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GROUP RESULTS

The board of directors (the “Board”) of South Chialdings Company Limited (the “Company”) is

pleased to announce the consolidated results ofCtmapany and its subsidiaries (collectively the
“Group”) for the year ended 31 December 2016 togrettith comparative figures for the last financial
year as follows:

CONSOLIDATED STATEMENT OF PROFIT OR LOSS

2016 2015
Note HK$'000 HK$'000
Revenue 3 3,731,153 3,406,501
Cost of sales (3,021,044) (2,902,444)
Gross profit 710,109 504,057
Other income and gains, net 100,297 27,323
Fair value gain on investment propes inclusive o
investment properties presented as non-curresgtas
classified as held for sale 146,683 390,089
Fair value (loss)/gairon financial assets at fair val
through profit or loss (22,137) 3,642
Fair value loss on foreign exchange forward comsgrac (55) (2,749
Selling and distribution expenses (68,068) (73,395)
Administrative expenses (535,780) (505,901)
Equity-settled share award expense (7,927) (7,514)

Profit from operations 3 323,122 335,552



CONSOLIDATED STATEMENT OF PROFIT OR LOSS (Continued)

2016 2015
Note HK$'000 HK$'000
Finance costs (120,622) (117,163)
Share of (losses)/ profits of associates (1,090) 18,879
(Impairment)/ reversal of impairment of advances to
associates, net (129) 427
Profit before tax 201,281 237,695
Income tax 5 (54,648) (86,040)
Profit for the year 146,633 151,655
Attributable to:
Equity shareholders of the Company 152,142 156,749
Non-controlling interests (5,509) (5,094)
146,633 151,655
Earnings per share 6
(Restated)
Basic HK 1.7 cents HK 2.1 cents

Diluted HK 1.1 cents HK 1.3 cents

Details of the dividends paid and proposed foryémr are set out in note 7.



CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND

OTHER COMPREHENSIVE INCOME

Profit for the year

Other comprehensive income (after tax and
reclassification adjustments)

Items that maybe reclassified to profit or loss
subsequent periods:

Available-for-sale financial assets:

- Net changes in fair value

- Reclassification adjustment for impairment loss

transferred to profit or loss

Exchange differences on translation of operatmunside
Hong Kong
Share of other comprehensive income of associates

Other comprehensive income for the year

Total comprehensive income for the year

Attributable to:
Equity shareholders of the Company
Non-controlling interests

2016 2015
HK$'000 HK$'000
146,633 151,655
(633) 2,602

12 60

(621) 2,662
(313,626) (188,528)
(664) (519)
(314,911) (186,385)
(168,278) (34,730)
(130,282) (7,179)
(37,996) (27,551)
(168,278) (34,730)



CONSOLIDATED STATEMENT OF FINANCIAL POSITION

Note

NON-CURRENT ASSETS
Property, plant and equipm:
Investment propertit
Prepaid land lease payme
Construction in progres
Investments in associa
Beare plants
Available-for-sale financial asse
Prepayments and depo:
Goodwill

Other nor-current asse
Total nor-current asse

CURRENT ASSETS
Inventories
Properties under delopmen
Trade receivable 8
Prepayments, deposits and other receiv.
Financial assets at fair value throt
profit or loss
Amounts we from norcontrolling shareholders ¢
subsidiaries
Amounts die fromaffiliates
Tax recoverabls
Cash and bank balan:

Non-current assets classified as held for
Total currint asset

CURRENT LIABILITIES
Trade payable 9
Other payables and accrt
Interes-bearing bank borrowin:
Foreign exchange forward contre
Amounts e to no-controlling shareholds
of subsidiaries
Tax payabl
Total current liabilitie

NET CURRENT ASSETS

TOTALASSETS LESS CURRENT LIABILITIES

As at As a
31 Decembe 31 December

2016 2015

HK$'000 HK$'000
202,863 198,941
6,405,099 6,598,018
81,358 85,814
138,374 127,907
10,347 15,985
69,852 89,981
73,400 74,018
18,301 18,623
2,986 3,041
15,638 15,638
7,018,218 7,227,966
451,876 341,995
1,153,055 1,044,074
617,040 380,506
859,526 802,163
28,040 50,476
52,203 56,650
75,500 104,277
44 414 41,690
498,099 486,422
3,779,753 3,308,253
939,000 904,000
4,718,753 4,212,253
649,533 346,840
575,228 594,004
1,802,320 1,959,204
- 55,714

