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CONDENSED CONSOLIDATED
INCOME STATEMENT

For the six months ended 30 June 2015

The board of directors (the “Board”) of REXLot Holdings Limited (the
“Company”) announces the unaudited consolidated interim results of
the Company and its subsidiaries (together, the “Group”) for the six
months ended 30 June 2015 together with the unaudited comparative
figures for the corresponding period in 2014 as follows:

BE €

BE—F—AFNA=1THINER

WERREERERAR (AR EFS ([E
EELENARAREMBAR (58 RE
BDAEE_ZT-RAFANA=ZTHRLEREAZRESE
AT HESL ER-_T-NFRBZRAEEZ
HEHEFHT :

Six months ended 30 June
BHEXNA=+THLEXREA

2015 2014
—E-EHE —E—mF
(Unaudited) (Unaudited)
(REER) (REFEZ)
(Restated)
(&g=E7))
Notes HK$’000 HK$'000
B 5 FET FET
Turnover BER 4 848,843 917,014
Cost of sales/services rendered SHE IRERF 2 KA (256,937) (273,393)
Other income H g A 6,271 4,637
Other gains, net H fth Uk 25 0F B8 36,919 5,980
Selling and distribution expenses HERDHEER (34,621) (36,837)
Loss on deconsolidation of a subsidiary LIEESRE AR—E
MiEB AR ZEIE 17 = (9,397)
Administrative expenses THEHR (159,842) (104,655)
Operating profit mERF 440,633 503,349
Finance costs g A (99,152) (68,288)
Share of profits of joint ventures NhE g EET 740 9,151
Profit before taxation B % B s A 5 342,221 444212
Taxation 1A 6 (18,323) (18,540)
Profit for the period HA SR 323,898 425 672
Attributable to: LT AL
Equity shareholders of the Company ARARERKR 332,873 438,356
Non-controlling interests I IR 2 (8,975) (12,684)
323,898 425,672
Dividend 1% 8 7 - 2.30 cents {lll
Earnings per share for profit attributable to AATERERREMLER
equity shareholders of the Company ZEBREF 8
- Basic —EK 3.34 cents 1l 4.89 cents 1l
— Diluted —#E 3.34 cents 1l 4.60 cents 1l
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CONDENSED CONSOLIDATED STATEMENT OF

COMPREHENSIVE INCOME

For the six months ended 30 June 2015

FHHEEZEKE R

BiEr —E—hFNNA=THILNEA

Six months ended 30 June
BZA~A=1+RHILAKEA

2015 2014
—E—1F —E-MEF
(Unaudited) (Unaudited)
(REEXR) (REEEZ)
(Restated)
(E5)
HK$’000 HK$'000
F#&ET FET
Profit for the period HA s A 323,898 425,672
Other comprehensive income/(expenses) Ht 2@z (BAX)
Items that may be reclassified subsequent to HEAJeEFH D EEER2EH ¢
profit or loss:
Exchange difference arising from BMEIBINERRBERREEZ
translation of financial statements of 5 =%
foreign operations 6 (39,031)
Share of other comprehensive expenses of DEEECEZEMEERY
joint ventures = (4,022)
Total other comprehensive income/(expenses) E 2@ zs,/ (FIx)&E%8 6 (43,053)
Total comprehensive income for the period HEZEKWEERE 323,904 382,619
Attributable to: LATR AL FEAL -
Equity shareholders of the Company AARERKR 332,879 400,493
Non-controlling interests FEFE AR = (8,975) (17,874)
323,904 382,619
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CONDENSED CONSOLIDATED

HMPEREEERR/R

BALANCE SHEET R-FE—AFNA=FH
At 30 June 2015
At At
30 June 31 December
2015 2014
R=ZZ-—5EF R-ZZT—F
ANA=+H +=ZA=+—H
(Unaudited) (Audited)
(REERK) (KeEz)
Notes HK$’000 HK$'000
B 5 FET FET
ASSETS BE
Non-current assets ERBEE
Property, plant and equipment W WEREE 225,167 196,259
Prepaid lease payments on land use rights T AEZBABLOMNR 45,836 46,317
Goodwill RS 1,531,322 1,531,322
Intangible assets EBEWEE 49,784 57,803
Interests in joint ventures REELHE 2R 385,292 384,552
Available-for-sale financial assets At ESMEE 77,182 77,182
Total non-current assets EMBE ELE 2,314,583 2,293,435
Current assets REBEE
Inventories FE 232,096 142,656
Trade receivables FEWE Z R 9 1,063,541 916,772
Utility and other deposits AASERAMES 1,740,963 1,742,347
Prepayments and other receivables TR FRIE I H b fE I FK 8 2,054,906 2,125,177
Financial assets at fair value through BRBEREAAENEZ
profit or loss EREE 47,871 53,102
Cash and bank balances R & MIBTT 4 64 10 1,462,786 1,293,032
Total current assets MEEERE 6,602,163 6,273,086
Total assets EEH#E 8,916,746 8,566,521
EQUITY R
Capital and reserves attributable to QTR REA
equity shareholders of the Company EXREE
Share capital % 7 14 99,600 99,600
Reserves & 6,160,178 5,827,299
Proposed final dividend EE AR B — 79,680
6,259,778 6,006,579
Non-controlling interests e 124,552 133,527
Total equity A 6,384,330 6,140,106
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CONDENSED CONSOLIDATED
BALANCE SHEET (continued)

HHRGEREERER (&)

R-ZFE—AF~NA=F1H

At 30 June 2015
At At
30 June 31 December
2015 2014
R-ZZE—REF RZZT—F
~NB=+HB +=-A=+—H
(Unaudited) (Audited)
(REER) (KeEz)
Notes HK$’000 HK$'000
B 7 FET FET
LIABILITIES =K
Non-current liabilities ERBEE
Amount due to a joint venture JEN—RA & E¥RE 46,185 46,195
Deferred tax liabilities EXEFIBEEE 156,847 151,269
Convertible bonds AR E 5 11 = 1,900,452
Obligations under finance leases MEHEEGBR 18,456 27,262
Total non-current liabilities EMBEERRE 221,488 2,125,178
Current liahilities REBEE
Trade payables JET B SR 12 23,312 26,871
Other payables and accruals H b fE A K08 K fE T AR08 153,126 157,897
Dividend payables JE 1 AR 2 79,680 =
Bank borrowings RITEE 13 87,500 87,500
Convertible bonds Al R & 11 1,941,914 =
Obligations under finance leases MEHEBR 17,288 16,681
Current tax liabilities EHMIBAG 8,108 12,288
Total current liabilities mEBERTE 2,310,928 301,237
Total liabilities BEHE 2,532,416 2,426,415
Total equity and liabilities EahEEEEE 8,916,746 8,566,521
Net current assets RBEEEE 4,291,235 5,971,849
Total assets less current liahilities HEERRBEE 6,605,818 8,265,284

4 REXLot Holdings Limited Interim Report 2015




CONDENSED CONSOLIDATED STATEMENT OF HRGEEERSH X

CHANGES IN EQUITY BE-F—AFENA=+HILNEA
For the six months ended 30 June 2015

Attributable to equity shareholders of the Company

AARERRRENS
Capital  Convertible Share-hased  Exchange Proposed Non-
Share Share  redemption bonds payment translation  Retained final controlling Total
capital premium reserve reserve reserve reserve profits dividend Total interests equity
§% THE URHXA [t |

R BROEE KOREE E5EE RERE EXGR  REER RARR Ait FERER BEAE
HK$000  HK$000  HK$000  HK$000  HK$000  HK$000  HK$000  HKE000  HK$O00  HK$O000  HK$000
TAT TATL TATL TATL TR TR TAL TAL TAT TAT TAT

At 31 December 2013 RZE-Z%
+-A=1+-A 87,318 3,180,903 2,345 212,388 346 144217 2,167,859 168,644 5,964,020 258,652 6,222,672
Profit/(loss) for the period HEEF /(BB
(restated) (#=3) - - - - - - 4383% - 438356 (12684) 425672
Other comprehensive expenses B A2 AMA X
for the period (restated) (BE7)) - - - - - (37,863 - - (37,863 (5,190) (43,053
Total comprehensive (expenses)/ HZ-T—M4F
income for the period ended NAZ RIS
30 June 2014 (restated) 2 (BR)/ &
B (BE5) = = = = - (37,863) 438,356 - 400,493 (17,874) 382,619
Deconsolidation of a subsidiary & 1F & A& A —FEIN B
(restated) AR (BES) - - - - - - - = - (31,905  (31,905)
Issue of new shares for share  FLEfTE 2 BIREHTT
options exercised ki 1,060 112,020 = = = = = - 113,080 - 113,080
Repurchase of shares R R (201)  (15,693) 201 - - - (201) - (15,89) - (15,8%)
Convertible bonds TakES-ERSH
— equity component, (NBRZHA)
net of transaction cost - - - 245,858 - - - - 245,858 - 245 858
Recognition of share option RANEERBERE
benefits at fair value = - - = = 7206 = = = 7206 = 7,206
Transfer to share premium on ~ R{TFEREMERZ
exercise of share options RiniaE = 7411 = - (7,411) - - - - = =
Issue of shares upon conversion B TR EHE
of convertible bonds BORG 4713 293,525 - (43,435) - - - - 254,803 - 254,803
Transfer to dividend payable ERDEARE - - - - - = - (168,644)  (168,644) - (168,644)
At 30 June 2014 (restated) RZE2-NE~A=1H
(BE5) 92,890 3,578,166 2,546 414811 141 106,354 2,606,014 - 6,800,922 208,873 7,009,795
At 31 December 2014 RZE-l4F
+-A=1+-8 99,600 4,002,373 3,025 415,039 8,403 105,937 1,292,522 79,680 6,006,579 133,527 6,140,106
Profit/(loss) for the period BEEF/ (58) = - - - - - 332,873 - 332,873 (8,975) 323,898
Other comprehensive income HEEH2ERE
for the period - - - - - 6 - - 6 - 6
Total comprehensive income/ HE-Z-1f
(expenses) for the period AA=TRILER
ended 30 June 2015 2ENE/ (BX)
B - - - - - 6 332,873 - 332,879 (8,975) 323904
Lapse of share options BERELN - - - = (2,074) = 2,074 = = = =
Transfer to dividend payable ERTEMRE - - - - - - - (79,6800  (79,680) - (79,680)
At 30 June 2015 R=Z-R%~A=1A 99,600 4,002,373* 3,025 415,039 6,329  105,943* 1,627469* - 6,259,778 124,552 6,384,330

*  These reserve accounts comprise the consolidated reserves of * HEFEHREREGEEEBRZAZHEFEEL
approximately HK$6,160,178,000 in the consolidated balance sheet. 6,160,178,000;% T °
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CONDENSED CONSOLIDATED
CASH FLOW STATEMENT

For the six months ended 30 June 2015

HHGEEHRETRER

BiEr —E—hFNNA=THILNEA

Six months ended 30 June
BZA~A=1+RHILAKEA

2015 2014
—E—-RF —E—mE
(Unaudited) (Unaudited)
(REERK) (RIEEZ)
(Restated)
(E5)
HK$'000 HK$'000
F#&ET FET
Net cash generated from/(used in) KEEREE, (FTR)BEEFEE
operating activities 230,687 (216,184)
Net cash used in investing activities KREEEFARESFR (52,734) (84,940)
Net cash (used in)/generated from financing B &EE) (FTB),/ FAEIR & FE
activities (8,199) 1,666,448
Increase in cash and cash equivalents BeMIReEEBWE N 169,754 1,365,324
Cash and cash equivalents at 1 January R—A—BZREKREEEY 1,292,700 1,145,930
Cash and cash equivalents at 30 June RAB=Z+RZEERASEED 1,462,454 2,511,254
Analysis of the balances of cash and ReRReEBWERIM
cash equivalents
Bank balances — general accounts RITHEB——RERP 1,454,596 2,509,278
Cash in hand FHERS 7,858 1,976
1,462,454 2,511,254
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NOTES TO THE UNAUDITED CONDENSED
INTERIM FINANCIAL STATEMENTS

For the six months ended 30 June 2015

1.

