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Financial Highlights

MBR/E
Six months ended
BEELUTHMIEAER
30 June 30 June
2019 2018
—E-hE —E-N\F
~NA=+H ~NA=TH
RMB’000 RMB’000 % change
ARETFT AREFT (%)
Revenue g 164,115 226,142 (27.4)%
Gross profit SV 43,864 47,812 (8.3)%
(Loss)/Profit for period AARERZEAA
attributable to the equity FEfE AR (B518)
holders of the Company i ) (3,368) 10,412 (132.3)%
Gross profit margin EH = 26.7% 21.1% 5.6%
Net (loss)/profit margin (FE8R) /7= (2.1)% 4.6% (6.7)%
(Loss)/Earnings per share FR(ER),/ B
— basic (RMB cents) —BEERANRES) (0.38) 1.24 (130.6)%
— diluted (RMB cents) —BEANREKS) (0.38) 1.24 (130.6)%
As at As at
30 June 31 December
2019 2018
RZZE—NE
R-E—NE +=A
A~NB=+H Sari=
RMB’000 RMB’000 % change
AR®TTT AR Fr ZE(%)
Total assets BEE 646,855 590,379 9.6%
Total liabilities waffE 157,987 97,870 61.4%
Equity attributable to equity A THEZHE A
holders of the Company FEih s 488,868 492,509 0.7)%
Bank balances and cash RITHEBEAS 70,256 75,417 (6.8)%
Current ratio NIEIN 96.2% 131.3% (35.1)%
Gearing ratio EEBGBLE 21.5% 14.1% 7.4%

China Partytime Culture Holdings Limited

4

FEIRH L EBRFRAT



Directors’ Business Review and Management Discussion and Analysis
EFESOREEREFRR 7

BUSINESS REVIEW

The Group is principally engaged in design, develop,
produce, sell and market cosplay products (including
cosplay costumes and cosplay wigs) and noncosplay
apparels including mainly sexy lingerie. Our products
are principally for export sales to more than 30
countries and regions around the globe including
mainly the US, Germany, the UK and Australia.

EBOE

AEBEIENERS FE - L£E  #
EREHBENEER(BFEAGCH R
R AEHERE) MIEAEDER
HM(E2EEMERAKX) KMNEMRE
EHAHEEZHI0Z AR KME -
TERREXE BE - REREM -

BPMEBAE s AREEZER - 8]
ARBERE (TCMS)) 27 R R G hs &Y
HE([OBM]) ¥7

Our business can be classified into two major
categories, namely Contract Manufacturing Service
(“CMS”) business and Original Brand Manufacturing
(“OBM”) business.

Six months ended 30 June
BEXA=TALREA

2019 2018 Increase

“E-0E “E-N\% (decrease) of

Revenue Revenue revenue

K& s WHEM(RD)

RMB'000 % of total RMB000 % of total  (approximate %)

ARRFT HBHEESL AREFT (EEESH  (BOBEHT)

CMS business CMS£7% 109,758 66.9% 154,125 68.2% (28.8)%
0BM business OBMZ % 54,357 33.1% 72,017 31.8% (24.5)%
Total @i 164,115 100.0% 226,142 100.0% (27.8)%

DRERFERSBHISHWS
Six months ended 30 June
BEXAZTALREA

Revenue by operating and reportahle segments

2019 2018 Increase

—Z-n% —E-)\E (decrease)

Revenue Revenue of revenue

& Yoz WaEmiasd)

RMB'000 % of total RMB000 % of fotal  (approximate %)

ARBTE REEIL AREFT (EEEAE  (BOEHL)

Wigs RE 60,875 31.1% 91,545 40.5% (33.5)%

Clothing and others REREM 103,240 62.9% 134,597 59.5% (23.3)%

Total @zt 164,115 100.0% 226,142 100.0% (27.4)%
Interim Report 2019 5 ZE—hERHRE



Directors’ Business Review and Management Discussion and Analysis

EERGORRETERMNRR S

Loss attributable to the equity holders of the Company
for the six months ended 30 June 2019 amounted to
approximately RMB3.4 million as compared with a
profit attributable to equity holders of the Company
of approximately RMB10.5 million for the six months
ended 30 June 2018. The Board considers that the
aforesaid turnaround from profit to loss position
was primarily attributable to the impairment loss
recognized on property, plant and equipment of
the Group as a result of the significant drop in
the turnover under the prolonged trade disputes
between China and the US and the uncertainty of the
outcomes of the Sino-American trade negotiation.

BUSINESS PROSPECTS

In view of the trade dispute between China and the
US and the turndown of the market situation, it is
expected that the global economy for the second
half of 2019 will be slowed down. Looking forward
to the ensuing months of this financial year, the
performance of the Group is vulnerable to the
outcomes of the Sino-American trade negotiation. If
mutually acceptable solutions could be found, the
business environment is expected to be normalized
for the Group’s business whose major markets were
in US and other countries in Europe.

To face the current complex business situation,
we will endeavor to diversify our business and
broaden our revenue stream by cooperation with
other intellectual property right owners. We will
also proceed to mergers and acquisition, industrial
integration and business expansion. The Group will
continue to evaluate and seek target companies
which have investment value and which can generate
synergies with our businesses within the industry and
along the industry chain, with the aim of bringing
greater return to shareholders while expanding its
business and revenue streams.

China Partytime Culture Holdings Limited 6
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Directors’ Business Review and Management Discussion and Analysis
EEXBORRTERM ARSI

FINANCIAL REVIEW B 35 B8

Revenue and gross profit margin KWarEFE

Six months ended 30 June
BEXAZTHLERER

2019 2018
ZZ-0E —2-)\%
Gross Profit Gross Profit Revenue %
Revenue margin Revenue margin change
(1§ B s ek B#HE8%
RMB’ 000 % RMB'000 % %
ARBFT %  AREFT % %
CMS husiness CMSEH
Cosplay costumes BEHERSD 48,569 21.6% 72,857 20.2% (33.3)%
Cosplay wigs BERERE 42,120 26.2% 60,730 22.5% (30.6)%
Sexy lingerie HRAK 19,043 21.0% 20,538 21.8% (7.3)%
Others Hh 26 26.9% — — 100.0%
109,758 21.0% 154,125 21.3%
0BM husiness 0B %
Cosplay costumes BENERS 25441 29.3% 30,197 219% (15.7)%
Cosplay wigs BENERE 18,755 22.3% 30,815 19.5% (39.1)%
Sexy lingerie HEERK 10,155 25.9% 11,005 21.1% (7.7)%
54,357 26.3% 72,017 20.8%
Total @ 164,115 26.7% 226,142 21.1%

Interim Report 2019 7 ZE—hERHRE



Directors’ Business Review and Management Discussion and Analysis

EERGORRETERMNRR SN

Revenue

During the six months ended 30 June 2019, 66.9%
(2018: 68.2%) of our total revenue was mainly
derived from our CMS business. Our revenue
derived from the CMS business decreased from
approximately RMB154.1 million to approximately
RMB109.8 million, representing a decrease of
approximately 28.8%. Such decrease was mainly
due to the drop in certain markets such as Australia,
Germany and United States (“US”) due to the fact
that the global economic environment was prevailing
with uncertainties under the prolonged trade dispute
between China and the US.

The revenue derived from our OBM business
decreased from approximately RMB72.0 million
to approximately RMB54.4 million, representing a
decrease of approximately 24.5%. Such decrease
was mainly attributable to the drop in several overseas
markets such as US and Israel due to the fact that
the global economic environment was prevailing
with uncertainties under the prolonged trade dispute
between the China and the US.

Gross profit margin

Our gross profit margin increased from approximately
21.1% to approximately 26.7% during the period. The
increase was mainly resulted from our research and
development capability which enhanced production
efficiency and new products design which resulted in
a higher gross margin.

Cost of sales

Our cost of sales mainly comprised raw material
cost, direct labor cost and manufacturing overhead.
Manufacturing overhead includes subcontracting
payments, utilities and social insurance for our
production staff and other miscellaneous items.

Other income

Our other income increased by approximately
RMB1.0 million, from approximately RMB2.8 million
to approximately RMB3.8 million. The increase was
primarily due to an increase in interest income on
financial assets at fair value through profit or loss of
approximately RMBO.6 million.

China Partytime Culture Holdings Limited 8
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Directors’ Business Review and Management Discussion and Analysis

Selling expenses

Our selling expenses primarily consist of delivery
expenses, staff costs and advertising and marketing
expenses. Selling expenses represent approximately
2.5% and 2.6% of the revenue for the six months
ended 30 June 2019 and 2018, respectively.

Administrative and other operating expenses

Our administrative and other operating expenses
decreased by approximately RMB2.1 million, from
approximately RMB28.7 million to approximately
RMB26.6 million. The decrease was primarily due
to a decrease in research and development cost of
approximately RMB4.1 million.

Impairment loss on property, plant and equipment
During the period, impairment loss on property, plant
and equipment of approximately RMB18.8 million
was recognised as a result of the continuous drop in
the turnover and the recoverable amount were below
the property, plant and equipment’s carrying value.

Finance costs

Our finance costs increased by approximately
RMBO.8 million, from approximately RMB2.3 million
to approximately RMB3.1 million. The increase in
finance costs was primarily due to the payment of
interests on other short term borrowings.

Income tax

Our income tax expense decreased by approximately
RMB4.9 million, from income tax expenses of
approximately RMB3.2 million to a tax credit of
approximately RMB1.7 million. The record of a tax
credit was primarily due to the recognition of deferred
tax of approximately RMB4.7 million on impairment
loss on property, plant and equipment during the
period.

Interim Report 2019 9
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Directors’ Business Review and Management Discussion and Analysis

EERGORRETERMNRR SN

Financial resources and liquidity

As at 30 June 2019, the total amount of cash and
cash equivalent of the Group was approximately
RMB70.3 million, a decrease of approximately
RMB5.2 million compared with that as at 31
December 2018. The decrease was mainly arose from
the capital expenditure of approximately RMB58.0
million which was funded by the internal working
capital and the increase in short term borrowings of
approximately RMB35.6 million. As at 30 June 2019,
the financial ratio of the Group was as follows:

MEBEREREDRE
RZZE-—NAFAA=1+H XEEHR
SRR EEMRBEHORARKET03H
BT 8_"F-N\F+t-_A=+—H"
PUAREE2ABT - MAOEERBEE
REAXHARKSBOEETL(ZEE D
BAEEER D RN R B E G
MARKBEAET N_F—hLFERX
A=+H AEEZHBLLERMT :

As at As at

30 June 31 December

2019 2018

R-ZE—hE RZZE—N\F

ANB=+H +=—A=+—H

Current ratio® B b @ 96.2% 131.3%
Gearing ratio® BEAFELER 21.5% 14.1%

Notes:

(1) Current ratio is calculated based on the total current
assets divided by the total current liabilities and
multiplied by 100%.

(2) Gearing ratio is calculated based on the total
borrowings divided by total equity and multiplied by
100%.

