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Financial Highlights
BB E

Six months ended 30 June
BEXA=tHLAEA

2020 2019 Increase/
—EEF —E-NF (decrease)
RMB’000 RMB'000 40
ARET T ARET T OB
(unaudited) (unaudited) % Change
(REER) (REEEZ) % 5
Revenue (Total) W (42%58) 48,240 99,948 (51.7)%
Revenue (Boree Products) Wz (EABRER) 1,150 1,110 3.6%
Revenue (Graphene-based Products) Wizt (ARG E®) 412 546 (24.5)%
Revenue (OEM Business) 25 (OEMEET) 46,678 98,292 (52.5)%
Gross profit 6,008 19,016 (68.4)%
Loss for the period HREE (11,412) (40,255) (71.7)%
Shareholders' equity MR A 37,690 320,746 (88.2)%
Six months ended 30 June
BEXA=1THLAEAR
2020 2019
—E-EF —E—-hF
(unaudited) (unaudited)
(REER) (REHEZ)
Profitability data BRGE D EE
(RMB million) (AR®BETR)
Revenue Wz 48.2 99.9
Gross profit E A 6.0 19.0
Loss for the period HANE 1R (11.4) (40.3)
Profitability ratios (%) BREDEER (%)
Gross profit margin EFI=E 12.5 19.0
Net loss margin FEEE (23.7) (40.3)
Assets and liabilities data EEREEEE
(RMB million) (AR®EBEETR)
Non-current assets IERBEE 162.9 4151
Current assets BN EE 76.9 116.3
Current liabilities REBBE 199.4 203.5
Non-current liabilities EmEBEE 2.7 7.2
Shareholders' equity IR = 37.7 320.7
Asset and working capital data EEREELESHE
Current asset ratios (%) RHEELR (%) 32.1% 21.9%
Current ratios (time) mENEL R () 0.4x 0.6x
Debt ratios (%) BEEE (%) 84.1% 39.3%
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Management Discussion & Analysis

Although the production of Baofeng Modern International
Holdings Company Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) have
fully resumed, the global outbreak of the novel coronavirus
("COVID-19") epidemic and the associated lockdowns and
social distancing measures have severely affected the consumer
demand and the quantity ordered, resulting in a decline in
the sales of the Group, especially for the Original Equipment
Manufacturer (“OEM") Business, in the first half of the year.
During the six months ended 30 June 2020 (the “Period”),
the Group recorded a decrease in revenue of approximately
RMB51.7 million or 51.7% to approximately RMB48.2 million
(2019: RMB99.9 million).

Due to the contraction in the consumer demand, some major
customers of the OEM Business asked for price cut, the Group
was forced to reduce its gross profit margin to retain existing
customers. Therefore, the gross profit margin of the Group
dropped to approximately 12.5% for the Period as compared
to approximately 19.0% for the corresponding period in 2019.

The Group recorded a net loss for the Period of approximately
RMB11.4 million, as compared with the net loss of
approximately RMB40.3 million of last corresponding period.
Such decrease in net loss was mainly attributable to (i)
decrease in amortisation of intangible assets of approximately
RMB20.3 million; (ii) fair value gain on investment properties
of approximately RMB14.0 million; (iii) decrease in employee
benefit expenses of approximately RMB9.0 million; net-off by
(iv) decrease in gross profit of approximately RMB13.0 million.

EEENWR DM

BEBERHEBRERERAA (AR
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L # AR #51,700,0007T351.7% = 4 A
R 48 200,000 (—E— N EFE: ARK
99,900,0007T ) °
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Management Discussion & Analysis

EEENWKR DM

FINANCIAL REVIEW
Revenue by Product Category

5 %5 [ B8
RERER D EH RS

Six months ended 30 June
BEAA=1THILA<EA

2020 2019 Increase/
—EBE-EHF —E—-NF (decrease)
RMB’000 RMB’000 40
ARET T AREFTT OB )
(unaudited) (unaudited) % change

(REEER) (RE&EZ) % &
Revenue (Boree Products) W= (BEAMESR) 1,150 1,110 3.6%

Revenue (Graphene-based Wz (AREER)

Products) 412 546 (24.5)%
Revenue (OEM Business) Y2k (OEMETS) 46,678 98,292 (52.5)%
Revenue (Total) Wes (4#58) 48,240 99,948 (51.7)%

During the Period, the revenue of the Group decreased by
approximately RMB51.7 million or 51.7% to approximately
RMB48.2 million (2019: RMB99.9 million). Revenue of Boree
branded slippers, sandals and casual footwear (“Boree
Products”) remained stable, maintaining similar sales level
of approximately RMB1.1 million as compared with the
corresponding period of last year (2019: RMB1.1 million).

The global outbreak of the COVID-19 epidemic and the
associated lockdowns and social distancing measures have a
serious impact on customer demand for non-essential retail
goods. Therefore, the Group’s major OEM customers in the
United States of America (“US") requested to postpone the
delivery time of some orders, resulting in a drop in revenue
of 52.5% to approximately RMB46.7 million (2019: RMB98.3
million). The gross profit margin of the OEM Business was also
greatly reduced as some major customers of the OEM Business
asked for price cut, the Group was forced to reduce its gross
profit margin to retain existing customers.
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Management Discussion & Analysis

Revenue of the graphene-based ethylene-vinyl acetate ("EVA")
foam material (“Graphene-based EVA Foam Material”)
and slippers (“Graphene-based Slippers”), and graphene
deodorizing and sterilizing chips for air purifiers and air
conditioners (“Sterilizing Chips”) (collectively as “Graphene-
based Products”) amounted to approximately RMBO0.4 million
(2019: RMBO.5 million) during the Period. Due to the outbreak
of the COVID-19 epidemic, the launch of the new generation
of do-it-yourself automated vending system was delayed to
August 2020. As a result, revenue of Graphene-based Products
slightly decreased during the Period. However, as the epidemic
has bolstered the growing trend of customers staying at home
and shopping online, the Group allocated more resources
on online sales in the People’s Republic of China (“PRC")
and focused on the design and sales of indoor slippers. The
newly launched indoor graphene-based sterilizing slippers
“Graphener” were favored by consumers and the sales are
expected to grow continuously in the second half of the year.

Selling and Distribution Expenses

During the Period, selling and distribution expenses decreased
by 39.0% to approximately RMB4.0 million as compared with
that of last corresponding period (2019: RMB6.5 million),
which accounted for 8.2% (2019: 6.5%) of the Group’s
revenue. The decrease was mainly attributable to the decline in
sales during the Period.

General and Administrative Expenses

General and administrative expenses recorded a decrease of
approximately RMB4.6 million or 18.9% to approximately
RMB19.9 million for the Period (2019: RMB24.5 million),
which was mainly attributable to the decrease in share-based
payment expenses of approximately RMB3.5 million in relation
to the share options granted by the Company.

Liquidity and Financial Resources

During the Period, net cash inflow from operating activities
of the Group amounted to approximately RMB6.0 million,
representing an increase of approximately RMB4.0 million
or 200.7% compared with that of last corresponding period
(2019: RMB2.0 million). As at 30 June 2020, cash and bank
balances were approximately RMB10.7 million, representing an
increase of 162.0% as compared with approximately RMB4.1
million as at 31 December 2019. As at 30 June 2020, around
90.6% and 7.4% of the Group’s cash and bank balances
were denominated in Renminbi and US dollars respectively.
As at 30 June 2020, the short term borrowings of the Group
were approximately RMB121.0 million (31 December 2019:
RMB114.2 million). All loans were denominated in Renminbi
with fixed interest rates and repayable within one year.

EEENWR DM

WA BB 2R A B
(TEVA ) B8 (175 2 MEVAZ B
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RS WY ERES WA EE SR
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WE AR ER SRR RBE - i
=R A RR R k| R R
EEU BEAEE T ELE N HE RS
#E -
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Management Discussion & Analysis

EEENWKR DM

As at 30 June 2020, the gearing ratio of the Group was
530.2% (31 December 2019: 466.4%). Gearing ratio was
calculated as total debt divided by the total equity. Total debt
refers to the total liability minus the sum of tax payable,
dividend payable and deferred tax liability.

Capital Structure

As at 1 January 2020 and 30 June 2020, the Company
had 1,486,859,608 ordinary shares of the Company (the
“Shares”) in issue and a paid-up capital of approximately
RMB99,310,000.

Significant Investments, Material Acquisitions and
Disposals

During the Period, the Group did not have any other
significant investments, material acquisitions and disposals.

Pledge of Assets

As at 30 June 2020, the bills payables were secured by
a pledge of the Group’s time deposits amounting to
approximately RMB2.0 million (31 December 2019: RMB3.9
million). As at 30 June 2020, the bank borrowings of the
Group were secured by a pledge of the Group’s buildings
with carrying amount of approximately RMB4.8 million (31
December 2019: RMB6.1 million), leasehold lands and certain
of investment property with carrying amounts of approximately
RMB4.3 million and approximately RMB30.2 million (31
December 2019: leasehold land of RMB26.2 million).

Contingent Liabilities

As at 30 June 2020 and 31 December 2019, there were no
material contingent liabilities.

Foreign Exchange Risk

During the Period, the revenue of the Group were mainly
denominated in US dollars and Renminbi. The cost of sales and
operating expenses were mainly denominated in Renminbi.
Management of the Group monitors the foreign exchange
risk and will consider hedging significant foreign currency risk
exposure if necessary.
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Management Discussion & Analysis

Debt Ratio

As at 30 June 2020, the debt ratio of the Group was 84.1%
(31 December 2019: 82.3%). Debt ratio was calculated as
total debt divided by the total equity plus total debt. Total
debt refers to the total liability minus the sum of tax payable,
dividend payable and deferred tax liability.

Human Resources

As at 30 June 2020, the Group had a total of approximately
530 employees (31 December 2019: 740 employees),
with total staff costs for the Period, including directors’
remuneration, amounted to approximately RMB21,884,000
(2019: RMB30,875,000). The Group’s emolument policies
are based on the merit, qualifications and competence of
individual employee and are reviewed by the remuneration
committee periodically. The emoluments of the directors of
the Company (the “Directors”) are recommended by the
remuneration committee and are decided by the board of
Directors (the “Board”) having regard to the Group’s operating
results, individual performance and comparable market
statistics. The Company also adopted a share option scheme
(the “Share Option Scheme”) on 8 January 2011 to motivate
and reward its Directors and eligible employees.

Use of Net Proceeds From the Subscription of New
Shares

As disclosed in the Company’s announcements dated 9
November 2018, 12 November 2018, 8 March 2019 and 29
May 2019, Venus Capital Fund and Mr. Chiu Hsin-Wang (“Mr.
Chiu"), the two independent subscribers, subscribed for a total
of 182,800,000 new Shares of US$0.01 each at a subscription
price of HK$0.27 per subscription share which were completed
on 8 March 2019 (the “Subscription”). The closing market
price. was HK$0.33 per Share on the date on which the
terms of the Subscription were fixed. The gross proceeds
from the Subscription was approximately HK$49,356,000
(equivalent to approximately RMB43,175,000), and the net
proceeds (after deducting the relevant expenses incurred in the
Subscription) was approximately HK$49,136,000 (equivalent
to approximately RMB42,982,000). The net subscription price,
after deducting relevant expenses, was approximately HK$0.27
per subscription share.

EEENWR DM
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Management Discussion & Analysis

EEENWKR DM

The Directors considered that the Subscription represented
an opportunity to raise additional funding for research and
development of carbon-based energy storage batteries in
order to develop new markets and new business, and provide
working capital to the Group to meet any financial obligations
of the Group.

The utilisation of the net proceeds as at 30 June 2020 is set
out as follows:

EERR

AIEAE Z BRI IRE

T B E%$IEFI$$ .
fi#

ab =
REE M

%@I\ﬁ@
N

BB MARF IRE LSRN EER
feEfsAmEArASBEIMMEET-

RZZE_ZTFXXA=1H" FEHREFE
mﬁﬁlﬂﬁﬂWT

Amount of the
net proceeds

Amount of the
net proceeds
utilised during

Balance of the
net proceeds

Intended utilised up to the period unutilised as
use of the 31 December ended at 30 June
Nature net proceeds 2019 30 June 2020 2020
BE-2-%F
BE-E-NE ARZTH  R-BZEE
tZA=t-AL 131 ~A=TH
FERERE CBRAFRSHE CHRARSHE RBAFRSHE
31 RemRz FHELE FHLE FRLEH
RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARETT
Research and development of carbon ~ FT &R IERE & (fif 1)
application products (Note 1) 18,853 15,709 612 2,532
Settlement of payables owing ERENELRRE (F2)ER
to Bluestone Technologies (Cayman) A8 ([ER]) HfER A
Limited ("Bluestone”) (Note 2) (5#2) 8,678 8,678 - -
General working capital (Note 3) —HREBES (H33) 15,451 15,451 - -
Total: ozt 42,982 39,838 612 2,532
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Notes:

Management Discussion & Analysis

After detailed research on equipment procurement, the
Group decided to use production equipment from battery
manufacturers in the market for the Group’s production, so
it only needs to set up a battery research and development
line which requires less fund than expected. As a result,
the intended use of the net proceeds of approximately
HK$9,971,000 (equivalent to approximately RMB8,678,000)
was changed to “Settlement of payables owing to Bluestone”
and approximately HK$9,000,000 (equivalent to approximately
RMB7,726,000) was changed to “General working capital”
respectively from the original intended use for the “Research
and development of carbon application products” during
the year ended 31 December 2019. It is expected that the
remaining balance of the net proceeds allocated for the
"Research and development of carbon application products”
will be utilised in the financial year ending 31 December 2020.

After detailed research on equipment procurement, the
Group decided to use production equipment from battery
manufacturers in the market for the Group’s production, so
it only needs to set up a battery research and development
line which requires less fund than expected. As a result,
the intended use of the net proceeds of approximately
HK$9,971,000 (equivalent to approximately RMB8,678,000)
was changed from “Research and development of carbon
application products” to “Settlement of payables owing to
Bluestone” during the year and was fully utilised during the
year ended 31 December 2019.

