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Financial Highlights
MBHE

The board (the “Board”) of directors (the “Directors”) of Sheen Tai
Holdings Group Company Limited (the “Company”) is pleased to
announce the unaudited condensed consolidated interim results of
the Company and its subsidiaries (together, the “Group”) for the six
months ended 30 June 2017 together with the comparative figures
for the corresponding period in 2016 as follows:

° Revenue increased by approximately 35.9% to approximately
HK$246.9 million for the six months ended 30 June 2017 as
compared with the same period of previous year.

° Gross profit decreased by approximately 9.8% to approximately
HK$58.9 million for the six months ended 30 June 2017 as
compared with the same period of previous year.

° Gross profit margin decreased by approximately 12.1% to
approximately 23.9% for the six months ended 30 June 2017
as compared with the same period of previous year.

° Profit attributable to equity shareholders of the Company
decreased from approximately HK$0.1 million to loss
attributable to equity shareholders approximately HK$17.5
million for the six months ended 30 June 2017 as compared
with the same period of previous year.

o Average trade and bill receivables turnover days decreased from
approximately 198.6 days for the year ended 31 December
2016 to approximately 150.8 days for the six months ended 30
June 2017.

° Average inventory turnover days increased from approximately
115.6 days for the year ended 31 December 2016 to
approximately 125.4 days for packaging materials for the six
months ended 30 June 2017.

° The Board approved the payment of an interim dividend of
HK$0.01 per share for the six months ended 30 June 2017 (30
June 2016: HK$0.05 per share).
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PRINCIPAL SHARE REGISTRAR AND
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Management Discussion and Analysis

OVERVIEW

The Group has reported an increase in revenue, with a turn from
profit into loss attributable to equity holders of the Company for the
six months ended 30 June 2017 when compared to the six months
ended 30 June 2016.

We now maintain existing business classified into five segments,
namely, (i) manufacturing and sales of BOPP films; (i) sales of sub-
processing cigarette films; (i) properties development and related
services; (iv) generation of photovoltaic power; and (v) cloud-related
business.

As to the segment of development and management of the
properties, the pre-sale of property has been completed as at 30 June
2017, attracting profits is expected to be realised in the second half
of this year. The factory in Qingdao City that mainly accommodates
production facilities for the manufacturing of BOPP films is under
expansion and another production line will be put into operation in
early 2018.

RESULTS OF OPERATION
Revenue

During the six months ended 30 June 2017, the principal activities of
the Group included manufacturing and sales of BOPP films, sales of
sub-processing cigarette films, properties development and related
services, generation of photovoltaic power and operation of cloud
platforms. Our revenue represents the sales value of goods sold
provided less returns, discounts and value added taxes and other
sales taxes and rendering of services. For the six months ended 30
June 2017, our revenue increased by approximately HK$65.2 million,
or by approximately 35.9%, from approximately HK$181.7 million
for the six months ended 30 June 2016 to approximately HK$246.9
million, primarily as a result of the following:
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Management Discussion and Analysis
EEENWED

Manufacturing and sales of BOPP films

The increase in revenue from manufacturing and sales of BOPP films
by approximately 16.9%, from approximately HK$113.5 million for
the six months ended 30 June 2016 to approximately HK$132.7
million for the six months ended 30 June 2017, was mainly due to the
increase in sales of cigarette-related fims by approximately 44.1%,
from approximately HK$61.4 million for the six months ended 30 June
2016 to approximately HK$88.4 million for the six months ended
30 June 2017, primarily as a result of increase in customer base for
cigarette-related films, offsetting by a decease in the sales of non-
cigarette-related films by approximately 15.1%, from approximately
HK$52.1 million for the six months ended 30 June 2016 to
approximately HK$44.2 million for the six months ended 30 June
2017 due to the limitation of production capacity.
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Sales of sub-processing cigarette films

The decrease in revenue from sales of sub-processing cigarette fims
by approximately 12.5%, from approximately HK$55.5 million for the
six months ended 30 June 2016 to approximately HK$48.6 million
for the six months ended 30 June 2017, was primarily due to the
decrease in demand of customers for anti-counterfeiting films.

Management Discussion and Analysis
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The pre-sales of the Xuzhou property project (the “Project”) have been
initiated since March 2016. All the Project’s return is expected to be
gradually realised in 2017. For the six months ended 30 June 2017,
a sale of the Project amounted to approximately HK$35.1 million has
been recognised.

Generation of photovoltaic power

The second photovoltaic power station has put into operation
since June 2016 which doubled the production of electricity of our
photovoltaic power stations and therefore an increase of revenue from
approximately HK$12.7 million for the six months ended 30 June
2016 to approximately HK$24.2 million for the six months ended 30
June 2017 has been recorded.

Cloud-related business

For the six months ended 30 June 2017, a total of HK$3.5 million of
revenue has been recorded.
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Management Discussion and Analysis
EEEN WD

Gross profit

Our gross profit decreased by approximately HK$6.4 million, or by
approximately 9.8%, from approximately HK$65.3 million for the six
months ended 30 June 2016 to approximately HK$58.9 million for the
six months ended 30 June 2017. Our gross profit margin decreased
from approximately 36.0% for the six months ended 30 June 2016
to approximately 23.9% for the six months ended 30 June 2017. The
decrease was mainly due to the increase in price of the purchase cost
of polypropylene in 2017.

Selling and Distribution cost

Our selling and distribution expenses decreased by approximately
HK$5.6 million, or by approximately 35.3%, from approximately
HK$15.9 million for the six months ended 30 June 2016 to
approximately HK$10.3 million for the six months ended 30 June
2017. The decrease of the expenses was mainly due to a decrease
of approximately HK$5.1 million from approximately HK$6.9 million
for the six months end 30 June 2016 to approximately HK$1.8
million for the six months ended 30 June 2017 as the pre-sale of the
Project was made since 2016 and most of them ended in 2017, less
advertising expense has been incurred early this year.

Administrative expenses

Our administrative expenses increased by approximately HK$4.8
million, or by approximately 13.0%, from approximately HK$37.2
million for the six months ended 30 June 2016 to approximately
HK$42.0 million for the six months ended 30 June 2017. The
increase was mainly due to the increase of staff costs amounted to
approximately HK$2.8 million and the research expenses incurred in
our manufacturing of BOPP films amounted to approximately HK$1.9
million.

Finance costs

The finance costs decreased by approximately 37.7% from
approximately HK$5.9 million for the six months ended 30 June 2016
to approximately HK$3.7 million for the six months ended 30 June
2017, primarily was in line with the decrease of our borrowings.

Income tax

Our income tax decreased by approximately HK$3.5 million from
approximately HK$7.0 million for the six months ended 30 June
2016 to approximately HK$3.5 million for the six months ended 30
June 2017. It was due to our subsidiaries, Jiangsu Sheen Colour
Science Technology Company Limited and Qingdao Ener Packaging
Technology Company Limited, have entitled as Advanced Technology
Enterprises which have been subject to a preferential tax rate of 15%
lately last year; the positive effect of such application of 15% tax rate
amounted to approximately HK$2.6 million.

Sheen Tai Holdings Group Company Limited
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Loss attributed to shareholders of the Company

As a result of the foregoing factors, loss attributable to equity
shareholders of the Company for the six months ended 30 June 2017
was of approximately HK$17.5 million as compared with profit of
approximately HK$0.1 million for the six months ended 30 June 2016.

Liquidity and financial resources

As at 30 June 2017, the cash and cash equivalent of the Group
amounted to approximately HK$292.3 million (which were
denominated in HKD, RMB and USD) compared with approximately
HK$171.0 million as at 31 December 2016, representing an increase
of approximately HK$121.3 million. For the six months ended 30
June 2017, the Group’s net cash outflow of operating activities, net
cash inflow of investment activities and net cash outflow of financing
activities amounted to approximately HK$1.6 million, HK$139.6 million
and HK$8.2 million respectively.

Borrowing and Gearing ratio

Total interest-bearing borrowings of the Group as at 30 June 2017
was approximately HK$142.8 million which were denominated in
RMB, US dollar and HK dollar. The Group’s gearing ratio, measured
by net debt divided by shareholders’ equity as at the end of the
periods and multiplied by 100%, decreased from approximately
27.7% as at 31 December 2016 to approximately -9.6% as at 30
June 2017. The decrease was primarily due to the payback of bank
loans.

Exposure to fluctuation in exchange rate

The Group is exposed to currency risk primarily through sales
and purchases made by the PRC subsidiaries which gives rise
to receivables, payables, cash balances and bank loans that are
denominated in US dollar. Presently, the Group has no hedging policy
with respect to the foreign exchange exposure.

As the functional currency for all subsidiaries in the PRC are RMB,
these subsidiaries are not exposed to any currency risk due to the
exchange rate movement of RMB. For subsidiaries established
outside of the PRC, they have no material financial assets and
liabilities denominated in RMB. Accordingly, the Group’s exposure to
RMB risk is insignificant.

Capital expenditure

During the six months ended 30 June 2017, the Group’s total capital
expenditure amounted to approximately HK$18.4 million (for the
six months ended 30 June 2016: approximately HK$131.5 million).
The capital expenditure was mainly incurred for the construction in
progress of our Huai’an factory.
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Management Discussion and Analysis
EEEN WD

Charge on assets

As at 30 June 2017, the Group had pledged its lease prepayments,
machinery and building held for own use with net book value
of approximately HK$143.9 million (as at 31 December 2016:
approximately HK$145.4 million) for the purpose of securing loans
with carrying value of approximately HK$117.2 million (as at 31
December 2016: approximately HK$118.5 million).

Significant investment, material acquisition and
disposals

There was no important investment event affecting the Group for the
six months ended 30 June 2017.

Contingent liabilities

As at 30 June 2017, the Group did not have any significant contingent
liabilities (as at 31 December 2016: nil).

Human resources

As at 30 June 2017, the Group employed 373 employees (as
compared with 346 employees as at 30 June 2016) with a total staff
costs of approximately HK$29.6 million incurred for the six months
ended 30 June 2017 (as compared with approximately HK$22.8
million for the six months ended 30 June 2016). The Group’s
remuneration packages are generally structured with reference to
market terms and individual merits. The Company has also adopted a
pre-IPO share option scheme and a share option scheme to provide
incentive or reward to high-calibre employees and attract human
resources that are valuable to the Group.

Interim Dividend

The Board approved the payment of an interim dividend of HK$0.01
per share for the six months ended 30 June 2017 (for the six months
ended 30 June 2016: HK$0.05 per share) to the shareholders whose
names appear on the register of members of the Company on 26
September 2017, being the record date for determining entitlements
of the shareholders of the Company to the approved interim dividend.
The approved interim dividend will be payable on or around 13
October 2017. For determining entitlement to the interim dividend,
the register of members of the Company will be closed from 25
September 2017 to 26 September 2017, both days inclusive. In order
to qualify for the approved interim dividend, all transfers accompanied
by the relevant share certificates must be lodged with the Company’s
Hong Kong branch share registrar and transfer office, Tricor Investor
Services Limited at Level 22, Hopewell Centre, 183 Queen’s Road
East, Hong Kong not later than 4:30 p.m. on 22 September 2017.

Sheen Tai Holdings Group Company Limited
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Subsequent events

On 31 August 2017, the Company declared an interim dividend of
HK$0.01 per share.

Save as disclosed, there was no important event affecting the Group
after 30 June 2017 and up to the date of this report.

Prospects

In order to satisfying increasing orders from BOPP film customers, a
third production line will be put into operation in late 2017. We have
confidence that the scale of BOPP will achieve a steady growth in
coming years.

With consecutive subsidy from local government in the PRC as well
as revenue from transmit to local grid, photovoltaic power made a
quite attractive breakthrough, which encouraged us to seek more
opportunities in Jiangsu Province, if any.
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Corporate Governance and Other Information
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DIRECTORS’ INTERESTS OR SHORT
POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

@)

As at 30 June 2017, the interests and short positions of the
Directors or chief executive of the Company in the shares (the
“Shares”), underlying Shares and debentures of the Company
or any of the associated corporations (within the meaning of
Part XV of the Securities and Futures Ordinance (Chapter 571
of the Laws of Hong Kong) (the “SFO”)) which were required to
be notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including any
interests or short positions which they are taken or deemed
to have under such provisions of the SFO) or were required,
pursuant to section 352 of the SFO, to be entered in the
register referred to therein, or were required, pursuant to the
Model Code for Securities Transactions by Directors of Listed
Issuers in the Rules Governing the Listing of Securities on
the Stock Exchange (the “Listing Rules”), to be notified to the
Company and the Stock Exchange, were as follows:

() Long Position in the Shares and the
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underlying Shares

Number of
Shares and
underlying
Shares held/ Approximate
interested Percentage of
iE=Yg ¥} interest
Name of Director Capacity/Nature ERROR EZBDL
EEpg By tE HERGOEE K
Mr. Guo Yumin (“Mr. Guo”) Interest of a controlled corporation 1,217,086,000 49.75%
HBER ([FEE]) (Note 1)
RiEtlEEER (1)
Beneficial owner (Note 2) 272,356,164 11.13%
Em=faA (M3E2)
Interest of spouse (Notes 3 and 4) 33,094,000 1.35%
FlfBiEam (BIFE3 & 4)
Ms. Xia Yu (“Ms. Xia”) Interest of spouse (Note 5) 1,489,442,164 60.88%
BB ([Exzt]) flfSiEam (fIFES)
Beneficial owner (Note 3) 33,094,000 1.35%
EmfEaA (M3E3)
Mr. Zeng Xiangyang (“Mr. Zeng”) Beneficial owner (Note 6) 4,000,000 0.16%
Bmks ([Hk4E]) E=faA (MizEe)
Mr. Guo Cheng Beneficial owner (Note 7) 2,350,000 0.10%
B A EmfaA (FEE7)
Interest of spouse (Note 8) 47,656,000 1.95%
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Notes:
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TtEERREMER
Number of
Shares and
underlying
Shares held/ Approximate
interested Percentage of
iE=E" 3] interest
Name of Director Capacity/Nature ERRO R EZBDLE
EEHA By HHE MR E HE
Ms. Fan Qing (“Ms. Fan”) Beneficial owner (Note 9) 800,000 0.03%
szt ([Sext]) Emfa A (M3E9)
Mr. Fong Wo, Felix (“Mr. Fong”) Beneficial owner (Note 10) 800,000 0.03%
FRseE ([HF%%E]) Em=BAA (H3E10)
Lo Wa Kei, Roy (“Mr. Lo”) Beneficial owner (Note 11) 800,000 0.03%
BER ([EEE]) ExmEA A (HiE11)
Long Position in the Ordinary Shares of (i) AEBZEZERGOZER
Associated Corporation
Number of
share held/
Name of associated interested Percentage of
Name of Director corporation Capacity/Nature =g 7] interest
EEpg B EE AR B HE ERROEE EREDL
Mr. Guo Sheentai BVI Beneficial owner 1 100%
EI S BB A
Ms. Xia (Note 5) Sheentai BVI Interest of spouse 1 100%
B+ (fizEs) BefSiE s
F3E -
Mr. Guo beneficially owns the entire issued share capital of 1. 20 5% 4 B %57 A Sheentai BVIEY 2 802 BT ©
Sheentai BVI. Therefore Mr. Guo is deemed, or taken to be, Eit - REBEFHFREEED - BEEFRRNE
interested in all the 1,217,086,000 Shares held by Sheentai YER Sheentai BVI# B HIFTA 1,217,086,000 A% A%
BVI for the purpose of the SFO. Mr. Guo is the sole director of DR BB LS o 2P0 4 A Sheental BVIRIHE— &
Sheentai BVI. =
These 272,356,164 Shares and underlying Shares represent: 2. 272,356,164 iR AX {7 RABRANR (5 5 :

(@) the 271,756,164 Shares owned by Mr. Guo; and

(b) the 600,000 underlying Shares which may be allotted
and issued to Mr. Guo upon full exercise of the options
granted to him under the pre-IPO share option scheme
adopted by the Company on 22 June 2012 (the “Pre-IPO
Share Option Scheme”, each share option granted under
the Pre-IPO Share Option Scheme is referred to as “Pre-

IPO Share Option”).

