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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

BRGEEEaRAMEEKER

For the six months ended 30 June 2013 HZ=F—=FA=1+HItEA

Six months ended

BETSIEHLERER
30.6.2013 30.6.2012
—E-=F —E-F
AA=1H NA=TH
HK$'000 HK$'000
TERr TR
(unaudited) (unaudited)
(REFH) CREEHR)
Turnover E 3
Sales of goods HEEM 8,955 9,755
Cost of goods sold i =N (5,519) (5936)
3,436 3819
Dividend income BEMA 292 43
Rental income HaA 2,460 2,220
Interest income from loan receivables R E T 2 F S HA 1,077 —
Change in fair value of financial assets at fair BATEG ABRL
value through profit or loss TREENATFER (30,503) (16578)
(23,238) (10,496)
Other income Ll ON 327 1,309
Other gains and losses HiEs (973) (10,674)
Distribution costs BB R (2,647) (3,404)
Administrative expenses TRZ M (25,462) (28,679)
Other expenses Hith X i (4,580) (3,430)
Finance costs HBER (800) (824)
Loss before tax HAEE (57,373) (56,198)
Income tax expense e B i (592) (188)
Loss for the period HNEE (57,965) (56,386)
Other comprehensive income/(expense) HANEMEEKRA/(ZH):
for the period:
ftem that will not be reclassified to profit or loss: AT ES e E
Exchange differences arising on translation to HMEREFIEE I B
presentation currency EHER 616 (136)
Total comprehensive expense for the period HA2EX AR (57,349) (56,522)
(Restated)
(g=&5)
Loss per share SiER
Basic and diluted EXREE HK$29.27 centsifll  HK$85.68 cents L

DRAGONITE INTERNATIONAL LIMITED
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Condensed Consolidated Statement of Financial Position

BB RS B AR R &

At30June 2013 R=FE—=%,A=1H

NOTES 30.6.2013 31.12.2012
ok —E-=f —T-CF
AA=1+H +-A=+—H
HK$'000 HK$'000
TERT FET
(unaudited) (audited)
(REER) (&%)
Non-current assets ERBEE
Property, plant and equipment mE - BE&EE 8 27,748 27,652
Investment property REME 175,600 175,600
Loan receivables R E TR 10 5,664 —
Prepaid lease payments BNHERA 2,644 2,622
211,656 205,874
Current assets TEEE
Inventories BE 8,209 8,555
Trade receivables EWE 5ER1E 9 1,382 |, 764
Loan receivables JEWE R 10 7,083 —
Financial assets at fair value through profit or loss BATESABR
ZeREE I 165,296 129,828
Deposits, prepayment and other receivables Re  BRRER
Hfth el Bk I8 5,626 14,006
Prepaid lease payments BRNHERE 82 82
Bank balances and cash RITHEHNIRE 38,866 34,881
226,544 189,116
Current liabilities RBaE
Trade payables ENEZHERE 12 5,199 6,096
Accruals and other payables FEET R R Bt B AR 33,027 34,397
Derivative financial instruments TESRTE I3 18,305 17,332
Borrowings f& 24,822 25676
Taxation payable I 768 1,044
82,121 84,545
Net current assets REEETE 144,423 104,571
NET ASSETS EEFE 356,079 310445
Capital and reserves BRI
Share capital B 14 2,120 1,060
Reserves f#f 353,959 309,385
TOTAL EQUITY A 356,079 310,445
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Condensed Consolidated Statement of Changes in Equity
FE%- Eﬂ n‘/_\é*géﬁﬁ’%%

For the six months ended 30 June 2013 HZ=F—=FA=1+HItEA

Retaned Total

Share Nor Share amings equiy

Sare  premum  Shareholders'  Transhion  distribuable option Merger Specil  (accumulated  atributable
apiel account contrbution reEEe o resenves RER M resenves losses) -~ to owners

BREA BAARE
Br BHERR RRHE  BEER ROEGR REEGR OB GRER (RER)  RuME
HOWO HSIO0 SO0 HSOD WSO HGI0  HGND  HGOD  HGIO HOWD
T TRt TET T Tan TRt TR TAn Tan Tt

(note) [note ) (rote ) (noted)

(ke ird) (Wit (Wit
At | anry 2012 audte) HZ3-2E--B(8EH) 7B 4BIB 21780 B9 U 8716 (10167%) 3 (oMl 282
Lossfortre perod Smek - - - - - - - I X
Other comprehensive expense for the period ImEfREH - - - (1%) - - - - - (1%)
Totel comprehersie expense for heperiod BhamYhaE - - - (1%) - - - S )]
Captal Reorganisaton hirgk (2662%) (1433173 - - - - - =149 -
e of e upon rghs e REREERA 10869 9188 - - - - - - - 108652
e of e upon plcng REERERA 3% 18260 - - - - - - - 231
Trensaction costs aftbutable to isue of shres EUOUEGT - (37 - - - - - - - (37%9)
A0 ne 012 wauded RoE-CERAZA(REEY) DS I WK s W T (1 I N 7 R 3.
Aty 01 e AoE-zE-A-A(EE) T [/ Y1 N 86 (0678 34 MeeM 04
Loss forthe perod amek - - - - - - - - (7%65)  (37.965)
Other comprefesie ncom for the perod SEb2ANA - - - 66 - - - = = )
Totalcomprefensie ncome (expense) for the perod Im2aEmAEE - - - 16 - - - - (5795 (51349)
fsue of shares upon rghts sue 1060 (04915 - - - - - - - 105975
Transaction costs ftbutzbl o the sste of shares (299) - - - - - - - (299)
Tranfer upon forfture of she options - - - - - (109 - - 109 -
A3 e 013 wauced RoE-ZERAZA(REEY) U Mm% U BT (0678 3 w0 60
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Condensed Consolidated Statement of Changes in Equity

BRFEE RSB X

For the six months ended 30 June 2013 B2 =F—=FA=THI~EA

Notes:

(@) Shareholders' contribution represents the amounts contributed by shareholders of Ruyan

Investment (Holdings) Limited (“RIHL") during the year ended 31 December 2007.

(b)  The non-distributable reserve represents statutory reserves appropriated from profit after tax
of the Company's subsidiary in the People’s Republic of China (the “PRC") under the PRC

laws and regulations.
() The merger reserve represents (i) the share capital of RIHL; (ii) the carrying amount of equity

interest in RIHL held by the non-controlling parties; and (iii) the fair value of the consideration

paid for acquisition of RIHL during the year ended 31 December 2007.

(d)  The special reserve of the Group represents reserve arising pursuant to group reorganisation

on the basis that the group reorganisation had been affected on | January 2000.

2013 B &
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Condensed Consolidated Statement of Cash Flows

FRGAERERER

For the six months ended 30 June 2013 HZ=F—=FA=1+HItEA

Six months ended

BUEUTRHEAREA
30.6.2013 3062012
—2-=F —FCF
AA=1H ~NA=+H
HK$'000 HK$'000
T TR
(unaudited) (unaudited)
(REER) (REEEZ)
Net cash used in operating activities REXBHMAREFHE (74,984) (25,256)
Investing activities REEH
Purchase of property, plant and equipment BAME  BEKER (521) (54)
Purchase of financial assets at fair value through BARATETABR
profit or loss LERBE (40,100) (93925)
Proceeds from disposal of financial assets at fair HERANTEFABRZ
value through profit or loss EREEMBNE 17,975 72077
Net cash used in investing activities REZHMAREFHE (22,646) (21,902)
Financing activities MELE
New borrowings raised FEER — 50,000
Repayment of borrowings BEER (854) (115,826)
Interest paid ERFIE (800) (1,406)
Issue of new shares BT 105,975 130,213
Expenses on issue of shares BRI 2 X (2992) (3,799)
Net cash from financing activities RMELBEREFH 101,329 59,182
Net increase in cash and cash equivalents RelkBeFEBEBEMEE 3,699 12,024
Cash and cash equivalents at beginning of the period Hﬁ?ﬂzfﬁﬁ‘%&fﬁ%%fﬁlﬁ 5] 34,881 55,970
Effect of foreign exchange rate changes ExEdh s wE 286 52
Cash and cash equivalents at end of the period MRZBeKRE&FEEE 38,866 68,046
Analysis of the balances of cash and cash equivalents & RIREFEEB 2 HEHIT
Bank balances and cash RITERRE S 38,866 68,046
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Notes to the Condensed Consolidated Financial Statements

BRI R E R

For the six months ended 30 June 2013 B2 =F—=FA=THI~EA

GENERAL INFORMATION
Dragonite International Limited (the “Company”) was incorporated in the Cayman
Islands as an exempted company with limited liability and its shares are listed on

The Stock Exchange of Hong Kong Limited.

