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Financial Highlights

i EE

Six months ended 30 June

B E6HA30H1EER
2017 2016 Change
(RMB million) (RMB million) y=ib)
(ARBERT) (AEXFZET) (%)
Revenue WA 658.8 655.9 0.4
Gross profit EAH 285.7 341.9 (16.4)
Profit before taxation RN 196.4 209.1 (6.1)
Profit for the period attributable to equity 48z A% 52 {5 HA R F1)E
shareholders 160.8 168.3 (4.5)
(RMB cents) (RMB cents) (%)
(AR¥S) (ARH) (B2 1)
Earnings per share GREF
- Basic — B 9.6 10.1 (5.0)
- Diluted — B8 9.6 10.1 (5.0)
Shareholders’ equity per share BRI 119.4 109.6 8.9
(%) (%) (% points)
(BAE) (B3 H) (B 57%)
Gross profit margin ERE 43.4 52.1 (16.7)
Net profit margin before B B e B BT
interest and tax FEA = 30.7 32.1 (4.4)
Net profit margin RIS 24.4 25.7 (5.1)
Effective tax rate BRI E 18.1 19.5 (7.2)
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Financial Highlights
BB REE

For the

Six months year ended Six months

ended 30 June 31 December  ended 30 June

2017 2016 2016

#BE20175F HE20165 HE2016%F

6A30H 12H31H 6H30H

IEREA WWFE 1E75MEA

Average inventory turnover days!" FHYFEEE R H 104.5 163.1 153.3
Average trade receivables FHE S REWR

turnover days®? ISEEA=EE 117.3 99.7 81.6
Average trade payables FHE SRR

turnover days® SA=EE 90.4 122.7 111.8

Notes: et -

(1) Average inventory turnover days is equal to the average of the beginning and (1) FFEEE B SR RARTEHEES
closing inventory balance divided by the cost of sales and multiplied by the T HERAHER A - ARG EENA &
number of days in the relevant period. FTHE -

(2)  Average trade receivables turnover days is equal to the average of the (2) FHE SREUGASE A SR REAKRE 5k

WA T IR SR A - B A B AP
RBGHE -

beginning and closing trade receivables balance divided by the revenue and
multiplied by the number of days in the relevant period.

FHEZENFEE QBRI ARE S E
R e S SRR A R e P B DA S RS
BRABHHAANRHEE -

(3) Average trade payables turnover days is equal to the average of the (3)
beginning and closing trade and bills payables balance divided by the cost of
sales and multiplied by the number of days in the relevant period.

HOSA International Limited ;¥ BB BB A7 5




Chairman’s Statement

ESRMES

Dear Shareholders,

On behalf of the board of directors (the “Board”) of Hosa International Limited (the “Company”, together with its
subsidiaries, collectively the “Group”), | am pleased to present the Company's interim report for the six months ended 30

June 2017.

HHAX R :

RAANERFEDPBEREERAB(ARF ) ZRAEMELAR  SEAIAEE NEFS([EEE NREAQFHE2017F6H30

B E A R -

In the first half of 2017, the gross domestic product (“GDP") increased
by 6.9%, representing an increase as compared with the increase of 6.7 %
of last year. Domestic online retail business continued to grow rapidly,
the national online retail sales had reached RMB3.1 trillion in the first half
of the year, representing a year-on-year increase of 33.4%. In view of
this, the Group will actively promote “Hosa new retail” to integrate online
and offline sales and sufficiently explore opportunities for “Internet+".
Meanwhile, the Group will actively seek for cooperation with upstream
and downstream enterprises in the industry, integrate industry resources
by flexible cooperative investment, and develop the sports and health
industry. As of 30 June 2017, the revenue for the first half of the year of
the Group was RMB658.8 million, representing an increase of 0.4%. The
net profit was RMB160.8 million, representing a decrease of 4.5%. The
basic earnings per share was RMB9.6 cents, representing a decrease of
5.0%.

Based on the Group’s performance for the first half of the year of 2017,
the Board recommended the payment of an interim dividend of HK3.9
cents (equivalent to approximately RMB3.3 cents) per share to the
shareholders of the Company (the “Shareholders”) as of 30 June 2017,
representing 35% of the profit attributable to equity holders.
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Chairman’s Statement

The Group has been focusing on sports health market for a long time using
professional contests and activities as principal marketing promotion
strategy to create the advantage in differentiation in its brand identity. In
the first half of 2017, the Company continuously devoted more efforts
in the sponsorships of professional swimming competitions, such as
the “Hosa Cup” National Sports Academy Swimming Championships,
the National Swimming Championships, the “Hosa Cup” Adolescents
Swimming Championships in various provinces and cities, titled
sponsorships for “Hosa Cup” Youth Diving Championships and other
sports programs, as its key focus in supporting adolescents’ sports
development. As the titled sponsor of the Fédération Internationale
de Natation Association (“FINA") 10 km Marathon Swimming World
Cup, and Diving Series as well as the global partner of FINA, the Group
continued to sponsor the 10 km Marathon Swimming World Cup and the
diving tournament of FINA World Cup. The Group was the title sponsor
of provincial swimming teams and all swimming contests of certain
provinces, creating the professional image and strategic value of the
brand of Hosa in the field of professional fitness.

As a sports and health industry group with a brand mission of delivering
and propagandising a natural, healthy and joyful sports lifestyle, the
Group is committed to performing one of the important missions of
giving back to society to fulfill its corporate social responsibilities while
creating corporate operating results and offering favourable shareholders’
returns. In the first half of 2017, other than the continuous promotion
and development of national fitness, the Group also actively sponsored
adolescents swimming competitions to nurture talented sports players
and athletes for the country, while fulfilling its social responsibilities by
enhancing the physical health and health awareness of adolescents and
improving the health of national citizens. In 2017, the Group was awarded
various awards in different selection, including the China Association
for Quality Inspection Awards (B E #2515 4818), the First Place in
China Swimsuit Market (B3 ™51 &), and once again listed on the
China’s 500 Most Valuable Brands assessed by the World Brand Lab with
brand value amounting to RMB5.675 billion.

The Group has become a leading role in the industry by seizing the
opportunities offered by the booming sports and health industry and the
specialised niche markets for a long term, proactively striving for being
innovative and responsive to the changes in the market environments
and business forms. In recent years, the Group has been proactively
implementing the strategies of transformation and upgrade in light of
the influence brought along with the development of the Internet and
popularization of e-commerce. In the first half of 2017, the Group sought
to develop, transform and upgrade itself in four key aspects, namely
brand segmentation, product structure optimization, reform of the
distribution channels and strategic layout of sports and health ecosphere
by adopting the following measures:

1. to proactively seek for cooperating opportunities on mobile
applications for sports and health, based on the consuming
characteristics of e-commerce channels;

ESRWMEE

AEBEMEIEHRETS  UEXES
MEBRERETISHERRE - EmiE T EZE
ST ERCBE 0 2017F EHF - RARME
BHGAEEBRREDIRF - RREDHTIA
D& I 2FEERRIDKREE - 2BKTE
BE REMDEDPRIBTIFHABEE -
BREBEAPR D FREWKBERESE
B BRI TIFRERR - BEERER
kB S & ([ BB KRS 1)10km B AA T SRk
FBkK R B/ e 4 B B AN B kB Hy 2 3R
BIERHE - AEBEER) T 10km 55 RARFF Kt
F - BBEOKEE RN OkE - BRE TS
RE AN K FIA S B0 B AR 2 BB K E
FTEEYmEEERREEBNERER
N ERE(EE ©
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Chairman’s Statement

ESRMES

2. to establish a new retail department and carry out relevant works
to implement the strategic development direction of new retail and
integration of online and offline sales;

3. to improve the cooperation model with distributors by giving
distributors a higher level of flexibility in marketing activities to
respond to market changes in a more rapid manner;

4. to promote the establishment of channels in schools and
specialized stadiums via title sponsorship to provincial swimming
teams to explore the adolescent consumer market.

After the promulgation by the PRC State Council of several opinions
regarding the sports and health industry since 2013, significant
development opportunities have been opened up for the health service
and sports service sectors. General Administration of Sports of China
published the “13th Five-Year Plan for the Development of the Sports
Industry” in 2016, which clarified that the total scale of sports industry
between 2016 to 2020 exceeded RMBS trillion, and the value added
accounted for 1.0% of the GDP. In the same year, the State Council
issued The National Fitness Plan (2016-2020), proposing vigorous
efforts in developing mass sports programs, advocating a new trend
of comprehensive fitness and promoting the establishment of “Health
China”. The plan stated that, by 2020, the number of people who do
exercise once or more a week will reach 700 million, the number of
people who frequently do exercise will reach 435 million, and the total
scale of sports consumption will reach RMB1.5 trillion. National fitness
will promote industrial development, and form new economic growth
driver. Meanwhile, consumers’ pursuits for sports and health products
and services have been building up swiftly along with the surge in living
standards among the public.

In view of the current situation, the Group and its controlling shareholder
will fully utilize the leading position in sports and health products and
services with the determination to implement the development strategy
for the sports and health industry. The sports and health ecosphere will
be continued to be established based on customers’ sports and health
lifestyle. Centered on sports and health products and big data to develop
and consolidate industry resources, the ecosphere links consumers,
scenarios and products with the service provider through a mobile sports
and health community to cater for the consumers’ sports and health
lifestyle and provide them with comprehensive services.
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Chairman’s Statement

In the second half of 2017, the Group will focus on the promotion of the
following tasks:

1. to vigorously promote “Hosa new retail”, including implementation
of integration of online and offline (“020") sales, establishment of
brand new 020 function, improvement in consumption experience
of customers through ordering products via mobile applications and
providing mobile payment service at our offline stores, as well as
the exploration of consumers’ demand through big data analysis;

2. to implement the cooperation with upstream and downstream
enterprises in the industry (including mobile applications for sports
and health), to integrate industry resources by flexible cooperative
investment, and develop the sports and health industry;

3. to continue to develop new sports and health products, research on
and consolidate sports and health products and services to explore
new business growth drivers based on consumers’ needs;

4. to continue to promote the title sponsorship cooperation of various
sports and fitness events, and enhance the professional image and
reputation for the brand.

Over the past two years, the Group was under transformation and
upgrade, which in turn had a certain impact on the results indicators.
However, the Group believes that with its efforts in the promotion of the
sports and health industry and the implementation of above measures,
a solid strategic foundation will be laid for the future development of the
Group, which will sharpen its competitiveness in the sports and health
industry and establish a long-term competitive edge, in turn expanding
the room for future development in effective manner and creating greater
value and returns to the customers and shareholders.

The contributions and support from the senior management, staff,
partners, consumers and shareholders of the Group are the cornerstone
and incentive of the continuous development of the Group. | would like to
convey my gratitude to everyone who supports and trusts the Group.

Shi Hongliu
Chairman and Executive Director

Hong Kong, 21 August 2017
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MARKET OVERVIEW

In recent years, the State Council issued a number of policies,
proposing vigorous efforts in developing mass sports programs,
advocating a new trend of comprehensive fitness and promoting
the establishment of Healthy China. The plan stated that, by 2020,
the number of people who frequently do exercise will reach 435
million, and the total scale of sports consumption will reach RMB1.5
trillion. National fitness will promote industrial development, and
form new economic growth driver. The promising development
trend of the sports and health industry creates favourable external
conditions for the Group, which possesses competitive resources
of the related industry, to implement the strategy of sports health
industry and the successful transformation and upgrade.

In the first half of 2017, the gross domestic product (“GDP")
increased by 6.9%, representing an increase as compared with
the increase of 6.7% of last year. Domestic online retail business
continued to grow rapidly, the national online retail sales had
reached RMB3.1 trillion in the first half of the year, representing a
year-on-year increase of 33.4%. The growth in the national online
retail sales exceeds the overall growth of the consumer market.
The change in the market environment drives the Group to re-
examine the strategic planning of distribution channels and retail
outlets.

BUSINESS HIGHLIGHTS

In the first half of 2017, the Group continued to actively promote
innovations in respect of branding, sales channels and retail outlets
and the transformation and upgrade of the enterprise. Although
there was a decline in net profit as compared with the same period
of last year, the operating condition was still healthy in general
and the risks remained controllable, which are in line with the
expectation on the fluctuating performance of the Group during the
stage of transformation and upgrade. The strategy of sports health
industry has been implemented, which provides the Group with a
greater room for development.

— Fit for You —

STl - IR

Management Discussion and Analysis
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Management Discussion and Analysis
BEEN W& DM

The Group's revenue for the first half of 2017 amounted to 2017F ¥ F - AEEMNEEEAAR
RMB658.8 million (2016: RMB655.9 million), representing an #658.8 &L (2016%F : ARKEB55.9
increase of 0.4% as compared with the same period of last year. BET) WEFEBALEA0.4% - K&
The profit for the year attributable to the shareholders of the ERFEGCFEFNBARE16088E8
Group amounted to RMB160.8 million (2016: RMB168.3 million), J0(20164F : AR¥168.3BH&EL) ' b
representing a decrease of 4.5% as compared with the same EFEREITFEA.5% ©

period of last year.

