 2 FI8H T 2,900 2,899
Interest expenses on short-term loans ~ EEIEH 2 FI B H % 672 4610
3,572 7,509
INCOME TAX EXPENSE 11. FIEHEEX

Hong Kong profits tax is calculated at
16.5% on the estimated assessable profit.
No provision of Hong Kong profits tax
has been made for the six months ended
30 June 2018 and 2017 as the Group had
no assessable profits.

National Investments Fund Limited BIg%i& & &S BR A7)
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12.

13.

LOSS FOR THE PERIOD 12.

Loss for the period has been arrived after
charging:

HAEE
HAERTIEME T &8
EHC

Six months ended 30 June
BEAAZTHLAEA
2018 2017
“E-N\f “Ttf
(Unaudited) (Unaudited)
(REEY) (REERZ)

HK$'000 HK$'000
T THT
Depreciation of property, nE BERSENE
plant and equipment 2,202 5,542
Directors’ emoluments EZHe 2217 2,442
Total staff costs, excluding directors’ BETHA(TREESEHE)
emoluments 11,983 11,197
Operating lease rental in respect of T REF EERERS
land and building 2,570 3,140
Legal and professional fee EEREZER 1,266 546
INTERIM DIVIDEND 13. RHIRE

The directors do not recommend the
payment of interim dividend for the six
months ended 30 June 2018 and 2017.

EETRARBEBE_F
—NFR-ZZE-EFRA
=tRLEREAZFHE

B o

o
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LOSS PER SHARE 14.

The calculation of basic and diluted loss
per share attributable to owners of the
Company is based on the following data:

BREE
RRaEB ANELR 2 BRE
R ESERETIRT 5 8k

Six months ended 30 June
BERAZTHLAER

2018 2017
“E-N\% ZE+E
(Unaudited) (Unaudited)
(REER) (REER)

HK$'000 HK$'000
T THL
Loss BE
Loss for the purpose of basic and FEERERREEEER
diluted loss per share FEZER (21,002) (39,012)
’000 '000
T T
(restated)
(&31)
Number of shares RAEE
Weighted average number of ordinary T ESREAREEFEERA L
shares for the purpose of basic and LERMETHH
diluted loss per share 3,596,718 2,519,357

Basic loss per share is calculated by
dividing the loss for the period attributable
to the owners of the Company over the
weighted average number of ordinary
shares in issue during the period under
review.

National Investments Fund Limited BIg%i& & &S BR A7)
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14.

15.

LOSS PER SHARE (Continued)

The weighted average of ordinary shares
for the purpose of calculating basic loss per
share for the six months ended 30 June
2017 have been adjusted for the effects of
both placing and rights issue completed
on 10 January 2017, 7 March 2017 and
2 January 2018 respectively. The rights
issue completed on 2 January 2018 has
been reflected retrospectively by restating
the weighted average number of ordinary
shares for the six ended 30 June 2017.

For the six months ended 30 June 2018
and 2017, the Company’s outstanding
share options were not included in the
calculation of diluted loss per share
because the effects of the Company’s
outstanding share options were anti-dilutive.

FAIR VALUE MEASUREMENT OF
FINANCIAL INSTRUMENTS

Fair value measurements recognised in
the condensed consolidated statement
of financial position

The following table provides an analysis of
financial instruments that are measured
subsequent to initial recognition at fair
value, grouped into Levels 1 to 3 based
on the degree to which the fair value is
observable:

- Level 1 fair value measurements are
those derived from quoted prices
(unadjusted) in active markets for
identical assets or liabilities;

14,

15.

Interim Report 2018 =&

BREE (£)

RABEBE_Z—+tF<A
=t+HIEANEANTRER
518 T 5T & 89 3% 3 AR hnAE T
HHEESRR T —LF—

A+H ZZ2—+F=A+t
E&_;—)\i—ﬂ Elru
DA Y02 AN

3*)\¢*H_Elrzﬁkﬁ’\]1,\
RELEPRER EREE
TE—EFRA=ZTRIER
BT HEBREE -

HE-_Z-\FER_ZT—+
i/\ﬂ:+aﬂi/\f.ﬂ’ﬂﬂ
TR R 2 8 AR AT 5 P
ER#sw g HAEsk

BEBERYEBARRZ
WARTTE BB EER-

ERMIACZAAREEFTE

REAEEHBHRERR
2 AR MEHE

TREHERVISEREIZA
REBEFEZEMIEAES
fr-EEAnBEITERE
BN BIE3MR:

- BIRAAEBEFED
BERREEXEBER
Jh BB TH 35 BT R OK
ERFL:
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FAIR VALUE MEASUREMENT
OF FINANCIAL INSTRUMENTS
(Continued)

Fair value measurements recognised in
the condensed consolidated statement
of financial position (Continued)

Level 2 fair value measurements are
those derived from inputs, other than
quoted prices included within Level
1, that are observable for the asset or
liability, either directly (i.e. prices) or
indirectly (i.e. derived from prices);
and

Level 3 fair value measurements
are those derived from valuation
techniques that include inputs for
the asset or liability that are not
based on observable market data
(unobservable inputs).

