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FINANCIAL HIGHLIGHTS

B 2L
For the six months ended 30 June
BEXA=THLERER
2017 2016  YoY change
“E—tF —T—RF FLL2E)
(Restated)
(BE&51)
RMB’000 RMB’000
ARETT ARETT
(Unaudited) (Unaudited) (%)
(REEERZ) (REER) (%)
Continuing operations: SIEICBEETS
Revenue SHET 1,056,753 1,093,236 -3.3
Gross profit margin FH= 16.8% 17.6% -80bps
Loss for the period from REFECEER
continuing operations HEA R 1R (8,185) (142,006) 94.2
Discontinued operations: BRI
(Loss)/profit for the period KB & IFEL ¥R
from discontinued HEA (F1E),/
operations gl (124,128) 262,727 -147.2
(Loss)/profit attributable to AR TRMDEE A
equity shareholders fEfE (B18) /& F (195,655) 90,186 -316.9
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Dear Shareholders,

During the first half of 2017, China’s economy was
mixed with opportunities and challenges, with the
beginning of economic recovery on one hand
and return of economic slowdown on the other;
the overall operating environment has shown
no sign of a sustainable recovery. Confronted
with various risks and challenges, the Group has
adhered to its established policy of steady and
healthy growth, seeking long-term development
based on existing businesses so as to safeguard
shareholders’ interests.

For the purpose of safe and healthy development,
the Group completed a very substantial disposal
during the period under review. After the
completion of which, the Group’s business mainly
cover sales of international renowned watches
in areas such as Hong Kong, Macau and Taiwan
and manufacturing of related accessories. As at
30 June 2017, the Group recorded revenue of
RMB1,056,753,000 (the same period of 2016:
RMB1,093,236,000), representing a year-on-
year decrease of 3.3%; the Group recorded a
loss amounted to about RMB132,313,000 for the
period (six months ended 30 June 2016: profit
of RMB120,721,000). Loss attributable to equity
shareholders amounted to about RMB195,655,000
(six months ended 30 June 2016: profit of
RMB90,186,000). Decrease in the profit was
mainly due to net of non-recurring profits tax on
the disposal and decreased gross profit margin.
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For the sales of renowned watches, given
no substantive change in overall operating
environment, the Group placed emphasis
on refinement of business management and
improvement of operating efficiency. The Group
continued to take measures such as making
structural adjustment, optimising inventory and
strengthening operations, and at the same time
bolstered its scientific management so as to
promote a more comprehensive competitiveness
which in turn helped secure steady sales and
profits. The Group operated a total of 62 retail
outlets in areas such as Hong Kong, Macau and
Taiwan as at 30 June 2017, while the continual
slow-down of overall sales was improving as
despite the sign of recovery has arisen.

Benefiting from the proactive and progressive
strategic guidance, the Group’s industrial chain
of watch accessories continued to develop toward
a better prospect. With the increasing industrial
investment and enriching customer resources,
the Group’s cooperation with brand owners
has become even closer and deeper. During
the period under review, given the struggling
situation in watch industry, the industrial chain of
accessories managed to keep a growth in sales
with a year-on-year increase of 5.0%. The Group
has taken a further step towards strengthening its
overall market competitiveness, highlighting its
development potential.

It is expected that the economic situation will
remain unstable during the second half of this
year, however, the Hong Kong government
survey shows that the overall retail environment
is undergoing gradual recovery. The Group
will benefit from the favourable long-term
fundamentals in economic development in China,
the gradual recovery and growth in consumption
power of Mainland China visitors to Hong Kong,
and the rental adjustments. By continuously
leveraging its core competitiveness, the Group will
continue to identify new opportunities to achieve
breakthroughs and expand business despite the
current headwinds and challenges.
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Under the guidance of the philosophy of
“pragmatic yet innovative”, the Group will keep
moving forward by sticking to the principle of
“maintaining stable and healthy growth and
seeking sustainable development”. The Group
will endeavor to keep its renowned watch sales
healthy and stable and will step up efforts in
promoting watch industrial chain manufacturing
and other businesses, and on the other hand,
standing on a new starting point, we will also put
our heads together and all our efforts to explore
to engage a deeper level of cooperation with
brand suppliers and international peers through
various ways, and seek for newer and broader
development model for the Group in order to
create greater value for both our shareholders and
community at large.

By order of the Board
Zhang Yuping

Chairman

Hong Kong, 22 August 2017
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MANAGEMENT DISCUSSION
AND ANALYSIS

BB B o B

During the first half of 2017, China’s economy
was mixed with opportunities and challenges.
With the beginning of economic recovery on one
hand and the return of economic slowdown on
the other hand, the operating environment has
shown no sign of substantial recovery. Confronted
with various risks and challenges, the Group has
adhered to its established policy of steady and
healthy growth, seeking long-term development
based on existing businesses so as to safeguard
shareholders’ interests.

I.  Financial Review
Material investment, acquisition and disposal

The Company has completed a very substantial
disposal and connected transaction during the
period under review. The Company sold to Mr.
Zhang Yuping, the chairman and executive
director of the Company, 100% interest in £
BT IERIRIE AR AR (translated as Shanghai
Xinyu Fine Watch Service Co., Ltd. for illustration
only), and 75.54%
Holdings Limited (collectively, the “Disposal

interest in Harvest Max

Group”), at an aggregate cash consideration of
approximately RMB3.5 billion (the “Disposal”).
The purposes which were taken into consideration
by the Company at the time of the disposal were
mainly to release the Company’s high risk in its

6 Hengdeli Holdings Limited Interim Report 2017

“EtFLH¥F FEKEEES
* o —HEENREE  5—HHE
FRER KERFENDASUAEEMN
B AYSERARMKS - A5H
BHIEERE  AERBERBAX -
JRET  FRRE - URERERED

I
g -

— - BB

BEARE WBEREE
REBEHA NAFEHR T —HEIE
BEALEFERBERS - AR
RIAIARARERERATEST R F
SERETHH LSFFERRE
BRAB IR AT LR ER
BRRAEI75654% 2w (ARBH
E5E]) BRENVABESARSE
3,500,000,0007t ([P EEIE]) - &
NAEREERBEER - BHRAR
AlmER 2z MR KRB FEENE
mEEERRENELS - AQAEH
& HEREFIREEENBHRR K
EWERER EREEAREOMER
X HENERNREQARNES - I



financial position and focus on high potential
growth segments including the luxurious niche
brands. The Company believes that the Disposal
will effectively reduce the Group’s financial
risks and currency risks as well as achieve a
healthier financing model to ensure the safety
of the Company and lay a new foundation for
future development. For further information on the
Disposal, please see the circular “Very Substantial
Disposal And Connected Transaction” dated 29
March and the Notes to the Unaudited Interim
Financial Report attached hereto.

After the completion of the Disposal, the Group’s
current businesses mainly cover the sales of
internationally renowned watches in Hong Kong,
Macau and Taiwan and the manufacturing of
watch accessories. The items stated hereinafter
are all within this scope of business.

Revenue

As at 30 June 2017, the Group recorded revenue
of RMB1,056,753,000 (the six months ended 30
June 2016: RMB1,093,236,000), representing a
year-on-year decrease of 3.3%, among which
retail sales amounted to RMB833,804,000 (the six
months ended 30 June 2016: RMB880,966,000),
representing a year-on-year decrease of 5.4%;
the revenue from watch accessories and other
businesses amounted to RMB222,949,000 (the six
months ended 30 June 2016: RMB212,270,000),
representing a year-on-year increase of 5.0%.

The watch sales showed signs of recovery during
the first half of 2017, but the overall operating
environment has shown no sign of substantial
recovery. However, the production and sales of
the Group’s watch accessories business increased
due to a series of reforms and innovations.
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Breakdown of Revenue:

(for the six months ended 30 June)

HERED M
(BZRA=THIRER)

2017 2016
—E—tF —E—REF
RMB’000 RMB’000
AR AR
(F7¢) % (F7T) %
Retail Business TEXEB
Hong Kong Bt 758,654 71.8 805,229 73.7
Taiwan = 75,150 71 75,737 6.9
Watch accessories REEXS 222,949 211 212,270 19.4
manufacturing
and others
Total et 1,056,753 100 1,093,236 100
Q‘?\')a
© \9 o &/
Taiwan
=
71%
Watch accessories
manufacturing and others
BEEXS
21.1%
ang Kong
71.8%
e CERE)
NN
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Gross profit and gross profit margin

As at 30 June 2017, the Group’s gross profit
amounted to approximately RMB177,301,000 (six
months ended 30 June 2016: RMB192,095,000),
representing a year-on-year decrease of 7.7%.
Gross profit margin was approximately 16.8% (six
months ended 30 June 2016: 17.6%), representing
a year-on-year decrease of 80bps. The decreases
were mainly due to the increased flexibility of
sales discounts resulted from the fierce market
competition and subdued market environment.

Loss for the period

During the period under review, the Group
recorded a loss amounted to approximately
RMB132,313,000 (six months ended 30 June
2016: profit of RMB120,721,000). Loss attributable
to equity shareholders amounted to approximately
RMB195,655,000 (six months ended 30 June
2016: profit of RMB90,186,000). Decrease in the
profit was mainly due to net of non-recurring
profits tax on the disposal and decreased gross
profit margin.

Financial status and net debt to equity ratio

The Group maintained a sound and stable
financial position. As at 30 June 2017, the
Group had total equity of RMB5,622,716,000
(at 31 December 2016: RMB6,366,449,000) and
net current assets of RMB4,680,438,000 (at 31
December 2016: RMB4,999,574,000), with cash
and cash equivalents of RMB4,390,059,000 (at
31 December 2016: RMB2,942,229,000) and total
bank loans of RMB356,028,000 (at 31 December
2016: RMB2,885,336,000). As at 30 June 2017,
no bank loans bore interests at fixed rates (at
31 December 2016: RMB1,251,000,000, ranging
from 3.90% to 5.00%), and the remaining bank
loans bore interests at floating rates ranging from
1.70% to 3.06% (at 31 December 2016: 1.66% to
2.56%). As at 30 June 2017, approximately 0% (at
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31 December 2016: 43%), 60% (at 31 December
2016: 20%), 0% (at 31 December 2016: 32%) and
40% (at 31 December 2016: 5%) of bank loans
were denominated in RMB, HKD, USD and NTD,
respectively. The maturity profile of bank loans is
set out in notes to the Unaudited Interim Financial
Report. During the period under review, there
was no sign of significant changes in the Group’s
demand for loans in a particular quarter.

As at 30 June 2017, the aggregate principal
amount of the USD-settled senior notes due
in 2018 of the Company was approximately
USD111,428,000 (at 31 December 2016:
USD211,428,000). Combining the net amount of
the senior notes with bank loans, the Group’s
total debt amounted to RMB1,123,544,000 (at 31
December 2016: RMB4,384,535,000). The net
debt to equity ratio of the Group was zero (at 31
December 2016: 22.7%) (net debt is defined as
total debt (which includes total interest-bearing
borrowings and senior notes) less cash and cash
equivalents), it established a solid foundation for
the further business expansion of the Group.

The Group adopts prudent treasury policies in
financial and cash management, manages bank
credit availability and monitors risks of credit cost
centrally in various ways. The Group maintains
a good partnership with a number of banks
which provide facilities, and reviews their funding
liquidity and financing requirements regularly.
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Foreign exchange risk

The Group’s transactions are mainly denominated
in RMB, HKD and USD. During the period under
review, the foreign exchange movements of such
currencies were managed properly. Accordingly,
the Group was not exposed to significant risks
associated with foreign exchange fluctuations.
The Group has not entered into foreign exchange
hedging arrangements to manage foreign
exchange risk but has been actively monitoring
its foreign exchange risk.

Pledge of assets

As at 30 June 2017, the Group had land and
buildings equivalent to RMB106,570,000 (at 31
December 2016: RMB113,839,000) pledged as
security for mortgage.

Contingent liabilities

As at 30 June 2017, the Group had no material
contingent liabilities (at 31 December 2016: nil).

Current assets

As at 30 June 2017, the current assets of the Group
amounted to approximately RMB6,150,817,000
(at 31 December 2016: RMB10,038,700,000),
comprising inventories of approximately
RMB1,453,740,000 (at 31 December 2016:
RMB5,689,925,000), trade and other receivables of
approximately RMB307,018,000 (at 31 December
2016: RMB1,397,482,000), cash and cash
equivalents of approximately RMB4,390,059,000
(at 31 December 2016: RMB2,942,229,000).
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As at 30 June 2017, cash and cash equivalents of
approximately 2% (at 31 December 2016: 51%),
97% (at 31 December 2016: 48%) and 1% (at 31
December 2016: 1%) were denominated in RMB,
HKD and other currencies, respectively.

Current liabilities

As at 30 June 2017, the current liabilities of
the Group amounted to approximately
RMB1,470,379,000 (at 31 December 2016:
RMB5,039,126,000), comprising bank loans of
approximately RMB267,471,000 (at 31 December
2016: RMB2,641,387,000), trade and other
payables of approximately RMB279,447,000 (at 31
December 2016: RMB1,656,371,000, and current
tax payable of approximately RMB155,945,000 (at
31 December 2016: RMB28,710,000).

