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Management Discussion and Analysis

EEENWR D

BUSINESS OVERVIEW

The Group has, during the review period, continued to further the
development and advancement of its core business operations, comprising
the EMS, Distribution of Communication Products, and Securities and Other
Assets Investment — principally involved in seizing opportunities from the
burgeoning healthcare and medical industry in the PRC.

For the six months ended 30 June 2019, the Group generated total revenue
of approximately HK$349.0 million (2018: HK$327.4 million). Gross profit
amounted to HK$66.8 million (2018: HK$66.0 million), with loss attributable
to owners of the Company amounting to HK$56.2 million (2018: loss of
HK$52.3 million).

As at 30 June 2019, the Group remains in a solid financial position with bank
and cash balances totalling HK$382.2 million (31 December 2018: HK$354.2
million).

Review of Operations

The EMS and Distribution of Communication Products

The EMS and Distribution of Communication Products businesses
contributed HK$269.1 million (2018: HK$274.4 million) and HK$17.9 million
(2018: HK$23.4 million) in revenue respectively during the Period. The dip in
revenue from the Distribution of Communication Products business reflects a
general decline that the industry as a whole has been experiencing over the
past few years. As for the EMS operation, while a modest decline in revenue
was recorded, owing in part to the generally cautious sentiment adopted by
the Group’s customers as the Sino-US trade dispute along with other
macroeconomic concerns have continued to impact on the global economy,
it nonetheless was able to achieve an increase in net profit. The positive
metric was attributable to the launch of new products, including 10T, Wi-Fi
and Bluetooth enabled smart-home appliances that were warmly received by
the market. As such products possess higher margins, they consequently
contributed to the encouraging performance of the operation. Also
contributing to an increase in the bottom line was effective client
management, whereby the Group was able to introduce price adjustments to
EMS-related products that were absorbed by its customers.
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Management Discussion and Analysis

EEENWR D

Securities and Other Assets Investment

The Securities and Other Assets Investment business has been making
steady progress, specifically in the PRC healthcare and medical sector which
the Group is committed to tapping in view of its tremendous opportunities.
Indicative of this commitment, segment revenue of HK$62.0 million (2018:
HK$29.6 million) was recorded for the Period, principally derived from the
sale of medical equipments in the PRC.

Geographical Analysis

Revenue from major European countries (the United Kingdom, Switzerland,
Poland and France) totalled HK$150.0 million (2018: HK$110.6 million), and
accounted for 43.0% of the Group’s total revenue for the Period (2018:
33.8%). The U.S.A. market contributed HK$38.8 million (2018: HK$79.4
million) in revenue and accounted for 11.1% of the Group’s total revenue
(2018: 24.3%). The PRC (including Hong Kong) and other countries
generated HK$102.2 million (2018: HK$73.8 million) and HK$58.0 million
(2018: HK$63.6 million) revenue respectively during the Period, representing
29.3% (2018: 22.5%) and 16.6% (2018: 19.4%) of the Group’s total revenue.

FINANCIAL HIGHLIGHTS

Revenue

For the period ended 30 June 2019, the Group recorded total revenue of
HK$349.0 million (2018: HK$327.4 million).

Cost of sales
Cost of sales increased by 8.0% from HK$261.4 million in 2018 to HK$282.2
million in 2019 mainly corresponded to the level of revenue of the Period.

Gross Profit

Gross profit slightly increased by 1.2% from HK$66.0 million in 2018 to
HK$66.8 million in 2019, while the gross profit margin gently decreased from
20.2% in 2018 to 19.1% in 2019 maintaining at a stable level between these
two periods.
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Management Discussion and Analysis

EEENWR D

Other income

Other income increased by HK$0.8 million to HK$9.2 million for the current
period (2018: HK$8.4 million). The major components of the other income
are exchange gain, interest income on loans to employees and other parties
and compensation from the vendor in relation to defective products,
amounting to HK$1.9 million, HK$3.5 million and HK$1.2 million,
respectively.

Selling and distribution expenses

Selling and distribution expenses of HK$17.0 million (2018: HK$18.2 million)
accounted for approximately 4.9% in 2019 and 5.6% in 2018 of the Group’s
revenue respectively.

Administrative expenses

Administrative expense of HK$78.1 million (2018: HK$91.6 million) accounted
for approximately 22.4% in 2019 and 28.0% in 2018 of the Group’s revenue
respectively. The decrease in administrative expenses was mainly due to the
reduction in staff costs and directors’ remuneration of HK$14.0 million,
decrease in consultancy fee of HK$2.6 million, decrease in entertainment of
HK$2.0 million and decrease in legal and professional fees of HK$2.0 million,
being offset by the net increase in the depreciation of right-of-use assets and
operating lease charges of HK$6.7 million.

Other operating expenses

Other operating expenses increased by HK$14.0 million from HK$14.0
million in 2018 to HK$28.0 million in 2019. The increase in other operating
expenses was mainly arising from the recognition of provision for expected
credit loss on loans to other parties by HK$17.4 million, being offset by the
decrease in research and development expenditures and provision for bad
debts of HK$2.0 million and HK$1.6 million respectively.

Finance costs

The Group’s finance costs is HK$4.2 million in 2019 and HK$2.4 million in
2018, represented 1.2% and 0.7% of the revenue in 2019 and 2018
respectively. The increase in finance costs during the period was mainly due
to the initial application of HKFRS 16, leading to the charge of interest on
lease liabilities, amounting to HK$2.0 million.
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Management Discussion and Analysis

BEENWR D

Income tax expenses

The Group’s income tax expense represents amounts of income tax paid by
the Group, at the applicable tax rate in accordance with the relevant laws
and regulations in Hong Kong, the PRC and U.S.A.

The Group’s effective income tax rates for the periods ended 30 June 2019
and 2018, was approximately -6.3% and -1.5% respectively.

Loss for the period attributable to owners of the Company
The loss attributed to owners of the Company was HK$56.2 million for the
period ended 30 June 2019 (2018: HK$52.3 million). The Group’s net loss
margin attributable to owners of the Company for the period ended 30 June
2019 was -16.1% (2018: -16.0%).

Profit/(loss) for the period attributable to non-controlling
interests

The profit attributable to non-controlling interests amounted to HK$1.6
million for the period ended 30 June 2019 (2018: loss attributable to non-
controlling interests HK$0.3 million).

LIQUIDITY AND FINANCIAL RESOURCES
The Group generally finances its operations and capital expenditure by
internally generated cashflows and borrowings.

The Group’s current ratio remains in a healthy position at 2.06 times (2018:
2.15 times). As at 30 June 2019, the cash and cash equivalents amounted
to HK$375.3 million, representing an increase of approximately HK$35.2
million from 31 December 2018. During the six months ended 30 June 2019,
HK$13.8 million was generated from the operating activities, whilst HK$38.1
million was generated from investing activities and HK$16.8 million was used
in financing activities.
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EEENWR D

As at 30 June 2019, the carrying amounts of the loans from related
companies and loan from an independent third party are HK$20.2 million
and HK$20.0 million, respectively.

CAPITAL STRUCTURE

As at 30 June 2019, the total number of issued shares of the Company is
5,945,311,400 shares with a nominal value of HK$0.001 each.

EXCHANGE RISK EXPOSURE

The majority of the Group’s sales and purchases are denominated in US
dollars, RMB and Euro. Due to the fact that the Hong Kong dollar is pegged
to the US dollars, the Group’s exposure to this foreign exchange risk is low.
The RMB is not freely convertible into other foreign currencies and conversion
of the RMB into foreign currencies is subject to rules and regulations of
foreign exchange control promulgated by the PRC government. As at 30
June 2019, the Group does not have a foreign currency hedging policy in
respect of its foreign currency assets and liabilities. The Group had no
investment in any financial derivatives, foreign exchange contracts, interest or
currency swaps, hedging or other financial arrangement for hedging purpose
to reduce any currency risk nor made any over-the-counter contingent
forward transactions. The Group will closely monitor its foreign currency
exposure and will consider using hedging instruments in respect of significant
foreign currency exposure as and when appropriate.

CAPITAL EXPENDITURE AND COMMITMENTS

Capital expenditure for the period ended 30 June 2019 amounted to
approximately HK$2.2 million and the capital commitments as at 30 June
2019 amounted to approximately HK$0.3 million. Both the capital
expenditure and capital commitments were mainly related to the acquisition
of plant and machinery and leasehold improvements to cope with the
requirement of the EMS operation.
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BEENWR D

CONTINGENT LIABILITIES

M

As at 30 June 2019 and 31 December 2018, the Group had an
outstanding guarantee (“the Guarantee”) to one of the suppliers of an
overseas subsidiary (“Disposed Subsidiary”), which was disposed on 7
October 2015, for payment in relation to a sum of USD2.6 million
(equivalent to approximately HK$20.3 million) representing a trade
balance under dispute between the Disposed Subsidiary and the
supplier. The supplier subsequently sold the trade balance to a third

party.

During 2018, the Disposed Subsidiary had agreed with the third party
for a final settlement by instalment of USD650,000 (equivalent to
approximately HK$5.1 million). In this regards, as at 30 June 2019 and
31 December 2018, the Group had an outstanding guarantee of the
sum limited to USD650,000 subject to the full payment of the final
settlement effected by the Disposed Subsidiary.

The Disposed Subsidiary had issued counter guarantee to the
Company to indemnify the Company for any loss in relation to the
Guarantee.

During 2018, a lawsuit was lodged against a subsidiary of the
Company, Guangzhou Telefield Limited. The plaintiff seeks
compensation of approximately RMB1 million. Having sought legal
advices, the directors are of the view that the above compensation
shall be disclosed as contingent liabilities.

Apart from the above, the Group and the Company did not have any

significant contingent liabilities.
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BEEENWR D

PLEDGE OF ASSETS

As at 30 June 2019, bank deposits of approximately HK$1.3 million were
pledged to a bank for securing banking facilities such as corporate credit
card and general bank account services and also certain shares of
subsidiaries have been pledged to an independent third party to secure a
loan facility available to the Group.

