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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GEM")
OF THE STOCK EXCHANGE OF HONG KONG LIMITED (THE “STOCK
EXCHANGE")

GEM has been positioned as a market designed to accommodate companies to which a higher
investment risk may be attached than other companies listed on the Stock Exchange.
Prospective investors should be aware of the potential risks of investing in such companies
and should make the decision to invest only after due and careful consideration. The greater
risk profile and other characteristics of GEM mean that it is a market more suited to
professional and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities traded
on GEM may be more susceptible to high market volatility than securities traded on the Main
Board of the Stock Exchange and no assurance is given that there will be a liquid market in
the securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take no
responsibility for the content of this report, make no representation as to its accuracy or completeness and
expressly disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the
whole or any part of the contents of this report.

This report, for which the directors (the “Directors”) of L & A International Holdings Limited (the “Company”)
collectively and individually accept full responsibility, includes particulars given in compliance with the
Rules Governing the Listing of Securities on the GEM of the Stock Exchange (the “"GEM Listing Rules”) for the
purpose of giving information with regard to the Company. The Directors, having made all reasonable
enquiries, confirm that to the best of their knowledge and belief the information contained in this report is
accurate and complete in all material respects and not misleading or deceptive, and there are no other
matters the omission of which would make any statement herein or this report misleading.
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Corporate Information
AFEH

REGISTERED OFFICE IN
THE CAYMAN ISLANDS
Maples Corporate Services Limited
P.0. Box 309, Ugland House

Grand Cayman, KY-1104

Cayman Islands

HEADQUARTERS AND PRINCIPAL
PLACE OF BUSINESS IN HONG KONG
Flat 1, Block C, 11/F

Hong Kong Spinner Industrial Building, Phase 5
762 Cheung Sha Wan Road, Kowloon

Hong Kong

EXECUTIVE DIRECTORS

Mr. Ng Ka Ho (Chairman) (Re-designated as the
Chairman of the Board on 22 April 2016)

Mr. Yang Si Hang (Chief Executive Officer)
(retired on 28 October 2016)

Mr. Yang Si Kit Kenny (resigned on 22 April 2016)

NON-EXECUTIVE DIRECTOR
Mr. Wong Chiu Po

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. Chan Ming Sun Jonathan

Mr. Kwong Lun Kei Victor

Mr. Ma Chi Ming (appointed on 29 April 2016)

Ms. Cheung Marn Kay (resigned on 29 April 2016)
COMPANY SECRETARY

Mr. Leung Tze Wai CPA (appointed on 16 May 2016)
Mr. Wong Lok Man CPA (resigned on 16 May 2016)
COMPLIANCE OFFICER

Mr. Ng Ka Ho (appointed as the Compliance Officer

on 22 April 2016)
Mr. Yang Si Kit Kenny (resigned on 22 April 2016)
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Corporate Information
AFEH

AUDIT COMMITTEE

Mr. Chan Ming Sun Jonathan (Chairman)

Mr. Kwong Lun Kei Victor

Mr. Ma Chi Ming (appointed on 29 April 2016)

Ms. Cheung Marn Kay (resigned on 29 April 2016)

REMUNERATION COMMITTEE

Mr. Kwong Lun Kei Victor (Re-designated as
Chairman of the Committee on 29 April 2016)

Mr. Ng Ka Ho (appointed on 22 April 2016)

Mr. Chan Ming Sun Jonathan (appointed on
29 April 2016)
Ms. Cheung Marn Kay (resigned on 29 April 2016)

Mr. Yang Si Kit Kenny (resigned on 22 April 2016)

NOMINATION COMMITTEE
Mr. Kwong Lun Kei Victor (Re-designated as
Chairman of the Committee on 29 April 2016)
Mr. Chan Ming Sun Jonathan (appointed on
29 April 2016)
Mr. Ng Ka Ho (appointed on 29 April 2016)

Ms. Cheung Marn Kay (resigned on 29 April 2016)

Mr. Yang Si Hang (resigned on 29 April 2016)

AUTHORISED REPRESENTATIVES

Mr. Yang Si Hang

Mr. Ng Ka Ho (appointed as an Authorized
Representative on 22 April 2016)

Mr. Yang Si Kit Kenny (resigned on 22 April 2016)

PRINCIPAL SHARE REGISTRAR AND
TRANSFER OFFICE IN THE CAYMAN
ISLANDS

Maples Fund Services (Cayman) Limited

PO Box 1093, Boundary Hall

Cricket Square

Grand Cayman, KY1-1104

Cayman Islands
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Corporate Information
AFEH

BRANCH SHARE REGISTRAR AND
TRANSFER OFFICE IN HONG KONG
Boardroom Share Registrars (HK) Limited

31/F, 148 Electric Road

North Point

Hong Kong

PRINCIPAL BANKER
The Hongkong and Shanghai Banking
Corporation Limited

COMPLIANCE ADVISER
TC Capital International Limited

AUDITORS
Deloitte Touche Tohmatsu
Certified Public Accountants

LEGAL ADVISER
Kwok Yih & Chan

COMPANY'’S WEBSITE
www.Ina.com.hk
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INTERIM RESULTS
RRARR

The board of Directors (the “Board”) of the Company is AAFEEZ2 ([ZEE2 ) TRIEE
pleased to present the unaudited condensed consolidated AR R EKM B AT (4ifE [ NERE ) &
results of the Company and its subsidiaries (collectively ZFE—-—FE—XFEHNA=+HIFNEAAH
referred to as the "Group”) for the six months ended 30 KK EBXHAGS S XL ER _-Z
September 2016 together with the unaudited comparative — — F 4 [ E R ER/AZ LS F T -
figures for the corresponding period in 2015 as follows:

Condensed Consolidated Statement of
Profit or Loss and other Comprehensive Income
BRFSREREMZEKER

For the six months ended 30 September 2016 HZ —Z—XFENA=Z+HIENEA

Three months ended Six months ended
30 September 30 September
BENA=THL=EA HENA=TRLNEA
2016 2015 2016 2015
“E-Xf —T-nF ZB-xF C—T-1f

NOTES HK$'000 HK$'000 HK$'000 HK$'000
izt TAT AL TAR THL
(unaudited)  (unaudited) (unaudited)  (Unaudited)
(REER) (REER) (REBK) (REER)

Revenue ey 4 25,937 81,987 47,513 119,240
Cost of sales HERAR 9 (34,160) (64,759) (53,507) (93,112)
Gross (loss) profit E(B)F (8,223) 17,228 (5,994) 26,128
Other income HiplA 5 109 1,371 134 5,347
Fairvalue change in structured & 148171758
bank deposits NLTEES - (178) = (107)
Other gains and losses Hha R EE 6 (47) (568) (47) (453)
Seling and distribution expenses  $#ERAHHHY (1,384) (3,051) (3,150) (5,830)
Administrative and other expenses  TB R E Y (53,472) (9,706) (65,783) (21,749)
Share of result of an associate EE—FHERT
mxE (5,656) - (7,845) -
Finance costs BBHA 7 (387) (715) (746) (1,.233)
(Loss) profit before taxation B AT (58| (69,060) 4,381 (83,431) 2,103
Income tax credit (expense) FiEkiEe (Fx) 8 486 (1,459) 290 (2,763)
(Loss) profit for the period B (518 B 7 9 (68,574) 2922 (83,141) (660)

HEIRE 2016 o HEEMIERARAE 4



condensed consolidated Statement of
Profit or Loss and Other COmprehensive income
HHRSRERE2ZAKEE
For the six months ended 30 September 2016 HZE2=Z— X XFNA=+HIE~EA
Three months ended Six months ended
30 September 30 September
BENR=THL=EA HEAA=1RLAEA
2016 2015 2016 2015
“E-X§f ZT-nf ZB-xF C—T-1F

NOTES HK$'000 HK$'000 HK$'000 HK$'000
iz TET BT TAT AL
(unaudited) (unaudited) (unaudited)

(REER) (REER)  (REEHR) ( )
Other comprehensive expense:  E2ERH Y -
Item that may be reclassified BRAREENE
subsequently to profit or loss: ZEBMER -
Exchange differences on translation #Z85M £ 4 er

of foreign operations EEMERZE (177) (2,033 (1,043) (2,051)
Other comprehensive expense for - EARE 2 ER X
the period (177) (2,033) (1,043) (2,051)
Total comprehensive (expense) SRR E (B%)
income for the period Yaes (68,751) 889 (84,184) 711
(Loss) profit for the period AT ALEEESER
attributable to: (B8 &R :
Owners of the Company YNGE 7PN (67,757) 2922 (82,253) (660)
Non-controlling interests Pl g (817) - (888) -
(68,574) 2922 (83,141) (660)

Total comprehensive (expense)  JAFATIE(GEIR
income for the period attributable 278 (B%) iz

to; o
Owners of the Company KREHEA (67,933) 889 (83,295) 271
Non-controlling interests R (818) - (889) -
(68,751) 889 (84,184) 2711
(Loss) earnings per share & (E18) BF| 1
Basic (HK cents) ZR(E() (0.290) 0015 (0.378) (0.003)
Diluted (HK cents) B8 (B() N/A N/A

(0.290) TiEH (0.378)  TiEH
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condensed Consolidated Statement of
Financial Position
HHFSMBERAR

At 30 September 2016 R=ZZF—"FNA=1H

NON-CURRENT ASSETS
Property, plant and equipment
Investment property

Prepaid lease payments
Goodwill

Intangible assets

Interest in an associate

Rental deposit

Loan receivables

Deferred tax assets

CURRENT ASSETS
Inventories

Trade and other receivables
Loan receivables

Prepaid lease payments
Pledged bank deposits
Bank balances and cash

CURRENT LIABILITIES

Trade payables

Others payables and accrued
expenses

Amounts due to directors

Tax payables

Bank borrowings

ERBEE

EN =S

RENE
BNEENE
mE
BVAE

R—RE SRR

HERS
ERER
BREHREE

ﬁ“’

JEUE R

ENEERE
BHEMRITER
RITHEBERS

REBRE
B 5 RN
HiENFIER
e R
ENEEA
ERIHR
RITEE

1=
B 5 kAR KR

21
12
13

14

15
14

16

17

18

30 September 31 March
2016
—B-RE -~
AA=+E =RA=t+-H
HK$'000 HK$'000
TER THIL
(unaudited) (audited)
(REER) (BER)
15,930 17,367
2,905 3,033
3,397 3,549
7,936 -
1,221 -
464,542 -
- 200
35,000 -
15 17
540,946 24,166
21,241 51,948
14,409 42,566
50,000 -
93 96
14,211 14,418
5,873 16,938
105,827 125,966
422 14,105
7,243 10,113
1,161 -
3,051 3,092
8,697 29,037
20,574 56,347

HEIRE 2016 o HEEMIERARAE



condensed Consolidated Statement of
Financial Position
HHFSMBERAR

At 30 September 2016 R=ZF—XFNA=1H

30 September 31 March
2016
—E-AE
hA=t+H ==
HK$'000 HK$'000
TR B
(unaudited) (audited)
(RIBER) (f8&7%)
NET CURRENT ASSETS REBEETE 85,253 69,619
TOTAL ASSETS LESS CURRENT SELEHAEAR
LIABILITIES 626,199 93,785
NON-CURRENT LIABILITY kRBaE
Deferred tax liabilities EEHEERE 2,823 23
NET ASSETS EERE 623,376 93,762
CAPITAL AND RESERVES EXKfRHE
Share capital [N 19 51,200 40,000
Reserves R 569,014 53,762

Equity attributable to owners of AR RIEE AEEER

the Company 620,214 93,762
Non-controlling interests RS 3,162 -
623,376 93,762
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condensed Consolidated Statement of
Cchanges in Equity
RGeS RE

For The six months ended 30 September 2016 HZE T —FNA=+HIEAEA
Retained
Share profits/ Non-
Share Share  Translation Special options Other ~ (Accumulated controlling Total
capital ~ premium feSeve  reserve  reserve  reserve losses) Total interests equity
REEH

Bx  BfER  EXERE  REGRE BREGE ReER ] G FEREE  WEAE
HKS000  HKST00 §000  HKS K000 HKS000 HKS000  HKSO0  HKSO0D
T F Thr A

A1 April 2015 (audited) RZE-R%RA-A
(8%%) 40,000 2383 8927 2431 - 4307 23109 128617 - 128617
Exchange differences arisingon - 85 EBHEE

the translation of foreign NERZE

Operations - - (2,051) - - - - (2051 - 2051
Loss for the period il | - - - - - - (660) (660) - (660)
Total comprenensive income - AR EAA ()

(expensg) for the period a8 - - 2051) - - - (660) 2m - 271
At30 September 2015 RoB-1%

(unaudited) AAZTR(REER) 000 883 6876 841 - 437 D4 1506 - IB
AL April 2016 (audited) RZF-7"ERA-A

(@%%) 40,000 23823 3374 28431 = 4327 (6,193) 93,762 - 93,762
Exchange differences arisngon - 85 $BHEE

the translation of foreign MELEE

operations - - (1,042) - - - - (1,042) [\ (1,043)
Loss for the period HABE = - - - = = (82,253) (82,253) (888) (83,141)
Total compreensive income  HA2EAXE (Fx%)

(expense) o the period ik - - (1,042) - - - (82253) (83,295 (889)  (84184)
Acquisition of an associate FRYTROUE

through issuance of share —FBELT

(note 13) (BizH13) 2,260 470127 - - - - - 472,381 - 472,381
Acquisition of a business WE-EER ()

(note 21) = = 13 = = = = 13 4,051 4,064
Placing of shares RERH 5,740 54,241 - - - - = 59,981 o 59,981
Transaction costs attrbutable to ERHEERZHE

issuance of shares @ (600) ® - - o ° (600) - (600)
Recognition of equity-settled  BEFZMRALENR S

share-based payments BERA - - - - 37,006 - - 37,006 - 37,006
Exercise of share option ifpiiE 3,200 70,542 = o (32,782) = o 40,960 = 40,960
At30 September 2016 RZE-7%

(unaudited) MA=TB(xEEH) 51,200 618,133 2,345 28431 4,224 4327 (88,446) 620214 3162 623,376
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condensed Consolidated Statement of
Changes in Equity
BAFSERETHE

For The six months ended 30 September 2016 HZE=ZT—"FNA=+HIEEAR

Notes:

(i)

(i)

Special reserve represented the difference between
the nominal amount of the share capital and share
premium issued by L & A Interholdings Inc. and the
nominal amount of the share capital issued by the
Company pursuant to the group reorganisation.

Other reserve arose from the waiver of loan from a
shareholder of the Company in previous years.

MiEE
0]

(i)

5 Bl f## # 48 L & A Interholdings Inc.
FREATRR N Y T B S AR 19 V63 B B 7R
ARIREEBEAMEITRAEE
Z R ZERE -

HibE@EE B AR R —BRER
VARTFE R EFER
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condensed Consolidated Statement of
Ccash Flows
BHRGSHERER

For the six months ended 30 September 2016 BZE =T — A FNA=T+HBILNEA
Six months ended
30 September
BEAA=1THLAER

NET CASH USED IN OPERATING

ACTIVITIES

INVESTING ACTIVITIES
Proceeds from disposal of
property, plant and

equipment

Consideration and related
expenses from immediate
holding company received for
disposal of property, plant

and equipment

Placement of pledged bank

deposits

Purchase of property, plant and

equipment

Acquisition of a business

Interest received

NET CASH (USED IN) FROM
INVESTING ACTIVITIES

FINANCING ACTIVITIES
New bank borrowings raised
Repayment of bank borrowings

Interest paid

Repayment of obligations under

finance leases

Proceeds from issuance of

shares

Proceeds from exercise of

share options

Advance from directors
Repayment to directors

REEBHMA
REFHE

REED
HEWE - BE
REBEFTIF
IR
SR EWE - W
FERERERE
el NI
ey (B KA
BRI X
FEDEMIRTT

Naktm
YeiE —IA 7%
BEHHE

BREED (FrA)
FREREFHE

BMEED
HiERITIEE
BERITEE
ERHME
EERmERE
185
BT HI IS
A
TR A
PSR
KEERHER
AEFER

Transaction costs attributable to Z%1T7& 5 E1L

issuance of shares

2016 2015
—E—XRHF —E—hF
NOTE HK$’000 HK$'000
fizE F#ET T
(unaudited) (unaudited)
(REEEXK) (R EZ)
(78,567) (6,721)
- 5,205
- 3,100
- (5,000)
(52) (42)
21 (12,372) -
14 1
(12,410) 3,264
36,495 73,841
(56,834) (61,994)
(685) (1,233)
= (46)
59,981 .
40,960 -
11,400 -
(10,300) .
(600) -
RHER TR 2016 o STEIRRIERBIRAT 10



condensed Consolidated Statement of
Cash Flows
RGeS RERER
For the six months ended 30 September 2016 BZE—ZT— X FNA=T+BIEEA
Six months ended
30 September
BZENLA=1THILA<EA

2016 2015
—E—REF —T—hF
NOTE HK$'000 HK$'000
fizE FHExT FH&TT
(unaudited) (unaudited)
(REFER) (REEFEZ)
NET CASH FROM FINANCING ~ Bt&;EEI TS
ACTIVITIES REFE 80,417 10,568
NET (DECREASE) INCREASE RERBEEE
IN CASH AND CASH B4 (B 2)
EQUIVALENTS HINFEE (10,560) 7,111
CASH AND CASH EQUIVALENTS BRI & RES
AT BEGINNING OF THE ZEW
PERIOD 16,938 15,808
EFFECT OF FOREIGN EXCHANGE #MNE FE R & B 1y
RATE CHANGES 41 (505) (851)
CASH AND CASH EQUIVALENTS HAXE S RES
AT END OF THE PERIOD, =47
represented by bank balances 2% A$R1T
and cash EHnERE 5,873 22,068
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Notes to the Condensed Consolidated

Financial Statements
MEAR S ME R

For the six months ended 30 September 2016 #ZE—=ZF—

1.

