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Financial Highlights

Bt 3% B =E

Six months ended 30 June
BEXA=tHLAHEA

2019 2018 Increase/
—E-NEF —E-N\F (decrease)
RMB’000 RMB'000 40
ARET R AREFTT OB)
(unaudited) (unaudited) % Change

(REEER) (REg&EZ) % &
Revenue (Total) W (4258) 99,948 101,726 (1.7%)
Revenue (Boree Products) Wz (BARER) 1,110 2,147 (48.3%)
Revenue (Graphene-based Products) Wizt (ARG ER) 546 2,294 (76.2%)
Revenue (OEM Business) W25 (OEMEET) 98,292 97,285 1.0%
Gross profit Sl 19,016 25,047 (24.1%)
Loss for the period HRNEE (40,255) (55,001) (26.8%)
Shareholders' equity MR A 320,746 367,266 (12.7%)

Six months ended 30 June
BZEAA=1+HILAMEA

2019 2018
—E-hEF —E-)N\F
(unaudited) (unaudited)
(REER) (REHEZ)
Profitability data BRBEDEE
(RMB million) (AR®BETR)
Revenue Uz 99.9 101.7
Gross profit S 19.0 25.0
Loss for the period HAN & 1R (40.3) (55.0)
Profitability ratios (%) BREDEER (%)
Gross profit margin EFI=E 19.0 24.6
Net loss margin FEEE (40.3) (54.1)
Assets and liabilities data EEREEEE
(RMB million) (AR®EBEETR)
Non-current assets ERBEE 415.1 678.1
Current assets BN E E 116.3 99.0
Current liabilities REBBE 203.5 361.3
Non-current liabilities B EE 7.2 48.5
Shareholders' equity IR = 320.7 367.3
Asset and working capital data BEEREELESHE
Current asset ratios (%) RHEELR (%) 21.9% 12.7%
Current ratios (time) MENELE (1) 0.6x 0.3x
Gearing ratios (%) BELEE (%) 39.3% 52.5%
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Management Discussion & Analysis

During the first half of 2019, Baofeng Modern International
Holdings Company Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) recorded
a decrease in revenue of approximately RMB1.8 million or
1.7% to approximately RMB99.9 million (2018: RMB101.7
million), which was mainly attributable by the decrease in
revenue of graphene-based ethylene-vinyl acetate (“EVA")
foam material (“Graphene-based EVA Foam Material”)
and slippers (“Graphene-based Slippers”), and graphene
deodorizing and sterilizing chips for air purifiers and air
conditioners (“Sterilizing Chips”) (collectively as “Graphene-
based Products”) segment. Due to the wireless connection
issue of the third generation do-it-yourself (“DIY") automated
vending system, the network problem would restrict the choice
of locations of the third generation DIY automated vending
system until it is alleviated or resolved by the forthcoming
release of 5G network services in the People’s Republic of
China (“PRC"). As a result, the management of the Group
decided to focus on the fourth generation DIY automated
vending system. The prototype of the fourth generation DIY
automated vending system started trial run in late December
2018 and was fine-tuned and improved during the first half
of 2019. As a result, revenue of Graphene-based Products
decreased during the six months ended 30 June 2019 (the
"Period”).

During the Period, the gross profit margin of the Group
decreased to 19.0% (2018: 24.6%), which was mainly
attributable to the decrease in gross profit margin of the
Original Equipment Manufacturer (“OEM") business segment.
Due to the trade friction between the PRC and the United
States of America ("US"”), some customers of the OEM
business started to place orders with manufacturers in
Southeast Asia and India and reduced orders to the Group
during the Period. In response to this, the Group implemented
the following measures: i) tried to retain existing customers by
reducing the gross profit margin; ii) explored new customers;
and iii) accepted new orders even with low gross profit margin.
As a result, the gross profit margin of the Group recorded a
decrease during the Period.

EEENWR DM

RZTE—NFLE¥<F BERMWBERE
TRERAR ([ARARIEREWE A
R (EBAIAERESKRERL L
AR #1,800,0000tk1.7%EH AR
#99,900,000 (ZE— NF: AR
101,700,0007C) " FERBHRAERK L
1% —BEBL 2% £ B (TEVA D) BB MR
([BRIFBEVAZSEM K ) RIGE (A2
HE])  URARERFLEMEANA
BEBRENERECH ([BRAESH]) (5
BIAEBER])DEWER DA
RE=ZREB(IDIY]) BEBEERHENE
B RE - PR BEBRGE =RDIYE
PEERSANUERE B HERBER
REAREME ([FE])ZEMmHSGHE 4%
AR 7% 42 AR Sk R - It - NEBEIEEATE
EFFENAKDIYEEBEE R4 - FUADIY
BHEERARAKERN _Z—N\F+=
ARMBEAET YER _E—hLFL¥
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MRBEERNERER NEFE WRR
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Management Discussion & Analysis

EEENWR DM

During the Period, the Group recorded a net loss of
approximately RMB40.3 million (2018: RMB55.0 million),
which was mainly attributable to (i) amortisation of
intangible assets of approximately RMB26.4 million (2018:
RMB36.3 million); and (ii) share-based payment expenses
of approximately RMB3.9 million (2018: RMB8.9 million) in
relation to the share options granted by the Company on 10
December 2015, 24 June 2016, 16 December 2016 and 19

ﬁé$,ﬁﬂﬁaﬂ'$%ﬁ

BEEBBEOAR

40,300,000 (ZZE— NF: ARK

55,000,0007T )

—F-mEt-AtA

—+mE-

7

CFESERNERE E
49 A R #26,400,000T (=&
AR #36,300,0007T) : &

— N\

(ii)ﬁ FRNYNIDIS

—NERA

/\ﬂz‘f’fﬂ +RXEE-Z

)\ﬁxxﬂ TABEREBERER LR X

June 2018. 8953 2 49 A R #3,900,0007T (=2 — N\
& AR¥8,900,0007T) °
FINANCIAL REVIEW Bt 7 B B8
Revenue by Product Category REREN BN RS
Six months ended 30 June
BEXNAB=1+HILA@EA
2019 2018 Increase/
—E-NEF —E-N\F (decrease)
RMB’000 RMB’000 240
AR T AREEF T O )
(unaudited) (unaudited) % change
(REEZR) (REgEEZ) % &
Revenue (Boree Products) Wam (BARBRER) 1,110 2,147 (48.3)%
Revenue (Graphene-based W (RARHBER)
Products) 546 2,294 (76.2)%
Revenue (OEM Business) I %5 (OEMEETS) 98,292 97,285 1.0%
Revenue (Total) Wes (#58) 99,948 101,726 (1.7)%

During the Period, the revenue of the Group decreased by
approximately RMB1.8 million or 1.7% to approximately
RMB99.9 million (2018: RMB101.7 million). Revenue of
Boree branded slippers, sandals and casual footwear (“Boree
Products”) decreased by 48.3% to approximately RMB1.1
million during the Period (2018: RMB2.1 million) was due to
the decrease of online sales.
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Management Discussion & Analysis

Revenue of OEM business slightly increased by 1.0% to
approximately RMB98.3 million which was contributed by
increase in orders from new customers. However, due to the
trade friction between the PRC and the US, the gross profit
of the OEM business decreased to approximately RMB18.5
million for the Period as compared to approximately RMB23.6
million for the corresponding period in 2018. The gross
profit decreased was mainly because the Group reduced
the gross profit margin in order to retain existing customers
and accepted new orders even with low gross profit margin.
Tensions stemming from the PRC — US trade friction escalated
sharply recently and following the announcement of 15%
tariffs, the revenue and gross profit of the OEM business is
expected to further decrease. The Company will continue to
closely monitor further developments and will adopt various
feasible measures in a timely manner to reduce the negative
impact of tariffs on the OEM business.

Revenue of Graphene-based Products amounted to
approximately RMBO.5 million (2018: RMB2.3 million) during
the Period. As the wireless connection issue of the third
generation DIY automated vending system restricted the
choice of locations and the prototype of the fourth generation
DIY automated vending system started trial run in late
December 2018 and was fine-tuned and improved during the
first half of 2019, the revenue of Graphene-based Products
decreased. For other graphene application products, the Group
has sent samples of the Sterilizing Chips to an overseas well-
known producer of air conditioning system for testing and
recognition. As some parameters did not meet the required
standard, our research and development team is working on
the modification and improvement of the samples and expects
to resend the samples for testing soon. As a result, the mass
production of the Sterilizing Chips was delayed.

Selling and Distribution Expenses

During the Period, selling and distribution expenses increased
by 9.2% to approximately RMB6.5 million as compared with
that of last corresponding period (2018: RMB5.9 million),
which accounted for 6.5% (2018: 5.8%) of the Group's
revenue. The increase was mainly attributable to the allocation
of additional resources to retain existing customers and explore
new customers by the Group during the Period.

EEENWR DM

MTHEFIERTIEIN  OEMERK R UL
HEM EF1.0%E A R#98,300,000
TCo AT AR EE BEE OEMEKR
AHENEMNR -_Z— \FRBEHARE
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HOEMEREXNNW B AT E -

RABHE AE2FERNBEHOARE
500,0007T (=ZZF— )\ : AK%2,300,000
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Management Discussion & Analysis

EEENWR DM

General and Administrative Expenses

General and administrative expenses recorded a decrease of
approximately RMB2.2 million or 8.2% to RMB24.5 million
for the Period (2018: RMB26.7 million), which was mainly
attributable to (i) decrease in share-based payment expenses of
approximately RMB5.0 million in relation to the share options
granted by the Company net-off by (ii) increase in research and
development costs of approximately RMB1.3 million during the
Period.

Liquidity and Financial Resources

During the Period, net cash inflow from operating activities
of the Group amounted to approximately RMB2.0 million,
representing a decrease of RMB10.0 million or 83.4%
compared with that of last corresponding period (2018:
RMB12.0 million). As at 30 June 2019, cash and bank balances
were approximately RMB32.4 million, representing an increase
of 53.7% as compared with approximately RMB21.1 million
as at 31 December 2018. As at 30 June 2019, around 42.9%
and 53.2% of the Group's cash and bank balances were
denominated in Renminbi and US dollars. As at 30 June 2019,
the short term borrowings of the Group were approximately
RMB121.1 million (31 December 2018: RMB123.1 million). All
loans were denominated in Renminbi with fixed interest rates
and repayable within one year.

Capital Structure

As at 1 January 2019, there were 1,304,059,608 ordinary
shares of the Company (the “Shares”) in issue and the paid-
up capital amounted to approximately RMB86,758,000. During
the Period, the Company issued a total of 182,800,000 Shares
to two independent subscribers at the subscription price of
HK$0.27 per subscription share (the “Subscription”). As at 30
June 2019, the Company had 1,486,859,608 Shares in issue
and a paid-up capital of approximately RMB99,310,000.

Significant Investments, Material Acquisitions and
Disposals

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

Pledge of Assets

As at 30 June 2019, the bills payables were secured by
a pledge of the Group’s time deposits amounting to
approximately RMB3.9 million (31 December 2018: Nil).
The bank borrowings of the Group were also secured by a
pledge of the Group’s certain buildings and land use rights
with carrying amounts of approximately RMB7.5 million (31
December 2018: RMB9.2 million) and approximately RMB26.6
million (31 December 2018: RMB27.0 million) respectively.

Contingent Liabilities

As at 30 June 2019 and 31 December 2018, there were no
material contingent liabilities.

Foreign Exchange Risk

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

Gearing Ratio

As at 30 June 2019, the gearing ratio of the Group was 39.3%
(31 December 2018: 44.7%). Gearing ratio was calculated as
total debts divided by the total equity plus total debts. Total
debts refer to the total liabilities minus the sum of tax payable,
dividend payable and deferred tax liability.

Human Resources

As at 30 June 2019, the Group had a total of approximately
620 employees (31 December 2018: 780 employees),
with total staff costs for the Period, including directors’
remuneration, amounted to approximately RMB31,108,000
(2018: RMB38,594,000). The Group’s emolument policies
are based on the merit, qualifications and competence of
individual employee and are reviewed by the remuneration
committee periodically. The emoluments of the directors of
the Company (the “Directors”) are recommended by the
remuneration committee and are decided by the board of
Directors (the “Board”) having regard to the Group's operating
results, individual performance and comparable market
statistics. The Company also adopted a share option scheme
(the “Share Option Scheme”) on 8 January 2011 to motivate
and reward its Directors and eligible employees.
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Management Discussion & Analysis
BEEEN®R DM

Use of Net Proceeds From the Subscription of New
Shares

Completion of the Subscription took place on 8 March 2019
whereby the Company allotted and issued 182,800,000 new
Shares to two independent subscribers at a subscription price
of HK$0.27 per subscription share. The net proceeds from the
Subscription (after deducting the relevant expenses incurred
in the Subscription) were approximately HK$49,136,000
(equivalent to approximately RMB42,982,000).

