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MANAGEMENT DISCUSSION AND ANALYSIS

RESULTS

The board (the “Board”) of directors (the “Directors”) of Meilleure Health
International Industry Group Limited (the “Company”) are pleased to present

the unaudited interim results of the Company and its subsidiaries (collectively,

the “Group”) for the six months ended 30 June 2020.

FINANCIAL REVIEW

Below is a summary of the financial information of the Group:

For the six months
ended 30 June

2020

HK$’000

Revenue 133,289
Gross profit 50,804
Gross profit margin 38.1%
Total operating expenses (Note) 21,156
Profit before tax 58,629
Profit after tax 42,909
Profit attributable to owners of the parent 42,543

2019
HK$°000

108,594
44,059
40.6%
23,205
49,428
39,212
41,102

Note: Total operating expenses included (i) selling and distribution expenses; |ii)

administrative expenses; and (iii) other expenses.



Revenue

Revenue for the six months ended 30 June 2020 was HK$133.3 million (six
months ended 30 June 2019: HK$108.6 million), mainly generated by sale
of goods, health management service income, agency service income and

rental income.

Revenue increased by approximately 22.7% from HK$108.6 million for the
six months ended 30 June 2019 to HK$133.3 million for the six months
ended 30 June 2020. The increase in revenue of HK$24.7 million was
mainly due to an increase in sale of goods of HK$23.6 million.

Gross Profit and Gross Profit Margin

The Group’s gross profit for the six months ended 30 June 2020 was
HK$50.8 million (six months ended 30 June 2019: HK$44.1 million),
representing an increase of 15.2% compared to that for the six months
ended 30 June 2019. Gross profit margin for the six months ended 30 June
2020 decreased slightly to 38.1% from 40.6% for the six months ended 30
June 2019.

The increase in gross profit of HK$6.7 million was mainly attributable to the
Group had became an agent for sale of the novel coronavirus (“COVID-19")
related healthcare products such as COVID-19 test kits, which resulted in an

increase in agency income and gross profit in healthcare related business.



Total Operating Expenses

The total operating expenses for the six months ended 30 June 2020 was
HK$21.2 million (six months ended 30 June 2019: HK$23.2 million)
representing a decrease of HK$2.0 million or 8.6% as compared to that
for the six months ended 30 June 2019. Such decrease was mainly due to
effective expenses control during the six months ended 30 June 2020.

Profit After Tax

Profit after tax for the six months ended 30 June 2020 was HK$42.9
million (six months ended 30 June 2019: HK$39.2 million), representing an
increase of 9.4% compared to that for the six months ended 30 June 2019.
The increase in profit after tax of HK$3.7 million was mainly due to (i) an
increase in gross profit of HK$6.7 million; (ii) the recognition of a gain on
disposal of 4.55% equity interest in Yunnan Hansu Biotechnology Co., Ltd.*
(EEZEZEMEIFEARAF]) (“Yunnan Hansu”) of HK$31.7 million; and (iii)
increase in fair value gains on financial assets at fair value through profit
or loss of HK$4.1 million. The above increments were offset by a decline
in fair value on investment properties of the Group, which changed from a
gain of HK$28.5 million for the six months ended 30 June 2019 to a loss of
HK$10.5 million for the six months ended 30 June 2020.

*  For identification purpose only



BUSINESS REVIEW
Trading Business

The revenue derived from the trading business for the six months ended
30 June 2020 was HK$75.8 million, representing an increase of 43.3%
as compared to HK$52.9 million for the six months ended 30 June 2019.
The profit derived from this segment was HK$10.8 million, representing an
increase of 89.5% as compared to HK$5.7 million for the six months ended
30 June 2019, which was mainly due to an increase in customers’ demand
for steel.

Agency Service

The revenue derived from the agency service for the six months ended
30 June 2020 was HK$17.4 million, representing a decrease of 4.4% as
compared to HK$18.2 million for the six months ended 30 June 2019. The
profit derived from this segment for the six months ended 30 June 2020 was
HK$14.3 million, representing a decrease of 7.1% as compared to HK$15.4
million for the six months ended 30 June 2019, which was mainly due to a
slight decrease in customers’ demand for real estate agency service.

Property Development

The Group has a 100% interest in residential development project located
at Lot A & B, 626 Heidelberg Road, Alphington, VIC, 3078, Australia.
The project covers a total site area of approximately 11,488 square meter
(“sq.m.”) and a total gross floor area of approximately 18,752 sq.m..
During the six months ended 30 June 2020, the project was progressing
satisfactorily. Up to the date of this report, construction agreement of this
project has already been signed. All development design applications
such as services design, construction design have either been approved
or in process. The design of marketing materials has also been finished.
Construction work of the project is expected to be commenced in November

2020.



Property Investment and Leasing

The revenue from the property investment and leasing business for the six
months ended 30 June 2020 was HK$10.1 million, representing an increase
of 4.1% as compared to HK$9.7 million for the six months ended 30 June
2019. The result for this segment changed from a profit of HK$36.9 million
for the six months ended 30 June 2019 to a loss of HK$1.0 million for the
six months ended 30 June 2020. This was mainly due to a decline in fair
value on investment properties, which changed from a gain of HK$28.5
million for the six months ended 30 June 2019 to a loss of HK$10.5 million
for the six months ended 30 June 2020.

Healthcare Related Business

The revenue derived from the healthcare related business for the six months
ended 30 June 2020 was HK$30.0 million, representing an increase of 8.3%
as compared to HK$27.7 million for the six months ended 30 June 2019.
The result for this segment changed from a loss of HK$0.9 million for the six
months ended 30 June 2019 to a profit of HK$6.7 million for the six months
ended 30 June 2020. This was mainly due to the Group had became an
agent for sale of COVID-19-related healthcare products such as COVID-19
test kits, which resulted in an increase in agency income and profit in this

segment.



REVIEW OF FINANCIAL POSITION

NON-CURRENT ASSETS
Investment properties
Investments in joint ventures
Investments in associates
Goodwill
Equity investments designated at fair value

through other comprehensive income
Others

Total Non-Current Assets

CURRENT ASSETS
Financial assets at fair value
through profit or loss
Land held for development
Prepayment, deposits and other receivables
Cash and cash equivalents
Trade receivables
Pledged bank deposits
Others

Total Current Assets

LIABILITIES
Bank borrowings
Deferred tax liabilities
Other payables and accruals

Lease liabilities
Others

Total Liabilities

Net Assets

30 June 31 December
2020 2019
HK$’000 HK$'000
573,492 594,177
63,637 65,032
50,336 74,839
32,239 32,239
25,101 33,825
20,879 23,927
765,684 824,039
207,436 285,723
213,312 216,177
195,382 31,685
152,527 156,229
99,567 104,689
- 80,276
19,225 15,035
887,449 889,814
231,337 310,631
54,981 56,866
39,211 41,891
15,601 18,739
28,155 20,066
369,285 448,193
1,283,848 1,265,660




Non-current assets of the Group as at 30 June 2020 were HK$765.7
million (31 December 2019: HK$824.0 million), representing a decrease
of HK$58.3 million which was mainly due to (i) a decrease in investments
in associates of HK$24.5 million; (ii) a decrease in investment properties
of HK$20.7 million; and (iii) a decrease in equity investments designated
at fair value through other comprehensive income of HK$8.7 million. On
the other hand, current assets were HK$887.4 million (31 December 2019:
HK$889.8 million), representing a decrease of HK$2.4 million which was
mainly due to (i) a decrease in pledged bank deposits of HK$80.3 million; {ii)
a decrease in financial assets at fair value through profit or loss of HK$78.3
million; (iii) a decrease in trade receivables of HK$5.1 million; and (iv) a
decrease in cash and cash equivalents of HK$3.7 million. Such decreases
were offset by an increase in prepayment, deposits and other receivables of

HK$163.7 million.

As at 30 June 2020, the Group's liabilities were HK$369.3 million (31
December 2019: HK$448.2 million), representing a decrease of HK$78.9
million which was mainly due to a decrease in bank borrowings of HK$79.3

million.
NET ASSET VALUE

As at 30 June 2020, the Group's total net assets amounted to HK$1,283.8
million (31 December 2019: HK$1,265.7 million), representing an increase
of HK$18.1 million which was mainly due to profit for the six months ended
30 June 2020 amounting to HK$42.9 million. Such increase was offset by
(i) exchange loss on translation of foreign operations amounting to HK$17.3
million; and {(ii) fair value loss of equity investments designated at fair value

through other comprehensive income amounting to HK$8.2 million.
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LIQUIDITY AND FINANCIAL RESOURCES

Net cash flows (used in)/generated from
operating activities

Net cash flows generated from/(used in)
investing activities

Net cash flows (used in)/generated from

financing activities
Net decrease in cash and cash equivalents
Cash and cash equivalents at

beginning of the period
Effect of foreign exchange rate changes, net

Cash and cash equivalents
at end of the period

For the six months
ended 30 June

2020 2019
HK$’000 HK$'000
(29,335) 44,525
30,459 (468,004)
(3,237) 402,639
(2,113) (20,840)
156,229 161,142
(1,589) (64)
152,527 140,238

As at 30 June 2020, total cash and cash equivalents of the Group was
HK$152.5 million (31 December 2019: HK$156.2 million), of which
approximately 70.3% was denominated in Chinese Yuan Renminbi (“RMB”),
15.6% was in Hong Kong dollars (“HKD”), 7.1% was in Australian dollars,
3.7% was in United States dollars, 2.8% was in Japanese Yen, 0.4% was in

Swiss Franc and 0.1% was in Euro.



Net cash flows used in operating activities for the six months ended 30 June
2020 was HK$29.3 million, which was mainly due to satisfying the Group's
working capital required for daily operation during the six months ended 30
June 2020.

Net cash flows generated from investing activities was HK$30.5 million
which was mainly attributable to (i) net amount of acquisition, disposal
and redemption of a fund investment and investment in financial products
of HK$84.3 million; (ii) dividend received from an associate of HK$28.3
million; and (iii) proceeds received for partial disposal of investment in
an associate of HK$17.7 million. Such cash inflows were offset by short-
term interest-bearing loans advanced to certain independent third parties of
HK$88.6 million and capital injected to an associate of HK$11.1 million.

Net cash flows used in financing activities was HK$3.2 million, which
represented net amount of (i) proceeds received from new borrowings of
HK$10.0 million; (ii) repayment of bank borrowings of HK$86.1 million; {iii)
release of pledged bank deposits of HK$79.5 million; and (iv) payment of
loan interest of HK$6.6 million during the six months ended 30 June 2020.

As at 30 June 2020, total bank borrowings of the Group was HK$231.3
million (31 December 2019: HK$310.6 million), which are mainly used as

working capital of the Group. There are no unutilised banking facilities as at
30 June 2020 (31 December 2019: HK$23.8 million).

1
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The following table illustrates the composition of the Group’s bank

borrowings:

30 June 31 December

2020 2019

HK$’000 HK$’000

Floating rate HKD bank loans 63,500 145,710
Floating rate RMB bank loans 134,928 141,431
Fixed rate RMB bank loans 32,909 23,490
231,337 310,631

The following table illustrates the maturity profile of the Group’s bank

borrowings:

30 June 31 December

2020 2019

HK$’000 HK$'000

Within 1 year 56,879 128,276
Between 1 year and 2 years 45,067 41,745
Between 2 years and 5 years 63,573 65,243
Over 5 years 65,818 75,367
231,337 310,631

The operating and capital expenditures of the Group are funded by cash
flow from operations, internal liquidity, banking facilities and equity
financing. The Group has adequate and stable sources of funds to meet its
future capital expenditures and working capital requirements.



CAPITAL STRUCTURE OF THE GROUP

The capital structure of the Group consists of equity attributable to owners of
the parent (i.e. issued share capital and reserves).

Placing of New Shares under General Mandate

On 11 April 2019, a total of 360,000,000 new shares were successfully
placed by the placing agent to not less than six placees, who and whose
ultimate beneficial owners were independent third parties, at the placing
price of HK$0.91 per placing share pursuant to the terms and conditions
of the placing agreement under general mandate and the placing of new
shares raised net proceeds, after deducting related placing commission,
professional fees and all related expenses, of HK$325.7 million (with a net
price of approximately HK$0.905 per placing share) which was intended to
be used for investing in the industrial hemp cannabidiol (“CBD") extraction

and application businesses and as general working capital of the Group.

As at 30 June 2020, the net proceeds have been used in the following

manner:
HK$’million
Net proceeds unutilised as at 31 December 2019 278.2
Net proceeds utilised during the six months
ended 30 June 2020
Working capital for development of industrial hemp
business (0.4)
Working capital for development of residential properties (11.7)

Net proceeds unutilised as at 30 June 2020 266.1
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As at 30 June 2020, net proceeds unutilised of approximately HK$178.4
million had been allocated to subscribe a fund investment. Details of the
fund investment are included in the section “Significant Investments Held”
below. The Group will closely monitor its capital need. If there is any
additional need in funds for general working capital of the Group as well as
the industrial hemp business, including but not limited to development and
acquisition of suitable industrial hemp business, the Company will redeem
the funds to meet the need. The remaining balance of net proceeds unutilised
of approximately HK$87.7 million was kept in bank accounts of the Group

and used as general working capital.
GEARING RATIO

As at 30 June 2020, the gearing ratio was 9.0% (31 December 2019:
14.0%), which was calculated on net debt divided by the sum of equity
attributable to owners of the parent and net debt. Net debt includes bank
borrowings, trade payables, other payables and accruals and amounts due
to related parties, less cash and cash equivalents. As at 30 June 2020, the
Group had a net debt of HK$125.8 million (31 December 2019: HK$204.7
million), while the equity attributable to owners of the parent was amounted
to HK$1,277.4 million (31 December 2019: HK$1,259.6 million).



