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CHAIRMAN’S STATEMENT

Results

For the six months ended 30 June 2016, the Group’s revenue amounted to 
HK$11,838,000, representing a decrease of 37% as compared to the same period of last 
year. Due to an exchange loss of HK$5,676,000 arising from the depreciation of the 
Renminbi during the period and a decrease of HK$6,679,000 in the share of profits of 
associates, the Group recorded a substantial decline in net profit in the first half of the 
year to HK$843,000, representing a decrease of 96% as compared to the same period 
of last year.

Hotel Business

Given the fierce price competition, diversion of customers by neighbouring 
new hotels and other factors, Guilin Plaza recorded a decline of 4.2% in average 
occupancy rate and a decrease of 25.2% in average room rate in the first half of the 
year as compared to the same period of last year. As a result, turnover decreased by 
16.3% to HK$8,165,000 in the first half of the year and operating loss amounted to 
HK$4,480,000, representing an increase of 4.5% as compared to the same period of 
last year.

Property Investment

As of 30 June 2016, the Group’s rental income from properties amounted to 
HK$2,255,000, which was an increase of HK$73,000 over the same period of last year. 
However, although the ancillary facilities enhancement works at Zhongkong Tower 
in Foshan were completed in the second half of last year and leasing promotion of 
the building has been commenced in full swing, it will take some time and thus 
the vacancy rate was still high. In the light of this, the overall occupancy rate fell 
sharply to 47.2% from 86.0% in the same period of last year. Moreover, as the Group 
commenced leasing promotion and operation of Zhongkong Tower which has led 
to a substantial increase in relevant business expenses, the Group recorded a loss in 
property investment of HK$1,041,000 as compared to profit for the same period of 
last year.
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During the period, the Group completed the sale of Unit 1401 of President 
Commercial Centre in Mongkok, Kowloon, Hong Kong, at a price of HK$5,100,000. 
In addition, after the end of the interim reporting period, the Group signed a sale 
and purchase agreement in respect of the disposal of Unit 7, 2nd Floor, Block A of 
Yan On Building in Mongkok, Kowloon, Hong Kong at a price of HK$6,250,000. The 
transaction is expected to be completed on or before 2 September 2016.

Share of Results of Associates

Nanhai Changhai Power Company Limited (“Changhai Power”), a company 
in which the Group is interested in 32.636% of its equity interest, implemented 
technological transformation of its boilers at the beginning of the year, resulting 
in a temporary suspension of operation of the boilers and accordingly a reduction 
in power generation. Coupled with the impact of the economic downturn on the 
demand for electricity, for the six months ended 30 June 2016, Changhai Power 
recorded operating profit of HK$78,780,000, contributing a profit of HK$25,710,000 to 
the Group, representing a decrease of 25.1% as compared to the same period of last 
year.

Guangdong Financial Leasing Co., Ltd. (“Guangdong Financial Leasing”), a 
25%-owned associate of the Group, continued to achieve growth in business. For the 
six months ended 30 June 2016, Guangdong Financial Leasing recorded net operating 
profit of HK$36,523,000, contributing a profit of HK$9,131,000 to the Group, 
representing an increase of 27.1% as compared to the same period of last year.

Financial Position and Analysis

For the six months ended 30 June 2016, the Group had total assets of 
HK$1,341,882,000 (31 December 2015: HK$1,352,241,000). The Group had bank 
loans and other long-term liabilities of HK$259,230,000 (31 December 2015: 
HK$256,001,000). Net assets amounted to HK$960,814,000 (31 December 2015: 
HK$974,419,000). Gearing ratio (being bank loans and long-term borrowings divided 
by total assets) was 19.3% (31 December 2015: 18.9%). Net assets per share amounted 
to HK56.11 cents (31 December 2015: HK56.91 cents).
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The Group’s net current assets amounted to HK$68,498,000 (31 December 2015: 
HK$76,284,000). Current ratio (being current assets divided by current liabilities) was 
approximately 1.47 times (31 December 2015: 1.53 times), while bank balances and 
cash amounted to HK$147,207,000 (31 December 2015: HK$158,952,000). There will 
be sufficient funds to meet the capital requirements for the Group’s operations and 
new projects or business development in the future.

Pledge of Assets

As of 30 June 2016, self-occupied and investment properties of the Group with a 
carrying amount of approximately HK$313,347,000 were pledged to bank as the 
security for the bank borrowings granted to the Group (31 December 2015: self-
occupied and investment properties of the Group with a carrying amount of 
approximately HK$320,147,000 were pledged to bank).

Foreign Exchange Exposure

The Group’s main operating income and costs are denominated in Renminbi 
(“RMB”). During the Group’s operating process, the foreign exchange fluctuation 
of the income and costs can be mutually offset. However, due to the Hong Kong 
based Group putting a great deal of business loans into domestic wholly-owned 
subsidiaries and the great amount of RMB-denominated monetary assets owned 
by the Group, the RMB appreciation and depreciation should bring exchange 
gain and loss respectively. It is expected that, when the exchange rate of RMB to 
HK dollar appreciates or depreciates by 5%, it will cause an increase or decrease 
of approximately HK$12,523,000 in the profit. In retrospect of the past few years, 
RMB was always in the trend of appreciation, and gradually became stable until 
the second half of 2008 and still maintained upward momentum. But the exchange 
rate of RMB started to trend downward in recent years and an exchange gain of 
HK$1,862,000 was recorded in the first half of last year. Yet, RMB experienced 
another downward adjustment in the second half of last year and was still trending 
downward up till the first half of this year, resulting in an exchange loss of 
approximately HK$5,676,000 by the Group as compared to an exchange gain in the 
same period of last year. However, the Board believes that the chance of significant 
RMB depreciation will not be high and will not bring material adverse foreign 
exchange exposure to the Group in the long run. Accordingly, it is unnecessary for 
the Group to hedge against any foreign exchange risk.
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Outlook

In the second half of the year, the Group will focus its strength in forging ahead 
with the formation and breakthrough of main operations on the basis of running the 
existing business well. At the same time, the Group will continue to painstakingly 
conduct research on industries with good prospects and tap opportunities having 
potential for long-term development and capable of bringing the corporation’s 
advantages into play, laying a solid foundation for the Company’s long-term 
developments.

