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Management Discussion and Analysis
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BUSINESS REVIEW

The Group is principally engaged in hotel operations and hotel
consultations and management services and other related businesses.
The Group is also involved in the money lending business. For the six
months ended 30 June 2019 (“the Period”), the Group has 4 leased-and-
operated hotels under operation. Revenue from hotel operations during
the Period was mainly derived from rental of hotel rooms.

HOTEL BUSINESS

During the Period, under the strategy implemented by the new
management, the Group’s financial figures have improved as a whole.
With respect to the hotel operation, for the six months period ended 30
June 2019, the revenue was HK$17,773,701, representing an increase
of approximately 42.7% as compared with revenue of HK$12,454,876
for the same period of the last financial year. As disclosed in the Group’s
announcement dated 30 April 2018, the Group successfully acquired the
resort hotels located in Huizhou (“Huizhou Hotel”) to increase the number
of available rooms and expand the size of the Group’s hotel business.
The increase in revenue was mainly attributable to the increase in revenue
brought by Huizhou Hotel which was opened in June 2018. During the
Period, Huizhou Hotel maintained its edge in the second half of 2018
with stable performance. Together with the effective marketing strategies
implemented, the revenue of the Group increases accordingly as a
whole. The Group will continue to look for investment and enhancement
opportunities, and explore the provision of various hotel accommodation
and hotel consultations and management services in Mainland China,
Hong Kong or overseas to optimize the overall hotel assets structure and
improve efficiency.

In addition, the Group dedicated itself to improving the performance
of its existing hotels. On top of continuing to implement effective sales
and marketing plans adopted since last year, including entering into
cooperation agreements with new tourism intermediaries, proactively
contacting various corporate customers and developing various programs
to increase customer loyalty, the Group commenced a comprehensive
renovation at Baoan Hotel at the end of 2018. With reference to the
experience at Nanshan Hotel, the renovation is expected to boost
the room rates, occupancy rate and revenue and thus improve the
performance of Baoan Hotel, thereby providing assurance to the
sustainable development of the Group.
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Indeed, in addition to the above two main reasons, the Group had in place
a series of operation improvement schemes during the Period such as
enhancing hotel facilities and implementing staff performance programs.
Through seeking customers’ feedback from time to time, reviewing
comments available from online travel agencies and their platforms and
actively carrying out improvement plans to increase service quality,
customers’ satisfaction and employees’ morale, the Group aimed to boost
up revenue and improve performance in all aspects.

On top of the above, the Group also initiated projects on brand building
and management during the Period, such as establishing the Brand
Department to strengthen the quality of services provided by the Group
and engaging professional teams to conduct research on the Group’s
brand, in order to strengthen the image of the Group’s hotel to the
customers and raise the opportunity for the customers to stay in the
Group’s hotel.

In addition to the frontline operation of hotels, we also took important
actions to control back office and other expenses, including reviewing
human resource efficiency and making corresponding adjustments,
maintaining cost saving measures to lower corporate expenses and
reviewing performance from time to time by comparing to financial
budgets, so as to maximize the Group’s benefits.

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

Huizhou Hotel

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

Legend Strategy International Holdings Group Company Limited
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With the commitment to the development of the Greater Bay Area
of the PRC Government, the Group looks forward to the increasing
number of guests visiting the region which will boost the performance
of Huizhou Hotel in the long run. As reported by Huizhou Airport, the
number of guests travelling to Huizhou in 2017 via Huizhou Airport was
approximately 960,000 which is 75% more than that in 2016 where the
same statistic collected in 2018 shows another strong growth of 96%
over 2017 (approximately 1,880,000 guests). In the coming years, with
the focusing effort supported by the Huizhou Government in the tourists’
areas, especially the strong promotion and development of Greater Bay
Area by the PRC Government, it is expected that the growing trend in
the number of visiting guests will sustain and develop a stronger base for
Huizhou Hotel to enhance popularity and boost performance.

Nanshan Hotel

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

The renovation completed at Nanshan Hotel in recent years does provide
a significant positive impact on the growth of hotel performance by
increasing the number of available rooms and thus providing grounds
to increase hotel room rates. However, during the Period, due to the
continuous large-scale construction work in nearby subway station, the
operation of Nanshan Hotel has been affected to a certain extent. The
occupancy rate was lowered and as a result, the revenue of Nanshan
Hotel decreased as compared with the corresponding period last year.
The Group will continue to review its marketing strategies and re-examine
the mode of cooperation and sales plans with tourism intermediaries and
corporate customers. In terms of operation, the Group will continue to
improve service quality and actively collect customers’ feedback in order
to enhance customers’ satisfaction and loyalty and thus bring greater
benefits to the Group.
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Luohu Hotel

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

During the Period, despite the small-scale renovation including the repair
of ceilings and walls and the replacement of in-room electrical appliances
and bed linens carried out in Luohu Hotel in the second quarter of 2018,
the gradually aged decoration of the interior casted certain impact
on the attractiveness of the rooms. As a result, the revenue of Luohu
Hotel decreased as compared with the corresponding period last year.
However, the prime location of Luohu Hotel itself has a wide appeal and
helps maintain a sound customer base. The Group will continue to actively
review the marketing strategies and operation schemes of the hotel and
consider to renovate the hotel at the end of this year to improve service
quality and revenue of the hotel.

Baoan Hotel

Baoan Hotel has four floors and a total GFA of approximately 1,700
sg.m., comprising 55 rooms. The hotel is located at a commercial area
in the Baoan District and adjoining the Baoan International Airport, the
Nantou custom, the Baoan Coach Terminal and the Xixiang Pier. The
Group commenced a comprehensive renovation to Baoan Hotel in the
fourth quarter of 2018 and the benefit of renovation shall begin to manifest
itself by the second half of 2019. The comprehensive renovation mainly
includes hard refurbishment (such as leasehold improvements), soft
refurbishment (such as replacement of mattresses and blankets) and
replacement of in-room electrical appliances.

The revenue of Baoan Hotel decreased during the Period due to
the comprehensive renovation carried out in the hotel. However, the
comprehensive renovation completed during this year should solve the
problems created by the aged decoration of the interior of Baoan Hotel
and thus provide support to the Group’s sales team, enhance the service
quality and boost both number of guests and revenue effectively.

Legend Strategy International Holdings Group Company Limited
Bha Bl S E A A PR A A
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FINANCIAL REVIEW

For the six months ended 30 June 2019, the Group recorded
revenue of HK$17,773,701, compared with HK$12,454,876 for the
corresponding period in the last financial year, representing an increase of
approximately 42.7%. The Group recorded a total comprehensive loss of
HK$10,751,256 for the six months ended 30 June 2019 compared with
HK$10,089,220 for the same period of the last financial year, representing
a slight increase of approximately 6.6%.

The following table shows the key information of the total of the Group’s
leased-and-operated hotels for the six months ended 30 June 2018 and
2019.

