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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 2017 (the “Interim Results”), together
with the comparative figures for the
corresponding period in 2016, as follows:

CONDENSED CONSOLIDATED
INCOME STATEMENT

WA R A — B - ERRE

REERPHER

TEEEZERERABD(EARADESES
(TExg)ERsEfM ARFRAMBAR
(BB AEEDBEE=Z—+FA=1H
EREAREERGESEE(THEE]D -
BR-F-RNFRBZLRET WO

B AR A W &

For the six months ended 30 June

BEAAZTHLEREA

2017 2016
—B-tfE ZT-RE
(Unaudited) (Unaudited)
(REBER) (REEK)
Notes HK$’ 000 HK$'000
Mz FAL T
Revenue WA 2 19,323 18,088
Other income R ON 182 191
Administrative expenses THEX (12,907) (11,726)
Finance costs BKEH 3 (3444 (3,892)
PROFIT BEFORE TAX BANER 4 3,154 2,661
Income tax expense FIGTA b 5 (2,670) (2,366)
PROFIT FOR THE PERIOD AR 484 295
ATTRIBUTABLE TO: BER:
Ordinary equity holders of the Company AAREEREHZHEE A (3,142 (2,448)
Non-controlling interests FERER 3,626 2,743
484 295
LOSS PER SHARE ATTRIBUTABLE TO ARAEBR
ORDINARY EQUITY HOLDERS OF BRBEA
THE COMPANY EhERER 7
~ Basic —HK HK(0.52) centsE L | HK(0.40) centsys Il
- Diluted -B% HK(0.52) cents#ll | HK(0.40) cents/&il
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CONDENSED CONSOLIDATED
STATEMENT OF COMPREHENSIVE
INCOME

ILLEES=

MmN E X

For the six months ended 30 June

HEAA=THLEARER

2017 2016
“E-tE —E-RE
(Unaudited) (Unaudited)
(REEE) (REER)
HK$’ 000 HK$'000
TR TER
Profit for the period R4 484 295
Other comprehensive income/(expense) ~ Efi2EWE /(%)
Other comprehensive income/(expense) to /7\&%?57/575!5%/?” #
be reclassified to income statement in BhmE 2 EM
subsequent periods: 2EME(FZ)
Exchange differences on translation BMEBNEEREHA
of foreign operations EXRER 101,998 (46,403)
TOTAL COMPREHENSIVE INCOME/ HE2EAKE(BX)
(EXPENSE) FOR THE PERIOD 102,482 (46,108)
Total comprehensive income/(expense)  2E A/ (%) HFER
attributable to:
Ordinary equity holders of the Company ~ AAFLEBREZFAEA 27,104 (16,291)
Non-controlling interests R ER 75,378 (29,817)
102,482 (46,108)




WA R A — B - ERRE

CONDENSED CONSOLIDATED AR S BB OR &
STATEMENT OF FINANCIAL
POSITION
30 June 31 December
2017 2016
“E-tF —T-RF
~A=TR +ZA=+-H
(Unaudited) (Audited)
(REER) (&%)
Notes HK$’' 000 HK$'000
Wizt TAR FET
NON-CURRENT ASSETS FRBEE
Property, plant and equipment nE - RELRE 4,960 4,912
Investment properties REM%E 4,162,412 4,017,248
Total non-current assets ERBDEELE 4,167,372 4,022,160
CURRENT ASSETS RBEE
Properties held for sale BEGENE 35,759 34,515
Trade receivables B S ERZE 8 12,131 1,151
Prepayments, deposits BENFR  RERAME
and other receivables WeshIE 12,575 12,711
Cash and bank balances ReRBTER 54,494 65,169
Total current assets RBEERE 114,959 113,546
CURRENT LIABILITIES RBEE
Trade payables B S RIHE 9 (2,001) (1,931)
Other payables H At JE 1 5RIE K
and accruals [EitaE (35,783) (35,130)
Tax payable A (45,416) (41,976)
Interest-bearing bank borrowings FRRITEE
(7,442) (8,630)
Total current liabilities nEaEeE (90,642) (87,667)
NET CURRENT ASSETS RBEERE 24,317 25,879
TOTAL ASSETS LESS CURRENT BEERRBAR
LIABILITIES 4,191,689 4,048,039
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CONDENSED CONSOLIDATED

STATEMENT OF FINANCIAL
POSITION (Cont’d)

E GRS M BRR R (&)

30 June 31 December
2017 2016
“Z-tF —E-RE
~AA=TH +-A=+—H
(Unaudited) (Audited)
(REER) (BE%)
HK$’ 000 HK$’000
TER AT
NON-CURRENT LIABILITIES kRBEE
Loan from a director EREXN (73,577) (71,018)
Due to a director ENEEZE (166,618) (160,160)
Long term other payables Hit R EE(T IR (132,100) (128,351)
Interest-bearing bank borrowings SERITEE (10,396) (13,143)
Deferred tax liabilities EEREAR (895,530) (864,381)
Total non-current liabilities FrEeEes (1,278,221) (1,237,053)
Net assets FEE 2,913,468 2,810,986
EQUITY i
Equity attributable to equity holders of RABEzmFHAE A
the Company Bl R
Issued capital BETHRA 15,140 15,140
Reserves f#E 834,827 807,723
849,967 822,863
Non-controlling interests R 2,063,501 1,988,123
Total equity BRER 2,913,468 2,810,986
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76897 1895081 110008 1€6'661 986'S01 85708 97L'96¢ 1St
(801'9p) (£18'67) (167'91) (8t4'0) (cv8'c)) - - -
£60'76L'T 8695161 <918 186707 628611 85708 97L'96¢ 1St
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CONDENSED CONSOLIDATED