2,310 932
59,727 51,744
3,089,118 3,008,438
1,629,635 1,203,815
8,647,853 8,431,781




CONSOLIDATED STATEMENT OF FINANCIAL POSITION (Conti

Note

NON-CURRENT LIABILITIES

Interest-bearing bank borrowings

Advances from non-controlling shareholders of
subsidiaries

Other non-current liabilities

Deferred tax liabilities

Total non-current liabilities

Net assets

CAPITALAND RESERVES

Share capital 10

Reserves

Total equity attributable to equity shareholdershef
Company

Non-controlling interests

Total equity

nued)

As at As at
31 Decembe 31 December
2016 2015

HK$'000 HK$'000
2,245,134 1,740,880
7,941 7,941
69,147 74,458
805,060 832,001
3,127,282 2,655,280
5,520,571 5,776,501
112,567 114,488
5,088,733 5,304,746
5,201,300 5,419,234
319,271 357,267
5,520,571 5,776,501




NOTES TO THE CONSOLIDATED FINANCIAL INFORMATION
1. Principal accounting policies and basis of prepation

The annual results set out in the announcemenexdracted from the Group’s consolidated financial
statements for the year ended 31 December 2016.

The accounting policies and basis of preparatiapgat in the financial statements are consistetfittivose
adopted in the Group’s audited 2015 annual findista@ements except for changes in accountingipslis

a result of the adoption of new and revised HongdBinancial Reporting Standards (“HKFRSs") as set
out in note 2.

2.  Changes in accounting policies

The HKICPA has issued the following amendments ¥FRSs that are first effective for the current
accounting period of the Group:

Annual Improvements to HKFRSs 2012-2014 Cycle

Amendments to HKFRS 1#&ccounting for acquisitions of interests in joiqerations

Amendments to HKAS Disclosure initiative

Amendments to HKAS 16 and HKAS 3Blarification of acceptable methods of depreciatian
amortisation

None of these developments have had a materiat @ifehow the Group’s results and financial posifiar
the current or prior periods have been prepargutamented.

Early adoption of the Amendments to HKAS 16 and HKA 41,Agriculture: Bearer Plants in prior
year

In prior year, the Group early adopted the Amendsém HKAS 16 and HKAS 41Agriculture: Bearer
plants As a result of the early adoption of such Ameadts, the Group had changed its accounting policy
for bearer plants. The impact of the early adeptibsuch Amendments had been presented in pratsye
consolidated financial statements.

The Group has not applied any new standard orprettion that is not yet effective for the current
accounting period.



3. Revenue and segmental information

Revenue represents the net invoiced value of gealdsafter allowances for returns and trade distxuhe
value of services rendered and gross rental inc@oeived and receivable from investment properties
during the year.

For management purposes, the Group is organisedirginess units based on their products and ssrvic
and has four reportable operating segments as®llo

(@) the trading and manufacturing segment is engagedcdading and manufacturing of merchandises
including toys, footwear products and leather pobsiu

(b) the property investment and development segmentnigaged in property investment and
development;

(c) the agriculture and forestry segment is engagetid@rcultivation of fruit trees and crops, rearirfg o
livestock and aquatic products, forestation and ehtelevant agricultural products; and

(d) the investment holding segment comprises, pringipahe Group’s investment holding related
management functions.

Management monitors the results of the Group’s aipeg segments separately for the purpose of making
decisions about resources allocation and perforenassessment. Segment performance is evaluated bas
on reportable segment profit/(loss), which is a soea of adjusted profit/(loss) before tax. Theuatdjd
profit/(loss) before tax is measured consisteniththe Group’s profit before tax except that sharprofits

and losses of associates, impairment of advancasstuciates (and reversals thereof) and finands aos
excluded from such measurement.

Business segment
The following tables present revenue and profittfer Group’s business segments for the years esitled

December 2016 and 2015.

Trading and Property investment and Agriculture
manufacturing development and forestry Investment holding Group
2016 2015 208 2015 2086 2015 208 2015 208 2015

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Segment revenu

External sale 3,528,762 3,208,626 182,457 180,247 19,934 17,628 - - 3,731,153 3,406,501

Segment result 308,610 92,486 198,405 456,315 (78,694) (72,711)  (105,199) (140,538) 323,122 335,552

Reconciliation
— Share of (losses)/

profits of

associates (1,206) 79 - 18,000 - - 116 800 (1,090) 18,879
— (Impairment)/

reversal of

impairment of

advances to

associates, net (129) (8) - - - - - 435 (129) 427
- Finance costs (120,622) (117,163)
Profit before tax 201,281 237,695




3. Revenue and segmental information (continued)

Geographical segments
Revenue from external customers

2016 2015
HK$'000 HK$'000

The People’s Republic of China (“PRC'cluding
Hong Kong and Macau 376,974 406,159
The United States of America 2,117,773 1,706,498
Europe 630,635 668,745
Japan 51,270 26,665
Others 554,501 598,434
3,731,153 3,406,501

The revenue information above is based on therdg&in to which goods and services are delivered.

