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Interim Results

The board of directors (the “Board” or the “Directors”) of Hybrid
Kinetic Group Limited (the “Company”) would like to announce
the unaudited condensed consolidated interim results of the
Company and its subsidiaries (together the “Group”) for the six ~ HIE/NEA ([AHIM ) 2 REEXEHEE
months ended 30 June 2018 (the “Period”) together with the HHEIE¥EER T —tF R ZLEEEFN
comparative figures for the corresponding period in 2017 as T

follows:

HRAGRERRREAMZERRR

Condensed Consolidated Statement of Profit

or Loss and Other Comprehensive Income

For the six months ended 30 June 2018

BE_FT—/NFNA=1HINEA

Six months ended 30 June

BEAXA=+HIL<MEAR

2018 2017
—E-N\E —T—+F
Notes HK$'000 HK$'000
B3 TFHET FHT
(Unaudited) (Unaudited)
(REEX) (REEZ)
Revenue A 5 35,451 525
Cost of sales SHE KA (28,894) (88)
Gross profit E7 6,557 437
Other income E AU A 3,975 3,721
Distribution costs and DI R — RIS EF X
general operating expenses (193,500) (175,752)
Share of results of associates (R E N B 2 ELE 307 (1,239)
Share of profit of a joint venture B —fEaEhE RN 55 -
Loss before tax BRIRBIES IS (182,606) (172,833)
Income tax expense FrEHiF X< (15) (137)
Loss for the period FHMEIE 7 (182,621) (172,970)
Other comprehensive Htt2m (BR) 7
(loss)/income: A :
Items that may be reclassified to AJEEEF P EE B &
profit or loss: EH :
Exchange differences on translating &GN 7% 2 [E 5,
foreign operations — Group =B -AEE (9,198) 8,623
Exchange differences on translating & G975 2 [E 5
foreign operations — associates ER-EE N T (1,935) 1,542
Other comprehensive (loss)/income ZFHIHEM2E
for the period (B58) | A (11,133) 10,165
Total comprehensive loss THRZEGRESE
for the period (193,754) (162,805)
Loss for the period attributable to: Ll TF A L FE{% & HAR
B8
Owners of the Company ZA/NEIE ZS DN (181,002) (171,314)
Non-controlling interests FEFEIR IS (1,619) (1,656)
(182,621) (172,970)
Total comprehensive loss BTFTALEEERE
for the period attributable to: 2EEGIREE:
Owners of the Company KAEHER A (191,722) (161,987)
Non-controlling interests IR A (2,032) (818)
(193,754) (162,805)
Loss per share BRGHE 9
04 Basic and diluted (cents per share) AR (FMII0) 0.89 0.84
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Condensed Consolidated Statement of fEAFSHBEIRAE
Financial Position

At 30 June 2018 RZFE—NFNA=1H
At 30 June At 31 December
2018 2017
b3 n
—E—)\F§ —E—+F
~NAB=+HB +=-—A=+—H
Notes HK$’000 HK$'000
P 5 TR FAET
(Audited and
(Unaudited) restated)
(REER) (KEZERKEY)
Non-current assets ERBDEIE
Property, plant and equipment VI BB K& 10 61,130 70,638
Investment in associates REE AR ZIEE 541,467 547,494
Investment in a joint venture R—EeELEIRE 11 23,756 =
Equity investments at fair value TR EFARMEE
through other comprehensive income W A 7 i AN 1& & 59,526 60,310
Prepayments TERT K 98,370 63,368
784,249 741,810
Current assets REEE
Inventories 5E 12 49,270 75,408
Finance lease receivables R g & EFKIA 541 1,753
Trade and other receivables FEUE Z 318 K&
E fth FE K 13 495,618 480,959
Derivative financial instrument PTESmMITA 46,346 46,957
Pledged bank deposits BARHIRITIE R 2,007 2,007
Bank and cash balances RITRIR & ek 98,409 311,781
692,191 918,865
Current liabilities g R=Ki
Trade and other payables ERESHRIER
IR 14 69,636 61,827
Net current assets mEEESRE 622,555 857,038
NET ASSETS HERE 1,406,804 1,598,848
Capital and reserves BEXR R
Share capital &z 15 2,035,287 2,033,787
Reserves i (663,671) (472,159)
Equity attributable to owners of RNATEE AFEL
the Company s 1,371,616 1,561,628
Non-controlling interests FEVE AR M = 35,188 37,220
TOTAL EQUITY R 1,406,804 1,598,848
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Condensed Consolidated Statement of fAGASESEFHER
Changes in Equity
For the six months ended 30 June 2018

#HE—

Attributable to owners of the Company

E-NFNA=+HIEA~ER

FATRRAABE
Equity
Equity investment Non-
Share Share Translation  compensation revaluation Accumulated controlling
capital premium reserve reserve reserve  Other reserve losses Total interests Total
(234
k* EBhER ARER REFNRE {11 ] RAffE RIER At FREER #i
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FER FEn Fin Tin Tin Tin TR FiEn FiEn FiEn
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REgn) (RS8R (RERR)  (REBR)  (REBR)  (REBR)  (REER)  (REER)  (REER)  (REER)
AT January 2017, as previously reported I =F-+F—A-B WEAHEH

(Audited) (#287) 2,033,787 2,122,201 (81,564) 393,197 > (23.901) (2,616,381) 1,827,339 34,079 1,861,418
Effect of changes in accounting policies EHBRED T2 (W)

(note 3) - - - - (10,678) - 10,678 - - -
At 1 January 2017, as restated RZE-tF-A-R HEj 2,033,787 2,122,201 (81,564) 393,197 (10,678) (23901) (2,605,703) 1,827,339 34079 1,861,418
Recognition of equity settled share-based AN BREETNRATHZ

payment WA - - - %7 - - - 9% - 9%
Total comprehensive income[oss) AEm2EkS/ (BB EE

for the period - - 9327 - - - (11314 (161,987) (818) (162,805)
At 30 June 2017 RZF-tF~A=1A 2,033,787 2,122,201 (1,231 394,144 (10,678) (23.901) @1m7,017) 1,666,299 33,261 1,699,560
At 1 January 2018, as previousy reported A =F—\E—A—B MEA2H

(Audited) (E%%) 2,033,787 2,122,201 (25932) 394,144 S (23.901) (2938,671) 1,561,628 31,20 1,598,848
Effect of changes in accounting policies EHHRED 2 YE (WiB3)

(note 3) - - - - (26,939) - 26,939 - - -
At 1 January 2018, as restated RZE-N\F-A-R HEj 2,033,787 2,122,201 (25932) 394,144 (26,939) (23.901) 9,732 1,561,628 31,220 1,598,848
Exercise of share options fifid e 1,500 1013 - (803) - - - 1,710 - 1,710
Lapse of share options BREXR - - - (1,820) S S 1820 S S S
Total comprehensive loss for the period THHLAERLE - - (10,720) - - - (181,002) (191,722) (2,032 (193,754)
At 30 June 2018 RZF-\ExA=1H 2,035,287 2123214 (36,652) 391,521 (26,939) (23.901) (3,090914) 1371616 35,188 1,406,804
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Condensed Consolidated Statement of fAGERE&RE

Cash Flows
For the six months ended 30 June 2018

¥R & 2018

—E-NFENA=ZAFHIENEA

Six months ended 30 June

BEXNA=+HILL/<HER

2018 2017
—E-N\F —T—+F
HK$'000 HK$'000
THET FHET
(Unaudited) (Unaudited)
(RIEER) (REEEZ)
Net cash (used in)/generated from  #E=;E®E (FrA) &
operating activities &R (182,777) 183,514
Cash flows from investing activities REFHRERE&RE
Investment in a joint venture R—HEEEREZRE (23,704) =
Purchase of property, BEWE WENREE
plant and equipment (11,332) (6,795)
Prepayment for investment R—REBE AR ZREZ
in an associate TEfT - (207,334)
Interest received 2R & - 2,009
Net cash used in investing activities & EFEHFFAR&PHE (35,036) (212,120)
Cash flows from financing activities BB EFERESRETEE
Net proceeds from shares issued under 1R 1% BE AR HE 51 225 1TAX (D
share options scheme Fr 15 3R IEF 58 1,710 =
Net cash generated from MEITBRERAEEEHE
financing activities 1,710 =
Net decrease in cash ReRBEeSFEMZ
and cash equivalents WY BE (216,103) (28,606)
Cash and cash equivalents R zRERREEEY
at beginning of period 311,781 695,258
Effect of changes in foreign HNETE R BB 2 2
exchange rate 2,731 10,305
Cash and cash equivalents RERZAERASFEYD
at end of period 98,409 676,957
Analysis of cash and cash equivalents H&RE & EFE M D #
Bank and cash balances SRIT RIS 5% 98,409 676,957
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Notes to the Condensed Consolidated
Financial Statements
For the six months ended 30 June 2018

1.

GENERAL INFORMATION

Hybrid Kinetic Group Limited was incorporated in Bermuda as
an exempted company with limited liability. The address of its
registered office is Canon’s Court, 22 Victoria Street, Hamilton HM
12, Bermuda. The address of its principal place of business is Suites
1407-8, 14th Floor, Great Eagle Centre, 23 Harbour Road, Wanchai,
Hong Kong. The Company's shares are listed on the Main Board of
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

The Company is an investment holding company. The principal
activities of the Company and its subsidiaries (together referred
to as the "Group”) were development of high-tech electric motor
vehicles, development and sales of battery management systems
and spare parts and development of advanced batteries materials.

BASIS OF PREPARATION

These condensed financial statements have been prepared in
accordance with Hong Kong Accounting Standard 34 “Interim
Financial Reporting” issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA") and the applicable disclosures
required by the Rules Governing the Listing of Securities on the
Stock Exchange.

These condensed financial statements should be read in conjunction
with the 2017 annual financial statements. The accounting policies
and methods of computation used in the preparation of these
condensed financial statements are consistent with those used in
the annual financial statements for the year ended 31 December
2017 except as stated below.

(a)  Financial assets

Financial assets are recognised and derecognised on a trade
date basis where the purchase or sale of an asset is under
a contract whose terms require delivery of the asset within
the timeframe established by the market concerned, and
are initially recognised at fair value, plus directly attributable
transaction costs except in the case of investments at
fair value through profit or loss. Transaction costs directly
attributable to the acquisition of investments at fair value
through profit or loss are recognised immediately in profit or
loss.

Financial assets of the Group are classified under the
following categories:

- Financial assets at amortised cost;

- Equity investments at fair value through other
comprehensive income; and

- Investments at fair value through profit or loss.

Ml E M BB RN E

BE_F—-/\FXNA=1THINEA

1.