SIGNIFICANT INVESTMENTS

As at 30 June 2019, the Group was holding listed equity investments at a fair
value of approximately HK$3.7 million, which were classified as financial
assets at fair value through other comprehensive income. Due to the
movements of the share prices, net fair value change in respect of such
investments of approximately HK$9.5 million was recorded in other
comprehensive income. Apart from the change in fair value, the balance of
the equity investments decreased significantly due to disposal of certain
equity investments during the period ended 30 June 2019.

During the period under review, save as disclosed above, there was no other
material acquisition, disposal or investment by the Group that should be
notified to the shareholders of the Company.

USE OF PROCEEDS FROM SUBSCRIPTION

On 13 October 2017, the Group entered into share subscription agreement
(“Subscription Agreement”) with Keywan Global Limited (“Keywan”). All
conditions precedent of the Subscription Agreement have been fulfiled and
completion took place on 1 November 2017. Pursuant to the Subscription
Agreement, an aggregate of 990,000,000 shares of the Company were
allotted and issued to Keywan at a subscription price of HK$0.3 per share.
The net proceeds received by the Group was approximately HK$297 million.
Upon completion of the share subscriptions, Keywan has 16.65%
shareholding in the Company. The intended use of the net proceeds from
the Subscription was to finance the proposed acquisition of a polyurethane
condom business (the “Proposed Acquisition”) as detailed in the circular
dated 15 February 2018 and/or the general working capital of the Group. As
at 30 June 2019, the Proposed Acquisition did not materialise.

As at the date of 2018 Annual Report, approximately HK$159 million was
used as the Group’s general working capital, of which approximately 39% for
staff costs, 27% for office rental and management fee and 34% for other
administrative and operating expenses.
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Up to 30 June 2019, additionally approximately HK$12 million was used as
the Group’s general working capital, of which approximately 48% for staff
costs, 41% for office rental and management fee and 11% for other
administrative and operating expenses.

As at 30 June 2019, the Group plans to use the remaining unutilised net
proceeds of approximately HK$126 million as the Group’s general working
capital, of which approximately 40% for staff costs, 29% for office rental and
management fee and 31% for other administrative and operating expenses.
The remaining unutilised net proceeds is estimated to be fully utilised in the
next 12 months.

HUMAN RESOURCES

As at 30 June 2019, the Group had approximately 1,500 employees in
various operating units in Hong Kong, U.S.A, and the PRC. In order to attract
and retain high quality talents to ensure smooth operation and cater for the
Group’s constant expansion, it offers competitive remuneration packages,
with reference to market conditions and individual qualifications and
experience.

There is no outstanding share option as at 30 June 2019 and 31 December
2018. In addition, no share option was granted, cancelled or lapsed during
the six months ended 30 June 2019.

PROSPECTS

In respect of the EMS and Distribution of Communication Products
businesses, the Group will seek to bolster ties with its business partners in
order to seize new opportunities, as well as to work together in overcoming
whatever challenges that may arise. In the case of the EMS business in
particular, the Group will direct still greater effort towards the research and
development of loT, Wi-Fi and Bluetooth enabled products.

With regard to the Securities and Other Assets Investment operation, the
Group will continue to look for business opportunities that can further
enhance the Group’s growth and facilitate value creation for its investors.

Though the global business climate is becoming increasingly unpredictable,
with downside risk a growing concern, the Group remains cautiously
optimistic about its fortunes in the longer term due to the strategies in place
for bolstering its existing operations, while at the same time expanding its
business influence. Such an outlook is reflected in the proposed change of
Company name to “Link-Asia International Co. Ltd.” and its Chinese
equivalent “3x 25 BB E 2 HPR A A ”. The Group trusts that the changes will
raise awareness of its business nature and direction, both of which will be
driving its development well into the future.
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CORPORATE GOVERNANCE

The Directors are of the opinion that the Company has complied with the
code provisions set out in the Corporate Governance Code (the “Code”)
under Appendix 14 of the Listing Rules on the Stock Exchange throughout
the six months ended 30 June 2019, except for the deviation from code
provision A.2.1 of the Code as described below.

Code Provision A.2.1

Under code provision A.2.1 of the Code, the roles of chairman and chief
executive officer should be separated and should not be performed by the
same individual. The Company does not have any officer with the title of
“chief executive officer” and this is deviated from the code provision A.2.1 of
the Code.

Mr. Lin Darren, who acts as the Chairman and an executive Director of the
Company, is also responsible for overseeing the general operations of the
Group. The Board will meet regularly to consider major matters affecting the
operations of the Group. The Board considers that this structure will not
impair the balance of power and authority between the Board and the
management of the Group. The roles of the respective executive directors
and senior management, who are in charge of different functions
complement the role of the chairman and chief executive officer. The Board
believes that this structure is conducive to strong and consistent leadership
enabling the Group to operate efficiently.

The Company understands the importance to comply with the code
provision A.2.1 and will continue to consider the feasibility to comply with the
said code provision. If compliance with the said provision is determined,
appropriate persons will be nominated to assume the different roles of
chairman and chief executive officer.

Non-Compliance with Rule 3.10 and Rule 3.21 of the
Listing Rules

Pursuant to Rule 3.10 and Rule 3.21 of the Listing Rules, every board of
directors of a listed issuer must include at least three independent non-
executive directors and the audit committee must comprise a minimum of
three members. Following the resignation of Mr. Wong Chun Hung as
independent non-executive director and Chairman of the audit committee of
the Company with effect from 12 August 2019, the number of independent
non-executive director fell below the minimum number of three as required
under Rule 3.10(1) of the Listing Rules, and the number of the audit
committee of the Company fell below the minimum number prescribed under
Rule 3.21 of the Listing Rules and the Board also no longer had an
independent non-executive director with the appropriate professional
qualifications or accounting or related financial management expertise as
required under Rule 3.10(2) of the Listing Rules, or an audit committee
member as required under Rule 3.21 of the Listing Rules who meet the same
requirements as Rule 3.10(2) of the Listing Rules. The Company will take all
necessary measures to comply with the Rule 3.10 and Rule 3.21 of the
Listing Rules.
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MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers as set out in Appendix 10 of the Listing Rules (the
“Model Code”) as the required standard for securities transactions by
Directors. The Company has made specific enquiries of all Directors and all
Directors confirmed that they have complied with the required standards set
out in the Model Code and its code of conduct regarding Directors’ securities
transactions throughout the six months ended 30 June 2019 and up to the
date of this interim report.

AUDIT COMMITTEE AND REVIEW OF INTERIM RESULTS
The audit committee of the Board (“Audit Committee”) currently has two
members comprising Mr. Bao Jingiao and Mr. Leung Pok Man, all being
independent non-executive Directors.

The primary duties of the Audit Committee are mainly to review and supervise
the financial reporting process and internal control system of the Group. A
copy of the written terms of reference which describes the authority and
duties of the Audit Committee has been posted to the Company’s website
and the Hong Kong Exchanges and Clearing Limited’s website.

The Audit Committee held two meetings during the reporting period. The
Audit Committee of the Company has reviewed jointly with the management
of the Company the accounting principles and practices adopted by the
Group and discussed the auditing, internal control and financial reporting
matters.

On 30 August 2019, the Audit Committee met to review the unaudited Group
financial statements for the reporting period in conjunction with the
Company’s external auditor and senior management before recommending
them to the Board for consideration and approval. The Audit Committee was
of the opinion that the preparation of such results complied with the
applicable accounting standards and requirements and that adequate
disclosures have been made.
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OTHER INFORMATION

Interim Dividend

The Board does not recommend the payment of interim dividend for the
Period.

Purchase, Sale or Redemption of Listed Shares

Neither the Company nor any of its subsidiaries has purchased, sold or
redeemed any of the Company’s listed securities during the six months
ended 30 June 2019.

Share Option Scheme

As to attract and retain the eligible persons, to provide additional incentive to
them and to promote the success of the business of the Group, the
Company conditionally adopted a share option scheme (the “Scheme”) on
31 December 2010 whereby the Board are authorised, at their absolute
discretion and subject to the terms of the Scheme, to grant options to
subscribe for the shares of the Company (the “Shares”) to, inter alia, any
employees (full-time or part-time), Directors, consultants, advisers,
distributors, contractors, suppliers, agents, customers, business partners or
service providers of the Group. The Scheme shall be valid and effective for a
period of ten years commencing from the date on which the Scheme was
adopted, subject to the early termination provisions contained in the
Scheme.

An offer for the grant of options must be accepted within seven days
inclusive of the day on which such offer was made. The amount payable by
the grantee of an option to the Company on acceptance of the offer for the
grant of an option is HK$1.00. The subscription price of a Share in respect of
any particular option granted under the Scheme shall be a price solely
determined by the Board and notified to a participant and shall be at least
the highest of: (i) the closing price of the Shares as stated in the Stock
Exchange’s daily quotations sheet on the date of grant of the option; (i) the
average of the closing prices of the Shares as stated in the Stock Exchange’s
daily quotations sheets for the 5 trading days immediately preceding the date
of grant of the option; and (i) the nominal value of a Share on the date of
grant of the option provided always that for the purpose of calculating the
subscription price, where the Company has been listed on the Stock
Exchange for less than 5 trading days, the issue price shall be used as the
closing price for any trading day fall within the period before the Listing Date.
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The Company shall be entitled to issue options, provided that the total
number of shares which may be issued upon exercise of all options to be
granted under the Scheme does not exceed 10% of the shares in issue from
the Listing Date. The Company may at any time refresh such limit, subject to
the shareholders’ approval and issue of a circular in compliance with the
Listing Rules, provided that the total number of shares which may be issued
upon exercise of all outstanding options granted and yet to be exercised
under all the share option schemes of the Company does not exceed 30% of
the shares in issue at the time. An option may be exercised in accordance
with the terms of the Scheme at any time during a period as the Board may
determine which shall not exceed ten years from the date of grant subject to
the provisions of early termination thereof.