4. Depreciation, amortisation and gain on disposaif an investment property

Depreciation in respect of the Group’s propertgnpland equipment and bearer plants and amortisiatio
respect of the Group’s prepaid land lease paynfentthe year ended 31 December 2016 amounted to
approximately HK$49,245,000 (2015: HK$47,824,000d eHK$45,679,000 (2015: HK$47,509,000),
respectively.

5. Income tax
Income tax comprises current and deferred taxes.

Hong Kong Profits Tax has been provided at the 0&tE5.5% (2015: 16.5%) on the estimated assessable
profits arising in Hong Kong during the year. Tawesprofits assessable elsewhere have been caldwaat
the rates of tax prevailing in the respective coasfiurisdictions in which the Group operates.

Deferred tax is provided, using the liability medhon all temporary differences at the end of gporting
period between the tax bases of assets and liebiBind their carrying amounts for financial repayt
purposes.

6. Earnings per share

The calculation of the basic earnings per shateaged on the profit for the year attributable taigyg
shareholders of the Company of HK$152,142,000 (20H6$156,749,000), and the weighted average
number of ordinary shares of 8,906,562,000 (204&dted): 7,584,619,000) in issue, after adjustnthe
bonus issue subsequent to the year end, less dtedefor share award scheme and treasury shahnes. T
weighted average number of shares for the purposal@ulating earnings per share for the year ergded
December 2015 has been restated as if the Comphogiss share were issued as set out in “EVENT
AFTER THE REPORTING PERIOD” had been effective % danuary 2015.



Earnings per share (continued)

The calculation of diluted earnings per share isedaon the profit for the year attributable to ggui
shareholders of the Company. The weighted averagier of ordinary shares used in the calculatdhe
number of ordinary shares as used in the basiangarper share calculation and the weighted average
number of ordinary shares assumed to have beeedisguno consideration on vesting, and the deemed
exercise or conversion of all dilutive potentiatlioiary shares into ordinary shares, after adjudtinghe
bonus issue subsequent to the year end.

The calculations of basic and diluted earningsspare are based on:

2016 2015
HK$'000 HK$'000

Earnings

Profit attributable to equity shareholders of the
Company used in the basic and diluted earnings per
share calculation 152,142 156,749

Number of shares

2016 2015
'000 '000
(Restated)
Shares
Weighted average number of ordinary shares used in
the basic earnings per share calculation 8,906,562 7,584,619
Effect of redeemable convertible preference shares 5,081,478 4,600,593
Effect of shares held for share award scheme 91,500 99,378
Weighted average number of ordinary shares
used in the diluted earnings per share calculation 14,079,540 12,284,590

The Company’s share options have no dilution effectthe years ended 31 December 2016 and 2015
because the exercise price of the Company'’s stpi@ns was higher than the average market pri¢beof
shares for both years and the share options arefoine anti-dilutive.

Dividends

The Company had not declared or paid any dividemthg the year (2015: Nil) and the board of direstof
the Company did not recommend the payment of a éivédend for the year ended 31 December 2016
(2015: Nil).

Trade receivables

The Group's trading terms with its customers armiyan credit with credit periods normally rangifigm
one to three months depending on a number of fmdtmiuding trade practice, collection history and
location of customers. Each customer has a maxioredit limit.

The Group seeks to maintain strict control overatgstanding receivables and has a credit control
department to monitor credit risk. Overdue balarmzegeviewed regularly by the senior managemeéhe
Group does not hold any collateral or other creditancements over these balances. Trade receiable
non-interest-bearing.



Trade receivables (continued)

An ageing analysis of trade receivables net of igron for impairment as at the end of the reporpegod
based on invoice date is as follows:

2016 2015

HK$'000 HK$'000

Within 90 day 579,72 306,89%
91 to 180 day 22,67" 52,63¢
181to 365 day 6,42( 11,365
Over 365 day 8,211 9,607
617,04C 38(,50€

Trade payables

An ageing analysis of the trade payables as ag¢tideof the reporting period based on invoice datasi
follows:

2016 2015

HK$'000 HK$'000

Within 90 day 471,25¢ 224,97:
91 to 180 day 88,27¢ 53,63§
181 to 365 day 20964 13,92¢
Over 365 day 69,037 54,30¢
64€,53¢ 346,84(

The trade payables are non-interest-bearing andaillyr settled on 90-day terms.