— 2016 —

Swimwea.r —Hosa  Swimwear —. Water Cube  Fitness we.ar —Hosa  Others
KBS — KEB — kI tegmin — 5w
(a) Products (a) ESR
Currently, the Group's main products are indoor sportswear, AEFBRBERHENTIEERA
including fitness wear and swimwear. Others includes ERNEBRE - BIEEFEMNR
revenue from sales of fabric and health products. Focusing R KEERED - HATEE WA
on the sports and fitness demand of the target users, the BREMEIEEREREERIBE -
Group will continue to optimise its product structure. For AEFBEEBERPESES
the six months ended 30 June 2017, the Group's fitness HERKTa=E Q&R - HE
wear, swimwear and others achieved an operating income of 20176 A308 IF7NAA + A&
RMB229.5 million, RMB372.5 million and RMB56.8 million B S BmORE - KEERE &
respectively (2016: RMB286.6 million, RMB369.4 million and HissE WA D RIED ARK
RMB nil respectively). Revenue from sales of fitness wear 2295EBETT ARKII25HE
and swimwear were decreased by 20.0% and increased by TTMARKS6.88 &8 T(20164 :
0.9% respectively as compared to the same period last year. SR ABAREIS66EETT . AR

#369.4EBILIMARKEZT) -

i 5 40 AR & S 7K 38 B AR &6 /Y
BEWAS L EERBHRITS
20.0% K% £710.9% e ) J
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Management Discussion and Analysis

BTN A

(b)

(c)

Branding

In order to meet the multi-faceted demand from both
the sports and healthy communities, the Group currently
possesses two brands of products, namely Hosa and Water
Cube. In the first half of 2017, as the titled sponsor of the
Fédération Internationale de Natation Association (“FINA")
10 km Marathon Swimming World Cup, and Diving Series
as well as the global partner of FINA, the Group continued
to sponsor the 10 km Marathon Swimming World Cup and
the diving tournament of FINA World Cup. The Group also
continued to ramp up the promotion of and develop the
independent sale channels for Water Cube brand apparel, and
by leveraging its brand influence, high professional standard
and price-performance ratio, the Group continued to expand
sales in the mass swimwear market. For the six months
ended 30 June 2017, the Hosa brand apparel’s revenue
amounted to RMB514.6 million (2016: RMB555.1 million),
representing an decrease of 7.3% as compared with the
same period in 2016, while the Water Cube brand apparel’s
revenue amounted to RMB87.5 million (2016: RMB100.8
million), representing an decrease of 13.2% as compared
with the same period in 2016.

Channels and Sales Outlets

In the first half of 2017, the Group strengthened the
existing offline retail outlets. At the same time, the Group
improved the cooperation model with distributors by giving
distributors a higher level of flexibility in marketing activities
to respond to market changes in a more rapid manner. In
addition, the Group will actively promote “Hosa new retail”
to integrate online and offline resources and sufficiently
explore opportunities for “Internet+"”. The Group is making
proactive efforts in implementing cooperation with upstream
and downstream enterprises in the industry (including mobile
applications for sports and health).

N
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(d)

Management Discussion and Analysis

BN A

Marketing and Consumer Relations

Focusing on promoting the lifestyle as being natural,
joyful and healthy through the participation in sports, the
Group continued to carry out accurate and effective brand
promotion and marketing campaigns which focused on its
target customers, and brought about delightful and pleasant
experience in sports and health to its consumers. In the
first half of 2017, other than the continuous promotion and
development of national fitness, the Group also actively
sponsored adolescents swimming competitions to nurture
talented sports players and athletes for the country, while
fulfilling its social responsibilities by enhancing the physical
health and health awareness of adolescents and improving
the health of national citizens.

In the first half of 2017, the Company continuously devoted
more efforts in the sponsorships of professional swimming
competitions, such as the “Hosa Cup” National Sports
Academy Swimming Championships, the National Swimming
Championships, the “Hosa Cup” Adolescents Swimming
Championships in various provinces and cities, titled
sponsorships for “Hosa Cup” Youth Diving Championships
and other sports programs, as its key focus in supporting
adolescents’ sports development. As the titled sponsor of the
Fédération Internationale de Natation Association (“FINA")
10 km Marathon Swimming World Cup, and Diving Series
as well as the global partner of FINA, the Group continued
to sponsor the 10 km Marathon Swimming World Cup and
the diving tournament of FINA World Cup. The Group was
the title sponsor of nearly ten provincial swimming teams
and all swimming contests of certain provinces, creating the
professional image and strategic value of the brand of Hosa
in the field of professional fitness.

The above promotional events received satisfactory response
in the market. The brand influence and professional status of
Hosa were also effectively promoted.

(d)
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BTN A

(e)

Product Research and Development

Equipped with nearly 20 years of experience in indoor
sportswear research and development, rich professional
knowledge and technological build-up, the Group has
established a seasoned research and development team
for indoor sports apparel that is familiar with the demand
of indoor sportswear in China’'s consumer market. The
Group has created a globalized and professional research
and development system formed by domestic and foreign
professional cooperating institutions including Hosa
International Beijing Design Centre, Hosa International
Fujian Technology Centre, French Design Studio, function
and prototype expert team from Japan as well as The Asian
Fitness Academy, which enabled the Group to continuously
enhance its competitive strengths in terms of the
professional design, fashion design, functional development
and technology of indoor sportswear and thus maintained the
market competitive edge of the Group's products. In 2014,
Hosa obtained the certification for competition swimwear
of FINA, in which Hosa is the only enterprise obtained such
certification in the PRC up to now.
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Management Discussion and Analysis

FINANCIAL REVIEW
Revenue

Revenue of the Group for the six months ended 30 June 2017
was RMB658.8 million, representing an increase of 0.4% as
compared to the revenue for the six months ended 30 June 2016
of RMB655.9 million. The following table sets forth the sources of
the Group's revenue by operating segments in its operations:

BN A

R %5 O R
oA

ANEBEHFT201756 5308 1L~ @A
B ABARKGE8.8EET  BHE
2£2016F6 A30H IENEAAMARE
655.9 8 & LA N0.4% ° TERET
NEBIRERLE D IE DU AR
IR

Six months ended 30 June

#E6A30H1L<EA
2017 2016
RMB’000 % RMB’000 %
ARETFIT B2 AREF Ao H
Domestic sales BRSE
Swimwear — Hosa IKiEE)— &S 195,014 29.6 220,913 33.7
Swimwear — Water Cube IKIEE) — KL 87,463 13.3 100,800 15.4
Fitness wear — Hosa 2 & mm— gD 228,312 34.7 286,251 43.6
Others Hib 55,5621 8.4 - =
Subtotal NEt ... 566310 i 86.0 607964 | 92.7
Overseas sales BIrHE
Swimwear — Hosa KiBE)— & 90,036 13.6 47,658 7.2
Fitness wear — Hosa B Fmpn— &0 1,203 0.2 301 0.1
Others Hi 1,246 0.2 = L
Subtotal NG AN 92,48 ] 140 . 47950 73
Total st 658,795 100.0 655,923 100.0

Domestic sales decreased from RMB608.0 million for the six
months ended 30 June 2016 to RMB566.3 million for the six
months ended 30 June 2017, representing a decrease of 6.9%.
Overseas sales increased from RMB48.0 million for the six months
ended 30 June 2016 to RMB92.5 million for the six months ended
30 June 2017, representing an increase of 92.8%. China’s domestic
market remained the largest market of the Group.

BAHEREHZ2016%6 A30H 1L/~
AAMARKE08.0EE TH L EE
£2017F6A30H IEANABH AR
566.3B & T ' B8 A6.9% ° FINHE
MAEE20165E6 A30H IE/SAANAR
BA8.0A BT MEE =2017F6A30
BIENEAAMARKI2EE ST @ iR
592.8% - FRABEATISNANEE R
AT °

HOSA International Limited &3 BEEHRE LT
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Management Discussion and Analysis

BTN A

Cost of sales HERE

The Group's cost of sales primarily consisted of production costs AEEREERKAETZRIEEEREAR
and procurement costs of finished products from external sources. MINPERBR MAINA o EEKABIE
Production costs include raw material costs, labor costs as well as EEMRMEIRA - B TRARRES
manufacturing overhead incurred in the production. The following A o TREVIAEEE R HER AR
table sets forth a breakdown of the Group’s cost of sales for its 4

products:

Six months ended 30 June

#E6A30H 1L ER
2017 2016
RMB’000 % RMB'000 %
ARWFIT B AREFT B
Raw materials R 295,144 79.1 243,449 77.5
Labor BT 32,080 8.6 27,839 8.9
Manufacturing overhead 2EE A 12,237 33 10,968 35
Procurement costs of finished PR R AR
products 33,634 9.0 31,792 10.1
373,095 100.0 314,048 100.0
Raw material costs primarily refer to the costs of procuring raw EMERAEERRBEEEASEER
materials used in the production of products of the Group, such as PR O IR R (IR R ~ AR R B K
fabrics, threads and ancillary clothing materials. KB RIS o
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Management Discussion and Analysis

Certain production and processing steps of products of the Group,
primarily fabric manufacturing, fabric printing and dyeing, and fabric
cutting, sewing and stitching, are outsourced to external contract
manufacturers. The Group provides fabric materials to contract
manufacturers for processing and pays outsourced processing
and service fees. Such outsourced processing and service fees
are categorized under the Group’s raw material costs. Labor costs
consisted of salaries, benefits and other compensation paid to the
employees of the Group. Manufacturing overhead mainly includes
depreciation of production facilities, costs associated with operating
the Group's facilities including electricity, water and maintenance
costs etc. The following table sets forth a breakdown of the
Group's cost of sales by product:

BEE W RO

REFBERNETEENTISR(EE
AEREE - EEEIZ - ERES ki
I T INEBERIINELLEER - ANEE
REmA RIS EEmETINT
WP MINBEEMTRRIEE o ZEH
BEANIERBESEEAEENER
MRIBAET « BTHRASIERARER
BIYNNES  wBAKEMEE &
EERTFERRAERBIE - BIEBE
AN B R AR RE RO AR AR (K E R 4 S
RA)E - TREFIREREI DAL
B $H 5 A ANBAAE

Six months ended 30 June

#E6A3081L<EA

2017 2016
RMB’000 % RMB'000 %
ARETFIT S ARYTFr Bk
Swimwear — Hosa KIEE) — &N 153,672 41.2 123,559 39.3
Swimwear — Water Cube IKBE) — KL 51,588 13.8 59,755 19.1
Fitness wear — Hosa i H i — & 115,427 30.9 130,734 416
Others EAh 52,408 14.1 - 2
373,095 100.0 314,048 100.0

HOSA International Limited ;¥ BB BB A7
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Gross profit

Gross profit of the Group for the six months ended 30 June
2017 was RMB285.7 million, representing a decrease of 16.4%
as compared to that of the six months ended 30 June 2016 of
RMB341.9 million. Gross profit margin of the Group for the six
months ended 30 June 2017 was 43.4% (six months ended 30
June 2016: 52.1%). The decrease in gross profit margin was mainly
due to the change in cooperation model with distributors, which led
to decrease in selling prices of the Group's products.

The following table sets forth the Group's gross profit by operating

Management Discussion and Analysis

BTN A

EF

REBEE2017F6A308 1ENEA
MEFABARK285.7AE T » BE
Z2016F6 A30B I NEARARY
341 9BB T R[E16.4% - AEEEST
20176 A30B L NEANERNERA
43.4% (EZ=2016%6 A30H [F/< @A :
52.1%) > EFIETREERANEEN
EoWMEAEER - AE N EE
EERTEE -

TREFIREEIREF L LD BEIDH

segments in its operations:

2017

EH -

Six months ended 30 June

#HE6A30HIEEA

Gross Profit

2016

Gross Profit

Gross Profit Margin  Gross Profit Margin
EF EFsE EH| FEH=
RMB’000 % RMB’000 %
ARWTFIT B9 AREFT B
Domestic sales BEAHE
Swimwear — Hosa KiBE)— &Y 96,225 49.3 126,216 57.1
Swimwear — Water Cube IKIEH)— KL TT 35,875 41.0 41,045 40.7
Fitness wear — Hosa e mm—Es 113,563 49.7 155,700 54.4
Others Hib 4,210 7.6 - -
Subtotal et _..249873 ¢ 41 322961 53.1
Overseas sales BirHE
Swimwear — Hosa EE) — &N 35,153 39.0 18,796 394
Fitness wear — Hosa e mm—ED 525 43.6 118 39.2
Others Hib 149 12.0 - -
Subtotal et S 35827 __.: 387 18914 ___: 39.4
Total et 285,700 43.4 341,875 52.1
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Management Discussion and Analysis

Other revenue

Other revenue of the Group primarily consisted of government
grants and interest income from interest-bearing bank deposits.
Government grants were provided by provincial or prefectural
government authorities in the form of unconditional subsidies as
recognition for the contribution of the Group to the local economy
through its business operation and its achievements as one of the
core enterprises in the local industry. Other revenue decreased
from RMB27.1 million for the six months ended 30 June 2016
to RMB17.2 million for the six months ended 30 June 2017,
representing a decrease of 36.5%.

Selling and distribution expenses

Selling and distribution expenses consisted primarily of advertising
and promotion expenses, remuneration and employee benefits
for the Group's sales and marketing personnel, rental expenses,
packaging and transportation expenses, depreciation and
amortisation expenses of the Group’s properties used for sales and
marketing activities and other miscellaneous expenses. Advertising
and promotion expenses mainly include fees paid for sponsorship
and television, magazine and billboard advertisements. Selling and
distribution expenses decreased from RMB99.0 million for the six
months ended 30 June 2016 to RMB55.6 million for the six months
ended 30 June 2017, representing an decrease of 43.9%. Selling
and distribution expenses represented approximately 8.4% of
total revenue for the six months ended 30 June 2017, which was
lower than the proportion for the six months ended 30 June 2016
of 156.1%. The decrease in selling and distribution expenses was
mainly due to the change in cooperation model with distributors.

Administrative and other operating expenses

Administrative and other operating expenses primarily consisted of
remuneration and employee benefits for the Group’s administrative
staff, travel expenses, general office expenses, and other
miscellaneous expenses. Administrative and other operating
expenses decreased from RMB59.8 million for the six months
ended 30 June 2016 to RMB43.9 million for the six months ended
30 June 2017, representing a decrease of 26.6%. Administrative
and other operating expenses represented approximately 6.7% of
total revenue for the six months ended 30 June 2017, which was
lower than the proportion for the six months ended 30 June 2016
of 9.1%.

BN A

Hetulr A

AEENEMWA T EBIEBFEEE R
FFERITEREF BULA o BRATHEEETD
FR A R ok 85 R T 4 B LA 4B 51 BO Y
FERRE U EAEEEREREE
i S EEN BB R AR B EAI 1T
EROLEZ K - Etl AR
HE2016F6 A30H LA AMARE
27 VBB IL NKRE#E2017F6H30H
IEREAMARK172B8E8 T - %A
36.5% °

HEREBRRF

HEREHERATERIEESNEEH
o REBSHEMTISHERE A B FEN
METREF HeAx  BELER
Y AEBRAREERTISEREHN
PIEITE MY R EMMERY -
EEMEERAYEERREIMESHEEMU
LES  HEERESEESEIMNNE
A o HE REHKAHE Z2016F6 A
30HIEAEAMAREKI.OEEIL N
ZHEE2017F6A30BIEANEANAR
®55.6 E BT K8 A43.9% © HE &
AR NG A 2201746 A308 1< E
AU R#HI8.A% @ (KREIE 201646
A308 EAEARI5.1% o 5§55 R84y
RATREZE A ANEBRES
AVEE -

TR HEMEEME

TREEMECERAT EEREAREET
BEIWMEFBMEIEN  ERMAX -
— MR AEREIREMEERY - 17
BRHALEH S BEZE2016%6 H30
BIENEAMARKELSES T NEKE
HE2017F6 308 1L/ A B 0 AR
43.9BBTT ' KIBAE26.6% ° (TH KR EH
L ERET2017F6 A308 1E7S
& B #a I AR #96.7 % » KA 2 4 7] Hf
f9.1% o
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Finance costs

Finance costs of the Group primarily consisted of interest charged
to the Group's interest-bearing bank borrowings. Total finance
costs increased from RMB1.5 million for the six months ended 30
June 2016 to RMB6.0 million for the six months ended 30 June
2017, representing an increase of 304.8%.