DIRECTORS’ INTEREST IN SHARES, UNDERLYING SHARES 

AND DEBENTURES

As at 30 June 2016, the interest of the Company’s directors and chief executive 
in the shares, underlying shares and debentures of the Company or any of its 
associated corporations (within the meaning of Part XV of the Securities and 
Futures Ordinance (the “SFO”)), as recorded in the register required to be kept by 
the Company under Section 352 of the SFO or as otherwise notified to the Company 
and the Stock Exchange pursuant to the Model Code for Securities Transactions by 
Directors of Listed Issuers (the “Model Code”) set out in Appendix 10 to the Listing 
Rules were as follows:

Long positions in the shares of the Company

Name of 
director Capacity

Nature of 
Interest

Number of 
ordinary 

shares held

Approximate 
percentage of 

total issued 
shares as at 

30 June 2016

He Xiangming Beneficial owner Personal 1,441,000 0.08%

Save as disclosed above, as at 30 June 2016, none of the directors or chief 
executive of the Company had any interest or short positions in any shares or 
underlying shares or interest in debentures of the Company or any of its associated 
corporations (within the meaning of Part XV of the SFO) which were required 
to be notified to the Company and the Stock Exchange pursuant to Divisions 
7 and 8 of Part XV of the SFO (including interest or short positions which they 
were taken or deemed to have under such provisions of the SFO), or which were 
required, pursuant to Section 352 of the SFO, to be entered in the register referred to 
therein, or which were required, pursuant to the Model Code, to be notified to the 
Company and the Stock Exchange.
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SUBSTANTIAL SHAREHOLDERS

As at 30 June 2016, according to the register of substantial shareholders maintained 
by the Company pursuant to Section 336 of the SFO, the persons who were 
interested in 5% or more in the shares and underlying shares of the Company are as 
follows:

Approximate 
Number percentage of 

of shares/ total issued 
underlying shares as at 

Names shares Notes Capacity 30 June 2016

廣東南海控股投資有限公司 
(Guangdong Nanhai Holding 
Investment Co., Ltd.*) 

1,377,522,700 1 Corporate interest 80.45% 

Nam Keng Van Investment  
Company Limited 

121,864,487 2 Beneficial owner 7.12% 

Cui Guo Jian 121,864,487 2 Corporate interest 7.12% 
Pu Jian Qing 121,864,487 2 Corporate interest 7.12% 

Notes:

1. These 1,377,522,700 shares comprises: (i) 1,158,796,385 shares held by Prize Rich Inc. 
which was wholly-owned by 廣東南海控股投資有限公司 (Guangdong Nanhai Holding 
Investment Co., Ltd.*); and (ii) 218,726,315 new shares to be allotted and issued by 
the Company to Prize Rich Inc. upon the exercise of conversion rights attaching to the 
convertible bonds issued by the Company to Prize Rich Inc. pursuant to an acquisition 
agreement as part of the consideration.

2. These 121,864,487 shares were held by Nam Keng Van Investment Company Limited 
which was wholly-owned by Mr. Cui Guo Jian and Mr. Pu Jian Qing equally. 

Save as disclosed above, no other parties were recorded in the register as having an 
interest in 5% or more of the issued share capital of the Company.

SHARE OPTION SCHEME

A share option scheme was adopted by shareholders of the Company at the annual 
general meeting held on 26 April 2013 (the “Share Option Scheme”). The Share 
Option Scheme is for a term of 10 years from the date of adoption. No option has 
been granted since the adoption of the Share Option Scheme.

* For identification purpose only

* For identification purpose only.
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ARRANGEMENTS TO ACQUIRE SHARES OR DEBENTURES

Save for the Share Option Scheme, at no time during the period was the Company 
or any of its subsidiaries a party to any arrangements, to enable the directors of the 
Company to acquire benefits by means of acquisition of shares in, or debentures of, 
the Company or any other body corporate.

EMPLOYEES

The total number of employees of the Group is approximately 172 (31 December 
2015: 191). The remuneration of the employees of the Group is determined on the 
basis of performance and responsibility of the employees. The Group provides 
education allowances to the employees.

DIVIDEND

The Directors do not declare payment of an interim dividend for the six months 
ended 30 June 2016 (six months ended 30 June 2015: Nil).

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S 

LISTED SHARES

During the six months ended 30 June 2016, neither the Company nor any of its 
subsidiaries have purchased, sold or redeemed any of the Company’s listed shares.

CORPORATE GOVERNANCE

The Company puts great emphasis on corporate governance which is reviewed and 
strengthened on a continued basis. The Company has adopted all the code provisions 
under the Corporate Governance Code (“the Code”) as set out in Appendix 14 to 
the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong 
Limited (the “Listing Rules”) as its own code on corporate governance practice. For 
the six months ended 30 June 2016, the Company has complied with all the code 
provisions under the Code.

CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities Transactions by Directors 
of Listed Issuer (“the Model Code”) set out in Appendix 10 to the Listing Rules as the 
code of conduct regarding securities transactions by Directors. On specific enquiry 
made, all Directors have confirmed that, in respect of the six months ended 30 June 
2016, they have complied with the required standard as set out in the Model Code.
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AUDIT COMMITTEE

The audit committee comprising the three independent non-executive Directors 
of the Company has reviewed with management the accounting principles and 
practices adopted by the Group and discussed auditing, internal control and financial 
reporting matters including a general review of the unaudited interim results for the 
six months ended 30 June 2016.

CHANGES OF DIRECTOR’S INFORMATION UNDER RULE 

13.51B(1) OF THE LISTING RULES

Pursuant to Rule 13.51B(1) of the Listing Rules, change of directors’ information of 
the Company since the date of the 2015 annual report is as follows:

1. Mr. He Xiangming was appointed as the chairman and legal representative of 
中創興科（深圳）資產管理有限公司 (Zhong Chuang Xing Ke (Shenzhen) Asset 
Management Company Limited*), a wholly-owned subsidiary of the Company, 
since 6 April 2016.

