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CONDENSED CONSOLIDATED
INCOME STATEMENT

For the six months ended 30 June 2017

The board of directors (the “Board”) of REXLot Holdings Limited (the
“Company”) announces the unaudited consolidated interim results of
the Company and its subsidiaries (together, the “Group”) for the six
months ended 30 June 2017 together with the unaudited comparative
figures for the corresponding period in 2016 as follows:
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Six months ended 30 June
BEXA=1+HLAEA

2017 2016
—E—tF —ZE—RF
(Unaudited) (Unaudited)
(REER) (REEFZ)
Notes HK$’000 HK$'000
iig=2 FHET FAT
Revenue A 4 241,774 675,335
Cost of sales/services rendered HE RERE 2K (117,614) (335,493)
Other income H A A 7,355 5,560
Other (losses)/gains, net Hip (E518) W5 558 (11,645) 39,623
Selling and distribution expenses HERDIHER (23,962) (51,884)
Administrative expenses THEHR (147,220) (160,353)
Operating (loss)/profit e (B8R E7 (51,312) 172,788
Finance costs B 5 & A (41,913) (81,499)
Share of losses of joint ventures DEEEDEEE (4,106) (521)
Loss on disposal of subsidiaries LEMBARZER 19 (48,851) -
(Loss)/profit before taxation BRBLAT (EIR) RF 5 (146,182) 90,768
Taxation I8 6 2,919 (13,308)
(Loss)/profit for the period HE (B8, E5F (143,263) 77,460
Attributable to: UT™ALERN:
Equity shareholders of the Company RARERBR (140,645) 82,159
Non-controlling interests IR = (2,618) (4,699)
(143,263) 77,460
(Loss)/earnings per share for (loss)/profit AN RESREREMN
attributable to equity shareholders (BR]) w2
of the Company B (F8B) 2R 8
— Basic and diluted —EARREE (1.40) cents i 0.82 cent fll
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CONDENSED CONSOLIDATED STATEMENT OF

COMPREHENSIVE INCOME

For the six months ended 30 June 2017

FHEEZEKWE X

BE—F—+FNA=1HINEA

Six months ended 30 June
BZEAA=1+RHILAKMEA

2017 2016
—E—+tF —E—RF
(Unaudited) (Unaudited)
(REER) (REEEZ)
HK$'000 HK$'000
FET FET
(Loss)/profit for the period HE (B8R (143,263) 77,460
Other comprehensive income/(expenses) H# 2@z (BAX)
Items that may be reclassified subsequentto  HZA[REEFH DB =B 2 EA ¢
profit or loss:
Exchange difference arising from MERINEBRYEREREEZ
translation of financial statements of 5 =%
foreign operations 52,338 (48,325)
Release of exchange differences upon HEM B AR RFRRER =58
disposal of subsidiaries 41,109 -
Share of other comprehensive DEEELEZEMEER
income/(expenses) of joint ventures Wz (X)) 4,191 (3,478)
Total other comprehensive income/(expenses) Efh 2@ Uzs, (F) @58 97,638 (51,803)
Total comprehensive (expenses)/income HE2E (BX) WRLE
for the period (45,625) 25,657
Attributable to: LATR AL FEAL -
Equity shareholders of the Company AR ERE SRR (45,391) 33,308
Non-controlling interests IEIERR R (234) (7,651)
(45,625) 25,657
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CONDENSED CONSOLIDATED STATEMENT OF

i B8 4R & B 3R R R

FINANCIAL POSITION
At 30 June 2017 R-ZF—+FNA=4+H
At At
30 June 31 December
2017 2016
R-ZZE—t& R-ZE—XEF
NA=+H +=ZA=+—H
(Unaudited) (Audited)
(REER) (' Z)
Notes HK$'000 HK$'000
B 5 FET FAT
ASSETS EE
Non-current assets RBEE
Property, plant and equipment e S 43,611 46,633
Prepaid lease payments on land use rights T fE A2 FENAELOM K 723 723
Goodwill SRS 301,283 301,283
Intangible assets mEEE 158 331
Interests in joint ventures REBELHEZER 169,351 169,266
Available-for-sale financial assets At ESmEE 297,638 288,806
Deferred tax assets BEEREEE 80 77
Total non-current assets EREBEERE 812,844 807,119
Current assets RBEE
Inventories FE 21,813 7,956
Trade receivables U & 5 BR K 9 461,858 490,836
Utility and other deposits NREENHMES 1,499,981 1,533,259
Prepayments and other receivables TE & R TE I B At JE Gk IE 1,852,319 1,839,938
Amount due from related parties JFE L B8 B 5 RIE 17 350,000 -
Financial assets at fair value through BRBEEANENEZ
profit or loss TREE 76 132
Cash and bank balances He MIRTTHE 10 1,726,067 2,136,962
5,912,114 6,009,083
Assets of the disposal group classified PEABELEZ
as held for sale HEHRZ & E 18 - 2,295,597
Total current assets mEEERLE 5,912,114 8,304,680
Total assets EEHE 6,724,958 9,111,799
EQUITY =
Capital and reserves attributable to AATEZRE
equity shareholders of the Company BEERAREE
Share capital % Z< 14 100,285 100,285
Reserves & 5,310,658 5,356,049
5,410,943 5,456,334
Non-controlling interests JEPERR R 50,850 54,843
Total equity ERBE 5,461,793 5,511,177
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CONDENSED CONSOLIDATED STATEMENT OF

FINANCIAL POSITION (continued)

i B8 4R & B 3R R R

(%)

At 30 June 2017 R-ZF—+FNA=4+H
At At
30 June 31 December
2017 2016
R-ZZT—t& NZB—XE
~NB=+H +-A=t+—H
(Unaudited) (Audited)
(REERK) (KegEz)
Notes HK$’000 HK$'000
B 5 FET FATT
LIABILITIES =K
Non-current liabilities ERBEE
Amount due to a joint venture JEN—FA S E¥ERE 46,195 46,195
Deferred tax liabilities EXEFIBEE 44,743 163,245
Convertible bonds AR E 5 11 - 201,740
Total non-current liabilities B EERRE 90,938 411,180
Current liahilities REEE
Trade payables JENTE S ERK 12 24,349 1,801
Other payables and accruals E b FE S 5RIB K FEET RUE 77,782 77,271
Bank borrowings RITEE 13 5,724 4,901
Current portion of convertible bonds AR ES 2 R 5 11 652,308 1,431,040
Obligations under finance leases MEHEGR - 8,268
Amount due to related parties JE A< BBt 5 R IE 17 410,662 1,259,967
Current tax liabilities EHMIBAG 1,402 2,211
1,172,227 2,785,459
Liabilities directly associated with HOEARBELE 2
the assets of the disposal group classified HEHBRZEE
as held for sale BEMEB8E 18 - 403,983
Total current liabilities MENBEREE 1,172,227 3,189,442
Total liabilities EEHAE 1,263,165 3,600,622
Total equity and liabilities EanhEaEHEEE 6,724,958 9,111,799
Net current assets REBEEFRE 4,739,887 5,115,238
Total assets less current liabilities WEERRBERE 5,552,731 5,922,357
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CONDENSED CONSOLIDATED STATEMENT OF BHRGREERSD X
CHANGES IN EQUITY

For the six months ended 30 June 2017 BE—F—+tFNA=FHINEA

Attributable to equity shareholders of the Company

KAARERRENE
Capital Convertible  Share-based Exchange Non-
Share Share redemption bonds payment translation Retained controlling Total
capital premium reserve reserve reserve reserve profits Total interests equity
-2 TR HRGXA
R& RBEE HEfE BERE  REZRE EXfR REEA A FBREZ | $:3 L

HK$'000 HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000 HK$'000
TiERL TEL TARL TR TR TR TiEn TR TR TR

At 31 December 2015 WZE-a%+-A=1-H 99,835 4,012,930 3,025 394,287 6,329 3,015 1,451,736 5,971,157 114,246 6,085,403
Profit/(loss) for the period HEEH/ (BB) - - - - - - 82,159 82,159 (4,699) 77,460
Other comprehensive expenses HEEMZ2ERAR

for the period - - - - - (48,851) - (48,851) (2,952) (51,803)
Total comprehensive income/ BE-3-1%

(expenses) for the period AAZTALEE

ended 30 June 2016 2ERE/ (AR 88 - - - - - (48,851) 82,159 33,308 (7,651) 25,657
Lapse of share options BREXN - - - - (6,329) - 6,329 - - -
Redemption of convertible bonds BETREER - - - (26,774) - - 11,107 (15,667) - (15,667)
At 30 June 2016 RZE-AF~A=1H 99,835 4,012,930 3,025 367,513 - (45,836) 1,551,331 5,988,798 106,595 6,095,393
At 31 December 2016 WZE-"F+=A=t-8 100,285 4,018,663 3,025 305,257 9,063 (133,491) 1,153,542 5,456,334 54,843 5511177
Loss for the period HRER - - - - - - (140,645) (140,645) (2,618) (143,263)
Other comprehensive income BEEM2ENE

for the period - - - - - 54,145 - 54,145 2,384 56,529
Release of exchange differences HENBARKBRERZE

upon disposal of subsidiaries - - - - - 41,109 - 41,109 - 41,109

Total comprehensive income/
(expenses) for the period

ended 30 June 2017 - - - - - 95,254 (140,645) (45,391) (234) (45,625)
Disposal of subsidiaries (Note 19) HEMBAR (F5H19) - - - - - - - - (3,759) (3,759)
Redemption of convertible bonds EETRkER - - - (184,808) - - 184,808 - - -
At 30 June 2017 R=E-+tFrA=1H 100,285 4,018,663 3,025* 120,449* 9,053 (38230 1,197,705 5,410,943 50,850 5,461,793

*  These reserve accounts comprise the consolidated reserves of * BRERERCOESFEHBFERIXAZEEFEL
approximately HK$5,310,658,000 in the consolidated statement of 5,310,658,000/£ 7T
financial position.
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CONDENSED CONSOLIDATED
STATEMENT OF CASH FLOWS