Share capital

2016 2015
HK$'000 HK$'000
Authorised
20,000,000,000 ordinary shares (2015: 12,000,000,00
of HK$0.01 eacl (note’ 200,000 120,00(
3,000,000,00((2015: 3,000,000,00) redeemable convertib
preference shas of HK$0.02 eac 60,000 60,00(
Total authorsec capita 260,000 180,00(
Issued and fully pai
10,407,117,2€ (2015: 5,977,273,72) ordinary shares ¢
HK$0.01 eac 104,071 59,77
424,811,13 (2015: 2,735,802,12) redeemable cotertible
preference shares HK$0.02 eac 8,496 54,71¢
Total issued and fully paid capi 112,567 114,48¢

10



10. Share capital (continued)

Note:
On 23 December 2016, an ordinary resolution appgpvhe increase in authorised ordinary shares by
8,000,000,000 ordinary shares at par value of HEB@ach ranking pari passu with existing sharesduss
passed at the Extraordinary General Meeting. Betedre set out in the Company’s circular dated ¢eDwer
2016 and the announcement dated 12 October 2016.

The redeemable convertible preference shares deemeble at the sole discretion of the Companyt a
time after the issuance thereof. Holders of tldeeenable convertible preference shares shall ltéedrnb
pro-rata share of dividend or distribution declaogdhe board of directors of the Company, atigsretion,

to the ordinary shareholders of the Company. [Rinds or distributions payable to the holders of the
redeemable convertible preference shares are natlative. The redeemable convertible preferenaessh
shall not confer on the holders thereof the rightetceive notice of, or to attend and vote at, gnmeeeting

of the Company unless a resolution is proposeciyp @r abrogate the rights or privileges of thedeod of
the redeemable convertible preference shares evifaing-up the Company. The redeemable convertibl
preference shares rank prior to the ordinary shamedistribution of assets on liquidation, winding-or
dissolution of the Company to the extent of the amieequal to the aggregate issue price of the aetev
redeemable convertible preference shares. Thamamassets shall belong to and be distributed pari
passu basis among the holders of the ordinary share

Movements of issued capital were as follows:

Issued
Issued redeemable
ordinary convertible Share
shares preference shares premium Total
HK$'000 HK$'000 HK$'000 HK$'000
At 1 January 2015 59,773 35,882 1,042,019 1,137,674

1,042,123,131

redeemable convertible

preference shares issued

during the year - 20,842 812,856 833,698
100,440,000 redeemable

convertible preference

shares redeemed during

the year - (2,009) (55,242) (57,251)
At 31 December 2015 and
at 1 January 2016 59,773 54,715 1,799,633 1,914,121

75,584,000 redeemable

convertible preference

shares redeemed during

the year - (1,512) (44,151) (45,663)
2,235,406,996

redeemable convertible

preference shares

converted into

4,429,843,560 ordinary

shares during the year 44,298 (44,707) 409 -
At 31 December 2016 104,071 8,496 1,755,891 1,868,458

11



10. Share capital (continued)

Movements of number of issued shares are as fallows

At 1 Janury 2015

Effect of Share St-division
Issued during the ye
Redeemed during the y

At 31 Decembe2015and at JJanuar 201¢€
Redeemed during the year

Converted during the year

Issued during the year

At 31 Decembe201¢

No. of
redeemable
convertible

No. of issued preference
ordinary shares shares
'000 '000
2,988,63 1,794,11
2,988,63 -
- 1,042,12:
- (100,440

5,977,274 2,735,802

- (75,584)

- (2,235,407

4,429,843 -

10,407,117 424,811

The financial figures in respect of the Group's smitated statement of financial position, consatiedl
statement of profit or loss, and consolidated steget of profit or loss and other comprehensive mmeand

the related notes thereto for the year ended 3leDber 2016 as set out in the preliminary announcéme
have been compared by the Group's auditor, KPM@jfigel Public Accountants, to the amounts setiout
the Group's draft consolidated financial statemefus the year and the amounts were found to be in
agreement. The work performed by KPMG in this eesglid not constitute an audit, review or other
assurance engagement in accordance with Hong Kasagd&rds on Auditing, Hong Kong Standards on
Review Engagements or Hong Kong Standards on AsseirBngagements issued by the Hong Kong
Institute of Certified Public Accountants and cansently no assurance has been expressed by theaudi
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MANAGEMENT DISCUSSION AND ANALYSIS
FINANCIAL SUMMARY AND KEY PERFORMANCE INDICATORS