GENERAL INFORMATION

The Company was incorporated in the
Cayman Islands as an exempted company
with limited liability on 5 June 2015. The
Company’s shares have been listed on the
Growth Enterprise Market of The Stock
Exchange of Hong Kong Limited (the “Stock
Exchange”) from 10 October 2015. Pursuant
to the enforcement on 11 May 2016, as a
result of the share charge over 840,000,000
shares in the share capital of the Company
executed by Yang's Holdings Capital Limited,
a private limited company incorporated in the
British Virgin Islands, in favor of a licensed
money lender in Hong Kong as security for a
term loan facility granted to Yang's Holdings
Capital Limited, which reduced the
shareholding interests of Yang's Holdings
Capital Limited, from 51.02% to 30.02% (the
“Share Charge”), Yang’'s Holdings Capital
Limited ceased to be the Company’s
immediate holding company. Accordingly, the
holding company of Yang's Holdings Capital
Limited, YWH Investment Holding Limited, a
private limited company incorporated in the
British Virgin Islands and Mr. Yang Wan Ho
who controls YWH Investment Holding
Limited, also ceased to be the ultimate
controlling shareholder of the Company on 11
May 2016. The addresses of the registered
office and the principal place of business of
the Company are P.0. Box 309, Ugland House,
Grand Cayman, KY-1104 Cayman Islands and
Flat 1, Block C, 11/F, Hong Kong Spinner
Industrial Building, Phase 5, 762 Cheung Sha
Wan Road, Kowloon, Hong Kong, respectively.

The Company is an investment holding
company. The Group is principally engaged in
the manufacturing, sales and retailing of
garment products and money lending
business.
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Notes to the Condensed Consolidated

Financial Statements
MRS ME RN E

For the six months ended 30 September 2016 &Z—Z—/NF A=+ H LA A

2,

13

BASIS OF PREPARATION

The condensed consolidated financial
statements are presented in Hong Kong
dollars ("HK$"), which is different from the
functional currency of the Company, United
States dollars (“US$”). The directors of the
Company consider that presenting the
condensed consolidated financial statements
in HKS$ is preferable when controlling and
monitoring the performance and financial
position of the Group.

The condensed consolidated financial
statements have been prepared in
accordance with Hong Kong Accounting
Standard 34 ("HKAS 34") Interim Financial
Reporting issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA") as
well as with the applicable disclosure
requirements of Chapter 18 of the Rules
Governing the Listing of Securities on the
Growth Enterprise Market of The Stock
Exchange of Hong Kong Limited (the "GEM
Rules”).

SIGNIFICANT ACCOUNTING
POLICIES

The condensed consolidated interim financial
information have been prepared on the
historical cost basis except for certain
financial instruments, which are measured at
fair values. Except as described below, the
accounting policies and methods of
computation used in the condensed
consolidated interim financial information for
the six months ended 30 September 2016 are
the same as those followed in the preparation
of the annual financial statements of the
Group for the year ended 31 March 2016.

2.

B

FERRAR & MR TIAE T (B
T ES - BRIRARRIIRE
BBXT(XT))  ARAEE
ERR REFREEAEE
MRBEBBRATE - B&
B TT27 iRk A M SRR -

BRGAMBHRRCIREER
SEAE ([ B EFEAE])
M B F R G AT R 345
(IBFEEAERE3MR ) P&
HMBEBEREERARSME
BRABIRIZFRESR LR A
EiR EMRAN) F18EAEM
BERERR -

FREABE

BRETERITARATENE
o BERAGATRHMBEND
RIBESERAEERE - [T
NEEN BEZFT—REF
AA=1A EXEA KA &
ERHMBERARAE K
REFEFRRRAEEE
E-E-RE=ZA=+—HIE
FEE2FUBRRMERBE —
B o
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Notes to the Condensed Consolidated

Financial Statements
MEAR S ME R

For the six months ended 30 September 2016 #Z=Z—"FNA=+HIE~EA

3.

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Business combinations

Acquisitions of businesses are accounted for
using the acquisition method. The
consideration transferred in a business
combination is measured at fair value, which
is calculated as the sum of the acquisition-
date fair values of the assets transferred by
the Group, liabilities incurred by the Group to
the former owners of the acquiree and the
equity interests issued by the Group in
exchange for control of the acquiree.
Acquisition-related costs are generally
recognised in profit or loss as incurred.

At the acquisition date, the identifiable assets
acquired and the liabilities assumed are
recognised at their fair value, except that:

. deferred tax assets or liabilities, and
assets or liabilities related to employee
benefit arrangements are recognised
and measured in accordance with HKAS
12 “Income Taxes” and HKAS 19
"Employee Benefits” respectively;

. liabilities or equity instruments related
to share-based payment arrangements
of the acquiree or share-based payment
arrangements of the Group entered into
to replace share-based payment
arrangements of the acquiree are
measured in accordance with HKFRS 2
at the acquisition date; and

. assets (or disposal groups) that are
classified as held for sale in accordance
with HKFRS 5 “Non-current Assets Held
for Sale and Discontinued Operations”
are measured in accordance with that
standard.
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Notes to the Condensed Consolidated

Financial Statements
MRS ME RN E

For the six months ended 30 September 2016 BZE—ZT— X FNA=T+BIEEA

3.

15

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Business combinations (Continued)
Goodwill is measured as the excess of the
sum of the consideration transferred, the
amount of any non-controlling interests in the
acquiree, and the fair value of the acquirer’s
previously held equity interest in the acquiree
(if any) over the net of the acquisition-date
amounts of the identifiable assets acquired
and the liabilities assumed. If, after
reassessment, the net of the acquisition-date
amounts of the identifiable assets acquired
and liabilities assumed exceeds the sum of
the consideration transferred, the amount of
any non-controlling interests in the acquiree
and the fair value of the acquirer’s previously
held interest in the acquiree (if any), the
excess is recognised immediately in profit or
loss as a bargain purchase gain.

Non-controlling interests that are present
ownership interests and entitle their holders
to a proportionate share of the entity’s net
assets in the event of liquidation may be
initially measured either at fair value or at the
non-controlling interests’ proportionate share
of the recognised amounts of the acquiree’s
identifiable net assets. The choice of
measurement basis is made on a transaction-
by transaction basis. Other types of non-
controlling interests are measured at fair
value or, when applicable, on the basis
specified in another standard.
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Notes to the Condensed Consolidated

Financial Statements
MEAR S ME R

For the six months ended 30 September 2016 #Z=Z—"FNA=+HIE~EA

3.

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Business combinations (Continued)
When the consideration transferred by the
Group in a business combination includes
assets or liabilities resulting from a contingent
consideration arrangement, the contingent
consideration is measured at its acquisition-
date fair value and included as part of the
consideration transferred in a business
combination. Changes in the fair value of the
contingent consideration that qualify as
measurement period adjustments are
adjusted retrospectively, with the
corresponding adjustments against goodwill.
Measurement period adjustments are
adjustments that arise from additional
information obtained during the
“measurement period” (which cannot exceed
one year from the acquisition date) about
facts and circumstances that existed at the
acquisition date.

If the initial accounting for a business
combination is incomplete by the end of the
reporting period in which the combination
occurs, the Group reports provisional
amounts for the items for which the
accounting is incomplete. Those provisional
amounts are adjusted during the
measurement period (see above), and
additional assets or liabilities are recognised,
to reflect new information obtained about
facts and circumstances that existed at the
acquisition date that, if known, would have
affected the amounts recognised at that date.

Goodwill

Goodwill arising on an acquisition of a
business is carried at cost as established at
the date of acquisition of the business (see
the accounting policy above) less
accumulated impairment losses, if any, and is
presented separately in the consolidated
statement of financial position.
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Notes to the Condensed Consolidated
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3.

17

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Goodwill (Continued)

For the purposes of impairment testing,
goodwill is allocated to each of the Group’s
cash-generating units, or groups of cash-
generating units that is expected to benefit
from the synergies of the combination.

A cash-generating unit (“CGU") to which
goodwill has been allocated is tested for
impairment annually, or more frequently
when there is an indication that the unit may
be impaired. If the recoverable amount of the
CGU is less than its carrying amount, the
impairment loss is allocated first to reduce
the carrying amount of any goodwill allocated
to the unit and then to the other assets of the
unit on a pro-rata basis based on the carrying
amount of each asset in the unit. Any
impairment loss for goodwill is recognised
directly in profit or loss. An impairment loss
recognised for goodwill is not reversed in
subsequent periods.

On disposal of the relevant CGU, the
attributable amount of goodwill is included in
the determination of the amount of profit or
loss on disposal. The Group’s policy for
goodwill arising on the acquisition of an
associate or a joint venture is described
below.

Investments in associates

An associate is an entity over which the
Group has significant influence. Significant
influence is the power to participate in the
financial and operating policy decisions of the
investee but is not control or joint control over
those policies.
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Notes to the Condensed Consolidated

Financial Statements
MEAR S ME R

For the six months ended 30 September 2016 #Z=Z—"FNA=+HIE~EA

3.

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Investments in associates (Continued)
The results and assets and liabilities of
associates are incorporated in these
consolidated financial statements using the
equity method of accounting, except when
the investment, or a portion thereof, is
classified as held for sale, in which case it is
accounted for in accordance with HKFRS 5.
Under the equity method, an investment in an
associate is initially recognised in the
consolidated statement of financial position at
cost and adjusted thereafter to recognise the
Group's share of the profit or loss and other
comprehensive income of the associate.
When the Group’s share of losses of an
associate exceeds the Group's interest in that
associate (which includes any long-term
interests that, in substance, form part of the
Group's net investment in the associate), the
Group discontinues recognising its share of
further losses. Additional losses are
recognised only to the extent that the Group
has incurred legal or constructive obligations
or made payments on behalf of the associate.

An investment in an associate is accounted
for using the equity method from the date on
which the investee becomes an associate. On
acquisition of the investment in an associate,
any excess of the cost of the investment over
the Group's share of the net fair value of the
identifiable assets and liabilities of the
investee is recognised as goodwill, which is
included within the carrying amount of the
investment. Any excess of the Group’s share
of the net fair value of the identifiable assets
and liabilities over the cost of the investment,
after reassessment, is recognised immediately
in profit or loss in the period in which the
investment is acquired.
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19

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Investments in associates (Continued)
The requirements of HKAS 39 are applied to
determine whether it is necessary to
recognise any impairment loss with respect to
the Group’s investment in an associate. When
necessary, the entire carrying amount of the
investment (including goodwill) is tested for
impairment in accordance with HKAS 36 as a
single asset by comparing its recoverable
amount (higher of value in use and fair value
less costs of disposal) with its carrying
amount. Any impairment loss recognised
forms part of the carrying amount of the
investment. Any reversal of that impairment
loss is recognised in accordance with HKAS
36 to the extent that the recoverable amount
of the investment subsequently increases.
The Group discontinues the use of the equity
method from the date when the investment
ceases to be an associate, or when the
investment is classified as held for sale. When
the Group retains an interest in the former
associate and the retained interest is a
financial asset, the Group measures the
retained interest at fair value at that date and
the fair value is regarded as its fair value on
initial recognition in accordance with HKAS
39. The difference between the carrying
amount of the associate at the date the equity
method was discontinued, and the fair value
of any retained interest and any proceeds
from disposing of a part interest in the
associate is included in the determination of
the gain or loss on disposal of the associate.
In addition, the Group accounts for all
amounts previously recognised in other
comprehensive income in relation to that
associate on the same basis as would be
required if that associate had directly
disposed of the related assets or liabilities.
Therefore, if a gain or loss previously
recognised in other comprehensive income
by that associate would be reclassified to
profit or loss on the disposal of the related
assets or liabilities, the Group reclassifies the
gain or loss from equity to profit or loss (as a
reclassification adjustment) when the equity
method is discontinued.
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Notes to the Condensed Consolidated

Financial Statements
MEAR S ME R

For the six months ended 30 September 2016 #Z=Z—"FNA=+HIE~EA

3.

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Investments in associates (Continued)
The Group continues to use the equity
method when an investment in an associate
becomes an investment in a joint venture or
an investment in a joint venture becomes an
investment in an associate. There is no
remeasurement to fair value upon such
changes in ownership interests. When the
Group reduces its ownership interest in an
associate or a joint venture but the Group
continues to use the equity method, the
Group reclassifies to profit or loss the
proportion of the gain or loss that had
previously been recognised in other
comprehensive income relating to that
reduction in ownership interest if that gain or
loss would be reclassified to profit or loss on
the disposal of the related assets or liabilities.

When a group entity transacts with an
associate of the Group (such as a sale or
contribution of assets), profits and losses
resulting from the transactions with the
associate or joint venture are recognised in
the Group's consolidated financial statements
only to the extent of interests in the associate
or joint venture that are not related to the
Group.
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For the six months ended 30 September 2016 HZ=—=—%

3.

21

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Intangible assets

Intangible assets acquired in a business
combination

Intangible assets acquired in a business
combination are recognised separately from
goodwill and are initially recognised at their
fair value at the acquisition date (which is
regarded as their cost). Subsequent to initial
recognition, intangible assets acquired in a
business combination with finite useful lives
are carried at cost less accumulated
amortisation and accumulated impairment
losses.

Amortisation for intangible assets with finite
useful lives is recognised on a straight-line
basis over their estimated useful lives.
Alternatively, intangible assets acquired in a
business combination with indefinite useful
lives are carried at cost less any subsequent
accumulated impairment losses (see the
accounting policy in respect of impairment of
tangible and intangible assets below).

An intangible asset is derecognised on
disposal, or when no future economic benefits
are expected from use or disposal. Gains or
losses arising from derecognition of an
intangible asset are measured as the
difference between the net disposal proceeds
and the carrying amount of the asset and are
recognised in profit or loss when the asset is
derecognised.
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Notes to the Condensed Consolidated

Financial Statements
MEAR S ME R

For the six months ended 30 September 2016 BZE—ZT— X FNA=T+BIENEA

3.

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Equity-settled share-based payment
transactions

Share options granted to directors and
employees

The fair value of services received determined
by reference to the fair value of share options
granted at the grant date is expensed on a
straight-line basis over the vesting period or
recognised as an expense in full at the grant
date which the share options granted vest
immediately, with a corresponding increase in
share option reserve.

At the end of the reporting period, the Group
revises its estimates of the number of options
that are expected to ultimately vest. The
impact of the revision of the original estimates
during the vesting period, if any, is recognised
in profit or loss such that the cumulative
expense reflects the revised estimate, with a
corresponding adjustment to share option
reserve.

When the share options are exercised, the
amount previously recognised in share option
reserve will be transferred to share premium.
When the share options are forfeited after the
vesting date or are still not exercised at the
expiry date, the amount previously recognised
in share option reserve will be transferred to
retained profits.
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23

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Equity-settled share-based payment
transactions (Continued)

Share options granted to other parties
Share options issued in exchange for goods
or services are measured at the fair values of
the goods or services received. The fair values
of the goods or services received are
recognised as expenses, with a corresponding
increase in share option reserve, when the
Group obtains the goods or when the
counterparties render services, unless the
goods or services qualify for recognition as
assets.

Application of new and revised
Hong Kong Financial Reporting
Standards (“HKFRSs")

In the current interim period, the Group has
applied the following new and revised HKFRSs
issued by the HKICPA for the first time in
current period:

Amendments to Accounting for Acquisitions of
HKFRS 11 Interests in Joint Operations

Amendments to HKAS 1 Disclosure Initiative

Amendments to Clarification of Acceptable
HKAS 16 and HKAS 33 methods of Depreciation

and Amortisation

Amendments to Agriculture: Bearer Plants
HKAS 16 and HKAS 41

Amendments to Equity Method in Separate
HKAS 27 Financial Statements

Amendments to Investment Entities: Applying
HKFRS 10, HKFRS 12 the Consolidation
and HKAS 28 Exception

Amendments to HKFRSS  Annual Improvements to

HKFRSS 2012-2014 Cycle
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Notes to the Condensed Consolidated

Financial Statements
MEAR S ME R

For the six months ended 30 September 2016 #Z=Z—"FNA=+HIE~EA

3.

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Application of new and revised
Hong Kong Financial Reporting
Standards ("HKFRSs") (Continued)

The application of these new and revised
HKFRSs did not have any material impact on
the Group's condensed consolidated interim
financial information.

REVENUE AND SEGMENT
INFORMATION

The Group's operating segments are
determined based on information reported to
the chief operating decision maker of the
Group (the executive directors of the
Company who are also directors of certain
major operating subsidiaries), for the purpose
of resource allocation and performance
assessment. These directors regularly review
revenue and results analysis by (i) OEM
Business, (i) Retail Business and (iii) Money
Lending Business. No analysis of segment
assets or segment liabilities is presented as
such information is not regularly provided to
these directors.