CAPITAL EXPENDITURE

During the six months ended 30 June 2020, the expenditure of purchasing
intangible assets, namely computer system, was HK$7,000 (six months
ended 30 June 2019: Nil), while the expenditure of purchasing property,
plant and equipment amounted to HK$0.2 million (six months ended 30 June
2019: HK$0.1 million).

CAPITAL COMMITMENTS

As at 30 June 2020, the Group had capital commitments in respect of
capital contributions payable to a joint venture which are contracted for but

not provided for in the interim condensed consolidated financial statements

of HK$3.0 million (31 December 2019: HK$3.0 million).
CHARGES ON GROUP ASSETS

As at 30 June 2020, the bank borrowings amounting to HK$231.3 million
(31 December 2019: HK$310.6 million) was secured by a commercial
office unit in Hong Kong, certain commercial properties in Wuhu, a hotel
building with certain commercial properties in Nanjing and the bank
pledged deposit, at carrying value of HK$60.0 million (31 December 2019:
HK$62.2 million), HK$105.0 million (31 December 2019: HK$121.8
million), HK$309.4 million (31 December 2019: HK$382.0 million) and Nil
(31 December 2019: HK$80.3 million) respectively.

15
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CONTINGENT LIABILITIES

As at 30 June 2020, the Group had an outstanding lawsuit which was
initiated by Ms. Feng against, among others, La Clinique de Paris (HK)
Limited (“LCDPHK”), an indirect non-wholly-owned subsidiary of the
Company.

On 1 November 2016, a writ of summons was issued by Ms. Feng against
LCDPHK, and two other co-defendants, claiming that she has suffered
from personal injury, loss and damage which was allegedly caused by the
medical negligence and/or breach of contract and/or misrepresentation
on the part of LCDPHK and the co-defendants, and that LCDPHK and the
co-defendants were vicariously liable in the treatment and care given
by its employees, servants, agents and/or representatives to Ms. Feng
(the “Action”). In the Action, Ms. Feng claimed against LCDPHK and the
co-defendants for unliquidated damages which amounted to approximately
HK$2.3 million plus interests to be assessed. As at 15 August 2020, the
Action was at a preliminary stage of court proceedings as Ms. Feng and
LCDPHK have not yet filed any evidence. The Group was in the process
of seeking legal advice from its legal adviser as to the above matter. The
Directors are of the opinion that as a result of the preliminary stage of the
Action, it is difficult to assess the probability that Ms. Feng may recover any
amount from the Group.

In addition, the Directors represent that the proceeding was incurred prior
to the acquisition of La Clinique de Paris International Limited (“LCDPI”) by
the Group, and hence the losses of the claim would be borne by former
shareholders of LCDPI as prescribed by the share purchase agreement.
Taking into consideration the above conditions, the Directors are of the view
that there is no need to make a provision in respect of the claim.

Save as disclosed above, the Group was not involved in any material legal
proceedings in respect of which provision for contingent liabilities was

required.



GENERAL DESCRIPTION ON THE GROUP’S INVESTMENT
STRATEGIES

With continued acceleration of the legalisation of industrial hemp in
the overseas markets in recent years, cannabinoid, with CBD as its
representative product, will have increasingly wide applications in
healthcare and consumer goods fields. The Group manages its investment
portfolio with a primary objective to capture market opportunities associated
with the increasingly wider applications of industry hemp and to facilitate
the establishment of the Group’s business presence in the global industrial
hemp market. In addition, the Group will continue to invest in healthcare
related business if there are suitable opportunities.

On the other hand, in order to preserve liquidity and enhance interest
yields, the Group had allocated certain resources to fund investment and
various investment in financial products in order to maximise the return on its
unutilised funds before the Group utilises the funds to invest in the industrial
hemp and other healthcare related business.

MATERIAL ACQUISITIONS AND DISPOSALS

Saved as disclosed elsewhere in this interim report, the Group did not have
any material acquisitions and disposals of subsidiaries, associates and joint
ventures during the six months ended 30 June 2020.

SIGNIFICANT INVESTMENTS HELD

As at 30 June 2020, investment portfolio of the Group amounted to
HK$347.0 million (31 December 2019: HK$459.4 million) as recorded in
the interim condensed consolidated statement of financial position under

various categories including:

(i)  investments in associates and joint ventures which are accounted for by
using equity method;

17
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(i) equity investments designated at fair value through other comprehensive

income;
(iii) financial assets at fair value through profit or loss; and
(iv) derivative financial investments.

Investment with carrying amount for more than 5% of the total assets of
the Group was considered as significant investment. The Company has the
following significant investment as at 30 June 2020.

As at 30 June 2020, the Company held 178,437 (31 December 2019:
270,000) Class A participating shares attributable to Opportunity SP (the
“Investment Fund”) with the total investment cost of HK$178.4 million (31
December 2019: HK$270.0 million). The Investment Fund is a segregated
portfolio of Prudence Capital SPC which is an open-ended investment
vehicle incorporated in the Cayman Islands. The investment objective of
the Investment Fund is to pursue capital preservation and appreciation by
identifying and investing in a range of asset, including but not limited to
listed equity securities and equity linked securities, fixed-income securities,
money market instruments, loan, private debt, private equity, futures
and derivatives in global markets (including Pan-Asia markets) and other

collective investment schemes.

The Investment Fund does not have a policy to pay dividends. The Company
as a holder of the Class A participating shares is entitled to a target return
of 6.0% per annum on the amount of the fund investment, which will be
accrued on a monthly basis. Additionally, the Class A participating shares
held by the Company can be redeemed on a monthly basis. For the six
months ended 30 June 2020, fair value gain of the Investment Fund was
HK$6.2 million, which included realised gain of HK$4.4 million arising from
redemption of 91,563 shares of the Investment Fund during such period.



The fair value of the Investment Fund as at 30 June 2020 was HK$190.5
million, which accounted for 11.5% of the total assets of the Group as at 30

June 2020.
FUTURE PLANS FOR MATERIAL INVESTMENTS OR CAPITAL ASSETS

Save as disclosed in the section “Capital Commitments” above, these were
no other plans authorised by the Board for material investments or additions

of capital assets as at 30 June 2020.

EXPOSURE TO FLUCTUATIONS IN EXCHANGE RATES AND RELATED
HEDGE

The Group mainly operates in the People’s Republic of China (the “PRC")
and a majority of its operating transactions such as revenue, expenses,
monetary assets and liabilities are denominated in RMB. Foreign exchange
risk arises from foreign currencies held in certain oversea subsidiaries. The
Group did not hedge against any fluctuation in foreign currency during
the six months ended 30 June 2020. The management of the Group may
consider entering into currency hedging transactions to manage the Group's
exposure towards fluctuations in exchange rates in the future.

EMPLOYMENT AND REMUNERATION POLICY

As at 30 June 2020, the Group had approximately 116 employees (31
December 2019: 110 employees).

The Group’s remuneration policies are in line with prevailing market practice
and formulated on the basis of the performance and experience of individual
employees (including the Directors). Apart from base salaries, other staff
benefits included pension schemes and medical schemes. The remuneration
policy and remuneration packages of the directors and members of the
senior management of the Group are reviewed by the remuneration

committee of the Company.
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The Company adopted a share option scheme pursuant to which eligible

persons may be granted options to subscribe for the shares of the Company.
RECENT DEVELOPMENT

In the first half of 2020, global economic activities have undergone major
changes due to the spread of the COVID-19 epidemic (the “Epidemic”),
which has brought about more uncertainties in overall situation. With
increasing public health awareness, and under the favorable influence of such
demand and policies, the healthcare industry will usher in new development
opportunities. The two high-growth businesses that the Group focuses on,
namely the health management business and industrial hemp business are
progressing smoothly. The Group’s “one core and two wings” strategy
which focuses on high-end health management business driven by the health
applications of cannabinoid and cell has paid back, and new profit growth
drivers have been identified whilst actively responding to the Epidemic.
During the six months ended 30 June 2020 (the “Reporting Period”), the
Group continued to strengthen research and development (“R&D”) investment
in health management and industrial hemp businesses to constantly enhance
its technical strength and expand the product and service matrix; increased
its investment in markets and brands so as to enhance the competitiveness
of existing brands, to prepare for and to accelerate the launch of new
consumer brands; and actively introduced outstanding talents so as to build
an expert business and management team with international standards.



During the Reporting Period, the Group recorded a revenue and profit after
tax of HK$133.3 million and HK$42.9 million, respectively, representing
an increase of 22.7% and 9.4% compared to the same period in 2019.
The Group’s strategic core segment, health management business, recoded
a revenue of HK$30.0 million, representing an increase of 8.3% compared
to the same period in 2019. Although Hong Kong and Mainland China
were affected by the Epidemic in the first quarter of 2020, the revenue from
health management business recorded a growth due to domestic retaliatory
consumption and the Group’s commencement of COVID-19-related
healthcare product agency services during the Reporting Period. Moreover,
in response to the continuous slump of price of CBD in the overseas market,
the Group’s associate Yunnan Hansu actively explored the domestic market,
and provided technology upgrade and technical advisory service so as to
provide funds for its sustainable development, to facilitate the ecosystem in
the industry, to attract attention and to maintain its leading position within
the industry. At the same time, leveraging the Group’s upstream resources
on industrial hemp, a CBD consumer brand had been swiftly established,
with the first vapor product officially launched in Japan as of the date of this
interim report. In terms of health management business, during the Reporting
Period, the Group recorded a revenue of HK$12.0 million in regions outside
Mainland China, representing an increase of 18.5% compared to the same
period in 2019, and the proportion of such business in the entire health
management business segment was 39.9%, an increase from the same
period in 2019. Meanwhile, traditional business, including trading business,
agency service, property investment and leasing business, demonstrated
steady growth, with a revenue of HK$103.3 million, which increased
by 27.8% as compared to the same period in 2019, and provided a
sustainable and stable cash flow support to the development of the Group.

21
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Healthcare Related Business Segment - Health Management
Business

In respect of this business, the Group pursues a development strategy of
focusing on upstream and downstream core links, laying emphasis on
both products and services, and focusing on the mid-to-high-end market.
In terms of the upstream of the industrial chain and products, following the
acquisition of Shenzhen Wingor Biotechnology Co., Ltd.* (RIIT AT £
B BR AT (“Wingor Bio”) in 2019, a state-level high-tech enterprise, the
Group continued its deployment in the area of cellular immunotherapy and
established Beijing Mei Ai Kang Technology Co., Ltd.* (It REXERIFHR
A A]) in the first half of 2020. Cellular immunotherapy aims to stimulate the
patient’s own immune system to produce or enhance an anti-tumor immune
response, thereby controlling or even eradicating cancer cells. Because of its
advantages including specificity, adaptability and durability, immunotherapy
performs well and achieves milestone progress in the treatment of various
tumors. At present, there are cellular immunotherapy that received listing
approval on the international market, but not in Chinese market, implying a

broad market prospect.

In the first half of 2020, Wingor Bio had made numerous business
progresses. During the Reporting Period, Wingor Bio signed a strategic
cooperation agreement for joint application for a stem cell clinical research
base and signed the Cell Therapy Clinical Research and Scientific Research
Cooperation Agreement for conducting clinical research on stem cell
treatment of decompensated liver cirrhosis with The Third People’s Hospital
of Shenzhen (the only designated hospital for patients with COVID-19
pneumonia in Shenzhen); signed the Joint Development Agreement for the

Key Technology Development Project of CRISPR Rapid Detection Kit for

*  For identification purpose only



Novel Coronavirus with Shenzhen Hospital of Southern Medical University
to jointly carry out related technology research and product development;
signed a service contract with China National Institute for Food and Drug
Control, the highest inspection agency for biological products in the PRC,
which represented the most authoritative recognition of its technical system
in the national cell product quality certification and provided a solid
foundation for Wingor Bio to carry out cell therapy clinical research and
cell biological product registration applications. In addition, its cooperation
with Zhongda Hospital Affiliated to Southeast University, Affiliated Hospital
of Inner Mongolia Medical University, Shenzhen Shekou People’s Hospital,
Zhuhai Maternal and Child Health Hospital on dual filing (filling for stem
cell clinical research base and project filing on stem cell clinical research)
was carried out smoothly, and its cooperation with the People’s Hospital of
Wuhan University, The Second Xiangya Hospital of Central South University,
Shenzhen Hospital of Peking University and The Third Hospital of Jilin

University on project filing were also in good progress.

