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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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condensed Consolidated Statement of
Profit or Loss and Other Comprehensive Income
HHRSREREI2ZAKEE

The board (the "Board”) of directors of the Company is ~ RNARIEZEEE([EEE ) MARE
pleased to present the unaudited condensed consolidated N FIREWEB A G (548 [AEE |) &
results of the Company and its subsidiaries (collectively Z-—E—XE+-_B=+—HI=

referred to as the "Group”) for the three months and nine H o 4@ 52 & BE 4= A 2
months ended 31 December 2016 together with the A R IUIE R B A 6 3 B B 6

% BE-E—RERBOREER
unaudited comparative figures for the corresponding ™= @E* _ HF RS REEZ
period in 2015 as follows: LR BTN

For the nine months ended 31 December 2016 #Z—Z— X F+-A=+—HI @A

Three months ended Nine months ended
31 December 31 December
BZE+-A=1-HL=@A BEt-B=t-RLANEA
2016 2015 2016 2015

“E-RE CZT-nf ZB-5”E nE

NOTES HK$'000 HK$'000 HK$'000 HK$'000
i3 TiEn T TiEn THL
(unaudited)  (Unaudited) (unaudited)  (Unaudited)

(REBEH) CE2E)  (RBER) %)
Revenue Uegs 3 5,048 39,669 52,561 158,909
Cost of sales HERR 8 (4,007) (31,122 (57,514) (124,234)
Gross profit 7 1,041 8,547 (4,953) 34,675
Other income EiA 4 93 821 227 6,168
Fair value change instructured  £& 1R
bank deposit NEEEE - 84 - 23)
Other gains and losses Hitas RER 5 - 1,402 (47) 949
Selling and distribution expenses  $HE K 2 5% (1,083) (3,009) (4,233) (8,839)
Administrative expenses THEX (20,588) (10,330) (86,371) (32,079)
Share of result of an associate EE—FH2 AT (19,903) - (27,748) -
MxE
Finance costs BIBRA 6 (53) (562) (799) (1,799)
Loss before taxation WRIRATER (40,493) (3,047) (123,924) (944)
Income tax credit (expense) FEkiEe (RL) 7 23 (375) 313 (3139)
Loss for the period BRER 8 (40,470) (3422) (123,611) (4,082)
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condensed Consolidated Statement of
Profit or Loss and Other Comprehensive Income
BRFSREREMZEKER
For the nine months ended 31 December 2016 #Z—Z— F+=-A=+—HI-NEA
Three months ended Nine months ended
31 December 31 December
BET-A=1t-HL=@A BEt-A=t-HALANEA
2016 2015 2016 2015

“E-AF ZTRF ZR-RF TR
NOTES HK$'000 HK$'000 HK$'000 HKS'000

izt T FHL T FEL
(unaudited)  (unaudited) (unaudited)  (unaudited)
(RE8E®R) (REER) (REER) &%)

Other comprehensive expense:  EAbZ2EER
Item that may be reclassified EG A EN 8
subsequently to profitor loss:  E/Ez#ER -
Exchange differences arising BERNERES
on the translation of foreign MEXZE
operations (1,183) (491) (2,226) (2,542

Other comprehensive expense SRR E M2 AR Y

for the period (1,183) - (2,226) -
Total comprehensive expense  BIRNAER L
for the period (41,653) (3913 (125,837) (6,624)
Loss for the period attributable to:  bA T A &5 EAR
B
QOwners of the Company KRAERA (39,845) (3422 (122,098) (4,082)
Non-controlling interests iR (625) - (1,513) -

(40,470) (3422) (123,611) (4,082)
Total comprehensive expenses AT A TSR
for the period attributable to: FRRYER:

Owners of the Company AREHEA (41,044) (3913 (124,339) (6,624)
Non-controlling interests SRR (609) - (1,498) -
(41,653) (3913 (125,837) (6,624)

Loss per share GRER 10
Basic (HK cents) ER(E() (0.156) (0.017) (0.530) (0.020)
Diluted (HK cents) 23051 (0.156) N/A (0.530) N/A
TEf TER
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condensed Consolidated Statement of

Changes in Equity

LRS- k=31 ES

For the nine months ended 31 December 2016 HE—-ZT— A F+-A=+—BILNEA
Retained
profits/

Other ~ (Accumulated

reserve losses) Total

REER

(B3tE8)

HK$'000

Share
options
T

Non-
controlling Total
interests equity

Translation
reserve

Share
premium

Share
capital

Special
reserve
BREEHE 2GR
HK$'000

FERREE
HK$'000

BiaE

Bx i EXffE  BHER
K000 0 HKS'000

HKS'000

At 1 April 2015 (audited)

Bxchange differences arising on

the translation of foreign
operations
Loss for the period

Total comprehensive income
(expense) for the period

At 31 December 2015
(unaudited)

A1 April 2016 (audited)

Exchange differences arising on

the translation of foreign
operations
Loss for the period

Total comprehensive income
(expense) for the period

Acquistion of an associate

through issuance of share
Acquisition of a business
Placing of shares

Transaction costs attrioutable to

issuance of shares
Recognition of equity-settled

share-based payments
Bxercise of share option

At 31 December 2016
(unauciteo)

BEMA-A
(&)

7

LY i
HEXZE

HrER

BhzEkE ()
5]

AERISHAHEE
HENER

it

EERD
ERRRERARA

EUARSEENRR
BRI

ik

R-B-E

FEL

HKS'000 HK HK$'000

TH=
1ETC

T

TER

40,000 2383 8927 28431 - 4307 2109 128617 - 128617
- - (2,051) - - - - (2,051) - (2,051)

- - - - - - (660) (660) - (660)

- - (2,051) - - - (660) 2m - 2m)
40,000 2383 6876 28431 - 4307 249 125,906 - 125,906
40,000 23823 3,374 28431 o 4327 (6,193) 93,762 o 93,762
= © (2.241) = o o = (2.241) 15 (2,226)

= o = = o = (122,098)  (122,098) (1513)  (123,611)

= = (2.281) = = = (122,098) (124,339 (1498)  (125,837)
2260 470127 = = = = - A3 - An3
= = 13 = = = = 13 4,051 4,064
5,740 54,241 = = o = = 59,981 o 59,981
- (600) - - - = = 600 o 600

= = = = 37,006 = = 37,006 = 37,006
3,200 70,542 = = (32,782) = = 40,960 = 40,960
51200 618133 1,146 28431 4,224 4321 (128291) 579,170 2553 581723
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condensed Consolidated Statement of
Changes in Equity
BRFSERETHE

For the nine months ended 31 December 2016 HE—ZT— F+-A=+—HINEA

Notes:

0]

(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
controlling shareholder of the Company in previous
years.

HaE -
@

(i)

B f# # 48 L & A Interholdings Inc.
FREATIR R B9 B B AR 15 )4 (B B R
ARBBEEBSAMEITRAEE
pd o=

HipfEmESL B AR A —BERR
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Notes to the Condensed Consolidated
Financial Statements
SRR S M R RO

For the nine months ended 31 December 2016 &Z—ZF—

1.