The Company acts as an investment holding company. Its subsidiaries are principally
engaged in production and sales of a series of health care products, pharmaceutical
products, Ruyan atomizing cigarettes, securities trading and investments, property

investments and money lending in Hong Kong.

The functional currency of the Company is Hong Kong dollars (“HKD"). For the
purposes of presenting the condensed consolidated financial statements, the Group
adopted HKD as its presentation currency for the convenience of the readers.
The directors consider HKD can provide more meaningful information to the

Company's shareholders.

PRINCIPAL ACCOUNTING POLICIES
The condensed consolidated financial statements have been prepared on the
historical cost basis, except for certain property and financial instruments, which are

measured at their fair values.

Except as described below, the accounting policies and methods of computation
used in the condensed consolidated financial statements for the six months ended
30 June 2013 (the “Period") are consistent with those followed in the preparation
of the Group's consolidated financial statements for the year ended 3| December

2012.

2013 B &
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Notes to the Condensed Consolidated Financial Statements

BF 75 ¥R Ak Y &E

For the six months ended 30 June 2013 HE-Z—=

EREE

FRA=TRIAER

2. PRINCIPAL ACCOUNTING POLICIES (Continued)
In the current period, the Group has applied, for the first time, the following

new or revised Hong Kong Financial Reporting Standards (“HKFRSs") issued by

the HKICPA that are relevant for the preparation of the Group's condensed

consolidated financial statements:

HKFRSs (Amendments)

HKFRS 7 (Amendments)

HKFRS 10, HKFRS || and
HKFRS 12 (Amendments)

HKFRS 10

HKFRS 11

HKFRS 12

HKFRS I3

HKAS | (Amendments)

HKAS 19 (as revised in 201 1)

HKAS 28 (as revised in 201 1)

HK (IFRIC)-INT 20

DRAGONITE INTERNATIONAL LIMITED

Annual improvements to HKFRSs 2009 - 201 | cycle

Disclosures - Offsetting financial assets and financial

liabilities
Consolidated financial statements, joint

arrangements and disclosure of interests

in other entities: Transition guidance

Consolidated financial statements

Joint arrangements

Disclosure of interests in other entities

Fair value measurement

Presentation of items of other comprehensive

income

Employee benefits

Investments in associates and joint ventures

Stripping costs in the production phase of a surface

mine

TEREHER M)

AHE - AEEEREANThEES
AMAEREMY BRERAREBARS
BHEBRREB LT RE BB BB
RER([BEHBRELER]) -

BEREMBMEER BANBRSER
({BETA) “TTNEFE
T ——FEH

ZEENE
BEEMBMEELR BE-HHER
7% (BFIAR) EAEREMAR

BENHHRELEY HEMBRE
FI0% - BEMH BRETHR
HERMEIHR REEGMEEC
BEMBREEN  HEam

F125% (BFIAR)  BEMES

BEREMBWELR GAEMBERE
F105%

BENBMELD SETH

F115%

EEMBWELD BREAMER

F 125 ZHER

BAUBREER AFEFE
F135%

SASTEREIS 27HEMEA
SCHEN) Wi=IEE

BEGITERE 9% BEEF
(ZT—*%

R SEH)

BAEGTTERE 8 RBE QAR
(ZF—— REhEIRE
R SEH)

A (BRMBRE wRBEERR
2EZE®) FIBERAR
—REE0%
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Notes to the Condensed Consolidated Financial Statements

BRI R E R

For the six months ended 30 June 2013 B2 =F—=FA=THI~EA

PRINCIPAL ACCOUNTING POLICIES (Continued)

HKFRS 13 Fair value measurement

The Group has applied HKFRS 13 for the first time in the current period. HKFRS
|3 establishes a single source of guidance for, and disclosures about, fair value
measurements, and replaces those requirements previously included in various
HKFRSs. Consequential amendments have been made to HKAS 34 to require
certain disclosures to be made in the interim condensed consolidated financial

statements.

The scope of HKFRS 13 is broad, and applies to both financial instrument items and
non-financial instrument items for which other HKFRSs require or permit fair value
measurements and disclosures about fair value measurements, subject to a few
exceptions. HKFRS |3 contains a new definition for ‘fair value' and defines fair value
as the price that would be received to sell an asset or paid to transfer a liability
in an orderly transaction in the principal (or most advantageous) market at the
measurement date under current market conditions. Fair value under HKFRS |3
is an exit price regardless of whether that price is directly observable or estimated
using another valuation technique. Also, HKFRS 13 includes extensive disclosure

requirements.

In accordance with the transitional provisions of HKFRS |3, the Group has applied
the new fair value measurement and disclosure requirements prospectively.

Disclosures of fair value information are set out in note |7.

2013 B &
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Notes to the Condensed Consolidated Financial Statements

BEEN- R R E R

12

For the six months ended 30 June 2013 HZ=F—=FA=1+HItEA

2. PRINCIPAL ACCOUNTING POLICIES (Continued) FESHEKE)
Amendments to HKAS | Presentation of items of other comprehensive income ERESHEANEIEZ2BTRAE5EM
2HWKRER

The amendments to HKAS | introduce new terminology for the statement of
comprehensive income and income statement. Under the amendments to HKAS
I, a statement of comprehensive income is renamed as a statement of profit or
loss and other comprehensive income and an income statement in renewed as a
statement of profit or loss. The amendments to HKAS | also require additional
disclosures to be made in the other comprehensive income section such that items
of other comprehensive income are grouped into two categories: (a) items that
will not be reclassified subsequently to profit or loss; and (b) items that may be
reclassified subsequently to profit or loss when specific conditions are met. Income
tax on items of other comprehensive income is required to be allocated on the
same basis. The amendments have been applied retrospectively, and hence the
presentation of items of other comprehensive income has been modified to reflect

the changes.

Except as described above, the application of the other new or revised HKFRSs in
the current financial information period has had no material effect on the amounts
reported and/or disclosures set out in these condensed consolidated financial

statements.

The Group has not early applied the following new and revised HKFRSs that have
been issued but are not yet effective. The following new or revised standards have
been issued after the date the consolidated financial statements for the year ended

31 December 2012 were authorised for issuance and are not yet effective:

BRGIERNE | KB ASIATEZE
WaRRMER 2 MME - BEESE
HERE IR B [2ERER]IE
matBBERkEMNEERER] M
WakETMEAERR] 1IN B
BEEAE | KB ARTEENEM
PERGEHPEREI RS Bf
BEMEENEERE S ARE: &
BTEEMHPBZEEEZEE  RO)R
ERBTIREE HRUERNIBZE
#wZEE  EMEEKEEE 2FEH
BIEMRAEETUSE - WFEFTEE
WER EMEHEMZEKEERZ
SIMERBITARMABZE -

fR ESCRRILE SN - R 5 B A R R
AEMIETREETBEM B REE
HRZSERARAMBRRTAEZHS
AR/ G ERBERT BERERY

b o

oy

If

AEBEVERAEANTEEMBENE
AR REETB AV BREE
Bl o ATHET S BRT ERIE NERE
He#gz-—2——F+-A=+—HLt
FEGEUMBERRCBETUEG B
MARER :

Amendments to HKAS 36 Recoverable amount disclosures for non-financial B eHER FEREEZ
assets' F36FBITAR ARESERE
Amendments to HKAS 39 Novation of derivatives and continuation of hedge BB &R METIETER
accounting' FIH/BITAR  HHEE
ZEE
HK (IFRIC)-INT 21 Levies' EE (BN BRE &5

Effective for accounting periods beginning on or after | January 2014.
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Notes to the Condensed Consolidated Financial Statements

BRI R E R

For the six months ended 30 June 2013 B2 =F—=FA=THI~EA

2. PRINCIPAL ACCOUNTING POLICIES (Continued)
The directors anticipate that the application of these new and revised HKFRSs will

have no material impact on the results and the financial position of the Group.

3. SEGMENTAL INFORMATION
The Group's executive directors are the chief operating decision makers as they
collectively make strategic decisions towards the Group's operations. During the
second half of the year ended 31 December 2012, the Group started money
lending business and the executive directors considered this is a separate reportable

and operating segment to the Group.

