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UNAUDITED INTERIM RESULTS

The Board of Directors (the “Directors”) of
Zhong Hua International Holdings Limited
(the “Company”) would like to announce
the unaudited consolidated results of the
Company and its subsidiaries (collectively
the “Group”) for the six months ended 30
June 2010 (the “Interim Results”), together
with the comparative figures for the
corresponding period in 2009, as follows:

CONDENSED CONSOLIDATED
INCOME STATEMENT

INTERIM REPORT 2010 =% —Z Fh iR &
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For the six months ended 30 June

BEARZTRLEAMEA

2010 2009
“E-%f “ZTNE
(Unaudited) (Unaudited)
(REER) (REER)
Notes HK$' 000 HK$' 000
F3 TER TAL
Revenue Yo zz 2 16,570 16,425
Other income BEIMIA 427 246
Administrative expenses TBEX (4,504) (7,585)
Finance costs BB ER 3 (5,286) (17,250)
PROFIT/(LOSS) BEFORE TAX Banas,/ (B18) 4 7,207 8,164)
Income tax expense FIBHAL 5 (2,742) (2,983)
PROFIT/(LOSS) FOR THE PERIOD HERRN/(B8) 4,465 (11,147)
ATTRIBUTABLE TO: BER
Ordinary equity holders of the Company AARLEBEREZFEA 739 (14,438)
Non-controlling interests FERER 3,726 3,291
4,465 (11,147)
EARNINGS/(LOSS) PER SHARE FAREERERBEA
ATTRIBUTABLE TO ORDINARY EEERER/ (HR)
EQUITY HOLDERS OF THE COMPANY 7
- Basic —EK HK0.49 centsi&fl | HK(9.61) cents/B Al
- Diluted —#g NATER NATEE
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CONDENSED CONSOLIDATED

STATEMENT OF COMPREHENSIVE

INCOME

ARG 2BRER

For the six months ended 30 June

BERA=TRLAMEA

2010 2009
—B-%8f ZEINE
(Unaudited) (Unaudited)
(REEH) (REER)
HK$' 000 HKS' 000
TiEn T
Profit/(loss) for the period %R/ (58 4,465 (11,147)
Other comprehensive income BH2ENE
Exchange differences on translation of BEBNEBET LN
foreign operations EXZE 17,935 17,087
TOTAL COMPREHENSIVE INCOME EOES £ Dt
FOR THE PERIOD 22,400 5,940
Total comprehensive incomef(loss) attributable to: 2B &/ (B BB :
Ordinary equity holders of the Company ARAERRESZHEA 6,272 (8,988)
Non-controlling interests FERER 16,128 14,928
22,400 5,940
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CONDENSED CONSOLIDATED EHSEAMERRE
STATEMENT OF FINANCIAL
POSITION
30 June 31 December
2010 2009
—E-Ef ZTENE
~A=TH +=-A=+—"H
(Unaudited) (Audited)
(REER) (BEZ)
Notes HK$’ 000 HK$’ 000
Wit TER FET
NON-CURRENT ASSETS FREBEE
Property, plant and equipment 1%+ FiE ki 7,756 8,212
Investment properties BEME 3,047,770 3,022,022
Total non-current assets FRBEERE 3,055,526 3,030,234
CURRENT ASSETS RBEE
Properties held for sales HENE 37,724 37,393
Trade receivables B SRR 8 58,474 42,499
Prepayments, deposits and BENRE  RE R
other receivables H it YRR 63,347 59,107
Pledged deposits BHEAER - 18,080
Cash and cash equivalents RekReSEER 17,305 23,316
Total current assets MYEERE 176,850 180,395
CURRENT LIABILITIES RBERE
Trade payables BHREMNFE 9 (26,552) (26,319)
Tax payable JERTHIE (33,950) (30,956)
Other payables and it A FIRE R
accruals EitEE (83,543) (77,438)
Interest-bearing bank and FERTERK
other borrowings Hin T (6,724) (22,748)
Total current liabilities REAELE (150,769) (157,461)
NET CURRENT ASSETS TBEERE 26,081 22,934
TOTAL ASSETS LESS REERRDAR
CURRENT LIABILITIES 3,081,607 3,053,168
I
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CONDENSED CONSOLIDATED
STATEMENT OF FINANCIAL

POSITION (Cont’d)

E RS B BMRRE (F)

30 June 31 December
2010 2009
—E-Ef ZTENE
~A=+tEB +ZA=+-H
(Unaudited) (Audited)
(REER) (&%)
HK$’ 000 HK$’ 000
TER FTER
NON-CURRENT LIABILITIES FREBEE
Loan from a director EZEA (72,937) (72,297)
Due to a director ENEZHE (79,668) (74,604)
Long term other payables Hit =R BN A (177,976) (180,000)
Interest-bearing bank and FEBRTERK
other borrowings HifEm (63,001) (65,909)
Deferred tax liabilities ERFEEE (623,890) (618,623)
Total non-current liabilities ERBEELE (1,017,472) (1,011,433)
Net assets HEE 2,064,135 2,041,735
EQUITY §
Equity attributable to equity KRAREREA
holders of the Company FElE R
Issued capital BEITRA 15,140 15,140
Reserves Gl 632,574 626,302
647,714 641,442
Non-controlling interests kR 1,416,421 1,400,293
Total equity BRER 2,064,135 2,041,735
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:

CONDENSED CONSOLIDATED EHSARERERR
STATEMENT OF CASH FLOWS

For the six months ended 30 June

HEAA=THLEREA

2010 2009
“Z-Z% “ETNE
(Unaudited) (Unaudited)
(REER) (REER)
HK$’ 000 HK$’000
TER TEL
NET CASH OUTFLOW REEBRS
FROM OPERATING ACTIVITIES MEFE (4,608) (6,932)
NET CASH INFLOW REEBRS
FROM INVESTING ACTIVITIES RAFE 18,080 5
NET CASH OUTFLOW METHES
FROM FINANCING ACTIVITIES TFE (19,483) (14,493)
DECREASE IN CASH AND HeRBELZE
CASH EQUIVALENTS BERY (6,011) (21,420)
CASH AND CASH EQUIVALENTS BURERES
AT BEGINNING OF PERIOD ZEEH 23,316 36,216
CASH AND CASH EQUIVALENTS BEBRERRE
AT END OF PERIOD ZEER 17,305 14,796
ANALYSIS OF BALANCES OF CASH HeRBELEHEER
AND CASH EQUIVALENTS ERDM
Cash and bank balances ReRBITER 17,305 14,796
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BASIS OF PREPARATION AND
SIGNIFICANT ACCOUNTING
POLICIES