National Investments Fund Limited BIg%i& & &S BR A7)
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15.

FAIR VALUE MEASUREMENT

15, €RMIEBEZ D AREE

il‘l_r
(2l

OF FINANCIAL INSTRUMENTS (#&)

(Continued)

Fair value measurements recognised in RE iR E BN R ER
the condensed consolidated statement ZAREBEE (&)

of financial position (Continued)

30 June 2018 (Unaudited)

ZE-NFXRAZTHGK

BEZ)
Level 3
FIR
HK$’000
TER
Financial assets SREE
Conversion options embedded in RAREENE 2 RkE
convertible notes =
Available-for-sale financial assets AHEESRERE
Unlisted debt securities FEMERES 21,535
Unlisted equity securities FEMRAES 88,930
Total et 110,465
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FAIR VALUE MEASUREMENT
OF FINANCIAL INSTRUMENTS
(Continued)

Fair value measurements recognised in
the condensed consolidated statement
of financial position (Continued)

31 December 2017 (Audited)

EMIAZAAREE
(%)

il‘l_r
o

R B i & B Bk 5 2 A7
ZRAAEETE (&)

—FtEHtZHA=t—H
(&%)

Level 3
E3R
HK$'000
THL
Financial assets SREE
Conversion options embedded in RAREENE 2 RkE
convertible notes 7
Available-for-sale financial assets AHEESRERE
Unlisted debt securities FEMERES 20,487
Unlisted equity securities I EMRAES 88,200
Total st 108,694

There were no transfers between Levels 1
and 2 for the six months ended 30 June
2018 (for the year ended 31 December
2017: Nil).
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15.

FAIR VALUE MEASUREMENT ERMIBEZAAEHETE
OF FINANCIAL INSTRUMENTS (%)
(Continued)
Reconciliation of Level 3 fair value THEEEMRAAEEG
measurements of financial assets BZHEK
Conversion
options
Unlisted embedded in
equity  Unlisted debt convertible
securities securities notes Total
kL kLT TRREER
BxES BHRS EBRE &3t
HK$'000 HK$'000 HK$'000 HK$'000
FET FEL Fitn TiEn
At 1 January 2017 RZZE—tF
-A—H 101,000 18,132 747 119,879
Gains or losses RTFER @A
recognised in: KRB ER:
— profit or loss -BEX (13,868) 1,691 (740) (12,917)
- other comprehensive  —Ef2E M
income 1,068 664 - 1,732
At 31 December 2017 RZZE—+E+=f
(Audited) and =t-R(EER)
1 January 2018 R=F-NE—R
—H 88,200 20,487 7 108,694
Gains or losses RTFEE #RZ
recognised in: WEgER:
— profit or loss -BEX - 954 (7) 047
- other comprehensive  —Eft 2z
income 730 94 - 824
At 30 June 2018 RZZE-NEXA
(Unaudited) =10 (REEH) 83,930 21,535 - 110,465
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FAIR VALUE MEASUREMENT
OF FINANCIAL INSTRUMENTS
(Continued)

Reconciliation of Level 3 fair value
measurements of financial assets
(Continued)

The gains or losses include in the
condensed consolidated statements of profit
or loss and other comprehensive income
for the six months ended 30 June 2018
and 2017 mainly related to recognition of
interest income and change in fair value of
conversion options embedded in convertible
notes.

All of the above gains and losses included
in other comprehensive income for the
current period related to the fair value
change in unlisted equity securities and
unlisted debt securities held at the end
of the reporting period and are reported
as changes of “available-for-sale financial
assets equity reserve”.

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).
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15.