For the six months ended 30 June 2017

HHSEEHRETRER

BE—F—+FNA=1HINEA

Six months ended 30 June
BZAA=1+RHILAEA

2017 2016
—E—tF —E-REF
(Unaudited) (Unaudited)
(REER) (REEFEZ)
HK$’000 HK$'000
FET FET
Net cash (used in)/generated from RS (TR /EReFE
operating activities (199,488) 30,397
Net cash used in investing activities KEEESFMARESFE (159,785) (18,066)
Net cash used in financing activities RMEEEFARESFEE (665,681) (135,709)
Decrease in cash and cash equivalents BekReEEMHD (1,024,954) (123,378)
Exchange gain/(loss) on cash and RekReEFEY
cash equivalents fE & Wz, (E18) 39,490 (12,358)
Cash and cash equivalents at 1 January R—A—HZBEEKREEEY 2,237,048 751,032
Cash and cash equivalents at 30 June RAA=Z+RAZEESRASEED 1,251,584 615,296
Analysis of the balances of cash and RekReEBWELRIN
cash equivalents
Cash at banks — general accounts RITHEE——REFP 1,250,371 538,127
Cash and bank balances included AFADBEARBELEZ
in a disposal group classified HEEBZRE MRITES
as held for sale (Note 18) (FtsE18) - 76,251
Cash in hand FHEES 1,213 918
Cash and cash equivalents HeRReEEY 1,251,584 615,296
Fixed bank deposits TE BRI E R 474,483 -
Cash and bank balances (Note 10) e RiIRTTE 8 (MIEE10) 1,726,067 615,296
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BE—F—+FNA=FHINEA

NOTES TO THE UNAUDITED CONDENSED
INTERIM FINANCIAL STATEMENTS

For the six months ended 30 June 2017

BASIS OF PREPARATION

General

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

PRINCIPAL ACCOUNTING POLICIES

The accounting policies used in the condensed consolidated
financial statements are consistent with those followed in the
preparation of the Group’s annual financial statements for the
year ended 31 December 2016 except for the adoption of new
and revised standard and interpretation with effect from 1
January 2017.

In the current interim period, the Group has applied, for the first

time, the following new and revised standards, amendments and

interpretations issued by the HKICPA, which are effective for the

Group'’s financial year beginning on 1 January 2017.

Amendments to HKFRSs Annual improvements to HKFRSs
2014-2016 cycle

Amendments to HKAS 7 Statement of cash flows:
Disclosure initiative

Recognition of deferred tax
assets for unrealised losses

Amendments to HKFRS 10,  Investment entities: Applying the

HKFRS 12 and HKAS 28 consolidation exception

Amendments to HKAS 12

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

mREXE

—REH
AARECEARSTHRBRERVIERE
BHARSMAERRBRZES LETMRR(TLEH
BRAD KIS+ N2 ERRBEREREE G
B A G RIn 2 BB G ERIFE345% [ HA 75
WEI R

FEEIFBR
BRGAVBRERMB G BERERAA
SEEBEE_FT-AF+_A=+—HLFE
ZEEPBHRREIKEE B0 ERAR =
Tt F A - BRERZHTREERTE
AIA R R BB O o

RAREHE AEEEXERANATHRES
B AGRM YR AKER -T—EF—A
— BB RFEREERZ A RGBT
EURSCEIDSEES =

BB BRE BB BMEEN
B ZEET TR
(ZE—mFE=%
—NFEH)
el Rengx BENE
IR ZIER
BB G £ RAERBERERRL

F125 2 BT MIEEE
BEMBRE REER: ERAEA
ERIFE105 AR Z BISME R
EREMBRE
RERAIE12% &
BB G ER
F28WZERT

RMFAIRBEIT BB BERELEN G AE

AR REE MR EERMBRRZ
WEMZINTAALBERTE -
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NOTES TO THE UNAUDITED CONDENSED
INTERIM FINANCIAL STATEMENTS (continuea)

For the six months ended 30 June 2017

2. PRINCIPAL ACCOUNTING POLICIES (continued)

The Group has not early applied the following new or revised
standards and amendments that have been issued but are not

yet effective.

Amendments to HKFRS 2!

Amendments to HKFRS 4/

Amendments to HKFRS 10
and HKAS 28°
Amendments to HKFRS 15/

Amendments to HKAS 28!

Amendments to HKAS 40!
HKFRS 9!

HKFRS 15!

HKFRS 162

HK(IFRIC) - Int 22!

HK(FRIC) — Int 237

Classification and measurement
of share-based payment
transactions

Applying HKFRS 9 financial
instruments with HKFRS 4
insurance contracts

Sales or contribution of assets
between an investor and its
associate or joint venture

Clarification to HKFRS 15
Investments in associate and
joint ventures as part of annual

improvements to HKFRSs
2014-2016 cycle

Transfers of investment property

Financial instruments

Revenue from contracts with
customers

Leases

Foreign currency transactions
and advance consideration

Uncertainty over income tax
treatments

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

2 Effective for annual periods beginning on or after 1 January 2019

3 To be determined

8

The Group has not early adopted the new HKFRSs that have
been issued but not yet effective. The directors of the Company
(the “Directors”) are currently assessing the impact of these
new HKFRSs but are not yet in a position to state whether they
would have material financial impact on the Group’s result of
operations and financial position.
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NOTES TO THE UNAUDITED CONDENSED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2017

ALK
R W R M A (&)

BE—F—+FNA=1FHINEA

3. SEGMENT INFORMATION 3. oHEHR
The Group manages its businesses by segment which is REBUERKG (ERMRK) DD IBAE
organised by business lines (products and services). In a B REFIREGE RO LRIIRFT(EA
manner consistent with the way in which information is reported NEBEELEBRFEANLZHER I —
internally to the Group’s chief operating decision maker for the W AFE R EEBIEARE DS
purposes of resources allocation and performance assessment,
the Group has presented lottery business as the reportable
segment.
Segment results DEEE
Lottery business
Six months ended 30 June
BEAA=1+HLEAXEA
2017 2016
—E—t& N
(Unaudited) (Unaudited)
(REEX) (RE&EZ)
HK$’000 HK$'000
THER FHET
Revenue WA 241,774 675,335
Segment results D EBELE 28,400 199,736
Loss on disposal of subsidiaries HLEMBARZER
(Note 19) (FF3E19) (48,851) -
Net unallocated expenses FofEMAT R (125,731) (108,968)
(Loss)/profit before taxation BEAT (E5B) % T (146,182) 90,768
Taxation IA 2,919 (13,308)
(Loss)/profit for the period M (BB 5 (143,263) 77,460
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NOTES TO THE UNAUDITED CONDENSED AEEZEHA

INTERIM FINANCIAL STATEMENTS (continued) FROHA B RS SRR MY RE ()
For the six months ended 30 June 2017 BE-—FT—+FNA=F+HINEA
3. SEGMENT INFORMATION (continued) 3. o#ER 2
Segment assets and liabilities PTHREERERE
Lottery business
KEEK
At At
30 June 31 December
2017 2016

R=B—tE  RoTAF
AA=+E T-A=1-A

(Unaudited) (Audited)
(REEX) (&%)
HK$’000 HK$'000
FHET FAIT
Assets BE
Segment assets DEEE 6,530,293 6,584,993
Assets of the disposal group DEABIEHEZ
classified as held for sale HEMARIZEE
(Note 18) (MiFEL18) - 2,295,597
Unallocated assets ADIEEE 194,665 231,209
Total assets BEERE 6,724,958 9,111,799
Liabilities =K
Segment liabilities DEBEE 184,875 277,757
Liabilities directly associated with HOEARELE
the assets of the disposal group HEHERIZEEER
classified as held for sale (Note 18) Bz aE (HF18) - 403,983
Unallocated liabilities AofEaE 1,078,290 2,918,882
Total liabilities BEERE 1,263,165 3,600,622
4. REVENUE 4. WA
Revenue represents the aggregate of income from provision of WAREYEZEERLEBEARGSKARES
lottery products and related services and commission income. W A Z 48 FN o
Six months ended 30 June
BEXNA=+BHLEXREA
2017 2016
—E-+F ZE-RF
(Unaudited) (Unaudited)
(REEXK) (REEEZ)
HK$’000 HK$'000
F#ET FAT
Revenue N
Income from provision of lottery products MR EE R &K AB RS WA
and related services 241,774 675,335
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NOTES TO THE UNAUDITED CONDENSED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2017

5.

(LOSS)/PROFIT BEFORE TAXATION
The Group’s (loss)/profit before taxation is stated after charging

ALK
R W R M A (&)

BE—F—+FNA=1FHINEA

5. BRBLAT (K518) R
AEBBBAT (B518), HFR I E NS

the following: AT&IE -
Six months ended 30 June
BEXA=THLXEA
2017 2016
—E—+tF —E-RF
(Unaudited) (Unaudited)
(REEX) (REEEZ)
HK$'000 HK$'000
FET AT
Depreciation and amortisation on: INTIER 2T E R#H:
— Property, plant and equipment —ME - BB REE 6,261 22344
— Prepaid lease payments —tiFEREL
on land use rights FEREDH R 79 461
— Intangible assets —\BEEE 1,515 7,744
Operating lease rentals in respect of M2 WMAEMENREZ
machinery, office premises and warehouses KEFHERS 11,281 18,162
TAXATION 6. MIE

No provision for Hong Kong profits tax is made as the Group
has no estimated assessable profits for the six months ended 30
June 2017 (2016: Nil). Taxation on overseas profits has been
calculated on the estimated assessable profits for the period
at the rate of taxation prevailing in the countries in which the
Group operates.

HRAEERBE T —t+tFRA=THIL
7B R A ) (AT AR Bl A - B0 AR
BFREMNEHEE (ZF—RF 8) BIFE
IR RREI AT ER TR M A RN R B R & %
BEBRR ZBRITREE -

Six months ended 30 June
HEXNA=+THLEXREA

2017 2016
=
(Unaudited) (Unaudited)
(REBER) (REEE=Z)
HK$’000 HK$'000
FET FET
Current tax & HR I

— (Over-provision) PRC income tax —FR R ATIS R (FRREEE) (3,397) 12,366
Deferred tax IEE T IE 478 942
Taxation (credit)/charge FRIE (ER), X (2,919) 13,308

DIVIDEND 7. BE

The Board does not recommend the payment of dividend in
respect of the six months ended 30 June 2017 (2016: Nil).