After detailed research on equipment procurement, the
Group decided to use production equipment from battery
manufacturers in the market for the Group’s production, so
it only needs to set up a battery research and development
line which requires less fund than expected. As a result,
the intended use of the net proceeds of approximately
HK$9,000,000 (equivalent to approximately RMB7,726,000)
was changed from “Research and development of carbon
application products” to “General working capital” during
the year ended 31 December 2019. The balance of the net
proceeds allocated for the “General working capital” was fully
utilised during the year ended 31 December 2019.
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Management Discussion & Analysis

EEENWKR DM

BUSINESS REVIEW AND FUTURE PROSPECTS

The revenue of the Group for the Period was approximately
RMB48.2 million, representing a drop of approximately
RMB51.7 million in comparison to approximately RMB99.9
million for the corresponding period in 2019, which was
due to the decrease in revenue of OEM Business. Due to the
global outbreak of the COVID-19 epidemic and the associated
lockdowns and social distancing measures, the consumer
demand for non-essential retail goods was severely affected.
Thus the Group’s major OEM customers in the US requested
to postpone the delivery time of some orders, resulting in
a decrease in revenue of approximately RMB51.6 million in
the OEM Business. The Group expects the delayed customers
orders in the first half of the year will gradually resume in the
second half of the year. Based on the information currently
available, the sales of the OEM Business in July and August are
expected to increase year-on-year.

Due to the lockdowns and social distancing measures, more
people are forced to stay at home. Instead of shopping in
physical stores, more and more people choose to shop online.
In the view of this, the Group allocated more resources on
online sales in the PRC and focused on the design and sales
of indoor slippers. The newly launched indoor graphene-based
sterilizing slippers “Graphener” were favored by consumers
and the sales are expected to grow continuously in the second
half of the year.

For other graphene application products, the Group has
launched three models of air sterilizers “Graphenix”and
has sent samples to an overseas well-known producer of air
conditioning system for testing and recognition. Graphenix
is specially designed to kill viruses and bacteria that cause
allergies and respiratory system discomfort and different
models are designed for household and for places with strict
requirements on air quality, such as workplace, studio, and
other demanding indoor environment. The feedback from
this customer is positive and a first order of small quantity
is received. The Group is negotiating with this customer on
the terms and expects a bigger order would be placed by this
customer in the second half of the year. As there is a strong
demand in the public for air purifier and sterilizer due to the
outbreak of the epidemic, the Group expects the air sterilizer
“Graphenix” would become the key product of the Graphene-
based Products segment in the future.
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Management Discussion & Analysis

After paying continuous effort and capital investment
in the past few years, the Group gradually transformed
from a traditional manufacturing company to a material
technology company and started to diversify our business to
environmental protection and energy related field. The Group
set up a carbon-based energy storage batteries research and
development line in the first half of 2019. The Group has sent
samples to our cooperative parties for joint production for
testing and met all the required standards in the first round
testing and targets to complete all testings in 2020. The Group
aims to produce low cost and long useful life carbon-based
energy storage batteries including energy storage batteries for
solar power stations and grid systems, and batteries for electric
vehicles and expects to further reduce the cost and extend
the useful life of carbon-based energy storage batteries in the
second half of 2020. After the mass production, the Group
would be able to enter the energy storage industry, which
would become the driving force of higher profit growth for the
future.
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Other Information

DIRECTORS’ AND CHIEF EXECUTIVE'S
INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 30 June 2020, the interests and short positions of the
Directors and the chief executives of the Company in the
Shares, underlying Shares and debentures of the Company
and its associated corporations (within the meaning of Part
XV of the Securities and Futures Ordinance (the “SFO")),
which were required (i) to be notified to the Company and
The Stock Exchange of Hong Kong Limited (the "Stock
Exchange”) pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests and short positions in which they were
taken or deemed to have under such provisions of the SFO);
(ii) pursuant to section 352 of the SFO, to be entered in the
register maintained by the Company referred to therein; or
(iii) pursuant to the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) contained in
Appendix 10 to the Rules Governing the Listing of Securities
on the Stock Exchange (the “Listing Rules”) to be notified to
the Company and the Stock Exchange were as follows:

EERFERTHRAERKRD - HE
ROoOREESPHESER AR

R-ZEBE-_EFENA=1+TH EERAQA
FETRABRARG REABEEE (F
ERBHFRHERN ([FHEBEEG])
FEXVER) IS - RERD REEETESR
(VMBIEFEH M EEPIEXVEETRESD
HEANMEARAREBBAERSMERA
A ([BtpT]) MR RA R (BIEREE
HFRBEGROIBBEXEEERGAES
Wi AR ) ¢ (NRIEES R BAEEGIE
3S2MEBER ARG BEARARTFENE
SRR RS ROK B - (i) AR IR B X PTY 3B
F AR ([ EMARR]) WER10ATE £
BITANEBHITESFRZZESTR ([1Z
ST ) IR E B E AR B KB AT
R RARBIT

Interests in the Shares and underlying Shares: RBROREBROPWESS:
Number
of Shares/
underlying Percentage of
Shares (other the Company’s
than share issued share
Name of Directors Capacity and nature of interest options) held capital®
FER®E
HERG (BRE LEXQASHIT
EEn BOREEMEE BN B RAETD O
Mr. LEUNG Tsz Chung Beneficial owner 6,000,000(L) 0.40%
RFHEE EnA A
Ms. LIN Weihuan (“Ms. Lin")@ Interest in controlled corporation 233,155,792(L) 15.68%

MEEBLL (Mt ])@  prEthEEmER

Long positions in share options of the Company:

RAEALABERETNER:
Percentage of
the Company’s

Number of share issued share

Name of Directors Capacity and nature of interest options held® capital®
EARQFE BT

EEps BORERME FEBREHZB® AT DD

Mr. ZHENG Jingdong Beneficial owner 10,500,000(L) 0.71%

BREREE BEnEAA

Mr. LEUNG Tsz Chung Beneficial owner 4,000,000(L) 0.27%

RFHEE BEmER A
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Notes:

(1) The percentage has been calculated based on the total number
of Shares in issue as at 30 June 2020 (i.e. 1,486,859,608
shares).

(2) Ms. Lin is deemed to be interested in the Shares in which Total
Shine Investments Limited (“Total Shine”) is interested.

(3) These represent the number of shares which will be allotted
and issued to the respective Directors upon the exercise of the
share options granted to each of them under the Share Option
Scheme. Accordingly, each of them was regarded as interested
in the underlying Shares.

(4) The letter “L" denotes a long position in the Shares or
underlying Shares.

Save as disclosed above, as at 30 June 2020, none of the
Directors and the chief executives of the Company had any
interests or short positions in the Shares, underlying Shares
or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) which
were required (i) to be notified to the Company and the Stock
Exchange pursuant to the provisions of Divisions 7 and 8 of
Part XV of the SFO (including interests or short positions which
they were taken or deemed to have under such provisions
of the SFO); or (ii) pursuant to section 352 of Part XV of the
SFO, to be entered in the register referred to therein; or (iii)
pursuant to the Model Code contained in Appendix 10 to the
Listing Rules, to be notified to the Company and the Stock
Exchange.

SHARE OPTIONS OR OTHER SIMILAR RIGHTS

Details of share options of the Company are included in the
section “Share Option Scheme” below and also shown in note
17 to the condensed consolidated financial statements.

Other Information
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Other Information

SHARE OPTION SCHEME

The Company adopted the Share Option Scheme on 8 January
2011. Details of the Share Option Scheme are set out in note
17 to the condensed consolidated financial statements.

The following table discloses the outstanding share options
under the Share Option Scheme as at 30 June 2020:

Bkt E
ARFR-E——F— SN\ ERABRE
FHB - AR B IE A AR S B
WKM7 -

TREBEXN - -_TFNA=tHBERE
FHEIIE T A ) R 7T 5 P RO

Nurber of share options
BREsA
Outstanding ~ Granted  Exercised  Cancelled  Forfeited  Outstanding Exercise price
Date of asat1 duringthe duringthe during the  during the asat30  Exercise  pershare
grant”” January 2020 Period Period Period Period June 2020 period (HKS) ~ Notes
RZZ2%% gt k- 33
-f-H RBZTH SRARE
Name o Category of partidpants SEANBZZER RHRAH WETE AEERL FEEOE AOMIH KEERK HAOE AR (Bm) Wi
Executive Directors 4i7gs
ZHENG Jingdong 983 1011272015 1,500,000 - - 1,500,000 A 081
10120015 2000000 - - - -0 B 08l
1011272015 2,500,000 - - - - 2,500,000 ( 081
10120015 2000000 - - - -0 D 08l
101202015 2,000,000 - - - - 2,000,000 ; 081
1962018 300,000 - - - - M P 054
19/6/2018 200,000 - - - - 200,000 Q 0.54
LEUNG Tsz Chung 214 1011272015 4,000,000 - - - - 4,000,000 8 081
Sub-total st 14,500,000 - - - - 14,500,000
Employees B2
1011272015 9,417,000 - - - - 9,417,000 A 081
1011272015 13,356,000 - - - - 13,356,000 8 081 3
101272015 695,000 - - - - 695,000 ( 081
101202015 556,000 - - - - 556,000 D 081
1011212015 556,000 - - - - 556,000 t 081
24162016 26,040,000 - - - - 26,040,000 f 067
2462016 17,440,000 - - - - 17,440,000 G 067
2462016 200,000 - - - - 200,000 H 0.67
2462016 160,000 - - - - 160,000 \ 067
241612016 160,000 - - - - 160,000 J 067
16/1212016 75,000 - - - - 75,000 K 099 3
16/1212016 100,000 - - - - 100,000 L 09 X
16/12/2016 125,000 - - - - 125,000 M 09 3
16/12/2016 100,000 - - - - 100,000 N 09 X
16/12/2016 100,000 - - - - 100,000 0 09 X
1962018 40,680,000 - - - - 40,680,000 P 0.54
19/612018 27,120,000 - - - - 27,120,000 Q 0.54
Sub-total st 136,880,000 - - - - 136,880,000
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Consultants

Sub-fota

Tota

Notes:

Nurber of share options
EREgA
Outstanding ~ Granted  Exercised  Cancelled  Forfeited  Outstanding Exercise price
Date of asat1 duringthe duringthe during the during the asat30  Exercise  pershare
grant” January 200 Period  Period  Period  Period  June2020  period” (HKS) ~ Notes
H-8-%E o8-8k
-A-A RAZTA SRIRE
Name o Category of partidpants SEANEZIER RHAH HATE AEERL AEEOE AOMRE AEERK  HARE AN (Bm) it
]
240612016 19,620,000 - - - - 19,620,000 f 067 3
2462016 14,160,000 - - - - 14,160,000 G 067 3
2462016 2,700,000 - - - - 2,700,000 H 067 3
2612016 2,160,000 - - - - 2,160,000 \ 067 3f
2612016 2,160,000 - - - - 2,160,000 ) 067 3f
16/1212016 1,350,000 - - - - 1,350,000 K 0.99
161212016 1,800,000 - - - - 1,800,000 L 099
16/12/2016 2,250,000 - - - - 2,250,000 M 0.99
16/12/2016 1,800,000 - - - - 1,800,000 N 0.99
16/1212016 1,800,000 - - - - 1,800,000 0 0.99
19/6/2018 24,000,000 - - - - 24,000,000 p 0.54
19/6/2018 16,000,000 - - - - 16,000,000 Q 054
it 89,800,000 - - - - 89800000
iz 241,180,000 - - - - 241,180,000
By &t -
The closing prices of the Shares immediately before the date 1. BoOREEREAH-_Z—AF+=-A
of grant on 10 December 2015, 24 June 2016, 16 December +H ZFE-REXAZF+HA-=F
2016 and 19 June 2018 were HK$0.79, HK$0.69, HK$0.99 —R"FF+ZA+RBERZZE-NFXA
and HK$0.50 respectively. T BRI T ED R &0.7948 7T - 0.69
7T~ 0.997 7T }20.50% 7T °
The respective exercise periods of the share options granted 2. P RS g T T

are as follows:

A:

From 10 December 2015 to 9 December 2020;

From 10 December 2016 to 9 December 2020;

From 10 December 2017 to 9 December 2020;

From 10 December 2018 to 9 December 2020;

From 10 December 2019 to 9 December 2020;

A ZTE-AFFT-_ATHE-ZC
ZEFE+-_ANR:

B: —E-RF+ZATHEZ-ZTZ
ZEFE+_ANR:

C: ZE—+F+-A+tHE-ZC
ZEFE+T-_ANR:

D: ZE-/\Ft+ZAt+HEZZTZ
ZE+T-_ANR:

E: ZE-AF+-AtTRE-ZEC
ZFE+-_ANR:

HIERE —2oTERHERE
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F: From 24 June 2016 to 23 June 2021; F: —E-RERNAZtMBEE=ZE
Z—FXA=Z+=H8:

G: From 24 June 2017 to 23 June 2021; G: —E—+FRAZTHHEZ=-Z
Z—FXA=Z+=8:

H: From 24 June 2018 to 23 June 2021; H: - N\FRXAZ-Zt+HWMBEE=-Z
Z—FXAZ+=H8:

From 24 June 2019 to 23 June 2021; : —E-AFRAZTHEHE=-Z

Z—FXA=Z+=H8:

J: From 24 June 2020 to 23 June 2021; J: —E-EFEXNAZTHABE_ZT
Z—®XAZ+=H8:

K: From 16 December 2016 to 15 December 2021; K : —E—-RE+-_A+XHE-ZE
——F+=ZA+AaAH:

L: From 16 December 2017 to 15 December 2021; L: —E—+E+-_A+XHE-ZE
——F%+=ZA+AAH:

M: From 16 December 2018 to 15 December 2021; M: ZE-N\F+ZA+~BE-Z
——F+=ZA+AAH:

N: From 16 December 2019 to 15 December 2021; N : —E-hhEFE+-_A+BE-Z
——E+ZA+EH

0: From 16 December 2020 to 15 December 2021; 0: —E-EZF+-_A+RBE-Z
——F+=ZA+AaAH:

P: From 19 June 2018 to 18 June 2023; and pP: —E-NFXRXA+NALBE=ZE
—=FXA+tNEB &

Q: From 19 June 2019 to 18 June 2023. Q: ZE—NFARAt+tALBEZ=ZZ
—=FXA+NHB-

The vesting period of the share options is from the date of ZERERENEBHAERE ANER

grant until the commencement of the exercise period. TR AR L -
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6,800,000 share options were granted to two persons
who were employees of the Group and have become
consultants of the Group subsequently.

b. 30,000 share options were granted to a person who
was an employee of the Group and has become a
consultant of the Group subsequently.