(@)  FBEAEAN 271,756,164 BAD © K&

) REBEHITERIEARRN2012F6 A 22
ARMNE R AR ERERETE ([&
RAFRBEERERESS] - BRIEBEHERA
P& AT AR AT 21 (I A S0 RE AR AE TS
EIEAXARAZEMERE]) MBLE
BERBRERA R ERERETH
600,000 RZEEIAZ (D

IERZEREEERAF
T EREERE
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EERERREMER

10.

U

These 33,094,000 Shares and underlying Shares represent:

() the 32,494,000 Shares beneficially owned by Ms. Xia Yu;
and

(b) the 600,000 underlying Shares which may be allotted
and issued to Ms. Xia Yu upon full exercise of the Pre-IPO
Share Options granted to her.

Mr. Guo is the spouse of Ms. Xia. Accordingly, Mr. Guo is
deemed, or taken to be interested in all the Shares and
underlying Shares in which Ms. Xia is interested.

Ms. Xia is the spouse of Mr. Guo. Accordingly, Ms. Xia is deemed,
or taken to be interested in all the Shares and underlying Shares
in which Mr. Guo is interested for the purpose of the SFO.

These 4,000,000 Shares and underlying Shares represent:
(@) the 1,400,000 Shares beneficially owned by Mr. Zeng;

(b) the 600,000 underlying Shares which may be allotted and
issued to Mr. Zeng upon full exercise of the Pre-IPO Share
Options granted to him; and

() the 2,000,000 underlying Shares which may be allotted
and issued to Mr. Zeng upon full exercise of the share
options granted under the Share Option Scheme adopted
by the Company on 22 June 2012 (the “Share Option
Scheme”, each share option granted under the Share
Option Scheme is referred to as “Share Option”) to him.

These 2,350,000 Shares and underlying Shares represent:
(@) the 450,000 Shares beneficially owned by Mr. Guo Cheng;

(b) the 1,600,000 underlying Shares which may be allotted
and issued to Mr. Guo Cheng upon full exercise of the
Share Options granted to him; and

() the 300,000 underlying Shares which may be allotted and
issued to Mr. Guo Cheng upon full exercise of the Pre-IPO
Share Options granted to him.

These 47,656,000 Shares represent the Shares owned by
Ms. Lam Ka Lee. Mr. Guo Cheng is the spouse of Ms. Lam.
Accordingly, Mr. Guo Cheng is deemed, or taken to be,
interested in all the Shares in which Ms. Lam is interested for the
purpose of the SFO.

These 800,000 underlying Shares represent the 800,000 Shares
which may be allotted and issued to Ms. Fan upon full exercise
of the Share Options granted to her.

These 800,000 underlying Shares represent the 800,000 Shares
which may be allotted and issued to Mr. Fong upon full exercise
of the Share Options granted to him.

These 800,000 underlying Shares represent the 800,000 Shares
which may be allotted and issued to Mr. Lo upon full exercise of
the Share Options granted to him.

Sheen Tai Holdings Group Company Limited

Interim Report 2017

% 33,094,000 A%A% 1 M ABRARR (D 38

(@ ERzt+EmEERS32494,000 %M%M
P53

) REBEBEOTEREEZLIRENERIARA
EEAMBREAT M ERERETH
600,000 Az B EERR 15 °

BREREL TR - Eit - BAEWR AR
BIERER LB RRNIE RN KAAERG T
ks -

B L RIFEEMRS - Bt - REESFRAR
&) - BEREWERREERBEEREERD
FrE R R ARRERR (D R B A Ak gk

% 4,000,000 B A% 19 R AR BARR (D45
(@) 5 A A H9 1,400,000 AR AR 1D

() MEETERNELARLNERARE
ERBERESTERNEREREITDY
600,000 AxAB AR 15 : &

() REBEHEITERBEARRBNR201246H22
BIRME BT ([T E] - R
BERETER IO S HEREIE
ReAE] ) R IR AR AE IS A e
it 2% I 2479 2,000,000 A AR RE A 15

2,350,000 f A% 19 R AR B (D45
(@)  BHIETAEEZEHES R 450,000 FBARH

(o)  PATEERATIE M) FBA S AR I A R AR ] B
A H Al 3% K 3217/9 1,600,000 AR AB R A% 15
&

© HBEHIOTRMIABEERHOERAH
HERBRERAEMERE RETH
300,000 AZAERARR 17

% 47,656,000 IR AR D FE M SR B 2 T HE B BURR D ©
DHEEBNZIOES - Hit - phFHFREE
BOIME @ SBRLEERBNEER ML HES
M ETE RO P AR -

800,000 A% 48 B B 0 e I B BT RS 2+ 5%
o A 7 AR R 1% ] R (A L Fid 25 K2 B2 1T /9 800,000 R
Bt o

% 800,000 A AR BA AR 10 B A BB T R 75 5 A %
HH B 8 A 72 T B ) L AT 3 K% 35 77 9 800,000 %
Btn e

7% 800,000 fC#E B A 1 5 IR B BT T (R M B S AR 1K
HH Y 8 A 12 T BE ) EL AT 3% K% 377 9 800,000 %
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(b)  So far as is known to the Directors, as at 30 June 2017, the
following persons (not being a Director or chief executive of the
Company as disclosed in paragraph (a) above) had interests or
short positions in the Shares or underlying Shares which would
fall to be disclosed to the Company and the Stock Exchange
under the provisions of Divisions 2 and 3 of Part XV of the SFO
or, who are, directly or indirectly, interested in 10% or more of

ERELREMER

(b) BEEH - R2017E6 8308 MTAT (L
X () BB AR EERTETRABRIN)
RN SRR (D P HE B IRIRE 5 R A E 5 HI 5
XV EBEE 2 K 58 3 93 EB M R SC BRI AR A &) R Bk 32 Bl
WENERIAR  EEXNEWERGH AT
AIRMEAIE R N FE A S B EAb R B 2 R A9 AR
ARG EREMEAERRATEE10% KA LM

the nominal value of any class of share capital carrying rights e
to vote in all circumstances at general meetings of any other
member of the Group:
The Company RAHE]
Number of
Shares held/ Approximate
interested Percentage of
Name Capacity/Nature of interest iE= g ¥} shareholding
=1 B, ity ERRHEE REB DA
Sheentai BVI Beneficial owner 1,217,086,000 49.75%
BmBEAA
Save as disclosed above, as at 30 June 2017, the Company had B R EEESN - N20175E6 A308 » #IEE R A

not been notified by any persons (other than Directors or chief
executive of the Company) who had interests or short positions in the
Shares or underlying Shares which would fall to be disclosed to the
Company under the provision of Divisions 2 and 3 of Part XV of the
SFO or which were recorded in the register required to be kept by the
Company pursuant to Section 336 of the SFO.

DIRECTORS’ RIGHT TO ACQUIRE SHARES
OR DEBENTURES

Save as disclosed under the paragraph headed “Directors’ interests
and short positions in shares, underlying shares and debentures”
above, at no time during the six months ended 30 June 2017 was
the Company, its holding company, subsidiaries or fellow subsidiaries
a party to any arrangement to enable the Directors or the chief
executive of the Company or their associates to acquire benefits by
means of the acquisition of shares in or debentures of the Company
or any other body corporate.

T (RARAEERERSTRABRIN) MEgRREHER
P td AR BER (D PR B B IR 1B RS 5 S B E 1551 55 XV &P
F2REINDHZIEXAARRREE * KA ARRAIR
EESRMERIE 386 FREFE 2 ECMAERK

PN
KR e

EEWERNESNER

BEXTESESARD - HERDREFHEDSAR ]
—ERFTIREESIN B E 201746 A 30 B 1k~ & A EA
B2 - ANAR] - HERAR - WBARKRRMEBAR
WEFILERZHE  FARRESHESTRABRE
AT B BWEE AR R R ST H ik A BB R AR D Ek
EHmER -

IERZEREEERAF
T EREERE
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SHARE OPTION SCHEMES

(a)

R

Pre-IPO Share Option Scheme (a) BXRAHBEABEREE
Pursuant to the pre-IPO share option scheme (the “Pre-IPO BIE2012F6 A2 B MM B R AHEERIE
Share Option Scheme”) adopted on 22 June 2012, the REiEsrEl ([EHRAMBENBRENE]) &
Company had granted options to subscribe for 10,000,000 2 B B #8 AT 52 88 10,000,000 f% & 17 (£ A A
Shares (which were adjusted to 40,000,000 Shares after the AR IFMAR20156F 925 HEBMBERAES
share subdivision of the Company becoming effective on 25 40,000,000 J2f% 7)) WEERER TAEERES -
September 2015) to employees, directors, consultants and BF  BRAKEM -
advisers of our Group.
Set out below are details of the outstanding options granted RAREAE  BEBRERXAHEERIBRETS
under the Pre-IPO Share Option Scheme as at the date of this HARITERBREFEERIT ¢
report:
Number of  Outstanding Outstanding
options as at as at
granted on 1 January Exercised Cancelled Lapsed the date
22 June 2012 2017 since date since date since date  of this report
R2012F R2017E of grant of grant of grant R
Name of grantee 6H22H 1818 BERAH BERAH BERAH AEEAE
RBAKSZ ERBERERA i RATE BeTfE e BEANK HRITEE
Director EZ
Mr. Guo Yumin FERELE 2,000,000 600,000 — — — 600,000
Ms. Xia Yu BRut 2,000,000 600,000 — — — 600,000
Mr. Zeng Xiangyang RGEE 2,000,000 600,000 — — — 600,000
Mr. Guo Cheng P E 1,000,000 300,000 — — — 300,000
Employees ESRER 33000000 14,810,000 — - — 14,810,000
and advisers
Total FERy 40,000,000 16,910,000 — — — 16,910,000
Note: M3 -
The subscription price for Shares under the Pre-IPO Share Option BRAMBERBEREFE TRONRBREEATR

Scheme is HK$0.6029 per Share (which had been adjusted to
HK$0.1507 per share after the share subdivision of the Company
becoming effective on 25 September 2015), being the amount of
the combined net asset value of the Group as at 31 December 2011
as stated in the audited combined financial statements of the Group
attributable to each share (assuming 400,000,000 shares of the
Company are in issue as at 31 December 2011). Options granted under
the Pre-IPO Share Option Scheme shall be vested in 5 tranches in the
proportion of 10%, 15%, 20%, 25% and 30% on 14 July 2013, 14 July
2014, 14 July 2015, 14 July 2016 and 14 July 2017, and shall expire
on 13 July 2018, being the sixth anniversary of the date of listing of the
Shares on the Stock Exchange.

A summary of the principal terms and conditions of the Pre-IPO Share
Option Scheme is set out in Appendix V to the prospectus of the
Company dated 29 June 2012 (the “Prospectus”)

Sheen Tai Holdings Group Company Limited

Interim Report 2017

0.60297% 7T (EEARRRIRMIFMAMN20156F 9 A25H
AE D ABREERO015078T) - BIAEBEMEET
A RERT SRR EIE A LR 2011 F12
A31BMAHAEFEMNEE (REMN2011F12 A 31
HE 21T 400,000,000 IR AR RIS ) » BRI E XN AFRE
ERERESEIR A EREED THELA10% » 15% -
20% * 25% & 30% &) Lt il & B R 201347 A14H8 -
201447 A14 8 - 201547 A 148 ~ 201647 A 14
AK2017F7 A14BETHAZA - 201867 A13
HEIE (BIR RE X AT LTy B ERRERT B 7B ) -

BRAMBENEBRETEEZERAREGOREER
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(b) Share Option Scheme

The Company adopted a share option scheme (the “Share
Option Scheme”) on 22 June 2012. A summary of the principal
terms and conditions of the Share Option Scheme is set out in
Appendix V to the Prospectus.

On 29 January 2015 (the “Date of Grant”), a total of 14,600,000
share options (the “Share Options”) to subscribe for a total of
14,600,000 ordinary shares of HK$0.01 each of the Company
at the exercise price of HK$3.30 per share were granted to
certain Directors and employees of the Company under the
Share Option Scheme. Among the share options granted
above, 2,100,000 share options were granted to the Directors
to subscribe for a total of 2,100,000 shares of the Company.
For details, please refer to the Company’s announcement dated
29 January 2015.

Subject to the rules of the Share Option Scheme, the Share
Options shall be vested and be exercisable in the following
manner:

(1)  20% of the Share Options is exercisable from the first
anniversary of the Date of Grant;

(2)  20% of the Share Options is exercisable from the second
anniversary of the Date of Grant;

(8) 20% of the Share Options is exercisable from the third
anniversary of the Date of Grant;

(4)  20% of the Share Options is exercisable from the fourth
anniversary of the Date of Grant; and

(5)  the remaining 20% of the Share Options is exercisable
from the fifth anniversary of the Date of Grant.

Please refer to the announcement of the Company dated 24
September 2015 in relation to the adjustment to the options
granted under the Share Option Scheme and the exercise price
upon the share subdivision of the Company becoming effective
on 25 September 2015.

(b)

ERELREMER

fERR T &

AR E R 20124F 6 A 22 B £ 4 — I8 38 I a1 2
([EERIERT S ) o BRI AT 8 B AR
BMEHNBRERNSESR -

M2015%1 298 ([ &R B A ) » AJikfTfE
E 5 1% 3.30%8 ;L REE S £ 14,600,000 % A& 2 A
B AR M E0.018 T & & 8 AR 89 14,600,000 17 &
f&#E ([HEARHE] ) - ERBARAIMNBEREE
BTETARABIEZEREES - RATE L BERE
- 2,100,000 EERENETES - URBAH
2,100,000 IR AR EIRE ) - FEEBELMARE B H
B2015F 1 A20 HHNRE -

SRR B BT - BRREET ISR
B RATE -
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Set out below are status of the options granted under the Share
Option Scheme as at 30 June 2017:

R2017F 6 A 30 H - RIREERRHERT 815 1 A BER%
BRI

Granted Exercised Cancelled Lapsed

during the during the during the during the

six months six months six months six months
Number of ~ Outstanding ended ended ended ended  Outstanding
options granted asat 30 June 30 June 30 June 30 June asat
on 29 January 1 January 2017 2017 2017 2017 30 June
2015 2017 HE0ITE HZ2017% BZ2017% BZ2017% 2017
120155 R2017& 6A30R 6A30A 6A30A 6A30R R2017 %
Name of grantee 1A29R 1R1H Iy )z ILAfER ILAER IERfEA 6A30A
RRALE EREREYE WA ERM BTl BT BAM HARTHE

Director EZ
Mr. Guo Cheng B 1,600,000 1,600,000 - - - - 1,600,000
Mr. Zeng Xiangyang MEEE 2,000,000 2,000,000 - - - - 2,000,000
Mr. Fong Wo, Felix FREE 800,000 800,000 - - - - 800,000
Ms. Fan Qing BERT 800,000 800,000 . - - - 800,000
Mr. Lo Wa Kei, Roy BERSE 800,000 800,000 - - - - 800,000
Employees ESRER 52,400,000 52,400,000 - - - - 52,400,000
and advisers
Total Azt 58,400,000 58,400,000 - - - - 58,400,000
PURCHASE, SALES OR REDEMPTION OF [BE - HESBREALQAR LHES

THE COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries has purchased, sold
or redeemed any of the Company'’s listed securities during the six
months ended 30 June 2017.

CORPORATE GOVERNANCE CODE

The Company has complied with all code provisions under the code
provisions in the Corporate Governance Code (the “Code”) as set out
in Appendix 14 to the Listing Rules for the six months ended 30 June
2017, except for the deviation from code provision A.1.8 of the Code
as described below.

Under code provision A.1.8 of the Code, an issuer should arrange
appropriate insurance cover in respect of legal action against its
directors. The Company does not have such insurance cover for its
Directors. This a deviation from code provision A.1.8 of the Code.

With regular, timely and effective communications among the
Directors and the management of the Group, the management of
the Group believes that all potential claims and legal actions against
the Directors can be handled effectively, and the possibility of actual
litigation against the Directors is relatively low. The Company will
review and consider to make such arrangement as and when it thinks
necessary.

Sheen Tai Holdings Group Company Limited
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MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS OF LISTED
ISSUERS

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) set out
in Appendix 10 to the Listing Rules as the code of conduct regarding
directors’ securities transactions. Having made specific enquiry of all
Directors, all Directors confirmed that they have complied with the
code of conduct and the required standard set out in the Model Code
regarding directors’ securities transactions during the six months
ended 30 June 2017.

