Dragonite International Limited

A e B B AT & F]
(Incorporated in the Cayman Islands with limited liability)
(7 P 2 FF 5 ot ok 72 2 B4 7))

(Stock Code : 329)

(B E: 329)

INTERIM REPORT A HA 3R &




I — — — ——— — —E E— —_— — —E— —_E —E —E — —E —E—E—E—E—E—E—E——
Contents
B &%

Page

BEIR
Corporate Information REEH 2
Condensed Consolidated Statement of Profit or Loss HRGEER L EMEEmKER 4

and Other Comprehensive Income

Condensed Consolidated Statement of Financial Position AR & MBI R 6
Condensed Consolidated Statement of Changes in Equity ARG EERE R 7
Condensed Consolidated Statement of Cash Flows BRGERERER 8
Notes to the Condensed Consolidated Financial Statements BRGRE B REM T 9
Management Discussion and Analysis S ERE VSl 29
Other Disclosure Information HAth & K R 36

2016 & HB 8 &5 2EEBRERAT 1



2

Corporate Information
NAEEFR

BOARD OF DIRECTORS

Executive Directors

Mr. Lee Kien Leong (Chairman)

Ms. Chan Mee Sze (Managing Director)
Mr. Lam Suk Ping

Independent Non-executive Directors
Mr. Lam Man Sum, Albert

Mr. Chang Tat Joel

Mr. Wong Stacey Martin

AUDIT COMMITTEE
Mr. Chang Tat Joel

Mr. Lam Man Sum, Albert
Mr. Wong Stacey Martin

COMPANY SECRETARY
Ms. Chan Mee Sze

AUDITOR
Deloitte Touche Tohmatsu

REGISTERED OFFICE
Cricket Square, Hutchins Drive
P.O. Box 268l

Grand Cayman KY'I-1111

Cayman Islands

DRAGONITE INTERNATIONAL LIMITED

Exg

HITES

FRELE (ZE)
REBLL (EFEEE)
MR S A

BUFHTES
MEREE
lp=2iibed
=EWLLE

ERZRE
2ot 2
PREIR S A
BREWEL

RRAWE
B%%/Eg\ﬁjt

B
BE « BERI ST

HEMRER

Cricket Square, Hutchins Drive
P.O. Box 268l
Grand Cayman KY -1 111

Cayman Islands

2016 Interim Report



HEAD OFFICE AND PRINCIPAL PLACE OF BUSINESS IN THE HONG
KONG SPECIAL ADMINISTRATIVE REGION OF THE PEOPLE’S REPUBLIC

OF CHINA (“HONG KONG”)
Suite 3205, 32/F., Tower 6, The Gateway
9 Canton Road, Tsim Sha Tsui, Kowloon

Hong Kong

PRINCIPAL SHARE REGISTRAR AND TRANSFER OFFICE
Royal Bank of Canada Trust Company (Cayman) Limited

4th Floor, Royal Bank House

24 Shedden Road, George Town

Grand Cayman KYI-1110

Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR AND TRANSFER OFFICE
Computershare Hong Kong Investor Services Limited

Shops 1712-1716, Hopewell Centre

183 Queen’s Road East

Hong Kong

PRINCIPAL BANKERS
in Hong Kong:
The Hong Kong and Shanghai Banking Corporation Limited

in the PRC:
China Construction Bank

Shenyang Economic and Technology Development Zone Branch

COMPANY WEBSITE

www.dragonite.com.hk

STOCK CODE
0329

2016 H HI R &

Corporate Information
NAEEH

REARKNEAFTBRTHE
([BRNENSERETEERMH

B
NELADEERBER
BRI E6FE32IE3205F

RHBFETARE

Royal Bank of Canada Trust Company
(Cayman) Limited

4th Floor, Royal Bank House

24 Shedden Road, George Town
Grand Cayman KY[-1110

Cayman Islands

EERONBFEZIE
BAPRELFELBERAT
N

ERRBERISIHR
BRALITI2-1716F

FEARBRT

REE

BB LBEERITERAA]
R :

Bl AR RTT

RIS EBERNRAERDTT

kb

www.dragonite.com.hk

ROAR
0329

2EFABRERAT 3



Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

BRGEEEaRAMEEKER

For the six months ended 30 June 2016 BZ=F—~FXA=Z+HIENEA

Six months ended

BETSIEHLERER
NOTES 30.6.2016 30.6.2015
Pt ZB-RE —T-IF
AA=TAH AA=TH
HK$’000 HK$'000
T TR
(unaudited) (unaudited)
(REER) (REEER)
Turnover =F
Sales of goods HEEm 12,464 13,135
Cost of goods sold HEMA (15,023) (8,348)
(2,559) 4,787
Dividend income BN 7,604 —
Interest income from loans receivable JEME K2 M EHA 5,751 1,053
Change in fair value of financial assets BRATEFABRNEREE
at fair value through profit or loss ZATEED (42) 85,561
Interest income from financial assets RATEABRNEREE
at fair value through profit or loss ZFEWA 496 —
11,250 91,401
Other income LR ON 202 4,663
Other gains and losses Htn&E 4 (168,080) (346)
Distribution costs fHE (2,594) (3,922)
Administrative expenses T (9,759) (9,833)
Other expenses Hith > (2,425) (2,817)
Finance costs BER (99) —
(Loss) Profit before tax A (B8 )& A (171,505) 79,146
Income tax expense FER N 5 (212) (14,386)
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

BRGEEEaRAEMGEEKRER

For the six months ended 30 June 2016 HZ2=F—~"FXA=THIENEA

Six months ended

BETSBHLEAMEA
NOTES 30.6.2016 30.6.2015
ok “E-RE —T-hF
AA=+H ~NA=TH
HK$’000 HK$'000
TER TET
(unaudited) (unaudited)
(REBEX) (REEZ)
(Loss) Profit for the period N (B8 & 6 (171,717) 64,760
Other comprehensive (expense) income HAth 2 H () RA
ltems that may be subsequently reclassified ~ HEAIgE@EMHEE
to profit or loss: Bm2ER
Fair value change in available-for-sale AHEERENTEEZS
investments (66,865) 1,264
Exchange differences arising on translation BB EBEE
of foreign operation ZERER (1,583) 411
(68,448) 1675
Total comprehensive (expense) income HN2E () A RRE
for the period (240,165) 66,435
(Loss) Earnings per share Bk (BE) 27 8
Basic BN HK(16.2) centsi&l HKé6.1 centsiB 1Ll

2016 & Hi ) & 2EERERAT D



Condensed Consolidated Statement of Financial Position

BB RS B AR R &

At30June 2016 R=Z—~FRA=1H

NOTES 30.6.2016 31.12.2015
BiEE —E-RE “E-RF
AA=1+H +-A=+—H
HK$'000 H$'000
THER FAT
(unaudited) (audited)
(REER) (&%)
Non-current assets *RBEE
Property, plant and equipment ME - BERRE 9 22,947 24,541
Available-for-sale investments AHEHERE 10 326,154 560,585
Prepaid lease payments BRMEEFIE 2,215 2,307
351,316 587,433
Current assets RBEE
Inventories BE 9,394 16,266
Financial assets at fair value through BRATEFAERR
profit or loss LEREE Il 7,562 —
Trade receivables fEWE SR8 12 646 1,790
Loans receivable FEWE TR 13 239,611 142,714
Deposits, prepayment and Be  BRFER
other receivables Hip el iRa 2,385 2,296
Prepaid lease payments BNHEENIE 82 82
Bank balances and cash RITHB LIRS 74,465 180,342
334,145 343,490
Current liabilities RBEE
Trade payables [ERTE 5HRE 14 286 949
Accruals and other payables FEET IR KB JE A+ BR 1R 25,433 29,969
Taxation payable JEHHIE — 98
Borrowing - due within one year fER——E R 15 10,000 10,000
35,719 41,016
Net current assets REEESFE 298,426 302,474
NET ASSETS EERE 649,742 889,907
Capital and reserves BXRRE
Share capital BRA 16 10,598 10,598
Reserves & 639,144 879,309
TOTAL EQUITY ERAE 649,742 889,907
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Condensed Consolidated Statement of Changes In Equity