Capital expenditure

During the six months ended 30 June 2019, the
Group invested approximately RMB58.0 million
in property, plant and equipment, which mainly
consist of construction and decoration of a new
factory building at our Yichun Production Plant and a
Research and Development Centre, and Service and
Experience Centre at our Yiwu Production Plant.

The related infrastructure construction and related
fire control work of the E-commerce Operation Centre
and the Service and Experience Centre have been
completed and examined in December 2018 and
August 2019 respectively.

China Partytime Culture Holdings Limited 10
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Directors’ Business Review and Management Discussion and Analysis

For the new factory building at our Yichun Production
Plant, infrastructure construction and related fire
control work have been completed in July 2019.
However, due to the continuous decline in the
turnover in the past 2 years and the uncertain foreign
trade environment due to the escalation of the China-
US trade dispute, the management of the Group
have a reservation view over the current timetable
to expand the production capacity. The Group will
closely monitor both the internal and the external
factors and will decide on the investment of new
production lines in due course.

Pledged of assets

As at 30 June 2019, the bank loans were secured
by the Group’s prepaid land lease payments with
carrying value of approximately RMB12.2 million (31
December 2018: RMB12.4 million) and buildings
with carrying value of approximately RMB161.0
million (31 December 2018: RMB176.4 million).

Contingent liabilities

The Group did not have any significant contingent
liabilities as at 30 June 2019 and 31 December 2018.

Foreign currency exposure

Our exposures to currency risk arise from our sales
to and purchases from overseas, which are primarily
denominated in USD. This is not the functional
currency of the entities to which the transactions
relate. We currently do not have a group foreign
currency hedging policy. However, the management
of the Group will monitor foreign exchange exposure
and will consider hedging significant foreign currency
exposure should the need arise.
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Directors’ Business Review and Management Discussion and Analysis
EFERBOEREERFRR S

Employees and remuneration policy EERFHMHE

As of 30 June 2019, we had approximately 950 R—-_ZT—hESXA=+H BMLE
employees. Total staff costs for the period amounted 950& &S - HINM B T AL A AR
to approximately RMB33.7 million. The remuneration  ¥33 7B & 7T - A EERIEE @ T 5B
policy of the Group is reviewed regularly according to B BERIRRNEEBHEERIEEH
the relevant market practice, employee performance % =7 37 Bl Bk 55 o AN & @ 2 & Bl B % 3 &
and the financial performance of the Group. There & K& &) o

is no significant change in the Group’s remuneration

policies.
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income
BHRGRESESERAMEEKEE

For the Six months ended 30 June 2019 #HZE—-ZT—HFNA=+H LA

Six months ended 30 June
BEXA=+HLERER

2019 2018
—Z-0F —E-N\F
Notes RMB’000 RMB’'000
k23 AREFTT AREFIT
(unaudited) (unaudited)
(REER) (REERZ)
Revenue 1§~ 56 164,115 226,142
Costs of sales HER K (120,251) (178,330)
Gross profit £7 43,864 47,812
Other income H fth g A 7 3,769 2,798
Selling expenses HEMY (4,146) (5,951)
Impairment loss on property, Mm% BERERBZRE
plant and equipment [l (18,848) =
Administrative and other operating 17 B f E #f 48 4 B 3%
expenses (26,555) (28,721)
(Loss)/Profit from operations BE(BR) &% (1,916) 15,938
Finance costs BE AR (3,113) (2,316)
(Loss)/Profit before income tax BEAERAN(EGE) &% 8 (5,029) 13,622
Income tax credit/(expense) FriEwiEe,/ (FAx) 9 1,661 (3,210)
(Loss)/Profit for the period Mk (&5E) & (3,368) 10,412
Other comprehensive HMt2@E (M%) KA :
(expenses)/income:
Items that will be reclassified HEBEHIEEREZ
subsequently to profit or loss EH
Exchange differences on translation 2R HE G LK VB
of foreign operation recognised HER (273) 2,434
Other comprehensive HAEf2E(RER)
(expenses)/income for the period, WA > HIRIRIEE
net of nil tax (273) 2,434
Total comprehensive HAazEEx) B’A
(expenses)/income for the period  ###§ (3,641) 12,846
(Loss)/Earnings per share for EATESEEARER RMB (cents) RMB (cents)
(loss)/profit attributable to (1) BRAzEK AE® (%) ARE (%)
equity holders of the Company (B8) /27
Basic YN 11 (0.38) 1.24
Diluted 8 11 (0.38) 1.24
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Condensed Consolidated Statement of Financial Position
BHGESMEBERIER

Asat30June 2019 R-_ZE—A&EXA=+AH

30 June 31 December

2019 2018
—ZE—hEF —E—N\F
ANB=+H +t-—A=+—8H
Notes RMB’000 RMB’000
Hiat AR¥TT ARETFT
(unaudited) (audited)
(RIEBER) (T HZ)
ASSETS AND LIABILITIES BSERAEE
Non-current assets EREBEE
Trademark g 14 109 156
Right-of-use assets/Prepaid {#R#EZE /FEft -t
land lease payments AEFE 12 12,244 12,097
Property, plant and ME  BEREE
equipment 13 409,820 381,223
Interest in a joint venture R—EAERAMNER 15 — 2
Financial assets at fair value A TEHABZENE
through profit or loss MEE 18 61,932 62,263
Deferred tax assets BERERBEE 19 10,815 6,103
494,920 461,844
Current assets mBEE
Inventories FE 16 17,246 21,944
Trade and other receivables & 5 & H {t fE i 0 IB 17 64,433 27,630
Prepaid land lease payments 1+ it & %I 12 = 293
Tax recoverable ENEEE — 3,251
Bank balances and cash ROTEHRRAS 20 70,256 75,417
151,935 128,535
Current liabilities mEBAR
Trade and other payables &5 & H b e 508 21 50,458 28,070
Contract liabilities AHBE 22 — 430
Short term borrowings REER 23 104,896 69,370
Income tax payable BRI mEH 2,633 =
157,987 97,870
Net current (liabilities)/assets B (B (&) S ESE (6,052) 30,665
Net assets less current HEERRDAR
liahilities 488,868 492,509
CAPITAL AND RESERVES EERER
Share capital AR 7R 24 7,352 7,352
Reserves = 481,516 485,157
Total equity HEs 488,868 492 509

China Partytime Culture Holdings Limited 14 ERE L IZRBER AT



Condensed Consolidated Statement of Changes in Equity
B SRaEHE

For the Six months ended 30 June 2019 HE—-T—AEXA=+BIL~EA

Convertible

Share Share Capital  Statutory  Translation bond  Retained

capital  premium*  reserve*  reserve*  reserve*  reserve* profits* Total
BE:D

RE RGEE A7GE ieRE AHEE BREH REERN ot
RMB000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ANEETT ARETFIL ARETT ARETT ARETT ARETT AREFT ARETT
(unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited)

(FE2h) (RERE) (RE2R) (REER) (REER) (REER) (REER) (REER)

As at 1 January 2018 W=%-N\&-f-A 6,209 139,245 85,160 32,641 1,619 1,240 175,191 441305
Profit for the period BRI - — - - - - 10412 10412
Other comprehensive income: ~ Ef2AEMA ¢
— Exchange differenceson ~ — ERZHRE

translation of foreign BERZ

operation recognised ERzE - — - — 2434 — — 2434

Total comprehensive income  HRZARALE

for the period — — — — 2,434 — 10,412 12,846
Transaction with owners: BREAANR S
— Transfer to statutory reserves — BEZETFRHE — — — 1,344 — — (1,344) —

— Transfer of convertible bonds — & || B AR 84
reserve upon derecognition AR E R EE = -~ - - - (1240 1240 -
— Issue of share capital — BIRA 1,143 57594 = - - - - 83

Transaction with owners BEEADNT S 1,143 57,594 - 1,344 = (1,240) (104) 58737
As at 30 June 2018 RZE-N\E
~AZTH 7352 196,839 85,160 33,985 4,053 — 185499 512,888
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Condensed Consolidated Statement of Changes in Equity

HRFERaEnR

For the Six months ended 30 June 2019 HE—-Z—AEXNA=+BI-~EA

Convertible
Share Share Capital  Statutory Translation bond  Retained
capital  premium*  reserve*  reserve*  reserve*  reserve* profits* Total
b} 1
k* RAER: JFEE EERE REEE RERE REEN it
RMB'000  RMB'000  RMB'000  RMB'000  RMB'O00  RMB'000  RMB'000  RMB'000
AEBTT ARBTL ARBTT ARRTT ARBTT AERTT ARBTT AEBTT
(unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited)
(REER) (RESH) (REEH) (REER) (REFH) (FEER) (REBH) (FEER)
As at 31 December 2018and ~ W=F—-\%F
1 January 2019 +ZA=+-Bk
“3-N\5-A-A 7,352 196,839 85,160 34,094 5,821 — 163,243 492,509
Loss for the period HRER - - - - - - (3,368) (3,368)
Other comprehensive expenses: Efti 2 ERX :
— Exchange differences on — BRRLE RN
translation of foreign FBIERER
operation recognised - - - - (213) - - (273)
Total comprehensive expenses A2 ER % 2%
for the period - - - - (213) - (3,368) (3,641)
Transaction with owners: BEAANRS:
— Transfer to statutory reserves — BRZEEH - = = 1,418 - - (1418 -
Transaction with owners BREANRH - - - 1,418 - - (1,418) -
As at 30 June 2019 RZZ-NE
~AZTAR 7352 196,839 85,160 35,512 5,548 — 158457 488,868

The reserves accounts comprise the Group’s reserves =

of RMB481,516,000 in the condensed consolidated
statement of financial position as at 30 June 2019 (as
at 31 December 2018: RMB485,157,000).

