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Management Discussion and Analysis

MARKET REVIEW

During the six months ended 30 June 2017 (the “Period”), the Hong Kong economy maintained a moderate growth.
According to the figures from the Census and Statistics Department (“C&SD") of the government of Hong Kong, the
gross domestic product (“GDP") by expenditure component of Hong Kong increased by 4.3% year-on-year in real terms
in the first quarter of 2017, which was higher than the growth of 3.2% in the last quarter of 2016.

According to the provisional results of the Quarterly Survey of Construction Output from C&SD, the total gross value
of construction works performed by main contractors in Hong Kong in the first quarter of 2017 increased by 7.7%
year-on-year in nominal terms to HK$60.2 billion. The total gross value of construction works performed at private
sector sites amounted to HK$20.2 billion in the first quarter of 2017, representing an increase of 14.2% year-on-year in
nominal terms. The gross value of construction works performed at construction sites in respect of residential building
projects amounted to HK$17.6 billion in the first quarter of 2017, representing an increase of 17.7% year-on-year in
nominal terms. In addition, the gross value of construction works performed by main contractors at locations other than
construction sites amounted to HK$19.6 billion in the first quarter of 2017, representing an increase of 4.3% year-on-
year in nominal terms. The continuous development of the Hong Kong economy and construction market may benefit
the fitting-out market in Hong Kong.

According to the information from the Statistics and Census Service of the government of Macau, the number of new
buildings constructed in the private sector decreased by 14.7% year-on-year in 2016. In the first quarter of 2017, the
number of completion of buildings constructed in the private sector decreased by 17.4% year-on-year and the total
gross floor area of new buildings constructed in the private sector decreased by 17.8% year-on-year. However, the GDP
of Macau rose by 10.3% year-on-year in the first quarter of 2017 in real terms due to the continuous improvement in the
total exports of services and investment and a relatively lower GDP base in the first quarter of 2016. Further, the Hong
Kong-Zhuhai-Macau Bridge is expected to gradually strengthen the bonding among Pan-Pearl River Delta, speed up the
process of economic diversification in Macau and drive the recovery of Macau’s hotel and leisure industries. These will
stimulate the recovery of Macau'’s fitting-out market.

In the People’s Republic of China (the “PRC"), the construction industry maintained a moderate development. According
to the statistics from the National Bureau of Statistics of the PRC, the GDP of the PRC increased by 6.9% year-on-year
to approximately Renminbi (“‘RMB”) 38.1 trillion during the Period, of which the total output value of construction rose
by 10.9% year-on-year to RMB8.6 trillion. In addition, the floor area of the buildings under construction rose by 3.5%
year-on-year to 9.7 billion square metres (“m?2”). The de-stocking in the real estate market has a remarkable result, the
floor area of the commercial houses sold in non-major cities increased by 24.5% year-on-year. Meanwhile, the overall
investment scale was increased during the 13th Five-Year Plan period. With the introduction of “The Belt and Road”
strategy, the National Development and Reform Commission together with 13 departments and units have been actively
promoting Public-Private-Partnership financing pattern and strengthening infrastructure construction. All these factors
are expected to bring more economic opportunities to the construction industry in the PRC.

BUSINESS REVIEW

SUNDART HOLDINGS LIMITED #&#ZE&£E AR A F] (the “Company”) and its subsidiaries (collectively, the “Group”) is one
of the leading integrated fitting-out contractors in Hong Kong and Macau, specialising in providing professional fitting-
out works for residential property and hotel projects. In addition, the Group also generated revenue from alteration and
addition and construction works in Hong Kong and from manufacturing, sourcing and distribution of interior decorative
materials business for sales globally. During the Period, a majority of the Group's revenue was derived from its fitting-
out works in the private sector.

