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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

BHE-T-AFA=TRHLEXEA
For the six months ended 30 June 2019

BZEAA=1+HIEAEA
Six months ended 30 June

—EB-hEF —E-N\F

2019 2018

RIQER RIEEZ

Unaudited Unaudited

Bt FTHEx FHTT

Notes HK$’000 HK$’000

WA — & RS Revenue — goods and services 3 1,305,226 1,142,831
SHE M ARTEAL AR Cost of sales and services (974,673) (869,278)
ES| Gross profit 330,553 273,553
E bz A Other income 4 16,101 24,665
E e M B iE Other gains and losses 7,038 (48,022)

W - BB MEREZ Impairment losses on property,

REEE plant and equipment 10 (25,586) -
TEHEEEIBHERIE THE  Impairment losses reversed (recognised)

(HER) 2 R EE BT under expected credit loss model, net 3,621 (860)
NI IHEER Distribution and selling expenses (144,519) (104,706)
TIER Administrative expenses (73,314) (73,307)
HEtEA Other expenses (11,255) (7,600)
SN Finance costs 5 (59,065) (13,133)
JE1R— TRl & A R4 Share of results of an associate (303) (6,247)
JE(E—BAa % NREE Share of results of a joint venture (7,244) (8,346)
BR B8 A Profit before taxation 36,027 35,997
HIE Taxation 6 (27,699) (14,953)
RNHAR s A Profit for the period 7 8,328 21,044
Hb2m () Es Other comprehensive (expense) income:

BERETEEN SEZE Item that will not be reclassified

EmbRZIHE - subsequently to profit or loss:
HBRE3E8ESS Exchange difference arising on
M 5 =58 translation to presentation currency (682) (8,693)
BETE A pEEFT S HEE Items that may be reclassified
BmfRoHE - subsequently to profit or loss:
HEEINEBEE 2 Exchange difference arising on
M 5 =58 translation of foreign operations (549) (2,983)
FERHMEE SR Fair value change on debt instrument
NERIE 2 B at fair value through other
TAZRAVEE comprehensive income 247 -
HEFREMEERE Reclassify to profit or loss upon
AT ERRE 2 &% disposal of debt instrument at
TRESBHHEE fair value through other
Bk comprehensive income (114) -
ANHAR ECfth 2T S i Other comprehensive expense
for the period (1,098) (11,676)
ANEAR 2 E S AR Total comprehensive income for the period 7,230 9,368

RN EREFEEERAF
TONGFANG KONTAFARMA HOLDINGS LIMITED



6

— T NERHAEERE INTERIM REPORT 2019

FHHAEEaREM2E R E X
Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

BE-ZT-AFSA=+BEIEREAR

For the six months ended 30 June 2019

ZAEARE (&R ) s ML 7T

ZA/NEI) S
FRIER R AR

AR 2 E () W
HEERIE(R )
ZAYNCI) S
IR AR

FRERE
BN

R EREFREEERAF]

(Loss) profit for the period attributable to:
Owners of the Company
Non-controlling interests

Total comprehensive (expense) income for
the period attributable to:
Owners of the Company
Non-controlling interests

Loss per share
Basic

Diluted

TONGFANG KONTAFARMA HOLDINGS LIMITED

BZEAA=1+HIEAEA
Six months ended 30 June

—E-NEF —E-N\F

2019 2018

RBEX RICEZ

Unaudited Unaudited

B EE FHET FAT
Note HK$’000 HK$’000
(25,191) (14,731)

33,519 35,775

8,328 21,044

(25,639) (23,568)

32,869 32,936

7,230 9,368

AL AL

HK cent HK cent

8 (0.45) (0.28)
(0.45) (0.28)
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Condensed Consolidated Statement of Financial Position

R-ZE-AFRA=TH
At 30 June 2019
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Non-current assets

Property, plant and equipment
Right-of-use assets

Deposits for equipment and machineries
Prepaid lease payments on land use rights
Investment properties

Goodwill

Intangible assets

Interests in an associate

Interests in a joint venture

Deferred tax assets

Rental deposits

Contract costs

Pledged bank deposits

Current assets

Properties held for sale

Biological assets

Inventories

Trade receivables

Contract costs

Other receivables, deposits and
prepayments

Loans receivables

Financial assets at fair value through
profit or loss

Debt instrument at fair value through
other comprehensive income

Other investment

Prepaid lease payments on land use rights

Amount due from a joint venture

Amount due from an associate

Amounts due from other related parties

Pledged bank deposits

Cash and cash equivalents

ZR-NEFRHEE RS INTERIM REPORT 2019

R-ZE—NF RZZE—NF
~NAE=1H +=—A=+—H

At 30 June At 31 December

2019 2018

RBEX KEZ

Unaudited Audited

P EE FET FAT
Notes HK$’000 HK$’000
10 615,896 641,732
17 580,528 -
26,927 77,827

- 111,736

4,776 4,855

11 434,131 437,569
317,639 322,093

- 303

38,131 45,375

1,633 2,663

12,119 12,211

3,142 3,043

2,235 2,216

2,037,157 1,661,623

2,204 2,204

4,334 4,295

122,581 114,903

12 962,809 686,591
7,835 11,481

133,778 164,554

13 46,341 106,036
14 103,105 107,633
14 15,723 31,336
14 20,270 20,000
- 3,281

386 343

74,891 71,886

23(c) 167,001 204,525
44,969 50,543

141,239 101,230

1,847,466 1,680,841

RN EREFEEERAF
TONGFANG KONTAFARMA HOLDINGS LIMITED
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Condensed Consolidated Statement of Financial Position

R-ZE-AFRA=TH
At 30 June 2019

HERE

R 5308 R
A HUERE Wik
R~ AR A RIROR

REL A BEHSE T IR

HEAE

—FRIBZRITR
HAfEE

BIRRAE R

RN

BRAME

MERE HERERE

REBEEFE
HEERRBAME

IR K it
PR
Pt st (8 M e

AABIBREG
IR R
R

FRBEE

—FRABZIRITR
HEE

EFERLIA

BR AR R

BN

BHEaE

MERfE MERERE

R EREFREEERAF]

Current liabilities
Trade and bills payables

Other payables and deposits received
Amount due to an intermediate

holding company

Amounts due to other related parties

Tax liabilities

Bank and other borrowings due

within one year

Provision of reinstatement cost

Deferred income

Contract liabilities

Lease liabilities/obligations
under finance leases

Net current assets

Total assets less current liabilities

Capital and reserves
Share capital

Share premium and reserves

Equity attributable to owners

of the Company
Non-controlling interests

Total equity

Non-current liabilities

Bank and other borrowings due

after one year
Deferred taxation

Provision of reinstatement cost

Deferred income

Contract liabilities

Lease liabilities/obligations
under finance leases

TONGFANG KONTAFARMA HOLDINGS LIMITED

R-ZE—NF RZZE—NF
~NAE=1H +=—A=+—H

At 30 June At 31 December

2019 2018

RBEX KEZ

Unaudited Audited

P EE FET FAT
Notes HK$’000 HK$’000
15 410,070 284,457
158,743 144,586

18 16,164

23(c) 34,433 38,445
104,890 105,533

16 518,354 548,896
83,232 42,962

236 285

57,684 117,525

17 51,416 1,009
1,419,076 1,299,862

428,390 380,979

2,465,547 2,042,602

18 11,177 11,177
1,357,711 1,382,204

1,368,888 1,393,381

548,549 515,680

1,917,437 1,909,061

16 - 96
106,621 106,297

16,070 14,754

- 186

3,526 11,785

17 421,893 423
548,110 133,541

2,465,547 2,042,602
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Condensed Consolidated Statement of Changes in Equity

BE-ZT-AFSA=+BEIEREAR

For the six months ended 30 June 2019

AEESHEL RN

RERRA(L KR

L

55

BRHZERE

RIB-NERA

HERZIIEMET RN 2R

At1 January 2018 (audited)

Proft oss) for the period

Exchange difference arsing on
ranslation to presentation currency

Exchange difference arsing on
ranslation of foreign operations

Total comprehensive (expense) income
for the period

Partal disposal of interest in a subsidiary
without losing conrol

Acquisiton of addfionl inerest in
asubsidiary

Issuance of ordinary shares under
the Subscription Agreement
(as defined in note 23(dfi)

Recognition of equity-setted
share-based payments

Share options lapsed

) At 30 June 2018 (unaudited)

A1 January 2019 faudited)

(Loss) profit for the year

Exchange difference arising on
Hranslation to presentation currency

Exchange difference arising on
ranslation of foreign operations

Fairvalue change on debt instrument
at fair value through ofher
comprefensive income

Reclassfy to proft or loss upon disposal

5 of debt insrument a far value trough

ofher comprehensive income

Total comprehensive (expense)
income for the period
Recogntion of eqity-setted
share-based payments
Share options lapsed

) At 30 Jung 2019 (unaudited)

FRARREL
Attributable to owners of the Company

BBEMRE

BROREHY RHAREL YERATE

KECRG  BEENRE REZ2RE

Shares Employee Fair value

held share- through other FERER

k& RiiE for share based EXfE RRRE EAGHE  comprehensive HhiE R Non- BLE
Share Share award  compensation  Translation Special Capital income Other Retained % controlling Total
capital premium scheme reserve reserve reserve reserve reserve reserves profits Total interests equity
Tin TiEn T T T TR T Tt T Tin TEn T T
HKS 000 HK§ 000 HK§ 000 HKS 000 HK§ 000 HK§ 000 HKS'000 HKS'000 HKS'000 HK§'000 HK§ 000 HK§ 000 HK§ 000
9,900 1,215,024 (4,344) 21710 9576 (392,735) 28,061 = 34918 293972 1,216,082 619,078 1,836,060
- - - - - - - - - (14,731) (14,731) 35,175 21,044
- - - - 5,056) - - - - - (5,096) (3637) (8699
- - - - (3.781) - - - - - (3,781) 9% (2,983)
- - - - (8837) - - - - (14,731) 23,568) 32,93 9,368
- - - - - - - - - - - 2347 2347
488 111,689 - - (2,169 - - - (113,7%9) - (3,781) (115.215) (119,002)
800 199,200 - - - - - - - - 200,000 - 200,000
- - - KAIC) - - - - - - 3174 - KAIC)
- - - (4184 - - - - - 4184 - - -
11,188 1,625,913 (4,344) 20,700 (1.426) (392,735) 28,061 - (78.881) 2342 1,391,901 540,046 1,931,947
1A 1589 (4854) 21817 6,018) (392,73) 28061 (299) (18,861) B 1303381 55680 1,009,060
- - - - - - - - - (25,191) (25,191) 33519 8328
- - - - 23] - - - - - ] 1 2
- - - - ) - - - - - %9 ) )
- - - - - - - u - - %7 - 647
- - - - - - - (114) - - (114) - (114)
- o - - (581) - - 133 - (25,191) (25,639) 32,869 7,230
- - - 1,146 - - - - - - 1,146 - 1,146
- - - 2810) - - - - - 2810 - - -
117 1,523,949 4,854) 20,093 (46,5%9) (392,735) 28,061 (165) (78,881) 308,842 1,368,888 548,549 1,017,437

RN EREFEEERAF

TONGFANG KONTAFARMA HOLDINGS LIMITED
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BHGEEEERD R
Condensed Consolidated Statement of Cash Flows

BE-ZT-AFSA=+BEIEREAR

For the six months ended 30 June 2019

EEXKARES RN
LBESEHHILE
BeRE
FEUE 55 IEIE N
JERTE 5 IE R EE
&N
HigERenE

REXBMRE(RA)
REEE
fBOl W ER Z SR

& EBIERR
BT EREZ
EREE PSR
RIS EMRITER
UL
HE&E—REARIMES
ZBRERAFE
HEME - BB RREAK
[EREEE AR

REELE B 2 Flhas
BAFEREZ EHTA
2 FiE 3R

BB 018 2 FB 3

RERBIMSE LS

E bR 5 BN
NEBREE
TRz FERHERE
N
SIEREEE
BEWE  BEMEE
—fEA & A RIERIE M
BEABEEERE
N ERIE 7 SREE
%Laﬁﬁﬁﬁﬁ%
e EFRE
m— ﬁé%ﬁ?%ﬁZ@%
FiEfeks
BEEMIEE

R EREFREEERAF]

Net cash used in operating activities
Operating cash flows before movements

in working capital
Increase in trade receivables

Increase in trade and bills payables

Other operating cash flows

Net cash from (used in) investing

activities

Proceeds from redemption of loans

receivables
Proceeds from disposal of

financial assets at fair value through

profit or loss

Withdrawal of pledged bank deposits

Interest received

Net cash inflow on disposal of

a subsidiary

Proceeds from disposal of property,

plant and equipment
and right-of-use assets

Proceeds from redemption of debt
instrument at fair value through other

comprehensive income
Proceeds from redemption of
other investment

Refund of deposits for equipment and

machineries

Repayment from other related parties

Addition of intangible assets

Addition of prepaid lease payments

on land use rights

Payment for right-of-use assets

Purchase of property, plant and equipment
Addition of interests in a joint venture
Purchase of financial assets at fair

value through profit or loss

Placement of pledged bank deposits

Advance of loans receivables
Advance to a joint venture

Placement of rental deposits
Purchase of other investment

TONGFANG KONTAFARMA HOLDINGS LIMITED

BZEAA=1+HIEAEA
Six months ended 30 June

—EB-hEF —N\&F
2019 2018
RBEX RICEZ
Unaudited Unaudited
B EE FHET FAT
Note HK$’000 HK$’000
185,310 121,132
(276,305) (368,050)
126,315 243,606
(44,148) (57,049)
(8,828) (60,361)
1,619,323 1,759,610
63,604 86,169
20,820 19,947
4,618 9,606
22 2,464 3,714
1,390 1,355
15,500 -
20,000 -
50,900 -
37,619 23,801
(1,018) (7,078)
- (14,453)
(1,829) -
(36,318) (80,179)
- (87,341)
(57,000) (53,556)
(15,218) (90,663)
(1,557,303) (1,716,292)
(44) -
(1,460) -
(20,270)
145,778 (45,360)
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Condensed Consolidated Statement of Cash Flows

BE-ZT-AFSA=+BEIEREAR

For the six months ended 30 June 2019

BMEXBARSFE

RITE BB TS RUA

BRI M EMEE

& — R B A Bl
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EE
m—RER N ERR A RE R
ENAEENBRARZ
IHEARAR R 2 B B

BAFE
Yo BE — M B A a) 2 58HMERS
EBERITNEMEER

1) EL At RS U5 & 5K
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B
RITRBNRE
FESMBER=EARNZ
EHER

Net cash used in financing activities

Proceeds from issuance of ordinary shares

New bank and other borrowings raised

Proceeds from disposal of interest in a
subsidiary without losing control

Payment of lease liabilities/repayment of
obligations under finance leases

Repayment to an intermediate holding company

Dividends paid to non-controlling shareholders
of the Group’s subsidiary

Interest paid

Acquisition of additional interest in a subsidiary

Repayment of bank and other borrowings

Repayment to other related parties

Net increase (decrease) in cash and
cash equivalents

Cash and cash equivalents at the
beginning of the period
Effect of foreign exchange rate changes

Cash and cash equivalents at the
end of the period

Represented by
Bank balances and cash
Time deposits with original maturity
within 3 months

ZR-NEFRHEE RS INTERIM REPORT 2019

BZEAA=1+HIEAEA
Six months ended 30 June

—EB-hEF —N\&F
2019 2018
RBEX RICEZ
Unaudited Unaudited
FHET FAT
HK$’000 HK$'000
- 200,000

74,099 183,911

- 2,347
(31,886) (769)
(16,571) (15)
- (6,789)
(9,665) (11,660)
- (119,002)
(104,738) (831,757)
(4,181) -
(92,942) (83,734)
44,008 (189,455)
101,230 381,450
(3,999) 7,233
141,239 199,228
121,841 188,928
19,398 10,300
141,239 199,228

RN EREFEEERAF
TONGFANG KONTAFARMA HOLDINGS LIMITED
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AR EMBRRME

Notes to the Condensed Consolidated Financial Statements

BHE-T-AFA=TRHLEXEA
For the six months ended 30 June 2019

mRERE

AEPEAMBRRDRBEESTQ
S((BEESMAE DBEMZEBGTE
([ BB SR ER ) F34RF HY &
REBHARZMERAR([BAF])E
Z EMBRAN EWmRA ) MR+ 2 @A
WERE MRS o

ETEERBER

BETRATERAFERFEEKA(E
RFTENSRTANEYMEES - @R
EMBRREREL AL ERR -

BRREEAHI BB BREEL ([ FEM
BamEER ) REBMBERELEIEFTA
MmalB G RRESSI BE_F—N,
FARNA=ZTHLEANERZERERS M BR
KRR Z T BUR Mt E I AEARF
REMBEAR(SBIAEEDEE_—F
—NF+-_A=+—RIFEZFEHE
WERA25IE R -

ERAFTEEMBREZEARER
Fr 3 5 R RT A

R B - REEE §RER T HIH
BEGMAERON _T—NF—H—
H 2k 2 & F a2 5 2 HA 9 Il A2 2802 #7R]T
BRPBREEL R EBYBHRE LS
RN DAREANER B 2 AR & B SRR

BAMBRLLAUR6 HE

FAERMBRERE  AEMSHEEDE
Z88)-2EFWRH LM
BEMBRSERRSE  AEABEZRN

LEIEN BRI
BRGTHEAF19RETR LT BAILEE

BRGERRBRETE NBERARAZEAT

PAS il 3
EAMBHREEAUETR —T-RFE_F4F

BRERMREER

ZEEME

BN XATt &SN - NAEEERAF G &8
MRS LR BB BHREEIEFTA
BB AN S T B 2 S EiIR
RRBK Rz E GRS WBEIRRAH
ZHREERITEEATE -

R EREFREEERAF]
TONGFANG KONTAFARMA HOLDINGS LIMITED

BASIS OF PREPARATION

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

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been
prepared on the historical cost basis except for certain financial
instruments and biological assets, which are measured at fair value
and fair value less cost to sell, as appropriate.

