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CHAIRMAN'S LETTER TO SHAREHOLDERS

ERBRRRE

Dear shareholders of the Company (the “Shareholders”),

On behalf of the board (the “Board”) of the directors (the “Directors”) of
Sandmartin International Holdings Limited (the “Company’, together with its
subsidiaries collectively referred to as the “Group”), | am pleased to present the
interim results of the Group for the six months ended 30 June 2019.

Over the past six months, the financial performance of the Group was
improving despite the uncertainties on the global economic development
arising from the China-United States trade war. The efficiency of the Group's
operations and profitability increased as a result of continuing streamlining
of workflows of its manufacturing segments and cost saving measures such
as outsourcing of productions to subcontractors. Moreover, the completion
of the disposal of My HD Media FZ-LLC ("MyHD") in June 2019 relieved the
Group from the heavy financial burden in maintaining the daily operations of
MyHD. In response to the China-United States trade war, the Group mitigates
the impact by strengthening its supply chain management to produce
components and accessories in Vietnam and India, serving the purpose of
avoiding the tariffs imposed by the United States on products from China.

For the Company’s 47.12%-owned associate, Dish Media Network Limited
("Dish Media”, the largest pay television operator in Nepal), it secured a
customer base exceeding a million subscribers in Nepal and was profitable in

consecutive years since 2015.

Going forward, the Company believes that the growth of the Group will
depend on business opportunities arising from new 5G peripherals and related
products. In anticipation of such business opportunity, the Group's research
and development team is developing new 5G related products with reference
to the market trend, such as small cell technology and networks. New products
under development include next generation radio frequency and antenna
products. The Group's research and development team is working on these
products in the research center in Hsinchu, Taiwan. Hopefully, the Group's new
5G related products will bring about more business opportunities as well as
revenue and profits.

*  Foridentification purpose only
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CHAIRMAN'S LETTER TO SHAREHOLDERS (Continued)

TRBAR RS (7

In anticipation of the escalation of geo-political and geo-economic tensions,
disputes on international trade arising from protectionism, the Group will make
every endeavour to identify business opportunities with promising potential in
the manufacturing segment or even other sectors so as to diversify our income
source to weather the possible adverse cycle. With the dedicated management
and execution capabilities of our top management team, the Group remains
confident in seizing the opportunities amidst the challenging landscape.

All'in all, we are thankful for the patience and continuous support from
our dedicated employees, the management, invaluable business partners,
Shareholders and investors. We look forward to sharing the rewards ahead with
you.

Lau Yau Cheung

Chairman
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MANAGEMENT DISCUSSION AND ANALYSIS

BB A A B AT

FINANCIAL HIGHLIGHT AND BUSINESS REVIEW

The Group recorded an increase in gross profit margin from continuing
operations from 10.82% for the six months ended 30 June 2018 to 15.58% for
the six months ended 30 June 2019 due to the resumption of delivery of the
preceding model of low noise blocking down converters (“LNBs") to one of the
major customers of the Group in North America.

MEDIA ENTERTAINMENT PLATFORM RELATED
PRODUCTS

In the first half of 2019, the Group’s media entertainment platform related
products segment faced fierce market competition from other set-top box
manufacturers in the People’s Republic of China (“PRC"). In response to the
fierce market competition, the Group continued to explore new business
opportunities in other locations, such as customers in South Asia. The revenue
of this segment was decreased by 8.56% as compared with the six months
ended 30 June 2018.

—  Segment revenue of media entertainment platform related products

was approximately HK$119.1 million (30 June 2018: HK$130.3 million).

—  Segment results from operations were approximately HK$20.9 million (30
June 2018: HK$19.6 million).

—  Segment margin was 17.51%, which was increased by 2.48 percentage-
point as compared with the segment margin of 15.03% for the six
months ended 30 June 2018.

Outlook

The market competition is fierce due to direct competition from other set-
top box manufacturers in the PRC, and the surge in raw material prices which
reduced the profit margin of the products. The Group is exploring new markets
for its set-top boxes, such as customers in South Asia. The China-United States
trade war is not expected to have material adverse impact on this segment as
the Group does not have set-top boxes customers in the United States.
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l\/\ANAGEI\/\ENT DISCUSSION AND ANALYSIS (Continued)

BIRE & am B AT ()

OTHER MULTIMEDIA PRODUCTS

In the first half of 2019, the Group's other multimedia products segment
continued to enhance the product portfolio and reduced the product costs
by outsourcing and supply chain integration. The Group's other multimedia
products segment was able to maintain its profitability. Major products of
this segment included high definition multimedia interface (‘"HDMI") cables,
multimedia accessories, external batteries and retractable chargers. Segment
results increased by 20.9% due to the increase in profit margin for the

electronic products.

—  Segment revenue of other multimedia products was approximately
HK$131.9 million (30 June 2018: HK$123.3 million).

—  Segment results from operations were approximately HK$16.9 million (30
June 2018: HK$14.0 million).

—  Segment margin was 12.79%, which was increased by 1.47 percentage-
point as compared with the segment margin of 11.32% for the six
months ended 30 June 2018.

Outlook

We are enhancing our product portfolio and developing new businesses.
New products, such as retractable chargers and ultraviolet light sterilizers
will be launched in the second half of 2019. The China-United States trade
war has some impact on this segment as some of the customers are in the
United States. We are trying to minimize the impact by sourcing from suppliers
outside the PRC.

SATELLITETV EQUIPMENT AND ANTENNA PRODUCTS
The Group's satellite TV equipment and antenna products segment resumed
the delivery of the preceding model of LNBs to one of the major customers in
North America. The revenue of the Group's satellite TV equipment and antenna
products segment showed a 10.05% decrease compared with the six months
ended 30 June 2018.

—  Segment revenue of satellite TV equipment and antenna products was
approximately HK$416.5 million (30 June 2018: HK$463.1 million).
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I\/\ANAGEI\/\ENT DISCUSSION AND ANALYSIS (Continued)

BIRE & o B AT ()

—  Segment results from operations were approximately HK$54.0 million (30
June 2018: HK$28.5 million).

—  Segment margin was 12.97%, which increased by 6.82 percentage-
point as compared with the segment margin of 6.15% for the six months
ended 30 June 2018.

Outlook

LNBs are receiving devices mounted on satellite dishes used for reception,
which collect microwaves from the satellite dishes and facilitate the
transmission of satellite television signals. Apart from the sales of LNBs to the
customers in North America, we are exploring business opportunities in other
areas such as cross-selling LNBs to other existing customers of the Group
in South Asia. The China-United States trade war has some impact on this
segment as some of the customers are in the United States. We are trying to
minimize the impact by relocating some productions to India and sourcing
from suppliers outside the PRC.

SATELLITE TV BROADCASTING

Following the disposal of MyHD, the business of satellite TV broadcasting of
the Group had been discontinued.

GEOGRAPHICAL RESULTS

Africa

—  Segment revenue for Africa for the six months ended 30 June 2019 was
approximately HK$1.8 million, as compared with the six months ended
30 June 2018 of approximately HK$4.5 million.

—  60.0% drop in segment revenue compared with the six months ended
30 June 2018.

—  Africa’s portion accounted for approximately 0.3% of the Group's total
revenue from continuing operations for the six months ended 30 June
2019 (six months ended 30 June 2018: 0.6%).
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l\/\ANAGEI\/\ENT DISCUSSION AND ANALYSIS (Continued)

BIRE & am B AT ()

Asia

—  Segment revenue for Asia for the six months ended 30 June 2019 was
approximately HK$188.7 million, as compared with the six months
ended 30 June 2018 of approximately HK$140.3 million.

—  34.5% increase in segment revenue compared with the six months
ended 30 June 2018.

— Asia’s portion accounted for approximately 28.3% of the Group's total
revenue from continuing operations for the six months ended 30 June
2019 (six months ended 30 June 2018: 19.6%).

Europe

—  Segment revenue for Europe for the six months ended 30 June 2019 was
approximately HK$63.6 million, as compared with the six months ended
30 June 2018 of approximately HK$97.0 million.

—  34.4% drop in segment revenue compared with the six months ended
30 June 2018.

—  Europe’s portion accounted for approximately 9.5% of the Group's total
revenue from continuing operations for the six months ended 30 June
2019 (six months ended 30 June 2018: 13.5%).

Middle East

—  Segment revenue for Middle East for the six months ended 30 June 2019
was approximately HK$31.8 million, as compared with the six months
ended 30 June 2018 of approximately HK$10.2 million.

—  211.8% increase in segment revenue compared with the six months
ended 30 June 2018.

—  Middle East’s portion accounted for approximately 4.8% of the Group's
total revenue from continuing operations for the six months ended 30
June 2019 (six months ended 30 June 2018: 1.4%).
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MANAGEMENT DISCUSSION AND ANALYSIS (Continued)
B DT ()

North America

Segment revenue for North America for the six months ended 30 June
2019 was approximately HK$374.6 million, as compared with the six
months ended 30 June 2018 of approximately HK$457.9 million.

18.2% drop in segment revenue compared with the six months ended
30 June 2018.

North America’s portion accounted for approximately 56.1% of the
Group's total revenue from continuing operations for the six months
ended 30 June 2019 (six months ended 30 June 2018: 63.9%).

South America

Segment revenue for South America for the six months ended 30
June 2019 was approximately HK$6.4 million, as compared with the six
months ended 30 June 2018 of approximately HK$6.1 million.

4.9% increase in segment revenue compared with the six months ended
30 June 2018.

South America’s portion accounted for approximately 1.0% of the
Group's total revenue from continuing operations for the six months
ended 30 June 2019 (six months ended 30 June 2018: 0.8%).

Outlook
As our business in Asia, Europe and North America accounted for the majority

of our Group's revenue, we shall focus in these regions in the future.
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FINANCIAL REVIEW
B 75 1Bl R

REVENUE

Revenue from continuing operations for the six months ended 30 June 2019
was approximately HK$667.6 million, representing a decline of 6.8% compared
with approximately HK$716.7 million for the six months ended 30 June 2018.
The decrease in revenue was mainly due to the underperformance of the
Group's satellite TV equipment and antenna segment.

PROFIT/(LOSS) ATTRIBUTABLE TO OWNERS OF THE
COMPANY

Profit attributable to owners of the Company from continuing and
discontinued operations was approximately HK$146.0 million for the six
months ended 30 June 2019, compared with loss of approximately HK$62.9
million for the six months ended 30 June 2018. The profit mainly arose from
the gain on disposal of satellite TV broadcasting segment during the period
less the loss absorbed from the Group's discontinued operation — satellite TV
broadcasting segment as the subscription revenue was not able to cover the

programming costs of the satellite TV broadcasting.

EARNINGS/(LOSS) PER SHARE

Calculation of basic earnings per share for the six months ended 30 June
2019 was based on the profit attributable to owners of the Company and
the weighted average number of 3,278,825,335 ordinary shares in issue. Basic
earnings per share from continuing and discontinued operations was HK4.45
cents for the six months ended 30 June 2019, as compared with loss per share
of HK1.92 cents for the six months ended 30 June 2018.

FINANCE COSTS

The Group’s finance costs for the six months ended 30 June 2019 was
approximately HK$18.5 million, compared to approximately HK$14.0 million for
the six months ended 30 June 2018. Finance costs were increased due to the
increase of bank and other borrowings during the six months ended 30 June
2019.

INCOME TAX EXPENSE

Income tax expense for the six months ended 30 June 2019 was approximately
HK$3.6 million (30 June 2018: HK$4.7 million).
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FINANCIAL REVIEW (Continued)

B/ 755 (ol A ()

TRADE RECEIVABLES e & 5 BRR
2019 2018
—E-hF —N\F
HK$'000 HKS'000
FER FAT
Balance at 1 January — A—H®&E% 287,022 232,096
Balance at 30 June E’\/\ﬂ T B84 303,059 179,457
Average balance EH ek 295,041 205,077
Revenue for the period ended 30 June HE=NAZ=Z+H LRk 667,624 716,672
Average turnover days RSP EEEDN 81 52
As at 30 June 2019, the trade receivables of the Group, net of allowance of RZE—NFARA=+H K&HE E’Jﬁ%ﬁ%ﬁﬁﬁ
doubtful debts was approximately HK$303,059,000 (31 December 2018: PR RIREE %4 53030590008 T ( ZF— N\F
HK$287,022,000). The trade receivables turnover days was within the average +=A=+—H :287,022000%7T) ° ngﬂlféf% BR
credit period of 60 days to 120 days to the customers of the Group. MBEERXEBR G TASERFHNFEEEE0X

FE120RAA o

TRADE PAYABLES B E 5 R
2019 2018
—E-hF —E-NF
HK$’000 HKS$'000
FET FAT
Balance at 1 January R—A—BM&sH 385,904 326,350
Balance at 30 June RANA=+ B84 476,976 279,527
Average balance FHsEek 431,440 302,939
Cost of sales for the period ended 30 June HENAZTHIEEBEEEK KR 563,602 639,144
Average turnover days AR 140 87

As at 30 June 2019, the trade payables of the Group was approximately
HKS$476,976,000 (31 December 2018: HK$385,904,000). The increase in trade
payables turnover days was due to the tightening of settlement to the Group's

suppliers to preserve more cash for better cash flow management.
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FINANCIAL REVIEW (Continued)
B/ 75 (ol g (42)

NET ASSET VALUE PER SHARE

Calculation of net asset value per share was based on the net asset value
of the Group of HK$549.8 million (31 December 2018: HK$34.1 million) and
3,278,825,335 ordinary shares issued at 30 June 2019 (31 December 2018
3,278,825,335 ordinary shares). Net asset value per share at 30 June 2019 was
HK$0.17 (31 December 2018: HK$0.01).

LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2019, the overall cash and cash equivalent was HK$81.8 million (31
December 2018: HK$72.7 million). The Group's major financial resources were
derived from cash generated from financing activities and internal generated
cash flow.

The Group's current ratio (ratio of current assets to current liabilities) was 0.83
as at 30 June 2019 (31 December 2018: 0.73).

As at 30 June 2019, the Group's total borrowings were HK$481.3 million (31
December 2018: HK$466.5 million). The gearing ratio (total borrowings over
total assets of the Group) decreased from 42.55% as at 31 December 2018 to
28.08% as at 30 June 2019.

CHARGES ON THE GROUP’S ASSETS

As at 30 June 2019, the Group's general banking facilities (including bank loans
and other borrowings) were secured by the following assets of the Group:
(i) bank deposits of HK$4.0 million, (i) property, plant and equipment with
a carrying value of HK$28.9 million, (i) investment properties of HK$153.3
million, (iv) trade receivables of HK$58.4 million, (v) inventory of HK$152.1
million and (vi) pledge of the Company's interest in Pro Brand Technology, Inc.

¥ For identification purpose only

BREEFRE
EREEFEDNREBEAEBRR _ZE—NF A=+
B & B E 85498000008 T (ZE— NE+= A

=+—H : 34,100,000/ 7T ) &% 3,278825335 K B 31T
TR (—ZE—N\F+-_HA=+—H : 3278825335
@) st E - RZE—NFENA=TENHERE
EFERI7EL(ZE—\F+_A=+—H :001
/%75) ©

REBEESRMKEER

%_f*ni/\ﬂ =+H AEENEBRSK
B4 S EYWHES1800008 T(ZTE—NF+ =7

=+—H 1727000008 7T) - NEBEK B ERE

ZREMEEHEENRS RABEENRSRE -

RZZE—NFARA=Z1TH AEENRELECRD
EEHERBBEGENEEX) BB (ZE—NF+A
=+—H:073)°

RZEBE-—NAEFERNA=Z+HBH A£EENEERLRH
£4813000008 L (ZE— N\F+_A=+—8:
466,500,000/ 70 ) c EABELER(AEBEEL

BN EERE) A - Z— N \Ft+_A=1+—8H
4255% NEEZFE—NFNA=+HH2808% °
AEBNEERT

RZTE—AFEXA=Z+H " "EEHN—RETHE
BE(REBRTERREMER)ATIAEEEE
VB K ¥ : (1) 8 77 1 34,000,000 7T : (i) bR M B B
289000008 TLHI W % « BRE I 3% (i) IRE W%
153,300,000 7% 7T (iv) F& 42 & 5 BR 5K 58,400,000 7 7T,
W TFE 152100000878 « R V) AR RREEERA
FRZ2 &) * (Pro Brand Technology, Inc.) 2 FY 3K 1 o
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FINANCIAL REVIEW (Continued)
B/ 75 (ol g (&)

FOREIGN EXCHANGE EXPOSURE

The Group's sales and purchases were denominated mainly in US dollars and
Renminbi (‘RMB"). The Group was exposed to certain foreign currency exchange
risk but it does not expect future currency fluctuations to cause material operation
difficulties because the recent pressure from depreciation of RMB was manageable
and the Group purchased the raw materials from diversified sources. However,
the management continuously assesses the foreign exchange risks, with an aim to

minimise the impact of foreign exchange fluctuations on business operations.