GENERAL INFORMATION

The Company was incorporated in the
Cayman Islands as an exempted company
with limited liability on 5 June 2014. 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 2014. 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.O. 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.

RNE+TZA=+—HIEAER
1.

—REH
ARNEIR—ZZE—WNFENAAHB
FHRERSEMKRIAEERE
BRAR s ARAIRHEZF
—UE+A+HRREBHA
RBERAR(BRZAT]) A
E¥REM-RERZZT—XRF
HA+—BMRHHIT AR
FRBEZESTMA AR
A & BB A alyang’ s Holdings
Capital Limited[m — & & &
BERBREAZEILSRARA]
F% 7K /R 840,000,000 A% f% 17 #9 A%
52 - EAYang' s Holdings
Capital Limited 7 & #% & i
EXmERNEKITE Syang's
Holdings Capital Limited &9 % #&
8 51.02% J8 & 30.02% ([ f% 15 ##
i J) + Yang' s Holdings Capital
Limited N B R A AR HEER
~ Al e A Yang' s Holdings
Capital Limited M & A &) ~ 78
EEBEZESFMALARA
A B 2 AYWH Investment
Holding Limited &2 &£ I YWH
Investment Holding Limited #9145
XERER T —XRNERHA
+T—BTBAARR A &RER
IR o RATMFEMRHEE R
FELEMEMMUI D B AP.O.
Box 309, Ugland House, Grand
Ccayman, KY-1104 Cayman
Islands R BB NERDEE 762
SRS I EAESHEN
BCEIE -

AR RREBEBR AR - K&
EEXEHERE HERTE
AREE RIA R REET -
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Notes to the Condensed Consolidated
Financial Statements
SRR S M R R EE

For the nine months ended 31 December 2016 HE—ZT— F+-A=+—HINEA

2,

BASIS OF PREPARATION

The unaudited condensed consolidated
financial statements of the Group for the
three months and nine months ended 31
December 2016 have been prepared in
accordance with the Hong Kong Financial
Reporting Standards (“HKFRSs”) issued by the
Hong Kong Institute of Certified Public
Accountants and the applicable disclosure
requirements of the GEM Listing Rules.

The unaudited condensed consolidated
financial statements have been prepared on
the historical cost basis except for certain
financial instruments that are measured at fair
values at the end of each reporting period.
Historical cost is generally based on the fair
value of the consideration given in exchange
for goods and services.

The basis of preparation and accounting
policies applied in the preparation of the
unaudited condensed consolidated financial
Statements are consistent with those adopted
in the annual report for the year ended 31
March 2016, except for the new and revised
HKFRSs. The condensed consolidated financial
statements are unaudited, but have been
reviewed by the Audit Committee of the
Company.

2.

RREE
AEBEBE-_ZT—RF+H
=t —HIE=@AFNEAN
AEEZEHREEFBRRE
REBESHAMAGEMNE
7B B 2RI ([ &8 I 75
FEA ) RAIZER LR R
HRAWERERR

BETHBIAZRS®RED
REODFEREN  REEZ
ERGA M BRI D IRE LK
REREE - FERKANBTE
Rt EE a KR P A (R
EBHRFEFHE -

BRI MR R EM RS
RSN - RBIAREE XGRS
B BRRAIEMNREEE
ReitBRERE _T—RF
ZRA=t—HALFENFRM
RnE—% - GRS MR
ROIARREZ  BEHARTA

BERZEeEH -
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Notes to the Condensed Consolidated
Financial Statements

AT S M BERERME
For the nine months ended 31 December 2016 HE—ZT— X F+-A=+—HI-NEA
3. REVENUE 3. k&
Revenue represents the invoiced values of WEHEREHRNFELERD
goods sold during the reporting period. BEEE-
Three months ended Nine months ended
31 December 31 December
BZE+T-A=1t-HL=@A BEt-A=t-HLANEA
2016 2015 2016 2015
“E-Xf ZT-nf ZB-xF C—T-1f
HK$'000 HK$'000 HK$'000
TAT B TAR
(unaudited) (unaudited)
(REER) (REEZ) (REER)
OEM Business RRGBREER 1,088 32,745 43,933 144,015
Retail Business TEEK 1,095 6,924 4,808 14,894
Money Lending Business HEES 2,865 - 3,820 -

5,048 39,669 52,561 158,909

4. OTHER INCOME 4. HA

Three months ended Nine months ended
31 December 31 December
BEt-A=1t-HL=fR BEt-A=t-HLNEA
2016 2015 2016 2015
ZZ-Rf CZT-1F ZB-xE C—T-IF

HK$'000 HK$'000 HK$'000 HK$'000

T B T BT
(unaudited)  (unaudited)  (unaudited)
(REBER) ) (REBER)

Claim received from customers — §h& PEUS 3] E I

for cancelled orders MRE - 560 108 5,646
Rental income HEUWA - - - 83
Bank interest income BT BYA 6 1 20 2
Others Hit 87 260 99 437

93 821 227 6,168
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Notes to the Condensed Consolidated
Financial Statements

MRS MR R

For the nine months ended 31 December 2016 HE—ZT— F+-A=+—HINEA
5. OTHER GAINS AND LOSSES 5.

Gain on disposal of property

BEt-A=t-HL=fA

2016
ZE-RE
HK$'000
Ti#n
(unaudited)
(REER)

HENZ - BELRE

HEfttl 2 RGN

Three months ended
31 December

2015
“Z-1F
HK$'000

Nine months ended
31 December
HETZA=1T-HIAER
2015
—Z-nF

2016
ZE-RE
HK$'000
FRL
(unaudited)
(REBER)

plant and equipment o)lea - 1,404 - 1,221
Others Hity - 2 (47) (272)
= 1,402 (47) 949
6. FINANCE COSTS 6. MERE

Interest on:
Bank borrowings wholly
repayable within five years
Obligations under finance
leases
Amounts due to directors

Three months ended
31 December
BEZ+t-B=1t-HLE=fR BZEt-A=t+-HILAEA

2016
8-

HK$'000
TAL
(unaudited)
(REER)

THIRBEHHE -

2015
“T-hF
HKS

Nine months ended
31 December

2016
ZE-RE
HK$'000
T
(unaudited)
(RIBEZ)

2015

ENRERER
ERMBIEE 1 558 696 1,787
HEHEREH
- 4 - 8
[ERESFE 42 - 103 -
53 562 799 1,795

E-EERERE 2016 « HTEEERERAR 10



Notes to the Condensed Consolidated
Financial Statements
SRR S M R RO

For the nine months ended 31 December 2016 #Z —Z—"F+-A=+—HBIL @A
7. INCOME TAX (CREDIT) EXPENSE 7. FiSMESR)EAX

Three months ended Nine months ended
31 December 31 December
BEt-A=1t-AL=@R BEt-A=t-HLNEA
2016 2015 2016 2015
“E-XE -1 ZB-RX —F-1F

HK$'000 HK$'000 HK$'000 HK$'000
TAL THL TET TET
(unaudited)  (unaudited) (unaudited)  (unaudited)
(REBEZ) % (REER)

Hong Kong Profits Tax (Note (1) &8 I/S# (K& ()