C. 40,000 share options were granted to a person who
was an employee of the Group and has become a
consultant of the Group subsequently.

d. 50,000 share options were granted to a person who
was an employee of the Group and has become a
consultant of the Group subsequently.

e. 1,620,000 share options were granted to a person who
was a consultant of the Group and has become an
employee of the Group subsequently.

f. 2,160,000 share options were granted to a person who
was a consultant of the Group and has become an
employee of the Group subsequently.

g. 2,700,000 share options were granted to a person who
was a consultant of the Group and has become an
employee of the Group subsequently.

4. Exercise condition: Provided always that a grantee of share
options shall remain as a Director, an employee or a consultant
of the Company or its subsidiaries, at the time of exercise of
his or her share options.

5. The number and/or exercise price of the share options may be
subject to adjustments in the case of rights or bonus issues, or
other changes in the Company’s share capital.

ARRANGEMENT FOR DIRECTORS TO
PURCHASE SHARES OR DEBENTURES

Save as disclosed in the section of “Directors’ and chief
executive’s interests and short positions in Shares, underlying
Shares and debentures” and “Share Option Scheme” above,
at no time during the Period were rights to acquire benefits
by means of the acquisition of shares in or debentures of the
Company granted to any of the Directors or their respective
spouses or minor children, or were any such rights exercised by
them; or was the Company, its holding company or any of its
subsidiaries and fellow subsidiaries a party to any arrangement
to enable the Directors to acquire such rights in any other body
corporate.

Other Information
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Other Information

SUBSTANTIAL SHAREHOLDERS’ AND OTHER FTERRRHEMATARS RHE
PERSONS’ INTERESTS AND SHORT POSITIONS BIRG R RESE AR
IN SHARES AND UNDERLYING SHARES

As at 30 June 2020, so far as was known to the Directors and RZE-FEFA=+tH BEFRARQ
the chief executives of the Company, the following persons BIFEEBETHRABE U TATSEE (B
or corporations (other than the Directors or chief executives SR AANFTEEBTHAERIN) RIEHD K
of the Company) who had, or were deemed or taken to have DR S IR A EREERE
interests and short positions in the Shares or underlying Shares B M EREIEPIEXVERE2 M35 ERA KL
which would fall to be disclosed to the Company under the BRARNRBEENLEBLARIEES NG
provisions of Divisions 2 and 3 of Part XV of the SFO and be & E3361F7B T FEMNELMME AR IT
recorded in the register required to be kept under Section 336 ~ HME@ANE ZEFERABNT

of the SFO or as otherwise notified to the Company were as

follows:

Interests and short positions in the Shares and REOREERGTPHNEZRXE:
underlying Shares:

Percentage of the

Capacity and nature of Number of Shares/ Company’s issued
Name interests underlying Shares share capital™
EARDTEE BT
£ BORRERME B 10, 18 B3 AR 10 B B &Nl AL
Mr. Sze Ching Bor Interest in controlled 285,879,975 (L) 19.23%
("Mr. Sze™) ™ corporation
BB R t A FryE &l A B i
([s£feE])m
Ms. Tsang Shuk Ping @ Spousal interest 285,879,975 (L) 19.23%
TR @ Ao B
Best Mark International Limited Beneficial owner 240,720,365 (L) 16.19%
("Best Mark") @
EmEAA
Total Shine @ Beneficial owner 233,155,792 (L) 15.68%
EnlEE A
Ms. Lin @ Interest in controlled 233,155,792 (L) 15.68%
corporation
ML @ FriZ s =B R R
Bluestone © Beneficial owner 220,000,000 (L) 14.80%
EA® EnlEE A
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Capacity and nature of

Number of Shares/

Other Information

Percentage of the
Company’s issued

Name interests underlying Shares share capital™®
HARATE BT
=x BORERMEE B HEERG B RZAE 2 koo
Mr. Zhuang Chaohui ® Interest in controlled 220,000,000 (L) 14.80%
corporation
SEFARE S A TR A B ) 1 2
Mr. Chiu® Beneficial owner 102,000,000 (L) 6.86%
Eg 54 © EnEAA
Venus Capital Fund @ Beneficial owner 100,800,000 (L) 6.78%
EnEAA
Venus Capital Management Interest in controlled 100,800,000 (L) 6.78%
Company Limited © corporation
PRI §E E B 2
Ms. Zhang Bihong © Interest in controlled 100,800,000 (L) 6.78%

REBLLO

Notes:

corporation

P42 IR B ) #E 28

(1

Mr. Sze is deemed to be interested in the Shares held by
Best Mark and Capital Vision International Limited (”Capital
Vision”). Best Mark and Capital Vision are wholly owned
and controlled by Mr. Sze and are interested in 240,720,365
Shares and 45,159,610 Shares respectively, representing
approximately 16.19% and 3.04%, respectively of the issued
Shares.

Ms. Tsang Shuk Ping, the spouse of Mr. Sze, is deemed to be
interested in Mr. Sze's interests in the Company.

Best Mark is wholly owned and controlled by Mr. Sze.
Total Shine is interested in 233,155,792 Shares. Ms. Lin,

who wholly owns and controls Total Shine, is deemed to be
interested in the Shares in which Total Shine is interested.

UGS

% A HE AR B A Best Mark M Capital
Vision International Limited ([ Capital
Vision | ) BT #5 B {0 1 % B # % © Best
Mark & Capital Visionfi 2 se £ 2B HE
Kzl - 5 B 78240,720,3650 Bk (5

45,159,6 100k P BE B #E 25 - 9 Bl 48
EREEITIRD4916.19% %3.04% °

SEEAEZEZERRFL LR RERLE
BN

Best MarkfR £ Sc £ = B A K IZ )

Total Shine#233,155,792 0% A% 19 b #
HiEm oMz (2 EHE KT HTotal
Shine ) # 1R &AM Total ShinefriEp& %
HEEZ-
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(5) Bluestone is interested in 220,000,000 Shares. Mr. Zhuang
Chaohui, who wholly owns and controls Bluestone, is deemed
to be interested in the Shares in which Bluestone is interested.

(6) Mr. Chiu has obtained share options granted by the Company
entitling him to subscribed for 20,000,000 Shares. Mr. Chiu
has also subscribed for 82,000,000 Shares pursuant to
the terms of the subscription agreement as detailed in the
announcements dated 9 November 2018, 12 November 2018
and 8 March 2019.

(7) Venus Capital Fund has subscribed for 100,800,000 Shares
pursuant to terms of the subscription agreement as detailed
in the announcements dated 9 November 2018, 12 November
2018 and 8 March 2019.

(8) Venus Capital Management Company Limited wholly owns
Venus Capital Fund and is deemed to be interested in the
Shares in which Venus Capital Fund is interested.

9) Ms. Zhang Bihong, who wholly owns and controls Venus
Capital Management Company Limited, is deemed to be
interested in the Shares in which Venus Capital Management
Company Limited is interested.

(10)  The percentage has been calculated based on the total number
of Shares in issue as at 30 June 2020 (i.e. 1,486,859,608
shares).

(11)  The letter “L" denotes the person’s long position in the Shares
or underlying Shares.

Save as disclosed above, as at 30 June 2020, none of the
Directors and the chief executives of the Company was aware
of any other person (other than the Directors or the chief
executives of the Company) or corporation which had, or
was deemed or taken to have, an interest or short position
in the Shares, underlying Shares or debentures which would
fall to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO and be recorded in the
register required to be kept under section 336 of the SFO or as
otherwise notified to the Company.

INTERIM DIVIDEND

The Directors do not recommend the payment of any interim
dividend for the Period (for the six months ended 30 June
2019: Nil).
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CORPORATE GOVERNANCE

The Board and the management of the Company are
committed to the maintenance of good corporate governance
practices and procedures. The Company believes that good
corporate governance provides a framework that is essential
for effective management, a healthy corporate culture,
successful business growth and enhancing shareholders’ value.

Throughout the Period, the Company has complied with the
code provisions as set out in the Corporate Governance Code
(the "CG Code”) contained in Appendix 14 to the Listing
Rules, save for the deviations as detailed below. The Company
periodically reviews its corporate governance practices to
ensure its continuous compliance.

Code Provision A.2.1 stipulates that the roles of the Chairman
and Chief Executive Officer should be separated and should
not be performed by the same individual. The Company
deviates from this provision because Mr. Zheng Jingdong
has been performing both the roles of Chairman and Chief
Executive Officer. The Directors consider that vesting two
roles in the same person provides the Group with strong and
consistent leadership in the development and execution of the
Group's business strategies and is beneficial to the Group. The
balance of power and authorities is ensured by the operation
of the senior management and the Board, which comprises
experienced and high caliber individuals. The Board currently
comprises two executive Directors, one non-executive Director
and three independent non-executive Directors and therefore
has a strong independence element in its composition.

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 the required standard for
securities transactions by the Directors. The Company has
made specific enquiries of all the Directors and each of them
confirmed that they have complied with the required standards
set out in the Model Code during the Period.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY
During the Period, neither the Company nor any of its

subsidiaries purchased, redeemed or sold any of the
Company'’s listed securities.

Other Information
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Other Information

AUDIT COMMITTEE

The audit committee was established by the Board on 8
January 2011 with written terms of reference in compliance
with the CG Code as set out in Appendix 14 to the Listing
Rules. The primary duties of the audit committee are to review
and supervise our Group’s financial reporting process and risk
management and internal control systems, effectiveness of
the Group’s internal audit function and review and monitor
appointment of the auditors and their independence.

The audit committee comprises three independent non-
executive Directors, namely Mr. Chen Shaohua, Professor
Zhao Jinbao and Ms. An Na, and Mr. Chen Shaohua is the
chairperson of the audit committee. The unaudited condensed
consolidated interim financial statements of the Group for
the Period (the “Interim Financial Statements”) have been
reviewed by the audit committee.

On behalf of the Board

ZHENG Jingdong
Chairman

Hong Kong
28 August 2020
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

FHGAERERERAtEZEKRE X

For the six months ended 30 June 2020 #Z _—ZE_-FF NA=+HI~EA

Six months ended 30 June
BEAA=1+HIEAEA

2020 2019
—EEF —T-nF
Notes RMB’000 RMB'000
HtaF ARET R ARETTT
(unaudited) (unaudited)
(REBERZ) (REEEZ)
REVENUE U= 4 48,240 99,948
Cost of sales $HE KA (42,232) (80,932)
GROSS PROFIT EF 6,008 19,016
Other net income and gains E A R F 58 4 1,732 988
(Impairment loss)/reversal of impairment HEmMELEZEWRE S
loss on trade receivables from sales of R CREER)FE
goods ErE (85) 191
Selling and distribution expenses HE R ERAX (3,961) (6,494)
General and administrative expenses —MRRITHFAX (19,851) (24,484)
Amortisation of intangible assets B EEEE 11 (6,139) (26,360)
Finance costs & A 5 (2,943) (3,198)
Fair value gain on investment properties wEYE 2 N ER 10 13,964 -
Fair value gain on provision for contingent 2 AFEFF Az 2 A
consideration at fair value through profit KRB #E 2 A FEKZ
or loss 15 - 991
LOSS BEFORE TAX BRBiAIE R 6 (11,275) (39,350)
Income tax expense PSR S 7 (137) (905)
LOSS FOR THE PERIOD AND TOTAL ARBEEARGHAE
COMPREHENSIVE EXPENSE FOR THE BRERNZHMAXARHE
PERIOD ATTRIBUTABLE TO OWNERS
OF THE COMPANY (11,412) (40,255)
LOSS PER SHARE BREE 8
— Basic (RMB) —ER(ARE) (0.008) (0.028)
— Diluted (RMB) —EEH(AR®) (0.008) (0.028)

Details of the dividends are disclosed in note 9 to the

condensed consolidated financial statements.