FAIR VALUE MEASUREMENT 15, 2@MIABEZAAREESTE
OF FINANCIAL INSTRUMENTS (%)
(Continued)
Reconciliation of Level 3 fair value THEEEMRAAEEG
measurements of financial assets BZHE(E)
(Continued)
Valuation
Fair value as at Fair value techniques Significant
Financial assets RTSIABZARER hierarchy ~ and keyinputs  unobservable inputs
30 June
2018 31 December 2017
g-nE S HBETREER
sHEE ABZ1H tZAZt-B  AARESR ARE EATTRENARS
1) Listed equity securities N/A N/A Level 1 Quoted bid pricesin - N/A
classified as financial an active market
assets at FVTPL (Note 6)
1) AEAREERRAL T#ER TR E18 ERTEAR TiEh
BEIIBz eREEL EAE
LalkAES (i)
2) Conversion options Conversion Conversion options ~~ Level 3 Binomial option The expected share price volatility
embedded in convertible options embedded in pricing model is 42.1% (31 December 2017:
notes classified as financial embedded in convertible notes (Note () 35.00%) with reference to 0.65-
assets at FVTPL (Nofe §) convertible issued by Premium year (31 December 2017: 1.15-
notes issued by Castle (Note (i) year) historical weekly volatilties of
Premium Castle - HK$7,000 comparable companies, a risk free rate

(Note (i) - HKSO

Interim Report 2018 — % — \Fh Hiif%

of 1.59% and a risky rate of 8.92%
(31 December 2017 a risk-free rate of
0.86% and a risky rate of 9.37%).

The fair value measurement is positively
correlated to the credit spread. As at
30 June 2018, the credit spread used
in the valuation is 7.33% (31 December
2017: 8.51%), and it is estimated that
with all other variables held constant, an
increase/decrease of 10% in the credit
spread would increase/decrease the fair
value of the option by approximately
HK$O/HKS0 (31 December 2017:
HK$200/HK$300).
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FAIR VALUE MEASUREMENT 15, TMIAEZAAREEE
OF FINANCIAL INSTRUMENTS (%)
(Continued)
Reconciliation of Level 3 fair value THEEEMRAAEEG
measurements of financial assets BEZHE(E)
(Continued)
Valuation
Fair value as at Fair value techniques Significant
Financial assets RTSIABZARER hierarchy ~ and keyinputs  unobservable inputs
30 June
2018 31 December 2017
“B-N\fF “E-tF HERERIZH
SREE ~BZtH tZA=t-A MEESR AHE EXRTBRRRAHE
2) PEANEHRRAAER  APremium Castle  diPremium Castle®  £34% ZEABETEE EHRERERQRL (Z3-tE+Z
Sl e REEL BIZTRRE T2 TARRER B (W) A=t+-R:3% 00/0/ TJW’TE
TAREENE 2 ARE BREzRRE A BRE T HEAE 20655 (25— tE T2
(Ki#s) (Hehi) - (i) ~7000%7T A=+—H:1158) 1511 ARG
0BT ZERFE159%R EARTIE892%
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15.

FAIR VALUE MEASUREMENT 15, 2@MIABEZAAREESTE
OF FINANCIAL INSTRUMENTS (%)
(Continued)
Reconciliation of Level 3 fair value THEEEMRAAEEG
measurements of financial assets BZHE(E)
(Continued)
Valuation
Fair value as at Fair value techniques Significant
Financial assets RTSIABZARER hierarchy ~ and keyinputs  unobservable inputs
30 June
2018 31 December 2017
3% S HEHSREER
sRAE ABZtA tIB=t-R AAEESE AR EARTRERANS
3) Unlisted equity securities 8% equity 8% equity investment  Level 3 Comparable sales  In assessment of the value of equity
classified as available-for- investment in in Smart Role approach investment, the valuer considered the
sale financial assets (Note 4) Smart Role (Note (7)) - (Note (x)) major assets held by the Smart Role
(Note (i)) - HK$56,560,000 Limited are the forestry. Therefore, the
HK$55,120,000 prices for each species were taken

from on-site research and interview,
official construction cost journals, local
practitioners, and forestry products
industry information in the PRC from
various websites in the public domains.
No allowances for transportation

were considered as these costs are
normally paid by the buyer. However,
the referenced prices adopted are after
allowance for the uprooting and loading.
If the prices parameters was 5% higher/
lower while all other variables were

held constant, the carrying amount

of unlisted equity securities would
increase/decrease by approximately
RMB35,000,000/RMB35,000,000

(31 December 2017: RMB35,000,000/
RMB35,000,000).