With the continuous increase of scientific research investment and the
continuous enhancement of technical strength, the PRC has become one
of the most active regions in the world for cell therapy clinical research,
with the number of new cell and gene therapy clinical research conducted
every year being second only to the United States. Since 2020, the PRC has
continued to issue favorable policies for cell application from the central to
the local level. Many provinces and cities have successively issued policy
documents to promote the research and application of new technologies such
as stem cells and immune cell therapy. The Group will continue to leverage
its advantages of industrial chain layout, actively explore in the field of cell
therapy and cell technology extension products and increase investment,
R&D and cooperation so as to better serve the health management business
of the Group.
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Healthcare Related Business Segment - Industrial Hemp Business

During the Reporting Period, the Group sped up the promotion of
downstream application of CBD and continued to invest and construct new
CBD health consumer brands worldwide. In 2019, the Group and a Hong
Kong subsidiary of Shenzhen Gippro Technology Innovation Limited* (&3l
REFERI R BIFT AR 2 F]), a renowned health vapor brand, established Meipro
Biological Technology Company Limited, a subsidiary of the Group in Hong
Kong (“Meipro Biological”), targeting the sales of CBD vapor products
worldwide including Japan and Europe. The CBD vapor brand under Meipro
Biological, Cannergy, first launched in Japan at the end of 2019 and
debuted in the European market in March 2020. Currently, a variety of CBD
vapor products have been rolled out under the brand in Japan and landed
on mainstream e-commerce platforms including Rakuten, Yahoo, Amazon,
and Qoo10, and expanded a number of renowned offline chained channels
including Donki, Bigcamera, and Vaporlounge. At present, the Cannergy
brand has been initially recognised by consumers in Japan and received
positive feedbacks in the CBD vapor sector. In order to make full use of its
brand advantages and channel advantages and further expand the CBD
market in Japan, the Group has carried out R&D of health products and food
under the Cannergy brand. In the second half of 2020, tinctures, gummy
candy, beverages and other new popular items will be launched. It will also
enter new channels including chain drugstores, chain convenience stores
and health food stores. In Europe, the Group will continue to promote the
deployment of Cannergy brand products in Europe through its wholly-owned
subsidiary Green Gold Health SA.

*  For identification purpose only



At the same time, in view of the fruitful prospects of CBD as a core raw
material applied in skin care, the Group has carried out cooperation in
respect of scientific research, products, efficacy, etc. with dermatologists
in well-known hospitals, large-scale factories in the industry, and teams of
famous scientists to accelerate R&D of CBD series of skin care products, and
plans to launch the new CBD skin care brand, Mazhuang* (fit%), in the
second half of 2020. As the world’s most populous country and the second
largest country in terms of gross domestic product, the PRC is undoubtedly
the most promising one of the core consumer markets for CBD in the world.
The specific development situation mainly depends on the national and local
regulatory systems, policies and possible future changes, followed by the
public’s awareness and acceptance, and also the enthusiasm, investment
and product competitiveness of the enterprises in the industry. The above
factors have seen gratifying changes and even huge progress in recent
years. In terms of cosmetics, the currently approved categories, the number
of non-special cosmetic products registered in 2019 was 46 times that of
2018, and that of the first half of 2020 was 12 times that of the first half
of 2019. More importantly, many heavyweight domestic brands in the PRC
have launched hemp series skin care products. Therefore, as the PRC and
the world further liberalise the positive publicity orientation of cosmetics
with legal cannabinoid ingredients and end users have gained a deeper
understanding of cannabinoid ingredients, the CBD skin care product
segment in the PRC has entered the fast lane of growth. It can be reasonably
expected that the world’s leading or even the largest CBD skin care
company or brand will be born in the PRC within the next three years. Also,
under the existing regulatory system, companies in the industry continue to
intensify their product development and innovation around CBD and other
legal cannabinoids. Local governments represented by provinces such as
Yunnan and Heilongjiang are also actively promoting the appropriate,
orderly, and controllable liberalisation of other consumer goods markets.
In short, the PRC is showing the potential to become one of the world’s
important consumer markets for CBD end-products in the next three years.
Therefore, the biggest opportunity in the Chinese market is the CBD terminal
brand business with cosmetics as the core.

*  For identification purpose only
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As at the end of the Reporting Period, the Group has carried out deployment
in three major areas in the downstream applications of the industrial hemp
industry chain, including vapor products, health products, and cosmetics.
The strategy of an integrated industrial chain covering brand, production,
R&D and international market has also been implemented.

In 2020, the global industrial hemp industry has developed steadily and
continuously in spite of the spread of the Epidemic. Firstly, the COVID-19
pneumonia, in particular the social problems caused thereby, including
individual anxiety and pressure that spread to the global society, has
created a rare sales opportunity in the European and American CBD
markets, especially health products. Secondly, the research and clinical
trials of the use of CBD for adjuvant therapy for COVID-19 pneumonia
have also commenced. Globally, the legalisation process of CBD is also
constantly advancing, and supervision at the international level is expected
to develop in a clearer and more positive direction. Generally speaking, the
Group believes that the industrial hemp industry is developing in a favorable
direction both at the policy and market level. The Group will continue to
deploy globally, strive to maintain the first-mover advantage, strengthen
the deployment of downstream applications, and establish and expand
advantages in terms of brand, R&D and market.



Healthcare Related Business Segment - Business of Anti-
epidemic supplies

As the Epidemic broke out in early 2020 and quickly spread to the world,
the worldwide demand for anti-epidemic supplies has surged. The Group
assessed the situation, objectively evaluated and made full use of the flexible
production capacity of its subsidiaries, the existing overseas sales network
and the advantages of cooperation with domestic related industrial chain
resources, promptly and reasonably adjusted short-term business strategies,
and participated in the production and domestic and foreign sales of anti-
epidemic supplies. Shenzhen Meiray Vap. Technology Co., Ltd.* ((FEHITZE
FIEEHE B R AR (“Meiray Vap”), a joint venture established by the Group
in collaboration with Shenzhen Mason Vap Technology Co., Ltd, a renowned
vapor foundries, in 2019, quickly transformed to engage in the production
of medical masks and received orders from the government during the
outbreak of the Epidemic. The total asset value of Meiray Vap as of 30
June 2020 was RMB14.3 million. During the Reporting Period, the units of
shipment of masks amounted to 109.1 million, recording a pre-tax profit of
RMB4.0 million. In addition, during the Reporting Period, the Group reached
in-depth business cooperation with well-known domestic kit manufacturers,
namely Sansure Biotech Inc. and Nanjing Vazyme Medical Technology Co.,
Ltd. to act as an agent of their kit products for COVID-19 on a global scale.
In the first half of 2020, the cumulative sales transaction amount amounted
to nearly US$4.0 million, and the scope of sales covered 65 countries
around the world, and helped the cooperation partners complete the product
registration procedures in seven countries, and the registration procedures
in two other countries are in progress. It contributed to the fight against the
Epidemic at home and abroad and also cultivated new profit growth area
for the Group in such critical period.

*  For identification purpose only
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PROSPECTS

The unprecedented Epidemic is expected to cast a shadow over the
prospects for global economic development for the whole of 2020. This
once-in-a-century global risk is a topic and challenge that the entire society,
including governments, enterprises, and individuals, must face collectively,
despite the difference in their respective ability to deal with risks. As far
as the Group is concerned, overall it will maintain a steady and good
momentum of development while maintaining excellent anti-risk capabilities.
At the operational level, the traditional business has basically got rid of the
impact of the Epidemic and will continue to provide a stable cash flow. The
outlook of the two future-proof core businesses look positive, and may even
benefit from the impact of the Epidemic in the short term and constantly
make new progress and even breakthroughs. In terms of assets, the Group
has current assets of HK$887.4 million, including cash and cash equivalents
of HK$152.5 million and redeemable financial assets at fair value through
profit or loss of HK$207.4 million respectively. As a result of these favorable
factors, the Group have laid a solid foundation for its development and won
a competitive advantage, which has given it the confidence to deal with the

uncertain economic situation and even expand against the trend.

As a comprehensive and global health business platform company with
a certain extent of influence at home and abroad, the Group will focus
on technology R&D, product innovation and service improvement, create
marketing channels with entry barriers, and build a matrix of international
products and service brands, so as to provide the Group’s customers
worldwide with first-class product experience and service enjoyment. The
Group will expand its investment in capital and human resources, and
adhere to the “one core and two wings” strategy which focuses on high-
end health management business driven by the health applications of
cannabinoid and cell. At the same time, in the above-mentioned businesses,
the Group will continue its efforts in discovering business partners that
are with favorable traits, outstanding, and sincere, and through multi-level
cooperation in various forms, build barriers on competition and strengthen

its core competitiveness.



OTHER INFORMATION
DIVIDEND

The Board does not recommend the payment of an interim dividend for the

six months ended 30 June 2020 (six months ended 30 June 2019: Nil).
SHARE OPTION SCHEME

The Company approved and adopted a share option scheme (the “Share
Option Scheme”) at a special general meeting on 20 June 2019 (the
“Date of SGM 2019”). The Share Option Scheme became effective on 28
June 2019, being the date on which The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) approved the listing of, and permission to
deal in, the shares falling to be issued pursuant to the exercise of options
under the Share Option Scheme. The Share Option Scheme is subject to
the requirements under Chapter 17 of the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”).

Details of the Share Option Scheme
(a) Purpose

The purpose of the Share Option Scheme is to enable the Company
to grant options to selected eligible participants as rewards and/
or incentives for their contributions or potential contributions to the
Group. The Board believes that the grant of options to selected eligible
participants for their potential contributions to the Group is necessary
and appropriate, as it will provide the selected eligible participants
with incentives and to make them to take initiatives to optimise their
performance efficiency and contribute to the Group, which will benefit

the long-term growth of the Group.
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(b)

(c)

Participants

The Board may, at their absolute discretion, invite any person
belonging to any of the following classes of participants, who the
Board considers, in its sole discretion, have contributed or will
contribute to the Group, to take up options to subscribe for shares
(collectively the “Eligible Participants”):

(i)  any full-time or part-time employees, executives, officers or
directors (including independent non-executive directors) of the
Company, any of its subsidiaries, invested entities and substantial
shareholders; and

(i) any advisors, consultants, agents, suppliers, customers,
distributors, contractors, business partners and joint venture

partners of the Company and any of its subsidiaries.
The maximum number of shares available for issue

The maximum number of shares which may be issued upon exercise of
all options to be granted under the Share Option Scheme and under
other schemes of the Company shall not in aggregate exceed 10% of
the total number of the shares in issue at the Date of SGM 2019, and
such 10% limit represents 427,175,263 shares (approximately 10% of
the total shares in issue as at 30 June 2020).



(d)

(e)

The maximum entitlement of each participant

The total number of shares issued and may fall to be issued upon
exercise of the options granted under the Share Option Scheme and
any other share option schemes of the Company (including both
exercised and outstanding options) to each Eligible Participant in any
12-month period up to and including the date of grant shall not exceed
1% of the shares in issue as at the date of grant.

Time of exercise of option

An option may be exercised in accordance with the terms of the Share
Option Scheme at any time after the date upon which the option is
deemed to be granted and accepted and prior to the expiry of 10
years from that date. The period during which an option may be
exercised will be determined by the Board in its absolute discretion,
save that no option may be exercised more than 10 years after it has
been granted and accepted.
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(f)

(g)

Subscription price for shares and consideration for the
option

The exercise price in relation to each option offered to an Eligible
Participant shall be such price as the Board in its absolute discretion

shall determine, save that such price must be at least the higher of:

(i) the official closing price of the shares as stated in the daily
quotation sheets of the Stock Exchange on the date of the grant,
which must be a day on which the Stock Exchange is open for the
business of dealing in securities;

(i) the average of the official closing price of the shares as stated
in the daily quotation sheets of the Stock Exchange for the 5
business days immediately preceding the date of grant; and

(iii) the nominal value of a share.

A nominal consideration of HK$1 is payable upon acceptance of the

grant of an option.
The remaining life of the Share Option Scheme
The Share Option Scheme will remain in force for a period of 10

years commencing on the date on which the Share Option Scheme is

adopted, i.e. 20 June 2019.

For further details of the Share Option Scheme, please refer to the section

headed “Summary of Principal Terms of the Share Option Scheme” in
Appendix lll to the circular of the Company dated 28 May 2019.



Details of the Share Option Granted

Details of options granted during the six months ended 30 June 2020 under
the Share Option Scheme are set out in note 18 to the interim condensed
consolidated financial statements contained in this interim report.

Movements of the share options under the Share Option Scheme during the
six months ended 30 June 2020 are listed below:

Name of grantee

(o] DIRECTORS
Dr. Zhen Wentao
Ms. Zhou Wen Chuon

Total for Directors

(b) EMPLOYEES
In aggregole

Total for
Employees

(¢] OTHERS
Ih oggregate

Total for Others

Total for Scheme

Exercisable
Date of grant  period
Note 1)

12.5.2020 {Nofe 2) 12.5.2021 - 11.5.2030 Note 4
24,6.2020 (Note 3] 24.6.2021 -23.6.2030 (Note §

1252000 Nde 2 1252021 - 11.5.2030 Note
1252000 Noe 7 1252020 11.5.2030 Noke
1252000 Mok 2] 1252000 11.52000 Nae 7
1252000 Nok ) 1252001 - 1.52090 Nok
1252000 Noe 7 1252020 11.5.2030 Noke )
1252000 Mok 2] 12.52020- 1152080 Noe 10

12.5.2000 [Nofe 2) 12.5.2021 - 11.5.2030 Note 4
12.5.2000 [Nofe 2) 12.5.2022- 11.5.2030 Note |
12.5.2020 {Nofe 2) 12.5.2021 - 11.5.2030 Note §
12.5.2000 [Nofe 2) 12.5.2022- 11.5.2030 {Note 9
12.5.2000 {Note 2] 12.5.2020-11.5.2030 {Note 10)

Number of share options
Granfed Lapsed
Outstanding during Exercised  during  Outstanding
Exerise  osat the ~ during the the asof
price 01.01.2020 period  period  period  30.06.2020
HK§
0.3 - 10002000 - - 10002000
033 - 18000000 - - 18000000
- 28002000 - - 28002000
033 - 4008000 - - 4008000
033 - 3000000 - - 3000000
033 - 004000 - - 2004000
033 - 11646000 - - 11,646,000
0.3 - 3024000 - [204000 2820000
033 - 9900 - - 99000
- 4678000 - [2040000 24474000
033 - 5004000 - - 5004000
033 - 1998000 - - 1998000
033 - 13,056,000 - - 13,056,000
033 - 504,000 - - 504,000
033 - 6006000 - - 6006000
o 26568000 - - 256800
- 7948000 - (2040000 79,044,000

Closing

price per
share
immediately
before the
date of grant
HKS

032
0.345

032
032
032
032
032
032

032
032
032
032
032

33



Notes:

34

The vesting period of the share options is from the date of grant until the
commencement of the exercise period.