2. Ms. Wang Xin was appointed as the director and general manager of 中創
興科（深圳）資產管理有限公司 (Zhong Chuang Xing Ke (Shenzhen) Asset 
Management Company Limited*), a wholly-owned subsidiary of the Company, 
since 6 April 2016, and the duration of employment in her employment contract 
with the Company has been extended for two years until 30 April 2018.

3. The term of appointment of Mr. Deng Hong Ping as an independent non-
executive director of the Company has been renewed for further two years until 
5 April 2018.

By Order of the Board of
China Investments Holdings Limited
He Xiangming
Chairman

Hong Kong, 24 August 2016

* For identification purpose only
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CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR 

LOSS AND OTHER COMPREHENSIVE INCOME
For the six months ended 30 June 2016

Six months ended 30 June
2016 2015

HK$’000 HK$’000
Notes (unaudited) (unaudited)

Revenue 4 11,838 18,680
Cost of sales and services (7,273) (11,590)

Gross profit 4,565 7,090
Other operating income 6 1,991 5,303
Selling and distribution costs (624) (687)
Administrative expenses (26,993) (18,682)
Share of profit of associates 34,841 41,520
Finance costs 7 (10,933) (11,559)

Profit before taxation 2,847 22,985
Income tax expense 8 (2,004) (61)

Profit for the period and  
attributable to owners of  
the Company 9 843 22,924

Other comprehensive expense,  
net of income tax

Items that may be reclassified 
subsequently to profit or loss:
Exchange differences arising on 

translation of foreign operations (199) (709)
Share of exchange difference of 

associates (14,249) (176)

Other comprehensive expense  
for the period, net of income tax (14,448) (885)

Total comprehensive (expense)/income 
for the period and attributable to 
owners of the Company (13,605) 22,039

Earnings per share 11
Basic HK0.05 cents HK1.34 cents

Diluted HK0.05 cents HK1.34 cents
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CONDENSED CONSOLIDATED STATEMENT  

OF FINANCIAL POSITION
At 30 June 2016

30 June 
2016

31 December 
2015

HK$’000 HK$’000
Notes (unaudited) (audited)

Non-current assets
Investment properties 12 238,628 322,263
Property, plant and equipment 12 247,388 176,253
Interests in associates 13 633,980 624,951
Available for sale financial asset 14 8,915 9,117

1,128,911 1,132,584

Current assets
Properties held for sale 55,028 55,028
Inventories 880 1,063
Trade and other receivables 15 9,856 4,614
Bank balances and cash 147,207 158,952

212,971 219,657

Current liabilities
Trade and other payables 16 104,027 104,462
Tax payables 6,937 8,250
Bank loans 17 33,509 30,661

144,473 143,373

Net current assets 68,498 76,284

Total assets less current liabilities 1,197,409 1,208,868

Capital and reserves
Share capital 19 171,233 171,233
Reserves 789,581 803,186

Total Equity 960,814 974,419

Non-current liabilities
Bank loans 17 109,614 116,873
Convertible notes 18 116,107 108,467
Deferred tax liabilities 10,874 9,109

236,595 234,449

1,197,409 1,208,868
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CONDENSED CONSOLIDATED STATEMENT OF  

CHANGES IN EQUITY
For the six months ended 30 June 2016

Attributable to owners of the Company

Share
capital

Share
premium

Statutory
reserve

Hotel
properties

revaluation
reserve*

Exchange
reserve

Convertible
note 

equity
reserve

Retained
earnings Total

(note)
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

(unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited)

THE GROUP
At 1 January 2016 171,233 725,199 63,858 43,621 (86,412) 34,700 22,220 974,419

Profit for the period – – – – – – 843 843
Other comprehensive (expense)/income  

for the period
– Release of revaluation reserve of  

hotel properties – – – (793) – – 793 –
– Exchange differences arising on  

translation of foreign operations – – – – (199) – – (199)
– Share of exchange difference of  

associates – – – – (14,249) – – (14,249)

Other comprehensive (expense)/income  
for the period – – – (793) (14,448) – 793 (14,448)

Total comprehensive income/(expense)  
for the period – – – (793) (14,448) – 1,636 (13,605)

Transfer to statutory reserve – – 7,713 – – – (7,713) –

At 30 June 2016 171,233 725,199 71,571 42,828 (100,860) 34,700 16,143 960,814



1212

CHINA INVESTMENTS HOLDINGS LIMITED

Attributable to owners of the Company

Share
capital

Share
premium

Statutory
reserve

Hotel
properties

revaluation
reserve*

Exchange
reserve

Convertible
note 

equity
reserve

Retained
earnings Total

(note)
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

(unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited)

THE GROUP
At 1 January 2015 171,233 725,199 47,098 41,135 (55,546) 34,700 31,763 995,582

Profit for the period – – – – – – 22,924 22,924
Other comprehensive (expense)/income  

for the period
– Release of revaluation reserve of  

hotel properties – – – (722) – – 722 –
– Exchange differences arising on  

translation of foreign operations – – – – (709) – – (709)
– Share of exchange difference of  

associates – – – – (176) – – (176)

Other comprehensive (expense)/income  
for the period – – – (722) (885) – 722 (885)

Total comprehensive income/(expense)  
for the period – – – (722) (885) – 23,646 22,039

Transfer to statutory reserve – – 10,302 – – – (10,302) –

At 30 June 2015 171,233 725,199 57,400 40,413 (56,431) 34,700 45,107 1,017,621

* Item that will not be reclassified to profit or loss

Note: Statutory reserve represents general reserve and enterprise expansion fund which are 
set up by subsidiaries and associates established and operated in the People’s Republic 
of China (“PRC”) by way of appropriation from the profit after taxation in accordance 
with the relevant laws and regulations in the PRC. The rate of appropriation of the 
general reserve and enterprise expansion fund is subject to the decision of the board of 
Directors of the PRC subsidiaries and associates, but the minimum appropriation rate 
for the general reserve is 10% of the profit after taxation for each period, until when the 
accumulated balance reaches 50% of the total registered capital of the subsidiaries and 
associates. Pursuant to the relevant laws and regulations of the PRC, if approvals are 
obtained from the relevant government authorities, the general reserve can be used in 
setting off accumulated losses or to increase the capital, and the enterprise expansion fund 
can be used to increase the capital.
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CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS
For the six months ended 30 June 2016