CONTINGENT LIABILITIES

The Group did not have any significant contingent liabilities as at 30 June 2019
(31 December 2018: Nil).

INTERIM DIVIDEND

The Board does not recommend the payment of an interim dividend (six
months ended 30 June 2018: Nil) for the six months ended 30 June 2019.

DISPOSAL OF ALL INTERESTS IN MYHD AND
CONTINUATION OF LOANS AND GUARANTEE

Reference is made to the announcement of the Company dated 31 December
2018 (the "Announcement”) and the circular of the Company dated 25 May
2019 (the “Circular”). Unless otherwise stated, capitalised terms used herein
shall have the same meanings as those defined in the Announcement and in
the Circular. On 31 December 2018 after trading hours of the Stock Exchange,
the Vendor and the Purchaser entered into the Agreement pursuant to which
the Vendor has conditionally agreed to sell, and the Purchaser has conditionally
agreed to purchase the entire issued share capital of the Target Company,
at the nominal consideration of US$1 with effect from the Transaction Date.
The Target Company was a wholly-owned subsidiary of the Company and
indirectly held 51% interests in MyHD.

The Group has been experiencing heavy financial burden and has been
obtaining borrowings from financial institutions for its daily operation. Given
the uncertainty of the future profitability of the Target Group and if the Group
intends to keep MyHD and to have sufficient funding for its operation, then the
Group would need to provide further financial assistance to the Target Group
before subscription revenue of the Target Group is expected to breakeven
in 2020. As such, the Disposal would relieve the Group from the provision of
further financial assistance to the Target Group. The Directors are of the view
that the Disposal would relieve the financial burden of the Group.

14 Sandmartin International Holdings Limited / 2019 Interim Report
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FINANCIAL REVIEW (Continued)
B/ 75 (ol g (42)

The Vendor had agreed with the Purchaser under the Agreement to procure
that the Existing Loans shall continue to be advanced by the Company or SMT
(as the case may be) to the Target Company and/or MyHD (as the case may
be) notwithstanding Completion taking place. Such arrangement confers the
right to the Company or SMT (as the case may be) to receive the payments for
the Existing Loans from the Target Company and/or MyHD (as the case may
be) when the financial positions of the Target Company and/or MyHD (as the
case may be) improve and have sufficient cash to settle the Existing Loans.
As at 30 June 2019, there were Existing Loans in the aggregate amount of

BETKDEE
FEARBREHRE (RTE
A&,/ FMyHD (R F- 15
BLZEER FARRREBREGRTE
ZREAFR,HEMHD (RRFIERME) < B ik
MM ETHERCHRSENBEEERBEBEZAR

ERME) WERAER 2 3K -
RZZE—NFA=+H" ET?Q?&/&M)/HD 4
RARAR,/ SEBE (BT1E

%/ 3 MyHD (38 F-1

US$83,026,000 comprising aggregate principal amount of US$71,298,000 and FRHREE 583,026, OOO% JT

aggregate accrued interest of US$11,728,000 owing by the Target Company

and/or MyHD to the Company and/or SMT (as the case may be), the particulars
of which are as follows.

RN ER R B 48R

Principal amount

ATE) BABRBEER

BEARE 4
1,728,0003 7T » 1B T ¢

B DR IR e B B 07 3 7€ fle
ERME) BERBRQ

° B
BT E ) #EF

1 %8 71,298,000

Prevailing Maturity outstanding Accrued interest

Lender Debtor interest rate date asat 30 June 2019 asat 30 June 2019
R=ZEB-NF R=Z-N&F

AA=1H AH=+H

EMA BEA RITRI=E FIE A HAREELEEE FESTFIR
SMT Target Company 3 months LIBOR 31.12.2020 US$9,554,000 US$1,082,000
+ 100 basis points®ete? (approximately (approximately

HKS$74,626,000) HK$8,451,000)

y IS EREUNS =R RBERITRE —ETF 9,554,000 7T 1,082,000% 7T
HEMIcOEER W) +ZH=+—H  (4)74626000/87T) (#18451,000/87T)

SMT MyHD 3 months LIBOR 31.12.2020 US$10,500,000 US$1,101,000
+ 100 basis points®et? (approximately (approximately

HK$82,015,000) HK$8,600,000)

REEHE MyHD =EAmBIRITRIZE e 223 10,500,000 7T 01,0003 7T
HEMIcOEERW=)  +ZH=+—H  (482015000/87T) (498,600,000 7 7T)

SMT MyHD 10% per annum 31.12.2020 US$42,653,000 US$7,918,000
(approximately (approximately

HK$333,162,000) HKS$61,847,000)

N IR MyHD FREI0E —T T 42,653,000 7T, 7.918,0005 7T
TZA=+—H  (#I333162000/7T)  (#761,847,00077T)
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FINANCIAL REVIEW (Continued)
B/ 755 (ol A ()

Principal amount

Prevailing Maturity outstanding Accrued interest

Lender Debtor interest rate date as at 30 June 2019 as at 30 June 2019

R-ZE-h& RZE-h&

A~A=TH AA=TH

£ UN BEA BITRIE A MAEERERE EFFE
the Company MyHD 10% per annum 31.12.2020 US$8,591,000 USS$1,627,000
(approximately (approximately

HK$67,104,000) HK$12,708,000)

KAH MyHD FHEI0E T 8,591,000 7T 1,627,000% T
+-A=1+—8  (#67104000i87T)  (#712,708000757T)

Total US$71,298,000 USS$11,728,000

(approximately (approximately

HK$556,907,000) HK$91,606,000)

et 71,298,000 % 7T 11,728,000 7T

(#7556907,000/87C)  (#991,606,000/87T)

Note: BiaE -

1. As a reference, 3 months London inter-bank offered rates (“LIBOR’) as applicable to these two 1. ER2E RW-_T——FRA-—HBHE-T-AF A=+
loans during the period between 1 May 2012 to 30 June 2019 ranged between 0.22335% and BHEEAREMEERN =AARABTREFRS (R
2.80763%. FRITEAEHFS ) N F 0223352 % 280763 [F ©

The Vendor and the Purchaser had also agreed that the Guarantee given by BERFHEEFNTEREE - ARARMHDYERL 2 ER

the Company to MyHD shall continue for the time being after Completion.
The maximum amount payable by the Company under the Guarantee should
not exceed US$3,500,000 (equivalent to approximately HK$27,332,000). Such
arrangement would enable MyHD to secure continuing supply of television
contents from MBC FZ LLC which is one of the foundations for the normal
operation of MyHD and was essential for the Completion of the Disposal.

All the Conditions set out in the Agreement have been satisfied and the

Disposal had completed on 25 June 2019.

HUMAN RESOURCES

As at 30 June 2019, the Group employed a total of 636 (31 December 2018:
777) full-time employees. Employees are remunerated according to their
performance and responsibilities. Employees of the Group receive training
depending on their scope of works, especially those training relating to

workplace health and safety.
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CORPORATE GOVERNANCE AND OTHER INFORMATION

TERERAKREMER

DIRECTORS’ SERVICE CONTRACTS

The Company has entered into service contracts with all Directors, with the
maximum term of three years. No service contract was entered into or is to be
entered into between the Directors and the members of the Group that cannot
be terminated by the Group within one year without paying any compensation
(other than the statutory compensation).

SHARE OPTION SCHEME

On 17 March 2005, the share option scheme of the Company (‘Share Option
Scheme”) was approved and adopted by the then Shareholders. The Share
Option Scheme has expired on 16 March 2015. No further option shall be
offered pursuant to the Share Option Scheme but all the outstanding share
options are exercisable in accordance with the terms of the Share Option
Scheme and such other terms and conditions upon which a share option was
granted, at any time during the option period after the share option has been
granted by the Board but in any event, not longer than ten (10) years from the
date upon which the share option is accepted or deemed to be accepted in

accordance with the terms of the Share Option Scheme.

EENBRBEN
ARAREHZ2BEFITUAARR=ZFIRBEA
W BRHAEBKERRZHABET AT &3
UAKBEARAE-FRRMNEECEERERINM
RIEMBRFE A A

BT S

R-ZFTRF=ZA+LR  EFZERRAELRA
ARrERERTE ((BRERE ) - BREEC
R-ZFE-—RF=A+tXBER  A2AHTERIE
BT B — DR N ERUE - PR HORTTER
BHEARBEREEEEERERNOBRERRAL
(AT BF FA) - 1 4 40 ) TR B BB AR R AR IR B A i T 8
MR MR PR ERERZBET(105F 1R
1R B A R S B 0 1R S IR L B s A PR 3R O LA i
G T LATLE ©
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CORPORATE GOVERNANCE AND OTHER INFORMATION (Continued)
PEERNMEMER (&)

The following table discloses movements in the Company's share options TEREERBEE_Z—NFNA=ZTHILEANEARM
during the six months ended 30 June 2019: AR iSRS E)
Lapsed,
cancelled, or
Closing price exercised
per share during the
immediately Outstanding  sixmonths Outstanding
prior to the at 1 January period at 30 June
date of grant 2019 RWAEA 2019
ZERE R=Z-NF HER R=Z-hF
Type of grantees Date of grant Exercisable period AHEAATAY Exercise price —A-H %%+ AA=TH
AERAER FHAH Cigid BRUHE TEE WARITHE  EHRATE i RITRE
(Note) (HKS) (HKS)
GES) (B) (%7T)
Other eligible participants 22 October 2010 22.10.2012to 205 1.761 2,910,000 - 2,910,000
21.10.2020
Hit A BHRBEA 2010/10/22 2012/10/2 &
2020/10/21
Total 2,910,000 - 2,910,000
wst
Note: MiaE :
These share options are exercisable in the following manner: ZEERE IR T A RATME -
[0 on or after the second anniversary of the date of grant 50% () RERLBHETANAFEEXZERESR 50%
up to 10 years from the date of grant B BEBERI0FER
(ii) on or after the third anniversary of the date of remaining 50% () RASEEEREE-BESAxX 2 BES T84 50%
grant up to 10 years from the date of grant BE AR 0 B
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CORPORATE GOVERNANCE AND OTHER INFORMATION (Continued)

TERERREMER (&)

EMOLUMENT POLICY

The emolument policy of the Directors and senior management of the Group is
set up by the remuneration committee on the basis of their merit, qualification
and competence. The emoluments of the Directors are decided by the Board
based on the recommendation of the remuneration committee, having regard

to market competitiveness, individual performance and achievement.

DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS AND
SHORT POSITIONS IN THE SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY OR
ANY OF ITS ASSOCIATED CORPORATIONS

As at 30 June 2019, the interests and short positions of each of the Directors
and chief executive of the Company and their associates had in any shares,
underlying shares, equity derivatives or debentures of the Company or any of
its associated corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (Chapter 571 of the Laws of Hong Kong) (the “SFO”")) which
were required to be notified to the Company and The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) pursuant to Divisions 7 and 8 of Part
XV of the SFO (including interests or short positions in which they were taken
or deemed to have under such provisions of the SFO), or which are required
pursuant to Section 352 of the SFO to be entered in the register maintained by
the Company referred to therein, or which were required to be notified to the

B & R
EERAKESAEEERNHEBRREFHEES
REBERENEE BEELRT R - EFNHEH
EEEANYINZESKEEMSHF N - BAAR
BEABLRIEHRERETE -

EERBESTRAEBRAQRAHEF
fIEEEER R - BRI R EER
PSR XA

RZFE—NAFRNA=Z1+AH ARRSEERERTT
LA B DA R 1 55 B0 B B8 A PAZN A R 3R EL A f] AR EE

(EERBBENE S EFHFMBEEG (HH
REIEHRAE ) EXVED) EMRD - BEKRD - KE
PTHETASNEEERMESRBEZAFARBAEENE
XVEE 7 M8 HAHGARARIRBEBBEXZMA
RAR([ERAT)) MiER AR (BERSRES
HREIEROIB BIE X EEESRIER AN ER K
WA - RIREBFF R EGAIE 352 R AR AZIE
BIFTt R AR R FEMZE L MARERS AR - K
BIRE R FTE S EmARR ([ LR A D KIsE+
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CORPORATE GOVERNANCE AND OTHER INFORMATION (Continued)

TERERREMER (&)

Company and the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code") contained in
Appendix 10 to the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”) were as follows:

(@) Long positions in the shares, underlying shares and

MCETETAESETESIHNRETA) ([
BRI DANEARRR MBS RIARINT

(@) MARXFARED  HBEROKEEIZFNE

debentures of the Company =
Percentage of
the issued
share capital
as at 30.06.2019
Number of R Amount of
underlying ZE—NE  debentures
Numberof  shares held ~A=tH held
Name of Director Capacity shares held FrisEE Total BRITRE Frs
Espg 5% FrERH#E ROEE st ARl ERERHS
Mr. Hung Tsung Chin Interest of controlled corporation 507,188,592 - -
I S B AR S
Interest of spouse - 2,328,000” -
[
Total 507,188,592 2,328,000 509,516,592 15.53% -
HaEt
Notes: Bz -
1. These shares represent shares held by Metroasset Investments Limited in which Mr. 1. % % % 19 X & Metroasset Investments Limited £§ & #)
Hung Tsung Chin beneficially owns 45.09% of the issued share capital. BRfp - ERE R A B R A Z A RIA4509% B 1T
AR
2. The relevant interests are unlisted physically settled options granted to Ms. Chen 2. TR = AR IR I AR 5T B M R R e A I BL B PR

Mei Huei, the spouse of Mr. Hung Tsung Chin, pursuant to the Share Option Scheme.
Upon exercise of the share options in accordance with the Share Option Scheme,
ordinary shares with a par value of HK$0.10 each in the share capital of the Company
are issuable. The share options are personal to the respective grantees. Further details
of the share options are set out in the section headed “Share Option Scheme” of the

interim report.
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CORPORATE GOVERNANCE AND OTHER INFORMATION (Continued)

TEERNMEMEN (@)

(b) Long positions in the shares, underlying shares and
debentures of associated corporations of the Company
Name of associated corporation:

Pro Brand Technology, Inc.

(b) RAEATHEESEBRG - HEARGD R EE
Eedaal:0f oy
1B EE A
18 & £1#5 A IR 2 5] *(Pro Brand Technology, Inc.)

