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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
Unit No. D, 5th Floor,

Wing Hong Centre,

No. 18 Wing Hong Street,

Kowloon, Hong Kong

EXECUTIVE DIRECTOR
Mr. Ng Ka Ho (Chairman)

NON-EXECUTIVE DIRECTOR
Mr. Wong Chiu Po (resigned on 26 April 2017)

INDEPENDENT NON-EXECUTIVE
DIRECTORS
Mr. Li Kin Ping (appointed on 20 April 2017)

Mr. Kwong Lun Kei Victor (resigned on 20 April 2017)

Mr. Ma Chi Ming
Mr. Ng Kai Shing (resigned on 26 September 2017)

Ms. Guo Yan Xia (appointed on 26 September 2017)

COMPANY SECRETARY
Mr. Leung Tze Wai CPA
(resigned on 29 September 2017)
Ms. Lai Wai Ha (appointed on 29 September 2017)

COMPLIANCE OFFICER
Mr. Ng Ka Ho
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Corporate Information
AFEH

AUDIT COMMITTEE

Mr. Li Kin Ping (Chairman)
(appointed on 20 April 2017 and re-designated
to be the chairman of the Audit Committee on
26 September 2017)

Mr. Ng Kai Shing (resigned on 26 September 2017)

Mr. Kwong Lun Kei Victor (resigned on 20 April 2017)

Mr. Ma Chi Ming
Ms. Guo Yan Xia (appointed on 26 September 2017)

REMUNERATION COMMITTEE
Mr. Li Kin Ping (Chairman)
(appointed on 20 April 2017)
Mr. Ng Ka Ho
Mr. Ng Kai Shing (resigned on 26 September 2017)

Mr. Kwong Lun Kei Victor
(resigned on 20 April 2017)
Ms. Guo Yan Xia (appointed on 26 September 2017)

NOMINATION COMMITTEE
Mr. Li Kin Ping (Chairman)
(appointed on 20 April 2017)
Mr. Ng Ka Ho
Mr. Ng Kai Shing (resigned on 26 September 2017)

Mr. Kwong Lun Kei Victor
(resigned on 20 April 2017)
Ms. Guo Yan Xia (appointed on 26 September 2017)

AUTHORISED REPRESENTATIVES
Mr. Ng Ka Ho
Mr. Leung Tze Wai
(ceased to act on 29 September 2017)
Ms. Lai Wai Ha (appointed on 29 September 2017)
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Corporate Information
AFEH

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

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

Room 2103B, 21/F, 148 Electric Road

North Point

Hong Kong

PRINCIPAL BANKER
DBS Bank (Hong Kong) Limited

AUDITORS
Elite Partners CPA Limited
Certified Public Accountants

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—-—EF—+FHA=+HIFNEAAH
referred to as the "Group”) for the six months ended 30 KK EBXHAGS S XL ER _-Z
September 2017 together with the unaudited comparative — — X4 B E R ER/AZ LS FNT -
figures for the corresponding period in 2016 as follows:

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

For the six months ended 30 September 2017 HZ2 —Z—tFNA=+HIENEA

Three months ended Six months ended
30 September 30 September
BENA=THL=EA HERA=1HL~EA
2017 2016 2017 2016
ZE-tf —T-Rf ZEBE-tF T F

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

Revenue Wiz 4 6,458 25,937 10,902 47513
Cost of sales HERAR 9 (3,389) (34,160) (6,401) (53,507)
Gross profit (l0ss) £ (18) 3,069 (8223 4,501 (5,994)
Other income HipA 5 72 109 72 134

Fair value change on financial STABENEE
assets through profit or 10s BENDTE
# 3,755 - 3,755

Other gains and losses Ethhs RER 6 (269,339) (7 (268,878) (47)
Seling and distribution expenses  #ERAHEHX (426) (1,384) (1,542) (3.150)
Administrative and other expenses  1TB R E Y (5,327) (53472) (11,819) (65,783)
Gainon disposal of asubsidiary  HE—-FMBAF

il 29,536 - 29,536 -
Share of result of an associate ElE—FHE AT

MEE (6,501) (5,656) (10,803) (7,845)
Finance costs BB A 7 (370) (387) (591) (746)
Loss before taxation BHAIER (245,531) (69,060) (255,769) (83,431)
Income tax (expense) credit FER () e 8 (223) 486 (464) 290
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condensed Consolidated Statement of
Profit or Loss and Other Comprehensive Income
HHRSRERE2ZAKEE
For the six months ended 30 September 2017 B2 =Z—tF N A=+HIE~EA
Three months ended Six months ended
30 September 30 September
BENR=THL=EA HEAA=1RLAEA
2017 2017
“E-tF T F ZE-tf

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

(REER) (REER) (REER) (REEY

)

Loss for the period BAEE 9 (245,754) (68574)  (256,233) (83,141)

Qther comprehensive income Hip2AMA
(expense): (Fx):
[tem that may be reclassified EGRARENTE
subsequently to profit or loss: ZEMEE
Exchange differences on translation # 85N E 4 er
of foreign operations EANERES 377 (177) 836 (1,083

Other comprehensive income HREm2ERA
(expense) for the period (%) 377 (177) 836 (1,043)

Total comprehensive expense AR ER
for the period (245,377) (68,751) (255,397) (84,184)

Loss for the period attributable to: - AR AT FE(SEIR

B
Owners of the Company KREHEBA (245,438) (67,757) ~ (255,579) (82,253)
Non-controlling interests FERER (316) (817) (654) (888)

(245,754) (68,574) ~ (256,233) (83,141)

Total comprehensive expense IATATIELER
for the period attributable to: SEFTAE

Owners of the Company AREHEA (245,047) (67933 (254,718) (83,295)
Non-controlling interests R ER (330) (818) (679) (889)

(245,377) (68,751)  (255,397) (84,184)

Loss per share HRER 11
Basic (HK cents) EA(H() (0.959) (0.290) (0.998) 0378)
Diluted (HK cents) 25 (%) (0.959) (0.290) (0.998) 0.378)
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condensed Consolidated Statement of
Financial Position
HHFSMBERAR

At 30 September 2017 R=ZT—tFNA=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

Available for sale investments

Prepaid lease payments

Financial assets at fair value
through profit or loss

Bank balances and cash

CURRENT LIABILITIES

Trade payables

Others payables and accrued
expenses

Amounts due to directors

Tax payables

Amount due to shareholder

Bank and other borrowings

FRBEE

ER =S
RENE
BNEENE

mE

BVAE

R—RE SRR
HERE

ERER
BREHREE

A

B 5 kAR KR
e E R
AHHERE
FANHETE
BRAFEF ABER
EREE
BITEBERE

RBEE
B HRN A
Hb A AR
RS
ENEEHR
ENTIA
FEAS R 0E
RITREMER

12
13

14

15
14
16

17

18

20

30 September 31 March

2017 2017
—E—tE

LA=tH =H=1—H

HK$'000 HK$'000

TET THL

(unaudited) (audited)

(RBER) (&=%)

721 14,154

- 2,780

- 3,249

7,919 7,919

6,333 7,630

- 283,946

- 296

20,000 -

12 12

34,985 319,986

6,965 9,485

23,919 5,570

56,900 88,586

21,924 -

- 90

13,551 -

16,482 3,703

139,741 107,434

1,967 322

9,660 8,366

133 161

1,650 2,134

3,546 -

7,000 5,806

23,956 16,789
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condensed Consolidated Statement of
Financial Position
HHFSMBERAR

At 30 September 2017 R=F—+tFNA=+H

30 September 31 March
2017
—B-t%
AB=tH =+-A
HK$'000 HK$'000
TR B
(unaudited) (audited)
(RIBER) (f8&7%)
NET CURRENT ASSETS REBEETE 115,785 90,645
TOTAL ASSETS LESS CURRENT SELEHAEAR
LIABILITIES 150,770 410,631
NON-CURRENT LIABILITY kRBaE
Deferred tax liabilities EEHEERE 1,575 1,922
NET ASSETS EERE 149,195 408,709
CAPITAL AND RESERVES EXKfRHE
Share capital [N 21 51,200 51,200
Reserves i 97,324 356,159

Equity attributable to owners of AR RIEE AEEER

the Company 148,524 407,359
Non-controlling interests JEERR S 671 1,350
149,195 408,709
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condensed Consolidated Statement of
Changes in Equity
HHRGSEREDE

For The six months ended 30 September 2017 HE-ZT—+F AL A=+AIEAEA
Share Non-
Share Share  Translation Special options  Other Accumulated controlling Total
capital  premium reserve reserve reserve  reserve losses interests equity
e i | BHRE BRERE i i it OFERER  BREE
; 7 r

KS 00

A1 April 2016 (audited)

40,000 283 331 8431 - 4307 (6193 93,762 - 93762

Bxchange differences arisingon - & B EHEHESL

the translation of foreign MEZZE

operations - - (1,042 - - - - (1,002 (1) (1,083)
Loss for the period BrEE - - - - - - (82259) (82259 (838) (83,141)
Total comprehensiveincome  BRAENE (FR)

(expense) for the period % - - (1,042) - - - (82,253 (83295) 889) (84,184)
Acouistionof anassociate  FBZRGUNE

throughissuance of share —FHEDT

(note 13) (BH13) 2260 470,127 - - - - - 472,387 - 472387
Acquisition of a business WE-R%H - - 3 - - - - 13 4051 4064
Placing of shares EERR 5740 54,241 - - - - - 59,981 - 59,981
Transaction costs attrioutable to #7RBEEZ A

issuance of shares - (600) - - - - - 600) - (600)
Recognition of equiy-setiled ARREE R

share-based payments BERAR - - - - 37,006 - - 37,006 - 37006
Exercise of share option 11feeRmRE 3200 70542 - - (32782) - - 4090 - 40960
At 30 September 2016 it

(unaudited) NA=TR(FEEH) 51,200 618133 2345 243 4204 4327 (88,446) 6014 3162 623,376

AL April 2017 (audited) t5mA-A

(E77) 51200 618133 1,535 28431 4,224 4327 (300,491) 407,359 1350 408,709

Bxchange differences arisingon - B HFHEL

the translation offoreign HERZR

operations - - 861 - - - - 861 (25) 836
Loss for the period BRER = = = = = = (255,579)  (255,579) (654)  (256,233)

Total comprenensive income - AR AR (F%)

(expense) for the period ot} = = 861 > o = (255,579)  (254,718) (679)  (255,397)
Disposal of a subsidiary HE-FHEAR - - (4,117) - - - - (@117 - (@117
At30 September 2017 RZE-+E

(unaudited) NAZTR(KEER) 51,200 618,133 (1,721) 28431 4,204 4327 (556,070) 148,524 671 149,195
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condensed Consolidated Statement of
Changes in Equity
BAFSERETHE