The Group recorded revenue of HK$3.7 billion (208K$3.4 billion) and profit for the year of
HK$146.6 million (2015: HK$151.7 million), both brgj the financial key performance indicators,
for the year ended 31 December 2016, representingcaease of 9.5% and decrease of 3.3%,
respectively, from the corresponding amounts regpbirt 2015. Earnings per share attributable to
equity holders of the Company for the year was HKents (2015 (restated): HK2.1 cents).

BUSINESS REVIEW

The principal businesses of the Group include trgdind manufacturing, property investment and
development and agriculture and forestry.

Trading and Manufacturing

The trading and manufacturing segment mainly cosegr(i) OEM manufacturing of toys products,
and (ii) trading of footwear products. The segntenbrded a 10.0% increase in revenue to HK$3.5
billion (2015: HK$3.2 billion) and a 233.7% increas operating profit to HK$308.6 million
(2015: HK$92.5 million) for the year ended 31 Debem2016.

(i) OEM toys manufacturing

in revenue. The increase in revenue of the toysabip@s was mainly attributable to the success of
an expanding customer base. The successful launcbinour innovative products and
revitalization of licensing dolls manufacturing @lenabled us to fully utilize the resources
throughout the year.

Despite the large increase in production, the Grnmgmaged to provide high quality on time
delivery of products to our customers throughowt year and this is mainly attributable to the
professionalism of our R&D and engineering depantime providing continuous modifications
and technological solutions. This can also be sadnthree of our products being awarded the
acclaimed “toy of the year” at the world annual #yards. During the year, a new factory in
Guangxi kicked off its operation in order to copgtwhe increase in production and to provide a
base with lower labour costs.

Management also placed a renewed focus on drivamgndvastage in the manufacturing process
and cost control with an increased investmentiR&® to provide the most efficient and low cost

one stop solution for our clients especially withie field of high-tech toys. The company put
added emphasis on lean manufacturing throughoseaén factories.

As a result, the operating profit experienced aehingrease from the tight control over raw
material cost and overheads control during the. year

13



(i) Trading of footwear products

During the year ended 31 December 2016, revenuetiie footwear trading operations decreased
by 26.0% to HK$231.6 million. The decrease in raxewas mainly attributable to a decrease in
14% sales volume from customers. Despite a dragalies volume, the gross margin percentage
increasedas a result of changes in product mix. Overall ipfsbm operations increased to
HK$10.8 million in 2016. The company also ventunetb distribution and licensing of various
European brands into Hong Kong and Greater China.

Property Investment and Development

During the year ended 31 December 2016, the revefithe property investment and development
segment increased by 1.2% to HK$182.5 million. Blperating profit however decreased by
56.5% to HK$198.4 million in the current year andsamainly attributable to the combined effect
of (a) a decrease in fair value gain on investrpenperties by HK$243.4 million, (b) a decrease in
interest income generated from a loan receivabielwivas derived from 40% acquisition of Elite
Empire Investment Limited, the property developmerdject, and settled in 2015 by HK$4.8
million, (c) an increase in operating expense bysHKE million from the Wugqing project, which
acquired in late 2015, and (d) offset by an inae@agental income by HK$2.2 million.

The increase in rental income in the current yeas mainly attributable to the rental contribution
from the Avenue of Stars, a fur themed shoppingl mwéh varieties of major fur brands in
Shenyang. It has now become one of the most releutdaald successful fur mall in Liaoning and has
a majority share of the fur retail market. Our egrgortfolios also reported an increase in rental
income. The growth came primarily from the commedisation of our Tianjin industrial properties
and a revitalization of our Nanjing commercial pedpes which are all located in prime areas of
both cities.

In addition to our existing rental portfolios in Nang, Shenyang and Tianjin, we continue to focus
on and develop our property project in Shenyan@. fioject, located on the very Eastern part of
the most robust pedestrian street of the North-Eastvn as Zhongjief(14*) of Dadong district, is
named Central Square. The project is also situggatlabove line 1 of the mass transit railway and
will also be connected to line 6 which is to bestoucted within the next three years.