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

Application of new and amendments to HKFRSs

In the current interim period, the Group has applied, for the first

time, the following new and amendments to HKFRSs issued by

the HKICPA which are mandatory effective for the annual period

beginning on or after 1 January 2019 for the preparation of the

Group’s condensed consolidated financial statements:

HKFRS 16 Leases

HK(IFRIC) - Int 23 Uncertainty over Income
Tax Treatments

Amendments to HKFRS 9 Prepayment Features with
Negative Compensation

Amendments to HKAS 19 Plan Amendment, Curtailment
or Settlement

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

Amendments to HKFRSs Annual Improvements to
HKFRSs 2015-2017 Cycle

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

Application of new and amendments to HKFRSs
(continued)

2.1 Impacts and changes in accounting policies of
application on HKFRS 16 Leases

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

211 Key changes in accounting policies resulting from
application of HKFRS 16

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

Definition of a lease

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

For contracts entered into or modified on or after the
date of initial application, the Group assesses whether
a contract is or contains a lease based on the definition
under HKFRS 16 at inception or modification date. Such
contract will not be reassessed unless the terms and
conditions of the contract are subsequently changed.

As a lessee
Allocation of consideration to components of a contract

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

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

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

RN EREFEEERAF
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13



— T NERHAEERE INTERIM REPORT 2019

AR EMBRRME

Notes to the Condensed Consolidated Financial Statements

BHE-T-AFA=TRHLEXEA
For the six months ended 30 June 2019

2. TESHBE ) 2. PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

FERFITEAMBEHRELEIRER Application of new and amendments to HKFRSs

B EEAMERT R () (continued)

21 EREAMBEHREERE165HE ] 2.1 Impacts and changes in accounting policies of
HENEENSERSE(E) application on HKFRS 16 Leases (continued)
211 BB BB EERFE165E 211 Key changes in accounting policies resulting from

EZETHREAZE(E) application of HKFRS 16 (continued)
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As a lessee (continued)
Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition
exemption to leases of building and structures and plant
and machinery that have a lease term of 12 months or
less from the commencement date and do not contain a
purchase option. It also applies the recognition exemption
for lease of low-value assets. Lease payments on short-
term leases and leases of low-value assets are recognised
as expense on a straight-line basis over the lease term.

Right-of-use assets

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

The cost of right-of-use asset includes:

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

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

° any initial direct costs incurred by the Group; and

° an estimate of costs to be incurred by the Group

in dismantling and removing the underlying assets,
restoring the site on which it is located or restoring
the underlying asset to the condition required by the
terms and conditions of the lease.
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2. TESHBE ) 2. PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

FERFITEAMBEHRELEIRER Application of new and amendments to HKFRSs

B EERMERT R (&) (continued)

21 EREAMBEHREERNE165HE ] 2.1 Impacts and changes in accounting policies of
HENEENSERSE(E) application on HKFRS 16 Leases (continued)
211 BB BB EERFE165E 211 Key changes in accounting policies resulting from

EZETHREAZE(E) application of HKFRS 16 (continued)
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As a lessee (continued)

Right-of-use assets are depreciated on a straight-line
basis over the shorter of its estimated useful life and the
lease term.

The Group presents right-of-use assets as a separate line
item on the condensed consolidated statement of financial
position.

Leasehold land and building

For payments of a property interest which includes both
leasehold land and building elements, the entire property is
presented as property, plant and equipment of the Group
when the payments cannot be allocated reliably between
the leasehold land and building elements.

Refundable rental deposits

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

Lease liabilities

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

RN EREFEEERAF
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2. PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

Application of new and amendments to HKFRSs
(continued)

2.1 Impacts and changes in accounting policies of
application on HKFRS 16 Leases (continued)

211 Key changes in accounting policies resulting from
application of HKFRS 16 (continued)

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

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

° variable lease payments that depend on an index or
arate;
° amounts expected to be paid by the Group under

residual value guarantees;

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

° payments of penalties for terminating a lease, if the

lease term reflects the Group exercising the option
to terminate.

After the commencement date, lease liabilities are adjusted
by interest accretion and lease payments.
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2. PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

Application of new and amendments to HKFRSs
(continued)

2.1 Impacts and changes in accounting policies of
application on HKFRS 16 Leases (continued)

211 Key changes in accounting policies resulting from
application of HKFRS 16 (continued)

As a lessee (continued)
Lease liabilities (continued)

The Group remeasures lease liabilities (and makes a
corresponding adjustment to the related right-of-use
assets) whenever:

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

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

Lease modifications

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

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

° the consideration for the leases increases by an

amount commensurate with the stand-alone price
for the increase in scope and any appropriate
adjustments to that stand-alone price to reflect the
circumstances of the particular contract.
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2. PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

Application of new and amendments to HKFRSs
(continued)

2.1 Impacts and changes in accounting policies of
application on HKFRS 16 Leases (continued)

211 Key changes in accounting policies resulting from
application of HKFRS 16 (continued)

As a lessee (continued)
Lease modifications (continued)

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

Taxation

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

For leasing transactions in which the tax deductions are
attributable to the lease liabilities, the Group applies HKAS
12 Income Taxes requirements to the leasing transaction
as a whole. Temporary differences relating to right-of-use
assets and lease liabilities are assessed on a net basis.
Excess of depreciation on right-of-use assets over the
lease payments for the principal portion of lease liabilities
resulting in net deductible temporary differences.

21.2 Transition and summary of effects arising from initial
application of HKFRS 16

Definition of a lease

The Group has elected the practical expedient to apply
HKFRS 16 to contracts that were previously identified
as leases applying HKAS 17 and HK(IFRIC) - Int 4
Determining whether an Arrangement contains a Lease
and not apply this standards to contracts that were not
previously identified as containing a lease. Therefore, the
Group has not reassessed contracts which already existed
prior to the date of initial application.

For contracts entered into or modified on or after 1
January 2019, the Group applies the definition of a lease
in accordance with the requirements set out in HKFRS 16
in assessing whether a contract contains a lease.
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2. PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

Application of new and amendments to HKFRSs

(continued)

2.1 Impacts and changes in accounting policies of
application on HKFRS 16 Leases (continued)

21.2 Transition and summary of effects arising from initial
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application of HKFRS 16 (continued)

AS a lessee

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

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

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

ii. elected not to recognise right-of-use assets and lease
liabilities for leases with lease term ends within 12
months of the date of initial application;

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

iv. applied a single discount rate to a portfolio of leases
with a similar remaining terms for similar class of
underlying assets in similar economic environment.
Specifically, discount rates for certain leases of fitness
centres and offices in the People’s Republic of China
(“PRC”) and Singapore were determined on a portfolio
basis; and

v. used hindsight based on facts and circumstances
as at date of initial application in determining the
lease term for the Group’s leases with extension and
termination options.

RN EREFEEERAF
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2. TESHBE ) 2. PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)
FERFITEAMBEHRELEIRER Application of new and amendments to HKFRSs
MR EERET R E) (continued)
21 EREBMEBREERE165HE] 2.1 Impacts and changes in accounting policies of
HEHBERNSERSE(E) application on HKFRS 16 Leases (continued)
212 EXRERE B BHREERNE 21.2 Transition and summary of effects arising from initial
165 METZHBRRELZRE application of HKFRS 16 (continued)
HEE)
TEAETAN () As a lessee (continued)
RiEER  KREBERERES On transition, the Group has made the following
PR EERFE16HEBIEL AT adjustments upon application of HKFRS 16:
?ﬁ% .
RZZE—hFE—HA—8 A£E As at 1 January 2019, the Group recognised additional
FRERE BN BMEHERE16 lease liabilities of HK$508,636,000 and right-of-use assets
5% 55 C8(b)(ii) 15 3@ JE {4 > 4% 2 4 8 at amounts equal to the related lease liabilities by applying
HEBENHAEMERBEIN HKFRS 16.C8(b)(ii) transition.
& 5 1&508,636,000/8 7T M & FA#E
BE -
RN AKEHEZHESR When recognising the lease liabilities for leases previously
BN AEBECERRVILER classified as operating leases, the Group has applied
HEEEEEERAIESEER incremental borrowing rates of the relevant group entities
2 o A A FE PR B R T AN at the date of initial application. The lessee’s incremental
WIEEEFNERNT4%E borrowing rates applied for PRC and Singapore are ranged
6% ° from 4% to 6% per annum.
(o3 TET
Note HK$'000
BB N\F+-A=+—H Operating lease commitments disclosed as at 31
BRI AT E R December 2018 274,375
RIS EEENRAR Lease liabilities discounted at relevant
HERE incremental borrowing rates 257,382
m: EBEERITFEER Add: Extension options reasonably certain
BEE to be exercised 272,073
A RS- EHEE Less: Recognition exemption — short-term leases
—HEEA12EAZUAT - lease term of 12 months or less (126)
-HHEE_E—NF - lease term ended within 12 months
_—A—BE1R2{EANUR from 1 January 2019 (17,918)
ERne - KEBEE Recognition exemption — low value assets 2,775)
REAERIBREERF165E  Lease liabilities relating to operating lease
BRNCLHERENEERE recognised upon application of HKFRS 16 508,636
R =F-\F+-A=1+—H Add: Obligations under finance leases
BRNRERERMT recognised at 31 December 2018 (b) 1,432
RZZ-hE—-F—BNMAERE  Leaseliabilties as at 1 January 2019 510,068
oA Analysed as
Vi) Current 87,426
i) Non-current 422,642
510,068

R EREFREEERAF]
TONGFANG KONTAFARMA HOLDINGS LIMITED
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2. FESHHE

2. PRINCIPAL ACCOUNTING POLICIES

(CONTINUED)
FERFITEAMBEHRELEIRER Application of new and amendments to HKFRSs
MR EEAMET AR ) (continued)
21 EREAMBEHREERNE165HE ] 2.1 Impacts and changes in accounting policies of
HETBERNWEERSEH(E) application on HKFRS 16 Leases (continued)
212 EKNERE B BEHREERE 2.1.2 Transition and summary of effects arising from initial
165 METZBERELZFHE application of HKFRS 16 (continued)
HEE)
TERETAN (E) As a lessee (continued)
RZE—NF— A —HBERARE The carrying amount of right-of-use assets as at 1 January
BEEREREWNT : 2019 comprises the following:
PisE FAET
Notes HK$'000
RIERE B SRS R Right-of-use assets relating to operating leases
F16REERNLCEHE recognised upon application of HKFRS 16
HEREREEE 508,636
A+ A BNEERIE  Reclassified from prepaid lease payments on
SR ibaN land use rights (@) 115,017
BIEEBSEHERE1758:1 A Amounts included in property, plant and
Y - BMEMEHE 2 2H equipment under HKAS 17
—EHBRREREZEE — Assets previously under finance leases (o) 3,135
- ?’EZ'J"?_ ﬁﬁ - Reinstatement costs © 4,915
B BT AE—A—H%  Less: Accrued lease liabilities relating to rent
XH,HHE Mz ETHEaE free period at 1 January 2019 (d) (8,497)
623,206
R By class:
TEf T (E i 2 HEFRIE Prepaid lease payments on land use rights 115,017
R Fitness equipment 2,891
E5 L Fitness centres 498,632
WAE Offices 6,422
B Motor vehicles 244
623,206

RN EREFEEERAF
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2. PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

Application of new and amendments to HKFRSs
(continued)

2.1 Impacts and changes in accounting policies of
application on HKFRS 16 Leases (continued)

21.2 Transition and summary of effects arising from initial
application of HKFRS 16 (continued)

As a lessee (continued)
Notes:

(@ Upfront payments for leasehold lands in the PRC were classified
as prepaid lease payments on land use rights as at 31 December
2018. Upon application of HKFRS 16, the current and non-
current portion of prepaid lease payments on land use rights
amounting to HK$3,281,000 and HK$111,736,000 respectively
were reclassified to right-of-use assets.

(b) In relation to assets previously under finance leases, the Group
recategorised the carrying amounts of the relevant assets
which were still under lease as at 1 January 2019 amounting
to HK$3,135,000 as right-of-use assets. In addition, the Group
reclassified the obligations under finance leases of HK$1,009,000
and HK$423,000 to lease liabilities as current and non-current
liabilities respectively at 1 January 2019.

(c) In relation to the leases of fitness centres that the Group acts as
lessee, the carrying amount of the estimated costs of reinstating
the rented premises previously included in property, plant and
equipment amounting to HK$4,915,000 as at 1 January 2019
were included as right-of-use assets.

(d) These relate to accrued lease liabilities for leases of properties in
which the lessors provided rent-free period. The carrying amount
of the lease incentives as at 1 January 2019 was adjusted to
right-of-use assets at transition.

(e) In the opinion of the directors of the Company, the impact of the
adjustments of refundable rental deposits are insignificant to the
condensed consolidated financial statements at initial recognition
and at the end of the reporting period.
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2. FESHHE
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2. PRINCIPAL ACCOUNTING POLICIES
(CONTINUED)

Application of new and amendments to HKFRSs
(continued)

2.1 Impacts and changes in accounting policies of
application on HKFRS 16 Leases (continued)

2122 AEREREBYBHEERE
16 METZBERELEZZE

BEE)
TERATN ()
BaE - (4%)

ARFHR—F—AE—A— A
52 £ BRI BERAY S HEEHL A T
A% - REBDYSREE FHALR -

FRBEE
TitRAEBNEERR
ERREE

RBEE
TiERE RNEEE

RBEE
AthEMNFAERERES
REal BAEEERR

FRBAE
HEAR REABEEHE

As a lessee (continued)

Notes: (continued)

not been included.

Non-current assets

Property, plant and equipment

Prepaid lease payments on land use rights
Right-of-use assets

Current assets
Prepaid lease payments on land use rights

Current liabilities

Other payables and deposits received

Lease liabilities/obligations under
finance leases

Non-current liabilities
Lease liabilities/obligations under
finance leases

2.1.2 Transition and summary of effects arising from initial
application of HKFRS 16 (continued)

The following adjustments were made to the amounts recognised
in the condensed consolidated statement of financial position at 1
January 2019. Line items that were not affected by the changes have

REES

B mREER

BIER £16%

“E-N\F RZE-NEF
+-A=t-8 —A—AH
E2RNERE HE RHE

Carrying Carrying

amounts amounts

previously under

reported at HKFRS 16 at

31 December 1 January

2018 Adjustments 2019

i3 TER AR TER
Notes HK$'000 HK$'000 HK$'000
(), (© 641,732 (8,050) 633,682
(@ 111,736 (111,736) -
- 623,206 623,206

(@ 3,281 (3,281) -
(d) 144,586 (8,497) 136,089
1,009 86,417 87,426

423 422,219 422,642

fyeE

RREREEDEZZ2HEE_F
—NERA=ZTHIERER ML
BEBAERERENS  OR
BEXFE R -_E—hF—H
— BB SRR BRAR
FHZEESEY -

Note: For the purpose of reporting cash flows from operating activities
under indirect method for the six months ended 30 June 2019,
movements in working capital have been computed based
on opening condensed consolidated statement of financial
position as at 1 January 2019 as disclosed above.
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BHE-T-AFA=TRHLEXEA
For the six months ended 30 June 2019

2. FESHHE

2. PRINCIPAL ACCOUNTING POLICIES

ERAFTEEMBREZEARER
P F R EANSRT A (&)

2.2 FERABFRAETTTREE 2 EZRR

JEFT & 5t B B 19 B 52 ) BT

RRABEFRERAE BN HHREER
F1GSRET R T 5B SR 2T -

EERSRAEE

RETHEBE - EREgE BT
FREREEENEEDRNOTIEEE
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MR EERESAES - WHEKLES
REMHHIBREBREAREMZEF
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BRARHE
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TERAIR RAEHE A A6

1aa TREEMZ FERR

BAEEBHE _T-N\F+_-A
=+ —BHUEFREZFEMBRRAAE
B2t T REE 2T ERIRIN - K
SEBEEUAT AT HEEZEER
e

FERBEERDRZ Y% - B RE
B 1bat Bl

BEFEREEBEETZZUVE - BE
REETRER - BEMFEER
EEEBTR2WE  BEMSEES
ez ReEASEM([BEELEN])
2RISR - FtEEAEER - A
EREEFHAEZEREGHFTES
Z2UE BERSEBEANZEESES
BNBHREEZRRREREZR
B-MiEEReELENVMELEZTE
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AlREELEHE — TRERERED - &
E-E—AFEXA=THIEAER -
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(CONTINUED)

Application of new and amendments to HKFRSs
(continued)

2.2 Critical judgements and key sources of estimation
uncertainty

Critical judgement in applying accounting policies

The directors of the Company made the following critical
judgement on application of HKFRS 16.