(i) OEM Business: manufacturing and sales
of OEM garment products

(i) Retail Business: retailing and wholesaling
of garment products under the Group’s
own brand and high-end fashion brand

(i) Money Lending Business: provision of
loan services
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Notes to the Condensed Consolidated
Financial Statements

EERR S M GHRRME

For the six months ended 30 September 2016 BZE—ZT— X FNA=T+BIEEA

4. REVENUE AND SEGMENT 4. KSRHSBEHZ)
INFORMATION (Continued)
Segment revenue and results DI R R LA
The following is an analysis of the Group'’s AEEIZAEREEEDFHE
revenue and results by reportable and DR REESTHT
operating segments:
Six months ended 30 September 2016 E_E-ARFAA=ZTAHL
(unaudited) ANMEA CREER)

Money
OEM Retail lending  Segment
Business  Business  husiness total Eliminations Total
Rkt

REXH  TERE  RERE B4R Hi it
HKS'000  HKS'000  HK$'000  HKS'000  HK$'000  HK$'000
TR Tixn TR TR Tixn TR

Revenue e
External sales e 42,812 3,746 955 47,513 - 47,513
ersegmentsalest  HBEEE* 480 = - 480 (480) -
Total segment revenue 85 HMiE 43,292 3,746 955 47,993 (480) 47,513
Results 25
Segment results PHEE (16,220) (7,306) 797 (22,7129) (22,729)
Coporateexpenses  AEER (52,198)
Share of result of an AME—FEELH
associate GES (7.845)
Finance costs HBRE (74e)
Otherincome andother  EfI AL R
gains and losses Efilak
BE 87
losshelore taxation ~~ BeRiEIEE (83,431)
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Notes to the Condensed Consolidated

Financial Statements
MEAR S ME R

For the six months ended 30 September 2016 BZE =T — A FNA=T+HBILNEA

4. REVENUE AND SEGMENT
INFORMATION (Continued)
Segment revenue and results
(Continued)

Six months ended 30 September 2015
(unaudited)

OEM
Business

BliERIK
HKS'00!

=
B0

Revenue Wiz

4.

Retall
Business

BakIBEHE)

2 EB U am e SR AR ()

Segment
total  Eiminations
i
HK$'000

fat
HK$'000
T T

External sales HiMEE 11,270 7970 119,240 - 119,240

Inter-segment sales* DEEEE* 4,313 - 4,343 (4,343) -
Total segment revenue B EIEE 115,613 7,970 123,583 @343 119240
Results 5

Segment results s 10,060 (5823 4,237 - 4,237

Corporate expenses TERY (5,688)

Finance costs gt (1.233)

Otherincome and other — E U A DA R Bt

gains and losses WX REE 4,787

Profit before taxation B AR 2103
* Inter-segment revenue is charged at * D EE W R ERITIISER

prevailing market rates.

Segment results represents profit earned
from each segment without allocation of
other income and other gains and losses,
corporate expenses, share of result of an
associate and finance costs. This is the
measure reported to the chief operating
decision maker of the Group for the purpose
of resource allocation and performance
assessment.

HEIRE 2016 o HEEMIERARAE

ABR

7 BB AE R & 0 BB AT PR AR B
A B3R B E A WA A B
HipWas M BE - bEFMX
DI —REE RR N EE N
BRA - fHAAEEERL
EREEZWAD LB R KA
HRBENFAETE
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Financial Statements
MRS ME RN E

For the six months ended 30 September 2016 BZE—ZT— X FNA=T+BIEEA

5.

27

OTHER INCOME 5. HfukA

Three months ended Six months ended
30 September 30 September
HEAA=THL=MEA BENA=THLAEA
2016 2015 2016 2015
“E-nF ZT-RF  Z¥-xF ZT-0F

HK$'000 HK$'000 HK$'000 HK$
TAL AL TAT BT
(unaudited) (unaudited)
(REEZ) %) (REER)

Claims receivable from customers  §i& FEUE ] £4)

for cancelled orders EUZRE 90 1,349 108 5,086
Rental income from an investment 5t & —IB1R &4
property LA - - - 83
Bank interest income RTFIBMA 13 - 14 1
Others Hity 6 2 12 177
109 1,371 134 5,347
OTHER GAINS AND LOSSES 6. HtuEaREE

Three months ended Six months ended
30 September 30 September
BZhA=THL=[EA HZAA=TALEAER
2016 2015 2016 2015
ZE-X§ ZT-nF ZB-xf —T-IF

HK$'000 HK$'000 HK$'000 HK$'000
TAL AL TAR TEL
(unaudited)  (unaudited) (unaudited)  (unaudited)
(REE®R) %) (REER) )

Net loss on disposal of property,  HEWZ  BER

plantand equipment RENEETE - (398) = (183)
Others ity (47) (170) (47) (270)
(47) (568) (47) (453)
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B S M B ERERME
For the six months ended 30 September 2016 BZE =T — A FNA=T+HBILNEA
7. FINANCE COSTS 7. MERE
Three months ended Six months ended
30 September 30 September
HEAA=THL=REA HERA=TRLAEA
2016 2015 2016 2015
ZE-XE ZE-Rf ZB-XE 1%
HK$'000 HK$'000 HK$'000
Ti#n FiE T
(unaudited) (unaudited)
(REEH) (REER) (REBR)
Interest on: TFHISERFIE :
Bank borrowings wholly ERREREH
repayable within five years BENBTES 326 713 685 1229
Obligations under finance leases  BEATRE B - 2 - 4
Amounts due to directors ERESHE 61 - 61 -

387 715 746 1,233
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Notes to the Condensed Consolidated
Financial Statements
MRS ME RN E

For the six months ended 30 September 2016 BZE—ZT— X FNA=T+BIEEA
8. INCOME TAX (CREDIT) EXPENSE 8. FifsM(ER)AX

Three months ended Six months ended
30 September 30 September
HEAA=THL=MEA BENA=THLAEA
2016 2015 2016 2015
“E-nF ZT-RF  Z¥-xF ZT-0F

HK$'000 HK$'000 HK$'000 HK$'000
TAL AL TAT TAL
(unaudited)  (unaudited) (unaudited)  (unaudited)
(REER) %) (REER) %

Hong Kong Profits Tax (Note (1)~ &8RS H (A& ()

— current period — RER (195) 1,309 - 2,637

PRC Enterprise Income Tax (‘EIT") - R Bl EFTER

(Note (i) — current period (I2F1E%))
(F3E () — A B8 - 186 - 186
(195) 1,495 - 2823
Deferred tax EREHE (291) (36) (290) (60)
(486) 1,459 (290) 2,763

Notes: PiE -

(i) Hong Kong U §’% P
Hong Kong Profits Tax is calculated at 16.5% BRMNGH R A ERD
of the estimated assessable profit. EMEN16.5%5THE -

(i) PRC O
PRC EIT is calculated based on the statutory PEERAERDELER
rate of 25% of the assessable profit for those e B K 7 B BB 2 AR
subsidiaries established in the PRC, as i 7 25% 8) 5 E B R &5
determined in accordance with the relevant A3 BABE = Ty iR I o AR A AT
income tax rules and regulations in the PRC. BRI S FHIFERE -
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For the six months ended 30 September 2016 BZE =T — A FNA=T+HBILNEA

9. gl*l(ﬁ'ﬁ)iﬁﬂ/ﬂﬁﬂi

9. (LOSS) PROFIT FOR THE PERIOD/

COST OF SALES

(Loss) profit for the period

Profit (loss) for the period
has been arrived at after
charging (credlting):

Directors' remuneration:
—Fees

— Other emoluments, Salaries and

other benefits
— Retirement benefit scheme
contributions

Other staff salaries and allowances

Retirement benefit scheme
contributions, excluding those of
directors

Share-based payments

Total employee benefits expenses

Cost of inventories recognised as an
expense

Depreciation of an investment
property

Depreciation of property, plant and
equipment

Amortisation of intangible assets
(Included in administrative and
other expenses)

Amortisation of prepaid lease
payments

Allowance for inventories

Net exchange loss

A R KRR A

WTREBHRGHERR

EEFH -
—Hg
—Hi#E TE
KA

— BB BN

HETTE L2
RINERIGHEIGLS
(EZH5)

SABRAD RERRR

EEBMA R
ERZRFXH
FERA
—ERANENE
N% BELRENE
EVAEHS
FATTER
AbF%)
BNRETREH

FERE
EXERER

M (&R) &

Three months ended
30 September
HEAA=THL=fEA

2016 2015
ZE-RE “Z-1f%
HK$'000
T
Unaudited)

HK$'000
TiEn
(unaudited)
(REEH)

Six months ended
30 September
BENA=THILAER

2016
ZE-RE
HK$'000
TiEn
(unaudited)
(REEH)

2015
“5-1%
HK$'000
THL

1,286 1786 1,902 3526
= 252 = 18

9 4 18 IR
1,295 2,082 1,920 4035
8,143 10840 14,063 29714
207 26 428 o
3214 - 3214 -
12,859 13138 19,625 26,520
33,394 62,133 51,336 87,173
19 20 38 0
536 1293 1,159 2731
1,152 - 1,152 -
28 27 48 9
7441 - 7441 -
375 8 503 76
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Notes to the Condensed Consolidated
Financial Statements
MRS ME RN E

For the six months ended 30 September 2016 HZ=—=—%
9. (LOSS) PROFIT FOR THE PERIOD/ 9.
COST OF SALES (Continued)
Costs of sales
Cost of sales included cost of inventories and
other direct operating cost of retail business
such as rental of retail shops.
10. DIVIDEND
The Board does not recommend the payment
of a dividend for the six months ended 30
September 2016 (2015: Nil).
11. (LOSS) EARNINGS PER SHARE
The calculation of the basic (loss) earnings per
share attributable to owners of the Company
is based on the following data:

Three months ended
30 September
BERA=THL=(EA

2016
ZE-RE

HK$'000
TEn
(unaudited)
(REBE7)

(Loss) earnings (B8)2H
(Loss) earnings for the purposes of J””W@Mﬂﬁﬁﬁ%
basic earnings per share (loss) profit &) (518 ) BF| (K27

10.

11.

—RENA=THIEREAR

B (B51R)R% SHER
*(#)

HEAE
HERABREFERARTE
EBRMEMERLERA - 0
TERWHER -

B2
Exgfga@Eniaz_—_T—X
FAA=1 A EAREA KR
B(ZZE—hF |-

=2 (HiR) 2%
ARBHEBEABEERER (B
18) BA TR A T BURETE -

Six months ended
30 September
BENA=TALAEA
2015 2016 2015
1% ZE-xf —T-1F
HK$'000 HK$'000
BT TE
(Unaudited)  (unaudited)
) (REER)

2922 (82,253) (660)

forthe period attrioutsble tothe A AEEHR (EE)

owners of the Company) i) (67,757)
Number of shares RA#E
Weighted average number of ordinary 5t ESRER (B )WJ

shares in issue for the purposes of Fﬁﬁ%ﬁ’]ﬂ%ﬁ‘ﬂ EFc)

basic (loss) eamings per share MEFIE

Effect of dilutive potential ordinary ~ EEERREBEINER
shares in respect of share options ~ AELBRATE
(Note) (F3p) =

23,399,289,764 20,000,000,000 21,776,862,885 20,000,000,000

Weighted average number of ordinary
shares for the purposes of dilutive
(loss) earnings per share

EEREE(ER )’W
FRNEETLR
mE¥aE

23,399,289,764 20,000,000,000 21,776,862,885 20,000,000,000
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For the six months ended 30 September 2016 #Z=Z—"FNA=+HIE~EA

11.

12.

13.

(LOSS) EARNINGS PER SHARE

(Continued)

Note: The computation of diluted loss per share for
the three months and six months ended 30
September 2016 does not assume the
exercise of the Company’s share options
since their exercise would result in an
increase in loss per share.

The weighted average number of ordinary
shares for the purpose of basic earnings (loss)
per share for the three months and six
months ended 30 September 2016 and 2015
have been adjusted for the subdivision of
shares as detailed in note 19(i).

No diluted (loss) earnings per share has been
presented for the three months and six
months ended 30 September 2015 as the
Company has no potential dilutive ordinary
shares outstanding during both periods.

INTANGIBLE ASSETS

The intangible assets represent trademark and
employment service contract which arose
from acquisition of business as disclosed in
note 21.

INTEREST IN AN ASSOCIATE

On 28 April 2016, the Group entered into a
sales and purchase agreement with New Star
International Development Limited, SOPD,
Incsight Limited, Zhu Jun, Lai Kwok Ho, Li Jia,
Chi Weina and Ji Wei (collectively the
“Vendors”) and The9 Limited ("Guarantor”)
pursuant to which the Group conditionally
agreed to purchase 47.63% of equity interests
in Red 5 Studios, Inc. (“Red 5"), a limited
liability company incorporated in Delaware,
the United States of America.

1.

12.

13.

SR (5R) &7 (9

M EBRE-T—<ENSA
=tRIE=EARAEAD
SRS B BB A A
68 AR R 7T - TR T
i 5 8 B R AR AR 1 -

HEME-T-AER-T
—RAEAASTALE=EAR
AMEAHSRERBF (FE)
R0 2 B R 0 F 9 B B
I 2 19000 B 5% 0L 69 A 1) 3 40
B -

F I A 2 B 7 ] O B
TTHEIBEERETE B - ®
VEZINBE_T-—0FNA
=t+BIE=EARKNEANE
P tses (fE518) &) -

RLRE

B EERME 2V RERE
EBELENBERERRSE S
# e

R—XBHELFNHES
RZEBE—XRFMA=+NAH -
A £E[E £ New Star International
Development Limited ~ 3 77 B
Ik  Incsight Limited ~ 2&58% - Lai
Kwok Ho ~ Li Jia * Chi Weina & Ji
Wel(BITER D REAHT
TERADFTVESEHE &
It AEBEEEHREEREERed
5 Studios, Inc. ([Red 51+ ® =
FER & BB A N s AR S
HABRAR]) K 47.63% [ HE
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For the six months ended 30 September 2016 BZE—ZT— X FNA=T+BIEEA

13. INTEREST IN AN ASSOCIATE

(Continued)

Red 5 and its subsidiaries are principally
engaged in the development of innovative
entertainment software and online games in
the United States of America, Europe, the PRC
and Southeast Asia. The acquisition was
completed on 20 June 2016. 226,022,723
shares of the Company were allotted and
issued to Vendors in proportion to numbers of
shares sold by each of the Vendor.

Cost of investment in Red 5 and its
subsidiaries was approximately
HK$472,387,000, which represented the fair
value of the ordinary shares of the Company,
determined using the published bid price
available at 20 June 2016.

14. LOAN RECEIVABLES
The exposure of the Group'’s fixed-rate loan
receivables to interest rate risks and their
contractual maturity dates are as follows:

Fixed-rate loan receivables:

[ ERSIES-E

13. RARAMBUKRE (&)

Red 5 K& E P8 2~ &) = 2R EF)
BERE - BOM - hERRE
TRE AR LT KR iz
B % - WHER T — K%
NAZ+HRBREMK 226,022,723
AR B EIZE T &
IR PIRCE R BEITTRET

Red 5 KK B A RIMILE K AL
£472,387,000/8 7 Bl — =
—NENA-THERAMEE
gﬁﬁ%i$®ﬂ%‘@%a@@$

14. BIgE®R
7 2 [ & 5F A & e Uk B RS
R 9 F = @ b & B A E B H#A H
mF

31 March
2016
ZTE—RF
=A=+—H
HK$'000
FHETT
(audited)
(K== %)

30 September
2016
—EB-REF

hB=+H

HK$'000
FHExT
(unaudited)
(REEEXR)

=

Within one year —F R 50,000 -

In more than one year but —F LA FETHERB
not more than two years M F 35,000 -
85,000 -
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For the six months ended 30 September 2016 HE —Z— FNLA=
14. LOAN RECEIVABLES (Continued)
The ranges of effective interest rates on the

+HIEAEA
14. BIgEH (&)
AEEEUERNERF XL

Group's loan receivables are as follows: E 7T -
30 September 31 March
2016 2016
—E-—RE —E-RF
PA=+B  =ZA=+-H
HK$'000 HK$'000
TET FET
(unaudited) (audited)
(REEER) (%)
Effective interest rate: ERFIE
12% to 18% p.a.
FR=E N/A
Fixed-rate loan receivables JE U & E FII R B 3R 12EZ18E TiEA
The collaterals of loan receivables included EWEZTNERBEBEESEL
shares of a private company in Hong Kong ARNTI R —REZFT ETHA T
and a company listed on the Stock Exchange. AR °
15. TRADE AND OTHER RECEIVABLES 15. ¥ 5 R HEfhfEIxERIE
30 September 31 March
2016 2016
—E—RF
hB=+H
HK$'000 HK$'000
FHExT FHTT
(unaudited) (audited)
(REE&ER) (K== %)
Trade receivables, net of B SR EIE (k%
allowance for doubtful debts  REE#E ) 8,076 23,556
Prepayments, depositsand ~ FENFRIAE - 1R K
other receivables H o e U sRIA 5,378 4,861
Interest receivables FEUFI B 955 -
Consideration receivable FEURE = 14,149
14,409 42,566

HEIRE 2016 o HEEMIERARAE
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For the six months ended 30 September 2016 BZE—ZT— X FNA=T+BIEEA
15. TRADE AND OTHER RECEIVABLES 15. ¥ 5 E%IE (&)

(Continued)
The Group allows credit period ranging from AEERTREFEREESE
30 days to 60 days to customers from OEM FREEHNTI0HEGAR -
Business. For Retail Business, its revenue REEEBmS  HWARE
comprises of cash, credit card sales and Be FRAFNHEERTEED
concessionaire sales through concession EERETHTEHRE BT
counters in department stores. The credit BITEEERENEERNT
period granted to banks and department 30H260H -
stores ranges from 30 days to 60 days.
The following is an ageing analysis of trade LT ARREBRZESR A
receivables, net of allowance for doubtful SWEIREEERENALE
debts presented based on the invoice date or 23K E ZEWFIE (kR RE
the monthly statement received from BREE) BRI D AT ©
department stores at the end of the reporting
period.
30 September 31 March
2016 2016
—E—XREF ZE—RF
hB=+H =A=+—H
HK$'000 HK$°000
FTHET FAT
(unaudited) (audited)
(RECER) (FeE=%)
0-30 days 0&30H 6,247 21,412
31-60 days 31£60H - 444
61-90 days 61290 A — 202
Over 90 days 90 BIAE 1,829 1,498
8,076 23,556
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EERRE M HRERME
For the six months ended 30 September 2016 BZE =T — A FNA=T+HBILNEA
16. TRADE PAYABLES 16. BHEARE
The ageing analysis of the trade creditors NEREHRIREXEZFEH 27
presented based on the invoice date at the B E SR R RER R DT85
end of each reporting period is as follows: T
30 September 31 March
2016 2016
—E—XE T —NF
hB=+B =A=+—H
HK$'000 HK$°000
FERT FHTT
(unaudited) (audited)
(REEX) (FeE=Z)
0to 60 days 0E60H 134 13,808
6110 90 days 61290 H - 7
Over 90 days 90BN E 288 290
422 14,105

17.

