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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 2018 (the “Interim Results”), together
with the comparative figures for the
corresponding period in 2017, as follows:

REERPHER

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

(I AEFEDEE_T—N\F A= TLE
IERERRKEERGEEE ([HHEE] -
ER-_Z-—tFRABILERET 0T :

CONDENSED CONSOLIDATED IGLE RS
INCOME STATEMENT
For the six months ended 30 June
BEAA=THLAEA
2018 2017
—E-N\F —E—+F
(Unaudited) (Unaudited)
(REER) (REER)
Notes HK$'000 HK$'000
Mz FAL T
Revenue WA 2 24,047 19,323
Other income H A 219 182
Administrative expenses Y (14,130) (12,907
Finance costs BEEH 3 (3,500) (3,444)
PROFIT BEFORE TAX BANER 4 6,636 3,154
Income tax expense FIERAY 5 (3,521) (2,670)
PROFIT FOR THE PERIOD Eilop-gl! 3,115 484
ATTRIBUTABLE TO: BER:
Ordinary equity holders of the Company AAREBEREHREHE A (1,172) (3,142)
Non-controlling interests FERES 4,287 3,626
3,115 484
LOSS PER SHARE ATTRIBUTABLE TO ADAEBER
ORDINARY EQUITY HOLDERS OF BRBEA
THE COMPANY ELERER 7
- Basic - HK(0.19) centsE 4l | HK(0.52) cents/S 1l
- Diluted ~#E HK(0.19) centsi 4l | HK(0.52) centsi& 1l
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CONDENSED CONSOLIDATED HHEE
STATEMENT OF COMPREHENSIVE

INCOME

2E W ER

For the six months ended 30 June

HEAA=THLEREA

2018 2017
ZB-N\F —T—t%
(Unaudited) (Unaudited)
(REEK) (REER)
HK$'000 HK$'000
TER TER
Profit for the period R e A 3,115 484
Other comprehensive income/(expense) ~ Ef12EWE /(%)
Other comprehensive income/(expense) to K\G& 1€ H[5 Z #7 748
be reclassified to income statement in Bhm k2 AM
subsequent periods: 2ENE(B%)
Exchange differences on translation BMEBNEBREHN
of foreign operations R =R (53,293) 101,998
TOTAL COMPREHENSIVE INCOME/ HE2EAKE/ (BAX)
(EXPENSE) FOR THE PERIOD (50,178) 102,482
Total comprehensive income/(expense)  2E AW/ (%) HER
attributable to:
Ordinary equity holders of the Company ~ ADRFEBREZFAEA (17,088) 27,104
Non-controlling interests eSS (33,090) 75,378
(50,178) 102,482
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CONDENSED CONSOLIDATED AR S BB OR &
STATEMENT OF FINANCIAL
POSITION
30 June 31 December
2018 2017
—E-N\F —E—tF
AA=tB TZA=T-H
(Unaudited) (Audited)
(REER) (BEZ)
Notes HK$’000 HK$’'000
Wizt TAR FET
NON-CURRENT ASSETS FRBEE
Property, plant and equipment ME - BEIEE 4,811 5,028
Investment properties BEME 4,401,400 4,476,000
Total non-current assets FRBEELE 4,406,211 4,481,028
CURRENT ASSETS RBEE
Properties held for sale BERENE 36,692 37,314
Trade receivables B S ERZIE 8 21,181 1,187
Prepayments, deposits ANTIE BER
and other receivables H i fE W A 12,771 13,638
Cash and bank balances BeMBIER 69,413 82,084
Total current assets RBHEERE 140,057 134,223
CURRENT LIABILITIES RBEE
Trade payables ZHRTHE 9 (2,103) (2,129)
Other payables H A B IR K
and accruals Rt B (E (41,669) (40,992)
Tax payable FERRIE (51,271) (50,173)
Interest-bearing bank borrowings FERGEE
(6,960) (6,874)
Total current liabilities REaEeE (102,003) (100,168)
NET CURRENT ASSETS REYEEFE 38,054 34,055
TOTAL ASSETS LESS CURRENT BEERRDAER
LIABILITIES 4,444,265 4,515,083
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CONDENSED CONSOLIDATED
STATEMENT OF FINANCIAL

E RS M RR R (&)

POSITION (Cont’d)

30 June 31 December
2018 2017
—Z-0\f —T—+tfF
~A=1H +-A=+-H
(Unaudited) (Audited)
(RBER) (BER%)
HK$'000 HK$'000
TR TRT
NON-CURRENT LIABILITIES FRBEME
Loan from a director EEEN (75,496) (76,776)
Due to a director ENESHE (184,568) (183,840)
Long term other payables Hit REBEMNRE (137,283) (137,622)
Interest-bearing bank borrowings FERITEER (3,787) (7,409)
Deferred tax liabilities EIERBEEE (951,493) (967,620
Total non-current liabilities FrBEBEEE (1,352,627) (1,373,267)
Net assets FEE 3,091,638 3,141,816
EQUITY B
Equity attributable to equity holders of RAEEzmFHAE A
the Company Bl R
Issued capital BEITHRA 15,140 15,140
Reserves & 878,569 895,657
893,709 910,797
Non-controlling interests R 2,197,929 2,231,019
Total equity BRER 3,091,638 3,141,816
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CONDENSED CONSOLIDATED

STATEMENT OF CASH FLOWS

HREERERERR

For the six months ended 30 June

HEAA=THLEREA

2018 2017
—B-N\¥ it Sl o2
(Unaudited) (Unaudited)
(RBRER) (Rig&ER)
HK$'000 HK$’000
TER AT
CASH FLOWS FROM OPERATING BEXBZRERE
ACTIVITIES
Profit before tax AR 6,636 3,154
Adjustments for: HEER
Finance costs BBER 3,500 3,444
Interest income FEKA 117) (85)
Depreciation e 139 127
10,158 6,640
Increase in trade receivables B 5 RYFIAEM (19,994 (10,980)
Decrease in prepayments, deposits BERTE RERAMRY
and other receivables HERD 133 136
Increase/(decrease) in trade payables & % EMFIEEZ I,/ (i) (26) 70
Increase in other payables HtEAFIERESEE
and accruals #0 1,411 653
Exchange differences on translation of B EFHNEK 7 EH 25
foreign operations (413) (642)
Cash generated from operations BExBmEZRE (8,731) (4,123)
Interest received BRI & 117 85
Interest paid BERFHE (422) (617)
Overseas taxes paid BRI (1,505) (776)
Net cash flows used in BEEEMAL
operating activities Henefs (10,541) (5,431)
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CONDENSED CONSOLIDATED