Reasonable recovery rates were applied
to allow for losses before and during
harvesting for each species at the
representation of the appointed
personnel of the Group's management.
If the recovery rates were 5% higher/
lower while all other variables were
held constant, the carrying amount
of unlisted equity securities would
increase/decrease by approximately
RMBA43,000,000/RMB43,000,000
(2017: RMB4,300,000/RMB4,300,000).
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15. FAIR VALUE MEASUREMENT 15, TMIAEZAAREEE
OF FINANCIAL INSTRUMENTS (%)
(Continued)
Reconciliation of Level 3 fair value THEEEMRAAEEG
measurements of financial assets BZHE(E)
(Continued)
Valuation
Fair value as at Fair value techniques Significant
Financial assets RTSIABZARER hierarchy ~ and keyinputs  unobservable inputs
30 June
2018 31 December 2017
“B-N\fF “E-tF HERERIZH
SREE ~BZtH tZA=t-A MEESR AHE EXRTBRRRAHE
) PEATHEESBEE,  WSmartRolez  MSmartRoez8%  £3% TERBEEE  AEREREEES GEMZASat
FETRAES (Hit4) 8%RARE RARE (it (#ritw) Role Limitedi 5 2 ¥ Z&&E A A«
() - (1)) —56,560,000 Rl ZEAREZ BENREEHE
55,120,000} ¢ AT SRAH EARERFEE B E

NATHRFRAREE REME
RITEEN - BRERER-RBE
FEA HUEZRERER AW
fRAZ2ZRENRERRERE
B mERSH LT/ TH% MFT
BEBEREHTE B FARE
FH ERSEHEN/HONAR
#35,000,0007c,/ A & %35,000,000
T(ZE—E+ZA=+-8: AR
#35,000,0007c,/ A & %35,000,000
7)o

(FRERSEEREZE I R% AR
FECERRENEE HZERN
SEARERNRE B IRERZE
Ko mBEE LT/ TH% TFA
HHBUEHTE B EHRAE
HIEEOBREN/FOOARYE
43,000,0007c,/ A %43,000,0007C
(ZZ—+&: ARE4,300,000%/ A
RI4,3000007) «
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15.

FAIR VALUE MEASUREMENT
OF FINANCIAL INSTRUMENTS
(Continued)

Reconciliation of Level 3 fair value

(2l

15, TMIAEZAAEER
(#)

EHEEFIR L AEEG

measurements of financial assets BZHE(E)
(Continued)
Valuation
Fair value as at Fair value techniques Significant
Financial assets RTSIABZARER hierarchy ~ and keyinputs  unobservable inputs
30 June
2018 31 December 2017
“E-N\F ZE-tF HERSREEH
SREE ABZ1H tZA=1-H MEEZR AEE EXTHREEALE
3) (Continued) 0.4% equity 0.49% equity Level 3 Market approach ~ The price to book ratio of the comparable
investment investment in Co- (Note (ix)) companies is considered in the
in Co-Lead Lead (Note (iv) - valuation to reflect the condition that
(Note (iv)) - HK$13,700,000 there are premium or discount on its
HK$9,300,000 stock price and its book value as at
valuation date.

Discount for lack of marketabilty,
determined by reference to the share
price of listed entities in similar
industries at 35% as at 30 June 2018
(31 December 2017: 35%). If the
discount rate was 5% higherflower while
all other variables were held constant,
the carrying amount of unlisted equity
securifies would decreasefincrease
by approximately HK$700,000
(31 December 2017: HK$1,000,000)

3) (&) HCo-LeadZ Co-LeadZ £34 TaE ) HREERTERBAAZTRE IR
0.4%RERE 049%EARE BMEERERERERREESS
(i) - (#ritin) - BERFEZER
9,300,000 7 13,700,000

JEBERRZTRRR
B35% (Z2—+F+2A

S IATT00,000% 7 (=
A=+—H:1,000000%7)
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15. FAIR VALUE MEASUREMENT 15, 2@MIABEZAAREESTE
OF FINANCIAL INSTRUMENTS (%)
(Continued)
Reconciliation of Level 3 fair value THEEEMRAAEEG
measurements of financial assets BZHE(E)
(Continued)
Valuation
Fair value as at Fair value techniques Significant
Financial assets RTSIABZARER hierarchy ~ and keyinputs  unobservable inputs
30 June
2018 31 December 2017
“E-N\F ZE-tF HERSREEH
SREE ~AETA tZBZt+-H MEEZR AEE EXTHREEALE
3) (Continued) 0.88% equity 0.88% equity Level 3 Market approach  The price to book ratio of the comparable
investment in investment in Joint (Note (ix)) companies is considered in the
Joint Global Global (Note (v)) - valuation to reflect the condition that
(Note (v)) - HK$700,000 there are premium or discount on its
HK$600,000 stock price and its book value as at
valuation date.