AMOUNTS DUE TO DIRECTORS 17. BAERRE

The balances represented amounts due to BHREBRERNTRREZAEER
Mr. Ng Ka Ho and Mr. Ma Chi Ming. The BEREENRIE - ZFEH
balances were denominated in HK$, bearing LABTLEHE - HETFMESE
interest at the fixed rate of 8% per annum, FHE - B LARENRERE -

unsecured and repayable on demand.
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For the six months ended 30 September 2016 &Z—Z—/NF A=+ H LA A
18. BANK BORROWINGS

37

During the current interim period, the Group
obtained new bank borrowings amounting to
approximately HK$36,495,000 (2015:
approximately HK$73,841,000) and repaid
approximately HK$56,834,000 (2015:
approximately HK$61,994,000).

The bank borrowings of the Group are
secured and repayable within one year from
the end of the reporting period based on
scheduled repayment dates set out in the
loan agreements. All the bank borrowings
contain a repayable on demand clause,
hence, the amounts are shown under current
liabilities.

The bank borrowings as at 30 September 2016
carry interest at Trade Finance Rate quoted
by the lender plus 1.00% to 1.75% per annum
(31 March 2016: carry interests at Trade
Finance Rate quote by the lender plus 1.00%
to 1.75% per annum). The ranges of effective
interest rates on borrowings are 4.26% to
8.22% per annum as at 30 September 2016 (31
March 2016: 2.01% to 6.75% per annum).

The trust receipt loans of HK$1,695,000 and
advance to manufacturers on purchase
orders of HK$7,002,000 (31 March 2016: trust
receipt loan of HK$11,816,000 and advance to
manufacturer loans of HK$17,221,000) were
secured by:

— Undertakings of certain subsidiaries of
the Company

—  Pledged bank deposits of HK$14,211,000
(31 March 2016: HK$14,418,000)

18.

MITHE

RAFREERE - AREBESL
36,495,000 L ( Z T — R F :
#973,841,0007 7T ) KT iE R 17
BE - WIEE 456,834,000 7T
—E—RF 461,994,000
T MEE -

AEBNRITEESFERM R
ARBER BRI EEER
BEIR RS AREF —FAE
B-MAERITEEHEBSAR
EREENGR Bt %F
FERRBREATIIR °

T—XRNENA=1+H R
ERERAFHESME
KRANEFR100E K175
(ZZE—RF=ZA=1+—

CCm Y TF | |

FE100E =1.75F 5
cHRZE—XRFNLAZ=ZT
CEEEBERERNTA426
BEINE(ZZE—RNFE=A
=+t—H:FMENHTF201E
Z675[E) o

D ¢ $¢ IO 24 20 O 53
~— =
|
<FH

AE1,695,00078 7T HY 2 U B
B3R A& 807,002,000 7T 5t B
BRI ERREmRENRR(Z
E—-RNE=ZA=+—0: A%
11,816,000 ST E sEHUE E X
5 5 8017,221,000 % 7T B 2
%ﬁ%%%ﬂmﬂﬂ%ﬁﬁﬁ
f

—  ARAETHBR R

— 5 #14,211,000% T &
BEBETER(ZZ
—RNE=ZA=+—8":
14,418,000 7T)
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For the six months ended 30 September 2016 #Z=Z—"FNA=+HIE~EA

18.

BANK BORROWINGS (Continued)
During the current interim period, the Group
could not comply with certain bank covenants
under the bank facilities, which are primarily
related to the consolidated tangible net worth
of the Group. On discovery of the breach, the
directors of the Company informed the lender
and commenced a renegotiation of the terms
of the borrowings with the relevant banker.
As at 31 March 2016, the relevant bank
borrowings amounted to approximately
HK$8,697,000. In addition, on 11 May 2016,
the Group further breached another covenant
requirement of the bank borrowings as the
Group could not comply with the shareholding
requirement upon the enforcement of Share
Charge as stated in note 1. Up to the date of
approval for issuance of these condensed
consolidated financial statements, all the
outstanding bank borrowings have been
repaid and no new bank borrowings have
been obtained. In any event, the directors of
the Company believe that adequate
alternative sources of finance are available to
ensure that there is no threat to the
continuing operations of the Group.

18. MBITHEE &)

RARREREART - REE R EEE
SPIRTTRRE A B TIRITRYY -
FHEGEREERAEESEEE
FEFEERE REIRENER -
ARAREBNGEEALRS
ERRRIRITE R B E ISR -
R-E—-—RE=A=+—08"
HHRIIR 1T E B4 A 8,697,000 7
e N RZZE—XR&EHA
+—B AEBNBERS—
ZHRE - REBAERKEE
A1 ATl g/ T IR Y
BRERK - HEZSHHALKSE
M REMETIZEBE B
EMARITESE  BXERSE
EEFBITEE - RERIBR
T ARRIEEREAEBEM
TR BER BREYAEE
SEISEWEBKEE
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For the six months ended 30 September 2016 BZE—ZT— X FNA=T+BIEEA

19. B&&F

19. SHARE CAPITAL

Authorised:
— At 1 April 2016, ordinary
shares of HK$0.01 each

— Increase in authorised
share capital,ordinary
shares of HK$0.002
gach

— At 30 September 2016,
ordinary shares of
HK$0.002 each

Issued and fully paid:
— At 1 April 2016, ordinary
shares of HK$0.01 each

—Issue of shares upon
acquisition of an
associate

— Share subdvision of
HK$0.002 each

— Issue of shares upon
placing

— Exercise of share options

— At 30 September 2016,
ordinary shares of
HK$0.002 each

EE

—RIZ-~EEA-B-
BREE001
BLHEER

— TR §HE
fE0.002BTLMERR

—RIE-RF
AE=18"
EREE00025T
MEER (i

BRTRHE

—RZT-EEA-H-
BREE00IET
LRk

— - R A DRI
Tt

—BOnRASRER
000277 (i
— REERETRY
(i)
—TERRE (iv)

—RIE-1F
AB=18"
BREEE0.002/8 T H
LRk

Number of
shares
R EE

Amount
=8
HK$'000
TAT

10,000,000,000 100,000
40,000,000,000 -
50,000,000,000 100,000
4,000,000,000 40,000
226,022,723 2,260
16,904,090,892 -
2,869,886,385 5740
1,600,000,000 3,200
25,600,000,000 51,200
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For the six months ended 30 September 2016 #Z=Z—"FNA=+HIE~EA

19. SHARE CAPITAL (Continued)

Notes:

@

(iif)

On 20 June 2016, 226,022,723 ordinary
shares of the Company of HK$0.01 each
were issued in relation to the acquisition of
an associate as disclosed in note 13.

Pursuant to the resolutions of the
shareholders passed at an extraordinary
general meeting of the Company on 21 June
2016, every one issued and unissued
ordinary share with a par value of HK$0.01
each in the share capital of the Company
was subdivided into 5 ordinary shares with a
par value of HK$0.002 each, such that the
authorised share capital of the Company is
HK$100,000,000 divided into 50,000,000,000
shares with a par value of HK$0.002 each,
the subdivided shares shall rank pari passu in
all aspects with each other in accordance
with the memorandum and articles of
association of the Company.

On 11 August 2016, 2,869,886,385 new
shares of the Company were placed at the
placing price of HK$0.0209 per placing share.
For details, details of these are set out in the
Company’s announcement dated 11 August
2016.

During the current interim period,
1,600,000,000 ordinary shares of the
Company of HK$0.002 each were issued
upon the exercise of 1,600,000,000 share
options.

HEIRE 2016 o HEEMIERARAE

19. BE (&)

Wi
0

(i)

(iv)

RZTE—RFARAZ+AH -
BB R 13 BT 45 28 U B — SR B
N BB 1T 226,022,723 %
B EECOIE T AR AT
A -

BERER-_ZT—X~ENA
Zt+—BRIHAQRBRE
FRIRS F@BRRHEE
ARRRAHEF—REEC.O
BT BITRABRITER
&5 A F AR & AR F 1B 0.002
BILH TR BUEARF
5% TE B AR A 100,000,000 78
7t (9 7 50,000,000,000 A%
% (& 0.00278 TTH BcAn
RIEA DRI EHERAME &
A DIFEBRHDBEHREH
HBZERS#EE -

R=B—RENA+—R"
2,869,886,385 % 7 A &) F f%
NEREEESRESKD
0.0209% LBl & - BREFFIB
HRARABHA-ZT—X
FNA+—BHQME -

HZR A EFERRS - 1,600,000,000
% 45 A% 10 15 0.002 7 ST 2R 22
7] 3& A% 7 1,600,000,000 17
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Notes to the Condensed Consolidated
Financial Statements
MRS ME RN E

For the six months ended 30 September 2016 BZE—ZT— X FNA=T+BIEEA
20. RELATED PARTY DISCLOSURES 20. RAE

41

(a)

(b)

Related party balances (a)
Details of the outstanding balances with

related parties are set out in the

condensed consolidated statement of

financial position and in note 17.

Related party transactions (b)
Saved as disclosed in the condensed
consolidated financial statements, the

Group entered into the following
transactions with related parties:

Nature of expenses Three months ended
paid/ payable by 30 September
Related party the Group BENB=THL=fEA
REEER/
BER ERMAXHE 2016
“E-xE
HK$'000
TERL
(unaudited)
(REEH)
Mr. Yang Wan Ho Rental £
BXREE 62
Parkerson Trading Limited ~ Rental 4 53
Kitwise Limited Rental i & 122
Mr.NgKaHoRF R %4 Interest | &, 33
Mr.MaChiMing SEB%A4E  Interest & 28

HiksE

BEL R

EAREE 7 Y R BB 5
FHIEER ERRLR A B SR
IERIAKIEET ©

BELTXS

PR A BRAR & BT RS ¥R 2 P I
BEI - NREBEEEEE)
RIAETIIRS

Six months ended
30 September
BEAA=THLAEA

2016
“E-AE
HK$'000
TER
(unaudited)
(REEH)
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Notes to the Condensed Consolidated
Financial Statements
MEAR S ME R

For the six months ended 30 September 2016 BZE =T — A FNA=T+HBILNEA

20. RELATED PARTY DISCLOSURES 20. FREFEE &)
(Continued)
(c) compensation of directors and (c) EERTEEEAER
key management personnel [

Three months ended
30 September
BENR=
2016
ZE-xE

HK$'000

TiEn

(unaudited)
(REEER)

THLE=EA

Six months ended
30 September
BZEAA=THLNER

2016 2015
“E-xE CZZ-1F
HK$'000 HK$'000
T T FAL
(unaudned) (unaudited)  (unaudited)
(REER) (REBH) %)

2015
“Z-hE
HK$'000

Salaries and other allowances T4 R H 28 1,286 2,340 1,902 4,617
Retirement benefitscheme  iR(RiEFIE 2
and contributions TR 9 14 18 23
1,295 2,354 1,920 4,640
The remuneration of directors and key EERISEEASEH

management personnel are determined
having regard to the performance of the

T2EBARBRERE -

individuals.
21. ACQUISITION OF A BUSINESS 21. E—TEER
On 17 May 2016, the Group acquired 55.56% RZZE—R"FRA+ER K

of the issued share capital of Aji On Worldwide
Holdings Limited and its subsidiaries
(collectively “Aji On”) for a cash consideration
of HK$13,000,000, subject to the revenue
guarantee of and adjustments on
consideration. This acquisition has been
accounted for using the purchase method.
The amount of provisional goodwill arising as
a result of the acquisition was HK$7,936,000.
Aji On was acquired so as to captivate
audiences of high-end fashion retail industry
in the PRC.

HEIRE 2016 o HEEMIERARAE

& [# LA 3R £ X {8 13,000,000 7
TELBZE%Aji On Worldwide Holdings
Limited Fz X B8 22 7) (e 78 [Aji
onl) K955.56% 2 8 1T IR A (%
PRI G R E LR BFE) - it
WEEBEEIRBELIIR - I
BEEMEENEETEER
7,936,000 7T o W BB Aji On'&
] qﬂ%'%&ﬁ—iri%gﬁ%%
AR o
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Notes to the Condensed Consolidated
Financial Statements
MRS ME RN E

For the six months ended 30 September 2016 &Z—Z—/NF A=+ H LA A

21.

43

ACQUISITION OF A BUSINESS
(Continued)

Based on the acquisition agreement of Aji On,
the revenue guarantee of Aji On from 17 May
2016 till 31 December 2018 will be 3.33
multiplied by the total amount the Company
will be advanced to Aji On from 17 May 2016
till 31 December 2018, which will not be
exceeding RMB9,000,000 (“Revenue
Guarantee”). In case the Revenue Guarantee
could not be met, the seller of Aji On is
required to pay back the Company an amount
of 5% of the Revenue Guarantee.

As at the acquisition date and up to the date
of the issuance of this condensed
consolidated financial statements, the
directors are of the opinion that the revenue
guarantee would be met based on the latest
forecast of Aji On. No adjustment to the
contingent consideration is considered
necessary, however, it may be adjusted upon
the completion of initial accounting year
which shall not exceed on year from the
respective acquisition date when the directors
consider probable that the Revenue
Guarantee cannot be met.

Acquisition-related costs amounting to
HK$201,000 have been excluded from the
consideration transferred and have been
recognised as an expense in the current
reporting period, within the administrative
expenses line item in the condensed
consolidated statement of profit or loss and
other comprehensive income.

21.

Wk —IR % (&)

RIEAj OnBYUR B 173 3% » Aji On
-2 XRFRA+LHZEC
Z-NE+_A=+—BHkK
HEBEAERARATNBA T —X
FRA++RE_Z—N\EF
+=A=+—HMmAj On#ff4
HEM33BE sHEeEETe
#B1@ A K # 9,000,000 7T ([ 4 &
RE]) o HARBLEDIWESIRE -
Ajl ONWE FABAR R FEIR
SR B 5% o

REERBMEBEAERASZA
BBHmERTIERY  EERA
R A On RFTEA - Wz ik
EAEER - IRKEBHER
HFE . AW REEEF
(A& Wi BB TR —
F) R WEERBRER
E A REERER  HARNKEHK

G -

Iy % AR B Ak 7 201,000 T2 B
g R ER SR WERAK
REHEEERAEAERRE
2R R NITERF X AR
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Notes to the Condensed Consolidated
Financial Statements

B S M B ERERME
For the six months ended 30 September 2016 BZE =T — A FNA=T+HBILNEA
21. ACQUISITION OF A BUSINESS 21. WE—TRER (&)
(Continued)
Assets acquired and liabilities recognised at RULEE B HAFT I BE & EE R AT g
the date of acquisition are as follows: REENT :
HK$'000
FAET
Intangible assets mARE 12,373
Other receivables H R GRIE 309
Bank balances and cash RITEBERS 628
Other payables HAth ETFRIE (1,102)
Deferred tax liabilities RIERIBAE (3,093)
9,115
Provisional goodwill arising on acquisition: WHREMEENEEEE
HK$'000
FAET
Consideration transferred FrEgE R (& 13,000
Plus: non-controlling interests N FEPZERRAEES (Aji On
(44.44% in Aji On) #944.44% HE2S ) 4,051
Less: net assets acquired o T EEFE (9,115)
Provisional goodwill arising on WHEEEMEENT EEE
acquisition 7,936
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Notes to the Condensed Consolidated
Financial Statements
MRS ME RN E

For the six months ended 30 September 2016 BZE—ZT— X FNA=T+BIEEA
21. ACQUISITION OF A BUSINESS 21. WE—IREXE &)
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(Continued)
Cash flows arising on acquisition:

LIQEﬁ%IEﬁﬁfZEE}ﬁE M RE

HK$'000
FE

Cash consideration paid for acquisition gt & EEE IR E&RE 13,000
Less: bank balances and cash acquired 3 : FrUKBESRT & RIS (628)
Net cash outflow WE R FEE 12,372

Provisional goodwill arose in the acquisition of
Aji On because the cost of the combination
included a control premium. In addition, the
consideration paid for the combination
effectively included amounts in relation to the
benefit of expected synergies, revenue
growth, future market development and the
assembled workforce of Aji On. These
benefits are not recognised separately from
provisional goodwill because they do not
meet the recognition criteria for identifiable
intangible assets.

