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Corporate Profile

China Goldjoy Group Limited (the “Company”) was established in 2009 and listed on the main board of The Stock
Exchange of Hong Kong Limited on 15 December 2010 (Stock code: 1282). The Company and its subsidiaries
(collectively the “Group” or “China Goldjoy”) has successfully promoted the transformation of its business towards
high value enhancement and diversification. The Group is currently engaged in the business of automation, financial
services, manufacturing, property investment & development & securities investment.

In financial services, the Group, through its subsidiaries, provides securities, futures, precious metals trading, asset
management, wealth management, corporate finance and credit financing services in Hong Kong and provides asset
management, investment management and finance leasing services in Mainland China. To grasp business opportunities
in emerging industries, the Group is also actively developing new energy industries, energy saving and intelligent
manufacturing business.

The Group is a constituent of the MSCI China Small Cap Index and a number of Hang Seng Indexes, including Hang
Seng Internet & Information Technology Index, Hang Seng Global Composite Index, Hang Seng Composite Index
Series — Hang Seng Composite Index, Hang Seng Composite Industry Index — Information Technology, Hang Seng
Composite LargeCap & MidCap Index, Hang Seng Composite MidCap & SmallCap Index and Hang Seng MidCap
Index. The Group also is one of the eligible stocks in the Shanghai-Hong Kong Stock Connect and Shenzhen-Hong
Kong Stock Connect.

Adhering to the philosophy of “sustainable development and giving back to the community,” China Goldjoy is
committed to providing customers with all-rounded quality products and services, to maximize return for our
shareholders, and at the same time strive to contribute to the well-being of the society as a whole. Looking ahead,
with the optimization of business structure and enhancement of profitability, the Group will grasp the pulse of the
era and opportunities of new industries while actively looking for local and overseas partners to promote the overall
development of the Group in the future.
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Financial Highlights

FINANCIAL HIGHLIGHTS

For the six months
ended 30 June

2018 2017

OPERATING RESULTS
Revenue (HKS'million) 914.0 337.6
Gross profit (HK$'million) 322.4 80.0
Operating profit (HKS'million) 349.8 135.7
EBITDA (HKS'million) (Note 1) 359.4 1414
EBIT (HKS'million) (Note 2) 348.9 1323
Net Profit 263.5 105.2
Profit attributable to owners of the Company (HKS'million) 243.7 89.9
Gross profit margin 35.3% 23.7%
Operating profit margin 38.3% 40.2%
Net profit margin 28.8% 31.2%

Earnings per share (HK cent)

— Basic 0.94 0.41
— Diluted 0.94 0.41
As at As at
30 June 31 December
2018 2017

FINANCIAL POSITION
Total assets (HKS'million) 12,304.3 10,961.0
Net assets (HKS'million) 7,215.1 7,769.4
Cash and cash equivalents (HKS'million) 1,357.4 2,231.4
Borrowings (HKS'million) 2,022.8 625.9
Current ratio 1.5 2.4
Gearing ratio (Note 3) 28.0% 8.1%

Notes:
(1) EBITDA is calculated as profit before income tax subtracted by finance cost — net (excluding adjustment of put option
liability in relation to acquisition of subsidiaries) and adding back depreciation of property, plant and equipment,

amortisation of intangible assets and amortisation of land use right.

(2)  EBIT is calculated as profit before income tax subtracted by finance cost — net (excluding adjustment of put option liability
in relation to acquisition of subsidiaries).

(3)  Gearing ratio is calculated as borrowings divided by net asset value.
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Report on Review of Interim Financial Information

i
pwc B Aok

TO THE BOARD OF DIRECTORS OF
CHINA GOLD)JOY GROUP LIMITED
(incorporated in the Cayman lIslands with limited liability)

INTRODUCTION

We have reviewed the interim financial information set out on pages 6 to 53, which comprises the
interim condensed consolidated statement of financial position of China Goldjoy Group Limited (the
“Company”) and its subsidiaries (together, the “Group”) as at 30 June 2018 and the interim condensed
consolidated statements of comprehensive income, the interim condensed consolidated statement of
changes in equity and the interim condensed consolidated statement of cash flows for the six months
then ended, and a summary of significant accounting policies and other 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” issued by the Hong Kong Institute of
Certified Public Accountants. The directors of the Company are responsible for the preparation and
presentation of this interim financial information in accordance with Hong Kong Accounting Standard 34
“Interim Financial Reporting”. Our responsibility is to express a conclusion on this interim financial
information 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 interim financial information 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.

PricewaterhouseCoopers, 22/F, Prince’s Building, Central, Hong Kong
T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com
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CONCLUSION

Based on our review, nothing has come to our attention that causes us to believe that the interim
financial information is not prepared, in all material aspects, in accordance with Hong Kong Accounting

]

Standard 34 “Interim Financial Reporting”.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, 17 August 2018
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Condensed Consolidated Statement of
Financial Position

As at 30 June 2018

As at As at
30 June 31 December
2018 2017
Notes HK$’000 HKS$'000
(Unaudited) (Audited)
ASSETS
Non-current assets
Property, plant and equipment 7 431,882 433,258
Land use right 4,048 4,105
Investment properties 7 2,925,643 2,447,232
Intangible assets 7 191,676 194,670
Investment in an associate 453,562 —
Available-for-sale financial assets 8(a) — 1,534,850
Financial assets at fair value through other comprehensive
income 8(b) 1,379,227 —
Deferred income tax assets 13,501 9,194
Trade receivables 10 7,883 8,341
Finance lease receivables 97,552 104,382
5,504,974 4,736,032
Current assets
Inventories 60,178 55,512
Properties under development 866,921 524,212
Completed properties held for sale 722,308 698,267
Loans and advances 9 966,947 892,904
Trade receivables 10 340,112 356,123
Finance lease receivables 53,217 19,789
Prepayments, deposits and other receivables 11 363,078 276,383
Current income tax recoverables — 10,270
Held-to-maturity investment — 60,000
Financial assets at fair value through profit or loss 12 1,671,831 952,960
Client trust bank balances 308,186 101,031
Restricted cash 79,907 46,154
Cash and cash equivalents 1,357,428 2,231,369
6,790,113 6,224,974
Assets classified as held-for-sale 9,222 =
6,799,335 6,224,974
Total assets 12,304,309 10,961,006
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As at As at
30 June 31 December
2018 2017
Notes HK$’000 HKS'000
(Unaudited) (Audited)
EQUITY
Equity attributable to the Company’s owners
Share capital 13 2,586,981 2,467,933
Share premium 13 4,331,237 3,700,285
Other reserves and retained earnings (371,981) 1,077,697
6,546,237 7,245,915
Non-controlling interests 668,835 523,466
Total equity 7,215,072 7,769,381
LIABILITIES
Non-current liabilities
Other payables 16 98,147 77,364
Borrowings 14 207,114 207,962
Deferred income tax liabilities 342,066 283,647
B 647,327 268,9751
Current liabilities
Trade and bills payables 15 1,257,472 737,629
Accruals and other payables 16 1,160,366 1,382,774
Borrowings 14 1,815,682 417,903
Current income tax liabilities 208,390 84,346
6441910 262065
Total liabilities .. 5089,237 BN
Total equity and liabilities 12,304,309 10,961,006

The notes on pages 11 to 53 form an integral part of this condensed consolidated interim financial

information.
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Condensed Consolidated Statement of
Comprehensive Income

For the six months ended 30 June 2018

Six months Six months
ended 30 June ended 30 June
2018 2017
Notes HKS$’000 HKS$'000
(Unaudited) (Unaudited)
Revenue 6 914,021 337,561
Cost of sales (591,634) (257,603)
Gross profit 322,387 79,958
Other (losses)/gains — net 17 (4,987) 27,046
Other income 17 21,956 68,650
Gain on bargain purchase from acquisition of a subsidiary 27 44,042 —
Fair value gain on investment properties 126,078 66,979
Distribution costs (13,514) (11,759)
Administrative expenses (146,168) (95,188)
Operating profit 18 349,794 135,686
Finance costs — net 19 (14,178) (1,218)
Share of profits/(losses) of associates 3,562 (3,373)
Profit before income tax 339,178 131,095
Income tax expense 20 (75,708) (25,862)
Profic for the period 263,470 105233
Profit attributable to:
— owners of the Company 243,673 89,860
— non-controlling interests 19,797 15,373
263,470 105,233

Other comprehensive (loss)/income
ltems that may be reclassified to profit or loss:
Fair value gain on available-for-sale financial assets,

net of tax — 95,476
Currency translation differences (58,155) (21,853)
[tems that will not be reclassified to profit or loss
Changes in the fair value of financial assets at fair value
through other comprehensive income, net of tax (1,542,643) —
Other comprehensive (loss)/income for the peried (1,600,798) 73,623
Total comprehensive (loss)/income for the period (1,337,328) 178,856
Total comprehensive (loss)/income for the period
attributable to:
— owners of the Company (1,353,897) 163,483
— non-controlling interests 16,569 15,373
(1,337,328) 178,856
Earnings per share for profit attributable to
owners of the Company:
— basic (expressed in Hong Kong cent per share) 21 0.94 0.41
— diluted (expressed in Hong Kong cent per share) 21 0.94 0.41

The notes on pages 11 to 53 form an integral part of this condensed consolidated interim financial
information.
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Condensed Consolidated Statement of
Changes in Equity

For the six months ended 30 June 2018

Attributable to the owners of the Company

Available- Financial assets
for-sale at fair value

financial ~through other Non-
Share Share Merger Capital  Statutory Other assets comprehensive  Exchange  Retained controlling
capital  premium reserve reserve reserve reserve reserve income reserve reserve  earnings  interests Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(Unaudited)
For the six months ended 30 June 2018
At 1 January 2018 (previously stated) 2,467,933 3,700,285 (215,150) 12,411 103,755 (216,087) 51,049 - 112,679 1,229,040 523,466 7,769,381
Change in accounting policy (Note 3) - - - - - - (51,049) 51,049 - (2,596) (649) (3,245)
At 1 January 2018 (restated) 2,467,933 3,700,285 (215,150) 12,411 103,755 (216,087) - 51,049 112,679 1,226,444 522,817 7,766,136
Profit for the period - - - - - - - - - 243,673 19,797 263,470
Other comprehensive loss:
Fair value loss on financial assets at fair
value through other comprehensive
income - - - - - - - (1,542,643) - - —  (1,542,643)
Currency translation differences - - - - - - - - (54,927) - (3228)  (58,155)
Total other comprehensive loss - - - - - - - (1,542,643)  (54,927) - (3,228) (1,600,798)
Total comprehensive (loss)/income - - - - - - - (1,542,643) (54,927) 243,673 16,569 (1,337,328)
Proceeds from issuance of shares
(Note 13) 119,048 630,952 - - - - - - - - - 750,000
Transactions with non-controlling
interests (Note 28) - - - - - 38,751 - - - - 129,449 168,200
Transfer of accumulated gain of a financial
asset at fair value through other
comprehensive income within equity
(Note 8(B)) - - - - - - - (66,261) - 66261 - -
Dividend relating to 2017 paid during
the period - - - - - - - - = (131,936) = (131,936)
At 30 June 2018 2,586,981 4,331,237 (215,150) 12,411 103,755 (177,336) - (1,557,855) 57,752 1,404,442 668,835 7,215,072
Attributable to the owners of the Company
Share Available-for- Non-
Share Share Merger Capital option Statutory sale financial Exchange Retained  controlling
capita premium reserve reserve reserve reserve  Other reserve — assets reserve reserve earnings nterests Total
HKS'000 HKS'000 HK$'000 HKS'000 HKS'000 HK$'000 HKS'000 HKS'000 HK$'000 HKS'000 HKS'000 HK$'000
(Unaudited)
For the six months ended
30 June 2017
At 1 January 2017 2,214,860 2,402,151 (215,150) 1241 370 71370 (224,488) (25,825) 3,768 463,130 446,765 5,149,362
Profit for the period - - - - - - - - - 89,860 15373 105,233
Other comprehensive
income:
Fair value gain on
available-for-sale
financial assets - - - - - - - 95,476 - - - 95,476
Currency translation
differences = = = = = = = = (21,853) = = (21,853)
Total other comprehensive
income/(loss) — - - — - - — 95476 (21,853) — - 73623
Total comprehensive
income/(loss) — - — — - — — 95476 (21,853) 89,860 15373 178,856
Dividend relating to 2016 paid
during the period = = = = = = = = = (70,876) = (70,876)
At 30 June 2017 2,214,860 2,402,151 (215,150) 12411 370 71370 (224,488) 69,651 (18,085) 482,114 462,138 5,257,342

The notes on pages 11 to 53 form an integral part of this condensed consolidated interim financial
information.
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Condensed Consolidated Statement

For the six months ended 30 June 2018

of Cash Flows

Six months

ended 30 June

2018
HK$’000
(Unaudited)

Six months

ended 30 June

2017
HK$'000
(Unaudited)

Cash flows from operating activities
Cash used in operations
Profits tax (paid)/refunded

Net cash used in operating activities

Cash flows from investing activities
Purchase of property, plant and equipment
Payments for construction costs of investment properties
Additions of assets classified as held-for-sale
Purchase of available-for-sale financial assets
Purchase of financial assets at fair value through

other comprehensive income
Purchase of held-to-maturity investment
Proceeds received from disposal of held-to-maturity investment
Proceeds received from disposal of property, plant and equipment
Proceeds received from disposal of available-for-sale financial assets
Proceeds received from disposal of financial assets

at fair value through other comprehensive income
Proceeds received from disposal of investment in an associate
Interest received
Prepayment for property acquisition
Contribution to a newly incorporated associate
Payment for acquisition of subsidiaries, net of cash acquired
Dividend received from an associate
Dividend received from financial instruments

Net cash used in investing activities

Cash flows from financing activities
Drawdown of bank borrowings

Repayment for bank borrowings

Proceeds from issuance of corporate bonds
Settlements of corporate bonds

Interest paid

Proceeds from issuance of shares
Transaction with non-controlling interests
Dividend paid

Net cash generated from financing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents at beginning of the period
Exchange loss on cash and cash equivalents

Cash and cash equivalents at end of the period

(600,678) (56,606)
(10,687) 1,943
R (611,365) (54,663)
(5,692) (10,289)
(438,952) (49,014)
(9,222) —
— (330,488)
(1,898,989) —
— (60,000)
60,000 25,000
3,463 12,374
- 6,764
897,892 —
— 20,000
42,739 6,871
— (6,500)
(450,000) —
(434,070) —
- 9,338
752 —
. (2232079) (375944)
1,397,214 330,670
(62,798) (218,200)
56,000 21,000
(1,050) —
(15,994) (7,917)
750,000 —
10,000 —
(131,936) (70,876)
200143 54677
(842,008) (375,930)
2,231,369 1,535,633
(31,933) (25,547)
1,357,428 1,134,156

The notes on pages 11 to 53 form an integral part of this condensed consolidated interim financial

information.
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Notes to the Condensed Consolidated
Interim Financial Information

For the six months ended 30 June 2018

1 GENERAL INFORMATION

China Goldjoy Group Limited (the “Company”) was incorporated in the Cayman Islands on 17 july
2009 as an exempted company with limited liability under Companies Law, Cap. 22 (Law 3 of 1961,
as consolidated and revised) of the Cayman Islands. The address of its registered office is Cricket
Square, Hutchins Drive, P.O. Box 2681, Grand Cayman, KY1-1111, Cayman Islands.

