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Independent Review Report

T o

ZHONGHUI

TO THE BOARD OF DIRECTORS OF LEGEND STRATEGY
INTERNATIONAL HOLDINGS GROUP COMPANY LIMITED
(Incorporated in the Cayman Islands with limited liability)

INTRODUCTION

We have reviewed the interim financial information set out on pages 7 to
21 which comprises the condensed consolidated statement of financial
position of the Company as at 30 June 2017 and the related condensed
consolidated statement of profit or loss and other comprehensive
income, condensed consolidated statement of changes in equity and
condensed consolidated statement of cash flows for the six-month
period then ended, and a summary of significant accounting policies and
other explanatory notes. The Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited require the preparation
of a report on interim financial information to be in compliance with the
relevant provisions thereof and Hong Kong Accounting Standard 34
“Interim Financial Reporting” (“HKAS 34”) issued by the Hong Kong
Institute of Certified Public Accountants (the “HKICPA”). The directors are
responsible for the preparation and presentation of this interim financial
information in accordance with HKAS 34. Our responsibility is to express
a conclusion on this interim financial information based on our review
and to report our conclusion solely to you, as a body, in accordance with
our agreed terms of engagement, and for no other purpose. We do not
assume responsibility towards or accept liability to any other person for
the contents of this report.
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SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard on
Review Engagements 2410 “Review of Interim Financial Information
Performed by the Independent Auditor of the Entity” issued by the
HKICPA. A review of interim financial information consists of making
inquiries, primarily of persons responsible for financial and accounting
matters, and applying analytical and other review procedures. A review is
substantially less in scope than an audit conducted in accordance with
Hong Kong Standards on Auditing and consequently does not enable
us to obtain assurance that we would become aware of all significant
matters that might be identified in an audit. Accordingly, we do not
express an audit opinion.

CONCLUSION

Based on our review, nothing has come to our attention that causes
us to believe that the interim financial information is not prepared, in all
material respects, in accordance with HKAS 34.

MATERIAL UNCERTAINTY RELATED TO GOING
CONCERN

We draw attention to Note 2 to the condensed financial statements
which states that the Group incurred a loss of HK$24,493,858 for the
six months ended 30 June 2017. As at 30 June 2017, the Group’s
net current liabilities, net liabilities and bank and cash balance were
HK$49,582,194, HK$11,353,287 and HK$9,674,712 respectively. These
conditions indicate the existence of a material uncertainty which may
cast significant doubt about the Group’s ability to continue as a going
concern. Our conclusion is not qualified in respect of this matter.

ZHONGHUI ANDA CPA Limited
Certified Public Accountants

Ng Ka Lok

Practising Certificate Number PO6084
Hong Kong, 29 August 2017

EHEE

BPERBEZESTMASRHNEERNE
FEAERIZE 24105% [ A E BB L2 BEI R P
HEEE R | TR - PP BERNER
BREIEHVBREFEEABFRER X
RADT R EMEMERF - FROBER DR
RIBBBZBCEAETNER - BREAE
HARREMENETEFTZT AILERNMA
EARFH - Bt BALFHXREEZESR

+
0 af

RIBHEMAOFRN - BMOLEZR T FHEH
BAR ST AP EEREMBEAT L ER
BEBEFTERE 34 5mH -

BEEAKEMENERTHRERE

b

HBVEED GRS REWTE2 - ERER

EEEREE -_T—+tFA=+HILANEAAR
$1524,493,858 B LM E B - RZZT—tF
ANA=Z+H ESEFERHSEE - FAE
AR SRTTRIR & K582 511 549,582,194 7T
11,353,287 BT 9,674,712 87T ° 2SR EE
THgFES BESBEETHEKEREKSE
ZERTHPAERER - HMEHFTELEREE
ﬁ' °

FERESTTHEXAERAT
HESFAY

SR%

2 KR IR SRS PO6084

&8 —T—+tFN\A=-t+hB



v

Interim Report 2017
—T— L ERHEE

Condensed Consolidated B eEEREMSE
Statement of Profit or Loss and MHW&EF
Other Comprehensive Income

For the six months ended 30 June 2017 BE—_ZT—+FA=1tHI/NEAA

Six months ended 30 June
BZEASA=1+HIEAAEA

2017 2016
—E—+tF —E—RF
HK$ HKS$
BT BIT
(Unaudited) (Unaudited)
(RIEER) (REeEZ)
Revenue U as 7,020,868 8,524,044
Operating lease expenses KEHERY (7,401,888) (5,793,811)
Depreciation of property, Wz - BE &
plant and equipment BT E (1,733,085) (1,161,073
Amortisation of other asset Hh & A (960,000) -
Employee benefit expenses EERAMNFEX (11,561,573) (9,622,464)
Utilities N:E i (463,627) (634,424)
Other operating expenses Efth @R (5,035,936) (9,288,486)
Written off of prepaid operating MEHTARN S EHE
leases - (9,256,946)
Provision of other receivables Hth EURIB R - (18,700,000)
Written off of property, WEEYIE - B MR
plant and equipment - (29,846,967)
Other income EAb YA 75,797 1,033,530
Operating loss EEEE (20,059,444) (74,746,597)
Finance costs B A AR (4,018,941) (596,170)
Loss before tax RREL AT 18 (24,078,385) (75,342,767)
Income tax expenses FisfiA Y (415,473) —
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Condensed Consolidated EHsEEREREME

Statement of Profit or Loss and HWERER @
Other Comprehensive Income conivey
For the six months ended 30 June 2017 BE—ZT—+FA=1+HIt;NEA

Six months ended 30 June
BZEASA=1+HIEAAEA

2017 2016
—E—+tfF —E—RF
Notes HK$ HK$
FaE BT BT
(Unaudited) (Unaudited)
(REER) (REgsEZ)
Loss for the period attributable Z<2 T#H& A
to owners of the Company EEEAEER 8 (24,493,858) (75,342,767)
Other comprehensive income: Hth 2 MU :
Items that may be reclassified AJREERT 7 HE
to profit or loss: EBmoIEA -
Exchange differences on translating & /&5 % 7%
foreign operations EACIENZRE 313,649 130,516
Other comprehensive income BN Efth 2 GG
for the period, net of tax FRvi1& 313,649 130,516
Total comprehensive loss KARHEE AE
for the period attributable to HEANERE
owners of the Company [E5i8 48 RE (24,180,209) (75,212,251)
Loss per share SREE 10
Basic and diluted AEXRREE

(Hong Kong cents) (AL (6.22) (19.15)
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- AN B§
Condensed Consolidated RS AR R R
Statement of Financial Position
As at 30 June 2017 R=_ZF—tFA=1H
30 June 31 December
2017 2016
—E—+F T
ANA=+H +ZA=+—8H
Notes HK$ HK$
B BT BT
(Unaudited) (Audited)
(REEX) (&%)
Non-current assets FRBEE
Property, plant and equipment VI - RE MR 11 14,638,801 9,167,109
Deposits B 12 23,988,000 23,988,000
Rental deposits HEZe 12 3,350,606 3,241,518
Prepayment and other receivables  FEA~ kI8 Kz £ b fE U 508 12 800,000 7,180,044
Other asset Hith&EE 1,440,000 2,400,000
Deferred income tax assets FIEFTSTEE 3,187,371 3,187,371
47,404,778 49,164,042
Current assets REEE
Trade receivables FEUBR TR 13 74,397 64,555
Prepayments, deposits and TBNFIE  Ze Rk
other receivables H A fEUGRIA 12 2,733,462 21,762,008
Bank and cash balances R1T MR B 5 9,674,712 10,100,000
12,482,571 31,926,563
Current liabilities REEE
Convertible bonds AR ES 14 53,705,927 53,152,913
Trade and other payables JE 1T B R % L Ath FE A< SR IE 15 6,230,596 9,796,604
Current income tax liabilities EHFSHARE 1,468,597 1,518,650
Provision for asset retirement MEEEERREE 659,645 659,645