HREERERERK (F)

STATEMENT OF CASH FLOWS (Cont’d)

For the six months ended 30 June

BEAAZTHLEAREA

2018 2017
—E-N\F —E—tfF
(Unaudited) (Unaudited)
(REEX) (REEEZ)
HK$'000 HK$'000
BT FAET
CASH FLOWS FROM INVESTING REEFBHZRERE
ACTIVITIES
Additions to investment properties REREM%E - (399)
Net cash flow used in an BR—EEEEH
investing activity RengFd - (399)
CASH FLOWS FROM FINANCING REEBHZRERE
ACTIVITIES
Repayments of bank loans ERETER (3,298) (4,720)
Increase/(decrease) in an amount due toa  JENEZFIEL M/ (FD)
director 582 (2,141)
Increase in long term other payables RHEVE B R FRIASE N 1,502 104
Net cash flows used in BMEEHA
financing activities ZREREFRE (1,214) (6,757)
NET INCREASE/(DECREASE) IN CASH ReRRELEEEE
AND CASH EQUIVALENTS g/ (Hd) B8 (11,755) (12,587)
Cash and cash equivalents FNZRER
at beginning of year Be%EER 79,684 65,169
Effect of foreign rate changes MNEEXZ 2 HE (876) 1,912
CASH AND CASH EQUIVALENTS ERZBALR
AT END OF YEAR ReZEER 67,053 54,494
ANALYSIS OF BALANCES OF CASH ReRBRLEHE
AND CASH EQUIVALENTS HE &R
Cash and bank balances B RFTLH% 67,053 54,494
Time deposits EHER 2,360 -
Cash and bank balances as stated in the BB 4R & BT AR R BT
condensed consolidated statement of B E RBTES
financial position 69,413 54,494
Time deposits with original maturity of BWERRISHARA
more than three months when acquired “AARNTESHER (2,360) -
Cash and cash equivalents as stated in BREEREMERMIIMN
the condensed consolidated statement of 84 RIS =HIEH
cash flows 67,053 54,494

9
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1.

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 2017, 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 2018:

Amendments to HKFRS 2 Classification and Measurement
of Share-based Payment
Transactions

Amendments to HKFRS 4 Applying HKFRS 9 Financial
Instruments with HKFRS 4
Insurance Contracts

Amendments to HKFRS 15 Clarifications to HKFRS 15
Revenue from Contracts with
Customers

HKFRS 9 Financial Instruments

HKFRS 15 Revenue from Contracts with
Customers

Amendments to HKAS 40 Transfers of Investment Property

HK(IFRIC)-Int 22 Foreign Currency Transactions

and Advance Consideration
Amendments to HKFRS 1 and
HKAS 28

Annual Improvements
2014-2016 Cycle

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.

RHEEERTESHEE

NERGAEPHMEREERBESS
TR ([HKAS |) 253457 [ 2 B1 7% 3R
EIREN -BRTUTSFEARERER
—E-N\F-A-AKZEMRBNE:
AR SR B IR AT /] RSB ST BB B
T4 28| ([ HKFRSs ] + b8 $EHKASS
M2E)  REARPHHFERERAMRAD
CHBREMGRUAEENEEE T —+
F+-—A=Z+—ALEENEEHHIER
K8

HKFRS 2 (5]7%) REZTHER 527812
HKFRS 4 (5]7%) JEFHKIRS 9% 8 TALHKIRS 47

BAH

HKFRS 15 (63]%) HKFRS 155 P4 U255

HKFRS 9 #EIR

HKFRS 15 EPE AU

HKAS 40((831 %) BERENE

HK(IFRIC)-2 822 NEZEREANE
ZE-WEEZE-RNE KRS 1 R HKAS 2880557

BEERmE

SR HT AT OG5 2T HKFRSS 9 0 1 R 34 75
& 5t AR B 1 B a1 AR 2 A R R
RRLMEARE - AL - BAHBE
AR e R -
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2. OPERATING SEGMENT 2. BeE/EER

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 2017.

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

MERME  ANEERAE‘RZRED
DEBEM - MEARSEEDRWT

() MEREDE  pBEREELK
ANENRAPEARKMEKRE (9
BABEDMEZRE R

(b) DEREMOE  RMEBQFREMH
EERT o

MESE RHBRERAEEARE_T
—tF+= A=+ -ALFEZHHR
RAE—H -

E & E90% A £z WAJR 8+ B K b
ZEP MY ESHMEDEER -
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2. OPERATING SEGMENT
INFORMATION (Cont’d)

2.

The following table presents revenue

and results information for the Group’s

operating segments:

For the six months ended 30 June

TERAAKER
AREBEZER

REDEER (H)

o
e

BEANA=TRLAEA

BEINARK

Property investment Corporate and others Total

VESS RARAM @
2018 2017 2018 2017 2018 2017
ZE-N\F ZZ+% ZB-\Ff “T+% ZB-N\Ff _Z+%
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) (REER) (REER) (REFR) (REBER) (REER)
HK$'000 HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
TR FhEL TERT ThEL TER ThERL

Segment revenue: M A :
Sales to external ~ HEFHREF

customers 24,047 19,323 - - 24,047 19,323
Segment results  HHEEE 17,475 14,015 (7,558) (7,599) 9,917 6,416
Other income 0l ON 219 182
Finance costs BBER (3,500 (3,444)
Profit before tax 3 &% 7 6,636 3,154
Income tax expense T3 F% (3,521) (2,670)
Profit for the period H3f & 7 3,115 484
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2. OPERATING SEGMENT

INFORMATION (Cont’d)

Information about major customers

For the six months ended 30 June 2018
(the “Period”), aggregate revenue from
four customers (2017: four) with each
of whom transactions had exceeded
10% of the Group’s total revenue
amounted to HK$24,047,000 (2017:
HK$19,323,000).

3. FINANCE COSTS

2.