—REH

FTEEBMAERAR A MR ERETMEK
SN2 EREBRAT KMt EEu A
Canon'’s Court, 22 Victoria Street, Hamilton
HM 12, Bermuda * ifi 3= Z & ¥ B 7 #b ik
BEBEFBE235REE R0 14121407-8
EoARRBROREBHERZFERA A
([B3ZFr)) EMR LT o

ARABREERAR - ARBREMBR
A (s AEE]) 2 EBEXBRMESH
REPE HEREEEHLEERRNLER
I IA K F 3 S A

BREE

AR IRRDIRRE B ARG
ZEB G RERE3AR [H MM BRE | R
R prEs EMRAZEREERERR

AP EHREE —T— L F 2 FEUB
BER—GEHE -BTXAlEIN HEAE
FREITEIRRPTEA Z ST BOR Mt B 7R 8
BE_T—+HF+-_A=+—HIFEZF
EUBHREMBEEM K-

(@) =EREE

SREERR AL (BIBERT
EEEZENBRTREEREEMS
EERBRARNZAEEZ B)#ER
REUHHER YWY ZRAFEMER
EERGRAE R TEA
B 2 AR B D FERT A
Bam 2 REAREBHZZHRARE
RIS FER

AEEZEREER AN TER:

- REERAGEZEREE:

- RBRAVERAEMBEZERAZ
BAE ]

- RBRAVEFAERZERE-




2.

BASIS OF PREPARATION (CONTINUED)

(a)

Financial assets (Continued)

(i)

(ii)

(iii)

Financial assets at amortised cost

Financial assets (including trade and other receivables)
are classified under this category if they satisfy both of
the following conditions:

- the assets are held within a business model
whose objective is to hold assets in order to
collect contractual cash flows; and

- the contractual terms of the assets give rise
on specified dates to cash flows that are solely
payments of principal and interest on the
principal amount outstanding.

They are subsequently measured at amortised cost
using the effective interest method less loss allowance
for expected credit losses.

Equity investments at fair value through other
comprehensive income

On initial recognition, the Group can make an
irrevocable election (on an instrument-by-instrument
basis) to designate investments in equity instruments
that are not held for trading as at fair value through
other comprehensive income.

Equity investments at fair value through other
comprehensive income are subsequently measured at
fair value with gains and losses arising from changes in
fair values recognised in other comprehensive income
and accumulated in the equity investment revaluation
reserve. On derecognition of an investment, the
cumulative gains or losses previously accumulated
in the equity investment revaluation reserve are not
reclassified to profit or loss.

Dividends on these investments are recognised in
profit or loss, unless the dividends clearly represent a
recovery of part of the cost of the investment.

Investments at fair value through profit or loss

Financial assets are classified under this category if
they do not meet the conditions to be measured at
amortised cost and the conditions of debt investments
at fair value through other comprehensive income
unless the Group designates an equity investment that
is not held for trading as at fair value through other
comprehensive income on initial recognition.

Investments at fair value through profit or loss are
subsequently measured at fair value with any gains or
losses arising from changes in fair values recognised in
profit or loss. The fair value gains or losses recognised
in profit or loss are net of any interest income and
dividend income. Interest income and dividend income
are recognised in profit or loss.

2.

FEEBEERAR

¥R & 2018

BREE(E)
() =THREE (F)
() HEBHELFAECLTHEE

(ii)

(iii)

femERE (BIEREE SR
R E A EUR) AR AT A A TR
M BVER ALLER -

- REEEZEBEANE
FAEEWNAENRSR
EREH: R

—  BEZANGTIEEAR
HELMERAAE R ARME
BAEMENRZERER

=
s-°

ZECRMEELRAERMNE
ARG R YHTREE
EEENGREREE-

BRFEFABMEHRAZ
RERE

W HERES - AREE R ATA]

R (AR T AERE)EE

HELIFFIEERZBATE

ﬁﬁ%ﬁ@iﬁﬁkﬁ@%ﬁ
Ao

BRATEAAEMZEKRAZ
RIS RN FERTE - T
NP EHEESE 2 Wat M E1E
PEM2ERATER WA
RESAFRET RIE - REUHHE
RIEIRER - RIS
EffRFEHEPRE 2 R RN

BETEEN RSB

BIEZFREZRBBEREK
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BAFEGTASEDZKRE
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A 2 A W as o B 1R 1B 2 R
R PEIRER 2 AP ERER
JES 18 78240 BR AR AT A B A B B
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2. BASIS OF PREPARATION (CONTINUED)

(b)

(@

Loss allowances for expected credit losses

The Group recognises loss allowances for expected credit
losses on financial assets at amortised cost and lease
receivables. Expected credit losses are the weighted average
of credit losses with the respective risks of a default occurring
as the weights.

At the end of each reporting period, the Group measures
the loss allowance for a financial instrument at an amount
equal to the expected credit losses that result from all
possible default events over the expected life of that
financial instrument ("lifetime expected credit losses”) for
trade receivables, contract assets and lease receivables, or
if the credit risk on that financial instrument has increased
significantly since initial recognition.

If, at the end of the reporting period, the credit risk on a
financial instrument (other than trade receivables, contract
assets and lease receivables) has not increased significantly
since initial recognition, the Group measures the loss
allowance for that financial instrument at an amount equal to
the portion of lifetime expected credit losses that represents
the expected credit losses that result from default events on
that financial instrument that are possible within 12 months
after the reporting period.

The amount of expected credit losses or reversal to adjust
the loss allowance at the end of the reporting period to
the required amount is recognised in profit or loss as an
impairment gain or loss.

Revenue from contracts with customers

Revenue is measured based on the consideration specified in
a contract with a customer with reference to the customary
business practices and excludes amounts collected on behalf
of third parties. For a contract where the period between the
payment by the customer and the transfer of the promised
product or service exceeds one year, the consideration is
adjusted for the effect of a significant financing component.

The Group recognises revenue when it satisfies a
performance obligation by transferring control over a
product or service to a customer. Depending on the terms
of a contract and the laws that apply to that contract, a
performance obligation can be satisfied over time or at a
point in time. A performance obligation is satisfied over time
if:

- the customer simultaneously receives and consumes
the benefits provided by the Group’s performance;

- the Group's performance creates or enhances an asset
that the customer controls as the asset is created or
enhanced; or

- the Group's performance does not create an asset
with an alternative use to the Group and the Group
has an enforceable right to payment for performance
completed to date.

If a performance obligation is satisfied over time, revenue is
recognised by reference to the progress towards complete
satisfaction of that performance obligation. Otherwise,
revenue is recognised at a point in time when the customer
obtains control of the product or service.

2. HREEEGE)

(b)

(@

RAMEEBERABERFIE

REBRRBERAHEZEREE
KW E R E 2 B E R EIRER
BEREE -RREEERAMEEE
HIE e e 2 hniE I E B R E -

AEER & WE R ERE 5K
B -AHNEERBREEFRFEX
ReBMTAEZBREEDR NEZ
Ee@TAZEERARBVFHERIN
KEE LA ZIBERATHEZASRT
AEBREE2 8 TRIMA AR
ZEBMIARRFHANLRZELY
EMFELEZEMEERRSE (2
HEMEEBR]) -

R MERR  LASBMTA (BKRE
S AR EE R EKWAE AR
Oh) Z EE B B Y5 R AR &
BE LI AREEIRZASRTA
ZEHEREEBEBEDAIENREH
BIREANERZOEHTMELRS
EEBRZHOFEZREMTAR
BREEzS®E-

BHEEB RS EXERNRE AR
BERERARESMHESRMIEL 28
Bl R = R AR E IR S R -

RARFEHNZBA
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fEH R

FEERERBHEERATFEBE
an S AR 75 2 Y2 R B B R 45 T
EBRERPERRA N ZER B
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§°ETW%%TVEm§E%%EE

- FPRBRERERLAEERE
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RELESRFRFHEFESZ
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ADOPTION OF NEW AND REVISED HONG KONG FINANCIAL
REPORTING STANDARDS

In the current period, the Group has adopted all the new and
revised Hong Kong Financial Reporting Standards (the “HKFRSs")
issued by the HKICPA that are relevant to its operations and
effective for its accounting period beginning on 1 January 2018.
HKFRSs comprise Hong Kong Financial Reporting Standards; Hong
Kong Accounting Standards (the “HKAS"”); and Interpretations.
The adoption of these new and revised HKFRSs did not result in
significant changes to the Group’s accounting policies, presentation
of the Group's financial statements and amounts reported for the
current period and prior years except as stated below:

HKFRS 9 (2014) “Financial Instruments”

Available-for-sale investments are now classified as equity
investments at fair value through other comprehensive income.
HKFRS 9 (2014) has been applied retrospectively and resulted in

changes in the consolidated amounts reported in the financial
statements as follows:

3.

FEEBEERAR

¥R & 2018

BRI REETEEMBEEER

RAHREA AEBECRMMBEHREBGRT
B AR BEEBABAN —FT—\4F
—A—BRB e R AER 2] R
BRI BB MBS ER - BB MBI E LR
BREREBVBGHREER FEFEL R
o R T X E N SR E R R AL E
R BBV RE LR W EEHREE 2 &5t
BER  AEBEFBEREKZ 25170 A RAH
MEEEFECZE2MEBRRNENED):

EBUBRBELEANFR (ZF-—OF)
[¢mIA]

AHEERERED BARAFEF AEM
E2HEBAZBEARIKE -

BB W LR R (—F—E) B
WA SUMEERFZRZEALBL
5L T ok

31 December 1 January

2017 2017

—E—+t%F —E—tF

+=-A=+—H —HA—H

Dr./(Cr.) Dr./(Cr.)

#75, (8%5) ©75 (#%)

HK$'000 HK$'000

FAT F&T

Decrease in available-for-sale investments A i () & 48 & g > (60,310) (72,188)
Increase in equity investments at fair value & A F{EFAHMEEWA Z

through other comprehensive income AR ZARIE &L N 60,310 72,188

Decrease in accumulated losses REEBEERL (26,939) (10,678)

Increase in equity investment revaluation A% A% & 2 1 (& 14 0
reserve 26,939 10,678

The Group has not applied the new and revised HKFRSs that
have been issued but are not yet effective. The Group has already
commenced an assessment of the impact of those new and revised
HKFRSs but is not yet in a position to state whether these new
and revised HKFRSs would have a material impact on its results of
operations and financial position.

FAIR VALUE MEASUREMENTS

The carrying amounts of the Group’s financial assets and financial
liabilities as reflected in the condensed consolidated statement of
financial position approximate their respective fair values.

Fair value is the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market
participants at the measurement date. The following disclosures of
fair value measurements use a fair value hierarchy that categories
into three levels the inputs to valuation techniques used to measure
fair value:
Level 1 inputs: quoted prices (unadjusted) in active markets for
identical assets or liabilities that the Group can
access at the measurement date.

Level 2 inputs: inputs other than quoted prices included within
level 1 that are observable for the asset or
liability, either directly or indirectly.

Level 3 inputs: unobservable inputs for the asset or liability.