Bt %5 [0 R

BE-_Z-AENA=1THIXER K&£H
B8 U2 17,773,701 BT & HEBFEER
88212,454,876 8 T0 EFH#142.7% - KEER
BHE-_Z-NFXA=THILANEAHEL2E
E18 4258 10,751,256 8 70 » 1 L BB B EE R
HABI1 410,089,220 8 7T © R4 RIE H1476.6% °

TRENAEE2HEELLEHEEBE_F
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For six months ended 30 June
BEAA=1THILEAEA

2019 2018

—E-NEF —E-N\F

Total available room nights @a LR ERE 115,172 65,293
Occupancy rate AfFEE 55.6% 72.1%
ARR" (RMB) FHER (ARET) 251.9 2025
RevPAR* (RMB) FHEEERRA (AR T) 140.1 160.5

*

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

# RevPAR: the room revenue of all hotels divided by the total available room
nights

For the six months ended 30 June 2019, total available room nights of the
Group increased by 49,879 nights or approximately 76.4% as compared
with the last corresponding period due to the impact brought by the
opening of Huizhou Hotel in June 2018. Further, as Huizhou Hotel is a
resort hotel, the average room revenue is higher than that of other hotels.
Thus, the average room revenue of the Group increased by RMB29.4 or
approximately 13.2% as compared with the last corresponding period.
The occupancy rate of the Group decreased by 16.5% as compared with
the last corresponding period since the total available rooms of Huizhou
Hotel accounted for a large proportion of the overall available rooms of the
Group. In addition, the first half of the year is a slack season as far as a
seaside resort hotel is concerned. As a result, the overall occupancy rate
is more susceptible to seasonal impact.
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Operating Costs

The total operating costs increased by HK$3,032,305, or approximately
13.3%, from HK$22,732,252 for the last corresponding period to
HK$25,764,557 for the six months ended 30 June 2019. Depreciation of
right-of-use assets decreased by HK$766,794 or approximately 9.7% due
to the reduction of rental space resulted from the relocation of Hong Kong
office in May 2018 offset by the rental expenses of the newly acquired
Huizhou Hotel. Depreciation of property, plant and equipment decreased
by HK$508,584 or approximately 16.4% primarily due to the disposal of
property, plant and equipment in prior year. Employee benefit expenses
and utilities increased by HK$1,106,213 or approximately 15.4% and
HK$289,443 or approximately 47.3% respectively mainly attributable
to the operating costs incurred by the newly acquired Huizhou Hotel.
Other operating expenses increased by HK$2,912,027 or approximately
74.1% due to the increase in operating costs brought by the newly
acquired Huizhou Hotel and the professional fee for research on new
projects during the Period, partially offset by the impact of the cost saving
measures adopted by the Group during the Period to lower the operating
costs.

The following table shows the total operating costs for the six months
ended 30 June 2018 and 2019:

Management Discussion and Analysis
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For six months ended 30 June

BEAA=tHLAEA

2019 2018

—E-AF —E-N\F

HK$ HKS$

BT BT

Depreciation of right-of-use assets TRAEEENE 7,122,987 7,889,781
Depreciation of property, plant and Y- BERERBEITE

equipment 2,600,047 3,108,631

Employee benefit expenses EERFMAZ 8,301,076 7,194,863

Utilities NARE 901,142 611,699

Other operating expenses HiEEMS 6,839,305 3,927,278
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FINANCE COSTS

The finance costs increased by HK$371,211 to HK$1,812,341 as
compared with the six months ended 30 June 2018. It mainly represented
the lease interest and the interest expenses for the borrowings from China
Medical Overseas Limited (“Former Controlling Shareholder”).

LIQUIDITY AND FINANCIAL RESOURCES

During the six months ended 30 June 2019, the Group mainly financed
its operations and expansion with its own working capital generated
internally, borrowings from Former Controlling Shareholder (with principal
amount of HK$13,800,000 as at 30 June 2019, unsecured, interest-
free, and repayable in 2020) and borrowings from Hehui International
Development Limited (“Current Controlling Shareholder”) (with principal
amount of HK$10,000,000 as at 30 June 2019, unsecured, interest-free
and repayable on demand).

As at 30 June 2019, the Group had bank balances and cash of
HK$13,438,008 (31 December 2018: HK$27,649,893). Gearing ratio is
calculated as the amount of interest-bearing borrowings divided by total
equity. The gearing ratio as at 30 June 2019 is N/A (31 December 2018:
N/A).

The Group was in net current liabilities position of HK$9,670,665 as
at 30 June 2019. The Current Controlling Shareholder has agreed to
provide continuing financial support to the Company to enable it to meet
its liabilities as and when they fall due and to enable the Company to
continue its operations for the foreseeable future. Consequently, the
financial statements are prepared on a going concern basis.
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SIGNIFICANT INVESTMENT HELD, MATERIAL
ACQUISITIONS OR DISPOSALS OF SUBSIDIARIES,
ASSOCIATES AND JOINT VENTURES, AND
FUTURE PLANS FOR MATERIAL INVESTMENTS
OR CAPITAL ASSETS

As mentioned in the Company’s announcement dated 18 July 2019, a
wholly owned subsidiary of the Group and the landlord entered into a
tenancy agreement (“the Tenancy Agreement”) in respect of the renewal
of the tenancy of the properties on which Nanshan Hotel operates (“the
Properties”). Pursuant to Hong Kong Financial Reporting Standard 16
“Leases”, following the conclusion of the Tenancy Agreement as tenant,
the Group shall recognize an asset representing its right to use the
Properties in the amount of approximately RMB11,200,000 calculated
with reference to the present value of the fixed rental payments as
discounted using a discount rate which is equivalent to the Company’s
incremental borrowing rate during the entire term of the Tenancy
Agreement. As such, the transaction contemplated under the Tenancy
Agreement was regarded as an acquisition of asset by the Group for the
purpose of the Listing Rules.

There was no significant investments held, or material acquisition or
disposal of subsidiaries, associates or joint ventures by the Group during
the six months ended 30 June 2019, and the Company does not have any
plan for material investments or capital assets as at the date of this report.

FOREIGN EXCHANGE RISK

For the six months ended 30 June 2019, the Group’s majority of the
assets and liabilities, and income and expenses were denominated in
Renminbi and Hong Kong Dollar. The Group had no significant exposure
to fluctuations in exchange rates under foreign exchange contracts,
interest, currency swaps or other financial derivatives.

CAPITAL STRUCTURE

There was no material change in the information relating to the capital
structure of the Group from that disclosed in the annual report of the
Company for the year ended 31 December 2018 during the six months
ended 30 June 2019. The total number of the issued shares of the
Company was 448,363,708 as at 30 June 2019 (31 December 2018:
448,363,708 shares).

DIVIDENDS

The Directors do not recommend the payment of an interim dividend in
respect of the six months ended 30 June 2019 (Six months ended 30
June 2018: HK$NIl).

Legend Strategy International Holdings Group Company Limited
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EEENmEOMN

SUFFICIENCY OF PUBLIC FLOAT

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

EMPLOYEE AND REMUNERATION POLICIES

The Group had 104 employees (31 December 2018: 92 employees) as
at 30 June 2019. Remuneration is determined by reference to market
terms and performance, qualifications and experience of each individual
employee. Discretionary bonuses based on individual performance will be
paid to employees as recognition of and reward for their contributions.
Other benefits include contributions to retirement scheme.

CHARGES ON ASSETS

As at 30 June 2019, the Group did not have any charges on its assets (31
December 2018: Nil).

CAPITAL COMMITMENTS AND CONTINGENT
LIABILITIES

As at 30 June 2019, the Group had outstanding capital commitments
mainly related to the renovation of Baoan Hotel which were not provided
for in the Group’s financial statements, among which HK$925,135 (31
December 2018: HK$3,636,559) commitments were contracted for.
As at 30 June 2019, the Group had no material contingent liabilities (31
December 2018: Nil).

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

Neither the Company nor any of its subsidiaries had purchased, sold,
or redeemed any of the listed securities of the Company during the six
months ended 30 June 2019.

Neither the Company nor any of its subsidiaries had issued or granted any
convertible securities, options, warrants or similar rights or exercised any
conversion or subscription rights under any convertible securities, options,
warrants or similar rights during the six months ended 30 June 2019.
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CORPORATE GOVERNANCE

The Company is committed to ensuring a high standard of corporate
governance in the interests of the shareholders and devotes considerable
effort to maintain high level of business ethics and corporate governance
practices. The Company has complied with the code provisions set out in
the Corporate Governance Code contained in Appendix 14 to the Listing
Rules throughout the six months ended 30 June 2019. The Board will
keep reviewing and updating such practices from time to time to ensure
compliance with legal and commercial standards.

