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Definitions

B

In this interim report, unless the context otherwise requires, the

following expressions shall have the following meanings:

“Audit Committee”

[EZEZEE]

“Board of Directors” or “Board”
=50

“CEC”
[TTHARE

“China” or “PRC”
[ EY ]

ST

“Company”, “our Company”,

LT

“Group”, “our Group”,

LT

“China Leon”, “we” or “us”
[ARRAR] S [REE] - [FBNE]
Akl

“Director(s)”

==

“HK$”
[t

“IPO”
N=PNGES

“Listing Rules”
[ Em#RAI]

“Model Code”

[CIRZESTRID]

“Period”

[ A HAfE

“RMB”
[ARE]

the audit committee of the Company

ARRMEZEZEE

the board of Directors
g2

the chief executive officer of the Company

KRBT E

the People’s Republic of China
I AR HAE

KA H R E R
BERANUTHEE

- BRXESBTIES  TIIFAR

China Leon Inspection Holding Limited (4 Bl /75558 1%k B R A ]), an exempted
company incorporated under the laws of the Cayman Islands with limited liability on

29 July 2015 and, except where the context indicated otherwise, its subsidiaries
FEDEERBIERAR AR —FKR2015F7 A20BIRER S E AR
UHEBRRERETRARIR (BRXESBEEIN HNEAF

the director(s) of the Company
KARES

Hong Kong dollars, the lawful currency of Hong Kong

BEREEERETT

the Company’s initial public offering of its Shares

RABERAREEHRD

the Rules Governing the Listing of Securities on the Stock Exchange

(B2 Pag s LR D

the “Model Code for Securities Transactions by Directors of Listed Issuers” set out in

Appendix 10 to the Listing Rules

(EMmBRADMER10ME 2 [ EMBEITARFETESFRZHRETA]

the six months ended 30 June 2019

HZE 20196 A30H IE/NAA

Renminbi, the lawful currency of the PRC

FEEEEEARKE
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“SFO”

[(FEZH REIE 5G]

“Share Option Scheme”

[ RT3 ]

“Share(s)”

[ R3]

“Shareholder(s)”
[ A%

“Stock Exchange”
[ B6 32 P

“%H
[%]

Definitions

B

the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong), as
amended, supplemented or otherwise modified from time to time

BBEBIF 571 ECEZ LEIRD]) - BAHER] ~ fFE AT A&

the share option scheme approved and adopted by the Company at the annual
general meeting held on 5 May 2017
RARP2017 55 A5 ARTHRRBERG FH#E RN B S

the ordinary share(s) of par value US$0.00005 each in the issued share capital of the
Company
AR BEBEITIRAF ZAREE 0.00005 ETTH) & AR

the holder(s) of the Shares
BIUESZEUN

The Stock Exchange of Hong Kong Limited
EEBMERZMARAR

per cent.
ERaysd
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Corporate Information

ANCI-EE

BOARD OF DIRECTORS

Executive Directors

Mr. LI Xiangli (Chairman and CEQ)
Ms. ZHANG Aiying (Vice President)
Mr. LIU Yi (Vice President)

Mr. YANG Rongbing (Vice Chairman)

Non-executive Director

Mr. WANG Gang

Independent Non-executive Directors

Mr. WANG Zichen
Mr. ZHAO Hong
Mr. LIU Hoi Keung

COMPANY SECRETARY
Mr. CHAN Oi Fat

AUTHORISED REPRESENTATIVES

Mr. LI Xiangli
Mr. CHAN Oi Fat

AUDIT COMMITTEE
Mr. LIU Hoi Keung (Chairman)
Mr. WANG Zichen

Mr. ZHAO Hong

REMUNERATION COMMITTEE
Mr. ZHAO Hong (Chairman)

Ms. ZHANG Aiying

Mr. WANG Zichen

NOMINATION COMMITTEE
Mr. LI Xiangli (Chairman)

Mr. ZHAO Hong

Mr. WANG Zichen

REGISTERED OFFICE

Clifton House

75 Fort Street

PO Box 1350

Grand Cayman KY1-1108
Cayman Islands
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HEADQUARTERS AND PRINCIPAL PLACE
OF BUSINESS IN THE PRC

Building No. 78
Zhuyuan Road

No. 12 District

Tianzhu Free Trade Zone
Beijing, China

PRINCIPAL PLACE OF BUSINESS IN HONG
KONG

Unit F, 16/F, Neich Tower
128 Gloucester Road
Wan Chai, Hong Kong

PRINCIPAL BANKER

China Construction Bank Jing’an Zhuang Sub-branch
Building 6, Time International Building

Courtyard 6, Shuguang West Lane

Chaoyang District

Beijing, China

HONG KONG LEGAL ADVISOR

Michael Li & Co.

19/F Prosperity Tower
39 Queen’s Road Central
Central, Hong Kong

PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE

Estera Trust (Cayman) Limited
Clifton House, 75 Fort Street
PO Box 1350

Grand Cayman KY1-1108
Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR
AND TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17/F Hopewell Centre

183 Queen’s Road East

Wan Chai, Hong Kong
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Corporate Information

ANCI-EE

STOCK CODE R A KR

1586 1586

WEBSITE R
www.huaxialihong.com www.huaxialihong.com
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Management Discussion and Analysis

Business and Market Review

The global testing, inspection and certification (“TIC”) market
exceeded Euro 200 billion and the market of the TIC industry in China
in 2018 was RMB281.1 billion according to the information provided
by the Certification and Accreditation Administration of the PRC.

From 2013 to 2018, the compound annual growth rate of China’s
TIC industry was 15%, which displayed a year-by-year accelerating
trend. Considering that the TIC industry spread across every field
of the national economic activities in the downstream areas, the
overall demand was less affected by a single downstream area, and
resistance to cyclical fluctuations was strong. In the past five years,
the annual minimum growth rate was higher than 10%.

While the overseas TIC industry was relatively mature, the TIC
industry in China was still in the midst of rapid development. In 2018,
the industry’s growth rate reached 18%. The industry will continue
to benefit from the promotion of consumption upgrade and the
tightening of government regulation in the future.

(Information Sources: the Certification and Accreditation
Administration of the People’s Republic of China, CICC Research
Division)

In the first half of 2019, the traditional business of China Leon
achieved stable growth, and the development of the new testing
business was successful.

In April, China Leon successfully won the bid for PowerChina
Resources Limited’s 2x660MW coal-fired power plant project
in Port Qasim, Pakistan and has become the only independent
inspection service provider for such project. The successful bidding
not only demonstrated that China Leon has won wide attention
and recognition of the industry, but also revealed the Company’s
comprehensive strength. China Leon corresponded with the country’s
“Belt & Road Initiative” strategic plan and laid a solid foundation for
the Company to expand into the South Asia market.

EEERWR D

EB KR HISEE

2IRHROA - BB ERRE(TIC)) MIFERHE R
2,000 EBT - REFEERABERVTESEE
ZEEMER  2018FHEATICITEMISERMA
ARB281118T -

#2013E20184F - MEATICITEFHEA LR
B15% BEE2REFMNENBE - MEEETIC
TETHEMBERGES EEE - BILBEFH
KRB -THEBRFER/ ) - AR

8o BESF  FERELRBEHN10% o

FONOTICITRARY R BERE  TICITE
BEARRERPER 2018 F TR EGE
18% + BRIITESBET R Y BABRMOMEE
MR EEBE -

(BMHR - PEEZRER A EEEEZRE
F 2 2B ES)

2019F L4 - RENBEREBNBIER
F iR R R B A AR -

R4 R FEDEKIIPEFEERGIREER
HRFEEE 2 X 660MW AR B RISEE © KA
ZEEW——REMAARGEE o tXFIZ . &
HAOBESERBZNBIRET  BRT AR
MR ESD - PEBIEEER [—%—K] K8
BEHR - AARMEEREMSIT NEEMHERY -

2019 BT E B ERBRIERERA R
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Management Discussion and Analysis

EEERNWR D

In May, Leon Overseas Pte. Ltd., a subsidiary of China Leon,
purchased the entire issued share capital of the target company,
Saybolt (Singapore) Pte Ltd.. Such acquisition represented a good
opportunity for the Group to expand its services to cover laboratory
testing and inspection of bulk cargoes of oil, gas, chemicals and
bunkers in Singapore, Malaysia, Indonesia and the surrounding
territory, and could bring a synergy to the Group’s related business
divisions in reducing costs and establish a firm base for the Group in
expanding its global customer service network. The network layout
of the cross-product-line testing business in Asia-Pacific region was
initially completed.

In June, China Leon successfully won the bid for the overseas
supervision business of XE&A. Through implementing full
supervision on the loading-and-unloading vessels of imported
coal and the inspection process, customers can have real-time
control on the transportation and inspection status of imported
coal, thereby avoiding their unnecessary losses. Such measure
not only provided security for coal users, but also expanded the
overseas business of China Leon.

Consolidating our scientific research and innovation
achievements

To improve our service capabilities and to gain technology
leadership domestically, we applied our automated scientific
research results to existing service centers and planned to
optimize and upgrade our laboratorial facilities at our major
domestic service centers. In response to customer requests,
we started conducting encryption from the sampling site, and
decrypted such sampling data after obtaining the laboratory
results. We expanded the blind sample scope for sampling data
in the internal management process and adopted a more refined
management in order to provide a better customer experience.
Continuous technical improvements are critical to gaining
competitive advantages in the market, we will therefore continue
to deploy adequate resources to advance our research and
development, strengthen our internal research and development
capabilities and increase our promotion and application of
scientific research results and information management system.

China Leon Inspection Holding Limited Interim Report 2019
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E[E R MR R R
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Management Discussion and Analysis

Innovative testing and inspection service model

We rapidly entered into new regional markets by introducing
outstanding personnel and teams or partners, expanding our
development potential and cooperating through investment
holding. Providing customers with comprehensive quality
management services that cover the whole supply chain is one of
our future goals which we are striving to attain. We believe that
such new business model is consistent with the national strategy
of “high-quality development” in China and has huge growth
potential in the future. The Company will become an international,
diversified and technology-advanced third-party quality assurance
service provider.

EEERWR D

AIF 08 AR B RIS R X

BfRBSEEFHAS BEREAIES - LKA
FRREN - WREZERNEED A REMAH
MmSRE  AEPRERERAHREENEZE
HEEERBEEMRKENNTRZ — K
MEERE2FNEERA  TETEREEH
B MBERERE  RENERENEKX - REH
RARBIFRE « 27T~ RIMBENE=ZNEER
& P57 o

2019 BT E B ERBRIERERA R
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Financial Review

B 7% @ 8

Overview BE
For the six months
ended 30 June
HZEZ6H308LEAEAR
2019 2018 Change
2019 F 20184 o)
(Unaudited) (Unaudited)
(REBER) (REHEZ)
RMB’000 RMB’000
AR¥ET T AREFIT
Revenue WA 171,847 101,895 68.7%
Gross profit E7 81,269 54,199 49.9%
Profit before tax F AT F) 19,897 12,139 63.9%
Profit for the Period AR A 12,746 7,352 73.4%
Revenue WA

The Group’s revenue increased by 68.7% from approximately
RMB101.9 million for the six months ended 30 June 2018 to
approximately RMB171.8 million for the Period. The increase is
mainly due to a combination of steady growth in traditional coal
inspection business and successful deployment of Group’s strategy
in developing new inspection business focused on petroleum and oil
industry. The table below sets forth the revenue breakdown of each of
our service offerings.

AREBRUWAREZ20185F6 A30H IE/5E A
MHOARK101 9B BT EEAHARBHARE
171.8 BB IL ' HIRAE68.7% ° ZEMIIEBEH
REGERBBREBTRIER - M EREBEKD
BEHE  EERIRNOHEROITENTRR
5% o TR BMSHEREHUABLME -

For the six months

ended 30 June

BZ6A30HLAEA
2019 2018
20195 20184
(Unaudited) (Unaudited)
(REER) (RgeEZ)
RMB’000 RMB’000
ARET T ARBFT
Testing services ORI PR S 106,647 84,306
Surveying services = 54,748 13,289
Witnessing and ancillary services RBEREYRS 10,452 4,300
171,847 101,895

China Leon Inspection Holding Limited Interim Report 2019



Gross Profit and Gross Profit Margin

The Group’s gross profit increased by 49.9% from approximately
RMB54.2 million for the six months ended 30 June 2018 to
approximately RMB81.3 million for the Period. The gross profit margin
decreased from 53.2% for the six months ended 30 June 2018 to
47.3% for the Period. Such decrease was due to lower gross margin
from business generated by the Group’s overseas subsidiaries.

Selling, Distribution and Administrative Expenses

The Group’s selling, distribution and administrative expenses
increased from approximately RMB41.2 million for the six months
ended 30 June 2018 to approximately RMB57.3 million for the Period,
which was mainly due to (1) a rise in selling and administrative costs
from overseas acquisitions of petroleum and oil inspection business;
(2) an increase in research and development expenditure; and (3)
higher depreciation of properties, plant and equipment incurred at
overseas subsidiaries.

Finance Costs

The Group recorded a finance cost of approximately RMBO0.6 million
and RMB3.3 million for the six months ended 30 June 2018 and the
Period, respectively, representing an increase of 461.4%, as a result
of finance costs incurred by an interest-bearing Secured Guaranteed
Note which was issued by the Group in the second half of 2018.

Profit for the Period

The Group’s profit for the Period increased by 73.4% from
approximately RMB7.4 million for the six months ended 30 June
2018 to approximately RMB12.7 million in the Period. Such increase
was mainly attributable to a significant rise in overall business volume
as the Group’s two-pronged strategy in growing its global footprint
in traditional business and expanding its presence in new inspection
business through acquisitions starts to bear fruit.

Goodwill

The Group’s goodwill represents the excess of fair value of
consideration paid by the Group over the net fair value of acquisition
target’s identifiable assets and liabilities measured at acquisition date.
As at 30 June 2019 and 31 December 2018, the Group had goodwill
of approximately RMB15.2 million and RMB3.1 million, respectively.
The increase arose mainly from a new overseas acquisition by the
Group in May 2019 of an inspection business focused on petroleum
and oil industry as part of the Group’s effort to expand its service
offerings.