There is no outstanding share option as at 30 June 2019 and 31 December
2018. In addition, no share option was granted, cancelled or lapsed during
the six months ended 30 June 2019.

Interests and Short Positions of the Directors and Chief
Executives in Shares, Underlying Shares and Debentures
of the Company and Its Associated Corporations

As at 30 June 2019, no interests or short positions in the shares, underlying
shares and debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the Securities and Futures Ordinance
(“SFO”)) were held by the Directors and chief executives of the Company
which are required (i) to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and
short positions which were taken or deemed to have under such provisions
of the SFO); (ii) pursuant to section 352 of the part XV of the SFO, to be
entered in the register referred to therein; or (iii) pursuant to the Model Code
for Securities Transactions by Directors of the Company contained in the
Listing Rules to be notified to the Company and the Stock Exchange.

As at 30 June 2019, none of the Director is a director or employee of a
company which has an interest or a short position in the shares of the
Company which would fall to be disclosed to the Company under the
provisions of Divisions 2 and 3 of Part XV of the SFO.
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INTEREST AND/OR SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS OF THE COMPANY IN
THE SHARES AND UNDERLYING SHARES

As at 30 June 2019, the register of substantial shareholders maintained by
the Company pursuant to Section 336 of Part XV of the SFO shows the
following shareholders had notified the Company of relevant interests, being

ARAEERRRRG RAQBEKR G 2 #
BmREKRE

RZZ-NFRA=TH RRBEESFLRAEK
PIEXVEIE BB RARAAFEZ T ERRE
M ATRCE: - TOIRRE S AR EHBEER

5% or more of the issued share capital of the Company.

(BMEAR R B D BITRAS% RIAL) -

Percentage of
issued Share

Number of Long or Capital of the
Name Capacity shares held short position Company
HAERAE BT
£ &4 FEROBE HFRIKXE RAEBDL
Power Port Holdings Limited Beneficial Owner 1,5616,340,000 Long 25.50%
(“Power Port”) (Note 1) EmEBA [S=)
Power Port Holdings Limited
(TPower Port]) (HfsE 1)
Mr. Yang Zhihui (“Mr. Yang”) (Note 1) Held by controlled 1,5616,340,000 Long 25.50%
MBS (TEED(HEET) corporation ey =)
BB EERE
Ms. Xu Ning (“Ms. Xu”) (Note 2) Interest of spouse 1,5616,340,000 Long 25.50%
Rt ((Rat)(Mat2) fo B e
Keywan Global Limited (Note 3) Beneficial Owner 990,000,000  Long 16.65%
Keywan Global Limited (#17# 3) EnlEEA S
Mr. He Xiaoming (Note 3) Held by controlled 990,000,000  Long 16.65%
AIKRRE A& (B77E3) corporation e
X EHEERE
Mr. Cao Longbing (Note 4) Beneficial Owner 727,160,000  Long 12.23%
B KA (fat4) BB A o=}
Hearts Capital (Asia) Limited (Note 4) Held by controlled 718,600,000 Long 12.09%
Hearts Capital (Asia) Limited (ff5+4) corporation 5]
BRI EERE
Hearts Capital SPC — Hearts SP2 (Note 4) Beneficial Owner 718,600,000 Long 12.09%
Hearts Capital SPC — Hearts SP2 (ffit4)  Ezm#EA A e
Long Asia Asset Management (HK) Limited Investment manager 718,600,000 Long 12.09%
(“Long Asia”) (Note 4) WE LR [S=)

RLEEERE (FB)ERQT
(T&ED(HfaE4)
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1,5616,340,000 ordinary shares are held by Power Port, a company incorporated in the
British Virgin Islands whose entire issued share capital is held by Mr. Yang.

Ms. Xu is the spouse of Mr. Yang. Under the SFO, Ms. Xu is deemed to be interested in the
same number of Shares in which Mr. Yang is interested.

990,000,000 ordinary shares are held by Keywan Global Limited, a company incorporated
in the British Virgin Islands whose entire issued share capital is held by Mr. He Xiaoming.

Long Asia is the investment manager of Hearts Capital SPC — Hearts SP2 and is therefore
deemed to be interested in the shares owned by Hearts Capital SPC — Hearts SP2 under
the SFO. 718,600,000 ordinary shares are held by Hearts Capital SPC — Hearts SP2, a
company incorporated in Cayman Islands whose entire issued share capital is held by
Hearts Capital (Asia) Limited, which in turn is 70% controlled by Mr. Cao Longbing who is
also interested in 8,560,000 ordinary shares.

Competing Interests

During the six months ended 30 June 2019, none of the Directors or
controlling shareholders of the Company nor their respective associates is
considered to have interests in a business that competes or is likely to
compete, either directly or indirectly, with the businesses of the Group other
than those businesses where the Directors have been appointed or were
appointed as directors to represent the interests of the Company.
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THREANIELHERAZAREE RO THEE

5o
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Independent Review Report
BYERBRSE

TO THE BOARD OF DIRECTORS OF
CHINA HEALTHCARE ENTERPRISE GROUP LIMITED
(Incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the interim financial information set out on pages 20 to 51
which comprises the condensed consolidated statement of financial position
of the Company as at 30 June 2019 and the related condensed consolidated
statement of profit or loss, condensed consolidated statement of profit or
loss and other comprehensive income, condensed consolidated statement
of changes in equity and condensed consolidated statement of cash flows
for the six-month period then ended, and a summary of significant
accounting policies and other explanatory notes. The Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited require
the preparation of a report on interim financial information to be in
compliance with the relevant provisions thereof and Hong Kong Accounting
Standard 34 “Interim Financial Reporting” (“HKAS 34”) issued by the Hong
Kong Institute of Certified Public Accountants (the “HKICPA”). The directors
are responsible for the preparation and presentation of this interim financial
information in accordance with HKAS 34. Our responsibility is to express a
conclusion on this interim financial information based on our review and to
report our conclusion solely to you, as a body, in accordance with our
agreed terms of engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the contents
of this report.

SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard on
Review Engagements 2410 “Review of Interim Financial Information
Performed by the Independent Auditor of the Entity” issued by the HKICPA.
A review of interim financial information consists of making inquires, primarily
of persons responsible for financial and accounting matters, and applying
analytical and other review procedures. A review is substantially less in scope
than an audit conducted in accordance with Hong Kong Standards on
Auditing and consequently does not enable us to obtain assurance that we
would become aware of all significant matters that might be identified in an
audit. Accordingly, we do not express an audit opinion.
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Independent Review Report
BYERBRSE

CONCLUSION iEm
Based on our review, nothing has come to our attention that causes us to BERMNEBER BT ERBFNSEEDN
believe that the interim financial information is not prepared, in all material SRPIMETRHUMBEREEMENTEREGRE

respects, in accordance with HKAS 34. BEBSEREMRER
RSM Hong Kong EREETRERAR

Certified Public Accountants HEDEAT

Hong Kong B

30 August 2019 —E-NAFNA=1+H
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Condensed Consolidated Statement of Profit or Loss
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For the six months ended 30 June 2019 B E —Z— A& /NA=+HI/NEA

Six months ended 30 June

BEAA=THLAER

2019 2018
—B-hE  —E-NE
Note HK$’000 HK$'000
B et FHT FHET
(unaudited) (unaudited)
(REER) (REEEZ)
Revenue WA 4 348,976 327,393
Cost of sales HERA (282,154) (261,404)
Gross profit EF 66,822 65,989
Other income Hib g A 5 9,175 8,363
Selling and distribution expenses HE LD HEAY (17,003) (18,233)
Administrative expenses THER (78,131) (91,555)
Other operating expenses EmgasdH (28,015) (13,998)
Loss from operations BEER (47,152) (49,434)
Finance costs EhE A 6 (4,158) (2,352)
Loss before tax BRBATEE (51,310) (561,786)
Income tax expense FrigfiF sz (3,229) (796)
Loss for the period HRAEE 8 (54,539) (62,582)
Attributable to: U &5 A
Owners of the Company KATHEBA (56,169) (52,282)
Non-controlling interests JEFEAR = 1,630 (300)
(54,539) (52,582)
Loss per share BREER
Basic (cents per share) AR (FRAENW) 10 (0.945) (0.879)
Diluted (cents per share) #5E (FRBL) N/A REA N/A 73
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Condensed Consolidated Statement of Profit or Loss and
Other Comprehensive Income

BRGREERER

For the six months ended 30 June 2019 = — =

Hitt 2 HE WS R

—hFEANA=TRHLEAREA

Six months ended 30 June

BEAA=THLAER

2019 2018
—E-hIF —E-)N\F
HK$’000 HK$'000
FHxT FHET
(unaudited) (unaudited)
(REER) (CREg&#EZ)
Loss for the period HAEE (54,539) (62,582
Other comprehensive income for the period, HREMEERE - NBRBIE
net of tax
Item that will not be reclassified to profit or loss: BT SEH S EEEmmIER
Fair value change of equity investments at fair value }E’Rifﬁd‘)\ﬁﬁﬁiﬁﬂﬁm
through other comprehensive income (“FVTOCI”) ([EAFEFAHEMEERE])
KM B E A EEE) 9,478 (13,040)
Item that will be reclassified to profit or loss: BEFDEEBmmIEE -
Exchange differences on translating foreign operations Tﬁ#/’ﬂ\%i"%z e H Z7E 515 153
9,993 (12,887)
Total comprehensive income for the period HAZERESEEE (44,546) (65,469)
Attributable to: & F S
Owners of the Company FiN/NEIETZ SN (46,399) (65,133)
Non-controlling interests FEERR 1,853 (336)
(44,546) (65,469)
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Condensed Consolidated Statement of Financial Position