CHANGES IN DIRECTORS’ INFORMATION

Mr. Du Hongwei has been appointed as an independent non-executive
director of Enviro Energy International Holdings Limited (stock code:
1102), a company listed on the Main Board of the Stock Exchange, with
effect from 28 June 2019.

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

MODEL CODE FOR SECURITIES TRANSACTIONS

The Group had adopted the Model Code for Securities Transactions by
Directors of Listed Issuers as set out in Appendix 10 to the Listing Rules
(the “Model Code”) as its own code of conduct for securities transactions
by the directors (the “Directors”) and relevant employees who, because of
office or employment, are likely to be in possession of unpublished inside
information in relation to the Company’s securities. The Company had
made specific enquiry to all the Directors and such relevant employees
and they confirmed compliance with the Model Code throughout the
period from 1 January 2019 to 30 June 2019. No incident of non-
compliance was noted by the Company during this period.

AUDIT COMMITTEE REVIEW

The Group has an Audit Committee which was established for the
purposes of, among others, reviewing and providing supervision over the
Group’s financial reporting process, internal controls and risk management
system. The Audit Committee comprises three Independent Non-
executive Directors. Mr. Wu Jilin is the Chairman of the Audit Committee.
The Audit Committee has reviewed the accounting principles and policies
adopted by the Group and has discussed and reviewed the internal
controls and financial reporting matters of the Group, including the review
of the unaudited consolidated interim results of the Group and interim
report of the Company for the six months ended 30 June 2019, with
the management of the Company and has no disagreement with the
accounting treatments adopted.

Legend Strategy International Holdings Group Company Limited
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REVIEW OF INTERIM RESULTS

The unaudited interim condensed consolidated financial information of
the Group for the six months ended 30 June 2019 has been reviewed by
ZHONGHUI ANDA CPA Limited, the auditor of the Company.

SHARE OPTION SCHEME

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

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

During the six months period ended 30 June 2019, the Company has not
granted any share option under the Scheme. No share option under this
Scheme was outstanding as at 30 June 2019 (31 December 2018: Nil).
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 30 June 2019, so far as was known to the Directors, the following
Director had interest in the shares of the Company as notified to the
Company and the Stock Exchange pursuant to the Model Code and as
recorded in the register required to be kept by the Company under section
352 of the SFO:

Management Discussion and Analysis

EERFTETBRAERKG - HHEH
BROoREERE ZEZRKXR

MEBEMAN R_FT-AFRNA=1TH - UT
EERNARBRNFHRARBZETRENE
ARRRBRARBERRARBRIEZES K
HIEGRPIFE 2R FEZ B LM 2

Approximate %

Directors Capacity/Nature of interests Number of of shareholding

shares (Note 1)

REBNED L

B= 37V $:3:3-1 BH#A (B#aE1)

Yuan Fuer (Note 2) Interest of a controlled corporation 321,580,510 71.72%
RER (E2) REBOEE 2

Note 1: The approximate shareholding percentage is based on the number of
Shares in issue as at 30 June 2019 of 448,363,708.

Note 2: These 321,580,510 shares were registered in the names of Hehui
International Development Limited (“Hehui”), Mr. Yuan Fuer held the entire
issued share capital of Hehui and was deemed to be interested in the
321,580,510 shares in which Hehui was interested pursuant to the SFO.

Save as disclosed above, as at 30 June 2019, so far as was known to the
Directors, none of the Directors and the chief executive of the Company
had any interest or short position in the shares, underlying shares or
debentures of the Company or any of its associated corporations (within
the meaning of Part XV of the SFO) as recorded in the register required to
be kept by the Company under section 352 of the SFO or as otherwise
notified to the Company and the Stock Exchange pursuant to the Model
Code.

Legend Strategy International Holdings Group Company Limited
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS
IN SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY

As at 30 June 2019, so far as was known to the Directors, the following
substantial shareholders (as defined in the Listing Rules) of the Company,
not being Directors or the chief executive of the Company, had interests in
the shares as recorded in the register required to be kept by the Company
under section 336 of the SFO:

TERRRAMALREA TR
1 AR R AR = A R
=)

~

BEEFRM R-F-AERB=TREUT
ARREBBE GEER LTRAD QLA
AEEREBTHAR) RBHFHEAER
AR RVRBE S R E P 336 T B 2
B

Number of Percentage of

Name Capacity shares Shareholding

(Note 1)

®E BB 514 ®RAEA BEES

(PfHEE)

Hehui Beneficial owner 321,580,510 71.72%

E=mA A

Chen Hui (Note 2) Interest in a controlled incorporation 35,740,071 7.97%

BR¥E (PBI5E2) REZEHDEE 2 S

Note 1: The approximate shareholding percentages are based on the number of
shares in issue as at 30 June 2019 of 448,363,708.

Note 2: As disclosed in “Form 1 — Individual Substantial Shareholder Notice” filed
by Mr. Chen Hui on 20 February 2018, Mr. Chen Hui controls 100% of the
shares in & /£, which in turn controls 100% of the shares in CHINA
DRAGON ASIA CHAMPION FUND SERIES SPC, and £ % £ and CHINA
DRAGON ASIA CHAMPION FUND SERIES SPC each holds interests in
35,740,071 shares of the Company directly.

Save as disclosed above, as at 30 June 2019, so far as was known to the
Directors, no other person (not being a Director or the chief executive of
the Company) had any interest or short position in the Shares or underlying
Shares as recorded in the register required to be kept by the Company
under section 336 of the SFO.

By Order of the Board

Legend Strategy International Holdings Group Company Limited
Yuan Fuer

Chairman

Hong Kong, 30 August 2019
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Independent Review Report

BYEFMARE

T o

ZHONGHUI
TO THE BOARD OF DIRECTORS OF LEGEND STRATEGY
INTERNATIONAL HOLDINGS GROUP COMPANY LIMITED
(Incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the interim financial information set out on pages 20 to
43 which comprises the condensed consolidated statement of financial
position of the Company as at 30 June 2019 and the related condensed
consolidated statement of profit or loss and other comprehensive
income, condensed consolidated statement of changes in equity and
condensed consolidated statement of cash flows for the six-month
period then ended, and a summary of significant accounting policies and
other explanatory notes. The Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited require the preparation
of a report on interim financial information to be in compliance with the
relevant provisions thereof and Hong Kong Accounting Standard 34
“Interim Financial Reporting” (“HKAS 34”) issued by the Hong Kong
Institute of Certified Public Accountants (the “HKICPA”). The directors are
responsible for the preparation and presentation of this interim financial
information in accordance with HKAS 34. Our responsibility is to express
a conclusion on this interim financial information based on our review
and to report our conclusion solely to you, as a body, in accordance with
our agreed terms of engagement, and for no other purpose. We do not
assume responsibility towards or accept liability to any other person for the
contents of this report.

Legend Strategy International Holdings Group Company Limited
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BYERRE

SCOPE OF REVIEW

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

CONCLUSION

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

MATERIAL UNCERTAINTY RELATED TO GOING
CONCERN

We draw attention to Note 2 to the condensed consolidated financial
statements which states that the Group incurred a loss of HK$10,744,545
for the six months ended 30 June 2019 and has net current liabilities
of HK$9,670,665 as at 30 June 2019. These conditions indicate the
existence of a material uncertainty which may cast significant doubt about
the Group’s ability to continue as a going concern. Our conclusion is not
qualified in respect of this matter.

