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Corporate Information
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Management Discussion and Analysis

BUSINESS REVIEW

China Kingstone Mining Holdings Llimited (the “Company”), together
with its subsidiaries (the "Group”), is the mining operafor in China
which focuses on beige marble blocks and processing of marble
slabs, and owned the largest beige marble mine in China, namely
Zhangjiaba Mine, in terms of marble reserves, according fo the
cerfification issued by China Stone Material Association in August
2010. Zhangjiocba Mine is located in Zhenjiang Village, Xiangshui
County, Jiangyou City of Sichuan Province, China.

Exploration, Development and Production Activities at

the Mine

The Group focuses on the development and mining at the Zhangjiaba
mine during the six months ended 30 June 2019 ("HY2019"). The
Zhangjiaba Mine contains 44.2 million cubic mefer of measured and
indicated marble resources, which represents 16.8 million cubic meter
of proved and probable marble reserves based on a block rafe of
38%, according to the independent competent person’s report dated
on 7 March 2011
no geological exploration activity during HY2019

[os shown in the Company’s Prospectus). There was

The Zhangjiaba mine mainly divided into the eastern mining zone
and the western mining zone. During HY2019, the Group confinues
fo carry out the stripping of the overburden materials at the surface
for the both eastern and western zone. It is expected that the further
development of the mine fo lower benches will be required for large
block production. Under the current mining condition, the Group is
unable to estimate when the large and entire marble blocks could be
produced.

During HY2019, the aggregate expenditure of the mining
operation of the Group was approximately RMB9.4 million, which
mainly included depreciation on property, plant and equipment of
approximately RMB3.6 million, fuel and materials consumption of
approximately RMB3.5 million, and repair and safety protection costs
of approximately RMB1.0 million.
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Management Discussion and Analysis
EEERE S

Marble Slabs Business

The marble stones are widely used in construction and decoration
industry for decorative purposes due fo ifs bright color and lustrous
finish. Marble slabs are used in application such as interior and exterior
decoration, laying pavements, sfairs, flooring and fumiture. The Group
sells marble slabs through some distributors or purchasing agents which
have a strong frack record and broad sales and marketing network
with property developers and construction companies in China.

In view of the rapid urbanization in China and the Belt and Road
initiative that have driven the infrastructure development, the Group
had expected the marble slabs business would ratchet up with upbeat
forecast. However, the recent US and China trade standoff dealt a
blow to the property development market in China. Most of building
materials are on the list of the additional import and export tariff fax
imposed by the United States and China. As the marble slabs business
of the Group hinges on property development and construction industry
in China, the Group recorded a decrease of 21.8% in sales of
marble s\obs from RMB20.0 million for the six momhs ended 30 June
2018 ("HY2018") to RMB15.7 million for HY2019, resulting from
a decrease in demand of the marble slabs for decorative purpose.
The Group expects weakening demand in marble slabs may be
exacerbated in the second half year of 2019 if trade disputes between
US and China persists. The Group have to mainfain a high degree
of vigilance against unpredictable international developments and
sensitive external environment that adversely affect the Group's business
and also take extra-cautious of the plan for the expansion in marble
slabs business.

Marble Slags and Calcium Carbonate Business

Marble slag is produced by the cracked marble stones and in the
course of stripping overburden at Zhangjiaba mine. Marble slag is raw
materials for the production of ground calcium carbonate (the “GCC").
The Group sells the marble slags to the GCC manufacturers which
are close to the Zhangjiaba mine. For HY2019, revenue aftributable
to marble slags business was approximately RMB13.6 million as
compared to RMB5.1 million for HY2018. Such increase was primarily
due to ramping up the production of the marble slags through speeding
up the sfripping of ore, as well as staying strong demand of marble
slags from the GCC manufacturer.

The Group plans to embark on the GCC business and integrafe with
the existing marble slags business. GCC is produced by the grinding
process to fransform marble slags info a powder. GCC is widely used
as raw materials in production of building and construction materials,
paper, plastics, paints, coatings and also personal health and food
production. The Group may utilize its own rich marble resources from
the Zhangjiaba mine to produce marble slags and then further process
to GCC. The Group expects that the integration will result in a synergy
that allows the Group's calcium carbonate business more competitive
as result of stable supply of marble slags and gaining cost advantage.
The Group is now undergoing the negotiation for the cooperation
agreement with the joint venture partner of the Group.
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Management Discussion and Analysis

FINANCIAL REVIEW

Revenue

The Group's revenue increased by RMB4.2 million or 16.7% from
RMB25.1 million for HY2018 to RMB29.3 million for HY2019. The
increase was primarily due fo an increase of RMB8.6 million in sales
of marble slags but partly offset by a decrease of RMB4.4 million in
sales of marble slabs.

THRBEFWRR S
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Analysis by products BEm ST
Six months ended 30 June
B Z6H30H LLA<fEA
2019 2018 Change

20194 20184 b2
Marble slabs KIEAIRM 15,663 20,042 -21.8%
Marble slags REAES 13,635 5,071 +168.9%

29,298 2SARIES +16.7%
Analysis by sales volume and selling price: 1 E R EEHETHI ST

Six months ended 30 June
BZE6GA30RLAMEA
2019 2018 Change

20194 20184 o
Sales volume: e
Marble slabs (square meter) REBARM (FFHXK) 56,562 79,000 -28.4%
Marble slags (tonnes) REAES (HE) 485,704 197,159 +146.4%
Average selling prices: FHEME:
Marble slabs [RMB per square meter) RIBARM (8 F 77K 277 254 +9.1%

AR¥TT)

Marble slags (RMB per tonnes) REARE (BBARET) 28 26 +/ 7%
Gross Profit and Gross Profit Margin EXNRERF

Gross profit increased by RMB1.2 million or 3.8% from RMB3.2
million for HY2018 to RMB4.4 million for HY2019. Gross profit
margin increased from 12.6% for HY2018 1o 14.9% for HY2019.
The increase was primarily due fo an increase in sales of marble slags
which has higher gross profit margin than sales of marble slabs.

Selling and Distribution Expenses

Selling and distribution expenses increased from RMBO.3 million for
HY2018 to RMBO.7 million for HY2019. The increase was primarily
due to an increase in the fransportation cost, resulting from an increase
in the sales volume of marble slags.
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Management Discussion and Analysis
EEERE S

Administrative Expenses

Administrative expenses increased from RMB18.6 million for HY2018
fo RMB20.0 million for HY2019.

The Group has implemented cost cufting measures, including a
reduction in the staff cost, rental expenses and other general expenses
since late 2018 in order fo increase the effectiveness of the operation
of the Group. The cost reduction plan has been panned out during
HY2019. The increase in administrative expenses was primarily due to
an increase of RMB10.7 million in share option expense in relation to
the share options granted to the Director and certain employees of the

Group during HY2019.

(Loss)/Profit for the Period

The Group recorded a loss of RMB20.6 million for HY2019 as
compared fo a profit of RMBO.9 million for HY2018, as a result of a
combined effect of (i) a reversal of RMB15.7 million in provision for
litigation in relation to a claim against Sichuan Jiangyou Jinshida Stone
Co., limited, a wholly-owned subsidiary of the Company, involving
the Zhangijiaba mine. A seflement of litigation was reached with the
Plaintiff on 5 July 2018; (i) an increase of RMB3.2 million in provision
for impairment loss on frade receivables; and (iii) a loss of RMB1.1
million on deregistration of a PRC subsidiary.

Liquidity and Capital Resources

As at 30 June 2019, the Group's fotal equity interests was RMB391.5
million (31 December 2018: RMB401.2 million), representing a
decrease of 2.4%. The decrease was mainly attributable to a combined
effect of a loss of RMB20.6 million incurred for HY2019 and an
increase of RMB10.7 million in share option reserve for HY2019.

As at 30 June 2019, the Group had cash and bank balances of
RMB57.6 million (31 December 2018: RMB65.1 million). Cash
and bank balances were mainly denominated in Hong Kong dollars
and Chinese Renminbi ("RMB"). The Group has adequate financial
resources fo meet the anticipated future liquidity requirement and capital
expenditure commitment.

Capital Expenditure

The Group's capital expenditure was amounted to RMB3.2 million
during HY2019 [HY2018: 1.3 million), which was primarily related to
an acquisition of plant and machinery.
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Management Discussion and Analysis

Exposure to Fluctuations in Exchange Rates

The Group principally operates its businesses in the PRC. The Group
is noft exposed fo significant foreign exchange risk as most of the
Group's business transactions, assets and liabilities are principally
denominated in Chinese Renminbi [‘RMB"), which is the functional
and reporting currency of the Group, except certain administrative
expenses, denominated in Hong Kong dollar and United States dollar,
in the Hong Kong office. The Group has not enfered info any foreign
exchange contract as hedging measures.

Human Resources

As at 30 June 2019, the Group had a total of 28 (31 December
2018: 23) employees. The total staff cost, including directors’
emoluments, share opfions benefit and pension scheme contribution,
was approximately RMB13.2 million for HY2019 (HY2018: RMB3.1

million).

The Group's emolument policies are formulated on the performance
of individual employee and on the basis of the salary trends in Hong
Kong and the PRC, and will be reviewed regularly. Subject to the
Group's profitability, the Group may also distribute discretionary bonus
fo its employees as an incentive for their contribution fo the Group.

Pledge of Assets

As at 30 June 2019, the Group had no pledge of assefs (31
December 2018: Nlil).

Capital Commitment

As at 30 June 2019, the Group had a capital commitment of
approximately RMB14.6 million (31 December 2018: RMB15.3
million) in relation to the consfruction and purchase of property,
plant and equipment contracted for but not provided in the financial
statements.

Contingent Liabilities

As at 30 June 2019, the Group had no material contingent liabilities
(31 December 2018: Nlil).
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Management Discussion and Analysis
EEERE S

Use of Proceeds from Fund Raising Activities
On 3 March 2017 and 24 April 2017, the Company enfered into

an agreement and supplemental agreement with an underwriter,
respectively, by issuing 2,360,068,975 rights shares to qualifying
shareholders by way of the rights issue at subscription price of
HK$0.12 per rights share on the basis of five rights shares for every
share in issue on the record dafe. The net proceeds from the rights
issue were approximately HK$276.54 million.