None of the provisional goodwill arising on
this acquisition is expected to be deductible
for tax purposes.

The provisional goodwill arising from the
above acquisition is determined on a
provisional basis as the Group is in the
process of completing the identification of
separable intangible assets and the
independent valuation to assess the
provisional fair value of the identifiable assets
acquired. It may be adjusted upon the
completion of initial accounting year which
shall not exceed one year from the respective
acquisition date.

ARG FRA(EEZES R
B) SWEAIONELEL T
2o ki AHNENREE
B 6 1 R T8 A 15 B s 2
R - RRMISEE KA
OnMEBAFHMAODE - It
LR AHT EEmESFAER -
FERABERFTEAHMAELE
ERHERIZE

B ANBEREEANEER
B REMB AR

Lﬂ”&ﬁ%%lééiﬁ’ﬂgi?éﬁ%
? EEEEETE  REAR/ASE

?—ir%ﬁk—f D REE B EM
E%%%JIT’EM&?M&Z%TE&EJ%‘
ENBUGENETELTER
FiE- E/\%ﬂﬁua.ﬁrﬁf(éxuﬂl
BRHESTBE—F) K
B EmERERHE -
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Notes to the Condensed Consolidated

Financial Statements
MEAR S ME R

For the six months ended 30 September 2016 HZ=—%
21. ACQUISITION OF A BUSINESS

(Continued)

During the current interim period, acquired
businesses contributed HK$33,000 to the
Group’s revenue and incurred loss of
HK$1,997,000 for the period between the date
of acquisition and the end of the reporting

period.

Had the above acquisition been effected at
the beginning of the current interim period,
the total amount of revenue of the Group for
the current interim period would have been
HK$47,513,000, and the amount of the loss
would have been HK$82,538,000. The pro
forma information is for illustrative purposes
only and is not necessarily an indication of
revenue and results of operations of the
Group that actually would have been achieved
had the acquisitions been completed at the
beginning of the current interim period, nor is
it intended to be a projection of future results.

22. SHARE OPTION SCHEME

22,

The Company’s share option scheme (the
“Scheme”), was adopted pursuant to a
resolution passed on 25 September 2014 for
the primary purpose of providing incentives or
rewards to eligible participants, and will expire
on 10 October 2024. Under the Scheme, the
Board of Directors of the Company may grant

options to:

(@ any employee or proposed employee
(whether full-time or part-time and
including any executive director),
consultants or advisers of or to the
Company, any of the subsidiaries or any
entity (the “Invested Entity”) in which
the Company holds an equity interest;

any non-executive Directors (including

independent non-executive directors)
of the Company, any of the subsidiaries

or any Invested Entity;

HEIRE 2016 o HEEMIERARAE

—RENA=THIEREAR
21.

WRE—IRERH (&)

AR ERE - FTRE %75 8
WEBHMEREHRAAEE
5 Bk U 2 33,0007 7T M EE A B
81,997,000 7T ©

ik = 2t s B =5 T A AN R HAHA 9T
ER AREERAFTHBRML
W 5 4B EA % A 47,513,000 7T
&1 8l A& 82,538,000 7T ° &
EEREHEFBERR IR
EREFWEEER AP EHEHY
*ﬁﬁz AEBERGEIEHK
MISEHEE W T EWRA
%X%ifmﬁﬂwo

MRzt E

ARRRER _—_T—NFNA
“ThRBBRRERENE
BHERTEI([Z5 8] X258
A REaER2EE
EZquiUH#EAfjfﬂi‘HEl‘f’
BEiw - RIEZAE > AR
E=gRLBRET

@  ARTE - EEAHE AR
DRSNS EC e Fai: Y

ERER(REERDD
TREEXEIEFRE
(T BsRE - BH%
TAMITES) - ER=X
FEEIPNE

(b) ARAE - ERINERRSK
Eﬂ&ﬁﬁmﬁ'ﬂfﬁ#%ﬂ
TER(RREBIIFNT
5%):
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Financial Statements
MRS ME RN E

For the six months ended 30 September 2016 &Z—Z—/NF A=+ H LA A
22. SHARE OPTION SCHEME (Continued)

47

(c)  any supplier of goods or services to the
Company or any of its subsidiaries or
any Invested Entity;,

(d) any customer of the Group or any
Invested Entity;

() any person or entity that provides
research, development or other
technological support to the Group or
any Invested Entity; and

(f)  any shareholders or any shareholder of
any of its subsidiaries or any Invested
Entity or any holder of any securities
issued by any member of the Group or
any Invested Entity.

At 30 September 2016, the number of shares
in respect of which options had been granted
and remained outstanding under the Scheme
was 200,000,000, representing 0.8% (2015: Nil)
of the shares of the Company in issue at that
date. The total number of shares in respect of
which options may be granted under the
Scheme is not permitted to exceed 10% of the
shares of the Company in issue at any point in
time, without prior approval from the
Company’s shareholders. The number of
shares issued and to be issued in respect of
which options granted and may be granted to
any individual in any one year is not permitted
to exceed 1% of the shares of the Company in
issue at any point in time, without prior
approval from the Company’s shareholders.

22. WEBxAEETE(2)
(€ ADRFELEAEHEA A
REMREABENTANE
an Sk AR TS PR FE A

(d) AREBSEFREEED
EROESSN

€ AAEERETAKEER

R - FE SRR
M ENEMALHE
82K

EABRSEAEANE A
RISRAEf4R & B RS (A
PR AREBEMKE R
AR EBEBMET
FHABEFHEIFAA

RZE—XR"FALA=1+AH IR
B EERE RMAITED
BREMSPEROROHEE A
200,000,000/% * 1B & KA A A
PeZ BB BT A0.8% (=F
—RF ) REARRNFB/E
EEBERBRT - BIFZAT
BITEER A BB E S R
DT B RBIB AR & {5
REEITHRDA10% ° FER
AR REBAMENBRT
REM—FREEFRALRSE
R Al gE 1R H M BB IR BT 38 R 1
BBITREEITHNERMDER T
BEBBAD A IRD 31T
BEADHY 1% o
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Notes to the Condensed Consolidated
Financial Statements
MEAR S ME R

For the six months ended 30 September 2016 BZE =T — A FNA=T+HBILNEA
22. SHARE OPTION SCHEME (continued) 22. BEBX{Est&) (&)

Options granted must be taken up within 28
days of the date of grant, upon payment of
HK$1 per option. Options may be exercised at
any time from the date of grant of the share
option. The exercise price is determined by
the directors of the Company, and will not be
less than the highest of (i) the average closing
price of the ordinary shares as stated in the
Stock Exchange'’s daily quotations sheet for
the five business days immediately preceding
the date of grant of the option (which must be
a business day); and (ii) the closing price of
the ordinary shares as stated in the Stock
Exchange’s daily quotations sheet on the date
of grant of the option (which must be a
business day).

The following table discloses movements of
the Company’s share options held by
employees and consultants during the current
interim period:

R OBREALER N AR
WBEAXNENBREIET
MR - BER B
R B HR AT RERS 1T © 7T
FEERAAREFEE  ET
BERUTHESE : )58
PN B R B (WA
REEA) AT OES XA AT
B (8 2= A 3R F 5 Wi (B
Ko (i) & AR h BB A B AR
(BAREER)BRAEHR
ERTHKE

TREFERE MEEMBAR
BB A AR O B E

Qutstanding at
Outstandingat ~ Granted during Exercised 30 September
1 April 2016 period  during period
ZEF
MA—H
HATR HRERE HNEE
Consultants B - 1,600,000,000 (1,400,000,0000 200,000,000
Employees B8 - 200,000,000 (200,000,000) -
- 1,800,000,000  (1,600,000,000) 200,000,000
Exercisable attheendof  WAERR A F17(F
the period 200,000,000
Weighted average exercise METIS77(EE N/A HK$0.0256 HK$0.0256 HK$0.0256
price TEA 00256 57T 00256 57T 00256 5T

HEIRE 2016 o HEEMIERARAE
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22.

23.

49

SHARE OPTION SCHEME (Continued)
The options were granted on 22 July 2016.
The estimate fair value of the options granted
is HK$37,006,000.

In respect of the share options exercised
during current interim period, the weighted
average share price at the dates of exercise is
HK$0.048.

These fair value was calculated by Roma
Appraisals Limited, an independent qualified
professional valuer not connected with the
Group, using the Binomial model. The inputs
into the model were as follows:

Weighted average share price HK$0.024
Exercise price HK$0.0256
Expected volatility 98.02%
Expected life 9.99 years
Risk-free rate 0.98%
Expected dividend yield nil

Expected volatility was determined by using
the historical volatility of the Company’s share
price since 10 October 2014, the date of the
Company has been listed on the Growth
Enterprise Market of the Stock Exchange. The
expected life used in the model has been
adjusted, based on management’s best
estimate, for the effects of non-transferability,
exercise restrictions and behavioral
considerations.

The Group recognised the total expense of
HK$37,006,000 during the current interim
period in relation to share options granted by
the Company.

NON-CASH TRANSACTION

During the current interim period, the
acquisition of 47.63% of equity interest in Red
5 was settled by the allotment and issuance
of the Company’s ordinary shares.

22.

23.

BBt E (&)
BEREANA-_Z—NE+A
T _AERH  BERHEER
B A B 1f 5T A 37,006,000
I °

AT IR S AT E R E T
T ORITE R B INAE G iR
BER0.0488 7T °

[ W/NS R DRy L Vg
BB S ERGERMESE
R EBRAR N ZERERN
FHE - BXTANEABIRN
T

Ik R E 0.024 % 7T
1TE(E 0.0256 7% 7T
TEHE R 98.02%
TEETFHA 9.99 4
4 3 [ ) 2 0.98%
B EARR B EE i

EEREDERE T —MF
T A+ B (BIARR RR B3 P Al
R EWER) ARELRIRE
R 2R IR E o T A Y
B FHERBEEEEMIFE
EE - TERVIRITREARY
LNREGEETHE -

WA B - AEBER AR
AR B ERRR AR
37,006,000 7T °

FREESH

R EEIR - W EBRed 519
47.63% A% 1 2 3 B g 3% & B AT
AR EBAER -
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Notes to the Condensed Consolidated
Financial Statements

B G S MBS ERME
For the six months ended 30 September 2016 #Z=Z—"FNA=+HIE~EA
24. LEGAL PROCEEDINGS 24. EEERR
During the current interim period, there were NP EIEIR - AW EETE A
2 legal proceedings against the Company: NAHPERTFA ¢
(i)  Registration of Shares of the ) #Fx2rakRBEL(RER
Company (the “Registration”) Rl
Reference is made to the Company’s ZIERM ARG RER
announcements dated 9 August 2016 —E-R"ENANLER
and 28 October 2016 in relation to the —E—RFTHAZTNH
originating summons dated 27 July 2016 WX AEAMA
(the “Originating Summons of the (i) Sun Jiyou : (i) Chen
Registration”) filed by (i) Sun Jiyou; (ii) Haiyan : (iii) Liu Jing
Chen Haiyan; (iii) Liu Jing; (iv) Ling (iv) Ling Chuanshun :
Chuanshun; (v) Zhang Bing; and (vi) Xiao (V) Zhang Bing : X (vi) Xiao
Laiwen as the plaintiffs (collectivity, the Laiwen {E 3R & (Fi18 [ &
“Plaintiffs of the Registration”) against RS DAZEER T
the Company and Yang's Holdings Be (&R ) B A2 R &
Capital Limited (“Yang’'s Holdings") as Yang’ s Holdings Capital
the defendants in the High Court of Limited ( [Yang's
Hong Kong (the “Court”) (the “Legal Holdings ]) {F /& 1 & %
Proceedings of the Registration”) and a BHR=-F—~"EFLA
summons dated 28 July 2016 (the “HEENRHFERE(E
“Summons of the Registration”) filed by RRFER]) ([BRAR
the Plaintiffs of the Registration for the B ARELERE
Legal Proceedings of the Registration. FHELREARELA
BRA-ZTE-—R"E+A
—TNBNEZE([ELE
ED
In the Originating Summons of the RIBBEHFER B
Registration, the Plaintiffs of the RESKEPEE) ()5
Registration sought, inter alia, (i) orders EESARREELER
from the Court that the Company shall f#1Yang's Holdings# 3
register in aggregate of 1,545,000,000 TETLTREHNAEH
shares of the Company (the “Relevant 1,545,000,000 A& 7~ 2 &1 %
Shares”) which were allegedly (BRG] : (i) ERE
transferred from Yang's Holdings to the EMERREREBMG
Plaintiffs of the Registration; (ii) LBl S8 Rl B s
declaration from the Court that the BA RiEEZSS
Plaintiffs of the Registration are the RE(EPBEE)Yang's
beneficial owners of the Relevant Holdings # & ¢ R & B 52
Shares in their respective proportion; RAREE LR ZFIZA
and (iii) an injunction, inter alia, that RETRENERTEE
pending registration of the Plaintiffs of 7 A ) Y B 2 B A R
the Registration as the registered (BEERARREARA
shareholders of the Company, Yang's PERAEORRE) - M
Holdings shall exercise all rights ARARVEARBR HFHHE
attached to the Relevant Shares BRREERRAEG LT
(including but not limited to voting rights P H)RIRKE o

at general meetings of the Company)
according to the instructions of the
Plaintiffs of the Registration and, that
the Company shall exercise and/or
count the votes of the Plaintiffs of the
Registration in the general meetings.
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24. LEGAL PROCEEDINGS (Continued)

51

(M

Registration of Shares of the
Company (the “Registration”)
(Continued)

In the Summons of the Registration, the
Plaintiffs of the Registration applied for,
inter alia, (i) an order that Yang's
Holdings be compelled to exercise its
voting rights in any general meetings of
the Company in accordance with the
instructions of the Plaintiffs of the
Registration; (ii) an order that the
Company shall register the transfer of
the Relevant Shares (the “Registration
Order Sought”); and (iii) an injunction
against the Company that the Company
be restrained from holding any general
meeting of the shareholders (including
but not limited to the annual general
meeting) until such date after the
completion of the registration of the
Relevant Shares (the “Injunction
Sought”).

The Summons of the Registration was
heard on 5 August 2016, the Court
ordered, inter alia, that (i) Yang's
Holdings shall exercise its voting rights
in respect of the Relevant Shares in any
general meetings of the Company in
accordance with the instructions of the
Plaintiffs of the Registration (the “Voting
Order”) and the other orders sought by
the Plaintiffs of the Registration in the
Ssummons of the Registration be
adjourned for argument.

—RENA=THIEREAR
24.

B ()
i #=2akBEZ(E
"C 1) (&)

BEELEE  BLRE
B (KR eE) ()BESH
#lYang’ s Holdings % 7
RNEFABREAE FigE
50 R & 45 Trﬁﬁﬁi\%}}&

W ()RS AREEDIE
ﬁf‘%ﬂﬂ E’Jﬁw%“i‘u (=
skERS D K WZIS

NEEBEES S TSRIT
TﬂﬁjﬂxiﬁA(@%@T
BRARBRRBFRE) -
i%%ﬁfﬁﬂx{ﬁi‘paif
BR(SRERS)) -

BREEER T —RF
J\HEEHE??H@H R
H2 (EFhaLE)@yang' s
Holdings ZE A 2 & Bl 4E{A]
BRAE LRELRREE
TRTEB BRI M =R E
(IFRAR2)) R EFmE
RRENEZREEFZK
FEMmS o

L & A INTERNATIONAL HOLDINGS LIMITED e INTERIM REPORT 2016
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For the six months ended 30 September 2016 HZ=—%

24. LEGAL PROCEEDINGS (Continued)

(M

Registration of Shares of the
Company (the “Registration”)
(Continued)

On 23 August 2016, Flying Mortgage
Limited (the “Flying Mortgage"), who
claims to have interests in the Relevant
Shares, issued a summons (“Flying
Mortgage Summons”), inter alia, for
leave to (i) intervene in the Legal
Proceedings of the Registration; (ii) be
joined as the third defendant in the
Legal Proceedings of the Registration;
and (iii) vary the Voting Order to the
effect that Yang's Holdings shall not
exercise its voting rights in respect of
the Relevant Shares in any general
meeting of the Company.

The Court gave a written decision on 26
October 2016 and ruled, inter alia, that
() the Registration Order Sought and the
Injunction Sought in the Summons of
the Registration be dismissed; (i) the
Voting Order be varied to the effect that
Yang's Holdings shall not exercise its
voting rights in respect of the Relevant
Shares in any general meeting of the
Company until further order; (iii) Flying
Mortgage was allowed to intervene and
be jointed as the third defendant in the
Legal Proceedings of the Registration;
and (iv) the Company shall not register
the Relevant Shares until further order
of the Court.

The directors of the Company will follow
the Court Order in relation to the
Registration of the Shares. In the
opinion of the directors of the
Company, no contingent liability is
expected up to the date of this
condensed consolidated financial
Statements.

