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REPORT ON REVIEW OF CONDENSED CONSOLIDATED

Deloitte

TO THE BOARD OF DIRECTORS OF
CHINA BAOFENG (INTERNATIONAL) LIMITED
(Incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the condensed consolidated financial statements
of China Baofeng (International) Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on pages
4 to 37, which comprise the condensed consolidated statement of
financial position as of 30 June 2018 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 months 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.

CONCLUSION

Based on our review, nothing has come to our attention that causes
us to believe that the condensed consolidated financial statements are
not prepared, in all material aspects, in accordance with HKAS 34.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

17 August 2018
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS

AND OTHER COMPREHENSIVE INCOME

ERmSER R EtE2EKER

For the six months ended 30 June 2018
HEe—_Z—-N\FXA=Z+HIAHEA

Revenue
Cost of sales

Gross profit

Other income

Selling expenses

Administrative and other expenses
Finance costs

Profit before taxation
Taxation

Profit for the period

Other comprehensive (expense)
income for the period
Item that may be reclassified
subsequently to profit or loss:
Exchange differences arising on
translation of foreign operations

Total comprehensive income
for the period

Earnings per share — Basic

E7

Hp i A
HERX
TR M AR
MHER
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China Baofeng (International) Limited ~ P EEL (B AR AR

Six months ended 30 June
BZEAHAB=1THIEAEA
2018 2017
—B-N\F —F—tF

HK$'000 HK$'000
FTAET FHAT
(Unaudited) (Unaudited)
(RRER) (REEEZ)

559,464 444,151
(219,008) (204,956)
340,456 239,195
21,660 19,144
(12,580) (11,854)
(37,606) (31,529)

(4,919) (4,572)
307,011 210,384
(4,454) (7,452)
302,557 202,932
(24,784) 20,266
277,773 223,198

53.30 HK cents 35.75 HK cents
53.305&1l 35.75%l




CONDENSED CONSOLIDATED STATEMENT OF

Non-current assets

Property, plant and equipment

Prepaid rental expenses for
photovoltaic facilities

Deposits paid for acquisition of
property, plant and equipment

Rental deposit

Deferred tax asset

Intangible asset

Current assets

Inventories

Trade and other receivables

Contract assets

Prepaid rental expenses for
photovoltaic facilities

Pledged bank deposits

Bank balances and cash

Current liabilities
Trade and other payables
Provision
Tax payable
Bank borrowings

Net current assets
Total assets less current liabilities

Non-current liability
Deferred tax liability

Net assets

Capital and reserves
Share capital
Reserves

Total equity
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POSITION

B4R S MR R &

At 30 June 2018

R=ZZE—NFA=1H
At At
30 June 31 December
2018 2017
R-ZE—N\E
NA=1+H
HK$'000
FET
Notes (Unaudited) (Audited)
B =E (REEZ) (&%)
10 291,900 253,407
11 - 45,181
20,000 -
2,013 2,013
883 720
515 562
315,311 301,883
12 23,018 16,433
13 148,659 855,040
14 965,548 -
11 89,031 107,018
7,738 126,747
66,234 60,661
1,300,228 1,165,899
15 98,895 205,022
16 13,248 10,503
3,858 4,979
17 250,000 275,500
366,001 496,004
934,227 669,895
1,249,538 971,778
37 50
1,249,501 971,728
18 5,677 5,677
1,243,824 966,051
1,249,501 971,728
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
BEZENCE 35BS

For the six months ended 30 June 2018
HEe—_Z—-N\FXA=Z+HIAHEA

At 1 January 2018 (audited)

R=E-\¥-A-AH

Share
capital

Bx
HK$'000
TR

Share
premium

B aE
HK$000
TET

Special
reserve

1l e
HK$'000
7
(Note a)
(Mi3ta)

Statutory
surplus
reserve

EEER
1
HK$'000
TATL
(Note b)
(Mf&tb)

Translation
reserve

B
HK$000
TET

Retained
profits

R
HK$'000
AL

Total

fast
HK$'000
TR

(8&7) 5677 289,547 (1) 68226 40226 568,053 971,728
Profit for the period iy - - - - - 302,557 302,557
Exchange differences arising on BERNERELER
translation of foreign operations - - - - (24,784) - (24,784)
Total comprehensive (expense) BrzE(AZ) hEe8
income for the period - - - - (24,784) 302,557 271,773
Transfer B - - - 33,675 - (33,679 -
At 30 June 2018 (unaudited) R-E-NERA=tH
(REER) 5,677 289,547 (1) 101,901 15,442 836,935 1,249,501
At 1 January 2017 (audited) RZE—+f-A-H
(EFER) 5,677 289,547 M 16,949 (28,043) 172,228 456,357
Profit for the period iy - - - - - 202,932 202,932
Exchange differences arising on BRERNERERER
translation of foreign operations - - - - 20,266 - 20,266
Total comprehensive income for Mn2ENEEE
the period - - - - 20,266 202,932 223,198
Transfer & - - - 22,222 - (22222 =
At 30 June 2017 (unaudited) RZE—t5XA=1H
(REER) 5,677 289,547 M 39,171 (7.777) 352,938 679,555
Notes: iz -
a.  Special reserve represents the reserve arising from group reorganisation a. BERIFEER T - —FHTEEEHEEL
in2012. ZEE
b.  Inaccordance with relevant laws and regulations for foreign investment  b. (kT EARLMB([TE ) INEIREDE

MEEEER - DRI E QR A/ RER
A BRI CENEB S RAN( PR
R DM B R ERBAEET BIHRER P |
EHRRTBRRN 2 10%E B RETERREE -

enterprises in the People’s Republic of China (the “PRC"), the PRC
subsidiaries are required to transfer 10% of their profit after taxation
reported in their statutory financial statements prepared under relevant
accounting principles and financial regulations applicable to enterprises
established in the PRC (the “PRC GAAP") to the statutory surplus
reserve.

6 China Baofeng (International) Limited ~ P EEL (B AR AR



CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
AR ESRERER

For the six months ended 30 June 2018
BHE-_Z-— NG NA=tHLAEA

Six months ended 30 June

BEAA=tHLAEA

2018 2017
—E-N\F —F—tF
HK$’000 HK$'000
FET FHET
(Unaudited) (Unaudited)
(REEFR) (RE&EZ)
Net cash from (used in) operating activities B& XS (FTA)REFE 70,491 (153,232)
Investing activities RETE
Withdrawal of pledged bank deposits EREERRITER 121,851 =
Interest received B U F 8 940 358
Purchase of property, plant and equipment BEWE  BERKE (136,967) (30,721)
Deposits paid for acquisition of property, YW EME  BE MRE
plant and equipment M (20,000) -
Placement of pledged bank deposits GFEDHERRITER - (22,989)
Repayment from a photovoltaic facilities B REEHER 2 ER
provider - 45,977
Net cash used in investing activities RETBHABRESFE (34,176) (7,375)
Financing activities mMEEE
Repayment of bank borrowings EERITEE (25,500) -
Interest paid BRFLE (4,919) (4,572)
New bank borrowings raised FTIIRITIEE = 19,500
Net cash (used in) from financing activities & E8 (FFH)MERL T (30,419) 14,928
Net increase (decrease) in cash and cash HERBSEEYIEMCORED)
equivalents B 5,896 (145,679)
Cash and cash equivalents at beginning REBAZHERRESEEY
of the period 60,661 316,345
Effect of foreign exchange rate changes EXSETE (323) 6,591
Cash and cash equivalents at the end of RERZHERBESEEY
the period, represented by bank - EBRITESRRERES
balances and cash 66,234 177,257

T )\FHhHRE
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8

NOTES TO THE CONDENSED CONSOLIDATED

FINANCIAL STATEMENTS
BRAGRE M BRR M

For the six months ended 30 June 2018
HE—ZT—-N\FA=1THILAEA

GENERAL AND BASIS OF PREPARATION

China Baofeng (International) Limited (the “Company”) was
incorporated in the Cayman Islands and its shares were listed on
the Main Board of The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”). The addresses of the registered office
and principal place of business of the Company are Cricket
Square, Hutchins Drive, P.O. Box 2681, Grand Cayman, KY1-
1111, Cayman Islands and Suites 1301-1304, 13/F, Two Pacific
Place, 88 Queensway, Admiralty, Hong Kong, respectively.

The Company is an investment holding company. The principal
activities of the Company and its subsidiaries (the “Group”) are
photovoltaic power generation and design and supply chain of
lightings and home furnishing products.

The condensed consolidated financial statements are presented
in Hong Kong dollars (“HK$"), which is different from the
functional currency of the Company, United States dollars
("US$"). The directors of the Company consider that HK$ is
more appropriate as the Company’s shares are listed in Hong
Kong.

The condensed consolidated financial statements have been
prepared in accordance with Hong Kong Accounting Standard
34 "Interim Financial Reporting” issued by Hong Kong Institute
of Certified Public Accountants (the “"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 “Listing Rules”). The condensed
consolidated financial statements do not include all the
information required for a complete set of Hong Kong Financial
Reporting Standards financial statements and should be read
in conjunction with the Group’s annual consolidated financial
statements as at 31 December 2017.

PRINCIPAL ACCOUNTING POLICIES
The condensed consolidated financial statements have been
prepared on the historical cost basis.

Other than changes in accounting policies resulting from
application of new and amendments to 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 2018 are
the same as those followed in the preparation of the Group’s
annual financial statements for the year ended 31 December
2017.

China Baofeng (International) Limited ~ B L (BER) AR AR
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PRINCIPAL ACCOUNTING POLICIES (Continued)
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 mandatorily effective for the annual
period beginning on or after 1 January 2018 for the preparation
of the Group’s condensed consolidated financial statements:

HKFRS 9 Financial Instruments

HKFRS 15 Revenue from Contracts with
Customers and the related
Amendments

HK(IFRIC) — Int 22 Foreign Currency Transactions and

Advance Consideration

Amendments to HKFRS 2 Classification and Measurement
of Share-based Payment
Transactions

Amendments to HKFRS 4 Applying HKFRS 9 “Financial
Instruments” with HKFRS 4
“Insurance Contracts”

Amendments to Hong Kong  As part of the Annual
Accounting Standards Improvements to HKFRSs
("HKASs") 28 2014 - 2016 Cycle

Amendments to HKAS 40 Transfers of Investment Property

The new and amendments to HKFRSs have been applied
in accordance with the relevant transition provisions in the
respective standards and amendments which result in changes
in accounting policies, amounts reported and/or disclosures as
described below.

(a) Impacts and changes in accounting policies upon

application of HKFRS 15 “Revenue from Contracts
with Customers”
The Group has applied HKFRS 15 for the first time in the
current interim period. HKFRS 15 superseded HKAS 18
“Revenue”, HKAS 11 “Construction Contracts” and the
related interpretations.
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PRINCIPAL ACCOUNTING POLICIES (Continued)
Application of new and amendments to HKFRSs
(Continued)

(a)

Impacts and changes in accounting policies upon
application of HKFRS 15 “Revenue from Contracts
with Customers” (Continued)

The Group recognises revenue from the following major
sources:

o Revenue from photovoltaic power generation
o Sales of lighting products

The Group has applied HKFRS 15 retrospectively with
the cumulative effect of initially applying this Standard
recognised at the date of initial application, 1 January
2018. Any difference at the date of initial application is
recognised in the opening retained profits and comparative
information has not been restated. Furthermore, in
accordance with the transition provisions in HKFRS 15, the
Group has elected to apply the Standard retrospectively
only to contracts that are not completed at 1 January
2018.

Key changes in accounting policies resulting from

application of HKFRS 15

HKFRS 15 introduces a 5-step approach when recognising

revenue:

° Step 1: Identify the contract(s) with a customer

o Step 2: Identify the performance obligations in the
contract

o Step 3: Determine the transaction price

o Step 4: Allocate the transaction price to the

performance obligations in the contract

o Step 5: Recognise revenue when (or as) the Group
satisfies a performance obligation.