The Group's reportable and operating segments under HKFRS 8 are therefore as

follows:
(@)  health care products, which are represented by ginseng products

(b)  pharmaceutical products, which are mainly represented by licensed

medicines
(c)  Ruyan atomizing cigarettes
(d)  securities trading and investments
(e)  property investment in Hong Kong

(fy  money lending

2013 B &
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Notes to the Condensed Consolidated Financial Statements

BEEN- R R E R

For the six months ended 30 June 2013 HZ=F—=FA=1+HItEA

3.  SEGMENTAL INFORMATION (Continued) 3. oEERM®E
The following is an analysis of the Group's turnover and results by reportable and UTREEHLRELENHIASNAE
operating segments. EEBREEDW -
For six months ended 30 June 2013 BE-_Z-=—HXA=1+HLEXER
Ruyan Securities Property
Health care Pharmaceutical ~ atomizing  tradingand  investment in Money
products products cigarettes investments  Hong Kong lending  Consolidated
wR  BERE REBUE
REERm BEER BILE kRE  MERE LA e
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER ThL ThR AR ThL Thn TAL
Segment turnover TEERE
Sales of goods HEEm = 8.24I 714 = = = 8955
Change in fair value of financial assets BRATEHAERL
at fair value through profit or loss SRAENATEE — - — (30,503) - — (30,503)
Dividend income BREHRA - - - 9 - - 292
Rental income AgUA = = = = 2,460 = 2,460
Interest income from loan receivables EREZTZFISMA — — — — — 1,077 1,077
— 8,241 714 (30.211) 2,460 1,077 (17,719
Segment (loss) profit 2R (BE)ER (1,69) 1,195 (14715) (30,227) 2274 1,060 @111
Otherincome ELON 307
Change in fair value of derivative TESRIAZATEEY
financial instruments (973)
Unallocated corporate expenses RABATZ (13816)
Finance costs HHER (800)
Loss before tax HaEs (57373)

DRAGONITE INTERNATIONAL LIMITED
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Notes to the Condensed Consolidated Financial Statements

BRI R E R

For the six months ended 30 June 2013 B2 =F—=FA=THI~EA

3.  SEGMENTAL INFORMATION (Continued) 3. oEERM®E
For six months ended 30 June 2012 BE-Z-——HXA=1+HLEXER
Ruyan Securities Property
Health care  Phanmaceutical atomizing tradingand  investment in
products products Cigarettes  investments Hong Kong  Consolidated
mE EHEE itE
REER  BEES BlE RE DERE e
HK$'000 HK$000 HK$'000 HK$'000 HK$'000 HK$'000
TAR TAT TAT TAT TER TAT
Segment turnover TEEXE
Sales of goods HESM - 8891 864 - — 9755
Change in fair value of financial assets BRATEH AR
at fair value through profit or loss SREENATEE - - - (16578) - (16578)
Dividend income BREMA — — — 4 - 4
Rental income el — — — — 2220 2220
- 8891 864 (16535) 2220 (4560)
Segment (loss) profit 28 (BH) &R (2833) (581) (13427) (16537) 1,268 (32110)
Otherincome EELUN 1,309
Change in fair value of derivative TEeRIAZATEEY
financial instruments (10,674)
Unallocated corporate expenses RARAFLE (13.899)
Finance costs HHER (824)
Loss before tax HAER (56,198)

Segment turmnover includes proceeds from sales of goods, dividend income, rental

income and interest income from loan receivables. In addition, the chief operation

decision maker also considers change in fair value of financial assets at fair value

through profit or loss (excluding derivative financial instruments) as segment

turnover.

Segment (loss) profit represents the loss from/profit earned by each segment

without allocation of central administration costs, other income, change in fair value

of derivative financial instruments and finance costs. This is the measure reported

to the chief operating decision maker for the purposes of resource allocation and

performance assessment.
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Notes to the Condensed Consolidated Financial Statements

BEEN- R R E R

For the six months ended 30 June 2013 HZ=F—=FA=1+HItEA

4. INCOME TAX EXPENSE 4. FIBHXE
Six months ended
BET5 AHLEAEAR
30.6.2013 30.6.2012
—E-=F T fF
ARA=tH ~NA=TH
HK$’000 HK$'000
TET TR
Income Tax in the PRC REIPTEH 592 188
No Hong Kong Profits Tax is payable by the Company or its subsidiaries operating RAGIGEENEELEWBDARR
in Hong Kong since they had no assessable profit for both periods. EHEY EEERH SN WU EF

R 2 BEMEH -

PRC Enterprise Income Tax is calculated at the rate prevailing in the relevant PECEREHMA R EEHKER
districts of the PRC taking relevant tax incentives into account. % mPRAERERENERTE -
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5.

LOSS FOR THE PERIOD

Notes to the Condensed Consolidated Financial Statements

BRI R E R

For the six months ended 30 June 2013 B2 =F—=FA=THI~EA

HMABR

Six months ended

BET5 AHLEREA
30.6.2013 30.6.2012
—E-=F ZE-CF
RA=TH AA=TH
HK$’000 HK$'000
T TET
Loss for the Period has been arrived at HMABEEMBRGIA)THER -
after charging (crediting):
Allowance for obsolete inventories BEEFEEBGIABENAR)

(included in cost of sales) 1,000 458
Cost of inventories recognised as an expense RERX 2 FEKAR 4519 5478
Amortisation of prepaid lease payments BRNHEEHRIE 42 48
Change in fair value of derivative financial instruments T4 &R T AR FEE 973 10,674
Depreciation of property, plant and equipment MmE - BERRBEIHE 1,075 2904
Impairment losses recognised in pEE fh FEURRIE (G A B M s i)

respect of other receivables FrigR < REREE

(included in other expenses) 4,580 —
Staff costs (including directors’ emoluments BTIRX(BEESME RAKR

and share-based payment expenses) REWZNHARX) 8,083 8,879
Bank interest income HFATHEHA (5) (10)

DIVIDEND

No dividends were paid, declared or proposed during both periods.

2013 B &
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Notes to the Condensed Consolidated Financial Statements

BEEN- R R E R

For the six months ended 30 June 2013 HZ=F—=FA=1+HItEA

7. LOSS PER SHARE 7. BRER
The calculation of basic and diluted loss per share attributable to the owners of the ARAEAANELEBRERAREEEHAE
Company is based on the following data: TRBAT 8B E

Six months ended

BETHRHLEAEA

30.6.2013 30.6.2012

—E-=F —E-—F

~A=t+A ~NA=+H

HK$'000 HK$'000

TERT FET

Loss for the purpose of basic and diluted loss per REAERRAEE AEEERER

share attributable to the owners of the Company FEEEEER (57,965) (56,386)

Six months ended

BET5BHLEREA
30.6.2013 30.6.2012
—%-=% —EFF
RA=TH ~NA=TH
'000 ‘000
TR TH
(Restated)
(e &7))
Weighted average number of ordinary shares for the st EGREARREEEE 2
purpose of basic and diluted loss per share LR iR 198,010 65813
The computation of diluted loss per share does not assume the conversion of the ShRBEEREHETERREAARE
Company's share options since the assumed conversion would result in a decrease frrEEmE  FREI2BRREnheENE
in loss per share. REHER D o
The weighted average number of ordinary shares adopted in the calculation of the HEHE TSR -FT——HXA
basic and diluted loss per shares for the six months ended 30 June 2013 and 2012 S+ BN EREBREARESEEH
have been adjusted to reflect the impact of the rights issue during the Period. FRENTERNETHEERAE UK
AR GRRNFE
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Notes to the Condensed Consolidated Financial Statements

BRI R E R

For the six months ended 30 June 2013 B2 =F—=FA=THI~EA

8. MOVEMENT IN PROPERTY, PLANT AND EQUIPMENT 8. ME HMERREZE23
During the Period, additions to the Group's property, plant and equipment AHER REBLIEDE BEL
amounted to approximately HK$521,000 (six months ended 30 June 2012: FEZ2ENRS2000BT(BEZ
approximately HK$54,000). There was no disposal of property, plant and E-——FR A=ZtHLEANEA: DA
equipment for both periods. 540008 7C) - MIEHEGELEDE -
LR
9. TRADE RECEIVABLES 9. EREZRE
The Group allows an average credit period from 60 days to 270 days to its trade AREERFHEESRP 7 EHEZEHH
customers. The following is an aged analysis of trade receivables net of allowance of OHZE20BTE - LT AREERH
doubtful debts presented based on invoice date. S 7EWE ZEE(ENBRELER)
ZBRE AT o

30.6.2013 31.12.2012

—E-=F —E-F

RA=+HR +ZA=1+—H

HK$°000 HK$'000

TER TAET

0 - 60 days 0-60 H 785 [,195

61 -90 days 61-90 H 246 100

91 - 180 days 91-180H 156 343

181 - 270 days 181-270 H 195 126

1,382 I,764

2013 o B 5 &5 sEgEraRaa 19
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Notes to the Condensed Consolidated Financial Statements

BEEN- R R E R

For the six months ended 30 June 2013 HE-Z—=

10. LOAN RECEIVABLES

FRA=TRIAER

0. ERER

30.6.2013 31.12.2012
—g-zF -3
~A=t+AH +iﬂ:+—5
HK$°000 HK$'000
TER TET

Non-current: E A
Interest bearing bond (Note a) T EEH () 5,664 —

Current: Ell Hﬁ :

Fixed-rate loan receivable (Note b) ERERER(HEb) 7,083 —
12,747 —

Notes:

(a) Detalils of the interest bearing bond are set out in note | I.