RBHRAESREAFERAR

RBEBEER-_Z—AF=ZAN\BZK"
BHARAFREERBEESRRBERD.27
7 7T Bt 3% 2 % 17182,800,000 % #7 A% 15
FTRHEBYIRBA-REZSTBEZAER
BEFHA(KMBRABEBE2HABRAY%R)
#/549,136,0008 T (HERHARK

42,982,0007T) °

The utilisation of the net proceeds as at 30 June 2019 isset R-E—NESA=+H FIERIEFE
out as follows: WEABEREIN T
Amount of the  Amount of the
net proceeds net proceeds  Balance of the
utilised during utilised during net proceeds
Intended  the year ended the period unutilised as
use of the 31 December ended at 30 June
Nature net proceeds 2018 30 June 2019 2019
BE-E-\§ BEIR-NF
tZA=t+-H AB=t1H RZB-NF
LFE il ~B=1H
FETERE CBRAMGHE CBARGHE XDAMSIA
HE RERE FEEE FEEE BEGH
RMB'000 RMB'000 RMB'000 RMB'000
AEETT ARBTT ARBTT ARBTT
Research and development of carbon TR IEFE & (fif 1)
application products (Note 1) 18,853 - 8,328 10,525
Settlement of payables owing ERERERNR (A2)BR
to Bluestone Technologies (Cayman) 27 ([ER]) HfERFE
Limited ("Bluestone") (Note 2) (Hi7#2) 8,678 - 8,678 -
General working capital (Note 3) —REBEL (Mit3) 15,451 540 8,213 6,698
Total: Mzt 42,982 540 25,219 17,223
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Management Discussion & Analysis

Notes:

1. During the Period, the intended use of the net proceeds of
approximately HK$9,971,000 (equivalent to approximately
RMB8,678,000) was changed to “Settlement of payables
owing to Bluestone” and approximately HK$9,000,000
(equivalent to approximately RMB7,726,000) was changed
to “General working capital” respectively from the original
intended use for the “Research and development of carbon
application products”. It is expected that the remaining
balance of the net proceeds allocated for the “Research and
development of carbon application products” will be utilised in
the financial year ending 31 December 2019.

2. During the Period, the intended use of the net proceeds of
approximately HK$9,971,000 (equivalent to approximately
RMB8,678,000) was changed from “Research and
development of carbon application products” to “Settlement
of payables owing to Bluestone” and was fully utilised during
the Period.

3. During the Period, the intended use of the net proceeds of
approximately HK$9,000,000 (equivalent to approximately
RMB7,726,000) was changed from “Research and
development of carbon application products” to “General
working capital”. It is expected that the remaining balance of
the net proceeds allocated for the “General working capital”
will be utilised in the financial year ending 31 December 2019.

BUSINESS REVIEW AND FUTURE PROSPECTS

The revenue of the Group for the Period was approximately
RMB99.9 million, representing a decrease of approximately
RMB1.8 million in comparison to approximately RMB101.7
million for the corresponding period in 2018, which was
mainly due to the decrease in revenue of Graphene-based
Products segment. As the wireless connection issue of the
third generation DIY automated vending system restricted the
choice of locations and the prototype of the fourth generation
DIY automated vending system was fine-tuned and improved
during the first half of 2019, the revenue of Graphene-based
Products for the Period decreased by approximately RMB1.7
million in comparison with the corresponding period in 2018.
The modification of the fourth generation DIY automated
vending system was nearly completed and expected to launch
to the market in the fourth quarter of 2019. The upgraded
fourth generation of the DIY automated vending system has
the advantages of simple installation, small size, low power
consumption and fast printing speed, which can reduce
the distribution and operation costs. By placing the fourth
generation DIY automated vending system in cooperative
stores, we can provide customers an interesting on-site

EEENWR DM
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TERGA (MERERER] B8 A4
ERENEDMEMNIE]  ZFIERAREH
ME2HER-

3. RIS - P15 sUIEJF 8 499,000,000/
7T (HEE RO ARET,726,0007T ) & #t
ERGA(HERERER] EF A —
MEEES] FEHIRT [ —REEE
SIMMEHREFEREIREEZ
—NF+_A=+—BzZUHHRFEERFE
)Eﬁo

XBEERARRAR

RAE AEBURFZHDARE
99,900,000 W—_FE— NFRHPAHAR
#101,700,0007T T~ B& #) A R 1,800,000
T FERARARGE R BB AT
H-BRE=ADYEHEERHNERE
BERERS TAUERERFENADIYEEE
EESGRAMEN - —hFE L¥FEY
MALKE AREEELRANHBNKES
BT — \FRETELHARE1,700,000
Lo EFURDIYEREERAMRREERD
TR WEHR-_E-NEEFONETEHL
MG ARENENKDIYESHEE RS A
BLREHE -RIT/)N1m-HEEED KA
R E RSB B A LA PR K A BN E & AU RK
RN BBIEENADIYEBESERZGWER
AEEER BRI AARPIREEED
RIGEFIDIYEYER - E—XESERT A
REITARBERTET S EREZN R
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Management Discussion & Analysis

EEENWR DM

customization DIY shopping experience. This cross-over
cooperation can penetrate and expand the PRC market rapidly
and most important of all, can foster the popularity of our
brand. Besides, the Group started the discussion with hospitals
for cooperation on the promotion of graphene-based shoes for
pregnant women during the Period and targeted to launch to
the market in the second half of 2019.

Moreover, the Group has sent samples of the Sterilizing Chips
to an overseas well-known producer of air conditioning system
for testing and recognition. As some parameters did not
meet the required standard, our research and development
team is working on the modification and improvement of the
samples and expects to resend the samples for testing soon.
After receiving the recognition, the Sterilizing Chips would
be launched in the overseas market through cooperation
with this producer. Besides, the recognition from the above-
mentioned overseas well-known producer of air conditioning
system would be a strong evidence of the superior quality of
Sterilizing Chips and can greatly assist promotion in the PRC
market, therefore the Directors believed that the revenue of
Sterilizing Chips would increase.

After paying continuous effort and capital investment in
the past few years, the Group gradually transformed from a
traditional manufacturing company to a material technology
company and started to diversify our business to environmental
protection and energy related field. In light of the above,
the Group set up a carbon-based energy storage batteries
research and development line in the first half of 2019 and
first lot of samples were developed and met all the required
standards after testing. The Group targeted to find more
battery manufacturers in the second half of 2019 to start trial
production and prepare for mass production in the coming
year. After the scale expansion, the Group would be able to
enter the energy storage industry by providing energy storage
material, which would become the driving force of higher
profit growth for the future.
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DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 30 June 2019, the interests and short positions of the
Directors and the chief executives of the Company in the
Shares, underlying Shares and debentures of the Company
and its associated corporations (within the meaning of Part
XV of the Securities and Futures Ordinance (the “SFO")),
which were required (i) to be notified to the Company and
the Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests and short positions in which they were
taken or deemed to have under such provisions of the SFO);
(ii) pursuant to section 352 of the SFO, to be entered in the
register maintained by the Company referred to therein; or
(iii) pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) contained in
Appendix 10 to the Rules Governing the Listing of Securities
(the “Listing Rules”) to be notified to the Company and the
Stock Exchange were as follows:

Other Information

EERFERITHRAERKRD - HE
RORBEESPHNESER AR

R-ZE—-HENA=TH EERAQA
FETRABRARGT REBEEE (F
ERBHFRHEKRY ([FHEBEEG])
FEXVER) IS - BB R EEEPESR
(VMBIEFEH M EEPIEXVEETRESD
HENMEARARESBAEXSHMERA
A (B MER AR (BREREE
HFRBEGOBBEEEERRAES
MREZS MR R ) (B IBEE S MBS KNS
32RBAR ARG BEARARTFENE
SRR RAE  SKINRIEZESF LR
B (T ETMARRI] ) ISR 10ATE ETHEITAZE
FRITEFRHIEESTA| ([Z2ESFR]])
MR E BN E AR A KRB R AT A s A
=W/ INE

Interests in the Shares and underlying Shares: RROREBEROPWESS:
Number
of Shares/
underlying Percentage of
Shares (other the Company’s
than share issued share
Name of Directors Capacity and nature of interest options) held capital®
FER®G,
HERG (BRE LEXQASHIT
EEns BORERMEE LA #B RAET DO
Mr. LEUNG Tsz Chung Beneficial owner 6,000,000(L) 0.40%
RFHREE EnA A
Ms. LIN Weihuan (“Ms. Lin")? Interest in controlled corporation 233,155,792(L) 15.68%

MEBLL (M)  EthEEmER

Long positions in share options of the Company:

RAERARBREPHIEFR:
Percentage of
the Company’s

Number of share issued share

Name of Directors Capacity and nature of interest options held® capital®
EARQFE BT

EEps BORERME FEBREHZE® AT DD

Mr. ZHENG Jingdong Beneficial owner 10,500,000(L) 0.71%

BRREE BEmEAA

Mr. LEUNG Tsz Chung Beneficial owner 4,000,000(L) 0.27%

RFHREE BEmEBE A

HIERE —2-hFhiEE
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Notes:

(1 The percentage has been calculated based on the total number
of Shares in issue as at 30 June 2019 (i.e. 1,486,859,608
shares).

(2) Ms. Lin is deemed to be interested in the Shares in which Total
Shine Investments Limited (“Total Shine”) is interested.

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

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

Save as disclosed above, as at 30 June 2019, none of the
Directors and the chief executives of the Company had any
interests or short positions in the Shares, underlying Shares
or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) which
were required (i) to be notified to the Company and the Stock
Exchange pursuant to the provisions of Divisions 7 and 8 of
Part XV of the SFO (including interests or short positions which
they were taken or deemed to have under such provisions
of the SFO); or (ii) pursuant to section 352 of Part XV of the
SFO, to be entered in the register referred to therein; or (iii)
pursuant to the Model Code contained in Appendix 10 to the
Listing Rules, to be notified to the Company and the Stock
Exchange.

CONVERTIBLE SECURITIES, OPTIONS OR
OTHER SIMILAR RIGHTS

All conversion rights attached to the convertible notes in the
principal amounts of HK$110,880,000 and HK$73,920,000
issued by the Company on 16 December 2015 and 2 February
2016 respectively were exercised on 7 December 2018. Details
of convertible notes of the Company are shown in note 15 to
the condensed consolidated financial statements.

Details of share options of the Company are included in the

section “Share Option Scheme” below and also shown in note
18 to the condensed consolidated financial statements.
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Other Information

SHARE OPTION SCHEME

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

Bt El
ARER-T——F— SN\ ERABRE
s BB AR Bl R IS B A AR S B
KM

The following table discloses the outstanding share options

TREBRN_-_ZT-NAFARA=tTHBERE

under the Share Option Scheme as at 30 June 2019:

AHEITR N B R R AT (0 R A

Number of share options
EREyA
Outstanding  Granted  Exercised  Cancelled  Forfeited  Outstanding Exercise price
Date of asat1 duringthe duringthe during the during the asat30  Exercise  pershare
grant”” January 2019 Period Period Period Period June 2019 period 7 (HKS) ~ Notes
H=gB-1% H-g-1%
-B-A ~AZTH SRARE
Name or Category of partiipants SEANESHEN HHAH" WATE AHERL ABMOE ABMEE ABERK  HAGR AER (A1) W
Executive Directors 4i7gs
ZHENG Jingdong 983 101272015 1,500,000 - - - - 1,500,000 A 081
1011272015 2,000,000 - - - - 2,000,000 8 081
10120015 2500000 - - - -m ¢ 08l
101212015 2,000,000 - - - - 2,000,000 D 081
101202015 2,000,000 - - - - 2,000,000 ; 081
1962018 300,000 - - - - mm P 054
19612018 200,000 - - - - 200,000 Q 0.54
LEUNG Tsz Chung 214 1011272015 4,000,000 - - - - 4,000,000 B 081
Sub-total st 14,500,000 - - - - 14,500,000
Employees s
1011272015 9,417,000 - - - - 9,417,000 A 081
101272015 13,356,000 - - - - 13,3%,000 8 081 3
1011272015 695,000 - - - - 695,000 ( 081
101202015 556,000 - - - - 556,000 D 081
1011212015 556,000 - - - - 556,000 t 081
24062016 26,040,000 - - - - 26,040,000 f 067
2462016 17,440,000 - - - - 17,440,000 6 067
2462016 200,000 - - - - 200,000 H 0.67
2462016 160,000 - - - - 160,000 \ 067
240612016 160,000 - - - - 160,000 J 067
16/1212016 75,000 - - - - 75,000 K 099 3
16/1212016 100,000 - - - - 100,000 L 09 3
16/12/2016 125,000 - - - - 125,000 M 099 3
16/12/2016 100,000 - - - - 100,000 N 09 X
16/12/2016 100,000 - - - - 100,000 0 09 X
1962018 40,680,000 - - - - 40,630,000 P 0.54
19/612018 27,120,000 - - - - 27,120,000 Q 0.54
Suo-total st 136,880,000 - - - - 136,880,000
HERY —S-AFHHRE
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Nurber of share options
BRERA
Outstanding  Granted  Exercised Cancelled  Forfeited  Outstanding Exercise price
Date of asat1 duringthe duringthe during the  during the asat30  Exercise  pershare
grant” Jnuary 2019 Period  Period  Period  Period  June2019  period? (HKS) ~ Notes
RoR-NE RoR-NE
-R-A ~A=tA SRIRE
Name o Category of partidpants SEANEZIER RHAH HATE AEERL AEEOE AOM3E AEERK HARE AN (Bm) Wit
Consultants ]
240612016 19,620,000 - - - - 19,620,000 f 067 3
2062016 14,160,000 - - - - 14760,000 G 067 3f
24062016 2,700,000 - - - - 2,700,000 H 067 3
2462016 2,160,000 - - - - 2,160,000 \ 067
24/6/2016 2,160,000 - - - - 2,160,000 J 067 X
16/12/2016 1,350,000 - - - - 1,350,000 K 099
16122016 1,800,000 - - - - 1,800,000 L 099
16/1212016 2,250,000 - - - - 2,250,000 M 099
16/1212016 1,800,000 - - - - 1,800,000 N 099
16/12/2016 1,800,000 - - - - 1,800,000 0 099
19/6/2018 24,000,000 - - - - 24,000,000 P 0.54
19612018 16,000,000 - - - - 16,000,000 Q 0.54
Sub-total 15t 89,800,000 - - - - 89,800,000
Total &t 241,180,000 - - - - 241,180,000
Notes: o

1. The closing prices of the Shares immediately before the date 1. B EBEEREH S —E—RF+—H

of grant on 10 December 2015, 24 June 2016, 16 December +H —ZE—XREXNA-t+HHE--Z
2016 and 19 June 2018 were HK$0.79, HK$0.69, HK$0.99 —R"F+ZA+TABRZZE-NFALA
and HK$0.50 respectively. BRI T ED R A0.798 7T - 0.69

BT~ 0.9978 7T 5 0.50/8 7T ©

2. The respective exercise periods of the share options granted 2. s ERESETEHNT
are as follows:

A: From 10 December 2015 to 9 December 2020; A: —R&E+—_R+HE-_Z=—
7§¢+_)5JHE! ;

B: From 10 December 2016 to 9 December 2020; B : —E—XHF+-_A+HE-_Z=—
TE+-_ANA:

C: From 10 December 2017 to 9 December 2020; C: —E—+&F+-A+HE-_ZT—
TEFT_ANA:

D: From 10 December 2018 to 9 December 2020; D: E—-NF+-_A+AHE=_=—
7§¢+_)5JﬂE! ;

E: From 10 December 2019 to 9 December 2020; E: —hWE+-_HA+HE-_=—
7§¢+_)5Jj15 ;
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F: From 24 June 2016 to 23 June 2021;

G: From 24 June 2017 to 23 June 2021;

H: From 24 June 2018 to 23 June 2021;

From 24 June 2019 to 23 June 2021;

J: From 24 June 2020 to 23 June 2021;

K: From 16 December 2016 to 15 December 2021;

L: From 16 December 2017 to 15 December 2021;

M: From 16 December 2018 to 15 December 2021;

N: From 16 December 2019 to 15 December 2021;

O: From 16 December 2020 to 15 December 2021;

P: From 19 June 2018 to 18 June 2023; and

Q: From 19 June 2019 to 18 June 2023.

