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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

BRGEEEaRAMEEKER

For the six months ended 30 June 2014 EZ=ZF—NFA=+HIEANEA

Six months ended

BETSIEHLERER
NOTES 30.6.2014 3062013
(g ZE-IF —T-=F
AA=tAH AA=TH
HK$'000 HK$'000
T TR
(unaudited) (unaudited)
(REER) (REEEZ)
(restated)
(g=31)
Continuing operations RECEXRS
Turnover EEH
Sales of goods HEEm 10,648 8,241
Cost of goods sold HE AR (6,168) (4.197)
4,480 4,044
Dividend income BEMA 582 292
Interest income from loans receivable R ERZ M EHA 3,570 1,077
Change in fair value of financial assets BRATEFABRZE
at fair value through profit or loss REELRATEZE 401,636 (30,503)
410,268 (25,090)
Other income Hep A 10,973 307
Other gains and losses Hih BE (2,712) (2014)
Distribution costs KIHER (1,016) (845)
Administrative expenses {TH (25,359) (10,881)
Other expenses Hihx it (25,226) (3,680)
Finance costs MKER — (379)
Profit (loss) before tax HAE R (E18) 366,928 (42,582)
Income tax expense PrEHi i 4 (249) (592)
Profit (loss) for the period from HNREREEHET
continuing operations (E1]) 5 366,679 (43,174)
Discontinued operations CREREEE
Loss for the period from discontinued operations ~ HARE 4% | HE & ¥ K E B 6 (4,731) (14791
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

BRGEEEaRAEMGEEKRER

For the six months ended 30 June 2014 HZ2=F—NFXA=THIENEA

Six months ended

BETHRHLEABA
NOTES 30.6.2014 3062013
(g ZE-IF —E-=F
AA=1H ~NA=TH
HK$°000 HK$'000
TET FET
(unaudited) (unaudited)
(REEX) (REEZ)
(restated)
(K=51)
Profit (loss) for the period BRI (E1E) 361,948 (57,965)
Other comprehensive (expense) income Hih2m () A
ftems that may be reclassified subsequently HENReER» B E
to profit or loss: B2 IER
Exchange differences arising on translation MBI EREE
of foreign operation 5= (300) 616
Total comprehensive income (expense) HAZEBA(ZL)BE
for the period 361,648 (57,349)
Eamings (loss) per share BREM(EE)
From continuing and discontinued operations REFELE
BRIEREER
Basic AR 8 171787 (029)787T
Diluted B 8 TEHA 0.29)% 7T
From continuing operations REFELEED
Basic i 8 17385 02257
Diluted #E 8 1738 7T 022)7T

2014 B 8 &
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Condensed Consolidated Statement of Financial Position

BB RS B AR OR &

At30June 2014 R-E—WEA=1H

NOTES 30.6.2014 31.12.2013
UL —g-ns —g-=%
AB=t+H +ZA=1+—H
HK$°000 HK$'000
TET FAT
(unaudited) (audited)
(RIBER) (&%)
Non-current assets *RBEE
Property, plant and equipment MmE - BEREE 9 28,461 29,499
Investment property REME 9 — 140,000
Deferred consideration BERE 10 65,620 61573
Available-for-sale investment AENERE [l 12,500 —
Prepaid lease payments BRNHERR 2,564 2,627
Deposits paid for acquisition of property, W - BB K&
plant and equipment wARE 3421 3,339
112,566 237,038
Current assets RBEE
Inventories BE 6,652 4,889
Financial assets at fair value BRAFEFTABRRL
through profit or loss PREE 12 893,564 599,317
Trade receivables JEUE 5 8RR 13 1,962 2,165
Loans receivable FERER 14 288,481 90,474
Deposits, prepayments and Be - BEREK
other receivables Hi el 8R 18 5911 7,001
Deferred consideration i 10 111,698 104,871
Prepaid lease payments BRNHERE 82 82
Bank balances and cash RITHEHR MRS 42,043 37614
1,350,393 846,413
Current liabilities REBEE
Trade payables [ E SR 15 2,907 2,869
Accruals and other payables FEET A R B B (T AR 50,705 33911
Derivative financial instruments TESRTE |6 20,899 19,220
Taxation payable ERTHIE 40,926 41,577
115,437 97577
Net current assets REBEEZRE 1,234,956 748,836
NET ASSETS EEFE 1,347,522 985,874
Capital and reserves BERRf#E
Share capital R 17 2,120 2,120
Reserves f#E 1,345,402 983754
TOTAL EQUITY ERAE 1,347,522 985,874
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Condensed Consolidated Statement of Changes in Equity

For the six months ended 30 June 2014 EZE—F

BRGREERE B X

Eﬁ/\ﬂ -I—EHJ:/\

Toul

Share Non- Sare equiy

Sre  premum  Shareholders  Transhton  cstrbutabe option Merger Specl  Rewined  anrbuable

apil accout— contribution reserve reserves reserve reserves reserves eamings  to owners

BEARE

B4 BGEER  BRME  ERAR ARONER RERER  oFER  GERE  RERR  RAME

HRSO0  HKSO0 HKSO0 HGD0 RSO0 RSO0 RSO0 HSI0 HSI0 HSI0

TRt TR TER TR TR TR TA&rn T TEn TEn

(noted) (note) (note ) (rote)
(Kta) (Kzzb) (W) (it

At ey 013 i) #oE-=E-f-A(HER) 10 IR Y7 [/ T U 86 (1067%) I e 30

Lossfortre perod Smek - - - - - - - - )

Other comprehensve income for the perod ImEfRERA - - - 8l6 - - - - - 816

Totacomprehensve ncome (expense) for the paiod HMEEAA(RR) 88 - - - 6l - - - - )

fsue of shares upon rghs sue RERAETRD 1060 (04915 - - - - - - - 105975

Transacion osts atrbutale o s of s EfRitans - (2991) - - - - - - - (1991)

Traner pon forfture of shee options RuEhERER - - - - - (109 - - 109 -

At 30 e 2013 (e RoE-ZERAZTR(KEER) U0 W R HTB U BT (10167%) I %M

At oy 204 (i) AoE-mE-A-A(EE0) U0 M Wm B U = (10673 I8 e

Proftfor he period i - - - - - - - - kM kM

Otrercomprehense expense for te perod BRERRTRY - - - (300) - - - = = (30)

Totd comprehensie expense) income for the period IMAE(RL AR - - - (30 - - - - R e

A 30 e 014 (e KZ3-BERA-TR(FEER) D W AW B W = (06PY 3 I M
Notes: Bzt -

(@)  Shareholders’ contribution represents the amounts contributed by shareholders of Tre 29

Investment (Holdings) Limited (formerly known as “Ruyan Investment (Holdings) Limited")

(“Tre 29") 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 (“PRC") under the PRC laws

and regulations.

() 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.

(d)  The merger reserve represents (i) the share capital of Tre 29 (ii) the carrying amount of

equity interest in Tre 29 held by the non-controlling parties and (iii) the fair value of the

considerations paid for acquisition of Tre 29 during the year ended 31 December 2007.

