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Drawings appeared in this report are computerized imaging artworks and do not associate with the
Group's existing or potential property development projects.
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UNAUDITED INTERIM RESULTS KREBEZPHES
The Board of Directors (the “Directors”) of
Zhong Hua International Holdings Limited
(the “Company”) would like to announce
the unaudited consolidated results of the
Company and its subsidiaries (collectively
the “Group”) for the six months ended 30
June 2019 (the “Interim Results”), together
with the comparative figures for the
corresponding period in 2018, as follows:

RERRZERERQA (AR ﬂJ)%%A
(TEFg)BLEM  ARFAREMBL

(I AEFEDEE_T—NF A= TLE
IERERREERGEEE ([HHEE] -
ER-_ZE-N\FRBZLEHETFT 0T :

CONDENSED CONSOLIDATED IGLE RS
INCOME STATEMENT
For the six months ended 30 June
BEAA=THLAEA
2019 2018
“Z-hF ZT-N\&F
(Unaudited) (Unaudited)
(REER) (REER)
Notes HK$'000 HK$'000
Mz FAL FEL
Revenue I'ON 2 26,766 24,047
Other income H A 218 219
Administrative expenses Y (14,386) (14,130)
Finance costs HiEER 3 (3,128) (3,500)
PROFIT BEFORE TAX BANER 4 9,470 6,636
Income tax expense FIEHAY 5 (4,204) (3,521)
PROFIT FOR THE PERIOD R 5,266 3,115
ATTRIBUTABLE TO: BER:
Ordinary equity holders of the Company ARARZBEREZBE A 525 (1,172)
Non-controlling interests FERER 4,741 4,287
5,266 3,115
PROFIT/(LOSS) PER SHARE ATTRIBUTABLEZ 2 7] & & IR
TO ORDINARY EQUITY HOLDERS OF  E#EHA
THE COMPANY EESRERN/ (BB) 7
- Basic —HAK HK0.09 centsi&{ll | HK(0.19) cents/Sfll
- Diluted —#E HK0.09 centsifll | HK(0.19) cents/&1ll
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CONDENSED CONSOLIDATED HHZE
STATEMENT OF COMPREHENSIVE

INCOME

2HE W ER

For the six months ended 30 June

HEAA=THLEAREA

2019 2018
“B-NE —Z-)\F
(Unaudited) (Unaudited)
(REEK) (REER)
HK$'000 HK$'000
TER TER
Profit for the period H e A 5,266 3,115
Other comprehensive expense Hit2EEX
Other comprehensive expense to be REEBHEN 7
reclassified to income statement in BhmFKAM
subsequent periods: FER
Exchange differences on translation BMEBNEBR N
of foreign operations EN = (27,066) (53,293)
TOTAL COMPREHENSIVE EXPENSE FOR i 2 45 %X
THE PERIOD (21,800) (50,178)
Total comprehensive expense attributable 2 E & T BER
to:
Ordinary equity holders of the Company ~ ALQFEBREEZFAEA (7,593) (17,088)
Non-controlling interests FERER (14,207) (33,090)
(21,800) (50,178)
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CONDENSED CONSOLIDATED AR E BB R &
STATEMENT OF FINANCIAL
POSITION
30 June 31 December
2019 2018
ZE-NF —T-N\F
~AB=+H +ZA=1—H
(Unaudited) (Audited)
(REER) (&%)
Notes HK$/000 HK$'000
ot:3 TER FAEL
NON-CURRENT ASSETS FRBEE
Property, plant and equipment 0¥ BEREZE 4,390 4,559
Right-of-use assets ERREE 2,251 -
Investment properties RENE 4,303,044 4,340,790
Total non-current assets FRBEELE 4,309,685 4,345,349
CURRENT ASSETS RBEE
Properties held for sales BIEGENE 35,448 35,759
Trade receivables 2 S EWERE 8 19,789 9,433
Prepayments, deposits ANTIE BER
and other receivables Hit e A 14,864 13,209
Cash and bank balances BeRBRTERE 82,400 91,511
Total current assets REEERAE 152,501 149,912
CURRENT LIABILITIES RBEE
Trade payables EHENHE 9 (1,991) (2,008)
Other payables H B 5UA
and accruals fExtaE (48,710) (46,026)
Tax payable FERTHiE (54,206) (52,448)
Interest-bearing bank and other AERTRHAMBEE
borrowings (5,805) (7,137)
Total current liabilities MYBERE (110,712) (107,619)
NET CURRENT ASSETS RBEERE 41,789 42,293
TOTAL ASSETS LESS CURRENT BEERRDAR
LIABILITIES 4,351,474 4,387,642
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CONDENSED CONSOLIDATED fERRE MBI R & (F)
STATEMENT OF FINANCIAL
POSITION (Cont’d)
30 June 31 December
2019 2018
—E-hE —E-N\F
~A=t+H +TZA=+—8H
(Unaudited) (Audited)
(RBEX) (&%)
HK$’000 HK$'000
TERT FAET
NON-CURRENT LIABILITIES kRBEE
Loan from a director §$§*h (72,937) (73,577)
Due to a director T EEHE (177,838) (183,382)
Long term other payables ,J’@EE@W% B (132,719) (133,645)
Deferred tax liabilities EEREAR (932,358) (939,744)
Total non-current liabilities ERBEEER (1,315,852) (1,330,348)
Net assets FEE 3,035,622 3,057,294
EQUITY B
Equity attributable to equity holders of AL E#ZHFE A
the Company JE{h &
Issued capital BETRA 15,140 15,140
Reserves 4 859,931 867,396
875,071 882,536
Non-controlling interests FERER 2,160,551 2,174,758
Total equity BER 3,035,622 3,057,294
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CONDENSED CONSOLIDATED
STATEMENT OF CASH FLOWS

HREERERERRK

For the six months ended 30 June

HEAA=THLEREA

2019 2018
ZB-NE —Z-N\#E
(Unaudited) (Unaudited)
(RBRER) (REg&ER)
HK$'000 HK$'000
TER AT
CASH FLOWS FROM OPERATING BEXBZRERE
ACTIVITIES
Profit before tax AR 9,470 6,636
Adjustments for: HEER
Finance costs MBER 3,128 3,500
Interest income FIEHA (123) (117)
Depreciation of property, plant and nE - BEREENE
equipment 130 139
Depreciation of right-of-use assets EREEENE 1,039 -
13,644 10,158
Increase in trade receivables B 5 W IR (10,356) (19,994)
Decrease/(increase) in prepayments, — FERFUE - K& R E M EYR
deposits and other receivables RER D/ () (1,655) 133
Decrease in trade payables B 5 EMAFIER D 17 (26)
Increase in other payables HipEAFIER B E
and accruals 20 2,684 1,411
Exchange differences on translation of #AE BN EH 7 EXZH
foreign operations (124) (413)
Cash generated from/(used in) BeEBRG/(FR) 2B
operations 4,176 (8,731)
Interest received =L CilE:) 123 117
Interest paid RS (170) (422)
Overseas taxes paid EHEIMER (1,162) (1,505)
Net cash flows from/(used in) LEEEME,/ (A2
operating activities REREFH 2,967 (10,541)
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CONDENSED CONSOLIDATED

HHEERERBERR (F)

STATEMENT OF CASH FLOWS (Cont’d)

For the six months ended 30 June

BEAAZTHLEAREA

2019 2018
“E-hE —E-N\F
(Unaudited) (Unaudited)
(REEX) (REE&Z)
HK$'000 HK$'000
?7‘57_5 /%71:
CASH FLOWS FROM FINANCING REEBZRERE
ACTIVITIES
Repayments of bank loans BERITER (3,409) (3,298)
Increase/(decrease) in an amount due to ENEEZEE N/ R
a director (6,826) 582
Increase in long term other payables REE A TIRE N - 1,502
Principal portion of lease payments BEMZHRLHH (1,104) -
Net cash flows used in REEHMA
financing activities LHEEREFE (11,339) (1,214)
NET DECREASE IN CASH ReRBELESEER
AND CASH EQUIVALENTS O EHE (8,372) (11,755)
Cash and cash equivalents FNzHER
at beginning of year REEEAH 89,169 79,684
Effect of foreign rate changes NEEXEH T2 (719) (876)
CASH AND CASH EQUIVALENTS ERZESLR
AT END OF YEAR Re%EER 80,078 67,053
ANALYSIS OF BALANCES OF CASH ReRREEE
AND CASH EQUIVALENTS BEEHINT
Cash and bank balances Be RRTEHS 80,078 67,053
Time deposits TEHER 2,322 2,360
Cash and bank balances as stated in the B4R A B AR R R R AT
condensed consolidated statement of FIR & RRIT S
financial position 82,400 69,413
Time deposits with original maturity of BWENRIHERA
more than three months when acquired “EAMEHRER (2,322) (2,360)
Cash and cash equivalents as stated in BRGARSRERMIIN
the condensed consolidated statement of iﬁ/f RBEEEEE
cash flows 80,078 67,053
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1. BASIS OF PREPARATION AND MEEERTERITER

SIGNIFICANT ACCOUNTING

POLICIES

The condensed consolidated financial HE-_Z—NAFEA=Z1TBHILEXNEAR
statements for the six months ended ARG EVERREERBRESHARS
30 June 2019 have been prepared FIERAEIES EmBRA (T EmHRE])
in accordance with the applicable HERBRERTFTUREFTESHIAS

disclosure requirements of the Rules
Governing the Listing of Securities on
The Stock Exchange of Hong Kong
Limited (the “Listing Rules”) and with
Hong Kong Accounting Standards
(“HKAS")
Reporting issued by the Hong Kong
Institute of Certified Public Accountants
(the “HKICPA”).

34 — Interim Financial

The condensed consolidated financial
statements do not include all the
information and disclosures required
in the annual financial statements, and
should be read in conjunction with the
Group’s annual consolidated financial
statements as at 31 December 2018.

The condensed consolidated financial
statements have been prepared under
the historical cost convention, except
for the investment properties that are
measured at fair value. The accounting
policies adopted in the preparation of
the condensed consolidated financial
statements are consistent with those
followed in the preparation of the
Group’s annual consolidated financial
statements for the year ended 31
December 2018, except for the
adoption of the following new and
revised standards effective as of 1
January 2019. The Group has not
early adopted any other standard,
interpretation or amendment that has
been issued but is not yet effective.

(EBRIAAR)) BhHOT BRI
B (THKAS ) 8349 — 0 8981 75 3 18
2 -

BRZE S M BEWERL T BEFER R
KRB 2 —NEMNIE LERAS
BHE—Z-)\FT-_A=1T—BLF
Bz FERBRE—HHE -

BEEDERATEIESN  BHRA
BB REE LR ARERE - I
A =B —NF— A — B AR

KIS RT RS - B R AR S B 75
Rz @A BRREARERHEEE

E-N\E+_A=+—-HLEFEZZ
i,ﬁu?éﬁﬂ‘%i&i%ﬁﬂ%%%*ﬁ o REE
i) AR He R AR B AR 1B 8 R A R (]
HdAER - BERHIEFT -
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BASIS OF PREPARATION AND
SIGNIFICANT ACCOUNTING
POLICIES (Cont’d)

Amendments to HKFRS 9 Prepayment Features with
Negative Compensation

HKFRS 16 Leases

Amendments to HKAS 19 Plan Amendment, Curtailment
or Settlement

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

HK (IFRIC) - Int 23 Uncertainty over Income Tax

Treatments
Annual Improvements 2015 Amendments to HKFRS 3,
-2017 Cycle HKERS 11, HKAS 12 and
HKAS 23

Other than as explained below
regarding the impact of HKFRS 16 -
Leases, the new and revised HKFRSs
has had no significant financial impact
on these financial statements. The
nature and impact of the HKFRS 16 are
described as below:

(@) HKFRS 16 replaces HKAS
17 - Leases, HK(IFRIC) - Int
4 Determining whether an
Arrangement contains a Lease,
HK(SIC) — Int 15 Operating Leases
— Incentives and HK(SIC) — Int
27 Evaluating the Substance of
Transactions Involving the Legal
Form of a Lease. The standard
sets out the principles for the
recognition, measurement,
presentation and disclosure of
leases and requires lessees to
account for all leases under a single
on-balance sheet model. Lessor
accounting under HKFRS 16 is
substantially unchanged from HKAS
17. Lessors will continue to classify
leases as either operating or finance
leases using similar principles as
in HKAS 17. Therefore, HKFRS 16
did not have any financial impact
on leases where the Group is the
lessor.