STATEMENT OF CASH FLOWS

FHREERERERR

For the six months ended 30 June

HEAA=THLEAREA

2017 2016
—E-t#% —Z-RE
(Unaudited) (Unaudited)
(RBER) (REER)
HK$’ 000 HK$’000
TR T
CASH FLOWS FROM OPERATING REEB RERE
ACTIVITIES
Profit before tax A& 7l 3,154 2,661
Adjustments for: HEER -
Finance costs HKER 3,444 3,892
Interest income MEBA (85) (36)
Depreciation e 127 188
6,640 6,705
Increase in trade receivables B 5 RYFIEEM (10,980) (2,944)
Decrease/(increase) in prepayments, BNHE e REmEY
deposits and other receivables FER L,/ (EM) 136 (172)
Increase/(decrease) in trade payables & 5 EMZIEEZ I,/ (i) 70 (35)
Increase in other payables Hip N FIEREHEE
and accruals #m 653 2,628
Exchange differences on translation of 2B SN ER 2 B =5
foreign operations (642) (195)
Cash generated from operations REEBMRBE RS (4,123) 5,987
Interest received B S 85 36
Interest paid EAFE (617) (915)
Overseas taxes paid EEIMEH (776) (475)
Net cash flows from/(used in) WEEHHEG/ (FB) 2
operating activities ReRE (5,431) 4,633




CONDENSED CONSOLIDATED

WA R A — B - ERRE

FHHEERERBERR (F)

STATEMENT OF CASH FLOWS (Cont’d)

For the six months ended 30 June

HEAA=THLEAREA

2017 2016
—E—t#& —T-RE
(Unaudited) (Unaudited)
(REER) (REEZ)
HK$’ 000 HK$'000
TER THEL
CASH FLOWS FROM INVESTING RETBZREGRE
ACTIVITIES
Additions to investment properties REREME (399) (330)
Net cash flow used in an BR-EEEEZDZ
investing activity RengFd (399 (330)
CASH FLOWS FROM FINANCING RETHZ2RERE
ACTIVITIES
Repayments of bank loans BRRITER (4,720) (4,247)
Increase/(decrease) in an amount due toa ~ JENEEZEE M,/ ()
director (2,141) 28,582
Increase/(decrease) in long term other RUEMEMATE
payables 2,/ () 104 (1,278)
Net cash flows from/(used in) BEERSHE/(FTE)
financing activities ZHREREFE (6,757) 23,057
NET INCREASE/(DECREASE) IN CASH ReRRELER E
AND CASH EQUIVALENTS #gm/ (Bd) B (12,587) 27,360
Cash and cash equivalents FNZRER
at beginning of year RE%ERE 65,169 18,584
Effect of foreign rate changes NEEXEH 2 FE 1,912 (264)
CASH AND CASH EQUIVALENTS FERZHER
AT END OF YEAR ReSERA 54,494 45,680
ANALYSIS OF BALANCES OF CASH REeRAEEE
AND CASH EQUIVALENTS HRERDN
Cash and bank balances as stated in the RS A T BERAR
condensed consolidated statement of FritzRe Rk
financial position RITERE 54,494 45,680
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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 2016, 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 2017:

Amendments to HKAS 7 Disclosure Initiative

Amendments to HKAS 12 Recognition of Deferred
Tax Assets for Unrealised
Losses

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.

. REEERTEEHEE

AEPEETHUBERERERESS
T E B ([HKAS ]) 553457 [ *F Hi B 75 57
SREN -BRTUTEHERAEBRAR
—T—+FE—f—BszERBHE
HARI o BB B AT 2] RSB ST BB
5B ([HKFRSs ] + b8 3EHKASs
M) - REAF Y BHREMEAD
SRR MREREENEEE —T— X
F+ A=+ HLFENEZFYBR
K

HKAS 7 (85T ) ITHRE
HKAS 12(B31A)  BABEEEEIECHELE

BRANHT AT AN AG A8 ETHKFRSs 3 101 45 84 A
SR RIBE & BRI R R
RRYMEALE - Btk - BABE
SRS fE B -



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 2016.

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

2.

WA R A — B - ERRE 11

ReEsEER
REEME - ARBIZAERZREE

FIE A SR 4 DRI T -

) MERESE - sHSHEREELR
AENRPEARLMBEKRE (T4
BAEDMEZRE &

) BEREMSTE  MEERQREHR
EERT -

BRENBZEBREAEFEHE_F
—ARFT A=t -BULEFEZHBR
RPTME B -

EAREEIO%IA L2 AR B o B AR
ZEF HMITEHRWRSEER -
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2. OPERATING SEGMENT 2. REDWEN (H)
INFORMATION (Cont’d)
The following table presents revenue TRAEAEEREEDBEN ZAEBIK
and results information for the Group’s ANREEZER

operating segments:

For the six months ended 30 June BZEAA=1+RHILXEAR
Property investment Corporate and others Total
NERE RAREM @t
2017 2016 2017 2016 2017 2016

ZE-tf “Z-F ZE-tFE “T-°F ZEBE-tf -_T-%
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REBH) (REER) (REBR) (ROER) (REBR) (REER)
HK$’ 000 HK$'000 HK$’ 000 HK$'000 HK$' 000 HK$'000

TER TAL TER TAL TEx TAL

Segment revenue: KA :
Salesto external ~ HEFIHREF

customers 19,323 18,088 - - 19,323 18,088
Segment results  HHEEE 14,015 13,172 (7,599) (6,810) 6,416 6,362
Other income EULON 182 191
Finance costs HKER (3,444) (3,892)
Profit before tax ~ HiAT & 7 3,154 2,661
Income tax expense /87 B3 (2,670) (2,366)
Profit for the period H3f i 7 484 295




2. OPERATING SEGMENT

INFORMATION (Cont’d)
Information about major customers

For the six months ended 30 June 2017
(the “Period”), aggregate revenue from
four customers (2016: four) with each
of whom transactions had exceeded
10% of the Group’s total revenue
amounted to HK$19,323,000 (2016:
HK$18,088,000).

3. FINANCE COSTS

2.

WA R A — B - ERRE

REDEER (H)

FHEXREFZENR

HE_Z—+tFEX"A=ZtHLXHEA
(B D) - REWEBREF (ZE—RF:
W) 28U A A19,323,00008 L (==
—75%F :18,088,000/87T) © MEEEF
ETzRGeBEHDBEAEERRKA
21 0% °

MEE M

For the six months ended 30 June

BEAAZTHLEAREA

2017 2016
—E-tf —ZE-RE
(Unaudited) (Unaudited)
(RBER) (RiEElR)
HK$’ 000 HK$'000
TER FEL

Interest on: e
Bank loans RITER 617 915
Loan from a director EEEX 2,827 2,977
3,444 3,892

13
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4. PROFIT BEFORE TAX 4. BiAlEF
The Group’s profit before tax is arrived RNEBZBADEF &N (FTA) ¢
at after charging/(crediting):
For the six months ended 30 June
BEXRA=TRHLEAEAR
2017 2016
“E-tfF —E-RF
(Unaudited) (Unaudited)
(REBER) (REER)
HK$’ 000 HK$’000
TER FiET
Depreciation nE 127 188
Interest income FLEHA (85) (36)
Income from letting of BHEREFERE
investment properties WE 7 WA (19,323) (18,088)
5. INCOME TAX EXPENSE 5. iIEHAX
For the six months ended 30 June
BEXB=THLAEA
2017 2016
—E-t& —E-RF
(Unaudited) (Unaudited)
(RBER) (R&geER)
HK$’ 000 HK$'000
TERT FTET
Provision for the period: AR
Elsewhere High 2 2,670 2,366

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 (2016: Nil).