China Baofeng (International) Limited ~ B L (BER) AR AR
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PRINCIPAL ACCOUNTING POLICIES (Continued)

Application of new and amendments to HKFRSs
(Continued)

(a)

Impacts and changes in accounting policies upon
application of HKFRS 15 “Revenue from Contracts
with Customers” (Continued)

Key changes in accounting policies resulting from
application of HKFRS 15 (Continued)

Under HKFRS 15, the Group recognises revenue when
(or as) a performance obligation is satisfied, i.e. when
“control” of the goods or services underlying the particular
performance obligation is transferred to the customer.

A performance obligation represents a good and service (or
a bundle of goods or services) that is distinct or a series of
distinct goods or services that are substantially the same.

Control is transferred over time and revenue is recognised
over time by reference to the progress towards complete
satisfaction of the relevant performance obligation if one
of the following criteria is met:

o the customer simultaneously receives and consumes
the benefits provided by the Group's performance as
the Group performs;

o the Group’s performance creates and enhances
an asset that the customer controls as the Group
performs; or

o the Group's performance does not create an asset
with an alternative use to the Group and the Group
has an enforceable right to payment for performance
completed to date.

Otherwise, revenue is recognised at a point in time when
the customer obtains control of the distinct goods or
services.

A contract asset represents the Group’s right to
consideration in exchange for goods or services that
the Group has transferred to a customer that is not yet
unconditional. It is assessed for impairment in accordance
with HKFRS 9. In contrast, a receivable represents the
Group’s unconditional right to consideration, i.e. only
the passage of time is required before payment of that
consideration is due.

2.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

Application of new and amendments to HKFRSs
(Continued)

TESFHBE )
FER#TR] RASERT BB MR EER
(%)

(a)

China Baofeng (International) Limited

Impacts and changes in accounting policies upon
application of HKFRS 15 “Revenue from Contracts
with Customers” (Continued)

Key changes in accounting policies resulting from
application of HKFRS 15 (Continued)

A point in time revenue recognition: measurement of
complete satisfaction of a performance obligation

Under the transfer-of-control approach in HKFRS 15,
revenue from sales of lighting product is generally
recognised when customer acceptance has been
obtained, which is the point of time when the customer
has the ability to direct the use of the equipment and
obtain substantially all of the remaining benefits of
the equipment. Revenue from sales of electricity and
tariff adjustment are recognised based on the electricity
transmitted dates.

Existence of significant financing component

In determining the transaction price, the Group adjusts
the promised amount of consideration for the effects of
the time value of money if the timing of payments agreed
(either explicitly or implicitly) provides the customer or the
Group with a significant benefit of financing the transfer of
goods or services to the customer. In those circumstances,
the contract contains a significant financing component.
A significant financing component may exist regardless of
whether the promise of financing is explicitly stated in the
contract or implied by the payment terms agreed to by the
parties to the contract.

Warranties

If a customer has the option to purchase a warranty
separately, the Group accounts for the warranty as a
separate performance obligation and allocates a portion of
the transaction price to that performance obligation.

If a customer does not have the option to purchase a
warranty separately, the Group accounts for the warranty
in accordance with HKAS 37 “Provisions, Contingent
Liabilities and Contingent Assets” unless the warranty
provides the customer with a service in addition to the
assurance that the product complies with agreed-upon
specifications (i.e. service-type warranties).
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PRINCIPAL ACCOUNTING POLICIES (Continued)
Application of new and amendments to HKFRSs
(Continued)

(a)

Impacts and changes in accounting policies upon
application of HKFRS 15 “Revenue from Contracts
with Customers” (Continued)

Summary of effects arising from initial application of
HKFRS 15

Below illustrates the impacts of applying HKFRS 15 on the
Group’s condensed consolidated financial statements:

o For contracts of sales of lighting products that have
multiple deliverables (including sales of product and
transportation of products), revenue is recognised
for each of these performance obligations when
control over the corresponding goods is transferred
to the customers. According to HKFRS 15, the
transaction price is allocated to the different
performance obligations on a relative stand-alone
selling price basis. The revenue relating to the
undelivered elements of the arrangements is deferred
until delivery of these elements. The directors of
the Company consider the impact of adopting of
HKFRS 15 to revenue in relation to transportation of
products for the six months ended 30 June 2018 is
not material to the Group.

o For contracts of sales of lighting products that
contain warranties, the Group accounts for the
warranty in accordance with HKAS 37 as the directors
of the Company consider these are assurance-type
warranties.

o For sales of electricity, revenue is recognised based
on the electricity transmitted dates. The directors
of the Company have not identified any separate
performance obligations other than the transmission
of electricity to the state grid company.

o For tariff adjustments, contract assets are recognised
for the receivables from electricity transmitted
to customer pursuant to the government policy
on subsidies of solar energy but not billed at the
reporting date. The contract assets would be
transferred to tariff adjustment receivables when the
rights to consideration become unconditional. As
at 1 January 2018, tariff adjustment receivables in
“Trade and other receivables” of HK$676,829,000
was reclassified as “Contract assets”.

The directors of the Company considered the application
of HKFRS 15 has no material impact on the timing and
amounts of revenue recognised in the respective reporting
periods.
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PRINCIPAL ACCOUNTING POLICIES (Continued)
Application of new and amendments to HKFRSs
(Continued)

(b)

China Baofeng (International) Limited

Impacts and changes in accounting policies upon
application of HKFRS 9 “Financial Instruments”

In the current period, the Group has applied HKFRS 9
“Financial Instruments” and the related consequential
amendments to other HKFRSs. HKFRS 9 introduces new
requirements for 1) the classification and measurement of
financial assets and financial liabilities, 2) expected credit
losses ("ECL") for financial assets and 3) general hedge
accounting.

The Group has applied HKFRS 9 in accordance with the
transition provisions set out in HKFRS 9, i.e. applied the
classification and measurement requirements (including
impairment) retrospectively to instruments that have not
been derecognised as at 1 January 2018 (date of initial
application) and has not applied the requirements to
instruments that have already been derecognised as at 1
January 2018. The difference between carrying amounts
as at 31 December 2017 and the carrying amounts as at
1 January 2018 are recognised in the opening retained
profits and other components of equity, without restating
comparative information.

Key changes in accounting policies resulting from
application of HKFRS 9

Classification and measurement of financial assets
Trade receivables arising from contracts with customers are
initially measured in accordance with HKFRS 15.

All recognised financial assets that are within the scope
of HKFRS 9 are subsequently measured at amortised
cost or fair value, including unquoted equity investments
measured at cost less impairment under HKAS 39.

Debt instruments that meet the following conditions are
subsequently measured at amortised cost:

° the financial asset is held within a business model
whose objective is to hold financial assets in order to
collect contractual cash flows; and

o the contractual terms of the financial asset give
rise on specified dates to cash flows that are solely
payments of principal and interest on the principal
amount outstanding.

TRES (B ARAT]

2.

FE

SEHEE)

FER#TR] RASERT BB MR EER

(%)
(b)

ERAEREMBERELENFEIN M
BIAIRNETERRVERED
RAHE - AEECEREBMK
WEERIEISE [ TR I REM
HEMBBMEREEEL A
BAER] - BEM B MEEREIW
SIANBRNIBEERMBAEDN
DBERFTE  2)MBEENEME
EBR([FEREEER] K3)—R
et RIEMHRE o

AEBEERBEFBVHEREERE
OS5I BT 8 Y 38 R 15k S B P & 8 B 7%
HEERESR - gt —T—\F
—A—B(NZHERBH) mARL
IR T EENEAOENE
MRE(BIERE)  BRARERR
—E-\F-A—-HE&KILERN
TRAMRE R_FT—tF+-A
=t HNEREEER -_T—-N\F
—A—HeREENZBENHIRF
Bm M R g AR P ERR - I
EBIILLEER -

BRI A ZOR BB
HEHRELERE
PMEEENS AR E
EAAEFANNE S EKTIEY
S5 R R BT 925 B 155
HE -

IBEBEEMIGEHRELERNFINRE
Bl A RERR O B 7155 B EE BB 1R IR SHAX
AR FEEFEERERELSS
FTERIE 3R AT ERIE L
MEARE)FTE °

& AT et 0 75 T ALBE & i
PRSI K

s UBREEUEBEASH
HEMRHEMBEENR
BAKRERE K

s UBEBEEAHNIKRREREHR

HELRSRE  ZBRER
BERXMNAERHAEE
REHIFE



PRINCIPAL ACCOUNTING POLICIES (Continued)

Application of new and amendments to HKFRSs
(Continued)

(b)

Impacts and changes in accounting policies upon
application of HKFRS 9 “Financial Instruments”
(Continued)

Key changes in accounting policies resulting from
application of HKFRS 9 (Continued)

Classification and measurement of financial assets
(Continued)

Debt instruments that meet the following conditions
are subsequently measured at fair value through other
comprehensive income (“FVTOCI"):

o the financial asset is held within a business model
whose objective is achieved by both collecting
contractual cash flows and selling the financial
assets; and

o the contractual terms of the financial asset give
rise on specified dates to cash flows that are solely
payments of principal and interest on the principal
amount outstanding.

All other financial assets are subsequently measured at
fair value through profit or loss (“FVTPL"), except that
at the date of initial application/initial recognition of a
financial asset the Group may irrevocably elect to present
subsequent changes in fair value of an equity investment
in other comprehensive income (“OCI") if that equity
investment is neither held for trading nor contingent
consideration recognised by an acquirer in a business
combination to which HKFRS 3 “Business Combinations”
applies.

In addition, the Group may irrevocably designate a debt
investment that meets the amortised cost or FVTOCI
criteria as measured at FVTPL if doing so eliminates or
significantly reduces an accounting mismatch.

The directors of the Company reviewed and assessed the
Group’s financial assets as at 1 January 2018 based on
the facts and circumstances that existed at that date. The
directors of the Company consider that the application of
HKFRS 9 has no material impact on the classification and
measurement on the Group’s financial assets.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

Application of new and amendments to HKFRSs
(Continued)

(b)

Impacts and changes in accounting policies upon
application of HKFRS 9 “Financial Instruments”
(Continued)

Key changes in accounting policies resulting from
application of HKFRS 9 (Continued)

Impairment under ECL model

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

Lifetime ECL represents the ECL that will result from
all possible default events over the expected life of the
relevant instrument. In contrast, 12-month ECL (“12m
ECL") represents the portion of lifetime ECL that is
expected to result from default events that are possible
within 12 months after the reporting date. Assessments
are made based on the Group’'s historical credit loss
experience, adjusted for factors that are specific to the
debtors, general economic conditions and an assessment
of both the current conditions at the reporting date as well
as the forecast of future conditions.

The Group always recognises lifetime ECL for trade
receivables. The ECL on these assets are assessed
individually for each debtor.

For all other instruments, the Group measures the loss
allowance equal to 12m ECL, unless when there has been
a significant increase in credit risk since initial recognition,
the Group recognises lifetime ECL. The assessment of
whether lifetime ECL should be recognised is based on
significant increases in the likelihood or risk of a default
occurring since initial recognition.

China Baofeng (International) Limited ~ B L (BER) AR AR
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PRINCIPAL ACCOUNTING POLICIES (Continued)

Application of new and amendments to HKFRSs
(Continued)

(b)

Impacts and changes in accounting policies upon
application of HKFRS 9 “Financial Instruments”
(Continued)

Key changes in accounting policies resulting from
application of HKFRS 9 (Continued)

Significant increase in credit risk

In assessing whether the credit risk has increased
significantly since initial recognition, the Group compares
the risk of a default occurring on the financial instrument
as at the reporting date with the risk of a default
occurring on the financial instrument as at the date of
initial recognition. In making this assessment, the Group
considers both quantitative and qualitative information
that is reasonable and supportable, including historical
experience and forward-looking information that is
available without undue cost or effort.

