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UNAUDITED INTERIM RESULTS
FOR THE SIX MONTHSENDED 30TH JUNE, 2018

The board of directors (the “Board”) of Daido Gup Limited (the “Company”) is pleased to
announce the unaudited consolidated results o€tdmpany and its subsidiaries (the “Group”) for
the six months ended 30th June, 2018, togethertivtlcomparative figures for the corresponding
period in 2017 as follows:

CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME
FOR THE SIX MONTHS ENDED 30TH JUNE, 2018

Six months Six month
ended ended

30.6.2018 30.62017

Notes HK$'000 HK$'00C

(unaudited) (unaudite)

Revenu

- Cold storage and related servi 105,283 100,68:
- Tradin¢ of food and beverau 33,931 27,28.
- Loan interest incon 4,590 2,85¢
Total revenu 3 143,804 130,82«
Direct cost (128,114) (118,919
Gross profi 15,690 11,90¢
Other incom 4 884 61¢
Selling and istribution expenst (7,427) (5,520)
Administrative expens (22,769) (21,885
Other gains and loss 5 (440) 11¢
Finance cos 6 (3,012) (3,049
Loss before te (17,074) (17,819
Taxatior 7 - -
Loss for the peric 8 (17,074) (17,819

*For identification purpose only



Other comprehensive expense for the period
Item that may bereclassified subsequently to
profit or loss:
Exchange differenc arising on translation of
foreign operatior

Total comprehensive expense for the pe

Loss for the period attributable
Owners of the Compa
Non-controlling interest

Total comprehense expense for the peric
attributable tc
Owners of the Compa
Non-controlling interest

Loss per shar- basic

CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

AT 30TH JUNE, 2018

NON-CURRENT ASSETS

Property, plant and equipm

Goodwill

Available-for-sale investment

Equity instrument at fair value through other
comprehensive income (“FVTOCI")

Financial assets at fair value through profit @slo
(“FVTPL")

Rental deposits paid

Pledged bank deposits

Loan receiables

Six months Six month
ended ended
30.6.2018 30.62017
Notes HK$'000 HK$'00C
(unaudited) (unaudite)
(330) (152)
(17,404) (17,97))
(17,074) (17,819
(17,074) (17,819
(17,404) (17,97))
(17,404) (17,97))
10 HK (0.70) cent HK(0.73 cen
30.6.2018 31.12.2017
Notes HK$'000 HK$'000
(unaudited) (auditeq)
6,083 7,578
68 68
- 38,502
830 -
25,059 25,038
102,975 102,975
11 12,135 12,262
147,150 186,423




CURRENT ASSETS

Inventories

Trade and other receivables, deposits and
prepayments

Loan receivables

Amount due from non-controlling interests of a
subsidiary

Held for trading investments

Bank balances and c:

CURRENT LIABILITIES

Trade and other payables
Contract liabilities

Amount due to an invest
Obligations under finance leases

NET CURRENT ASSETS

TOTAL ASSETSLESS CURRENT
LIABILITIES

CAPITAL AND RESERVES
Share capital
Share premium and reserves

Equity attributable to owners of the Comp
Non-controlling interests

NON-CURRENT LIABILITIES
Obligations under finance leases
Bonds

30.6.2018 31.12.2017
Notes HK$'000 HK$'000
(unaudited) (auditeq)
647 693
12 71,757 59,490
11 76,191 51,318
- 9,760
- 902
45,167 94,792
193,762 216,955
13 24,691 28,884
7,835 -
- 39,04
253 594
32,779 68,520
160,983 148,435
308,133 334,85¢
24,323 24,323
178,457 195,321
202,780 218,644
5,163 14,923
207,943 234,567
190 291
100,000 100,00(
100,190 100,291
308,133 334,85¢




NOTESTO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
FOR THE SIX MONTHS ENDED 30TH JUNE, 2018

1.

BASIS OF PREPARATION

The condensed consolidated financial statementg &en prepared in accordance with
Hong Kong Accounting Standard 34 ("HKAS 34fhterim Financial Reportingssued by the
Hong Kong Institute of Certified Public Accountar{tse “HKICPA") as well as with the
applicable disclosure requirements of Appendix A&he Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong lethitthe “Stock Exchange”).

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements baen prepared on the historical cost
basis except for certain financial instruments,citare measured at fair values.

Other than changes in accounting policies resuftioign application of new and amendments
to Hong Kong Financial Reporting Standards (“HKFRSs$he accounting policies and
methods of computation used in the condensed ddasedl financial statements for the six
months ended 30th June, 2018 are the same as fiblbmged in the preparation of the
Group’s annual financial statements for the yealed31st December, 2017.