2014 B 8 &
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Condensed Consolidated Statement of Cash Flows

FRGAERERER

For the six months ended 30 June 2014 HZ—Z—WFA=FHINEA

Six months ended

8

BETHBHLEREAR
NOTES 30.6.2014 3062013
& —E-mF —T-=F
AA=t+H NA=TH
HK$'000 HK$'000
TERT TAET
(unaudited) (unaudited)
(REER) (REEER)
Net cash used in operating activities REEHMAREFE (118,227) (74,984)
Investing activities REEE
Purchase of property, plant and equipment BAME  HERR (4,320) (521
Deposits paid for acquisition of property, plant WEME - BB RRE
and equipment Pt e (107) —
Disposal of subsidiaries HEHEAA] 18 139,988 —
Purchase of available-for-sale investment BATHNERE (12,500) —
Purchase of financial assets at fair value BARLTEFAERR
through profit or loss LERMEE — (40,100)
Proceeds from disposal of financial assets at fair HERATER AR
value through profit or loss LERMEE TR — 17,975
Net cash from (used in) investing activities REEDMGER)RSFHE 123,061 (22,646)
Financing activities MEEE
Repayment of borrowings BRER - (854)
Interest paid REREAE) — (800)
Issue of new shares BITHAR — 105975
Expenses of issue of shares BRI 2 X — (2992)
Net cash from financing activities REZBAEREFE — 101,329
Net increase in cash and cash equivalents RekRaSERAE T 4,834 3699
Cash and cash equivalents at beginning of the period Hi¥lZ i & KIRE&EFEEE 37,614 34,881
Effect of foreign exchange rate changes EXEHs ¥E (405) 286
Cash and cash equivalents at end of the period MRzRERREEEEE 42,043 38,866
Analysis of the balances of cash and cash equivalents & MIREFEIRE < EAD T
Bank balances and cash RITERRRE 42,043 38,866

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 2014 B2 —Z—MEA=+HIENEA

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, securities trading and investments and money lending in Hong Kong.
During the six months ended 30 June 2014 (the “Period”), the Company ceased
the operation of property investment in Hong Kong upon disposal of certain
subsidiaries (see note 18). In additions, during the year ended 31 December 2013,
the Company ceased the operation of production and sales of atomising cigarettes.

Details of the discontinued operation are disclosed in note 6.

The functional currency of the Company is Hong Kong dollars (“HK$"). For the
purposes of presenting the condensed consolidated financial statements, the Group
adopted HK$ as its presentation currency for the convenience of the readers. The
directors consider HK$ 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 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 Period are
consistent with those followed in the preparation of the Group's consolidated

financial statements for the year ended 31 December 2013.

2014 B 8 &

—REH
2EERERDA(RRADRALE
SHMAIAERLERAR  £RH
RERBERZHMERDE LN -

ARRA—EREEZERAR - EWBEL
RIZEEXBREERBE —RIIRE
Em BEEM FFEFEREUR
REBETER -REE-T-NERX
A=ZTHRLEREATERE]) - ARF
REEETHBRARARITBRELERLE
MERERME8) o dtih REEZ
E-Z5+-_A=t—-HLFE X2
AITBEELERHEERLE - B&LE
MERB 2 FENHIE 6 BE -

ARRIMNEEERETET] - &
HREENE  AKEZIEHELH
BHRRERABTAHZIIER -EF
RRETLARARARRRAERES
HOEHY o

TEEHER
BREEMBRRIBRERE LKA LR
8 ERATEAECET2RIAR
fJ‘\ o

R ESN - AR RE S B RE
FRAZ T BERFEAEZRERA
EBRBE_T-—=F+_A=t—RL
FRZEANBERAMKBEEEH -3 -

axErsRAE 9



Notes to the Condensed Consolidated Financial Statements

BEEN- R R E R

For the six months ended 30 June 2014 HZE-Z—WFA=+HINEA

10

PRINCIPAL ACCOUNTING POLICIES (Continued)

In the current Period, the Group has applied, for the first time, the following new
Interpretation and amendments to Hong Kong Financial Reporting Standards
("HKFRSs") issued by the Hong Kong Institute of Certified Public Accountants
("HKICPA") that are relevant for the preparation of the Group's condensed

consolidated financial statements:

HKFRS 10, HKFRS 12 and Investment entities
HKAS 27 (Amendments)

TEREHER M)

NAHE  FEEERERATHEE
giMmAg((BEEQMAg)mE
HERERAREERA HHERKIAR
MEBHBRERM(EERBREE
Rl RER -

BEMBHREED REERE
£ 105

BRRBREER
F12%R
A G L]
£ 275K (BFTA)
HKAS 32 (Amendments) Offsetting financial assets and financial liabilities BB &R BHEEBEER
FRHUBITR)  LREHE
HKAS 36 (Amendments) Recoverable amount disclosures for BE e LR FeREEL
non-financial assets F36HEFIA)  AUEEERE
HKAS 39 (Amendments) Novation of derivatives and continuation ESHEeTEL| TETEERRY

of hedge accounting

HK(IFRIC) - INT 21 Levies

The application of the above new interpretation and amendments to HKFRSs in
the Period has had no material effect on the condensed consolidated financial

statements of the Group.

DRAGONITE INTERNATIONAL LIMITED

F39RBITAR)  hEhHEZIEE
BE(ERMBRE BE

2EZEE)
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Notes to the Condensed Consolidated Financial Statements

BRI R E R

For the six months ended 30 June 2014 HZ-F—NFA=FH I~

SEGMENT INFORMATION
The Group's executive directors are the chief operating decision makers as they
collectively make strategic decisions towards the Group's operations based on

nature of business.

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
() securities trading and investments
(d)  money lending

During the Period, operation regarding the property investment in Hong Kong (the
“Property Investment”) was discontinued due to the disposal of certain subsidiaries

(details as set out in note 18).

In additions, during the year ended 31 December 2013, operation regarding the
atomising cigarettes was discontinued due to the disposal of certain Group's assets

(details as set out in note 6).

The segment information reported below does not include any amounts for the

discontinued operations, which are disclosed in note 6.

2014 B 8 &
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Notes to the Condensed Consolidated Financial Statements

BEEN- R R E R

For the six months ended 30 June 2014 HE-Z—FA=+HItANEA

3. SEGMENT INFORMATION (Continued)

For the six months ended 30 June 2014

3.