BRGREERE B X

For the six months ended 30 June 2016 HZ2=F—~"FXA=THIENEA

Attributable

Share Non- Investment to owners

Share premium  Translation  distributable Special  revaluation Retained of the

capital account reserve reserve reserve reserves earnings  Company

LN

kit FHDK RE 2N

R BEE  EifE % BHEE  EMRE  REEN  EARR

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

TR TAR TAL TER TER TER TAL TER

(note a) (note b)
(Mita)  (Histo)

At | January 2015 (audited) R-F-nE-F-A(8%%) 10,598 27190 61,053 WU 3142 - 505,862 822582

Profit for the period B EH - - - - - - 64760 64760

Other comprehensive income for the period ~ BREMZENA - - 41 - - 1264 - [ 675

Total comprehensive income for the period BNENAEE - - 41l - - 264 64,760 66435

At 30 June 2015 (unaudited) RIE-RERA=TH(REER) 10,598 207,190 61 464 U3 314 1,264 570622 889,017

At | January 2016 (audited) RZE-~E-R-B(8%%) 10,598 217,190 59,343 U137 3,142 35,666 539,231 889,907

Loss for the period BREE — — — - - - (nny

Other comprehensive expense for the period ~ BREM 2 AR = = (1,583) = = (66,865) = (68,448)

Total comprehensive expense for the period ~ BRZEY 8% = = (1,583) = = (66,865)  (I7L717)  (240,165)

At 30 June 2016 (unaudited) RZE-RERRZTR(REER) 10,598 217,190 57,760 U131 3,142 (31,199) 367,514 649,742

Notes: Bzt -

(a)  The non-distributable reserve represents statutory reserves appropriated from profit (a) FEIREFEBEARARPEARLN

after tax of the Company's subsidiary in The People's Republic of China (“"PRC")

under the PRC laws and regulations.

(b)  The special reserve of the Group represents reserve arising pursuant to a group

reorganisation that was effected in during the year ended 31 December 2000.

2016 H Hi 3R &
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Condensed Consolidated Statement of Cash Flows

FRGAERERER

For the six months ended 30 June 2016 BZ=F—~FXA=Z+HIENEA

Six months ended

BETSBHLEAMEA
NOTES 30.6.2016 30.6.2015
ok “E-RE —T-hF
AA=+H ~NA=TH
HK$’000 H$'000
TER TET
(unaudited) (unaudited)
(REBEX) (REEZ)
Net cash (used in) from operating activities ~ &&/EEN(FTA)AEREFHE (104,868) 95,048
Investing activities REEH
Purchase of property, plant and equipment  EEAYIE « BiE Mk (7) (310)
Disposal of subsidiaries ek VNG |7 — 997
Purchase of available-for-sale investments BAFHLERE — (30,000)
Net cash used in investing activities REGBMAREFR 7 (29,313)
Financing activities MEEH
Borrowing raised EEEX — 10,000
Interest paid ERFE (99) —
Cash (used in) from financing activities REEH(MA)AERS (99) 10,000
Net (decrease) increase in cash and RekHeEEER
cash equivalents CRD ) S 054 (104,974) 75,735
Cash and cash equivalents at beginning Mz HRek
of the period Re%HEER 180,342 83,697
Effect of foreign exchange rate changes ExgFsFE (903) 135
Cash and cash equivalents at end of the period iR ZIR& RELEEEER 74,465 159,567
Analysis of the balances of cash and cash RekReFEERZ
equivalents R IT
Bank balances and cash RITEHREAS 74,465 159,567

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 2016 HZ2=F—~"FXA=THIENEA

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 “Stock
Exchange").

The Company's substantial shareholder is Goldfame Luck Limited
("Goldfame"), a limited company incorporated in the British Virgin Islands.

Goldfame is ultimately controlled by Mr. Li Gen Xiong.

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,

money lending and trading of wines in Hong Kong.

The functional currency of the Company is Hong Kong dollars (“HK$").

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 fair values.

Except as described below, the accounting policies and methods of
computation used in the condensed consolidated financial statements for
the six months ended 30 June 2016 are the same as those followed in the
preparation of the Group's annual financial statements for the year ended

31 December 2015.

2016 H Hi 3R &
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Notes to the Condensed Consolidated Financial Statements

BEEN- R R E R

For the six months ended 30 June 2016 BZ=F—~FXA=Z+HIENEA

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

TEREHER M)

NATFHERE  ARECERERAT
HRRATEGNEHERRERL
HELSEHMLAS([EEGHMAE])
BHRNEAMBRELER(BEH B R

Group's condensed consolidated financial statements: LR NMBETA -

Amendments to HKFRS ||
ERUMBREENE || F(EFTAX)
Amendments to HKAS |
EBGTERE | F(EFIAR)
Amendments to HKAS 16 and HKAS 38
BRI ERE 165K

BRI ERE 385K (BETA)
Amendments to HKAS 16 and HKAS 41
BEAGIEAS 165K

BRI ERE 41 F(ETAR)
Amendments to HKFRS 10,

HKFRS 12 and HKAS 28
ERMBREENE 105

BERMBHREERE 125K

BB GTERE 285K (BETA)
Amendments to HKFRSs
ERMBREER(BITAX)

3. SEGMENT INFORMATION

Accounting for acquisitions of interests in joint operations
KBAERBRANG TR

Disclosure initiative

R

Clarification of acceptable methods of depreciation and amortisation

BERNERBHAIRRTA

Agriculture: Bearer plants

REEEMED

Investment entities: Applying the consolidation exception

REER : BRRAGIARIOIIMER

Annual improvements to HKFRSs 2012 - 2014 cycle
ERMBREEN T —FE"FT-NFRANZFENE

3. oEER

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:

(a) health care products, which are mainly represented by ginseng

products

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

medicines
(c)  securities trading and investments
(d) money lending

(e) trading of wine

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 2016 HE - Z—~FXA=THIENEA

3. SEGMENT INFORMATION (Continued) 3. EERA)
For the six months ended 30 June 2016 (unaudited) AEF—F—NFEANA=THILNER K
HEK)
Securities
Health care  Pharmaceutical trading and Money Trading
products products  investments lending of wine  Consolidated
Z5EER
REER BEER k& &% ABEER &8
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR TR THR THR TR
Segment turnover PEREXE
Sales of goods HESm 240 9,356 = = 2,868 12,464
Change in fair value of financial AT (BT ABRMERERE
assets at fair value through LRTEEE
profit or loss = = (42) = — (42)
Dividend income REHA = - 7,604 = - 7,604
Interest income from financial BATEEABRENEREE
assets at fair value through ZHERA
profit or loss = = 496 = = 496
Interest income from loans RRETZHEIMA
receivable = = = 5,751 = 5,151
240 9,356 8,058 5,751 2,868 26,273
Segment (loss) profit HR(BR)EMN (11,359) 842 (160,003) 5732 430 (164,358)
Other income EflA 202
Unallocated corporate and other AR RAFREMT M
expenses (7,250)
Finance costs BBER (%9)
Loss before taxation HEEE (171,505)

2016 H HI R &
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Notes to the Condensed Consolidated Financial Statements

BEEN- R R E R

For the six months ended 30 June 2016 BZ=F—~FXA=Z+HIENEA

3.

SEGMENT INFORMATION (Continued) 3. EERA)
For the six months ended 30 June 2015 (unaudited) AF—F—AaFNA=THILNER K
HEK)
Securities
Health care  Pharmaceutical trading and Money Trading
products products  investments lending of wine  Consolidated
EFRER
REER BEEn & g% #BEEE 54
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR ThR TiEn TiEn TiEn TR
Segment turnover PEREXE
Sales of goods HEEm 2217 10,131 - - 787 13,135
Change in fair value of BATEABS
financial assets at fair MEREE
value through profit or loss LATEEY - - 85,561 - - 85,561
Interest income from RRETZHEMA
loans receivable - - - 1,053 - 1,053
2217 10,131 85,56 1,053 787 99,749
Segment (loss) profit HR(BR)EN (6,068) 1,945 84698 780 (121) 81234
Other income EftlA 4,663
Unallocated corporate and APRAAR
other expenses HEfhxit (6:751)
Profit before taxation HERR 79,146
Segment turnover includes proceeds from sales of goods, change in PREXRORHEEESYMEIE &

fair value of financial assets at fair value through profit or loss, dividend

income, interest income from financial assets at fair value through profit or

loss and interest income from loans receivable.