MR AEENHEYBEERBELER

FERTUR T - HURBLE B RIS 1F
BT —RF &) -



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% (2016: 25%).

INTERIM DIVIDEND

The Directors do not recommend the
payment of an interim dividend for the
Period (2016: 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$3,142,000 (2016: HK$2,448,000)
and the weighted average number of
605,616,520 (2016: 605,616,520)
ordinary shares in issue during the
Period.

During the six months ended 30 June
2017 and 2016, the Group had no
potentially dilutive ordinary shares in
issue.

5.

WA R A — B - ERRE

FRrE®imx (&)

H i 2 FE R B A BRBE RSB L
BEBIMERRZIREELG  2EBRIE
Bl RZEEARZIBITHETE - )R
B A FE AR S 2 BB R R B RIS R R
25% (= Z—7XF 1 25%) B FE -

PR B

ExeTEBARNABZzP MRS (=
ToREHE) -

AARAEBRESFEARGER
B

HEgREABEEDRERAAREBR
EmEFA ARINETES, 142,000 T (=
T — N 12,448,000 0) M EAR B B
17 MRk 2 AN HE F 19 £605,616,5200%
—ZF— X% 1 605,616,5200%) 5t & -

REBEZEZTE—+EtFRZZE—-RERA
ZF+HIEARNEA  AEEWEDETE
EEEEBik -

15
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. TRADE RECEIVABLES

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

30 June 2017

8. EZEWFE

AEEZ B HRERYGRIBRRE TR
ZIRE AT

31 December 2016

“EZ-t&XA=t+H —E-X"E+=ZA=+—H
(Unaudited) (Audited)
(RBER) (e&%)
HK$’ 000 % HK$’000 %
TART Bl FHET ERid
Within 6 months 618 A& 12,131 100 1,151 100

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.

AEE-RETFTEELMEAZ2EAE

EH -

AEBEZREFIAZ RERIBIEE XM
ERANEESRMIID BN KA
FE - AKEWEREE S ERIRR
HERAEMERRREMRAGEER
2 BSRIGFRARLEEE °



WA R A — B - ERRE

9. TRADE PAYABLES 9. EFZEMNRIE
An aged analysis of the Group’s trade REBZESRENRERBREBHTEH
payables at the end of the reporting RO

period is as follows:

30 June 2017 31 December 2016
—Z2-tHXA=+H —E-R"F+ZA=+—H
(Unaudited) (Audited)
(RECER) (e&%)
HK$’ 000 % HK$'000 %
FER ARk FHET ERid
Within 1 year —%F R 2,001 100 1,931 100
The age of the Group’s trade payables REEE HENFIAZ RERBREBERRE
is based on the dates of the goods MR EREE BEHE - EFEAK
received or services rendered. The HR%2LIER -

trade payables are non-interest-bearing.

17
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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:

10.RAREE

RIS HTTAE R - AR E IR B R
RIEHBRZIARABEET

30 June 31 December
2017 2016
—E—tF —E-R
+=—A
~B=+H =+—H
(Unaudited) (Audited)
(REBER) (fe5&z)
HK$’ 000 HK$’000
FET FAT
Guarantees given for mortgage BLiR 1T M)A~ 5 B ¥ 3
loans granted by banks to ETER#tHZ
certain purchasers of the RIBERAEZ
Group’s properties BR 139 139
PLEDGE OF ASSETS 1. EEEF

The Group had utilized bank loan
facilities amounting to approximately
HK$17,838,000 (31 December 2016:
HK$21,773,000) as at 30 June 2017.

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 2017, the amount
of investment properties and trade
receivables under pledge were
HK$401,912,000 (31 December 2016:
HK$387,548,000) and HK$56,000
(31 December 2016: HK$1,151,000)
respectively.

KRB+ EXA=+R A£EEH
FRITRL & #4917,838,000%8 70 (= F
—RE+-A=+—8 21,773,000/
Jo) °

AEEETREMENESHERIED
ERRAESAEB R —2BIE=F
PAMRITERE - Uboh > KRR REH
—HEERRITAZFRITHERKE
R o

R-BE—+EXA=+H EFAH
HEMENRBESIRRREZESEA
401,912,000 T (Z T —XF+=A
=+—H 387,548,000/ 7t) }56,000
BEr(ZZE—R"E+=_A=+—8":
1,151,000/ 7T) °



12. OPERATING LEASE COMMITMENTS

13.

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 2017, the Group had total
future minimum lease payments under
non-cancellable operating leases falling
due as follows:

WA R A — B - ERRE

12. B8 E RN RIE

AEBEBBEEHEOLHEARETERQ
EME FBEEZRANTF —EMF -

RZZE—tHFXA=TH RENTF
HIMBE TR EHEY  A5E
ZARENREBRSLENT

Group
rEE
30 June 31 December
2017 2016
—E—+tF —T—RF
RXA=+RH +tZA=+—H
(Unaudited) (Audited)
(REER) (EEZ)
HK$’ 000 HK$'000
FHExT FHET
Within one year R—FRX 1,999 2,039
In the second to fifth years, FE_EFERF
inclusive (BIEEEMS) - 818
1,999 2,857
COMMITMENTS 13. 7 4E
At the end of the reporting period, RBETHEB  AEBEERREYEME
the Group had contracted, but not BZRETRRERIA Bl REE 2
provided for commitments in respect EX)E1,446,0008 L (ZE—RFE+ =

of construction works relating to
investment properties amounting to
approximately HK$1,446,000 (31
December 2016: HK$1,746,000).