BASIS OF PREPARATION

(a)

(b)

General

The unaudited condensed consolidated interim financial
statements have been prepared in accordance with
applicable disclosure requirements of Appendix 16 to the
Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”) and
with the Hong Kong Accounting Standard (“HKAS”) 34
“Interim Financial Reporting” issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”).

Deconsolidation and other changes in financial
disclosure

The unanticipated adverse change in regulatory
environment (i.e. the audit conducted by the National
Audit Office (“NAQ”) in November 2014 and the
subsequent suspension of all internet lottery in China
in March 2015) in turn led to the changes in market
condition and business environment. The Group after
considering the relevant circumstances, decided to
exclude the Group’s web operations and deconsolidate A
RREEERBZER AR (the “PRC Company”) from its
consolidated accounts.

The PRC Company was deconsolidated as a subsidiary
of the Company and the date of the deconsolidation was
taken to be 1 January 2014. The PRC Company was
reclassified as an available-for-sale financial asset in
the Group’s consolidated management accounts from 1
January 2014 onwards. Details of the deconsolidation are
set out in the Company’s 2014 annual report.

As a result of the exclusion of the Group’s web operations
and the deconsolidation of the PRC Company, the Group's
consolidated financial information for the six months
ended 30 June 2014 had been restated. The financial
information of the PRC Company as at 1 January 2014 is
set out in note 17.

The Group’s turnover and profit attributable to equity
shareholders of the Company for the period ended
30 June 2014 had been restated from approximately
HK$1,250,686,000 to HK$917,014,000, and
approximately HK$551,023,000 to HK$438,356,000
respectively. The non-controlling interests and total equity
as at 30 June 2014 had been restated from approximately
HK$329,224,000 to HK$208,873,000 and approximately
HK$7,242,095,000 to HK$7,009,795,000 respectively.
The basic earnings per share and diluted earnings per
share for the period ended 30 June 2014 had been
restated from 6.14 HK cents to 4.89 HK cents and 5.64
HK cents to 4.60 HK cents respectively.

e ALK
R R B B R R Y R

aE—

1.

— =

=

AFENH=THIENEA

mREXE

(a)

(b)

—REH
AARBEZEREA PP BRR TR
REEBMAXZMBRARER LR
(T LR M-z BREE
RERBEGHMAGEM 2B EG
ERE345R [FHAH B RE | R -

RIEFEARREMUBRESS

EERBERMERNAMES (AER
EEB([BAEDR T —OF+—
AETHEARTEEBBYREER
“E-hFE=-AzEEEER)STS
RAREEREEMEE - AEENZE
BEBBERE RERELAKRE T 5
BRARBE W EER WRIEEE AR
ARREEHZMBEAERATR ([ZPERQ
Al) e

Z B R BB L AR R B E A RAR
BAR RILGEARBHPAR - N
F-—A—H -ZTERAFEA_ZT—N
F-A-—RERAKEZHZAEERA
REFOBATHEESREE KIE
RAEARZABHERARB 2 TN
FER-

BRI ARE 2B EREREILERS
ARZHERR] AREEEJEEZ
Z-MERA=TRHIEXEANGS N
BEM -ZTFEARHR T —MF—
A—BENPBEERERHELT -

REBHE-_ZT—NEA=Z+AHL
HEzEEERARRIESRERE
5% R 2 2 Bl 41,250,686,000/8
T E S A 49917,014,0005% T & B 4
551,023,000 7T & 5| A& 49438,356,000
Br-m_ZT—WENA=Z+BHZ
R EE N ESRBE O EAY
329,224,0007 T E 5l £ 49208,873,000
¥ T & i #97,242,095,0005% 7T & 5 &
497,009,795,0008 L B &= — T — Y
EXNA=1THILHBzEREREF
LEREEEFE DR E6.14811E7
548978l &2 5.648 1L E 7| A4.6078
ilr
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NOTES TO THE UNAUDITED CONDENSED
INTERIM FINANCIAL STATEMENTS (continuea)

For the six months ended 30 June 2015

8

PRINCIPAL ACCOUNTING POLICIES

The accounting policies used in the condensed consolidated
financial statements are consistent with those followed in the
preparation of the Group’s annual financial statements for the
year ended 31 December 2014 except for the adoption of new
and revised standard and interpretation with effect from 1
January 2015.

In the current interim period, the Group has applied, for the first
time, the following new and revised standards, amendments and
interpretations issued by the HKICPA, which are effective for the
Group’s financial year beginning on 1 January 2015.
Amendments to HKAS 19 Employee Benefits — Defined

Benefit Plans:

Employee Contributions
Annual improvements to HKFRSs

2010-2012 cycle

Amendments to HKFRSs

Amendments to HKFRSs Annual improvements to HKFRSs

2011-2013 cycle

The adoption of the new or revised Hong Kong Financial
Reporting Standards (“HKFRS”) had no material effect on
how the results and financial position for the current or prior
accounting periods have been prepared and presented.

REXLot Holdings Limited Interim Report 2015
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NOTES TO THE UNAUDITED CONDENSED
INTERIM FINANCIAL STATEMENTS (continuea)

For the six months ended 30 June 2015

2. PRINCIPAL ACCOUNTING POLICIES (continued)
The Group has not early applied the following new or revised

standards and amendments that have been issued but are not

yet effective.

Amendments to HKFRSs Annual Improvements to HKFRSs
2012-2014 Cycle!

Amendments to HKAS 16
and HKAS 38

Clarification of Acceptable
Methods of Depreciation
and Amortisation?

Amendments to HKAS 16
and HKAS 41

Agriculture: Bearer Plants?

Amendments to HKFRS 11 Accounting for Acquisitions of
Interest in Joint Operations!?
Equity Method in Separate

Financial Statements!

Amendments to HKAS 27
(2011)

Amendments to HKFRS 10
and HKAS 28 (2011)

Sales or Contribution of Assets
between An Investor and
Its Associate or Joint Venture?

HKFRS 14 Regulatory Deferral Accounts?

HKFRS 15 Revenue from Contracts with
Customers?

HKFRS 9 Financial Instruments?

a Effective for annual periods beginning on or after 1 January 2016

2 Effective for annual periods beginning on or after 1 January 2017

g Effective for annual periods beginning on or after 1 January 2018

The Group has not early adopted the new HKFRSs that have
been issued but not yet effective. The directors of the Company
(the “Directors”) are currently assessing the impact of these
new HKFRSs but are not yet in a position to state whether they
would have material financial impact on the Group’s result of
operations and financial position.
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R
ZER]

BEMEHRE LR
E11R 2 ERT
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F145%
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$155%
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NOTES TO THE UNAUDITED CONDENSED
INTERIM FINANCIAL STATEMENTS (continuea)

For the six months ended 30 June 2015

10

SEGMENT INFORMATION

The Group manages its businesses by segment which is
organised by business lines (products and services). In a
manner consistent with the way in which information is reported
internally to the Group’s chief operating decision maker for the
purposes of resources allocation and performance assessment,
the Group has presented lottery business as the reportable
segment.

Segment results

AL
R B A Rk A ()

BE_—F—AnFNA=1THINEAR

3.

DEHEHR

REBIAZEKR (ERMIRTS) 85 0 B E R
HER - AEBIZ R ERD B MRRFER
AEEEELERARARNBE2HER T —
MzT% 2R BREBZHREDE

S
E.ﬁ
*
B

Lottery business
Six months ended 30 June
BZXA=1+HIEAREA

2015 2014

—E-RE —T—F

(Unaudited) (Unaudited)

(RBER) (REEHEZ)

(Restated)

(&&E5)

HK$’000 HK$'000

F&ET FET

Turnover - 848,843 917,014
Segment results D EPELR

Profit Pl 438,183 532,440

Net unallocated expenses ROBHZFRE (95,962) (88,228)

Profit before taxation R 7 A1 A 342,221 444,212

Taxation I8 (18,323) (18,540)

Profit for the period HA 5 3 ) 323,898 425,672
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NOTES TO THE UNAUDITED CONDENSED

INTERIM FINANCIAL STATEMENTS (continuea)

For the six months ended 30 June 2015

A% 2 % 5 B
R Bt B R AR MR ()

BE—F—RFNA=THINEA

3. SEGMENT INFORMATION (continued) 3. oHBER (&)
Segment assets and liahilities DHEERERE
Lottery business
At At
30 June 31 December
2015 2014
R=B-HF RZZ=T—MOF
AA=+AH +ZA=+—H
(Unaudited) (Audited)
(RBEX) (')
HK$'000 HK$'000
FTHET FAT
Assets BE
Segment assets DEEE 8,654,671 8,293,556
Unallocated assets AOBEE 262,075 272,965
Total assets BESE 8,916,746 8,566,521
Liabilities BfE
Segment liabilities DEEE 559,120 489,889
Unallocated liabilities ROBBEE 1,973,296 1,936,526
Total liabilities BERE 2,532,416 2,426,415
4. TURNOVER 4., EHEHE
Turnover represents the aggregate of income from provision of EEIEIEIRMT EM L AR WA Z A -
lottery machines and related services.
Six months ended 30 June
BEAA=1+HLEAXMEA
2015 2014
—E-AEF —E—p4F
(Unaudited) (Unaudited)
(RBEX) (REEZ)
(Restated)
(gg=750)
HK$'000 HK$'000
FET FAET
Turnover EHERE
Income from provision of lottery machines R R EH AR B R A
and related services 848,843 917,014
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NOTES TO THE UNAUDITED CONDENSED AREEZEHA

INTERIM FINANCIAL STATEMENTS (continued) o HA B A R aR MY R ()

For the six months ended 30 June 2015 BE—F—AFNA=FHINEA

5. PROFIT BEFORE TAXATION 5. BRBIATER
The Group’s profit before taxation is stated after charging the RNEBBRMANSMNNREY 2B IATNZIE
following:

Six months ended 30 June
BZEA~A=1+RHILAKEA

2015 2014
—E—-EHF —E-MEF
(Unaudited) (Unaudited)
(REEX) (REEZ)
(Restated)
(g=75)
HK$'000 HK$'000
FTHET FHET
Depreciation and amortisation on: ATIER 2T & R
— Property, plant and equipment —ME BB KEE 24,582 26,425
— Intangible assets —EmEE 7,805 12,112
Operating lease rentals in respect of WRAEMERREY
office premises and warehouses KEHEHRS 19,018 19,068
6. TAXATION 6. BiE
No provision for Hong Kong profits tax is made as the Group HRAEEREZE-_E—RHFENA=+H1E
has no estimated assessable profits for the six months ended 30 SNE B X AL ERBOR N S E e
June 2015 (2014: Nil). Taxation on overseas profits has been EBNEREBE (S —mE: &) o FINFE
calculated on the estimated assessable profits for the period MIZBE NG EREE N R A ERE LS %
at the rate of taxation prevailing in the countries in which the BHAERRK Z2IRITHERAE -

Group operates.