As at 29 September 2017, the Company resolved to change the
use of the unutilized net proceeds of HK$50.94 million for the
sefflement of the potential damages arising from the litigation to use the
unutilized proceeds of (i) approximately HK$15 million for purchasing
of machineries for replacement of wellwom mining equipment; (i)
approximately HK$20 million for marble slabs business, and {iii)
HK$15.94 million for general working capital. For details, please refer
to the announcement of the Company dated 29 September 2017.

As at 30 June 2019, the nef proceeds had been utilised as follows:

KRETBNRERERAR
RM201743A3AR2017F48248 A AT EE
R D RIET L et R i RREESRM
BRARA0.12ETRERCHANERE—REE
TTRRAD P B AR AR R AR5 2 B LA BB A R 1)
& & R BE1T2,360,068,97 5B G AR A 17 - it
BR P18 SIBF #EA0 B 276,540,000/ 7T ©

R2017FQH208 - R R BIRFA K ABAAFR
TR F #50,040,00078 7T # A 3 1 B 10 4 BB AR A
EEZBEBEREZEE R RS AMBIA
#115,000,000 TARBERMAZKRERN
BREERR M ¢+ (1) R B A PR 15 3K IE £920,000,000%8
AR REORMER Rl RE A PSHIR
15,940,000 TRIE—RELEE S -HIFFLH
ARG HER2017E9H290B 2 A& -

R2019F6H30R - IS HRIBFHEEBAUT -

Intended use of Actual use of

proceeds proceeds
FRiERIEZ FEREZ
SrEIAR BERAR
HK$'000 HK$'000
THET TET

The contribution of funding for the GCC business AENEREEIRBE SR
— Setup of manufacturing building —BEREEET (BEME- 149,150 60,000

(including property, plant and equipment) BB K 3% s )
— General working capital of GCC business —EE MBS 42,610 -
—REEES
General working capital of the Group AEEN-—REEESD

— Purchasing of machineries for marble mining business — — it A 38 /5 BR 5 745 B8 & He L 15,000 15,000
— Marble slab business — RIEBARMER 20,000 49,720
— Settlement of litigation — AR = 24,976
— Other general working capital —Hih—REEESR 49,780 62,531
276,540 22,220
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Management Discussion and Analysis

In April 2017, the Group entered in a nonlegal binding memorandum
of understanding (the "“MOU")] with a GCC manufacturer (the “JV
Parter”) to form a joint venture company fo extend the downstream
business of GCC production in Jiangyou City, Sichuan Province, the
PRC. The JV Parter possesses an extensive experience in the operation
of the GCC production while the Group owns the enriched marble
resources. The Group considers the cooperation of the business
development of GCC production will be mutually beneficial to both
parties.

During 2018, the JV Parter obtained the land use approval for part of
the planned production site from the land and Resources Department
of Jiangyou City and also obtained the Construction Permit on site from
the relevant authority in China. As the mining right of Zhangjiaba Mine
was then being seized and was being faken step to be auctioned
under a court judgement of a litigation, the Group and JV Pariner
agree fo suspend the execution of the MOU until the Group resolves
the matters involving the auction of the Zhangjiaba Mine. In July 2018,
the Group made a sefflement of the litigation and the auction of the
mining right of Zhangjiaba Mine was withdrawn by the plaintiff of
the litigation. However, in the meantime, the JV Partner had already
contributed certain fund needs for the GCC business development that
should have been made by the Group under the MOU, such that the
cooperation infent framework between the Group and the |V Partner
has been changed and ifs defails of cooperation arrangement has to
be renegofiated anew.

The Group is undergoing the negotiation for the new cooperation
agreement with JV Partner. The Group will also explore for other
alternatives to develop the GCC production business in case the
agreement cannot be reached. As a result, the timeline of the cash
deployment for GCC production has not been defermined.
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Management Discussion and Analysis
EEERE S

Litigation

(a)

On 13 May 2015, the Company entered info an underwrifing
agreement with Royal Moon International Limited (“Royal Moon”)
for raising approximately HK$121 million by way of open offer
on the basis of one offer Shares for every two existing Shares.
Under the underwriting obligation, Royal Moon has paid funds
of HK$66.85 million for 668,040,194 Shares to the Company
through its financier, Zhangtai Intfernational VWealth Management
limited (the “Plaintiff’), however, as a result of a Hong Kong
Court decision dated 3 July 2015, Royal Moon, under the
underwriting obligation, only had to subscribe 54,577,056
Shares at the price of HK$5.5 million. As such, this left a
balance of the funds of HK$61.4 million in the open offer bank
account of the Company. The Company returned the balance of
fund to Royal Moon on 7 July 2015.

On 22 August 2018, the High Court of Hong Kong Special
Administrative Region (“High Court”) handed down a judgement
fo dismiss the application for summary judgment from the Plainfiff
for a claim that the Company is liable to account to the Plaintiff
for wrongfu”y refurning the balance of fund of opproximote|\/
HK$61.4 million from the open offer bank account of the
Company fo Royal Moon on the ground of the alleged breach of
frust and/or breach of equitable/fiduciary duties.

The Plaintiff is claiming for equitable compensation and/or
damages, and/or account of profits on the ground of the
Compoany's breach of frust, together with an order to pay fo the
Plaintiff such sum as may be found due or payable, including
relevant interests and costs. The Plaintiff is also seeking for a
declaration that the Company is liable to account to the Plaintiff
for the balance of the fund in the open offer account of the
Company or such other sum as the Court thinks fit on the ground
of ifs breach of frust.

The Company considered no provision made for the case as this
proceeding is still af its early stage. This litigation case is sfill in
progress.
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(b)

(c)

Management Discussion and Analysis

On 8 August 2018, the Company received a writ of summons
(the “Writ"] issued in the Court of First Instance of the High
Court of Hong Kong under Commercial List Action No. 5
of 2018 (the “Action”) by Mr. Li Jiaju (the “Plaintiff’) against
Kinwin Infernational Investment Limited (the “1st Defendant’), a
company wholly owned by a former director of the Company,
the Company (the “2nd Defendant’) and the former director of
the Company (the “3rd Defendant’), in relation to a claim for the
sum of approximately HK$23.7 million plus interest and costs
against the 1st Defendant or alternatively, a claim for a sum of
approximately HK$21.2 million plus interest and costs against
the Company or alternatively a claim for the sum owned by the
Ist Defendant against the 3rd Defendant, pursuant to a loan
agreement between the Plaintiff and the Tst Defendant and an
alleged deed of assignment that was executed between the

Plaintiff, 1st Defendant, the 2nd Defendant.

The Company considered no provision made for the case as this
proceeding is sfill af its early stage. The litigation case is sl in
progress.

On 12 March 2019, the Company received a nofification of
proceeding served by Guangzhou City Huangpu district People’s
Court pursuant to which Mr. Caiyou (the “Plaintiff) commenced
a legal proceedings against Sichuan Jinshida (a wholly-owned
subsidiary of the Company) (the “1st Defendant’), Kingstone
Guangzhou, (the “2nd Defendant”) and other, due fo the disputes
of an agreement dated @ August 2013 for assignment of loan
between Sichuan Jinshida (as assignor), Mr. Cao You [“Mr. Cao”)
(os assignee) and Guangdong Huaxia Financial Guarantee Co.,
[as guarantor of the assignment agreement) pursuant to which
Sichuan Jinshida has agreed fo assign and Mr. Cai has agreed
fo accept Sichuan Jinshida's rights, title, interest and benéfits in

and to the Loan at a total consideration of RMB40,000,000.

Pursuant to the civil complaint, the plaintiff claims against Sichuan
Jinshida and other defendants (i) to rescind the assignment

agreement and an alleged supplemental agreement, [ii) fo return
the deposit and part of consideration in amount of RMB8.0
million in aggregate, liii) to pay compensation of RMB5.0
million.

A provision for litigation of RMB1.2 million regarding this case
was made in previous year. The litigation case is in progress.

(b)

(c)
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Management Discussion and Analysis
THBHRR A

PROSPECTS R

China economy shows a sign of slowdown resulting from the USChina A EI&ZBEHRFEZ S FmMBEIAERRR 2 B
raging trade disputes and it seems they make no headway fo fruce the 55 B 44 M AN AR T HH I8 AR D 5% o 7N £ (B (A 3 75 42
trade war. The Group braces for facing the great challenges in year R EAEKHATS S S WHR2019E0KRE
2019 as the growth of the Group's business hinges upon the prospect  K#k& - R E B AP B — SRR AB L E
of China economy. The Group will take very cautious of and vigilant  BEHEEFREBABEMNESHEE - BEFE
fo the pace of further expansion of marble business in China. Despite |tk Z# 4 NREBKEBEESLERLENEA
these headwinds, the Group will continue to consolidate the production B EEM UM EARIB A XK KRR - B — A&
and operations and extend the customer base to gef improved in the EEEAABHRE BRI - AKAR KB E
performance of the marble business. On the other hand, the Group will  B{E& AL °

confinue to explore new business opportunities so arising in order fo

maximize shareholder’s value in the future.
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CORPORATE GOVERNANCE

The Company has complied with the Corporate Governance Code
and Corporate Governance Report [the “CG Code”) as set outf in
Appendix 14 of the Rules Governing the Llisting of Securities on the
Stock Exchange (the “Listing Rules”) for the six months ended 30 June
2019 except for a deviation from code provisions A.2.1 and A.1.8 of
CG Code.

Under code provision A.2.1 of CG Code, the roles of chairman and
chief executive officer (the “CEQ") should be separate and should not
be performed by the same individual. The division of responsibilities
between the chairman and the chief executive officer should be clearly
established and set out in writing. During the six months ended 30 June
2019, the Board has yef to appoint the chairman (the “Chairman”)
and CEO of the Company. The independent board members will
temporarily fake the role of Chairman to ensure that the Board is
effective in its take of setting and implement the Company's direction
and strategy, while the executive board members will take up the role
of CEO to manage the operation of the Group. The Board considers
that there is sufficient balance of power and the current arrangement
maintains a strong management position of the Company.