China Partytime Culture Holdings Limited
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Condensed Consolidated Statement of Cash Flows
BHGESHSRER

For the Six months ended 30 June 2019 HE—-T—AEXA=+BIL~EA

Six months ended 30 June
HEXA=1+HILKEA

2019 2018
—E—hF —ZE-N\%F
RMB’000 RMB’000

AR¥TT ARMFor
(unaudited) (unaudited)

(REEFR) CRBER)

Cash flows from operating EETHHERE

activities
Cash generated from operations & & 1538 & 15,344 55,858
Interest paid 215 & (3,113) (2,323)
Income taxes refund/(paid) Fr8RiER (B

g %) 2,833 (228)

Net cash generated from AR BT B % FEE

operating activities 15,064 53,307
Cash flows from investing RETHHEQRE

activities
Interest received 2 U F & 139 123
Purchase of property, plantand BEEW%  HE K%

equipment (58,027) (15,518)
Proceeds from disposal of LEME  BE K

property, plant and equipment BN EZIE 3 —
Subscription of financial assets  RER A F{ET A

at fair value through BamemEE

profit or loss — (56,693)
Net cash used in investing REZEHHE T FHE

activities (57,885) (72,088)
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Condensed Consolidated Statement of Cash Flows

HHFERERER

For the Six months ended 30 June 2019 HE-—Z—HEANA=1+HILAEA

Six months ended 30 June
HEXA=1+HILKEA

2019 2018
—E—NhE —E-)N\F
RMB’000 RMB’000
AR¥TT ARMFT
(unaudited) (unaudited)
(RIEBEFX) (REgEZ)
Cash flows from financing METDHREREE
activities
Proceeds from issuance of BB EETRAL
share capital by placing Fr 1S 318 — 60,579
Share issue expenses BETROAX — (1,842)
Proceeds from bank borrowings — $R17f& 3k P15 3k18 87,300 44,882
Repayment of bank borrowings 32 $R1T & 3K (51,774) (31,000)
Redemption of convertible bonds & [8] 7] # J& & % = (16,224)
Net cash generated from BEEE AR FEE
financing activities 35,526 56,395
Net (decrease)/increase in cash BRERBREEEY
and cash equivalents (RD) BmeHE (7,295) 37,614
Cash and cash equivalents R EREEEYD
at the beginning of the period 75,417 69,206
Effect of foreign exchange rate EREHNTE
changes 2,134 (4)
Cash and cash equivalents atthe HIKXKRERHR&
end of the period, represented SEY  LBRITHER
by bank balances and cash ERERT 70,256 106,816

Note: During the six months ended 30 June 2019, the total

Bt - RBE_Z-AFANA=+THILLXE

cash outflows for the leases are RMB121,000.
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Notes to

the Interim Financial Report
AR B 35 8 S B R

For the Six months ended 30 June 2019 HE—-T—AEXA=+BIL~EA

GENERAL INFORMATION

China Partytime Culture Holdings Limited (the
“Company”) was incorporated in the Cayman
Islands as exempted company on 12 February
2015 with limited liability. The Company’s
shares are listed on the Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) on
16 October 2015. The address of its registered
office is Clifton House, 75 Fort Street, P.O.
Box 1350, Grand Cayman KY1-1108, Cayman
Islands. The address of its principal place of
business is No.3 Chunchao Road, Yichun
Economic & Technological Development Zone,
Jiangxi Province, the People’s Republic of
China (“PRC").

The Company is an investment holding
company and its subsidiaries are principally
engaged in the design, development,
production, sales and marketing of cosplay
products (including cosplay costumes and
cosplay wigs) and sexy lingerie.

BASIS OF PREPARATION

The condensed consolidated interim financial
information for the six months ended 30 June
2019 has been prepared in accordance with
the applicable disclosure requirements of
the Rules Governing the Listing of Securities
on The Stock Exchange and Hong Kong
Accounting Standard (“HKAS”) 34 “Interim
Financial Reporting” issued by the Hong Kong
Institute of Certified Public Accountants (the
“HKICPA”). The condensed consolidated
interim financial information does not include
all of the information required in annual
consolidated financial statements and should
be read in conjunction with the annual
consolidated financial statements of the Group
for the year ended 31 December 2018.
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Notes to the Interim Financial Report
R A 35 4R S P A

For the Six months ended 30 June 2019 HE—-Z—AEXNA=+BI-~EA

BASIS OF PREPARATION (Continued) 2. WEERES
As at 30 June 2019, the Group had net current RZE—NLFANA=Z+H &&
liabilities of approximately RMB6,052,000 MR EBEIRENAEARKE
and recorded a net loss attributable to equity 6,052000 ' WHBFEHE - ZF
holders of the Company of approximately —NESNA=1TBIEAEAAXRR
RMB3,368,000 for the six months ended AERFAE ABRMGERFELA
30 June 2019. These events or conditions K #3,368,000 7T ° #% & = {4 sk
indicate the existence of a material uncertainty NBRTFEEANNEEMN - AJ8E
that may cast significant doubt on the Group's BAEBERNFECEEIBERE
ability to continue as a going concern. AEER o
Management has prepared cash flow EEECDGREBESTETEN &
projections which cover a period of twelve TR EAEBRES BRI ERA
months from the date of the condensed HEst+ @AM - AR A E
consolidated statement of financial position. E(EF))EElHAEENES
The directors of the Company (the “Directors”) METER - REBEHABALER
have reviewed the Group’s cash flow SR ANBREREEAN  A£H
projections. Based on the cash flow projection BERXTTEEESURBITERM
with anticipated cash inflows from operation, B EIEAn R BEIEET AR
the Group will have sufficient working capital to +-_@ARYENHBEE -ES
fulfil its financial obligation as and when they REREERKERLERIYANFH
fall due in the coming twelve months from the BREDBREE  PHRELTE
date of the condensed consolidated statement FWMAEEBEEAFELEmMEBE
of financial position. The Directors consider ERAE -
that it is appropriate to prepare this interim
report on a going concern basis and the interim
report does not include adjustments that would
result should the Group be unable to continue
as a going concern.
The condensed consolidated interim financial IRR4R A P HRRI IS B R R AE ]| Ax -
information is unaudited.
The condensed consolidated interim financial R ABEIEBAN - B4R A S HBS
information is presented in thousands of BERUARET T(ARET
units of Renminbi (“RMB’000"), except when TEY HERZZEE—HLEN
otherwise indicated, which was approved for A+ hBEESEoH FET -
issue by the Board of Directors on 29 August
2019.
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For the Six months ended 30 June 2019

SIGNIFICANT ACCOUNTING POLICIES

The condensed consolidated interim financial
statements for the six months ended 30 June
2019 has been prepared in accordance with
the accounting policies adopted in the Group’s
most recent annual consolidated financial
statements for the year ended 31 December
2018, except for the adoption of new
accounting policies as a result of the adoption
of the new and amended Hong Kong Financial
Reporting Standards (“HKFRSs”) as set out
below:

Adoption of new and amended HKFRSs

The Group has adopted the following new and
amended HKFRSs that have become effective
for accounting period beginning on 1 January
2019 and are relevant to the Group:

HKFRS 16 Leases

Amendments to
HKFRS 9

Prepayment Features with
Negative Compensation

Amendments to
HKAS 19

Plan Amendment,
Curtailment or
Settlement

Annual Improvements to
HKFRSs 2015-2017
Cycle

Amendments to
HKFRSs

HK(IFRIC)-Int 23 Uncertainty over Income

Tax Treatments

The Group has not early adopted any other
standards, interpretation or amendment that
has been issued but is not yet effective.
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Notes to the Interim Financial Report
R A 35 4R S P A

For the Six months ended 30 June 2019 HE—-Z—AEXNA=+BI-~EA

3.  SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Adoption of new and amended HKFRSs
(Continued)

Other than the impact of the adoption of
HKFRS 16 as noted below, the adoption of the
newly effective HKFRSs has no material impact
on how the results and financial position of
the Group for the current and prior periods
have been prepared and presented. For those
which are not yet effective and have not been
early adopted by the Group, the Group is in
the process of assessing their impact on the
Group’s results and financial position.

3.1

Impacts and changes in accounting
policies of application on HKFRS 16
Leases

HKFRS 16 “Leases” replaces HKAS 17
and three related Interpretations.

The accounting policies applicable to
the Group as a lessor in the comparative
period are not different from HKFRS 16.

The Group applies the practical
expedient to grandfather the previous
assessment of which existing
arrangements are, or contain, leases.
The new definition of a lease in HKFRS
16 only apply to contracts that are
entered into on or after the date of initial
application. The Group has already
recognised the prepaid land lease
payments for leasehold land where
the Group is a lessee. The application
of HKFRS 16 does not have impact
on these assets except for the whole
balance is now presented as “Right-of-
use assets” under non-current assets.
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For the Six months ended 30 June 2019

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Adoption of new and amended HKFRSs
(Continued)

3.1

Impacts and changes in accounting
policies of application on HKFRS 16
Leases (Continued)

For any new contracts entered into
on or after 1 January 2019, the Group
considers whether a contract is, or
contains a lease. A lease is defined as
‘a contract, or part of a contract, that
conveys the right to use an identified
asset (the underlying asset) for a period
of time in exchange for consideration’.
To apply this definition, the Group
assesses whether the contract meets
three key evaluations which are whether:

o the contracts contains an
identified asset, which is either
explicitly identified in the contract
or implicitly specified by being
identified at the time the asset is
made available to the Group;

o the Group has the right to obtain
substantially all of the economic
benefits from use of the identified
asset throughout the period of
use, considering its rights within
the defined scope of the contract;
and

o the Group has the right to direct
the use of the identified asset
throughout the period of use.
The Group assess whether it has
the right to direct ‘how and for
what purpose’ the asset is used
throughout the period of use.
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Notes to the Interim Financial Report
R A 35 4R S P A

For the Six months ended 30 June 2019 HE—-Z—AEXNA=+BI-~EA

3.  SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Adoption of new and amended HKFRSs
(Continued)

3.1

Impacts and changes in accounting
policies of application on HKFRS 16
Leases (Continued)

For contracts that contains a lease
component and one or more additional
lease or non-lease components, the
Group allocates the consideration in the
contract to each lease and non-lease
component on the basis of their relative
stand-alone prices.

Measurement and recognition of leases
as a lessee

At lease commencement date, the
Group recognises a right-of-use asset
and a lease liability on the condensed
consolidated statement of financial
position. The right-of-use asset is
measured at cost, which is made up
of the initial measurement of the lease
liability, any initial direct costs incurred
by the Group, an estimate of any costs
to dismantle and remove the underlying
asset at the end of the lease, and any
lease payments made in advance of the
lease commencement date (net of any
lease incentives received).

The Group has elected not to include
initial direct costs in the measurement
of the right-of-use asset for operating
leases in existence at the date of initial
application of HKFRS 16, being 1
January 2019.
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For the Six months ended 30 June 2019

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Adoption of new and amended HKFRSs
(Continued)

3.1

Impacts and changes in accounting
policies of application on HKFRS 16
Leases (Continued)

The Group depreciates the right-of-use
assets on a straight-line basis from the
lease commencement date to the earlier
of the end of the useful life of the right-
of-use asset or the end of the lease term
unless the Group is reasonably certain
to obtain ownership at the end of the
lease term. The Group also assesses
the right-of-use asset (except for those
meeting the definition of investment
properties) for impairment when such
indicator exists.

Instead of performing an impairment
review on the right-of-use assets at the
date of initial application, the Group
has relied on its historic assessment
as to whether leases were onerous
immediately before the date of initial
application of HKFRS 16.

At the commencement date, the Group
measures the lease liability at the
present value of the lease payments
unpaid at that date, discounted using
the interest rate implicit in the lease or, if
that rate cannot be readily determined,
the Group’s incremental borrowing rate.
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Notes to the Interim Financial Report
R A 35 4R S P A

For the Six months ended 30 June 2019 HE—-Z—AEXNA=+BI-~EA

3.  SIGNIFICANT ACCOUNTING POLICIES
(Continued)
Adoption of new and amended HKFRSs
(Continued)

3.1

Impacts and changes in accounting
policies of application on HKFRS 16
Leases (Continued)

Lease payments included in the
measurement of the lease liability are
made up of fixed payments (including
in-substance fixed payments) less any
lease incentives receivable, variable
payments based on an index or rate,
and amounts expected to be payable
under a residual value guarantee.
The lease payments also include the
exercise price of a purchase option
reasonably certain to be exercised by
the Group and payment of penalties for
terminating a lease, if the lease term
reflects the Group exercising the option
to terminate.