ZHONGHUI ANDA CPA Limited
Certified Public Accountants

Ng Ka Lok

Practising Certificate Number PO6084
Hong Kong, 30 August 2019
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

GRS EEREMEERAR

For the six months ended 30 June 2019 i Z —ZT— h&E,N A=+ HIE/NEA

Six months ended 30 June
HEAA=1THLEAEAR

2019 2018

—E-NF —E-N\F

Notes HK$ HK$
B aE BT BT
(Unaudited) (Unaudited)

(REFR) (REFEZ)

Revenue I & 6 17,773,701 12,454,876
Depreciation of right-of-use assets FREEETE (7,122,987) (7,889,781)
Depreciation of property, M - BERBETE

plant and equipment (2,600,047) (8,108,631)
Employee benefit expenses EERAMFZ (8,301,076) (7,194,863)
Utilities NGy (901,142) (611,699)
Other operating expenses Hah @MY (6,839,305) (3,927,278)
Other income H AU A 7 195,980 2,400,404
Operating loss EERE (7,794,876) (7,876,972)
Finance costs A& B A 8 (1,812,341) (1,441,130)
Loss before tax MRBI IS B (9,607,217) (9,318,102)
Income tax expenses Frisiif < 9 (1,137,328) (662,596)
Loss for the period HAEE 10 (10,744,545) (9,980,698)
Other comprehensive income: Hih 2 mEUk :
Items that may be reclassified to profit or ~ AJFEE#T 7 ZE 82 B A -

loss:
Exchange differences on translating BMEGINEGEEZIENZR

foreign operations (6,711) (108,522)
Other comprehensive loss for the HRNHEMEEERE  BEiE

period, net of tax (6,711) (108,522)
Total comprehensive loss HREHEEBEESE

for the period (10,751,256) (10,089,220)

20 Legend Strategy International Holdings Group Company Limited
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

GRS EEREMEERAR

For the six months ended 30 June 2019 i Z —ZT— h&E,N A=+ HIE/NEA

Six months ended 30 June
HEAA=1THLEAEAR

2019 2018
—2-nE  —TF
Notes HK$ HK$
B BT BIT
(Unaudited) (Unaudited)
(REEEZX) (RigEZ)
Loss for the period attributable to: LTATEESHRNEE:
Owners of the Company ZAN/NEIEZES DN (10,707,792) (9,966,627)
Non-controlling interests FEVER R (36,753) (14,071)
(10,744,545) (9,980,698)
Total comprehensive loss UTALTELER
for the period attributable to: THEEBHAE:
Owners of the Company PINNETE P =N (10,715,204) (10,066,382)
Non-controlling interests IR = (36,052) (22,838)
(10,751,256) (10,089,220)
Loss per share BRERE 12
Basic and diluted (Hong Kong cents) AR EE (BL) (2.39) (2.22)
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Condensed Consolidated Statement of Financial Position

AR S M AR &R

As at 30 June 2019 R=—ZE—AFNA=1H

22

30 June 31 December
2019 2018
—E-hEF —E-N\F
~NA=+H +-A=+—H
Notes HK$ HK$
B BT BT
(Unaudited) (Audited)
(REEZR) (&E=Z)
Non-current assets kRBEE
Property, plant and equipment Y - BB REE 13 10,308,311 9,045,125
Rental deposits HE®e 14 1,731,579 2,120,846
Goodwill EES 1,918,870 1,920,203
Prepayments TR RIA 14 917,401 826,898
Right-of-use assets TRAEEE 36,683,948 43,734,570
Deferred income tax assets RIEFTSREE 4,484,930 4,795,488
56,045,039 62,443,130
Current assets REEE
Rental deposits HEZe 14 1,351,558 952,075
Prepayments, deposits and TENRIE ek
other receivables H b W g B 14 1,136,220 1,171,190
Trade receivables JrE Uk BR 3k 15 1,143,980 825,299
Inventories rE 166,306 204,831
Bank and cash balances RITRIR B AR 13,438,008 27,649,893
Investments at fair value through BAVEFABRZRE
profit or loss 3,949,420 5,922,551
21,185,492 36,725,839
Total assets wWEE 77,230,531 99,168,969
Current liabilities =K
Trade and other payables JE A< BR SR % EL b FE A 5K IE 16 3,525,982 6,951,988
Lease liabilities HE&AE 11,632,871 15,733,321
Tax payables FERHEIE 802,593 2,227,794
Borrowings a3 17 13,042,014 10,000,000
Provision for asset retirement WEBAEEREE 1,852,697 1,350,188
30,856,157 36,263,291

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

AR S M AR &R

As at 30 June 2019 R=—ZE—AFNA=1H

30 June 31 December

2019 2018
—E-NF —E-NF
~NA=+H +-A=+—H
Notes HK$ HK$
B 5 BT BT
(Unaudited) (Audited)
(REEZR) (&E=Z)
Net current (liabilities)/assets BRE(AE) EE (9,670,665) 462,548
Total assets less current liabilities EEHABERABAE 46,374,374 62,905,678
Non-current liabilities FERBEE
Lease liabilities HEBRE 28,023,000 30,839,671
Provision for asset retirement WEEEEREE 396,308 846,987
Borrowings B 17 9,347,365 11,860,063
37,766,673 43,546,721
NET ASSETS EEZRE 8,607,701 19,358,957
Capital and reserves EXRRAE
Share capital & s 4,483,637 4,483,637
Reserves % 4,235,262 14,950,466
Equity attributable to owners of the RATIHEE ANEILER
Company 8,718,899 19,434,103
Non-controlling interests e AR = (111,198) (75,146)
TOTAL EQUITY RESEE 8,607,701 19,358,957
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Condensed Consolidated Statement of Changes in Equity

ERsRSREEEER

For the six months ended 30 June 2019 i Z —ZT— h&E,N A=+ HIE/NEA

Attributable to owners of the Company

KAARBAER
Non-
Share Share Exchange Statutory Other Shareholder's Accumulated controlling
capital premium reserve reserve reserve  contributions losses Sub-total interests Total
B& RiEE ERfR EERE HttfE RREE 2itEE Nt FRRES E-
HKS HKS HK$ HKS HKS HKS HKS HKS$ HKS HKS$
oy AT B BT AT A B R BT BT
At 1 January 2018 (Audited) W=E-\§-A-8
(&%) 4,483,637 261578477 720,920 1,742,763 8,020,110 20,394,393 (276,613,198) 20,327,102 742,983 21,070,085
Total comprehensive loss BREEEREE
for the period (Unaudited) (REE7) - - (99,755) - - - (0.966,627) (10,086,382 (22,838)  (10,089,220)
Waiver of interest on borowings from BT RREHFASEE
Former Controling Shareholder (REEY)
(Unaudited) - - - - - 3,550,454 - 3,560,454 - 3,550,454
At 30 June 2018 (Unaudited) WZE-\E~A=1H
(REER) 4483637 261578477 621,165 1,742,763 8,020,110 23944847 (286,579,825) 13,811,174 720,145 14,531,319
At 1 January 2019 (Audited) W=E-nF-A-8
(&%) 4,483,637 261,578,477 655,601 1,742,763 - 9112036 (258,138,411) 19,434,103 (75,146) 19,358,957
Total comprehensive loss BREEEREE
for the period (Unaudited) (Rigz7) - - (71,412) - - - (10,707,792) (10,715,204 (36,052  (10,751,256)
At 30 June 2019 (Unaudited) W=E-nErA=1A
(KEgER) 4,483,637 261,578,477 648,189 1,742,763 - 9112036 (268,846,203) 8,718,899 (111,198) 8,607,701

Legend Strategy International Holdings Group Company Limited
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Condensed Consolidated Statement of Cash Flows