2 B 1

BEFBERBEREREA M HRAME -
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Condensed Consolidated Statement of Financial Position

BHESHBERR X

As at 30 June 2020 R -ZE-FF N NA=+H

30 June 31 December
2020 2019
—EEHF —E-NEF
NA=+RH +-A=+—H
Notes RMB’000 RMB’'000
B et ARET T AREEFITT
(unaudited) (audited)
(REEZ) (8 F%)
NON-CURRENT ASSETS FRBEE
Property, plant and equipment M - B MR 26,755 49,291
Investment properties TEMEHE 10 59,920 -
Right-of-use assets FREEE 5,093 27,351
Intangible assets B EE 11 71,124 77,255
162,892 153,897
CURRENT ASSETS REBEE
Inventories FE 29,220 29,367
Trade receivables U E F R 12 16,110 44,784
Prepayments, deposits and other TERTFIE - e R E MR
receivables I8 18,818 38,394
Pledged deposits BEHFR 2,040 3,855
Cash and bank balances R MIRTTARR 10,746 4,101
76,934 120,501
CURRENT LIABILITIES REBAE
Trade and bills payables BB SRR R ENRE 13 45,189 56,856
Deposits received, other payables and Blize HMEMA AR
accruals FEsT &R 32,795 51,553
Short term borrowings REEE 14 121,000 114,200
Lease liabilities HEBE 418 604
Income tax payable FERTFRSHiIE - 100
199,402 223,313
NET CURRENT LIABILITIES RBEEEE (122,468) (102,812)
TOTAL ASSETS LESS CURRENT REERABEME
LIABILITIES 40,424 51,085
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Condensed Consolidated Statement of Financial Position

BHEESHBERR K

As at 30 June 2020 R -ZE_-—ZFFNA=+H

30 June 31 December
2020 2019
—BoBE ST AE
~A=Z+H +=-—A=+—H

Notes RMB’000 RMB’000
B et ARET T AREEFTT
(unaudited) (audited)
(REEZ) (88 5F%)

NON-CURRENT LIABILITIES kRBER
Lease liabilities HEARE 437 550
Deferred tax liability ELEFRIEAE 2,297 2,557
2,734 3,107
NET ASSETS EEFE 37,690 47,978

EQUITY Ex

Share capital % 2R 16 99,310 99,310
Reserves i (61,620) (51,332)
TOTAL EQUITY PR 37,690 47,978

HIERE —2oTERHERE
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Condensed Consolidated Statement of Changes in Equity

BHGAEEEED X

For the six months ended 30 June 2019 BEZZT-NFENA=THLENEA
Attributable to owners of the Company
LN Z PN
Reserves
L]
Statutory  Exchange  Capital ~ Share
Share  Share Contributed  surplus fluctuation redemption options - Accumulated Total Total
aptal premumsuplus fund e resee  reseve losses  resemes equity
AERS ENR® EARE  BRE
BE RGEE EHER MRS BR 0 BR BE ZHER BREE EaeR
RMB'000  RMB'000  RMB'000  RMB'000 RMB'OO0  RMB'000  RMB'0C0  RMB'000  RMB'000  RMB'000
NRETT ARETT ARBTR ARETR ARETT ARETT ARETR ARETR ARETT ARETR
At 1 January 2019 (audited) HZ%-n%5-A-B(88H) 86,758 563815 141376 95478 155 54 41800 (615,964) 227184 313942
Loss and total comprehensive expense for ~ BABRR2 TR AE
the period - - - - - - - (402%) (40255 (40,255)
Fquity-settled share-based payments BREGENRNAERAA - - - - - - 365 - 33 365
xchange adjustment on share options - BTGB BE S 8
Teserve - - - - - - 133 - 133 133
Completion of subscription of new shares  SeAEZEERTR 1259 30,621 - - - - - -0 87
At 30 June 2019 (unaudited) RZE-RERAZTR(%EEH) 99310 594436 141376 95478 15 504 45686 (656,219 221436 320,746
For the six months ended 30 June 2020 Hz 2T A=+tHILNEA
Attributable to owners of the Company
ROARENEL
Reserves
Ci]
Statutory Exchange  Capital  Share
Share  Share Contributed  surplus fluctuation redemption ~options Acumulated ~ Total  Total
capital premium  surplus  fund  reserve  reserve  reserve  losses reserves  equity
tERR EXRE E4EE  BRE
Re ROEE B&B® 0RE  BR  BE  RE ZTER RE4E RE4E
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARRTT ARMTT ARBTR ARBTR ARMTRL ARMTL ARRTR ARMTR ARMTRL ARMTZ
At 1 January 2020 (audited) R-2-%%-5-B(854) 99310 594436 141376 95,478 155 54 47,009 (9304000 (51332) 47978
Loss and total comprehensive expense for - AEESRR2 AN AE
the Period - - - - - - - (1412 (11412 (1412)
Equity-settled share-based payments RRELEN R AR - - - - - - 193 - 193 193
Brchange adjustment on share options - EE TR E R E S BB
Teserve - - - - - - 91 - 931 931
At 30 June 2020 (unaudited) ROECREAACTR(REEA) 9310 S0AM6 W6 95478 155 54 4823 (1812) (61620) 37,690
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Condensed Consolidated Statement of Cash Flows

HHGEHRERER

For the six months ended 30 June 2020 #Z - ZE-—F# NA=1HINEA

Six months ended 30 June

BEAABA=1+HIEAEA
2020 2019
—g-®F —T NF
RMB’000 RMB'000
ARBTT AREFTT
(unaudited) (unaudited)
(REEZ) (REFEZ)
NET CASH FLOWS FROM/(USED IN): B/ (R BREREFRHE
Operating activities KEEE 5,965 1,984
Investing activities REEH (2,878) (8,699)
Financing activities BMEEH 3,558 18,035
NET INCREASE IN CASH AND CASH BEREBRESZEEY
EQUIVALENTS R EE 6,645 11,320
Cash and cash equivalents at beginning of HOR e MRS EEY
period 4,101 21,080
CASH AND CASH EQUIVALENTS AT END OF HIRRE&RBELZEEY
PERIOD 10,746 32,400
ANALYSIS OF BALANCES OF CASH AND ReRESZEEY
CASH EQUIVALENTS F=) i
Cash and bank balances Re MIRTTHE R 10,746 32,400
BigrE —ZETERHRE
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CORPORATE INFORMATION

The Company is a limited liability company incorporated
in the Cayman Islands. The registered office address and
principal places of business of the Company as disclosed
in the “Corporate Information” section of the interim
report. The Shares of the Company were listed on the
Main Board of the Stock Exchange on 28 January 2011
(the "Listing Date”).

The principal activity of the Company is investment
holding. The Group is engaged in the manufacture and
sale of slippers, sandals, casual footwear, Graphene-
based EVA Foam Material, Graphene-based Slippers and
Sterilizing Chips. An analysis of the Group’s performance
for the Period by business segment is set out in note 3 to
the Interim Financial Statements.

In the opinion of the Directors, the immediate holding
company and the ultimate holding company of the
Company is Best Mark, which was incorporated in the
British Virgin Islands. Its ultimate controlling party is Mr.
Sze.

BASIS OF PREPARATION

The Interim Financial Statements have been prepared
in accordance with International Accounting Standard
("IAS™) 34, Interim Financial Reporting issued by the
International Accounting Standards Board and the
disclosure requirements under Appendix 16 to the Listing
Rules.

The Interim Financial Statements should be read in
conjunction with the annual financial statements for
the year ended 31 December 2019, which have been
prepared in accordance with International Financial
Reporting Standards (“IFRSs").

As at 30 June 2020, the Group’s current liabilities
exceeded its current assets by approximately
RMB122,468,000. The Group incurred a loss for the
Period of approximately RMB11,412,000. At 30 June
2020, the Company’'s total liabilities exceeds its total
assets by approximately RMB147,807,000. These
conditions indicate the existence of a material uncertainty
which may cast significant doubt on the Group's ability
to continue as a going concern and therefore, the Group
may not be able to realise its assets and discharge its
liabilities in the normal course of business.
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For the six months ended 30 June 2020 #EZ —ZE-ZEF NA=+HILNEH
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2.

Notes to the Condensed Consolidated Financial Statements

RAAGRE M ®RRMEE

For the six months ended 30 June 2020 #Z - ZE-—F# NA=1HINEA

BASIS OF PREPARATION (continued)

In view of such circumstances, the Directors have given
careful consideration to future liquidity and performance
of the Group and its available sources of financing in
assessing whether the Group will be able to finance its
future working capital and finance requirements. Certain
measures have been taken to manage its liquidity needs
and to improve its financial position which include, but
are not limited to, the followings:

1. The secured bank loans amounting to RMB98,000,000
were classified as current liabilities due to the
existence of a repayment on demand clause in the
loan agreement. The Group will negotiate with the
PRC banks for the renewal of the Group’s PRC bank
borrowings when they fall due to secure necessary
facilities to meet the Group’s working capital and
financial requirements in the near future. The Directors
have evaluated all the relevant facts available to them
and are of the opinion that the Group has a good
track record or relationship with the banks. In the
opinion of the Directors, the Group will be able to roll
over or refinance the bank borrowings upon maturity;

2. The Group has obtained a credit facility amounting
to RMB35,000,000 in total from an independent
third party. The credit facility had been utilised
amounting to RMB22,800,000 as at 30 June 2020.
The facility would be utilised as the working capital
and for financing the ongoing business of the
Group;

3. The Group has obtained a loan facility from
the independent third party in amount of
RMB20,000,000 with a maturity date on 25 March
2022 secured by the Group's property. The facility
would be utilised as the working capital and for
financing the ongoing business of the Group;

4.  The Group will implement operational plans to
control costs and general adequate cash flow from
the Group’s operations; and

5. The Directors have been aware of the capital
deficiency of the Company and would consider all
available source of funding included, but not limited
to, requiring the subsidiaries to declare dividends.
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BASIS OF PREPARATION (continued)

The Directors have reviewed the Group’s cash flow
projections prepared by management. The cash flow
projections cover a period of not less than fifteen
months from the date of the condensed consolidated
statement of financial position. The Directors are of the
opinion that, taking into account the above-mentioned
plans and measures, the Group would have sufficient
working capital to finance its operations and to meet its
financial obligations as and when they fall due within
the next fifteen months from the date of the condensed
consolidated statement of financial position. Accordingly,
the Directors are of the opinion that it is appropriate
to prepare the Interim Financial Statements on a going
concern basis.

Should the Group and the Company be unable to
continue to operate as a going concern, adjustments
would have to be made to write down the value of
assets to their recoverable amounts, to provide for
further liabilities which might arise and to reclassify
non-current assets and non-current liabilities as current
assets and current liabilities respectively. The effect of
these adjustments has not been reflected in the Interim
Financial Statements.

The Interim Financial Statements have been prepared in
accordance with the same accounting policies adopted
in the 2019 annual financial statements, except for
the accounting policy changes that are expected to be
reflected in the 2020 annual financial statements as
detailed below:

The Group has adopted the following new and
amendments to IFRSs which are effective for the Group’s
financial year beginning on 1 January 2020.

Amendments to IAS 1 Definition of Material
and IAS 8

Amendments to IFRS 3 Definition of a Business

Amendments to IFRS 9, Interest Rate Benchmark

IAS 39 and IFRS 7 Reform

The Directors consider the application of the new and
amendments to IFRSs would not have any material impact
on the contents of the Interim Financial Statements.
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For the six months ended 30 June 2020 #EZ —ZE-ZEF NA=+HILNEH
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2.

Notes to the Condensed Consolidated Financial Statements

RAAGRE M ®RRMEE

For the six months ended 30 June 2020 #Z - ZE-—F# NA=1HINEA

BASIS OF PREPARATION (continued)

The Group has not applied any new standard or
interpretation that is not yet effective for the current
accounting period.

SEGMENT INFORMATION

Information reported to the Directors, being the chief
operating decision maker (the “"CODM"), for the
purposes of resource allocation and assessment of
segment performance, focuses on types of goods or
services delivered or provided. Specifically, the Group’s
reportable and operating segments are as follows:

(@) the Boree branded products segment manufactures
and sells Boree Products;

(b) the Graphene-based products segment applied the
technology know-how by applying graphene in the
production of Graphene-based Products; and

() the OEM segment produces slippers for branding
and resale by others.

CODM monitors the results of the Group’s operating
segments separately for the purpose of making decisions
about resource allocation and performance assessment.
Segment performance is evaluated based on reportable
segment result, which is a measure of adjusted result
before tax.

The segment profit or loss represents the profit earned
by or loss from each segment without allocation of
interest income, other unallocated net income and gains,
amortisation of intangible assets, fair value change on
investment properties, fair value change on provision for
contingent consideration at fair value through profit or
loss (“FVTPL"), finance costs as well as corporate and
other unallocated expenses.

Segment assets exclude property, plant and equipment,
investment properties, right-of-use assets, intangible
assets, raw materials, work in progress, prepayments,
deposits and other receivables, pledged deposits and cash
and bank balances as these assets are managed on a
group basis.

Segment liabilities exclude trade and bills payables,
certain other payables and accruals, short term
borrowings, lease liabilities, income tax payable and
deferred tax liability as these liabilities are managed on a
group basis.
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Notes to the Condensed Consolidated Financial Statements

EEHEE M |RRMEE

For the six months ended 30 June 2020 #HZ_-—ZE_-ZFF  NHA=1+HIi~EA

3. SEGMENT INFORMATION (continued) 3. OWERGE)
Period ended 30 June 2020 BE-Z-ZTFEXA=1HLEH
Graphene-
Boree based
Products Products OEM Total
EARER RRRER k)

RMB'000 RMB'000 RMB'000 RMB'000
ARETR ARETR ARETR ARETR
(unaudited)  (unaudited)  (unaudited)  (unaudited)
(REER) (REER) (REER) (RBERK)

Segment revenue Al
Sales to external customers MIREPIHE 1,150 412 46,678 48,240
Segment results THEE (1,279) (133) 3,459 2,047
Reconciliation: -
Interest income FEMA - 40
Other unallocated net income R ERBA RS T8
and gains 1,692
Impairment loss on trade receivables  $AEREMES 2 EYNE HER
from sales of goods AEES (85)
Corporate and other unallocated TEREMRARERX
expenses (19,851)
Amortisation of intangible assets BYEEEH (6,139)
Fair value gain on investment REME 2 A HEKS
properties \ 13,964
Finance costs BMEKK (2,943)
Loss before tax BREAIEE (11,275)
As at 30 June 2020 RNR-B-ZFBEXA=+H
Graphene-
Boree based
Products Products OEM Total
BABER RERER faxg
RMB'000 RMB'000 RMB'000 RMB'000
ARBTR ARBT R ARBT R ARBT TR
(unau_dited) (unau_dited) (unau_dited) (unau_dited)
(REEX) (REER) (REER) (REER)
Segment assets PHEE 791 1,173 22,901 24,865
Reconciliation: #EE )
Corporate and other unallocated ~ (CEREMKXSEEE
assets 214,961
Total assets EERE 239,826
Segment liabilities FBEE 300 - - 300
Reconciliation: i
Corporate and other unallocated ~ MEREMANEEE
liabilities 201,836
Total liabilities BELE 202,136
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Notes to the Condensed Consolidated Financial Statements