Application of new and amendments to HKFRSs

In the current interim period, the Group has agblfer the first time, the following new and
amendments to HKFRSs and an interpretation issyeitido HKICPA which are mandatory
effective for the annual period beginning on oeaftst January, 2018 for the preparation of
the Group’s condensed consolidated financial stetdsn

HKFRS 9 Financial Instruments

HKFRS 15 Revenue from Contracts with Customersthad
related Amendments

HK(IFRIC)-Int 22 Foreign Currency Transactions aidlvance
Consideration

Amendments to HKFRS 2 Classification and MeasurénoérShare-based

Payment Transactions

Amendments to HKFRS 4 Applying HKFRS 9 Financiasttaments with
HKFRS 4 Insurance Contracts

Amendments to HKAS 28 As part of the Annual Impnmests to HKFRSs
2014-2016 Cycle

Amendments to HKAS 40 Transfers of Investment Pritype

The new HKFRSs have been applied in accordancethathelevant transition provisions in
the respective standards which result in changesdounting policies and amount reported
as described below.

Except as described below, application of the ammamds to HKFRSs and the interpretation
in the current period has had no material impacthenGroup’s financial performance and
positions for the current and prior years and/ecldisures set out in these condensed financial
statements.



Summary of effects arising from initial applicatioof HKFRS 15 Revenue from Contracts
with Customers

At the date of initial application, included in thrade and other payables was an amount of
HK$6,932,000 related to advance billings to cust@emier cold storage services. These
balances were reclassified to contract liabilitipsn application of HKFRS 15.

A contract liability represents the Group’s obligat to transfer goods or services to a
customer for which the Group has received consiergor an amount of consideration is
due) from the customer.

The following adjustment was made to the amourndsgeised in the condensed consolidated
statement of financial position at 1st January,&Q1ne items that were not affected by the
changes have not been included.

31.12.2017 Adjustmen 01.01.2018
HK$'00C HK$'00C HK$'000

Current liabilitie:
Trade and other payab 28,88« (6,932) 21,95:
Contract liabilitie: - 6,93: 6,93:

The following table summarises the impacts of ajpglyHKFRS 15 on the Group's
condensed consolidated statement of financial iposés at 30th June, 2018 for each of the
line items affected. Line items that were not atedoy the changes have not been included.

Amounts
without
application ¢
As reporte Adjustmen HKFRS 1t
HK$'00C HK$'00C HK$'000
Current liabilitie:
Trade and other payab 24,691 7,83t 32,52¢

Contract liabilitie: 7,83t (7,83F)

Summary of effects arising from initial applicatioof HKFRS 9 Financial Instruments

Classification and measurement of financial assets

Trade receivables arising from contracts with corslis are initially measured in accordance
with HKFRS 15.

All recognised financial assets that are within #empe of HKFRS 9 are subsequently
measured at amortised cost or fair value, includinguoted equity investments measured at
cost less impairment under HKAS 39.

Equity instrument designated as at FVTOCI
At the date of initial application/ initial recodimmn, the Group may make an irrevocable

election (on an instrument-by-instrument basisjésignate investments in equity instrument
as at FVTOCI.



Investments in equity instrument at FVTOCI are iatly measured at fair value plus

transaction costs. Subsequently, they are meastirfiair value with gains and losses arising
from changes in fair value recognised in OCI ancuawlated in the FVTOCI reserve; and
are not subject to impairment assessment. The ativrellgain or loss will not be reclassified

to profit or loss on disposal of the equity investits, and will be transferred to retained
profits/ will continue to be held in the FVTOCI ezse.

Dividends on these investments in equity instrunaeatrecognised in profit or loss when the
Group’s right to receive the dividends is estaldsin accordance with HKFRS 9, unless the
dividends clearly represent a recovery of parth&f tost of the investment. Dividends are
included in the “other income” line item in prodit loss.

Financial assets at FVTPL

Financial assets that do not meet the criterido&ng measured at amortised cost or FVTOCI
or designated as FVTOCI are measured at FVTPL.

Financial assets at FVTPL are measured at fairevalihe end of each reporting period, with
any fair value gains or losses recognised in puarfitoss. The net gain or loss recognised in
profit or loss includes any dividend or interestrea on the financial asset and is included in
the “other gains and losses” line item.

The directors of the Company reviewed and asseadsedroup’s financial assets as at 1st
January, 2018 based on the facts and circumstdimaesxisted at that date. The results of the
assessment and impact are set out below.

The following adjustments were made to the amoumisognised in the condensed
consolidated statement of financial position at Jatuary, 2018. Line items that were not
affected by the changes have not been included.