FRGERERER

For the six months ended 30 June 2019 i ZE —F— L ENA=THI1LNEA

Six months ended 30 June

BEAA=tHILLAMEA

2019 2018
—ZE-NF —N\F
HK$ HK$
BT BT
(Unaudited) (Unaudited)
(REER) (RigEZ)
Net cash used in operating activities RETHANRESFE (2,252,736) (1,047,955)
Cash flows from investing activities RETHEEN Tﬁﬁ 2
Acquisition of a subsidiary Wi —EME A - (1,016,258)
Deposit refunded for proposed acquisition EHRWE—ME 5@% ]
of a hotel BiREZRSE - 23,988,000
Purchases of property, plant and equipment BEME  BENLEE (3,858,634) (655,946)
Other investing activities B &5 107,206 -
Net cash (used in)/generated from investing BEEE (A /FBHEeFE
activities (3,751,428) 22,315,796
Cash flows from financing activities METHEENRERE
Repayment of borrowings EEER - (2,700,000)
Lease interest paid =) H HERE (1,228,713) (674,686)
Repayment of lease liabilities BEHEESR fi (6,986,439) (8,015,514)
Net cash used in financing activities MERBSMANE T8 (8,215,152) (11,390,200)
Net (decrease)/increase in cash and BERBELEEBYORD)
cash equivalents BEinEEE (14,219,316) 9,877,641
Cash and cash equivalents at beginning of period Hi#I8IIR & NI & EE Y 27,649,893 7,877,594
Effect of foreign exchange rate changes SNEE R L& 7,431 (82,872)
Cash and cash equivalents at end of period, HANBAEERRELZEY &
represented by
Bank and cash balances BITRASER 13,438,008 17,672,363
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Notes to the Condensed Financial Statements

57 B B 7S R 2R Y

For the six months ended 30 June 2019 HiE —FT— W FENA=TH 1A

GENERAL INFORMATION

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

In the opinion of the Directors of the Company, as at 30 June 2019,
Hehui International Development Limited (the “Current Controlling
Shareholder”), a company incorporated in the British Virgin Islands
with limited liability, which is wholly owned by Mr. Yuan Fuer (“Mr.
Yuan”), is the controlling shareholder of the Company.

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

GOING CONCERN

During the six months ended 30 June 2019, the Group incurred
a loss of HK$10,744,545 and had net current liabilities of
HK$9,670,665 as at 30 June 2019. The Current Controlling
Shareholder has agreed to provide adequate funds for the Group to
meet its liabilities as they fall due.

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

The Company’s Directors have reviewed the Group’s cash flow
projections. The cash flow projections cover a period of twelve
months from 30 June 2019. In the opinion of the Directors, based on
these cash flow projections and in light of the above, the Group will
have sufficient financial resources in the coming twelve months to
meet its financial obligations as and when they fall due. Accordingly,
the Directors are satisfied that it is appropriate to prepare the
condensed financial statements on a going concern basis.

Legend Strategy Intemational Holdings Group Company Limited
tha B = E A A PR A A
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Notes to the Condensed Financial Statements

57 B B 7S R 2R Y

For the six months ended 30 June 2019 i Z —ZT— h&E,N A=+ HIE/NEA

3.

BASIS OF PREPARATION

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

These condensed financial statements should be read in conjunction
with the 2018 annual financial statements. The accounting policies
and methods of computation used in the preparation of these
condensed financial statements are consistent with those used in the
annual financial statements for the year ended 31 December 2018.

ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

In the current period, the Group has adopted all the new and revised
Hong Kong Financial Reporting Standards (“HKFRSs”) issued by
the HKICPA that are relevant to its operations and effective for its
accounting year beginning on 1 January 2019. HKFRSs comprise
Hong Kong Financial Reporting Standards (“HKFRS”); Hong Kong
Accounting Standards (“HKAS”); and Interpretations. The adoption of
these new and revised HKFRSs did not result in significant changes
to the Group’s accounting policies, presentation of the Group’s
financial statements and amounts reported for the current period and
prior years.

The Group has not applied the new and revised HKFRSs that
have been issued but are not yet effective. The Group has already
commenced an assessment of the impact of these new and revised
HKFRSs but is not yet in a position to state whether these new
and revised HKFRSs would have a material impact on its results of
operations and financial position.

mBEE

ZEBRARBHREREREBZEGTMA
g((BEgtMAg) R zEEER
R 345 [P I 5 3RS | KB R AT o
FEMBRAREZERIERE -

ZEERAVBRRER_T-N\FFE
T RER —HEE - mEZSERYER
RFTAERBRNFETAREHE—
E-N\FT_A=1T"BLFENFE
PG mERMEAE —B

BRANFTE] RGN BRI
HEEA

RAHE  AEECDRABTBEAMAE
BN EEEEEEAN T - NF—
A—BREZEFFEEMNEEH R
RIETNTBHBREER (BEMB
WEER) - FAMBHREERRIEEE
MRS EN ((EEMBRE LR -
ARG ER (BB SFTEA]) KBk -
RNZ ] RBIETTN BB B RS
ERWREHAKE 2 GFTHK - A%E
RAHRAIBEFENMBHRRZ2 R
s RHRERED -

SR 1 R BR AR 2 R AR 1B 1 R AR U F
FIRRETEAYBRE LR - REHED
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Notes to the Condensed Financial Statements

57 B B 7S R 2R Y

For the six months ended 30 June 2019 i Z —ZT— h&E,N A=+ HIE/NEA

5. FAIR VALUE MEASUREMENTS

The carrying amounts of the Group’s financial assets and financial
liabilities as reflected in the condensed consolidated statement of
financial position approximate their respective fair values.

Fair value is the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market
participants at the measurement date. The following disclosures of
fair value measurements use a fair value hierarchy that categorises
into three levels the inputs to valuation techniques used to measure
fair value:

Level 1 inputs: quoted prices (unadjusted) in active markets for
identical assets or liabilities that the Group can access at the
measurement date.

Level 2 inputs: inputs other than quoted prices included within level 1
that are observable for the asset or liability, either directly or indirectly.

Level 3 inputs: unobservable inputs for the asset or liability.

The Group’s policy is to recognise transfers into and transfers out
of any of the three levels as of the date of the event or change in
circumstances that caused the transfer.

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

57 B B 7S R 2R Y

For the six months ended 30 June 2019 i Z —ZT— h&E,N A=+ HIE/NEA

5. FAIR VALUE MEASUREMENTS (continueq) 5. DFEFTE#®E)
(a) Disclosures of level in fair value hierarchy (@ 2FEEEBREE

Fair value measurement using

ERNTAFERRZAVENE

Level 1 Level 2 Level 3 Total
E— E-R E=R #a
HK$ HK$ HK$ HK$
BT BT BT BT
At 30 June 2019 (unaudited) R=ZZB—-NFXRA
=18 (REER)
Recurring fair value REMAFEFE:
measurements:
Investments at fair value through IR A FEF ARBH 2
profit or loss ®E
— Investment funds - KREHES - - 3,949,420 3,949,420
At 31 December 2018 (audited) R=-FE—N\&E+=A
=+—-HB(EER&)
Recurring fair value REMATENE:
measurements:
Investments at fair value through IR ATFET ABZEZ
profit or loss ®E
— Investment funds -KREES - - 5,922,551 5,922,551
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Notes to the Condensed Financial Statements