RABERTEESHR (F)
HKFRS 9 ({5377) ARERENEIF BRI

HKFRS 16 Vil
HKAS 19 (B71%) G FAAER

S5

HKAS 28 ({531%) \BELNARSELEI RS

HK (IFRIC) - 27823 FRREENTETY

“E-RFECE4F
BE FENE

HKFRS 3+ HKFRS 17 ~ HKAS 12
RHKAS 23815856557

BT ATt ERHKFRS 16— FAEMFE
AN T RT R AR STHKFRS Y 3% & 81 75 3%
KU ME KL - HKFRS 168914 E
REBENTX :

(@) HKFRS 16EXfXHKAS 17— & -
HK(IFRIC) — R B4 E LR T BIE
TAE « HK(SIC)—RZBISKEHE —
EERHKSIC) —ZZE27: 6%
EXEFARIHANR - ZEAH
IR 52 2V EREEAENR
Al WEREBARTEHAERE
—BEEBEXREI A - HKFRS 16
KBOSEBHKAS 17RAEAANETE
BT o A4 LR A BIHKAS
178UNRASHES B AKERM
E@ERE - At - HKFRS 163
REAEEEALBANBEES
FRETE-
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1.

BASIS OF PREPARATION AND
SIGNIFICANT ACCOUNTING
POLICIES (Cont’d)

(a) (Cont’d)

The Group adopted HKFRS 16
using the modified retrospective
method of adoption with the date
of initial application of 1 January
2019. Under this method, the
standard is applied retrospectively
with the cumulative effect of
initial adoption as an adjustment
to the opening balance of retained
earnings at 1 January 2019, and the
comparative information for 2018
was not restated and continues to
be reported under HKAS 17.

New definition of a lease

Under HKFRS 16, a contract is,
or contains a lease if the contract
conveys a right to control the use of
an identified asset for a period of time
in exchange for consideration. Control
is conveyed where the customer has
both the right to obtain substantially
all of the economic benefits from use
of the identified asset and the right to
direct the use of the identified asset.
The Group elected to use the transition
practical expedient allowing the
standard to be applied only to contracts
that were previously identified as leases
applying HKAS 17 and HK(IFRIC) —
Int 4 at the date of initial application.
Contracts that were not identified as
leases under HKAS 17 and HK(IFRIC)
— Int 4 were not reassessed. Therefore,
the definition of a lease under HKFRS
16 has been applied only to contracts
entered into or changed on or after 1
January 2019.

1. RUEERTBEETBE(F)

(@) (#)

AEEF RSB BRERNERER
HKFRS 16 B XEAAEBA-T
—NF—A—HB - REWHE - ZE
HRBEEBHER - BYRRANR
HEERAAE-_T—AE—A—H
RBEFHNSENRAE AR
T-NFHLEBREHTTEET
M2 ERIBEHKAS 17 FLA2 5 o

HEZHER

IRIEHKFRS 16  f#& R TR T — B
BRI —EHE #AEERNER - U
BERAE AZARASBERHE - &
ERPERNGHEADHMANEENEART
DTN B REENMERAE#EE
B ISR EER - REBEREBFER
BERITHRERE  RErzEEER
A5 FE FAHKAS 17 2 HK(IFRIC) — 218
AFRABHEENEL - RIBIEHKAS 17 %
HK(IFRIC)— B4 5 ATHEMN A LT
SR EHTE o Eit - HKFRS 1678 A
HETHEEBAR-_ZE—NAE—HA—H
RZBENREENER -
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. BASIS OF PREPARATION AND

SIGNIFICANT ACCOUNTING
POLICIES (Cont’d)

New definition of a lease (Cont’d)

At inception or on reassessment
of a contract that contains a lease
component, the Group allocates the
consideration in the contract to each
lease and non-lease component on the
basis of their standard-alone prices. A
practical expedient is available to a
lessee, which the Group has adopted,
not to separate non-lease components
and to account for the lease and the
associated non-lease components (e.g.,
property management services for
leases of properties) as a single lease
component.

1. RUEERTBEETBE(F)

HEZHER (&)

RAEBRKEHRIEERSHERN 26K
B ARBREAREEFERBEOK
BEDEERHERFHERD - AKHE
ERG—IBRITRENE  ZEEE
THIIFHERXDETES  LHEER
MEEHEN D (MDEHEENYEE
BRB)ERE-HERSAK-
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1.

BASIS OF PREPARATION AND
SIGNIFICANT ACCOUNTING
POLICIES (Cont’d)

As a lessee — Leases previously
classified as operating leases

Nature of the effect of adoption of
HKFRS 16

The Group has lease contracts for
property. As a lessee, the Group
previously classified leases as either
finance leases or operating leases based
on the assessment of whether the lease
transferred substantially all the rewards
and risks of ownership of assets to the
Group. Under HKFRS 16, the Group
applies a single approach to recognise
and measure right-of-use assets and
lease liabilities for all leases, except
for two elective exemptions for leases
of low value assets (elected on a lease
by lease basis) and short-term leases
(elected by class of underlying asset).
The Group has elected not to recognise
right-of-use assets and lease liabilities
for (i) leases of low-value assets (e.g.,
laptop computers and telephones); and
(ii) leases, that at the commencement
date, have a lease term of 12 months or
less. Instead, the Group recognises the
lease payments associated with those
leases as an expense on a straight-line
basis over the lease term.

. REEER T EET K (F)

EREABEA-TASERKLEHEZR
&

FRANHKFRS 166898 £ 14 &

REBRMETEHESR - fEAFEME
A REBELERBRBEHHERESKEE
HERZBRADHEHRERARERET A
EEFE BHEESEAREMEN
KETAE - IRIBEHKFRS 16 NEEER
B-FERRAKTEMEHENFERE
EERHEARE WEREBEEHRE (&
HEEERIE) LEHAE (REREE
FERIEIE) HMIBRIZER BRI - NE
BEEEETHVEEEEERE (MFiE
BRERE)  R(HVAFAKRBE  HEH
BREASATHHERRERAREE
kEeaE Ak 2EERHEEHR
BRESFEREZEHERBNEER
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. BASIS OF PREPARATION AND

SIGNIFICANT ACCOUNTING
POLICIES (Cont’d)

As a lessee — Leases previously
classified as operating leases (Cont’d)

Impacts on transition

Lease liabilities at 1 January 2019
were recognised based on the present
value of the remaining lease payments,
discounted using the incremental
borrowing rate at 1 January 2019 and
included in interest-bearing bank and
other borrowings.

The right-of-use assets were measured
at the amount of the lease liability,
adjusted by the amount of any prepaid
or accrued lease payments relating to
the lease recognised in the statement of
financial position immediately before
1 January 2019. All these assets were
assessed for any impairment based
on HKAS 36 on that date. The Group
elected to present the right-of-use assets
separately in the statement of financial
position.

. REEER T EET K (F)

EREABEA-TASERKLEHEZR
& (&)

BEYE

R-ZZE-NF-A-RZHEAETNR
BEHRTHENRZRERR  LEA=
E-NF-—RA-—BzHEEEEMXE
B Wi AT RRITREMEE -

EREEERHEAESHEMNE TR
ER_T-NF—A—-HARBBRR
REERHEERBOEMAN R EE
ENRERFELAE - FARFTEER
% BIRIEHKAS3 6 TTIEDRERT(E o A&
SEEBEMBRARTEBZIER
BEE -
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1.

BASIS OF PREPARATION AND
SIGNIFICANT ACCOUNTING
POLICIES (Cont’d)

As a lessee — Leases previously
classified as operating leases (Cont’d)

Impacts on transition (Cont’d)

For the leasehold land and buildings
(that were held to earn rental income
and/or for capital appreciation)
previously included in investment
properties and measured at fair value,
the Group has continued to include
them as investment properties at 1
January 2019. They continue to be
measured at fair value applying HKAS
40.

The Group has used the following
elective practical expedients when
applying HKFRS 16 at 1 January 2019:

e Applied the short-term lease
exemptions to leases with a lease
term that ends within 12 months
from the date of initial application

e Used hindsight in determining
the lease term where the contract
contains options to extend/
terminate the lease

1. RUEERTBEETBE(F)

EREABEA-TASERKLEHEZR
& (&)

BRZE (E)

HREMFAREDERZ QT EFE
MHE 3 T (R EABREUVE & YA
R/ HEREE)  AEBAR-T-NF
—A-HEESEINREEME  NE
REBGHELE40RZAFENE -

AREER-—_ZE—HLhF—A—BER
HKFRS 16H B A NAREZMHENTE
BEFE

o HREHBMFEMZBEI2(EA
NRIEMEEEMAEHHEER %

e WMARBELER RIEHEMNEE
o AIRFREEHEESR
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. BASIS OF PREPARATION AND

SIGNIFICANT ACCOUNTING
POLICIES (Cont’d)

As a lessee — Leases previously
classified as operating leases (Cont’d)

Impacts on transition (Cont’d)
The impacts arising from the adoption

of HKFRS 16 as at 1 January 2019 are
as follows:

. REEER T EET K (F)

EREABEA-TASERKLEHEZR
& (&)

BRZE (E)

RZZE—NF— B —BHEMHKFRS 162
FEMT

Increase/
(decrease)
#m,/
Om2)
HK$’000
FET
(Unaudited)
(CREgEERZR)
Assets BE
Increase in right-of-use assets EREEEL M 3,290
Increase in total assets A EREL M 3,290
Liabilities =R
Increase in interest-bearing bank and =t ESRTT M E b fE R IE A0
other borrowings 3,162
Increase in total liabilities BEATEIEN 3,162
Increase in retained earnings REBZAFIE N 128

17
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1.

BASIS OF PREPARATION AND
SIGNIFICANT ACCOUNTING
POLICIES (Cont’d)

As a lessee — Leases previously
classified as operating leases (Cont’d)

Impacts on transition (Cont’d)

The lease liabilities as at 1 January
2019 reconciled to the operating lease

. REEER T EET K (F)

EREABEA-TASERKLEHEZR
& (&)

BRZE (E)

EC —“NE-A-BMHEHERESRER
/\i-l—_ﬂf-f— SRR ik

commitments as at 31 December 2018 7¥K%Z¥¢EEZZDT :
is as follows:
HK$’000
FHET
(Unaudited)
(REgEZ)
Operating lease commitments as at 31 —NFE+=A
December 2018 S+ -BHNKREHERE 3,587
Weighted average incremental borrowing R=—Z—h&E—A—HHK
rate as at 1 January 2019 IREFGEEERE 5.88%
Lease liabilities/discounted —hE—-A—BH
operating lease commitments as at HESE R
1 January 2019 REBERE 3,162
Summary of new accounting policies FETHEMRE
The accounting policy for leases as BE-_Z2—N\F+-_A=+—HLF

disclosed in the annual financial
statements for the year ended 31
December 2018 is replaced with the
following new accounting policies
upon adoption of HKFRS 16 from 1
January 2019:

ENFEVBBRABEENHESS
BE BT ALF—A—BRE#H
HKFRS 161& + &8 # A LA T 25

s

R
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. BASIS OF PREPARATION AND

SIGNIFICANT ACCOUNTING
POLICIES (Cont’d)

Summary of new accounting policies
(Cont’d)

Right-of-use assets

Right-of-use assets are recognised at
the commencement date of the lease.
Right-of-use assets are measured at
cost, less any accumulated depreciation
and any impairment losses, and
adjusted for any remeasurement of
lease liabilities. The cost of right-of-use
assets includes the amount of lease
liabilities recognised, initial direct costs
incurred, and lease payments made
at or before the commencement date
less any lease incentives received.
Unless the Group is reasonably certain
to obtain ownership of the leased
asset at the end of the lease term,
the recognised right-of-use assets are
depreciated on a straight-line basis over
the shorter of the estimated useful life
and the lease term. When a right-of-use
asset meets the definition of investment
property, it is included in investment
properties. The corresponding
right-of-use asset is initially measured
at cost, and subsequently measured
at fair value, in accordance with
the Group’s policy for ‘investment
properties’.

. REEER T EET K (F)

HENREME(H)

EHEEE

REERGAMERERAEEE - £
B ERBAR AR A R AT B R AR
BEEEFE UREMERTEHES
BEEHAE - EREEAEXNABIFE®E
REEBETE CEENTTEEK
ARRFIG AR Z I ELNEENR
AR B EEE 2R - BRIEAREES
ERENESRERSRSEEEEMA
% BRAICHRBEAEEERE MR
EAFHEAM (AREER/E) RER
EFE - ERAEEENAREMEN
EER - BIFFAREMED - HHENE
REEEMBEAATE  HRREAXR
SENHREME | RRIRAFERTE -
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1.

BASIS OF PREPARATION AND
SIGNIFICANT ACCOUNTING
POLICIES (Cont’d)

Summary of new accounting policies
(Cont’d)

Lease liabilities

Lease liabilities are recognised at the
commencement date of the lease at
the present value of lease payments
to be made over the lease term. The
lease payments include fixed payments
(including in-substance fixed payments)
less any lease incentives receivable,
variable lease payments that depend
on an index or a rate, and amounts
expected to be paid under residual
value guarantees. The lease payments
also include the exercise price of a
purchase option reasonably certain
to be exercised by the Group and
payments of penalties for termination
of a lease,
the Group exercising the option to
terminate. The variable lease payments

if the lease term reflects

that do not depend on an index or a
rate are recognised as an expense in the
period in which the event or condition
that triggers the payment occurs.