Segment (loss) profit represents the loss from/profit earned by each
segment without allocation of other income, finance costs, unallocated
corporate expenses and other expenses. This is the measure reported to

the chief operating decision maker for the purposes of resource allocation

and performance assessment.

DRAGONITE INTERNATIONAL LIMITED
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4.

Notes to the Condensed Consolidated Financial Statements

BRI R E R

OTHER GAINS AND LOSSES

For the six months ended 30 June 2016 HZ2=F—~"FXA=THIENEA

HiBE

Six months ended

BET5BEHLEAEA
30.6.2016 30.6.2015
—E-RF —“E—hF
AA=tH ~NA=T1H
HK$'000 HK$'000
T TAT
(unaudited) (unaudited)
(REER) (RigER)
Impairment losses on available-for-sale investments A & & &R ERE
(note 10) (PitzE 10) (167,566) —
Allowance for bad and doubtful debts REREB (496) (1,270)
Loss on disposal of property, plant and equipment &Y - BFE k& 2 FHE (18) —
Gain on disposal of subsidiaries (note 17) HENB R R Was (e 17) — 924
(168,080) (346)
5. INCOME TAX EXPENSE 5. FidBixH
Six months ended
BET5BEHLEAEA
30.6.2016 30.6.2015
—E-RF —“E—hF
AA=tH ~NA=TH
HK$'000 HK$'000
T TAT
(unaudited) (unaudited)
(REER) (RigER)
Hong Kong Profits Tax BEMED = 15,063
PRC Enterprise Income Tax REI R R PTG 212 269
Deferred tax credit BELEHIEER = (946)
212 14,386
L2EEBRFRQ A

2016 H HI R &
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Notes to the Condensed Consolidated Financial Statements

BEEN- R R E R

For the six months ended 30 June 2016 BZ=F—~FXA=Z+HIENEA

5. INCOME TAX EXPENSE (Continued) 5.
Hong Kong Profits Tax is calculated at 16.5% of the estimated assessable

profits.

No Hong Kong Profits Tax was payable by the Company or its subsidiaries
operated in Hong Kong for the six months ended 30 June 2016 since they

had no assessable profits.

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.

PR X (@)
BATGRIRMATERBENZ 165%5t

V=]
544 -

ARARIHEF BB AR L ERERBE
M #HEE-T-REAA=ZTHLER
{8 AL &I EAEEFEH

BEFECERSHEIREEMREH
EDREEMEREEREN 8 =%
ENF-RA—BR FEMBARZM
BHERL% -

6.  (LOSS) PROFIT FOR THE PERIOD 6. HAR(ESE)SF
Six months ended
BETHBHLAEA
30.6.2016 30.6.2015
- —T-hf
AHA=1H ~NA=TH
HK$’000 HK$'000
T TR
(unaudited) (unaudited)
(REER) (REERZ)
(Loss) Profit for the period has been arrived at BN (BR)ENEHRGIA)
after charging (crediting): T5ER :
Amortisation of prepaid lease payments BENHEEFE & H 40 43
Cost of inventories recognised as an expense (Note) HBRAFX ZFEKA (M) 15,023 8,348
Staff costs (including directors’ emoluments) BETRAX(BREEZME) 4,718 7,529
Depreciation of property, plant and equipment mE - BERZBINE 1,492 1,339
Interest income from bank balances RITHEBRZ I BHRA
(included in other income) (BREEEMRAAR) 9) (72)
Imputed interest income from deferred BREREZ HENBWA
consideration (included in other income) (BEEEMBAR) — (4,591

Note: An allowance for obsolescence inventories of approximately HK$6,524,000
(six months ended 30 June 2015: approximately HK$1,925,000) included in
the cost of inventories recognised as an expense which representing certain

slow-moving finished goods regarding health care products.

14 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 2016 HZ2=F—~"FXA=THIENEA

7.  DIVIDEND

No interim dividend was declared, proposed or paid for both six months

ended 30 June 2016 and 2015.

8.  (LOSS) EARNING PER SHARE

The calculation of the basic (loss) earnings per share attributable to the

owners of the Company is based on the following data:

(Loss) Earnings

7. KRR

BE_Z-R"ERZT-RFRA=T

BIEAEAYESIK - #FKMN LK

RS

8. BR(IBR AN

(BR)BAN

RATEENEEERER(HR) B
TR TR -

Six months ended

BETHEHLAMEA
30.6.2016 30.6.2015
— —T-4%
AA=t+H ANA=1H
HK$’000 HK$'000
TER TET
(unaudited) (unaudited)
(REER) (RE&E%)
(Loss) Earnings for the purpose of basic RIEtEBRER(BR) &z
(loss) earnings per share ((loss) profit (BE)BN(ADEHEEA
for the period attributable to owners AR (EE) &)
of the Company) (171,717) 64,760
2EEABRERLA

2016 H Hi 3R &
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Notes to the Condensed Consolidated Financial Statements

BEEN- R R E R

For the six months ended 30 June 2016 BZ=F—~FXA=Z+HIENEA

8.  (LOSS) EARNING PER SHARE (Continued) 8. BR(EE)RN#
Number of shares REE

Six months ended

BETHAHLEREA
30.6.2016 30.6.2015
ZEB-RE —ZT-hF
AA=t+H ~NA=1AH
’000 '000
i ik
Weighted average number of ordinary shares ~ F{EstEBBRAKR(EE)BFZ
for the purposes of basic (loss) earnings LimAR N T8
per share 1,059,750 1,059,750
No separate diluted (loss) earnings per share information has been AREAEERTEINZ BEL B
presented as there were no potential ordinary shares outstanding for the Wt E 20| GIEE (BB ) BN EE -
both periods.
9. MOVEMENT IN PROPERTY, PLANT AND EQUIPMENT 9. WX BERRENEDH
During the six months ended 30 June 2016, additions to the Group's BE-_T—"EANA=1THIL~ERH
property, plant and equipment mounted to approximately HK$7,000 (six B ANEEYE BENREBZREYD
months ended 30 June 2015: approximately HK$310,000). BI000BT(HEZS—RFESA=1

BIEMEA 493100008 7T) ©

16  DRAGONITE INTERNATIONAL LIMITED 2016 Interim Report



Notes to the Condensed Consolidated Financial Statements

BRI R E R

For the six months ended 30 June 2016 HZ2=F—~"FXA=THIENEA

10.  AVAILABLE-FOR-SALE INVESTMENTS 10. AEEERE
30.6.2016 31.12.2015
—E-RE ZE-hF
AA=Zt+H +-A=t—H
HK$'000 HK$'000
TET TAERT
(unaudited) (audited)
(REER) (REZ)
Available-for-sale investments include: AHHERERE

Unlisted shares in overseas, at cost BHNE LTI - R AR R
less accumulated impairment loss (note a) BEEE (M) 149,934 317,500
Unlisted shares in overseas, at fair value BINELTRG - RATE 150,788 216,700
Unlisted investment funds, at fair value (note b) FFEMREES  BRAFE(FIFDL) 25,432 26,385
326,154 560,585

Notes:

2016 H Hi 3R &

Bt

Unlisted equity securities represent investments in unlisted securities issued (a)
by two private entities. The business of these companies is investments
holding. They are measured at cost less impairment at the end of the
reporting period because the range of reasonable fair value estimates is so
significant that the directors of the Company are of the opinion that their

fair values cannot be measured reliably.

During the six months ended 30 June 2016, one of the Group invested
private entities incurred significant losses due to the diminution of the value
of this entity's investment portfolio. Accordingly, the Group recognised
impairment loss of approximately HK$126,074,000 to profit or loss for the
six months ended 30 June 2016 in respect of the investment in this entity
with reference to the latest financial information of this entity available
to the Group. As at 30 June 2016, the Group has shareholding of 8.63%
(31 December 2015: 8.89%) and the carrying amount of the investment is
approximately HK$ 11,426,000 (31 December 2015: HK$137,500,000).