Capital structure

The Company’s capital structure is composed of
issued share capital, reserves and accumulated
profits. As at 30 June 2017, the issued share
capital of the Company was 4,773,298,959
shares, (at 31 December 2016: 4,779,810,959
shares) with reserves and accumulated profits
of RMB5,538,881,000 (at 31 December 2016:
RMB5,723,456,000) in total.

Dividends

Pursuant to the Company’s announcement dated
28 July 2017, special dividend of RMBO0.25 per
share (HKDO0.28 per share) will be distributed
by the Company to all shareholders whose
names appear on the register of members of the
Company on the record date of 16 August 2017.
The Board does not recommend the payment of
any interim dividend for the period ended 30 June
2017 (for the six months ended 30 June 2016: Nil).
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Il. Business Review

During the period under review, the Group’s
business primarily focused on the sale of
internationally renowned branded watches, related
customer services and maintenance in Hong
Kong, Macau and Taiwan and watch accessories
manufacturing.

Retail Network

The Group’s retail network mainly located in
Hong Kong, Macau and Taiwan, where retail
stores mainly included “Elegant”, “Hengdeli”
and certain single-brand boutiques. “Elegant” is
mainly located in Hong Kong, selling high-end
internationally renowned brands, “Hengdeli” is
mainly located in Taiwan, selling mid-end and mid-
to-high-end internationally renowned brands. The
Group operated a total of 62 retail outlets in Hong
Kong, Macau and Taiwan as at 30 June 2017, as
detailed below:
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Hong Kong
and Macau Taiwan Total
] =¥ | st
Elegant —BRE% 5 1 6
Hengdeli Z1EH - 31 31
Brand boutiques meEEE 7 18 25
Total st 12 50 62

The Group has maintained sound business
relationships with various world-renowned brand
watch suppliers over the years, including SWATCH
Group, LVMH Group, RICHEMONT Group and
KERING Group, etc. As at 30 June 2017, the
Group was engaged in the distribution of over 50

international brands from the above four major brand
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suppliers and other independent watchmakers,
including Breguet, Bulgari, Cartier, Girard-Perregaux,
Harry Winston, IWC, Jaeger-LeCoultre, Longines,
Mido, Omega, Parmigiani, Tissot, Vacheron-
Constantin, Zenith, etc. During the period under
review, the Group continued to step up its efforts in
aligning the brands to enhance its brand portfolio,
paving the way for long-term business development
and stabilizing overall sales performance.

Hong Kong and Macau

The Group’s retail business in Hong Kong mainly
focuses on high-end brands, including Blancpain,
Breguet, Bulgari, Cartier, Chopard, Dewitt, Franck
Muller, Girard-Perregaux, Harry Winston, IWC,
Jaeger-LeCoultre, Omega, Panerai, Piaget,
Parmigiani, Vacheron Constantin, Zenith, etc. To
adapt to the changes in the mix and consumption
patterns of visitors to Hong Kong in recent years,
the Group also started to deploy multi-layer brand
positioning in Hong Kong, introducing certain
mid-to-high-end brands in order to expand market
share and maintain its leading position in the
region.

During the period under review, the business
environment in Hong Kong has started to show
signs of economic recovery on one hand and
return of economic slowdown on the other. Overall,
Hong Kong’s retail sector was still lackluster
despite the recent positive signs in the retail
market. According to the retail statistics released
by the Hong Kong Government at the end of June
2017, the value of sales of watches & jewelries and
other precious gift items increased as compared
with the same period of last year, showing a sign
of improvement in the Hong Kong market. During
the period under review, the Group’s sales in Hong
Kong region is still in decline, but the decrease
has effectively narrowed down.
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Elegant focused on refined management during
the period under review, including merging of
single-brand boutiques to lower operating
cost, while strengthening the staff training at
different levels and enhancing the knowledge in
watches and the service standards of the frontline
staff. Efforts were also made to upgrade the
management model and build up a talent pool
to foster a world-class professional sales force
for expanding market share. Meanwhile, Elegant
continued to strengthen its marketing campaigns.
Resources were committed to collaborating more
closely with a broadened portfolio of international
brands in advertising, VIP events and other
promotional activities. Social networking platforms
such as Facebook, Weibo and WeChat were used
to establish and maintain sound interaction with
consumers, aiming to enhance their awareness
of and loyalty for Elegant, and hence uplift the
international reputation of the “Elegant” brand.

As at 30 June 2017, Elegant operated a total of
12 retail outlets in Hong Kong, of which 5 were
multi-brand “Elegant” shops and 7 were single-
brand boutiques or image stores, mainly located
in prime commercial districts such as Tsim Sha
Tsui, Central and Causeway Bay. During the period
under review, an “Elegant” multi-brand shop was
opened on Yun Ping Road, Causeway Bay where
has all long been a commercially prosperous
district. The opening of this shop is expected to
contribute to the increase of the Group’s sales in
Hong Kong.

According to the relevant statistics released by
the Census and Statistics Department of Hong
Kong, the number of visitors to Hong Kong is
gradually returning to stable conditions and local
consumption demands are also increasing. The
retail market in Hong Kong has begun to turn
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up after having bottomed out and these have
provided good preconditions for the Group’s
development in Hong Kong. During the second
half of the year, the Group will continue to tap
into the full potential and explore and enhance in
various ways the cooperation with brand suppliers.
Elegant will leverage on its own advantages and
seize business opportunities at the new historical
starting point to explore for more market share
and profits.

The business environment in Macau has witnessed
substantial positive changes during the period
under review. According to the statistics released
by the Macau Government, the lottery industry in
Macau has shown the signs for a better future,
the revenue of which has recorded month-on-
month increase for eleven months in a row with a
good momentum of growth. All these are bound to
promote the development of local tourism industry
and retail business.

During the period under review, the Group entered
into a lease contract with a famous international
hotel in Macau in preparation for opening an
internationally renowned watch retail shop. The
Group believes that under the good momentum in
the macro economy, the Group’s sales in Macau
will usher in a healthy growth along with that in
Hong Kong.

Taiwan

During the period under review, the Group’s retail
business in Taiwan was in the process of network
building and nurturing, focusing on the sales
of mid-end and mid-to-high-end watch brands.
The Group operated a total of 50 retail outlets
in Taiwan as at 30 June 2017, mainly located
in prime districts including Taipei, Taichung,
Kaohsiung, Hsinchu and Chiayi. Except for one
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“Elegant” shop which sells top-end watches and
certain single-brand boutiques, all other retail
outlets are “Hengdeli” shops which sell mid-end
and mid-to-high-end watch brands like Certina,
Hamilton, Longines, Rado, TAG Heuer, Tissot, etc.

During the period under review, the retail sector
in Taiwan remains stable and does not have
much change compared to that of last year. The
main sales target is still local customers. Through
cautious planning, the Group opened an “Elegant”
store at Section 5, Chungshiao East Road in the
downtown area of Taipei in May 2017. The store
was a self-owned property. The opening of the
store saves a considerable amount of rental costs
while embodying the Group’s strategic goal of
in-depth development in the Taiwan region. After
the opening, the store has been highly acclaimed
in respects of taste and sales by consumers and
suppliers, which is expected to bring in more
new customers in the future to contribute to the
increase of the Group’s market share in the Taiwan
region.

With the even closer economic and trade
contacts between Taiwan, Mainland China and
Hong Kong, the Group believes that the further
fusion of economics and cultures in Mainland
China, Hong Kong, Macau and Taiwan areas will
encourage more tourists from places including
Mainland China and Hong Kong to go to Taiwan
for sightseeing and shopping, bringing new
opportunities for development of the Group’s retail
business in Taiwan region.

Watch accessories industrial chain

The Group has a rather mature industrial chain
for watch accessories manufacturing, mainly
spanning from the manufacturing of watch
packaging products to commercial space
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design, production and decoration. The factories
are mainly located in Shanghai, Guangzhou and
Dongguan. Our branches and subsidiaries have
earned a solid reputation in their respective
fields, forming tight relationships, mutual trust
and interest sharing with brand suppliers. A wide
customer base covering China, Switzerland, the
United States and other nations in the Asia Pacific
region etc. has been established.

In light of the Group’s proactive and progressive
strategy, the Group continued to progress
well in the construction of watch accessories
industrial chain during the period under review.
With the increasing industrial investment and
the enriching customer resources, the Group
has also collaborated more closely with brand
suppliers. Stable increase was achieved in the
Group’s export business, the concept of “one-
stop commercial space” (one-stop design,
production and decoration) is being accepted by
more and more brand suppliers in the industry.
The information management system has been
launched in branches and subsidiaries and
production automation has been timely updated.
During the period under review, the Group’s two
new factories located in Suzhou and Guangzhou
respectively have been formally put into operation,
and both are designed in compliance with the
latest requirements of Environmental Impact
Assessment (EIA). Meanwhile, highly qualified
specialists are engaged for technical innovation.
Despite the overall downturn in sales of renowned
watch, through unremitting efforts, the Group’s
industrial chain of watch accessories has made
a growth in sales during the period under
review, an increase of 5.0% as compared with
the same period of last year. The overall market
competitiveness has achieved a better result,
demonstrating its development potential.
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“Made in China 2025” has formed an early form
since its announcement and implementation
two years ago. During the second half of 2017,
the Group will actively respond to the Chinese
government’s industrial strategy, fully seize
the development opportunities brought by the
industry 4.0, and further strengthen the industrial
management together with technical R&D and
innovation. The Group will promote positive use
of automated and semi-automated production
technology to improve labor productivity, and
continue to develop new techniques and products
to meet the market demands. The Group believes
that the watch accessories industrial chain has
become an indispensable part in the business
of the Company, which injects a new impetus
for the growth of the Company and safeguards
the sustainable business development of the
Company.

Customer Service and Maintenance

“Cutting-edge technology, efficient management,
and considerate services” are the solemn
commitments made by the Group to consumers,
providing customers with assurance and
confidence. Coupled with the continuing training
provided by brand suppliers to the Group’s
technical personnel, the human resources policy
of recruiting talents worldwide has ensured the
Group to have its own elite technicians and stay
at the cutting edge of maintenance expertise
internationally.

The watch repairs and maintenance centers
covering Hong Kong and Taiwan ensure the
timely delivery of widespread all-round after-sale
services to customers. During the period under
review, Elegant engaged top international watch
technicians to provide international first-rate watch
repair and maintenance services so as to strive
for perfection in customer service. The Group
serves consumers with superior skills and great
enthusiasm.
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Business of the Discontinued Operations

The Company has completed a very substantial
disposal and connected transaction on 28 June
2017. The Company sold to Mr. Zhang Yuping, the
chairman and executive director of the Company,
100% interest in LA TFEERBBR QA
(translated as Shanghai Xinyu Fine Watch Service
Co., Ltd. for illustration only), and 75.54% interest
in Harvest Max Holdings Limited (“Harvest Max”).
The sold businesses mainly include the sale of
watches in Mainland China, customer service and
maintenance in Mainland China, and the Harvest
Max segment.

The sale of watches includes retail and brand
distribution. The retail outlet “Prime Time” has
been positioned to sell mid-end and mid-to-high-
end internationally renowned branded watches
in Mainland China, including Hamilton, Certina,
Tissot, Mido, and CK. Harvest Max is primarily
engaged in sales of jewelries and a small quantity
of watches. The Group’s business in Mainland
China and the business of Harvest Max have seen
stable increase during the period under review.

lll. Social Responsibility and Human
Resources

As the cornerstone of its corporate management
and social responsibility, the Group has always
been advocating the corporate spirit of “mutual
respect, shouldering responsibility, close
collaboration and ongoing innovations” under the
people-oriented core value.

As at 30 June 2017, the Group had a total of
2,407 employees in Mainland China, Hong Kong
and Taiwan. The Group is always committed to
developing and adding value to human resources.
The Group implements a standard recruitment
system and allocates resources to training of
various kinds for managerial staff, front-line service
staff and maintenance technicians, which covers,
among others, the art of management, sales skills,
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brand knowledge and service awareness, with an
aim to enhance the knowledge, marketing skills
and service capability of our staff. The Group also
works with our brand suppliers to provide front-
line service staff and maintenance technicians
with regular training in brand knowledge and
maintenance expertise.

The Group offers a competitive remuneration
package and various incentives to all employees,
and regularly reviews the structure of relevant
mechanisms to cope with corporate development
needs. Share options and awarded shares are
granted to the general management staff and
relevant persons of the Company in recognition
of their contributions to the Group and as an
incentive for their greater future commitment. The
Group also offers other benefits to its employees,
including MPF plans, insurance schemes, housing
and meal allowances.

Environmental protection is one of the top priorities
for the Group’s sustainable development. During
the period under review, subsidiaries of the Group’s
industrial segment were in strict compliance with
national regulations. Reports on pollutants were
submitted regularly to environmental authorities
as required. All pollutant emissions including
sewage and gas passed annual inspection and
met national standards.

The Group has maintained sound business
relationships with many world-renowned watch
brand suppliers over the years, including SWATCH
Group, LVMH Group, RICHEMONT Group and
KERING Group, etc. During the period under
review, the Group was engaged in the distribution
of over 50 internationally renowned brands from
the above four major brand suppliers and other
independent watchmakers. The branches and
subsidiaries of the Group carried out strict
quality control processes on products to align
with national quality standards completely,
fully safeguarding the interests of clients and
consumers.
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Apart from its efforts in achieving business results
and creating brand value, the Group spares effort
in making a presence in public welfare activities.
The Group has conscientiously made due
contributions to education, healthcare, sports and
other welfare undertakings through its donations
to The Community Chest of Hong Kong, Po Leung
Kuk of Hong Kong, and Hong Kong Red Cross.