(b)  Asat 30 June 2013, the unsecured loan receivable represented a loan provided to a

borrower with effective interests 5% per annum and was fully repaid subsequently.

Loan receivables at the end of reporting period are neither past due nor impaired.

The Group did not provide impairment loss to loan receivables.

DRAGONITE INTERNATIONAL LIMITED
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Notes to the Condensed Consolidated Financial Statements

For the six months ended 30 June 2013 ELZ—Z

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

BRI R E R

—ZEXAZTBILNEA

BRAVERARRZEREE

30.6.2013 31.122012
—E-=F —E——fF
AA=+tHB +ZA=t+—H
HK$'000 HK$'000
TER BT
Financial assets at fair value through profit or loss BAHEFABR((ERATE
("FVTPL") comprise: AR EREERS
Investment in convertible investments designated at ~ #ETERAFEF ABRZ
fair value through profit or loss AMRTARE 4,206 —
Held-for-trading investments RIERSHABZRE 161,090 129,828
165,296 129,828

Held-for-trading investments comprise of equity securities listed in Hong Kong and

their fair values are based on quoted market bid price.

An unlisted zero interest convertible bond was initially recognized as financial assets
at FVTPL. Subsequent to the variations of its terms and conditions during the
Period, it was equally divided into interest bearing portion without conversion rights
attached thereto and a convertible portion. Therefore, the interest bearing portion
at fair value of HK$5,383,000 at the date of modification is reclassified to loans and
receivables and included in loan receivables as non-current assets as at the date of

vaniation of terms and 30 June 2013.

The fair value of the convertible bonds as at 30 June 2013 is estimated by an
independent professional valuer using valuation techniques based on the discounted
cash flow analysis using discount rate from observable current market transaction
as inputs on debt portion and Binomial Option Pricing Model is used for valuation
of conversion option of convertible bonds. Detalils of the inputs of the valuation are

disclosed in note 7.

2013 B &
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Notes to the Condensed Consolidated Financial Statements

BEEN- R R E R

For the six months ended 30 June 2013 HZ=F—=FA=1+HItEA

2. TRADE PAYABLES

The aged analysis of trade payables presented based on the invoice date at the end

2. ENEZRE

ATREEZAHZIIMERPRZE

of the reporting period is as follows: NESEEZERIIT
30.6.2013 31.12.2012
—EBE-=F —E——fF
AB=tH +ZA=1+—H
HK$'000 HK$'000
FET FET
0 - 30 days 0-30 H 234 477
31 - 60 days 31-60H — 874
61 -90 days 61-90H — 41
Over 90 days but less than | year HBBOREDIR I F 214 23
Over | year Bl 4,751 468
5,199 6,096

13.  DERIVATIVE FINANCIAL INSTRUMENTS 13. $T4£¢mMIA
30.6.2013 31.12.2012
—E-=F —E-—fF
AB=tH +ZHA=1+—H
HK$'000 HK$'000
FET FET
Derivative financial instruments consist of: TESRTABRE:

Call Option/Put Option REDRE/ RL e 18,305 17,332

The terms of the option agreement are that (i) an independent third party (the
“Vendor") granted a call option to Nation Wealth Holdings Limited (“NWHL") to
require the Vendor to sell entire equity interest of Apex Corporate Investments
Limited (the “Chinese Medical Clinic") (“Option Shares”) and to assign the
shareholders loans of Chinese Medical Clinic (“Option Shareholders Loans”) to
NWHL (collectively known as “Call Option”); and (i) NWHL granted a put option
to the Vendor to require NWHL to purchase the Option Shares and Option
Shareholders Loans (collectively known as “Put Option”). Chinese Medical Clinic is

currently a wholly-owned subsidiary of the Vendor.

DRAGONITE INTERNATIONAL LIMITED

(TNWHL]) #

ER(HERRE

HEBZE I GRROBLE=ZH(E
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REAE JEX
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BrE (T EARERR D |) B By 2 IR R
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Notes to the Condensed Consolidated Financial Statements

BRI R E R

For the six months ended 30 June 2013 B2 =F—=FA=THI~EA

13. DERIVATIVE FINANCIAL INSTRUMENTS (Continued) 13. fT4E¢MIA(E)

The Call Option and Put Option are exercisable within 5 years from the effective REMRERREHRETN IR REER
date of the option agreement conditional upon the completion of the Vendor's HERET SFERNITE - HAESS H AR &
contribution of an interest free loan or by way of equity of HK$25 million to 7E A 25,000,000 78 T 5T B & 7k AR
Chinese Medical Clinic. As at 31 December 2012 and 201 |, the Vendor’s interest AR ETANZESETREREE « A
free loan to Chinese Medical Clinic is less than HK$25 million and both Call Option TE-—FER-E-——F+_-A= %—
and Put Option are not exercisable as at 31 December 2012 and 201 |. The option CBHRRETIAZTEEER

exercise price is determined with the following conditions: 22500000087 AEZE—Z —:E

. e e Ewﬁﬁﬁﬁﬁ
ELJEE@%HT\EME o BT ER
THNRHERE -

. if Chinese Medical Clinic's audited results for the year ending 31 March 2012 o (MM ERHEZE-_ZET—-F=F7
or any accounting period subsequent thereto has not been released and =t+—HIIEEREMEZSHH
issued, the option exercise price will be HK$25,000,000; and JIREIEE N RBEH TR B

HARE{T{E (B A 25,000,000 7T ¢ &

. if Chinese Medical Clinic's audited results for the year ending 31 March 2012 o WHREGHHEE-_E——F=A
or any accounting period subsequent thereto has been released and issued, =T -HUEFERERE RS

RBREEDRHRIIE - 8

— in the case of the exercise of the Call Option, the option exercise - EIERESESRT
price will be the higher of: (i) HK$25 million; or (i) the lower of 10 Fﬁﬁfﬁ%%?ﬁﬂ%zfm
times earnings before interest, taxes, depreciation and amortisation # (1)25,000,0007 7T 3K
("EBITDA”) or HK$75 million; and (BRFE B TER

55 51 & FI(TEBITDAD) 10
2 51,75,000,000 7 7T 7 B K

iR
— in the case of the exercise of the Put Option, the option exercise - EOFEZEHEERT
price will be the higher of: (i) HK$25 million; or (i) the lower of 5 FﬁﬁF}%LATﬁ%‘me
times EBITDA or HK$75 million. # +(1)25,000000% 7T

(i) EBITDA 513 75,000,000
BITIREE -
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Notes to the Condensed Consolidated Financial Statements

BEEN- R R E R

For the six months ended 30 June 2013 HZ=F—=FA=1+HItEA

13.  DERIVATIVE FINANCIAL INSTRUMENTS (Continued) 13. FTESBIE(H)
During the Period, the fair value change in Call Option and Put Option of RABEER REHERZOHEZ
approximately HK$973,000 (six months ended 30 June 2012: approximately NEEZEHL AE9730008 T(HE =
HK$10,674,000) is charged to profit or loss. E-—FXA=THLEREAR: ¥A

10,674,000/87C) 2 BB &=k -

The fair value of Call Option and Put Option are calculated using the Black Scholes REPELNDLAEZATER S
Option Pricing Model at the 30 June 2013 and 31 December 2012. The inputs into —ZFXNAZTHRZZE—Z-%+=H
the model were disclosed in note |7. - BRARUR-FRNDETE
BAHE - AR Z 2HRMW T 17 R
o
4. SHARE CAPITAL 14, BE
Number Share
of shares capital
RGOEE R
’000 HK$'000
TR TER
Ordinary shares of HK$0.01 each FhREE BT EiBk
Authorised: ERE
At | January 2013 and 30 June 2013 RZF-=F—-HA—-Bk
—T-=FXA=TH 100,000,000 1,000,000
Issued: BT
At | January 2013 RZZE—=%—H—H 105,975 1,060
Rights issue (note) AR (BRET) 105,975 1,060
At 30 June 2013 RZE—=F-H=1H 211,950 2,120
Note: On 7 February 2013, the Company allotted and issued 105,974,992 shares by way of MiE: —E—=F_A+H A2FUEH
rights issue at a subscription price of HK$| per rights share on the basis of one rights BHRE-"ZE—=5—H+EH
share for every one share held on |5 January 2013. A —IRAR D AT R — AR A AR R

ZEEUZREBERERRD 1B
TR % 397 105,974,992 B A% 17

All the shares issued during the Period rank pari passu with the existing shares of RNEE AL RTRAENRE FEEAR
the Company in all respect. NEBERDEERZMA -
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Notes to the Condensed Consolidated Financial Statements

5. SHARE-BASED PAYMENTS

The Company has a share option scheme for eligible participants of the Group.