In particular, the following information is taken into
account when assessing whether credit risk has increased
significantly:

o an actual or expected significant deterioration in
the financial instrument’s external (if available) or
internal credit rating;

o significant deterioration in external market indicators
of credit risk, e.g. a significant increase in the credit
spread, the credit default swap prices for the debtor;

o existing or forecast adverse changes in business,
financial or economic conditions that are expected to
cause a significant decrease in the debtor’s ability to
meet its debt obligations;

o an actual or expected significant deterioration in the
operating results of the debtor;

o an actual or expected significant adverse change
in the regulatory, economic, or technological
environment of the debtor that results in a significant
decrease in the debtor’s ability to meet its debt
obligations.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

Application of new and amendments to HKFRSs
(Continued)

(b)

China Baofeng (International) Limited

Impacts and changes in accounting policies upon
application of HKFRS 9 “Financial Instruments”
(Continued)

Key changes in accounting policies resulting from
application of HKFRS 9 (Continued)

Significant increase in credit risk (Continued)
Irrespective of the outcome of the above assessment,
the Group presumes that the credit risk has increased
significantly since initial recognition when contractual
payments are more than 30 days past due, unless the
Group has reasonable and supportable information that
demonstrates otherwise.

Despite the foregoing, the Group assumes that the credit
risk on a debt instrument has not increased significantly
since initial recognition if the debt instrument is
determined to have low credit risk at the reporting date.
A debt instrument determined to have low credit risk if (i)
it has a low risk of default, (ii) the borrower has a strong
capacity to meet its contractual cash flow obligations in
the near term and (iii) adverse changes in economic and
business conditions in the longer term may, but will not
necessarily, reduce the ability of the borrower to fulfil its
contractual cash flow obligations.

The Group considers that default has occurred when
the instrument is more than 90 days past due unless the
Group has reasonable and supportable information to
demonstrate that a more lagging default criterion is more
appropriate.

Measurement and recognition of ECL

The measurement of ECL is a function of the probability
of default, loss given default (i.e. the magnitude of the
loss if there is a default) and the exposure at default. The
assessment of the probability of default and loss given
default is based on historical data adjusted by forward-
looking information.

Generally, the ECL is estimated as the difference between
all contractual cash flows that are due to the Group in
accordance with the contract and all the cash flows that
the Group expects to receive, discounted at the effective
interest rate determined at initial recognition.
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PRINCIPAL ACCOUNTING POLICIES (Continued)

Application of new and amendments to HKFRSs
(Continued)

(b)

Impacts and changes in accounting policies upon
application of HKFRS 9 “Financial Instruments”
(Continued)

Key changes in accounting policies resulting from
application of HKFRS 9 (Continued)

Measurement and recognition of ECL (Continued)
Interest income is calculated based on the gross carrying
amount of the financial asset unless the financial asset is
credit impaired, in which case interest income is calculated
based on amortised cost of the financial asset.

As at 1 January 2018, the directors of the Company
reviewed and assessed the Group’s existing financial
assets for impairment using reasonable and supportable
information that is available without undue cost or effort in
accordance with the requirements of HKFRS 9. The results
of the assessment and the impact thereof are detailed
below.

Summary of effects arising from initial application of
HKFRS 9 on impairment under ECL model

Below illustrates the impairment of financial assets subject
to ECL under HKFRS 9 at the date of initial application, 1
January 2018.

Impairment under ECL model

In relation to the impairment of financial assets, HKFRS 9
requires an ECL model, as opposed to an incurred credit
loss model under HKAS 39. The ECL model requires an
entity to account for ECL and changes in those ECL at each
reporting date to reflect changes in credit risk since initial
recognition. In other words, it is no longer necessary for
a credit event to have occurred before credit losses are
recognised.

In the current period, the Group has applied HKFRS 9
simplified approach to measure ECL using lifetime ECL for
trade receivables.
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2. PRINCIPAL ACCOUNTING POLICIES (Continued)
Application of new and amendments to HKFRSs
(Continued)

(b) Impacts and changes in accounting policies upon
application of HKFRS 9 “Financial Instruments”
(Continued)

Key changes in accounting policies resulting from
application of HKFRS 9 (Continued)

Measurement and recognition of ECL (Continued)
Summary of effects arising from initial application of
HKFRS 9 on impairment under ECL model (Continued)

Impairment under ECL model (Continued)

Loss allowance for other financial assets at amortised
cost mainly comprise of pledged bank deposits and bank
balances and are measured on 12m ECL basis and there
had been no significant increase in credit risk since initial
recognition.

The directors of the Company considered the additional
ECL allowance as at 1 January 2018 measured under the
ECL model is insignificant.

The Group has not early applied the following new HKFRSs,
amendments to HKASs and HKFRSs and a new interpretation
("new and revised standards”) that have been issued but are not
yet effective.

HKFRS 16 Leases'

HKFRS 17 Insurance Contracts?

HK(IFRIC) — Int 23 Uncertainty over Income Tax
Treatments'

Amendments to HKFRS 9 Prepayment Features with Negative
Compensation’
Amendments to HKFRS 10 Sale or Contribution of Assets
and HKAS 28 between an Investor and its
Associate or Joint Venture?

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!

L Effective for annual periods beginning on or after 1 January 2019

g Effective for annual periods beginning on or after a date to be
determined
2 Effective for annual periods beginning on or after 1 January 2021
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PRINCIPAL ACCOUNTING POLICIES (Continued)
Application of new and amendments to HKFRSs
(Continued)

HKFRS 16 “Leases”

HKFRS 16 introduces a comprehensive model for the
identification of lease arrangements and accounting treatments
for both lessors and lessees. HKFRS 16 will supersede HKAS 17
“Leases” and the related interpretations when it becomes
effective.

HKFRS 16 distinguishes lease and service contracts on the basis
of whether an identified asset is controlled by a customer.
Distinctions of operating leases and finance leases are removed
for lessee accounting, and is replaced by a model where a right-
of-use asset and a corresponding liability have to be recognised
for all leases by lessees, except for short-term leases and leases
of low value assets.

The right-of-use asset is initially measured at cost and
subsequently measured at cost (subject to certain exceptions)
less accumulated depreciation and impairment losses, adjusted
for any remeasurement of the lease liability. The lease liability
is initially measured at the present value of the lease payments
that are not paid at that date. Subsequently, the lease liability is
adjusted for interest and lease payments, as well as the impact
of lease modifications, amongst others. For the classification
of cash flows, the Group currently presents operating lease
payments as operating cash flows. Under the HKFRS 16, lease
payments in relation to lease liability will be allocated into a
principal and an interest portion which will be presented as
financing cash flows.

Furthermore, extensive disclosures are required by HKFRS 16.

As at 30 June 2018, the Group has non-cancellable operating
lease commitments as disclosed in note 21. A preliminary
assessment indicates that these arrangements will meet the
definition of a lease under HKFRS 16, and hence the Group will
recognise a right-of-use asset and a corresponding liability in
respect of all these leases unless they qualify for low value or
short-term leases upon the application of HKFRS 16. In addition,
the application of new requirements may result in changes in
measurement, presentation and disclosure as indicated above.

2.

TESHBE )

FER#FT REETERBMBREER
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BERMBREERNE 1655 [HE]
RV BRELEF165EIA—ELES
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165 AT - HFMABRITREA G E
AIF175% [HE | RARRE AR -
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HE -[REPHERKEEEREN
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M EmELHER  HEREDHKREE
NROGEE A MRENSHER - &
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W AEEEMEZSEHERAER
BEERBERE  BRIENERBTEY
TR LERF 1658 A8 BB IEREE
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PRINCIPAL ACCOUNTING POLICIES (Continued)
Application of new and amendments to HKFRSs
(Continued)

HKFRS 16 “Leases” (Continued)

In addition, the Group currently considers refundable rental
deposit paid of HK$2,013,000 as rights and obligations under
leases to which HKAS 17 applies. Based on the definition
of lease payments under HKFRS 16, such deposits are not
payments relating to the right to use the underlying assets,
accordingly, the carrying amounts of such deposits may be
adjusted to amortised cost and such adjustments are considered
as additional lease payments. Adjustments to refundable rental
deposits paid would be included in the carrying amount of right-
of-use assets.

The directors of the Company do not anticipate that the
application of the other new and revised standards issued but
not yet effective will have a material impact on the results and
financial position of the Group.

REVENUE AND SEGMENT INFORMATION

An analysis of the Group's revenue for the periods is as follows:

Revenue from photovoltaic power FREEE YR
generation
— Sales of electricity —BHHE
— Tariff adjustment (note) —EEHE(ME)
Sales of lighting products REAEMIHE

Note: As stated in sales contract, revenue from photovoltaic power
generation included tariff adjustment from the state grid company
in the PRC based on the prevailing nationwide government
policies on renewable energy for solar power plants.

TEES(ER)BRAR

China Baofeng (International) Limited

2.

FESTHE#E)

FE R R ARG T B BB iR & %A
(%&)

BB BHELDF16E[HEI(E)

AN REBBREEZMNARERS
2,013,000 T A BT EAE
17SRERNHEERFRER - BRIEEE
B SRE R F16HNHENRES -
ZEReWIEABEEFRAEFRBEN
M Al EHemRmERFHE
EEHBAA  MZEALERSG ABINE
ENHK - BXNARERSHSHNHE
BEr AFEREEEMNREE -

77 R o T 0 P AR B R AR
37 5T 4G 15 5T 9 B 7 i 07 4 L o 2 4
RUBKTEREALE -

WK o EBER
AT BAKERA DT

Six months ended 30 June
BEZA~B=1THIEAER

2018

—E-N\E

2017
—ET—+F
HK$'000
THT
(Unaudited)
(REgEZ)

HK$'000
FET
(Unaudited)
(REER)

103,725 69,207
251,740 183,621
203,999 191,323
559,464 444,151

Mt s E A PR - SR BEERESR
FRETHRREAAAERENE
B TRE N K5 BE B Al BAERER
HERETHEERE -



3.

REVENUE AND SEGMENT INFORMATION (Continued)
Information reported to the executive directors of the Company,
being the chief operating decision maker (“CODM"), for the
purposes of resource allocation and assessment of segment
performance focuses on the revenues and gross profit from
different types of business divisions.

The Group's operating and reportable segments under HKFRS 8
are as follows:

(i) Photovoltaic power generation represents sales of
electricity, development, construction, management and
operation of a solar power plant (“photovoltaic power
generation”).

(i) Lighting product business represents the sales of lighting
products including portable lighting products, shades for
the lamps and furniture set and other home accessory
products (“sales of lighting products”).

No operating segments have been aggregated in arriving at the
reporting segments of the Group.

Segment revenue and results
The following is an analysis of the Group's revenue and results
by operating segment:

For the six months ended 30 June 2018 (unaudited)

SEGMENT REVENUE 2Bk
External sales INERSHE
Segment profit 53 &R
Unallocated income AT B2 WA
Unallocated expenses FToRHAXZ

— Administrative and other —1THRREMEE

expenses

— Finance costs —WsER

Profit before taxation B B4 A a2

Photovoltaic
power
generation

355,465

Wi K o EBE R (2)
HRERDELFEDBERAMBAR
HITER(ZTELERREA(ZE
%Ei?&%/d))iﬁ%ﬁ’ﬂ’éﬂﬁ%ﬁfﬂﬁé%iﬁi
Ei5ERPI M U Es R EF o

RSB REE B - A%E
HE TR ET

(i) RABEEXBEENNHE - KX
[GREREMNFAE 2R BER
EE(IRREE] -

(i) RBPEMEKERPEREESE -
EREHRAER BE - {%,E?
A REMRE ([ RRAPE MY
g1

REBAEEDHMEAL BELLED

ok 5

Bp °

Pl 6 Y E S
AT RIREE DR8I D ) AR B st &
KB

BE-Z-NEXA=+HLAKEAA
(REER)

Sales of

lighting
products Total
RAER

HKREE HE #st
HK$'000

HK$'000 HK$°000
FiB FiB FB

203,999 559,464

316,407 3,386

319,793

1,016

(8,879)
(4,919)

307,011
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3. REVENUE AND SEGMENT INFORMATION (Continued) 3. WKk D IBER(2)

Segment revenue and results (Continued) DEMBERFEE)
For the six months ended 30 June 2017 (unaudited) BE-Z—+tEAXAB=1+HLEAKEA
(REEZ)
Photovoltaic Sales of
power lighting
generation products Total
MRAAE m
KIKEE HE HBE
HK$'000 HK$'000 HK$'000
FAT FAT FAT
SEGMENT REVENUE palidl &
External sales SNEREHE 252,828 191,323 444,151
Segment profit Pan:ibiagl 214,303 11,592 225,895
Unallocated income T HBLZ A 129
Unallocated expenses TFoRE2FE
— Administrative and other — TR REMAX
expenses (11,068)
— Finance costs —EEA (4,572)
Profit before taxation BR 35 B A 210,384
Segment profit represents the profit earned by each segment 7B AIEE D EEEASR N - BTy
and hence is arrived at without allocation of certain income BAToEETEMKEEAZ (B
and expenses (including other income, administration and other HEaUg A~ fTERREMAST ARG BEE
expenses and finance costs). This is the measure reported to the A)FTE - kAR RREELERR
CODM of the Company, for the purposes of resources allocation ARERNFE - AEETERD B KET
and assessment of segment performance. R -
Geographical information & & K
The Group’s operations are located in Hong Kong, the PRC AEBEBURES  FRE(CIEES
(excluding Hong Kong) and North America. ) RN o
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3.