For The six months ended 30 September 2017 HEZ=ZF—+FNA=+HIEEA

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

L & A INTERNATIONAL HOLDINGS LIMITED e INTERIM REPORT 2017



condensed Consolidated Statement of
Cash Flows
HHESHRERER
For the six months ended 30 September 2017 B#EZ =T —+tFNA=1+HBILAEA
Six months ended
30 September
BEAA=1THLAER

NET CASH USED IN OPERATING

ACTIVITIES

INVESTING ACTIVITIES
Proceed from disposal of

a subsidiary

Purchase of financial assets
at fair value through profit

or loss

Proceed from disposal of
financial assets at fair value
through profit or loss

Purchase of property,
plant and equipment

Acquisition of a subsidiary

Interest received

NET CASH FROM (USED IN)
INVESTING ACTIVITIES

FINANCING ACTIVITIES

New bank and other
borrowings raised

Repayment of bank and
other borrowings

Interest paid

Proceeds from issuance of

shares

Proceeds from exercise of

share options

Advance from directors

Repayment to directors

Transaction costs attributable to
issuance of shares

Advance from shareholder

Repayment to shareholder

REEBMA
BE P

BREED
HE—RMER
BIH)FT1S5RIR
BERAFER
ANBHZ SR
BE
HERAFER
ANBHZ SR
BEPTSNIA
BEWE  B&E
B
Y ils — 5
A

BEHHE

REEBHRE
(FFR)B&
B

BMEED
FEIRTT A

fEE

BiEIRTT A
BE
ERNHE
BT IS
A

TR AR
S 5R08
KEEENBRK
AEFER
BT B
R PR

PR SR EA R

Al R EE FOR

2017
—E—+tHF

NOTE HK$’000 HK$'000
M F#ET T
(unaudited) (unaudited)
(REEEXK) (R EZ)
(26,236) (78,567)
40,375 -
(18,921) -
12,942 -
(326) (52)
- (12,372)

1 14
34,071 (12,410)
24,800 36,495
(23,606) (56,834)
(579) (685)

- 59,981

- 40,960

17,000 11,400
(17,028) (10,300)
- (600)

10,000 -
(6,454) -
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condensed Consolidated Statement of

Cash Flows

BRFERSRER

For the six months ended 30 September 2017 E T —+tFNLA=+BIENEA
Six months ended

30 September
BEAA=1THLAER

2017 2016
—E—+tF AN
HK$'000 HK$'000
FHExT FH&TT
(unaudited) (unaudited)
(REFER) (REEFEZ)
NET CASH FROM FINANCING ~ Bt&;EEI TS
ACTIVITIES BEFE 4,133 80,417
NET INCREASE (DECREASE) RERBEEE
IN CASH AND CASH EYE n
EQUIVALENTS (RD) B8 11,968 (10,560)
CASH AND CASH EQUIVALENTS BRI & RES
AT BEGINNING OF THE ZEW
PERIOD 3,703 16,938
EFFECT OF FOREIGN EXCHANGE #MNE FE R & B 1y
RATE CHANGES 41 811 (505)
CASH AND CASH EQUIVALENTS 4R ELZEY
represented by bank balances 2% &R1T
and cash EHEIRE 16,482 5,873
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Notes to the Condensed Consolidated

Financial Statements
MEAR S ME R

For the six months ended 30 September 2017 #Z=Z—+FNA=+HIEEA

1.

GENERAL INFORMATION

The Company was incorporated in the
Cayman Islands as an exempted company
with limited liability. 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. 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 lIslands and
Unit No. D, 5th Floor, Wing Hong Centre, No.
18 Wing Hong Street, 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.

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 HK$ 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”).

1.
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Notes to the Condensed Consolidated

Financial Statements
MRS ME RN E

For the six months ended 30 September 2017 E T —+tFNLA=+BIENEA

3.

13

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 2017 are
the same as those followed in the preparation
of the annual financial statements of the
Group for the year ended 31 March 2017.

Financial asset at fair value through
profit or loss (“FVTPL")
Available-for-sale financial assets
Available-for-sale financial assets are non-
derivatives that are either designated as
available-for sale or are not classified as
financial assets at FVTPL, loans and
receivables or held-to-maturity investments.

Dividends on available-for-sale equity
instruments are recognised in profit or loss
when the Group's right to receive the
dividends is established.

Available-for-sale equity investments that do
not have a quoted market price in an active
market and whose fair value cannot be
reliably measured and derivatives that are
linked to and must be settled by delivery of
such ungquoted equity investments are
measured at cost less any identified
impairment losses at the end of each
reporting period (see the accounting policy in
respect of impairment loss of financial assets
below).

3.

FREBE

BRETERIARATENE
oh - BEAGATRBMBENE
RIBESERAEERE - R T
NEEN  BE_E—+LF
AR =+ A LN EA KRR
AR HMBENRA SR
KL R FRFERASEE
EE—+F=[A=+—HIt
FEEFUBRRMERBE —
B o

BAFEFABSENSHME
E(RAFEFAERE]
AHHESmMEE
AHHESREEDRETER
AHEERREDBRIZAF
Bt AEENEREE  BEX
YRR - SFFERIHIRE -

A EREE TENRENA
5 B ST YOHR P B By 10 1B i

7
o

BAERERTISHRELANFE
B SETE 2 HEER
AEE - AR BZERGRE
WA 4% & 89 B R LARZ %R
BHREBRAREEIW 2ITE
TR AIR&EREHRIZKA
EMR IS F R ERER
B(RTXEHREERER
BREFTBER) -

L & A INTERNATIONAL HOLDINGS LIMITED e INTERIM REPORT 2017



Notes to the Condensed Consolidated

Financial Statements
MEAR S ME R

For the six months ended 30 September 2017 H#Z=—=—%

3.

SIGNIFICANT ACCOUNTING
POLICIES (Continued)

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 HKAS 7 Disclosure Initiative

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

Amendments to HKFRSS  Annual Improvements to

HKFRSs 2014-2016 Cycle

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

Financial Statements
MRS ME RN E

For the six months ended 30 September 2017 #Z—Z—+F L A=+ H LA A

4.

15

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

4.

Bk S HBEH

AREBEHLED B IHRERAK
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KRR 2RO EREET
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EHEMAWE REREDT - @
MZEEERETFEHREMDH
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Notes to the Condensed Consolidated
Financial Statements

EERRE M HRERME

For the six months ended 30 September 2017 BEZ—ZT—+tFNA=1+BILEA

4. REVENUE AND SEGMENT 4. KSROSBEHZ)
INFORMATION (Continued)
Segment revenue and results IR EE
The following is an analysis of the Group'’s AKEEIZAEREEEDHE
revenue and results by reportable and DR REESTHT
operating segments:
Six months ended 30 September 2017 BE-_Z—tFhA=+AHL
(unaudited) ~MEA (REER)

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

REXH  RERE  RERE B4R Hi it
HKS'000  HKS000  HK$'000  HKS'000  HK$'000  HK$'000
Tixn TR TR Tixn TR

Revenue iz
External sales HEE 3,064 3,011 4,821 10,902 - 10,902
Infer-segment sales* A EREEE 488 = = 488 (488) =
Total segmentrevenue @4 HliE 3,552 3011 4,827 11,390 (488) 10,902
Results E
Segment reslts PHzE (1,680 (3869) 3,987 (1,562) (1,562)
Coporateexpenses  (MERR (7,298)
Shareofrestltofan Al FEEAT
associate T (10,803)
Impairment of R-FBELT
investmentin an BRERE
associate (273,143)
Fair value change on RATEARS
financial assetsatfar  E2EERH
value through profi ATERY
orloss 3,755
Gain on disposal of HE-FHBAA
asubsidiary 2 29,536
Finance costs BIRAA (591)
Other income and other ~ EAU ALK
gains and losses EflER
BE 4,337
lossheforetaxation ~ BREISE (255,769)
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Notes to the Condensed Consolidated
Financial Statements

B RS MR R

For the six months ended 30 September 2017 E T —+tFNLA=+BIENEA

4. REVENUE AND SEGMENT 4. BSR7SBEEE)
INFORMATION (Continued)
Segment revenue and results DERUN RS (E)
(Continued)
Six months ended 30 September 2016 BE-ZE—-—XR"EhLB=+HL
(unaudited) ~MEA (REER)

Mongy
Retall lending ~ Segment
Business busingss total  Eliminations

WEH  HAED

SO0 HKS0D0 HKSO00 SO0 SO0 HKSO0O

TR Fhn TEL iR i ThL
Revenue e
External sales HIMEE 12812 374 955 17513 - 7513
Inter-segmentsales*  AHEEE 480 - - 180 (480) -
Total segmentrevenue @4 HliE 43292 3,746 955 47993 (480) 47513
Results E+
Segment results PEEE (16,220) (7.306) 791 (22729) (2729)
Corporate expenses ﬁ%ﬁﬁi (52,199)
Share of resut of an ME—FHELT)
associate gk (7,845)
Impairment of investment R—FK&427]
inan associate MRERE -
Finance costs BBRA (746)
Other income and other ~ EAU ALK
gains and losses EtbsRk
BR 8
Loss before taxation BHAER (83431)
* Inter-segment revenue is charged at * P EEWRIZIRITTISEE
prevailing market rates. AR ©
Segment results represents profit earned from DEELEIES D EBAT R EA &
each segment without allocation of other A Hjlifi A B B At YA A 2
income and other gains and losses, corporate Em W KB - ERZ -
expenses, share of result of an associate and DAE— K& R R B SR M B
finance costs. This is the measure reported to FEJZ Ko b hRANEREBK
the chief operating decision maker of the Group ERBEZWMADEER LT
for the purpose of resource allocation and HREMFTESE -
performance assessment.
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Notes to the Condensed Consolidated
Financial Statements

EERRE M HRERME
For the six months ended 30 September 2017 B#EZ =T —+tFNA=1+HBILAEA
5. OTHER INCOME 5. HfgA

Three months ended Six months ended
30 September 30 September
HEAA=THLE=MEA HERA=TRLAEA
2017 2016 2017 2016
ZZ-tf ZZF ZB-tf ZTF

HK$'000 HKS' OOO HK$'000 HK$ 000
TAL 787 TAR
(unaudited) (unaudited)
(REEH) (REER) (REBR)

Claims receivable from customers  gi& FEUE ] #4)

for cancelled orders EUZRE - %0 - 108
Interest income on note EREENFEMHA
receivable 71 - 71 -
Bank interest income SRITFIBMA 1 13 1 14
Others Hit - 6 - 12
72 109 72 134
6. OTHER GAINS AND LOSSES 6. HtukaREE

Three months ended Six months ended
30 September 30 September
BZhA=THL=fEA HZAA=TALXER
2017 2016 2017
“E-t§ T F CZE-tf

HK$'000 HK$'000 HK$'000
TAL TAT TAR
(unaudited)  (unaudited) (unaudited)
(REE®R) (REER) (REER)