REDEER (H)

FHEXEREEFZEN

BE-_Z—N\FXA=Z+tHLEREA
(B D) - REWBRF (ZE— 14
N4) 2 IR 524,047,0008 L (= F
—+t 4 :19,323,000/87C) ' MEZSEF
EIZzRZeEHEBERAEERARKA
2100/0 ©

B

For the six months ended 30 June

BEAAZTHLEAEA

2018 2017
—E-N\#§ —E—tF
(Unaudited) (Unaudited)
(REER) (RicgER)
HK$'000 HK$'000
TAR AT

Interest on: e
Bank loans BITER 422 617
Loan from a director EEEX 3,078 2,827
3,500 3,444
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4. PROFIT BEFORE TAX 4. BATEF
The Group’s profit before tax is arrived RNEBZBADEF &N (FTA) ¢
at after charging/(crediting):
For the six months ended 30 June
BEAAZTHLAEA
2018 2017
—B-N\¥ —2+%F
(Unaudited) (Unaudited)
(REER) (REER)
HK$'000 HK$’000
TR FER
Depreciation nE 139 127
Interest income FEHA (117) (85)
Income from letting of BHERETRE
investment properties mE WA (24,047) (19,323)
INCOME TAX EXPENSE 5. FiBHiAxX
For the six months ended 30 June
HEAAZTHLEAREA
2018 2017
—B-N\¥ it Sl o2
(Unaudited) (Unaudited)
(REEK) (REER)
HK$'000 HK$'000
TR TEL
Provision for the period: B -
Elsewhere Highz 3,521 2,670

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 (2017: Nil).

MR AEERHREYEETEELMER

B(ZE—LF &) -

JERT N - #UK B &8 B S B A H 3¢
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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% (2017: 25%).

INTERIM DIVIDEND

The Directors do not recommend the
payment of an interim dividend for the
Period (2017: 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$1,172,000 (2017: HK$3,142,000)
and the weighted average number of
605,616,520 (2017: 605,616,520)
ordinary shares in issue during the
Period.

During the six months ended 30 June
2018 and 2017, the Group had no
potentially dilutive ordinary shares in
issue.

5. FriSBi % (4)

H i@ FER B A BRBEAREBE L
BEBIMERRZIRELG  2EBRIE
Bl RZEEARZIBITHETE - )
B A BE AR ST 2 B B A R B IR A B R B R
25% (=ZF—+F : 25%) BF -

PR B

ExeTEBARNAMzP MRS (=
T—tEE) -

ARREBRESFAABGEER

BB

HEgREABEEDRERAAREBE
HEHE AEMLEE1,172,0008 7T (=
T— 4 :3,142,0008 0) K EIRE B %
17 B MR 2 N F 5 £605,616,5200%
~E—+4% :605,616,5208%) 5 & -

RBE-_Z-NFR_Z—EFXA
=THUEANER  AEETECEHITE
EEEEER -

15
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8.

TRADE RECEIVABLES

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

30 June 2018
—E-N\F¥XA=1H

8. EFEWFE

REEZ B HREGRIBRRE TR
ZIRE AT

31 December 2017
“F-tFt-A=t-H

(Unaudited) (Audited)
(RBER) (&%)
HK$’000 % HK$'000 %
FTHERT Bak FHET B
Within 6 months 618 A& 21,181 100 1,187 100

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

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

AEB—REFERFIEAZI2EARE
B

REBEE P EMFIA 2 FREIRIBRARE
RAFE - ARELEREE 5 BUCK
HHEFATAERRIEMERAES
Rz - EHRUIARSRERE -
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9. TRADE PAYABLES 9. EZENRE
An ageing analysis of the Group’s trade REEZE S RENFRERRE R TE B
payables at the end of the reporting RO
period is as follows:
30 June 2018 31 December 2017
—E-N\FXA=tH —EtFt+tZA=t—H
(Unaudited) (Audited)
(REFER) (& E%)
HK$’000 % HK$'000 %
FExT Bak FHET BO
Within 1 year —% R 50 2 - -
More than Hila—F
1 year 2,053 98 2,129 100
2,103 100 2,129 100
The ageing of the Group’s trade AEBEZENFIAZRBBBERRE
payables is based on the dates VIRRERBEE BRTE - BHENK
of the goods received or services BRERIEE -

rendered. The trade payables are
non-interest-bearing.
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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 - REE IR B R
RIEHBHZIARAENT

30 June 31 December
2018 2017
—E-N\F —E—+F
AA=+H tZA=+—H
(Unaudited) (Audited)
(REEER) (4e5&z)
HK$’000 HK$’000
FExT FAT
Guarantees given for mortgage BLER1T M2 5 B ¥ 3
loans granted by banks to ETERMHZ
certain purchasers of the RBEREZ
Group’s properties N 139 139
PLEDGE OF ASSETS 1. EEEF

The Group had utilized bank loan
facilities amounting to approximately
HK$10,747,000 (31 December 2017:
HK$14,283,000) as at 30 June 2018.

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 2018, the amount
of investment properties and trade
receivables under pledge were
HK$413,000,000 (31 December 2017:
HK$420,000,000) and HK$7,021,000
(31 December 2017: HK$1,187,000)
respectively.

R-ZBE—-NEXNA=1H AEEDF
BiR{TR & E410,747,0008 7T (=&
—t&F+=ZA=+—H :14,283,000%
JC) °

AEEETRENENEHERRFAD
IR AESAEE R —2BILE=T
BRAMRITRE - I KRB REF
—HBEBRRITRZFRITRERME
1* -

R-ZZBE—-—NEXA=+8 EHEY
KREMERBEGRUFBZED R
#413,000,0008 L (Z T —+F+=
A=+4+—H :420,000,000 T) &
7,021,000 T (ZE—+tF+ A
=+—H :1,187,00087T) °
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12. OPERATING LEASE COMMITMENTS 12, & & 30 49 & i

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 2018, the Group had total
future minimum lease payments under
non-cancellable operating leases falling
due as follows:

AEBBBREEHEOLHEREERQ
EME FBREZEANTF —EMF -

RZE-NFRA=+H  BERT
HMBM TR RSN A5E
ZARENREBRSLEOT

Group
rEH
30 June 31 December
2018 2017
—E-N\F —ET—tF
XA=+RH +tZA=+—H
(Unaudited) (Audited)
(REBEX) (5 5&z)
HK$’000 HK$’000
FET FHET
Within one year R—FRX 2,413 913
In the second to fifth years, S$ _-ZFERHF
inclusive (BREERWTE) 2,391 -
4,804 913
COMMITMENTS 13. 7% 4&

At the end of the reporting period,
the Group had contracted, but not
provided for commitments in respect
of construction works relating to
investment properties amounting to
approximately HK$1,484,000 (31
December 2017: HK$1,570,000).