EEEMEARNBE_T—+tFXA=1
HERBEAZEE (ZT—RFHE)-
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NOTES TO THE UNAUDITED CONDENSED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2017

ALK
AR R M A ()

BE—F—+FNA=1HINER

8. (LOSS)/EARNINGS PER SHARE 8. BR(&E#E) BF

The calculation of basic and diluted loss per share for the six HE-_Z—t+tFNA=1tHIL~NEAZHK

months ended 30 June 2017 are based on the loss attributable EARAREEBERIIEARA R ERREEGE

to equity shareholders of the Company of approximately 1B #49140,645,0008 T (— T — R F: EHmK

HK$140,645,000 (profit attributable to equity shareholders for IR JE (% A #4982,159,00058 7T ) 51 & -

2016: approximately HK$82,159,000).

(a) The basic (loss)/earnings per share is based on (a) BREAXN(EBR) BNIHRBEE-Z
the weighted average number of approximately —tERNAZFTHIEARNEAZERTE
10,028,495,338 (2016: approximately 9,983,495,338) BN 7 N 15 £14910,028,495,3380%
ordinary shares in issue during the six months ended 30 (ZZ — /N 1 499,983,495,338% ) 5+
June 2017. Ho

(b) The calculation of diluted (loss)/earnings per share is (b) SREEE (B18) B YRAARER
based on the Group’s (loss)/profit attributable to equity BREELAER (BE) SwMEE -1
shareholders of the Company and adjusted to reflect the EH AR U R AR E S 2 F B o 5
interest on the convertible bonds. The weighted average Az @R NETF g A8 AR
number of ordinary shares used in the calculation is the BITEEREE (BitEEHRER (5
number of ordinary shares in issue during the period, as 1B) /BRAFEAERR) RMERERE
used in the basic (loss)/earnings per share calculation, EEEE LR AETESRER AR
and the weighted average number of ordinary shares NEL B EERT BRIk
assumed to have been issued at no consideration on the FI g
deemed exercise or conversion of all potentially dilutive
ordinary shares into ordinary shares of the Company.

Diluted (loss)/earnings per share for the six months period HREZ T+ A=Z1+THE-Z
ended 30 June 2017 and 30 June 2016 are same as the —ANFEANA=ZTHIENEABEEART
basic (loss)/earnings per share as both the share options RN W RER Y A RRESY
and the convertible bonds outstanding during the periods GIRER(EBR) BNEER#ESY
had an anti-dilutive effect on the basic (loss)/earnings per Z WAz SRS (BR) B8R
share. BREAX (BE) /BFER-
9. TRADE RECEIVABLES 9. EWEZERX

At At

30 June 31 December

2017 2016

R-E—tF RZZE—RF

ANA=+H +=ZA=+—H

(Unaudited) (Audited)

(REER) (KegEz)

HK$’000 HK$'000

FET FET

Trade receivables — Lottery business BWE SRR -—FEER 461,858 490,836

The Group generally grants credit periods of 90 to 270 days to REB—BETFTEFIEFIOKRE2IORZZE

its trade customers. HA o
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NOTES TO THE UNAUDITED CONDENSED

INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2017

9. TRADE RECEIVABLES (continued)

The ageing analysis of trade receivables — Lottery business

based on invoice date is as follows:

ALK
R R R M A (&)

BE—F—+FNA=FHINEA

9. BUWEZRM#)

EUREBEZER-FEXHERBEREAHZER

o

At

At

30 June 31 December

2017 2016
R=ZZF—tF WKIT—RF
ANA=+H +=ZA=+—H

(Unaudited) (Audited)

(REEXR) (Kegz)

HK$'000 HK$'000

FET FET

Three months or less ZEAHKUT 101,686 224,922

One year or less but over three months —F AT E=Z@EANUE 302,531 189,745

Over one year —F 57,641 76,169

461,858 490,836

10. CASH AND BANK BALANCES 10. RERBITERR

At At

30 June 31 December

2017 2016

R-ZZE—tF RKRZIZT—R"F

ARA=+tH +ZA=+—H

(Unaudited) (Audited)

(REER) (&EZ)

HK$’000 HK$'000

FET FAT

Fixed bank deposits EHRITER 474,483 -
Cash at banks RITIRE

— general accounts ——RERP 1,250,371 2,136,292

Cash in hand FHEAE 1,213 670

1,251,584 2,136,962

1,726,067 2,136,962

Fixed bank deposits represented fixed bank deposits with
maturity at acquisition over 3 months and within 1 year.

EHRTEFFERRBR=ZEANER—F

WEIH 2 E BRITIF A

PHEE 2017 WAHRPEERERAF
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NOTES TO THE UNAUDITED CONDENSED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2017

10. CASH AND BANK BALANCES (continued)
Cash and bank balances include the following amounts
denominated in currencies other than the Company’s functional
currency, HK dollars:

ALK
AR R MR (&)

BE—F—+FNA=1FHINEA

10. RERMWITEER (#)
ERERBITEBT  BETIUSRANEE
B E T IA SN B W BB 2 B

At At

30 June 31 December

2017 2016

R-ZE—tF R-ZZ—RF

ANA=+H +ZA=+—H

(Unaudited) (Audited)

(REEZR) (gesz)

'000 ‘000

F Tt

US dollars ETT 29,535 29,926
Renminbi AR 755,731 1,001,342

11. CONVERTIBLE BONDS
The movement of the liability component of the convertible
bonds for the period is set out below:

1. TR ES
MRRESEESD 2 BREPRIIMT

Convertible Convertible
bonds honds
due 2019 due 2016
(“2019 Bonds”) (“2016 Bonds™) Total
—E-AEF —E—-XEF
Bz Bz
R E S R E S
(MT=Z2—-—"& ([ZB—REF
&%) &%) &5t
HK$'000 HK$'000 HK$'000
FAT FET FET
Carrying amounts R-ZT—RF
at 31 December 2016 +-A=+—HzZEAEE 1,377,049 255,731 1,632,780
Redemption during HAE [
the period (834,906) (154,823) (989,729)
Interest expense A B 33,711 5,806 39,517
Interest payable FEAST A B (24,454) (5,806) (30,260)
Carrying amounts RZE—+F
at 30 June 2017 NA=ZTHZEEEAE 551,400 100,908 652,308

The 2016 Bonds and the 2019 Bonds are together referred to
as the “Bonds”. On 29 March 2017, the Company redeemed
the Bonds with principal amount of HK$1,000,850,863.56
at HK$1,000,850,863.56 and a loss of approximately
HK$11,122,000 from the redemption was recognised in profit
or loss. Immediately after the redemption and at the end
of the reporting period, the Bonds with principal amount of
HK$652,309,129.36 remain outstanding.

Further details of the Bonds are disclosed in the sub-section
headed “Convertible Bonds” under the section headed
“Management Discussion and Analysis” in this report.
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NOTES TO THE UNAUDITED CONDENSED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2017

12. TRADE PAYABLES

ALK
R R M A ()

BE—F—+FNA=1FHINEA

12. ENE 5 R

At At
30 June 31 December
2017 2016

R-B—tf® R-T-A%
AA=tR +-A=t-8

(Unaudited) (Audited)

(REER) (EEZ)

HK$’000 HK$'000

FET FHEIT

Other client payables EREMEPER 314 314
Trade payables — Lottery business ERESER-FEER 24,035 1,487
24,349 1,801

Other client payables are repayable on demand and bear

interest at prevailing market rates.

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

Trade payables — Lottery business are expected to be settled

within one year or are repayable on demand.

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

business based on invoice date is as follows:

B E s PR AREREE LRATH
LRSI

HREERREREBUHE  REOTEET
R Bk 30 8 35 5R FE A B A B P BR R 2 Rk
#r o

ENEZER-FEEBERR —FARHN
N BIREKIEIE -

AEBENEIER-—FEEBENEREH

B2 BRI DT T
At At
30 June 31 December
2017 2016

R-B—t&® R-T-A%F
AAZtR +-A=t—8

(Unaudited) (Audited)

(REER) (=)

HK$'000 HK$'000

FExT AT

Three months or less =RAKUT 8,579 -
Over three months 15,456 1,487
24,035 1,487
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NOTES TO THE UNAUDITED CONDENSED AEEZBEHA

INTERIM FINANCIAL STATEMENTS (continued) FROHA B RS SRR MY RE ()
For the six months ended 30 June 2017 BE—FT—+FNA=F+HINEA
13. BANK BORROWINGS 13. RITRE
At At
30 June 31 December
2017 2016

R-B—t& R-T-A%F
AA=tA +-A=t-8

(Unaudited) (Audited)
(REER) (8z)
HK$'000 HK$'000
FET FAT
Bank loans BRITER
- secured and due within one year —EBEBER—F AR 5,724 4,901
Bank loans are repayable within one year or when the facility RITERBN —FANEEREREEE - ZE
is withdrawn. These borrowings are used to finance the lottery EERERAEEYEEK  TEES -
business of the Group.
The bank loans of approximately HK$5,724,000 (31 December #15,724,0008 T (ZE—R"F+-_A=+—
2016: approximately HK$4,901,000) are secured by the trade H : 494,901,000 7T ) ZRITE R A — BB
receivables of a subsidiary of approximately HK$11,075,000 N AE#11,075,0008 C (ZE—XF+A
(31 December 2016: approximately HK$15,052,000) and =+—H:4915,052,000 7T ) Z [EIRE 5 R
guaranteed by a subsidiary of the Group. PHEEE WhEAEBR —HHBRARIIER-
The effective interest rates on the Group’s borrowings are equal NEBEEZERFERBEEREHFNE-

to contractual interest rates.