AUDIT COMMITTEE

The Company has an audit committee (the “Audit Committee”)
with terms of reference aligned with the provisions of the Code for
the purpose of reviewing and providing supervision on the financial
reporting process and internal controls of the Group. The Audit
Committee comprises three members, all being independent non-
executive Directors, namely, Mr. Lo Wa Kei, Roy, as its chairman, Ms.
Fan Qing and Mr. Fong Wo, Felix.

The interim financial results of the Group for the six months ended
30 June 2017 is unaudited but has been reviewed by the Audit
Committee.

PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the Directors, the Company has
maintained sufficient public float during the six months ended 30 June
2017 as required under the Listing Rules.

On behalf of the Board

Sheen Tai Holdings Group Company Limited
Guo Yumin

Chairman

Hong Kong, 31 August, 2017
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Consolidated Statement of Profit or Loss

mEBEER

BZE 201746 A 30 B LL/NER — REER CABTTAER)

For the six months ended 30 June 2017 — unaudited (Expressed in Hong Kong dollars)

Six months
ended 30 June
BZ6A30HLLKEA

2017 2016

2017 2016 4F

Note $’000 $°'000

PiEE FHET FAT

Revenue WA S 246,851 181,692

Cost of sales SHE A (187,938) (116,363)

Gross profit ER 58,913 65,329

Other (expenses)/income Hib () /A 4 (16,632) 766

Selling and distribution costs SHE R HHR AR (10,262) (15,865)

Administrative expenses TRFX (42,004) (37,181)

Other operating expenses Hih g (17) @1

(Loss)/profit from operations e (&18) Al (10,002) 12,958

Finance costs BATE KR 5(a) (3,686) (5,918)

(Loss)/profit before taxation BiAl (&) EF 5 (13,688) 7,045

Income tax FriS i 6 (3,512) (6,982)

(Loss)/profit for the period R (&8]) EF (17,200) 63

Attributable to: DU AT FEf

Equity shareholders of the Company IN/NGIL Y (17,473) 63

Non-controlling interests AR 273 —

(Loss)/profit for the period R (&) R (17,200) 63
(Loss)/earnings per share SR (BE) BF 7

Basic (HK9) 2R (BI) (0.00741) 0.00003

Diluted (HK$) g (OBr) (0.00741) 0.00003

The notes on pages 27 to 64 form part of this interim financial report.

Sheen Tai Holdings Group Company Limited
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

GeBRaRkEtZEKER

EE2017F6 A 30 HIENEAR — REE% CABTTAER)

For the six months ended 30 June 2017 — unaudited (Expressed in Hong Kong dollars)

Six months
ended 30 June
BZ6A30HLLK<EA
2017 2016
2017 £ 2016 4F
$°000 $'000
FTER FAT

(Loss)/profitfor the period _ _____M& (B#) JwF . (172000 . 63 _
Other comprehensive income for HRE M2 -

the period (after tax and MBRBIEMEH 2 BHAE

reclassification adjustments)
ltem that may be reclassified HigngeEso

subsequently to profit or loss: ZEEMIER ¢

Exchange differences on translation of M &} @A 78 &«

financial statements of subsidiaries RILE 7 =58 24,885 (14,7593)

Other comprehensive income B H Ath 2 W s
_fortheperiod o ___________ 24885 (14,753)_
Total comprehensive income HREHENEEEE

for the period 7,685 (14,690)
Attributable to: LU AL R -

Equity shareholders of the Company RN R RERAL R 6,498 (14,690)

Non-controlling interests EI S g ey 1,187 I
Total comprehensive income HREHESEEE

for the period 7,685 (14,690)

The notes on pages 27 to 64 form part of this interim financial report.
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Consolidated Statement of Financial Position

SmEPBRRE

#2017 66 A 30 B — REFEZ (ABTRENA)
At 30 June 2017 — unaudited (Expressed in Hong Kong dollars)

At 30 June At 31 December

2017 2016
R 2017 F #2016 F
6 A30H 12 H31H
Note $°000 $000
B aE FET FHAT
Non-current assets EREBEE
Fixed assets BEEEE
— Property, plant and equipment — W% BE K& 8 479,717 468,135
— Interests in leasehold land held for — EEHAERFEE BN
own use under operating lease THE T AR 19,810 19,460
Intangible assets EmEE 174,688 185,145
Goodwill BES 9 52,475 52,475
Deferred tax assets RIERIRE B 12,619 13,054
Other non-current assets EMIEREEE 3,000 2,166
BRI 742,309 B 740,435
Current assets REBEE
Financial assets at fair value URAREBEFTEEEEZESHTA
through profit or loss EHBERNEREE 48,715 224,648
Inventories FE 10 713,471 682,205
Trade and other receivables B 5 EMGRIE & E Ath FE W sk IR 11 202,417 311,669
Tax recoverable TS 2,936 4,864
Restricted cash 2R IR 1 1
Cash and cash equivalents HekIReEEER 12 292,311 171,003
... 1849851 1,394,390
Current liabilities HRBAE
Trade and other payables B 5 W RRIA K EoAth fE A~ FRIA 13 841,904 888,575
Bank loans RITER 131,237 144,040
Current taxation BNERFL TR 4,329 9,230
e ____________977470 1,041,845
Netcurrentassets ___________WEEES® _________________________812881 362,545 _
Total assets less current liabilities BWEERARBAE 1,114,690 1,092,980

Sheen Tai Holdings Group Company Limited
Interim Report 2017



Consolidated Statement of Financial Position

R BRI R

R 20174 6 A 30 H — R&&FEZ (ABTTAER)

At 30 June 2017 — unaudited (Expressed in Hong Kong dollars)

At 30 June At 31 December
2017 2016
A 2017 F 2016 F
6 H30H 12 A31H
Note $’000 $'000
B aE FET BT
Non-current liabilities ERBERE
Bank loans and overdrafts RITER LB - 445
Convertible bond ARk ES 14 26,040 202,176
Deferred tax liabilities RIERIA B & 55,293 56,426
______________________________________________________________ 81,333 ______ 269047
NET ASSETS FEE 1,033,357 833,933
CAPITAL AND RESERVES BARR#E
Share capital %N 16(b) 6,116 5,460
Reserves @ 16(c) 1,025,679 828,098
Total equity attributable to equity AA T ERSRR
shareholders of the Company PE(L RS 1,031,795 833,558
Non-controlling interests IR ER 1,562 375
TOTAL EQUITY FESAAEE 1,033,357 833,933

Approved and authorised for issue by the board of directors on

31 August 2017.
Guo Yumin

HER

Zeng Xiangyang
5

The notes on pages 27 to 64 form part of this interim financial report.
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Consolidated Statement of Changes in Equity
RERREER

HZE 201746 A30 HIEAER — REEZ CABTREL)
For the six months ended 30 June 2017 — unaudited (Expressed in Hong Kong dollars)

Attributable to equity shareholders of the Company

ARFERRRER
Non-
Share Share Capital ~ Statutory ~ Exchange  Retained controling Total
capital  premium reserve reserve reserve profits -~ Subtotal  interests equity
B RiEE AARE  EERE  EXEE  REET Nt EBRER  GER
Note $/000 $000 $000 $000 $/000 §000 $000 $:000 $/000

it TRT  TET  TEr  TEAT  TET  TEr  TEr TR TER

Bdaceat{ 2010 HOVGEISIRAEY SO0 25 TOE0_ MES (9 Q81 9T = S0
Changes in equity BZ2016 56 A30AL

for the six months ~MEANERED

ended 30 June 2016
Profit for the period HREH - — = = 63 63 = 63
Other comprehensive income  Efr2 U = = — (14759 — (14759 — (14759
Toi comprefenshe ncome _ SEMEAE P 1L AR 63 _ (480 T _ (14690
Divicends to shareholders RS 16(a)(i) = = = = — (40154  (40,154) — (40,154
Appropriation to statutory PREETRE

reserve 16(c)(i) — — — 0 — (90) — — —
Eouity-setled share-based ~ WEmAEE R

fransactions BERNRS 16(c)i) - — 3,316 — - - 3,316 — 3,316
Balance at 30 June 2016 1820166 A 30 Af&E 5019 341,29 80,236 20,919 (34,087) 452390 865,822 — 865822
Balance at30 June 2016 4201656 A30 A
_adiuyats _ aGEIARNES 0 25 W0X6 N0 QO N0 WSER = G52
Changes in equity BZ2016F12A31 7

for the six months EAEANERED

ended 31 December 2016
Profit for the period gl i - — - 36,069 36,069 — 36,069
Other comprehensive income  Efr2 = = —  (33881) — (33881 —  (33881)
Toi comprehenshe ncome _ SEAEAE T ____I___Bgen _ 36069 2188 T2
Conversion of convertible AhkEsES

bond 16(b)(v) 422 69,578 — — - — 70,000 — 70,000
Dividends to shareholders BERS 16(a)() = = = = — (109,198 (109,198 —  (109,198)
Disposal partial shares HERBARN

of subsidlaries Pk = (374) = = = (374) 375 1
Appropriation to statutory PR AT Rl

reserve 16(c)(i) = = 8,359 — (8,359) — — —
Shares issued under share  IREBEERERT 2]

option scheme Bk 19 3,686 (2,589) = = = 1116 = 1116
Equity-setfled share-based MR EE MR

transactions RERKNRS 16(c)i) = = 4,004 = = = 4,004 = 4,004
Balance at #2016 612431 A

31 December 2016 e 5460 414,185 81,651 29,278 (67,918 370902 833,558 375 833933

Sheen Tai Holdings Group Company Limited
Interim Report 2017



Consolidated Statement of Changes in Equity
mEEREER

#HZE2017F6 A30 B IEAEAR — REEZ CAETREAL)
For the six months ended 30 June 2017 — unaudited (Expressed in Hong Kong dollars)

Attributable to equity shareholders of the Company

KARERRRER
Non-
Share Share Capital ~ Statutory Exchange  Retained controlling Total
capital premium  reserve  reserve  reserve profits ~ Subtotal interests equity
RE  RAGEE EXBE iERf  ERRE  REEA N OFERER AR
Note $000 $000 $000 $000 $000 $000 $000 $000 $000
BE  TAR  TER  TER  TER  TER  TAR TR TER  Tan
Banceat 1 fnuany 207 HOOEARTRMER S0 AWM GG B8 910 J0M2 K0S W5 BREK
Changes in equity BZ017F6A30AL
for the six months ~MEANERED
ended 30 June 2017
Loss for the period HNEE - - - - - (7473 (17473 23 (17,200
Other comprehensive income ~ Efr2 U - - - - 2/ - 239 914 24,885
Totel comprehensive income _ SEAGEE______________: - T T - B (74T 6488 6T 7685
Conversion of convertible bond - ATk B4 &3 16(b)i) 656 188,272 - - - - 183928 - 188928
Appropriation to statutory PREETRE
reserve 16(c)(i) - - - 3 - (33 - - -
Eouity-setled share-ased ~ WERAEE R
transactions REBNRS 16(c] i) - - 2,811 - - - 2,811 - 2811
Balance at 30 June 2017 201756 B 30 AL 6,116 602,457 84,462 29,311 (43,947) 353,396 1,031,795 1,562 1,083,357

The notes on pages 27 to 64 form part of this interim financial report.
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Condensed Consolidated Cash Flow Statement

BRRERERER

HZE 201746 A30 HIEAER — REEZ CABTREL)
For the six months ended 30 June 2017 — unaudited (Expressed in Hong Kong dollars)

Six months
ended 30 June
EZ6 A30HLEAEA
2017 2016
2017 & 2016 4
$’000 $'000
PEE FHBT FiET
Operating activities REER
Cash generated from operations KEBIRE 5,325 381,590
PRC taxes paid BETFEHR (6,906) (13,766)
Net cash (used in)/generated from BeEsER (FTA)
operating activities ISR &RE (1,581) 367,824
Investing activities REFH
Payment for the purchase of BEETEE BFEE
fixed assets, intangible assets ME A IERENE ERIIE
and other non-current assets (19,304) (47,643)
Payment for the construction of solar B32 K F5 RE R B HO A IE
power plants - (129,371)
Proceeds from sale of trading securities HEEBEFEFNTEHRIE 1,734 =
Proceeds from disposal of wealth TR B EE P 1S 3R
management products 156,349 —
Dividends received from investments HFEHFEEREHRE
in securities 396 669
Other cash flows arising from WA EBNE R EAD
investing activities REmE 381 1,208
Net cash generated from/(used in) REZBFE, (FTH)
investing activities REFE 139,556 (175,137)
Financing activities AEEE
Dividends paid to equity shareholders B FARA AR
of the company AR BIAR B, - (40,154)
Other cash flows arising from BB R ENFTISHY
financing activities EMReRE (8,165) (34,605)
Net cash used in financing activities BMEEE AR SFE (8,165) (74,759)
Net increase in cash and cash equivalents R&RREZEER EHINFE 129,810 117,928
Cash and cash equivalents at 1 January M B1ENERESRRS 12 171,003 193,460
Z@EER
Effect of foreign exchange rate changes EREETE (8,502) (5,484)
Cash and cash equivalents at 30 June MR6A30HNEESREAS 12
Z{E1EH 292,311 305,904

The notes on pages 27 to 64 form part of this interim financial report.

Sheen Tai Holdings Group Company Limited
Interim Report 2017
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Notes to the Unaudited Interim Financial Report

BASIS OF PREPARATION

Sheen Tai Holdings Group Company Limited (the “Company”)
was incorporated in the Cayman Islands on 24 February
2012 and registered as an exempted company with limited
liability under Companies law, Chapter 22 (Law 3 of 1961,
as consolidated and revised) of the Cayman Islands. This
interim financial report of the Company as at and for the six
months ended 30 June 2017 comprises the Company and
its subsidiaries (collectively referred to as the “Group”). The
Group is principally engaged in manufacturing and sales of
BOPP fims, sales of sub-processing cigarette films, properties
development and related services, generation of photovoltaic
power and cloud-related business. The Company’s shares were
listed on Stock Exchange of Hong Kong Limited on 13 July
2012.

This interim financial report has been prepared in accordance
with the applicable disclosure provisions of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong
Limited, including compliance with Hong Kong Accounting
Standard (“HKAS”) 34, Interim financial reporting, issued by the
Hong Kong Institute of Certified Public Accountants (“HKICPA”).
It was unaudited and authorised for issue on 31 August 2017.

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

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

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

BRI B RE M

(BRBEIEAIN - LABTRER)
(Expressed in Hong Kong dollars unless otherwise indicated)

fm A

IEZ =B AR AR ([ARAR]) BR201242
R24BRIBEFREHEAHFE22E N AE (1961
FEIFER - LERE RIEF]) ERESHS F M
R B—RERCER AT - NARN2017 46
A 308 REZEZH L/ AR KR B SR E B
ARl REWBAR (58 [AEE]) WIHEE
B AREFEREEHFARLE NN FERE
HEMIEEEER - MEZERBERY - XK
BFEREXEBHHEELE - XRARIKRHER2012
F7 13 AEBBHARZAR AT LT °

R HRE SRS R E B BB AR ST BR A A
(FHLEMHRAD FEAEERGEX - BIEERES
SRR ASBMHI (BB SFHER]) F 345 [#47
HHHE ] MimE o AR B RS REEZL
R2017F8 A31 HEZEESHRETE -

BR T TEET L 2017 FEEM B HRE RO SEHBUER
BE)IN - AP BT RER PO ST BORER A
AR ELE 2016 FF E RIS FREZ T ERMABAER]
BEASHBORRE B FIFEHAMIEE2 o

RIB(EBETER) F4RHEHD MU BRE
FREEEBELHE - et RRR - ZFHERG
ARBREFVESTRRERARFNESHZ
BNEEKRAE  KERFAXERE BRERA
BEB RN F AT

AR HIE 3RS BRI AR & M S R ARk
HARREIEE - MR IR EIE A LB B 2016 F 5
[ TS HRR LA SR A TS AROR B e R IR B B K
FHEHRXHHHHA o ERRE DA RE
RAEHR RN Y N BRRE(EAEM B H
EEA) mEN DM BERENAEES
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Notes to the Unaudited Interim Financial Report

RARE A HA B A R B
(BRBEIEHIN - IBTRENL)
(Expressed in Hong Kong dollars unless otherwise indicated)

BASIS OF PREPARATION (continued)

The financial information relating to the financial year ended 31
December 2016 that is included in the interim financial report
as comparative does not constitute the Company’s statutory
financial statements and the consolidated financial statements
for that financial year but is derived from those financial
statements. Statutory financial statements for the year ended
31 December 2016 are available from the Company’s registered
office.