RBEZER  AEBEFIREYEM
BREETREDTH  BHREHZX
X 51,484,0008 T (ZE—tF+=
A=+—H :1,570,000/&7T) °
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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 7 1E X5
EMZEER 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, both GZ Zheng
Da and its foreign partner, Zheng
Da Real Estate Development
Company Limited (IE X 5 i 2 7
#HE A ("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
FEHMERBLERR ("BFHE
1”) 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 #7555 b
EREKEBRAR (“BELE,
a privately owned enterprise, which
acquired certain assets (but interest
in GZ Zheng Da not included) from
WA BB some years ago, claimed
that it had taken up certain interest
in GZ Zheng Da from #75 B}, but
that was not the case.

14. 5753

(@) ZBEAELEREZ G BN

MIEAFHEREFR AR ([EM
ERDZAERRB—-NA=F
TZRA=E+—RBEZZTENF+Z
A=+—HLMTZRB+TE - 17
Rz SNE TS ] — 75 1B BB
REBHZERK R -ZTNF+Z
A BMNEXREIINEAEDTLIRE
WEREERAR (FEEEARDY
EREMEREREXZHE - R
BRERAEHRTEF A-ZF
NFE-A—BRER BEHEERE
ERZEERR (TBHEBEE]) - (F
T)ERESFMNDMEES  Bit
BEERSERE - Z—7H BES
—HEAEEEHERBRELEEAR
AE([HELE]) 2hE (ZARR
LERE ZEHNERBFSEDCRE
AETEE(ETRERMERZE
fiEz) EHEE B SECISE
INERZ #am o BELIFETS -
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14.LITIGATIONS (Cont’d)

(a) (Cont'd)

In late December 2008, GZ Zheng
Da served a writ against #E fA
i at the Guangdong Provincial
Guangzhou Municipal Yuexiu
District People’s Court (E#E & &E
M SR ARZER) (“Yuexiu
Court”) demanding for confirmation
of disqualification of # /5 fA1® from
the sino partnership (if any) of the
subject joint venture. The relevant
judgement was granted in July 2009
with rulings endorsing the request
made by GZ Zheng Da.

In August 2009, #&E . then
filed an appeal petition (the “Zheng
Da Appeal”) at the Guangdong
Provincial Guangzhou Municipal
Intermediate People’s Court (FEER &
BE NI AR A RJERT) (“Guangzhou
Court”). A hearing was made in
October 2009 and no further
hearings had been made since then.
Both GZ Zheng Da and HK Zheng
Da have not yet received a valid
judgement in writing issued by the
Guangzhou Court in accordance
with the relevant PRC laws and due
judicial procedures.

Since then, both 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 was received in proper
manner up-to-date.

14.5F 52

(4&)

) (#&)

BEMEAR-_ZZNE+-ATA
AEEREEMNTHERARER
(TWFEER ) - ZREREVAMF
REEEHEaELEZRAER (N
B) - AHMBRER=-FFNAFLA
N BRBEMIEKRE HHER -

R-ZFZFAFNA BELELRAE
REBEMm P RARER (TEMH
M) el B (TEXLESHFD - R
—ETNFTAETT - REARER
WEATEMERA - BMEARE
P8 IE K R Y B B N 7 o B AR R AR

BREEZEREZBRDEREFELZ
EEAMER -
BERE BMEAERFEBERS

iy 80K BT A B ¥ 58 30 3 1E 2 M
A B e = AUE BT IR AR B T DA
REREEADEEFHIEA LREL
EXMEERE EBRZHR - BA
HIER BESHAKEAHER
B HDRHIER o
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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.

about the
and events

Further details
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
(BEMNTRELERNEEE
2 /®) (the “Property Administrative
Bureau”) issued two rulings on
property demolition (FBEFERTE
£) (the “Compensation Rulings”)
to GZ Zheng Da pertaining to two

Bureau

compensation and resettlement
cases for property demolition
(FERBHERZREMB/E). 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$32,568,000 as at 30 June
2018) (the “Cash Compensation”)
to a group of claimants (the
“Claimants”).

14.5F 52

(4&)

) (#&)
ZRIMEREGEN-_ZZNGFL
RAELZE#R BREFRALR
EREFENEEREREBREUARS
BEmOERERELINER &
NRAHEER EHFEGFTESEN
HRAI IR GER

FEAREFZERFBREEEED
REBA-_ZT—=F=A=+HA
F_E—t+EXA-_tEtHZAR
AIAERNHEE -

RZZE—=F+A BMNTELE
BNEEEER(BER BMME
EERBHEZTEM@R  MEMIE
ﬁ%ﬁmﬁéfﬁpﬁm (TwE
RED) cWERERE  BINIEKX
AR —TFHRATRRADELH
—RMEBEH AR27,600,0007T
(R—ZZ—NFXA=ZTHHER
32,568,000 7T) KR & A E ([FHE
wEl -
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14.LITIGATIONS (Cont’d)

(b) (Cont’d)

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

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

In December 2015, Guangdong
Provincial Higher People’s
Court (ERAmBKARER)
(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.

14.5F 52 (48)

(b) (&)

RZE—MF=A BMTARRK
FF (TEM TR &mminTRE
BREE - BUHMERTE - Bt &
MERZNEESWEZEED R

MRZZE—RFRA BMTHER
MHMBITHRHES - BKERRA
& B N TR L E B9 £ 5 o

REZ-RF+-8 BEREASHRA
RAER ((BERERR]) RAMEATT
BEGEE - B0 ()RR E M R B Ay
R RGN EMT R RBER
=SS BN T BT £ E 89 B AR -
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14.LITIGATIONS (Cont’d)

(b) (Cont’d)

In May 2017, Guangzhou Railway
& Transportation Intermediate
Court (&M &5 E & T ROER)
(the “Railway Court”), under
the direction of Guangdong
Court, re-heard the case and
declined the appeal made by the
Claimants against the Guangzhou
Government’s rulings. The
Claimants then filed a further
appeal against the Railway Court’s
rulings. As at the date of this report,
the second appeal (the “Second
Appeal”) was not yet heard.

Taking into account the latest
rulings granted by the Guangzhou
Government and the Railway
Court, the facts and legal grounds
substantiated, and the opinion
given by the PRC legal counsel and
advisers, the Company remains
optimistic in obtaining a favourable
judgement in the Second Appeal.

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 (&
[F#}47). 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.