Financial Review

B %5 B BR

ENREBR=R

REBNEFKEZ2018F6 A30H (E/5E A
MHWARKES42EETEERBHENOARE
81.3EHEIL © 8 A 49.9% - TRIEHWEHZ 2018
F6H30H LS8 A KI53.2% T 4 = 748 #f 1Y
47.3% ° FZM P IR AL BE)GING B A B E
EREBEFERE -

HE PHERITHEAX

REBRHEE - DERITHAZNEZE201846
ASOBIEAEARNARBAM 2EELIEEARE
MOARES7TIEET  TEZHR()REABK
Abiai E BB IMUE R E RITHRK AR L7
@ ERIEM: RO EINNBRATEEND
¥ BEREETEL N -

BE A

B E2018F6 A30H L ANAARAHHE - A%
EABREMEXANARBOEELRAR
%IBEBIL  WIER461.4% - HAREEER
2018 T+ FRHITAH B AEMERRBRELNR
BRKAFTER o

< HA R

AREBAHBAEREZ=2018F6 A30H 1L~
BEAMNARBT4EBE TS EARARNOAR
B127B 8L BIERT73.4% c ZIEMEEHR
REENEHEHK(—THRDETLEHRE
% —HEARAWNBAEENRRIER) FIBR
BTRR - SERBEBERELA -

]

AEENBEEASEENHEN AR BERD
KEEERKERHAENTZNEERBE
MAREBEFEMNERE - N2019F6 A30H &
201812 A31 A » REENFEH N AAR
B152EEBTAAREIIEET - ZEMES
MR AEB R 2019F 5 A/@INT IS —HE TR
AHRACITENRRER  UWEREKEEE T
R ERGEHEN—IH -

g
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Financial Review

B 7% @ 8

Trade and Bills Receivables

The Group’s trade and bills receivables primarily represented amounts
and bills receivables from its customers for its services provided in the
ordinary course of business. As at 31 December 2018 and 30 June
2019, the Group had trade and bills receivables of approximately
RMB42.3 million and RMB82.2 million, respectively. Such increase in
receivables as at 30 June 2019 was mainly attributable to a significant
increase in scale of business compared to the same period last year.

Trade Payables

The Group’s trade payables primarily represent amounts payable for
port charges, franchise fees and third-party inspection work. As at
31 December 2018 and 30 June 2019, the Group had trade payables
of approximately RMB12.3 million and RMB36.6 million, respectively.
The increase in the Group’s trade payables as at 30 June 2019 was
primarily attributable to a significant increase in scale of business
compared to the same period last year.

Liquidity and Capital Resources

The Group had cash and cash equivalents of RMB84.6 million as at
30 June 2019. The Group is in a strong and healthy financial position
and has enough resources to support its operations and meet its
foreseeable capital expenditures.

Treasury Management and Funding Policy

The primary objectives of our capital management are to safeguard
our ability to continue as a going concern and to maintain healthy
capital ratios to support our business and maximize our shareholders’
value. We manage and adjust our capital structure considering
changes in economic conditions and the risk characteristics of the
underlying assets. To maintain or adjust our capital structure, we
may adjust dividend payments to shareholders, return capital to
shareholders or raise funds through issuing new equity.

We have a prudent treasury operation to manage our investments
in financial products. We only invest in low risk financial instruments
from reputable commercial banks that can be redeemed on a
same-day basis or otherwise within a short notice period, including
primarily bank-sponsored wealth management products, such as
bonds, money market funds and interbank deposits. We purchase
and redeem financial products multiple times over the course of a year
as and when needed to meet our real-time funding requirements, as
a result of which our cash flows related to the purchase and disposal
of financial products were significantly higher than the period-end
balance amounts.

China Leon Inspection Holding Limited Interim Report 2019
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Contingent Liabilities

As at 30 June 2019, the Group did not have any significant contingent
liabilities or guarantees to third parties.

Gearing Ratio

The Group monitors capital on the basis of the gearing ratio.
The calculation of gearing ratio is based on total debt divided by
total equity and multiplied by 100.0%. Total debt is calculated as
“borrowings” as shown in the interim condensed consolidated
statement of financial position. Total capital is calculated as “total
equity” as shown in the interim condensed consolidated statement of
financial position.

Financial Review

B %5 B BR

NERE

MR2019F6 A30H » AEBEWETMERLE
BiE - MARAFE=HEHER -

BEXEELE

AKEEREAR B EERAA - ERREL
S Ty B 5 40 4 05 LA 36 45830 96 DA 100.0% Bt
# o BT BEBEARBRARAT - EFe
TR [R5 5 © e R A M BN
KA - ARSI e A -

30 June 31 December

2019 2018

20194 20184

6 H30H 12H31H

RMB’000 RMB’000

AR®T T AREBFT

Total debt BE4R%E 83,022 76,085
Total equity R iBFR 208,454 196,991
Gearing Ratio EXRBELE 39.8% 38.6%

Credit Risk

Credit risk is the risk of loss arising from a customer’s or
counterparty’s inability to meet its obligations. The Group enters into
transactions only with recognised and creditworthy parties. It is the
Group’s policy that all customers who wish to have credit transactions
with the Group are subject to credit verification procedures taking
into account the customers’ financial position and the Group’s past
experience with the customers.

In addition, the Group monitors receivable balances on an ongoing
basis, and its exposure to bad debts is not significant. The
management of the Group evaluates the creditworthiness of its
existing and prospective customers and ensures that the customers
have adequate financing for the projects as well as the source of the
financing. No collateral is required.

The Group’s other financial assets include other receivables and cash
and cash equivalents. The credit risk of these financial assets arises
from default of the counterparty. The maximum exposure to credit risk
equals to the carrying amounts of these assets.

FERER

EERREREP®XRXZH REBENMELELX
mER - NEBEERERREERENORST
FRRS - AEENBERATE  AEEAKER
REEXSWMBREPHEBBEERERF(Z
BEREPNM B R BREENBERZHE
W) e

AN AEESREEE RUGIRZR - HX R
HEEXNERAR AKBERESFHHERE
REBEEFPHESE LEREFHETEMNIAR
BeNESKR - AEBATFZETY -

AEENEMEREERBREMEKKERRE
EREFEY ZFLMEENEERRBERS
TREKEIE - RREERREZEFEENKREE
HE -
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Financial Review

B 7% @ 8

Exchange Risk

The Group was exposed to foreign currency risk on cash and
cash equivalents, receivables, payables and borrowings that were
denominated in a currency other than respective functional currencies
of the Group’s entities. The currencies giving rise to this risk were
primarily Hong Kong dollar and United States dollar.

Significant Investments

The Group did not have any significant investments during the Period.

Material Acquisitions and Disposals of Subsidiaries and
Associated Companies

On 8 May 2019, Leon Overseas Pte. Ltd., a subsidiary of the Group,
entered into a Sales and Purchase Agreement with Saybolt Holding
BV to purchase the entire share capital of Saybolt (Singapore) Pte.
Ltd. at a consideration of US$3.75 million. The acquisition was
completed on 15 May 2019 and with effective from this date, the
financial results of Saybolt (Singapore) Pte. Ltd. were consolidated
into the accounts of the Group. The Directors believed that the
acquisition was a good opportunity to expand the Group’s service
offerings into petroleum and oil industry in South East Asia as part of
the Group’s business and geographical diversification strategy.

China Leon Inspection Holding Limited Interim Report 2019
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AEBRRE KREFEY - BUYFIE - BHR
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BRBITRET -

EXARE
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(REBEWMK B AT ) & Saybolt Holding BV&]
VY EE WS UHES. 755 & XU Saybolt
(Singapore) Pte. Ltd. 2 &BAR AN © 2 UK E 742019
F5A15H MK 7% H Hi#E Saybolt (Singapore)
Pte. Ltd. B B E N AEBER B MiRE AR ©
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CHANGES IN DIRECTORS’ INFORMATION

There is no change in Directors’ information which is required to be
disclosed under Rule 13.51B(1) of the Listing Rules.

HUMAN RESOURCES

As at 30 June 2019, the Group had 1,260 employees in total (For
the six months ended 30 June 2018: 841 employees). The Group’s
employee compensation includes base salary, bonuses and cash
subsidies. In general, the Group determines employee compensation
based on each employee’s performance, qualifications, position and
seniority. Other agreed employee benefits includes pension scheme,
medical insurance, on-job training, education subsidy and other social
security and paid leaves stipulated under the relevant jurisdiction of
places of operation.

USE OF PROCEEDS FROM THE GLOBAL
OFFERING

As set out in the section headed “Future Plans and Use of Proceeds”
in the prospectus for the IPO of the Company dated 29 June 2016 (the
“Prospectus”) and the updates in the “Change in Use of Proceeds
from the Global Offering” announcement of the Company dated 16
June 2017, the Company intends to use the net proceeds from its
global offering for the follow purposes:

— approximately 30.0% of the net proceeds will be used to
construct new service facilities at Huanghua port;

— approximately 25.0% of the net proceeds will be used to
construct new service facilities at Tangshan port;

— approximately 20.0% of the net proceeds will be used to
construct new service facilities at Tianjin port;

— approximately 15.0% of the net proceeds will be used for
strategic acquisition or investment; and

—  approximately 10.0% of the net proceeds will be used to fund
general corporate purposes.
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Additional Information

Changes in Use of Proceeds in 2018

The Board resolved on 23 March 2018 to change the proposed use
of net proceeds due to the reasons set out below. Set out below
are details of the initial allocation of the net proceeds, the revised
allocation of the net proceeds, the amount utilized and the remaining
balance of the net proceeds:

R2018 FERMBRIERAE
EESMN2018FE3 A23 B RFE M5 HIEF
HIRTHASE  REWT - W NARSRIEZEER
EOR  IEFEFBELELASE BEANSE
BN TSR R RS ¢

Initial allocation The remaining

of net proceeds Revised allocation of balance of proceeds

and its percentage net proceeds and its of the revised

to total proceeds percentage to total proceeds  Amount utilized allocation

FEREREREIER FERERELENARR EHARAN

Vb HEmERELA ERANeE Fresase

(Approximately (Approximately (Approximately (Approximately

RMB milion) RMB milion) RMB milion) RMB milion)

(EETARE) (WRETARK) (MBETARE) (WEETARY)

To construct new senvice faciities at Huanghua port REEBEENNRETE 164 30.0% 164 30.0% 142 22
To construct new senvice facilties at Tangshan port RELEERNNRERE 137 25.0% 137 25.0% 137 00
To construct new senvice facilties at Tianjin port RAZEERMNRERE 109 20.0% - 0.0% - -
Strategic acquistion or investment BRIt 82 15.0% 101 35.0% 144 47
Tofund general corporate purposes A-RAGERRLES 54 100% 54 100% 54 00
Total &t 54.6 100.0% 54.6 100.0% 4.1 6.9

Reasons for the Changes in Use of Proceeds in 2018

The Board resolved to adjust and reallocate the remaining balance
of RMB10.9 million of proceeds which was initially allocated to
the investment project in Tianjin port to the strategic acquisition or
investment, for the reasons and purposes set out below. The Board is
of the view that such adjustment and reallocation will result in a more
efficient use of net proceeds from the global offering.

In 2017, the environmental governance policies for the Beijing-Tianjin-
Hebei region continued to tighten. According to the 2017 Air Pollution
Prevention and Control Work Program for Beijing-Tianjin-Hebei
Region and Surrounding Areas ((FRE N Ei##[@2017F KRS
FBhyA TYEH 22)) issued by the Ministry of Environmental Protection
in February 2017, it was required that by the end of September
2017, receiving coals transported to ports by diesel-powered trucks
would be banned for ports in Tianjin, Hebei and Bohai rim areas.
The National Energy Administration and the Ministry of Transport
also required that by the end of October 2017, the means of coal
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transportation to Tianjin port should be limited to railway and
automotive transportation of coal to the port should be banned
thereafter. In 2016, the coal throughput of Tianjin port amounted
to 110 million tonnes, more than half of which were transported by
automobiles. As a result of the policy, in 2017, the coal throughput
declined to 79.8 million tonnes, and the volume for other ports nearby
gradually increased. Correspondingly, in view of the recent policy
changes and the impact on the market, the Board believed that
environmental factors would bring new uncertainties to the original
plan of new service facilities construction at Tianjin port in 2018, and
carrying out the original plan would not be the most favorable choice.
Therefore, the Board resolved to not construct new service facilities at
Tianjin port.

In order to seek better usage of net proceeds from the global offering
and protect the best interest of the Shareholders, the remaining
balance of approximately RMB10.9 million, representing 20% of
net proceeds, which was originally planned to use to construct new
service facilities at Tianjin port by the Company will be reallocated. As
of the date of this report, the proceeds have not yet invested in this
project nor other projects.

According to our corporate strategy, we intend to enhance our service
capabilities and expand our service coverage through investment in
establishing subsidiaries, forming joint ventures with local business
partners and/or acquiring services facilities. In 2019, we had entered
into a Sales and Purchase Agreement with Saybolt Holding BV, an
independent third party which is incorporated in the Netherlands to
purchase the entire share capital of Saybolt (Singapore) Pte. Ltd.,
bringing our business further towards globalization and diversification.
In the future, we plan to increase our capital investment, continue to
expand our overseas network, and develop inspection and testing
business for other commodities.

The Board confirms that save as disclosed above, there is no other
material change in the business nature of the Group as set out in
the Prospectus and considers that the above proposed changes in
use of net proceeds is in the best interests of the Company and its
Shareholders as a whole.
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SIGNIFICANT SUBSEQUENT EVENT AFTER
THE PERIOD

As disclosed in the Company’s announcement dated 23 August
2019 and the circular dated 6 September 2019, the Board, (i)
subject to the passing of the relevant resolution(s) at an extraordinary
general meeting of the Company to be convened and held on 27
September 2019 (the “EGM”) to consider and approve, Ernst &
Young (“EY”) be removed as the auditor of the Group (the “Proposed
Removal”) and (i) subject to the Proposed Removal becoming
effective and the passing of the ordinary resolution at the EGM
approving the Appointment (as defined below), Deloitte Touche
Tohmatsu (“Deloitte”) be appointed as the new auditor of the Group
(the “Appointment”) to fill the vacancy arising from the Proposed
Removal and hold office until the conclusion of the next annual
general meeting of the Company.

The EGM will be convened and held for the purposes of considering
and, if thought fit, approving the Proposed Removal and the
Appointment.

The Directors (including the independent non-executive Directors)
consider that the Proposed Removal and the Appointment are in
the interests of the Company and the Shareholders as a whole, and
recommend the Shareholders to vote in favour of the resolutions
regarding the Proposed Removal and the Appointment at the EGM.

Other than the abovementioned proposal, the Group had no
significant subsequent events after the Period up to the date of this
interim report.

INTERIM DIVIDEND

The Board has resolved not to declare any interim dividend for the
Period (For the six months ended 30 June 2018: Nil).

CORPORATE GOVERNANCE

The Company recognizes the importance of good corporate
governance for enhancing the management of the Company as
well as preserving the interests of its Shareholders as a whole. The
Company has adopted the code provisions on Corporate Governance
Code and Corporate Governance Report (the “CG Code”) as set
out in Appendix 14 to the Listing Rules. During the Period, save as
disclosed below, the Company had complied with the code provisions
as set out in the CG Code.
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Apart from the deviation from code provision A.2.1 of the CG Code
that the roles of chairman and CEO were performed by the same
individual, the Company has been in compliance with the code
provisions under the CG Code. In the opinion of the Directors,
through supervision by the Board and the independent non-executive
Directors, together with effective control of the Company’s internal
check and balance mechanism, the same individual performing
the roles of chairman and CEO can achieve the goal of improving
the Company’s efficiency in decision-making and execution and
effectively capturing business opportunities. The Board will review the
effectiveness of this arrangement from time to time.

The Board will continue to review and monitor the practices of the
Company with an aim of maintaining a high standard of corporate
governance.

MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company has adopted the Model Code set out in Appendix 10
to the Listing Rules as its own code of conduct regarding dealings in
the securities of the Company by the Directors and the Company’s
employees who, because of their offices or employments, are likely to
possess inside information in relation to the Company or its securities.