REUEERTESTRE(F)

HENREME(H)

HEERE

REERMK B BHREEHANFELDORE
ENFREEREHEABE -HENKE

REBRNR(EEEERFR) BEMME
& RE R IR - BURR I HEH E 8
AEEEFRARAARBERREEE
RxfeE HENRTEBELRAEE
AHREETENBEREENTERR
EHEMRRAKEITEREEERERE
B BRKLEEENTIR - THORKIE
SR R e A] R BN A R AR B
RSB GTF N BE N RR R -
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. BASIS OF PREPARATION AND

SIGNIFICANT ACCOUNTING
POLICIES (Cont’d)

Summary of new accounting policies
(Cont’d)

Lease liabilities (Cont’d)

In calculating the present value of
lease payments, the Group uses the
incremental borrowing rate at the lease
commencement date if the interest
rate implicit in the lease is not readily
determinable. After the commencement
date, the amount of lease liabilities
is increased to reflect the accretion
of interest and reduced for the lease
payments made. In addition, the
carrying amount of lease liabilities is
remeasured if there is a modification, a
change in future lease payments arising
from change in an index or rate, a
change in the lease term, a change in
the in-substance fixed lease payments
or a change in assessment to purchase
the underlying asset.

Significant judgement in determining
the lease term of contracts with
renewal options

The Group determines the lease term as
the non-cancellable term of the lease,
together with any periods covered by
an option to extend the lease if it is
reasonably certain to be exercised, or
any periods covered by an option to
terminate the lease, if it is reasonably
certain not to be exercised.

. REEER T EET K (F)

HENREME(H)

HEEE (&)

R ERENRHBRER  WEERS
MEEZRMEE  MAREEBEERNK
FHREEBERNETE - RFEBA M
% MEARBSENBMRBRT AEHN
BECERIUETFRELNEEN
Koo dtsh o FEE NSNS - BIER
B R B 5| R H) R RIS SR B IA
LEMEY BEEREENREHR
BEMREEENFNGEEE  REHE
HERBNREE -

EEAEHARERAONENBRAE
KA

AEESEHET SN HEEEY
R MREEEEESITREREE
e HREREeEZEERME
ENEASRE RESERESTET
EHRIEPEEMNRIZER  EREEZE
BAEPRE R EMRARE -

21
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1.

BASIS OF PREPARATION AND
SIGNIFICANT ACCOUNTING
POLICIES (Cont’d)

Significant judgement in determining
the lease term of contracts with
renewal options (Cont’d)

The Group applies judgement in
evaluating whether it is reasonably
certain to exercise the option to renew.
It considers all relevant factors that
create an economic incentive for it
to exercise the renewal. After the
lease commencement date, the Group
reassesses the lease term if there
is a significant event or change in
circumstances that is within the control
of the Group and affects its ability to
exercise the option to renew.

Amounts recognised in the interim
condensed consolidated statement of
financial position and profit or loss.

1. RUEERTBEETBE(F)

EEREARERSANAHMKRAE
KA i ()

AEBRFHTHEEEERERALARE
HEERSERAE - EEMASHITE
EEBHAREABNEERRETE
B -REERKAMK  mEASEZ
BESEANETEETREEERENSE
REGHERER  AEESEHFE
HE -

RS E MBI RIBERER
2B
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1.

BASIS OF PREPARATION AND
SIGNIFICANT ACCOUNTING
POLICIES (Cont’d)

Significant judgement in determining
the lease term of contracts with
renewal options (Cont’d)

The carrying amounts of the Group’s
right-of-use assets and lease liabilities
(included within “interest-bearing
bank and other borrowings”), and the
movement during the period are as
follow:

. REEER T EET K (F)

EEREARERSANAHMKRAE
KA i ()

HAAKENEREEENEERE (G
ATEHERIT R EAMER]) MR B E MR

Land and

buildings

included in
Right-of-use Lease
asset liabilities

T AR

EEMNLH
REZEY HEAE
HK$’000 HK$’000
TET TET
As at 1 January 2019 RZZE—-—hF—H—H 3,290 3,162
Depreciation charge FrEXH (1,039) -
Interest expense FEFX - 81
Payments NES - (1,104)
As at 30 June 2019 RZZ-NEXA=1H 2,251 2,139

The Group recognised rental expenses

for short-term leases of HK$109,000 for

the six months ended 30 June 2019.

AREBHERABEE-_ZT—-HLEA=1+H
1EAE A MG HAEMNHE SR 109,000
BT e

23
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I
2. OPERATING SEGMENT 2. BKeE/BER

INFORMATION

For management purposes, the Group
is organised into business units based
on their services and two reportable
operating segments as follows:

(a) the property investment segment,
which invests in properties located
in the Mainland of the People’s
Republic of China (“Mainland
China”) for generating potential
income from letting; and

(b) the corporate and other segment,
which provides management
services to group companies.

The accounting policies of the
operating segments are the same as
those described in the Group’s financial
statements for the year ended 31
December 2018.

No geographical segment information is
presented as over 90% of the Group’s
revenue is derived from customers
based in Mainland China.

MERME  NEBRRAE‘RZRED
DEBEM - MERRSEEDRWT

() MEREDE  pBEREELK
ANENRAPEARKMERE (9
BABEDMEZRE R

(b) DEREMOE  REBQFREMH
EERT o

EEHBZEHBERAEARE T
—N\FTZA=+—BIEFEZHBS
RATALE B -

E & E90% A £ 2 W AR B # B K b
2EP MY ESHMEDEER -
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2. OPERATING SEGMENT
INFORMATION (Cont’d)

2.

The following table presents revenue

and results information for the Group’s

operating segments:

REDEER (H)

TERB/AEERKSE
AREBEZER

DEENZ B

For the six months ended 30 June BZEAA=1+RHILAXEAR
Property investment Corporate and others Total
NERE DAREM @t
2019 2018 2019 2018 2019 2018
ZE-hE T\ ZE-AE ZT-\F ZE-NE ZE-)\F
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REBER) (REER) (REBR) (REER) (RBBK) (REEZ)
HK$000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T TAL TER TAL TEx TAL
Segment revenue: KA :
Sales to external ~ HEFHAREP
customers 26,766 24,047 - - 26,766 24,047
Segment results  HHEEE 19,765 17,475 (7,385) (7,558) 12,380 9,917
Other income Hi A 218 219
Finance costs BBER (3,128) (3,500)
Profit before tax 3 &1 7 9,470 6,636
Income tax expense T3 F% (4,204) (3,521)
Profit for the period 27 & 7 5,266 3,115
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2. OPERATING SEGMENT 2. BREDEER (4F)

INFORMATION (Cont’d)

Information about major customers

For the six months ended 30 June 2019
(the “Period”), aggregate revenue from
four customers (2018: four) with each
of whom transactions had exceeded
10% of the Group’s total revenue
amounted to HK$26,766,000 (2018:
HK$24,047,000).

3. FINANCE COSTS

FHEXEREFZEN

BE-_Z—hAF~A=Z+HLEREA
(B D) - REWEBRF (ZE—N\F:
) 2 IR A 526,766,000 T (= F
—J\F :24,047,000/87C) * MEZSEF
ETZzRZeEHEBaERAEEAKRA
2100/0 ©

3. BIKER

For the six months ended 30 June

HEAAZTHLEAREA

2019 2018
“E-NF ZE-N\F
(Unaudited) (Unaudited)
(REER) (RicgER)
HK$’000 HK$'000
TER AT

Interest on: FAlB=NE
Bank loans RITEX 170 422
Lease liabilities HEAE 81 -
Loan from a director ESEX 2,877 3,078
3,128 3,500
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4. PROFIT BEFORE TAX

5.

The Group’s profit before tax is arrived

at after charging/(crediting):

4. BiATEF

AEB 2 BANE R LG (GEA)

For the six months ended 30 June
BEAA=THILAEAR

2019 2018
“E-nE —2-N\%F
(Unaudited) (Unaudited)
(REEZ) (REER)
HK$'000 HK$’000
TR TET

Depreciation of property, plantand ~ #1% - BE RRETE
equipment 130 139
Depreciation of right-of-use assets ~ {FHEEENE 1,039 -
Interest income FEKA (123) (117)

Income from letting of BHERETRE

investment properties LIEPRIUN (26,766) (24,047)

INCOME TAX EXPENSE

5. BRI X

For the six months ended 30 June

HEAA=THLEAEA

2019 2018
“E-NF —2-N\E
(Unaudited) (Unaudited)
(REER) (REER)
HK$'000 HK$'000
TER FAT

Current - elsewhere BN —E i
Charge for the period HRMG 3,395 3,521
Deferred Bt 809 -
4,204 3,521
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5. INCOME TAX EXPENSE (Cont’d) 5. RSB X (#)
No provision for Hong Kong profits tax HRAEENHEYEEESEEEMN
had been made as the Group did not FERFL @ A - BURFEE B RIS B
generate any taxable profits in Hong HWZE—NEF &) -
Kong during the Period (2018: Nil).
Taxes on profits assessable elsewhere oAt 3 [& & SR TR I BIAR B AR B
have been calculated at the rates of tax EEBMERR 2RBEN  2EBXIE
prevailing in the countries in which Bl BZEBRRZBITREGTE - RF
the Group operates, based on existing Bl KBRS 2 Mt A Bl EIRFE R A X
legislation, interpretations and practices 25% (ZF—/)\F : 25%) 8 °
in respect thereof. The subsidiaries
established in Mainland China are
subject to income taxes at the rate of
25% (2018: 25%).

6. INTERIM DIVIDEND 6. THIRE
The Directors do not recommend the EEgTERRNPHzPHEE (=
payment of an interim dividend for the T-NF:|E) o
Period (2018: Nil).

7. PROFIT/(LOSS) PER SHARE 7. XAREEERESBAARGEER
ATTRIBUTABLE TO ORDINARY mR(EBE)

EQUITY HOLDERS OF THE
COMPANY

The calculation of basic profit/(loss)
per share for the Period is based on the
profit attributable to ordinary equity
holders of the Company of HK$525,000
(2018: loss of HK$1,172,000) and
the weighted average number of
605,616,520 (2018: 605,616,520)
ordinary shares in issue during the
Period.

During the six months ended 30 June
2019 and 2018, the Group had no
potentially dilutive ordinary shares in
issue.

HESRERRT, (BE) DREAA
A& @Ak % 7B A FE (G % F1525,000
BT (ZZE—N\F : F#E1,172,000
BT MEIM D BT YRR 2 ME T
¥ 8605,616,5200 (= Z — )\ & :
605,616,5200%) 5T & -

NEE_ZT—NLFEZZE—-—N\FRA
+HIERNER  AEETESBETE
BETim

B ©

B
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. TRADE RECEIVABLES

I
8. EFEWFE

REEZ B HRERYGRIBRIRE BT B
ZIRE AT

An ageing analysis of the Group’s trade
receivables at the end of the reporting
period is as follows:

30 June 2019 31 December 2018

—E-hEXA=1+H —E- )\ +=-A=+—H

(Unaudited) (Audited)

(RBER) (&%)
HK$’000 % HK$'000 %
FTHERT Bk FHET B
Within 6 months 618 A A 17,509 88 9,433 100

More than 6 BiEe6fE A

months 2,280 12 - -
19,789 100 9,433 100

The Group generally grants a credit
term of 3 months to 12 months to its
customers.

The ageing of the Group’s trade
receivables is based on the date of
recognition of revenue. The Group
does not hold any collateral or other
credit enhancements over its trade
receivable balances. Trade receivables
are non-interest-bearing.

AEE-RETHEEFIEAZ12EAE
5

REBEE RN FIA Z REBRIBEWRARE
RAFE - AEELEREE 5 RUGR
HHEFATAERRIEMBEAEE
Rz - EHRUIGRARSEIRE -



30 Zhong Hua International Holdings Limited Interim Report 2019

9. TRADE PAYABLES

An ageing analysis of the Group’s trade
payables at the end of the reporting
period is as follows:

30 June 2019

9. EZEMNRE

AEBZBHERNRIBRBERTHEB
ZIRE AT

31 December 2018

—EZ-AfFEARA=T+H —E-NF+ZA=+—H
(Unaudited) (Audited)
(RBER) (EZ)
HK$’000 % HK$'000 %
FERT Bk FAT Epasd
More than BB—F
1 year 1,991 100 2,008 100

The ageing of the Group’s trade
payables is based on the dates
of the goods received or services
rendered. The trade payables are
non-interest-bearing.

AEBEE P EMNFIAZRBRBRRE
MARHIRBE AEFE - ESEAR
BRREER -
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10.CONTINGENT LIABILITIES

11.

At the end of the reporting period,
the Group’s contingent liabilities not
provided for in the financial statements
were as follows:

I
10.RAREE

RIS HTTAE R - AR E IR B HR
RIEHBHBZIARAENT

30 June 31 December

2019 2018
—E-NF —ZE-N\%F
AA=Z+AH tZA=1+—H
(Unaudited) (Audited)
(RBER) (&%)
HK$’000 HK$'000
FET FAT
Guarantees given for mortgage BT AREEYE
loans granted by banks to ETEZR#HZ
certain purchasers of the RIBERMIEZ
Group's properties 2R 139 139
PLEDGE OF ASSETS 1. EEEF

The Group had utilized bank loan
facilities amounting to approximately
HK$3,666,000 (31 December 2018:
HK$7,137,000) as at 30 June 2019.