A=+—H :1,746,000/87T) °
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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
EMEAFRRQE)(“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, both GZ Zheng
Da and its foreign partner, Zheng
Da Real Estate Development
Company Limited (1F X 5 # & 7
#EHRRAAE)(“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, i
FRMWERBELLERR (“EFH
") 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 namely #% 5
WEREBELEAERQA (BB
&), a privately owned enterprise,
which acquired certain assets
(but interest in GZ Zheng Da not
included) from #F B 1 some years
ago, claimed that it had taken up
certain interest in GZ Zheng Da
from # % B 1, but that was not the
case. As such, in late December
2008, GZ Zheng Da served a writ
against # /5 fL{& at the Guangdong
Provincial Guangzhou Municipal
Yuexiu District People’s Court (&5
BEMTHFEARER) (“Yuexiu
Court”) demanding for confirmation
of disqualification of 5 fA7® from
the sino partnership (if any) of the
subject joint venture.

14. 575

(a) ZIER A FDRE w2 G B

MIEAFEREER AR ([EIM
EXRDZAERRA—-NA=F
TZRA=+—HEZZEZENFT+Z
A=+—RLENFRBM+IF XA
RIBERINE VBT EM — T3 R B A
RHEMZER - R_TTNF+ =
A BINEXREIINEAEDTIAE
WEREERAR ([FEEBEXNDY
EHREMNEREREGEXZHRE R
BERERAFHRTEF A%
NF-A—BRER BEHEERFEH
ERZEEERR (TBAEBER]) - (F
T EBESEMOMIEER - Bit
EREGAERE - »m—TH BHES
—HERBAEFEHERBEEEAR
RA([BELE]) 20X (ZARR
RERR ZEMERUERECE
AETEAE(BABEEMERZE
iEm) BEACCEFSEAREGE
MIERZ #s - BELRES - B
Bk BMERRKR -ZZENF+ =
ATAAREREEMMESRA
RoEbE (TBFRER]) - 2RER
BEMELCEEMaERE 2P
TERWAE) -
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14.LITIGATIONS (Cont’d) 14.5F =R (48)

(@) (Cont’d) (a) (&)

The relevant judgement was issued
in July 2009 with rulings endorsing
the forfeiture of the partnership
qualification and legal entitlements
of BE A1 in the subject joint
venture. # B fL 7 then filed
an appeal petition (the “Zheng
Da Appeal”) at the Guangdong
Provincial Guangzhou Municipal
Intermediate People’s Court (FER &
&M T A A RSERT) (“Guangzhou
Court”) in August 2009. A 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.
Both GZ 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 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 in proper manner was
received up-to-date.

BHRZARER-_ZZAFELARM
REBELEEREAEHESERE
REEERMARERN - AR BE
RER—ZZNENAREREE
M RARER ([EM T H B
RHEFTERLEHFD - R-Z2ZT
NETAETT —REARILEE
TR - BMEAMBEBLEKR
AR WE) O T e B AR 5 AR B oh BDE
BRREERVEEFELZEEAN
FOR o BINEXREBIERTE R
Bt A B855I IR IE SR BEM T B
HEBRERZ BT EERRIE
BRERFHRERLEHFELERM
ERLEBRZHAR - BARIET
18 Z 5 i AR U 21 48 B IE =0 /9 R X

R e
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14.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 remains optimistic in
obtaining a favourable judgement
in the Zheng Da Appeal.

the
and events

Further details about
developments of,
incidental to, the Zheng Da Appeal
were disclosed in the Company’s
announcements dated 25 March

2013 and 27 June 2017.

In October 2013,
Municipal Administration of

the Guangzhou

National Resources and Property
Bureau (BMHE+ERNEEE
2 /®) (the “Property Administrative
Bureau”) issued two rulings on
property demolition (FFE#FERE
£) (the “Compensation Rulings”)
to GZ Zheng Da pertaining to two
compensation and resettlement
cases for property demolition
(FEHFBMELZEME). The
Compensation Rulings concluded
that GZ Zheng Da was liable to
pay an one-off cash compensation
in an aggregate amount of about
RMB27,600,000 (equivalent to
HK$31,740,000 as at 30 June
2017) (the “Cash Compensation”)
to a group of claimants (the
“Claimants”).

14.5F 32

(&)

) (#&)
ZRIMEREGNR-_ZZNFL
RAEHZE#R - BR EFTRAM LR
EREFENEERERERA RS
B MERBEREENER - K
NRAYELER EREHEPESER
HRAIINGER,

FREFZEBRFRBREEZESED

REBA-_ZT—=F=A=+HA

E—_FE—+tFRNAZF+EtHZAR
’\/‘tmﬁﬂi °

RZZE—=F+A ENWELE
BNMEEEER(BEER] ME
EEREFAEZTEER MEMIE
REIMHOERFBRAESE ([MWHE
RED cHERERE  EMERX
AR—THRA(RRAD EXMA
— R4 RE L A R®27,600,0007T
(R=—ZT—+tFXA=Z+HHER
31,740,000 7T) WA E ([He
wE] -
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14.LITIGATIONS (Cont’d) 14.5F =R (48)

(b) (Cont'd) (b) (#&)

In March 2014, the Guangzhou
Municipal People’s Government
(BT ARB) (the “Guangzhou
Government”) issued two rulings on
administrative review (1T AR
EZE) 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 (1TH#EEZ)
declining the appeal made by the
Claimants against the Guangzhou
Government's rulings.

In December 2015, Guangdong
Provincial Higher People’s
Court (EREBB/ARER)
(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. As at the
date of this report, the re-trial was
not yet heard.

RZE—WMF=A BMTARRK
JF (TN T B 1) 34 /A ) 77 78
BREE - BUEMERTE - Bt &
MERNESWEZEEDHER

MRZE—RFRA BMHHER
MHMBITHRHESE - BE A RA
5 BN T R 5 B0 B AR o

REZ-—RAF+-R BERESHA
RZER ((BRERKE]) RAHMIEAT
BEESE - SR EMNH R
R RS EMTPRBER
RAEHEM TG EE S LF -
RAREAH  BEHKRFER -
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14.LITIGATIONS (Cont’d)

(b)

(Cont’d)

Taking into account the latest
rulings granted by the Guangzhou
Government, the facts and legal
grounds substantiated, and the
opinion given by the PRC legal
counsels and adviser, the Company
remains optimistic in obtaining
a favourable judgement in the
re-trial.