Upon specific enquiry, all Directors confirmed that they have complied
with the Model Code during the Period.

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

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities during the Period.

REVIEW OF FINANCIAL INFORMATION

The Company has established the Audit Committee in compliance
with Rules 3.21 and 3.22 of the Listing Rules. The Audit Committee
comprises three members, namely Mr. LIU Hoi Keung (Chairman), Mr.
WANG Zichen and Mr. ZHAO Hong, all being the independent non-
executive Directors.

The Audit Committee has reviewed the unaudited interim condensed
consolidated statements of the Group for the Period.
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Additional Information

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

To the knowledge of the Board, as at 30 June 2019, the interests and
short positions of the Directors and chief executive of the Company
in the Shares, underlying shares or debentures of the Company or
any of its associated corporations (within the meaning of Part XV of
the SFO) (a) which were required to be notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests or short positions which they were taken or
deemed to have under such provisions of the SFO), or (b) which were
required, under Section 352 of the SFO, to be entered in the register
referred to in that section, or (c) which were required under the Model
Code to be notified to the Company and the Stock Exchange, were
as follows:

EENBETRAERKRG KA
RGP ER RS

MEESHA HE2019F6 9308 EF R
RARREITEHABRAA RS EF A BH AE
(EER(BHRHEGANEXVE) BRD - 8H
RDKEREBFHES (@ BE(EH KB KINE
XVEE 7 RE 8D EAME AR B KB FTaAE
wmRKE (BEREB(ES KB GRD)EBIEX
WE B AT A MRS SIAR) ¢ 3 (b) RIB(GE
H B IED)E 352 I§A B SRR G FTis & e it
MR RAR () RB(RESFRIDEMNG AR
AR TR R R BT

Approximate
Number of percentage
Underlying to the issued
Number Shares/  share capital of
Name of Directors Nature of interests of Shares(o¢" Share Options the Company
BARDE
HERG BRTRAMN
e BImME RGER @ BREHA BREA
Mr. LI Xiangli (Notes 2, 3, 4 & 8) Interests held jointly with another person 225,810,000 (L) - 56.45%
ZmAEE W72 3 4K8) ELE M A T HEIR A H R
Interests of a controlled corporation
REEE
Interests of spouse
[T 3o
Ms. ZHANG Alying (Notes 2, 4, 5 & 8) Interests held jointly with another person 225,810,000 (L) - 56.45%
RERZL (ffzt2 4 6K8) ELE M A\ T HEI R A H R
Interests of a controlled corporation
X EER
Interests of spouse
AL/
Mr. LIU Yi (Notes 2, 6 & 8) Interests held jointly with another person 225,810,000 (L) - 56.45%
Bt (Hfet2 6 %8) BEE M A THERA R
Interests of a controlled corporation
R EERER
Mr. YANG Rongbing (Note 7) Beneficial owner — 3,000,000 (L) 0.75%

BREKE (W7 BEnBEAA
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Notes:

The letter “L” denotes the person’s long position in the Shares and
underlying shares.

There was duplication of interests of 225,810,000 Shares among Mr.
LI Xiangli, Ms. ZHANG Aiying and Mr. LIU Yi. On 31 January 2016, Mr.
LI Xiangli, Ms. ZHANG Aiying and Mr. LIU Yi entered into an acting-in-
concert deed to acknowledge and confirmed that they are parties acting
in concert in respect of each of the members of the Group during and
since the three years ended 31 December 2013, 2014 and 2015 and
continue after the date of the deed. Pursuant to the deed, Ms. ZHANG
Alying and Mr. LIU Yi shall support Mr. LI Xiangli’s decisions on material
matters in relation to the operation and management of the Group by
exercising their voting rights at the meetings of the shareholders and
boards of the members of the Group in accordance with the decision of
Mr. LI Xiangli. For details, please refer to the section headed “Relationship
with Controlling Shareholders - Our Controlling Shareholders Acting
in Concert” in the Prospectus. By virtue of the SFO, Mr. LI Xiangli, Ms.
ZHANG Aiying and Mr. LIU Yi are deemed to be interested in the Shares
which are interested by each other.

Leon Cornerstone Investment Holding Limited (“Leon Investment”) is
beneficially and wholly-owned by Mr. LI Xiangli. By virtue of the SFO,
Mr. LI Xiangli is deemed to be interested in the Shares held by Leon
Investment.

Ms. ZHANG Alying is the spouse of Mr. LI Xiangli. By virtue of the SFO,
Mr. LI Xiangli and Ms. ZHANG Alying are deemed to be interested in the
Shares which are interested by each other.

Swan Stone Investment Holding Limited (“Swan Stone”) is beneficially
and wholly-owned by Ms. ZHANG Aiying. By virtue of the SFO, Ms.
ZHANG Alying is deemed to be interested in the Shares held by Swan
Stone.

Hawk Flying Investment Holding Limited (“Hawk Flying”) is beneficially
and wholly-owned by Mr. LIU Yi. By virtue of the SFO, Mr. LIU Yi is
deemed to be interested in the Shares held by Hawk Flying.

Such 3,000,000 Share Options, each entitles its holder to subscribe
for one Share, were granted to Mr. YANG Rongbing (who was re-
designated from an independent non-executive Director as an executive
Director and appointed as the vice chairman of the Company on 23 July
2018) on 23 July 2018.
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Additional Information

8) On 30 August 2018, the Company and Wan Tai Investments Limited
(B3R E AR A7) (“Wan Tai”), a wholly-owned subsidiary of China
Construction Bank Corporation, entered into a subscription agreement,
pursuant to which, the Company conditionally agreed to issue the
secured guaranteed note (the “Note”) with an aggregate principal
amount of HK$68,000,000 with interest rate of 10% per annum. Leon
Investment, Swan Stone and Hawk Flying, as chargors of the Note
have pledged 26,090,000 Shares, 49,290,000 Shares and 35,550,000
Shares respectively, totalling 110,930,000 Shares to Wan Tai.

(90  As at 30 June 2019, the issued share capital of the Company was
400,000,000 Shares.

Save as disclosed above and to the best knowledge of the Directors,
as at 30 June 2019, there were no interests and short positions of
the Directors and chief executive of the Company in the Shares,
underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO)
which were required to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests or short positions which they were taken or
deemed to have under such provisions of the SFO), or were required,
under Section 352 of the SFO, to be entered in the register referred to
in that section, or were required under the Model Code to be notified
to the Company and the Stock Exchange.

SUBSTANTIAL SHAREHOLDERS’
INTERESTS IN THE SHARES

So far as the Directors are aware, as of 30 June 2019, the following
corporations/persons (other than Directors and chief executive of
the Company) had interests of 5% or more in the issued Shares or
underlying shares which would fall to be disclosed to the Company
and the Stock Exchange under the provisions of Divisions 2 and 3 of
Part XV of the SFO, or which were recorded in the register required to
be kept by the Company under Section 336 of the SFO:
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Additional Information

Approximate

percentage
of the issued
share capital

Name of Shareholders Nature of interests Number of Shares\°e 7 of the Company
(ERNE|
2EITRAK
BEREE BB EEME &R = BAES
Ms. WEI Yajuan (Note 2) Interests of spouse 225,810,000 (L) 56.45%
AR 2 (it 2) BefE i
Leon Investment (Note 3 & 9) Beneficial owner 140,970,000 (L) 35.24%
Leon Investment (#7:£3 % 9) EnEAA
Swan Stone (Note 4 & 9) Beneficial owner 49,290,000 (L) 12.32%
Swan Stone (#7it4 % 9) EnEAA
Hawk Flying (Note 5 & 9) Beneficial owner 35,550,000 (L) 8.89%
Hawk Flying (A7725 % 9) BE=BA
China Certification & Inspection Interests of a controlled corporation 46,500,000 (L) 11.63%

Group Co., Ltd. (“CCIC”) (Note 6)

P ERRRE (EE)BRAT

(I+EeRREEE]) (A76)

China Inspection Company Limited

(“CIC”) (Note 6)
SR BR A T]
([ r D (K76)

China Dragon Inspection &
Certification (H.K.) Limited
(“China Dragon”) (Note 6)

PEERBRE (B8) ERAF
(Mg (Mite)

Mr. LI Dexin (Note 7)
FEISLE(HE7)

SRR T

Interests of a controlled corporation 46,500,000 (L) 11.63%
Ry LB

Beneficial owner 46,500,000 (L) 11.63%
EmEAA

Interests of a controlled corporation 23,700,000 (L) 5.93%

SRR T
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Name of Shareholders Nature of interests

Approximate

percentage
of the issued
share capital

Number of Shares°¢?”  of the Company

EARAF
2RITREN
BREE A ERME IR R e BB
New Virtue Investment Holding Beneficial owner 23,700,000 (L) 5.93%
Limited (“New Virtue”) (Note 7)
New Virtue Investment Holding EmEAA
Limited ([New Virtue]) (477 7)
Ms. ZHENG Guangping (Note 8) Interests of spouse 23,700,000 (L) 5.93%
B ¥ 2+ (K17t 8) BB g
China Construction Bank Person having a security 110,930,000(L) 27.73%
Corporation (Note 9) interest in shares
PEIERIRITRIDBR AR (A7F9) BEERMDERERERAA
Central Huijin Investment Ltd. (Note 9) Person having a security 110,930,000(L) 27.73%

interest in shares

hRESKRERREERE (HE9)

Notes:

(1) The letter “L” denotes the person’s long position in the Shares.

) Ms. WEI Yajuan is the spouse of Mr. LIU Yi. By virtue of the SFO,
Ms. WEI Yajuan is deemed to be interested in the Shares which are

interested by Mr. LIU Yi.

©)) Leon Investment is beneficially and wholly-owned by Mr. LI Xiangli. By
virtue of the SFO, Mr. LI Xiangli is deemed to be interested in the Shares

held by Leon Investment.

(4) Swan Stone is beneficially and wholly-owned by Ms. ZHANG Aiying. By
virtue of the SFO, Ms. ZHANG Aiying is deemed to be interested in the

Shares held by Swan Stone.

5) Hawk Flying is beneficially and wholly-owned by Mr. LIU Yi. By virtue of
the SFO, Mr. LIU Yi is deemed to be interested in the Shares held by

Hawk Flying.

6) China Dragon is a 99.88% owned subsidiary of CIC, which is a 756%
owned subsidiary of CCIC. By virtue of the SFO, CIC and CCIC are

deemed to be interested in the Shares held by China Dragon.
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(7) New Virtue is beneficially and wholly-owned by Mr. LI Dexin. By virtue of
the SFO, Mr. LI Dexin is deemed to be interested in the Shares held by
New Virtue.

8) Ms. ZHENG Guangping is the spouse of Mr. LI Dexin. By virtue of the
SFO, Ms. ZHENG Guangping is deemed to be interested in the Shares
which are interested by Mr. LI Dexin.

9) Leon Investment, Swan Stone and Hawk Flying, each being a
substantial Shareholder, have pledged 26,090,000 Shares, 49,290,000
Shares and 35,550,000 Shares respectively, totalling 110,930,000
Shares to Wan Tai Investments Limited (& $Xi& & GR A R]), a wholly-
owned subsidiary of China Construction Bank Corporation (the
“Pledge”). Central Huijin Investment Ltd.’s deemed interest was held
by virtue of its 57.11% equity interests in China Construction Bank
Corporation.

(10) As at 30 June 2019, the issued share capital of the Company was
400,000,000 Shares.

Save as disclosed above and to the best knowledge of the Directors,
as at 30 June 2019, no other persons (other than the Directors or the
chief executive of the Company) owned interests or short positions in
the Shares or underlying shares as recorded in the register required
to be kept by the Company pursuant to section 336 of the SFO or
interests or short positions required to be disclosed to the Company
and the Stock Exchange pursuant to Divisions 2 and 3 of Part XV of
the SFO.

There was duplication of interests among Mr. LI Xiangli, Ms. ZHANG
Aiying, Mr. LIU Yi. Ms. WEI Yajuan, Leon Investment, Swan Stone
and Hawk Flying as described in note (2) of “Directors’ and Chief
Executive’s Interests in Shares and Underlying Shares”. Of these
Shares, Mr. LI Xiangli, Ms. ZHANG Aiying, Mr. LIU Yi and Ms.
WEI Yajuan were deemed interested in the 140,970,000 Shares,
49,290,000 Shares and 35,550,000 Shares held by Leon Investment,
Swan Stone and Hawk Flying respectively.

There was duplication of interests of 46,500,000 Shares among

China Dragon, CIC and CCIC.

There was duplication of interests of 23,700,000 Shares among New
Virtue, Mr. LI Dexin and Ms. ZHANG Guangping.

Additional Information
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Additional Information

There was duplication of interest of 110,930,000 Shares among
China Construction Bank Corporation and Central Huijin Investment
Ltd. China Construction Bank Corporation and Central Huijin
Investment Ltd, were deemed interested in the 26,090,000 Shares,
49,290,000 Shares and 35,550,000 Shares held by Leon Investment,
Swan Stone and Hawk Flying respectively as a result of the Pledge.

SHARE OPTION SCHEME

The Company had adopted the Share Option Scheme on 5 May
2017. The purpose of the Share Option Scheme is to enable the
Company to grant options to employees, directors and other
participants as incentives or rewards for their contribution to the
Group and/or to enable the Group to recruit and retain high caliber
employees and attract human resources that are valuable to the
Group.

As at the date of this interim report, a total of 11,000,000 Share
Options had been granted under the Share Option Scheme, of which

850,000 were lapsed.

Movements in the share options during the Period were as follows:

No. of Share Options

FREZZRTROBBAGIRFPRESKESR
[RET AR EEES 110,930,000 A% I {5 25 -
HRZER BETPEERRITROBRAA
kP REDKEFRETRAFE AR Leon
Investment + Swan Stone & Hawk Flying % Bl FT
¥5 8 126,090,000 % % f5 + 49,290,000 % A% {5
5 35,550,000 B A& (D R #E B % o

BREE

ARBER2017 55 A5 BRNEBIREE - BIR
BB EESARRARES  EFEREMBHE
ERDBRE  FREFHAREEMIER B
Bk a2 - R RBEHRAEERERBESK
FRE  URSIHAKEMEBESNANER

RAFHHRE RS REBREEDREEH
11,000,000 17 & % - H 850,000 17 23K °

AHERBREZEMT

BREZE
Granted Lapsed Exercise
As at during the during the As at price per
Date of grant Participant 1/1/2019 Period Period 30/06/2019 Share Exercise period
R2019 X HEE R20196
REBH SEE 1818 (=4 ¥ 6A308 BRIEE TEH
(HK$)
()
4/7/2017 Employees (aggregate) 2,325,000 — — 2,325,000 1.28 4/7/2018 - 3/7/2023
2017F7 A48 E& (&%) 1,965,000 - - 1,965,000 128 4/7/2019 - 3/7/2024
2,860,000 — - 2,860,000 1.28 4/7/2020 - 3/7/2025
23/7/2018 Mr. YANG Rongbing, 1,000,000 - - 1,000,000 1.414 23/7/2018 - 22/7/2023
201847 A23H executive Director 1,000,000 — - 1,000,000 1.414 23/7/2019 - 22/7/2024
G 1,000,000 - - 1,000,000 1414 23/7/2020 - 22/7/2025
WITES
10,150,000 - - 10,150,000
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Notes:

The above share options are either vested on date of grant to two years
or vested in one to three years and are exercisable for a period of five
years commencing from the relevant vesting date and expiring at the
close of business on the last day of the five-year period.