On 12 May 2020, the Company granted 61,248,000 share options to certain
Eligible Participants pursuant to the Share Option Scheme. Further details are
set out in the announcement of the Company dated 12 May 2020 and the
circular of the Company dated 3 June 2020.

On 12 May 2020, the Company proposed to grant 18,000,000 share
options to Ms. Zhou Wen Chuan pursuant to the Share Option Scheme. At the
special general meeting held on 24 June 2020 (the “Date of SGM 2020"), the
resolution in respect of approving the proposed grant of share options to Ms.
Zhou Wen Chuan was duly passed by the independent shareholders of the
Company by the way of poll. Further details are set out in the announcements
of the Company dated 12 May 2020 and 24 June 2020 and the circular of the
Company dated 3 June 2020.

Subject to the fulfilment of certain annual performance targets as determined by
the Board, the share option granted shall be vested during the relevant periods
in 4 tranches: (i) 25% of which shall be vested after 12 months of the date of
acceptance of the offer of share option (the “Date of Acceptance”); (ii) another
25% of which shall be vested after 24 months of the Date of Acceptance;
(iii) another 25% of which shall be vested after 36 months of the Date of
Acceptance; and (iv) the remaining 25% of which shall be vested after 48
months of the Date of Acceptance.

Subject to the fulfilment of certain annual performance targets as determined by
the Board, the share option granted shall be vested during the relevant periods
in 4 tranches: (i) 25% of which shall be vested after 12 months of the Date of
SGM 2020; (ii) another 25% of which shall be vested after 24 months of the
Date of SGM 2020; (iii) another 25% of which shall be vested after 3¢ months
of the Date of SGM 2020; and (iv) the remaining 25% of which shall be vested
after 48 months of the Date of SGM 2020.



Subject to the fulfilment of certain annual performance targets as determined by
the Board, the share option granted shall be vested during the relevant periods
in 3 tranches: (i) one-third of which shall be vested after 24 months of the Date
of Acceptance; [ii) another one-third of which shall be vested after 36 months
of the Date of Acceptance; and (iii) the remaining one-third of which shall be
vested after 48 months of the Date of Acceptance.

Subject to the fulfilment of certain annual performance targets as determined by
the Board, the share option granted shall be vested during the relevant periods
in 4 tranches: (i) 25% of which shall be vested after 24 months of the Date of
Acceptance; (ii) another 25% of which shall be vested after 36 months of the
Date of Acceptance; [iii) another 25% of which shall be vested after 48 months
of the Date of Acceptance; and (iv) the remaining 25% of which shall be vested
after 60 months of the Date of Acceptance.

The share option granted shall be vested during the relevant periods in 4
tranches: (i) 25% of which shall be vested after 12 months of the Date of
Acceptance; (ii) another 25% of which shall be vested after 24 months of the
Date of Acceptance; [iii) another 25% of which shall be vested after 3¢ months
of the Date of Acceptance; and (iv) the remaining 25% of which shall be vested
after 48 months of the Date of Acceptance.

The share option granted shall be vested during the relevant periods in 4
tranches: (i) 25% of which shall be vested after 24 months of the Date of
Acceptance; (ii) another 25% of which shall be vested after 36 months of the
Date of Acceptance; [iii) another 25% of which shall be vested after 48 months
of the Date of Acceptance; and (iv) the remaining 25% of which shall be vested
after 60 months of the Date of Acceptance.

The share option granted shall be vested immediately upon the fulfilment of
certain vesting conditions including the achievement of certain R&D milestones
for certain pharmaceutical products, completion of designated tasks and
satisfactory business performance of the relevant entities (subject to the Board’s
opinion).
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DISCLOSURE OF INTERESTS

Directors’ and Chief Executive’s Interest and Short Positions in
Shares, Underlying Shares and Debentures

The Directors and chief executive of the Company who held offices as at
30 June 2020 had the following interests and short positions in the shares,
underlying shares or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities and Futures
Ordinance (the “SFO”)) as recorded in the register maintained by the
Company pursuant to Section 352 of the SFO or otherwise 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 were taken or
deemed to have under such provisions of the SFO) or pursuant to the Model
Code for Securities Transactions by Directors of Listed Issuers (the “Model
Code”) required to be disclosed in accordance with the Listing Rules:

(a) Interests in Issued Shares

Total
Personal Corporate number of % of total
interest interest shares held issued
Name of director [Note 1) [Note 1) [Note 1) shares
Mr. Zhou Xuzhou 103,292,470 (L]  2,097,530,291 (1)  2,200,822,761 {|) 51.52%
[Notes 2, 3]
- 1,263,825,530(S) 1,263,825,530 (9] 29.59%
Dr. Zeng Wentao (Note 3] 15,000,000 (L] - 15,000,000 () 0.35%
Ms. Zhou Wen Chuan 31,938,000 (U] - 31,938,000 (1] 0.75%
[Note 3)
Dr. Mao Zhenhua (Note 4) - 83,890,000 (1] 83,890,000 (1] 1.96%
Professor Chau Chi Wai, 510,000 (Y - 510,000 () 0.01%
Wilton (Note 5)



*

Notes:

The letter “L" denotes the person’s long position in the shares whereas the
letter “S” denotes the person’s short position in the shares.

These shares are held by U-Home Group International Limited, U-Home
Group Investment Limited and Zhongjia U-Home Investment Limited.

Mr. Zhou Xuzhou, Ms. Zhou Wen Chuan and Dr. Zeng Wentao are
Executive Directors.

83,890,000 shares are beneficially owned by Honour Goal Investments
Limited. Honour Goal Investments Limited is wholly owned by
Zhongchengxin (HK) Investment Services Limited (“Zhongchengxin HK"), a
company incorporated in Hong Kong with limited liability. Zhongchengxin
HK is wholly owned by Zhongchengxin Investment Group Company
Limited* (R ER A LB BR 2 A]) (“Zhongchengxin Investment”), a
company established in the PRC with limited liability. Zhongchengxin
Investment is owned as to 80% by Hubei East Asia Enterprise Company
Limited* CAILEREEEBR 2 A (“Hubei East Asia”), a company
established in the PRC with limited liability. Hubei East Asia is owned as
to 80% by Wuhan Huabing Real Estate Company Limited* (RZZEZE
¥ EBEMR AT ("Huabing Real Estate”), a company established in the PRC
with limited liability. Huabing Real Estate is owned as to 99% by Dr. Mao
Zhenhua, a Non-Executive Director.

Professor Chau Chi Wai, Wilton is an Independent Non-Executive
Director.

For identification purpose only
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(b) Interests in Share Options

Name of director

Number of
options
directly

beneficially
owned
(Note 1)

Ms. Zhou Wen Chuan (Note 2)

Dr. Zeng Wentao (Note 2)

Notes:

18,000,000 (L)

10,002,000 (L)

1. The letter “L" denotes the person’s long position in the underlying shares.

2. Ms. Zhou Wen Chuan and Dr. Zeng Wentao, Executive Directors of the
Company, have been granted share options under the Share Option

Scheme, details of which are set out in the section “Share Option Scheme”

above.

Save as disclosed above, none of the Directors and chief executive of the

Company or their respective associates had any interests and short positions

in the shares, underlying shares or debentures of the Company or any of

its associated corporations (within the meaning of Part XV of the SFO) as

recorded in the register maintained by the Company pursuant to Section 352

of the SFO or otherwise 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 were taken or deemed to have under such provisions
of the SFO) or pursuant to the Model Code as at 30 June 2020.



Substantial Shareholders’ and Other Persons’ Interests and
Short Positions in Shares, Underlying Shares

As at 30 June 2020, the Company had been notified by the following
person (other than the Directors or chief executive of the Company) who
had interests or short positions in the shares and underlying 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, or be directly or
indirectly interested in 5% or more of the nominal value of any class of share
capital carrying rights to vote in all circumstances of general meetings of the
Company or who were recorded in the register of substantial shareholders
maintained by the Company pursuant to Section 336 of the SFO or had
otherwise notified the Company:

Interests in Issued Shares

Total % of total

Name of substantial interests issued
shareholders Capacity (Note 1) shares
U-Home Group International Beneficial owner 964,172,530 (L) 22.57%
Limited (Note 2 764,172,530 (S) 17.89%
U-Home Group Investment Beneficial owner 499,653,000 (L) 11.70%
Limited (Note 3 499,653,000 (S) 11.70%
Yuhua Enterprises Company Interest in controlled 499,653,000 (L) 11.70%
Limited (Note 3 corporation 499,653,000 (9) 11.70%
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Name of substantial

shareholders

Capacity

Total
interests
(Note 1)

% of total
issued
shares

Anhui Yuhua Enterprises

Company Limited*

(ZRFEEXERAA)

[Note 3)

Yee Sheng Enterprises Company

Limited (Note 3)

Kambert Enterprises Limited

[Note 3]

U-Home Property (Group)

Limited (Note 3)

Zhongjia U-Home Investment

Limited (Nofe 4)

Shunda Investment Limited

[Notes 2, 3, 4)

Mr. Zhou Xuzhou
[Notes 2, 3, 4)

Haitong UT Leasing HK Limited

HTI Advisory Company Limited

[Note 5)

*

Interest in controlled
corporation

Interest in controlled
corporation

Interest in controlled
corporation

Interest in controlled
corporation

Beneficial owner

Interest in controlled
corporation

Interest in controlled
corporation
Beneficial owner

Person having a
security interest in
share

Person having a
security interest in
share

For identification purpose only

499,653,000 (1)
499,653,000 (9)

499,653,000 (1)
499,653,000 (9)

499,653,000 (1)
499,653,000 ()

499,653,000 (L)
499,653,000 (9)

633,704,761 (1
2,097,530,291 (1
1,263,825,530 (3)
2,097,530,291 (U
1,263,825,530 (5)

103,292,470 ()

1,263,825,530 (1)

687,262,600 ()

11.70%
11.70%

11.70%
11.70%

11.70%
11.70%

11.70%
11.70%

14.83%
49.10%
29.59%
49.10%
29.59%

2.42%

29.59%

16.09%



Total % of total

Name of substantial interests issued

shareholders Capacity (Note 1) shares

Haitong International (BVI) Interest in controlled 687,262,600 (L) 16.09%
Limited (Note 5) corporation

Haitong International Securities  Interest in controlled 687,262,600 (L) 16.09%
Group Limited (Note 5 corporation

Haitong Infernational Holdings  Interest in controlled 687,262,600 (L) 16.09%
Limited (Note &) corporation

Haitong Securities Co., Ltd. Interest in controlled 687,262,600 (L) 16.09%
(Note 5] corporation

Notes:

The letter “L” denotes the person’s long position in the shares whereas the letter
“S" denotes the person’s short position in the shares.

U-Home Group International Limited is wholly and beneficially owned by
Shunda Investment Limited which in turn is wholly and beneficially owned by
Mr. Zhou Xuzhou.

U-Home Group Investment Limited is wholly and beneficially owned by Yuhua
Enterprises Company Limited. Yuhua Enterprises Company Limited is wholly and
beneficially owned by Anhui Yuhua Enterprises Company Limited. Anhui Yuhua
Enterprises Company Limited is wholly and beneficially owned by Yee Sheng
Enterprises Company Limited. Yee Sheng Enterprises Company Limited is wholly
and beneficially owned by Kambert Enterprises Limited. Kambert Enterprises
Limited is wholly and beneficially owned by U-Home Property (Group) Limited.
U-Home Property (Group) Limited is wholly and beneficially owned by Shunda
Investment Limited, which in turn is wholly and beneficially owned by Mr. Zhou
Xuzhou.
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4.  Zhongjia U-Home Investment Limited is wholly and beneficially owned by
Shunda Investment Limited which in turn is wholly and beneficially owned by
Mr. Zhou Xuzhou.

5.  HTI Advisory Company Limited is wholly and beneficially owned by Haitong
International (BVI) Limited. Haitong International (BVI) Limited is wholly and
beneficially owned by Haitong International Securities Group Limited. Haitong
International Securities Group Limited is owned as to 64.40% by Haitong
International Holdings Limited, which in turn is wholly and beneficially owned
by Haitong Securities Co., Ltd..

