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FINANCIAL STATEMENTS

GRS M B RREHRE

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 38, which comprise the condensed consolidated statement of
financial position as of 30 June 2019 and the related condensed
consolidated statement of profit or loss and other comprehensive
income, statement of changes in equity and statement of cash flows
for the six 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

16 August 2019
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CONDENSED CONSOLIDATED STATEMENT OF-PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME

G SEE R EtEEKER

For the six months ended 30 June 2019
HEZT—NF A A=THILNEA

Six months ended 30 June
BZEAA=1THIEAREA

2019 2018
—E-NF —E-N\F
RMB’000 RMB'000
AR TR ARETT
Notes (Unaudited) (Unaudited)
LiEss (REER) (REEEZ)
(Restated)
(5eE5)
Revenue gy 3 455,956 453,166
Cost of sales $HE AR (196,402) (177,396)
Gross profit E7 259,554 275,770
Other income, gains and losses HaWA - e K Esia 4 17,190 17,544
Selling expenses BEME (10,949) (10,190)
Administrative and other expenses THREMAS (34,890) (30,461)
Finance costs M ER 5 (14,089) (3,984)
Profit before taxation % B BRI 6 216,816 248,679
Income tax expense FriEsfif s 7 (26,579) (3,608)
Profit for the period H R 190,237 245,071
Other comprehensive income (expense) HREmeEkE (L)
for the period
ltem that will not be reclassified to Hig T esmnEs
profit or loss: BEHIER -
Exchange differences arising on et EEME B25 |G
translation from functional currency to EANEREZR
presentation currency - 18,050
Item that may be reclassified subsequently ~EZA[geEFHHEE
to profit or loss: BEMIEE -
Exchange difference arising on BRERINEBELER
translation of foreign operations (342) (20,075)
(342) (2,025)
Total comprehensive income HAZERELEE
for the period 189,895 243,046
Earnings per share — Basic AN -EAX 28.66 cents 43.17 cents
9 28.66 7 43175

4 China Baofeng (International) Limited T L (ER) ARG



SCONDENSED CONSOLIDATED STATEMENT OF

FINANCIAL POSITION

RZF

AR S M BRI &

At 30 June 2019
E—hEAA=TH

At At
30 June 31 December
2019 2018
R-ZE-HF RZZT-N\F
ANA=+H tZH=1+—H
RMB’000 RMB'000
AR¥T T ARBTIT
Notes (Unaudited) (Audited)
B 5T (REEZ) (E;%)
(Restated)
(seEH)
Non-current Assets IRBEE
Property, plant and equipment ME - BB KERE 10 2,323,394 283,777
Right-of-use assets FREEE 10 19,861 -
Rental deposit HERS 1,145 -
Deposit for other borrowing HinfERmife 8,400 -
Deferred tax asset EEFRIEE E 601 1,158
Intangible asset B EE 369 409
2,353,770 285,344
Current Assets REBEE
Inventories FE 11 18,993 29,511
Trade and other receivables B 5 N E b fE W IR 12 316,427 153,003
Contract assets BREE 13 1,275,699 1,020,104
Prepaid rental expenses for KRB EFENEHEE A
photovoltaic facilities 14 - 36,324
Pledged bank deposits EHEAIRITIFH = 1,349
Bank balances and cash RITEEBR NIR S 376,585 72,595
1,987,704 1,312,886
Current Liabilities =N
Trade and other payables B 5N E b EA IR 15 63,562 113,536
Lease liabilities HEasE 5,215 -
Provision B 16 13,743 14,018
Amount due to ultimate holding FER R AR A B FRIA
company 17 3,762 7,040
Amount due to a photovoltaic JE T S IR 3R e it FE P SR 1A
facilities provider 18 865,499 -
Tax payable e 18 7.524 3,318
Other borrowing Hib gk 19 29,566 -
988,871 137,912
ZZE—AFPHIH/E  Interim Report 2019



At At

30 June 31 December

2019 2018

RZE—h&E RZZE—NF

RB=+H tZA=+—H

RMB’000 RMB’'000

ARET ARET T

Notes (Unaudited) (Audited)

b5 (REEZR) (©&EZ)

(Restated)

(&E5)

Net Current Assets REEERE 998,833 1,174,974

Total Assets less Current Liabilities EEHRERABERE 3,352,603 1,460,318
Non-current Liabilities kRBEE

Lease liabilities HEBE 15,102 -

Other borrowing HiEx 19 1,673,800 -

Deferred tax liability EEFIBEE 13,692 204

1,702,594 204

Net assets EEEE 1,650,009 1,460,114
Capital and Reserves R A E

Share capital A% A 20 5,515 5,515

Reserves s 1,644,494 1,454,599

Total Equity BRRESS 1,650,009 1,460,114

6 China Baofeng (International) Limited
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N
CONDENSED CONSOL TED STATEMENT OF CHANGES IN EQUITY

ARG S R R

For the six months ended 30 June 2019
HEZZT-—NFHA=t+HILA~EAR

Statutory

Share Share Special surplus Translation  Retained

capital  premium reserve reserve reserve profits Total
EEBH

BRE  RORE HARE i EXRE RERN @5t
RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000  RMB'000
ARETT ARETR ARETT ARSTR ARETT AR®TR ARETRL

(Note a) (Note b)
(Misxa)  (W3Eb)

At 1 January 2019 (audited) (restated) R=ZE—AE—F—A

(&%) (BE5) 5515 458,895 (1) 109,778 3,919 882,008 1,460,114

Profit for the period Clayarll - - - - - 190,237 190,237
Exchange differences arising on BERNEBERZR

translation of foreign operations - - - - (342) - (342)

Total comprehensive (expense) income  HIN2E (X ) a L8

for the period - - - - (342) 190,237 189,895
Transfer B - - - 20,639 - (20,639) -
At 30 June 2019 (unaudited) RZE-NE~A=1+H

(REER) 5515 458,895 (1) 130417 3,577 1,051,606 1,650,009

At 1 January 2018 (audited) (restated) H=Z—\F—F—H
)

(B2 (BET|) 4,693 246,527 Y 59,119 5,493 490,703 806,534
Profit for the period MR E7| - - - - - 245071 24507
Exchange differences arising on M ERBERZTERES

translation from functional currency ~ HERZE

to presentation currency - - - - 18,050 - 18,050
Exchange differences arising on BERHNEBEIZR
translation of foreign operations - - - - (20,075) - (20,075)
Total comprehensive (expense) income SR 2E(FHX) WL 58
for the period - - - - (2,025) 245,07 243,046
Transfer B - - - 27,257 - (27,257 -
At 30 June 2018 (unaudited) (restated) H#=ZT—N\FRA=TH
(kg8 (KEF|) 4,693 246,527 Y 86,376 3,468 708,517 1,049,580
Notes: PREE
a.  Special reserve represents the reserve arising from group reorganisation a. BERIFEHER T —_FHETEESEHES
in2012. I e
b.  Inaccordance with relevant laws and regulations for foreign investment  b.  {XKIEFEARLME ([HE ) INEGIREDE
enterprises in the People’s Republic of China (the “PRC"), the PRC HEEEER - PR B A RARRRER
subsidiaries are required to transfer 10% of their profit after taxation PR EOEAE R BRE
reported in their statutory financial statements prepared under relevant R ETEVBREPMENRRIZ R 2
accounting principles and financial regulations applicable to enterprises 10% 8 B BIA e B -

established in the PRC to the statutory surplus reserve.

ZE-NFRE®RE Interim Report 2019 7



CONDENSED CONSOLIDATED STATEMENT-OF CASH FLOWS

FAGERSRER

For the six months ended 30 June 2019
HEZT—NF A A=THILNEA

Six months ended 30 June
BZEAA=1tHIAER

2019 2018
—E-NEF —E-N\F
RMB’000 RMB'000
AR¥T AR¥ET T
(Unaudited) (Unaudited)
(REER) (RE&E=Z)
(Restated)
(is=%)
Net cash from operating activities REEBHABRESFHE 43,411 57,788
Investing activities RETEE
Purchase of property, plant and equipment BEWE WMENMERE (17,419) (110,911)
Withdrawal of pledged bank deposits R EEFRITIFR 1,349 98,700
Interest received B U H 8 245 761
Deposits paid for acquisition of property, s - BE REE
plant and equipment MEHES = (16,200)
Net cash used in investing activities RETHFTARESEE (15,825) (27,650)
Financing activities RMEEE
Advance from a photovoltaic 2R B R 3R e L e P O ERA R
facilities provider 300,000 -
Interest paid BRFLE (11,367) (3,984)
Deposit paid for other borrowing HuEZmedHe (8,400) -
Repayment to ultimate holding company A B AP AR A R X (3,278) -
Repayment of lease liabilities BEHEERE (570) -
Repayment of bank borrowings BERITERX - (20,655)
Net cash from (used in) financing activities BMETEMRES(FMA)REREA 276,385 (24,639)
Net increase in cash and cash equivalents ReRBESESEYIEINTFE 303,971 5,499
Cash and cash equivalents at beginning REBAZHERESEEY
of the period 72,595 50,349
Effect of foreign exchange rate changes EXEHNTE 19 (212)
Cash and cash equivalents at the end of RERZRERESZEEY
the period, represented by —ERITAESRRRS
bank balances and cash 376,585 55,636

8 China Baofeng (International) Limited
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1A.

NOTES TO THE CONDENSED CONSOLIDAT

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, Caymans Islands and 3401, 34/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.

Prior to 1 January 2019, United States Dollars (“US$") was
regarded as the functional currency of the Company and the
consolidated financial statements were presented in Hong Kong
Dollars (“HK$"). During the current interim period, the directors
of the Company consider that as a result of continued focus
on the photovoltaic power generation business in the People’s
Republic of China (the “PRC") and the significant acquisition of
the 350-megawatt photovoltaic power generation equipment
(the "Equipment”) which was financed by a source of funding in
the PRC, the primary economic environment in which the Group
operates has changed and it is more appropriate to use Renminbi
("RMB") as the functional currency. The presentation currency
is also changed to RMB in line with the change in functional
currency.

The change in functional and presentation currencies was
accounted for in accordance with Hong Kong Accounting
Standard 21 "The Effects of Changes in Foreign Exchange Rates”
("HKAS 21"). The effects of the change in presentation currency
have been accounted for retrospectively with comparative
figures restated. The comparative information in these unaudited
condensed consolidated financial statements has been restated to
reflect as if RMB has always been the presentation currency of the
Group. The change in functional currency of the Company was
applied prospectively from the date of change in accordance with
HKAS 21.

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”).

SIGNIFICANT EVENTS AND TRANSACTIONS IN
THE CURRENT INTERIM PERIOD

In May 2019, the Group has completed the acquisition of the
Equipment with the finance lease agreement. The consideration
of the Equipment amounted to RMB2,336,133,000,
which included value-added tax (“VAT"”) in the amount of
approximately RMB268,759,000. The details of the acquisition
of the Equipment are disclosed in note 10.