62,064,765 65,127,812




10

Legend Strategy International Holdings Group Company Limited
tha Bl R AR A PR A Al

Condensed Consolidated LRSS b S

Statement of Financial Position

(Continued)
As at 30 June 2017 R=_ZF—tFA=1H
30 June 31 December
2017 2016
—E—+tF —EB—RF
NA=+tH +=-A=+—8H
Notes HK$ HK$
MI5E BT BT
(Unaudited) (Audited)
(REEZR) (F85E%)
Net current liabilities BEREEE (49,582,194) (33,201,249)
Total assets less current EEHABRRBARS
liabilities (2,177,416) 15,962,793
Non-current liabilities FkRBEE
Provision for asset retirement WMEEE EE RS 3,135,871 3,135,871
Borrowing EE 16 6,040,000 =
9,175,871 3,135,871
NET (LIABILITIES)/ASSETS (BEFH) EEFE (11,353,287) 12,826,922
Capital and reserves attributable 22 F)#HAG A
to the owners of the Company  FE{EEA R #E
Share capital N 3,935,250 3,935,250
Reserves it (15,288,537) 8,891,672
TOTAL (DEFICIT)/EQUITY (B4t) R4 (11,353,287) 12,826,922
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Condensed Consolidated EHRGES RS ER
Statement of Changes in Equity
For the six months ended 30 June 2017 HE-Z—+F~A=1+HI;~NEAR

Attributable to owners of the Company

LN N
Convertible
Share Share  Exchange  Statutory honds equity Other Shareholder's Accumulated
capital  premium reserve reserve reserve reserve  contributions losses Total
TERES

Bx  RHEE  EXBE  ERRRE  BERE  REBR  RREE ZIER ug
HKS HK$ HKS HK$ HKS HKS HK$ HKS HKS
i o i AT AT o 7 o 7

A1 January 2016 (Auoited)  A=E-~E-F-B(EEH) 393,250 204604080 2373730 1742763 — 80010 20751004 (134,149,267 107,367,690
Total comprehensiveloss ~ HR2ABIEEE

forthe perod = - 151 = = - — (1532767  (75212251)
Issue of convertblebonds BT ARESR - - - - 4385000 - - - 4385000
Issue cost of convertble bonds AT AT ERE A - - - - (83,549) - - - (83,548)

At30June 2016 (Unauoited)  R=E-~ERA=TH
(REEH) 393,200 204604080 2504246 1742763 4301492 8020110 20,751,024 (209.492,034) 36,456,931

A January 2017 (Auted)  R=E—+E—A—B(L2f) 3,935,250 204,694,080 1,820,708 1,742,763 4301492 8,020,110 20,751,024 (232,438,500) 12,826,922
Tote comprehensieloss  BAZABIELS
for the period - - 313,649 - - - - (24493,85) (24,180,209)

A 30June 2017 (Unauoited)  H=F—tFAA=TH
(RE2R) 3035250 204604080 2134352 1742763 4301492 8020110 20751024 (256,932358) (11,353,261)
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Condensed Consolidated HAGEHRERER
Statement of Cash Flows
For the six months ended 30 June 2017 HE-ZE—+tFEXA=1THINEA

Six months ended 30 June
BZEARA=1THLAKEA

2017 2016
—E—+F —E—RF
HK$ HK$
BT BIT
(Unaudited) (Unaudited)
(REBEZR) (REEZEZ)
NET CASH USED IN OPERATING ACTIVITIES R TRENFT IR & F 5 (20,931,635) (61,884,031)
CASH FLOWS FROM INVESTING ACTIVITIES KHEEHELENHESRE
Deposit paid for proposed acquisition of a hotel ~ ZZWIE—REE 2 EfTize - (23,988,000)
Refundable deposit received from BEEE 2 BERARIBIES
enhancements of hotels 21,000,000 —
Other investing activities H Mg & EE (2,628,663) (2,588,714)
Purchases of property, plant and equipment BEMZE - BE M&HE (5,968) —
NET CASH GENERATED FROM/ (USED IN) W& EBFS, (FTH)
INVESTING ACTIVITIES RE 55 18,365,369 (26,576,714)
CASH FLOWS FROM FINANCING ACTMITIES ~ BB GBEANRSME
Prepayment for convertible bonds interest BETREESRFE (4,080,000) —
Net proceeds from issue of convertible bonds MEITIRRES
Z TS EIBF 5 - 50,000,000
Net proceeds from borrowing B2 FTSF0E 558 6,000,000 —
NET CASH GENERATED FROM FINANCING BEEBASMNIR S FRE
ACTIVITIES 1,920,000 50,000,000
NET DECREASE IN CASH AND ReRREEEY
CASH EQUIVALENTS B ERE (646,266) (38,460,745)
CASH AND CASH EQUIVALENTS HYRIRE &
AT BEGINNING OF PERIOD HeZEEY 10,100,000 47,612,022
EFFECT OF FOREIGN EXCHANGE SNDE DB R B o2
RATE CHANGES 220,978 420,525

CASH AND CASH EQUIVALENTS AT END OF HREIR € MR ©
PERIOD, REPRESENTED BY EEY - 45
Bank and cash balances RITRIRE LA 9,674,712 9,571,802




Notes to the Condensed
Financial Statements

For the six months ended 30 June 2017

1.

GENERAL INFORMATION

The Company was incorporated in the Cayman Islands with limited liability.
The address of its registered office is Cricket Square, Hutchins Drive, P.O.
Box 2681, Grand Cayman, KY1-1111, Cayman Islands. The address of
its principal place of business is Room 3006-10, 30/F., China Resources
Building, 26 Harbour Road, Wanchai, Hong Kong. The Company’s shares
are listed on the Main Board of The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”).

The Company is an investment holding company. The Group is principally
engaged in the budget hotel operations in the People’s Republic of China
(the “PRC”) and provision of financial services.

GOING CONCERN

During the six months ended 30 June 2017, the Group incurred a
loss of HK$24,493,858. As at 30 June 2017, the Group’s net current
liabilities, net liabilities and bank and cash balance were HK$49,582,194,
HK$11,353,287 and HK$9,674,712 respectively. The substantial
shareholder, Mr. Ding Yifan, has agreed to provide adequate funds for the
Group to meet its liabilities as they fall due.

After the end of the reporting period, the Company’s controlling
owner, China Medical Overseas Limited, has advanced an unsecured
shareholder’s loan (“Shareholder’s loan”) in the amount of HK$5,500,000 to
the Company which is on normal commercial terms or better to the Group.
Such shareholder’s loan is for a term of 3 years and carries interest at the
rate of 8% per annum. Moreover, on top of the above Shareholder’s loan,
China Medical Overseas Limited has also made available a credit facility up
to the amount of HK$20,000,000 to the Company under substantially the
same terms with the Shareholder’s loan which the Company may request
for drawdown at any time prior to 31 March 2018.

In order to improve the Group’s operating performance and alleviate its
liquidity risk, management is implementing measures to control costs and
contain capital expenditures. Further investments in hotel operations will be
made only when the Group has sufficient financial resources after meeting
its day-to-day working capital and other capital commitment requirements.