AN B SR AR B A AR 1B B AR AR R R T
RETEEMBIME LR - REBD K
B % SR RIS B B EA 2
T ERBEEHBREN REERTEE
MEHELEN DU ARE 2R L XA L
BRRELEEATE-

LFEEE

HRGREMBIMARAARRAEE 2 & /A
EreREfsEAEEZEHERAZA
FERE-

AFERME2EERFEAMEEFRS
TR EEERMARBEEEINZE
He A TR FEFEZREFHEER ZAF
BESL B8R FEMBAERTZEA
BESR=EER:

F—RWABER: AKRERFERMATRNE
BhiE AR EENR
g%%ﬁZ%E(*@ﬁ

AEENBEERNKE
EBREZB AR £
REIEZ RERRIN -

F=MWABE: AEXBEZTUEREH
N ¢ &

FE_RBABE:
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4.  FAIR VALUE MEASUREMENTS (CONTINUED) 4. QNFERIE(#E)
The Group's policy is to recognise transfers into and transfers out REE 2 BRAERBZEA FEIGRRE L
of any of the three levels as of the date of the event or change in ByER BRI Z=EAELAFPEEN—E
circumstances that caused the transfer. ZEAREL -
(@)  Disclosures of level in fair value hierarchy at 30 June 2018: (@ RZE—N\FEXAZTHZAFEE
e
Fair value measurements as
at 30 June 2018 using: Total
RIE-NERAZTAGRUTERZATERE: 1]
Level 1 Level 2 Level 3 2018
-8 %24 R ZZ-)\E
HK§'000 HK$'000 HK$'000 HK$'000
THT THT TR FET
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
£3:8 1) (€35 19 £3:5 1) (REFH)
Description it
Recurring fair value measurements: BREOTEIE:
Equity investments at fair value through other BRATEHAEMZERAZ
comprehensive income BARE 9,570 - 49,956 59,526
Derivative financial instrument fESRIA
- Profits guaranteed arrangement -EHRERH - - 46,346 46,346
Total recurring fair value measurements BRELTENEER 9,570 - 96,302 105,872
Fair value measurements as at
31 December 2017 using: Total
RIT—tE+ZA=t-BERNTEEZATEHE: 2z
Level 1 Level 2 Level 3 217
£- Eit £=H Z5-t%
HK$'000 HK$'000 HK$'000 HK$'000
T TR Tin TiEn
(Audited and (Audited and (Audited and (Audited and
restated) restated) restated) restated)
(B2RRE5)  (BEGREN)  (HERRES)  (BBGRE))
Description it
Recurring fair value measurements: BRELTEIE:
Equity investments at fair value through other ERTEHAEMZERAL
comprehensive income RARE 9,6% - 50614 60310
Derivative financial instrument fEeRIA
~ Profits quaranteed arrangement -EHRERH - - 46,957 46957
Total recurring fair value measurements BRELTEIERT 9,6% - 97,571 107,267

HiN - BB —REREE — 4 2 R R EE A

During the period, there were no transfer between Level 1

and Level 2, or transfers into or out of Level 3 (2017: Nil). The D‘F%E %:%&i;i;)\gjz?;i;‘ﬂj (Z=F—+
Group's policy is to recognise transfer between levels of fair gﬁi)%?iiégfﬁﬁgﬁigf
value hierarchy as at the end of the reporting period in which b Al W FE AR
they occur. Bk

12
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4.  FAIR VALUE MEASUREMENTS (CONTINUED) 4. QDFEEE (&)
(@)  Disclosures of level in fair value hierarchy at 30 June 2018: (@ RZE-—NFRA=ZTHZATEE
(Continued) R (&)

Investments

Equity at fair value

investments through

at fair value profit or loss

through other - derivative

comprehensive financial
income instrument Total

BAFERA BAFEAA
Hth2EHAZ REZRE

BFERE -fESMIA g
2018 2018 2018
—Z-0\E pt- 2 182 —Z-N\fF
HK$'000 HK$'000 HK$'000
TER TET TER
(unaudited) (unaudited) (unaudited)
(€35 1) (€35 19] (REEF)
Description fait
At 1 January n—A—H 50,614 46,957 97,571
Exchange difference ERERE (658) (611) (1,269)
At 30 June RAAR=TH 49,956 46,346 96,302
Investments
Equity at fair value
investments through
at fair value profit or loss
through other - derivative
comprehensive financial
income instrument Total
EATEFA BATEIA
H2ERAZ BRIRE
BARE —f4SBIA Fae
2017 2017 2017
—2tF —TtF —TtF
HK$'000 HK$'000 HK$'000
TAR TAx FET
(Unaudited) (Unaudited) (Unaudited)
(REEEZ) (REEER) (REEzR)
Description i
At 1 January m—RA—8H 72,188 4,260 76,448
Exchange difference EAZR 128 - 128
At 30 June iAY; = l=! 72,316 4,260 76,576
The total gains or losses recognised in other comprehensive REMEERAER 2 Wk EER
income are presented in exchange differences on translating ERERkEMEEKERP CRE
foreign operations in the statement of profit or loss and other HINE 2 ER ZREET -
comprehensive income.
The total gains or losses recognised in profit or loss is RIERER 2 NakBEEENGES
presented in administrative expenses in the consolidated BakAEtermiaRP 2TERAY
statement of profit or loss and other comprehensive income. 275
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FAIR VALUE MEASUREMENTS (CONTINUED) 4. DFERIE (@)

(b)  Disclosure of valuation process used by the Group by AEEBFAHEBEAR-ZZ—NF
and valuation techniques and inputs used in fair value NA=ZTBEAFESEMAGERE
measurements at 30 June 2018: R ABIE 2 BB
For level 3 fair value measurements, the Group will normally TEE-—REEZEABRIVZEER
engage external valuation experts with the recognised FORER R E LR 2 SN B EE R ST
professional qualifications and recent experience to perform E=BATEMEZHE
the valuations.

Key unobservable inputs used in level 3 fair value E=RATEFEMAZEERATE
measurements are mainly: RPABBEIER !

Level 3 fair value measurements E=ROFEFE

Valuation Unobservable Effect on fair value Fair value
Description technique inputs Range for increase of inputs 30 June 2018
ZE-\F
AR WA EEm ~A=+H
ik HEHT AR #E HoFEZHE LFE
HK$'000
FET
Equity investment at fair value through other comprehensive income
BOFEGARMRARAZRFIRE
Equity interest in Discounted cash flows  Discount rate Discount rate make reference  Decrease 49,956
EMERSE to comparable companies
KEERAT \

ERERBEAEERRF HRASRE BRE BRELZAELRDA B
R

Investment at fair value through profit or loss

BATEHARRIRE

Profits guaranteed Discounted payoff with ~ Credit discount  Discount rate make reference  Decrease 46,346

arrangement scenarios rate to comparable bond yields

AHRELHE ERBERTZ EERRE MRE2ZUEHR my

863 4R BN
Fair value
Valuation Unobservable Effect on fair value 31 December
Description technique inputs Range for increase of inputs 2017
—T—tF
TR BAZEEM +=ZR=+—H
faitt fhE R BAHE #E HATEZRE AFE
HK$'000
FET
Equity investment at fair value through other comprehensive income
BATEAARM2ERACRFRE
Equity interest in Discounted cash flows  Discount rate Discount rate make reference  Decrease 50,614
EMERSE to comparable companies
REERRA o

ERERPEAEERAA HRRLRE BRE BRELENELRNA A
pd TN 3

Investment at fair value through profit or loss

BATEHAREZRE

Profits guaranteed Discounted payoff with ~ Credit discount ~ Discount rate reference Decrease 46,957

arrangement scenarios rate to comparable bond yields

A RE L HE EEBERTZ EERHE HAERZAELR o

BB R Bl




5.

REVENUE AND SEGMENT INFORMATION

Information about reportable segment profit or loss, assets and

FEEBEERAR

5. BARSHBEH

¥R & 2018

BRA2HR) M gEiR EEREEL

liabilities: EH
Battery
High-tech management Advanced
electric motor  systems and batteries
vehicles spare parts materials Total
mHE TLEERR i€
EHE RiEREH TitmH #at
HK$'000 HK$'000 HK$'000 HK$'000
FET FET AT T
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) (REER)  (REER) (KREER)
Period ended 30 June 2018: BE_Z-N\FEXA=TH
AR :
Revenue WA 42 35,409 - 35,451
Segment loss HEEE (57,428) (26,194) (7,014) (90,636)
At 30 June 2018: RZE-NFERXAZ=TH:
Segment assets NEEE 829,684 47,223 3,312 880,219
Segment liabilities DEEE 12,110 8,159 58 20,327
Period ended 30 June 2017: BE_Z—tEXA=1H
LLHAR -
Revenue WA 525 - - 525
Segment loss HEEE (38,664) (44,071) (2,178) (84,913)
At as 31 December 2017: RZE—tE+-HA=+—R:
Segment assets (audited) AHMEE (BER) 900,145 67,294 4,472 971,911
Segment liabilities (audited) AEBAE (KER) 12,700 9,568 222 22,490

AE2HmoMBA ENRER BERAE

Reconciliations of reportable segment revenue, profit and loss,

assets and liabilities: AR
Six months ended 30 June
BEXA=1+AHLLKMER
2018 2017
—ZE— )\ —T—+F
HK$'000 HK$'000
THT FET
(Unaudited) (Unaudited)
(REFR) (RgesE=Z)
Revenue: WA :
Total revenue of reportable segments A 25w EBUA K
and consolidated revenue AW ABEE 35,451 525
Profit or loss: BRIISER:
Total loss of reportable segments A2} HEPEELE (90,636) (84,913)
Corporate and unallocated profit or loss A &)} 2k 2 B i ) X 5 48 (91,970) (86,973)
Share-based payment VAR 2 - 2 K38 - (947)
Income tax expense Frisfimx (15) (137)
Consolidated loss for the period AHMZ A &8 (182,621) (172,970)
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REVENUE AND SEGMENT INFORMATION (CONTINUED) 5. WARSBEH (M)
At 30 June At 31 December
2018 2017
RIE—N\FE R-ZZT—+tF
XB=+H +=-A=+—8
HK$'000 HK$'000
THET FHET
(Audited and
(Unaudited) restated)
(kRig#Fx) (feEZRET)
Assets: HE:
Total assets of reportable segments A2MHBEELE 880,219 971,911
Corporate and unallocated assets: RAIRRDEEE:
— Equity investments at fair value through ~ —3Z QA FET AEAM
other comprehensive income ZEWA ZBRAZE 59,526 60,310
- Bank and cash balances held by the —AEBERBHEZ
Group's headquarter IRIT RIS 29,726 103,803
— Others —HAh 506,969 524,651
Consolidated total assets IREBEEBEA 1,476,440 1,660,675
Liabilities: AR
Total liabilities of reportable segments AERHEaERE 20,327 22,490
Corporate and unallocated liabilities RAIRKDEEBE
— Others —HAh 49,309 39,337
Consolidated total liabilities FEBBETE 69,636 61,827
Breakdown of revenue: ONGEEE

Six months ended 30 June
B#@EXA=+HLKRMEAR

2018 2017
—E-N\F —F—+t%F
HK$'000 HK$'000
FTHET FHET
(Unaudited) (Unaudited)
(RiEE) (REgEZ)

