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Zhong Hua International Holdings Limited

WA B R A BA

UNAUDITED INTERIM RESULTS

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 2015 (the “Interim Results”), together
with the comparative figures for the
corresponding period in 2014, as follows:

REERPHER

hEREBZERAERA T((ZK@ETJ)%%@
(TExg)EUsEMh ArARERBER

(BB AR BE_F—
IEREAREEZGEEE ([FHEA]
BE-_T-HFRHILBRET AT

AFENRA= ‘f’El

CONDENSED CONSOLIDATED BHSRERER
INCOME STATEMENT
For the six months ended 30 June
BERA=THLEAREA
2015 2014
ZE-E1F —E-mE
(Unaudited) (Unaudited)
(REEH) (REBEZ)
Notes HK$' 000 HKS' 000
F:3 TAR TAL
Revenue A 2 18,848 19,152
Other income =t ON 289 170
Administrative expenses ABEX (11,563) (11,950)
Finance costs B ER 3 (4,504) (5,000)
PROFIT BEFORE TAX BARR 4 3,070 2372
Income tax expense FIEHRHEX 5 (2,434) (1,967)
PROFIT FOR THE PERIOD HERT 636 405
ATTRIBUTABLE TO: BER
Ordinary equity holders of the Company AR REBRERFEA (2,353) (2,572)
Non-controlling interests FRRER 2,989 2,977
636 405
LOSS PER SHARE ATTRIBUTABLE FRREERERFERAA (Restated)
TO ORDINARY EQUITY HOLDERS EEERER (mE3])
OF THE COMPANY 7
~ Basic —EK HK(0.39) centsi&fll | HK(0.42) cents B Ll
- Diluted -] HK(0.39) centsi&fll | HK(0.42) cents B Il
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Zhong Hua International Holdings Limited

WA B R A BA

CONDENSED CONSOLIDATED HHAEE2ERER
STATEMENT OF COMPREHENSIVE
INCOME

For the six months ended 30 June

BERA=TRALAMEA

2015 2014
“E-1f ZT-PE
(Unaudited) (Unaudited)
(REER) (REEER)
HK$'000 HK$' 000
TEn TR
Profit for the period HEERN 636 405
Other comprehensive expense Aft2EEX
Other comprehensive expense to RERBHEFNIFZ
be reclassified to income statement in Yakl EM2EHT -
subsequent periods:
Exchange differences on translation of BEFHNEREHITN
foreign operations EREE (111) (64,111)
TOTAL COMPREHENSIVE INCOME/(EXPENSE) M2 E#4ME/ (Bx%)
FOR THE PERIOD 525 (63,706)
Total comprehensive income/(expense) PRGNS/ (R BER
attributable to:
Ordinary equity holders of the Company ARAERREEREA (2,490) (22,452)
Non-controlling interests FERER 3,015 (41,254
525 (63,706)
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Zhong Hua International Holdings Limited

WA B R A BA

CONDENSED CONSOLIDATED B RRE B BRR K
STATEMENT OF FINANCIAL
POSITION
30 June 31 December
2015 2014
—E-1F —E-NF
AB=tH tZA=t—-H
(Unaudited) (Audited)
(REER) (BEZ)
Notes HK$’ 000 HK$" 000
Mt TERT TET
NON-CURRENT ASSETS FRBEE
Property, plant and equipment nE  BEREZE 6,185 6,445
Investment properties REME 3,986,250 3,986,250
Investments in joint ventures REEREZRE - -
Total non-current assets FRBEELE 3,992,435 3,992,695
CURRENT ASSETS RBEE
Properties held for sales REGENE 38,869 38,869
Trade receivables B AR 8 17,676 13,680
Prepayments, deposits ERFE Be R
and other receivables H e U IR 14,196 14,406
Cash and bank balances BeRBTER 40,955 44,412
Total current assets M EERE 111,696 111,367
CURRENT LIABILITIES RBEE
Trade payables 2 HRNHE 9 (2,174) (2,174)
Tax payable JERTHIE (41,417) (40,483)
Other payables and H A e AR
accruals EitEE (50,244) (50,601)
Interest-bearing bank and FERTERK
other borrowings Hipfh & 9,192) (8,934)
Total current liabilities mEAELE (103,027) (102,192)
NET CURRENT ASSETS RBEERE 8,669 9,175
TOTAL ASSETS LESS BREERRBAR
CURRENT LIABILITIES 4,001,104 4,001,870
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Zhong Hua International Holdings Limited

WA B R A BA

CONDENSED CONSOLIDATED
STATEMENT OF FINANCIAL

POSITION (Cont’d)

E RS B BMRRE ()

30 June 31 December
2015 2014
—E-5% —T-mE
RB=tH tZA=1t—8H
(Unaudited) (Audited)
(REER) (BER)
HK$’ 000 HK$’ 000
TET FTET
NON-CURRENT LIABILITIES FREBEE
Loan from a director EZEA (79,975) (79,975)
Due to a director ERNEEHIE (169,529) (166,163)
Long term other payables Hit R BN A (131,710) (131,710)
Interest-bearing bank and FEBTERK
other borrowings HEmEE (28,789) (33,446)
Deferred tax liabilities ERFEEE (839,148) (839,148)
Total non-current liabilities ERBEELEE (1,249,151) (1,250,442)
Net assets FEE 2,751,953 2,751,428
EQUITY i
Equity attributable to equity KRFEREREA
holders of the Company FElE R
Issued capital BEITRA 15,140 15,140
Reserves s 818,112 820,602
833,252 835,742
Non-controlling interests kR 1,918,701 1,915,686
Total equity BRER 2,751,953 2,751,428
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Zhong Hua International Holdings Limited

WA B R A BA

CONDENSED CONSOLIDATED

STATEMENT OF CASH FLOWS

HREERERERR

For the six months ended 30 June

BEAAZTHLEAEA

2015 2014
“Z-EF “E-mE
(Unaudited) (Unaudited)
(REBER) (REER)
HK$’ 000 HK$'000
TER THT
CASH FLOWS FROM OPERATING BEEBRERE
ACTIVITIES
Profit before tax BRI 3,070 2,372
Adjustments for: HEER
Finance costs B &R 4,504 5,000
Interest income FLEWA (52) (80)
Depreciation & 259 272
7,781 7,564
Decrease/(increase) in trade receivables & 5 REWFIER L /(3 1n) (3,996) 888
Decrease in prepayments, BERE - R REMER
deposits and other receivables HIER D 210 480
Decrease in trade payables 2 5 & BB R - (1,591)
Decrease in other payables Hip R IEREHBE
and accruals i (357) (5,437)
Exchange differences on translation of ~ BREFHEHKERZRE
foreign operations (175) 7,434
Cash generated from operations BexBmEcRe 3,463 9,338
Interest received EFIE 52 80
Interest paid BRFIE (1,398) (1,839)
Interest element on finance lease rental ~ BB E [ F 2 7 B &%
payments 4) 9)
Overseas taxes paid BREINRT (1,435) -
Net cash flows from operating activities &8 &EEFTE 2 H & F 5 678 7,570
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“E-AFRERE