The Company'’s directors have reviewed the Group’s cash flow projections.
The cash flow projections cover a period of twelve months from 30 June
2017. In the opinion of the directors, based on these cash flow projections
and in light of the above, the Group will have sufficient financial resources
in the coming twelve months to meet its financial obligations as and when
they fall due. Accordingly, the directors are satisfied that it is appropriate to
prepare the condensed financial statements on a going concern basis.
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follows:

3. BASIS OF PREPARATION IRBE A
These condensed financial statements have been prepared in accordance ZE PR BHRETIIEE /%QquEﬂi"A(Fi?/a
with Hong Kong Accounting Standard 34 “Interim Financial Reporting” *‘fEﬂi"ﬁDﬁﬁﬁ‘EZ? REEETHERIZE 345 [
issued by the Hong Kong Institute of Certified Public Accountants (the Hﬂﬁﬁ&iﬁij KBk A2 B %Lm%ﬁ B3R 2 i#
“HKICPA”) and the applicable disclosures required by the Rules Governing RA#EERTEmRR -
the Listing of Securities on the Stock Exchange.
These condensed financial statements should be read in conjunction ZEMPNBREREE T NFFEUBR
with the 2016 annual financial statements. The accounting policies and iE—ﬁﬁeTt o MM ZEMAM B HREREFE AL
methods of computation used in the preparation of these condensed SRR MTE S FEEE T —RNE+ A
financial statements are consistent with those used in the annual financial f‘f' HIFFENFEMSRERMEAE B -
statements for the year ended 31 December 2016.

4. ADOPTION OF NEW AND REVISED HONG KONG FINANCIAL RN REIETT N B BT SREZER
REPORTING STANDARDS
In the current period, the Group has adopted all the new and revised Hong RAEME - AEBERAT BT ASHM
Kong Financial Reporting Standards (“HKFRSs”) issued by the HKICPA that MHEECLEEEER-_Z—tF—A—HEEZ
are relevant to its operations and effective for its accounting year beginning BEEEARN 2 I KRBT B BY
on 1 January 2017. HKFRSs comprise Hong Kong Financial Reporting R ([ BBMBHEER ) - EEMER
Standards; Hong Kong Accounting Standards; and Interpretations. The HEABFEABVHREER - BESEEL
adoption of these new and revised HKFRSs did not result in significant & R o IR LT RABET BB 5 R
changes to the Group’s accounting policies, presentation of the Group’s SEAEARER 2 SEEER - AEBER AR
financial statements and amounts reported for the current period and prior KBAFFENMBREES RATHRE S BEIE
years. BATE -
The Group has not applied the new and revised HKFRSs that have been A& BN R B AR A R A TR R AL
issued but are not yet effective. The Group has already commenced an B EAMBRELER - XREBERK E%J:TEZ
assessment of the impact of these new and revised HKFRSs but is not yet SR RERT BB RE LR E
in a position to state whether these new and revised HKFRSs would have W R BEFE UL EFTE] RCIERT BB Hﬁ%#ﬁi—iﬁ‘J
a material impact on its results of operations and financial position. = Tﬁ‘ﬁﬁi& SRBERMBRREEEATE

BRER

5. SEGMENT INFORMATION DEEHR

The segment information for the reportable segment for the period is as B - A 2WHEH D HBERETIT

Hotel Financial
operations services Total
EIEEE SRR FEtc)
HKS$ HK$ HK$
BT BIT &I
(Unaudited) (Unaudited) (Unaudited)
(REEEZ) (REEEZ) (REEEZ)
Six months ended 30 June 2017: BE—F—+FE~NA=1H
LENTEA
Revenue from external customers REINREF 2 W= 7,020,868 - 7,020,868
Segment loss SIS (2,063,996) (327,480) (2,391,476)
Six months ended 30 June 2016: HE—F—NFNNA=FH
LEN1EA -
Revenue from external customers REAINRE P 2 Wam 8,624,044 = 8,624,044
Segment loss D EbEE (58,510,429) - (58,510,429)
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5. SEGMENT INFORMATION (Continued) 5. oHERE)
A reconciliation of segment resullts to loss before income tax is provided as D EBEAE BEBRFTIS TR AT 1R < BREDIA T -
follows:

Six months ended 30 June

BEAA=THILAEAR

2017 2016
—E—+tF —ERF
HK$ HK$
BT BT
(Unaudited) (Unaudited)
(REEX) (REEEZ)
Total loss of reportable segments Al 2D PEHERTE (2,391,476) (58,510,429)
Unallocated corporate expenses, net RO FEE (17,669,678) (16,238,519)
Finance income A& YA 1,710 2,351
Finance costs TN (4,018,941) (596,170)
Loss before tax for the period HRRIBR B B 518 (24,078,385) (75,342,767)
6. FINANCE COSTS 6. BEKE
Six months ended 30 June
BZEANA=1THIEAEA
2017 2016
—B—+HF —T—RF
HK$ HKS
BT &I
(Unaudited) (Unaudited)
(REEZX) (REEEZ)
Finance cost on asset retirement wEEEERRERD
obligations BRE AR - 92,018
Interest on borrowing BERE 40,000 =
Imputed interest costs on convertible notes B ¥ A% & % & 57 A1 S5k 2K 4,633,014 504,152
4,673,014 596,170
Amount capitalised BENbE5E (654,073) —

4,018,941 596,170
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7.

INCOME TAX EXPENSES 7. B
Six months ended 30 June
BEXA=tHLXEAR
2017 2016
—Z—tF —T—RF
HK$ HK$
BT I
(Unaudited) (Unaudited)
(REER) (REE=HEZ)
Current tax — Hong Kong BEARIE—F - =
Under-provision in prior years BAEFERBTR 415,473 —
415,473 —
Hong Kong profits tax is provided at a rate of 16.5% (Six months ended BB F 13 B4R B A il 51 B SR B 0m B DAY &
30 June 2016:16.5%) on the estimated assessable profits for the period. 16.5% (HEZ T —R"FANA=THIEANHEA :
No provision for Hong Kong profits tax since the Group has no assessable 16.5%) s el - BN AEBREBAALELES
profit in Hong Kong during the period (Six months ended 30 June 2016: BEEERPRS - U ERBBFEHETR
HKS$Nil). B EEZZ—"FNA=THILEAER : Z
BT °
The PRC corporate income tax is provided at the rate of 25% (Six months BN PR EMERIRNE2% (2T
ended 30 June 2016: 25%) for the period. No provision for PRC enterprise —NFARA=ZTRIESRER : 25%) 5T -
income tax since the Group has no assessable profit in the PRC during the AR AS B R A &L R EEERTE
period (Six months ended 30 June 2016: HK$NIl). A - SRR B TS BRI E (B2
T—XENA=ZTHIEAER : TET) °
LOSS FOR THE PERIOD 8. HnEE

The Group’s loss for the period is arrived at after (crediting)/charging:

AEB AR TE (GIA) R T 5B E

25

Six months ended 30 June
BEANA=1THLAEA

2017 2016
—E—+tF —E—RF
HK$ HK$
BT BT
(Unaudited) (Unaudited)
(REER) (REEEZ)
Gain on disposal of property, HEYIZE - R R WS
plant and equipment - (611)
Written off of prepaid operating lease WA ERE
(Note 1) (Pf3E1) - 9,256,946
Provision of other receivables b FENGRIE B S - 18,700,000
Written off of rental deposit* WEEHERS - 520,852
Written off of property, WY - BB KRR
plant and equipment (Note 2) =) - 29,846,967
Directors’ remuneration B 4,612,223 1,058,000




10.

11.

LOSS FOR THE PERIOD (Continued)

Note:

1.

During the six months ended 30 June 2016, the written off of
prepaid operating lease of HK$9,256,946 mainly represented written
off as a result of the termination of a hotel.

During the six months ended 30 June 2016, construction in progress
of HK$29,846,967 were written off as a result of the termination of
development of two hotels.

This item is included in “Other operating expenses” of the
condensed consolidated statement of profit or loss.

DIVIDENDS

The Directors do not recommend the payment of an interim dividend for
the six months ended 30 June 2017 (Six months ended 30 June 2016:
HKS$NIil).