57 B B 7S R 2R Y

For the six months ended 30 June 2019 i Z —ZT— h&E,N A=+ HIE/NEA

5. FAIR VALUE MEASUREMENTS (continuead) 5. DFEFTE®E)
(b) Reconciliation of assets measured at fair value (b) REFE=ZHRATFEFEZEE
based on level 3 HER
Investments
at fair value
through
profit or loss Total
BRAOFETA
BEzRE HEE
HK$ HK$
BT I
At 1 January 2018 (audited) RZZE-—NF—A—B (KEZX) - -
Purchases BE 5,922,551 5,922,551
At 31 December 2018 (audited) and RZE—NF+ZA=+—8
1 January 2019 (EEZ)RZZT—NF
—H—H 5,922,551 5,922,551
Purchases BE 3,721,788 3,721,788
Settlements wE (5,690,807) (5,690,807)
Effect of foreign exchange rate changes ~ 4ME & R85/ £ 4,112) 4,112)
At 30 June 2019 (unaudited) R-ZE-hFX<A=1+H
(REER) 3,949,420 3,949,420

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

57 B B 7S R 2R Y

For the six months ended 30 June 2019 i Z —ZT— h&E,N A=+ HIE/NEA

5. FAIR VALUE MEASUREMENTS (continueq) 5. A EFTE@®
(c) Disclosure of valuation process used by the Group (c) AEEFMAGEBERAFES

and valuation techniques and inputs used in fair
value measurements

The Group’s Chief Executive Officer is responsible for the
fair value measurements of assets and liabilities required
for financial reporting purposes, including level 3 fair value
measurements. The Chief Executive Officer reports directly
to the Board of Directors for these fair value measurements.
Discussions of valuation processes and results are held
between the Chief Executive Officer and the Board of Directors
at least twice a year.

For level 3 fair value measurements, the management will
estimate the investment funds at fair value classified as
investments at fair value through profit or loss based on the rate
of return published by the financial institutions.

Level 3 fair value measurements

EfffftERNRBARBRE

AEENTRARRABAYHRE
ETMRENEERABZ AFER
E(BRF=ZNADFEFE) - TK
BB EQATEFEEERNES
CER THAREEFSEFE
PMRAwEERTFEREBER

HRE=RATEFENS EEE
HIRESREE LML RERER
DE/EAFEFABGEZREZ
BRAFEFENREES -

FE=RNFlEFE

At 30 June 2019 R=ZZB—-—AFEXRA=TH
Effect on
Valuation Unobservable fair value for
Description technique inputs Range increase of inputs Fair value
WAEBENY
15H EER M TUHEERAYE gE ATENYE ATHE
HKS
BT
(Unaudited)
(RiEERZ)
Investment funds classified as Discounted cash flow  Rate of return 2.6%-4.1% Increase 3,949,420
investments at fair value through
profit or loss
PRERRATEFABREL BRASTE e % 26%Z41% A 3,949,420

RENREES
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Notes to the Condensed Financial Statements

57 B B 7S R 2R Y

For the six months ended 30 June 2019 i Z —ZT— h&E,N A=+ HIE/NEA

5. FAIR VALUE MEASUREMENTS (Continued)

5. DFEFTE®E)

(c) Disclosure of valuation process used by the Group (c) X&EEFAKEBERAFES
and valuation techniques and inputs used in fair EFfRGERTRE ASIEIHE
value measurements (Continued) (&)

Level 3 fair value measurements (Continued)

At 31 December 2018

FE=RLFEFAE (&)

R-ZE—-N\F+=ZA=+—H

Effect on
Valuation Unobservable fair value for
Description technique inputs Range increase of inputs Fair value
WABBE MY
EHH HERM FTABERAHE #E AVENRE AYE
HKS
BT
(audited)
(BER)
Investment funds classified as Discounted cash flow  Rate of return 3.54%-4.1%  Increase 5,922,551
investments at fair value through
profit or loss
PRRRRATEFABRZ ERBenE o 354%E41% M 5,922,551
RENREES
There were no changes in the valuation techniques used. P B ERMT I EmEmEs) o
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Notes to the Condensed Financial Statements

57 B B 7S R 2R Y

For the six months ended 30 June 2019 i Z —ZT— h&E,N A=+ HIE/NEA

6. SEGMENT INFORMATION 6. DEPEHR
The Group has one reportable segment as follows: AEBH—ET2FH LT
—  Hotel operations — BEEE
The segment information for the reportable segment for the period is HIA A 2RO I 5 BERETIAT ¢
as follows:
Hotel
operations Total
BIEEE HWEE
HK$ HK$
ETT BT
(Unaudited) (Unaudited)

(REEZ) (REEZ)

Six months ended 30 June 2019: B E— N FNA=Z1HIF

NEA -
Revenue Wz 17,773,701 17,773,701
Segment profit pak=1yingil 794,720 794,720
Six months ended 30 June 2018: BHE2—F—TFNA=FHI

NEA -
Revenue gz 12,454,876 12,454,876
Segment profit pa=yingil 1,490,159 1,490,159
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Notes to the Condensed Financial Statements

57 B B 7S R 2R Y

For the six months ended 30 June 2019 i Z —ZT— h&E,N A=+ HIE/NEA

6. SEGMENT INFORMATION (Continued) 6. DHER @)
Disaggregation of revenue from contracts with customers: HEFHEHWRE 2D
Hotel
operations Total
BIEEE W
HK$ HK$
ame BT
(Unaudited) (Unaudited)
(CREgEZ) (CREgEZ)
Six months ended 30 June 2019: HEz—F—NFNA=71HIi
~NEA -
Geographical market IS
PRC 2] 17,773,701 17,773,701
Major service FERE
Rental of hotel rooms BEREEHAS 17,773,701 17,773,701
Timing of revenue recognition RS N
Over time 8 R P 2 R 17,773,701 17,773,701
Six months ended 30 June 2018: BHE2E—F—TFNA=FHI
NEA -
Geographical market BT 5
PRC 2] 12,454,876 12,454,876
Major service FERK
Rental of hotel rooms BEEREHAS 12,454,876 12,454,876
Timing of revenue recognition R R R
Over time Bi& BF R 2 A 12,454,876 12,454,876

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

57 B B 7S R 2R Y

For the six months ended 30 June 2019 i Z —ZT— h&E,N A=+ HIE/NEA

6. SEGMENT INFORMATION (Continued)

A reconciliation of segment results to loss before tax is provided as

follows:

D EPEAAEGRTATE R 2 BEREIT

Six months ended 30 June
BEAA=1tHILAXEAR

2019 2018

—E-hE ZE-N\F

HK$ HK$

BT BT

(Unaudited) (Unaudited)

(REEZR) (REgEZ)

Total profit of reportable segments Al 25D m A E 5 794,720 1,490,159
Unallocated corporate expenses, net AOBREEMRAZFHE (8,696,802) (9,375,702)

Bank interest income IRITH B HA 107,206 8,571
Finance costs BhE P AR (1,812,341) (1,441,130)
Loss before tax for the period B A BR A E5 18 (9,607,217) (9,318,102)

7. OTHER INCOME

Hf A

Six months ended 30 June
HEAA=1THLEAEAR

2019 2018

—E-hEF —E— )\

HK$ HK$

BT BT

(Unaudited) (Unaudited)

(REX) (REgEZ)

Bank interest income IRITH B HA 107,206 8,571
Food and beverage B MG 25,026 89,466
Net exchange gain PE 3 U a2 558 - 700,145
Reversal of provision for asset retirement R [0] $R s E 1R R B - 1,599,522
Others HAt, 63,748 2,700
195,980 2,400,404
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Notes to the Condensed Financial Statements

57 B B 7S R 2R Y

For the six months ended 30 June 2019 i Z —ZT— h&E,N A=+ HIE/NEA

8. FINANCE COSTS 8.

E KA

Six months ended 30 June
BZEAXBA=+HIEAEA

2019 2018

—ZE-NF —E-)N\F

HK$ HK$

BT BT

(Unaudited) (Unaudited)

(REEEZ) (RegEZ)

Finance cost on provision for asset retirement 2% & 2= 18 R 1 {8 A B & B 54,312 106,444
Lease interest HEMR 1,228,713 674,686
Interest on borrowings fERE T B 529,316 660,000
1,812,341 1,441,130

9. INCOME TAX EXPENSES

9. FIERMAxX

Six months ended 30 June
BZEAXA=+HIEAEA

2019 2018

—E-hEF —E-NF

HK$ HK$

BT BT

(Unaudited) (Unaudited)

(REER) (RagEZ)

Current tax — PRC corporate income tax BIEARIE — P B SEFR1S B 824,583 13,103
Deferred income tax EEFTISRL 312,745 649,493
1,137,328 662,596

Hong Kong Profits Tax is provided at a rate of 16.5% (Six months
ended 30 June 2018:16.5%) on the estimated assessable profits for
the period. No provision for Hong Kong Profits Tax since the Group
has no assessable profit in Hong Kong during the period (Six months
ended 30 June 2018: HK$NIl).