Zhong Hua International Holdings Limited

WA B R A BA

CONDENSED CONSOLIDATED EHSEARERERKR (F)
STATEMENT OF CASH FLOWS (Cont’d)

For the six months ended 30 June

BEAAZTHLEAEA

2015 2014
“Z-EF —E-NF
(Unaudited) (Unaudited)
(REBER) (REER)
HK$’ 000 HK$'000
TAR TET
CASH FLOWS FROM FINANCING METH2RERE
ACTIVITIES
Repayments of bank loans EBERETER (4,302) (4,828)
Capital element of finance lease rental REHENRZER
payments B4 97) (92)
Increase in an amount due to a director ~ JE[TE ZZIEE AN 264 2,929
Decrease in long term other payables RYAMENTIERD - (492)
Net cash flows used in financing activities B&EETA 2 RS FE (4,135) (2,483)
NET INCREASE/(DECREASE) IN CASH ~ B&RBREZEER
AND CASH EQUIVALENTS ®h,/ (Bd) 28 (3,457) 5,087
Cash and cash equivalents at beginning R & kEEEE
of year ER 44,412 42,033
CASH AND CASH EQUIVALENTS FRZBELRELEE
AT END OF YEAR EH 40,955 47,120
ANALYSIS OF BALANCES OF CASH ReRBRESHEEELR
AND CASH EQUIVALENTS kil
Cash and bank balances as stated in the  EBGA BB R KTl 2
condensed consolidated statement of BeRBIER
financial position 40,955 47,120

Interim Report 2015 9
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Zhong Hua International Holdings Limited

WA B R A BA

. BASIS OF PREPARATION AND
SIGNIFICANT ACCOUNTING
POLICIES

The condensed consolidated interim
financial statements are prepared
in accordance with Hong Kong
Accounting Standard (“HKAS”) 34
“Interim Financial Reporting”. The
accounting policies and basis of
preparation adopted in the preparation
of the interim financial statements are
the same as those used in the annual
financial statements for the year ended
31 December 2014, except in relation
to the following new and revised Hong
Kong Financial Reporting Standards
(“HKFRSs”) which also include HKASs
and Interpretations, that affect the
Group and are mandatory for the
accounting period beginning on or after
1 January 2015:

Amendment to HKAS 19 Defined Benefit Plans:
Employee Contributions
Annual Improvements Amendments to a number of
2010-2012 Cycle HKFRSs
Annual Improvements Amendments to a number of
2011-2013 Cycle HKFRSs

The adoption of these new and revised
HKFRSs had no material effect on
how the results and financial position
for the current or prior accounting
periods have been prepared and
presented. Accordingly, no prior period
adjustment has been required.

10 Interim Report 2015
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Zhong Hua International Holdings Limited

WA B R A BA

2. OPERATING SEGMENT

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 2014.

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

2.

RESEEHR

MEEME  ARBIZAERZREE
DEBEM - MEANRSEEDRWT

(@) MERESE  sSMEMREELK
AENRAPEARLMBEKRE (T4
BAEDMEZRE &

by EKREAMmDE - MEERAREH
EER -

BRENB G BREAEEHE_F
—MFET A=t B IEFEZHBER
RPTME B -

EAREEIO%IA L2 AR B o B AR
ZEF HMITEHRRSEER -
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Zhong Hua International Holdings Limited

WA B R A BA

2. OPERATING SEGMENT 2. RESWER (M)
INFORMATION (Cont’d)
The following table presents revenue TRANGEEREENHE 2 BBK
and results information for the Group’s ANREEZER

operating segments:

For the six months ended 30 June BEA~NA=1+HLEAEA
Property investment Corporate and others Total
NERE PENEL &t
2015 2014 2015 2014 2015 2014

“%-1f ZT-mf Z%-31% -FT-QF -B-1F C—E-IF
(Unaudited)  (Unaudited)  (Unaudited)  (Unaudited) (Unaudited)  (Unaudited)
(REEHR) (REER) (REER) (REER) (REBR) (REER)
HK$' 000 HK$' 000 HK$' 000 HK$' 000 HK$' 000 HK$'000
Tix Tin Tin AL Tin TAn

Segment revenue: AEUA:
Sales to external HETIREP

customers 18,848 19,152 - - 18,848 19,152
Segment resuls SELE B | 1m | s | 650 | 785 | 70
Other income EfsA 289 170
Finance costs SKER (4,504) (5,000)
Profit before tax AR 3,070 2372
Income tax expense HERER (2,434) (1.967)
Profit for the period HEER 636 405
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Zhong Hua International Holdings Limited

WA B R A BA

2. OPERATING SEGMENT

INFORMATION (Cont’d)
Information about major customers

For the six months ended 30 June 2015
(the “Period”), aggregate revenue from
four customers (2014: four) with each
of whom transactions had exceeded
10% of the Group’s total revenue
amounted to HK$18,848,000 (2014:
HK$19,152,000).

3. FINANCE COSTS

2. RESEER (H)

FHEXEREEFZEN

HE-_Z—aRF~A=+HIL~MEA
(B D) - REWEEBREF (ZE—H4F
W) 2B A 518,848,000 L (==
—PU% :19,152,000/87T) » MEEEF
ETZRGeBEHDBEaEAEERRKA
2100/0 ©

3. IKER

For the six months ended 30 June

HEAA=THLEREA

2015 2014
—E-1F ZE-NF
(Unaudited) (Unaudited)
(REER) (ReER)
HK$’ 000 HK$’ 000
TER FHEL

Interest on: ME:
Bank loans BITER 1,398 1,839
Finance lease BMEHE 4 9
Loan from a director BEEER 3,102 3,152
4,504 5,000

Interim Report 2015 13
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Zhong Hua International Holdings Limited

WA B R A BA

4. PROFIT BEFORE TAX

The Group’s profit before tax is arrived
at after charging/(crediting):

4. BiATEF

AEB 2 BANE R TDEMG(GTA)

For the six months ended 30 June

HEAB=THLAMEAR

2015 2014
“EZ-If “E-mE
(Unaudited) (Unaudited)
(REER) (RER)
HK$' 000 HK$" 000
TR TERT
Depreciation e 259 272
Interest income FIEHA (52) (80)
Net rental income BEBWAFE (18,848) (19,152)
5. INCOME TAX EXPENSE 5. FMEHRBEX

For the six months ended 30 June

BZERB=THLERER
2015 2014
—B-1% it g3
(Unaudited) (Unaudited)
(REER) (REER)
HK$' 000 HK$’ 000
TER THT

Provision for the period: HREE

Elsewhere Hipip R 2,434 1,967

No provision for Hong Kong profits tax
had been made as the Group did not
generate any taxable profits in Hong
Kong during the Period (2014: Nil).
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Zhong Hua International Holdings Limited
OB R R A B A W

5.