FLETMRABSEREBMELA
BERBINELMNES - AFRF
BREREEBES « FFLTRA
&5 R A R AR AR (B A
B MR A ERA AL EE
AR UHRARREERREHEA
FEEEARFE -

BHEZZ—R"FNA=ZTHLEAE
AERE  ARARERRENTA
BER-NREHEAEETR &
BELERER FEERES2ZE
AEBZZERSIPUBENG
RZEBZRERBE-_Z—R"F
NAZTHEAERA ZBEERR
EE1847126,074,0008 7T - R-F
—NENBZTH AEENER
L A58.63% (ZE—HFE+ A
=1+—H:889%) ' REKEELY
11,426,008 (ZFE—RF+=
AZ=+—H8 :137,500,000/87C) °
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Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 June 2016 BZ=F—~FXA=Z+HIENEA

10.  AVAILABLE-FOR-SALE INVESTMENTS (Continued)
Notes: (Continued)

During the six months ended 30 June 2016, the management reviews
another private entity's latest financial position, observable data such as net
asset value per share and consequently objective evidence of impairment
was identified as at 30 June 2016. Accordingly, the directors of the Company
consider impairment of approximately HK$4 1,492,000 was recognised during
the six months ended 30 June 2016. As at 30 June 2016, the Group has
shareholding of 5.71% (31 December 2015: 6.09%) and carrying amount of
approximately HK$ 138,508,000 (31 December 2015: HK$180,000,000).

As at 30 June 2016 and 31 December 2015, the unlisted investment funds
with carrying amount of approximately HK$25,432,000 and approximately
HK$26,385,000 respectively were pledged to a bank to secure the borrowing

as disclosed in note 15.

1. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

10.

ARHEREM)

GhE

(%)

BE-_ZT— X EXAZTHLAE
A EEERNEZ—FLARE
B &AM IR - AT R EER (W
BREEFE) BR_ZT— F
NA=Z+BERBREZE-
It ARREEZRRERREEZ
E-RNEXB=1tHIEARAAY
i B9 R (B 49 41,492,000 T » 1A =
E-R"EAAZTH AEEHHE
Bt il B571% (T —RHE+ =
A=Z+—H:609%) RHEEHAE
138,508,000 L(Z T —RF + =
A=-+—8 : 180,000,000/ ) °

RZE-—R"EAA=+HBRZ=%
—AF+ZA=+—H KEEY
25,432,000 78 7T K 47 26,385,000 7% 7T
BFELMREESHRIER TIRT
TERMEE IS RBEEENER -

BAVEFABENEREE

30.6.2016 31.12.2015

—E-REF —T-hF

AA=tH +tZA=1+—H

HK$’000 HK$'000

TER FAET
(unaudited) (audited)

(REER) (BEZ)

Convertible notes AR R IR 7,562 -

DRAGONITE INTERNATIONAL LIMITED
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For the six months ended 30 June 2016 HZ2=F—~"FXA=THIENEA

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS
(Continued)

During the six months ended 30 June 2016, one of the investees of the
Group declared distribution in specie of the convertible notes issued by
a company listed in the Stock Exchange (the “Distribution”). Prior to
the Distribution, the investee held principal amount of HK$230,000,000
of the convertible notes. The Group is entitled to receive 8.63% of the
convertible notes, which is determined by reference to the Group's

shareholding in the investee as at 22 April 2016.

The Distribution was completed on 25 April 2016. The Group
designated the entire convertible notes received from the Distribution as
financial assets designated at fair value through profit and loss at initial
recognition. The fair value of the convertible notes with principal amount
of approximately HK$19,855,000 held by the Group was determined
by reference to a valuation carried out on the distribution date by
an independent qualified valuer, Asset Appraisal Limited, which is not

connected with the Group.

The fair value of the debt component of the convertible notes was
determined based on the present value of the estimated future cash flows
discounted at the prevailing market rate of interest of similar instruments.
The fair value of the embedded option was calculated using the Binomial

Option Pricing Model. The inputs into the valuation were as follows:

BRAVERABENEREE @)

i

EE-RNFEAAZTHILEAEAS
A AEERENRZ—ENE R
RAETRARABTNANRRERIS
K1) o DRAT RERARFEAEE
230000000 BT AT AR ER - A& E
AESE%MAARER(ZEREE
T-ANENA-T-ARRERFNE
REBIETE)

AERZT—AENAZTHAZREMK -
AEBE R BRI KD IRFTE IR
ZEEHEERETRLATETAR
aNeREE AEEMBAREN
19,855,000/ L Z Al RIRH) A F1E Ty
SERACEREBENE LS BRI
BRRHEEETEBRAERARRS
KE BATER-EET -

AR RE CBEHHD R FEREMR
BUOTARTHSHREROMBE KRR
ReREMREET - RAAHELR
FEEH-BAANETERAGFE 5
BE2280T :

At At
30 June 2016 date of issue

R-E—XE
RA=tH REITHE
Share price RE HK$0.1290 T HKS$0.! 15078 7T
Conversion price HinE HK$0.7455/8 T HK$0.74557 7T
Risk free rate (note a) e B )2 (P T a) 0.4847% 0.7664%
Expected life (note b) REAFH(MIEED) 2.5041 years £ 2.6849 years
Expected volatility (note c) FRERR IR (B E ) 82.9020% 78.2800%
Discount rate IBLES 69.9205% 67.2394%
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For the six months ended 30 June 2016 BZ=F—~FXA=Z+HIENEA

FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

(Continued)
Notes:

(a)  Risk free rate is determined by reference to the yield of the Hong Kong

Exchange Fund Notes with duration similar to the expected life of the notes.

(b)  Expected life is the expected remaining life of the notes.

(c)  Expected volatility is estimated by calculating the historical daily share price

volatility of the stock price.

The fair value of the convertible notes distributed to the Group as at
25 April 2016 was approximately HK$7,604,000 and was recognised as
financial assets at fair value through profit or loss with the equivalent
amount credited to profit or loss as dividend income. As at six months
ended 30 June 2016, the fair value of the convertible notes was
approximately HK$7,562,000 with a fair value loss of approximately
HK$42,000 charged to profit or loss.

TRADE RECEIVABLES

The Group allows an average credit period from 60 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:

BRAVERABENEREE @)

@ ERRAZNESEZFHEZREN
FHAUNERIEEEREO NS

B -
(b) EHFHERBOEHRRGES-

0 BEHREDEHERENEAELK
ED R

AEERESRNATRREENR T
FHAZT+RHAMNATELAT604000
B BRARRATFEFABRENS
BEE UHERSBKARZENEE
AR BET-RNEAAZT
AIEANER ARREBZAFERN
R7560008 T HPAFTEEREL
42,0008 TTET A B5 o

W E 5 RE

AEERTHESEF 2 FHEESAN
F60BZE20BTE o LT ARKEH
AREIENSRADH EZAHZ
M ENE SRE(MBRRERE) 2 &

B

30.6.2016 31.12.2015

—g-XE  -FT-I%

ARA=tH tZA=+—H

HK$’000 HK$'000

TR TET

(unaudited) (audited)

(REER) (R&E=Z)

0 to 60 days 0-60H 566 1,302
61 to 90 days 61 -90H = 24
91 to 180 days 91 - 180 H = 273
181 to 270 days 181 - 270 H 80 191
646 1,790
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For the six months ended 30 June 2016 HZ2=F—~"FXA=THIENEA

LOANS RECEIVABLE

EWER

30.6.2016 31.12.2015

—E-RE —T-hF
AA=tH +tZA=1+—H

HK$'000 HK$'000

TET FAET

(unaudited) (audited)

(REER) (BE%)

Unsecured fixed-rate loans receivable BT SEEKER 139,611 42,714
Unsecured floating-rate loans receivable EHEPZERERKER 100,000 100,000
239,611 142,714

The loans receivable had contractual maturity dates between 3 months to B =+H EWEZF Z
a year (31 December 2015: 6 months to a year) as at 30 June 2016. The #3E A f\j{Eflﬁi F(=%—

interest rate for the floating-rate loans receivable was 0.75% plus the best
lending rate quoted by a Hong Kong bank, i.e. an average effective interest
rate of 5.75% per annum as at 30 June 2016 (31 December 2015: 5.75%).
The interest rate for the fixed-rate loans receivables was 5% to 15% (31
December 2015: 5% to 8%) per annum as at 30 June 2016.