Certain investment properties and trade
receivables of the Group were pledged
to secure banking facilities utilised by
the Group and an independent third
party. In addition, the Company and
one of its substantial shareholders also
granted guarantees to these banking
facilities.

As at 30 June 2019, the amount
of investment properties and trade
receivables under pledge were
HK$404,244,000 (31 December 2018:
HK$407,790,000) and HK$4,399,000
(31 December 2018: HK$5,983,000)
respectively.

R-ZZE—AEXNAZ+H AEEE
AR IT RN E £ 493,666,000 7T (= F
—N\NF+=ZA=+—H:7,137,000%
JL) °

AEEETRENENEHERKFAD
EIEAAESAEE R - 2BYE=S
BRAMRITRE - I KRB REF
—HBEBRRITRZFRITRERME
& -

R-ZB—-HAEXA=+8 " EHEY
KREMERBESGRUFBZED R
404,244,000 0 (Z T —N\F+ =
A=4+—H:407,790,000/% 7T) &
4,399,000 L (Z=E—N\F+=ZA
=+—H :5,983,00087T) °



32
|

Zhong Hua International Holdings Limited Interim Report 2019

12.

13.

COMMITMENTS

At the end of the reporting period,
the Group had contracted, but not
provided for commitments in respect
of construction works relating to
investment properties amounting to
approximately HK$1,434,000 (31
December 2018: HK$1,504,000).

LITIGATIONS

(a) Pursuant to the terms of the relevant
joint venture agreement, the joint
venture period of Guangzhou
Zheng Da Real Estate Development
Company Limited (&M T [E X
WEMEAFRDQE)(“GZ Zheng
Da”) was from 31 December 1993
to 31 December 2008 and could
be further extended at the request
of either foreign or sino partner
upon maturity. In December 2008,
both GZ Zheng Da and its foreign
partner, Zheng Da Real Estate
Development Company Limited
(EXFEMERZEARRAF) ("HK
Zheng Da”), agreed to extend the
joint venture period by 15 years
with effect from 1 January 2009
in accordance with the provisions
of the articles of GZ Zheng Da
but BFEFMEMELERT (‘B
FE "), its sino partner, had
then become dormant a couple
of years ago and therefore its
consent could not be obtained.
Contemporaneously, it appeared

that another enterprise namely # 7
Bt ERBEEERAT (“BETL
&), a privately owned enterprise
which acquired certain assets
(but interest in GZ Zheng Da not
included) from #F5E > some years
ago, claimed that it had taken up
certain interest in GZ Zheng Da
from 5 B (&, but that was not the
case.

12.7%4E

RE=ER  AEBEHRILEYWER
BZEETREETY B REEZ &
4 A1,434,0008 T (ZE— N\F+=
A=+—H :1,504,000/87T) °

13.5F 5

(a) WAARA EDRERE R - BN
EXREHMERERRAR (EMIE
R z2aEHRB—-— WA =F+=
A=+—RAE==ZN\F+=A
=t+—Hi - XAREPINEVETE
W=7 REBRREERZ 2R R0
ZRENFE+A - BMERRES
BEEEHERBHEREARQF
(TEEEXRDBHEREMERERZ
X 2HE - ABEERSEHRTE
FOBH_ZENAF-A-BRER
BUFFHERELEZE AR ([HF
B (PH)ERESFRAIDKLE
5% Rt ELESERE © R
EHEz - H2AUAFEHEREE
EBHEBRAR ([HEME]) 2% (%
RERBLERTE - ZFHBRBFE
TCEAETEE (ETEEEMEX
2R L) BEEC S EAR
SEMERZER  BELFEE -
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13.LITIGATIONS (Cont’d)

(a) (Cont'd)

As such, in late December
2008, GZ Zheng Da, an indirect
wholly-owned subsidiary of the
Company, served a writ against
B .1k at the Guangdong Provincial
Guangzhou Municipal Yuexiu
District People’s Court (EHR & &E
MR A RIER) (the “Yuexiu
Court”) demanding for confirmation
of disqualification of #5 FA7® from
the sino partnership (if any) of the
subject joint venture. The relevant
judgement was granted in July 2009
with rulings endorsing the request
made by GZ Zheng Da.

In August 2009, B L& filed
an appeal petition (the “Zheng
Da Appeal”) at the Guangdong
Provincial Guangzhou Municipal
Intermediate People’s Court (&
REBEMT R RARER) (the
“Guangzhou Court”). A hearing
was made in October 2009 and
no further hearings had been
made since then. Both GZ Zheng
Da and HK Zheng Da had not
yet received a valid judgement in
writing issued by the Guangzhou
Court in accordance with the
relevant PRC laws and due judicial
procedures. Further details about
the developments of, and events
incidental to, the Zheng Da Appeal
were disclosed in the Company’s
announcement dated 25 March
2013.

Since then, both GZ Zheng Da
and HK Zheng Da had dialogues
with the relevant court officials
from time to time and were looking
forward to receiving a formal and
legally valid verdict, notice or
directive in relation to the Zheng
Da Appeal to be granted by the
Guangzhou Court or its higher
court in accordance with the
relevant PRC laws and due judicial
procedures, but no such verdict or
directive was received in proper
manner, up to the date of this
report.

13.5F 52
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13.LITIGATIONS (Cont’d)

(a) (Cont'd)

Taking into account the rulings
granted by the Yuexiu Court in
July 2009, the facts and legal
grounds substantiated at the first
hearing of the Zheng Da Appeal,
and the opinion given by the PRC
legal counsels and advisers, the
Company remained optimistic in
obtaining a favourable judgement
in the Zheng Da Appeal.

In October 2013, the Guangzhou
Municipal Administration of
National Resources and Property
Bureau (BMTE+ERNEEE
I f®) (the “Property Administrative
Bureau”) issued two rulings on
property demolition (BE#FERTE
£) (the “Compensation Rulings”)
to GZ Zheng Da pertaining to two
compensation and resettlement
cases for property demolition
(FEFBHEREME). The
Compensation Rulings concluded
that GZ Zheng Da was obliged to
pay an one-off cash compensation
in an aggregate amount of
approximately RMB27,600,000
(equivalent to HK$31,464,000
as at 30 June 2019) (the “Cash
Compensation”) to a group of
claimants (the “Claimants”).

13.5F 52

(4&)

) (#&)

EZRIMEREGEN-_ZZNGFL
RAERZE#R - R EFRALR
EREFENEERERERUARS
BEmOERERELINER A

RAHEERN EHFEGHTESEN
HRAIRGER
RZB—=F+H BEMHELE

BNEEEER(EER BMST
EEFEHEREM@AE  MEMIE

RELMHERHFRBRAEE ([HE
/%EJ)"%%E\/;&IE 75_’! ﬁJHIEj(
BAR—THRATRRADEZR

—RMEREHARE27,600,0007T
(RZZFE—NFNA=Z+HHEER
31,464,000/ ) W E (B
wHE]D -
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13.LITIGATIONS (Cont’d)

(b) (Cont’d)

In March 2014, the Guangzhou
Municipal People’s Government
(BT ARB) (the “Guangzhou
Government”) issued two rulings on
administrative review (TTERZEZR
EZ) revoking the Compensation
Rulings. As a result, GZ Zheng
Da’s obligation of paying the Cash
Compensation was discharged.

In June 2015, the Guangzhou Court
issued two rulings on administrative
proceedings (TTHHEEZ)
declining the appeal made by the
Claimants against the Guangzhou
Government’s rulings.

In December 2015, Guangdong
Provincial Higher People’s
Court (ERARBKARER)
(the “Guangdong Court”) issued
two rulings on administrative
proceedings (TTHEEZE) to the
effect that (i) the Guangzhou
Court’s rulings were withdrawn;
and (ii) the Guangzhou Court was
ordered to re-hear the Claimants’
appeal against the Guangzhou
Government’s rulings.

13.5F =R (4&)

(b) (&)
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13.LITIGATIONS (Cont’d)

(b) (Cont’d)

In May 2017, Guangzhou Railway
& Transportation Intermediate
Court (&M 3 8 & 7 AUA BT )
(the “Railway Court”), under
the direction of Guangdong
Court, re-heard the case and
declined the appeal made by the
Claimants against the Guangzhou
Government’s rulings. The
Claimants then filed a further
appeal against the Railway Court’s
rulings. As at the date of this report,
the second appeal (the “Second
Appeal”) was not yet heard.

Taking into account the latest
rulings granted by the Guangzhou
Government and the Railway
Court, the facts and legal grounds
substantiated, and the opinion
given by the PRC legal counsel and
advisors, the Company remained
optimistic in obtaining a favourable
judgement to be granted to GZ
Zheng Da.

In 2011, two plaintiffs, together
with Chongging Smart Hero Real
Estate Development Company
Limited (“CQ Smart Hero”), an
indirect wholly-owned subsidiary
of the Company, in its capacity as
the third plaintiff, served a writ of
summons against a third party (the
“Third Party”) at the Yuexiu Court
in relation to a contract dispute =
FAH). The case was subsequently
redirected to the Guangzhou
Court for trial for the reason of
jurisdiction of court. In September
2013, the Guangzhou Court ruled
that CQ Smart Hero was obliged
to pay an accrued interest in an
aggregate amount of approximately
RMB10,500,000 to the Third Party.
Subsequently, CQ Smart Hero,
together with two plaintiffs, filed
an appeal against the Guangzhou
Court’s rulings at the Guangdong
Court.

13.5F =R (4&)
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13.LITIGATIONS (Cont’d)

(c) (Cont'd)

In June 2015, the Guangdong Court
upheld the Guangzhou Court’s
rulings but the claim that was
to be borne by CQ Smart Hero
was reduced to approximately
RMB4,200,000. The Guangdong
Court’s ruling was final and
absolute unless being revoked by
judicial review (1E%).

The PRC legal counsel of CQ Smart
Hero was of the view that judicial
errors were made in the Guangdong
Court’s ruling and therefore it was
justifiable for pursuing judicial
review (f2%) with an aim to
revoke its ruling. However, CQ
Smart Hero, after careful and due
considerations, concluded that
additional management time and
legal costs to be incurred would
probably override the economic
benefits to be derived from a
favourable verdict of judicial
review, if any, and resolved not to
pursue the case further.

In February 2016, the Guangzhou
Court confined the claim amount
to approximately RMB3,743,000
(equivalent to HK$4,267,000 as at
30 June 2019), and a provision of
the same amount was fully made
in the Company’s consolidated
financial statements for the year
ended 31 December 2015.

Since then, CQ Smart Hero
and the Third Party could not
reach consensus on settlement
arrangement and both parties
sought directions and orders at the
Guangzhou Court for enforcement.
The claim remained unsettled as at
30 June 2019.

13.5F 52
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13.LITIGATIONS (Cont’d)

(d) In March, 2015, the Guangzhou

Urban Management Integrated
Enforcement Bureau Yuexiu
Sub-Bureau (BT EELEE
HERBFEDR) (the “Enforcement
Bureau”) issued an order on an
administrative disposition of illegal
erection (BIABETHRERAE
£) (the “Order”) to GZ Zheng
Da to the effect that a 2-storey
non-permanent commercial podium
situated in the Yuexiu District
was required to be demolished by
GZ Zheng Da. In the Order, the
Enforcement Bureau concluded,
inter alia, that the subject property
was deemed as an illegal erection
as its occupancy permit had
expired. The Order, however,
did not elaborate further why the
renewal of the occupancy permit
was not granted.

Notwithstanding the subject
property was classified as
non-permanent erection pending
for re-development, it obtained
approvals and permits for town
planning, construction, inspection,
occupancy and fire safety from all
relevant government authorities
up-to-date and hence its building
standards and fire safety were
comparable to those prevailing
standards for permanent erections.
In addition, GZ Zheng Da was of
the view that the subject property
would not be deemed as illegal
erection if the occupancy permit
was reasonably renewed as
permitted under the relevant laws
and regulations and hence the order
in question should be quashed.

13.5F =R (4&)
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13.LITIGATIONS (Cont’d)

(d) (Cont’d)

GZ Zheng Da, together with six
co-operative parties, served an
objection petition to the Order
at the Yuexiu Court in November
2015. The petition was declined by
the Yuexiu Court in May 2016.

In June 2016, GZ Zheng Da,
together with six co-operative
parties, filed an appeal against
the Yuexiu Court’s ruling at the
Railway Court. In May 2017, the
Railway Court revoked both the
Yuexiu Court’s ruling and the Order
(the “Ruling”). In November 2017,
the Enforcement Bureau filed an
administration petition (fTIEE# &)
at the Guangdong Court with an
attempt to overturn the Ruling. The
subject non-permanent commercial
podium remained in operation as
usual unless the Railway Court
granted an unfavourable ruling
against GZ Zheng Da.