14. SHARE CAPITAL 14, R
Authorised: EE
Ordinary shares of
HK$0.01 each
BREEINIBTZETER
Number of
shares Amount
R#7EE ka2
‘000 HK$'000
F % FAT
At 31 December 2016 and RZE—RF+ZA=T—HBK
at 30 June 2017 RZE—tF<A=+AH 20,000,000 200,000
Issued and fully paid: ERTRHR:
Ordinary shares of
HK$0.01 each
BREENIBTZETER
Number of
shares Amount
BHOEE a2}
‘000 HK$'000
T 1% FAT
At 31 December 2016 and RZE—RF+ZA=+—8BxK
at 30 June 2017 R-ZZE—tF<A=+A 10,028,496 100,285
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NOTES TO THE UNAUDITED CONDENSED AEEZBHA

INTERIM FINANCIAL STATEMENTS (continuea) A OHA B A R R MY R (&)
For the six months ended 30 June 2017 BE—F—+tFNA=F+HIANEA
15. COMMITMENTS 15. 7A&iE
(a) Capital commitments outstanding at 30 June 2017 not (a) R-E—+FNB=1tHIARELGESE
provided for in the consolidated financial statements are TEMREE 2 R EAREENT :
as follows:
At At

30 June 31 December
2017 2016
R=ZZE—tF KIT—RF

XA=+HA +ZA=+—H
(Unaudited) (Audited)
(RBEX) (')
HK$'000 HK$'000
FET FAT
Contracted for BET4
— increase in registered capital ——ERB ARz
of a subsidiary 5 & A1 0 84,000 84,000
(b) As at 30 June 2017, the Group's future aggregate h) MN-ZZE—t+FENA=+H "NEBRRE
minimum lease payments under non-cancellable operating AR E TR EE 2 R R FEFEL
leases are payable as follows: BT
As at 30 June 2017
R-ZE—tFXA=1+AH
Land and Factory
buildings equipment Total
T REF WERE &5t
(Unaudited) (Unaudited) (Unaudited)
(REBER) (REEXR) (REHER)
HK$'000 HK$'000 HK$'000
FET FET FET
Within one year —FRN 11,309 8,621 19,930
In the second BE_EFRF
to fifth year inclusive (BEERMSE) 16,615 34,483 51,098
More than five years HHFELE - 38,654 38,654
27,924 81,758 109,682
RHEE 2017 @xTwaRaRan 17



NOTES TO THE UNAUDITED CONDENSED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2017

15. COMMITMENTS (continued)
(b) (continued)

&
h
#

L E LY

—tEFNH=FHiENEA

TS A
o

5. A& (#)

() (&)

As at 31 December 2016
RZE—R"F+A=1+—H

Land and Factory
buildings equipment Total
T REF = & a&r
(Audited) (Audited) (Audited)
(&%) (=) (&%)
HK$'000 HK$'000 HK$'000
A& FAET FAT
Within one year —FR 10,879 8,378 19,257
In the second F_EERF
to fifth year inclusive (BIEEEMT) 1,723 33,405 35,128
More than five years HFU - 41,319 41,319
12,602 83,102 95,704

The Group leases various office and factory premises,
office equipment and warehouses under operating leases.
The leases run for an initial period of 1 to 9 years (2016:
1 to 10 years). The leases do not include any contingent
rentals.

16. CONTINGENT LIABILITIES
Financial guarantees issued
As at 30 June 2017 and 31 December 2016, one of subsidiaries
of the Group has issued a corporate guarantee to a bank for the
bank loans granted to another subsidiary of the Group.

As at 31 December 2016, certain subsidiaries of the Group
had issued corporate guarantees in respect of the finance lease
obligation under a sales and leaseback arrangement granted to
a subsidiary of the Group. These corporate guarantees expired
when the lease was terminated during the period ended 30 June
2017.

As at 30 June 2017 and 31 December 2016, the Directors did

not consider it probable that a claim will be made against these
subsidiaries under any of the guarantees.
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NOTES TO THE UNAUDITED CONDENSED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2017

ALK

R R R M A (&)

BE—F—+FNA=FHINEA

17. TRANSACTIONS AND BALANCES WITH RELATED PARTIES 17,

Details of the Group’s significant transactions and balances with
the following related parties during the period are as follows:

B S X B KRR

AEBRBMAGHEATEBRDETERRS

N#Es FRET

At At
30 June 31 December
2017 2016
R-B—tF RZZE—RF
ANA=+H +=ZA=+—H
(Unaudited) (Audited)
(REEX) (&%)
HK$'000 HK$'000
FHET FHT
Shareholder: BER:
Balance due from the Group (Note) R A S B A 8 (P ) 410,662 280,000
Convertible bonds A 2 {% (& 25 87,064 220,647
Companies connected with Director: HESEREZ2LA:
Balance due from the Group R WA = B 4 4 - 357,867
Deposits received on sales of HEHEEEZ
the disposal group B¢ - 622,100
Withheld tax amount on sales of PELEEREZ
the disposal group B 350,000 -
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NOTES TO THE UNAUDITED CONDENSED AEEZBEHA
INTERIM FINANCIAL STATEMENTS (continued) FHIBT I SRR (&)

For the six months ended 30 June 2017 BE—F—+tFNNA=F+HINEA

17. TRANSACTIONS AND BALANCES WITH RELATED PARTIES 17. BB AR E RE (&)

(continued)
Six months ended 30 June
BEANA=1+RHLA~EA
2017 2016
—E—+F —E—RF
(Unaudited) (Unaudited)
(REER) (REEFEZ)
HK$’000 HK$'000
FET FAT
Transactions with Director/Shareholder: HEE RREXS:
Convertible bonds interest paid BB ESF B 3,861 6,393
Interest on amount due to a shareholder B —RIRERIEFE 1,532 418
Redemption of convertible bonds B iR ES 133,583 19,353
Consent fee paid for delaying redemption of TLIEEFE Bl AR R (EH
convertible bonds YRZEAEE 131 2,367
Compensation of directors of HAREBE cESHE
the Group during the period are as follows: wm
Fees, salary and other short-term we Fek
employee benefits HEmEHEERF 4,572 3,881
Pension scheme contributions RIKE R &R 9 9
4,581 3,890
Note: e
The balance due to a shareholder is unsecured and repayable with EN—2REERABEBRAEAN—FRNER - R
one year. As at 30 June 2017, except for the balance of approximately —E—+FNA=1H" %%133,583,000/ T2 &
HK$133,583,000 bearing interest at 4.5% per annum, the remaining IR F R KRASE BN 62 49277,079,000% 7T
balance of approximately HK$277,079,000 is interest free. ZEBABRE -
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NOTES TO THE UNAUDITED CONDENSED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2017

18.

ASSETS/LIABILITIES OF THE DISPOSAL GROUP
CLASSIFIED AS HELD FOR SALE

On 4 January 2016, a wholly-owned subsidiary of the Company
entered into a sale and purchase agreement (as supplemented
and amended on 23 February 2016 and 2 August 2016)
(the “Sale and Purchase Agreement”) with a related party,
Sunjet Investments Limited, in which a Director (who is also a
substantial shareholder of the Company) has beneficial interest,
for the disposal of entire interests in Multi Glory Limited (“Multi
Glory”) and the loan due from Multi Glory to the Group for a
cash consideration of HK$2,150,000,000 (the “Disposal”).
Restructuring (the “Restructuring”) was carried out to put the
Disposal Group (as defined below) in place before completion
of the Disposal. After the Restructuring, Multi Glory, through
certain wholly-owned subsidiaries, held 100% interest in %
I BEEIE M AR AT (Shenzhen Sinodata Technology
Co. Ltd.*) and its wholly-owned/non-wholly-owned subsidiaries
(hereinafter collectively referred to as the “Disposal Group”).
The principal activities of the Disposal Group are design and
provision of lottery systems and equipment for lottery in the PRC
for traditional Welfare Computer Ticket Games operations. The
Disposal was completed in February 2017. As a result of the
completion of the Disposal, the Disposal Group has ceased to be
subsidiaries of the Company. Further details are set out in the
Company’s announcements dated 5 January 2016, 23 February
2016, 29 March 2016, 29 April 2016, 19 May 2016, 27 July
2016, 2 August 2016, 9 January 2017, 27 January 2017 and
14 February 2017 respectively and circulars dated 29 February
2016 and 30 September 2016.

ALK
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E2E

18.

S F L EAASFALAEA
DTRRFFELEZHEAR 2
£E A

T—AxF—AMA ARA-H2EH

A
BN A) B BE B 75 Sunjet Investments Limited
(—BBFARRTERREZESHEAEE
HER)VEEHE (RZE—ARF=A
“t+ZHEZE—R"FNAZBEHTRE
1) ([BEEW#])  HEMulti Glory Limited
(IMulti Glory |) z 2 &S # %z & Multi Glory# /R
AKEBZEFH BaREA2,150,000,000/%
T ([HEFHE]) EHA([EHEREES
HEMAET UWFEREEE (FEER T
B S o RN E4RTE - Multi GloryiE B % T 2 &kt
BRAAREARINTELEERMAERAR R
HE2B IF2EMBAR (TXHEAEE
£B8])Z2100%Em HEEEZETBEK S
RABRAEEREYENEEEREITEERAT
MRBEERFRREER - HESHER
E—t+tF-_AEK -BAREEFTERL HE
SEEETHBAARRIZHB AR - E—FFHEB
HRARRBHRA-ZTE—X"F—ARH =&
—RNEZ_A-+=0 Z—RE=A=1+Ah
A —ET—X"FONA-+NLHB - ZZT—XRFH
A+hB —Z—XELtA=-++tH - =Z
—~NFENARZH - ZE—tF—ANB =%
—+tF—A+tBER_TE—+F-_A+H
HZAHMUEBHA-_ZTE—XRE-_A=-Th
AR—ZE—XR"FLA=Z+HZEK-
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NOTES TO THE UNAUDITED CONDENSED
INTERIM FINANCIAL STATEMENTS (continued)

For the six months ended 30 June 2017

18. ASSETS/LIABILITIES OF THE DISPOSAL GROUP 18.
CLASSIFIED AS HELD FOR SALE (continued)
The results of the Disposal Group classified as held for sale that
are included in the consolidated income statement are shown as
below:

THEAFEHE2HEAR 2
V-9 - L 8¢ ),

HAGARNET DEABELE Y HEE
B> 2EHRMT

Six months ended 30 June
BZEAA=1+RHILAKEA

22

2017 2016
—E—+F —ET—REF
(Unaudited) (Unaudited)
(REEXK) (REEE=Z)
HK$'000 HK$'000
F#&ET FET

Profit for the period from the Disposal Group: HESEZHEER:
Revenue KA 35,830 176,762
Cost of sales/services rendered SHE IRERE Z R (21,061) (78,439)
Other income and other gains and losses oAt A LA R H b Y am K 5 18 1 301
Selling and distribution expenses HERSHER (1,297) (6,562)
Administrative expenses THER (15,892) (38,989)
Operating (loss)/profit K (FR) RA (2,419) 53,073
Finance costs B 75 & A (647) (1,534)
(Loss)/profit hefore taxation BREBAT (EE) ER (3,066) 51,539
Taxation I 3,296 (7,304)
Profit for the period HA & A 230 44,235
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NOTES TO THE UNAUDITED CONDENSED AEEREH
INTERIM FINANCIAL STATEMENTS (continuea) Hh HA B 3% 3R 3R B R ()
For the six months ended 30 June 2017 BE—T—+FNA=+HINEA
18. ASSETS/LIABILITIES OF THE DISPOSAL GROUP 18. P EABEHEZLEARNZ
CLASSIFIED AS HELD FOR SALE (continued) EE/EF (#%&)
The major classes of assets and liabilities of the Disposal Group R-ZE—+FENA=1+HPEABELEZ
classified as held for sale as at 30 June 2017 are as follows: HEEFREENEBETITERERWMT
At At
30 June 31 December
2017 2016