The Group elects to adopt HKFRS 16
using a modified retrospective approach
of recognising a cumulative-effect
adjustment to the opening balance of
equity at the date of initial application,
comparative information for any
changes in accounting resulting from
the reassessment are not restated.
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For the Six months ended 30 June 2019

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Adoption of new and amended HKFRSs
(Continued)

3.1

Impacts and changes in accounting
policies of application on HKFRS 16
Leases (Continued)

Subsequent to initial measurement,
the liability will be reduced for lease
payments made and increased for
interest cost on the lease liability. It is
remeasured to reflect any reassessment
or lease modification, or if there
are changes in in-substance fixed
payments. The variable lease payments
that do not depend on an index or a rate
are recognised as expense in the period
on which the event or condition that
triggers the payment occurs.

When the lease is remeasured, the
corresponding adjustment is reflected
in the right-of-use asset, or profit and
loss if the right-of-use asset is already
reduced to zero.

The Group has elected not to apply
this accounting model to short-term
leases (i.e. where the lease term is
12 months or less) and to leases of
low-value assets, in which case the
rental expenses would continue to be
recognised on a systematic basis over
the lease term.
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Notes to the Interim Financial Report
R A 35 4R S P A

For the Six months ended 30 June 2019 HE—-Z—AEXNA=+BI-~EA

3.  SIGNIFICANT ACCOUNTING POLICIES
(Continued)
Adoption of new and amended HKFRSs
(Continued)

3.1

Impacts and changes in accounting
policies of application on HKFRS 16
Leases (Continued)

As at 1 January 2019, the Group
has non-cancellable operating lease
commitments of RMB184,000 which
was previously accounted for as
operating leases with a remaining
lease term of less than 12 months. On
transition, the Group has applied the
optional exemptions and account for
these leases in the same way as short-
term leases and hence will not recognise
a right-of-use asset and a corresponding
liability.

The following table summarises the
impact of transition to HKFRS 16 on
the Group’s condensed consolidated
statement of financial position at 1
January 2019:

3.

FEFHBREE)
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EHE ()

31 EREEHEHELEAEI6
RHEEHEHRFHIEER
o5 (E)
RZZFT—NLE—A—A8"
ANEEBRTA BELCLEHE
A E A A R # 184,000 7T
HAEMARAFSGHE LN
ToEAZKETHE - R
B AEEDERAEEN
BT AREH XN ERER
By AEBEE YA
TEHRREREEERARE
afF -

TREL B IR =B R 5
SREAFIFE AEEN —
E-NF—-A—-BZBEHAE
BHMBRARRZEE

2018
—T—-N\F
RMB’000
ARETT

Increase in right-of-use assets
Decrease in prepaid land leases
payments (current assets)
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Notes to the Interim Financial Report
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For the Six months ended 30 June 2019 HE—-T—AEXA=+BIL~EA

ESTIMATES AND JUDGEMENTS

The preparation of condensed consolidated
interim financial information requires
management to make accounting judgements,
estimates and assumptions that affect the
application of accounting policies and the
reported amounts of assets and liabilities,
income and expenses. Actual results may
differ from these estimates.

In preparing this condensed consolidated
interim financial information, the significant
judgements made by management in applying
the Group’s accounting policies and the key
sources of estimation uncertainty were the
same as those that applied to the annual
consolidated financial statements of the Group
for the year ended 31 December 2018.

SEGMENT INFORMATION

The executive directors of the Company, being
the chief operating decision maker, have
identified the Group’s two product and service
lines as operating segments.

These operating segments are monitored and
strategic decisions are made on the basis of
adjusted segment operating results.

Segment results represented operating results
of each reportable segment without allocation
of finance costs, interest income, unallocated
other operating income, unallocated corporate
expenses, and income tax expenses. All assets
are allocated to reportable segments other than
bank balances and cash, financial assets at fair
value through profit or loss and other corporate
assets which are not directly attributable to the
business activities of any reportable segments.
All liabilities are allocated to reportable
segments other than corporate liabilities which
are not directly attributable to the business
activities of any reportable segments.
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Notes to the Interim Financial Report
AR R S B

For the Six months ended 30 June 2019 HE-—Z—HEANA=1+HILAEA

5.  SEGMENT INFORMATION (Continued) 5. 9BEHEE)
The following is an analysis of the Group’s UTEREEREERAZ2HRD
revenue and results by operating and A DB U S R EER DT :

reportable segments:

Six months ended 30 June 2019
BE_Z-AEXRA=THLREAR

Clothing and
Wigs others Total
R REREf et
RMB’000 RMB’000 RMB’000

ARETT ARETT ARETT
(unaudited) (unaudited) (unaudited)
(REER) (REERK) (REER)

Revenue from external 7’ BN R P A

customers 60,875 103,240 164,115
Segment results NBER 204 20,659 20,863
Finance costs BE R AR (3,113)
Bank interest income RITHEWA 139
Unallocated income REHEWA 3,630
Unallocated expenses AEDEFRZ (26,548)
Loss before income tax BAS T A B8 (5,029)
Income tax credit EHEL 1,661
Loss for the period HAER (3,368)
Other segment items Hitt > E8HEE
Depreciation and amortisation 7 & J # § 3,678 7,087 10,765
Impairment loss on property, 1%  BE RZEZ R

plant and equipment BER 13,341 5,507 18,848
Capital expenditure EARAY 25,377 32,650 58,027
Loss on disposal of property, HEWE - BEK&ZE

plant and equipment BB = 7 7
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Notes to the Interim Financial Report
FRRA R 35 4R B

For the Six months ended 30 June 2019 HE—-T—AEXA=+BIL~EA

5.  SEGMENT INFORMATION (Continued) 5 SBEHA

Six months ended 30 June 2018
BEZZT-N\FAA=THLEAMEA

Clothing and
Wigs others Total
RE RERAM @t

RMB'000 RMB’000 RMB’'000
AREFT AREFT AREFT
(unaudited) (unaudited) (unaudited)
(REER) (REER) (REER)

Revenue from external ® BN R B A

customers 91,545 134,597 226,142
Segment results BER 17,237 24,624 41,861
Finance costs BhE B AR (2,316)
Bank interest income RITFBEHA 123
Unallocated income REHEWA 2,675
Unallocated expenses KAESERT (28,721)
Profit before income tax B BT 15 %% Al i A 13,622
Income tax expense FrEHAX (3,210)
Profit for the period Maias 10,412
Other segment items HittS#8EE
Depreciation and amortisation 7 & J # $% 1,928 8,613 10,541
Capital expenditure BERRYL 4,305 11,213 15,518
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Notes to the Interim Financial Report

eR A R 35 4R S B A

For the Six months ended 30 June 2019 HE-—Z—HEANA=1+HILAEA

5. SEGMENT INFORMATION (Continued) 5. SEBEEE)
As at 30 June 2019
R-ZE-hEXA=+H
Clothing and

Wigs others  Unallocated Total

BE BEREM FKESE it

RMB’000 RMB’000 RMB’000 RMB’000

ARBTT ARBTT AR¥TT ARETT

(unaudited)  (unaudited) (unaudited)  (unaudited)

(REER) (REFRK) (REFY) (REER)

Reportable segment assets ] £ & 7 &0 & & 179,118 311,527 156,210 646,855
Reportable segment ERHHBEE

liabilities 17,965 20,316 119,706 157,987

As at 31 December 2018
RZZF-—NF+=ZRA=+—H
Clothing and

Wigs others  Unallocated Total

RE REREM KEHE st

RMB’'000 RMB’000 RMB’000 RMB’000

AREFT AREFT ARETFT ARETFT

(audited) (audited) (audited) (audited)

(&&=2) (&&=Z) (&®=z) (K%
Reportable segment AERHPEE

assets 157,721 278,536 154,122 590,379
Reportable segment AERHBAEE

liabilities 9,398 11,074 77,398 97,870
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Notes to the Interim Financial Report
FRRA R 35 4R B

For the Six months ended 30 June 2019 HE—-T—AEXA=+BIL~EA

REVENUE

The Group’s principal activities are disclosed in
note 1 to the condensed consolidated financial
statements. Revenue of the Group is the
revenue from these activities and represents
the net invoiced value of goods sold, after
allowances for returns and trade discounts.

The Group’s revenue recognised during the
period is as follows:

g =

AEBEWEZXBRER LG ALK
SMBMAMEL  AEE U
RBRBEZFEBE W RS EH
BRREBRERESTHNEZES

ERBERE -

AEBEHPAEREABZ MEMT ¢

Six months ended 30 June
BENB=1+HL<ER

2019 2018

—E—-NE —E-N\F

RMB’000 RMB’'000

AR%TFT AREFT

(unaudited) (unaudited)

(RIEF) (REEZ)

Wigs RE 60,875 91,545
Clothing and others PR 5% K H A 103,240 134,597
164,115 226,142
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Notes to the Interim Financial Report
R A 35 4R S P A

For the Six months ended 30 June 2019 HE—-Z—AEXNA=+BI-~EA

6. REVENUE (Continued)
For the period ended 30 June 2019 and 2018

Disaggregation of revenue from contracts with
customers

The Group’s revenue from sales of wigs,
clothing and others are recognised at a point
in time The Group’s contracts with customers
usually have original expected duration of one
year or less. Revenue from major product line
are as follow:

6. W&

BEZS-—AER-F—I\F
AR=+HILKE
HEFWEHIKE T

AEERERE  RELEME
Bl RRE —ERFERER - &
SEREFMNEHN —MRERE—F
FAANRBRFER - T2 E
mAR s AT

Six months ended 30 June
BENB=1+HL<EA

2019 2018
“8-AF  —F)N\%
RMB’000 RMB’000
AB#®TTT AREFT
(unaudited) (unaudited)

(REE®) (REERZ)

Contract Manufacturing Services &#HEEREES

business
Cosplay costumes A5 R R
Cosplay wigs AEDERE
Sexy lingerie MR K
Others HAl

Original Brand Manufacturing RREBEEXE

business
Cosplay costumes AR ER A
Cosplay wigs AEDERE
Sexy lingerie MR K
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48,569 72,857
42,120 60,730
19,043 20,538
26 _
109,758 154,125
25,447 30,197
18,755 30,815
10,155 11,005
54,357 72,017
164,115 226,142
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OTHER INCOME

Notes to the Interim Financial Report

oh R R 35 4 S I

For the Six months ended 30 June 2019 HE—-T—AEXA=+BIL~EA

7. HftlrA

Six months ended 30 June
BENB=1+HL<EA

Note: The Group was entitled to receive (1) a

subsidy from the local government authorities
for export sales business conducted in Yichun
Development Zone and (2) a specific fund in
the Yichun Development Zone.