14.5F 52 (48)

(b)

(&
RZZ—tFFRA BEMEKESG
o AR (TRME AR ]) EER
EelERTESERN  UROR
R AE BN TR R B £ e
B3R A M T T N 88 A B O BUE
BELS - RAMERH - E-RE
FTEZ L&) HARFE -

N

187 8 I T BT T & M 3 R OA B
BHNEHHE BEENEER
ERKE  ARBEDERBEMAS H
MER ARAYESE_LHTE
BHEMERRRES -

R-Z——F WMERE ERSE
ERBRHWERAEERARTEE
BED(EAARAZEEZ2ENE
REUEZREEH  h—FAR
WmEBSREAREE=F([E=
F IR - xR RE% A AR
EEEREARENZEINTHER
EIE - RZZT—ZFNA - EMTEF
RE T EEBBARNE= XA
FEETF B 4 A R #10,500,0007T °
EERBERAMBREHEENER
B = BT BN T AR B A R IR AR
EFe
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14.LITIGATIONS (Cont’d) 14.5F 52 (48)

(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 (f8%).

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
(equivalent to HK$4,417,000 as
at 30 June 2018), 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
2018.

(c)

(4&)

RZZ—RAENA  BRESRES
BMTARARA BEEEBEX
ER BRI ELHARE4,200,000
Lo BEREABRNETERKRT
BrIEAC IR |G o

EEBBOTEEEBEMRR  BER
el EFERDERER Bt
SREFUREEHRTERAEMN -
A EEEBLEREREERR
BB PTELERING FECA &
EREMARBBETANEORT

REVEENZE (WE) » WRENH
BESRESE-
RZB-REZA - BMEHHRREE

HRSEEE %’IJE@AE% 743,000
TRZZE—NFAA=ZTHHRER
4,417,0005 7T) » A R RAARRQ BB
HE-_Z—AF+=-A=+—H1L
FEEAVERREC2HEERR
ok

Bt BEEBFEEMRENLH R
E=HER Bt RZF— )\iz\
A=1+H ZHEREENRES -
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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$3,077,000 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.

15.BEALRS

BRAFBREEMFRZBEALRS
REABEALETN  REETRHHEE
AEEFERZFBEEZH3,077,0008 7T ©
BE EEERNARATFE7.821E °
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REVIEW OF RESULTS

The Group’s consolidated turnover
for the Period was HK$24,047,000,
representing an increase of approximately
24% compared with the turnover for the
same period last year (30 June 2017:
HK$19,323,000). The Group’s profit for
the Period was HK$3,115,000 (30 June
2017: HK$484,000). The Group’s loss
attributable to equity shareholders was
HK$1,172,000 for the Period (30 June
2017: HK$3,142,000).

BUSINESS REVIEW

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

Guang Yu Square (&JIE%), a 15-storey
commercial building, is situated at the most
prime commercial area at Chaotianmen
(¥ X P9), Yuzhong District (fi /1 [&),
Chongging (B ). 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.

KEOE

REEHM 2R E & ¥ 5 R24,047,000%
T EEFEBANEERE (2T —EF X
A =48 :19,323,000/ 7t) Mt 1% H1 49
24% ° AEBR M Z&F A&3,115,000
BT (ZZE—HEF XA =1 H : 484,000/
TC) cEmEFEAARBREEGASE ZEE
B1,172,0008 T (ZE—+FA=+H:
3,142,000/ 7T) °

e q0)

ARBR—AREERAR - HfERAEE
ENPRAEREDEER REREERE
% WHEAMIEYFEER  —HUREED
K s —IAR R EIMNT o

BAESR—EISEREET  UNEED
MREHAMZECHERE - ARFIAE
EmEE2REnBEERMs— mERES
AlRzbE SR NN S L RERERMED
Iy o
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BUSINESS REVIEW (Cont’d)

The property interest in Guangzhou
(M) is situated at the most prime
commercial area in Yuexiu District (i
75®), Guangzhou. It is 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 (BEMFAEL), to the
south of Daxin Road (K¥TE&), to the north
of Yede Road (—7Z#) and to the west of
Xieen Road (FHZEE), Yuexiu District and
is wholly owned by Guangzhou Zheng
Da Real Estate Development Company
Limited (BMNTIEAFMEFREFRLQF)
(“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 #
EERMERBEERA (“HEEER"), a
state-owned enterprise, as the Sino partner
in Guangzhou in December 1993. Since
its formation, #M7 B has not provided
any capital or management support to
Guangzhou Zheng Da to a material extent.
Pursuant to the terms of the Enforcement
Rules of the Joint Venture Agreement &S
EERIE A (the “Enforcement Rules”)
executed in 1994, #FEE P 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&E{is an
independent third party.

KMo (E)

EMNmYERRVREMNTESRESmE
M o ZH BB EEZNERLAPEEF
WA R REERN - WAl 2R AMS
@2 HAZRE - ZBBEZRUABER
BRTARE B DATR ~ KBS AR ~ — BB AL &2
HEBUTZEL R BEMNDEARE
WERBEERAR ([BINEKR]) 2EHS
mMEMEXKABEXEHEREERA A
(TBEABEKX]  —MREBKRIHFART)
A T100%HE ©

BMERTIREBEN SNEAET) REFH
FHEREEERR(TBEEE]  HAD
EVERTABEAR—AA=ZF T+ A%
FEINFRSZ 2 RONAEREE » BESIIAZK
BMAEECEREREREMEALEREE
BEERES - RER-NANAEFERITZA
FERERADR (TERAR) Z &K - R
BRI E 2 Al D R A &I -
HrEEREENEMERZAEER
it - BB E ARG EIMNEKR100%E 5 o il
FRERBIE=T -
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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 2019 at an aggregate consideration
of RMB1,361,100,000 (approximately
HK$1,606,098,000 as at 30 June 2018).
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 2019).

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.

KMo (E)

AREER-_ZZ+LF+_AREEFBLEX
25%2 R R N75% 2 R A A
EERTER-_Z—AEAA=THR
MUE BREARARM,361,100,000
TRZBE-—NFEFXNAZTHBHEERY
1,606,098,000/8 ) < EHZWIBEE 2515
(BEGERRES REERIHFRUARE
LHB ZERD) IEERARBAR-_TET
F+—A-+BREZRBHEARAEE

DNE - BRERERR_E—LEFRAZ+RX
BRERZAS (EE2RMETREE & &
@iﬁﬁﬁijﬂi A=+—HiE
jlﬁz/\ﬂ:+5)
ERISERZA - BB BE—ERE

BZHEKAEBERTBEERDERF ZFE
5o mRZUNBRARMEES A EATFERE
B2 ESE - ZEBIRK A RN &G TN E
BB P L -
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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 BFBE®, 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 #55FEHE
FEEEBR AR (“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 #EFLH
at the Yuexiu District People’s Court (#75
@ AEJABT) demanding for confirmation
of disqualification of #FH{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.