PEER (&)
BE-_Z-WEAA=+TAHLEAEA

Securities
Health care Pharmaceutical trading and Money
products products  investments lending  Consolidated
BHEHE
REER BEER kRE X o)
HK$'000 HK$000 HK$'000 HK$°000 HK$°000
TER TER TER TEx TER
Continuing operations FEREER
Segment turnover DEEXR
Sales of goods HEEM 102 10,546 = = 10,648
Change in fair value of financial assets 1ZAFEFT ABEZ
at fair value through profit or loss EHMEENRTEE — = 401,636 = 401,636
Dividend income i S A — — 582 — 582
Interest income from loans receivables FEU & 32 F B ULA — — — 3,570 3,570
102 10,546 402,218 3,570 416,436
Segment (loss) profit SE(EE)EF (1,870) 125 402,216 3,406 403,877
Other income HA A 10,973
Change in fair value of derivative TEEMIAZ
financial instruments NFEE (1,679)
Unallocated corporate expenses AOBEATEZH (46,243)
Profit before taxation 5 50 A e
(continuing operations) (FBIREET) 366,928

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 2014 HZ-F—NFA=FH I~

3. SEGMENT INFORMATION (Continued) 3. PEEN®)
For the six months ended 30 June 2013 (restated) BE-_Z-—=FXA=1tHLLAEA
(FEF)
Securities
Health care  Pharmaceutical trading and Money

products products investments lending  Consolidated

REEmM BEER KA ER e}

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

TET TR TET TET TAT

Continuing operations RESEER
Segment turnover DEEERE
Sales of goods HEEm — 8,241 — — 8,241
Change in fair value of financial assets EAFEF AB&= 2

at fair value through profit or loss ERMEENDTEE — — (30,503) — (30,503)
Dividend income BEBA — — 292 — 292
Interest income from loans receivable JEUE F 2 F SUA — - — 1,077 1,077

— 8,241 (30211) 1,077 (20,893)

Segment (loss) profit 28 (BR) &R (1,698) 1,195 (30,227) 1,060 (29,670)
Other income HAn A 307
Change in fair value of derivative TEemMIAZ

financial instruments REELZH 073)
Unallocated corporate expenses AABL AR (11,867)
Finance costs HMBER 379)
Loss before taxation BRI &1

(continuing operations) (FHEIREET) (42.582)
Segment turnover from continuing operations includes proceeds from sales of }zg?ﬁgﬁ/\\g%%ﬁzﬂ*ﬁMﬁﬁ FhiNE
goods, dividend income and interest income from loans receivable. In addition, the EYMMEEE  REWAREREZFHE
chief operation decision maker also considers change in fair value of financial assets WA o AN g,zg BRBENEERA
at fair value through profit or loss (excluding derivative financial instruments) as TEAANBEZEREE(TBEES
segment turnover. BMTRE)ATEFESELDBEEE -
Segment (loss) profit represents the loss from/profit earned by each segment AEE(EB)BMNESSBELEZER/
without allocation of certain other income, change in fair value of derivative B ETEAABTEMKA - FTE
financial instruments, unallocated corporate expenses and finance costs on other SRTEZATERS Ao AF Y
borrowings. This is the measure reported to the chief operating decision maker for ERHEMERCHEER WA EE
the purposes of resource allocation and performance assessment. BEBERABREERzAEAN  UESHE

BRREERE -

2014 51 5 & 2EEBERLA



Notes to the Condensed Consolidated Financial Statements

BEEN- R R E R

For the six months ended 30 June 2014 HZE-Z—WFA=+HINEA

4. INCOME TAX EXPENSE

4.

P8 x i
Six months ended
BETSIBHLERER
30.6.2014 30.6.2013
—E-QmF —EB-=F
AA=tH ~NA=TH
HK$’000 HK$'000
T TAT
(unaudited) (unaudited)

(REER) (RE&ER)

PRC Enterprise Income Tax REPRAEHR

249 592

No Hong Kong Profits Tax is payable by the Company or its subsidiaries operated

in Hong Kong since they had no assessable profit for both periods.

Under the Law of the PRC on Enterprise Income Tax (the “EIT Law") and
Implementation Regulation of the EIT Law, the tax rate of the PRC subsidiaries is

25% from | January 2008 onwards.

14 DRAGONITE INTERNATIONAL LIMITED
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5.

Notes to the Condensed Consolidated Financial Statements

BRI R E R

For the six months ended 30 June 2014 HE-F

PROFIT (LOSS) FOR THE PERIOD FROM CONTINUING OPERATIONS

5.

Eﬁ/\ﬂ +E|Jt/\

HARELERERN(BR)

Six months ended

BET5 AHLEREA
30.6.2014 30.6.2013
—B-mF —EB-=F
RA=TH ~NA=TH
HK$’000 HK$'000
T TAT
(unaudited) (unaudited)
(REER) (RE&ER)
(restated)
(g=&71)
Profit (loss) for the period from continuing operations i BT £ m F (E18)
has been arrived at after charging (crediting): B (GEA) THER -
Amortisation of prepaid lease payments BNHEEREZEH 43 e
Cost of inventories recognised as an expense BRAAI ZFEKA 6,168 4197
Staff costs (including directors’ emoluments) BEIHRX(BRESEME) 8,582 5,702
Depreciation of property, plant and equipment ME  BERRBEIHE 1,159 920
Allowance for bad and doubtful debts REREE
(included in other gains and losses) (GtARMEE) 772 —
Interest income from bank balances RITEEERM B WA
(included in other income) (FTAEMHRA) (12) (5)
Effective interest income from deferred consideration EIEREZBRFI S YA
(included in other income) (FEAEAHA) (10,874) —
2EEBRERAA

2014 B 8 &
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Notes to the Condensed Consolidated Financial Statements

BEEN- R R E R

For the six months ended 30 June 2014 HZE-Z—WFA=+HINEA

6.  DISCONTINUED OPERATIONS 6.
The results of the discontinued operations (i.e. the Property Investment) included
in the loss for the current and prior periods from discontinued operations are set
out below. The comparative loss and cash flows from discontinued operations have
included the atomising cigarettes business, which was classified as discontinued
operation in the prior year. Loss for the period from discontinued operations is

analysed as follows:

BRIEEEER
SPARERER 2 AIHE

ERIEEEXH

BRZEREEZXB(AINERE)Z

FEHIIWMT - BRI

REXBILE

FEIASRECBRBILERE H

ERFI—FENBRAD

RIEEERR -

HARREELXBEBEIFNT :

Six months ended

BET5BEHLEAEA

30.6.2014 3062013

—B-mF —EB-=F

AA=tH ~NA=T1H

HK$°000 HK$'000

TER TAET
(unaudited) (unaudited)
(REER) (REERZ)

Turnover HER 2,050 3,174
Cost of goods sold HEMAR — (1322)

Other income HAA — 20
Other gains and losses HA g — (3,539)
Distribution costs LIHE = (2610)
Administrative expenses TH (173) (3,094)
Other expenses HAh > (650) (6,999)
Finance cost 5 & — (42
Profit (loss) before taxation BMaras (&R) 1,227 (14791)
Loss on disposal of subsidiaries (note |8) HEMBLRIZEE (HE8) (5,958) —
Loss for the period from discontinued operations HIRE R R EEBER (4,731) (14791)

16 DRAGONITE INTERNATIONAL LIMITED
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Notes to the Condensed Consolidated Financial Statements

6.  DISCONTINUED OPERATIONS (Continued)

For the six months ended 30 June 2014 HE-F

Loss for the period from discontinued operations included the following;

B 75 SR Ak Y AE

Eﬁ/\ﬂ +E|Jt/\

BEEG

BRIEEEXB @)
HANERIEREEBBREFAATIE
15 :