Lease term and discount rate determination

In determining the lease term, the Group considers all facts
and circumstances that create an economic incentive to
exercise an extension option. Extension options are only
included in the lease term if the lease is reasonably certain to
be extended. The assessment is reviewed if a significant event
or a significant change in circumstances occurs which affects
this assessment and that is within the control of the lessee.

In determining the discount rate, the Group is required to
exercise considerable judgement in relation to determining the
discount rate taking into account the nature of the underlying
assets and the terms and conditions of the leases, at both the
commencement date and the effective date of the modification.

Key sources of estimation uncertainty

In addition to the key sources of estimation uncertainty as
disclosed in the annual financial statements of the Group
for the year ended 31 December 2018, the Group has the
following key source of estimation uncertainty.

Estimated impairment of property, plant and equipment that
has indication of impairment loss

Determining whether property, plant and equipment that
has indication of impairment loss is impaired requires an
estimation of the recoverable amount of the cash-generating
unit (“CGU”) to which the property, plant and equipment that
has indication of impairment loss has been allocated. The value
in use calculation requires the Group to estimate the present
value of the future cash flows expected to arise from the CGU
containing the property, plant and equipment using suitable
discount rate. Where the expected future cash flows arising
from the relevant CGU differ from the original estimation, a
further impairment loss or reversal may arise. The management
of the Group estimated an impairment of HK$25,586,000 on
these property, plant and equipment during the six months
ended 30 June 2019 (six months ended 30 June 2018: nil).
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3. KARDEER
REBFENZWABN

EERS RS
e

-TLAHRRE
-8RER
BERERARRRRYEL
HrERAA
BRRERS RERRHL
SRR
SEREEERIH

S
BEAKT

4878
o
1%

L%
RS

it

Types of goods and services
Manufacture and sales of prescription

drugs and laboratory related products
QOperation of fitness centres and

provision of consultation services

for fitness and health activities

- personal fraining classes

- membership packages
Royatty fee income in relation to

fitness and health activities in Taiwan
Senvice feg income in relation to

fitness and health activities in Taiwan
Manufacture and sales of cement and clinker
Trading of cement

Total

Timing of revenue recognition
Point in time
QOver time

Total

Geographical markets
The PRC

Singapore

Taiwan

Total

ZR-NEFRHEE RS INTERIM REPORT 2019

3. REVENUE AND SEGMENT INFORMATION

Disaggregation of revenue from contracts with

customers
BE_E-NEAR=TALAER BE-E-\ERA=THIAER
For the six months ended 30 June 2019 For the six months ended 30 June 2018
ER B2 BR EZ
REEER Ra%% KEEH B RERER (EE KiExH 5
Medical Medical
pharmaceutical pharmaceutical
and health Fitness Cement and health Fitness Cement
business business business Total husiness business husiness Total

REER *MEH REEH REER REEY RIEH REEN RIEH
Unaudited Unaudited Unaudited Unaudited Unaudted Unaudited Unaudited Unaudited
TERL TR TER TER ThR T Thm ThR
HK$'000 HK$'000 HK$'000 HK$'000 HKS000 HK$000 HKS000 HKS'000

21149 - - 21,149 240357 - - 20337
= 45012 - 45012 - 9,709 - 9,709
- 81,221 - 81,221 - 91557 - 91557
- 27,158 - 27,158 - 8274 - 2874
. . . - - 1476 - 1476
- = 235435 23543 - - 158175 158,175
- - 633,251 633,51 - - 526,303 526,308

207,149 169,391 868,686 1,305,226 240,337 218,016 684478 1,142,831

27,149 45012 868,686 1,190,847 240,337 9,709 664478 1,021,524
- 114379 - 114379 - 121307 - 121,307

27,149 169,391 868,686 1,305,226 240,337 218,016 664478 1,142,831

27,149 2,559 868,686 1,148,304 240337 14047 084,478 938,862
- 120,674 - 120,674 - 174219 - 174219
- 27,158 - 27,158 - 29750 - 29750

271,149 169,391 868,686 1,305,226 240,337 218,016 684478 1,142,831

RN EREFEEERAF 25
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BHE-T-AFA=TRHLEXEA
For the six months ended 30 June 2019

3. KARDEER &)

2 ERE R

SERD BN D BPRIRFARA QR &S
TBRAB(AIXELEREE ) RENER
STPREBEN - FEHAKERZ2HD
AREY - WRRER T R EBRKEMBARN
REDE - AEBBEATKERT2HD

%

o BE BENBEREL -RENHE
R ENBEREREE

s REXBF-KERFTLREHRRES
TG B o 5 AR 75 B A8 8 s R AR 5 7%
NEREFHER RIRBEEA

o JRER —REREEKERAEA
LEBEKE -
(i) DEERAREE

ARBBRE-T-NFR-F-)N\F
RA=TRIAEASBRAR M

AT
PERPAHTUA Segment revenue from

external customers
NHEE Segment results
Gl LN Unallocated corporate income
AARGERR Unallocated corporate expenses
WATAR] Profit before taxation

26 R EREFREEERAF]
TONGFANG KONTAFARMA HOLDINGS LIMITED

3. REVENUE AND SEGMENT INFORMATION
(CONTINUED)

Segment information

Information reported to the chief executive of the Company, being
the chief operating decision maker, for the purpose of resource
allocation and assessment of segment performance focuses on
business units. No operating segments identified by the chief
operating decision maker have been aggregated in arriving at
the reportable segments of the Group. The Group has following
operating and reportable segments:

Medical, pharmaceutical and health business — manufacture
and sales of prescription drugs and laboratory related
products.

Fitness business — operate fitness centres and provide
consultation services for fitness and health activities and
operate the franchise business for royalty and service fee
income.

Cement business — manufacture and sales of cement and
clinker and trading of cement.

(i) Segment revenue and results
Analysis of the Group’s segment revenue and results for the six
months ended 30 June 2019 and 2018 is as follows:
BF BEREREK REEH KiEH ag
Medical, pharmaceutical
and health business Fitness business Cement business Total
ZE-AE ZE-\F ZE-AF ZE-/\E ZBE-AF ZE-\F ZE-pf )6
2019 2018 2019 2018 2019 2018 2019 2018
AEEY REEY REER AEER
AEER  RhOES  AEER REEN AEBR RO AEER REE)
Unauaited Unauaited Unauaited Unauaited
Unaudited andrestated ~ Unaudited  and restated ~ Unaudited  and restated ~ Unaudited  and restated
T Thn T T T THRL T THRL
HK$'000  HK$000 = HK$000  HKS000 ~ HK$000  HKS000 ~ HK$000  HK$'000
217,149 240,337 159,391 218,016 868,686 684,478 1,305,226 1,142,831
22,686 24,388 28,331 34,637 603 (2,028 51,620 56,997
842 2,078

(16,435) (23,078)

36,027 35,997
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3. KARDEER &)

DEER(#)

(i)

DERARERE (E)

HE-F-AFXA=tAR-%
—N\EAA=TAILAEARLES
RIS - BE_T—\EXA=T
AIE7SMEA - 5 MRS 5 B2
A FRERDEEERARRZ
RRERA - AR IR MEE
BEREE 2RO D BEMMH R
REEEABEN BERAOBER
ARl BE_E—N\FAA=T
B L7 {ELA M AR B AR
SRR HRET) o A
OB RRRTEANAAEBEH
REE L AR -
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3. REVENUE AND SEGMENT INFORMATION
(CONTINUED)

Segment information (continued)

(i) Segment revenue and results (continued)

There was no inter-segment sales during the six months ended
30 June 2019 and 30 June 2018. For the six months ended
30 June 2018, segment results represent the profit from each
segment without allocation of unallocated corporate income
and expenses, and finance costs. In current interim period,
basis of measurement of segment results reported to the chief
operating decision maker has changed to include finance costs
in segment results. Accordingly, the comparative information
for the six months ended 30 June 2018 has been represented
to conform with the current period’s measurement. This is
the measure reported to the chief operating decision maker
of the Company for the purposes of resource allocation and
performance assessment.

(i) 7EEERERE

(i) Segment assets and liabilities

BE BEREEEN e KEEH 45
Medical, pharmaceutical

and health business Fitness business Cement business Total
“5-)\E e SIS 5\ e Sl
“E-1E TR ZE-hE TZR | ZE-hE TR ZE-hE TR
~B=tR Zt-A  #®B=tR  =t-B  AB=tBE  Zt-B  ABEtR  Zt+-H
3062019 31122018 3062019 31122018 3062019 31122018 3062019  31.122018
S S e kS
AEER  ME 0 sEER 0 NEE AEER 0 ROl ABBR R
Audited Audited Audited Audited
Unaudited ~ andrestated ~ Unaudited ~ andrestated ~ Unaudited  and restated ~ Unaudited  and restated
Thn TAEL TR TaEL TR TiEn Tén FEn
HK$'000 HK$000 HK$'000 HK$'000 HK$'000 HK$000 HK$'000 HK$000
AHEE Segment assets 941,324 99,566 1,180,357 738518 1644257 1469622 3,765,938 3,203,706
EREREEE Deferred tax assets 1,633 2,663
FORLEEE Unallocated corporate assets 117,052 136,09
GREE Consoldated assets 3804628 3342464
I
NuaE Segment liabiities 244,851 319491 576,107 162,620 933,356 738164 1754314 1220275
HEak Tax liabilties 104,890 105,533
ELHE Deferred taxation 106,621 106,207
FOMOERE Unallocated corporate libilties 1,361 1,298
GABE Consolicated liabilties 1,967,186 1,433,403

RN EREFEEERAF
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3. KARDEER &)

DEPERE)
(i) 7EEEREME(E)

3. REVENUE AND SEGMENT INFORMATION

(CONTINUED)

Segment information (continued)

(i) Segment assets and liabilities (continued)

REEHBERRRR S BEHEER
GER

s FABENRZLEDH  ED
BRECHBEENR A REE
BE R

o RZE—N\F+—_A=+—8"
FrEaEskEELans R
BREVEAE BEEHRE X2
ErEEBERRITREMEE -
RZZE—NFANA=1+H &%
EERTIELEARENARE
BEEE - LeEsHadErhmiR
ThREMEE - Al R=ZF
—NE+-A=+—HB8LERE
BEERYINFEAHRENES -

For the purposes of monitoring segment performance and

allocating resources between segments:

e All assets are allocated to operating segments other than
deferred tax assets and unallocated corporate assets; and

e As at 31 December 2018, all liabilities are allocated to
operating segments other than tax liabilities, deferred
taxation, unallocated corporate liabilities and bank and
other borrowings. As at 30 June 2019, the Group’s
liabilities reported to the chief operating decision maker has
changed to include bank and other borrowings in segment
liabilities. Accordingly, the comparative information as at
31 December 2018 has been represented to conform with

the current period’s presentation.

4. EABWA

KB RITZFBUA
FEME SR B U
KEAEENBRABZ %
TR AR 2 S A
REBEBEMEE WS
BAVEREZEHTA
ZHBHA
KE—FHAZERRZHBHA
REHAREZFSWA
BB A
R K BUT B
—EEU AR T
—FA AR
FERHHE
FEEMA

R EREFREEERAF]
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4. OTHER INCOME

Interest income from banks
Interest income from loans receivables
Interest income from a non-controlling
shareholder of the Group’s subsidiary
Interest income from debt instrument at
fair value through other comprehensive
income
Interest income from a joint venture
Interest income from other investment
Rental income
Subsidy and government grant
- release form deferred income
— expenses related
Sales of scrap
Sundry income

HEANA=THILAEA

Six months ended 30 June

—E-hF —E-N\F
2019 2018
RBEZX RICEZ
Unaudited Unaudited
FHET FHT
HK$’000 HK$'000
603 2,959

1,725 2,577
2,658 3,002

619 619

- 157

276 -

1,542 1,848

240 -

2,394 6,830

600 2,086

5,444 4,587
16,101 24,665
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5. BERA

ATEEZFE
RITERR
HEE
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— B ESH
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EFER TR

5. FINANCE COSTS

Interests on following borrowings:
Bank loans
Other borrowings

Interests on obligations under
finance leases

Interests on lease liabilities

Others

6. TAXATION

The charge comprises:

Current tax
— PRC Enterprise Income Tax
— Singapore Corporate Income Tax
— Taiwan Corporate Income Tax

Under(over)provision in prior years
— PRC Enterprise Income Tax
— Singapore Corporate Income Tax

Deferred tax

ZR-NEFRHEE RS INTERIM REPORT 2019

BEANA=1THIELAEA

Six months ended 30 June

—E-hF —E-N\F
2019 2018
RBEZX RCEZ
Unaudited Unaudited
FET FAET
HK$’000 HK$'000
2,250 4,601
49,400 6,995

- 64

7,415 -

- 1,473

59,065 13,133

BZEAA=1THILA<EA
Six months ended 30 June

—B-hF —EN\EF
2019 2018
RCEZX RCEZ
Unaudited Unaudited
FET BT
HK$’000 HK$'000
20,497 9,916
2,312 4,521
4,074 4,463
26,883 18,900
518 (615)
10 -
528 (615)
27,411 18,285
288 (8,332)
27,699 14,953

RN EREFEEERAF
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7. PROFIT FOR THE PERIOD

Profit for the period has been arrived at
after charging (crediting):
Amortisation of intangible assets
Depreciation of investment properties
Depreciation of property,

plant and equipment
Depreciation of right-of-use assets

Total amortisation and depreciation

Cost of inventories
recognised as expenses
Release of prepaid lease payments
on land use rights
Net loss on disposal and write-off of
property, plant and equipment
and right-of-use assets
Net foreign exchange (gain) loss
Property rental income, net of
negligible outgoing expenses
Impairment losses (reversed) recognised
under expected credit loss model, net
— trade receivables
— other receivables
— loans receivables
—amount due from an associate
—amount due from a joint venture
—amounts due from other related parties

Operating lease rentals in
respect of premises

I8 Lease payments for

short-term leases and low-value assets
Written off of loans receivables

BEANA=1THIELAEA

Six months ended 30 June

—E-hF —E-N\F
2019 2018
RBEZX RCEZ
Unaudited Unaudited
FET FAET
HK$’000 HK$'000
5,462 3,740

80 85
26,912 31,514
40,000 -
72,454 35,339
858,638 710,809
- 1,710

3,566 3,044
(512) 2,342
(1,542) (1,848)
(90) 860

(911) -
(2,604) -
80 -

1 -

(97) -
(3,621) 860

- 51,662

2,335 -

- 45,447
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8. LOSS PER SHARE

ZR-NEFRHEE RS INTERIM REPORT 2019

The calculation of the basic and diluted loss per share attributable

to owners of the Company is based on the following data:

Loss for the purposes of
basic and diluted loss per share
attributable to owners of the Company

Number of shares

Weighted average number of
ordinary shares for the
purposes of basic and diluted loss
per share

BZEARB=1+HLX<EA
Six months ended 30 June

—E-hEF —F-)N\F
2019 2018
RICER RICEZ
Unaudited Unaudited
FHET FAT
HK$’000 HK$’'000
(25,191) (14,731)

HZEXA=1THILEREAR
Six months ended 30 June

—E-hF —E-N\F
2019 2018

REX RICEZ
Unaudited Unaudited
5,578,713,777 5,326,273,883

The weighted average number of ordinary shares shown above has
been arrived at after deducting the shares held by the share award

scheme (the “Share Award Scheme”).

loss per share.