Profit for the period and dividend

The profit for the six months ended 30 June 2017 decreased by
4.5% to RMB160.8 million as compared with RMB168.3 million
for the six months ended 30 June 2016. Total comprehensive
income for the six months ended 30 June 2017 increased by 1.5%
to RMB168.2 million as compared with RMB165.7 million for the
six months ended 30 June 2016. Final dividend of HK2.3 cents
per share for the financial year of 2016 had been proposed and
approved on 28 April 2017.

Key financial ratios

The following table sets forth certain of major financial ratios of the
Group:

Management Discussion and Analysis

BTN A

RBBE

REBHYPEKAEEBRIERAEB
BIRITETUEA RS o BT A A
HZE2016F6A30R IE/NAR AR
1.5A8BILEAEEZE2017F6A30H
IERNEAMARKEORE  FRA
304.8% °

HRFERER

HZE2017%F6 A30H 1E/5 8 A MR EE:
HE2016F6 8308 IE/NEARHARE
168.3EE T N E4.5%E AR 160.8
BEIT  #H22017F6 A30H (E75E A
F2mREEEREZE2016F6 730
At NERAMARK166.7HE L EF
1.5%%E ANRH¥168.2HETT ° 20164
P HERNRAKREFR2.IBWER
2017F4 A28 HIERE ML -

FEMBLE

TR EENET LB L%

Six months ended 30 June

#E6A30HIL/EA

2017 2016
Current ratio MBI = 3.33 timesf{S 4.66 timesfZ
Quick ratio WmE)LLE 3.06 times{& 4.07 timesf&
Inventory turnover days FERABAK 104.5 daysH 153.3 days H
Debtors’ turnover days FEUAR SR EEE 0 £ 117.3 daysH 81.6 daysH
Creditors’ turnover days FETBR AR 48 B 21 90.4 daysH 111.8 days H
Gearing ratio AafEr = 13.7% 8.6%




Management Discussion and Analysis

Working capital and working capital management

The inventory turnover days of the Group were 104.5 days for the
six months ended 30 June 2017 as compared to 153.3 days for the
six months ended 30 June 2016. The Group's debtors’ turnover
days were 117.3 days for the six months ended 30 June 2017 as
compared to 81.6 days for the six months ended 30 June 2016.
The Group generally allowed a credit period of 90 days to 180 days
to customers. The Group's creditors’ turnover days were 90.4 days
for the six months ended 30 June 2017 as compared to 111.8 days
for the six months ended 30 June 2016. The overall working capital
cycle has been increased from 123.1 days to 131.4 days. The
overall operation remained at a normal level.

Liquidity, financial resources and capital structure

As at 30 June 2017, the Group had net current assets of
RMB1,886.9 million (31 December 2016: RMB1,760.8 million),
of which cash and bank deposits were RMB1,913.6 million (31
December 2016: RMB1,709.0 million). Total bank borrowings
as at 30 June 2017 was RMB384.6 million (31 December
2016: RMB320.6 million) while the amount of bills payable was
RMB178.7 million (31 December 2016: RMB124.1 million). Bank
borrowings and bills payable were mainly used for working capital
management, financing the purchases of the Group and financing
the dividend paid to the Shareholders. The Group's gearing ratio
as at 30 June 2017 (total bank borrowings divided by total assets)
was 13.7% (31 December 2016: 13.0%). The Group’s transactions
and the monetary assets are principally denominated in Renminbi.
The Group has not experienced any material difficulties or effects
on its operations or liquidity as a result of fluctuations in currency
exchange rates during the six months ended 30 June 2017. The
Group adopts centralized financing and treasury policies in order to
ensure the Group's funding is utilized efficiently. Prudent approach is
adopted in monitoring foreign exchange exposure and interest rate
risk. The Group's liquidity position remains healthy and is capable of
meeting its working capital requirements. This strong cash position
enables the Group to identify and grasp investment and business
development opportunities when expanding its market share in
China.

BEE W RO

EEROREERCEH

AEBEHZE2017F6 A30H IE/NE AR
FEREHHA104.58 0 MEZE2016
F6H30HILNEAA153.38 A&
BEHZ=2017F6 8308 1E/~E A Ay EI

R EEREA117.38 © MEZE2016
¢6H3OE|¢/\1IHJ,%81.6E| AEE
—BAarEEFPIRHEI B E180BME
BEH - REBEHZE2017F68308 1E/~
B AWM AE H804590.48 »
HZE2016F6 A30B 1IENEAA111.8
B BEeesEs@EMM123.18&EM
F131.4H  EBELESCSNENES
K o

RBEE  MERERBEFER

R2017F6 A308 ' AEBEHRBEE
FEAANRE1,886.9887(20165F12
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7_E(2016¢12)5J31E| AR¥1,709.08
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%@%EZ%}\E’#%‘%AGEF%TE(ZM6¢12ﬂ
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ZETEANALENLEBEERE
2&%%%&%&&%@&%3‘2@%@%%
R BRI E S - REBN2017456 5
0RAMBELR(RITEREERIUE
ERE)A13.7%(2016F 12318 -
13.0%) » A"EENRH R EBEEE
ZLAARKEEE - #E2017F6A30H
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BTN A

Use of Proceeds - Initial Public Offering

The shares of the Company were listed on the main board of the
Stock Exchange on 16 December 2011 with net proceeds from the
global offering of approximately RMB488.6 million (after deducting
underwriting commissions and related expenses). The amount
utilized as of 30 June 2017 was as follows:

FieRERAE - MROMREE

AATIRDA2011FE12 816 BFERE R
FrEiR g - IR EREE TS HuEH
A AREA88.6F & T(HK A
S MEBEREZ) - N2017F6A30H
EERESRENT :

As at 30 June 2017
7201756 A30H
Amount of Amount Remaining
Purposes of net proceeds Percentage net proceeds utilized balance
AR ESREARE BSL FIeRERHE EERA&EHE 3]
(RMB million) (RMB million) (RMB million)
ANE¥GHET) (ANREEZET) (ARESET)
1. Expansion of distribution network 35% 171.0 171.0 -
‘R HEE
2. Enhancement of brand image through 25% 122.1 122.1 -
marketing and promotion
FHRTISHEEREERTREER
3. Expansion of production capacity 15% 73.3 7.0 66.3
AR
4. Investment in research, design and 10% 48.9 48.9 -
development activities
W - Rt ARSI E
5. Developing and upgrading of supply 5% 24.4 - 24.4
chain and information management
systems
BREAGRHEEREEEERSL
6. Funding for working capital and other 10% 48.9 48.9 -
general corporate purposes
REBEASREM—BRATHEREES
100% 488.6 397.9 90.7

The Company does not intend to apply the remaining net proceeds
for purposes other than those disclosed in the prospectus of the
Company dated 6 December 2011.
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BN A

Use of Proceeds — Share Placements

On 17 September 2013, Ho Born Investment Holdings Limited
("Ho Born”), the Company and Goldman Sachs (Asia) L.L.C., as the
placing agent, entered into a placing and subscription agreement,
pursuant to which the placing agent agreed to procure purchasers
to subscribe for 54,500,000 existing shares owned by Ho Born
to not fewer than six independent placees at the placing price of
HK$2.85 per share, and Ho Born conditionally agreed to subscribe
for, and the Company agreed to allot and issue to Ho Born, such
number of subscription shares which is equivalent to the number of
shares actually placed under the placing at the subscription price of
HK$2.85 per share. Details of these transactions are set out in the
Company's announcement dated 17 September 2013.

Approximately RMB116.9 million (after deducting underwriting
commissions and related expenses) was raised from the
subscription. The amount utilized as of 30 June 2017 was as
follows:

FieRARE-RHEES

R2013F9 178 @ AR EVRAR
RE([EF]D - ARakE&(EMNE
RETRARI(EARENRE)E L —
ERRERE - Bt BERERER
FRBALSRRD2.85B T2 B EE
R RS F A 2 54,500,0000% 38 4 B
D RERE T RLRNBEIARA -
EBEEGRHRERERARFTERE
s B3 R EBITHERER LIRER
f&fn2.858 L2 RBERE ZRMHE B
BB RBRGD c ZERXHZFBHR
FIRAARIBEA2013F9RA17HZ A
ﬁ!ﬁ °
BRRBESNWARKI116.9B8E T
(&I eiHme MEERASE) - 52
2017F6 A30EEBR 2T :

As at 30 June 2017
1201756 A30H
Amount of Amount Remaining
Purposes of net proceeds Percentage net proceeds utilized balance
FrIeREBEAE BSL FiIeRIRSHE EBHAE&#E ERER
(RMB million) (RMB million) (RMB million)
ANE¥GET) (ANREEZET) (AREHET)
1. Advertising and promotion 30% 35.0 35.0 =
RS RIEE
2. Expansion of production capacity 15% 17.5 - 17.5
EITERE
3. Investment in research, design and 40% 46.9 46.9 -
development activities
e~ REtRAERHHIRE
4. Funding for working capital 15% 17.5 17.5 -
REBECRHEES
100% 116.9 99.4 17.5

The Company does not intend to apply the remaining net proceeds
for the purposes other than those disclosed in the announcement
of the Company dated 17 September 2013.

The Company has not conducted any equity fund raising activities
in the past 12 months from the date of this announcement.

ARRESIZARE AHA20135F9 A
17 BV A AR AT EE LASIE B RO E R ER T
FSFORSEE

ARABRARM B R BE12A YL
RETEMBAEE LS -
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Capital expenditure and capital commitments

The capital expenditure during the six months ended 30 June 2017
was approximately RMB2.4 million. As at 30 June 2017, the capital
commitment amounted to approximately RMB12.8 million.

Foreign exchange risk management

Most of the sales and purchases of the Group are settled in
Renminbi, which is not freely convertible into foreign currencies.
The fluctuation of Renminbi during the first half of 2017 did not
have any significant adverse effect on the Group’s results. The
Group is not exposed to any significant foreign exchange risk.
Besides, the Group will conduct periodic review of its exposure to
foreign exchange risk.

Contingent Liabilities

As at 30 June 2017, the Group had no material contingent liabilities.

Employees and Remuneration Policies

As at 30 June 2017, the Group had a workforce of approximately
1,300 people. Salaries of employees are maintained at a
competitive level and are reviewed annually, with close reference
to the relevant labour market and economic situation. The Group
has adopted share option schemes whereby employees of the
Group are granted options to acquire shares in the Company. A
sound relationship has been maintained between the Group and its
employees. The Group has also provided internal training to its staff
and paid bonuses based upon staff performance and profits of the
Group.
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LOOKING AHEAD

Since 2013, the State Council and General Administration of Sports
of China have published various opinions relating to sports and
health industry which provided material development opportunities
for the development of health services industry and sports services
industry. Looking forward, there will still be tremendous room for
the growth of the PRC sports and health industry which enters a
flourishing stage, and the growth of demand will remain strong.
Meanwhile, the construction of stadiums, which was driven by
the urbanisation in the PRC, the growing number of consumers
pursuing healthy lifestyle, the trend of fitness, the promotion
of national fitness and support to health industry from the PRC
government and the rising demand of consumers for products
and services in terms of personalised need and professionalism
have provided the Group with an important opportunity for future
development. The Group will maintain its leading position in the
existing sportswear business while promoting the implementation
and enforcement of strategies with respect to sports and health
industry in all aspects.

In view of the current situation, the Group and its controlling
shareholder will fully utilize the leading position in sports and health
products and services with the determination to implement the
development strategy for the sports and health industry. The sports
and health ecosphere will be continued to be established based on
customers’ sports and health lifestyle. Centered around sports and
health products and big data to develop and consolidate industry
resources, the ecosphere links consumers, scenarios and products
with the service provider through a mobile sports and health
community to cater for the consumers’ sports and health lifestyle
and provide them with comprehensive services.

In the second half of 2017, the Group will focus on the promotion
of the following tasks:

1. to vigorously promote “"Hosa new retail”, including
implementation of integration of online and offline sales,
establishment of brand new 020 function, improvement
in consumption experience of customers through ordering
products via mobile applications and providing mobile
payment service at our offline stores, as well as the
exploration of consumers’ demand through big data analysis;

2. to implement the cooperation with upstream and
downstream enterprises in the industry (including mobile
applications for sports and health), to integrate industry
resources by flexible cooperative investment, and develop
the sports and health industry;
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3. to continue to develop new sports and health products,
research on and consolidate sports and health products and
services to explore new business growth drivers based on
consumers’ needs;

4. to continue to promote the title sponsorship cooperation
of various sports and fitness events, and enhance the
professional image and reputation for the brand.

The Group believes that the promotion and implementation of the
above measures will tremendously consolidate the competitive
edges of the Group in sports and health sectors in the future.
Although there might be an impact on the results indicators of the
Group in a short term due to the transformation and upgrading, it
is considered to be an inevitable stage for the better enhancement
of its long-term competitiveness and for the greater room for
development of the Group. We believe that the implementation
of the Group's sports and health industry strategies will form a
foundation for the future development and create a huge room for
the future development and growth of the Group as well as greater
value and returns to the consumers and Shareholders.