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

Other Information

F:f Z2-RFAAZFTOEREZ=F
——ERXAZt+T=8;

G: ZFT-—EtFAAZFTHERE=F
——ERXAZt+T=8:

H: ZZ2-/A\FAAZFTORE=F
——ERXAZt+T=8;
TE-AFEXNAZt+NBEE-Z
——ERXAZt+T=8;

Jo ZEZRERAZ+WAEC=T
——ERXAZt+T=8:

K: ZB-R"F+ZA+TABE=Z
——®+ZA+haB;

L: ZE—tF+-_ATABE=Z
——®+ZA+haB;

M: ZT-N\F+ZA+ABE=F
——%+ZA+haB;

N: ZZ-AF+-ATABE=Z
—_—®+ZA+haAB;

) —E-EF+ A+ RHEZZE
—_—®+ZA+haB;

Pi T \FAA+AAE=T
Z=EFRNATNAR R

Q: ZE-—AFAAE+tHhhHEZZ
Z=FXA+NAB-

ZEBRENEBENAEREBASER
ETEHFRALE-

HIERE —2-hFhiEE




Other Information

a. 6,800,000 share options were granted to two persons
who were employees of the Group and have become
consultants of the Group subsequently.

b. 30,000 share options were granted to a person who
was an employee of the Group and has become a
consultant of the Group subsequently.

C. 40,000 share options were granted to a person who
was an employee of the Group and has become a
consultant of the Group subsequently.

d. 50,000 share options were granted to a person who
was an employee of the Group and has become a
consultant of the Group subsequently.

e. 1,620,000 share options were granted to a person who
was a consultant of the Group and has become an
employee of the Group subsequently.

f. 2,160,000 share options were granted to a person who
was a consultant of the Group and has become an
employee of the Group subsequently.

g. 2,700,000 share options were granted to a person who
was a consultant of the Group and has become an
employee of the Group subsequently.

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

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

ARRANGEMENT FOR DIRECTORS TO
PURCHASE SHARES OR DEBENTURES

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

>\

subsidiaries and fellow subsidiaries a party to any arrangement
to enable the Directors to acquire such rights in any other body
corporate.
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER FTERRRHEMATARS RHE
PERSONS’ INTERESTS AND SHORT POSITIONS RO EERRE
IN SHARES AND UNDERLYING SHARES

As at 30 June 2019, so far as was known to the Directors and RZE—NFNA=+tH BEFERARQ
the chief executives of the Company, the following persons AIFETHRABE U TATSEE (B
or corporations (other than the Directors or chief executives EHRAANTEETHAERIN) RIED K
of the Company) who had, or were deemed or taken to have MR DRSS A EREERE
interests and short positions in the Shares or underlying Shares BN EREIEPIEXVERE2 M35 BB IE L
which would fall to be disclosed to the Company under the BREARNAIFEERELRAIREESBE
provisions of Divisions 2 and 3 of Part XV of the SFO and be &P E336157BE TFEN S B RSTT
recorded in the register required to be kept under Section 336 ~ HME@AAF ZHEFERABNT

of the SFO or as otherwise notified to the Company were as

follows:

Interests and short positions in the Shares and REOREERATPHNEZRXE:
underlying Shares:

Percentage of the

Capacity and nature of Number of Shares/ Company’s issued
Name interests underlying Shares share capital®
EARQNBE BT
£ SO RERMEE B0, 18R R 10 B B &Nl AL
Mr. Sze Ching Bor Interest in controlled 285,879,975 (L) 19.23%
("Mr. Sze™) ™ corporation
FIBREE FriE sl =B =
([£keE])®
Ms. Tsang Shuk Ping @ Spousal interest 285,879,975 (L) 19.23%
BRCELL L @ Ao B
Best Mark International Limited Beneficial owner/Other 240,720,365 (L) 16.19%
("Best Mark") @
EnmEAEAN KM
Total Shine @ Beneficial owner 233,155,792 (L) 15.68%
EmEAA
Ms. Lin @ Interest in controlled 233,155,792 (L) 15.68%
corporation
Mz @ Friz sl =B R R
Bluestone @ Beneficial owner 220,000,000 (L) 14.80%
EA® E=m#EAA

HIERE —2-hFhiEE
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Percentage of the

Capacity and nature of Number of Shares/ Company’s issued

Name interests underlying Shares share capital™®
HARREIE BT
=x B RERMEE B HEERG B RZAE 2 koo
Mr. Zhuang Chaohui ® Interest in controlled 220,000,000 (L) 14.80%
corporation
SEFARE LA PITYE A B 0 4 2
Mr. Chiu Hsin-Wang Beneficial owner 102,000,000 (L) 6.86%
(“Mr. Chiu”) ®
BB AT 95 4 EnEAA
([EBSEA]) ®
Venus Capital Fund @ Beneficial owner 100,800,000 (L) 6.78%
EmlEA A
Venus Capital Management Interest in controlled 100,800,000 (L) 6.78%
Company Limited © corporation
PITYE A B ) 4 2
Ms. Zhang Bihong © Interest in controlled 100,800,000 (L) 6.78%

RBEBLLEO 22 #5125 1B 0 2
Notes: BfaE -

(M
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corporation

Mr. Sze is deemed to be interested in the Shares held by
Best Mark and Capital Vision International Limited (“Capital
Vision”). Best Mark and Capital Vision are wholly owned
and controlled by Mr. Sze and are interested in 240,720,365
Shares and 45,159,610 Shares respectively, representing
approximately 16.19% and 3.04%, respectively of the issued
Shares.

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

Best Mark is wholly owned and controlled by Mr. Sze.
Total Shine is interested in 233,155,792 Shares. Ms. Lin,

who wholly owns and controls Total Shine, is deemed to be
interested in the Shares in which Total Shine is interested.

Interim Report 2019

5 A R A Best Mark & Capital
Vision International Limited ([ Capital
Vision | ) BT #5 AR 19 & % B #& % © Best
Mark & Capital Visionfa S 56 4= 2 EHHB
KAzl 5 Bl 7 240,720,3650% ik 15 &
45,159,610/ i 17 #E B #2593 Rl 48
BB BT 4716.19% &%3.04% °

EEEZERRFLLTHRREELE
ERFBARE 2 e

Best Markey 2 e = 2 B A L% 1l -

Total Shine233,155,792% f% 17 &1 #
B - ML (2EHB RIEHTotal
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HEHRE -



(5) Bluestone is interested in 220,000,000 Shares. Mr. Zhuang
Chaohui, who wholly owns and controls Bluestone, is deemed
to be interested in the Shares in which Bluestone is interested.

(6) Mr. Chiu has obtained share options granted by the Company
entitling him to acquire 20,000,000 Shares. Mr. Chiu has also
subscribed for 82,000,000 Shares pursuant to the terms of
the subscription agreement as detailed in the announcements
dated 9 November 2018, 12 November 2018 and 8 March
2019.

(7) Venus Capital Fund has subscribed for 100,800,000 Shares
pursuant to terms of the subscription agreement as detailed
in the announcements dated 9 November 2018, 12 November
2018 and 8 March 2019.

(8) Venus Capital Management Company Limited wholly owns
Venus Capital Fund and is deemed to be interested in the
Shares in which Venus Capital Fund is interested.

9) Ms. Zhang Bihong, who wholly owns and controls Venus
Capital Management Company Limited, is deemed to be
interested in the Shares in which Venus Capital Management
Company Limited is interested.

(10)  The percentage has been calculated based on the total number
of Shares in issue as at 30 June 2019 (i.e. 1,486,859,608
shares).

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

Save as disclosed above, as at 30 June 2019, none of the
Directors and the chief executives of the Company was aware
of any other person (other than the Directors or the chief
executives of the Company) or corporation which had, or
was deemed or taken to have, an interest or short position
in the Shares, underlying Shares or debentures which would
fall to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO and be recorded in the
register required to be kept under section 336 of the SFO or as
otherwise notified to the Company.

INTERIM DIVIDEND

The Directors do not recommend the payment of any interim
dividend for the Period (for the six months ended 30 June
2018: Nil).

Other Information

(5) B AF220,000,0000% %15 % B HE o
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(6) HAEEBRB ARG TRBRE: L
Ui #%20,000,0008% % 15 © £ 5% 4 IR AR
BREBE 2GR (FBEHENESAZ
Z-NEFE+—ANH ZZE—N\F+—
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Other Information

CORPORATE GOVERNANCE

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

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

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

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

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

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

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

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

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

On behalf of the Board

ZHENG Jingdong
Chairman

Hong Kong
30 August 2019
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

HHGAERERERAtEZEKRE X

For the six months ended 30 June 2019 #HZ_-—ZE—hFNA=1+HIi~EA

Six months ended 30 June
BEAABA=1+HIEA@EA

2019 2018
—E-hEF —E-)N\F
Notes RMB’000 RMB’000

k23 AR¥T T AREFTT
(unaudited) (unaudited)
(REER) (REEFEZ)

REVENUE g 4 99,948 101,726
Cost of sales SHER (80,932) (76,679)
GROSS PROFIT EF 19,016 25,047
Other net income and gains E U A R FRE 4 988 1,109

Reversal of impairment loss/(impairment HEMREECEWRE S
loss) on trade receivables from sales of FRFORERERE Ol

goods BEE) 191 (6,013)
Selling and distribution expenses HE ko iERX (6,494) (5,946)
General and administrative expenses —RERITERF S (24,484) (26,657)
Amortisation of intangible assets B EEEE 10 (26,360) (36,298)
Finance costs L& KA 5 (3,198) (2,859)
Fair value loss on convertible notes at fair  ZA VAT ABZE 2 A

value through profit or loss BEiRz A FEEX 15 - (4,769)

Fair value gain on provision for contingent &2 FEsF ABZ 2 804
consideration at fair value through profit ~ RE##E 2 A FEKZ

or loss 16 9291 742
LOSS BEFORE TAX BB RIEE 6 (39,350) (55,644)
Income tax (expense)/credit FTS®i () M 7 (905) 643
LOSS FOR THE PERIOD AND TOTAL ARBHEEAEMBRE

COMPREHENSIVE EXPENSES FOR THE BERHBAZEEEEE
PERIOD ATTRIBUTABLE TO OWNERS

OF THE COMPANY (40,255) (55,001)
LOSS PER SHARE BREE 8

— Basic (RMB) —EAR(ARE) (0.028) (0.051)

— Diluted (RMB) —E5(ARE) (0.028) (0.051)

Details of the dividends are disclosed in note 9 to the f% B IS W BEN AR A IS HmMERM T
condensed consolidated financial statements.
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Condensed Consolidated Statement of Financial Position

BHEESHBHERR K

As at 30 June 2019 R _-Z—NWFNNA=+H

30 June 31 December
2019 2018
—E-NF —E-)N\F
ARA=+H T-HAH=+—H
Notes RMB’000 RMB’000
B et ARET T AREEFITT
(unaudited) (audited)
(REEZ) (88 5F%)
NON-CURRENT ASSETS FRBEE
Property, plant and equipment M - B MR 49,194 51,415
Right-of-use assets EREEE 28,005 -
Prepaid land lease payments e - 26,223
Intangible assets B EE 10 337,905 364,246
415,104 441,884
CURRENT ASSETS REBEE
Other financial assets at amortised cost  IZEE SR AT E 2
HihemEE 480 -
Inventories FE 23,692 40,556
Trade receivables e E Z RN 11 20,304 33,659
Prepayments, deposits and other TERTRIE - 1R R E AR
receivables EE| 9,592 7,480
Pledged deposits EERTFR 3,855 -
Cash and bank balances IRE NIRRT 32,400 21,080
90,323 102,775
Assets classified as held for sale SEAEEHFENEE 12 26,000 26,000
116,323 128,775
CURRENT LIABILITIES REBAE
Trade and bills payables BB SRR R ENRE 13 41,690 46,806
Deposits received, other payables and EiiES - H AR RRIE K&
accruals JEETE 40,066 81,808
Short term borrowings WHIEE 14 121,100 123,100
Lease liabilities HERE 591 -
Income tax payable FERTFRSHiIE 50 200
203,497 251,914
NET CURRENT LIABILITIES RBEEEE (87,174) (123,139)
TOTAL ASSETS LESS CURRENT REERABEME
LIABILITIES 327,930 318,745
BEKY ZE—hFHhEHRE
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As at 30 June 2019 R—-ZFE—hFNNA=+H