FARNA=ZTHLEXREA

The PRC corporate income tax is provided at the rate of 25% (Six
months ended 30 June 2018: 25%) for the period.

SHER R -
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Notes to the Condensed Financial Statements

57 B B 7S R 2R Y

For the six months ended 30 June 2019 i Z —ZT— h&E,N A=+ HIE/NEA

10. LOSS FOR THE PERIOD

11.

12.

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

10. FAEE

AEBOHABRIE GEA) /BT
FIIIHE 275

Six months ended 30 June

BEXNA=tTHLAEA

2019 2018

—E-hE —E—N\F

HK$ HKS

BT BT

(Unaudited) (Unaudited)

(REEEZ) (RE&EZ)
Reversal of provision for asset retirement e REEEERREE - (1,599,522)
Directors’ remuneration = 900,012 2,533,306
Net exchange loss/(gain) [EHEE, (W) F5E 24,255 (700,145)

DIVIDENDS

The Directors do not recommend the payment of an interim dividend
for the six months ended 30 June 2019 (Six months ended 30 June
2018: HK$NIil).

LOSS PER SHARE

(a)

(b)

Basic loss per share

The calculation of basic loss per share attributable to owners of
the Company is based on the loss for the period attributable to
owners of the Company of approximately HK$10,707,792 (Six
months ended 30 June 2018: HK$9,966,627) and the weighted
average number of ordinary shares of 448,363,708 (Six months
ended 30 June 2018: 448,363,708 shares) in issue during the
period.

Diluted loss per share

There was no dilutive potential ordinary shares outstanding for
the period (Six months ended 30 June 2018: Nil). Accordingly,
the diluted loss per share is same as basic loss per share for
both periods.

1. RE

RBE-_T-NFAAA=TBILLREAR
EEfEZIRNEMPHRE (BEZ

T \EXA=+EAEA

BREE

12.
(a)

(b)

LB o

BREXER

RAEIHEE ANELTRER B
BHENARRBER AEIREAE
1#84910,707,792 B L (BE=ZF— N
FRA=Z+HISEA 9,966,627
L) REAE BT EBRINETY
£0448,363,708 % (B2 =T — N\F
SNHZ=THIEREAR - 448,363,708
) e

BREBEER

B ARRYEDHITECESE
B (BE-_ZT-\FAA=1THL
NEA &) o Fit - ZMERE
BREEEREEREANEEMER -
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Notes to the Condensed Financial Statements

57 B B 7S R 2R Y

For the six months ended 30 June 2019 i Z —ZT— h&E,N A=+ HIE/NEA

13. PROPERTY, PLANT AND EQUIPMENT 13. %  BERKE
During the six months ended 30 June 2019, the Group acquired HE_Z-NAFANA=ZTHLAMEA &
property, plant and equipment of approximately HK$3,858,634 (Six SEEEME WFERREL 3,858,634
months ended 30 June 2018: HK$655,946). BL(EBEZE—N\FRAA=ZTHILAE

H 165594678 70) °

14. PREPAYMENTS, DEPOSITS AND OTHER 14. A RIE - RERH B
RECEIVABLES b1 |
The amounts of prepayments, deposits and other receivables are TENFIE 2 REMERFIES T
analysed as follows: T

30 June 31 December

2019 2018
—E-NEF —ZE-N\F
AA=+H +t=ZA=+—H
HK$ HK$
BT BT
(Unaudited) (Audited)
(REX) (Fe&EZ%)

Non-current portion FERENIB D
Rental deposits HEZRe 1,731,579 2,120,846
Prepayments B HIE 917,401 826,898
2,648,980 2,947,744

Current portion RENE S

Prepayments and deposits FERFRERIES 955,399 990,234
Rental deposits HEZS 1,351,558 952,075
Other receivables H i & R IE 180,821 180,956
2,487,778 2,123,265
5,136,758 5,071,009
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For the six months ended 30 June 2019 i Z —ZT— h&E,N A=+ HIE/NEA

15. TRADE RECEIVABLES 15. B AR X
The majority of the Group’s revenue from hotel operations are AEBMBELEREEZEMEARHIR
made via credit cards or cash. Hotel rooms are rented to corporate SHEE - AEBEARELHEEREMND
customers with an appropriate credit history on credit terms of 30 ERFREIOANBESEHEEFER -
days.

The aging analysis of trade receivables, based on the past due date, FE W BR sRE P 1278 B B BR (I 0 BR B 48

and net of allowance, is as follows: I EREC AT AT
30 June 31 December
2019 2018
—ZE-hF —E-N\F
A~A=+H +=-—A=+—H
HK$ HK$
BT BT
(Unaudited) (Audited)
(RE&EZ) (feEz)
Neither past due nor impaired fm 38 B R MR E 804,136 344,572
0-30 days past due BEF0OE 30K 270,081 38,364
31-60 days past due BEI31 £ 60K 9,986 81,255
61-90 days past due BHIB1 290K 48,243 28,494
91-120 days past due BWEIO1 E 120K - 325,849
121-365 days past due #EI121 = 365K 4,774 6,765
Over 365 days past due 180 B 8 38 365 K 6,760 -
339,844 480,727
1,143,980 825,299
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For the six months ended 30 June 2019 i Z —ZT— h&E,N A=+ HIE/NEA

16. TRADE AND OTHER PAYABLES

16. BN RA KR H MBS RIER

30 June 31 December

2019 2018

—E-hEF —E—N\F

NA=+tH +t=—A=+—H

HK$ HK$

BT BT

(Unaudited) (Audited)

(REEZR) (& E:Z)

Trade payables JETRR R 181,237 173,864
Accruals and other payables FEETIE B R E A FRIB 3,344,745 6,778,124
3,525,982 6,951,988

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

FEAT B E RN Z W E d IR B HIRBR

goods or services, is as follows: oM
30 June 31 December
2019 2018
—E-hF —E-N\F
AA=t+A +-A=+—¢
HK$ HK$
BT B TT
(Unaudited) (Audited)
(RBEX) (f&E=z)
0-30 days 0ZE 30K 141,722 149,548
31-60 days 31E60X 28,247 23,292
61-90 days 61ZE 90X 10,756 513
Over 90 days HE0 K 512 511
181,237 173,864

Legend Strategy International Holdings Group Company Limited
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For the six months ended 30 June 2019 HiE —FT— W FENA=TH 1A

17. BORROWINGS 17. B

30 June 31 December
2019 2018
—E-hE —E-NF
ANA=+tH t=ZA=+—H
Notes HK$ HK$
B BT BT
(Unaudited) (Audited)
(REEZR) (& E=Z)
Borrowings repayable on R _E_TFA—H
1 June 2020 EE A ER (@) 3,042,014 2,912,049
Borrowings repayable on ER—_Z-_ZFENA=-++H
27 August 2020 EEMNER (a) 4,964,330 4,752,237
Borrowings repayable on ER—_Z_TF+_H=++tH
27 December 2020 EENER @) 4,383,035 4,195,777
Borrowings repayable on demand BEKEREENER (b) 10,000,000 10,000,000
22,389,379 21,860,063
(@ As at 30 June 2019, the Group has borrowings of @ MZE—hFA=+78" $§1ﬁ<
HK$12,389,379 (31 December 2018: HK$11,860,063), with MEXRBRERZBEZBINEBRA
effective interest rate of 9% (31 December 2018: 9%), from ([AT#= B B 3R ) 2 18 5% 12,389, 379
China Medical Overseas Limited (the “Former Controlling BL(ZE-N\F+ZA=+—H:

Shareholder”). The Former Controlling Shareholder’s
borrowings are unsecured, non-interest bearing and repayable
on maturity.