— current period — RERA 196 588 196 3,225
PRC Enterprise Income Tax (‘EIT") s E (M ¥ Fri5H:
(Note (i) — current period (=i
(PFE () — A = (186) = -
196 402 - 3225
Deferred tax EERE (219) (27) (509) (87)
(23) 375 (313) 3138
Notes: s -
(i) Hong Kong (i) o
Hong Kong Profits Tax is calculated at 16.5% BEBRBR IR ERT
of the estimated assessable profit. T AE 16.5% T E ©
(ii) PRC (i) =
PRC EIT is calculated based on the statutory FEIERAEHDREZER
rate of 25% of the assessable profit for those BB AR S B B B R B FE AR AR
subsidiaries established in the PRC, as i K1 25% B 5 E R K G HE -
determined in accordance with the relevant AR ETIRE AR T
income tax rules and regulations in the PRC. BRROI R AGFIEE -
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Notes to the Condensed Consolidated

Financial Statements

SRR S M R R EE

For the nine months ended 31 December 2016 &#Z —Z—"F+-A=+—HBIL @A

8. LOSS FOR THE PERIOD/COSTOF 8. HIAEIE SE/RE
SALES
Loss for the period HRNEER

Three months ended Nine months ended
31 December 31 December
BEt-A=1t-HL=fR BEt-A=t-HLNEA
2016 2015 2016 2015
ZE-Xf ZT-nF ZB-xf C—T-I1F

HK$'000 HK$'000 HK$'000 HK$'000

TAT AL TAT B
(unaudited)  (unaudited)  (unaudited)
(REBEH) ) (REER)

Loss for the period BABEN R
has been arrived at after GFA T EER
charging (crediting): HEEhE
Directors' remuneration: e
—Fees —#8% 587 1,420 2,489 4,946
— Other emoluments, salaries  — E##is T4
and other benefits REMEF = 261 - 747
— Retirement benefit scheme  — BARERIE B
contributions 9 14 27 37
596 1,695 2,516 5,730
Other staff salaries and HBITE L2
allowances 11,069 10,507 25,132 32,431
Retirement benefit scheme EIRRFIRTBIAE
contributions, excluding (EZRH)
those of Directors 178 252 606 763
Share-based payments SR BEREE = - 3214 -
Total employee benefits expenses (€ B EHIF L £5 11,843 12,454 31,468 38974
Cost of inventories recognised B ARZH
35 an expense BEMAR 3,789 28,857 55,125 116,630
Depreciation of an investment  —IERENEINE
property 19 20 52 60
Depreciation of property, 0% BEREERE
plant and equipment 532 1,238 1,691 3969
Amortisation of prepaid lease BT EZERY
payments 24 27 72 82
Amortisation of intangible assets &/ & E & 8
(included in administrativeand (3t AfTER
other expenses) %) 864 - 2,016 -
Net exchange loss EERFE 1,163 3% 1,666 469
Allowance for inventories FERE = - 7441 -
Rentalincome from investment ~ RBHEMEH
property AEWA = - = (83)

B=FEEREWE 2016 o HOEBRERERLR 12



Notes to the Condensed Consolidated

Financial Statements
SRR S M R RO

For the nine months ended 31 December 2016 HE—ZT— X F+-A=+—HI-NEA

8. LOSS FOR THE PERIOD/COST OF 8.
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.

9. DIVIDEND 9.
The Board does not recommend the payment
of a dividend for the nine months ended 31
December 2016 (2015: Nil).
10. LOSS PER SHARE
The calculation of the basic loss per share
attributable to owners of the Company is
based on the following data:

Three months ended
31 December

10.

AR WERE (@)

HERAE
HERABREFERARTE
EBMEMERGERA W
TERWHER -

B2
Exgfg@Epiz_—_FT X
FH+ZA=+—HIEAEAIK
MES(ZE—RF &) -

BRBR
ARBHEA ANEEFRERE
BIRA T BURRTE

Nine months ended
31 December

HEt-A=1-AL=fF #Et-A=1-HLENER

2015
“T-Af
HK$'000

2016
ZE-RE
HK$'000
THT TAT
(Unaudited)  (unaudited)
%) (REER)

2015
—“T-RF
HK$'000
THL
(Unaudited)
( A

(3422 (122,098) (4,082)

25,600,000,000 20,000,000,000  23,041,330,574  20,000,000,000

2016
ZE-RE
HK$'000
TR
(unaudited)
(REEH)
Loss 33|
Loss for the purposes of basic T ESBERRFIFA
eamings per sharelossforthe  #)E18 (KA F]
period attributable to the #AAELEAER)
owners of the Company) (39,845)
Number of shares RH#E
Weighted average number of TEEREAEE
ordinary sharesinissue forthe  FTERMR T ERR
purposes of basic loss per share AT 55
Effect of dilutive potential ordinary  EESRRER 6 ER
shares in respect of #ELERny2
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ordinary shares for the purposes
of dilutive loss per share

25,600,000,000 20,000,000,000 23,041,330,574 20,000,000,000
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10. LOSS PER SHARE (Continued)

11.

Note: The computation of diluted loss per share for
the three months and nine months ended 31
December 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 nine
months ended 31 December 2016 and 2015
have been adjusted for the subdivision of
shares.

No diluted loss per share has been presented
for the three months and nine months ended
31 December 2015 as the Company has no
potential dilutive ordinary shares outstanding
during both periods.

LEGAL PROCEEDING

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.
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LEGAL PROCEEDING (Continued)
Registration of Shares of the
Company (the “Registration”)
(Continued)

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
Ccompany, 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.

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”).

11.
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11.

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

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; (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
Holding 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 (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.
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LEGAL PROCEEDING (Continued)
Registration of Shares of the
Company (the “Registration”)
(Continued)

The directors of the Company will follow the
Court order in relation to the Registration of
the Shares.

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”)
and Mr. Yang Si Hang (“Mr. Yang") 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, Mr. Yang, 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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11.

LEGAL PROCEEDING (Continued)
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; (i) 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, the Directors and Mr. Yang
(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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LEGAL PROCEEDING (Continued)
Share Options of the Company (the
"Share Options") (Continued)

In the draft injunction order, the Plaintiffs
sought the following reliefs against the
Company, the Directors and Mr. Yang (the "Ex
Parte Injunction Application”) that until
determination of the Legal Proceedings or
further order of the Court, the Company, the
Directors and Mr. Yang (whether acting by
themselves, their officers, servants, agents or
otherwise howsoever) be restrained from: (i)
recognizing or giving effect or to otherwise
taking any step to implement the purported
exercise of any of Purported Options; (ii)
recognizing 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; (i) taking or procuring the
taking, of any steps to alter the issued share
capital of the Company save for those which
are for proper purposes and in the best
interests of the Company; (iv) taking or
procuring the taking, of any steps to frustrate
or defeat the Plaintiffs’ Requisition for the
purpose of convening an Extraordinary General
Meeting of the Company to be held and
alternately 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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11.