Six months ended 30 June
2016 2015

HK$’000 HK$’000
(unaudited) (unaudited)

Operating activities
Profit for the period 843 22,924
Adjustment for:

Interest income (1,909) (3,353)
Interest expense 10,933 11,559
Income tax expense 2,004 61
Exchange loss/(gain) 5,676 (1,862)
Depreciation of property, plant & equipment 5,256 4,492
Share of profits of associates (34,841) (41,520)
Loss on disposal of property,  

plant and equipment 68 8

Operating cash flow before movements in  
working capital (11,970) (7,691)

Decrease in inventories 183 117
Increase in trade and other receivables (5,338) (4,562)
(Decrease)/increase in trade and other payables (433) 1,394
Decrease in properties held for sale – 1,840

Cash used in operations (17,558) (8,902)
Tax paid (1,152) (11,245)

Net cash used in operating activities (18,710) (20,147)

Investing activities
Purchase of property, plant and equipment (5,181) (2,441)
Purchase of investment properties – (77,097)
Release of pledged bank deposit – 122,467
Decrease in time deposits with more than  

three months to maturity when placed 1,246 25,000
Interest received 2,005 5,460
Distribution received from pre-acquisition profit 11,563 112,246
Net proceeds from disposal of property,  

plant and equipment 5,038 12

Net cash generated from investing activities 14,671 185,647
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Six months ended 30 June
2016 2015

HK$’000 HK$’000
(unaudited) (unaudited)

Financing activities
Interest paid (3,295) (5,115)
Proceeds from borrowings – 31,160
Repayment of bank loan (1,788) (116,238)

Net cash used in financing activities (5,083) (90,193)

Net (decrease)/increase in cash and cash equivalents (9,122) 75,307
Cash and cash equivalents at 1 January 155,372 79,036
Effect of foreign exchange rates changes (1,377) 1,130

Cash and cash equivalents at 30 June 144,873 155,473

Analysis of the balances of cash and  
cash equivalents, being:
Bank balances and cash 147,207 196,796
Less: Time deposit with maturity  

over three months (2,334) (41,323)

144,873 155,473
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NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL 

STATEMENTS
For the six months ended 30 June 2016

1. BASIS OF PREPARATION

The interim condensed consolidated financial statements have been prepared in 
accordance with the applicable disclosure requirements of Appendix 16 to the Rules 
Governing the Listing of Securities on the Stock Exchange of Hong Kong Limited (“the 
Listing Rules”) and with Hong Kong Accounting Standard 34 (“HKAS 34”) Interim 
Financial Reporting issued by the Hong Kong Institute of Certified Public Accountants 
(“HKICPA”).

The interim condensed consolidated financial statements have not been audited by the 
Company’s auditor but have been reviewed by the Company’s audit committee.

The interim condensed consolidated financial statements have been prepared on the 
historical costs basis except for certain properties and financial instruments, which are 
measured at fair value or revalued amounts, as appropriate.

The interim condensed consolidated financial statements do not include all the information 
and disclosures required in the annual financial statements, and should be read in 
conjunction with the Group’s annual financial statements for the year ended 31 December 
2015.

The preparation of interim financial statements in conformity with HKAS 34 requires 
management to make judgements, estimates and assumptions that affect the application of 
policies and reported amounts of assets and liabilities, income and expenses on a year to 
date basis. Actual results may differ from these estimates. The interim financial statements 
and selected explanatory notes thereon do not include all of the information required 
for full set of financial statements prepared in accordance with Hong Kong Financial 
Reporting Standards.
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2. PRINCIPAL ACCOUNTING POLICIES AND APPLICATION OF NEW REVISED 
HONG KONG FINANCIAL REPORTING STANDARDS (“HKFRSs”)

Except for the adoption of the new and revised HKFRSs stated below, the accounting 
policies and methods of computation used in the condensed consolidated financial 
statements for the six months ended 30 June 2016 are the same as those followed in the 
preparation of the Group’s annual financial statements for the year ended 31 December 
2015.

HKAS 1 (Amendments) Disclosure Initiative
HKAS 16 and HKAS 38 

(Amendments)
Clarification of Acceptable Methods of Depreciation and 

Amortisation
HKAS 27 (Amendments) Equity Method in Separate Financial Statements
HKFRS 10, HKFRS 12 and  

HKAS 28 (Amendments)
Investment Entities: Applying the Consolidation 

Exception
HKFRS 11 (Amendments) Accounting for Acquisitions of Interests in Joint 

Operations
HKFRS 14 Regulatory Deferral Accounts
HKFRSs (Amendments) Annual Improvements to HKFRSs 2012–2014 Cycle

The adoption of the new or revised HKFRSs has had no material effect on the condensed 
consolidated financial statements of the Group for the current or prior accounting period. 
Accordingly, no prior period adjustment has been required.

The Group has not early applied the following new or revised HKFRSs that have been 
issued but are not yet effective:

HKAS 7 (Amendment) Disclosure Initiative1

HKAS 12 (Amendment) Recognition of Deferred Tax Assets for Unrealized 
Losses1

HKFRS 2 (Amendment) Classification and Measurement of Share–based 
Payment Transactions2

HKFRS 9 Financial Instruments2

HKFRS 10 and HKAS 28 
(Amendment)

Sale or Contribution of Assets between an Investor and 
its Associate or Joint Venture4

HKFRS 15 Revenue from Contracts with Customers2

HKFRS 16 Leases3

1 Effective for annual periods beginning on or after 1 January 2017, with earlier 
application permitted

2 Effective for annual periods beginning on or after 1 January 2018, with earlier 
application permitted

3 Effective for annual periods beginning on or after 1 January 2019, with earlier 
application permitted

4 The original effective date has been deferred to a date yet to be determined
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2. PRINCIPAL ACCOUNTING POLICIES AND APPLICATION OF NEW REVISED 
HONG KONG FINANCIAL REPORTING STANDARDS (“HKFRSs”) (Continued)

The Group has already commenced an assessment of the impact of these new HKFRSs but 
is not yet in a position to state whether these new HKFRSs would have a material impact 
on its results of operations and financial position.