31.12.2017 Reclassificatio Remeasureme 01.01.2018

HK$'00C HK$'00C HK$'00C HK$'00C

Available-for-sale investmen

- HKAS 39 (Note 1 38,50: (38,507 - -
Equity instrument at FVTOC

- HKFRS 9 (Note 1 - 38,50: 54C 39,04:
FVTOCI reserve

- HKFRS 9 (Note 1 - - (540 (540
Held for trading investme

- HKAS 3¢ (Note 2 90z (902) - -
Financial assets at FVTP

- HKFRS 9(Note 2 - 90z - 90z
Notes:

1. The Group elected to present in OCI for the faiugachanges of its equity investment
previously classified as available-for-sale of HR$E2,000, being unquoted equity
investment previously measured at cost less immaitmunder HKAS 39. This
investment is not held for trading and not expettelde sold in the foreseeable future. At
the date of initial application of HKFRS 9, suchvestment was reclassified from
available-for-sale investment to equity instrumeatd=VTOCI. The fair value gain of
HK$540,000 relating to this investment previousfyried at cost less impairment was
adjusted to equity investment at FVTOCI and FVT@&3erve at 1st January, 2018.
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3A.

2. At the date of initial application, the investmeptgviously classified as held for trading
investments would not meet the definition of hetd frading and are classified as
financial assets at FVTPL accordingly.

Impairment under ECL model

The Group recognises a loss allowance for ECL aanftial assets which are subject to
impairment under HKFRS 9 (including trade receieablloan receivables, pledged bank
deposits and bank balances). The amount of EClpdated at each reporting date to reflect
changes in credit risk since initial recognition.

The directors of the Company reviewed and assabgeGompany’s existing financial assets
for impairment using reasonable and supportablermmation that is available without undue
cost or effort in accordance with the requiremenitsHKFRS 9 and concluded that the
application does not result in any financial impextthe condensed consolidated financial
statements.

SEGMENT INFORMATION

Information reported to the executive directorstiid Company, being the chief operating
decision makers, for the purposes of resource allmt or assessment of segment
performance focuses on types of services delivenregrovided. No operating segment
identified by the chief operating decision makeesvéh been aggregated in arriving at the
reportable segments of the Group.

Specifically, the Group’s reportable and operatseggments under HKFRS @perating
Segmentare as follows:

1. Cold storage and related services in Hong Kong IGtorage and related services”)

2. Trading of food and beverage in the People’s RepublChina (the “PRC”) (“Trading of
food and beverage”)

3. Money lending services in Hong Kong (“Money lendsegvices”)

The following is an analysis of the Group’s reverauna results by reportable and operating
segments.

Six months ended 30.6.2018 (unaudited)

Cold storage  Trading of Money

and related food and lending
services beverage services Total
HK$'000 HK$'000 HK$'000 HK$'000
Revenu 105,283 33,931 4,590 143,804
Segmen(losg) profit (5,379) (6,522) 1,588 (10,313)
Unallocated incote 884
Unallocated expens (4,561)

Change in fair value cfinancial

assets at FVTF (72)
Finance cos (3,012
Loss before te (17,074)



Six months ended 30.6.2017 (unaudited)

Cold storage Trading o Money

and related food anc lending
service beverag service Total
HK$'00C HK$'00C HK$'00C HK$'000
Revenu 100,68:. 27,28 2,85¢ 130,82:
Segmen(losg) profit (5,829 (4,510 83C (9,509
Unallocated incorr 61%
Unallocated expens (5,999

Change in fair value cheld for

trading investmen 117
Finance cos (3,049
Loss before te (17,819

Segment profit (loss) represents the profit earbgd(loss from) each segment without
allocation of other income, central administratiaosts including partly auditor's
remuneration and directors’ remuneration, chang®imvalue of financial assets at FVTPL
and finance costs. This is the measure reportéuetahief operating decision makers and the
executive directors, for the purposes of resoulloeation and performance assessment.

Segment assetsand liabilities

The following is an analysis of the Group’s assatd liabilities by reportable and operating
segments:

30.6.2018 31.12.2017

HK$'000 HK$'000
(unaudited) (audite()
SEGMENT ASSETS
Cold storage and related servi 85,518 77,071
Tracing of food and beveray 15,871 12,98t
Money lending servict 88,409 63,661
Total segment ass: 189,798 153,717
Unallocated asse 151,114 249,661
Consolidated asst 340,912 403,378
SEGMENT LIABILITIES
Cold storage and related servi 19,084 16,457
Tracing of food and beverai 9,479 8,022
Money lending servict 88,917 65,79€
Total segment liabilitie 117,480 90,27¢
Unallocated liabilitie 15,489 78,53€
Consolidated liabilitie 132,969 168,811




3B. REVENUE FROM GOODSAND SERVICES
Disaggregation of revenue
For the six monthsended 30th June, 2018