LEGAL PROCEEDING (Continued)
Share Options of the Company (the
"Share Options") (Continued)

The hearing of the Ex Parte Injunction
Application was heard on 31 August 2016. In
the said hearing, the Company and the
Directors 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.
Upon the said undertakings, the Court
ordered, inter alia, that the Plaintiffs shall
issue an inter parte summons by 2 September
2016 identifying the injunctive reliefs sought
against the Company and the Directors and
that the hearing of the Summons will be fixed
with 2 days reserved. No injunction order or
disclosure order was made against the
Company and Directors.
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LEGAL PROCEEDING (Continued)
Share Options of the Company (the
"Share Options") (Continued)

On 2 September 2016, the Plaintiffs filed an
Inter Parte Summons (“the Inter Parte
Summons”) seeking the following reliefs
against, inter alia, the Company, the Directors
and Mr. Yang that until further order of the
Court, the Company, the Directors and Mr.
Yang (whether acting by themselves, their
officers, servants, agents or otherwise
howsoever) be restrained from: (i) recognizing
or giving effect or to otherwise taking any step
to implement the Purported Options in
relation to the exercise of any of the
200,000,000 share options out of the
Purported Options, which was described by
the Company as having been accepted by the
grantee(s) and for which no share has been
issued and the excise of any of the
200,000,000 share options out of the
Purported Options which the Company
described as not having been accepted by the
grantee(s) and have lapsed; (ii) recognizing or
giving effect or otherwise taking into account
the 1,600,000,000 shares in the Company
("the Impugned Shares”) issued to and
registered in the names of the grantees on 23
August 2016 pursuant to the Purported
Options for the following purposes: (a)
determining the Plaintiffs’ shareholding in the
Company as at 23 August 2016, the date of
the Plaintiffs’ Requisition; (b) challenging or
otherwise disputing the Plaintiffs’ right to
convene an extraordinary general meeting of
the Company for the purpose of considering
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11.

LEGAL PROCEEDING (Continued)
Share Options of the Company (the
“Share Options”) (Continued)

the proposed resolutions contained in the
Plaintiffs’ Requisition in the event that the
Board does not within 21 days of the deposit
of the Plaintiff's Requisition proceed to
convene an extraordinary general meeting; (C)
challenging or otherwise disputing the validity
of the “pre-conditional voluntary conditional
securities exchange and cash offer” contained
in the Joint Announcement made by Favourite
Number Limited and WLS Holdings Limited on
18 August 2016, (iii) taking or procuring the
taking, of any steps to alter the issued share
capital of the Company except with the
approval of the Court; (iv) taking or procuring
the taking, of any steps to frustrate or defeat
the Plaintiffs” Requisition and, alternatively,
the Company, the Directors and Mr. Yang do
convene an Extraordinary General Meeting of
the Company to be held for the purpose of
considering, inter alia, the proposed
resolutions contained in the Plaintiffs’
Requisition within the next 3 days of the order
to be made by the Court, or alternatively, the
Directors and Mr. Yang do within the next 14
days acquire 1,600,000,000 shares in the
Company and return them to the Company
for cancellation, whereupon the Company
shall within the next 7 days cancel those
shares and pay the amount received by the
Company from the issue of 1,600,000,000
shares in the Company pursuant to the
Purported Options to the Directors and Mr
Yang.
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LEGAL PROCEEDING (Continued)
Share Options of the Company (the
"Share Options") (Continued)

The Inter Parte Summons was heard on 1 and
2 November 2016. Upon the Company and
the Directors’ undertaking to (i) restrain from
recognizing, giving effect or otherwise taking
any step to implement the Purported Options
in relation to the exercise of any of the
200,000,000 share options out of Purported
Options, which was described by the
Company as having been accepted by the
grantee(s) and for which no share has been
issued and the exercise of any of the
200,000,000 share options out of the
Purported Options, which the Company
described as not having been accepted by the
grantee(s) and have lapsed; and (ii) restrain
from taking or procuring the taking, of any
steps to alter the issued share capital of the
Company unless and until the Company has
given the Plaintiffs 5 working days prior
written notice of their intention to do so, the
Court has, inter alia, ordered on 2 November
2016 that there be a speedy trial of this
proceedings on dates to be fixed.

No other injunction order was made against
the Company, the directors of the Company
and Mr. Yang. The Company is seeking legal
advice in respect of the Legal Proceedings of
the Share Options.

Kim Sungho’s first legal proceeding
Reference is made to the Company’s
announcement dated on 28 November 2016.
The Company has on 26 November 2016
received a writ of summons (“Mr. Kim’s First
Writ”) filed by Mr. Kim Sungho (“Mr. Kim") as
the plaintiff against the Company and the
Directors as the defendants under a legal
proceeding in the Court (“Mr. Kim's First Legal
Proceeding”).
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11.

LEGAL PROCEEDING (Continued)

Kim Sungho’s first legal proceeding
(Continued)

Pursuant to claims generally indorsed on Mr.
Kim's First Writ, Mr. Kim claimed, inter alia, for
a declaration that the Directors and the
Company have committed offences under
section 351 of Part XV of Securities and
Futures Ordinance (“SFO") which requires
directors, chief executives and substantial
shareholders to disclose their interest in the
shares and debentures of the Company.

Lim Hang Young's first legal
proceeding

Reference is made to the Company’s
announcement dated on 28 November 2016.
The Company has on 26 November 2016
received a writ of summons (“Mr. Lim'’s First
Writ") filed by Mr. Lim Hang Young (“Mr. Lim")
as the plaintiff against the Directors and the
Company as the defendants under a legal
proceeding in the Court (“Mr. Lim's First Legal
Proceeding”).

Pursuant to claims generally indorsed on Mr.
Lim'’s First writ, Mr. Lim claimed, among other
things, for (i) a declaration that the Directors
and the Company have committed offences
under section 351 of Part XV of SFO and for
violation of disclosure of interests rules; and
(i) an order for the Company to exert its
power under section 329 of SFO to investigate
the holders of interests in its shares and
debentures.
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LEGAL PROCEEDING (Continued)
Joung Jong Hyun'’s first legal
proceeding

Reference is made to the Company’s
announcement dated on 28 November 2016.
The Company has on 26 November 2016
received a writ of summons (“Mr. Joung's First
Writ”) filed by Joung Jong Hyun (“Mr. Joung”)
as the plaintiff against the Directors and the
Company as the defendants under a legal
proceeding in the Court (“Mr. Joung's First
Legal Proceeding”).

Based on the claims generally indorsed on Mr.
Joung's First Writ, Mr. Joung requested,
among other things, for a declaration that the
Directors and the Company have committed
offences under section 25(1) of the Organized
and Serious Crime QOrdinance.

Kim Sungho’s Second Legal
Proceedings

Reference is made to the Company’s
announcement dated on 6 December 2016.
The Company has on 5 December 2016
received a writ of summons (“Mr. Kim's Second
Writ") filed on 1 December 2016 by Mr. Kim as
the plaintiff against the Directors, the Company
and Deloitte Touche Tohmatsu, an auditor of
the Company ("Deloitte”) as the defendants
under a legal proceeding in the Court (“Mr.
Kim’s Second Legal Proceeding”).
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Notes to the Condensed Consolidated
Financial Statements
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For the nine months ended 31 December 2016 &#Z—=%

11.