REVENUE AND SEGMENT INFORMATION (Continued) 3. WKk D IBERE(2)

Geographical information (Continued) HEE R (E)

Information about the Group’s revenue from external customers REBREBERNEETRINE Y 2L &
based on the location goods are physically delivered to and the BHEGRMEEI D KB INBEE AU
location of electricity transmission and information about its HERBENMBMEEDMIERTE
non-current assets based on geographical location of the assets ERNERENNT :

is set out below:

Hong Kong 58

PRC ]

United States of America 5

Canada JIEYN

Others Hity

Total revenue/non-current assets Wzt ERBEERE

Revenue from Non-current assets
external customers (other than deferred tax asset)
FRBEE
RENDEF s (BEHEEERM)
Six months ended As at As at
30 June 30 June 31 December
BZXA=t1H 2018 2017

1EA{EA ® i

2018 2017 —E-N\E —E—tfF
—E-\E S 2 AA=tH TZA=+—H
HK$'000 HK$'000 HK$'000 HK$'000
TER FHT TER TAx
(Unaudited) (Unaudited)  (Unaudited) (Audited)
(REERK) (REE&ER) (REER) (&%)

= = 4,131 4,761
355,465 252,828 308,192 294,040
201,990 188,556 2,105 2,362

1,731 2,767 = S
278 = = S
559,464 444,151 314,428 301,163
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4. OTHER INCOME 4., Hfy A

Six months ended 30 June
BZEAA=1THILAEA
2018 2017
—E-NF —EB—+F

HK$'000 HK$'000
FET FET
(Unaudited) (Unaudited)
(REEFR) (RigEZ)

Government grants (note) BBy (M) 9,239 12,980
Net foreign exchange gain GINEE BE 7, N 25 BB 1,059 397
Bank interest income HRITHEHA 940 358
Imputed interest income on tariff HEEFB WA RG
adjustment receivables (note 13) FEUW A (BFFE13) 10,070 3,791
Sundry income HIEIL A 352 1,618
21,660 19,144
Note: The government grants represent the amount received from local M BUSHEBIEAEEFRBMBARRE
government by the PRC subsidiary of the Group in subsidising WERFBBREEE THERIOS
certain tax payments, which are unconditional incentive received o RBAKE K S BT &
in relation to activities carried out by the Group. ESER R
5. FINANCE COSTS 5. MBEM

Six months ended 30 June
BEAA=1THIXER
2018 2017
—E-N\E —F—+F

HK$'000 HK$'000
FET T
(Unaudited) (Unaudited)
(REBEZR) (REEHE=Z)

Interest expenses on bank borrowings RITERFERAZ 4,919 4,572
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6.

PROFIT BEFORE TAXATION

Profit before taxation has been arrived
at after charging:

Staff costs, including directors’
remuneration
Salaries, wages and other benefits
Retirement benefits scheme
contributions

Amortisation of intangible asset

Auditor’s remuneration

Cost of inventories recognised
as expenses

Depreciation of property, plant and
equipment

Design and sampling costs, including
staff costs of HK$2,112,000 (for the
six months ended 30 June 2017:
HK$1,890,000)

Operating lease rentals
- rented premises
— photovoltaic facilities

and after crediting:

Interest income
Net foreign exchange gain

6. FRBIADER

BRELATSE M EHBR T 5IRIR

BETIRA(BRESHES)

e TEREMER
RAARFIFT &I 3R

BB EHE
ZEEVEN S
EER /AN EERA

ME - BERREBITE

RETREMA  BIEET
72,112,000 T (HZE
—E2—+FXA=+AHIE
7<M& A : 1,890,000/ 7T)

KLRERS
)=t /ES
— XIKERNE

REFA

M BUA
P 33 Y o SRR

Six months ended 30 June
BEA~B=1THIEAERA

2018

—E-N\FE

HK$'000
FET
(Unaudited)
(REEFR)

2017
—EB—tF
HK$'000
FET
(Unaudited)
(RigEZ)

27,770 21,958
737 775
28,507 22,733
47 47
600 600
214,854 201,405
3,772 3,262
3,596 3,294
7,164 7,370
47,484 43,690
940 358
1,059 397

T )\FHhHRE
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7.

28

TAXATION

BNEATR IR -
—BENEHR

Current taxation:
— Hong Kong Profits Tax

— PRC Enterprise Income Tax (“EIT") —H RS
([ZFEHL)
— Withholding tax in the PRC — R EIFER
Overprovision in prior period: BT FEEERE
— Oversea taxation —/BHNRIE
Deferred taxation RIETIE
Total BET

The Company and its subsidiaries operating in Hong Kong are
subject to Hong Kong Profits Tax at a tax rate of 16.5% on
assessable profits earned in Hong Kong for both periods.

Taxation on overseas profits has been calculated on the
estimated assessable profits for both periods at the rates of
taxation prevailing in the relevant jurisdictions.

A subsidiary of the Company, being an enterprise engaged
in public infrastructure projects, under the PRC Tax Law and
its relevant regulations, is entitled to tax holiday of 3-year full
exemption followed by 3-year 50% exemption commencing
from the respective year in which operating profit was derived.
The subsidiary of the Company which was engaged in the public
infrastructure projects has operating profit since 2016. The EIT
incurred during the current period represents the taxation on the
government grants received from local government by the PRC
subsidiary of the Group in subsidising certain tax payments. The
PRC subsidiary is entitled to an income tax rate of 15% as it is
eligible as encouraged industries in Western China (7830 b [& &
BVREFDE).

China Baofeng (International) Limited ~ P EEL (B AR AR
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Six months ended 30 June
BEA~B=1THIEAERA
2018 2017
—E-N\FE

—EB—tF
HK$°000 HK$'000
FET FET
(Unaudited) (Unaudited)
(REEFR) (RigEZ)

1,819 2,741
832 2,429
2,475 2,282
5,126 7,452
(496) =
(176) S
4,454 7,452

AR REREBLEZ I ERREM
W % BARE R TE 5 75 B AN A0 B AR Bl A1) 3%
FRE16.5%BMBEBFIEH °

78513 R 0 Tt TR TR 58 LR AR Pt
P SR B AR R A B R R AT B
B -

RRT AN E QAL REIEB B
BAR - REFEVOEREBBERE -
BRFXASEIELE N B AN F
BEZF2HHRER=F2P50% °
ARBWEEALEPREER R NZIE
REE T RFRALERN - RA
HBELNEEMEREASERSE
Z M B B BRI E b R A IR B BR A
TRENKOHIE - 2T EHEARE
HARA R BEERCEMBES
BI5%EVFBHRBE



10.

TAXATION (Continued)

The withholding tax represented taxation recognised in respect
of the dividend to be distributed from profits earned by a
subsidiary in the PRC under the Implementation Regulation of
the EIT Law of Mainland China that requires withholding tax
with tax rate ranging from 5% to 10% upon the distribution of
such profits to the shareholders. Deferred taxation has not been
recognised in respect of certain undistributed retained profits
earned by the subsidiary in the PRC amounting to approximately
HK$856,032,000 (2017: HK$506,548,000) as the directors of
the Company are of the opinion that the Group is able to control
the timing of reversal of the temporary differences and it is
probable that the temporary differences will not reverse in the
foreseeable future.

DIVIDEND

The board of directors of the Company does not recommend the
payment of any interim dividend for the six months ended 30
June 2018 (30 June 2017: nil).

EARNINGS PER SHARE

The calculation of the basic earnings per share is based on the
profit for the period attributable to owners of the Company
of HK$302,557,000 (30 June 2017: HK$202,932,000) and the
number of 567,696,000 ordinary shares of the Company (2017:
567,696,000 ordinary shares of the Company).

No diluted earnings per share is presented as there were no
potential ordinary shares in issue during both periods.

PROPERTY, PLANT AND EQUIPMENT

During the period, the Group incurred expenditure of
HK$134,904,000 (For the six months ended 30 June 2017:
HK$30,721,000) to acquire property, plant and equipment
mainly for the businesses of photovoltaic power generation.

10.

BIE &)

TEMHERFEAK B A RRERER
HEMBRAE RGO ED BRIN
AR IR BERNEIE - DEMS
TR M 150148 78 78 171 A% 3R 90 IR Ui ) B
BR5% E10% KB EHMMTEINT - |
RARREERAAEE T ZEHIELD Y
BrEEEMNRE - MZREREEENA
TERGRAIGET SRR - MAKE T E
Bz BB AR RIAE T RDIR
1REB Y M| 49856,032,000/8 T ( —F—+
F : 506,548,000/ 70 ) MERIERER 1A o

g
ARRBEFETERNBE_T—N\F
NAZ=T B ERE R IRMEA R RS
—E—LFRA=1TH &)

BRER

SRERBFTIZA R R ESR A B
A #)302,557,0008 0 (ZE —+EF <
A=+H8 :202,932,00087T) kAR
BT AR EHE 567,696,000 ( — = —+
F :567,696,000f8 AN AR LBIR)FTE ©

MEHEAMED BHTEEEEK - &
VEZY|SRESET -

% - BERSEE

HA - AEERWEYE  BERK
BEBEUEARBEE2EMEERAX
134,904,000 L (B EZE_T—+tF < H
=+R8I1ENMEA - 30,721,00087T) °
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11. PREPAID RENTAL EXPENSES FOR PHOTOVOLTAIC
FACILITIES

Amounts of prepaid rental expenses for

photovoltaic facilities analysed as: AITAT -
Current BN ER
Non-current JEBNHA

The Group entered into lease agreements for photovoltaic
facilities with an independent photovoltaic facilities provider
for the rental period from 18 May 2016 to 17 May 2017, with
the annual rental payment amounting to RMB90,000,000
(equivalent to approximately HK$105,300,000). The Group
has renewed the lease agreement for the rental period from
18 May 2017 to 17 May 2019 with annual rental payment
amounting to RMB180,000,000 (equivalent to approximately
HK$214,286,000). The full amounts were paid in advance.

12. INVENTORIES

Finished goods 2%

30 China Baofeng (International) Limited ~ FEIEL(RE)ERAF]

1. XRREASHEER

At At

30 June
2018
R=Z—N\F
NA=1H

31 December
2017
RZZE—+tF
+=-—B=+—8
HK$'000
FET
(Audited)
(EZ)

HK$'000
FET
(Unaudited)
(REEFR)

RRFBENEEERSHE

89,031 107,018
= 45,181
89,031 152,199

AEBHE—ZB LR EEERFE]
T RREHEHERE  HEHB
—E-XNFRAT+NHEZZE—
FRA+EH FHELEAARE
90,000,000 7t ( 48 & 7 #J 105,300,000
BIL) c AEBEEEZ A REMAE
i MEHE-_T—+tFRA+/\AH
2-Z—hFRATER FHES
%83 A R #180,000,0007 (HEE R4
214,286,000 0) * WK o

12. 7&

At At

30 June
2018
R=FB-—NF
NA=1+H

31 December
2017
RZE—+F
+=—A=+—H
HK$'000
FHTT
(Audited)
(&&EZ)

HK$’000
FET
(Unaudited)
(REBEZR)

23,018 16,433




13. TRADE AND OTHER RECEIVABLES

13. EZREMEBYRIE

At At

30 June 31 December

2018 2017

RZB-—NE R-_ZT—+F

ANA=+H +t=-A=+—H

HK$’000 HK$'000

FET FET

(Unaudited) (Audited)

(REBER) (&EZ)

Trade receivables B 5 WA 143,309 155,709
Less: Allowance for doubtful debts W RIERAEE (823) (823)
142,486 154,886

Tariff adjustment receivables (note) BEFAERYGRIE ) = 676,829
Bill receivables FEWE & 3,333 1,307
Other receivables and prepayment A B U R IE & TR FRIE 2,840 22,018
148,659 855,040

Note: The Group's trade receivables and tariff adjustment receivables for

the photovoltaic power generation are receivables from the state
grid company. Generally, the trade receivables are due within 30
days from the date of billing, except for collection of the tariff
adjustment receivables, which is subject to settlement by the
state grid company upon finalisation of the allocation of funds
by relevant government authorities to the state grid company. As
the collection of tariff adjustment receivables is expected in the
normal operating cycle, which may be more than 1 year, they are
classified as current assets.