LOSS PER SHARE

(@)

Basic loss per share

The calculation of basic loss per share attributable to owners of the
Company is based on the loss for the period attributable to owners
of the Company of approximately HK$24,493,858 (Six months
ended 30 June 2016: HK$75,342,767) and the weighted average
number of ordinary shares of 393,525,000 (Six months ended 30
June 2016: 393,525,000) in issue during the period.

Diluted loss per share
There was no dilutive potential ordinary shares outstanding for the

period (Six months ended 30 June 2016: nil). Accordingly, the diluted
loss per share is same as basic loss per share for both periods.

PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2017, the Group acquired property,
plant and equipment of approximately HK$7,040,085 (Six months ended
30 June 2016: HK$1,156,044).

10.

11.
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P ()

MHH

BIRE -

1. BE_ZT—XEA=1+BI~EAR
MEETE A & E 9,256,046 /B L B1E
E 4% 1 E— R 5 s A FR0A ©

2. HE-_ZT—XRFXA=+HLAXMEA "
R 4R E 2R M DB R M EE TR
29,846,967 /BT °

* ZRBFFABRFaRERZ [Hibge
Fx] o

35
REZE-F—tFA=tHLERER ==

BESERIR N EM RS (BEZT—RFX

A=+HIEXER - TET) -

BRER

(@ BREFREE
RAFEEANELEBRARBENE

E%EAZIS AMEA AEMGEBABELY
24,493,858 BT (BEZE =T — /¥~ A
=+HI1ENER ¢ 75,342,767 7T ) N HB
B 21T AR hnAE 19 £ 393,525,000
BBEEZZE—XR"EFAA=+HLAAE
A : 393,525,000 %) °

(b) EREEER

HR - AREWEE BITEEEEER
RBE-_F—RNFNA=+HLKNHE
H &) o Bt - M ESEZ s
BREFGRERERER -

% BERRE

%i—? ‘tﬁz/\ﬁ +E|ﬂ:/\1.ﬂ Z’S%.
BEWE  BE&ZHEL7,040,085 5L (B E
ZE—RERNA=THIEANEAR (1,156,044 7
JC) °
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12. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES 12. FANRE REREMMEKRFIE
The amounts of prepayments, deposits and other receivables are analysed TERRIE « e REMBYGRIBO AT
as follows:
30 June 31 December
2017 2016
—E—+F —T—REF
AA=1+H +=—A=+—8H
Notes HK$ HK$
FisE BT BT
(Unaudited) (Audited)
(REER) (Fe&%)
Non-current portion FREED
Deposit for acquisition of a hotel W —RRIE 2 1RS (@) 23,988,000 23,988,000
Rental deposits HE%e 3,350,606 3,241,518
Prepayment and other receivables TEA FRIE & EL At B U R IE (o) 800,000 7,180,044
28,138,606 34,409,562
Current portion BB
Prepayments and deposit paid FENFERENES 104,799 762,008
Other receivables Hofth e U x0E (©) 2,628,663 21,000,000
2,733,462 21,762,008
30,872,068 56,171,570
Notes BeE
(@  This represented deposit paid for proposed acquisition of 51% (@) HEAREBUE AL %ER
interest in a hotel. 2 o
(b)  The amount of HK$800,000 (2016: HK$7,180,044) represented the (o) 800,000/ jL( =% — 7<% : 7,180,044
payments for enhancements for the PRC budget hotels. PEIT) REL R B EEDEE 2 208
© As at 31 December 2016, the amount of HK$21,000,000 © MZE-—R"RE+=—A=+—8"

represented refundable deposits paid for leasehold improvement
which has been refunded during the six months ended 30 June
2017.

21,000,0008 L AR A EMEEE B
WARERS  BEREBE—_ZT—+F
NAZTBIENER BRERE o
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TRADE RECEIVABLES 13. EWERR
The majority of the Group’s revenue from hotel operations are made via ALBE RSB G EBAEARIREE
credit cards or cash. Hotel rooms are rented to corporate customers with o AEEAREARHEEERHNEERFPIR
an appropriate credit history on credit terms of 30 days. H=E=t+RNBEREHEEERH -
The aging analysis of trade receivables, based on the invoice date, and net FEUBR FRE P 3= A HR (L HNBR B ) A BRER
of allowance, is as follows: T :
30 June 31 December
2017 2016
—E—+tF —T—RF
ANA=+H +—A=+—H
HK$ HK$
BT PETT
(Unaudited) (Audited)
(REER) (FeE%)
Neither past due nor impaired e HA R (E 47,766 46,750
0-30 days past due BHI0E 30K 1,992 1,017
31-60 days past due #HI31 Z 60K 1,374 848
61-90 days past due #HI61 290K 1,234 —
91-120 days past due BWEI1 E 120K - 431
121-365 days past due AHf121 £ 365K 22,031 15,509
26,631 17,805
74,397 64,555
CONVERTIBLE BONDS 14. TABRES
The convertible bonds (the “Bonds”) were issued on 14 June 2016. The RRABRZE—RNFEANATHEBZETARRE

Bonds were extended for one year on 14 June 2017 (the original due date
of the Bonds) to 14 June 2018. The Bonds are convertible into ordinary
shares of the Company at any time between the date of renewal of the
Bonds and the business day immediately prior to the maturity date (i.e. one
year from the date of renewal of the Bonds or if such date is not a business
day the next business day). The face value of the Bonds is HK$51,000,000.
The Bonds are convertible to 54,838,708 shares per HK$0.93 bond. The
extension of the Bonds does not have dilute effect on loss per share.

If the Bonds have not been converted, the Company will pay to the holders
of the Bonds an amount equal to the aggregate of (i) 100% of the principal
amount of the Bonds outstanding; (ii) interest accrued and outstanding
pursuant to terms and conditions of the Bonds; and (iii) a premium of 7%
per annum of the principal amount of the Bonds outstanding. Interest of
8 per cent will be paid annually up until that the business day immediately
prior to the maturity date (i.e. one year from the renewal date of the Bonds
or if such date is not a business day, the next business day), which the first
year interest has been paid.

If the maturity date is extended or postponed pursuant to the terms and
conditions of the Bonds, upon maturity of the Bonds on such extended
maturity date, the Company will pay to the holders of the Bonds an amount
equal to the aggregate of () 100% of the principal amount of the Bonds
outstanding; (i) interest accrued and outstanding pursuant to the terms
and conditions of the Bonds; and (jii) a premium of 15% of the principal
amount of the Bonds outstanding.

H([EHF]) - EBHFE-ZT—tF A TMAE (&
SRIAPA)ER—FE-_Z—\FNRATH
- @5ARNEFEERSERERSARZ
LR (AMESES ARt —F o fiax B Y
JEEER - AT —(E4 %8 ) BERERAERNA]
2 ERE - E5MEEA51,000,00087T © EFH
AR E D ES 0.93 8 T A 54,838,708 A%
- ERESHEREBESEETE -

ffEHAREE SR - ARFBRESFHE AN
HERATEBEMZ 5 ((ESREER
SFEZ100% : (i) iR1R EFH B IR R G4 2 &
AT RALAFIE  RVEHFREENSB T
FT7%mE - 8% ZFBHIEFELT EEEE
BB ATz &% A (AMESEE A B —F%
Wz BEIIEL % H - BTN —EAL%¥R) A1E
HAEIHE—FHNFE -