Details of the share options outstanding during the Period are as follows:

BRI R E R

For the six months ended 30 June 2013 B2 =F—=FA=THI~EA

15. URGBER 2R
ARERARERER2AERABR
e o AMEHARITE CBBIERR

(I
Number of
share options
BREHE
Outstanding at 30 June 2013 RZE—Z=F X A=+HHEKRTE 20,073

The following table discloses movements in the Company's share options during

TREBARANABRAN 2 BRES

the Period: & -
No. of share  No. of share
No. of share  No. of share options options
options options lapsed/  outstanding
asat adjusted cancelled asat
I January during during 30 June 2013 Exercise
2013 the Period the Period R=F-=% price per
Category of Date of share R-B-ZF - 8E  RA=tH share option
participants options granted -A-8z BB AN/E#Z HRAEZ  Exercise period BhERE
SRENE RHBRERS BREHR BREZE BREZE BREHE AEHE fTfE
(note i) (note iv)
iGd) GELY)
Directors
£
Wong Yin Sen 9 January 2008 3259 - (3259) — I January 2008 275958
IEZR “ET\E-ANA to 10 January 2013
ZET\E-AT-H
E-E-ZF-A1H
Hon Lik 9 January 2008 3259 - (3259) — 4 February 2008 275958
)| ZZE\F-ANA to 3 February 2013
“EEN\$_AMA
F_T-=f_A=H
Pang Hong (note ii) 9 January 2008 2172 - 2172 — |4 January 2008 275958

BB (PsE i)

2013 B &

ZZT\E-ANA

to I3 January 2013
e
E-E-ZF-A+=H
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Notes to the Condensed Consolidated Financial Statements

BEEN- R R E R

For the six months ended 30 June 2013 HZ=F—=FA=1+HItEA

I5. SHARE-BASED PAYMENTS (Continued)

15. BRGRERZNRA)

No. of share ~ No. of share
No. of share  No. of share options options
options options lapsed/  outstanding
asat adjusted cancelled asat
| January during during 30 June 2013 Exercise
2013 the Period the Period R=F-=% price per
Category of Date of share R-Z-=% by X#E RB=tH share option
participants options granted -B-B2 WEz &N/ HERTHEZ  Exercise period SHERE
SRENE RHBRERS BREHR BREHE BRERE BRERE EHE fTfeE
(note i) (note iv)
(FiF=E) (st )
Cheung Kwan Hung (note ii) 9 January 2008 2172 - 2172 — 1 January 2008 275958
SRR (M) “ET\F-ANA to 10 January 2013
“EE\E-AT-H
ET-=E-fTH
Ding Xun (note ii) 9 January 2008 2172 - 2172) — 22 January 2008 275958
TRz —Z2E\F-ANA t0 21 January 2013
—ZT)\F-A=+ZH
ECE-ZF-ACt-H
13034 -

DRAGONITE INTERNATIONAL LIMITED

2013 Interim Report



Notes to the Condensed Consolidated Financial Statements

BRI R E R

For the six months ended 30 June 2013 B2 =F—=FA=THI~EA

I5. SHARE-BASED PAYMENTS (Continued) 15. URGBAERZARE)
No. of share  No. of share
No. of share  No. of share options options
options options lapsed/  outstanding
asat adjusted cancelled asat
| January during during 30 June 2013 Exercise
2013 the Period the Period R=F-=% price per
Category of Date of share RZE-=% REH FE  AA=TH share option
participants options granted -B-B2 BBz &N/FHE2  MATHEZ  Exercse period BhERE
SRENE RHBERERS BREZE BREHE BRERE BREHR TEEE i@
(note i) (note iv)
(BitzE) (Pt )
Employees (in aggregate) 9 January 2008 38233 — (38233) — 6 February 2008 275958
& (#5) Z2T/\E-ANA to 5 February 2013
—ZE\§-ARA
F_E-=4_AnA
18 February 2008 2172 695 (2,867) — 17 March 2008 244215
ZEE\EZAT/A to 16 March 2013 (note v)
“ET\$ZA+tA (MfEv)
ECF-ZEZATRA
28 February 2008 4,345 1,390 (5735) — 27 March 2008 244215
“EE\F-AZTNB to 26 March 2013 (note v)
ZERE\F=A=t+H (Mizv)
ECR-ZREZACTRE
5 June 2008 4,345 1,390 — 5735 3 ]uly, 2008 216018
ZZT)\ERARA to 2 July, 2013 (note v)
—ZZ\§tA=H (MzEv)
E-T-ZHLACH
20 November 2009 10,862 3476 — 14338 20 November 2009 58392
ZEENET-ACZTH to 19 November 2013 (note v)
“EENET-ACTH (MfEv)
ECE-ZET-ATNHA
59957 20073

2013 B &
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Notes to the Condensed Consolidated Financial Statements

BEEN- R R E R

For the six months ended 30 June 2013 HZ=F—=FA=1+HItEA

I5. SHARE-BASED PAYMENTS (Continued) 15. URGBAERZARE)
No. of share ~ No. of share
No. of share  No. of share options options
options options lapsed/  outstanding
asat adjusted cancelled asat
| January during during 30 June 2013 Exercise
2013 the Period the Period R=F-=% price per
Category of Date of share RZZ-=% REH K#E RB=tH share option
participants options granted -f-Bz2 BEz &N/ EATHEZ  Exercise period SHERE
SRENE REBRERS BREZE BREHR RRERE BREHR TEEE %@
(note i) (note iv)
i) (FitzEw)
Others (note iii) 6 May 2008 4,345 1,390 (5,735) —  3June 2008 212751
Bt (Rba i) —ZZ\FLARE to 2 June 2013 (note v)
—ZER\FA=H iE)
E-T-ZHXACH
30 March 2009 32,586 10428 (43014) — 30 March 2009 139.655
ZEENEZAZTH t0 29 March 2013 (note v)
“ETNFZA=TR (M)
ECT-ZHZACThE
36931 -
Total nE 109922 20073
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Notes to the Condensed Consolidated Financial Statements

BRI R E R

For the six months ended 30 June 2013 B2 =F—=FA=THI~EA

I5. SHARE-BASED PAYMENTS (Continued)

Notes:

M

(i)

There

There is no vesting period for the share options granted except for 21,600,000 share
options granted during 2008 are subject to a vesting period of three stages with
33.33% of such options granted becoming exercisable on the first anniversary, another
33.33% becoming exercisable on the second anniversary and the remaining 33.34%
becoming exercisable on the third anniversary of the respective dates on which the

options were accepted.

Mr. Cheung Kwan Hung and Mr. Ding Xun resigned as independent non-executive
director on 28 June 2010. Mr. Pang Hong resigned as an independent non-executive

director on 29 February 2012.

These are individuals who rendered consultancy services in respect of management of
the Ruyan atomizing cigarettes and securities investments to the Group. The Group
granted share options to them for recognising their services similar to those rendered
by other employees. The consultancy services rendered by the consultants include,
among others, coordination of potential investment projects and advise on potential
acquisition and corporate exercises. In the opinion of the directors, the consultancy
services rendered by the consultants are similar to those rendered by the employees.
Therefore, the fair value of the share options granted to the consultants was
measured by the same accounting policies as that of the employees in accordance
with HKFRS 2.

The number of share options was adjusted immediately after the completion of the

rights issue on 7 February 2013.

The exercise price per share option was adjusted upon the completion of rights issue

on 7 February 2013.

is no share-based payment expenses in respect of its share options

recognised in the profit or loss for both periods.

6. RELATED PARTY TRANSACTIONS
The remuneration of key management during the Period was approximately

HK$2,545,000 (six months ended 30 June 2012: approximately HK$2,370,000).