Percentage of
the issued
share capital

as at 30.06.2019

Number of 1R Amount of
underlying —E-NF debentures
Numberof  shares held ~A=TH held
Name of Directors Capacity shares held FriEm Total 2EfT iigss
BEpng ) FrERHEE ROEA et BRAESE — EEZEE
Mr. Chen Wei Chun Interest of controlled corporation 350,000! -
BREHEAE RS AR SR
Beneficial owner 150,000° -
ERBEAA
Sub-total 500,000 - 500,000 0.63% -
Pt
Mr.Hung Tsung Chin Beneficial owner 250,000° - 250,000 0.31% -
I EnBBA
Notes: B 5E
1. These shares represent 350,000 shares of Pro Brand Technology, Inc., a non-wholly 1. ZERMARBIREERAFFENERFFELE
owned subsidiary of the Company, held by Jun Zhong Investment Limited* ( #3{F#% & Mt BB A 78 & BHE A IR A 8 *(Pro Brand Technology,
BHMRRF]) in which Mr. Chen Wei Chun beneficially owns the entire issued share Inc.) #1350,000 i i1 » BRIZSE L E SR HHIE
capital. BERAFNEZEEEITRAR -
2. These shares represent 150,000 shares of Pro Brand Technology, Inc., a non-wholly 2. ZERMDARRAARIBEZEMBARIBERRAR
owned subsidiary of the Company, owned by Mr. Chen Wei Chun. ‘A & *(Pro Brand Technology, Inc)) & 150,000 §& % 15 -
HREHTERES -
3. These shares represent 250,000 shares of Pro Brand Technology, Inc, a non-wholly 3. ZERMDREAAREZENBARIEEREAER
owned subsidiary of the Company, owned by Mr. Hung Tsung Chin. /A &]*(Pro Brand Technology, Inc.) 8 250,000 f% % 15 -
FR TR ST -
* For identification purpose only * (EEEF
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CORPORATE GOVERNANCE AND OTHER INFORMATION (Continued)

TERERREMER (&)

Save as disclosed above, as at 30 June 2019, none of the Directors or the chief
executive of the Company and their associates had any interests or short
positions in the shares, underlying shares or debentures of the Company or any
of its associated corporations (within the meaning of Part XV of the SFO) which
would have to be notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including interests or short positions
which they were taken or deemed to have under such provisions of the SFO),
or which were recorded in the register required to be kept by the Company
under Section 352 of the SFO, or which were required to be notified to the
Company and the Stock Exchange pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS IN THE SHARES AND UNDERLYING
SHARES OF THE COMPANY

So far as the Directors or chief executive of the Company and their associates
are aware, as at 30 June 2019, the Shareholders (other than Directors or the
chief executive of the Company) who had interests or short positions in the
shares or underlying shares of the Company which would fall to be disclosed
to the Company and the Stock Exchange under the provisions of Divisions 2
and 3 of Part XV of the SFO, or which were recorded in the register required to
be kept by the Company under Section 336 of the SFO were as follows:
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CORPORATE GOVERNANCE AND OTHER INFORMATION (Continued)

TERERREMER (&)

LONG POSITIONS IN THE SHARES AND UNDERLYING

RAERBDRGREBEROPHER

SHARES OF THE COMPANY
Percentage of the
issued share capital
as at 30.06.2019
Number of shares and HR=ZF—NF
underlying shares held ANA=1H
Name of Shareholders Capacity s m Rk ERITRA
BREETH 5 HBRHHUE B
Metroasset Investments Limited Beneficial owner 507,188,592' 1547%
EnEA A
Ms. Chen Mei Huei Interest of controlled corporation 507,188,5922
BREE A+ RIS AR ER
Personal interest 2,328,000°
[EPNG:
Sub-total 509,516,592 15.53%
NEE
First Steamship Company Limited Interest of controlled corporation 950,859,347* 29.00%
i BRA R RIS AR ER
Mr. Fung Chuen Beneficial owner 65,878,000° 5.02%

SRS BEnEAA
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CORPORATE GOVERNANCE AND OTHER INFORMATION (Continued)

TERERR

H A0 B (4)

Notes:

1. These shares are held by Metroasset Investments Limited, 45.09% of the issued share capital
of which is beneficially owned by Mr. Hung Tsung Chin.

2. These shares are the same batch of shares held by Metroasset Investments Limited, 44.38% of

the issued share capital of which is beneficially owned by Ms. Chen Mei Huei.

3 The relevant interests are unlisted physically settled options granted pursuant to the Share
Option Scheme. Upon exercise of the share options in accordance with the Share Option
Scheme, ordinary shares with a par value of HK$0.10 each in the share capital of the Company

are issuable.

4. First Steamship Company Limited is interested in 950,859,347 shares through First Mariner
Holding Limited, its wholly-owned subsidiary, which holds 833,000,000 shares and Grand Citi
Limited, its non-wholly owned subsidiary, which holds 117,859,347 shares.

5. Disclosure of the percentage of the issued share capital held by Mr. Fung Chuen is made as
per the last disclosure of interests notice as at 30 June 2019 which was filed on 2 June 2017

Save as disclosed above and so far as the Directors and the chief executive
of the Company are aware, as at 30 June 2019, no person or entity had any
interest or short positions in the shares and underlying shares of the Company
which would fall to be disclosed to the Company and the Stock Exchange
under the provisions of Divisions 2 and 3 of Part XV of the SFO, or which would
be required, pursuant to section 336 of the SFO, to be entered in the register
referred to therein.

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

During the six months ended 30 June 2019, neither the Company nor any of
its subsidiaries has purchased, sold or redeemed any of the Company’s listed
securities.
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CORPORATE GOVERNANCE AND OTHER INFORMATION (Continued)

TERERREMER (&)

CORPORATE GOVERNANCE

The Group continues to improve its corporate governance practices,
emphasising the attainment and maintenance of a quality board, sound risk
management and internal controls, and high transparency and accountability
to the Shareholders. The Board and the management are committed to the
principles of good corporate governance which are consistent with prudent
management and enhancement of shareholder value. The Board believes that
good corporate governance will bring long-term benefits to the Shareholders

and the Group.

During the six months ended 30 June 2019, the Company has applied the
principles and has complied with code provisions of the Corporate Governance
Code (the “Code Provision(s)”) as contained in Appendix 14 to the Listing
Rules, except for certain deviations as specified and explained below with

considered reasons for such deviations.

1. Under Code Provision A.6.7, independent non-executive directors and

other non-executive directors should attend general meetings.

Messrs. Kuo Jen Hao, a non-executive Director, Li Chak Hung and Wu
Chia Ming, both independent non-executive Directors, were unable to
attend the annual general meeting of the Company held on 12 June
2019 and special general meeting of the Company held on 19 June 2019
respectively due to other engagements.

2. Under Code Provision C.1.2, the management should provide all
members of the board with monthly updates giving a balanced and
understandable assessment of the issuer’s performance, position and
prospects in sufficient detail to enable the board as a whole and each
director to discharge their duties under rule 3.08 and Chapter 13 of the
Listing Rules.

During the six months ended 30 June 2019, the management had
provided all members of the Board with updates giving a balanced and
understandable assessment of the Company’s performance, position
and prospect on a quarterly basis.
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CORPORATE GOVERNANCE AND OTHER INFORMATION (Continued)

TERERREMER (&)

3. Under Code Provision C.2.5, the issuer should have an internal audit
function.

During the six months ended 30 June 2019, the internal audit manager
still put his priority on upgrading the existing internal controls to risk-
based system for major operating cycles of the Group's business. Both
of the audit committee of the Company (the “Audit Committee”)
and the Board were not satisfied with his performance and therefore
the Board resolved on 5 July 2019 to entrust professional external
consultant with responsibility to review the internal control and risk
management systems of the Group, which include financial, operational
and compliance controls and risk management functions, and to take
up the internal audit function. The professional external consultant
has commenced the review of internal control and risk management
systems of the Group since the end of July 2019.

MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code as the code of conduct for
dealing in securities of the Company by the Directors. After specific enquiry,
all Directors confirmed that they have complied with the required standards
regarding securities transactions by Directors as set out in the Model Code
throughout the six months ended 30 June 2019. No incident of non-
compliance was noted by the Company for the six months ended 30 June
2019.

CHANGE OF DIRECTOR'’S INFORMATION UNDER RULE
13.51B (1) OF THE LISTING RULES

In accordance with rule 13.51B(1) of the Listing Rules, the changes to
information required to be disclosed by the Directors pursuant to paragraphs
(a) to (e) and (g) of rule 13.51(2) since the date of the annual report of the
Company for the year ended 31 December 2018 and up to the date of the
interim report are set out below:

1. Mr. Kuo Jen Hao ceased to be a non-executive director and the chairman
of the board of Summit Ascent Holdings Limited (stock code: 102) with
effect from 26 April 2019.

Save as disclosed above, there is no other information required to be disclosed
pursuant to rule 13.51B(1) of the Listing Rules.
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CORPORATE GOVERNANCE AND OTHER INFORMATION (Continued)

TERERREMER (&)

COMPETING AND CONFLICT OF INTEREST

None of the Directors or the controlling Shareholders or their respective
associates had any interest in a business, which competes or may compete,
either directly or indirectly, with the business of the Group nor any conflict of
interest which any of them had or may have with the Group for the six months
ended 30 June 2019.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information publicly available to the Company and within the
knowledge of the Directors as at the date of the interim report, the Company
has maintained the prescribed public float under the Listing Rules.

AUDIT COMMITTEE

The Company has established the Audit Committee for the purpose of
reviewing and providing supervision over the Group’s financial reporting
process and internal controls. The Audit Committee comprises three members,
Messrs. Li Chak Hung (chairman of the Audit Committee), Lau Yau Cheung and
Wu Chia Ming, all of whom are independent non-executive Directors. The Audit
Committee has reviewed the Group’s unaudited condensed consolidated
financial statements and the interim report for the six months ended 30 June

2019 and held discussion with the management.

GENERAL

On behalf of the Board, | would like to take this opportunity to express my
sincere gratitude to all of the Shareholders for their support to the Company.

Lau Yau Cheung
Chairman

Hong Kong, 26 August 2019
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

BRRRE B M AR E WS

FOR THE SIX MONTHS ENDED 30 JUNE 2019
BE_T-NAFRA=THLEAEA

For six months ended 30 June

BEAA=tHIEAEA

2019 2018
—E-hF —E-N\F
Notes HK$'000 HK$'000
gz FET FAT
(unaudited) (unaudited)
(REEERK) (REEEZ)
(Re-presented)
(E31))
Continuing operations BHEREER
Revenue WS 5 667,624 716,671
Cost of sales RN (563,602) (639,144)
Gross profit EF 104,022 77,527
Other income, gains and losses EHaUg A - Yz REE 20,939 20,323
Distribution and selling costs 458 M SHE AR (12,249) (15,689)
Administrative and other expenses 1T M B (67,512) (83,115)
Research and development costs TSN (20,343) (17,631)
Reversal of/(Provision for) expected credit CREERBEERE
loss on financial assets BmE (B ) 18,292 (1,751)
Finance costs B 7% Bk 2N (18,519) (14,003)
Share of profit of an associate JE(H— & QR 2 m 9,741 3,915
Profit/(Loss) before income tax expense MREFE B X HBDE R, (B518) 34,371 (30,424)
Income tax expense FriS®isz i 6 (3,561) (4,691)
Profit/(Loss) for the period from KESEKSEER 2 AEM
continuing operations wmF(EE) 30,810 (35,115)
Discontinued operation [EE N F 3
Profit/(Loss) for the period from RECKRIEKEEESR
discontinued operation RERE R (BEB) 7 79,788 (72,156)
Profit/(Loss) for the period EAREEF(&E) 8 110,598 (107,271)
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPRERENSIVE INCOME (Continued

BRGeEs M EMmEmEmks

FOR THE SIX MONTHS ENDED 30 JUNE 2019
HE_ZE—NFA=+HI~EA

2 (B

For six months ended 30 June

BEAA=tHIEAEA

2019 2018
—E-hF —\F
Notes HK$'000 HK$'000
gz FET FAT
(unaudited) (unaudited)
(REEERK) (REEEZ)
(Re-presented)
(E31))
Other comprehensive income Hp 2wz
Item that will not be reclassified subsequently HEETeEH 7 EEZBn2HE ¢
to profit or loss:
Revaluation surplus on investment properties WYE - WEMEEUARTER
upon transfer from property, plant and HEFEEREEL
equipment and prepaid lease payment KEYEEHWE 3,370 30,353
Item that may be reclassified subsequently RZn[peEN 7 EEBm 2 HA -
to profit or loss:
Exchange difference on translation BMEBINEGREAZIEL =58
of foreign operations 10,280 7,040
Other comprehensive income for the period  Z<Ei RS H b 2 E Wk 25 13,650 37,393
Total comprehensive income for the period  ANHARS 2 EURHAAEE 124,248 (69,878)
Profit/(Loss) for the period attributable RATHEE AEGARE™E
to owners of the Company: AL (BR)
— from continuing operations — REBEBEEEER 19,981 (26,032)
— from discontinued operation — REERIEEEE 125,997 (36,851)
145,978 (62,883)
Profit/(Loss) for the period attributable IE 2 IR R 2 AL A HA S
to non-controlling interests: BRI (ER)
— from continuing operations — REFEREET 10,829 (9,083)
— from discontinued operation — REERIEEEETR (46,209) (35,305)
(35,380) (44,388)
110,598 (107,271)
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPRERENSIVE INCOME (Continued
ERAR e Bm LA 2 E W e & (4

FOR THE SIX MONTHS ENDED 30 JUNE 2019
BE-ZT-NFA=TALNEA

For six months ended 30 June

BEAA=tHIEAEA

2019 2018
—E-nE | —TF
Notes HK$’000 HK$'000
FEE FHET FAT
(unaudited) (unaudited)
(REEERK) (REEEZ)
(Re-presented)
(E31))
Total comprehensive income attributable to: T 5| & EE(E 2 E KA ¢
— Owners of the Company — ARREBA 157,042 (25,433)
— Non-controlling interests — JERE R A (32,794) (44,445)
124,248 (69,878)
HK cents HK cents
Al AL
Earnings/(Loss) per share from continuing  REZERCKRIEEEEK >
and discontinued operations BREF (HR) 10
Basic R 4.45 (1.92)
Diluted e 445 (1.92)
Earnings/(Loss) per share from REFELCEER 2
continuing operations BREF (&8 10
Basic SN 0.61 0.79)
Diluted i3 0.61 0.79)
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
BRRAR S MR

AT 30 JUNE 2019
R-F-NFRA=1H

30 June 31 December
2019 2018
—E-hF —ET-NF
AA=+RH |tZA=+—H
Notes HK$'000 HK$'000
BaE FET FAT
(unaudited) (audited)
(REBEZR) (fe=:%)
Non-current assets kREBEE
Property, plant and equipment ME - WENEE 11 86,049 99,432
Prepaid lease payments FEHEERIE 1,180 1,261
Investment properties WEYE 11 153,302 149,738
Goodwill EES 11 9,828 10,208
Intangible assets mEEE 11,053 13,165
Interest in an associate Jr S 1 )d/N T 77,540 67,800
Loan to an associate M7 BB A RINER 14 22,116 22137
Loan receivables M E K 12 429,410 -
Deferred tax assets EEFIEE & 3,139 3,147
Total non-current assets EMBEERE 793,617 366,388
Current assets REBEE
Inventories Ve 331,697 143,308
Trade, bills and other receivables BB SRR - BN
R A PR IR 13 418,402 389,259
Prepaid lease payments TENHEERIE 64 05
Loan receivables FEWE R 12 13,049 8,794
Amount due from an associate FE U — R & A B 2 5RIE 14 71,195 113,702
Pledged bank deposits BEIRIRITIFK 3,979 1,643
Bank balances and cash IRITHEF MRS 81,799 72,695
Total current assets MBEERE 920,185 729,466
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION (Continued)

ERRAR S MR (E

AT 30 JUNE 2019
R-F—NFRA=1H

30 June 31 December
2019 2018
—E-hE —E-N\F
ANA=+H |+ZA=+—H
Notes HK$’000 HK$'000
M5t FHBT FHT
(unaudited) (audited)
(REER) (Ez)
Current liabilities RBAE
Trade, bills and other payables JERHE SRR - BN RIR
PRET N AN 15 575,045 505,222
Contract liabilities aHBaE 14,806 23,614
Provision for financial guarantee BT TS YRR B 16 27,332
Tax liabilities MIBEAE 12,798 13,371
Bank and other borrowings RITREMEE 17 470,158 454,343
Lease liabilities HEBAR 1,907 -
Obligations under finance leases Bl A FE EAIE - 1,897
Total current liabilities mENREERE 1,102,046 998,447
Net current liabilities REBEEFHE (181,861) (268,981)
Total assets less current liabilities EEHAERABEE 611,756 97,907
Non-current liabilities ERBAR
Bank and other borrowings IRITRHAMEE 17 4,711 4,728
Deferred tax liabilities BEEFRIERE 52,594 53,448
Defined benefit obligation REBNEME 136 136
Lease liabilities HEBE 4,511 -
Obligations under finance leases B E T E R E - 5,481
Total non-current liabilities IEMBE BT 61,952 63,793
NET ASSETS EEFE 549,804 34,114
Capital and reserves attributable to owners ~ ZNQ F#EHE ABERARNR S
of the Company
Share capital & 7 18 327,882 327,882
Reserves B 157,108 66
Equity attributable to owners of the Company ~ ZNAFIHA AE(FERE 484,990 327,948
Non-controlling interests FEPERR R RS 64,814 (293,834)
TOTAL EQUITY ERAE 549,804 34,114
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
RS E) =