Net loss on disposal of property,  HEWE - BER

plant and equipment ;xﬁﬁﬁléﬂﬁ}%%ﬁ (13) - 448 -

Impairment loss an investment RHENFN
in an associate &émm (273,143) - (273143) -
Investment income REWA 3,817 - 3,817 -
Others ity - (47) = (47)
(269,339) (47) (268,878) (47)
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Notes to the Condensed Consolidated
Financial Statements

EERR S M GHRRME
For the six months ended 30 September 2017 E T —+tFNLA=+BIENEA
7. FINANCE COSTS 7. MERE

Three months ended Six months ended
30 September 30 September
HEAA=THLE=MEA HERA=TALAEA
2017 2016 2017 2016
ZZ-tf ZZF ZB-tf ZTF

HK$000  HKSO00  HKS000  HKSO00
TAL AL TAT TAL
(unaudited)  (unaudited) (unaudited)  (unaudited)

(REBEH) %) (REER) ( )

Interest on: TFIEERFE :
Bank borrowings BIEE = 32 - 685
Other borrowings EihfEE 246 - 467 -
Amounts due to directors ERESHE 112 61 12 61
Amount dueto a shareholder e —&BRF A 12 - 12 -
370 387 591 746
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Notes to the Condensed Consolidated
Financial Statements
MEAR S ME R

For the six months ended 30 September 2017 B#EZ =T —+tFNA=1+HBILAEA
8. INCOME TAX EXPENSE (CREDIT) 8. FiSMRAXZ(IER)

Three months ended Six months ended
30 September 30 September
HEAA=THLE=MEA HERA=TRLAEA
2017 2016 2017 2016
ZZ-tf ZZF ZB-tf ZTF

HKS'000  HKSOD  HKS'000 HKS000
TAL AL TAR TAL
(unaudited)  (unaudited) (unaudited)  (unaudited)

(REER) (REEH) 2

Hong Kong Profits Tax (Note (1)~ &85 # (& ()

— current period — REE 385 (195) 788 -
PRC Enterprise Income Tax (‘EIT")  REIREFTEH
(Note (i) — current period ([EFEHR])

(FsE () — AR HRR - - . -

385 (195) 788 -
Deferred tax EERE (162) (291) (324) (290)
223 (486) 464 (290)
Notes: P3E
()  Hong Kong M EB R
Hong Kong Profits Tax is calculated at 16.5% BERME BRI R b ERB
of the estimated assessable profit. EMEN16.5%5TH -
(i) PRC O
PRC EIT is calculated based on the statutory PEE RGBS EAER
rate of 25% of the assessable profit for those B R X7 10 BB 28 ) R R A
subsidiaries established in the PRC, as i 7 25% 895 € LR &5
determined in accordance with the relevant 3 BABE = Ty iR I e AR A AT
income tax rules and regulations in the PRC. BRI R FHIEERE
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Notes to the Condensed Consolidated
Financial Statements
MRS ME RN

For the six months ended 30 September 2017 E T —+tFNLA=+BIENEA
9. LOSS FOR THE PERIOD/COSTOF 9. HIAEE SHERF

SALES
Loss for the period B EE
Three months ended Six months ended
30 September 30 September
HEAR=THL=fEA BEAA=THL R
2017 2017
ZE-tF “E-tf
HK$'000 HK$'000
Thr ThL AT
(unaudited) (unaudited)  (unaudited) (Unaudited)
(REBEH) (REEH)
Loss for the period BREERIB G
has been arrived at after PTG EEY
charging (crediting):
Directors' remuneration; ESHM:
—Fees —#% 305 1,286 646 1,902
— Other emoluments, salariesand  — 4 - T4
other bengfits REMEH - - - -
—Retirement benefit scheme  — RIKERIFEIEH
contributions 4 9 9 18
309 1,295 655 1920
Other staff salaries and allowances  E#ETTAR 28 2,063 8143 2,893 14,063
Retirement beneft scheme RIVERIETEIER
contrioutions, excludingthose of ~ (EZ%4H)
directors 53 207 71 128
Share-based payments kG BERA - 3214 - 3214
Total employee benefits expenses BB BRIE 85 2,425 12859 3,625 19425
Cost of inventories recognised asan B EZ AR H)
expense FEHA 219 33,30 2,393 51,33
Depreciation of an investment —ERENENE
property 13 19 32 3
Depreciation of property, plantand 1% - BE RiEHE
equipment 202 5% 627 1159
Amortisation of intanglle assets  EREEEE
included inadminstrativeand ~ GEAfTER
otfier expenses) HE) 648 1152 1,297 1152
Amortisation of prepaid lease BRREZEEY
payments 8 21 32 48
Allowance for inventories REREE - 7441 - 7441
Net exchange oss EXFETE 54 375 378 503
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Notes to the Condensed Consolidated
Financial Statements
MEAR S ME R

For the six months ended 30 September 2017 B#EZ =T —+tFNA=1+HBILAEA
9. LOSS FOR THE PERIOD/COSTOF 9. HIAER SMEf* o)
SALES (Continued)

Costs of sales SHER A
Cost of sales included cost of inventories and HEKABEEFEKAREE
other direct operating cost of retail business E¥BEHNEMEESERA I
such as rental of retail shops. TEmEES -

10. DIVIDEND 10. B2
The Board does not recommend the payment FEEeTEZFHEE T —+
of a dividend for the six months ended 30 FNA=+HIENEB RN
September 2017 (2016 Nil). B(ZE—XRF #|)-

11. LOSS PER SHARE 11. BREIE
The calculation of the basic loss per share KAREBANEBETRENES
attributable to owners of the Company is BRI TEIEAE

based on the following data:

Three months ended Six months ended
30 September 30 September
BERA=THL=EA BENA=TALAEA
2017 2016 2017
Bt EF  ZE-tf
HK$'000 HK$'000
TEn TAL THEn
(unaudited) (Unaudited)  (unaudited)
(RBER) 5% (REER)
Loss 37
Loss for the purposes of S EGREARTMA

basic earnings per share (oss BER(AATRAA
for the period attributsble tothe  EEERER)
owners of the Company) (245,438) (67,757) (255,579) (82,253)

Number of shares RA#E
Weighted average number of ordinary 5t SREREEH

shares inissue for the purposes of B2 BT EER

basic loss per share METHE 25,600,000,000 23,399,289,764 25,600,000,000 21,776,862,835
Effect of dilutive potential ordinary  EEERREBEINER

shares in respect of share options & & L@ke T2

(Note) (Fsp) - - - -

Weighted average number of ordinary 3t E&iRE B BB
shares for the purposes of dilutive ~ #2 %47 E @R
oss per share MEFIE 25,600,000,000 23,399,289,764 25,600,000,000 21,776,862,885
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Notes to the Condensed Consolidated
Financial Statements
MRS ME RN E

For the six months ended 30 September 2017 &ZE —=Z

1.

12.

13.

23

LOSS PER SHARE (Continued)

Note: The computation of diluted loss per share for
the three months and six months ended 30
September 2017 does not assume the
exercise of the Company’s share options
since their exercise would result in an
increase in loss per share.

INTANGIBLE ASSETS
The intangible assets represent trademark and
employment service contract.

INTEREST IN AN ASSOCIATE

On 28 April 2016, the Group entered into a
stock purchase agreement with New Star
International Development Limited, Shanghai
Oriental Pearl Culture Development Co., Ltd.,
Incsight Limited, Zhu Jun, Lai Kwok Ho, Li Jia,
Chi Weina and Ji Wei (collectively the
“Vendors”) and The9 Limited (the “Guarantor”)
pursuant to which the Group conditionally
agreed to purchase from the Vendors 47.63%
of equity interests in Red 5 Studios, Inc. (“Red
5"), a limited liability company incorporated in
Delaware, the United States of America, for
an aggregate consideration of US$76,500,000
(equivalent to approximately HK$596,700,000)
which shall be satisfied by the Company
allotting and issuing 226,022,723 shares to the
Vendors (the “Acquisition”). The Acquisition
was completed on 20 June 2016 and
226,022,723 consideration shares of the
Company were allotted and issued to the
Vendors in proportion to numbers of shares
of Red 5 sold by each of the Vendors.

As at the date of this report, 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.

In late July 2017, the Company was informed
by Red 5 that the online game “Firefall” has
been suspended, but it is planning to develop
a mobile version for “Firefall” to replace the
online game version. As at the date of this
report, despite the Company’s repeated
requests for more information in relation to
the development of mobile version for
"Firefall”, no concrete plan has been provided
to the Company.

1.

12.

13.
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Notes to the Condensed Consolidated

Financial Statements
MEAR S ME R

For the six months ended 30 September 2017 H#Z=—=—%

13. INTEREST IN AN ASSOCIATE
(Continued)
On 28 August 2014, Red 5 Singapore Pte. Ltd.,
an wholly-owned subsidiary of Red 5, and
System Link Corporation Limited entered into
a license and distribution agreement
(the”Agreement”) with minimum guarantee
on licensing and royalties (the “Minimum
Guarantee”). The licensing and royalties of the
online game "Firefall” depends on the usage
and consumption level by the players. Given
the fact that the launch of the said game has
been suspended, no licensing and royalties
has been received and generated and the
Minimum guarantee could not be met.

The basis of determining the impairment loss
is based on the difference between the cost
of investment in 47.63% shareholding in Red 5
and fair value of the 47.63% shareholding in
Red 5 owned by the Group as at 30
September 2017. Impairment loss of
approximately HK$156,391,000 million and
HK$273,143,000 were provided for the year
ended 31 March 2017 and for the six months
ended 30 September 2017 respectively.