Six months ended 30 June
BEXNA=+THLEXREA

2015 2014
—E-RF —E—mF
(Unaudited) (Unaudited)
(REEZX) (REEZ)
(Restated)
(&%)
HK$’000 HK$'000
THER FHET
Current tax — PRC income tax EHMIE - EMEHR 12,745 12,268
Deferred tax IR FE TR IR 5,578 6,272
Total taxation HIE R 18,323 18,540
7. DIVIDEND 7. BRE
The Board does not recommend the payment of dividend in EEefEZ@FrNEBEE=_ZE—FFE, A=
respect of the six months ended 30 June 2015 (2014: 2.30 HK HIENEARBZIKE (ZE—F : §%2.30/8
cents per share). ) o
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NOTES TO THE UNAUDITED CONDENSED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2015

EARNINGS PER SHARE

The calculation of basic and diluted earnings per share
for the six months ended 30 June 2015 are based on the
profit attributable to equity shareholders of the Company of
approximately HK$332,873,000 (2014 restated: approximately
HK$438,356,000).

(a)

(b)

The basic earnings per share is based on the weighted
average number of approximately 9,960,024,710 (2014
approximately 8,969,937,938) ordinary shares in issue
during the six months ended 30 June 2015.

The calculation of diluted earnings per share is based
on the Group's profit attributable to equity shareholders
of the Company and adjusted to reflect the interest on
the convertible bonds. The weighted average number of
ordinary shares used in the calculation is the number of
ordinary shares in issue during the period, as used in the
basic earnings per share calculation, and the weighted
average number of ordinary shares assumed to have
issued at no consideration on the deemed exercise or
conversion of all potentially dilutive ordinary shares into
ordinary shares of the Company.

Diluted earnings per share for the six months period
ended 30 June 2015 is the same as the basic earnings
per share as both the share options and the convertible
bonds outstanding during the period had an anti-dilutive
effect on the basic earnings per share.

Diluted earnings per share for the six months period
ended 30 June 2014 is based on approximately
10,895,162,880 ordinary shares, being the weighted
average number of ordinary shares in issue during the
period plus the weighted average number of approximately
1,925,224,942 ordinary shares deemed to be issued if all
outstanding convertible bonds had been converted.

The calculation of diluted earnings per share for the six
months period ended 30 June 2014 has not included the
potential effect of the share options outstanding as it has
an anti-dilutive effect on the basic earnings per share for
the period.

A% B % i B
R B SRR A ()

aE—

8.

— =

=

AFENH=THIENEA

BREF
BE_ZT—AFAAA=+tHLENEAZERE
AN K #E5E B ) T % AN N ) HE 2R A B e (R s A
#9332,873,000/%8 70 (=T — L 4F (KL= ) :
#9438,356,000/% 7T ) 5+ & °

(a)

FREABANNDEHE-T—AF A
=+HILEANEAZEET LA ZM
T 19 80499,960,024,7100% ( == —1Y
F : #98,969,937,938% ) it & ©

BREERMNTIEA DB REN
AEBS A E - WIFEH R RBRA
BREFZMNE -FERARAZER
RN BRAC BITERREA
(EFEESREARFPAERAERR) X
BRAAABEES L BRBRETE
FBHRAARREBRBEEERTZE
B Z IR B

HRBE_Z—AFNA=1THLLXE
FEARE (R ARTT 8 2 S AUHE B i R 2
MR EFHERERBNAEEREE
T WHAZEREERNAEHRE
AEFIER o

BE_FZ—HNFEFAAA=Z+H1ERX
BEAMMZERESAENDHIRY
10,895,162,880/% L @A =+ & - BN HI X
BETEBERZ MEFHE SMER
FT A & A 8 i 2 AR A% B 5 E B i R 4
B AED BT Z41,925,224,9420% & @
B 2 hnkE 9 8 -

AEBEE_T-HFANA=+THLRE
AR 2 B s 28 A I & a T RoR
TEBREZBEZE RASZER
BESHASEREARNAGRETY
&
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NOTES TO THE UNAUDITED CONDENSED
INTERIM FINANCIAL STATEMENTS (continuea)

For the six months ended 30 June 2015

9. TRADE RECEIVABLES

AR E %

R B A RAR M A ()

BE—F—RFNA=1THINEAR

9. BUREBKRM

At At

30 June 31 December

2015 2014

R-ZE—HRF RZZT—EOF

ANA=+H +=ZA=+—8H

(Unaudited) (Audited)

(REER) ()

HK$’000 HK$'000

FET FAT

Trade receivables — Lottery business JEWWE SRR - EEK 1,063,541 916,772

The Group generally grants credit periods of 90 to 270 days to

its trade customers.

The ageing analysis of trade receivables — Lottery business as at

30 June 2015 are as follows:

Hi o

RZZE—RFA=1H
EEEZERESITOT

REB-—RETEFHIEFIOE2/0RZEE

EMWE B —F

At At
30 June 31 December
2015 2014
R=-ZF—RF RKIT—NF
ANAB=+H +ZA=+—H
(Unaudited) (Audited)
(REEEX) (&EZ)
HK$’000 HK$'000
FET FAT
Three months or less =EAHKUT 690,962 439,375
One year or less but over three months —FHATE=EANUE 351,849 462,807
Over one year —F 20,730 14,590
1,063,541 916,772
10. CASH AND BANK BALANCES 10. RERMWITHEER
At At
30 June 31 December
2015 2014
R-ZZB-HF R-ZZT—MOF
ANA=+H +TZA=+—H
(Unaudited) (Audited)
(REEEXK) (EEZ)
HK$'000 HK$'000
FERT FAT
Cash at banks RITIRE
— general accounts ——RERP 1,454,596 1,284,405
— segregated accounts —BIRP 332 332
Cash in hand FERE 7,858 8,295
1,462,786 1,293,032
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NOTES TO THE UNAUDITED CONDENSED

INTERIM FINANCIAL STATEMENTS (continued)
For the six months ended 30 June 2015

11.

CONVERTIBLE BONDS

The movement of the liability component of the convertible
bonds for the period is set out below:

A% 2 % 5 B
R B SRR A ()

iz

11.

—E—AFNA=FHIESNEAR

CIE: Y42
ZEFNBMEKREFEEHRS 2 HARNESHEHIIW
T

Convertible Convertible

bonds bonds
due 2019 due 2016 Total

—BE-AE CB-AE

Bz BH =z
R ES iR ES &5t
HK$'000 HK$'000 HK$'000
FAT FAET FET
At 31 December 2014 R-ZZE—WOFE+=-_A=+—H 1,599,686 300,766 1,900,452
Interest expenses AMERAX 71,985 22,658 94,643
Interest paid [EENFYES) (42,750) (10,431) (53,181)
At 30 June 2015 R-BE—HRFEXA=1+H 1,628,921 312,993 1,941,914

As stated in the announcement of the Company dated 20
August 2015, pursuant to the terms and conditions of each
of the 2016 Convertible Bonds (as defined below) and the
2019 Convertible Bonds (as defined below) (collective the
“Convertible Bonds”), a “Relevant Event” occurs when, among
other things, the shares of the Company are suspended for
trading for a period equal to or exceeding 30 consecutive
trading days on The Stock Exchange of Hong Kong Limited.
Notice has been given by the Company to the holders of the
Convertible Bonds that a “Relevant Event” occurred. Each
holder of the Convertible Bonds will have the right at such
holder’s option, to require the Company to redeem all or some
only of such holder’s Convertible Bonds on 2 November 2015
at their principal amount together with interest accrued to such
redemption date, in each case in accordance with the respective
terms and conditions of the 2016 Convertible Bonds and the
2019 Convertible Bonds (the “Bonds Put Option”). Upon
redemption of any of the Convertible Bonds, such redeemed
Convertible Bonds will be cancelled. On the basis of the above,
the Company reclassifies the Convertible Bonds from non-
current liabilities to current liabilities for the six months period
ended 30 June 2015.

BOARBBHAE-_ZE—FHFNA=-THZA
WA BB NEFEBRRESF(EER
T RZFBE-—AFBRBRES (EERTX)
(GBI BRES]) S8 2 BRRGEE &
HIR (ERaE) AR RESHARS
FIERAREEEE ABAZNHEBBI0ME
BERXSHZIENE  BI%A [HESH] - K
AEEMABRESFZFBEAZHERE A
MEM 2EM - BE_S—NEABRKRES
RZZE-NFaBRESS B IR IR -
BERUBRREFIFEABAREIZERE.
ERAQRNTR-_ZE—HFE+—A - BKRASE
H(EBERZFEHBELDRA 2HE) BRZEF
BAZERES AR ES ([EHFRGE
) - RERMEM AT BRRESFR  ZEWER
Z AR E S A S o B B3R AR
AREE-_ZT—RAFANA=ZT+HILEXNMEAH
Mg R EFHERDEEEFTIBEAR
BEFE-
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NOTES TO THE UNAUDITED CONDENSED
INTERIM FINANCIAL STATEMENTS (continuea)

For the six months ended 30 June 2015

12. TRADE PAYABLES

AL
A B A RAR A ()

BE_—F—RFNA=1THINEAR

12. ENE 5 RN

At At
30 June 31 December
2015 2014

R-ZE—RF RZZT—OF
AA=tE +-A=+—H

(Unaudited) (Audited)

(REER) (EEZ)

HK$’000 HK$'000

FTHT FHEIT

Other client payables EREMEFER 314 314
Trade payables — Lottery business BRESER-—FEER 22,998 26,557
23,312 26,871

Other client payable were repayable on demand and bore

interest at prevailing market rates.