2013 B &
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Notes to the Condensed Consolidated Financial Statements

BEEN- R R E R

For the six months ended 30 June 2013 HZ=F—=FA=1+HItEA

17.  FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS 17. €MIEZAVEE
Fair value of the Group’s financial assets and financial liabilities that are measured BREMEENQNTEHEZAEES
at fair value on a recurring basis MEERSRMABZATE
Some of the Group's financial assets and financial liabilities are measured at fair FEEROeREENCREENEE
value at the end of each reporting period. The following table gives information BEREATENE - TRIEEBEER
about how the fair values of these financial assets and financial liabilities are EATEAEZ28 7 BREE N A
determined (in particular, the valuation technique(s) and inputs used), as well as ErzSesmiEReREGZAYE
the level of the fair value hierarchy into which the fair value measurements are (BRIRFIERZEERERZE) K
categorised (levels | to 3) based on the degree to which the inputs to the fair value NVFEFEMRED 2 RTHERRIKTE(SE
measurements is observable. —B=H)ZER -
. Level | fair value measurements are those derived from quoted prices o EMNAVEEENEERTS
(unadjusted) in active market for identical assets or liabilities; BEREESBERECHRECK
CRB)ETZHE
. Level 2 fair value measurements are those derived from inputs other than o B_MNTEHESENE-—FRE
quoted prices included within Level | that are observable for the asset or Uz BESBBEZ TEREE
liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices); (EmREEAMER) K (BR
and BIRHER))ETZE 8 K
. Level 3 fair value measurements are those derived from valuation techniques o EBoMNVEAERFBERITIE
that include inputs for the asset or liability that are not based on observable HERBEmE8E EESAE
market data (unobservable inputs). SY(TABRL28) 2B EE

1258 -
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17.
(Continued)

Notes to the Condensed Consolidated Financial Statements

BRI R E R

For the six months ended 30 June 2013 B2 =F—=FA=THI~EA

FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS

7. $MIBZDFEFES)

Relationship of
Fair value as at unobservable
RT5IBHzATE Valuation Significant inputs to
30.6.2013 31.122012 Fair value techniques unobservable fair value
Financial assets —E-=f ZE-ZF  hierarchy and key inputs inputs BEEHESY
TREE AA=TH tZA=t-H ATERH HEFERIESE EABEBESY EATEZBE
) Investment in unlisted convertible ~ Assets - N/A Level 3 Discounted cash flow and Discount rate, determined based ~ The lower the
bonds classified as investments ~ HK$4,206,000 TER F=8 Binominal Option Pricing Model  on prevaling market rate of discount rate,
held for trading in the condensed &2 — RRRERR interest for similar instruments ~ the higher the
consolidated statement of 4206,00078 7T “EASRETEES WRE - RERUTE fair value
financial position Future cash flows are estimated 2 ERITIAHEETE TREBIE
) REESAGSRBEARE based on convertible bond AATEYS
RHRARERSREZ agreement and discounted at a
RE 23 LHAARES rate that investor's the credit risk
ARBEERDREARR
EXBEMTRLL
BEREECERRY
MEFR
Binominal Option Pricing Volatility determined The higher the
Model's key inputs: based on historical volatility, the
Volatility of 55.74%; volatiity of the higher the fair
Risk-free rate of 0673%; listed entity value
Spot price: HK$0.115 RIER TR RIEHS -
“EAHETERAL BririaET AATEES
IRZH:
08 55.74% :
EERME0673%
REE0IISET
2) Investments in listed equity Listed equity Listed equity Level | Quoted bid prices in an N/A N/A
securities classified as investments  securtties: securities in: -1k active market A TEH
held for trading in the condensed - Hong Kong - Hong Kong RS EARE
consolidated statement HK$161,090,000 HK$129,828,000
of financial position THRAER: EARAES
) REEBAGRMBARRT BB -%k
PEARERSRRREL 1610900008 12982800077

ERBARES
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Notes to the Condensed Consolidated Financial Statements

BEEN- R R E R

For the six months ended 30 June 2013 HZ=F—=FA=1+HItEA

7. FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS

7. $MIBZDFEFES)

(Continued)
Relationship of
Fair value as at unobservable
RT3IREZATE Valuation Significant inputs to
3062013 31.12.2012 Fair value techniques unobservable fair value
Financial assets —E-=f ZF-ZF  hierarchy and key inputs inputs BEBR2Y
LREE ~AZtA TZAZ+-B AVERR HEFERIESH EXELERSY BAVTECBE
3) Call Option/Put Option classified ~ Liabilities - Liabilities - Level 3 Black Scholes Option Pricing
as derivative financial instruments  HK$18,305,000 HK$17332000 =4 Model and key inputs:
in the condensed consolidated ~ BfE— BfE- Rur-FRESETERS
statement of financial position 183050007 17,332,000%7T REEZH

) REBERUBRARRT IR
AiTEeRTI A REHE/
BinHE

Reconciliation of Level 3 fair value measurements of financial assets

Equity value of HK$6,695,000;
Volatility of 31.58%;

Risk-free rate of 0.57%

A 6,695,000 87T
1B 31.58% :
ERERFIE057%

Equity value determined
based on business value
of Chinese Medicine Clinic
ERERPEY
LHEEBEETY

The lower the equity
value, the higher the
fair value
ERERE AR
TEER

EREEZE-QATEFEZHE

Call Investment in

Option/ convertible

Put Option instruments

RBHE/ RE

RIbHE ABRRTA

HK$'000 HK$'000

TRET TRT

At | January 2013 R-ZZE—=%—HF—H (17,332) —

Purchase BA — 20,000
Transfer to loan receivables upon change in terms RETF 78 8 50

by the counterparty BREERER — (5383)

Loss in profit or loss Bm BB (973) (10411)

At 30 June 2013 RZE—=F,A=1H (18,305) 4206
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18.

Notes to the Condensed Consolidated Financial Statements

BRI R E R

For the six months ended 30 June 2013 B2 =F—=FA=THI~EA

FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS
(Continued)

Reconciliation of Level 3 fair value measurements of financial assets (Continued)

Of the total loss for the Period included in profit or loss, HK$ 10,411,000 relates to
investment in convertible instruments classified as investment held for trading at the
end of the current reporting period and included in ‘change in fair value of financial

assets at fair value through profit or loss'.

Loss of HK$973,000 relates to the loss incurred on Call Option/Put Option

included in ‘other gains and losses'.

The chief financial officer of the Company is responsible to determine the

appropriate valuation techniques and inputs for fair value measurements.

In estimating the fair value of an asset or a liability, the Group uses market-
observable data to the extent it is available. Where Level | inputs are not available,
the Group engaged third party qualified valuers to perform the valuation. The
chief financial officer works closely with qualified external valuers to establish the
appropriate valuation techniques and inputs to the model. Chief financial officer
reports to executive directors semi-annually to explain the cause of fluctuations in

the fair value of the assets.

Information about the valuation techniques and inputs used in determining the fair

value of various assets are disclosed above.

EVENT AFTER THE REPORTING PERIOD

On 14 August 2013, the Group entered into the Assets Sale Agreement (“ASA”)
for the disposal of certain assets at a total consideration of US$75 million
(approximately HK$581,250,000) payable to the Group in the aggregate of (a) the
initial purchase price of US$50 million (approximately HK$387,500,000) and (b)
the deferred purchase price of US$25 million (approximately HK$193,750,000)
in aggregate. The ASA is subject to certain conditions precedent including the
shareholders’ approval at an Extraordinary General Meeting to be held by the
Company.
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BUSINESS REVIEW

The Group recorded an unaudited consolidated net loss of approximately HK$57,965,000
for the Period (six months ended 30 June 2012: approximately HK$ 56,386,000).
Turnover for the Period was a negative amount of approximately HK$23,238,000 (six
months ended 30 June 2012: negative turnover of approximately HK$10,496,000). The
net asset value of the Group increased from approximately HK$310,445,000 as at 31
December 2012 to approximately HK$356,079,000 as at 30 June 2013, representing a

[4.7% increment.

Loss for the Period was mainly attributable to the following factors:

I. The Group's securities portfolio suffered the net realized and unrealized losses
of approximately HK$30,503,000 (six months ended 30 June 2012: net loss of
approximately HK$16,578,000) on change in fair value of financial assets at fair

value through profit or loss (“FAFVPL") in the income statement.

2. Provision for doubtful debts on long outstanding other receivable amounted to

HK$4,580,000 (six months ended 30 June 2012: NIL) was made for the Period.

3. Sales of electronic cigarette products remained sluggish during the Period.

Health Care and Pharmaceutical Products

The Group improved its manufacturing plant in Shenyang during the Period and approval
was granted for the sales and production of Chenlong Baoling Longevity Ginseng product.
During the Period, the Group refined the new packaging of the ginseng products and is

expected to resume sales and production in the second half of 201 3.

Azithromycin Granules (Il) ( [BIZEZEFER (1)) ) and Rosiglitazone Hydrochloride
Capsules ( [EEBARLIR I ERB 2

during the Period. Trading of pharmaceutical products was stable during the Period.