2017 INTERIM REPORT ik

Management Discussion and Analysis

BTN A

3. WBEEAEFR EELTHED
fEEEM BRESHRFEERM
ARTS - FAEEHTHORBHIBRA,

4. BEREREEPRBEIDND
wEPAE  BAREOERE
MEEE -

AEBERENA LS BB RO EENZ
E - BERRB AR A EEEED
REABNGFES  BALENEL
THRERPAR R H A RE N EEER
EE—FENTE  BRT RIFREAR
ENRMZRED - RASBEREE KK
BRER  EROEVALEORKE -
BAMREANEEE S FAE R R
B BARRERETEUBER AKX
SEEARKMERAEERNERZEM
RBEEE  BRREEEANEEME

% -




Report of the Directors

The Directors have pleasure in presenting their report together with the
unaudited financial statements for the six months ended 30 June 2017.

PRINCIPAL ACTIVITIES

The Company and its subsidiaries are principally engaged in the design
and production of a wide range of mid-to-high end sportswear products,
including swimwear and fitness wear, which are sold under the well-
known Hosa and Water Cube brand.

FINANCIAL STATEMENTS

The profit of the Group for the six months ended 30 June 2017 and the
state of the Group's affairs as at that date are set out in the financial
statements on pages 40 to 68 of this interim report.

REVIEW OF INTERIM RESULTS

The Board has established the audit committee of the Company (the
"Audit Committee”) in compliance with the Rules Governing the Listing
of Securities on the Stock Exchange (the “Listing Rules”). The Audit
Committee comprises three independent non-executive Directors.
The principal responsibilities of the Audit Committee are to review and
supervise the financial reporting process and internal control systems
of the Group. The interim results of the Group for the six months ended
30 June 2017 have not been audited but they have been reviewed by
KPMG, the auditors of the Company, and the Audit Committee.

DIVIDENDS

The Board recommended the distribution of an interim dividend of
HK3.9 cents (equivalent to approximately RMB3.3 cents) per share of
the Company in cash to Shareholders for the six months ended 30 June
2017, representing a total payout of approximately HK$65.0 million
(equivalent to approximately RMB56.3 million). The interim dividend will
be paid out from the Company's retained earnings.
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DIRECTORS
The Directors during the six months ended 30 June 2017 were:

Executive Directors

Mr. Shi Hongliu (Chairman)

Mr. Shi Hongyan (Vice Chairman and Chief Executive Officer)
Mr. Shi Zhixiong

Mr. Lui Wai Ming (Chief Financial Officer)

Independent Non-Executive Directors
Ms. Ko Yuk Lan

Mr. Yao Ge

Mr. He Wenyi

CHANGES IN THE BOARD AND DIRECTOR’S
INFORMATION

During the six months ended 30 June 2017, there was no change in the
composition of the Board.

There was no change in the information of the Directors since the date of
the Company’s 2016 annual report.
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Report of the Directors

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

As at 30 June 2017, the Directors and the chief executive of the
Company had the following interests or short positions in the shares (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 (“SFO")) which have been notified to the
Company and the Stock Exchange pursuant to Division 7 and 8 of Part XV
of the SFO, including interests and short positions which the Directors
and the chief executive of the Company are taken and deemed to have
under such provisions of the SFO, or which are required to be and are
recorded in the register required to be kept under Section 352 of the
SFO or as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by Directors of
Listed Issuers (the “Model Code"):

EFEEWE

EFRERITHRARRERM - MR
BRI RAFHERRAE
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FH R EIEDIEXVEE T RS EAMEG AR
AN E R FTH RS S B (B IR R IE B 5 N 58
EIEMOBBIEEEESIRARARIESE R
BEETBRABHMENESRAR)  RARE
I AMRIE B A RS M E 35215 EFER
ZRMA KRB ETEITASEETEER
SEEESFAN(MZESR DAME AR A&
BT SR B -

Number of
Shares subject
to options
granted
under Approximate
the Share  percentage of
Option Scheme shareholding in
adopted on  the Company/
Name of Name of Capacity/ Number of 23 November associated
Director company Nature of Interest Shares 2011 corporations
Ri¥20115F
11A 230 e
WS BEat& ) 3/
AR E Bk R
EEEB NERB 57 #atE Bif8E FSRHOERHANE REBHESIL
Mr. Shi Hongliu The Company Interests of controlled 829,884,859 - 49.78%
corporations (Long position)
iRz nbivta RAT] REEHEE SR (4F&)
The Company Beneficial interests 500,000 - 0.03%
(Long position)
RAT] B (#FE)
Mr. Shi Hongyan Ho Born Investment  Beneficial interests 26,233 - 26.23%
Holdings Limited
FEISIE S A FEREERER AR BniEn
Mr. Lui Wai Ming ~ The Company Beneficial interests - 1,500,000 0.09%
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Note:

(1) Ho Born Investment Holdings Limited and Well Born Industrial Group Limited
are beneficially owned as to 49.85% by Mr. Shi Hongliu. Mr. Shi Hongliu is
therefore deemed to be interested in the aggregate of 829,884,859 Shares
held by Ho Born Investment Holdings Limited and Well Born Industrial Group
Limited.

Save as disclosed above, as at 30 June 2017, none of the Directors or the
chief executive of the Company had or was deemed to have any interests
or short position in the shares, underlying shares or debentures of the
Company and its associated corporations (within the meaning of Part XV
of the SFO), which had been recorded in the register maintained by the
Company pursuant to section 352 of the SFO or which had been notified
to the Company and the Stock Exchange pursuant to the Model Code.

At no time was the Company, its holding company, or any of its
subsidiaries a party to any arrangements to enable the Directors and
the chief executive of the Company (including their spouse and children
under 18 years of age) to hold any interest or short positions in the
shares, underlying shares or debentures of the Company or its associated
corporations (within the meaning of Part XV of the SFO).
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Report of the Directors

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES

So far as is known to any Director or chief executive of the Company, as
at 30 June 2017, the persons or corporations (other than Director or chief
executive of the Company) who had interest or short positions in the
shares and underlying shares of the Company which were required to be
disclosed to the Company under the provisions of Division 2 and 3 of Part
XV of the SFO, or which were recorded in the register required to be kept
under section 336 of the SFO were as follows:

55T

HE

EERRNRMREMKR D ER
RikE

MARREMEZTRESTRAERM B
2017A6A308 » L FALTFEE (W IEARD
RIBEEHREITHRAB)RAR RN KiEE
R - EAREE S R EIEGEXVIBE
2&3’“5#]117&4,@%%%2!& A H)RE 2R Ok
C B HAMRIEE S K EIE 053361548
Erﬁmﬁﬁﬁmm% SEKE

Approximate
percentage of

Number of shareholding in
Name of Shareholders Capacity/Nature of Interest Shares the Company
XA TR ER
BEREE S #aug B8 E HBHES
Ho Born Investment Holdings Limited" Beneficial interests 710,076,859 42.59%
(Long position)
ERREERAR AT B (4R
Well Born Industrial Group Limited™ Beneficial interests 119,808,000 7.19%
(Long position)
EREXEEFRAT a3 (4R
Mr. Fang Chengyu Beneficial interests 101,396,000 6.08%
(Long position)
T mEE B (5 R)
Note: Kzt -
(1) Mr. Shi Hongliu and Mr. Shi Hongyan, executive Directors, are two of the (1) BITESHERTEREBRELEREBIRE

directors of Ho Born Investment Holdings Limited and Well Born Industrial
Group Limited.

Save as disclosed above, as at 30 June 2017, the Directors and the
chief executive of the Company are not aware of any other person
or corporation having an interest or short position in the shares and
underlying shares of the Company which would require to be disclosed
to the Company under the provisions of Division 2 and 3 of Part XV of the
SFO, or which were recorded in the register required to be kept by the
Company pursuant to Section 336 of the SFO.
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PURCHASE, SALE OR REDEMPTION OF THE BE  HERROFLT LHES
COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries has purchased, sold or REE2017F6A30H LEXE A - AAFIHE
redeemed any of the Company’s listed securities during the six months FRMEATERESE - HEXERANATHTE

ended 30 June 2017. fA] EFES -
SHARE OPTION SCHEMES ARt
Pre-IPO Share Option Scheme ERAOMREMEREE

The Company adopted a pre-IPO share option scheme (the “Pre-IPO AARR2011F11 A23ARME X AR
Share Option Scheme") on 23 November 2011 for the purpose of giving EREREAE (B R REERERET
certain eligible persons an opportunity to have a personal stake in the gl BERTETEEBALTRARA%
Company and motivating them to optimise their future performance BRARENKS  WEBESNRBERZAER
and efficiency to the Group and/or rewarding them for their past EEMESRERRBRIRE &/ ARFESBE

contributions, and attracting and retaining, or otherwise maintaining on- R E B T 528 - ARSI R B AR M7=
going relationships with, such eligible persons who are significant to HZEHAKENRE FRIAMNNBEE
and/or whose contributions are or will be beneficial to the performance, &/ SHEBENRSIEEFRAEER K

growth or success of the Group. Options to subscribe for an aggregate I BEAKINAEERALTHFFERITH
of 20,500,000 Shares were granted on 23 November 2011. The exercise & o AT RIEA ££20,500,000 M EEIE S,

price per Share is HK$1.28, representing a discount of 20% to the global 2011F11 A238 &L - FRITEEA1.28
offering price per Share. Save as disclosed below, no further options B RERBROHEREEETE20% °

were granted under the Pre-IPO Share Option Scheme prior to the Listing BRTSGEREEIN R EmBER - BIEREE

Date. All options granted under the Pre-IPO Share Option Scheme may XA E R BRI BE — P L AR

be exercised in the following manner: FRERE B R AR S A B ET EIR 8 s
BAETIR T 55 RAT{E

Exercise period Maximum percentage of options exercisable
1T{ER AFTEBERENESEST

Anytime after the first anniversary of the Listing Date 30 % of the total number of options granted
T H B E B RN BB A EI30%

Anytime after the second anniversary of the Listing Date 30 % of the total number of options granted
B IR R AR BB AR A E1H30%

Anytime after the third anniversary of the Listing Date 40 % of the total number of options granted
T BB =B S {2 e A B R A E40%

No share options were granted, exercised, cancelled or lapsed by the H2017F1A1HEEZ2017F6 A308 I8
Company under the Pre-IPO Share Option Scheme during the period from A - AR R ERE &R AR ERIIEARE
1 January 2017 to 30 June 2017 and there were no outstanding share FTEIERE - BT - BIEEE R Bk
options under the Pre-IPO Share Option Scheme as at 30 June 2017 and ¥ mA2017F6 A30H REIZE AsREHER

up to the date of this report. RERAFREE A EARER 811E T
RITE 2 BEARAE -
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Report of the Directors

Share Option Scheme

The Company adopted a share option scheme (the “Share Option
Scheme”) on 23 November 2011 for the purpose of giving certain eligible
persons an opportunity to have a personal stake in the Company and
motivating them to optimize their future performance and efficiency
to the Group and/or rewarding them for their past contributions, and
attracting and retaining, or otherwise maintaining on-going relationships
with such eligible persons who are significant to and/or whose
contributions are or will be beneficial to the performance, growth or
success of the Group.

The maximum number of Shares which may be issued upon exercise of
all 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 as at the listing date, i.e. 1,600,000,000 Shares. The maximum
number of Shares issued and to be issued upon exercise of the options
granted under the Share Option Scheme to any one person (including
exercised and outstanding share options) in any 12-month period shall not
exceed 1% of the Shares in issue from time to time.

A share option may be exercised in accordance with the terms of the
Share Option Scheme at any time during a period as determined by the
Board and not exceeding 10 years from the date of the grant. There is
no minimum period for which an option must be held before it can be
exercised. Participants of the Share Option Scheme are required to pay
the Company HK$1.0 upon acceptance of the grant on or before 28 days
after the offer date. The exercise price of the options is determined by
the Board in its absolute discretion and shall not be less than whichever is
the highest of:

(@) the nominal value of a Share;

(b)  the closing price of a Share as stated in the Stock Exchange's daily
quotations sheet on the date of offer; and

(c) the average closing price of a Share as stated in the Stock
Exchange’s daily quotation sheet for the five business days
immediately preceding the date of offer.
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The Share Option Scheme shall be valid and effective for a period of 10
years from the listing date, after which no further options will be granted
or offered but the provisions of the Share Option Scheme shall remain
in force and effect in all other respects. All share options granted prior to
the termination of the Share Option Scheme and not then exercised shall
continue to be valid and exercisable in accordance with the Share Option

Scheme.

Details of the share options granted under the Share Option Scheme and

B E LW ESREI0OFA—EAX
KA HET RN IR HOBERE - 8
BT MR E A R T EIDAB R
AR o BB B LRI E R B M ARTTE
R BRI DA B L AT ARIE B AR AT 8 T
IATTHE -

HZE2017F6 A30B IE/NE A - IRIBEEA LT

the movement during the six months ended 30 June 2017 are as follows: SR R RERRE R B BRI T
As at Granted Exercised As at
Name of 1 January during the during the 30 June Exercise Date of Exercise
director 2017 period period 2017 price grant period
#20174
#2017% 6A30H
ERMER 1A1H k] BMTE ARITE SRITEE JHAH {T{EH
Mr. Lui Wai 1,500,000 - - 1,500,000 HK$2.37 1 April 2016 (Notes (i)
Ming
BEEMEE 237%87T 201654 A18  (MF0)
Total:
&%t 1,500,000 - - 1,500,000
Notes: Mt -

(i) Details of exercise period of the share options granted to Mr. Lui Wai Ming
are as follows:

Exercise period

TR

0] BETEERHELNBRETERFBOT ¢

Percentage of exercisable share options

A FITEMRENE S

1 April 2018 to 31 March 2021
201854 A1HZE202143A31H

1 April 2019 to 31 March 2021
201954 A1H%E202143A31H

1 April 2020 to 31 March 2021
20204 A1H%E202143A31H

30% of the total number of share options granted

BB BB AR A2 B30 %

30% of the total number of share options granted

B BB A BH930%

40% of the total number of share options granted

BB REAER40%

(ii) No options were exercised, cancelled or lapsed during the period.
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Report of the Directors

The total number of shares available for issue under the Share Option
Scheme is 158,500,000, representing approximately 9.5% of the
Company'’s issued share capital as at the date of this interim report.

Further details of the Pre-IPO Share Option Scheme and the Share Option
Scheme are set out in note 14(b) to the unaudited interim financial report.