CHANGES IN ACCOUNTING POLICIES

The HKICPA has issued several amendments to HKFRSs that
are first effective for the current accounting period of the Group.
None of these developments has had a material effect on how
the Group’s results and financial position for the current or
prior periods have been prepared or presented in this interim
financial report.

The Group has not applied any new standard or interpretation
that is not yet effective for the current accounting period.

REVENUE AND SEGMENT REPORTING
(@) Revenue

The principal activities of the Group are manufacturing
and sales of BOPP films, sales of sub-processing
cigarette films, properties development and related
services, generation of photovoltaic power and cloud-
related business in the People’s Republic of China (the
“PRC”).

Sheen Tai Holdings Group Company Limited
Interim Report 2017
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Notes to the Unaudited Interim Financial Report

3 REVENUE AND SEGMENT REPORTING

(continued)

(a)

Revenue (continued)

Revenue represents the sales value of goods sold less
returns, discounts and value added taxes and other sales
taxes and rendering of services. The amount of each
significant category of revenue recognised during the six
months ended 30 June 2017 and 2016 is as follows:

REEZP TR E M
(B SHEB - LUBT AL

(Expressed in Hong Kong dollars unless otherwise indicated)

(a) HXFE (9

HEEBRIEEMHEHEEERRE - HTINF
BEFMEAEEN RIRHRE - RERE
2017 F 2016566 A 30 A L/~ AAERE
EEERNZSEZRABRHSEENAT

Six months ended 30 June

EZ6 A30HIEA@EA
2017 2016
2017 F 2016 4
$’°000 % $'000 %
FHET % FET %
Manufacturing and sales of EHBAN
BOPP films & MR AR
— Cigarette films — BEER 88,434 36% 61,352 34%
— Non-cigarette-related fims ~ — IEREMRRE B EM R 44,240 18% 52,148 28%
Sub-total 258 132,674 54% 113,500 62%
Sales of sub-processing SHE N T H/EEE
cigarette fims 48,568 20% 55,521 31%
Properties development MEERK
and related services 18R BR 7 37,927 15% = =
Sales of electricity BHHEE 24,173 10% 12,671 7%
Operation of EYRKLE
cloud platforms 3,509 1% — —
Total anr 246,851 100% 181,692 100%

The Group’s operations are not subject to significant
seasonality fluctuations.

For the six months ended 30 June 2017 there are 2
customers (six months ended 30 June 2016: 2) with
whom transactions have exceeded 10% of the Group’s
revenues. Revenues from manufacturing and sales
of cigarette films to these customers, including sales
to entities which are known to the Group to be under
common control with these customers (i.e. the sales
to different customers are viewed as a single customer
if the relevant sales were made to various customers
under common control), amounted to approximately
HK$118,804,000 and HK$102,156,000 for the six
months ended 30 June 2017 and 2016 respectively.

AEENREBEEAFTHILRD

HZE20176 A30B LA - EMER
F (B Z201646 A30BIL~NEA : MA
BP) IR SAEBRAEIR10% ° =
2017 F K% 201646 A 30 B IE/EA » [
ERXFHEREARMER (BERALE
FrALE R REE —E B RIESIFTED
SHE (BWAEREHEE HmX RS 8T E
BEEH - ASHE T TRES R {EE —
=FE)) BIRA D R4 A& 118,804,000 7% T
102,156,000/ 7T °
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Notes to the Unaudited Interim Financial Report

RAEEZ PR E M=

(B =AM

VAT A ENL)

(Expressed in Hong Kong dollars unless otherwise indicated)

3 REVENUE AND SEGMENT REPORTING

(continued)

(b)

Segment reporting

The Group manages its businesses by divisions,
which are organised by a mixture of both business
lines (products and services) and geography. In a
manner consistent with the way in which information is
reported internally to the Group’s most senior executive
management for the purposes of resource allocation and
performance assessment, the Group has identified five
reportable segments. No operating segments have been
aggregated to form the following reportable segments.

Information regarding the Group’s reportable segments

AEEBBEBR (ERMRE) kiR

FXIZA) 53 &P

PEIRERS - REBE 2 T3 R

EsREDED - B ERD B KRB FE

A& E &
B —5 -
PARERC LA R ERE D36 o

BEITHERABERNBHREE
IR E B 4 15 4 5

A b

RHTASESESERERBAREDEEE R R

as provided to the Group’s most senior executive FHE D ERIFN AR A EE I B DI E
management for the purposes of resource allocation and BEZIT o
assessment of segment performance for the period is set
out below.
Six months ended 30 June
HE6AALAER
Manufacturing
and sales of Sales of sub-processing  Properties development Generation of Cloud-related
BOPP films cigarette films and related services photovoltaic power business Total
E#RRRYD
bl 1 HENTEEEE NERRREBRS EHREE B4 Ait
2017 2016 2017 2016 2017 2016 2017 2016 2017 2016 2017 2016
0MM7F 16% 0175 016% 0M17% 0165 NM71E 0165 017% 0165 WM7F 016%
$1000 $000 $000 $000 $1000 §000 $000 $000 $000 §000 $1000 $000
TR Tin T TR TR Tin Tin Tin Tin Tin Thn Tin
Revenue from external customers RENMPRERG 132674 113500 48,568 55,521 31921 = 4173 12671 3,509 - 46851 181692
Reportable segment revenue WEFAHHA 132674 113500 48568 55521 3927 - 173 12671 3509 - 6851 18169
Reportable segment gross profit ~ AHHAHZR 0T M 1838 270 3448 - 1626 837 (109%) - R 6539
Reportable segment profit/{loss) ~ WHHAHHAER / (B
before taxation 12,054 15,875 9721 5,624 il (11,041) 15,544 5110 (26,321) 47 11,215 16,675
Interest income from bark depostts &7z % 138 3 888 %9 191 10 5 19 = 31 1222
Interest expense FISH% 2189 578 1,250 4291 - 1,084 - - - - 343 5913
Depreciation and amortisation BRAERER
forthe period 1425 7439 459 4413 256 33 6,421 3610 13,107 - 27,668 15,863
As at 30 June/3 December #6A%08/ 124318
Reportable segment assets BV 301954 359918 128730 147991 815380 845336 33471 309345 208992 33341 2004777 1985931
Reportable segment liabilities THEAIEE 115350 118717 31,937 80526 789144 733784 29,555 28,499 75329 299699 1,041,315 1261285

Sheen Tai Holdings Group Company Limited
Interim Report 2017



3 REVENUE AND SEGMENT REPORTING

Notes to the Unaudited Interim Financial Report

AET P AR R o Y R

(BEHEHEBEN - NETREN)

(Expressed in Hong Kong dollars unless otherwise indicated)

3 EEERIIHRE @

(continued)
(c) Reconciliations of reportable segment profit (c) TAHREDEBHEFHEBHVEIR
or loss
Six months
ended 30 June
BZ6A30HL<EA
2017 2016
2017 2016 £
$'000 $000
FHET FAET
Reportable segment profit A AR 0 B B g A
before taxation 11,215 16,675
Unallocated items KoBLEE (24,903) (9,630)
Consolidated (loss)/profit before taxation A (BR) Suf (13,688) 7,045
4 OTHER (EXPENSES)/INCOME 4 Hth () WA
Six months
ended 30 June
EZ6 A30HLEAEA
2017 2016
2017 £ 2016 4F
$°000 $'000
FHEx FAT
Interest income M EMA 381 1,222
Dividend income from equity securities BEEBHFHREWA 396 669
Sales of scrap materials R 5,890 3,732
Net foreign exchange gain/(loss) NS (&18) F58 361 (791)
Net realised and unrealised loss BEEBHFNEERK
on equity securities REAIR FES R (12,302) (2,159)
Loss on revaluation of ARRESEHEE
convertible bond (Note 14) (HiaE14) (12,792) (3,100)
Others HA 1,434 1,193
(16,632) 766

IERZEREEERAF e
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Notes to the Unaudited Interim Financial Report

RARE A HA B A R B
(BRBEIEHIN - IBTRENL)
(Expressed in Hong Kong dollars unless otherwise indicated)

5 (LOSS)/PROFIT BEFORE TAXATION 5 Al (F58) OwFl
(Loss)/profit before taxation is arrived at after charging/ &R (GHA) AT R BEEHATE R (BiE)
(crediting): A
Six months
ended 30 June
BZ6A30AHLL<EA
2017 2016
2017 & 2016 4
$’000 $'000
FHERT FAT
(@)  Finance costs @  BIRSEAR
Interest on bank borrowings IRITIE KA B 2,451 2,428
Interest on other borrowings E A fE5F S 1,235 4,318
Interest on convertible bond (Note 14) AR ESF S (BIE14) - 1,312
Less: Interest expense capitalised into B B ERERES
properties under development* YR TS H* - (2,145)
3,686 5,913
* The borrowing cost has been capitalised at a rate of 5.600%- * B AR A LA 4E 5.600%-8.515% HIFI| R+ E o
8.515% per annum.
Six months
ended 30 June
BEZ6 A30H1EAEA
2017 2016
2017 2016 4F
$’000 $'000
FHET FAET
(o)  Staff costs b) BIRAK
Contributions to defined contributions HAERFERK
retirement plans =T EIRI K 3,263 1,528
Equity-settled share-based payment expense VAR 2= 45 & LA RS 0
BER S 2,811 3,316
Salaries, wages and other benefits e LEREAMER 23,539 17,924
29,613 22,768
(¢)  Otheritems ) EmMIEE
Reversal of impairment losses &2 o] 5 (B /518
— Trade and other receivables — B HRKFIER
H A FEUCOR (449) (3,722)
Amortisation of intangible assets A EE 10,852 80
Cost of inventories FERAR 165,506 112,019
Depreciation and amortisation of fixed assets BlEEENTE L#E 20,623 15,773
Net foreign exchange (gain)/loss HNEERE 5, (Mas)
B8 F (361) 791
Operating lease charges LRSS 5,883 6,409
Net loss on disposal of fixed assets BT EEREBEBFHE 1 5
Increase/(decrease) of inventory provision GERENER, (EE) 495 (249)

Sheen Tai Holdings Group Company Limited
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Notes to the Unaudited Interim Financial Report

REEZP TR E M
(B SHEB - LUBT AL

(Expressed in Hong Kong dollars unless otherwise indicated)

6 INCOME TAX 6 FBM
Taxation in the consolidated statement of profit or loss IREBEERANTIERE
represents:
Six months
ended 30 June
BZ6H30HIEAEAR
2017 2016
2017 £ 2016 4F
$°000 $'000
FHET FH&T
Current tax — Hong Kong BEARITE — BBFEH
Profits Tax
Provision for the period ___ __ __ ANEw . 85 | -
Current tax — PRC income tax EVf#i%i18 — hE 58
Provision for the period H B 3,053 6,318
Under-provision in respect of NEFEREDE
prior years 721 374
___________________________________________________________ 3774 ________6692
Deferred tax ELERE
Origination and reversal of TR EENELERED
_ temporary differences . ________ Gan_ 48
3,512 6,982

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

The provision for Hong Kong profits tax for the six months
ended 30 June 2017 and 2016 is calculated at 16.5%.
The payments of dividends by the Group companies
incorporated in Hong Kong are not subject to withholding
tax.

On 16 March 2007, the Fifth Plenary Session of the
Tenth National People’s Congress passed the Corporate
Income Tax Law of the PRC (“New Tax Law”) which
became effective on 1 January 2008 and the PRC’s
statutory Corporate Income Tax rate is 25%.

Pursuant to the rules and regulations applicable to
advanced technology enterprises established in the PRC,
Jiangsu Sheen Colour Science Technology Co., Ltd.
and Qingdao Ener Packaging Technology Co., Ltd. are
subject to PRC corporate income tax at a preferential tax
rate of 15% for the six months ended 30 June 2017.

RIFFERE MIEBGE RSN MRRMBR
Bl - REEEANZE BDERE RSN ER T
B -

HE2017F % 201646 H30HIEAEA -
BRNESHANBEIL165%TE - X5E
RE B A A R TR A AR S /A4
MIBINFL °

R2007%F3A16 8  F+EEZEARRE

CEAXREREZBBAT(FEARS
MBASEMEFE) ([FFE]) - 72008
FAA1BER  FRUEELEMEHER
25% °

ARABSE PR A TE AR BN A MO = o B T 1 FE A0
BER  IHSRERBERARMESH
FEEEMBZBRARIAREZE2017F6 A
30 B 175 1E A 2B 210 2 15% A0 R Bl 4k
EFTISHL
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Notes to the Unaudited Interim Financial Report

RAEEZ PR E M=

(B =AM

VAT A ENL)

(Expressed in Hong Kong dollars unless otherwise indicated)

6 INCOME TAX (continued)

(i)

V)

(continued)

Entities engaged in qualified power projects, are eligible
for a tax exemption for the first year to the third year, and
a 50% reduction in corporate income tax for the fourth
year to the sixth year starting from the year in which the
entities first generate operating income (the “3+3 tax
holiday”). Xuzhou Sheentai New Energy Power Company
Limited (an indirect wholly-owned subsidiary of the
Group) obtained the “Notification of Corporate Income
Tax (“CIT”) 3+3 tax holiday” in 2016 and was entitled to
the 3+3 tax holiday retrospectively from 2015 to 2020.

According to the New Tax Law and its implementation
rules, dividends receivable by non-PRC-resident
corporate investors from PRC-resident enterprises are
subject to withholding tax at 10%, unless reduced by
tax treaties or arrangements, for profits earned since 1
January 2008. Under the tax arrangement between the
Mainland of China and Hong Kong Special Administrative
Region and the relevant regulations, a qualified Hong
Kong tax resident which is the “beneficial owner" and
holds a 25% equity interest or more of a PRC enterprise
is entitled to a reduced withholding tax rate of 5%. The
withholding tax rate applicable to the Group is 5%.

According to the New Tax Law and its implementation
rules, where the research and development expenses
incurred by an enterprise in its research and development
activities do not form intangible assets and are included in
the current period’s profit or loss, 50% of such research
and development expenses shall be deducted from the
taxable income amount of the year; where intangible
assets are formed, pre-tax amortisation shall be made
based on 150% of the costs of the intangible assets.

Sheen Tai Holdings Group Company Limited
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Notes to the Unaudited Interim Financial Report

(LOSS)/EARNINGS PER SHARE

(a)

(b)

Basic (loss)/earnings per share

The calculation of basic (loss)/earnings per share for
the six months ended 30 June 2017 is based on the
consolidated loss attributable to equity shareholders of
the Company of HK$17,473,000 (six months ended 30
June 2016 profit: HK$63,000) and weighted average
of 2,358,537,000 shares in issue during the six months
ended 30 June 2017 (six months ended 30 June 2016:
2,007,690,000 shares).

Diluted (loss)/earnings per share

The calculation of diluted (loss)/earnings per share is
based on the consolidated loss attributable to ordinary
equity shareholders of the Company of HK$17,473,000
(six months ended 30 June 2016 profit: HK$63,000)
divided by the weighted average number of ordinary
shares of 2,358,537,000 shares (six months ended 30
June 2016: 2,024,536,000 shares) after adjusting for the
effects of deemed issue of shares under the Company’s
Pre-IPO Share Option Scheme (note 15) and the effect of
conversion of convertible bond (note 14) and the effect of
Share Subdivision.

FIXED ASSETS

During the six months ended 30 June 2017, the Group’s
additions to fixed assets amounted to HK$18,374,000 (six
months ended 30 June 2016: HK$171,702,000). ltems of
equipment with a net book value of HK$1,000 were disposed
of during the six months ended 30 June 2017 (six months
ended 30 June 2016: HK$5,000), resulting in a loss on disposal
of HK$1,000 (six months ended 30 June 2016: HK$5,000).