FOR THE SIX MONTHS ENDED 30 JUNE 2019

GEE

N

E B AFRA=TRIENEA

Hiz &

(unaudited)
(REER)
Non-
controlling
Attributable to owners of the Company interests Total
KARHEE A FERBR @3t
Defined
Share benefit Property  Currency
Share Share option  Statutory plan Special revaluation translation Accumulated
capital  premium reserve reserve reserve reserve reserve reserve losses Total
RERA NEER  EWEE
Bx  ROEE BRERE AERE ERE  RARG 1 WE  RAER @zt
HK$'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
TAr  TEx AT TEr  TEr  TEx  TEr TR TER TEL TEr  Thn
(Note a) (Note b) (Note )
(Firzta) (BrEp)  (FiEEc)
Balanceat31December ~ WZZE-+E+ZA=+-R
2017 as originally ZER(ERES)
presented (audited) (B%H%) 327882 506,750 7,960 31,945 23 89,175 79571 7907 (566,789) 484430 (167,638) 316,792
Initial application of HKFRS 9 By RIEFR BB 5 %81
£9% - - - - - - - - (6120) (6120) - (6120)
Restated balance as at AZZ-\E-F-HZ
1 January 2018 (audited) WE| A (KEY) 327882 506,750 7,960 31,945 23 89,175 79571 7907 (572,909) 478310 (167638) 310672
Lossfor the period RHRER - - - - - - - - (62883 (62883) (4438  (107.271)
Other comprehensive Lkl
income
—Bchangedifferenceon — BREESNERES
translation of foreign EEVERER
operations - - - - - - - 7,097 - 7,097 (57) 7,040
— Revaluation of properties  — Ef&#1E - - - - - - 30353 - - 30353 - 30353
Total comprehensive TEEZERREE
income for the period - - - - - - 30353 7,097 (62,883) (25433) (44,445) (69878)
Acquisition of ARA-HHBAR
non-controlling liG-ERull e 3ny
interest by a subsidiary
of the Company - - - - - - - - - - (3149 (3149
Transfer 3 - - - 137 - - - - (137) - - -
Balance at 30 June 2018 RZB-N\E
RBEZTHZER 327882 506,750 7,960 32,082 23 89,175 109,930 15,004 (635929 4528771 (215228 237,649
Balanceat 1January2019  A=ZF-AF-F-H
(audited) 2GR (SEH) 327,882 506,750 7960 32,486 | 89,175 74,634 754 (T11734) 327,948 (293834) 34114
Profit/(Loss)forthe period ~ ARERREER /(B18) - - - - - - - - 145978 145978 (35380) 110598
Other comprehensive At 2ENa
income
—Exchangedifferenceon  — BEFINERE
translation of foreign EECERESR
operations - - - - - - - 7,694 - 7,694 2,586 10,280
— Revaluation of properties  — BfiHE - - - - - - 3,370 - - 3,370 - 3,370
Total comprehensive rEREARGESR
income for the period - - - - - - 3370 7,6% 145,978 157,042 (32,794) 124,248
Disposal of subsidiaries HENBAT - - - - - - - - - - 391442 391442
Transfer B - - - (5) - - - - 5 - - -
Balance at 30 June 2019 RoE-RE
AAZTHZER 327,882 506,750 7960 32,481 a1 89,175 78,004 8448  (565751) 484990 64814 549804
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (Continued)

MG e EREE R (&

FOR THE SIX MONTHS ENDED 30 JUNE 2019
E—F-NEARA=THLNEA

Notes: k3
(a) The statutory reserve is required by the relevant law of the PRC applicable to the subsidiaries ()
in the PRC. The statutory reserve can be applied in conversion into PRC subsidiaries’ capital by
means of a capitalisation issue.
(b) The special reserve represents: (b)
(i) the difference between the nominal value of the shares of the acquired subsidiaries
and the nominal value of the Company's shares issued for the acquisition at the time
of a group reorganisation prior to the listing of the Company’s shares and the surplus
arising pursuant to a capitalisation of advances from shareholders as part of the
group reorganisation;
(ii) the difference between the consideration for acquisition of a subsidiary satisfied by
way of partial interest of a subsidiary without the overall gain or loss of control in the
partial disposed subsidiary and the fair value of net assets acquired; and
(iii) the acquisition of additional interest in a subsidiary without the overall gain or loss of
control in that subsidiary.
(@] The property revaluation reserve is frozen upon the transfer of properties from property, plant (@]

and equipment to investment properties and will be transferred to accumulated losses when

the relevant properties are disposed of.
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

BRFERERER

FOR THE SIX MONTHS ENDED 30 JUNE 2019
BE_T-NAFRA=TRLAEA

For six months ended 30 June

BEAA=tHIEAEA

2019 2018
—E-hEF —E-N\F
Notes HK$'000 HK$'000
Bt FET FAET
(unaudited) (unaudited)
(RIBERK) (REeEZ)
Net cash used in operating activities KL TEHTAIR S F5E (55,602) (38,973)
Investing activities REES
Increase in pledged bank deposits B IRERI T FRIE N (2,336) (1,567)
Advances to an associate ) — I HE & R R BER (1,424) (148,074)
Repayment from an associate —MEB L A REK 49,668 124,006
Purchases of property, plant and equipment BEME  BELE&E (6,380) (7,939)
Net cash outflow arising from disposal HEMBARELEMNRESRT
of subsidiary HEE 19(b) (1,558) -
Proceeds from disposals of investment LEREY S HRIE
properties - 96,511
Proceeds from disposals of property, HEME - WE R&HBTERIE
plant and equipment 9,149 4,775
Net cash from investing activities REEBASIRE 55 47,119 67,712
Financing activities BEES
Acquisition of non-controlling interest KRR —EHB AR
by a subsidiary of the Company W SR IR = - (3,145)
Repayment of bank and other loans EBEBRITAEMER (289,627) (254,145)
Repayment of lease liabilities EEHEEAR (960) -
Repayment of obligations under finance leases  {&3& g &0 & & IE - (981)
New bank and other loans raised & RIT R EMER 308,620 233618
Net cash from/(used in) financing activities BMEEERE, (FTAR)IRE FE 18,033 (24,653)
Net increase in cash and cash equivalents Be MRS EEYILINFRE 9,550 4,086
Cash and cash equivalents at beginning YR MREEEY
of period 72,695 132418
Effect of foreign exchange rate changes INBIER BB E (446) (804)
Cash and cash equivalents at end of period, HARRERBLESEY -
represented by bank balances and cash BRITHEF KRR S 81,799 135,700
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GENERAL INFORMATION

The Company is incorporated in Bermuda with limited liability and its
shares are listed on the Stock Exchange. The registered office of the
Company is located at Clarendon House, 2 Church Street, Hamilton,
HM11, Bermuda and its principal place of business is located at Units
04-05, 16th Floor, Nam Wo Hong Building, 148 Wing Lok Street, Sheung
Wan, Hong Kong. The Group principally engages in manufacturing and
trading of satellite TV equipment products and other electronic goods

and satellite TV broadcasting.

BASIS OF PREPARATION

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

During the period, the Group has disposal of the subsidiaries operating
the business of satellite TV broadcasting. This business segment is
presented as discontinued operation in accordance with Hong Kong
Financial Reporting Standard 5, Non-current Assets Held for Sale and
Discontinued Operations ("HKFRS 5”), issued by the HKICPA. Certain
comparatives on the condensed consolidated financial statements and
the related notes have been re-presented as a result of the retrospective
application of HKFRS 5. Details of the discontinued operation are set out

innote 7.

These condensed consolidated financial statements should be read
in conjunction with the 2018 annual financial statements. Except as
described below, the accounting policies and methods of computation
used in the preparation of these condensed consolidated financial
statements for the six months ended 30 June 2019 are the same as
those followed in the preparation of the Group's consolidated financial
statements for the year ended 31 December 2018.
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GEE

RER e 5 R Mot (8

FOR THE SIX MONTHS ENDED 30 JUNE 2019
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BASIS OF PREPARATION (Continued)

Basis of measurement and going concern assumption

The condensed consolidated financial statements have been prepared
on the historical cost basis except for investment properties which are
measured at fair value. Historical cost is generally based on the fair value
of the consideration given in exchange for goods and services.

At the end of reporting period, the Group had net current liabilities
of approximately HK$181,861,000. The Group is dependent upon the
financial support from the banks and financial institutions to meet its
financial obligations. There is no certainty that bank loans and other
loans of the Group will be renewed in the future. These conditions
indicate the existence of a material uncertainty which may cast
significant doubt on the Group’s ability to continue as a going concern
and therefore, that it may be unable to realise its assets and discharge its
liabilities in the normal course of business.

In view of these circumstances, the Directors have considered the
future liquidity and performance of the Group and its available
sources of finance in assessing whether the Group will have sufficient
financial resources to continue as a going concern. In particular, the
Directors have considered the following: (1) the Group maintains good
relationship with major banks and financial institutions providing finance
or facilities to the Group and the Group had successfully renewed its
banking facilities based on past experience; and (2) as of 30 June 2019,
the Group has unutilised bank loan facilities totalling HK$266,326,000
available to finance its future operations and financial obligations.

In the opinion of the Directors, after considering the financial
performance, operation, capital expenditure and the above financing
arrangements of the Group, the Group is expected to have sufficient
liquidity to finance its operations for the next twelve months subsequent
to the end of the reporting period.

Therefore, the condensed consolidated financial statements of the
Group have been prepared on a going concern basis.
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a##R%mTEEKT%%li AJREE R
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BITHEMF -

EREEBER  EEEZRAEENRKRE
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ZE-NFEXNAZTAH AEEEXRBARIT
EREEE A 26632600078 7T » AL AIEAE
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CHANGES IN HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs")

The HKICPA has issued a number of new or amended HKFRSs that are
first effective for the current accounting period of the Group.

The impact of the adoption of HKFRS 16 Leases has been summarised
in below. The other new or amended HKFRSs that are effective from
1 January 2019 did not have any material impact on the Group's
accounting policies. The Group has not applied any new standard or
interpretation that is not yet effective for the current accounting period.

HKFRS 16 Leases (“"HKFRS 16”)

HKFRS 16 introduced a single, on-balance sheet accounting model
for lessees. As a result, the Group, as a lessee, has recognised right-of-
use assets representing its rights to use the underlying assets and lease
liabilities representing its obligation to make lease payments. Lessor
accounting remains similar to previous accounting policies.

The Group has applied HKFRS 16 using the modified retrospective
approach, under which the cumulative effect of initial application is
recognised in retained earnings at 1 January 2019. Accordingly, the
comparative information presented for 2018 has not been restated —
i.e. it is presented, as previously reported, under HKAS 17 and related
interpretations. The details of the changes in accounting policies are
disclosed below.

A. Definition of a lease
Previously, the Group determined at contract inception whether
an arrangement was or contained a lease under HK(IFRIC) — Int 4
Determining Whether an Arrangement contains a Lease. The Group
now assesses whether a contract is or contains a lease based
on the new definition of a lease. Under HKFRS 16, a contract is,
or contains, a lease if the contract conveys a right to control the
use of an identified asset for a period of time in exchange for

consideration.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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FOR THE SIX MONTHS ENDED 30 JUNE 2019
BE_T-NAFRA=TRLAEA

3. CHANGES IN HONG KONG FINANCIAL REPORTING 3.

STANDARDS (“HKFRSs”) (Continued)
HKFRS 16 Leases (“HKFRS 16”) (Continued)

A Definition of a lease (Continued)

On transition to HKFRS 16, the Group elected to apply the practical
expedient to grandfather the assessment of which transactions are
leases. It applied HKFRS 16 only to contracts that were previously
identified as leases. Contracts that were not identified as leases
under HKAS 17 and HK(IFRIC) — Int 4 were not reassessed.
Therefore, the definition of a lease under HKFRS 16 has been
applied only to contracts entered into or changed on or after 1
January 2019.

B. As alessee
i Transition
Previously, the Group classified property leases as operating
leases under HKAS 17. The leases typically run for a period of
1to 5 years.

At transition, for leases classified as operating leases under
HKAS 17, lease liabilities were measured at the present value
of the remaining lease payments, discounted at the Group’s
incremental borrowing rate as at 1 January 2019. Right-of-
use assets are measured at an amount equal to the lease
liability, adjusted by the amount of any prepaid or accrued
lease payments — the Group applied this approach to all
other leases.
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FOR THE SIX MONTHS ENDED 30 JUNE 2019
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3. CHANGES IN HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)
HKFRS 16 Leases (“HKFRS 16”) (Continued)

B. As a lessee (Continued)
i Transition (Continued)
The Group used the following practical expedients when
applying HKFRS 16 to leases previously classified as
operating leases under HKAS 17.

—  Applied the exemption not to recognise right-of-
use assets and liabilities for leases with less than 12

months of lease term.

—  Excluded initial direct costs from measuring the right-

of-use asset at the date of initial application.

The Group leases a number of items of equipment. These
leases were classified as finance leases under HKAS 17.
For these finance leases, the carrying amount of the right-
of-use asset and the lease liability at 1 January 2019 were
determined at the carrying amount of the lease asset and

lease liability under HKAS 17 immediately before that date.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
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FOR THE SIX MONTHS ENDED 30 JUNE 2019
BE_T-NAFRA=TRLAEA

3. CHANGES IN HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)
HKFRS 16 Leases (“HKFRS 16”) (Continued)

B. As a lessee (Continued)
ii. Impacts on transition
On transition to HKFRS 16, the Group recognised additional
right-of-use assets and additional lease liabilities. The impact

on transition is summarised below.

3. BRAMBREEN(EBUBRSE
2R ) 228 ()
ERMBBREENE16REE(EFBY
BHREERE 1655 1) (&)

B f”E/'%zﬁﬁ/\ (%)

ﬂ)—#ﬁé?ﬁﬁ
RBEERERBREERE 16
B AKERHRBEIMERAEEE
RESMEERE - BB
o

1 January
2019
—E-hEF
—A—H
HK$’000
FTHET

Right-of-use assets presented in “property, plant and
equipment”
Lease liabilities

»® W% BER&w] 2518

EREEE
HERR

7,361
7,378

When measuring lease liabilities for leases that were
classified as operating leases, the Group discounted lease
payments using its incremental borrowing rate at 1 January
2019. The weighted-average rate applied is 4%.

RAEPHAKEHENTHEN
HEAEN AEBFERAER=-ZT
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3. CHANGES IN HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)
HKFRS 16 Leases (“HKFRS 16”) (Continued)

B. As a lessee (Continued)
ii. Impacts on transition (Continued)
The Group presents right-of-use assets in “property,
plant and equipment”’, the same line item as it presents
underlying assets of the same nature that it owns.