LEGAL PROCEEDING (Continued)

Kim Sungho’s Second Legal
Proceedings (Continued)

Pursuant to claims generally indorsed on Mr.
Kim’s Second Writ, Mr. Kim claimed against the
Directors for (i) a declaration that the Directors
conspired and directed various accounting
irregularities practices by the Company and its
subsidiaries; (i) an order to pay compensation
to the Company for damages. Mr. Kim further
claimed against Deloitte for (i) a declaration
that Mr. Kwong conducted the negligent
accounting review for the Company; and (i) an
order to pay compensation to the Company for
damages. The Company is enjoined in Mr.
Kim's Second Legal Proceeding to execute any
orders by the Court.

Kim Sungho's third legal proceeding

Reference is made to the Company’s
announcement dated on 6 December 2016.
The Company has on 5 December 2016
received another writ of summons (“Mr. Kim’'s
Third Writ") filed on 2 December 2016 by Mr.
Kim as the plaintiff against (i) Yang's Holdings
Capital Limited, a substantial shareholder of
the Company (“Yang's Holdings"), and (i) the
Company as the defendants under another
legal proceeding in the Court (“Mr. Kim’s Third
Legal Proceeding”).

Pursuant to claims generally indorsed on Mr.
Kim's Third Writ, Mr. Kim claimed for (i) a
declaration that Yang's Holdings beneficially
holds and/or controls more than 30% of the
outstanding shares in the Company and is
subject to the mandatory general offer
obligation; and (i) an order that Yang's Holdings
launches obligatory mandatary general offer.
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LEGAL PROCEEDING (Continued)
Joung Jong Hyun's Second Legal
Proceeding

Reference is made to the Company’s
announcement dated on 6 December 2016,
the Company has on 5 December 2016 further
received a writ of summons (“Mr. Joung's
Second Writ") filed on 3 December 2016 by Mr.
Joung as the plaintiff against the Directors, the
Company; and Yang's Holdings as the
defendants under a legal proceeding in the
Court (“Mr. Joung's Second Legal Proceeding”).

Based on claims generally indorsed on Mr.
Joung's Second Writ, Mr. Joung claimed,
among other things, for (i) a declaration that
the Directors, the Company and Yang's
Holdings have conspired for stock price
manipulation, using the multi-layer marketing
methods, and caused enormous loss to
independent shareholders of the Company;
and (ii) an order that the Directors, the
Company and Yang's Holdings to pay
HK$500,000,000 to the independent
shareholders of the Company.

Lee Moonkyu's first legal proceeding

Reference is made to the Company’s
announcement dated on 12 December 2016.
The Company has on 8 December 2016
received a writ of summons (“Mr. Lee’s Writ")
dated 5 December 2016 filed by Mr. Lee
Moonkyu as the plaintiff against the Directors,
the Company and Mr. Yang Sit Hang as the
defendants under a legal proceeding in the
Court (“Mr. Lee's First Legal Proceeding”).
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11.

LEGAL PROCEEDING (Continued)

Lee Moonkyu'’s first legal proceeding
(Continued)

Pursuant to claims generally indorsed on Mr.
Lee's Writ, Mr. Lee claimed, inter alia, for (i) a
declaration that the Directors, the Company
and Mr. Yang Sit Hang have committed
offences under Section 25(1) of the Organized
and Serious Crime Ordinance; and (ii) a
declaration that the Directors, the Company
and Mr. Yang Sit Hang have conspired for
stock price manipulation, using the multi-layer
marketing methods, and caused enormous
loss to independent shareholders of the
Company.

Lim Hang Young's second legal
proceeding

Reference is made to the Company’s
announcement dated on 13 December 2016.
The Company has on 12 December 2016
received a writ of summons (the “Lim’s
Second Writ") dated 6 December 2016 filed by
Mr. Lim as the plaintiff against the Directors,
the Company, Mr. Yang Wan Ho (a substantial
shareholder of the Company) and Mr. Ge
Qingfu (a substantial shareholder of the
Company) as the defendants under a legal
proceeding in the Court (“Mr. Lim’s Second
Legal Proceeding”).

Pursuant to claims generally indorsed on the
Lim’s Second Writ, Mr. Lim claimed, inter alia,
for (i) a declaration that the Directors, the
Company, Mr. Yang Wan Ho and Mr. Ge
Qingfu have committed offences under Part
XV of Securities and Future Ordinance (Section
351) and for false disclosure of interest; and (ii)
a declaration that the Directors, the Company,
Mr. Yang Wan Ho and Mr. Ge Qingfu have
engaged in the multi-layer marketing scheme
to improperly boost the stock price of the
Company to 85 times the current level (in the
past 52 weeks), to market capitalization of
over $20 billion, only drop back to the current
level.

11.

o343 NE))

Lee Moonkyu & 18 = & 12
FF (&)
Bleet A BAS AR LEE
1 Llee L AR (HFRBIE) )
T HEE - AR AF) KYyang Sit
Hang 5t A B B30 B A 4% ki &=
FEITIEGIE 25 IEEB TR
R EHEE - A7 kYang
Sit Hang s. A SRR % [E & 8
FOEBRUEE - AR S AR E
BUYBRRERSFZEKNEBAL -

Lim Hang Young 5 — 18 3%
#EF

ZIRAMANBBEHA T —X
F+ZA+T=ZHHNAMH K=
2-AE+-A+=R A4
AIEERLMEEER—BER
BR(LUMEESE —EERERE
FHHREAZEREES -
AKRAF - RRABEEZREHX
SEERARBETERREE
BEEIEREEMELBHA
—E-RE+ZASNEHER
SR(TUMEEE —HEHAS
AR1) e

UM EE B EASMHR A
FEBE LmEERE (Edh s
F)NEHEE  AQF - BX
SEEREEREEEHEILE
% K HA B 65 85 XV 3B 58 351 15
HNRETRERBERSET
FHTHES  KARF) - BX
SEERBEERLE2HSE
EIHETE . W REFEABARA
AR EHSEBES2ERKE
R85 » T {E i B 2001& JT -
EAE H B EE EIRKFE -

E-EERERE 2016 « HTEEERERAR 28



Notes to the Condensed Consolidated
Financial Statements
SRR S M R RO

For the nine months ended 31 December 2016 HE—ZT— X F+-A=+—HI-NEA

1.

29

LEGAL PROCEEDING (Continued)

Lim Hang Young's third legal
proceeding

Reference is made to the Company’s
announcement dated on 23 December 2016.
The Company has on 23 December 2016
received a writ of summons (the “Lim’s Third
Writ") dated 16 December 2016 filed by Mr.
Lim as the plaintiff against (i) the Stock
Exchange of Hong Kong Limited (the “Stock
Exchange”); (ii) Yu Ming Investment
Management Limited (“Yu Ming"); and (iii) the
Company as the defendants under a legal
proceeding in the Court (“Mr. Lim’s Third Legal
Proceeding”).