—REANA=THIEREAR
24,

RRERED (2)

(i) =2rARHGEZ(E
1) &)
RZE—RFNAZ +i

H BRAEEROES
%ﬁ?&%ﬂ‘%ﬁ%%iﬁ%ﬁﬁﬁ

ANRI([REMEEE]) %
E—HmER((REMER
BEE]) ERFA(H
REE) NN AEDAE
B ()mAAEZEDAR
BEOE=wS &)
1BRFRAS  LAfFYang's
Holdings ™8 I A2 & £
RREAE FTEEER
DHYRIRKE o

ERRZE—XNFTA
_Jr/\EM’FHjiEaHJ/?%
o (KR BE) () RwEE
EEf—rmEP#/\4u57&
KA 2 (i B &R
% LM%Yang s Holdings
T\%%E@K’AET&@%%K
g LT ERKRORA
- EERBE—SPES:
(R MERIBEEN
)\zfpa,zéﬁrmu)\;%
FE=HE D Rv) $
TMEEZEERN
Eb e — e o

ARBEEREEABR
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AESRAR  BEXHEH
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24. LEGAL PROCEEDINGS (Continued)

53

(ii)

Share options of the Company
(the “Share Options”)

Reference is made to the Company’s
announcement dated 2 September
2016 in relation to, inter alia, (i) a draft
originating summons to be filed by Ge
Qingfu, Li Quan and Liu Longcheng as
the plaintiffs (collectivity, the “Plaintiffs
of the Share Options”) against the
Company and all the directors of the
Company as the defendants in the
Court; and (ii) a draft injunction order
received by the Company’s legal adviser
on 26 August 2016.

The Company's legal adviser received
on 30 August 2016 a hearing bundle
containing, inter alia, an originating
summons (the “Originating Summons of
the Share Options”) issued by the
Plaintiffs of the Share Options on 26
August 2016 and claimed against the
Company, the directors of the
Company, eight grantees of share
options referred to in the Company’s
announcement dated 22 August 2016
(the “Share Option Announcement”),
and two broker firms as the defendants
in the Court (the “Legal Proceedings of
the Share Options”) and a draft
injunction order for the Legal
Proceedings of the Share Options.
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Notes to the Condensed Consolidated
Financial Statements
MEAR S ME R

For the six months ended 30 September 2016 HZ=—%

24. LEGAL PROCEEDINGS (Continued)

(ii)

Share options of the Company

(the “Share Options”) (Continued)
In the Originating Summons of the
Share Options, the Plaintiffs of the
Share Options sought reliefs, inter alia,
(i) a declaration that the granting of the
2,000,000,000 share options referred to
in the Share Option Announcement
(“Purported Options”) is void and of no
legal effect or, alternatively, voidable; (ii)
a declaration that any allotment of
shares made pursuant to the exercise
of any of the Purported Options is void
and no legal effect or, alternatively,
voidable; (iii) the Company and the
Directors (whether acting by
themselves, their officers, servants,
agents or otherwise howsoever) be
restrained from: (1) recognising or
giving effect or otherwise taking any
step to implement the purported
exercise of any of the Purported
Options; (2) recognising or giving effect
or otherwise taking any step to
implement the exercise of any
disposition, rights (including voting
rights) or power attached to the
1,800,000,000 shares of the Company
derived from the exercise of the
Purported Options; (3) taking, or
procuring the taking, of any steps to
alter the issued share capital of the
Company save and except for those
which are for proper purposes and in
the best interests of the Company; (4)
taking, or procuring the taking, of any
step to frustrate or defeat the
requisition contained in the notice of
requisition dated 23 August 2016 issued
by the Plaintiffs (the “Plaintiffs
Requisition”) for the purpose of
convening an extraordinary general
meeting of the Company to be held; or
alternatively, an order requiring the
Company to convene the extraordinary
general meeting set out in the Plaintiffs
Requisition within 21 days from the date
of deposit of the requisition in
accordance with Article 12.3 of the
Articles of Association of the Company.
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Notes to the Condensed Consolidated
Financial Statements
MRS ME RN E

For the six months ended 30 September 2016 &Z—Z—/NF A=+ H LA A

24. LEGAL PROCEEDINGS (Continued)

(ii)

Share options of the Company
(the “Share Options”) (Continued)
The Company and the directors of the
Company (except Mr. Yang Si Hang who
was absent and unpresented) in the
hearing heard on 31 August 2016
undertook to the Court, inter alia, not to
give effect to the exercise of any of the
outstanding 200,000,000 share options
and not to alter the issued share capital
of the Company without the leave of
the Court. No injunction order was
made against the Company and the
directors of the Company. The
Company is seeking legal advice in
respect of the Legal Proceedings of the
Share Options.

In the opinion of the directors of the
Company, no contingent liability is
expected up to the date of this
condensed consolidated financial
Statements.

25. EVENT AFTER THE REPORTING
PERIOD

Subsequent to 30 September 2016, the
Company planned to reduce excessive
workers in the PRC, the directors of the
Company expected the total redundancy
payment of approximately HK$4,000,000 will
be paid.

55
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Management Discussion and Analysis

EEREMRRS I

BUSINESS REVIEW

The Group principally derives its revenue from
manufacturing and selling Pure Cashmere Apparel
and Other Apparel products under its two business
arms: (i) OEM business segment, which entails
product design and development, raw materials
sourcing and procurement, manufacturing and
product quality control management (the “OEM
business”) and (ii) apparel retail business segment,
which entails designing, procuring, manufacturing,
marketing and retailing of Pure Cashmere Apparel
and Other Apparel products as well as accessories
through an established retail network in Hong Kong
under the Group's proprietary trademarks,
“Casimira” and “Les Ailes” (the "Retail Business”).

Further to our disclosures earlier in the year on the
downward trend of our business, the performance of
our OEM Business continued to experience decline as
compared to the same period last year. Shopping
trends in the United States of America (“US”) has been
shifted from major branded apparels to large
affordable fashion retailers, and spending patterns
shifted towards a higher willingness to spend on
electronics products instead. As a result, major
apparel brands in the US are experiencing this
pressure and resulting in a wave of cost cutting, store
closures and discounted sales of their products this
period. This trend is particularly evident for “middle”
market brands where they cannot charge excessive
premium for their products or lower their cost
sufficiently to compete with large scale affordable
fashion retailers. Unfortunately, our products rely on
the performance of these "middle” market branded
retailers in the US and their poor performance has
negatively impacted us in this period and is expected
to continue throughout the rest of the year. While we
do not foresee the disappearance of this market
segment, we do expect reduced sales from them, as
well as higher demand from them for cost control and
lower priced products. Based on our long term
experience in this industry, we believe this is part of
the cyclical nature of the fashion industry. While we
have stepped up the efforts in controlling our
expenses, such as redundant excessive headcount,
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Management Discussion and Analysis

EEREMRRE S

we are also looking for innovative ways on how we
can weather this downturn and at the same time look
for opportunities in any niche segment that our know-
how in cashmere garment manufacturing that we
could utilize on.

For the Retail Business, the decline in revenue is
mainly attributable to the prolongation of the sluggish
consumer market in Hong Kong, arising from the
negative consumption sentiments of the general
consumers and tourists under the persistent
uncomfortable shopping atmosphere. These trigger
the consequence of weak foot traffic and declining
number of Mainland customers visiting Hong Kong.

The Group has commenced the Money Lending
Business in Hong Kong during the period. The Group
targets customers who look for substantial loan
amounts and can offer security for the relevant loans.

During the period under review, except for the
commencement of Money Lending Business, the
Group had no material changes in its business nature
and principal activities.

PROSPECTS

For the OEM Business, the downturn in the US retail
industry as previously disclosed was much more
severe than the management of the Company had
anticipated and some players in the US retail market
may even face liquidity issues. Based on the
management’s past experience in previous downturn
cycles of this industry, it will be a prudent approach
not to accept any risk in the attempt to secure
business during such challenging moment. Aside,
from the reducing sales orders from the major
customers, the Group is also facing ever-increasing
cost of productions in Mainland China. The estimated
revenue of OEM Business for the period from 1
October 2016 to 31 December 2016 is expected to
decline significantly as compared to the same period
of last year. However, the management of the
Company will continue to find new orders and
customers to widen the customer base and reallocate
the resources for production according to the order
received in order to save cost.
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Management Discussion and Analysis

EEREMRRS I

For the Retail Business, the management of the
Company will closely monitor the consumers’
behaviour and will continue the promotion campaigns.
The management of the Company is also monitoring
the movement of the rental of retail outlets and will
adjust the expansion plan for Retail Business if
necessary. Despite the uncertainties, the management
of the Company still remains positive towards the
Retail Business.

Furthermore, the management of the Company is also
looking for new investment opportunities, especially
retail market in Mainland China and Hong Kong, in
order to compensate the shrinking retail market of
cashmere garments in the US.

To diversify the Group’s business scope and broaden
the Group's sources of income, the Group is now
engaged in money lending business in Hong Kong. The
Group targets customers who look for substantial loan
amounts and can offer security for the relevant loans.
The financial performance of money lending business
will review separately from that of the other operating
segments and its results will be presented as a
separate operating and reportable segment. Looking
forward, the Group will from time to time aims to focus
on money lending business and seek the business
opportunities that can broaden the income base of the
Group and create the maximum returns to the
shareholder.

FINANCIAL REVIEW

Revenue

The Group's revenue dropped from approximately
HK$119.2 million for the six months ended 30
September 2015 to approximately HK$47.5 million for
the six months ended 30 September 2016, representing
a decrease of approximately 60.2%. The revenue of
OEM Business decreased by approximately 61.5% to
approximately HK$42.8 million for the six months ended
30 September 2016 as compared to the six months
ended 30 September 2015. On the other hand, the
revenue from Retail Business decreased by
approximately 52.9% to approximately HK$3.7 million
for the six months ended 30 September 2016 as
compared to the six months ended 30 September 2015.
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EEREMRRE S

The following table sets forth the breakdowns of the
revenue of the Group by segment for each of the six
months ended 30 September 2015 and 30 September
2016.
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Six months ended
30 September
BENA=1THLAEA

2016 2015
—E—XF —E—hF
HK$’'000 HK$'000 %
FET FH&T =Xyl
OEM Business [REEBRIEETS 42,812 90.1 111,270 93.3
Retail Business TEEK 3,746 7.9 7,970 6.7
Money Lending  FUE ¥

Business 955 2.0 - -
47,513 100.0 119,240 100.0

Cost of Sales and Gross Profit HERARER

The majority of the Group’s cost of sales was raw
material costs. The Group's cost of sales dropped
by 42.5% to approximately HK$53.5 million for the
six months ended 30 September 2016 as compared
to the six months ended 30 September 2015. The
gross profit margin decreased from approximately
21.9% for the six months ended 30 September 2015
to approximately -12.6% for the six months ended
30 September 2016. The gross profit dropped by
approximately -122.9% to approximately HK$-6.0
million for the six months ended 30 September 2016
as compared to the six months ended 30 September
2015.
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EEREMRRS I

Expenses

Selling and administrative expenses for the six
months ended 30 September 2016 was
approximately HK$68.9 million (six months ended 30
September 2015: approximately HK$27.6 million),
representing a increase of approximately HK$41.3
million, as a result of approximately HK$37.0 million
share option expenses and approximately HK$10.1
million professional expenses incurred in relation to
legal proceedings and a voluntary conditional offer
by Favorite Number Limited, which was
subsequently withdrawn.

Loss for the period

The loss for the six months ended 30 September
2016 was approximately HK$83.1 million. The loss
for the six months ended 30 September 2015 was
approximately HK$0.7 million.

Liquidity, Financial Resources and Capital
Structure

Historically, the Group has funded the liquidity and
capital requirements primarily through operating
cash flows and bank borrowings. The Group’s bank
borrowings are primarily for financing raw materials
purchases. As at 30 September 2016, the Group had
bank borrowings of approximately HK$8.7 million (31
March 2016: HK$29.0 million). The decrease is
mainly due to the Group intends to lower the
gearing ratio.
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As at 30 September 2016, the bank borrowings of
the Group are secured and repayable within one
year from the end of the reporting period based on
scheduled repayment dates set out in the loan
agreements. The variable rate bank borrowings
carry interests at trade finance rates quoted by the
lender plus 1.00% to 1.75% per annum. The ranges
of effective interest rates on borrowings are 4.26%
t0 8.22% per annum as at 30 September 2016 (31
March 2016: 2.01% to 6.75% per annum).

As at 30 September 2016, the Group had
approximately HK$5.9 million in bank balance and
cash (31 March 2016: HK$16.9 million).

Capital Raising

Reference is made to the announcement of the
Company dated on 21 July 2016. The Company
entered a placing agreement with a placing agent
for the placing of an aggregate of 2,869,886,385 new
shares of the Company at a placing price of
HK$0.0209 per share. The Placing was completed on
11 August 2016

Capital Commitments

The Group did not have any significant capital
commitments as at 30 September 2016 (31 March
2016: nil).

Gearing ratio

As at 30 September 2016, the Group’s gearing ratio
was approximately 1.4% (31 March 2016:
approximately 31.0%), based on total debt of
approximately HK$8.7 million and total equity of
approximately HK$623.4 million. The decrease was
mainly attributable to increase in the repayment of
bank borrowings during the six months ended 30
September 2016.

Note: Gearing ratio is calculated as the total debt divided
by total equity. Total debt includes bank borrowings.
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Charge over Assets of the Group

As at 30 September 2016, the Group had pledged
deposits of approximately HK$14.2 million (31 March
2016: approximately HK$14.4 million). These
deposits are pledged to banks to secure bank
facilities granted to the Group.

Legal Proceedings

Registration of Shares of the Company (the
"Registration”)

Reference is made to the Company’s
announcements dated 9 August 2016 and 28
October 2016 respectively in relation to the
originating summons dated 27 July 2016 (the
"Originating Summons of the Registration”) filed by
(i) Sun Jiyou; (i) Chen Haiyan,; (iii) Liu Jing; (iv) Ling
Chuanshun; (v) Zhang Bing; and (vi) Xiao Laiwen as
the plaintiffs (collectivity, the “Plaintiffs of the
Registration”) against the Company and Yang's
Holding Capital Limited (“Yang's Holding") as the
defendants in the High Court of Hong Kong (the
"Court”) (the “Legal Proceedings of the Registration”)
and a summons dated 28 July 2016 (the “Summons
of the Registration”) filed by the Plaintiffs of the
Registration for the Legal Proceedings of the
Registration.

In the Originating Summons of the Registration, the
Plaintiffs of the Registration sought, inter alia, (i)
orders from the Court that the Company shall
register in aggregate of 1,545,000,000 shares of the
Company (the “Relevant Shares”) which were
allegedly transferred from Yang's Holdings to the
Plaintiffs of the Registration; (ii) declaration from the
Court that the Plaintiffs of the Registration are the
beneficial owners of the Relevant Shares in their
respective proportion; and (iii) an injunction, inter
alia, that pending registration of the Plaintiffs of the
Registration as the registered shareholders of the
Company, Yang's Holdings shall exercise all rights
attached to the Relevant Shares (including but not
limited to voting rights at general meetings of the
Company) according to the instructions of the
Plaintiffs of the Registration and, that the Company
shall exercise and/or count the votes of the Plaintiffs
of the Registration in the general meetings.
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In the Summons of the Registration, the Plaintiffs of
the Registration applied for, inter alia, (i) an order
that Yang's Holdings be compelled to exercise its
voting rights in any general meetings of the
Company in accordance with the instructions of the
Plaintiffs of the Registration; (ii) an order that the
Company shall register the transfer of the Relevant
Shares (the “Registration Order Sought”); and (iii) an
injunction against the Company that the Company
be restrained from holding any general meeting of
the shareholders (including but not limited to the
annual general meeting) until such date after the
completion of the registration of the Relevant
Shares (the “Injunction Sought”).

The Summons of the Registration was heard on 5
August 2016, the Court ordered, inter alia, that (i)
Yang's Holdings shall exercise its voting rights in
respect of the Relevant Shares in any general
meetings of the Company in accordance with the
instructions of the Plaintiffs of the Registration (the
“Voting Order”) and the other orders sought by the
Plaintiffs of the Registration in the Summons of the
Registration be adjourned for argument.

On 23 August 2016, Flying Mortgage Limited (the
"Flying Mortgage"), who claims to have interests in
the Relevant Shares, issued a summons (“Flying
Mortgage Summons”), inter alia, for leave to (i)
intervene in the Legal Proceedings of the
Registration; (i) be joined as the third defendant in
the Legal Proceedings of the Registration; and (iii)
vary the Voting Order to the effect that Yang's
Holding shall not exercise its voting rights in respect
of the Relevant Shares in any general meeting of the
Company.
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The Court gave a written decision on 26 October
2016 and ruled, inter alia, that (i) the Registration
Order Sought and the Injunction Sought in the
Summons of the Registration be dismissed; (i) the
Voting Order be varied to the effect that Yang's
Holdings shall not exercise its voting rights in
respect of the Relevant Shares in any general
meeting of the Company until further order; (iii)
Flying Mortgage was allowed to intervene and be
jointed as the third defendant in the Legal
Proceedings of the Registration; and (iv) the
Company shall not register the Relevant Shares until
further order of the Court.

The Directors of the Company will follow the Court
Order in relation to the Registration of the Shares.
As a result, no contingent liability is expected up to
the issuance of the interim report.

Share Options of the Company (the “Share
Options”)

Reference is made to the Company’s announcement
dated 2 September 2016 in relation to, inter alia, (i) a
draft originating summons to be filed by Ge Qingfu, Li
Quan and Liu Longcheng as the plaintiffs (collectivity,
the "Plaintiffs of the Share Options”) against the
Company and all the directors of the Company (the
"Directors”) as the defendants in the Court; and (i) a
draft injunction order received by the Company’s
legal adviser on 26 August 2016.