Save as disclosed above, the Company has not been notified by any
person (other than the Directors or chief executive of the Company) who
had interests or short positions in the shares or underlying shares of the
Company which would fall to be disclosed to the Company under the
provisions of Divisions 2 and 3 of Part XV of the SFO, or be directly or
indirectly interested in 5% or more of the nominal value of any class of share
capital carrying rights to vote in all circumstances of general meetings of the
Company or who were recorded in the register of substantial shareholders
maintained by the Company pursuant to Section 336 of the SFO or had
otherwise notified the Company as at 30 June 2020.

Directors’ Rights to Acquire Shares or Debentures

Save as disclosed under the headings, “Share Option Scheme” and
"Directors’ and Chief Executive’s Interests and Short Positions in Shares,
Underlying Shares and Debentures” above, at no time during the six
months ended 30 June 2020 or up to the date of this report were rights to
acquire benefits by means of the acquisition of shares in or debentures of
the Company granted to any Director or their respective spouse or minor
children, or were any such rights exercised by them; or was the Company,
its holding company, or any of its subsidiaries a party to any arrangement

to enable the Directors to acquire such rights in any other body corporate.



PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES OF THE
COMPANY

There were no purchase, sale or redemption of the Company’s listed

securities by the Company or any of its subsidiaries during the six months

ended 30 June 2020.
CORPORATE GOVERNANCE

The Company has adopted the principles and complied with all the
applicable code provisions of the Corporate Governance Code and
Corporate Governance Report as set out in Appendix 14 of the Listing Rules
during the six months ended 30 June 2020.

MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as set out in Appendix 10 to
the Listing Rules as its own code of conduct regarding directors’ securities
transactions. Specific enquiry has been made with all Directors and the
Directors have confirmed compliance with the required standard set out in
the Model Code during the six months ended 30 June 2020.

AUDIT COMMITTEE

The audit committee of the Company comprises two independent non-
executive directors and one non-executive director of the Company, namely
Professor Chau Chi Wai, Wilton (Chairman), Mr. Gao Guanjiang and Dr.
Mco Zhenhua.
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The audit committee of the Company has reviewed with the management of
the Group the accounting principles and practices adopted by the Group
and discussed internal controls and financial reporting matters including
review of the unaudited interim financial information for the six months
ended 30 June 2020 and this interim report. The Group's external auditor
has carried out a review of the interim financial information in accordance
with the Hong Kong Standard on Review Engagements 2410 “Review of
Interim Financial Information Performed by the Independent Auditor of the
Entity” issued by the Hong Kong Institute of Certified Public Accountants.

APPRECIATION

On behalf of the Board, | would like to express my deepest appreciation for
all staff of the Group for their excellent contribution, thank our shareholders
for their trust and acknowledge our business partners for their support.

By Order of the Board
Zhou Wen Chuan
Executive Director and Chief Executive Officer

Hong Kong, 15 August 2020



BIOGRAPHY OF DIRECTORS AND SENIOR MANAGEMENT
EXECUTIVE DIRECTORS

Mr. Zhou Xuzhou, aged 64, was appointed as an Executive Director
of the Company on 30 August 2013, was appointed as the Chairman of
the Company on 23 September 2013 and was re-designated to the Co-
Chairman of the Company on 20 June 2019. He is the Chairman of the
Nomination Committee and a member of the Strategic Committee of the

Company.

Mr. Zhou obtained a master degree from the University of Wuhan (EZ X 2)
in 1985. He is the founder and Chairman of the Board of Directors, Chief
Executive Officer and the sole shareholder of U-Home Group Limited*(F
¥ £ EEHRAQF]). UHome Group Limited is a company incorporated under
the laws of the PRC and, together with over twenty of its subsidiaries,
is principally engaged in real estate development, financial investment,
property management and hotel management in various cities in the PRC.

Mr. Zhou, through subsidiaries wholly owned by him, has started his real
estate business since 1992. Mr. Zhou is primarily responsible for leading the
strategic planning and business development of the Group and overseeing
all key aspects of the operations of the Group, including financial
management and project development business. He has over 25 years of
experience in the property industry. Mr. Zhou is the father of Ms. Zhou Wen
Chuan.

Dr. Zeng Wentao, aged 57, was appointed as an Independent Non-
Executive Director of the Company on 18 October 2017, and was re-
designated as an Executive Director of the Company on 27 May 2019 and
was appointed as the Co-Chairman of the Company on 20 June 2019. He
is a member of the Remuneration Committee and the Strategic Committee of

the Company.

*  For identification purpose only
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Dr. Zeng graduated from Wuhan University with a doctorate degree in
Economics. Dr. Zeng founded Hainan Sanyou Real Estate Company Limited
(B =KEMEBMRAF) in Hainan in 1990 and acted as its general
manager. In 1995, he founded Wuhan Yinhai Property Company Limited
(BZEIRBEFE BB A 7F]), which was principally engaged in real estate
development and technology investment, and acted as its chief executive
officer. He is the chief executive officer of Zhongjia Capital (Wuhan)
Investment Management Company Limited (FIME R (FZ)IREEEERA
A]) since March 2017. He is a part-time professor of Zhongnan University of
Economics and Law (PR EBUEAXE), a member of Zhongnan University
of Economics and Law Education Foundation (PRI EEAAEHEHE S
2) and a standing council member of Dong Fureng Foundation (E#3E
©). He was the vice-chairman of 12th and 13th Federation of Industry
and Commerce of Wuhan City (BUZ L% ) and a member of the 11th
and 12th People’s Consultative Conference of Wuhan City. Dr. Zeng has
been a Counselor of the Healthcare Industry Union of Wuhan University
Alumni Entrepreneur Association (%K S & 1b 3 5 H & [ 57 & 5 B
B), an organisation dedicated to the promotion of the co-operations in
the healthcare industry among entrepreneurs who are alumni of Wuhan
University, since July 2017. By taking this position, Dr. Zeng has gained an
understanding of the healthcare business and has built good relationships
with certain entrepreneurs and market players in the healthcare industry.
In 2018, Dr. Zeng was appointed as a researcher in health economics of
Dong Fureng Economic & Social Development School of Wuhan University
(FERBEHNCETEEEMRRIERELESZMAE), which demonstrated
the recognition of Dr. Zeng's knowledge in health economics by the said
organisation and has enabled Dr. Zeng to use his managerial experience to

contribute to the research work in the health economics area.



Ms. Zhou Wen Chuan, aged 36, was appointed as an Executive
Director of the Company on 30 August 2013 and was appointed as a Chief
Executive Officer on 23 September 2013.

Ms. Zhou obtained a master degree in Business Administration from the
Chinese University of Hong Kong in 2011, and a master degree in Food
Science and a bachelor degree in Science in Food Nutrition and Health
from the University of British Columbia in 2008 and 2007 respectively. Ms.
Zhou is the daughter of Mr. Zhou Xuzhou.

NON-EXECUTIVE DIRECTOR

Dr. Mao Zhenhua, aged 56, was appointed as a Non-Executive Director
of the Company on 5 October 2015. He is the Chairman of the Strategic
Committee and a member of the Audit Committee of the Company.

Dr. Mao is currently the Chairman of China Chengxin Credit Management
Co., Ltd. (“China Chengxin”), Professor of Renmin University of China,
Chairman of the Institute of Economic Research of Renmin University of
China, Professor of Wuhan University and Dean of Dong Fureng Economic
& Social Development School of Wuhan University. Dr. Mao graduated
from Wuhan University with a doctorate degree in Economics. Dr. Mao had
carried out economic analysis and policies research for Hubei Provincial
Government, Hainan Provincial Government and Research Office of the

State Council.

Dr. Mao founded China Chengxin in 1992. He acted as its General
Manager, Chairman and General Manager, Chief Executive Officer,
Chairman. He was the major shareholder and controller of China Cheng
Xin International Credit Rating Co., Ltd.. Under the leadership of Dr. Mao,
China Chengxin has become a company specialising in credit services and
a comprehensive enterprise group principally engaging in the business of
investing in banks, real estates and industries.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Gao Guanjiang, aged 67, was appointed as an Independent Non-
Executive Director of the Company on 30 August 2013. He is the Chairman
of the Remuneration Committee and a member of the Audit Committee of the

Company.

Mr. Gao graduated from the Wuhan University (EU£KX2) with a Ph. D
in Economics. Mr. Gao has over 22 years of experience in commercial
banking, investment banking, business administration and securities and

finance.

Professor Chau Chi Wai, Wilton, aged 58, was appointed as an
Independent Non-Executive Director of the Company on 30 August 2013.
He is the Chairman of the Audit Committee, a member of the Remuneration

Committee and a member of the Nomination Committee of the Company.

Professor Chau obtained a doctoral degree in business administration, a
master degree in business administration, a bachelor degree in laws and
a bachelor degree in science. He is a fellow member of the Chartered
Association of Certified Accountants (UK). Professor Chau is currently the
Chairman of Pan Asia Venture Development Platform and a Vice Chairman
of Hong Kong Biotechnology Organisation. He is also a Professor of Practice
in Entrepreneurship in the Chinese University of Hong Kong, an Adjunct
Professor of the National University of Singapore Business School and
Shenzhen Finance Institute. Professor Chau has over 30 years of experience
in direct investment and venture capital.

Mr. Wu Peng, aged 38, was appointed as an Independent Non-
Executive Director of the Company on 27 May 2019. He is a member of the

Nomination Committee of the Company.



Mr. Wu graduated from Tsinghua University ((EZXZ) with a bachelor
degree in information system in July 2004 and a doctorate degree (with
the supply chain management as key research area) in January 2010.
From September 2005 to January 2010, Mr. Wu worked as a research
assistant in the Humanities Key Research Base of the Ministry of Education
(B BAXAEI EZFFLEM) of the PRC and the Research Center for
Contemporary Management Tsinghua University (/&% K2R R E L
FEH L), where he participated in the study of pharmaceutical products
supply chain management strategies. In this position, Mr. Wu conducted
investigations and researches on the production and operation process
of a number of large-sized pharmaceutical companies in the PRC, and
gained a good understanding of their supply chain management. From
March 2010 to November 2012, Mr. Wu was a lecturer at the College of
Business Administration of South China University of Technology (((F¥E T
REBIREELM) and was mainly involved in teaching and the research of
green supply chain management. During this period, from November 2010
to April 2012, Mr. Wu was also a postdoctoral at The Martin Centre for
Architectural and Urban Studies of University of Cambridge, where he was
engaged in low-carbon supply chain and low-carbon urban planning and
design research work. Since December 2012, Mr. Wu has been teaching
green supply chain management and engaging in the research work in
this area in the Business School of Sichuan University, first as an associate
professor from December 2012 to September 2017 and subsequently as a
professor since September 2017. During a five-year period from 2012 to
2017, Mr. Wu was involved in an industrial chain optimisation consulting
project, through which he further gained experience in the supply chain
management research area. Mr. Wu has been a Counselor of the Society of
Management Science and Engineering of China (TEEERIZMHTRESE
%) since October 2018.
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SENIOR MANAGEMENT

Mr. Li Shu Pai, aged 43, was appointed as the Chief Financial Officer
and the Company Secretary of the Company on 30 July 2019. He has
over 17 years of experience in auditing, corporate finance and financial
management. Mr. Li had been the chief financial officer and company
secretary of Perfectech International Holdings Limited (Stock Code: 765).
Also, Mr. Li had been chief financial officer and joint company secretary
of Chutian Dragon Corporation Limited. Before that, Mr. Li served as the
chief financial officer in R2Game Co., Limited and earlier the deputy chief
financial officer in Beijing Tong Ren Tang Chinese Medicine Company
Limited (Stock Code: 3613). In addition, Mr. Li had worked for an

international audit firm and various investment banks.

Mr. Li graduated from the City University of Hong Kong with a bachelor
degree in business administration and obtained his executive master
degree in business and administration from the Hong Kong University of
Science and Technology. He is a fellow member of the Hong Kong Institute
of Certified Public Accountants and a fellow member of the Association of
Chartered Certified Accountants.



INDEPENDENT REVIEW REPORT

I -
‘I
ZHONGHUI

To the board of directors of

Meilleure Health International Industry Group Limited
(Incorporated in Bermuda with limited liability)

INTRODUCTION

We have reviewed the interim financial information set out on pages 53
to 88 which comprises the interim condensed consolidated statement of
financial position of Meilleure Health International Industry Group Limited (the
“Company”) and its subsidiaries (collectively referred to as the “Group”) as
at 30 June 2020 and the related interim condensed consolidated statement
of profit or loss, interim condensed consolidated statement of comprehensive
income, interim condensed consolidated statement of changes in equity
and interim 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.
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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 inquiries, 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.

CONCLUSION

Based on our review, nothing has come to our attention that causes us to
believe that the interim financial information is not prepared, in all material
respects, in accordance with HKAS 34.

Without modifying our review conclusion, we draw to your attention that the
comparative interim financial information for the six months ended 30 June
2019 has not been reviewed in accordance with standards applicable to

review engagements issued by the HKICPA.