The Company received a consideration of RMB1.00 from each of the
grantees for the share options granted on 4 July 2017. The Company
also received a consideration of RMB1.00 from Mr. YANG Rongbing for
the share options granted to him on 23 July 2018.

The closing price of the Shares on 3 July 2017, being the business day
immediately before the date on which the options were granted, as
quoted on the Stock Exchange was HK$1.31.

The closing price of the Shares on 20 July 2018, being the business
day immediately before the date on which the options were granted, as

quoted on the Stock Exchange was HK$1.40.

No options were exercised or cancelled during the Period.

Additional Information

Wyt

1. FAEREARHARERFARBIR —ZE=
FRRE IR EEWRB B BRI A FERT
fF - WHRZAFHE &% —BEESREREE
e

2. ARREHNR2017F7 A4BBRHZBERERS
AR AWEEEARK1.00T ARRE LR
201847 A23 HMEZ L KA LR HERERF
IHR (B AR HE1.007T ©

3. ROR2017F7ASB(AEREERERLER
iz &EB)RER Rz KMES1.318T -

4. BHR20184F7 20 (AIREBEREREE B
Bl EEH) R R THR 2 W TER1.40787T
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Interim Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

FHFAGEEERAMEEKRER

For the six months ended 30 June 2019
EHZE2019F 6 A30HEAEA

Six months ended

BZTHHEIEAREA
30 June 2019 30 June 2018
201946 A30H 20184 6 A30H
(Unaudited) (Unaudited)
(REER) (R#g#Z)
Notes RMB’000 RMB’000
BfaE ARET ARET T
Revenue WA 3 171,847 101,895
Cost of sales SHER A (90,578) (47,696)
Gross profit il 81,269 54,199
Other income and gains =L PN € 4 1,903 1,352
Selling and distribution costs SHE RO HERAX (7,975) (1,946)
Administrative expenses TR (49,338) (39,227
Other expenses HEmAx (1,998) (1,440)
Finance costs & R AR 6 (3,312) (590)
Share of results of an associate JE (B 1D SR R B (652) (209)
Profit before taxation GIEIRANE 5 19,897 12,139
Taxation A 7 (7,151) (4,787)
Profit for the period YA F) 12,746 7,352
Other comprehensive income Hi 2 mEIEs
Items that may be reclassified A g E 7 2 1B HE -
subsequently to profit or loss:
Exchange difference arising on REBINETEHIE K Z58
translation of foreign operations 1,043 457
Other comprehensive income Hib 2wk 1,043 457
Total comprehensive income for the period B2 M U %5 4258 13,789 7,809
Profit (loss) for the period attributable to: A NS EE(REIAFIE (BE) «
Owners of the Company ZN/NEIEZS N 13,350 11,435
Non-controlling interests e T (604) (4,083)
12,746 7,352
Total comprehensive income (expense) AT S IEEGBRNEERE
for the period attributable to: (%) 8% -
Owners of the Company RATEBA 14,393 11,892
Non-controlling interests e A (604) (4,083)
13,789 7,809
Earnings per share SRER 9
Basic HAR RMB3.34 cents RMB2.86 cents
AR#¥3.34 7 AREE2.865
Diluted e RMB3.34 cents RMB2.85 cents
ARK#3.34 5 AR 2855
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Interim Condensed Consolidated Statement of Financial Position

o H 7 B 4R S B IR T 3R

As at 30 June 2019
201946 A30H
As at As at
30 June 2019 | 31 December 2018
R2019 5 2018 &
6 A30H 12H31H
(Unaudited) (Audited)
(REEER) (&%)
Notes RMB’000 RMB’000
FiEE ARETT AREEF T
Non-current assets RBEE
Property, plant and equipment Y% - BEMEE 10 120,967 118,676
Investment properties B Y 10 20,080 20,717
Right-of-use assets FREEE 36,394 -
Prepaid land lease payments TEff L EFRIE 11 - 5,954
Goodwill BES 15,211 3,129
Intangible assets mEEE 4,441 4,425
Investment in an associate REE T ENIRE 2,837 3,489
Equity investment designated at fair value & FEIE QA BERTA
through other comprehensive income E 2wk g E 3,000 3,000
Deferred tax assets BIEFIIEEE 50 815
Prepayments, deposits and TEFOE e REM
other receivables FEW R IE 13 6,469 6,614
209,449 166,819
Current assets REBEE
Trade and bills receivables B RNGRIE R BN EE 12 82,212 42,263
Prepayments, deposits and TERRUE - e RHEM
other receivables FEW FRIE 13 11,160 15,524
Financial assets at fair value through ERAREEFABR
profit or loss W RVEE 14 3,082 27,000
Pledged deposits BHEIFFR 15 - 400
Cash and cash equivalents ReERAEEEY 15 84,626 76,848
181,080 162,035
Current liabilities REBAE
Trade payables B ST EIE 16 36,584 12,293
Contract liabilities EREE 17 2,511 2,379
Other payables and accruals Hub I sa R ERIE B 16 26,203 35,383
Lease liabilities HERE 11,377 -
Borrowings (EE 18 72,911 62,881
Tax payable FEMTI R 677 3,253
Interest payables FERTAILE 1,837 1,472
152,100 117,661
Net current assets REBEESE 28,980 44,374
Total assets less current liabilities EEAERRBERS 238,429 211,193

2019 BT E B ERBRIERERA R
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Interim Condensed Consolidated Statement of Financial Position

A B 4R S B R O 3R

As at 30 June 2019
201946 A30H
As at As at
30 June 2019 | 31 December 2018
A 2019 F R 20184
6 H30H 12 A31H
(Unaudited) (Audited)
(REER) (FeE1%z)
Notes RMB’000 RMB’000
MI5E AR¥T T ARETIT
Capital and reserves EXRR#EE
Share capital &7 131 131
Reserves it 213,820 201,753
Equity attributable to owners NATHER AEE RS
of the Company 213,951 201,884
Non-controlling interests eI (5,497) (4,893)
Total equity R AREE 208,454 196,991
Non-current liabilities FRBEE
Borrowings EEA 18 10,111 13,204
Lease liabilities HEAE 19,423 -
Deferred tax liabilities BEIETIEAE 214 741
Interest payables FEA T B 227 257
29,975 14,202
238,429 211,193

The condensed consolidated financial statements on pages 28 to 76
were approved and authorised for issue by the Board of Directors on

23 August 2019 and are signed on its behalf by:

LI Xiangli
F@F
DIRECTOR
BFE
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Interim Condensed Consolidated Statement of Changes in Equity

FHIS GRS EE R E R

For the six months ended 30 June 2019
HZ=2019% 6 A30 A 1L/ @A

Attributable to owners of the Company

KRB AL
Exchange Non-
Share Capital ~ Statutory fluctuation Retained controlling
capital reserve reserve reserve profits Total interests Total
Ei
BA  EXRfE EeREE  RBRE  REAE &5 FERER fag
RMB'000 RMB’000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB’000
AREFT  AREBTT ARETT ARETT AR%TT ARETR AR%TT ARETR
(Note)
iE:3)
Asat 1 January 2018 R2018F1 A1 R
(Audited) (EER) 131 92,895 15,755 1,311 85,114 195,206 3,092 198,298
Profit for the period HnAE - - - - 11,435 11435 (4,083 7,352
Exchange difference arisingon ~~ #E S5 EH
translation of foreign operations ~ #)E £ 58 - - - 457 - 457 - 457
Total comprehensive income el vk
for the period - - - 457 11,435 11,892 (4,083 7,809
Final dividend declared FrERNAERE - - - - {0000 (10000) - (10,000
Equity-settled share option IEREE
arrangements M RE - 521 - - - 521 - 521
Equity transactions with BIEERRR
non-controling shareholders HERR S - 577 - - - 577 (577) -
Acquisition of a subsidiary KRBT - - - - - - 1712 1712
As at 30 June 2018 7201846 430 H
(Unauditeq) (RiEER) 181 93,993 15,755 1,768 86549 198,196 144 198,340
Asat 1 January 2019 R201951 718
(Audited) (&E7) 131 95,005 19,329 1838 85561 201,884 (4893 196,991
Profit loss) for the period AnFE(ES) - - - - 13,350 13,350 (604) 12,746
Exchange difference arisingon B SN EHK
translation of foreign operations ~ FIE X 25 - - - 1,043 - 1,043 - 1,043
Total comprehensive (expense)  HARZTE (B ) s
income for the period k| - - - 1,043 13,350 14,393 (604) 13,789
Final 2018 dividend declared FERE) 20185
KR E - - - - (3,000) (3,000) - (3,000)
Equity-settled share INEEEE
option arrangements MEEREL - 674 - - - 674 - 674
As at 30 June 2019 2019564307
(Unaudited) (REEER) 131 95,699 19,329 2,881 95911 213951 (5497) 208,454

Note: In accordance with statutory requirements in the PRC, certain

subsidiaries registered in the PRC had transferred a certain percentage

of their annual net income from retained profits to legal reserve until the

statutory funds is accumulated up to 50% of their registered capital.

BfeE RIBPBUAPIZRE - NP BEERNETHER
AEEEENRENENSFRAFENETE
DUEEEREE  BEREEHBLIREZEST
& ARE50% A1E

2019 BT E B ERBRIERERA R
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Interim Condensed Consolidated Statement of Cash Flows

FHFAGERERER

For the six months ended 30 June 2019
HZ=20194 6 A30 A 1L/ EA

Six months ended

BETHAMLEXREAR
30 June 2019 30 June 2018
201946 H30H | 201846 A30H
(Unaudited) (Unaudited)
(RE&ER) (REeEZ)
Notes RMB’000 RMB’000
gz AR®T T ARETFT
NET CASH FROM OPERATING RETHMBRSTFHE
ACTIVITIES 8,163 7,624
INVESTING ACTIVITIES RETE
Purchases of items of property, plant HBEWE  BEMKEEEB
and equipment (5,495) (7,831)
Payment for intangible assets mREEENK - (200)
Proceeds from disposal of items of HEME - V B REEBER
property, plant and equipment FR1S KT 24 340
Purchase of bank financial products E%Efﬁﬁf%ﬁﬁ Em (33,500) (40,000)
Disposal of bank financial products HERITIEME R 57,418 45,000
Gain on disposal of bank financial products & $R1T7I2 B 2 Sh YUk 28 5 421 307
Acquisition of a subsidiary, IWHEMT B A A
net of cash acquired MRS E 21 (19,585) 2,369
(Increase) decrease in pledged deposits 2 HEIRER (1) K> 400 (1)
NET CASH USED IN FROM INVESTING ~ REFEFTABRSFH
ACTIVITIES (317) (16)
FINANCING ACTIVITIES REES
New borrowings e 10,000 18,000
Repayment of borrowings EIEER (3,063) (17,981)
Interest paid BRHE (3,074) (516)
Dividend paid BT E (3,000) -
NET CASH FROM (USED IN) FINANCING @ EEE A8 (FrA) BB
ACTIVITIES 863 (497)
NET INCREASE IN CASH AND CASH RERREEEYENEHE
EQUIVALENTS 8,709 7,111
CASH AND CASH EQUIVALENTS AT BURERRESEEY
THE BEGINNING OF THE PERIOD 76,848 48,791
Effect of foreign exchange rate changes ~ /MEE R & Fh £ (931) 526
CASH AND CASH EQUIVALENTS AT BMARBEERRSEEY
THE END OF THE PERIOD 84,626 56,428
CASH AND CASH EQUIVALENTS ReREELZEY
Bank balances and cash RITHER LIRS 84,626 56,428
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Notes to the Interim Condensed Consolidated Financial Statements

FHIF B AR S B IS R MY AT

Basis of Preparation

The condensed consolidated financial statements have been
prepared in accordance with International Accounting Standard
(“IAS”) 34 Interim Financial Reporting issued by the International
Accounting Standards Board (the “IASB”) as well as with the
applicable disclosure requirements of Appendix 16 to the Rules
Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”).

Principal Accounting Policies

The condensed consolidated financial statements have
been prepared on the historical cost basis except for certain
properties and financial instruments, which are measured at
revalued amounts or fair values, as appropriate.

Other than changes in accounting policies resulting from
application of new and amendments to International Financial
Reporting Standards (“IFRSs”), the accounting policies and
methods of computation used in the condensed consolidated
financial statements for the six months ended 30 June 2019
are the same as those presented in the Group’s annual financial
statements for the year ended 31 December 2018.

Application of new and amendments to IFRSs

In the current interim period, the Group has applied, for the first
time, the following new and amendments to IFRSs issued by
the IASB which are mandatory effective for the annual period
beginning on or after 1 January 2019 for the preparation of the
Group’s condensed consolidated financial statements:

IFRS 16 Leases

IFRIC - Int 23 Uncertainty over Income Tax
Treatments

Amendments to IFRS 9 Prepayment Features with Negative
Compensation

Amendments to IAS 19 Plan Amendment, Curtailment or
Settlement

Amendments to IAS 28  Long-term Interests in Associates
and Joint Ventures

Amendments to IFRSs Annual Improvements to IFRSs

2015 - 2017 Cycle

For the six months ended 30 June 2019
HZ=2019% 6 A30 A 1L/ @A

mAEEE
BRZRAMBRREREERF ST ENEZE
g((BERETENZBE ) RANERS
HERI(KBEER & EHER)]) 5 34 57+ Hj 41
B#HERBEEMARIAERARES LT
AT LT ARR ) B8+ /N E R T AR
EMmH -

FESRER
MRS AR BREDREELRAKRY -
HETFHERSRIANREGHSERAL
B (Em) e -

B FE 3T RT RS BT e B R B 75 s 5 22 A1) )
(KRR BmEER)]) SRR
BH)IN - BZ= 201996 H30 B IE/E A
B E M MERFTANSHBRRETE S
FEASERREE E2018F 12431 1t
FEMNFEMBEREAEYE - -

P& PR 7 BT R ARAE 5T (9 30 PR Bt 75 3 o5 2
A

AR ERERRT - AREE XA T B
S EANZEEMEMN2019F1 A1H
8 2 14 B IR B 4 TS HA R 58 1 AR SR 3T AT I 4K
& FTC BIRR B 15 3R 5 22 Al VAR 2L A 52 [ 6 f5 B
RAEMIBRE

CEIRR B B R 5 2 Bl BE
%1655

Bl s i
ZEg - 2EF 289

CEIRR B 5 3R 2 Al )

P8 BLAE 12
T
AR HEHEN

FIRLIETE RIBRFM
CEIRR B EH2ER) sTENMEET
FE199RZIEE MRS E
(BB g R 2RI ) REEERES
FE28FZIETE EMH RIS
IR B s R 5 22 1D (BB B 75 i s
ZIETE 82015 -
2017 A2
FRENRE
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Notes to the Interim Condensed Consolidated Financial Statements

FHIF B 4R S B A AR MY AT

For the six months ended 30 June 2019
HZ=20194 6 A30 A 1L/ EA

2. Principal Accounting Policies
(Continued)

Application of new and amendments to IFRSs
(Continued)

Except as described below, the application of the new and
amendments to IFRSs in the current period has had no material
impact on the Group’s financial performance and positions for
the current and prior periods and/or on the disclosures set out
in these condensed consolidated financial statements.