Six months ended

BETSIEHLERER
30.6.2014 3062013
—E-mF —F=F
AA=1H ~NA=TH
HK$'000 HK$'000
T TRT
(unaudited) (unaudited)
(REER) (REEZ)
Cost of inventories recognised as an expense RRFAXZFERAR — 322
Depreciation of property, plant and equipment ME - BERREITE 8 155
Staff costs (including directors” emoluments) BETMx (BEEEHME) — 2,381
Allowance for obsolete inventories HIHTERE
(included in cost of goods sold) (GTASHERAR) — 1,000
Research expenses (included in other expenses) MERx GIAEMAX) — 8
Legal and professional expenses EEREXER
(included in other expenses) (FrAHRMRX) 650 6991
Cash flows from discontinued operations: ERIREEBZRENE
Net cash flows used in operating activities REEBMARESREFHE (518) (6,706)
Net cash flows used in investing activities KERDARE RE T (3,838) (72,992)
Net cash flows from financing activities RMELBAEHREFE 3,405 102,795

7.  DIVIDEND

An interim dividend of HK$2.25 per share (six months 30 June 2013: nil) was

declared. The interim dividend will be payable in cash.

2014 B 8 &
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Notes to the Condensed Consolidated Financial Statements

BEEN- R R E R

For the six months ended 30 June 2014 EZ=ZF—NFA=+HIEANEA

8.  EARNINGS (LOSS) PER SHARE 8. BREA(EA)
For continuing and discontinued operations BFESERDRIEREER
The calculation of the basic and diluted eamings (loss) per share attributable to the RAREAEANEBEGERERRESAT
owners of the Company is based on the following data: (B8 DR T8RS -
Earnings (loss) &R (B8)
Six months ended
BET5BEHLEAEA
30.6.2014 30.6.2013
—E-mF —E-=F
AA=1H ~NA=TH
HK$°000 HK$'000
TERT FET
(unaudited) (unaudited)

(REER) (REE&E%)

Eamnings (loss) for the purpose of basic and diluted ~ F{ERTEBREA R B H R T
earnings (loss) per share (profit (loss) for the period  (E518) Z &% (E518) (KA F

attributable to owners of the Company) BAEANEGEHREM(ER)) 361,948 (57,965)
Number of shares R EE
Six months ended
BET5BEHLEAEA
30.6.2014 3062013
—B-mF —B-=F
AA=1H NHA=TH
‘000 ‘000
Tk Thx
Weighted average number of ordinary shares for the  F{Eat B GIREAR K&
purposes of basic and diluted earnings HERN (B8 2
(loss) per share L @R T8 211,950 198,010
No separate diluted earings per share information has been presented as there R ABHEAY BETENETEL R
were no potential ordinary shares outstanding for the Period. R B EST2NGREZRIER -
The computation of diluted loss per share for the six months ended 30 June BE_Z-=F A=THILAEAZ
2013 does not assume the conversion of the Company's share options since their BRESHRZAEVRRRIAATE
assumed conversion would result in a decrease in loss per share. hiEEER  REARBRRAERSERE
REERD -
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Notes to the Condensed Consolidated Financial Statements

BRI R E R

For the six months ended 30 June 2014 HZ2=F—NFXA=THIENEA

8. EARNINGS (LOSS) PER SHARE (Continued)

From continuing operations
The calculation of the basic and diluted earnings (loss) per share from continuing

operations attributable to owners of the Company is based on the following data:

BREN(HR) @)

REFEALERE
AEAREHREARERELERB
SRERREER N (EE) A TFIE
BRER

Six months ended

BETSIEHLERER
30.6.2014 3062013
—B-IF —T-=F
AB=TH AA=TH
HK$'000 HK$'000
TR TRT
(unaudited) (unaudited)
(REER) (REEZ)
Earnings (loss) are calculated as follows: BM(BR)2AEMT
Profit (loss) for the period attributable to the owners XA BHHB ARG ARG (EE)
of the Company 361,948 (57,965)
Less: loss for the period from discontinued operations J& : B A% I & EFFEANE1R 4731 14,791
Farnings (loss) for the purposes of basic and diluted ~ BEETEHELEEBETRERR
earnings (loss) per share from continuing operation ~ EEZR T (EE) 2 &7 (BE) 366,679 (43,174)

The denominators used are the same as those detailed above for basic and diluted

earmnings (loss) per share.

From discontinued operations

Basic and diluted loss per share from discontinued operations is HK$0.02 per share
(six months ended 30 June 2013: HK$0.07 per share), based on the loss for the
period from discontinued operations of HK$4,731,000 (six months ended 30 June
2013: HK$14,791,000) and the denominators detailed above for basic and diluted

eamings (loss) per share.

2014 B 8 &
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Notes to the Condensed Consolidated Financial Statements

BEEN- R R E R

For the six months ended 30 June 2014 HZE-Z—WFA=+HINEA

9.  MOVEMENT IN PROPERTY, PLANT AND EQUIPMENT AND 9. YE BMERREURKRENEN

INVESTMENT PROPERTY 25

During the Period, additions to the Group's property, plant and equipment NAHE KEBYE  BMENLEKREZ
amounted to approximately HK$4,320,000 (six months ended 30 June 2013: REKR432000BT(HE_T—=F
HK$521,000). SNA=ZTBIEREA < 521,000087T) ©
The Group disposed of certain property, plant and equipment and investment R & Central Town£E % AEE S
property with an aggregate carrying amount of approximately HK$3,911,000 and Rl & 4 BR T B 4 &83911,00078 7T &
HK$ 140,000,000 respectively upon the Central Town Group Disposal (see note 140,000,000 T2 & T - BE k&
18). EARIB S (BT 18) -

An impairment loss of HK$261,000 (six months ended 30 June 2013: HK$NIl) was FEBE26I00BT(BE-S—=F
recognised in profit or loss during the Period included in other gains and losses. ANA=ZTRIEAER  TEL)ERAKH

Az B NHERGIALBAR) -
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Notes to the Condensed Consolidated Financial Statements

BRI R E R

[0. DEFERRED CONSIDERATION

For the six months ended 30 June 2014 HZ2=F—NFXA=THIENEA

10. EZERE

As disclosed in note 6, the Group has ceased the atomizing cigarettes business at

a consideration of US$75 million (equivalent to approximately HK$581,250,000).