Pursuant to the claims generally indorsed on
the Lim’s Third Writ, Mr. Lim sought, inter alia,
for () a declaration against Stock Exchange that
the Stock Exchange has acted in bad faith in
the vetting of the share subscription during the
general offer period; (i) an order against the
Stock Exchange to rescind all listing approvals,
(iii) a declaration against Yu Ming that Yu Ming
purposefully ill advised the Company to break
various Listing Rules, including assisting the
Company in its multi-layer marketing scheme;
and (iv) an order against the Company to apply
for self-delisting.
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LEGAL PROCEEDING (Continued)
Kim Sungho's fourth legal proceeding

Reference is made to the Company’s
announcement dated on 28 December 2016.
The Company has on 28 December 2016
received a writ of summons (the “Kim'’s Fourth
Writ") dated 20 December 2016 filed by Mr.
Kim as the plaintiff against (i) Gram Capital
Limited, an independent financial adviser to
the independent board committee of the
Company (“Gram Capital”); (ii) Mr. Wong Chiu
Po, a non-executive director of the Company;
(i) Mr. Mai Chi Ming; (iv) Mr. Chan Ming Sun
Jonathan, an independent non-executive
director of the Company; and (v) the Company
as the defendants (collectively, the
“Defendants”) under a legal proceeding in the
Court (“Mr. Kim’'s Fourth Legal Proceeding”).

Pursuant to the claims generally indorsed on
the Kim’s Fourth Writ, Mr. Kim sought inter
alia, for (i) a declaration against the
Defendants that the Defendants have
conspired to assist the owners of the
Company to commit offences under Section
25(1) of the Organized and Serious Crime
Ordinance, i.e. they knew, or had reasonable
grounds to believe, that on multifarious and
respective occasions, and through complex
“layering” vehicles mostly related to the
Company, were dealing with the proceeds of
an indictable offence; and (i) an order against
Gram Capital that Gram Capital to immediately
resign as independent financial adviser to the
Company.
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11. LEGAL PROCEEDING (Continued)

31

Kim Sungho’s fifth legal proceeding

Reference is made to the Company’s
announcement dated on 6 January 2017. The
Company has on 6 January 2017 received a
writ of summons (the “Kim's Fifth Writ") dated
3 January 2017 filed by Mr. Kim as the plaintiff
against (i) Strong Light Investments Limited, a
substantial shareholder of the Company
(“Strong Light"); (i) FP Sino-Rich Securities &
Futures Limited (“FP"); (i) Yu Ming; and (iv)
the Company as the defendants under a legal
proceeding in the Court (“Mr. Kim's Fifth Legal
Proceeding”).

Pursuant to the claim generally indorsed on
the Kim's Fifth Writ, the Plaintiff sought, inter
alia, for (i) a declaration against Strong Light
that Strong Light and its parties acting in
concert has accumulated over 30% of the
outstanding shares in the Company, thus
triggering the mandatory general offer; and (ii)
a declaration against FP and Yu Ming that FP
purposefully ill advised the Company to break
various Listing Rules, including assisting the
Company in its multi-layer marketing scheme.

Joung Jon Hyun’s Third Legal
Proceeding

Reference is made to the Company’s
announcement dated on 3 February 2017. The
Company has on 3 February 2017 received a
write of summons (the “Joung’s Third Writ")
dated 1 February 2017 filed by Mr. Joung as
the plaintiff against the Directors, the
Company and Hastings & Co. (“Hastings”) as
the defendants under a legal proceeding in
the Court ("Mr. Joung's Third Legal
Proceeding”).
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LEGAL PROCEEDING (Continued)
Joung Jon Hyun’s Third Legal
Proceeding (Continued)

Pursuant to the claims generally indorsed on
Mr. Joung's Third Writ, Mr. Joung sought, inter
alia, for (i) a declaration that the Defendants
have engaged in and solicited for illicit “kick-
back” arrangement on solicitor fees; and (ii)
and order that the Company and Hastings
engage in thorough investigations of related
personnel on alleged corruptive behaviour.

The Company will contest Mr. Kim's First
Legal Proceeding, Mr. Lim’s First Legal
Proceeding, Mr. Joung’'s First Legal
Proceeding, Mr. Kim's Second Legal
Proceeding, Mr. Kim's Third Legal Proceeding,
Mr. Joung's Second Legal Proceeding, Mr.
Lee's First Legal Proceeding, Mr. Lim's Second
Legal Proceeding, Mr. Lim’s Third Legal
Proceeding, Mr. Kim's Fourth Legal
Proceeding, Mr. Kim's Fifth Legal Proceeding,
and Mr. Joung's Third Legal Proceeding, and is
seeking legal advice in respect of the said
legal proceedings.

Chi Dong Eun’s Winding Up Petition

Reference is made to the Company’s
announcement dated on 6 January 2017. The
Company has also on 6 January 2017 received
a petition (the “Petition”) dated 3 January 2017
filed by Chi Dong Eun (the “Petitioner”) against
(i) the Company, (i) the Directors and (iii) Mr.
Yang as the respondents (collectively, the
"Respondents”).
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LEGAL PROCEEDING (Continued)

Chi Dong Eun’s Winding Up Petition
(Continued)

The Petitioner alleged, inter alia, that (i) the
Respondents have deliberately evaded the
mandatory general offer obligation of the
Codes on Takeovers and Mergers and Share
Buy-Back; (ii) Mr. Yang has engaged in
massive illegal share pledge borrowing
activities, without making proper and required
disclosures; (iii) from the initial public offering
of the Company, the accounting results of the
Company have been falsified, unfairly
prejudicial to independent shareholders to be
misled; (iv) the Company has physically
prevented several independent shareholders
from participating in the voting in some
extraordinary general meetings of the
Company; and (v) the Directors and Mr. Yang
have committed offences under section 25(1)
of the Organized and Serious Crime
Ordinance, which in the circumstances
renders it just, equitable and desirable to wind
up the Company. The hearing of Petition was
scheduled to be heard on 5 April 2017.

The Company have filed two summonses (the
“Summonses”) on 10 February 2017 and 13
February 2017 respectively to apply for the
Validation Order and for an order to strike out
the Petition. The hearing of the Summonses
have been fixed to be heard on 28 February
2017.
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Management Discussion and Analysis

ERERR S

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 a decline
compared with the same period last year. Shopping
trends in the United States of America ("US") have
begun to shift from major branded apparels to large
affordable fashion retailers, and spending patterns
have begun to shift towards a higher willingness to
spend on electronics products instead. As a result,
major apparel brands in the US are experiencing this
pressure, resulting in a wave of cost cutting, store
closures and clearance sales of their products this
year. This trend is particularly evident for mid-market
brands which find it difficult to charge excessive
premium for their products or lower their costs
sufficiently to compete with the larger fashion retailers.
Unfortunately, our products rely on the performance
of these mid-market retailers in the US and their poor
performance has negatively impacted us in this
quarter and is expected to continue throughout 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,
we are also looking for innovative ways to weather this
downturn and at the same time look for opportunities
in any niche segments on which we could utilise our
know-how in cashmere garment manufacturing.
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For the Retail Business, the revenue decline is mainly
attributable to the weak consumer market prolonged
by the sluggish economy, low level of consumer
sentiment and the rather unpleasant shopping
atmosphere in Hong Kong. These factors have caused
the number of mainland Chinese tourists in Hong Kong
to decline. Additionally, the warmest November month
ever recorded in Hong Kong last year, aggravated the
already weakened demand for its cashmere garments.