Under code provision of A.1.8 of CG Code, the Company should
arrange appropriate insurance cover in respect of legal action against
the directors of the Company (the “Director(s]). The Company does
not have insurance cover in this respect as the Board believes that,
with the current infernal control system and the close supervision of the
management, the Directors’ risk of being sued or getting involved in
litigation in their capacity as a Director is relatively low. Nevertheless,
the Board will review the need for insurance cover from time to time.

Save as the deviation from the code provision A.2.1 and A.1.8 of the
CG Code, in the opinion of the Direcfors, the Company has complied
with all code provisions as set out in the CG Code throughout the six
months ended 30 June 2019 and, where appropriate, the applicable
recommended best practices of the CG Code.

Other Information
HahFE
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Other Information
HanFmE

COMPLIANCE WITH THE MODEL CODE

The Company has adopted the Model Code for Securities Transactions
by Directors of listed Issuers (the “Model Code”) as sef out in Appendix
10 of the listing Rules as its own code of conduct regarding directors’
securities transactions by the Directors. The Company confirms that,
having made specific enquiries with all Directors of the Company, all
Directors confirmed that they have complied with the required standards
set out in the Model Code and its own code of conduct regarding
directors’ securities transaction throughout the six months ended 30 June

2019.

AUDIT COMMITTEE AND REVIEW OF INTERIM
RESULTS

The audit commitiee of the Company comprised three independent
non-execufive Direcfors, namely Ms. Wang Yihua, Mr. Yang Ruimin
and Mr. Sheng Guoliang. The audit commitiee of the Company has
reviewed the unaudited inferim results of the Group for the six months
ended 30 June 2019 and has recommended their adoption fo the
Board.

BOARD OF DIRECTORS

As at 30 June 2019, the Board comprises five executive Directors,
namely Mr. Zheng Yonghui, Mr. Zhang Jianzhong, Mr. Zhang Weijun,
Mr. Zhang Mian and Ms. Zhang Cuiwei, and three independent
non-executive Directors, namely Mr. Yang Ruimin, Ms. Wang Yihua
and Mr. Sheng Guoliang.

CHANGES IN INFORMATION OF DIRECTORS

The changes in information of the Directors subsequent to 31 December
2018 are set out below:

Details of the change

BEHIE

Name of Directors

BEEHA

SRR S Al

ARR RN TR RIS PrEe EH T A
ERETESFXZNEESTA ([FEESFR)
EREAGRESTETERRH 2B TER - K
NAER  KAARRE2BREFFLREERE
EREFERRSENEE2019F6H30H 1E/R1E
A—BEETEETAMBEZAEREREAS 5L
EFETEFRH 2R TER

Wt & H o R 3 B b S A

ARANBAHEZEGR BB LIFNTEREAR
BRIZBELL BHREECERBBERTE- X
NEEARESCEMNAKEEE2019F6A30
BIEREANKREEZTREE YEAEFS
EBERMZERE-

EHY

R2019F6H30R EXGREAENTESTY
KEESEA SREBEL REELL RBELER
REBLL UR=2BIUIFATESGHE L
EFEEZTPRBRSEE

R IER
R2018F12A31 AAEFRHERBHIMT :

Mr. Zhang Mian [Mr. Zhang)
wpEE (RELE)

The remuneration of Mr. Zhang was adjusted from HK$ 100,000 per annum to
HK$240,000 per annum with effect from 1 Ju|y 2019.

SRS 2 F BB & F 100,000 TTHEEFF240,000/8 7T B2019F7 A1

B

Save as disclosed above, there is no other information required to be
disclosed pursuant to Rule 13.51B(1) of the Listing Rule.
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PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

Neither the Company nor any of its subsidiaries has purchased, sold or
redeemed any of the Company'’s listed securities during the six months

ended 30 June 2019.

DIRECTORS' INTEREST IN SECURITIES

As at 30 June 2019, the inferests and short positions of the Directors
in the shares, underlying shares or debentures of the Company or any
of its associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO")), which (a) were required
to be nofified to the Company and the Stock Exchange of Hong Kong
Limited (the “Stock Exchange”] pursuant to provisions of Division 7 and
8 of Part XV of the SFO [including interests and short positions which
the Directors or chief executive have taken or deemed to have under
such provisions of the SFO); (b) were required, pursuant fo section 352
of the SFO, to be entered in the register referred to therein; or [c) were
required, pursuant to the Model Code for Securities Transactions by
Directors of listed Issuers (the “Model Code”) as set out in Appendix
10 of the Rules Governing the listing of Securities on the Stock
Exchange [the “ listing Rules”) to be notified to the Company and the
Stock Exchange were set out below:

(a) Long Positions in Ordinary Shares of the Company

Number of ordinary shares of HK$0.01 each held
FEEERAECOIETZEERYE

Other Information
HthZFE

i~ D I A A b i R

RNRAIEE] B A RN B ZE2019F6H30H
LB A POBER B B 8 S A A A
LEEE

1 R o7 R B

R2019F6 308 » EHERV AR & 3l E A A HH Bk
ZE(ERAEFLBEGRD ([ExRPERK
511) FEXVER) Z Bty - B D KB HZF B ()
RIBEFEF M EIGROIFEXVERE R FE87 #8 2 &
XHREBEMEARARBBBERSMER AR
(M prl) 2w MoXR (BRERBEESRBE
GO BEREXEZTHESTRABRE FRBE
RBEZRERAR)  bRIEES RRIRAE
3521FBEAZIGHIFtE < B ot 2 s ROR R
FH(RBEBRATES EmARR (T ETRR)
BTEc EBETAESETESRINIRE
STRI(MREST R BME AR R R R Pz #
mPORBESIMT

o) RAEADBERSFA
Percentage of
the issued share

capital of
Name of Director Capacity Direct inferest ~ Deemed interest Tofal interest the Company
EARARBCRT
=R L) EEER GEREER BRER BABAH
Zheng Yonghui [a) Interest of a controlled corporation - 287,997 542 287,997,542 10.17%
Bk i (o) RIEZEE R [Note)
iE3)
(b) Beneficial owner 138,740,000 - 138,740,000 4.90%
b) E&=HEE A
138,740,000 287,997,542 426,737,542 15.07%
Note: Bk -

The 287,997,542 ordinary shares of the Company were directly owned
by Oasis Tycoon Investments Limited of which all inferests are directly
controlled by Mr. Zheng Yonghui.

2%5287,997, 542/ & @ R B Oasis Tycoon
Investments Limited B #& # B * M Oasis Tycoon
Investments Limited 2 2= B4 2= FR 8F 5k & 55 A E B¢
PRl
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Other Information
HanFmE

(b) Long Positions in Underlying Shares of the
Company
Defails of the interests of the Directors in the share options of the
Company are separately disclosed under the secfion headed
“Share Option Scheme”.

Save as disclosed above, none of Directors or the chief executive
of the Company or their respective associates had any interests or
short positions in the shares, underlying shares or debentures of the
Company or its associated corporations (within the meaning of Part XV
of the Securities of Futures Ordinance (the “SFQO”)) which have been
nofified to the Company and the Stock Exchange of Hong Kong (the
“Stock Exchange”) pursuant to Division 7 and 8 of Part XV of the SFO,
including interests and short positions which the Directors and the chief
execufive of the Company are faken and deemed fo have under such
provisions of the SFO, or which are required to be and are recorded
in the register required 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.

Save as disclosed above, at no time during the period was the
Company or any of its holding company or subsidiaries been
participated in any arrangements fo enable the Directors or chief
executive (including their spouse and children under 18 years of age)
fo acquire any inferests and short positions of shares or underlying
shares or debentures of the Company or any of its associated
corporation [within the meaning of Part XV of the SFO).

SUBSTANTIAL SHAREHOLDERS'
SECURITIES

As at 30 June 2019, none of the Directors is aware that any person

INTERESTS IN

[not being Directors or chief executive of the Company) had an inferest
or short position in the shares and underlying shares of the Company
as recorded in the register of substantial shareholders maintained by
the Company pursuant fo Section 336 of the SFO.
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SHARE OPTION SCHEME

The Company has also adopted a share option scheme on 24 January
2011 (the “ Share Option Scheme”] for the purpose of giving the
eligible persons an opportunity to have a personal stake in the
Company and help motivate them to optimize their future performance
and efficiency to the Group and/or to reward them for their past
contributions, to atfract and retain or otherwise maintain on-going
relationships with such eligible persons who are significant to and/or
whose confributions are or will be beneficial o the performance,
growth or success of the Group, and additionally in the case of
execttives, fo enable the Group to atract and retain individuals
with experience and ability and/or to reward them for their past
contributions.

The Share Option Scheme will be valid and effective for a period of
10 vears from the date of adoption.

Defails of outstanding and movement of share options under Share

Other Information
HahFE

Jis SR A i 3

ARRIRER201 151 A24 B R — BB AT
g ([BhiEstall) EaERTRERALIHRS .
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e

B E2019F6HA30B L/ 8 A - BRE 8 TR

Option Scheme [the “Share Options”) during the six months ended — TT{EHYEEARHE ([EEARME] ) REZEAFFIENT :
30 June 2019 are as follows:
Lapsed/
As at cancelled
1 January  Grant during during As at
Grantees Date of grant Exercise price 2019 the period the period 30 June 2019
H2019% RER R20194
AERA RiLAH TEE 1A1H RERR L KM/ HH 6H30AH
Director
B
Zhang Cuiwei 26 June 2014 nofe 4 HK$1.737 1,731,663 - - 1,731,663
KRR 2014F6A26R BisEd 1.737%7T
12 January 2015 note 5 HK$1.649 2,424,329 5 3 2,424,329
201518128 [IES) 1.649% 7T
Zhang Mian 15 Apiil 2019 note 8 HK$0.1172 - 28,320,827 - 28,320,827
K4 201947158 Fi3E8 0.1172%7
Other
2t
Other employees Q June 2014 nofe 3 HK$1.737 3,290,160 - - 3,290,160
HitEE 201456 A9H BisE3 1.737%7T
26 June 2014 nofe 4 HK$1.737 1,731,663 - - 1,731,663
2014F6R268 BisE4 1.737%7T
30 December 2014 note 6 HK$1.634 4,848,657 = = 4,848,657
20145128308 KiEEs 1.634% 7T
12 January 2015 nofe 5 HK$1.649 2,424,329 - - 2,424,329
20151 412R BiFES 1.649% 7T
23 November 2017 note 7 HK$0.0972 47,200,000 - - 47,200,000
2017F11H238 Kist7 0.0972% T
15 Apiil 2019 nofe 8 HK$0.1172 - 169,924,962 - 169,924,962
201947158 Fi3E8 0.1172%7
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Other Information

HEthEH
Lapsed/
As at cancelled
1 January  Grant during during As af
Grantees Date of grant Exercise price 2019 the period the penod 30 June 2019
R2019F RER R2019%
BERA REBH TEE 1RA18 RERE H k¥ 6A30R
Former Director and 4 November 2011 note 1,2 HK$7.967 1,350,697 - - 1,350,697
employee 2011411 R4H PEET -2 7.967% T
ﬁﬁ?&ﬁg
65,001,498 198,245,789 - 263,247 287
Vested at end 0 pemod 65,001,498 263,247,287
bl
Note: B 3E

1. On 24 May 2012, the Board passed a resolufion that these options
shall continue to be vested and be exercisable until the expiry of the
option period regardless of these grantees ceased to be a Director or an
employee of the Company.