The Group elected not to recognise right-of-use assets
and lease liabilities for some leases of low value assets and
short-term leases. The Group recognises the lease payments

associated with these leases as an expense on a straight-line

ERVBBEEA(ERYBERSE
A 228 (&)
ERMBBREERNE16RHE(EEH
BwELERE 1655 1) (&)
B ffﬁiﬁ%ﬁ/\ (&)
ii. wETE(E)
KEBK W% BERKE] S
ZIEREEERAZINEMERZ
R—4EREEEZHRBAER -

AEBDEEZTHREMEEBEEE
HERGHEEEREREEEN
MERE - AREEHPANER
AR R EHERE  HE MR

basis over the lease term. =1
1 January
2019
—E-hF
—A—H
HK$’000
T
Operating lease commitment at 31 December 2018 as IRE SRR E
disclosed in the Group's consolidated financial statements R-—ZT—N\EFE+_-A=+—HBH
AT E AR 3,202
Discounted using the incremental borrowing rate at RZE—NF—HA—BFH
1 January 2019 fEE N AL 3,103
Finance lease liabilities recognised as at 31 December 2018 R-ZT—\F+_-H=+—H
BRNREHERE 7,378
— Recognition exemption for lease of low-value assets —REEEEHENERRR (89)
— Recognition exemption for leases with less than —RBERERA 2EAUTZ
12 months of lease term at transition HEMNERAR (3.014)
Lease liabilities recognised at 1 January 2019 RZE—NF—A—BERNEEEE 7378
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FOR THE SIX MONTHS ENDED 30 JUNE 2019
BE_Z-NFNA=THLKRER

3. CHANGES IN HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (Continued)
HKFRS 16 Leases (“HKFRS 16”) (Continued)

B. As a lessee (Continued)

Impacts for the period

As a result of initially applying HKFRS 16, in relation to the
leases that were previously classified as operating and
finance leases, the Group recognised HK$6,420,000 of right-
of-use assets and HK$6,418,000 of lease liabilities as at 30
June 2019.

Also in relation to those leases under HKFRS 16, the Group
has recognised depreciation and interest costs, instead of
operating lease expenses. During the six months ended
30 June 2019, the Group recognised HK$941,000 of
depreciation charges and HK$29,000 of interest costs from
these leases.

So far as the impact of the adoption of HKFRS 16 on leases
previously classified as finance leases is concerned, the
group is not required to make any adjustments at the date
of initial application of HKFRS 16, other than changing
the captions for the balances. Accordingly, instead of
"obligations under finance leases’, these amounts are
included within “lease liabilities”, and the depreciated
carrying amount of the corresponding leased asset is
identified as a right-of-use asset. There is no impact on the
opening balance of equity.
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CHANGES IN HONG KONG FINANCIAL REPORTING

STANDARDS (“HKFRSs”) (Continued)

HKFRS 16 Leases (“HKFRS 16”) (Continued)

As a lessor

The Group leases out its investment property, including right-
of-use assets. The Group has classified these leases as operating
leases.

The accounting policies applicable to the Group as a lessor are not
different from those under HKAS 17. However, when the Group is
an intermediate lessor the sub-leases are classified with reference
to the right-of-use asset arising from the head lease, not with

reference to the underlying asset.

The Group is not required to make any adjustments on transition

to HKFRS 16 for leases in which it acts as a lessor. However,

the Group has applied HKFRS 15 Revenue from Contracts with
Customers to allocate consideration in the contract to each lease

and non-lease component.

The Group sub-leases some of its properties. Under HKAS
17, the head lease and sub-lease contracts were classified as
operating leases. On transition to HKFRS 16, the right-of-use assets
recognised from the head leases are presented in investment
property, and measured at fair value on transition to HKFRS 16. The
sub-lease contracts are classified as operating leases under HKFRS

16.

USE OF JUDGEMENTS AND ESTIMATES

In preparing these condensed consolidated interim financial statements,
the significant judgements made by the management in applying
the Group's accounting policies and the key sources of estimation
uncertainty were the same as those that applied to 2018 annual financial
statements, except for new significant judgements and key sources
of estimation uncertainty related to the application of HKFRS 16 as

described in note 3.
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FOR THE SIX MONTHS ENDED 30 JUNE 2019
BE_T-NAFRA=TRLAEA

SEGMENT INFORMATION

The segment information reported externally was analysed on the
basis of their goods and services delivered or provided by the Group's
operating divisions which is consistent with the internal information that
are regularly reviewed by the executive Directors of the Company, the
chief operating decision maker, for the purposes of resource allocation
and assessment of performance. This is also the basis of organisation in
the Group, whereby the management has chosen to organise the Group
around different products and services.

Specifically, the Group's operating segments under HKFRS 8 are as

follows:

Continuing operations

(i) Media entertainment platform related products
Trading and manufacturing of media entertainment platform
related products, which are mainly used for satellite products
equipment.

(i)~ Other multimedia products

7 RPER
HINEHZ D BEMZAKEEERMRNE
IR RS 2 EE DT - H\EﬁiEE$ AT
ER(X2EERKE)BNERDBERRRFE
EHIEM CARER —2 - W AAREE 24
BEYE - Bl EEEEERTRER MRS
HEAEE -

E\E‘%ﬁﬁﬁ : K’ilﬁﬁiﬁﬁ*ﬁﬁkiﬁ ZRIFE 8

() REERLETFEEER
BEENBEAKBREYERBER =
ERRNHEEMRE

(i)  EZIREEEdm

Trading and manufacturing of components of audio and video EELRVEYEESTERSH  HlNE
electronic products such as cable lines. % -

(i) Integration of signal system and traffic communication network (i)  EBEIE ?/éL&XLLaﬁﬁﬂfg
Installation and integration of signal system and traffic TR RBEHREEG R BEANALE -

communication network.

(iv)  Satellite TV equipment and antenna products

(v) 2 %ﬁ%fﬁ&%fﬁ/zu%

Trading and manufacturing of satellite TV equipment and antenna BEENBEHESHRERENNRGER
products.
Discontinued operation BARIEREEK

(v)  Satellite TV broadcasting
Provision of Direct-to-Home services for satellite TV broadcasting
in the areas of Middle East, Mediterranean and Africa.

V) HEBLERE
KPR RIFMoREHRERA
EHEERERRE -
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SEGMENT INFORMATION (Continued)

During the period, an operating segment regarding the satellite TV

5. oEEFR (&)

REIA - ERAFEEREENEEDMELL

broadcasting was discontinued (note 7). IREACETIE
Segment revenue and results DEBU R R A
The following is an analysis of the Group's revenue and results by LA 2P E D AT AL B R B EEHAR 2
reportable and operating segments for the period under review: WS R ST -
Six months ended 30 June 2019 BE-Z-hEXA=1THLAEA
Discontinued
Continuing operations operation
HELERR BALEEEE
Integration
Media of signal system Satellite TV
entertainment Other and traffic equipment
platform related multimedia  communication  and antenna Satellite TV
products products network products Sub-total  broadcasting Total
BERETE Hb3R EARRRAR HEEIRRA BEER
HEER BER REEAGE  RRBER Nt B &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Tén TEn TEn TEn TEn TEn TEn
(unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited)
(RERH)  (REEH)  (RERM)  LKEER)  (REBN)  (REEN)  (REEA
REVENUE g
Bitemal sales Mg 119,145 131,935 - 416,544 667,624 18990 686,614
Timing of revenue recognition KEEIRE
Atapointin time REE 119,145 131,935 - 416,544 667,624 - 667,624
Overtime i - - - - - 18,990 18,990
119,145 131,935 - 416,544 667,624 18,990 686,614
RESULTS E3
Segment esults PEES 20868 16872 - 54,033 91,773 (54,391) 37,382
Other income, gains and losses B WaREE 20,939 - 20,939
Administrativeand otherexpenses TR REMEX (67,512) (16,909) (84421)
Research and development costs HEMA (20383) - (20383)
Reversal of expected credit loss PRAERSEEFRAD
on financial assets 18,292 1,140 19,432
Finance coss BBHA (18,519) - (18,519)
Share of profit of an associate -l N2 8H 9,741 - 9,741
(ain on disposal of discontinued ﬁ%E?‘?M“ EES A
operation - 149,948 149,948
Profit before income tax expense BETEH AR 34371 79,788 114,159
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

GEE

RER e 5 R Mot (8

FOR THE SIX MONTHS ENDED 30 JUNE 2019

HEZT-NFAA=THILEA
5. SEGMENT INFORMATION (Continued) 5. 7EER (&)
Segment revenue and results (Continued) DEBU R R 3 4E (FE)
Six months ended 30 June 2018 Eki;%—/\i/_\ﬂ =+AHIENEA
Discontinued
Continuing operations operation
REREEH BRIEERE
Integration
Media of signal system Satellite TV
entertainment Other and traffic equipment
platform related multimedia  communication andantenna Satellite TV
products products network products Total broadcasting Total
RESSTE  EMSN BANMER  HEERRE - gEE |
HBER BEm  UBRARE  RGEx Nt B )
HKS'000 HKS'000 HKS000 HKS000 HKS000 HKS$000 HKS'000
Fitr Titr Tir Tin Tin Tin Tt
(unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited)
(ReEgn)  (REER)  (REsR)  (REER) (REER)  (REER) (REER)
(Re-presented) ~ (Re-presented)  (Re-presented) ~ (Re-presented)  (Re-presented)  (Re-presented)  (Re-presented)
(&5) (&5) (&5) (&51) (&31) (&5) (&51)
REVENUE Wi
External sales HOMEE 130,298 123,285 - 463,088 716671 B9 739962
Timing of revenue recognition hEEAER
Atapoint in time BEES 130298 123285 - 463,088 716671 - 716671
QOvertime il - - - - - 591 2591
130,298 123285 - 463,088 716671 591 739962
RESULTS F3 |
Segment esults NH%E 19,585 13951 (179) 8477 61838 (52011) 987
Other income, gains and losses EHMA - WERESR 20323 %4 20347
Administrative and otherexpenses  {THREMER (83,115) (20,169) (103,284)
Research and development costs TEHA (17631) - (17631)
Finance costs BIBMA (14003) - (14003)
Share of profit of an associate [l —EBE DR 2 &7 3915 - 3915
Provision for expected creditloss %uﬂﬁéfﬁ% EEEkE
onfinancial assets (1751) - (1751)
Loss before income tax expense BEARL LB (30424) (72,156) (102580)

Segment results represent profit earned/loss suffered by each segment
without allocation of other income, gains and losses, reversal of/
(provision for) expected credit loss on financial assets, administrative
and other expenses, research and development costs, finance costs and
share of profit of an associate. This is the measure reported to the chief
operating decision maker for the purposes of resource allocation and

performance assessment.

Certain prior period information has been re-presented to conform with

current period presentation.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

RIRR4R B BT IS SRR HI 7 (&

FOR THE SIX MONTHS ENDED 30 JUNE 2019
BE_T-NAFRA=THLEAEA

6. INCOME TAX EXPENSE

6. FIEHXH

For six months ended 30 June

BEAA=THILEAREAR

2019 2018
—E-NF —T-N\%F
HK$'000 HKS$'000
FET FAT
(unaudited) (unaudited)
(RE&ER) (REgEZ)
Continuing operations FEREER
The tax charge comprises: MIER X 815 :
Current tax: AEATIE -
PRC H 223 608
Jurisdictions other than the PRC and Hong Kong PR R BB AERER 4,161 3,266
4,384 3,874
Under/(Over)-provision in prior years: BAFERETR(BEEE)
PRC =8 23 (185)
Hong Kong B - -
23 (185)
Deferred taxation: BT -
Current period AN HA R (846) 822
Provision for withholding tax TE B - 180
(846) 1,002
3,561 4,691
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
RRRAR S BIIS SRR MI 7T (&

FOR THE SIX MONTHS ENDED 30 JUNE 2019

HE_Z

j‘LfE'E/\H +E|_|J:/\1.ﬁ

6. INCOME TAX EXPENSE (Continued)

(i)

(ii)

(iii)

(iv)

(v)

(vi)

PRC

The applicable PRC enterprise income tax rate of the PRC
subsidiaries is 25% in accordance with the relevant income tax law
and regulations in the PRC.

Hong Kong
Hong Kong Profits Tax is calculated at 16.5% of the estimated
assessable profits.

No tax is payable on the profit arising in Hong Kong as the entity
operating in Hong Kong incurred tax losses for both periods.

United States of America

The Group's subsidiaries in United States of America are subject to
United States Federal Income Tax at 21% and States Income Tax at
6%.

Europe
The Group's European subsidiaries are subject to profit tax rates at
a range of 23% to 30%.

Macau

As stated in the Decree Law No. 58/99/M, Chapter 2, Article 12
dated 18 October 1999, the Macau subsidiary is exempted from
Macau Complementary Tax since its income is generated from
business outside Macau.

Others
Other subsidiaries operating in other jurisdictions are subject to
applicable tax rates in the relevant jurisdictions.

it
(i)

(ii)

(iii)

(iv)

(v)

(vi)

S ()

Gle:

BT EAMAERERREM  FE
HEBARZEATECEREHHEEA
25% °

)
BBFIE
E_ o

SRR ERBUE N 2 16.5%RT

HREFEEEZEBXMEREGE
ERIERBE  RBERRBEELZ
i F B AR IA

EHNRERE
REBEZENBERBIMEARESD A
12 21% J2 6% 2 Fi 2 48 4 5% B Bt iﬁﬁﬁ =5
RMNEFSHL

BN
AREBEZBMNMBRBERNT F23%E
30% 2 TR F1FH

Ao

RIE—NANE+ A+ /\HE 58/99/M %%
FERLE_EE TG ARRMMEBA
A2 WA R BRPIFINETS - AT EE

RERFIFNSRHIER

Hito
REMADER R G S Z E A8 A FA
BABBIAER ZERREREH -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
RIRR4R B BT IS SRR HI 7 (&

FOR THE SIX MONTHS ENDED 30 JUNE 2019
BE_Z-NFRNA=THLKRER

ERIEREXK

REEHRE - ARBBARKENEEER
EREHREOHE - EXBFD BREFEYH
BELF K2 RO RILEET

7. DISCONTINUED OPERATION 7.
During the period under review, the business of satellite TV broadcasting
operated by the subsidiaries of the Company had been disposed of. This
business segment is presented as discontinued operation in accordance
with HKFRS 5 accordingly.

BRI EEBHRMERE 2 RENT

The results of the discontinued operation for both periods were as

follows:
For six months ended 30 June
BEXA=+THLXMEA
2019 2018
—EB-NEF —E-N\F
HK$’000 HKS'000
FERT FAT
(unaudited) (unaudited)
(REBERK) (REeEZ)
Revenue Wz 18,990 23,291
Cost of sales HERK A (71,965) (75,208)
(52,975) (51,917)
Other income, gains and losses HA A~ e REE - 24
Distribution and selling costs $E 88 M SHE AR (1,416) (94)
Administrative and other expenses TR R B RS (16,909) (20,169)
Reversal of expected credit loss on trade receivables &Y E 5 BR F 78 HA{= B B 18 B [0 1,140 -
Gain on disposal of discontinued operation ﬁ%ﬁ%iﬁ%%iﬁz%é
(note 19(b)) (FtsE19(b)) 149,948 -
Profit/(Loss) before taxation BEADEF(BE) 79,788 (72,156)
Taxation 18 - _
Profit/(Loss) for the period from REARSI PR B DR S >
discontinued operation wm A (E518) 79,788 (72,156)
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
RRRAR S BIIS SRR MI 7T (&

FOR THE SIX MONTHS ENDED 30 JUNE 2019
BE_T-NAFRA=TRLAEA

7. DISCONTINUED OPERATION (Continued) 7. BRIEKEEK (&)
The cash flows of the discontinued operation for both periods were as MERAB DRI REEF 2B RENT
follows:

For six months ended 30 June

BEAA=tTHIEAEA

2019 2018
—E-NF —E-)N\F
HK$'000 HK$'000
FET FHAT

(unaudited) (unaudited)

(REEZ) (REg#EZ)
Operating cash flows (26,902) (74,767)
Financing cash flows 20,065 77,162
Total cash flows (6,837) 2,395
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

GEE

RER e 5 R Mot (8

FOR THE SIX MONTHS ENDED 30 JUNE 2019

HE_ZT

8.