INCOME TAX EXPENSE (Cont’d)

Taxes on profits assessable elsewhere
have been calculated at the rates of tax
prevailing in the countries in which
the Group operates, based on existing
legislation, interpretations and practices
in respect thereof. The subsidiaries
established in Mainland China are
subject to income taxes at the rate of
25% (2014: 25%).

INTERIM DIVIDEND

The Directors do not recommend the
payment of an interim dividend for the
Period (2014: Nil).

LOSS PER SHARE ATTRIBUTABLE
TO ORDINARY EQUITY HOLDERS
OF THE COMPANY

The calculation of basic loss per
share for the Period is based on
the loss attributable to ordinary
equity holders of the Company of
HK$2,353,000 (2014: HK$2,572,000)
and the weighted average number
of 605,616,520 (2014: 605,616,520
(restated)) ordinary shares in issue
during the Period.

The weighted average number of
ordinary shares for the purposes of
basic and diluted loss per share for the
six month ended 30 June 2015 and
2014 have been adjusted to reflect the
impact of the share subdivision effected
during the six month ended 30 June
2015.

During the six months ended 30 June
2015 and 2014, the Group had no
potentially dilutive ordinary shares in
issue.

5.

NEBRX (&)

H i@ FER B A BRBEAREBE L
EEBMERRZBEEY - 2ERIE
Bl BZEBRZETRERAE - R
BN 75 avad ) NEIPER - SIR R e
25% (—F D04 25%) BF o

PR B

E=xg TR RNBEAZHHERE (=
T &) -

AARAEBRESFEARGER
B

HEgREABEEDRERAAREBE
A AEREE2,353,0008 T (=
T —PU4F : 2,572,000/ 0) K HAME %
17 A% 2 N HE F 19 £605,616,5200%
—E P4 1 605,616,5200% (FEF))

| s
==
B o

AUEEZ - —RAF R _F—UF
NAZTTHALEARNEANEREAR RS
BEBZEBARNETSE  BIELHA
B YURMRBEE - Z—AEA=T
BIENEAETROFANTE -

RBE_Z-—RAFA_Z-HOFXA
ZTHIERER  AEELECETE
EHEERR -
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Zhong Hua International Holdings Limited

WA B R A BA

8. TRADE RECEIVABLES

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

8. ESEWFE

RNEBMZ B ZRUKERRE B8
ZEREBEOWMT ¢

Within 6 months 6 AR
6 to 12 months 6E121EA

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

The age of the Group’s trade
receivables is based on the date of
recognition of turnover and the due
date of instalments as stipulated in
the sale contracts. The Group does
not hold any collateral or other credit
enhancements over its trade receivable
balances. Trade receivables are non-
interest-bearing.
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30 June 2015 31 December 2014

“E-EFXAZtHR  ZE-OmF+ZA=1+—H

(Unaudited) (Audited)
(RBER) (BER)

HK$’ 000 % HK$"000 %
TER BAt TET Epild
17,676 100 7,486 55

- - 6,194 45
17,676 100 13,680 100

AEER-RETHEEPIEAZ12EAE
e

REEE S RE TR RERIEEEE
ERANEESRMIIDBNRE A
FHE o R EW ELE B 5 KA
HSEIREANmAMEAEEER
2 BZREFERRLEER -



Zhong Hua International Holdings Limited

WA B R A BA

9. TRADE PAYABLES 9. EZEMANE
An aged analysis of the Group's trade AEEZzBEHENRIBRBERTHEB
payables at the end of the reporting ZERE AW

period is as follows:

30 June 2015 31 December 2014
“Z-RFRAZTHE  ZE-QEETZA=+-H
(Unaudited) (Audited)
(REEK) (BE%)
HK$’ 000 % HK$"000 %
TER Bl TR Epid
Within 1 year —£R - - - -
More than 1 year HBB1EF 2,174 100 2,174 100
2,174 100 2,174 100
The age of the Group’s trade payables REFYE ZHENZIE Y BEREREKEE
is based on the dates of the goods IR HIREE Bt E - BEHENK
received or services rendered. The BAREHER -

trade payables are non-interest-bearing.
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Zhong Hua International Holdings Limited

WA B R A BA

10.CONTINGENT LIABILITIES

11.

At the end of the reporting period,

10.RAREE

RIS EITTAE A - AR E IR B R

the Group’s contingent liabilities not RIERBEZSIRBENAT ¢
provided for in the financial statements
were as follows:
30 June 31 December
2015 2014
—E-If —T-mE
AAZ+H  fTZA=t—H
(Unaudited) (Audited)
(REER) (B&R)
HK$’000 HK$’ 000
TR TET
Guarantees given for mortgage RBTRMAEENE
loans granted by banks to ETEFRHEZ
certain purchasers of the RIBERMIEZ
Group's properties FES 139 139
PLEDGE OF ASSETS 11.EEEH

The Group’s secured bank loans of
HK$37,914,000 (31 December 2014:
HK$42,216,000) were supported by
certain of the Group’s investment
properties, a corporate guarantee
executed by the Company and a
personal guarantee executed by
one of the Company’s substantial
shareholders.
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12.

13.

Zhong Hua International Holdings Limited

WA B R A BA

OPERATING LEASE COMMITMENTS

The Group leases its office properties
in Hong Kong under operating lease
arrangements with leases negotiated for
terms ranging from one to two years.