The consideration of US$50 million (equivalent to approximately HK$387,500,000)

has been received during the year ended 31 December 2013. Based on the asset

sale agreement, the consideration receivables of US$15 million (equivalent to

approximately HK$116,250,000) and US$10 million (equivalent to approximately
HK$77,500,000) will be received on the first and second anniversary of the

completion date of disposal respectively. The details of fair value on consideration

receivable at initial recognition are disclosed as below:

BEEHEGS

MIEE 6 AT ER + AN & B 1L 75,000,000
TL(FEE H 47581,250,00078 70 ) 2 (R B
LT E S © 50,000,000 T (HHE R
#7387,50000087C) < REEREE=T
—ZF+ZA=+-HLEFEKRR R
15,000,000 7L (15 &
FA#) 116,250,000 % 7T ) &2 10,000,000 5% 7T
(F8& R 4977,500,00078 70 ) 2 [ (B
BARRTRARGEE-RE_BFK

B BUREBRERBERZ A TENE
HEWT
Fair value
Effective at initial
interest rate recognition
Amount per annum BHIRHER
gl ERERR ZDVE
HK$'000 HK$000
Ti#x TET
Due first anniversary of the completion R ETTK
date of the disposal REREE —BF 3 116,250 1331% 102,595
Due second anniversary of the completion 7 11 & 52K
date of the disposal AR % —AF 3 77,500 1341% 60,224
193,750 162,819

During the Period, an effective interest income on deferred consideration of

approximately HK$10,874,000 (six months ended 30 June 2013 nil) is recognised

to profit or loss.

2014 B 8 &

RAERE  BEREZERFBERAL
108740008 T(HE T —=F <A
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Notes to the Condensed Consolidated Financial Statements

BEEN- R R E R

For the six months ended 30 June 2014 HZE-Z—WFA=+HINEA

Il.  AVAILABLE-FOR-SALE INVESTMENT . AHHERE

30.6.2014 31122013

—E-mE “T-=F

AB=ZtH +ZA=1+—-H

HK$'000 HK$'000

THER FET

(unaudited) (audited)
(REER) (&)

Unlisted equity security, at cost FLEMBRAER  ERAE 12,500 —

Unlisted equity security represents investment in private liability company
incorporated in the British Virgin Islands. The business of this entity is manufacturing
in luxury yacht. It is measured at cost less impairment at the end of the reporting
period because the range of reasonable fair value estimates is so wide that the
directors of the Company are of the opinion that its fair value cannot be measured

reliably.

2. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

FEMBRAFEFERNRBRLESEM
RIALZTARRZEE - ZEBNES
REEREER - FEMBRAFEZFR#
EHRERARREE E o ﬁEmAA
BRAVFEGHEEARZ  AHAR
ESRABHELFEELNSETE

2. BRAFESABRCZEHEE

30.6.2014 31.122013

—EF-nE —B-=F

ARA=tH t+ZA=1—H

HK$’000 HK$'000

T THET

(unaudited) (audited)
(REER) (BERK)

Held-for-trading investments FHER ZRE 893,564 599,317
Held-for-trading investments comprise of equity securities listed in Hong Kong and RIERGRAGBZREBENEELTZ

their fair values are based on quoted market bid price. & 7R E
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3.

14.

Notes to the Condensed Consolidated Financial Statements

For the six months ended 30 June 2014 EHZE—Z

TRADE RECEIVABLES

The Group allows an average credit period from 60 days to 270 days to its trade
customers. The following is an aged analysis of trade receivables net of allowance
of doubtful debts presented based on invoice dates, which approximates the

respective revenue recognition dates, at the end of the reporting period:

BRI R E R

Eﬁ/\ﬂ _I—EHJ:/\

13. BEWEZKRE
ARERTHESRPATH60ZE270
AZEEH - UTARBRESBHRBER
AEWEEREH B HETIEK
EHRBONBRRIERE) 2RO -

30.6.2014 31.12.2013
—E2-mF —T-=F
AA=+tH +ZHA=+—H
HK$’000 HK$'000
THER FAET
(unaudited) (audited)
(REER) (RER)
0 - 60 days 0-60H 575 1,955
61 - 90 days 61-90H — |75
91 - 180 days 91-180H I,164 25
181 - 270 days 181-270H 223 10
1,962 2,165
LOANS RECEIVABLE 14 EREH
30.6.2014 31122013
—E-mEF “T-=F
AA=+H +ZA=1+—H
HK$’000 HK$'000
TERT FET
(unaudited) (audited)
(REEXK) (RER)
Unsecured fixed-rate loans receivable EHHTEBRKER 288,481 90,474

As at 30 June 2014, loans receivable represented loan provided to borrowers with
effective interest of 5% per annum and had contractual maturity dates between 5

months to | year as at 30 June 2014. The loans receivable was unsecured.

Loans receivable at the end of reporting period are neither past due nor impaired.

The Group did not provide impairment loss to loans receivable.

2014 B 8 &

RZZE-—NFSA=+H EREHRE
MERAREZEREMNERSERZ
)?\ MERA=ZTRZEHEHANT
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Notes to the Condensed Consolidated Financial Statements

BEEN- R R E R

For the six months ended 30 June 2014 HZE-Z—WFA=+HINEA

I5. TRADE PAYABLES 15. BNEZRE
Trade payables principally comprise amounts outstanding for trade purchases. The ENZESEBIEREEFHEZRE
normal credit period taken for trade purchases is 30 - 60 days. BeHE -BHRBZREEHRRIE
60H °
The aged analysis of trade payables presented based on the invoice date at the end ATARREHRBEZZHERYE
of the reporting period is as follows: NESERBERRDHT
30.6.2014 31122013
—E-pE —F-=F
ARA=tR fTZA=t-H
HK$'000 HK$'000
TR TR
(unaudited) (audited)
(REERK) (RER)
0 - 30 days 0-30H 60 6l
31 - 60 days 31-60H — —
61 - 90 days 61-90H — —
Over 90 days but less than | year HEIEOR B IF — 41
Over | year i F 2,847 2,767
2,907 2,869
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6.

Notes to the Condensed Consolidated Financial Statements

BRI R E R

For the six months ended 30 June 2014 HZ2=F—NFXA=THIENEA

DERIVATIVE FINANCIAL INSTRUMENTS 6. fTEE€MIA
30.6.2014 31.122013
—E-NE —T-=F
~A=+tHA +ZA=+—H
HK$'000 HK$000
TET FAT
(unaudited) (audited)
(REBER) (RER)
Call Option/Put Option REHE R EE 20,899 19220

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"),
a wholly-owned subsidiary of the Group, to require the Vendor to sell entire
equity interest in Apex Corporate Investments Limited ("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.

The Call Option and Put Option are exercisable within 5 years from the 8 August
2011 conditional upon the completion of the Vendor's contribution of an interest
free loan or by way of equity of HK$25 million to Chinese Medical Clinic. As at
31 December 2013 and 2012, the Vendor's interest free loan to Chinese Medical
Clinic is less than HK$25 million and both Call Option and Put Option are not
exercisable as at 3| December 2013 and 2012. The option exercise price is HK$25

million.

During the six months ended 30 June 2014, the fair value change in Call Option
and Put Option of HK$1,679,000 (six months ended 30 June 2013: HK$973,000) is

recognised to profit or loss.

The fair value of Call Option and Put Option are calculated using the Black Scholes
Option Pricing Model at the 30 June 2014 and 31 December 2013. The inputs into
the model were disclosed in note 20.