2.1 Impacts and changes in accounting policies of
application on IFRS 16 “Leases”

The Group has applied IFRS 16 for the first time in the
current interim period. IFRS 16 superseded IAS 17
“Leases” (“IAS 17”), and the related interpretations.

2.1.1 Key changes in accounting policies resulting
from application of IFRS 16

The Group applied the following accounting policies
in accordance with the transition provisions of IFRS
16.

Definition of a lease

A contract is, or contains, a lease if the contract
conveys the right to control the use of an identified
asset for a period of time in exchange for
consideration.

The Group assesses whether a contract is or
contains a lease based on the definition under IFRS
16 at inception or modification date.

Such contract will not be reassessed unless
the terms and conditions of the contract are
subsequently changed.

China Leon Inspection Holding Limited Interim Report 2019

2. TESTHRE)

P& PR 7 RT R A=A 5T (9 I3 iR Bt 75 3 o5 2
A ()

BN XA E SN - ANERREE AT AT RSB RT
KBRS S R DY % F B AR AN
AR P AN S B AR AR KB 1 AR e B
RAMMAR / RBEBELEERTE -

2.1 EH(EBE R EERDE 16 5
[HE | WEERETHREE

&R B A B AR B R e R BB B
BHREERDFE 165 - (BERM RS
FRDF16FERCBEBR G 5T £ R )E
1753 THE] (KBRS £RDFE 17
1) MARRARRE -

2A1ERKE MK REERDE16
RELEMNETHRERES

7 S R IR B B A 30 55 22
E16SR B EX AU TE
S -

HHE /€2
A& &S TRAIE-REBR

EAEMAIEEAREEE - A
ZEHRHERBEEHE -

REBERBCER TR E %R
F16HHTEERN A B KA
HEza Rt AEEsER
HE -

|)

o

BRIEA KRR L R I 3R
28 - THAWAOETTEH
$T{ o



Notes to the Interim Condensed Consolidated Financial Statements

FHIF B AR S B IS R MY AT

2. Principal Accounting Policies
(Continued)

Application of new and amendments to IFRSs
(Continued)

2.1 Impacts and changes in accounting policies of
application on IFRS 16 “Leases” (Continued)

2.1.1 Key changes in accounting policies resulting
from application of IFRS 16 (Continued)

As a lessee

Allocation of consideration to components of a
contract

For a contract that contains a lease component
and one or more additional lease or non-lease
components, the Group allocates the consideration
in the contract to each lease component on the
basis of the relative stand-alone price of the lease
component and the aggregate stand-alone price of
the non-lease components.

As a practical expedient, leases with similar
characteristics are accounted on a portfolio basis
when the Group reasonably expects that the
effects on the financial statements would not differ
materially from individual leases within the portfolio.

The Group also applies practical expedient not
to separate non-lease components from lease
component, and instead account for the lease
component and any associated non-lease
components as a single lease component.

For the six months ended 30 June 2019
HZ=2019% 6 A30 A 1L/ @A

2. TESTHRE)

P& PR 7 T B A2 45 5T A9 B PR Bt 7% 3 o5 2
A (4)

2.1 (BB EERDE 16 55
[HE | WEER ST BFREE
(#&)

211 EFRCEIBR B REEANE16
RELENSTREEAEE (F)

1EAEFAN

REHED R EE KD

HERHEHEXD AR —HLFIA
RIMEESIFHER DAL
5 ARBRBANEENKEES
HERD  EEZBEEK DB
B ERMIFEER D WA
MBS e

ERAITTRENE  HMAKES
EEMEPBRRERN T E R
HETFNENHEYTEEAER
B AIEBROSENEEREES
HEREEAR -
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i
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Notes to the Interim Condensed Consolidated Financial Statements
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For the six months ended 30 June 2019
HZ=20194 6 A30 A 1L/ EA

2. Principal Accounting Policies
(Continued)

Application of new and amendments to IFRSs
(Continued)

2.1 Impacts and changes in accounting policies of
application on IFRS 16 “Leases” (Continued)

2.1.1 Key changes in accounting policies resulting
from application of IFRS 16 (Continued)

As a lessee (Continued)
Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition
exemption to leases that have a lease term of 12
months or less from the commencement date and
do not contain a purchase option. It also applies the
recognition exemption for lease of low-value assets.

Lease payments on short-term leases and leases of
low-value assets are recognised as expense on a
straight-line basis over the lease term.

Right-of-use assets

The Group recognises right-of-use assets at the
commencement date of the lease (i.e. the date the
underlying asset is available for use). Right-of-use
assets are measured at cost, less any accumulated
depreciation and impairment losses, and adjusted
for any remeasurement of lease liabilities.

China Leon Inspection Holding Limited Interim Report 2019

2. TESTHRE)

P& PR 7 RT R A=A 5T (9 I3 iR Bt 75 3 o5 2
A ()

2.1 EH(EBE R EERDE 16 5
[HE | WEERETHTREE
(#&)

211 EFRCEIR R EEANE16
BELENSTREEREE (F)

TERATNA ()
RHHENMEEEEEHEE

HREHBEMGB R A2
BEAXKAAEYEREEERE
BONHE  AEEEAEHEE
ERE#E AEETHEEEER
EHERAERHL -

RPHERKEEEEMENH
ENFEEREERE AR
RFA o

EREEE

AEBNEERMI A B (AN1ERE
BEAMHERN A H) BREM
REE - EREEERRAG
B REEARFITERRER
B UEERENEAENG
EfEHAE -

il



Notes to the Interim Condensed Consolidated Financial Statements

FHIF B AR S B IS R MY AT

2. Principal Accounting Policies
(Continued)

Application of new and amendments to IFRSs
(Continued)

2.1 Impacts and changes in accounting policies of
application on IFRS 16 “Leases” (Continued)

2.1.1 Key changes in accounting policies resulting
from application of IFRS 16 (Continued)

As a lessee (Continued)
Right-of-use assets (Continued)
The cost of right-of-use asset includes:

o the amount of the initial measurement of the
lease liability;

o any lease payments made at or before
the commencement date, less any lease
incentives received;

o any initial direct costs incurred by the Group;
and

° an estimate of costs to be incurred by the
Group in dismantling and removing the
underlying assets, restoring the site on which
it is located or restoring the underlying asset
to the condition required by the terms and
conditions of the lease.

The Group presents right-of-use assets that do
not meet the definition of investment property as a
separate line item on the consolidated statement of
financial position.

For the six months ended 30 June 2019
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Notes to the Interim Condensed Consolidated Financial Statements
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For the six months ended 30 June 2019
HZ=20194 6 A30 A 1L/ EA

2. Principal Accounting Policies
(Continued)

Application of new and amendments to IFRSs
(Continued)

2.1 Impacts and changes in accounting policies of
application on IFRS 16 “Leases” (Continued)

2.1.1 Key changes in accounting policies resulting
from application of IFRS 16 (Continued)

As a lessee (Continued)
Refundable rental deposits

Refundable rental deposits paid are accounted
under IFRS 9 “Financial Instruments” (“IFRS 9”)
and initially measured at fair value. Adjustments
to fair value at initial recognition are considered as
additional lease payments and included in the cost
of right-of-use assets.

Lease liabilities

At the commencement date of a lease, the Group
recognises and measures the lease liability at the
present value of lease payments that are unpaid
at that date. In calculating the present value of
lease payments, the Group uses the incremental
borrowing rate at the lease commencement date
if the interest rate implicit in the lease is not readily
determinable.
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Notes to the Interim Condensed Consolidated Financial Statements

FHIF B AR S B IS R MY AT

2. Principal Accounting Policies
(Continued)

Application of new and amendments to IFRSs
(Continued)

2.1 Impacts and changes in accounting policies of
application on IFRS 16 “Leases” (Continued)

2.1.1 Key changes in accounting policies resulting
from application of IFRS 16 (Continued)

As a lessee (Continued)
Lease liabilities (Continued)
The lease payments include:

o fixed payments (including in-substance
fixed payments) less any lease incentives
receivable;

o variable lease payments that depend on an
index or a rate;

o amounts expected to be paid under residual
value guarantees;

o the exercise price of a purchase option
reasonably certain to be exercised by the
Group; and

° payments of penalties for terminating a lease,
if the lease term reflects the Group exercising
the option to terminate.

Variable lease payments that reflect changes in
market rental rates are initially measured using the
market rental rates as at the commencement date.
Variable lease payments that do not depend on an
index or a rate are not included in the measurement
of lease liabilities and right-of-use assets, and are
recognised as expense in the period on which the
event or condition that triggers the payment occurs.

For the six months ended 30 June 2019
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Notes to the Interim Condensed Consolidated Financial Statements
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For the six months ended 30 June 2019
HZ=20194 6 A30 A 1L/ EA

2. Principal Accounting Policies
(Continued)

Application of new and amendments to IFRSs
(Continued)

2.1 Impacts and changes in accounting policies of
application on IFRS 16 “Leases” (Continued)

2.1.1 Key changes in accounting policies resulting
from application of IFRS 16 (Continued)

As a lessee (Continued)
Lease liabilities (Continued)

After the commencement date, lease liabilities are
adjusted by interest accretion and lease payments.
The Group remeasures lease liabilities (and makes
a corresponding adjustment to the related right-of-
use assets) whenever:

° the lease term has changed or there is a
change in the assessment of exercise of a
purchase option, in which case the related
lease liability is remeasured by discounting
the revised lease payments using a revised
discount rate at the date of reassessment.

° the lease payments change due to changes
in market rental rates following a market rent
review/expected payment under a guaranteed
residual value, in which cases the related
lease liability is remeasured by discounting
the revised lease payments using the initial
discount rate.
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Notes to the Interim Condensed Consolidated Financial Statements

FHIF B AR S B IS R MY AT

2. Principal Accounting Policies
(Continued)

Application of new and amendments to IFRSs
(Continued)

2.1 Impacts and changes in accounting policies of
application on IFRS 16 “Leases” (Continued)

2.1.1 Key changes in accounting policies resulting
from application of IFRS 16 (Continued)

As a lessee (Continued)
Lease modifications

The Group accounts for a lease modification as a
separate lease if:

° the modification increases the scope of the
lease by adding the right to use one or more
underlying assets; and

o the consideration for the leases increases by
an amount commensurate with the stand-
alone price for the increase in scope and
any appropriate adjustments to that stand-
alone price to reflect the circumstances of the
particular contract.

For a lease modification that is not accounted for as
a separate lease, the Group remeasures the lease
liability based on the lease term of the modified
lease by discounting the revised lease payments
using a revised discount rate at the effective date of
the modification.

For the six months ended 30 June 2019
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Notes to the Interim Condensed Consolidated Financial Statements

FHIF B 4R S B A AR MY AT

For the six months ended 30 June 2019
HZ=20194 6 A30 A 1L/ EA

2. Principal Accounting Policies
(Continued)

Application of new and amendments to IFRSs
(Continued)

2.1 Impacts and changes in accounting policies of
application on IFRS 16 “Leases” (Continued)

2.1.1 Key changes in accounting policies resulting
from application of IFRS 16 (Continued)

As a lessee (Continued)
Taxation

For the purposes of measuring deferred tax for
leasing transactions in which the Group recognises
the right-of-use assets and the related lease
liabilities, the Group first determines whether the
tax deductions are attributable to the right-of-use
assets or the lease liabilities.

For leasing transactions in which the tax deductions
are attributable to the lease liabilities, the Group
applies IAS 12 “Income Taxes” requirements to
right-of-use assets and lease liabilities separately.
Temporary differences relating to right-of-use
assets and lease liabilities are not recognised at
initial recognition and over the lease terms due to
application of the initial recognition exemption.

China Leon Inspection Holding Limited Interim Report 2019

2. TESTHRE)

P& PR 7 RT R A=A 5T (9 I3 iR Bt 75 3 o5 2
A ()

2.1 EH(EBE R EERDE 16 5
[HE | WEERETHTREE
(#&)

211 EFRCEIR R EEANE16
BELENSTREEREE (F)

TERATNA ()
TR

At ERKERRAEREEENR
HEHEAENHERSHIELT
BIAME @ AEEELEEHEA
G REBNMEREEEXMEE
afE-

RIEREENHERENE
ExFms  AREREKS
AHERDE12R[MEHR] HR
ENRIEMMNMEREEEREE
BfE - AREAGERRL
HEAREENREEREMEMN
B 12 BN 06 TR S M A AR
AT HER o



Notes to the Interim Condensed Consolidated Financial Statements

FHIF B AR S B IS R MY AT

2. Principal Accounting Policies
(Continued)

Application of new and amendments to IFRSs
(Continued)

2.1 Impacts and changes in accounting policies of
application on IFRS 16 “Leases” (Continued)

2.1.1 Key changes in accounting policies resulting
from application of IFRS 16 (Continued)

As a lessor

Allocation of consideration to components of a
contract

Effective on 1 January 2019, the Group applies IFRS
15 “Revenue from Contracts with Customers” (“IFRS
15”) to allocate consideration in a contract to lease
and non-lease components. Non-lease components
are separated from lease component on the basis
of their relative stand-alone selling prices.

Refundable rental deposits

Refundable rental deposits received are accounted
under IFRS 9 and initially measured at fair value.

Adjustments to fair value at initial recognition are
considered as additional lease payments from
lessees.

Sublease

When the Group is an intermediate lessor, it
accounts for the head lease and the sublease as
two separate contracts. The sub-lease is classified
as a finance or operating lease by reference to the
right-of-use asset arising from the head lease, not
with reference to the underlying asset.

For the six months ended 30 June 2019
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Notes to the Interim Condensed Consolidated Financial Statements
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For the six months ended 30 June 2019
HZ=20194 6 A30 A 1L/ EA

2. Principal Accounting Policies
(Continued)

Application of new and amendments to IFRSs
(Continued)

2.1 Impacts and changes in accounting policies of
application on IFRS 16 “Leases” (Continued)

2.1.1 Key changes in accounting policies resulting
from application of IFRS 16 (Continued)

As a lessor (Continued)
Lease modification

The Group accounts for a modification to an
operating lease as a new lease from the effective
date of the modification, considering any prepaid or
accrued lease payments relating to the original lease
as part of the lease payments for the new lease.

2.1.2 Transition and summary of effects arising from
initial application of IFRS 16

Definition of a lease

The Group has elected the practical expedient to
apply IFRS 16 to contracts that were previously
identified as leases applying IAS 17 and IFRIC - Int
4 “Determining whether an Arrangement contains
a Lease” and not apply this standards to contracts
that were not previously identified as containing a
lease.

Therefore, the Group has not reassessed contracts
which already existed prior to the date of initial
application.