ED.
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1A.
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PRINCIPAL ACCOUNTING POLICIES
The condensed consolidated financial statements have been
prepared on the historical cost basis.

Other than changes in accounting policies as described below
and 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 2019 are the same as those followed in the preparation of
the annual financial statements of the Group for the year ended
31 December 2018. In addition, the Group has applied the
following accounting policy during the current interim period.

Change in functional currency and presentational
currency of the Company

The change in functional currency of the Company was applied
prospectively from the date of change. All items were translated
into RMB at the exchange rate on that date. The cumulative
currency translation differences which had arisen from the
translation of foreign operations up to the date of the change in
functional currency were not reclassified from equity to profit or
loss until the disposal of the relevant operations.

The change in presentation currency of the Company was
applied retrospectively, as if the new presentation currency had
always been applied.

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 and
an interpretation issued by the HKICPA which are mandatorily
effective for the annual period beginning on or after 1 January
2019 for the preparation of the Group’s condensed consolidated
financial statements:

HKFRS 16 Leases
HK(IFRIC) — Int 23

Uncertainty over Income Tax
Treatments

Amendments to HKFRS 9 Prepayment Features with Negative
Compensation
Amendments to HKAS 19 Plan Amendment, Curtailment or
Settlement
Amendments to HKAS 28  Long-term Interests in Associates
and Joint Ventures
Annual Improvements to HKFRSs
2015 -2017 Cycle

Amendments to HKFRSs

China Baofeng (International) Limited T L (ER) ARG
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PRINCIPAL ACCOUNTING POLICIES (Continued)
Application of new and amendments to HKFRSs
(Continued)

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

2.1

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

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

2.1.1 Key changes in accounting policies resulting

from application of HKFRS 16

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

Definition of a lease

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

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

As a lessee

Short-term leases

The Group applies the short-term lease recognition
exemption to leases of land and buildings and
photovoltaic facilities that have a lease term of 12
months or less from the commencement date. Lease
payments on short-term leases are recognised as
expense on a straight-line basis over the lease term.

2.
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2. PRINCIPAL ACCOUNTING POLICIES (Continued) 2. FEEHHES)

21 EAERMBREZERNE165

2.1 Impacts and changes in accounting policies of

12

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

The cost of right-of-use asset includes:

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

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

° any initial direct costs incurred by the Group;
and

° an estimate of costs to be incurred by the
Group in dismantling and removing the

application on HKFRS 16 “Leases” (Continued) [HE INKERSHBERES
(%)
2.1.1 Key changes in accounting policies resulting 211 ERERMBREERE16
from application of HKFRS 16 (Continued) FERZENBREIESD
(%)
As a lessee (Continued) EAEZTN (4)
Right-of-use assets EREEE

BESHEEN  ARERE
#0594 B 8 (BRI A E AT ¢t
5 B ) R A -
R A E R AR A
28 MR ERRNE
WP E R E OB
T URE -

ERREENKABYE

o HMEABVRIENS
2B

o MHABBHRZAED
I ERITEE N BURE AT
W ERI T EEE

o  AEBEEAMNEADSG
BEARAK R

o AEBEYREBHRIAH
BE  BERZEEMR

underlying assets, restoring the site on which 7 Bk KA & EIRIE
it is located or restoring the underlying asset EREBRRRIEEHRTE
to the condition required by the terms and RIAR L A E AR RO TR RTAK
conditions of the lease. 7N o

Right-of-use assets in which the Group is reasonably
certain to obtain ownership of the underlying leased
assets at the end of the lease term is depreciated
from commencement date to the end of the useful
life. Otherwise, right-of-use assets are depreciated on
a straight-line basis over the shorter of its estimated
useful life and the lease term.

The Group presents right-of-use assets as a separate
line item on the condensed consolidated statement
of financial position.
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2. PRINCIPAL ACCOUNTING POLICIES (Continued) 2. FEEHHES)

21 EAERMBREZERNE165

2.1 Impacts and changes in accounting policies of

application on HKFRS 16 “Leases” (Continued) [HE INKERSHBERES
(&
2.1.1 Key changes in accounting policies resulting 211 EREBBBHREERE 16
from application of HKFRS 16 (Continued) RERZEHNBREIESD
(%)
As a lessee (Continued) TERATAN (&)
Leasehold land and building e REF

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

Refundable rental deposits

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

Lease liabilities

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

The lease payments include:

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

o variable lease payments that depend on an
index or a rate;

° amounts expected to be paid under residual
value guarantees;

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

o payments of penalties for terminating a lease, if
the lease term reflects the Group exercising the
option to terminate.

HREEEEL M REFTHD
MMERENFME - W
RE XA SN AE LR
BFHo <K BIEE
BYURE2INHAKTENY
% BB KkEE -

REMERE
REEXNEERSRE
BAMBRELENFIR &
BITAIARYRAFHEDNS
FHE - R ERRKH QT
BRERRSBRIMEER K
Wt AERREEKAA °

HERE

REEMRBAH  KNEEIR
EEARXMNBEENRHR
BEEANEHERE - &
SAEHEEMNTHRERS -
HEFRESOMES5E
o RIAREEEREHEER
A Y IE 8 ERRAE -

HENHEE :

e BEMNFZ(BEELDE
TE 55K I8k T fa] 8 Us
EEF

. ERIEMEFIEMTE
MER

o FIHEBEERTEHX
HEEE

s A/EMEARE[ITRE
MEERNITEE &

o RRIEMEMHAE
K WEEIRRAEE
TTFEAR L -
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PRINCIPAL ACCOUNTING POLICIES (Continued)
Impacts and changes in accounting policies of
application on HKFRS 16 “Leases” (Continued)

2.1.1 Key changes in accounting policies resulting

from application of HKFRS 16 (Continued)

As a lessee (Continued)

Lease liabilities (Continued)

After the commencement date, lease liabilities are
adjusted by interest accretion and lease payments.

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

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

o the lease payments change due to changes
in which cases the related lease liability is
remeasured by discounting the revised lease
payments using the initial discount rate.

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

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

° the consideration for the leases increases by
an amount commensurate with the stand-
alone price for the increase in scope and
any appropriate adjustments to that stand-
alone price to reflect the circumstances of the
particular contract.

For a lease modification that is not accounted for
as a separate lease, the Group remeasures the lease
liability based on the lease term of the modified lease
by discounting the revised lease payments using a
revised discount rate at the effective date of the
modification.
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2.

PRINCIPAL ACCOUNTING POLICIES (Continued)
Impacts and changes in accounting policies of
application on HKFRS 16 “Leases” (Continued)

2.1

2.1.1

2.1.2

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

As a lessee (Continued)

Taxation

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

For leasing transactions in which the tax deductions
are attributable to the lease liabilities, the Group
applies HKAS 12 “Income Taxes” requirements to
right-of-use assets and lease liabilities separately.
Temporary differences relating to right-of-use
assets and lease liabilities are not recognised at
initial recognition and over the lease terms due to
application of the initial recognition exemption.

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

Definition of a lease

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

For contracts entered into or modified on or after
1 January 2019, the Group applies the definition
of a lease in accordance with the requirements set
out in HKFRS 16 in assessing whether a contract
contains a lease. Specifically, the Group assessed its
contract on sales of electricity and considered that
the contract entered into with the state grid company
does not confer the state grid company with the
right to control the use of the solar power plant. The
Group is the party who has right to direct how and
for what purpose the solar power plant by making
the decisions about how the plant is operated and
maintained for electricity generation. Therefore, the
contract on sales of electricity does not meet the
definition of a lease set out in HKFRS 16.

2.

FESTEEE)
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PRINCIPAL ACCOUNTING POLICIES (Continued)
Impacts and changes in accounting policies of
application on HKFRS 16 “Leases” (Continued)

2.1.2 Transition and summary of effects arising from

initial application of HKFRS 16 (Continued)

As a lessee

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

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

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

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

On transition, the Group has made the following
adjustments upon application of HKFRS 16:

As at 1 January 2019, the Group recognised
additional lease liabilities and right-of-use assets
at amounts equal to the related lease liabilities by
applying HKFRS 16.C8(b)(ii) transaction.
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2. PRINCIPAL ACCOUNTING POLICIES (Continued)
2.1 Impacts and changes in accounting policies of
application on HKFRS 16 “Leases” (Continued)

2.1.2 Transition and summary of effects arising from

2. FESHHBE#E)
2.1 EREBMBEHRELERFE165

[AE W E

(&

REstBEEH
212 IS ERERMBHREER

initial application of HKFRS 16 (Continued)

As a lessee (Continued)

When recognising the lease liabilities for leases
previously classified as operating leases, the
Group has applied incremental borrowing rates
of the relevant group entities at the date of initial
application. The weighted average incremental
borrowing rates applied by the relevant group
entities range from 4.33% to 4.9%.

FI6EFELENBERSE
BE(E)

TERETA (&)
RERLHDEAKEN
BEvHENTHESEGR
REBEEHBRYIZERH
HEHERER 2 IEEMEN
FE - HASEEEEADN
EFHIEEERFNENTF
433%E4.9% 2@ °

At 1 January

2019
R-ZZE-IF
—H—H
RMB’'000
AREF T
Operating lease commitments disclosed R-E—NF+-A=+—H
as at 31 December 2018 (restated) Fr g 58 « S & T E R (R E5) 12,018
Less: Recognition exemption — short-term leases i : MR A% — EHEE (5,293)
6,725
Lease liabilities discounted at relevant HR-_T—-NF—-—HA—-HBEARES
incremental borrowing rate relating to TS REERIE 1657 B EREE
operating leases recognised upon application  HEH B 2 IZIEREL S E X F =
of HKFRS 16 as at 1 January 2019 PrRGEREVHE 5,853
Analysed as PaR)iv=
Current ED 873
Non-current TR ED 4,980
5,853
Right-of-use
assets
FEREEE
RMB'000
AEETTT
The carrying amount of right-of-use assets, RZZE-NF—HA—BEREEH
related to operating leases recognised upon HBREERIE 1657 & ERLEM
application of HKFRS 16 as at 1 January 2019 S8 EREEERDESE
comprises the following: AT &IE -
Land and buildings T RIEF 5,853
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2. PRINCIPAL ACCOUNTING POLICIES (Continued)
2.1 Impacts and changes in accounting policies of
application on HKFRS 16 “Leases” (Continued)

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

As a lessee (Continued)
The following adjustments were made to the
amounts recognised in the condensed consolidated
statement of financial position at 1 January 2019.
Line items that were not affected by the changes
have not been included.