In the opinion of the directors of the Company, the revenue
recognition of tariff adjustment is properly based on their
judgement and taking into account the opinion from the Group's
PRC legal advisor, that the Group's operating solar power
plant has qualified for registration in the Reusable Energy Tariff
Subsidy Catalogues (AIB 48R EEW INE & /BB 8%) (the
"Catalogue") and has met all the relevant requirements and
conditions for the registration in the Catalogue. The directors
of the Company are confident that the Group’s operating solar
power plant is able to be registered in the Catalogue in due course
and the tariff adjustment receivables are fully recoverable upon
the allocation of funds from the PRC government.

In the current interim period, as HKFRS 15 became effective, tariff
adjustment receivables was reclassified as “Contract assets” as
required by HKFRS 15 and is disclosed in note 14.

ﬁi

T )\FHhHRE

AEEBHEWHBENRCREEEE

HEEYGRIEREKEREHLQEK
R BHRIGRRBTREZ AL
FT30R AEIE - HAFSHEBRTER
BREESOIRETHEREBLAIRT A
Bl 2R BB A9 1Y B YR (o] ) BB (B 58 B R R
RIERIRRS - HRFEHMNER ZER
H(g@s—F)NRCEERERE
WHIE - HEBRBEERRREASER
MBEE °

ARAREERER  BREEABHILF R
AEEPEEZERNE R HEESN
BEERZEERRAEBRE - AEEH
BOXRBERS  ARERENAG
BRRERECTAERNABERRE
EfMESHB BBl EL
WheERABENMEGRERK
Gth - ARBERRE  ARERKE
B ARFZRE B MO I B B R R B AT
AB#A - BEEAEEKFELA
R BEBUT 3 E SRR T AMKE -

RAFHEERE - AREER RS E
BIZE1SSEE AR - MEBAEERK
HEERESVEREERFISHE A
FTEHPEATANEE]  WHRHFE
14FAREE -
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13. TRADE AND OTHER RECEIVABLES (Continued)

The Group allows credit period with a range from 30 to 90 days
to its customers. The following is an aging analysis of trade
receivables net of allowance for doubtful debts presented based
on the invoice date for sales of goods and electricity transmitted
dates at the end of the reporting period, which approximated
the respective revenue recognition dates.

0 to 30 days 0 £30H
31 to 60 days 31260H
61 to 90 days 61£290H
Over 90 days Bi@90H

14. CONTRACT ASSETS

32

The contract assets represent the tariff adjustment receivables
amounting to HK$965,548,000. The amount would be received
based on the prevailing national government policies on
renewable energy for the Group’s operating solar plant to be
registered in the Catalogue. Please refer to note 13 for details of
tariff adjustment receivables.
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13.

14.

B REMEBWRIEE)
AEBEGTEESEFPNTFI0E90HH
EEH - TREJIINBERRNESE
WkIR - MR RIFARER - HERBEE
HZOAHRENEH A2 KK D
e % F B HEE S B R iR A HIAR
o

At At

30 June 31 December
2018 2017
RZB-NFE RZZT—tF
ANA=+H +=ZA=+—8H

HK$’000 HK$'000
F&T TFET
(Unaudited) (Audited)
(REEX) (BEZ)
55,863 54,243
32,139 31,557
18,639 34,855
35,845 34,231
142,486 154,886

BREE
AHNEERETSEAZBERRIRE
965,548,000 7L * WHIREBBE I H
ERRMRITRR BT R R AL BE
EHE A B 8 &L B K5 AL 2 E IR AR
FIE - EHEERAZEMFIENGES -
EE IR



15. TRADE AND OTHER PAYABLES

Trade payables

Bills payable for purchase of property,
plant and equipment

Accrued sales commission

Construction payable

Other payables and accruals

The credit period granted by suppliers to the Group ranged
from 30 to 60 days. The following is an aging analysis of trade
payables presented based on invoice date at the end of the

period:

0 to 30 days

31 to 60 days
61 to 90 days
Over 90 days

B 5 RN IR
BREYX  BELRE

FERTHEME
e T2 FIH
Ho{to &5 FRIE N FE T UOR

15. EZ REMENRE

At At

30 June 31 December
2018 2017
RZB-NFE RZZT—tF
NA=+H +t=-A=+—H
HK$'000 HK$'000
FET FET
(Unaudited) (Audited)
(REEFR) (EZ)
47,728 67,282
7,738 95,783

542 617

29,387 29,918
13,500 11,422
98,895 205,022

HERETFTAEEIOEORMNEER -
TREFNBPRNE HEMARBIREE

B HZ25IHRREE DT -

At At

30 June 31 December
2018 2017
R-ZBE-NF RZZT—+tF
AA=+H +=ZH=+—8H
HK$'000 HK$'000
FET T
(Unaudited) (Audited)
(REBEZR) (BER)
44,095 35,215
1,115 23,772

525 7,787

1,993 508
47,728 67,282

2 \Frhims
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17.

34

. PROVISION

The balance represents the provision of defective claims, and the
movements of provision are as follow:

16.

by
gﬁ%%ﬁﬁié%fﬁ%ﬁ AT RBENE

HK$'000
TAT

At 1 January 2017 (audited) RZZE—tF—A—B(EEF%) 7,145
Charge to profit or loss BiERNR 12,715
Utilisation of provision B A (9,357)
At 31 December 2017 and 1 January 2018 R-ZE—+F+-_A=+—8Bxk
(audited) —T-NF-A—BEER) 10,503
Charge to profit or loss BEmNR 6,968
Utilisation of provision BEER (4,223)
At 30 June 2018 (unaudited) RZZE—NFANA=ZTRHCGRESEZ) 13,248
There are no fixed terms of provision of defective claims stated HEFITUNHEEHZEATERAERE

in the sales agreements entered with customers. The amount of
provision is based on the management'’s estimation by reference
to the historical experience. The Group accrued liability for
potential defective claims at the time of sale to cover potential
liabilities that could arise under these sales transactions.

BANK BORROWINGS

The carrying amount of the secured bank
borrowings that contains a repayment on
demand clause (shown under
current liabilities) but repayable:

Within one year

mEBEE)
—F2ZR

The bank borrowings represented bank loans denominated in
HK$ and carried interest at Hong Kong Interbank Offered Rate
("HIBOR") plus 2.95% per annum (2017: HIBOR plus 1.7% per
annum to HIBOR plus 2.95% per annum). As at 30 June 2018,
the bank borrowing was secured by pledge of 252,600,000
shares of the Company held by Fung Teng Enterprises Limited,
which is wholly-owned by Mr. Dang Yanbao, the Chairman
and executive director of the Company. On 26 July 2018, the
pledge of shares was fully released upon repayment of the bank
borrowing after the reporting period.

TEES(ER)BRAR

China Baofeng (International) Limited

17.

FERX T3 HREE 2 A EH
RITEKHREE - A
BERERGER (2R

BENEERRK - BESBHREEE
B2 BEKRMGE - AEERHER
REEXREREREBBURNZEH
EXHMELBHEALE

At

31 December
2017
RZE—+F
+=—RA=+—H
HK$ 000
THT
(Audited)
(BEZ)

30 June
2018
R-ZE—NF
~A=+H

HK$'000
F&T
(Unaudited)
(REEEZ)

250,000 275,500

RITEFIE LB TIEMNRITERIERS
BIRITRERS ([ BBRTEERE D
M2SSEFRE(ZE—+F : NTF
EBRTREREIN TEZFENRESR
EIRITRIZEIT B h12.95/8 2 £/ =) &t
B -RZIE—NFEXNA=1+H - 1T
BRARRREERNTESEEZE L
E2EBmAEZEBELCEBRAAMFA
A7)252,600,000f% D - R=F
—NE+AZ+B  ZFEHERNDE
PR BB BIERITERE B R -



18. SHARE CAPITAL 18. BA&

Number of
shares Share capital
RGEE @S
HK$'000
THETT
Authorised: JETE -
Ordinary shares of HK$0.01 each at FREE0.01E T EBBRRN
1 January 2017, 30 June 2017, —E—+F—-HF—H"
1 January 2018 and 30 June 2018 —E—+HFRA=+AH"
—E-N\F-A-HRK
—F-\FERA=TH 800,000,000 8,000
Issued and fully paid: BETRAR
Ordinary shares of HK$0.01 each at SREEC.01E T TN
1 January 2017, 30 June 2017, —T—tF—-HA—A8"
1 January 2018 and 30 June 2018 —E—+tFXA=+AH"
—E-N\F-A—HRK
“Z-\FRA=TtH 567,696,000 5,677
19. RELATED PARTY TRANSACTIONS 19. BEALRS
The Group had the following transactions with a related party ZK%@EQEEEQ/HHWEE_% FAEATHL
during both periods: RS :

Six months ended 30 June
BEAA=1THILARER
2018 2017
—E-N\E —F—+F

HK$'000 HK$'000
FET T
(Unaudited) (Unaudited)
(REBEZR) (REEHE=Z)

Service income from WREBE Y+ EHIGERAT
EBBEYARYSER AT (note) B AR AS WA (B 5E) 17 14
Note: EE B ¢t KEE AR A A, an indirectly wholly-owned subsidiary M ARBZRE2EAMB AR ZEEY
of the Company, entered into a service agreement with 25 & HARBEEBERAFHEEEE AR
LM AIRAT], a private company established in the PRC HISARATTIBREAY W=
which is controlled by Mr. Dang Yanbao, the Chairman and E-RNE+A-—BE-ZEZ—-N\E~A
executive director of the Company, with an annual service income =t+HEE(UREBER:EE8E
of RMB28,400 (equivalent to HK$32,000) for the period from A ENEEEYNYRBEEERATE
1 July 2016 to 30 June 2018 (subject to automatic renewal in ERGERARK28,4007T (HHER
compliance with applicable laws). 32,000%70) - FEBEE A REWSHR

RAIBRPBKIZZFARE - AR
RAEERWTEFREFREES -
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19. RELATED PARTY TRANSACTIONS (Continued)
Key management personnel include directors of the Company
and other senior management of the Group. The remuneration
paid or payable during both periods is as follows:

pSEE R
BER 2 1R A

Short-term benefits
Post-employment benefits

The remuneration of key management personnel is determined
by the management of the Company having regard to the
performance of individuals and market trends.