REEZP TR E M
(B SHEB - LUBT AL

(Expressed in Hong Kong dollars unless otherwise indicated)

R (FE) B
(a) SREX (FE) BA

REZE 201746 A30 8 1L/ B AN ERE
N (B518) /BF THIREA D Al AR R E
15474 518 17,473,000/ 7T (B E20164F
6 A 30 A 1L/~ &8 A& F| : 63,000%87) kA
ARINEE 201746 A30 B IE/NE A E 2%
72,358,537,000 % iz 17 (E, £ 20164F 6 A
308 1E7~1E A : 2,007,690,000 f% i 17) HY
INEFEHEETHE -

(b) EREE (FBE) BF

FBREE (B8) BANTEREERAR
7] 3% i AR AR R FE (L 4R & E5 18 17,473,000 78
7T (B = 201646 A30 B 1k /<18 A% F| :
63,0005 7T) BR ARIERIBARRIERA
PSRBT & (MisE15) ZATARIDAY
FE  ERAIMREFNTE (E14) &
AR E e AR &I AR I i T 19 £
2,358,537,000 % (E = 201646 A 30 H 1
NEA ¢ 2,024,536,000 f%) 5HE -

BEE&EE

REZE2017%F6 A0 HILNEA - AEBAERE
TEAEE 18,374,000 T (Bl = 201646 A 30 H
1E751E A 171,702,000 7T) ° REE 201756
R30B IE/NER + A& E & BREFE A 1,000
BT (B 2201646 A30 8 1E/~18 A : 5,000
J0) RREIEE - BRI EEIEA1,0008 T (B
201646 A30 B 1E/EA : 5,000 7T) °

IERZEREEERAF
T EREERE



Notes to the Unaudited Interim Financial Report

RARE A HA B A R B
(BRBEIEHIN - IBTRENL)
(Expressed in Hong Kong dollars unless otherwise indicated)

9 GOODWILL

B
!

Total
$°000
THET
Cost and carrying amount: BARREEE :
At 1 January 2016 ®K20164F1 A1H -
Additions through BRPEESIILE
business combinations 52,475
At 31 December 2016 R 2016412 31 H
and 30 June 2017 201746 A30H 52,475

On 30 June 2016, the Company had acquired Treasure
Cloud Limited and its subsidiaries (“Treasure Cloud Group”)
which engages in the cloud-related business by issuing four
tranches of convertible bonds which total principal amounts of
HK$236,160,000. The goodwill arose from the acquisition of
Treasure Cloud Limited amounting to HK$49,645,000, which
represented the excess of the aggregate purchase price over
the fair value of the net identifiable assets acquired in business
combination.

On 31 December 2016, the Company had acquired Yancheng
Renhe Network Sci. & Tech. Limited (“YCRH”) which engages in
the cloud-related business at consideration of RMB1,550,000.
The goodwill mainly arose from the acquisition of YCRH
amount to HK$2,830,000, which represented the excess of
the aggregate purchase price over the fair value of the net
identifiable assets acquired in business combination.

Sheen Tai Holdings Group Company Limited
Interim Report 2017

201656 A30H - AR AlMiE /TR A] #2
B &% - LAAN & 4850 236,160,000 7 o U B8 T 1
£ E XK Treasure Cloud Limited & E i B A 7
([Treasure Cloud & E ] ) - BAFEEXZ2RAK
8% Treasure Cloud Limited @ & 5t 49,645,000 7
T HEREEBAHRHERENAERRFEE
RBEREERHARBENSE

M20164F12 831 H » "NAFIAARKE 1,550,000
TWETHEEZEENERANBEREERA
Al MEFBRAWBHERAMNBERIZERA
7] * £5F2,830,000/87C © HERNEEEE FHE
WM #RFEEMNBFEBEEBL AABERN
SH -
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Notes to the Unaudited Interim Financial Report

REEZP TR E M

GOODWILL (continued)

Impairment tests for cash-generating unit
(“CGU”) containing goodwill

Goodwill is allocated to the Group’s cash-generating units (CGU)
identified according to company of operation and timing as follows:

(BRm=AIEHAN

LA TTRERL)

(Expressed in Hong Kong dollars unless otherwise indicated)

9 BEw

HESBHENRSELER ([REEE

Exl) NRERH

BERBERRNKEXBERERLZHEIEESS

EHEBRIREELEN

2017 2016

2017 £ 2016 4F

$’000 $'000

FExT FHET

Treasure Cloud Group (Note) Treasure Cloud Group (Fff3E) 49,645 49,645
YCRH B A AR R B R A ) 2,830 2,830
52,475 52,475

Note: For the purpose of goodwill impairment testing in respect of
acquisition of Treasure Cloud Group, goodwill arising from the
business combinations was allocated to the CGU of Treasure
Cloud Group, which is the Treasure Cloud Group’s cloud-related
business.

The recoverable amount of the CGU is determined based
on value in use calculation, which uses cash flow projections
based on financial budgets approved by management. Key
assumptions used for the value in use calculation of 2016 are
average growth rate of 3%, and pre-tax discount rate of 20%.

Management are not aware of any significant changes in the
assumptions in current period.

INVENTORIES

Inventories in the consolidated statement of financial position
comprise:

MIRE « # A UREE Treasure Cloud Group H9 2SR BRI, -
b A G 4 B2 S B Treasure Cloud Group
/)35 & E 4 8t Bl Treasure Cloud Group #) &

ES/ )

ReEEB TR SEIZRERBENES
AERE o ERBEFENARANR S REREN
EAEEEMHENVERERER - 5E _—F
—NEERBEEMERNEREBRSBABET
BIERE 3% @ BATFTHEA20%

EEBHTIANEZEBRENAPHEAG EAEK

28 -

10 78

RiFEPBARRKRARNFE R

At 30 June At 31 December
2017 2016
R2017 F #2016
6 H30H 12 H31H
$’000 $'000
FHET FAET

Packaging materials manufacturing and trading: BRYEIHES
— Raw materials — EME 40,217 52,269
— Work in progress — ERm 16,116 7,698
— Finished goods — SRk an 32,576 32,746
88,909 92,713

Property development: MFEER

— Property under development for sales — BERFENYE 624,562 589,492
713,471 682,205

During six months ended 30 June 2017, HK$495,000 (31
December 2016: recognition of write-down of inventories
HK$315,000) has been recognised as a reduction in the
amount of inventories recognised as an expense in profit or loss
during the period.

REZ 201796 A30 B IE/NE A - A2495,000
BT (2016412 A 31 B S RERR : 315,000
Bor) SEPERTRSIEER S HATFEEE -

IERZEREEERAF

T EREERE



Notes to the Unaudited Interim Financial Report

RARE A HA B A R B
(BRBEIEHIN - IBTRENL)
(Expressed in Hong Kong dollars unless otherwise indicated)

11 TRADE AND OTHER RECEIVABLES 11 BEFERREREtMERRIE
At 30 June At 31 December
2017 2016
2017 F #2016 F
6 H30H 12H31H
$’000 $'000
THERT FAT
Trade debtors and bills receivable B 5 e WRIa M B R IE 197,771 218,848
Less: Allowance from doubtful debts (Note 11 (b)) B REREES (M 11(0) (2,380) (2,829)
195,391 216,019
Deposits, prepayments and other receivables £ BAERK
HAh i Y R IE
— Third parties —®=H 97,026 95,650
292,417 311,669
All of the trade and other receivables are expected to be FEE S REWZIERHMhEWRIBESTEERA —F
recovered or recognised as expense within one year. AU EI kR AR o
(@) Ageing analysis: (@) BRERDHT :
As at 30 June 2017 and 31 December 2016, the ageing R2017E6 B30 HAMAR 201612 H31H -
analysis of trade and bills receivable (which are included GIIEE B REWBERMEMmEWRIE THE S
in trade and other receivables), based on the invoice date FEURBE RANFEIN ZE i (B Nk REEERE) 1Y
and net of allowance for doubtful debts, is as follows: BRSO ITIR R E A HIE T -
At 30 June 2017 At 31 December 2016
M 2017%6 A30H 1K2016412 531 H
Trade Bills Trade Bills
receivable receivable receivable receivable
25 25
BlHE EREE EBREUE  EREE
$°000 $°000 $'000 $'000

FRT TR TR TATT

Less than 30 days PR30 H 76,990 4,214 126,112 1,599
31 — 90 days 31E90H 52,629 18,006 56,397 8,145
91 — 180 days 91 %180 H 11,785 5,538 11,235 1,686
181 — 365 days 181 2365 H 25,999 230 9,671 45
Over 365 days B8 365 H - - 1,129 —

167,403 27,988 204,544 11,475
Trade and bills receivable are due within 30 to 180 days B RBRR R ERERA R A R
from the invoice date. 30 K= 180 KN EHF »

@ Sheen Tai Holdings Group Company Limited

Interim Report 2017



Notes to the Unaudited Interim Financial Report

11 TRADE AND OTHER RECEIVABLES

(continued)

(b)

Impaired of trade debtors and bills
receivable:

Impairment losses in respect of trade debtors and bills
receivable are recorded using an allowance account
unless the Group is satisfied that recovery of the amount
is remote, in which case the impairment loss is directly
written off against trade debtors and bills receivable.

As of 30 June 2017, an impairment loss of HK$2,380,000
(31 December 2016: HK$2,829,000) was recognised
and provided for as a result from the assessment of
the Group’s trade receivables due from third parties of
HK$2,380,000 (31 December 2016: HK$2,829,000) that
individually determined to be impaired. The individually
impaired trade receivables mainly relate to customers
who are in financial difficulties and the likelihood of
recoverability is expected to be in doubt. The Group does
not hold any collateral over these balances.

Trade receivables due from third parties that are past due
but not impaired relate to creditworthy customers who
have maintained a close working relationship with the
Group and have consistent payment records.

12 CASH AND CASH EQUIVALENTS

REEZP TR E M

(BEHEHEBEN - NETREN)

(Expressed in Hong Kong dollars unless otherwise indicated)

11 ESERFEREMEWRTIE @

(b)

B % BUART K B RERE

B S RURS R BN REBNREBRERA
BRI - RIFAKER R B A] 8L
HERE - BREHREBIENSEBERTH
FEMBR R R BRI ©

R2017F6 A30H @ AFffE—EHAEE
U E =7 B ERIER ARENE SR
8k 312,380,000/% 7T (20164 12 431 H :
2,829,000/ 7t) iR ET IR R E BB
# %)2,380,000/% 7T (20164 12 431 H :
2,829,0007%8 7t) ° {51 /& U BR A AR A
BRE TEREREFBAMBEE - m
A BB EFRIERN AL E A - AEE T
WL S AR AR o

BEaRERRENEKRE=THEREEER
HHNEFPAR SLFFRAAKERERE
5 - i R SREL BT A R AT

12 RERBREFEER

At 30 June At 31 December

2017 2016

R 2017 F 2016 F

6 H30H 12 A31H

$°000 $'000

FHET BT

Cash at bank and on hand RITFHRAR 2 292,311 171,003
Cash and cash equivalents in the consolidated RA MBI RTRAIR S

statement of financial position KI5 EER 292,311 171,003
Cash and cash equivalents in the consolidated RAERESRERMRNES

cash flow statement FIReEBEIEE 292,311 171,003

JERZEREBERAR @

T EREERE



Notes to the Unaudited Interim Financial Report

RARE A HA B A R B
(BRBEIEHIN - IBTRENL)
(Expressed in Hong Kong dollars unless otherwise indicated)

13 TRADE AND OTHER PAYABLES 13 ESENREREtEMNTRIE
At 30 June At 31 December
2017 2016
2017 F #2016 F
6 H30H 12A31H
$°000 $'000
FET FHT
Trade and bills payable B S RNHIERENEE 34,082 92,544
Advance received AL EaEN 736,957 686,376
Other payables and accruals HAi SRR IERTEA
— Related parties — g 24,217 12,830
— Others — Hfb 46,584 95,260
Amount due to the controlling shareholder FET IR AR R IR E SRR
and director
— Mr Guo Yumin — PBEREE 64 1,565
841,904 888,575
Included in trade and other payables are trade creditors with the ATAE B R R H RN R B 5 IR
following ageing analysis as at 30 June 2017 and 31 December 15 - 2017 6H30H X 2016F 12 A 31 HAY
2016: FRECOATANT -
At 30 June 2017 At 31 December 2016
A2017$6 A30H R20164F 12 A31 H
Trade Bills Trade Bills
payable payable payable payable
=) 25
ENRE ESRE ERE EBNEER
$°000 $°000 $'000 $'000

FET FET TR TATT

Due within 1 month or 1 & AR E|Bsk fE E sk

on demand 24,311 1,094 74,511 1,060
Due after 1 month but within 1{&8 A28 318 A MEIH

3 months 3,649 — 18,785 —
Due after 3 months but within 3{E A &8 6E A NEIH

6 months 1,122 — 1,512 —
Due more than 6 months 6 & A 1% 2| 58 3,906 - 1,676 =

32,988 1,094 91,484 1,060

All of the trade and other payables are expected to be settled FEEZESEMNTEREMENFTIBEEHAR —FERN
within one year or are repayable on demand. EETIREREFEIE

@ Sheen Tai Holdings Group Company Limited

Interim Report 2017



Notes to the Unaudited Interim Financial Report

14 CONVERTIBLE BOND

(@)

2014 Convertible Bond

On 30 June 2014, the Company issued convertible bond
(the “2014 Convertible Bond”) in the principal amount
of HK$165,000,000 to the controlling shareholder and
director, Mr Guo Yumin. The maturity date of the 2014
Convertible Bond is on the third anniversary of the date
of issuance (i.e. 30 June 2017). The 2014 Convertible
Bond bears interest at 3% per annum. No security or
guarantee is granted in respect of the 2014 Convertible
Bond. The 2014 Convertible Bond can be converted
into 398,069,960 shares at the initial conversion price
HK$0.4145 after the effect of the Share Subdivision
(subject to adjustment pursuant to the terms of the
convertible bond).

The Company may at any time before the maturity date
of the 2014 Convertible Bond, by serving at least seven
days prior written notice on the holder of the 2014
Convertible Bond with the total amount proposed to be
redeemed from such holder specified therein, redeem the
2014 Convertible Bond (in whole or in part) at 100% to
the principal amount (together with the accrued interests)
of the part of the 2014 Convertible Bond to be redeemed.
Any amount of the 2014 Convertible Bond which is
redeemed by the Company will forthwith be cancelled.

At 31 December 2016 and 30 June 2017, there is no
outstanding principal amount of this convertible bond
issued on 30 June 2014.

2016 Convertible Bond

On 17 March 2016, the Company entered into a sale
and purchase agreement (the “Sale and Purchase
Agreement”) with Bloom Shine Investments Limited
(“Bloom Shine”) and announced a plan to issue four
tranches of convertible bonds (the “2016 Convertible
Bond”) with total principal amounts of HK$236,160,000
to Bloom Shine. The maturity date of the 2016
Convertible Bond is on the second anniversary of the date
of issuance. The 2016 Convertible Bond will not bear any
interest. The 2016 Convertible Bond can be converted
into 328,000,000 shares at the initial conversion price
HKS$0.72 (subject to adjustment pursuant to the terms of
the convertible bond).