For contracts entered into or modified on or after
1 January 2019, the Group applies the definition of
a lease in accordance with the requirements set out
in IFRS 16 in assessing whether a contract contains
a lease.
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Notes to the Interim Condensed Consolidated Financial Statements

FHIF B AR S B IS R MY AT

2. Principal Accounting Policies
(Continued)

Application of new and amendments to IFRSs
(Continued)

2.1 Impacts and changes in accounting policies of
application on IFRS 16 “Leases” (Continued)

2.1.2 Transition and summary of effects arising from
initial application of IFRS 16 (Continued)

As a lessee

The Group has applied IFRS 16 retrospectively
with the cumulative effect recognised at the date of
initial application, 1 January 2019. Any difference
at the date of initial application is recognised in
the opening retained profits and comparative
information has not been restated.

When applying the modified retrospective approach
under IFRS 16 at transition, the Group applied the
following practical expedients to leases previously
classified as operating leases under IAS 17, on
lease-by-lease basis, to the extent relevant to the
respective lease contracts:

relied on the assessment of whether leases
are onerous by applying IAS 37 “Provisions,
Contingent Liabilities and Contingent Assets”
as an alternative of impairment review;

i excluded initial direct costs from measuring
the right-of-use assets at the date of initial
application;

For the six months ended 30 June 2019
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For the six months ended 30 June 2019
HZ=20194 6 A30 A 1L/ EA

2. Principal Accounting Policies
(Continued)

Application of new and amendments to IFRSs
(Continued)

2.1 Impacts and changes in accounting policies of
application on IFRS 16 “Leases” (Continued)

2.1.2 Transition and summary of effects arising from
initial application of IFRS 16 (Continued)

As a lessee (Continued)

ii.  applied a single discount rate to a portfolio
of leases with a similar remaining terms for
similar class of underlying assets in similar
economic environment. Specifically, discount
rate for certain leases of properties, machinery
and equipment in the People’s Republic
of China, properties in Hong Kong and
properties in Singapore were determined on a
portfolio basis.

On transition, the Group has made the following
adjustments upon application of IFRS 16:

The Group recognised lease liabilities of
RMB20,159,000 and right-of-use assets of
RMB26,351,000 at 1 January 2019.

When recognising the lease liabilities for leases
previously classified as operating leases, the
Group has applied incremental borrowing rates
of the relevant group entities at the date of initial
application. The weighted average lessee’s
incremental borrowing rate applied is 5%.

China Leon Inspection Holding Limited Interim Report 2019

2. TESTHRE)

P& PR 7 T R A2 45 5T (9B PR Bt 75 3 o5 2

A ()

2.1 EH(EBE R EERDE 16 5
[HE | WEER ST B FEE

(4

212 B ERERCER 7 #REER)

FI6EMETHNBERELEN
TERE (|

TERATN (&)

i, BEAAABLLASE IR IR A AR
EEBEBIMALE RS
BUMEEAEERE —
B K- BERmME ' BT
RPEARXMENY
¥ BB ELZERE R
EENMERERNFM
BRMEREMNRRERT)
B EEET -

REER - AEEE R ER(E
PR A5 ¥R 5 R Al DS 16 SRR AE
AT R -

AREEBEMK2019F1 A1 BERHE
EaEAR 20,159,000 7T K& #
B E AR 26,351,0007T °

RSO EREEHENHE
EREMS  ARECEARY
MEMBHREEEERHIZE
AR o FfT & A O AR F 35
HABERRMERE% °



Notes to the Interim Condensed Consolidated Financial Statements

FHIR AR S B R R M

2. Principal Accounting Policies
(Continued)

Application of new and amendments to IFRSs
(Continued)

2.1 Impacts and changes in accounting policies of
application on IFRS 16 “Leases” (Continued)

2.1.2 Transition and summary of effects arising from
initial application of IFRS 16 (Continued)

For the six months ended 30 June 2019
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Notes to the Interim Condensed Consolidated Financial Statements

FHIR AR S B I R MG

For the six months ended 30 June 2019
EHZE2019F 6 A30HEAEA

2. Principal Accounting Policies
(Continued)

Application of new and amendments to IFRSs
(Continued)

2.1 Impacts and changes in accounting policies of
application on IFRS 16 “Leases” (Continued)

2.1.2 Transition and summary of effects arising from
initial application of IFRS 16 (Continued)

As a lessee (Continued)

The carrying amount of right-of-use assets as at 1
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January 2019 comprised the following: BREME TR A T AR
Right-of-
use assets
FEREEE
RMB’000
AREETTT
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(REeEZ)
Right-of-use assets relating to operating leases T FRC BB B s i a5 /2 B D
recognised upon application of IFRS 16 F16EERELEHE
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Reclassified from prepaid lease payments BieENMHEFRIBEEFHE 6,192
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By class: EERRE D
Leasehold lands HEi 6,192
Buildings g 20,159
26,351
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Notes to the Interim Condensed Consolidated Financial Statements
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2. Principal Accounting Policies
(Continued)

Application of new and amendments to IFRSs
(Continued)

2.1 Impacts and changes in accounting policies of
application on IFRS 16 “Leases” (Continued)

2.1.2 Transition and summary of effects arising from
initial application of IFRS 16 (Continued)

As a lessee (Continued)

The following adjustments were made to the
amounts recognised in the condensed consolidated
statement of financial position at 1 January 2019.

P& R #R] B
A (4)

For the six months ended 30 June 2019
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— Prepaid land lease - A LA EFRIE
payments 238 (238) -
Current Liabilities REAE
Lease liabilities HERE - 7,562 7,562
Non-current liabilities FRBEaRsE
Lease liabilities HEAE - 12,597 12,597

2019 BT E B ERBRIERERA R
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Notes to the Interim Condensed Consolidated Financial Statements

FHIR AR S B I R MG

For the six months ended 30 June 2019
EHZE2019F 6 A30HEAEA

2. Principal Accounting Policies
(Continued)

Application of new and amendments to IFRSs
(Continued)

2.1 Impacts and changes in accounting policies of
application on IFRS 16 “Leases” (Continued)

2.1.2 Transition and summary of effects arising from
initial application of IFRS 16 (Continued)

As a lessee (Continued)

Note: For the purpose of reporting cash flows from
operating activities under indirect method for the
six months ended 30 June 2019, movements in
working capital have been computed based on
opening statement of financial position as at 1
January 2019 as disclosed above.
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Revenue from Contracts with

Customers

Notes to the Interim Condensed Consolidated Financial Statements

FHIR AR S B R R M

For the six months ended 30 June 2019
HZE20194F 6 A30HEAEA

Set out below is the disaggregation of the Group’s revenue from

contracts with customers:

3. EFEHWA

TXEINAREEEFEKRARA

Six months ended

BETHAMIEAREAR
30 June 2019 30 June 2018
201946 A30H 201846 A30H
(Unaudited) (Unaudited)
(REER) (REEFEZ)
RMB’000 RMB’000
AR¥T T AREFIT
Type of service RISER
Testing services 0B R T% 106,647 84,306
Surveying services EETE RIS 54,748 13,289
Witnessing and ancillary services RBENEH R 10,452 4,300
Total pEk=C 171,847 101,895
Geographical markets HiE T
Mainland China B A 114,396 92,266
Overseas Eoh 57,451 9,629
Total e 171,847 101,895
Timing of revenue recognition AL PN
A point in time R —Eg, 171,847 101,895
Total s 171,847 101,895

2019 BT E B ERBRIERERA R
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Notes to the Interim Condensed Consolidated Financial Statements

FHIR AR S B I R MG

For the six months ended 30 June 2019
EHZE2019F 6 A30HEAEA

4. Other Income and Gains

4. HAWAR =

Six months ended

HETHAHIEAMEA
30 June 2019 30 June 2018
201946 A30H 201846 A30H
(Unaudited) (Unaudited)
(REBER) (RigEZ)
RMB’000 RMB’000
AR%T T AREEF T
Bank interest income RITH BHA 220 27
Tax refund R - 400
Rental income WA 928 307
1,148 734
Gain on disposal of bank financial products HERITEEI Emm s 421 307
Gain on acquisition of a subsidiary Ui BE BT /B R A AU - 34

Gain on disposal of items of property, HEME - BENEE

plant and equipment 18 B Ml 12 162
Others HAth 322 115
755 618
1,903 1,352
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5. Profit Before Taxation

Notes to the Interim Condensed Consolidated Financial Statements

FHIF B AR S B IS R MY AT

For the six months ended 30 June 2019
HZ=2019% 6 A30 A 1L/ @A

5. BAIFE

Six months ended

BZETH AHIEAEA
30 June 2019 30 June 2018
20196 A30H 201846 A30H
(Unaudited) (Unaudited)
(REER) (REeEZ)
RMB’000 RMB’000
AR¥T ARET T
Profit before tax has been arrived after B (FEA) LT B I8R
charging (crediting): PSR A -
Depreciation of property, plant and Y% - BEMERETE
equipment (note 10) (K$3E10) 8,303 5,291
Depreciation of investment properties (note 10) wEWERE (s 10) 637 637
Amortisation of prepaid land lease TR T b fE & FRIBHE 8
payments - 122
Amortisation of intangible assets B EERE 347 44
Research and development costs: TEER A -
Current period expenditure PR 4,239 2,965
Minimum lease payments under operating leases: &% HEBE THEHSD -
Land and buildings T REF 1,807 3,283
Employee benefit expenses (including directors’ EERMMY (BIEES
and the chief executive’s remuneration): MEEITBRABHM)
Directors’ emoluments EEH N 2,200 2,098
Salaries and other allowances e R HE bR, 53,998 46,165
Equity-settled share-based expenses DA E LA D AR
BB s 674 521
56,872 48,784
Impairment loss of trade receivables B S RUGIERERE 146 193
Gain on disposals of items of HEWE - BERFZEEE
property, plant and equipment, net Rk ) 58 (12) (119)
Bank interest income RITHEUA (220) (27)
Gain on disposal of bank financial products S IRITIRE E A (421) (307)

2019 BT E B ERBRIERERA R



Notes to the Interim Condensed Consolidated Financial Statements

FHIR AR S B I R MG

For the six months ended 30 June 2019
EHZE2019F 6 A30HEAEA

6. Finance Costs 6. BIERKZA
Six months ended
BZTHRAMILEANER
30 June 2019 30 June 2018
201946 A30H 201846 A30H
(Unaudited) (Unaudited)
(REEZX) (REFEZ)
RMB’000 RMB’000
AR¥T T AREETFIT
Interest on borrowings EFRAE 3,312 590
7. Taxation 7. BB
Six months ended
BZTHAMILEANEAR
30 June 2019 30 June 2018
20196 H30H 20184 6 A 30 H
(Unaudited) (Unaudited)
(RE&ERZ) (REEFEZ)
RMB’000 RMB’000
AR¥T T ARBTTT
Current tax BIEATR I8
PRC Enterprise Income Tax AR TSR 7,151 4,599
Deferred IRIE _ 188
7,151 4,787
8. Dividends 8. RE

The proposed final cash dividend of RMBO0.0075 per share
totalling RMB3,000,000 for the year ended 31 December 2018
was approved by the Company’s shareholders on 17 May 2019.
The board of directors of the Company does not recommend
the payment of any interim dividend for the six months ended
30 June 2019 (six months ended 30 June 2018: Nil).
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Earnings per Share

The calculation of the basic and diluted earnings per share
attributable to the owners of the Company is based on the

following data:

Notes to the Interim Condensed Consolidated Financial Statements

FHIR AR S B R R M

For the six months ended 30 June 2019
HZE20194F 6 A30HEAEA

9. BREFR

RRBHE ANEEEREANNEGRMIZT
JIBERTH

Six months ended

BZETHBAEIEAREA
30 June 2019 30 June 2018
201946 A30H 201846 A30H
(Unaudited) (Unaudited)
(REER) (REEEZ)
RMB’000 RMB’000
AR%T T ARETTT
Profit for the attributable purpose of basic and IR ER R SR
diluted earnings per share #IFE 13,350 11,435
’000 ‘000
T Fi%
Number of shares RHEE
Weighted average number of ordinary shares BRBKRERRET
for the purpose of basic earnings per share I AR R 8L 400,000 400,000
Effect of dilutive potential ordinary shares: BIEEELBROTZE
— Share options - AR 237 561
Weighted average number of shares for the EHAEREEERT
purpose of diluted earnings per share HIAR {0 N 19 2K 400,237 400,561

For the six months ended 30 June 2019, the computation of
diluted earnings per share does not assume the exercise of
certain of the Company’s outstanding share options since the
exercise price of these certain share options are higher than the
average price of the Company’s shares during the six months
ended 30 June 2019.

HZE2019F6 AG0RIEAEA - BRAR
AIETEARITEMERENTEESNER
20194 6 A 30 A 175 & A AR 7R (7 89 F
HRE - B EAESREE R R P90 &
BERZEE THERECETE -

2019 BT E B ERBRIERERA R
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Notes to the Interim Condensed Consolidated Financial Statements

FHIR AR S B I R MG

For the six months ended 30 June 2019
EHZE2019F 6 A30HEAEA

10. Movements in Property, Plant and
Equipment, Right-of-use Assets and
Investment Properties
During the current interim period, the Group disposed of certain
plant and machinery with an aggregate carrying amount of
RMB12,000 for cash proceeds of RMB24,000, resulting in a
gain on disposal of RMB12,000.

In addition, during the current interim period, the Group

paid approximately RMB5,495,000 for property, plant and
equipment.
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Notes to the Interim Condensed Consolidated Financial Statements

11.

12.

FHIR AR S B R R M

For the six months ended 30 June 2019
HZE20194F 6 A30HEAEA

Prepaid Land Lease Payments 11. BN LB EFE
As at
31 December 2018
R 20184
12H31H
(Audited)
(Fe881%)
RMB’000
ARBETIT
Carrying amount at beginning of the period/year i,/ S #IBRE{E 6,436
Amortisation for the period (note 5) A SE (T 5ES) (244)
Carrying amount at end of the period/year B EREREIE 6,192
Current portion included in prepayments, FTATERM A ~ e
deposits and other receivables R H A R IR
Ky BN ERER 5> (238)
Non-current portion JEBNEREL S 5,954
During the six months ended 30 June 2019, the prepaid land REZE2019F6 A30HIEAEA  IRER
lease payments are reclassified to right-of-use assets upon CEIR I BREEADFE16581& - BN i
application of IFRS 16. MERBEETDEAFRAEEE -
Trade and Bills Receivables 12. ESRWFIEREWREE
As at As at
30 June 2019 | 31 December 2018
R 2019 F R 20184
6 H30H 12H31H
(Unaudited) (Audited)
(RE&ER) (JeFZ)
RMB’000 RMB’000
ARET T ARETTT
Trade receivables E 5 e ERIE
Trade and bills receivables B ZRNGRIE R RN EE 83,714 43,619
Less: Loss allowance W EEREE (1,502) (1,356)
82,212 42,263
The Group allows an average credit period of 90 days to its AEBGTHESREFPHIEHEEREW
trade customers. H e

2019 BT E B ERBRIERERA R



Notes to the Interim Condensed Consolidated Financial Statements

FHIR AR S B I R MG

For the six months ended 30 June 2019
EHZE2019F 6 A30HEAEA

12. Trade and Bills Receivables (Continued)

The aged analysis of the Group’s trade and bills receivables
based on invoice dates at the end of the reporting period, which
approximated the respective revenue recognition dates, is as

12.