The condensed consolidated interim
financial statements are prepared
in accordance with Hong Kong
Accounting Standard (“HKAS”) 34
The
accounting policies and basis of
preparation adopted in the preparation
of the interim financial statements are

“Interim Financial Reporting”.

the same as those used in the annual
financial statements for the year ended
31 December 2009, except in relation
to the following new and revised Hong
Kong Financial Reporting Standards
(“HKFRSs”) which also include HKASs
and Interpretations, that affect the
Group and are mandatory for the
accounting period beginning on or after
1 January 2010:

Amendments to HKFRS 2
Share-based Payment -
Group Cash-settled

HKFRS 2 Amendments

Share-based Payment
Transactions
HKFRS 3 (Revised)
HKAS 18 Amendment
HKAS 27 (Revised)

Business Combinations

Revenue

Consolidated and Separate
Financial Statements

Amendment to HKAS 39
Financial Instruments:

HKAS 39 Amendment

Recognition and
Measurement -
Eligible Hedged Items

1.

INTERIM REPORT 2010 =% —Z Fh Hj3f &

RHEEERTESHEE
AERGAPHRUBRRILBELS

AR (THKAS 1) #3455 [ 7 Hi 1 7% 51
EIRHAN -BRTUTSFEREBAR
—E-TF A BRZEBBRNE:
HAFE o8 IR A ) 3T 5T RASIERT B BB
4R 5 28I ([HKFRSs ] + 58 FEHKASS
mae)  REAPHVERERTPERAD
SHBENRRAWHEHEE —_TTH
F+ZA=+—BLEFENEFHHR
x—8:

HKFRS 2 (83T ) HKFRS 2
[UBGZZ 8~
EFNE2BELNRY
ENZRE] 255
HKFRS 3 (£4£3T) EHAH
HKAS 18 (53T %) Yoz
HKAS 27 (£ 57]) GARBUGEHRE
HKAS 39 (53T %) HKAS 39
[EBTA:
ﬁ?ﬂu ﬂfs!i é\ﬁfg
HRFEF 7]
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BASIS OF PREPARATION AND

SIGNIFICANT ACCOUNTING

POLICIES (Cont’d)
HK(IFRIC)-Int 17 Distributions of Non-cash
Assets to Owners
Amendments to HKFRS 5 Amendments to HKFRS 5
included in Improvements  Non-current Assets Held
to HKFRSs issued in for Sale
October 2008 and Discontinued
Operations - Plan to Sell the

Controlling Interest in a

Subsidiary
HK Interpretation 4 Leases - Determination of the
(Revised in Length of Lease Term in
December 2009) respect of Hong Kong
Land Leases

The Group applies HKFRS 3 (Revised)
Business Combinations prospectively
to business combinations for which
the acquisition date is on or after
1 January 2010. The requirements
in HKAS 27 (Revised) Consolidated
and Separate Financial Statements in
relation to accounting for changes in
ownership interests in a subsidiary
after control is obtained and for loss of
control of a subsidiary are also applied
prospectively by the Group on or after
1 January 2010.

As there was no transaction during the
current interim period in which HKFRS
3 (Revised) and HKAS 27 (Revised) are
applicable, the application of HKFRS 3
(Revised), HKAS 27 (Revised) and the
consequential amendments to other
HKFRSs had no effect on the interim
financial statements of the Group for
the current or prior accounting periods.

INTERIM REPORT 2010 =& —ZFh Hif &
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BASIS OF PREPARATION AND
SIGNIFICANT ACCOUNTING
POLICIES (Cont’d)

Results of the Group in future periods
may be affected by future transactions
for which HKFRS 3 (Revised), HKAS
27 (Revised) and the consequential
amendments to other HKFRSs are
applicable.

The adoption of other new HKFRSs had
no material effect on how the results
and financial position for the current
or prior accounting periods have been
prepared and presented. Accordingly,
no prior period adjustment has been
required.

The Group has not early applied the
following new standards, amendments
or interpretations that have been
issued but are not yet effective in these
financial statements:

HKFRS 1 Amendment ~ Amendment to HKFRS 1
Limited Exemption from
Comparatives HKFRS 7
Disclosures for First-time
Adopters’

HKFRS 9 Financial Instruments*

HKAS 24 (Revised) Related Party Disclosures’

HKAS 32 Amendment ~ Amendment to HKAS 32
Financial Instruments:
Presentation -

Classification of

Rights Issues'
HK(IFRIC)-Int 14 Amendments to HK(IFRIC)-
Amendments Int 14 Prepayments of
a Minimum Funding
Requirement’
HK(IFRIC)-Int 19 Extinguishing Financial

Liabilities with Equity
Instruments?

INTERIM REPORT 2010 =% —Z Fh Hj3f & 11
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. BASIS OF PREPARATION AND

SIGNIFICANT ACCOUNTING
POLICIES (Cont’d)

' Effective for annual periods
beginning on or after 1 February
2010

2 Effective for annual periods
beginning on or after 1 July 2010

*  Effective for annual periods
beginning on or after 1 January
2011

* Effective for annual periods
beginning on or after 1 January
2013

. OPERATING SEGMENT

INFORMATION

For management purposes, the business
units of the Group are classified based
on their services and two reportable
operating segments are determined as
follows:

(a) the property investment segment,
which invests in properties located
in the Mainland of the People’s
Republic of China (“Mainland
China”) for rental income potential;
and

(b) the corporate and other segment,
which provides management
services to group companies.

The accounting policies of the
operating segments are the same as
those described in the Group’s financial
statements for the year ended 31
December 2009.