At 30 June 2015, the Group had total
future minimum lease payments under
non-cancellable operating leases falling
due as follows:

12. B E RN RIE

AEBBBREEHEOLHEREERQ
EME FBREZRANTF —EMF -

RZZE—RFRA=+H BERTH
HIMBH TR MRS A5E
ZARENRERSLENT

Group

r&EE
30 June 31 December
2015 2014
—E-FF —E-\F
RA=tH tZA=1t—8H
(Unaudited) (Audited)
(RBER) (BE%)
HK$’' 000 HK$' 000
TET FET
Within one year R—FR 1,524 1,778
In the second to fifth years, inclusive £-22 15 (BEEEME) - 445
1,524 2,223

COMMITMENTS 13. 7 4E

At the end of the reporting period, RBETER  AEBEEHIREYER

the Group had contracted, but not
provided for commitments in respect
of construction works relating to
investment properties amounting to
approximately HK$2,436,000 (31
December 2014: HK$2,436,000).

FACEETRDITH B REHZE
EHB2,436,0008 L (Z T —NF+ =
A=+—H :2,436,000/87T) °
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Zhong Hua International Holdings Limited

WA B R A BA

14.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 [E X F
EMZEAER XA (“GZ Zheng
Da”) was initially set for a term
of 15 years commencing 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, GZ Zheng Da
and its foreign partner, Zheng Da
Real Estate Development Company
Limited (IEXFEIEMEFRQF)
(“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 its
sino partner, #75FEMAERZELE
AR (“HFER") had then become
dormant a couple of years ago and
therefore its consent could not be
obtained. On the other hand, it
appeared that another enterprise
named BFFEMERELLEHRRQ
Al (“#EFL1E"), a privately owned
enterprise, which acquired certain
assets (but interest in GZ Zheng
Da not included) from i B &
some years ago, claimed that it had
taken up the interest in GZ Zheng
Da from #.% B {&, but that was not
the case. As such, in late December
2008, GZ Zheng Da served a writ
against #75 L1k at the Guangdong
Provincial Guangzhou Municipal
Yuexiu District People’s Court (&H
BREMTBFEARZELR) (“Yuexiu
Court”) demanding for confirmation
of disqualification of #EFL 1 from
the sino partnership (if any) of the
subject joint venture.
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Zhong Hua International Holdings Limited

WA B R A BA

14.LITIGATIONS (Cont’d)

(a) (Cont'd)

The relevant judgement was issued
in July 2009 with rulings endorsing
the forfeiture of the partnership
qualification and legal entitlements
of #iFEFL1 in the joint venture. il
E L1 then filed an appeal petition
(the “Zheng Da Appeal”) at the
Guangdong Provincial Guangzhou
Municipal Intermediate People’s
Court (ERABRMMHARARE
Kf?)(”(]uangzhou Court”) in August
2009. A court hearing was made
in October 2009 and no further
hearings had been made since then.
Both GZ 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. 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. Both GZ Zheng
Da and HK Zheng Da are 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.

14.5F 52 (48)

(@) (#&)

BHRZRAER-_ZZAFELARM
REABELEEREGERETS
1EBIE RORRIER - Hig - BEMLD
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ITIEMERAR « BMEARBEBLEKR
AR MBI T e B AR 548 B b BDE
BRREERVEEFBELZEEAN
HR-ERNEHFRZERFBRZE
EHREARRBARR T —=F=
AZTHAZAMAKE - BMIE
AR EBIEARBIESREMNTF b
HE B RER R P BEIARRIE
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WA B R A BA

14.LITIGATIONS (Cont’d)

(a)

(Cont’d)

Taking into account the latest
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 remains optimistic in
obtaining a favourable judgement
in the Zheng Da Appeal.

In 2011, two plaintiffs, together
with Chongqing Smart Hero Real
Estate Development Company
Limited (“CQ Smart Hero”), an
indirect subsidiary of the Company,
in its capacity as the third plaintiff,
served a writ of summons against
a third party at the Yuexiu Court in
relation to a contract dispute (B[R
A4). 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
liable to pay an accrued interest
in an aggregate amount of about
RMB10,500,000 to the defendant.
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Zhong Hua International Holdings Limited

WA B R A BA

14.LITIGATIONS (Cont’d)

(b) (Cont’d)

Subsequently CQ Smart Hero,
together with two other plaintiffs,
filed an appeal at the Guangdong
Provincial Higher People’s Court
(ERASBZARZER) (“Guangdong
Court”). Judgment was made by the
Guangdong Court in June 2015,
and it was ruled that the claim
liable to be paid by CQ Smart Hero
was reduced to approximately
RMB4,200,000 (equivalent to
approximately HK$5,250,000 as
at 30 June 2015). Nevertheless,
CQ Smart Hero was advised by
its legal counsel and advisers that
a fundamental error was made in
the judgment, and should submit a
judicial review in this respect. The
application deadline for the judicial
review was within 6 months after
the date of judgment. As at the date
of the report, CQ Smart Hero not
yet submitted the judicial review to
the relevant court.

After taking competent advice from
the PRC legal counsel and advisers,
the Company and CQ Smart Hero
are optimistic in obtaining a
favorable judgement in the appeal.

14.5F 52 (48)

(b) (#)

EERBEREMMEREEERE
BAmEARZER ([BEREESR])
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NAEHHR BHTEEBTEEX
T E) R R 2 49 A R #4,200,0007T
(R—ZZE—RFENAZTHREERY
5,250,000 70) » AT - EEBH
ZERMMAEBERBERK  HR
GERABBRYERILIRETE -
REBEFBEBERHRBBHE N
BARNIRE - RS EEBH
iR AAE B AP IR AE 2. o

ERERPESAMBERANEXER
B ARAREEBBYH LFRGE
BRHARE LR -
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WA B R A BA

14.LITIGATIONS (Cont’d)

two civil claims
were filed against CQ Smart Hero
by a third party (the “CQ Third
Party”) at Chongqing Municipal
Yuzhong District People’s Court
(EEmmHTERARER) (the
“Yuzhong Court”) for an aggregate
amount of about RMB5,167,000
(equivalent to HK$6,459,000 as
at 30 June 2015) plus accrued
interests and costs. According
to the writs, the CQ Third Party
claimed certain damages in relation
to a tenancy agreement executed
between CQ Smart Hero and
another third party in 2007 (the
“Lease”). The CQ Third Party is
neither a party to the Lease nor
the beneficial or registered owner
of the subject property under the
Lease but claims to be the assignee
of the Lease.