2. The options were divided into three tranches exercisable from
4 November 2011, 4 November 2012 and 4 November 2013 to
3 November 2021.

3. The options were exercisable from @ June 2014 to 8 June 2024 (both
dates inclusive).

4. The options were exercisable from 26 June 2014 to 25 June 2024 [both

dates inclusive).

5. The options were exercisable from 12 January 2015 to 15 December

2024 (both dates inclusive).

6. The options were exercisable from 30 December 2014 to 18 December

2024 (both dates inclusive).

7. The opfions were exercisable from 23 November 2017 to 22 November
2027 (both dates inclusive)

8. The options were exercisable from 15 April 2019 to 14 April 2029
(both dates inclusive)

Q. The Company recorded the fair value of these share options as staff cost
in the income statement. The Company will record the nominal value of
the shares which is HK$0.01 per share issued pursuant to the exercise
price of the share options as additional share capital and the Company
will record the excess of the exercise price of the share options over
nominal value of the shares in its share premium account. Any share
opfions which has lapsed or been cancelled will be deducted from the
balance of the share options.
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(a)

(b)

Share Options Granted to a Director and
Employees of the Group

On 15 April 2019, 198,245,789 Share Options to subscribe
for up to a total of 198,245,789 ordinary shares of HK$0.01
each of the Company were granted fo certain Directors and
employees of the Group. The exercise price was HK$0.1172
per share, which was equal to the average closing price as
stated in the daily quotations sheets of the Stock Exchange for
five business days immediately preceding the dafe of grant. The
closing price on the date of grant was HK$0.1150 per share.

Fair Value of Share Options and Assumptions

The fair value of the Share Options granfed on 15 April 2019
was approximately RMB10,745,000, which was calculated
using the binomial option pricing model (the “Model”). The inputs
info the Model were as follows:

Date of grant 15 April 2019
Number of Share Options 198,245,789
Underlying stock price HK$0.1150
Strike price HK$0.1172
Expected volatility 77.84%
Exercise multiple 2.2 and 2.8
Risk-free rate 1.628%
Annualised dividend yield 0.00%

The Model was used fo estimate the fair values of the options.
The variables and assumptions used in computing the fair values
of the Share Options are based on the Direcfors’ best estimate.
Changes in variables and assumptions may result in changes in
the fair values of the Share Options.

(a)

(b)

Other Information
HhFHE

BFrEE—REEREENER
E

R2019F4A15R - AEEETEEREES
108,245,780t B IR #E - ARREE AR R A
&% A $£198,245 789K R EEOC.01#
TR EEBR -1TEEAERCI1728T
EREEREEARAEEEBRBRAN
BRBERMINZTFHRHE-RHE BN
W B RER0.1150E T -

BREAFERER
R2010FAR15ARHNBREALED
ABARY10,74500050 JThERA A
BEEEX (ZERXDFTE -ZEANEH
ANEWT:

RH A 2019F4H15H
FERESRA 198,245,789
MR B 1% 0.1150% T
BHIETS 0.1172% 7T
TEHDK IR 77 .84%
TR E 2.2%2.8
42 b A 1.628%
FER S M am=R 0.00%

ZRATI MRS B A A (E - AR
ERBRENOABZEARBRILDERE
EZRER -BELBRZEPDASEN
BRENAABELZC-
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

ARFESREREMZENEE

For the six months ended 30 June 2019 & E2019F6H308 1E7~E A

Six months ended 30 June

B Z6H30H LLAfEA
2019 2018
20194 20184
Notes RMB’000 RMB'000
Liks3 AR®T T ARET T
(unaudited) (unaudited)
(REEX) (RE&EZ)
REVENUE N 5 29,298 25 H &
Cost of sales fHE KA (24,930) (21,959)
Gross profit EF 4,368 3,154
Other income and gains N NS 6 11 152871
Selling and disfribution costs $HE R AR (688) (317)
Administrative expenses THREX (19,99¢) (18,636)
Impairment allowance of trade receivables, net & 2 W HIBREEE - F58 (3,193) -
(Loss)/gain on deregistration/disposal of BiEEMLERB AR
a subsidiary (E518) W (1,094) 882
OPERATING (LOSS)/PROFIT &E (FE) ORA (20,592) Q54
Finance cosfs B TS RAR % (14) (?)
(LOSS)/PROFIT BEFORE TAX BBiAT (A58, R (20,606) 945
Income tax PR 8 - -
(LOSS)/PROFIT FOR THE PERIOD i (f518) A 9 (20,600) 045
Other comprehensive income: Hofth 2 W 5
ltems that may be reclassified subsequently RZA[GE B D E R a Y
fo profit or loss: HE -
Exchange differences on translation of R EBINEBEED
foreign operations MENER 119 5\2:32
TOTAL COMPREHENSIVE (LOSS)/INCOME 72 R4 A 45 2 9
FOR THE PERIOD ATTRIBUTABLE TO 2H (F8) WE8H
OWNERS OF THE COMPANY (20,487) 6, V%
(Loss)/earnings per share (RMB cents): Bk (&E), BT
(AR¥D) :
—Basic and diluted —ERR#EE 10 (0.73) 0.03

The notes on pages 25 to 44 are an integral part of these condensed
consolidated interim financial statements.
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Condensed Consolidated Statement of Financial Position
EHGEaRERIR
As at 30 June 2019 R2019F6A30H

30 June 31 December

2019 2018
20194 20184
6H30H 12A31H
Notes RMB’000 RMB'000
B & AR® TR ARET T
(unaudited) (oudited)
(REER) (& #E=Z)
NON-CURRENT ASSETS IRBEE
Property, plant and equipment E RN E S 12 185,003 189,365
Infangible assets mEEE 43,732 43,732
Prepaid land lease payments B L E IR = 5258
Right of use asset FHREESE 3,023 -
Prepayment TRt RIE 51,330 51,642
283,088 285,992
CURRENT ASSETS REEE
Inventories & 363 369
Trade receivables 5 W IR 13 70,581 71,684
Prepayments, deposits and other receivables ENRIE e hE
th JE U IR 6,985 3,941
Cash and cash equivalents HeRREEEY 57,567 65,058
135,496 141,052
CURRENT LIABILITIES REBAE
Trade payables g 5 B RIE 14 2,155 1,814
Obligation under finance lease REHEAE - 233
Lease liabilities HEaE 1,023 -
Other payables and accruals H A e FIE K T B A 18,222 19,264
Provision for litigation SREAEE S 1,200 1,200
22,600 22 Sk
NET CURRENT ASSETS REBEETFE 112,896 118,541
TOTAL ASSETS LESS CURRENT LIABILITIES HEERRBERE 395,984 404,533
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Condensed Consolidated Statement of Financial Position
RGeS MBERAR
As at 30 June 2019 RR2019F6A30H

30 June 31 December

2019 2018
20194 20184
6H30H 12H31H
Notes RMB'000 RMB'000
B & ARMT T AREFIT
(unaudited) (oudited)
(REER) (& E=Z)
NON-CURRENT LIABILITIES kRBERE
Lease liabilities HEAaE 1,194 -
Provision for environmental rehabitation IR IMIE R 2,697 2,697
Deferred tax liabilities EERIEAE 608 608
4,499 3,305
NET ASSETS BEFE 391,485 401,228
EQUITY i
Equity attributable to owners of the Company 2 B H A ELEDR
Share capital & A 1’5 24,435 24,435
Reserves (] 367,050 376,793
Total squity T 391,485 401,228

The notes on pages 25 to 44 are an integral part of these condensed 258 448 2 M E B A B R A F B 5 &
consolidated interim financial statements. RZ—abme
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Condensed Consolidated Statement of Changes in Equity
LR a=g ¥ ] B S

For the six months ended 30 June 2019

B ZE2019F6A30H 1L/ A

Foreign
Share currency
Issued Share Capital  Contributed option franslation Retained Total
capital premium reserve reserve reserve reserve earnings equity
BEfT & X EON BRE  RE
B e 1 1 1 #E  REEN mEs
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTRL AREBTR ARETR ARBTT ARETT ARETL ARETR AREBTR
At 1 January 2018 (audited) R2018F1 A1R (&%) 24,435 221,144 & 14,480 25,115 [12,860) 137,551 409,865
Total comprehensive income BrzAkEeE
for the period (unaudited) (REER) = = = - - 5,232 945 6,177
At 30 June 2018 {unoudited) R2018%F6A30R
(REE%) 24,435 221,144 = 14,480 25,115 7,628) 138,496 416,042
At T January 2019 (audited) R2019F1 A8 (&%) 24,435 221,144 - 14,480 25,115 (2,227) 118,281 401,228
Total comprehensive income for BR2ERESESE
the period (unoudited) (REE%) - - - - - 119 (20,606) (20,487
Grant of share opfion Rt - = = = 10,744 = = 10,744
At 30 June 2019 (unaudited) ®2019F6A308
(RigE%) 24,435 221,144 - 14,480 35,859 (2,108) 97,675 391,485
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Condensed Consolidated Statement of Cash Flows