22 B AR R B A IR R G R S i
ESRA BREEE B A B HRS - A AR R
BEEFAEANEERATZHANZ 25 -
(VEFAREERARDTEZ 100% ; (i) RIEEF A
PN 2 et BRI RIS ¢ R (i) (R AR ME
BATHLZ15% i (E °
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14. CONVERTIBLE BONDS (Continued) 14. TRBES(F)
The movement of the liability component of the Bonds for the period ended BEFEEDRIREBEE_T—tFA=THL
30 June 2017 is set out below: HFENEBHINAT
HK$
PETT
Liability component at 31 December 2016 RZE—R"F+=A=+—H
and 1 January 2017 (audited) E=ZT—tF-A—AZAEDBD (KFZ) 53,152,913
Interest charged (Note 6) MBS (HfFE6) 4,633,014
Interest paid B FE, (4,080,000)
Liability component at 30 June 2017 (unaudited) R-Z—+tFA=+HZBEIHD (REFEZX) 53,705,927
The interest charged for the year is calculated by applying an effective REEBEHH Z2HEX Hj TR & m *'J
interest rate of 14.88 per cent (31 December 2016: 22.88 per cent) to the E1488%(ZFE—~"F+=ZA=+—
liability component. 22.88%)5TH ©
Mr. Ding Yifan, the controlling shareholder of the Company, guaranteed the ARATHERIRE T — LEEER - AARIRE
due payment of all sums to be payable by the Company under the terms BEH 2 R MG RABIE T — e EER A&
and conditions of the Bonds and pursuant to a personal guarantee given AERZAZ A E NI FAERIE
by Mr. Ding Yifan.
15. TRADE AND OTHER PAYABLES 15. EERZRREAENK
30 June 31 December
2017 2016
—E2—+tHF —T—RF
~A=+H +=A=+—8H
HK$ HKS$
BT BT
(Unaudited) (Audited)
(REER) (F&%)
Trade payables FETERIR 146,656 218,855
Accruals and other payables FEETIE B RE M ER I 6,083,940 9,577,749
6,230,596 9,796,604
The aging analysis of trade payables, based on the date of receipt of goods FERBRREREWRE R R B BRERER D AT
or services, is as follows: LU
30 June 31 December
2017 2016
—E—tF —E—RF
AA=1+H +=ZA=+—8H
HK$ HK$
BT Vom
(Unaudited) (Audited)
(REERX) (K&E==%)
0-30 days 0&E 30K 114,105 155,256
31-60 days 31 260X 30,250 34,054
61-90 days 61 290K - 10,669
Over 90 days BB 90K 2,301 18,876

146,656 218,855




16.

17.

18.

19.

20.

BORROWING

As at 30 June 2017, the Group has a borrowing of HK$6,040,000 from
China Medical Overseas Limited which is controlled by Mr. Ding Yifan,
the substantial shareholder of the Company. The borrowing is unsecured,
interest bearing of 8% per annum and repayable on 1 June 2020.

CONTINGENT LIABILITIES

The Group did not have any significant contingent liabilities at 30 June
2017 (At 31 December 2016: HKS$NI).

CAPITAL COMMITMENTS

The Group did not have any capital commitments at 30 June 2017 (At 31
December 2016: HK$NIl).

EVENTS AFTER THE REPORTING PERIOD

After the end of the reporting period, the Company’s controlling
owner, China Medical Overseas Limited, has advanced an unsecured
shareholder’s loan (“Shareholder’s loan”) in the amount of HK$5,500,000 to
the Company which is on normal commercial terms or better to the Group.
Such shareholder’s loan is for a term of 3 years and carries interest at the
rate of 8% per annum. Moreover, on top of the above Shareholder’s loan,
China Medical Overseas Limited has also made available a credit facility up
to the amount of HK$20,000,000 to the Company under substantially the
same terms with the Shareholder’s loan which the Company may request
for drawdown at any time prior to 31 March 2018.

APPROVAL OF THE INTERIM FINANCIAL STATEMENTS

The condensed financial statements were approved and authorised for
issue by the Board of Directors on 29 August 2017.

16.

17.

18.

19.

20.
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Management Discussion and
Analysis

BUSINESS AND OPERATIONAL REVIEW

The Group is principally engaged in budget hotel operations. For the six
months ended 30 June 2017, the Group has 3 leased-and-operated
hotels under operation. Apart from hotel operations business, the Group
is also developing comprehensive licensed financial services and asset
management business in line with our existing development strategy.

HOTEL OPERATIONS BUSINESS

Revenue from hotel operations mainly included the sales of hotel rooms
and hotel membership cards. Revenue was HK$7,020,868 during the
six months ended 30 June 2017, representing a decrease of 17.6%
as compared with revenue of HK$8,524,044 for the same period of
the last financial year. The decrease in revenue was mainly due to the
hotel renovation carried out by the Group during the period, resulting in
a decrease in the number of available rooms and occupancy rate. The
renovation is expected to be gradually completed in the third quarter of
this year, by then revenue from hotel operations will increase with the
gradual recovery in the number of available rooms, improvement in room
services and adjustment in room rates.

On the other hand, in last financial year, as mentioned in the Company’s
announcements dated 21 April 2016 and 20 October 2016 respectively,
the Group has entered into a memorandum of understanding in relation
to the proposed acquisition of 51% interests in a five star hotel which is
located in Sichuan Province, the PRC. This potential acquisition will be
in line with the Group’s intention to achieve breakthroughs in the long
term depression of budget hotel business and eventually bring returns
to shareholders, in the event it materializes. As at the end of this period,
the Group is still in negotiation on the proposed acquisition and no
legally binding agreement has been entered into. Should there be further
progress, the Group will release announcement thereon as and when
appropriate.

The Group will continue to look for investment and enhancement
opportunities and explore new high-class hotel business in the PRC,
Hong Kong or overseas, so as to optimize the overall hotel assets
structure and profile and improve efficiency.

BERBNWR D

B REEDRE

AEETERERLELNEEZE - B2 _F
—tFRA=ZTBELEAREA  AEEHFE=X
LEPZHELLBE - B MEERAN
BRI BRTEEZEXY  AREGIER
BHREEREBMEETLES -

RS ERY

BEEEZNEFERREEEREERE MBS
@8fzWHE BE-_T—tFA=1tHIE
NEA - WzE A 7,020,868 8 7T 0 B _E A A
[E[FEA 8,524,044 BT & 17.6% © Yz TFEHY
FERARAEERBREARBERHTE
SHHAEMESEMAERRE - B BITE
FESFE=FRBRE L TR  BREEEE
PHEHHEENE LB - BEREHEEA
EEMNTFE  BEEEWSER B TR -

SN R E—HBFE - A AE BB 5
BZE—ARNFNAZF+—HEZZ—XFT+A
ZTRZAGHM - AEBEE L — DR E
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ZHEFBIENS1%ER o I8 B E W E (K
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FEHEERNR N 2% - EBBEER - °%
Bl Rttt e ER A o

AEEREESKRERELKE  XRF
C BB RBIMNEIR FE = RS X 0 A
BREAEEEABIAS LRI EME -



HOTELS UNDER OPERATION
Nanshan Hotel

Nanshan Hotel is located at Nanshan Road with 192 rooms and is
a flagship hotel of the Group. It contributed most of the revenue of
the Group. For the six months ended 30 June 2017, the turnover of
Nanshan Hotel has decreased by approximately 14%. To some extent,
the decrease in turnover was attributable to the renovation works carried
out in Nanshan Hotel during the period, resulting in a decease in the
number of available rooms. As of 30 June 2017, approximately 90%
of the renovation has been completed. The Group believes Nanshan
Hotel’s interiors will be significantly improved after the completion of its
renovation and its service quality will be also upgraded, thus this would
attract more customers and bring greater revenue to the Group.

Luohu Hotel

Luohu Hotel is located at the thriving financial center of Luohu District
in Shenzhen, which enjoys convenient transport access (only about
5 minutes’ drive to Luohu Checkpoint and Convention and Exhibition
Center). Turnover decreased by approximately 11% during the period
in Luohu hotel, which was due to the major part of its revenue being
based on domestic travellers making short trips to Hong Kong while
the implementation of one-visit-one-week policy by the Hong Kong
Government has continuously cast adverse impacts on Luohu Hotel.
However, as the prime location of Luohu Hotel will provide us a good
customer base, the Group will actively review the business strategy and
policy of Luohu Hotel so as to achieve breakeven as soon as possible.