REEZP TR E M

(BEHEHEBEN - NETREN)

(Expressed in Hong Kong dollars unless otherwise indicated)

@)

14 TRRKRES

2014 F [ Ex

20146 A30H * AR R MIERKRTRE
EBEREEEITA S 165,000,000 7T
AR RR &S (2014 F PR fE 5] ) ©
2014 F AR EH R BITHH=-RAFTE
B (B1201746 A308) Hiim @ I 1% & F
RIEFE o ARR T 52014 F A #%
BB H A AR S B R © 2014 F AT A%
&5 Al AR IR A R IR ) P (B 0.4145
BT (AIARAR AT IR AR B B0 R T LA A %)
a4 /5 308,069,960 PEAL(D °

AR A A BERFE 2014 R IR AR E 52 HA A
A7 - WA RREFNZFBEAZEEL TR
+tARANEEBA  SHHEEERNERE
% RBETERMNRRESISS NS
B (ERZHE)  BOE2HABRRES
(BEPSREAPERD) o FEAA RIFER A ERA]
B EH SRR o

R 2016412 A31 H fM201746 A30H °
2014 4F 6 A 30 H 377/ A AR & 5 30 £&
KREESHE -

2016 F A&

20165 3H 178 KA 7] EE Bloom Shine
Investments Limited ([Bloom Shine] ) 5732
H = s A= st 2l m Bloom ShineZ$17PY
AR ES ([2016F A RES] ) + &
& #A%E= | 236,160,000/ 7T ° 20164 A #4
REFBRETAPEMBEE BEm - mA
TEHEEFIE o 20164F A] A% (E 25 Al 12 %)
FEIRE 0.7278 7o (AR R AT AR B A A0 15
T DA EE ) 4 5 328,000,000/ A% (7 °

IERZEREEERAF
T EREERE



Notes to the Unaudited Interim Financial Report

RAEEZ PR E M=

(B =AM

VAT A ENL)

(Expressed in Hong Kong dollars unless otherwise indicated)

14 CONVERTIBLE BOND (continued)

()

2016 Convertible Bond (continued)

Bondholder can assign or transfer in whole or in part
the 2016 Convertible Bond (multiples of HK$576,000 of
the fair value of the 2016 Convertible Bond), provided
that the 2016 Convertible Bond cannot be assigned or
transferred to connected persons (as defined under the
Listing Rules) of the Company except in compliance with
the Listing Rules and the Takeovers Code.

If the bondholder does not exercise his or her conversion
rights, the Company shall, in any time after the issue
of the 2016 Convertible Bond and before the first
anniversary of the issue of the 2016 Convertible
Bond, have the right to redeem any unexercised 2016
Convertible Bond with an amount equivalent to 160%
of the unexercised principal amount on a specified date
of redemption by giving a 5-days prior notice to the
bondholder (such notice being irrevocable and cannot be
opposed by the bondholder).

If the bondholder does not exercise his or her conversion
rights, the Company shall, in any time after the first
anniversary of the issue of the 2016 Convertible Bond
and before the second anniversary of the issue of the
2016 Convertible Bond, have the right to redeem any
unexercised 2016 Convertible Bond with an amount
equivalent to 140% of the unexercised principal amount
on a specified date of redemption by giving a 5-days prior
notice to the bondholder (such notice being irrevocable
and cannot be opposed by the bondholder).

Any amount of the 2016 Convertible Bond which is
redeemed by the Company will forthwith be cancelled.

On 30 June 2016, the Company had issued the first
tranche 2016 Convertible Bond in the principal amount
of HK$141,696,000 to Bloom Shine. The maturity date of
the 2016 Convertible Bond is on the second anniversary
of the date of issuance (i.e. 30 June 2018). The 2016
Convertible Bond can be converted into 196,800,000
shares at the initial conversion price HK$0.72 (subject
to adjustment pursuant to the terms of the convertible
bond). The first tranche of the 2016 Convertible Bond
may be converted into conversion shares commencing
from the sixth months after the date of issuance and
ending on the maturity date of the first tranche of the
2016 Convertible Bond.

Sheen Tai Holdings Group Company Limited

Interim Report 2017

14 TR ES @)

(b)

2016 F R ES (&)

BEH15H AR Rk #2016 F Al AR E
% (2EHEFP D - LA2016 F Al A% E
EH AR EBERS76,0008 TEHTE)
i 2016 F A RAXEH A HiE sk % T 4
BEAL(EER(EWMHRAD)  BARESF
CEMRAN R CUEE=ra) BIfERI °

MREHRFAENLBITELIRRE - AQF]
AR ARAIAES A AT EELRM - £
172016 F Al MR B 518 R AT AT MR (E
Fom—iBER - BERFA RENE B E R RIT{EAY
2016 F [k fESH - S REHEENEFEED
BHIRITERS TN 160% @ MZzSEAE
TAHE R T AEEAFEE AR ©

MREHRFENLBITELIRRE - AQF]
AR ARAIAGES A AT EELRM - £
172016 AR ESH WM — B F & REBITA]
BIES MBS - BER A HEER TR
TEM2016 AT ARG S - SBHEERETE
FEE B EAARITE AR SRR 140% © Mz HHE
HERAI R R EESFRE AR -

RN RIER M EfR 2016 F A/ MRES ©
BASRILEESS

20166 A30H ' AR A E i & [
Bloom Shine % 17 & — #2016 F 7] # i% (&
% - AL EEESD)141,696,0008 7T © 2016
AHRBEFERETASERBEE A (B
20184 6 A30H) Hijf ° 2016 F Al AR &
EAHR Y EB(E0.72 87T (RIRIE A%
BEHRRR T AFR ) #1245 196,800,000
RER% 1D o 55 —#E 2016 F AT AR (E 5 AT B 2
TEEERANEREE 2016 F Al iR
R (&5 23 B HpR e A AR () o



Notes to the Unaudited Interim Financial Report

14 CONVERTIBLE BOND (continued)

o)

2016 Convertible Bond (continued)

If the operation revenue of cloud platforms before tax and
surcharges is not less than RMB30,000,000 for the year
ending 31 December 2016, the Company shall issue the
second tranche of 2016 Convertible Bond with principal
amounts of HK$47,232,000 to Bloom Shine on or before
31 March 2017 or other date as agreed between two
parties.

If the operation revenue of cloud platforms before tax and
surcharges is not less than RMB37,500,000 for the year
ending 31 December 2017, the Company shall issue the
third tranche of 2016 Convertible Bond with principal
amounts of HK$23,616,000 to Bloom Shine on or before
31 March 2018 or other date as agreed between two
parties.

If the operation revenue of cloud platforms before tax and
surcharges is not less than RMB48,750,000 for the year
ending 31 December 2018, the Company shall issue the
fourth tranche of 2016 Convertible Bond with principal
amounts of HK$23,616,000 to Bloom Shine on or before
31 March 2019 or other date as agreed between two
parties.

If the actual operation revenue of cloud platforms before
tax and surcharges during a guaranteed period is less
than the guaranteed revenue for that guaranteed period
(the “Difference”), Bloom Shine may pay to the Company
in cash an amount equivalent to the Difference (“Cash
Compensation”) on or before 31 March 2017, 31 March
2018, and 31 March 2019 or such other dates as agreed
in written. In such case, Bloom Shine shall be entitled to
obtain the relevant tranche of the 2016 Convertible Bond
since the guaranteed revenue shall be considered to have
been satisfied.

If no Cash Compensation is provided by Bloom Shine,
the second tranche 2016 Convertible Bond, the third
tranche 2016 Convertible Bond and the fourth tranche
2016 Convertible Bond payable to Bloom Shine or its
nominee shall be reduced in proportion to the amount of
the Difference.

REEZP TR E M

(BEHEHEBEN - NETREN)

(Expressed in Hong Kong dollars unless otherwise indicated)

(b)

14 TARKRES @)

2016 F R ES (&)

MRHZE2016F 12 A31HEFEEFE
MBRFLAM N2 2 ATy & B A D DA
R #30,000,0007T * 2N 2 & 78 R 2017 F
3A31 Bz A= & 75 17 € K H A B Hi[m
Bloom Shine #1778 88 /4 47,232,000 % 7T
HIZE —#t 2016 F AT AR E S ©

MRHZE2017F12A31HEFEEFE
MBRFLAM N E 2 A8y & B AT DA
R #37,500,0007T © 2N A &) 78 )R 2018 F
3A31 Ak 2z A= & 75 17 € H H A B Hi[m
Bloom Shine #1774 %84 23,616,000 /57T
RIZE =#t 2016 F AT AR ES ©

MRHZE2018F 12 A1 A EFEEFE
MBRFEAM N E 2 A8y & B A T DA
R #48,750,0007T © 7N A &) 78 PR 20194
3A31 Bk 2z A= & 75 1% & Hy H A B Hi[m
Bloom Shine #1774 %84 23,616,000 /57T
RIS PO#L 2016 F A AR E S ©

IR AR BRI 2 & f0BR B MM N E 2 A1
MEREERADRERABNOER K
([#%]) - Bloom Shined] 22017 43 A
318 201843 A31H K&201943 A 31
A k2 Al sk EE 7 E K E b B B AN A Al 2
MEENREZENRESE ([BamEl) - »
BHIER T » ARE 5B E R ER K
Bloom Shine 75 # /& B 48 B8 41t )X 89 /] 2 A% (&
#o

202 Bloom Shine I IR & wE - AlfE
% 1~ Bloom Shine sk & AHIE — #2016
FABRRES « F #2016 F Al IR EH
N ZB POt 2016 F Al AR &5 i i = Ra L
B
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RAEEZ PR E M=

(B =AM

VAT A ENL)

(Expressed in Hong Kong dollars unless otherwise indicated)

14 CONVERTIBLE BOND (continued)

()

2016 Convertible Bond (continued)

The Difference for that guaranteed period shall be rolled
over to the next guaranteed period and the guaranteed
revenue for the next guaranteed period shall be increased
by the amount of the Difference. Accordingly, the amount
of the relevant tranche of 2016 Convertible Bond payable
reduced pursuant to the clause above shall be rolled
over and added to the amount of the tranche of 2016
Convertible Bond payable in the next guaranteed period.

If the actual operation revenue of cloud platforms before
tax and surcharges during a guaranteed period is more
than the guaranteed revenue for that guaranteed period,
there will not be any upward adjustment of the principal
value of the 2016 Convertible Bond.

On 22 February 2017, the first tranche 2016 Convertible
Bond has been fully converted into 196,800,000 ordinary
shares at the initial conversion price HK$0.72.

On 31 March 2017, the second tranche 2016 Convertible
Bond in the principal amount of HK$47,232,000 had
been issued to Bloom Shine pursuant to the Sale and
Purchase Agreement. On the same day, the second
tranche 2016 Convertible Bond has been fully converted
into 65,600,000 ordinary shares at the initial conversion
price HK$0.72.

14 TR ES @)

(b)

2016 F R ES (&)

FERERZERESN TEZAR ARG R T EE
REIERKSESIEINER SR - Atk - 1R
i b A5 SRB R S AR R LR Y 2016 5F 7]
HRHE 5 2 RS R H BRI TS EE R EARS 0
AIERBHEIRE) 2016 SFATHAAR A £ 78 o

R ER BRI 7 & F0BR L FOBT N E 2 Al
R ERR LB A BB IR IR AR R -
B EHE 2016 F AR EHFAAREEE

R20178F2 A22H © % — #2016 F A] #&
BEFZNSEREBOT2AETEE2HER
/5196,800,000 M 38 A% ©

M2017F3A31H ' REEEHEE —H#
2016 F A% E%5 2417 T Bloom Shine * 4
& HAREIED|47,232,000/8 7T ° R —K -
E 2016 F A MR ESFIEY P EIRE
0.727% 7L B & B2 5 65,600,000 % 3 38
% °

First tranche Third tranche
and second and fourth
tranche of 2016 tranche of 2016
Convertible Bond Convertible Bond Total
F-HME=4f E=HAEMmA
2016 FAHARES 2016 FARRES CH)
$°000 $°000 $'000
TAT FAET FAET
Balance at 201612 31 H
31 December 2016 EpeS 169,563 32,613 202,176
Changes in fair value of ARREFNAREEE
Convertible Bond (Note 4) (PFFsE4) 19,365 (6,573) 12,792
Convert to new shares B AT (188,928) - (188,928)
Balance at 30 June 2017 R 2017 %6 A 30 BRI& & — 26,040 26,040

Sheen Tai Holdings Group Company Limited

Interim Report 2017



Notes to the Unaudited Interim Financial Report

15 EQUITY-SETTLED SHARE-BASED

TRANSACTIONS

Pursuant to an ordinary resolution of the sole shareholder
passed on 22 June 2012, a Pre-IPO share option scheme (the
“share option scheme”) was approved and adopted to provide
grantees with the opportunity to acquire equity interest in the
Company.

On 29 January 2015, the Company announced 14,600,000
share options (before Share Subdivision) to subscribe for
up to a total of 14,600,000 ordinary shares of (before Share
Subdivision) HK$0.01 each of the Company were granted to
certain grantees under the share option scheme adopted by
the Company on 22 June 2012 set above.

The purpose of the share option scheme is to attract and retain
the best available personnel, to provide additional incentive to
employees (full-time), directors and advisers of the Group and
to promote the success of the business of the Group.

Each option gives the holder the right to subscribe for one
ordinary share in the Company and is settled gross in shares.

15

The terms and conditions of the grants are

REEZP TR E M
(B SHEB - LUBT AL

(Expressed in Hong Kong dollars unless otherwise indicated)

DESEEURNBERNTS

RIEME—RRER R 20126 6 A 22 BB L ERZE
R BXARBEAIERETS ([BERERE)
EEHEE MR - AEREAREERSESAA AN
IR AR o

R2015F1 A29H » AR A _E XAt iR IR
20124 6 A 22 B MR BIRERT S - M3 o FER
AL 14,600,000 10 iR #E (FFA%AT) @ AIREAR
0.01 B TRERZ A 14,600,000 % E@AX (I
f&AT) ©

BRETE ARSI MRERENATRAR - [
AEERE (28)  EFRERREHEINERIA
RATEAR R BEFOKT]

BERERTRHE AENRBARR—KEA
B WA 2HEE -

(@) BAT 2T HERENRRAGHY -

as follows:
Options granted to
BF LT A LR R RE

Date granted Vesting date Expiry date Directors Employees Total
& B H 58 A B =! = &8 et
22 June 2012 14 July 2013 13 July 2018 275,000 725,000 1,000,000
2012F 6 A22H 201347 A14 H 201847 A13H
22 June 2012 14 July 2014 13 July 2018 412,500 1,087,500 1,500,000
20124 6 422 H 20147 A14H 20187 A13H
22 June 2012 14 July 2015 13 July 2018 550,000 1,450,000 2,000,000
20124 6 H22H 20157 H14H 201847 H13 H
22 June 2012 14 July 2016 13 July 2018 687,500 1,812,500 2,500,000
201296 H22H 201647 H14 H 201847 H13H
22 June 2012 14 July 2017 13 July 2018 825,000 2,175,000 3,000,000
201246 A 22 H 20177 A14H 201847 A13 H
29 January 2015 29 January 2016 28 January 2025 500,000 2,420,000 2,920,000
201541 A 29 H 201641 A 29 H 202541 A 28 H
29 January 2015 29 January 2017 28 January 2025 500,000 2,420,000 2,920,000
201541 A 29 H 201741 A 29 H 2025% 1 A 28 H
29 January 2015 29 January 2018 28 January 2025 500,000 2,420,000 2,920,000
201541 H29H 201841 H29H 20251 H28H
29 January 2015 29 January 2019 28 January 2025 500,000 2,420,000 2,920,000
201541 H29H 201941 H29H 202541 H 28 H
29 January 2015 29 January 2020 28 January 2025 500,000 2,420,000 2,920,000
201541 H29H 20204 1 H 29 H 20254 1 H 28 H

5,250,000 19,350,000 24,600,000

IEREREBERAR

T EREERE
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RAEEZ PR E M=

(B =AM

VAT A ENL)

(Expressed in Hong Kong dollars unless otherwise indicated)

15 EQUITY-SETTLED SHARE-BASED

TRANSACTIONS (continued)

(b) The number and weighted average exercise

(b)

15 DUESEFURD/ERNIS
()

BRENEE MMmEF9TEEN

prices of share options are as follows: T
Share Option granted Share Option granted
on 22 June 2012 on 29 January 2015 Total
20125622 A 201551 29 A
R MR E HEMERE &t
Weighted Weighted
average average
exercise price No. of options exercise price No. of options No. of options
METHTREE BREZE  METHTRE RREHE HEHA
(000) (000) ('000)
(F4) (F4) (1)
Outstanding at 1 January 2017 12017F1A 18
HATTR HK$0.1507 8 7T 16,910  HK$S0.8250 7 58,400 75,310
QOutstanding at 30 June 2017 R2017E6A30R
HATTR HK$0.1507 38 7T 16,910  HK$S0.8250 7 58,400 75,310
Exercisable at 30 June 2017 R2017E6A30A
A{I{E HK$0.1507 & 7t 4910  HK$0.8250 &7 23,360 28,270
Share Option granted Share Option granted
on 22 June 2012 on 29 January 2015 Total
1201266 4228 R201551 A29H
PRRERE HReERE &t
Weighted Weighted
average average
EXercise price No. of options exercise price No. of options No. of options
MEHARE BRESE  METHGEE BiRENE HEs A
('000) ('000) ('000)
(F17) (F17) (F17)
QOutstanding at 1 January 2016 12016 1A 1H
HATTIR HK$0.1507 7t 24310 HK$0.8250 7T 58,400 82,710
Exercised after the share subdivision #Fiki&1T(E HK$0.1507 A7t (7,400) = = (7,400)
Qutstanding at 31 December 2016 720164 12 4318
HATTIR HK$0.1507 7t 16,910 HK$0.82507%7C 58,400 75,310
Exercisable at 31 December 2016 722016412 A31H
a17E HK$0.1507 A7t 4910 HK$0.8200/ T 11,680 16,590

Sheen Tai Holdings Group Company Limited
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15 EQUITY-SETTLED SHARE-BASED
TRANSACTIONS (continued)

(b) The number and weighted average exercise
prices of share options are as follows:
(continued)

The Pre-IPO share options granted on 22 June 2012
outstanding at 30 June 2017 had an exercise price of
HK$0.1507 (31 December 2016: HK$0.1507) and a
weighted average remaining contractual life of 0.03 years
(81 December 2016: 0.21 years).