Cold storage and Trading of food

related services and beverage
HK$'000 HK$'000
Types of goods or services
Revenue from cold storage and related ser
Cold storag 80,149 -
Loading andhandlin¢ service: 4,282 -
Logistic and packing servic 20,682 -
Manufacturing and trading of i 170 -
105,283 -
Revenue from trading of food and bevel - 33,931
Total 105,283 33,931
Geographical markets
Mainland Chin. - 33,915
Hong Kong 105,283 16
Total 105,283 33,931
Timing of revenue recognition
A point in time 170 33,931
Over time 105,113 -
Total 105,283 33,931
4. OTHERINCOME
Six months Six month
ended ended
30.6.2018 30.62017
HK$'000 HK$'00C
(unaudited) (unaudite)
Bank interest incon 511 442
Sundry incom 373 172
884 61F




OTHER GAINSAND LOSSES

Six months Six month
ended ended

30.6.2018 30.62017

HK$'000 HK$'00C
(unaudited) (unauditei)

Change inair valueof financial assets at FV'L and
held for trading investmer (72) 117
Gain (loss on disposes of property, plant and equipm 52 (2
Impairment loss c property, plant and equipm (420) -
(440) 11F
FINANCE COSTS

Six months Six month
ended ended

30.6.2018 30.6201%

HK$'000 HK$'00C

(unaudited) (unauditei)

Interest on obligations under finance lei 12 49
Intereston bond 3,000 3,00(
3,012 3,04¢

TAXATION

Hong Kong Profits Tax is calculated at 16.5% of #stimated assessable profits for both
periods.

PRC Enterprise Income Tax (“EIT”) is calculatedret applicable tax rate of 25%.

No provision for Hong Kong Profits Tax and EIT iequired as the individual companies

comprising the Group either incurred a loss orthadosses offset the assessable profits.

LOSSFOR THE PERIOD

Six months Six month
ended ended

30.6.2018 30.62017%

HK$'00C HK$'00C

(unaudited) (unauditei)

Loss for the period has been arri\ at afte
charging the following iteis:

Depreciation of property, plant and equipn 2,408 2,427
Net foreign exchange Ic 124 65

-10 -




10.

DIVIDEND

No dividends were paid, declared or proposed dutieginterim period. The directors of the
Company have determined that no dividend will bd parespect of the interim period.

LOSSPER SHARE

The calculation of the basic loss per share atttila to the owners of the Company is based on
the following data:

Six months Six month
ended ended

30.6.2018 30.62017

HK$'000 HK$'00C

(unaudited) (unauditei)

Loss for the purpose of basic loss per s,
attributable to owners of the Comps (17,074) (17,819

'000 '000

Weighted averageumber of ordinary share
for the purpose cbasicloss per shar 2,432,304 2,432,30.

No dilutive loss per share is presented as there we potential ordinary shares in issue for
the period ended 30th June, 2018 and 2017.

11. LOAN RECEIVABLES

30.6.2018 31.12.2017

HK$'000 HK$'000
(unaudited) (audite()
Secured loar 67,222 36,227
Unsecured loal 21,104 27,355
88,326 63,58(

Less: Amount due within ol year and classified
under current asst (76,191) (51,31¢)
Amount due after one ye 12,135 12,262

The Group holds collateral of some property intesrégcated in Hong Kong over secured
loan receivables of HK$67,222,000 (31.12.2017: H&327,000) The directors of the
Company consider the exposure of credit risk of sheured receivables, after taking into
account the value of the collateral, is insignifitaas the fair value of the collateral (property
interests) is higher than the outstanding amoutit@de receivables at the end of the reporting
period. The remaining loan receivables are unsecure

Secured loan receivables carry fixed-rate intenestging from 11% to 15% (31.12.2017: at
11% to 15%) per annum and with maturity rangingrfr® months to 3 years (31.12.2017: 1
year to 3 years). Unsecured loan receivables deeg-rate interests ranging from 11% to
12% (31.12.2017: 11% to 12%) per annum and withuritgtranging from 6 months to 3
years (31.12.2017: 6 months to 3 years). All am®uwfit principal will be receivable on
respective maturity dates.

—11 -



12.

13.

TRADE AND OTHER RECEIVABLES, DEPOSITSAND PREPAYMENTS

Except for certain customers who are allowed 36Qalays credit period, no credit period is
allowed by the Group in respect of provision ofccsforage and logistics services. No interest
is charged on any outstanding trade receivables.

Included in trade and other receivables are tradeivables, net of allowance for doubtful
debts, of HK$64,600,000 (31.12.2017: HK$53,018,000)

The following is an analysis of trade receivablegt(of allowance for doubtful debts)
presented based on the invoice dates, which appeat&ithe respective revenue recognition
dates.

30.6.2018 31.12.201;

HK$'000 HK$'00C

(unaudited) (auditeq)

0- 30 day: 26,058 23,374
31- 60 day: 19,108 16,944
61- 90 day: 8,089 7,052
91-120 day 5,588 2,671
More than 120 da 5,757 2,971
64,600 53,01¢

TRADE AND OTHER PAYABLES

Included in trade and other payables are trade hpeyaof HK$12,033,000 (31.12.2017:
HK$9,056,000).