Baoan Hotel

Baoan Hotel is located in Baoan District of Shenzhen, which, on a
geographical and environmental basis, is situated at a less prime
location. For the six months ended 30 June 2017, its turnover decreased
by approximately 6.0% as compared with that of the last corresponding
period. In addition, as some new hotels nearby have been completed
and put into operation successively, the Group expects Baoan Hotel will
be faced with significant challenges in the foreseeable future. In view of
this, the Group also plans to arrange for the renovation of Baoan Hotel
after the completion of the renovation work of Nanshan Hotel, with a
view to improving competitiveness and bringing more favorable returns
for long-term investment.

FINANCIAL SERVICES AND ASSET
MANAGEMENT BUSINESS

The Group is actively developing the financial services and asset
management business to seize the respective promising business
opportunities, and to achieve the potential synergy of the hotel
operations and asset management business as soon as possible.
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After obtaining a Money Lenders Licence in November 2016, we have
submitted an application to the Securities and Futures Commission for
the licences of Type 1 (dealing in securities), Type 2 (dealing in futures
contracts) and Type 4 (advising on securities) regulated activities under
the Securities and Futures Ordinance (Cap 571 of the Laws of Hong
Kong) (“SFO”), which is still pending approval.

Moreover, the Group is now proactively seeking to acquire suitable
financial institutions, asset or fund management corporations, with
a view to expanding the financial services segment of the Group. As
mentioned in the announcement dated 24 May 2017, the Group had
entered into a memorandum of understanding with a company in relation
to the proposed acquisition of two licensed corporations, which are
licensed to conduct Type 6 (advising on corporate finance) and Type 9
(asset management) regulated activities under the SFO respectively. This
potential acquisition will be in line with the Group’s intention to achieve
breakthroughs in the long term predicament faced by the budget hotel
business and eventually bring reasonable returns to the shareholders,
in the event it materializes. On 8 August 2017, Perfect Peace entered
into a sale and purchase agreement with, among others, ZhongHua
Financial Holdings Limited in relation to the purchase of the entire issued
share capital of ZhongHua Finance Asset Management Co., Limited,
a company incorporated in Hong Kong licensed to conduct Type 9
regulated activities under the SFO, subject to independent shareholders'
approval. Please refer to the announcement of the Company dated 8
August 2017 for further details.

FINANCIAL REVIEW

For the six months ended 30 June 2017, the Group recorded a
turnover of HK$7,020,868, compared with HK$8,524,044 for the
corresponding period in the last financial year, representing a decrease
of approximately 17.6%. The Group recorded a total comprehensive loss
of HK24,180,209 for the six months ended 30 June 2017 compared
with HK$75,212,251 for the same period of the last financial year,
representing a decrease of approximately 67.9%.
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The following table shows the key information of the total of the Group’s
leased-and-operated hotels for the six months ended 30 June 2016 and
2017.
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For six months ended 30 June
BZEARA=1+HLAKEA

2017 2016

—E—+F —E—RF

Total available room nights EaHEEERE 49,228 56,371
Occupancy rate AfF =R 67.1% 73.5%
ARR* (RMB) FHEER (AR 193.6 175.1
RevPAR* (RMB) FHEEREERAY (AR 129.8 128.7

ARR: the average room revenue of all hotels divided by the total occupied
room nights

# RevPAR: the average room revenue of all hotels divided by the total
available room nights

Operating Costs

The total operating costs increased by HK$655,851, or approximately
2.47%, from HK$26,500,258 for the last corresponding period to
HK$27,156,109 for the six months ended 30 June 2017. The Group
has adopted cost saving measures to lower the operating expenses,
this was offset by the increase in employee benefit expenses due to the
recruitment of more talents for the business development of the Group.
Operating lease expenses increased by HK$1,608,077, or approximately
17.7%, due to the reversal of the effective rental payable accrued for
previous years upon the termination of the leases in Buji Hotel and
Huizhou Hotel in last corresponding period.

The following table shows the total operating costs for the six months
ended 30 June 2016 and 2017:

. FHEME : AEEZ FEEREBARIAEA

Ex=T

t THSEAERRA  MABEZTHRERA
MR oA AT MR R A

R A

HE - ZT—+HF"A=Z+HIEAEA 2K
2 AN AR 2 F R 2 26,500,258 7 JT 15 N
655,851 7T 3 412.47% & 27,156,1093% JT °
REEDRIMK AT BEAR D EERT -
Mz ERERAASEMNAMKE - EEWR
PR ERAAREESEREREES
AA o & FE R 18 001,608,077 7 T sk £
17.7%  WIHBAREEZFRBEKIEEERS
JEFEMNE - AfmEEUAEENETERR
SFIBATSIER ©
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=+ RN ERZ B LA

For six months ended 30 June
HZEAA=1THILAEA

2017 2016

—E—+5F TE—XRF

HK$ HK$

BT BT

Operating lease expenses LEHERY 7,401,888 5,793,811
Depreciation of property, plant and equipment ME - BEMRETE 1,733,085 1,161,073
Employee benefit expenses EEEAHEZ 11,561,573 9,622,464
Utilities NGBS 463,627 634,424
Other operating expenses HE s 5,035,936 0,288,486
Amortisation of other assets HAth B = 5 960,000 —
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FINANCE COSTS

The finance costs increased by HK$3,422,771 to HK$4,018,941
as compared with the six months ended 30 June 2016. It mainly
represented the interest expenses for the convertible bonds and for the
shareholders' loan.

LIQUIDITY AND FINANCIAL RESOURCES

During the six months ended 30 June 2017, the Group mainly financed
its operations and expansion with its own working capital generated
internally and fund raising activities.

As at 30 June 2017, the Group had bank balances and cash of
HK$9,674,712 (31 December 2016: HK$10,100,000). Gearing ratio is
calculated as the amount of interest-bearing borrowings divided by total
equity. The gearing ratio as of 30 June 2017 is N/A (31 December 2016:
414.4%).

The Group was in net current liabilities and net liabilities position of
HK$49,582,194 and HK$11,353,287 respectively as at 30 June 2017.
The substantial shareholder, Mr. Ding Yifan has confirmed his intention to
provide continuing financial support to the Company to enable it to meet
its liabilities as and when they fall due and to enable to the Company
to continue its operations for the foreseeable future. Consequently, the
financial statements are prepared on a going concern basis.

After the end of the reporting period, the Company’s controlling
owner, China Medical Overseas Limited, has advanced an unsecured
shareholder’s loan (“Shareholder’s loan”) in the amount of HK$5,500,000
to the Company which is on normal commercial terms or better to the
Group. Such shareholder’s loan is for a term of 3 years and carries
interest at the rate of 8% per annum. Moreover, on top of the above
Shareholder’s loan, China Medical Overseas Limited has also made
available a credit facility up to the amount of HK$20,000,000 to the
Company under substantially the same terms with the Shareholder’s
loan which the Company may request for drawdown at any time prior to
31 March 2018.
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SIGNIFICANT INVESTMENT HELD, MATERIAL
ACQUISITIONS OR DISPOSALS OF
SUBSIDIARIES AND ASSOCIATES, AND FUTURE
PLANS FOR MATERIAL INVESTMENTS OR
CAPITAL ASSETS

As mentioned in the Company’s announcements dated 21 April 2016
and 20 October 2016 respectively, during the last financial year, the
Group has entered into a memorandum of understanding in relation to
the proposed acquisition of a 51% interests in a hotel located in Sichuan
Province, the PRC. The Group has made the first deposit payment of
approximately HK$23,988,000 in mid-May 2016. At the end of this
period, the Group is still in negotiation on the proposed acquisition, and
no legally binding agreement has been entered into.