AUDIT COMMITTEE

The Audit Committee was established, in compliance with Rules
3.21 and 3.22 of the Listing Rules, with written terms of reference in
compliance with the Corporate Governance Code. The primary duties of
the Audit Committee are to review and supervise the financial reporting
process and internal control system of the Group and to provide advice
and comments to the Board. The members meet regularly with the
external auditors and the Company’'s senior management for the
review, supervision and discussion of the Company's financial reporting
and internal control procedures and ensure that the management has
discharged their duties to establish an effective internal control system.
The Audit Committee comprises three members, namely Ms. Ko Yuk
Lan, Mr. Yao Ge and Mr. He Wenyi, all of whom are independent
non-executive Directors. Ms. Ko Yuk Lan, who has appropriate
professional qualifications and experience in accounting matters, was
appointed as the chairlady of the Audit Committee.

Pursuant to the meeting of the Audit Committee on 21 August 2017,
the Audit Committee has reviewed the unaudited consolidated financial
statements of the Group for the six months ended 30 June 2017,
including the accounting principles, treatments and practices adopted
by the Group. The Audit Committee has no disagreement with the
accounting principles, treatments and practices adopted by the Group.

COMPLIANCE WITH THE MODEL CODE FOR
DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix 10 of
the Listing Rules as its own code of conduct for securities transactions
by the Directors. Specific enquiries have been made with all Director and
all Directors confirmed that they have complied with the Model Code for
the six months ended 30 June 2017.
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CORPORATE GOVERNANCE
During the period from 1 January 2017 to 30 June 2017, the Company

complied with the code provisions of the Corporate Governance Code as
set out in Appendix 14 to the Listing Rules.

ACKNOWLEDGEMENT

On behalf of the Board, | extend my gratitude to all our staff for their hard
work and dedication.

By Order of the Board
Shi Hongliu
Chairman and Executive Director

Hong Kong, 21 August 2017
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Review Report of the Auditor
GRS IE: sy

Review report to the board of directors of Hosa International Limited
(Incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the interim financial report set out on pages 40 to 68
which comprises the consolidated statement of financial position of Hosa
International Limited (“the Company”) as of 30 June 2017 and the related
consolidated statement of profit or loss and other comprehensive income
and the consolidated statement of changes in equity and condensed
consolidated cash flow statement for the six-month period then ended
and explanatory notes. The Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited require the preparation of an
interim financial report to be in compliance with the relevant provisions
thereof and International Accounting Standard 34, /nterim financial
reporting, issued by the International Accounting Standards Board. The
directors are responsible for the preparation and presentation of the
interim financial report in accordance with International Accounting
Standard 34.

Our responsibility is to form a conclusion, based on our review, on the
interim financial report and to report our conclusion solely to you, as
a body, in accordance with our agreed terms of engagement, and for
no other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard on
Review Engagements 2410, Review of interim financial information
performed by the independent auditor of the entity, issued by the Hong
Kong Institute of Certified Public Accountants. A review of the interim
financial report consists of making enquiries, primarily of persons
responsible for financial and accounting matters, and applying analytical
and other review procedures. A review is substantially less in scope than
an audit conducted in accordance with Hong Kong Standards on Auditing
and consequently does not enable us to obtain assurance that we would
become aware of all significant matters that might be identified in an
audit. Accordingly, we do not express an audit opinion.
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Review Report of the Auditor

CONCLUSION

Based on our review, nothing has come to our attention that causes
us to believe that the interim financial report as at 30 June 2017 is
not prepared, in all material respects, in accordance with International
Accounting Standard 34, Interim financial reporting.

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

21 August 2017
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
apftEa Kk EfttRe lamRk
For the six months ended 30 June 2017 — unaudited (Expressed in Renminbi)

HZE2017F6 8308 LA B — REEFT (AA R TR)

Six months ended 30 June

#E6H30H1L<EA
2017 2016
Note RMB’000 RMB’000
Htat ARETFIT ARETFIT
Revenue A 3 658,795 655,923
Cost of sales SHE AR (373,095) (314,048)
Gross profit =7 285,700 341,876
Other revenue Hbg A 17,193 27,059
Other net (loss)/income HAan iz #58 (1,061) 477
Selling and distribution expenses SHE SRAS R A (55,553) (99,002)
Administrative and other operating TR R EAn e
expenses sz (43,947) (59,816)
Profit from operations #wENR 202,332 210,593
Finance costs BT RRZR 4(a) (5,958) (1,472)
Profit before taxation BRIRATFIE 4 196,374 209,121
Income tax FriS#i 5 (35,603) (40,824)
Profit for the period attributable to XN F)IE S RE(S IR
equity shareholders of the Company  #lif] 160,771 168,297
Other comprehensive income for the HEfiFS
period [l &=
ltem that may be reclassified subsequently FIRE A E R EFH D IEE
to profit or loss: BmoER :
Exchange differences on translation of a8 B A 3 A
financial statements of operations EIERP SRR
outside the mainland China EHER 7,474 (2,599)
Total comprehensive income for P 3/NCIE L
the period attributable to equity (G HAR
shareholders of the Company HekaEE 168,245 165,698
Earnings per share (RMB) BEREF(AR%®T) 6
Basic BN 0.10 0.10
Diluted e 0.10 0.10

The notes on pages 46 to 68 form part of this interim financial report.
Details of dividends payable to equity shareholders of the Company are

set out in note 14.
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Consolidated Statement of Financial Position

BRI R

At 30 June 2017 — unaudited (Expressed in Renminbi)

A2017F6A30H — &

WL

RETAARKEIIR)

30 June 31 December
6A30H 12A31H
2017 2016
Note RMB’000 RMB’'000
HiaE AREFTT AR¥TT
Non-current assets ERDEE
Property, plant and equipment I EN Y 7 93,936 85,299
Lease prepayments SEANEikn 8 17,114 17,319
Intangible assets EmEEE 984 513
Deferred tax assets FEFRIAE E 604 3,021
Total non-current assets EREEEMRE 112,638 106,152
Current assets mEEE
Inventories =& 213,135 220,255
Trade and other receivables B 5 K& HAtn e Mk 9 571,156 421,547
Pledged deposits EERFH 10 314,820 255,959
Fixed deposits held at banks with maturity Z|Hi B8 =1& 5 #
over three months R1TTE BRTF R 11 1,388,190 1,364,266
Cash and cash equivalents e MReEFEEY 1 210,585 88,796
Total current assets mEEERE 2,697,886 2,350,823
Current liabilities mERE
Trade and other payables B 5 R EMPERFK 12 371,461 236,028
Bank loans RITEN 13 384,634 320,632
Current taxation BNEAF IR 54,884 33,346
Total current liabilities mE A EEE 810,979 590,006

The notes on pages 46 to 68 form part of this interim financial report.

SEA6E E68E MM FERB A AT BB B EH

—#5 -
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Consolidated Statement of Financial Position
B O AR R 3R

At 30 June 2017 — unaudited (Expressed in Renminbi)

201766 A30H — REEFT(AARETR)

30 June 31 December

6A30H 12A31H

2017 2016

Note RMB’000 RMB’'000

HiaE AR¥TIT AR¥TT

Net current assets mENEERE 1,886,907 1,760,817

Total assets less current liabilities HEERRHAR 1,999,545 1,866,969
Non-current liabilities ERBAR

Deferred tax liabilities BIEFIESE 8,966 10,782

Total non-current liabilities ERERFHEE 8,966 10,782

Net assets BERE 1,990,579 1,856,187
Capital and reserves BEXR

Share capital fgAs 13,567 13,567

Reserves G 1,977,012 1,842,620

Total equity W 4AE 1,990,579 1,856,187

Approved and authorised for issue by the board of directors on 21 August REZ2M2017F8 A21 A R IFET)E -

2017.
Shi Hongliu Shi Hongyan
b s E
Director Director
3 EE
The notes on pages 46 to 68 form part of this interim financial report. FA46ZE F68E MM B A BB F5 3R 5 1Y
—Fh5 o
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Consolidated Statement of Changes in Equity
B EREEIR

For the six months ended 30 June 2017 — unaudited (Expressed in Renminbi)

B ZE2017F6A30H LR AR — REET (AAREFITR)
Capital Share-based
Share Share redemption Capital ~ Statutory ~ Exchange Other compensation  Retained
capital  premium  reserve  reserve  reserve  reserve  reserve reserve  eamings Total
Note14(b)
AR MG ARE
RE  REGEE EBEERE AfEE  iehE  EXEE  EhEe  OREEE  REME a3t
Ktz 14(b)
Note ~ RMB000  RMB'000  RMB'000  RMB000  RMB000  RMB'000  RMB 000 RMB000  RMB'000  RMB 000
Wi# AREFT AREFT AREFT ARETT AREFT ARETT ARETT AREFT ARETT AREFL
Balance at 1 January 2016 #20161R1 AR 13494 21627 29 60 69,572 (8,763 91,132 5509 1518102 1,710,762
Changes in equity for the six months 2201656 A30R L~ EAK
ended 30 June 2016 Bz2E
Profit for the period el - - - - - - - - 168297 168,297
Other comprehensive income Etrira ks - - - - - (2,599) - - - (2,599)
Total comprehensive income GelaEE - - - - - (2,599) - - 168297 165,698
Equity-settled share-based payments DR GEEHRA T 14(0) - - - - - - - 56 - 56
Share issued on exercise of share options {7 HRIER 2 BZ/TRkA 14(b) 1 275 - - = - - 89) = 187
Dividends approved in respect of the ~ BEBAFERE
previous year 14{a)lii) - (21,627) - - - - - - (37.331) (58,958
Balance at 30 June 2016 R2016%6A 30 Ry ER 13,495 275 29 60 69572 (11362 91132 5476 1,649,068 1817,745
Balance at 1 July 2016 R®201657R1AMEER 13,495 275 29 60 69,572 (11,362) 91,132 5476 1,649,068 1,817,745
Changes in equity for the six months ~ &ZE2016%12A310 1L
ended 31 December 2016 NERMEEEE
Profit for the period R - - - - - - - - 100540 100,540
Other comprehensive income Ak = - - = - (11,720) = = - (11,720)
Total comprehensive income GAlGRE - - - - - (11,720) - - 100540 88,820
Equity-settled share-based payments DB GEEHRAZ 14(b) - - - - - - - (856) - (856)
Share issued on exercise of share options {7{£ERIER 22 £ TRH 14(0) 72 13489 = - - - - (4,441) - 9,120
Dividends approved in respect of the BB RS
previous period 14(a)fii - = = = = = = - (68642)  (58,642)
Balance at 31 December 2016 12016512831 AR 13,567 13,764 29 60 69,672 (23,082) 91,132 179 1,690,966 1,856,187

The notes on pages 46 to 68 form part of this interim financial report.

FA6 T H68H NN A AT HHTEHE
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Consolidated Statement of Changes in Equity

/\1\ *—u— N2 i"‘:_f%EjJ
f— PR =17
For the six months ended 30 June 2017 — unaudited (Expressed in Renminbi)
B E2017F6A30H LR ER — REET (AARKEFIR)
Capital Share-based
Share Share redemption  Capital ~Statutory Exchange Other compensation Retained
capital premium  reserve  reserve  reserve  reserve  reserve reserve  earnings Total
Note14(b)
-t NkihaEE
B+ RINEE ROHE RERE  ZEEE ERRE  EBEE ORERE  RENR #H
W& 14(b)
Note  RMB000  RMB'000  RMB000  RMB'000  RMB000  RMB'000  RMB'000 RMB000  RMB'000  RMB'000
Wit ABBFT ARRTT ABBTT ARBTT ABBTT ARBTT ARBTT ABRTT ARRTT ARBTT
Balance at 1 January 2017 ®201751R1AER 13,567 13,764 29 60 69572 (23,082) 91,132 179 1,690,966 1,856,187
Changes in equity for the six months ~ #Z201746A30A L
ended 30 June 2017 AEAMEREE
Profit for the period A - - - - = = = - 160771 160,771
Other comprehensive income Elirala - - - - - 1474 - - - 7474
Total comprehensive income GRNELEE - - - = = 1,474 = - 160771 168,245
Equity-settled share-based payments  HEREEHRH XA 14(b) - - - - - - - 115 = 115
Dividends approved in respect of the ~ BEBAFERE
previous year 14(a) il - (13,764) - - - - - - (20,204)  (33,968)
Balance at 30 June 2017 RO01756A30B 13,567 - 2 60 69572 (15608) 91132 294 14831533 1990579
The notes on pages 46 to 68 form part of this interim financial report. F46ZEF 688 MM THEA AR M R E 8
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Condensed Consolidated Cash Flow Statement

BHEHRERER

For the six months ended 30 June 2017 — unaudited (Expressed in Renminbi)

HZE2017F6 308 LA A — REEFT (AN R TR)

Six months ended 30 June

B E6HA30H1EER
2017 2016
RMB’000 RMB’000
ARETFIT AREFT
Operating activities &R
Cash generated from operations LRSS 136,676 3,745
Income tax paid B ETIS (13,464) (15,446)
Net cash generated from/(used in) BETHRE
operating activities (FrRA) R PR 123,212 (11,701)
Investing activities B’EEE
Increase in pledged deposits BT 0 (58,861) (83,830)
Placement of time deposits with FEARZBEBB=EA 2
original maturity over three months TEHIFR (429,924) (632,500)
Maturity of time deposits with original REFARBB=EA
maturity over three months TE AR AR HARR 406,000 715,000
Other cash inflows arising from REEREE L
investing activities HEMIREmA 17,538 24,926
Net cash (used in)/generated from REFE(FRA)
investing activities BB &BH (65,247) 23,5696
Financing activities AU EE
Proceeds from bank loans RITERFERIA 130,950 164,097
Repayments of bank loans IRITEFER (61,500) (99,396)
Dividends paid to equity shareholders of the ERARA RIERRERER
Company Az 8 - (60,538)
Other cash outflows arising from financing MEEDEE EMRE
activities piples! (5,626) (1,107)
Net cash generated from financing activities B FHMEREFHA 63,824 3,056
Net increase in cash and cash equivalents Re R ERMBNBHE 121,789 14,951
Cash and cash equivalents at 1 January MA1EMHRER
BeEEY 88,796 21,000
Cash and cash equivalents at 30 June H6A30HMAER
HReEEY 210,585 35,951

SEA6E E68H MM FER A AT BB B M EH

—#5 -

The notes on pages 46 to 68 form part of this interim financial report.
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Notes to the Unaudited Interim Financial Report

N

EETTH RS MR

(Expressed in Renminbi unless otherwise indicated)

(BR=BEBIN - GUAAREIIR)

BASIS OF PREPARATION

This interim financial report has been prepared in accordance with
the applicable disclosure provisions of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”), including compliance with International
Accounting Standard (“IAS") 34, Interim Financial Reporting, issued
by the International Accounting Standard Board (“IASB”). It was
authorised for issue on 21 August 2017.