The following is an aged analysis of trade payaplesented based on the invoice dates.

30.6.2018 31.12.201;

HK$'000 HK$'00C

(unaudited) (audite)

0- 30 day: 6,951 5,862
31-60 day: 2,987 1,932
61- 90 day. 586 292
91-120 day 779 14
More than 120 da 730 95¢€
12,033 9,05€

- 12 —



MANAGEMENT DISCUSSION AND ANALYSIS

OVERALL RESULTS

For the six months ended 30th June 2018, the Gsoigpal revenue amounted to approximately
HK$144 million, representing an increase of abol®%® compared to approximately HK$131
million from the same period last year.

During the current interim period, the Group re@afdh loss of approximately HK$17.1 million,
compared to a loss of approximately HK$17.8 milliocurred in 2017. The losses during this
period are attributable to the continue loss in@neup’s cold storage business and trading of food
and beverage business during the first half.

The Group believes that the losses are princighlly to slower customer demand for cold storage
facilities, owing to short-term market changes. €al strategies have been implemented to
facilitate recovery of growth. Stronger demand ¢otd-storage facilities are anticipated in the
second half of this year, and with it, a bettef@@nance of the Group in this industry.

REVIEW OF OPERATING SEGMENTS

The Group is principally engaged in cold storagd eglated business in Hong Kong; trading of
food and beverage business in the PRC; provisiomariey lending business in Hong Kong and
investment holding.

Cold Storage and related business

Cold storage

Cold chain warehousing is a core business of tleaiGand its main income contributor. During the
interim period, the segment saw signs of businesevery following the Brazilian meat scandal
and other temporary market changes of last yeaspiethe higher occupancy level, inventory
volume and turnover recorded, the Group’s coldagferand related businesses still underperformed
during this period, compared to its continually usbperformance and over occupancy recorded in
2015/2016.

Although the rental rates of its warehousing féesi have been raised, the income generated during
the first six months this year was inadequate teecdhe business losses due to a decline in
customer demand. However, with market demand eggdot rebound during the second half, the
Group foresees an increase in the business ancheobthis segment over the upcoming months.

Logistics
This segment was established to primarily servenges of its warehousing clients. For optimal
use of its transportation fleet and other resoyritéss also started serving other customers.

With the decline in the Group’s warehousing busiheése demand for its logistics services also
slowed down correspondingly during the interim périAs a counter measure, the Group has taken
proactive efforts to strengthen its relationshighwcustomers and explore the possibilities of
providing them with more related services and ugigigits delivery fleet.

Industrial ice bars (for construction use)

The macro environment for the industrial ice bussneemained challenging. Keen competition
from other suppliers continued to dampen demandh®iGroup’s ice bar products during the first
two quarters of this year, while making it morefidiilt for it to find new business sources.

Fortunately, the segment contributions to the Gmupvenue are minimal. In addition, the

manufacturing process of industrial ice createsidityninside the factory environment, thus raising
the repair and maintenance cost of its productamiifies significantly. In view of the low returns
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and higher costs from this segment, the Group leagded to focus resources on developing its
warehousing operations as a business priority.

Trading of food and beverage business

The Group has expanded the range of food produdistributed to supermarkets and convenient
stores in the PRC. Despite the increase in busiv@ssne and revenue, its marginal profit did not
improve due to higher operational costs. Moreothes, is a relatively new segment whose business
fundaments are not fully developed yet. Hencead ot achieved on-target earnings.

Money lending business
The Group’s money lending business recorded aestgldwth over last year, with increased
income generated.

Recognising the potential of this segment, the @roas identified alternative sources of funding
and money lending opportunities in order to aceéeits further growth and profitability.

PROSPECTS

Hong Kong’s dependence on trade makes it vulneriblescalating US — PRC trade disputes,
combined with a slowing PRC economy. According ie HKSAR government, about 17% or

HK$60 billion worth of Chinese exports in questipass through Hong Kong to the US and about
9% or HK$6 billion of US exports came through oe thay to PRC, both accounting for 1.4% of

Hong Kong’s overall trade combined.

With the Hong Kong and mainland Chinese econonketyl to shift into lower gear in the third
and fourth quarters of 2018, the Group has takenudent approach to managing its diversified
operations, emphasising financial discipline iratiein to cost control and increasing the efficiency
and productivity of its business endeavours.

The Group will plough back earnings and profitsit® cold-chain operations, with a view of
upgrading its storage infrastructure to retain taxjs customers and attract new clients. This is
because cold storage warehousing is the Groupésagyment and generates a stable income.

As the leases of its two cold-storage warehousesliae to expire in February 2019, the Group is
carrying out negotiations with the building ownéus their renewal. Yet, we are also looking into
other warehousing options as a backup plan. Undgrcacumstances, the Group will strive to
ensure minimal disruptions to its clients and bessoperations.