ARGESReRER

For the six months ended 30 June 2019

HZE2019F6H30H L7~ A A

For the six months ended 30 June

BE6A30RLAEA
2019 2018
20194 20184
RMB’000 RMB'000
AR®TR ARETT
(unaudited) (unaudited)
(REEX) (CREEZ)
NET CASH USED IN OPERATING ACTIVITIES RETHMARES TR (4,553) (29,187)
CASH FLOWS FROM INVESTING ACTIVITIES ®REZEMBHEERE
Purchase of property, plant and equipment BEVE BWER&R (3,214) (1,206)
Proceeds from disposal of property, HEYE  BE MRERFHRIA
plant and equipment 108 =
Inferest received S EYS) 1 =
NET CASH USED IN INVESTING ACTIVITIES REZBHFARETEE (3,105) (1,260)
CASH FLOWS FROM FINANCING ACTIVITIES BEEEBFMEBESRE
Proceeds from addition of lease liabilities Mg E A BEMNMEIIER 392 =
Repayments of lease liabilities BEHEAR (196) (182)
Repayment of inferestbearing loans EEFTEER = 5
Inferest paid ENRHE (14) (9)
NET CASH GENERATED/(USED IN) FROM MEFTHHME (A RLFHE
FINANCING ACTIVITIES 182 (191)
NET DECREASE IN CASH AND RERRESEYRLFE
CASH EQUIVALENTS (7,476) (30,644
CASH AND CASH EQUIVALENTS HORERREEEY
AT BEGINNING OF PERIOD 65,058 168,613
EFFECT OF FOREIGN EXCHANGE MEZE (15) 1,486
CASH AND CASH EQUIVALENTS BRASRREEEY
AT END OF PERIOD 57,567 139,455
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Notes to the Condensed Consolidated Interim Financial Statements

For the six months ended 30 June 2019

GENERAL INFORMATION

China Kingsfone Mining Holdings Limited (the “Company”] and
its subsidiaries (together the “Group”) were principally engaged
in the production and sale of marble and marble related products
mainly in China.

The Company was incorporated as an exempted company with
limited liability in the Cayman Islands under the Companies Law,
Chapter 22 (law 3 of 1961, as consolidated and revised) of
the Cayman Islands under the name of China Kingstone Mining
Holdings Limited on 29 March 2010 and changed its domicile
fo Bermuda with limited liability on 10 August 2016. The
registered office address of the Company is Canon’s Court, 22
Victoria Streef, Hamilion HM12, Bermuda. The principal place
of business of the Company in Hong Kong is located at Unit
14, 8/F., Seapower Tower, Concordia Plaza, No. 1 Science
Museum Road, Kowloon, Hong Kong.

These financial statements are presented in Chinese Renminbi
("RMB”), unless otherwise stated.

These condensed consolidated interim financial statements were
approved for issue by the Board of Directors on 28 August
2019.

BASIS OF PREPARATION

The unaudited condensed consolidated interim financial
statements for the six months ended 30 June 2019 (“Interim
Financial Statements”) have been prepared in accordance with
Infernational Accounting Standard 34 (“IAS 34") issued by the
Infernational Accounting Standards Board and the applicable
disclosure requirements of the Rules Governing the Llisting of
Securities on the Stock Exchange of Hong Kong Llimited (the
“listing Rules”).

The Inferim Financial Statements do not include all the
information and disclosures required in a full set of financial
statements, and should be read in conjunction with the Group's
annual consolidated financial statements for the year ended

31 December 2018 (“2018 Annual Report”).

iR & R M B R R
# 22019464300 1L 18 A

— R}
PREeABEREREBRAA ([RAAd]) R
HENBA AR (KB IAEE])=ZEFEK
EREORREAEEERMEEREE -

ARFR2010F3A20B IR EER 2B EE
BIEE228 A RE (1961 FEE 3 IEN - K47
EREF)EHERSUTRESAEREZER
ERAGMEHEAMKLAERRERA
A WH2016F8HI0ORBMEZEBRENA
RAREAGFE AAF e Mor=mitis
£ Canon’s Court, 22 Victoria Street, Hamilton
HM12, Bermuda e ARG R EBNEE S
XWEABABNENBEBREEESM
AEHERESEI4E -

BRBEAN BEMBREAPEARE
(TAR® 1) 251

REGRERE M B HwKR 2 N2019F8 A
BRBEESHAETIE-

B ZE2019F6H308 LB A 2 REEZ
BAKRE TR BRER ([FHYHHRK])
EREEREHEAEEERMOBEERS
AHERISE345E ([BIFR &t ERISE345% ] ) &
ERBARHMERARES EmAR ([ £
MARR) ZERRERERRE -

THIMBHRRL T RER R TR KR
RIIBZMBEMREE TREANKEE
E2018F12A31 B I FENFEHRA M
HR ([2018FF ) —HBIE -
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ESTIMATES

The preparation of the Interim Financial Statements in conformity
with IAS 34 requires management fo make judgments, estimates
and assumptions that affect the application of policies and
reported amounts of assets and liabilities, income and expenses
on a yearfodate basis. Actual results may differ from these
estimates.

In preparing the Interim Financial Statements, the significant
judgements made by management in applying the group's
accounting policies and the key sources of estimation uncerfainty
were the same as those that applied to the consolidated financial
statements for the year ended 31 December 2018.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The accounting policies and the methods of computation used
in the condensed consolidated financial statements for the six
months ended 30 June 2019 are the same as those followed in
the preparation of the Group's consolidated financial statements

for the year ended 31 December 2018.

Except for IFRS 16, leases, none of the developments have had
a material effect on how the Group's results and financial position
for the current or prior periods have been prepared or presented.
The Group has not applied any new standard or interpretation
that is not yet effective for the current accounting period.

IFRS 16 replaces IAS 17, leases, and the related interprefations,
IFRIC 4, Defermining whether an arrangement confains a lease,
SIC 15, Operating leases-incentives, and SIC 27, Evaluating the
subsfance of fransactions involving the legal form of a lease. It
infroduces a single accounting model for lessees, which requires
a lessee fo recognise a rightof-use asset and a lease liability for
all leases, except for leases that have a lease term of 12 months
or less (“shortterm leases”) and leases of low-value assets. The
lessor accounting requirements are brought forward from I1AS 17
substantially unchanged.

CHINA KINGSTONE MINING HOLDINGS LIMITED | INTERIM REPORT 2019
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Notes to the Condensed Consolidated Interim Financial Statements
AR S chHA M I MR EE

For the six months ended 30 June 2019

(CE)

185 B B 5 2 B S04 AR B ok ERE B B
®E EREAEHYERAEARKEE
BEREARLAEREE WRMAZZ
2 MECEZ HB - RERR BB ERE
B TEEER

RETHRHHRRE EEEREREES
ATBERE 2 ERHE REF T RERE
ZEERREBZE2018F12A31HILFE
2B BHRERMERE —B

B E R EOR

BE2019F6A30R LN A 2 EAEKEE
MBHRERAER T BRELFAET %
MRRAREEHZE2018F12A31HILEFE
ZIR AR MK BEE R -

BRERERELENFISREEIN HE
EAERHEAEERUEAZIAKERA
HRSCEE MENEXERTBRREEAN
FE o NSRBI KR T EE S5 HIRE
el R A L) R R SR R

B B 7% R 5 2 R 551 O5F BN B BR @ 5t %
AFV7REERAERE BREYHERS
REZESREBFRATERRHREGEEM
B AAlREZEenER SRR EHE -
BEMENREZEERERRNEY
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Notes to the Condensed Consolidated Interim Financial Statements

For the six months ended 30 June 2019

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

IFRS 16 also introduces additional qualitative and quantitative
disclosure requirements which aim to enable users of the financial
statements fo assess the effect that leases have on the financial
position, financial performance and cash flows of an entity.

The Group has initially opplied IFRS 16 as from 1 January
2019. The Group has elected to use the modified refrospective
approach and has therefore recognised the cumulative effect of
initial application as an adjustment to the opening balance of
equity at 1 January 2019. Comparative information has not been
restated and continues to be reported under IAS 17.

Further details of the nature and effect of the changes to previous
accounting policies and the transition options applied are sef out
below:

a. New definition of a lease

The change in the definition of a lease mainly relates to the
concept of confrol. IFRS 16 defines a lease on the basis
of whether a cusfomer confrols the use of an identified
asset for a period of time, which may be determined by
a defined amount of use. Control is conveyed where the
customer has both the right to direct the use of the identified
asset and fo obtain substantially all the economic benefits
from that use.

The Group applies the new definition of a lease in IFRS
16 only to contfracts that were enfered into or changed on
or affer 1 January 2019. For confracts entered into before
1 January 2019, the Group has used the transitional
practical expedient fo grandfather the previous assessment
of which existing arrangements are or contain leases.
Accordingly, confracts that were previously assessed as
leases under IAS 17 confinue to be accounted for as
leases under IFRS 16 and confracts previously assessed as
non-lease service arrangements continue to be accounted
for as executory contracts.

iR & R M B R R
# 22019464300 1L 18 A

4. FEEFHBORBEE a0

B % B 75 i 5 YE RIS 1 657 IR 5| ARR SN E
HEREEWRERT SHERMBRRERE
AHEHEHERNT BN BBRIRER

A= E B 488
ERENTE-

AEBEB2019F1 A1 BEERERBEEK
MBHREERNE 1O -AEEDEAKE
RIEWEA YRMBEREXAERANRETE
EREN2019F 1 A1 BBV AENH
B WBREMAKES ARERBEHR S
HRFEI7RER

BRABESHHRESNEEMTELMA
ERRERIEEENE—TFBHINWT

a. HENHER
HETENZH T BRITHEALS
BEH-BRYHEHREENFIOSRRE
EPREER —HERAZEHERAE
ENER(EHETEREETE)
MEBEELER - EXFAEET
ERAIEENREAREZ BT E
BRABORENDR BRTEAS
bR

BEREMEHRSENFICSRAEERN
MEREBFBRANAEER2019F1A
AR ZRATLHEENEGH AR
2019F1 A1 B ZATRI B KM S -
AEBECRABEEAIITHREE
NHeBHEBREHENRE LY
HB R Et - BRI RIEER &
AEREI 7R ERHEENSNESE
R B B 75 3R 15 R R 26 1 65 AR
REE - MEMFERIFRERE L
BEMARRIEEARIIRRERSL -
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Notes to the Condensed Consolidated Interim Financial Statements
AR S chHA M I MR EE

For the six months ended 30 June 2019 & ZE201

4.