In February 2015, the Yuzhong
Court ruled that CQ Smart Hero
was liable to compensate to the
CQ Third Party in relation to one
of the claims (the “First Claim”).
CQ Smart Hero filed an appeal
against the Yuzhong Court’s ruling
at the Chongqing Municipal Fifth
Intermediate People’s Court (BEE™
ERPHZARZER) (the “Chongging
Court”) in late February 2015.
In late May 2015, the appeal
was ruled to be unfavour to CQ
Smart Hero and Chongging Court
upheld the original verdict of
Yuzhong Court. Nevertheless, CQ
Smart Hero was advised by its
legal counsel and advisers that a
fundamental error was made in
the judgment, and should submit a
judicial review in this respect. The
application deadline for the judicial
review was within 6 months after
the date of judgment. As at the date
of this report, CQ Smart Hero not
yet submitted the judicial review to
the relevant court.
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14.LITIGATIONS (Cont’d)

The trial of another claim (the
“Second Claim”) was heard in
late March 2015 and ruled to be
unfavour to CQ Smart Hero. As
such, CQ Smart Hero filed an
appeal to the Chongging Court. As
at the date of this report, the ruling
remained pending.

The aggregate amount of
compensation payable for the
First Claim and Second Claim
based on the latest judgments was
approximately RMB2,330,000
(equivalent to HK$2,913,000 as
at 30 June 2015). After taking
competent PRC legal advice, CQ
Smart Hero remains optimistic in
obtaining favourable judgments in
the First Claim and Second Claim.

15.RELATED PARTY TRANSACTIONS

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$3,102,000 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.

14.5F 52 (48)
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Zhong Hua International Holdings Limited

WA B R A BA

REVIEW OF RESULTS

The Group’s consolidated turnover for
the Period was HK$18,848,000, which
is almost the same level compared with
the same period last year (30 June 2014:
HK$19,152,000). The Group’s profit for
the Period was HK$636,000 (30 June
2014: HK$405,000). The Group’s loss
attributable to equity shareholders was
HK$2,353,000 for the Period (30 June
2014: HK$2,572,000).

BUSINESS REVIEW

The Company is an investment holding
company. Its subsidiaries are principally
engaged in property investment and
development in Mainland China and have
two property interests, one in Chongqing
(EEET) and the other in Guangzhou (& /!

m).

Guang Yu Square (BHIE%), a 16-storey
plus basement commercial building, is
situated at the most prime commercial area
at Chaotianmen (¥1XF9), Yuzhong District
(A1 [2), Chongqing (E/E ). Chaotianmen
is one of the major clothing wholesale
points in Chongqing while Guang Yu
Square is the most popular men’s clothing
and footwear wholesale centre in the
region.
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BUSINESS REVIEW (Cont’d)

The property interest in Guangzhou
(EMTI) is situated at the most prime
commercial area in Yuexiu District (#
75®), Guangzhou. 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. The
development site is comprised of three
contiguous land parcels located at the east
of Jiefang Road South (FEMFAEL), to the
south of Daxin Road (K¥TE&), to the north
of Yede Road (—7Z#) and to the west of
Xieen Road ({2 ), Yuexiu District and
is wholly owned by Guangzhou Zheng
Da Real Estate Development Company
Limited (BN IEAFMEFREFRLQF)
(“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 #HHF )
EREEERNR ("BFHR"), a state-
owned enterprise, as the Sino partner in
Guangzhou in December 1993. Since
its formation, #7 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 )
EERE AR (the “Enforcement Rules”)
executed in 1994, HFE R 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. ##FE{is an
independent third party.

KMo (E)
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WA B R A BA

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 2016 at an aggregate consideration
of RMB1,361,100,000 (approximately
HK$1,701,375,000 as at 30 June 2015).
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 2 June 2015 (primarily refers
to the deferment of the long stop date for
completion of the acquisition from 31
March 2009 to 30 June 2016).

Pending for re-developing into a
commercial complex, the development site
is presently comprised of a 2-storey non-
permanent commercial podium and a car
park for loading and offloading inventory.
With a history of over one century for
footwear business in the area surrounding
the development site, the commercial
podium is regarded as the most popular
footwear boutique showcase and wholesale
centre in Guangzhou.
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BUSINESS REVIEW (Cont’d)

The development project was initially
planned to be completed within a period
of 15 years but its progress was interrupted
by the modifications of municipal planning
in the region 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 #FBE 1, had
become dormant a couple of years ago
and therefore its consent could not be
obtained. On the other hand, it appeared
that another enterprise named 7R HE
FEEERRAR (“BEMBE), a privately
owned enterprise which acquired certain
assets (but interest in Guangzhou Zheng
Da not included) from #WEB® some
years ago, claimed that it had taken up
the interest in Guangzhou Zheng Da from
BB, but that was not the case. As
such, In late December 2008, Guangzhou
Zheng Da, served a writ against /%
#L1® at the Yuexiu District People’s
Court (#FE ARZER) demanding for
confirmation of disqualification of #/&E
FL1> from the sino partnership (if any)
of the subject sino-foreign joint venture.
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BUSINESS REVIEW (Cont’d)

The relevant judgment was issued in July
2009 with rulings endorsing the forfeiture
of the partnership qualification and legal
entitlements of BEM®E in the joint
venture. BEFL{E then filed an appeal
petition (the “Appeal”) at the Guangzhou
Municipal Middle People’s Court (BN
P A ARERE) (the “Guangzhou Court”)
in August 2009. A court 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. Guangzhou
Zheng Da and HK Zheng Da 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. Taking into
account the latest rulings granted by the
Yuexiu District People’s 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
2014 annual report.
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LITIGATIONS

Details of the litigations are disclosed in
note 14 to the financial statements.

ALLEGED “LIQUIDATION PETITION”
AGAINST GZ ZHENG DA

Public Database of GZ Zheng Da
Corporation Information indicates
information of alleged “Liquidation
Temporarily Filed (EEER)”

Pursuant to the Temporarily Rules of Public
Notice of Corporate Information of People’s
Republic of China (FFZEARHEMBEIBE(E
B ARG T4 newly enacted in October
2014, the Public Database of National
Enterprise Credit Information (Guangdong)
(ERCEERESARRELL(ER)) on GZ
Zheng Da reveals certain newly appeared
information under the Temporary Filing
Information Column (BZEEFEEMWE) viz
“Liquidation Information (& & 15 8)”
“Liquidation Officer-In-Charge He Wei (/&
HBE AMIE) E“Member of Liquidation
Committee Guangdong Guoding Law Firm

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

Public Database of GZ Zheng Da
Corporation Information indicates
information of alleged “Liquidation
Temporarily Filed CEE#ER)” (Cont’d)