Cold storage and related services

Cold storage and logistics

The Group accords top priority to developing itddestorage warehousing operations, which is
both its core business and stable income source.

We are developing our customer portfolio for thegmment, from premium restaurants serving a
high-end clientele to the fast food chains thateccab the masses. The rationale of this
diversification strategy is to spread our busingsks in order to achieve sustainable growth.
Another strategy of the Group is to identify antteatt potential customers with a high inventory
turnover.

Although the Group’s warehousing business undeopmeéd during the period of review, the
segment has demonstrated signs of gradual reccuedyis expected to record an improved
performance during the second half with the impnogst in demand. Barring the worsening of
macro-economy, we are even more optimistic towandwarehousing business in the longer term,
given the increased inventory orders received fromn customers and a quality mechanism
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implemented by the Brazilian market to safeguartetgaof its meat exports to regain the
confidence of distributors and retailers from Hatang and elsewhere.

Our warehousing business is faced with an operatiomcertainty as the lease agreement of its two
cold-storage warehouses will be expiring in thstfquarter of 2019. Negotiations are underway for
their renewal but the Group is exploring other opsi as well. During this transition period,
customers’ hesitation in placing inventory ordeiighwhe Group in view of this uncertain factor
may affect its income.

To mitigate the possible income uncertainties, @reup is strengthening its relationship with
customers and gaining a deeper understanding of tleeds in order to tailor diversified
cold-storage warehousing solutions according tostede, budget and inventory volume of the
different clients. Special incentives will be o#ferto loyal customers for their unwavering support
to the Group despite the uncertainty of its warahuylease agreements.

To further develop its logistics business and dritee growth, the Group will reinforce its
communication with its logistics partner and jojntlook into the possibilities of providing
enhanced services by installing advanced storag#ities and additional equipment for its
transportation fleet.

Industrial ice bars (for construction use)
Continually rising operational costs, coupled wikbeen competition from new entrants to the
industry, are the major challenges faced by thysrsmt.

Generally, the industrial ice bars business is attarised by low efficiency and high costs. The
massive scale of water consumption in the manufiacfiprocess heightens the humidity level in

the factory environment. This is detrimental to thechineries and equipment, escalating the
frequency and costs of their repair and maintenaRetative to the high operational costs involved,
the segment’s contributions to the Group’s revesmgedisproportionately now.

To address this situation, the Group will focus rigsources and efforts in developing its core
business in cold-storage warehousing, which yialtes more stable income.

Trading of food and beverage business

The Group distributes a wide variety of dairy prody beverages and Korean-style snacks to its
growing network of supermarkets and convenienceestin the PRC market. During the interim
period, this portfolio of products has been broadeto include luncheon meat, ham and milk
imported from Australia and New Zealand. Althoubk business volume has gone up, the income
generated from this segment has been inadequatever the fast-rising operational costs. To
overcome this challenge, the Group will focus ostamntrol, while continuing to strengthen its
operational efficiency and financial performancetofit from the vast consumer market of PRC.

Money lending business

Recognising the segment’s potential for profitajilthe Group has taken every opportunity to
make further inroads into the lucrative money-legdmarket. Through aggressive marketing and
other business development initiatives, the Graugising its visibility and expanding beyond its
existing customer base to attract new clients franous other sectors.

Complying with the tight regulations of money-lengliactivities in Hong Kong, we will further

strengthen our credit control measures to achiebetger balance between risk management and
profitability.

—15-—



EMPLOYMENT AND REMUNERATION POLICY

As at 30th June, 2018, the total number of fulletiemployees of the Group in Hong Kong and
mainland China were approximately 240 and 80 rdspyg (31st December, 2017: approximately
240 Hong Kong employees; 70 mainland China empk)ydgemuneration is reviewed annually
and in addition to the basic salaries, the Grogp @rovides staff benefits including discretionary
bonuses, Mandatory Provident Fund, staff quartemch box/lunch subsidy and professional
tuition/training subsidy for employees’ benefit.

FINANCIAL REVIEW

Liquidity and financial resources

As at 30th June, 2018, the Group had cash and balakces of approximately HK$45.2 million
(31st December, 2017: approximately HK$94.8 milljowhich was denominated in Hong Kong
dollars (“HK$"), Renminbi (“RMB”) and United Statefollars (“USD”) as to 86.7%, 9% and 4.3%,
respectively. The decrease was mainly due to isergaloan receivables.

The gearing ratio, measured as non-current borgsvover equity attributable to owners of the
Company was approximately 49.4% as at 30th Junt3 2B1st December, 2017: approximately
45.7%). The increase of the gearing ratio was mBgant.