The share options granted on 29 January 2015
outstanding at 30 June 2017 had an exercise price of
HK$0.8250 (31 December 2016: HK$0.8250) and a
weighted average remaining contractual life of 0.58 years
(81 December 2016: 1.08 years).

16 CAPITAL, RESERVES AND DIVIDENDS

(@) Dividends

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

REEZP TR E M
(B SHEB - LUBT AL

(Expressed in Hong Kong dollars unless otherwise indicated)

15 LRESEHUROB/ERNRTS
(%)

(b) FEEREERVEE MiNAEFIITEED
IE )

R20124F 6 A 22 H #it & i R 201746 A
30 H M ARITHER B R A FEE R EREN
1B /0.1507 %t (2016F 12 431 H :
015078 7)) * R N MEFHEOER A
0.034 (2016412 A 31 H : 0.214F) -

R20154F1 4298 #t & i M 201746 A
30 B M ARITHER B IR A F SRR ERN
11 {E/0.8250% 7T (20164F 12 431 H :
0.8250/%87C) * R N IMNEFHENVER A
0.584F (2016412 A 31 H : 1.084F) -

16 EX - FENRE
(@) KR

) NEEEMERRRARE

Six months
ended 30 June
HZ6A30HLAMEA

2017 2016

2017 F 2016 4

$°000 $'000

FTHEx FET
Interim dividend declared and paid Fh HAEAREI 18 2R AT

after the interim period of SR AR B AR

HK$0.01 per ordinary share L@A%0.01 87T

(2016: HK$0.05) (20164 : 0.05/87T) 24,464 109,198

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

RS AREH RS HARERS
HIRERRALE -

IERZEREEERAF
T EREERE
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RARE A HA B A R B
(BRBEIEHIN - IBTRENL)
(Expressed in Hong Kong dollars unless otherwise indicated)

16 CAPITAL, RESERVES AND DIVIDENDS 16 &7 - #EHKRE &)

(continued)

(@) Dividends (continued) (@ BE @

RN R A B R E IR EE T 5B A
R EF E R RS R IR AR R,

(ii) Dividends payable to equity shareholders of the (ii)
Company attributable to the previous financial year,
approved and paid during the interim period

Six months
ended 30 June
EZ6A30HLAEA
2017 2016
2017 % 20164
$000 $000
THER TAT
Nil dividend in respect of the RSB SE ART B I 2
previous financial year, approved and BOEW RS T TAITRE
paid during the following interim period (& Z 201646 A 30 A 1+
(six months ended 30 June 2016: ANEA - BRRERR
HK$0.02 per ordinary share) 0.027%7T) - 40,154
(b) Share capital (b) BRA
Authorised and issued share capital BE1T RARRA
2017 2016
2017 20164
Number of Number of
shares Amount shares Amount
RAEE oA ] B2 G
Note (°000) $°000 ('000) $000
FizE (FR) TEr (FR) THT
Authorised: EIE
Ordinary shares of SR EE0.0025 BT
HK$0.0025 each LA (i) 8,000,000 20,000 8,000,000 20,000
Ordinary shares, issued and BRETRAZLER :
fully paid:
At 1 January ®W1A18 2,183,968 5,460 2,007,690 5,019
Shares issued under share iR B IR
option scheme after the BE B
Share Subdivision (ii) - - 7,400 19
Conversion of convertible bond ~ FTHA% &5 (i) &(v) 262,400 656 168,878 422
At 30 June/31 December R6HA30H,/12H31H 2,446,368 6,116 2,183,968 5,460

Sheen Tai Holdings Group Company Limited
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16 CAPITAL, RESERVES AND DIVIDENDS

(continued)

(b) Share capital (continued)

M

(i)

(i)

(iv)

The par value of the ordinary shares of the
Company was initially at HK$0.01 per share.
With effect from 24 September 2015, each of
the existing issued and unissued shares of the
Company was subdivided into 4 subdivided shares
of HK$0.0025 each (each defined as “Subdivided
Share”), after an ordinary resolution was passed
at the annual general meeting of the Company
held on 24 September 2015 and with an approval
obtained from the Stock Exchange of Hong Kong
Limited (the “Share Subdivision”). Upon the Share
Subdivision became effective, the authorised
capital of the Company became HK$20,000,000,
divided into 8,000,000,000 Subdivided Shares of
HK$0.0025 each. The other rights and terms of the
shares remain unchanged after Share Subdivision.

Nil options were exercised during the six months
ended 30 June 2017 (831 December 2016:
7,400,000).

On 22 February 2017, Bloom Shine exercised
the conversion rights of the first tranche 2016
Convertible Bond at the initial conversion price
HK$0.72. As a result, the Company issued
196,800,000 ordinary shares accordingly.
Proceeds of HK$492,000 representing the par
value of these ordinary shares, were credited to
the Company’s share capital. On 31 March 2017,
Bloom Shine exercised the conversion rights of
the second tranche 2016 Convertible Bond at
the initial conversion price HK$0.72. As a result,
the Company issued 65,600,000 ordinary shares
accordingly. Proceeds of HK$164,000 representing
the par value of these ordinary shares, were
credited to the Company’s share capital.

On 19 July 2016, Mr Guo Yumin exercised his
conversion rights of 2014 Convertible Bond at the
initial conversion price HK$0.4145. As a result,
the Company issued 168,878,166 ordinary shares
accordingly. Proceeds of HK$422,000 representing
the par value of these ordinary shares, were
credited to the Company’s share capital.

REEZP TR E M

(BEHEHEBEN - NETREN)

(Expressed in Hong Kong dollars unless otherwise indicated)

16 EX - BENRKRE @)

(b) BRAS ()

U)

(i)

(i)

RAFE R VIREELSSR0.01
BIL e A RTEHR2015F9 A 24 H
BRAMBERAF A RALTEAR
ZEBRBEBHERSIMARA R
It E2015F9 F24H #£
RNAGBERIRE DT RAET
% 3 #F 40 & 4 % & A% H {E0.0025 7%
THRARN (BREEAFHA
fa]) o FHRERKE + RRARKE
TE A% 7K AX 720,000,000 7T © 2 A
8,000,000,000 A% & % [l 18.0.0025 7
TCHYIRABAR (D o FTRRIR AR (D A9 HL A4
FIFMEAERF T o

HZE2017F6A30H IE/AEA » &
RN AIARITEERE (2016 512 A 31
B : 7,400,000 %) °

M201742 A 22 B * Bloom Shine JA
Y F B 0.72 8 TR B 1T EE &
S —#t2016 F AMR R B FHRLAE -
E it - AR &) %17 196,800,000 A%
AR - HE R T RIREERNPTEIE
492,000 7L E T AR R A A AR AN o
W201743 A 31 B * Bloom Shine A
Y ER(B 0.72 8 TR B 1T EE &
L2016 FF ATR R B FHARLAE -
It 7N A &) % 765,600,000 f% &
AR - HE R T RIREERNPTEIE
164,000 BT EET AR A AR AN ©

R2016F7 A19H » BERELEMN
S EHR(E0.414578 T ERITE
H¥2014Frl R EH MR HE
E It + N2 &) %17 168,878,166 A%
AR - EERNEBEREAENEHE
422,000 BICE T AR RIRIARAS ©

IERZEREEERAF
T EREERE
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RAEEZ PR E M=

(B =AM

VAT A ENL)

(Expressed in Hong Kong dollars unless otherwise indicated)

16 CAPITAL, RESERVES AND DIVIDENDS

(continued)

(c) Nature and purpose of reserves

@

(i)

(ii)

Share premium

The share premium represents the difference
between the par value of the shares of the
Company and proceeds received from the issuance
of the shares of the Company.

Under the Companies Law of the Cayman Islands,
the funds in the share premium account of the
Company is distributable to the shareholders of
the Company provided that immediately following
the date on which the dividend is proposed to be
distributed, the Company would be in a position
to pay off its debts as they fall due in the ordinary
course of business.

Statutory reserve
General reserve fund

Pursuant to the applicable PRC regulations, all
PRC subsidiaries of the Group are required to
appropriate 10% of their after-tax profit (after
offsetting losses of previous year/period) to the
statutory reserve until such reserve reaches 50%
of the registered capital of each relevant PRC
subsidiary. The transfer to the statutory reserve
must be made before distribution of dividends to
equity shareholders. The statutory reserve fund
can be utilised, upon approval by the relevant
authorities, to offset accumulated losses or to
increase the registered capital of the subsidiary.

Share-based compensation reserve

Share-based compensation reserve presents the
fair value of the share options granted to employees
of the Group in accordance with the accounting
policy adopted by share-based payments.

Sheen Tai Holdings Group Company Limited

Interim Report 2017

16 EX - BENRE @)

(c)

RENEEN AR

()

(i)

(i)

B EE

Bt g (B He A8 7 R B AR ) T B B 3% 77
R RIBAD P URCER FATAS R 2 R H) =2
B o

RIER SRS RADE - ARFRRD
BERPHESAHDIKTARRR
R WEEEZIDRRESBEHR K
RRAREHEN —REHBET DB
FERTEVETR

EEFE
—MfEEE

RBERNTEDES - AKENMAE
BT 8~ BB 1R B B AR O A
(EHE3H E—(EFE HRENER) &
0% ERELXATEHE BEEXRSFRH
HEERRETEMERRZEMER
#150% ° AR RIS TR
AR ELERE  AERBEAIR
B HERENERE R - K
K@ A RE Rt B RSGEMEEME
7 o

PARS 7 A3 EEHE B0 SR BN 8 s —AR IR DA B
DREENFNETHRETAKE
EENBEENAAEE -
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16 CAPITAL, RESERVES AND DIVIDENDS

(continued)

(c)

Nature and purpose of reserves (continued)
(iv)  Exchange reserve

The exchange reserve comprises all foreign
exchange differences arising from the translation
of the financial information of operations with
functional currency other than Hong Kong dollars.

(v)  Fair value reserve

The fair value reserve comprises the cumulative net
change in the fair value of available-for-sale financial
asset held at the end of the reporting period and
is dealt with in accordance with the accounting
policies.

17 COMMITMENTS

(a)

(b)

Capital commitments outstanding not
provided for in the interim financial report:

REEL H 8|S M
(B SHEB - LUBT AL

(Expressed in Hong Kong dollars unless otherwise indicated)

16 & - #HEANRE @

(c) REBHNMENAR (&)
) ERf#E
[E 5 F BB IE a8 OB TTASN Th
EEETIE R ST K B 75 A R T E A
FTASNEZSE o
V) ALEERE
AR EBERBEEERRS R

i ESRAEN AL BEN RS
BFE R BRI -

17 &iE

(@) REITRARRFHR R E P AR &
BNEFRAFEWT :

At 30 June At 31 December

2017 2016

2017 & #2016

6 A30H 12 H31H

$’000 $'000

THERT FAT

Contracted for SHES 3,253 —

The total future minimum lease payments
under non-cancellable operating leases are
payable as follows:

(b) REFTHFESEHAENRRKER
ENRBRRUTIXA :

At 30 June At 31 December

2017 2016

02017 & 72016 4

6 A30H 12H31H

$’000 $'000

FET FA&T

Within 1 year 1FR 6,352 10,507

The Group is the lessee in respect of certain properties
and plant held under operating leases. The leases
typically run for an initial period of one to three years,
with an option to renew the lease when all terms are
renegotiated. None of the leases includes contingent
rentals.

AEERETRELEHERFOMER
FEETEA - —RiME - HENTZHRS
—E=F  AERERERAEEREREE
&Y - HEMEeFEIAES

IERZEREEERAF
T EREERE
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RARE A HA B A R B
(BRBEIEHIN - IBTRENL)
(Expressed in Hong Kong dollars unless otherwise indicated)

18 MATERIAL RELATED PARTY
TRANSACTIONS

During the six months ended 30 June 2017 and 2016,
transactions with the following parties are considered to be
related party transactions:

Name of related party

18 EXEBARS

MRBZE2017F K 201656 H30H IEAEA A -
ETFIETETHR IR BEB SRS

Relationship with the Group

B S B8 RN 55 B Y BA R

Mr Guo Yumin Director and the controlling shareholder of the Group
BEREE REEE FFREBRAR

Xuzhou Ruilong Real Estate Owned by Mr Guo Yumin, the director and

Development Co., Ltd. (Note)
AN InERERZEAR AR (MiE)

Note: The English translation of the names is for reference only. The
official names of these entities are in Chinese.

(a) Remuneration of key management
personnel

Remuneration for key management personnel of the
Group is as follows:

the controlling shareholder

HEFRERBERDBERELHES

MiaE « EXAREZFRRERSZE - ZFEBNELT S
TELARR SURZE -

(a) EEEBAETM

REET2EIEABHEZINT -

Six months
ended 30 June
EZ6 A30H1EA@EA

2017 2016

2017 & 2016 4

$’000 $'000

FET T

Short-term employee benefits HHEE R 4,223 3,119

Post-employment benefits BEER 1212 F 90 102
Equity-settled share-based payment expenses DAtz 4% & AR (7 A A

#IZ AT 1,125 1,236

5,438 4,457

Total remuneration is disclosed in “staff costs” (note 5(b)).

Sheen Tai Holdings Group Company Limited
Interim Report 2017
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18 MATERIAL RELATED PARTY
TRANSACTIONS (continued)

(b) Other related party transactions

(c)

Notes to the Unaudited Interim Financial Report

REEZP TR E M
(B SHEB - LUBT AL

(Expressed in Hong Kong dollars unless otherwise indicated)

18 EXEEAIRS @

(b) HAEHLIXS

Six months ended 30 June 2017

BE2017£6 30 BLLAMEA
Interest Rental ~ Proceedsfrom  Repaymentof  Repayment of Interest on
expenses expenses borrowing borrowing interest  convertible bond
NEBX BEHX BRAER BERED  EERRANE TERERNAS
$000 $000 $000 $000 $000 $000
TR TR TR TR TR TR

Xuzhou Ruilong Real Estate MR ERE

Development Co., Ltd. BRAR 194 - 19,358 8,165 - -
Mr Guo Yurin PEREE - - - 1,501 - -
194 - 19,358 9,666 - -

Six months ended 30 June 2016

HZ201656 A0 RILAER
Interest Rental Proceeds from Repayment of Repayment of Interest on
€xpenses expenses borrowing borrowing interest  convertible bond
MERR BEHR BRAER EEER  BREHNS WAREHNHS
$/000 $/000 $/000 $/000 $/000 $/000
TAR TAR TAx TAx A A

Xuzhou Rulong Real Estate MREREERE

Development Co., Ltd. ARAT 2,697 214 37,907 109,032 7491 -
Mr Guo Yurmin PERES - - - - - 1312
2,697 274 37,907 109,032 7,491 1,312

Balances with related parties

As at 30 June 2017 and 31 December 2016, the Group
had the following balances with related parties:

(c) EEREEEETS AER

®2017 46 A30H k201612 A31H »
RS A T SEEEREJT RORRER

At 30 June At 31 December
2017 2016
Mn2017 & #2016
6 30 H 12 H31H
$°000 $'000
FET FAT
Amount due to the controlling JERTERERR R R B IR
shareholder and director (Note) (P )
— Mr Guo Yumin — PEREE 64 1,565
Amount due to related companies  JE{SEAE A RFIE
— Xuzhou Ruilong Real Estate — RN BE B HE R B
Development Co., Ltd. BRAF] 24,217 12,830
24,281 14,395

Note: The balance with the controlling shareholder and director

is unsecured, interest- free and repayable on demand.