BRSSP BRI R

As at 30 June 2019 R=—Z—HFENA=+H

30 June 31 December
2019 2018
—E-hEF —E-N\F
ANA=+H +ZA=+—H
Note HK$’000 HK$'000
btaE FET FHIT
(unaudited) (audited)
(REEZ) (fe&#iz)
ASSETS BE
Non-current assets FREBEE
Property, plant and equipment ME - WEKREE 11 43,274 51,904
Right-of-use assets FHEEE 12 62,069 -
Investment properties WEYE 30,000 30,000
Prepaid lease payments TER T E R IE - 1,288
Goodwill B 18,814 18,814
Rental deposits Heke 10,991 10,894
Loans to employees and other parties mAEENEMATER 15 47,200 44,797
Equity investments at FVTOCI BAFEFGTAEMEERED
PR E 16 - 21,859
Deferred tax assets R IEE = 1,938 1,938
Total non-current assets FRBEEELAE 214,286 181,494
Current assets REEE
Inventories FE 96,034 113,962
Trade receivables BUNE ZER R 13 162,705 155,761
Prepayments, deposits, other receivables FERIE - &e - HaEEIE
and other assets REMEE 14 20,457 85,039
Loans to employees and other parties mEEMEMATER 15 16,672 30,631
Loan to a non-controlling shareholder of A — BB AR — & FEIERR
a subsidiary fRERE X 7,149 1,731
Amounts due from a related company e —FEIREE R B 58 1,272 1,274
Equity investments at FVTOCI BAFEGSTAREMEEBES
PR E 16 3,670 5,328
Current tax assets BEAfRIB & = 1,009 183
Pledged bank deposits EEIPRITIFR 17() 1,250 1,250
Bank and cash balances IRITRIR S &% 17(i) 382,230 354,209
Total current assets REBEELE 692,448 749,368
TOTAL ASSETS EEHAE 906,734 930,862
EQUITY AND LIABILITIES EZRAaE
Equity attributable to owners of the Company N2 &1#EH A (G s
Share capital P& X 20 5,945 5,945
Reserves = 520,460 566,859
526,405 572,804
Non-controlling interests IEER R o 11,881 10,028
Total equity EEEE 538,286 582,832
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Condensed Consolidated Statement of Financial Position

BASRE BRI R

As at 30 June 2019 R=—Z—HFENA=+H

30 June 31 December
2019 2018
—E-NF —E2-N\F
ANA=1+H +ZA=+—H
Note HK$’000 HK$’000
it FET FET
(unaudited) (audited)
(REEEX) (%)
LIABILITIES =N
Non-current liabilities kRBERE
Lease liabilities MHEaE 31,628 -
Total non-current liabilities kRBEEAE 31,628 -
Current liabilities REBEE
Trade payables B SRR 18 64,617 76,474
Accruals and other payables TEIRE R KA ERFRIE 186,901 215,463
Lease liabilities HEARE 29,392 -
Borrowings BE 19 40,233 40,267
License rights payable SRR 3,953 4,108
Product warranty provisions =R AR E 2,104 2,498
Current tax liabilities BV B R & 9,620 9,220
Total current liabilities nBEEEE 336,820 348,030
Total liabilities BEHEE 368,448 348,030
TOTAL EQUITY AND LIABILITIES EEkEEAE 906,734 930,862

Approved by the Board of Directors on 30 August 2019 and are signed on

its behalf by:

Lin Darren

MRACEE
Director

EE

EEgRN _T-AFN\A=THHELHTIIA

TRAEEE
Li Wuhao
£
Director
o
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Condensed Consolidated Statement of Changes in Equity
fAGE RS TR

For the six months ended 30 June 2019 & E —ZT— NF XA =+HIEXEA
Unaudited
AEER
Attributable to owners of the Company
ARARE AR
Foreign Equity Retained
Share Share currency Property Investments profits / Non-
capital premium Merger  translation  revaluation Contributed ~ Statutory Capital ~ atFVTOCI Capital (Accumulated controlling Total
account reserve reserve reserve surplus reserve reserve reserve  contribution losses) Total interests equity
RATE
AR
B ROEEE  AfBE  ENRE  EMBR  AABR  iERRE  E58K et g FBREE  EREE
HK$000 HK$000 HK$ 000 HK$ 000 HK$ 000 HKS'000 HK$'000 HK$ 000 HK$ 000 HK$ 000 HK$ 00 HK$ 000 HK$ 000 HK$ 000
T T TiEn FiEn FiEn FiEn FiEL Fin Fin T FiEn T T T
At 1 January 2018 (audited) RZF-\§-A-B
(mEH) 5,945 603,750 3 13,465 24,97 18,298 2502 3836 - 11,280 31,999 654,545 (543) 654,002
Adjustments on inital application of -~ 15T & AR iR 28
— HKFRS 9 £9%MAZ - - - - - - - - (28,145) - 26424 (1,721) - (1,721)
At1 January 2018 frestated) R=F-\§-A-H
(mEF) 5,945 603,750 3 13,465 24,297 18,298 2502 3836 (28,145) 11,280 (5,575) 652,824 (543) 652,281
Total comprehensive income BRrENEEE
for the period - - - 189 - - - - (13,040) - (62,262) 65,133) (336) (65,469)
Chengesin equity for the period ~ BMIEREE) - - - 189 - - - - (13,040) - (52,262) (65,133) (336) (65,469)
At30 June 2018 RZE-J\ERA=TR 5945 603,750 3 13,654 24,97 18,298 2502 3836 (41,185) 11,280 (57,857) 587,691 879 586,812
At31 December 2018 (audied) ~ H=F-N\%
TZAZT-R(EER) 5,945 603,750 317 13,953 - 18,208 2,502 4,275 (53,861) 11,280 (36,509) 572,804 10,028 562,832
Total comprehensive income BREENEER
for the period - - - 22 - - - - 9478 - (56,169) (46,399) 1,853 (44,546)
Disposal of equity investmentsat ~ (HERATFE AL
FVTOC (rote 16) SENENRERE
(At 16) - - - - - - - -1 - 0% - - -
Changes inequity ortheperiod ~~ 1EHEE) - - - 22 - - - - 17,428 - (64119 (46,3%9) 1,853 44,546)
At 30 June 2019 RZE-NERA=TR 5,945 603,750 317 14245 - 18,298 2,502 4,215 (36,433) 11,280 (100,628) 526,405 11,881 538,286

24 China Healthcare Enterprise Group Limited  #E E {# BT S BB R A A)



Condensed Consolidated Statement of Cash Flows

G EEERER

For the six months ended 30 June 2019 &&= ==

—hFEANA=TRHLEAEA

Six months ended 30 June

BEAA=THLAER

2019 2018
—E-NEF —N\%F
HK$’000 HK$’000
FHExT THBIT
(unaudited) (unaudited)
(REER) (CREg&#EZ)
NET CASH GENERATED FROM/(USED IN) REEEME (A BLFE
OPERATING ACTIVITIES 13,772 (86,920)
Interest received AN 118 330
Loans to employees and other parties MEEREMATER - (72,106)
Repayment from loans to employees and MEEREMATERNER
other parties - 93,062
Proceeds from disposal of property, HEYE  BE MREBEIIE
plant and equipment - 142
Purchase of property, plant and equipment BEYE  BELEE (2,238) (7,562)
Proceeds from disposal of equity investments HEEAFEGS ALt E R
at FVTOCI KR FEIR B P15 3R 32,995 =
Purchase of equity investments at FVTOCI BERATEFAHMER
Wes R R & = (40,944)
Decrease/(increase) in cash in margin account of EQ,%%E RIRBRRFPZH®
brokerage firm w3 hn) 7,177 (14,056)
Decrease in pledged bank deposits ETEH‘? RITF SR - 600
Decrease in prepaid lease payments A HEERIBER L - 386
NET CASH GENERATED FROM/(USED IN) BEETHME (A BR$ESE
INVESTING ACTIVITIES 38,052 (40,148)
Payment of lease liabilities TN EAE (16,838) -
NET CASH USED IN FINANCING ACTIVITIES @& EZBMARS EHE (16,838) -
NET INCREASE/(DECREASE) IN CASH RERBESZEYEN (RD)
AND CASH EQUIVALENTS R 34,986 (127,068)
CASH AND CASH EQUIVALENTS HNRERASEEY
AT BEGINNING OF PERIOD 340,150 479,379
Effect of foreign exchange rate changes [EREFTE 212 (406)
CASH AND CASH EQUIVALENTS HRASRASEZEY
AT END OF PERIOD 375,348 352,265
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Notes to the Condensed Financial Statements

RSB B 7S SR R Y e

For the six months ended 30 June 2019 i Z —E— A FNA=+HIFXEA

26

BASIS OF PREPARATION

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

These condensed financial statements should be read in conjunction
with the 2018 annual financial statements. The accounting policies
(including the significant judgements made by management in applying
the Group’s accounting policies and the key sources of estimation
uncertainty) and methods of computation used in the preparation of
these condensed financial statements are consistent with those used
in the annual financial statements for the year ended 31 December
2018 except as stated below.

ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS

In the current period, the Group has adopted all the new and revised
Hong Kong Financial Reporting Standards (“HKFRSs”) issued by the
HKICPA that are relevant to its operations and effective for its
accounting year beginning on 1 January 2019. HKFRSs comprise
Hong Kong Financial Reporting Standards (“HKFRS”); Hong Kong
Accounting Standards (“HKAS”) and Interpretations. The Group has
not early adopted any other standard, interpretation or amendment
that has been issued but is not yet effective.

The Group has initially adopted HKFRS 16 Leases from 1 January
2019. A number of other new standards are effective from 1 January
2019 but they do not have a material effect on the Group’s condensed
financial statements.

HKFRS 16 Leases

HKFRS 16 supersedes HKAS 17 Leases, HK(IFRIC) 4 Determining
whether an Arrangement contains a Lease, HK(SIC)-15 Operating
Leases-Incentives and HK(SIC)-27 Evaluating the Substance of
Transactions Involving the Legal Form of a Lease. HKFRS 16
introduced a single, on-balance sheet accounting model for lessees.
As a result, the Group, as a lessee, has recognised right-of-use assets
representing its rights to use the underlying assets and lease liabilities
representing its obligation to make lease payments.