3. FINANCIAL RISK MANAGEMENT

All aspects of the Group’s financial risk management objectives and policies are consistent 
with those disclosed in the annual financial statements for the year ended 31 December 
2015.

In 2016, there were no significant changes in the business or economic circumstances that 
affect the fair value of the group’s financial assets and financial liabilities. There were no 
reclassifications of financial assets.

4. REVENUE

Revenue represents the gross amounts received and receivable for revenue arising on hotel 
operations, and goods or properties sold by the Group to external customers, less return 
and allowances and gross rental income during the period.

5. SEGMENT INFORMATION

For management purposes, the Group is currently organised into three operating divisions 
– hotel operations, property investment and other operating segment. These divisions are 
the basis on which the Group reports its primary segment information.

Principal activities are as follows:

Hotel operations – hotel ownership and management
Property investment – holding investment properties and properties held for sale
Other operating segment – wood processing

For the property investment operations, the management reviews the financial information 
of each property investment, hence each property investment constitutes a separate 
operating segment. However, the properties investment possess similar economic 
characteristics, and are with similar development and selling activities as well as similar 
customer bases. Therefore, all properties investment are aggregated into one reportable 
segment for segment reporting purposes.
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5. SEGMENT INFORMATION (Continued)

Segment information is presented below:

Segment Revenue  
Six months ended 30 June

Segment Result  
Six months ended 30 June

2016 2015 2016 2015
HK$’000 HK$’000 HK$’000 HK$’000

(unaudited) (unaudited) (unaudited) (unaudited)

Hotel operations 8,165 9,756 (4,480) (4,289)
Property investment 2,255 7,263 (1,041) 2,909
Other operating segment 1,418 1,661 (676) (699)

Total 11,838 18,680 (6,197) (2,079)

Interest income 1,909 3,353
Professional fee (605) (968)
Net central administration cost (10,492) (9,144)
Net exchange (loss)/gain (5,676) 1,862
Share of profit of associates 34,841 41,520
Finance costs (10,933) (11,559)

Profit before taxation 2,847 22,985
Income tax expense (2,004) (61)

Profit for the period 843 22,924

Segment revenue reported above represents revenue generated from external customers. 
There were no inter-segment sales in the current period (six months ended 30 June 2015: 
Nil).

Segment result represents the profit/(loss) generated by each segment without allocation 
of interest income, professional fee, net central administration costs, net exchange (loss)/
gain, share of profit of associates and finance costs. This is the measure reported to the 
Group’s management for the purposes of resource allocation and performance assessment.
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5. SEGMENT INFORMATION (Continued)

Segment assets and liabilities 
As at 30 June 2016

30 June 31 December
2016 2015

HK$’000 HK$’000
(unaudited) (audited)

Segment Assets

Hotel operations 120,549 122,304
Property investment 313,346 393,368
Other operating segment 336 521

Total segment assets 434,231 516,193
Bank balances and cash 147,207 158,952
Interests in associates 633,980 624,951
Available for sale financial asset 8,915 9,117
Unallocated assets 117,549 43,028

Consolidated assets 1,341,882 1,352,241

Segment Liabilities

Hotel operations 3,365 3,759
Property investment 118,137 122,300
Other operating segment 97 176

Total segment liabilities 121,599 126,235
Convertible notes 194,926 187,287
Bank loans 27,774 28,274
Unallocated liabilities 36,769 36,026

Consolidated liabilities 381,068 377,822
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5. SEGMENT INFORMATION (Continued)

Other Segment Information 
For the six months ended 30 June 2016

Hotel
operations

Property
investment

Other
operating

segment Total
HK$’000 HK$’000 HK$’000 HK$’000

(unaudited) (unaudited) (unaudited) (unaudited)

Depreciation 3,139 41 275 3,455
Additions to property,  

plant and equipment 43 – – 43
Loss on disposal of property,  

plant and equipment – 68 – 68

For the six months ended 30 June 2015

Hotel
operations

Property
investment

Other
operating

segment Total
HK$’000 HK$’000 HK$’000 HK$’000

(unaudited) (unaudited) (unaudited) (unaudited)

Depreciation 3,878 233 289 4,400
Additions to property,  

plant and equipment 54 2,387 – 2,441
Additions to investment properties – 79,097 – 79,097
Loss on disposal of property,  

plant and equipment 8 – – 8

Geographic information

The Group’s hotel operation and other operating segment are located in the People’s 
Republic of China (the “PRC”), other than Hong Kong.

Property investments are located in both the PRC and Hong Kong.
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5. SEGMENT INFORMATION (Continued)

Geographic information (Continued)

The Group’s revenue from external customers by locations of operation and information 
about its non-current assets by locations of assets are detailed below:

Revenue from 
external customer 

Six months ended 30 June
Non-current assets*
30 June 31 December

2016 2015 2016 2015
HK$’000 HK$’000 HK$’000 HK$’000

(unaudited) (unaudited) (unaudited) (audited)

The PRC 10,756 17,465 328,725 328,205
Hong Kong 1,082 1,215 45,653 128,616

11,838 18,680 374,378 456,821

* Non-current assets exclude interest in associates, available for sale financial asset 
and unallocated non-current assets.