2. FESHEBE#E)
2.1 EREBMBEHRELERFE165
[HHE N ENRSHTBEREH

(&

212 AFEAEBHBREER

BI6RTEENBERSE
BE(E)

TERATN ()
RR-ZF-NE-—A—HAH
R HRRRERLZE
BIEHATRE - RXEH
FEZABYEBREENA -

Carrying Carrying
amounts amounts
previously under
reported at HKFRS 16
31 December at 1 January
2018 Adjustments 2019
R-ZE-N#F
SRl —HA—H
R=ZB-NEF REEBHMEK
+=A HEZER
=+—H #1658
EHmZREE A ZREE
RMB"000 RMB'000 RMB'000
ARETT AREBTT ARETT
Non-current Assets ERBEE
Right-of-use assets FRAEEE - 5,853 5,853
Current Liabilities REBEE
Lease liabilities HEAE - 873 873
Non-current liabilities FEREBEME
Lease liabilities HEaE - 4,980 4,980
Note: For the purpose of reporting cash flows from e BT —NLE~A
operating activities under indirect method for the six =+ BN EAREREE
months ended 30 June 2019, movements in working FERWMEEEBER
capital have been computed based on opening ERMEME BELESH
statement of financial position as at 1 January 2019 HERE EXABRERZ

as disclosed above.
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3.

REVENUE AND SEGMENT INFORMATION
An analysis of the Group’s revenue for the period is as follows:

3.

Wk o BER
AT SRS BHARK ST

Six months ended 30 June

BEXNA=tHILAEAR

2019 2018
—E-hF —E-)\F
RMB’000 RMB'000
AR¥ET T AREFTT
(Unaudited) (Unaudited)
(REER) (REgE=Z)
(Restated)
(&&E7))

Revenue from photovoltaic FARBEEF IS

power generation

- Sales of electricity —FNHEE 79,797 84,017
— Tariff adjustment (note) —EEFHE(ME) 208,297 203,910
Sales of lighting products REAEMIHE 167,862 165,239
455,956 453,166

Note: As stated in the 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.

For photovoltaic power generation, revenue for the period is
recognised when electricity is generated and transferred to the
customer.

For sales of lighting products, revenue for the period is
recognised at a point in time when the control of goods has
transferred, being when the goods have been transferred to the
customer's specific location.

All sales contracts are for the periods of one year or less. As
permitted under HKFRS 15 “Revenue from Contracts with
Customers”, the transaction price allocated to these unsatisfied
contracts is not disclosed.

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.

MizE B E ALl - S REBLEE
BRETHEAREMAFTEREN 2
B Y (3 7 K 53 BE 3% B IR T B AR BB TR
BEETOEBEHE -

A REEMS  BARSEREELE
BEEPRER -

REHERHENS - BAKSRES
SHIENY  DEACHBEESEE
i BB RS -

PRAHEAN TN —F A TR ARE
17 - MRBBMBREEE 155 [F
Fa#tWes A TERESEKE
HZERERENNZHE °

LEIR D B RS D #RE M A AR A
ATES(NETEEERRATEIESR
BRREAN]))RENEMIETRER
X EF MM REF -
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3. REVENUE AND SEGMENT INFORMATION
(Continued)
The Group's operating and reportable segments under HKFRS 8
“QOperating Segments” 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 2019 (unaudited)

Wi Ko EBE R (#)

REFBMBREENFEIR LN
] AEENKERATRED AT

(i) RRBEXBEEINHEE - KX
(GREREMNFAE 2R BER
BE(REE] -

(i) WAERXBERAERFE &
ERHRAER  BS KAA
& REAFKE fa ([ 089 E & 38
g

/7

REBAEES ML EELLED

Dk
o S|

DM ERFE
AT RIREE D a8 0 1 R &R B st )
KB

BE-Z-—hFEXA=+HLEAMEA
(REER)

Photovoltaic Sales of
power lighting
generation products Total
RAER
KRBT HE st

RMB’000 RMB’000 RMB’000

ARBTT AR®BTRT AR®TR

SEGMENT REVENUE 2R
External sales GNER G
Segment profit (loss) DEDR N (EE)
Unallocated income T HBZ WA
Unallocated expenses T HB2RAX
— Administrative and other expenses — TR REMASL
— Finance costs —BBER
Profit before taxation B 75 B v )
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REVENUE AND SEGMENT INFORMATION 3.

(Continued)

Segment revenue and results (Continued)
For the six months ended 30 June 2018 (unaudited)

Wk o EBER#)

7 BB I SRR ()
BE-8-N\FAA=+tHLEAEA

(restated) (RBEZ) (REH)
Photovoltaic Sales of
power lighting
generation products Total
FREA E
HIRFEE Fich= 5T
RMB’'000 RMB'000 RMB’'000
AREFT ARBTIT ARETT
SEGMENT REVENUE 2k
External sales SNEBEHE 287,927 165,239 453,166
Segment profit 53 &8 F 256,290 2,743 259,033
Unallocated income T D2 WA 823
Unallocated expenses T HB2RAX
— Administrative and other expenses — 1T REMAS (7,193)
— Finance costs -~ EBH (3,984)
Profit before taxation B 758 B v 1) 248,679

Segment profit represents the profit earned by each segment
and hence is arrived at without allocation of certain income and
expenses (including other income, gains or losses, administration
and other expenses and finance costs). This is the measure
reported to the CODM of the Company, for the purposes of
resources allocation and assessment of segment performance.

—E AR

7 B A A

XD EREREVEF - Fuk Ty
BATOERETWRARFAX (BEEM
WA -~ W EE -
KRB ER)GH -
LERARABRENTTE - UHETER
DEMFHE D RERIR

TR N BB S A
T mARREE
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3. REVENUE AND SEGMENT INFORMATION 3. k@R HBER &)
(Continued)
Geographical information hEE R
The Group's operations are located in Hong Kong, the PRC NEFBEBURELE  FRH(TABRES
(excluding Hong Kong) and North America. ) RAEZEM -
Information about the Group’s revenue from external customers REBREBERAEETRINEYH M 2L &
based on the location to which goods are physically delivered BAERNMEE D KGN R
and the location of electricity transmission, and information BRI EENMIBEMNEESONIERTE
about its non-current assets based on geographical location of ENEREY M
the assets is set out below:
Non-current assets
(other than deferred tax asset,
Revenue from deposit for other borrowing
external customers and rental deposit)
FREBEE
(BEHEEE HttERNAS
RENMDEFhE REERSRKRIH)
Six months ended As at As at
30 June 30 June 31 December
BZXA=tH 2019 2018
EREA ® i
2019 2018 —E-RF —E-N\F
—E-1F —EN\F RA=tH TZA=+—H
RMB'000 RMB'000 RMB'000 RMB'000
ARETR ARETFT ARETR ARETR
(Unaudited) (Unaudited)  (Unaudited) (Audited)
(REER) (RE=ER) (REER) (fEE%)
(Restated) (Restated)
(LE7]) (fEE5)
Hong Kong B8 - - 17,926 3,002
PRC HE 288,094 287,927 2,324,567 279,531
United States of America e 163,698 163,612 1,131 1,653
Canada mnex 4,164 1,402 = -
Others Hif - 225 - -
Total revenue/non-current assets Wizt SEREEERR 455,956 453,166 2,343,624 284,186
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4,

OTHER INCOME, GAINS AND LOSSES 4.

HA - WEREE

Six months ended 30 June

BEXNA=tHILAEAR

2019 2018
S R
RMB’000 RMB'000

AR¥T ARBTIT
(Unaudited) (Unaudited)

(REER) (REgE=Z)
(Restated)
(&E7))

Imputed interest income on tariff adjustment FtE & FEEUFIER Rt
receivables (Note 13) FEWA (HFE13) 16,666 8,157
Government grants (Note) AT B (B EE) - 7,483
Bank interest income HRITH B A 245 761
Net foreign exchange gain GINGEE BB 7, U 2% BB 181 858
Sundry income ESSETLN 98 285
17,190 17,544

Note: The government grants represented the amount received
from local government by the PRC subsidiary of the Group in
subsidising certain tax payments. Government grants represented

unconditional incentive received in relation to activities carried out

by the Group.

WA B B fE AN SR B R Y A R E
BRI S THRAERX NS
# o BB A RBIRETEE AT

YER B A P B

FINANCE COSTS 5. MHKER
Six months ended 30 June
BEXB=THLAEA
2019 2018
—E-NF —E-N\F
RMB’000 RMB"000
ARMF T ARBTFT
(Unaudited) (Unaudited)
(RBER) (REEEZ)
(Restated)
(&&E7)
Interest expense on other borrowing E M ERF SR 12,036 -
Imputed interest on amount due to JE ST — 1 ¢ (R 3% e L JE P
a photovoltaic facilities provider FEET AR 1,862 -
Interest on lease liabilities HEaENE 191 -
Interest expenses on bank borrowings RITERFEFX - 3,984
14,089 3,984
ZZE—AFPHIH/E  Interim Report 2019
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6. PROFIT BEFORE TAXATION 6. BREBEADEF

Six months ended 30 June

BEXNA=tHILAEAR

2019 2018
S R
RMB’000 RMB'000

AR¥T ARBTIT
(Unaudited) (Unaudited)
(REEZ) (REFEZ)

(Restated)
(&=E%)
Profit before taxation has been arrived MBI AR FIE R T 5 &IE
at after charging:
Staff costs, including directors’ remuneration B TR A (BIEEEME)
Salaries, wages and other benefits HFe - TEREMEF 24,808 22,494
Retirement benefits scheme contributions iR ki@ Fl5H &4 2k 610 597
25,418 23,091
Allowance for obsolete and slow moving B KT EEE
inventories (included in cost of sales) (Gt ASHERKAK) 212 -
Amortisation of intangible asset A EHN 40 38
Auditor’s remuneration 1% BRI Bl <& 522 486
Cost of inventories recognised as expenses 2 #3255 = 17 & Ak 2 131,528 130,664
Depreciation of property, plant and ME - BEREEITE
equipment 14,237 3,055
Depreciation for right-of-use assets TREEENE 824 -
Design and sampling costs, including staff — &R&EF REmKA - BFEE THRA
costs of RMB 1,352,000 (for the six months A ER#1,352,0007T (8=
ended 30 June 2018: RMB1,711,000) —E-\FRA=tHI
NMEA - AE#1,711,0007T) 2,761 2,913
Net foreign exchange gain PE 54 W e 558 181 858
Lease classified as short-term lease NEARHMENHE
— rented premises —HEwE 3,980 5,803
- photovoltaic facilities — JARE 36,324 38,462
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INCOME TAX EXPENSE 7.
Six months ended 30 June
BEASA=1THLEAER
2019 2018
—E-hE ZE-N\F
RMB’000 RMB’'000
ARBT R AR¥ET T
(Unaudited) (Unaudited)
(REER) (REgEZ)
(Restated)
(g=E75)
Current taxation: BREA%IIR -
- Hong Kong Profits Tax —BBNER 234 1,473
- PRC Enterprise Income Tax (“EIT") — RIS
(TREMFH ) 13,197 674
— Withholding tax in the PRC — R EIFEIR = 2,005
13,431 4,152
Overprovision in prior period: BT AR
— Overseas taxation —/BHNRIE — (402)
- Withholding tax in the PRC —hEFER (890) -
(890) (402)
Deferred taxation charge (credit) RIEFRIES M (ER)
- Hong Kong Profits Tax —BBNER 538 (142)
— Withholding tax in the PRC — R EFER 13,500 -
14,038 (142)
Total st 26,579 3,608
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INCOME TAX EXPENSE (Continued)

On 21 March 2018, the Hong Kong Legislative Council passed
The Inland Revenue (Amendment) (No. 7) Bill 2017 (the “Bill")
which introduces the two-tiered profits tax rates regime. The
Bill was signed into law on 28 March 2018 and was gazetted on
the following day. Under the two-tiered profits tax rates regime,
the first HK$2 million of profits of qualifying corporation will be
taxed at 8.25%, and profits above HK$2 million will be taxed at
16.5%. The profits of group entities not qualifying for the two-
tier profits tax rates regime will continue to be taxed at a flat rate
of 16.5%. For the relevant period in the six months ended 30
June 2019, Hong Kong profits tax of the qualifying corporation
in the Group is calculated in accordance with the two-tiered
profits tax rates regime. The profits of other corporations in
the Group which are not qualified for the two-tiered profits tax
rates regime will continue to be taxed at the rate of 16.5% (six
months ended 30 June 2018: 16.5%).