1) remained as the Group's two key sales products
Turnover of pharmaceutical products for the Period was approximately HK$8,24 1,000,

representing a slight decrease of 7.3% from approximately HK$8,891,000 as compared to

the corresponding period last year.
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Management Discussion and Analysis

Electronic Cigarettes and Intellectual Property

In the first half of 2013, the Group consolidated distribution of electronic cigarettes in
the People’s Republic of China (the “PRC") while intemational sales were minimal and
orders for overseas markets like United Kingdom, France etc. were pending for lab test
results of new products, resulting in a decrease in tumnover of electronic cigarettes from
approximately HK$864,000 in 2012 to approximately HK$714,000 in 2013 as compared

with the corresponding period in the previous year.

Continued improvements in the atomization technology to deliver nicotine more
efficiently and at a sustained level over the life of the atomizer. RUYAN emphasizes on the
reliability of the design and manufacturing of its products. RUYAN provides an encased
stainless steel and leak-resistant cartomizer that houses the atomizer. During the Period,
Ruyan continued to develop and perform tests on several methods to ensure there were
no leakage and droplets inhaled through the mouth — a common problem within the

e-cigarette industry.

The last of the cases filed in 201 | for complaints of patent infringement of US Patent No.
7,832,410 has been closed during the Period. A division of U.S. Patent No. 8,156,944,
the Group's patent for the “Aerosol Electronic Cigarette,” has been issued by the United
States Patent and Trademark Office as United States Patent No. 8,365,742, (the 742
Patent”). United States Patent No. 8,375,957 (the 957 Patent”) for an “Electronic
Cigarette” was also issued during the Period. In addition, a continuation of the ‘410 Patent
(the patent for the “Aerosol Electronic Cigarette”) has been successfully issued in the
United States by the United States Patent and Trademark Office as United States Patent
No. 8,393,331, (the “331 Patent”).

Trading of Securities

Securities trading and investments remain the principal business of the Group and as a
treasury function, the Group invests its surplus cash in the Hong Kong securities market
with an aim to capture future appreciation of share price. The net realized gain on change
in fair value of FAFVPL amounted to approximately HK$5,517,000, (six months ended 30
June 2012: approximately HK$3,082,000). The net realized and unrealized losses incurred
by securities trading increased to approximately HK$30,503,000 for the Period (six
months ended 30 June 2012: approximately HK$16,578,000). As the deposit rate offered
by licensed banks in Hong Kong are minimal, the Group will continue to utilize the surplus

cash for short term securities investments and to diversify its investment portfolio.
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Property Investment

The Group has fully leased out the entire area (except the common area for public
access) of the premises situated at the basement of China United Centre, 28 Marble
Road, North Point, Hong Kong to a Chinese clinic and a western pharmacy, generating
a monthly rent of HK$410,000. Attributable to such rental income, the Group recorded
a segment turnover of HK$2,460,000 for the Period (six months ended 30 June 2012:
HK$2,220,000).

Money Lending
During the Period, the Group utilized part of its surplus cash to provide short-term
financing to certain individual borrowers. Interest income generated from money lending
business amounted to approximately HK$1,077,000 for the Period (six months ended 30
June 2012: NIL).

LIQUIDITY, FINANCIAL ANALYSIS AND CAPITAL STRUCTURE

As at 30 June 2013, the Group maintained a secured bank borrowing of approximately
HK$24,822,000 (31 December 2012: approximately HK$25,676,000). Such borrowing
was denominated in HKD, and thus, there was no exposure to fluctuations in exchange
rate. Gearing ratio of the Group decreased from approximately 8.27% as at 31 December
2012 to approximately 6.97% as at 30 June 2013. This calculation is based on net
borrowings mentioned above and shareholders’ funds of approximately HK$356,079,000
(31 December 2012: approximately HK$310,445,000). Cash and bank balances amounted
to approximately HK$38,866,000 (31 December 2012: approximately HK$34,881,000)
and total assets were approximately HK$438,200,000 (31 December 2012: approximately
HK$394,990,000). Net current assets of the Group on the same date amounted to
approximately HK$144,423,000 (31 December 2012: approximately HK$104,571,000).
As at 30 June 2013, inventories amounted to approximately HK$8,209,000, representing
a slight decrease of approximately HK$346,000 when compared with the amount as at 3|

December 2012. The Group had no material capital commitment as at 30 June 201 3.
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Management Discussion and Analysis

In order to improve the financial position of the Group, the Company completed a
rights issue on 7 February 2013 on the basis of one rights share for every share held on
the record date at the subscription price of HK$1.00 per rights share. Net subscription
price per rights share was approximately HK$0.961 and net proceeds of approximately
HK$101.83 million were raised. The funds raised during the Period were used to
strengthen the Group's financial position and provide working capital for its existing

businesses.

Pursuant to the option agreement dated 8 August 201 | relating to the possible acquisition
of Apex Corporate Investments Limited (“Apex”), the holding company of HON Chinese
Medicine Company Limited (“Clinic"), the exercise price of the call/put options is capped
at HK$75 million and the minimum is HK$25 million. The Group will keep itself appraised
of any future fund raising opportunities for investing in Apex and the Clinic if and when

the option is exercised.

FOREIGN EXCHANGE RISKS

The Group's operations in the PRC are mainly settled in Renminbi. However, securities
trading and investments, money lending, property investment and all corporate activities
such as rights issue are conducted in HKD. Therefore, the Group is exposed to
fluctuations in foreign exchange rate to a certain extent. Currently, the Group has no
formal hedging policies in place. The Group has not entered into any foreign currency

exchange contracts or derivatives to hedge against the Group's currency risks.

PROSPECTS FOR THE YEAR 2013 AND DEVELOPMENT PLAN

On 14 August 2013, the Company (as guarantor) and four of its wholly-owned
subsidiaries (as sellers) entered into an assets sale agreement (the “ASA") for the disposal
(the “Disposal”) of certain assets, including all intellectual property rights relating to the
Group's electronic cigarette business at the consideration of US$75 million. The closing
of the Disposal is subject to certain conditions precedent. Further details of the Disposal

were disclosed in the announcement of the Company dated 21 August 201 3.
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The net proceeds of the Disposal will be used to provide working capital for the existing
principal activities. The Board will utilize the net proceeds of the Disposal to fund
research and development of novel technologies, principally in the areas of altemnative
pharmaceutical solutions and health care options. In addition, the Board will seek to
identify suitable projects in the health care sector, and consider any new investment
opportunities when opportunities arise. Following closing of the Disposal, the Group will
continue to focus on its existing principal activities, including but not limited to the sales
and production of health care and pharmaceutical products, money lending, securities and

property investment.

DETAILS OF MATERIAL ACQUISITION AND DISPOSAL OF SUBSIDIARIES

There were no material acquisitions or disposals of subsidiaries during the Period.

PLEDGE OF ASSETS

At 30 June 2013, margin facilities of approximately HK$78,995,000 (31 December
2012: approximately HK$64,914,000) from regulated securities broker were granted
to the Group which were secured by the Group's FAFVPL with the carrying amount of
approximately HK$ 165,296,000 (31 December 2012: approximately HK$129,828,000).

At 30 June 2013, the Group pledged its investment property to secure its bank borrowing
of approximately HK$24,822,000 (31 December 2012: approximately HK$25,676,000).

CONTINGENT LIABILITIES
As at 30 June 2013, the Group did not provide any form of guarantees for any external
party and was not liable to any material legal proceedings of which provision for

contingent liabilities was required.

EMPLOYEE POLICY
As at 30 June 2013, the Group employed approximately 142 employees in the PRC and
Hong Kong. Employee remuneration packages are determined with reference to their

performance, experience, roles, duties and responsibilities in the Group.
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INTERIM DIVIDEND
The Board does not recommend the payment of an interim dividend in respect of the six
months ended 30 June 2013 (six months ended 30 June 2012: NIL).