In 2011, two plaintiffs, together
with Chongqing 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 =
[F4t47). 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 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.

(b)

14.5F =R (48)

(%)

& RN TR B M RFEE
BREBNEEIORRKE Uk
BORRBEHGALNER  AARY
EBBRTESENHOARTES -

RZTE——F WMERE ERE
ERSBEHERAEERAR(EE
HMB]) (BAAARZEEZEWS
REDUNE=ZREHH  —FEMR
USSR ERME=7(£=
IR - ZERMFEEEAR
EREEREHBEENT ZEMT
EE -N-T—Z=FNA BMoF
BT BEEBFERNE= XN
FERTF B 4 A R ¥10,500,0007T °
EERTERNMBEREEENER
= B # ¥ N T BT 8 FRIZ AR
EFe



14.LITIGATIONS (Cont’d)

(c) (Cont'd)

In June 2015, the Guangdong Court
upheld the Guangzhou Court’s
rulings but the claim that was
liable to be borne by CQ Smart
Hero was reduced to approximately
RMB4,200,000. The Guangdong
Court’s rulings are final and
absolute unless being revoked by
judicial review (f828).

The PRC legal counsel of CQ Smart
Hero was of the view that judicial
errors were made in the Guangdong
Court’s rulings and therefore were
justifiable for pursuing judicial
review (%) with an aim to
revoking its rulings. 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, and
a provision of the same amount has
been fully made in the Company’s
consolidated financial statements
for the year ended 31 December
2015.

Since then, CQ Smart Hero is in
the process of negotiation with
the Third Party for settlement
arrangement, and hence the claim
remained unsettled as at 30 June
2017.

(©) (7

WA R A — B - ERRE

14.5F =R (48)

b

7)

R-ZZ—RENA  BRESRES
EMTARRAORAY  BEEEBEX
EMERERBD ELH AREA4,200,000
TL e BRASRNETRERRT
BrIEC IR |G o

EEBBOTEEEEMRR  BER
el EFERDERER - Bt
SREEURHEELHATRAEMN -
R EEBBEBEEEERR
RAR MEEHNBRINFERAR
ERERAEBBERTEMNERS
KR ENE (WE) WRENH
BESKEE-

RoE—XE—B EMNTEEYS
RREeBIEHIELHARES, 743,000
T UERARRREBEE—_ZT—F
FE+-_A=+—BULFERAHK
HROTHBEERSRE -

Bt EEBBEEREN LR
F=TER - At RZFT—LFRX
H=1H8 ZBRREBEMAREE -
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14.LITIGATIONS (Cont’d)

(d) In April 2014, two civil claims were

filed against CQ Smart Hero by a
third party (the “CQ Third Party”)
at Chongqging Municipal Yuzhong
District People’s Court (EET™
A @ ARERT) (the “Yuzhong
Court”) for an aggregate amount of
about RMB5,167,000 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 and March 2015, the
Yuzhong Court respectively ruled
that CQ Smart Hero was liable
to compensate to the CQ Third
Party in respect of both claims
(the “Claims”). CQ Smart Hero
then filed two appeals against
the Yuzhong Court’s rulings at
the Chongqing Municipal Fifth
Intermediate People’s Court (BEM
ERPHRARER) (the “Chongging
Court”).

In May and August 2015, both
appeals raised by CQ Smart
Hero were turned down by the
Chongqing Court. The Chongqing
Court’s rulings are final and
absolute unless being revoked by
judicial review (£%).

14.5F =R (48)

dR=ZZF-—WEEA —FHE=F

([BEEE=FREETAPEA
RER (MR @AR]) i 8sEH A
R #5,167,0007T il FE 5T F B R Ak 24X
HEBRRFIREMBEBREEE R
BZESK EEFZIREER
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AIZHEAR (MY BERETIE
ERE-FEF-HBEIERHZF]
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ERARERE EEMTEARME
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14.LITIGATIONS (Cont’d)

(d) (Cont’d)

The PRC legal counsel of CQ Smart
Hero was of the view that judicial
errors were made in the Chongqing
Court’s rulings and therefore were
justifiable for pursuing judicial
reviews with an aim to revoking
its rulings. CQ Smart
Hero, and due

However,
after careful
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.

The aggregate amount payable
by CQ Smart Hero for the
Claims would be approximately
RMB2,467,000, and a provision
of the same amount has been
fully made in the Company’s
consolidated financial statements
for the year ended 31 December
2015.

In September 2016, CQ Smart Hero
fully settled the Claims to the CQ
Third Party for discharging its legal
obligations in full.

14.5F 32
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14.LITIGATIONS (Cont’d)

(e) During the year ended 31

December 2015, the Guangzhou
Urban Management Integrated
Enforcement Bureau Yuexiu
Sub-Bureau (BINTHTERLES
BERBFEHB) (the “Enforcement
Bureau”) issued a ruling on
administrative disposition of illegal
erection (BERETHERRE
=) (the “Ruling”) to GZ Zheng
Da to the effect that a 2-storey
non-permanent commercial podium
with a total usable area of about
14,700 square meter situated in
the Yuexiu District was required
to be demolished by GZ Zheng
Da. In the Ruling, the Enforcement
Bureau concluded, inter alia, that
the subject property was deemed as
an illegal erection as its occupancy
permit had been expired. The
Ruling, however, did not elaborate
further why the renewal of the
occupancy permit was not granted.

14.5F =R (48)

© BE-F—R4+-A=+—AL

FE CBENTMHTEESEANED
WESB(THERB]) mEMNE K
HEZBETREREREE ([RE
Z2)) BREMNEAFBRLRABSE
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£ o R SRESWAFHMBIREA
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14.LITIGATIONS (Cont’d) 14.5F =R (48)

(e) (Cont’d) (e) (&)

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

As such, GZ Zheng Da, together
with six co-operative parties,
served a writ against the Ruling
at the Yuexiu Court in November
2015. The petition was declined
by the Yuexiu Court in May 2016.
GZ Zheng Da, together with six
co-operative parties, filed an
appeal against the Yuexiu Court’s
ruling at the Guangzhou Railway
& Transportation Intermediate
Court (BEMEKERTHER) (“GZ
Railway Court”) in June 2016. In
May 2017, the GZ Railway Court
made a ruling and rescinded both
the Yuexiu Court’s verdict and the
Ruling. Accordingly, the 2-storey
non- permanent commercial
podium owned by GZ Zheng Da
is not subject to demolition at this
stage.