RAAGRE M ®RRMEE

For the six months ended 30 June 2020 #Z - ZE-—F# NA=1HINEA

SEGMENT INFORMATION (continued) 3. THEME
Period ended 30 June 2019 BE-Z—NFAA=1+HILLEH
Graphene-
Boree based
Products Products OEM Total
BEABER RRFERD ke
RVB'O00  RMBOOO  RMBO00  RMB'000
AEETT AEETFT AREFTL ARETI
(unaudite\d) (unauditqd) (unauditqd) (unauditgd)
(RiEEZ) (RiEER) (REEEZ) (RigER)
Segment revenue L6
Sales to external customers MINREFHE 1,110 546 98,292 99,948
Segment results PEEE (855) (196) 13,573 12,522
Reconciliation; -
Interest income F BHA B 45
Other unallocated net income and ~ Ef R AT WA R Mz 558
gains 943
Reversal of impairment loss on trade $E& & @E S 2 ENE Z8RFUA
receivables from sales of goods EEERD 191
Corporate and other unallocated ¥R EMASEFRX
expenses (24,484)
Amortisation of intangible assets /& Z %4 (26,360)
Fair value gain on provision for BATES AR AR ER
contingent consideration at FVTPL  # 2 ATENzE 991
Finance costs BEKA (3,198)
Loss before tax BRRAIER (39,350)
As at 31 December 2019 R-EBE-HAE+=-B=+—H
Graphene-
Boree based
Products Products OEM Total
EAEER hEFEM Lk
RM/B'OOO RM‘B'OOO RM/B'OOO RM/B'OOO
AREFL AEETT AREFL ARETL
(audite\d) (auditgd) (auditqd) (auditgd)
(B&1) (&%) (8&h) (8&h)
Segment assets IHEE 1,647 3,778 53,407 58,832
Reconciliation: - )
Corporate and other unallocated ~ C¥REMAS T EE
assets 215,566
Total assets BELH 274,398
Segment liabilities PHEE 300 - - 300
Reconciliation: i -
Corporate and other unallocated ¥R EMAXSEEE
liabilities 226,120
Total liabilities fBEERn 226,420
HERE —Z-EFRH®RE
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Notes to the Condensed Consolidated Financial Statements

EEHEE M |RRMEE

For the six months ended 30 June 2020 #HZ —Z—-Z

3. SEGMENT INFORMATION (continued) 3.

Geographical information

(a) Revenue from external customers

FENA=FHINEA

DEER (&)
i & &

(a) RENREFH K

Six months ended 30 June

BEANA=THILLAEA

2020 2019

—ECEF —E-NF

RMB’000 RMB'000

AR¥T AREFT

(unaudited) (unaudited)

(REEZX) (REEETEZ)

PRC (principal place of operations) RE(FELEHE) 3,060 4,406
us E3E 41,106 93,398
South America EEI 84 307
Europe B 1,898 415
South East Asia RED 104 161
Other countries =R ETER 1,988 1,261
48,240 99,948

The revenue information above is based on the

AEWHEHDEREPUEE

locations of the customers. 4o
(b) Non-current assets (b) REBEE
30 June 31 December
2020 2019
—B-®F TN
ANA=+RH +-A=+—H
RMB’000 RMB'000
ARBT T AREEFIT
(unaudited) (audited)
(REEZ) (T Z)
PRC (principal place of operations) FE(FELKLHE) 162,892 153,897

The non-current assets information above is based

on the locations of the assets.

Baofeng Modern Interim Report 2020
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For the six months ended 30 June 2020

Notes to the Condensed Consolidated Financial Statements

EHAGEES T HRRME

ﬁi—%ﬁ—7 /\ﬁ —/—Eit/\/ﬁﬁ

SEGMENT INFORMATION (continued) 3. OWERE
Information about major customers FEEFNEHR
Revenue from customers of the corresponding periods EAjiEF'fE-JHHF'EJ KEREPZWERGAE
contributing over 10% of the total sales of the Group are BIHETE10% A EEDT ¢
as follows:
Six months ended 30 June
BEAA=1tHIA~HEA
2020 2019
RMB 000 RMB'000
AR¥T T ARETIT
(unaudited) (unaudited)
(REEZ) (REEFEZ)
Customer A ZEA 27,719 47,456
Customer B* % FPB* 9,064 6,088
Customer C* ZHCH 1,615 33,744
* Revenue from Customer B contributed less than 10% of * HEzEZ-ZZ—NLEX )5] + B 157

the total sales of the Group for the period ended 30 June

2019.

# Revenue from Customer C contributed less than 10% of

the total sales of the Group for the Period.

The Group’s major customers are in the OEM segment.

REVENUE, OTHER NET INCOME AND 4.

GAINS

Revenue, which is also the Group’s turnover, represents
the net invoiced value of goods sold, after allowances for

returns and trade discounts.

An analysis of revenue, other net income and gains is as

B REEFEFBZMKE
EEOR10% -

# RAMEREEECZKE
ElREERELIN10% °

ARBEMEEEFREOEMDE -
sk - HAUA R Wz F

A AR E AR

RN

W MBI AEERE X HERD
HBRRERE ST NBENEEER
%xm/?ﬁé"

Yo ah ~ LA A B W s ) BR O 20 AT 40

follows: T
Six months ended 30 June
BEXRA=tHLAEA
2020 2019
—=F —T-hF
RMB’000 RMB’'000
ARBT T ARBTTT
(unaudited) (unaudited)
(REER) (REEEZ)
Revenue Wz
Manufacture and sale of goods GEMEEE®R 48,240 99,948
Other net income and gains Hp g A R Uiz 958
Interest income A S WA 40 45
Sales of scrap materials $HE BER 99 261
Sales of semi-products SHE A o 22 -
Rental income from investment properties & &Y% WA 788 -
Rental income under operating leases AR EMEENHESIKA 527 184
Subsidy income PN 118 498
Others HAtb 138 -
1,732 988
HERE —Z-EFRH®RE
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Notes to the Condensed Consolidated Financial Statements

EEHEE M |RRMEE

For the six months ended 30 June 2020 #HZ_-—ZE_-ZFF  NHA=1+HIi~EA

5. FINANCE COSTS 5. mEMRAK

Six months ended 30 June
BEANA=THILAXEA

2020 2019

—EEF —E-NF
RMB’000 RMB’'000
ARETTT AREETIT
(unaudited) (unaudited)

(REBERZ) (REEEZ)

Interest on bank loans and other IRITREMEEFS
borrowings 2,917 3,046
Interest on letter of credit ZEHERNE - 111
Interest on lease liabilities HEAEFE 26 41
2,943 3,198
6. LOSS BEFORE TAX 6. BRBLAIEHE

The Group’s loss before tax is arrived at after charging/ REBMOBRBAIEEE NG (GTA)

(crediting) the following items: LATNIER -

Six months ended 30 June

BEANA=THILAEA

2020 2019
—ECEF —T-NF
RMB’000 RMB'000
AR®T T AR®EFTT
(unaudited) (unaudited)
(REER) (RgEZ)
Cost of inventories sold* EEFEM A 42,007 81,007
Depreciation of property, plant M B MBI E
and equipment* 3,121 3,028
Depreciation of right-of-use assets* EREEETE 375 647
Amortisation of intangible assets mEERH 6,139 26,360
Operating lease rentals* KEHEHES 979 220
Employee benefit expenses (including EBEBIRAZ(BIEES
directors’ remuneration)*: M) * -
Wages and salaries ITENMHS 20,524 25,328
Equity-settled share based payments LIRS E ARG AR
EOERE 193 3,653
Staff welfares ﬁé\ﬁﬂ 382 438
Contributions to retirement benefits RN ET B R
schemes 785 1,456
21,884 30,875
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Notes to the Condensed Consolidated Financial Statements

EHAGEES T HRRME

For the six months ended 30 June 2020 # %=

6. LOSS BEFORE TAX (continued)

—EFEFENHA=FHILNEA

6. KRBIAIEE(E)

Six months ended 30 June
BZEAA=1tHILAXEA

2020 2019
—ECEHF —E-NF
RMB’000 RMB'000
AR®T T AREET T
(unaudited) (unaudited)
(REER) (RgFEZ)
Impairment loss/(reversal of impairment HERMmMEE ZEIKE SR
loss) on trade receivables from sales of FOREERER,CREEIE
goods () 85 (191)
Write-down/(reversal of write-down) of FEME (HoREmR)
inventories 225 (75)
Loss on disposal of items of property, plant &Y% HE NEEEB
and equipment &8 27 -
Exchange loss, net fE B KT RE 1,172 325
Research and development costs** T EE AR AR * * 5,104 4,971

* %

The cost of inventories sold for the Period includes
approximately RMB12,960,000 (2019: RMB17,063,000)
relating to direct staff costs, depreciation of
manufacturing facilities, depreciation of right-of-use
assets and operating lease rentals in respect of land
and buildings, which are also included in the respective
total amounts disclosed above for each of these types of
expenses.

The research and development costs are included in
“General and administrative expenses” in the condensed
consolidated statement of profit or loss and other
comprehensive income.

* *

KHEE EFEK A EIFLHIARE
12,960,0007T ( ZZE—hF : AR
17,063,0007C) W E ZIEBE KA -~ &
EREITE (EHEEETELR
THREFHLEHER S HE
HHINBEIA_LEX AT 5ESEAS
BE B4R FE o

NEXARNEFAAGHGEEER K
Hip 2R am R A [ —RRITEFE
X e

HIERE —2oTERHERE

39



Notes to the Condensed Consolidated Financial Statements

EEHEE M |RRMEE

For the six months ended 30 June 2020 #HZ_-—ZE_-ZFF  NHA=1+HIi~EA

7. INCOME TAX EXPENSE 7. FiB#HAX

Six months ended 30 June
BEANA=THILAXEA

2020 2019
—g-®F —T-AF
RMB’000 RMB'000

ARBT T AREFIT
(unaudited) (unaudited)
(REERZ) (RegEZ)

Current — PRC Enterprise Income Tax Bl — B EFTEH

Charge for the period BB 200 450

Under-provisions in prior years BEFEREBDTE 197 378

Deferred tax EIER X (260) 77
Total tax expense for the period HAM R IB B 2 42 58 137 905
No provision for Hong Kong profits tax has been provided AR ASBERAEEE SN EELE
as the Group did not generate any assessable profits EERBOEF - R EIEL B AT
arising in Hong Kong for the Period (2019: Nil). Taxes BREHE( LT 8) - FEY
on profits assessable in the PRC have been calculated JE SR B A A B T AR B AR R IR 1T
at the prevailing rates, based on existing legislation, Bl - REREFRIZERREAE -

interpretations and practices in respect thereof.
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Notes to the Condensed Consolidated Financial Statements

EHAGEES T HRRME

For the six months ended 30 June 2020 #Z - ZE-—F# NA=1HINEA

LOSS PER SHARE

The calculation of basic loss per share is based on the
consolidated loss for the Period attributable to owners of
the Company of approximately RMB11,412,000 (2019:
RMB40,255,000) and the weighted average number of
Shares of 1,486,859,608 (2019: 1,420,203,254) in issue
during the Period.

The weighted average number of Shares used to calculate
the basic loss per share for the Period included the
1,486,859,608 Shares in issue as at 1 January 2020 and
30 June 2020.

The weighted average number of Shares used to calculate
the basic loss per share for the period ended 30 June
2019 included the 1,304,059,608 Shares in issue as at 1
January 2019 and 182,800,000 Shares issued on 8 March
2019 in respect of the completion of subscription of new
shares.

During the periods ended 30 June 2020 and 2019,
diluted loss per share does not assume the exercise
of the Company’s share options as the exercise of the
Company’s share options would result in a decrease in
loss per share, and is regarded as anti-dilutive.

DIVIDENDS

The Board did not recommend the payment of an interim
dividend for the Period (For the six months ended 30 June
2019: Nil) to the shareholders of the Company.

BRESE

EREREEIIERARNGESR AR
MAPEEEBEHARE
11,412,000t ( —Z— NF: AR
40,255,0007T ) R A AN HAR B 85 1T %
19 2 hi#E 7 159 % #11,486,859,6080%
(ZZ—1%:1,420,203,254f% )5t & -

REstEREZE A RN EREREE
R 2 IETFHHBER_E_F
F—A—HBE-_ZE-FTFA=1H
B E1TRY1,486,859,608 A% I ©

BEstEE8E T —NF~A=1H
K &R AR EE R ARG 2 i FIT 8
BIERZZE-—NF—A—HABEETH
1,304,059,608/% A& 17 + LA K Bk FEAK 3R
EHRmR —E—AE=AN\B T
#7182,800,0008% & 15 °

BE_ZE-_ZTFR-_FT—NLFXA
T+ HIEHE SREEFEEILLE
BETEARTNERE RERTT
FARQNRNERESERTREER
LRWRBREE -

[ g=)
EXTERAAR AR A H

FAOHRHRE(BE_T—NEFEXA
=t HIEREA : &)
HIERE —2oTERHERE
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Notes to the Condensed Consolidated Financial Statements

EEHEE M |RRMEE

For the six months ended 30 June 2020 #EZ —ZE-ZEF NA=+HILNEH

10.

INVESTMENT PROPERTIES

10. REYE

RMB’000

ARETT

As at 1 January 2020 R_ZE_TF—H—H -
Transfer from construction in progress EEEERETR 24,073
Transfer from right-of-use assets EHEATRAEEE 21,883
Fair value gain on investment properties "EYE L A ERE 13,964
As at 30 June 2020 R-ZE-ZEFXA=1+H 59,920

The Group’s properties located in the PRC are leased to
a third party to earn rentals or for capital appreciation
purposes, which are measured using the fair value
model and is classified and accounted for as investment
properties.

The fair value of the Group’s investment properties as
at 30 June 2020 has been arrived at on the basis of a
valuation carried out by Quanzhou Heyi Assets and Real
Estate Appraisal Co., Ltd, an independent professional
valuer. In estimating the fair value of the investment
properties, the management of the Group has considered
the highest and best use of the investment properties.