20. PLEDGE OF ASSETS

As at 30 June 2018, no bank deposits (31 December 2017:
RMB25,700,000 (equivalent to approximately HK$30,964,000))
were pledged to a bank to secure bank borrowing of the
Group and bank deposits of RMB6,500,000 (equivalent
to approximately HK$7,738,000) (31 December 2017:
RMB79,500,000 (equivalent to approximately HK$95,783,000))
were pledged to a bank for issue of bills payable. The Group’s
land and buildings with carrying value of HK$730,000 (31
December 2017: HK$768,000) were pledged to a bank to secure
banking facilities granted to the Group.
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19. BEAXLRZ (&)
TREEABBRARAESERALKH
HeREEAR - RBREBACH
KN TFREZMEMT

Six months ended 30 June

BEAA=tBHILLAEA

2018 2017
—E-N\FE —ET—+tF
HK$’000 HK$'000
F&ET T
(Unaudited) (Unaudited)
(REEZX) (REEFEZ)
2,664 2,998

24 24

2,688 3,022

EEBABZMENARREREL
S2E[MARBETSBERETE -

20. EHEE
RZZE—N\FEXA=Z1+H8 TERTHE
F(ZE—+E+—A=+—H: AR
# 25,700,000 7T ( #H & 7 4930,964,000
BIT) ) IR FERIT UG ALEE 2 RTT
&5k - MBI K AR % 6,500,0007T
(FE 47,738,000 7T ) (B —+4F
+=—A=+—H: AR¥79,500,0007TC
(FB% 7 #4795,783,0003 7)) & R F
IBITUBITRNZE - AEEN LK
BFHERTEEA730,0008 T (2 —+
F+-A=+—H :768,00087T) 2K
WFRITURESAEBMBITEERE



21.

22.

23.

OPERATING LEASE COMMITMENTS

The Group as lessee

The Group had future aggregate minimum lease payables under
non-cancellable operating leases as follows:

—FR

Within one year
In the second to fifth years inclusive

Operating lease payments represent rentals payable by the
Group for certain of its staff quarters and office premises. Leases
are negotiated and rental are fixed for lease terms of one to
three years.

CAPITAL COMMITMENTS

Capital expenditure in respect of the
acquisition of property, plant and
equipment contracted but not
provided for

fe) AR R

EVENT AFTER THE REPORTING PERIOD

On 20 July 2018, 96,150,000 subscription shares of the
Company were allotted and issued to Fung Teng Enterprises
Limited, which is wholly-owned by Mr. Dang Yanbao, the
chairman and executive director of the Company, at the
subscription price of HK$2.60 per share under the specific
mandate pursuant to the terms and conditions of the
subscription agreement with Fung Teng Enterprises Limited.

21.

E_ENF(REEERF)

22.

W% - M= kiR
MEARF - BRIAE

23.

RERERE

AEEERREA

7N S5 [ A8 95 A 0S4 7 I A0 SR R
fREEENT :

At At

30 June 31 December
2018 2017
R-ZE—NF RZZT—tF
AA=+H +=ZH=+—8
HK$’000 HK$'000
FHET TET
(Unaudited) (Audited)
(REEX) (BEZ)
11,118 16,378
1,225 5,915
12,343 22,293

REMEFRAEAREREETETRE
ERMAENEENZEE - HETIK
EHER - HEeBE  BENF—=E=
QEO

BARERE

At At

30 June 31 December
2018 2017
RZBE—NE R_ZT—LF
ARA=+H +tZH=1+—8H
HK$'000
TFET
(Audited)
(BEZ)

HK$'000
FET
(Unaudited)
(RBERZ)

17,902

WMEHRBRENH
R-ZE—NE+A=-+H " BEEEAQ
RAERERANTESEEELELEHE
HIEECEBR ARG LNRERZZ
ER R - ERBRIRERRERE
FHR2.608TMIEEDSEGR QG B
T2 3£1796,150,000% REEAX D -

44,830
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEF WD

PRINCIPAL BUSINESS

The Group is engaged in (i) investment, construction and operation
of photovoltaic power generation projects (the “Photovoltaic Power
Generation Business”); and (ii) the sales of lighting products including
portable lighting products, shades for lamps and furniture sets and
other home accessory products (the “Lighting Products Business”).

INDUSTRY OVERVIEW

Photovoltaic Power Generation Industry

The photovoltaic power generation market in the PRC has experienced
a negative impact from a notice issued by the National Development
and Reform Commission of the PRC, Ministry of Finance of the PRC
and the National Energy Administration (the “NEA") in relation to
photovoltaic power generation in 2018 (R —ZT— N\FRRESE
BEIEHEA) (the “2018 Notice”) on 31 May 2018 with immediate
effect. Pursuant to the 2018 Notice, amongst others:

(1) the NEA will stop granting installation quota for ordinary utility-
scale solar farms in 2018;

(2) cuts to the feed-in tariffs of newly approved ordinary utility-
scale solar farms by RMBO0.05 kilowatt per hour ("kWh") to
RMBO0.5/0.6/0.7/kWh in Zones I, Il and Ill respectively;

(3) cuts to the subsidy provided by the PRC government to newly
approved distributed generation projects by RMB0.05/kWh to
RMBO0.32/kWh.

Notwithstanding the above, the 2018 Notice does not affect the
Group's existing Yinchuan Project (defined below), as the Yinchuan
Project commenced operation prior to the publication of the 2018
Notice.

Portable Lighting Products Industry

The competition of the global portable lighting products industry
in the first half of 2018 remained fierce. The United States portable
lighting products market, which is the principal market of the lighting
products of the Group, has been highly saturated with numerous firms
selling a diverse range of products manufactured both domestically
and internationally.

In June 2018, the United States government has announced that
additional tariffs may be imposed on a total of US$200 billion worth
of goods imported from the PRC to the United States which, when the
tariffs come into force, may have an adverse effect on the profitability
of the Group’s lighting products. It is possible that the trading
environment between the United States and the PRC of the lighting
products industry, and in fact other consumer products industries,
will continue to be challenging. The Group will continue to observe
the progress of this potential impact from time to time and make
necessary arrangements to optimise the returns to the shareholders of
the Company (the “Shareholders”) as a whole and lessen any negative
effect on its performance and results of operations.
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BUSINESS REVIEW

For the six months ended 30 June 2018, the business of the Group
has been integrated into two segments, which are Photovoltaic Power
Generation Business and Lighting Products Business.

Attributable to the contribution of the Photovoltaic Power Generation
Business for the period under review, the Group’s operation delivered
a strong improvement in both revenue and profitability for the six
months ended 30 June 2018. For the six months ended 30 June
2018, the Group’s revenue increased by approximately 26.0% to
approximately HK$559.5 million while profit attributable to the
owners of the Company increased by approximately 49.1% to
approximately HK$302.6 million.

Photovoltaic Power Generation Business

During the period under review, the Photovoltaic Power Generation
Business of the Group continued to develop and brought profits
to the Group. In respect of the 350 megawatt photovoltaic power
generation output capacity of the Group’s photovoltaic project in
Yinchuan City (the “Yinchuan Project”), Ningxia Hui Autonomous
Region (“Ningxia”), the PRC, the major equipment of the Yinchuan
Project was provided by Yinchuan Binhe New Energy Investment
Development Co., Ltd* (R)IDEA#TAEIRIKE AR A A]) through
lease arrangement. In order to fully utilise the 390 megawatt
photovoltaic power generation output capacity granted, the Group
has commenced the development of its own infrastructure and
purchased equipment for the Yinchuan Project since December 2017.
It is expected that the photovoltaic power generation output capacity
from the Yinchuan Project would increase from 350 megawatt in 2017
to 390 megawatt by the end of 2018.

As confirmed by the State Grid Corporation of China, for the six
months ended 30 June 2018, the Group has generated an aggregate
of 415.6 million kWh power and the Photovoltaic Power Generation
Business continued to be the main source of the revenue of the
Group, accounting for approximately 63.5% (30 June 2017: 56.9%)
of the Group’s total revenue for the six months ended 30 June 2018.
In addition, the Photovoltaic Power Generation Business continued to
be the key growth driver of the profit of the Group, contributing to
approximately 98.9% of the Group’s total segment profit for the six
months ended 30 June 2018 (30 June 2017: 94.9%).

* For identification purpose only
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The Group's revenue from the Photovoltaic Power Generation
Business for the six months ended 30 June 2018 was approximately
HK$355.5 million, which represents an increase of approximately
40.6% from the revenue generated for the corresponding period in
2017 (30 June 2017: HK$252.8 million). The segment profit margin
of the Photovoltaic Power Generation Business was approximately
89.0% for the six months ended 30 June 2018 (30 June 2017:
84.8%), and the segment profit increased by approximately 47.6% to
approximately HK$316.4 million (30 June 2017: HK$214.3 million).

Lighting Products Business

The Group’s revenue from the Lighting Products Business for the six
months ended 30 June 2018 was approximately HK$204.0 million
(30 June 2017: HK$191.3 million), contributing to approximately
36.5% (30 June 2017: 43.1%) of the Group’s total revenue, and
representing a slight increase of 6.6% from the revenue generated
in the corresponding period in 2017. Nevertheless, due to the keen
competition in the principal market of the lighting products of the
Group and rising of operating expenses, the segment profit margin
of Lighting Products Business decreased to approximately 1.7% for
the six months ended 30 June 2018 (30 June 2017: 6.1%) and the
segment profit decreased by approximately 70.8% to approximately
HK$3.4 million (30 June 2017: HK$11.6 million).

OUTLOOK AND PROSPECTS

Photovoltaic Power Generation Business

The board (the “Board”) of directors of the Company (the “Directors”)
expects the Yinchuan Project to be registered in the eighth batch of
the Reusable Energy Tariff Subsidy Catalogues (R] B4 BE/RE B M hn
BB E8E). If successful, the Board expects to receive settlements
of tariff adjustment receivables from the PRC Government, which will
improve the liquidity of the Group.

In the second half of 2018, the Group will continue to leverage the
knowledge and experiences of its management to evaluate and seek
appropriate opportunities for the further expansion of the Group’s
established Photovoltaic Power Generation Business and identify
opportunities with reasonable returns in the photovoltaic power
generation industry. The Group intends to focus on and further direct
resources to develop its Photovoltaic Power Generation Business
in accordance with the national policies. The Group will continue
to look for opportunities to further strengthen its capabilities and
expertise in this segment, including but not limited to participation
in the photovoltaic poverty alleviation program and other national or
regional photovoltaic programs to achieve sustainable development
of its Photovoltaic Power Generation Business. The Board believes
that the Photovoltaic Power Generation Business will continue to be
the Group’s main growth driver, and the strategic development of
the Photovoltaic Power Generation Business is for the benefit of the
Shareholders as a whole.
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Lighting Products Business

For the second half of 2018, it is expected that the Lighting Products
Business of the Group will continue to be adversely affected by the
intensified competition in its principal markets, rising costs of labour
and raw materials and possible tariffs imposed by the United States. In
case the market competition continues to intensify, the Group would
deploy its resources efficiently and shift the focus on other segments
of the Group so that the Group will generate long term return to the
Shareholders.

FINANCIAL REVIEW

Segment Information

The Group reported its financial information by two segments: (i)
Photovoltaic Power Generation Business and (ii) Lighting Products
Business. The table below is an analysis of the Group’s revenue,
segment profit and segment profit margin of its operation by segment
for the six months ended 30 June 2017 and 2018.

RAEMER

R=_F— )\¢T¥¢ BHRAKERAER
EBNBZBEETSHFNE KB TMR
PR £k A B S B AT E B0 RE AR B9

Flge - wWmEHRFHEME  ~5EKA
MARER  #EMBE TR EMOEIBER - #
imARRAIERERR -

it %% B

PHER
RNEBILEME D BIREELBIEER « () IREE
BEBRINBHEREL BHE-_ZT—tF

FZE—NFAAZ+THIAEAR  A£E
EoHEHELE E D HWEEDE
FEERHSFIIERET -

For the six months ended 30 June

2018
—E-N\E

% of Segment

BEAA=TRLEAEA

Segment
profit

Segment

% of  Segment profit

Revenue revenue profit  margin Revenue  revenue profit ~ margin
6 28 ez :
k& Bak aFEN  AE=R K&  Bak A
HK$'000 HK$'000 (%) HK$'000 HK$'000
TER TER (%)  THx ;
Photovoltaic Power Generation Y (R3S £ 7%

Business 355,465 63.5 316,407 89.0 252,828 56.9 214,303 84.8
Lighting Products Business RPEREDR 203,999 36.5 3,386 1.7 191,323 431 11,592 6.1
Total a5t 559,464 100 319,793 57.2 444151 100 225,895 50.9

Revenue Wz
During the six months ended 30 June 2018, revenue of the Group HE_Z—N\FXA=1+THI~EA  &&

was derived from the Photovoltaic Power Generation Business and
Lighting Products Business amounting to approximately HK$559.5
million, representing an increase of approximately 26.0% from
approximately HK$444.2 million for the six months ended 30 June
2017. The increase in revenue was mainly attributable to the revenue
contribution from the Photovoltaic Power Generation Business.