The amount granted to borrowers depends on management's assessment
of credit risk of the customers on background check and repayment
abilities. Background check will be performed on individual borrowers for
their profession, their earnings or salaries and working position and on
corporate borrowers for their historical and forecasted earnings and cash
flows. The Group has policy for allowance of bad and doubtful debts which
is based on the evaluation of collectability and aging analysis of accounts
and on management's judgment, including the current creditworthiness
and the past collection history of each borrower. In determining the
recoverability of the loans receivable, the Group considers any change in
the credit quality of the loans receivable from the date credit was initially
granted up to the end of the reporting period. Accordingly, the directors
of the Company believe that the loans are granted to borrowers with
suitable high net worth individuals and corporate borrowers which are

financially healthy. Therefore, no credit provision is required.

2016 H Hi 3R &

:ﬂ@ﬂi_ih
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MEF K759 TEHE
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Notes to the Condensed Consolidated Financial Statements

BEEN- R R E R

For the six months ended 30 June 2016 BZ=F—~FXA=Z+HIENEA

3. LOANS RECEIVABLE (Continued)
There is no loans receivable which was past due but not impaired at the
end of reporting period and the directors of the Company consider that

no impairment was necessary.

14. TRADE PAYABLES
Trade payables principally comprise amounts outstanding for trade
purchases. The normal credit period taken for trade purchases is 30 to 60

days.

The aging analysis of trade payables presented based on the invoice date

BRER &)

RESHRYERREFCBHERR
BE - FARREZEARBRARE

ENESRE

ENESRBETIERBREIRBIAE
EeR-EHRBZ-KREEHR0E

60H °

ATAREZAH2FINBREHRZE

at the end of the reporting period is as follows: NEZEBE2HRRIN:
30.6.2016 31.12.2015
—E-RE “E-RE
AB=tH +tZA=+—H
HK$'000 HK$'000
TER FET
(unaudited) (audited)
(REER) (&%)
0 to 30 days 0-30H 54 711
31 to 60 days 31 - 60H = —
61 to 90 days 61 - 90H = —
Over 90 days but less than | year HEOREDRIF = —
Over | year il | F 232 238
286 949
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For the six months ended 30 June 2016 HZ2=F—~"FXA=THIENEA

I5. BORROWING 5. f&E

30.6.2016 31.12.2015

S s

AA=+RH +ZA=+—H

HK$’000 HK$'000

FTHET FAT
(unaudited) (audited)

(REEZ) (&%)

Bank borrowing - secured RITIEE — 2 10,000 10,000

The bank borrowing carries floating rate of Hong Kong Interbank Offered

Rate (“HIBOR") plus 1.5% per annum, i.e. effective interest rate of 1.97%

(31 December 2015: 1.89%) per annum. The bank borrowing is secured

by the Group's interests in unlisted investment funds classified as available-

for-sale investments of approximately HK$25,432,000 (31 December 2015:

approximately HK$26,385,000).

BITEEZDNEREBRITRAER
BIEBRITRAERE )M I5%EF X
(BIEMEII7%MERNEX(ZZ -1
F+-A=Z1+—H8:189%)) B17fE
ERAEEMBIEATHEERE
49254320008 (T —AF+ = A
=+—H: 4263850008 C)KFE LT

REESHOREDER -

I6. SHARE CAPITAL 6. B
Number Share
of shares capital
BRHEE &S
’000 HK$’000
TR TERT
Ordinary shares of HK$0.01 each BREE BT L@
Authorised: ETE
At | January 2016 and 30 June 2016 RZE—R"E—-A—HK
—T-RFERA=TH 100,000,000 1,000,000
Issued: BT
At | January 2016 and 30 June 2016 RZE—R"E—-A—HK
—T-RFERA=TH 1,059,750 10,598

2016 H Hi 3R &
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For the six months ended 30 June 2016 BZ=F—~FXA=Z+HIENEA

7. DISPOSAL OF SUBSIDIARIES
Disposal of Imagine Sky Group

During the six months ended 30 June 2015, Great Merit Holding Limited,

a wholly-owned subsidiary of the Company, disposed of the entire issued

share capital of Imagine Sky Limited and its subsidiary (collectively referred

to as the “Imagine Sky Group”) at a consideration of HK$1,000,000 by

cash to an independent third party. The net assets of Imagine Sky Group

on 31 March 2015 were as follows:

17. HENBRF

i & Imagine Sky Group

BE_Z-REA=1THHME - Great
Merit Holdings Limited (AR A2 EHAB
Z M@ A AR EHE 100000087 H,
% Imagine Sky Limited & Z I B2 Al (5t
&R Imagine Sky £B )2 HF 2 EITHR
AT—ZBIE=F °Imagine Sky & E
RZE-RE=ZA=+-RHZEEFE

mE
HK$’000
TER
Net assets disposed of: EEEERE:
Financial assets at fair value through profit or loss BATEFABGRZeHEE 38,015
Other receivables Hofth U BR TR 6,566
Bank balances and cash RITHEBER S 3
Tax liabilities HMERE (44,508)
76
Gain on disposal of subsidiaries: HEME A A
Cash consideration WERE 1,000
Net assets disposed of EEEETE (76)
Gain on disposal of subsidiaries HEME A K 924
Net cash inflow arising on disposal: HEEEZBREMAEE
Cash consideration ReRE 1,000
Less: bank balances and cash disposed of B EHERITEBRRRS 3)
997
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For the six months ended 30 June 2016 HZ2=F—~"FXA=THIENEA

I7. DISPOSAL OF SUBSIDIARIES (Continued)
The impact of Imagine Sky Group on the Group's results and cash flows

for the period ended 30 June 2015 is shown as follows:

17. HEMBRR @)

BE_Z-ODF X A=Z+HBHH"
Imagine Sky RE¥I AEBEXBE TR

EZREWT

HK$°000
TERT

Change in fair value of financial assets at fair value BRATEF A BRI ERMEEL
through profit or loss AHEEE (40,635)
Administrative expenses TH X (369)
Other expenses Hiz (815)

Gain on disposal of Imagine Sky Group H & Imagine Sky& B &

(included in other gains and losses) (FTA Rt U o J &5 18) 924
(40,895)

During the period ended 30 June 2015, Imagine Sky Group incurred
approximately HK$15,415,000 to the Group's net operating cash outflows
and approximately HK$15,374,000 to the Group's net investing cash

inflows.

8. RELATED PARTY TRANSACTIONS
The remuneration of key management during the six months ended
30 June 2016 was HK$1,917,000 (six months ended 30 June 2015:
HK$1,938,000).

2016 H Hi 3R &

BE-Z-RAF~~A=THHMH"
Imagine Sky RE S AEE K LHEFM
HEEE ) 15415000 BT REAREBRE
BEFMAEER 1537400087 ©

BHAIRS
BE-_T-R"EXA-THLEABEAH
Bl FRERENHMA9170008 T
(BZ2-Z—RF A=THLENEAR
1,938,000/ 7T ) °
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For the six months ended 30 June 2016 BZ=F—~FXA=Z+HIENEA

9. FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS 19. ERMIACAVEHERE
Fair value of the Group’s financial assets that are measured at fair value on a REEMEENUATEFEZEAEES
recurring basis MEEZDYE
Some of the Group's financial assets are measured at fair value at the end FEEROeMEENSMEBREA
of each reporting period. The following table gives information about how FEFNE  TREEBBENMREAT
the fair values of these financial assets are determined (in particular, the Bif g7 28 BREEBFZS S
valuation technique(s) and inputs used), as well as the level of the fair MEEZAFEEMER 2HER
value hierarchy into which the fair value measurements are categorised ER2Y) RATEEME D2 AT
(Levels | to 3) based on the degree to which the inputs to the fair value BEANKE(E—Z=R)ZER -

measurements is observable.