Discount for lack of marketabilty,
determined by reference to the share
price of listed entities in similar
industries at 35% as at 30 June 2018
(31 December 2017: 35%). If the
discount rate was 5% higherflower while
all other variables were held constant,
the carrying amount of unlisted equity
securities would decrease/increase by
approximately HK$100,000/HK$Nil
(31 December 2017: HK$100,000).

3) (&) #Joint Globalz  #oint GlobalZ E3R 5% (Hitly) BEZETERRRAZTEE UR
0.88%BAER 0.88% A& BMEERERERERREESS
& (W) - B(WZ0) - BERFEZER
600,000 7T 700,000/ 7T
FARZA -SRI
EBRERHRZ TR
H2ieAd% (25—t 124
Zt-B135%) miEE LA/
THo% MAEEMERERTE
B3 ETRAE S RESBRESD
/EIN00 0008 T/ B (=
—+F+ZA=+-H 1000008
)
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15. FAIR VALUE MEASUREMENT 15, 2@MIABEZAAREESTE
OF FINANCIAL INSTRUMENTS (%)
(Continued)
Reconciliation of Level 3 fair value THEEEMRAAEEG
measurements of financial assets BZHE(E)
(Continued)
Valuation
Fair value as at Fair value techniques Significant
Financial assets RTSIBEZALEE hierarchy ~ and keyinputs  unobservable inputs
30 June
2018 31 December 2017
“E-N\F ZE-tF HERSREEH
SREE ~AETA tZBZt+-H MEEZR AEE EXTHREEALE
3) (Continued) 3.35% equity 3.35% equity Level 3 Market approach  The price to book ratio of the comparable
investment investment in (Note (ix)) companies is considered in the
in Freeopt Freeopt (Note (1)) valuation to reflect the condition that
(Note (v)) - - HK$15,400,000 there are premium or discount on its
HK$11,200,000 stock price and its book value as at
valuation date.

Discount for lack of marketabilty,
determined by reference to the share
price of listed entities in similar
industries at 35% as at 30 June 2018
(31 December 2017: 35%). If the
discount rate was 5% higherflower while
all other variables were held constant,
the carrying amount of unlisted equity
securifies would decreasefincrease
by approximately HK$800,000/
HK$900,000 (31 December 2017:
HK$1,100,000/HK$1,200,000).

3 (&) RFreeoptz3.35%  MFreeopt335%  £3% WRE (M) REZETARBRAZTEE IR
RARE (4 RARE (K RREERSREREREAERR
) - #) - BEATEZER:
11,200,000% 7T 15,400,000
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RZE—tExA=+H 2RENUT
EEMEEZREERRZTERA
2 RAD% (Z5-+F+2A
=+-0:35%) fEE L/ T
Bo% MR FREETE 8
FETRAEF BELERRD/
# 147800,000%7T,/900,000 7T ( =
T-rE+ZB=+-10:1,100000
ETT,/1,200 00078 7C) °
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15. FAIR VALUE MEASUREMENT 15, 2@MIABEZAAREESTE
OF FINANCIAL INSTRUMENTS (%)
(Continued)
Reconciliation of Level 3 fair value THEEEMRAAEEG
measurements of financial assets BZHE(E)
(Continued)
Valuation
Fair value as at Fair value techniques Significant
Financial assets RTSIABZARER hierarchy ~ and keyinputs  unobservable inputs
30 June
2018 31 December 2017
“E-N\F ZE-tF HERSREEH
SREE ~AETA tZBZt+-H MEEZR AEE EXTHREEALE
3) (Continued) 0.59% equity 0.59% equity Level 3 Market approach ~ The price to book ratio of the comparable
investment investment in (Note (ix)) companies is considered in the
in Freewill Freewill (Note (vi)) valuation to reflect the condition that
(Note (vif)) - - HK$1,840,000 there are premium or discount on its
HK$5,360,000 stock price and its book value as at
valuation date.

Discount for lack of marketabilty,
determined by reference to the share
price of listed entities in similar
industries at 35% as at 30 June 2018
(31 December 2017: 35%). If the
discount rate was 5% higherflower while
all other variables were held constant,
the carrying amount of unlisted equity
securifies would decreasefincrease
by approximately HK$410,000/
HK$420,000 (31 December 2017:
HK$140,000)

3 (&) RFreewill2059%  RFreewil2059%  £3% WRE (M) REZETARBRAZTEE IR
RARE (4 RARE (H RREERSREREREAERR
i) - (vi)) —1,840,000 BEATEZER:
5,360,000/ 70 BT