The Company is an investment holding company. The Company and its subsidiaries (collectively the
“Group”) are principally engaged in the trading and provision of services with respect to automation
related equipment (the “Automation”), financial services (the “Financial Services”), manufacturing of a
range of high-technology and new energy products (the “Manufacturing”), property investment and
development (the “Property Investment and Development”) and securities investment (the
“Securities Investment”).

The Company’s shares are listed on the Main Board of The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) since 15 December 2010.

This condensed consolidated interim financial information is presented in thousands of units of Hong
Kong dollars, unless otherwise stated. This condensed consolidated interim financial information has
been reviewed by audit committee of the Company (the “Audit Committee”) and approved by the
Board for issue on 17 August 2018.

This condensed consolidated interim financial information has been reviewed, not audited.

2  BASIS OF PREPARATION

This condensed consolidated interim financial information for the six months ended 30 June 2018
has been prepared in accordance with Hong Kong Accounting Standard (“HKAS”) 34 “Interim
Financial Reporting”. The condensed consolidated interim financial information should be read in
conjunction with the annual financial statements for the year ended 31 December 2017, which have
been prepared in accordance with Hong Kong Financial Reporting Standards (“HKFRS”).
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Notes to the Condensed Consolidated Interim Financial Information (continued)

For the six months ended 30 June 2018

3

12

ACCOUNTING POLICIES

Except as described below, the accounting policies applied are consistent with those of the annual
financial statements for the year ended 31 December 2017, as described in those annual financial
statements.

Taxes on income in the interim periods are accrued using the tax rate that would be applicable to
expected total annual earnings.

3.1

3.2

New and amended standards adopted by the Group

A number of new or amended standards became applicable for the current reporting period
and the Group had to change its accounting policies as a result of adopting the following
standards:

HKFRS 9 Financial Instruments
HKFRS 15 Revenue from Contracts with Customers

The impact of the adoption of these standards and the new accounting policies are disclosed in
Notes 3.3 and 3.4 below respectively. The other standards did not have any impact on the
Group's accounting policies and did not require retrospective adjustments.

Impact of standards issued but not yet applied by the Group

HKFRS 16 Leases

HKFRS 16 was issued in January 2016. It will result in almost all leases being recognised on the
statement of financial position, as the distinction between operating and finance leases is
removed. Under the new standard, an asset (the right to use the leased item) and a financial
liability to pay rentals are recognised. The only exceptions are short-term and low-value leases.

The accounting for lessors will not significantly change.

The standard will affect primarily the accounting for the Group’s operating leases. As at the
reporting date, the Group has non-cancellable operating lease commitments of HK$15,183,000.
However, the Group has not yet determined to what extent these commitments will result in
the recognition of an asset and a liability for future payments and how this will affect the
Group'’s profit and classification of cash flows.

Some of the commitments may be covered by the exception for short-term and low-value
leases and some commitments may relate to arrangements that will not qualify as leases under
HKFRS 16.

The standard is mandatory for first interim periods within annual reporting periods beginning
on or after 1 January 2019. At this stage, the Group does not intend to adopt the standard
before its effective date.
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3 ACCOUNTING POLICIES (continued)

3.3 Impact of adoption on financial statements — HKFRS 9 and HKFRS 15 (collectively, the “New
HKFRSs”)
(i) Adoption of HKFRS 9
HKFRS 9 replaces the provisions of HKAS 39 that relate to the recognition, classification
and measurement of financial assets and financial liabilities, derecognition of financial
instruments, impairment of financial assets and hedge accounting.

The adoption of HKFRS 9 Financial Instruments from 1 January 2018 resulted in changes in
accounting policies and adjustments to the amounts recognised in the financial
statements. The new accounting policies are set out in Note 3.4(i) below. In accordance
with the transitional provisions in HKFRS 9(7.2.15) and (7.2.26), comparative figures have
not been restated.

The total impact on the Group’s retained earnings and non-controlling interests as at 1
January 2018 is as follows:

Non-

Retained controlling
earnings interests
HKS'000 HK$'000

(Unaudited) (Unaudited)

Closing balances at 31 December 2017 — HKAS 39 1,229,040 523,466
Increase in provision for loans and advances (2,596) (649)
Opening balances at 1 January 2018 — HKFRS 9 1,226,444 522,817
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Notes to the Condensed Consolidated Interim Financial Information (continued)

For the six months ended 30 June 2018

3 ACCOUNTING POLICIES (continued)

3.3 Impact of adoption on financial statements — HKFRS 9 and HKFRS 15 (collectively, the “New
HKFRSs”) (continued)
(i) Adoption of HKFRS 9 (continued)
(a) Classification and measurement

On 1 January 2018 (the date of initial adoption of HKFRS 9), the Group's
management has assessed which business models apply to the financial assets held by
the Group and has classified its financial instruments into the appropriate categories
of the New HKFRSs. The impact of these reclassifications are as follows:

Financial assets

Available- Held-to-  at fair value Financial Financial
for-sale maturity  through other  assets at fair assets at
financial financial comprehensive value through amortised
assets assets income  profit or loss cost
HK$'000 HK$"000 HK$'000 HK$'000 HK$'000

(Unaudited)  (Unaudited) (Unaudited) ~ (Unaudited)  (Unaudited)

Closing balance at

31 December 2017

— HKAS 39 1,534,850 60,000 - 952,960 -
Reclassify an equity

instrument from financial

assets at fair value

through profit or loss

(“FVPL") to financial assets

at fair value through other

comprehensive income

("Fvocl’) - - 378,398 (378,398) -
Reclassify equity instruments

from available-for-sale

financial assets (“AFS") to

Fvod (1,534,850) - 1,534,850 - -
Reclassify listed debt securities

investments from held-to-

maturity investment to

financial assets at

amortised cost - (60,000) - - 60,000

Opening balance at 1 January
2018 — HKFRS 9 - - 1913248 574,562 60,000
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3

ACCOUNTING POLICIES (continued)

3.3 Impact of adoption on financial statements — HKFRS 9 and HKFRS 15 (collectively, the “New

HKFRSs”) (continued)
(i) Adoption of HKFRS 9 (continued)
(a) Classification and measurement (continued)

The impact of these reclassifications on the Group’s equity are as follows:

Retained

AFS FVOCI earnings
reserve reserve (Note)
HKS'000 HKS'000 HKS$'000

(Unaudited) (Unaudited) (Unaudited)

Closing balance at 31 December 2017

— HKAS 39 51,049 - 1,229,040
Reclassify equity instruments from AFS to
FvOCl (51,049) 51,049 —

Opening balance at 1 January 2018
— HKFRS 9 — 51,049 1,229,040

Note: Before provision for loans and advances.

—  Reclassification of an equity instrument from FVPL to FVOCI

The Group elected to present in other comprehensive income (“OCI") changes
in the fair value of one its equity instrument previously classified as FVPL
because the investments are not held for trading. As a result, assets with a fair
value of HK$378,398,000 were reclassified from FVPL to FVOCI.

—  Reclassification of equity instruments from AFS to FVOCI

The Group elected to present in OCl changes in the fair value of its equity
investments previously classified as AFS, because these investments are held as
long-term strategic investments that are not expected to be sold in the short to
medium term. As a result, assets with a fair value of HK$1,534,850,000 were
reclassified from AFS to FVOCI and fair value gains of HKS$51,049,000 were
reclassified from the AFS reserve to the FVOCI reserve on 1 January 2018.
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ACCOUNTING POLICIES (continued)

3.3 Impact of adoption on financial statements — HKFRS 9 and HKFRS 15 (collectively, the “New
HKFRSs”) (continued)
(i) Adoption of HKFRS 9 (continued)

(@)

(b)

Classification and measurement (continued)
—  Reclassification of held-to-maturity investment to financial assets of amortised
cost

Assets that would have previously been classified as held-to-maturity are now
classified at amortised cost. The Group intends to hold the assets to maturity
to collect contractual cash flows and these cash flows consist solely of
payments of principal and interest on the principal amount outstanding. There
was no difference between the previous carrying amount and the revised
carrying amount of these financial assets at 1 January 2018 to be recognised in
opening retained earnings.

There is no impact on the Group’s accounting for financial liabilities.

Impairment of financial assets
The Group has four types of financial assets that are subject to the new expected
credit loss model of the New HKFRSs:

. Trade receivables

. Lease receivables

. Loans and advances

. Other financial assets at amortised costs.

The Group was required to revise its impairment methodologies under HKFRS 9 for
each of these classes of assets. Except for loans and advances, the impact of the
change in impairment methodology on the Group’s retained earnings and equity is
insignificant.

While cash and cash equivalents are also subject to the impairment requirements of
HKFRS 9, the identified impairment loss was immaterial.
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3

ACCOUNTING POLICIES (continued)

3.3 Impact of adoption on financial statements — HKFRS 9 and HKFRS 15 (collectively, the “New
HKFRSs”) (continued)
(i) Adoption of HKFRS 9 (continued)
(b) Impairment of financial assets (continued)

Trade receivables and lease receivables

The Group applies HKFRS 9 simplified approach to measure expected credit
losses which uses a lifetime expected loss allowance for all trade receivables and
lease receivables.

To measure the expected credit losses, trade receivables and lease receivables
have been grouped based on shared credit risk characteristics and the days past
due. The Group applied different expected loss rates to different classes of trade
receivables and lease receivables, according to their respective risk
characteristics.

Trade receivables and lease receivables are written off when there is no
reasonable expectation of recovery. Indicators that there is no reasonable
expectation of recovery include, amongst others, the failure of a debtor to
engage in a repayment plan with the Group.

The Group has assessed the expected credit loss model applied to the trade
receivables and lease receivables as at 1 January 2018 and the change in
impairment methodologies has no significant impact of the Group’s
consolidated financial statements and the opening loss allowance is not restated
in this respect.

Loans and advances

The Group has assessed the expect credit loss model apply to the loans and
advances as at 1 January 2018 and the change in impairment methodologies on
the Group's opening loss allowances at 1 January 2018 is as follows:

HK$’000
(Unaudited)

At 31 December 2017 — calculated under HKAS 39 —
Amounts restated through opening retained earnings 3,245

Opening loss allowance as at 1 January 2018
— calculated under HKFRS 9 3,245
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Notes to the Condensed Consolidated Interim Financial Information (continued)

For the six months ended 30 June 2018

3 ACCOUNTING POLICIES (continued)

3.3 Impact of adoption on financial statements — HKFRS 9 and HKFRS 15 (collectively, the “New
HKFRSs”) (continued)
(i) Adoption of HKFRS 9 (continued)
(b) Impairment of financial assets (continued)
—  Other financial assets at amortised cost

Other financial assets at amortised cost include other receivables. The Group
has assessed the expected credit loss model apply to the other receivables as at
1 January 2018 and the change in impairment methodologies has no impact of
the Group's consolidated financial statements and the opening loss allowance is
not restated in this respect.

(ii) Adoption of HKFRS 15
The Group has adopted HKFRS 15 from 1 January 2018 which resulted in changes in
accounting policies and adjustments to the amounts recognised in the condensed
consolidated financial information. In accordance with the transitional provisions in
HKFRS 15, the Group has adopted the modified retrospective approach and comparative
figures have not been restated.

The accounting policies were changed to comply with HKFRS 15. HKFRS 15 replaces the
provision of HKAS 18 “Revenue” (“HKAS 18”") that relate to the recognition, classification
and measurement of revenue and costs.
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3

ACCOUNTING POLICIES (continued)

3.3 Impact on financial statements — HKFRS 9 and HKFRS 15 (collectively, the “New HKFRSs”)

(continued)

(ii) Adoption of HKFRS 15 (continued)
The impact on the Group’s financial position by the application of HKFRS 15 as compared
to HKAS 18 that was previously in effect before the adoption of HKFRS 15 is as follows:

As at 1 January 2018
As Reclassifica-
previously  tion under
stated HKFRS 15 Restated
HK$’000 HK$’000 HK$’000
(Unaudited) (Unaudited) (Unaudited)

Consolidated statement of financial position

(extract)
Accruals and other payables — Contract liabilities — 142,437 142,437
Accruals and other payables — Advance receipts

from customers 142,437 (142,437) —

The adoption of HKFRS 15 has no material impact to the Group’s net assets as at 31
December 2017 and the condensed consolidated results, earnings per share (basic and
diluted) and condensed consolidated cash flows for the period ended 30 June 2017.