KMo (E)
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FHFERFTEHETRATBARBIART
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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)
(ZRCEERESATESR (ER))

GZ Zheng Da downloaded in March 2015
reveals certain newly appeared information
under the Provisional Filing Information
Column (BZEEFSME) viz “Liquidation
Information (EH{28)”, “Liquidation
Officer-In-Charge He Wei (FE&&
AfAl{E)” and “Member of Liquidation
Committee Guangdong Guoding Law
Firm (BHEAMMKEERESEZMELM".
With effect from August 2016, the Public
Database of National Enterprise Credit
Information (Guangdong) (2B EFMAE
BAREG (E®) ) was restructured as
the National Enterprise Credit Information
Publlcity System (HIREEEAEEATR
F#E) with a more user friendly reporting
format. Since August 2016, the Guangzhou
Administration for Industry & Commerce
Bureau (EMMIETEHEIER) (the “AIC
Bureau”) ceased to provide public search
service for Business Record Information (%
HZEF=8). The new National Enterprise
Credit Information Publlcity System (EIZ
PEERERARESR) on GZ Zheng Da
downloaded in August 2018 contained
similar information as disclosed in former
reports including “Officer-in-Charge of
Liquidation Group Guangdong Guoding
Law Firm (BEMEEEABERESEMES
Fr)”. In addition, the new report reveals
that the registration status (BECAKEE) of GZ
Zheng Da is “subsisting (f7%8)” and the
authorised representative (EERZRA(
“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 GEE#X)” (cont’d)

According to the Corporate Registration
Information Memorandum ((REELZEER
) 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 (JMNE#ZE RS

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

The Application

Filing of Member of the Liquidation Group
(BEMAEKBHEZR)" and “Provisional Flllng
BEE
B AMEZ)" in the corporate information
database of GZ Zheng Da at the AIC
Copy of the Purported Court
Order stated that “the court has nominated
Guoding as the liquidation group to
proceed with the liquidation of GZ Zheng

of Liquidation Officer-in-Charge (

Bureau.

Da in accordance with the law (B35 F B &
HRBEEA - ROEHEMNERETER).
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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 GEE#X)” (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 BEFL®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 #E M is unlikely to meet
the pre-requisite conditions for filing a
liquidation petition against GZ Zheng Da
pursuant to the prevailing company laws
and regulations of PRC.

HEMNERBHZRENEE2HE1(A)
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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 GEE#X)” (cont’d)

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

HEMNERBHZRENEE2HE1(A)

EMEXREEREEARARKHRABIEE
BRIGER (&)

ERARBREMERNLE R AANEEL
BRMPEERBERR  ARBREMNEX
BRBOMBEEZFRMT (ME) ERE
BRIt A& P BUR R E R BUEIEFF ¢ (1)
FABURTE (IE) MR HPIEREENE
BEOR - FUBROEEEBEREEEYRN &
(iZABEMNEXNSHEENPERERA
BOERE M EERR DA BERIRE
BSOS A & RRES BMNERETER
REBEMNERRAIHERERMERES (SE
A E A B E) o



WA BB R A B - NERRE

35

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

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

According to the relevant provisions of
the Rules of Administration of Company
Registration of People’s Republic of
China (FEARKMBRRELER )
(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]f#
ERFERA M) and compulsory liquidation
order (s&&IEEREE), 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 (FAZER[@E])".

The business of GZ Zheng Da remains as
usual and GZ Zheng Da’s latest tax return
was filed in June 2018. Mr. Ho Kam Hung,
an executive director of the Company,
has been the legal representative of GZ
Zheng Da since 1993. According to the
categorization made by the AIC Bureau,
the registration status of GZ Zheng Da is

regarded as “subsisting (in business) (1F4&
().

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

The second and unqualified Person
appearing on the Demolition Permit
and the Demolition Extension Notice

Since 2003, GZ Zheng Da has been
granted the Qualified Person for
Demolition and Relocation (#F& 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 (BMTHTEEREE
M) (the “Demolition Management
Rules”)) and the Qualified Contractor
for Demolition and Relocation (#f#&
EEENL) (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 (EEIFB L
~%5) (the “Demolition Extension Notice”)
every subsequent year.
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ALLEGED “LIQUIDATION PETITION”
AGAINST GZ ZHENG DA (cont’d)

The second and unqualified Person
appearing on the Demolition Permit and
the Demolition Extension Notice (cont’d)

The Demolition Extension Notices issued
since 2014 contained new clauses which
included, inter alia, an entity named “the
liquidation group of GZ Zheng Da (EJN1E
BHEA)” (the so-called “Liquidator”) as
the secondary Qualified Person (5 —#fi&
A) and the secondary Qualified Contractor
(E=HFBEHRFEM) in addition to GZ
Zheng Da which remained as the primary
Qualified Person (£ —#F# A) and primary
Qualified Contractor (£ —FBEEEN).
The Demolition Extension Notices also put
a remark that “pursuant to the Purported
Court Order, the Guangzhou Court
nominated Guoding as the liquidation
group to proceed with the liquidation
of GZ Zheng Da in accordance with the
laws, and the demolition activities should
be executed by the liquidation group”
(collectively the “New Clauses”).