11,860,063 7T) -
(Z2—NFF+_A=+—"H:9%) °
ATIERR IS R 2 (BB E IR - 2 8

&JEEA FIEFHERE -

(o) As at 30 June 2019, the Group has borrowings of ) MZZ

HK$10,000,000 (31 December 2018: HK$10,000,000) from
the Current Controlling Shareholder. The Current Controlling
Shareholder’s borrowings are unsecured, non-interest bearing
and repayable on demand.

JEIZ ZRBEREE -

BERFEZ9%

—NEXNA=+H K&
EHAEREBEEBRBREZER
10,000,000/ 7T (Z & —
=+—H

NFE+=A

: 10,000,0007% 70) ° IR(E
TR ZIERAEER 2R K

Interim Report 2019

—E-NFRHRE

4




Notes to the Condensed Financial Statements

57 B B 7S R 2R Y

For the six months ended 30 June 2019 i Z —ZT— h&E,N A=+ HIE/NEA

18. RELATED PARTY TRANSACTION

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

(@ The Group had the following significant transactions with the
related parties during the period:

18. B A RS

BEASEMBREREMCATRENE
B2 5 RAERRIN  ARBREIABAT

EXRAB RS

(@) AEENBANEEBTEUATEKR

FARE T 2 5 -

Six months ended 30 June

BEAA=tHLEAEA

2019 2018
—E-NEF —E-NF
Note HK$ HK$
Bt & BT BT
(Unaudited) (Unaudited)
(REE®R) (REgEZ)
Hotel room revenue from related 2K B B8 5 AB 5 B B W (i
parties 198,191 -

(i) Mr. Yuan has control over the related parties.

(b) The Group had the following balances with the related parties
during the period:

()  RFELVEE LRI T bR -

(b) ANEEHARLEEERT AT

30 June 31 December

2019 2018

—E-NF —T—)\F

~NA=+H tZA=+—H

Note HK$ HK$

s BT BIT

(Unaudited) (Audited)

(KRBT (&%)

Other payables to related parties £ b & 1< B3 B 5 FUB () 313,627 3,073,836

(i) Mr. Yuan has control over the related parties. The balances
arose from utilities and other operating expenses paid on behalf
of the Company by the related parties, for which they should be
reimbursed by the Company.
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For the six months ended 30 June 2019 i Z —ZT— h&E,N A=+ HIE/NEA

@)

18. RELATED PARTY TRANSACTION (continued) 18. BBt R B (8)
The followings amounts are related to leases with a related © UTEBEEBTNEERSRH
party:

30 June 31 December
2019 2018
—E-NEF —ZE-)N\F
ANA=+H t—A=1+—H
HK$ HK$
BT BT
(Unaudited) (Audited)
(REER) (& EZ)
Right-of-use assets FREEE 10,891,025 12,136,358
Depreciation of right-of-use assets FREEENE 1,259,120 1,160,194
Lease liabilities HEEE 12,247,572 13,313,912
Lease interest HEME 314,240 305,958
Total cash outflow for leases HERS R LA 1,390,321 945,564

(i) Mr. Yuan has control over the related party.

As at 30 June 2019, the Group has borrowings of
HK$12,389,379 (31 December 2018: HK$11,860,063), with
effective interest rate of 9% (31 December 2018: 9%), from
the Former Controlling Shareholder. The Former Controlling
Shareholder’s borrowings are unsecured, non-interest bearing
and repayable on maturity.

As at 30 June 2019, the Group has borrowings of
HK$10,000,000 (31 December 2018: HK$10,000,000) from
the Current Controlling Shareholder. The Current Controlling
Shareholder’s borrowings are unsecured, non-interest bearing
and repayable on demand.

As at 30 June 2019, the Current Controlling Shareholder
had made available a credit facility up to the amount of
HK$350,000,000 to the Company on normal commercial terms
or better to the Group. The borrowings drawn under the Current
Controlling Shareholder’s credit facility shall be repayable on
the date as set out in the individual borrowing agreements and
are interest-free and unsecured. The Company may request
for drawdown at any time prior to 15 November 2021. As at
30 June 2019, credit facility of amount of HK$340,000,000 is
available for use.

(@

()  RFELEE LRI AR bR -

R-ZZE—NAEXNA=Z+H A&
EHEAREMNERBRREZMER
12,389,379 L (ZE— NF+ =
B=-+—H 11,860,063 7T) °
ERMERIN(ZE—N\F+A
=+—H:9%) ° AIERARER 2 &3
BEER EERERIHAEE -

RZEBE—NAFEXNA=+H &&
EHAREBETIERBREZMER
10,000,000 7T (ZE—N\F+= A
=-+—H : 10,000,000/ 7T) ° I
TR 2 ERAEET 28K
FEIR BRBERF(EIE o

MN-ZZE—AENA=1H  BEER
R — R EBREIEB AR
EENERAARRRESERS
350,000,000 B THEERMEREE
RIBREERREEEEEMRR
MERRSEBER BRI LERAH
ERTHARREREEEN AT A
AAFIRN-—ZE-—F+—HF+EHA
ATBERF ERIRE - R =T — NF X
AZ=+H8 - % #:340,000,000 % T &Y
EEmEREEANA-
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For the six months ended 30 June 2019 i Z —ZT— h&E,N A=+ HIE/NEA

18. RELATED PARTY TRANSACTION (Continueq)

() On 30 June 2018, the Group signed an agreement with the
Former Controlling Shareholder, pursuant to which, borrowing
interest for the period from 2 June 2017 to 30 June 2018 and
interest payable commencing from 1 July 2018 were waived.

19. CONTINGENT LIABILITIES

The Group did not have any significant contingent liabilities at 30
June 2019 (31 December 2018: HK$NIl).

20. CAPITAL COMMITMENTS

The Group’s capital commitments at the end of the reporting period
are as follows:

18. BBt R B (8)

n MZE—\FA=1+H A~AEBEHR
AIERR AR R B 5T e @ IRIE R s
R-_E—+FAHE-_Z—N
FRNA=ZTHHENERMNE &
BT \Ft A —HENERF
BASERE -

19. ZREE

R=F-NERAZTA  ARELE
EAEARABE (T NFT=A
=+—B: THL) -

20. & AR IE
REBMPNBE PR BAAEDT -

30 June 31 December

2019 2018

—E-hF —E-)N\F

AA=+H +—A=+—H

HK$ HKS

BT BT

(Unaudited) (Audited)

(RE&EZ) (feEZ)

Property, plant and equipment W - BB R 925,135 3,636,559
21. APPROVAL OF THE INTERIM FINANCIAL 21, #tEFHB B R K

STATEMENTS

The condensed financial statements were approved and authorised
for issue by the Board of Directors on 30 August 2019.
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