QFOHA30R IE/E A

SUMMARY OF SIGNIFICANT ACCOUNTING 4. T HEEIBUEME «
POLICIES (Continued)

b.

Lessee accounting and transitional impact

IFRS 16 eliminates the requirement for a lessee to classify
leases as either operating leases or finance leases, as
was previously required by IAS 17. Instead, the Group
is required to capifalise all leases when it is the lessee,
including leases previously classified as operating leases
under IAS 17, other than those shortterm leases and leases
of low-value assets which are exempt. As far as the Group
is concerned, these newly capitalised leases are primarily
in relation to property, plant and equipment and land use

right.

At the date of transition to IFRS 16 (i.e. 1 January 2019,
the Group detfermined the length of the remaining lease
terms and measured the lease liabilities for the leases
previously classified as operating leases at the present
value of the remaining lease payments, discounted using
the relevant incremental borrowing rates at 1 January
2019. The weighted average of the incremental borrowing
rates uses for determination of the present value of the

remaining lease payments was 5.25%

To ease the transition to IFRS 16, the Group applied the
following recognition exemption and practical expedients
at the date of initial application of IFRS 16:

[}  the Group elected not to apply the requirements
of IFRS 16 in respect of the recognition of lease
liabilities and rightofuse assets to leases for which
the remaining lease term ends within 12 months from
the date of initial application of IFRS 16, i.e. where
the lease term ends on or before 31 December

2019;

[i)  when measuring the lease liabilities at the date of
initial application of IFRS 16, the Group applied
a single discount rate fo a porffolio of leases with
reasonably similar characteristics; and
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Notes to the Condensed Consolidated Interim Financial Statements
RGeS BRI
For the six months ended 30 June 2019 EH ZE2019F6H30B 1E7~E A

4. SUMMARY OF SIGNIFICANT ACCOUNTING 4. EEG=BUREE
POLICIES (Continued)

b. Lessee accounting and transitional impact b. FEASTREERBEXZEw

(Continued)

[ii}  when measuring the rightofuse assefs at the date of lii) EFFER Y6 E R BB %R
initial application of IFRS 16, the Group relied on the FEANFISKREAZEAEE
previous assessment for onerous confract provisions ER AEEKBEELEAN2018
as at 31 December 2018 as an alternative to FI2ANEHEESNKRXIE
performing an impairment review. el WBERETRES

B

The following table reconciles the operating lease TR E3IS () A WE 2R

commitments as disclosed in note 35(a) as at 31 December 2018F12A31H 2 & &R EAEHE

2018 to the opening balance for lease liabilities R19F1A AR ZEEREN

recognised as at 1 January 2019. NiEsRZ HER o

1 January
2019
2019%
1THA1H
RMB'000
ARETT
Operating lease commitments M2018F12A318 2
at 31 December 2018 REHE A 2,060
Less: commitments relating fo leases B BB E M HEASE:
exempt from capitalisation: —Shorterm lease —HR2019F6HA30B 3k
which is early terminate on ZHIRFRIENEREE
or before 30 June 2019 (2,060)
Total lease liabilities recognised R2019F1 A1 BRERZ
at 1 January 2019 HEREBERR =

The right-ofuse assets in relation to leases previously HENSBRKEMEZHERM
classified as operating leases have been recognised at an EREEEEKREENRAEEERE
amount equal fo the amount recognised for the remaining EHEReE s mER  WLN2018
lease liabilities, adjusted by the amount of any prepaid or FI2ANAMBARKER 2 HER
accrued lease payments relafing fo that lease recognised in Bz BN A HEN R FEIE
the statement of financial position at 31 December 2018. HEE -

TEHESAREZRERAT | 2010 FH®RE 29
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Notes to the Condensed Consolidated Interim Financial Statements

AR S R 5 IR RO

For the six months ended 30 June 2019

EZE2019F6A30H L7 A A

4. SUMMARY OF SIGNIFICANT ACCOUNTING 4. T HEEI BUEME «

POI.'C [ ES (Continued)

b. Lessee accounting and transitional impact

(Continued)

So far as the impact of the adoption of IFRS 16 on leases
previously classified as finance leases is concerned, the
Group is not required to make any adjusiments at the
date of inifial application of IFRS 16, other than changing
the captions for the balances. Accordingly, instead of
“obligations under finance leases”, these amounts are
included within “lease liabilities”, and the depreciated
carrying amount of the corresponding leased assets is
identified as rightof-use assefs. There is no impact on the

opening balance of equity.

The following fable summarises the impacts of the adoption

of IFRS 16 on the Group's consolidated statement of

financial position:

Carrying amount
at 31 December

b.

Capitalisation of

AEASTEERBESE @

Sh BRI B 7% i 5 22 RIS 1 057 3 5
AOBAMEHEZHENTEMS
FRIFERERARAIN AREBAR
BREABERVBREENFIONE
BEREMBE At 2FSRL
A TREREANE ] maEFATHE
EREIAN - HEEEEENTER
EEERSEREEE LY EEHN
HUGEHRTBZE -

SR A R A B R B S R e ZE B
MEAREGREMBRRAKRZEE

Reclassification
of lease
prepayments and
obligation under

Carrying amount
at 1 January

2018 operating lease finance lease 2019
R2018%124 EFNSEHE 20195
31BM KEHE BRRER 1R1HI
REE ¥4 MEHERE REE
RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT AREF AREF
line items in the consolidated XEMNER B RE
statement of financial position LRE 1R EH
impacted by the adoption FaFBRR KA
of IFRS 16: BEE:
Rightof-use assefs FRERE = = 1,253 1,253
lease prepayments HBERMNZE 1,253 - (1,253) -
Total non-current assets *RBDEELRE 285,992 - - 285,992
Total current assets RBEELE 141,052 - - 141,052
Lease liabilities (current) HERE (RE) = = 258 233
Obligation under finance BEBERE (RE)
lease (current] 233 - (233) -
Current liabilities hBaE 22,511 - - 22,511
Net current assets RBEEFE 118,541 = = 118,541
Total assets less current liabilities BEERRDAER 404,533 = — 404,533
lease liabilities {non-current) HEBE (ERE) — = 201 201
Obligation under finance BEMERE (FRE)
lease [non-current) 201 - (201) -
Total non-current liabilities FRBEELAE 3,305 - - 3,305
Net assets BEFE 401,228 = 1 401,228
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Notes to the Condensed Consolidated Interim Financial Statements

For the six months ended 30 June 2019

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

c. Impact on the financial result, segment results
and cash flows of the Group

After the initial recognition of rightof-use assets and lease
liabilities as at 1 January 2019, the Group as a lessee
is required to recognise interest expense accrued on
the outstanding balance of the lease liability, and the
depreciation of the rightof-use asset, instead of the previous
policy of recognising rental expenses incurred under
operating leases on a straightline basis over the lease
term. This results in a positive impact on the reported profit
from operations in the Group's consolidated statement of
comprehensive income, as compared fo the results if IAS
17 had been applied during the year.

In the cash flow statement, the Group as a lessee is
required to split rentals paid under capitalised leases info
their capital element and interest element. These elements
are classified as financing cash outflows, similar to how
leases previously classified as finance leases under I1AS 17
were freated, rather than as operafing cash outflows, as
was the case for operafing leases under IAS 17. Although
tofal cash flows are unaffected, the adoption of IFRS 16
therefore results in a significant change in presentation of
cash flows within the cash flow statement.

REVENUE AND OPERATING SEGMENT
INFORMATION

Revenue represents the nef invoiced value of goods sold, net of
trade discounts and returns.

The Group's revenue and confribution to profit were mainly
derived from its sale of marble and marble related products,
which is regarded as a single reporfable segment in a manner
consistent with the way in which information is reported infernally
to the Group's senior management for purposes of resource
allocation and performance assessment. In addition, the principal
assets employed by the Group are located in Sichuan Province,
the PRC.

Accordingly, no segment analysis is presented other than
entity-wide disclosures.

AR S PR M B R RN EE
BZE201966 8308 1EAMEA

4. FEHEEEBORBE w0
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EIrmzE-

RREREXRA AEE (EREH
NEARENMCBEMXNOBEE D
REZHWO RHNBED  ZFHLOD
ERARER AL (BARREER
SRR RARERENH
EZMOREL) MIERLERENR
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Notes to the Condensed Consolidated Interim Financial Statements
G A RSB R
For the six months ended 30 June 2019 E ZE2019F6A30H [E/~1E A

5. REVENUE AND OPERATING SEGMENT 5. UK ARG R @0
|NFORMAT|ON (Continued)

Entity-wide disclosures EEESBRE
Information about products EREESZHEN
The following table sets forth the total revenue from external TREJBANRERE D KBIBEFH
cusfomers by product and the percentage of total revenue during AR AE WA B DL :
the period:
Six months ended 30 June
BZE6A30BLAEA
2019 2018
20194 20184
RMB’'000 RMB'000
AR¥TR % AREBTRT %
(unaudited) (unaudited)
(RRER) (REER)
Marble slags REBABEE 13,635 47 5,071 20
Marble slabs RKERAIRM 15,663 53 20,042 80
29,298 100 239, I8 100
6. OTHER INCOME AND GAINS 6. At KW ak
Six months ended 30 June
B ZE6A30RLAEA
2019 2018
2019% 20184
RMB’000 RMB'000
AR¥TR ARETT
(unaudited) (unaudited)

(REERK) CREFEZ)

Bank interest income RITHBMA 1 1
Miscellaneous i3] 10 170
Reversal of provision for litigation FARERD - 15,700

11 15,871
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RGeS BRI
For the six months ended 30 June 2019 EH ZE2019F6H30B 1E7~E A