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

The second and unqualified Person
appearing on the Demolition Permit and
the Demolition Extension Notice (cont’d)

After seeking PRC legal advice, both the
Company and GZ Zheng Da consider
that (i) both the Demolition Permits
and the Demolition Extension Notices
granted to GZ Zheng Da are legally valid
permit and notice respectively despite
their legal defects; (ii) the Yuexiu Court,
the Guangzhou Court and the Property
Administration Bureau all accept GZ
Zheng Da as a separate legal entity; (iii)
GZ Zheng Da remains as the Qualified
Person and the Qualified Contractor and
therefore 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 Corporate Information indicates
information of alleged “Liquidation
Provisional Filed (BEHEZR)" (“Alleged
Liquidation Provisional Filed”) above for
further details); (v) the capacity of the
so-called Liquidator does not exist until
and when Guoding removes the legal
representative of GZ Zheng Da; (vi) the
so-called Liquidator technically cannot
co-exist with GZ Zheng Da to engage in
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 (FZEARZEFME A A
%), which do not include demolition and
relocation businesses; (viii) a liquidator
does not possess the prerequisite
qualifications (BFEZEE) and hands-on
expertise in demolition and relocation
businesses pursuant to the provisions of the
Demolition Management Rules; and (ix) the
Purported Court Order fundamentally does
not provide that “the demolition activities
should be executed by the liquidation

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

The second and unqualified Person
appearing on the Demolition Permit and
the Demolition Extension Notice (cont’d)

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

A Purported Notice issued by the so-called
Liquidator

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

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

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

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

To the best knowledge and belief, and
having made all reasonable enquiries,
both the Company and GZ Zheng Da
confirm that B/EFL1® (i) is not a registered
shareholder of GZ Zheng Da; (ii) does not
have any attributable interest in GZ Zheng
Da; and (iii) is not a creditor of GZ Zheng
Da. #E A1 is not A E .

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

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

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

The Company hence infers that the
purported “authority” of the so-called
Liquidator may have been derived from
what is purportedly an undated court
notice (the “Purported Court Notice”)
downloaded from an unofficial legal
database website. According to the
Purported Court Notice, the Guangzhou
Court purportedly directed a third party
to constitute an alleged liquidation group
for liquidating GZ Zheng Da. However,
as at 30 June 2018 and up to the date
of this report, both GZ Zheng Da and
HK Zheng Da were unable to trace any
“public official record” about the Purported
Petition or the Purported Court Notice
(not even the relevant case number) in the
official public domain of the Guangzhou
Court, a circumstance which apparently
is not in compliance with usual and
normal legal practices. Shareholders of
the Company are urged to refer to the
Company’s announcement dated 25 March
2013 for further information about the
legality of the Purported Petition and the
Purported Court Notice.
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ALLEGED “LIQUIDATION PETITION”
AGAINST GZ ZHENG DA (cont’d)

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

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

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

The PRC legal counsel of HK Zheng
Da noted that the so-called Liquidator
was unable to offer any evidence for
the renewal of its mandate (without
prejudice on its validity) in separate court
proceedings at the Guangzhou Court in or
about June 2017.
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ALLEGED “LIQUIDATION PETITION”
AGAINST GZ ZHENG DA (cont’d)

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

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

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

The Company further elaborates as follows:
(i) pending the demolition of to-be-vacant
properties and re-development of the
existing site into a grade A commercial
complex, GZ Zheng Da operates a
footwear wholesale and distribution outlet
at a 2-storey non-permanent commercial
podium erected at the development
site and its operation remains usual
and normal to-date; (ii) the Public
Database of National Enterprise Credit
Information (Guangdong) (2RI
AEBARES(ER) on GZ Zheng Da
downloaded in August 2018 reveals that
its registration status is “subsisting (TF48)"
(i.e. subsisting (in business) (IF&(TE&))
and its authorised legal person is Ho Kam
Hung (being a director of the Company).
The public database on GZ Zheng Da
also concurrently reveals the following
information under the Provisional Filing
Information Column (HZREEME) viz
“Liquidation Information (BE{E28)":
Officer-in-Charge of Liquidation Group
Guangdong Guoding Law Firm (B&#
BEAERBESEMELM) (please refer
to section headed “Alleged Liquidation
Provisional Filed” above for details); (iii)
the latest tax return of GZ Zheng Da was
filed in June 2018, which indicated that
the operation of GZ Zheng Da was usual
and normal throughout the period ended
30 June 2018; and (iv) the People’s Courts
(NEJERR) in Guangdong continues to
recognise GZ Zheng Da as the qualified

o

litigant (B FFAEL) to-date.
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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 2018 amounted to
HK$69,413,000 (31 December 2017:
HK$82,084,000). As at 30 June 2018 and
31 December 2017, there were no pledged
deposits.

As at 30 June 2018, the Group had
outstanding borrowings of approximately
HK$86,243,000 (31 December
2017: HK$91,059,000) comprising
interest-bearing bank loans amounted
to HK$10,747,000 (31 December 2017:
HK$14,283,000), and a loan from a
director amounted to HK$75,496,000 (31
December 2017: HK$76,776,000). Of the
Group’s interest-bearing bank loans, 65%
and 35% respectively were repayable
within one year or on demand, and in the
second year, inclusive.

As at 30 June 2018, the secured bank loan
of HK$10,747,000 (31 December 2017:
HK$14,283,000) of the Group bore interest
at floating interest rate, which was entirely
denominated in Renminbi (“RMB*).

The Group’s gearing ratio as at 30 June
2018 was 0.02 (31 December 2017:
0.02), calculated based on the Group’s
interest-bearing bank and other borrowings
and loan from a director of HK$86,243,000
(31 December 2017: HK$91,059,000)
over total assets of HK$4,546,268,000
(31 December 2017: HK$4,615,251,000).
The Group’s gearing was maintained at a
relatively low level during the Period.

Bt % = R

RHER AEE-—BUARATEEZRS
MEBITEEEAREEEMEES - N
T—N\FRAZ+H AEEZBHEKIET
#E17i#69,413,0008 L (ZE—+F+ = A
=+—H :82,084,00087C) - R=ZT—)\F
NAZ+HEERZE—+tF+=ZA=+—8"
AEBIZECEBER -

RZZE-—N\FNA=Z1+RH r5EEHEXKE
EEE 486,243,000 L (ZE—+tF+=
A=+—8 :91,059,00087T) * BE A
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75,496,000 L (ZE—tF+ A =+—
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FINANCIAL REVIEW (Cont’d)
Currency structure

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

Pledge of assets

The Group had utilized bank loan
facilities amounting to approximately
HK$10,747,000 (31 December 2017:
HK$14,283,000) as at 30 June 2018.
The loans were charged by the Group’s
investment properties and corporate
guarantee executed by the Company.