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.
For the six months ended 30 June 2019, the subsidiary started
its first year of the 3-year 50% exemption period. The EIT
incurred during the prior 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 (" 78 & @ &

BIEEXDE").

Deferred taxation on undistributed profits of subsidiaries has
been recognised taking into accounts the dividends to be
distributed from profits earned by a certain subsidiary in the
PRC starting from 1 January 2008 under the Implementation
Regulation of the EIT Law of the PRC 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 subsidiaries in the PRC starting from
1 January 2008 amounting to RMB806,078,000 (2018:
RMB814,825,000) as the directors are of the opinion that
the Group is able to control the timing of the reversal of the
temporary differences and it is probable that the temporary
differences will not reverse in the foreseeable future.
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EEBB T —EFEBBE(ER])(F7
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SRS - ZIFHIERR T —)\F
ZAZTNHEREEES TREBAT
F o RBEFEHMAS  AERATE
2,000,000 7T Z i Tl #5 2 8.25% 2 7t
KW RIE ¢ & A A 8 8 2,000,0007%
T2 B #53%16.5% 2 Fi R FHIE -
THRER2HBENEH MRS 2 EE TS
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EAMERBERE  AEEAERAAZ
BEANESHEBEBANESHMAHTE -
FEAFEB MRS 2 EMmAEE AT
20 R S 4 B 1R 16.5% 2 T RN R 18
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BRR - REBEFETEREBESRE -
BRFXASEEUE 20 N B Ak F
EE=FRUHIER =FRH50% °
AREWEEALEPREIER B NZMME
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ZRENAIERBRAETGED - R
EEVEFTEMBRARAE T NF
—A—BRERINETAED RRE
s F A R #806,078,000 (Z & — N\
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10.

INCOME TAX EXPENSE (Continued)

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.

DIVIDEND

During the current interim period, no dividend in respect of the
year ended 31 December 2018 was declared and paid to the
owners of the Company.

Subsequent to 30 June 2019, the directors of the Company
resolved to declare an interim dividend of 20 HK cents
(equivalent to RMB18 cents) per share totalling approximately
RMB119,500,000 for the six months ended 30 June 2019 (six
months ended 30 June 2018: nil). The interim dividend will be
payable on or about 5 September 2019 to the shareholders of
the Company whose names appear on the Company’s register of
members on 2 September 2019.

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
RMB190,237,000 (30 June 2018: RMB245,071,000 (restated))
and the number of 663,846,000 ordinary shares (2018:
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.

ADDITIONS IN PROPERTY, PLANT AND
EQUIPMENT AND RIGHT-OF-USE ASSETS

During the current interim period, the Group incurred
expenditure of RMB5,257,000 (For the six months ended 30
June 2018: RMB109,272,000) to acquire property, plant and
equipment mainly for the businesses of photovoltaic power
generation.

10.

BEE)
S 1% T 0 T T8 T AR 42 R 1E ER RS Mo A st
FER B H IR IR B R R R AT R R

o w
ATE o

3=\

RAFHERE  SIERAARREEAE
EEXNBE_T-NF+_A=+—
AIEFEZBE -

MN-EBE—-NFEXA=+H01% KAFE
ERFRERAEAEZE_Z-AENA=T
H1ENE A/ RS S 20E U
(HERARB18D)  AHHARE
119,500,000 (BEZE=ZFT—N\F A
=+HWLEANMER &) c FHBRESHR
TE-AFEAAREHFIERN TR
T—NFNAZHBRIAR B RESAM
0PN/ U

BRER
BEREAABFNDRAQAER AR
b B3 A s Al A R % 190,237,000 7T
(ZE-—NFXRNA=Z1TH: AR¥
245,071,0007C (&L EF ) ) ARG E
IS H 663,846,000 ( —Z— )\ -
567,696,000/% @K )FTE ©

MEMEABSIED RTEEEEK - &
Wi 25| S EERT -

g%%ﬁ%%&%&%ﬁﬂﬂﬁﬁ%
AR AEBBKREDE - &
ERE&HEEEUHELKREE 2 A
BHAX ARMS5257,000c(HE_-Z
—NFERNAZFTHIEARNEA: AR
109,272,0007T) °

ZE-NFFREERE  Interim Report 2019

27



28

10. ADDITIONS IN PROPERTY, PLANT AND

EQUIPMENT AND RIGHT-OF-USE ASSETS
(Continued)

In May 2019, the Group has completed the acquisition of
the Equipment pursuant to the sale and purchase agreement
dated 23 March 2019 entered into between the Group and a
photovoltaic facilities provider and the finance lease agreement
dated 23 March 2019 entered into between the Group and
Huaxia Financial Lease Co. Ltd. (the “Huaxia Financial”), which
is an independent third party to the Group. The consideration
for the Equipment under the sale and purchase agreement
amounted to approximately RMB2,398,154,000, which included
VAT in the amount of approximately RMB330,780,000. The first
payment and second payment of the consideration amounting
to RMB1,700,000,000 was paid by Huaxia Financial directly to
the photovoltaic facilities provider. The third payment of the
consideration amounting to approximately RMB698,154,000
would be settled by way of assignment of the benefit of the
tariff adjustment receivables by the Group to the photovoltaic
facilities provider (the “Consideration Tariff Adjustment
Receivables”). The Group is obliged to pay the amount received
to the photovoltaic facilities provider within ten business days
of each receipt from the state grid company, until the entire
amount is paid off. In the event that the Group fails to receive
the corresponding amount of tariff adjustment receivables due
to the PRC policy or other reasons beyond the control of the
Group, the Group will not be obliged to pay such amount to
the photovoltaic facilities provider and the photovoltaic facilities
provider shall have no right to claim any damages against the
Group. Since the Group has no legally enforceable right to set off
the third payment of the consideration and Consideration Tariff
Adjustment Receivables, the Consideration Tariff Adjustment
Receivables continued to be included in contract assets. Please
refer to note 13 for details.

The Equipment is depreciated over the estimated useful life of
22 years and the estimation of the useful life of the Equipment
is considered to be a key judgement and estimation by the
management in the preparation of the condensed consolidated
financial statements.

Pursuant to the announcement on Relevant Policies for
Deepening Value-Added Tax Reform promulgated by the
Ministry of Finance, the State Administration of Taxation and
the General Administration of Customs of the PRC, the VAT rate
has been reduced from 16% to 13% effective on 1 April 2019.
Accordingly, the photovoltaic facilities provider has agreed
to reduce the amount of the consideration to approximately
RMB2,336,133,000, which included VAT in the amount of
approximately RMB268,759,000. As a result of the aforesaid
adjustment to the consideration, the amount of the third
payment is reduced to approximately RMB636,133,000.
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10. ADDITIONS IN PROPERTY, PLANT AND

EQUIPMENT AND RIGHT-OF-USE ASSETS
(Continued)
During the current interim period, the Group entered into a
new lease agreement for the office premises for 4 years. The
Group is required to make fixed monthly payments. On lease
commencement, the Group recognised RMB14,841,000 for
right-of-use asset and RMB14,841,000 for lease liability.

10. FEYE BMERRXBREHE
BEE#E)

RAFREEE  AEBETZHEER
HCOTHEBRENAEME - AH4
F o AEBBEELETSAMNK - BN
BB  AEBEDFIRRERREE
AR¥14,841,000c R HEBEARK

14,841,0007T °

11. INVENTORIES 11. &

At At

30 June 31 December

2019 2018

RZE—h&FE RZZE—NF

NA=+H t-A=1+—H

RMB’000 RMB'000

ARET ARET T

(Unaudited) (Audited)

(REEZR) (L= Z)

(Restated)

(g&E5)

Finished goods A% G 18,993 29,511

12. TRADE AND OTHER RECEIVABLES 12. EFREMEKRRIE

At At

30 June 31 December

2019 2018

RZZE—h&FE RZZE—NF

NA=+H t-A=1+—H

RMB’000 RMB'000

ARET ARET T

(Unaudited) (Audited)

(REEZ) (#&58#%)

(Restated)

(&gEH)

Trade receivables B 5 WA 101,954 131,841
Less: Allowance for doubtful debts B RIEERERE (724) (724)
101,230 131,117

Bill receivables S 11,200 10,700
Other receivables and prepayment = A E S PSS EE N E L 203,997 11,186
316,427 153,003
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12.

13.

TRADE AND OTHER RECEIVABLES (Continued)

The Group allows credit period with a range from 30 to 90
days to its customers. A longer credit period may be granted to
large or long established customers with good payment history.
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.

12.

BH R EMBYRIEE)

AEBRGTEEPNFI0E0HENEER
H o  MENEEMHAER THRELER
HOARBZPHERYRAEBRENT
P o TREINNB@E RO E 5 UK

B HGBRERER  RERHFEEHRR
RHMNENEGH AR NREDHT
%5 A HIEE R B W HERR B AR

At At

30 June 31 December

2019 2018

RZZE—-NF RZIZE-N\F

NA=+H +t=-A=+—H

RMB’000 RMB'000

AR¥T T ARETTT

(Unaudited) (Audited)

(REER) (BE=%)

(Restated)

(&E7))

0 to 30 days 0 =30H 91,831 46,667
31 to 60 days 31£260H 3,591 28,462
61 to 90 days 61%290H 1,338 19,895
Over 90 days HB3iB90H 4,470 36,093
101,230 131,117

Other receivables and prepayment mainly consist of payments in
advance to suppliers and VAT receivable.