China Healthcare Enterprise Group Limited EE {2 REXKEFR AR
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Notes to the Condensed Financial Statements

257 B B %5 R B B

For the six months ended 30 June 2019 i Z —ZE— A FNA=+HIFXEA

2. ADOPTION OF NEW AND REVISED HONG KONG

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

(a)

Definition of a lease

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

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

At inception or on reassessment of a contract that contains a
lease component, the Group allocates the consideration in the
contract to each lease and non-lease component on the basis of
their relative stand-alone prices. However, for leases of properties
in which it is a lessee, the Group has elected not to separate
non-lease components and will instead account for the lease and
non-lease components as a single lease component.

2.

RAFEI RIET B KREE
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BBV EBREERF16HFEE (@)
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WERRAFE 165 HP BRI
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BEY — BRANBRENEESHERE
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For the six months ended 30 June 2019 B E — T — NF/NA=+HI/NEA
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ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (CONTINUED)
HKFRS 16 Leases (Continued)
(b) As alessee

The Group leases many properties.

As a lessee, the Group previously classified leases as operating
or finance leases based on its assessment of whether the lease
transferred substantially all of the risks and rewards of ownership.
Under HKFRS 16, the Group recognises right-of-use assets and

lease liabilities for most leases.

However, the Group has elected not to recognise right-of-use
assets and lease liabilities for some leases of low-value assets
(e.g. IT equipment). The Group recognises the lease payments
associated with these leases as an expense on a straight-line

basis over the lease term.

The recognised right-of-use assets relate to the following types

2.

RAFEAI REETERMBREE

Al

\

-2
=)

BBV BRELEAE1657EE (50

(b)

EREBEA
REBEHEFZWE -

ERAMA - AEBSTAREBEESH
EREHABENEBATD Rk LE
BEBONE BHESBEREEH
EXRENE - RBEFEMHHRELE
165 AEBER KRS BEER
REABEENEEAR -

AW REEDEETHRIEEE
BEME (MERRERE) BRER
REENMMERE - AEEEHRHA
NERERRZEHERENRERN
IR RS

PR PR A B S THERI M8

of assets: =B
Balance as at
RUT BHz &8

30 June 1 January
2019 2019
—E-hF —E-hF
~A=1+H —H—H
HK$’000 HK$'000
FHET FHT
Properties L ES 60,479 75,813
Prepaid lease payments FERHEERIA 1,590 1,912
Total right-of-use assets EREEELR 62,069 77,725
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Notes to the Condensed Financial Statements
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For the six months ended 30 June 2019 i Z —ZE— A FNA=+HIFXEA

2. ADOPTION OF NEW AND REVISED HONG KONG 2.
FINANCIAL REPORTING STANDARDS (CONTINUED)

AT REIETE B EREE
Al (@)

HKFRS 16 Leases (Continued)

BBV BRELEAE1657EE (50

(b) As alessee (Continued) (b) EAREBAE)
Significant accounting policies FEEITHE

The Group recognises a right-of-use assets and a lease liability at
the lease commencement date. The right-of-use asset is initially
measured at cost, and subsequently at cost less any
accumulated depreciation and impairment losses, and adjusted
for certain remeasurements of the lease liability.

The lease liability is initially measured at the present value of the
lease payments that are not paid at the commencement date,
discounted using the interest rate implicit in the lease or, if that
rate cannot be readily determined, the Group’s incremental
borrowing rate. Generally, the Group uses its incremental
borrowing rate as the discount rate.

The lease liability is subsequently increased by the interest cost
on the lease liability and decreased by lease payment made. It is
remeasured when there is a change in future lease payments
arising from a change in an index or rate, a change in the
estimate of the amount expected to be payable under a residual
value guarantee, or as appropriate, changes in the assessment
of whether a purchase or extension option is reasonably certain
to be exercised or a termination option is reasonably certain not
to be exercised.

The Group has applied judgement to determine the lease term
for some lease contracts in which it is a lessee that include
renewal options. The assessment of whether the Group is
reasonably certain to exercise such options impacts the lease
term, which significantly affects the amount of lease liabilities and
right-of-use assets recognised.

AR EN RS B AR B
EREEARE - (EBHAE SRR
AR R R AR BT E
RAEARAE - TREER ENE
FEHHRIHDE -

HER BN RNFASGB AR
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Notes to the Condensed Financial Statements
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For the six months ended 30 June 2019 B E — T — NF/NA=+HI/NEA

2. ADOPTION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (CONTINUED)
HKFRS 16 Leases (Continued)

(b) As alessee (Continued)
Transition
Previously, the Group classified property leases as operating
leases under HKAS 17. These include offices and factory
premises. The leases typically run for a period of 3 to 10 years of
non-cancellable period.

At transition, for leases classified as operating leases under
HKAS 17, lease liabilities were measured at the present value of
the remaining lease payments, discounted at the Group’s
incremental borrowing rate as at 1 January 2019. Right-of-use
assets are measured at an amount equal to the lease liability,
adjusted by the amount of any prepaid or accrued lease
payments.

The Group used the following practical expedients when applying
HKFRS 16 to leases previously classified as operating leases
under HKAS 17.

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

—  Excluded initial direct costs from measuring the right-of-use
asset at the date of initial application.

— Used hindsight when determining the lease term if the
contract contains options to extend or terminate the lease.

30 China Healthcare Enterprise Group limited ZEEf#REESERRAD
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Notes to the Condensed Financial Statements
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For the six months ended 30 June 2019 B E — T — NEF/NA=+HI/NEA

ADOPTION OF NEW AND REVISED HONG KONG

FINANCIAL REPORTING STANDARDS (CONTINUED)
HKFRS 16 Leases (Continued)

(c)

Impacts of financial statements
Impact on transition

On transition to HKFRS 16, the Group recognised additional
right-of-use assets and additional lease liabilities, recognising the
difference in accumulated losses. The change in accounting
policy affected the following items on the condensed
consolidated statement of financial position (increase/(decrease))

as at 1 January 2019 is summarised below.

2.

RAFAT REETTERMBREE

(43
/EJJ (AE)

BBV BRELEAE1657EE (50

(c)

HUBHEERNTE
BEZE

RBEERERBRESEAE165
o ARECHEIBINEREEE
RESNBEERE  WHERRER
MZER - @t BRREFFTENTR
T—NEF—A—BHBRLES R
RRBHIAR (B, Oid)) - #at
s e

Under HKAS 17 Under HKFRS 16

BI%

BEABEET BREMBHRE

AR 175 AR 165

31 December 1 January

2018 2019

—E-N\F —E-NF

+—-A=+—8 —A—A8

HK$’000 HK$'000

FHET FHET
Assets EE

Right-of-use assets FREEE = 77,725

Prepaid lease payment (Non-current) TR HERIE GEmRE) 1,288 -

Prepaid lease payment (Current) TEfSHERIA (RE) 624 =
Liabilities aE

Lease liabilities HEaR = (75,813)
Equity s

Accumulated losses REtEsiE = -

Non-controlling interests FEE AR = = =
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Notes to the Condensed Financial Statements
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For the six months ended 30 June 2019 B E — T — NF/NA=+HI/NEA

2. ADOPTION OF NEW AND REVISED HONG KONG 2. RMFITIRBETEBMBERESE
FINANCIAL REPORTING STANDARDS (CONTINUED) Bl (&)
HKFRS 16 Leases (Continued) BB LA =€)
() Impacts of financial statements (Continued) (c) ¥]‘ﬂ\7f BRERNEZE (%E)
Impact on transition (Continued) BT E(4E)
When measuring lease liabilities for leases that were classified as I quEﬁi RICEHENHENHE
operating leases, the Group discounted lease payments using its BER  AEBRFERER_Z—IF

incremental borrowing rate at 1 January 2019. The weighted-

—A— EiEl’Ji

EREMXRAEEN

average rate applied is 6.11%.

K e FTE A IR 36.11%

1 January 2019

32

—h&E
—A—H
HK$'000
FHET
Operating lease commitment at 31 December 2018 RAEEGE W IERERATIFED
as disclosed in the Group’s consolidated —E-)\FF+ZA=+—H/
financial statements T E AR 90,411
Less: Recognition exemption for leases with less R AR RERR IRE R R 12 16 A
than 12 months of lease term at transition MHEE (7,811)
82,600
Discounted using the incremental borrowing rate RZE—hhEF—A—BERESEERN X
at 1 January 2019 EEIE (6,787)
Lease liabilities recognised as at 1 January 2019 R-_E—hE—A—BARRINHEEEE 75,813
Of which are: Hr -
Current lease liabilities nmEBHEaE 29,879
Non-current lease liabilities mEfiEat 45,934
75,813

Impacts for the period

As a result of initially applying HKFRS 16, in relation to the leases
that were previously classified as operating leases, the Group
recognised HK$62,069,000 of right-of-use assets and
HK$61,020,000 of lease liabilities as at 30 June 2019.

Also in relation to those leases under HKFRS 16, the Group has
recognised depreciation and finance costs, instead of operating
lease expense. During the six months ended 30 June 2019, the
Group recognised HK$15,656,000 of depreciation charges and
HK$2,045,000 of finance costs from these leases.

China Healthcare Enterprise Group limited ZEEf#REESERRAD
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For the six months ended 30 June 2019 i Z —ZE— A FNA=+HIFXEA

3.

FAIR VALUE MEASUREMENTS

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

Fair value is the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants
at the measurement date. The following disclosures of fair value
measurements use a fair value hierarchy that categorises into three
levels the inputs to valuation techniques used to measure fair value:

Level 1 inputs: quoted prices (unadjusted) in active markets for
identical assets or liabilities that the Group can
access at the measurement date.

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

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

The Group’s policy is to recognise transfers into and transfers out of
any of the three levels as of the date of the event or change in
circumstances that caused the transfer.