2014 B 8 &

HEGENERBOBLE=A(E
A RAAREEEENB 2 & Nation
Wealth Holdings Limited([NWHL]) #&
HRBEHE  TE2REARNWHLEE
Apex Corporate Investments Limited([ #
B BREHERD YL
BETFESMORRER(HERRE
) (GrEl BEEE ) ¢ R (i) NWHLA
BERREREEE  TERNWHLEE
HREmR G MR E R (SRR 5

B PEZHARABTNZEAMNBER
E—J o

RERERRCHETIR T ——FN
ANBRAHSFANTE  EEFEAM
B FTIE A 25,000,000 8 LA B E K
FUABRAF X EAZ S BT E A T E
E-BE-_Z-=ER-_T-—-F+=
A=+—8 BARFEZMIAHT
BB 25000,00087T c AEZE
ZECFRIT-ZF+ZRA=1—
ARERERRGHESTATE - 5
17185 25,000,000 8 7T ©

REBEZE-ZE-—NFEF~A=ZFTHLAME
A REHRRREERATES
1,679,000 8 TL(BE-T—=F A=T
BIEMEA 1 973000787 ) RIBZERER
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Notes to the Condensed Consolidated Financial Statements

BEEN- R R E R

For the six months ended 30 June 2014 HZE-Z—WFA=+HINEA

7. SHARE CAPITAL 17. BRZ&
Number Share
of shares capital
REBE A
'000 HK$'000
TH TRT
Ordinary shares of HK$0.01 each BREE00 BT L@k
Authorised: ETE
At | January 2014 and 30 June 2014 RZZE-NF-A—-BR 100,000,000 1,000,000
—T-MFERA=TH
Issued: BET
At | January 2014 and 30 June 2014 RZZE—ME-HA—HRK 211,950 2,120
“T-MFERA=TH
8. DISPOSAL OF SUBSIDIARIES 18. HEHBATR
During the Period, the Group entered into a sale agreement to dispose of the NAREE REBFTT—BHEED
entire equity interest in Central Town Limited and its subsidiaries (the “Central 20 LL140,000000 T2 REREH
Town Group”), which operated the Group's property investment in Hong Kong £ Central Town Limited 2 £ W B A 7
for a consideration of HK$140,000,000 by cash to an independent third party (the ([Central TownEE )7 2T —
“Disposal”). The Disposal was completed on 14 May 2014. ZBIE=F([ZHE]) + Central Town

SERBREEAREINERE - %
HER-T-NFERATHARER

Analysis of assets and liabilities over which control was lost: KERGEZBENBEDT

HK$'000

TER

(unaudited)
(REER)

Property, plant and equipment mE - BEREE 3911
Investment property REME 140,000
Deposits, prepayment and other receivables Be - BNFEREMERERE 2,855
Bank balances and cash RITRBLEEE 12
Accruals and other payables JERTIRIE K EL At FE £+ BRI (820)
145,958
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Notes to the Condensed Consolidated Financial Statements

BRI R E R

8.

9.

For the six months ended 30 June 2014 HZ2=F—NFXA=THIENEA

DISPOSAL OF SUBSIDIARIES (Continued) 18. HEMBAR(E)
HK$'000
TER
(unaudited)
(REER)
Net loss on disposal of subsidiaries: HENBA R EEFE
Cash consideration RerE 140,000
Net assets disposed of BEEEEFE (145,958)
Loss on disposal of subsidiaries HEMB LR EE (5,958)

Net loss on disposal of HK$5,958,000 was included in profit or loss for the Period
from discontinued operations in the condensed consolidated statement of profit or

loss and other comprehensive income.

H & 7 B8 58 5,958,000 78 7T 7 A R 47
ABRFREMZEARERFALEHEE

HK$'000
TER
(unaudited)
(RBER)
Net cash inflow arising on disposal: HEEFZRENEFHE -
Cash consideration RerE 140,000
Bank balances and cash disposed of BHERTEBRLER S (12)
139,988
RELATED PARTY TRANSACTIONS 19. B¥ARXS

The remuneration of key management during the Period was HK$ 1,883,250 (six
months ended 30 June 2013: HK$2,545,500).

2014 B 8 &

AEEETZERBENT A 1,883,250
TEBE_E—=FA=Z1THIE A
B 2,545,50087T)
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Notes to the Condensed Consolidated Financial Statements

BEEN- R R E R

For the six months ended 30 June 2014 HZE-Z—WFA=+HINEA

20.

FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS

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

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

categorised (levels | to 3) based on the degree to which the inputs to the fair value

20, SRMIAZAFEFERE
BREMBELRAFEEZLXEGE
BEERLHEEZ A FE
rEEHHeBEERERABENSZ
WERERATEFE TREREHR
BRATEHEZ2EZBREF N
ETRELREERSRABIATE
(BRIRMERZEERERZE) Rk
DNEEFEMED 2 AFERBIKFE(E

measurements is observable. —B=H)ZER -
. Level | fair value measurements are those derived from quoted prices . E—LATETERNEERTS
(unadjusted) in active market for identical assets or liabilities; MEREENEAENEZRE(XK
MR ETTZAE
¢ Level 2 fair value measurements are those derived from inputs other than o BIRATEHEENE-LHRE
quoted prices included within Level | that are observable for the asset or NNz BESBEZJEREE
liability, either directly (i.e. as prices) or indirectly (ie. derived from prices); (EmREEAER) K HE(BER
and BIRER))ETZE 8 K
. Level 3 fair value measurements are those derived from valuation techniques . E=W AT EFEEFEERTIE
that include inputs for the asset or liability that are not based on observable AN ERmEHEEENBE
market data (unobservable inputs). LY (TBR2H) L EREE
T25tE e
Fair value as at
Fair value as at 31.12.2013
Financial assets/ 30.06.2014 R=B-=F Fair value Valuation technique(s)  Significant
financial liabilities R=Z-m%F +ZB=1-H hierarchy and key input(s) unobservable input(s)
LHAE/SRAR AAZTHZRYE 2AYE NYHERR fRERERIESE EABLRREE
Financial assets at fair Listed equity securities Listed equity securities Level | Quoted bid prices in N/A
value through profit — HK$893,564,000 ~ HK$599,317,000 an active market
orloss
RATE AR FRAES FRAES o RERTELEARE @A
LEHEE —89356400087T  —599.317000/7T
Derivative financial Liabilties Liabilties Level 3 Black Scholes Option Equity value of
instruments - HK$20,899,000 - HK$19,220,000 Pricing Model with the HK$4,101,000
key input of equity value
EEBIA BE-20899,0008T BE-192200008T H=R BuUR-SEAHE  EAE4101000/ET

DRAGONITE INTERNATIONAL LIMITED
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20.

Notes to the Condensed Consolidated Financial Statements

BRI R E R

For the six months ended 30 June 2014 HZ2=F—NFXA=THIENEA

FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS (Continued)

Reconciliation of Level 3 fair value measurements of financial assets

20.

ERMIAZAVENERE(A)
ERMEECE-QATENBZEE

Call

Option/

Put Option

REBHE

RREE

HK$'000

FET

At | January 2014 (audited) RZZE-—NF-A—B(KEZ) 19,220
Unrealised loss in profit or loss Baz AERER 1,679
At 30 June 2014 (unaudited) RZE—NEA=TH(REERZ) 20,899

Loss of HK$1,679,000 relates to the loss incurred on Call Option/Put Option

included in other gains and losses during the Period.