RoB-NERAZTR 2B
FITERREERRZ TSR
2 iTER30% (28— tE+ZA
=+-B:13%) mifEE tH /T
#5% MR RERTE 8
FETRARS ERSERAD/
11494100007 7T,/420, 00057
(ZE—tEFZA=1— 140000
&)
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15. FAIR VALUE MEASUREMENT 15, 2@MIABEZAAREESTE
OF FINANCIAL INSTRUMENTS (%)
(Continued)
Reconciliation of Level 3 fair value THEEEMRAAEEG
measurements of financial assets BZHE(E)
(Continued)
Valuation
Fair value as at Fair value techniques Significant
Financial assets RTSIABZARER hierarchy ~ and keyinputs  unobservable inputs
30 June
2018 31 December 2017
“E-N\F ZE-tF HERSREEH
SREE ABZ1H tZBZt+-H MEESR ARE EXTHREEALE
3) (Continued) 0.15% equity - Level 3 Market approach ~ The price to book ratio of the comparable
investment (Note (ix)) companies is considered in the
in Satinu valuation to reflect the condition that
(Note (vii) - there are premium or discount on its
HK$7,350,000 stock price and its book value as at
valuation date.

Discount for lack of marketability,
determined by reference to the share
price of listed entities in similar
industries at 35% as at 30 June 2018
If the discount rate was 5% higher/
lower while all other variables were
held constant, the carrying amount
of unlisted equity securities would
decreasefincrease by approximately
HK$570,000/HK$560,000.

3 (&) RSatinuz0.15% - £340 ik REZETELBRAZTERE IR
RARE (Wiitt) RREERSREREREAERR
(Hritfui)) - BEATEZER:
7,350,000/ 70

RZE-NERA=+H 2RENUT
EEMEEZREERRZTERA
W2 A%, ER LT /T
#o% MAALEHRRTE 8
FETRAES 2 BELESRD/
5 11£9570,000787T, /560, 0007 7T -
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15. FAIR VALUE MEASUREMENT 15, 2@MIABEZAAREESTE
OF FINANCIAL INSTRUMENTS (%)
(Continued)
Reconciliation of Level 3 fair value THEEEMRAAEEG
measurements of financial assets BZHE(E)
(Continued)
Valuation
Fair value as at Fair value techniques Significant
Financial assets RTSIABZARER hierarchy ~ and keyinputs  unobservable inputs
30 June
2018 31 December 2017
“E-N\F ZE-tF HERSREEH
SREE ~AETA tZBZt+-H MEEZR AEE EXTHREEALE
4) Unlisted debt securities Convertible notes  Convertible notes Level 3 Amortised Risk-free rate 1.59%, a risky rate of
classified as available-for-sale  issued by issued by Premium cost method 8.92% and a coupon rate of 2%
financial assets (Note 4) Premium Castle  Castle (Note (i) - (Note (xi}) (31 December 2017: Risk free rate of
(Note (i) - HK$18,457,000 0.86%, a risky rate of 9.37% and a
HK$19,355,000 coupon rate of 2.00%).
The fair value measurement is negatively
correlated to the credit spread. As at
30 June 2018, the credit spread used
in the valuation is 7.33% (31 December
2017:8.51%), and it is estimated that
with all other variables held constant,
an increase/decrease of 10% points
in the credit spread would have
decreased/increased the fair value of
the convertible notes by approximately
HK$84,000/HK$85,000 (31 December
2017: HK$164,000/HK$166,000).
O HERTHLESHEE,  APremium Castle  HiPremium Castle 34 BHRAE ERRFIE159% ARRTE892% K
kLTEBES (M) BIZURRE Bzmks (Hrittn) REE% (ZF—tHTZA=1-
B (W) - & (W) - B:ERRF%086% AERFE
19,355,000/ 70 18,457,000 931%REEE200%) °
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FAIR VALUE MEASUREMENT 15, 2RMIAZAAEEGFE