Condensed Consolidated Statement of Financial Position

30 June 31 December
2019 2018
—E-NF —E-)N\F
A~A=+H +=-—A=+—H
Notes RMB’000 RMB'000
Ktat AR¥T AREFTT
(unaudited) (audited)
(REEZ) (8 F%)
NON-CURRENT LIABILITIES FRBEE
Lease liabilities HEaE 838 -
Provision for contingent consideration s AR(B B 16 3,778 2,312
Deferred tax liability RIEMIERE 2,568 2,491
7,184 4,803
NET ASSETS EEFE 320,746 313,942
CAPITAL AND RESERVES EXR#EE
Share capital % 7 17 99,310 86,758
Reserves B 221,436 227,184
TOTAL CAPITAL AND RESERVES ERRFHEARE 320,746 313,942
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Condensed Consolidated Statement of Changes in Equity
BRAEEREH R

For the six months ended 30 June 2018 HE_Z—N\FA=1TBINEA

Attributable to owners of the Company
RATEEAER
Reserves
e
Statutory  Exchange  Capital ~ Share
Share ~ Share Contributed  surplus fluctuation redemption  options Accumulated Total Total
capital  premium  surplus fund  reseve  reseve  reserve  losses reserves equity
AERS ENRE AARE B
BE RiEE E4ER NS BR 0 BRE BB ZHEE BREE EaeR
RMB'000  RMB'000  RMB'O00  RMB'O00  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'00
NRETT ARETT ARBTR ARETR ARETR ARETR ARETR ARETR ARETT ARETR

At 1 January 2018 (audited) R-E-N\E-B-R(EEH) 71629 416305 141376 95478 155 54 28284 (340358 341784 413413
Loss and total comprehensive expense for ~ BAERRATERAE
the period - - - - - - - (55,001 (55,001 (55,001)
Equity-setted share option amrangements  IREEENERELE - - - - - - 88 - B8 885
Forfeiture of share options RO - - - - - S8 178 - -
At 30 June 2018 (unaudited) RZF-NERA=TH(XEEN) 71609 41635 141376 95478 155 54 35357 (393578) 295,637 367,266
For the six months ended 30 June 2019 HE-_ZT-NFAA=THILXEA
Attributable to owners of the Company
KATREARL
Reserves
i
Statutory Exchange  Capital ~ Share
Share  Share Contributed  surplus fluctuation redemption ~options Acumulated ~ Total  Total
capital premium  surplus  fund  reserve  reserve  reserve  losses reserves  equity
tERR EXRE EARED  ERE
Ra ROEE E4E% LNBE  BR  BE BB EHEE GREE REER
RMB'000 RMB'000 RMB000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000  RMB'000
ARBTL ARBTR ARRTR ARMTR ARBTR ARETR ARMTR ARMTR ARETR ARETR
At 1 January 2019 (audited) R-2-1%-B-A(EEH) 8,58 SEIB5 WA S48 155 S 41800 (61564 227084 31390
Loss and total comprehensive expense for — AEEEER AR EE
the Period - - - - - - - (40255 (40,255) (40,255)
Equity-setted share option amrangements  DIREEENERERE - - - - - - 388 - 386 3886
Subsciption of new shares FER 125 3062 - - - - - - N6 B3m
At 30 June 2019 (unaudited) WoE-RERRZTR(REER) 99310 594436 141376 95478 155 54 4568 (65,219) 221436 320,746
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Condensed Consolidated Statement of Cash Flows

FHGAEHRERER

For the six months ended 30 June 2019 #Z —ZE— N F A=+ HIFEAH

Six months ended 30 June
BZEAABA=1+HIEA@EA

2019 2018
—E-AE —T-)N\F
RMB’000 RMB'000

AR¥T T AREFIT
(unaudited) (unaudited)
(REEZ) (REEFEZ)

NET CASH FLOWS FROM/(USED IN): i/ (FR)BRERETHE
Operating activities g EE 1,984 11,968
Investing activities REEH (8,699) (3,078)
Financing activities BMEEH 18,035 (8,859)
NET INCREASE IN CASH AND CASH HERBESEEY

EQUIVALENTS EHNFE AR 11,320 31
Cash and cash equivalents at beginning of HyRe MRS EEY

period 21,080 5,888

CASH AND CASH EQUIVALENTS AT END OF HIRBRERBEEZEY
PERIOD 32,400 5,919

ANALYSIS OF BALANCES OF CASH AND BHeERBESEEY
CASH EQUIVALENTS RO
Cash and bank balances Hae MIRITES 32,400 5,919
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Notes to the Condensed Consolidated Financial Statements

R AARE MK ®RRMEE

For the six months ended 30 June 2019 #Z -—Z—WFNA=1+HINEA

CORPORATE INFORMATION

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

The principal activity of the Company is investment
holding. The Group is engaged in the manufacture and
sale of slippers, sandals, casual footwear, Graphene-
based EVA Foam Material, Graphene-based Slippers and
Sterilizing Chips. An analysis of the Group’s performance
for the Period by business segment is set out in note 3 to
the Interim Financial Statements.

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

BASIS OF PREPARATION

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

The Interim Financial Statements should be read in
conjunction with the annual financial statements for
the year ended 31 December 2018, which have been
prepared in accordance with International Financial
Reporting Standards (“IFRSs").
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BASIS OF PREPARATION (continued)

As at 30 June 2019, the Group’s current liabilities
exceeded its current assets by approximately
RMB87,174,000. The Group incurred a loss for the Period
of approximately RMB40,255,000. These conditions
indicate the existence of a material uncertainty which
may cast significant doubt on the Group’s ability to
continue as a going concern and therefore, the Group
may not be able to realise its assets and discharge its
liabilities in the normal course of business.

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

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

2. The Group will implement operational plans to

control costs and general adequate cash flow from
the Group’s operations.

Interim Report 2019

Notes to the Condensed Consolidated Financial Statements
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Notes to the Condensed Consolidated Financial Statements

R AARE MK ®RRMEE

For the six months ended 30 June 2019 #Z -—Z—WFNA=1+HINEA

BASIS OF PREPARATION (continued)

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

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

The Interim Financial Statements have been prepared in
accordance with the same accounting policies adopted
in the 2018 annual financial statements, except for
the accounting policy changes that are expected to be
reflected in the 2019 annual financial statements as
detailed below:

The Group has adopted the following new and revised
IFRSs which are effective for the Group’s financial year
beginning on 1 January 2019.
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BASIS OF PREPARATION (continued)

IFRS 16
IFRIC*-Int 23

Leases

Uncertainty over Income
Tax Treatments

Prepayment Features with
Negative Compensation

Plan Amendment, Curtailment
or Settlement

Long-term Interests in Associates
and Joint Ventures

Annual Improvements to IFRSs
2015-2017 Cycle

Amendments to IFRS 9
Amendments to IAS 19
Amendments to IAS 28

Amendments to IFRSs

* IFRIC represents the International Financial Reporting
Standards Interpretation Committee

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

IFRS 16 Leases

IFRS 16 supersedes IAS 17 Leases (“IAS 17"), IFRIC 4
Determining whether an Arrangement contains a Lease,
Standing Interpretation Committee (“SIC")-15 Operating
Leases-Incentives and SIC-27 Evaluating the Substance
of Transactions Involving the Legal Form of a Lease.
The standard sets out the principles for the recognition,
measurement, presentation and disclosure of leases, and
requires lessees to account for all leases under a single
on-balance sheet model.

Lessor accounting under IFRS 16 is substantially
unchanged under IAS 17. Lessors will continue to classify
leases as either operating or finance leases using similar
principles as in IAS 17. Therefore, IFRS 16 did not have an
impact for leases where the Group is the lessor.

The Group adopted IFRS 16 using the modified
retrospective method of adoption with the date of initial
application of 1 January 2019. Under this method, the
standard is applied retrospectively with the cumulative
effect of initially applying the standard recognised at the
date of initial application.

Interim Report 2019
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For the six months ended 30 June 2019 #Z —ZE— N F A=+ HIFEAH
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BASIS OF PREPARATION (continued)
IFRS 16 Leases (continued)
(a) Nature of the effect of adoption of IFRS 16

The Group has lease contracts for various items of
production plant and premises. Before the adoption
of IFRS 16, the Group classified each of its leases
(as lessee) at the inception date as either a finance
lease or an operating lease. A lease was classified
as a finance lease if it transferred substantially all
of the risks and rewards incidental to ownership
of the leased asset to the Group; otherwise it was
classified as an operating lease. Upon adoption
of IFRS 16, the Group applied a single recognition
and measurement approach for all leases, except
for lease contracts with a lease term of 12 months
or less and do not contain a purchase option
(“short-term leases”) and lease contracts for which
the underlying asset is of low value (“low-value
assets”). The standard provides specific transition
requirements and practical expedients, which have
been applied by the Group.

Leases previously accounted for as operating
leases

The Group recognised right-of-use assets and lease
liabilities for those leases previously classified as
operating leases, except for short-term leases and
leases of low-value assets. The right-of-use assets
were recognised based on the amount equal to the
lease liabilities, adjusted for any related prepaid and
accrued lease payments previously recognised. Lease
liabilities were recognised based on the present
value of the remaining lease payments, discounted
using the incremental borrowing rate at the date
of initial application. The weighted average of the
incremental borrowing rates used for determination
of the remaining lease payments was 4.95%.

To ease the transition to IFRS 16, the Group
applied a practical expedient at the date of initial
application of IFRS 16 whereby it elected not to
apply the requirements of IFRS 16 in respect of the
recognition of lease liabilities and right-of-use 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.
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Notes to the Condensed Consolidated Financial Statements

EEHEE M HRRMEE

For the six months ended 30 June 2019 #Z —ZE— N F A=+ HIFEAH

2. BASIS OF PREPARATION (continued) 2. mEEE)
IFRS 16 Leases (continued) BRI R EERFE16HELN(E)
(a) Nature of the effect of adoption of IFRS 16 (a) ERAEIRRE IR EERIZE 165
(continued) HEIME(E)
The effect of adoption of IFRS 16 is as follows: BR 40 B B B R R o 2E B 551658
VBT

BN _F-NF—A—HHOKRE
ERERARSVBRNENE

Impact on the unaudited condensed consolidated
statement of financial position as at 1 January 2019:

£
=

Increase/
(decrease)
i,
(RA)
RMB’000
ARMKFIT
(unaudited)
(REEZ)
Assets BE
Non-current assets FEREEE
Right-of-use assets FRHEEE 28,204
Prepaid land lease payments e Lt e (26,223)
Total non-current assets IEmEEERRE 1,981
Current assets BB E
Prepayments, deposits and other receivables BN FRIE - 12 & K& H fh fE U7 0E (775)
Total current assets M EELREE (775)
Total assets BEREE 1,206
Liabilities =N
Current liabilities BB &
Lease liabilities HEBE 315
Total current liabilities B A ERE 315
Non-current liabilities FERENE &
Lease liabilities HEBE 891
Total non-current liabilities JEREEEERE 891
Total liabilities BEBERE 1,206

Baofeng Modern - Interim Report 2019




Notes to the Condensed Consolidated Financial Statements

R AARE MK ®RRMEE

For the six months ended 30 June 2019 #EZ —Z—WF NA=+HiF~EA

2. BASIS OF PREPARATION (continued) 2. WmEBEEE)
IFRS 16 Leases (continued) BB R EEAE 165N (E)
(a) Nature of the effect of adoption of IFRS 16 (a) ERANEIRRE IR EERIZE 165
(continued) HFEIHE(E)
The effect of adoption of IFRS 16 is as follows: B 4 B B B R R 5 2E B 5B 165%
(continued) W ENT (&)
The following table reconciles the operating lease TEREINR_ZE—-NF+A
commitments as at 31 December 2018 to the =T HRKEEEAEER
opening balance for lease liabilities recognised as at T-NF—A—HEZNHEES
1 January 2019: B F S HER -
RMB’000
AREFT
(unaudited)
(REEZ)
Operating lease commitments as at 31 RZZE—N\F+_A=+—HH
December 2018 BT B 1,652
Less: commitments relating to leases exempt & : 7B B8 £ % & AL B 70 & &
from capitalisation: B2
— short-term leases and other leases with —RHAHE KRR
remaining lease term ending on or —_E— L FE+ = H
before 31 December 2019 =+ —HZZRIER
HiiH & (293)
Total undiscounted lease liabilities as at 1 RZZE—-—NF—A—BHEABERE
January 2019 for adoption of IFRS 16 B s s &5 BB 1655 2 AT
REEREER 1,359
Weighted average incremental borrowing rate  —Z—h % — B — B ik F151E
as at 1 January 2019 %%’(ﬂ 4.95%
Lease liabilities as at 1 January 2019 RZZE-—NF-—HA—-—BHHEE
BB 1,206
(b) Summary of new accounting policies (b) FEHBERBE
Set out below are the new accounting policies of VAN &I AR S R W.y\(ﬁﬁ%#ﬁ&
the Group upon adoption of IFRS 16, which have HERB 165 BTG BUR
been applied from the date of initial application: BEAERAEHSRRER

HIERE —2-hFhiEE




Notes to the Condensed Consolidated Financial Statements

EEHEE M HRRMEE

For the six months ended 30 June 2019 #Z —ZE— N F A=+ HIFEAH

fmBLELYE (18)
B RS ERE165RAN ()
(b) HMEHHEMEE)

2. BASIS OF PREPARATION (continued) 2.
IFRS 16 Leases (continued)
(b) Summary of new accounting policies

36
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(continued)

Right-of-use assets

The Group recognises right-of-use assets at the
commencement date of the lease (i.e. the date the
underlying asset is available for use). Right-of-use
assets are measured at cost, less any accumulated
depreciation and impairment losses, and adjusted
for any remeasurement of lease liabilities. The
cost of right-of-use assets includes the amount
of lease liabilities recognised, initial direct costs
incurred, and lease payments made at or before
the commencement date less any lease incentives
received. Unless the Group is reasonably certain to
obtain ownership of the leased asset at the end of
the lease term, the recognised right-of-use assets
are depreciated on a straight-line basis over the
shorter of its estimated useful life and the lease
term. Right-of-use assets are subject to impairment.