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, 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 challenge. 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 times. Besides the
reduced sales orders from the major customers, the
Group is also facing ever-increasing production costs
in mainland China. Based on sales orders placed by
the OEM customers up to the date of this report, the
estimated revenue of OEM Business for the year
ended 31 March 2017 is expected to decline
significantly compared to last year. However, the
management of the Company will continue to look for
new customers to widen the customer base and
reallocate the production resources according to the
orders received so as to save costs. Although the
business environment is tough, the management of
the Company will try to maintain a stable volume of
business for the OEM Business segment and
concurrently ensure that the Company is not exposed
t0 Unnecessary customer credit risks.
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For the Retail Business, the management of the
Company will closely monitor the consumers’
behaviour and will continue holding the promotion
campaigns. The management of the Company is
also monitoring the movements 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 as the
Company can still maintain a healthy profit margin
by selling its garments directly from the factory to
its customers.

Furthermore, the management of the Company is
also looking for new investment opportunities,
especially in retail markets 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 source of income, the Group is
now engaged in the 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 segment
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.

MATERIAL ACQUISITIONS, DISPOSALS

AND SIGNIFICANT INVESTMENT

i On 22 April 2016, the Group entered into a
sales and purchase agreement with an
independent third party, pursuant to which
the Group conditionally agreed to purchase
55.56% of equity interests of Aji On Worldwide
Holdings Limited, which operates a high-end
fashion brand captivating audiences of high-
end fashion retail industry in the PRC for a
cash consideration of HK$13,000,000. The
transaction was completed in May 2016.
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ii. 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 (“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 in June 2016.

VOLUNTARY CONDITIONAL SHARE
OFFER

Voluntary Conditional Share Exchange
Offers (the "Offers”)

On 7 October 2016, QPL International Holdings
Limited (“QPL" or the “Offeror”) proposed to the
Board that it would make the Offers to (i) acquire all
of the issued shares in the share capital of the
Company (other than those already owned by the
Offeror and parties acting in concert with it) (the
"Share Offer”); and (i) cancel all of the outstanding
Options (the “Option Offer”, together with the Share
Offer, the "Offers”).

On 3 February 2017, being the extended closing
date of the Offers, QPL had (i) received valid
acceptances in respect of a total of 3,917,665,079
Shares (taking into account the acceptance in
respect of the Shares on the first closing date of the
Offerors) (the “Acceptance Shares”) under the Share
Offer, which represented approximately 15.303% of
the total issued share capital and voting rights of the
Company as at the date of the announcement of
the Offeror dated 3 February 2017 in relation to the
extended closing date and further extension of the
Offer Period (the "Further Extension
Announcement”); and (ii) not received any
acceptance in respect of the Option Offer.

i. WMZE—XR"FMWA=-+NH-
7K % B &2 New Star International
Development Limited + 3 75 B8
Ik -~ Incsight Limited ~ k8% - Lai
Kwok Ho ~ Li Jia » Chi Weina & Ji
Weil(EIER D REAHT
([ERADITZESEHE - &
It - KRR B EHREEREARe
5 Studios, Inc. ([ B2 27 B
EFNRE RBIEF R E M MK
SLHYB R AT K 47.63% Ak HE -
4K {8 £ 76,500,000 7T (HHE
F#7596,700,000587T) - BIZR
RAIRENBAREZRERR
ERE BN PREREED
e BT IR BB K A8 4R RIS
- RSN _ZE—RFNA
K °

BRBEHRIIXREN

%jﬁ;ﬁﬁﬁ#ﬁiﬁfﬁﬁ%%’ﬂ(rg
RZZE—-— X+ H+tH QPL
International Holdings Limited ([QPL
FENVADMESESERZ  RTH
AREEH ZA - DA M A RQ RIRR AN
FEHEBETROZHOARE -
THATEHEBERWN) (KK
H1) R (i) sEEE 2 EP M AR TT R B AR 42
(EREZLN] ERROZLONE
BIZFEN]D -

R-E—+E-F=H(MZEEY
EEFMEIEBH)  QPLOIEEES
BRI B4 T A $£3,917,665,079 f%
B (Bt RREBHANEEE LA
BB NER) ([EMERG% DR
BRES HEREHOABRA-T
—tF_A-HERERELBHE
E—FSTERBHHO QM ([#E—FITE
QM) KRB EEE BEITRA
T2 3R RE4715.303% ; JZ (ii) I M
ERABREZSONTMER -

37 L & A INTERNATIONAL HOLDINGS LIMITED e THIRD QUARTERLY REPORT 2016



Management Discussion and Analysis

ERERR S

Taking into account the Acceptance Shares (subject
to the Offers become or are declared unconditional)
and the 13,800,000 Shares already owned by QPL
and parties acting in concert with it, QPL and parties
acting in concert with it are interested in an
aggregate of 3,931,465,079 Shares, representing
approximately 15.357% of the total issued share
capital and voting rights of the Company as at the
date of the Further Extension Announcement. The
closing time and date of the Offers made by QPL will
be further extended by QPL from 4:00 p.m. on 3
February 2017 to 4:00 p.m. on 14 February 2017.

Details of the Offers have been disclosed in (i) the
announcement of the Offeror dated 14 October
2016 in relation to, inter alia, the Offers; (ii) the
announcement of the Offeror dated 4 November
2016 in relation to, among other things, the delay in
despatch of the offer document in respect of the
Offers; (iii) the offer document issued by the Offeror
dated 16 December 2016 in relation to, inter alia,
the Offers; (iv) the announcement of the Offeror
dated 16 December 2016 in relation to the despatch
of the Offer Document; (v) the response document
dated 30 December 2016 in respect of the Offers
issued by the Company; (vi) the announcement of
the Offeror dated 11 January 2017, (vii) the
announcement of the Offeror dated 13 January 2017
in relation to the extended closing date and
extension of the Offer Period; and (viii) the Further
Extension Announcement.
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FINANCIAL REVIEW

Revenue

The Group's revenue dropped from approximately
HK$158.9 million for the nine months ended 31
December 2015 to approximately HK$52.6 million for
the nine months ended 31 December 2016,
representing a decrease of approximately 66.9%. The
revenue of OEM Business decreased by approximately
69.5% to approximately HK$44 million for the nine
months ended 31 December 2016 as compared to the
nine months ended 31 December 2015. On the other
hand, the revenue from Retail Business decreased by
approximately 67.7% to approximately HK$4.8 million
for the nine months ended 31 December 2016 as
compared to the nine months ended 31 December
2015.

The following table sets forth the breakdowns of the
revenue of the Group by segment for each of the nine
months ended 31 December 2016 and 2015.