The interim financial report has been prepared in accordance with
the same accounting policies adopted in the 2016 annual financial
statements, except for the accounting policy changes that are
expected to be reflected in the 2017 annual financial statements.
Details of any changes in accounting policies are set out in note 2.

The preparation of an interim financial report in conformity with
IAS 34 requires management to make judgements, estimates and
assumptions that affect the application of policies and reported
amounts of assets and liabilities, income and expenses on a year to
date basis. Actual results may differ from these estimates.

This interim financial report contains condensed consolidated
financial statements and selected explanatory notes. The
notes include an explanation of events and transactions that
are significant to an understanding of the changes in financial
position and performance of the Group since the 2016 annual
financial statements. The condensed consolidated interim financial
statements and notes thereon do not include all of the information
required for full set of financial statements prepared in accordance
with International Financial Reporting Standards (“IFRSs").

The interim financial report is unaudited, but has been reviewed by
the audit committee of the Company. It has also been reviewed
by KPMG in accordance with Hong Kong Standard on Review
Engagements 2410, Review of Interim Financial Information
performed by the independent auditor of the entity, issued by the
Hong Kong Institute of Certified Public Accountants (“HKICPA").
KPMG's independent review report to the Board of Directors is
included on page 38 to 39.

The financial information relating to the financial year ended 31
December 2016 that is included in the interim financial report
as comparative information does not constitute the Company’s
statutory annual consolidated financial statements for that financial
year but is derived from those financial statements. Statutory
financial statements for the year ended 31 December 2016 are
available from the Company'’s principal place of business in Hong
Kong. The auditor has expressed an unqualified opinion on those
financial statements in their report dated 21 March 2017.
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Notes to the Unaudited Interim Financial Report

RAEFTTH B RE MR

(Expressed in Renminbi unless otherwise indicated)

CHANGES IN ACCOUNTING POLICIES

The IASB has issued the following amendments to IFRSs that are
first effective for the current accounting period of the Group.

o Annual Improvements to IFRSs 2014-2016 Cycle

o Amendments to IAS 7, Disclosure initiative

o Amendments to IAS 12, Income taxes — Recognition of
deferred tax assets for unrealised losses

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

REVENUE AND SEGMENT REPORTING

The principal activities of the Group are design, manufacture and
wholesale of swimwear and fitness wear by 30 June 2017.

Revenue represents the sales value of goods sold less returns,
discounts and value added tax.

Segment information is presented in respect of the Group's
business segments. The primary format, business segments, is
based on the Group’'s management and internal reporting structure.

In 2017, the Group's management combined the design,
manufacture and wholesales of fitness wear and sports under
wear into one segment and streamlined its business into separate
segments as follows:

- Design, manufacture and wholesale of swimwear under the
brand name of “Hosa” (“Swimwear — Hosa");

- Design, manufacture and wholesale of swimwear under the
brand name of “Water Cube” (“Swimwear — Water Cube”);
and

- Design, manufacture and wholesale of fitness wear under
the brand name of “Hosa"” (“Fitness wear — Hosa").
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Notes to the Unaudited Interim Financial Report

AREFTTH MR E M

(Expressed in Renminbi unless otherwise indicated)

(BrA=EHEBIN - HAARBIIR)

3 REVENUE AND SEGMENT REPORTING
(CONTINUED)

Information regarding the Group's reportable segments as
provided to the Group’s most senior executive management for
the purposes of resource allocation and assessment of segment
performance for the period is set out below:

Swimwear - Swimwear -
Hosa Water Cube

Fitness
wear -
Hosa

KEE - KEB- REEHN-

By Ki%
RMB'000  RMB'000

P
RMB'000

ARETT ARETT ARETT

WA B 5 ERER & (4R)

A 7R 62 [ % = AR T T IR B 2 FE FR A PATA B
ADBCE R MFHE D BRIB A AL
EZARIRO RN EREINMT -

Subtotal of
reportable
segments Others Total
ULk
SE it Hth et

RMB'000  RMB'000  RMB'000
AEETT ARETT AREFT

Six months ended &ZE20176HA30H
30 June 2017 LtXREAR

Revenue WA 285,050 87,463 229,515 602,028 56,767 658,795
Cost of sales SHERA (153,672) (51,588) (115,427) (320,687) (52,408) (373,095)
Gross profit E7 131,378 35,875 114,088 281,341 4,359 285,700
Six months ended & X20165F6H30H
30 June 2016 1IER{ER

Revenue KA 268,571 100,800 286,552 655,923 - 655,923
Cost of sales SHERA (123,559) (59,755) (130,734) (314,048 - (314,048)
Gross profit E7 145,012 41,045 155,818 341,875 = 341,875

Others mainly represent revenue from sales of fabrics and sales of
health products.

The Group’s revenue by geographical location is determined by the
destination where the goods are delivered.

B RmR R FEERMHERA -

RE B IR B &) 0 H) & R TIIAE
m A B BHEE -

Six months ended 30 June

#E6A30HIL<ERA
2017 2016
RMB’000 RMB'000
ARTFIT AEBFT
Domestic A 566,310 607,964
Overseas I 92,485 47,959
658,795 655,923
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Notes to the Unaudited Interim Financial Report

RAEET I B R E M RE

(Expressed in Renminbi unless otherwise indicated)

REVENUE AND SEGMENT REPORTING
(CONTINUED)

The Group has five customers (six months ended 30 June 2016:
three customers) with whom transactions have exceeded 10%
of the Group's revenue for the period ended 30 June 2017. The
amount of sales to five customers amounted to approximately
RMB388,296,000 for six months ended 30 June 2017 (six months
ended 30 June 2016: RMB298,532,000).

PROFIT BEFORE TAXATION

Profit before taxation is arrived at after charging/(crediting):

3

(BrAEHEBIN - GAAREIIR)

WA B 5 ERERE (4R)

HZE2017F6 A308 ILHAR - A"&EH R
AEEF(HZ2016F6 A30H [E/<1A
A =Z2BP IR ZHBBAEEK
ABI10% ° HZE20175F6 A308 175
A REGEERPNHEEENAARE
388,296,000 (& E201646 4308 It
NEA - AR#298,5632,0007T) °

FRIRATFIE

BRBLATADE TR (GE A A T 518
‘&S

Six months ended 30 June

#ZF6A30HIL~ERA
2017 2016
RMB’000 RMB’000
ARETTT AR®FT
(a) Finance costs: P I %N
Interest on borrowings fERTIE 5,958 1,472
(b) Staff costs: BIRA :
Contributions to defined contribution 5 E it R ARG EI 5%
retirement plans 1,023 1,013
Equity-settled share-based payment DAtz &EE AR D MR
expenses 115 56
Salaries, wages and other benefits e TERHAMET 42,283 48,828
43,421 49,897
(c) Other items: HAwIER :
Amortisation of intangible assets and # &L EEKEMNES
lease prepayments 381 443
Depreciation e 3,972 4,715
Operating lease charges in respect of BAREAYENKLSHES H
properties 3,283 8,282
Interest income FEMA (16,756) (21,238)
Research and development costs TR AR (FIREG))
(note (i) 22,246 38,940
Cost of inventories (note (i) &R A (B EE (i) 373,095 314,048

HOSA International Limited & EIBRERAT 49
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Notes to the Unaudited Interim Financial Report

(Expressed in Renminbi unless otherwise indicated)

Notes:

(i)

At AR RS ¥R B R

(BR=BEBIN - GUAAREIIR)
4 PROFIT BEFORE TAXATION (CONTINUED)

Research and development costs for the period ended 30 June
2017 include staff costs of employees in the design, research and
development department of RMB4,576,000 (six months ended 30
June 2016: RMB6,614,000), which are also included in the staff costs
as disclosed in note 4(b).

Cost of inventories for the period ended 30 June 2017 includes
RMB23,832,000 (six months ended 30 June 2016: RMB29,004,000)
relating to staff costs, depreciation and amortisation expenses,
which amount is included in the respective total amounts disclosed
separately above in notes 4(b) and (c) for each of these types of
expenses.

INCOME TAX IN THE CONSOLIDATED
STATEMENT OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME

FRIRRUFIE (38)

fiaE

(i)

(ii)

HZE201796 A300 LE B A B B A A
BIERFRAEBEENEINAAR
#4,576,0007T (H=2016F6 A30H 1E
NEA : AR®6,614,0007T) © IREET
ARHEE4(b) B R B TACA ©

#HZE201796 A30A L HFEMFEK A
B ARK23,832,0007T (Bt =20164F
6A30H L/NEA : AR%29,004,000
) HEETIRA - ERBHEAX
B MERSRENFTARSZERLZ
FERIFE BT sE4(b) K (c) BIMNE BB A&
mEEp o

EHERERRMESREERP
IR iR

Six months ended 30 June

B E6A30HIL~ER
2017 2016
RMB’000 RMB'000
AR¥FT ABRBT T
Current tax — PRC income tax BPHARIE—hEFR SR
Provision for the period HARE R 27,802 31,945
PRC dividend withholding tax (note (iv)) A BIR% BFEFF (i zE(iv) 7,200 8,300
Deferred tax BIEIRIA
Reversal of temporary differences B 2,417 578
Reversal of dividends withholding tax f& B FENR B (1,816) =
35,603 40,824

(i)

Pursuant to the rules and regulations of the Cayman Islands
and the BVI, the Group is not subject to any income tax in the
Cayman Islands and the BVI.

No provision was made for Hong Kong Profits Tax as the
Group did not earn any assessable profit subject to Hong
Kong Profits Tax for the six months ended 30 June 2017 and
2016.
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Notes to the Unaudited Interim Financial Report

RAEET I B R E M RE

(Expressed in Renminbi unless otherwise indicated)

INCOME TAX IN THE CONSOLIDATED
STATEMENT OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME (CONTINUED)

(ii)

(iii)

According to the PRC Corporate Income Tax (“CIT") Law that
took effect on 1 January 2008, the statutory income tax rate
of the Group’s subsidiaries in mainland China Haosha Industry
(Fujian) Co., Ltd. (“Haosha Industry”) and Haosha Industry
(Datian) Co., Ltd. (“Haosha Industry (Datian)”) is 25%.

In accordance with the CIT Law, its implementation rules
and the relevant regulations, Haosha Industry was granted
the High and New Technology Enterprise Status (“HNTE")
in 2013 for a valid period of 3 years from 2013 to 2015 which
entitles Haosha Industry to a reduced income tax rate at 15%
during the valid period under the CIT Law and its relevant
regulations, Haosha Industry successfully renewed the HNTE
qualification on 1 December 2016 and continues to enjoy a
preferential income tax rate of 15% for another three years
from 2016 to 2018.

According to the PRC CIT Law and its implementation rules,
dividends receivable by non-PRC corporate residents from
PRC enterprises which are earned since 1 January 2008 are
subject to withholding tax at a rate of 10%, unless reduced
by tax treaties or arrangements. Under the Sino-Hong Kong
Double Tax Arrangement, a qualified Hong Kong tax resident
will be liable for withholding tax at the rate of 5% for dividend
income derived from the PRC if the Hong Kong tax resident is
the “beneficial owner” and holds 25% or more of the equity
interests of the PRC Company.

As at the date of the interim financial report, the Group had
not yet obtained the certificates of Hong Kong tax residents
from the Inland Revenue Department of Hong Kong.
Therefore, the Group is applicable to the withholding tax rate
of 10%.

The Directors of the Group have determined that in
determining the amounts of dividends to be distributed
from PRC subsidiaries to the Hong Kong incorporated
subsidiary in future, the amounts of dividends declared or to
be declared by the Company would be considered. As at 30
June 2017, the Directors of the Group determined that the
estimated dividends to be distributed will not be greater than
RMB89,660,000 (31 December 2016: RMB107,820,000) in
the foreseeable future.

(BrAEHEBIN - GAAREIIR)

5 AffRZRAMfESRRKRS
BIFR ISR (#8)

(i)  ABEER2008F1 A1 8 EMHHEH
EMBR(EEMER)E
NEBMAPEANMMBATEDE
¥(EE)VARAR(DEDEE])
MEDPBEE(KB)BR AT ([
PEZECKR) DREEMSEH X
B25% o

RIBEDCEMERE - HERAAR
NIAEER - EDEER2013
FERTSNMEMEEER B
2013F 2201654 * HRHI=F -
BESEMEREREEBE
B AP EERBSIHAKFE
R RERME15% « SEDBEER
2016F 12 B1 BRI B #F =5 e
g ER - #£20165F 22018
FFHREEZF15%NER
B o

(i) WEPECEMSHREIREER
&5 - FEFBEMEEFERB2008
1 A1 B A BRER R FE U B
¥R EAMMI0% TR
BRIEER SIS HER & A B
BIoN o BRI SR R ESHR L
B W R EREERBEER
ABREARNIEREEALl I
HHE25% kA ERRHE - ZBBB
REERBPREENRE KA
BIIZB 25 % T RGBS ©

RIS HRE B AEE &
ARBEEHBERELOETEMR
BERESR - At - AREFIZ
10% M FEHIBL RGN TAHITL ©

AEBEZCLERTE  BEARK
WP EWEB AR RE B MK
MB AR B &5 g
ERARTEEIRIAE KA
B4% - 2017F6H30H @ K&
EEEME T EAERARERS
IRENBHRRETSBBARE
89,660,0007T(2016%12 531 H:
AR#107,820,0007T) °
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AREFTTH MR E M

(Expressed in Renminbi unless otherwise indicated)

(BR=BEBIN - GUAAREIIR)

5 INCOME TAX IN THE CONSOLIDATED
STATEMENT OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME (CONTINUED)

(iv)  PRC dividend withholding tax represents tax charged by the
PRC tax authority on dividends distributed by the Group's
PRC subsidiaries during the period.