INTERIM REPORT 2010 =& —ZFh Hif &
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2. OPERATING SEGMENT
INFORMATION (Cont’d)

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

The following table presents revenue
and results information for the Group’s

operating segments:

For the six months ended 30 June

INTERIM REPORT 2010 — % — T 4 h Hj 3 &5 13

2. REDWER (H)

FE AR EE90%SA £ 2 W AR B BA
ZEP W EIWMBRDEER

THRASEBREES B2 A0
AREHEZ AR

BEAA=THLAEA

Property investment Corporate and others Total

HES/E DERAM Eh
2010 2009 2010 2009 2010 2009
Z%-%F CTINF CE-BF CITNF ZR-%F CTIAE
(Unaudited)  (Unaudited)  (Unaudited)  (Unaudited) (Unaudited) ~ (Unaudited)
(REER) (REER) (REER) (REZR) (REER) (REERD)
HK$'000  HKS'000  HK$'000 HK$'000  HK$'000 HKS' 000
TR TEn TERL TER TR TER

Segment revenue: ARUA:
Sales to external HETHREP

customers 16,570 16,425 - - 16,570 16,425
Segment results PEEE 15,800 13,530 (3,734) (4,690) | 12,006 8,840
Other income A 427 26
Finance costs HHER (5,286) | (17,250)

Profit/{loss) before tax Hanasl/ (B8
Income tax expense MERER

Profitloss) for the period  EifEET/ (B)

7,207 (8,164)
(2,742 (2,983)

4,465 (11,147)
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2. OPERATING SEGMENT

INFORMATION (Cont’d)
Information about major customers

For the six months ended 30 June
2010 (the “Period”), aggregate
revenue from three customers
(2009: three) with each of whom
transactions had exceeded 10% of the
Group’s total revenue amounted to
approximately HK$16,245,000 (2009:
HK$16,104,000).

3. FINANCE COSTS

Zhong Hua International Holdings Limited v 3 B % ¥ Bt 45 | 2 )

2. BESBWER ()
FRXEEFZER
HE_Z—ZFEXA=Z+tHLNHEA
(THE]) kREZRBF (ZZEThEF:
=) 2B AL £16,245,0008 70 (=
TEAE 0 16,104,00087T) » MEEE
Fi#fTzR5eHEHEBALAEEBRK
]\2100/0"

3. BIKER

For the six months ended 30 June

BEAA=THLAEAR

2010 2009
—E-%F —ZTNE
(Unaudited) (Unaudited)
(REER) (REeER)
HK$’ 000 HK$’ 000
TER THT
Interest on: ME:

Bank loans BITER 2,380 1,109
Finance lease MEHE 27 46
Convertible bond ABRES - 3,131
Loan from a director EEEX 2,852 2,827

Deferred completion of the FRUBEEZE SO R

second and third tranches E=BH ZEETK

in relation to an acquisition - 10,085
Other loan HEMER 27 52
5,286 17,250

INTERIM REPORT 2010 =& —ZFh Hi3f &
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4. PROFIT/(LOSS) BEFORE TAX 4. BATER (BER)
The Group’s profit/(loss) before tax is RNEBZ B (BEB) HEme/
arrived at after charging/(crediting): (Gt A) -

For the six months ended 30 June

HEAA=THLAEAR

2010 2009

—E-B% ZTTNF

(Unaudited) (Unaudited)

(REER) (ReER)

HK$’ 000 HK$’ 000

TER TR

Depreciation e 518 519
Interest income FIEHA 91) (24)
Net rental income He WA FE (16,570) (16,425)

5. INCOME TAX EXPENSE 5. MEBMAX

For the six months ended 30 June

HEAAZTHLERMEA

2010 2009
—g-gF  CTIAF
(Unaudited) (Unaudited)
(REER) (REER)
HK$’000 HK$'000
TR FET
Provision for the period: BREE:
Hong Kong B - -
Elsewhere Hi it 2,742 2,983
Deferred taxation RIERH A - -
2,742 2,983
No provision for Hong Kong profits tax AR AEBEREAE Y EETBE ST [
had been made as the Group did not FEEBUHE T - MR BB BTGB 5
generate any taxable profits in Hong B(—ESNE M) o
Kong during the Period (2009: Nil).
- T

Zhong Hua International Holdings Limited 3 & It % )bt 45 Bt 2 7
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5.

INCOME TAX EXPENSE (Cont’d)

Taxes on profits assessable elsewhere
have been calculated at the rates of tax
prevailing in the countries in which
the Group operates, based on existing
legislation, interpretations and practices
in respect thereof. The subsidiaries
established in Mainland China are
subject to income taxes at the rate of
25% (2009: 25%).

INTERIM DIVIDEND
The Directors do not recommend the

payment of an interim dividend for the
Period (2009: Nil).

. EARNINGS/(LOSS) PER SHARE

ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE
COMPANY

The calculation of basic earnings/loss
per share for the Period is based on the
profit attributable to ordinary equity
holders of the Company of HK$739,000
(2009: loss of HK$14,438,000) and
the weighted average number of
151,404,130 (2009: 150,299,158)
ordinary shares in issue during the
Period.

Diluted loss per share for the Period
had not been disclosed as there were
no convertible bond and share options
outstanding during the Period. Diluted
loss per share for the six months ended
30 June 2009 had not been disclosed as
the convertible bond and share options
outstanding had anti-dilutive effect on
the basic loss per share.
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8. TRADE RECEIVABLES 8. EZ WA
An aged analysis of the Group’s trade REEZE S REBRIERRE B THE B
receivables at the end of the reporting ZIRE DI
period is as follows:
30 June 2010 31 December 2009
“E-Z5XA=tA ZTTAFE+ZR=+—H
(Unaudited) (Audited)
(REEK) (B5=%)
HK$’ 000 % HK$'000 %
TER BAl TET Bt
Within 6 months 6fEAMA 13,693 23 19,648 46
More than 6 months HiB6fE A
but within 1 year BETRBIFA - - - -
More than 1 year BATE 44,781 77 22,851 54
58,474 100 42,499 100
Portion classified as SNRARBEEL
current assets 1 (58,474) (42,499)
Non-current assets FRBEE - -
The Group generally grants a credit AEE-RETEESIAAZEAR
term of 3 months to 12 months to its BHo
customers.
The age of the Group’s trade REBE S EUHEZ RRBEBRHEER
receivables are based on the date of SETA D HI AR HA R S E R A A
recognition of turnover and the due o
date of instalments as stipulated in the
sales contracts.
An amount of HK$23,053,000 (2009: SHAKNEE TG 5 E N S E &
HK$22,851,000) included in the total 223,053,000 0 (ZZEZT N F
trade receivables of the Group are 22,851,000767T) JyiBEFE HEMEFT
attributable to properties sold in prior 8o
years.
T
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9. TRADE PAYABLES 9. EZEMRE
An aged analysis of the Group’s trade AEEZEGREMNRBRREHATED
payables at the end of the reporting BT

period is as follows:

30 June 2010 31 December 2009
“E-E5XA=TH —EENF+=A=1—H
(Unaudited) (Audited)
(REBER) (EERZ)
HK$’ 000 % HK$" 000 %
TER ERil THT Wi
Within 6 months 6fEAMA - - - -
More than 6 months HiB6fE A
but within 1 year BAEBRIFA - - - -
More than 1 year BiE1F 26,552 100 26,319 100
26,552 100 26,319 100
The age of the Group’s trade payables AEBZESENREZERDTRE
is based on the date of the goods W E Mk RS ARt HE -
received or services rendered.
10.CONTINGENT LIABILITIES 10.HREE
At the balance sheet date, the Group’s NEEH - NEBW AR BEREFEL
contingent liabilities not provided for S RBENT
in the financial statements were as
follows:
30 June 31 December
2010 2009
—E-Ef —ZTNE
RAZtH +ZA=+—H
(Unaudited) (Audited)
(RBER) (BE%)
HK$' 000 HK$’ 000
TER THT
Guarantees given for mortgage RBTRMAEENE
loans granted by banks to EFEZR#HAL
certain purchasers of the RIBEFFAEZ
Group's properties HES 139 139
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11.

12.

PLEDGE OF ASSETS

The Group’s secured bank loans of
HK$69,077,000 (31 December 2009:
HK$87,701,000) were supported by
certain of the Group’s investment
properties and a corporate guarantee
executed by the Company.

OPERATING LEASE COMMITMENTS

The Group leases its office properties
in Hong Kong under operating lease
arrangements with leases negotiated for
terms ranging from one to two years.

At 30 June 2010, the Group had total
future minimum lease payments under
non-cancellable operating leases falling
due as follows:

11.

12.
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RNEEZ BEEAIETER69,077,000
BLT(ZZEZENFE+_A=Z+—8:
87,701,000/ 7T ) JyAREEE TIHEY
ERARNABRITZARERIEALE -

REBEQEE

AEERBLAEHOLZHEARTERR
EME FBRELHEANF —EMF -

R-FE—BEAA=+8  BERTI
BRI @EAK - AEEZ KK
SEL:EY L Pun g

Group
5
30 June 31 December
2010 2009
—B-BF “ZTNF
RAZtH  TZA=1—H
(Unaudited) (Audited)
(REER) (BE%)
HK$’ 000 HK$’000
TiEn TEL
Within one year R—%RA 948 948
In the second to fifth REZZERF
years, inclusive (REEEMF) 79 553
1,027 1,501
- T
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13.LITIGATIONS

(@) In December 2008, a company

under the Group (the “Plaintiff”)
served a writ against a third
party (the “Defendant”) at the
Yuexiu District People’s Court
(B Em ARER) demanding for
disqualification of the Defendant
as the sino partner to a sino-foreign
joint venture established between
a member of the Group (as foreign
party) and the Defendant.

Judgment was obtained in July 2009
(the “Judgement”) with rulings in
favour of the Plaintiff confirming
the Defendant’s loss of all its
rights and entitlements under the
relevant joint venture agreement.
Subsequent to the Judgement, the
Defendant filed an appeal petition
in Guangzhou Municipal Middle
People’s Court (BEMMHRZARZE
BT) in August 2009, and a hearing
was made in October 2009.
Further details about the recent
developments of the litigation
were disclosed in the Company’s
announcements dated 22 April, 22
June and 16 August 2010.

Taking into account the latest
rulings obtained in July 2009,
the Plaintiff remains optimistic in
obtaining a favourable judgement
in the appeal.
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13.LITIGATIONS (Cont’d) 13.:5F %2 (4&)

(b) A writ was filed in Hong Kong in by R—ZZEZHENA ARAHBA

August 2005 by a former director
of a subsidiary of the Company
(the “Plaintiff”) against, inter alia,
the Company (the “Defendant”),
a wholly-owned subsidiary of the
Company, and a former director
together with certain former
accounting staff of the Company.
Under the writ, the Plaintiff claimed
certain damages in relation to the
acquisition of the entire interests
of a company by the Group from
a private company controlled by
the Plaintiff in December 2000 (the
“Acquisition”). In the Indorsement
of Claims, the Plaintiff demanded
that a receipt for payment of
HK$33.5 million by the Defendant
signed and issued by the private
company controlled by the Plaintiff
be set aside and demanded for
payment of HK$33.5 million as
outstanding consideration for
the Acquisition. The Defendant,
together with other defendants,
filed an acknowledgement of
service to defend the proceedings
in February 2006. No further action
has been taken by the Plaintiff since
then.

Al—RAER(READERER
(K BE) AR ([HEAD &
NAZEMBARIUNKRARA—F
MEZEREBETEHAERLE —H
SR ABRBEREAREERR
TEETE+ - ARERSE AEH®
ERAWE AR ZMEER
([UeBE=TE]) FriEm 2 B TiEKRR
HRE - NREEF  REABRER
WEANBEEMRRES AEFOFLE
A A % 3 IAE A33,500,00008 T 2
WEERE - BRI FREEE
KB R (B £ 533,500,000/ 7T ° %
EAREMEEAER ST ARF
ZARRFEERKREURE S -
It 18 R & A4 DIMRBUAETTE -
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13.LITIGATIONS (Cont’d)

(b) (Cont’d)

Having consulted with its legal
counsel, the Defendant is of the
view that the legal ground of the
claim is thin and that the legal
proceedings will be pending till
further action from the parties
concerned. In this connection, the
Plaintiff is of the view that the legal
proceedings are unlikely to have
significant adverse impact on the
cashflow and financial positions as
well as business operations of the
Group. No provision for any claims
has been made at this stage.

14.RELATED PARTY TRANSACTIONS

In addition to the related party
transactions and balances with related
parties as detailed elsewhere in
the financial statements, the Group
also incurred an interest expense of
HK$2,852,000 in respect of a loan from
a director during the Period.
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REVIEW OF RESULTS

The Group’s consolidated turnover for
the Period was HK$16.57 million, which
is almost the same level compared with
the same period last year (30 June 2009:
HK$16.43 million). The Group’s profit for
the Period was HK$4.47 million (30 June
2009: loss of HK$11.15 million), which
improvement was mainly attributable to
the saving of interests on a convertible
bond and deferred completion of a
material acquisition for HK$13.2 million.
The Group’s profit attributable to equity
shareholders was HK$0.74 million for the
Period (30 June 2009: loss of HK$14.44
million).

BUSINESS REVIEW

The Group is principally engaged in
property investment and development in
Mainland China and has two property
interests, one in Chongqing (EE ) and
the other in Guangzhou (&I ).