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:

—tFAA=TRIEAEA

13. R—EXBELAFTHER 2)

RZZE—MWFENR=ZFNR -
Red 5/ 2 & [ff J& X FIRed 5
Singapore Pte. Ltd. B2 Bt Z B[R
Qﬂﬂﬁﬁ%&ﬁﬁ%%@ﬁ
Wil RERESRERBZ
BIERRE( HERE]) - B
BB [ AOFFirefall ] By HES &
IRRBUAR IR BE R HE
K o HAE EE3T Ll s
B W%IEWU&FEW%

S RARF - U3 B B (R
g3 -

BB 18 2K Th AR #& A Red 5FT 4
47.63% f% HEEN I A AR AN B AR £
ER-—Z—+FEAB=+ER
Red 5% 4 47.63% P& #E &9 A F
EMENEZRHERET HE-Z
—+EZA=ZF+—HIEFEER
ﬁﬁ:i tinﬂ_+5¢
NAE A o B SR 1S R B B 1B 4
156,391,0007% 7t & 273,143,000
BT e

14. BIER
7N (3 [E TE A 2K pE U E SRS
fmiljz‘_ﬂl&/\&/\lﬂ H J/H\HE
1NN

31 March
2017

30 September
2017
—E—+t5F
hB=+H
HK$'000
THET
(unaudited)
(REEX)

(audited)
(Fe|i%)

B E M R R E R

Within one year —FN 56,900 88,586

In more than one year but ~ —4F A HBTFEB
not more than two years kS 20,000 -
76,900 88,586
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Notes to the Condensed Consolidated
Financial Statements

EERR S M GHRRME
For the six months ended 30 September 2017 E T —+tFNLA=+BIENEA
14. LOAN RECEIVABLES (Continued) 14. BERERE)
The ranges of effective interest rates on the AREBFRKERNEEN KR
Group’s loan receivables are as follows: BT -
30 September 31 March
2017 2017
“E—tF
hB=+H A=+—H
HK$'000 HK$'000
THET FHIT
(unaudited) (audited)
(REEERZ) (BE|Z)
Effective interest rate: Y B
12% to 18% p.a. 12%to 18% p.a.
FR=R FRIx
Fixed-rate loan receivables [E] ) = e B R 12EZ18E 12EZ18E
The collaterals of loan receivables included ERERNIEFEREBEEEL
shares of a private company in Hong Kong ARB R —RERT ETWAF
and a company listed on the Stock Exchange. HIIRD ©

15. TRADE AND OTHER RECEIVABLES 15. ¥ 5 R EfhEIrSIa

30 September 31 March
2017 2017
—ZT—tF —ET—LtF
hB=+H =B ==
HK$'000 HK$'000
FHExT F&TT
(unaudited) (audited)
(REEZR) (Fe8|iz)

Trade receivables, net of B SR TE (k%
allowance for doubtful debts  REERE) 1,746 2,167

Prepayments, deposits and BN FUE - 2 R

other receivables H o fE U IR 1,022 2,855
Interest receivables JEUFI &, 4,472 -
Consideration receivable FEYHE 4,679 548
Note receivable R = I 12,000 -

23,919 5,570
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Notes to the Condensed Consolidated
Financial Statements
MEAR S ME R

For the six months ended 30 September 2017 B#EZ =T —+tFNA=1+HBILAEA
15. TRADE AND OTHER RECEIVABLES 15. B SR HEMEWKRIA &)

(Continued)

The Group allows credit period ranging from
30 days to 60 days to customers from OEM
Business. For Retail Business, its revenue
comprises of cash, credit card sales and
concessionaire sales through concession
counters in department stores. The credit
period granted to banks and department
stores ranges from 30 days to 60 days.

The following is an ageing analysis of trade
receivables, net of allowance for doubtful
debts presented based on the invoice date or
the monthly statement received from
department stores at the end of the reporting
period.

AEERTFRELBREERR
FHEEHNTIHEH -
REEEBME  HRABE
Be ERFRHEEREEER
EEBEETHNTEHE - BT
RITEEBEBENEEHN T
30HEGH -

UTRRREHRREZAH
HWEIREBERENAEE
M E 5 AR (FNFRRIE
FRBER) HRREE D AT ©

30 September 31 March

2017 2017

—E—+tF —ET—+tF

hB=+H =A=+—H

HK$'000 HK$°000

FET FA&TT

(unaudited) (audited)

(RIBER) (FeE=%)

0-30 days 0&30H 1,746 610
31-60 days 31E260H - 1
61-90 days 61%E 90 H - 1
Over 90 days 90BN E = 1,555
1,746 2,167
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Notes to the Condensed Consolidated
Financial Statements

HRRSMBEREE

For the six months ended 30 September 2017 BE—ZT—+tFNA=1+HBILNEA

16. AVAILABLE FOR SALE 16. FIHHERSE
INVESTMENTS

30 September 31 March
2017 2017
—E—tF —ET—+F
hB=+H =R=+—H

HK$'000 HK$'000
FET FHIT
(unaudited) (audited)
(REEZ) (feE=%)

Unlisted equity investments, 3E R ARNIRE -

at cost AR 21,924 -
The unlisted equity investments represents FELEMHRAZERZIENR LT
investments in unlisted private entity. They FLABRBHKRE - RWEHR
are measured at cost less identified BRARE SRR EEET 2
impairment losses at the end of the reporting HREEBATENGESEL
period because the range of reasonable fair RE  ARAESERABHQT
value estimates is so significant that the BEERSRTE -

directors of the Company are of the opinion
that their fair values cannot be measured

reliably.

17. FINANCIAL ASSETS AT FAIR 17. BOoFEABREHNER
VALUE THROUGH PROFIT OR a5E
LOSS

30 September 31 March
2017 2017
—E—+tF —ET—+tF
hB=+H =A=1+—H

HK$°000 HK$'000
FHET FAT
(unaudited) (audited)
(REEEZR) (Fe®|iz)

Listed equity investments, FTRARE

at market value RHE 13,551 -
The above equity investments as at 30 ??ig*‘EEEHE*E&;
September 2017 and 31 March 2017 were %*EgiﬁfJV: E'ﬂ’r£5’1“
classified as held for trading. BRAKEWSARFERERR
BRAIEE -
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Notes to the Condensed Consolidated
Financial Statements

EERRE M HRERME
For the six months ended 30 September 2017 B#EZ =T —+tFNA=1+HBILAEA
18. TRADE PAYABLES 18. EHEMARE
The ageing analysis of the trade creditors REREHREZEZEHE
presented based on the invoice date at the B E S RENER é%ﬁﬂﬁﬁﬂ
end of each reporting period is as follows: T
30 September 31 March
2017 2017
—E—+F —E—+F
hB=+B =A=+—H
HK$'000 HK$°000
FERT FHTT
(unaudited) (audited)
(REEX) (&%)
0to 60 days 0&60H 1,967 94
6110 90 days 61290 H - 35
Over 90 days 90BN E - 193
1,967 322

19. AMOUNTS DUE TO DIRECTORS 19. BEAERRE

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 - AT FHE8E
interest at the fixed rate of 8% per annum, FHE - EBERRARERERE

unsecured and repayable on demand.

20. BANK AND OTHER BORROWINGS 20. f#f{fTREMES

During the current interim period, the Group RAREER  REEREFLO
obtained new bank and other borrowings 24,800,000 L (=& — K F -
amounting to approximately HK$24,800,000 #936,495,000% 7T ) K FT ISR 1T
(2016: approximately HK$36,495,000) and MEMEE IEELD
repaid approximately HK$23,606,000 (2016: 23,606,000/ 70 ( —Z & — /N F ¢
approximately HK$56,834,000). 4756,834,000787L) MEE -

As at 30 September 2017, the Group RZE—+EFNLA=+H XK
borrowed HK$7,000,000 with interest of 6% &= & g A 7,000,000 7T - 1HE
per annum and repayable within one year. FMEOEFE  BR—FARE

iR ©
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Notes to the Condensed Consolidated
Financial Statements

B S M B ERERME
For the six months ended 30 September 2017 E T —+tFNLA=+BIENEA
21. SHARE CAPITAL 21. BB®&E
Number of
shares Amount
gt Ex
HK$'000
TR
Authorised: BE
— At 1 April 2017 and —RIE—tENA-AR
30 September 2017, “T-tEAACR
ordinary shares of HREE0002
HK$0.002 each BLRLER 50,000,000,000 100,000

Issued and fully paid: BT

— At 1 April 2017 and —RIT-tFNA-BR
30 September 2017, “E—+ENA=TH
ordinary shares of BREERET
HK$0.002 each LBk 25,600,000,000 51,200
22. RELATED PARTY DISCLOSURES 22. AEFHSE
(@) Related party balances (a) BEEFHEER
Details of the outstanding balances with HIRAE 7 M MR (BB A A
related parties are set out in the FIBER B RRERE B AR
condensed consolidated statement of MFRAKRMIFET9

financial position and in note 19.
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Notes to the Condensed Consolidated
Financial Statements
MEAR S ME R

For the six months ended 30 September 2017 B#EZ =T —+tFNA=1+HBILAEA
22. RELATED PARTY DISCLOSURES 22. FEFEE &)

(Continued)

(b) Related party transactions (b) BEAEARS
Saved as disclosed in the condensed bR ERAR & BT IS IR PR
consolidated financial statements, the BEEI  AREBEHEEET
Group entered into the following FETHIRS :

transactions with related parties:

Nature of expenses Three months ended Six months ended
paid/ payable by 30 September 30 September
Related party the Group BZAA=tHL=MA BENA=THLAEA
REEER/
BER EARAXME 2017 2016 2017

“E-tF ZE —E-tf
HK$'000 HK$'000 HK$'000
TER T THx
(unaudited) (Unaudited)  (unaudited)
(REER) TE) (REEH)

Mr. Yang Wan Ho Rental i€

BXREE - 62 - 123
Parkerson Trading Limited ~ Rental 84 - 53 - 105
Kitwise Limited Rental & - 122 - 204
Mr.NgKa HORFZ o Interest | & - 3 - 3
Mr.MaChiMing 5B %A4E  Interest & 12 2 12 2
Strong Light Investment Limited Interest 78

ERREBRAR 12 - 12 -
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Notes to the Condensed Consolidated
Financial Statements
MRS ME RN E

For the six months ended 30 September 2017 E T —+tFNLA=+BIENEA
22. RELATED PARTY DISCLOSURES 22. FEFEE &)

(Continued)
(c) Compensation of directors and (c) EERTEEEAEF
key management personnel [}

Three months ended Six months ended
30 September 30 September
BEAA=THL=MEA BZENA=THLAEA
2017 2016 2017
ZE-tf ZTE ZE-tf

HK$'000 HK$'000 HK$'000
TR T TiEx
(unaudited)  (unaudited)  (unaudited)

(REER) %) (REER)

Salaries and other allowances T4 & & ftr 28 305 1,286 646 1902
Retirement benefit scheme  RARiER 52

and contributions Rt 4 9 9 18

309 1,295 655 1,920

The remuneration of directors and key EERISEEASEH
management personnel are determined TR EFARBET o
having regard to the performance of the
individuals.
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Notes to the Condensed Consolidated
Financial Statements

EERRE M HRERME
For the six months ended 30 September 2017 BEZ—ZT—+tFNA=1+BILEA
23. DISPOSAL OF A SUBSIDIARY 23. HE—MHMEBAR

On 8 August 2017, Winsky Management
Limited (the “Vendor”), an indirect wholly-
owned subsidiary of the Company entered
into a Disposal Agreement (the “Disposal”)
with Mr. Li Qiang, Mr. Li Ping, Ms. Li Lijuan and
Mr. Shi Xiuping (collectively as the
"Purchasers”), pursuant to which the vVendor
had conditionally agreed to sell and the
Purchasers had conditionally agreed to
purchase, the entire equity interest and the
sale loan in Huizhou Huijia Knitting Company
Limited ("Huijia Knitting"), a wholly owned
subsidiary of the Vendor, at a consideration of
RMB41,000,000 (equivalent to approximately
HK$47,963,000). The Disposal was completed
on 16 August 2017 and the net assets of Huijia
Knitting at the date of disposal were as
follows:

RZZE—EFNANH " AR
A8 B 5 2 & M98 A 7l winsky
Management Limited ([ & 77 1)
HZFogiE FFEE - FTE
Bt REEFEE(GRBANE
FhaliuteEna(HeESs
BB BAERERE
PEMEABRHREEAE
FTHEEWNBARENTES
BisBRA T(F%%%ﬁ%iﬂ)ﬂ’ﬂ
EEHBEREEET  RER
/\Eﬁ%41,000,00075($§%f5%’9
47,963,000/87C) c HEEEE
REZT—tFN\A+EZEK -
EEBENHERBNEETF
(ELUNNE

HK'000
FTHET

Consideration received: 2RRE :

Cash consideration receivable (Note) FEUIR & (1B (FitEr) 47,963
Analysis of assets and liabilities & XZiZE4IENEER

over which control was lost: EEDHW:

Property, plant and equipment ME - BE MR 13,289
Prepaid lease payments AR HEERE 3,463
Investment property wEME 2,883
Net assets disposed of FTHEEEFE 19,635
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Notes to the Condensed Consolidated
Financial Statements

EERR S M GHRRME

For the six months ended 30 September 2017 E T —+tFNLA=+BIENEA

23. DISPOSAL OF A SUBSIDIARY 23. HE—FMBLE (&)
(Continued)

33

HK’'000
FTHERT

Gain on disposal of a subsidiary: H&— Rk B QAU
Consideration K& 47,963
Net assets disposed of Frt&EEEFE (19,635)
Cumulative exchange differences RREWB AR 22 R

in respect of the net assets of the HEREFTSEZBEN

subsidiary reclassified from equity B A FIEE FEH Rt

to profit of loss or loss of control MEHZEZE
of the subsidiary 4,117
32,445
Less: transaction costs B R (2,909)
Gain on disposal of a subsidiary & —FE B A B s 29,536
Net cash inflow arising HEMELBRSREFE
on disposal:
Cash consideration for disposal HEMNRESRE 47,963
Bank balances and cash disposed of Ff i & R1T4568 IR S -
Transaction costs R (2,909)
45,054
Note: The consideration receivable of approximately FisE - FE U B 4Y 4,679,000 7T 1%
HK$4,679,000 would be settled in cash by the R EHZE BB =EA
purchaser within three months from the date NEEFUNRSES  EE
of Disposal Agreement, subject to any damage SNEBERFRBEHFEREEZ
and loss incurred by the Purchasers as a 1o 2% AT 1% R B A6 A 1 22 A
result of the breach of default of any term and B EmIBERIEX
conditions of the Disposal Agreement by the
Vendor.
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Notes to the Condensed Consolidated

Financial Statements
MEAR S ME R

For the six months ended 30 September 2017 #Z=Z—+FNA=+HIEEA

24. SHARE OPTION SCHEME

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;

(b)  any non-executive Directors (including
independent non-executive directors)
of the Company, any of the subsidiaries
or any Invested Entity;

(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;

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

(fy  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.

24,

RRRR MRt R
RARBER T —NFNA
ZHRABBRIRERRAE
gt (TZat8l)) E285
A B RESER2EE
ZAr BN —F_mME+A+
B JEi# - RIRZAT & AAF]
BT RHBRET

@  ARTE - EEAKHE A
DRSNS R e F oY)
ERER(HREERDD
TREEXKIEFRE
(TREzBsRE 81
EARNTES)  BEREHK
FEEIPNE

(b) ARAE - AERIE AR
AR E BB FEH
TER(BREBIIFNT
5%):

©  ARATEAMKEA R
HEAREERNEAE
an 2 AR A S e

(d) ANEBFEAHREBERA
ERER

@) REAEEHEMREER
AT - FBEREMEK
MXEOEMALHE
g R

EAERRIEEFANER
AR E B R ER
BEREAEEEMKE R
Ak (A% & B PTHTT
AR FHEMIHAA
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Notes to the Condensed Consolidated

Financial Statements
MRS ME RN E

For the six months ended 30 September 2017 E T —+tFNLA=+BIENEA
24. SHARE OPTION SCHEME (Continued)

35

At 30 September 2017, 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% (2016:
0.8%) 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.

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).

24. REBxAERTE (2

RZZ—tFAA=1TH 1
BZABERE R ARITED
BRERMZPENEODEAE R
200,000,000 % + 18 & A 2N 2 7]
RZADETRNA0.8% (ZF
—INEF 1 0.8%) o REA DRI
REFLHAENBERT » RIEZ
At 3T RE R HO B A AR S K 1Y
Pt B 1S AR B A A B AE A
By 1= B 37T L) 79 10% © R A&
ARBBRELAENERT
RER—FAREAALRE
Ko AT RE IR O 8 M P08 I Y
EETRGHTHORMOBE T
BRBARR B EMEERE %17
Pt E91% e

R OBAREALERH AR
BEAXNENBERENVET
R B - BB R B
ERH BRI BERITE - 17
EEMARREREE  ED
BERMATHESE (5B
P B2 45 R B v B B (U878
REER) A REZEBB
B 3B 2R A 3R 1 W (B
R (i) & 58 AR 13 1 i B B R
(BEREZER)BZME AR
EXRMREHE -
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Notes to the Condensed Consolidated
Financial Statements
MRAER S M 15 RO E

For the six months ended 30 September 2017 BE—Z—+tF N A=+ HILEA
24. SHARE OPTION SCHEME (continued)  24. BERX{Est&) (&)

The following table discloses movements of THREEEERBEEMFAR
the Company’s share options held by ARG AR A AN BREA R A )

employees and consultants during the current
interim period:

Qutstanding at
Outstandingat ~ Granted during - Cancelled during Bxercised 30 September
1 April 2017 period theperiod  during period
—tf
MA—-A
WATE  ER PhoiEE  BREME
Consultants B 200,000,000 - (200,000,000 - -
Employees B8 - - - - -
200,000,000 - (200,000,000 - -
Exercisable at the end RERA PR
of the period -
Weighted average METEE N/A NIA NIA
exercise price 0.025 MR 0.025 TR Byl
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Notes to the Condensed Consolidated

Financial Statements
MRS ME RN E

For the six months ended 30 September 2017 HZ= =%
25. LEGAL PROCEEDING

—tFAR=TRINER

25.

37

During the current interim period, there were
15 legal proceedings against the Company:

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 liyou; (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 Holdings Capital Limited
("yang's Holdings”) 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.

AR TRER AL
WA IR - A 15 R A
DRRPARI

RERHERE (ERZ])

PN
%i%%i:ﬂi& CIR=: I el
A i AN | jl H &
—E-XRNFETAZ+N\HHR
5 MA B B ) Sun liyou
i) Chen Haiyan - (iii) Liu Jing ~
(iv) Ling Chuanshun ~ (v)Zhang
Bing & (vi) Xiao Laiwen {E &R &
(W ERREDAZEER
FEBR(ER DB ARRE R
Yang's Holdings Capital Limited
('yang's HoldingsJ)i’E?%i&%:’iE
i HEAZ NE LA
_+t H E’Ji?pﬁivm(i“ AC R
{\ 7RJ ([ﬁuﬂ/ﬁfﬁ*ﬁ&ﬁj))

—

%%EJ?%?J&%EE%&EF%%&
BHHEA-Z-—RFLA-TAN

H E’]{vm((%ﬁua{vmj) °

BEEZRFERE  BLRSE
#I(Eﬁiﬂ B1E) () AEBES A
N A ZA B i 2 T AvYang's
Hoidingsiﬁuﬁ%ﬁuaﬁiﬁ’im\
1,545,000,000% A& A A1 ([ B
BERE 15 1) CyEEEMERR
EREZELE A BB,
E’J B A A ¢ (i) B3 2
2R EC(H R B 1 )yang's
HO|d|ngSEz{<uEED4nEEZ’K
RAIBERREZAARELRE
RIERNTEREBRMODMEH 2
HER(BF) BETRRERAR

AR AGHERRE) AR
REARLE/ IFAEBRRE

EH&%??AJ:HE‘EE’J?’%/ME °
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Notes to the Condensed Consolidated

Financial Statements
MEAR S ME R

For the six months ended 30 September 2017 H#Z=—=—%
25. LEGAL PROCEEDING (Continued)

—tFAR=TRINEAR

25.

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; (i) 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; (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.

ERERER ()
KRR HERL(ZL])
(%)

ﬂiﬁ%%‘:na{%m ' AEEJ?iEE‘
(Ede$F) ()% <585l Yang's
Holdings A A~ Tfi’rﬁﬂx%j(‘\
FRERREERMIEERR
B (NESARRENESH
Hx@ﬁ’]?ﬁ’%ﬁ%#paﬁﬁiiﬁ
21 RilmZAR e BmEEs
STIBRITEMBRERE (B1F
BETRARFBEFRE) HE
MEEEROERFERZR(&
KEEHIS]) o

EREEER T NENA
T A#EITRE - JARBES (K
B15) () Yang's Holdings 787 A
REMEAMRERE LRELER
HRTITE AR D8 RRE
(F%zﬁAJ)&?ﬁﬁ{éa&;ﬁiﬁaﬁ

REDEERSKOHE Mo
go
RZE—R"FENA=Z+=8"

BHERNAEROEAEROR
DYMERBERAR(TREY
E¥RBDBEY—MHER(RE
MERBER]) - ERFA(H
FEIE)ONABZERRR
(WMARBREEERFE=H
i RMERER RS BAER
Yang's Holdings 1~ 1§ i A8 2 &)
ERRRARE LT HRERD
HYFRRIE
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Financial Statements
MRS ME RN E

For the six months ended 30 September 2017 HZ= =%
25. LEGAL PROCEEDING (Continued)

—tFAR=TRINER

25.

39

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

The Court gave a written decision on 26
October 2016 and ruled upon the Company's
undertaking not to register the transfer of the
Relevant Shares in it until further order of the
Court, inter alia, that (i) the application by the
Plaintiffs of the Registration for the
Registration Order Sought and the Injunction
Sought in the Summons of the Registration be
dismissed; (ii) 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 issue of the quarterly
report.

BRERER ()
KRR HEL(ZRL])
(%)

FERR—_E—XRNE+AZ+
El{”EﬁiE#W% HEER
AEABISELEERND
;ﬁ—i}ﬁiféﬁi/ﬂmf’ﬁﬁ—ﬁﬁ
k&
ADEJ$¢E§.:E{%KE{JT%&#
KELSRE KBNS RS
(i B R R < LA ffvang's
Holdings TS i 48 A BME I A 3R
KRG HITEBBBRMGHRRE -
EHE—FSES (NRED
EIRIBEANABLARER
EMABZE=#E  RIVAR
ATBEREBRN  EEZE
PriEste—2ban< o

“lllﬁfwﬁl\) >F

ARBEEHEEAEBBRNDE
R AR S o Bt BHE
ENERFRR/IETEARRA

& o
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Notes to the Condensed Consolidated

Financial Statements
MEAR S ME R

For the six months ended 30 September 2017 #Z=Z—+FNA=+HIEEA

25. LEGAL PROCEEDING (Continued)

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 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.