B EWREAREBERRE (&)
AEBRBEHRENETAB(REEH
R B EIEE ) #0255 MU0 L

SEORESITAT

follows:
As at As at
30 June 2019 | 31 December 2018
R2019F 20184
6 H30H 12H31H
(Unaudited) (Audited)
(REEZ) (&%)
RMB’000 RMB’000
ARBT T ARETTT
Within 3 months 31EA A 66,270 34,312
3 to 6 months 3% 61EA 9,665 4,953
6 months to 1 year 6EIAZE14F 4,557 2,374
1 to 2 years 122F 1,720 613
Over 2 years B2 F - 11
82,212 42,263

The movement in the loss allowance for impairment of trade
receivables are as follows:

B ZREFRNREERRBEZEEHIT

As at As at

30 June 2019 | 31 December 2018

R2019F 2018

6 A30H 12431 H

(Unaudited) (Audited)

(REER) (fe&E%)

RMB’000 RMB’000

ARET ARETIT

At beginning of the period/year 5 EH) 1,356 331
Impairment losses, net BEEIBFRE 146 529
Acquisition of a subsidiary BB A A - 496
1,502 1,356
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Notes to the Interim Condensed Consolidated Financial Statements

FHIR AR S B R R M

For the six months ended 30 June 2019
HZE20194F 6 A30HEAEA

13. Prepayments, Deposits and Other

13. AFIE - RE R HALEWR

Receivables b1 |
As at As at
30 June 2019 | 31 December 2018
#2019 F #2018 4
6 A30H 12H31H
(Unaudited) (Audited)
(REBEZR) (fe=:Z)
RMB’000 RMB’000
ARET T ARETFTT
Prepaid land lease payments A T EFRIA - 238
Prepayments TR RUR 10,997 17,810
Deposits and other receivables e REAERGRIA 6,867 4,472
17,864 22,520
Loss allowance s (235) (382)
17,629 22,138
Portion classified as non-current assets DERIEREEENID (6,469) (6,614)
11,160 15,524

Deposits and other receivables mainly represent rental deposits

and deposits with suppliers. Where applicable, an impairment

analysis is performed at each reporting date by considering the

probability of default of comparable companies with published

credit ratings. As at 31 December 2018, the probability of

default applied ranged from 0.17% to 100% and the loss given

default was estimated to be 100%.

ReREMERRBEEZEREHSES RHE
EiRe o WEA - £EEEHARERTR
WA ELRATIMELNBERE - REERS
HEBEITRE DT - 2018412 H31H -
EHBERNFR017% E 100% » MiEAE

KEHEA100% -

2019 BT E B ERBRIERERA R
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Notes to the Interim Condensed Consolidated Financial Statements

FHIR AR S B I R MG

For the six months ended 30 June 2019
EHZE2019F 6 A30HEAEA

14. Financial Assets at Fair Value through 14. EAARBEFTABENERE
Profit or Loss =3
As at As at
30 June 2019 | 31 December 2018
" 2019 F #2018 4
6 A30H 12H31H
(Unaudited) (Audited)
(REER) (fe&E%)
RMB’000 RMB’000
AR%T AREEFTT
Financial assets at fair value through profit or loss ~ &ZAf BEFT AIBZE
HE/EE
Bank financial products IRITIEBE R 3,082 27,000

The financial products issued by banks have been classified
as financial assets at fair value through profit or loss upon the
application of IFRS 9 as these instruments did not meet the
SPPI criterion. The fair values of the bank financial products
have been calculated by discounting the expected future cash
flows using rates currently available for instruments with similar
terms, credit risk and remaining maturities.
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Notes to the Interim Condensed Consolidated Financial Statements

FHIR AR S B R R M

For the six months ended 30 June 2019
HZE20194F 6 A30HEAEA

15. Cash and Cash Equivalents and 15. R RBASEEYWUREEF
- =,
Pledged Deposits (N
As at As at
30 June 2019 | 31 December 2018
R2019 F 2018 &
6 A30H 12H31H
(Unaudited) (Audited)
(REER) (Fe&E%)
RMB’000 RMB’000
AR%T AREEFTT
Cash and bank balances RE RIRTTEEH 84,626 76,848
Time deposits TEHATF K - 400
84,626 77,248
Less: Time deposits pledged for construction B ERIIRD M
in the progress TEEBATF K - (400)
Cash and cash equivalents He kRS EY 84,626 76,848
Cash at banks earns interest at floating rates based on daily IRITHSREET B RITHERME LT E N =X
bank deposit rates. The bank balances and time deposits are BREUH) S o RITAEBRREBTERIFRE&RR
deposited with creditworthy banks with no recent history of AR E 2 B BEEAIRIT -
default.
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Notes to the Interim Condensed Consolidated Financial Statements

FHIR AR S B I R MG

For the six months ended 30 June 2019

HZE201946 A30H L~ EA

16. Trade Payables and Other Payables and

Accruals

The following is an analysis of trade payables, presented based

on the invoice date.

KFESHIEE

16. EZ BN MER LB TR

REZAMEINEHRAFTEINMAT -

As at As at
30 June 2019 | 31 December 2018
" 2019 F #2018 4
6 A30H 12H31H
(Unaudited) (Audited)
(REBER) (fe&%)
RMB’000 RMB’000
ARET T ARETTT
Trade payables: B S ENFE
Within 3 months 31EARA 29,406 11,620
3 to 6 months 3E61EA 6,405 438
6 months to 1 year 6IEIAZE1F 773 51
1 to 2 years 1E22F - 125
Over 2 years A2 F - 59
36,584 12,293
As at As at
30 June 2019 | 31 December 2018
R2019F 2018
6 A30H 12 H31H
(Unaudited) (Audited)
(REERK) (Fe&E%)
RMB’000 RMB’000
ARET ARETIT
Other payables and accruals: HE eI sIE R ERIER ¢
Accrued salaries, wages and benefits EErEE c TERWA 15,532 14,932
Other taxes payable H Ath FE A TR 51 - 707
Payable to vendors of property, JEREE - WX
plant and equipment HRBEEFIA 4,129 14,815
Others Hth 6,542 4,929
26,203 35,383

Other payables are non-interest-bearing and have no fixed

terms of settlement.
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Notes to the Interim Condensed Consolidated Financial Statements

FHIR AR S B R R M

For the six months ended 30 June 2019
HZE20194F 6 A30HEAEA

16. B 5 B 7R ()
0 N EL A A 08 T £ B A A S

16.

17.

18.

Trade Payables (Continued)

The amount due to the Group’s associate included in other

payables and accruals is as follows:

B b EFIEMT

As at As at
30 June 2019 | 31 December 2018
12019 F 20184
6 H30H 12H31H
(Unaudited) (Audited)
(R&ERK) (f&&%)
RMB’000 RMB’000
AR%T T AREFTT
Leon Intelligence & Information (Beijing) TR EE bR B
Technology Co., Ltd. AR AT - 1,850

The above amount is unsecured, non-interest-bearing and has

no fixed terms of settlement.

FRRESER  TiHARYEEATER

H -

Contract Liabilities 17. 6N EE
As at As at
30 June 2019 | 31 December 2018
#2019 F #2018 4
6 A30H 12H31H
(Unaudited) (Audited)
(REER) (f&E=Z)
RMB’000 RMB’000
AR%TR AREEFTT

Short-term advances received from customers BEIE PR BB

Rendering of services MRS 2,511 2,379

Contract liabilities include short-term advances received to

render services. The increase in contract liabilities was mainly

due to the increase in short-term advances received from

customers in relation to the provision of inspection services at

the end of the period/year.

Borrowings

18.

During the current interim period, the Group obtained new
borrowings of RMB10,000,000 and repaid borrowings of

RMB3,063,000.

XA E SRR RS M UERAE IR -
ARAEEMTDEE MR ENEFREH
0Bl R TS A B ) 2 U R P RS HREA R N -

BN

RATRHEBE AEERSHERAR
#10,000,0007L* WEEERERARE

3,063,000 7T °

2019 BT E B ERBRIERERA R
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Notes to the Interim Condensed Consolidated Financial Statements

FHIF B 4R S B A AR MY AT

For the six months ended 30 June 2019
HZ=20194 6 A30 A 1L/ EA

19. Share Capital

19. lRA

As at 30 June 2019 As at 31 December 2018
7201946 A 30 H R20184F 12 A31 H
Number Number
of shares Value of shares Value
RGEE BE e R BE
(Unaudited) (Audited)
(REEEZ) (fe&%)
’000 RMB’000 000 RMB’000
TR ARET T T ARETFT
Issued and fully paid ERITREH
Shares S ERp vl 400,000 131 400,000 131

20. Share Option Scheme

The Company operates a share option scheme (the “Scheme”)
for the purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group’s
operations. Eligible participants of the Scheme include the
Group’s employees, directors and other participants in order to
retain and provide incentive to the employees of the Group to
achieve its business objectives. The Scheme became effective
on 5 May 2017 and, unless otherwise cancelled or amended,
will remain in force for 10 years from that date.

The maximum number of shares which may be issued upon
exercise of all options to be granted under the Scheme and
any other share option schemes shall not in aggregate exceed
10% of the shares in issue as at the date of approval by the
Shareholders and as such limit is refreshed by the Shareholders
from time to time. The maximum number of Shares which may
be issued upon exercise of all outstanding options granted and
yet to be exercised under the Scheme and any other share
option schemes shall not exceed 30% of the shares in issue
from time to time.

The total number of shares issued and to be issued upon
exercise of the options granted to each participant that is
eligible under the Scheme and any other option schemes
(including both exercised and outstanding options) in any
12-month period must not exceed 1% of the total number of
shares in issue. Where any further grant of options to an eligible
participant would result in the shares issued and to be issued
upon exercise of the options granted to such eligible participant
(including exercised, cancelled and outstanding options) in the
12-month period up to and including the date of such further
grant representing in aggregate over 1% of the total number of
shares in issue, such further grant must be separately approved
by the shareholders at the general meeting.
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Notes to the Interim Condensed Consolidated Financial Statements

FHIF B AR S B IS R MY AT

For the six months ended 30 June 2019
HZ=2019% 6 A30 A 1L/ @A

20. fE IR HERT & (&)

P ERENITEHAITRESETE - BLE
E2019F 6 AG0H IR TMEBRRERS
TEHENFEABERT AR —E=F 5
BHERHAR TR TEABREZYE R
PR FEREEERBH(UREEAR
)AL ©

20. Share Option Scheme (Continued)

The exercise period of the share options granted is determinable
by the directors. For the share options granted up to 30 June
2019, the exercising periods commences either on the grant
date to two years or after a vesting period of one to three years
and ends on a date which is not later than five years from
the date of offer of the share options or the expiry date of the
Scheme, if earlier.

BERETNETRHRAADLRERRAS LK
REER -

Share options do not confer rights on the holders to dividends
or to vote at shareholders’ meetings.

RABIRA R AT (R BB AR B S - LR
$R R R 7 50 PR AR A A7 45 8 JR 45 155 E A
SAEET -

Details of the share options outstanding and movement during
the current period and the exercise price and exercise periods
of the options outstanding as at the end of the reporting period
are as follows:

Number of
options
outstanding

as at 1 January

2019 and
Grantee Date of grant Notes 30 June 2019 Exercise price* Exercise period
R2019F
1A1BR
2019
6H30H
RITRE
ERAL RHAH MeE BREHE TEE*  TEH
‘000 HKD per share
Tk BB
Other employee 4 July 2017 (@) 2,325 1.28 4 July 2018 to 3 July 2023
HftgE 201747 A 4R 20187 A4R%
20237 A3H
Other employee 4 July 2017 (@) 1,965 1.28 4 July 2019 to 3 July 2024
HftgE 201747 A 4R 20197 A4R%
20247 A3H
Other employee 4 July 2017 (@) 2,860 1.28 4 July 2020 to 3 July 2025
HftgE 201747 A 4R 20207 A4RE
20257 A3 H
Mr. YANG Rongbing 23 July 2018 (b) 1,000 1.414 23 July 2018 to 22 July 2023
CE=S 20187 23 H 201847 H23HE
20234F 7 A22H
Mr. YANG Rongbing 23 July 2018 (b) 1,000 1.414 23 July 2019 to 22 July 2024
IBERERAE 20187 23 H 20197 H23HE
20247 A22H
Mr. YANG Rongbing 23 July 2018 (b) 1,000 1.414 3 July 2020 to 22 July 2025
B ERAE 20187 A 23 H 2020%7HA30%
2025 7 A22H
10,150

*

the Company'’s share capital.

The exercise price of the share options is subject to adjustment
in the case of rights or bonus issues, or other similar changes in

© BB T8 B AT R AR S AL AR B 7T S
DERAA R BB B (el B8 -

2019 BT E B ERBRIERERA R
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FHIF B 4R S B A AR MY AT

For the six months ended 30 June 2019
HZ=20194 6 A30 A 1L/ EA

20. Share Option Scheme (Continued)

Notes:

(@)

On 4 July 2017, the board of directors of the Company approved
the initial grant only to the Group’s employees. The total number
of the target shares under the initial grant was 8,000,000,
representing approximately 2% of the issued share capital of the
Company.

There are three unlocking dates: being the expiry dates of the
first anniversary, second anniversary and third anniversary of the
grant date, subject to the vesting conditions and upon expiry of
which, 30%, 30% and 40% of the trust benefit units granted to
each Scheme participant shall be unlocked. The lock-up period
is from the grant date to each of the aforesaid unlocking dates,
during which the disposal of the trust benefit units is prohibited.

On 23 July 2018, the board of directors of the Company
approved the grant to a director, Mr. YANG Rongbing. The total
number of the target shares under the initial grant was 3,000,000,
representing approximately 0.75% of the issued share capital of
the Company.

There are three unlocking dates: being the date of grant, the
expiry dates of first anniversary and second anniversary of grant
date, subject to the vesting conditions and upon expiry of which
one third of the trust benefit units granted to participant shall be
unlocked. The lock-up period is from the grant date to each of
the aforesaid unlocking dates, during which the disposal of the
trust benefit units is prohibited.

At the end of the reporting period, the Company had

10,150,000 share options outstanding under the Scheme. The

exercise in full of the outstanding share options would, under

the present capital structure of the Company, result in the

issue of 10,150,000 additional ordinary shares of the Company
and additional share capital of HK$13,394,000 (equivalent to
RMB11,736,000) (before issue expenses).