3.4 Changes in accounting policies upon adopting of the New HKFRSs
(i) HKFRS 9 — Financial instruments
Investments and other financial assets

(a)

Classification
From 1 January 2018, the Group classifies its financial assets in the following
measurement categories:

. those to be measured subsequently at fair value (either through OCI, or through
profit or loss), and

. those to be measured at amortised cost.

The classification depends on the Group’s business model for managing the financial
assets and the contractual terms of the cash flows.

For assets measured at fair value, gains and losses will either be recorded in profit or
loss or OCI. For investments in equity instruments that are not held for trading, this
will depend on whether the Group has made an irrevocable election at the time of
initial recognition to account for the equity investment at fair value through OCI.
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ACCOUNTING POLICIES (continued)

3.4 Changes in accounting policies upon adopting of the New HKFRSs (continued)
(i) HKFRS 9 — Financial instruments (continued)
Investments and other financial assets (continued)
(b) Measurement

At initial recognition, the Group measures a financial asset at its fair value plus, in
the case of a financial asset not at fair value through profit or loss, transaction costs
that are directly attributable to the acquisition of the financial asset. Transaction
costs of financial assets carried at FVPL are expensed in profit or loss.

Financial assets with embedded derivatives are considered in their entirety when
determining whether their cash flows are solely payment of principal and interest.

Debt instruments

Subsequent measurement of debt instruments depends on the Group’s business
model for managing the asset and the cash flow characteristics of the asset. The
Group classifies its debt instruments into measurement category of amortised cost:

. Amortised cost: Assets that are held for collection of contractual cash flows where
those cash flows represent solely payments of principal and interest are
measured at amortised cost. Interest income from these financial assets is
included in finance income using the effective interest rate method. Any gain or
loss arising on derecognition is recognised directly in profit or loss and
presented in other (losses)/gains, together with foreign exchange gains and
losses. Impairment losses are presented as separate line item in the condensed
consolidated statement of comprehensive income.

Equity instruments

The Group subsequently measures all equity investments at fair value. Where the
Group’s measurement has elected to present fair value gains or losses of equity
investments in OCI, there is no subsequent reclassification of fair value gains and
losses to profit or loss following the derecognition of the investment. Dividends from
such investments continue to be recognised in profit or loss as other income and
other (losses)/gains — net, when the Group’s right to receive payments is
established.

Changes in fair value of financial assets at FVPL are recognised in revenue in the
condensed consolidated statement of comprehensive income as applicable.
Impairment losses (and reversal of impairment losses) on equity investments
measured at FVOCI are not reported separately from other changes in fair value.

CHINA GOLDJOY GROUP LIMITED Interim Report 2018



3

ACCOUNTING POLICIES (continued)

3.4 Changes in accounting policies upon adopting of the New HKFRSs (continued)
(i) HKFRS 9 — Financial instruments (continued)
Investments and other financial assets (continued)

(c)

Impairment

From 1 January 2018, the Group assesses on a forward looking basis the expected
credit losses associated with its debt instruments carried at amortised cost and
FVOCI. The impairment methodology applied depends on whether there has been a
significant increase in credit risk.

For trade receivables and leased receivables, the Group applies the simplified
approach permitted by HKFRS 9, which requires expected lifetime losses to be
recognised from initial recognition of the receivables.

For other receivables, the Group applies the three-stage model permitted by HKFRS
9, which requires impairment of financial assets to be recognised in stages:

Stage 1 — as soon as a financial instrument is originated or purchased, 12-month
expected credit losses are recognised in profit or loss and a loss
allowance is established. This serves as a proxy for the initial
expectations of credit losses. For financial assets, interest revenue is
calculated on the gross carrying amount (i.e. without deduction for
expected credit losses).

Stage 2 — if the credit risk increases significantly and is not considered low, full
lifetime expected credit losses are recognised in profit or loss. The
calculation of interest revenue is the same as for Stage 1.

Stage 3 — if the credit risk of a financial asset increases to the point that it is
considered credit-impaired, interest revenue is calculated based on the
amortised cost (i.e. the gross carrying amount less the loss allowance).
Financial assets in this stage will generally be assessed individually.
Lifetime expected credit losses are recognised on these financial assets.

The net impairment losses on financial assets, including reversals of impairment losses
or impairment gains, are shown separately in the condensed consolidated statement
of comprehensive income.
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ACCOUNTING POLICIES (continued)

3.4 Changes in accounting policies upon adopting of the New HKFRSs (concinued)

(i

HKFRS 15 — Revenue from contracts with customers

If contracts involve the sale of multiple elements, the transaction price will be allocated to
each performance obligation based on their relative stand-alone selling prices. If the stand-
alone selling prices are not directly observable, they are estimated based on expected cost
plus a margin or adjusted market assessment approach, depending on the availability of
observable information.

Revenue is recognised when or as the control of the good or service is transferred to the
customer. Depending on the terms of the contract and the laws that apply to the
contract, control of the good or service may be transferred over time or at a point in
time.

Control of the good or service is transferred over time if the Group’s performance:

. provides all of the benefits received and consumed simultaneously by the customer;
. creates or enhances an asset that the customer controls as the Group performs; or
. does not create an asset with an alternative use to the Group and the Group has an

enforceable right to payment for performance completed to date.

If control of the goods or services transfers over time, revenue is recognised over the
period of the contract by reference to the progress towards complete satisfaction of that
performance obligation. Otherwise, revenue is recognised at a point in time when the
customer obtains control of the goods or service.

Specific criteria where revenue is recognised are described below.
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3

ACCOUNTING POLICIES (continued)

3.4 Changes in accounting policies upon adopting of the New HKFRSs (continued)
(ii) HKFRS 15 — Revenue from contracts with customers (continued)

(a)

(b)

(c)

(d)

(e)

)

Sales of goods

Sales of goods are recognised when a group entity has transferred control over
products to the customer, the customer has accepted the products, there is no
unfulfilled obligation that could affect the customer’s acceptance of the products,
the amount of sales can be reliably measured and it is probable that future
economic benefits will flow to the entity. Revenue from sales is based on the price
specified in the sales contracts. Accumulated experience is used to estimate the
likelihood and provide for sales return for the goods sold at the time of sale. A
receivable is recognised when the goods are delivered as this is the point in time
that the consideration is unconditional because only the passage of time is required
before the payment is due.

Sale of properties

The Group develops and sells residential properties. Revenue is recognised when
control over the property has been transferred to the customer. The properties have
generally no alternative use for the group due to contractual restrictions. However,
an enforceable right to payment does not arise until legal title has passed to the
customer. Therefore, revenue is recognised at a point in time when the legal title has
passed to the customer.

Licence fee income

Licence fee income is recognised when the Group has delivered the software and
documentation to the licence, the related service conditions have been fulfilled and
collectability of the licence fee is reasonably assured.

Commission and brokerage income

Commission and brokerage income on dealings in securities and futures contracts are
recognised as revenue on the transactions dates when the relevant contract notes are
executed.

Consultancy fee income
Consultancy fee income is recognised on a time proportion basis.

Management fee income and performance fee income
Management fee income and performance fee income are recognised when services
are rendered.
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ACCOUNTING POLICIES (continued)

3.4 Changes in accounting policies upon adopting of the New HKFRSs (concinued)
(ii) HKFRS 15 — Revenue from contracts with customers (continued)

(g)

(h)

(1)

()

(k)

1)

ESTIMATES

Interest income

Interest income is recognised on a time-proportion basis using the effective interest
method. When a receivable is impaired, the Group reduces the carrying amount to
its recoverable amount, being the estimated future cash flows discounted at the
original effective interest rate of the instrument, and continues unwinding the
discount as interest income. Interest income on impaired loans is recognised using
the original effective interest rate.

Dividend income
Dividend income is recognised when the right to receive payment is established.

Rental income
Rental income from investment property is recognised on a straight-line basis over
the term of the lease.

Securities investment income

Securities investment income includes net gain/loss on financial assets and liabilities
at fair value through profit or loss including realised gains/losses which are
recognised on trade dates; and unrealised fair value gains/losses which are recognised
in the period in which they arise.

Installation income and maintenance income
Installation income and maintenance income are recognised when services are
rendered.

Sundry income
Sundry income is recognised when the right to receive payment is established.

The preparation of interim financial information requires management to make judgements,
estimates and assumptions that affect the application of accounting policies and the reported
amounts of assets and liabilities, income and expense. Actual results may differ from these estimates.

In preparing the condensed consolidated interim financial information, the significant judgements
made by management in applying the Group’s accounting policies and the key sources of estimation
uncertainty were the same as those that applied to the consolidated financial statements for the
year ended 31 December 2017.
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5

FINANCIAL RISK MANAGEMENT AND FINANCIAL INSTRUMENTS

5.1

5.2

Financial risk factors
The Group's activities expose it to a variety of financial risks: market risk (including foreign
exchange, price risk and interest rate risk), credit risk and liquidity risk.

The condensed consolidated interim financial information do not include all financial risk
management information and disclosures required in the annual financial statements, and
should be read in conjunction with the Group’s annual financial statements as at 31 December
2017.

There have been no changes in the risk management policies since the year end.

Liquidity risk

Prudent liquidity risk management includes maintaining sufficient cash and marketable
securities, the availability of funding through an adequate amount of credit facilities and the
ability to settle the payables of the Group. Due to the dynamic nature of the underlying
businesses, senior management of the Group aims to maintain flexibility in funding by keeping
committed credit lines available. Compared to year end, there was no material change in the
contractual undiscounted cash out flows for financial liabilities except bank borrowings.

The table below analyses the Group’s financial liabilities into relevant maturity groupings based
on the remaining period at the end of the reporting period to the contractual maturity date.
The amounts disclosed in the table are the contractual undiscounted cash flows.

Between Between
On Within one and two and
demand one year two years five years Total

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

At 30 June 2018
Trade and bill payables - 1,257,472 - - 1,257,472
Accruals and other payables - 1,133,311 98,147 - 1,231,458
Borrowings and interest payables (Note) 1,352,320 403,300 233,211 32,550 2,021,381
1,352,320 2,794,083 331,358 32,550 4,510,311
At 31 December 2017
Trade and bill payables - 737,629 - - 737,629
Accruals and other payables - 1,367,933 77,364 - 1,445,297
Bank borrowings and interest payables (Note) 417,903 14,107 186,356 32,550 650916
417903 2,119,669 263,720 32,550 2,833,842
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FINANCIAL RISK MANAGEMENT AND FINANCIAL INSTRUMENTS (concinued)

5.2 Liquidity risk (concinued)
Note:

Where the loan agreement contains a repayable on demand clause which gives the lender the unconditional right to
call the loan at any time, the amounts repayable are classified in the earliest time bracket in which the lender could
demand repayment. Based on the internal information provided by management, it is expected that the lender will
not exercise its rights to demand repayment. The expected cash flows with reference to the schedule of repayments
set out in the loan agreements are as follows:

Between Between
Within one and two and Over

one year two years five years five years Total

HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
At 30 June 2018
Borrowings and interest payables 1,709,318 254,265 51,492 100,270 2,115,345
At 31 December 2017
Bank borrowings and interest

payables 334,817 191,990 49,455 81,682 657,944

5.3 Fair value estimation
The table below analyses financial instruments carried at fair value, by valuation method. The
different levels have been defined as below:

— Quoted prices (unadjusted) in active markets for identical assets or liabilities (Level 1).

— Inputs other than quoted prices included within level 1 that are observable for the asset
or liability, either directly (that is, as prices) or indirectly (that is, derived from prices)
(Level 2).

— Inputs for the asset or liability that are not based on observable market data (that is
unobservable inputs) (Level 3).
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5

5.3 Fair value estimation (continued)

FINANCIAL RISK MANAGEMENT AND FINANCIAL INSTRUMENTS (concinued)

The following table presents the Group’s financial assets/liabilities that are measured at fair
value at 30 June 2018 and 31 December 2017:

Level 1 Level 2 Level 3 Total
HK$’000 HK$’000 HK$’000 HK$’000
At 30 June 2018
Assets
Financial assets at fair value through
profit or loss 1,671,831 - — 1,671,831
Financial assets at fair value through
other comprehensive income 1,328,195 - 51,032 1,379,227
3,000,026 - 51,032 3,051,058
Liabilities
Put option liability in relation to
acquisition of subsidiaries - - 247,146 247,146
Liability in relation to guaranteed return — 98,147 — 98,147
- 98,147 247,146 345,293
At 31 December 2017
Assets
Financial assets at fair value through
profit or loss 933,110 19,850 — 952,960
Available-for-sale financial assets 1,483,818 — 51,032 1,534,850
2,416,928 19,850 51,032 2,487,810
Liabilities
Put option liability in relation to
acquisition of subsidiaries = = 242,733 242,733
Liability in relation to guaranteed return — 77,364 — 77,364
— 77,364 242,733 320,097

In 2018, there were no transfers of financial assets between

CHINA GOLDJOY GROUP LIMITED

Level 1, Level 2 and Level 3.
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FINANCIAL RISK MANAGEMENT AND FINANCIAL INSTRUMENTS (concinued)

5.4 Valuation techniques used to derive Level 2 fair values
The fair value of financial instruments that are not traded in an active market is determined by
using valuation techniques. These valuation techniques maximise the use of observable market
data where it is available and rely as little as possible an entity specific estimates. If all
significant inputs required to fair value an instrument are observable, the instrument is
included in level 2. Instruments included in level 2 comprise unlisted securities classified as
financial assets at fair value through profit or loss.
5.5 Fair value measurements using significant unobservable inputs (Level 3)
Fair value Unobservable Inputs Range (weighted average)
30 June 31 December Relationship of
2018 2017 Valuation 30 June 31 December 30 June 371 December  unobservable inputs
Description (HK$'000) (HKS'000)  technique(s) 2018 217 2018 2017 to fair value
Equity security 20,006 20006 Market comparable Volatility Volatility 50% 50%  The higher the volatility,
approach using equity the higher the fair
allocation method value
Equity security 27,026 27,026 Market comparable Volatility Volatility 50% 50%  The higher the volatility,
approach using equity the higher the fair
allocation method value
Equity security 4,000 4000 Combination of cost Volatility Volatility 40% 40%  The higher the volatility,
approach and market the higher the fair
comparable approach value
using equity allocation
method
5.6 Group’s valuation processes
The Group’s finance department performs the valuations of financial assets required for
financial reporting purposes, including Level 3 fair values. The finance department reports
directly to the Chief Financial Officer (“CFO”) and the Audit Committee. Discussions of
valuation processes and results are held between the CFO, Audit Committee and the valuation
team at least once every month, in line with the Group’s monthly reporting dates.
Changes in Level 2 and 3 fair values are analysed at each reporting date during the monthly
valuation discussions between the CFO, Audit Committee and the valuation team. As part of
that discussion, the team presents a report that explains the reasons for the fair value
movements.
5.7 Fair value of financial assets/(liabilities) measured at amortised cost

CHINA GOLDJOY GROUP LIMITED

The fair value of financial assets/(liabilities) measured at amortised cost approximate their
carrying amount.