*  Level | fair value measurements are those derived from quoted o EMNTEEENEERTS

prices (unadjusted) in active market for identical assets or liabilities; MEREESEERBZRECK
RRB)ET2HE

®  Level 2 fair value measurements are those derived from inputs other o F_MNTEFEEUNE-RRE
than quoted prices included within Level | that are observable for Uz BES BB TEREE
the asset or liability, either directly (i.e. as prices) or indirectly (i.e. (EmREEAER) K HE(BR
derived from prices); and BRER))ETZHE &

*  level 3 fair value measurements are those derived from valuation o FoMNVEAERFBERITIE
techniques that include inputs for the asset or liability that are not ERABEMBHE EESERE
based on observable market data (unobservable inputs). SY(TABR28) 2B EE

TZEtE e
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For the six months ended 30 June 2016 HZ2=F—~"FXA=THIENEA

9. FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS 9.
(Continued)

SRMIAZAVEFNERE @

BREEHERENAVEGEZARESE
MEEZNVEA)

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

recurring basis (Continued)

Fair value as at  Fair values Fair value Valuation technique(s)
Financial assets 30.06.2016 as at 31.12.2015 hierarchy and key input(s)
R=B-"§F R=T-If
AA=tHZ +TZA=t—-H2
THEE N¥E D¥E AYERE HEFERTESH
(unaudited) (audited)
(REER) (ER)
D) Financial assets at fair value  HK$7,562,000 N/A Level 3 Discounted cash flow and Binomial
through profit or loss Option Pricing Model. Future
— unlisted convertible cash flows are estimated based
note on the prevailing market rate of
interest of similar instruments.
The unobservable key input is
expected volatility detailed in
note ||
) BATEEABRZRZ 7,562,000 7T TER EF=/ BRRENER_BABRETE
TREE-FLM B3 - RRREREREEMY
AR SEE TAMBRITHEMEGEE o A
ERTE2YRME | EES
R
2)  Investments in unlisted HK$25,432,000 HK$26,385000  Level 2 Derived from quoted prices from
funds classified pricing services based on net
as available-for-sale asset value of the funds
investments
) BRERABAUHLE 2543200087 2638500087 B4 REERESBEEFENTE
REMFLMES R MIE
3)  Investments in unlisted HK$150,788,000 HK$216,700,000 Level 2 Derived from the adjusted net asset
equity interests classified value of the investee
as available-for-sale
investments
3)) RERSBERAMHE 150,788,000/ 216700000/ E_MH RERBEARNKAREEFE
RERIE LT

2016 H HI R &
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For the six months ended 30 June 2016 BZ=F—~FXA=Z+HIENEA

20.

CONTINGENT LIABILITIES

As at 31 December 2015, the Group was subjected to a claim of HK$9.4
million from an external financial adviser (the “Plaintiff”) in relation to the
financial advisory service engaged for the disposal of electronic cigarette
business taken place on |4 August 2013 and completed on 23 October
2013. The Group received a writ on 31 March 2015 and a statement of
claim on 19 May 2015 from the external financial adviser which claimed
that pursuant to a so-called consultancy agreement alleged by him, the
external financial adviser was entitled to service charge and corresponding
disbursement in an aggregate amount equivalent to approximately HK$9.4

million (the “Claim™).

On 12 April 2016, a notice of discontinuance in relation to the withdrawal
of the Claim was filed to the High Court of the Hong Kong Special
Administrative Region by the Plaintiffs. In view of this, the directors of the
Company are of the opinion that the Claim has been discontinued and no

provision has to provided for the period.

DRAGONITE INTERNATIONAL LIMITED

RAEE
R-ZE—RE+-_A=+—H X&E
BRI BEER ([ RS ]) 189,400,000
B DEBRR-_Z—=F/\A+tN
BETIR -_Z—=F+A-+=H%
W EEEFREBMERNMBER
B AEAR-ZE-RF=A=1+—
BB SH TR-E—RERA+A
BUEIShEE BT RS BA B MO BR R Rt
E BREBBREMEERRE  INEH
BERERENRGEERAARASA &
#79,400,000 BT ([FRER]) ©

RZE—A"FHA+ZA REREHR
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Management Discussion and Analysis

BUSINESS REVIEW

The Group recorded an unaudited consolidated net loss of approximately
HK$ 171,717,000 for the Period (six months ended 30 June 2015: profit of
approximately HK$64,760,000). Turnover for the Period was approximately
HK$26,273,000 (six months ended 30 June 2015: approximately HK$99,749,000).
As the Group realized all of the listed securities in its investment portfolio in the
second half of 2015 and trading and investment in listed securities have come
to a halt thereafter, there was a substantial decline of turnover recorded for the

Period as compared to the corresponding period in 2015.

Loss for the Period was mainly attributable to the impairment losses on available-
for-sale ("AFS") investments amounted to approximately HK$167,566,000 (six
months ended 30 June 2015: Nil). The net asset value of the Group decreased
from approximately HK$889,907,000 as at 31 December 2015 to approximately
HK$649,742,000 as at 30 June 2016, representing a 26.99% decrease. However,
the Group continues to maintain healthy liquidity with bank balances and cash
of approximately HK$74,465,000 at end of the Period to meet day-to-day

operations.

Health Care and Pharmaceutical Products

Turnover generated from sale of Chenlong Baoling Longevity Ginseng products
for the Period amounted to approximately HK$240,000 (six months ended
30 June 2015: approximately HK$2,217,000). As a result of the downturn of
premium market in Mainland China and the seasonal trend, sales performance
of healthcare products for the Period was sluggish. The segment loss of
approximately HK$11,359,000 (six months ended 30 June 2015: HK$6,068,000)
was mainly due to an allowance of slow-moving ginseng products of
approximately HK$6,524,000 (six months ended 30 June 2015: approximately
HK$1,925,000) included in the cost of inventories as an expense.
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The majority of the sales of pharmaceutical products were contributed by
two key products, Azithromycin Granules (II) ( [FIFBXEEN ()] ) and
Rosiglitazone Hydrochloride Capsules ( [ BB /)18 51| ERfE % | ) for the Period.
The sales performance of pharmaceutical products for the Period was stable
and its turnover for the Period was approximately HK$9,356,000, representing
a slight decrease of 7.65% from approximately HK$10,131,000 as compared to
the corresponding period last year. The segment profit for the Period amounted
to approximately HK$842,000 (six months ended 30 June 2015: approximately
HK$1,945,000).

Securities Trading and Investments

The Group had adopted a prudent approach in securities trading and investments
after the disposal of all listed securities in its investment portfolio in July 2015.
In view of the uncertainties triggered by the devaluation of Renminbi and the
doubt of economic soft landing in China, the Group decided to switch its focus
from trading and investment in listed securities to unlisted AFS investments for
medium to long term returns. Hence, trading and investment in listed securities
no longer generated any turnover during the Period (six months ended 30 June
2015: approximately HK$85,561,000), leading to a massive decline in turnover of
the Group for the Period.

Available-for-sale investments

During the Period under review, there were no acquisitions or disposals of AFS
investments by the Group. As at 30 June 2016, the AFS investments of the Group
were comprised of unlisted securities in three overseas entities at the carrying
amount/fair value amounting to an aggregate of approximately HK$300,722,000
(31 December 2015: approximately HK$534,200,000) and two unlisted
investment funds at fair value amounting to approximately HK$25,432,000
in aggregate (31 December 2015: approximately HK$26,385,000). Due to
diminution of the value of the Group's unlisted AFS investments, the Group
recognised impairment losses of approximately HK$167,566,000 (six months
ended 30 June 2015: Nil) and other comprehensive expense of approximately
HK$66,865,000 (six months ended 30 June 2015: income of approximately
HK$1,264,000) on its unlisted AFS investments for the Period. Therefore, the
Group's AFS investment portfolio which was measured at carrying amount/
fair value deceased to approximately HK$326,154,000 (31 December 2015:
approximately HK$560,585,000). The followings set out further information of
the AFS investment portfolio of the Group for the Period.
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Management Discussion and Analysis

Due to the changes in the issued share capital of Freewill Holdings Limited
(“FHL"), a company incorporated in the Marshall Islands with limited liability
principally engaged in property investment, financial services and money
lending in Hong Kong, the Group's equity interest in FHL was slightly diluted to
571% at end of the Period (31 December 2015: 6.09%). Having reviewed the
unaudited management accounts of FHL and considered the unaudited net asset
value of FHL as at 30 June 2016 in principle, an impairment of approximately
HK$41,492,000 was recognized for the Period so that the carrying amount of
FHL was decreased to approximately HK$138,508,000 as at 30 June 2016 (31
December 2015: HK$180,000,000). It is expected that the market recovery may
improve the prolonged decline in the asset value of FHL and if opportunities

arise, the Group will appraise and consider the disposal of its interest in FHL.