All bills received by the Group are within a maturity period of less
than one year.

CONTRACT ASSETS

The contract assets represent the tariff adjustment receivables
amounting to RMB1,275,699,000 (2018: RMB1,020,104,000)
for the photovoltaic power generation from the state grid
company.

The collection of the tariff adjustment receivables, which
is subject to settlement by the state grid company upon
registration of the solar power plant in the Reusable Energy
Tariff Subsidy Catalogue (AT A REREEM NE S AN E &)
(the "Catalogue”) by the Group. As the collection of tariff
adjustment receivables is expected in the normal operating cycle,
which may be more than 1 year, the receivables are classified as
current assets.

China Baofeng (International) Limited T L (ER) ARG

13.

Hip U RIBE R IAN RIRE EBER H#
FEm BN R YR ER -

AEBBBIMERENIHEH LR —
f'z o

EREE
ABHNEEREEABRRKRBARE
1,275,699,000T( ZEFE—)\F : AR#
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13.

14.

CONTRACT ASSETS (Continued)

In the opinion of the directors of the Company by taking into
account the opinion from the Group’s PRC legal advisor, the
Group’s operating solar power plant 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.

PREPAID RENTAL EXPENSES FOR PHOTOVOLTAIC
FACILITIES

13. BHEE &

ARATEERE T RAEEREEE
BERMBER  AEEGCLHARBERE
BB R RELI AR SN AEBEEX
RiEH  AAREBHAEBLLHA
AL B HNE L EERIIAR

BIEMEL - BEERAEERREH
R BEBTE#E SRHEBEE -

4. XRREANEEER

At At
30 June 31 December
2019 2018
RZZE—-NFE RZIZ-N\F
ANA=+H +=ZA=+—H
RMB’000 RMB’'000
AR¥T T ARETTT
(Unaudited) (Audited)
(REER) (BE=%)
(Restated)
(&&EY))
Amounts of prepaid rental expenses FERBEENEEERAESE
for photovoltaic facilities analysed as: DT
Current BNER - 36,324

The Group entered into a lease agreement 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.
The Group renewed the lease agreement for the rental period
from 18 May 2017 to 17 May 2019 with total rental payment
amounting to RMB180,000,000. The full amounts were paid in
advance. During the current interim period, the Group applied
the short term lease recognition exemption to these lease
agreements and the lease payments are recognised as expense
on a straight-line basis over the lease term.

N B — 2B R R R AT
T RREHEHERE  HEHBE
—E-RN"FRAT+NBEZZ—+t
FRAA+EH FHELEAARE
90,000,000 T ° N&E B EEZ HIKFZ
wHEEws BEHE - —tF1A
+N\HE-FE-AFHRA+tLRH HE
A £ A R #180,000,0007T » I 2
N2 - RARBRERE - AEBRZE
HEmEARAEHHERERREemMEE
NREREHRNEERIERRY -
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15. TRADE AND OTHER PAYABLES

15. ESZRHMENRE

At At

30 June 31 December

2019 2018

RZB-HAE RKRZ—N\F

ANA=+H +=ZA=+—H

RMB’000 RMB'000

ARET T AR¥ET T

(Unaudited) (Audited)

(REER) (g=ix)

(Restated)

(&&E=7))

Trade payables B SN KIE 33,045 59,190
Bills payable for purchase of property, EEME BB NMEE

plant and equipment B R 2% = 1,349

Accrued sales commission JEETEERE 334 617

Construction payable FE TIRR0E 22,330 34,492

Other payables and accruals HAth FE A 5RIE K FEET 5RIR 7,853 17,888

63,562 113,536

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

HERGTAKEIE

60EMEEH] -

TREFNRARNE ZEMNKRRER

B2 5 BRE DA

period:
At At
30 June 31 December
2019 2018
R-ZZE—IEFE RZZTE—N\F
ANA=+H tZA=+—H
RMB’000 RMB’'000
ARET R ARBEFIT
(Unaudited) (Audited)
(REERZ) (&%)
(Restated)
(&E7)
0 to 30 days 0%30H 27,439 38,800
31 to 60 days 31260H 3,224 17,250
61 to 90 days 61290H 1,072 1,207
Over 90 days B0 H 1,310 1,933
33,045 59,190
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16.

17.

PROVISION
The balance represents the provision of defective claims, and the

16. &
BHENSRERE  UTARESD

movements of provision are as follow: #Ep -
RMB'000
AREFTT
At 1 January 2018 (audited) (restated) RZZE—N\F—A—HEER) (KEE7) 8,717
Charge to profit or loss giEmk 15,842
Utilisation of provision BiEH A (11,338)
Exchange adjustment fE R 797
At 31 December 2018 and RZZE-N\F+ZA=1+—AHK
1 January 2019 (audited) (restated) —E-NF—A—B(EFE%) (KEF) 14,018
Charge to profit or loss EEEEREIES 6,724
Utilisation of provision BEER (6,997)
Exchange adjustment [ = g2 )
At 30 June 2019 (unaudited) RZTE—NFRNA=THCREEZR) 13,743
There are no fixed terms of provision of defective claims stated HEPIIUNHERRATBIERE

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.

AMOUNT DUE TO ULTIMATE HOLDING
COMPANY

The amount is non-trade, unsecured, interest-free and repayable
on demand.

BENEBEERRK BESEDHRERE
R2EBELRMG - ARERHEEH
WEBERERERTRABENEMNZFH
EXGRELEBELEEE -

17. ENRKERDTNE

FARFEZHUE - BER RERA
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18. AMOUNT DUE TO A PHOTOVOLTAIC FACILITIES

PROVIDER

The amount represented the third payment of the consideration
amounted to RMB636,133,000 payable to the photovoltaic
facilities provider as described in note 10 and an assignment of
tariff adjustment receivables amounting to RMB300,000,000 by
the Group to the photovoltaic facilities provider. Pursuant to the
sale and purchase agreement dated 23 March 2019 entered into
between the Group and the photovoltaic facilities provider, the
Group has assigned tariff adjustment receivables amounting to
RMB300,000,000 to the photovoltaic facilities provider upon the
receipt of the first and second payments from Huaxia Financial.
The Group is obliged to pay the corresponding amount of tariff
adjustment receivables received to the photovoltaic facilities
provider within ten business days of each receipt from the state
grid company, until the entire amount is paid off. In the event
that the Group fails to receive the corresponding amount of
tariff adjustment receivables due to the PRC policy or other
reasons beyond the control of the Group, the Group will not
be obliged to pay such amount to the photovoltaic facilities
provider and the photovoltaic facilities provider shall have no
right to claim any damages against the Group.

During the current interim period, the fair value of the amount
due to a photovoltaic facilities provider of RMB862,949,000
at initial recognition, amounting to approximately
RMB844,138,000, was determined based on the present value
of the estimated future cash flows discounted at 2.68% per
annum.
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19. OTHER BORROWING

At 30 June
2019
R-ZZE-IF
~HA=+H
RMB’000
AR¥TF T
(unaudited)
(REERZ)
Carrying amount repayable as follows AEEMREBELD T (RERE
(based on the scheduled repayment dates MEWEMHNTETER D)
set out in the finance lease agreement)
— within one year ——F N 29,566
- between one to two years ——FEEWF 102,904
— between two to five years —-WEERF 510,461
- between five to ten years —hFEETHF 795,235
— after ten years —+&F1& 265,200
1,703,366
Analysed as PaR)iw=

Current E 29,566
Non-current FEMED 1,673,800
1,703,366

The amount represented the first payment and second payment
of the consideration amounted to RMB1,700,000,000 as
described in note 10 and accrued finance charges. During the
current interim period, the Group’s other borrowing carries
interest at 1.22 times of benchmark interest rate of over five-
year borrowing formulated by the People’s Bank of China per
annum. As at 30 June 2019, the other borrowing is secured
by the Group’s solar power plant, trade receivables from
photovoltaic power generation and tariff adjustment receivables
with carrying amount of RMB2,316,231,000, RMB15,230,000
and RMB359,884,000, respectively. The Group has pledged the
issued share capital of BEE YW REEHRAF], an indirect
wholly-owned subsidiary of the Company in favour of Huaxia
Financial as a security for the other borrowing.

During the current interim period, the Group has paid a deposit
amounting to RMB8,400,000 to Huaxia Financial, such amount
can be used to settle the last instalment of the borrowing.

RIBE M EE 10T AR B E — T3
MBS 5 AR ¥ 1,700,000,000 7T
ARERTBER - A BEIRE -
AEEMHEMERRESBEARRT
FIRTE A B REEF R Ea1.220F
B -R-TE—AFENA=+H H
HERERASERAESAARE
2,316,231,0007T + A R ¥ 15,230,000
T & A R #359,884,000 7T #) A F5 8k 3%
B REXKRBENEZERFIER
BEAEEBGRIBEERT - AEEZ A
EZEESRAXa ABRAQRMEERE
WBAREZEEETL X REEFRAAW
BEITRA - (EREMERAOER -

RAFHERE  ARBEMEESRY
1 1E 3 A R #8,400,0007T @ sZ X E A
BEENERN&E B -
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20. SHARE CAPITAL

20. B

Number of Share
shares capital
BHEE g <
HK$'000
FHIT
Authorised: JERE ¢
Ordinary shares of HK$0.01 RZZE—-N\F—H—H-
each at 1 January 2018, 30 June 2018, —E-N\FERA=+AH"
1 January 2019 and 30 June 2019 —E-RF—A—HK
—E-hFRA=1H
SREE.OVE L LR 800,000,000 8,000
Issued and fully paid: BETRER
At 1 January 2018 and 30 June 2018 RZE-—NF—H—BRK
(unaudited) —E-NFRA=1H
(REEER) 567,696,000 5,677
Issue of ordinary shares TR 96,150,000 961
At 31 December 2018, 1 January 2019 and R-Z—\F+-_A=+—H -
30 June 2019 (unaudited) —E-NEF—A—BK
ZE-hFRA=1H
(REEEZ) 663,846,000 6,638
At At
30 June 31 December
2019 2018
R-ZE-hEFE RZZT-N\F
ANA=+H +ZA=1+—H
RMB’000 RMB’'000
AR¥ T ARBTIT
(Unaudited) (Audited)
(REEZ) (&%)
(Restated)
(&E5))
Shown in the financial statements as R EHRE T 5,515 5,515
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21. RELATED PARTY TRANSACTIONS

The Group had the following transactions with a related party

during both periods:

21. BEALRS
AEENWERBEE—Z@BEA LGN
TR5:

Six months ended 30 June

BEXNA=tHILAEAR

2019 2018
—E-NF —E-)N\F
RMB’000 RMB’000
ARBET T AREF T
(Unaudited) (Unaudited)
(REER) (REEFEZ)
(Restated)
(&=7))
Service income from W EEEE ARG HR AR
FEEEERBUISER A A (Note) 9 AR 7 U A (B =E) 14 14

Note: EE B L KEE AR AR, an indirectly wholly-owned subsidiary
of the Company, entered into a service agreement with EE &
WA KIS AR AR, a company established in the PRC which
is controlled by Mr. Dang Yanbao, the chairman and executive
director of the Company, with an annual service income of

M AR zHE2ENBLAREERY
ANREEARAFEESELEEK
SERAARGTIRBELH  BHEE
BEXRBEARAAFERBER
AR¥28,4007T - EEE Y EEHIS

RMB28,400.