Interim Report 2018



SEGMENT INFORMATION

Management has determined the operating segments based on the reports reviewed by the Chief
Executive Officer of the Company (the “CEQ”) that are used to make strategic decisions.

The reportable segments were classified as Automation, Financial Services, Manufacturing, Property
Investment and Development and Securities Investment:

— Automation segment represents the trading of automated production related equipment and
provision of related services business;

— Financial Services segment represents regulated business activities in respect to financial services
under the SFO in Hong Kong;

— Manufacturing segment represents the manufacturing of a range of high-technology and new
energy products;

— Property Investment and Development segment represents the properties investment activities
and property development project in Hong Kong and the PRG

— Securities Investment segment represents the investment activities through direct investments
in listed and unlisted securities.

The revenue from external parties is measured in a manner consistent with that in the condensed
consolidated interim financial information.

The CEO assesses the performance of the operating segments based on a measure of operating
profit, which is in a manner consistent with that of the condensed consolidated interim financial
information.

Sales between segments are carried out at arm’s length. The Group’s revenue by segment is as
follows:

Six months ended 30 June 2018 Six months ended 30 June 2017

Total Inter Revenue Tortal Inter Revenue
segment segment from external segment segment  from external
revenue revenue  customers revenue revenue customers

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)  (Unaudited)

Automation 266,941 - 266,941 275,064 - 275064
Financial Services 97,136 (3,613) 93,523 66,007 (972) 65,035
Manufacturing 39,508 - 39,508 15753 - 15753
Property Investment and Development 359,114 (4,167) 354,947 13,445 (4274) 9171
Securities Investment 159,102 - 159,102 (27,462) - (27462)
Total 921,801 (7,780) 914,021 340,807 (5,246) 337,561
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SEGMENT INFORMATION (continued)

An analysis of revenue of the Group is as follows:

Six months
ended

30 June
2018
HK$’000
(Unaudited)

Six months
ended

30 June
2017
HKS'000
(Unaudited)

Sale of goods

Sale of properties

Securities investment income/(loss)

Interest income from money lending
Installation and maintenance income

Rental income

Commission and brokerage income
Management fee and performance fee income

Revenue

295,781 288,043
338,671 —
161,183 (59,666)
60,160 58,705
10,668 2,612
16,277 9,171
26,056 36,829
5,225 1,867
914,021 337,561
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6 SEGMENT INFORMATION (continued)

Reportable segment information is reconciled to profit before income tax as follows:

Six months Six months
ended ended

30 June 30 June
2018 2017
HKS$’000 HKS$'000

(Unaudited) (Unaudited)

Operating profit/(loss)

Automation 11,270 12,095
Financial Services 38,646 22,692
Manufacturing (10,577) (6,424)
Property Investment and Development 194,206 70,349
Securities Investment 133,543 13,569
Total 367,088 112,281
Unallocated

Other (losses)/gain — net (5,137) 27,038
Other income 9,404 7,313
Administrative expenses (21,561) (10,946)
Finance costs — net (14,178) (1,218)
Share of profits/(losses) of associates 3,562 (3,373)
Profit before income tax 339,178 131,095

Certain other (losses)/gains — net, other income and administrative expenses are not allocated to
segments, as they are inseparable and not attributable to particular reportable segments. Finance
costs — net and share of profits/(losses) of associates are not allocated to segments, as these type of
activities are managed by the central finance and accounting function, which manages the working
capital of the Group.
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SEGMENT INFORMATION (continued)

Other segment information is reconciled to profit before income tax as follows:

Six months
ended

30 June
2018
HK$’000
(Unaudited)

Six months
ended

30 June
2017
HKS$'000
(Unaudited)

Other segment items — depreciation and amortisation

Automation

Financial Services

Manufacturing

Property Investment and Development
Securities Investment

Unallocated

Total

(56) (83)
(4,417) (3,752)
(1,374) (65)
(1,484) (1,422)

(207) (147)
(2,954) (3,588)
(10,492) (9,057)

The assets attributable to different reportable segments are reconciled to total assets as follows:

As at As at
30 June 31 December
2018 2017
HK$’000 HKS'000
(Unaudited) (Audited)

Segment assets
Automation 551,501 488,077
Financial Services 1,681,690 1,331,507
Manufacturing 216,052 247,195
Property Investment and Development 5,195,435 4,077,629
Securities Investment 3,474,127 3,004,435
Segment assets for reportable segments 11,118,805 9,148,843
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SEGMENT INFORMATION (continued)

The assets attributable to different reportable segments are reconciled to total

assets as follows

(continued):
As at As at
30 June 31 December
2018 2017
HK$’000 HKS$'000
(Unaudited) (Audited)
Unallocated

Property, plant and equipment 262,418 265,598

Financial assets at fair value through
other comprehensive income 112,207 —
Available-for-sale financial assets — 136,616
Investment in an associate 453,562 —
Prepayments, deposits and other receivables 160,140 2,100
Held-to-maturity investment — 60,000
Financial assets at fair value through profit or loss — 19,850
Cash and cash equivalents 197,177 1,327,999
Total assets 12,304,309 10,961,006
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Notes to the Condensed Consolidated Interim Financial Information (continued)

For the six months ended 30 June 2018

6

34

SEGMENT INFORMATION (continued)

The liabilities attributable to different reportable segments are reconciled to total liabilities as
follows:

As at As at
30 June 31 December
2018 2017
HK$’000 HKS$'000
(Unaudited) (Audited)

Segment liabilities
Automation 256,306 198,704
Financial Services 914,278 511,170
Manufacturing 56,757 58,049
Property Investment and Development 1,798,178 1,490,028
Securities Investment 632,378 82,318
Segment liabilities for reportable segments 3,657,897 2,340,269

Unallocated

Accruals and other payables 16,807 353,995
Borrowings 864,077 315,967
Current income tax liabilities 208,390 84,346
Deferred income tax liabilities 342,066 97,048
Total liabilities 5,089,237 3,191,625

PROPERTY, PLANT AND EQUIPMENT, INVESTMENT PROPERTIES AND INTANGIBLE
ASSETS

During the six months ended 30 June 2018, the Group incurred expenditures of approximately
HK$5,692,000 (six months ended 30 June 2017: HK$10,289,000) and HK$34,425,000 (six months ended
30 June 2017: HKS$2,064,000) on property, plant and equipment and investment properties,
respectively and no expenditures incurred on intangible assets (six months ended 30 June 2017: Nil).

During the six months ended 30 June 2018, the Group has recorded a fair value gain on investment
properties of approximately HK$126,078,000 (six months ended 30 June 2017: HK$66,979,000).

Bank borrowings are secured by property, plant and equipment and investment properties with a
carrying amount of HK$463,480,000 (31 December 2017: HK$457,574,000) (Note 14).
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8(A) AVAILABLE-FOR-SALE FINANCIAL ASSETS

As at As at
30 June 31 December
2018 2017
HK$’000 HK$'000
(Unaudited) (Audited)

Listed shares
— Equity securities — Norway — 84,364
— Equity securities — the USA - 1,221
— Equity securities — Hong Kong — 1,242,800
— Equity securities — the PRC - 155,433
— 1,483,818
Unlisted shares - 51,032
- 1,534,850

Upon adoption of HKFRS 9 on 1 January 2018, the financial instrument category of available-for-sale
financial assets is no longer available. The management has assessed the business models and the
contractual terms of the cash flows apply to the financial instruments and reclassified these financial
instruments into appropriate HKFRS 9 categories (Note 3.3(i)(a)).
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Notes to the Condensed Consolidated Interim Financial Information (continued)

For the six months ended 30 June 2018

8(B) FINANCIAL ASSETS AT FAIR VALUE THROUGH OTHER COMPREHENSIVE INCOME

36

As at As at
30 June 31 December
2018 2017
HK$’000 HK$'000
(Unaudited) (Audited)

Listed shares
— Equity securities — Norway 41,367 —
— Equity securities — the USA 19,808 —
— Equity securities — Hong Kong 1,109,989 —
— Equity securities — the PRC 157,031 —
1,328,195 —
Unlisted shares 51,032 —
1,379,227 —

Certain unlisted securities of aggregated carrying amount of HK$51,032,000 are measured at fair value
determined by using discounted cash flow approaches which are not based on observable inputs.

The fair values of listed securities are determined on the basis of their quoted market prices at the
end of reporting period.

Changes in fair value of the above equity securities are recognised in other comprehensive income
and accumulated within the financial assets at fair value through other comprehensive income
reserves within equity. The Group transfers amounts from this reserve to retained earnings when the
relevant equity securities are derecognised.
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9

LOANS AND ADVANCES

As at As at

30 June 31 December

2018 2017

HK$’000 HKS$'000

(Unaudited) (Audited)

Loans and advances (Note (a)) 373,986 475,657
Margin loans receivables (Note (b)) 599,071 417,247
Less: loss allowance (6,110) =
966,947 892,904

Notes:

(a)  The loans and advances are secured and/or backed by guarantee. Credit limits are set for borrowers based on the

quality of collateral held and the financial background of the borrower. Collateral values and overdue balances are

reviewed and monitored regularly.

The carrying amounts of loans and advances are interest bearing and denominated in Hong Kong dollars.

(b)  The credit facility limits granted to margin clients are determined by the discounted market value of the collateral

securities accepted by the Group.

The loans to margin clients are secured by the underlying pledged securities and are interest bearing. The Group

maintains a list of approved stocks for margin lending at a specified loan to collateral ratio. Any excess in the

lending ratio will trigger a margin call and the clients have to make good the shortfall.

As at 30 June 2018, margin loan receivables were secured by securities pledged by the clients to the Group as
collateral with undiscounted market value of HKS$2,128,356,000 (2017: HK$2,121,683,000).

The carrying amount of margin loan receivables reflects a reasonable approximation of its fair value.
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Notes to the Condensed Consolidated Interim Financial Information (continued)

For the six months ended 30 June 2018

10 TRADE RECEIVABLES

38

As at As at

30 June 31 December

2018 2017

HK$’000 HKS$'000

(Unaudited) (Audited)

Trade receivables 351,012 367,481
Less: Provision for impairment on receivables (3,017) (3,017)
Trade receivables — net 347,995 364,464
Less: non-current portion (7,883) (8,341)
Current portion 340,112 356,123

The carrying amounts of trade receivables approximate their fair values.

For customers of Manufacturing, the Group generally grants a credit period of 30 to 90 days to its
customers. For customers of Automation products, a credit period ranging from 30 days to 60 days
after acceptance is generally granted with exception of some trade customers where the credit
period of 12—18 months are granted. For customers of Property Investment and Development, the
balances are due upon issuance of invoices. Therefore, the entire balance falls within the ageing
group of 0—30 days. The ageing analysis of trade receivables based on invoice date is as follows:

As at As at

30 June 31 December

2018 2017

HK$’000 HKS'000

(Unaudited) (Audited)

0 to 30 days 204,187 280,702
37 to 60 days 12,572 32,983
61 to 90 days 17,389 10,390
91 to 120 days 19,847 8,699
Over 120 days 97,017 34,707
351,012 367,481

As at 30 June 2018, trade receivables of HK$294,840,000 (2017: HK$300,188,000) are neither past due
nor impaired. These relate to customers for whom there is no recent history of default.
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PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES

As at As at
30 June 31 December
2018 2017
HK$’000 HK$'000
(Unaudited) (Audited)
Utilities and other deposits 126,055 121,999
Value-added tax recoverables 15,116 4,144
Consultancy fee income receivables 27,400 27,635
Prepayment for property development 2,476 83,748
Prepayment for inventories 12,678 11,004
Bond interest receivable — 3,945
Receivable from partial disposal of subsidiaries 158,200 —
Government subsidy receivable 4,145 —
Others 17,008 23,908
363,078 276,383
12 FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

As at As at
30 June 31 December
2018 2017
HK$’000 HK$'000
(Unaudited) (Audited)

Listed securities:
— Equity securities — the PRC 29,595 58,635
— Equity securities — Hong Kong 1,642,236 874,475
1,671,831 933,110
Other securities - 19,850
1,671,831 952,960

The fair value of listed securities are determined on the basis of their quoted market prices at the

end of reporting period.