Sales of battery management systems HEBHWBEERRR
and spare parts EmEE 35,409 89
Revenue from contracts with customers RERFAHZBA 35,409 89
Interest income from finance lease EvEEEF B WA 42 436
Total Bt 35,451 525
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5. REVENUE AND SEGMENT INFORMATION (CONTINUED) 5. WARSBEH (&)
Disaggregation of revenue from contracts with customers: KEBEFEHZWADE:

Six months ended 30 June 2018
HBE-Z-N\EXA=+ALRMER

High-tech Battery
electric management Advanced
motor systems and batteries
Segments vehicles spare parts materials Total
EHE  EREERH %
S EHE Riag Bitits #it
HK$'000 HK$'000 HK$'000 HK$'000
TET TR TER TET

(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REEH) (REEH) (REEH) (REER)

Geographical markets WEMS
PRC i - 35,409 - 35,409
Major products FEER
Lithium batteries 25 - 35,409 - 35,409
Timing of revenue recognition N E
At a point in time RE-BHZ - 35,409 - 35,409
Six months ended 30 June 2017
BE-S- & A=+RL ERA
High-tech Battery
electric management Advanced
motor systems and batteries
Segments vehicles spare parts materials Total
B EHERRGR K ‘
28 EE RfmfE MK @zt
HK$'000 HK$'000 HK$'000 HK$'000
TEL FiER TR Tz
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) (REER) (REE%) (REER)
Geographical markets BEMS
PRC i 89 S S 89
Major products FEEm
Lithium batteries 250 89 - - 89
Timing of revenue recognition WA AR
At a point in time RE-ERE 89 = = 89
6.  INCOME TAX EXPENSE 6. F@BRMAX

Six months ended 30 June

BEXNA=+HILAEA

2018 2017
—E-N\E e
HK$’000 HK$'000
THET FET
(Unaudited) (Unaudited)
(RiEER) (REEZ)
Current tax — PRC Enterprise Income Tax ~ BIHAR{ 78 — R B > ¥ 185
— Provision for the period — NERFE B 15 137
No provision for Hong Kong Profits Tax is required since the Group RAEEA AR AN ERER BN MEEE
has no assessable profit in Hong Kong during the period (2017: I FERBR T - B AR B BT ST
HK$NIl). B(ZE—tF TEx) -
Tax charge on profits assessable elsewhere have been calculated Eh 3 [ B AR TR ) 2 TRIR R S ThIRIE AR &
at the rates of tax prevailing in the countries in which the Group BEREEBRMERR 2 RITEAR REKE
operates, based on existing legislation, interpretation and practices B REBITB R E

in respect thereof.
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LOSS FOR THE PERIOD

S

The Group's loss for the period is stated after charging the
following:

FHEEBHR
REEZ ANHHEBED MR :

Six months ended 30 June
BEXA=THLXER

2018 2017
ZE-N\F —E—tF
HK$'000 HK$'000
THET FAT
(Unaudited) (Unaudited)
(kiE#x) (REeEZ)
Cost of inventories sold BEEFERAK 28,894 88
Depreciation ne 14,708 9,395
Operating lease charges in respect of THREFEEHEER
land and buildings 23,331 15,309
Research and development costs [N 17,809 6,494
Staff costs including directors’ emoluments 8 TR A (BIFEEEHE)
— Salaries, bonus and allowances — 5% TEAT MERY 81,098 61,337
— Equity-settled share-based payments — AR R 45 I LARR 17
A 2 KA - 947
— Retirement benefits scheme —RRAEFET B
contributions 5,503 2,381
86,601 64,665

DIVIDENDS 8.

The Directors do not recommend or declare the payment of any
dividend in respect of the periods ended 30 June 2018 and 2017.

LOSS PER SHARE 9.
Basic loss per share

The calculation of basic loss per share attributable to owners
of the Company is based on the loss for period attributable to
owners of the Company of approximately HK$181,002,000 (2017:
approximately HK$171,314,000) and the weighted average number
of 20,351,271,000 (2017: 20,337,872,000) ordinary shares in issue
during the period.

Diluted loss per share

The effects of all potential ordinary shares are anti-dilutive during
the both periods.

PROPERTY, PLANT AND EQUIPMENT 10.

During the period, the Group acquired property, plant and
equipment of approximately HK$11,332,000 (2017: approximately
HK$6,795,000).

E '&

ERWERBE T\ FR-_T—LFX
A=tAL SRR REXEIREFBKE -

BRER
BREXERE

RRAREE AEGETFRENEETIRER
AR A A FE (R A HR B8 49181,002,000
BT (ZTE—EF:4171,314,000%8
TI)RAHMEHITEBRMEFY
% #20,351,271,000/% ( =& — £ 4 :
20,337,872,0000% ) 5+ % -

SREHHR

RAEBEN - A EE SRR AR RE
sy

wR BERRR

RAAEREA - RSB UIE 411,332,000 7T
(ZZF—+ 4% : 496,795,000/ 7T ) 2 ¥ - B
B R




FEEBEERAR

¥R & 2018

11.  INVESTMENT IN A JOINT VENTURE 11. R—HEeELEZRSE

RBE_Z—N\FA=Z+AHL EA =
WEBEEREREASIRDE (BRAK)
(ARAZzE2EWBRAR) B RERE
RETHHROBRAR ([HEREFTE])
FIVEBKYERIEERRIZERER AR
(IEEED2EERZ ([EEHZE]) -
AEERLEFTHRBRERRNEGELEREA
R #40,000,0007T - & &1 ¥ BIREH BE
BUEPBKY 2 BREFAR  WEERM
BHREME - AEERAREENEERHE
ZERE EERURBEREERE - R
T \FERNAZTH FEEFELRELE

During the six months ended 30 June 2018, Zif 1F 18 2 &1
WEAIKEE (BRANK), a non-wholly owned subsidiary of
the Company, entered into a joint venture agreement (the “JV
Agreement”) with Jb B RELTE ZEBFRR (7 B R 2 7 (“Beijing
WKW") for the establishment of 22§ IF & R EIE AR G R A & (the
“JV"). The Group and Beijing WKW had collectively contributed
RMB40,000,000 in the JV. The JV is a limited liability company
established in the PRC under the PRC Law, which does not have
quoted market price in an active market. The Group intended to
hold the investment for long-term capital appreciation and had no
intention to dispose of the investment in the near future. As at 30
June 2018, the Group held 50% equity interest in the JV.

50% A% 42 o
12. INVENTORIES 12. H#E8
At 30 June At 31 December
2018 2017
R-E—I\FE RZTE—tF
~NA=+H +=-BA=+—H”
HK$'000 HK$'000
FTHET FHET
(Unaudited) (Audited)
(REEFR) (&%)
Raw materials R 11,639 8,808
Work in progress 8 649 658
Finished goods SIRK Gh 36,880 65,860
Consumables SHFES 102 82
49,270 75,408
13. TRADE AND OTHER RECEIVABLES 13. BEWBSZFAREMGERR
At 30 June At 31 December
2018 2017
RIS—N\FE R=ZZT—tF
NAE=+H +=-A=+—H
HK$'000 HK$'000
THET FHT
(Unaudited) (Audited)
(REFZ) (REF#EZ)
Trade receivables EWE 5 IR 9,425 28,413
Prepayments TEfTR 414,638 373,386
Deposits and other receivables RS & H UK 71,555 76,588
Amounts due from directors FEWEEHRIE - 2,572
495,618 480,959

The Group allows an average credit period of 30 to 90 days to
its trade customers. Each customer has a maximum credit limit.
For new customers, payment in advance is normally required.
The Group seeks to maintain strict control over its outstanding
receivables. Overdue balances are reviewed regularly by the
directors.

AEEREZEPREM3020K 2 FHEER
H-g—2ERPHIEREERBER
B —MRATRNRIA - REBEH I HERK
Eg”&%ﬂ%&ﬁ%ﬁ&%@ - EETE MR A




Hybrid Kinetic Group Limited Interim Report 2018

13. TRADE AND OTHER RECEIVABLES (CONTINUED) 13. BKBSREREMEBURR ()
The aging analysis of trade receivables, based on invoiced date, and BBEHZR T E KNS SFIE (R E

net of allowance, is as follows: )RR T
At 30 June At 31 December
2018 2017
RIE—N\FE RZZT—tF
~NA=+H +=ZA=+—8H
HK$'000 HK$'000
FHET FHT
(Unaudited) (Audited)
(REEFR) (& #EZ)
0 to 30 days 0&30K 9,425 9,471
31 to 60 days 31E60X - 9,471
61 to 90 days 61Z290K - 9,471
9,425 28,413

14. TRADE AND OTHER PAYABLES 14. BEARHREAREMEMSR

At 30 June At 31 December
2018 2017
RIE—N\FE R-ZZT—tF
~NA=+H +=ZA=+—8H
HK$'000 HK$'000
FHET FHT
(Unaudited) (Audited)
(REF) (& #Z)
Trade payables N8 5RIE 7,625 8,168
Accruals and other payables FEETE R R H fth FE T 5K 61,630 53,021
Amount due to a director B —RESEHRE 381 638
69,636 61,827

The aging analysis of the trade payables, based on the date of RIZWERE Y BBt E 2 B2 5 IR RE

receipt of goods, is as follows: ST
At 30 June At 31 December
2018 2017
R_E—)\F RZT—tF
~NA=+H +=ZA=+—H
HK$'000 HK$'000
FET FHET
(Unaudited) (Audited)
(kig#Ex) (fE&1%)
0 to 180 days 0Z180K - 312
181 to 360 days 1812360k - 6,825
Over 360 days HBiB360K 7,625 1,031
7,625 8,168
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15.

16.

17.

18.

FEEBEERAR

¥R & 2018

SHARE CAPITAL 15. B=*
Number of shares Amount
;30 4 &®
HKD'000
FHT
Authorised:
Ordinary shares of HK$0.1 each at
1 January 2017, 31 December 2017,
1 January 2018 and 30 June 2018
—E-N\FEARA=+A
SREEC 1B T L@ 800,000,000,000 80,000,000
Number of shares Amount
Ein& A &8
Notes HKD'000
B 5 FHET
Issued and fully paid: ERTRBE:
At 1 January 2017, R-_ZE—+F—AF—H"
31 December 2017 and —ET—+F+=ZA=+—H
1 January 2018 (Audited) kZZE-N\F—-A—H
(&%) 20,337,872,747 2,033,787
Shares issued from the share IRIRREARAEET BIB1TAR D
option schemes (a) 15,000,000 1,500
At 30 June 2018 (Unaudited) RZZE—N\F~A=+H
(RETEZ) 20,352,872,747 2,035,287

(@  During the period ended 30 June 2018, 15,000,000 share
options were exercised under the share option scheme at the
price of HK$0.114 per share. Accordingly, the Company’s
issued share capital was increased by approximately
HK$1,500,000 and its share premium account was increased
by approximately HK$1,013,000, after transfer from the
equity compensation reserve of approximately HK$803,000.