13.5F =R (4&)
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13.LITIGATIONS (Cont’d)

(d)

(e)

(Cont’d)

In July, 2019, the Railway Court
revoked the Ruling and upheld
the earlier ruling granted by the
Yuexiu Court. With an objective
to support the Pan-Guangzhou
Re-Development and Upgrade
Programme of Aged Communities
(EMmEHRBERT IR
promulgated by the Guangzhou
Municipal Government, GZ
Zheng Da did not pursue further
to appeal against the Railway
Court’s latest decisions and the
subject commercial podium
ceased operation in mid-August
2019. Further information on the
re-development of the subject
development site was elaborated in
the Business Review and Outlook
sections below.

In 2015, a plaintiff served a writ of
summons against Chongqging Smart
Hero Real Estate Development
Company Limited (EEHFE
HWEMRAZEARATF) (“CQ Smart
Hero”), an indirect wholly-owned
subsidiary of the Company, at the
Chongqging Municipal Yuzhong
District People’s Court (EE T8I
& ARJERT) (the “Yuzhong Court”)
in relation to a claim against a
payment transaction proceeded
in 1996. The proceeding was
adjourned following CQ Smart
Hero lodged a separate plead at
the Yuzhong Court for affirmation
of the subject payment transaction
was null and void but the plead
was declined by the Yuzhong Court
in March 2018. In August 2018,
Chongqing Municipal The Fifth
Intermediate People’s Court (&
MERFJARAER) (the “Fifth
Intermediate Court”) upheld the
Yuzhong Court’s decision.

(d)
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13.LITIGATIONS (Cont’d) 13,5738 (4%)
(e) (Cont'd) ) ()
In April 2019, the Yuzhong Court RZZB—NFOA AR EREHNE
re-heard the proceeding lodged BREANREBHFAD THTEE

by the plaintiff and ruled that CQ
Smart Hero was obliged to refund
an amount of approximately
RMB1,216,000 (equivalent to
approximately HK$1,386,000)
plus accrued interests incurred
from October 1996 up to the
date of full settlement to the
plaintiff. It was estimated that the
interest accrued up to the date
of this report was approximately
RMB1,870,000(equivalent to
approximately HK$2,132,000).

In June 2019, CQ Smart Hero filed
an appeal at the Fifth Intermediate
Court the legal
ground that the Yuzhong Court

based on

misinterpreted the fundamental
facts of the subject payment terms
in dispute and the petition was
not yet heard as at the date of this
report.
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13.LITIGATIONS (Cont’d) 13.5F =R (4&)

(e) (Cont'd)

Taking into account of the
facts substantiated from the
payment terms stated on the
acknowledgement of receipt issued
by CQ Smart Hero to the plaintiff
and legal grounds as advised by
the PRC legal counsel and advisers,
the Company remained optimistic
in obtaining a favourable judgment
in the petition against the plaintiff’s
claim. On this basis, no provision
was made in the Company’s
consolidated financial statements
for the six months ended 30 June
2019 in relation to the subject
claim.

e) (#&)
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14.RELATED PARTY TRANSACTIONS 14.BEALRS

In addition to the related party
transactions and balances with related
parties as detailed elsewhere in
the financial statements, the Group
also incurred an interest expense of
HK$2,877,000 in respect of a loan from
a director during the Period. Currently,
the interest rate of that loan from a
director is 7.821% per annum.

BRAFBREEMFRZBEALRS
MEEALHETIN REBTNBABE
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REVIEW OF RESULTS

The Group’s consolidated turnover for the
Period was HK$26,766,000, representing
an increases of approximately 11%
compared with the turnover for the
same period last year (30 June 2018:
HK$24,047,000). The Group’s profit for
the Period was HK$5,266,000 (30 June
2018: HK$3,115,000). The Group’s profit
attributable to equity shareholders was
HK$525,000 for the Period (30 June 2018:
loss of HK$1,172,000).

BUSINESS REVIEW

The Company is an investment holding
company. The subsidiaries within
the Group are principally engaged
in property development, investment
and management businesses in
Mainland China and have two property
interests, one in Chongqing (EET)
and the other in Guangzhou (BEJTI).

Guang Yu Square (BHIEY%), a 15-storey
commercial building, is situated at the most
prime commercial area at Chaotianmen
(88KF9), Yuzhong District CRIF[E),
Chongqing (EET). Chaotianmen is one
of the major clothing wholesale points
in Chongqging while Guang Yu Square
is the most popular men’s clothing
and footwear wholesale centre in the
region. In recent years, most wholesale
outlets in Guang Yu Square welcomed
walk-in shoppers and extended their
business hours till early evening. Most
commercial premises in Guang Yu
Square owned by the Group are fully let.
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BUSINESS REVIEW (Cont’d)

The property interest in Guangzhou
(M) is situated at the most prime
commercial area in Yuexiu District (i
75&), Guangzhou. It is comprised of
three contiguous land parcels located
at the east of Jiefang Road South (BRI
%), to the south of Daxin Road (X
#¥), to the north of Yede Road (—f=
#%) and to the west of Xieen Road (&
), Yuexiu District and is wholly owned
by Guangzhou Zheng Da Real Estate
Development Company Limited (&N
EFRFEMEMEAFRAE) (“Guangzhou
Zheng Da”) which in turn Zheng Da Real
Estate Development Co. Ltd. (“HK Zheng
Da”), a private company incorporated
in Hong Kong, has 100% interest.

Guangzhou Zheng Da was set up as
a Sino-foreign joint venture by HK
Zheng Da as the foreign partner and #
FRMERBELLERE (“BEFEBRR"), a
state-owned enterprise, as the Sino partner
in Guangzhou in December 1993. Since
its formation, M7 B has not provided
any capital or management support to
Guangzhou Zheng Da to a material extent.
Pursuant to the terms of the Enforcement
Rules of the Joint Venture Agreement
(BEERE®RAR) (the “Enforcement
Rules”) executed in 1994, #MFEEM
agreed to surrender its entire interest
in Guangzhou Zheng Da except those
benefits specified in the Enforcement Rules
and therefore HK Zheng Da assumed
100% interest in Guangzhou Zheng Da.

KMo (E)
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BUSINESS REVIEW (Cont’d)

The Group acquired a 25% indirect
interest in HK Zheng Da in December
2007 while the remaining 75% interest
to be completed by the Group not later
than 30 June 2020 at an aggregate
consideration of RMB1,361,100,000
(approximately HK$1,551,654,000 as at
30 June 2019). Details of the intended
acquisition, including terms and conditions,
consideration and settlement mechanism,
and their amendments thereafter were
disclosed in the Company’s circular dated
26 November 2007 and the Company’s
subsequent announcements, latest of
which dated 18 June 2019 (primarily
refers to the deferment of the long stop
date for completion of the acquisition
from 30 June 2019 to 30 June 2020).

The development project was initially
planned to be completed within a period of
15 years but its pro§ress was interrupted by
the modifications of municipal planning in
the region by the Yiuxiu District People’s
Government (#% & A RBAT) from time to
time in the past years. Pursuant to the terms
of the relevant joint venture agreement,
the joint venture period of Guangzhou
Zheng Da is from 31 December 1993 to
31 December 2008 and can be further
extended at the request of either foreign or
sino partner upon maturity. In December
2008, both Guangzhou Zheng Da and
its foreign partner, HK Zheng Da, agreed
to extend the joint venture period by 15
years with effect from 1 January 2009 in
accordance with the provisions of the
articles of Guangzhou Zheng Da but #5755
1&, its sino partner, had become dormant a
couFle of years ago and therefore its consent
could not be obtained. Contemporaneously,
it appeared that another enterprise name

BARBERRGEARR A (8
1&”), a privately owned enterprise which
acquired certain assets (but interest in
Guangzhou Zheng Da not included) from
WABI some years ago, claimed that it
had taken up certain interest in Guangzhou
Zheng Da from #FFB{, but that was
not the case. As such, In late December
2008, Guangzhou Zheng Da, served a
writ against #EFL{E at the Guar{;dong
Provincial Guangzhou Municipal Yuexiu
District People’s Court (BRAE BN THFE
ANEJEFRE) (the “Yuexiu Court”) demanding
for the confirmation of disqualification
of BEF{ from the sino partnership
(if any) of the subject joint venture.

KMo (E)
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BUSINESS REVIEW (Cont’d)

The relevant judgment was granted in July
2009 with rulings endorsing the request
made by Guangzhou Zheng Da, #EFLE
then filed an appeal petition (the “Appeal”)
at the Guangdong Provincial Guangzhou
Municipal Intermediate People’s Court (&
REBEMTHBRARZER) (the “Guangzhou
Court”) in August 2009. An hearing was
made in October 2009 and no further
hearings had been made since then. Both
Guangzhou Zheng Da and HK Zheng Da
have not yet received a valid judgement
in writing issued by the Guangzhou
Court in accordance with the relevant
PRC laws and due judicial procedures.
Since then, both Guangzhou Zheng Da
and HK Zheng Da had dialogues with the
relevant court officials from time to time
and are looking forward to receiving a
formal and legally valid verdict, notice
or directive in relation to the Appeal
to be granted by the Guangzhou Court
or its higher court in accordance with
the relevant PRC laws and due judicial
procedures, but no such verdict or
directive in proper manner was received
up to the date of this announcement.
Taking into account the rulings granted
by the Yuexiu Court in July 2009, the
facts and legal grounds substantiated
at the first hearing of the Appeal, and
the opinion given by the PRC legal
counsels and advisors, the Group remains
optimistic in obtaining a favourable
judgement in the Appeal. Details of
the developments of the Appeal were
disclosed in the Company’s annual report
for the year ended 31 December 2018.

Pending for re-developing into a
commercial complex, the development site
was previously comprised of a 2-storey
non-permanent commercial podium and
a car park for loading and offloading
inventory but its operation ceased in
August 2019. With a history of over one
century for footwear wholesale business
in the area surrounding the development
site, the commercial podium was once the
most popular footwear boutique showcase
and wholesale centre in Guangzhou.

KMo (E)
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BUSINESS REVIEW (Cont’d)

Following the closure of the wholesale
business at the site, the non-permanent
commercial podium will be demolished
for re-development. It is planned that the
development site will be developed into
a versatile grade A commercial building
complex with wholesale and exhibition
hall facilities and with an objective to
be the landmark of the Yuexiu District.
It is the present intention of the Group
that the new commercial building
complex, if completed, will be held for
earning rentals and capital appreciation
purposes. The Directors expect that the
re-development will take about four
years and the construction costs will
be primarily financed by new investors
or business partners and borrowings.

Notwithstanding the property interest
in Guangzhou will cease to contribute
material revenue to the Group in the
coming four years, the Directors expect
that the Group’s profit before tax will
not be materially affected because
the subject asset will remain as an
investment property under Hong Kong
Accounting Standard 40 - Investment
Property and be measured at fair value
with changes in fair value recognised
in the Group’s consolidated income
statement every financial year thereafter.

LITIGATIONS

Details of the litigations are disclosed in
note 14 to the unaudited results of the
Company above.
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ALLEGED “LIQUIDATION PETITION”
AGAINST GZ ZHENG DA

GZ Zheng Da’s corporation information in
public database indicates information of
alleged “Liquidation Provisional Filed
(BEEHER)” (“Alleged Liquidation
Provisional Filed”)

Pursuant to the Provisional Rules of Public
Notice of Corporate Information of the
People’s Republic of China (1% AKX
BlhRESARETED) newly enacted
in October 2014, the Public Database of
National Enterprise Credit Information
(Guangdong) (REIEXERESATRS

(E®) ) on GZ Zheng Da downloaded
in March 2015 revealed certain newly
appeared information under the Provisional
Filing Information Column (#ZREEME)
viz “Liquidation Information (B5&158)",
“Liquidation Officer-In-Charge He Wei (/&
HEEAMRE) and “Member of Liquidation
Group Guangdong Guoding Law Firm (&
HAARK B BERBISRERMEBFT)”. With effect
from August 2016, the Public Database
of National Enterprise Credit Information

(Guangdong) (EECEEFEREEATR
Z#H (FE®) ) was restructured as the

National Enterprise Credit Information
Publicity System (ARG®ZEEREISAT
F4%) with a more user friendly reporting
format. Since August 2016, the Guangzhou
Administration for Industry and Commerce
Bureau (EMMTIREITHEER) (the “AIC
Bureau”) ceased to provide public search
service for Business Record Information
(9= EFE2). The report of GZ Zheng
Da downloaded from the new National
Enterprise Credit Information Publicity
System (HRGBEEREEAREL) in
August 2019 contained similar information
as disclosed in former reports including
“Member of Liquidation Group Guangdong
Guoding Law Firm (5K EREREHS
FRMEBATN”. In addition, the new report
revealed that the registration status (BE
1AEE) of GZ Zheng Da was “Enterprise in
Operation (in Business)” (f£%& (F%) &
%) and the authorised representative (/AT E
HKFEA) was “Ho Kam Hung”.
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ALLEGED “LIQUIDATION PETITION”
AGAINST GZ ZHENG DA (Cont’d)