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND SHORT
POSITION IN SHARES AND UNDERLYING SHARES

As at 30 June 2013, the interests and short positions of the directors and the chief
executive of the Company in the shares, underlying shares and debt securities of the
Company or any of its subsidiaries or associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance (the “SFO™)) which are required (i) to
be notified to the Company and the The Stock Exchange of Hong Kong Limited (“Stock
Exchange”) pursuant to Part XV of the SFO (including interests or short positions which
they are taken or deemed to have under such provisions of the SFO); or (i) pursuant to
section 352 of the SFO, to be entered in the register referred to therein; or (iii) pursuant
to the Model Code for Securities Transactions by Directors of Listed Issuers (the “Model
Code") as set out in Appendix 10 to the The Rules Governing the Listing of Securities
on the Stock Exchange (the “Listing Rules”) to be notified to the Company and the Stock

Exchange were as follows:-
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HtENEE

Long positions in ordinary shares and underlying shares of the Company as at 30 June

2013:

RZF-ZFRAZTA  ARAIERBRKEHE
R e RAFIIMT

Approximate

percentage
Number of of the issued
issued ordinary share capital

shares of  of the Company

the Company EATFE
Name of Director Capacity RATFBRT BITRA
BEEps g% EERHA ZBHNEDE
(Note /)
(Hez1)
Mr. Wong Yin Sen Interest of 1,672,650 0.79%
controlled corporation (Note 2)
IEREE R EB R (W17 2)
Mr. Hon Lik Interest of 1,672,650 0.79%
controlled corporation (Note 2)
BhORE R EB R (W17 2)
Notes: Wi

I The percentage of shareholding in the Company is calculated by reference to 211,949,984

shares in issue as at 30 June 201 3.

2. These represent the interests in the 1,672,650 shares of the Company directly held by
Absolute Target Limited which is controlled as to 46.25%, 42.5% and |1.25% by Mr. Wong
Yin Sen, Mr. Hon Lik and Mr. Wong Hei Lin respectively.

Save as disclosed above, as at 30 June 2013, none of the directors and chief executive
of the Company had any interests or short positions in the shares, underlying shares and
debt securities of the Company or any of its subsidiaries or associated corporations that
are required to be recorded pursuant to section 352 of the SFO, or otherwise notified to

the Company or the Stock Exchange pursuant to the Model Code.
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES OF THE
COMPANY

Save as disclosed under “Share-Based Payments” relating to the share options granted by
the Company in note |5 to the condensed consolidated financial statements, at no time
during the Period was the Company or any of its subsidiaries a party to any arrangements
to enable the directors of the Company to acquire benefits by means of acquisition of
shares in, or debt securities (including debentures) of, the Company or any associated
corporations, and none of the directors of the Company, or their spouses or children
under age of |8, had any right to subscribe for the shares or debt securities of the

Company or had exercised any such right during the Period.

DIRECTORS’ INTERESTS IN CONTRACTS

There was no contract of significance to which the Company, its holding company,
subsidiaries or fellow subsidiaries was a party and in which a director of the Company had
a matenial interest, whether directly or indirectly, subsisted at the end of the Period or at

any time during the Period.

SUBSTANTIAL SHAREHOLDERS

So far as is known to directors of the Company, as at 30 June 2013, the persons or
companies (other than directors or chief executive of the Company) who had interests
or short positions in the shares and underlying shares of the Company which fall to be
disclosed to the Company under Part XV of the SFO, or which were recorded in the
register of substantial shareholders required to be kept by the Company under section

336 of the SFO were as follows:
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Approximate
Number of shares percentage
Name of Shareholder Capacity of the Company of shareholding
REREZH g FREARHBE BREBNEIL
(Note 1)
(it 1)
Unity Investments Holdings Limited (Note 2) Interests of controlled corporation 20,020,000 9.45%
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Notes:

I The percentage of shareholding in the Company is calculated by reference to 211,949,984

shares in issue as at 30 June 2013.

2. These shares are held by Great Panorama International Limited which is a wholly-owned

subsidiary of Unity Investments Holdings Limited.

Save as disclosed above, as at 30 June 2013, no person, other than the directors of the
Company, whose interests are set out herein this report, had registered an interest or
short position in the shares or underlying shares of the Company that was required to be

recorded pursuant to section 336 of the SFO.

SHARE OPTION SCHEME

At an extraordinary general meeting of the Company held on |7 December 2012, an
ordinary resolution was duly passed to adopt a new share option scheme. The old share
option scheme adopted by the Company on 30 May 2003 was terminated upon passing

of the ordinary resolution to adopt the new share option scheme.

Details and the movement of the share option scheme of the Company are disclosed in

“Share-based Payments™ in note |5 to the condensed consolidated financial statements,

PURCHASE, SALE OR REDEMPTION OF SECURITIES
During the Period, neither the Company nor any of its subsidiaries had purchased, sold or

redeemed any of the listed securities of the Company.

MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as set out in Appendix |0 to the Listing
Rules as its own code of conduct regarding securities transactions by the directors of
the Company. Having made specific enquiries of all directors of the Company, they all
confirmed that they have complied with the required standard set out in the Model Code

during the Period.

DRAGONITE INTERNATIONAL LIMITED
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CORPORATE GOVERNANCE

The Board is responsible for performing the corporate governance duties with written
terms of reference. Save as disclosed below, the Company has complied with all code
provisions of the Corporate Governance Code (the “Code’) during the Period as set out

in Appendix 14 to the Listing Rules.

Code Provision A4.| stipulated that non-executive directors should be appointed for a
specific term and be subject to re-election. The non-executive directors of the Company
are not appointed for a specific term of office, which constitutes a deviation from A4.1 of
the Code. However, all non-executive directors of the Company are subject to retirement
by rotation and re-election at annual general meeting of the Company in accordance with
the Company's Articles of Association. As such, the Company considers that sufficient
measures have been taken to ensure that the Company's corporate governance practices

are no less exacting than those in the Code.

AUDIT COMMITTEE

The interim results for the Period have been reviewed by the audit committee of the
Company. The audit committee comprises four independent non-executive directors of
the Company, namely Mr. Chung Yuk Lun, Mr. Liu Kwong Sang, Mr. Lam Man Sum, Albert
and Mr. Ho Tak Fun.

REMUNERATION COMMITTEE

The duties of the remuneration committee of the Company include making
recommendations on the Group's policy and structure for remuneration package of
the directors and senior management, evaluation and making recommendation on
other employees’ benefit arrangements. The remuneration committee comprises four

independent non-executive directors of the Company, namely Mr. Chung Yuk Lun, Mr.

Liu Kwong Sang, Mr. Lam Man Sum, Albert and Mr. Ho Tak Fun.

NOMINATION COMMITTEE

The primary duties of the nomination committee include (i) reviewing the structure, size
and composition of the Board; (ii) selection of individuals nominated for directorships;
(iii) assess the independence of independent non-executive directors; and (iv) make
recommendations to the Board. The nomination committee comprises the managing
director and four independent non-executive directors of the Company, namely, Mr. Gary
Drew Douglas, Mr. Chung Yuk Lun, Mr. Liu Kwong Sang, Mr. Lam Man Sum, Albert and
Mr. Ho Tak Fun.

2013 B &

Other Disclosure Information

HtERNE

hEER

EZCARERRREEE  AERTMIIGE
BARE B TXAREEN  KRRRHA
—E&T MRS OAEEEERTA
(=P8I Z B8 <7 RIS -

FALETRRSORTE - FFRTESEIARE
FHRE TEEEME  ARAFFRTESY
FUBEFHRE ARBETAUFEALI R 2
M AREABFRTESBREARAZE
BARMRARARRBEFAS LBEERNLE
BEL - Al ARAR/EEREREIR
EARANEREERERATERTRIFTH
hak

ERZEE
THEZTRRECHARAIERZESE
B BRREERARRINABUFNTESR
(ENEEMEL  BEAKLE  HERETERA
BFE)AMK

FHZESE
AREFMEZEEREBRYARERR AR
ESNRAEERTFMIRARRAER - 1
HEMEREEMNLFETHERREEER - &
WEEemARRNE BN TES(AER
BEE BRESLE  MEREERMESE
B °

REZE®
REZESIERERR()EHNESG LR
BBRERER (WBERERESFNHA
T (iNFHEBUFRTEETNE LN &
(WAEFGRLER - REZECHARA
BRHERBEMEBEIERTES (BlGary
Drew Douglasft 4 - EEE B E - BEER
- ERGEERAES L L) B e

2EEBRBRLA

43



44

Other Disclosure Information

HtENEE

BOARD OF DIRECTORS

As at the date of this report, the members of the Board are as follows:

Executive Directors Independent non-executive Directors
Mr. Wong Yin Sen (Chairman) Mr. Chung Yuk Lun
Mr. Gary Drew Douglas Mr. Liu Kwong Sang
(Managing Director) Mr. Lam Man Sum, Albert
Mr. Hon Lik Mr. Ho Tak Fun

Ms. Chan Mee Sze
Mr. Lam Suk Ping

The Board has approved the unaudited condensed consolidated financial statements of

the Group for the six months ended 30 June 2013.

APPRECIATION
The Board would like to express our gratitude and sincere appreciation to its business

partners, management and staff members, and shareholders for their continuous support.

By order of the Board
Dragonite International Limited
Wong Yin Sen

Chairman

28 August 2013
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