No ageing analysis was disclosed for other client payables as,
in the opinion of the Directors, the ageing analysis did not give
additional value in view of the nature of business.

Trade payables — Lottery business are expected to be settled

within one year or are repayable on demand.

The ageing analysis of the Group’s trade payables — Lottery

business as at 30 June 2015 is as follows:

N EMEPRFREREREE  WKRTH
BREEE

HREERRMEBHENS  KREDMER
AR - B A B R AN E R P AR R 2 B
DT o

TR SRR~ EE BN — %
KEREFEE -

R-ZZE-—RAFRNA=THE FAEEERNESE
R-—HREBZREOTOT

At At
30 June 31 December
2015 2014

R-ZE—HF RKRZT—OF
AA=+8B t-A=+-H

(Unaudited) (Audited)

(REER) (KE2z)

HK$’000 HK$'000

FET FAT

Three months or less =RAKUAT 22,333 26,040
Over three months 665 517
22,998 26,557
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NOTES TO THE UNAUDITED CONDENSED AEREXEA

INTERIM FINANCIAL STATEMENTS (continued) FROHR Bt A R SR B EE ()
For the six months ended 30 June 2015 B2 —FE—aF~NA=1+HIANEA
13. BANK BORROWINGS 13. RITRE
At At
30 June 31 December
2015 2014

R-ZE—RF RZZT—EOF
AA=tE +-A=+—8

(Unaudited) (Audited)
(REEX) (')
HK$’000 HK$'000
FERT FET
Bank loans RITER
— secured and due within one year —BEARR—FREH 87,500 87,500
Bank loans are repayable within one year or when the facility RITER AN —ERNIAEEROBEE %%
is withdrawn. These borrowings are used to finance the lottery EERERAEEYEEK  TEES -
business of the Group.
Bank loans of approximately HK$87,500,000 (31 December #)87,500,0008 L (ZE—WNFE+_-_A=1+—
2014: approximately HK$87,500,000) are secured by H : #187,500,000 7T ) ZR1TE X D R A K
the leasehold buildings and land use rights of the Group EEHEEFE R T (FE AEERR-
respectively.
The effective interest rates on the Group’s borrowings are equal REBREEZEBRMNRIFHEZERELFE-

to contractual interest rates.

14. SHARE CAPITAL 14, R4
Authorised: EE

Ordinary shares of
HK$0.01 each

SREEIOIBITZEZER
Number of
shares Amount
BRHEE &8
‘000 HK$'000
T A% FET
At 31 December 2014 and at 30 June 2015 RZE—WOF+—A=+—8BxK
R-ZE—RFA=1H 20,000,000 200,000
Issued and fully paid: BETRAR:

Ordinary shares of
HK$0.01 each

FREEOIBTZEER

Number of
shares Amount
BHEE &8
‘000 HK$'000
T & FET

At 31 December 2014 and at 30 June 2015 RZZE—WOF+=—A=+—8BxK

R-ZZE—RFA=+H 9,960,025 99,600
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NOTES TO THE UNAUDITED CONDENSED
INTERIM FINANCIAL STATEMENTS (continuea)

For the six months ended 30 June 2015

15.

16.

18

COMMITMENTS
As at 30 June 2015, the Group’s future aggregate minimum
lease payments under non-cancellable operating leases are
payable as follows:

AL
A B A RAR A ()

=

15.

—E—AFNA=THIENEA

iR

RZZB-—RAFRNA=ZTAH  KEEREBSAH
HEEHE RN 2 RR&EB N AT
T

At At
30 June 31 December
2015 2014

R-ZB-—HEF R_T—NOF
AA=tH +tZA=+—H

(Unaudited) (Audited)
(REEXK) (KeEz)
HK$'000 HK$'000
FET FET

Land and buildings T RIEF
Within one year —FR 24,166 25,490
In the second to fifth year inclusive F_EFRF (BREEMT) 11,674 23,274
35,840 48,764

Factory equipment i 5 2% 1

Within one year —FR 9,375 9,375
In the second to fifth year inclusive F_EFRAF (BREEMT) 37,500 37,500
More than five years HEFMN E 60,547 65,234
107,422 112,109

The Group leases various office and factory premises, office
equipment and warehouses under operating leases. The leases
run for an initial period of 1 to 12 years (2014: 1 to 12 years).
The leases do not include any contingent rentals.

CONTINGENT LIABILITIES

Financial guarantees issued

As at 30 June 2015 and 31 December 2014, certain
subsidiaries of the Group have issued corporate guarantees
in respect of the finance lease obligation under a sales and
leaseback arrangement granted to a subsidiary of the Group
which will expire when the lease is terminated.

As at 30 June 2015 and 31 December 2014, the Directors do

not consider it probable that a claim will be made against these
subsidiaries under any of the guarantees.

REXLot Holdings Limited Interim Report 2015
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NOTES TO THE UNAUDITED CONDENSED
INTERIM FINANCIAL STATEMENTS (continuea)

For the six months ended 30 June 2015 Bz

17.

DECONSOLIDATION OF A SUBSIDIARY 17.
The Group deconsolidated the PRC Company as the Group
determined that the Group does not have control or significant
influence over the PRC Company. The PRC Company was
deconsolidated from the consolidated financial statements from

1 January 2014.

The net assets of the PRC Company as of 1 January 2014 are
set out below:

A% B % i B
R B SRR A ()

—E—AFNA=FHIESNEAR

RIEGEAR—HEWERF
AEBERIEGAARZFELR REA
AN S B 8 T R S B M oh R B AR A
MNEEATEN -Ft ZTPERAEA-F
—ME-A-BRARLERGARBRRES
INT

ZHRBEARR _E-NE-A-BZEEF
BEFIIMT :

Total
et
HK$'000
FHET
Property, plant and equipment M BEREE 864
Trade and other receivables FEWUE 5 BR 3k & HL th fE W R IR 65,751
Cash and cash equivalents HeRReEEY 35,933
Trade and other payables FET 8 5 BR 5k K AL fth FE 1 5RIB (18,892)
Current tax liabilities EHBIEAE (3,892)
Net assets deconsolidated ERILGEAREEFE 79,764
Non-controlling interests FEPE AR = (31,905)
Cost of investment reclassified to available-for-sale EFOoBEAHLEESREEY
financial assets RE KA (38,462)
Loss on deconsolidation of a subsidiary BILGAAR—HEHBRARZEE 9,397
Loss on deconsolidation of a subsidiary AT ALEERIEGE AR —EH B
attributable to: NAElZ A
Equity shareholders of the Company AR E 5,638
Non-controlling interests JEIE R = 3,759
Loss on deconsolidation of a subsidiary BILEAAE—MKB AR ZEIE 9,397
Net cash outflow arising on deconsolidation of BibmE A ANE—HNBRAREEZ
a subsidiary WEmLFERE
Cash and cash equivalents of a subsidiary ERIEFEEARZ —BRBARZ

deconsolidated HeMkIReEEY 35,933
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NOTES TO THE UNAUDITED CONDENSED AREEZEHA
INTERIM FINANCIAL STATEMENTS (continued) rhHR B A SR R M EE (&)

For the six months ended 30 June 2015 BE—F—AFNA=FHINEA

18. TRANSACTIONS AND BALANCE WITH RELATED PARTIES 18. Bt AR Z R

Details of the Group’s significant transactions and balance with AEBRHERNEBLTEAB I ETZIERRS
the following related parties during the period are as follows: REBEBDOT :
At At
30 June 31 December
2015 2014

R=R-HF R-F-MF
AA=+H +=A=+-A

(Unaudited) (Audited)
(REER) (KeEz)
HK$’000 HK$'000
FET FET
Balance with Director: EEHEH:
Convertible bonds Al R (5 300,000 300,000
Six months ended 30 June
BZAA=1+RHILAKMEA
2015 2014
—E—-RF —E—mEF
(Unaudited) (Unaudited)
(REER) (RIEEZ)
HK$'000 HK$'000
FET FAT
Transactions with Director: BEERS:
Convertible bonds interest paid ETBREESRE 6,750 3,465
Compensation of directors of the Group HAREB 2 ESHMAT :
during the period are as follows:
Fees, salary and other short-term we FehHEMEHES
employee benefits & 3,794 3,796
Pension scheme contributions RIS FHEIMH R 9 8
3,803 3,804
19. COMPARATIVE FIGURES 19. EBEHZF
Certain comparative figures have been restated and reclassified HEADESBREGE BRI 1(b) st 2
in the preparation of these interim condensed consolidated BN BTHREFZAER AT RS S B
financial statements as a result of the matter as detailed in note BHRERFELEIREFH S UFEAREHE
1(b) to the interim condensed consolidated financial statements 2575

and to conform to the current period’s presentation.
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MANAGEMENT DISCUSSION AND ANALYSIS

For the period under review, the Group was principally engaged in
lottery system and games development business and distribution and
marketing of lottery products in China.

The China lottery market comprises two lotteries, namely, the China
Welfare Lottery and the China Sports Lottery. The Group provides
services to both lotteries.

BUSINESS REVIEW AND PROSPECTS

Lottery Business

The Group's lottery business can be broadly divided into System
and Games Development Business (“SGDB”) and Distribution and
Marketing Business (“DMB”). Turnover of the lottery business
accounted for 100% of the Group’s total turnover.

During the first six months ended 30 June 2015, total Group turnover
was HK$848,843,000, decreased by 7% over the same period last
year (2014 restated: HK$917,014,000). Profit before taxation declined
23% to HK$342,221,000 (2014 restated: HK$444,212,000).

According to the “Circular on Self-examination and Self-correction on
Unauthorized Lottery Sale on the Internet” jointly issued by Ministry of
Finance, Ministry of Civil Affairs and General Administration of Sport
of China in January 2015, which applied to provincial lottery centers
and other state-run lottery organisations, the self-inspection program
was a review of the regulatory system in place in the provinces for the
authorization and management of the types of lottery games being
distributed online, methods of online distribution and compliance on
payout ratio, etc. by the provincial authorities. The self-inspection
program had indirectly led to the temporary suspension of internet
lottery distribution channel since March 2015 (“the Suspension”).

Prior to the Suspension, the Group distributed lottery tickets online
through www.okooo.com (“Okooo”) and acted as a purchasing agent
for lottery customers in relation to online purchases. On or about 28
February 2015, the Group’s internet based lottery distribution unit
was informed that the provincial lottery centers would temporarily
suspend the distribution of lottery tickets to online service providers.
We understand that the temporary suspension was due to the
self-inspection program and therefore the Group’s internet lottery
distribution operations were suspended in March 2015.

The unanticipated adverse change in regulatory environment (i.e. the
audit conducted by the NAO in November 2014 and the subsequent
suspension of all internet lottery in China in March 2015) led to the
change in market condition and business environment. The Group
after considering the relevant circumstances, decided to exclude the
Group's web operations and deconsolidate the PRC Company from its
consolidated accounts.