RELATED PARTY TRANSACTIONS

In addition to the transactions and balances disclosed elsewhere
in the Interim Financial Statements, the Group had no other
transactions and balances with its related parties during the period.

EVENTS AFTER THE REPORTING PERIOD

Disposal of equity interest in the associate — Zhejiang GBS
Energy Co., Limited (“GBS")

On 16 July 2018, the Group entered into three several conditional
GBS Equity Transfer Agreements in relation to the disposal of
its entire interest in GBS (representing an aggregate of 25%
of the entire equity interest of GBS) at the total consideration
of approximately RMB88,614,000 (equivalent to approximately
HK$106,408,000). The transaction has not yet completed as it will
become effective when, among other things, the necessary approval
of the special general meeting of the Company is obtained. Further
details are described in the Company’s announcement dated 16 July
2018 and the Company’s circular dated 27 August 2018.

APPROVAL OF CONSOLIDATED FINANCIAL STATEMENTS

The Interim Financial Statements were approved and authorised for
issue by the Board of Directors on 31 August 2018.

16.

17.

18.

@ NBE-_FT-NFAA=THILLH
&+ 15,000,00017 ¥ A% 4 AR 12 B8 A
sHEIZEAR0. 1148 T 2 (B ETTE -
ELE - B 4 aa 3 B i 8 89 1 49803,000
BILIE AR FZEEITRAE ML
1,500,000/ 7T, H [ {7 4 {8 I TR i
#91,013,000% 7T °

FAEALZSH

PR IR A IR B A D TR 2 X 5 R 4
oM REBENEERE A L 2 MfER
32 5 e dtfh o

BENEER

HER-—BBE AR -IERREBER
BRAR (ERER]) 2R

RZZE—NFLtA+ A LEEFY=
BTz EEEEEEREEER S A
AEBLEEREBEBRZ RS (A
EERR2MRIEZ25%)  BREHAA
R #88,614,0007T (%7 47106,408,0007
JL) o ZIBR G WA (ERBHE) RARQE K
BEMNAS EFRESIEET AR AR
PHATK - E—THFBRRARABIHEA
“E-NFLA+ANHZAGRAHRAZZE
—NENAZ+LBZRAEK-

HEFRSUBRE

THUBRREN T N\FNAA=+—H
BEZeHERBERTIE-
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Management Discussion and Analysis and
Other Information

Overview

During the Period, the principal businesses of the Group included
the development and/or sales of:

° battery management systems and spare parts;
° high-tech electric motor vehicles; and

o advanced batteries materials, including key new energy
automobile components and single and few-layer graphene.

The Group's revenue for the Period amounted to approximately
HK$35.5 million (of which approximately HK$35.4 million was
derived from the sale of battery management systems and spare
parts and the remaining was from interest income from our
finance leasing business) as compared to approximately HK$0.5
million in the same period of last year. The gross profit for the
Period amounted to approximately HK$6.6 million as compared to
approximately HK$0.4 million in the same period of last year. The
gross profit for the Period was primarily attributable to the sale of
battery management systems and spare parts. The loss attributable
to shareholders for the Period amounted to approximately
HK$181.0 million (2017: HK$171.3 million). The loss for the
Period was mainly attributable to operating and administrative
expenses.

The distribution costs and general operating expenses for the
Period increased to approximately HK$193.5 million (2017:
HK$175.8 million) which consisted of research and development
expenses of HK$17.8 million (2017: HK$6.5 million), operating
lease charges in respect of land and buildings of HK$23.3 million
(2017: HK$15.3 million), employee benefit expense (including
wages and salaries, pension costs and other benefits) of HK$86.6
million (2017: HK$64.7 million) and depreciation expenses of
HK$14.7 million (2017: HK$9.4 million).

FTHERMWRRASHRAEMEH

BmE

RAME AEEZ T 2EXBBERERS

. ERERRRREREE
. BHREDE R

o ETMMF (BEIFERERRTE
HREBNZELRE) -

RZNERfE - AR B 2 WA #97335,500,000/%8 7T
(EA%935,400,0008 0 B HE B E R K
SREREE RERAMEHEER 2T
BIUA) - ifn 2= 4 [A B Bl 49 &500,0007% T ©
AN HA RS = ) 49 56,600,000 7T+ 1 2= 4 [F] HA
BIJ49 A400,000/8 T - N 2 EFE B 2R B
HEBHNER R RBEMBEB S AR R
W E(LET1E 4 5181,000,00008 T (—ZE—+
£ :171,300,000/7T) - AEAEBEEE ZHERN
R ITIRFE S ATER o

REEZ D ER AR —REERT EAEL
193,500,000/ 7t ( = —+4F : 175,800,000
BIT) BRI R 17,800,000 T (=
L —+ % :6,500,000/87C) B B L L iE
FEEHEE S H23,300,0008 L (= F
— -+ 4% :15,300,000%8 L) - BEERMAX
(RREIERF S BRERAREAMRER)
86,600,000/ 7T ( == — 4 : 64,700,000/
JT) BRI E R % 14,700,000 T (—E—+
£ : 9,400,000/ 7T ) °




Battery management systems and spare parts

The Group has been engaging in the automotive batteries
business since 2011.

The Group identifies, secures or sources from time to time
quality manufacturers and/or suppliers worldwide with high-level
engineering capabilities and/or manufacturing capacities for the
Group's automotive innovations and products.

We consider the Group’s environmental automobile and
related businesses will be restrained unless there is innovative
breakthrough in battery architecture and technology. In this
respect, we have established a team of experts with extensive
experience and expertise in a wide variety of applications in the
automobile industry, which forms part of our core strength in the
development of, among other things, advanced and high quality
batteries, battery management systems and related technologies.
For instance, the Lithium Titanate Oxide battery and battery
systems which we have been developing have a relatively stable
structure, a higher battery charge and discharge current (C-rate),
a longer life cycle and more excellent environmental tolerance
(function from -30°Cto 55°C) to better alleviate safety concerns.

Currently, the Group has its own manufacturing facilities in
Lianyungang, Jiangsu Province, the PRC for the processing of
battery cells and assembling of batteries and spare parts into
battery management systems. As part of the manufacturing
process of the battery management systems, the Group sources
battery cells from certain designated suppliers, and provides the
necessary expertise, technical know-how and support to such
suppliers so as to aid them in building production lines that are
developed and tailored for the manufacture and supply of battery
cells exclusively to the Group.

For the Period, the total revenue derived from the sales of battery
management systems and spare parts amounted to approximately
HK$35.4 million (2017: NIL). The increase was mainly due to a rise
in the volume of sales orders from the Group’s customers.
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High-tech electric motor vehicles

The Company has a long-term commitment to the global
automobile industry. We believe that the demand for high-tech,
clean and sustainable transportation will continue to grow under
the global trend of urbanisation and proactive imposition of
environmental regulation.

- Continuous brand building — debut of new concept car

Following its collaboration in 2016 with Pininfarina S.p.A.
(“Pininfarina”) (a recognized world leading company in
the field of design, engineering, prototyping and niche
manufacturing of motor vehicles) in the design and
development of new show cars based on the micro-turbine
range extender developed by the Group for presentation at
the car shows in Geneva and Shanghai in 2017, the Group
entered into a contract with Pininfarina in February 2017
to cooperate further in the production of a new type of
micro-turbine range extender electric sedan (H600). The
Group has delivered the required technical specification
of powertrain and other key components for the frame
construction of the prototype H600. The work is currently
in prototype development stage to fine-tune and complete
the frame construction of the micro-turbine range extender
electric vehicle by installing all the key components into the
prototype vehicle.

Following the global debut of the luxury sedan H600, the
5 seat SUV (sport-utility vehicle) K550, and the 7 seat SUV
K750 and with the continuous collaboration with Pininfarina
during the Period, the Group had further refined the
identity of the Hybrid Kinetic brand and proudly presented
in the 2018 Geneva motor show its fourth new concept
car (2018 HKGT) which inherited the tradition of the classic
Italian GT (grand tourer) and infused with Hybrid Kinetic's
eco-sustainable technology. With the Group’s advanced
powertrain technology applied, the 2018 HKGT is dubbed
as a car with two souls as it offers two different modes of
experience: “race” for moments of solitary and hedonistic
sports driving, and “cruise” for great routes to be shared
with family.
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The participation in the international car shows has solicited
interests from a number of potential strategic partners
(including assets fund entities and municipal authorities in
the PRC) to explore possible business or other collaborations
with the Group. These collaborations, if materialised, are
conducive to the development of the Group’s high-tech
electric motor vehicles business and its penetration into
other provinces of China with untapped potential.

The Group has a valid business license for the operation
of finance leasing business in the PRC. To complement
the development of its high-tech electric motor vehicles
business, the Group will continue to provide finance leasing
arrangement to potential customers, which is expected to
help promote the sale and use of electric motor vehicles and
bring steady interest income for the Group.

Establishment of manufacturing base with strategic
alliance

During the Period, the Group had gained support of
a PRC municipal government towards the proposed
implementation of a business plan regarding the
establishment of a manufacturing base in its district for
the research and production of new energy automobiles
and other key new energy vehicles components (including
power batteries and range extender). The auspices of the
PRC municipal government is expected to create a more
favourable business environment for the implementation of
the Group's business plan.

FESEBEAERAR HEHRSE 2018

S BB MEERKRSIE TEER
BEH (BEREEES AR RTPER
M) TR BAKEETEEER
KEMEEHE - L EAFREEE -
AR EAREE SR E B B E K%
R-IAREFEEMGEGFHREZS

1/‘\ &

AEEREETELEREMTEXD
ZEREEAR -REAHESHE
EREEL AKERBEREBER
EREREMEL Bt AR
EPHEHEERER RAKERRE
EMBHA

HRBERET L ERM

RAHRE AEEEEHE—MERA
XF SBREXBEEIEE RER
WY EEEM FREREEFER
BEREMMEREFRTHMT (B
B HEMRRIRERS) - PEBEHEA
BIEREENEAREIFT HBIHLE
B EEKTE

For the Period, the revenue and the loss of this segment were R ZARHIR it D2 WA MEE D BN A

approximately HK$0.04 million (2017: HK$0.5 million) and 40,000/ 7t ( —Z — -4 : 500,000/ jT) &

HK$57.4 million (2017: HK$38.7 million) respectively. 57,400,000/% 7t ( =% —+4F : 38,700,000/
TT) °
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Advanced Batteries Materials

The Group is dedicated to the research and development of
advanced batteries materials and has an experienced team of
experts with diverse expertise in energy management, system
controls, power conversion and energy storage technologies
for automobiles. During the Period, leveraging their combined
expertise, the Group has continued its efforts in the research and
development of single and few-layer graphene, which is an ideal
material for super batteries, electronic traction motor and power
electronic system for use in electric vehicles. The battery material
is still under its research and development stage and did not
generate any revenue for the Period.