The project involves a total GFA of over 500,000&®@ metres and is a mixed use project with a
heavy emphasis on city living and convenience ¢éadsidents of the project. The first phase of the
Central Square with approximate salable GFA of @40 square metres, comprises two residential
towers, one serviced apartment tower and a reddiluon. The construction work of underground
space, commercial podium and the sales office w@mgpleted during the year. The residential and
serviced apartment towers are now under construdiicthe meantime, pre-sale of one residential
tower and the serviced apartment tower was launoheecember 2016 with over 10% of the
total units on the South side being sold in th&t finonth.
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Agriculture and Forestry

Revenue from the agriculture and forestry segmemeased by 13.1% to HK$19.9 million in 2016
as compared with the corresponding period in 2Btbsvever, operating loss increased by HK$6.0
million from HK$72.7 million in 2015 to HK$78.7 ntibn in 2016.

The difference is mainly due to (a) write-off ofdver plants, netting off with (b) gain on disposfl
bearer plants and (c) gain on subsidy and compensiabm local Government. Such items are
categorized as other income and gains, net unéecdhsolidated statement of profit or loss. In
2016, there was losses identified in physical couainly at Hebei and Shenyang area and the
Group recorded HK$10.9 million in write-off of beplants. No write-off of bearer plants was
recorded in 2015. Furthermore, there was HK$2IlBamigain on disposal of bearer plants due to
surrender of land upon land expropriation by tlmlgovernments in Xian and Guangzhou as no
land surrender was noted in 2015. Government gdulasid compensation income also increased
by HK$1.5 million as more development and cooperativith local government occurred in
current year.

The bearer plants balance decreased by 22.4% fil&&®®0 million in 2015 to HK$69.9 million
in 2016. The decrease in bearer plants balancevimsrily due to HK$10.9 million write-off,
HK$ 4.3 million depreciation and HK$ 5.3 million eéxange realignment derived from a
depreciation of RMB during the year.

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2016, the Group had a curreist 0atl.5 and a gearing ratio of 40.7% (31
December 2015: 1.4 and 30.1%, respectively). Tregigg ratio is computed by dividing the
Group’s total long-term bank borrowings of HK$2.Blibn by the Group’s equity of HK$5.5
billion. The Group’s operation and investments cargd to be financed by internal resources and
bank borrowings.

MATERIAL ACQUISITIONS AND DISPOSALS OF SUBSIDIARIES AND ASSOCIATED
COMPANIES

There was no material acquisition or disposal gf subsidiary or associated company during the
year.
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PLEDGE OF ASSETS AND CONTINGENT LIABILITIES

On 31 August 2016, an indirect wholly-owned suleylof the Company entered into a bank loan
facility. Under the facility, the issued share ¢apof certain indirect wholly-owned subsidiari€fs o
the Company and the property development project wkedged with that bank.

On 20 October 2016, a bank loan facility grantetheoCompany was fully refinanced by a newly
entered bank loan facility. The share mortgage @veindirect wholly-owned subsidiary of the
Company in respect of the former bank loan fachifg been released and discharged. There is no
such charge under the new bank loan facility.

Save as aforesaid, there was no material chantfeeiGroup’s pledge of assets and contingent
liabilities.

EVENT AFTER THE REPORTING PERIOD

Pursuant to the resolution passed at the extraamylgeneral meeting of the Company held on 23
December 2016, bonus shares were issued to shaeehivlhose names appeared on the register of
members of the Company on 5 January 2017, the Bé&xate, on the below basis:

(@) every four existing shares held by the ordingingreholders whose names appear in the
register of members of the Company on the Recotd;a

(b) every four shares that could be converted ofaartonverted” basis as if all the outstanding
CPSs held by the CP Shareholder(s), whose namef(®ags) in the register of CP
Shareholders of the Company on the Record Dates ws@nverted in full at their effective
conversion price immediately before the Record Date

On 9 January 2017, an amount of HK$28,141,849 signo the credit of the share premium
account was applied in paying up in full 2,814,886, ordinary shares of HK$0.01 each which
were allotted and issued as fully paid to the dialders who were entitled to those bonus shares.

PROSPECTS

Going forward, the coming year will be another tdvading year given the dynamic changes in the
macroeconomic environment worldwide. Despite thallehges, management believes that there
will still be growth opportunities for our businessand projects in China in the long run.
Management will continue to drive revenues whiléhatsame time be cost conscious to generate
returns and create value for our shareholders.
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Trading and Manufacturing
OEM toys manufacturing

The Group will seek opportunities to expand thedpot range and enlarge customer base with a
continuous focus on cost control and time to mapketuction.