6. OTHER OPERATING INCOME

Other operating income included the following items:

Six months ended 30 June
2016 2015

HK$’000 HK$’000
(unaudited) (unaudited)

Interest income 1,909 3,353
Net exchange gain – 1,862
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7. FINANCE COSTS

Six months ended 30 June
2016 2015

HK$’000 HK$’000
(unaudited) (unaudited)

Interest on:
Bank loans

–wholly repayable within five years – 897
–not wholly repayable within five years 3,293 3,816

Convertible notes 7,640 6,846

10,933 11,559

8. INCOME TAX EXPENSE

Six months ended 30 June
2016 2015

HK$’000 HK$’000
(unaudited) (unaudited)

Tax charges comprise:
Under-provision for PRC enterprises income tax – 61

Deferred tax:
Temporary differences arising in current period 2,004 –

2,004 61

No provision for Hong Kong profits tax has been made as the Group has no assessable 
profits in Hong Kong for the six months ended 30 June 2016 (six months ended 30 June 
2015: Nil). PRC subsidiaries are subject to PRC Enterprise Income Tax at 25% for both 
period.
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8. INCOME TAX EXPENSE (Continued)

The tax charge for the period can be reconciled to the profit before taxation per the 
condensed consolidated statement of profit or loss and other comprehensive income as 
follows:

Six months ended 30 June
2016 2015

HK$’000 HK$’000
(unaudited) (unaudited)

Profit before taxation 2,847 22,985

Tax at the rates applicable to  
profit in the countries concerned (575) 3,040

Tax effect of share of profit of associates (3,745) (6,851)
Tax effect of non-deductible expenses 6,278 4,551
Tax effect of non-taxable revenue (2,585) (3,026)
Under-provision in previous period – 61
Tax effect of tax losses not recognised 2,631 2,286

Tax effect for the period 2,004 61
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9. PROFIT FOR THE PERIOD

Six months ended 30 June
2016 2015

HK$’000 HK$’000
(unaudited) (unaudited)

Profit for the period has been arrived  
at after (charging)/crediting:

Depreciation of property, plant and equipment (5,256) (4,492)
Auditor’s remuneration (460) (440)
Staff cost (including Directors emoluments and 

retirement benefit scheme contribution) (8,812) (8,232)
Loss on disposal of property, plant and equipment (68) (8)
Net exchange (loss)/gain (5,676) 1,862
Finance costs (10,933) (11,559)
Cost of properties held for sale disposed of  

during the period – (1,840)

Gross rental income from investment properties 2,255 2,182
Less: Direct operating expenses from investment 

properties that generated rental income  
during the period (854) (890)

Direct operating expenses from investment 
properties that did not generated  
rental income during the period (158) (134)

1,243 1,158

10. DIVIDEND

The Board does not declare an interim dividend for the six months ended 30 June 2016 (six 
months ended 30 June 2015: Nil).
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11. EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share is based on the profit 
attributable to the owners of the Company of approximately HK$843,000 (six months 
ended 30 June 2015: profit of HK$22,924,000) and on the number of 1,712,329,142 ordinary 
share (30 June 2015: 1,712,329,142 ordinary shares) in issue during the period.

For the periods ended 30 June 2016 and 30 June 2015, the outstanding convertible notes for 
the periods had no dilutive effect on the basic earnings per share as the conversion of the 
Company’s outstanding convertible notes could only be converted into shares at any time 
following the third anniversary of the issue date, i.e. 13 October 2017, up to the maturity 
date on 13 October 2019.

12. MOVEMENTS IN INVESTMENT PROPERTIES AND PROPERTY, PLANT AND 
EQUIPMENT

During the current period, the Group disposed of a property under property, plant and 
equipment category at Unit No. 1 on 14th Floor, President Commercial Centre, 608 Nathan 
Road, Kowloon. The property with a carrying amount of HK$5,106,000 was disposed of for 
sales proceeds of HK$5,038,000, resulting in a loss on disposal of HK$68,000.

In 2015, the Group acquired an investment property at Unit No.1, 14 & 15 on 5th Floor, 
Wing On Plaza. No.62 Mody Road, Kowloon at a total cost of HK$79,097,000. On 18 March 
2016, the property was reclassified as property, plant and equipment and is used as the 
Group’s headquarters in Hong Kong.

The carrying amount of investment properties and property, plant and equipment 
amounting to HK$200,128,000 and HK$113,219,000 have been pledged to secure general 
banking facilities and mortgage loan for the Group.

The Group’s hotel properties and investment properties as at 30 June 2016 were valued 
by the Directors and the valuation was arrived at by reference to market evidence of 
transaction prices for similar properties. The Directors considered that the carrying 
amounts of the Group’s hotel properties and investment properties approximate to their 
respective fair value as at 31 December 2015.
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13. INTERESTS IN ASSOCIATES

Details of the Group’s interests in associates are as follows:

Guangdong
Financial

Leasing
Co., Ltd

Nanhai
Changhai

Power
Company

Limited Total Total
30 June 

2016
30 June 

2016
30 June 

2016
31 December 

2015
HK$’000 HK$’000 HK$’000 HK$’000

(unaudited) (unaudited) (unaudited) (audited)

Initial cost of investment  
in associates

Unlisted 191,977 485,042 677,019 677,019
Less: Distribution from  

pre-acquisition profit – (124,089) (124,089) (112,526)

191,977 360,953 552,930 564,493
Share of post-acquisition profits 31,872 96,645 128,517 93,676
Share of other comprehensive 

expenses (12,653) (34,814) (47,467) (33,218)

211,196 422,784 633,980 624,951

Details of each the Group’s material associates at the end of the reporting period are as 
follows:

Company name
Status of
the entity

Place of
incorporation

Principal
place of
operation

Class of
shares held

Proportion
of ownership
interest held 

by the Group

Proportion
of voting

rights held 
by the Group Principal activities

Guangdong Financial  
Leasing Co., Ltd

Incorporated PRC PRC Ordinary 25% 25% Finance leasing business 
and related advisory and 
guarantee services

Nanhai Changhai Power 
Company Limited

Incorporated PRC PRC Ordinary 32.636% 32.636% Generation and sale of 
electricity and steam

Summarised financial information in respect of each of the Group’s material associates is 
set out below. The summarised financial information below represents amounts shown in 
the associate’s financial statements prepared in accordance with HKFRSs.

All of these associates are accounted for using the equity method in the condensed 
consolidated financial statements.