ERENXREEEBLBHEERESHRE
#9/5559,500,000/8 7T * REBZ =T —+F <
A=-+H1t/58 B 5#7444,200,00058 JT 18 hi
#26.0% o WS EEZH R HIRESE
TSR S B BRATER
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Gross profit and gross profit margin

During the six months ended 30 June 2018, the gross profit of
the Group increased by approximately 42.3% from approximately
HK$239.2 million for the corresponding period in 2017 to
approximately HK$340.5 million. The gross profit margin of the Group
improved from approximately 53.9% for the six months ended 30
June 2017 to approximately 60.9% for the corresponding period in
2018. The increase in both gross profit and gross profit margin of
the Group for the period was attributable to the contribution of the
Photovoltaic Power Generation Business while the gross profit margin
of which was significantly higher compared with the Lighting Products
Business.

Operating costs

During the six months ended 30 June 2018, the total operating cost
increased to approximately HK$50.2 million, representing an increase
of approximately 15.7% from approximately HK$43.4 million for the
corresponding period in 2017. The increase in operating cost was
primarily due to rising staff costs and other operating expenses.

Finance Costs

The Group recorded finance costs amounting to approximately
HK$4.9 million for the six months ended 30 June 2018 (30 June 2017:
HK$4.6 million). The Group incurred such finance costs during the
period mainly due to the interest expenses on bank borrowing, the
proceeds of which were primarily used to support the development
of the Photovoltaic Power Generation Business and general working
capital needs for the Group's corporate office.

Profit attributable to owners of the Company

Profit attributable to owners of the Company of approximately
HK$302.6 million was recorded for the six months ended 30 June
2018, as compared with a profit of approximately HK$202.9 million
attributable to owners of the Company for the corresponding period
in 2017. Earnings per share was 53.30 HK cents for the six months
ended 30 June 2018, as compared with earnings per share of 35.75
HK cents for the corresponding period in 2017.

LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2018, cash and cash equivalents of the Group were
approximately HK$66.2 million, representing an increase of 9.2%
from approximately HK$60.7 million as at 31 December 2017. This
was mainly due to release of pledged bank deposits after repayment
of the corresponding bank borrowing.

For the six months ended 30 June 2018, the Group’s primary source of
funding included cash generated from its operating activities and bank
borrowing.

42 China Baofeng (International) Limited ~ BT L (BE) AR AT

EFNRERE
HE-_Z—N\FXNAZTHLEAEAR  &A&
EHENHB T —tFREIAIA239,200,000
B TTIE IN4942.3% E #9340,500,00078 7T © 7%
SEEMERBEE-T—tFA=THIE
NEBMA53 9% INE =T — \FREH
#960.9% o ZNHAfE AN & B E ) & EF g
TR REEEBOERTE - HEFR X
RarBHERER 2 EFE -

A
BE_Z-/N\FXA=+HILXEAR - &

4 P K 1 0 & 4950,200,0008 T 0 8 =
T — + F [/ Hl 49 43,400,000 78 7T # 0 49
wj%oméﬁ$#ME$xmmEIﬁ$
REMEZERIEM -

k&R

BE-_Z—N\FA=TBHIEAMEA K&
B %15 91 75 & A 494,900,000 8 T (—ZE—+
FXA=1H 4,600,00087T) - AEBEHAR
EXUBERDEZHNRBRITEROF SR
T EEENRAGREIZARNIEY

ﬁ%$%$m¥EM&$E@¢¥% =
REBEBESTFK

RABHEE AR ER

BE_Z-N\FXA=+RHILXNMEAR -

SAREHA AEMLREFI4 A302,600,000%8
L mMZE -t FRBAMNKNARHEE AEWG
AR £202,900,0008 7T - HE T —/\
FRA=ZTHIANER - BREAEF A53.30%8
i M= —tFRPNERAFEA35.75
AL o

REBEETRMBER
RZZE—NFERNA=1+H XEERE MR
T ZEEWH A66,200,0008 7 R -F
—tF+ = A=+—HHK460,700,000/F T
EN9.2% + TEHNEEEBERITERE
R EIRIRIRITFK ©

HEZZE-NFRA=ZTHLEAEA &%
ENITEESRREREARERYELELR
T RERITIER ©



As at 30 June 2018, the Group had a total bank borrowing of
HK$250.0 million (31 December 2017: HK$275.5 million). The
Group'’s current ratio (current asset divided by current liabilities) was
3.6 times as at 30 June 2018, which was improved from 2.4 times as
at 31 December 2017.

INTERIM DIVIDEND
The Board does not recommend the payment of any interim dividend
for the six months ended 30 June 2018 (2017: Nil).

CAPITAL STRUCTURE

The Group manages its capital to ensure that entities in the Group will
be able to continue as a going concern while maximising the return to
Shareholders through the optimisation of the debt and equity balance.
The Group’s overall strategy remains unchanged from prior years.

The capital structure of the Group consists of (i) net debt, which
includes the bank borrowing, bills payable and net cash and cash
equivalents and pledged deposits, and (ii) equity attributable to
owners of the Group, comprising issued capital and reserves. As at 30
June 2018, net gearing ratio was 14.7% (31 December 2017: 18.9%).
This ratio is based on bank borrowings and bills payable less cash and
cash equivalents and pledged bank deposit divided by total equity.

As at 30 June 2018, the interest-bearing bank borrowing of the
Group that will become due within a year was HK$250.0 million (31
December 2017: HK$275.5 million), which carried interest at Hong
Kong Interbank Offered Rate (“HIBOR") plus 2.95% per annum
(“Loan A") (31 December 2017: HIBOR plus 1.7% per annum to
HIBOR plus 2.95% per annum). As at 30 June 2018 and 31 December
2017, Loan A was secured by a pledge of 252,600,000 ordinary
shares of HK$0.01 (the “Shares”) each held by Fung Teng Enterprises
Limited (“Fung Teng”), which is wholly owned by Mr. Dang Yanbao,
the Chairman and executive Director of the Company. As at 30
June 2018, bills payable amounting to RMB6.5 million (equivalent
to approximately HK$7.7 million) (31 December 2017: RMB79.5
million (equivalent to approximately HK$95.8 million)) were secured
by bank deposits of RMB6.5 million (equivalent to approximately
HK$7.7 million) (31 December 2017: RMB79.5 million (equivalent to
approximately HK$95.8 million)).

As at 30 June 2018, the Group’s cash and cash equivalents were
mainly held in Renminbi, US dollars and HK dollars.
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PLACING OF SHARES UNDER SPECIFIC MANDATE

On 24 May 2018, the Company and Fung Teng, a company wholly
owned by Mr. Dang Yanbao, Chairman and executive Director of
the Company, entered into a subscription agreement (“Subscription
Agreement”) pursuant to which Fung Teng has conditionally agreed
to subscribe for, and the Company has conditionally agreed to allot
and issue, 96,150,000 Shares (“Subscription Shares”) at HK$2.60 per
Subscription Share (the “Subscription”).

The closing price of the Shares on 24 May 2018, being the date on
which the terms of the issue were fixed, was HK$3.00 per Share as
guoted on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). The aggregate nominal value of the Subscription Shares
was HK$961,500 and the net issue price per Subscription Share was
approximately HK$2.59.

As stated in the 2017 annual report of the Company, as at
31 December 2017, the interest-bearing bank borrowings of the
Group that were provided by independent financial institutions and
will become due within a year was HK$275.5 million, and the interest
rate is based on HIBOR. The net gearing ratio of the Group was
18.9% as at 31 December 2017 and the interest expenses for the
financial year ended 31 December 2017 amounted to approximately
HK$9.4 million. In view of the potential increasing trend of HIBOR, the
Directors considered that the Subscription would enable the Group
to utilise the proceeds of the Subscription to repay the existing bank
borrowings of the Group, hence reduce its finance costs, lower the net
gearing ratio, increase the profitability and strengthen the financial
position of the Group.

The gross proceeds of the Subscription were estimated to be
HK$249,990,000, and the net proceeds of the Subscription (after
deducting all applicable costs and expenses reasonably incurred in
relation to the entering of the Subscription Agreement and the related
documents) were estimated to be HK$248,990,000 and all of the
net proceeds were intended to be used for repayment of the existing
interest-bearing loan in the principal amount of HK$250 million. As at
the date of this interim report, the loan of HK$250.0 million was fully
repaid by the Company.

As at 30 June 2018, all the conditions precedent of the Subscription
were not yet fulfilled. As at the date of this interim report, all the
conditions precedent of the Subscription were fulfilled and the
Subscription Shares have been allotted and issued to Fung Teng on 20
July 2018.

The Directors shall review the capital structure regularly, taking
into account the cost of capital and the associated risks. Based
on recommendations of the Board, the Group will maintain an
appropriate capital structure accordingly.
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GROUP’S EMOLUMENT POLICY

The Directors’ fees are determined by the Board as authorised by the
Shareholders in the annual general meeting. The Board shall consider
the recommendation of the remuneration committee of the Company
("Remuneration Committee”) with reference to the Directors’ duties,
responsibilities and performance and the results of the Group. Each
executive Director may also receive a year-end bonus in respect of
each financial year. The amount of such bonus will be determined by
the Board with reference to the recommendation of the Remuneration
Committee.

As at 30 June 2018, the Group has a total of nine (31 December
2017: nine) Directors and employed 214 (31 December 2017: 206)
employees. Total staff costs, including Directors’ emoluments,
amounted to approximately HK$28.5 million for the six months
ended 30 June 2018 (30 June 2017: HK$22.7 million). The Group’s
remuneration policies were determined with reference to the
performance, qualification and experience of individual employee, as
well as the results of the Group and the market conditions. The Group
also provided discretionary bonus, medical insurance and provident
fund to employees. The Company adopted a share option scheme on
21 June 2012, under which the Company can grant options to, among
others, employees of the Group to subscribe for Shares for rewarding
them for their contributions to the Group and providing incentives to
them to optimise their future contributions to the Group. Up to the
date of this interim report, no share option has been granted under
the share option scheme.

PLEDGE OF SHARES BY CONTROLLING SHAREHOLDER
On 23 December 2016, Fung Teng, a company wholly-owned by
Mr. Dang Yanbao, the Chairman, executive Director and a controlling
Shareholder of the Company, has pledged 252,600,000 ordinary
Shares in the issued share capital of the Company (the “Pledged
Shares”) in favour of Bank of Shanghai (Hong Kong) Limited (the
“Lender”) as a security (the “Share Pledge”) for a revolving credit
facility up to a maximum aggregate amount of HK$250 million
provided to the Company, by the Lender. As at 30 June 2018, the said
pledge was not released. The Pledged Shares represented in aggregate
approximately 44.50% of the issued share capital of the Company
as at 30 June 2018. As at 30 June 2018, Fung Teng was interested
in 360,000,000 Shares, representing approximately 63.41% of the
issued share capital of the Company. As at the date of this interim
report, the loan of HK$250.0 million was full repaid by the Company
and the Lender has issued a letter of release confirming full release of
the Share Pledge as at the date of this interim report.
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CONTINGENT LIABILITIES
As at 30 June 2018 and 31 December 2017, the Group did not have
any contingent liability.

SIGNIFICANT INVESTMENTS

The Group has commenced the development of its own infrastructure
for additional 40 megawatt output capacity of the photovoltaic power
generation since December 2017 and as at 30 June 2018, RMB187.5
million has been invested in this regard. It is expected that such
investment would contribute to the revenue and profit of the Group
for the year ending 31 December 2018. Save as disclosed, the Group
did not have any other significant investments as at 30 June 2018.