Moreover, as mentioned in the Company’s announcement dated 24
May 2017, Perfect Peace Global Limited (“Perfect Peace”), which is a
wholly owned subsidiary of the Company, entered into a memorandum
of understanding in relation to the proposed acquisition (the “Proposed
Acquisition”) of two licensed corporations, which are licensed to conduct
Type 6 and Type 9 regulated activities under the Securities and Futures
Ordinance (Cap. 571, Laws of Hong Kong) (“SFO”) respectively.

The consideration of the proposed acquisition shall be satisfied
by issuance of new shares in the Company at an issue price to be
determined between the parties. On 8 August 2017, Perfect Peace
entered into a sale and purchase agreement with, among others,
ZhongHua Financial Holdings Limited in relation to the purchase of the
entire issued share capital of ZhongHua Finance Asset Management
Co., Limited, a company incorporated in Hong Kong licensed to conduct
Type 9 regulated activities under the SFO, subject to independent
shareholders' approval. Please refer to the announcement of the
Company dated 8 August 2017 for further details.

Save as disclosed above, there were no other material investment held,
acquisition or disposal made by the Group during the six months ended
30 June 2017.

FOREIGN EXCHANGE RISK

For the six months ended 30 June 2017, the Group’s majority of the
assets and liabilities, and income and expenses were denominated in
Renminbi and Hong Kong Dollar. The Group had no significant exposure
under foreign exchange contracts, interest, currency swaps or other
financial derivatives.
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CAPITAL STRUCTURE

There was no material change in the capital structure of the Group
during the six months ended 30 June 2017. The total number of the
issued shares of the Company was 393,525,000 as at 30 June 2017 (31
December 2016: 393,525,000).

DIVIDENDS

The Directors do not recommend the payment of an interim dividend in
respect of the six months ended 30 June 2017 (six months ended 30
June 2016: Nil).

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and
within the knowledge of the Directors, at least 25% of the Company’s
total issued share capital was held by the public as at the date of this
report.

EMPLOYEE AND REMUNERATION POLICIES

The Group had 61 employees (31 December 2016: 78 employees) as at
30 June 2017. Remuneration is determined by reference to market terms
and performance, qualifications and experience of individual employee.
Discretionary bonuses based on individual performance will be paid to
employees as recognition of and reward for their contributions. Other
benefits include contributions to retirement scheme.

CHARGES ON ASSETS

As at 30 June 2017, the Group did not have any charges on its assets
(81 December 2016: Nil).

CAPITAL COMMITMENTS AND CONTINGENT
LIABILITIES

As at 30 June 2017, the Group had no material contingent liabilities
(81 December 2016: Nil).
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OPERATING LEASE COMMITMENTS

As at 30 June 2017, the Group had total operating lease commitments
of approximately HK$25,045,244 (31 December 2016: HK$31,369,000).
The operating lease commitments are mainly related to the rental of
hotels premises for hotel operations and head office. For the six months
ended 30 June 2017, there was no significant movement in operating
lease contracts of the Group, and the operating lease commitments
decreased as they were fulfilled by operating lease expenses.

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

Neither the Company nor any of its subsidiaries had purchased, sold,
or redeemed any of the listed securities of the Company during the six
months ended 30 June 2017. For details of the amendment to the terms
and conditions of convertible bonds issued by the Company, please
refer to the announcements of the Company dated 14 June 2017 and
15 June 2017 respectively.

Neither the Company nor any of its subsidiaries had issued or granted
any convertible securities, options, warrants or similar rights or exercise
any conversion or subscription rights under any convertible securities,
options, warrants or similar rights during the six months ended 30 June
2017.

USE OF PROCEEDS IN FUND RAISING
ACTIVITIES

Pursuant to the open offer of the Company which had become
unconditional on 9 October 2015 (the “Open Offer”), the Company
had allotted and issued 78,704,999 shares at the subscription price
of HK$0.80 each, with the net proceeds raised being approximately
HK$63,000,000. The proceeds raised were expected to be applied as
investment funds and general working capital of the Group. As at 30
June 2017, the net proceeds from the Open Offer had been fully utilised.
The following table sets forth the application of the net proceeds from
the Open Offer:
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In addition, on 25 May 2016, the Company entered into a placing
agreement with Sheng Yuan Securities Limited (the “Placing Agent”),
pursuant to which the Company has conditionally agreed to issue and
the Placing Agent has conditionally agreed to procure, on a best effort
basis, not less than six placees to subscribe for the convertible bonds
with an aggregate principal amount of up to HK$51,000,000 at the
conversion price of HK$0.930 per share. The placing was completed on
14 June 2016. On 14 June 2017, the Company and all of the holders
of the convertible bonds have entered into a supplemental deed, such
that the outstanding principal amount of the convertible bonds shall be
automatically redeemed on the 2nd anniversary of the date of the issue
of the convertible bonds. The proceeds raised would be applied as
general working capital and used for the operation of the money lending
business of the Company until the Company has identified suitable
acquisition target(s). For details, please refer to the announcements
dated 25 May 2016, 14 June 2016, 13 February 2017, 14 June 2017
and 15 June 2017 of the Company respectively.

The following is a summary of the use of net proceeds from the placing
of convertible bonds amounting to approximately HK$50,000,000 (after
deduction of 2% for the commission for the placing agent):
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CORPORATE GOVERNANCE

The Company is committed to ensure a high standard of corporate
governance in the interests of the shareholders and devotes
considerable effort to maintain high level of business ethics and
corporate governance practices. The Company has complied with the
code provisions set out in the Corporate Governance Code (the “CG
Code”) contained in Appendix 14 to the Listing Rules throughout the six
months ended 30 June 2017, except for certain deviations as specified
with considered reasons for such deviations as explained below. The
Board will keep reviewing and updating such practices from time to time
to ensure compliance with legal and commercial standards.

Under Code Provision of A.2.1 of the CG Code, the roles of the
chairman of the Company (the “Chairman”) and chief executive officer
of the Company (the “Chief Executive Officer”) should be separated and
should not be performed by the same individual. The roles of Chairman
and Chief Executive Officer should be separated to ensure a clear
division between the Chairman’s responsibility to manage the Board and
the Chief Executive Officer’s responsibility to manage the Company’s
business. The separation ensures a balance of power and authority so
that power is not concentrated.

During the six months ended 30 June 2017, Mr. Wu Li Xin was the Chief
Executive Officer. His role is to oversee the overall management of the
Company.

During the six months ended 30 June 2017, the Company did not have
a Chairman.

The Board considers this arrangement allows contributions from all
Directors with different expertise and will not affect the continuity and
implementation of the Company’s policy and strategies and the interest
of the shareholders of the Company as a whole.

Nevertheless, the Company will look for suitable candidates to fill the role
of the Chairman and will make necessary arrangement pursuant to the
requirement under A.2.1 of CG Code as and when necessary.

The Board will continue to review the corporate governance status of
the Company from time to time and make necessary changes to comply
with the CG Code as and when considered appropriate.
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MODEL CODE FOR SECURITIES
TRANSACTIONS

The Group had adopted the Model Code for Securities Transactions
by Directors of Listed Issuers as set out in Appendix 10 to the Listing
Rules (the “Model Code”) as its own code of conduct for securities
transactions by the directors (the “Directors”) and relevant employees
who, because of office or employment, are likely to be in possession of
unpublished inside information in relation to the Company’s securities.
The Company had made specific enquiry to all the Directors and such
relevant employees and they confirmed compliance with the Model
Code throughout the period from 1 January 2017 to 30 June 2017.
No incident of non-compliance was noted by the Company during this
period.