Interim Report 2019 35

2019 2018

—E-pE -—T-N\%

RMB’000 RMB’'000

AR®TFT AREFT

(unaudited) (unaudited)

(REER) (REER)

Exchange gain fE 5, W 25 768 587

Bank interest income RITFIBUA 139 123
Interest income on financial BATFEGFABRNSE

assets at fair value through BEMBWA

profit or loss 1,800 1,187

Rental income el A 803 626

Government grant (note) BT Eh (#aZ) 219 252

Others Hi 40 23

3,769 2,798

Wiz

ZE-AFRAEE
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Notes to the Interim Financial Report
R A 35 4R S P A

For the Six months ended 30 June 2019 HE—-Z—AEXNA=+BI-~EA

8.  (LOSS)/PROFIT BEFORE INCOME TAX 8. BmHBEMA(GR) &%
(Loss)/Profit before income tax is arrived at BRATBHEAI(BE) 8RR G
after (crediting)/charging: A)/HBAT&IBREE :

Six months ended 30 June
BEXB=1+HLKER

2019 2018
ZE-hE —E-N\F
RMB’000 RMB’'000
AR®TFT AREF T
(unaudited) (unaudited)

(REER) (Rg=%Z)

Cost of inventories recognised as W25 5 X #9175 A 2

an expense 90,313 134,208
Depreciation e 10,572 10,347
Depreciation of right-of-use FRESENTE

assets (2018: Amortisation of (ZBE—N\&E: BN

prepaid land lease) T EFENES) 146 147
Amortisation of trademark P 1Z A B 8 47 47
Loss on disposal of interest in HEGELEERD

a joint venture & 2 3
Loss on disposal of property, HEME  BERRE

plant and equipment K& B 7 -
Impairment loss on property, ME  BERZEN

plant and equipment REEE 18,848 —
Short term/operating lease BT RIEFH

charges in respect of B RERERY

land and buildings 121 114
Fair value loss on financial BRFEFABREN

assets at fair value through PHMEEZ

profit or loss REEEE 2,216 —
Exchange gain BEE 34, 2 (768) (587)
Research and development cost  Hf 3 B A 8,094 12,176
Government grant BT 8 (219) (252)
Staff costs BIMA

— Salaries, allowances and — e EZHE

other benefits Hp s 29,369 42,344

— Contributions to defined — REMFEKE S

contribution retirement B
plans 4,286 6,650
33,655 48,994
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For the Six months ended 30 June 2019 #HZE - =

INCOME TAX (CREDIT)/EXPENSE

No provision for Hong Kong profits tax has
been made as the Group had no assessable
profits arising in Hong Kong during the six
months ended 30 June 2019 and 2018.

The provision for PRC enterprise income tax
has been provided at the applicable tax rate of
25% (2018: 25%) on the assessable profits of
the PRC subsidiaries.

Notes to the Interim Financial Report
FRRA R 35 4R B

—AFERA=TBLEAEA

FERN(ESR) BAX
REBEEZE-_Z-NAEFR-_ZFT-N\F
/\Hf+E|Jt/\.Hm EEE/\\Z’S
SENE BN WELERTUEH
O 3B 8 RIS B AF A A B
1 o

PRCERSHRDKRERDE
25% (ZF — \F :25%) 5t &
B B A B O B RR B i ARt iR 4 o

Six months ended 30 June
BERA=+HL<EA

2019 2018
E—NE T—N\&F
RMB’000 RMB’000
AR¥TFT AREF T
(unaudited) (unaudited)
(REF) (REER)
Current tax ERRE
Current year — PRC enterprise ~ AHIR — B ¥ 715
income tax b 3,051 3,210
Deferred tax (note 19) EER B (A 7#19) (4,712) —
Income tax (credit)/expense FRH(ER),/HAxX (1,661) 3,210
Under the Law of the People’s Republic BEREARLMBCERSER
of China on Enterprise Income Tax (the FE(EREBHRE) ROEmRSE
“EIT Law”) and Implementation Regulation BOEBEMBRY  ENB AT

of the EIT Law, the tax rate of the PRC
subsidiaries is 25%. Certain subsidiaries of
the Group were accredited as “High and New
Technology Enterprise” in the PRC with effect
from 13 November 2017, and subject to a
concessionary tax rate of 15% for three years
in accordance with the EIT Law.
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Notes to the Interim Financial Report
R A 35 4R S P A

For the Six months ended 30 June 2019 HE—-Z—AEXNA=+BI-~EA

10.

11.

DIVIDENDS

The directors do not recommend the payment
of an interim dividend for the six months ended
30 June 2019 (2018: nil).

(LOSS)/EARNINGS PER SHARE

The calculation of the basic (loss)/earnings
per share is based on the loss for the period
attributable to equity holders of the Company
of RMB3,368,000 (2018: profit for the period
attributable to equity holders of the Company
of RMB10,412,000) and the weighted average
number of ordinary shares of 897,723,000 in
issue during the period (2018: 841,440,000).

No diluted earnings per share has been
presented for the six months ended 30
June 2019 as there was no dilutive share
outstanding during the period.

For the six months ended 30 June 2018, the
computation of diluted earnings per share
has not assumed the conversation of the
Company’s outstanding convertible bonds
since the conversation would result in an
increase in earnings per share.
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841,440,0000% ) 5t & -

B A B A A SE AR L) - AR R
2IBE_FT-NAFANA=1H
LEARBEANSRESRTN -

HE-FE—N\FXA=+AIEA
BA AABRGERSRAF
S0 REHESRIERFEL
BERBRALDAHARBRNT
BB ES -

FREHXLARARAT



123

For the Six months ended 30 June 2019 HZE—-Z

RIGHT-OF-USE ASSETS/PREPAID LAND

LEASE PAYMENTS

12.

Notes to the Interim Financial Report

oh R R 35 4 S I

—hEXRA=tTHIEAREA

EHERE WAALHERER

&\

As at

30 June

2019
R-E—hE
~NB=+H
RMB’000
AB¥TTT
(unaudited)
(RIEER)

As at

31 December
2018
RZE—N&F
+-A=+—H
RMB’000
AREF
(audited)
(&%)

Carrying amount at the beginning & /4 ¥ BE [ (&

B/ FARE(=
£ EH)

of the period/year

Depreciation charged
(2018: Amortised) during the

period/year

Carrying amount at the end of

the period/year

Upon initial application of HKFRS 16, the right-
of-use assets represent prepaid land lease
payments in relation to the leasehold land
situated in the PRC and held under a medium

term lease.

As at 30 June 2019, the Group’s right-of-use
assets (2018: prepaid land lease payments)
amounting to RMB12,244,000 (31 December
2018: RMB12,390,000) were pledged to
secure bank borrowings granted to the Group

(note 23).
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Notes to the Interim Financial Report

R R S 3R S B R

For the Six months ended 30 June 2019 HE—-Z—AEXNA=+BI-~EA

13.

PROPERTY, PLANT AND EQUIPMENT

13. W% BERRME

Plant and Motor Furniture and  Leasehold  Construction
Buildings  machineries vehicles  equipment improvement in progress Total
#7 REREH RE GRRER ARWEKE EERIR it
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AEBTT AEBTT AEBTT AEBTT AEBTT ARBTT ARRTT
Cost 7%
Asat1January2019  R=F-NF-F-AH 242,368 35,537 3434 4938 51,030 131,336 468,643
Additions HE — 1474 261 2,647 3,555 50,090 58,027
Transfers i3 2,000 — — — 10,000 (12,000) —
Disposals HE - (24) - (20) - - (44)
As at 30 June 2019 RZE-1§
(unaudited) ~B=tH
(REEH) 244,368 36,987 3,695 7,565 64,585 169,426 526,626
Accumulated depreciation FsHiFE
As at 1 January 2019 R=Z-N§-A-A 41,585 12,317 2,578 3,011 27,929 — 87,420
Charge for the period B 8187 1,590 169 340 5,136 — 10,572
Written back on disposal & B & - (15) - (19) - - (34)
Impairment loss/(Reversal S{E 18/ (5ifE
of impairment loss) EBAD) 14,634 1210 (126) = 3130 — 18848
As at 30 June 2019 RZZ-hE
(unaudited) ~B=TH
(€35 23] 59,556 15,102 2,621 3332 36,195 - 116,806
Net hook amount EERE
As at 30 June 2019 RZB-n%
(unaudited) ~B=tH
(REEH) 184,812 21,885 1,074 4233 28,390 169,426 409,820
As at 31 December 2018 R=F-N\%
(audited) +-F=t-H
(55%) 200,783 23220 856 1,927 23,101 131,336 381,223
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13.

For the Six months ended 30 June 2019 #HZE - =

PROPERTY, PLANT AND EQUIPMENT
(Continued)

As at 30 June 2019, the Group’s buildings with
a total value amounting to RMB161,012,000
(31 December 2018: RMB176,363,000) were
pledged to banks to secure bank borrowings
granted to the Group (note 23).

During the six months ended 30 June 2019,
the decline of sales performance on each of
the Group’s reportable segments due to the
trade dispute between China and United States
indicates that the carrying amount of property,
plant and equipment may not be recoverable
and these assets are subject to an impairment
loss.

The Group has determined the amount of
the impairment loss of property, plant and
equipment based on the recoverable amount
of each cash-generating units (“CGUs”) with
property, plant and equipment allocated. The
recoverable amounts of the CGUs have been
determined based on value in use calculations,
which use cashflow forecast available as at 30
June 2019. Fair value less costs of disposal is
not used as the management considered that
it will not be possible to measure fair value less
costs of disposal of each CGUs because there
is no basis for making a reliable estimate of the
price. These cashflow forecasts are derived
from the approved business plan which has a
forecast covering a period of five years.
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FRRA R 35 4R B

—AFERA=TBLEAEA

13. M% BERKE2)

R-ZE—NAE~A=+H &&
EaE A5 AR#161,012,0007T (=
Ho\eEqe = Bl S r—F 5 AR
#176,363,00070) MIEFE G/ T
SR1T MR RFAEENET
B (M 5E23)

RBEZZT-—NAF~A=+AHLE
NEA AEBEZAZ®RD A
HERRBHAFREEZE S Fimm ~
g BETRYME BEREZHEZE
HEASA—EN FTKE ZEEE

HARZHEEE °

REBMESEIEDE BEK
HENRSELEEN(HeEL
B )M kB &5 EEwE -
BEREENREBGESE - Z
EHeEABMNMNATKESRERE
BEREBEEFEEETE  &AE
BER-_Z—AE~A=1+BAH
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Notes to the Interim Financial Report
R A 35 4R S P A

For the Six months ended 30 June 2019 #HZE=—FT—hEXNA=1THIEAEA

13. PROPERTY, PLANT AND EQUIPMENT 13. ME BERREZ)
(Continued)
The key assumptions used in the value in use HEFEHBEENMANTERS
calculations are as follows: m

The sales growth rate assumptions
are based on management estimates
and expectations of current market
conditions.