IV. Outlook

It is expected that the economic condition will
remain unstable during the second half of this
year. However, the Hong Kong government survey
data indicates a gradually improving overall
retail condition. The Group will benefit from the
favourable long-term fundamentals in economic
development in China, the gradual recovery in
consumption power of Mainland China visitors
to Hong Kong, and the rental adjustments. By
continuously leveraging its core competitiveness,
the Group will identify new opportunities to achieve
breakthroughs and expand business despite the
current headwinds and challenges.

Under the guidance of the philosophy of
“pragmatic yet innovative”, the Group will keep
moving forward by sticking to the principle of
“maintaining stable and healthy growth and
seeking sustainable development”. The Group
will endeavor to keep its renowned watch sales
healthy and stable and put more effort to facilitate
the rapid development of the watch accessories
industrial chain; on the other hand, we are
standing on a new starting point, will put our
heads together and all our efforts to explore,
aiming to identify a new development mode, and
generate greater value for the shareholders and
the community at large.

22 Hengdeli Holdings Limited  Interim Report 2017

AEBERECEN G  BREAME
ENRROER2ET G RRED
BREBRAGDE BERRE B
AtFEEMEZREN  E3F -
BE BESRAHFETHMETES
HERER -

C RERRE

BEt THEREBERZDIE R
E - BEERBRFHEEERET - BE
TERBIEZ LB - FREBEER
£ H 1) 4 O R 1R R EREE - OB A
TERHEEEORBRAEEK HE®
ZRROEERNLET - REBEBHEE
BEBFNROBET N EREEM
BRSHA AR - ORI RE R
AR e

REBBEERS [ FIRER  HE
BRI ZRA - ATKRERIR] 692
SOl ERERT - —HEZHRER
BREHENRREERE - IMANE
RTFREXHEESEBORERE
# o B—TH > BIVEBERAEE
ZLk &RBER RARR UZE
FAEBEHERLBERRITETE
RERNEIE  FREEEH  TE
MBERENX  ARRNMHEEEES
BEE -



Directors’ and Chief Executives’ Interests
and Short Positions in Shares, Underlying
Shares and Debentures of the Company or
Any of Its Associated Corporations

As at 30 June 2017, the interests or short positions
of each of the directors and chief executives in
the shares, underlying shares and debentures
of the Company and its associated corporations
(within the meaning of Part XV of the Securities
and Futures Ordinance (Chapter 571 of the Laws
of Hong Kong) (“SFO”)) which were recorded in
the register required to be kept by the Company
pursuant to section 352 of the SFO; or were
required to be notified to the Company and The
Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests or short
positions which they are deemed or taken to have
under such provisions of the SFO); and were
required pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers to be
notified to the Company and the Stock Exchange
were as follows:

REPORT OF DIRECTORS

EHFHEE

ESRBETHRASHEAELRAT
SAEMABZERD - AERA
REEE2EERAR

RZZE—+FRA=+H  BFER&
BITHRAERARA R EARER
(EBEABBEDIENEEZRRAE
Pl (138 5 R BB 5P) FXVED)
Bty - BRI R EREES  BHHR
578 7 N B (G DI S 35215 A2 SR A
REVATHFE 2 ERMA 2 #m KR
B RAREEF KA E GO EXVE
FTRFESHD  HRHMARBREE
BMEaXSHMBRAR (TBRA]) 2
EaELAR (BRERERES RBAEK
IR Z B IR B ERRIEEE
MEmSORR) ¢ RIRE EWAR A
B EMARESFETESRHNIRE
SFRRE - RBHARR R
HEMORBIT

Number of Approximate

Name of Director Nature of Interest Shares Percentage
EERE ERME ROHE KWEDL
(Note 2)
(Kizt2)
Mr. Zhang Yuping Interest of Controlled 1,581,340,501 #%(L) 33.13%
REF A Corporation and Beneficial
Owner (Note 1)
RS EEEE R EREEA
(H15E1)
Mr. Huang Yonghua Beneficial Owner 51,908,8008%(L) 1.09%
mKERAE EmEB A
Mr. Lee Shu Chung, Beneficial Owner 1,620,000/%(L) 0.03%
Stan EmEB A
FRIBEE

The letter “L” denotes the person’s long positions in the
Shares.
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Note 1: Mr. Zhang Yuping owned 100% of the issued share
capital of Best Growth International Limited (“Best
Growth”), which in turn held 1,501,616,901 shares of
the Company as at 30 June 2017. During the period
under review, Mr. Zhang Yuping held 79,723,600
shares of the Company under his name. Accordingly,
Mr. Zhang Yuping held 1,581,340,501 shares of the
Company in aggregate, representing 33.13% of the
issued share capital.

Note 2: Shareholding percentage is based on 4,773,298,959
issued shares of the Company as at 30 June 2017.

Save as disclosed above, as far as the directors
and chief executives of the Company were aware,
as at 30 June 2017, none of the directors and chief
executives had any interests or short positions in
the shares, underlying shares or debentures of
the Company or any of its associated corporations
which were recorded in the register required to
be kept by the Company pursuant to section 352
of the SFO; or 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
interests or short positions which they are deemed
or taken to have under such provisions of the
SFO); and were required pursuant to the Model
Code for Securities Transactions by directors of
Listed Issuers to be notified to the Company and
the Stock Exchange.
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Substantial Shareholders’ Interests and
Short Positions in Shares and Underlying
Shares of the Company

As far as the directors were aware, as at 30
June 2017, the interests or short positions of the
persons in the shares and underlying shares of
the Company which were recorded in the register
required to be kept by the Company pursuant to
section 336 of the SFO were as follows:

Name of Shareholder

FERRFEAQARH REH
vl £3589

REEMAL R-_ZT—tHF A=
T B - RARB R K AHE R T
BEHIREES KB GIIF3861%L
B RARBATHFEZERMAZ
REIORBRALINT

Number of Approximate
Shares Percentage

RERHEE R E KWEDL
(Note 7)
(K1527)
Best Growth (Note 1) 1,501,616,901 (L) 31.46%
=38 (f7571)
Mr. Zhang Yuping (Note 1) 1,5681,340,501 (L) 33.13%
REE A (HiET)
The Swatch Group (Hong Kong) Limited (Note 2) 437,800,000 (L) 9.17%
(Btat2)
The Swatch Group Limited (Note 2) (#17£2) 437,800,000 (L) 9.17%
Ying Hua Holdings Limited (Note 3) (#7:#3) 384,596,000 (L) 8.06%
Mr. Kwok Ying Shing (Note 3) 384,596,000 (L) 8.06%
FEK & (H:773)
PA View Opportunity Il Limited (Note 4) (/1:%4) 384,596,000 (L) 8.06%
384,596,000 (S) 8.06%
Pacific Alliance Asia Opportunity Fund L.P. 384,596,000 (L) 8.06%
(Note 4) (K1zt4) 384,596,000 (S) 8.06%
Pacific Alliance Group Asset Management 384,596,000 (L) 8.06%
Limited (Note 4) (f15F4) 384,596,000 (S) 8.06%
Pacific Alliance Investment
Management Limited (Note 4) (K:£4) 384,596,000 (L) 8.06%
384,596,000 (S) 8.06%
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Name of Shareholder

IR IR &

Number of Approximate
Shares Percentage
ROHE HEDL
(Note 7)

(Hit7)

Pacific Alliance Group Limited (Note 4) (ff#4)
PAG Holdings Limited (Note 4) (Kt:£4)
China Life Reinsurance Company Ltd. (Note 5)

(H7:E5)

China Property & Casualty Reinsurance
Company Ltd. (Note 5) (f1i£5)

China Reinsurance (Group) Corporation. (Note 5)

(His#s)
Central Huijin Investment Ltd. (Note 5) (f13#5)

LVMH Watches & Jewelry Hong Kong Limited
(Note 6) (f1it6)

TAG Heuer SA (Note 6) (f1376)

TAG Heuer International SA (Note 6) (f1:£6)
LVMH Asia Pacific Limited (Note 6) (/#1:#6)
Sofidiv SAS (Note 6) (/#1:#6)

LVMH Moet Hennessy Louis Vuitton SE (formerly
known as LVMH SA) (Note 6) (/1#6)

384,596,000 (L)
384,596,000 (S)

384,596,000 (L)
384,596,000 (S)

167,650,000 (L)

168,951,000 (L)

336,601,000 (L)

336,601,000 (L)

20,354,400 (L)

20,354,400 (L)
20,354,400 (L)
263,282,000 (L)
283,636,400 (L)

283,636,400 (L)

8.06%
8.06%

8.06%
8.06%

3.51%

3.54%

7.05%

7.05%

0.43%

0.43%

0.43%

5.52%

5.94%

5.94%

The letter “L" denotes the person’s long positions in the
Shares.

The letter “S” denotes the person’s short positions in the
Shares.
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Note 1:

Note 2:

Note 3:

Note 4:

Note 5:

Mr. Zhang Yuping owned 100% of the issued share
capital of Best Growth International Limited (“Best
Growth”), which in turn held 1,501,616,901 shares of
the Company as at 30 June 2017. During the period
under review, Mr. Zhang Yuping held 79,723,600
shares of the Company under his name. Accordingly,
Mr. Zhang Yuping held 1,581,340,501 shares of the
Company in aggregate, representing 33.13% of the
issued share capital.

These 437,800,000 shares were held in the name
of and registered in the capacity of The Swatch
Group (Hong Kong) Limited as a beneficial owner.
The entire issued share capital of The Swatch Group
(Hong Kong) Limited was beneficially owned by The
Swatch Group Limited. The Swatch Group Limited
was taken to be interested in all the shares held by
The Swatch Group (Hong Kong) Limited under the
SFO.

According to the relevant information, these
384,596,000 shares were registered and held by
Ying Hua Holdings Limited, and Mr. Kwok Ying Shing
owned 100% interest in Ying Hua Holdings Limited.

According to the disclosed information notified to
the Company, PA View Opportunity Il Limited held
interest and short positions in 384,596,000 shares of
the Company in the capacity of investment manager.
Pacific Alliance Asia Opportunity Fund L.P. held
100% interest in PA View Opportunity Il Limited,
and Pacific Alliance Group Asset Management
Limited is the general partner of Pacific Alliance Asia
Opportunity Fund L.P.. Pacific Alliance Investment
Management Limited owned 100% interest in Pacific
Alliance Group Asset Management Limited. Pacific
Alliance Group Limited owned 90% interest in
Pacific Alliance Investment Management Limited.
PAG Holdings Limited owned 99.17% interest in
Pacific Alliance Group Limited. The abovementioned
organizations were considered to hold interest and
short positions in these 384,596,000 shares under
Part XV of the SFO.

According to the relevant information, among
336,601,000 shares, 167,650,000 shares were
held and registered in the name of China Life
Reinsurance Company Ltd., 168,951,000 shares
were held and registered in the name of China
Property & Casualty Reinsurance Company Ltd.
Central Huijin Investment Ltd. held 71.56% interest in
China Reinsurance (Group) Corporation, and China
Reinsurance (Group) Corporation held 100% interest
in each of China Life Reinsurance Company Ltd. and
China Property & Casualty Reinsurance Company
Ltd.

HiaET -

Hiat2 :

a3 -

Hiat4 :

Hiats -

FRAERAT A

R FEEBRBEREBFERA A
(T3Z A A1) 100%H B 1T B4 -
M&zARR=_T—+tF~A=1H
FAHARTF,501,616,901 BB
RIS AR EREEALEARE
# A A& 2§ B’ 1979,723,6008% °
B RMFRESHEBAEARARAR
191,581,340,5010% * {55 /T RA
#)33.13% °

% %437,800,0000% B 13 AThe
Swatch Group (Hong Kong)
Limted AE=HEBAELEELER
H4%4 : The Swatch Group (Hong
Kong) LimitedZ & &0 B %17 R A
fiThe Swatch Group Limited®
wmER REBEZFFRBEGKRD -
The Swatch Group Limited&{ER
The Swatch Group (Hong Kong)
Limited# B Z FT A fk 5 % A& &

= o

RIBEREHR - %%384,596,000A%
i3 Ying Hua Holdings Limited
BRIWHE MBREKEELERE
AYing Hua Holdings Limited °

REBEARABRENEZREE
¥ PA View Opportunity Il
Limited AR ELKEFHHEE A
‘A 7)384,596,000/% A% ) 2 # &%
K % A& e Pacific Alliance Asia
Opportunity Fund L.P.¥ HPA
View Opportunity Il Limited 100%
BHEZS » MPacific Alliance Group
Asset Management Limited%
Pacific Alliance Asia Opportunity
Fund L.P.#) — & & % A(general
partner) > Pacific Alliance
Investment Management Limited
% & ¥ BPacific Alliance Group
Asset Management Limited °
Pacific Alliance Group Limited
# APacific Alliance Investment
Management Limited 90%/£z5 °
PAG Holdings Limited8] # &
Pacific Alliance Group Limited
99.17%# % - RIBE(EH LB EK
Bl EXVED - Ll F B ERR R
¥ %% 384,596,000 i 10 2 #E
KRR e

BIRAMER - 525336,601,000/%
%15 % B China Life Reinsurance
Company Ltd.JA & & % & 22 &
# A ¥ $167,650,0000% &China
Property & Casualty Reinsurance
Company Ltd.JA H % % & 50 k4%
B & 168,951,0000% ° Central
Huijin Investment Ltd.# &China
Reinsurance (Group) Corporation
271.56%% z: ' TfChina
Reinsurance (Group) Corporation
¥ AChina Life Reinsurance
Company Ltd.&China Property &
Casualty Reinsurance Company
Ltd. FrE i A -
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Note 6: Among these 283,636,400 shares, 20,354,400
shares were held and registered in the name of
LVMH Watches & Jewelry Hong Kong Limited and
263,282,000 shares were held and registered in
the name of LVMH Asia Pacific Limited. The entire
interest of LVMH Watches & Jewelry Hong Kong
Limited was owned by TAG Heuer SA, and TAG
Heuer International SA beneficially owned 100%
interest in TAG Heuer SA. Sofidiv SAS beneficially
owned 100% interest in each of TAG Heuer
International SA and LVMH Moet Hennessy Louis
Vuitton SE (formerly known as LVMH SA) owned
100% interest in Sofidiv SAS.