Alleged Liquidation Provisional Filed (Cont’d)

According to the Corporate Registration
Information Memorandum ({REE &R
£1) obtained from the AIC Bureau by GZ
Zheng Da (being exclusive information
to the subject corporation), a third party
namely Guangdong Guoding Law Firm
(BERBISEMEBLF) (“Guoding”) filed
an Application Form for Notification of
Change (Provisional Filing) of Foreign
Investment Enterprise (JMEIRE

(tBR) BlHiEE) (the “Application
Form”), together with a copy of purported
order of the Guangzhou Court (BR% &
MR RARERRESE) (the “Purported
Court Order”) as supporting document,
to the AIC Bureau without the prior
acknowledgment nor consent of GZ Zheng
Da in September 2011.
Form requested for filing of “Provisional

The Application

Filing of Member of the Liquidation Group
(BEEMHEKBEHZ)” and “Provisional Filing
of Liquidation Officer-in-Charge (EH &
EAMBZ)” in the corporate information
database of GZ Zheng Da at the AIC
Bureau. Copy of the Purported Court
Order stated that “the court has appointed
Guoding as the liquidation group to
proceed with the liquidation of GZ Zheng
Da in accordance with the law (E 57 Bl5

AROBEA - FORE EMIERETEH)
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ALLEGED “LIQUIDATION PETITION”
AGAINST GZ ZHENG DA (Cont’d)

Alleged Liquidation Provisional Filed (Cont’d)

GZ Zheng Da confirmed to the Company
that it had never authorised, appointed
or instructed Guoding or He Wei to file
or handle such application, nor granted
consent to such application thereafter. GZ
Zheng Da and HK Zheng Da, being the
equity holder of GZ Zheng Da holding
100% interest therein, also confirmed to
the Company that they had never been
served any statements of instigation
of proceedings, notice of summons or
notice of judgement, orders (including
the Purported Court Order or order of a
similar nature) or written judgement(s)
in relation to liquidation petition or of a
similar nature (the “Purported Liquidation
Petition Case”) from the Guangzhou Court
in accordance with the prevailing PRC
laws and regulations and due judicial
procedures. Both the Company and GZ
Zheng Da further confirmed that they were
unable to find any “public official record”
about the Purported Liquidation Petition
Case (not even the relevant case number)
from the official database or public notice
board of the Guangzhou Court so far.

According to the Purported Court Order,
it appears that the purported liquidation
petition was instituted by #EFE, a
third party neither had any equity or
any other interests in GZ Zheng Da nor
was a creditor of GZ Zheng Da. Hence,
the PRC legal counsel of GZ Zheng Da
considers that BERE was unlikely to
meet the pre-requisite conditions for filing
a liquidation petition against GZ Zheng Da
pursuant to the prevailing company laws
and regulations of the PRC.
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ALLEGED “LIQUIDATION PETITION”
AGAINST GZ ZHENG DA (Cont’d)

Alleged Liquidation Provisional Filed (Cont’d)

Based on the record and facts known to the
Company and GZ Zheng Da and having
taken PRC legal advice, both the Company
and GZ Zheng Da are of the view that
(i) the legal proceedings of the Purported
Liquidation Petition Case (if any) do not
conform to the legal provisions and judicial
procedures in PRC; (ii) the Purported Court
Order (if any) is not effective disposition of
the matter to which it purportedly relates
and thus is invalid and void; and (iii)
the purported authority of the so-called
liquidation group of GZ Zheng Da is
derived from the Purported Court Order
which is invalid and void. Therefore,
Guoding does not have the lawful authority
to proceed with the liquidation of GZ
Zheng Da or file corporate information
about GZ Zheng Da with the AIC Bureau
(or for any other purposes) for and on
behalf of GZ Zheng Da.

HEMNERBHZREIEE2FE1(A)
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ALLEGED “LIQUIDATION PETITION”
AGAINST GZ ZHENG DA (Cont’d)

Alleged Liquidation Provisional Filed (Cont’d)

According to the relevant provisions of
the Rules of Administration of Company
Registration of People’s Republic of
China (FEARKAMBRRELER D)
(the “Company Registration Rules”), the
provisional filing of liquidation information
with the AIC Bureau requires the consent
of the subject company (with company
chop shown on the application form) and
other requisite legal documents, such as
company dissolution documents (2 @lf#
AUZE A ) and compulsory liquidation
order GRHIEERFE), as supporting
documents. No such supporting documents
nor GZ Zheng Da’s company chop were
found on the Application Form submitted
by Guoding. After taking PRC legal
advice, both the Company and GZ Zheng
Da consider that the Application Form
submitted to the AIC Bureau by Guoding
violates the relevant provisions of the
Company Registration Rules to a material
extent and the provisional filing under
concern should be rendered “application
declined (FR=EEE)".

The business of GZ Zheng Da remains as
usual and GZ Zheng Da’s latest tax return
was filed in May 2019. Mr. Ho Kam Hung,
an executive director of the Company,
has been the legal representative of GZ
Zheng Da since 1993. According to the
categorization made by the AIC Bureau,
the status of GZ Zheng Da is regarded as
“Enterprise in Operation (in Business) (fE&

(%) %)

Shareholders of the Company are urged to
read the Company’s announcement dated
25 March 2013 about the lawful authority
of the purported “liquidation group of GZ
Zheng Da” in question.
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ALLEGED “LIQUIDATION PETITION”
AGAINST GZ ZHENG DA (Cont’d)

The Second and Unqualified Person
appearing on the Demolition Permit and
the Demolition Extension Notice

Since 2003, GZ Zheng Da has been
granted the Qualified Person for
(B A)

“Qualified Person”) (which was

Demolition and Relocation
(the
required to demonstrate substantial capital
resources, property development plan on
hand, concrete property demolition and
relocation plan pursuant to the provisions
of Rules of Management of Urban Property
Demolition and Relocation of Guangzhou
Municipality (BMMmHTEEREE
M) (the “Demolition Management
Rules”)) and the Qualified Contractor
for Demolition and Relocation (#f#&
EENL) (the “Qualified Contractor”)
(which was required to demonstrate
substantial hands-on experience in
property demolition and relocation projects
and hiring extensive construction and
engineering professionals pursuant to the
provisions of the Demolition Management
Rules) by the Property Administration
Bureau to the effect that GZ Zheng Da
was empowered to demolish a property
located in Yuexiu District, Guangzhou
within about one year under the license
of a property demolition and relocation
permit (FEIFEFFAIE)
Permit”). Since then, GZ Zheng Da applied
for the extension of the Demolition
Permit once every year and the Property
Administration Bureau customarily

(the “Demolition

renewed the Demolition Permit and the
notice of extension of property demolition
and relocation (FEHFRBLEHASE) (the
“Demolition Extension Notice”) every
subsequent year.
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ALLEGED “LIQUIDATION PETITION”
AGAINST GZ ZHENG DA (Cont’d)

The Second and Unqualified Person
appearing on the Demolition Permit and
the Demolition Extension Notice (Cont’d)

The Demolition Extension Notices issued
since 2014 contained new clauses which
included, inter alia, an entity named “the
liquidation group of GZ Zheng Da (EJN1E
BHEA)” (the so-called “Liquidator”) as
the secondary Qualified Person (% —#fi&
A) and the secondary Qualified Contractor
(BE-FBEMENM) in addition to GZ
Zheng Da which remained as the primary
Qualified Person (£ —#F# A) and primary
Qualified Contractor (£ —FBEBEN).
The Demolition Extension Notices also put
a remark that “pursuant to the Purported
Court Order, the Guangzhou Court
nominated Guoding as the liquidation
group to proceed with the liquidation
of GZ Zheng Da in accordance with the
laws, and the demolition activities should
be executed by the liquidation group”
(collectively the “New Clauses”).

GZ Zheng Da confirmed to the Company
that it had no acknowledge of the New
Clauses until the renewal of the said
extension notices nor concurred with such
New Clauses thereafter and hence raised
objection to the Property Administration
Bureau about the imposition of the New
Clauses. No formal reply has been obtained
from the Property Administration Bureau so
far.
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ALLEGED “LIQUIDATION PETITION”
AGAINST GZ ZHENG DA (Cont’d)

The Second and Unqualified Person
appearing on the Demolition Permit and
the Demolition Extension Notice (Cont’d)

After seeking PRC legal advice, both the
Company and GZ Zheng Da consider
that (i) both the Demolition Permits
and the Demolition Extension Notices
granted to GZ Zheng Da are legally valid
permit and notice respectively despite
their legal defects; (ii) the Yuexiu Court,
the Guangzhou Court and the Property
Administration Bureau all accept GZ
Zheng Da as a separate legal entity; (iii)
GZ Zheng Da remains as the Qualified
Person and the Qualified Contractor
and therefore is eligible to proceed the
demolition and relocation activities
pursuant to the Demolition Permit; (iv)
the purported authority of the so-called
Liquidator is derived from the Purported
Court Order which is invalid and void
(please refer to the section headed Alleged
Liquidation Provisional Filed above for
further details); (v) the capacity of the
so-called Liquidator does not exist until
and when Guoding removes the legal
representative of GZ Zheng Da; (vi) the
so-called Liquidator technically cannot
co-exist with GZ Zheng Da to engage
in the same business activities; (vii) a
liquidator is not empowered to engage in
the businesses other than those specified
under Clause 184 of Companies Law
of People’s Republic of China (F# A
EHFBEARLE), which do not include
demolition and relocation businesses;
(viii) a liquidator does not possess the
pre-requisite qualifications (FFE&EEZ)
and hands-on expertise in demolition
and relocation businesses pursuant to the
provisions of the Demolition Management
Rules; and (ix) the Purported Court Order,
if legally enforceable, fundamentally does
not provide that “the demolition activities
should be executed by the liquidation

group”.
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ALLEGED “LIQUIDATION PETITION”
AGAINST GZ ZHENG DA (Cont’d)

The Second and Unqualified Person
appearing on the Demolition Permit and
the Demolition Extension Notice (Cont’d)

Since 2014, both the Demolition Permit
and the Demolition Extension Notice
renewed every subsequent year, including
the latest one renewed in December 2017,
contained the New Clauses. GZ Zheng Da
continued to proceed the demolition and
relocation activities as usual.

A Purported Notice issued by the so-called
Liquidator

In June 2017, HK Zheng Da and one of
its three directors received a notice (&40
BH) (the “Purported Notice”) issued by the
so-called Liquidator albeit the operation
of GZ Zheng Da remained as usual and
normal when the Purported Notice was
issued.

The Purported Notice, dated 16 June 2017,
was issued by the so-called Liquidator and
the addressees are HK Zheng Da and /5
FL1> (collectively the “Addressees”). #E
FL1> was an independent third party to the
Company and its directors and substantial
shareholders and their respective
associates. HK Zheng Da and one of its
three directors received the Purported
Notice on or about 21 June 2017.
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ALLEGED “LIQUIDATION PETITION”
AGAINST GZ ZHENG DA (Cont’d)

A Purported Notice issued by the so-called
Liquidator (Cont’d)

According to then record downloaded
from the official website of AIC Bureau,
the shareholders of GZ Zheng Da are HK
Zheng Da and #FAE{. Pursuant to the
terms of relevant joint venture agreement
(as revised) executed between HK Zheng
Da and #F B}, HK Zheng Da held 100%
attributable interest in GZ Zheng Da.

To the best knowledge and belief, and
having made all reasonable enquiries, the
Company confirm that #EFLT (i) is not a
registered shareholder of GZ Zheng Da; (ii)
does not have any attributable interest in
GZ Zheng Da; and (iii) is not a creditor of
GZ Zheng Da. #E A1 is not #FE .

The Purported Notice sought to convey,
inter alia, the following messages
(without prejudice on its validity) to the
Addressees: (i) the so-called Liquidator
was constituted under a mandate granted
by the Guangzhou Court pertaining
to a members’ compulsory liquidation
petition (apparently lodged by #5&E#%h
1) (the “Purported Petition”); (ii) the
so-called Liquidator was prepared to make
submission to the Guangzhou Court for
balloting the appointment of appraisal
and auction agents to appraise and tender
the assets of GZ Zheng Da for auction
which include, inter alia, two parcels
of land with an aggregate gross area of
about 16,800 square metres and a 2-storey
non-permanent commercial podium; and
(iii) the Addressees were urged to furnish
any related information or proposal to the
so-called Liquidator within 15 days from
the date of the Purported Notice.
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ALLEGED “LIQUIDATION PETITION”
AGAINST GZ ZHENG DA (Cont’d)

A Purported Notice issued by the so-called
Liquidator (Cont’d)

To the best knowledge and belief and
having made all reasonable enquiries, the
Company confirms both GZ Zheng Da
and HK Zheng Da have never been served
the Purported Liquidation Petition Case
(please refer to the section headed “Alleged
Liquidation Provisional Filed” above for
details) in due legal process in accordance
with the relevant laws and regulations of
the PRC since 21 January 2009, the date of
instituting the Purported Petition.