According to the Corporate Registration
Information Memorandum ({®¥%5
&) obtained from the Guangzhou
Administration for Industry & Commerce
Bureau (BMMIETHEER) (the “AlC
Bureau”) by GZ Zheng Da (being exclusive
information to the subject corporation),
a third party namely Guangdong
Guoding Law Firm (ERBESZENEHF)
(“Guoding”) filed an Application Form for
Notification of Change (Temporary Filing)
of Foreign Investment Enterprise (9N
RECEXET (BR) BaLHFE) (the
“Application Form”), together with a copy
of purported order of the Guangzhou Court
(EREBEMTRRAREBRRESE) (the
“Purported Court Order”) as supporting
document, to the AIC Bureau without
the prior acknowledgment nor consent
of GZ Zheng Da in September 2011. The
Application Form requested for filing of
“Temporarily Filing of Member of the
Liquidation Committee (/5 E 4R EEZR)”
and “Temporarily Filing of Liquidation
Officer-In-Charge (FEBEABZE)” in
the corporate information database of
GZ Zheng Da at the AIC Bureau. Copy
of the Purported Court Order stated that
“the court has nominated Guoding as the
liquidation committee to proceed with the
liquidation of GZ Zheng Da in accordance
with the law (BHEEBRRAERBEE - #OF
HEMEXETEE)".
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Zhong Hua International Holdings Limited

WA B R A BA

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

Public Database of GZ Zheng Da
Corporation Information indicates
information of alleged “Liquidation
Temporarily Filed CEE#ER)” (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.
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Zhong Hua International Holdings Limited

WA B R A BA

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

Public Database of GZ Zheng Da
Corporation Information indicates
information of alleged “Liquidation
Temporarily Filed CEE#ER)” (Cont’d)

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 B unlikely meets the pre-
requisite conditions for filing a liquidation
petition against GZ Zheng Da pursuant
to the prevailing company laws and
regulations of the PRC.

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 Mainland China; (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 committee 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 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.
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Zhong Hua International Holdings Limited
OB R R A B A W

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

Public Database of GZ Zheng Da
Corporation Information indicates
information of alleged “Liquidation
Temporarily Filed CEE#ER)” (Cont’d)

According to the relevant provisions of
the Rules of Administration of Company
Registration of People’s Republic of
China (hEARKFMBERREZER GO
(the “Company Registration Rules”), the
temporary 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 (A @fi#
BRFERA ), 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 temporary filing under concern should
be rendered “application declined (&%
#RME)”. In November 2014, GZ Zheng Da,
through a national congress representative,
had filed a submission to the Guangdong
Court to express its grave concern about
the Purported Liquidation Petition Case
(including the Purported Court Order) and
related issues but no formal reply was
received from them to-date.
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Zhong Hua International Holdings Limited

WA B R A BA

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

Public Database of GZ Zheng Da
Corporation Information indicates
information of alleged “Liquidation
Temporarily Filed CEE#ER)” (Cont’d)

The latest Business Record Information (%
F£EIEE) of GZ Zheng Da retrieved
from the AIC Bureau in mid March 2015,
which is regarded as public information,
indicates that the principal status (F#&A
78) and legal representative (EFEREA)
of GZ Zheng Da are “business commenced
(2 F%)” and “Ho Kam Hung” respectively.
The business of GZ Zheng Da remains as
usual and GZ Zheng Da’s latest tax return
was filed in June 2014. Mr. Ho Kam Hung,
an executive director of the Company, has
been the legal representative of GZ Zheng
Da since 1993.

Shareholders of the Company are urged to
read the Company’s announcement dated
25 March 2013 about the lawful authority
of the purported “liquidation committee of
GZ Zheng Da” in question.
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Zhong Hua International Holdings Limited
OB R R A B A W

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 Demolition and
(the “Qualified Person #fi&
AN”) (which was required to demonstrate
substantial capital resources, property
concrete

Relocation

development plan on hand,
property demolition and relocation
plan pursuant to the provisions of Rules
of Management of Urban Property
Demolition and Relocation of Guangzhou
Municipality (BMMmHTEEREE
&) (the “Demolition Management
Rules”)) and the Qualified Contractor for
Demolition and Relocation (the “Qualified
Contractor FEBEMEN") (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 (BEEFEBIFAF)
(the “Demolition Permit”). Since then, GZ
Zheng Da applied for extension of the
Demolition Permit once every year and the
Property Administration Bureau customarily
renewed the Demolition Permit and the
notice of extension of property demolition
(FERBLEHLE) (the

“Demolition Extension Notice”) every

and relocation

subsequent year.
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Zhong Hua International Holdings Limited

WA B R A BA

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 latest Demolition Extension Notice
contained new clauses which included,
inter alia, an entity named “the liquidation
committee of GZ Zheng Da (BMIFX/E
H4H)” (the so-called “Liquidator”) as the
secondary Qualified Person (8 =#F&A)
and the secondary Qualified Contractor
(F-FBEMEL) in addition to GZ
Zheng Da which remained as the primary
Qualified Person (% — TFF}E}\ and primary
Qualified Contractor (F—#FEBEEEM).
The Demolition Extension Notice also put
a remark that “pursuant to the Purported
Court Order, the Guangzhou Court
nominated Guoding as the liquidation
committee to proceed with the liquidation
of GZ Zheng Da in accordance with the
laws, and the demolition activities should
be executed by the liquidation committee.”
(collectively the “New Clauses”).

As such, an inhabitant to be vacated (##f
#BA) (the “Plaintiff”) filed administrative
pleadings (fTIX&F7A) against the Property
Administration Bureau at the Yuexiu
Court in May 2014. The administrative
pleadings demanded for the revocation of
the Demolition Extension Notice on the
ground that the Property Administration
Bureau should not grant the demolition
extension to both GZ Zheng Da and the
so-called Liquidator simultaneously as it
is against common legal principle if GZ
Zheng Da (which is subject to liquidation
(if that is the case)) and the so-called
Liquidator co-exist to engage in demolition
activities. GZ Zheng Da, as one of the
litigant participants, opposed to the
grant of the qualified licenses to the so-
called Liquidator as it was not lawfully
constituted and the Property Administration
Bureau would have breached the
relevant provisions of the Demolition
Management Rules if licenses were granted
to unqualified entities for participating in
demolition business. The Yuexiu Court
dismissed the petition of the Plaintiff in
August 2014.
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Zhong Hua International Holdings Limited

WA B R A BA

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)

Both GZ Zheng Da and the Plaintiff
then filed administrative appeals (fTI_E
#F) against the Property Administration
Bureau at the Guangzhou Court (the
“Administrative Appeals”) thereafter based
on similar grounds above. The proceedings
of the said appeal had not yet commenced
to-date.