Guang Yu Square (&JIE%), a 16-storey
plus a basement commercial building, is
situated at the most prime commercial area
at Chaotianmen (#1XF9), Yuzhong District
(1H[&), Chongqing (E/E ). Chaotianmen
is one of the major clothing wholesale
points in Chongqing while Guang Yu
Square is the most popular clothing and
footwear wholesale centre in the region.
The Group has 100% interest in 7 floors
of and 60% interest in the basement of
Guang Yu Square with a total gross floor
area of approximately 26,500 sq.m. and
all of them are almost fully let. The Group
is contemplating plan for repurchases of
two additional floors which were sold to
individual occupiers some years ago.
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BUSINESS REVIEW (Cont’d)

The property interest in Guangzhou
(EEJNTT) is situated at the most prime
commercial area in Yuexiu District (#5&
[#) with a total site area of approximately
22,800 sq.m. It is planned that the
development site will be developed into
a versatile grade A commercial building
complex with wholesale and exhibition
hall facilities having a total gross floor area
of approximately 234,000 sq.m. and with
an objective to be the landmark of the
Yuexiu District. The development site is
comprised of three contiguous land parcels
located at the east of Jiefang Road South
(A ES), to the south of Daxin Road
(K#7#), to the north of Yede Road (—7&
#%) and to the west of Xieen Road (&
), Yuexiu District and is wholly owned
by Guangzhou Zheng Da Real Estate
Development Company Limited (B&JIT1
FREMEREBRAF) (“Guangzhou
Zheng Da”) which in turn Zheng Da Real
Estate Development Co, Ltd. (“Zheng Da”)
has 100% interest.

Guangzhou Zheng Da was set up as a Sino-
foreign joint venture by Zheng Da as the
foreign partner and a third party as the Sino
partner in Guangzhou in December 1993.
Since its formation the Sino partner has
not provided any capital or management
support to Guangzhou Zheng Da to a
material extent. Pursuant to the terms of
the Enforcement Rules of the Joint Venture
Agreement (E1EEREMAMA (the
“Enforcement Rules”) executed in 1994, the
Sino partner agreed to surrender its entire
interest in Guangzhou Zheng Da except
those benefits specified in the Enforcement
Rules and therefore Zheng Da assumed
100% interest in Guangzhou Zheng Da.
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BUSINESS REVIEW (Cont’d)

The Group acquired an 25% indirect
interest in Zheng Da in December 2007
while the remaining 75% indirect interest
to be completed by the Group not later
than 30 June 2011 (subject to revised terms
for settlement of consideration for, and
completion timetable in relation to the
uncompleted tranches of the acquisition).
Details of the intended acquisition,
including terms and conditions,
consideration and settlement mechanism,
and their amendments thereafter were
disclosed in the Company’s circular dated
26 November 2007 and the Company’s
announcements dated 31 March 2009, 29
June 2009, 17 December 2009 and 22 June
2010 (primarily refers to the deferment of
the long stop date for completion of the
acquisition from 31 March 2009 to 30 June
2011).
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BUSINESS REVIEW (Cont’d)

The development project was initially
planned to be completed within a period
of 15 years but its progress was interrupted
by the modifications of municipal planning
from time to time in the past years.
Pursuant to the terms of the relevant joint
venture agreement, the joint venture
period of Guangzhou Zheng Da is from
31 December 1993 to 31 December
2008 and can be further extended at the
request of either foreign or Sino partner
upon maturity. In December 2008, both
Guangzhou Zheng Da and its foreign
partner, Zheng Da, agreed to extend the
joint venture period by 15 years with effect
from 1 January 2009 but its Sino partner
withheld its consent to such extension. As
such, Guangzhou Zheng Da filed a petition
at the Yuexiu District People’s Court
(#FE ARERT) in late December 2008
demanding for disqualification of the Sino
partnership of the subject joint venture.
Judgment was obtained in July 2009
with rulings endorsing the forfeiture of
the partnership qualification and legal
entitlements of the Sino partner in the
joint venture. The Sino partner then
filed an appeal petition (the “Appeal”)
at the Guangzhou Municipal Middle
People’s Court (M HHZAERZER) in
August 2009 and a hearing was made in
October 2009. Both Guangzhou Zheng
Da and Zheng Da have not yet received
any notice of judgement or written
judgment in respect of the Appeal from the
relevant authority to-date. Details of the
developments of the Appeal were disclosed
in the Company’s announcements dated
11 February, 22 April, 22 June and 16
August 2010.
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BUSINESS REVIEW (Cont’d)

The development site at the Yuexiu
District (#75[&) is presently comprised
of a 2-storey non-permanent commercial
podium with a car park and operated
as a shoes and footwear wholesale and
distribution outlet. With a legend of over
one hundred years as footwear trading hub
in the area surrounding the development
site, the footwear distribution outlet is very
prosperous and almost fully let.

Litigations

Details of the litigations are disclosed in
note 13 to the financial statements.

INTERIM REPORT 2010 — % — T 4 h Hj 3 &5

Ko (E)

MAERzBERBEBRBZHE2ESHEREE
BrERREEE UYUEERERRIHE
DHESTAEE - ARRBERIEFE
BEEAEAFEAME SRR IEE
HERROWESIEEGEH  TEET M
&

5!“(
ok
>

AR Z S T N B TS SRR M SR 13 4%

o

R

Zhong Hua International Holdings Limited 3 & It % )bt 45 Bt 2 7

27



Zhong Hua International Holdings Limited s & |8 B #% )bt 47 Wt 24 )

28

FINANCIAL REVIEW
Liquidity and financial resources

The Group generally financed its
businesses with internally generated cash
flows and banking facilities during the
Period. Cash and bank balances of the
Group as at 30 June 2010 amounted to
HK$17.31 million (31 December 2009:
HK$23.32 million). As at 30 June 2010,
there were no pledged deposits (31
December 2009: HK$18.08 million).

As at 30 June 2010, the Group had
outstanding borrowings of approximately
HK$226.67 million (31 December
2009: HK$244.96 million) comprising
interest-bearing bank loans amounted to
HK$69.08 million (31 December 2009:
HK$87.70 million), certain long term
other payables amounted to HK$84.00
million (31 December 2009: HK$84.00
million), finance lease payable amounted
to HK$0.65 million (31 December 2009:
HK$0.96 million), and loan from a director
amounted to HK$72.94 million (31
December 2009: HK$72.30 million). Of
the Group’s interest-bearing bank loans,
9%, 9%, 40% and 42% respectively were
repayable within one year or on demand,
in the second year, in the third to fifth
years, inclusive and beyond five years.