Lease liabilities

At the commencement date of the lease, the Group
recognises lease liabilities measured at the present
value of lease payments to be made over the lease
term. The lease payments include fixed payments.

In calculating the present value of lease payments,
the Group uses the incremental borrowing rate at
the lease commencement date if the interest rate
implicit in the lease is not readily determinable.
After the commencement date, the amount of lease
liabilities is increased to reflect the accretion of
interest and reduced for the lease payments made.
In addition, the carrying amount of lease liabilities
is remeasured if there is a modification, a change in
the lease term, a change in the in-substance fixed
lease payments or a change in the assessment to
purchase the underlying asset.

Short-term leases and leases of low-value
assets

The Group applies the short-term lease recognition
exemption to its short-term leases of production
plant and premises (i.e. those leases that have
a lease term of 12 months or less from the
commencement date and do not contain a purchase
option). Lease payments on short-term leases are
recognised as expense on a straight-line basis over
the lease term.
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Notes to the Condensed Consolidated Financial Statements

R AARE MK ®RRMEE

For the six months ended 30 June 2019 #Z -—Z—WFNA=1+HINEA

2. BASIS OF PREPARATION (continued)
IFRS 16 Leases (continued)

(c) Amounts recognised in the unaudited
condensed consolidated statement of
financial position and unaudited condensed
consolidated statement of profit or loss and
other comprehensive income

The movements of the carrying amounts of the
Group's right-of-use assets and lease liabilities

2. WBEEE)

BB SRS RIS 16 R (42)

() RAREELMALZREMBRR
REREERBRGESRER
REMZEBERAEINE
H

REBRARENEREEER
HEAGENEREEZ W

during the Period are set out below: N
Right-of-use assets
EREEE
Land use Lease
right Buildings Total liabilities
T b fE A BF BE HESE
RMB’000 RMB’000 RMB’000 RMB’000
AREFIT AREFT ARKEFT ARETTT
(unaudited)  (unaudited) (unaudited) (unaudited)
(RigEz) (RgEz) (REER) (CREER)
As at 1 January 2019 R _ZE—hFE
—H—H 26,954 1,250 28,204 1,206
Additions 0 - 448 448 448
Depreciation expenses  HTEMR X (365) (282) (647) -
Interest expenses TR - - - 41
Payments (NE-A - - - (266)
As at 30 June 2019 RZTE—NF
~NA=+H 26,589 1,416 28,005 1,429

The Group recognised rental expenses from short-
term lease payments of approximately RMB220,000
for the Period (note 6).

NEERERAN AR SHBEENK
MM S Y A% ARE220,000
TC(BI5E6)°

HIERE —2-hFhiEE
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Notes to the Condensed Consolidated Financial Statements

EEHEE M HRRMEE

For the six months ended 30 June 2019 #Z —ZE— N F A=+ HIFEAH

>\

SEGMENT INFORMATION

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

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

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

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

Baofeng Modern - Interim Report 2019
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Notes to the Condensed Consolidated Financial Statements

R AARE MK ®RRMEE

For the six months ended 30 June 2019 #HZ—-Z—hWFNA=1HIE~EA

SEGMENT INFORMATION (continued)

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

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

Segment assets exclude property, plant and equipment,
right-of-use assets, prepaid land lease payments,
intangible assets, other financial assets at amortised cost,
raw materials, work in progress, prepayments, deposits
and other receivables, pledged deposits, cash and bank
balances and assets classified as held for sale as these
assets are managed on a group basis.

Segment liabilities exclude trade and bills payables,
certain other payables and accruals, short term
borrowings, lease liabilities, income tax payable, deferred
tax liability and provision for contingent consideration as
these liabilities are managed on a group basis.

’““Bﬁﬂ@l(ﬁ

S RE AT R AR BT
%%%W%F B R H RS R
SEER HBEREALRHBE
EHRG 8RR RS BB
T B

7 HB i ) 2 B 1R 5 & 0 R FRER A A
SELMEE L E D RS W
A EHA R Bod A R M s F 8 -
HZEFE&% BAFEFABR( %
NHEFARZ D) 2 TBREER R
AREBREZAFEZS BERAK
REEMEMADEFHX -

HRYE W N EREEE
BANtEe BREE REHK
AAEBZHBEREE RV
B BARIE RE ME MR
B BEMER B RRITERN
DERBERENEEOREEEE
HEENEE WIS ANHEE -

HRENE SRR LENRE 580
Hip R RERER  EHE
& HERE ENMEHRE BIEH
Iﬁ%ﬁ&iﬁfﬂﬁﬁéﬁiﬁ%&%l
HEENEE BT ANBHEE
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Notes to the Condensed Consolidated Financial Statements

EEHEE M HRRMEE

For the six months ended 30 June 2019 #EZ —ZE—AFNA=+HILNEH

3. SEGMENT INFORMATION (continued) 3. ZEERE)
Period ended 30 June 2019 BE-E—NGFAA=1+HILHEMHE
Graphene-
Boree based
Products Products OEM Total
EABER RERER b
RMB'000 RMB'000 RMB'000 RMB'000
ARBTR AR¥TRT AR¥ETR AR¥TR
(unaudited)  (unaudited) (unaudited) (unaudited)
(REBER) (REER) (CREBER)  (REER)
Segment revenue ok 16
Sales to external customers MINREFHE 1,110 546 98,292 99,948
Segment results TEEE (855) (196) 13,573 12,522
Reconciliation: HEE -
Interest income SN 45
Other unallocated net income and E A2 FRA Kz 558
gains 943
Reversal of impairment loss on ~ HEBRELZEIRE FEX
trade receivables from sales of ~ JREEERE
goods 191
Corporate and other unallocated % R E AN EH T
expenses (24,484)
Amortisation of intangible assets & & E (26,360)
Fair value gain on provision for ~ RAFEFFABZEZAARE
contingent consideration at BBz A PERR
FVTPL 991
Finance costs BEMK (3,198)
Loss before tax BRERIE R (39,350)
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Notes to the Condensed Consolidated Financial Statements

R AARE MK ®RRMEE

For the six months ended 30 June 2019 #EZ —Z—WF NA=+HiF~EA

3. SEGMENT INFORMATION (continued) 3. oWERAE)
As at 30 June 2019 R=-FB—hEXRA=TH
Graphene-
Boree based
Products Products OEM Total
EABER REFER wmm
RMB'000 RMB’000 RMB'000 RMB'000
ARETT AR¥ETRT ARETRT ARETx
(unaudited) (unaudited) (unaudited) (unaudited)
(RBER) (RBER) (RBER) (RBER)
Segment assets PHEE 2,551 414 22,425 25,390
Reconciliation: HE
Corporate and other unallocated ¥ REMADEEE
assets 480,037
Assets classified as held for sale AR ERENEE 26,000
Total assets BEAR 531,427
Segment liabilities FHEE 300 - - 300
Reconciliation: i
Corporate and other unallocated ¥R EMANEEE
liabilities 210,381
Total liabilities BEER 210,681

HIERE —2-hFhiEE
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Notes to the Condensed Consolidated Financial Statements

EEHEE M HRRMEE

For the six months ended 30 June 2019 #Z —ZE— N F A=+ HIFEAH

3. SEGMENT INFORMATION (continued) 3. oWERGAE)
Period ended 30 June 2018 BE-Z-N\EXA=1HLEHH
Graphene-
Boree based
Products Products OEM Total
EANBER AERER ek

RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETE AR
(unaudited) (unaudited) (unaudited) (unaudited)
(Riegz) (REER)  (REER)  (REER)

Segment revenue ok 16
Sales to external customers FNREPHEE 2,147 2,294 97,285 101,726
Segment results DEEE 20 (172) 19,253 19,101
Reconciliation: #HEE -
Interest income FMEWA 23
Other unallocated net income B R A B R a5 58

and gains 1,086
Impairment loss on trade HERRELZEKES

receivables from sales of goods EXREBR (6,013)
Corporate and other unallocated ~ ®EREMADEHT

expenses (26,657)
Amortisation of intangible assets ~ E/ A EH (36,298)
Fair value loss on convertible notes A (Bt ABE 2 ATH#AfL

at FVTPL FBRZDTERE (4,769)
Fair value gain on provision for BROHEFABRZIARK

contingent consideration at BEEz ATERS

FVTPL 742
Finance costs E-%S (2,859)
Loss before tax PRE R R (55,644)

42
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Notes to the Condensed Consolidated Financial Statements

R AARE MK ®RRMEE

For the six months ended 30 June 2019 #Z -—Z—WFNA=1+HINEA

3. SEGMENT INFORMATION (continued) 3. DEERE)
As at 31 December 2018 R-ZE-N\E+=ZHA=+—H
Graphene-
Boree based
Products Products OEM Total
EANBEM AERER Haks)

RMB'000 RMB'000 RMB'000 RMB'000
ARET ARETT ARETT ARETT
(audited) (audited) (audited) (audited)
(85 %) (&%) (&%) (&%)

Segment assets THEE 1,580 461 55,716 57,757
Reconciliation: HE
Corporate and other unallocated ¥ REMANEEE

assets 486,902
Assets classified as held for sale D EAZEEFENEE 26,000
Total assets LELS 570,659
Segment liabilities FHaE 300 - - 300
Reconciliation: i
Corporate and other unallocated (¥R EMANEEE

liabilities 256,417
Total liabilities BEES 256,717
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Notes to the Condensed Consolidated Financial Statements

EEHEE M HRRMEE

For the six months ended 30 June 2019 #Z —ZE— N F A=+ HIFEAH

3. SEGMENT INFORMATION (continued) 3. oE&ER#E)
Geographical information ih & & K
(a) Revenue from external customers (a) KREIIREFEH Kz

Six months ended 30 June

BENA=THILAEA

2019 2018
—g2-hE T \F
RMB’000 RMB'000

AR¥T AREFTT
(unaudited) (unaudited)
(REEZX) (REEEZ)

PRC (principal place of operations) RE(FELRSHEL) 4,406 6,072
us e 93,398 93,022
South America A EM 307 572
Europe M 415 314
South East Asia R 161 975
Other countries =R ETER 1,261 771
99,948 101,726
The revenue information above is based on the N EREERERERFAEZ
locations of the customers. 4o
(b) Non-current assets (b) ¥REBEE

30 June 31 December
2019 2018
—E-hF —T-N\F
~B=+tH +=—A=+—H

RMB’000 RMB’'000

AR¥T T ARETIT

(unaudited) (audited)

(REER) (&F;%)

PRC (principal place of operations) FE(EEBLEHE) 415,103 441,881

The non-current assets information above is based N EIERBEEER HEREE
on the locations of the assets. UEBEE|D -

44
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Notes to the Condensed Consolidated Financial Statements

R AARE MK ®RRMEE

For the six months ended 30 June 2019 #Z -—Z—WFNA=1+HINEA

SEGMENT INFORMATION (continued) 3. oEERE)

Information about major customers FEEFNEHR

Revenue from customers of the corresponding periods R ke BP 2 W FmAE
contributing over 10% of the total sales of the Group are EEHEE10%ALEWT ¢

as follows:

Six months ended 30 June

BENA=THILLAEA

2019 2018
—E-hEF —E-N\F
RMB’000 RMB'000

AR¥T T ARETIT
(unaudited) (unaudited)
(REHER) (REEEZ)

Customer A ZEA 47,456 57,306

Customer B ZFB 33,744 13,931

Customer C* BPCH 6,088 11,951

* Revenue from Customer C contributed less than 10% of * RAFREREZEPCZWEMAE
the total sales of the Group for the Period. B @HEELN10% °

The Group’s major customers are in the OEM segment. REENETERFKBEOEMDE
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Notes to the Condensed Consolidated Financial Statements

EEHEE M HRRMEE

For the six months ended 30 June 2019 #Z —ZE— N F A=+ HIFEAH

4. REVENUE, OTHER NET INCOME AND 4, WzxH HMWARKRZFEE
GAINS
Revenue, which is also the Group’s turnover, represents WM AREBEM L ERE HERE
the net invoiced value of goods sold, after allowances for MBRRERESINBENEEER
returns and trade discounts. BEFE -
An analysis of revenue, other net income and gains is as Weas ~ E A A R U a5 ) F 58 H) 0 A a8
follows: N

Six months ended 30 June

BEAA=THLAEA

2019 2018
—g-nE T )\F
RMB’000 RMB’000

ARBTTT ARETIT
(unaudited) (unaudited)
(REEZ) (REEEZ)