RZB—tF R-_T—RF
AA=tH +tZA=+—H

(Unaudited) (Audited)
(REEX) (&%)
HK$’000 HK$'000
F#&ET FHET
Assets EE
Property, plant and equipment N S - 117,459
Prepaid lease payments or land use rights T AR BN AR - 41,853
Goodwill GES - 1,026,795
Intangible assets EBEEE - 22,054
Deposit for acquisition of leasehold building WisHEEFIZe - 169,511
Deferred tax assets EEFRIEE FE - 5,963
Inventories FE - 98,474
Trade receivables !@H&%%Eﬁ%ﬂ - 84,692
Utility and other deposits NAEERHEMES - 103,393
Prepayment and other receivables TE B3 E I H h FE Wk - 525,317
Cash and bank balances Re RRITEH - 100,086
Assets of the Disposal Group classified NEAEFBELREZ
as held for sale HEEEZEE - 2,295,597
Liabilities 8&
Trade payables JERTE SRR - (44,397)
Other payables and accruals Hoth JE A5 3RIB M FEET A - (202,759)
Bank borrowings RITEE - (137,456)
Current tax liabilities EHHEAE - (18,731)
Deferred tax liabilities EERIE B & - (640)
Liabilities directly associated with HBoBARELE
the assets of the Disposal Group classified HEEBCZEE
as held for sale ERMBEBEZARE - (403,983)
Net assets of the Disposal Group classified PEAEBELEZ
as held for sale HEEEZFEE - 1,891,614
At 31 December 2016, bank loans of approximately RZE—RNFE+=-A=+—H " %55,556,000
HK$55,556,000 are secured on leasehold buildings and land BT RITERARBREEE D BI4/516,689,000
use rights in the PRC for the carrying values of approximately 7B 7T 26,678,000 Tz A EREFE R+
HK$16,689,000 and HK$26,678,000 respectively. (s PR AE VR IR o
At 31 December 2016, a Director has given personal guarantee R_E—-RE+-_A=1+—H —ZEHEH
in respect of bank borrowings of approximately HK$81,900,000. RITE E 481,900,000/ T i HE AR -
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NOTES TO THE UNAUDITED CONDENSED
INTERIM FINANCIAL STATEMENTS (continuea)

For the six months ended 30 June 2017

19. DISPOSAL OF SUBSIDIARIES 19. HEMB QT

On 4 January 2016, a wholly-owned subsidiary of the Company
entered into the Sale and Purchase Agreement with a related
party, Sunjet Investments Limited, in which a Director (who is
also a substantial shareholder of the Company) has beneficial
interest, for the disposal of entire interests in the Disposal
Group and the loan due from Multi Glory to the Group for a
cash consideration of HK$2,150,000,000. The Disposal was
completed in February 2017. The net assets disposed of at the

RZZE—RF—AWNB AR —H2EWHE
A &) 2 B #E 77 Sunjet Investments Limited (—
BERANREERR 2 EEH B EESE
HIFAVEER R DEHEEE 22 HER
KMulti Glory&E R AEB 2 EF - BERER
2,150,000,000# Tt HEFHBE R T —+
FoARK - REXKBHBHZELEFEEDN
T

date of completion were as follows:

HK$'000
FHT
Property, plant and equipment Y WE KRS 129,501
Prepaid lease payments on land use rights - Hb {5 AR 2 TR A9 R 42214
Goodwill HE 1,026,794
Intangible asset mEE 21,154
Deposits for acquisition of leasehold building WEHEEF 2 &S 171,416
Inventories FE 94,976
Trade receivables JEUWE SRR 153,755
Utility and other deposits NAEERHMES 103,131
Prepayments and other receivables TESFE & H b B W FkE 639,810
Cash and bank balances 7 & MIRTT 4 48,039
Loan due to the Group HERAEBZER (1,583,438)
Trade payables JERTE SRR (108,383)
Other payables and accruals H b B 5RIB K FEET B (124,094)
Bank borrowings RITEE (137,573)
Current tax liabilities EHHBERE (9,704)
Deferred tax liabilities FREFIBEEE (114,089)
Net assets disposed of BEHEFEE 353,509
Assignment of the loan due to the Group HEERAEBZER 1,583,438
Non-controlling interests AR = (3,759)
Direct cost incurred for the Disposal HEFEHEELEZEEKRA 9,354
Taxation for the Disposal HEEEZHE 215,200
Cumulative exchange difference in respect of REERREZET2ES
the net assets of the Disposal Group reclassified Bz HEEEFEER
from equity to profit or loss on disposal ME X ZERE 41,109
Loss on disposal of subsidiaries HENBARZEIE (48,851)
Satisfied by: SEAPIEAE
Cash e 2,150,000

The subsidiaries disposed of during the six months ended 30
June 2017 contributed approximately HK$35,830,000 to the
Group’s revenue and profit of approximately HK$230,000 to the
Group’s loss for the period ended 30 June 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS

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

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

BUSINESS REVIEW AND PROSPECTS

Lottery Business

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

During the first six months ended 30 June 2017, total Group's
revenue was approximately HK$241,774,000, decreased by 64% over
the same period last year (2016: approximately HK$675,335,000).
Loss before taxation was approximately HK$146,182,000 (profit
before taxation in 2016: approximately HK$90,768,000).

The Group's overall performance has further deteriorated during the
period under review given the downturn in scratch cards and mobile
lottery markets, which were very unfavourable to the Group's lottery
operations in China. The mixed performance among major types of
lottery products in the market presented a challenging environment for
the Group’s operations. The unexpected deterioration of the scratch
cards market has damaged the core operations of the Group. While
Single Match Games (“SMG”) market achieved an extraordinary
performance with strong sales growth, the halt in paperless
electronic lottery development prevented the Group from benefiting
this favorable trend across its comprehensive distribution platform.
Internet lottery remains suspended in China. The operations of mobile
lottery business was also very challenging due to uncertainties in
regulations associated with mobile lottery distribution platform.

In 2016, the Company announced a plan to realise one of its
long-term investments in the traditional Welfare Computer Ticket
Games (“CTG") market which covered business operations of the
manufacturing and provision of Welfare CTG machines and supporting
systems for the traditional lottery market. In February 2017, the
Company completed the Disposal. A loss on disposal of approximately
HK$48,851,000 was recorded. As a result of the completion of the
Disposal, the Disposal Group has ceased to be subsidiaries of the
Company and its results were not consolidated into the consolidated
financial statements of the Company. This has impacted the Group’s
operating results and contributed to the decline in both revenue and
operating profit during the period under review.

REBEHN NREBI2NTERELERGHE
BAZEBRYEERNRRETISET -

MEAMERE R EBEANTERSP
ZXE@H%EW@%E‘%&L\EEE‘“

EBOERRE
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

During the period under review, the Group maintained a prudent
approach towards investment opportunities given the uncertainties
in regulatory environment. The prolonged suspension of internet
lottery distribution channel and the lack of progress on paperless
electronic lottery distribution development have gradually changed
the needs and practice of buying behaviors of lottery consumers. The
evolving market landscape has led the Group to rethink its approach
and formulate a new action plan. In light of this, the Group has
commenced formal evaluation of the strategic options for various
development programs to maximise the value of its existing operations
and explore opportunities for business diversification for the purposes
of future business growth.

China Lottery Market

The China lottery market registered total lottery sales of RMB205.0
billion in the first six months of 2017, representing a growth of 6%
over the same period of 2016.

During the period under review, total Welfare Lottery sales was
RMB106.1 billion. Welfare CTG sales increased 6% to RMB76.4
billion, accounting for 72% of the total Welfare Lottery sales. Welfare
Scratch Cards sales decreased 17% to RMB6.5 billion and Video
Lottery Terminals (“VLT") sales grew by 4% to RMB23.1 billion. Sales
of Keno was RMBO.9 billion, decreased by 37%. Welfare Scratch
Cards and VLT accounted for 6% and 22% of the total Welfare Lottery
sales respectively.

In the first half of 2017, total Sports Lottery sales was RMB98.9
billion. Sales of Sports CTG, including SMG, increased by 9% to
RMB92.6 billion accounting for 94% of total Sports Lottery sales.
Sports Scratch Cards sales was RMB6.4 billion, dropped 13% over
last year, accounted for 6% of the total Sports Lottery sales. Total sales
of Sports VLT increased 38% to RMB5.1 million in the first six months
of 2017.

System and Games Development Business

The Group’s SGDB is an active participant in the provision of lottery
system and specialised equipments for both CTG and scratch card
products in China. During the period under review, the Group’'s SGDB
continued to actively participate in the upstream and mid-stream
lottery market by providing various lottery system and specialised
equipment for both Welfare and Sports lottery markets.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

Welfare CTG Business

With the impact of internet sales suspension progressively fading
away, performance of both the traditional market (national draw-based
games) and the non-traditional market (regional and high frequency
games) in the Welfare CTG market in China have stabilised.

During the period under review, sales performance of national draw
based games in China was stable and demonstrated a sustainable
growth trajectory. Regional and high frequency games, which featured
wide variety of prizes and high frequency of drawings, continued to
maintain fast paced growth and brought fresh impetus to the Welfare
CTG market in China. It is expected that market players will put more
focus and resources on the regional and high frequency market, and
market competition will gradually increase in this segment.

In order to align the Group’s lottery business to the above
development in the lottery market, the Group has restructured its
Welfare CTG business. During the period under review, the Group
completed the disposal of a long-term investment in the traditional
Welfare CTG market which covered business operations of the
manufacturing and provision of Welfare CTG machines and supporting
systems for the traditional lottery market.

After completion of the restructuring and repositioning, the Group
continued to provide various lottery services for the non-traditional
Welfare CTG market. It is expected that Welfare CTG market will
gradually improve and the Group will continue to focus on the
development of non-traditional products in this market segment.
However, given the downsizing of the Group’s platform in the Welfare
Lottery market in China after the restructuring mentioned above, the
Company expects to devote greater efforts in a bid to stay competitive
in the increasingly challenging environment in this area going forward.