AUDIT COMMITTEE REVIEW

The Group has an Audit Committee which was established for the
purposes of, among others, reviewing and providing supervision
over the Group’s financial reporting process, internal controls and
risk management system. The Audit Committee comprises three
Independent Non-executive Directors. Mr. Wong Yiu Kit Ernest is the
Chairman of the Audit Committee. The Audit Committee has reviewed
the accounting principles and policies adopted by the Group and has
discussed and reviewed the internal controls and financial reporting
matters of the Group, including the review of the unaudited consolidated
interim results of the Group and interim report of the Company for the six
months ended 30 June 2017, with the management of the Company.

REVIEW OF INTERIM RESULTS

The unaudited interim condensed consolidated financial information of
the Group for the six months ended 30 June 2017 has been reviewed by
ZHONGHUI ANDA CPA Limited, the auditor of the Company.

DIRECTORS’ INTEREST IN A COMPETING
BUSINESS

For the period ended 30 June 2017 and up to the date of this report,
the Directors are not aware of any business or interest of the Directors,
the management of the Company and their respective associates (as
defined under the Listing Rules) that compete or may compete with the
business of the Group and any other conflict of interest which any such
person has or may have with the Group.
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SHARE OPTION SCHEME

The Company had a share option scheme (“Scheme”) which was
adopted pursuant to a resolution of the sole shareholder passed on 22
June 2011 and adopted by a resolution of the Board on 22 June 2011.
The purpose of the Scheme was to attract, retain and motivate talented
participants to strive for future developments and expansion of the
Group. The Scheme shall be an incentive to encourage the participants
to perform their best in achieving the goals of the Group and allow the
participants to enjoy the results of the Company attained through their
efforts and contributions.

The Scheme became effective on 22 June 2011 and, unless otherwise
cancelled or amended, will remain in force for 10 years from the
adoption of the Scheme, the principal terms of which were summarized
in the paragraph headed “Share Option Scheme” in Appendix V to the
Company’s prospectus dated 30 June 2011 (the “Prospectus”).

During the six months period ended 30 June 2017, the Company has
not granted any share option under the Scheme. No share option under
this Scheme remains unexercised as at 1 January 2017 and 30 June
2017 (31 December 2016: Nil).

DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 30 June 2017, the interests and short positions of the Directors
and Chief Executive of the Company in the shares, underlying shares
and debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) which had been notified to
the Company and 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), or
which were recorded in the register required to be kept by the Company
pursuant to Section 352 of the SFO, or as otherwise notified to the
Company and the Stock Exchange pursuant to the HTHKH Securities
Code were as follows:
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Interests and short positions in the shares, underlying shares
and debentures of the Company

Long positions in the shares and underlying shares of the Company

REQXTRG - HEAROREEIZ ZER
&/ﬁF‘
R R GR 17 RABEER (7.2 4 &

Approximate

Directors Capacity Nature of Number of % of
E g% interests shares held shareholding
ERtE BERMEAE FRESNEI L
Dai Lifeng Beneficial owner Personal interest 8,060,000 2.05%
CIAVA<2 BEmEAA EARERS
Long positions in the shares and underlying shares of associated R IR ZZR (7 R AFRGR (7.2 4F &
corporations of the Company
Approximate
Directors Capacity Nature of Number of % of
ESES 514 interests shares held shareholding
EEHE BEROEE BRESOEIL
Huang Yun Beneficial owner Personal interest 5,000 10.00%
=E EmfaA EWNG 4

SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS
IN SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY

As at 30 June 2017, so far as is known to the Directors, the following
persons, (not being Directors or chief executive of the Company) had,
or were deemed to have, interests or short position in the Shares or
underlying Shares which would fall to be disclosed to the Company
under the provisions of Divisions 2 and 3 of Part XV of the SFO; or who is
directly or indirectly, to be interested in 5% or more of the nominal value
of any class of share capital carrying rights to vote in all circumstances at
general meetings of any member of the Group.

TEREREMA T RAD TR
- ARG R EEE RER %
=)

\

MEEHA R_ZT—+FA=1+TH AT
AT (WFEARBEFHFEZTHAR) RN
SRR PR MR R ERIRIEE S M
BIEMEXVEE2 MBI G AR AR A
BRENORRIORE  IREFEEIHEEENE
AEEAIER TR AEBEKE R RRRE
RE FREHREN B ERRRIRA B EET
B 5% A FEHER ©
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“E A FRERE

REQTRG ZHFR

Percentage of

Name Capacity Number of shares Shareholding
e EB g4 RBEE RETSLE
China Medical Overseas Limited Beneficial owner 201,503,082 51.20%
(formerly known as China Angel EnEEA
Investments Holding Limited)
(Note 1)
hERZIGINERAE (AIHE
HREIREIREZERARAF)
(B¥&E1)
Ding Yifan (Note 1) Interest in a controlled 201,503,082 51.20%
T—R(fFE1) incorporation
MR IEHER 2
Central China International Investment Person having a security 201,503,082 51.20%
Company Limited (Note 2) interest in Shares
FINBEIRIREBR A E (FeE2) RIRDERREER 2 AL
Central China Securities Co. Ltd. Interest in a controlled 201,503,082 51.20%
(Note 2) incorporation
PREBEFRDBRAE (HE2) MNEEHER 2
Central China International Financial Interest in a controlled 201,503,082 51.20%
Holdings Company Limited (Note 2) incorporation
NI e B A R A R (MtEE2) MNEIEHER 2
Lyu Na (Note 3) Interest of spouse 201,503,082 51.20%
= 7B (PR=E3) [y e
China Dragon Asia Champion Fund Investment manager 56,378,071 14.33%
Series SPC wEKE
Sheng Yuan Asset Management Limited  Investment manager 53,978,494 13.72%

(Note 4)
BREEEEARAR (Mz4)

REEE
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Note 1:

Note 2:

Note 3:

Note 4:

China Medical Overseas Limited is owned by Mr. Ding Yifan and
Mr. Huang Yun as to 90% and 10% equity interest respectively. Mr. Ding
Yifan was therefore deemed to have an interest in the shares which China
Medical Overseas Limited was interested (within the meaning of Part XV
of the SFO).

As at 30 June 2017, the 201,503,082 shares were subject to a share
charge executed by China Medical Overseas Limited (as charger) in
favour of Central China International Investment Company Limited (as
chargee).

Ms. Lyu Na, spouse of Mr. Ding Yifan, was deemed to be interested in
the 201,508,082 shares in which Mr. Ding Yifan is interested (within the
meaning of Part XV of the SFO).

As at 14 June 2016, Sheng Yuan Asset Management Limited being an
investment manager subscribed for certain interests in the bonds which
are convertible to 53,978,494 shares in the Company.

Save as disclosed above, as at 30 June 2017, the Directors were
not aware of any person (other than the Directors as disclosed in the
paragraph headed “Directors’ and Chief Executive’s Interest and Short
Positions in Shares, Underlying Shares and Debentures of the Company”
above) who had, or deemed to have, interests or short positions in the
shares, underlying shares or debentures 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 who were directly or indirectly interested
in 5 % or more of the nominal value of any class of share capital carrying
rights to vote in all circumstance at general meetings of any member of
the Group.

By Order of the Board

Legend Strategy International Holdings Group Company Limited
Huang Yun

Executive Director

Hong Kong, 29 August 2017

Miak1 . PEBBFINERATHT —AEERESE
S D RIER 90% 2 10% ke - Bt - T
— LW BN R EREFINEIRA R
BEmzBROTPHEEER(TRRELFNBE
EIEHIEXVER)

RZZ—+FA=1H - #%5%201,503,082
MR EREGIER AR (ERA)E
RERMNERREARRF FIRA) -

Mz -

T—RAAENEBREHLTHEENT —
S A A HE R 89 201,503,082 I A% (3 R A
e (EERBARABKRMEXVED) -

PFEES -

RZTE—ARFANATHMNAE HELER
FAEEEARAARES T8RN
53,978,494 AR RN BV B H RS ©
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