The Company hence infers that the
purported “authority” of the so-called
Liquidator may have been derived from
what is purportedly an undated court
notice (the “Purported Court Notice”)
downloaded from an unofficial legal
database website. According to the
Purported Court Notice, the Guangzhou
Court purportedly directed a third party
to constitute an alleged liquidation group
for liquidating GZ Zheng Da. However, as
at 30 June 2019 and up to the date of this
report, both GZ Zheng Da and HK Zheng
Da are unable to trace any “public official
record” about the Purported Petition or
the Purported Court Notice (not even
the relevant case number) in the official
public domain of the Guangzhou Court,
a circumstance which apparently is not in
compliance with usual and normal legal
practices. Shareholders of the Company
are urged to refer to the Company’s
announcement dated 25 March 2013 for
further information about the legality of the
Purported Petition and the Purported Court
Notice.
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ALLEGED “LIQUIDATION PETITION”
AGAINST GZ ZHENG DA (Cont’d)

A Purported Notice issued by the so-called
Liquidator (Cont’d)

The Purported Notice is the first notice
or letter that HK Zheng Da (being the
shareholder holding 100% attributable
interest in GZ Zheng Da) so far received
from the so-called Liquidator, some six
years from its alleged constitution in 2011.

Pursuant to the relevant provisions of the
PRC laws and regulations, “the liquidation
group shall finalise the liquidation within
six months from the date of constitution in
the case the liquidation is ordered by the
People’s Court (ARJERR). If the liquidation
is not yet finalised within six months under
particular circumstances, the liquidation
group shall apply for extension of its
mandate at the People’s Court (ARJEFT).”
Hence, if the liquidation group is unable to
finalise the liquidation within six months
and the extension of mandate is not being
granted by the People’s Court (ARERR),
the liquidation group shall be dissolved by
law.

The PRC legal counsel of HK Zheng
Da noted that the so-called Liquidator
was unable to offer any evidence for
the renewal of its mandate (without
prejudice on its validity) in separate court
proceedings at the Guangzhou Court in or
about June 2017.

HEMNERBHZREIEE2FE1(A)

FRBREARENAEENR (&)

s MEREBEA RS BEMNEA
100% 85 B 2 KO BR R ) B3 FF 388 AR = 2
—— B EOER I ES A E B UK - F
PUEERENEIN EEER LS

RBEPBEDERIOERNBRARE  [FHA
RzERMAHBBEER  BEARE AN A
RANEARNBETE - ARSKIEREELER
BAATRBESN BHEARERARER
RBER] - AtEBSEERGEERNEAR
TRORE - XREAREAETERN - &

BORBRER -

FEERNTEERERZEREER - FBEBHE
EARBEERMNTHRER-_Z2—tF < AEE
FBHRMEETREER (REAERER
HBEG#ER) DEHNEAER -



60

Zhong Hua International Holdings Limited Interim Report 2019

ALLEGED “LIQUIDATION PETITION”
AGAINST GZ ZHENG DA (Cont’d)

A Purported Notice issued by the so-called
Liquidator (Cont’d)

The PRC legal counsel of HK Zheng Da
hence advised as follows: (i) the so-called
Liquidator does not possess a valid
mandate to proceed with the liquidation
of GZ Zheng Da nor to issue the Purported
Notice (without prejudice on the legality
of the Purported Court Notice); (ii) even
if there was a renewal of the so-called
Liquidator’s mandate, the Purported
Notice is in itself legally invalid as it
does not mention whether the liquidation
proposal (BH 77 %) has been approved
by shareholders (including HK Zheng Da),
creditors or the People’s Court (ARJE
B7); and (iii) prima facie evidence below
demonstrates that GZ Zheng Da continues
to operate as usual and normal and is a
qualified legal litigant GE1&FF7AE88) at the
People’s Court (AEJAERR), and hence is not
under liquidation.

HEMNERBHZREIEE2FE1(A)
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ALLEGED “LIQUIDATION PETITION”
AGAINST GZ ZHENG DA (Cont’d)

A Purported Notice issued by the so-called
Liquidator (Cont’d)

The Company further elaborates as follows:
(i) pending the demolition of to-be-vacant
properties and re-development of the
existing site into a grade A commercial
complex, GZ Zheng Da operates a
footwear wholesale and distribution outlet
at a 2-storey non-permanent commercial
podium erected at the development site
and its operation remains usual and normal
to-date; (ii) the report downloaded from
the Public Database of National Enterprise
Credit Information (Guangdong) (& E
TEEBEERATRLIER) in August
2019 reveals that its registration status is
“Enterprise in Operation (in Business) (£
“ (%) %) and its authorised legal
person is Ho Kam Hung (being a director
of the Company). The public database on
GZ Zheng Da also concurrently reveals the
following information under the Provisional
Filing Information Column (f8Z{EEHWE)
viz “Liquidation Information (&5 8)":
Member of Liquidation Group Guangdong
Guoding Law Firm (FE#ABEAER
Bl SR E 5 FT) (please refer to section
headed “Alleged Liquidation Provisional
Filed” above for details); (iii) the latest tax
return of GZ Zheng Da for 2019 indicated
that the operation of GZ Zheng Da was
usual and normal throughout the period
ended 30 June 2019; and (iv) the People’s
Courts (AEJEBT) in Guangdong continues
to recognise GZ Zheng Da as the qualified
litigant GE#% 3F 72 & 88) to-date.

HEMNERBHZREIEE2FE1(A)
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FINANCIAL REVIEW
Liquidity and financial resources

The Group generally financed its
businesses with internally generated cash
flows and banking facilities during the
Period. Cash and bank balances of the
Group as at 30 June 2019 amounted to
HK$82,400,000 (31 December 2018:
HK$91,511,000). As at 30 June 2019 and
31 December 2018, there were no pledged
deposits.

As at 30 June 2019, the Group had
outstanding borrowings of approximately
HK$78,742,000 (31 December 2018:
HK$80,714,000) comprising interest-bearing
bank loans amounted to HK$3,666,000
(31 December 2018: HK$7,137,000), lease
liability of HK$2,139,000 (31 December
2018: nil) and a loan from a director
amounted to HK$72,937,000 (31 December
2018: HK$73,577,000). The Group’s
interest-bearing bank loans were repayable
within one year or on demand.

As at 30 June 2019, the secured bank loan
of HK$3,666,000 (31 December 2018:
HK$7,137,000) of the Group bore interest
at floating interest rate, which was entirely
denominated in Renminbi (“RMB”).

The Group’s gearing ratio as at 30 June
2019 was 0.02 (31 December 2018:
0.02), calculated based on the Group’s
interest-bearing bank and other borrowings
and loan from a director of HK$78,742,000
(31 December 2018: HK$80,714,000)
over total assets of HK$4,462,186,000
(31 December 2018: HK$4,495,261,000).
The Group’s gearing was maintained at a
relatively low level during the Period.

B % =1 B
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FINANCIAL REVIEW (Cont’d) 51 7% [ B8 (&)
Currency structure EWERE
The Company’s consolidated financial @BEMBLEWBLRNHEREUARE
statements are presented in Hong Kong 2%  BAQAGBNEETEHRENAELE
dollars notwithstanding the financial 7] 2ZS52EMBERATAARELENK

statements of all its operating subsidiaries
are presented in RMB. Exchange exposure
may arise when the revenue, expenses,
non-monetary items, assets and liabilities
of these operating subsidiaries booked in
Renminbi are converted into Hong Kong
dollars on consolidations at the Company’s
group account level. Given the exchange
rates between RMB and Hong Kong dollars
were relatively stable during the year, the
Group had limited exposure to foreign
exchange fluctuations throughout the
period.

Pledge of assets

The Group had utilized bank loan facilities
amounting to approximately HK$3,666,000
(31 December 2018: HK$7,137,000) as at
30 June 2019. Certain investment properties
and trade receivables of the Group were
pledged to secure banking facilities utilised
by the Group and an independent third
party. In addition, the Company and one
of its substantial shareholders also granted
guarantees to these banking facilities.

Contingent liabilities

As at 30 June 2019, guarantees given for
mortgage loans granted by banks to certain
purchasers of the Group’s properties
amounted to HK$139,000 (31 December
2018: HK$139,000).
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FINANCIAL REVIEW (Cont’d)
Material acquisition

On 26 October 2007, it was announced
that the Group entered into a conditional
sale and purchase agreement on 9 October
2007 (as amended on 26 October 2007)
(the “Agreement”) with the private
companies wholly owned by Messrs.
Ho Pak Hung, Ho Tsam Hung and Ho
Kam Hung (collectively the “Vendors”),
pursuant to which, amongst other things,
the Vendors agreed to sell and an
indirectly wholly-owned subsidiary of
the Company (the “Purchaser”) agreed to
acquire 100% equity interest in Zheng
Da Real Estate Development Company
Limited (“Zheng Da”) at a consideration
of RMB1,814,800,000 (the “Acquisition”).
The principal asset held by Zheng Da is the
indirect entire interest in a property interest
situated in Guangzhou. Details of the
Acquisition had been set out in a circular
of the Company dated 26 November 2007
(the “Circular”).

Pursuant to the terms and conditions of
the Agreement, the Purchaser may at its
sole discretion elect to defer completion
of one or more tranches (except the
First Tranche) to a date later than the
expected completion date of the relevant
tranche but in any event not later than
31 March 2009. If the Purchaser does not
complete any of the tranches on or before
the relevant expected completion date,
the Purchaser is obliged to pay to the
Vendors a deferred interest payment (the
“Deferred Interest”) calculated at the rate
of 4% p.a. on the consideration for such
tranche for the period commencing from
the relevant original expected completion
date and ending on and excluding the
day when the relevant consideration is
settled by the Purchaser or 31 March 2009,
whichever the earlier. In the event that the
entire Agreement does not complete by
31 March 2009 (the “Long Stop Date”), the
Agreement shall lapse (save for any part
of completed tranches) and the Purchaser
shall have no liabilities save for the
Deferred Interest obligations.

B 5 B B8 (48)
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FINANCIAL REVIEW (Cont’d) B # B 8 (4F)
Material acquisition (Cont’d) ERWE (&)
Completion of the First Tranche took place HE—H2E&R - ZEZ+F+-A++H
on 17 December 2007. As at 31 March =K -HR_ZTZAF=A=+—"H F_F
2009, the Second Tranche, the Third % - FE=H5EFEEEDHARTHK - Bt
Tranche and the Fourth Tranche had not EBAFEREAYXNE D LE=ID 2IE

been completed. As such, the Purchaser
was obliged to pay to Vendors the Deferred
Interest of the Second Tranche and the
Third Tranche, which was RMB22,927,000
(approximately HK$25,837,000) in total.
No Deferred Interest was required to be
paid by the Purchaser in respect of the
Fourth Tranche as the original expected
completion date for the Fourth Tranche
was on 31 March 2009. The Purchaser and
the Vendors then executed supplementary
agreements and extension agreement to the
effect that the Long Stop Date was deferred
to 30 June 2019.

In June 2019, the Purchaser and the
Vendors, entered into the Third Extension
Agreement on 26 May 2017 to further
extend the Long Stop Date to 30 June
2020 in order to give additional time for
the parties to the Agreement to explore
any opportunity to arrive at any revised
terms for settlement of the consideration
for, and completion timetable in relation
to the uncompleted tranches, under the
Agreement. For the avoidance of doubt,
despite the extension of the Long Stop
Date, no additional Deferred Interest shall
be chargeable for the period from 1 April

2009 to 30 June 2020, both days inclusive.
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EMPLOYEES AND REMUNERATION
POLICY

The total staff cost for the Period was
HK$4,400,000. The Group employed
about 30 full time staff in Hong Kong,
Chongqing and Guangzhou as at 30
June 2019. Employees are remunerated
according to the nature of their job
and market trend, with built-in merit
components incorporated in the annual
increment to reward and motivate
individual performance. In Chonggqing
and Guangzhou, the Group provided staff
welfare and bonuses to its employees in
accordance with the prevailing labour law.
In Hong Kong, other staff benefits included
medical schemes, Mandatory Provident
Fund Scheme and employee share option
scheme.

OUTLOOK

It is expected that the Sino-US trade talks
will not draw to a fruitful consensus in
the foreseeable future, and hence both the
export and domestic economic growth in
Mainland China are expected to remain
stringent in latter half year. The market
therefore perceives that the Chinese Central
Government will further ease the money
liquidity and launch new measures to
boost up both the domestic consumption
and investment sentiment. The Directors
cautiously foresee that the benchmark
interest rates in Mainland China will be
further reduced marginally as well as
Renminbi will remain soft in latter half year
and this may help to reduce the Group’s
borrowing costs.
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OUTLOOK (Cont’d)

The “Outline Development Plan for the
Guangdong-Hong Kong-Macao Greater Bay
Area” promulgated by the State Council
of China in mid-February 2019 maps out
the current and future co-operation and
development of the Greater Bay Area
for the period from now to 2022 in the
immediate term and extending to 2035 in
It is anticipated that both
Guangzhou and Hong Kong will benefit

the long term.

and become world-class city cluster in
coming years. The recent social unrest in
Hong Kong will not impair the Directors’
confidence in Hong Kong’s future because
it is generally believed that the uphold of
the “One Country Two System” (Ef#—
Bl ) is the best and only cornerstone
(HERME—EA) for safeguarding all
stakeholders’ interest in Hong Kong. The
Directors love China and Hong Kong (&
B &%) and support the Government to
administer Hong Kong in accordance with

the Basic Law (X BB EBFERAHGE).