EEENWR DT

REBEHN NREBI2NTERELERGHE
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MANAGEMENT DISCUSSION AND ANALYSIS

(continued)

In April 2015, a public announcement was jointly issued by the
Ministry of Finance and other government authorities, which clearly
stated that any unauthorized online lottery sales services, either
provided directly or through agents, should cease immediately. Also,
any lottery issuance unit that provides online lottery sales services
must obtain prior approval from the Ministry of Finance. Further,
in late June this year, the NAO published an official report which
revealed findings of the audit conducted during November and
December 2014 covering a total of 228 provincial and municipal-
level state-run lottery sales organizations across eighteen provinces
and municipals. While the report firmly recognized the function and
contribution of the funding raised through the state lottery program,
it also revealed irregularities and malpractices in the industry. In
addition, it provided guidance for lottery authorities to rectify the
situation and improve the management framework. We are pleased to
learn that respective lottery authorities have already taken concerted
reform efforts, which is a crucial step forward in the right direction to
increase transparency of the operation of state lottery program. Such
moves are clearly beneficial to the healthy development of the industry
in the long-run.

The Suspension adversely affected the Group’s Single Match Games
(“SMG”") business of which the Group's internet based lottery
distribution unit used to be one of the key distribution channels for
SMG. Furthermore, the Suspension prevented consumers from buying
lottery ticket online which eventually put pressure on the lottery sales
in the Chinese lottery market. Other than SMG, the growth of the
Chinese Welfare Computer Ticket Games (“CTG”) market was also
affected by the Suspension. The Suspension affected the performance
of the Group's Welfare CTG business.

The Group’s business performance of both SGDB and DMB were
dampened to different extents due to the Suspension. However, we
strongly believe that the aforementioned self-inspection program
will clarify the code of conducts and standards of operations in
the internet lottery market which will ensure transparency of the
control system, and eliminate malpractices in the industry and more
importantly, it will further speed up market consolidation and the
process of longawaited licensing.
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MANAGEMENT DISCUSSION AND ANALYSIS

(continued)

The Group’s financial performance in the first half of 2015
demonstrated a solid fundamentals built on its diversified business
portfolio, taking into account an industry-wide impact from the
Suspension. The unique role as innovator and leading player in the
Chinese lottery market allows the Group to fully leverage the breadth
and scale of its lottery operations. The Group continued to maintain
a leading position in the upstream lottery market through its Welfare
CTG business and generate steady stream of recurring revenue.
Despite the negative impact of the Suspension, the Group was able
to benefit from its comprehensive distribution platform and foothold
established in physical and mobile lottery distribution channels.
Meanwhile, the Group has taken further measures to strengthen
its core businesses and effectively position itself to lead the way in
Chinese lottery market. The Group’s excellent business foundation
underpinned by its wide array of lottery services across the whole
value chain of Chinese lottery market has prepared the ground for
its growth plans ahead, enabling the Group to navigate the evolving
lottery market landscape and see enormous opportunities in the
challenging operating environment.

During the period under review, a report (the “Report”) was issued
by Anonymous Analytics which contained allegations regarding the
Company’s business operations and financial information. The Board
has carefully reviewed the Report and considers the allegations
to be unsubstantiated and untrue. The Report contains errors of
fact, misleading statements and unfounded accusations against the
Company. The Company is in the process of preparing a clarification
announcement with a detailed response to address the allegations in
the Report. The detailed clarification announcement involves data and
information collation and verification covering the different business
operations and financial information mentioned in the Report. The
information covers a number of years, and therefore the process may
take longer than expected. The Company will continue to further
the progress and publish the clarification announcement as soon
as practicable. Shareholders should note that the Group’s lottery
business continues as usual and is unaffected by these allegations.
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MANAGEMENT DISCUSSION AND ANALYSIS

(continued)

Pending the release of the clarification announcement, trading in
the shares of the Company had been suspended for more than 30
consecutive trading days, resulting in the occurrence of a “Relevant
Event” that triggered the Bonds Put Option. Pursuant to the Bonds
Put Option, the holders of the outstanding Convertible Bonds, with a
total principal amount of HK$2,248 million as at the date hereof, will
each have the right, at such holder’s option, to require the Company
to redeem all or some only of such holder's Convertible Bonds on
2 November 2015 at their principal amount together with interest
accrued to such redemption date, in each case in accordance with
the respective terms and conditions of the Convertible Bonds. Official
notices were given to the trustee on 20 August 2015 informing holders
of the Convertible Bonds regarding the occurrence of the “Relevant
Event” and the procedure for holders of the Convertible Bonds to
exercise their Bonds Put Option. The Company is in the process of
evaluating and assessing various plans and options with a view to
providing the Company with adequate resources to satisfy its early
redemption obligation in respect of the relevant Convertible Bonds.
The options currently under consideration of the Board include (but
not limited to) transferring internal capital resources from Mainland
China, seeking external funding resources and obtaining liquidity
through disposal of business(es) and corporate restructuring. As
of the date hereof, the Board is still in the process of finalizing a
comprehensive solution. The Company will disclose the relevant
information as and when appropriate.

China Lottery Market

China’s lottery market registered total lottery sales of RMB187.68
billion in the first six months of 2015, increased by 5% over the same
period last year.

During the period under review, total Welfare Lottery sales was
RMB102.84 billion. Welfare CTG sales increased by 4% to RMB73.13
billion, accounting for 71% of the total Welfare Lottery sales (2014
72%). Welfare Scratch Card sales dropped by 17% to RMB8.24 billion
and Video Lottery Terminals (“VLT”) sales grew by 20% to RMB21.18
billion. Sales of Keno was RMBO0.29 billion, down by 26%. Welfare
Scratch Card and VLT accounted for 8% and 21% of the total Welfare
Lottery sales respectively (2014: 10% and 18% respectively).

In the first half of the year, total Sports Lottery sales was RMB84.83
billion. Sales of Sports CTG, including SMG, increased by 8% to
RMB77.33 billion accounting for 91% of total Sports Lottery sales
(2014: 89%). Sports Scratch Card sales was RMB7.50 billion,
dropped by 11% over the same period last year, accounted for 9% of
the total Sports Lottery sales (2014: 11%). Sports VLT was launched in
January, total sales in the first six months was RMB3.13 million.
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MANAGEMENT DISCUSSION AND ANALYSIS

(continued)

System and Games Development Business

The Group's SGDB is an active participant in the provision of lottery
system and specialized equipments for both CTG and scratch card
products in China. During the period under review, the Group’s
SGDB worked through the challenging market condition against the
backdrop of temporary suspension of internet distribution channel and
a soft scratch card market. Although the Suspension put pressure on
the total sales of Welfare CTG market, the Group’s SGDB was able to
deliver solid earnings during the period.

Welfare CTG Business
The Group’s SGDB participated in the Welfare CTG business in China
and covers 17 lottery provinces in China.

Total sales of Welfare CTG market in the first six months of 2015
was RMB73.13 billion, up 4% over the same period last year (2014:
RMB70.57 billion). The slowdown of the growth rate was mainly
attributed to the negative impact of the Suspension. Regional high
frequency games continued to gain traction and bring impetus to the
Welfare CTG market during the period under review. However, the
growth of high frequency games was offset by the lagged performance
of national draw-based games.

Capitalizing on the extensive service network and its ongoing pledge
to deliver reliable products and services, the Group’'s Welfare CTG
business is able to maintain its leading market position in this lottery
segment. Its outstanding performance and leading position in the
upstream lottery market will continue to drive consistent revenue
stream to the Group. However, it should be noted that the Welfare
CTG business is a mature business and its margins can be subject to
downward pressures.

Welfare Scratch Cards Business
The Group’s SGDB involves the validation and printing business of
Welfare Scratch Cards in China.

The Group has jointly controlled interests, through Beijing Guard
Libang Technology Co Ltd (“Guard Libang”), in Welfare Scratch
Cards validation services. Guard Libang is the validation system and
specialized equipment provider for Welfare Scratch Cards in the
Chinese lottery market. It is also a 50:50 joint venture with Scientific
Games Corporation (“Scientific Games”), the world’s leading instant
ticket system and games provider. Our strategic partnership with
Scientific Games enables us to bring its expertise and technology
know-how to the Scratch Cards market in China.

Through a cooperative venture with Shijiazhuang Offset Printing
House, one of the three entities authorized to print for the Welfare
Scratch Cards programs, the Group has involved in Welfare Scratch
Cards printing business.
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MANAGEMENT DISCUSSION AND ANALYSIS

(continued)

The overall sales performance of scratch card products in the
Chinese lottery market remained soft in the first six months of 2015
which reflected the change in customer demand from scratch card
to other lottery products due to an ever more fiercely competitive
market environment. Nevertheless, scratch card remains an essential
component in the lottery market in balancing the product portfolio.

Although the total sales of Welfare Scratch Cards dropped by 17%
during the period, the Group’s printing operations continued to offer
scratch cards with new game designs and relaunches of existing
games.

A successful game design has proved its worth to ignite interest
among lottery players. The Group is committed to bring in scratch
card designs with fascinating elements to meet players’ demand
for something new and exciting and thus support the revitalization
initiatives taken by lottery authorities.

Sports CTG Business

The Group’s Sports CTG business involved the manufacturing and
sales of CTG terminals to provincial Sports Lottery Centres across
China serving the needs of traditional CTG segment and supporting
the development of SMG.

During the period under review, the Group actively participated in the
procurement bidding of CTG/SMG terminals and successfully won
several tenders to supply Sports CTG terminal in different provinces.

Distribution and Marketing Business

The Group’s DMB division principally engaged in the distribution of
lottery products which include CTG games, scratch card games, single
match games, high frequency games and video lottery products. Such
distribution is conducted through the internet and other platforms
which include mobile, physical shops and dedicated game halls. It is
a major participant in the downstream lottery operations in China. It
has successfully established a comprehensive distribution platform
consists of a widely diversified and recognized physical retail network
and a best-in-class portfolio of electronic lottery distribution channels.

We pledged to provide reliable, efficient and innovative lottery services
to address the needs of end consumers in lottery market and assist
lottery authorities to promote and develop the China Lottery market in
sustainable manner.

Despite the negative impact of the Suspension on the Group’s internet
based operations, the Group’s DMB managed to deliver satisfactory
results and solid progress in the challenging market environment
through its diversified distribution channels and lottery products.
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MANAGEMENT DISCUSSION AND ANALYSIS

(continued)

Scratch Cards Distribution Business

The Group's scratch cards distribution business focuses on the
distribution and sales of scratch cards through a physical lottery
distribution network located throughout the major provinces in China.
Our network comprised of a widely diversified and recognized sales
distribution channels located in selected prime locations. The Group's
DMB is one of the largest distributors for scratch cards in terms of
sales value and number of point-of-sales established.