We will keep up the successful accomplishment mdgpction of toy robots, drone and sensing
device through wifi, blue tooth and other mediutdganwhile, we will continue to explore the
possibility on producing new products from our érig toy categories.

The Group has traditionally invested heavily in R&D and engineering department and will
increase its capital investment into developing rieeshnology and manufacturing advances to
meet the increasingly complicated requirementsgti-tech toys from our clients. We plan to set
up a Wah Shing Academy to provide continuous edtatollaboration of know-how and to
further emphasise lean manufacturing. Managemdhseek to expand research departments and
collaborations with various academic institutiongwChina to further increase its competitiveness
and expertise in this field. We hope to get our V¥ilng Academy accreditation with various
reputable institutions.

Furthermore, the Group will further expand its proiibn capacity and has identified a few
suitable existing plants to support our businessvir in future.

Management holds positive view on the revenue drawR017 while at the same time continue to
be cost conscious in improving operation efficieaogl hence our service to clients.

Property Investment and Development

Property I nvestments

The Group has a property investment portfolio wdtal floor area of approximately 560,000
square metres in Mainland China and 298,000 sdaatéapproximately 28,000 square metres) in
Hong Kong. The investment properties in China amsthy in prime locations in Nanjing,
Shenyang and Tianjin.

With the management team effort, the occupancy reit¢he Avenue of Stars have improved and
management team will continue to increase the peaedlow so as to further increase its rental
contribution in the future. We will continue to rkat AOS as the leading fur mall in Northern
China and will build upon the majority market shtrat we have managed to capture over the last
few years.

Nanjing and Tianjin rental portfolio is expected have an upside as we are in progress in
implementing our commercialization strategy actbgsportfolio.

Meanwhile, the Group will actively consider offlaad non-core low-contribution investment

properties in Hong Kong and the PRC in order tdloeate resources to more promising
investment properties or land banks.
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Property Development

The completion of the acquisition of our propergvedlopment arm last year was a healthy
consolidation as well as a cost efficient streamdjrof our PRC property portfolios. Not only does
it bring relevant property development managemepegise to our existing land banks in the
prime locations of Nanjing and Tianjin, but it algives us the opportunity to retain high value
retail assets from our future property developnesteavours.

The construction work of the first phase of the €€arSquare in the Southern part of our Dadong
site in Shenyang is underway, and pre-sale waschathin December 2016. With its prime
location situated in the Zhongjie pedestrian conumérzone, a prime shopping area in Shenyang
with a mix of trendy boutiques, department stosgpping malls and hotels, management is
cautiously optimistic on the short term contribngdrom the project in light of recent relaxatidn o
residential policies in the second tier cities dird and the various supporting tax and deduction
of government fee policies.

The second phase of the Central Square in the dlortpart of Dadong site, which is directly

opposite from the pedestrian street to the abavstill in the planning stage. It is also a mixed
development project, and the positioning will berttatically in line with the South, with a slightly

higher classlistinction.

Our land bank in the Tianjin Wugqing district whighas acquired last year provides us with a
potential site area of over 200,000 square metnath,approximately 88,000 square metres have
paid the land premium and the project is curreatigier the planning stage. In light of the recent
development of the capital economic circle conc(@pﬁ@ff}ﬁﬁ;@ﬁﬁgﬂ) and that the Tianjin
government fxﬁiﬂjfﬁﬁ) recently announced the plan to develop the Wugiistrict into a
university zone?ﬂl ﬁf%’ﬁ%[ﬁjé’i@[ﬁ&%’*%ﬁj%ﬁ%) which is nearby our development site, we
are cautiously optimistic to its future contriburtso

Nanjing and Tianjin industrial land use conversiorcommercial will continue to be our area of
focus. The addition of the new property developinteam and track record will be a major
contribution for us to fully benefit from succedsfuture conversions.

Agriculture and Forestry

The Group currently has long-term leases of ové@3D mu (approximate to 333 million square
metres) of woodland, farmland, fishpond and lakecspn various major provinces in China, and is
focusing on the plantation of fruits and crops,tsas apple, winter date, peach, pear and corn, and
breeding of livestock, such as pig, for sale. Th®up will continue to explore plantation
opportunities for high profit margin species andu® on improving the sales distribution channels
S0 as to improve the revenue and also the openasuits of the segment.