Welfare Scratch Cards Business

The Group is involved in the validation and printing business of
Welfare Scratch Cards in China. Total sales of Welfare Scratch Cards
in China declined 17% compared with the corresponding period in
2016. Performance of the Group's operations involved in Welfare
Scratch Cards market was directly affected by the lackluster sales
performance of scratch card products during the period under review.

The Group has jointly controlled interests in a validation system and
specialised equipment provider which provide validation services for
the Welfare Scratch Cards market. The sales of scratch card products
has declined in light of the strong competition against other lottery
products. In respond, the Group continued to roll out relevant systems
and equipment of validation services through submitting new tenders
to support the revitalisation initiatives taken by lottery authorities
during the period under review.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

Despite a lackluster sales performance of Welfare Scratch Cards, the
Group continued to deliver various seasonally and thematic games to
the market through its cooperative venture with Shijiazhuang Offset
Printing House.

Sports CTG Business

The Group’s Sports CTG business was engaged in the manufacturing
and sales of CTG terminals to provincial Sports Lottery Centres across
China serving the needs of traditional CTG segment and supporting
the development of SMG. During the period under review, the Group
continued to participate in various procurement bidding of CTG/SMG
terminals and delivered its Sports CTG/SMG terminals for provincial
Sports Lottery Centres.

Distribution and Marketing Business

The Group’'s DMB is a major participant in lottery distribution in
China. It has successfully established a comprehensive distribution
platform which consists of a widely diversified and recognised physical
retail network and a portfolio of innovative and advanced paperless
electronic lottery platforms.

The Group’s downstream lottery operations pledged to provide
reliable, efficient and innovative lottery services to address the needs
of end consumers in lottery market focusing scratch cards, SMG and
Sports video lottery. It aims to assist lottery authorities to promote and
develop the Chinese lottery market in a sustainable manner.

During the period under review, the operating environment was
challenging. There were no major breakthroughs in the operating
environment of paperless electronic platforms. Ongoing regulatory
development concerning the relevant policy framework remained as
the major hurdle to sales growth. With the solid foundation established
in the downstream market, the Group’s DMB is expected to turn
into a key growth driver in the future when the paperless electronic
distribution channels become formalised and create positive influence
on consumer behavior.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

Scratch Cards Distribution Business

The Group's scratch cards distribution business focuses on the
distribution and sales of scratch cards through a physical lottery
distribution network. This network comprises selective prime locations
that have diversified and recognised sales distribution channels.

During the period under review, the total sales of Welfare Scratch
Cards and Sports Scratch Cards in China was RMB12.9 billion,
representing a decrease of 15% over the same period last year. The
poor performance of overall scratch cards market has adversely
affected the financial performance of this business segment.

The strength of scratch card products lies in its flexibility and large
variety of game designs to engage with casual players. Thus, in
order to make the most of the unique advantage of scratch card
products and to cope with the fierce competition from other lottery
products, lottery authorities are expected to place great emphasis on
broadening the promotion of scratch card products and expanding
their distribution network.

Different strategic initiatives have been launched by lottery authorities
and new market participants to explore new model of distribution
method for scratch cards during the period under review. The Group
will continue to support these revitalisation initiatives taken by lottery
authorities through its sales distribution channels and to seize
potential opportunities in the segment amidst increased competition
among other market players.

Single Match Games Business

In the first half of 2017, despite the absence of any major soccer
tournament comparable with the UEFA European Championship
in 2016, SMG still managed to achieve impressive sales growth in
China and registered a record-breaking total sales of approximately
RMB37.0 billion.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

This extraordinary performance was partially attributed to the
increasing popularity of SMG in China driven by the effective
promotion campaign between March to May 2017. The campaign
was different from the traditional form of promotions, which relied on
increasing number of games and prize payout. The latest promotion
was successful reaching out to lottery consumers through campaigns
on social media and providing second prize drawing.

SMG has proven its huge potential by growing into a lottery product
which accounted for a substantial market share in the Chinese lottery
market. The constant innovation on game play introduced by lottery
authorities also created a favorable environment for the long term
healthy growth of SMG.

During the period under review, the Group continued to operate its
SMG business through physical distribution network. This physical
retail network plays an important role since paperless electronic lottery
distribution has been suspended in early 2015. The Group remains
positive on the long-term prospect of paperless electronic lottery
distribution channel and maintains its investment in this area through
its interest in the Okooo platform.

Mobile Lottery Business and Mobhile Electronic Lottery Platform

The Group self developed a Mobile Electronic Lottery Platform
(“Mobile ELP”) for its mobile lottery business. The Mobile ELP offers
a multi-functional back-end system with convenience interface to
facilitate lottery distribution over mobile devices. Mobile ELP improves
the convenience of lottery purchase by connecting players directly to
the centralised system of provincial lottery centre, enabling a safe and
reliable lottery purchase experience. The adoption of Mobile ELP will
provide provincial lottery centres with technological breakthrough to
better connect with players located in their respective provinces and
attract purchases from the locals.

During the period under review, the regulatory environment for
operating Mobile ELP remained uncertain. As a result, performance of
the Group’s mobile lottery business was severely impacted. The latest
market environment has been a setback for the Group’s plan to seize
market opportunities in the paperless electronic lottery market. The
Group will continue to review the viability of operating this business.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

Outlook

It has been more than two years since that the Chinese lottery market
put a halt on the internet lottery distribution channel. The Group has
gathered a few insights from the current market environment.

The suspension of internet lottery has created persistent pressure on
the growth of lottery market and gradually changed the purchasing
behavior of lottery consumers over time. It will take time for the lottery
industry to refocus on developing the traditional distribution channels
with innovative approach in order to regain its momentum.

Second, the simplified administrative procedure governing marketing
initiatives provided flexibility for provincial lottery authorities to roll out
localised marketing campaigns to rejuvenate the market. However,
relying on increased prize payout as a regular mean of promotion may
lead to a diminishing rate of return over time. The market will demand
new approaches with the inclusion of elevated services and new
experiences within these marketing activities.

Finally, the demographic of lottery consumers is constantly changing.
There is a growing population of a younger generation of lottery
consumers who are increasingly familiar with digital technologies.
Unfortunately, it seems that the regulatory development is still lagging
behind in this aspect which affects industry development.

The lottery market in China remains at the early stages of digital
innovation, due to the uncertainties in the regulatory framework.
The current paperless electronic lottery distribution market does not
form a substantial part of the lottery market. Although the Group
has established solid foundation in paperless electronic lottery,
performance of the Group's lottery business will continue to be
hindered by the unfavourable market conditions.

In addition, the Group is planning to refocus on growing its business
as the financial challenge posed by the convertible bonds redemption
obligation is almost behind us. Taking into consideration of the
growing uncertainties of regulatory development and increasing
competition in the lottery market, the Group will continue to look into
diversification opportunities and intends to introduce and establish
strategic partnership to enhance the Group’s human and finance
capability and identify potential projects to set the stage for long-term
growth.

Last but not least, providing valuable services for the Chinese lottery
market which makes significant contributions for the good causes
that benefit the general public in China will continue to be among the
Group's top priorities.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

FINANCIAL REVIEW

Financial Results

For the six months ended 30 June 2017, the Group recorded a
revenue of approximately HK$241,774,000 (2016: approximately
HK$675,335,000), representing a decrease of 64% over the same
period last year. The decrease was resulted from the disposal of
subsidiaries in February 2017 and continuing unfavorable operating
environment of the PRC lottery market since the second half of 2016,
especially in the scratch cards market and paperless electronic lottery
distribution market.

The unaudited loss attributable to equity shareholders of the Company
was approximately HK$140,645,000 (profit attributable to equity
shareholders for 2016: approximately HK$82,159,000). The loss
per share was 1.40 HK cents (earnings per share for 2016: 0.82 HK
cent). Diluted (loss)/earnings per share for the six months ended 30
June 2017 and 30 June 2016 is the same as the basic (loss)/earnings
per share as both the share options and the Bonds outstanding during
the period had an anti-dilutive effect on the basic (loss)/earnings
per share. Cost of sales and selling expenses reduced as in line with
revenue. However, administrative expenses remains at similar level as
last period mainly due to general cost increase in China and reposition
of the Group’s business in light of the challenging competitive
landscape in the Chinese lottery market. Other loss mainly represent
the loss on redemption of the Bonds.

A loss on disposal of subsidiaries of approximately HK$48,851,000
was recorded. It was mainly due to the increase in the net asset
value of the Disposal Group and the exchange difference created by
the release of exchange reserve as at completion of the Disposal. As
disclosed in the Company’s circular dated 30 September 2016, with
reference to the terms of the Sales and Purchase Agreement, the
Group would not be entitled to the profit/loss of the Disposal Group
after 1 January 2016. As a result, the net asset value of the Disposal
Group increased as at completion of the Disposal.

Liquidity, Financial Resources and Funding

At 30 June 2017, the Group’s total equity amounted to approximately
HK$5,461,793,000 as compared to approximately HK$5,511,177,000
at the end of the previous year.

At 30 June 2017, the Group had cash and bank balances of
approximately HK$1,726,067,000 (31 December 2016: approximately
HK$2,237,048,000 (including the Disposal Group)).

The decrease in cash and bank balance was mainly due to the
net cash outflow for operating activities and partial repayment of
convertible bonds.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

In 2011 and 2012, the Company issued the 2016 Bonds in principal
amount of HK$964,700,000 and HK$429,000,000 respectively. Each
2016 Bond is convertible into fully paid ordinary share of HK$0.01
each of the Company (the “Share”) at the applicable conversion
price of HK$0.5600 per Share. The 2016 Bonds bear interest at the
rate of 6% per annum payable semi-annually in arrears. During the
period under review, there was no conversion of the 2016 Bonds into
Shares by the bondholders. On 29 March 2017, the Company made
a partial payment of all the 2016 Bonds for the principal amount of
HK$154,823,091.06. As at 30 June 2017, the principal amount of
the 2016 Bonds remaining outstanding was HK$100,906,642.86 (31
December 2016: HK$255,729,733.92).