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:

BRABABNRFEKLZAF - A
AAEFERNTEEREZE RG] -

IZEEARERARREERALKE
HeREEAR - KRBRBEACDH
HEN TFREZMEMT

Six months ended 30 June

BEXNA=1THILAEAR

2019 2018

—E-hEF —E-N\F

RMB’000 RMB’000

AR¥ET T AEEFTT

(Unaudited) (Unaudited)

(REER) (RigEZ)

(Restated)

(J& &%)

Short-term benefits "o HIE A 2,587 2,158
Post-employment benefits BERR 1212 A 21 19
2,608 2,177

The remuneration of key management personnel is determined
by the management of the Company having regard to the

performance of individuals and market trends.

—E AR

TEEBABZME AR EREL
S2E[MARBETSBERETE -
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22.

23.

24,

PLEDGE OF ASSETS

The Group’s land and buildings with carrying value of
RMB571,000 (31 December 2018: RMB605,000) was pledged
to a bank to secure banking facilities granted to the Group.
As at 30 June 2019, no bank deposit (31 December 2018:
RMB1,349,000) was pledged to a bank to secure the issuance of
bills payable.

As at 30 June 2019, the other borrowing is secured by the
Group's solar power plant, trade receivables from photovoltaic
power generation and tariff adjustment receivables with
carrying amount of RMB2,316,231,000, RMB15,230,000 and
RMB359,884,000, respectively. The Group has pledged the
issued share capital of EEBE R IKEEFR A F], an indirect
wholly-owned subsidiary of the Company in favour of Huaxia
Financial as a security for the other borrowing.

22.

EHEE

AEEBEFEEBEAARES71,000L (=
ZT-NF+_A=+—H: ARK
605,00070 ) ) L i R IEFE IR FIRT1T
DLERSEEFAEENRITEERER -
MN-ZZ—-hFENA=1+8  HERTT
F(ZE—NF+-_A=+8: AR
1,349,0007T) E KB FIR1T LA BT RS

R-ZZE-NFEXA=1TH Hftf
FEAEBEEEEINAARYE
2,316,231,0007C * A ¥ 15,230,000
7T & A R 359,884,000 7T 89 K 5 B 3%
BH - REAREENEZRUHIER
EEARBUGIREERR - AEED N
EESRMRAXBEABRARAEEERE
MEBAREEBE L REEARAAN

BEEITRA - EREMEREER -
CAPITAL COMMITMENTS 23. EXREIE
At At
30 June 31 December
2019 2018
R-ZB-hE RZIZTE-N\F
RA=ZtH +tZA=+—H
RMB’000 RMB'000
AR®T R ARBTF T
(Unaudited) (Audited)
(REER) (e &EZ)
(Restated)
(1 &%)
Capital expenditure in respect of WEEZ -« BB Mk
the acquisition of property, WERFEZ - BFTHE
plant and equipment contracted EE R
but not provided for 6,748 13,336
MAJOR NON-CASH TRANSACTION 24, T EFRERH

During the period, the Group has completed the acquisition
of the Equipment. The consideration for the Equipment under
the sale and purchase agreement amounted to approximately
RMB2,336,133,000, which included VAT in the amount of
approximately RMB268,759,000. The first payment and second
payment of the consideration amounting to RMB1,700,000,000
was paid by Huaxia Financial directly to the photovoltaic facilities
provider. The third payment of the consideration amounting
to approximately RMB636,133,000 would be settled by way of
assignment of the benefit of the Consideration Tariff Adjustment
Receivables.

China Baofeng (International) Limited T L (ER) ARG

A AEEDERNEZEE - B
BEEWE  ZRXHEOIREBELOABAR
#2,336,133,000 L (S HERHIAR
#268,759,0007T) - REME — £
RRE—EMFHARE1,700,000,000
TLE AEE SR E MK R i 4
A - RENE-ZZENFTHOARE
636,133,000 L E BEEREEEH
BREWRIEMN RS &



\ ANAGEMENT DISCUSSION AND ANALY

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 People’s Republic
of China (the “PRC") has experienced a negative impact from (i) 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 (AR =T — \FHARESHERAETENBEA) (the
“2018 Notice”) on 31 May 2018 with immediate effect; and (ii)
the Circular on Improving the Mechanism for Feed-in-Tariff Rate of
Photovoltaic Power Generation (BRTEEXREE EHEEKHHF
M REREBA) (the “2019 Photovoltaic FiT Notice”) issued by the
National Development and Reform Commission of the PRC on 28 April
2019 and effective on 1 July 2019.

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 |, Il and lll, respectively;

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

Pursuant to the 2019 Photovoltaic FiT Notice, it sets out the following
provisions regarding the feed-in-tariff rates for utility-scale ground-
mounted solar farm projects:

(1)  the benchmark feed-in-tariff rates have been changed to
guidance rates. The guidance rates for utility-scale ground-
mounted solar farm stations, which are newly operated in
resource zone |, Il and lll and entitled to national subsidy, are
RMBO0.40/kWh, RMB0.45/kWh and RMBO0.55/kWh, respectively
(tax included);

‘

SIS

BEEWED T

FEXRK

AEBEREGHRE  ERLELHANEERA
(MERBEEHK]) - R>NHERPER (B
BBARAER  BEURFRAAS RHM
RiEfhm) ([RAEMER]) -

17 % B R

RB BT
KRBEMSEFEARAME([HE])
RMAETERRNTEBERERMAESR
Bg TEUBALERERD(EER])
R-F-\FREA=+—RA#EMALAEER
MR —FT - \FARBEEERERNAA
(T=2-—NFBA])  Ki)+ BEREREM
HEZBEN-_FT-NAFOA-+N\BEM
ER-_ZF-NFELtA-BERNEARTENR
R#EELHEERTFERANBEN( =8
—hEXRELBEEEA]) -

RE-Z— ) \FBH  HPEHE:

ERBEN_F—N\FELRERAR
KIZREBHEH R LRI

(M

BHEMNNLTBRAUABEEEES
CZRZEMNEREEHIRARE
0.057T,/ TEE(FTEREENHIAA
R#0.5,/0.6,0.77%,/ TR

EhERFRFELSHREEEAR
HEHALEDR A R0.057T,/ TRESE
ANR#0.327T, T ELE -

BEZFE-NFRRLBEEBAN - EH
UTHEBEARAMEESHEEEN ENEER
F o

ERFEEEEDNBIEINER - RE
%8 - FNERBNEEREHZENK
R ARFRERBIEMIESI BRI EH
R - pRlAARE40L,/ FH
Br - ARBO045 L,/ TEEHREARE
0.5570,/ TR (&8) :

(M
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the feed-in-tariff rates for newly-operated utility-scale ground-
mounted solar farm projects are in principle determined by way
of market competition and shall not exceed the guidance rates
for the resource zone where the solar farm project is operated.
Upon determination of the feed-in-tariff rate, the portion within
the local benchmark price of coal-fire power will be settled by
local subsidiaries of the State Grid Corporation of China and the
remaining balance shall be settled by the National Renewable
Energy Development Fund;

(3) where an utility-scale ground-mounted solar farm project is
granted with the national subsidy, but has not obtained the
approval for feed-in-tariff rate, its applicable feed-in-tariff rate
shall either be subject to provisions of the 2018 Notice (if it
is connected to grid on or before 30 June 2019), or the 2019
Photovoltaic FiT Notice (if connected to grid on or after 1 July
2019); and

for village-level solar power projects for poverty alleviation which
have been included into the Reusable Energy Tariff Subsidy
Catalogues, the feed-in-tariff rates for such projects in resource
zone |, Il and Ill are unchanged and remain at RMBO0.65/kWh,
RMBO.75/kWh and RMB0.85/kWh, respectively.

Notwithstanding the above, the 2018 Notice and the 2019
Photovoltaic FiT Notice do not and are expected not to affect the
Group's existing Yinchuan Project (defined below), as the Yinchuan
Project commenced operation prior to the publication of the 2018
Notice and the 2019 Photovoltaic FiT Notice.

Portable Lighting Products Industry

The competition of the global portable lighting products industry
in the first half of 2019 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 September 2018, the United States imposed additional 10% tariff
on about US$200 billion worth of goods imported from the PRC which
included lighting products. The tariff rate was originally scheduled to
increase to 25% starting from 1 January 2019 and was effective on 10
May 2019. In August 2019, the United States Trade Representatives
announced that new tariff of 10% shall be imposed on US$300 billion
of goods imported from the PRC and effective on 15 December 2019.
It is expected that that trading environment of the lighting products
industry between the United States and the PRC will continue to be
challenging.

HL(HR)BRAT
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BUSINESS REVIEW

For the six months ended 30 June 2019, the business of the Group
has been integrated into two segments, which are Photovoltaic Power
Generation Business and Lighting Products Business.

For the six months ended 30 June 2019, while the Group’s revenue
increased by approximately 0.6% to approximately RMB456.0 million,
profit attributable to the owners of the Company decreased by
approximately 22.4% to approximately RMB190.2 million. The decline
in profit was mainly due to an increase in depreciation expenses and
finance costs after the acquisition of the Equipment (defined below)
and an increase in income tax expenses as a result of increased
deferred taxation in connection with the dividends to be distributed
and the expiry of a tax holiday of 3-year full exemption that was
entitled by a subsidiary of the Company.

Photovoltaic Power Generation Business

During the period under review, the Photovoltaic Power Generation
Business 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, after completion of the sale and purchase agreement
entered into between Ningxia Baofeng Photovoltaic Power Generation
Company Limited* (EEELKEEFRAF]) ("Baofeng
Photovoltaic”), a subsidiary of the Company, as purchaser and
Yinchuan Binhe New Energy Investment Development Co., Ltd* (if
JNER e RIEEFREARAF) (the “Vendor”) dated 23 March
2019 (“Sale and Purchase Agreement”) in May 2019, Baofeng
Photovoltaic purchased the 350-megawatt photovoltaic power
generation equipment, the ancillary facilities, the materials in stock,
products and accessories of the Yinchuan Project (the “Equipment”)
at a consideration of RMB2,398,153,588 (tax inclusive). The
Equipment is a set of photovoltaic power generation equipment which
was leased to Baofeng Photovoltaic by the Vendor since its acquisition
of the Equipment and has been used by the Group in the Yinchuan
Project for the photovoltaic business operations of the Group since the
commencement of the Yinchuan Project in 2016.