Management will continue their effort in cost catind efficient resources utilisation with a view
to containing costs.
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PRINCIPAL RISKS AND UNCERTAINITIES

The following section lists out the key risks andcertainties facing the Group. It is a
non-exhaustive list and there may be other riskkswarcertainties additional to the key risk areas
outlined below.

Risks relating to Trading and Manufacturing

Macroeconomic environment

The Group designs and manufactures a wide varfatys, shoes and other leather products. Our
customers sell such products worldwide to the erstioeners. The Group’s financial performance,
therefore, hinges on the level of discretionarystomer spending in the markets in which our
products are eventually sold. Recessions, credeésiand other economic downturns can result in
less consumer disposable income and lower constconéidence. These factors can reduce orders
from our customers.

Cost increase

Cost increases, whether resulting from rising cotmaterials, transportation, minimum wage
legislations in Mainland or compliance with exigtior future regulatory requirements could
impact the profit margins realised by the Grouglmnsale of its products. In addition, the Group
could be the subject of future product liabilityitsuor product recalls, which could harm our
business.

Risks relating to Property Investment and Developmet

Risks associated with the property market in Mainland China

A significant part of the Group’s property portilis located in Mainland China and is therefore
subject to the risks associated with China’s priyperarket. The Group’s operations in Mainland
China may also be exposed to the risks of poli@nge, RMB exchange rate change, interest rate
change, demand-supply imbalance, and the overalagsic conditions, which may pose an
adverse impact on the Group’s business, finanoiadlition or results of operations.

Risks associated with the property market in Hong Kong

The state of Hong Kong’s economy and property madegislative and regulatory changes,

government policies and political conditions alswén an effect on the Group’s revenue derived
from the Group’s property portfolio in Hong Konghd& government may introduce property

cooling measures from time to time. Rental levelslong Kong are subject to competition arising
from supply in the primary sector.

Risks relating to Agriculture and Forestry

Risk associated with natural disasters or adverse weather conditions

The Group’s agriculture and forestry operations aargceptible to natural disasters and adverse
weather conditions such as droughts, floods anthagaakes, and environmental hazards. The
occurrence of any of the above events in or inecjm®ximity to our cultivation area may cause a

reduction or delay in our production output, whinhy adversely affect the Group’s business and
operating performance.

The Group will conduct regular reviews and focus roitigating the risks exposure of each
business unit.
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FINAL DIVIDEND

The Board does not recommend the payment of adinalend for the year ended 31 December
2016 (2015: Nil).

CORPORATE GOVERNANCE CODE

The Company had complied with all the code provisias set out in the Corporate Governance
Code contained in Appendix 14 of the Rules Goveyrilre Listing of Securities (the “Listing
Rules”) on the Stock Exchange throughout the yadeé 31 December 2016 except that:

()  Mr. Ng Hung Sang, the Chairman and an Executivedr of the Company, was unable to
attend the annual general meeting of the Compaldydre7 June 2016 since he had other
business engagements, which deviated from codesprovE.1.2; and

(i) the company secretary of the Company had resigmeg 8 January 2016, as such the
Company no longer complied with the requirementauriRlle 3.28 of the Listing Rules and,
hence, the relevant code provisions in respecbwipany secretary. The Company is in the
process of identifying a suitable candidate to thié vacancy in the office of company
secretary.

PURCHASE, SALE OR REDEMPTION OF THE LISTED SECURITI ES OF THE
COMPANY

Neither the Company nor any of its subsidiariescpased, sold or redeemed any of the listed
shares of the Company during the year ended 31lzee2016.

REVIEW OF FINANCIAL RESULTS

The Group’s annual results for the year ended 3ebwer 2016 have been reviewed by the Audit
Committee, which was of the opinion that the prapan of such annual results complied with the
applicable accounting standards and requiremets$har adequate disclosures were made.

By Order of the Board
South China Holdings Company Limited
Ng Hung Sang
Chairman and Executive Director

Hong Kong, 23 March 2017

As at the date of this announcement, the direaitbtke Company are (1) Mr. Ng Hung Sang, Ms.
Cheung Choi Ngor, Mr. Richard Howard Gorges, Mr. Xigk Fung Peter, Mr. Ng Yuk Yeung Paul
and Mr. Law Albert Yu Kwan as executive directd®;Ms. Ng Yuk Mui Jessica and Mr. David
Michael Norman as non-executive directors; andNB) Chiu Sin Chun, Sr Dr. Leung Tony Ka
Tung, Ms. Li Yuen Yu Alice, Mrs. Tse Wong Siu Yiralketh and Mr. Yip Dicky Peter, J.P. as
independent non-executive directors.
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