52

—NERA=THLEXREA

PROFIT/(LOSS) FOR THE PERIOD

8. AHIRER,(BR)

For six months ended 30 June

BEAA=tHILEAEA

2019 2018
—E-NE —N\F
HK$'000 HK$'000
FER FAT
(unaudited) (unaudited)
(REERK) (REEEZ)
(Re-presented)
(&%)
Continuing operations HEREER
Profit/(Loss) for the period has been arrived ERAHREEN, (EE)

at after charging/(crediting): Bk (GEA) -

Directors’ emoluments e 1,718 2,581
Other staff costs HAh B TR 59,731 72,514
Retirement benefits scheme contribution, RINEFE BB (ESRHRIN

excluding Directors 1,019 1,539
Total employee benefit expenses EERAIMZ 8% 62,468 76,634
Depreciation of property, plant and equipment ME - WEMREITE 13,502 15,845
Depreciation of right-of-use assets presented in LAE - BERZEZY 2

property, plant and equipment ERAREENE 941 -
Amortisation of intangible assets (Note i) R A EE (D 2,205 2,268
Release of prepaid lease payments B[O BT E IS 78 84
(Reversal of)/Provision for expected credit loss on BUE FERRIEEZE B

trade receivables (Be[E), BifE (8,825) 1,751
Reversal of expected credit loss on loan receivables  FE W E 78 Hi{z B 518 [0l (4,255) -
Expected credit loss on loan to an associate BT —HBERRCERBEHREEERR 21 -
Reversal of expected credit loss on amount Rl — MBS AR RIBEBEE

due from an associate [agicEE e (5,233) -
Interest income (Note i) FLEUA (M RE) (2,006) (1,604)
Interest income from an associate (Note ii) K E— R E QT2 FBUWA (&) (503) (797)
Loss on disposal of subsidiaries (Note i) HE B R R EE (M) 940 2,922
Loss on disposal of investment properties (Note i)  H & & E W 2 558 (M) - 885
Loss on disposal of property, plant and equipment &Y « MiE R&RE 2 EE (i)

(Note ii) 381 815
Net foreign exchange loss/(gain) (Note ii) HNEERE 5B (Was ) 7F 88 (M RE D) 2,515 (1,550)
Discontinued operation BRI
Other staff costs H M8 TRA 8,341 8,824
Gain on disposal of discontinued operation HER RIS ER 2 s (149,948) -
(Reversal of)/Provision for expected creditlosson & BIEETEEEEEE (BE),BE

financial assets (1,140) 24

Notes:
(i) Included in cost of sales
(i) Included in other income, gains and losses
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

GEE

RER e 5 R Mot (8

FOR THE SIX MONTHS ENDED 30 JUNE 2019

HE_Z

10.

j‘LfE'E/\H +E|_|J:/\1.ﬁ

DIVIDENDS
No dividend was paid, declared or proposed during the interim period.
The Directors have determined that no dividend will be paid in respect

of the interim period.

EARNINGS/(LOSS) PER SHARE

From continuing and discontinued operations

The calculation of the basic and diluted earnings/(loss) per share
attributable to the owners of the Company is based on the following
data:

9. KA

PAZR AR HR AR ] 3 SR A

BIRFBEEE - &

EERETAF RIS

10. 8REF (&)

REFEARCKRIEEEER

ARREBEABGERERREERT, (&
18) TR MY BERT B

For six months ended 30 June

BEAA=THILEAREAR

2019 2018
—E-hF —N\F
HK$'000 HK$'000
FTHET FET
(unaudited) (unaudited)
(RE&ER) (RE&EZ)
Profit/(Loss) for the period attributable to owners ~ FARETEGRER REER T (Ei8)
of the Company for the purposes of calculating Z RN REA AFER AR
basic and diluted earnings/(loss) per share wmA(EiE) 145,978 (62,883)
Number of shares R EE
Weighted average number of ordinary shares at RANA=1T Rz EmRmEF 8
30 June 3,278,825,335 3,278,825,335

The computation of diluted earnings/(loss) per share does not assume
the exercise of the Company’'s outstanding share options as the exercise
price of those options is higher than the average market price for shares.

RRAR B HATTERBREZTEESR RN

ZFamE

BT ESREERT (B R

W BRI TE LT W ARTTERBRAE -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

RIRR4R B BT IS SRR HI 7 (&

FOR THE SIX MONTHS ENDED 30 JUNE 2019
Eki—? j_l_,ﬂz/\ﬂ +E|_|J:/\1.}EJ

10. EARNINGS/(LOSS) PER SHARE (Continued) 10.

From continuing operations
The calculation of the basic and diluted earnings/(loss) per share
attributable to the owners of the Company is based on the following

ZREF(FHR) (H&)
REFECE XY
AAFREARESRESRBERF, (K
18) TR T 5 SR

data:
For six months ended 30 June
BEAA=+HLAKEA
2019 2018
—EB-NEF —E-NF
HK$’000 HKS'000
FERT FAT
(unaudited) (unaudited)
(REBERK) (REeEZ)
Profit/(Loss) for the period attributable to REsTEERERREE
owners of the Company for the purposes of AR/ (EB) 2 A BHEE A
calculating basic and diluted earnings/(loss) FEAE ARERR & F1 (B518)
per share 19,981 (26,032)

The denominators used are the same as those for continuing and
discontinued operations.

From discontinued operation

Both basic and diluted earnings per share for the discontinued operation
attributable to the owners of the Company is HK3.84 cents per share
(loss per share for the six months ended 30 June 2018: HK1.13 cents
per share), based on the profit for the period attributable to owners
of the Company from the discontinued operation of HK$125,997,000
(six months ended 30 June 2018: loss of HK$36,851,000) and the
denominators detailed above for both basic and diluted earnings per
share.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

GEE

RER e 5 R Mot (8

FOR THE SIX MONTHS ENDED 30 JUNE 2019

HE_Z

j‘LfE'E/\H +E|_|J:/\1.ﬁ

1. MOVEMENTS IN INVESTMENT PROPERTIES,
PROPERTY, PLANT AND EQUIPMENT AND
GOODWILL

(a)

(b)

()

Investment properties

During the current period, certain properties were transferred
from property, plant and equipment to investment properties and
were revaluated to fair value and a revaluation surplus amounted
to approximately HK$3,370,000 (six months ended 30 June
2018: approximately HK$30,353,000) was credited to property

revaluation reserve.

Property, plant and equipment

During the current period, the Group acquired property, plant and
equipment of approximately HK$6,380,000 (six months ended 30
June 2018: approximately HK$7,939,000). During the period, the
Group disposed of certain property, plant and equipment with
a carrying amount of approximately HK$9,530,000 (six months
ended 30 June 2018: approximately HK$5,590,000) resulting in
a loss of approximately HK$381,000 (six months ended 30 June
2018: approximately HK$815,000) recognised in profit or loss.

Goodwill

For the purpose of impairment testing, goodwill has been
allocated into one (30 June 2018: two) individual cash-generating
unit ("CGU(s)"), engaged in satellite TV equipment and antenna
("PBT CGU").

At the end of reporting period, the management performed
impairment testing on the carrying amount of goodwill with
reference to the cash flow projections of PBT CGU. No impairment
loss was recognised during the period as the recoverable amount
of PBT CGU based on value in use calculation was higher than its

carrying amount.

1. REVE W% BERREUR

BEZ2E

(@ BEWMHE
R - BETMERDE - BE K&
HEREREYE YEHREATE
EHAEHRL 33700008 T (HE_ZT—N
FRA=TAHIEREA : 430,353,000
TT) BRAMEE M EE

(b) Y% - WEREE
RABB  AEEBEME  BERK
##16380000 BT (BE=_ZT—N\F XA
=T HIESNEA 479390008 7T) © R
HA - Zkﬁlﬁjﬁﬁﬁﬁﬁi’v%aoooo%
E(Ek;xc —N\EFERNA=Z+HIEANE
A : %@5,590,000/.17@)2 ST BE
A B 18 s T RR & 18 49 381,000
BL(HEZZ—N\FAZTHILAR
A+ 498150007 7T) °

mﬁ

() PEE
SORERHME BRI RE—E(Z
E-N\FRAZtTH: MEA)BILES
F’_{Eu(ﬁiﬁéi EfL])  EHE

BEREBEILAGR(EENEREELE
ﬁLJ) °

RBEHR BEEEC2EBEMER
CEABEUZHERETEA  HHEZ
FREEETRENR - AREENER
TELABUREEREBEAEEZATR
El eSS EREE - #0 8RR
RR(EETE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

21 B

4= A

w3 /\ﬁ%%ﬁ&% IZTTJ E\E (/12‘/%

FOR THE SIX MONTHS ENDED 30 JUNE 2019

E

—NERA=ZTBIEREA

12. LOAN RECEIVABLES

56

12. EWER

30 June 31 December

2019 2018

—E-NEF —E-N\F

NA=+H |t—A=1+—H

HK$’000 HKS$'000

FHExT FET

(unaudited) (audited)

(RBEZR) (EZ)

Loan receivables (Notes i, ii and iii) FEUEZ (ML ~ i Miii) 708,020 59,507
Less: allowance for doubtful debts (Note iv) o REREAE (FHEEiv) (265,561) (50,713)
442,459 8,794

Represented by: ATRFITEB R

Loan receivables included in non-current assets STAFERBEEMEWER 429,410 -
Loan receivables included in current assets AREBEEMEWE K 13,049 8,794
442,459 8,794

Notes:

(ii)

As at 30 June 2019 and 31 December 2018, the Group had loan receivable amounting
to HK$12,989,000 granted to a third party. The amount was unsecured and bore
interest at 1.2% (31 December 2018: 1.2%) per annum. This loan receivable was fully
impaired as at 30 June 2019 and 31 December 2018.

As at 30 June 2019 and 31 December 2018, the Group had loan and trade receivables
due from two customers (the "“Debtors”) with gross amount of HK$46,518,000
and HK$39,273,000 respectively (the “Receivables’). The Debtors engaged in the
operation of cable television in Nepal.

The loan receivables bore interest at 5% (31 December 2018: 5%) per annum.
Pursuant to an agreement dated 25 March 2016, the 80% equity interest in one of
the Debtors was pledged for part of the loan receivables of HK$43,803,000 (“Share
Pledge”). In the event that the Debtors fails or defaults to settle such loan, the Group
shall have the right but not the obligation to possess the pledged share.

On 29 December 2017, the Group entered into an agreement (the “Agreement”)
with an independent third party (the “Purchaser”), pursuant to which the Group
has conditionally agreed to sell and assign, and the Purchaser has conditionally
agreed to purchase and be assigned, the rights, titles and benefits of the Receivables
and Share Pledge at a consideration of US$4,000,000 (equivalent to approximately
HK$31,275,000) (the “Consideration”).
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

GEE

iR e M BRI T (8

FOR THE SIX MONTHS ENDED 30 JUNE 2019

BHE—T—

NERA=TBIEREA

12. LOAN RECEIVABLES (Continued)

Notes: (Continued)

(ii)

(Continued)

According to the Agreement, the Consideration shall be paid by the Purchaser by
cash in the following manner:

(a) US$200,000 shall be paid on or before 31 March 2018;

(b) US$300,000 shall be paid on or before 30 June 2018;

(©) US$750,000 shall be paid on or before 30 September 2018;

(d) US$750,000 shall be paid on or before 31 December 2018;

(e) US$500,000 shall be paid on or before 31 March 2019;

() US$500,000 shall be paid on or before 30 June 2019;

()] US$500,000 shall be paid on or before 30 September 2019; and

(h) US$500,000 shall be paid on or before 31 December 2019.

Notwithstanding the above, the Purchaser has agreed to use his best endeavours
to pay the Consideration in full to the Group within one year from the date of the
Agreement.

Subject to the payments of the Consideration by the Purchaser in full and upon the
Group having obtained all necessary internal and external authorisations, consents
and approvals from all relevant governmental or regulatory authorities, agencies or
bodies, the date of completion of the Agreement is 31 December 2019 or the fifth
days after the payment of the Consideration in full.

At completion, the Group and the Purchaser shall execute an assignment of the
Receivables, relevant loan agreements and Share Pledge.

Up to 30 June 2019, the Group has received six instalments with total amount of
US$3,000,000 (equivalent to approximately HK$23,522,000) (31 December 2018:
US$2,000,000 (equivalent to approximately HK$15,560,000)) from the Purchaser.

Management has performed an impairment assessment on the loan receivable as
at 30 June 2019. Taking into consideration of the probability of the completion of
the Agreement, a reversal of expected credit loss amounted to HK$4,255,000 was
recognised during the period.

12. BRER ()

(8

(&)

BiEwE - RESEESRTIARARE XN

@ 200000 ETLHR ZT—NF=A=+—HBxK

ZRISA

(b) 300000 TR ZFE—NFRA=THHZ
BIZAT

© 750,000 TR =
LIEZNE

—NFhRA=+HZZ

() 750,000 ETTHER =
2RSS

—N\E+-A=+—H

(e) 500000 ELHER T —NF=A=+—HB=k

ZRISAT

6] 500,000 ETAHR=E
AIZAS

—NEFERA=TREZ

() 500,000 ZETLAHR ZE
ATEAT &

—hFNRA=t+HE=HZ

(h) 500000 XETHR=_FT—hF+=A=+—8
2RSS o

BE LXMW - EHERBEREZARE HNAHER
Bt —FRAAEEX N2 HAE -

FEAXN2ERERAEED WA ERERATE
EHR SPGB B2 AR R IMRERAE -
RERIAER BT RMA—S—NE+=A
=t BASESEREINRERFLX -

ATERKEY - ANERE R B T 1T IR R - BRI R
T B B 0 E 4R 2 5 o

BEEZEZT-NFAA=1+AH AEEBEEHWREINE
FIEE #£ 3,000,000 7T (FAE A 23,522,000 #T)
(ZZ—N\FE+=—A=+—8 2000000 =7 (HE
HA#) 15,560,000 FETT) ) °

EREDHR T —NFANA=Z+BZERETH#ET
BT - & E B IRpETRZ TR - HNEHER
TEEE B E5 R B 4,255,000 AT °
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

21 B

AR MG ERR I T (&

FOR THE SIX MONTHS ENDED 30 JUNE 2019

S

-z

—=

—NERA=ZTBIEREA

12. LOAN RECEIVABLES (Continued)

Notes: (Continued)

58

(iii)

(iv)

During the period, as set out in note 19(b), the Group disposed of the entire equity
interest in Speed Connection Group Limited (the “Disposal’), and since then, the
loan receivables from Speed Connection Group Limited and its subsidiary MyHD
were classified as loan receivables.

As at 30 June 2019, the Group had loan receivables amounting to HK$429,410,000 (net
of provision for expected credit loss) granted to third parties which were classified as
non-current assets. The loan receivables were arising from the disposal of all interests
in MyHD and the extension of the existing loans to MyHD. For details, please refer to
the Announcement and the Circular. The amounts were unsecured, interest-bearing
at rates ranged from 3 months LIBOR plus 200 basis point per annum to 10% per

annum and will be matured on 31 December 2020.

The principal amounts of these loan receivables were US$71,298,000 (equivalent
to approximately HK$556,907,000), in which amount of US$9,554,000 (equivalent
to approximately HK$74,626,000) due from Speed Connection Group Limited,
bore interest rate at 3 months LIBOR plus 100 basis points per annum; and amount
of US$51,244,000 (equivalent to approximately HK$400,266,000) and amount of
US$10,500,000 (equivalent to approximately HK$82,015,000) due from MyHD (the
non-wholly owned subsidiary of Speed Connection Group Limited), bore interest
rate at 10% per annum and at 3 months LIBOR plus 100 basis points per annum
respectively, and the corresponding interest receivables were US$11,728,000
(equivalent to approximately HK$91,606,000). These loan receivables and the interest
receivables, net of the provision of expected credit loss of HK$219,103,000, amounted

to HK$429,410,000 were recognised as loan receivables upon the Disposal.

The provision of expected credit loss was determined by the management of the
Group based on the creditworthiness and the past collection history of the borrowers.