- Other research project with academic and research

institution

One of the Group's ongoing research projects is a 7-year
project with the University of California focusing on
graphene materials for automobile applications, which is
expected to be completed in 2020.

- Protection of intellectual property rights

To protect its intellectual property rights, the Group is in the
course of applying for patent registration in respect of its
proprietary interest in an invention (namely, “Nanoporous
Graphene Naowires and Producing Methods and Application
of the Same”).

For the Period, there was no revenue recorded from this segment
of business (2017: Nil).
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Prospects

The Company has a long-term commitment to the global
automobile industry.

The PRC government is keen on combating air pollution and
narrowing the competitive gap between the global rivals and
its domestic automakers. To this end, the PRC government has
postponed implementing tough new sales quotas for new energy
vehicles (NEVs), which cover all electric battery vehicles (including
electric plug-in hybrids), and set goals for NEVs to make up at
least one-fifth of the PRC auto sales by the end of the next two
decades. Besides, the Chinese government will extend tax rebate
on purchases of NEVs until the end of 2020, and the Ministry of
Finance of the PRC has announced that tax exemption for NEVs
will be extended until the end of 2020. These are welcoming
policies and incentives for the PRC automobile industry, as they are
expected to spark a flurry of electric car deals and new launches of
new models of NEVs, and prompt automakers to look for concrete
and solid technology for the manufacturing of NEVs. We are fully
confident about the market potentials for the development of
NEVs in the foreseeable future.

We believe that we have prepared the Group for the golden
opportunities as the Group has been developing, among other
things, technologies of powertrain, series of batteries and micro-
turbine range extender and equipped itself with the capability
of manufacturing the whole NEV on its own and formulated
business strategies to cater for the need of, and the anticipated
demand from, the vast of the market. Having said that, we will
not be complacent about our present ability and capability and
will continue to strive for further technological advancement
in the development of NEVs (through, among others, entering
into series of development stage for NEVs through co-operation
and other forms of strategic alliance, and setting up production
lines at strategic locations for the manufacture of NEVs, which
may or may not require additional funding requirement), build
up and maintain good relations and business connections with
governmental authorities, existing business partners as well as
potential strategic alliances (including other automakers).

We believe our business plans, our persistence in following our
business philosophy to bring ideas, innovations and changes to
the automobile industry and our unwavering efforts will allow
us to better pursue and diversify our businesses, widen our
income streams and ultimately create long-term values for all our
stakeholders.
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Material Acquisition or Disposal

The Group did not have material acquisition or disposal of assets
during the Period and any future plans for material investment or
capital assets (other than the existing projects and those disclosed
in this report).

Other Information and Events After the
Reporting Period

On 16 July 2018, the Group entered into three several conditional
equity transfer agreements in relation to the disposal of its
entire interest in T EBE B&EEIRBMR A A (Zhejiang
GBS Energy Co., Ltd.*) ("GBS") (representing an aggregate
of 25% of the entire equity interest of GBS) for a total
consideration of RMB88,614,062.38 (equivalent to approximately
HK$106,408,000) (the “GBS Disposal”). The GBS Disposal
constituted a very substantial disposal for the Company under
Chapter 14 of the Listing Rules. The GBS Disposal was yet to be
completed as at the date of this report.

Please refer to the Company's announcement dated 16 July 2018
and the Company's circular dated 27 August 2018 for details.

Other Information - Update on the Legal
Proceedings in the US Against Members of
the Group

As at the date of this report, neither the Company nor any of its
subsidiaries was engaged in any litigation or arbitration of material
importance and no litigation or claim of material importance is
known to the Directors to be pending or threatened by or against
the Company or any of its subsidiaries.
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For the sake of completeness and as disclosed and updated in
the Company’s announcements dated 26 March 2017 and 14
November 2017 and the Company’s annual report for the year
ended 31 December 2017 regarding, among other things, the
lawsuit commenced by Townsend Ventures LLC, XALT Energy
LLC and XALT Energy MI, LLC (collectively, “XALT") against the
Company and one of its wholly-owned subsidiaries, Billion Energy
Holdings Limited (“Billion Energy”), the supply agreement dated
20 March 2015 entered into between Billion Energy and XALT
Energy MI, LLC for the supply of battery cells was at the core of
a civil lawsuit (the “Lawsuit”) commenced by XALT in the United
States District Court for the Northern District of Maryland (the
“U.S. District Court”), located in Baltimore Maryland. In August
2017, the U.S. District Court granted the Company’s motion
to compel that all claims in the Lawsuit be subject to binding
arbitration in Hong Kong, before the Hong Kong International
Arbitration Centre. The U.S. District Court ordered the Lawsuit
stayed, and administratively closed, unless and until there is a
conclusion to such an arbitration. The U.S. District Court therefore
will not preside over the Lawsuit, although it may consider an
application to enter a judgment if and when there is a final order
after arbitration before the Hong Kong Arbitration Centre. The
parties to the Lawsuit are ordered to report back to the U.S.
District Court after conclusion of any arbitration proceeding in
Hong Kong. Since the U.S. District Court’s order was issued and
as at the date of this report, XALT has not, to the Company’s
knowledge, taken any steps to initiate such an arbitration.

As at the date of this report, the Company was not aware of any
active, open litigation between the Company and XALT relating
to the claims stated in the Lawsuit, and there is no assurance that
any such proceeding will or will not be commenced.
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Substantial Shareholders’ Interests in the
Share Capital of the Company

As at 30 June 2018, so far as is known to any director(s) or chief
executive of the Company, the following parties (other than the
directors or chief executive of the Company) were recorded in the
register kept by the Company under section 336 of the Securities
and Futures Ordinance (Chapter 571 of the Laws of Hong Kong)
(the “SFO"), or as otherwise notified to the Company, as being
directly or indirectly interested or deemed to be interested in 5%
or more of the issued share capital of the Company:

FERRRFLAFRFRZER

R-ZB-NFRA=1TH BRARFEME
EHBBTRABHN THAL (FRER
AREFLBBTHAR) RAR T5%3k A
E2 BETRARREA RBRAEEALE
1R 5 R D) (B BR0I5571%) 5
3360 2 BREMAMEE HE BTARE
AR EE SRR

Number
Name Capacity/Nature of interest of Shares Percentage
1 v 1 gk =131 i3 8 BRL
(Note 4)
(PHf7E4)
Sun East LLC Beneficial owner (Note 1) 2,673,071,189 13.13%
EmER A (M)
Yeung Yung Interest of controlled corporation (Note 2) 2,673,071,189 13.13%
M RELE s (MiEE2)
Beneficial owner (Note 3) 68,140,000 0.33%
EmER A (ME3)
2,741,211,189 13.46%
Notes: Bt 5

1. Sun East LLC is owned as to 35% by Dr Yeung Yung (shared
commonly with his spouse under the laws of California, the US) and
65% by Mr Ma Manwai (alias Ma Manwai, Philip) and Mr Jimmy
Wang (alias Wang Jian) as co-trustees for certain trusts established
for the benefit of the children of Dr Yeung Yung on 30 December
2002. Dr Yeung Yung (as well as his spouse) was deemed to be
interested in these 2,673,071,189 Shares held by Sun East LLC
under Part XV of the SFO.

2. These 2,673,071,189 Shares are the same parcel of Shares held
by Sun East LLC in which Dr Yeung Yung (as well as his spouse) is
deemed interested under Part XV of the SFO.

3. These 68,140,000 Shares are directly held by Dr Yeung Yung, in
which his spouse is deemed interested under Part XV of the SFO.

4. The percentage of shareholding is calculated on the basis of
20,352,872,747 Shares in issue as at 30 June 2018 and does not
take into account any Shares which may fall to be allotted and
issued upon exercise of any subscription rights attaching to any
share options granted by the Company.

Save as disclosed above, no person, other than those Directors
whose interests are set out in the section “Directors’ and chief
executive’s interests and short positions” below, had registered an
interest or short positions in the share capital or underlying shares
of the Company that was required to be recorded under Section
336 of SFO.
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FE+-AZ+HRY UMIRiE+zTrhE
S A RIEFEF LB IEHIEXVES - (D5
B (REEB)H1R AFSun East LLCATHF
2,673,071,189 M R HE A #E s o

2. #%2,673,071,189B% % {n B Sun East LLCIEH
2R —HRE D IRIEE H R A E A EXY
EE :jﬁﬂﬁﬂtﬁi (RERB)WRBRERES

3. %68,140,000fk R B RIE T HEEFE
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REREERES-
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Directors’ and Chief Executive’s Interests and
Short Positions

As at 30 June 2018, the interests and short positions of the
directors and the chief executive of the Company in the shares,
underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
SFO) as recorded in the register kept by the Company pursuant
to Section 352 of the SFO or as otherwise notified to the
Company and The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers set out in Appendix
10 to the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”) were as follow:

(1) Long positions in the ordinary shares (each a
“Share"”) of HK$0.10 each in the Company
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EERERBITRARZHER
nRE

RZBE-N\FEXNA=TH ARAEEFRK
BITRABRARRHEEMBE LR (F
& REF LB RBIEXVED) Z ity - 1R
MXEHFEBREES KB KRG 352
BARRFE 2 BRMARE XEREE
BMAEXSARAR ([BRAH])FH LD
AN (T EMRRL) M8+ s EmBITAE
FETEFRINEETARTHEARF]
KR HEm FORBIAT |

(1) RAQAFEREEI10EBTEER
(BB—RIR@T]) 2FE

Approximate
percentage of

Name of Director Number of Shares  Capacity/Nature of interest shareholding
EERRE Biz&E L UVE F-id BRE&SHESH
(Note 1)
(FizE1)
Yeung Yung 2,673,071,189 Interest of Controlled corporation
[k (Note 2)  S¥ExEHER
(PFiF&E2)
68,140,000 Beneficial owner
EnEEA
2,741,211,189 13.46%
(Note 3)
(FF7E3)
Xu Jianguo 30,000,000 Beneficial owner 0.15%
REE ExEBA
Hui Wing Sang, Wilson 2,904,000 Beneficial owner 0.01%
K& EmEEA
Huang Chunhua 65,000,000 Beneficial owner 0.32%
-t ExEEA
Wang Chuantao 30,000,000 Beneficial owner 0.15%
TE EmEEA
Liu Stephen Quan 281,760,000 Founder of trust
2% (Note 4) Interest of children under 18
(Mrsxa)  {EsEAlIsA
NI A
10,000,000 Beneficial owner
ExEEA
291,760,000 1.43%
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Approximate
percentage of
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Name of Director Number of Shares  Capacity/Nature of interest shareholding
EElR BiT&E & HauE RiEEHESL
(Note 1)
(PH3EET)