The utilisation rate of the production line
represents the forecast projections in
the business plan.

The cash flow projections are
discounted using a discount rate of
17.64% (31 December 2018: 18.29%).
The discount rates reflect the current
market assessments of the time value of
money and are based on the estimated
cost of capital and adjusted for lack of
marketability.

A terminal growth rate has been used in
estimating cash flows beyond a period
of five years. A nominal rate of 3% (31
December 2018: 3%) has been used.

— HEREXBREUNEHEE

R I O A T R TR

— SLEXKEBXREBEEF

MIERMEE -

— RenHELERFRE

17.64% (ZE—\F+= A
=+ —H :1829%)# I -
FRRRBRLERFBENR
F G R 0 WIAEEFE A
RABEE  HERZAEM
EHAE -

— HEIFHEZESRED
FHREERE - BFRE
EHERIW(ZE-—NF+=
B=+—8 :3%) -

During the six months ended 30 June 2019, REBEZEZE_Z—NAFEFNA=Z+
impairment loss of RMB18,848,000 was A it/‘_dl CREBEARE
recognised on property, plant and equipment. 18,848,000 E R % ~ HE & &
BHRER -
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Notes to the Interim Financial Report
FRRA R 35 4R B

For the Six months ended 30 June 2019 HE—-T—AEXA=+BIL~EA

TRADEMARK 14. B&E
Trademark
[k
RMB’'000
AR FT
Cost 5% 3
As at 1 January 2019 and 30 June 2019 W-—ZT—hE—HF—HBR
(unaudited) —E-nEXA=TH
(REER) 500
Accumulated amortisation LS8 1]
As at 1 January 2019 R-_ZT—NFE—HF—H 344
Charge for the period HIA S 47
As at 30 June 2019 (unaudited) R-ZE—hEXA=1+H
(REER) 391
Net book amount REPRE
As at 30 June 2019 (unaudited) R-E—hERA=1H
(REFR) 109
As at 31 December 2018 (audited) RZE—N\FE+ZA=+—H
(&%) 156
The amortisation charge for the period is HAN#EBEYET A ABHEEEER
included in “administrative and other operating REMEEWERRPIITER R EAM
expenses” on the face of the condensed RERY | o

consolidated statement of profit or loss and
other comprehensive income.
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Notes to the Interim Financial Report
R A 35 4R S P A

For the Six months ended 30 June 2019 HE—-Z—AEXNA=+BI-~EA

15.

INTEREST IN A JOINT VENTURE 15. R—HSELFNESR
As at As at
30 June 31 December
2019 2018
R-E—NEFE RZZ—N\F
ANB=+H +=—A=+—8H
RMB’000 RMB’000
AR%Fir AR FT
(unaudited) (audited)
(REFR) (&%)
Cost of investment in a joint R—HE&EERRZ
venture & & KA 4 4
Share of post-acquisition loss  FE{G W EE B EE &
and other comprehensive HzmAx -
expense, net of dividends ek B WAR S
received (2) (2)
Deregistration during the period 7 H 7 5F 8 (2) —
— 2
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15.

16.

Notes to the Interim Financial Report
FRRA R 35 4R B

For the Six months ended 30 June 2019 HE—-T—AEXA=+BIL~EA

INTEREST IN A JOINT VENTURE (Continued) 15. R—HEELFMER &)
Details of the Group’s interest in a joint venture RZFE—NESNA=+tHRZ=ZZ
at 30 June 2019 and 31 December 2018 are —N\F+—A=+—H K&
as follows: R—HEERAIMNERFBAT -
Place of Particulars of
incorporation/  issued and % of Principal
Name of joint venture establishment paid up capital interest held activity
M EBRTRERME
|SENFIRE R 3L i B BFEE FEESESL TEES
Idream Partytime Limited Hong Kong 10,000 ordinary 0% Deregistered
(“Idream Partytime”) shares (31 December
2018: 47.5%)
Bl R E LB R A A BB 10,0000% & i f& 0% BErEsH
(TRIZ R ) (ZF—N\&F
FT=H=r=FE "¢
47.5%)
Idream Partytime had a reporting date of AEZE YN SEBSR AT A
31 December. On 18 January 2019, Idream = +—B - R—_ZFT—h®E— A
Partytime has been deregistered. +N0\B - BlZREE s o
INVENTORIES 16. &E
As at As at
30 June 31 December
2019 2018
R-E—h&E RZ-Z-N\#F
AA=+H +TZA=+—H
RMB’000 RMB’000
AB¥TTT AEBEFT
(unaudited) (audited)
(RIEER) (&)
Raw materials B 15,931 19,114
Work in progress o 535 2,068
Finished goods 215k G 780 762
17,246 21,944
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For the Six months ended 30 June 2019 HE—-Z—AEXNA=+BI-~EA

17. TRADE AND OTHER RECEIVABLES 17. BHREMEKRE
As at As at
30 June 31 December
2019 2018
R-E—hE RZE—NEF
ANB=+H +=-A=1+—H
RMB’000 RMB’000
AR%TFT AREFT
(unaudited) (audited)
(RiEEFR) (&)
Trade receivables BHEBLRE
— from third parties —RBE=FH 50,604 16,359
Deposits, prepayments and other & - AFHRER
receivables Hfth B 1A
Prepayments SR e 6,805 6,144
Other tax receivables H e e B 3K 6,409 4,010
Deposits e 380 379
Other receivables H i i W I8 235 738
13,829 11,271
64,433 27,630
The Group usually requires advance deposits AREBBEEREEPELA X
from its customers. Before accepting any new ZE REWEEFTELR K
customer, the Group applied an internal credit EBREBANXEHETHERETG
assessment policy to assess the potential BERPHEABEZ -HEAE
customer’s credit quality. The credit period BRI0OKHR - @SB R R
is generally for a period of 30 days. Overdue EEAETCHEMN -BIFEKK
balances are reviewed regularly by senior BHAEE -
management. Trade receivables are non
interest-bearing.
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For the Six months ended 30 June 2019 #HZE

Notes to the Interim Financial Report
FRRA R 35 4R B

—ZE-hAFANA=THLEAEAR

TRADE AND OTHER RECEIVABLES 17. BHERHEAMEKRREZ)
(Continued)
An aged analysis of the trade receivables, REZHHNE S EWRZE (K
based on the invoice date and net of WE)NE®RSITWOT :
impairment, is as follows:
As at As at
30 June 31 December
2019 2018
R-B-RE R-_T-N\F
XAZ+A t-A=f-H
RMB’000 RMB’000
ARETFT AREFT
(unaudited) (audited)
(REFR) (&%)
0-30 days 0£30K 37,976 12,089
31-60 days 31£60K 12,628 3,096
61-90 days 61Z90K = 1,043
91-365 days 91%365K = 131
50,604 16,359
As at 30 June 2019, no trade receivables were R-_ZE—HNENA=1TH L&
individually determined to be impaired (31 BRI ESEKRKREBEBEEANE(Z
December 2018: nil). E—NE+—_A=+—8: &) -
The Group writes off a trade receivable when HWEBRBRERS AW REH
there is information indicating that the debtor N E B U [0 RIB A% R A~ K (i
is in severe financial difficulty and there is no ERAEBESBXABEERT -
realistic prospect of recovery, eg when the NE S EWFIBD BEARBMRE -
debtor has been placed under liquidation or DEREE L) KREBBMNE
has entered into bankruptcy proceedings, or SEWRIE - iMmE 5 E WK IE
when the trade receivables are over two years BHIRTTEI MM - NEEFEY &
past due, whichever occurs earlier. None of TEHEERE TR RRE
the trade receivables that have been written off fh{z A 1%sa -
is subject to enforcement activities. The Group
does not hold any collateral or other credit
enhancements over these balances.
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For the Six months ended 30 June 2019 HE—-Z—AEXNA=+BI-~EA

18.

FINANCIAL ASSET AT FAIR VALUE
THROUGH PROFIT OR LOSS

18. BAFEAAREHEMNEE

As at As at

30 June 31 December

2019 2018

R-E—h&E RZ-_Z-N\#F

AA=+H +tZA=+—H

RMB’000 RMB’000

AB¥TTT ARE T

(unaudited) (audited)

(REER) (&)

Unlisted convertible bond K ET AR ES 61,932 62,263

On 23 February 2018, Unlock Bound
Investments Limited (“Unlock Bound”), a
wholly-owned subsidiary of the Company,
subscribed for a convertible bond with
a principal amount of HK$70,000,000
(equivalent to RMB56,693,000) (“CSG
Convertible Bond’) with annual coupon of 6%,
issued by Charm Success Global Investment
Limited (“CSG”), an independent third party.
CSG is an unlisted company incorporated in
the British Virgin Islands with limited liability.
The CSG Convertible Bond will mature on 23
February 2022.
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Notes to the Interim Financial Report
FRRA R 35 4R B

For the Six months ended 30 June 2019 HE—-T—AEXA=+BIL~EA

FINANCIAL ASSET AT FAIR VALUE
THROUGH PROFIT OR LOSS (Continued)

The CSG Convertible Bond will, at the
discretion of Unlock Bound, be convertible at
any time between the date of issue of the CSG
Convertible Bond and on the second business
day immediately preceding its maturity date
on 23 February 2022 into fully paid ordinary
shares of CSG. The total percentage of
ordinary share hold by Unlock Bound upon
full conversion of the CSG convertible bonds in
the enlarged share capital of CSG will be equal
to the aggregate principal amount of the CSG
Convertible Bond divided by the value of CSG
and its subsidiaries to be agreed by the Unlock
Bound and CSG. If the bonds have not been
converted, they will be redeemed on maturity
date at 110% of the outstanding principal
amount of the CSG Convertible Bond plus
accrued interest.

The movement of the CSG Convertible Bond

18. BMAFEHARESHEMEE
(%)
CSGH] # % f& % 7] )ACSGH] 2 IR (&
FRTAHEEREER T -
FZA-Z+=RHEHME=-@AZ
¥ B H & - BUnlock Bound®) 1&
TR TE BE B K 2 BCSGHY B B & 3
f% o S ER L HCSGR IR EH 1% -
Unlock Bound# & FACSGHE # X
BRANEBRIRERD 5L EEE
FACSGH] # iR 1& % A & 48 58 Bk A
Unlock BoundEaCSG# F # & 2
CSGREMEBAREME - WEH K
JE N - 15 3IRCSGH] 32 L & 5 R 2
HEMAREENRNSRE 2110%M
FEETFIBER o

CSGH] # fix & 75 70 7S H ] &) & &)

during the period are set out below: HIH T :
For the six For the
months ended year ended
30 June 31 December
2019 2018
BE HE
ZZ2-nE —T-N\E
AA=+H tZA=+—~H
129 [ )z HFE
RMB’000 RMB’'000
AR%TFT AREFT
(unaudited) (unaudited)
(REER) (REER)
Fair value at beginning of the R,/ —E—N\F=A8
period/23 February 2018 “+ZHZAYFE 62,263 56,693
Accrued interest income JEEHF B WA 1,800 3,020
Fair value loss NEEEE (2,216) (2,281)
Exchange adjustments i 5 3 85 4,831
Fair value at the end of the B/ ERKAFE
period/year 61,932 62,263
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For the Six months ended 30 June 2019 #HZE=—FT—hEXNA=1THIEAEA

18. FINANCIAL ASSET AT FAIR VALUE 18. RAFEHIHAESHENETE
THROUGH PROFIT OR LOSS (Continued) (#&)
The fair value loss on the CSG Convertible CSGH] # j% fi%'?Z TEEETD
Bond is included in “administrative and FFABBHGE R REMEEK
other operating expenses” on the face of the ﬁT&i\%ZfﬁB{&,ﬁ\ﬁt BERS IA o
condensed consolidated statement of profit or CSGH] # I & 5 2 A F B Jh = Mf
loss and other comprehensive income. The fair FEOSFTIL T AT & ©

value of the CSG Convertible Bond has been
measured as described in note 25.