At the date of approval of these financial statements, the

Company had 10,150,000 share options outstanding under

the Scheme, which represented approximately 2.5% of the

Company’s shares in issue as at that date.
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21. Acquisition of a Subsidiary

On 8 May 2019, Leon Overseas Pte. Ltd. (“Leon Overseas”),
an indirectly non-wholly-owned subsidiary of the Company,
entered into a sales and purchase agreement with Saybolt
Holding BV, an independent third party, pursuant to which
Leon Overseas agreed to acquire a 100% interest in Saybolt
(Singapore) Pte Ltd. at the consideration of US$3,750,000
(equivalent to RMB 25,782,000) (the “Acquisition”). This
transaction was completed on 15 May 2019. For more details
of the Acquisition, please refer to the announcements of the

For the six months ended 30 June 2019
HZ=2019% 6 A30 A 1L/ @A

21. WIBFEE 2 A
201945 88 H * Leon Overseas Pte. Ltd.
([Leon Overseas]) (AR RIMEEIER
& Mt B A 7 ) B Saybolt Holding BV ( —
BYE=H)FIZEEWZE - Bt Leon
Overseas [A E U 8% Saybolt (Singapore) Pte
Ltd. #)100% # % - % {E /3,750,000 3%
T (HE R AR 25,782,0007T) ([WEBE
B]) o IERXSHER2019F5 8158 5EK °
FRARETENELHE  B2HART9

Company dated 8 May 2019 and 16 May 2019 respectively. A B A &2019F 5 H8H & 201945 A 16
= P/
Consideration transferred HRHE
RMB’000
AREEFTT
Cash Be 25,782
Less: Cash and cash equivalents acquired W FTERIR e RIS EEY (1,041)
Less: unpaid amount as at 30 June 2019 BB R20194F 6 A30 B ARY NE%E (5,156)
Net cash used in acquisition W EEPTFIR £ 558 19,585
Assets acquired and liabilities recognised at the date of REERBRKRENEERMERANDAE
acquisition (on provisional basis) (IR EE)
RMB’000
ARET T
Property, plant and equipment L E e 5,111
Prepayments, deposits and other receivables JENFIE -« e MEmERFIE 1,518
Tax recoverable Al e R IA 606
Cash and cash equivalents B MR EEY 1,041
Trade and bill receivables B 5 RYGRIA K KRR 16,654
Deferred tax liabilities EEIBEE (121)
Trade payable =) AEEE (8,905)
Other payables and accruals Hoqth fEA FRIE R FEETIA B (2,204)
13,700
Gooduwill arising on acquisition: WEEENHE :
RMB’000
ARET T
Consideration transferred HERE(E 25,782
Less: net assets acquired B TR EEFE (13,700
Gooduwill arising on acquisition W EE MR 12,082

Impact of acquisition on the results of the Group

Included in the profit for the period and revenue respectively
ending 30 June 2019 is profit of RMB785,000 and revenue
of RMB10,933,000 attributable to the additional business
generated by SPL.

BRHARERENTE

SPLEEWBIEBEMLGINBARE
785,000 7T & Y A A R 10,933,000 7T 53
RIEt AE 22019 6 A 30 H L&Y EF A F)E
PN

2019 BT E B ERBRIERERA R
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For the six months ended 30 June 2019
EHZE2019F 6 A30HEAEA

22. Capital Commitments

The Group had the following capital commitments as at 30
June 2019 and 31 December 2018:

22, EAEIE

REFEMKR2019F6 A30H &2018F 12 A
31 BEA AT E AEIE -

Six months ended

BZET5 AHIEANEA
30 June 2019 | 31 December 2018
201946 A30H | 2018412 A31H
(Unaudited) (Unaudited)
(RE&ER) (RigEZ)
RMB’000 RMB’000
ARET T ARETFT

Contracted, but not provided for: BRT4 B AR

Property, plant and equipment Y% - BB L& 512 3,704

23. Related Party Transactions

(a) Transactions with related parties during the

23. B A R 57
(a) HIAMBEBERS :

period:
Six months ended
BETHAMLEREAR
30 June 2019 30 June 2018
20196 A30H 201846 A30H
(Unaudited) (Unaudited)
(REER) (REEEZ)
RMB’000 RMB’000
AR¥T T AREFIT
Provision of technical services B b IR R AT AR T
by an associate - 283
Purchase of property, plant and equipment [ &> BE B W% -
from an associate TR T 5% A6 - 3,130
Purchase of intangible asset from S PEBEREEE
an associate - 377

In the opinion of the directors, the transactions between
the Group and the related parties were based on normal
commercial terms with prices mutually agreed between
the parties and are conducted in the ordinary course of
business.
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23. Related Party Transactions (Continued)

(b)

(c)

(d)

Outstanding balances with related parties:

Details of the outstanding balances with related parties
are set out in note 16 to these interim condensed
consolidated financial statements.

Guarantees by related parties:

The borrowings amounting to RMB16,936,000 from
banks as at 30 June 2019 were guaranteed by LI Xiangli
and ZHANG Aiying.

Another borrowing amounting to RMB56,500,000 as
at 30 June 2019 was guaranteed by Leon Cornerstone
Investment Holding Limited owned by LI Xiangli, Hawk
Flying Investment Holding Limited owned by LIU Yi
and Swan Stone Investment Holding Limited owned by
ZHANG Aiying with pledged shares which representing
approximately 27.73% of the total issued share capital of
the Company. This borrowing was also guaranteed by LI
Xiangli and ZHANG Aiying.

Compensation of key management personnel
of the Group:

For the six months ended 30 June 2019
HZ=2019% 6 A30 A 1L/ @A

23. Bt L5 (&)

(b)

(c)

(d)

BAME 5 R ER AR
HEBTNRERGRFRINZE
hEARAAAR A IS IR ML 16 -

BABE SRR

M2019F6 A30H » KB RITHE
FAR®E 16,936,000 7T B Z M F K&
REEIEHER -

R2019F 6A30H - Z—FE AR
56,500,0007T #) f& 5k 2 H1 2 [A) A1 &
A Leon Cornerstone Investment
Holding Limited + 23 # & &) Hawk
Flying Investment Holding Limited &
iR E H A H) Swan Stone Investment
Holding Limited AAE &R AR A2 2
TTHIRARE) 27 73% 8 2 IR AR () 1E I
AR - ZEBRITTAF AN KRE R
fERER -

FEBTEEEAEBNME -

Six months ended

HETHRAMIEAEAR
30 June 2019 30 June 2018
201946 H30H | 201846 A30H
(Unaudited) (Unaudited)
(REFEZR) (REgEZ)
RMB’000 RMB’000
AR¥ET T ARBTIT
Short-term employee benefits HE B R A 2,521 2,974
Pension scheme contributions BRIRESE IR 115 139
Equity-settled share option expense AEREE RN ERERS 74 74
2,710 3,187

In the opinion of the directors, the transactions between
the Group and the related parties were based on prices
mutually agreed between the parties and conducted in
the ordinary course of business.

EERR AEERREBT ZHOX
ST 2B EARBENERE
17 YN BEERFBIZPET
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For the six months ended 30 June 2019
EHZE2019F 6 A30HEAEA

24. Financial Instruments by Category

The carrying amounts of each of the categories of financial

24. BERIETHEBMT A
RIEH - SAFIS BT AR EHS)

instruments as at the end of the reporting periods are as LU
follows:
Financial assets SREE
As at As at
30 June 2019 | 31 December 2018
M 2019 F #2018 4F
6 H30H 12H31H
(Unaudited) (Audited)
(REEER) (feEHZ)
RMB’000 RMB’000
ARET ARETTT
Financial assets at amortised cost: R SER AT 2
MESREE -
Trade and bills receivables FEUWE 5 3kI8
REWER 82,212 42,263
Financial assets included in prepayments, FEATEFRIE -
other receivables and other assets o Ath e W sk IE e Ho A
BENTSRMEE 6,632 4,090
Pledged deposits [RE e - 400
Cash and cash equivalents He MR EEY 84,626 76,848
Financial assets at fair value through ERAREEFT AEM
other comprehensive income: ZHKENECREE
Equity investment designated at fair value EERAABETAHM
through other comprehensive income FHEWNEARERE 3,000 3,000
Financial assets at fair value through BARBETAERZN
profit or loss SREEE 3,082 27,000
179,552 153,601
Financial liabilities cRAE
As at As at
30 June 2019 | 31 December 2018
2019 F #2018 4F
6 H30H 12H31H
(Unaudited) (Audited)
(REEER) (JeFZ)
RMB’000 RMB’000
ARET ARETTT
Financial liabilities at amortised cost: R SER AT E
MERmBE
Trade payables =) AN e 36,584 12,293
Financial liabilities included in other payables T A A FE B &
and accruals EtTEENSRAE 10,671 19,744
Borrowings N 83,022 76,085
Interest payables FERIFIE 2,064 1,729
132,341 109,851
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25. Fair Value and Fair Value Hierarchy of

Financial Instruments

The carrying amounts and fair values of the Group’s financial
instruments, other than those with carrying amounts that
reasonably approximate to fair values, are as follows:

For the six months ended 30 June 2019
HZ=2019% 6 A30 A 1L/ @A

25. nABERESRIAEAAREE

HY B 4

rEEERTANKREERAREBE(ZE
RHESEALBESBREERIN &M
I

Carrying
amounts Fair values
BREE ~rBAE
30 June 2019 | 31 December 2018
201946 A30H | 2018512 A31H
(Unaudited) (Audited)
(RE&E®R) (fe&E%)
RMB’000 RMB’000
AR%T ARETFTT
Financial assets: SRUEE ¢
Equity investment designated at fair EEZR AR BERA
value through other comprehensive income Hih 2 ER
AR E 3,000 3,000
Financial assets at fair value through profit or loss ~ E AR BET ABZRER
TREE 3,082 27,000
6,082 30,000
Financial liabilities: TRAE
Borrowings EE 83,022 76,085
Interest payables FERTFIE 2,064 1,729
85,086 77,814

Management has assessed that the fair values of cash and
cash equivalents, trade and bills receivables, financial assets
included in prepayments, other receivables and other assets,
trade payables and financial liabilities included in other payables
and accruals approximate to their carrying amounts largely due
to the short term maturities of these instruments.

The Group’s finance department headed by the finance
manager is responsible for determining the policies and
procedures for the fair value measurement of financial
instruments. At each reporting date, the finance department
analyses the movements in the values of financial instruments
and determines the major inputs applied in the valuation.

EEECHERELBSEED  BEFRENK
AN KRR - FEATENFUR - EfbEW
RENEMEENSREE - R RMNKA
et AR MEMNRELERENEREE
MARBEREREEMRS  WHEEHR
%5 T AN HHREE -

AREBRPHEETENWHE  BEETE
TRIARNABEAZNEREIIZF - X%
BERH - MBHoMmEeEmTANEES
THEE[RETRERANEEH AR -
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For the six months ended 30 June 2019
HZ=20194 6 A30 A 1L/ EA

25. Fair Value and Fair Value Hierarchy of

Financial Instruments (Continued)

The fair values of the financial assets and liabilities are included
at the amount at which the instrument could be exchanged in
a current transaction between willing parties, other than in a
forced or liquidation sale.

The following methods and assumptions were used to estimate
the fair values:

The fair values of borrowings have been calculated by
discounting the expected future cash flows using rates currently
available for instruments with similar terms, credit risk and
remaining maturities. The Group’s own non-performance risk for
borrowings at 30 June 2019 was assessed to be insignificant.

Financial assets at fair value through profit or loss at 30 June
2019 represented financial products issued by banks. The fair
values of the financial assets at fair value through profit or loss
has been calculated by discounting the expected future cash
flows using rates currently available for instruments with similar
terms, credit risk and remaining maturities.
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For the six months ended 30 June 2019
HZE20194F 6 A30HEAEA

25. TMIENAARBERAARE

25. Fair Value and Fair Value Hierarchy of
Financial Instruments (Continued)

Fair value hierarchy

The following tables illustrate the fair value measurement
hierarchy of the Group’s financial instruments:

Assets measured at fair value

EE& (&)

AR EERR
TRYUBAEELRIAN AL BENEE
®:

BAREEHENRE

30 June 2019 20196 A30H
Fair value measurement using
DNAEEERA
Significant Significant
observable unobservable
inputs inputs
(Level 2) (Level 3) Total
EETHR EERAEHE
WABE WA
(B=EB&R) (R=B&R) CEl
(Unaudited) (Unaudited) (Unaudited)
(REEZ) (REEZ) (REEZ)
RMB’000 RMB’000 RMB’000
TET FHE T THET
Equity investment designated R AR EERTA
at fair value through other Hiv 2R
comprehensive income [RiERE - 3,000 3,000
Financial assets at fair value ERARrEEFTAER
through profit or loss NERIEE 3,082 - 3,082
3,082 3,000 6,082
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For the six months ended 30 June 2019
EHZE2019F 6 A30HEAEA

25. Fair Value and Fair Value Hierarchy of 25. s TEMNAREBERAARE
Financial Instruments (Continued) BEER(E)
Assets measured at fair value (Continued) BEAREBETENEE (&)
31 December 2018 2018 12 A31 H
Fair value measurement using
DAEBEFTEHRA
Significant Significant
observable unobservable
inputs inputs
(Level 2) (Level 3) Total
BEAEHER  EETAER
EPNE¢7: EEPNE ¢
(FZEH) (FE=EH) a&t
(Audited) (Audited) (Audited)
(5 FEZ) (FEZ) (fe&E%)
RMB’000 RMB’000 RMB’000
FAET FHEIT FiET
Equity investment designated EEZRAREEETA
at fair value through other Hiv 2R
comprehensive income IR & - 3,000 3,000
Financial assets at fair value ERAREEFAER
through profit or loss ME R EE 27,000 - 27,000
27,000 3,000 30,000
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For the six months ended 30 June 2019
HZE20194F 6 A30HEAEA

25@@1&@&%%@&@%%
BEER (&)
RARBHENSENEE

25. Fair Value and Fair Value Hierarchy of
Financial Instruments (Continued)

Liabilities measured at fair value

30 June 2019 20196 A30H
Fair value measurement using
DRARBEFERA
Significant Significant
observable unobservable
inputs inputs
(Level 2) (Level 3) Total
EETUHR EERAEHE
BARIE WA
(F=E#&R) (B=E#&K) ast
(Unaudited) (Unaudited) (Unaudited)
(REEEZ) (REER) (RBEZ)
RMB’000 RMB’000 RMB’000
FET FE T THExT
Borrowings B 83,022 - 83,022
Interest payables JEAS TS 2,064 = 2,064
85,086 - 85,086
31 December 2018 20184 12 831 H
Fair value measurement using
AR BEEFAEHEA
Significant Significant
observable unobservable
inputs inputs
(Level 2) (Level 3) Total
BRAEE EEIUER
BABIE WA SR
(B=EB#) (BE=E#&) A&t
(Audited) (Audited) (Audited)
(feE=%) (&%) (&%)
RMB’000 RMB’000 RMB’000
FAET T FHET
Borrowings B 76,085 - 76,085
Interest payables JEAHFIB 1,729 - 1,729
77,814 - 77,814
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For the six months ended 30 June 2019
EHZE2019F 6 A30HEAEA

26. Approval of the Interim Condensed 26. LA HE S MBEHREK
Consolidated Financial Statements
The interim condensed consolidated financial statements were 2019 8 A23H » EF gt AT miEs
approved and authorised for issue by the board of directors on THHEIRRRAR A B SR -
23 August 2019.
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