In 2014, the Company issued the 2019 Bonds in principal amount
of HK$1,900,000,000. Each 2019 Bond is convertible into fully paid
Shares at the applicable conversion price of HK$1.3700 per Share.
The 2019 Bonds bear interest at the rate of 4.5% per annum payable
semi-annually in arrears. During the period under review, there was
no conversion of the 2019 Bonds into Shares by the bondholders. On
29 March 2017, the Company made a partial payment of all the 2019
Bonds for the principal amount of HK$846,027,772.50. As at 30
June 2017, the principal amount of the 2019 Bonds outstanding was
HK$551,402,486.50 (31 December 2016: HK$1,397,430,259).

The gearing ratio as at 30 June 2017 was 12.05% (31 December
2016: 32.36%). The gearing ratio was derived by dividing the total
borrowings including the Bonds, obligation under finance leases and
bank borrowing of approximately HK$658,032,000 (31 December
2016: approximately HK$1,783,405,000 (includes those classified as
part of liabilities associated with assets classified as held for sale)) by
the amount of total equity. The liquidity ratio of the Group, represented
by a ratio between current assets over current liabilities, was 504%
(31 December 2016: 260%), reflecting adequacy of financial
resources. The liquidity ratio increased mainly due to the partial
payment of the Bonds during the period under review.

The Group had outstanding bank borrowings of approximately
HK$5,724,000 as at 30 June 2017 (31 December 2016:
approximately HK$142,357,000), of which bank borrowings of HK$Nil
(31 December 2016: approximately HK$137,456,000) was loaned
to the Disposal Group as at 30 June 2017. As at 30 June 2017, the
bank borrowings were denominated in Renminbi and interest bearing
at prevailing commercial lending rates. The Group’s trade receivables
were pledged to secure the bank borrowings.

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

Pledge of Assets

As at 30 June 2017, trade receivables of approximately
HK$11,075,000 (31 December 2016: approximately HK$15,052,000)
approximately were pledged to a bank to secure general banking
facilities granted to the Group.

As at 31 December 2016, the Disposal Group’s land and building with
total market value of approximately HK$118,667,000 were pledged to
banks to secure the bank borrowings granted to the Disposal Group.

Share Capital

There was no change in the Company’s share capital structure during
the period under review. As at 30 June 2017, the total number of
issued Shares was 10,028,495,338.

Subscription Agreement in relation to New Shares and New Bonds
On 7 April 2017, the Company and Keen Start Limited (“Keen Start”),
a substantial shareholder (as defined in the Listing Rules) of the
Company, entered into the subscription agreement (the “Subscription
Agreement”), pursuant to which, among other things, the Company
has conditionally agreed to allot and issue to Keen Start, and Keen
Start has conditionally agreed to subscribe for (i) 1,900,000,000
new Shares (the “Subscription Shares”) at the subscription price
of HK$0.134 per Subscription Share (the “Share Subscription”)
and (ii) the convertible bonds in an aggregate principal amount of
HK$348,000,000 (the “New Bonds”) at the initial conversion price
of HK$0.145 per Share (the “CB Subscription”). The aggregate
subscription price of the Subscription Shares is HK$254,600,000
and the aggregate principal amount of the New Bonds is
HK$348,000,000. On 30 June 2017, the Company and Keen Start
has agreed to extend the long stop date of the Subscription Agreement
to 30 September 2017 (or such later date as may be agreed by the
parties to the Subscription Agreement in writing).

The Share Subscription and the CB Subscription constitute connected
transactions of the Company under the Listing Rules.

As disclosed in the announcement of the Company dated 4 August
2017, the Company and Keen Start were considering to re-negotiate
the deal structure and/or the terms of the Subscription Agreement in
parallel.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

Convertible Bonds

2016 Bonds

The Company issued the 2016 Bonds in 2011 and 2012 respectively
in an aggregate principal amount of HK$1,393,700,000 which shall,
upon conversion, be convertible into fully paid Shares at an initial
conversion price of HK$0.6175 per Share, subject to adjustment
in accordance with the terms and conditions of the 2016 Bonds.
As at 30 June 2017, the conversion price of the 2016 Bonds was
HK$0.5600 per Share.

During the period under review, there was no conversion of the 2016
Bonds. On 29 March 2017, the Company made a partial payment
of the 2016 Bonds for the amount of HK$154,823,091.06. As at
30 June 2017, the principal amount of the 2016 Bonds remaining
outstanding was HK$100,906,642.86. Each 2016 Bond is convertible
into fully paid Shares at an applicable conversion price of HK$0.5600
per Share upon conversion.

2019 Bonds

The Company issued the 2019 Bonds in 2014 in the principal amount
of HK$1,900,000,000 which shall, upon conversion, be convertible
into fully paid Shares at an initial conversion price of HK$1.4070
per Share, subject to adjustment in accordance with the terms and
conditions of the 2019 Bonds. As at 30 June 2017, the conversion
price of the 2019 Bonds was HK$1.3700 per Share. The 2019 Bonds
are listed on the Singapore Exchange Securities Trading Limited.

There was no conversion of any 2019 Bonds since their issuance and
during the period under review. On 29 March 2017, the Company
made a partial payment of the 2019 Bonds for the amount of
HK$846,027,772.50. As at 30 June 2017, the principal amount of
the 2019 Bonds remaining outstanding was HK$551,402,486.50.
Each 2019 Bond is convertible into fully paid Shares at an applicable
conversion price of HK$1.3700 per Share upon conversion.

Relevant Event and Consent Solicitation Proposals in relation to the
Bonds

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

Given the occurrence of the “Relevant Event”, the Company had
formulated various consent solicitation proposals (the “Proposals”) to
the Bondholders to, among other things, (a) delay the maturity date
of the 2016 Bonds; (b) delay the original Relevant Event Redemption
Date and extend the relevant put period end date; (c) extended the
original 3rd Anniversary Put Option Redemption Date (as defined in
the Company’s announcement dated 29 March 2017) of the 2019
Bonds; and (d) to waive the events of default for the respective Bonds.
On 29 March 2017, the Company has made a partial repayment to
satisfy part of the principal amount of the outstanding Bonds and the
accrued but unpaid interest thereon and default interest. Subsequent
to the passing of the extraordinary resolutions by the Bondholders
and the execution of the supplemental trust deed, (i) the maturity
date in relation to the 2016 Bonds was delayed to 28 February
2017 and further extended to 28 April 2017; (ii) the Relevant Event
Redemption Date in relation to each series of the Bonds was delayed
to 28 April 2017 in relation to the Relevant Delisting Event (as defined
in the Company’'s announcement dated 29 March 2017); (i) the
3rd Anniversary Put Option Redemption Date of the 2019 Bonds
was extended to 31 May 2017; and (iv) any breach of the terms and
conditions or the trust deed of each series of the Bonds in respect of
any non-payment of any amount otherwise payable is waived on 28
April 2017. The Company has not made payment of the outstanding
Bonds on 28 April 2017, and the Bonds have been in default since
then. The Bonds were still outstanding as at 30 June 2017 and
the date of this report. The trustee or the Bondholders through the
trustee may take legal actions against the Company in respect of
the outstanding Bonds. The Company does not expect the possible
courses of action to materially impact the Group, as the Company has
sufficient offshore financial resources to fulfil repayment obligations
under the outstanding Bonds.

Detailed information regarding the Proposals and the relevant
meetings/resolutions (as the case may be) of the Bondholders are
set out in the announcements of the Company dated 22 September
2015, 7 October 2015, 29 October 2015, 29 March 2016, 8 April
2016, 3 May 2016, 3 June 2016, 2 August 2016, 9 September 2016,
15 September 2016, 14 February 2017, 14 March 2017, 24 March
2017, 29 March 2017, 21 April 2017, 27 April 2017 and 28 April
2017 respectively.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

The Offer

As disclosed in the Company’s announcement dated 11 May 2017,
the Company understood from Keen Start that Keen Start would invite
holders of any and all of its outstanding Bonds to tender such Bonds
for purchase by Keen Start at an amount equal to the aggregate
outstanding principal amount of such Bonds plus any accrued but
unpaid interest and default interest of such Bonds up to but excluding
the settlement date (the “Offer”). Keen Start would purchase all,
part or none of the Bonds tendered by any Bondholder pursuant
to the Offer subject to certain conditions, including the aggregate
principal amount of the Bonds being tendered by the Bondholders for
purchase by Keen Start in the Offer shall exceed 75% of the aggregate
outstanding principal amount of each of the 2016 Bonds and the
2019 Bonds.

Amongst others, Keen Start has expressed to the Company that,
subject to completion of the purchase of the Bonds in the Offer, it is
Keen Start’s intention to discuss with the Company in good faith as
to when the Company would be in a position to repay the outstanding
Bonds and to discuss alternative proposals, if necessary, and it is
also its intention to waive the default of the Company under the
outstanding Bonds, subject to the terms of any proposal that may be
agreed between Keen Start and the Company.

As disclosed in the Company’s announcement dated 26 July 2017,
Keen Start has received from the participating Bondholders holding
more than 75% of the aggregate outstanding principal amount of
each of the 2016 Bonds and the 2019 Bonds, respectively, sufficient
email confirmations together with evidentiary support details that their
relevant Bonds have been un-put and are ready to be traded. As at
the date of this report, the Offer has not yet been completed.

Exposure to Exchange Rate Risk and Interest Rate Risk

The Group’s assets, liabilities and transactions are mainly
denominated either in Hong Kong dollar or Renminbi. The exchange
rate of RMB fluctuated significantly in recent years, the Directors
are aware that the fluctuations in exchange rate between Hong Kong
dollar and Renminbi may give rise to potential foreign currency risk.
The Group currently does not have a foreign currency hedging policy
and will continue to monitor and evaluate the Group’s foreign currency
exposure and take actions as appropriate.

In terms of the interest rate risk exposures, the Group does not have
any significant interest rate risk as the interest rates currently remain
at low levels.
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MANAGEMENT DISCUSSION AND ANALYSIS (continued)

Material Acquisitions and Disposals of Subsidiaries

On 4 January 2016, REXCAPITAL Financial Group Limited, a wholly-
owned subsidiary of the Company, entered into the Sale and Purchase
Agreement with Sunjet Investments Limited, in relation to (i) the
sale and purchase of the entire issued share capital of Multi Glory, a
wholly-owned subsidiary of the Company; and (ii) the assignment of
the entire amount owing from Multi Glory to the Group, at the cash
consideration of HK$2,150,000,000. It was intended that the net
proceeds from the Disposal would firstly be applied by the Company
for redemption of the outstanding Put Bonds.