19. DEFERRED TAX ASSETS 19. BEERIFHEE
The movement during the period/year in the B/ FRNEEHEZENE ST
deferred tax assets is as follows: T
As at As at
30 June 31 December
2019 2018

=2-—NFE RNZZT)N\F
~NA=+tH +t-A=t+—H

RMB’000 RMB’'000

AR¥TFT AREF T

(unaudited) (audited)

(REF) (B EZ)

At 1 January Rn—HA—H 6,103 —
Recognised in profit or loss RiBz NIER(A1529)

(note 9) 4,712 6,103
At 30 June/31 December RANA=+8/+=A

=] 10,815 6,103
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19.

For the Six months ended 30 June 2019 #HZE

DEFERRED TAX ASSETS (Continued)

The movement in deferred tax assets during
the period is as follows:

Notes to the Interim Financial Report
FRRA R 35 4R B

—ZE-hAFANA=THLEAEAR

19. BEERREE &)
HARELEHAEELE T ¢

Impairment loss
on property,

plant and

equipment

wE BER

0 B ik S 1R

RMB’000

AR Fr

At 1 January 2019 RZZE—NE—HA—H 6,103
Recognised in profit or loss (note 9) RIBm AR (H:#9) 4,712
At 30 June 2019 RZE—-NEA~A=+AH 10,815

As at 30 June 2019, no deferred income tax
(31 December 2018: Nil) has been recognised
for withholding taxes that would be payable
on the unremitted earnings that are subject to
withholding taxes of the Group’s subsidiaries
established in the PRC. In the opinion of the
directors of the Company, it is not probable
that these subsidiaries will distribute such
earnings in the foreseeable future. The
aggregate amount of temporary differences
associated with investments in subsidiaries
in the PRC for which deferred income tax
liabilities have not been recognised totalled
approximately RMB235,568,000 as at 30 June
2019 (31 December 2018: RMB241,641,000).
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For the Six months ended 30 June 2019 HE—-Z—AEXNA=+BI-~EA

20.

BANK BALANCES AND CASH

20 BITHBRRAS

As at As at
30 June 31 December
2019 2018

RZB—AE R-_ZT-)NF
ANA=+H +t-A=t+—H
RMB’000
ARHFTT ARETFT

(unaudited) (audited)
(REFE) (&)
Bank balances and cash ROEBR LA 70,256 75,417

Included in bank and cash balances of the
Group of approximately RMB69,806,000
as at 30 June 2019 (31 December 2018:
RMB74,817,000) are bank balances
denominated in RMB placed with banks in the
PRC. RMB is not a freely convertible currency.
Under the PRC’s Foreign Exchange Control
Regulations and Administration of Settlement
and Sales and Payment of Foreign Exchange
Regulations, the Group is permitted to
exchange RMB for foreign currencies through
banks that are authorised to conduct foreign
exchange business. Cash at banks earns
interest at floating rates based on daily bank
deposit rates.
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For the Six months ended 30 June 2019 HE—-T—AEXA=+BIL~EA

21. TRADE AND OTHER PAYABLES 21, B REMEMNRIE
As at As at
30 June 31 December
2019 2018

RZB—1E R-_ZT-)NF
ANA=+H +t-A=t+—H

RMB’000 RMB’000
AR#TTT ARETFT
(unaudited) (audited)
(REBER) (RERZ)
Trade payables B S RN HIE
— to third parties —ENTE=S 32,065 15,682
Accrued charges and other FEET B = % H b fE 3B
payables
— Salaries payables —ENEe 6,216 4,360
— Other tax payables — HMEMTR 836 799
— Other payables — H i fE 3B 11,341 7,229
18,393 12,388
50,458 28,070
The Group was granted by its suppliers credit AEBFHERFS TARAEERN F15
periods ranging from 15 to 60 days. An aged EE0AMIZHE - ENBEHH
analysis of the trade payables based on the B SENRBEE®BRHTWOT -
invoice date, is as follows:
As at As at
30 June 31 December
2019 2018

RIZSB—REFE R-_ZT-NF
AA=+H +t-A=t+—H

RMB’000 RMB’000

AR®TFTT AREFT

(unaudited) (audited)

(REER) (f& &%)

0-30 days 0E30Kk 32,065 15,682
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For the Six months ended 30 June 2019 HE—-Z—AEXNA=+BI-~EA

22. CONTRACT LIABILITIES 22. S¥ER
As at As at
30 June 31 December
2019 2018

RZB—AE R-_ZT-)NF
ANA=+H +t-A=t+—H

RMB’000 RMB’000
ARBTFT AREFT
(unaudited) (audited)
(REFR) (&%)
Contract liabilities arising W AEREReEE
from receiving deposits of ZAaNa’
manufacturing orders — 430
When the Group receives a deposit before i 72N £2 B A A B 5E B B 14 AT W B
the production activity commences, this will e HEENEGARBBELES
give rise to contract liabilities at the start of a ANBEE BEREHFERIKZIB
contract until the revenue recognised on the BIRES LA
project exceeds the amount of the deposit.
All the outstanding contract liabilities at NE/ ENZBEARAEEENE
beginning of the period/year have been BEERE FRERAEKZE -

recognised as revenue during the period/year.
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Notes to the Interim Financial Report
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For the Six months ended 30 June 2019 HE—-T—AEXA=+BIL~EA

SHORT TERM BORROWINGS

23. EHAER
As at As at
30 June 31 December
2019 2018
R-E—h&E RZZ-N\F
AA=+H +tZA=+—H
RMB’000 RMB’000

AR#FTT ARETFT

(unaudited) (audited)

(REER) (B&&EZ)

Bank loans, secured RITER - BHEMA 77,800 51,800
Bank loan, unsecured RITE - EIE I 9,500 =
Unsecured borrowings AR R E 17,596 17,570
104,896 69,370

As at 30 June 2019, secured bank loans bore
interest at 5.04% to 10.88% (31 December
2018: 3.92% to 5.84%) per annum.

The secured bank loans were secured by
certain assets of the Group (notes 12 and 13)
as at 30 June 2019 and 31 December 2018.

As at 30 June 2019, an unsecured bank loan
bore interest at 4.825% (31 December 2018:
Nil) per annum.

As at 30 June 2019, unsecured borrowings
bore interest at 15% (31 December 2018:
15%) per annum.
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For the Six months ended 30 June 2019 HE—-Z—AEXNA=+BI-~EA

24.

SHARE CAPITAL 24, X
No. of
ordinary shares RMB’'000
K& H AEEFT
Authorised: EE
As at 31 December 2018 RZZE—N\F
and 30 June 2019 +=—A=+—8EK
“ZT—-hEA=+H 1,560,000,000 12,313
Issued and fully paid: ERITREE:
At 1 January 2018 R-—ZE-N\E—HF—H 756,234,000 6,209
Issue of shares by placing (note) & BE & 3T (ATE) 141,489,000 1,143
As at 31 December 2018 RZZE—N\F
and 30 June 2019 +ZA=+—8EK
“T-NFRA=TAH 897,723,000 7,352
The ordinary shares of the Company has a par ANAFEFEHEEASTRKOOL
value of HK$0.01 each. I o
Note: On 13 March 2018, an aggregate of Kt - R=_ZE—N\NF=ZA+=8"

141,489,000 ordinary shares with par value

of HK$0.01 each were issued at HK$0.53
per share by placing, according to a placing
agreement under general mandate signed
on 14 February 2018. The proceeds of
HK$1,415,000 (equivalent to RMB1,143,000)
representing the par value of these ordinary
shares were credited to the Company’s share
capital account. The remaining proceeds after
deducting placing commission, professional
fees and all related expenses amounted to
approximately RMB57,594,000, were credited
to the Company’s share premium account.
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Notes to the Interim Financial Report
FRRA R 35 4R B

For the Six months ended 30 June 2019 HE—-T—AEXA=+BIL~EA

FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS

Financial assets and liabilities measured at
fair value in the condensed consolidated
statement of financial position are grouped into
three levels of a fair value hierarchy. The three
levels are defined based on the observability
of significant inputs to the measurements, as
follows:

o Level 1: quoted prices (unadjusted) in
active markets for identical assets and
liabilities.

° Level 2: inputs other than quoted

prices included within Level 1 that are
observable for the asset or liability,
either directly or indirectly.

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

The level in the fair value hierarchy within
which the financial asset or liability is
categorised in its entirety is based on the
lowest level of input that is significant to the
fair value measurement.
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For the Six months ended 30 June 2019 HE-—Z—HEANA=1+HILAEA

25.

FAIR VALUE MEASUREMENT OF FINANCIAL 25, €M T RZAFEEHE (&)
INSTRUMENTS (Continued)

The financial instruments measured at fair BREEEERNERGEEMIERR
value in the condensed consolidated statement KHEEATEFENESB T AR
of financial position on a recurring basis are FANANTFEERET :

grouped into the fair value hierarchy as follows:

Fair value measurements
categorised into
LFEHERRS
Fair value Level 1 Level 2 Level 3
LFEE B—#® B4R BE=R
RMB'000  RMB’000 RMB’000 RMB’000
ANREFiT ANREFT ARETFT AREFT

At 30 June 2019 R-SB—h&
~"B=t+H

Financial assets of fair RO FEHA
value through profitor {ERH&H
loss BE
CSG Convertible Bond ~ CSGA #fk f& % 61,932 = — 61,932

At 31 December 2018 RZZB— )\ F
+=B=+-—H

Financial assets of fair RS FEIA
value through profitor {ERMSH
loss BE
CSG Convertible Bond ~ CSGAI R &% 62,263 - — 60,263
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25.