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.

EVENTS AFTER THE REPORTING PERIOD

On 7 August 2014, the Company declared an interim dividend of HK$2.25 per
share amounting in aggregate of HK$476,887,464 to shareholders of the Company.
Also, the Company proposed a bonus issue on the basis of four bonus shares
for every share of the Company, subject to the shareholders’ approval at an

extraordinary general meeting of the Company.
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Management Discussion and Analysis

IEE;T nﬂﬂ& *ﬁ

BUSINESS REVIEW

The Group recorded an unaudited consolidated net profit of approximately
HK$361,948,000 for the Period (six months ended 30 June 2013: net loss of
approximately HK$57,965,000). Turnover for the Period was approximately
HK$410,268,000 (six months ended 30 June 2013: negative amount of approximately
HK$25,090,000). The net asset value of the Group increased from approximately
HK$985,874,000 as at 31 December 2013 to approximately HK$1,347,522,000 as at 30

June 2014, representing a 36.7% increment.

Profit for the Period was mainly attributable to the net realized and unrealized gain on
change in fair value of financial assets at fair value through profit or loss (“FAFVPL")
of approximately HK$401,636,000 (six months ended 30 June 2013: net loss of
approximately HK$30,503,000).

Health Care Products

The Group resumed the sales and production of Chenlong Baoling Longevity Ginseng
products in the last quarter of 2013. The Group first concentrated its resources to launch
the ginseng products in cities within Zhejiang province in the PRC during the Period. As
spring and summer are the low seasons for selling ginseng products, turover of health
care products for the Period was approximately HK$102,000 (six months ended 30 June
2013: HKSNI).

Pharmaceutical Products

Azithromycin Granules (Il) ( [P & &(ZREKXL(1l)] ) and Rosiglitazone Hydrochloride
Capsules ( [ EEL & FIERBRE | ) are the two key products of the Group for this
business segment during the Period. The performance on trading pharmaceutical products
in the PRC remained stable. During the Period, the Group acquired a westem pharmacy
store in Hong Kong and has commenced selling pharmaceutical products, supplements,
health foods, wines and related grocery products. Total turnover generated from the
sales of pharmaceutical products for the Period was approximately HK$ 10,546,000,
representing an increase of 28.0% from approximately HK$8,241,000 as compared to
the corresponding period last year. The segment profit for the Period amounted to
approximately HK$125,000 (six months ended 30 June 2013: approximately HK$1.2

million).

DRAGONITE INTERNATIONAL LIMITED

¥BEE
ARERABRRGEREERGE G FE
£1361,948000 B T (BE=ZE—=F A=1
BIEARMEA - B1EFEE£57,965000/8 7T ) °
AHEEEBNE410268008T(BHE-T
— =R AZTHILEAER: EEENEE
25090000 7T) c AREzEEFEHR_F
—=F+=-A=1+—H%7985874000 B L ZE

T-UFESNA=TH#A 13475220008 T
1218 536.7% °

THEEMNERERNEAFEFAREZE
BEE(RLATEFABRRZZEREE]) L

NTEEHELEERERAERREFEYN
401,636,000 B THHE(BE S —=F A
=+ HIEANEA: BEFE 430503000
L) °

REEM
AEER-_Z-=5ENFREHERLER
ERERZER - RAHHE A&EEEETE
REFERNIESERTHREAZER - @R
BEFRAZEMIHERT  AHRRE
EmZEEENR1020008T(BE-T—=
EXNAZTHLEANEAR : TET) °

BEER
%$%ﬁ~&**%%ﬂw&ﬁ@%ﬁﬂw%
RAEBAEBHBIMELEERM - £F
BHEEMEEZRARBTE - RAHHE - K
%EE%%W%—%E@E~ﬁ%&%%@
Em RER RERG BEEREHEESE
Emo AAMBEEBEERELZBEEEN
#10,546,00078 7T + B A A 348,241,000 78

TCHE R 28.0% o ANEARE 2 23S F 4 & 125,000
/ﬁﬂi(@i_z i/\ﬂ ‘|’E|JJ:/\1IE /]

1,200,000 7T ) °

2014 Interim Report



Management Discussion and Analysis

Trading of Securities

As the deposit rates offered by licensed banks in Hong Kong are minimal and as a treasury
function, the Group continues to utilize its surplus cash for short term securities trading
and investments in the Hong Kong securities market with an aim to capture future
appreciation of share price. The net realized and unrealized gain in securities trading
substantially increased to approximately HK$401,636,000 for the Period (six months
ended 30 June 2013: net loss on the change in fair value of FAFVPL of approximately
HK$30,503,000). The net realized gain on change in fair value of FAFVPL amounted
to approximately HK$39,754,000 (six months ended 30 June 2013: approximately
HK$5,517,000).

Property Investment

The Group had fully leased out its investment property situated at the Basement of
China United Centre, located at 28 Marble Road, North Point, Hong Kong to generate
a monthly rental income of HK$410,000 before the disposal of the aforesaid investment
property. During the Period, the Group recorded a segment tumover of approximately
HK$2,050,000 (six months ended 30 June 2013: HK$2,460,000).

On 14 May 2014, the Group completed the disposal (the “Disposal”) of the entire issued
share capital of and the shareholder’s loan to Central Town Limited and its subsidiaries
(the “Central Town Group”). The Group has no longer owned the aforesaid investment

property and no further rental income has been generated since the Disposal.

Money Lending

During the Period, the Group utilized part of its surplus cash to provide short-term
financing to individual borrowers. Interest income generated from money lending business
amounted to approximately HK$3,570,000 for the Period (six months ended 30 June
2013: approximately HK$1,077,000). Loan receivables increased from approximately
HK$90,474,000 as at 31 December 2013 to approximately HK$288,481,000 as at 30 June
2014.
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LIQUIDITY, FINANCIAL ANALYSIS AND CAPITAL STRUCTURE

As at 30 June 2014, the Group did not have any secured bank borrowings (31 December
2013: HK$NIl). Gearing ratio of the Group remains zero as at 3| December 2013 and
30 June 2014. Cash and bank balances amounted to approximately HK$42,043,000 (31
December 2013: approximately HK$37,614,000) and total assets were approximately
HK$1,462,959,000 (31 December 2013: approximately HK$1,083,451,000). Net current
assets of the Group on the same date amounted to approximately HK$1,234,956,000
(31 December 2013: approximately HK$748,836,000). As at 30 June 2014, inventories
amounted to approximately HK$6,652,000, representing an increase of approximately
HK$1,763,000 when compared with the amount as at 3|1 December 2013. The Group

has no matenial capital commitment as at 30 June 2014.

As at 30 June 2014, the issued share capital of the Company was 211,949,984 shares of
HK$0.01 each.