CHINA GOLDJOY GROUP LIMITED  Interim Report 2018 39



Notes to the Condensed Consolidated Interim Financial Information (continued)

For the six months ended 30 June 2018

13 SHARE CAPITAL AND PREMIUM

Number of Share Share

shares capital premium Total

(thousands) HK$'000 HKS$'000 HK$'000

At 1 January 2017 (Audited) 22,148,598 2,214,860 2,402,151 4,617,011
At 30 June 2017

(Unaudited) 22,148,598 2,214,860 2,402,151 4,617,011

At 1 January 2018 (Audited) 24,679,330 2,467,933 3,700,285 6,168,218

Shares issued (Note) 1,190,476 119,048 630,952 750,000
At 30 June 2018

(Unaudited) 25,869,806 2,586,981 4,331,237 6,918,218

Note: On 3 December 2017, the Group entered into the placing agreement, pursuant to which the investors agreed to
subscribe for 2,857,140,000 new shares (“Share placement”). On 22 December 2017, 1,666,664,000 shares of the share
placement were issued on 22 December 2017. The share placement of the remaining 1,190,476,000 shares was
completed on 10 January 2018 when the remaining shares were issued at a price of HK$0.63 per share for a total
cash consideration of HK$750,000,000.

14 BORROWINGS

As at As at
30 June 31 December
2018 2017
HK$’000 HKS'000
(Unaudited) (Audited)
Non-current
3 years corporate bonds 31,452 31,723
Bank loans, secured 175,662 176,239
B 207,114 [
Current
1 year corporate bonds 56,559 —
Bank loans, secured 1,259,943 329,856
Trust receipts loans, secured 99,180 88,047
Loan from a third party, unsecured 400,000 —
.. 15,682 I
Total borrowings 2,022,796 625,865
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14

BORROWINGS (continued)

The Group’s borrowings at the end of reporting period were repayable as follows:

Bank borrowings Other borrowings
As at As at As at As at
30 June 31 December 30 June 31 December
2018 2017 2018 2017
HK$’000 HKS$'000 HK$’000 HKS$'000
(Unaudited) (Audited) (Unaudited) (Audited)
Within one year 1,359,123 417,903 400,000 —
Between one and two years 175,662 176,239 56,559 —
Between two and five years — — 31,452 31,723
1,534,785 594,142 488,011 31,723

Bank borrowings are secured by corporate guarantees provided by the Company and certain of its
subsidiaries, property, plant and equipment and investment properties (Note 7) and financial assets
at fair value through other comprehensive income.

As at 30 June 2018 and 31 December 2017, the Group has not breached any of the banking facilities.
During the period ended 30 June 2018, the Company issued bonds with aggregated amount of
HK$56,000,000 (2017: HK$31,723,000) to several independent third parties with 5% coupon rates per
annum, payable in approximately 1 year (2017: 3 years) from the respective issue dates. The amounts
of bonds repayable at their maturities are disclosed in Note 5.2.

As at 30 June 2018, other borrowing of HK$400,000,000 was unsecured and repayable within 1 year
with 6% interest bearing per annum.

The fair values of borrowings approximate their carrying amounts, as the impact of discounting is not
significant.

As at As at

30 June 31 December

2018 2017

HK$’000 HK$'000

(Unaudited) (Audited)

US dollar 66,233 88,047
Japanese yen 32,947 —
Hong Kong dollar 1,747,954 361,579
RMB 175,662 176,239
2,022,796 625,865
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Notes to the Condensed Consolidated Interim Financial Information (continued)

For the six months ended 30 June 2018

14 BORROWINGS (continued)

The carrying amounts of bonds approximate their values and are denominated in Hong Kong
dollars.

15 TRADE AND BILLS PAYABLES

As at As at

30 June 31 December

2018 2017

HK$’000 HK$'000

(Unaudited) (Audited)

Trade payables 1,237,749 724,612
Bills payables 19,723 13,017
1,257,472 737,629

The ageing analysis of the trade and bills payables based on invoice date is as follows:

As at As at

30 June 31 December

2018 2017

HK$’000 HK$’000

(Unaudited) (Audited)

0 to 30 days 1,191,033 699,289
317 to 60 days 7,186 7,290
61 to 90 days 4,344 8,946
91 to 120 days 5,694 6,641
Over 120 days 49,215 15,463
1,257,472 737,629
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16 ACCRUALS AND OTHER PAYABLES

As at As at
30 June 31 December
2018 2017
HK$’000 HKS$'000
(Unaudited) (Audited)
Current
Salary and wages payables 14,323 16,054
Accrued operating expenses 27,055 14,841
Contract liabilities 196,548 —
Advance receipts from customers — 142,437
Provision for value-added tax and other taxes in the People’s
Republic of China (“PRC”) 20,370 50,303
Commission payables 483 493
Payables for acquisition of a subsidiary 441,229 339,749
Deposits received 14,176 3,372
Payables for construction costs 129,909 534,436
Put option liability in relation to acquisition of subsidiaries 247,146 242,733
Other accruals and other payables 69,127 38,356
1,160,366 1,382,774
Non-current
Liability in relation to guaranteed return 98,147 77,364
1,258,513 1,460,138
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Notes to the Condensed Consolidated Interim Financial Information (continued)

For the six months ended 30 June 2018

17 OTHER (LOSSES)/GAINS — NET AND OTHER INCOME

Six months Six months
ended ended

30 June 30 June
2018 2017
HK$’000 HKS'000

(Unaudited)

(Unaudited)

Other (losses)/gains — net
Loss on conversion of a financial asset at fair value through

profit or loss from preferred shares to ordinary shares (7,156) —
Reversal of provision 1,968 1,920
Gain on disposal of investment in an associate (Note) — 24,974
Impairment loss on other receivables — (657)
Gains on disposal of available-for-sale financial assets — 895
Others 201 (86)
(4,987) 27,046

Other income
Dividend income 752 59,416
Patents’ licence income 1,742 3,394
Consultancy income 9,197 -
Government subsidy 4,145 —
Others 6,120 5,840
21,956 68,650

Note:

On 29 June 2017, the Group disposed of 22.62% of interest in J& )T £ & B AR B R 2 8 (for identification only,
Zhanjiang Jifuton Financial Services Joint Stock Company Limited, “Zhanjiang JFT") at a consideration of HK$89,170,000. The
carrying amount of the interest in Zhanjiang JFT on the date of disposal was HK$64,196,000. The Group recognised an
increase in equity attributable to owners of the Group of HK$24,974,000.
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18 OPERATING PROFIT

The following items have been (credited)/charged to the operating profit during the period:

Six months
ended

30 June 2018
HK$’000
(Unaudited)

Six months
ended

30 June 2017
HKS$'000
(Unaudited)

Amortisation of intangible assets
Amortisation of land use right
Depreciation of property, plant and equipment

Gains on disposal of property, plant and equipment
Transaction costs in relation to acquisition of a subsidiary

Provision for impairment on trade receivables
Provision for loss allowance on loans and advances

3,368
57
7,067

(2,619)
1,436

2,865

3,427
57
5,573

(2,473)

516

For the six months ended 30 June 2018, no work in progress and finished goods are considered as

obsolete (for the six months ended 30 June 2017: Nil).

19 FINANCE COSTS — NET

Six months
ended

30 June 2018
HK$’000
(Unaudited)

Six months
ended

30 June 2017
HKS$'000
(Unaudited)

Finance income

— Interest income on bank deposits 2,961 6,871

— Interest income on held-to-maturity investment 1,617 —

— Interest income from finance leases 9,794 =
B 14372 68871

Finance costs

— Bank loans (21,617) (7,187)

— Trust receipt loans (1,181) (730)

— Corporate bonds (1,339) (172)

— Adjustment on put option liability in relation to

acquisition of subsidiaries (4,413) —

o (28550) (8,089)

Finance costs — net (14,178) (1,218)
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Notes to the Condensed Consolidated Interim Financial Information (continued)

For the six months ended 30 June 2018

20

46

INCOME TAX EXPENSE

Six months Six months
ended ended

30 June 2018 30 June 2017
HK$’000 HKS'000

(Unaudited) (Unaudited)

Current income tax

— Hong Kong profits tax 61,666 9,249
— Overseas and PRC income tax 41,314 860
— Land appreciation tax 8,731 —
111,711 10,109
Deferred income tax (36,003) 15,753
75,708 25,862

Provision for income tax
Hong Kong profits tax has been provided at the rate of 16.5% on the estimated assessable profit for
the six months ended 30 June 2018 (for the six months ended 30 June 2017: 16.5%).

The statutory income tax rate applicable to entities operating in the PRC is 25% (for the six months
ended 30 June 2017: 25%).

PRC land appreciation tax (“LAT”) is levied at progressive rates ranging from 30% to 60% on the
appreciation of land value, being the proceeds of sales of properties less deductible expenditures
including lease charges of land use rights and all property development expenditures, which is
included in the consolidated statement of comprehensive income as income tax. The Group has
estimated the tax provision for LAT according to the requirements set forth in the relevant PRC tax
laws and regulations. The actual LAT liabilities are subject to the determination by the tax
authorities upon completion of the property development projects and the tax authorities might
disagree with the basis on which the provision for LAT is calculated.
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21 EARNINGS PER SHARE

(a) Basic
The basic earnings per share for the period is calculated by dividing the profit attributable to
the owners of the Company by the weighted average number of ordinary shares in issue.

Six months Six months
ended ended

30 June 2018 30 June 2017
(Unaudited) (Unaudited)

Profit attributable to owners of the Company (HKS$'000) 243,673 89,860

Weighted average number of ordinary shares for basic
earnings per share (thousands) 25,810,611 22,148,598

Basic earnings per share (expressed in Hong Kong cent
per share) 0.94 0.41
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Notes to the Condensed Consolidated Interim Financial Information (continued)

For the six months ended 30 June 2018

21 EARNINGS PER SHARE (continued)

(b) Diluted

Diluted earnings per share is calculated by adjusting the weighted average number of ordinary
shares outstanding to assume conversion of all dilutive potential ordinary shares. The Company
had one category of dilutive potential ordinary shares: share options. For the share options, a
calculation is done to determine the number of shares that could have been acquired at fair
value (determined as the average annual market share price of the Company’s shares) based on
the monetary value of the subscription rights attached to outstanding share options. The
number of shares calculated as below is compared with the number of shares that would have
been issued assuming the exercise of the share options.

Six months Six months
ended ended

30 June 2018 30 June 2017
(Unaudited) (Unaudited)

Earnings
Profit attributable to owners of the Company (HKS$'000) 243,673 89,860

Weighted average number of ordinary

shares in issue (thousands) 25,810,611 22,148,598
Adjustments for:
— Share options (thousands) — 767

Weighted average number of ordinary shares for diluted
earnings per share (thousands) 25,810,611 22,149,365

Diluted earnings per share (expressed in Hong Kong cent
per share) 0.94 0.41
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22 DIVIDEND

Six months Six months
ended ended

30 June 2018 30 June 2017
HK$’000 HKS$'000

(Unaudited) (Unaudited)

2017 final dividend paid
— HKS$0.51 (2016: HKS0.32) cent per share 131,936 70,876

No interim dividend was declared by the board of directors for the six months ended 30 June 2018
(for the six months ended 30 June 2017: Nil).

23 OPERATING LEASE COMMITMENTS

The Group as lessee
The Group leases various offices and warehouses under non-cancellable operating lease agreements.
The future aggregate minimum lease payments under non-cancellable operating leases of the Group

were as follows:

As at As at

30 June 31 December

2018 2017

HK$’000 HK$'000

(Unaudited) (Audited)

Not later than one year 9,002 9,359
Later than one year and not later than five years 6,181 9,774
15,183 19,133

The Group as lessor
The Group has acquired various offices, workshops and dormitories. The future minimum lease
payments receivable under non-cancellable operating leases of the Group were as follows:

As at As at

30 June 31 December

2018 2017

HK$’000 HKS$'000

(Unaudited) (Audited)

Not later than one year 40,067 34,266
Later than one year and not later than five years 81,837 59,624
More than five years 153 311
122,057 94,201
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Notes to the Condensed Consolidated Interim Financial Information (continued)

For the six months ended 30 June 2018

24 CAPITAL COMMITMENTS

Capital commitments contracted for at the end of the period but not yet incurred of the Group

were as follows:

As at As at
30 June 31 December
2018 2017
HK$’000 HKS$'000
(Unaudited) (Audited)
Property, plant and equipment - 577
Investment properties 131,136 155,966
Investment in an associate 270,000 —
Property development expenditures 739,869 556,402
25 FINANCIAL GUARANTEE
As at As at
30 June 31 December
2018 2017
HK$’000 HKS$'000
(Unaudited) (Audited)
Guarantees for mortgage facilities granted to certain
property purchasers of the Group’s properties (Note) 1,281,191 957,379
Note: The Group provided guarantees in respect of mortgage facilities granted by certain banks relating to mortgage

loans arranged for certain purchasers of the Group's properties in the PRC. Pursuant to the terms of the
guarantees, upon default in mortgage payments by these purchasers, the Group will be responsible for
repaying the outstanding mortgage principals together with accrued interest and penalty owed by the
defaulted purchasers to the banks whilst the Group will then be entitled to take over the legal title and
possession of the related properties. Such guarantees will terminate upon issuance of the relevant property
ownership certificates.
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26

27

RELATED PARTY TRANSACTIONS

Parties are considered to be related if one party has the ability, directly or indirectly, to control the
other party or exercise significant influence over the other party in making financial and operating
decisions. Parties are also considered to be related if they are subject to common control or
common significant influence.