For the Six months ended 30 June 2019 #HZE

Notes to the Interim Financial Report
FRRA R 35 4R B

—ZE-hAFANA=THLEAEAR

FAIR VALUE MEASUREMENT OF FINANCIAL 25. &EMIAZLAFEHEE R
INSTRUMENTS (Continued)
The movements during the period/year Pl E=R AT EFTELHR
in the balance of these level 3 fair value SERBSEHAMEISHEE - B
measurements are disclosed in note 18. The =R AFEFERERNTER
methods and valuation techniques and inputs fEERMARE AEBRRALDT :
used in Level 3 fair value measurements are
described below:
For the CSG Convertible Bond subscribed RZZE—N\FE_A=-+=BHRE
on 23 February 2018, the management RICSGRI R EHR T H Fr BB E
has engaged Roma Appraisals Limited to BEEEZSBETEBERA R
carry out valuations on the fair value of the CSGrI R EH M A FEEITH
CSG Convertible Bond. The fair value were B - AFEFA_BAHETE
determined by using a binomial option pricing BAETE BEEABEBRERTE
model. Asset-based approach was used in CSGHI X B EEA = TH X\ Hi#
determining the equity value of CSG as input EEEREVAH AER o thEA
in the binomial option pricing model. The other Hih@ AERAT :
inputs into the model were as follows:
As at As at
30 June 31 December
2019 2018
R-IB—A&E R-_ZT—N\F
ANA=+H tZ-A=+—H
(unaudited) (audited)
(REER) (&%)
Expected volatility B HR 1R 32.788% 39.358%
Bond Life (year) BEHFHE(F) 2.1 3.2
Risk-free rate 1 3 Ba | R 1.525% 1.765%
Other spread HiuE=E 13.325% 13.579%
Expected dividend Yield TEEIRR B =& 0.000% 0.000%
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For the Six months ended 30 June 2019 HE—-Z—AEXNA=+BI-~EA

25.

FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS (Continued)

The fair value of the CSG Convertible Bond
depends on a number of factors that are
determined on an actuarial basis using a
number of assumptions. Any changes in
these assumptions will impact the carrying
amount of share options. Expected volatility
was determined by using the historical
volatility of selected companies operated in
similar industry. Based on Roma Appraisals
Limited’s valuation report, the fair value
of the CSG Convertible Bond is valued at
approximately HK$70,395,000 (equivalent
to RMB61,932,000) as at 30 June 2019 (31
December 2018: HK$70,876,000 (equivalent
to RMB62,263,000)).

The other spread is considered as the key
unobservable input, an increase in the other
spread would decrease the fair value of the
CSG Convertible Bond. As at 30 June 2019, it
is estimated that with all other variables held
constant, an 1% increase in other spread
would have decrease the fair value of the CSG
Convertible Bond and increase the Group’s
loss for the period by HK$434,000 (equivalent
to RMB382,000) (31 December 2018:
HK$260,000 (equivalent to RMB228,000)),
an 1% decrease in discount rate would
have increase the fair value of the CSG
Convertible Bond and decrease the Group’s
loss for the period by HK$451,000 (equivalent
to RMB397,000) (31 December 2018:
HK$268,000 (equivalent to RMB235,000)).
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(HERARK3970007T) (=
—NE+-A=+—8 : 268,000
BT (HHERARK235,0007T)) °

FREHXLARARAT



26.

Notes to the Interim Financial Report
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For the Six months ended 30 June 2019 HE—-T—AEXA=+BIL~EA

OPERATING LEASE COMMITMENTS

As lessee

At the reporting date, the lease commitment for
a lease with remaining lease term of less than
12 months and accounted for as a short term
lease upon initial application of HKFRS 16 (31
December 2018: the total future minimum
lease payments payable by the Group under
non-cancellable operating leases) are as
follows:

26. BEHAKE

X33 DN

RE BE - FepBH b Ri12E
A IR )46 FE B S B RS R 2%
AlZEleEZEEHBEE AKRNMAE
ENHEAE(ZE—N\E+=A
=+—H: AKERETAHHE
KEHREMAEARRREZFHRIE
MEMZ@E)WAT :

As at
30 June 31 December

2019 2018
R-ZE—h&E RZZ-N\#F
ANA=+H
RMB’000
ARB¥TTT
(unaudited)

(RiBEZ)

As at

ABEFT
(audited)
(&%)

T REF:
—FUA

Land and buildings:
Within one year

As at 31 December 2018, the Group leases a
number of properties under operating lease.
The leases run for a fixed 2 years term. None
of the leases include contingent rentals.
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For the Six months ended 30 June 2019 HZE—=-Z

26.

OPERATING LEASE COMMITMENTS
(Continued)

As lessor

At the reporting date, the Group had future
aggregate minimum lease receipts under non-
cancellable operating leases in respect of plant
and machinery are as follows:

—hERA=tTHIEAREAR

26. EEHAKRE 2

EEHEA

RBEBH AEERBE R
MR AR MBEEEHEERTZR
FREEERRERMNT

As at As at
30 June 31 December
2019 2018

RI2—1F R-_ZT-)NF
PR I=EISES == —

RMB’000 RMB’000
AR ¥FiT AREF T
(unaudited) (audited)
(REFX) (fE&E %)

Plant and machinery: BERE® :
Within one year —ER 1,870 1,870
In the second to fifth years B = AN 4,283 5,218
6,153 7,088

The Group leases out its plant and equipment
(note 13) under operating lease arrangements
which run for an initial period of five years, with
an option to renew the lease term at the expiry
date.
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28.

For the Six months ended 30 June 2019 HZE—-Z

Notes to the Interim Financial Report

oh R R 35 4 S I

—hEXRA=tTHIEAREA

CAPITAL COMMITMENTS 27. BERIE
As at As at
30 June 31 December
2019 2018
R-B-NE RZZZ-N\F
ANA=E+H +t-RA=+-—H
RMB’000 RMB’000
AR#TTT ARETFT
(unaudited) (audited)
(REBER) (RERZ)
Contracted but not provided for B 3T#1B K i% i
— Property, plant and equipment —#¥1% « & k& & 43,142 11,384
RELATED PARTY TRANSACTIONS 28. MEHFRXS
The Group had the following transactions with AEBHBEIFANUNTITRS :
related parties:
Compensation of key management personnel TEEHABFM
Six months ended 30 June
BEXNA=1+HLRER
2019 2018
—-hE —N\F
RMB’000 RMB’'000
AR¥TFT AREFT
(unaudited) (unaudited)
(REFR) (REEER)
Short term employee benefits D HEB A 928 991
Retirement scheme contributions Eﬁi STEIME R 32 34
960 1,025
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INTERIM DIVIDEND

The Board has resolved not to declare any interim
dividend for the six months ended 30 June 2019.

Directors’ And Chief Executive’s Interests And

Short Positions In Shares, Underlying Shares And
Debentures

As at 30 June 2019, none of the Directors, chief
executives of the Company and/or any of their
respective associates had any interests or short
positions in any shares, underlying shares and
debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFQ”)), as
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 for Securities Transactions by Directors
of Listed Issuers.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed above, at no time during the period
was the Company or any of its subsidiaries a party to
any arrangements to enable the Directors to acquire
such rights in any other body corporate.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

Neither the Company nor its subsidiary purchased,
redeemed or sold any of the Company’s listed
securities for the six months ended 30 June 2019.
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SHARE OPTION SCHEME

Pursuant to a share option scheme (the “Share
Option Scheme”) adopted by the Company and a
written resolution passed by the shareholders of the
Company on 7 August 2015, the Company may grant
options to Directors and employees of the Group and
other eligible participants to subscribe for ordinary
shares in the Company, subject to a maximum of
75,000,000 new shares.

No option was granted to any employee of the Group
and no option was exercised during the period under
review. There was no option under the Share Option
Scheme outstanding at the end of the reporting
period.

INTERESTS OF SHAREHOLDERS DISCLOSABLE
UNDER THE SFO

As at 30 June 2019, so far as is known to the
Directors, the following persons (other than the
Directors and chief Executives of the Company)
had interests or short positions in the Shares and
underlying Shares of the Company which were
required to be notified to the Company under
Divisions 2 and 3 of Part XV of the SFO or which were
recorded in the register required to be kept under
section 336 of the SFO.
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Long positions in the Shares and underlying shares

of the Company:

RELTDERMGREARKGHFE :

Approximate
percentage of
the issued share

Number of capital of the

Name of Shareholder Notes  Nature of interest ordinary shares Company

BELF

ERTREH

3 3.3 9& 1 ] iz RanR EERYE BEak

Master Professional Holdings Limited (a)  Beneficial owner 371,859,000 41.42%

(“Master Professional”) ERBEEA

Mr. Chen Sheng Bi (a) Interest of controlled 371,859,000 41.42%

RERLE corporation
REHEENER
Ms. Li Zhi Ping (b) Interest of spouse 371,859,000 41.42%
FEELT o BiEs
Mr. Lam Shek Sun Beneficial owner 78,563,000 8.75%

WAL

ExfAA

(a) Master Professional is 100% beneficially  (a)
owned by Mr. Chen Sheng Bi. Accordingly. Mr.
Chen Sheng Bi is deemed to be interested on
the Shares held by Master Professional.

(b)  Ms. Li Zhi Ping is the spouse of Mr. Chen  (b)
Sheng Bi. Under the SFO, Ms. Li Zhi Ping is
taken to be interested in the same number
of Shares in which Mr. Chen Sheng Bi is

interested.

Save as disclosed above, the Directors are not aware
of any other persons who have interests or short

positions in the Shares and underlying Shares of

the Company which would fall to be disclosed to the
Company under the provisions of Division 2 and 3
of Part XV of the SFO, or which were recorded in the

registered required to be kept under section 336 of

the SFO.
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CORPORATE GOVERNANCE

The Company has adopted the code provisions set
out in the Corporate Governance Code and Corporate
Governance Report (“CG Code”) as set out in
Appendix 14 to the Listing Rules.

To the knowledge of the Board, the Company had
fully complied with the relevant code provisions in
the CG Code for the six months ended 30 June 2019
save for the deviation as explained below.

CG Code provision A.2.1 stipulates that the roles
of chairman and chief executive officer should be
separated and should not be performed by the same
individual. The roles of the chairman and the chief
executive officer of the Company are not separate and
both are performed by Mr. Lin Xin Fu. In view of Mr.
Lin joined our group since 2006, our Board believes
that it is in the best interest of our Group to have Mr.
Lin taking up both roles for effective management
and business development. Therefore, our Directors
consider that the deviation from the CG Code
provision A.2.1 is appropriate in such circumstance.

MODEL CODE FOR SECURITIES TRANSACTIONS
BY THE DIRECTORS

The Company has adopted the Model Code as set out
in Appendix 10 of the Listing Rules as its own code
of conduct regarding securities transactions by the
Directors.

Having made specific enquiry of all Directors, all

Directors declared that they have complied with the
Model Code throughout the review period.
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REVIEW OF INTERIM RESULTS AND INTERIM
REPORT

The audit committee of the Company (the “Audit
Committee”) comprises all the three INEDs. The
Audit Committee has reviewed the results (including
the unaudited condensed consolidated financial
statements) of the Group and this interim report.

On behalf of the Board

Mr. Lin Xin Fu
Chairman and Chief Executive Officer

Hong Kong, 29 August 2019
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