BERNDERSBREERNIE
KA - HE WA BEBTH
FIESHEARE - 2R - B - 5H
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b ERER AR 2 RAEEKAR
SEYMREIWBMAES o UEID - EINIE
RE - WERBEEREAR AR
REFEVIRM  (ERRTRI RS A S IRE
BEY ARNMETSRRIERE
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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$2,827,000 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.

5. BEALRS

BRAFBREEMHFRZBEALRS
REABEALETIN  REETRHEE
HEEFERZFB L H2,827,0008 7T ©
BE EEERNFRAETF7.821E -



REVIEW OF RESULTS

The Group’s consolidated turnover for
the Period was HK$19,323,000, which
is almost the same level compared with
the same period last year (30 June 2016:
HK$18,088,000). The Group’s profit for the
Period was HK$484,000 (30 June 2016:
HK$295,000). The Group’s loss attributable
to equity shareholders was HK$3,142,000
for the Period (30 June 2016: loss of
HK$2,448,000).

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 15-storey
commercial building, is situated at the most
prime commercial area at Chaotianmen
(88 X P9), Yuzhong District (i / [&),
Chongqging (B ). 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.

WA R A — B - ERRE
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BUSINESS REVIEW (Cont’d)

The property interest in Guangzhou
(BMT) is situated at the most prime
commercial area in Yuexiu District (i
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 (FEHFAEL), to the
south of Daxin Road (K¥TE&), to the north
of Yede Road (—#2%) and to the west of
Xieen Road (F#{Z ), Yuexiu District and
is wholly owned by Guangzhou Zheng
Da Real Estate Development Company
Limited (BT 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 #
EEWEMBELERA (“"BFBER"), a
state-owned enterprise, as the Sino partner
in Guangzhou in December 1993. Since
its formation, #M75 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 )
EEREMmAHA) (the “Enforcement Rules”)
executed in 1994, WFEE D 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. #F&EPis an
independent third party.

KMo ()
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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 2018 at an aggregate consideration
of RMB1,361,100,000 (approximately
HK$1,565,265,000 as at 30 June 2017).
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 26 May 2017 (primarily refers to
the deferment of the long stop date for
completion of the acquisition from 31
March 2009 to 30 June 2018).

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.

WA R A — B - ERRE
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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 BFEE, its
sino partner and a state-owned enterprise,
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 B HE
FEEEBRAR (“BEDR"), a privately
owned enterprlse which acquired certain
assets (but interest in Guangzhou Zheng
Da not included) from BFEEH® some
years ago, claimed that it had taken up
the interest in Guangzhou Zheng Da from
WA, but that was not the case. As
such, In late December 2008, Guangzhou
Zheng Da, served a writ against #EFLT
at the Yuexiu District People’s Court (#75
& A REBRT) demanding for confirmation
of disqualification of #EH®E from the
sino partnership (if any) of the subject joint
venture. Details of which are disclosed in
Note 14(a) to the unaudited consolidated
results of the Company above.

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

Public Database of GZ Zheng Da
Corporation Information indicates
information of alleged “Liquidation
Provisional Filed GEEEXR)”

Pursuant to the Provisional Rules of Public
Notice of Corporate Information of People’s
Republic of China (FZEARLFEREE
BATRETTIED]) newly enacted in October
2014, the Public Database of National
Enterprise Credit Information (Guangdong)
i.ﬁ:%{nﬁﬁ{mg/\/—r\% (Fi)

GZ Zheng Da downloaded in March 2015
reveals certain newly appeared information
under the Provisional Filing Information
Column (BZEFSME) viz “Liquidation
Information (EH{2E)”, “Liquidation
Officer-In-Charge He Wei ((FE&&
AfA{E)” and “Member of Liquidation
Committee Guangdong Guoding Law
Firm (BHEAMNKE ERESEZMELM".
With effect from August 2016, the Public
Database of National Enterprise Credit
Information (Guangdong) (2B (FH1E
BARES (BEFR) ) was restructured as
the Nat|onal Enterprlse Credit Information
Publicity System (BIRG®ZEEREEAT
Z#%) with a more user friendly reporting
format. Since August 2016, the Guangzhou
Administration for Industry & Commerce
Bureau (EMM IEITHEIER) (the “AIC
Bureau”) ceased to provide public search
service for Business Record Information (7
£%E:2{55). The new National Enterprise
Credit Information Publicity System (EIZX
TEEREFERATRESL) on GZ Zheng Da
downloaded in March 2017 contained
similar information as disclosed in former
reports including “Member of Liquidation
Committee Guangdong Guoding Law

Firm (/55 4R B IR B & 22 60 5 75 Fr) 7
In addition, the new report reveals that

the registration status (FiRikEE) of GZ
Zheng Da is “enterprise in business (open)
(fr& (F2%) 3%)” and the authorised
representative (EERFA) is “Ho Kam
Hung”.
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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
Provisional Filed GEEER)” (cont’d)

According to the Corporate Registration
Information Memorandum ((REEEER
) obtained from the AIC Bureau by GZ
Zheng Da (being exclusive information
to the subject corporation), a third party
namely Guangdong Guoding Law Firm
(ERBESERMEMRFT) (“Guoding”) filed
an Application Form for Notification of
Change (Provisional Filing) of Foreign
Investment Enterprise (JMNEIRE RS
(%) BLHRFESE) (the “Application
Form”), together with a copy of purported
order of the Guangzhou Court (BER
EEMTRRARZERREE) (the
“Purported Court Order”) as supporting
to the AIC Bureau without
the prior acknowledgment nor consent
of GZ Zheng Da in September 2011. The
Application Form requested for filing
of “Provisional Filing of Member of the
BEAKE R
%)” and “Provisional Filing of Liquidation
Officer-In-Charge (EEBEAER)" 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 (EEEBRSAERBEM - #0X
HEMERETER).

document,

Liquidation Committee
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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
Provisional Filed GEEER)” (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 #EF®D, 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 #EF®E unlikely meets
the pre-requisite conditions for filing a
liquidation petition against GZ Zheng Da
pursuant to the prevailing company laws
and regulations of PRC.