The computation of the diluted loss per share for the six months
ended 30 June 2019 and 2018 do not assume the exercise of the
Company’s share options as such would result in a decrease in

RN EREFEEERAF
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BRI FHIKEE

E—NFENA=ZTHIEAMEA
NEB AR (E 43,074,000 T (B E - F
—N\FEXA=+HIENMEA : 30,179,000

NEANA=ZTHIEAEAR
AEBEEEDHAL
ST AR
REHE
BEFKRERE
S RIS 5 o AN
BRI R GF133% M EHELEER
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&1 B
NERNA=ZTHENEARE
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9.

10.

1.

DIVIDEND

No dividend was paid, declared or proposed during the current
period (2018: Nil).

The board of directors of the Company does not recommend the
payment of an interim dividend for the period ended 30 June 2019
(2018: Nil).

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2019, the Group acquired
property, plant and equipment at a consideration of HK$43,074,000
(for the six months ended 30 June 2018: HK$30,179,000).

In view of the decrease in selling price of cement during the six
months ended 30 June 2019, the management of the Group
identified certain property, plant and equipment of the cement
business having an indication of impairment loss. For the purposes
of impairment assessment, the management of the Group estimated
the recoverable amounts for property, plant and equipment under
cement business based on value in use calculation. The Group
estimated the present value of the future cash flows expected to
arise from the CGU containing the property, plant and equipment
of cement business by discount rate of 13.3% per annum.
The management of the Group estimated an impairment of
HK$25,586,000 on these property, plant and equipment during the
six months ended 30 June 2019 (six months ended 30 June 2018:
nil).

GOODWILL
FET

HK$'000
COST
At 1 January 2018 (audited) 439,160
Exchange differences (1,591)
At 31 December 2018 (audited) 437,569
Exchange differences -
Disposal of a subsidiary (3,438)
At 30 June 2019 (unaudited) 434,131




AR EMBRRME

Notes to the Condensed Consolidated Financial Statements

BHE-T-AFA=TRHLEXEA
For the six months ended 30 June 2019

12. BIWE 5 R0R

13.

BBEBERZREEERERREENKHN
ERESHRE(ELEBT AR S HEE
15R)I  REB KR ABLERE - B
MRS - BEERNRIKREBLD G
FHESEFL—RNTI0E0X * 30K K
VAE1FZEEH - NREBRENEE
EHHZY 2 ERE SFE (KR EERIE
BAE) 2 BRERDITIAT ¢
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12. TRADE RECEIVABLES

Other than the trade receivables in relation to the payment to be
settled through credit cards by individual customers of which the
settlement is normally 15 days from transaction date, the Group
has a policy of allowing credit periods for its trade customers
normally from 30 to 90 days, 30 days and 90 days to 1 year for
medical, pharmaceutical and health business, fitness business
and cement business, respectively. The aged analysis of trade
receivables, net of allowance for credit losses, is presented based
on the invoice date at the end of the reporting period as follows:

R-ZE—h#F RZE—NF

~A=+H +=—A=+—H

At At

30 June 31 December

2019 2018

RBEX KEZ

Unaudited Audited

FHET FAT

HK$’000 HK$’000

0E90X 0 to 90 days 524,420 296,537
91%180K 91 to 180 days 374,727 197,311
181E 365K 181 to 365 days 60,667 181,889
i1 F Over 1 year 2,995 10,854
962,809 686,591

RZZE—-AFERNA=10 BhZHEe
2H184,577,0008 T (ZE—N\F+ = A
=+—H : 145,210,000/ 7T ) B AN &£ E 5
B ERKREERKESFIEZH - AE
BRFERREERIH2EREE - &
EEFAEERERZ EmAa AR —F -

As at 30 June 2019, total bills received amounting to
HK$184,577,000 (31 December 2018: HK$145,210,000) are held
by the Group for future settlement of trade receivables. The Group
continues to recognise their full carrying amounts at the end of the
reporting period. All bills received by the Group are with a maturity
period of less than one year.

FEWE K 13. LOANS RECEIVABLES
R-E—IF RZZE—N\F
AA=+HB +ZHA=+t—H
At At
30 June 31 December
2019 2018
RICER REZ
Unaudited Audited
{iEsa FET FAT
Notes HK$’000 HK$'000

BB Loans receivables

e B % Reverse repurchase agreements (@) 12,077 17,108
HAbEUE K Other loan receivable (b) 34,264 88,928
46,341 106,036

RN EREFEEERAF
TONGFANG KONTAFARMA HOLDINGS LIMITED
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13. EWEFR (&)

MEE

(a

(b)

ey e

REE-F-AENA=ZTAHLEAEA &K
SEEAYRBEFEBRBLEEELFRSME]
VUARBHEZEFEHRARDERS -
K5 A AR 1,366,066,000 T (FBE 7
1,557,303,0008 70) (BE =T — N\F A
=+H1IEAREAR - ARM1,442,200,0007T (48
EP1,716,292,000%7T) ) - BIEEAMN F1E
14K - REMENF1.75% 2 7.15%51 B (&
BT \FANA=THIANEA : BHHRH
NF1E29K - RFEFEN F2.09%E7.25%
FPE) - ZEWRBIHHEE T~ 2 ERGEIRE
SER AR -

REBEE-_ZT—AFANA=Z+HIEAEA -
K5 A ANRA1,370,470,000 T (FBE 7
1,662,323,000/& ) (HE =T — \F XA
=+RH1EAEAR - AR¥1,478,600,0007T (48
#71,759,610,00078 70) ) 2 B E #H# E
BREEE -

Hitt R E R

RZZE—hEXA=Z1+H X&BHEEAR
30,000,000 7T ( #8 & 74 34,200,0007 70 ) 2
Hit EWEFTIZEFR12%:T B8 (ZF—\F
+=A=+—8 : AR¥30,000,000T AR
50,000,000t ( 5 5l 48 & 74 34,200,0007% 7T
57,000,000 7T ) 73 RIHZF F| = 12% K 6%5T
B) o B RASE  BRAERBEHEERS
BERIE T ZRENGEE - ZESIREHER A
HIAR - HTHEHIE AIRE HRE —F R 2 EIR
B e

REBEE-_Z—NAEXA=T+THLEAHEA -
& 485 A A R 50,000,000 (HE R
57,000,000/ 7T) Z FEWE R E B R B BB -

R EREFREEERAF]
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13. LOANS RECEIVABLES (conTinUED)

Notes:

(a)

(b)

Reverse repurchase agreements

During the six months ended 30 June 2019, the Group, as the reverse
repo party, entered into pledge-style bond repo transactions that
were denominated in RMB with the aggregate principal amount of
RMB1,366,066,000 (equivalent to HK$1,557,303,000) (for the six
months ended 30 June 2018: RMB1,442,200,000 (equivalent to
HK$1,716,292,000)) through the Shanghai Stock Exchange with maturity
periods from 1 day to 14 days and carried interest ranged from 1.75%
to 7.15% (for the six months ended 30 June 2018: maturity periods from
1 day to 29 days and carried interest ranged from 2.09% to 7.25%) per
annum. Such receivables under reverse repurchase agreements are stated
at amortised cost.

During the six months ended 30 June 2019, reverse repurchase
agreements with aggregate principal amount of RMB1,370,470,000
(equivalent to HK$1,562,323,000) (for the six months ended 30 June 2018:
RMB1,478,600,000 (equivalent to HK$1,759,610,000)) had matured and
been redeemed.

Other loan receivable

As at 30 June 2019, other loan receivable with aggregate principal amount
of RMB30,000,000 (equivalent to HK$34,200,000) carries interest 12%
per annum (31 December 2018: RMB30,000,000 and RMB50,000,000
(equivalent to HK$34,200,000 and HK$57,000,000 respectively) carrying
interest at 12% and 6%, respectively per annum). The balance is stated
at amortised cost, after taking into the account of the principal amount,
interest receivable and the impairment assessment under the expected
credit loss model. It represented the loan receivable with maturity within one
year from the end of the reporting period.

During the six months ended 30 June 2019, loan receivable with aggregate
principal amount of RMB50,000,000 (equivalent to HK$57,000,000) had
matured and been redeemed.
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UVEBERRERAFEREZE
MEE BEBHMEZEKRER
APEREBZEBIA Hit
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14. FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS/DEBT
INSTRUMENT AT FAIR VALUE THROUGH

BE OTHER COMPREHENSIVE INCOME/OTHER
INVESTMENT
R=ZB-—NIF RZZE—N\F
ANA=+H +TZH=+—H
At At
30 June 31 December
2019 2018
RIBEFZ rEZ
Unaudited Audited
B EE FER FAT
Notes HK$’000 HK$’000
BEIRFERIBREIXAFE  Financial assets mandatorily
BEEEZERMEE measured at fair value
through profit or loss
b ZEMR A B TR Exchange rate linked
structured deposits () 92,328 96,850
REB LT ZIRAEES Equity security listed in Hong Kong (b) 10,518 10,518
REBLIN 7 A% Equity securities listed
outside Hong Kong (b) 259 265
103,105 107,633
EBHMEEKRIENTF Debt instrument at fair
BEREZEKITA value through other
comprehensive income
&% Bond © 15,723 31,336
HttkE Other investment (d) 20,270 20,000
FiE - Notes:
(a) ERHMEBUER (a) Exchange rate linked structured deposits

(b)

EXBmERETRRRAR RAARES
1

ZEBBUETERZ N R R R TERIT 2 EX
BHMFE - ZEEBITF RN EIRERR
DHRERBERRATERE, SREE -
IR A8 35

BAEFZATFESER - MRAFEDRES
MRS ZMMH S ENBEE -

(b)

Exchange rate linked structured deposits were principal protected and
denominated in RMB.

Interest rates of these structured deposits vary depending on the movement
of exchange rate between the US$ and the Australian dollars. Such
structured deposits are classified as financial assets at fair value through
profit or loss on initial recognition.

Equity securities

Equity securities are stated at fair value which is determined based on the
quoted market bid price available on the relevant stock exchanges.

RN EREFEEERAF
TONGFANG KONTAFARMA HOLDINGS LIMITED
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4. ZBERZRBRLOFEEE 2E 14 FINANCIAL ASSETS AT FAIR VALUE

MEE FEREHMZEKEIR THROUGH PROFIT OR LOSS/DEBT

AFEEBC2EHXKIER Hit INSTRUMENT AT FAIR VALUE THROUGH

wRE®) OTHER COMPREHENSIVE INCOME/OTHER

INVESTMENT (conTINUED)

BT« () Notes: (continued)

(c) &% (c) Bond
N-E—-HENA=TH  EHAETHE As at 30 June 2019, the bond was denominated in US$ and carried interest
BEFFEI99%TE - REEZT—NFA at 3.99% per annum. During the six months ended 30 June 2019, a bond
=+BIEANEA  BIRASEERASES with principal amount of US$2,000,000 (equivalent to HK$15,500,000) had
2,000,000 7t (8 & 715,500,000/ 7T ) 2 f& been redeemed at principal amount.

(d HtrE (d) Other investment
HIEAIRITRIZ FLES BEFBA Y E A Amount represented a fixed interest fund set up by banks with guaranteed
EREFB c REBR_ZE— ) \F+_A=1+— return of principal and interest. The fund that the Group has invested as
ARENESOREE T4 A=1H at 31 December 2018 had been matured during the six months ended 30
IEAEARSHEAREEE EHEEHNIREEIR June 2019 and the Group has reinvested the amount into the same fund.
—E£¢ AEERFEZESEZIE  #E The Group intends to hold the fund until maturity, which will be matured in
SR IREEIRE NE B RIER o RIREHAK - six months after the end of the reporting period. At the end of the reporting
E TSI AR E - period, it is measured at amortised cost.

15. EREZRERERE 15. TRADE AND BILLS PAYABLES
MNEREHREN B EZEQEZ Y| 2 AEEHfE An aged analysis of the Group’s trade and bills payables, presented
NESHFIERRE 2 REAITHT : based on the invoice date, at the end of the reporting period is as

follows:
R-ZE—IF RZE—N\F
ARA=+H +ZA=+—H
At At
30 June 31 December
2019 2018
RICER EZ
Unaudited Audited
FET FAT
HK$’000 HK$’'000
0E90K 0 to 90 days 314,239 133,343
912180k 91 to 180 days 8,856 51,844
1812365k 181 to 365 days 77,557 89,283
HBiE1E Over 1 year 9,418 9,987
410,070 284,457

86 R EREFREEERAF]
TONGFANG KONTAFARMA HOLDINGS LIMITED
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16.

17.

ROTREMEER

RBEE-_ZT—HAhFENA=THIEARE
B AEBESHERTERREME
B74,009,0008 L (HE T — N\FA
=+HIEEA : 183,911,000/87T) RIE
EIRITE R R E AL B E104,738,000/% T
(BHz—Z2— ) \FXA=+tHIAEA :
331,757,000/870) ° FEEEMERED
ARBMARER —REEER -

NEE 7 R1T R EAMEEAM FEER D H
Big MR 2 e F R K& EEFMETE
N FEESREI0%(—ZE—N\FE+=
A=+—H8 : 5%%18%) °

EREEE HEEE ®E
HESE

BRHEERY - ARERGE—BEHEA
EH T E Az BNEERE  BL
= RERE  REPOLTEEAOE
Ao MEREERNREE  YEESED
R R - BRBAEFERFHNF
—EZ2RFIENHEMR -

RAFHAER - AEBER THER - &5
B WAEREFFLYHEER
oo MAGHIERE  AEBEEHERE H
6,228,000,% 7T & (& FA #& & E= & 4,399,000
BIIMHEEAE -

KA IR - EREEENELHER
BENEC BERsEEa kA AMEEKE
FINER

16.

17.

ZR-NEFRHEE RS INTERIM REPORT 2019

BANK AND OTHER BORROWINGS

During the six months ended 30 June 2019, the Group obtained
new bank loans and other borrowings of HK$74,099,000 (six
months ended 30 June 2018: HK$183,911,000) and repaid bank
loans and other borrowings of HK$104,738,000 (six months ended
30 June 2018: HK$331,757,000). Proceeds from new borrowings
were used to finance the general operating activities of the Group.

The bank and other borrowings of the Group are repayable within
one year and bear interest at floating market rates and fixed rate
which on average ranged at 5% to 30% (31 December 2018: 5%
to 18%) per annum.

RIGHT-OF-USE ASSETS/LEASE LIABILITIES/
OBLIGATIONS UNDER FINANCE LEASES

The Group obtains rights to control the use of prepaid lease
payments on land use rights, offices, fithess equipment, fitness
centres and motor vehicles for a period of time through lease
arrangements. Lease arrangements are negotiated on an individual
basis and contain a wide range of different terms and conditions
including lease payments and lease terms ranging from 1 to 5 years
on average.

During the current interim period, the Group entered into new lease
agreements for the use of land, fitness equipment, offices and
fitness centres. The Group has recognised a total of HK$6,228,000
of right-of-use assets and HK$4,399,000 of lease liabilities during
the current interim period.

During the current interim period, depreciation of right-of-use
assets and interests on lease liabilities have been charged to the
condensed consolidated statement of profit or loss and other
comprehensive income.

RN EREFEEERAF
TONGFANG KONTAFARMA HOLDINGS LIMITED
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18. IRA 18. SHARE CAPITAL
BHEE BE
Number of
shares Value
FET
HK$'000
SRR TE{EO0.002/8 T 2 EiE MK Ordinary shares of HK$0.002 each
EIE Authorised:
AZE—-N\F—H—H " At 1 January 2018, 30 June 2018,
—E—-A\FXA=1+H" 31 December 2018 and
—“E-N\E+-A=t+—HEF 30 June 2019
—E-NFARA=FH 100,000,000,000 200,000
ERITRHBE Issued and fully paid:
R-ZE—N\F—HF—H At 1 January 2018 4,950,000,000 9,900
BITHR M 1E AN EEETE New shares issued as consideration
(FE#E R E23(d)i) for the Acquisition
ZRIE (as defined in note 23(d)(i) 243,863,777 488
RIRRE = Issuance of ordinary shares under
(& & KM 5E23(d)i) the Subscription Agreement
BT E R (as defined in note 23(dj(ii)) 400,000,000 800
R-ZZE—NFEXA=1H At 30 June 2018 5,593,863,777 11,188
B8 KT Rk i (PfaE) Shares repurchased and cancelled (note) (5,292,000) (11)
RZZE—NE+=-A=+—HK At 31 December 2018 and
—E-NFAA=TH 30 June 2019 5,588,571,777 11,177

RZEBE—AERNA=+H - AERHER
SHEIEE 2% 1D 428059,858,000/% ( ==
—N\F+=-A=+—H :9,858,000/%) °

MiEE
RBE-Z-)\F+-_A=+—RHIFE  AR7

B FTEE15,292,0008% B & ik fn - BRENS
1,975,000/ 7T

38 R EREFREEERAF]
TONGFANG KONTAFARMA HOLDINGS LIMITED

As at 30 June 2019, the aggregate number of shares held for
the Share Award Scheme was 9,858,000 (31 December 2018:
9,858,000).