As at 30 June 2010, the secured bank
loans of HK$69.08 million (31 December
2009: HK$87.70 million) and the finance
lease payables of HK$0.65 million (31
December 2009: HK$0.96 million) of the
Group bore interest at floating interest rate
and fixed interest rate, respectively. The
secured bank loan of HK$19.50 million
(31 December 2009: HK$20.60 million)
and finance lease payables of the Group
are denominated in Hong Kong dollars.
HK$49.58 million (31 December 2009:
HK$67.10 million) of the secured bank
loans are denominated in Renminbi.
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FINANCIAL REVIEW (Cont’d)
Liquidity and financial resources (Cont’d)

The Group’s gearing ratio as at 30 June
2010 was 0.07 (31 December 2009:
0.08), calculated based on the Group’s
borrowings of HK$226.67 million (31
December 2009: HK$244.96 million) over
total assets of HK$3,232.38 million (31
December 2009: HK$3,210.63 million).
The Group’s gearing was maintained at a
relatively low level during the Period.

Currency structure

The Group had limited exposure to foreign
exchange rate fluctuations as most of its
transactions, including borrowings, were
mainly conducted in Hong Kong dollars or
Renminbi and the exchange rates of these
currencies were relatively stable throughout
the Period.

Pledge of assets

The Group had utilized bank loan facilities
amounting to approximately HK$69.08
million (31 December 2009: HK$87.70
million) as at 30 June 2010. The loans
were charged by the Group’s investment
properties and corporate guarantee
executed by the Company.

Contingent liabilities

As at 30 June 2010, guarantees given for
mortgage loans granted by banks to certain
purchasers of the Group’s properties
amounted to HK$0.174 million (31
December 2009: HK$0.14 million).
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FINANCIAL REVIEW (Cont’d)
Material acquisition

On 26 October 2007, it was announced
that the Group entered into a conditional
sale and purchase agreement on 9
October 2007 (as amended on 26 October
2007) (the “Agreement”) with the private
companies wholly owned by Messrs.
Ho Pak Hung, Ho Tsam Hung and Ho
Kam Hung (collectively the “Vendors”),
pursuant to which, amongst other things,
the Vendors agreed to sell and an
indirectly wholly-owned subsidiary of
the Company (the “Purchaser”) agreed to
acquire 100% equity interest in Zheng
Da Real Estate Development Company
Limited (“Zheng Da”) at a consideration
of RMB1,814,800,000 (the “Acquisition”).
The principal asset held by Zheng Da is the
indirect entire interest in a property interest
situated in Guangzhou. Details of the
Acquisition had been set out in a circular
of the Company dated 26 November 2007
(the “Circular”).
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FINANCIAL REVIEW (Cont’d)
Material acquisition (Cont’d)

Pursuant to the terms and conditions of
the Agreement, the Purchaser may at its
sole discretion elect to defer completion
of one or more tranches (except the First
Tranche) to a date later than the expected
completion date of the relevant tranche
but in any event not later than 31 March
2009. If the Purchaser does not complete
any of the tranches on or before the
relevant expected completion date, the
Purchaser is obliged to pay to the Vendors
a deferred interest payment (the “Deferred
Interest”) calculated at the rate of 4% p.a.
on the consideration for such tranche for
the period commencing from the relevant
original expected completion date and
ending on and excluding the day when
the relevant consideration is settled by the
Purchaser or 31 March 2009, whichever
the earlier.
Agreement does not complete by 31
March 2009 (the “Long Stop Date”), the
Agreement shall lapse (save for any part
of completed tranches) and the Purchaser
shall have no liabilities save for the
Deferred Interest obligations.

In the event that the entire

Completion of the First Tranche took place
on 17 December 2007. As at 31 March
2009, the Second Tranche, the Third
Tranche and the Fourth Tranche had not
been completed. As such, the Purchaser
was obliged to pay to Vendors the Deferred
Interest of the Second Tranche and the
Third Tranche, which was RMB22,927,000
(approximately HK$25,837,000) in total.
No Deferred Interest was required to be
paid by the Purchaser in respect of the
Fourth Tranche as the original expected
completion date for the Fourth Tranche was
on 31 March 2009.
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FINANCIAL REVIEW (Cont’d)
Material acquisition (Cont’d)

Since 31 March 2009, the Group and
the Vendors have not yet concluded
any revised terms for settlement of
the consideration for, and completion
timetable in relation to the aforesaid
uncompleted tranches under, the
Agreement. As such, the Group and
the Vendors, entered into the fifth
supplemental agreement on 22 June 2010
respectively to further extend the Long
Stop Date to 30 June 2011 in order to
give additional time for the parties to the
Agreement to explore any opportunity to
arrive at any revised terms for settlement
of the consideration for, and completion
timetable in relation to the uncompleted
For the
avoidance of doubt, despite the extension
of the Long Stop Date,
Deferred Interest shall be chargeable for
the period from 1 April 2009 to 30 June
2011, both days inclusive.

tranches, under the Agreement.

no additional
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EMPLOYEES AND REMUNERATION
POLICY

The total staff cost for the Period was
HK$1.4 million. The Group employed
about 21 full time staff in Hong Kong,
Chongqing and Guangzhou as at 30
June 2010. Employees are remunerated
according to the nature of their job
and market trend, with built-in merit
components incorporated in the annual
increment to reward and motivate
individual performance. In Chongqing
and Guangzhou, the Group provided staff
welfare and bonuses to its employees in
accordance with the prevailing labour law.
In Hong Kong, other staff benefits included
medical schemes, Mandatory Provident
Fund Schemes and employee share option
scheme.

PROSPECTS

Despite the State Council is taking stricter
measures to cool down the booming
property market in most cities, the Group
remains optimistic in the development
potential and prospects of the property
market in Mainland China in the medium
to long term spectrum. The Group also
considers that the location spread of its
investment property projects in Chongging,
the capital city of the western China, and
Guangzhou, the capital city of the southern
China, may, to a better extent, diversify
the business risks of different economic
magnitude of the two regions. As such,
the investment properties in Chongqing
and Guangzhou, on a consolidated basis,
generated about 40% and 60% of the
Group’s total revenue respectively during
the Period.
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PROSPECTS (Cont’d)

The Group expects that the investment
potential of the Guang Yu Square (&
&%) will be further improved in the
medium term, as the Chongqing Municipal
Government is prepared to undergo a
major urban re-development (3 2kiE
T#) at Chaotinanmen (¥4XF7) in the
coming years so that most old and poor
managed buildings surrounding the Guang
Yu Square will be demolished. To couple
with this major urban re-development, the
Group intends to refurbish the Guang Yu
Square to upgrade its facilities and exterior

design.