BfeE - EIEERRRESNEHRAEER . 28

K EERIEE o

IERZEREEERAF
T EREERE
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RARE A HA B A R B
(BRBEIEHIN - IBTRENL)
(Expressed in Hong Kong dollars unless otherwise indicated)

19 FAIR VALUE MEASUREMENT OF 19 £#RIAMAAREBETE
FINANCIAL INSTRUMENTS

(a) Financial assets and liabilities measured at (a) BRAREBEFENETREENERS
fair value
Fair value hierarchy RAIEEER
The following table presents the fair value of the Group’s TR 2R E BRI E HARIRE BT
financial instruments measured at the end of the reporting ENERIANABE ZZ2MIAER
period on a recurring basis, categorized into the three- AKERTBREED) E135% - [AnE
level fair value hierarchy as defined in HKFRS 13, Fair Bt 2] TAEHN=EAABEER - 1%
value measurement. The level into which a fair value E 2R A MG ES AR A ER AT E
measurement is classified is determined with reference RIEEMEEMN  EMEEAAEBETEH
to the observability and significance of the inputs used in EFMESBRER

the valuation technique as follows:

e Level 1 valuations: Fair value measured using only o FEEAME: REAE-—ERBA
Level 1 inputs i.e. unadjusted quoted prices in B (AR EENBENFT = H BT
active markets for identical assets or liabilities at EERTIS AR EHERE) RFTER
the measurement date RBE

e Level 2 valuations: Fair value measured using Level o FEAME: ERAE_ERBAE
2 inputs i.e. observable inputs which fail to meet (BPREE-—EROATERGAME) I
Level 1, and not using significant unobservable BESA I BEHAERGTEDR
inputs. Unobservable inputs are inputs for which fBfE - TRAIBRE ABELEXNRTS
market data are not available R AE

e Level 3 valuations: Fair value measured using o  F=REAME: KAERTAHER
significant unobservable inputs NERGTERAAEE

e Sheen Tai Holdings Group Company Limited

Interim Report 2017
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REEZP TR E M
(B SHEB - LUBT AL

(Expressed in Hong Kong dollars unless otherwise indicated)

19 FAIR VALUE MEASUREMENT OF 19 €@IEAMAREBETE ®

FINANCIAL INSTRUMENTS (continued)
Financial assets and liabilities measured at (a)
fair value (continued)

(a) [REEFENESHEENEE
#)

%

=

—~

Fair value hierarchy (continued) RARBEER (B)
Fair value at Falr value at
30 June 31 December
2017 Fair value measurements as at 2016 Fair value measurements as at
R2017& 30 June categorised into R2016E 31 December categorised into
6430 K R6ANAEE 12431 BA) R12A31 B8
MEE NTERAAER MR NTERDLBE
Level 1 Level 2 Level 3 Level 1 Level 2 Level 3
#-Ef £ZER T £-ER EZER £ZER
$000 $000 $000 $000 $000 $000 $:000 $000
T T T T T ThL T T
Recurring fair A
value MEBHE
measurements
Assets: BE:
Financial assets WAt BEHEREEY
atfarvale throughproft — sHAEHIERH
orloss SREE
— Listed —BEm 41,802 41,802 - - 55,839 55,839 - -
— Unlisted — AL 6,913 - 6,913 - 168,809 - 168,809 -
(Note 1) (Note 1)
LiER) (HrzE 1)
Liabilties: ff5:
Financialliabilties NAREBEGERERS
atfair value HAEHERN
through profi ERAR
orloss 26,040 - 26,040 - 202,176 - 202,176 -
(Note 2) (Note 2)
(2 (M2
During the six months ended 30 June 2017, there REZE2017F6 A30HIE/NER ' RES

were no transfers between Level 1, Level 2 and Level 3

BTAGERAEBENS B  F_ERR

(2016:nil). F=[BAEER (2016 4F « &) °

F_BRAREEEERNBERMMNE

Valuation techniques and inputs used in Level 2 fair value

measurements A&

Note 1: The fair value of financial assets at fair value through MizE1: AR EEFEEEZEHTAZEH
profit or loss is based on the market comparison BaemEEAABERNAMS
method. The valuation refers to the expected return LR AER - HERIBRITAM
rates announced by the banks. KITEAAEIFREK o

Note 2: The fair value of the convertible bonds are determined MizE2: AHRREFHAAEBEEAZER

using the Binomial Model and Monte Carlo Simulation RS RS RIERRETE -

Model.
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FAIR VALUE MEASUREMENT OF
FINANCIAL INSTRUMENTS (continued)

(b) Fair value of financial assets and liabilities
carried at other than fair value

The carrying amounts of the Group’s financial instruments
carried at cost or amortised cost are not materially
different from their fair values as at 31 December 2016
and 30 June 2017.

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

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

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

@ Sheen Tai Holdings Group Company Limited
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20 POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND
INTERPRETATIONS ISSUED BUT NOT
YET EFFECTIVE FOR THE SIX MONTHS
ENDED 30 JUNE 2017 (continued)

HKFRS 9, Financial instruments

HKFRS 9 will replace the current standard on accounting
for financial instruments, HKAS 39, Financial instruments:
Recognition and measurement. HKFRS 9 introduces new
requirements for classification and measurement of financial
assets, calculation of impairment of financial assets and
hedge accounting. On the other hand, HKFRS 9 incorporates
without substantive changes the requirements of HKAS 39 for
recognition and derecognition of financial instruments and the
classification of financial liabilities. The Group has decided not
to adopt HKFRS 9 until it becomes mandatory on 1 January
2018. Expected impacts of the new requirements on the
Group’s financial statements are as follows:

(@)

Classification and measurement

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

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

For equity securities, the classification is FVTPL
regardless of the entity’s business model. The
only exception is if the equity security is not held
for trading and the entity irrevocably elects to
designate that security as FVTOCI. If an equity
security is designated as FVTOCI then only
dividend income on that security will be recognised
in profit or loss. Gains, losses and impairments
on that security will be recognised in other
comprehensive income without recycling.
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20 POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND
INTERPRETATIONS ISSUED BUT NOT
YET EFFECTIVE FOR THE SIX MONTHS
ENDED 30 JUNE 2017 (continued)

HKFRS 9, Financial instruments (continued)

(@)

Classification and measurement (continued))

Based on the preliminary assessment, the Group expects
that its financial assets currently measured at amortised
cost and FVTPL will continue with their respective
classification and measurements upon the adoption of
HKFRS 9.

With respect to the Group’s financial assets currently
classified as “available-for-sale”, these are investments
in equity securities which the Group may classify as
either FVTPL or irrevocably elect to designate as FVTOCI
(without recycling) on transition to HKFRS 9. The Group
has not yet decided whether it will irrevocably designate
these investments as FVTOCI or classify them as
FVTPL. Either classification would give rise to a change
in accounting policy as the current accounting policy
for available-for-sale equity investments is to recognise
fair value changes in other comprehensive income until
disposal or impairment, when gains or losses are recycled
to profit or loss. This change in policy will have no impact
on the Group’s net assets and total comprehensive
income but will impact on reported performance amounts
such as profit and earnings per share.

The classification and measurement requirements for
financial liabilities under HKFRS 9 are largely unchanged
from HKAS 39, except that HKFRS 9 requires the fair
value change of a financial liability designated at FVTPL
that is attributable to changes of that financial liability’s
own credit risk to be recognised in other comprehensive
income (without reclassification to profit or loss). The
Group currently does not have any financial liabilities
designated at FVTPL and therefore this new requirement
may not have any impact on the Group on adoption of
HKFRS 9.
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20 POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND
INTERPRETATIONS ISSUED BUT NOT
YET EFFECTIVE FOR THE SIX MONTHS
ENDED 30 JUNE 2017 (continued)

HKFRS 9, Financial instruments (continued)

o)

Impairment

The new impairment model in HKFRS 9 replaces the
“incurred loss” model in HKAS 39 with an “expected
credit loss” model. Under the expected credit loss model,
it will no longer be necessary for a loss event to occur
before an impairment loss is recognised. Instead, an
entity is required to recognise and measure expected
credit losses as either 12-month expected credit losses
or lifetime expected credit losses, depending on the asset
and the facts and circumstances. This new impairment
model may result in an earlier recognition of credit losses
on the Group’s trade receivables and other financial
assets. However, a more detailed analysis is required to
determine the extent of the impact.

HKFRS 15, Revenue from contracts with
customers

HKFRS 15 establishes a comprehensive framework for
recognising revenue from contracts with customers. HKFRS
15 will replace the existing revenue standards, HKAS 18,
Revenue, which covers revenue arising from sale of goods and
rendering of services, and HKAS 11, Construction contracts,
which specifies the accounting for revenue from construction
contracts. The Group is currently assessing the impacts of
adopting HKFRS 15 on its financial statements. Based on the
preliminary assessment, the Group has identified the following
areas which are likely to be affected:
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20 POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND
INTERPRETATIONS ISSUED BUT NOT
YET EFFECTIVE FOR THE SIX MONTHS
ENDED 30 JUNE 2017 (continued)

HKFRS 15, Revenue from contracts with
customers (continued)

(@)

Timing of revenue recognition

Currently, revenue arising from construction contracts and
the provision of services is recognised over time, whereas
revenue from the sale of goods is generally recognised
when the risks and rewards of ownership have passed to
the customers.

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

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

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

(i)  When the entity’s performance does not create
an asset with an alternative use to the entity and
the entity has an enforceable right to payment for
performance completed to date.

If the contract terms and the entity’s activities do not fall
into any of these 3 situations, then under HKFRS 15 the
entity recognises revenue for the sale of that good at
a single point in time, being when control has passed.
Transfer of risks and rewards of ownership is only one of
the indicators that will be considered in determining when
the transfer of control occurs.
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20 POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND
INTERPRETATIONS ISSUED BUT NOT
YET EFFECTIVE FOR THE SIX MONTHS
ENDED 30 JUNE 2017 (continued)

HKFRS 15, Revenue from contracts with
customers (continued)

(@)

Timing of revenue recognition (continued)

As a result of this change from the risk-and-reward
approach to the contract-by-contract transfer-of-control
approach, it is possible that once the Group adopts
HKFRS 15 some of the Group’s contract manufacturing
and residential property development activities that are
currently recognised at a point in time may meet the
HKFRS 15 criteria for revenue recognition over time. This
will depend on the terms of the sales contract and the
enforceability of any specific performance clauses in that
contract, which may vary depending on the jurisdiction in
which the contract would be enforced. It is also possible
that for the remainder of the Group’s contracts the point
in time when revenue is recognised may be earlier or
later than under the current accounting policy. However,
further analysis is required to determine whether this
change in accounting policy may have a material impact
on the amounts reported in any given financial reporting
period.

Significant financing component

HKFRS 15 requires an entity to adjust the transaction
price for the time value of money when a contract
contains a significant financing component, regardless
of whether the payments from customers are received
significantly in advance or in arrears.

Currently, the Group would only apply such a policy when
payments are significantly deferred, which is currently not
common in the Group’s arrangements with its customers.
Currently, the Group does not apply such a policy when
payments are received in advance.

Advance payments are not common in the Group’s
arrangements with its customers, with the exception
of when residential properties are marketed by the
Group while the property is still under construction. In
this situation, the Group may offer buyers a discount
compared to the sales price payable, provided the buyer
agrees to pay the balance of the purchase price early.
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20 POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND
INTERPRETATIONS ISSUED BUT NOT
YET EFFECTIVE FOR THE SIX MONTHS
ENDED 30 JUNE 2017 (continued)

HKFRS 15, Revenue from contracts with
customers (continued)

()

Significant financing component (continued)

Currently, the revenue from property sales is recognised
when the property is complete, measured at the amount
received from the customer, irrespective of whether the
customer pays early or on completion. However, under
HKFRS 15 such advance payment schemes are likely to
be regarded as including a financing component.

The Group is in the process of assessing whether this
component in the Group’s advance payment schemes
would be significant to the contract and therefore
whether, once HKFRS 15 is adopted, the transaction
price would need to be adjusted for the purposes of
recognising revenue. Any adjustment to the transaction
price under HKFRS 15, if considered necessary, would
result in interest expense being recognised while the
construction work is still in progress to reflect the effect of
the financing benefit obtained from the customers, with a
corresponding increase to revenue on sale of properties
recognised when control of the completed property is
transferred to the customer.

Sales with a right of return

Currently when the customers are allowed to return the
products, the Group estimates the level of returns and
makes an adjustment against revenue and cost of sales.

The Group expects that the adoption of HKFRS 15 will
not materially affect how the Group recognises revenue
and cost of sales when the customers have a right of
return. However, the new requirement to recognise
separately a return asset for the products expected
to be returned will impact the presentation in the
consolidated statement of financial position as the Group
currently adjusts the carrying amounts of inventory for
the expected returns, instead of recognising a separate
asset.
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20 POSSIBLE IMPACT OF AMENDMENTS,

NEW STANDARDS AND
INTERPRETATIONS ISSUED BUT NOT
YET EFFECTIVE FOR THE SIX MONTHS
ENDED 30 JUNE 2017 (continued)

HKFRS 16, Leases

Currently the Group classifies leases into finance leases and
operating leases and accounts for the lease arrangements
differently, depending on the classification of the lease. The
Group enters into some leases as the lessor and others as the
lessee.

HKFRS 16 is not expected to impact significantly on the way
that lessors account for their rights and obligations under
a lease. However, once HKFRS 16 is adopted, lessees will
no longer distinguish between finance leases and operating
leases. Instead, subject to practical expedients, lessees will
account for all leases in a similar way to current finance lease
accounting, i.e. at the commencement date of the lease the
lessee will recognise and measure a lease liability at the present
value of the minimum future lease payments and will recognise
a corresponding “right-of-use” asset. After initial recognition of
this asset and liability, the lessee will recognise interest expense
accrued on the outstanding balance of the lease liability, and
the depreciation of the right-of-use asset, instead of the current
policy of recognising rental expenses incurred under operating
leases on a systematic basis over the lease term. As a practical
expedient, the lessee can elect not to apply this accounting
model to short-term leases (i.e. where the lease term is 12
months or less) and to leases of low-value assets, in which
case the rental expenses would continue to be recognised on a
systematic basis over the lease term.
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20 POSSIBLE IMPACT OF AMENDMENTS,
NEW STANDARDS AND
INTERPRETATIONS ISSUED BUT NOT
YET EFFECTIVE FOR THE SIX MONTHS
ENDED 30 JUNE 2017 (continued)

HKFRS 16, Leases (continued)

HKFRS 16 will primarily affect the Group’s accounting as a
lessee of leases for properties, plant and equipment which
are currently classified as operating leases. The application of
the new accounting model is expected to lead to an increase
in both assets and liabilities and to impact on the timing of
the expense recognition in the statement of profit or loss over
the period of the lease. At 30 June 2017 the Group’s future
minimum lease payments under non-cancellable operating
leases amount to HK$6,352,000 for properties, the majority
of which is payable within 1 year. Some of these amounts
may therefore need to be recognised as lease liabilities, with
corresponding right-of-use assets, once HKFRS 16 is adopted.
The Group will need to perform a more detailed analysis to
determine the amounts of new assets and liabilities arising from
operating lease commitments on adoption of HKFRS 16, after
taking into account the applicability of the practical expedient
and adjusting for any leases entered into or terminated
between now and the adoption of HKFRS 16 and the effects of
discounting.

HKFRS 16 is effective for annual periods beginning on or after
1 January 2019. The Group has decided not to early adopt
HKFRS 16 in its 2018 consolidated financial statements.
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