The Group's interests in Joint Global Limited (“JGL"), a company incorporated
in the Marshall Islands with limited liability principally engaged in private equity
investment and debt securities investment, was slightly diluted to 8.63% as at 30
June 2016 (31 December 2015: 8.89%) following the issuance of new shares by
JGL. The Group recognized impairment of approximately HK$ 126,074,000 against
the carrying amount of JGL due to the substantial loss incurred during the Period
and the decrease in net asset value of |GL with reference to the latest available
financial statements of JGL as at 30 June 2016. During the Period, JGL engaged
in debt securities investment and subsequently distributed the convertible note
in its investment portfolio to the members. Therefore, by way of distribution
in species of JGL during the Period, the Group entitled to a convertible note
in the principal amount of approximately HK$19,855,000 bearing the interest
rate of 5% per annum convertible into 26,633,094 ordinary shares of Up Energy
Development Group Limited, a company incorporated in Bermuda with limited
liability and listed on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) (representing approximately 0.58% of the enlarged issued share
capital upon full conversion of the Group's entitlement) at the conversion price
of HK$0.7455 due 31 December 2018, which was recorded as dividend income
in an amount of approximately HK$7,604,000 to the Group for the Period
and the convertible note was classified as financial assets at fair value through
profit or loss ("FAFVPL") in the consolidated statement of financial position.
As at 30 June 2016, the fair value of such FAFVPL amounted to approximately
HK$7,562,000 (31 December 2015: Nil). The possibility to fully recover the asset
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value of JGL is considered to be remote and the Group will consider the disposal

of its investment in JGL, subject to the market conditions in future.

The fair value change of Co-Lead Holdings Limited (“Col"), a company
incorporated in the British Virgin Islands principally engaged in securities
investments amounted to approximately HK$65,912,000 was booked as other
comprehensive expense for the Period. As a result of the changes in the issued
share capital of Col, the Group's equity interests in Col at end of the Period
slightly decreased to 9.66% (31 December 2015: 9.73%).

The Group also invested in two unlisted investment funds which principally invest
in China and high-dividend securities in Asian region respectively. The fair value
of these two investment funds slightly deceased to approximately HK$25,432,000
at end of the Period (31 December 2015: approximately HK$26,385,000) and
such decrease in fair value of approximately HK$953,000 was booked as other

comprehensive expense for the Period.

Notwithstanding the impairment losses on the Group's AFS investments for the
Period amounted to approximately HK$167,566,000, the recognition of such
losses did not constitute adverse effect to the cashflow of the Group. Following
the referendum of withdrawal of the United Kingdom from the European Union
("Brexit”), the United States presidential election of 2016 is expected to create
uncertainties to the global financial markets to a certain extent. However, it is
believed that the impending launch of “Shenzhen-Hong Kong Stock Connect”
may strengthen the interconnectivity between the Mainland China and Hong
Kong and it will possibly boost the overall market sentiment of the capital
market in Hong Kong. The Board views the future financial market with cautious
optimism and expects the market recovery may hold out the prospect of the
Group's investment portfolio. On the other hand, the Company will adopt a
cautious approach to closely monitor and appraise the aforesaid AFS investments
from time to time and will also consider realization of certain AFS investments if

and when suitable opportunities arise.
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Money Lending Business

The Group continues to utilize part of its surplus cash to provide short-term
financing to corporate and individual borrowers. During the Period, the Group
enlarged the loan portfolio and the interest income generated from the money
lending business amounted to approximately HK$5,751,000 (six months ended
30 June 2015: approximately HK$1,053,000), representing a substantial increase
of approximately 446.15% as compared to the corresponding period in 2015.
Loans receivable increased from approximately HK$142,714,000 as at 3|
December 2015 to approximately HK$239,611,000 as at 30 June 2016.

Wine Trading

Sales performance of wine trading was improving during the Period with a
turnover of approximately HK$2,868,000 recorded (six months ended 30 June
2015: approximately HK$787,000). Profit attributed to this business segment
amounted to approximately HK$430,000 for the Period (six months ended 30
June 2015: a loss of approximately HK$121,000), representing a turnaround

improvement as compared to loss incurred for the corresponding period in 2015.

LIQUIDITY, FINANCIAL ANALYSIS AND CAPITAL STRUCTURE

As at 30 June 2016, the Group had a secured short-term borrowing of
HK$10,000,000 (31 December 2015: HK$10,000,000) which carries interest
at floating rate with a maturity due within one year. Such borrowing was
denominated in Hong Kong dollar, and thus, there was no exposure to
fluctuations in exchange rate. Gearing ratio of the Group as at 30 June 2016
[.129%). This calculation is based
on net borrowing mentioned above and shareholders’ funds of approximately

HK$649,742,000. As at the date of the consolidated statement of financial

is approximately 1.54% (31 December 2015:

position, bank balances and cash amounted to approximately HK$74,465,000
(31 December 2015: approximately HK$180,342,000) and total assets
were approximately HK$685461,000 (31 December 2015: approximately
HK$930,923,000). Net current assets of the Group on the same date amounted
to approximately HK$298,426,000 (31
HK$302,474,000). Inventories decreased from approximately HK$16,266,000 as
at 31 December 2015 to approximately HK$9,394,000 as at 30 June 2016 as an

December 2015: approximately

allowance of certain slow-moving finished goods regarding health care products
of approximately HK$6,524,000 was recognized for the Period. The Group had

no material capital commitment as at 30 June 2016.

2016 H Hi 3R &

IEEL—J- nﬁ& *ﬁ—

BEXREHR
AEBEENBEIRERBAARREAR
MA&TE%@ﬁ°$%@W’$%E%%%

HAE  EREBAEFN R ALS751,000
BLEE2_E—RHFA=THILAEAR:
£71,053,000/87T) - R_T— A FRH KR
IN#I446.15% c BEREFH-_T—RHE+A

=+—HB#4 14271400078 T E ZFE—NEN
A=1+H%239,611,000/87T °

BEEEE
AHREAREBEEHREERA ALY - #5
EEEH2868000BTL(BET—RAF A
=+AHIEAMEA: 47870008 ) « RAH
A - ZEB D ERTEH T4 430,0008 7T (8
ET-RFAAZTHLEAEAR: BEH
121,000 7T) - —hFRBEEAL -
BERE -

/\—7

RBES  BBRINMREREE
RZE-—RESA=+H AEEE—FR
J%Z#éﬁﬁﬁﬁﬂﬁﬁmmwm%ﬁ
—HF+ZA=+—H:10000000%5
EEMM%EJE B8 Lt 3 e o B
cREERZT-RNFENAZTHMEE
BREEENISM%(ZE-—RAF+A=1T—
B:1.2%) DEREREFFERRRES
K1649,742,000/8 Tt 8 - &G M BM R &
AE - RITHEH RIS 4744650008 (=
Z-RF+ZA=+—H": 180342000
L) MAELEEL 685461 0008 L(ZF—H
FTZA=1+—H: #930923000&7T) ° [
AZREE /R E) & &% 8 41298,426,00078 7T
(ZE-AF+ZA=+—H8: #302474,000
BL) c ARAEBREABERE TREERBH
P # 4652400087 FEE-FT—0F
+ZA=+—H81626600BTLHIE-F
—NFEAAZTH#$93940008 T o AEER
“E-RERNB=TBUESKEARKE -

/—\
~
o

2EEABRERLA

33



Management Discussion and Analysis

IEE;T nﬂﬂ& *ﬁ

As at 30 June 2016, the issued share capital of the Company was 1,059,749,920
shares of HK$0.01 each.

FOREIGN EXCHANGE RISKS

The Group's operations conducted in the PRC are mainly settled in Renminbi
while wine trading billings are mainly settled in Euro. However, securities trading
and investments, and money lending are conducted in Hong Kong. Therefore, the
Group is exposed to fluctuations in foreign exchange rate to a certain extent.
Currently, the Group has no formal hedging policies in place. The Group has not
entered into any foreign currency exchange contracts or derivatives to hedge

against the Group's currency risks.

PROSPECTS FOR THE YEAR 2016 AND DEVELOPMENT PLAN

Despite the effect on market trimming by the economic soft landing in China and
faced the competition from imported and domestic goods, the Group will strive
to maintain the present market share of its pharmaceutical products through

efficient control over product costs and quality.