Note 7: Shareholding percentage is based on 4,773,298,959
issued shares of the Company as at 30 June 2017.

Save as disclosed above, as at 30 June 2017, the
Company had not been notified by any persons
of the Company, who had any interests or short
positions in the shares or underlying shares of
the Company which were recorded in the register
required to be kept by the Company pursuant to
section 336 of the SFO.

Dividend Distribution

Pursuant to the Company’s announcement dated
28 July 2017, special dividend of RMBO0.25 per
share (HKDO0.28 per share) will be distributed
by the Company to all shareholders whose
names appear on the register of members of the
Company on the record date of 16 August 2017.
The Board does not recommend the payment of
interim dividend for the six months ended 30 June
2017 (for the six months ended 30 June 2016: Nil).
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Equity-linked Agreements
Share Award Scheme

On 25 March 2015, a share award scheme
was adopted by the Company to recognise
the contributions of certain participants to the
Company and to attract suitable personnel for the
growth and further development of the Company
(the “Share Award Scheme”).

Subject to any early termination as may be
the Share Award
Scheme shall be valid for a term of ten (10) years

determined by the Board,

commencing on the adoption date. The Board may
select any participants, other than any excluded
participants, for participation in the Share Award
Scheme and determine the award amount for the
purchase of the awarded shares to be awarded
to the selected participants. The Board is entitled
to impose any conditions (including a period of
continued service within the Group) as it deems
appropriate in its absolute discretion with respect
to the entitlement of the selected participants to
the awarded shares. No consideration for the
awarded shares is needed to be paid by the
selected participants to the Company. The Board
shall not make any further award of awarded
shares which will result in the nominal value of
the shares awarded by the Board under the Share
Award Scheme exceeding 10% of the issued
share capital of the Company as at the adoption
date. The maximum number of shares which may
be awarded to a selected participant under the
Share Award Scheme in a 12-month period shall
not exceed 0.5% of the total issued share capital
of the Company as at the adoption date or such
number of shares as determined by the Board
from time to time.

The Share Award Scheme shall terminate on
the earlier of the 10th anniversary date of the
adoption date or such date of early termination as
determined by the Board.

R AD 1 #9155 %
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During the period under review, the Company
granted 5,684,000 awarded shares to 11
employees of the Group (2 of them being the
executive directors) on 5 May 2017. The closing
price of the awarded shares of the Company on
the reference date was HKDO0.91. The vesting date
of the awarded shares was 12 May 2017. Details
of the grant of awarded shares are as follows:

EESHAN ARFAR=-ZE—+tFH
FAEHBRAAEBEI1RET (EHPM
ABRRARPITES) B RERMHD
5,684,000k - E2EZHBKMEAR
0918 FERAMA-Z—+tFH
A+=H - Gl LEERMNHEE
BRAET :

Number of

awarded shares

(share)

RBROHE (KR)

Independent third parties BYE=F 4,284,000
Connected persons FEAT

— Mr. Huang Yonghua — EOKELAE 600,000

— Mr. Lee Shu Chung, Stan — FRiBEE 800,000

Total st 5,684,000

Details of the Share Award Scheme are set out
in the announcements of the Company dated 25
March 2015 and 5 May 2017.

Share Option Scheme

At the annual general meeting held on 15 May
2015, the share option scheme of the Company
was adopted conditionally to grant options to
selected participants including but not limited
to directors and employees of the Group as
incentives or rewards for their contributions to
the Group (the “Share Option Scheme”). Subject
to any early termination as may be determined
by the Board, the Share Option Scheme shall be
valid and effective for a term of ten (10) years
commencing on the adoption date.
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Under the Share Option Scheme, subject to the
discretion of the directors, there is no minimum
period for which an option must be held before
it can be exercised. Each option has a validity
of maximum 10 years after which the option shall
lapse. The total number of shares issued and to be
issued upon exercise of the options granted to the
eligible participants in any 12-month period must
not exceed 1% of the shares in issue. The exercise
price shall not be less than the higher of: (i) the
closing price of the shares as stated in the daily
quotation sheets issued by the Stock Exchange on
the date of offer of that option; (ii) the average of
the closing prices per shares as stated in the daily
quotation sheets issued by the Stock Exchange for
the five business days immediately preceding the
date of offer of that option; and (iii) the nominal
value of the shares.

Under the Share Option Scheme, the grantee
shall accept the option within ten days from the
date of the offer to grant the share option and pay
HKD1.00 to the Company as consideration for the
grant upon acceptance of the option.
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Options granted in 2017

Closing

price of
the shares  Number
immediately of options

before the as at
Name of Date of Exercise Exercise dateof 1 January
grantee grant period price grant 2017

ZERE  R2017%

REZ-—tFRHZBRE

Number of Percentage
options lapsed of the
in accordance number

with the terms ~~ Number ~ of options
Number ~ Number of the options  of options to the
of options  of options or the share outstanding total share

exercised  cancelled option scheme asat capital

duringthe duringthe  duringthe 30 June of the

period period period 2017 Company
HARE

BRERT  Rooi7E  BREHE
FERE 68308 #23

RS 1B1Bz  BAmE  HAEs HEEN HROREN  BRAH
FEARZ RERE TR fifE RAKHE BREZR BREHE BREXE BREHE BRESE Epind
(HKD) ~ (HKD)
(B%) (B%)
Director - - - - - - - - - -
S
Other eligible 20 January 20 January 2020 091 091 - - - - 2,000,000 0.042%
participants 2017 to 19 January
2022
HbeER  017F  200F1A28
BEE 1A08  ZaoeE
1A190
Tota - - - - 2000000 0.042%
43t

As at 30 June 2017, the issued share capital of
the Company was 4,773,298,959 shares and the
number of the options outstanding was 2,000,000
shares (2016: nil).

Purchase, Sale or Repurchase of Securities

During the period under review, the Company
redeemed USD100,000,000 aggregate principal
amount of senior notes at a total redemption price
of USD102,152,777.78. The repurchased senior
notes had been cancelled.
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The USD-settled senior notes were issued in 2013
and shall become due in 2018 with an interest
rate of 6.25% per annum. As at 26 June 2017, the
Company still held an aggregate principal amount
of USD111,428,000 in the senior notes and was
subject to the terms of the indenture governing
the senior notes. All the outstanding senior notes
had been redeemed on 26 July 2017.

During the period under review, the Company
repurchased a total of 26,512,000 (the first
half of 2016: nil) listed shares on the Stock
Exchange by way of acquisition from the market.
The total consideration paid was approximately
HKD 18,840,000, including related expenses. The
details are as follows:

FHMEBEZBRUETLEE  R=F%
—ZFHT - N\FRH F
FBE6.25%  HE-T—+LF~A
—+tARB ARBRMEBEEAEE
111,428,000 T EEEE - WX
PRI E ZRAZLUER - A RE
HEAEEENR _E—+F+A-+
NABHED -

REBEHA KRR BKRES
AEBHIAMBEE EWRMHE L
26,512,000 (=T — /N L4 -
#) AHINCBEREONABE
18,840,000t (B2 EHEAEA) « 5
BT ¢

Approximate

aggregate

consideration

(HKD)

Number  Highest price Lowest price (excluding

of shares  per share paid per share paid related

repurchased (HKD) (HKD) expenses)

BHERE

Date of 2RER 28R (&%)
repurchase BEER BIKER (Fa#E
of shares BERHAH BERG A (B%) (&%) EEEA)
1 June 2017 201746 A 1R 6,512,000 0.70 0.69 4,555,480
27 June 2017 2017466 H27H 4,000,000 0.72 0.71 2,860,000
28 June 2017 201746 A28H 4,000,000 0.72 0.71 2,860,000
29 June 2017 2017F6A29H 6,000,000 0.72 0.70 4,260,000
30 June 2017 201766 H30H 6,000,000 0.72 0.70 4,260,000

Among the repurchased shares, 6,512,000
shares had been cancelled on 15 June 2017, the
remaining 20,000,000 shares had been cancelled
on 6 July 2017.

The repurchases are in the interests of the
Company and its shareholders as a whole with a
view to enhancing the net assets value per share
of the Company.
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Save as disclosed above, neither the Company
nor any of its subsidiaries purchased, sold or
redeemed any of the Company'’s listed securities
as at 30 June 2017.

Disclosure of Information on the Websites
of the Company and the Stock Exchange

An interim report for the six months ended 30 June
2017 containing all the information required by
Appendix 16 to the Listing Rules will be dispatched
to the shareholders of the Company and published
on the website of the Stock Exchange and the
website of the Company in due course.

Acknowledgement

The directors would like to take this opportunity to
express our sincere thanks to all the shareholders
for their continuous support and to all our staff
for their dedication and contribution to the Group
during the reporting period.

General Information

As at the date of this report, the executive
directors are Mr. Zhang Yuping (chairman), Mr.
Huang Yonghua and Mr. Lee Shu Chung, Stan,
the non-executive directors are Mr. Shi Zhongyang
and Ms. Chen Jun, and the independent non-
executive directors are Mr. Cai Jianmin, Mr. Wong
Kam Fai, William and Mr. Liu Xueling.

By Order of the Board
Zhang Yuping
Chairman

Hong Kong, 22 August 2017
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CORPORATE GOVERNANCE

Compliance with the Corporate
Governance Code

The Company has always been committed to
maintaining a high standard of corporate
governance to ensure transparency, so that the
interests of our shareholders and the cooperative
development among our customers, employees
and the Group can be safeguarded.

The Company has adopted the Corporate
Governance Code (“CG Code”) as set out in
Appendix 14 to the Listing Rules.

The directors are of the opinion that the Company
complied with the CG Code during the period
under review, except for a deviation from the
provision A.2.1. Given the existing corporate
structure, the roles of the chairman and chief
executive have not been separated, and both
are performed by Mr. Zhang Yuping. Although
the roles and duties of the chairman and chief
executive have been performed by the same
individual, all major decisions would only be made
(where applicable) after consultation with the
Board. There are three independent non-executive
directors in the Board which is in compliance with
the requirements of rules 3.10(1), 3.10(2) and
3.10(A) of the Listing Rules. All of them possess
adequate independence and therefore the Board
considers that the Company has achieved balance
of power and provided sufficient assurance for
scientific decision-making.

Corporate Governance Functions

In order to ensure the interests of our shareholders,
the Board of the Company has procured the
Group to establish departments dedicated to
the supervision and risk control of finance and
business operation. Such departments conduct
audits and examination of all aspects and at all
departments twice or thrice a year and participate
into operating activities of the Group from time to
time, so as to enhance internal control and ensure
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the sound development of the enterprise. The
audit committee and the Board of the Company
have reviewed the effectiveness of our internal
control system to ensure to have regular face
to face contact with the management at least
twice a year and timely collect information. During
the period under review, the audit committee
and the Board have completed its annual review
on the risk management and internal control
systems (including their effectiveness) through
communication with the head of finance and risk
control department of the Group. Based on the
reviews made by independent review organisations
of the risk management and internal control
systems of the Group, the Company considers
that these systems are effective and adequate,
and will continue to review the effectiveness of
these systems as well as improve the internal
administration and control systems of the Group
if required.

Audit Committee

The Company has established an audit committee
in compliance with rule 3.21 of the Listing Rules.
The audit committee of the Company comprises
three independent non-executive directors, with
the primary duties of reviewing the accounting
principles and practices adopted by the Company
as well as material extraordinary items, and
discussing about auditing internal controls and
financial reporting matters, including reviewing
the unaudited interim report for the period ended
30 June 2017.