AT {E &
AEBNERZE R BN KA EHE
EreBARENEIEREZBMNAFE
R -

RHERTZ2EEZBNGAERERRF
RHpPHEEBEMGENERRBM A
ZBI%  REBERBUATAFESERRE
BEAFESE  EBBARGFERFERN
HERTNEBABRD S=BFN

E1EHAEN  ALERHEATRE
ZERAERAELE
ETRE R -

FOBBAEN - 1B R HEN
o REESABEE
KR RRIG L2 A
EH o

FOBHALN . BERABTIRRZ
BABE -

AEENERRAEEHERNEEXIEN

EHM A RRR-ESATENEARE
& o
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For the six months ended 30 June 2019 i Z —E— A FNA=+HIFXEA

3. FAIR VALUE MEASUREMENTS (CONTINUED) 3. AFEFTE®
(a) Disclosures of level in fair value hierarchy: (a) AFESHEBIEE
30 June 2019 Fair value measurements using:
“ZE-NAFEXA=TH ATEFEFANSS
Level 1 Level 2 Level 3 Total
F1E $2E HEIE #ct
HK$’000 HK$°000 HK$°000 HK$’000
THER TR TR FHER
(unaudited) (unaudited) (unaudited) (unaudited)
(REBER) (REBER) (REERK) (REER)
Recurring fair value measurements: EERATETE:
Investment properties RENE
Commercial units — Hong Kong HEEN - &S - 30,000 - 30,000
Financial assets EREE
Equity investments at FVTOCI BATESAEBE2EREN

(note 16) WRiERE (fist16)

— Equity securities listed in Hong Kong — REB LW ZRARS 3,670 = = 3,670
Total recurring fair value measurements EEHALEFEEE 3,670 30,000 - 33,670
31 December 2018 Fair value measurements using:
“Z-NF+=A=t—H AVEFEMANSE -

Level 1 Level 2 Level 3 Total
1B &2 %3 Bt
HK$'000 HK$'000 HK$'000 HK$'000
THET TR THx TR
(audited) (audited) (audited) (audited)
(8ER) (BER) (BER) (8E7)
Recurring fair value measurements: ERMAYETE:
Investment properties REME
Commercial units — Hong Kong BEEN — &8 = 30,000 = 30,000
Financial assets THEE
Equity investments at FVTOCI (note 16) BAFEFAEMEEKEN
WRERE (st 16)

— Equity securities listed in Hong Kong — RNEB LM REES 27,187 - - 27,187

Total recurring fair value measurements EEMALEFEEE 27,187 30,000 = 57,187

34 China Healthcare Enterprise Group limited #E B {#RAE B AR A A



Notes to the Condensed Financial Statements

257 B B %5 R B B

For the six months ended 30 June 2019 &&= ==

3.

—NERA=TBIEREA

Hong Kong
UREBNBEREEN

approach
TS ESE

During the two periods, there were no changes in valuation
techniques used. For commercial units located in Hong Kong, no
revaluation is required for the six months ended 30 June 2019,
as in the opinion of the management, the fair value of the
commercial units did not differ materially from its carrying
amount.

IS EE

FAIR VALUE MEASUREMENTS (CONTINUED) 3. AFEFTE®
(b) Disclosure of valuation process used by the (b) EBFREANGERR - &
Group and valuation techniques and inputs used BFEOEAFETEREAD
in fair value measurements: M AERHEE
The Group’s financial controller is responsible for the fair value AREBNMBEIEAEMIGEREE
measurements of financial assets and financial liabilities required TENSHEENSRABENAF
for financial reporting purposes, including level 3 fair value B2 (BREFEIBRATFEFE) - 8t
measurements. The financial controller reports directly to the BEERZELAFEFEEERNES
Board of Directors for these fair value measurements. ZER PBTERETSE EEQ‘
Discussions of valuation processes and results are held between MR A EhEREF RER
the financial controller and the Board of Directors at least twice a
year,
For level 2 fair value measurements, the Group will normally ME2BAFEFEMS  ~AE£EHE
engage external valuation experts with the recognised BREFEGERVEEER k&I
professional qualifications and recent experience to perform the EITHELR 2 IMNBHEFEREITH
valuations. B -
Level 2 fair value measurements F2BATEFE
Valuation technique  Inputs Fair value
fHERHI WAER AEE
30 June 31 December
2019 2018
—E-hF —E-N\F
AA=+H +Z—A=+—H
HK$’000 HK$’000
FET T
(unaudited) (audited)
(REER) (fe&#z)
Assets Assets
Commercial units located in Market comparable Market prices 30,000 30,000

ReZMEEE A - A2 A ERI
mEF RURBANHESLM
5 HEAREE_ZT-—NLFA=1+
BIEANERETER  RASEEE
RE - BREMEBEMNATEEER
HEWEERHA o
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36

REVENUE AND SEGMENT INFORMATION 4., WARDEBER
The Group has three reportable segments as follows: REBH = AmEDHAT
EMS — Electronic manufacturing BEFRERE — ETRERS
services
Distribution of Communications — Marketing and distribution of NDEBHER — 2HEEROHEBHE®D
Products communications products
Securities and Other Assets — Securities and other assets AN EAM — BERHMEERE
Investment investment BERE
Distribution of Securities and
Communications Other Assets
EMS Products Investment Total
EEREM
ETRERYE PEBAER BERE o
HK$'000 HK$'000 HK$'000 HK$'000
TET AL TR TR
(unaudited) (unaudited) (unaudited) (unaudited)
(RIBEZ) (REER) (REBER) (RBERZ)
6 months ended 30 June 2019: BE-E-RAEXA=1H
IEXAEA -
Revenue from external customers REDREPYA 269,068 17,876 62,032 348,976
Intersegment revenue DEEKA 6,851 - - 6,851
Segment profit/(loss) AEEH/ (B1B) 5,030 (1,874) (26,086) (22,930)
As at 30 June 2019: RZE-NEXA=TH
Segment assets NHEE 390,298 29,211 441,141 860,650
Segment liabilties PHEE 240,797 32,408 88,077 361,282
6 months ended 30 June 2018: BE-E-NEXA=TH
IEAMEA :
Revenue from external customers REIIMREFPYA 274,432 23,382 29,579 327,393
Intersegment revenue AEHREEA 12,494 - - 12,494
Segment profit/(loss) AEEH/ (B18) 950 (1,683) (37,164) (37,897)
As at 31 December 2018: RZB-N\E+ZA=1+-R:
Segment assets DEEE 375,674 27,703 465,166 868,543
Segment liabilities NHEE 229,985 28,612 84,002 342,599
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For the six months ended 30 June 2019 B E — T — NEF/NA=+HI/NEA

4. REVENUE AND SEGMENT INFORMATION (CONTINUED) 4. WARZIER (&)

Six months ended 30 June
HEZAA=+HLRXMEAR

2019 2018
—E-hEF —ZT—)\F
HK$’000 HK$’000
FHET FHET
(unaudited) (unaudited)

(REFER) (REEER)

Reconciliations of segment profit or loss 2 5875 A =R E5 18 WY B BR

Total loss of reportable segments WEDBEIELREE (22,930) (37,897)
Intersegment elimination 7 BB 8 352 207
Unallocated amounts: ROBLERE -
Consultancy fee BB (6,000) (6,000)
Directors’ emoluments EEZWE (1,480) (1,480)
Interest income on loans to employees and mEE REMATERA
other parties FEMA 3,528 3,843
Interest on loans from independent third parties R BB E=H 2 B2 (1,207) (1,207)
Impairment loss on loans to other parties mE M AT E RO R EEE (17,433) (2,803)
Legal and professional fees EERBXER (3,851) (902)
Other unallocated head office and HEMARDIANHERKL
corporate expenses NEI1E T (2,289) (5,547)
Consolidated loss before tax for the period HANER A BRBLATE 18 (51,310) (61,786)
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38

REVENUE AND SEGMENT INFORMATION (CONTINUED)
Geographical information

The Group’s operations and main revenue streams are those described
in the last annual financial statements. The Group’s revenue is derived
from contracts with customers.

In the following table, revenue is disaggregated by primary geographical
market and timing of revenue recognition.

4, WARZHER (5

3t B8 B Y
AEBOEREREBRARRR L—HF
ER WAL - AREHRARE TS
BHIHEA

RTR - WARTEWE TS M ATER
Z R o

For the six months ended BEAA=THLEAER Distribution of Securities and Other

30 June (unaudited) (REER) EMS Communications Products Assets Investment Total
ETHERE PHEBRER BERHEMEERE @t
2019 2018 2019 2018 2019 2018 2019 2018

“2-0EF ZENF CE-AF
HK$'000 HK$'000 HK$'000
TEL TR TR

“E0\F SE-AF CE\F SE-AE CENE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THT  TER TR TER  THR

Primary geographical markets TEETS
— The People’s Republic of China  — 122 A R 71

(the “PRC") (including ([E])
Hong Kong) (BHEEE) 40,179 44,160 - - 62,032 29,579 102,211 73,739
— The United States of America ~ — XF|ZEARE
(the “US.A") ([%&)) 29,193 71,937 16,418 20,004 - - 45,611 91,941
— Switzerland -t 107,232 68,394 - - - - 107,232 68,394
— France —=E 18,926 15,291 - - - - 18,926 15,291
— Thailand - % 10,051 8,333 - - - - 10,051 8,333
— United Kingdom — HE 12,232 12,060 - - - - 12,232 12,060
— Others - Hith 58,106 66,751 1,458 3,378 - - 59,564 70,129
Segment revenue AEUA 275,919 286,926 17,876 23,382 62,032 29,579 355,827 339,887
Intersegment revenue DEEBA
— The USA. - 28 (6851)  (12,494) - - - - (6851)  (12.494)
Revenue from extemnal customers ~ REINEEE KA 269,068 274,432 17,876 23,382 62,032 29,579 348,976 327,393
Timing of revenue recognition W AR 2 &
Products transferred at ERRE-KEY
a point in time =i 269,068 274,432 17,876 23,382 62,032 29,579 348,976 327,393
Products and services RERELHER
transferred over time RR%E - = - = - = - =
Total =t 269,068 274,432 17,876 23,382 62,032 29,579 348,976 327,393
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5.

OTHER INCOME

5.