The Disposal constituted a major and connected transaction of the
Company under the Listing Rules. The Sale and Purchase Agreement
and the transactions contemplated thereunder has been approved by
the independent shareholders of the Company.

The Disposal was completed in February 2017. Details of the Disposal
are set out in the Company’s circulars dated 29 February 2016 and
30 September 2016 and the announcements of the Company dated
18 March 2016, 29 March 2016, 29 April 2016, 19 May 2016, 27
July 2016, 31 October 2016, 9 January 2017, 27 January 2017 and
14 February 2017 respectively.

Save as disclosed above, the Group had no material acquisition and
disposal of subsidiaries during the six months ended 30 June 2017.

Human Resources
At 30 June 2017, the Group had 557 employees.

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

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

INTERESTS OF DIRECTORS AND CHIEF EXECUTIVES

As at 30 June 2017, the interests or short positions of the Directors
and chief executives in the shares, underlying shares or debentures
of the Company or any of its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (Cap. 571
of the Laws of Hong Kong) (the “SFO”)) as recorded in the register
maintained by the Company pursuant to Section 352 of the SFO or as
otherwise notified to the Company and the Stock Exchange pursuant
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to the Model Code for Securities Transactions by Directors of Listed KEMWT :
Issuers (the “Model Code”) were as follows:
Long position in the Shares and underlying Shares in the Company RAEATROEEBROZEHE
Approximate
Number of percentage of
Number of underlying issued share
Name of Director Nature of interest Shares held Shares held Total capital
FriFAE B HEBITRE
EEHE EEtE FERGEE BT EE et BABS
Chan How Chung, Victor Interests of controlled 3,394,941,855 2,842,230,289 6,237,172,144 62.19%
PRETE corporation/ (Note 1) (Notes 2 and 3)
Beneficial owner (KD (MtEE2%3)
AEER
,m%ﬁA
Boo Chun Lon Beneficial owner - 5,000,000 5,000,000 0.05%
AR BE EnlEB A (Note 4)
(Pit5E4)
Yuen Wai Ho Beneficial owner - 5,000,000 5,000,000 0.05%
Ex E=BEBA (Note 4)
(HIzE4)
Chow Siu Ngor Beneficial owner - 5,000,000 5,000,000 0.05%
BN E EnBEAA (Note 4)
(PH3E4)
Lee Ka Lun Beneficial owner - 5,000,000 5,000,000 0.05%
FRE EnlEB A (Note 4)
(Pit5E4)

REEE 2017 WHEAiERERAR 39



OTHER INFORMATION (continued)

Notes:

(3)

(i) 1,187,640,997 Shares are held by Keen Start and 307,300,858
Shares are held by Kingly Profits Corporation. Both Keen Start and
Kingly Profits Corporation are indirectly wholly-owned by Mr. Chan How
Chung, Victor; and (ii) Keen Start is also interested in 1,900,000,000
Subscription Shares to be issued pursuant to the Share Subscription.
Details of the Share Subscription are disclosed in the section headed
“Subscription Agreement in relation to of New Shares and New Bonds”
in this Report.

(a) Keen Start is interested in 2,400,000,000 underlying Shares to be
derived from the convertible bonds to be issued pursuant to the CB
Subscription at the initial conversion price of HK$0.145 per share; and
(b) Keen Start offered to purchase part of the 2016 Bonds and the
2019 Bonds from certain bondholders, pursuant to which Keen Start
is deemed to be interested in 135,155,781 underlying Shares and
302,074,508 underlying Shares to be derived from the 2016 Bonds
and the 2019 Bonds at the applicable conversion price of HK$0.5600
per share and HK$1.3700 per share respectively. Details of the CB
Subscription, and the offer made by Keen Start to the bondholders are
disclosed in the sections headed “Subscription Agreement in relation to
New Shares and New Bonds” and “The Offer” in this Report.

Mr. Chan How Chung, Victor is beneficially interested in 5,000,000
underlying Shares to be derived from the share options granted under
the share option scheme adopted by the Company on 28 June 2012 (the
“2012 Scheme”).

These represent the underlying Shares to be derived from the share
options granted by the Company under the 2012 Scheme.

Save as disclosed above, as at 30 June 2017, none of the Directors
or chief executives had any interests or short positions in the shares,
underlying shares or debentures of the Company or any of its other
associated corporations (within the meaning of Part XV of the SFO and
the Companies Ordinance (Cap. 622 of the Laws of Hong Kong) as
recorded in the register required to be kept under Section 352 of the
SFO or as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code
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OTHER INFORMATION (continued) HuiaEHR 2

SHARE OPTIONS i IR AE
The movements in share options granted under the 2012 Scheme REZE-—ZEZ—+E&~A=+HIAEARN BE—
during the six months ended 30 June 2017 are shown below: E-_FHEABRL CEREEEI RO

Number of share options

BREHE
At Granted Exercised Lapsed At
1 January during during the during the 30 June Date of  Exercise price Exercisable
Category of participant 2017 the period period period 2017 grant per Share period
RZ-B-t% RZB-+#F =3
S2EATER -A-H Mg MR PR AA=tH R AH TEE TEH
HK$
B
Directors/substantial shareholder
EE/IERR
Chan How Chung, Victor 5,000,000 - - - 5,000,000 29/09/2016 0.1082  29/09/2016 -
HER 28/09/2018
Boo Chun Lon 5,000,000 - - - 5,000,000 29/09/2016 0.1082  29/09/2016 -
Ik 8 28/09/2018
Yuen Wai Ho 5,000,000 - - - 5,000,000 29/09/2016 0.1082  29/09/2016 -
mER 28/09/2018
Chow Siu Ngor 5,000,000 - - - 5,000,000 29/09/2016 0.1082  29/09/2016 -
FNE 28/09/2018
Lee Ka Lun 5,000,000 - - - 5,000,000 29/09/2016 0.1082  29/09/2016 -
FRE 28/09/2018
Employees 285,000,000 - - - 285,000,000 29/09/2016 0.1082  29/09/2016 -
€8 28/09/2018
Total
@t 310,000,000 - - - 310,000,000

During the six months ended 30 June 2017, no share option was REBE-Z—+EA=+HILANEARN HEE
granted under the 2012 Scheme. BT —FAE BRI ERRE-

mEEE 2017 WHEhwzraras 41



OTHER INFORMATION (continuea)

INTERESTS OF SUBSTANTIAL SHAREHOLDERS
As at 30 June 2017, the interests or short positions of the following
parties (other than a director or chief executive of the Company) in
the shares or underlying shares of the Company as recorded in the
register required to be kept by the Company pursuant to Section 336

of the SFO were as follows:

H & B ()

FTERRES

RZT—EFRNA=1TRH BARRIREES L
BRPIE3I36HEAFE ZERMMAE - T7I8TT (F
ARBEEXRDTHRABIN RAR R RH AR
MR PR 2 EEIRBMT

Long position in the Shares and underlying Shares in the Company REATROEEBROZHE
Approximate
Number of percentage of
Number of underlying issued share
Name of Shareholder Nature of interest Shares held Shares held Total capital
FrisiaE HE#T
BRREH/ 2 BHEME FERGHE RO EE #3 REAEREIH
Smart Ease Corporation Interest of controlled corporation 3,394,941,855 2,837,230,289 6,232,172,144 62.14%
St NGl £ (Notes A and B)
(HisEAKB)
Keen Start Limited Beneficial owner 3,087,640,997 2,837,230,289 5,924,871,286 59.08%
EnEAA (Note A)
(PHEEA)

Notes: B2

A. 3,087,640,997 Shares and 2,837,230,289 underlying Shares are held by A. 3,087,640,997 % f% 17 }.2,837,230,289 % #H 8 A%
Keen Start as beneficial owner. Keen Start is wholly-owned by Smart Ease D HKeen StartfE A& 5 A A A - Keen Start
Corporation, which in turn, is wholly-owned by Mr. Chan How Chung, fSmart Ease Corporation® & ¥4 ' i Smart Ease
Victor. The interest disclosed herein was included in the interest of Mr. Corporation R ZF IR A2 EW A - HWARE [=
Chan How Chung, Victor as disclosed in the section headed “Interests of ERESTHRABZEZR] —EEE Rt EBEZ
Directors and Chief Executives” in this report. RERET A Z L E A -

B. 307,300,858 Shares are held by Kingly Profits Corporation as beneficial B. 307,300,858M% A% 15 F Kingly Profits CorporationfE
owner. Kingly Profits Corporation is wholly-owned by Smart Ease BEmA A A - Kingly Profits Corporationfi
Corporation, which in turn, is wholly-owned by Mr. Chan How Chung, Smart Ease Corporation® & ¥ & * M Smart Ease
Victor. The interest disclosed herein was included in the interest of Mr. Corporation R ZIRE A2 EWA - AR E [E
Chan How Chung, Victor as disclosed in the section headed “Interests of ERGEETHABZ#ZD | —6EE RIEEZ
Directors and Chief Executives” in this report. R ARZREA ZHEZRZRA -

Save as disclosed above, the register required to be kept under [ FXFIIBTEEIN IBIEE AL EIKFIZE33618E

Section 336 of the SFO shows that as at 30 June 2017, the Company
had not been notified of any other person who had an interest or short
position in the shares and underlying shares of the Company.
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OTHER INFORMATION (continued)

INTERIM DIVIDEND
The Board does not recommend the payment of any interim dividend
for the six months ended 30 June 2017 (2016: Nil).

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

During the six month ended 30 June 2017, neither the Company
nor any of its subsidiaries purchased, sold or redeemed any of the
Company’s listed securities.

MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS
The Company has adopted the Model Code as set out in Appendix
10 to the Listing Rules as the code of conduct regarding securities
transactions by the Directors. All Directors have confirmed, following
specific enquiries by the Company, that they have complied with
the required standard set out in the Model Code throughout the six
months ended 30 June 2017.

CHANGES IN INFORMATION OF DIRECTOR

Mr. Chan How Chung, Victor, an executive Director, was entitled
to an emolument of HK$527,420 per month plus allowance and
discretionary bonus with effect from 1 February 2017.

AUDIT COMMITTEE

The audit committee has reviewed with the management the
accounting principles and practices adopted by the Group and
discussed internal controls and financial reporting matters including
the review of the unaudited interim financial statements for the six
months ended 30 June 2017.

CORPORATE GOVERNANCE

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

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

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

By order of the Board

Chan How Chung, Victor
Executive Director

Hong Kong, 30 August 2017
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