Zhu Shengliang 22,043,883 Beneficial owner 0.11%

KBR EaEEA

Li Zhengshan 26,270,000  Beneficial owner 0.13%

ZIEW ExEEA

Ting Kwok Kit, Johnny 3,000,000 Beneficial owner 0.01%

T B4t EmEEA

Chen Xiao 25,000,000  Beneficial owner 0.12%

BREE EaEEA

Cheng Tat Wa 1,300,000  Beneficial owner 0.006%

iipe =3 ExEEA

Chan Sin Hang 500,000  Beneficial owner 0.002%

R EmEEA

Notes: B 5 -

(1) The percentage of shareholding is calculated on the basis () BHRESLER=ZZ-—NF~A=1
of 20,352,872,747 Shares in issue as at 30 June 2018 and A B2 #1720,352,872,7470& A 17 &
did not take into account any Shares which may fall to be H WEN R ERARRER L 2
allotted and issued upon exercise of any subscription rights EfrT B AR 4 P P ] SR B RE A TR T
attaching to any share options granted by the Company. AR RBET2EMRS -

(2)  These Shares are held by Sun East LLC. Sun East LLC is a (2)  ZERMASUN East LLCIFEA ° Sun
limited liability company incorporated in California, the US, East LLC JhPA KB hn sk pk 32 2 B IR
which is owned as to (i) 35% by Dr Yeung Yung (shared F ()P RS B 35%Em (1R
commonly with his spouse under the laws of California, the BEBEMMERIRERBRERSESE)
US) and (i) 65% by Mr Ma Manwai (alias Ma Manwai, Philip) MG ERERTREERAET
and Mr Jimmy Wang (alias Wang Jian) as co-trustees for TD:’EZAH{*?/\%E_GS%%E i
certain trusts established for the benefit of the children of Dr ZERFARZZEEF+=-A=1H
Yeung Yung on 30 December 2002. Dr Yeung Yung (as well B CUMREL 2 FRRERA
as his spouse) was deemed to be interested in the Shares held IRYRFEFH & B E GBI SEXVED - (Dl 3
by Sun East LLC by virtue of Part XV of the SFO. + (REBAS) #AR AR Sun East LLC

sl PR R

(3)  The spouse of Dr Yeung Yung is deemed to be interested in (3) WEFEFRBEEIIEXVE  (IEE
the Shares beneficially held by Dr Yeung Yung by virtue of TZREBEEANMIBELERTE
Part XV of the SFO. B R

(4)  These Shares were indirectly owned by certain trusts of which (4) ZERNDBIRTERBBAZET

Mr Liu Stephen Quan were the founder. The children of
Mr Liu were eligible beneficiaries of the trusts. Mr Liu was
deemed to be interested in these Shares by virtue of Part XV
of the SFO.
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ERzZABERIEBEA - REFHFLB
BEPIEXVEL - BIEERRR/RZEF
Betn b A R en o
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(2) Interests in share options of the Company (2 MAERTFBREZER
Number of
underlying

Shares

subject to  Approximate
outstanding  percentage of

Name of Director Date of grant Exercisable period Exercise price Options  shareholding
i RITHE
e
FERZ 133080
EERE #HEH AT EHRE fIER #HHEERHBHE BEAL
(HK$) (Note)
(B7) (F3E)
Xu Jianguo 20 November 2014 20 November 2014 to 0.201 50,000,000 0.25%
19 November 2024
REE —T-mE “T-mEt-AZtRE
+—AZ+H “E-WFE+-A+NAE
Hui Wing Sang, 6 September 2013 6 September 2013 to 0.108 60,000,000
Wilson 5 September 2023
K 2% ZE-ZFNARBE
NARE “E-=FNAEA
20 November 2014 20 November 2014 to 0.201 50,000,000
19 November 2024
—E-mE “E-WFE+—AZ+HZE
+—AZ+H “E-WFE+—-A+NBE

110,000,000 0.54%
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Number of
underlying
Shares
subjectto  Approximate
outstanding percentage of
Name of Director Date of grant Exercisable period Exercise price Options  shareholding
HARTE
Mk
FRiERZ e
EERA = AH AT R fTER HRERHHE BAlt
(HK$) (Note)
(B7T) (BEE)
Huang Chunhua 20 November 2014 20 November 2014 to 0.201 50,000,000 0.25%
19 November 2024
BEE —Z-mE “Z-ME+—A=THE
+—A=+H “E-EF+—A+hA
Wang Chuantao 20 November 2014 20 November 2014 to 0.201 30,000,000 0.15%
19 November 2024
TIE “T-mE “T-MFEt—AZtTHE
+—A=+H ZEZEET—-ATAH
Liu Stephen Quan 6 September 2013 6 September 2013 to 0.108 10,000,000 0.05%
5 September 2023
2R —T-=F% ZE-=FNARBE
NARA —E-=FNhARA
Zhu Shengliang 6 September 2013 6 September 2013 to 0.108 20,000,000
5 September 2023
KBR —E-=F ZE-=FAARAE
NARA ZZZ=FNARA
20 November 2014 20 November 2014 to 0.201 20,000,000
19 November 2024
—F-mF ZF-NF+—-A=tHE
+—A=+H “E-WE+—A+TNA
40,000,000 0.20%
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Number of
underlying
Shares
subjectto  Approximate
outstanding percentage of
Name of Director Date of grant Exercisable period Exercise price Options  shareholding
WRTE
MR
RiERZ 12473 5
EEpa wmHAH AT E R fiER HERGHE Bk
(HKS) (Note)
(B7) (H3E)
Li Zhengshan 6 September 2013 6 September 2013 to 0.108 20,000,000
5 September 2023
FIEW —T-=f “Z-Z5AAREE
NARE “ZZ=fAARA
20 November 2014 20 November 2014 to 0.201 50,000,000
19 November 2024
S pife3 “E-ME+-—AZ+HZE
+—A=+H “ZoWFE+—-A+NBE
70,000,000 0.34%
Ting Kwok Kit, 6 September 2013 6 September 2013 to 0.108 32,000,000
Johnny 5 September 2023
TEI# “E-=f “E-=FNARAEZE
NAKRA ZEZ=FNARA
20 November 2014 20 November 2014 to 0.201 25,000,000
19 November 2024
“T-JF “E-WE+-AZtHE
+—A=+H —Z_mET-A+AE
57,000,000 0.28%
Chen Xiao 20 November 2014 20 November 2014 to 0.201 50,000,000 0.25%
19 November 2024
FRB —R-mE “E-EET-AZtHE
+—A=+H “Z-WFE+—-A+NBE
Xia Tingkang, Tim 6 September 2013 6 September 2013 to 0.108 10,000,000
5 September 2023
BER —E-=fF “Z-=FNAREZE
AARE ZZZ=FNAAA
20 November 2014 20 November 2014 to 0.201 10,000,000
19 November 2024
S pife3 “E-ME+-—AZ+HZE
+—A=+H “Z-WFE+—-A+NBE
20,000,000 0.10%
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Number of

underlying

Shares
subjectto  Approximate
outstanding percentage of

Name of Director Date of grant Exercisable period Exercise price Options  shareholding
WRTE
{21
RERZ BN
EEnE BB AT ERR TR HRERKEAE AL
(HK$) (Note)
(&) (M)
Song Jian 6 September 2013 6 September 2013 to 0.108 10,000,000
5 September 2023
R =% “Z-Z¥AARBZE
AAKRA ZEZ=FNARAA
20 November 2014 20 November 2014 to 0.201 10,000,000
19 November 2024
—Z-mE —EZ-mF+—A=t+HZE
+—-R=+H “E-mE+-ATAR
20,000,000 0.10%
Zhu Guobin 6 September 2013 6 September 2013 to 0.108 10,000,000
5 September 2023
RELE —E-=F “T-=§NA~BZE
NAKRA ZZZ=fhARA
20 November 2014 20 November 2014 to 0.201 10,000,000
19 November 2024
—T-mEF —ZT-ME+—A=ZTHE
+-A=+H —ZomE+-ATAR
20,000,000 0.10%
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Number of
underlying
Shares
subjectto  Approximate
outstanding percentage of
Name of Director Date of grant Exercisable period Exercise price Options  shareholding
WRTE
e
FZRZ i3 2085
EERE A% AT ERR fiER #HHEERHBHE B
(HKS) (Note)
(B7) (BE)
Cheng Tat Wa 20 November 2014 20 November 2014 to 0.201 5,000,000 0.025%
19 November 2024
W —T-mE —mE+—AZTHZE
+—A=+H _7_E¢+ A+hB
Li Jianyong 6 September 2013 6 September 2013 to 0.108 10,000,000
5 September 2023
FEE =% “Z-ZHAAREE
NARE “ZZ=FAARA
20 November 2014 20 November 2014 to 0.201 20,000,000
19 November 2024
“T-mF —mE+—A=+BE
+—A=+H _7_E¢+ A+hB
30,000,000 0.15%
Chan Sin Hang 20 November 2014 20 November 2014 to 0.201 4,500,000 0.02%
19 November 2024
REM —mE —mE+—-AZ+HZE
+—A=+H _?_E¢+ A+hB
Note: Bt

The percentage of shareholding is calculated on the basis of
20,352,872,747 Shares in issue as at 30 June 2018.

Save as disclosed above, none of the Directors or the chief
executive of the Company had or were deemed to have any
interests or short positions in any shares, underlying shares or
debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) as at 30 June 2018.

BRESHIER-ZE—N\FA=Z+HE%
720,352,872, 747 &1 &t & -

%ti%ﬁ%%%'\_ =
BEARREEIRSTHRABRAR
7&HT£T"J$HHW/£@ (EERBHFLBER
BISEXVER) 2 (B - RRIR Y B
BERERBREAEARRIAR -

—N\FXA

7

+
AN
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Share Option Scheme

The Company adopted a share option scheme (the “Old Scheme”)
on 12 June 2003, which was expired on 11 June 2013. The share
option scheme currently in force was adopted on 13 June 2013
(the “Scheme") pursuant to an ordinary resolution passed by the
shareholders of the Company at the annual general meeting of
the Company held on 13 June 2013.