Compliance with the Model Code for
Securities Transactions by Directors

For the six months ended 30 June 2017, the
Company has adopted a code for securities
transactions by directors on terms no less
exacting than the standard required by the Model
Code for Securities Transactions by directors
of Listed Issuers as set out in Appendix 10 to
the Listing Rules. All directors have confirmed,
following specific enquiry by the Company,
their compliance with the required standard for
securities transactions by directors set out in the
above code.
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INTERIM RESULTS

The board of directors (the “Board”) of Hengdeli
Holdings Limited (the “Company”) is pleased to
present the unaudited consolidated interim results
of the Company and its subsidiaries (the “Group”)
for the six months ended 30 June 2017, along with
the comparative figures and selected explanatory

notes, which are prepared in accordance with the

Hong Kong Financial Reporting Standards issued
by the Hong Kong Institute of Certified Public
Accountants, and have been reviewed by the
Audit Committee of the Company.
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

WT\ }E ﬁ?%

for the six months ended 30 June 2017 — unaudited (Expressed in Renminbi)

REERZ (UAREZ3])

BEZ—tFRA=THLEXRER -

Six Months ended 30 June
BERA=THLEAEAR

2017 2016
—E—+F —E—RFE
(Restated)
(BE5)
Note RMB’000 RMB’000
Hizz ARET AREFT

Continuing operations: BEQEER
Revenue W= 3 1,056,753 1,093,236
Cost of sales HEKA (879,452) (901,141)
Gross profit EF 3 177,301 192,095
Other revenue H e 4 5,789 4,597
Other net income/(loss) Hilezs /(F18) #58 4 68,966 (15,278)
Distribution costs VK =N (122,180) (132,437)
Administrative expenses THEHR (63,717) (81,500)
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Six Months ended 30 June
BEAA=THLAEA

2017 2016

—E2—tF —E—REF

(Restated)

(BE75))

Note RMB’000 RMB’000

Hist ARMEF T ARETFT

Profit/(loss) from operations  && %%/ (F58) 66,159 (32,523)

Finance costs RS AR 5(a) (54,326) (91,303)

Profit/(loss) before taxation  BREBLEDEF /(FE) 5 11,833 (123,826)

Income tax KT 6 (20,018) (18,180)
Loss for the period from REFESEERKZ

continuing operations HMREE (8,185) (142,006)

Discontinued operations: RIPREER

(Loss)/profit for the period from RE KR IFELEE 2

discontinued operations A (&), &F 7 (124,128) 262,727

(Loss)/profit for the period  HiR (&51E) /% 7F (132,313) 120,721
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Six Months ended 30 June
HEAA=THLAEA

2017 2016
—E—tF —E—RE
(Restated)
(B&5)
Note RMB’000 RMB’000
Hiet AR®T T ARBTT
Attributable to: PEfE
Equity shareholders ARERMFEFEA
of the Company
— continuing operations —BELEER (12,077) (147,022)
- discontinued operations — IR E T (183,578) 237,208
(195,655) 90,186
Non-controlling interests IR A
— continuing operations — BBICE ¥R 3,892 5,016
- discontinued operations — IR IR 59,450 25,519
63,342 30,535
(Loss)/profit for the period  HIx (£518) /%A (132,313) 120,721
Basic and diluted (losses)) SREXREE
earnings per share (&58)/ BA| 8
— continuing operations — FHBIC LT RMB(0.003)  RMB(0.031)
- discontinued operations — RIS R RMB(0.038) RMB0.050
RMB(0.041)  RMBO0.019

The notes on pages 48 to 77 form part of this

interim financial report.
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS

AND OTHER COMPREHENSIVE INCOME

Sy iR AR M B0t 2T A R

for the six months ended 30 June 2017 — unaudited (Expressed in Renminbi)

BE_ZT—ELFRNA=ZTHLERNER - REEX (UARKZS)

Six Months ended 30 June
BEASA=THLAEAR

2017 2016
—E—tF ZE—REF
(Restated)
(BE75)
Note RMB’000 RMB’000
Mzt AR®BTR AREFT
(Loss)/profit for the period HR (B58),&=A (132,313) 120,721
Other comprehensive HAREM2EBA
income for the period
Items that may be BRAEETIEE
reclassified subsequently Bm2EA
to profit or loss:
Available-for-sale securities: At EES
net movement in the fair DA EREEZS
value reserve FER 10 44,525 91,395
Exchange differences on YAS B SN B A 7]
translation of overseas BTSSR P
subsidiaries’ financial ZIERERE
statements (61,134) (33,742)
Release of exchange i E B A A
reserve upon disposal B2
of subsidiaries 7(c) 52,192 -
35,583 57,653
Item that will not be BERIeEN I EE
reclassified subsequently BRZIER -
to profit or loss:
Exchange differences on MERD BB
translation of the BRATEEZ
Company’s financial B Z 5
statements (34,030) 29,140
Total comprehensive income  HIAZEW AL
for the period (130,760) 207,514
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Six Months ended 30 June
BEA~A=THILLAEA

2017 2016
—E—tfF —T—RF
(Restated)
(BE7))
Note RMB’000 RMB’000
Hiat ARBTR AREET T
Attributable to: i
Equity shareholders ARARNDFEEA
of the Company
— continuing operations — FHEREER (9,139) (62,076)
- discontinued operations — BRI ET (183,578) 239,055
(192,717) 176,979
Non-controlling interests R
- continuing operations — BEREER 2,507 5,016
- discontinued operations — IR PR 59,450 25,519
61,957 30,535
Total comprehensive income  HIRZEIR A&
for the period (130,760) 207,514

The notes on pages 48 to 77 form part of this  548F77H & M+t B 4w 8 81 75 =7
interim financial report. H2—2n o
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

B AR DL

at 30 June 2017 — unaudited (Expressed in Renminbi)
RZZ—tFRA=1TH — REEZ (UARKZ3])

At 30 June 2017 At 31 December 2016
R-B-t% RZE—RE
~A=TH +-A=+-H
Note RMB’000 RMB’000 RMB’000 RMB’000
Wiz AR%®Tr AR¥TR ARETE ARETR
Non-current assets FREBEE
Investment properties RENE 146,941 37,311
Other property, plant and Hih%x - BE R
equipment RiE 9 366,882 1,561,199
513,823 1,598,510
Intangible assets BN AE 14,433 73,758
Goodwill RS 254,962 455,827
Interest in joint ventures REEDAZER - 58,323
Other investments HikE 10 237,437 200,903
Prepayment and deposits ENFEREE 12 9,669 17,291
Deferred tax assets B EAE 511 139,806
1,030,835 2,544,418
Current assets REEE
Inventories PE3s 11 1,453,740 5,607,412
Trade and other receivables B E 555K
Hih IR 12 307,018 1,366,222
Cash and cash equivalents BEeRBEEZEN 13 4,390,059 2,791,572
6,150,817 9,765,206
Assets classified as held BEABARELEY
for sale BE - 273,494
6,150,817 10,038,700
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At 30 June 2017

At 31 December 2016

R-E-t% RoE—RE
RAZtH +-A=t-8
Note RMB’000  RMB’000 RMB'000 RMB’'000
Mz AR%Tn ARETn ARETE ARETER
Current liabilities nBAE
Trade and other payables EREZERR
HitER5E 14 279,447 1,623,890
Bank loans BITER 15 267471 2,641,387
Senior notes BLEE 16 767,516 709,083
Current taxation REEA T 17 155,945 32,196
1,470,379 5,006,556
Liabilities classified as held BEABARELEY
for sale afE - 32,570
1,470,379 5,039,126
Net current assets RBEEFE 4,680,438 4,999,574
Total assets less current BEERRDAR
liabilities 5,711,273 7,543,992
Non-current liabilities Eik =N
Bank loans BIER 15 88,557 243,949
Senior notes BEEE 16 - 790,116
Deferred tax liabilities ERREARE - 143,478
88,557 1,177,543
NET ASSETS EEFE 5,622,716 6,366,449
CAPITAL AND RESERVES BRR G
Share capital A 22,812 22,841
Reserves [#lE 5,538,881 5,723,456
Total equity attributable KARARBHEEA
to equity shareholders ElEGZAR
of the Company 5,561,693 5,746,297
Non-controlling interests FERER 61,023 620,152
TOTAL EQUITY Emam 5,622,716 6,366,449

The notes on pages 48 to 77 form part of this
interim financial report.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
fok B 2 58 B %

for the six months ended 30 June 2017 — unaudited (Expressed in Renminbi)

BE_ZT—ELFRNA=ZTHLERNER - REEX (UARKZS)

Attributable to equity shareholders of the Company

AARRBEEARG
Capital PRC Non-
Share  Share redemption  Capital Exchange statutory Fairvalue Retained controlling Total
capital ~ premium reserve  reserve  reserve  reserve  reserve profits Total interests  equity
hEEE AR FER

Bx  RiE BAWEGE AAGR ERXBR  BR BRF REE g% B NS
Note RMBOOO RMBOOD ~ RMBOOD RMBOOO AMBOOD RVBOOD RMBOOO RMBODD RMBOOD  RMBOOO RMBUOID
M \RBTL ARRTR ARRTR ARMTRL ARMTR ARETR ARRTL ARMTL ARMTRL ARBTRL ARMTL

Balance at 1 January 2016 R=%-7~E-A-A

i3] 22841 2,685,142 257 (4073) (199.242) 459491 - 3002471 5930787 609,570 6,540,357
Changes in equity forthe six ~ EZ-F-xExA=1A
months ended 30 June 2016 1t AER ZERED
Proft for the period Bmigd - - = = = = - 90,186 90,186 3053 120,721
Other comprehensive income Ef2ERA - - - - (4602 - 913% - 86,793 - 86793
Total comprehensive income 2ERAEE = = = - (4602) - 913% 90186 176979 3053 207514
Dividends to holders of
non-contralling interests - - - - - - - - - (7,708)  (7,708)
Shares granted under share
award scheme = = = 4285 = = = = 4,285 = 4,285
Acquisition of additional equity ~ WER-FEHEAR
interest in subsidiary ZENRE - - - - - - - - - (2500)  (2.500)
Balance at 30 June 2016 R-B-#EXA=TR

P33 22841 2,685,142 257 (35888) (203844) 459491 91,395 3092657 6,112,051 629897 6,741,948
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Attributable to equity shareholders of the Company

ALARBEEARE
Capital PRC Non-
Share  Share redemption  Capital Exchange statutory Fairvalue Retained controlling
capital premium  reserve  reserve  reserve  reserve  reserve profits Total interests
HERE  AME FER
Bx  REER BAWERE EAEE EXHE i B REE it i
Note  RMBO0O RMBOOO  RMBOOO RMBOOO RMBO00 RMBOOO RMBIOOO RMBOOO RMBOOD  RMB'OD

# ARETR ARBTL ARMTR ARMTRL ARMTT ARRTL ARETT

Total
equity

il
RMBO0D

KRBT ARBTT ARBTT ARETRL

(Lossprofi for the period 7 (F8)/ 7 = - - - - - - (411564 (411564) 15305 (396,259)
Other comprehensive income ~~ Ef2ERA - - - - M0 - 3858 - 4598 768 53650
Total comprehensive income 2ERALE = = = - T4 - 38508 (411564) (365.5%) 22987 (342609)
Dividends to holders of ERERESHEA
non-controlling interests 2 = - - - - - - - - (32718 (32718
Transfer between reserves RiE/mEY - - - - - 01139 - (91,139) - - -
Acquistion of additional equity ~ KER-EHEAT
Interest n a subsidiary ZENRE - - - (1) - - = - (1) (7
Balance at 31 December 2016 W=F-AE1=R
and 1 January 2017 St-RR-E-tE

-B-R2EH 22,841 2,685,142 257 (36,046) (196,404) 550630 129923 2,589,954 5,746,297 620,152 6,366,449
Changes in equity for the six ~ BE=F-+£AA=1R
months ended 30 June 207 1tER 2 ERSE
(Loss)profit for the period B (B58) /&7 - - - - - - - (195655 (195655 63342 (132313)
Other comprehensive income £ 2FMRA - - - - (99 E ] - (49254 (1385)  (50,639)
Release of exchange resere  SHENBRFRHZ
upon disposal of subsidiaries  EX & 70 - - - - 5% - - - 5% - R
Total comprehensive income 2ARAEE - - - - (4,587) - 44525 (195,655) (192,717) 61957 (130,760)
Dividends to holders of EHEAREREA
non-controling inferests 2R - - - - - - - - - (s (2r884)
Shares purchased under RERDEBTHEE
share award scheme B 18(d) - - - (4050 - - - - (4050 - (4050)
Shares granted under share  BERALEHERT
anard scheme Rf 18(d) - - - 450 - - - - 4508 - 4508
Purchase of own shares BERLARR 18(b)
~par vl - 29) - - - - - - - -
- premium paid -BffiE - (309 - - - - - - (39%) - (39%)
- ransfer between reserves -l mEs - (29) 2 - - - - - - - -
Purchase of own shares but BERLTERRTH
not cancelled 2 18(b) - - - (12,563) - - - - (12,563) - (12,563)
Capitalinjection from FoRERTE
Non-controlling interests - - - - - - - - - 10,400 10,100
Acquisiion of additional equity  WER-EHEAT
interest in & subsidary 2ENRE - - ) - - - S0 (858)  (325%0)
Disposal of equity interests i~ HEHBAT 2R
subsidiaries - - - 318 - (5%6,451) - 526535 28269  (574750) (546,481)
Balance at 30 June 2017 H-B-tERRZTH

&8 22,812 2,681,119 266 (13,994) (207991) 14179 174448 2,920,834 5,561,693 61,023 5,622,716

The notes on

interim financial report.

pages 48 to 77 form part of this
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT

s GBS ER

for the six months ended 30 June 2017 — unaudited (Expressed in Renminbi)

BE_ZT—ELFRNA=ZTHLERNER - REEX (UARKZS)