The Company’s legal adviser received on 30 August
2016 a hearing bundle containing, inter alia, an
originating summons (the “Originating Summons of
the Share Options”) issued by the Plaintiffs of the
Share Options on 26 August 2016 and claimed
against the Company, the Directors, eight grantees
of share options referred to in the Company’s
announcement dated 22 August 2016 (the “Share
Option Announcement”), and two broker firms as
the defendants in the Court under action number
HCMP 2222 of 2016 (the “Legal Proceedings of the
Share Options”) and a draft injunction order for the
Legal Proceedings of the Share Options.
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In the Originating Summons of the Share Options,
the Plaintiffs of the Share Options sought reliefs,
inter alia, (i) a declaration that the granting of the
2,000,000,000 share options referred to in the Share
Option Announcement (“Purported Options”) is void
and of no legal effect or, alternatively, voidable; (ii) a
declaration that any allotment of shares made
pursuant to the exercise of any of the Purported
Options is void and no legal effect or, alternatively,
voidable; (iii) the Company and the Directors
(whether acting by themselves, their officers,
servants, agents or otherwise howsoever) be
restrained from: (1) recognising or giving effect or
otherwise taking any step to implement the
purported exercise of any of the Purported Options;
(2) recognising or giving effect or otherwise taking
any step to implement the exercise of any
disposition, rights (including voting rights) or power
attached to the 1,800,000,000 shares of the
Company derived from the exercise of the
Purported Options; (3) taking, or procuring the
taking, of any steps to alter the issued share capital
of the Company save and except for those which
are for proper purposes and in the best interests of
the Company; (4) taking , or procuring the taking, of
any step to frustrate or defeat the requisition
contained in the notice of requisition dated 23
August 2016 issued by the Plaintiffs (the “Plaintiffs
Requisition”) for the purpose of convening an
extraordinary general meeting of the Company to
be held; or alternatively, an order requiring the
Company to convene the extraordinary general
meeting set out in the Plaintiffs Requisition within 21
days from the date of deposit of the requisition in
accordance with Article 12.3 of the Articles of
Association of the Company.
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The Company and the Directors (except Yang Si Hang
who was absent and unpresented) in the hearing
heard on 31 August 2016 undertook to the Court,
inter alia, not to give effect to the exercise of any of
the outstanding 200,000,000 share options and not to
alter the issued share capital of the Company without
the leave of the Court. No injunction order was made
against the Company and Directors. The Company is
seeking legal advice in respect of the Legal
Proceedings of the Share Options.

As a result, no contingent liability is expected up to
the issuance of the interim report.

Significant investments, acquisitions and
disposals, and Plans for Material
Investment or Capital Assets

On 28 April 2016, the Group entered into a sales and
purchase agreement with New Star International
Development Limited, SOPD, Incsight Limited, Zhu
Jun, Lai Kwok Ho, Li Jia, Chi Weina and Ji We
(“Vendors") and The9 Limited (“Guarantor”) pursuant
to which the Group conditionally agreed to purchase
47.63% of equity interests in Red 5 Studios, Inc.
("Target Company”), a limited liability company
incorporated in Delaware, the United States of
America for a total of consideration of
US$76,500,000 (equivalent to approximately
HK$596,700,000). The Target Company and its
subsidiaries are principally engaged in the
development of innovative entertainment software
and online games in the United States of America,
Europe, the PRC and Southeast Asia.

The transaction was completed on 20 June 2016.
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226,022,723 shares at issue price of HK$2.64 per
share were allotted and issued to Vendors in
proportion to numbers of shares sold by the Vendors.
Details are set out in the announcements of the
Company dated 28 April 2016 and 20 June 2016.

Save for above, there were no significant
investments held as at 30 September 2016, nor
other material acquisitions and disposals of
subsidiaries and associated companies during the
six months ended 30 September 2016. There is no
future plan for material investments or capital
assets as at 30 September 2016.

Contingent Liabilities
As at 30 September 2016, the Group had no material
contingent liabilities (2015: nil).

Foreigh Exchange Risk

The Group settles the cost of production in Renminbi
("/RMB") and Hong Kong dollars ("HK$") and most of
the sales of the Group are settled in United States
dollars (“US$") and others are denominated in HK$.
Therefore, the Group is exposed to foreign exchange
risk of both US$ and RMB. The Group currently does
not have a foreign currency hedging policy in
respect of foreign currency transactions, assets and
liabilities.
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Interim Dividend

The Board does not recommend the payment of an
interim dividend for the six months ended 30
September 2016 (six months ended 30 September
2015: nil).

Employees and Remuneration Policies

As at 30 September 2016, the Group had
approximately of 120 employees. The Group’s staff
cost for the six months ended 30 September 2016
amounted to approximately HK$19.6 million. The
Group's remuneration policies are in line with the
prevailing market practice and are determined on
the basis of performance, qualification and
experience of individual employee. The Group
recognises the importance of good relationship with
its employees. The remuneration payable to its
employees includes salaries and allowance.

In Hong Kong, the Group’s employees have
participated in the mandatory provident fund
prescribed by the Mandatory Provident Fund
Schemes Ordinance (Chapter 485 of the Laws of
Hong Kong). In the PRC, the Group’s employees
have participated in various security insurance
including social insurance prescribed by the Social
Insurance Law of PRC ((F & A R KTt &R
%)), and housing provident fund prescribed by the
Regulations on Management of Housing Provident
Fund ((EE RTEEERIEDI).
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COMPARISON OF BUSINESS
OBJECTIVES WITH ACTUAL BUSINESS
PROGRESS

The following is a comparison of the Group’s
business plan as set out in the Company’s
prospectus dated 30 September 2014 (the
"Prospectus”) with actual business progress for the
six months ended 30 September 2016.

gﬁﬁﬂﬁﬁﬁ#ﬁﬁﬁ%&
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Business plan as set out
in the Prospectus

Progress up to 30 September 2016

BRERMENERTE BE-E— A EAA=TANER

Expansion of the Group’s OEM Business
BRASENRRBREXES

Purchase of cashmere yarns

Marketing and promotion activities
TS HEERRHEES

Purchase of new production machineries
BEMNEERSS

Improving water quality systems
HEKE RS

69

The fund has been used to purchase cashmere
yarns for production.
B ARBEERREENFROR -

The Group met OEM customers regularly
for exchange of new ideas in respect of
fashion market trend and introducing
the Group's craftsmanship in knitting.
AEETHHTRERBRERTF @ BEET5S
HMRXRFERENBARENMEETE -

The funds have been used to maintain
the productivity of the existing machineries.
ERCOANERRBRENEES -

Some funds have been used to improve
the water quality systems.
ETESERRBEKERS -
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Business plan as set out

in the Prospectus Progress up to 30 September 2016

BRERREMNESETE BE-_Z—XFENA=THNER

Expansion of the Retail Business

BRREEXY

Establish new Concession Stores or The Group has set up 1 Free-Standing Stores and
Free-Standing Stores 1 Concession Stores during the period.

RS EEERE RS The Group is reviewing the needs and

timeframe for establishing new retail outlets.
FEERPANRR —HHEEE R —HEERE -
REE BRI ZEEHNFTEREHRK -

Brand promotional and marketing activities ~ The Group has placed various advertisements on
mEEERTIGHEREED magazines during the period. The Group is
planning to escalate its marketing efforts by
continuing existing advertising activities on
a more extensive scale.
REERBATERFRBIERRES - NEEEE
EMETZHEENE BAREESSHES

B o
Upgrading ERP system Due to the change in use of proceeds as disclosed
FREEERRE RS in the announcements of the Company dated

25 June 2015 and 16 July 2015, there is no
further progress in respect of upgrading ERP
system.

BN E B ASFIERSE GRINARE B EA
ZE-RFEARAZTRERZZ—1F
T AT RACAGRERE)  BEAR
PEERFRIZFH B ER -

Reference is also made to the announcements of  ZZIBuiAR NG HE A - — RENAH
the Company dated 25 June 2015 and 16 July 2015 —+HBEER - S—HF+A+<HRA
relating to the change in use of proceeds. The plan A BEBEE S RIBERGH A H o 4N
to purchase of new production machineries and A GFIE & F i BIESI2ATELE &R
upgrade its ERP System as scheduled and disclosed — BT AEMKSE R AR E X ERIE
in the Prospectus was changed (see the information 2| Z4HET 2| (B2 EARE [FEEK
under the heading of “USE OF PROCEEDS FROM THE {3 FR{E kI8 A% | &k -
PLACING OF SHARES" of this report).
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PRINCIPAL RISKS AND
UNCERTAINTIES

Operational Risk

The Group is exposed to the operational risk in
relation to each business division of the Group. To
manage the operational risk, the management of
each business division is responsible for monitoring
the operation and assessing the operational risk of
their respective business divisions. They are
responsible for implementing the Group’s risk
management policies and procedures and shall
report any irregularities in connection with the
operation of the projects to the Directors and seek
directions. The Group emphasises on ethical value
and prevention of fraud and bribery and has
established a whistleblower program, including
communication with other departments and
business divisions and units, to report any
irregularities. In this regard, the Directors consider
that the Group’s operational risk is effectively
mitigated.

Financial Risks
The Group is exposed to the credit risk and liquidity
risk.

FERRERAHBER

HEAB
KEEE£@$E@R¥%“%W@
HEERR - REBELSERR
BHHNERAEERE ﬁ%@&?
fﬁxif&’\*ﬁﬂﬁ LB c BEEAER
BEEHAEENRERREIZBRRIE
Fr-WERNEFERE@AESEER 2
EREAEN  ARSRES - K&
EESEEEEW EMRFFMEER -
MERY —HRFETE - BFEEK M
BRPIA M 2R 7% 0 80 M B (i o ﬂ/%i%LA
BWEMBREMG - st FFR
REERLERRE A BER -

Btis B

AEEmEEERRMRBESRR

71 L & A INTERNATIONAL HOLDINGS LIMITED e INTERIM REPORT 2016



Management Discussion and Analysis

EEREMRRS I

Credit Risk

The Group's credit risk is primarily attributable to its
trade receivables. In order to minimise the credit
risk, the management of the Group has delegated a
team responsible for determination of credit limits,
credit approvals and other monitoring procedures
to ensure that follow-up action is taken to recover
overdue debts. In addition, the Group reviews the
recoverable amount of each individual trade debt at
the end of the reporting period to ensure that
adeguate impairment losses are made for
irrecoverable amounts. In this regard, the directors
of the Company consider that the Group's credit risk
is significantly reduced.

Liquidity Risk

The Directors has built an appropriate liquidity risk
management framework to meet the Group's short,
medium and long-term funding and liquidity
management requirements. In management of the
liquidity risk, the Group monitors and maintains
levels of cash and cash equivalents deemed
adequate by the management to finance the
Group’s operations and mitigate the effects of
fluctuations in cash flows. The management
monitors the utilisation of bank borrowings and
ensures compliance with loan covenants. The Group
relies on bank borrowings as a significant source of
liquidity. In this regard, the Directors consider that
the Group’s liquidity risk is effectively managed.

USE OF PROCEEDS FROM THE
PLACING OF SHARES

The net proceeds from the listing of the shares of
the Company by way of placing on the GEM of the
Stock Exchange (“Placing”) were approximately
HK$41.5 million, which was based on the final
placing price of HK$0.6 per share after deducting
the underwriting commission and actual expenses
related to the Placing. Accordingly, the Group
adjusted the use of proceeds in the same manner
and proportion as shown in the Prospectus.

FERE
AEENEERRIZREEZEK
B REEREEERR  A5H
EEBEZKEKAEEERFER
o EREMREMEERRF - AR
PRI T E Y @ 8 B E TS - it
S AR E R E BRI B IRE R
BHEBNARE S - RS
AT Y [ BEE R 5 R (B S 1R B
o Bl ARBEFARAEEN
EERBREARERE -

EECRVEENRDESRRERE
TR AEEAARKEREH  PHIR
EHNBEUANRBESERER -
EERARDETARE AEESE
ERHERRE MRS FEDE—EE
EERBEARAEEZEREIL R
RS RE N IHIREERKF
EREEERRTERENSABRALE
R A ERRZL - REBKBRTE
EEREENRBES IR - Bt
EERRAKECANERERDE
TR -

E Sk EREARE

ARRBMARE S ([ALE]) ER
RFTAIER LM e S TR FEA S
NSBEEET  NDREKEEEER
0.6BTTHIG B MAE ML EREER
R BT EFL - Bt - NEEIRA
B R AT AR R R L OIS
RIBRE -

RS 2016 « REARERERAR 72



Management Discussion and Analysis
EHRBRR SR

As disclosed in the Company’s announcements A AT HHA=-ZE—RE~A
dated 24 June 2015 and 16 July 2015, the Board has —+MWMH KR -ZE—AF+ A +/NHH
utilised approximately HK$15.0 million of the net  A#FTI%EE - EE € KRR ERSHIE
proceeds from the Placing as deposit to trade FZBEGPH150EEBTFEAZ SR
facilities account in order to lower the interest &EEEFIAREANEENFEFXL -
expense of the Group.

During the review period, the Group has applied the R EIEEEIR - REB D IRA T RE
net proceeds as follows: RS RURF5E -

Adjusted use of
proceeds in the
same manners

and proportion Actual
as stated in utilised
prospectus and amount
announcements up to
dated 24 June 2015 30 September
and 16 July 2015 2016
BEHERERUR
BARA=-F—HF
VAN +mAR S
—E-XRF
+ 75 B A Frat ABA=+H
HEAX R [R%)i]
FERBRERE BEREHE
HK$'000 HK$'000
BT T
Expansion of the OEM ERRRBRIEEL
Business 15,640 14,203
Expansion of the Retail ERTEEY
Business 6,694 4,651
Deposit to trade HEOMERFTR
facilities account 15,000 15,000
General working capital —REEES 4,118 4,118
Total HEt 41,452 37,972
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DIRECTORS’ AND CHIEF EXECUTIVES'
INTERESTS AND SHORT POSITIONS IN
SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY OR
ANY ASSOCIATED CORPORATION

As at 30 September 2016, the interest and short
position of the Directors and chief executive of the
Company in the Shares, underlying shares and
debentures of the Company and its associated
corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFQ")), (i) as
required to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests and/or short
positions which they are taken or deemed to have
under such provisions of the SFO), or (i) as required
to be recorded in the register maintained by the
Company pursuant to Section 352 of the SFO, or (i)
as otherwise notified to the Company and the Stock
Exchange pursuant to the required standard of
dealings by directors of listed issuers as referred to
in Rule 5.46 of the GEM Listing Rules were as
follows:

Ordinary Shares of the Company (the
“Shares”)

Name of Director/
chief executive

Capacity/
Nature of Interests

EE TETBRAEHSR

55/ HEHEEE

Mr. Yang Si Hang?
BRFEEE

Beneficiary of trust
EEEX @A
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BN {7 48 Bk Gk M A9 BR 45 - 4HER
B RREEPHESRIRE
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RIRRE 75 M IR 1R 0] 58 352 (R A RC A
ARBfFEECMOER SRR
(N RIR AR LR RIE 546 (FF
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mAAR R MBS PTEL S TTRMN
Rz PoxBIS

RAREER(RD D)

Percentage
of the
Company’s
issue share
capital as at
30 September
2015
R=-Z—AF
hB=+H
AR AF]
21T
BRAEBHD K

Number of
Underlying
Shares™

6,003,880,000 23.45%
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Notes:
Q)] All interests stated are long positions.

) YWH Investment Holding Limited (“YWH"), a
company wholly owned by the Yang's Family Trust,
directly holds the entire issued share capital of
Yang's Holdings Capital Limited (“Yang's Holdings").
The Yang's Family Trust is a discretionary trust
established by Mr. Yang Wan Ho (as the settlor) and
the discretionary beneficiaries of which include Mr.
Yang Wan Ho, Mr. Yang Si Hang, Ms. Yang Sze Man
Salina and Mr. Yang Si Kit Kenny. Mr. Yang Si Hang,
an executive Director and chief executive officer of
the Company, who retired as a Director on 28
October 2016, is one of the beneficiaries of the
Yang's Family Trust. He is therefore deemed to be
interested in the 6,003,880,000 Shares indirectly held
by Yang's Holdings.