OF FINANCIAL INSTRUMENTS (%)
(Continued)
Reconciliation of Level 3 fair value THEEEMRAAEEG
measurements of financial assets BZHE(E)
(Continued)
Valuation
Fair value as at Fair value techniques Significant
Financial assets RTSIABZARER hierarchy ~ and keyinputs  unobservable inputs
30 June
2018 31 December 2017
“E-N\F ZE-tF HERSREEH
SREE ~AETA +ZA=1-H MEEZR AEE EXTHREEALE
4) (Continued) Debenture issued  Debenture issued Level 3 Market approach ~ Market comparable ranges from HK$2.1
by the by American (Note (ix) millon to HK$2.3 million (31 December
American Club (Vote (i) 2017: HK$1.95 million to HK$2.1
Club (Note fiii)) - HK$2,030,000 million) and the individual factors
- HK$2,180,000 considered are the second hand
quotation price of American Club
Corporate (Full) Membership in Hong
Kong.
4 (8 HAmerican Club  fAmerican Club%77  £34 WHE (M)  TELEEENTF21000008 T E
BficfERR 2 23000007 (ZF—+E+=A
(B#ii) - (Hi#ii) - =1—8 1,950,000/ £ £2,100,000
2,180,000/ 70 2,030,000 1T ) mAZRERRRAESE
American Cub2 /) (%) &% 2 =F
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FAIR VALUE MEASUREMENT 15.

OF FINANCIAL INSTRUMENTS
(Continued)

Reconciliation of Level 3 fair value
measurements of financial assets
(Continued)

Notes:

(i) Smart Role is an exempted company
incorporated in British Virgin Islands with
limited liability on 7 November 2013, which is
principally engaged in investment holdings.

(ii) On 24 December 2013, the Group
subscribed New Premium Castle CN with
principal amount of HK$18,600,000. The
completion of the subscription took place on
25 February 2014.

(iii) On 23 March 2015, the Company subscribed
a debenture issued by the American Club
with consideration of HK$1,800,000. The
completion o subscription took place on
1 June 2015.

National Investments Fund Limited BIg%i& & &S BR A7)
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(i)

(iii)

Smart RoleBR —ZE —=
F+—AtHERBEX
HETMK Iz EREE
RAF FERERER
IR -

RZZTE—=F+=A
ZTHH - AEERBEAR
% %8 /18,600,0007% 7T 2
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15.

FAIR VALUE MEASUREMENT
OF FINANCIAL INSTRUMENTS
(Continued)

Reconciliation of Level 3 fair value
measurements of financial assets
(Continued)

Notes: (Continued)

(iv)

(vii)

Co-Lead is an exempted company
incorporated in British Virgin Islands with
limited liability on 22 January 2014, which is
principally engaged in investment holdings.

Joint Global is an exempted company
incorporated in Republic of the Marshall
Islands with limited liability on 14 September
2015, which is principally engaged in
investment holdings.

Freeopt is an exempted company
incorporated in Republic of the Marshall
Islands with limited liability on 22 December
2015, which is principally engaged in
investment holdings.

Freewill is an exempted company
incorporated in Republic of the Marshall
Islands with limited liability on 16 June 2014,
which is principally engaged in investment
holdings.

15, €RMIEBEZ D AREE
(%)

il‘l_r
(2l

EHEEFEIR LA EEG
BZHKE(H)

Kret: (%)

(iv)  Co-lead BHS —Z—IHF—
AZ+t-—BERBRZH
S 2 EREER
AR EBRERETR
%o

(v)  Joint GlobalBR=F—H
FNATMNBESRABRE
S MBS 2 EE3
RERAF FERER
B -

(vi) FreeoptAR—_ZT—HF
T AZt+-BESHAE
B AMBEFMK T 2
BeBERAR EEH/E
BBRAREER

(vii)  Freewill B =F —MMF X
A+ BESHEBEEH
MEEMRLZ EREH
RAR FEREHRER
BREETS -
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FAIR VALUE MEASUREMENT
OF FINANCIAL INSTRUMENTS
(Continued)

Reconciliation of Level 3 fair value
measurements of financial assets
(Continued)

Notes: (Continued)

(viii)

(ix)

Satinu is an exempted company incorporated
in British Virgin Islands with limited liability on
August 2016, which is principally engaged
in integrated financial services, securities
brokerage services, money lending, securities
and other direct investments.

The market approach determines the fair
value of the assets by reference to the
transaction prices, or valuation multiples
implicit in the transactions prices, of identical
or similar assets on the market.

Comparable sales approach is the present
market value in terms of price per unit
volume of the final product and the total
merchantable volume of each species in
the concession as basis for coming up with
the estimated value. The underlying theory
of this approach is existing market price is
dependent parameter since it reflects how
much the buyer is willing to pay and how
much the seller is willing to receive to give up
his goods and services.

National Investments Fund Limited BIg%i& & &S BR A7)
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15.

16.

FAIR VALUE MEASUREMENT
OF FINANCIAL INSTRUMENTS
(Continued)

Reconciliation of Level 3 fair value
measurements of financial assets
(Continued)

Notes: (Continued)

(xi)

(xii)

Binomial option pricing model determines the
fair value of the assets by adopting discrete
time, non-closed form model of varying price
over time of the underlying instruments.