Note:
During the year ended 31 December 2018, the Company repurchased its

own shares on the Stock Exchange of 5,292,000 shares at the aggregate
consideration of approximately HK$1,975,000.
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19, EAEIE
AEBEATEAELRE :

ERTAMERI AR & 75
WRABE 2 BARSE

—A—FHAERFHLE

—BEDE - BEIRE

19. CAPITAL COMMITMENTS

The Group had the following capital commitments:

R-B-h#F R-T—N\F

Capital commitments contracted for
but not provided in the condensed

consolidated financial statements:

WA RARN —_E——E_A+HBFALG -
R-ZE——F-fF+=H xEEZF2EH
BAR EEmaKRAaRAR ([ g b )R
BBt EFEM(EE)BRAR(FIELE
BEMB(EE) @R ([ EFEM )T (R
Rl AEEEE 6w T AFERED
RAEARBEZEEARURADBZEIEERA
g l) - DURIERE B RaE 2 R RGBS —
BMEERAR([EERT) - BIEAERE
EEMHE I R ERES DEHERAES
ZHEREEXREERER ([AEEER D2
HEBRFH R - 12E B RAIRE 2 (5L
AERNAE LA REREHREAER - B—H
AERNAHEREEAEEREAEQAF
& A 2 50% 17 58 A R # 400,000,000 7T ( #8
B R #455,996,0008 (= —\F+=A
=+—H : 455,996,000/67T)) - X HFEEH
RAARBEA-ZE——E€-_A+THAZAE
IEARRRIBBHS A= ——F=A+/<A
M—ZT—UE—A=+HZEK-

— Capital contribution to
a joint venture

— Acquisition of property,
plant and equipment

ANA=+H +ZA=+—H

At At

30 June 31 December

2019 2018

RICERZ KEZ

Unaudited Audited

B 5T FHET FAT
Note HK$’000 HK$'000
(a) 429,069 378,169
28,192 34,749

457,261 412,918

Note:

(@

As announced by the Company on 15 February 2012, Shanghai Allied
Cement Co., Ltd. (“Shanghai SAC”), a non-wholly owned subsidiary
of the Group, entered into the (ERER [QBEBEE | 51EHH)
(the Bailonggang Project Construction Cooperation Agreement®) (the
“Cooperation Agreement”) and the (BERFZRIZAERR(RANGF) (the
Principle Agreement for the Establishment of the Joint Venture Company)
(the “JV Principle Agreement”) with /&M (£E)ER A7 (Shanghai
Building Material (Group) Company Limited*) (formerly known as_Fj&i25e
(& E)42 A 7 (Shanghai Building Material (Group) General Company*))
(“Shanghai Building Material”), a state-owned enterprise, for the purpose
of setting up a joint venture company (the “JV Company”) pursuant to
the terms and conditions therein on 13 February 2012. Pursuant to
the Cooperation Agreement, Shanghai Building Material and Shanghai
SAC agreed to establish the JV Company to operate and manage the
development of new cement production facilities at Bailonggang, Pudong,
Shanghai (“Bailonggang Project”) under the terms of the JV Principle
Agreement after the relevant government approvals for the Bailonggang
Project being obtained. The commitment on capital contribution to a joint
venture represents the 50% share of registered capital of the JV Company
by the Group amounting to RMB400,000,000 (equivalent to approximately
HK$455,996,000 (31 December 2018: HK$455,996,000)). Details of the
transaction were set out in the announcement of the Company dated 15
February 2012 and the circulars of the Company dated 16 March 2012 and
30 January 2014, respectively.

RN EREFEEERAF
TONGFANG KONTAFARMA HOLDINGS LIMITED
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19. EAXREIE 2)

MEE

(@

(#)
(%)

R-ZZE——FAA=-+N\H B8BTS
“EERE ABEETRERKS -
@R (B A A R ¥ 380,000,000 7T (8 E 7R 49
433,197,000 7T) - RZFT—N\F+=A
=t+t—HB%®ZA EELEBEINZ=H
BEWZLEREZZEHAREEARE
68,270,000 T (FHE R %)77,827,000/7T) °

RZE—NEMNA=-+=0 " LBLHE
HEHFRAEREEF —HREAEARE
235,000,0007T (48 & 7 49267,898,0007% 7T )
K55 B ik B & B 3UE AR 44,650,000 7T
(FHE H 4750,900,000/ ) B FiRiE - R=F
—NWEXNA=Z+H bS5 LHBE R THmEE
BinlEL & 8 8 HEUE AR 23,620,0007T
(A& 1 4926,927,000/ 7T) °

BERGB(ZE—NF+=_A=+—8: =%H)
BEREEE 2R EREETEARRAROE
BIEE  AEEEEBZEREREEEER
B REERRIRM B (REBIERE) - £E
FEATIR BT BR A AR - RS R
HESEM S ATIE B 2 S s E T
BERR WEAAEERERE 2 REFIRE
EFAHEEAR  HIEEEFERAERAR
TR ANEY S 5 8% Sl i R
2 UBTHERAERRIEMEALLY 2 H
B RGHBORERARBAPA-T—=
F+AZAZAERBHAE-T——F+—A
THRER-ZE-AFUNA - FHBZEK -

ARBEEEREEE CREBERKBIETER
RARAEBER  MALEROREBER
ZEEAEBEZMM(ZE—-N\F+=A
=+—8: =Z/MEERBRE T EE) &= A
AR 376,380,000 7T (#8 & H 4429,069,000
BT ZE-NF+ZA=+—H: AR
¥ 331,730,000 7T (48 & 7 #9378,169,000 /5
g0)) » A —MAERBIHE 2 &E -

R EREFREEERAF]
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19. CAPITAL COMMITMENTS (coNTINUED)

Note: (continued)

(@)

(continued)

On 28 September 2012, Shanghai SAC entered into three purchase
agreements for the purchases of certain equipment and machineries at the
aggregate consideration of RMB380,000,000 (equivalent to approximately
HK$433,197,000). On or before 31 December 2018, Shanghai SAC
has settled the respective first payment of the total consideration in an
aggregate amount of RMB68,270,000 (equivalent to approximately
HK$77,827,000).

On 23 April 2019, Shanghai SAC has agreed to cancel one of the
purchase agreements with consideration of RMB235,000,000
(equivalent to approximately HK$267,898,000) with the seller and the
respective first payment of RMB44,650,000 (equivalent to approximately
HK$50,900,000) has been refunded. As at 30 June 2019, Shanghai SAC
has made the respective first payment of the remaining two purchase
agreements amounting to RMB23,620,000 (equivalent to approximately
HK$26,927,000).

The equipment and machineries under the two (31 December 2018: three)
purchase agreements were purchased for future use in the Bailonggang
Project and the Group does not intend to retain such equipment and
machineries for their own use. After the JV Company is established (which
the Group still committed to), Shanghai SAC may transfer, by way of
disposal or otherwise, the equipment and machineries purchased at cost or
novate the rights and obligations of the purchase agreements at cost to the
JV Company in accordance with the relevant PRC rules and regulations,
or subject to the relevant PRC rules and regulations, may transfer such
equipment and machineries at cost by way of contribution in kind to satisfy
its proportion of the registered capital of the JV Company. Details of the
transaction were set out in the announcement and circular of the Company
dated 3 October 2012, 15 November 2012 and 24 April 2019, respectively.

Since the equipment and machineries under the purchase agreements were
purchased for future use in the Bailonggang Project, the total commitment
of the Group to the Bailonggang Project, including the commitment under
the two (31 December 2018: three) purchase agreements, would be
limited to RMB376,380,000 (equivalent to approximately HK$429,069,000)
(31 December 2018: RMB331,730,000 (equivalent to approximately
HK$378,169,000)) being the commitment on capital contribution to a joint
venture.
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20. EEEHA

21.

RoZE—NENA=1H AEEZHRT
2 H Ath 2 B 13,680,0005% 7T K 7] £ & 7 2%
TN 2% 2 R ERIR1TREE 150,210,00078%
T(ZE—N\F+_A=+—08: BITEH
£ E104,880,000/8 7T ~ AL FER 21T
2= 7 5B HRIR TR E 169,270,000 7T K
BEFAE1,432,000/8 7T ) JThLA R HIVEHEE -
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20. PLEDGE OF ASSETS

As at 30 June 2019, the Group’s bank and other borrowings of
HK$13,680,000 and short-term bank facilities of the issuance
of bills payable to suppliers amounting to HK$150,210,000 (31
December 2018: bank and other borrowings of HK$104,880,000,
short-term bank facilities of the issuance of bills payable to
suppliers amounting to HK$169,270,000 and finance lease of
HK$1,432,000) were secured by the following:

R-Z—N&F RZZE—N\F
AA=tH +ZA=+—H
At At
30 June 31 December
2019 2018
RBEX A
Unaudited Audited
FET FET
HK$’000 HK$'000
BFNEEY Building and structures 52,282 53,275
= K & Plant and machinery - 987
TiFEAE BN EERE Prepaid lease payments on land use rights = 16,459
FREEE Right-of-use assets 20,989 -
P& R M E B TR Exchange rate linked structured deposits 57,158 28,412
EHEBIRITER Pledged bank deposits 47,204 52,759
177,633 151,892

ERMIAZAFEFE 21. FAIR VALUE MEASUREMENTS OF

AEEETEREEENEREHRZA
FEME  TREHETRSEREERD
FEZ2H A CERAER 2 (A {E M K
ANE) - UWERRBRAFEFEMABAEL
AEREEMBEAFEAERERAFE
FRZ2ERNE—E=ZR)2EH -

o FANVEFERRERNEERA
ERRETS 2 RECREHER)FTE

o F_MATEAEEEBRITAFT &
NZIEAIN  BESBBEZEEZAD
B xR (B BRITE) ATBRE
MNEFE : R

o B=MATEEELITALIFRE
AEEMSHEMSEERARZE
ANE(T AR AE) 2 G EER

=
B -°

FINANCIAL INSTRUMENTS

Some of the Group’s financial assets are measured at fair value
at the end of each reporting period. The following table gives
information about how the fair values of these financial assets
are determined (in particular, the valuation techniques and inputs
used), as well as the level of the fair value hierarchy into which the
fair value measurements are categorised (levels 1 to 3) based on
the degree to which the inputs to the fair value measurements is
observable.

e | evel 1 fair value measurements are those derived from quoted
prices (unadjusted) in active market for identical assets or
liabilities;

e | evel 2 fair value measurements are those derived from inputs
other than quoted prices included within Level 1 that are
observable for the asset or liability, either directly (i.e. as prices)
or indirectly (i.e. derived from prices); and

e Level 3 fair value measurements are those derived from
valuation techniques that include inputs for the asset or liability
that are not based on observable market data (unobservable
inputs).
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1. ST EZAFENE®) 21. FAIR VALUE MEASUREMENTS OF
FINANCIAL INSTRUMENTS (conTINUED)
ATE
£
LREE ATE Fairvalue fEFERTEHAE
Financial assets Fair value hierarchy  Valuation technique and key inputs

RZB-1E RZZ-N\E
AAZTE +=ZA=1+-8

At 30 At 31
June 2019 December 2018
REEN L&Y
Unaudited Audited
TET TAEx
HK$'000 HK$'000
BRERERAVERR EREE
Financial assets at
fair value through profit or loss
REB LT RAES 10,518 10,518 F—H TEMBEAE
Equity security listed in Hong Kong Level 1 Quoted bid prices in market
WEBIAIN ET7 2 RAE 259 265 g TEMBEAE
Equity securities listed Level 1 Quoted bid prices in market
outside Hong Kong
EREM R 92,328 96,850 FHR URRERE  RERREXZY BE(RBRRE
Exchange rate Level2  EIRUINEEIETIZIMIG 2 SIRBEEER) R
linked structured deposits ANFIRGERIELRE - WARMAZE LR
RSGEF(WER) 2 EERR 2SR HHRR o
Discounted cash flow. Future cash flows are estimated
based on the probabilities of future exchange rate
movements (which are modelled using the implied
volatility prices at the end of the reporting period
from the foreign exchange options market) and
contracted interest rates, discounted at a rate
that reflects the credit risk of the Group or the
counterparties, as appropriate.
BEBRAMRERERATE
EEZEKIA
Debt instrument at fair value
through other comprehensive
income
&% 15,723 31,336 B EEREEE
Bond Level 2 Quoted price from pricing services
118,828 138,969
REBE-ZE—AFAAZTHIEANEAR There were no transfers among Levels 1, 2 and 3 during the six
HE_ZE—-N\E+-_A=1+—HI1FE - months ended 30 June 2019 and the year ended 31 December
B Bo_MEE =R BN EEE o 2018.
KNANTIEERE  NEBEBEBGEASEE The directors of the Company consider that the carrying amount
RN AR S REELDS R of the Group’s financial assets and financial liabilities recorded at
BEZEREESEREQNTFERE - ZS5A amortised cost in the condensed consolidated financial statements
FEGERBRRESRENDITIKBRARTE approximate their fair values. Such fair values have been
BRAVET determined in accordance with generally accepted pricing models

pased on a discounted cash flow analysis.
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2 HE—RBMER T

R-Z-NAF_A+HA  AEEFR—F
BYE= T HEERBFE(EM)RFIKE
BERRARMz2HED  BRE/SARE
3,000,000 7T (18 E 73,461,000/ 7T) ° /&
DHZHME R - ZEBAHAANKE 2 @Y
E5(FIRES) ©

REEREIREFHE(EM)RSAKREAR
RAZEBERBEEBENT

MIE
EWRERE
FEU B

BAEEFECEE
REESH -
WE - BB MEE
EES
FIETREE =
Hemse
FREEE
JEURE 5 F0E
B HIRRAR
HAbEWFIE  12& MTE A
RITEB RIS
JERTE 5 F0E
HAbFEFRIB
1BIRA A
AHBE
HEaE

EHEFAE

HE KB ARz
SR E
m:EREFAE

&2 Was

HEEEZRERA :
BEHEZRITESRIIRE
B AR WER 2 B

RBE-_Z-NAFRA=THIXEARH
&2 B X B K AN R (B 0 6 AT AR
MEELBCREELEANER -

22. DISPOSAL OF A SUBSIDIARY

On 15 February 2019, the Group disposed of its entire interest
in BE(EF)ZSKREBR AT to an independent third-party
at an aggregate consideration of RMB3,000,000 (equivalent to
HK$3,461,000). The operations are included in the Group’s fitness
business for segment reporting purposes (Note 3).

The aggregate amounts of assets and liabilities attributable to Zf&
(BP9 H KB B R A7) on the date of disposal were as follows:

FAT
HK$’'000
Total consideration:
Cash consideration received 2,784
Consideration receivable 677
3,461
Analysis of assets and
liabilities over which control was lost:
Property, plant and equipment 6,002
Goodwill 3,438
Deferred tax assets 1,048
Rental deposits 1,633
Right-of-use assets 9,671
Trade receivables 67
Contract costs 2,025
Other receivables, deposits and prepayments 987
Bank balances and cash 320
Trade payables (616)
Other payables (1,648)
Provision of reinstatement cost (174)
Contract liabilities (16,692)
Lease liabilities (10,826)
Net liabilities disposed of (4,765)
Gain on disposal of a subsidiary:
Consideration received and receivable 3,461
Add: net liabilities disposed of 4,765
Gain on disposal 8,226
Cash inflow arising on disposal:
Bank balances and cash disposed of (320)
Less: Consideration received by cash 2,784
2,464

The subsidiary disposed of during the six months ended 30 June
2019 did not contribute significantly to the results and cash flows of
the Group during the period prior to the disposal.