Revenue g

Manufacture and sale of goods FENMEEER 99,948 101,726
Other net income and gains HAty A K Wiz R R

Interest income U A 45 23
Sales of scrap material $H & RER} 261 290
Rental income He WA 184 104
Subsidy income PN 498 576
Exchange gain P 5 W o - 116

988 1,109

5. FINANCE COSTS L
5. BERAK
Six months ended 30 June
BZEAA=1tHILAXHEA

2019 2018
—g-nE  —TF
RMB’000 RMB’000

AR¥T T AREETIT
(unaudited) (unaudited)
(REEZ) (REEENZ)

Interest on loans BRI B 3,157 2,859
Interest expense on lease liabilities HEAENERX 41 -
3,198 2,859
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Notes to the Condensed Consolidated Financial Statements

R AARE MK ®RRMEE

For the six months ended 30 June 2019 #Z -—Z—WFNA=1+HINEA

6. LOSS BEFORE TAX 6. BRBIAIEE
The Group’s loss before tax is arrived at after charging/ AEBOKRBEATEEE NG, (GTA)
(crediting) the following items: LATNIER -

Six months ended 30 June
BEAA=1tHIAXHEAR

2019 2018
—-nE  —TF
RMB’000 RMB’000

ARETTT AREEFTT
(unaudited) (unaudited)
(REEZ) (REEEZ)

Cost of inventories sold* EEFERA* 81,007 77,109
Depreciation of property, plant M - B MBI E
and equipment* 3,028 2,923
Depreciation of right-of-use assets* CREEETE 647 -
Amortisation of prepaid land lease TEfT A S 8
payments - 365
Amortisation of intangible assets B E 26,360 36,298
Operating lease rentals*(Note 2) mEROEe*(MF2) 220 682
Employee benefit expenses (including EEBAMFAZ(BIEES
directors’ remuneration)*: BB ) >
Wages and salaries ITEMHS 25,328 27,606
Equity-settled share based payments MR A4S B AR 1 A 5
EOKNEA 3,886 8,854
Staff welfares EERA 438 634
Contributions to retirement benefits RIRBFIF B
schemes 1,456 1,500
31,108 38,594
(Reversal of impairment loss)/impairment HEMREEZERE R
loss on trade receivables from sales of FORAEBERRE), RE
goods [gi=! (191) 6,013
Reversal of write down of inventories 7 E MR E (75) (430)
Loss on disposal of items of property, plant HE¥E  BEKLZEEB
and equipment &8 - 89
Exchange loss/(gain), net fE R 8K (Was ) F 58 92 (116)
Research and development costs** B AR * * 4,971 3,704
* The cost of inventories sold for the Period includes * ABFHEEFEXRNEBIEAHANRL
approximately RMB17,063,000 (2018: RMB20,357,000) 17,063,000 ( —Z—/1F : AR
relating to direct staff costs, depreciation of 20,357,0007T) I B #ZIES LK - £
manufacturing facilities and operating lease rentals in BRI E LR + ] 1 T 4R 4%
respect of land and buildings, which are also included in Bt MHEEFEHIIBFAEX
the respective total amounts disclosed above for each of BT ¥ 55 = M R S w HE B B B -

these types of expenses.

**  The research and development costs are included in wx IHBEL KA A ABHESEZE
“General and administrative expenses” in the condensed B2 EkzER [—RR7THE

consolidated statement of profit or loss and other * /o
comprehensive income.
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INCOME TAX (EXPENSE)/CREDIT

On 21 March 2018, the Hong Kong Legislative Council
passed The Inland Revenue (Amendment) (No. 7) Bill
2017 (the "Bill”) which introduces the two-tiered profits
tax rates regime. The Bill was signed into law on 28
March 2018 and was gazetted on the following day.
Under the two-tiered profits tax rates regime, the first
HK$2 million of profits of the qualifying group entity
will be taxed at 8.25%, and profits above HK$2 million
will be taxed at 16.5%. The profits of group entities not
qualifying for the two-tiered profits tax rates regime will
continue to be taxed at a flat rate of 16.5%.

No provision for Hong Kong profits tax has been
provided as the Group’s tax losses brought forward
from prior years exceeded the assessable profits arising
in Hong Kong for the Period (2018: Nil). Taxes on
profits assessable in the PRC have been calculated
at the prevailing rates, based on existing legislation,
interpretations and practices in respect thereof.

Notes to the Condensed Consolidated Financial Statements

EEHEE M HRRMEE

For the six months ended 30 June 2019 #Z —ZE— N F A=+ HIFEAH

Fr8®i (BEx), #&30
RZE—NF=A=-+—H FBL
EEBB T —tERMEUETNET
FOBROIER(TEFIESR]) 5| AMER
FIFIGHESE ZIEPERARZ
—NEFE=ZA=-+N\BEEER AL
B URBAESTRTIE - REMK
FIFSHESNE GEREBRETEN
2,000,000/ 7T @ F) #5 1%8.25% Y
TR F - iR E2,000,0005 7T &
FIH#E LA16.5% K B R FL o T & ™
BRAESREFEERNERETRN R
RIS A B 15 16.5% BV — T RBUFR -

HRAREEEEFEAE ZHEAR
BHEAAHRAETEELNERDS
M W EEL BB SHEH(—F
—\E &) R EA) &R A B IR
DIREEENRITEN 2B RER
HERRRE -

Six months ended 30 June

BEANA=THILLAEA

2019 2018
—E-AF —E-N\F
RMB’'000 RMB’000
AR%TR AREFTT
(unaudited) (unaudited)
(REEEZX) (REEER)

Current — PRC Enterprise Income Tax  ElHi — B %88
Charge/(credit) for the period HAREH,(EH) 527 (946)
Under-provisions in prior years BEFEREBETR 378 303
Total tax expense/(credit) for the period ~ HRANFIIER = /(3KH) %8 905 (643)
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Notes to the Condensed Consolidated Financial Statements

R AARE MK ®RRMEE

For the six months ended 30 June 2019 #EZ —Z—WF NA=+HiF~EA

LOSS PER SHARE

The calculation of basic loss per share is based on the
consolidated loss for the Period attributable to owners of
the Company of approximately RMB40,255,000 (2018:
RMB55,001,000) and the weighted average number of
Shares of 1,420,203,254 (2018: 1,084,059,608) in issue
during the Period.

The weighted average number of Shares used to calculate
the basic loss per share for the Period included the
1,304,059,608 Shares in issue as at 1 January 2019 and
182,800,000 Shares issued on 8 March 2019 in respect
of the completion of subscription of new shares.

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

During the periods ended 30 June 2019 and 2018,
diluted loss per share does not assume the exercise of
the Company’'s share options and/or convertible notes
as the exercise of the Company’s share options and/or
convertible notes would result in a decrease in loss per
share, and is regarded as anti-dilutive.

DIVIDENDS

The Board did not recommend the payment of an interim
dividend for the Period (For the six months ended 30 June
2018: Nil) to the shareholders of the Company.
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Notes to the Condensed Consolidated Financial Statements

EEHEE M HRRMEE

For the six months ended 30 June 2019 #Z —ZE— N F A=+ HIFEAH

10. INTANGIBLE ASSETS 10. ML &=
020
distribution Deferred
Technology vending  development
Know-how system costs Total
(Notes a, ¢) (Notes b, ¢) (Note d)
0207 88 B
R pIE= EEZR RERE B
(Fi3¥a, ¢) (F33ED, ) (Ki3Ed)
RMB'000 RMB'000 RMB'000 RMB'000

ARBTTL ARBTTL ARBTT ARETT

Cost: BA:
At 1 January 2018 R-T—N\E—A—A 1,587,518 60,000 92,528 1,740,046
Addition during the year FNFE - - 25 25
At 31 December 2018 and RZE—N\F
1 January 2019 +ZA=t-HRk

—E-NE-A—H 1,587,518 60,000 92,553 1,740,071
Addition during the Period A HA 3 1 - - 19 19
At 30 June 2019 RZE—-NE

~A=1H 1,587,518 60,000 92,572 1,740,090

Accumulated amortisation BifEHERFE:
and impairment:

At 1 January 2018 R-E-N\F—A—H 1,038,518 4,954 59,593 1,103,065
Provided for the year FRREE 65,880 6,606 5,154 77,640
Impairment loss for the year ~ FRHEE R 195,120 - - 195,120
At 31 December 2018 and RZE—N\F
1 January 2019 +ZA=+-BRk

“E-AE-A—H 1,299,518 11,560 64,747 1,375,825
Provided for the Period AER B 19,636 3,303 3,421 26,360
At 30 June 2019 RNZE—LEF

NA=18 1,319,154 14,863 63,168 1,402,185

Net carrying amount; RERE:

At 30 June 2019 RZE—NEF

~A=1A 268,364 45,137 24,404 337,905
At 31 December 2018 RZZ-N\E

+-A=+—H 288,000 48,440 27,806 364,246
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Notes to the Condensed Consolidated Financial Statements

R AARE MK ®RRMEE

For the six months ended 30 June 2019 #Z -—Z—WFNA=1+HINEA

10. INTANGIBLE ASSETS (continued)

Notes:

(a)

(b)

It represented certain technological know-how in respect
of the application of graphene and includes one patent in
the US (“US Patent”), four invention patent applications,
three utility model patent applications and two utility
model patents in the PRC (collectively as “PRC Patents”),
relating to the manufacturing of Graphene-based EVA
Foam Material, Sterilizing Chips and graphene-based
pressure-sensitive sensors and the exclusive formula
(collectively as the “Technology Know-how"), which was
acquired from Bluestone, an independent third party, in
2015.

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

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

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

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

The Directors consider that 020 distribution vending
system is a contributory asset necessary to support
the earnings associated with the Technology Know-
how (collectively as “020 Unit”), being the smallest
identifiable group of assets that generates earnings that
are largely independent of the earnings from other assets.
The Directors conducted an impairment assessment on the
020 Unit and considered that there was no impairment to
the carrying amount of the 020 Unit as at 30 June 2019.

10. BILEE (&

it

(a)

(b)
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INTANGIBLE ASSETS (continued)

Notes: (continued)

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

The Directors conducted an impairment assessment on
the Sterilizing Chips using discounted cash flow approach
and considered that no provision for impairment to
the carrying amount of the Sterilizing Chips was made
at 30 June 2019. The Sterilizing Chips at the cost of
RMB32,500,000 has definite useful lives and is amortised
over 5 years using the straight-line method.

The Directors conducted an impairment assessment on
Other Deferred Development Costs and considered the
future economic benefits attributable to Other Deferred
Development Costs is uncertain and provision for
impairment of RMB59,500,000 was made at 31 December
2017.

TRADE RECEIVABLES

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

For the six months ended 30 June 2019 #EZ —ZE—AFNA=+HILNEH
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Notes to the Condensed Consolidated Financial Statements

R AARE MK ®RRMEE

For the six months ended 30 June 2019 #EZ —Z—WF NA=+HiF~EA

11. TRADE RECEIVABLES (continued) 1. BRE SRR (@)
An aging analysis of the Group’s trade receivables, net of REREAR  KREFRWE FEREZRMN
allowance for credit losses as at the end of the reporting BREEEEREROREEZEAEEIY
period, based on the invoice dates, is as follows: RBRER DTN

30 June 31 December

2019 2018

—E-NEF —E-)N\F

AA=t+H +t—HA=+—H

RMB’'000 RMB’000

AR®T AR®EFTT

(unaudited) (audited)

(REBERZ) (&)

Within 3 months 3ME AN 16,834 32,877
4 to 6 months 4Z61E A 3,470 739
7 to 12 months 721218 A - 43
20,304 33,659

HIERE —2-hFhiEE
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Notes to the Condensed Consolidated Financial Statements

EEHEE M HRRMEE

For the six months ended 30 June 2019 #Z —ZE— N F A=+ HIFEAH

ASSETS CLASSIFIED AS HELD FOR SALE 12. 2EARERENEE
On 10 October 2017, the Group entered into a sales RZZFE—+tF+HA+H AEEH—
and purchase agreement with an independent third BEIE=REINEEmE  URE
party at a consideration of RMB26,000,000 to dispose of AR #26,000,0007T i EWE - BKE
certain property, plant and equipment with land use right R LA R AR B 2 £ i (P o
located in PRC. In accordance with IFRS 5, the disposal BB ERMSRE AR E55  HEER
assets were reclassified as assets held for sale. During EEN EABESTENEE-HZ2
the period ended 30 June 2019, the transfer of legal title “E-NFARAAZ+TAHLEHE HE
of the disposal asset is in progress. In the opinion of the BEAEMAENE ZENAETSH
Directors, the disposal will be completed in 2019. BERALEEN - NETK -
The major classes of assets classified as held for sale as at RZZE-NAFARA=TAERZZ-N
30 June 2019 and 31 December 2018 are as follows: F+ A=+ HYBABERFEN
BEFEEWAT :
RMB’000
ARB TR
Building and leasehold improvements BFLRHEERE 44,318
Right-of-use assets/prepaid land lease payments {FREEE [ +HE S 4,926
Impairment loss for 2017 R_ZE—tFREEE (23,244)
26,000
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Notes to the Condensed Consolidated Financial Statements

R AARE MK ®RRMEE

For the six months ended 30 June 2019 #Z -—Z—WFNA=1+HINEA

13. TRADE AND BILLS PAYABLES 13. ERESRIRARENREE
An aging analysis of the Group’s trade and bills payables REBAR KREERENE SRR X
as at the end of the reporting period, based on the FENERIERZ A HREI D NERR DT
invoice dates, is as follows: N

30 June 31 December

2019 2018

—E-AE —T-N\F

~A=+H t-A=+—H

RMB’000 RMB’000

AR®T AR®EF T

(unaudited) (audited)