25.

31 NE))
AAFERE(ERED

ZIRMART AP E-T—X
FNAZHNAH REEH
(B EE) ARAEZBRR®
ZE-RNFNAZHNBEE()
BEE - Li Quan X Liu Longcheng
(tERRE - Gl EARERE D)
AZERAARE ~ ARFE
BER(EF)RGHFELE
(TEEE] EREE)EHN
FRFBEEERA  R)asl2
B -

AARNERBERR T —~F
NAZ+BKE|—SEREAF -
ERBE(HPeE) ERER
ER_E—XNFNAZ-+XH
BEHNRFER((BRERF
BZ2) BREREHFEHR_Z
— N EHCMP 2222 7 3 B [ 7R
NAEBE GRE - AQF
BffA-_ZT—X<"ENA=-+=
B A (BB R ) Frat
NBBEREARARRREL
ARIEARE ) REERE(E
BHEELEERER])  UARBRE
EERFIRESERA
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Notes to the Condensed Consolidated
Financial Statements
MRS ME RN E

For the six months ended 30 September 2017 HZ= =%

25.

41

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.

—tFAR=TRINER
25.

ERRR (2

AN T EIRARE ([EREE])
(%)

RERERFEZRRN - BARE
RESR(EREE)()2HE
& 4 245 BT i 4% 1 2,000,000,000
MDERE(TIEHERE]) BE
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(ii) 2 A R (T {) 45 7 BB R i E 1T
{55 1 iR B 1) A% 1 B A A e T
BOREB N S nT e ¢ (iR
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BITLHMEXTE EE - 2
HEMALITE)  (DVHERIE

& ok LA B Ath 5 BB Al 25 B
LA ITERIE B R 2 B E
1716 QERIET R A EA
7R B S B AT IR TR
RO ETE RS R
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MIRESRKDFAEFH B =X
BLARNBARBEANG A
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Notes to the Condensed Consolidated

Financial Statements
MEAR S ME R

For the six months ended 30 September 2017 #Z=Z—+FNA=+HIEEA

25. 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)
recognising or giving effect or to otherwise
taking any step to implement the purported
exercise of any of Purported Options; (ii)
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; (iii) 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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25.

43

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.

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) recognising
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; (i) recognising or
giving effect or otherwise taking into account
the 1,600,000,000 shares in the Company
("the Impugned Shares”) issued to and
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25. LEGAL PROCEEDING (Continued)

Share Options of the Company (the
“Share Options") (Continued)

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
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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25. LEGAL PROCEEDING (Continued)

45

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
recognising, 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.

The Legal Proceedings of the Share Options
was fixed to be tried on 12 July 2017 at 10 a.m.
with 8 days reserved (i.e. 12 to 21 July 2017).
The Company will make further
announcement(s) to keep its shareholder and
investors informed of any result as and when
appropriate.

25.

ERRR (2

AN T EIRARE ([EREE])
(%)
FRAEHEEER T —RF
+—A—HEZ_HBHBRTEH-
RARBI R EEEAFENEZR
FIRFER  FERUHEM AR
BREUEA 2 BR LA 1T HE TR BB AR
#E CF R AT 5 TH BB AR h (A
NATBREDEARAEZRM
I 7 J& ¥ 17 i% 17 #9 200,000,000
DB RS RITHEEEER
HE AR ] AR 2 ) B A oK R
AN & B 53 200,000,000
DB HE) + Mo (i) 12 52 PR I TR
Y 3 2 {5 R B AT 7] 25 B DA 2R
ARBNEETRA (BRIERE
EARBIEEAGLTRESET
EXEBRAOXRREBUER)
% ERR _ZE—XNE+—A
“HES(EfeE) R RiER
TR RAFAIZT o

WERAARE  KRABEER
BEEHEHEMBARSS - AR
Al IE B B8 A 212 Fr A
RER -

BREIEEFRIN_-Z
—+tF+tA+ZAEFTEIE -
BHRSA(BAIZZT —tF £ A
TTHEZ T —R)ETER-
AR B B AR HE — A
AR H IR R IR E & MEBE
fAAER ©

L & A INTERNATIONAL HOLDINGS LIMITED e INTERIM REPORT 2017



Notes to the Condensed Consolidated

Financial Statements
MEAR S ME R

For the six months ended 30 September 2017 BEZ—ZT—+tFNA=1+BILEA

25. LEGAL PROCEEDING (Continued)

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”).

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.

25.

ERERRR ()

Kim Sungho BB 2 EREF
ZIRMANBHBAE-ZZT—
F+—AZ+N\BHAMH - R
ZE-ARFt+t—A=Z+XH"
NN B B Kim Sungho % 4
(TKimEE D EA—BEERER
(TKimEEEHBAZRERF ] BWER
EAELERE AR REEE
AEEZHNEMSHM ([KimE
EEHOEHSAAK])

BKMEE B D EMN SR ARE
BB KmEiEERE (EFe
BBHESRARNF EHILE
FRHEENTESXBPEIK
B 1) EXVERESMEB TR E
EE5 SRITHRAEBREER
BHRBEFESENARRQARD ME
TEERESRITRTT ©

Lim Hang Young & 8% 2
BF
ZRMARBHPE=ZT—X
F+—AZ+NABHRMH - R
—E-RF+—AZ+RA"
7N B #% % B Lim Hang Young
S (TUmEEDER—IBAR
R (TUmEEFEERER])
MEREAZERETEERAR
RIERESHEHENER<M
(TUmSEEamnER<AR])

BELUmAEEDENSHAZ L
B UmAERE (EhaE)
(WEHAEERARADEILE
% N HR B 5] 5 XV 3B 55 351 15
BTIRITRERFERSHRT
T (i) PSR R RIATIE B 5 M B
E1GBISE 329 (&IB T 1 AT E
BEARERG REEBZNE
>

R HERERA 2017 o S4TTERRRIRIRAR AT 46



Notes to the Condensed Consolidated
Financial Statements
MRS ME RN E

For the six months ended 30 September 2017 E T —+tFNLA=+BIENEA
25. LEGAL PROCEEDING (Continued)

47

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 Ordinance.

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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25.

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 (ii) an order to pay
compensation to the Company for damages.
The Company is enjoined in the 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 (ii) an order that Yang’'s
Holdings launches obligatory mandatory
general offer.
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49

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.
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25. LEGAL PROCEEDING (Continued)

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 (the “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”).

Pursuant to claims generally indorsed on the
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.
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51

Lim Hang Young's Second Legal
Proceeding

Reference is made to the Company’s
announcement dated on 12 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 (i) 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.
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25.

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 (i) 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; (i) 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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25.

53

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 Forth 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 (ii) an order against
Gram Capital that Gram Capital to immediately
resign as independent financial adviser to the
Company.
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25. LEGAL PROCEEDING (Continued)

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
and filed on 3 January 2017 by Mr. Kim as the
plaintiff against (i) Strong Light Investments
Limited, a substantial shareholder of the
Company (“Strong Light"), (ii) FP Sino-Rich
Securities & Futures Limited (“FP"), (iii) Yu
Ming Investment Management Limited (“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;
(iii) an Order against all defendants for costs
and reliefs for damages.

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
writ 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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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 First Legal Proceeding,
Mr. Kim's Second Legal Proceeding, Mr. Kim's
Third Legal Proceedings, 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 on 6 January 2017 received a
petition (the “Petition”) dated 3 January 2017
filed by Chi Dong Eun (the “Petitioner”) against
(i) the Company, (ithe Directors and (iii) Mr.
Yang, the then director of the Company as the
respondents (collectively, the “Respondents”).
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25.

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 Court on 23 May 2017 ordered that the
Petition be dismissed with costs.
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Lim Hang Young's Winding Up
Petition

Reference is made to the Company’s
announcement dated on 13 June 2017 and 16
June 2017. The Company has on 9 June 2017
received a petition (the “Petition”) dated on 6
June 2017 filed by Mr. Lim Hang Young (the
"Petitioner”) against (i) the Company and (ii)
Yang's Holdings Capital Limited (the “2nd
Respondent”) as respondents (collectively, the
"Respondents”).

The Petitioner alleged, inter alia, that (i) the
2nd Respondent had lend out its business to
the Company and was warehousing the
shares for the real owner of the shell; (i) the
2nd Respondent has engaged in many share
pledge borrowing activities; and (iii) the
acquisitions of Red 5 Studios, Inc. was a
deceit; and (iv) the affairs of the Company
have been mismanaged, which in the
circumstances render it just and equitable
and desirable in the interest of the Company’s
shareholders and/or general investing public
to wind up the Company.

25.
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25. LEGAL PROCEEDING (Continued)

Lim Hang Young's Winding Up
Petition (Continued)

The Petition was taken out in the Court of
First Instance, High Court, Hong Kong Special
Administrative Region against the
Respondents. The call over of the Petition has
been fixed to be heard on 6th September
2017 at 9:30 a.m. According to Section 182 of
the Companies Ordinance (Cap. 622, Laws of
Hong Kong), the effect of the Petition, unless
and until it is dismissed or a validation order is
sought, is that any disposition of the property
of the Company, including things in action,
and any transfer of shares, or alteration in the
status of the members of the Company, made
after the commencement of the winding up,
shall unless the court otherwise orders, be
void.

The position of the Company towards the
Petition is that the facts stated in the Petition
are not true and that the Petition will be
strenuously opposed, including making an
application to dismiss/strike out the Petition.

25.
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Lim Hang Young's Winding Up
Petition (Continued)

The Company applied for a validation order
and also make an application to dismiss/
strikeout in due course. At the Hearing held
on 13 July 2017, a Validation Order was
granted by the Court in the terms as follows:
(i) unless otherwise ordered by the court, any
payment or other disposition of property
made on or after 6 June 2017 in the ordinary
course of the business of the Company shall
not be void; (ii) the payments made into or out
of the two bank accounts of the Company in
respect of expenses occurred in the ordinary
course of business shall be sanctioned; (iii)
the payment of reasonable legal expenses
incurred by the Company in various legal
proceedings shall not be void; (iv) any transfer
of the Company’s shares on or after 6 June
2017 shall not be void.