Despite the fact that Macau’s economy suffered a downturn in 2016 with negative impact on both the number of
completion of buildings and the total gross floor area of new buildings constructed in the private sector in the first
quarter of 2017, the Group still maintained a solid financial status during the Period. With its established reputation,
proven track record and long business relationships with customers, the Group continued to obtain several sizeable
new projects during the Period. The directors of the Company (the “Directors”) believe that the Group’s new projects
will be able to support a stable and healthy development of the Group in the coming years.
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Fitting-out works

The Group's fitting-out business primarily includes the fitting-out works carried out for hotels, serviced apartments,
residential properties and other properties in Hong Kong and Macau. During the Period, the fitting-out business
remained as the key contributor to the Group's revenue and profit.

During the Period, the Group completed a total of five fitting-out projects, including three and two fitting-out projects
in Hong Kong and Macau, respectively, with an individual contract sum of not less than HK$50.0 million. As at 30 June
2017, the Group had a total of 26 projects in progress, including 21 and five fitting-out projects in Hong Kong and Macau,
respectively, with an individual contract sum of not less than HK$50.0 million. The total contract sum and the value of
remaining works for such projects in progress as at 30 June 2017 amounted to approximately HK$5,052.9 million and
HK$3,467.4 million, respectively.

During the Period, the Group’s revenue derived from its fitting-out business amounted to HK$1,304.0 million (six months
ended 30 June 2016 (the “Previous Period”): HK$1,483.4 million), representing a decrease of HK$179.4 million or 12.1%
year-on-year. In 2016, Macau’s construction market in the private sector has experienced a downturn, and hence the
number of completion of buildings constructed in the private sector decreased in the first quarter of 2017. As a result,
the Group’s revenue derived from its fitting-out business in Macau decreased by HK$644.7 million when compared to
the Previous Period. Such impact was not fully mitigated by the increase of HK$465.3 million in the revenue brought by
the fitting-out projects in Hong Kong, and thus leading to the decrease in the Group's revenue derived from its fitting-
out business.

The Group's gross profit derived from its fitting-out business during the Period amounted to HK$203.0 million (Previous
Period: HK$303.5 million), representing a decrease of HK$100.5 million or 33.1%. In addition, the Group’s gross profit
margin also decreased to 15.6% (Previous Period: 20.5%). Such decrease was primarily due to a relatively higher profit
margin in the Previous Period as a result of the use of the interior decorative materials manufactured by the Group in
its fitting-out works for several sizeable hotel and casino fitting-out projects in Macau which were almost completed
in 2016 while the new projects using the interior decorative materials manufactured by the Group were still at an early
stage, resulting in a decrease in gross profit margin during the Period. Further, the construction market in Macau
became highly competitive since Macau'’s economy has experienced a downturn in 2016. As such, the gross profit
margin of the Group's newly awarded projects in the second half of 2016 and the first half of 2017 sustained at a normal
market level.

Alteration and addition and construction works

The Group carries out alteration and addition and construction business in Hong Kong through Kin Shing (Leung’s)
General Contractors Limited (“Kin Shing"), a registered general building contractor in Hong Kong. Kin Shing’s key
services include construction, interior decoration, repair, maintenance and alteration and addition works for residential
properties, hotels, factories and commercial buildings in Hong Kong.

During the Period, Kin Shing completed a total of 12 alteration and addition and construction projects, with a total
revenue of HK$4.5 million recognised for those projects. As at 30 June 2017, Kin Shing had 19 projects on hand (including
contracts in progress and contracts which are yet to commence) with a total contract sum of approximately HK$2,653.8
million. The value of the remaining works for those projects as at 30 June 2017 amounted to approximately HK$1,903.0
million.

During the Period, the Group's revenue derived from its alteration and addition and construction business amounted
to HK$348.1 million (Previous Period: HK$223.4 million), representing an increase of HK$124.7 million or 55.8% when
compared to the Previous Period. Such increase in revenue was primarily resulted from the increased number of
projects undertaken by the Group. During the Period, the 19 projects on hand contributed HK$319.6 million to the
revenue while during the Previous Period, there were only seven projects on hand which contributed HK$125.0 million
to the then revenue.

SUNDART HOLDINGS LIMITED
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The Group's gross profit derived from its alteration and addition and construction business increased by 26.5% year-
on-year to HK$12.4 million (Previous Period: HK$9.8 million) whereas the gross profit margin decreased slightly to 3.6%
(Previous Period: 4.4%).