The development project in the Yuexiu
District (M5[&) , Guangzhou (EJNT)
was intended to be completed in 2013
but the construction schedule is deferred
pending the outcome of rulings of the
Appeal. Meantime, the non-permanent
commercial podium at the development
site continues to operate as a shoes and
footwear whole sale and distribution outlet
and is almost fully let.

DIRECTORS’/CHIEF EXECUTIVFE'S
INTERESTS IN THE SHARES OF THE
COMPANY AND ITS ASSOCIATED
CORPORATIONS

As at 30 June 2010, the interests and
short positions of the Directors and
chief executives of the Company in the
shares, underlying shares or debentures
of the Company or any of its associated
corporations (within the meaning of Part
XV of the Securities and Futures Ordinance
(“SFO”)) which were required to be notified
to the Company and The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”)
pursuant to Divisions 7 and 8 of Part XV
of the SFO (including interests and short
positions which they were taken or deemed
to have under such provisions of the SFO),
the Model Code for Securities Transactions
by Directors and which were required to be
entered into the register pursuant to Section
352 of the SFO, were as follows:

INTERIM REPORT 2010 =& —ZFh Hi3f &

Al ()

REBEH - BARS 2 REE BT B
NESE—FUE  REREETBTERE
WO FAERRFIETRHBCETRR - B8
BSMBARB D ZERTHRRE - BiEE
IR EGE T2 - NSRBI HERE 8 8 EIF A
B H e M SN ERER AT o

BMNmHSR 2 ERAR BN _-T—=
TR HEREEE R EEE - AT LR
RER - W ERIBE FOEZHREL
HENEEREHRBBESHEBETAZE
¥ oUDEFRHEL -

BEE TETRAESREQARREAR
EEZ Rz ERE

R_E-TEXNA=Z+H  REFSLHE
10 (1585 R B E 5P ]) BEXVEPFH7 M8D
MRELRBBEEEETESIZELETAA
HMEARARBBHERXZMBER AR ([H
ZRr1) - ARZAMRYRRE B M I E 1R P 5352
FREBABLMZIARTDEZERERITH
ABRAR B S HAMARRER (xR E
7 M EIEARDIZEXVER) Z By - BRI
ErhzEa AR (BEREZEESR
HERIRERBAIBEREE 2EER
bZ29-D U NE



DIRECTORS’/CHIEF EXECUTIVFE'S
INTERESTS IN THE SHARES OF THE
COMPANY AND ITS ASSOCIATED
CORPORATIONS (Cont’d)

Long position in shares of the Company
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Percentage of

the issued
Capacity and Number of share capital
nature of interest shares held HE#&1T
Name of Director EEZHH BHRERMH FRERBEE BRAEBD
Ho Kam Hung o] 85 4 Through controlled 27,650,000 18.26%
corporation (Note 1) (K1&t1)
BRXEEERE
Note: Bat -

1.

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

(i) 2,700,000 shares are held by Morcambe
Corporation, a company beneficially

owned by him.

(i) 21,780,000 shares are held by EC Fair
Limited, which he has 33'/,% interest.

(iii

3,170,000 shares are held by High
Rank Enterprises Limited, which he has
approximately 31.58% interest.

1.

RIEE 7 KL E GG A ERR AR AT
SR AZZERD P HEEER

(i) Morcambe Corporation (— & £ % & & ¥
B2 RA)FHE2,700,0000 815

(i) HBEERDA (REAF33, %ER)FHE
21,780,0000% A& 17

(i) High Rank Enterprises Limited (1545 4)
31.58%& x5 ) #563,170,0000% B £
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SHARES IN ASSOCIATED
CORPORATIONS OF THE COMPANY

At 30 June 2010, the following Director

A0 AR B OE B R A

w= Ti A=tH TIARRAES

of the Company had interests in the non- Fﬁ}zﬁﬁZZ!K HTHB AR S EZREEL
voting deferred shares in certain of the IRz ER ZZDT
Company’s subsidiaries:
Long position in shares of the associated REBZERGZHR
corporations
Percentage
of the
associated
Name of Relationship ~ Shares/ Numbers of Capacity ~ corporation’s
Name of associated with the equity shares/equity and nature  issued share
director corporation Company derivatives derivatives of interest capital
Rt/ Rk
Rt/ e Nk EHR BRTRE
Esfg BEEEER HEANIERE RAEIR TA#A BitE BOk
Long Short
position position
i KR
Ho Kam Hung ~ Smart Hero Company’s Non-voting 91 - Directly 30.13
(Holdings) subsidiary deferred beneficially
Limited shares owned
&L BEER ARAEZ BREE 91 - BRESHE 30.13
BRAHE MEAE ERER
China Realty ~ Company’s Non-voting 91 - Directly 30.13
Investment subsidiary deferred beneficially
Limited shares owned
MEERNE ARAZ ERZE 91 - EREZHA 30.13
REBRLE  WEAR BER
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SHARES IN ASSOCIATED
CORPORATIONS OF THE COMPANY
(Cont’d)

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

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

distribution on winding-up.

Save as disclosed above, as at 30 June
2010, to the knowledge of the Company,
none of the directors or chief executive of
the Company had or was deemed to have
any interest or short position in the shares,
underlying shares and debentures of the
Company or any associated corporations
(within the meaning of Part XV of the SFO)
as recorded in the register to be kept under
section 352 of the SFO or as otherwise
notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO and the Model Code.
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DIRECTORS’ RIGHTS TO ACQUIRE
SHARES

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

SHARE OPTION SCHEME

The Company’s share option scheme
which was adopted on 19 September 1997
(the “Old Scheme”) was terminated and
replaced by a new share option scheme
(the “New Scheme”) on 11 June 2002. No
share options were outstanding under the
Old Scheme during the Period.

The principal purpose of the New Scheme
is to provide eligible participants with the
opportunity to acquire proprietary interests
in the Company and as an incentive to
work towards enhancing the value of the
Company and its shares for the benefit of
the Company and its shareholders as a
whole.