6 EARNINGS PER SHARE

(a) Basic earnings per share

The calculation of basic earnings per share is based on
the profit attributable to ordinary equity shareholders of
the Company of RMB160,771,000 (six months ended 30
June 2016: RMB168,297,000) and the weighted average of
1,667,276,000 ordinary shares (six months ended 30 June
2016: 1,657,433,000 ordinary shares) in issue during the
interim period.

(b) Diluted earnings per share

The calculation of diluted earnings per share is based on
the profit attributable to ordinary equity shareholders of the
Company of RMB160,771,000 (six months ended 30 June
2016: RMB168,297,000) and the weighted average number
of ordinary shares of 1,667,359,000 (six months ended 30
June 2016: 1,663,141,000 shares), are as follows:

EHREREfESRRRSR
BRI IR (#8)

(iv)  FEIRSIEMBIET BRI EE
AL E T BB A RN E A A
BEIRE A B MU ER IR

=RAERN

(a) WEEFRF

BERERZFIIBRERRQ T
TEESBREREGRIBAR
160,771,000 (HE2016
F6A30HLILEREAR : AR
168,297,0007C )& KA A HA &
f B #1773 MEFH &
1,667,276,000/% (i =2016%F6
A30H 1IE75E A : 1,657,433,000
MFTE -

(b) HwEHERT

EREBERF THBREALARQR
TEESBRREGRIBEBAR
#160,771,0007C (H E2016
F6A30HLILEREAR : AR
168,297,0007T )& 3@ A% hn
#EE1E01,667,359,0000% (B
Z2016%F6 A30H IE/~@A :
1,663,141,0000%) st &0 :

Weighted average number of ordinary shares (diluted) wEBEINEF IS (HE)
Six months ended 30 June
#FE6A30HILEA
2017 2016
‘000 ‘000
TR FHE
Weighted average number of ordinary & @A% AN F 1525
shares 1,667,276 1,657,433
Effect of deemed issue of shares RN B B AT 2]
under the Company's share option RIEEEZITRM A
scheme for nil consideration - 83 5,708
Weighted average number of ordinary & BA% ANHEF 15 £k
shares (diluted) (#58) 1,667,359 1,663,141
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Notes to the Unaudited Interim Financial Report

RAEET I B R E M RE

(Expressed in Renminbi unless otherwise indicated)

(BrAEHEBIN - GAAREIIR)

PROPERTY, PLANT AND EQUIPMENT 7 VE - BERERW
2017 2016
RMB’000 RMB’000
ARETFTT ARMFT
Net book value, as at 1 January 1 A1 BREREFE 85,299 79,939
Additions NE 12,802 14,388
Disposals (net carrying amount) & CFRAE) (193) =
Depreciation charge for the period/year  Hifdl,/FEINES H (3,972) (9,028)
Net book value, as at 30 June/ M6 H30H, 128318
31 December R HE 93,936 85,299
LEASE PREPAYMENTS 8 FWfiHE&
As at 30 June 2017, the Group's interests in leasehold land are 20176 A30R » REEEH EH
held on a medium-term lease of 50 years in the PRC. As at 30 ErumESNTHEERF - A4
June 2017, the Group was in the process of obtaining the land 504 ° ;2201746 A30H * A% E
use right certificate in respect of a parcel of leasehold land in the EEIEEJﬁ—VPﬁTEE’Q“:P E’\ﬁﬁ%iﬁﬂi%
PRC with net book value of RMB6,583,300 (31 December 2016: T FERERS  EREFEAARK
RMB6,669,000). 6,583,3007C(2016%F12H31H : AR
#6,669,0007T) °
TRADE AND OTHER RECEIVABLES 9 HEHRHMEWKR
30 June 31 December
6H30H 12H31H
2017 2016
RMB’000 RMB'000
ARETFTT ARMFT
Trade receivables B S EBGR 504,160 354,594
Less: allowance for doubtful debts W REREEE - -
Trade receivables, net of allowance for B S REWGR « R REREE
doubtful debts 504,160 354,594
Deposits and prepayments E& RIERR 36,826 40,430
Other receivables H A FE UK 30,170 26,523
571,156 421,547

All of the trade and other receivables are expected to be recovered
or recognised as expense within one year.

PG B 5 B B A WOR TR HRE — S IR
EIkHERSER -
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At AR RS ¥R B R

(Expressed in Renminbi unless otherwise indicated)

(BR=BEBIN - GUAAREIIR)

TRADE AND OTHER RECEIVABLES
(CONTINUED)

The Group accepts bank and commercial acceptance bills for
settlement of trade receivables. As at 30 June 2017, outstanding
bank and commercial acceptance bills in the amount of
RMB237,549,000 (31 December 2016: RMB401,490,000) have
been discounted to the banks. As these bills have been discounted
without recourse, the Group has derecognised these outstanding
bills as receivables as at 30 June 2017.

As of the end of reporting period, the ageing analysis of trade
receivables (which are included in trade and other receivables),
based on the invoice date and net of allowance for doubtful debts, is
as follows:

B 5B H Rk (1)

AEBEWURTREER L ZER
TRESEWRE - R2017%F6 830
B Ea6BMREEZETRITHRDY
JEWBTRAEALZBEAARE
237,549,0007T (2016512 318 : A
R ¥5401,490,0007T) ° AR ZIBAH =
BRI AR RER - Bt - &
£ ER201746 A30H & IERZIE KR
BIHR K IR E AR IR -

RERR - RIBFBERAPIMERRE
BRENE S RUEKGIAR S REME
W) B ERER DT -

30 June 31 December

6H30H 12H31H

2017 2016

RMB’000 RMB'000

AR¥TFiT ARMFr

Within 1 month MEAA R 201,521 91,746
More than 1 month but within 3 months  11& A A F{E3EA A 243,474 168,628
More than 3 months but within 6 months  31& A A F{E6{E A A 43,810 78,779
More than 6 months but within 1 year 61E H LA EBE1FR 14,078 13,037
More than 1 year (3= 1,277 2,404
504,160 354,594

2017 INTERIM REPORT ik



Notes to the Unaudited Interim Financial Report

REBFSTPH I RS M5
(Expressed in Renminbi unless otherwise indicated)

(BrAEHEBIN - GAAREIIR)

10 PLEDGED DEPOSITS 10 EEHER
30 June 31 December
6A30H 12H31H
2017 2016
RMB’000 RMB'000
AR¥TFIT ARBTFT
Amount pledged as security for ERRITEFER 2 216,220 207,800
bank loans (note 13) SIE(HIEE13)
Amount pledged as security for bills ERENERER 2 KB 98,600 48,159
payable (note 12) (Mi3E12)
314,820 255,959
The pledged deposits are expected to be released upon the BERFREARNEERBRITER KR
settlement of the relevant bank loans and bills payable within 12 BT EER 1218 B AR -
months.

11 CASH AND CASH EQUIVALENTS AND FIXED 11 ReRBeEEMRBITEN

DEPOSITS HELD AT BANKS =
30 June 31 December
6A30H 12H31H
2017 2016
RMB’000 RMB'000
ARETFIT ARTFT
Fixed deposits held at banks with FEAR BB =(E A/ 1,388,190 1,364,266
maturity over three months RITE R
Cash and cash equivalents in the REFIRBERAR R 210,585 88,796
consolidated statement of financial HRREHRSRERN
position and the condensed ReRREEFEY
consolidated cash flow statement
1,598,775 1,453,062
Cash and cash equivalents represent cash at bank and in hand as at RE RREEEBMRER TS RAE
the end of the reporting period. TERRFERS -

OSA International Limited i#&i¢EBHRAT  bb
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AREFTTH MR E M

(Expressed in Renminbi unless otherwise indicated)

(BR=BEBIN - GUAAREIIR)

12 TRADE AND OTHER PAYABLES 12 EHREMEMNRR
30 June 31 December
6A30H 12H31H
2017 2016
RMB’000 RMB'000
AR®FIT ARKFr
Trade payables B HIENK 51,748 20,052
Bills payable EREE 178,659 124,098
Receipts in advance TEUK 705 1,455
Amounts due to the immediate ENBEZEZERS 52,075 53,671
controlling party
Dividends payable FERRR B 33,294 12
Other payables and accruals HitvE IR R IERTE A 54,980 36,740
371,461 236,028
Bills payable as at 30 June 2017 and 31 December 2016 were MK2017F6 A30H &20165F12 431 HHY
secured by pledged bank deposits (see note 10). FERERAEERBTERERR(R
FizE10) ©
All of the trade and other payables are expected to be settled or B8 5 kAEMBENRIBEHR —F AL
recognised as income within one year or are repayable on demand. N ERBWASIRER(ERE -
As of the end of the reporting period, the ageing analysis of trade RWERR - RIBEZFZAHNEZE S EN
and bills payables (which are included in trade and other payables), AREFEEGIAB S REMERK)
based on the invoice date, is as follows: RIERER DATLAT -
30 June 31 December
6H30H 12A31H
2017 2016
RMB’000 RMB'000
ARSTFiT ARETFT
Within 1 month HEAR 68,997 51,296
More than 1 month but within 3 months  11E H LA H1B31E A A 75,232 15,750
More than 3 months but within 6 months  31E A )X ={B61E 8 A 79,801 70,697
More than 6 months 61E A A L 6,377 6,407
230,407 144,150
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T AR M EE

(Expressed in Renminbi unless otherwise indicated)

(BrBBHIBAN  HUAREIR)
13 BANK LOANS 13 HBMITER
As at 30 June 2017, the bank loans were repayable within 12 M201756A308 - fﬁﬁﬁ?ﬁéﬁﬁ/\mfl
months. The bank loans were secured or guaranteed as follows: AAEE - RITERERIRE
LUNNE
30 June 31 December
6H30H 12H31H
2017 2016
RMB’000 RMB’000
AREFIT ARKETFT
Secured by pledged bank deposits =2 Eg?ﬁi?ﬂ_ REIR 201,184 206,632
Guaranteed by a key management BHEEZEEBABRE 14,000 14,000
personnel
Unsecured RBER 169,450 100,000
384,634 320,632

14

(a) Dividends

CAPITAL, RESERVES AND DIVIDENDS

(i) Dividends payable to equity shareholders
attributable to the interim period

14 BF  #iGREKER
(a) BA

(i) EfERRREMPRGIR
¥

Six months ended 30 June

#HE6HA30H1LER
2017 2016
RMB’000 RMB’000
AR®FiT AREFT
Interim dividend declared and FAR #3182 &k KRS HY
paid after the interim period A B 8 &A%3.978(
of HK3.9 cents per share (20164F : FAR4.27500)
(2016: HK 4.2 cents per
share) 56,270 59,654

The interim dividend has not been recognised as a
liability at the end of the reporting period.

REEHR - PHBE
ERARAE -

IR
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AREFTTH MR E M

(Expressed in Renminbi unless otherwise indicated)

(BR=BEBIN - GUAAREIIR)

14 CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

(a) Dividends (Continued)
(ii) Dividends payable to equity shareholders

attributable to the previous financial year, approved
during the interim period

14 BF - HEREKEE(E)

(a) B&RB ()
(i)  REBRIAHE LRI E 182K
RERBEHBFEENR

B

Six months ended 30 June

#Z6A30HIL~ER
2017 2016
RMB'000 RMB’'000
AREFIT AREFT
Final dividend in respect of the T — R EAERRE
previous financial year, approved BREBEYRFEEN
during the following interim period ~ ZREARL B 2. 375
of HK2.3 cents per share (2015: (20154 : &h%2.2
HK2.2 cents per share) L) 33,968 30,883
Special dividend in respect of the ~ FA T~ —r EFEARE A it e
previous financial year, approved BRABEVREE
during the following interim period KI5l B3I
of HK Nil cents per share (2015: (20154 : Hf%2.0
HK2.0 cents per share) L) - 28,075
33,968 58,958

(b) Equity settled share-based transactions

The Company has two share option schemes, namely, a Pre-
IPO Employee Share Option Scheme (the “Pre-IPO Share
Option Scheme”) and a Share Option Scheme (the “Share
Option Scheme"), which were adopted on 23 November
2011.
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RAEFTTH B RE MR

(Expressed in Renminbi unless otherwise indicated)

14 CAPITAL, RESERVES AND DIVIDENDS
(CONTINUED)

(b)

Equity settled share-based transactions (Continued)

On 1 April 2016, 1,500,000 share options were granted for
a consideration of HK$1 to Mr. Lui Wai Ming, an executive
director and chief financial officer of the Company under the
Share Option Scheme. Each option gives the holder the right
to subscribe for one ordinary share of the Company. 30% of
these share options will vest on second anniversary of the
date of grant, 30% of these share options will vest on third
anniversary of the date of grant, and 40% of these share
options will vest on fourth anniversary of the date of grant,
with an exercise period of 5 years from the date of grant. The
exercise price is HK$2.37 per share, which represents the
highest of: (1) the nominal value of a share; (2) the closing
price of HK$2.22 per share as stated in the daily quotation
sheets issued by the Stock Exchange on the date of grant;
and (3) the average closing price of HK$2.37 per share as
stated in the daily quotation sheets issued by the Stock
Exchange for the five business days immediately preceding
the date of grant.