(a) Key management compensation
Key management includes only the board of directors, and their compensation disclosed as

follows:

Six months Six months
30 June 2018 30 June 2017
HK$’000 HK$'000
(Unaudited) (Unaudited)
Directors’ fees 1,476 1,128

Basic salaries, housing allowances, other allowances and
benefits in kind 1,686 2,183
Contributions to pension plans 26 63

3,188 3,374

BUSINESS COMBINATION

Acquisition of 100% equity interest in Laihua Taifeng Limited (“Taifeng”)

On 31 May 2018, the Group completed the acquisition of 100% equity interest in Taifeng from Lai
Hua Properties and Investment Limited (“Vendor”) pursuant to the sale and purchase agreement
dated 23 April 2018, at a consideration of RMB660,000,000 (equivalent to approximately
HK$807,312,000).

Taifeng held a property development project (the “Project”) located in Zhangjiang New District,
Ganzhou City, Jiangxi Province, the PRC.

A gain on bargain purchase (negative goodwill) of approximately HKS$44,042,000 was recorded in
condensed consolidated statement of comprehensive income for the six months ended 30 June 2018,
as a result of the difference between the fair value of the consideration paid and payable, and the
fair value of the net assets acquired, which are the fair value of identifiable assets acquired and
liabilities assumed to their fair values with reference to the property valuation report carried out by
D&P China (HK) Limited, a division of Duff & Phelps, an independent valuer.
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27 BUSINESS COMBINATION (continued)

52

Acquisition of 100% equity interest in Laihua Taifeng Limited (“Taifeng”) (concinued)

The following table summarises the consideration paid for the above business combination, the

provisional fair value of assets acquired, liabilities assumed at the acquisition date.

HKS$'000
(Unaudited)

Consideration in cash
Assumption of the Vendor's payable

577,350
229,962

Total consideration

807,312

Recognised amounts of identifiable assets acquired and liabilities assumed:

Assets:

Cash and cash equivalents

Restricted cash

Deposits, prepayments and other receivables
Properties under development

Completed properties held for sale
Investment properties

Property, plant and equipment

41,800
21,991
286,584
121,747
483,362
339,869
843

1,296,196

Liabilities:

Accruals and other payables
Trade payables

Tax payables

Deferred income tax liabilities

(149,195)
(159,451)
(40,199)
(95,997)

(444,842)

Total identifiable net assets

851,354

Gain on bargain purchase from acquisition

44,042

Net cash outflows arising from acquisition of a subsidiary
Cash consideration
Cash and cash equivalents

577,350
(41,800)

Net cash outflow

535,550
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BUSINESS COMBINATION (concinued)

Acquisition of 100% equity interest in Laihua Taifeng Limited (“Taifeng”) (concinued)
Acquisition-related costs of Taifeng of HK$1,436,000 have been changed to administrative expenses in
the condensed consolidated statement of comprehensive income for the six months ended 30 June
2018.

The revenue in the condensed consolidated statement of comprehensive income for the six months
ended 30 June 2018 contributed by Taifeng was approximately HK$97,546,000.

Had Taifeng been consolidated from 1 January 2018, the condensed consolidated statement of
comprehensive income for the six months ended 30 June 2018 would show pro-forma revenue of
HK$914,195,000 and profits for the period of HK$261,262,000.

TRANSACTIONS WITH NON-CONTROLLING INTERESTS

On 29 June 2018, the Group disposed of 28% of the issued shares of Golden Affluent Limited, an
indirectly wholly-owned subsidiary of the Group which held 80% equity interests of certain
subsidiaries conducting financial services business (collectively, “Golden Affluent Group”), for a
consideration of HKS$168,200,000. The disposal is accounted as an equity transaction with non-
controlling interest because the changes in the Group’s ownership interest in Golden Affluent Group
do not result in a change in control over the Golden Affluent Group. Any gain or loss is recognised
in equity. Immediately prior to the disposal, the carrying amount of the existing non-controlling
interest in Golden Affluent Group was HK$19,088,000. The Group recognised an increase in non-
controlling interests of HK$129,449,000 and an increase in equity attributable to owners of the
Company of HK$38,751,000. The effect on the equity attributable to the owners of the Group during
the period is summarised as follows:

Six months
ended 30 June
2018

HKS'000
(Unaudited)

Consideration received from non-controlling interests (168,200)
Carrying amount of equity interests disposed of 129,449

Excess of consideration paid recognised in the transactions with non-controlling
interests reserve within equity 38,751
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Management Discussion and Analysis

OVERVIEW

For the six months ended 30 June 2018, the Group has made encouraging progress, with revenue rising by
170.7% to approximately HK$914.0 million. Profit attributable to owners of the Company increased
significantly by 171.1% to approximately HK$243.7 million. The favourable financial performance highlights
the Group’s strategy of business diversification to resisting the impact of economic fluctuations and to
grasp market opportunities to achieve steady development, despite the volatile market conditions and
constantly changing economic climate.

BUSINESS REVIEW

Automation

The automation segment has performed stably, generating revenue of approximately HK$266.9 million (30
June 2017: approximately HK$275.1 million), representing a slight decrease of 3.0%, and accounting for
29.2% of the Group's total revenue (30 June 2017: 81.5%). Operating profit contributed by this segment
amounted to approximately HK$11.3 million (30 June 2017: approximately HK$12.1 million). Since the third
quarter of 2017, Gallant Tech Limited (“Gallant Tech”), a wholly-owned subsidiary of the Group, has been
providing leasing services over high-end manufacturing and large-scale equipment via its leasing arm,
Shenzhen Gallant Tech Finance Leasing Co. Limited. In view of the potential of the leasing business,
Gallant Tech will seek to further develop in this area. As for the existing automation business, comprising
the provision of internationally advanced integrated smart manufacturing, smart factories, smart inventory
and manufacturing equipment and solutions for the PRC electronics manufacturing industry, the Group
will continue to strengthen its operations and expand its customer base.

Financial Services
Goldjoy Holding Limited (“Goldjoy Holding”) is our financial arm providing a comprehensive financial
services business platform through its subsidiaries.

The financial services operation contributes revenue of approximately HK$93.6 million during the review
period (30 June 2017: approximately HK$65.0 million), representing a year-on-year increase of 44.0% and
accounting for 10.3% of the Group’s total revenue (30 June 2017: 19.3%). Operating profit generated from
this segment amounted to approximately HK$38.6 million (30 June 2017: approximately HK$22.7 million),
representing an increase of approximately 70.0% increase in account. During the first half of 2018, the
clients’ desire to leverage its comprehensive financial services, including securities, asset management,
wealth management, corporate finance, credit financing and precious metals trading facilitated a steady
increase in client account openings with the Group.
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China Goldjoy Securities Limited (“CGSL”), holding major licences under the Securities and Futures
Ordinance (“SFO”) for conducting regulated activities under Type 1 (dealing in securities), Type 2 (dealing
in futures contracts), Type 4 (advising on securities), Type 6 (advising on corporate finance) and Type 9
(asset management), has further strengthened its business in relation to IPO subscription and equity
financing. By offering more incentives such as commission-free brokerage services, CGSL continued to
enlarge its client base during the reporting period.

China Goldjoy Asset Management Limited (“CGAM”), has increased the assets under its management
("AUM") after the launch of two new funds during the review period, raising the total to six funds under
its management. Since each of these equity funds has its own investment profile, they are able to cater
for investors with different risk appetites and preferences.

China Goldjoy Wealth Management Limited (“CGWM”) is licenced by the Professional Insurance Brokers
Association (PIBA) and the Mandatory Provident Fund Schemes Authority (MPFA) to carry out long-term
life insurance (including investment-linked long-term insurance), general insurance and MPF regulated
activities, etc. It provides customers with life insurance, general insurance and pension services.

China Goldjoy Credit Limited (“CGCL"), holds a money lender licence to provide loan and credit financing
services in Hong Kong. It provides property and share pledged loan facilities to its clients. The income and
profit of this business has remained stable.

In June 2018, Goldjoy Holding disposed of a 28% equity interest in Golden Affluent Limited, an indirect
wholly-owned subsidiary of the Company, which holds a few subsidiaries engaging in financial services, for
a consideration of HK$168,200,000. The disposal introduced new strategic investors which is expected to
the Group and expand the shareholders base of its financial services business segment to facilitate future
business development, including the expansion of existing business scope for Type 6 regulated activities
under SFO and to provide services to non-professional investors, advise clients on matters/transactions
within the scope of Codes on Takeovers and Mergers and Share Buy-backs as well as act as a sponsor in
initial public offerings, so as to achieve better business performance.

Manufacturing

Since migrating from low-margin and low-value-added electronics manufacturing to the high-end new
energy industry and light emitting diode (“LED”) manufacturing, the manufacturing segment has achieved
a modest improvement in its financial performance, with revenue amounting to approximately HK$39.5
million during the review period (30 June 2017: approximately HKS$15.8 million), increased by
approximately 150.0% over the last reporting period and accounting for 4.3% of the Group’s total revenue
(30 June 2017: 4.7%). The segment achieved progress in terms of bolstering its position in the domestic
market by carrying out governmental projects on infrastructure lighting and real estate lighting projects,
while vigorously exploring its establishment overseas. Operating loss increased to approximately HK$10.6
million (30 June 2017: loss of approximately HK$6.4 million). Mindful of the importance of research and
development and cost control management, particular efforts have and will continue to be placed on
these areas so as to increase profitability.
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Management Discussion and Analysis (continued)

Property Investment and Development

During the review period, revenue derived from the property investment and development segment
amounted to approximately HK$354.9 million (30 June 2017: approximately HK$9.2 million) increased by
approximately 3,757.6%, and accounting for 38.8% of the Group’s total revenue (30 June 2017: 2.7%).
Operating profit generated from this segment amounted to approximately HK$194.2 million (30 June 2017
approximately HK$70.3 million) representing an increase of approximately 176.2%. The Group holds several
premium offices and residential properties in Hong Kong, some of which are located in the Lippo Centre
in Admiralty for use as the headquarters of the Group and for lease purposes. The Group expects its
properties will continue to generate steady income going forward.

Through Shenzhen B&K New Energy Co. Ltd. (“Shenzhen B&K"), an indirectly non-wholly owned
subsidiary of the Company, the Group develops and manages a real estate project with a three-phase
development scheme in the core area of Shenzhen Guangming New District. The first phase includes the
properties designated for factories, offices premises, commercial uses, dormitories and apartments for
rental purpose. During the review period, Shenzhen B&K generated approximately HK$13.0 million from
leasing, increased by approximately HK$3.8 million compared with the same period last year. In April 2018,
the Group launched a long-term branded apartment in the name of “BAO DA HOUSE” with an
occupancy rate of more than 70% during the review period, setting an example of how stock properties in
industrial parks can be successfully transformed and upgraded and demonstrating a sustainable way to the
development of the rental income industry. The second phase comprises office premises, hotels and
ancillary service facilities, and the main structure of the construction has been completed. Meantime, the
Group is undergoing the design and interior decoration work of which is expected that such properties
will be put into use in the first half of 2019. The third phase, containing office premises and apartments
for high-end talents, is expected to be completed in 2020.

The Group completed the acquisitions of Laihua Taisheng Limited and Laihua Taifeng Limited in
December 2017 and May 2018, respectively. Through these acquisitions, the Group holds two
comprehensive real estate projects in Ganzhou City in Jiangxi Province, namely “tH 424" (Century Plaza*)
and “K & " (Taigu Plaza*). The Group expects to generate favourable return from the sale and leasing
of the properties under these projects as well as its anticipated value appreciation. Since both projects are
situated in the same city, economies of scale in the development and management of these projects is
achieved. During the review period, these acquisitions contribute revenue from sale of properties of
approximately HK$338.5 million and leasing of approximately HK$1.6 million to the Group.

The Group will continue to capture the respective investment and development opportunities arising
from Hong Kong and the PRC property markets, and position the development of property investment
and development business as one of its major focuses.

Securities Investment

The Group adopts a balanced investment approach, apart from trading securities on a short-term basis,
the Group also invests in securities, bonds and funds on a long-term investment basis. The Group has a
well-balanced investment portfolio comprising (i) securities of both listed and unlisted companies in the
PRC, Hong Kong and overseas, (ii) corporate bonds issued by listed and unlisted companies in Hong Kong
and overseas and (iii) private equity funds managed by fund houses. Such investment portfolio enables the
Group to increase its financial flexibility.
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For the six months ended 30 June 2018, the securities investment segment recorded revenue of
approximately HK$159.1 million (30 June 2017: loss of approximately HKS$27.5 million). Operating profit
generated from this segment amounted to approximately HK$133.5 million (30 June 2017: approximately
HK$13.6 million).

For the six months ended 30 June 2018, the Group held financial assets at fair value through other
comprehensive income and financial assets at fair value through profit or loss of approximately HK$1,379.2
million and HK$1,671.8 million, respectively:

As at 30 June 2018 Fair value/carrying amount
Percentage to As at As at
Number of  shareholding 30 June 31 December
Nature of investments Location shares held in such stock 2018 2017
Notes '000 % HK$’000 HK$'000
Financial assets at fair value through
other comprehensive income
A. Listed Securities
China Zheshang Bank Co, Ltd.

— H shares Hong Kong - - - 907911
Bank of Zhengzhou Co, Ltd.