EEBERRAR A E— LR ES
HEMEXRBHZFBENEE2E ()

EMEXREEEELATRARKHRABIEE
BRIEE (#)

BEMNIERMAARAER - BEEREE  EF
S HE TR B S fr] i%?ﬁ?@ﬁ’ﬁﬁMEﬁgﬁ CE
BINVEBRBELUBRE - EMERXREBIE
K(VEEJ’? ||IE7(1OO°/0F”‘%§/\)7TWZK
NAMER - PEAHOR A WE R E AR HEAE
AT ERMERRIEE /VERF  AEMT
Rt EREE2F B ([MEE
HEFRMGDWRFE  FEEIHAR &2
(BEMBERATHEUEENGS) 3
iﬁﬁii ARBREMERGHE—FF
L BEESEERENTHRRE H K
NERKEEEMBEEZFEGONENM
[AFABARE] (B2 RBHRBRE) -

mi}

\

N

RIBABEERRE - FBBFE2FRATH
BELE(—RE=D BRAEEEMERX
A e S R H A Rl - TR 2 M
EREERA) A - it - BN IEAK
HEDEEZBEERR - RERTOHPEIRE
RIER - BELEY NAEBERGERE

Ak O

MNEXRERBEEE

37



38

Zhong Hua International Holdings Limited Interim Report 2017

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

Public Database of GZ Zheng Da
Corporation Information indicates
information of alleged “Liquidation
Provisional Filed GEEER)” (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 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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ALLEGED “LIQUIDATION PETITION”
AGAINST GZ ZHENG DA (cont’d)

Public Database of GZ Zheng Da
Corporation Information indicates
information of alleged “Liquidation
Provisional Filed GEEER)” (cont’d)

According to the relevant provisions of
the Rules of Administration of Company
Registration of People’s Republic of
China (PEARKMBE R EEDEE P
(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 =f#
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
provisional filing under concern should be
rendered “application declined (FAFER[E])".

The business of GZ Zheng Da remains as
usual and GZ Zheng Da’s latest tax return
was filed in June 2017. 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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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 Relocation (& A)
(the “Qualified Person”) (which was
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#&
EEN) (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 (BEF
BEFA]E) (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 and relocation (EETFB L
A) (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 committee of GZ Zheng Da (&
MIEREHA)" (the so-called “Liquidator”)
as the secondary Qualified Person (%
Z##®A) and the secondary Qualified
Contractor (B =FBEMEN) in addition
to GZ Zheng Da which remained as the
primary Qualified Person (88—#7#& A) and
primary Qualified Contractor (E—1F2 &
MEE ). The Demolition Extension Notices
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”).

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 was 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)

As such, an inhabitant to be vacated (#%#f
#BA) (the “Plaintiff”) filed administrative
pleadings (fTIXF7A) 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 the 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 the
demolition business. The Yuexiu Court
dismissed the petition of the Plaintiff in
August 2014.

Both GZ Zheng Da and the Plaintiff
then filed administrative appeals (fTH_E
#F) against the Property Administration
Bureau at the Guangzhou Court (the
“Administrative Appeals”) thereafter based
on similar grounds above. In June 2015,
the Guangzhou Court issued the ruling
on administrative proceedings (TTEHIR
&) upheld the Yuexiu Court’s ruling. The
Plaintiff then lodged a judicial review (T
FA5F) against the Guangzhou Court’s ruling
at the Guangdong Court, but the judicial
review was declined by the Guangdong
Court.
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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 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 Provisional Filed (/& &
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 (2 A RH
/A &A17%), which do not include demolition
and relocation businesses; (viii) a liquidator
does not possess the pre-requisite
qualifications (ffF& &) 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 fundamentally does not
provide that “the demolition activities
should be executed by the liquidation
committee”.
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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 2017 amounted to
HK$54,494,000 (31 December 2016:
HK$65,169,000). As at 30 June 2017 and
31 December 2016, there were no pledged
deposits.

As at 30 June 2017, the Group had
outstanding borrowings of approximately
HK$91,415,000 (31 December
2016: HK$92,791,000) comprising
interest-bearing bank loans amounted
to HK$17,838,000 (31 December 2016:
HK$21,773,000), and loan from a
director amounted to HK$73,577,000 (31
December 2016: HK$71,018,000). Of the
Group’s interest-bearing bank loans, 42%,
38% and 20% 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 2017, the secured bank
loans of HK$17,838,000 (31 December
2016: HK$21,773,000) of the Group bore
interest at floating interest rate, out of
which HK$1,040,000 (31 December 2016:
HK$2,630,000) and HK$16,798,000 (31
December 2016: HK$19,143,000) were
denominated in Hong Kong dollars and in
Renminbi (“RMB*), respectively.
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FINANCIAL REVIEW (Cont’d)
Liquidity and financial resources (Cont’d)

The Group’s gearing ratio as at 30 June
2017 was 0.02 (31 December 2016:
0.02), calculated based on the Group’s
interest-bearing bank and other borrowings
and loan from a director of HK$73,577,000
(31 December 2016: HK$71,018,000)
over total assets of HK$4,282,331,000
(31 December 2016: HK$4,135,706,000).
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.
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FINANCIAL REVIEW (Cont’d)
Pledge of assets

The Group had utilized bank loan
facilities amounting to approximately
HK$17,838,000 (31 December 2016:
HK$21,773,000) as at 30 June 2017.
The loans were charged by the Group’s
investment properties and corporate
guarantee executed by the Company.

Contingent liabilities

As at 30 June 2017, guarantees given for
mortgage loans granted by banks to certain
purchasers of the Group’s properties
amounted to HK$139,000 (31 December
2016: 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”).
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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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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 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 supplementary

the Second Tranche,

agreements and extension agreement to the
effect that the Long Stop Date was deferred
to 30 June 2017.
In June 2017, the Purchaser and the
Vendors, entered into the Second Extension
Agreement on 26 May 2017 to further
extend the Long Stop Date to 30 June
2018 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 2018, both days inclusive.
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EMPLOYEES AND REMUNERATION
POLICY

The total staff cost for the Period was
HK$3,460,000. The Group employed
about 30 full time staff in Hong Kong,
Chongqing and Guangzhou as at 30
June 2017. 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

Looking ahead to 2017, all eyes are on
the new Trump administration of the
United States (“US”) for his”America First”
policy and the Federal rate hikes that may
impact on global markets. The “America
First” policy may change the rules of
international trades, particularly trades with
Mainland China. The Federal rates may rise
at a faster pace than forecast given that the
US economy looks robust. Nevertheless,
US dollar will remain strong for the coming
year.