In the first half of the year, the combined sales of Welfare Scratch
Cards and Sports Scratch Cards in China was RMB15.74 billion, down
by 14% over the same period last year. The decline in scratch card
market reflected a confluence of the fundamental supply and demand
factors altering players’ consumption pattern for the printed instant
tickets. It is believed that keen competition arising in the Chinese
lottery market from other rapidly growing products, such as regional
high frequency games, has created noticeable pressure on the growth
of scratch card products.

The Group remains cautiously optimistic about the scratch card
market as the sales of printed instant tickets posting a faster rate
of decline in the latest quarter, starting to show an alarming trend.
The Group worked hard to reposition ourselves through continuous
improvements to its channel management. In addition, the Group
has started to focus on stimulating the demand side by exploring new
distribution channel for scratch card products so as to bring in new
demand from customers of new distribution channels. We expect to
increase the pace of channel innovation, depending on the progress of
industry-wide regulatory reform, to revitalize this market segment and
drive long-term growth.

Single Match Games Business

During the period under review, the Group’s SMG business was mainly
conducted through our franchised SMG shops in China. The Group
operates a safe, reliable and comprehensive distribution platform to
facilitate the development of SMG in China. Owing to the nationwide
Suspension, the Group has stopped all its internet based lottery
distribution units and the Group’s online lottery distribution service
was directly affected by the Suspension. Such Suspension will remain
in force until the Chinese Government completed its wholescale review
of internet lottery distribution policy and new regulations in this area
are promulgated.

During the first half of 2015, total SMG sales in China recorded
a strong growth of 32% over the same period last year to about
RMB24 billion. The strong performance was partially attributed to the
huge demand triggered by the outstanding performance of China’s
national football team during the 2015 AFC Asian Cup which staged
in Australia in January. Also, 2014 FIFA World Cup has proven to
be a strong catalyst to fuel growth of SMG in China by introducing
this lottery game to the general public, growing the number of both
regular and casual players of SMG. The impact of the Suspension
principally only affected the overall China SMG market in the second
quarter of 2015. As such, the full impact of the Suspension is likely
to be reflected in the second half of year 2015 should the Suspension
continue.
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MANAGEMENT DISCUSSION AND ANALYSIS

(continued)

Mobile Lottery Business and Mobhile Electronic Lottery Platform

The Group’s mobile lottery business consists of two generations of
mobile technology. The traditional mobile lottery business provides
subscribers with the latest lottery information and allows them to
purchase CTG tickets through SMS text messaging while the current
generation Mobile Electronic Lottery Platform (“Mobile ELP”) utilize
mobile app to buy lottery tickets and receive latest lottery information.

The Group’s Mobile ELP offers a multi-functional back-end system
with convenience interface to facilitate lottery distribution over the
mobile channel. Mobile ELP improves the convenience of lottery
purchase by connecting players directly to the centralized system of
provincial lottery centre, enabling a safe and reliable lottery buying
experience. The adoption of Mobile ELP provides provincial lottery
centres with technological breakthrough to better connect with players
located in their respective provinces and retain the purchase power
from the locals.

During the period under review, the development of Mobile ELP
for Guangdong Sports Lottery Administration Centre (“Guangdong
SLAC”) is in the final phase awaiting green light from lottery
authorities to launch the platform in near-term. Guangdong is one
of the most populous provinces in China and it ranked #1 and #3
in terms of total lottery sales and Sports Lottery sales as of the first
six months of 2015. The Group is confident that the collaboration
with Guangdong SLAC will result in great success. As Mobile ELP
provides technological breakthrough to facilitate lottery authorities to
enhance player engagement and drive lottery penetration within their
own administrative region, the Guangdong project has showcased the
supreme capabilities and reliability of the system itself, allowing us to
expand the coverage of our solution to other potential customers and
support the industry development.

Sports Video Lottery

Last year, the Group was honored to be chosen as one of the first
companies to play an active role in supporting the launch of a new
lottery product for Sports Lottery. The issuance of Sports VLT is one
of the initiatives adopted by the authorities in support of the tourism
development in Hainan Province which has also broadened the
product range of Sports Lottery.

The Group’s first franchised lottery outlet, located at a five-star hotel
in Sanya city, has commenced soft opening in January 2015 allowing
players to experience the excitement offered by this brand new lottery
product. Although the development of Sports VLT is still at its infancy
stage, we are very positive on the long-term growth of this product and
its potential contribution to the lottery market.
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MANAGEMENT DISCUSSION AND ANALYSIS

(continued)

Outlook

The Chinese lottery market witnessed some revolutionary and
structural changes in the first half of 2015, wherein regulatory
development and market evolution set to pave the way for a brighter
future ahead. The Group made solid progress in the first half year on
various strategic and operational fronts to embrace the shifting trends
which are going to benefit our core lottery operations and open up
enormous growth potential for the Group.

In the past few years, the Group stepped up its investment in fast-
growing areas of the Chinese lottery market with the highest potential
return through diversifying and transforming its business portfolio in
anticipation of the future growth areas in the China lottery market. It is
envisaged that electronic lottery distribution channels will continue to
play an important role in the future development of the Chinese lottery
market by fueling the growth of lottery playing population. With a solid
foundation of its lottery business in China, the Group is well-prepared
to ride the wave of the fast-growing lottery market in China.

Given the latest regulatory development and government’s
determination to improve transparency and eliminate malpractices
in the industry, the Chinese lottery market will experience short-
term setback and uncertainties. For instance, market participants
are facing a challenging operating environment with the temporary
suspension of internet lottery distribution and an extended regulatory
approval process for new lottery products and distribution channels.
It is noteworthy that internet based lottery distribution business only
represented a portion of the Group’s entire lottery business. The
Group's solid foundation built on its well-diversified business portfolio
allows us to endure market challenges and sustain future growth by
delivering resilient earnings and generating stable cash flow regardless
of the length of these impacts. Although performance of the Group will
be dampened in the near-term, we are well positioned and absolutely
committed to getting back on track and accelerating growth once the
licensing regime to be enacted and beyond.

It is widely believed that the upcoming regulatory development will
further improve the transparency on the control and management of
lottery funds and ensure best practices for both regulators and market
participants. This will serve us well for the long term by rebuilding
customer trust and gathering their ongoing support to the lottery
program in China. Nevertheless, such development will take time and
continue to evolve in the coming months.

EEENWR DT

(%)
RE
“E-hEE¥E PEEEMSKEZEEGE -

BEENES DEFENERETSBEERTE
SENERANSEE  L¥F AEEEXERS
MREEEMOIGTEENER NRYE TEZ
EMTEDRE MEANAEEZLYREHNHK
B BHELENERES -

RBEEF AEEEABEBEEZ TLERER
EAERRTYEMS FARREHRERAETD

MARLE NP B ENSAEEERE DS REE
A -AHEFXREREAREBRNARESEED
BREEmsERLEZEEAGE BBEERRA
BER - AEEETFBENCEEBREZE CF
FEBOEPRYETSSERERNRY -

ERTENENEERR URBNHENRETE
FHE BRITETR *I%Em%%ﬁﬁha
MBEARTHEEE-BHAME mHEELEYR

HOEmRE ﬁﬁ%,%?ﬁ%%ﬁﬁﬁ'%%

FEMREEAREEHEFER- TE?—%&%E’J%
EMPEYRREAEREEAREBEREB S
#—H 5 $%E%EW@%E%%K%EM¥%
HE ESRAEEARNEETISYE - EIERE -
BEEERAMEBERER BRARSEER-
BEREEIHPRREAG TS EEEEES B
EEBHIEEERER EHIL MNRIGR DK -

MELEERAA BEERRGE—TREVEESE
EREEMNEHE BMRETERMBEZYUR
%m%ﬁ%% RIEME BREFBRIEFPYHF
EYEFENELTRNESSE N NEEE
HF R E:&amm BHERETE  WBR AR
HATE RS

DMBS 2015 WEFRERARAT 29



MANAGEMENT DISCUSSION AND ANALYSIS

(continued)

The progress of regulatory development will not compromise our
ability to leverage on the Group’s existing competitive advantage to
participate in and contribute the Chinese lottery market. Capitalizing
on our comprehensive distribution platform, together with a well
diversified business portfolio which covers the whole value chain of
the industry and almost all kind of lottery products, we are well placed
in the lottery industry to manage our business in an opportunistic
manner to mitigate impacts. Furthermore, there are several important
and strategic initiatives underway, which will be instrumental in
accelerating business expansion and strengthening the Group’s
financial position. We are extremely confident that the Group will
continue to maintain its strong presence and set us apart from the
competitors.

The temporary suspension of internet channel and regulatory reform
taking place will not only speed up market consolidation but also
will help corporations with competitive strengths, like us, to identify
potential opportunities that help to further enhance our growth
strategy over the electronic distribution platform. That may also
include plan to further increase investment in Okooo operations
subject to the improvement in the clarity of internet licensing and
resumption of internet based lottery distribution. We expect that the
Chinese authorities will introduce a licensing regime to regulate the
internet lottery market, whereby online lottery service providers will be
able to apply for licences to sell lottery tickets online. Depending on
the requirements of the licensing regime, it is planned that the Group
will apply for a licence after the Chinese authorities announce the
application procedures. The Group will maintain its nimble, prudent
and disciplined approach to capture investment opportunities that will
add value to the existing business and deliver operational synergies.

Apart from pursuing value creating acquisitions and making
continuous investment in attractive organic growth opportunities,
most importantly, power of innovation will help us to stay ahead
of competition to meet customers’ expectation and turn challenge
into growth potential. Our effort in exploring new lottery distribution
channels to penetrate the untapped market is a great example. In
terms of electronic lottery channels, ongoing innovation also gives
us strengths to elevate services, expand user base and benefit from
market consolidation.

Despite the Suspension and its impact to the overall Chinese lottery
market, the Group took the opportunity to realign its resources to
undertake system upgrade and testing in preparation for the next
generation platform. At the same time, efforts were made to develop
simple online games and to enhance its omni-channel capacity
and functionality. We sought to attain cost efficiency by initiating
development that help us to embrace the greatest opportunities ahead
after the enactment of licensing regime and resumption of internet
based lottery distribution. The Group will explore the opportunities
in electronic games development in relation to lottery or non-lottery
related sectors. We will also evaluate the potential for expansion into
non-lottery product distribution which can better utilize our existing
lottery customer base.