— H shares Hong Kong 72,802 4.80% 280,289 334,889
Landing International Development Ltd. Hong Kong 6,914,160 471% 829,700 -
Shenzhen Kondarl Group Co, Ltd. PRC 4,750 1.22% 123,384 113,989
Guanghe Landscape Culture

Communication Co, Ltd. PRC 4,007 1.98% 33,647 41,444
IDEX ASA (a)  Norway 17,216 317% 41,367 84,364
BIO-key International Inc. (b)  USA 958 7.61% 19,808 1,221

B. Unlisted Securities
Powermat Technologies Ltd. (c)  Israel 115 140% 20,005 20,005
Keyssa Inc. (d)  USA 2512 3.72% 27,027 27,027
Kili Technology Corporation (e)  Canada 2472 16.65% 4,000 4,000
Sub-total 1,379,227 1,534,850
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Management Discussion and Analysis (continued)

As at 30 June 2018 Fair value/carrying amount
Percentage to As at As at
Number of  shareholding 30 June 31 December
Nature of investments Location shares held in such stock 2018 2017
Notes '000 % HK$’000 HK$'000
Financial assets at fair value through profit
or loss
A. Listed Securities
Madison Holdings Group Ltd. Hong Kong 194,280 4.77% 334,162 332,219
Landing International Development Ltd. Hong Kong - - - 378398
Zhenro Properties Group Ltd. Hong Kong 186,094 451% 882,086 -
EJE (Hong Kong) Holdings Ltd. Hong Kong 248916 861% 60,984 -
B. Funds - - 350,240 176957
C. Others — — 44,359 65,386
Sub-total 1,671,831 952,960
Total 3,051,058 2,487,810
Notes:
a) IDEX ASA, listed on the Oslo Stock Exchange of Norway under the ticker symbol IDEX, principally engaged in the development
and sale of information technology products;
b) BIO-key, listed on NASDAQ in the United States under the ticker symbol BKYI, specialising in advanced biometric
identification solutions;
Q) Powermat Technologies Ltd, a privately owned company with headquarters in Israel that provides wireless power solutions
primarily to consumers, OEMs and public places;
d) Keyssa Inc, a private company in USA principally engaged in the development of wireless data transmission technologies;
and
e) Kili Corporation, a private technology company principally engaged in the certification and secure payment software

technologies for the civilian market, which holds an interest in Dream Payments Corp. (“Dream Payments”) a Canadian
company focusing on the development of end-to-end mobile payment processing.
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FINANCIAL REVIEW

Revenue

The Group’s revenue for the period ended 30 June 2018 increased by 170.7% to approximately HK$914.0
million (30 June 2017: approximately HK$337.6 million). The revenue analysis by segment is presented as
follows:

30 June 2018 30 June 2017

Proportion Proportion

to total to total
HKS$’ million revenue  HKS' million revenue % change
Automation 266.9 29.2% 275.1 81.5% =3.0%
Financial Services 93.6 10.3% 65.0 19.3% +44.0%
Manufacturing 39.5 4.3% 15.8 47% +150.0%
Property Investment and Development 354.9 38.8% 9.2 2.7% +3,757.6%
Securities Investment 159.1 17.4% (27.5) (82%) +678.5%
914.0 100.0% 337.6 100.0% 170.7%

During the period, each of the segments has recorded a double-digit percent increase in revenue except
automation segment. The property investment and development segment has become the major source
of revenue for the Group, accounting for 38.8% of total revenue. As for the automation and securities
investment segments, they accounted for 29.2% and 17.4% of the Group’s total revenue respectively. The
manufacturing and financial services segments have picked up their pace of growth, with a total
contribution of over HK$133.1 million in the Group’s revenue.

Gross Profit and Margin

Gross profit for the period improved by 303.0% to approximately HK$322.4 million (30 June 2017
approximately HK$80.0 million), while gross profit margin increased to 353% (30 June 2017: 23.7%). The
change was mainly due to higher gross margin generated from the securities investment segment.

Other Losses — Net

Net other losses for the period was approximately HKS$5.0 million (30 June 2017 net other gains:
approximately HK$27.0 million), primarily because of loss on conversion of a financial asset at fair value
through profit or loss from preferred shares to ordinary shares.
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Management Discussion and Analysis (continued)

Other Income
Other income decreased by approximately 68.0% to approximately HKS$22.0 million (30 June 2017
approximately HK$68.7 million), mainly because of decrease in dividend income during the period.

Distribution Costs
Distribution costs remained stable at approximately HK$13.5 million (30 June 2017: approximately HK$11.8
million), accounting for 1.5% (30 June 2017: 3.5%) of total revenue.

Administrative Expenses

Administrative expenses increased by approximately 53.6% to approximately HK$146.2 million (30 June
2017: approximately HK$95.2 million), owing to increase in staff salaries and directors’ emolument by
approximately HK$19.2 million due to the expanded company operation; increase in commission by
approximately HK$10.6 million due to increase in volume of securities trading.

Finance Costs — Net

Net finance costs was approximately HKS$14.2 million (30 June 2017: approximately HKS$1.2 million). The
increase in net finance costs was because of increase in capital financing expenditure in relation to the
increase in general level of borrowing.

Income Tax Expense

Income tax expense increased by approximately 192.3% to approximately HKS$75.7 million (30 June 2017
approximately HK$259 million) because of the deferred tax expenses in relation to revaluation of
properties increased substantially and increase in taxable profits as a result of better financial performance
recorded during the period.

Profit Attributable to Owners of the Company

Profit attributable to owners of the Company increased significantly by 171.1% to approximately HK$243.7
million, (30 June 2017: approximately HK$89.9 million). In summary, the increase was mainly due to a gain
from short-term securities investment; an increase in fair value gain of investment properties; a gain on
bargain purchase of a newly acquired subsidiary and its recognition of sales of completed properties,
which was offset by a decrease in dividend income; an increase in distribution costs, administrative
expenses and financial costs due to expanded group operations.
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FINANCIAL RESOURCES REVIEW

Liquidity and Financial Resources

By adopting a prudent financial management approach, the Group continued to maintain a healthy
financial position with good cash flow. For the six months ended 30 June 2018, the Group’s cash and cash
equivalents totalled approximately HK$1,357.4 million (31 December 2017: approximately HK$2,231.4
million). Working capital represented by net current assets amounted to approximately HK$2,357.4 million
(31 December 2017: approximately HK$3,602.3 million). Current ratio was approximately 1.5 (31 December
2017: approximately 2.4).

Borrowings of the Group for the six months ended 30 June 2018 included corporate bonds of
approximately HK$88.0 million (31 December 2017: approximately HK$31.8 million), trust receipt loans of
approximately HK$99.2 million (31 December 2017: approximately HK$88.0 million) and bank loans of
approximately HK$1,435.6 million (31 December 2017: approximately HK$506.1 million) and other loan of
approximately HK$400.0 million. The bank borrowings were secured by corporate guarantees provided by
the Company and some of its subsidiaries and secured by building(s) with carrying amounts of
approximately HK$259.1 million, investment properties with carrying amounts of approximately HK$204.4
million and listed security, with carrying amount of approximately HK$882.1 million. For the six months
ended 30 June 2018, the Group was in a net debt position of approximately HKS$665.4 million (31
December 2017 net cash position: approximately HK$1,605.5 million).

Capital Commitments

For the six months ended 30 June 2018, the Group had contracted but not provided for capital
commitments of approximately HK$270.0 million, HK$131.1 million and HK$530.6 million (31 December
2017: Nil, approximately HK$156.0 million and HK$556.4 million) relating to the investment in an associate;
investment properties; and property development expenditures, respectively.

Currency Exposure and Management

During the review period, the Group’s receipts were mainly denominated in Hong Kong dollars, Renminbi
("RMB”), and US dollars. The Group’s payments were mainly made in Hong Kong dollars, RMB and US
dollars.

As the business activities of the Group’s manufacturing and automation segments were mainly conducted
in the PRC, most of the Group’s labor costs and manufacturing overheads were settled with the RMB. As
such, fluctuation of the RMB exchange rate will have an impact on the Group’s profitability. The Group
will closely monitor movements of the RMB and, if necessary, consider entering into foreign exchange
forward contracts with reputable financial institutions to reduce potential exposure to currency
fluctuations. During the review period, the Group had not entered into any foreign exchange forward
contracts.

Future Plans for Capital Investment and Expected Source of Funding

The Group finances its operating and capital expenditures mainly by internal resources such as operating
cash flow and shareholders’ equity and bank facilities. The Group is expected to have sufficient resources
and utilised banking facilities to meet its capital expenditure and working capital requirement.
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Management Discussion and Analysis (continued)

EMPLOYEES AND REMUNERATION POLICIES

For the six months ended 30 June 2018, the Group had 762 full-time employees mainly in Hong Kong and
the PRC (31 December 2017: 735). The Group remunerates and provides benefits to its employees with
consistent reference to the market conditions. Discretionary bonuses are awarded to staff members based
on the financial performance of the Group and performance of individual employees.

In addition, share options are granted to eligible employees in accordance with the terms of the
Company’s share option scheme adopted on 24 November 2010.

KEY RISKS AND UNCERTAINTIES

The Group's financial conditions, results of operations, businesses and prospects may be affected by a
number of risks and uncertainties. The key risks and uncertainties identified by the Group are discussed in
this section. There may be other risks and uncertainties in addition to those illustrated below, which are
not known to the Group or which may not be material now but could become material in the future.
Furthermore, risks can never be eliminated completely due to inherent limitations in measures taken to
address them. Nevertheless, risks may be accepted for strategic reasons or if they are deemed not cost-
effective to mitigate.

Operational Risk

Operational risk is the risk of financial loss or reputational damage resulting from inadequate or failed
internal processes, people and systems. Responsibility for managing operational risks in the Group rests
with every function at both divisional and departmental levels.

Key functions in the Group are guided by standard operating procedures, limits of authority and a
reporting framework. The Group will identify and assess key operational exposures and report such risk
issues to senior management as early as possible so that appropriate risk responses can be taken.

Industry Risk

The financial services business of the Group is subject to extensive regulatory requirements. Among
others, operating subsidiaries such as CGSL and CGAM are obliged to operate in accordance with the
SFO. The Group is required to ensure consistent compliance with all applicable laws, regulations and
guidelines and satisfy the relevant regulatory authorities that it remains fit and proper to be licenced. If
there is any change or tightening of relevant laws, regulations and guidelines, the Group will face a higher
compliance requirement for its business activities. In addition, if the Group fails to comply with the
applicable rules and regulations from time to time, it may face fines or restrictions on its business
activities or even suspension or revocation of some or all of its licences for operating the financial services
business. Furthermore, the financial services business, like all other businesses of the Group, is not immune
from market changes. Any downturn in the finance market may also adversely affect the financial services
business of the Group.
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The automation and manufacturing businesses of the Group operate in a highly competitive environment.
The Group faces fierce competition from global technology companies and rapid technological change
which may render technologies developed and employed by the Group obsolete. As such, the Group’s
products may lose its competitiveness, adversely affecting its ability to maintain its market share. Failure
to maintain the Group’s competitive position may lead to a material adverse affect to the results and
profit margins of these business segments. Further, the current trade war between the PRC and the US
may have an impact on the business environment in the PRC. The Group is prepared to pay close
attention to the market environment and shall establish an alternative plan should the trade war last over
a period of time.

The securities investment business of the Group is sensitive to market conditions and fluctuations in the
prices of the securities held by the Group. Any significant downturn in the securities market may affect
the mark to market value of the Group’s securities investments and may adversely affect the results of the
Group.

Financial Risk

In the course of its business activities, the Group is exposed to various financial risks, including market,
liquidity and credit risks. The changes in currency environment, especially the recent gradual depreciation
in RMB, and interest rates cycles may significantly affect the Group’s financial condition and results of
operations in the PRC.

The Group'’s earnings and capital or its ability to meet its business objectives may be adversely affected by
movements in foreign exchange rates, interest rates and equity prices. In particular, any depreciation in
the Group’s functional currency may affect its gross profit margin. The Group closely monitors the
relative foreign exchange positions of its assets and liabilities and allocates its holdings of different
currencies accordingly in order to minimise foreign currency risk.

The Group may be subject to liquidity risk if it is unable to obtain adequate funding to finance its
operations. In managing liquidity risk, the Group monitors its cash flows and maintains an adequate level
of cash and credit facilities to enable it to finance its operations and reduce the effects of fluctuations in
cash flows.

The Group is subject to credit risk from its clients. To minimise risk, new clients will undergo stricter

credit evaluation, while the Group continuously monitors its existing clients to further improve its risk
control measures.
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Management Discussion and Analysis (continued)

Manpower and Retention Risk

The competition for human resources in the countries that the Group operates in may result in the
Group not being able to attract and retain key personnel with the desired skills, experience and levels of
competence. The Group will continue to provide remuneration packages and incentive plans to attract,
retain and motivate suitable candidates and personnel.

Business Risk

The Group constantly faces the challenge of gauging and responding promptly to market changes within
the sectors that it operates in. Any failure to interpret market trends properly and adapt its strategy to
such changes accordingly may have a material adverse effect on the Group’s business, financial condition,
results of operations and prospects.

BUSINESS OUTLOOK

The Group’s diversification drive will gain added momentum now that its business transformation has
been completed. The Group is committed to focus its business development towards high-growth
potential business segments such as financial services, property investment and development, and
securities investment.

With the popularity and application of the Internet of Things (IoT) and the commercial availability of 5G
networks and equipment in the second half of 2019, it is expected that the demand from consumers and
enterprises for automated production lines will grow continuously. The Group will actively advance the
business development of this segment to address potential needs. In addition, the Group will further
expand its activities of the finance leasing business. Together with the continuous optimisation of this
business, it is expected that more revenue will be generated and competitiveness will be enhanced.

With regard to financial services, as a result of the new listing regime, the Group continues to have a
positive outlook on the segment owing to the healthy market for IPOs in Hong Kong, which is expected
to remain robust in the second half year. More resources shall be allocated to CGSL to develop Type 6
(advising on corporate finance) services, including acting as a placing agent and a sponsor in IPOs. To
better seize opportunities, the Group shall actively recruit professionals with appropriate skill sets and
experience. Mr. Lau Wan Po, who has an extensive experience in corporate finance, has been newly
appointed as a vice chairman of the Board, a non-executive Director and a member of the strategic
committee of the Company on 3 July 2018.