The Group has pledged certain of investment
property with a net carrying amount of approximately
RMB30,200,000 to secure general banking facilities
granted to the Group.

Baofeng Modern Interim Report 2020
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Notes to the Condensed Consolidated Financial Statements

EHAGEES T HRRME

For the six months ended 30 June 2020 #Z - ZE-—F# NA=1HINEA

11. INTANGIBLE ASSETS 1. BE&EE
020
distribution Deferred
Technology vending  development
Know-how system costs Total
(Notes a, ) (Notes b, ¢) (Note d)
0207 88 B
gk EEZR RERE “m
(M3, ¢) (F33ED, ) (Ki3Ed)
RMB'000 RMB'000 RMB'000 RMB'000

ARETT ARBTTL ARETT ARETT

Cost: BA
At 1 January 2019 RoE—hE—A—A 1,587,518 60,000 92,553 1,740,071
Addition during the year FNE - - 24 24

At 31 December 2019 and RZZB—NE

1 January 2020 +ZA=+t-HEkK
“Z-2F—-f—H 1,587,518 60,000 92,577 1,740,095
Addition during the Period A HA 1 - - 8 8
At 30 June 2020 s
ANB=18 1,587,518 60,000 92,585 1,740,103

Accumulated amortisation BifEHERFE:
and impairment:

At 1 January 2019 RZFE-NE—-F—H 1,299,518 11,560 64,747 1,375,825
Provided for the year FREE 39,273 6,605 6,842 52,720
Impairment loss for the year ~ FRRERFIE 187,727 25,835 20,733 234,295
At 31 December 2019 and RZE—NE
1 January 2020 +ZA=+-BRk

“E-FTF-Hf—H 1,526,518 44,000 92,322 1,662,840
Provided for the Period AEBRRE 4816 1,263 60 6,139
At 30 June 2020 N_E-TF

~NAZTH 1,531,334 45,263 92,382 1,668,979

Net carrying amount; RERE:

At 30 June 2020 RZZTZF

~NAZTH 56,184 14,737 203 71,124
At 31 December 2019 RZE—NE

+=ZA=+—-H 61,000 16,000 255 77,255

HIERE —2oTERHERE
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Notes to the Condensed Consolidated Financial Statements

EEHEE M |RRMEE

For the six months ended 30 June 2020 #EZ —ZE-ZEF NA=+HILNEH

11. INTANGIBLE ASSETS (continued)

Notes:

(a)

(b)

Baofeng Modern

It represented certain technological know-how in respect
of the application of graphene and includes one patent in
the US (“US Patent”), four invention patent applications,
three utility model patent applications and two utility
model patents in the PRC (collectively as “PRC Patents”),
relating to the manufacturing of Graphene-based EVA
Foam Material, Sterilizing Chips and graphene-based
pressure-sensitive sensors and the exclusive formula
(collectively “Technology Know-how"), which was
acquired from Bluestone, an independent third party, in
2015.

The completion date of the transaction (”“Completion
Date”) was 16 December 2015. The cost of the
Technology Know-how was determined by the Directors
and represented the sum of the cash consideration,
the fair value of the convertible notes and provision for
contingent consideration at the acquisition date (note 15),
and the capitalised transaction costs arising directly from
the acquisition of the Technology Know-how. The Group’s
first graphene application products mass production
line was completed and commenced trial production in
late May 2016, and mass production has already been
commenced in July 2016.

The Technology Know-how has definite useful lives and is
amortised over 10 years using the straight-line method.

The Directors conducted an impairment assessment on
the Technology Know-how and considered that there was
no impairment to the carrying amount of the Technology
Know-how as at 30 June 2020.

In July 2016, the Group acquired the design of Online-
to-Offline (“020") distribution vending system at the
consideration of RMB60,000,000 from two independent
third parties. Directors consider that the 020 distribution
vending system would provide customers with an
interactive and unique shopping experience, enhance the
distribution channel of the products made by the Group
and establish the core technical competitiveness of the
Group.

The 020 distribution vending system has definite useful
lives and is amortised over 9 years using the straight-line
method.

The Directors conducted an impairment assessment on
the 020 distribution vending system and considered that
there was no impairment to the carrying amount of the
020 distribution vending system as at 30 June 2020.

Interim Report 2020
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RITAM#EEERAERAFE I
LABE RED105F 3 -

EECHRMABETRER A
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i 60 78 Y BR T30 48 ZR R ©
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Notes to the Condensed Consolidated Financial Statements

RAAGRE M ®RRMEE

For the six months ended 30 June 2020 #Z - ZE-—F# NA=1HINEA

11. INTANGIBLE ASSETS (continued)

Notes: (continued)

(c)  The Directors consider that 020 distribution vending
system is a contributory asset necessary to support the
earnings associated with the Technology Know-how, being
the smallest identifiable group of assets that generates
earnings that are largely independent of the earnings from
other assets.

(d) In July 2016, the Group engaged several independent
third parties in the research and development of
manufacturing and application technology of graphene
material on Sterilizing Chips, energy storage materials
for batteries and pressure-sensitive lighting devices for
shoes. The Directors seek the opportunities in applying the
graphene material in products other than shoes and plan
to launch in future.

The Sterilizing Chips has definite useful lives and is
amortised over 5 years using the straight-line method.

The Directors conducted an impairment assessment
on the Sterilizing Chips and considered that the future
economic benefits attributable to the Sterilizing Chips is
premature and provision for impairment of approximately
RMB20,733,000 was made as at 31 December 2019.

As at 30 June 2020, the carrying amount represented
the cost of acquisition of patents for research and
development of manufacturing and application
technology of graphene material on certain products.

12. TRADE RECEIVABLES

The Group’s trading terms with its customers are
mainly on credit. The credit period offered to its
customers is generally for a period of three to six
months. The Group seeks to apply strict control over
its outstanding receivables and has a credit control
department to minimise credit risk. Overdue balances
are reviewed reqgularly by senior management. In view
of the aforementioned and the fact that the Group’s
trade receivables relate to a large number of diversified
customers, there is no significant concentration of credit
risk. The Group does not hold any collateral or other
credit enhancements over its trade receivable balances.
Trade receivables are non-interest-bearing.

11.

BEE®)
Wi ()

(© EEZERR QQ0NHEERFER—
TR B H) BB B B A SRR B
MBEBHEN NEEERBTL
REMEERF 2 275 & &/ Al &
BB EMR

d RZFE-RFLtH TEEBERH
EBUE = HELRBHEREK
RS H B B KRB
RAKENEENERRM -EF
R ARG AR ERE AN
MEMRZHEE Wt SRR -

BRECHAEERAERFS X
AB SRS SFHH -

EFECHRENH EITRET G
AR FE R R A F 25
AERE ER=ZE—Hh&F+=A
—t+—BHRBAEREOARE
20,733,0007T

R-ZEBE-_TEFAZ=Z+H ZAE
BMELREMHARETERN
B NOFE R 2 B R YRR K
Ko

12. BE S IR

AEEREFNEHGRRTEZUEE
EIT REFPRERHNEEN —RA=
EXNEA AEEHNEREERE
ENERRIE TREEEEES
- WREEERR sREEEE
HimdaiEgsn - EX EXmt- A
REENEKE ZREREXETRHE
EPEH BUBEREPEER
o NEE W H EWE 5 IR
SEFATMER RS EMIRETEER
IHA - BB SHERFA T E -

HIERE —2oTERHERE
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Notes to the Condensed Consolidated Financial Statements

EEHEE M |RRMEE

For the six months ended 30 June 2020 #HZ_-—ZE_-ZFF  NHA=1+HIi~EA

12.

13.

TRADE RECEIVABLES (continued)

An aging analysis of the Group’s trade receivables, net of
allowance for credit losses as at the end of the reporting
period, based on the invoice dates, is as follows:

12. @L&ﬁ% NG,

EHRYPR AREEWE S RF
E%f:.f)@ﬂ@i%éﬁféﬁ’mﬁémﬁ,Hﬂ%IJ
MR DTN

30 June 31 December
2020 2019
—B-®E  —TNF
ANA=+H +Z—A=+—H

RMB’000 RMB'000
ABRBTRE  ARKTT
(unaudited) (audited)
(REERZ) &2
Within 3 months 3MEAR 6,145 39,440
4 to 6 months 472 6{E A 8,958 3,637
7 to 12 months 721218 A 1,007 1,707
16,110 44,784

TRADE AND BILLS PAYABLES ) Eﬁ%%ﬂﬁ AR ENAE

An aging analysis of the Group’s trade and bills payables
as at the end of the reporting period, based on the
invoice dates, is as follows:

S{EHK - AEEENEDERR
EHKF&%KE%% 3 HIBR 8L I
m -

30 June 31 December

2020 2019

/\H_‘I'El +=-—A=+—H

RMB’'000 RMB'000

ARBT T AREEFIT

(unaudited) (audited)

(REEZX) (EEZ)

Within 3 months 3@ A 18,719 41,913
Over 3 months 3MEA L E 26,470 14,943
45,189 56,856

The trade payables are non-interest-bearing and are
normally settled on six months terms (31 December
2019: six months). Bills payables of approximately
RMB6,800,000 (31 December 2019: RMB12,850,000)
were secured by the Group’s pledged deposits amounted
to approximately RMB2,040,000 (31 December 2019:
RMB3,855,000).
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For the six months ended 30 June 2020 #Z - ZE-—F# NA=1HINEA

14. SHORT TERM BORROWINGS

14. BEHIBE

30 June 31 December
2020 2019
—ECEHF —E-NF
ARA=+H tZ—A=+—H
RMB’000 RMB’000
AR®T R AR®ET T
(unaudited) (audited)
(REBERZ) (8 5F%)
Secured bank loans repayable within AR —FRNEENE R
one year RITER 98,000 98,000
Unsecured loans repayable within AR —FERNERAEEIH
one year B 23,000 16,200
121,000 114,200

(b)

At 30 June 2020 and 31 December 2019, the loans
were denominated in Renminbi and bore interest
rates ranging from 4.35% — 5.22% per annum.

At 30 June 2020, the secured bank loans of
the Group were secured by a pledge of the
Group's buildings with carrying amount of
approximately RMB4,835,000 (31 December 2019:
RMB6,096,000), leasehold lands and certain of
investment property with carrying amounts of
approximately RMB4,267,000 and approximately
RMB30,200,000 (31 December 2019: leasehold
land of RMB26,223,000). In addition, the bank
loans were secured by guarantees provided by an
independent third party, a director of the Company
and his son.

(@) RZZEZZEFRA=TRHEK=ZF
—hE+—A=+—08 8xH
UARENE WIREEHRTE
4.35%ZFE522%H B KT8 -

by RZE-ZFFA=1H A&
EEEAFEEMENARE
4,835,000L( —E—hF+—-A
=+—H: AR%6,096,0007T)
MEF EEEHAREK
4,267,000t & 9 A R ¥
30,200,0007C M E L R/ T
KEWE(ZZE—NLF+=A
—+— B - HELHHARE
26,223,000 E R A S B A K
HIBTTEROER LN BE
BITERBR—BBILE=H —
HZARNBESERET FRHEE
R o
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15. PROVISION FOR CONTINGENT

CONSIDERATION

In connection with the acquisition of the Technology
Know-how as explained in note 11, provision for
contingent consideration as at 31 December 2015
represented the acquisition-date fair value of contingent
consideration of i) a maximum of approximately
RMB1,289,409,836 in cash (“Cash Consideration”); and
ii) the contingent convertible notes (“Contingent CNs"”)
with principal amount of HK$73,920,000 (equivalent
to approximately RMB60,590,164), which will be issued
by the Company after fulfilment of certain conditions
specified in the acquisition agreement signed on 14
October 2015 ("Acquisition Agreement”), as part of
the consideration for the acquisition of the Technology
Know-how.

The settlement of Cash Consideration and the
Contingent CNs is subject to the following conditions:

“Second Instalment Conditions” refer to (a) the
registration of the transfer of the PRC Patents and
the US Patent having been completed in the State
Intellectual Property Office of the PRC and the United
States Patent and Trademark Office respectively, such that
the Company having become the applicant of the PRC
Patents (or if the PRC Patents are granted, the Company
having become the PRC Patents owner) under the record
of the State Intellectual Property Office of the PRC, and
the Company having become the US Patent owner under
the record of the United States Patent and Trademark
Office; and (b) the training provided by Bluestone
to the technicians of the Group and its contracted
parties having been completed, such that the Group
and its contracted parties having been able to produce
graphene-based EVA foam material and graphene
deodorizing and sterilizing chips based on the Technology
Know-how independently, and the graphene-based EVA
foam material and graphene deodorizing and sterilizing
chips produced having been certified by an independent
technical organisation at provincial level or above to
meet the inspection standard as stipulated under the
Acquisition Agreement.

Upon fulfilment of the Second Instalment Conditions, the
second instalment in the amount of RMB450,000,000
should be payable by the Company, of which (a)
RMB389,409,836 should be paid in cash within 6
months after fulfilment of the Second Instalment
Conditions; and (b) RMB60,590,164 should be satisfied
by issuing the convertible notes with principal amount
of HK$73,920,000 to Bluestone or its nominee(s) within
15 business days after the fulfilment of the Second
Instalment Conditions.
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For the six months ended 30 June 2020 #EZ —ZE-ZEF NA=+HILNEH
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For the six months ended 30 June 2020 #Z - ZE-—F# NA=1HINEA

15. PROVISION FOR CONTINGENT 15. AR ERE &

CONSIDERATION (continued)

“Third Instalment Conditions” refer to (a) the
accumulated turnover of a special purpose vehicle
("SPV") to be established by the Group for the sales
of graphene-based EVA foam material, graphene
deodorizing and sterilizing chips and graphene-based
wearable devices manufactured using the Technology
Know-how and/or any other companies (other than
companies of the Group) authorised to use the
Technology Know-how having reached RMB40,000,000;
and (b) the sales volume of graphene-based EVA foam
material having reached 20,000 cubic meters, each within
9 months after the Completion Date (or such later date
as the Company may agree).