FUTURE PLANS FOR MATERIAL INVESTMENTS OR
CAPITAL ASSETS

In view of the positive development of the Photovoltaic Power
Generation Business, the Group will continue to develop the Yinchuan
Project to reach 390 megawatt output capacity of the photovoltaic
power generation at the end of 2018. In addition, the Group may
from time to time consider appropriate opportunities for expansion
of its photovoltaic power generation capacity through participation
in or acquisition of new projects. Save as disclosed herein, there
was no specific plan for material investments or capital assets as at
30 June 2018. In the event that the Group is engaged in any plan
for material investments or capital assets, the Company will make
announcement(s) and comply with relevant rules under the Rules
Governing the Listing of Securities of The Stock Exchange of Hong
Kong Limited (the “Listing Rules”) as and when appropriate.

MATERIAL ACQUISITIONS OR DISPOSALS

During the six months ended 30 June 2018, there was no material
acquisition or disposal of subsidiaries, associated companies and joint
ventures by the Group.

CHARGES ON ASSETS

As at 30 June 2018, bank deposits of RMB6.5 million (equivalent to
approximately HK$7.7 million) (31 December 2017: RMB79.5 million
(equivalent to approximately HK$95.8 million)) were pledged to a
bank for issue of bills payable. The Group’s land and buildings with
carrying value of HK$0.7 million (31 December 2017: HK$0.8 million)
were pledged to a bank to secure banking facilities granted to the
Group.
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FOREIGN EXCHANGE EXPOSURE

During the period under review, a significant part of the revenue
of the Group was denominated in Renminbi while the Group has
transactions invoiced in US dollars and bank loans drawn down
in HK dollars, and accordingly the Group was exposed to foreign
exchange risk. Save as disclosed herein, the amounts of other foreign
currencies involved in the Group’s operation for the six months ended
30 June 2018 were insignificant. The Group did not have a foreign
currency hedging policy and did not employ any financial instrument
for hedging purpose during the six months ended 30 June 2018.
However, the management monitored foreign exchange exposure
closely to keep the net exposure to an acceptable level.

CAPITAL COMMITMENT

As at 30 June 2018, the Group’'s capital commitment amounted to
approximately HK$17.9 million (31 December 2017: HK$44.8 million)
in respect of property, plant and equipment contracted but not
provided for.

CORPORATE GOVERNANCE

The Company endeavors to maintain a high standard of corporate
governance for the enhancement of its Shareholders’ value and
provide transparency, accountability and independence. The Company
has complied with the required code provisions set out in the
Corporate Governance Code (the “"CG Code”) contained in Appendix
14 of the Listing Rules during the six months ended 30 June 2018,
except for the following:

Under code provision C.2.5 of the CG Code, an issuer should have an
internal audit function. For the six months ended 30 June 2018, the
Company engaged an external accounting firm in the PRC to carry
out internal audit to a subsidiary of the Company involving in the
Photovoltaic Power Generation Business, nonetheless, the Company
did not have an internal audit function for the entire Group for the
period under review. Taking into account the size and complexity of
the operations of the Group, the Company considers that the existing
organisation structure and close supervision by the management
can maintain sufficient risk management and internal control of the
Group. However, the Board will review the need to set up an internal
audit function from time to time and may set up an internal audit
team if the need arises.

Save as disclosed above, the Board considers that the Company had
complied with the code provisions set out in the CG Code of the
Listing Rules during the six months ended 30 June 2018.
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Compliance with the Model Code for Securities
Transactions

During the six months ended 30 June 2018, the Group adopted the
Model Code for Securities Transactions by Directors of Listed Issuers
as set out in Appendix 10 to the Listing Rules (the “Model Code")
as the code of conduct regarding Directors’ securities transactions
in securities of the Company. Upon specific enquiry, each Director
confirmed that during his tenure in the six months ended 30 June
2018, he had fully complied with the required standard of dealings
and there was no event of non-compliance.

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS
AND SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES OF THE COMPANY AND
ITS ASSOCIATED CORPORATION

As at 30 June 2018, the interests and short positions in the ordinary
Shares, underlying Shares or debentures of the Company or shares,
underlying shares or debentures of any of its associated corporations
(within the meaning of Part XV of the Securities and Futures
Ordinance (the “SFO")) of the Directors and chief executive of the
Company that: (a) was required to be notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including the interests and short positions which the Directors
are taken or deemed to have under such provisions of the SFO); (b)
were in the register required to be kept pursuant to section 352 of the
SFO; and (c) were notified to the Company and the Stock Exchange
pursuant to the Model Code are set out as follows:

Interests and short positions in the Shares, underlying
Shares and debentures of the Company

Name of Director

EEfA

Capacity and nature of interest

B RESEME

Mr. Dang Yanbao (Note 2)
EEE LA (WE2)

Interest of controlled corporation

RS A B e as

Interest of controlled corporation

RS A B e as
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Percentage of the
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456,150,000 (L) 80.35%
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Notes:

1. The letter “L"” denotes a long position in the interest in the share capital
of the Company. The letter “S” denotes a short position in the interest
in the share capital of the Company.

2. Mr. Dang Yanbao, the Chairman and an executive Director of the
Company, is the sole shareholder and a director of Fung Teng and is
therefore deemed to be interested in 456,150,000 Shares in which Fung
Teng is interested under the SFO, among which 252,600,000 Shares
were pledged in favour of Bank of Shanghai (Hong Kong) Limited as
a security for a revolving credit facility up to a maximum aggregate
amount of HK$250,000,000 provided to the Company by Bank of
Shanghai (Hong Kong) Limited.

Interests and short positions in shares, underlying shares
and debentures of the associated corporations of the
Company

W -

1. [LEARRBRARHER 2FR - [SIHER
RERARROER AR °

2. WBEEHFRBEKRL  KNAREEFRNITE
FEHEERY(REBE—"RIEREF)HR
B A B #E 55 /9456,150,000 AR % 1
AR © E 252,600,000 % /% 15 E & #
T EBERIT(FB)EARAR - tEA EEERIT
(BB)ERQAAAQFIRBRESRS B
i%250,000,000 T 2 BIRIEERE 2 IER ©

RADFAMEBEIENRG HERSO K
EHFENERER KA

Percentage of
the associated
corporation’s

issued
share capital
Name of Capacity and Number 1L AE = E
Name of Director associated corporation nature of interest of share(s) BT
EEnA HE LB BB St kERME BHEE BARZzEDEE
Mr. Dang Yanbao (Note 3) Fung Teng Beneficial owner 1(L) 100%
EEEAE(HE3) I B ExnEEA
Notes: B
3. As at 30 June 2018, Mr. Dang Yanbao is the sole shareholder and a CEEBLRE AN

director of Fung Teng, which is the holding company of the Company. As
such, Mr. Dang Yanbao is interested in the shares of Fung Teng by virtue
of the SFO.

Save as disclosed above, as at 30 June 2018, none of the Directors and
chief executive of the Company had any interest or short position in
the Shares, underlying shares and/or debentures of the Company or
any of its associated corporations (within the meaning of Part XV of
the SFO) which (a) were required to be notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including the interests and short positions which the Directors
are taken or deemed to have under such provisions of the SFO); or
(b) were recorded in the register required to be kept pursuant to
section 352 of the SFO; or (c) were notified to the Company and the
Stock Exchange pursuant to the Model Code.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS IN SHARES AND UNDERLYING
SHARES OF THE COMPANY

As at 30 June 2018, so far as is known to the Directors and chief
executive of the Company, the persons/companies, other than a
Director or chief executive of the Company, who had interests or short
positions in the Shares and underlying Shares of the Company which
would fall to be disclosed to the Company and the Stock Exchange
under the provisions of Divisions 2 and 3 of Part XV of the SFO, or
which were recorded in the register required to be kept under section
336 of the SFO are set out as follows:

Interests in the Shares and underlying Shares

Name of Shareholder Capacity and nature of interest

BRREMR Bt REEME

Fung Teng (Note 2) Beneficial owner
I B (PI5E2) EnEAA

Beneficial owner

EmEEA
Notes:
1. The letter “L” denotes a long position in the interest in the share capital

of the Company. The letter “S” denotes a short position in the interest
in the share capital of the Company.

2. Fung Teng, a company incorporated in BVI with limited liability, is an
investment holding company with the entire issued share capital held by
Mr. Dang Yanbao, the Chairman and an executive Director, as at 30 June
2018.

3. Fung Teng is interested in 456,150,000 Shares, among which
252,600,000 Shares were pledged in favour of Bank of Shanghai (Hong
Kong) Limited as a security for a revolving credit facility up to a maximum
aggregate amount of HK$250,000,000 provided to the Company by
Bank of Shanghai (Hong Kong) Limited.
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Percentage of the
Company'’s issued
share capital
Number of Shares HARQRE BT
RGEE & A=
(Note 1)
(BfHE1)

456,150,000 (L) 80.35%
(Note 3)
(FzE3)

252,600,000 (S) 44.50%
(Note 3)
(F3E3)
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Save as disclosed above, so far as is known to the Directors and chief
executive of the Company, no other the persons/companies, other
than a Director or chief executive of the Company, who had interests
or short positions in the Shares and underlying Shares of the Company
which would fall to be disclosed to the Company and the Stock
Exchange under the provisions of Divisions 2 and 3 of Part XV of the
SFO, or which were recorded in the register required to be kept under
section 336 of the SFO.

SHARE OPTION SCHEME

The Company adopted a share option scheme (the “Scheme"”) for the
purpose of providing incentives and rewards to eligible participants
who contribute to the success of the Group’s operations. Since the
Scheme was effective on 21 June 2012, no share option was granted,
exercised, cancelled or lapsed under the Scheme during the period
under review and there was no outstanding share option under the
Scheme as at 30 June 2018.

RIGHTS TO ACQUIRE SHARES OR DEBENTURES

Save as disclosed under the section headed “Placing of Shares under
Specific Mandate”, at no time during the six months ended 30 June
2018 was the Company or any of its subsidiaries, or any of its fellow
subsidiaries, a party to any arrangement to enable the Directors
or chief executives of the Company or their respective associates
(as defined in the Listing Rules) to have any right to subscribe for
securities of the Company or any of its associated corporations as
defined in the SFO or to acquire benefits by means of acquisition
of Shares in, or debentures of, the Company or any other body
corporate.

CHANGES IN INFORMATION OF DIRECTORS

During the reporting period, the changes in information of Directors
to be disclosed pursuant to Rule 13.51B(1) of the Listing Rules are as
follows:

Mr. Dang Yanbao, the Chairman and an executive Director of the
Company, ceased to be a representative at the 11th People’s Congress
of Ningxia Hui Autonomous Region, the PRC since January 2018.

Dr. Tyen Kan Hee, Anthony, an independent non-executive Director,
is appointed as an independent non-executive director of Ourgame
International Holdings Limited (stock code: 6899), a company listed
on the Stock Exchange since March 2018. He also ceased to be an
independent non-executive director of Alpha Peak Leisure Inc., a
company listed on the TSX Venture Exchange Inc, since November
2017.

Mr. Xia Zuoquan, an independent non-executive Director ceased to be
the chairman of Shenzhen Ramos Digital Technology Co., Ltd.* (F3I

TE BRI AR AR in May 2016.
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PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

During the six months ended 30 June 2018, neither the Company nor
any of its subsidiaries has purchased, redeemed or sold any of the
Shares.

AUDIT COMMITTEE

The Company has established an audit committee (the “Audit
Committee”) with written terms of reference which have been
updated from time to time in compliance with the code provisions
set out in the CG Code. The primary duties of the Audit Committee
are to review and supervise the financial reporting process and
internal control systems of the Group. As at 30 June 2018, the
Audit Committee comprises three independent non-executive
Directors, namely Dr. Tyen Kan Hee, Anthony (chairman of the Audit
Committee), Mr. Xia Zuoquan and Mr. Guo Xuewen.

The unaudited condensed financial statements of the Company for
the six months ended 30 June 2018 have been reviewed by the Audit
Committee. Deloitte Touche Tohmatsu, the Group’s auditor, has
carried out a review of the Group’s unaudited condensed consolidated
financial statements for the six months ended 30 June 2018, which
is prepared in accordance with Hong Kong Accounting Standard 34
“Interim Financial Reporting” issued by the Hong Kong Institute of
Certified Public Accountants.

By order of the Board
China Baofeng (International) Limited
Dang Yanbao
Chairman and Executive Director

Hong Kong, 17 August 2018
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