Contingent liabilities

As at 30 June 2018, guarantees given for
mortgage loans granted by banks to certain
purchasers of the Group’s properties
amounted to HK$139,000 (31 December
2017: 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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TELF+ A+ XNAERD ((HED < &
It EFBeE BEAREHERAARME
2EWMBRAE([EF]) AEKRBENSHE
HEARAE ([IEX]) 100%&#E - REA
AR #1,814,800,0007t ([WEEHE]) - 1
AEBEEZETBEEABENMNEMNT ZYE
HmrEEeER WESEHEZFBEER
ARBR_EZLF+—A=-+ X BHEZ
WK ([ o

47



48

Zhong Hua International Holdings Limited Interim Report 2018

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.

5t % I B8 (4F)
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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 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 supplementary
agreements and extension agreement to the
effect that the Long Stop Date was deferred
to 30 June 2018.

In June 2018, the Purchaser and the
Vendors, entered into the Third Extension
Agreement on 26 May 2017 to further
extend the Long Stop Date to 30 June
2019 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 2019, both days inclusive.
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EMPLOYEES AND REMUNERATION
POLICY

The total staff cost for the Period was
HK$4,200,000. The Group employed
about 30 full time staff in Hong Kong,
Chongqing and Guangzhou as at 30
June 2018. 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 2018, the unfriendly
US-Sino trade polices imposed by the
Trump administration of the United States
will have material impact to the exports
of China. The strong US dollar and the
uprising trend of US Federal interest
rates will also accelerate the devaluation
pressure of Renminbi and hence may hit
the domestic economy in China.

Notwithstanding the above, the State
Council of China will continue its efforts
for the stability of the China economy. In
order to meet the growth target of GDP
at around 6.5% for the year set by the
Ministry of Finance, it is likely to increase
the domestic demand by using both fiscal
and monetary policies. Hence, the property
market in Tier-1 cities should remain
strong.
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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. 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 2018 and
2019. 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.
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DIRECTORS’/CHIEF EXECUTIVFE'S
INTERESTS IN THE SHARES OF THE
COMPANY AND ITS ASSOCIATED
CORPORATIONS

As at 30 June 2018, the interests and
short positions of the Directors and
chief executives of the Company in the
shares, underlying shares or debentures
of the Company or any of its associated
corporations (within the meaning of Part
XV of the Securities and Futures Ordinance
(“SFO”)) which were required to be notified
to the Company and The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”)
pursuant to Divisions 7 and 8 of Part XV
of the SFO (including interests and short
positions which they were taken or deemed
to have under such provisions of the SFO),
the Model Code for Securities Transactions
by Directors and which were required to be
entered into the register pursuant to Section
352 of the SFO, were as follows:
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DIRECTORS’/CHIEF EXECUTIVFE'S
INTERESTS IN THE SHARES OF THE
COMPANY AND ITS ASSOCIATED
CORPORATIONS (Cont’d)

Long position in shares of the Company

B TETHRAEBREARREAH
EEZ R APz ()

REQXRARBZEFR

Percentage of

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

1.

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

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

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

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

1.

RIEEZ L E GG AEERR AT S
DRZER D P ERER

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

(i) ZBEERAAF (KAH33/ %ER) HE
287,120,000 B {5 ©

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

A0 TR EE R 42

CORPORATIONS OF THE COMPANY

At 30 June 2018, the following Director
of the Company had interests in the

RZZFE—NFXA=1+H THARQRAES
FTEE 2 AR A THBRAREREREL

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

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

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

Save as disclosed above, as at 30 June
2018, to the knowledge of the Company,
none of the directors or chief executive of
the Company had or was deemed to have
any interest or short position in the shares,
underlying shares and debentures of the
Company or any associated corporations
(within the meaning of Part XV of the SFO)
as recorded in the register to be kept under
section 352 of the SFO or as otherwise
notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO and the Model Code.
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DIRECTORS’ RIGHTS TO ACQUIRE
SHARES

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

SHARE OPTION SCHEME

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

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

The detailed terms of the Scheme were
disclosed in the Company’s 2017 annual
report. No share options were issued during
the Period.
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SUBSTANTIAL SHAREHOLDERS

As at 30 June 2018, as far as is known to
the Directors or the chief executive of the
Company, the following persons (other
than Directors or chief executive of the
Company) had interests or short positions
in the shares and underlying share as
recorded in the register required to be kept
under section 336 of the SFO:

FTERR

RZZE—N\FRA=+H BRAREME
ERFETHASRA U TFTAL(KQF
ZERHRTETHRAERIN BAEERLNIE
BEFRAEKAEIBMRIATFEZE
Az By RIBR AR G5 2w g% B
T

Long position in shares of the Company REDRBRGBZEFR
Percentage
of the issued
Capacity and Number of share capital
Name nature of interest Shares held HERT
&% SORBHEEE FrERO#E BEED
Ye Jia Li (Note 1) Spouse 110,600,000 18.26
Exe i) [
Ho Tsam Hung (Note 2) Through controlled corporation 105,600,000 17.44
fal e ik (AtiE2) ERREEERA
Ho Pak Hung (Note 3) Through controlled corporation 99,800,000 16.48
fal{atE (A5 3) BRIEEERE
Liang Gui Fen (Note 4) Spouse 99,800,000 16.48
REF Wi 4) [
EC Fair Limited Directly beneficially owned 87,120,000 14.39
SHERRRA EREREAR
Strong Hero Holdings Limited Directly beneficially owned 100,000,000 16.51
(Note 3) (f#t5) BERERER
Xie Xiaoxiang (Note 5) Through controlled corporation 100,000,000 16.51
(Hi7 5) ERREEERA
Hero Grand Investments Limited Directly beneficially owned 30,800,000 5.09
(Note 6) (#/#F 6) ERRRRR
Leung Po Wa (Note 6) Through controlled corporation 30,800,000 5.09

(Hiat 6)

ERREEERA
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SUBSTANTIAL SHAREHOLDERS
(Cont’d)

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

Notes:

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

Director.

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

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

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

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

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

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

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

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

SFO) to be interested in these shares in the

capacity as the spouse of Ho Pak Hung.

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

6. Hero Grand Investments Limited
wholly-owned by Leung Po Wa.
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(i) Morgan Estate Assets Limited (— & %
E=mER 2R F)FE 25,800,000 i%
0 e

(i) PHEERAF (—HHEEARIZY %BE
= ZAR)) B 287,120,0008 & 15 °

(iii

High Rank Enterprises Limited (%578 %)
31.6%7H# 1) #58 212,680,0008 A5 17 ©
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SUBSTANTIAL SHAREHOLDERS
(Cont’d)

Save as disclosed above, as at 30 June
2018, 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, 27 August 2018
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