ZHONGHUI ANDA CPA Limited
Certified Public Accountants

Sze Lin Tang

Practising Certificate Number P03614

Hong Kong
15 August 2020



INTERIM CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS

For the six months ended 30 June 2020

REVENUE

Cost of sales

Gross profit

Fair value (loss)/gain on investment properties

Gain on partial disposal of investment in an
associate

Other income and gains, net

Selling and distribution expenses

Administrative expenses

Impairment losses on financial assefs, net

Other expenses

Finance costs

Share of profits of associates

Share of losses of joint ventures

PROFIT BEFORE TAX

Income tax expense
PROFIT FOR THE PERIOD

Attributable to:
Owners of the parent
Non-controlling interests

EARNINGS PER SHARE ATTRIBUTABLE TO
ORDINARY EQUITY HOLDERS OF THE
PARENT

- Basic and diluted

Notes

10

For the six months

ended 30 June
2020 2019
HKS$’000 HK$'000
(Unaudited) (Unaudited)
133,289 108,594
(82,485) (64,535)
50,804 44,059
(10,495) 28,466
31,713 -
12,635 3,642
(2,725) (1,060)
(18,431) (19,853
(432) (542)
- (2,292)
(6,835) (6,468)
2,535 3,476
(140) -
58,629 49428
(15,720) (10,216
42,909 39,212
42,543 41,102
366 (1,890)
42,909 39,212
HK1.00 cents HK1.01 cents
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF

COMPREHENSIVE INCOME
For the six months ended 30 June 2020

For the six months
ended 30 June

2020 2019
HK$’000 HK$’000
(Unaudited) (Unaudited)
PROFIT FOR THE PERIOD 42,909 39,212
OTHER COMPREHENSIVE LOSS
Other comprehensive loss that may be
reclassified to profit or loss in
subsequent periods:
Exchange differences on translation of
foreign operations (17,316) (2,493)
Other comprehensive loss that will not be
reclassified to profit or loss in subsequent
periods:
Equity investments designated at fair value
through other comprehensive income:
Changes in fair value (8,154) -
OTHER COMPREHENSIVE LOSS FOR
THE PERIOD, NET OF TAX (25,470) (2,493)
TOTAL COMPREHENSIVE INCOME
FOR THE PERIOD 17,439 36,719
Attributable to:
Owners of the parent 17,060 39,255
Non-controlling interests 379 (2,5396)
17,439 36,719




INTERIM CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL

POSITION
At 30 June 2020

Notes

NON-CURRENT ASSETS
Property, plant and equipment
Investment properties 10
Right-of-use assets 11
Goodwill
Other intangible assets
Investments in associates 12
Investments in joint ventures
Equity investments designated at

fair value through other

comprehensive income
Derivative financial instruments 12
Deferred tax assets

Total non-current assets

CURRENT ASSETS

Inventories

Land held for development

Trade receivables 13
Prepayments, deposits and other receivables 14
Amounts due from related parties 19(c)

Tax recoverable

Financial assets at fair value
through profit or loss

Pledged bank deposits

Cash and cash equivalents

Investment property held for sale

Total current assets

30 June 31 December
2020 2019
HK$’000 HK$’000
(Unaudited) (Audited)
1,825 2,060
573,492 594,177
14,892 18,126
32,239 32,239
239 369
50,336 74,839
63,637 65,032
25,101 33,825
482 -
3,441 3,372
765,684 824,039
12,664 8,048
213,312 216,177
99,567 104,689
195,382 31,685
94 -
1,122 1,537
207,436 285,723
- 80,276
152,527 156,229
882,104 884,364
5,345 5,450
887,449 889,814
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CURRENT LIABILITIES

Trade payables

Other payables and accruals
Amounts due to related parties

Lease liabilities

Bank borrowings

Tax payables

Total current liabilities

NET CURRENT ASSETS

TOTAL ASSETS LESS
CURRENT LIABILITIES

NON-CURRENT LIABILITIES

Lease liabilities

Bank borrowings
Deferred tax liabilities
Other non-current liabilities

Total non-current liabilities

NET ASSETS

EQUITY

Equity attributable to owners
of the parent

Share capital
Reserves

Non-controlling interests

TOTAL EQUITY

Notes

30 June 31 December
2020 2019
HKS$’000 HK$'000
(Unaudited) (Audited)
1,014 1,420
39,211 41,891
6,812 7,062
7,515 7,349
114,580 178,776
14,844 5,991
183,976 242,489
703,473 647,325
1,469,157 1,471,364
8,086 11,390
116,757 131,855
54,981 56,866
5,485 5,593
185,309 205,704
1,283,848 1,265,660
42,718 42,718
1,234,696 1,216,887
1,277,414 1,259,605
6,434 6,055
1,283,848 1,265,660
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INTERIM CONDENSED CONSOLIDATED STATEMENT OF CASH

FLOWS
For the six months ended 30 June 2020

Net cash flows (used in)/generated
from operating activities

Net cash flows generated from/
(used in) investing activities

Net cash flows (used in)/generated from
financing activities

NET DECREASE IN CASH AND CASH
EQUIVALENTS

Cash and cash equivalents at
beginning of the period

Effect of foreign exchange
rate changes, net

CASH AND CASH EQUIVALENTS
AT END OF THE PERIOD

For the six months
ended 30 June

2020 2019
HKS$’000 HK$'000
(Unaudited) (Unaudited)
(29,335) 44,525
30,459 (468,004)
(3,237) 402,639
(2,113) (20,840)
156,229 161,142
(1,589) (64)
152,527 140,238




NOTES TO INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS
For the six months ended 30 June 2020

GENERAL INFORMATION

Meilleure Health International Industry Group Limited (the “Company”) is a
limited liability company incorporated in Bermuda. The registered office of
the Company is located at Clarendon House, 2 Church Street, Hamilton HM
11, Bermuda and its principal place of business is Unit 2906, Tower 1, Lippo
Centre, 89 Queensway, Admiralty, Hong Kong. The Company’s shares are
listed on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

The directors of the Company regard ultimate controlling party of the Company
to be Mr. Zhou Xuzhou.

During the six months ended 30 June 2020, the Company and its subsidiaries
(collectively referred to as the “Group”) were mainly involved in the following
principal activities:

o Trading business — Trading of construction materials;

° Agency service — Real estate and construction materials agency services;
o Property development — Development of residential properties;

o Property investment and leasing; and

o Healthcare related business — Health management service, sales of

healthcare products and healthcare products agency services.
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BASIS OF PREPARATION

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

The interim condensed consolidated financial statements do not include all the
information and disclosures required in the annual financial statements, and
should be read in conjunction with the Group’s annual consolidated financial
statements for the year ended 31 December 2019.

PRINCIPAL ACCOUNTING POLICIES

The interim condensed consolidated financial statements have been prepared on
the historical cost basis except for investment properties and certain financial
instruments, which are measured at fair value.

The accounting policies adopted in the preparation of the interim condensed
consolidated financial statements are consistent with those applied in the
preparation of the Group’s annual consolidated financial statements for the year
ended 31 December 2019, except for the adoption of the following revised
Hong Kong Financial Reporting Standards (“HKFRSs”) for the first time for the

current period’s financial information.
p

Adoption of the revised Hong Kong Financial Reporting Standards

Amendments to HKFRS 3 Definition of a Business
Amendments to HKFRS 9, Interest Rate Benchmark Reform
HKAS 39 and HKFRS 7
Amendments to HKAS 1 Definition of Material
and HKAS 8
Amendments to HKFRS 16~ COVID-19-Related Rent Concessions (early
adopted)



Other than as explained below regarding the impact of Amendments to HKFRS
16 COVID-19-Related Rent Concessions, the application of all the other revised
standards does not have any impact on the amounts reported and/or disclosures
set out in the Group's interim condensed consolidated financial statements. The
nature and impact of Amendments to HKFRS 16 is described below:

Amendment to HKFRS 16 provides a practical expedient for lessees to elect
not to apply lease modification accounting for rent concessions arising as a
direct consequence of the COVID-19 pandemic. The practical expedient applies
only to rent concessions occurring as a direct consequence of the COVID-19
pandemic and only if (i) the change in lease payments results in revised
consideration for the lease that is substantially the same as, or less than, the
consideration for the lease immediately preceding the change; (ii) any reduction
in lease payments affects only payments originally due on or before 30 June
2021; and (iii) there is no substantive change to other terms and conditions
of the lease. The amendment is effective retrospectively for annual periods
beginning on or after 1 June 2020 with earlier application permitted.

During the six months ended 30 June 2020, certain monthly lease payments for
the leases of the Group’s office premises have been reduced or waived by the
lessors as a result of the COVID-19 pandemic and there are no other changes
to the terms of the leases. The Group has early adopted the amendment on 1
January 2020 and elected not to apply lease modification accounting for all
rent concessions granted by the lessors as a result of the COVID-19 pandemic
during the six months ended 30 June 2020. Accordingly, a reduction in the
lease payments arising from the rent concessions of HK$141,000 has been
accounted for as a variable lease payment by derecognising part of the lease
liabilities and crediting to profit or loss.
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OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised into business units based
on their products and services and has five reportable operating segments as
follows:

(a)  Trading business — Trading of construction materials;

(b)  Agency service — Real estate and construction materials agency services;
(c)  Property development — Development of residential properties;

(d)  Property investment and leasing; and

(e) Healthcare related business — Health management services, sales of
healthcare products and healthcare products agency service.

Management monitors the results of the Group’s operating segments separately
for the purpose of making decisions about resources allocation and performance
assessment. Segment performance is evaluated based on reportable segment
profit or loss, which is a measure of adjusted profit or loss before tax. The
adjusted profit or loss before tax is measured consistently with the Group's
profit before tax except that share of profits or losses of associates and joint
ventures, gain on partial disposal of investment in an associate, loss on disposal
of investment properties held for sale, finance costs as well as head office and
corporate income and expenses are excluded from such measurement.

Segment assets include all assets but exclude deferred tax assets, tax
recoverable as well as other unallocated head office and corporate assets as
these assets are managed on a group basis.

Segment liabilities include all liabilities but exclude deferred tax liabilities, tax
payables as well as other unallocated head office and corporate liabilities as

these liabilities are managed on a group basis.

No asymmetrical allocations have been applied to reportable segments.



For the six months ended 30 June 2020 (Unaudited)

Property Healtheare
Trading ~ Agency  Property investment related
business service development and leasing  business
HKS’000  HK$'000  HK$'000  HK$'000  HK$'000

Segment revenue: (Note 5

Sales fo external customers 75,848 17,397 - 10,075 29,969
Segment results 10,779 14,291 (67) (1,022) 6,723
Reconciliation:

Gain on parial disposal of
investment in an associate

Unallocated income

Unallocated expenses

Share of profits of associates

Share of losses of joint ventures
Finance costs

Profit before tax

For the six months ended 30 June 2019 (Unaudited)

Property  Healthcare

Trading Agency Property  investment related

business service  development  and leasing business
HK$000 HK$'000 HK$000 HK$'000 HK$000

Segment revenue: (Nofe 5)
Sales to external customers 52,949 18,204 - 9744 27,697

Segment results 5,660 15,400 148 36,877 (860)

Reconciliation:

Unallocated income

Loss on disposal of investment
properies held for sale

Unallocated expenses

Share of profit of an associate

Finance coss

Profit before fax

Total
HK$’000
133,289

30,704

31,713
5,968
(5,316)
2,535
(140)
(6,835)

58,029

Total
HK$'000
108,594

57225

677

(1,226
(4,256)
3,476
(6,468)

49,428
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The following table presents the asset and liability information of the Group's
operating segments as at 30 June 2020 and 31 December 2019, respectively.