Allowances for doubtful debts

12. BER (&)

s ()

(iif)

PERA - SR EE 1900) PRS- ANEEH BN TR &
BERRAB 2R (HES|]) AR
REREBEBRARARTRENBRR MyHD 2 BIRE
REDFREIE -

RZZE—NEANA=1H AREERTE=HHE
B K 429,410,000 BT (MBRTESEERIERE)
WHKESEAIERBEE - BKERDEELGHER
MyHD 2 2 8biEz + LA RIS T MyHD MR A B FKGE
R oHBRSHZAERZBE ZELEAEES -
1% =l B BUERTTRIZE IR 800 200 FEZEZZE 10 [EH
FRERAB MR T _TF+_A=+—RBEFH-

ZERKRERZAESE R 71,298000 7T (HHER
#9 556,907,000 #7T) - HPEREMERBR AT Z
9,554,000 T (FHE R4 74,626,000 #7T) H=1{E A
REBBITRIEREM 100 EEZNFFEFE - M
W MyHD (BBt EBAR AR ZIEZENBAR])
Z 51,244,000 & 7T (A8 E R 49 400,266,000 B JT) K
10,500,000 7T (F%E R4 82,015,000 & 7T) 85 Bl
REFIR 10 E R =@ ABBERITREFRE M 100 @
EEEE - HEREWFE A 11728000 7T (48
B R 49 91,606000 B 7T) o RN TEEEE B8 &
14 219,103,000 BT - ZEEWE R LEWF S A
429,410,000 7T - BRI EFBRERBERER -

BEREEEERERAEEELEEANMERAZEE
N RS MEEE ©

REREE

30 June 31 December

2019 2018

—E-hE —T-N\F

SB=tH +ZA=+—8

HK$’000 HK$'000

FEx FiET

(unaudited) (audited)

(RBER) € &)

At the beginning of period/year HRER X 50,713 50,713
Reversal of expected credit loss TEEEEEERE (4,255) -
Recognised upon the Disposal R EFIEERER 219,103 -
At the end of period/year REFR 265,561 50,713
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
RRRAR S BIIS SRR MI 7T (&

FOR THE SIX MONTHS ENDED 30 JUNE 2019
BE_Z-NFNA=THLKRER

13. TRADE, BILLS AND OTHER RECEIVABLES 13. BRESRN  BREBRHEARE
WRKIE
The Group allows an average credit period of 60 to 120 days to its AREBRTFTEEGEFPZEZEHTFHAE0E
trade customers. The following is an aged analysis of trade and bills 120K o JEINE 5 IR R B W% (FNBR R R
receivables, net of allowance for doubtful debts, presented based on the 1) NREHRILTEZNE (BB AN ER
invoice date, which approximated the respective revenue recognition HEIER) 2P 2 BRER TN T ¢

date, at the end of the reporting periods:

30 June 31 December
2019 2018
—B-hE —E-N\F
ANBA=+8 |t=ZA=+—8
HK$’000 HK$'000
FHET FAET
(unaudited) (audited)
(RBEXK) (fe&E%)
0-30 days 0FE30K 144,465 143,838
31-90 days 31 290 K 110,894 108,396
91-180 days 91 2180 K 20,263 13,990
More than 180 days 8180 X 27,437 20,798
Trade and bills receivables JEUNE 5 BRI FE U ZE 4% 303,059 287,022
Prepayments and other receivables TR AT K E A K ROR 115,343 102,237
Total trade, bills and other receivables JEWE SERFR  FEWEE &

HoAth FE YR IB AR RR 418,402 389,259

The Directors reviewed the carrying amounts of certain long outstanding ERCRAETRANKERERE SRR
trade, bills and other receivables and measures the expected credit EUREEREMERRBECEEDSE  WR
loss under HKFRS 9, Financial Instruments. During the period, reversal of BEAVBHmELENFE R T AT =TEH
expected credit loss of HK$8,825,000 was recognised (six months ended FEEE- - NER - BEEREHEEEERD
30 June 2018: provision for expected credit loss of HK$1,775,000). 88250008 L(BE-T—NFAA=1THI

NEA : FEHREEEEREME1,77500087T) ©
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
IRRAR & MRS R MY et (4

FOR THE SIX MONTHS ENDED 30 JUNE 2019
E T NEARA=THLNEA

14. AMOUNT DUE FROM/LOAN TO AN ASSOCIATE 14. B —RBE QAT ZRE 4EF—
EHE AR ZEM

30 June 31 December

2019 2018

—E-hEF —E-N\F

ARA=Z+H |tZA=+—H

Notes HKS$'000 HKS'000

B 5T FET FAT

(unaudited) (audited)

(REBEZX) (JeEiZ)

Non-current assets IEmBEE

Loan receivables FEWE R (i) 22,116 22,137

Current assets MBNEE

Trade receivables FEUE SRR (ii) 66,888 109,674

Interest receivables FEUF B (iif) 4,307 4,028

Amount due from an associate UG — FEJ s 8 B B 3R 71,195 113,702

Notes: BREE -

0] amount of HK$22,116,000 (31 December 2018: HK$22,137,000) being unsecured and 0] 216008 T(ZFTE—-—N\NF+=_A=+—8:
bearing fixed interest rate at 4.75% per annum, the loan receivables is classified as 22,137,000 7T ) /% M 1K 4R R 4R [E] 5 G I 475 E 5T
non-current assets as repayment date was extended to 31 December 2022; B HRERABMEEE-_T-_—_F+=-A=1+—

B MEKERDEAIERDEE

(ii) amount of HK$66,888,000 (31 December 2018: HK$109,674,000) being unsecured, (ii) 668880008 T( —Z T —\NF+=_A=+—8:
interest-free and the Group allows a credit period of 360 days to its associate which is 109,674,000 70) REEARTEFE - BAKEGE T
trade in nature; and HBENRIZEES AR BESHHED &

(i) amount of HK$4,307,000 (31 December 2018: HK$4,028,000) being interest (i) 43070008 T(ZF—N\F+ZHA=+—H : 4028000
receivables from the loan to an associate. B BB T HBE AR ZERZ EBRFIE
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

RRRAR S BIIS SRR MI 7T (&

FOR THE SIX MONTHS ENDED 30 JUNE 2019
BE_T-NAFRA=TRLAEA

14. AMOUNT DUE FROM/LOAN TO AN ASSOCIATE
(Continued)
The following is an aged analysis of trade receivables from an associate,
which is trade in nature, presented based on the invoice date at the end
of the reporting periods:

14, BER—RBBE AT ZRE BF—

BEE AR 2ER (H&)

Y —EEEARZEZRR(BEZEL) RN
BERRZERZAH2INZREDITT

30 June 31 December

2019 2018

—g-hE | —ETF

AR=tH |tZA=1+—H

HK$'000 HK$'000

FHET FHET

(unaudited) (audited)

(REER) (&)

0-30 days 0E30K 1,172 24,884
31-90 days 31 290 K 6,961 26,800
91-360 days 91 £360 X 37,713 17,409
More than 360 days B8 360 X 21,042 40,581
66,888 109,674

2019 Interim Report / Sandmartin International Holdings Limited

2019 B E /B T BRI AR A A

61



NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

RIRR4R B BT IS SRR HI 7 (&

FOR THE SIX MONTHS ENDED 30 JUNE 2019
ﬁi—? j_l_,ﬂz/\ﬂ +E|_|J:/\1.ﬁ

15. TRADE, BILLS AND OTHER PAYABLES

15.

The following is an aged analysis of trade and bills payables, presented

based on the invoice date at the end of the reporting periods:

BENESES  BHE

(NE/S:

BRHEME

RNEZEANRENRERBREHRIZERER

2NN ZREEDMT

30 June 31 December

2019 2018

—E-hE —E-N\F

ANA=+H |+tZA=+—H

HK$’000 HK$'000

FHET FAT

(unaudited) (audited)

(REEX) (feFZ)

0-30 days 0E 30K 176,815 277967

31-90 days 31 290K 218,147 48,595

91-360 days 91 & 360 X 70,532 33,499

More than 360 days HBid 360 X 11,482 25,843

Trade and bills payables FERTE SRR R T =58 476,976 385,904

Other payables H b T FRIE 98,069 119,318
Total trade, bills and other payables JERE SRR - EREER

H fth & {5 SRIR AR HE 575,045 505,222
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
RRRAR S BIIS SRR MI 7T (&

FOR THE SIX MONTHS ENDED 30 JUNE 2019
BE_Z-NFNA=THLKRER

16. PROVISION FOR FINANCIAL GUARANTEE 16. M EREE

The Company had pursuant to the guarantee (the “Guarantee”) given ARBIEREFMYHD 2 Rz B 2 R ([ 1B
in favour of MyHD irrevocably guaranteed to pay all financial obligations ®) 1) A EE R E AT I\/lyHD B B@MyHD
of MyHD in relation to the third amendment agreement to the content BMBCFZ LLCHETYBEIA=ZE—"FTA=
supply agreement (the “Content Supply Agreement’) dated 3 October H ZWAT}%prugi(rﬁq@{#@Tﬁ%J VB =&
2016 which was entered into between MyHD and MBC FZ LLC. The ST B EE T o ZIERIIES|HA -
Guarantee does not expire and the maximum amount payable by MARNFIREBEERENZZESETEHRIB
the Company under the Guarantee should not exceed US$3,500,000 3,500,000 5 7T (FHE 74 27,332,000 7T) °

(equivalent to approximately HK$27,332,000).

The Guarantee does not contain any conditions which need to be BRI EEAAETERAGHINBEE 2
fulfilled or any circumstances which must arise before MyHD can enforce ERIBNR - LARRBRE MyHD AT (R B B sk AR
the same and demand payment from the Company. Notwithstanding AR o BB MyHD R e 1t R AR fE 177 3%
that MyHD failed to observe all its payment obligations under the third FE=MEFTWE T FIBNRET - EBER
amendment agreement to the Content Supply Agreement, since the BERREEHRELHIL  AARWEEETM
date of the Guarantee up to the reporting date, the Company has not A MyHD IR IEIE(RIZ H 2 (R E K -

received any demand for payment from MyHD under the Guarantee.

At 30 June 2019, the Group had recognised the provision for financial RZE—NFXRNA=Z1+H  AEECHERE
guarantee amounting to US$3,500,000 (equivalent to approximately R A813,500,000 3% 7T (A& F %Y 27,332,000 7T)
HK$27,332,000) in relation to the Guarantee. ZBATEVE IR -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
RIRR4R B BT IS SRR HI 7 (&

FOR THE SIX MONTHS ENDED 30 JUNE 2019
BE_Z-NFRNA=THLKRER

17. BANK AND OTHER BORROWINGS 17. RITREMEE
30 June 31 December
2019 2018
—E-hF —E-N\F
ANA=+AH |T=ZA=+—8H
HK$'000 HK$'000
FER T
(unaudited) (audited)
(REER) (Fe&EZ)
Bank loans RITER 218,352 201,643
Other loans HiER 256,517 257,428
474,869 459,071
Analysed as: DA
Secured PSEiigtd 129,169 137,659
Unsecured i il 345,700 321,412
474,869 459,071
During the period, the Group raised bank loans in the amount of RERA - A& BT E R 1T B 30 49308,620,000
approximately HK$308,620,000 (six months ended 30 June 2018: bank BLT(BEZZT—-N\FA=THILREAR:
and other loans of approximately HK$233,618,000) and repaid bank and RITRE M E 5049233618000/ 7T) © WIEE
other loans of approximately HK$289,627,000 (six months ended 30 June RITREME KA 2896270008 T (HEZE
2018: approximately HK$254,145,000). —\FRA=+THIENER : 49254,145000%5
JT) e

The variable rates of bank borrowings carry interests at LIBOR plus a RITHEEZZHINERBERBERITRAZER L
spread. The effective interest rates on borrowings are at range of 3.0% MEFTEZEME - RZE—NFRA=TH "

to 10.00% per annum as at 30 June 2019 (31 December 2018: 2.3% to BEZEBRFNENFI0EZ1000E(=
10.00% per annum). —N\F+-_A=+—8: FR=X TT?ZSF;‘:

1000[E) °
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

GEE

RER e 5 R Mot (8

FOR THE SIX MONTHS ENDED 30 JUNE 2019
HE-ZT

19.

j‘LfE'E/\H +E|_|J:/\1.ﬁ

18. SHARE CAPITAL 18. IRA
Number
of shares Amount
BB ot
HK$'000
FAT
Ordinary shares of HK$0.10 each SIAE 010 B TR EBAX
Issued and fully paid EEITREE
As at 1 January 2018, 31 December 2018, —E-N\F—A— El T —\F
1 January 2019 and 30 June 2019 + A=+—8" jmi
—H—H &_?fﬂi/ SA=+H 3,278,825,335 327,882
DISPOSAL OF SUBSIDIARIES Hj’EBﬁ“E'/} ﬂ
(@  During the six months ended 30 June 2019, the Group disposed of @ BE_Z-—NAFAAA=THIEXHE

the entire equity interest in FLT Hong Kong Technology Limited.
The net assets of FLT Hong Kong Technology Limited at the date

of disposal were as follows:

A Z’»‘ & B H % H AFLT Hong Kong
Technology Limited #) 2 #0 A% AN fE 2  FLT

Hong Kong Technology Limited 7t & B H#A

REEFENAT

HK$'000

FAT
Trade receivables EUE FERR 975
Other receivables HAth e IR 319
Trade payables BT E S ER )
Other payables and accruals Hoqth pE AT 5018 R FERTIA B (350)
Net assets disposed of FIEMEEFE 940
Loss on disposal of subsidiaries included in profit or loss SFABRSENEENBARER (940)
Total consideration BRE -
Net cash outflow arising on disposal HEEENR 2R FHE
Cash consideration RENE -
Bank balance and cash disposed of FIHERITEFRRS -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
RIRR4R B BT IS SRR HI 7 (&

FOR THE SIX MONTHS ENDED 30 JUNE 2019
BE_T-NAFRA=THLEAEA

19. DISPOSAL OF SUBSIDIARIES (Continued) 19. HEMBE AT (&)

(b)  During the six months ended 30 June 2019, the Group disposed b)) HEZZE—AFNA=THIENER @ &
EEEEENEHERBR AR - Ocean
Oasis International Limited ( 72 2% & BE Z Bf
5 7 it B 37 ) ~ Ocean Oasis International
Limited (PP Rz {0 & B8 R B s A A7)
K MyHD (4t 78 5 [SCGE B |) 89 & B0 AX
Az - SCGCREEREE RN AaEF

of the entire equity interest in Speed Connection Group Limited,
Ocean QOasis International Limited (incorporated in the British
Virgin Islands), Ocean Qasis International Limited (incorporated in
the United Arab Emirates) and MyHD (collectively referred to “SCG
group”). The net liabilities of SCG group at the date of disposal

were as follows:

RELNTE -

HKS'000

FAT
Goodwill* P -
Inventories FE 3,145
Trade receivables TEW%%EEM 17,368
Other receivables H b e Wk 4,627
Cash and bank balance iﬁ%&fﬁﬁm 1,558
Trade payables BB SRR (133,414)
Other payables and accruals HAb R RIB R EETIER (33,607)
Net liabilities disposed of FrihEma & (140,323)
Less: Non-controlling interest W SRR A 391,442
Loan receivables due from SCG group (note 12(iii)) FEU SCG & B 2 B 3R (B3 12(ii)) (429,410)
Provision for financial guarantee (note 16) B G E R4 (s 16) 27,332
Cost of disposal H & B AN 1,011
Gain on disposal of subsidiaries included in profit or loss FFABEMEEMNB A (7))

(note 7) 149,948
Total consideration MR (E -
Net cash outflow arising on disposal LEEENR SR FHE
Cash consideration (US$1) REREO ET) -
Bank balance and cash disposed of FrbERITETRIRE (1,558)

(1,558)
* Goodwill allocated to the cash generating unit of satellite TV broadcasting * PEEFEEREEBZHESELSB 2 AE

was fully impaired as at 31 December 2018.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
RRRAR S BIIS SRR MI 7T (&

FOR THE SIX MONTHS ENDED 30 JUNE 2019
BE_T-NAFRA=TRLAEA

20. RELATED PARTY TRANSACTIONS 20. BEBEA LR B
(i) Transactions i R
The Group had the following related party transactions: AREBEZETUTEBALRS

For six months ended 30 June

BEAA=tHIELAEA

Relationship Nature of transaction 2019 2018
& REME —E-hF —E-N\F
HK$’000 HK$'000

FET THET

(unaudited) (unaudited)

(REER) (RIEEZ)

Associate Sales of goods 1,430 148,074
/N HEE®
Interest income 503 797
FLEWA
(i) Balances (i) #&k
Details of the Group's balances with related party are set out in A& B HEH A L2 EHRFFBEHNEA
the condensed consolidated statement of financial position and in IRAE BT KM 14 -
note 14.
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

RIRR4R B BT IS SRR HI 7 (&

FOR THE SIX MONTHS ENDED 30 JUNE 2019
BE_Z-NFRNA=THLKRER

20. RELATED PARTY TRANSACTIONS (Continued)
(ili) Compensation of the key management personnel
The remuneration of the Directors and other members of key
management during the period was as follows:

BEEALRS (&)

(i) TEEBEASZHE
HANEELRTEEEEHLMAK S ~ 5
T

For six months ended 30 June

BEAA=tTHILEAEA

2019 2018
—E-hF - N\F
HK$’000 HK$'000
FHET FHET
(unaudited) (unaudited)

(REE®) (RIEERZ)

Short-term benefits SEEE Y] 4,712 6,847
Post-employment benefits B2 12 A 80 132
4,792 6,979

In the opinion of the Directors, the remuneration of the Directors
and key management is determined having regard to the

performance of individuals and market trends.