7. FINANCE COSTS 7. WERA
Six months ended 30 June
BZE6A30HLLAEA
2019 2018
2019% 20184
RMB’000 RMB'000
AR¥T T AREFT
(unaudited) {unaudited)
(REEXK) (REER)
Finance leases charges MEHEER 14 9
14 Q
8. INCOME TAX 8. Pt
Six months ended 30 June
BZESA30RLLAMEA
2019 2018
20194 20184
RMB’000 RMB'000
ARBTR ARET T
(unaudited) {unaudited)
(REEX) (REER)
Current tax BN EAFR I8 - =
Deferred tax R IR - =
Under the law of the PRC on Enterprise Income Tax (the “EIT BEFBREEMSHE (TREABTOR])
law”) and Implementation Regulation of the EIT law, the tax rate REEMRBREBRBRD ARBRFEZ
of subsidiaries of the Company in the PRC is 25% for the six Bt A Bl R B E2019% K 20185F6A30H
months ended 30 June 2019 and 2018. ERBAZBERB25% -
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Notes to the Condensed Consolidated Interim Financial Statements
G A RSB R
For the six months ended 30 June 2019 E ZE2019F6A30H [E/~1E A

9. (LOSS)/PROFIT FOR THE PERIOD 9. Wi (E#H)  HA
The Group's (loss)/profit for the period is arrived at after AEBEZHA (BE) BAEMBRUTE
charging: A

Six months ended 30 June

B Z6H30H LLA<fEA
2019 2018
2019% 20184
RMB’000 RMB'000
ARBTR ARET T
(unaudited) (unaudited)

(REEK) CREFEZ)

Amortisation of intangible assets B EERE - 18
Depreciation of items of property, ME BEIREEBNE
plant and equipment 6,029 6,241
Loss on disposal of property, HEME HELRREZER
plant and equipment 426 2,052
Share option expenses B AR 2 10,745 =
10. (LOSS)/EARNINGS PER SHARE 10. BB (BEHH) #A
(a) Basic (loss)/earnings per share (o) BREX (FR) BA
The calculation of basic (loss)/earnings per share RAEHE AEEERER (B18)
attributable to owners of the Company is based on a loss B TSIRBEE2019F6H30H IEX
of approximately RMB20,606,000 attributable fo owners BRAZARRARERARGEBEHAR
of the Company for the six months ended 30 June 2019 #20,6006,0007T (#H £2018%F 6830
[six months ended 30 June 2018: a profit of approximately BIEAEA &F 4 AREES45 000
RMB945,000) and the weighted average number of T0) MEAA B BT B BRI T 5 B
2,832,083,000 (six months ended 30 June 2018: 2,832,083,000/% (# =2018F6 A
2,832,083,000) ordinary shares in issue during the 30H IE75f@ A : 2,832,083,0008%)
period. AE/H-
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RGeS BRI
For the six months ended 30 June 2019 EH ZE2019F6H30B 1E7~E A

10. (LOSS)/EARNINGS PER SHARE (confinued) 10. Bk (BR) &BH @
(b) Diluted (loss)/earnings per share b) BR#BE (&HE) BF

The calculation of diluted loss per share had not taken SEEREE BRI B RERRNE
info consideration the assumed exercise of the Company's Z2019F6A30B IEANARITEALR
outstanding share options during the six months ended AR ARITEZBRE AEHTRE
30 June 2019 as it had an anti-dilutive effect on the basic REBEAREERR -

loss per share.

Diluted earnings per share for the six months ended B ZE20185F6HA30R LN A A 2 B
30 June 2018 was the same as the basic earnings per BEBEEGRERNRFER 1Ty
share because the computation of diluted earnings per BN ESREER PN BERERTE
share did not assume the exercises of the Company's KRR ZMAITEBRE RERH
outstanding share options as the exercise price of the share B ETREBRBERRTIOTE-

option exceeded the average market price of ordinary
shares during the period.

11. DIVIDEND 11. BB
The Directors do not recommend the payment of any dividend for EFWTEZEREZE20195F K2018F6 A
each of the six months ended 30 June 2019 and 2018. 30H IE7NE A & SRR ERARE -

12. PROPERTY, PLANT AND EQUIPMENT 12. W2 - W S i s
During the six months ended 30 June 2019, the Group acquired B E20195F6A30R IERAR - AEE U HE
plant and machinery at a cost of RMB3,214,000 (2018: Plant A B ANRES 214,0007T 2 K E K i 25
and machinery af a cost of RMB1,266,000). (2018F : AN B AR 266,0007T 2 K

B
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G A RSB R
For the six months ended 30 June 2019 E ZE2019F6A30H [E/~1E A

13. TRADE RECEIVABLES 13. & 5 Wk IE

30 June 31 December
2019 2018
2019%F 20184
6H30H 12A31H
RMB’000 RMB'000
AR¥T T ARBFT
(unaudited) (audited)
(REERZ) (fe&%)
Trade receivables 2 5 W EIE 184,956 182,782
less: impairment B E (114,375) (111,098)
70,581 71,684

An aged analysis of trade receivables, as at the end of the
reporting periods based on the goods delivery date, and net of

impairments, is as follows:

RESHR REBEEMIMNAH BHEK
R (B INBRRE) R BRER D AT LA T -

30 June 31 December

2019 2018

20194 20184

6H30H 12HA31H

RMB’000 RMB'000

ARETR ARBTT

(unaudited) (audited)

(REER) (f&EZ)

0 to 90 days 0=90H 2,893 2,878
91 to 180 days Q12 180H 15,963 33,060
181 to 365 days 181E2365H 34,914 16,632
Over 1 year BN 16,811 19,114
70,581 71,684
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RGeS BRI
For the six months ended 30 June 2019 EH ZE2019F6H30B 1E7~E A

13. TRADE RECEIVABLES (Confinved) 13. ® 5 BEHBGKIH a0
Reconciliation of allowance for trade receivables: B S EWGRIE BRI T -

30 June 31 December

2019 2018

20194 20184

6H30H 12R31R

RMB’000 RMB'000

AR®T T AREFT

(unaudited) (oudited)

(REER) (R&EZ)

At beginning of period/year RE &4 111,098 102,791

Allowance for the period/year BB 3,552 8,307

Amount recovered during the period REFN B H & &8 (336) -

Exchange realignment b 5 R 61 =

At end of period/year REFE R 114,375 111,098

The Group's trading terms with its customers are mainly on credit. AEBEEEZFPNESBRREZREET

The credit period is generally three month. The Group seeks to R o AN EEORE H H AR B RIBE

mainfain sfrict control over ifs oufstanding receivables to minimise BIREHIAREREEERR B 5 EBER
credit risk. Trade receivables are non-interest-bearing. AR TE R

As at 30 June 2019, included in trade receivables R2019F6A308  E 5 EIWKIBERE

past due but not impaired were trade receivable of EEf HEHRKRENE S EERFEY

approximately RMB10,352,000 (as at 31 December 2018: 10,352,0007t (R2018F12A31H: AR

RMB10,352,000) secured by certain properties in the PRC as #10,352,0007C) * AR THEMEELE

collateral. e
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G A RSB R
For the six months ended 30 June 2019 E ZE2019F6A30H [E/~1E A

14. TRADE PAYABLES 14. B 5 AT 30H
Trade payables are non-interestbearing and are normally settled B HRMNFIETH SR —MRNOOB RER -
in 90 days. An aged andlysis of trade payables, based on the RIFHZEH 5 RN FENREK TN
invoice date, is as follows: A¥e

30 June 31 December

2019 2018
2019% 20184
6HA30H 12A31H
RMB’000 RMB'000
AR¥®TR ARBTT
(unaudited) (audited)
(REEX) (REZ)
0 to 60 days 0Z60H 1,985 19769
61 to 120 days 61&2120H - =
121 to 180 days 1212180H - =
Over 180 days 1808 A+ 170 49
2,155 1,814
15. SHARE CAPITAL 15. A

Number of

Ordinary shares of HK$0.01 shares
‘000 RMB'000

BREEC.O1B T EimAR Pin 8B
TR ARETT

At 1 January 2018 and M2018F1A1B K
31 December 2018, 20185 12A31H 20191 A1H

at 1 January 2019 and 30 June 2019 %2019 6A30H 2,832,083 24,435
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RGeS BRI
For the six months ended 30 June 2019 EH ZE2019F6H30B 1E7~E A

16. SHARE OPTION SCHEME 16. Ji foe e 1 5
2011 Option Scheme 201 1 B IR et &1
The Company has adopted a share option scheme (the “2011 RRAFR201 151 B24R R — A B R #E
Option Scheme”) on 24 January 2011 for the purpose of giving FTEI(T201 1 Bk MERTEI]) - B REATH
its employees, directors, advisers, consultants and business BE ZBE B BAANEBZHES
pariners an opportunity to have a personal stake in the Company RARRER EARR  WHBRERAE
and help motivate them to optimize their future performance and ARRBERKER KB EERENER
efficiency and/or to reward them for their past contributions, fo MR EVEL 2R WRSIFMIEBZEZERR
aftract and retain or otherwise maintain on going relationships AHEEEEACR /REER B ATHE
with such employees, advisers, consultants and business partners BRRARARNKRIR ERAKIHOES -
who are significant to and/or whose confributions are or will A~ KA TISE RS R HE ok DA B At 77 = B AR
be beneficial to the performance, growth or success of the SHFHERR-
Company.
The following share options were outstanding under the 2011 RIREEA - BIE201 1 F B AR HERT 8 4 K
Option Scheme during the reporting period: TR BEARENT
30 June 2019 31 December 2018
20194 6A30H 20185 12H31H
Weighted Weighted
average average
exercise exercise
price  Number of price Number of
per share options per share options
R nE FhntE
FHTEE BRERE FOHTEE BREHE
HK$ ‘000 HK$ ‘000
BT TR BT T
At beginning of reporting period ¥ EAH 0.66 65,002 0.66 65,002
Granted during the year FAKRL 0.1172 198,246 = =
lapsed during the year FARKRK - - = =
Outstanding at end of RS BAR AT
reporting period 0.25 263,248 = =
Exercisable at end of RIERAITRE
reporting period 0.25 263,248 0.66 65,002
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G A RSB R
For the six months ended 30 June 2019 E ZE2019F6A30H [E/~1E A