Six Months ended 30 June
HEANA=THLAEA

2017 2016
—E—tF —T—RF
Note RMB’000 RMB’000
Hist AR®BT R AREFT
Operating activities REEE
Cash generated from/(used in) &&F15 /(Fr#E)
operations He 1,146,006 (38,109)
Income tax paid AR (145,629) (92,483)
Net cash generated from/ RETERE
(used in) operating activities  (Ff#E) & 55 1,000,377 (130,592)
Investing activities REEH
Payment for the purchase BEAME  BEK
of property, plant and B INE
equipment (53,602) (29,183)
Net proceed from disposal HER T T
of discontinued operations PS5 BF 5 7(c) 2,358,352 -
Other cash flows arising REETHEL Y
from investing activities HAIR e 77,705 34,614
Net cash generated from BB ERSNEHEFE
investing activities 2,382,455 5,431
Financing activities MEEH
Redemption of senior notes BEOELER 16 (702,699) (916,112)
Other cash flows arising from  BEEBEL
financing activities HinRE 7w (1,146,311) 1,221,790
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Six Months ended 30 June
HEAA=THLAEA

2017 2016
—E—+tF —T-RF
Note RMB’000 RMB’000

Hrat AR®BTT ARETT

Net cash (used in)/generated @& EH) (FriE) / FTi5
from financing activities e 58 (1,849,010) 305,678

Net increase in cash and HEeRBREEEY
cash equivalents BINFE 1,533,822 180,517

Cash and cash equivalents R—B—HzBEER
at 1 January BHEZEY 13 2,942,229 1,910,351

Effect of foreign exchange INEERBE S
rates changes (85,992) 12,159

Cash and cash equivalents RAB=+THEZEER
at 30 June HEZEY 13 4,390,059 2,103,027

The notes on pages 48 to 77 form part of this  ZF48F77H Z M 5T B 7~ & 5 B 755 3R
interim financial report. LZ—EMD o
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NOTES TO THE UNAUDITED INTERIM FINANCIAL

REPORT
AR FEH % BT 5 e 7 i

(Expressed in Renminbi unless otherwise indicated)

(REEEHAN  BEAAREZ)

1 Basis of preparation

This interim financial report has been prepared
in accordance with the applicable disclosure
provisions of the Rules Governing the Listing
of Securities on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”), including
compliance with Hong Kong Accounting Standard
(HKAS) 34,
by the Hong Kong Institute of Certified Public

Interim financial reporting, issued

Accountants (HKICPA). It was authorised for issue
on 22 August 2017.

The interim financial report has been prepared
in accordance with the same accounting policies
adopted in the 2016 annual financial statements,
except for the accounting policy changes that
are expected to be reflected in the 2017 annual
financial statements. Details of any changes in
accounting policies are set out in note 2.

The preparation of an interim financial report 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.
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This interim financial report contains condensed
consolidated financial statements and selected
explanatory notes. The notes include an
explanation of events and transactions that are
significant to an understanding of the changes in
financial position and performance of the Group
since the 2016 annual financial statements.
The condensed consolidated interim financial
statements and 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 (“HKFRSs”).

The financial information relating to the financial
year ended 31 December 2016 that is included
in the interim financial report as comparative
information does not constitute the Company’s
statutory financial statements for that financial year
but is derived from those financial statements.
Statutory financial statements for the vyear
ended 31 December 2016 are available from
the Company’s registered office. The auditors
have expressed an unqualified opinion on those
financial statements in their report dated 29 March
2017.

Key event

Pursuant to an announcement dated 30 December
2016, the Company entered into a sale and
purchase agreement to dispose of its equity
interests in Shanghai Xinyu Fine Watch Services
Co., Ltd. and its subsidiaries (“Xinyu Group”) and
Harvest Max Holdings Limited (“Harvest Max”)
(collectively, the “Disposal Group”).
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Xinyu Group comprises the Group’s mainland
China retail segment
and watch repair and maintenance business
(collectively, the “Mainland China Watch
Business”). The very substantial disposal (“VSD”)
transaction was approved by independent
shareholders on 25 April 2017.

segment, wholesale

Pursuant to an announcement dated 28 June
2017, the Group has completed the sale of its
equity interests in the Disposal Group for a cash
consideration of RMB3,468 million. Details of this
disposal were set out in note 7 to the consolidated
financial information.

2 Changes in accounting policies

The HKICPA has issued several amendments
to HKFRSs that are first effective for the current
accounting period of the group. None of these
developments has had a material effect on how
the group’s results and financial position for the
current or prior periods have been prepared or
presented in this interim financial report.

The group has not applied any new standard
or interpretation that is not yet effective for the
current accounting period.
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3 Segment reporting

The Group manages its businesses by divisions,
which are organised by a mixture of both business
lines (products and services) and geography
(mainly in Mainland China, Hong Kong and
Taiwan). In a manner consistent with the way in
which information is reported internally to the
Group’s most senior executive management for the
purpose of resource allocation and performance
assessment, the Group has presented the
following five reportable segments. No operating
segments have been aggregated to form the
following reportable segments.

° Retail segments (includes three segments
for watches retail in Mainland China, Taiwan
and Hong Kong and one segment Harvest
Max for jewellery and watches retail in
Hong Kong): given the importance of the
retail division to the Group, the Group’s
retail business is segregated further into
four reportable segments on a geographical
and products and services basis, as the
divisional managers for each of these regions
report directly to the senior executive team.
All segments primarily derive their retail
revenue through their own retail network. As
disclosed in note 7, the segment Mainland
China and Harvest Max are classified as
discontinued operations.
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. Wholesale segment: this segment distributes
numerous world renowned brand watches
in Mainland China and as disclosed in note
7, the wholesale segment is classified as a
discontinued operation.

(a) Information about profit or loss and
assets

For the purposes of assessing segment
performance and allocating resources between
segments, the Group’'s senior executive
management monitors the profit or loss and assets
attributable to each reportable segment on the
following basis:

Revenue and expenses are allocated to the
reportable segments with reference to sales
generated by those segments and the expenses
incurred by those segments. However, other than
reporting inter-segment sales, assistance provided
by one segment to another, including sharing of
assets, is not measured.

The measure used for reporting segment profit is
“gross profit”.

Segment assets represent inventories only, without
eliminating the unrealised inter-segment profits.
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Information regarding the Group’s reportable
segments as provided to the Group’s most senior
executive management for the purposes of

AR FRRAEERS

BITHE

BABRBZERSELDHBRR
A 2 AR E 285 882 B RH 0

resource allocation and assessment of segment | °
performance for the period is set out below.
Continuing operations
FELERE
Retail All others Sub-total
k- fiast it
Hong Kong Taiwan
B ol
2017 2016 2017 2016 2017 2016 2017 2016
ZB-tF IR E ZE-tF DR Bt DB R CR-tF DR
RMB’000 RMB'000 RMB’000 RMB'000 RMB’000 RMB'000 RMB'000 RMB'000
ARMTL  ARBTT  AR¥TR  ARBTR  ARMTR | ARMTR  ARBTR  ARETR
For the six months ended 30 June ~ BEZEAA=TRLAER
Revenue from external customers REMIRE 2 iz 758,654 805,229 75,150 75,737 222,949 212,270 1,056,753 1,093,236
Reportable segment revenue ERANE 758,654 805,229 75,150 75,787 202,949 212,210 1,056,753 1,093,236
Reportable segment gross profit EHANER 124,551 138,138 21,305 20,591 31,445 33,366 177301 192,095
Continuing operations
RREEEY
Retail All others Sub-total
E -0 At
Hong Kong Taiwan
ER ol
30June 31 December 30 31 December 30June 31 December 30June 31 December
217 216 June 2017 216 2017 216 2017 2016
= e I e i S I s
IB-tE 28 -t T2A -t ToA -t 2R
AAZTR =t-B #A=1A =t-B #~A=1A =t-B #~A=tA =t-H
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB’000 RMB'000
ARMTR | ARETT  ARBTR | ARETT  ARMTR  ARETR @ ARBTR | ARETL
Reportable segmen assels ERAYAE L5281 127650 186734 201 121725 975 145370 | 154649
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Discontinued operations

RIELERE
Retail Wholesale Harvest Max Al others Sub-total
28 #& L] fiEst it
Mainland China
HEAS

07 N6 2007 206
“8-tF ZENF CE-tE R
RMB'000 ~ RMBOOD RMB000 ~ RMBO0D
ABRBTR ARMTR ARBTL ARETR

07 06 2007 2016 2017 206
“8-tF ZEAF Z%-tF SR F D8t ZR R
RMB'000 ~ RMBOOD RMB000 ~RMBOOD RMB'000  RMBIOOD
AB®TR ARETT ARBTR ARMTR ARRTR ARETR

For the six months ended 30 June HZAA=
Revenue from external customers &S %FZW@ 3016179 277012 1,613,719 1523766
Inter-segment revenue SEkE - - 2197417 2121712

528,306 442504 56353 53976 5214557 4790462
- = - 13146 2191M7 2134857

Reportable segment revenue 2RAPNE 3016179 2770126 381,136 3645478 528,306 442594 56353 67121 7411974 6925319
Reportable segment gross profit 2EAHEN 884,645 811372 198814 ~ 174182 464209 384798 30141 36293 1,586,899 1406645
Discontinued operations
RLBEER
Retail Wholesale Harvest Max Al others Sub-total
b #a& L} iz:4 it
Mainland China
HERE
3 3 kil kil kil

30June December 30 June December
2017 2016 2017 2016

IB5E IBE
“E-tE T2f -%-t£ =R
AB=tH | =t-B XA=tB @ =t-H

RMB'000 ~ RMB'000  RMB’000 ~ RMBI0OOO
ARMTR ARBTT ARWTR ARETI

30June December 30 June December 30 June December
2017 2016 2017 2016 2017 2016
“FREF nt i3 IBE
Z8-tF TR —R-tf T2 Z8-tF 128
ABEtH | =t-H AA=tB | =t-H #A=tH  =t-H
RMB'000 ~ RMBOO RMB'000 = RMB'OO0 RMB’000 ~ RMBI0OO
ARBTL ARETR ARMTL ARETRT ARWTL ARETT

Reportable segment assets SRIPEE 2,479,563 2,560,035 1,374,753 1,532,301

90,455 82513 11,191 12,434 3,955,962 4,187,283

Results and assets of the segment below the
quantitative thresholds (“All others”) are mainly
attributable to a watch accessories manufacture
business (“continuing operations”) and a
watch repairing and maintenance business
(“discontinued operations”).
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(b) Reconciliations of reportable segment

profit or loss

(b) 2R HIERDZHIR

Continuing Discontinued
operations operations Total
BERERY RIEGEER fif
2017 2016 2017 2016 2017 2016
ZE-tfE T ZE-tF T ZE-tf 2T
RMB’000 ~ RMB'000  RMB’000 ~ RMB'000  RMB’000 ~ RMB'000
ARMETR ARETR ARMTR ARETT ARMTR ARETR
For the six months BEAA=TRLE
ended 30 June ~EA
Revenue )6
Total revenues for reportable 2R S8z
segments 833,804 880,966 7,355,621 6,858,198 8,189,425 7,739,164
Revenue for other segments  E /5 &l 222949 212,270 56,353 67,121 279,302 279,391
Elimination of inter-segment 8% Sz
fevenue - _ (2197417) (2,134857) (2,197417) (2134,857)
Consolidated revenue Gaka 1,056,753 1,093,236 5,214,557 4,790,462 6,271,310 5,883,698
Profit o
Total gross profit for ZRAHPEEN
reportable segments 151,296 158,729  1,547758 1,370,352 1,699,054 1,529,081
Profit for other segments B n S 26,005 33,366 39,14 36,293 65,146 69,659
177,301 192,095 1,586,899 1,406,645 1,764,200 1,598,740
Other revenue Etola 5,789 4597 58,207 76,731 63,996 81,328
Other net income/(loss) ol /(BR) %8 68966  (15,279) 6,793 (3210) 75759  (18.488)
Distribution costs AR (122,180) ~ (132.437) (1,152,715) (1,056,389) (1,274,895) (1,188,826)
Administrative expenses THER (63,717) = (81,500)  (95,506) = (81,592)  (159,223) = (163,092)
Other operating income EfpmefA - - 770 - 770 -
Finance costs BHgAA (54326)  (91303)  (32,296)  (12.215)  (86,622) = (103,518)
Share of profits of joint N
ventures - - 245 334 245 334
Consolidated profit/(loss) BRABRHAER/
before taxation (E8) 1,833 (123826) 972397 330,304 384230 206478
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4 Other revenue and net income/(loss)

4 HitlzmRKA(EE)
R

Six Months
ended 30 June
HEAA=THLAEA

2017 2016
—E—tF —T—RF
(Restated)

(BE7)

RMB’000 RMB’000

AR®TR ARETT

Other revenue Hith i
Continuing operations: BEQEER:
Interest income FE U A 495 467
Government grants U B 562 1,161
Rental income HEWA 1,958 1,174
Others Hith 2,774 1,795
5,789 4,597
Discontinued operations: RIMQEER
Interest income A2 U A 5,824 9,510
Government grants BUT R RE 39,337 27,126
Rental income HE WA 3,858 4,716
Dividend income from unlisted FEEMIRERBWA
investments - 25,554
Others Hi 9,188 9,825
58,207 76,731
63,996 81,328
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Six Months
ended 30 June
BEARA=THLEAEAR