2727

INTERIM REPORT 2016

13. INTERESTS IN ASSOCIATES (Continued)

Guangdong Financial Leasing Co., Ltd

30 June 31 December
2016 2015

HK$’000 HK$’000
(unaudited) (audited)

Current assets 1,034,465 1,959,359
Non-current assets 2,322,667 1,893,684
Current liabilities (789,354) (1,483,861)
Non-current liabilities (1,722,994) (1,541,898)

Net assets value 844,784 827,284

Six months ended 30 June
2016 2015

HK$’000 HK$’000
(unaudited) (unaudited)

Revenue 105,526 48,562

Profit for the period 36,523 28,730
Other comprehensive (expenses)/income  

for the period (19,023) 72

Total comprehensive income for the period 17,500 28,802

Reconciliation of the above summarised financial information to the carrying amount of 
the interest in the associate recognised in the condensed consolidated financial statements:

30 June 31 December
2016 2015

HK$’000 HK$’000
(unaudited) (audited)

Net assets of the associate 844,784 827,284
Proportion of the Group’s ownership interest  

in Guangdong Financial Leasing Co., Ltd 25% 25%
Carrying amount of the Group’s interest  

in Guangdong Financial Leasing Co., Ltd 211,196 206,821
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13. INTERESTS IN ASSOCIATES (Continued)

Nanhai Changhai Power Company Limited

30 June 31 December
2016 2015

HK$’000 HK$’000
(unaudited) (audited)

Current assets 628,887 531,767
Non-current assets 996,008 1,117,853
Current liabilities (329,441) (368,427)

Net assets value 1,295,454 1,281,193

Six months ended 30 June
2016 2015

HK$’000 HK$’000
(unaudited) (unaudited)

Revenue 441,623 501,210

Profit for the period 78,780 105,212
Other comprehensive expenses for the period (29,090) (594)

Total comprehensive income for the period 49,690 104,618

Reconciliation of the above summarised financial information to the carrying amount of 
the interest in the associate recognised in the condensed consolidated financial statements:

30 June 31 December
2016 2015

HK$’000 HK$’000
(unaudited) (audited)

Net assets of the associate 1,295,454 1,281,193
Proportion of the Group’s ownership interest  

in Nanhai Changhai Power Company Limited 32.636% 32.636%
Carrying amount of the Group’s interest  

in Nanhai Changhai Power Company Limited 422,784 418,130
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14. AVAILABLE FOR SALE FINANCIAL ASSET

30 June 31 December
2016 2015

HK$’000 HK$’000
(unaudited) (audited)

Unlisted investment, at cost 8,915 9,117

Movement of available-for-sale financial asset is analysed as follows:

30 June 31 December
2016 2015

HK$’000 HK$’000
(unaudited) (audited)

At the beginning of the period 9,117 –
Additions – 9,187
Impairment recognised – (73)
Exchange differences (202) 3

At the end of the period 8,915 9,117

The above unlisted equity investments represent an investment in the unlisted equity 
securities issued by a private entity in the PRC. It is measured at cost less impairment at 
the end of the reporting period because there are no sufficient market comparables as input 
that the Directors of the Company are of the opinion that its fair values cannot be measured 
reliably.
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15. TRADE AND OTHER RECEIVABLES

The Group’s trading terms with its customers are mainly on credit, except for new 
customers, where payment in advance is normally required. The Group allows an average 
credit period of 90 days to its customers.

The following is an aging analysis of the Group’s trade receivables after deducting the 
allowance for doubtful debts presented based on invoice date at the end of the reporting 
period:

30 June 31 December
2016 2015

HK$’000 HK$’000
(unaudited) (audited)

0 – 60 days 1,637 702
61 – 90 days 158 198
91 – 120 days 44 256
Over 120 days 105 114

Trade receivables 1,944 1,270
Other receivables 7,912 3,344

9,856 4,614

For the period ended 30 June 2016, trade receivables over 90 days amounted to HK$149,000 
(31 December 2015: HK$370,000) were past due but not impaired as the balance were 
related to debtors with sound repayment history and no recent history of default.

Other receivables included the following items:

30 June 31 December
2016 2015

HK$’000 HK$’000
(unaudited) (audited)

Interest receivable 386 482
Prepayment for construction works 3,089 578
Utility deposit 686 680
Other receivables 3,751 1,604

7,912 3,344

The Group does not hold any collateral or other credit enhancements over these balances.



3131

INTERIM REPORT 2016

16. TRADE AND OTHER PAYABLES 

The credit period granted by the Group’s suppliers ranges from 30 days to 90 days.

The following is an aging analysis of the Group’s trade payables by age based on the 
invoice date at the end of the reporting period:

30 June 31 December
2016 2015

HK$’000 HK$’000
(unaudited) (audited)

0 – 60 days 732 1,057
61 – 90 days 142 102
91 – 120 days 103 126
Over 120 days 203 119

Trade payables 1,180 1,404
Other payables 102,847 103,058

104,027 104,462

Other payables included the following items:

30 June 31 December
2016 2015

HK$’000 HK$’000
(unaudited) (audited)

Other tax payable 9,277 9,438
Payable on convertible notes and  

interest payable (Note 1) 78,819 78,819
Others (Note 2) 14,751 14,801

102,847 103,058

Notes:

1. On 9 May 2002, the Group issued HK$230,000,000 convertible notes (the “2002 CB”) 
which were due on 9 May 2007 (the “Maturity Date”), bearing interest at 1% per 
annum and in units of HK$1,000,000 each. As at 30 June 2016 and 31 December 2015, 
the balance of HK$75,000,000 2002 CB were due but not converted. Such principal 
monies together with all interest accrued thereon up to Maturity Date, amounting to 
HK$3,819,000 (31 December 2015: HK$3,819,000), were reclassified as other payables 
and are repayable on demand.
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16. TRADE AND OTHER PAYABLES (Continued)

Notes: (Continued)

2. Others include accrued staff salaries and welfare, interest payable, deposit received 
from hotel customers and other temporary receipts.

The Directors considered that the carrying amount of trade and other payables 
approximates to their fair value. The Group has financial risk management policies in place 
to ensure that all payables are paid within the credit timeframe.

17. BANK LOANS

30 June 31 December
2016 2015

HK$’000 HK$’000
(unaudited) (audited)

Secured 143,123 147,534

Carrying amount repayable:
Within one year* 33,509 30,661
More than one year, but not exceeding two years 22,171 9,547
More than two years, but not more than five years 26,254 35,800
More than five years 61,189 71,526

143,123 147,534
Less: Amounts shown under current liabilities* 33,509 30,661

109,614 116,873

During the current period, the Group settled loans amounting to HK$1,788,000.