Upon fulfilment of the Second Instalment Conditions
and the Third Instalment Conditions, the third instalment
in the amount of RMB270,000,000 should be payable
by the Company in cash to Bluestone or its nominee(s)
within 15 business days after the fulfilment of the Third
Instalment Conditions.

Second Instalment Conditions and Third Instalment
Conditions had been fulfilled and the Company had paid
RMB389,409,836 by way of cash and RMB60,590,164
by way of issuing the convertible notes and
RMB270,000,000 by way of cash on 2 February 2016 and
8 September 2016 respectively.

Pursuant to the Acquisition Agreement, upon fulfilment
of the Second Instalment Conditions and the Third
Instalment Conditions, Bluestone is entitled to share
35% of the earnings before interests, taxes, depreciation
and amortisation (“EBITDA") of the SPV for the 6-month
period ended 30 June or 31 December of each year
("Interim Financial Period”) starting from the year the
Second Instalment Conditions and the Third Instalment
Conditions are fulfilled and each subsequent Interim
Financial Period (until the end of the sixth financial year
ending 31 December from the Completion Date), subject
to a maximum sharing amount of RMB630,000,000 (the
"EBITDA Sharing Mechanism”).

[ 58 = BR{& M | FE A SERK B BB 12 91 A
WA RBRENESEBB)(@)AE
B S FERRMMREEN AR
IHEVAZS B M KL A2 E R REE S
Fr A 215 0] R 5B A M IR
B®RRI(ISPV]) & s R #EE A
RiTAENEAEMQ2a(hEREAR
SEENE) BT EEFDEARE
40,000,0007TC : K (b)f 2= HEVAEE B
MEHEE 2 3%20,00037 75 K ©

A8 — HRE 1 R 88 = BREHFiZ Ak 1%
E=H+ % AR®270,000,0007T 78
BARNRRE ZHIEHEEREISES
¥ARURETNTFERASIERERBA -

FEHBEMRE=SEMDER S K
NADRRZE—R"F-_AZHMUR
% X~ AR #389,409,8367T & i i
BT BRREEREINFAREKE
60,590,164t MR =T —NFE AN
B IR S AR#270,000,0007T °
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15. PROVISION FOR CONTINGENT

CONSIDERATION (continued)

For the avoidance of doubt, the financial year in which
the Completion Date ending on would be considered
as the first financial year for the purpose of the EBITDA
Sharing Mechanism. During the period under the EBITDA
Sharing Mechanism, for each Interim Financial Period, the
Company should appoint an independent auditor to issue
a certificate for the EBITDA of the SPV during the relevant
Interim Financial Period within 4 months from the end
of such Interim Financial Period, and the sharing amount
shall be paid by the Company in cash to Bluestone or its
nominee(s) within 15 business days after the issuance
of such certificate. Any license fees for the Technology
Know-how payable by the SPV to the Group will be
disregarded in the calculation of the EBITDA.

If the accumulated EBITDA of the SPV during the period
under the EBITDA Sharing Mechanism is less than
RMB1,800,000,000 (for the purpose, if the SPV records a
loss in any Interim Financial Period, the EBITDA of the SPV
of that Interim Financial Period would be regarded as zero
in calculating the accumulated EBITDA), the total sharing
amount under the EBITDA Sharing Mechanism will be less
than RMB630,000,000 and the Company is not obligated
to pay the shortfall between RMB630,000,000 and 35%
of the actual accumulated EBITDA of the SPV during the
period under the EBITDA Sharing Mechanism.

Provision for contingent consideration as at 30 June 2020
represented the contingent cash consideration payable
to Bluestone or its nominee(s) under the EBITDA Sharing
Mechanism.
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For the six months ended 30 June 2020 #Z - ZE-—F# NA=1HINEA

15. PROVISION FOR CONTINGENT

CONSIDERATION (continued)

15. AR EREE)

The movements of the provision for contingent SHARBREEZ EEWT -
consideration were as follows:
30 June 31 December
2020 2019
—B-EF —E-NF
AA=+H +t—A=+—H
RMB’000 RMB’000
AR® T ARBFTT
(unaudited) (audited)
(REEZX) (f&EZ)
As at the beginning of the Period/year — FZAHARE /4 4] - 4,769
Fair value gain credited to profit RNERFARBERTANA
or loss during the Period/year AU - (4,769)
As at the end of the Period/year R, F R - -

The fair value of the provision for contingent consideration
is calculated using the discounted cash flow approach (31
December 2019: discounted cash flow approach). The
discount rate used in the approach as at 30 June 2020
was 19.85% (31 December 2019: ranging from 14.84%-
14.86%).

The provision for contingent consideration is classified
as a financial liability which will then be measured at fair
value and any changes in fair value will be recognised in
the consolidated statement of profit or loss.

The Directors conducted a fair value assessment of
the provision for contingent consideration as at 30
June 2020, with reference to a valuation conducted
by an independent professional valuer, Ascent Partners
Valuation Service Limited.

FARERENAFERBIERS
mAEZE-—NE+ZA=1+—8":
MBERERE)FE - RE_TFN
A=4+8 Z#EMBHHE X 519.85%
(ZZE—NF+=ZA=+—H:EH
&[E14.84%-14.86% ) e

IARERBRIBRERAE
‘A FEFE EAAQ ?LTE“
RS IBE R AR
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Notes to the Condensed Consolidated Financial Statements

EEHEE M |RRMEE

For the six months ended 30 June 2020 #HZ_-—ZE_-ZFF  NHA=1+HIi~EA

16. SHARE CAPITAL 16. RA&
The details of the authorised and issued share capital of AKANREERBETRAZFBWN
the Company are as follows: T
Number of
ordinary  Nominal value  Nominal value
shares of of ordinary of ordinary
US$0.01 each shares shares
BREE
0.01% 7Tl
EERYA EEREE EEREE
Us$'000 RMB'000
TEn AREFL
Authorised: EE
At 1 January 2019, RZE-NF-A—0"
31 December 2019, —E-NEtZA=1T-8H"
1 January 2020 and -z
30 June 2020 —Z-F 5,000,000,000 50,000 342,400
Issued and fully paid: DERTRAR:
At 1 January 2019 RZE—NF—A—H 1,304,059,608 13,041 86,758
Completion of subscription of o RIB AT AR 1D
new Shares 182,800,000 1,828 12,552
At 31 December 2019, RZZE-NFE+-A=1+—-8"
1 January 2020 and %
30 June 2020 “E-FF A=1+H 1,486,859,608 14,869 99,310

As disclosed in the Company’s announcements dated
9 November 2018, 12 November 2018, 8 March 2019
and 29 May 2019, the Subscription was completed on
8 March 2019. The net proceeds from the Subscription
(after deducting the relevant expenses incurred in
the Subscription) was approximately HK$49,136,000
(equivalent to approximately RMB42,982,000).
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For the six months ended 30 June 2020 #Z - ZE-—F# NA=1HINEA

17. SHARE-BASED PAYMENT TRANSACTIONS 17. URGAEEBINTRZRS

Equity settled share option scheme of the
Company

On 8 January 2011, the Company operates the Share
Option Scheme for the purpose of providing incentives
and rewards to eligible participants who contribute to the
success of the Group’s operations. Eligible participants
of the Share Option Scheme include, among others, the
Directors, including independent non-executive directors,
employees, suppliers of goods or services, customers,
consultants of the Group, the Company’s shareholders,
and any non-controlling shareholder in the Company’s
subsidiaries. The Share Option Scheme became effective
on 28 January 2011 and, unless otherwise cancelled or
amended, will remain in force for 10 years from that
date, i.e. 27 January 2021.

Subject to the Listing Rules, the overall limit on the
number of Shares which may be issued upon the exercise
of all outstanding options granted and yet to be exercised
under the Share Option Scheme and any other share
option schemes of the Company must not, in aggregate,
exceed 30% of the relevant class of Shares in issue from
time to time. Subject to the limit above, the maximum
number of shares which may be issued upon exercise of
all share options to be granted under the Share Option
Scheme and any other schemes of the Group shall not
in aggregate exceed 10% of the Shares in issue at the
Listing Date (the “Scheme Mandate Limit”) and at the
date of approval by the shareholders of the Company
in general meeting where the Scheme Mandate Limit
is refreshed. The maximum number of Shares issuable
under share options to each eligible participant in the
Share Option Scheme within any 12-month period is
limited to 1% of the Shares in issue at any time. Any
further grant of share options in excess of this limit is
subject to shareholders’ approval in a general meeting.

Share options granted to a director, chief executive or
substantial shareholder of the Company, or to any of
their respective associates, are subject to approval in
advance by the independent non-executive directors.
In addition, any share options granted to a substantial
shareholder or an independent non-executive director of
the Company, or to any of their associates, in excess of
0.1% of the Shares in issue and with an aggregate value
(based on the closing price of the Shares at the date of
grant) in excess of HK$5 million, in the 12-month period
up to and including the date of grant, are subject to
shareholders’ approval in advance in a general meeting.

RABUREERE 2 BIRET S

R-ZZE——F—AN\B AR AEME
BREAE BEMAREBRERZ
RINER BRI Z G BIR 2 HEAE R4
Bh KR - BERR AT B S B R 2 mE
BIEEPBE)EZ(BEBIIES
TES) AEBREE  ERREHE
e BFE - AEEEM - ARRIRE
NN ) = /N W s S G L= 2
RoBERE8H T ——%F—A
“tHNBBRER BIEERESE
i BABHZ BT ERRES
BEE-_Z-—F—A-++H)-

R EMARR RIREBIRER B R
ARBEAEMEREEE R EE
W ARTTE 2 P A B 31T INE A &
TTER A TREITZRMEBE 2 EBIR
B AATBBATREBITHEER
RN 230% ° £ LAt REEARR T
RIZRE it 8l AR BT E b Ft
BRI H P A B TR ] T3
THERNEHE AT EEBR
FHEHERARRRRABERAE &
BERHFEREREEASHITR
10 210% ([ 51 B HEBRFE 1) o IOEAA
T B A MR A - RIEE R SR
TEEERZEE ZBIER TET
Z i BB AEA R 2 1T
10.21% 3R o 35 H R B It R 1 2 (47T
Hip B BEBRNERAE £
HEE ©

BRYARAIESR  TBITHRAESRE
ERE SIS A EA T 2 B
BB IERITEST S AR E I
S AR BEERS+ @ A HE
W W FARREERES B IE
HTEEAHSEMBEAL ZEM
MR R e 2 B 1T AR (901 % KRR R
HERERD BB+ =@ A HE
W mEFE 2 BREIEB
5,000,000/8 7T * BIZB &R MR IR K
= FEEE-

HIERE —2oTERHERE

53



54

Notes to the Condensed Consolidated Financial Statements

EEHEE M |RRMEE

For the six months ended 30 June 2020 #HZ_-—ZE_-ZFF  NHA=1+HIi~EA

/|

17. SHARE-BASED PAYMENT TRANSACTIONS 17. URGAEBINTRZRS

(continued)

Equity settled share option scheme of the
Company (continued)

An offer of the grant of share options may be accepted
within 28 days from the date of offer, upon payment
of a nominal consideration of HK$1 in total by the
grantee. The exercise period of the share options granted
is determinable by the Directors, and which shall not
exceed 10 years after the date on which the share
options are granted and accepted. The exercise of any
share option may be subject to a vesting schedule to be
determined by the Board.

The Share Option Scheme does not specify a minimum
period for which a share option must be held before it
can be exercised.

The exercise price of share options is determinable by
the Directors, but may not be less than the higher of (i)
the Stock Exchange closing price of the Shares on the
date of offer of the share options; (ii) the average Stock
Exchange closing price of the Shares for the five trading
days immediately preceding the date of offer and (iii) the
nominal value of the Shares.

Share options do not confer rights on the holders to
dividends or to vote at shareholders’ meetings.
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For the six months ended 30 June 2020 #Z - ZE-—F# NA=1HINEA

17. SHARE-BASED PAYMENT TRANSACTIONS

(continued)
Equity settled share option scheme of the
Company (continued)

The following share options were outstanding under the
Share Option Scheme during the Period:

30 June 2020
=t & LB

/|

17. URHBRERNETR 2R S
(%)
FRATUREEE 2 BRETE
(%&)

A ERRS - AR R B A MR A B R 1T
HMEBRRAEI T :

31 December 2019
—F-AFt=A=t-R

(unaudited) (audited)
(REER) (&E=%)
Weighted Number Weighted Number
average of share average of share
exercise price options  exercise price options
¥ fBIRE 15 BE
TR #E 1TE(E A
HK$ HK$
BT BT
At the beginning/end of the — RZAREARS,/F4]/ K
Period/year 0.65 241,180,000 0.65 241,180,000

The Company had no share option being granted,
exercised, cancelled or forfeited pursuant to the Share
Option Scheme during the Period (31 December 2019:
Nil).
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For the six months ended 30 June 2020 #EZ —ZE-ZEF NA=+HILNEH

17. SHARE-BASED PAYMENT TRANSACTIONS

(continued)

Equity settled share option scheme of the
Company (continued)

The outstanding share options as at 30 June 2020 were
vested to the grantees in the following manner:

- 10,917,000 of such share options were vested on
10 December 2015 with an exercise period from 10
December 2015 to 9 December 2020.

- 19,356,000 of such share options were vested on
10 December 2016 with an exercise period from 10
December 2016 to 9 December 2020.

- 3,195,000 of such share options were vested on 10
December 2017 with an exercise period from 10
December 2017 to 9 December 2020.

- 2,556,000 of such share options were vested on 10
December 2018 with an exercise period from 10
December 2018 to 9 December 2020.

- 2,556,000 of such share options were vested on 10
December 2019 with an exercise period from 10
December 2019 to 9 December 2020.