E el
BE-T-NAEXA=THIAMERA A%
ENERKESAMEDE  MAREEEY
RIREAE R E -

HE-_Z-AEXA=1tHL~EA &
EARAEEMKRZEMDN0E6%EHNARE
456,000,0007T © A&7 B #E A A FEAE & F AR
D#922.4% E 4 AR H190,200,0007T © % F
BOTDEEHRITER T R 58 AR
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Bk ZBEEARARR—MEK B AR HEE
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In addition, in May 2019, the finance lease arrangement commenced
between Baofeng Photovoltaic as lessee and Huaxia Financial Leasing
Co., Ltd. CEE LR EBRRAF]) as lessor (the “Lessor”) pursuant to
the finance lease agreement dated 23 March 2019 (“Finance Lease
Agreement”), under which the Lessor paid RMB1,700,000,000
of the consideration under the Sale and Purchase Agreement to
the Vendor, upon which it takes ownership of the Equipment. The
Lessor then leases back the Equipment to Baofeng Photovoltaic for a
principal lease amount of RMB1,700,000,000 to be paid by monthly
instalments (plus interests) commencing after a grace period which
will expire by 28 January 2021, with the last payment to be made by
28 January 2031. From the lease commencement date up to the end
of the grace period, Baofeng Photovoltaic only has to pay interests
on the principal lease amount but does not have to make repayments
of the principal lease amount. The indebtedness and obligations
of Baofeng Photovoltaic under the Finance Lease Agreement are
guaranteed by the Company and secured by a charge over the
entire equity interest in Baofeng Photovoltaic, by a charge over all
receivables arising from the income of the Yinchuan Project from time
to time (other than the amount of tariff adjustment receivables already
assigned by Baofeng Photovoltaic), and by a charge over all power
generation equipment and ancillary facilities used in the Yinchuan
Project, in favour of the Lessor.

As an ancillary arrangement to the acquisition under the Sale and
Purchase Agreement, in May 2019, the Vendor has paid an amount
of RMB300,000,000 to Baofeng Photovoltaic in cash, and in return
Baofeng Photovoltaic has assigned the tariff adjustment receivables in
the amount of RMB300,000,000 to the Vendor effective on the date
Baofeng Photovoltaic received the aforesaid cash payment pursuant
to the an assignment agreement dated 23 March 2019 entered into
between Baofeng Photovoltaic and the Vendor (the “Assignment
Agreement”). For details of the Sale and Purchase Agreement, the
Finance Lease Agreement and the Assignment Agreement, please
refer to the announcement of the Company dated 25 March 2019.

At the end of 2018, the photovoltaic power generation output
capacity of the Yinchuan Project had been increased from 350
megawatt in 2017 to 390 megawatt. As confirmed by the State Grid
Corporation of China, for the six months ended 30 June 2019, the
Group has generated an aggregate of 381.3 million kWh power and
the Photovoltaic Power Generation Business continued to be the main
source of the revenue of the Group, accounting for approximately
63.2% of the Group's total revenue for the six months ended 30 June
2019 (30 June 2018: 63.5%). In addition, the Photovoltaic Power
Generation Business was the sole contributor to the profit of the
Group, contributing to approximately 100.8% of the Group’s total
segment profit for the six months ended 30 June 2019 (30 June 2018:
98.9%).
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The Group’s revenue from the Photovoltaic Power Generation
Business for the six months ended 30 June 2019 was approximately
RMB288.1 million, which represents an increase of approximately
0.1% from the revenue generated for the corresponding period in
2018 (30 June 2018: RMB287.9 million). The aggregated power
generated for the six months ended 30 June 2019 dropped by
approximately 8.3% to 381.3 million kWh (30 June 2018: 415.6
million kWh) due to a decrease in number of sunny days. Nevertheless,
such impact was offset by an increase in average unit selling price
(tax exclusive) as a result of a reduction of value added tax (“VAT")
rate. The segment profit margin of the Photovoltaic Power Generation
Business was approximately 79.8% for the six months ended 30 June
2019 (30 June 2018: 89.0%), and the segment profit decreased by
approximately 10.3% to approximately RMB230.0 million (30 June
2018: RMB256.3 million) which was mainly due to an increase in
depreciation expenses and finance costs after acquisition of the
Equipment.

Lighting Products Business

The Group’s revenue from the Lighting Products Business for the six
months ended 30 June 2019 was approximately RMB167.9 million (30
June 2018: RMB165.2 million), contributing to approximately 36.8%
(30 June 2018: 36.5%) of the Group’s total revenue, and representing
an increase of 1.6% from the revenue generated in the corresponding
period in 2018. Excluding the effect of RMB depreciation against HK$
during the six months ended 30 June 2019, the revenue decreased by
5.4% compared to the corresponding period in 2018. The segment
profit margin of Lighting Products Business turned negative to
approximately -1.1% for the six months ended 30 June 2019 (30 June
2018: 1.7%) and there was a segment loss of approximately RMB1.9
million (30 June 2018: a segment profit of approximately RMB2.7
million). The segment loss was due to the additional tariff imposed
by the United States, continuous keen competition in the principal
market of the lighting products of the Group and rising of operating
expenses.

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]
BAEREENINE L #HB)A ). If successful, the Board expects
to receive settlements of tariff adjustment receivables from the PRC
Government (in which part of them will be paid to the Lessor under
the Finance Lease Agreement), which will improve the liquidity of the
Group.
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In the second half of 2019, the Group will continue to leverage the
knowledge and experiences of its management to evaluate and seek
appropriate opportunities for the Group’s established Photovoltaic
Power Generation Business and identify opportunities with reasonable
returns in the energy sector. 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 of
the Company (the “Shareholders”) as a whole.

Lighting Products Business

For the second half of 2019, it is expected that the Lighting Products
Business will continue to be adversely affected by the additional
tariffs imposed by the United States, intensified competition in its
principal markets and rising costs of labour and raw materials. 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

Change of functional currency

Prior to 1 January 2019, United States Dollars (“US$") was regarded
as the functional currency of the Company and the consolidated
financial statements were presented in Hong Kong Dollars (“HK$").
For the six months ended 30 June 2019, the Board consider that as
a result of continued focus on the Photovoltaic Power Generation
Business in the PRC and the significant amount of acquisition of the
Equipment which was financed by a source of funding in the PRC,
the primary economic environment in which the Company operates
has changed and it is more appropriate to use Renminbi (“RMB") as
the functional currency. The presentation currency of the financial
information is also changed to RMB in line with the change in
functional currency.

The change in functional and presentation currencies was accounted
for in accordance with Hong Kong Accounting Standard 21 “The
Effects of Changes in Foreign Exchange Rates” (“"HKAS 21"). The
effects of the change in presentation currency have been accounted
for retrospectively with comparative figures restated. The comparative
information in these unaudited condensed consolidated financial
statements has been restated to reflect as if RMB has always been the
presentation currency of the Group. The change in functional currency
of the Company was applied prospectively from the date of change in
accordance with HKAS 21.
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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/loss and segment profit margin of its operation by
segment for the six months ended 30 June 2018 and 2019.
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BER : RMRAEMER - TRAE
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For the six months ended 30 June

BEAR=TRILAEA

2019
~B-hfF

Segment  Segment Segment  Segment
%of  profit/ profit % of profit/ profit
Revenue  revenue loss  margin  Revenue  revenu loss margin
ks AEERN/ Vik L6 I/ D

kE Aol FR  AEx Wz ER

RMB’000 RMB’000 (%) RMB'000 RMB'000

ARBTR ARET T (%) ARBTT ARETTT

Photovoltaic Power RREEER
Generation Business 288,094 63.2 229,972 79.8 287,927 63.5 256,290 89.0
Lighting Products Business REERER 167,862 36.8 (1,872) (1.1) 165,239 36.5 2,743 1.7
Total @i 455,956 100 228,100 50.0 453,166 100 259,033 57.2
Revenue e 25

During the six months ended 30 June 2019, revenue of the Group
amounted to approximately RMB456.0 million, representing an
increase of approximately 0.6% from approximately RMB453.2
million for the six months ended 30 June 2018. Revenue derived
from the Photovoltaic Power Generation Business amounted to
RMB288.1 million, representing an increase of approximately 0.1%
from approximately RMB287.9 million for the six months ended 30
June 2018. The Photovoltaic Power Generation Business continued
to be the major contributor to the Group’s total revenue. During the
six months ended 30 June 2019, while the revenue from Photovoltaic
Power Generation Business was adversely affected by the decrease
in number of sunny days, the impact of which was offset by an
increase in average unit selling price (tax exclusive) as a result of
reduction of VAT rate. Revenue derived from the Lighting Products
Business amounted to RMB167.9 million, representing an increase
of approximately 1.6% from approximately RMB165.2 million for
the six months ended 30 June 2018. The Lighting Products Business
continued to be impacted by the additional tariff imposed by the
United States and the fierce competition in the market. As a result,
excluding the effect of RMB depreciation against HK$, the revenue
from the Lighting Products Business decreased by 5.4% compared to
the corresponding period in 2018.
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Gross profit and gross profit margin

During the six months ended 30 June 2019, the gross profit of the
Group amounted to approximately 259.6 million, representing a
decrease of approximately 5.9% from approximately RMB275.8
million for the corresponding period in 2018. The gross profit margin
of the Group decreased from approximately 60.9% for the six months
ended 30 June 2018 to approximately 56.9% for the corresponding
period in 2019. The decrease in both gross profit and gross profit
margin of the Group for the period was due to an increase in costs of
sales of approximately 10.7% from approximately RMB177.4 million
for the six months ended 30 June 2018 to approximately 196.4 million
for the six months ended 30 June 2019.

Operating costs

During the six months ended 30 June 2019, the total operating cost
increased to approximately RMB45.8 million, representing an increase
of approximately 12.8% from approximately RMB40.7 million for the
corresponding period in 2018. The increase in operating costs was
primarily due to rising staff costs and other operating expenses.

Finance Costs

The Group recorded finance costs amounting to approximately
RMB14.1 million for the six months ended 30 June 2019 (30 June
2018: RMB4.0 million). The increase in finance costs during the period
was mainly due to the interest expenses and handling charges under
the Finance Lease Agreement.