RN EREFEEERAF
TONGFANG KONTAFARMA HOLDINGS LIMITED

43



— T NERHAEERE INTERIM REPORT 2019

AR EMBRRME

Notes to the Condensed Consolidated Financial Statements

BHE-T-AFA=TRHLEXEA
For the six months ended 30 June 2019

2. BB ARG RER 23. RELATED PARTY TRANSACTIONS AND
BALANCES
E@@E:g—ﬁifﬁ =tHIEAMEA - During the six months ended 30 June 2019, the Group had
A BN 2 R B REEHINT - transactions and balances with related parties as follows:
(a) XZME (a) Summary of transactions

BEANA=1THIEAEA

Six months ended 30 June

—E-hF —E-N\F
2019 2018
RISEX e
Unaudited Unaudited
FHET FBT
HK$’000 HK$'000
TEBKB AT Z Non-controlling shareholders of
FEERBR R the Group’s subsidiary
F B U A (B EED Interest income (note i) 2,658 3,002
—EEE LT An associate
—EBBRA - Management fee income = 1,029
— R BRI — Royalty fee income 27,158 28,274
— R ERA — Service fee income = 1,476
b) TEEEEBAEHE (b) Key management personnel compensation
BZEAA=1+HIEAREA
Six months ended 30 June
—E-hF —E-N\F
2019 2018
RICEX RCTEZ
Unaudited Unaudited
FET FHT
HK$’000 HK$’'000
o T H A5 HRIE R Salaries and other short-term
benefits 6,074 6,176
BB 12 A AR Post-employment costs 311 294
EREEURG BER MR Equity-settled share-based
payments 360 3,174
6,745 9,644
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2. BB AR RERE)

23. RELATED PARTY TRANSACTIONS AND

BALANCES (conTINUED)
(c) EHABIE (c) Summary of balances
R=ZE—NF RZE—N\F
AA=+H +ZA=+—H
At At
30 June 31 December
2019 2018
RIBER REZ
Unaudited Audited
s FER FAT
Notes HK$’000 HK$’000
MENEE Current assets
—RHRZRWB A RIRK Amount due from a fellow subsidiary (i) 18,034 18,034
BEFAEBHBEAR—%H Loan to a non-controlling shareholder
JEIER IR R 2 B of the Group’s subsidiary () 89,780 127,283
AEBERBARZ —% Amount due from a non-controlling
FEIE R AR R R shareholder of the
Group’s subsidiary (ii) 58,843 58,864
— BB R Amount due from a shareholder (i) 344 344
H (b BARE 5 R Amounts due from other related parties 167,001 204,525
REBEE Current liabilities
ERNAEEKB AT —%H Dividend payable to a non-controlling
FEFEARAR SR 2 AR B shareholder of the
Group’s subsidiary (ii) 8,864 8,864
RSB B A RIFEER Amounts due to non-controlling
IR 2 FRIE shareholders of the Group’s
subsidiaries (ii) 561 560
R—ERZENMEBARZKIE  Amounts due to a fellow subsidiary (ii) 14,862 18,852
REREEWB AT —H Amount due to an entity controlled by
IR AR BRI 5] 2 — [ a non-controlling shareholder of
B FUR the Group’s subsidiary (ii) 2,312 2,300
RAEBWBRR—H Amount due to a director of the
L Group’s subsidiary (ii) 7,834 7,869
R EL A BRI 75 SRR Amounts due to other related parties 34,433 38,445
5T Notes:

) ZERFRESEOAEENBAR— ()  The transactions and balances represented loans to a non-controlling
BIERBRRRER2ER R —+t shareholder of the Group’s subsidiary. As at 31 December 2017,
FT_A=1—H BRDHZE MR the principals of the loans bear interest at 4.15% per annum, were
TR RS REFELI5%ETE B entrusted through a bank, unsecured and repayable in May 2018 and
BEARANR_T-NFRAR_F June 2018. The transactions also constituted connected transactions
—N\FRAEE - ZEX DB E within the meaning of the Listing Rules. Details of the transactions
RHCERR FmMA) - XSFHEHAR were set out in the announcement of the Company dated 26 May
ARARERAZZ—tFRAZ-+7<H 2017. Following the announcements of the Company dated 24 April
ZRE  ARETBEASMA_T— \F 2018, the Group has agreed with the non-controlling shareholder
MAZ+MBZAEE - REBEEZE of the Group’s subsidiary that the Group will not entrust a bank
ALEEERRBEERBERBT » A% to provide these loans but will directly provide the loans to non-
BT LR RORMZEER - M controlling shareholder of the Group’s subsidiary and also extended
BERMAZEAEENE QR JEERAR the repayment for 1 more year, accordingly, the loans would be
RHZEER - FASGERARTER — repayable in May 2019 and June 2019. During the current interim
FoBIU - ZEEFTEAR T -NF period, the loans have been further extended to May 2020 and June
EAR_Z-NFRABE - WETH 2020.

HE - ZEFERE—FCERE_Z_ZF
FRAR-ZE-_TFRA -

(i) ZEFEHRRBEEA - TR E RAREXR (i)  The balances were unsecured, non-interest bearing and were

B8 - repayable on demand.
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2. BB AR RERE)

(d) Hftb

M

RZZE—N\E—A=-+=H &
RANRARBZEE2ENER
RIELE AR AR ([ EHE ) BRI
Mt B EEKEFR A A KSea
Best Group Limited ( 45 8 [ 3% &
EFRMKER T HEEESR
NA([EHBEZE]) 2 He840%0%
AER([WEEEDITVEED
ZoRBEEERE  BEBKMY
EEKkEmZEEFBEERE
HER A B 2 A H40%0 A K
= BRE A ARE200,000,000
7T B B () A R ¥ 100,000,000
TANRESY N Ri)ARE
100,000,000 7t # M K R 7] & &
XA B D 0.558 T2 1T E M
% EH 7 B 1T7243,863,777 B
BROZARNI - WHBEEE
RZZE—-N\EFERA=A%K " [
HEEERARNNG ZEEE2EN
BRA - REMRBE BT
243,863,777 AR E KD KA A
F% (73R8 A FM0.467ETT - X5
HEARARARBHEAE-ZT—N
F—A-+=0 - T N\F=
BA+=H  —Z—N\F=ZA+<
BE-Z—NEFEA=ZBZR S
EARARBHA-—ZT—N\F_A
“t+tHBZBERA -

RZZE—N\F—A=-+=H" K
ANRIEBEER A ERLIERERA
&* (THTF Energy-Saving Holdings
Limited) ([ 2RIET )R — DR
Bing - Bl REAFBGEHGR
ERE - MAQRTHKEERESR
FRRO5EBITTHE AL M BT
400,000,000 A2 FIf& 15 ([ 3R
Wzl c BAsmIZERCRIND A
RARTRA®E])ZFRITHE
MREEEEARAAZIETER
BEEE - AN M EREEEER
ERARHEEREALFTEES
ANEPEEEEHEREBR AR
RI100% %1 - FREE S MET &%
BHERAFBRDAERAGTNZEHK
BAE - REFTHEREE-Z
—NEXNA=1THIERNEARNE
W °
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23. RELATED PARTY TRANSACTIONS AND
BALANCES (conTinUED)

(d) Others

U

(i)

On 23 January 2018, the Company and Kingwood
Limited, an indirect wholly-owned subsidiary of the
Company (“Kingwood”) entered into the sale and purchase
agreement with Shenzhen Shiao Wan Yun Investment Co.
Ltd.* (RIITAtE R EEHR B FR 2 7)) and Sea Best Group
Limited (collectively, the “Vendors”) for the acquisition of
remaining 40% equity interest in Tongfang Pharmaceutical
Group Co., Ltd* (RIF#ESEBR A R]) (“Tongfang
Pharmaceutical”) (the “Acquisition”). Pursuant to the
sale and purchase agreement, Kingwood conditionally
agreed to acquire, and the Vendors conditionally
agreed to sell, the aggregated 40% equity interest in
Tongfang Pharmaceutical, at a total consideration of
RMB200,000,000, of which (i) RMB100,000,000 would
be satisfied in cash and (i) RMB100,000,000 would
be satisfied by the issue of 243,863,777 consideration
shares by the Company to the Vendors at the issue
price of HK$0.5 per consideration share. The Acquisition
was completed on 3 May 2018 whereupon Tongfang
Pharmaceutical became an indirect wholly-owned
subsidiary of the Company. 243,863,777 consideration
shares were issued and the quoted share price of the
Company was HK$0.46 per share on the completion
date. Details of the transaction were set out in the
announcements of the Company dated 23 January 2018,
13 February 2018, 16 March 2018 and 3 May 2018, and
the circular of the Company dated 27 February 2018.

On 23 January 2018, the Company and THTF Energy-
Saving Holdings Limited (the “Subscriber”) entered into a
subscription agreement pursuant to which the Subscriber
conditionally agreed to subscribe and the Company
conditionally agreed to allot and issue 400,000,000
shares of the Company a price of HK$0.5 per share (the
“Subscription Agreement”). Tongfang Financial Holdings
Co., Ltd.* (A7 Rz ORI AR A F) (“Tongfang
Financial”) is the non-controlling shareholder of Shenzhen
Waranty Asset Management Co., Ltd.* (ZJITEFEE
EEIEAR AR, which in turn indirectly owned 100%
equity interest in China Health Management Investment
Limited, the immediate parent of the Company. Both the
Subscriber and Tongfang Financial are wholly-owned
subsidiaries of Tsinghua Tongfang Co., Ltd.* (RIAF & A
B 2 R]). The subscription has been completed during the
six months ended 30 June 2018.
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24 MEH KRB Z2BE 24. EVENT AFTER THE END OF THE REPORTING

RZZE—AFENA+=H  KQGEE
Patrick John Wee Ewe Seng % 4 ([ PJW
% 4 ]) K Active Gains Universal Limited
([Active Gains ] * NEBKIB A F) 2 IE4E
BRE)EBREAN) (HBIREADA
EE BB E AR Y AR A KFester Global
Limited ([ Fester Global| © Z"A 512 &M E
NaE) (EAEE N)BHAEMSAR(TER
k1) - BEEREH RS A1469/2019
([REER]D) -

REARBEMLAMF 2385 K Fester
Global 18 ¥ Fester Global (fEAEB /) -~ &
NE(EEEFHERA) - Active Gains &2
Active Yield Investment Limited ( Bl g5 PJW
EEZHNEE  EABEH) RPIWEE
(EABEHREN)R-_Z—LFHANAH
AV BEBEHE(I RS HaE]) WETFKT
True Holdings ( [ True Cayman | ) & True
Yoga Holdings Limited 8 %& F %4 - & [
FRWENFESHRARGASEAE T
—t+EFRA+R - —E—+EFA-TAN
AT —+tFEtAZTN\HHNAERA
(R Z S DR HEE - REARE
FEE)ATZBEREAER

() ZfHEEE{E#%83,500,000% 7T ;

(i) 7 RA Active Gains & PJW 7t & LA R 2
7] & Fester Global & 5 z A %t True
Cayman K E /&2 7] ([ True Cayman
EE)REBEE-_ZE—tF+=A
=+ —HIEHRFEEEHRBFIRE
BIER &

(i) 7 RA Active Gains & PJW 7& & LA R 2
7] & Fester Global & % z= A &t True
Cayman £BIREBE_T—N\F+=
A=+—BERZZE—NLF+=ZA
=+ —BIEMBFEELNBTIRE
HABER - BRBZE MR
BEX S WMEAIER - Active Gainsiga
RETTIERSHEARE - LATAIFester Globalit!
ETrue CaymanZ & TR »

ARRBREESREMEREFOERER
B BERONBRTEEREAZBER - R
BARAREEENER - BARFAARA
ZEAIEXEEINRHI AT RE LS o

*EREE)

PERIOD

On 13 August 2019, the Company received a writ of summons (the
“Writ”) filed by Mr. Patrick John Wee Ewe Seng (“Mr. PJW”) and
Active Gains Universal Limited (“Active Gains”), a non-controlling
shareholder of a Group’s subsidiary, as the plaintiffs (collectively
as the “Plaintiffs”) against the Company and Fester Global Limited
(“Fester Global”), a wholly-owned subsidiary of the Company, as
the defendants under High Court Action No. 1469/2019 (the “Legal
Proceedings”) in the High Court of Hong Kong.

The Plaintiffs’ allegations in the Writ are related to the acquisition by
Fester Global of certain equity interest in TFKT True Holdings (“True
Cayman”) and True Yoga Holdings Limited pursuant to the sale and
purchase agreements dated 6 May 2017 made between Fester
Global (as purchaser), the Company (as purchaser’s guarantor),
Active Gains and Active Yield Investment Limited (being entities
controlled by Mr. PJW as vendors) and Mr. PJW (as vendors’
warrantor) (the “Transaction Agreement”). Details of the said
acquisition were disclosed in the announcements and circular of
the Company respectively dated 7 May 2017, 29 May 2017 and 28
July 2017 (collectively, the “Documents”). The Plaintiffs claim for,
among others, the following:

() payment of balance of the purchase price, being
US$3,500,000;

(i) a declaration that the profit guarantee given by Active Gains
and Mr. PJW in favour of the Company and Fester Global in
respect of True Cayman and its subsidiaries (the “True Cayman
Group”) for the financial year ended 31 December 2017 had
been met; and

(i) a declaration that the profit guarantee given by Active Gains
and Mr. PJW in favour of the Company and Fester Global in
respect of the True Cayman Group for the financial year ended
31 December 2018 and ending 31 December 2019 ceases to
have effect and that Active Gains be entitled to exercise the
put option so as to sell certain shareholding in True Cayman
to Fester Global according to the terms of the Transaction
Agreement as disclosed in the Documents.

The Company is currently seeking legal advice in relation to the
Legal Proceedings and intends to vigorously defend and reject the
Plaintiffs’ claims. Based on the opinion of the management of the
Company, the possibility of any significant economic outflow in
relation to the Legal Proceedings is remote.

* For identification purpose only
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TO THE BOARD OF DIRECTORS OF
TONGFANG KONTAFARMA HOLDINGS LIMITED
(Incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the condensed consolidated financial statements
of Tongfang Kontafarma Holdings Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on pages
5 to 47, which comprise the condensed consolidated statement of
financial position as of 30 June 2019 and the related condensed
consolidated statement of profit or loss and other comprehensive
income, statement of changes in equity and statement of cash flows
for the six-month period then ended, and certain explanatory notes.
The Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited require the preparation of a report on interim
financial information to be in compliance with the relevant provisions
thereof and Hong Kong Accounting Standard 34 “Interim Financial
Reporting” (“HKAS 34”) issued by the Hong Kong Institute of Certified
Public Accountants. The directors of the Company are responsible for
the preparation and presentation of these condensed consolidated
financial statements in accordance with HKAS 34. Our responsibility
is to express a conclusion on these condensed consolidated financial
statements based on our review, and to report our conclusion solely to
you, as a body, in accordance with our agreed terms of engagement,
and for no other purpose. We do not assume responsibility towards or
accept liability to any other person for the contents of this report.

SCOPE OF REVIEW

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

ERES 7R BEEUTEEBFEEE - 2 Based on our review, nothing has come to our attention that causes us
EEHEEPSR A BRERERENAEARE to believe that the condensed consolidated financial statements are not
RIBEB BT ERFEMFRR prepared, in all material respects, in accordance with HKAS 34.

EE e MERGT T Deloitte Touche Tohmatsu

HESEAN Certified Public Accountants

S Hong Kong

—E-hENAZTIA 29 August 2019
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For the six months ended 30 June 2019, Tongfang Kontafarma
Holdings Limited (the “Company”) and its subsidiaries (collectively
as the “Group”) was principally engaged in the (i) manufacturing and
sales of prescription drugs, including chemical drugs and prescribed
traditional Chinese medicines in the People’s Republic of China (“PRC”),
and laboratory related products; (i) operating of fitness centres and
provision of consultation services for fitness and health activities, and
operating of franchise business for royalty and service fee income;
and (i) manufacturing and sales of cement and clinker and trading of
cement with operations in Shandong province and Shanghai in the
PRC.

FINANCIAL RESULTS

The revenue of the Group for the six months ended 30 June 2019
was approximately HK$1,305.2 million (2018: HK$1,142.8 million),
representing an increase of 14.2% as compared to the previous period.
The profit for the six months ended 30 June 2019 of the Group was
HK$8.3 million (2018: HK$21.0 million). The basic loss per share
amounted to HK0.45 cent (2018: HK0.28 cent).

The Group recorded a decrease in net profit for the six months ended
30 June 2019 as compared to the net profit for the six months ended
30 June 2018. It was primarily attributable to the overall improvement in
business performance of various segments of the Group leading to the
increase in gross profit offset by the (i) impairment losses on property,
plant and equipment amounting to approximately HK$25.6 million; (i)
increase in distribution and selling expenses by approximately HK$39.8
million and (iii) increase in finance costs by approximately HK$45.9
million.