Amortised cost method is the amount at
which the financial asset is measured at initial
recognition minus principal repayments, plus
or minus the cumulative amortisation using
the effective interest method of any difference
between that initial amount and the maturity
amount, and minus any reduction for
impairment on uncollectibility.

MATERIAL RELATED PARTY
TRANSACTIONS

Save as disclosed elsewhere in the

condensed consolidated financial
statements, for the six months ended
30 June 2018 and 2017, the Group had
entered into transactions with related
parties, which, in the opinion of the
directors, were carried out on normal
commercial terms and in the ordinary
course of the Group’s business.

15, €RMIEBEZ D AREE
(#)

il‘l_r
(2l

EHEEFRAAEEE
BZHE (&)

Kret: (%)

x) ZIHEAHEEEELRA
Bl AUAT R (MR T A (B
W 5 8 1 8 PR 2 FE A
ARABEREBFTEELA
REE

(xii)  EESHRK AR R R
R 8emEE TR
R ER B MASR =
MYIF AR HAEE L
] Z A BB SOEF
B2 RFH#H BREM
AR B MR RE
(ESCIE{D- 4

16. EXBHEALRS

GREAREMBRREM
MOAMBEEEN BE-F
—“NFRZZFT—tFNA
=TREREA AR
MEATETRS EER
REBRSTIINAEEZH
BEBBETR-BREER
PETT
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16. MATERIAL RELATED PARTY
TRANSACTIONS (Continued)

16. EXBEEALRE (£)

Six months ended 30 June
BEAA=THLAEA
2018 2017
“E-0F “TtF
(Unaudited) (Unaudited)
(REER) (REER)

HK$’000 HK$'000
T TBT
Interest income from a related party RE-GB@EALTZHEMA
(Note (2)) (M) 184 184
Rental income received from a related B MEEALZHERA
party (Note (b)) (W) 500 600

30 June 31 December
2018 2017
—E-N\f —Etf
~A=tH TZA=t+-H

(Unaudited) (Audited)
(REBER) (851%)
HK$'000 HK$'000
FET FEL
Interest receivable from a related party ~ E—ZBEA T ZH S
(Note (a) (W) 1,487 1,487

Notes: Btaz -

(@  Mr. Wong Danny F. is the director of the (a) IBBEEAARRBIZE
Company and the shareholder of Premium % K Premium Castlez fi%
Castle. Please refer to the paragraph in RoBL2HEFIOEHME
relation to “Subscription Agreement” under B IERERS] —&HF (R
the section headed “Connected Transactions” Wil — B
in Other Information on page 19.

(b)  Mr. Wong Danny F. is the director of the (b)) TEESEBARRAZE
Company and the shareholder of Beijing ERIERFHFBERAAZ
Securities Limited’s holding company. FERA R Z IR o
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16. MATERIAL RELATED PARTY 16. EXBEALTRS (&)
TRANSACTIONS (Continued)
Key management compensation FTEEEEFH

Six months ended 30 June

BEAAZTHLEAMEA

2018 2017
ZE-N\F “FtF
(Unaudited) (Unaudited)
(REER) (REER)
HK$'000 HK$'000
TERL T
Salaries and other short-term employee & R E 2B EEEF
benefits 2,201 2,426
Employer's contribution to pension BIREE 2 EEMRFT
scheme 16 16
2217 2,442
The remuneration of directors and %%&EEE@E@EXE
other members of key management are ZEMHRTHEESRS
determined by the remuneration committee AERNKRBEEMGBEE
having regard to the performance of E °

respective individual and market trends.
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17.

18.

96

COMMITMENTS

Operating lease commitments

As lessee:

As at the end of each reporting period, the
total future minimum lease payments under
non-cancellable operating leases falling due
are as follows:

17.

S

BEHERE
ERAAA

REZ2HYKR - REAATH
HREHEDMENZ K%
REREFALENAT:

At 30 June At 31 December

2018 2017

RZB-NF RIZ—+%

~A=+A TZA=+-H

(Unaudited) (Audited)

(REER) (BE%)

HK$'000 HK$'000

TERL T

Within one year —ER 3,248 11,112
In the second to fifth years, inclusive FEENE (BHEEEME) 678 4550
3,926 15,662

The Group leases office properties under
operating lease arrangement and the lease
payments are fixed and pre-determined.

APPROVAL OF INTERIM REPORT

The interim financial statements were
approved by the Board of Directors on
31 August 2018.

National Investments Fund Limited BIg%i& & &S BR A7)

18.
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