21. ARBITRATION

On 29 September 2011, the Group entered into a conditional
agreement (the "Agreement”) with an independent individual third
party (the “"Original Shareholder”) and Technosat Technology JLT FZE
(“Technosat’, a company incorporated in Dubai, which was wholly
owned by the Original Shareholder), to subscribe for 375 new shares
in Technosat at a cash consideration of US$7,500,000 (equivalent to
HK$58,170,000), amounting to 15% of Technosat's enlarged capital.
Technosat is set up to be engaged in operation of digital TV and radio
platform, pay TV channel, and sales and supply of TV set top boxes.
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21. &
RZB——FAA-_+hhB KNEHHE—
HEERE =7 ([ RBRRE]) KTechnosat
Technology JLT FZE ([ Technosat| © — & 7 #t
HaMKz 2z E ARIERERE2EHB)F]
S—mAEKEGE (&Rl ARERE
7,500,000 7T ( 48 & $458,170,0007% 7T ) R #&
Technosat 375 A% %% - Bl Technosat £ R IR AR
Z15% © Technosat Z KM B ) Bt EEEHT
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)
RRRAR S BIIS SRR MI 7T (&

FOR THE SIX MONTHS ENDED 30 JUNE 2019
BE_T-NAFRA=TRLAEA

21. ARBITRATION (Continued) . RE(E)

As at 30 June 2012, the Group had paid a deposit of US$2,500,000
(equivalent to HK$19,467,000) to Technosat to acquire new shares in
Technosat which was fully provided for impairment in the prior year.
Pursuant to the terms of the Agreement, the Group is required to pay a
further sum of US$5,000,000 in relation to the subscription of this 15%
equity interest in Technosat. The subscription has not yet completed
up to the date of approval of this report as the conditions precedent of
the subscription of new shares in Technosat including the consent and
approval by government authority in Dubai have not been fulfilled.

Despite the Group's repeated requests for information, there has been
no satisfactory response from the Original Shareholder or Technosat
regarding the current status and the procurement of obtaining
government approval from the government authority in Dubai. The
Group has engaged legal counsel to act for the Group and started
dispute resolution proceedings against the Original Shareholder and
Technosat.

On 21 January 2013, the legal counsel of the Original Shareholder and
Technosat served a notice on the Group's legal counsel for a claim on
the further payment of US$5,000,000 in relation to the subscription of
15% equity interest in Technosat.

The Group's legal counsel replied on behalf of the Group on 11 February
2013 in response to the claim of the Original Shareholder and Technosat
defending the claim as the Directors of the Company considered such
claim invalid, as the conditions precedent of the subscription of new
shares in Technosat had not been fulfilled and constituted a breach of
the Agreement.

The Group's legal counsel had repeatedly requested the Original
Shareholder and Technosat to commence the next step of the mediation
process, but there has been no satisfactory response from the legal
counsel of the Original Shareholder and Technosat up to the deadline
set by August 2014. At the date of approval of this report, the Group's

legal counsel confirmed that there was no update on the arbitration.

RZEE——F~A=+8H" KE.EF_J
Technosat 2 - 3] £ 2,500,000% 7T( #8 &
19,467,000 7C) + LAWK B Technosat AT A% - Ex
LT EREFREGHRERMERE - RIBZ W
& 2GR AN & B ZE B FR B8 Technosat 7% 15%
B AN it — P X £ 5,000,000 7T © AR REE
Technosat 7% 2 o /& 64 (B IEEVS HFE BT
PR E B RBE) MARERK - REFER
HEARRESEIES BHRTK °

BEAREE — B E KRR =k Technosat 12 1
BB FE TSP HE & 2 3R R AR EEE
ERAREZER  BINABSARBEZEE -
REBCZREZBEMRASETS - Wity
[ N% 3 & Technosat B AL FREIZ 7 ©

RZE—ZF—A=-+—8B BEREK

TechnosatZ?i@@ SRSl d=1i5E N
— @A - FREAB RIS Technosat 15% R 2R

%EZL’E*ZFEKIE 5,000,000 7T °

AEBZEZEZBERAR-_ZT—=F="A+—HRK
F AL E [0 fE R A% 3 K Technosat Z R & *f
ARREENE  RAALARERERAANRA
A& Technosat #T AR 2 5T R i R AR AKX - BN
PRIERZ e WMZERREEN -

AEBZAEZEREZXBLRRBRER
Technosat iR HARB T —FABEF 2 23
HEEZZT—MFN\AZRH  HRESFRER
R K Technosat 2 AR BB S AMEBE 2 EE °
RAREEIEER  AEE 2 ZZBERD#
RIPE I W -
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (Continued)

GEE

RER e 5 R Mot (8

FOR THE SIX MONTHS ENDED 30 JUNE 2019

HE_ZT

j‘l_,fE'E/\ﬂ +E|_|J:/\1.ﬁ

22. LITIGATIONS

(a)

HCMP 1044/2017

The Company was served an originating summons under section
740 of the Companies Ordinance (Cap.622) (the “Summons”) on
5 May 2017 filed by Fung Chuen as the plaintiff (the “Summons
Plaintiff’) against the Company as the defendant under action
number HCMP No.1044/2017 in the Court. Details of the Summons
are set out in the announcement of the Company dated 5 May
2017.

In the Summons, the Summons Plaintiff applied to the Court for,
among others, the following orders (the “Application”):

(i) The Summons Plaintiff and/or his authorised agent be
authorised to inspect and make copies of the documents in
relation to the investment in Dish Media and the Debtors;

(i) The Summons Plaintiff and/or his authorised agent be
authorised to inspect and make copies of the documents in

relation to the investment in MyHD; and

(i) The Summons Plaintiff and his authorised agent be
authorised to inspect and make copies of the documents in
relation to the open offer announced by the Company on
24 October 2016 and 30 March 2017 respectively.

Pursuant to the order of the Court dated 17 October 2017
(the “Order dated 17 October 2017"), it was ordered that
the Company shall produce to the Summons Plaintiff those
documents listed in the schedule of the Order dated 17 October
2017. On 27 October 2017, the Company filed a notice of appeal
(the “Notice of Appeal’) to the Court for a stay of execution of the
Order dated 17 October 2017 pending the final determination of
the appeal.
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22. LITIGATIONS (Continued)

(a)

(b)

HCMP 1044/2017 (Continued)

On 15 December 2017, the Court held that the appeal had no
reasonable prospect of success and ordered that the Company'’s
application for stay be refused but that the time for the Company
to comply with the Order dated 17 October 2017 be extended to
5 January 2018.

On 22 December 2017, the Company amended its Notice of
Appeal and applied to the Court of Appeal of Hong Kong (the
“Court of Appeal’) for a stay of execution of the Order dated
17 October 2017 pending final determination of the appeal (the
“Stay Application”). Pursuant to the order dated 22 December
2017, an interim stay of the Order dated 17 October 2017 pending
determination of the Stay Application was granted.

At the hearing held on 17 April 2018, the appeal of the Stay
Application under action number CACV 240 of 2017 by the
Company was dismissed by the Court of Appeal and the costs of
the Stay Application was awarded to the Summons Plaintiff. On

1 May 2018, the Company had complied with the Order and
produced the documents as listed in the schedule of the Order
dated 17 October 2017 to the Summons Plaintiff.

HCCW 207/2017

On 6 July 2017, the Company was served a petition for winding-
up dated 5 July 2017 (the “Winding-Up Petition”) filed by Fung
Chuen ("Petitioner”) against the Company, Mr. Hung Tsung
Chin (the “2nd Respondent’) and Ms. Chen Mei Huei (the “3rd
Respondent”) in the proceedings HCCW No. 207/2017
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22. LITIGATIONS (Continued)

(b)

HCCW 207/2017 (Continued)

Pursuant to the Winding-Up Petition, the Petitioner petitioned
for (i) an order that the Company be wound up by the Court
under section 327(3)(c) of the Companies (Winding-Up and
Miscellaneous Provisions) Ordinance (Cap.32) (the “CWUMPQ") of
the Laws of Hong Kong; (i) an order that a liquidator be appointed
by the Court to investigate into the affairs of the Company upon
the winding-up of the Company; (iii) an order that the 2nd and/or
3rd Respondents do account to the Company for such payments
or dispositions which they had procured to be made for their own
benefit and/or for the benefit of entities substantially owned or
controlled by them and/or other than for the Company’s proper
purpose and operation of its business; (iv) an order that costs
of the Petitioner and the Company be paid by the 2nd and 3rd
Respondents and (v) such other order as the Court thinks fit and
appropriate.

On 10 July 2017, a summons to apply for a validation order
was issued by the Company, 2nd and 3rd Respondents. At the
hearing held on 17 August 2017, a validation order was granted
by the Court on the terms as follows: the following disposition
of property and transfer of shares of the Company shall not be
void by virtue of the provisions of section 182 of the CWUMPO:
(a) payment made (or to be made) into and out of the Company’s
bank account in the ordinary course of business of the Company
between the date of presentation of the Winding-Up Petition
and the date of judgment on the Winding-Up Petition; (b)
disposition of property of the Company made (or to be made)
in the ordinary course of business for proper value between the
date of presentation of the Winding-Up Petition and the date
of judgment on the Winding-Up Petition; and () allotment and
issuance of 1,967,295,201 shares of the Company pursuant to the
Open Offer and use of the proceeds from the Open Offer by the
Company. The Court has also ordered the Winding-Up Petitioner
to pay the costs of the validation order to the Company, 2nd and
3rd Respondents (collectively the “‘Respondents”).
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22. LITIGATIONS (Continued)

HCCW 207/2017 (Continued)

On 30 August 2017, the Company applied for another validation
order under section 182 of the CWUMPO, which provides that any
transfer of the shares of the Company shall not be void by virtue

(b)

of the said section. The validation order was also granted by the
Court on 25 October 2017

On 4 December 2017, the Company filed and served its points of

defence (the “Points of Defence”).

At the case management hearing held on 25 April 2018, the Court

made an order that:

1.

The Petitioner and the Respondents (collectively the
“Winding-Up Petition Parties”) do file and serve their
respective list of documents within 42 days after the date
hereof, with inspection to be conducted within 7 days

thereafter;

the Winding-Up Petition Parties do file and exchange signed
witness statements as to fact within 70 days thereafter, i.e.
by 22 August 2018;

the Winding-Up Petition Parties do file and exchange such
witness statements in reply (if any) within 28 days thereafter,
i.e. by 19 September 2018;

the witness statements filed with the Court do stand as
evidence-in-chief unless the trial judge directs otherwise;

the Winding-Up Petition Parties shall obtain counsel’s advice
(if necessary) by 28 November 2018; and all interlocutory
applications if so advised, shall be taken out within 42 days
thereafter,
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22. LITIGATIONS (Continued)
(b) HCCW 207/2017 (Continued)

6. the Winding-Up Petition Parties shall attend a case
management hearing on a date to be fixed in consultation
with counsel’s diaries not earlier than September 2018 with
30 minutes reserved;

7. there be liberty to apply; and
8. costs be in the cause.

On 27 September 2018, the Winding-Up Petition Parties filed and
exchanged the witness statements.

At the case management hearing held on 25 October 2018, the
Court made an order that:

1. the time for the exchange of the witness statement in reply
by the Petitioner be extended to 5:00 p.m. on 30 November
2018;

2. leave be given to the Winding-Up Petition Parties to set
down the matter for trial, with an estimate of 2 days before

a bilingual judge;

3. subject to the direction of the trial judge, witness
statements of the Winding-Up Petition Parties are to stand
as evidence-in-chief;

4, there be a pre-trial review 2 months before the trial is due to
commence;

5. the Winding-Up Petition Parties are to agree on English
translation, or obtain certified English translation of such

documents in Chinese as may be necessary;

6. the Respondents are to lodge the trial bundles with the
Court 2 weeks before the trial;
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22. LITIGATIONS (Continued)
(b) HCCW 207/2017 (Continued)
7. written opening submissions and list of authorities of the
Petitioner be lodged and served on all the other Winding-
Up Petition Parties 7 working days before the trial;

8. written opening submissions and lists of authorities of
the Respondents be lodged and served on all the other
Winding-Up Petition Parties 3 working days before the trial;

0. any application for time be made before 5:00 p.m. on 26
November 2018; and

10.  costs be in the cause.

After an amicable negotiation with the Petitioner, on 21
December 2018, the Winding-Up Petition Parties, without
admission of any liability, entered into a settlement agreement
(the “Settlement Agreement”). Pursuant to the Settlement
Agreement, the Winding-Up Petition Parties have agreed to a full
and final settlement of all the disputes of and in the relation to
the proceedings in HCCW 207/2017, HCMP 1044/2017 and CACV
240/2017 (the “Proceedings and Disputes”).

The principal terms of the Settlement Agreement are as follows:

1. The Company shall, within 7 days from 21 December 2018,
pay the sum of HK$ 1,800,000 (the “Sum”) to the Winding-Up
Petitioner in full and final settlement of all disputes, claims,
or potential claims, in or arising out of or in connection with

the Proceedings and Disputes;

2. The Petitioner shall execute a consent summons with the
Company for the dismissal of the Winding-Up Petition with
no order as to costs (the “Consent Summons”), and an
undertaking not to take any action against the Company
and/or the Company's existing or former directors in relation
to the Proceedings and Disputes (the “Undertaking”);
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22. LITIGATIONS (Continued)
HCCW 207/2017 (Continued)

76

3.

The Winding-Up Petition Parties agree and acknowledge
that the payment of the Sum by the Company shall be
in full and final settlement of all disputes, claims, actions,
interests or costs among the Winding-Up Petition Parties,
including those in the Proceedings and Disputes, accrued
before and/or after 21 December 2018. Each Winding-Up
Petition Party shall bear his own legal costs of and incidental
to the negotiation, preparation, execution and carrying into
effect of the Settlement Agreement; and

Upon the performance of the Settlement Agreement, the
Winding-Up Petition Parties irrevocably and unconditionally
fully and forever release and discharge each other from
and waive any and all claims, demands, actions, causes of
actions, contracts, obligations, debts, costs or liability of
any kind, whether direct or indirect, known or unknown,
foreseen or unforeseen, prospective or contingent or actual,
present or future, arising or capable of arising out of, or in
any way connected with the Proceedings and Disputes,
including those accrued before and/or after 21 December
2018.

As at 21 December 2018, the Petitioner had executed the Consent
Summons and the Undertaking.

Upon the joint application of the Petitioner, the Winding-Up
Petition Parties by way of consent summons dated 21 December
2018, the Court had granted an order on 7 January 2019 that:

1.

the Winding-Up Petition presented on 5 July 2017 be
dismissed;

the costs of the official receiver be deducted from the
deposit and the balance be returned to the Petitioner; and

there be no order as to costs in the action, including the
Consent Summons application.

A sealed copy of the said order was received by the Company on
17 January 2019. As at the date of the approval of the condensed
consolidated financial statements, there is no outstanding
winding-up petition against the Company.
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