Save as disclosed above, as at 30 September 2016,
none of the Directors and chief executive of the
Company had any interests or short position in any
shares, underlying shares or debentures of the
Company or any of its associated corporations
(within the meaning of Part XV of the SFO (i) as
required to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests and/or short
positions which they are taken or deemed to have
under such provisions of the SFQ), or (i) as required
to be recorded in the register required to be kept by
the Company pursuant to Sections 352 of the SFO,
or (iii) as otherwise notified to the Company and the
Stock Exchange pursuant to the required standard
of dealings by directors of listed issuers as referred
to in Rule 5.46 of the GEM Listing Rules.
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YWH Investment Holding Limited
(TYWH]) & # # A Yang's Holdings
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SUBSTANTIAL SHAREHOLDERS' AND FERRREMATRELE
OTHER PERSONS’ INTERESTS AND BOREBRGRHIESR &
SHORT POSITIONS IN THE SHARES g

AND UNDERLYING SHARES OF THE

COMPANY

As at 30 September 2016, the following persons R=—F—XFAA=1+H LT AL
(other than the Directors or chief executive of the (§$721K AEZTHABRIN R
company) had interests or short positions in the ~ 4AX Tﬂxfﬁ&ﬁﬁﬁﬂxfﬁﬂwﬁﬁ*ﬂﬁim
shares and underlying shares of the Company which ~ Z & 83 & 1§51 58 XV 385 2 & 37 Bh ik
would fall to be disclosed to the Company under the  XZERAIA QNG HBEHHERIAE » 5
provisions of Divisions 2 and 3 of Part XV of the SFO A RIEES LB EE 1§|J% 33615 E
or as required to be recorded in the register FEZXZMAEEMERIAE D
required to be kept under 336 of the SFO: T

g

Ordinary Shares of the Company AAREBR

Percentage

of the

Company'’s

issue share

Number of capital as at
Underlying 30 September

Name of Shareholder Capacity/Nature of Interests Shares® 2015
R-E-—RF
hB=+H
) oy HEARD (EEABERT
BREREE LR 57/ fERtE ga" BRAE DL
Mr. Yang Wan Ho ("Mr. Yang") - Founder and beneficiary 6,003,880,000 23.45%
BXREE(HBEE] of a discretionary trust
ERETELARZLZA
Cantrust (Far East) Limited?  Trustee of trust 6,003,880,000 23.45%
EREXFEA
YWH®? Interest in a controlled 6,003,880,000 23.45%
_ corporation
REEEE A ERE
Yang's Holdings® Beneficial owner 6,003,880,000 23.45%
EnEEA
Mr. Yang SiKit Kenny® Ei@nef’ic[@ry of trust 6,003,880,000 23.45%
e L LR EXEA
Ms. Leung Shui Yee® Interest of spouse 6,003,880,000 23.45%
iKMo [y
Ms. Chan Lo Mei® Intereﬁskt\gf spouse 6,003,880,000 23.45%
PREEEZ @ e B
Ge Qingfu ggngﬂcial owner 2,565,324,000 10.02%
BER ERBEAA
Tsang Elton Ka Wai Beneficial owner 1,392,936,000 5.44%
= A0 E=mEEA
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Notes:

All interests stated are long positions.

Cantrust (Far East) Limited, the trustee of the Yang's
Family Trust, holds the entire issued share capital of
YWH. YWH, in turn, holds the entire issued share
capital of Yang's Holdings. The Yang's Family Trust
is a discretionary trust established by Mr. Yang (as
the settlor) and the discretionary beneficiaries of
which include Mr. Yang, Mr. Yang Si Hang, Ms. Yang
Sze Man Salina and Mr. Yang Si Kit Kenny.
Accordingly, each of Mr. Yang, Cantrust (Far East)
Limited and YWH is deemed to be interested in the
6,003,880,000 Shares held by Yang's Holdings.

Ms. Leung Shui Yee is the spouse of Mr. Yang Si
Hang. By virtue of the SFO, Ms. Leung Shui Yee is
deemed to be interested in the same number of
Shares in which Mr. Yang Si Hang is deemed to be
interested.

Ms. Chan Lo Mei is the spouse of Mr. Yang Si Kit
Kenny. By virtue of the SFO, Ms. Chan Lo Mei is
deemed to be interested in the same number of
Shares in which Mr. Yang Si Kit Kenny is deemed to
be interested.

Save as disclosed above, as at 30 September 2016,
the Company has not been notified by any person
(other than the Directors or the chief executive of
the Company) who had, or was deemed to have,
interests or short positions in the shares or
underlying shares of the Company which would fall
to be disclosed to the Company under provisions of
Divisions 2 and 3 of Part XV of the SFO or were
required to be recorded in the register required to
be kept by the Company under section 336 of the

SFO.
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() FITEIERERTE

2  BEREEFHZETA Cantrust (Far
East)Limited #5 YWH 2 Z8E 8 17%
7% o YWH 8|38 Yang' s Holdings #9
EHEEITHRA - BERERETA
BEEWERBZTEAN) KN LB ZEE
L ZEANEEZEAREGE
£ BRELE  BERLEREG
FEESTAE - Bt - B4 -~ Cantrust
(Far East) Limited R YWH & B # 1%
A& TAvang' s Holdings i # A &
6,003,880,000 I% A% 19 A # 5 HE 2 o

@ RWALLABFHELRENES -
RIBES B GED > Ristart
WRRIGFERER R RAEHE
mHOMERI LB Bt P A M o

@ MREELXLRBHELENRS-
RIBES B GED > REXZL
WA RIS F R ERR R HE
mHOMERI LB Bt P A M o

B EXHIEEEN  R_F—RFNL
A=1H  ARRLESEBEFMAL
(BERARAEBITHABRINR
AR B R ARRR 1) A AR A
BEERBZEFHIERDIFEXVAEE 2
K393 BRI R A AN B BR M) 2
HKE - HREESF R BE R E
GEAFEERMARENERL

N
KR o
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SHARE OPTION SCHEME

Pursuant to the written resolution of the
shareholders of the Company passed on 25
September 2014, the Group has conditionally
adopted a share option scheme (the “Share Option
Scheme”) under which certain employees,
consultants and advisers of the Group including the
executive Directors may be granted options to
subscribe for the Company’s shares.

Reference is made to the announcement of the
Company dated 22 August 2016 in regards to the
grant of option. As at 30 June 2016, the Company
had 200,000,000 (30 September 2015: Nil) share
options outstanding under the Share Option
Scheme, which represented approximately 0.01%
(30 September 2015: Nil) of its issued share capital
on that date. Details of movements in the share
options under the Share Option Scheme (“Share
Options”) during the period were as follows:

Exercise

price  Outstanding

per share of at
the Company

1 April

2016
RZB-RE
RATEE mA-A
B HARATHE
00256 -

HK$
BREAT

Participants Exercisable period

28%
Consultants
B

T8

22 July 2016 to 21 July 2026

ZE-AFLAZtZRE
ZTZREtAZ+-H

1,600,000,000

MRRRIERTE

REARBBRRR -_Z—MF A
“TRARBEBNEMRMEE - ANEE
BB IR — BB & ([#B R
st El ) Bt AEEETRE -
HAANBRER(BEATES) AE
REBREARBARRIRLD -

ZIRMARBBHAE-_T— X NFNA
—t+—BWMAH - AEBERDER
R Z—XREANAZTH AR
A B RS AE ST )78 1 A 200,000,000 13
(ZZ—HEAA=1+H: &) HKT
FERE  BENERNZBEBTR
KL% (ZE—RHFNLA=FTH:
) o BINBERR AT BIE TR AR ([ 88
fSHE D B E B BT

Outstanding

Cancelled at
during 30 September

the period 2016
RIB-RE
RAA=tA
o R AT
200,000,000

Exercised
during
the period

Granted
during
the period

BRERH BRETE MREEH

(1,400,000,000) -

Employees 22 July 2016 to 21 July 2026 0.0256 - 200,000,000 (200,000,000 - -
BB —E-RE+A-+-RE
T FtA=t-H
- 1,800,000,000 (1,600,000,000) - 200,000,000
CORPORATE GOVERNANCE PRACTICES {¥EAEM
During the six months ended 30 September 2016, #HZE_-Z— X XFNLA=TH LA

the Company has complied with the required code
provisions set out in the Corporate Governance
Code and Corporate Governance Report (the
"Code") contained in Appendix 15 of the GEM Listing
Rules and there has been no deviation in relation
thereto.

HEIRE 2016 o HEEMIERARAE

A ARBEESTRIER LT AR RN
S PE B EEIATAI R EEIRR
(5 RI D BRE RSP RIERS - A
HiRBEER
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COMPLIANCE WITH THE REQUIRED
STANDARD OF DEALINGS IN
SECURITIES TRANSACTIONS BY
DIRECTORS

The Group adopted the required standards of
dealings set out in Rules 5.48 t0 5.67 of the GEM
Listing Rules as the code of conduct regarding
Directors’ securities transactions in securities of the
Company.

On 21 April 2016, Yang's Holdings Capital Limited
executed a share charge over 840,000,000 (the
“Share Charge”) in the share capital of the Company
in favour of a licensed money lender in Hong Kong
as security for a term loan facility granted to Yang's
Holdings Capital Limited. On 11 May 2016, the Share
Charge has been enforced and transferred to
independent third party(ies). As a result of the
enforcement, the shareholding interest of Yang's
Holdings Capital Limited in the Company was
reduced from approximately 51.02% to 30.02% of
the entire issue share capital of the Company.

Save for the above and upon the Group's specific
enquiry, each Director confirmed that he/she had
fully complied with the required standard of dealings
and there was no event of non-compliance during
the six months ended 30 September 2016 and up to
the date of this report.

PURCHASE, SALES OR REDEMPTION
OF THE COMPANY'’S LISTED
SECURITIES

Neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company's
listed securities for the six months ended 30
September 2016.

COMPETING INTERESTS

The Directors confirm that none of the Controlling
Shareholders or Directors and their respective close
associates (as defined in the GEM Listing Rules) is
interested in any business apart from the business
operated by the Group which competes or is likely
to compete, directly or indirectly, with the Group’s
business.

BFEFETEFXINTER
EMHR

AEBEDRNAEIZFER LR RIS 5.48
EESO7TIRMBERHHERE  (FR
BRESETENARAEFHES
RBHTTRTR

RZE—R"FMA=+—H  vYang's
Holdmgs Capital lelted BB 2R
BREABZTmAELY RARFIR
7K /1 840,000,000 Hx f& 17 2 % 1 1 &2
(IR #E2])) - ¥EAYang' s Holdings
Capital Limited &% & RS Z B & AR
H-RZZE—XERA+—H KK
HEBETUERTEIE=7 ° B
R E TR 5 &2 0 Yang' s Holdings
Capital Limited 72572 8] # B4 465 48
NAIBEBITIRALTELS1.02 %R E
30.02 % °

br il E RIBEAEBENREER - &
i%ﬁ&ub/\ﬁ\&i—é /;\Eﬁjlﬂ
Z+HHIERNEAREEAREHEE
FPHETRSREELE - BHEEq
EHIFR -

BE HEXROEOFELF LT
BF
BE_Z-R"FAA=TBLXRE

A AR EEM B AR GERE
B - WEHBEOARRHER EHRES

D

EEHR  BHEERRRNE SN
EXEEMEEMEAT (EERAIX
AR _E T AR B 5O B SR B S B 9 ek
Fe 5% 188 P3G 35 5 K T B P2 5% MO ]
X5 (AEEGENRBRIN) PR
e o

79 L & A INTERNATIONAL HOLDINGS LIMITED e INTERIM REPORT 2016



Management Discussion and Analysis

EEREMRRS I

AUDIT COMMITTEE

The Company has established the Audit Committee
with terms in compliance with the Code as set out
in Appendix 15 to the GEM Listing Rules. The duties
of the Audit Committee are to primary review
financial statements of the Company and oversee
internal control procedures of the Company.

The Audit Committee consists of 3 independent
non-executive Directors, namely Mr. Chan Ming Sun
Jonathan, Mr. Ma Chi Ming and Mr. Kwong Lun Kei
Victor. Mr. Chan Ming Sun Jonathan is the chairman
of the Audit Committee.

The Audit Committee has reviewed the accounting
principles and policies adopted by the Group and
the unaudited condensed consolidated financial
statements of the Group for the six months ended
30 September 2016 and is of the opinion that the
preparation of such statements complied with the
applicable accounting standards, GEM Listing Rules
and that adequate disclosures have been made.

Interest of the compliance adviser

As notified by the compliance adviser of the
Company, TC Capital International Limited (formerly
known as TC Capital Asia Limited) (“TC Capital”), to
the Company pursuant to rule 6A.32 of the GEM
Listing Rules, as at 30 September 2016, save for TC
Capital as the sponsor and one of the joint
bookrunners and one of the joint lead managers in
relation to the Listing of shares and the compliance
adviser agreement entered into between the
Company and TC Capital dated 17 July 2014, neither
TC Capital or its directors, employees or close
associates (as defined in GEM Listing Rules) had any
interest in the Group.

EREAT
ARRBERIEZZEE WO HEMR
A BIZEIR £ AR AR % 15 AT A1
MBERE BEXZEENTIZRE
REMARBDNPBHRRREEAR
BB IEAEFF

BREEEAFE=RBUFNTE
% RELET  BEBELRE
BiEss - RULEEABRELR
e

ERZ B EHAEERMNNEGF
FRAIRBERARAEBEHRE T —X
FHAZ=T B IEANEARREEZRL
R gHmR  WARBRERKTD
EIRRGERME R RAIER TR
AlfAme - BEFL R HEE -

ERERNER
BARRAEBEMAVERNBRE AR
2R (A HF AR ERTMERRAR)
(TREAER ) RBAIZER EREISE
OABERARRRIRRT RZZF— X
FALA=1+8 BRRBEARKNG L
METREA  HF—ZHEEEE
BANEFR—ZBEERLHANAR
RAGIERXPERTCAEAE-T
—MELtA++-AEMAEBER
Gy KB BEAREESR - BEERER
BEAL(FTERAERLETRAD
EmA ANEEM I AER -
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CHANGES IN DIRECTORS'’
INFORMATION

Pursuant to Rule 17.50A(1) of the GEM Listing Rules,
the change in information of the Directors is as
follows:

Mr. Chan Ming Sun Jonathan, the independent non-
executive Director, has been appointed as an
independent non-executive director of Dining
Concepts Holdings Limited (Stock code: 8056) with
effect from 14 July 2016.

Change of Directors and Company
Secretary

1.

81

Mr. Ng Ka Ho was re-designated as the
chairman of the Board, appointed as a
member of the Remuneration Committee, the
compliance officer and an authorised
representative of the Company with effect
from 22 April 2016.

Mr. Yang Si Kit Kenny resigned as the
chairman of the Board, an executive Director,
a member of the Remuneration Committee,
the compliance officer and an authorised
representative of the Company with effect
from 22 April 2016.

Ms. Cheung Marn Kay was resigned as an
independent non-executive Director, chairlady
of the Remuneration Committee and the
Nomination Committee, and a member of the
Audit Committee of the Company with effect
from 29 April 2016.

Mr. Ma Chi Ming was appointed as an
independent non-executive Director and a
member of the Audit Committee of the
Company with effect from 29 April 2016.

Mr. Yang Si Hang ceased to be a member of
the Nomination Committee of the Company
with effect from 29 April 2016.

EERHED

R SR _E TR I 2 17.50A01) 1§
EEEREFHNT

BUFNTEERHLEERZES
REBZERER AR (RHRE
8056) KB IFMITEE B -F

—ANEFEEATOBRER -

FREERARAUE

1. RERxEECHTAREZSE
J& I = R AN R R B B
BEKE  aHETEREER
R BZE—RNFOMA=-+=
ARBAER -

2. BEEXACBEEARAATNE
ECEFE RTES - FMHZ
BEgRE  AREEREER
X BZE—ARFOA=-+=

BB -

3. EBSHLLOHBEHEAQRTNE
VIERITESE %M?E@&
RALZESTFULERELE
gKRE - BZE— X FWNA

“thHBER-

4. BERALLECERERSLTAR
MBLENTEERERERE
eKE BT RFMOA
“tRABRER-

5. BHEAETBEEARAR
HEEEKE BT —RF
A+ ABERS-
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6. Mr. Ng Ka Ho was appointed as a member of

10.

11.

the Nomination Committee of the Company
with effect from 29 April 2016.

Mr. Kwong Lun Kei Victor was re-designated
to be the chairman of the Remuneration
Committee and the Nomination Committee of
the Company respectively with effect from 29
April 2016.

Ms. Chan Ming Sun Jonathan was appointed
as a member of the Remuneration Committee
and Nomination Committee of the Company
respectively with effect from 29 April 2016.

Mr. Wong Lok Man was resigned as the
company secretary of the Company with
effect from 16 May 2016.

Mr. Leung Tze Wai was appointed as the
company secretary of the Company with
effect from 16 May 2016.

Mr. Yang Si Hang retired as a Director of the
Company with effect from 28 October 2016.

10.

11.

REFZEEEZERARFIR
FEBEGKE BZE—KRF
A+ HRER -

BEERERTRAADBNS
MEEERREEZREGXFE
B-ZE-XREEA-t+NRAR
R e

RELEERRERARAN
FHEEe R REEEKE
BE-Z-RFOA-THBEE
R

FTEREECHERRANA
AME BT - FHA
TREREMK -

RYBEREEBZETRARAN
REME BZZE—RFRA
TREREMK -

SR ERERTARRES
E-ZE—XE+A=-+N AR
AR o

RS 2016 « REARERERAR 82



Management Discussion and Analysis

EEREMRRE S

PUBLICATION OF INTERIM RESULTS
AND INTERIM REPORT

This report is published on the websites of the Stock
Exchange (www.hkexnews.hk) and the Company
(www.Ina.com.hk). The interim report of the
Company for the six months ended 30 September
2016 containing all the information required by the
GEM Listing Rules will be dispatched to the
Company’s shareholders and published on the
above websites.

By Order of the Board

L & A INTERNATIONAL HOLDINGS LIMITED
Ng Ka Ho

Chairman and Executive Director

Hong Kong, 14 November 2016

ASs at the date of this report, the executive Director
is Mr. Ng Ka Ho, the non-executive Director is Mr.
Wong Chiu Po, the independent non-executive
Directors are Mr. Chan Ming Sun Jonathan, Mr.
Kwong Lun Kei Victor and Mr. Ma Chi Ming

fIPHRBERPHRE

AN SR 25 73 B T R B 22 BT 48 U (www,
hkexnews.hk) & 28 2 &) #8134 (www.Ina.
com.hk) e RARIHE=ZZE— X FNA
Zt+HIERNEANFERE(EFH
BRIERETHRAUBENMEER)
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