- 45,660,000 of such share options were vested on
24 June 2016 with an exercise period from 24 June
2016 to 23 June 2021.

- 31,600,000 of such share options were vested on
24 June 2017 with an exercise period from 24 June
2017 to 23 June 2021.

- 2,900,000 of such share options were vested on
24 June 2018 with an exercise period from 24 June
2018 to 23 June 2021.
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17.

EHAGEES T HRRME

For the six months ended 30 June 2020 #Z - ZE-—F# NA=1HINEA

SHARE-BASED PAYMENT TRANSACTIONS

(continued)

Equity settled share option scheme of the
Company (continued)

2,320,000 of such share options were vested on
24 June 2019 with an exercise period from 24 June
2019 to 23 June 2021.

2,320,000 of such share options were vested on
24 June 2020 with an exercise period from 24 June
2020 to 23 June 2021.

1,425,000 of such share options were vested on 16
December 2016 with an exercise period from 16
December 2016 to 15 December 2021.

1,900,000 of such share options were vested on 16
December 2017 with an exercise period from 16
December 2017 to 15 December 2021.

2,375,000 of such share options were vested on 16
December 2018 with an exercise period from 16
December 2018 to 15 December 2021.

1,900,000 of such share options were vested on 16
December 2019 with an exercise period from 16
December 2019 to 15 December 2021.

1,900,000 of such share options will be vested on
16 December 2020 with an exercise period from 16
December 2020 to 15 December 2021.

64,980,000 of such share options were vested on
19 June 2018 with an exercise period from 19 June
2018 to 18 June 2023.

43,320,000 of such share options were vested on
19 June 2019 with an exercise period from 19 June
2019 to 18 June 2023.
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For the six months ended 30 June 2020 #EZ —ZE-ZEF NA=+HILNEH

17. SHARE-BASED PAYMENT TRANSACTIONS

(continued)

Equity settled share option scheme of the
Company (continued)

The outstanding share options as at 31 December 2019
were vested to the grantees in the following manner:

- 10,917,000 of such share options were vested on
10 December 2015 with an exercise period from 10
December 2015 to 9 December 2020.

- 19,356,000 of such share options were vested on
10 December 2016 with an exercise period from 10
December 2016 to 9 December 2020.

- 3,195,000 of such share options were vested on 10
December 2017 with an exercise period from 10
December 2017 to 9 December 2020.

- 2,556,000 of such share options were vested on 10
December 2018 with an exercise period from 10
December 2018 to 9 December 2020.

- 2,556,000 of such share options were vested on 10
December 2019 with an exercise period from 10
December 2019 to 9 December 2020.

- 45,660,000 of such share options were vested on
24 June 2016 with an exercise period from 24 June
2016 to 23 June 2021.

- 31,600,000 of such share options were vested on
24 June 2017 with an exercise period from 24 June
2017 to 23 June 2021.

- 2,900,000 of such share options were vested on
24 June 2018 with an exercise period from 24 June
2018 to 23 June 2021.
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Notes to the Condensed Consolidated Financial Statements

17.

EHAGEES T HRRME

For the six months ended 30 June 2020 #Z - ZE-—F# NA=1HINEA

SHARE-BASED PAYMENT TRANSACTIONS

(continued)

Equity settled share option scheme of the
Company (continued)

2,320,000 of such share options were vested on
24 June 2019 with an exercise period from 24 June
2019 to 23 June 2021.

2,320,000 of such share options were vested on
24 June 2020 with an exercise period from 24 June
2020 to 23 June 2021.

1,425,000 of such share options were vested on 16
December 2016 with an exercise period from 16
December 2016 to 15 December 2021.

1,900,000 of such share options were vested on 16
December 2017 with an exercise period from 16
December 2017 to 15 December 2021.

2,375,000 of such share options were vested on 16
December 2018 with an exercise period from 16
December 2018 to 15 December 2021.

1,900,000 of such share options were vested on 16
December 2019 with an exercise period from 16
December 2019 to 15 December 2021.

1,900,000 of such share options will be vested on
16 December 2020 with an exercise period from 16
December 2020 to 15 December 2021.

64,980,000 of such share options were vested on
19 June 2018 with an exercise period from 19 June
2018 to 18 June 2023.

43,320,000 of such share options were vested on
19 June 2019 with an exercise period from 19 June
2019 to 18 June 2023.
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For the six months ended 30 June 2020 #HZ_-—ZE_-ZFF  NHA=1+HIi~EA

17. SHARE-BASED PAYMENT TRANSACTIONS

(continued)

Equity settled share option scheme of the

Company (continued)

The exercise prices and exercise periods of the share
options outstanding as at the end of the reporting period

are as follows:

30 June 2020
—Z-BEXA=1H

/|

17. LR AEROARZRZ
(%)
A B AR AE B B A A A )
(%)
2RI R AT OB AR AR O 7T (2
ERATEEMT :

Number of Exercise price

share options HK$ per share Exercise period

BREZA THEEERER 1T1EHR

108,300,000 0.54 19 June 2018 to 18 June 2023
—E-)\FENATNHEZZE-_=FA+/\H

9,500,000 0.99 16 December 2016 to 15 December 2021
—E-XF+ZA+ARAEZZ=_—F+=-A+HAH

84,800,000 0.67 24 June 2016 to 23 June 2021
—E-RNFEANAZTONHEEZZE_—FNAZ-+=H

38,580,000 0.81 10 December 2015 to 9 December 2020

31 December 2019
—E-hhF+=ZA=+—H

—E-RF+ZAtHEZZE_ZFE+-ANH

Number of Exercise price
share options HK$ per share Exercise period
B EHAE TEEFRETT 171 58
108,300,000 0.54 19 June 2018 to 18 June 2023
- N\FEXATAhBE=Z-_=FA+N\H
9,500,000 0.99 16 December 2016 to 15 December 2021
—E—RF+-A+RNBE-ZE=-—F+=-A+HH
84,800,000 0.67 24 June 2016 to 23 June 2021
—E—RFEARAZtTNBRE=_E-_—FXA=-+=H
38,580,000 0.81 10 December 2015 to 9 December 2020

—E-RAFt+ - AtHE-E-_ZEF+-ANHA

BHE-_ZT—RFt+-A=+—HBItF
FEEeEREBERENDFEAEE
24,872,000 ;T( &8 N AR ¥
20,837,0007T)°

The fair value of the share options granted during the
year ended 31 December 2015 was HK$24,872,000
(equivalent to RMB20,837,000).
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Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 June 2020 #Z - ZE-—F# NA=1HINEA

17. SHARE-BASED PAYMENT TRANSACTIONS 17. URGAEEBINTRZRS

(continued)

Equity settled share option scheme of the
Company (continued)

The fair values of the share options granted on 24 June
2016 and 16 December 2016 were HK$18,960,000
(equivalent to RMB16,204,000) and HK$3,924,000
(equivalent to RMB3,510,000) respectively.

The fair value of the share options granted on
19 June 2018 was HK$17,289,000 (equivalent to
RMB14,576,000).

The Group recognised total share based payment of
RMB193,000 for the Period (for the year ended 31
December 2019: RMB4,213,000) in relation to share
options granted by the Company.

The fair value was estimated as at the date of grant,
using a binomial model, taking into account the terms
and conditions upon which the options were granted.

As at 30 June 2020, 148,685,960 Shares may be
issued upon the exercise of all the share options to be
granted under the Share Option Scheme, representing
approximately 10% of the total issued Shares as at
30 June 2020 and the date of this interim report. As
at 30 June 2020, the Company had 241,180,000 (31
December 2019: 241,180,000) share options outstanding
under the Share Option Scheme, which represented
approximately 16.22% (31 December 2019: 16.22%)
of the Shares in issue as at that date. The exercise in
full of the outstanding share options would, under the
present capital structure of the Company, result in the
issue of 241,180,000 (31 December 2019: 241,180,000)
additional Shares and additional share capital and share
premium of approximately HK$18,692,000 (equivalent to
RMB17,074,000) (31 December 2019: HK$18,783,000
equivalent to RMB16,825,000) and approximately
HK$137,260,000 (equivalent to RMB125,379,000)
(31 December 2019: HK$137,170,000 equivalent to
RMB122,874,000), before issue expenses.

(%)

ARAT RS E 2 BIRESTE
(#&)
RZE-—AREANA+THEEE=ZS
—NET-A+TAAERENBRED
&5 5l A18,960,0005 T (HHE R
AR #16,204,0007T ) 123,924,000
T (HHERAR3,510,0007T)°

RZZE—N\EFENA+TILBREOER
TN F1{E A17,289,000 T (HHE R
AER#14,576,0007T ) °

NEBRABHBBAR RE LA ER
RN AEMONRET AR
#193,000L( — & — L F + = A
=+-— EIJLEF‘-AE%M,ZB,OOO
JL)°

DTS5 RIS B e 1
R MR (AR RGP ISR
Bt -
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EHTHTREZHEEREREITE
1% - 15 3£ 17148,685,9600% B& 17 - #8 &
REZ-_Z _ZFA=1+HKAKF
HHREABH2HEBTRO ZL
10% -HN_ZE_FTFNA=1TH AR
AR AR ST £ITE T # 5 241,180,000
N ZE—NhF+ZA=+—H:
241,180,00017 ) 8 AR T AR - (4
RZBEHEBETRMA16.22%(=F
—NF+=A=+—H :16.22%)° 1R
BEAN G E ARG ?&%{fﬂf%ﬁ%
8] R 17 158 B B AR S 48 B RE O B
241,180,000 ( =& — L F + = H
=+—H :241,180,0000% ) &1 K %8
HMNIR AR R B D s B (R INBR B 1 TR )
5 FI#418,692,0008 L (FEE R AR
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For the six months ended 30 June 2020 #HZ_-—ZE_-ZFF  NHA=1+HIi~EA

18. FAIR VALUE MEASUREMENTS OF 18. EM I ENAFEFE
FINANCIAL INSTRUMENTS
Fair value of the Group’s financial assets and REBRBEEMHEEZRAFES

financial liabilities that are measured at fair value ENEREERSREENAFE
on a recurring basis

Some of the Group’s financial assets and financial REZHBKR AEEHNETEHE
liabilities are measured at fair value at the end of each ENcmBERAFYET=E TRE
reporting period. The following table gives information NZEsmEENERAGBEATEE
about how the fair values of these financial assets and FEHNCERATAMNIGEERENE
financial liabilities are determined (in particular, the IYNEDE R
valuation technique(s) and inputs used).
Significant
Fair value as at Fair value unobservable Valuation technique(s)
Financial liabilities 30 June 2020 hierarchy inputs Range and key input(s)
R-ZE-EF5:A=1A EXTABE
SHEE WATE ATESR BAR gE HEAEREERAR
Provision for contingent Liabilities, Level 3 Discount rate 19.85% Discounted Cash Flow Approach
consideration RMB Nil (31 December 2019: The key inputs are set out in
14.84%-14.86%) note 15
IRRERE af: E=Hh HRE 19.85% ERREMA
REZTL (Z5-hE TEHAEHRHES
t-A=1-8:
14.84%-14.86%)
Fair value hierarchy NEEER
Level 3
E=
30 June 31 December
2020 2019
=t £ (= T
~AB=+H +=-—A=+—H
RMB’000 RMB’000
ARBT T AREET T
Financial liabilities EA =L

Provision for contingent consideration AR ERE - -
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For the six months ended 30 June 2020 #Z - ZE-—F# NA=1HINEA

18. FAIR VALUE MEASUREMENTS OF

18. EMITENAFEFTEE)

FINANCIAL INSTRUMENTS (continued)

Reconciliation of Level 3 fair value measurements

F=RMDFETENHER

Provision for
contingent
consideration
FARERE
RMB’000
AR¥TR
(note 15)
(Ktat15)

As at 31 December 2019, 1 January 2020
and 30 June 2020

RZE-NF+-_A=+—8"
“Z-EF-A-BK
—E-TFERNA=1H

Fair values of the Group’s financial assets and
financial liabilities carried at other than fair value
The Directors consider that the carrying amounts of
financial assets and financial liabilities at amortised
cost recorded in the condensed consolidated financial
statements approximate their fair values.

19. COMMITMENTS

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

BRATFEUINIRZAEBEH
BEENRERMAGEZATE

EERA REARSMBHRAIZE
HRAIRNEREE N ERAEN
FRHERAE RN FERE -

19. &iE
REEN 2 FRERA LA THEE

30 June 31 December
2020 2019
—E-EF —E-NF
AA=+H tZA=+—H
RMB’000 RMB’000
AR®T T ARETT
(unaudited) (audited)
(REER) (&%)
Contracted for capital commitment in EARMBARIRER
respect of investment in subsidiaries HESE NS 169,970 169,970
Contracted for commitments in respect of: B #FLATIE B AFT4RIE
— advertising and consultancy services — BE KA ARE 379 249
- research and development contract — RS L 300 300
— property, plant and equipment o JE NN e 2,377 3,117
3,056 3,666
HERE —Z-EFRH®RE
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For the six months ended 30 June 2020 #HZ_-—ZE_-ZFF  NHA=1+HIi~EA

20. RELATED PARTY TRANSACTIONS 20. BEALTRS
Compensation of key management personnel of the REBTFTEERBAENMEWT :

Group is as follows:

Six months ended 30 June

BENA=THILLAEA

2020 2019
—g-®F T NF
RMB’000 RMB’000

ARET ARETTT
(unaudited) (unaudited)
(REEERZ) (REEEZ)

Fees we 54 -
Other emoluments: HEN e
Salaries, allowances and benefits in kind e EZBEREYAZE 988 996
Contributions to retirement benefits RIREFIFT B K
schemes 21 16
1,009 1,012
21. APPROVAL OF THE CONDENSED 21. BRFREP M BEHRR ZHE
CONSOLIDATED INTERIM FINANCIAL
STATEMENTS
The condensed consolidated interim financial statements BRRGAETHMBRRA - F
were approved and authorised for issue by the Board on NAZHN\BRESGHE R ESR
28 August 2020. e
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