There is no change in any terms of the New
Scheme during the Period. The detailed
terms of the New Scheme were disclosed in
the Company’s 2009 annual report.
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SHARE OPTION SCHEME (Cont’d) BRESTE ()

The following share options were HJRBIEHE W ARITEZ BRZEDT

outstanding under the New Scheme during

the Period:
Number of share options
ERige
Date of
At Granted  Exercised Lapsed At grant of Brercise ~ Exercise
Name/category 1 January 2010 during during during 30 June 2010 share options period of price of
of particpant WZ3-FF  thePerod  thePeriod  thePeriod R=F-3E BRE  share options share options
#2/5845 -§-8 ERBE 8RR BRAN ABSTR BERE  BREGRE BREGEE
HKS
i
Other employees, ~ AfrEE
advisors and FAAR
consultants ER
In aggregate at 800,000 - - (800,000) - 6 March 6 March 20
2007 2007 o
5 March
2010
IERYE CERE
SARE ZAREE
ot 13
“RLA
-
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SUBSTANTIAL SHAREHOLDERS

As at 30 June 2010, as far as is known to
the Directors or the chief executive of the
Company, the following persons (other
than Directors or chief executive of the
Company) had interests or short positions
in the shares and underlying share as
recorded in the register required to be kept

FERR

RZZE—ZTFXA=+H  BRAREME
ERFETHABMA U TFTAL(KRQF
ZEFREZTHMASRIN EBEELNIE
BEARBAEGKRIEIMIHAEFTEZLE
ez Bt R A RE R (0 2 s SoK B AN
T

under section 336 of the SFO:

Long position in shares of the Company REATRBZHA
Percentage
of the issued
Capacity and Number of share capital
Name nature of interest Shares held HERT
AR SRREGEE FERGHE REEDL
Ye Jia Li (Note 1) Spouse 27,650,000 18.26
BEX® (W) [
Ho Tsam Hung (Note 2) Through controlled corporation 26,400,000 17.44
& (Hrat2) BRXBEERE
Strong Hero Holdings Limited (Note 3) Directly beneficially owned 25,000,000 16.51
(H##3) BERERER
Xie Xiaoxiang (Note 3) Through controlled corporation 25,000,000 16.51
Mz 3) BB BEERE
Ho Pak Hung (Note 4) Through controlled corporation 24,950,000 16.48
ferimze 4zt 4) BRHXAEERE
Liang Gui Fen (Note 4) Spouse 24,950,000 16.48
REF (Wi 4) [
EC Fair Limited Directly beneficial[y owned 21,780,000 14.39
VECEL YN ERERH
Hero Grand Investments Limited (Note 5) Directly benefxually owned 7,700,000 5.09
(Hst 5) ERERES
Leung Po Wa (Note 5) Through controlled corporation 7,700,000 5.09
Mz 5) BBHXREERE
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SUBSTANTIAL SHAREHOLDERS
(Cont’d)

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

Notes:

As Ye Jia Li is the spouse of Ho Kam Hung,
a Director, she is deemed to be interested in
27,650,000 shares in the Company.

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

(i) 1,450,000 shares are held by Morgan
Estate Assets Limited, a company
beneficially owned by him.

(ii) 21,780,000 shares are held by EC Fair
Limited, a company which he has 33'/,%
interest.

(iii) 3,170,000 shares are held by High
Rank Enterprises Limited, which he has
approximately 31.58% interest.
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(i) Morgan Estate Assets Limited (— R %
EmffiA 2 RA))#4E1,450,0000 15 -
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(i) High Rank Enterprises Limited (% #%& %
31.58%# ) #53,170,0000% B £ <
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SUBSTANTIAL SHAREHOLDERS FTERR(H)
(Cont’d)

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

Notes: (Cont’d) Wat - (&)

3. Strong Hero Holdings Limited is wholly- 3. Strong Hero Holdings Limited/Xie
owned by Xie Xiaoxiang. Xiaoxiang®2 & °

4. Ho Pak Hung is deemed (by virtue of the 4. RIEZEH KEHEED - AHAEER AR TS
SFO) to be interested in these shares in the AN/ B ZERGPER R
following capacities:

(i) 21,780,000 shares are held by EC Fair () ZBEERAAE (KAHB33/ %ER) FHE
Limited, which he has 33'/,% interest. 21,780,0000% f& 15 ©

(i) 3,170,000 shares are held by High (i) High Rank Enterprises Limited (1§ 575 47
Rank Enterprises Limited, which he has 31.58% %) 7 463,170,0000& 15 ©

approximately 31.58% interest.

Liang Gui Fen is deemed to be interested RHESWEANABRZETFZHHRE
in these shares in the capacity as the ERMHPHEBEER -

spouse of Ho Pak Hung.
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SUBSTANTIAL SHAREHOLDERS
(Cont’d)

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

Notes: (Cont’d)

5. Hero Grand Investments Limited is wholly-
owned by Leung Po Wa.

Save as disclosed above, as at 30 June
2010, no person, other than the directors
of the Company, whose interests are set
out in the section “Directors’ interests and
short positions in shares and underlying
shares” above, had registered an interest or
short position in the shares or underlying
shares of the Company that was required to
be recorded pursuant to Section 336 of the
SFO.

CODE ON CORPORATE
GOVERNANCE PRACTICE

In the opinion of the Directors, the
Company complied with the Code on
Corporate Governance Practice (the
“Code”) as set out in Appendix 14 of the
Listing Rules throughout the Period, except
for the following deviation:

Code Provision A.4.2

The second part of Code A.4.2 stipulates
that every director, including those
appointed for a specific term, should be
subject to retirement by rotation at least
once every three years.

The Managing Director of the Company,
though without a specific term, had retired
and voluntarily offered himself for re-
election at general meetings in the past
years. The Directors consider that this
practice, though is voluntary by nature,
is in line with the spirit of the Code’s
practice.
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MODEL CODE FOR SECURITIES
TRANSACTIONS

The Company had adopted the Model Code
set out in Appendix 10 to the Listing Rules
as its code of conduct regarding securities
transactions by its directors. Having made
specific enquiry of the Directors, the
Company confirmed that the Directors had
complied with required standard set out in
the Model Code throughout the accounting
period covered by the Company’s interim
report.

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

During the Period, neither the Company
nor any of its subsidiaries purchased, sold
or redeemed any listed securities of the
Company.

REVIEW BY AUDIT COMMITTEE

The Interim Results had been reviewed by
the Audit Committee of the Company.

By order of the Board
Ho Kam Hung
Executive Director

Hong Kong, 24 August 2010
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