As for the manufacturing, the Group will seek to expedite the manufacturing business in the new energy
industry and the light emitting diode (“LED”) by seizing opportunities arising from the stable growth of
manufacturing prospect in the PRC. In particular, the Group will seek to develop a more comprehensive
product and service portfolio that includes smart products and street lamp projects. At the same time,
the Group will seek to expand its presence in both the domestic and overseas markets, particularly in the
high-end manufacturing sectors.
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The property development and investment business will be one of the key areas of focus by the Group.
As such, the Group will closely monitor the PRC and Hong Kong property markets, including land sales
and tenders as well as property development opportunities with the objective of capitalising on any
upward movement.

Meanwhile, the Group established a company with Yunnan Energy Investment (HK) Co., Limited in
February 2018 and owns 36% equity interests of the company. The company will seek to invest in
projects pertaining to clean energy, investment management, new energy development and financial
services, in markets along the Belt and Road route. During the review period, some businesses and
investment projects were commenced.

Going forward, the Group will judiciously allocate financial and human resources towards the expansion of
its key businesses so as to facilitate business growth. It will also examine opportunities that are best able
to capitalise on the Group’s business strengths and which result in even better business prospects in the
future.
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Corporate Governance and Other Information

INTERIM DIVIDEND

The Board did not recommend the payment of an interim dividend for the six months ended 30 June
2018 (2017 Interim dividend: Nil).

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries, purchased, redeemed or sold any of the Company’s listed
securities during the six months ended 30 June 2018.

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

As of 30 June 2018, the interests and short positions of the Directors and chief executives of the
Company or their respective associates in the shares, underlying shares or debentures of the Company or
any of its associated corporations (within the meaning of Part XV of the Securities and Futures Ordinance
(the “SFQ")) as recorded in the register required to be kept by the Company under section 352 of the
SFO or as otherwise notified to the Company and the Stock Exchange pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers (the “Model Code”) as set out in Appendix 10 of the
Listing Rules were as follows:

Long positions in shares and underlying shares of the Company

Capacity and nature of Number of Approximate percentage
Name of director interests shares held of shareholding "< ?
Mr. Yao Jianhui ™ Interest in controlled corporation 10,771,835,600 41.64%
Beneficial owner 44,468,000 0.17%

Noces:

(1) Mr. Yao Jianhui holds 100% of Tinmark Development Limited, which is the beneficial owner of 10,771,835,600 shares in the
Company. Mr. Yao also directly holds 44,468,000 shares in the Company.

(2)  Based on a total of 25,869,806,100 issued shares of the Company as at 30 June 2018.

Save as disclosed above, as of 30 June 2018, none of the Directors or chief executives of the Company or
their respective associates had or was deemed to have any interests or short positions in the shares,
underlying shares or debentures of the Company or any of its associated corporations (within the
meaning of Part XV of the SFO) as recorded in the register maintained by the Company under section
352 of the SFO or as otherwise notified to the Company and the Stock Exchange pursuant to the Model
Code.
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR DEBENTURES

Apart from the Scheme (as defined in the section headed “Share Option Scheme” below), at no time
during the six months ended 30 June 2018 was the Company or any of its subsidiaries, holding companies
or fellow subsidiaries a party to any arrangements to enable the Directors or the chief executives of the
Company to acquire benefits by means of the acquisition of shares in, or debentures of, the Company or
any other body corporate. Save for the disclosed, none of the Directors or chief executives of the
Company or their spouses or children under the age of 18, was granted any right to subscribe for the
equity or debt securities of the Company or any other body corporate nor had exercised any such right
during the six months ended 30 June 2018.

SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’ INTERESTS AND SHORT POSITIONS
IN SHARES AND UNDERLYING SHARES

As of 30 June 2018, the persons, other than the Directors or chief executives of the Company, who had
interests or short positions in the shares or underlying shares of the Company as recorded in the register
required to be kept by the Company under section 336 of the SFO were as follows:

Long position in the shares and underlying shares of the Company

Name of Capacity and nature of Number of Approximate percentage
substantial shareholders interests Shares held of shareholding Vo«
Tinmark Development Limited Beneficial owner 10,771,835,600 41.64%
A ASRBROBRRA A Beneficial owner 4,219,560,000 16.31%

Taiping Assets Management (HK)
Company Limited et ” Investment Manager 4,219,560,000 16.31%

China Huarong Asset Management Security interest in the shares
Co,, Ltd. (Nore2) in controlled corporation 8,200,000,000 31.70%

Noces:

(1) Taiping Assets Management (HK) Company Limited is an investment manager of A& A Z 1Rk 15 B BR A &), and
is thus deemed to be interested in such shares.

(2) Summit Sail Limited has securities interest in 6,300,000,000 shares and Bloom Right Limited has securities interest in
1,900,000,000 shares.

The interest of these 2 corporations is controlled by China Huarong Asset Management Co., Ltd. which is deemed to be
interested in such shares.

(3) Based on a total of 25,869,806,100 issued shares of the Company as at 30 June 2018.
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Corporate Governance and Other Information (continued)

Save as disclosed above, as of 30 June 2018, the Company had not been notified of any interests or short
positions in the shares or underlying shares of the Company which were required to be recorded in the
register kept by the Company under section 336 of the SFO.

SHARE OPTION SCHEME

The Company operates a share option scheme (the “Scheme”), which was adopted pursuant to a
resolution in writing passed by the shareholders of the Company on 24 November 2010, for the purpose
of providing incentive or reward to eligible participants for their contributions to, and continuing efforts
to promote the interests of, the Company and to enable the Group to recruit and retain employees of
high calibre. The Scheme became effective on 24 November 2010 and, unless otherwise cancelled or
amended, will remain in force for 10 years from that date.

Eligible participants of the Scheme include the following:
(i)  Full-time or part-time employees; and

(ii)  Full-time or part-time executive directors and independent non-executive directors of any member of
the Group.

With the approval of the shareholders at the Annual General Meeting held at 12 May 2017 and other
requirements prescribed under the Listing Rules were met, the Scheme Mandate Limit was refreshed.

Share options previously granted under the Share Option Scheme and/or any other share option
scheme(s) of the Company, including without limitation those outstanding, cancelled, lapsed or exercised
in accordance with the Share Option Scheme or such other schemes of the Company will not be counted
for the purpose of the refreshment.

As of the date of this report, the total number of shares of the Company available for issue under the
refreshed Scheme is 2,214,859,810, representing approximately 856% of the issued share capital of the
Company as of the date of this report, i.e. 25,869,806,100 shares.

The total number of shares issued and which may fall to be issued upon exercise of the options granted
and to be granted under the Scheme (including exercised, cancelled and outstanding options) to each
eligible person, in any 12-month period up to the date of grant shall not exceed 1% of the shares in issue
as of the date of grant. Any further grant of options in excess of this 1% limit shall be subject to the issue
of a circular by the Company and the approval of the shareholders in general meeting with such eligible
persons and his associates abstaining from voting and other requirements prescribed under the Listing
Rules from time to time.
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Any grant of options to a Director, chief executive or to a substantial shareholder of the Company or any
of their respective associates is required to be approved by the Independent Non-Executive Directors
(excluding the Independent Non-Executive Director who is the grantee of the options). Where any grant
of options to a substantial shareholder or an Independent Non-Executive Director or any of their
respective associates, would result in the shares issued and to be issued upon exercise of all options
granted and to be granted (including options exercised, cancelled and outstanding) to such person in the
12-month period up to and including the date of the offer of such grant:

(i) representing in aggregate over 0.1% of the shares in issue on the date of the offer; and

(i) having an aggregate value in excess of HKS5 million, based on the closing price of the Company’s
shares at the date of such grant,

such further grant of options will be subject to the issue of a circular by the Company and the approval
of the shareholders in general meeting on a poll at which all connected persons of the Company shall
abstain from voting in favour at such meeting and other requirements prescribed under the Listing Rules
from time to time.

The offer of a grant of share options may be accepted by the date specified in the offer letter, upon
payment of a nominal consideration of HKS1 by the grantee.

There is no general requirement that an option must be held for any minimum period before it can be
exercised but the Board is empowered to impose at its discretion any such minimum period at the time
of grant of any particular option.

Upon acceptance, the date of grant of any particular option is deemed to be the date of the Board
resolution approving the grant in accordance with the Scheme. The period during which an option may
be exercised will be determined by the Board at its absolute discretion, save that no option may be
exercised more than 10 years from the date of grant. No option may be granted more than 10 years after
the date of approval of the Scheme. Subject to earlier termination in accordance with the terms of the
Scheme, the Scheme shall be valid and effective for a period of 10 years from the date of adoption of the
Scheme by the shareholders.

CHINA GOLDJOY GROUP LIMITED  Interim Report 2018~ 69



Corporate Governance and Other Information (continued)

Details of the share options as at 30 June 2018 which have been granted under the scheme are as follows:

Number of options (in thousands)

Held at  Granted
1 January during
2018  the year

Cancelled/ Exercise

lapsed Exercised Held at price
during during 30 June per share Exercisable
the year  the year 2018 HK$ period

Employees — —

— — — 0.420 17 June 2013 to
16 June 2023

Total — —

CHANGE IN INFORMATION OF DIRECTORS

The change in the information of the Directors of the Company since the publication of the 2017 annual
report of the Company required to be disclosed pursuant to Rule 13.51B(1) of the Listing Rules is set out

below:

Name of Directors

Details of Changes

Non-Executive Director
Mr. Lau Wan Po

Independent Non-executive Director
Mr. Lee Kwan Hung

Mr. Wong Chun Bong

Appointed as a vice chairman of the Board, a non-
executive Director and a member of the strategic
committee of the Company with effect from 3 July 2018.

Resigned as an independent non-executive director of Asia
Cassava Resources Holdings Limited (stock code: 00841, a
company listed on the Stock Exchange) with effect from
13 May 2018.

Appointed as an independent non-executive director of
Guangzhou R&F Properties Co,, Ltd (stock code: 02777, a
company listed on the Stock Exchange)

Save as disclosed above, there is no other information required to be disclosed pursuant to Rule 13.51B(1)
of the Listing Rules. The biographical details of the directors and senior management of the Company are

set out in the Company’s website.
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CORPORATE GOVERNANCE

The Company has been maintaining a high standard of corporate governance with a view to enhancing
the management of the Company as well as preserving the interests of the shareholders as a whole. The
Board is of the view that the Company has complied with the code provisions set out in the Corporate
Governance Code (the “CG Code”) in Appendix 14 to the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Listing Rules”), except that there is no separation of the roles
of chairman and CEQ, as stipulated in the code provision A2.1 of the CG Code. Mr. Yao Jianhui (“Mr.
Yao”) currently assumes the roles of both the chairman and the CEO of the Company. Mr. Yao has
extensive experience in a wide range of industries, including food, construction materials, real estate,
commerce, agricultural and foresty, logistics, technology and finance. The Board believes that by holding
both roles, Mr. Yao will be able to provide the Group with strong and consistent leadership and allows for
more effective and efficient business planning and decisions as well as execution of long-term business
strategies of the Group. As such, the structure is beneficial to the business prospects of the Group.
Furthermore, the Company’s present management structure comprises sufficient number of independent
non-executive directors, and thus the Board believes that a balance of power and authority have been and
will continue to be maintained.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Board has adopted the Model Code for Securities Transactions by Directors of Listed Issuers (“Model
Code”) set out in Appendix 10 to the Listing Rules as the code of conduct of the Group regarding
securities transactions of the directors of the Company. All directors of the Company have confirmed that
throughout the six months ended 30 June 2018, they have complied with the provisions of the Model
Code.

AUDIT COMMITTEE AND REVIEW OF FINANCIAL INFORMATION

The Audit Committee was established on 28 November 2009 with written terms of reference set out in
the CG Code. The principal duties of the Audit Committee includes the review of the Group’s financial
reporting matters, risk management and internal control procedures.

At present, the Audit Committee comprises one non-executive Director, namely Mr. Huang Wei and two
Independent Non-Executive Directors, namely Mr. Wong Chun Bong and Professor Lee Kwok On,
Matthew, of which Mr. Wong Chun Bong is the chairman.

The Audit Committee has reviewed with the management the accounting principles and practices
adopted by the Group and discussed auditing, internal controls and financial reporting matters, including
the review of the financial information of the Group for the six months ended 30 June 2018. The
consolidated financial information for the six months ended 30 June 2018 have been reviewed by the
Company’s independent auditor, PricewaterhouseCoopers 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 Accountant.
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Corporate Governance and Other Information (continued)

SUBSEQUENT EVENTS AFTER THE REPORTING PERIOD

There are no significant events subsequent to 30 June 2018 which would materially affect the Group’s
operating and financial performance as of the date of this report.

APPRECIATION

On behalf of the Board, | would like to take this opportunity to express our appreciation to the
management team and staff of the Group for their contribution during the period and also to give our
sincere gratitude to all our shareholders and business partners for their continuous support.

By order of the Board
China Goldjoy Group Limited
Yao Jianhui
Chairman and Chief Executive Officer

Hong Kong, 17 August 2018

72 CHINA GOLDJOY GROUP LIMITED  Interim Report 2018



G + B 4 %

CHINA GOLDJOY

OB R EAERA A
CHINA GOLDJOY GROUP LIMITED

™
MIX
Paper from responsible sources

R E R EAEN R EROMER
gv?scocvg FSC™ C102068




	Cover
	Inside Front Cover
	Contents
	Corporate Information
	Financial Highlights
	Report on Review of Interim Financial Information
	Condensed Consolidated Statement of Financial Position
	Condensed Consolidated Statement of Comprehensive Income
	Condensed Consolidated Statement of Changes in Equity
	Condensed Consolidated Statement of Cash Flows
	Notes to the Condensed Consolidated Interim Financial Information
	Management Discussion and Analysis
	Corporate Governance and Other Information
	Back Cover