At 30 June 2020 (Unaudited)

Property Healtheare
Trading Agency  Property investment related
business service development and leasing  business Total
HKS'000  HK$000  HKS'000  HK$'000  HK$'000  HK$'000

Assets

Segment assets 385,021 4,775 224,023 590,743 222,822 1427384
Reconciliation:

Tax recoverable 1,122
Deferred tax assets 3,441
Unallocated corporate assefs 221,186
Total assets 1,653,133
Liabilities

Segment liabilties 38,660 - 1177 149,903 44,030 233,770
Reconciliation:

Tax payables 14,844
Deferred tox liabilities 54,981
Unallocated corporcte liabilifies 65,690
Total liabilities 369,285



At 31 December 2019 (Audited)

Trading
business
HK$'000
Assets
Segment assefs 266,077
Reconciliation:
Tax recoverable
Deferred tax assefs
Unallocated corporate assets
Total assefs
Liabilities
Segment liabilities 45,667
Reconciliation:
Tax payables

Deferred tax liabilfies
Unallocated corporate liabilifies

Total liabilities

Property  Healthcare

Agency Property investment related
service  development  and leasing business
HK$'000  HK§'000 HK§'000  HK§'000

291 216,582 606,811 231,209

864 - 183,573 44,866

Total
HK$'000

1,320,970

1,537
3372
387,974

1713,853

244,970

5991
56,866
140,366

448,193
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REVENUE

An analysis of revenue is as follow:

Revenue from contracts
with customers
Sales of goods
Health management service income
Agency service income

Revenue from other sources
Rental income

For the six months
ended 30 June

2020 2019
HK$’000 HK$'000
(Unaudited) (Unaudited)
77,517 53,868
22,035 26,778
23,662 18,204
123,214 98,850
10,075 9,744
133,289 108,594




Disaggregated revenue information for revenue from contracts

with customers

For the six months ended 30 June 2020 (Unaudited)

Segments

Type of goods or services
Sales of goods

Health management services
Agency services

Total revenue from contracts
with customers

Locations of customers
Hong Kong

Mainland China

Others

Total revenue from contracts
with customers

Timing of revenue recognition
Goods transferred at a
point in time
Services transferred at a
point in time
Services transferred over time

Total revenue from contracts
with customers

Healthcare

Trading Agency related
business service business Total
HK$’000 HK$’000 HK$’000 HK$’000
75,848 - 1,669 77,517
- - 22,035 22,035
- 17,397 6,265 23,662
75,848 17,397 29,969 123,214
207 - 6,761 6,968
75,641 17,397 18,006 111,044
- - 5,202 5,202
75,848 17,397 29,969 123,214
75,848 - 1,669 77,517
- 17,397 6,265 23,662
- - 22,035 22,035
75,848 17,397 29,969 123,214
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For the six months ended 30 June 2019 (Unaudited)

Segments

Type of goods or services
Sales of goods
Health management services

Agency services

Total revenue from contracts
with customers

Locations of customers
Hong Kong
Mainland China

Total revenue from contracts
with customers

Timing of revenue recognition

Goods transferred at a
point in time

Services transferred at a
point in time

Services transferred over time

Total revenue from contracts
with customers

Healthcare

Trading Agency related
business service business Total
HK$'000 HK$'000 HK$'000 HK$'000
52,949 - 919 53,868
- - 26,778 26,778
- 18,204 - 18,204
52,949 18,204 27,697 98,850
473 - 10,092 10,565
52,476 18,204 17,605 88,285
52,949 18,204 27,697 98,850
52,949 - 919 53,868
- 18,204 - 18,204
. - 26,778 26,778
52,949 18,204 27,697 98,850




PROFIT BEFORE TAX

The Group’s profit before tax is stated after charging/(crediting) the following
items that are unusual because of their nature, size or incidence:

For the six months
ended 30 June

2020 2019
HK$’000 HK$'000
(Unaudited) (Unaudited)
Loss on disposal of investment
properties held for sale - 1,226
Impairment losses on financial assets, net:
- Trade receivables 432 542
Gain on partial disposal of investment
in an associate (31,713) -
Fair value gains on financial assets at fair
value through profit or loss (6,190) (2,130)
Foreign exchange losses, net 434 1,895
INCOME TAX

The Group calculates the income tax expense for the both periods using the tax
rates prevailing in the jurisdictions in which the Group operates.

Hong Kong profits tax has been provided at the rate of 16.5% (six months
ended 30 June 2019: 16.5%) on the estimated assessable profit arising in Hong
Kong for the period, except for one group entity operating in Hong Kong which
is a qualifying corporate under the two-tiered Profits Tax rate regime. For the
qualifying group entity, the first HK$2 million of assessable profits are taxed at
the rate of 8.25% and the remaining assessable profits are taxed at the rate of

16.5%.
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Enterprise Income Tax (“EIT”) of the People’s Republic of China (“PRC”) has
been provided at the rate of 25% (six months ended 30 June 2019: 25%) on
the estimated assessable profits arising in Mainland China for the period.

A group entity, which is non-tax resident enterprise in Australia, is subject to
Australia withholding tax at the tax rate of 10% (six months ended 30 June
2019: N/A) on the gross interest income arising from its loans provided to
another group entity, which is tax resident enterprise in Australia.

Taxes on profits assessable elsewhere have been calculated at the tax rates
prevailing in the countries in which the Group operates.

For the six months
ended 30 June

2020 2019
HK$’000 HK$°000
(Unaudited) (Unaudited)
Current income tax expense

- Hong Kong profits tax 1,504 136
- PRCEIT 14,525 4,145

- Australia withholding tax on interest
income 622 -
Deferred income tax (credit)/expense (931) 5,935
15,720 10,216




DIVIDENDS

The board of directors (the “Board”) of the Company does not recommend the
payment of an interim dividend for the six months ended 30 June 2020 (six
months ended 30 June 2019: Nil).

EARNINGS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY
HOLDERS OF THE PARENT

The calculation of the basic earnings per share amount is based on the
profit for the period attributable to ordinary equity holders of the parent of
HK$42,543,000 (six months ended 30 June 2019: HK$41,102,000) and the
weighted average number of ordinary shares of 4,271,752,636 (six months
ended 30 June 2019: 4,072,857,608) shares in issue during the period.

The computation of diluted earnings per share for the six months ended 30 June
2020 does not assume the exercise of the Company’s outstanding share options
as the exercise price of those options is not lower than the average market price
during the period from the date of grant of those options to 30 June 2020.

The basic and diluted earnings per share for the six months ended 30 June
2019 were the same as the Company had no potentially dilutive ordinary
shares in issue during the period.
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10.

11.

INVESTMENT PROPERTIES

Carrying amount

At 1 January 2020/1 January 2019
Disposals
Net (loss)/gain from a fair value adjustment
Transfer from held for sale
Classified as held for sale
Exchange realignment

Carrying amount
At 30 June 2020/31 December 2019

RIGHT-OF-USE ASSETS

Net carrying amount
At 1 January 2020/1 January 2019
Additions
Depreciation provided during the period/
year
Exchange realignment

Net carrying amount
At 30 June 2020/31 December 2019

30 June 31 December
2020 2019
HKS$’000 HK$'000
(Unaudited) (Audited)
594,177 586,522

- (1,397)

(10,495) 21,990

- 1,834

- (5,450)

(10,190) (9,322)
573,492 594,177

30 June 31 December
2020 2019
HKS$’000 HK$'000
(Unaudited) (Audited)
18,126 5,663

472 17,721
(3,538) (5,123)
(168) (135)
14,892 18,126




12.

*

INVESTMENTS IN ASSOCIATES AND DERIVATIVE FINANCIAL
INSTRUMENTS

During the six months ended 30 June 2020, the Group received dividend in
the amount of Chinese Yuan Renminbi (“RMB”) 25,550,000 (equivalent to
HK$28,301,000) (six months ended 30 June 2019: Nil) from Yunnan Hansu
Biotechnology Co., Ltd.* (EFZEZREMEHZER QA (“Yunnan Hansu”). In
addition, the Group disposed 4.55% equity interest in Yunnan Hansu for cash
consideration of RMB36,000,000 (equivalent to HK$39,876,000), resulting
in a gain on partfial disposal of investment in the associate in amount of
HK$31,713,000. After the disposal, the Group’s equity interest in Yunnan
Hansu was decreased from 25.55% to 21%. During the six months ended
30 June 2020, the Group have received RMB16,000,000 (equivalent to
HK$17,723,000). The remaining cash consideration (note 14(a)) shall be
received before 31 December 2020.

During the six months ended 30 June 2020, the Group subscribed the
registered capital of RMB50,000 (equivalent to HK$55,000) in Beijing Mei
Ai Kang Technology Co., Ltd.* (It RENERHZARAA) (“Mei Ai Kang”)
that carried out research and development on application of immune cells in
treatment of acquired immune deficiency syndrome, representing 5% equity
interest in Mei Ai Kang, with a consideration of RMB50,000 (equivalent to
HK$55,000). The Group then entered into a capital injection agreement
(the “Capital Injection Agreement”) pursuant to which the Group shall inject
RMB10,000,000 (equivalent to HK$11,077,000) in cash into Mei Ai Kang
of which RMB200,000 (equivalent to HK$222,000) will be contributed to
registered capital of Mei Ai Kang, and the remaining amount will be contributed
to its capital reserve. In addition, the registered capital and capital reserve of
Mei Ai Kang subscribed by the Group enjoys liquidation preference. After the
completion of the capital injection, the Group’s equity interest in Mei Ai Kang
increased from 5% to 20.83%. The cash consideration of RMB10,000,000
(equivalent to HK$11,077,000) was paid on 29 April 2020.

Pursuant to the Capital Injection Agreement, Mei Ai Kang also granted the
Group the following rights, which resulted in the seperate recognition of call
options amounting to HK$487,000:

1. right to inject not more than RMB10,000,000 into Mei Ai Kang before 31
December 2021 upon the fulfilment of certain conditions, which resulted
in the increase in the Group's equity interest in Mei Ai Kang to 30%; and

2. right to further inject RMB10,000,000 into Mei Ai Kang before 30 June
2022, which resulted in the further increase in the Group’s equity interest
in Mei Ai Kang to 37%.

For identification purpose only
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13.

14.

TRADE RECEIVABLES

An ageing analysis of the trade receivables as at the end of the reporting

period, based on the invoice date and net of loss allowance, is as follows:

30 June 31 December

2020 2019

HKS$’000 HK$'000

(Unaudited) (Audited)

Within 1 month 40,275 19,643
1 to 3 months 39,382 45,636
Over 3 months 19,910 39,410
99,567 104,689

PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES

30 June 31 December
2020 2019
HK$’000 HK$°000
(Unaudited) (Audited)

Current assets:
Other receivables (note (a)) 38,349 12,710
Other tax recoverable 6,823 8,100
Prepayments 59,473 9,850
Deposits 1,224 1,025
Loan receivables (note (b)) 87,758 -
Loan interest income receivables (note (b)) 1,755 -
195,382 31,685




15.

Notes:

(@) As at 30 June 2020, included in other receivables is consideration
receivable with carrying amount of HK$21,939,000 (31 December 2019:
Nil) arising from partial disposal of investment in Yunnan Hansu during
the six months ended 30 June 2020. The details of the partial disposal of
investment in Yunnan Hansu is disclosed in note 12.

(b) As at 30 June 2020, loan receivables with carrying amount of
HK$87,758,000 (31 December 2019: Nil) are denominated in RMB,
unsecured and bearing fixed interest rate of 8% per annum. The entire
amount of principal and interest shall be received in full in October 2020.

TRADE PAYABLES

An ageing analysis of the trade payables as at the end of the reporting period,
based on the invoice date, is as follows:

30 June 31 December

2020 2019

HK$’000 HK$'000

(Unaudited) (Audited)

Within 3 months 902 1,416

3 to 6 months 71 -

6 to 12 months 37 -
Over 1 year 4

1,014 1,420
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16.

17.

BANK BORROWINGS

During the six months ended 30 June 2020, the Group obtained bank
loan amounting to HK$9,969,000 as additional working capital, and
made repayment of bank borrowings of HK$86,087,000. The new loan is
denominated in RMB, bearing fixed interest rate of 6.09% per annum and
repayable in full in 2021.

SHARE CAPITAL

30 June 2020 31 December 2019
(Unaudited) [Audited)
Number of Amount Number of Amount
shares HK$'000 shares HK$'000
Authorised:
Ordinary shares of HK$0.01 each
At 1 January 2019, 31 December 2019,
1 Jonuary 2020 and 30 June 2020 10,000,000,000 100,000  10,000,000,000 100,000
Issued and fully paid:
Ordinary shares of HK$0.01 each
At 1 January 2020/1 January 2019 4,271,752,636 42,718 3911,752,636 39,118
Placing of shares (nofe [a)) - - 360,000,000 3,600
At 30 June 2020/31 December 2019 4,271,752,636 42,718 4,271,752,636 42,718

Note:

(a) In April 2019, the Company completed the placing of new shares under
general mandate. A total of 360,000,000 ordinary shares have been
issued with a par value of HK$0.01 each. The placing price of HK$0.91
per share has led to the increase in share capital and share premium of
approximately HK$3,600,000 and HK$324,000,000 (before deduction

of share issue expenses) respectively.

All new shares issued during the year ended 31 December 2019 rank pari
passu in all respects with the existing shares.



18. SHARE-BASED PAYMENTS

The Company’s share option scheme (the “Share Option Scheme”) was adopted
pursuant to a resolution passed on 20 June 2019, which will expire on 19
June 2029, for the primary purpose of providing incentives to employees,
executives, officers or directors of the Group, its invested entities and substantial
shareholders; and advisors, consultants, agents, suppliers, customers,
distributors, contractors, business partners and joint venture partners of the
Group.

The following table discloses movements of share options granted to (i) certain
directors, certain employees, certain sale agents and a management consultant
of the Group; and (ii) certain directors and senior management of invested
entities of the Group during the period:

Number of
share options

Outstanding as at 1 January 2020 -

Granted during the period 79,248,000
Lapsed during the period (204,000)
Outstanding as at 30 June 2020 79,044,000

No options were exercised or cancelled during the six months ended 30 June
2020 (six months ended 30 June 2019: N/A).

Share-based payment was recognised over the vesting period based on the
management’s estimation of the timing when the vesting conditions are met. The
total expense recognised in interim condensed consolidated statement of profit
or loss for share options granted to (i) certain directors, certain employees,
certain sale agents and a management consultant of the Group; and (ii) certain
directors and senior management of invested entities of the Group for the six
months ended 30 June 2020 was HK$749,000 (six months ended 30 June
2019: N/A).
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On 12 May 2020, the Company proposed to grant 18,000,000 share options
at the exercise price of HK$0.33 per share to a director pursuant to the Share
Option Scheme. At the special general meeting held on 24 June 2020 (the “Date
of SGM”), the resolution in respect of approving the proposed grant of share
options to such director was duly passed by the independent shareholders of
the Company by the way of poll. The share options granted to the director will
be expired 10 years after the Date of SGM (i.e. 23 June 2030). Subject to the
fulfilment of certain annual performance targets as determined by the Board,
25% of the options will be vested after 12 months of the Date of SGM; 25%
of the options will be vested after 24 months of the Date of SGM; 25% of the
options will be vested after 3¢ months of the Date of SGM; and the remaining
25% of the options will be vested after 48 months of the Date of SGM.