Profit attributable to owners of the Company

Profit attributable to owners of the Company of approximately
RMB190.2 million was recorded for the six months ended 30 June
2019, as compared with a profit of approximately RMB245.1 million
attributable to owners of the Company for the corresponding
period in 2018. The decline in profit was mainly due to an increase
in depreciation expenses and finance costs after the acquisition of
the Equipment and an increase in income tax expenses as a result of
increased deferred taxation in connection with the dividends to be
distributed and the expiry of a tax holiday of 3-year full exemption
that was entitled by a subsidiary of the Company. Earnings per
share was RMB28.66 cents for the six months ended 30 June 2019,
as compared with earnings per share of RMB43.17 cents for the
corresponding period in 2018. This decrease was partly due to the
issue of 96,150,000 shares of the Company (the “Shares”) in the
second half of 2018.
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Non-HKFRS Measures

Earnings before interest and taxes, depreciation and
amortisation

To supplement the unaudited condensed consolidated financial
information of the Group prepared in accordance with HKFRS, one
non-HKFRS measure, namely the earnings before interest and taxes,
depreciation and amortisation (“EBITDA"), as additional financial
measure, has been presented in this interim results announcement.
The EBITDA is calculated by adding (i) depreciation of property,
plant and equipment; (ii) depreciation for right-of-use assets; (iii)
amortisation of intangible asset; and (iv) finance costs to the profit
before tax. This unaudited non-HKFRS financial measure should be
considered in addition to, not as a substitute for, measures of the
Group's financial performance prepared in accordance with HKFRS.
In addition, this non-financial measure may be defined differently
from similar terms used by other companies. The Board believes that
the presentation of non-HKFRS measures when shown in conjunction
with the corresponding HKFRS measures provides useful information
to Shareholders and the Board regarding financial and business
trends relating to its financial condition and results of operations. The
Board also believes that the non-HKFRS measures are appropriate for
evaluating the Group’s operating performance.

The following table sets forth the reconciliation of the Group’s non-
HKFRS financial measures for six months ended 30 June 2019 and the
corresponding period in 2018 to the nearest measures prepared in
accordance with HKFRS:

Reconciliation of profit before taxation to
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EBITDA:
Profit before tax PR TR BT 8 A 216,816 248,679
Add: ho
Depreciation of property, plant and W BENMERBITE
equipment 14,237 3,055
Depreciation for right-of-use assets HREEENE 824 -
Amortisation of intangible asset S EE Y 40 38
Finance costs Bri5E A 14,089 3,984
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During the six months ended 30 June 2019, EBITDA of the Company
was approximately RMB246.0 million, representing a decrease of
approximately 3.8% from approximately RMB255.8 million for the
corresponding period in 2018. The decrease of the EBITDA was mainly
due to rising staff costs and other operating expenses.

LIQUIDITY AND FINANCIAL RESOURCES

As at 30 June 2019, cash and cash equivalents of the Group were
approximately RMB376.6 million, representing an increase of 418.7%
from approximately RMB72.6 million as at 31 December 2018. This
was mainly due to the cash of RMB300,000,000 received from the
Vendor under the Assignment Agreement.

For the six months ended 30 June 2019, the Group's primary source
of funding included cash generated from its operating activities and
interest bearing borrowing.

As at 30 June 2019, the Group had a total interest bearing borrowing
of RMB1,703.4 million which represents the finance lease obligation
under the Finance Lease Agreement (31 December 2018: nil). The
Group’s current ratio (current asset divided by current liabilities)
was 2.0 times as at 30 June 2019, declined from 9.5 times as
at 31 December 2018 which was mainly due to the increase in
current liabilities owing to the Vendor under the Sale and Purchase
Agreement after acquisition of the Equipment and cash received
under the Assignment Agreement.

INTERIM DIVIDEND

The Board has declared the payment of an interim dividend of 20 HK
cents (equivalent to RMB18 cents) per share for the six months ended
30 June 2019 (2018: Nil) (the “Interim Dividend”). The Interim
Dividend is expected to be paid on Thursday, 5 September 2019 to the
Shareholders whose names appear on the register of members of the
Company on Monday, 2 September 2019.

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 interest bearing borrowing 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 2019, net gearing ratio was 80.4% (31 December 2018: net cash
in excess of debts). This ratio is based on interest bearing borrowing
and bills payable less cash and cash equivalents and pledged bank
deposit divided by total equity.
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As at 30 June 2019 and 31 December 2018, the Group has no bank
borrowings. As at 31 December 2018, bills payable amounting to
RMB1.3 million were secured by bank deposits of RMB1.3 million.
There was no bill payable and pledged bank deposit as at 30 June
2019.

As at 30 June 2019, the other interest bearing borrowing which
represents the finance lease obligation under the Finance Lease
Agreement amounted to RMB1,703.4 million (31 December 2018:
nil), which carried interests at 5.978% (31 December 2018: nil). It
was guaranteed by the Company and secured by a charge over the
entire equity interest in Baofeng Photovoltaic, by a charge over all
receivables arising from the income of the Yinchuan Project from time
to time (other than the amount of tariff adjustment receivables already
assigned by Baofeng Photovoltaic), and by a charge over all power
generation equipment and ancillary facilities used in the Yinchuan
Project, in favour of the Lessor (31 December 2018: nil).

As at 30 June 2019, the Group’s cash and cash equivalents were
mainly held in Renminbi, US dollars and HK dollars.

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.

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 2019, the Group has a total of nine (31 December
2018: nine) Directors and employed 208 (31 December 2018: 214)
employees. Total staff costs, including Directors’ emoluments,
amounted to approximately RMB25.4 million for the six months
ended 30 June 2019 (30 June 2018: RMB23.1 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 (the “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.
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CONTINGENT LIABILITIES
As at 30 June 2019 and 31 December 2018, the Group did not have
any contingent liability.

SIGNIFICANT INVESTMENTS
Save as disclosed, the Group did not have any other significant
investment as at 30 June 2019.

FUTURE PLANS FOR MATERIAL INVESTMENTS OR
CAPITAL ASSETS

There was no specific plan for material investments or capital assets
as at 30 June 2019. 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 2019, there was no material
acquisition or disposal of subsidiaries, associated companies and joint
ventures by the Group.

CHARGES ON ASSETS

As at 30 June 2019, no bank deposits (31 December 2018: RMB1.3
million) were pledged to a bank for issue of bills payable. The
Group's land and buildings with carrying value of RMBO0.6 million (31
December 2018: RMBO0.6 million) were pledged to a bank to secure
banking facilities granted to the Group.

In addition, charges were created over (i) the entire equity interest in
Baofeng Photovoltaic; (ii) all receivables arising from the income of the
Yinchuan Project from time to time (other than the amount of tariff
adjustment receivables already assigned by Baofeng Photovoltaic);
and (iii) all power generation equipment and ancillary facilities used
in the Yinchuan Project, in favour of the Lessor for the obligations of
Baofeng Photovoltaic under the Finance Lease Agreement.

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 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 2019 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 2019. However, the management monitored foreign
exchange exposure closely to keep the net exposure to an acceptable
level.
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CAPITAL COMMITMENT

As at 30 June 2019, the Group’s capital commitment amounted to
approximately RMB6.7 million (31 December 2018: RMB13.3 million)
in respect of property, plant and equipment contracted but not
provided for.

SUBSEQUENT EVENTS

In relation to the Sale and Purchase Agreement, on 30 July 2019,
the Vendor notified Baofeng Photovoltaic in writing that due to the
reduction of the VAT rate from 16% to 13% effective on 1 April 2019
pursuant to the Announcement on Relevant Policies for Deepening
Value-Added Tax Reform ( (BRI EMMEBAEBEHAE) )
promulgated by the Ministry of Finance, the State Administration
of Taxation and the General Administration of Customs of the PRC,
the Vendor has agreed to reduce the amount of the consideration
of the Sale and Purchase Agreement from RMB2,398,153,588 (tax
inclusive) to RMB2,336,132,374.52 (tax inclusive), which included
VAT calculated at the new tax rate of 13%. There is no change to the
amount of consideration before tax being RMB2,067,373,782.76.

Save and except disclosed above, all other terms and conditions of the
Sale and Purchase Agreement remain unchanged and continue in full
force and effect. For details of the reduction of consideration of the
Sale and Purchase Agreement, please refer to the announcement of
the Company dated 30 July 2019.

CORPORATE GOVERNANCE

The Company endeavours 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 2019,
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 2019, 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 2019.
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Compliance with the Model Code for Securities
Transactions

During the six months ended 30 June 2019, 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
2019, 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 2019, 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 of Hong Kong Limited (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

EEHA

Capacity and nature of interest

BORESRME

Mr. Dang Yanbao (Note 2) Interest of controlled corporation

EEZE LA (M2) MEEGEE SR
Notes:
1. The letter “L"” denotes a long 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 Enterprises
Limited (“Fung Teng"), a company incorporated in the British Virgin
Islands with limited liability and an investment holding company and is
therefore deemed to be interested in 456,150,000 Shares held by Fung
Teng under the SFO.

China Baofeng (International) Limited T L (ER) ARG
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Percentage of the
Company’s issued
share capital
HARQRE BT
RAB DL

Number of shares
B8 E
(Note 1)
GEA

456,150,000 (L) 68.71%
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Interests and short positions in shares, underlying shares
and debentures of the associated corporations of the
Company

RADBEBZENRG - HERSO K
EENERERAR

Percentage of
the associated
corporation’s

issued

share capital

Name of Capacity and Number 1 B B %
Name of Director associated corporation nature of interest of share(s) BT
= o B EE AR SHORERME idvip =] & A= s
Mr. Dang Yanbao (Note 1) Fung Teng Beneficial owner 1 100%
EEELEEMED 1 EEERA
Note: 5T

1. As at 30 June 2019, Mr. Dang Yanbao is the sole shareholder and a
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 2019, 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 2019, 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

RREMR

Capacity and nature of interest

Bt RESEME

Fung Teng (Note 2) Beneficial owner

I g (P 5E2)
Notes:

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

2. Fung Teng, a company incorporated in the British Virgin Islands 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 2019.

Save as disclosed above, so far as is known to the Directors and chief
executive of the Company, as at 30 June 2019, no other person/
company, 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.
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SHARE OPTION SCHEME

The Company adopted the Share Option Scheme for the purpose
of providing incentives and rewards to eligible participants who
contribute to the success of the Group’s operations. Since the Share
Option Scheme was effective on 21 June 2012, no share option
was granted, exercised, cancelled or lapsed under the Share Option
Scheme during the period under review and there was no outstanding
share option under the Share Option Scheme as at 30 June 2019.

RIGHTS TO ACQUIRE SHARES OR DEBENTURES

At no time during the six months ended 30 June 2019 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, there was no change in information of
Directors to be disclosed pursuant to Rule 13.51B(1) of the Listing
Rules.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

During the six months ended 30 June 2019, neither the Company nor
any of its subsidiaries has purchased, redeemed or sold any of the
shares of the Company.
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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 2019, 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 consolidated financial statements of the
Company for the six months ended 30 June 2019 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
2019, 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, 16 August 2019
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