GZ Zheng Da confirmed to the Company
that it had no acknowledge of the New
Clauses until the renewal of the said
extension notice nor concurred with such
New Clauses thereafter and hence raised
objection to the imposition of the New
Clauses in the capacity as the litigant
participant of the first trial at the Yuexiu
Court.
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Zhong Hua International Holdings Limited

WA B R A BA

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 Permit and
the Demolition Extension Notice to GZ
Zheng Da are legally valid permit and
notice despite their legal defects; (ii)
both the Yuexiu Court and the Property
Administration Bureau accept GZ Zheng
Da as a separate legal entity; (iii) GZ Zheng
Da remains as the Qualified Person and
the Qualified Contractor and therefore can
continue 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 “Public Database of GZ Zheng
Da Corporation Information indicates
information of alleged “Liquidation
Temporarily Filed (EE#Z)"” 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 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 (FZEARZEFE A A
%), which do not include demolition and
relocation businesses; (viii) a liquidator
does not possess the pre-requisite
qualifications (5E&E) and hands-on
expertise in engaging in demolition and
relocation businesses pursuant to the
provisions of the Demolition Management
Rules; and (ix) it appears that the Purported
Court Order does not provide that “the
demolition activities should be executed
by the liquidation committee”. Hence,
both the Company and GZ Zheng Da are
optimistic in obtaining a favourable ruling
in the Administrative Appeals.
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Zhong Hua International Holdings Limited
OB R R A B A W

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 2015 amounted to
HK$40,955,000 (31 December 2014:
HK$44,412,000). As at 30 June 2015 and
31 December 2014, there were no pledged
deposits.

As at 30 June 2015, the Group had
outstanding borrowings of approximately
HK$117,956,000 (31 December 2014:
HK$122,355,000) comprising interest-
bearing bank loans amounted to
HK$37,914,000 (31 December 2014:
HK$42,216,000), finance lease payable
amounted to HK$67,000 (31 December
2014: HK$164,000), and loan from a
director amounted to HK$79,975,000 (31
December 2014: HK$79,975,000). Of the
Group'’s interest-bearing bank loans, 24%,
26% and 50% respectively were repayable
within one year or on demand, in the
second year, and in the third to fifth years,
inclusive.

As at 30 June 2015, the secured bank loans
of HK$37,914,000 (31 December 2014:
HK$42,216,000) and the finance lease
payables of HK$67,000 (31 December
2014: HK$164,000) of the Group bore
interest at floating interest rate and fixed
interest rate, respectively. The secured
bank loan of HK$6,988,000 (31 December
2014: HK$8,433,000) and finance lease
payables of the Group are denominated in
Hong Kong dollars. HK$30,926,000 (31
December 2014: HK$33,783,000) of the
secured bank loans are denominated in
Renminbi.
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Zhong Hua International Holdings Limited

WA B R A BA

FINANCIAL REVIEW (Cont’d)

Liquidity and financial resources (Cont’d)

The Group’s gearing ratio as at 30 June
2015 was 0.03 (31 December 2014: 0.03),
calculated based on the Group’s interest-
bearing bank and other borrowings and
loan from a director of HK$117,956,000
(31 December 2014: HK$122,355,000)
over total assets of HK$4,104,131,000
(31 December 2014: HK$4,104,062,000).
The Group’s gearing was maintained at a
relatively low level during the Period.

Currency structure

The Group had limited exposure to foreign
exchange rate fluctuations as most of its
transactions, including borrowings, were
mainly conducted in Hong Kong dollars or
Renminbi and the exchange rates of these
currencies were relatively stable throughout
the Period.

Pledge of assets

The Group had utilized bank loan
facilities amounting to approximately
HK$37,914,000 (31 December 2014:
HK$42,216,000) as at 30 June 20715.
The loans were charged by the Group’s
investment properties and corporate
guarantee executed by the Company.

Contingent liabilities

As at 30 June 2015, guarantees given for
mortgage loans granted by banks to certain
purchasers of the Group’s properties
amounted to HK$139,000 (31 December
2014: HK$139,000).
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Zhong Hua International Holdings Limited

WA B R A BA

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”).
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Zhong Hua International Holdings Limited

WA B R A BA

FINANCIAL REVIEW (Cont’d)
Material acquisition (Cont’d)

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.
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Zhong Hua International Holdings Limited

WA B R A BA

FINANCIAL REVIEW (Cont’d)
Material acquisition (Cont’d)

Completion of the First Tranche took place
on 17 December 2007. As at 31 March
2009, the Second Tranche, the Third
Tranche and the Fourth Tranche had not
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 ninth
supplementary agreements to the effect that
the Long Stop Date was deferred to 30 June
2015.

In June 2015, the Purchaser and
the Vendors, entered into the tenth
supplemental agreement on 2 June 2015
to further extend the Long Stop Date to 30
June 2016 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 2016, both days inclusive.

E—BHBER=_TZTLF+=_A++tAH
5 TEHE=A=+—B £_-%
o REMIBY EATK - Bt
BHARNBIXNE_BIRE=ZHH ZIE
EFE - BEAEFTABARK22,927,0007T
(#925,837,00087) - B \ARE N D
T ERERE - RRBEMIEH 2 RE
Mk ABHA-—TTNEF=A=+—H -8
BEHHEI L NMDERHE  EREE L
BHTCEE_T—RAF~A=+AH-

N-ZT-—RFENA BEHFEESIR-_F—1
FRAZBIZET WA - BRER
IFEHE-—HREEE-FT—RFRA=T
B &aTaznEARENESEBRRNER
HeE PAE R B BRI MR ST R BB 10 2 2 A
RERTERERR 2 EAZETERR - AR
LR BETERRBLEAS HE_TT
NEMA—BZEZZ - "FNA=ZTHILH
B (EEMRBEER) L AFH 2 EERE
SMEFER B,

Interim Report 2015

—g-nEamEs P



Zhong Hua International Holdings Limited

WA B R A BA

EMPLOYEES AND REMUNERATION
POLICY

The total staff cost for the Period was
HK$3,236,000. The Group employed
about 30 full time staff in Hong Kong,
Chongqing and Guangzhou as at 30
June 2015. 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 Chongqing
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.