On the same date, the Company granted 61,248,000 share options at the
exercise price of HK$0.33 per share to (i) a director, certain employees,
certain sale agents and a management consultant of the Group; and {ii) certain
directors and senior management of invested entities of the Group under the
Share Option Scheme. The share options granted will be expired 10 years
after the date of acceptance of offer of granting share options (the “Date of
Acceptance”) (i.e. 11 May 2030). There were six types of vesting schedule for
above share options, which are:

(a) Subject to the fulfilment of certain annual performance targets as
determined by the Board, 25% of the options will be vested after 12
months of the Date of Acceptance; 25% of the options will be vested after
24 months of the Date of Acceptance; 25% of the options will be vested
after 36 months of the Date of Acceptance; and the remaining 25% of the
options will be vested after 48 months of the Date of Acceptance;

(b)  Subject to the fulfilment of certain annual performance targets as
determined by the Board, one-third of the options will be vested after 24
months of the Date of Acceptance; one-third of the options will be vested
after 36 months of the Date of Acceptance; and the remaining one-third of
the options will be vested after 48 months of the Date of Acceptance;

(c) Subject to the fulfilment of certain annual performance targets as
determined by the Board, 25% of the options will be vested after 24
months of the Date of Acceptance; 25% of the options will be vested after
36 months of the Date of Acceptance; 25% of the options will be vested
after 48 months of the Date of Acceptance; and the remaining 25% of the
options will be vested after 60 months of the Date of Acceptance;



(d) 25% of the options will be vested after 12 months of the Date of
Acceptance; 25% of the options will be vested after 24 months of the Date
of Acceptance; 25% of the options will be vested after 36 months of the
Date of Acceptance; and the remaining 25% of the options will be vested
after 48 months of the Date of Acceptance;

(e) 25% of the options will be vested after 24 months of the Date of
Acceptance; 25% of the options will be vested after 36 months of the Date
of Acceptance; 25% of the options will be vested after 48 months of the
Date of Acceptance; and the remaining 25% of the options will be vested
after 60 months of the Date of Acceptance; and

()  Share option shall be vested immediately upon the fulfilment of certain
vesting conditions.

During the six months ended 30 June 2020, 61,248,000 share options and
18,000,000 share options were granted on 12 May 2020 and 24 June 2020
respectively. The fair value of the options determined at the dates of grant under
the Binomial model were HK$10,696,000 and HK$3,505,000 respectively.

The following assumptions were used to calculate the fair values of share

options:

Grant date 12 May 2020 24 June 2020
Share price on grant date HK$0.33 HK$0.33
Exercise price HK$0.33 HK$0.33
Expected life 10 years 10 years
Expected volatility 58.66% 58.74%
Expected dividend yield Nil Nil
Annual risk-free interest rate 0.66% 0.70%
Suboptimal factor 2.2102.8 2.8
Expected post-vesting forfeiture rate 0% to 8.57% 0%

The Binomial model has been used to estimate the fair value of the options. The
variables and assumptions used in computing the fair value of the share options
are based on the directors’ best estimate. Changes in variables and assumptions
may result in changes in the fair value of the options.

At the end of each reporting period, the Group revises its estimates of the
number of options that are expected to vest ultimately. The impact of the revision
of the estimates, if any, is recognised in profit and loss, with a corresponding
adjustment to the share option reserve.
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19. RELATED PARTY TRANSACTIONS

(a) In addition to the transactions detailed elsewhere in this interim
condensed consolidated financial statements, the Group had the following
transactions with related parties during the period:

For the six months
ended 30 June

2020 2019
Notes HK$’000 HK$'000
(Unaudited) (Unaudited)
Fellow subsidiaries:
Sales commission income (i) 17,397 18,151
Rental income (ii) 276 240
Consultancy fee (iii) - 184
Hotel accommodation fee (iv) - 174
Sale of products (v) 39 -
Joint venture:
Purchase of products (vi) 545 -
Associate:
Purchase of products (vi) 33 -
Directors of the Company:
Health management
service income (vii) 221 30
Related company:
Health management
service income (viii) - 176

Notes:

i The Group provided real estate property agency services to real
estate development companies owned and controlled by Mr. Zhou
Xuzhou, the controlling shareholder of the Company. The service
income is based on the transaction value with commission ratio of 1%
to 2.5% (six months ended 30 June 2019: 1% to 2.5%).

ii. The Group leased part of its commercial office unit and office
equipments to Yee Sheng Enterprises Company Limited, controlled
by Mr. Zhou Xuzhou, at the price similar to other third parties.



*

vi.

vii.

viii.

The medical service was procured from Clinique Eden Suisse SA,
owned and controlled by Mr. Zhou Xuzhou, according to the
published prices and condition offered to its major customers.

Hotel accommodation service was provided from BT Gestion
SA, owned and controlled by Mr. Zhou Xuzhou for the Group’s
customers in healthcare related business.

The sales to fellow subsidiaries were made according to the
published prices and conditions offered to the major customers of
the Group.

The purchases from an associate and a joint venture were made
according to the published prices and conditions offered by them to
their major customers.

The directors of the Company received health management services
from the Group.

The Group provided health management service to Shenzhen
Xiaozhou Investment Company Limited* (FIITTEEAIREHR A A)
owned and controlled by Ms. Zhou Wen Chuan, the director of the
Company.

(b)  Other transactions with related parties:

As at 30 June 2020 and 31 December 2019, certain of the Group’s bank
borrowings were secured by personal guarantee provided by Mr. Zhou
Xuzhou, who is the controlling shareholder of the Company.

(c)  Outstanding balances with related parties:

The Group’s balances due from an associate of HK$55,000, fellow
subsidiaries of HK$33,000 and a joint venture of HK$6,000 (31
December 2019: Nil) as at the end of the reporting period are
unsecured, interest-free and have no fixed terms of repayment.

The Group’s balance due to a joint venture of HK$5,840,000 and
a fellow subsidiary of HK$972,000 (31 December 2019: a joint
venture of HK$6,067,000, fellow subsidiaries of HK$992,000 and
a related party of HK$3,000) as at the end of the reporting period
are unsecured, interest-free and have no fixed terms of repayment.

For identification purpose only
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20.

(d)  Compensation of key management personnel of the Group:

For the six months
ended 30 June

2020 2019

HK$’000 HK$°000

(Unaudited) (Unaudited)

Short term employee benefits 3,976 1,825

Post-employment benefits 128 18

Equity-settled share option expense 359 -
Total compensation paid to

key management personnel 4,463 1,843

FAIR VALUE MEASUREMENTS

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.



(a)

Disclosures of level in fair value hierarchy at 30 June 2020 (Unaudited):

Fair value measurements using:
Description Level 1 Level 2 Level 3 Total
HK$’000 HK$’000 HKS$’'000 HK$’000

Recurring fair value
measurements:

Equity investments designated
at fair value through other
comprehensive income
-Unlisted equity investments

Financial assets at fair value
through profit or loss

12,255 12,846 25,101

~Unlisted fund investments - 190,488 - 190,488

~Investments in financial products - 16,948 - 16,948
Derivative financial instruments

~Call options - - 482 482

Total recurring fair value
measurements

219,691 13,328 233,019

Disclosures of level in fair value hierarchy at 31 December 2019

(Audited):

Fair valve measurements using:
Description Level 1 Level 2 Level 3 Total

HK$'000 HK$'000 HK$'000 HK$'000

Recurring fair value
measurements:
Equity investments designated
at fair value through other
comprehensive income
~Unlisted equity investments - 33,825 - 33,825
Financial assets at fair value
through profit or loss
~Unlisted fund investments - 280,298 - 280,298
~Investments in financial products - 5,425 - 5,425

Total recurring fair value
measurements - 319,548 - 319,548
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(b)

Reconciliation of assets measured at fair value based on

Level 3:
Equity
investments
designated
at fair value
through other Derivative
comprehensive financial
Description income instruments Total
HK$’000 HK$’000 HK$’000

(Unaudited) (Unaudited) (Unaudited)

At 1 Janvary 2020 - - -

Transfer from Level 2 to Level 3 20,921 - 20,921
Arising from subscription of equity interest
in an associate (note 12) - 487 487
Total gains or losses recognised in other
comprehensive income (8,075) (5) (8,080)
At 30 June 2020 12,846 432 13,328

There were no movements in fair value measurements within Level 3

during the six months ended 30 June 2019.

Included in total gains or losses recognised in other comprehensive
income is (i) a loss of HK$8,154,000 and a gain of HK$79,000 relating
to equity investments designated at fair value through other comprehensive
income held at the end of the current reporting period and are reported
as changes of ‘fair value reserve’ and ‘exchange fluctuation reserve’
respectively; and (ii) a loss of HK$5,000 relating to derivative financial
instruments held at the end of the current reporting period and is reported
as changes of ‘exchange fluctuation reserve’.

The transfer from Level 2 to Level 3 for an equity investment designated
at fair value through other comprehensive income during the six months
ended 30 June 2020 is due to a lack of observable market data.

Other than the transfer disclosed above, there were no transfers of fair
value measurements between Level 1 and Level 2 and no other transfers
into or out of Level 3 for financial assets during the both periods.



(c)

Disclosure of valuation process used by the Group and valuation
techniques and inputs used in fair value measurements:

The management of the Group is responsible for the fair value
measurements of assets and liabilities required for financial reporting
purposes, including Level 3 fair value measurements. The management of
the Group reports directly to the Board for these fair value measurements.
Discussions of valuation processes and results are held between the
management of the Group and the Board at least twice a year for interim
and annual financial reporting.

For Level 3 fair value measurements, the Group will normally engage
external valuation experts with the recognised professional qualifications
and recent experience to perform the valuations.

Level 2 fair value measurements

Fair value as at

Valuation technique 30 June 31 December

Description and key input 2020 2019

HK$’000 HK$'000

(Unaudited) (Audited)

Unlisted equity Recent transaction prices of 12,255 33,825

investments similar deals

Unlisted fund Net asset value indicated 190,488 280,298

investments on the net asset value

statement issued by the
fund custodian

Investments in financial ~ Market price of investments 16,948 5,425
products in financial products
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Level 3 fair value measurements

Valuation Unobservable
Description technique inputs Range

Unlised ~ Valuation ~ Average priceo- 30 June 2020:
equity multiples ~ sales multiple 3.7 10 15.47
investments of peers (31 December

2019: N/A)

Discount for 30 June 2020:

lack of 25%
marketability (31 December
2019: N/A

Derivative  Black- Expected 30 June 2020:

financiol ~ Scholes  volafility 43% to 44%

instruments - option (31 December

Call options ~pricing 2019: N/A|
model

Effect on fair

value for Fair value as at
increase of 30 June 31 December
inputs 2020 2019

HK$000 HK$000
(Unaudited) [Audited)

Increase 12,846 -
Decrease
Increase 482 -



21.

CONTINGENT LIABILITIES

As at 30 June 2020, the Group had an outstanding lawsuit which was
initiated by Ms. Feng against, among others, La Clinique de Paris (HK) Limited
(“LCDPHK"), an indirect non-wholly-owned subsidiary of the Company.

On 1 November 2016, a writ of summons was issued by Ms. Feng against
LCDPHK, and two other co-defendants, claiming that she has suffered from
personal injury, loss and damage which was allegedly caused by the medical
negligence and/or breach of contract and/or misrepresentation on the part of
LCDPHK and the co-defendants, and that LCDPHK and the co-defendants were
vicariously liable in the treatment and care given by its employees, servants,
agents and/or representatives to Ms. Feng (the “Action”). In the Action,
Ms. Feng claimed against LCDPHK and the co-defendants for unliquidated
damages which amounted to approximately HK$2,316,666 plus interests to be
assessed. As at 15 August 2020, the Action was at a preliminary stage of court
proceedings as Ms. Feng and LCDPHK have not yet filed any evidence. The
Group was in the process of seeking legal advice from its legal adviser as to the
above matter. The directors of the Company are of the opinion that as a result
of the preliminary stage of the Action, it is difficult to assess the probability that
Ms. Feng may recover any amount from the Group.

In addition, the directors of the Company represent that the proceeding was
incurred prior to the acquisition of La Clinique de Paris International Limited
(“LCDPI”) by the Group, and hence the losses of the claim would be borne
by the former shareholders of LCDPI as prescribed by the share purchase
agreement. Taking into consideration the above conditions, the directors of the
Company are of the view that there is no need to make a provision in respect of
the claim.

Save as disclosed above, the Group was not involved in any material legal
proceedings in respect of which provision for contingent liabilities was required.
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22.

23.

24,

CAPITAL COMMITMENT

The Group had the following capital commitments at the end of the reporting
period:

30 June 31 December

2020 2019
HK$’000 HK$'000
(Unaudited) (Audited)
Contracted, but not provided for:
Capital contributions payable to a joint
venture 2,962 3,020

COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform to the current
period’s presentation. The changes included the reclassification of obligation
arising from a put option to non-controlling shareholders to certain reserves. The
new classification of the accounting items was considered to provide a more
appropriate presentation of the state of affairs of the Group.

APPROVAL OF THE INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS

The interim condensed consolidated financial statements were approved by the
Board on 15 August 2020.
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