30  REXLot Holdings Limited Interim Report 2015

EEENWRDN
(%)

EEERRNEERSTEFEARENRRAARFEE
Z2ENBBTPEYENS BEAEEN2EEK
EKYE MEBEERBETXRERR OF2EERE
MmN ZTTEEBAS AEELRNERTENS
MUE AIEEEEEBARETSEHENTE -
BE AKBELHPHZEBSARKERE BAF
AR ZE TS 0 R S I 58 AN SR B A0 B A5 R0 © AN S R
ERATHFERESAY ERFHFPHRAML -

EMRRENEFEFREERNEMENETHE
B UHBEIAREERARFENNAR HR
ME-— P EREFREATARAERZEERS -
BN REFEBERRER T EABHERS
TR 1E BB % Rk 18 — 235 iR Okoootk & B
e AKEES hEABAPISHELE R E
RELBMBYENS Bt R ELYERBHER
BRI AR LIHEX RRMR - R F 225 E0R
EARERAESRTEEEBHARTRBRRF
ERERER AEERRAHEL BERALE
MTEt MERERSE RAEXBEERERK
B IR R A

Boe AEENEERSERER ARSI AL
BERBN FEENZ BFENSEDHAKE
EZRFPHAML AREPHE BEBEB(A
BEEN - AEEBIRBHXELEARBIRE
AEROmBER -V - EEFTHERETE T
EralFTE AR B R IARA RS AARPER X

XERMIGESR -

BEETARECLRELPEXENS A%
BEXRBERER ETRGARLAR B —K
FaEEE - R NREBERRABEHENR EEE -
MREERENRAMELDE - HMABNBBAER
BERRAYE  EHMAENIEBEEIESEEE Rk
EEMREYRRXREANRSZ R - AEE KR
FRIGEHERBTRERE T ERFAE N EOH
- RMTHFEEETEFREEERMLENEN I
BUEMERRMARENERELPER-



MANAGEMENT DISCUSSION AND ANALYSIS

(continued)

The Group has also commenced a strategic review to address the
current market dynamics which influence the Group’s two distinctive
lottery divisions — the SGDB and DMB. This review will facilitate the
Group in developing strategies on how to reallocate resources and
as to best position its lottery businesses for future growth and value
realization. Although we are still looking at different approaches and
options to restructure the existing business portfolio and generate the
highest value for shareholders, we believe these strategic initiatives
will ensure the Group's lottery businesses to be well-capitalized and
continue to grow as we forge ahead.

It should be noted that the Bonds Put Option may have an impact on
the implementation and attainment of future development plans of
the Group. The Company is taking reasonable and prudent measures
in order to capitalize on the future growth opportunities and yet
balancing and mitigating the effects of uncertainties including that
resulted from the Bonds Put Option. The above strategic efforts
are the building blocks that underpinned our growth across various
business fronts. Looking ahead, we will remain focused on delivering
excellent lottery services and enhancing lottery distribution channels
that drive growth into the Chinese lottery market and to return the
Group with growth and profitability. The Group has great confidence
in the Chinese lottery market that the Welfare and Sports Lotteries
in China will continue to make significant contributions for the good
causes which benefit the general public in China. The Group will also
continue its efforts in the furthering such the good causes through the
careful and diligent execution of its planned strategies in the years
ahead.

FINANCIAL REVIEW

Financial Results

For the six months ended 30 June 2015, the Group recorded a
turnover of HK$848,843,000 (2014 restated: HK$917,014,000),
representing a decrease of 7% over the last year. The decrease was
attributable to the decrease in turnover from the lottery business.

The unaudited profit attributable to equity shareholders of the
Company was HK$332,873,000 (2014 restated: HK$438,356,000).
The earnings per share was 3.34 HK cents (2014 restated: 4.89 HK
cents). Diluted earnings per share was 3.34 HK cents (2014 restated:
4.60 HK cents).

Liquidity, Financial Resources and Funding

At 30 June 2015, the equity attributable to equity shareholders
of the Company amounted to HK$6,259,778,000 as compared to
HK$6,006,579,000 at the end of the previous year.

At 30 June 2015, the Group had cash reserves of approximately
HK$1,462,786,000 (31 December 2014: HK$1,293,032,000),
which included approximately HK$332,000 (31 December 2014:
HK$332,000) of clients’ funds that were kept in designated
segregated bank accounts.
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MANAGEMENT DISCUSSION AND ANALYSIS

(continued)

In 2011 and 2012, the Company issued 6% convertible bonds due
2016 in principal amount of HK$964,700,000 and HK$429,000,000
respectively (together, the “2016 Convertible Bonds”). Each 2016
Convertible Bond will be convertible into fully paid ordinary shares
of HK$0.01 each (the “Shares”) of the Company at the applicable
conversion price of HK$0.5600 per Share. The 2016 Convertible
Bonds bear interest at the rate of 6% per annum payable semi-
annually in arrears. During the period under review, there was
no conversion of the 2016 Convertible Bonds into Shares by the
bondholders and no redemption of the 2016 Convertible Bonds
made by the Company. As at 30 June 2015, the principal amount of
the 2016 Convertible Bonds outstanding was HK$347,700,000 (31
December 2014: HK$347,700,000).

In 2014, the Company issued 4.5% convertible bonds due 2019
in principal amount of HK$1,900,000,000 (the “2019 Convertible
Bonds”). Each 2019 Convertible Bond will be convertible into fully
paid ordinary Shares of the Company at the applicable conversion
price of HK$1.3700 per Share. The 2019 Convertible Bonds bear
interest at the rate of 4.5% per annum payable semi-annually in
arrears. During the period under review, there was no conversion of
the 2019 Convertible Bonds into Shares by the bondholders and no
redemption of the 2019 Convertible Bonds made by the Company.
As at 30 June 2015, the principal amount of the 2019 Convertible
Bonds outstanding was HK$1,900,000,000 (31 December 2014:
HK$1,900,000,000).

The gearing ratio as at 30 June 2015 was 32.35% (31 December
2014: 33.09%). The gearing ratio was derived by dividing the total
borrowings including the Convertible Bonds, obligation under finance
leases and bank borrowings of approximately HK$2,065,158,000 (31
December 2014: approximately HK$2,031,895,000) by the amount
of total equity. The liquidity ratio of the Group, represented by a
ratio between current assets over current liabilities, was 286% (31
December 2014: 2,082%), reflecting adequacy of financial resources.
The decrease of liquidity ratio mainly due to the reclassification of the
Convertible Bonds from non-current liabilities to current liabilities for
the period ended 30 June 2015.

The Group had outstanding bank borrowings of approximately
HK$87,500,000 as at 30 June 2015 (31 December 2014:
approximately HK$87,500,000). The bank borrowings were
denominated in Renminbi and interest bearing at prevailing
commercial lending rates. The Group’s land and building were
pledged to secure the bank borrowings. It is expected that all these
borrowings will be repaid by internal generated funds.

Taking into account the financial resources available to the Group
including internally generated funds and available banking facilities,
the Group has sufficient working capital to meet its present
requirements.
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MANAGEMENT DISCUSSION AND ANALYSIS

(continued)

Pledge of Assets

At 30 June 2015, the Group’s land and building with total market
value of approximately HK$120,625,000 (31 December 2014:
approximately HK$87,250,000) were pledged to banks to secure the
bank borrowings granted to the Group.

Share Capital

There was no change in the Company’s share capital structure during
the period under review. As at 30 June 2015, the total number of
issued shares of the Company was 9,960,024,710.

2016 Convertible Bonds

The Company issued the 2016 Convertible Bonds in 2011 and 2012
respectively which shall, upon conversion, be convertible into fully
paid Shares at an initial conversion price of HK$0.6175 per Share.
Pursuant to the adjustment provisions in the terms and conditions
of the 2016 Convertible Bonds, (i) adjustment has been made to the
conversion price of the 2016 Convertible Bonds from HK$0.6175 per
Share to HK$0.6100 per Share with effect from 19 June 2013 as a
result of the approval and declaration of the final dividend for the year
ended 31 December 2012; (ii) further adjustment has been made to
the conversion price of the 2016 Convertible Bonds from HK$0.6100
per Share to HK$0.6000 per Share with effect from 31 October 2013
as a result of the declaration of the interim dividend for the six months
ended 30 June 2013; (iii) further adjustment has been made to the
conversion price of the 2016 Convertible Bonds from HK$0.6000 per
Share to HK$0.5800 per Share with effect from 19 June 2014 as a
result of the approval and declaration of the final dividend for the year
ended 31 December 2013; (iv) further adjustment has been made to
the conversion price of the 2016 Convertible Bonds from HK$0.5800
per Share to HK$0.5700 per Share with effect from 31 October 2014
as a result of the declaration of the interim dividend for the six months
ended 30 June 2014; and (v) further adjustment has been made to
the conversion price of the 2016 Convertible Bonds from HK$0.5700
per Share to HK$0.5600 per Share with effect from 19 June 2015 as
a result of the approval and declaration of the final dividend for the
year ended 31 December 2014.

During the period under review, there was no conversion of the 2016
Convertible Bonds into Shares by the bondholders and no redemption
of the 2016 Convertible Bonds made by the Company. As at 30
June 2015, the principal amount of the 2016 Convertible Bonds
outstanding was HK$347,700,000. The 2016 Convertible Bonds are
currently listed on the Singapore Exchange Securities Trading Limited.

As at the date hereof, the principal amount of the 2016 Convertible
Bonds remaining outstanding is HK$347,700,000. Each 2016
Convertible Bond will be convertible into fully paid Shares at an
applicable conversion price of HK$0.5600 per Share upon conversion.
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MANAGEMENT DISCUSSION AND ANALYSIS

(continued)

Pursuant to the terms and conditions of the 2016 Convertible Bonds,
the Company may at any time after 28 September 2014 and prior to
the maturity date of the 2016 Convertible Bonds, and subject to the
provisions of the terms and conditions thereof, redeem in whole, or
in part, the 2016 Convertible Bonds for the time being outstanding at
their principal amount together with interest accrued to the date fixed
for redemption.

2019 Convertible Bonds

The Company issued the 2019 Convertible Bonds in 2014 which shall,
upon conversion, be convertible into fully paid Shares at an initial
conversion price of HK$1.4070 per Share. Pursuant to the adjustment
provisions in the terms and conditions of the 2019 Convertible Bonds,
(i) adjustment has been made to the conversion price of the 2019
Convertible Bonds from HK$1.4070 per Share to HK$1.3900 per
Share with effect from 31 October 2014 as a result of the declaration
of the interim dividend for the six months ended 30 June 2014; and
(ii) further adjustment has been made to the conversion price of the
2019 Convertible Bonds from HK$1.3900 per Share to HK$1.3700
per Share with effect from 19 June 2015 as a result of the approval
and declaration of the final dividend for the year ended 31 December
2014.

There was no conversion of any 2019 Convertible Bonds since their
issuance and during the period under review. As at 30 June 2015,
the principal amount of the 2019 Convertible Bonds outstanding was
HK$1,900,000,000. The 2019 Convertible Bonds are currently listed
on the Singapore Exchange Securities Trading Limited.

As at the date hereof, the principal amount of the 2019 Convertible
Bonds remaining outstanding is HK$1,900,000,000. Each 2019
Convertible Bond will be convertible into fully paid Shares at an
applicable conversion price of HK$1.3700 per Share upon conversion.