* According to HK Int 5 which requires the classification of loans containing the 
repayment on demand clause as current liabilities, an aggregate carrying amounts of 
HK$27,675,000 have been reclassified from non-current liabilities to current liabilities 
as at 30 June 2016 (31 December 2015: HK$28,274,000).

18. CONVERTIBLE NOTES

On 9 May 2002, the Group issued HK$230,000,000 convertible notes (the “2002 CB”) which 
were due on 9 May 2007 (the “Maturity Date”), bearing interest at 1% per annum and 
in units of HK$1,000,000 each. As at 30 June 2016 and 31 December 2015, the balance of 
HK$75,000,000 2002 CB were due but not converted. Such principal monies together with 
all interest accrued thereon up to maturity, amounting to HK$3,819,000 (31 December 2015: 
HK$3,819,000), were reclassified as other payables and become repayable on demand.
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18. CONVERTIBLE NOTES (Continued)

On 13 October 2014, the Company issued convertible note in the principal amount 
of HK$166,232,000 (the “2014 CB”) (of which its fair value at the issuance date is 
approximately HK$129,270,000) as part of the consideration for the acquisition of Southern 
Limited. The 2014 CB bears coupon rate of 2% and are convertible into shares of the 
Company at a conversion price of HK$0.76 per share at any time following the third 
anniversary of the issue date up to the maturity date on 13 October 2019. At any time prior 
to the maturity date of the 2014 CB, the Company is entitled to redeem in whole or in part 
of the 2014 CB at the principal amount then outstanding or such parts of the principal 
amount then outstanding together with the relevant accrued and unpaid interest. Unless 
previously redeemed, converted or purchased and cancelled, the 2014 CB will be redeemed 
on the maturity date on 13 October 2019. The 2014 CB carries interest at a rate of 2% per 
annum, which is payable annually in arrears or upon the conversion or redemption of the 
bond.

The convertible notes contain two components, liability, and equity components. The 
equity component is presented in equity under heading “convertible note equity reserve”. 
The values of the liability component and the equity conversion component were 
determined at the issuance of the notes.

Liability 
component

HK$’000

At 1 January 2016 (audited) 108,467
Interest charged calculated at an effective interest rate of 14.16% 7,640

At 30 June 2016 (unaudited) 116,107

19. SHARE CAPITAL

Number of shares Share capital
30 June 

2016
31 December 

2015
30 June 

2016
31 December 

2015
(unaudited) (audited) HK$’000 HK$’000

(unaudited) (audited)

Authorised:
Ordinary shares of HK$0.1 each 3,000,000,000 3,000,000,000 300,000 300,000

Issued and fully paid:
At the beginning and the end of  

the period 1,712,329,142 1,712,329,142 171,233 171,233
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20. PLEDGE OF ASSETS

Assets with the following carrying amounts have been pledged to secure general banking 
facilities to the Group or borrowings of the Group (see note 17) :

30 June 31 December
2016 2015

HK$’000 HK$’000
(unaudited) (audited)

Investment properties 200,128 283,763
Property, plant and equipment 113,219 36,384

313,347 320,147

21. OPERATING LEASE ARRANGEMENTS

The Group as lessee

30 June 31 December
2016 2015

HK$’000 HK$’000
(unaudited) (audited)

Minimum lease payments paid  
under operating leases during the period:

Premises 259 1,038

At the end of each reporting period, the Group had commitments for future minimum 
lease payments under non-cancellable operating leases in respect of rented premises, 
which fall due as follows:

30 June 31 December
2016 2015

HK$’000 HK$’000
(unaudited) (audited)

Within one year 259 1,038

Operating lease payments represent rentals payable by the Group for certain of its office 
properties with lease terms of 1 year (31 December 2015: within 1 year).
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21. OPERATING LEASE ARRANGEMENTS (Continued)

The Group as lessor

The Group’s property rental income earned during the reporting period was 
approximately HK$2,255,000 (six months ended 30 June 2015: HK$2,182,000). The  
leased out properties held have committed tenants more than one year (31 December 2015: 
more than one year).

At the end of the reporting period, the Group had contracted with tenants for the following 
future minimum lease payments:

30 June 31 December
2016 2015

HK$’000 HK$’000
(unaudited) (audited)

Within one year 4,069 4,358
In the second to fifth year inclusive 10,044 9,020
Over fifth year 3,577 4,757

17,690 18,135

22. CAPITAL COMMITMENT

30 June 31 December
2016 2015

HK$’000 HK$’000
(unaudited) (audited)

Commitments for the acquisition of  
the property, plant and equipment 1,202 64

Commitments for the refurbishment of  
the investment properties – 2,801

Commitments for the refurbishment of  
the property, plant and equipment 1,788 –
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23. RELATED PARTY TRANSACTIONS

A) On 1 May 2016, the Group entered into a rental agreement for a period of 48 months 
at RMB19,000 per month with the Group’s associate, Guangdong Financial Leasing 
Co., Ltd in which the Group received rental income amounting to HK$36,000 (six 
months ended 30 June 2015: Nil). The leased property is situated at Flat 301 and 302 
of Phase 1 Guangdong-Hong Kong Finance & Technology Park, Guicheng Street, 
Nanhai District, Foshan City, Guangdong Province.*

B) Compensation of key management personnel of the Group:

Six months ended 30 June
2016 2015

HK$’000 HK$’000
(unaudited) (unaudited)

Short term employee benefits 2,781 2,492
Post-employment employee benefits 230 107

3,011 2,599

* The transaction constituted an exempt connected transaction under the Hong 
Kong Listing Rules.

24. EVENT AFTER REPORTING PERIOD

On 5 July 2016, the Group signed a sale and purchase agreement in respect of the sale of 
Flat A7 on 2 Floor of Block A, Yan On Building, No., 1 Kwong Wa Street, Kowloon, Hong 
Kong, at a price of HK$6,250,000. The property is under property, plant and equipment 
category. The transaction is expected to be completed on or before 2 September 2016.

25. FAIR VALUE MEASUREMENT

Trade and other receivables are carried at cost less provision for impairment and trade and 
other payables are carried at cost or amortised cost which are not materially different from 
their fair values as at 30 June 2016 and 31 December 2015.
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