16. SHARE OPTION SCHEME (confinued) 16. 1 I o 3 (a0
2011 Option Scheme (confinued 201 T EF BB PR B 1 21 (w00
The exercise price and exercise period of those share options R2018E6H30R K201746128318 » %
outstanding under the 2011 Option Scheme as at 30 June 2018 L2011 FERERTEIE N M RTTERE
and 31 December 2017 are as follows: PRAERITEEMITEIMT :
Number  Exercise price
of options per share  Exercise period
BRERE BROTEE TES

'000 HK$

TR BT
At 30 June 2019 1,891 7.97  Three franches in proportion of 50%, 25% and
K2019F6H30H 25% exercisable form 4 November 2011,

4 November 2012 and 4 November 2013 to

3 November 2021, respectively.

R50% 25%R25%ILL Bl E=HE - H BB
2011411848 201211 A48 %20134F11
RAB#ZE2021F11A3H L] FI76E -

3,464 1.74  From 26 June 2014 to 25 June 2024
B2014F6H26B £ E2024F6H25H 1k

3,290 1.74  From 9 June 2014 to 8 June 2024
B2014F6A9R B E2024F6H8R Ik

4,849 1.63  From 30 December 2014 to 18 December 2024

15,230,769 options offered may be exercised on
or after 30 December 2014; and 30,461,539
opfions offered may be exercised on or affer

19 December 2015.

H2014F 123308 #£22024F12818H Lt -
FHE915,230,76910 BERR#E T 1A20144F 12 A
302 &TTE R H30,461,53917 i ik i
A R2015F 12 A 198 sk 2 B 1T1E

4,848 1.65  From 12 January 2015 to 15 December 2024
BH2015F 11288 E2024F12A8158 1k
47,200 0.0972  From 23 November 2017 to 22 November 202/
BH2017F 11 A2388=2027F11 8228 1
108,246 0.1172  From 15 April 2019 to 14 April 2029

B2019F4 1508 E2029F4A 148 1k
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For the six months ended 30 June 2019

16. SHARE OPTION SCHEME (continved)
2011 Option Scheme (confinved)

AR & h M IR R i
BZ201946A 308 1E< 18 A

16. i B RE 513 a0
201 1 EEREE @

Number  Exercise price
of options per share  Exercise period
BREHKAR BRTEE THEH
‘000 HK$
T BT
At 31 December 2018 3151 7.97  Three franches in proportion of 50%, 25% and
R2018F12831H 25% exercisable form 4 November 2011,
4 November 2012 and 4 November 2013 to
3 November 2021, respectively.
B50% - 25% K 25%M L Bl E=4Ht D RIB
2011411848 2012911 A48 X2013411
AA4BRE2021F11A3B IEA] F17{F -
3,464 1.74  From 26 June 2014 to 25 June 2024
B2014F6A268 B E2024F6A258 1k
3,290 1.74  From 9 June 2014 to 8 June 2024
B2014F6H9R B E2024F6H8R IE
4,849 1.63  From 19 December 2014 to 18 December 2024
12,000,000 options offered may be exercised on
or after 19 December 2014; and 24,000,000
options offered may be exercised on or affer
19 December 2015.
B2014F 1281988 E2024F12/818H 1k -
B HAY12,000,00015 BERRAE AT R 2014412 B
19R 82 %771 : RI% L #924,000,00017 B A%
A R2015F 121985 2 &1T1F -
4,848 1.65  From 12 January 2015 to 15 December 2024
B2015F 1 A128#£E2024F 128158 1k
47,200 0.0972  From 23 November 2017 to 22 November 2027

No share options were granted during the six months ended

30 June 2018 and 2019.

82017411 A23B £ E2027F11A228 1k

RBLZE2018%F R2019F6A30R IE/XE A
I B AR R A A
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AR S chHA M I MR EE

For the six months ended 30 June 2019

(a)

EZE2019F6A30H L7 A A

18. LITIGATIONS

17. RELATED PARTY TRANSACTIONS 17. BT 52 5
During the six months ended 30 June 2019, the Group had the REE2019F6A30B ILRNEA - REE R
following material tfransaction with related parties: BERTBEUNTEARS:

Key Management Compensation (o) FEEEEME

For the six months ended 30 June
B Z6H30H LLARfEA
2019 2018
2019% 20184
RMB’000 RMB'000
AR®T T ARETT
(unaudited) {unaudited)
(REER) (REER)
Salaries, wages and other benefits He ITEREMEF 618 1,425
18. FFiik

On 13 May 2015, the Company entered info an ) M2015%F58138B A FHEHAH

(al

underwriting agreement with Royal Moon International
Limited (“Royal Moon”) for raising approximately
HK$121 million by way of open offer on the basis of
one offer Shares for every two existing Shares. Under
the underwriting obligation, Royal Moon has paid funds
of HK$66.85 million for 668,040,194 Shares to the
Company through its financier, Zhangtai International
Wealth Management Limited (the "Plaintiff’), however,
as a result of a Hong Kong Court decision dafed 3 July
2015, Royal Moon, under the underwriting obligation,
only had to subscribe 54,577,056 Shares at the price of
HK$5.5 million. As such, this left a balance of the funds
of HK$61.4 million in the open offer bank account of the
Company. The Company refurned the balance of fund to
Royal Moon on 7 July 2015.

On 22 August 2018, the High Court of Hong Kong
Special Administrative Region ["High Court’] handed
down a judgement to dismiss the application for summary
judgment from the Plaintiff for a claim that the Company is
liable to account to the Plaintiff for wrongfully returning the
balance of fund of approximately HK$61.4 million from
the open offer bank account of the Company to Royal
Moon on the ground of the alleged breach of trust and/or
breach of equitable/fiduciary duties.
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Notes to the Condensed Consolidated Interim Financial Statements

For the six months ended 30 June 2019

18. LlTlGATIONS (Continued)

(al

(b)

(continued)

The Plaintiff is claiming for equitable compensation and/or
damages, and/or account of profits on the ground of the
Company's breach of trust, together with an order to pay
to the Plaintiff such sum as may be found due or payable,
including relevant interests and costs. The Plaintiff is also
seeking for a declaration that the Company is liable to
account to the Plaintiff for the balance of the fund in the
open offer account of the Company or such other sum as
the Court thinks fit on the ground of its breach of trust.

The Company considered no provision made for the case
as this proceeding is still at its early stage. This litigation
case is sfill in progress.

On 8 August 2018, the Company received a writ of
summons (the "Writ") issued in the Court of First Instance
of the High Court of Hong Kong under Commercial List
Action No. 5 of 2018 (the “Action”) by Mr. Li Jiaju (the
"Plaintiff’) against Kinwin International Investment Llimited
(the “1st Defendant’), a company wholly owned by a
former director of the Company, the Company (the “2nd
Defendont”) and the former director of the Compon\/ (The
“3rd Defendant’), in relation to a claim for the sum of
approximately HK$23.7 million plus inferest and costs
against the 1st Defendant or alternatively, a claim for a sum
of approximately HK$21.2 million plus interest and costs
against the Company or alternatively a claim for the sum
owned by the 1st Defendant against the 3rd Defendant,
pursuant fo a loan agreement between the Plaintiff and
the 1st Defendant and an alleged deed of assignment that
was executed between the Plaintiff, 1st Defendant, the 2nd
Defendant.

The Company considered no provision made for the case
as this proceeding is sfill af its early stage. The litigation
case is still in progress.

iR & R M B R R
# 22019464300 1L 18 A

18. #Fik @

(a)

(b)

(%)

REXTR BARRERER RE
ERIEFEAMEL RIESHKE
R/HZEFE L RESFSRSEK
ARBRREX N REHRRE R E H
SN T BRI E KA
RENMSK-HER RR-ARAE
BEERARARAHABERPTNES
REBRIERENRARFEREEMRA
REENAREMERNREFEER
%

ARARBRBBARURIELBE R
E AR AP RN FH - NFRDAE
#EiTH e

R2018F8H8H AR AIEEFREN
FAE(TRE])RE2018F X A5
RAAFSH (TR REFB R FER
RevEEI HEBERRRERRAR
(IF—®E| —HHEARBAEE
E2EBERZLR) ARA([E=
BEDRARAMEESE ([F=K
EHEANERSK (TSR] AR
ERARBEREEE-—WETLIER
HEMRERE RS F_RER
V- EBEERERE RN HE
— ¥ & 8 4923,700,0007 T 5 H A
BEMARZBR REFHHARANEL
21,200,000 7T 5 I B R A AR 2
AR REHE=WENFRE W
EREBEZHR

ARTRABBERURELRE R
RAUFADEREH AFRNE
(T -
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Notes to the Condensed Consolidated Interim Financial Statements
SR G e R M SRR

For the six months ended 30 June 2019

18. LITIGATIONS (Continued)

(c)

On 12 March 2019, the Company received a nofification
of proceeding served by Guangzhou City Huangpu district
People's Court pursuant to which Mr. Caiyou [the “Plaintiff’)
commenced a legal proceedings against Sichuan Jinshida
[a wholly-owned subsidiary of the Company) (the “1st
Defendant”), Kingstone Guangzhou, (the “2nd Defendant”)
and other, due to the disputes of an agreement dated
9 August 2013 for assignment of loan between Sichuan
Jinshida [as assignor)] Mr. Cao You (“Mr. Cao”’) (as
assignee)] and Guangdong Huaxia Financial Guarantee
Co., los guarantor of the assignment agreement) pursuant
fo which Sichuan Jinshida has agreed to assign and
Mr. Cai has agreed to accept Sichuan Jinshida's rights,
tile, interest and benefits in and to the loan at a tofal
consideration of RMB40,000,000.

Pursuant to the civil complaint, the plainfiff claims against
Sichuan Jinshida and other defendants (i) to rescind the
assignment agreement and an alleged supplemental
agreement, (ii) to return the deposit and part of
consideration in amount of RMB8.0 million in aggregate,
[iii) to pay compensation of RMB5.0 million.

A provision for litigation of RMB1.2 million regarding this
case was made in previous year. The litigation case is in
progress.
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