The following share options were outstanding during the period
from 1 January 2018 to 30 June 2018 (the “Period”):

MRExE AT R

ARBRZEBEE=ZF A+ _BRMN—BE
fEiEsT Sl ([E5t8l]))  EffERN =2 —=F
ANAT—BEE-REE R EBRAETET
BEARAFBRER -_E—=F,A+=H%
TZARRRRBFAS LRBZ —BEB
RBER-_E—Z=ZFXA+=8HH ([
gl) -

DTBRER-E—\E—A—HE-F
—N\EABZ+ BRI (ER)) kAT

Share options
lapsed/
Name/ Reclassification Share cancelled Share
Category of As at during Options during Options Asat Dateof Exercise Exercise
Participant 1 January 2018 the Period Granted the Period Exercised 30 June 2018  Grant Price Period
RIB-N\E Li]a] HhE%y/ BfifE RIZ-I\%F

SHENE /B -R-H ENSE CEHBEE OSaREE BRE KXA=tE HBHAM fTEE  TES
Director
f 4
Xu Jianguo 50,000,000 - - - - 50,000,000 ANote5  MNote5  MNote5
R Mits  WEts s
Hui Wing Sang, Wilson 27,000,000 - - (27,000,000) - - MNotel  MNotel  MNote!
K mir o Wit Bt

60,000,000 - - - - 60000000 AMote3  MNote3  MNote3

Witz Wiz W3
50,000,000 - - - - 50000000 AMote5  MNote5 — Note5
Mits  WEts M

Huang Chunhua 50,000,000 - - - - 50,000000 AMote5 — Note5  Notes
BEE Mits  WEts M
Wang Chuantao 30,000,000 - - - - 30000000 AMote5  MNote5  Note5
TliE Mits  WEts M
Liu Stephen Quan 10,000,000 - - - - 10,000,000 Aote3  Note3  Note3
A% Witz Witz W3
Zhu Shengliang 20,000,000 - - - - 20,000000 MNote3  Note3  Note3
ABR Witz Wiz W3

20,000,000 - - - - 20000000 AMote5  MNote5  Note5
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Share options
lapsed/
Name/ Redlassification Share cancelled Share
Category of As at during Options during Options Asat Dateof Exercise Exercise
Participant 1 January 2018 the Period Granted the Period Exercised 30 June 2018  Grant Price Period
RIB-N\% Lo BRE%Y/ Bffff RIZ-I\§
SHENE /BRI -B-H EHifE CHHBERE SHERE WER®E KXAStHE BHAH TER TES
Li Zhengshan 20,000,000 = = = - 20000000 ANote3  MNote3  MNote3
=qall W3 W#E3 W
50,000,000 - - - - 50,000,000 Aote5  MNote5  Notes
its s HHES
Ting Kwok Kit, Johnny 32,000,000 = = = - 32000000 ANote3  MNote3  Note3
THE W3 W#E3 W
25,000,000 - - - - 25000000 AMote5  MNote5  Notes
its  WEs  HHES
Chen Xiao 50,000,000 = = = - 50000000 ANote5  MNote5 — MNotes
R its s HHES
Xia Tingkang, Tim 10,000,000 - - - - 10,000,000 MNote3  MNote3  Note3
BER W3 W#3 WE
10,000,000 - - - - 10,000,000 AMote5  MNote5  Notes
Wits s HHES
Song Jian 10,000,000 = = = = 10,000,000 ANote3  MNote3  MNote3
Rig W3 W#3 W
10,000,000 - - - - 10,000,000 AMote5  MNote5  Notes
Wits WS HHES
Zhu Guobin 10,000,000 = = = - 10000000 ANote3  MNote3  MNote3
RE W3 W#3 W
10,000,000 - - - - 10,000,000 AMote5  MNote5  Notes
its  WEs  HHES
Cheng Tat Wa 5,000,000 = = = = 5000000 AMNote5 — Note5 — Note5
ez its W5 HHES
Li Jianyong 10,000,000 = = = - 10000000 ANote3  MNote3  MNote3
FEB W3 W#3 W
20,000,000 - - - - 20000000 AMote5  MNote5  Notes
Wits s HHES
Chan Sin Hang 4,500,000 - - - - 4500000 ANote5 — Note5 — Notes
REE its WS HHES
Sub Total: 593,500,000 - - (27,000,000) - 566,500,000
INEt:
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Share options
lapsed/
Name/ Reclassification Share cancelled Share
Category of As at during Options during Options Asat Dateof Exercise  Exercise
Participant 1 January 2018 the Period Granted the Period Exercised 30 June 2018  Grant Price Period
RZB-N\E Lo Hme%y/ BifE RZZ-0\E
SHENE /B -R-H ENSR CHEHBRE HSHmRe BRE KNAZtE RUHAW fTER OES
Employee (in aggregate) 17,000,000 = = (2,000,000) (15,000,000 - MNotel  Notel  Note!
& (A5 M i Wi
104,500,000 = = = - 104500000 Aote3  Note3  Note3
Wiz WHEz W
278,000,000 = = = - 278,000,000 AMNote5  MNote5 — Notes
Mas  mEs WS
25,000,000 = = = - 25000000 AMNote8  MNote8  Note8
s HiHs s
10,000,000 = = = = 10,000,000 ANote9  Note9 — Note9
M9 WH9 Wi
Sub Total 434,500,000 = - (20000000 (150000000 417,500,000
INat
Other eligible persons:
(in aggregate) 5,000,000 = = (5,000,000) = - MNotel  Notel  Note!
EtAERAL: (A3 M i Wi
196,000,000 = = = - 19,000,000 AMNote3  MNote3  Note3
Wiz WHEz o W
21,000,000 = = = - 21,000000 AMNoted  Noted  Noted
Mid  Wid4 Wi
216,000,000 = = = - 216000000 AMNote5 — MNote5 — Notes
Was  mEs WS
400,000,000 = = = - 400,000,000 AMNote6  MNote6  Noteb
M6 Wiits M6
200,000,000 = = = - 200,000,000 AMNote7  Note7  Note7
Wiz W7 W7
Sub Total 1,038,000,000 = - (5000000 - 1,033,000,000
INst
Total: 2,066,000,000 = = (34,000,000 (15,000,000) 2,017,000,000
@it
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Notes:

These share options were granted on 6 February 2008 and are
exercisable at a subscription price of HK$0.114 per share at any
time during the period of 10 years from 6 February 2008 to 5
February 2018.

These share options were granted on 4 December 2012 and are
exercisable at a subscription price of HK$0.12 per share at any time
during the period of 8 years from 1 January 2015 to 3 December
2022.

These share options were granted on 6 September 2013 and are
exercisable at a subscription price of HK$0.108 per share at any
time during the period of 10 years from 6 September 2013 to 5
September 2023.

These share options were granted on 29 July 2014 and are
exercisable at a subscription price of HK$0.1136 per share at any
time during the period of 10 years from 29 July 2014 to 28 July
2024.

These share options were granted on 20 November 2014 and are
exercisable at a subscription price of HK$0.201 per share at any
time during the period of 10 years from 20 November 2014 to 19
November 2024.

These share options were granted on 14 July 2015 and are
exercisable at a subscription price of HK$0.395 per share at any
time during the period of 10 years from 14 July 2015 to 13 July
2025.

These share options were granted on 29 November 2016 and are
exercisable at a subscription price of HK$0.24 per share during the
3-year validity period (validity period) from 29 November 2016 to 28
November 2019 in the manner as set out below:

o up to 50% of the total number of share options granted
(that is, 100,000,000 share options) will become exercisable,
if at any time during the validity period, the market
capitalization of the Company reaches HK$6,000,000,000 or
above;

. the remaining 50% (that is, 100,000,000 share options) of
the total number of share options will become exercisable,
if at any time during the validity period, the market
capitalization of the Company reaches HK$8,000,000,000 or
above.

All outstanding or unexercised share options granted shall
lapse on 28 November 2019 or the date of termination of the
Investor Relations Agreement (as referred to in the Company's
announcement dated 29 November 2016), whichever is the earlier.
Please refer to the Company’s announcement dated 29 November
2016 for details.

These share options were granted on 9 December 2016 and are
exercisable at a subscription price of HK$0.228 per share at any
time during the period of 10 years from 9 December 2016 to 08
December 2026.

These share options were granted on 20 January 2017 and are
exercisable at a subscription price of HK$0.1872 per share at any
time during the period of 10 years from 20 January 2017 to 19
January 2027.
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Purchase, Sale or Redemption of the
Company’s Listed Securities

During the Period, neither the Company nor any of its subsidiaries
had purchased, sold or redeemed any of the Company’s listed
securities.

Fund Raising Activities and Use of Proceed
During the Period

During the Period, the Company had not undertaken any fund
raising activity.

Liquidity, Financial Resources, Capital
Structure and Treasury Policy

As at 30 June 2018, the total equity of the Group amounted
to approximately HK$1,406.8 million (31 December 2017:
HK$1,598.9 million).

The gearing ratio of the Group as at 30 June 2018 measured
in terms of total liabilities divided by shareholders’ equity was
approximately 5.08% (31 December 2017: 3.96%).

As at 30 June 2018, net current assets of the Group were
approximately HK$622.6 million (31 December 2017: HK$857.0
million). The pledged bank deposits were approximately HK$2.0
million (31 December 2017: HK$2.0 million). The cash and cash
equivalents amounted to HK$98.4 million, included in which
approximately HK$18.87 million and HK$69.80 million was
denominated in Renminbi and United States dollar, respectively.
(31 December 2017: HK$311.7 million, included in which
approximately HK$102.7 million and HK$191.78 million was
denominated in Renminbi and United States dollar, respectively).

The Group adopts a conservative and balanced treasury policy in
cash and financial management. The Group’s cash is generally
placed as deposits mostly denominated in Hong Kong dollars,
United States dollars or Renminbi. To manage liquidity risk,
the Group regularly reviews liquidity position to ensure that
the liquidity structure of the Group’s assets, liabilities and
commitments can meet its funding requirements.

BE HEXREFLF LHES

RAHEA - NA R R EATATH B R A5 E
BE HEIBLRARR ZEM LHES-
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Pledge of the Group’s Assets

As at 30 June 2018, the Group had pledged its bank deposits
of HK$2.0 million (31 December 2017: HK$2.0 million) to the
Group's bankers to secure corporate credit cards facilities granted
to the Group.

Exposure to Fluctuations in Exchange Rates
and Any Related Hedges

During the Period, almost all of the income and expenditure of the
Group were denominated in Renminbi, Euro, Hong Kong dollars
and/or United States dollars, and the Group had no significant
exposure to foreign exchange fluctuations and therefore, had not
taken any financial instruments for hedging purpose.

Human Resources and Remuneration Policies

The Group had a total of approximately 284 employees as at
30 June 2018 (31 December 2017: 294 employees). It has been
the Group’s policy to ensure that the remuneration levels of the
Directors and its employees are reviewed and rewarded on a
performance-related basis within the general framework of the
Group's salary and bonus system. Share options may also be
granted to the Directors and employees of the Group to attract,
retain and incentivise them to work and make contribution
towards the long term growth and development of the Group.

Corporate Governance

Throughout the Period, the Company had applied the principles
and complied with the code provisions set out in the Corporate
Governance Code contained in Appendix 14 to the Listing Rules.

Securities Transactions by Directors

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers set out in Appendix
10 to the Listing Rules (the “Model Code"”) as its own code of
conduct governing securities transactions by the Directors. Having
made specific enquiry of all Directors by the Company, all Directors
confirmed to the Company their compliance with the required
standards set out in the Model Code during the Period.
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Review of Financial Statements

The audit committee of the Company (comprising Mr Cheng Tat
Wa (as chairman), Mr Chan Sin Hang and Mr Lee Cheung Yuet,
Horace, all are independent non-executive Directors) had reviewed
and discussed with the management of the Company the Group's
condensed consolidated financial statements for the Period. The
interim results of the Group for the Period are unaudited and have
been reviewed by the auditors of the Company.

By order of the Board
Hybrid Kinetic Group Limited
Yeung Yung
Chairman

Hong Kong, 31 August 2018

*  For identification purpose only
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