In 2014, the Group announced for the placemenbaflb in an aggregated principal amount of up
to HK$500 million within the placing period comméng from 13th November, 2014 and ending
on 12th November, 2015. The net proceeds from gkeei of the bonds will be utilised as the
general working capital of the Group. For furthetails, please refer to the announcements of the
Company dated 13th November, 2014, 26th JanuarRardlApril, 2015. As at 30th June, 2018, it
is noted that the bonds in an aggregate principaluat of HK$100 million have been subscribed
by the placees and issued by the Company, whittfeisame as those as at 31st December, 2017.

During the current interim period, the Group’s ¢abéexpenditure was mainly financed by finance
leases and internal resources.

Treasury policies
The Group adopts conservative treasury policieshasdtight controls over its cash management.
The Group’s cash and bank balances are held miaiiiK$.

Exposureto fluctuationsin exchangerates and related hedges

Monetary assets and liabilities of the Group aregypally denominated in HK$. The directors
consider the Group’s exposure to exchange rate teske low. The Group may have relatively high
exposure to exchange rate risk when more tradirfgaaf and beverage business to be operated in
mainland China. The directors will review the exufpa rate risks faced by the Group periodically.

During the current interim period, the Group did have any material foreign exchange exposure
and had not used any financial instruments for mggdgurpose.

Share capital structure

As at 30th June, 2018, the total issued shareatagfithe Company was HK$24,323,040 divided
into 2,432,304,000 ordinary shares with a par valudK$0.01 each, which is the same as those as
at 31st December, 2017.

Material acquisitions and disposals of subsidiaries and associates

During the current interim period, the Group did have any material acquisitions and disposals of
subsidiaries and associates (31st December, 2007: N
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Charges on assets

As at 30th June, 2018, banking facilities for pdiwg guarantees by a bank for the Group’s
operation of cold storage service, to the extentik$3.5 million (31st December, 2017: HK$3.5

million) of the Group were secured by bank depaait®unting to HK$3.5 million (31st December,

2017: HK$3.5 million). The amount utilised at 3@tne, 2018 was approximately HK$3.5 million

(31st December, 2017: approximately HK$3.5 million)

As at 30th June, 2018, bank deposits of approximnai&$99.5 million (31st December, 2017:
approximately HK$99.5 million) are pledged to a kanhich provides bank guarantee in favour of
two landlords for a sum equivalent to 12 monthsitrpayable by the Group under tenancy
agreements.

In addition, the Group’s obligations under finarleases were secured by the lessors’ charge over
the leased assets with carrying value of approxmatiK$1.3 million (31st December, 2017:
approximately HK$2.1 million).

Future plansfor material investments or capital assets

Guided by the principle of profitability improventethe Group will continue to invest in its core
business segment of cold-chain warehousing, p#atiguwith regard to its storage infrastructure
and facilities in order to attract new customers getain existing ones.

The lease agreements of our two cold-storage wasslsoare due to expire in February 2019. To
control the uncertainty, the Group has been cagrgmt negotiation for their renewal on one hand,
while on the other, seek other warehousing optaangart of a backup plan. We will strive to ensure
minimal disruptions to our clients and normal opierss.

To strengthen the competitive edge of its logisticsiness, the Group is considering installing
more sophisticated storage facilities and new eqaig for its fleet of delivery vehicles with the
aim of meeting the diverse needs of a broader mestbase.

The Group has been reviewing the strengths and nvesskof each business segment it operates,
together with their profit potential, and has deddo devote more resources to those that yield
high and stable revenue contributions.

Contingent liabilities

During the current interim period, the Group did have any contingent liabilities (31st December,
2017: Nil).

INTERIM DIVIDEND

The Board has resolved not to declare the paynfeart oterim dividend for the six months ended
30th June, 2018 (2017: Nil).

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES

Neither the Company nor any of its subsidiariecpased, sold or redeemed any of the Company’s
listed securities during the six months ended 30tie, 2018.
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CORPORATE GOVERNANCE
Code on Cor porate Gover nance Practices

For the first half of 2018, the Board of the Distis of the view that the Company has complied
with the principles and the code provisions set wutthe Corporate Governance Code and
Corporate Governance Report in Appendix 14 (the ‘@s8le”) of the Rules Governing the Listing
of Securities on the Stock Exchange (the “ListingleR”), save for the exceptions specified and
explained below:

According to the code provision A.2.1 of the CG €pthe roles of chairman and chief executive
should be separate and should not be performethidogdame individual. During the period, there
have been no Chairman in the Company. Mr. Au Tataftd Mr. Choy Kai Sing acted as the Chief
Executive Officer and Chief Financial Officer ofettCompany respectively. Mr. Au Tat Wai is

responsible for all day-to-day corporate managemmstters and Mr. Choy Kai Sing is responsible
for corporate financial matters.