25.

o343 NE))

Lim Hang Young #Y7& &
BE(E)
AABERBRAL + WHE
ERELKE HE2FSE
HEHEF R _Z—+tFt A
T=RH#ETZRM L ERE
EERRAUS - BRAGHKAT ()
BRIEERBITES - BATE
BCER ZZE—+tFNANAK
ZHERARNTAEEKBRS
VB Z AF AT 45 BBk HL fh EE #E R
B (NVHERRABEBLRARE
FREAERTEARRRME
RITEFIAZSRFELZ
R (I EBUEARR R E
BERETFFEEEEREESE
ARz WA ERER T
—tFRNAANBREREY
ERIARRBIRDEE o

Mo

L & A INTERNATIONAL HOLDINGS LIMITED e INTERIM REPORT 2017



Notes to the Condensed Consolidated

Financial Statements
MEAR S ME R

For the six months ended 30 September 2017 #Z=Z—+FNA=+HIEEA

26. EVENT AFTER THE REPORTING

PERIOD

Share Consolidation, Change in
Board Lot Size and Increase in
Authorised Share Capital

On 6 September 2017, the Board proposed to
(i) consolidate every twenty (20) issued and
unissued share of HK$0.002 each will be
consolidated in to one (1) consolidated share
of HK$0.04 each; (i) to change the board lot
size for trading on the Stock Exchange from
8,000 shares to 24,000 consolidated shares
conditional upon the share consolidation
becoming effective and (iii) increase the
authorised share capital of the Company from
HK$100,000,000 divided into 2,500,000,000
consolidated shares to HK$500,000,000
divided into 12,500,000,000 consolidated
shares by the creation of additional
10,000,000,000 consolidated shares, which
shall rank pari passu in all aspects with the
consolidated shares in issue. The above share
consolidation and increase in authorised
share capital were approved by the
Company'’s shareholders at the extraordinary
general meeting on 6 October 2017 and
became effective on 9 October 2017.
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Management Discussion and Analysis

EERERRS

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”), (i) 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”)
and (iii) Money Lending Business segment, which
provides financing to customers for interest income.

OEM Business

Further to our disclosures earlier in the year, the
garment sector of the consumer market in the United
States has been suffering, which lead to a significant
decrease in the order and the revenue to the Group.
We had stepped up the efforts in controlling our
expenses and looking for ways to improve the
business, we discovered that the major reason for the
loss of order from the existing clients is that the cost of
cashmere products manufactured by Huijia Knitting,
being the holding company of a factory in Huizhou, the
PRC, which carries out the entire production process
of the Group’s cashmere products, is much higher
than its competing manufacturers and the cost of
maintaining Huijia Knitting is very high in PRC, which
includes labour and employment related costs,
compliance with the environmental laws, maintenance
of equipment and other fixed costs, etc. Thus, the
Group was unable to lower the price of the cashmere
products to maintain its competitiveness. Based on
the above findings, we intended to change its
operation model by placing orders with other OEM
manufacturer, while maintaining the procurement and
quality control teams, instead of maintaining Huijia
Knitting. It would substantially reduce the costs of
operation and improve the profit margins of the OEM
business. Therefore, Huijia Knitting was disposed
during the period, for details please refer to note 23.
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Retail Business

The decline in revenue is mainly attributable to the
prolongation of the sluggish economy, low level of
consumer sentiment and the rather unpleasant
shopping atmosphere in Hong Kong. In addition, the
economic slowdown in PRC eroded consumer
confidence which worsened by the depreciation of
Renminbi; the shifting of pattern to online shopping
further negatively impacted the retail business.

Under such an unfavourable ambience, the Group has
adopted a prudent approach in restructuring its sales
network aiming at minimising the operating costs amid
catering for the consumers’ preference of shopping
online.

Money Lending Business

Since the Group obtained the money lender licence
and commenced money lending business from June
2016, the Group’s money lending business is
expanding quickly and there is high demand for loan.
The Group targets customers who look for substantial
loan amounts with collaterals. During the period, the
Money Lending Business recorded a rapid growth and
it had generated interest income of approximately
HK$4,827,000, representing an increase of
approximately 405.4% as compared to the six months
ended 30 September 2016.

During the period under review, the Group had no
material changes in its business nature and principal
activities.

PROSPECTS

For the OEM Business, the management is committed
to strengthen the customer base. The Group will
continue to find new orders and customers. The
estimated revenue of OEM Business for the period
from 1 October 2017 to 31 December 2017 is expected
to improve as compared to the same period of last
year. Also, with the implementation of the new
operation model, management expects there will be a
better control of costing and enhance the profit
margin.
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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 in long run.

For Money Lending Business, the Group will continue
to expand it in a prudent and balanced risk
management approach and it is expected that the
loan demand in Hong Kong will remain robust. Also,
the Money Lending Business is expected to have a
significant contribution to overall growth of the Group
as it expands.

Looking forwards, the Group will continue to strive for
the diversifications of the Group’s existing business
and broaden its income stream, in order to align the
business strategies with its corporate mission and
goals with the aim to deliver long term benefits to the
shareholders.

FINANCIAL REVIEW

Revenue

The Group's revenue dropped from approximately
HK$47.5 million for the six months ended 30 September
2016 to approximately HK$10.9 million for the six
months ended 30 September 2017, representing a
decrease of approximately 77.1%. The revenue of OEM
Business decreased by approximately 92.8% to
approximately HK$3.1 million for the six months ended
30 September 2017 as compared to the six months
ended 30 September 2016. On the other hand, the
revenue from Retail Business decreased by
approximately 19.6% to approximately HK$3.0 million
for the six months ended 30 September 2017 as
compared to the six months ended 30 September 2016.

TEEBITH  ARrEEEHEY
ERHBEENEBOTR  LREET
HEEY - AARERETHERE
EERNESES  YEAFERH
BETEXBERNE - BEFED
RAEIRE  EARRERERENS
HEEXBNARBLEREE

EREEBIE  AEESEENE
AR P& R E A T AR E
%o R EBOERERIDAR
o I MEXRBERKEETE
REEENBBIERTRENERM °

RERK  AEBKEEHNSAE
BRE X E 2Tt b A KRR AR
TR TR % o 2 Ap BT SR AS —
B ERABRREREENGZBR

Bt ¥ O Ea

Y=
AEFNWREREE —T— X FNA
=tHIEANEBK475EEB T T
BITABEBE_E—+FNA=T
BIEAEALNI09BESBT - HEZ
ZT—+FRLA=ZTHIERNER  Fi%
HREEENRSIEHRE TR F
NA=Z+THIERNEARLD#928% =
H3NEBBTL Z—HE HEZ
TZ—+FRLA=ZFTHIENEA  TE
¥ EREE T ENA
=+HIEAREARDH19.6% Z=43.0
BEBTT -

63 L & A INTERNATIONAL HOLDINGS LIMITED e INTERIM REPORT 2017



Management Discussion and Analysis
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The following table sets forth the breakdowns of the
revenue of the Group by segment for each of the six
months ended 30 September 2016 and 30 September
2017.
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Six months ended
30 September
BENAA=1THLAHEAR

2017 2016
—E—+tHF ZE—RF
HK$'000 HK$'000 %
FEx T =X d
OEM Business [REZBRIEETS 3,064 28.1 42,812 90.1
Retail Business TEEK 3,011 27.6 3,746 7.9
Money Lending  FUE ¥

Business 4,827 44.3 955 2.0
10,902 100.0 47,513 100.0

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 88.0% to approximately HK$6.4 million for the six
months ended 30 September 2017 as compared to
the six months ended 30 September 2016. The gross
profit margin increased from approximately -12.6%
for the six months ended 30 September 2016 to
approximately 41.3% for the six months ended 30
September 2017. The gross profit increased by
approximately 175.1% to approximately HK$4.5
million for the six months ended 30 September 2017
as compared to the six months ended 30 September
2016.
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Expenses

Selling and administrative expenses for the six
months ended 30 September 2017 was
approximately HK$13.4 million (six months ended 30
September 2016: approximately HK$68.9 million),
representing a decrease of approximately HK$55.5
million. The decrease was mainly due to there was
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, in the same period of last
year.

Loss for the period

The loss for the six months ended 30 September
2017 was approximately HK$256.2 million. The loss
for the six months ended 30 September 2016 was
approximately HK$83.1 million.

SHARE CONSOLIDATION, CHANGE IN
BOARD LOT SIZE AND INCREASE IN
AUTHORISED SHARE CAPITAL

On 6 September 2017, the Board proposed to (i),
consolidate every twenty (20) issued and unissued
share of HK$0.002 each into one (1) consolidated
share of HK$0.04 each; (i), to change the board lot
size for trading on the Stock Exchange from 8,000
shares to 24,000 consolidated shares conditional
upon the share consolidation becoming effective
and (iii), increase the authorised share capital of the
Company from HK$100,000,000 divided into
2,500,000,000 consolidated shares to
HK$500,000,000 divided into 12,500,000,000
consolidated shares by the creation of additional
10,000,000,000 consolidated shares, which shall
rank pari passu in all aspects with the consolidated
shares in issue. The above share consolidation and
increase in authorised share capital were approved
by the Company’s shareholders at the extraordinary
general meeting on 6 October 2017 and became
effective on 9 October 2017.
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LIQUIDITY, FINANCIAL RESOURCES
AND CAPITAL STRUCTURE

As at 30 September 2017, the share capital and
equity attributable to owners of the Company
amounted to approximately HK$51,200,000 and
HK$97,324,000 respectively (31 March 2017:
HK$51,200,000 and HK$356,159,000 respectively).

As at 30 September 2017, the Group had
approximately HK$16.5 million in bank balances and
cash (31 March 2017: HK$3.7 million).

As at 30 September 2017, the Group's total
borrowings were HK$7.0 million (31 March 2017:
HK$5.8 million). The current ratio was 5.83 at 30
September 2017 (31 March 2017: 6.40) and the
gearing ratio was approximately 4.7% at 30
September 2017 (31 March 2017: approximately
1.4%).

Note: Current ratio is calculated as the current assets
divided by current liabilities.

Gearing ratio is calculated as the total debts
(borrowings) divided by total equity.

Capital Commitments

The Group did not have any significant capital
commitments as at 30 September 2017 (31 March
2017: nil).
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Legal Proceedings
During the current interim period, there were 15
legal proceedings against the Company:

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
Holdings Capital Limited (“Yang's Holdings") 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
Holdings 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 upon the Company’s undertaking
not to register the transfer of the Relevant Shares in
it until further order of the Court, inter alia, that (i)
the application by the Plaintiffs of the Registration
for the Registration Order Sought and the Injunction
Sought in the Summons of the Registration be
dismissed; (ii) 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 issue of the quarterly 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, () 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 (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, 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 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; (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 capita
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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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)
recognising or giving effect or to otherwise taking
any step to implement the purported exercise of
any of Purported Options; (i) 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; (iii) 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.

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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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)
recognising 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; (i) recognising 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 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 Genera
Meeting of the Company to be held for the purpose
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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.

The Inter Parte Summons was heard on 1 and 2
November 2016. Upon the Company and the
Directors’ undertaking to (i) restrain from
recognising, 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.

The Legal Proceedings of the Share Options was
fixed to be tried on 12 July 2017 at 10 a.m. with 8
days reserved (i.e. 12 to 21 July 2017). The Company
will make further announcement(s) to keep its
shareholder and investors informed of any result as
and when appropriate.
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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”).

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 ("SFQ”")
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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Management Discussion and Analysis

EEREMRRE S

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
Ordinance.

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”).