HAWA

Six months ended 30 June
BEZEAA=+HLRMEAR

2019 2018
—E-NE —E-N\F
HK$’000 HK$'000
FET TFHT
(unaudited) (unaudited)
(RIEER) (REEHEZ)
Bank interest income RITHRLEUA 118 62
Bank fixed deposits interest income $R17E BATF SR B U = 268
Exchange gain PE H U % 1,920 3,138
Gain on disposal of property, HEWE  BERREZ
plant and equipment g 2% - 73
Interest income on loans to employees mEE REMATERD
and other parties PSRN 3,528 3,843
Others Hib 3,609 979
9,175 8,363
FINANCE COSTS 6. BMEMA

Six months ended 30 June

BEAA=THILAEA

2019 2018

—s-nE  —E-N\F

HK$’000 HK$'000

FHT FH&T

(unaudited) (unaudited)

(REERK) (REEER)

Interest on loans from independent third parties 3R B8 28 =75 2 B3 F & 1,207 1,206
Interest on loans from a related party KE—BEERZERFE 904 964
Interest on lease liabilities MEARZAE 2,045 =
Other interest expenses EmF B 2 182
4,158 2,352

Interim Report  FEASRE 2019 39



Notes to the Condensed Financial Statements

RSB B 7S SR R Y e

For the six months ended 30 June 2019 i Z —E— A FNA=+HIFXEA

7.

40

INCOME TAX EXPENSE

FREBMAX

Six months ended 30 June
BEZEAA=+HLRMEAR

2019 2018
—E-hE —ZT-)N\F
HK$’000 HK$’000
FHET FET
(unaudited) (unaudited)

(REFER) (REEER)

Current tax — Hong Kong Profits Tax

BIEMIR — BAHEH

Provision for the period BRI REE 900 220
Current tax — Overseas BUER®ITE — /851

Provision for the period BRI REE 2,308 482

Under-provision in prior period BEARBEST 21 -

2,329 482

Deferred tax RIERIIE = 94

3,229 796

Hong Kong Profits Tax has been provided at a rate of 16.5% (2018:
16.5%) based on the estimated assessable profit for the period.

Tax charge on profits assessable elsewhere have been calculated at
the rates of tax prevailing in the countries in which the Group operates,
based on existing legislation, interpretation and practices in respect

thereof.

China Healthcare Enterprise Group Limited EE {2 REXKEFR AR

BB FBR B E ARG ERFEFIZ
16.5% ( —ZF— )\F : 16.5%) By i K51 1R
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For the six months ended 30 June 2019 &&= ==

8.

—NERA=TBIEREA

LOSS FOR THE PERIOD 8. HAEE
The Group’s loss for the period is arrived at after charging/(crediting): REBHRNBEENG,GEA) U TEE :
Six months ended 30 June
HEZEAA=1+HLARMEAR
2019 2018
—E-hEF —N\F
HK$’000 HK$'000
FET FHET
(unaudited) (unaudited)
(REER) (CRgg&EZ)
Business entertainment R 1,974 4,010
Consultancy fee HBAE 6,000 8,650
Cost of goods sold BEERA

Cost of inventories sold BEFERA 267,888 256,964

Allowance for inventories GFaiE 7,314 5,365

Reversal of allowance for inventories (note (i) FERBEREDL (KF0) (4,549) (6,104)

270,653 256,225
Depreciation: E

— Property, plant and equipment — W - BENMERE 10,864 7,621

— Right-of-use assets —ERAEEE 15,656 =
Gain on disposal of property, HEWE - BEMEE 2 W

plant and equipment (BT AEAMYA)

(included in other income) - (73)
Operating lease charges — Land and buildings &4HEER — tHRIEF 4,984 11,686
Other operating expenses: HmEEER :

Impairment loss on trade receivables FEWE ZRFRERE - 564

Impairment loss on other receivables H At U R IBREE B 1,800

Impairment loss on loans to other parties mMEMATERRERE 17,433 2,803

Research and development RS (KA (i)

expenditures (note (i) 8,602 10,631
Employee benefits expense including EERMRZ (BEESEHE)

directors’ emoluments

Salaries, bonus and allowances e TEA RIERL 98,785 123,048

Retirement benefit scheme contributions RIREFET B R 5,845 6,590

104,630 129,638

Notes:

(i) The Group makes allowance for inventories under respective aging criteria in
different operating segments. The reversal of allowance represents the amount of

inventories subsequently used in production or sold.

(ii) During the six months period ended 30 June 2019, research and development
expenditure includes approximately HK$8,596,000 (30 June 2018: HK$10,518,000)
relating to employee benefits expense, which is included in the respective total

amount as disclosed separately above.

Kt -

0) AEBRBETREED B2 AEKREERE
BEHREE - REROEAERARNEEREE
ZEESHE -

(i) BE-_Z-NAFA=+HINEA  H%H
% B 15 A B {E B 48 7|5 52 £8,596,000 7% 7T (=
ZT—\FEA=1+A :10,518,000%& ) *
SHEETALXD R BEENBRBEERET -

u/<4r
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—hFEANA=TRHLEAEA

9. DIVIDENDS 9. KA
No dividends have been paid or proposed during the six months ended HE_Z—NFARAA=-THLEREALE
30 June 2019, nor has any dividend been proposed since the end of IR sSEZIR T EMARE - B®REHRNA
the reporting period (six months ended 30 June 2018: Nil). RMERZRMEMKE (B2 T N\F
NAZ=ZTHIEAMEAR &) -
10. LOSS PER SHARE 10. SREE
The calculation of the basic loss per share is as follows: FREAREEOGTEFNWT :
Six months ended 30 June
BEXA=+THLAKEAR
2019 2018
—E-hEF —E-N\F
HK$’000 HK$’000
FET FHIT
(unaudited) (unaudited)
(REEEX) (CREg&EZ)
Loss EE
Loss attributable to owners of the Company, ARETESREAREE 2 KA
used in the basic loss per share calculation B AEEEE (56,169) (62,282)
Six months ended 30 June
BEXA=+THLEAREAR
2019 2018
—E-hE —E-N\F
(unaudited) (unaudited)
(REBER) (REg#Z)
Number of shares RE

Weighted average number of ordinary shares
for the purpose of calculating basic loss

AR ESREARER 2 IE
T E BB
5,945,311,400

5,945,311,400

per share
No diluted loss per share is presented as the Company did not have BE_ZT-NER=ZZTE—-N\FAXA=1+H
any dilutive potential ordinary shares for the six months periods ended JJ:/_1IH HE - AR Tﬂ%ﬁ{fﬂ BEHE
30 June 2019 and 2018. L@k MmN BREEEE -
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11.

12.

13.

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2019, the Group has acquired
property, plant and equipment of approximately HK$2,238,000 (six
months ended 30 June 2018: HK$7,562,000).

RIGHT-OF-USE ASSETS

During the six months ended 30 June 2019, the Group has not entered
into any new lease agreement that required to be recognised as right-
of-use assets.

TRADE RECEIVABLES
The aging analysis of trade receivables as at the end of the reporting
period, based on invoice date and net of allowances, is as follows:

11. ¥ - BERRE

HE_Z-AFENA=+tHILAEAR K
E£EDEE 42238008 T(HE2 %
—N\FRA=+HIEAEA : 7,562,000

TO)RVIE R KRR

12. EREEE

BE_Z-NAFRA=1THILERER K
KEYEEMAERRERAEEEL

S e o

13. EWE F R

RIEHR  REZBHIAONERES
Bk (ER R ) M BRI D AT A0 T

30 June 31 December

2019 2018

—E-hEF —E-N\F

~AA=+H +ZRA=+—H

HK$’000 HK$'000

FET THIT

(unaudited) (audited)

(REER) (fe&E=%)

0-90 days 0ZF 90K 119,577 135,996
91-180 days 91 180K 41,265 17,454
181-365 days 181 £ 365K 49 1,305
Over 365 days 365 KA & 1,814 1,006
162,705 155,761
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14. PREPAYMENTS, DEPOSITS, OTHER RECEIVABLES 14. FEFE - %€  HEWFER

AND OTHER ASSETS HiEE
30 June 31 December
2019 2018
—E-NF — S
AA=1TH +ZA=+—H
HK$’000 HK$’000
FET FHET
(unaudited) (audited)
(RIEER) (ge&iz)
Prepayments SN NG 586 4,651
Prepaid consultancy fee FENBAE 4,500 7,500
Prepaid lease payments TEfSEERIA = 624
Deposits ®e 4,086 8,145
Purchase deposits EEZS® 4,727 49,533
Other assets — consumables HEmEE — HED 3,618 4171
Other receivables E e ERIA 2,940 10,415
20,457 85,039
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15. LOANS TO EMPLOYEES AND OTHER PARTIES
Loans to employees and other parties represent loans advanced to
employees and other independent third parties detailed as follows:

15. AEEREMALTER
RS REMALTERIERES MEME
VHRZTBNNER  FBOT

Principal Accrued Balance at
balance at interest as at 31 December
Name Terms of loan 30 June 2019 30 June 2019 Allowance Total 2018
RZB-1FE RIZ-NF RIZ-N\F
RB=tHZ RA=tHZ +-A=t+—-H
8 BEXRER refte FEEH RIS BE st -3
HK$'000 HK$’000 HK$’000 HK$°000 HK$'000
TER TERT TER TERT TR
(unaudited) (unaudited) (unaudited) (unaudited) (audited)
(RBER) (RBER) (RBER) (RBER) (82%)
Non-current portion
FEEHD
Independent third party Unsecured, repayable within two years
and bears interest of 12% p.a. 45,000 6,998 (4,798) 47,200 44,797
BIE=H IER - RIERERRIEZ12%H0
FHEGE
Current portion
R
Employees Unsecured, repayable within one year or
on demand, bearing interest of 9%
or interest free 4,996 - - 4,996 2,649
E& WER  R—FERFRERER
RI%MFIETEHEE
Individual Unsecured, repayable within one year
and bears interest of 12% p.a. 27,000 3,240 (18,564) 11,676 27,982
AA R R—FREE  Z12%
HEFETE
Current portion EVERER % 31,996 3,240 (18,564) 16,672 30,631
Total 5t 76,996 10,238 (23,362) 63,872 75,428
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16.