BUSINESS PROSPECTS

It has been anticipated that the overall
economic condition of Mainland China will
remain tough in the second half of 2015.
The recent weak domestic stock market and
devaluation of Renminbi against US dollars
may further hit the domestic economy to a
material extent. It is hence perceived that
the People’s Bank of China will implement
new quantitative easing policies, including
further reduction of benchmark lending
interest rate and required reserve ratio
of commercial banks, to boost both the
weaken domestic economy and exports. At
this moment, the property markets in most
leading cities in Mainland China remain
relatively steady.
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Zhong Hua International Holdings Limited

WA B R A BA

BUSINESS PROSPECTS (Cont’d)

With the sustaining growth in economy
and population in major cities in Mainland
China in future, the Group remains
optimistic in the prospects of the property
market in Mainland China in the medium
to long-term spectrum. In addition, the
Group considers that the geographical
spread of its investment property projects
in both Chongging as the capital city of
western China and Guangzhou as the
capital city of southern China, with varying
economic growth propensity, will serve to
diversify the Group’s exposure to business
risks in the two regions.

The Renminbi has triggered its devaluation
against US dollars this month. Should the
devaluation trend persist, the Directors
anticipate that the Group’s net assets will
suffer a devaluation when its net asset
value is translated into Hong Kong dollars
on its books at the end of this year though
the Group’s cash flow will not be hit to a
material extent. Nevertheless, the Group’s
strong asset backing and low gearing ratio
may still facilitate the Directors to explore
new business opportunities in 2016.
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BUSINESS PROSPECTS (Cont’d)

Having considered these matters, the
Directors will keep on a cautious approach
in its property development projects
on hand and re-mapping its business
directions for the coming three years and
are of the view that the Group should
diversify its business. It is anticipated that
the engagement in renewable energy and
related industries will be a new business
model all over the world in the forthcoming
years.

Looking ahead, the Directors are confident
and optimistic about the Group’s future
prospects.

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

As at 30 June 2015, 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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WA B R A BA

DIRECTORS’/CHIEF EXECUTIVE’S BE TETHAERAQATREHEBE
INTERESTS IN THE SHARES OF THE TR ZRM P 2R (E)

COMPANY AND ITS ASSOCIATED

CORPORATIONS (Cont’d)

Long position in shares of the Company REQXRARBZEFR
Percentage of
the issued
Capacity and Number of share capital
nature of interest shares held HE#T
Name of Director EEZHH SBHRERMH FERBEE REBD
Ho Kam Hung o] 4 4 Through controlled 110,600,000 18.26%
corporation (Note 1) (K1&t1)
BRXEEERE
Note: Hiat -

1. Ho Kam Hung is deemed (by virtue of the 1. RIEFHRMEES - AEERBBATI S
SFO) to be interested in these shares in the HRZERR G R EAREZ -
following capacities:

(i) 10,800,000 shares are held by (i) Morcambe Corporation (— i B3 % & o5 &
Morcambe Corporation, a company B 2R EE210,800,0000% 05 %5 ©
beneficially owned by him.

(ii) 87,120,000 shares are held by EC Fair (i) ZBEERDR (REA33, %ER)HE
Limited, which he has 33'/,% interest. 2.87,120,0000% i% 15

(iii) 12,680,000 shares are held by High (i) High Rank Enterprises Limited (% #& 49
Rank Enterprises Limited, which he has 31.6%E%) B 212,680,000/% %15 ©

approximately 31.6% interest.
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WA B R A BA

SHARES IN ASSOCIATED QT EEEER @5
CORPORATIONS OF THE COMPANY

At 30 June 2015, the following Director W_Z—RAENA=+H THARAFESR
of the Company had interests in the non-  FTEEZARGE THEAQREEEREL
voting deferred shares in certain of the PRz ERIMT :

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
B#/ HREEE
Rt/ Bafis EHR ERTRE
Esf® RREEEE HEALARE RAEIR TA#A BaftE BOk
Long Short
position position
ig KR
Ho Kam Hung  Smart Hero Company’s Non-voting 91 - Directly 30.13
(Holdings) subsidiary deferred beneficially
Limited shares owned
0 3 BRER ARFZ ERFR 91 - BREGHE 30.13
BRAHE MEAR ERER
China Realty ~ Company’s Non-voting 91 - Directly 30.13
Investment subsidiary deferred beneficially
Limited shares owned
PEEFHE ADAZ B RE 91 - ERERHA 30.13
REBRLE  WEAR )
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OB R R A B A W

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
2015, 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.

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.
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Zhong Hua International Holdings Limited

WA B R A BA

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 2014 annual
report. No share options were issued during
the Period.
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Zhong Hua International Holdings Limited

WA B R A BA

SUBSTANTIAL SHAREHOLDERS

As at 30 June 2015, 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

FERR

RZZE—RFRA=+H BRAREME
ERFETHABMA U TFAL(KRQF
ZEFREZTHMASRIN EEELRNIE
BEFRBAEGAIEBMZATETFEZE
Az By RABR IR 2 g% B
T

under section 336 of the SFO:

Long position in shares of the Company REXTRBZHER
Percentage
of the issued
Capacity and Number of share capital
Name nature of interest Shares held HERfT
&8 BRRERME FERGEE RABEA
Ye Jia Li (Note 1) Spouse 110,600,000 18.26
RRe(Hi1) s
Ho Tsam Hung (Note 2) Through controlled corporation 105,600,000 17.44
farsE s (Hr2) BAREEERE
Ho Pak Hung (Note 3) Through controlled corporation 99,800,000 16.48
fafate (4 3) BRXEEERE
Liang Gui Fen (Note 4) Spouse 99,800,000 16.48
REF (W 4) 2
EC Fair Limited Directly beneficially owned 87,120,000 14.39
BHEARAA ERERHE
Strong Hero Holdings Limited (Note 5) Directly beneficially owned 100,000,000 16.51
(Wits) ERE=HE
Xie Xiaoxiang (Note 5) Through controlled corporation 100,000,000 16.51
(it 5) BRRBERRE
Hero Grand Investments Limited (Note 6) Directly beneficially owned 30,800,000 5.09
(it 6) EREREAR
Leung Po Wa (Note 6) Through controlled corporation 30,800,000 5.09

(Wit 6)

BRXBEERE
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SUBSTANTIAL SHAREHOLDERS TERR (&)
(Cont’d)

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

Notes: Wiat -

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.

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 is
beneficially owned by him.

(i) 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 31.58% interest.

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 31.58% interest.

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.

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

Hero Grand Investments Limited is wholly-
owned by Leung Po Wa.
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WA B R A BA

SUBSTANTIAL SHAREHOLDERS
(Cont’d)

Save as disclosed above, as at 30 June
2015, 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.
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Zhong Hua International Holdings Limited

WA B R A BA

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, 25 August 2015
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