(B EHEAI -

BAARESIR)

14 BF - HEREKRR(E)

(b)

LiESRRLRGHSEENIS
(#®)

20164818 @ BIBBRAET
2] > 1,500,00017 BE R AE LA B 5
ITTREBRF AR AMITESRR
HEMKEEREHBILE - BHEBE
AR T REBARBARG
TBRAET - ZEERERH
30% B ER H B BRHERT 58 — (EA
SRIE - HAR30% SR B
B EZERAFRB  40% &
B BHEENEBFRE
TEHARR L B BT A5
F o ITEERABR2.378 T
HATE®SE  (1)ROEE
QERFRREBHAEHER
RERITROWTEF2.22/8
7T QB rEERE BT
&4 2 A T3 H & B REXRATR
KU EER2.378 7T -
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REFTP B RE T
(Expressed in Renminbi unless otherwise indicated)

(BR=BEBIN - GUAAREIIR)

14 CAPITAL, RESERVES AND DIVIDENDS 14 BE - EiRkER ()

(CONTINUED)
(b) Equity settled share-based transactions (Continued) (b) LIESERLUEMBEENZS
(#8)
Details of the number and weighted average exercise price of HAR AR IR L PR IB B AR M T 813
share options granted under these two share option schemes RIREAR BERI BB RN 1T
during the period are as follows: BEFEMT
Pre-IPO Share Option Scheme Share Option Scheme
BEROMGErMREEE FRRR HERH B
Exercise price  No. of options  Exercise price  No. of options
fHEE M ERE fHEE HAREsE
Outstanding at 1 January 2016 7201651 A1BHE
17fe HK$1.28 11,415,000 - =
Exercised during the period BRI HK$1.28 (174,000) - -
Granted during the period BRI - - HK$2.37 1,500,000
Outstanding at 30 June 2016 and 201664300 &

1 July 2016 20167 A1H HK$1.28 11,241,000 HK$2.37 1,500,000
Exercised during the period HRTTE HK$1.28 (8,221,000) - -
Expired during the period HRE HK$1.28 (3,020,000) = =
Outstanding at 31 December 2016 #2016 12A31H

HATTE - - HK$2.37 1,500,000
Outstanding at 1 January 2017 201781818

AT - - HK$2.37 1,500,000
Outstanding at 30 June 2017 201796 A30H

AT - - HK$2.37 1,500,000
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RAEET I B R E M RE

(Expressed in Renminbi unless otherwise indicated)

(BrAEHEBIN - GAAREIIR)

15 COMMITMENTS 15 #&ifz
(a) Operating leases (a) #E=HES
As at 30 June 2017, the total future minimum lease 72017566 A308 + RIETAIH
payments under non-cancellable operating leases are payable HCEHE RN ARRKER®
as follows: N AEgEmT
30 June 31 December
6A30H 12A31H
2017 2016
RMB’000 RMB’000
ARETFT ARET T
Within 1 year 1R 5,346 5,624
After 1 year but within 5 years 15181865 R 8,948 11,500
14,294 17,124
(b) Capital commitments (b) BEExEIE
Capital commitments outstanding at 30 June 2017 not 7201746 330 B I AR R 238
provided for in the interim financial report were as follows: T & 1F B B AR R (B B A&
FENT
30 June 31 December
6H30H 12H31H
2017 2016
RMB’000 RMB'000
ARETFT ARE T
Contracted for =EIES) 1,775 2,400
Authorised but not contracted for ~ BIREERETH 11,000 12,200
12,775 14,600
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AREFTTH MR E M

(Expressed in Renminbi unless otherwise indicated)

(BR=BEBIN - GUAAREIIR)

16 MATERIAL RELATED PARTY TRANSACTIONS 16 EXRAMAEEZS
During the six months ended 30 June 2017, the directors are of HZE2017F6 8308 LENEA MK - E
view that the followings are related parties of the Group: ERBUATIASE RS
Name of party Relationship
&H BB [ 1E3
Fujian Province Jinjiang City Haosha Garments 75% and 25% owned by Mr. Shi Hongliu and

Co., Ltd* (“Haosha Garments”)

Mr. Shi Hongyan respectively

BEESIMEPHXBERAR(EDEK]) 2 B AR e A MR I S A HE R 75 % K25 % HE s

Ho Born Investment Holdings Limited
("Ho Born Investment”)
ERREERBR AT (EHKE])

Quanzhou Hosa Fitness Club Co., Ltd.*
(“Quanzhou Hosa Fitness”)

49.85% and 26.23% owned by Mr. Shi Hongliu and
Mr. Shi Hongyan respectively
53 Bl e pE L o5 A R b IR IfE o A2 ¥ 49.85 % 52 26.23 % 2
60% and 40% owned by Mr. Shi Hongliu and
Mr. Shi Hongyan respectively

RMNED RS BLEELBR AR ([ RMNEDES]) 3 B BB L e s JE 55 A 75 60 % 1240 % 1 7
@ The English translation of the company’'s name is for reference only. * AREBZ RN EEELE - Z QA
The official name of the company is in Chinese. WEHBBARXETE -
**  The Chinese translation of the companies’ names is for reference > RABWZRXBRERSE - ZAA
only. The official names of the companies are in English. RE BB ARRNEE -
(a) Transactions with related parties (a) HREBHHES
Six months ended 30 June
#E6A30HIERER
2017 2016
RMB’000 RMB'000
ARTT AR MFor
Receiving processing services EEE TN TR
— Haosha Garments — MEDBIK 25,820 26,728
Purchase of materials HBEEM
— Haosha Garments — EDBIK 2,333 =
Sales of goods EmiHE
— Quanzhou Hosa Fitness — RIMESRES 1,343 —
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RAEFTTH B RE MR

(Expressed in Renminbi unless otherwise indicated)

(BrAEHEBIN - GAAREIIR)

16 MATERIAL RELATED PARTY TRANSACTIONS 16 EXEBA XS ()

(CONTINUED)
(b) Balances with related parties (b) HRRBHEOEER

MR201766 308 » ANEEHE
B3 A T 5%

As at 30 June 2017, the Group had the following balances
with related parties:

30 June 31 December
6A30H 12HA31H
2017 2016
RMB’000 RMB'000
ARETFT ARMTFT
Trade payables = ANEN
— Haosha Garments — EDRIX (1,160) =
Prepayments TEfR
— Haosha Garments — JEDBIX - 767
Bills payable ANES:
— Haosha Garments — D BIX (16,543) (2,000)
Amounts due to the immediate e BT
controlling party
— Ho Born Investment — EHBIE (52,075) (53,671)
Trade receivables = e
— Quanzhou Hosa Fitness — RNED RS 1,571 =
(68,207) (54,904)

B BB Y BE B IE T - %
B RIERE—FNEL -

The amounts due to related parties are unsecured, interest
free and are expected to be paid within one year.
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AREFTTH MR E M

(Expressed in Renminbi unless otherwise indicated)

(BR=BEBIN - GUAAREIIR)

17 POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE SIX MONTHS
ENDED 30 JUNE 2017

A number of amendments and new standards are effective
for annual periods beginning after 1 January 2017 and earlier
application is permitted; however, the group has not early adopted
any new or amended standards in preparing this interim financial
report.

The group has the following updates to the information provided in
the last annual financial statements about the possible impacts of
the new standards issued but not yet effective which may have a
significant impact on the group’s consolidated financial statements.

IFRS 9, Financial instruments

IFRS 9 will replace the current standard on accounting for
financial instruments, IAS 39, Financial instruments: Recognition
and measurement. |IFRS 9 introduces new requirements for
classification and measurement of financial assets, calculation
of impairment of financial assets and hedge accounting. On the
other hand, IFRS 9 incorporates without substantive changes
the requirements of IAS 39 for recognition and derecognition of
financial instruments and the classification of financial liabilities.
Expected impacts of the new requirements on the Group’s financial
statements are as follows:

(a) Classification and measurement

IFRS 9 contains three principal classification categories for
financial assets: measured at (1) amortised cost, (2) fair value
through profit or loss (FVTPL) and (3) fair value through other
comprehensive income (FVTOCI) as follows:

o The classification for debt instruments is determined
based on the entity’'s business model for managing
the financial assets and the contractual cash flow
characteristics of the asset. If a debt instrument
is classified as FVTOCI then effective interest,
impairments and gains/losses on disposal will be
recognised in profit or loss.
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17 POSSIBLE IMPACT OF AMENDMENTS, NEW 17. 8E20175F6A30HILNER

STANDARDS AND INTERPRETATIONS ISSUED CHEMGEREXAEERT - #aT

BUT NOT YET EFFECTIVE FOR THE SIX MONTHS HARREBEMTTRERE(IE)

ENDED 30 JUNE 2017 (CONTINUED)

IFRS 9, Financial instruments (Continued) BHEREEREIR @MIT R
(#8)

(a) Classification and measurement (Continued) (a) DHERIE(#E)

o For equity securities, the classification is FVTPL o MEAESmE  EoEA
regardless of the entity’s business model. The only FVTPL(T R E B2 A E IR
exception is if the equity security is not held for trading ) o ME—FIHNB AR AN FE
and the entity irrevocably elects to designate that FIFERFIEEE - AIZEE
security as FVTOCI. If an equity security is designated AT [t 32 12 i R 7R S 4R
as FVTOCI then only dividend income on that security EAFVTOC! © A A ZE 5
will be recognised in profit or loss. Gains, losses and EEAFVTOCI - AfEHFZ
impairments on that security will be recognised in other BHAREWMA R E8
comprehensive income without recycling. NHER © ZeHrEs -« B

BMRERSEE MK
SARER(TA#E) -

Based on the Group's financial instruments as at 30 June RIEAREBER2017F6 A30HK
2017, the Group expects that its financial assets/liabilities TRMEE  ANEBEFEHAEE Iz
currently measured at amortised cost will continue with BHERAHENSREE AE
their respective classification and measurements upon the & AR A B PR B 755 i 5 2RI 2B 9
adoption of IFRS 9. MEEBCAEESENSER
B
(b) Impairment (b) HE
The new impairment model in IFRS 9 replaces the “incurred (B PR B 765 i 25 ZE RI| S 95 O BT R B
loss” model in IAS 39 with an “expected credit loss” model. B AT BB EEEE E R
Under the expected credit loss model, it will no longer be B &1 2R E395%M B EL
necessary for a loss event to occur before an impairment loss B BN - RBFEHEEEEER
is recognised. Instead, an entity is required to recognise and R BT TEREERRRES
measure expected credit losses as either 12-month expected BRIZEEESEMH - xR - —H
credit losses or lifetime expected credit losses, depending EiEAREHEEBERERIET
on the asset and the facts and circumstances. This new EATZHEAMNEHREERBER
impairment model may result in an earlier recognition of AIERFHANEREEEE -
credit losses on the Group's trade receivables and other HRTEE - SERIBAME °
financial assets. However, a more detailed analysis is BEIBFTRE AR R 7] g8 B IR R iR
required to determine the extent of the impact. REBAEEEREF R EME

BEENEEER - A BE
FENREALETEFANSD

T o
The Group does not plan to adopt IFRS 9 before its effective date AEE WL EIRNE £ H (201851 A
of 1 January 2018. 1 B ) BTERAR BB B 75 3 5 4E Bl 2B 955% o
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BAARESIR)

POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE SIX MONTHS
ENDED 30 JUNE 2017 (CONTINUED)

IFRS 15, Revenue from contracts with customers

IFRS 15 establishes a comprehensive framework for recognising
revenue from contracts with customers. IFRS 15 will replace
the existing revenue standards, IAS 18, Revenue, which covers
revenue arising from sale of goods and rendering of services, and
IAS 11, Construction contracts, which specifies the accounting
for revenue from construction contracts. The core principle of
IFRS 15 is that an entity recognises revenue to depict the transfer
of promised goods or services to customers in an amount that
reflects the consideration to which the entity expects to be entitled
in exchange for those goods or services. The standard introduces a
5-step approach to revenue recognition:

° Step 1: Identify the contract(s) with a customer
o Step 2: Identify the performance obligations in the contract
o Step 3: Determine the transaction price

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

o Step 5: Recognise revenue when (or as) the entity satisfies a
performance obligation

Under IFRS 15, revenue is recognised when the customer obtains
control of the promised good or service in the contract. IFRS 15
identifies 3 situations in which control of the promised good or
service is regarded as being transferred over time:

(@  When the customer simultaneously receives and consumes
the benefits provided by the entity’s performance, as the
entity performs;

(b)  When the entity’s performance creates or enhances an asset
(for example work in progress) that the customer controls as
the asset is created or enhanced;

() When the entity’s performance does not create an asset
with an alternative use to the entity and the entity has an
enforceable right to payment for performance completed to
date.
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POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE SIX MONTHS
ENDED 30 JUNE 2017 (CONTINUED)

IFRS 15, Revenue from contracts with customers (Continued)

If the contract terms and the entity’s activities do not fall into any
of these 3 situations, then under IFRS 15 the entity recognises
revenue for the sale of that good or service at a single point in
time, being when control has passed. Transfer of risks and rewards
of ownership is only one of the indicators that will be considered
in determining when the transfer of control occurs. Furthermore,
extensive disclosures are required by IFRS 15.

The Group has preliminarily assessed the impact of IFRS 15, and
consider the requirements to recognise revenue under IFRS 15 is
similar to the Group's current revenue recognition policy for sales
of goods and therefore, the Group expects that the application of
IFRS 15 will not have a significant impact on the Group's results of
operations and financial position.

The Group does not plan to adopt IFRS 15 before its effective date
of 1 January 2018.

IFRS 16, Leases

Currently the Group enters into some leases as the lessee. Once
IFRS 16 is adopted, subject to practical expedients, lessees will
account for all leases in a similar way to current finance lease
accounting, i.e. at the commencement date of the lease the
lessee will recognise and measure a lease liability at the present
value of the minimum future lease payments and will recognise
a corresponding “right-of-use” asset. After initial recognition of
this asset and liability, the lessee will recognise interest expense
accrued on the outstanding balance of the lease liability, and the
depreciation of the right-of-use asset, instead of the current policy
of recognising rental expenses incurred under operating leases on
a systematic basis over the lease term. As a practical expedient,
the lessee can elect not to apply this accounting model to short-
term leases (i.e. where the lease term is 12 months or less) and
to leases of low-value assets, in which case the rental expenses
would continue to be recognised on a systematic basis over the
lease term.
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17 POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE SIX MONTHS
ENDED 30 JUNE 2017 (CONTINUED)

IFRS 16, Leases (Continued)

IFRS 16 will primarily affect the group’s accounting as a lessee
of leases for properties, plant and equipment which are currently
classified as operating leases. The application of the new
accounting model is expected to lead to an increase in both
assets and liabilities and to impact on the timing of the expense
recognition in the statement of profit or loss over the period of the
lease. At 30 June 2017 the group’s future minimum lease payments
under non-cancellable operating leases amount to RMB14,294,000
for properties, the majority of which is payable either between 1
and 5 years after the reporting date or in more than 5 years. Some
of these amounts may therefore need to be recognised as lease
liabilities, with corresponding right-of-use assets, once IFRS 16 is
adopted. The group will need to perform a more detailed analysis
to determine the amounts of new assets and liabilities arising
from operating lease commitments on adoption of IFRS 16, after
taking into account the applicability of the practical expedient and
adjusting for any leases entered into or terminated between now
and the adoption of IFRS 16 and the effects of discounting.

IFRS 16 is effective for annual periods beginning on or after 1

January 2019. The group has decided not to early adopt IFRS 16 in
its 2018 consolidated financial statements.
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