China will celebrate its 70th national day
this year and the Directors bless China
having a prosper and harmonious future
(BEERE - BRR In order to support
the Pan—GuangZhou Re-Development
and Upgrade Programme of Aged
Communities (BM ™ EHRIGERA T12)
promulgated by the Guangzhou Municipal
Government, the Group accelerates the
re-development schedule of the Guangzhou
project this summer and expect that the
re-development layout plan (GREREIH
%) will be granted by the Yiuxiu Regional
Government next year. Meantime, the
Directors will keep on an optimistic
approach in diversifying the Group’s
businesses to tap the opportunities and
challenges in the Greater Bay Area and the
Belt and Road Initiative.
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OUTLOOK (Cont’d)

With strong assets backing and extremely
low gearing ratio for the Group’s
financial position, the Group may
take these advantages to explore new
business opportunities in 2019 and 2020.
The Directors will also strengthen its
management expertise and redeploy the
Group’s resources for meeting these new
challenges.

Looking ahead, the Directors are optimistic
and confident about the economic
prosperity in China (including Hong Kong)
as well as the Group’s future prospects in
the long run.

DIRECTORS’/CHIEF EXECUTIVFE'S
INTERESTS IN THE SHARES OF THE
COMPANY AND ITS ASSOCIATED
CORPORATIONS

As at 30 June 2019, the interests and
short positions of the Directors and
chief executives of the Company in the
shares, underlying shares or debentures
of the Company or any of its associated
corporations (within the meaning of Part
XV of the Securities and Futures Ordinance
(“SFO”)) which were required to be notified
to the Company and The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”)
pursuant to Divisions 7 and 8 of Part XV
of the SFO (including interests and short
positions which they were taken or deemed
to have under such provisions of the SFO),
the Model Code for Securities Transactions
by Directors and which were required to be
entered into the register pursuant to Section
352 of the SFO, were as follows:
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DIRECTORS’/CHIEF EXECUTIVFE'S
INTERESTS IN THE SHARES OF THE
COMPANY AND ITS ASSOCIATED
CORPORATIONS (Cont’d)

Long position in shares of the Company

EE TETHRAEBREARREAH
EEZ R Pz S ()

REQXRARBZHFR

Percentage of

the issued
Capacity and Number of share capital
Name of Director nature of interest shares held HE BT
B SO RERMLE FERBEE L ENER
Ho Kam Hung Through controlled 110,600,000 18.26%
(B corporation (Note 1) (Biit1)
BRIEEERE
Note: Wit -

1.

Ho Kam Hung is deemed (by virtue of the
SFO) to be interested in these shares in the
following capacities:

(i) 10,800,000 shares are held by
Morcambe Corporation, a company
beneficially owned by him.

(ii) 87,120,000 shares are held by EC Fair
Limited, which he has 33"/ % interest.

(iii) 12,680,000 shares are held by High
Rank Enterprises Limited, which he has
approximately 31.6% interest.

1.

RIEEZ LB GG AEERR AU TS
DRZER D P ERER

(i) Morcambe Corporation (— ] F8 % & 7= #E
B 2R 7A))FH 210,800,000 f 15

(i) ZEEERAAF (KAH33/ % ER) HE
287,120,000 & {5 ©

(iii) High Rank Enterprises Limited ({& 5% )
31.6%1#25) 5 6.212,680,000% B 17
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SHARES IN ASSOCIATED

A0 TR A B R 42

CORPORATIONS OF THE COMPANY

At 30 June 2019, the following Director
of the Company had interests in the

RZZE—NAFRA=Z+H  TIERRRES
PER 2 AR RE TIE AR SR EREET

non-voting deferred shares in certain of the PRZEZRIOT :
Company’s subsidiaries:
Long position in shares of the associated REBZERGZHR
corporations
Percentage
of the
associated
Name of Relationship  Shares/ Numbers of  Capacity corporation’s
Name of associated with the equity shares/equity  and nature issued share
director corporation  Company derivatives derivatives  of interest capital
Kt/ fERR L
K/ B&fiE  BAR BERTRA
ESpR BREEEE HALAEER RAEIR IAgR  #ufE BAl
Long  Short
position position
¥E %R
Ho Kam Hung ~ Smart Hero Company’s Non-voting 91 - Directly 30.13
(Holdings) subsidiary deferred beneficially
Limited shares owned
& BHEK RRAEZ ERTE 91 - EREREAR 30.13
BRAR WEAR BT A
China Realty ~ Company’s Non-voting 91 - Directly 30.13
Investment subsidiary deferred beneficially
Limited shares owned
REERUE ARFEZ BRRHE 91 - HEEHHA 30.13
REBRRNE MBRAA EER
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SHARES IN ASSOCIATED
CORPORATIONS OF THE COMPANY
(Cont’d)

Long position in shares of the associated
corporations (Cont’d)

All the above mentioned non-voting
deferred shares carry no rights to dividends,
to receive notice of or to attend or vote
at any general meeting of the relevant
company, or to participate in any
distribution on winding-up.

Save as disclosed above, as at 30 June
2019, to the knowledge of the Company,
none of the directors or chief executive of
the Company had or was deemed to have
any interest or short position in the shares,
underlying shares and debentures of the
Company or any associated corporations
(within the meaning of Part XV of the SFO)
as recorded in the register to be kept under
section 352 of the SFO or as otherwise
notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO and the Model Code.
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DIRECTORS’ RIGHTS TO ACQUIRE
SHARES

Apart from as disclosed under the heading
“Directors’/chief executive’s interests in the
shares of the Company and its associated
corporations” above, at no time during the
Period were rights to acquire benefits by
means of the acquisition of shares in or
debentures of the Company or any other
body corporate granted to any director or
their respective spouse or children under
18 years of age, or were any such rights
exercised by them; or was the Company
or any of its subsidiaries a party to any
arrangement to enable the directors or their
respective spouse or children under 18
years of age to acquire such rights in any
other body corporate.

SHARE OPTION SCHEME

The Company’s share option scheme which
was adopted on 11 June 2002 was expired
on 10 June 2012 and a new share option
scheme was adopted at the special general
meeting held on 19 December 2012 (the
“Scheme”).

The purposes of the Scheme are to: (a)
provide a way of recognition of the
contributions or services or expected
contributions or services of employees,
executive and non-executive directors and
others; (b) strengthen the relationships
between the Group and its employees and
directors and others; (c) attract and retain
high quality employees and executives and
providers of goods and services; and (d)
motivate eligible participants to assist in
development and expansion of the Group.

The detailed terms of the Scheme were
disclosed in the Company’s 2018 annual
report. No share options were issued during
the Period.
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SUBSTANTIAL SHAREHOLDERS

As at 30 June 2019, as far as is known to
the Directors or the chief executive of the
Company, the following persons (other
than Directors or chief executive of the
Company) had interests or short positions
in the shares and underlying share as
recorded in the register required to be kept
under section 336 of the SFO:

FTERR

T—NFAA=ZTH  BAQFREMRE
$j€$ TTHRABAA LT AL (KRAHF
ZERHRTETHRAERIN BAEERLNIE
BEFRAEKRAEIBMRIATFEZE
Az B in RIBR ARG 2 R g% B
™

Long position in shares of the Company REDBRBZEFR
Percentage
of the issued
Capacity and Number of share capital
Name nature of interest Shares held HERT
#% SORBHEEE FERO#E BAED
Ye Jia Li (Note 1) Spouse 110,600,000 18.26
Exe i) [
Ho Tsam Hung (Note 2) Through controlled corporation 105,600,000 17.44
fal ik (Ai22) ERREEERA
Ho Pak Hung (Note 3) Through controlled corporation 99,800,000 16.48
fal{aE (45 3) BRIREERE
Liang Gui Fen (Note 4) Spouse 99,800,000 16.48
REF Wi 4) [
EC Fair Limited Directly beneficially owned 87,120,000 14.39
SHERRRA EREREAR
Strong Hero Holdings Limited Directly beneficially owned 100,000,000 16.51
(Note 5) (f#t5) BERERER
Xie Xiaoxiang (Note 5) Through controlled corporation 100,000,000 16.51
(Hi7 5) ERREEERA
Hero Crand Investments Limited Directly beneficially owned 30,800,000 5.09
(Note 6) (H/+F 6) ERRRAR
Leung Po Wa (Note 6) Through controlled corporation 30,800,000 5.09

(st 6)

ERRREERA
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SUBSTANTIAL SHAREHOLDERS
(Cont’d)

Long position in shares of the Company
(Cont’d)

Notes:

1. As Ye Jia Li is deemed (by virtue of the
SFO) to be interested in these shares in the
capacity as the spouse of Ho Kam Hung, a

Director.

2. Ho Tsam Hung is deemed (by virtue of the
SFO) to be interested in these shares in the
following capacities:

(i) 5,800,000 shares are held by Morgan
Estate Assets Limited, which
beneficially owned by him.

(ii) 87,120,000 shares are held by EC Fair
Limited, a company which he has 33'/,%
interest.

(iii) 12,680,000 shares are held by High
Rank Enterprises Limited, which he has
approximately 31.6% interest.

3. Ho Pak Hung is deemed (by virtue of the
SFO) to be interested in these shares in the
following capacities:

(i) 87,120,000 shares are held by EC Fair
Limited, which he has 33'/,% interest.

(i) 12,680,000 shares are held by High
Rank Enterprises Limited, which he has
approximately 31.6% interest.

4. Liang Gui Fen is deemed (by virtue of the

SFO) to be interested in these shares in the

capacity as the spouse of Ho Pak Hung.

5. Strong Hero Holdings Limited
wholly-owned by Xie Xiaoxiang.

6. Hero Grand Investments Limited
wholly-owned by Leung Po Wa.

TERR(H)

RAEDBRD 2T = (&)

Biat -

RIEEFERLPEGRD - EREERERER
ZET BEARZERN T HEERES -
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(i) Morgan Estate Assets Limited (—[& %
EmER 2R FE 25,800,000 i%
0 e

(i) PHEERAT (—HHEEFIZY, %E
= ZAR)) B 287,120,0008 15 °

(iii

High Rank Enterprises Limited (1% 578 %7
31.6%HE %) ¥4 212,680,000 i {7 °

RIEE % RSN - BRI AU T 5 S
31 2% I 15 o 5 M

() PHREERIF (KRHAEAF3Z, BiER)FE
2.87,120,0000% i {5
(i) High Rank Enterprises Limited (1 # & 4

31.6%H %) #8 212,680,0000% i% 15 -

RIBEZ LB RG] RES W[ B
ZETZHNREEROTEA R -

Strong Hero Holdings LimiteddXie
Xiaoxiang® ¥ A °

Hero Grand Investments LimitedfiLeung Po
WaZ2 B#A °
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SUBSTANTIAL SHAREHOLDERS
(Cont’d)

Save as disclosed above, as at 30 June
2019, no person, other than the directors
of the Company, whose interests are set
out in the section “Directors’ interests and
short positions in shares and underlying
shares” above, had registered an interest or
short position in the shares or underlying
shares of the Company that was required to
be recorded pursuant to Section 336 of the
SFO.

CODE ON CORPORATE
GOVERNANCE PRACTICE

In the opinion of the Directors, the
Company complied with the Code on
Corporate Governance Practice (the
“Code”) as set out in Appendix 14 of the
Listing Rules from time to time throughout
the Period, except for the following
deviation:

Code Provision A.4.2

The second part of Code A.4.2 stipulates
that every director, including those
appointed for a specific term, should be
subject to retirement by rotation at least
once every three years.

The Managing Director of the Company,
though without a specific term, had
retired and voluntarily offered himself for
re-election at general meetings in the past
years. The Directors consider that this
practice, though is voluntary by nature,
is in line with the spirit of the Code’s
practice.

TERR(H)
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MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company had adopted the Model Code
set out in Appendix 10 to the Listing Rules
as its code of conduct regarding securities
transactions by its directors. Having made
specific enquiry of the Directors, the
Company confirmed that the Directors had
complied with required standard set out in
the Model Code throughout the accounting
period covered by the Company’s interim
report.

PURCHASE, SALE OR REDEMPTION
OF THE COMPANY’S LISTED
SECURITIES

During the Period, neither the Company
nor any of its subsidiaries purchased, sold
or redeemed any listed securities of the
Company.

REVIEW BY AUDIT COMMITTEE

The Interim Results had been reviewed by
the Audit Committee of the Company.

By order of the Board
Ho Kam Hung
Executive Director

Hong Kong, 22 August 2019
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