(RBER) (1&&=%)

Within 3 months 3MEAR 27,735 31,300
Over 3 months 3ME A 13,955 15,506
41,690 46,806

The trade and bills payables are non-interest-bearing and ENEZEFRRERFEBRTEE B
are normally settled on six months terms (31 December —BRANEAZE-NF+_A
2018: six months). The bills payables of RMB12,850,000 =t—H:REAREBE-R=-F
(31 December 2018: Nil) were secured by the Group’s —NFRNA=Z1THB XEEBEBEE
pledged deposits amounting to RMB3,855,000 as at 30 7R AR ¥3,855,0000( ZF— )\
June 2019 (31 December 2018: Nil). F+ZA=+—B: BIRARK

12,850,0000t( = & — N\NF + = A
—t+—B: ENENEEELDER

HIERE —2-hFhiEE
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14. SHORT TERM BORROWINGS

Notes to the Condensed Consolidated Financial Statements

For the six months ended 30 June 2019 #Z —ZE— N F A=+ HIFEAH

14, BEHIBE

30 June 31 December
2019 2018
—E-NF —T-)N\F
ANA=+AH tZA=1+—H
RMB’000 RMB’000
AR®T R ARETT
(unaudited) (audited)
(RBEZ) (EEZ)
Secured bank loans repayable within AR—FRNEENFER
one year IRITER 101,000 106,000
Unsecured loans repayable within AR —F NEER KT
one year =FN 20,100 17,100
121,100 123,100

(a)

(b)

At 30 June 2019 and 31 December 2018, the loans
were denominated in Renminbi and bore interest
rates ranging from:

Six months ended
30 June 2019

4.35% — 5.22% per annum

Year ended
31 December 2018

4.35% — 5.22% per annum

At 30 June 2019, the secured bank loans of the
Group were secured by a pledge of certain of
the Group’s buildings and land use rights, with
carrying amounts of approximately RMB7,517,000
(31 December 2018: RMB9,150,000) and
approximately RMB26,589,000 (31 December 2018:
RMB26,954,000) respectively. In addition, the bank
loans were secured by guarantees provided by an
independent third party, a director of the Company
and a son of a director of the Company.
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(b)
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IFFE
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Notes to the Condensed Consolidated Financial Statements

R AARE MK ®RRMEE

For the six months ended 30 June 2019 #EZ —Z—WF NA=+HiF~EA

15. CONVERTIBLE NOTES 15. TR EE
The movements of the Convertible Notes were as follows: AR EEREE T ¢
2015 2016
Convertible Convertible
Notes Notes Total
ZE-AF ZE-RE
ARREE ARREE ok
(note a) (note a)
(Hi3ta) (Fista)
RMB'000 RMB'000 RMB'000

ARETT ARETT ARETT

Fair value at 1 January 2018 RZZE-N\F-A—HH
NEE 87,002 57,820 144,822
Fair value loss charged to ERRERTIRNATERX
profit or loss during the year 10,570 7,227 17,197
Conversion of convertible notes FRLANTARER
during the year (97,572) (65,047) (162,619)

Fair value at 31 December 2018, RZE-N\F+-f=+—08"
1January 2019 and 30 June 2019  —Z—AFE—A—HBR
“E-NERAZTEM

NEE - - -
Represented by: HATSERR:
At 30 June 2019 and RZZE-NFERA=ZTEK
31 December 2018 I R e =
Current portion mENE 2 - - -
Non-current portion EREHH - - -

HIERE —2-hFhiEE
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Note:

(a)

Baofeng Modern

15. CONVERTIBLE NOTES (continued)

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

The 2015 Convertible Notes and 2016 Convertible
Notes (collectively as the “Convertible Notes”) entitle
the holder to convert them into the Shares at any time
from the date of issue of the 2015 Convertible Notes
and 2016 Convertible Notes to the date immediately
prior to the maturity dates on 16 December 2018 and 2
February 2019 (the “Maturity Dates”) respectively, being
the third anniversary of the date of issue, in multiples
of HK$1,000,000 at a conversion price of HK$0.84 per
conversion share subject to adjustments in certain events.
The Shares to be allotted and issued upon conversions
shall rank pari passu in all respects among themselves and
with all other Shares in issue by the Company on the date
of such allotment and issue. Also, the Company has a
right to redeem the Convertible Notes at any time before
the Maturity Dates.

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

For the six months ended 30 June 2019 #Z —ZE— N F A=+ HIFEAH

15. IR EE (&

it
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Notes to the Condensed Consolidated Financial Statements

R AARE MK ®RRMEE

For the six months ended 30 June 2019 #Z -—Z—WFNA=1+HINEA

15. CONVERTIBLE NOTES (continued)

Note: (continued)

(a)

(continued)

During the year ended 31 December 2018, the Group
received a total of two conversion notices from Bluestone
in respect of the exercise of the conversion rights
attached to the Convertible Notes in the aggregate
principal amount of HK$184,800,000 at the conversion
price of HK$0.84 per conversion share. As a result of
this conversion, the Company allotted and issued a
total of 220,000,000 Shares to Bluestone in December
2018 with additional share capital and share premium
of approximately HK$17,193,000 (equivalent to
RMB15,129,000) and approximately HK$167,607,000
(equivalent to approximately RMB147,489,000)
respectively. No Convertible Notes remain outstanding at
31 December 2018 and 30 June 2019.

15. AIRAREE (&
BisE: (4)

(a)

(%)

HE-Z— \F+ZA=+—H1t
FE-AEBRIBEARAETR
HBBRD0.84AE T 2 BIRE  1T1E
B A% 48%8184,800,000/%8 7T 2 7]
BREEEAMBRBEEMELNE
H MR B AR AR BAR
ARARRZZE-—NF+ZABREK
#1774 $£220,000,000% B 1) F &
A KD BI4917,193,0005% 7T (48
R4 ARY15,129,00070) &4
167,607,000 7T (HHE RO ARE
147,489,0007T ) Z BB M AS K2 f% 193
mE-R_ZTZ—NF+_A=+—
BERE-_ZE—NAFAA=1+H I&
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PROVISION FOR CONTINGENT
CONSIDERATION

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

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

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

Baofeng Modern - Interim Report 2019

Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 June 2019 #Z —ZE— N F A=+ HIFEAH

16. HANRERME
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Notes to the Condensed Consolidated Financial Statements

R AARE MK ®RRMEE

For the six months ended 30 June 2019 #HZ—-Z—hWFNA=1HIE~EA

16. PROVISION FOR CONTINGENT 16. AR ERE &

CONSIDERATION (continued)

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

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

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

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

REZHGEHERE FHEEA
R ¥450,000,0007C B B A 2 A &£
- H fh(a) A R #389,409,8367T 78
B B ERK B6E A AR &
S R(b)AR®60,590,1647T R
FE_HGHEKBRISEALXARNER
MEAKHERBAZTASES
73,920,000 7T &9 A] #2 % = i 2
(K

[ 85 = BR{& 4 | IE R SERK B BR1£ 91 A

N(HARBRENEEBB) (A%
B ESF AR MEREEN AR
IHEVATE B M KL A2 E R REE S
Fr & A 2206 R] SRR S B i AK S B R BR
BHRABEI([SPV]) &,/ sk M 5% 4 5 F
RiTAENEAmEMaQ2a(hEER
SEENE) RFTEEFEREARK
40,000,0007T : M(b)A 2 HEVAZE B
MR E 2 320,00037 5 K o

A5 — BRGRAF o 38 = BRGR M AIR -
F=H® % AK270,000,0007T 2
HARR RN E = BRI ERR5E S
EAAUREXN TEAIERBA -

THIRH R B BEGEER A
j TRIR ZE—NF = A ZHMNUIR
$321W\Eﬁ%389,4o9,836ﬁ&2£3@
BT —ARFABRBREEIFAR
160,590,164 (B2 M FE15) KR
TE-XNFEALANBUBESIHAR
#270,000,0007T
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PROVISION FOR CONTINGENT
CONSIDERATION (continued)

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

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

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

For the six months ended 30 June 2019 #Z -—Z—WFNA=1+HINEA

16. PROVISION FOR CONTINGENT 16. AAKEREE)
CONSIDERATION (continued)
Provision for contingent consideration as at 30 June 2019 N-E—-NENA=ZTHBHARE
represented the contingent cash consideration payable B IE IR IREBITDAD B HI FE EE R
to Bluestone or its nominee(s) under the EBITDA Sharing SKEHIEZ ANSARIRESRE -
Mechanism.
The movements of the provision for contingent IR EBREEZEHUOT -

consideration were as follows:

30 June 31 December
2019 2018
—ZE-NEF —E—)N\F
ANA=+H t-—A=1+—H

RMB’000 RMB'000
AR T AR T T
(unaudited) (audited)

(REFEZ) (&%)

As at the beginning of the Period/year WA ZRHEARS /4 ¥) 4,769 48,302
Fair value gain credited to profit RERE, FARB&EEARHA

or loss during the Period/year FER = (991) (43,533)
As at the end of the Period/year RAHIREFX 3,778 4,769
Current portion included in deposits AR YIRS - B RN RIE K&

received, other payables and accruals Bt & B Z mEslo - (2,457)
Non-current portion SEMBEE S 3,778 2,312
The fair value of the provision for contingent consideration SAREREBEOATFERAUERRS
is calculated using the discounted cash flow approach (31 mE(CE-NE+_B=+—8":
December 2018: discounted cash flow approach). The BRI SR E - RN E—FN
discount rate used in the approach as at 30 June 2019 A=1TH #Z+izWAREFERHEEA
were ranging from 13.31%-13.49% (31 December 2018: 13.31%-13.49% (= Z— N\F+ A
12.54%-12.72%). =+—H :12.54%-12.72%)
The provision for contingent consideration is classified HAREBEREASREE A
as a financial liability which will then be measured at fair BB ANFETE  TRAFEE
value and any changes in fair value will be recognised in BREEBERRANIER -

the consolidated statement of profit or loss.

The Directors conducted a fair value assessment of FEC2ZB Y EEGEMYFANE
the provision for contingent consideration as at 30 BHERARMERZHEN —_ZT—H
June 2019, with reference to a valuation conducted FERA=ZTHZSRAREBERELETA
by an independent professional valuer, Ascent Partners FERHE o

Valuation Service Limited.
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EEHEE M HRRMEE

For the six months ended 30 June 2019 #Z —ZE— N F A=+ HIFEAH

17. SHARE CAPITAL 17. B
The details of the authorised and issued share capital of AKANREERBETRAZFBWN
the Company are as follows: T
Number of
ordinary  Nominal value  Nominal value
shares of of ordinary of ordinary
US$0.01 each shares shares
SREE
0.01X7TH
EERE EEREE EEREE
US$'000 RMB'000
TEr N
Authorised: EE
At 1 January 2018, RZE-N\F-A—0"
31 December 2018, “EZ-N\E+-A=1+—H"
1 January 2019 and —T-NE-A-BK
30 June 2019 —E-NEARAZTH 5,000,000,000 50,000 342,400
Issued and fully paid: DERTRAR:
At 1 January 2018 RZE-N\E—F—H 1,084,059,608 10,841 71,629
Conversion of convertible notes RamsgEE (KE15)
(note 15) 220,000,000 2,200 15,129
At 31 December 2018 RZE-N\F+=-A=1+—H 1,304,059,608 13,041 86,758
Completion of subscription of 5T R TR
new shares 182,800,000 1,828 12,552
At 30 June 2019 R-BE-NEXA=TH 1,486,859,608 14,869 99,310
Pursuant to the Company’s announcements dated 9 BERARRRABA-Z—N\F+—A
November 2018, 12 November 2018 and 8 March 2019, N - ZE2—N\F+—A+=-H K=
the Subscription was completed on 8 March 2019. The T-NF=ZANBZAMH REFE
net proceeds from the Subscription (after deducting ERZZE-—NF=ANBTK -RE
the relevant expenses incurred in the Subscription) EEMBHREFRACNKRRESEIE
were approximately HK$49,136,000 (equivalent to 4 2 HBEEF ) £ /49,136,000
approximately RMB42,982,000). TL(HHE R ARME42,982,0007T )
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R AARE MK ®RRMEE

For the six months ended 30 June 2019 #Z -—Z—WFNA=1+HINEA

18. SHARE-BASED PAYMENT TRANSACTIONS 18. URGAEBNNARZRS

Equity settled share option scheme of the
Company

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

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

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

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

RATUREER 2 BIRET S

R-ZFE——F—ANR A2rEE
BAEE S EERR/RANEEEKZ
RIEL BB B EMSEERHE
By N R - FE R RT Bl S B2
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Bl -EP BR -  ARBRREAR
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BFEm—_T——F—A-t/\AE
EXC BRIFEBUBIERT - & RIS
Z AR T FERRTA

RIZRE it 8 A S BT A E b Ft
RN PTA B TR ] T3
THERNEEE AT EEBR
FHEERARRRRABERAE £
HERHFEREREE S HITR
10 210% ([ 51 B HEBR B8 1) o IMEAA
T B AR A - RIEE R SR
TEEER2EE L BIER TET
ZE= R BB AMEM R 2 1T
10.21% 3R © 35 R B It R 1 2 (47
Hip B BEBRNERAE £
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R MR FARAREBRESIBLIE
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MRS R m B B TAR(D0.1% RABER
HEMBERT BB+ (@AM
BT EFEZRERBA
5,000,000/8 7T * BIZB & BRI K
= FEEE-

RHBkigEs 2HORREL B MEFT
THNARAAARRAZNEZERE
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For the six months ended 30 June 2019 #Z —ZE— N F A=+ HIFEAH

18. SHARE-BASED PAYMENT TRANSACTIONS 18. URGAEBINARZRS
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(continued)

Equity settled share option scheme of the
Company (continued)

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

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

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

30 June 2019

(%)
RRBARESE 2 BREE
(%)

BREZTEERNESET ETR
BERATZ8EE - (DR ERE
EH B AR ZBHE (i)
REZZHAMATAER S B ERR
P2 U B R (i) B An By T fE

R N TR A AMBUR B3R
BRRAGHREZHER -

KRR - AR IR IS A T &1 15 R 1T {2
ok diver UM

31 December 2018

—B-hEARA=1H —E-N\FTZA=1+—H
(unaudited) (audited)
(REEXK) (&%)
Weighted Number Weighted Number
average of share average of share
exercise price options  exercise price options
nEF BB T B
TEE 2 H 1TEE 2R
HK$ HK$
BT BT
At the beginning of the Period/ FZxEAfE /4 4]
year 0.65 241,180,000 0.73 143,680,000
Granted during the Period/year ZAEiRE,FREH - - 0.54 108,300,000
Forfeited during the Period/year Z<EARS /4 M8k - - 0.67  (10,800,000)
At the end of the Period/year — FHAZRHEARE,/F K 0.65 241,180,000 0.65 241,180,000

Nil (31 December 2018: 108,300,000) share options were
granted and nil (31 December 2018: 10,800,000) share
options were forfeited during the Period.
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R AARE MK ®RRMEE

For the six months ended 30 June 2019 #HZ—-Z—hWFNA=1HIE~EA

18.