46

EQUITY INVESTMENTS AT FVTOCI 16. BAFEFARMEEWZNRE
RE

30 June 31 December
2019 2018
—Z-hEF —E-N\F
~A=+H +ZA=+—H
HK$’000 HK$’000
FHET FET
(unaudited) (audited)
(REEZ) (fe&%)

Listed investments, at fair value LEWiRE - BmATE

Equity securities listed in Hong Kong REB LT ZRAFES
— non-current portion — FERNERE = 21,859
— current portion — BIERER S 3,670 5,328
Total #Et 3,670 27,187
The fair values of equity investments at FVTOCI are based on quoted BRAFEFAHMDEEWRRORERE R
closing prices at the end of the reporting period. All equity investments FETMBEREH A ZARIKTEME °
at FVTOCI are denominated in Hong Kong dollars. WA FESAHMEEN ST A RER
BUAABTTEHE ©

During the period, fair value changes in respect of the Group’s R AREBRREME2EWRSERZBT
remaining equity investments recognised in other comprehensive AEHEIRE 2 AT EEE) A 1,658,000 7T °

income amounted to HK$1,658,000.
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17. PLEDGED BANK DEPOSITS AND BANK AND CASH

BALANCES

(i) Pledged bank deposits represented deposits pledged to bank to
secure banking facilities such as corporate credit card and
general bank account services.

(i) The followings are bank and cash balances details:

17.

BHEARTEFRARBRITRASELR

) CBEARTEIE/ESRITIME
(2B AR —RIRITER P R%)
IR FIRITOFR

(i) SRITEREEHRFBOT

30 June 31 December
2019 2018
—E-hEF —ZE-)N\F
AA=+tH +ZHA=+—H
HK$’000 HK$'000
FHET FET
(unaudited) (audited)
(REER) (Fe&%)
Cash on hand BEFRE 97 118
Cash in transit ERrE® 15 45
Fixed deposits EHFR 65,875 11,625
Cash at bank RITEE 309,361 328,362
Cash and cash equivalents in the condensed RERGAERERERME S K
consolidated statement of cash flows HeEEY 375,348 340,150
Cash in margin accounts of brokerage firms &4 TRESERF 2 S 6,882 14,059
382,230 354,209
18. TRADE PAYABLES 18. ENE SR

The aging analysis of trade payables as at the end of the reporting RIBEHFR  WBEERHBHESNENE S

period, based on invoice date, is as follows: BRI BER DTN T ¢
30 June 31 December
2019 2018
—E-hE —T—)\F
~A=+H +=ZA=+—H
HK$’000 HK$’000
FER FAT
(unaudited) (audited)
(REEX) (feEZ)
0-90 days 0ZE 90K 62,264 70,149
91-180 days 912 180K 382 2,619
181-365 days 181 £ 365K 921 2,133
Over 365 days 365 KA 1,050 1,573
64,617 76,474
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19. BORROWINGS 19. B E&

30 June 31 December
2019 2018
—ZE-hEF —ZE-)N\F
AE=+H +ZA=+—H
HK$’000 HK$’'000
FET FET
(unaudited) (audited)
(REBER) ($E21%)
Loan from a related company (note (i) RE—EEERNER (M) 568 569
Loans from a related company (note (i) KB —fEEEQRRNER (ML) 19,665 19,698
Loan from an independent third party (note (i) B —Z B L 8E =77 N E X (K (i) 20,000 20,000
40,233 40,267

Notes: Bfet -
[0) The amount represented loan from a related company which is non-interest bearing, 0] ZeBARE —HBEEATMES « EERK

unsecured and repayable on demand.

(i) The amounts represented loans from a related company which bear interest at 9%

p.a., unsecured and repayable on 31 December 2019.

(iii) The amount represented loan from an independent third party, which bears interest
at 12% p.a., secured by charges over the shares of the Company’s subsidiaries
(China Khan Limited and Telefield Holdings Limited) and repayable within one year.
During the period, the loan was being extended for one year while remaining terms
are unchanged. At 30 June 2019, the aforementioned subsidiaries held non-current
assets of HK$52,334,000 (unaudited) (31 December 2018: HK$44,173,000) and
current assets of HK$348,991,000 (unaudited) (31 December 2018:

HK$339,915,000).

Borrowings are arranged at fixed interest rates or non-interest bearing
thus expose the Group to fair value interest rate risk. Except for the
loans from related parties which are denominated in Renminbi (“RMB”),

other loans are denominated in Hong Kong dollars.

The directors estimate the fair value of the Group’s borrowings at 30
June 2019 and 31 December 2018 approximate to their carrying

amounts.
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Notes to the Condensed Financial Statements
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For the six months ended 30 June 2019 i Z —ZE— A FNA=+HIFXEA

20. SHARE CAPITAL 20. B
30 June 2019 (unaudited) 31 December 2018 (audited)
ZZ-hnFERAZTA “E-\E+ZA=t—H
(REER) (8ER)
Number of Number of
shares Amount shares Amount
RE £ RE gz}
HK$'000 HK$'000
TR TR
Authorised: EE
Ordinary shares of HK$0.001 each BREE.0T BT L ER
At the beginning and the end of the period/year FER9],/EH R EE /F X 1,500,000,000,000 1,500,000 1,500,000,000,000 1,500,000
Issued and fully paid: EETRERE:
Ordinary shares of HK$0.001 each SIRAEE0.01T BT LMk
At the beginning and the end of the period/year FER¥],/EH R EE /F X 5,945,311,400 5,945 5,945,311,400 5,945

21. RELATED PARTY TRANSACTIONS
In addition to those related party transactions and balances disclosed
elsewhere in the condensed financial statements, the Group had the

following transactions with its related parties during the period:

21

. BELRS
BRASEA I TS R H b b 75 I FE Y % H R
ARG RAEHIN - NREBNHAEERRE
FTREUTRS

Six months ended 30 June
BEAA=1+HLXEAR

2019 2018
—B-RFE —ENF
HK$°000 HK$'000
FET FHET
(unaudited) (unaudited)
(REBER) (REEEZ)
Interest on loans from a related company KE—HBE—BETEREEEN
owned by a substantial shareholder (note i) BE N R ME A B (M) 904 964
Management fee paid to a related company A—RBERRXNINERE 1,440 1,440

Note:

As at 30 June 2019, the amount of loans from related companies which are
indirectly and wholly-owned by a substantial shareholder was approximately
HK$20,233,000 (31 December 2018: HK$20,267,000).

Hfet -

RZZE—NAEARA=1TA  KEBEAR(B—
LZEIERAEERZ2EER)ZCERDO B
20,233,000 T (ZE—N\F+=_A=+—0:
20,267,000 7T) °
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Notes to the Condensed Financial Statements
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For the six months ended 30 June 2019 i Z —E— A FNA=+HIFXEA

22. CONTINGENT LIABILITIES

50

@

(i)

As at 30 June 2019 and 31 December 2018, the Group had an
outstanding guarantee (“the Guarantee”) to one of the suppliers
of an overseas subsidiary (“Disposed Subsidiary”), which was
disposed on 7 October 2015, for payment in relation to a sum of
USD2.6 million (equivalent to approximately HK$20.3 million)
representing a trade balance under dispute between the
Disposed Subsidiary and the supplier. The supplier subsequently
sold the trade balance to a third party.

During 2018, the Disposed Subsidiary had agreed with the third
party for a final settlement by instalment of USD650,000
(equivalent to approximately HK$5.1 million). In this regards, as at
30 June 2019 and 31 December 2018, the Group had an
outstanding guarantee of the sum limited to USD650,000 subject
to the full payment of the final settlement effected by the
Disposed Subsidiary.

The Disposed Subsidiary had issued counter guarantee to the
Company to indemnify the Company for any loss in relation to
the Guarantee.

During 2018, a lawsuit was lodged against a subsidiary of the
Company, Guangzhou Telefield Limited. The plaintiff seeks
compensation of approximately RMB1 million. Having sought
legal advices, the directors are of the view that the above
compensation shall be disclosed as contingent liabilities.

Apart from the above, the Group and the Company did not have any
significant contingent liabilities.
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Notes to the Condensed Financial Statements
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For the six months ended 30 June 2019 i Z —ZE— A FNA=+HIFXEA

23.

24,

25.

CAPITAL COMMITMENTS
The Group’s capital commitments at the end of the reporting period
are as follows:

23.

BARESE
AREBRBREIRZ EARFENT ¢

30 June 31 December
2019 2018
—E-AEF —E-N\F
AA=+H +ZRA=+—H
HK$’000 HK$'000
FET T
(unaudited) (audited)
(REER) (fe&:Z)
Plant and machinery %5 K ikes
Contracted but not yet incurred BRI EMARESE 320 320
EVENTS AFTER THE REPORTING PERIOD 24, EHEEE
The Group entered into a memorandum of understanding (the “MOU”) REBWN -_Z—NFLtA-+=HHEHZEE
with LF Joy Realty, Inc. (“LF Joy”) on 23 July 2019, in relation to obtain WE(EE IR ESS ([FEES
the exclusive agency sale right to sell residential units in Philippine, 1) NGBS HEIERELEFES
subject to, among others, the terms of the formal cooperation NEBRARIBHEER X (HdheFf) 8
agreement to be signed within one month from the date of the MOU. RE s A EEET — @ A AT IER
The Company has paid LF Joy a refundable deposit of HK$1,500,000. ETERBIERRE - NATEREEY
AR B IE 4 1,500,000 7 7T ©
APPROVAL OF INTERIM FINANCIAL STATEMENTS 25. BEHtPEIB KRR

The interim financial statements were approved and authorised for
issue by the Board of Directors on 30 August 2019.

EEEeN-_F-NAFNA=THEHRALEK
RETZ R I TSRk -
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