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; (ii) 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 (ii) an
order to pay compensation to the Company for
damages. The Company is enjoined in the Kim's
Second Legal Proceeding to execute any orders by
the Court.
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Management Discussion and Analysis

EEREMRRS I

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 (ii) an order that Yang's
Holdings launches obligatory mandatory general
offer.

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.
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Management Discussion and Analysis

EEREMRRE S

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 (the “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”).

Pursuant to claims generally indorsed on the 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
(i) 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 12 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 (i) 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.
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Management Discussion and Analysis

EEREMRRS I

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 (i) 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.

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”); (i) Mr.
Wong Chiu Po, a non-executive director of the
Ccompany; (iii) 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
Forth Legal Proceeding”).
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EEREMRRE S

Pursuant to the claims generally indorsed on the
Kim'’s Fourth Writ, Mr. Kim sought inter alia, for () 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.

Kim Sungho’s Fifth Legal Proceeding
Reference is made to the Company’s
announcement dated on é January 2017, the
Company has on 6 January 2017 received a writ of
summons (the “Kim’s Fifth Writ") dated and filed on
3 January 2017 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"); (iii) Yu
Ming Investment Management Limited (“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; (iii) an
Order against all defendants for costs and reliefs for
damages.
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Management Discussion and Analysis

EEREMRRS I

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 writ 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”).

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 (i) 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 First Legal Proceeding, Mr. Kim's Second
Legal Proceeding, Mr. Kim's Third Legal
Proceedings, 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.
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Chi Dong Eun’s Winding Up Petition
Reference is made to the Company’s
announcement dated on 6 January 2017. The
Company has on 6 January 2017 received a petition
(the “Petition”) dated 3 January 2017 filed by Chi
Dong Eun (the “Petitioner”) against (i) the Company,
(inthe Directors and (iiiy Mr. Yang, the then director
of the Company as the respondents (collectively,
the "Respondents”).

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; (i) 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 Court on 23 May 2017 ordered that the Petition
be dismissed with costs.
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Lim Hang Young's Winding Up Petition
Reference is made to the Company’s
announcement dated on 13 June 2017 and 16 June
2017. The Company has on 9 June 2017 received a
petition (the “Petition”) dated on 6 June 2017 filed by
Mr. Lim Hang Young (the “Petitioner”) against (i) the
Company and (i) Yang’'s Holdings Capital Limited
(the “2nd Respondent”) as respondents (collectively,
the "Respondents”).

The Petitioner alleged, inter alia, that (i) the 2nd
Respondent had lend out its business to the
Company and was warehousing the shares for the
real owner of the shell; (ii) the 2nd Respondent has
engaged in many share pledge borrowing activities;
and (iii) the acquisitions of Red 5 Studios, Inc. was a
deceit; and (iv) the affairs of the Company have
been mismanaged, which in the circumstances
render it just and equitable and desirable in the
interest of the Company’s shareholders and/or
general investing public to wind up the Company.

The Petition was taken out in the Court of First
Instance, High Court, Hong Kong Special
Administrative Region against the Respondents. The
call over of the Petition has been fixed to be heard
on é6th September 2017 at 9:30 a.m. According to
Section 182 of the Companies Ordinance (Cap. 622,
Laws of Hong Kong), the effect of the Petition,
unless and until it is dismissed or a validation order
is sought, is that any disposition of the property of
the Company, including things in action, and any
transfer of shares, or alteration in the status of the
members of the Company, made after the
commencement of the winding up, shall unless the
court otherwise orders, be void.

The position of the Company towards the Petition is
that the facts stated in the Petition are not true and
that the Petition will be strenuously opposed,
including making an application to dismiss/strike out
the Petition.
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The Company applied for a validation order and also
make an application to dismiss/strikeout in due
course. At the Hearing held on 13 July 2017, a
Validation Order was granted by the Court in the
terms as follows: (i) unless otherwise ordered by the
court, any payment or other disposition of property
made on or after 6 June 2017 in the ordinary course
of the business of the Company shall not be void; (ii)
the payments made into or out of the two bank
accounts of the Company in respect of expenses
occurred in the ordinary course of business shall be
sanctioned; (iii) the payment of reasonable legal
expenses incurred by the Company in various legal
proceedings shall not be void; (iv) any transfer of the
Company'’s shares on or after 6 June 2017 shall not
be void.

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

On 8 August 2017, Winsky Management Limited (the
“Vendor"), an indirect wholly-owned subsidiary of the
Company entered into a Disposal Agreement (the
"Disposal”) with Mr. Li Qiang, Mr. Li Ping, Ms. Lijuan
and Mr. Shi Xiuping (collectively as the “Purchasers”),
pursuant to which the Vendor had conditionally
agreed to sell and the Purchasers had conditionally
agreed to purchase, the entire equity interest and the
sale loan in Huizhou Huijia Knitting Company Limited
("Huijia Knitting"), a wholly owned subsidiary of the
Vendor, at a consideration of RMB41,000,000
(equivalent to approximately HK$47,843,000). The
Disposal was completed on 16 August 2017 and
Huijia Knitting ceased to be a subsidiary of the
Company on that date.

Save for above, there were no significant
investments held as at 30 September 2017, nor
other material acquisitions and disposals of
subsidiaries and associated companies during the
six months ended 30 September 2017. There is no
future plan for material investments or capital
assets as at 30 September 2017.
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Contingent Liabilities
As at 30 September 2017, the Group had no material
contingent liabilities (2016: 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.

Interim Dividend

The Board does not recommend the payment of an
interim dividend for the six months ended 30
September 2017 (six months ended 30 September
2016: nil).

Employees and Remuneration Policies

As at 30 September 2017, the Group had
approximately of 30 employees. The Group's staff
cost for the six months ended 30 September 2017
amounted to approximately HK$73.6 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 ({2 A R HFIBI 2R &
%)), and housing provident fund prescribed by the
Regulations on Management of Housing Provident
Fund ((EFERTEESEIREHI).
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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 2017, 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 SFO), or (ii) 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 30 September 2017, 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

FERREREAMALIRELFR
gﬁ&*ﬂﬂﬂﬂﬁﬁﬁhﬂgﬁﬁ&&

RZEBE—+tFNAZ=ZF+H U FAL
(BEERARBEBITRABRIND
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#&Eﬂﬁﬂﬂﬁ‘l%XV*ﬁ%Z&S“‘ i
NARRARTHENERZIOAE - K
HEREZSKEK 15“%336{'%2,\
ﬁﬁ%ﬂﬂﬂﬁﬁﬁﬂﬂfﬁ"%*& @Z/)\F ﬁu
=

RABREBER

Percentage

of the

Company's

issue share

Number of capital as at
Underlying 30 September

Name of Shareholder Capacity/Nature of Interests Shares®" 2017

BREE 2B 55/ RntE

Lau Lan Ying Interest in a controlled

£l _ corporation
REEE ) E R

Wong Kwan Mo Interest in a controlled

BER _ corporation
REEEE KR

Strong Light Investments Limited Beneficial owner

E/u Xéﬁﬁﬁ Eﬁ%ﬁﬁ)\

Goldex Management Limited ~ Beneficial owner

ERERARR ERBEAA

Ge Qingfu Beneficial owner

BEER BRERA

Notes:

Q) All interests stated are long positions.

ABRG  (AARCR

HRO REBD
6,446,296,000 25.18%
6,446,296,000 25.18%
3,452,416,000 13.49%
2,993,880,000 11.69%
2,565,324,000 10.02%
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Save as disclosed above, as at 30 September 2017,
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.

SHARE OPTION SCHEME
Details of the share option scheme are set out in
Note 24 to the Interim Financial Statements.

CORPORATE GOVERNANCE PRACTICES
The Group’s corporate governance practices are
based on the principles and the code provisions in
the Corporate Governance Code (the “Code”) as set
out in Appendix 15 to the GEM Listing Rules.

During the six months ended 30 September 2017
and up to the date of this report, save for the
deviation from code provision A.2.1 of the Code
which explained below, the Company has applied
the principles and complied with all the applicable
code provisions of the Code contained in Appendix
15 to the GEM Listing Rules.
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CHAIRMAN AND CHIEF EXECUTIVE
OFFICER

Under the code provision A.2.1 of the Code, the
roles of the Chairman and the chief executive officer
should be separate and should not be performed by
the same individual. Mr. Ng Ka Ho had appointed as
the Chairman on 22 April 2016 who provides
leadership to the Board. Mr. Yang Si Hang was the
chief executive officer of the Company and he
resigned on 3 March 2017. The Company has not
appointed CEO since then, and the roles and
functions of the CEO have been performed by the
Chairman. The Board believes that vesting the roles
of both Chairman and CEO in the same individual
can provide the Company with strong and
consistent leadership and allows for effective
planning and implementation of business decisions
and strategies.

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 to 5.67 of the GEM
Listing Rules as the code of conduct regarding
Directors’ securities transactions in securities of the
Ccompany.

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 2017 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 2017.
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DIRECTORS' INTEREST IN COMPETING
BUSINESS

The Directors confirm that none of the 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.

The Audit Committee consists of 3 independent
non-executive Directors, namely Mr. Li Kin Ping, Mr.
Ma Chi Ming and Ms. Guo Yan Xia. Mr. Li Kin Ping 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 2017 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.

CHANGE OF DIRECTORS AND

COMPANY SECRETARY

1. Mr. Li Kin Ping was appointed as an
independent non-executive Director,
chairman of the Remuneration Committee
and the Nomination Committee, and a
member of the Audit Committee of the
Company with effect from 20 April 2017. He
has been re-designated to the chairman of
the Audit Committee of the Company with
effect from 26 September 2017.
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Mr. Kwong Lun Kei Victor was resigned as an
independent non-executive Director,
chairman of the Remuneration Committee
and the Nomination Committee, and a
member of the Audit Committee of the
Company with effect from 20 April 2017.

Ms. Guo Yan Xia was appointed as an
independent non-executive Director, a
member of each of the Audit Committee,
Remuneration Committee and Nomination
committee of the Company with effect from
26 September 2017.

Mr. Ng Kai Shing was resigned as an
independent non-executive Director,
chairman of the Audit Committee, and a
member of each of the Remuneration
Committee and the Nomination Committee of
the Company with effect from 26 September
2017.

Mr. Leung Tze Wai was resigned as the Chief
Financial Officer, Company Secretary and
Authorised Representative of the Company
with effect from 29 September 2017.

Ms. Lai Wai Ha has been appointed as the
Company Secretary of the Company with
effect from 29 September 2017.

Ms. Lai Wai Ha has been appointed as the
Authorised Representative of the Company
with effect from 29 September 2017.

Management Discussion and Analysis
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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
2017 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 2017

AS at the date of this report, the executive Director
is Mr. Ng Ka Ho, the independent non-executive
Directors are Mr. Ma Chi Ming, Mr. Li Kin Ping and
Ms. Guo Yan Xia.
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