Relevant Event in relation to the Convertible Bonds

As stated in the announcement of the Company dated 20 August
2015, pursuant to the terms and conditions of each of the 2016
Convertible Bonds and the 2019 Convertible Bonds, a “Relevant
Event” occurs when, among other things, the Shares are suspended
for trading for a period equal to or exceeding 30 consecutive trading
days on The Stock Exchange of Hong Kong Limited. Notice has been
given by the Company to the holders of the Convertible Bonds that
a “Relevant Event” occurred. Each holder of the Convertible Bonds
will have the right at such holder’s option, to require the Company
to redeem all or some only of such holder's Convertible Bonds on
2 November 2015 at their principal amount together with interest
accrued to such redemption date, in each case in accordance
with the respective terms and conditions of the 2016 Convertible
Bonds and the 2019 Convertible Bonds. Upon redemption of any
of the Convertible Bonds, such redeemed Convertible Bonds will be
cancelled.
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MANAGEMENT DISCUSSION AND ANALYSIS

(continued)

Exposure to Exchange Rate Risk and Interest Rate Risk

The Group’'s assets, liabilities and transactions are mainly
denominated either in Hong Kong dollar or Renminbi. In August
2015, The People’s Bank of China has adjusted the official exchange
rate of Renminbi. The official exchange rate of Renminbi against the
Hong Kong dollar as at 31 August 2015 depreciated by approximately
4.5% as compared to that as at 31 December 2014. The Directors
are aware that the fluctuations in exchange rate between Hong Kong
dollar and Renminbi may give rise to potential foreign currency risk.
The Group currently does not have a foreign currency hedging policy
and will continue to monitor and evaluate the Group’s foreign currency
exposure and take actions as appropriate.

In terms of the interest rate risk exposures, the Group does not have
any significant interest rate risk as the interest rates currently remain
at low levels.

Deconsolidation of a Subsidiary

The PRC Company was deconsolidated as a subsidiary of the
Company. The date of the deconsolidation was taken to be 1 January
2014 and the PRC Company was reclassified as an available-for-sale
financial asset in the Group’s consolidated management accounts
from 1 January 2014 onwards.

Details of the deconsolidation of the PRC Company are set out in
the Company’'s 2014 annual report. As at the date hereof, the PRC
Company remains a long term investment of the Group.

Acquisitions and Disposals of Subsidiaries
The Group had no material acquisition and disposal of subsidiaries
during the six months ended 30 June 2015.

Human Resources
At 30 June 2015, the Group had 1,245 employees.

The Group remunerated its employees mainly based on the
individual’s performance and experience. Apart from the basic
remuneration, discretionary bonus and share options may be granted
to eligible employees by reference to the Group’s performance as well
as the individual’s performance.

The Group will continue to emphasise on staff training and total
quality management to better prepare its staff members for the
upcoming changes and challenges in the market and industry.
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OTHER INFORMATION

INTERESTS OF DIRECTORS AND CHIEF EXECUTIVES

As at 30 June 2015, the interests or short positions of the Directors
and chief executives in the shares, underlying shares or debentures of
the Company or any of its associated corporations (within the meaning
of Part XV of the Securities and Futures Ordinance (the “SFQ")) as
recorded in the register maintained by the Company pursuant to
Section 352 of the SFO or as otherwise notified to the Company and
The Stock Exchange of Hong Kong Limited pursuant to the Model
Code for Securities Transactions by Directors of Listed Issuers (the
“Model Code”) were as follows:

Long position in the ordinary shares of HK$0.01 each (“Shares”)
and underlying Shares in the Company
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EERFRITRAE ZES
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ARRHEAATHEEEE (& R EH MAE KD
FEXVED) 2 Bty BB D REHFTHEARBERES
M BRI FI2GARFEARRFEZAME
ZHEEIRE BB LTRTAERTETESFR
SRETA ([REFR) BNERRBARES
BMEXIMERAR ZERIKBWT

REAQBDEREEIOIBAEER ([RH]) R
MERGZHFR

Number of Percentage of
Number of underlying issued
Name of Director Nature of interest Shares held Shares held Total share capital
s 1 HBRIT
BEEpR BamME FERO#E B4 &8 @zt BRAE S
Chan How Chung, Victor Interests of controlled 1,494,941,855 218,978,102 1,713,919,957 17.21%
corporation (Note A) (Note B)
e ZEHIAE R (PH3EA) (f45EB)
Notes: P&

A. Among these Shares, 1,187,640,997 Shares are held by Keen Start
Limited and 307,300,858 Shares are held by Kingly Profits Corporation.
Both Keen Start Limited and Kingly Profits Corporation are indirectly
wholly owned by Mr Chan How Chung, Victor.

B. Kingly Profits Corporation is deemed to be interested in 218,978,102
underlying Shares to be derived from the convertible bonds in the
aggregate principal amount of HK$300,000,000 issued by the Company
on 8 July 2014 at the applicable conversion price of HK$1.3700 per
Share.

Save as disclosed above, as at 30 June 2015, none of the Directors
or chief executives had any interests or short positions in the shares,
underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO) as
recorded in the register required to be kept under Section 352 of the
SFO or as otherwise notified to the Company and The Stock Exchange
of Hong Kong Limited pursuant to the Model Code.
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OTHER INFORMATION

(continued)

SHARE OPTIONS

The movements in share options granted under the share option
scheme adopted by the Company on 28 June 2012 (the “2012
Scheme”) during the six months ended 30 June 2015 are shown
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below:
2012 Scheme —E—_—FF 3
Number of options
BREHA
At Granted Exercised Lapsed At Date of
1 January during the during the during the 30 June offerto  Exercise price Exercisable
Category of participant 2015 period period period 2015 grant options per Share period
RZB-1F R-B-1F RiiBRE =3
SRALER -A—-H BARE BRTHE BRXX ~B=TH ZEABH REB1TEE TES
(HK$)
(&)
Employees 2,000,000 - - - 2,000,000 07/01/2014 1.090  13/01/2014 -
E& 06/01/2016
160,000,000 - - (40,000,000) 120,000,000 27/06/2014 0910  15/07/2014 -
26/06/2016
Total 5t 162,000,000 - - (40,000,000) 122,000,000

At 30 June 2015, no Director had any interests in options to subscribe
for Shares. During the six months ended 30 June 2015, no share

option was granted under the 2012 Scheme.
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OTHER INFORMATION

(continued)

INTERESTS OF SUBSTANTIAL SHAREHOLDERS

As at 30 June 2015, the interests or short positions of the following
parties (other than a director or chief executive of the Company) in
the shares or underlying shares of the Company as recorded in the
register required to be kept by the Company pursuant to Section 336

of the SFO were as follows:
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Long position in the Shares and underlying Shares in the Company MNAEAATRORIEBERGOZHE
Number of Percentage of
Number of underlying issued share
Name of Shareholder Nature of interest Shares held Shares held Total capital
FriisaE e BT
BRRBE %2 BHME FEROHE RO EE @t REBDH
Keen Start Limited Beneficial owner 1,187,640,997 - 1,187,640,997 11.92%
ExEEA (Note A)
(FitzEA)
Capital Research and Management Investment manager 677,129,500 - 677,129,500 6.80%
Company REKE
Polaris Capital Management, LLC Investment manager 707,608,964 - 707,608,964 7.10%
RELE
Mutual Fund Elite Custodian corporation/ 679,707,497 - 679,707,497 6.82%
approved lending agent
SERE/RUBERE
Standard Life Investments Investment manager 510,134,445 - 510,134,445 5.12%
(Holdings) Limited REEE
(as parent company)
(ERBRA)
Kingly Profits Corporation Beneficial owner 307,300,858 218,978,102 526,278,960 5.28%
EREAA (Note B) (Note B)
(Ffi5EB) (M7B)
Notes: B3k -
A. These Shares are held by Keen Start Limited as beneficial owner. A, ZZ ) B Keen Start Limited/E A B A A

Keen Start Limited is wholly owned by Smart Ease Corporation, which
in turn, is wholly owned by Mr Chan How Chung, Victor. The interest
disclosed herein was included in the interest of Mr Chan How Chung,
Victor as disclosed in the section under “Interests of Directors and Chief
Executives” in this report.

B. These Shares and underlying Shares are held by Kingly Profits
Corporation as beneficial owner. Kingly Profits Corporation is wholly
owned by Smart Ease Corporation, which in turn, is wholly owned by Mr
Chan How Chung, Victor. The interest disclosed herein was included in
the interest of Mr Chan How Chung, Victor as disclosed in the section
under “Interests of Directors and Chief Executives” in this report.

Save as disclosed above, the register required to be kept under
Section 336 of the SFO shows that as at 30 June 2015, the Company
had not been notified of any other person who had an interest or short
position in the shares or underlying shares of the Company.
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OTHER INFORMATION

(continued)

INTERIM DIVIDEND

The Board does not recommend the payment of any interim dividend
for the six months ended 30 June 2015 (2014: 2.30 HK cents per
share).

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S
LISTED SECURITIES

The Company and its subsidiaries have not purchased, sold or
redeemed any of the Company’s listed securities during the six
months ended 30 June 2015.

MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS
The Company has adopted the Model Code as set out in Appendix
10 to the Listing Rules as the code of conduct regarding securities
transactions by the Directors. All Directors have confirmed, following
specific enquiries by the Company, that they have complied with
the required standard set out in the Model Code throughout the six
months ended 30 June 2015.

AUDIT COMMITTEE

The audit committee has reviewed with the management the
accounting principles and practices adopted by the Group and
discussed internal controls and financial reporting matters including
the review of the unaudited interim financial statements for the six
months ended 30 June 2015.

CORPORATE GOVERNANCE

None of the Directors is aware of any information which would
reasonably indicate that the Company is not, or was not, throughout
the six months period, in compliance with the code provisions (the
“Code Provision(s)”) under the Corporate Governance Code as set out
in Appendix 14 to the Listing Rules, except the following deviations:

Under the Code Provision A.2.1, the roles of the chairman and the
chief executive should be separate and should not be performed
by the same individual. The division of responsibilities between the
chairman and chief executive should be clearly established and set
out in writing. The Company does not at present have a Chairman nor
a Chief Executive. Nevertheless, the main duties and responsibilities
of a Chairman and a Chief Executive are currently held by separate
individuals with written guidelines for the division of responsibilities
with a view to maintain an effective segregation of duties between the
management of the Board and the day-to-day management of the
Group's business and operations. The Company will continue to review
the effectiveness of the Group’s corporate governance structure and
consider the appointment of a Chairman of the Board and a Chief
Executive if candidates with suitable leadership, knowledge, skills and
experience can be identified within or outside the Group.
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OTHER INFORMATION

(continued)

Under the Code Provision A.4.1, non-executive directors should be
appointed for a specific term, subject to re-election. Currently, the
independent non-executive Directors are not appointed for a specific
term, but are subject to retirement by rotation at the Company’s
annual general meeting as specified in the Company’s bye-laws.

By order of the Board

Chan How Chung, Victor
Executive Director

Hong Kong, 31 August 2015
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