2017 2016
—ZT—tF —TRF
(Restated)
(BE7)
RMB’000 RMB’000
AR¥TR AREFT
Other net income/(loss) Hitlz /(B5R) F8E
Continuing operations: BEQEER
Net foreign exchange gain HNE 3l a5 EE 2,983 1,341
Net loss on redemption BRELERZEE
of senior notes (note 16) R (Hat16) (13,339) (16,509)
Net gain/(loss) on disposal HEBEEEZ R,/
of fixed assets (B18) 8 88 (110)
Net gain on disposal of HE—FHRBRRZ
a subsidiary e F 58 79,234 -
68,966 (15,278)
Discontinued operations: R
Net foreign exchange gain/(loss) SNE RS (E51E) 35 6,930 (3,438)
Net (loss)/gain on disposal of HERTEEZ (BR)/
fixed assets WaFEE (137) 228
6,793 (3,210)
75,759 (18,488)
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5

Profit before taxation is arrived at after charging:

Profit before taxation

5

BR B AT F

Six Months

BRI AN G M MBIATIEB RIS ¢

ended 30 June
BERB=tHLARMER

2017 2016
“g-tF | —FAE
(Restated)
(B&3)
RMB’000 RMB'000
ARET R ARETT
(a) Finance costs (a) BBHRA

Continuing operations: BECEEY:
Interest expense on bank loans RITERFERAZ 17,240 14,753
Interest on senior notes (note 16) BEZERE (H1:216) 32,740 73,684
Bank charges RITER 4,346 2,866
54,326 91,303

Discontinued operations: RIREER
Interest expense on bank loans RITEFNEFZ 28,754 9,668
Bank charges FITER 3,542 2,547
32,296 12,215
86,622 103,518
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Six Months

ended 30 June
BEARA=THLAKEA
2017 2016
“E-t% ZT—RF
(Restated)
(BE5)
RMB’000 RMB'000
AR®T R AREFT
(b) Other items (b) HfEE
Continuing operations: BESEEK
Amortisation 2 392 380
Depreciation e 17,104 16,166
Operating lease charges in MEEETHEER
respect of properties
— minimum lease payments - &EBENE 74,251 81,853
Discontinued operations: R
Amortisation B 5,870 5,632
Depreciation e 46,601 53,336
Operating lease charges in MELEREER
respect of properties
— minimum lease payments - REHERE 53,774 60,512
- contingent rents Stk 229,777 217,934
283,551 278,446
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6 Income tax

6 FEH

Six Months
ended 30 June
BEAA=THLAEA

2017 2016
—E—-tF —E—RF
(Restated)
(BE71)
RMB’000 RMB’000
AR¥ETR ARET T
Continuing operations: BEREER
Current tax FEHR IR
Hong Kong profits tax ARG (740) 2,949
Mainland China income tax M B A3t BT S 8 82,764 7,432
Taiwan and Macau income tax BB KBRPIFER - 21
Sub-total INet 82,024 10,402
Deferred taxation EERIE (62,006) 7,778
20,018 18,180
Discontinued operations: RIEREEK
Current tax EABIE
Hong Kong profits tax BENEH 1,176 63
Mainland China income tax B A P S FR 87,002 82,835
Sub-total INet 88,178 82,898
Deferred taxation EERIE 2,470 (15,321)
90,648 67,577
110,666 85,757

The provision for Hong Kong Profits Tax is
calculated by applying the estimated annual

effective tax rate of 16.5% (2016: 16.5%) to the
six months ended 30 June 2017.
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Taxation for other overseas subsidiaries is similarly
calculated using the estimated annual effective
rates of taxation that are expected to be applicable
in the relevant countries or jurisdictions.

7 Discontinued operations

As disclosed in Note 1 and Note 3, on 30
December 2016, the Group entered into a sale
and purchase agreement to disposal of its equity
interest in the Disposal Group. The disposal was
completed on 28 June 2017, on which date control
of the Disposal Group passed to the acquirer.

The consolidated profit for the period from
the discontinued operations is set out below.
The comparative figures in the condensed
consolidated statement of profit or loss have been

restated to re-present.

A - BN S A R Z BHIETY
RIBHERANEMAENHERR %A
ERER A FEERRRGE

7 IE AR L

uﬂéﬁﬂﬁﬁuﬁﬁﬁ SRR N
NETZR=+H - AEEFYEE
15 H 65 EPO H 65 SR B 2 B - %
ERZZ—tFRA=ZTN\BZEK
A HEREZ G EBEREA -

KA AR TS 2 HINAR & 0 A 3
ST o EAAR A BE MR P LR
HFEEHZ7 -

Six Months
ended 30 June
BEAA=THLXEA

2017 2016
—ZE—tF 2 RE
(Restated)
(BE7)
RMB’000 RMB’'000
ARMF T ARETFT
Profit of the discontinued R HE R 7 BN F
operations for the period 281,749 262,727
Loss on disposal of HERIERBEK Y BB
discontinued operations (405,877) -
(124,128) 262,727
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(a) Results of discontinued operations

(a)

IR TS 2 R

Six Months
ended 30 June
BEAA=1HLEREA

2017 2016
—E—tF ZTE-RF
(Restated)
(BE3)
RMB’000 RMB’000
ARBTR ARETFT
Revenue HER 5,214,557 4,790,462
Cost of sales SHEMA (3,627,658) (3,393,817)
Other revenue® H et 58,207 76,731
Other net income/(loss)* Hiplezs /(E18) 3B 6,793 (3,210)
Distribution costs* iz (1,152,715) (1,056,389)
Administrative expenses* THER (95,506) (81,592)
Other operating income HA g 770
Finance costs* BE RS AR AR (32,296) (12,215)
Share of profits of joint ventures (R A &R A& R 245 334
Income tax i #t (90,648) (67,577)
Profit from discontinued operations  #% || &2 ¥ 75
for the period HRm 281,749 262,727
Attributable to: PEAL :
Equity shareholders of AR ERRGD
the Company BEA 222,299 237,208
Non-controlling interests FEFE AR RE S 59,450 25,519

L During the period ended 30 June 2017, other revenue,
distribution costs, administrative expenses and finance
costs include consolidated adjustments amounting

to RMB(7,871,000),
RMB9,143,000, respectively.

RMB404,000, RMB385,000 and

During the period ended 30 June 2016, other net loss,
distribution costs, administrative expenses and finance
costs include consolidated adjustments amounting to
RMB20,280,000, RMB858,000, RMB(5,358,000) and

RMB37,994,000, respectively.
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(b) Cash flows used in discontinued (b) REAXRIREEBFEZRS
operations i

Six Months
ended 30 June
BEAA=THLAEA

2017 2016
—E—-tF ZERF
(Restated)

(B&E31)

RMB’000 RMB’000

AR®BTT ARETT

Net cash generated from/(used in) & EEFTE / (FTFE)

operating activities & 961,163 (3,175)
Net cash generated from/(used in) & FEFTE / (FTFE)

investing activities B e F5E 583,076 (330,958)
Net cash (used in)/generated from &&EE) (FE),/

financing activities P33R & %5 (2,037,175) 183,181
Net cash flow for the period HREERFEE (492,936) (150,952)

FRAERARAR R HAEh RS 63



(c) Analysis of assets and liabilities of the (c) HESEEEHRSBEZIN

Disposal Group

At 30 June
2017
R-B—+tF
AA=TH
RMB’000
ARBTR
Investment properties REME 55,539
Other property, plant and equipment Hito Wz - BB R&fE 936,033
Intangible assets BRAE 57,672
Goodwill BE 200,866
Interest in joint ventures RAEERAZ 61,068
Other investments Hiix & 2,324
Deferred tax assets EETIEEE 128,635
Inventories TE 3,912,798
Trade and other receivables JEU B 5 BR 3R B H A & WUk TR 1,172,814
Cash and cash equivalents R RIREEEM 1,109,533
Trade and other payables BN B SERARE M ENRIE (1,777,432)
Bank loans RITER (1,485,000)
Current taxation RNEAFERAIR (38,560)
Deferred tax liabilities EEREEE (77,445)
Net assets disposed of REREFHE 4,258,845
Loss on disposal of discontinued operations: &K IF Rk > i
Consideration received in cash DR ESRE 3,467,885
Net assets disposed of REEEFHE (4,258,845)
Non-controlling interests FEEAR A 574,750
Withholding tax in relation to the BEMFTEERE 2
disposal of Xinyu Group (note 17) TENF (Mfat17) (137,475)
Cumulative exchange differences in LEWB AT 2 E R
respect of the net assets of the HHBRAREEFER
subsidiaries reclassified from equity BEEMOEEESEZ
to profit or loss on loss of control of 2EtER E5
the subsidiaries (52,192)
Loss on disposal HEEBE (405,877)
Net cash inflow arising on disposal: HEEEZRERATE
Consideration received in cash DRSS E 3,467,885
Cash and cash equivalents disposed of EHERERESEEY (1,109,533)
Net cash inflow REMAFRE 2,358,352
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8 (Losses)/earnings per share
(a) Basic (losses)/earnings per share

The calculation of basic (losses)/earnings per
share is based on the (loss)/profit attributable
to equity shareholders of the Company of
RMB(195,655,000) (six months ended 30 June
2016: RMB90,186,000) and the weighted average
of 4,774,182,427 ordinary shares (six months
ended 30 June 2016: 4,774,215,574 ordinary
shares) in issue during the interim period.

(b) Diluted (losses)/earnings per share

The calculation of diluted (losses)/earnings per
share amount for the six months ended 30 June
2017 is based on the (loss)/profit attributable
to equity shareholders of the Company of
RMB(195,655,000) (six months ended 30
June 2016: RMB90,186,000) and the weighted
average number of ordinary shares outstanding of
4,774,182,427 shares (six months ended 30 June
2016: 4,774,215,574)

The calculation of diluted (losses)/earnings per
share amount for the six months ended 30 June
2017 and 2016 has not included the potential
effects of the deemed issue of shares under
the Company’s shares option scheme for nil
consideration into ordinary shares as it has anti-
dilutive effect on the basic (losses)/earnings per
share amount during the period.

8 B (FE) BF

(a) EREX (BE) BF
BRERN (BB, B DHBREBEAR
AR A ARML (BE), 55 A
R #(195,655,000)7T (B & = T —
NESNAZTHIEABEA: AR
90,186,000t ) K& HABAM B #HITE
AR I #E T 15 AR #14,774,182,427 1%

LTER (BE_T— AT NA=T1H
WENE R : 4,774,215,57408 L BAR)

(b) BREE (BB BEF

BE—_ZET—+tFA=1+HItEA
ZEREE (BB BASEIR
BARRIBRMDIFEE ARML (B1E)
i A R #(195,655,000)7 (B E=
T—AREXNA=ZTHLERER AR
#90,186,0007T) LA & B 317 & B
hn#E F 5 8% 204,774,182,427 1% (%
K i /\EF/\}E] +E|Jt/\ IH
4,774,215,5740%) 515 o

BE_ TR T RFRA=
THEIEXNEAzEZREE (B1B),/
BNESBE A ELEBRENARARE
ARt S T RIERTR D EEERS

TR EETE RN EEH
MERER (BB AfleBAS
REEZE -
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9  Other property, plant and equipment

During the six months ended 30 June 2017, the
Group mainly incurred decoration and construction
costs with a total amount of RMB41,501,000 (six
months ended 30 June 2016: RMB30,135,000).

9 Htt¥WE BMERSEE
HE-_Z—tFA=TRHIEANEA
HifE  AEBEEEER B RERK
AaEE AR #41,501,000T (==
TE—RNENAZTHILEAMBA : AR
#30,135,0007T ) °

10 Other investments 10 HbgE
At 30 June At 31 December
2017 2016
—E—+F ZT—RF
ARE+HE | tZA=t—H
RMB’000 RMB’000
AR¥TR ARETIT

Listed investment in equity REARES 2 ETIRE

securities 236,937 198,579
Unlisted investment, at cost FEEMRE - BRRAE 500 2,324
237,437 200,903

During the six months ended 30 June 2017, the
fair value of listed investment in equity securities
increased by RMB44,525,000 (six months ended
30 June 2016: RMB91,395,000), amounting of
which is determined based on the share prices of
the available-for-sale securities and recognised as
a credit to other comprehensive income.
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11 Inventories 11 #F&

Inventories in the consolidated statement of REAMBERARZFEEE
financial position comprise:

At 30 June At 31 December

2017 2016

—E—tF —E—RF

AB=+H +=A=+—H

RMB’000 RMB’000

ARBTR ARETT

Raw materials B 14,811 29,149
Work in progress EES 60,936 36,279
Finished goods BIAY 1,377,993 5,624,497
1,453,740 5,689,925

Reclassification to assets ENABEENEA

classified as held for sale BEHEZEE - (82,513)
1,453,740 5,607,412
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12 Trade and other receivables

As of the end of the reporting period, the ageing
analysis of trade debtors (which are included in
trade and other receivables), based on the due

12 BWE SRR EMEKRE
RBEHR - RBPE A ERESE
A (FEARYE 5 B8R0 H e UK
- WHIRRREREME) 2 Rk 0 4T 40

date and net of allowance for doubtful debts, is T
as follows:
At 30 June At 31 December
2017 2016
—E—iF —E-RF
AB=+R +=ZA=+—H
Current assets nRBEE
Current R EA 110,391 939,657
Less than 1 month past due wEADR—E A 15,572 64,251
1 to 3 months past due BH—=={8A 483 14,634
More than 3 months but less BEER=AA
than 12 months past due BOR+=EA 278 12,000
More than 12 months past due Pl et 5 2,639 3,131
Trade debtors, net of allowance  JEUE F1EE -
for doubtful debts R RIRE G 129,363 1,033,673
Prepayments and other receivables T8 1< I8 K H fth e U 28 177,655 363,809
307,018 1,397,482
Reclassification to assets ENDBEEENEA
classified as held for sale BEHEZEE - (31,260
307,018 1,366,222
Non-current assets *RBEE
Prepayments and deposits BRFEREZS 9,669 17,291
316,687 1,383,513
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All of the trade and other receivables in current
assets are expected to be recovered within one
year.