BUSINESS REVIEW

Medical, Pharmaceutical and Health Business

In the first half of 2019, the deepening reform of the medical system
went on across the pharmaceutical industry in the PRC, and the “4+7”
procurement policy with minimum procurement quantities was carried
out nationwide gradually. On the other hand, the PRC will intensify its
efforts to reorganise and define the value chain of the pharmaceutical
industry. It is expected that a verification work will be carried out over
the entire industry in the future. Various reform measures as currently
being implemented in the PRC will all be bound to have a profound
influence on the whole industry.
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BE BELEREREXEKE) Medical, Pharmaceutical and Health Business
(continued)
(A EEEFERAT([[F5EE]) 1. Tongfang Pharmaceutical Group Co., Ltd* (5 5 ZX £ EER
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22 7)) (“Tongfang Pharmaceutical”)

Tongfang Pharmaceutical is principally engaged in the production
and sales of chemical generic medicine with over 30,000 square
meters of drug production workshops in Yanging District, Beijing.
Its key products are prescription drugs and its therapeutic areas
mainly include drugs for local anesthesia and gynecological
purposes. For the six months ended 30 June 2019, the operating
revenue amounted to RMB137.8 million, representing a growth of
33.1% as compared to RMB103.5 million for the corresponding
period of 2018. Gross profit for the six months ended 30 June
2019 amounted to RMB124.3 million, representing a growth of
35.9% as compared to RMB91.5 million for the corresponding
period of 2018.

In the first half of 2019, Tongfang Pharmaceutical concentrated on
developing sales channels, and several newly developed areas and
target hospitals. The increase of target hospitals serves as a solid
foundation for sustainable and rapid future growth.

Shaanxi Unisplendour Life Care Pharmaceutical Co., Ltd.* (%

PILE K R B # 5 R 73 7)) (“Shaanxi Life Care”)

Shaanxi Life Care is principally engaged in business in the Chinese
medicine-related fields, including the planting, manufacturing and
distribution of Chinese medicines and operating a production
facility in Baoji, Shaanxi. For the six months ended 30 June 2019,
the operating revenue of Shaanxi Life Care amounted to RMB30.5
million, representing a decline of 2.9% as compared to RMB31.4
million for the corresponding period of 2018. Gross profit for the
six months ended 30 June 2019 amounted to RMB17.8 million,
representing a growth of 21.9% as compared to RMB14.6 million
for the corresponding period of 2018.

The current restrictions against use of proprietary Chinese
medicines in the domestic hospital market and the highly frequent
inspection over Chinese medicine factories by the drug regulatory
authorities may affect the growing pace of the Chinese medicine
sector in the future. Amid this situation, Shaanxi Life Care has
been actively seeking breakthroughs. Up to now, it has selected a
number of high-margin and specialty products, and will focus on
the development and promotion of these products in the future.
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BUSINESS REVIEW (conTinUED)

Medical, Pharmaceutical and Health Business
(continued)

3.

Chongqing Kangle Pharmaceutical Co., Ltd.* (EEFHHEE
R A 7)) (“Chongqing Kangle”)

Chongqging Kangle is principally engaged in the research and
development, production and sales of Active Pharmaceutical
Ingredients (“API”) and intermediate API in Chongging Changshou
Chemical Industrial Park. For the six months ended 30 June 2019,
the operating revenue of Chongging Kangle amounted to RMB37.7
million, representing a decrease of 8.5% as compared to RMB41.2
million for the corresponding period of 2018. Gross profit for the
six months ended 30 June 2019 amounted to RMB7.0 million,
representing a decrease of 15.7% as compared to RMB8.3 million
for the corresponding period of 2018.

The increasingly strengthening efforts in regulations and
requirements in domestic environmental protection will bring in
additional cost to the API field, which may lead to an increase
in the cost of existing products. On the other hand, the “4+7”
procurement policy with minimum procurement quantities in
pharmaceutical industry and the wide-range promotion of drug
consistency evaluation have also brought in significant opportunities
to the API field.

SPF (Beijing) Biotechnology Co., Ltd.* (Bf 845 (1t ;X ) £ Wi
ER 2 &) (“SPF”)

SPF is principally engaged in the sales of standardized laboratory
animals and animal indigenous raw materials. For the six months
ended 30 June 2019, the operating revenue of SPF amounted to
RMB33.0 million, representing a growth of 73.7% as compared to
RMB19.0 million for the corresponding period of 2018. Gross profit
for the six months ended 30 June 2019 amounted to RMB18.6
million, representing a growth of 66.1% as compared to RMB11.2
million for the corresponding period of 2018.

In the first half of 2019, the experimental animal field of SPF was
driven by the rapid growth of the downstream contract research
organization industry, resulting improved production volume and
sales volume.
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BUSINESS REVIEW (conTinUED)

Fitness Business

According to the latest report issued by International Health, Racquet
and Sportsclub Association, 22 million members in the Asia-Pacific
region are served at more than 25,000 health clubs. In total, this market
generates annual revenues of US$16.8 billion. It demonstrates that
fuelled by growing economies, the health club industry in the Asia-Pacific
is robust, with significant potential for continued growth. Nevertheless,
such growing opportunities come with challenges. High real estate
costs, rental availability, the need for professionalized services, and
increasing competition are some of the challenges health club operators
face in the Asia-Pacific market. However, a favorable economic outlook
along with increasing health awareness and demand for group exercise
and personalized training are all expected to drive industry growth.

Driven by the momentum of economic growth, the fitness market in the
Asia-Pacific region has shown steady growth with a positive outlook
going forward. Overall market penetration is on an upward trajectory,
reflecting an increasing awareness of health and club memberships.

The revenue of the Group’s fitness business for the six months ended
30 June 2019 was HK$159.4 million which includes a franchise income
of HK$27.2 million (2018: HK$218.0 million (including franchise income
of HK$29.8 million)). The profit for the six months ended 30 June 2019
of the Group was HK$25.6 million (2018: HK$23.1 million).

The Group operates 9 clubs in Singapore, with its 10th club due to
open in the first half of 2020, and 14 clubs in Taiwan. The Group has
about 110,000 members in Singapore and Taiwan, and is one of the
largest fitness and yoga lifestyle chains in Asia. It has received multiple
consecutive industry awards from various renowned health and lifestyle
magazines, recognising the Group’s first-class fitness and yoga studios
as well as classes.

The Group’s management underwent a change in May 2018, wherein
a new management team was brought to restructure and revitalise
the business. After an extensive search, the Group brought in a new
chief executive officer who has over 20 years’ experience in the fitness
industry. Business turnaround has been the main focus for the new
management team as the business had been underperforming in an
increasingly competitive market. One of the major changes has been
the change from selling prepaid memberships to monthly dues so as to
reduce the large upfront payment for members. This is in keeping with
what the other competitors were already doing. The new management
also introduced limits to the number of personal training sessions that
can be sold to members, with a greater focus on personal trainers
having their personal training clients utilising their sessions.

RN EREFEEERAF
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BUSINESS REVIEW (conTinUED)

Fitness Business (continued)

The Group’s fitness brand “True Fitness” needed an uplift, and a
new premium brand called “TFX” was introduced into the Singapore
market, bringing a new experience to the market with curated fitness
equipment and experiences using technology. The first TEX club was
opened in June 2019 in Funan, the newest shopping mall in the city
centre. TFX Funan is the first “big box” gym in Singapore to employ
MYZONE, a heart-rate wearable sensor technology, throughout the
club. The oldest club in Singapore at Pacific Plaza, which was a yoga
club branded “True Yoga”, has been renovated and rebranded as a
TFX club, introducing fitness to supplement its yoga offerings. The
Group’s newest club at Millenia Walk, which at 41,700 square feet is
also Singapore largest gym, will feature both a True Fitness and a TFX.

There also has been investments made for renovations to existing
clubs in Singapore and Taiwan, and for new equipment to be brought
in. The new management has cemented relationships with all of
the major equipment brands which will result in better pricing and
terms, including extended warranties for equipment. Management
is also keeping a close eye on fitness trends around the world, and
introducing trending and popular ones, such as high intensity interval
training and functional fitness. There will be continued investments
made for renovations and new equipment for existing clubs.

Taiwan’s newest club focuses on yoga and is branded “Yoga Edition”.
This new brand will allow the Group to mount an offensive into the
yoga market, which is one of the fastest growing markets in Taiwan.

With TFX and Yoga Edition as part of its offerings along with True
Fitness and True Yoga, the Group is able to offer differentiated
experiences at varying price points to its members. The various clubs
are sited in convenient, accessible locations. Feedback from members
has been very positive.
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BUSINESS REVIEW (conTinUED)

Cement Business

For the six months ended 30 June 2019, the Group’s revenue
from the cement business amounted to HK$868.7 million (2018:
HK$684.5 million), representing an increase of 26.9% as compared
to the corresponding period of the previous year. Such increase was
mainly attributable to the increase in the average selling prices and
sales volume of cement driven by the improvement of the relationship
of supply and demand due to the improved China cement demand
environment and the lower inventory because the supply-side
was subject to the off-peak production, production restriction for
environmental protection and other factors. For the six months ended
30 June 2019, the sales volume of the Group’s cement and clinker
was 1,739,000 tons (2018: 1,537,000 tons), representing an increase
of 13.1% as compared to the corresponding period of the previous
year.

Due to the impact of the rising price of bulk raw materials, equipment
replacement and maintenance, depreciation and other factors, the
cement production cost has increased significantly as compared
to the corresponding period of the previous year. However, the
improvement of the cement market environment has led to a large
increase in the overall price of cement.

The Group adheres to the innovation in management and operation,
focusing on the development of recycling economy. In the future, the
Group will continue to promote dual-system online operation, improve
the construction of green mines, do an annual certification of the
energy management system, carry on the comprehensive utilization
project of industrial waste residue, and unswervingly implement the
governance philosophy of “safety, environmental protection, high
efficiency, low consumption and harmony”.
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FINANCIAL REVIEW
Liquidity and Financing

The Group’s capital expenditure, daily operations and investments
during the six months ended 30 June 2019 were mainly funded by cash
generated from its operations and loans from principal bankers and
third parties.

As at 30 June 2019, the Group maintained bank balances and cash
reserves of approximately HK$186.2 million (31 December 2018:
HK$151.8 million), including cash and cash equivalents of approximately
HK$121.8 million, time deposits of approximately HK$19.4 million and
pledged bank deposits of approximately HK$45.0 million (31 December
2018: cash and cash equivalents of approximately HK$90.4 million,
time deposits of approximately HK$10.9 million and pledged bank
deposits of approximately HK$50.5 million).

As at 30 June 2019, the Group had outstanding borrowings of
approximately HK$518.4 million repayable within one year (31
December 2018: HK$548.9 million) and no outstanding borrowings
repayable after one year (31 December 2018: HK$0.1 million). The
Group’s outstanding borrowings were denominated in Hong Kong
dollars (“HK$”) and Renminbi (“RMB”) as to 73.3% and 26.7%,
respectively. Around 94.1% of the Group’s outstanding borrowings
were charged with interest at fixed rates while the remaining were at
floating rates.

The gearing ratio (total borrowings over total assets) of the Group as at
30 June 2019 was as follows:

R-ZZE—N&F RZE—NF
RA=+tH +=-A=1—H
At 30 June At 31 December

2019 2018
REX KEZ
Unaudited Audited
FHET FAT
HK$’000 HK$'000
518,354 548,992
3,884,623 3,342,464
13.3% 16.4%
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FINANCIAL REVIEW (conTINUED)

Liquidity and Financing (continued)

As at 30 June 2019, a balance amounting to HK$90.1 million (31
December 2018: HK$127.7 million) were included in the amounts due
from other related parties, which represent the provision of entrusted
loans through a bank to Shanghai Building Material (Group) Company
Limited* (/8 2HM (£E ) B BR 2 7)) (‘Shanghai Building Material”) and
the related interest receivable. Details of the transactions were set out in
the announcement of the Company dated 24 April 2018.

Financial Management and Policy

The Group’s financial policy aims at minimising the Group’s financial risk
exposure. Our policy is not to engage in speculative derivative financial
transactions and not to invest the liquid capital in financial products with
significant risk.

Risk of Foreign Exchange Fluctuation

The Group’s operations are mainly located in the PRC and Singapore
and most of its transactions, related working capital and borrowings
are denominated in RMB, Singapore dollars, United States dollars
(“US$”) and HKS$. The Group closely monitors such foreign exchange
exposure and will consider hedging significant currency exposure
if necessary. However, since the Group’s consolidated financial
statements are presented in HK$ which is different from its functional
currency, the Group would inevitably face foreign exchange exposure,
whether positive or negative, arising from translating the accounts to its
presentation currency.
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FINANCIAL REVIEW (conTINUED)

Pledge of Assets

Details regarding the pledge of assets are set out in note 20 to the
condensed consolidated financial statements on page 41.

Material Capital Commitments and Investments

As announced by the Company on 15 February 2012, Shanghai Allied
Cement Co., Ltd (“Shanghai SAC”) entered into the { B R Z & [ H 8
W IH B | & {E W # ) (Bailonggang Project Construction Cooperation
Agreement®) and the ( B R & 2 & & 2 A (/)R B ) 1% & ) (Principle
Agreement for the Establishment of the Joint Venture Company*) on
18 February 2012 with Shanghai Building Material, a state-owned
enterprise, for the purpose of setting up a joint venture company
(the “JV Company”) to operate and manage the development of new
cement production facilities at Bailonggang, Pudong, Shanghai (the
“Bailonggang Project”) after the relevant government approvals for the
Bailonggang Project being obtained. The setting up of the JV Company
constituted a very substantial acquisition of the Company under Chapter
14 of the Listing Rules. The 50% share of registered capital of the JV
Company amounting to RMB400.0 million (equivalent to approximately
HK$456.0 million (31 December 2018: HK$456.0 million)) would be
contributed and funded by internal resources of the Group. Details of
the transaction were set out in the announcements of the Company
dated 15 February 2012 and 30 January 2014, respectively and the
circular of the Company dated 16 March 2012.
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FINANCIAL REVIEW (conTINUED)

Material Capital Commitments and Investments
(continued)

As announced by the Company on 3 October 2012, Shanghai SAC
entered into three purchase agreements on 28 September 2012 for
the purchases of certain equipment and machineries at the aggregate
consideration of RMB380.0 million (equivalent to approximately
HK$433.2 million (31 December 2018: HK$433.2 million)), for future
use in the Bailonggang Project. The Company does not intend to retain
such equipment and machineries for its own use. On 23 April 2019,
Shanghai SAC has agreed to cancel one of the purchase agreements
with a consideration of RMB235.0 million (equivalent to approximately
HK$267.9 million) with the seller and the respective first payment of
RMB44.7 million (equivalent to HK$50.9 million) has been refunded.
As at 30 June 2019, Shanghai SAC has made the respective first
payments of the remaining two purchase agreements amounting to
RMB23.6 million (equivalent to approximately HK$26.9 million). Details
of the transaction were set out in the announcement and circular of
the Company dated 3 October 2012, 15 November 2012 and 24 April
2019, respectively.

Event after the End of the Reporting Period

Details regarding the event after the end of the reporting period are set
out in note 24 to the condensed consolidated financial statements on
page 47.

EMPLOYEES

As at 30 June 2019, the Group had 1,449 (31 December 2018:
1,627) employees. The Group maintains a policy of paying competitive
remuneration packages and employees are also rewarded salary and
bonus on a performance related basis. In addition, share options and
awarded shares may be granted to eligible employees pursuant to
the terms of the share option scheme and the Share Award Scheme,
respectively. The purposes of the schemes are to provide incentives to
the selected employees to contribute to the Group, to enable the Group
to recruit and retain high-calibre employees, and attract and retain
human resources that are valuable to the Group.
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OUTLOOK

Medical, Pharmaceutical and Health Business

Year 2019 and the foreseeable future represent a very critical period
for Tongfang Pharmaceutical and its subsidiaries (the “Tongfang
Pharmaceutical Group”) and the entire pharmaceutical industry. The
kind of changes that eventually take shape in the industry is not easily
predictable. Tongfang Pharmaceutical Group’s current strategy is to
make quick adjustment according to the changes in the situation, to
seize the opportunity to the greatest extent, to reduce the risks, and
to move forward steadily so as to minimise the adverse effects while
maximising the benefits.

Fitness Business

Singapore’s strategic location on major sea lanes and its industrious
population have given the country an economic importance in
Southeast Asia disproportionate to its small size. It has been the center
of world-class financial, business and transport service sectors and is
equipped with modern and highly efficient infrastructure. The country
has achieved a per-capita gross domestic product level comparable
to levels of developed western countries, and its people enjoy one
of the world’s highest standards of consumer spending growing at
a compound annual growth rate of 5.5%; prevalence of high obesity
rates in white collar labour population affects modern lifestyle trends,
including increasing sophistication in the health and fitness sector.

Activity and wellness are high on the government’s social agenda. With
growing affluence, expenditure on fitness, health and wellness has been
on the rise, and it is expected to continue to go up. There is prospect of
further growth in the fitness industry.