SHARE-BASED PAYMENT TRANSACTIONS

(continued)

Equity settled share option scheme of the
Company (continued)

The outstanding share options as at 30 June 2019 were
vested to the grantees in the following manner:

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

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

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

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

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

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

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

- 2,900,000 of such share options were vested on
24 June 2018 with an exercise period from 24 June
2018 to 23 June 2021.

18.
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18. SHARE-BASED PAYMENT TRANSACTIONS

(continued)

Equity settled share option scheme of the
Company (continued)

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

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

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

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

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

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

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

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

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

R AARE MK ®RRMEE

For the six months ended 30 June 2019 #HZ—-Z—hWFNA=1HIE~EA

SHARE-BASED PAYMENT TRANSACTIONS

(continued)

Equity settled share option scheme of the
Company (continued)

The outstanding share options as at 31 December 2018
were vested to the grantees in the following manner:

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

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

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

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

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

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

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

- 2,900,000 of such share options were vested on
24 June 2018 with an exercise period from 24 June
2018 to 23 June 2021.
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18. SHARE-BASED PAYMENT TRANSACTIONS

(continued)

Equity settled share option scheme of the
Company (continued)

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

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

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

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

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

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

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

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

43,320,000 of such share options were vested on
19 June 2019 with an exercise period from 19 June
2019 to 18 June 2023.
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Notes to the Condensed Consolidated Financial Statements

For the six months ended 30 June 2019 #Z —Z—

18. SHARE-BASED PAYMENT TRANSACTIONS

(continued)

Equity settled share option scheme of the
Company (continued)

The exercise prices and exercise periods of the share
options outstanding as at the end of the reporting period

are as follows:

30 June 2019
—E-hAEXA=TH

R AARE MK ®RRMEE

NFNA=+HIEANEA

18. RGP AERNNARZRZ
(#&)
A B AR RS B B AR A A )
(%)
2RI R AT OB AR AR O 7T 12
ERATEIMT :

Number of Exercise price
share options HK$ per share Exercise period
BREHA THEEESRER 1T1EHR
108,300,000 0.54 19 June 2018 to 18 June 2023
—N\FARATNBEEZZ-_=FA+/\H
9,500,000 0.99 16 December 2016 to 15 December 2021
—E-RFtT_At+AABEEE-_—F+_-A+HH
84,800,000 0.67 24 June 2016 to 23 June 2021
—_=F— /\EE/\)EJ —|—P_T| HeE T~ — ﬂzﬁﬂ :+EE
38,580,000 0.81 10 December 2015 to 9 December 2020

31 December 2018
—2—\Ft-A=+—H

—RAF+-ATHE-ZT-_TF+-ANAB

Number of Exercise price

share options HK$ per share Exercise period

BRREH A TEEFRET 171 5

108,300,000 0.54 19 June 2018 to 18 June 2023

—N\FRATNREZZTE=_=FAT/\H

9,500,000 0.99 16 December 2016 to 15 December 2021
—E-RFtT_At+ARABEE-_—4F+_-_A+HH

84,800,000 0.67 24 June 2016 to 23 June 2021
—E-REFAAZtHmBAE= —#FA=-+=H

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

The fair value of the share options granted during the

—HEF+-ATREZE-_TF+-ANA
BE-_ZT-hF+-_A=1t—HLL#F

year ended 31 December 2015 was HK$24,872,000
(equivalent to RMB20,837,000) of which the Group
recognised share based payments of RMB1,081,000 and
RMB167,000 during the year ended 31 December 2018
and the Period respectively.

J*Erxtﬂ,ﬁ\%ﬂxréé“mafrrﬁz%
24,872,000 (& N AR
20,837,00070 ) EFRAREEREE =
- N\F+-A=+—BIFEEK
HAfE 9 Bl R AR 0 BE BRI A
K #1,081,0007T & A B 167,000
5o

HIERE —2-hFhiEE
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SHARE-BASED PAYMENT TRANSACTIONS

(continued)

Equity settled share option scheme of the
Company (continued)

The fair values of the share options granted on 24 June
2016 and 16 December 2016 were HK$18,960,000
(equivalent to RMB16,204,000) and HK$3,924,000
(equivalent to RMB3,510,000) of which the Group
recognised share based payments of RMB2,155,000 and
RMB479,000 during the year ended 31 December 2018
and the Period respectively.

The fair value of the share options granted on
19 June 2018 was HK$17,289,000 (equivalent to
RMB14,576,000) of which the Group recognised share
based payments of RMB11,969,000 and RMB3,240,000
during the year ended 31 December 2018 and the Period
respectively.

As at 30 June 2019, the Company had 241,180,000 (31
December 2018: 241,180,000) share options outstanding
under the Share Option Scheme, which represented
approximately 16.22% (31 December 2018: 18.49%)
of the Shares in issue as at that date. The exercise in
full of the outstanding share options would, under the
present capital structure of the Company, result in the
issue of 241,180,000 (31 December 2018: 241,180,000)
additional Shares and additional share capital and share
premium of approximately HK$18,849,000 (equivalent to
RMB16,580,000) (31 December 2018: HK$18,891,000
equivalent to RMB16,553,000) and approximately
HK$137,104,000 (equivalent to RMB120,605,000)
(31 December 2018: HK$137,061,000 equivalent to
RMB120,093,000), before issue expenses.
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EEHEE M HRRMEE

For the six months ended 30 June 2019 #Z —ZE— N F A=+ HIFEAH

18. IR RERHNNRZRS

(&)
RATUREEE 2 BIRERTE
(#)
RZB-—REXAZTHBEEZZE
—NET-A+TAAEBRENBRED
&5 7l A18,960,000% T (HHE R
AR #16,204,0007T ) 123,924,000
T(HEERARK3,510,0007T) HA
AEERBEEZE-_ZTE—N\F+=A
=+—HIEFERABED BRI
f& 0 B E TR A S A R %2,155,000
TR ARBA479,0007T °

RZE—N\FXA+NLARLHER
N F{E 517,289,000/ T(HE R
AR®14,576,00070 ) HFREER
He—_2—-\FE+_A=+—HI*F
ERAEED IR ARD BERL
T EA K #11,969,0007T & A K #
3,240,0007T °

MRZZE—NFRNA=18 A2 ERE
f& HEET 2178 T %A 241,180,000/ ( =
Z-NFgF+ A=+ — 8-
241,180,00010 ) [ A1 71 BB AR AE - 1k
REZBEBEZTRMA16.22%(=F
—N\F+=—A=+—H :1849%)° 1R
BARNRERERERE  BETFELZE
MR ITE BB IR G B B R AN B 1T
241,180,000 ( —ZZE — \&F+ = A
=-+—H :241,180,0000% ) i% {7 2 58
SR AR R A& D m B (R INBREE1TRS)
7 BI1%718,849,00078 7L (FHE X AR
16,580,000t A ZZE— NF + = A
=+—H : 18,891,000/ 7T ' IHER A
R #16,553,0007T ) & #J137,104,000
B T( & A K #120,605,0005T )
(ZE—-—N\&FE+=A=+—8:
137,061,000/ 7t* HHE N A R ¥
120,093,0007T) °



Notes to the Condensed Consolidated Financial Statements

R AARE MK ®RRMEE

For the six months ended 30 June 2019 #EZ —Z—WF NA=+HiF~EA

19. FAIR VALUE MEASUREMENTS OF
FINANCIAL INSTRUMENTS

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

19. SR TENAFEE

FEBERBEEHEERZ QA FEG
ENTREENRSRAENATE

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

EEBYPR AEBENETEHE
ENcRABBERATEFE - TRE
JnEemEENERBERFEE
EAANLEERANMGEETE G
AB)HIEREER -

Significant
Fair value as at Fair value unobservable Valuation technique(s)
Financial liabilities 30 June 2019 hierarchy inputs Range and key input(s)
R=B-NEXA=1H EXTABE
SHEE WATE ATEER BAE g HEFEREERAE
Provision for contingent Liabilities, Level 3 Discount rate 13.31%-13.49% Discounted Cash Flow Approach
consideration RMB3,778,000 (31 December 2018 The key inputs are set out in
12.54%-1 272%) note 16
FRRERRE 8 £ EBEX 13.31%-13.49% BRRDE
AR¥3,778,0007 (ZB-NE IRHAEERNE6

There were no transfers in or out of level 3 for the Period
and year ended 31 December 2018.

The Directors consider that the carrying amounts of
financial assets and financial liabilities recognised in the
condensed consolidated financial statements approximate
their fair values.

+-A=1+-R:
12.54%-12.72%)

RAEEBE-_Z-N\F+-H
ST HLEFE F=ZRAEEAL
B e

E=R5 RERARAMBHRKE

ER
NemEELSHEBENRMESRR
N EBS -

HIERE —2-hFhiEE
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For the six months ended 30 June 2019 #Z —ZE— N F A=+ HIFEAH

19. FAIR VALUE MEASUREMENTS OF
FINANCIAL INSTRUMENTS (continued)

Fair value hierarchy
As at 30 June 2019

19. EMITENAFEFTESE)

DFEER
R-B—-hFXA=1H

Level 1 Level 2 Level 3 Total
E—R EHR E=R e
RMB’000 RMB’000 RMB’000 RMB’000
ARET T ARETTT ARETx AR T
Provision for AR EBEE
contingent
consideration - - 3,778 3,778
As at 31 December 2018 R_E—-N\F+-_HA=+—H
Level 1 Level 2 Level 3 Total
F—H EM/ EZR S
RMB’'000 RMB'000 RMB'000 RMB'000
ARBFT ARBTT AREFT AREFT
Provision for SRR EREE
contingent
consideration - - 4,769 4,769

Reconciliation of Level 3 fair value measurements

F=RDFEFTENYIR

Provision for

contingent
consideration
FARERE
RMB'000
AR®T R
(note 16)
(Ktzt16)
As at 31 December 2018 and 1 January 2019 R_E-N\F+_A=+—AHK
—E-hF—H—H 4,769
Fair value gain credited to REER B AN A THE RS
profit or loss during the Period (991)
As at 30 June 2019 RZE-NERA=TH 3,778
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Notes to the Condensed Consolidated Financial Statements

R AARE MK ®RRMEE

For the six months ended 30 June 2019 #Z -—Z—WFNA=1+HINEA

20. COMMITMENTS 20. #&IE

The Group had the following commitments at the end of REB R DI/EFRAG DA TAIE
the reporting period:

30 June 31 December

2019 2018
—EB-NF —ET-NF
AA=+HA +tZ—A=+—H
RMB’000 RMB’000
AR®T AR®EF T
(unaudited) (audited)
(REEEZ) (&%)
Contracted for capital commitment in EEARBARKED

respect of investment in subsidiaries HESCEVES 170,470 185,021

Contracted for commitments in respect of: GEELA TIEE MFT4UEIE
— advertising and consultancy services — &G NAB AR 229 373
— construction in progress —FEETRR - 354
— research and development contract — WA 4 300 300
— property, plant and equipment — % BB KR 2,296 9,468
2,825 10,495

HIERE —2-hFhiEE

| -
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For the six months ended 30 June 2019 #Z —ZE— N F A=+ HIFEAH

Group is as follows:

Notes to the Condensed Consolidated Financial Statements

21. RELATED PARTY TRANSACTIONS 21. BEALTRS
Compensation of key management personnel of the REBTFTEEBAENMEWT :

Six months ended 30 June

BENA=THILLAEA

2019 2018

—E-hEF —E-N\F

RMB’000 RMB’'000

ARETR ARETIT

(unaudited) (unaudited)

(REHER) (REEEZ)

Fees e _ _

Other emoluments: HEH S -

Salaries, allowances and benefits in kind He  EBLREMANR 996 964
Contributions to retirement benefits RIRBHET 2R

schemes 16 15

1,012 979

22. APPROVAL OF THE CONDENSED
CONSOLIDATED INTERIM FINANCIAL

22. HABRESPHPHRR 2 E

STATEMENTS
The condensed consolidated interim financial statements RSP BRER T —NF
were approved and authorised for issue by the Board on NA=THEEESREREEE M-

30 August 2019.
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