Trade receivables are due within 30 to 90 days
from the date of billing.

13 Cash and cash equivalents

As at 31 December 2016 and 30 June 2017,
all of the Group’s cash and cash equivalents in
the consolidated statement of financial position
represented cash at bank and cash in hand.

14 Trade and other payables

As of the end of the reporting period, the ageing
analysis of trade creditors (which are included in
trade and other payables), based on the invoice
date, is as follows:

MBEENAEREE Z RN
FEW RIS TREIA —F AU -

FEUWE 5 8RR i 5= B B2 5130E
90H 2H -

13 HEeRELZEEY
R-ZE—REFE+ZA=+—BKR=F
—tERNAZTH  REAHBRR
REVZHMEAEBR S RIREEHE
MIEFRIBTZREERFERS -

14 ENEZRARAMENTE
RBEHR - RERBHFENES
B (AR E 5 R E AR
R ZRE DTN

At 30 June At 31 December

2017 2016
—Z—tf —TNEF
AA=+R  ftZA=t—H
RMB’000 RMB’000
ARETR ARETTT
Within 1 month —@AR 125,188 895,782
Over 1 month but less BE—EAE
than 3 months LR=EA 16,133 314,312
Over 3 months but less BB =1{EAE
than 12 months PR+=@A 89 12,148
Over 1 year HiE—F 16 12,088
141,426 1,234,330
Other payables and accrued H At BRI K&
expenses EEA 114,527 375,283
Advance receipts from customers FFE 23,494 46,758
279,447 1,656,371
Reclassification to assets BENABEENEA
classified as held for sale RIEHEZEAE - (32,481)
279,447 1,623,890
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15 Bank loans 15 RITER

At 30 June At 31 December

2017 2016
—E—tF —E-RF
AB=+H  T+tZA=+—H
RMB’000 RMB’000
AR¥ TR ARETFIT
Bank loans within one year or —FRRIREKER
on demand HRTTE R
- Secured — FiEH 563 541
— Unsecured — I 266,908 2,640,846
267,471 2,641,387
Bank loans after one year —FREZNRITER
- Secured — HHEH 88,557 90,095
— Unsecured — EIRA - 153,854
88,557 243,949
356,028 2,885,336

At 30 June 2017, the banking facilities of certain RZ-ZT—tFA=+H ' ETHWE
subsidiaries were secured by mortgages over their AR ZRITEEHRESEEESG A
land and buildings with an aggregate carrying K #106,570,0007T (= & — /X F +
value of RMB106,570,000 (31 December 2016: “A=+—8: AR®113,839,000
RMB113,839,000). TL) Z T RIEFIIBEE R o
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16 Senior Notes
In January 2013, the Company issued
6.25% senior notes due in 2018 in the

aggregate principal amount of United States
Dollars(“USD”)350,000,000 (“the Notes”), which
are listed on the Stock Exchange. The Notes are
interest-bearing at 6.25% per annum and payable
semi-annually in arrears. The Notes will mature
on 29 January 2018, unless redeemed earlier in
accordance with the terms of the Notes.

The movement of the Notes is set out below:

16 EEE
RZZT—=F—F  KAARETAS
48 %A /5350,000,000% 7t ([ 7Tl)

RZZB—\FFH 26 25%BERE
(TRE]) - ZERHENBRPT LT
RBEZFER62DBE ABF¥FX
o BRIEREBRBRGRIZAER - &
AIZEBER —_F—\F—HA=1+N1B
258

REZBBEIIWT

RMB’000
AREF T
As at 31 December 2016 R-T— 7¢

+=-A= 1,499,199
Interest charged during the period HAAETIEF B 32,740

Derecognised due to redemption by the AR F B E
Company during the period M LR (689,360
Interest paid during the period HABAFE (45,276
Foreign exchange loss SMNE E18 (860
Foreign currency translation difference HNKE I B S R (28,927
As at 30 June 2017 RZE—tFA=T1H 767,516
In March 2017, the Group redeemed, by way of RZZE—+F=F  AKNEEZDBEHE

market acquisition, notes with a principal amount
of USD100,000,000,
of USD102,153,000
702,699,000).

for a total consideration
(equivalent to RMB:

The difference between the carrying amount of
senior notes redeemed and the consideration
paid, net off against the transaction costs incurred,
was recognised as a loss of RMB13,339,000
on redemption of senior notes in the Group’s
consolidated statement of profit or loss.

U B8 5 = A 42K {E102,153,000% 7T
(HER AR#702,699,0007T) & E
AN% 4858 /100,000,000 TTHI Z 4% ©

EFOEERBENREEED R
BzHENEZR (BRNBMELERS
BRAK) RAEENGAERR
HARBOBEZREZEBRARE
13,339,0007T °
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In July 2017, all the outstanding Notes with the
principal amount of USD111,428,000 had been
redeemed at a price of USD116,593,000 by the
Company.

17 Current taxation

R=ZZT—t&+AH AQAERK
116,593,000% LA BT - BRIfTE
REEBZAE BT A111,428,000%
T2 HZERE -

17 FAHEHHIR

At 30 June At 31 December

2017 2016

—Z2-tF ZEREF

AB=t+H +ZA=+—H

RMB’000 RMB’000

AR®TR AREFT

Withholding tax payable FETTEHOEL 137,475 -
Income tax payable FEAS PSR 18,470 32,196
155,945 32,196

Upon the disposal of Xinyu Group, the
corresponding withholding tax in relation to the
disposal of RMB137,475,000 had been recognised
based on the surplus of the cash consideration of
RMB3,284,684,000 for acquiring the Xinyu Group
over the respective PRC subsidiary’s paid-in
capital, which is planned to be paid by the Group
in the second half of year 2017.
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18 Capital, reserves and dividends

(a)
(i)  Pursuant to the announcement dated 28
July 2017, the Board declared the Special
Dividend in relation to the very substantial
disposal and connected transaction of
RMBO0.25 per Share (equivalent to HKDO.28
per Share) as disclosed in the circular of
the Company dated 29 March 2017. It is
expected that the Special Dividend shall be

Dividends

paid on or about 1 September 2017 in Hong
Kong dollar.

(i) Except for the above Special Dividend, no
interim dividend has been declared after the
interim period.

(b) Purchase of own shares

For the six months ended 30 June 2017, a total

of 26,512,000 shares were repurchased on the

Stock Exchange at an aggregate consideration of

HKD18,795,000 (equivalent to RMB16,563,000)

and related transaction costs of HKD45,000

(equivalent to RMB40,000).

The 6,512,000 repurchased shares were cancelled
in June 2017 and accordingly, the issued
share capital of the Company was reduced by
the nominal value of these shares. Pursuant
to section 37(4) of the Companies Law of the
Cayman Islands, an amount equivalent to the par
value of the shares cancelled of RMB29,000 was
transferred from share premium to the capital
redemption reserve. The premium paid on the
repurchase of the shares of RMB3,994,000 was
charged to share premium. The 20,000,000
repurchased shares had not been cancelled by
the end of the period, an amount equivalent to the
cash consideration of the repurchased shares of
RMB12,563,000 was charged to capital reserve.

18 BXR - FBEERE
(a) BE

(i) WBE-F—tFLA=+N\H
HEzAE EEEERER
AR¥0.257T (HHERF/R0.28
BIL) 2RERIRE - BEARE
BERARRAR —_E—+F=F1
“+tARTIEZBR REE
BEFEANLEFTHERBAER
5 BHER_S—+ENA
— HATEABERSE RIS

(i) B EXFt 2% RIBRE - i
HIfRR I B E R AR

(b) BEXATRS
HE-_ZT—tH&XXA=1+THILNE
B+ & ££26,512,0000% B {7 B RBE 22
Fri& | - 42X {8 /=18,795,0007% 7T
(FBE R AR #16,563,0007T) A K&
IR SR A45,0008 7 (SR A
R#40,0007T) °

80 26,512,000 P ER =T —
+tENAFEHE Bt ARARIZEE
TIRAREZERMD ZEE - RIEFA
SHEERNREFEIT(A)E - BERFR
TR MOHEEZ €% ARK29,000
TLE B R0 (B8 E &R B
& - MEBRRGAZFZEEBARE
3,994,0007T B A IR 5% BBk - B8
51,2 20,000,0008% A% 15 1A B oK 141 AR %
i SEMEASRERRNZESNRE
AR#12,563,000 LK BERE AR
RENR o
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(c) Equity settled share-based transactions

No share option was exercised during the six
months ended 30 June 2017 (2016: Nil).

(d) Shares purchased and granted under
share award scheme

Pursuant to a share award scheme approved by
the Board in 2015, the Company may purchase
its own shares and grant such shares to certain
employees or consultants of the Group. For the
six months ended 30 June 2017, the Company
purchased 5,000,000 shares at cash consideration
of HKD4,612,000 (equivalent to RMB4,050,000).
The consideration paid for the purchase of the
Company’s shares is reflected as a decrease in
the capital reserve of the Company.

For the six months ended 30 June 2017, the
Company granted 5,684,000 shares at nil
consideration to the Group’s employees under
2015 share award scheme, of which 1,400,000
shares were granted to the Company'’s directors.
The fair value of the employee services received
in exchange for the grant of shares is recognised
as staff costs in profit or loss with a corresponding
increase in capital reserve, which is measured
based on the grant date share price of the
Company.
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19 Capital commitments 19 EREIE
At 30 June At 31 December
2017 2016
o S G
~A=+H  +tZA=t—H
RMB’000 RMB’000
AR¥FR AREFT
Authorised but not contracted for 2 & #E{EKRET4 - 5,160
20 Related party transactions 20 BEFRS

The Group has transactions with joint ventures,
which are jointly held by the Group and the Swatch
Group (Hong Kong) Limited. The following is a
summary of principal related party transactions
carried out by the Group with the above related
parties for the periods presented.

Recurring transactions

AN & B H R AN & B BHthe Swatch
Group (Hong Kong) Limitedt[F#
BRZEEDBETRS - AEBELL

LRERTRE
TR ZEAIAT e

REERS

AR

TZEBE

Six Months
ended 30 June
HEANA=THLEAEA

2017 2016
—E—tF —RE
RMB’000 RMB’000
AR®TR AREFT

Lease expenses to a joint venture X FAELRAAEZ
HEER 2,850 3,055

Payments made on behalf of REL AR

joint ventures 506 3,969
Payments made by joint ventures & %A &)1k 5,431 2,429
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21 Possible impact of amendments,
new standards and interpretations
issued but not yet effective for the
six months ended 30 June 2017

A number of amendments and new standards
are effective for annual periods beginning after 1
January 2017 and earlier application is permitted;
however, the group has not early adopted any new
or amended standards in preparing this interim
financial report.

The Group is in the process of making an
assessment of what the impact of these
amendments and new standards is expected to
be in the period of initial application. So far it has
concluded that the adoption of them is unlikely to
have a significant impact on the Group’s results
of operations and financial position, except for
the following.

HKFRS 9 Financial Instruments

HKFRS 9 replaces the existing guidance in
HKAS 39 Financial instruments: Recognition and
measurement. HKFRS 9 includes revised guidance
on the classification and measurement of financial
instruments, a new expected credit loss model for
calculating impairment on financial assets, and
new general hedge accounting requirements. It
also carries forward the guidance on recognition
and derecognition of financial instruments from
HKAS 39.
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HKFRS 15 Revenue from conitracts with
customers

HKFRS 15 establishes a comprehensive framework
for determining whether, how much and when
revenue is recognised. It replaces existing
revenue recognition guidance, including HKAS
18 Revenue, HKAS 11 Construction contracts and
HK (IFRIC) 13 Customer Loyalty Programs. It also
includes guidance on when to capitalise costs
of obtaining or fulfilling a contract not otherwise
addressed in other standards, and includes
expanded disclosure requirements.

HKFRS 16 Leases

HKFRS 16 provides comprehensive guidance
for the identification of lease arrangements
and their treatment by lessees and lessors. In
particular, HKFRS 16 introduces a single lessee
accounting model, whereby assets and liabilities
are recognised for all leases, subject to limited
exceptions. It replaces HKAS 17 Leases and
the related interpretations including HK (IFRIC)
4 Determining whether an arrangement contains
a lease.

The Group does not plan to early adopt the above
new standards or amendments. With respect to
HKFRSs 9, 15 and 16, given the Group has not
completed its assessment of their full impact on
the Group financial statements, their possible
impact on the Group’s results of operations and
financial position has not been quantified.
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