According to the statistics of the Ministry of Finance of Taiwan, the
sports services entities in the Taiwan market increased from 1,462
in 2013 to 2,040 in 2017. The turnover of the overall sports services
industry increased to NT$126.22 billion. The expenditure in sports
venues is an important option for public to participate in sports. The
number of sports venues was 1,230 in 2014 and increased to 1,564
in 2017, and the overall revenue of sports venues even increased
to NT$20.9 billion. Among the breakdown of the sports venues, the
number of fitness centers has increased from 149 in 2013 to 369 in
2017. According to the statistics for 2018, there are about 500 fitness
centers, representing an increasing trend year by year (based on 2018
Taiwan Trend Research Report). Due to the quantification of data, the
integration of real and virtual technology, gamification and community
management, the promotion of video and audio of sports teaching
films, and even the integration of home fitness, corporate fitness, silver-
haired race fitness and sports nutrition in the market, different operators
emerges, showing a rather hot market development. The growth of the
fitness market for female consumers shows a more obvious trend of
year-on-year growth in the overall market. Taiwan’s fitness business is
expected to continue to grow.
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OUTLOOK (conTINUED)

Cement Business

In the first half of 2019, the cement-related demand environment
demonstrated significant improvement due to continuous rapid
growth in the real estate investment and the strengthening of points
of weakness in the infrastructure. It is expected that the real estate
investment will experience a slowdown during the second half of
2019, while the investment in infrastructure projects is expected
to accelerate, which indicates that the total demand of the cement
market will be in a steady phase. With respect to the future policy,
“reduction and replacement” and “off-peak production” will be strictly
implemented with an aim to further optimize the market structure.

In the future, the cement industry will certainly head into a stage
of high-quality development. The Company will continue to strictly
implement capacity replacement, eliminate outdated production
lines and put extra efforts in business integration. Small and medium
enterprises will definitely experience a certain degree of pressure
regarding technology innovation, promotion of green and smart plant
construction as well as collaborative treatment of household waste,
industrial residue and hazardous waste by using cement kilns, etc.
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INTERIM DIVIDEND

The board of directors (the “Board”) of Tongfang Kontafarma Holdings
Limited (the “Company”, together with its subsidiaries, the “Group”)
considers that it is prudent to retain an appropriate level of funds to
take advantage of business opportunities as and when they arise, and
therefore does not recommend to declare an interim dividend for the six
months ended 30 June 2019 (the “Period”) (2018: Nil).

SHARE OPTION SCHEME

The share option scheme of the Company (the “Share Option Scheme”)
was adopted on 28 April 2011. It shall be valid and effective for a period
of ten years commencing from 18 January 2012 and will expire on 17
January 2022. On 22 July 2016, the Board has resolved to grant to
certain eligible participants (the “Grantees”), subject to acceptance by
such Grantees, a total of 148,500,000 share options to subscribe for a
total number of 148,500,000 ordinary shares of HK$0.002 each of the
Company (the “Shares”) in the share capital of the Company under the
Share Option Scheme. The details of the movements of the Company’s
share options under the Share Option Scheme during the Period are as

2 BBEIEWT : follows:
BREHE
Number of share options
BERN
RHATRTE RZB-AF  REBER  REEER REEER  REEER R-E2-0E
BRTEE  Closing price -A-H Bl iy B %%  AB=tA
BHEH(HEHEH]) Exercise immediately BEAE Asat Granted  Exercised  Cancelled Lapsed Asat
ARA Date of grant price beforethe  {TAEHIR Vesting 1 January during during during during 30 June
Grantees (the “Grant Date”) perShare  GrantDate  Exercise period period 2019  thePeriod  the Period  the Period  the Period 2019
rRRES((EF)R  ZZ-~"FtA=fZR 068 0.67 ZE-RELAZTZRE (M) 15,000,000 - - - - 15000000
SRIBAR 22 July 2016 (Note 1)
Directors (the “Director(s)’) (Bi&E1)
and chief executive of 22 July 2016 to
the Company 21 July 2020 (Note 1)
EfhEE “Z-RNELAZTZH 068 067 ZE-R"EEACTZAE (W) 81,300,000 - - - (5,000,000 76,300,000
Other employees 22 July 2016 “E-TELA-+-A (Noted)
(BizE1)
22 July 2016 to
21 July 2020 (Note 1)
“Z-RNELAZTZH 068 067 “F-t5tA-tzRE (W2 14,700,000 - - - (7,600,0000 7,100,000
22 July 2016 ZEZ-FHAZT-H (Note?)
(Bfsx2)
22 July 2017 to
21 July 2021 (Note 2)
2% 111,000,000 - - - (12,600,000 98,400,000
Total
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SHARE OPTION SCHEME conTiNUED)

Notes:

1)

Share options are valid from 22 July 2016 to 21 July 2020 and vested in four
tranches in accordance with the following vesting dates:

(i)

(v)

25% of the share options so granted to the Grantees vested on the Grant
Date and are exercisable from 22 July 2016 to 21 July 2020;

25% of the share options so granted to the Grantees vested on the 1st
anniversary of the Grant Date and are exercisable from 22 July 2017 to 21
July 2020;

25% of the share options so granted to the Grantees vested on the 2nd
anniversary of the Grant Date and are exercisable from 22 July 2018 to 21
July 2020; and

25% of the share options so granted to the Grantees vested on the 3rd
anniversary of the Grant Date and are exercisable from 22 July 2019 to 21
July 2020.

Share options are valid from 22 July 2016 to 21 July 2021 and vested in four
tranches in accordance with the following vesting dates:

(i

(i

(V)

25% of the share options so granted to the Grantees vested on the 1st
anniversary of the Grant Date and are exercisable from 22 July 2017 to 21
July 2021;

25% of the share options so granted to the Grantees vested on the 2nd
anniversary of the Grant Date and are exercisable from 22 July 2018 to 21
July 2021;

25% of the share options so granted to the Grantees vested on the 3rd
anniversary of the Grant Date and are exercisable from 22 July 2019 to 21
July 2021; and

25% of the share options so granted to the Grantees shall become vested
on the 4th anniversary of the Grant Date and shall be exercisable from 22
July 2020 to 21 July 2021.
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY AND ITS
ASSOCIATED CORPORATIONS

As at 30 June 2019, the interests and short positions of the Directors
and chief executive of the Company in the Shares, underlying shares
or debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the Securities and Futures Ordinance,
Chapter 571 of the Laws of Hong Kong (the “SFO”)) as recorded in
the register required to be kept under section 352 of the SFO, or as
otherwise notified to the Company and The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”) pursuant to the Model Code
for Securities Transactions by Directors of Listed Issuers (the “Model
Code”) as set out in Appendix 10 to the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”) were as follows:

(a) Interests in the Company

The table below sets out the aggregate long positions in the Shares
and underlying shares of the Directors as at 30 June 2019.

B2 H BRERE
Number of Shares (Hi2) BOBRES
BARER ARER Number of Approximate
gEns Personal Corporate  share options @3 percentage of
Name of Directors interests interests (Note 2) Total  shareholdings
L - 3,172,778,000 - 8,172,778,000 56.77%
Huang Yu (FIzE1)
(Note 1)
X - - 12,000,000 12,000,000 0.21%
Jiang Chaowen
[N - - 1,000,000 1,000,000 0.02%
Chan Sze Chung
SR - - 1,000,000 1,000,000 0.02%
Zhang Ruibin
RIEE - - 1,000,000 1,000,000 0.02%

Zhang Junxi Jack
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(b) RBEEE 2 s

DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY AND ITS
ASSOCIATED CORPORATIONS conTiNUED)

(a) Interests in the Company (continued)
Notes:

(1) As at 30 June 2019, Mr. Huang Yu owned 99% interests in the registered
capital of Shenzhen Aorongxin Investment Development Co., Ltd.* (&
YR EIREZER AR AR (“Shenzhen Aorongxin”) and Shenzhen
Aorongxin owned 52% interests in the registered capital of Shenzhen
Waranty Asset Management Co., Ltd.* (YT ERMEEEEIE AR A7)
(“Shenzhen Waranty”). Shenzhen Waranty, through its subsidiary, namely
Waranty Assets Management (HK) Limited (“Waranty Hong Kong”), owned
100% interests in the issued share capital of China Health Management
Investment Limited (“China Health”). Since China Health is the beneficial
owner of 3,172,778,000 Shares, Mr. Huang Yu was deemed interested in
the Shares held by China Health.

(2) Please refer to the Company’s announcement dated 22 July 2016 and the
section of “Share Option Scheme” of this report for further details.

(b) Interest in associated corporation

{hAEE L E RS
BHABES
Approximate
percentage of
interest in the

EENSR EEEEAR 514 associated
Name of Director Name of associated corporation Capacity corporation
=Al RYREE BB A 99%
Huang Yu Shenzhen Aorongxin Beneficial owner

GEE

MZZ—NERNB=18 @6kt mazEYIEE
EAME A% 2 s - MRIIRBEHA FIIEE
BRI E A52% 2 fE ek o IRYIIZE G R B B E S
ANEIERFEBEAPEEED EITRA100% .2
i o PRIEEEEIFHS,172,778,0000%8% 15 ©

R EXPEEEIN  R-FE—AFRA=T
B ARREZEXERTBABXFEFEEZ
e ABLENARE R EABEE(E R R E
7 KB IRGIEXVER) Z By - HERER Y K&
FHRHEEEACRENARBAREESLPE
{GPIE 35215 EF 2 BRMA - RRIFZAEST
QB G ARDF MR TR R ©

Note:

As at 30 June 2019, Mr. Huang Yu owned 99% interests in the registered
capital of Shenzhen Aorongxin and Shenzhen Aorongxin owned 52% interests
in the registered capital of Shenzhen Waranty. Shenzhen Waranty, through its
subsidiary, Waranty Hong Kong, owned 100% interests in the issued share
capital of China Health. China Health directly held 3,172,778,000 Shares.

Save as disclosed above, as at 30 June 2019, none of the Directors
nor the chief executive of the Company nor their respective associate(s)
had any interests or short positions in the Shares, underlying shares
and debentures of the Company and its associated corporations (within
the meaning of Part XV of the SFO), which were recorded in the register
maintained by the Company pursuant to section 352 of the SFO or as
otherwise notified to the Company and the Stock Exchange pursuant to
the Model Code.
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SUBSTANTIAL SHAREHOLDERS’ AND
OTHER PERSONS’

INTERESTS AND

SHORT POSITIONS IN SHARES

At 30 June 2019, so far as it was known by or otherwise notified to
any Directors or the chief executive of the Company, the following
shareholders of the Company (the “Shareholders”) (other than a Director
or the chief executive of the Company) had 5% or more interests in the
Shares or underlying shares as recorded in the register required to be

SUA RS kept under section 336 of the SFO:
HE
Long positions
BARET DL
Approximate
BAEE percentage
IR EB g4 Number of of interest in
Name of Shareholders Capacity Shares shareholding
aileilieded BEHEAA 38,172,778,000 56.77%
China Health Beneficial owner (M)
(Note 1)
EFREE SAEHEE R 3,172,778,000 56.77%
Waranty Hong Kong Interest of a controlled corporation (Bf&¥2)
(Note 2)
YRR R EhEE RS 3,172,778,000 56.77%
Shenzhen Waranty Interest of a controlled corporation (MI7E3)
(Note 3)
A7 & wiER ORI AR A A RS AR ER 3,172,778,000 56.77%
(TAFEE] Interest of a controlled corporation (MtsT4)
Tongfang Financial Holdings Co., Ltd* (Note 4)
(“Tongfang Financial”)
TBER T ERAERBR A E BEHEAA 513,994,000 9.20%
(BERFERRE]) Beneficial owner (Kt5E5)
THTF Energy-Saving Holdings Limited (Note 5)
(“THTF Energy-Saving”)
Resuccess Investments Limited RESEEE R 513,994,000 9.20%
(IResuccess) Interest of a controlled corporation (FffzE6)
Resuccess Investments Limited (Note 6)
(“Resuccess”)
R AR AR (RG] RESEEE R 3,686,772,000 65.97%
Tsinghua Tongfang Co., Ltd.* Interest of controlled corporations (MI3E7)
(“Tsinghua Tongfang”) (Note 7)
AR EE Rt AR ER 3,172,778,000 56.77%
Shenzhen Aorongxin Interest of a controlled corporation (Fff5%8)
(Note 8)
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SUBSTANTIAL SHAREHOLDERS’ AND
OTHER PERSONS’ INTERESTS AND
SHORT POSITIONS IN SHARES (conTinuED)

Notes:

1. The figure refers to the legal and beneficial interest of China Health in
3,172,778,000 Shares, 3,165,974,000 Shares of which are pledged to Sun
Hung Kai Structured Finance Limited (“SHK Finance”). Under the SFO, the
holding companies of SHK Finance are also deemed to be interested in these
3,165,974,000 Shares.

2. Waranty Hong Kong owned 100% interests in the issued share capital of China
Health and was therefore deemed to have an interest in the Shares in which
China Health was interested. The figure refers to the same interests of China
Health in the Shares under the SFO.

3. Shenzhen Waranty, through its subsidiary, namely Waranty Hong Kong, owned
100% interests in the issued share capital of China Health and was therefore
deemed to have an interest in the Shares in which China Health was interested. The
figure refers to the same interests of China Health in the Shares under the SFO.

4.  Tongfang Financial owned 48% interests in the registered capital of Shenzhen
Waranty and was therefore deemed to have an interest in the Shares in which
Shenzhen Waranty was interested. The figure refers to the same interests of
China Health in the Shares under the SFO.

5. The figure refers to the legal and beneficial interest of THTF Energy-Saving in
513,994,000 Shares.

6. Resuccess owned 100% interests in the issued share capital of THTF
Energy-Saving and was therefore deemed to have an interest in the Shares
in which THTF Energy-Saving was interested. The figure refers to the same
interests of THTF Energy-Saving in the Shares under the SFO.

7. Tsinghua Tongfang owned 100% interests in the registered capital of Tongfang
Financial and Resuccess and was therefore deemed to have an interest in the
Shares in which Tongfang Financial and Resuccess were interested.

8. Shenzhen Aorongxin owned 52% interests in the registered capital of Shenzhen
Waranty and was therefore deemed to have an interest in the Shares in which
Shenzhen Waranty was interested. The figure refers to the same interests of
China Health in the Shares under the SFO.

Save as disclosed above, as at 30 June 2019, the Company had not
been notified by any person (other than a Director or chief executive of
the Company or their respective associate(s)) of any interest and short
position in the Shares and underlying shares which were required to be
recorded in the register required to be kept under section 336 of the
SFO.

CORPORATE GOVERNANCE CODE

Save as disclosed below, the Company has applied the principles of,
and complied with, all the applicable code provisions of the Corporate
Governance Code as set out in Appendix 14 to the Listing Rules during
the six months ended 30 June 2019:

Code Provision E.1.2 stipulated that the chairman of the board should
attend the annual general meeting. He should also invite the chairmen
of the audit, remuneration, nomination and any other committees
(as appropriate) to attend. Due to other pre-arranged business
commitments, the chairman of the Board was not able to attend the
annual general meeting of the Company on 11 June 2019.
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CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS AND RELEVANT EMPLOYEES

The Company has adopted the Model Code as its code of conduct
regarding securities transactions by the Directors. All Directors have
confirmed, following a specific enquiry made by the Company, that they
had complied with the required standard as set out in the Model Code
during the period under review.

Relevant employees who, because of their office in the Company, are
likely to be in possession of inside information have been requested to
comply with the provisions of the Model Code.

CHANGE IN DIRECTOR’S INFORMATION

The following is the change in the information of Director since the date
of the 2018 annual report of the Company and up to the date of this
report, which is required to be disclosed pursuant to Rule 13.51B(1) of
the Listing Rules:

With effect from 26 July 2019, Mr. Chan Sze Chung was appointed
as an independent non-executive director of Da Yu Financial Holdings
Limited (stock code: 1073), the issued shares of which are listed on the
Stock Exchange.

AUDIT COMMITTEE REVIEW

The audit committee of the Company (the “Audit Committee”) together
with the Company’s management team have reviewed the accounting
principles and practices adopted by the Group and discussed internal
controls and financial reporting matters including a general review
of the unaudited interim financial report for the six months ended
30 June 2019. In carrying out this review, the Audit Committee has
relied on a review conducted by the Group’s external auditors in
accordance with Hong Kong Standard on Review Engagements 2410
“Review of Interim Financial Information Performed by the Independent
Auditor of the Entity” issued by the Hong Kong Institute of Certified
Public Accountants as well as reports obtained from the Company’s
management. The Audit Committee has not undertaken detailed
independent audit checks.

PURCHASE, SALE OR REDEMPTION OF
SHARES

During the six months ended 30 June 2019, neither the Company nor
any of its subsidiaries had purchased, sold or redeemed any of the
Shares.

On behalf of the Board
Huang Yu

Chairman

Hong Kong, 29 August 2019

*  For identification purposes only
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