FOREIGN EXCHANGE RISKS

The Group's operations conducted in the PRC are mainly settled in Renminbi. However,
securities trading and investments, money lending, operation of pharmacy store and
property investment are conducted in HKD. Therefore, the Group is only 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 2014 AND DEVELOPMENT PLAN

During the Period, the Group set up a start-up to develop wine trading business focused
on the PRC market to capture the demand by corporate clients. The Group has entered
into distribution agreements with six independent wine suppliers, all of which are chateau
located in Bordeaux, France, in order to secure the source of wines. Moreover, the Group
has entered into two agency agreements with two corporate clients, one from Taiwan
and the other one from China. It is expected that wine trading business will become one

of the principle activities of the Group.
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Management Discussion and Analysis

As it is the tradition of Chinese people to purchase ginseng products as energy booster
in autumn and winter, the Board believes that by enhancing stronger sales network in the
PRC, turnover from the sales of health care products will improve in the second half of
2014. In addition, the Group has relocated its retail store, ceased selling pharmaceutical
products and switched its focus to other personal care and fragrance products as well as
wines recently. It is expected that the brand new image of its retail store “Rainbow" may

achieve better return in future.

Following the disposal of the electronic cigarette business in 2013 and an investment
property during the Period, the Group intends to identify suitable projects and new
investment opportunities. The Group will also attempt to explore and appraise the

opportunities in other business segments, thereby achieving better revenue and retum.

DETAILS OF MATERIAL ACQUISITION AND DISPOSAL OF SUBSIDIARIES
On 9 January 2014, the Group acquired from an independent third party the entire
interest of King Delight Holdings Limited which holds 100% equity interests of Rainbow
Pharmacy Co,, Limited (“Rainbow Pharmacy"), a limited company incorporated in Hong
Kong, at a cash consideration of HK$800,000. Rainbow Pharmacy was principally engaged

in operation of a western pharmacy in Hong Kong.

On 21 January 2014, the Group entered into a conditional agreement to sell the entire
issued share capital of and the shareholder’s loan to the Central Town Group at the
consideration of HK$140 million. The principal asset of Central Town Group is the
investment property situated at the Basement, China United Centre, 28 Marble Road,
North Point, Hong Kong. The Disposal completed on 14 May 2014.

PLEDGE OF ASSETS

At 30 June 2014, margin facilities of approximately HK$315,287,000 (31 December
2013: HK$280,964,000) from regulated securities brokers were granted to the Group
which were secured by the Group's FAFVPL with the carrying amount of approximately
HK$893,564,000 (31 December 2013: HK$599,317,000).

2014 B 8 &

EEE W R D

REEZBEAZEmERBRETEANE
B EFgEG ERETEMBEEEL
ARAZE-—METHFHERBERL &

ot ARAEECENELHETER
BT EBHEBEER MEELEBEHEM
AAEBRBEKERRBGE BHTERHE
[Rainbow |2 2 & B& AT BV BT B3 o

R-E-=ZFHEEFERHERRABHLE
RENZRR  ARERVE/EIRE LMK
BRE  AKREEE NERNHEEMRS
PRHE - NERE iR R -

ERRBRHEENBRRFE

R-ZZE-—NE—-ANLE XEENUREK
fE800000 LM — BB F =77 B
A Rainbow Pharmacy Co., Limited([Rainbow
Pharmacy ) (—FEERAFMALMNERRA])
2 EHER Z King Delight Holdings Limited 2 2
%5 ° Rainbow Pharmacy = EE & B¢ S0 &

@ L
JEACE o

RZZE-—ME-AZ+—H KAEEFL—&E
BB - 14000000078 T2 R 1B H &
Central Town&B 2 2HBEEITRARREE
# o Central Towvn KRB TEBERNNES
ILABEERERPOMEZRENE - %
HER-T-NFRATHEAT -

EEER

RZE-—NEAA=1TH FEERZRER
FEEARTRESEEEL315287,00087T
(ZF—=F+ZA=+—H :280964000 %
L) UASERREEA 8935640008 (=%
—ZF+-A=+—H 1593170008 1) 2
BRATEABR EHEEER -

2EEEERAT 33



34

Management Discussion and Analysis
EEENWR DM

CONTINGENT LIABILITIES
As at 30 June 2014, 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 2014, the Group employed approximately 128 employees in the PRC
and Hong Kong. Employee remuneration package is determined by their performance,

experience, role, duties and responsibilities of the Group.
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INTERIM DIVIDEND

On 7 August 2014, the Board declared an interim dividend in respect of the year ending
31 December 2014 of HK$2.25 per share (2013: NIL), which is expected to be payable
on Monday, | September 2014 to Shareholders whose names appear on the register of

members of the Company on Friday, 22 August 2014.

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

As at 30 June 2014, 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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Long positions in ordinary shares and underlying shares of the Company as at 30 June

2014

W-Z-MmEXASTAE  AATEERRA
BRGRNRRAEIIMT ;

Approximate
percentage of
Number of the issued

issued ordinary share capital

shares of  of the Company

the Company ERRE

Name of Director Capacity ERRCBIT BIREZ

ESfR L3 EBRHE BRED

(Note /)

(K1)

Mr. Wong Yin Sen Interest of controlled corporation 1,672,650 0.79%
IEREE REGERER (Note 2)
(Hiz2)

Mr. Hon Lik Interest of controlled corporation 1,672,650 0.79%
BHRE REGERER (Note 2)
(Hiz2)

Notes: P

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

shares in issue as at 30 June 2014.

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 2014, 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

At no time during the six months ended 30 June 2014 (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 18, 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 material 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 2014, 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 percentage of
shares of shareholding
Name of Shareholder Capacity the Company e
RRAH &5 ARARGEAE BREI
(Note )
(Bt 1)
HEC Capital Limited (Note 2) Interest of controlled corporation
HEC Capital Limited(#1i#2) R ERER 41,229,400 19.45%
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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 2014.

2. These shares are held by Murtsa Capital Management Limited which is an indirect wholly
owned subsidiary of HEC Capital Limited.

Save as disclosed above, as at 30 June 2014, 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 17 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 of the share option scheme of the Company are disclosed in the Company's

annual report for the year ended 31 December 2013.

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 10 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.
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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 shall be appointed for a
specific term and be subject to re-election. The non-executive director and independent
non-executive directors of the Company have not appointed for a specific term of office,
which constitutes a deviation from A4.1 of the Code. However, the non-executive
director and all independent non-executive directors of the Company are subject to
retirement by rotation at the 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 of 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, Ms. Chan
Mee Sze, Mr. Chung Yuk Lun, Mr. Liu Kwong Sang, Mr. Lam Man Sum, Albert and Mr. Ho
Tak Fun.
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BOARD OF DIRECTORS

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

Executive Directors
Mr. Wong Yin Sen (Chairman)

Ms. Chan Mee Sze (Managing Director)

Mr. Lam Suk Ping

Non-executive Director

Mr. Hon Lik

Independent non-executive Directors
Mr. Chung Yuk Lun

Mr. Liu Kwong Sang

Mr. Lam Man Sum, Albert

Mr. Ho Tak Fun

The Board has approved the unaudited condensed consolidated financial statements of

the Group for the six months ended 30 June 2014.

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

22 August 2014
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