In Asia Pacific region, uncertainties rest
on sino-US relations under the new US
president and the political tension in
the region due to North Korean nuclear
weapon crisis and deployment of Terminal
High Altitude Area Defense system in South
Korea. All these factors will foreshadow the
investment sentiment in the region.
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BUSINESS PROSPECTS (Cont’d)

The economy of Mainland China will
show signs of further improvement in
2017. The Ministry of Finance has set
the growth target of GDP at 6.5-6.8% for
the year, which is still an encouraging
growth rate for such a large and complex
economy. The State Council will continue
its efforts on supply-side structural reforms
as well as curbs on capital outflows and
overleveraging. Renminbi will continue
to be soft in coming year. However, the
property market in Tier-1 cities remains
strong, and the e-commerce continues to
play the lead role in the consumer market.

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.
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BUSINESS PROSPECTS (Cont’d)

With strong asset backing and low gearing
ratio for the Group’s financial position,
the Group may take these advantages to
explore new business opportunities in
2017 and 2018. The Directors will also
strengthen its management expertise and
redeploy the Group’s resources for meeting
these new challenges.

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 2017, 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
(“SFQO”)) 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

WA R A — B - ERRE

EE TETHRAEBREARREAH
EWz Rz R (F)

REQXRARBZEFR

Percentage of

the issued
Capacity and Number of share capital
Name of Director nature of interest shares held HEe BT
EEHA SO RERMEE FrisRmE B BEBD L
Ho Kam Hung Through controlled 110,600,000 18.26%
(B corporation (Note 1) (Biit1)
BRIEEERE
Note: Biat -

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.

RIBEESRBERD - ([AEE PR RSAT
SMRRERN P HEEER

(i) Morcambe Corporation (— [ H & & &=
B2 17 A 210,800,0005 5 7 ©

(il FPBEARDA (KREA3/, %) FF
5287,120,0000% f 15

(iii) High Rank Enterprises Limited (##4
#)31.6%% 2 ) #5482 12,680,000/% %
5 o

53



54

Zhong Hua International Holdings Limited Interim Report 2017

SHARES IN ASSOCIATED

A0 TR EE R 2

CORPORATIONS OF THE COMPANY

At 30 June 2017, the following Director
of the Company had interests in the

RZZ—tFRA=+H " TIARRAAES
FiEA 2 AARE THE AR EKREERT

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/ AR L
K/ B&fiE  BAR BERTRA
ESpR RBZEER HBALAEE RAFEIR IAgR  #ufE Aot
Long  Short
position position
BE %R
Ho Kam Hung ~ Smart Hero Company’s Non-voting 91 - Directly 30.13
(Holdings) subsidiary deferred beneficially
Limited shares owned
i BHER RRFZ ERFE 91 - EREREAR 30.13
BRRA Mg R EERID
China Realty ~ Company’s Non-voting 91 - Directly 30.13
Investment subsidiary deferred beneficially
Limited shares owned
PEERME ARFAZ ERZ 91 - BEREGHA 30.13
REFRAR MERA BT



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
2017, 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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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 2016 annual
report. No share options were issued during
the Period.
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SUBSTANTIAL SHAREHOLDERS

As at 30 June 2017, 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:

WA R A — B - ERRE

FTERR

RZZE—+FEA=Z+8H BARBEMNE
EREBITHRAERA U FAL(RRQA
ZJEFRRTETBABRIN BEEELRIR
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S B RABRE G R S TR R W
T

Long position in shares of the Company NEQRT RO Z2HE
Percentage
of the issued
Capacity and Number of share capital
Name nature of interest Shares held HEERfT
£18 FHRERNEE FERO#E REBDE
Ye Jia Li (Note 1) Spouse 110,600,000 18.26
ERE (M) 5L
Ho Tsam Hung (Note 2) Through controlled corporation 105,600,000 17.44
8 (A a2) BBRRIBEERE
Ho Pak Hung (Note 3) Through controlled corporation 99,800,000 16.48
fiatk (Hz2 3) BRXEEERA
Liang Gui Fen (Note 4) Spouse 99,800,000 16.48
RER (M7 4) A
EC Fair Limited Directly beneficially owned 87,120,000 14.39
FHEAMBAE ERERES
Strong Hero Holdings Limited Directly beneﬁcially owned 100,000,000 16.51
(Note 5) (F1i5) ERERES
Xie Xiaoxiang (Note 5) Through controlled corporation 100,000,000 16.51
(Mizt5) BRXEEERE
Hero Crand Investments Limited Directly beneficially owned 30,800,000 5.09
(Note 6) (f7it 6) BERERESR
Leung Po Wa (Note 6) Through controlled corporation 30,800,000 5.09

(st 6)

ERTEEERA
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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

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.

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.

12,680,000 shares are held by High
Rank Enterprises Limited, which he has

Liang Gui Fen is deemed (by virtue of the
SFO) to be interested in these shares in the

TERR(H)

REDBRD 2T = (&)

Biat -

RIEEFERLPERD - EREERER(TER
ZET BEARZERN T HEERES -

RIEEFLREGD) - fEERRRUATIS
DRZER DT EEES

(i) Morgan Estate Assets Limited (— R %
HEwmlEHB 22 a) F54E 25,800,000/ ik

1/\ 5
(il PHEARLIF (—HABRAESF33, %E
2 AR)) B 287,120,0008 & 15 °

(iii) High Rank Enterprises Limited (1§ #7547
31.6%H# &) #58 2.12,680,000 8 A {7 ©

RIEEF LG - AH{AERE RAA TS
D% SRt A R

(i) PREERAF (KEAF3/ %ER)FE
2.87,120,0000% i {5
(i) High Rank Enterprises Limited (1 & 4

31.6%435) #8 212,680,0000% f% 15 -

REBEEZRHBED - RESRE B A AL
ZEFZHEMNZERG T R -

Strong Hero Holdings LimiteddXie
Xiaoxiang® & #E A °

Hero Grand Investments LimitedgiLeung Po
Waz BHEA °



SUBSTANTIAL SHAREHOLDERS
(Cont’d)

Save as disclosed above, as at 30 June
2017, 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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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, 21 August 2017
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