According to the code provision E.1.2 of the CG €dtie chairman of the Board should attend the
annual general meeting and arrange for the chaiwhéine Audit, Nomination and Remuneration
Committees to answer the questions at the genezating. Since there was no Chairman in the
Company during the period, the Company did not dgmpth code provision E.1.2 of the CG
Code.

The Board does not have the intention to fill tlsipon of Chairman at present and believes that
the absence of a Chairman will not have adverseceffo the Company, as decisions of the
Company will be made collectively by the Board. TBeard will keep reviewing the current
structure of the Board and the need of appointroémt suitable candidate to perform the role of
Chairman. Appointment will be made to fill the ptstcomply with the CG Code if necessary.

Model Code for Securities Transactions by Directors

The Company has adopted a written securities dgadolicy which contains a set of code of
conduct regarding securities transactions by Darsctthe terms of which are on terms no less
exacting than the required standard set out inMloelel Code for Securities Transactions by
Directors of Listed Issuers contained in Appendixtd the Listing Rules (the “Securities Dealing
Policy”).

Having made specific enquiry of all Directors ott@ompany, all Directors have confirmed that
they had complied with the required standard sétimuhe Securities Dealing Policy during the
period under review. No incident of non-compliangas noted by the Company during the period
under review.

Audit Committee

The Audit Committee has reviewed with the Managentie® accounting principles and practices
adopted by the Group and discussed risk managenméetnal control and financial reporting
matters including a review of the unaudited intefinancial information for the six months ended
30th June, 2018 with the Directors. At the requastAudit Committee, the Group’s external
auditors have carried out a review of the unauditéztim financial information in accordance with
Hong Kong Standard on Review Engagements 2410 &Rewf Interim Financial Information
Performed by the Independent Auditor of the Entisgued by the Hong Kong Institute of Certified
Public Accountants.
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The Audit Committee comprises all of the three pelelent Non-executive Directors, namely Mr.
Leung Chi Hung, Mr. Fung Siu Kit, Ronny and Mr. Tégeen Ming. Mr. Leung Chi Hung is the
chairman of the Audit Committee.

Risk Management and Internal Control

The Board has responsibility for maintaining appiate and effective risk management and
internal control systems (the “RM and IC Systen®’the Group and reviewing its effectiveness
through the Audit Committee. The purpose of the BiMI IC Systems are designed to manage
rather than eliminate risks of failure in operatibeystems so that the Company’s objective can be
achieved, and can only provide reasonable andbsatiagte assurance against material misstatement
or loss.

The Group has adopted a series of internal conmtredsures including the strengthening of

reporting lines of senior management. As a roupreeedure and part of the RM and IC Systems,
Executive Directors and the senior management wmeeét at least once a week to review the
financial and operating performance of the key apeg subsidiaries. The senior management of
each department is also required to keep Execliiretors informed of material developments of

the department’s business and implementation obtfaegies and policies set by the Board on a
regular basis.

To further strengthen the risk management andriaterontrol of the Group, the Company has
engaged an independent professional adviser (tterHal Control Adviser”) to carry out the
internal audit functions by performing independappraisal of the adequacy and effectiveness of
certain subsidiaries’ RM and IC systems. The Irak@ontrol Advisor is in the process on carrying
out appraisal as of the report date.

During the period, the Audit Committee, with thesiagance of the Internal Control Adviser, has
developed current year RM and IC systems appraisal, and will focus on reviewing (i) the
compliance risk management control of the Groupthe financial reporting and disclosure control
of the Group; and (iii) the operating controls loé¢ trading of food and beverage business, including
human resources cycle, payroll cycle and experalitycle.

During the six months ended 30th June, 2018, thardBavas satisfied that the Group’s risk
management and internal control processes are atdetu meet the needs of the Group in its
current business environment and that nothing lwasecto its attention to cause the Board to
believe the Group’s RM and IC Systems are inadeqb&breover, the existing RM and IC Systems
are effective and adequate, and will continue tadweewed, added on or updated to provide for
changes in the operating environment.

PUBLICATION OF INTERIM RESULTSAND INTERIM REPORT

This announcement is published on the HKExnews welst www.hkexnews.hk and the
Company’s website at www.irasia.com/listco/hk/ddiddex.htm.

The 2018 interim report of the Company containidpthe information required by the

Listing Rules will be despatched to the sharehdddafrthe Company and made available
on the websites of the HKExnews and the Comparduie course.
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BOARD OF DIRECTORS

As at the date of this announcement, the Board amsep executive directors, namely,
Mr. Au Tat Wai, Mr. Choy Kai Sing and Mr. Ho Hon Ghg, lvan; non-executive director,
namely, Mr. Fung Wa Ko; and independent non-exeeutirectors, namely, Mr. Fung Siu
Kit, Ronny, Mr. Leung Chi Hung and Mr. Tse Yuen Min

By order of the Board
Daido Group Limited
Au Tat Wai
Executive Director

Hong Kong, 30th August, 2018
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