Sales performance of Chenlong Baoling Longevity Ginseng products was weak
in the first half of 2016. It is expected that the Group will be able to generate

more revenue by the enhanced sales channel in future.

The impact of “Brexit” remains uncertain at this stage and the misgiving of
economic soft landing in China may lead to financial market volatility. The
Group will continue to adopt a cautious approach to review its existing
investment portfolio from time to time. Exploring and appraising other long term
investments in both overseas and local markets will be taken into consideration
by the Group in future. In addition, the Group will closely monitor the market
conditions and will consider changing the composition of its AFS investments

portfolio and investing in listed securities if and when suitable opportunities arise.

Apart from the existing core businesses, the Group will identify opportunities
for new investments and other principal businesses, particularly in property
investments. The board will continue to explore new projects so as to diversify

the business of the Group and to achieve better returns in future.
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DETAILS OF MATERIAL ACQUISITION AND DISPOSAL OF SUBSIDIARIES
During the Period, the Group did not have any material acquisition and disposal

of subsidiaries.

DIVIDEND

No dividends were paid, declared or proposed during the Period (six months
ended 30 June 2015: Nil). The Board did not recommend any dividend payment
for the Period (six months ended 30 June 2015: Nil).

PLEDGE OF ASSETS

At 30 June 2016, the short-term borrowing of HK$10,000,000 (31 December
2015: HK$10,000,000) was secured by the unlisted investments funds included in
AFS investments with the carrying amount of approximately HK$25,432,000 (31
December 2015: HK$26,385,000) and a guarantee limited to HK$ 15,000,000 was
made by the Group.

CONTINGENT LIABILITIES

As at 31 December 2015, the Group was subject to a claim of approximately
HK$9.4 million from an external consultant pursuant to a so-called consulting
agreement alleged by him and the outstanding retainer fee and expenses in
relation to the disposal of electronic cigarette business taken place in 2013. On
[2 April 2016, a notice of discontinuance which stipulated that the proceedings
against the Company be wholly discontinued was filed in the High Court of the
Hong Kong Special Administrative Region by the plaintiffs. Therefore, at end of
the Period, the Group was not liable to any material legal proceedings of which

provision for contingent liabilities was required.

EMPLOYEE POLICY

As at 30 June 2016, the Group employed 101 employees in the PRC and Hong
Kong. The remuneration package of the employee is determined with reference
to market conditions, their performance, experience and their positions, duties

and responsibilities in the Group.

2016 H Hi 3R &

EEE W R D

EAUBREENB AT 2HE
ARERIP - A A B AN o 8
BAA -

Hﬁ/%\
THRALERS  ERIERRNRE(BRE

TEFENEAERNZRE(EE-ST-RFXR
A=tRIENER : &) -

EEER

RZE-—R"EXNA=Z1+H EHEX
10,000,000 8TL(ZE—RAF+T-A=+T—H:
10,000,000 7 7T ) LA BRI B 47 25,432,000 B 7T.( =
T—At+=-A=+—H :26385000/87L) A
AHHERECFLITREECERRALHE
fEH 85 15,000,000 78 70 2 FEIR ©

RAEE

R-Z—AF+-F=+—H A&£@EAR-Z
—CEHESTREBEEIMNERRRERR
BzBEBERGZRAINOREEERT R
{B#4794000008 L RZE—AFMA+=
A REMBARINTHESSERAFREL
BibmA - 2ERIEHARAZFD - Bt
AEERBRBARTRBELIAEERE
ZERNEEEFEERR -

EEHX

R-E-—REAA=TH AEEEFEM
BERBETIIOL - BEFMEBLLED
BN ERREAEE BN BERE

EETE °

2EEABRERLA

35



Other Disclosure Information

HtEMEE

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

As at 30 June 2016, so far as is known to the directors, none of the directors
and the chief executive of the Company and their associates had any interests or
short positions in the shares, underlying shares or debentures of the Company or
its associated corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (Chapter 571 of Laws of Hong Kong) (“SFO")) which were
to be notified to the Company and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests and short positions which they
were taken or deemed to have under such provisions of the SFO) or which
were required, pursuant to section 352 of the SFO, to be entered in the register
referred to therein or which were required, pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers (“Model Code") under the
Rules Governing the Listing of Securities on the Stock Exchange (the “Listing

Rules"), to be notified to the Company and the Stock Exchange.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES OF THE
COMPANY

At no time during the six months ended 30 June 2016 (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.
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SUBSTANTIAL SHAREHOLDERS

So far as is known to directors of the Company, as at 30 June 2016, 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:

Other Disclosure Information

HtERNE

FERR
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ARDEREE 5 LG GDIF 336 R 2R E
FEZIBRRECMOEEIEAMOALH
RA(BGARRESZREBITHABIN) &M

T
Long positions in the ordinary shares of the Company as at 30 June 2016: RZZE—RNERNAZTH ARFAEBERNE
REZIMT :
Number of Approximate
shares of percentage
Name of Shareholder Capacity the Company of shareholding
BRREH 54 ARARGHA RESOED L
Goldfame Luck Limited Beneficial Owner 301,147,000 28.42%
ERBEBA
Li Gen Xiong (Note /) Interest of controlled corporation 301,147,000 28.42%

FIRIEHE ) REHEE RS

Note:
l. Mr. Li Gen Xiong is the beneficial owner of 100% shareholding in Goldfame Luck

Limited and, therefore, Mr. Li Gen Xiong is deemed to be interested in 301,147,000
Shares held by Goldfame Luck Limited for the purposes of the SFO.

Save as disclosed above, as at 30 June 2016, 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.
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SHARE OPTION SCHEME
A new share option scheme (the “Share Option Scheme") has been adopted by
the Company pursuant to a shareholder's resolution passed on |7 December

2012.

No options have been granted under the Share Option Scheme since the

adoption of the Share Option Scheme and up to the date of this report.

As at the date of this report, there is no option granted or outstanding under

any of the Company's share option scheme.

CONVERTIBLE SECURITIES OR OTHER SIMILAR RIGHTS
The Company has no outstanding convertible securities or similar rights in issue
as at 30 June 2016.

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.

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 4 to the Listing Rules.
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Code Provision A4.1 stipulated that non-executive directors shall be appointed
for a specific term and be subject to re-election. The appointment of Mr. Lam
Man Sum, Albert as independent non-executive director of the Company is not
subject to a specific term of office, which constitutes a deviation from A.4.]
of the Code. However, all the 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.

Under the Code Provision of A.6.7, all independent non-executive directors
should attend general meetings of the Company and develop a balanced
understanding of shareholders” view. For the annual general meeting held on
26 May 2016, Mr. Chang Tat Joel was unable to attend due to other business

engagement.

AUDIT COMMITTEE

The interim results for the Period have been reviewed by the audit committee of
the Company. The audit committee comprises three independent non-executive
directors of the Company, namely Mr. Lam Man Sum, Albert, Mr. Chang Tat Joel
and Mr. Wong Stacey Martin.

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 three independent non-executive directors of the Company, namely

Mr. Lam Man Sum, Albert, Mr. Chang Tat Joel and Mr. Wong Stacey Martin.

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 three independent
non-executive directors of the Company, namely, Ms. Chan Mee Sze, Mr. Lam

Man Sum, Albert, Mr. Chang Tat Joel and Mr. Wong Stacey Martin.
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BOARD OF DIRECTORS

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

Executive Directors Independent Non-executive Directors
Mr. Lam Man Sum, Albert
Mr. Chang Tat Joel

Mr. Wong Stacey Martin

Mr. Lee Kien Leong (Chalirman)
Ms. Chan Mee Sze (Managing Director)
Mr. Lam Suk Ping

The Board has approved the unaudited condensed consolidated financial

statements of the Group for the six months ended 30 June 2016.

CHANGES IN DIRECTORS’ INFORMATION

Since 20 May 2016, both (i) Ms. Chan Mee Sze, the Managing Director of the
Company and (ii) Mr. Lam Suk Ping, the Executive Director of the Company
have been appointed as independent non-executive directors of Mingyuan
Medicare Development Company Limited, a company listed on the main board

of the Stock Exchange.

Save as disclosed above, there had not been any other changes to Directors'
information as required to be disclosed pursuant to Rule 13.51B(I) of the Listing

Rules.

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
Lee Kien Leong

Chairman

Hong Kong, 26 August 2016
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