M ¥ o 83
W ==
AEBMRERHEE—T—RAF+=
A= +—BIEAEAB 415898 EH
TN R A66O%EH = —F — N F
+ A=+ —HINEARH5268E
/%71 ai—é /\\EETL H_JF*
Ethﬂﬂ RERE RS E RS
EHE_ZT—h4+-_A=+—8L1t
ﬂMHﬁmes% HIEEETT -
S—rE BE-Z—XE+=A
=+—HIENAER  ZTEEHHUE
BHE-_ZT—AFt+=-_A=+—H1
NE AR 4967 7% EHA8FEHETT ©

T%%§|J$EIEA%Z¢*7 NER
—E-RFt+-A=t—HBILAEA
%1%Fﬂ?§%ﬁﬁéﬂﬁﬁ’ﬂﬂﬁﬁéﬁffﬁ °

Nine months ended
31 December

BEt=-—A=t+t—HLLAEA

2016

2015

~E —ZT—FHF
HK$'000 %
FHTT At

OEM Business REREER 43,933 83.6 144,015 90.6
Retail Business TEHER 4,808 9.1 14,894 9.4

Money Lending  MUEET
Business 3,820 7.3 - -
52,561 100.0 158,909 100.0
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Cost of Sales and Gross Profit

The majority of the Group’s cost of sales was raw
material costs. The Group’s cost of sales dropped
by 53.7% to approximately HK$57.5 million for the
nine months ended 31 December 2016 as compared
to the nine months ended 31 December 2015. The
gross profit margin decreased from approximately
21.8% for the nine months ended 31 December
2015 to approximately -9.42% for the nine months
ended 31 December 2016. The gross profit dropped
by approximately -114.3% to approximately HK$-5.0
million for the nine months ended 31 December
2016 as compared to the nine months ended 31
December 2015. Such decrease in gross profit was
mainly attributable to, among other things, rising in
labour cost, reduce in selling price and quantity and
the continuing tough retail environment in the
United States of America, which resulted in
significant drop of sales order and increase in
overhead cost.

The Company also make provision for inventories of
approximately HK$7,441,000 for the nine months
ended 31 December 2016, which was mainly due to
certain type of raw materials becoming obsolete
over the years as per the internal aging policy of the
Company.

Expenses

Selling and administrative expenses for the nine
months ended 31 December 2016 was
approximately HK$90.6 million (nine months ended
31 December 2015: approximately HK$40.9 million),
representing an increase of approximately HK$49.7
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 Favourite Number Limited, which was
subsequently withdrawn.

Loss for the period

The loss for the nine months ended 31 December
2016 was approximately HK$123.6 million. The loss
for the nine months ended 31 December 2015 was
approximately HK$4.1 million.
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SHARE SUBDIVISION

On 6 June 2016, the Broad proposed to subdivide
every one (1) issued and unissued ordinary share of
HK$0.01 each in the share capital of the Company
into five (5) subdivided shares of HK$0.002 each,
such that the authorized 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 above share subdivision was approved by
the Company’s shareholders for the share
subdivision at the extraordinary general meeting on
22 June 2016 and became effective on 23 June 2016.
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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 31 December 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 (“SFQO")), (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 (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 were as
follows:

ordinary Shares of the Company (the
“Shares”)

Name of Director/
chief executive

B TETHARRER
Mr. Yang Si Hang? Beneficiary of trust
BEELED EEXmA

Capacity/Nature of Interests

ESREETHRARRELF
BUEE T B A B A Bz {5 - 4R
B RBHEEFHERRRE

RZE—RNF+-A=+—RH &=
RARBERIBABRARRRE
HEEE (ER REF LB GAI(TE
7 R BB RG] ) EXVER) BB ~ 48
R RIEHEETHEE () RIFE R &
HERPIBEXVERET7 R8H A AME
ARB R MR R (B
IRIZFE 5 N HIE (51015 BE RSO & 1
FARRER R K FOAR) - ki)
RIEFE 75 M B 1R PI 58 352 ARC A
RRARIPFEE M ERMOXR
K (N ARIR AR LR BIE 546 15F
BMLEMBETAESETIHRERE
i A AR &) R B X P S 1T B A
BmoRRMT

AATEBER (K]

Percentage

of the
Company’s
issue share
capital as at
31 December
2016
R-ZE—XRF
+=A=+—H
ERDFERT
BRABLD L

Number of
Underlying
Shares”

il
RABHE O

10,000,000 0.04%

BFEEEWE 2016 o KOEBRERERLR 42



Other Information
Hh=E

Notes:
(1) Allinterests stated are long positions.

2 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,
chief executive officer of the Company, who retired
as a Director on 28 October 2016, is one of the
beneficiaries of Yang's Family Trust. He is therefore
deemed to be interested in the 10,000,000 Shares
indirectly held by Yang's Holdings.

Save as disclosed above, as at 31 December 2016,
none of the Directors or 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 SFO), 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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SUBSTANTIAL SHAREHOLDERS' AND
OTHER PERSONS' INTERESTS AND
SHORT POSITIONS IN THE SHARES
AND UNDERLYING SHARES OF THE

COMPANY

As at 31 December 2016, the following persons
(other than the Directors or chief executive of the
Company) had interests or short positions in the
shares and underlying shares of the Company which
would fall to be disclosed to the Company under the

provisions of Divisions 2 and 3

of Part XV of the SFO

or as required to be recorded in the register
required to be kept under 336 of the SFO:

Ordinary Shares of the Company

Name of Shareholder

RRESAB

Lau LanYing
Bl

wong Kwan Mo
=EAR

Strong Light Investments
Limited

Ge Qingfu
EER
Notes:

(1 All interests stated are long

Capacity/Nature of Interests

87/ HRtE

Interest in a controlled
corporation
REEEE R
Interest in a controlled
corporation
REEEE R ER

Beneficial owner
EREBA

Beneficial owner
ERBEBA

positions.
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Save as disclosed above, as at 31 December 2016,
the Company had 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.

CORPORATE GOVERNANCE
PRACTICES

During the nine months ended 31 December 2016,
the Company had complied with the required code
provisions set out in the Corporate Governance
Code (the “Code”) and Corporate Governance
Report as contained in Appendix 15 of the GEM
Listing Rules and there had been no deviation in
relation thereto.

COMPLIANCE WITH THE REQUIRED
STANDARD OF DEALINGS IN
SECURITIES TRANSACTIONS BY
DIRECTORS

The Group has adopted the required standards of
dealings set out in Rules 5.48 to 5.67 of the GEM
Listing Rules as the code of conduct regarding
Directors’ securities transactions in securities of the
Company. Upon the Group's specific enquiry, each
Director confirmed that he/she had fully complied
with the required standard of dealings and there
had been no event of non-compliance during the
nine months ended 31 December 2016 and up to
the date of this report.

PURCHASE, SALE OR REDEMPTION OF
THE COMPANY'S LISTED SECURITIES
Neither the Company nor any of its subsidiaries had
purchased, sold or redeemed any of the Company’s
listed securities during the nine months ended 31
December 2016.
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PLEDGE OF SHARES BY CONTROLLING
SHAREHOLDER

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.
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.

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.

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.
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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 nine months ended
31 December 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 31 December 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.

By Order of the Board

L & A INTERNATIONAL HOLDINGS LIMITED
Ng Ka Ho

Chairman and Executive Director

Hong Kong, 14 February 2017

AS 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.
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