Manufacturing, sourcing and distribution of interior decorative materials

One of the Group’s core competencies lies in its manufacturing base and research and development centre in the PRC.
Through its subsidiary, Rze#EZRE AR A A Dongguan Sundart Home Furnishing Co., Ltd. (‘Dongguan Sundart”),
the Group operates a manufacturing plant and a warehouse located in Dongguan, Guangdong Province, the PRC with an
aggregate gross floor area of over 40,000 m2. Dongguan Sundart manufactures interior decorative timber products such
as fire-rated timber doors and wooden furniture, and provides quality and reliable re-engineering and pre-fabrication
services for sizeable fitting-out projects undertaken by the Group.

During the Period, the Group’s revenue derived from its manufacturing, sourcing and distribution of interior decorative
materials business decreased by 67.2% year-on-year to HK$10.6 million (Previous Period: HK$32.3 million). Such
decrease was primarily attributable to the decreased sales of wooden furniture to Macau and Hong Kong.

In addition, the Group's gross profit derived from its manufacturing, sourcing and distribution of interior decorative
materials business decreased to HK$5.2 million (Previous Period: HK$6.3 million) whereas the gross profit margin
increased to 49.1% (Previous Period: 19.5%). Such increase was primarily resulted from an order from the Philippines
with a high gross profit margin.

FINANCIAL REVIEW
Revenue, gross profit and gross profit margin

During the Period, the Group's revenue decreased by HK$76.4 million or 4.4% year-on-year to HK$1,662.7 million
(Previous Period: HK$1,739.1 million). The Group’s gross profit decreased by HK$99.0 million or 31.0% year-on-year to
HK$220.6 million (Previous Period: HK$319.6 million). The Group’s gross profit margin decreased to 13.3% (Previous
Period: 18.4%). Such decrease in the Group's gross profit margin was primarily due to a relatively higher profit margin
in the Previous Period as a result of the use of the interior decorative materials manufactured by the Group in its fitting-
out works for several sizeable hotel and casino fitting-out projects in Macau which were almost completed in 2016
while the new projects using the interior decorative materials manufactured by the Group were still at an early stage,
resulting in a decrease in gross profit margin during the Period. Further, the construction market in Macau became
highly competitive since Macau’s economy has experienced a downturn in 2016. As such, the gross profit margin of the
Group's newly awarded projects in the second half of 2016 and the first half of 2017 sustained at a normal market level.

Other income, other gains and losses

The Group recorded other income, other gains and losses of HK$9.6 million for the Period (Previous Period: HK$6.3
million), which were primarily derived from gain on disposal of available-for-sale investments of HK$4.9 million.

Profit for the period

The Group's profit for the period amounted to HK$152.1 million (Previous Period: HK$246.5 million), representing a
decrease of HK$94.4 million or 38.3% year-on-year as a result of the decrease in gross profit as discussed above and
the increase in staff costs.
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Basic earnings per share

The Company'’s basic earnings per share for the Period was HK7.05 cents (Previous Period: HK12.32 cents), decreased
by HK5.27 cents or 42.8% year-on-year and was in line with the decrease in profit for the period. In addition, the basic
earnings per share for the Period was calculated based on the weighted average number of 2,158,210,000 shares of
the Company (the “Shares”) in issue during the Period, whilst the basic earnings per share for the Previous Period was
calculated based on the weighted average number of 2,000,000,000 Shares then in issue. As such, the basic earnings
per share for the Period was relatively lower than those for the Previous Period. Details of earnings per share are set
out in note 7 to the condensed consolidated financial statements.

Material acquisition and disposal

On 17 May 2017, an equity transfer agreement was entered into among Sundart Engineering Investments Limited
(“Sundart Engineering”), an indirect wholly-owned subsidiary of the Company, Jangho Curtain Wall Hongkong Limited
(“Jangho Hongkong"), an intermediate holding company of the Company, and Jangho Group Co., Ltd. (“Jangho
Co"), ultimate holding company of the Company, pursuant to which Sundart Engineering has agreed to acquire, and
Jangho Hongkong and Jangho Co have agreed to transfer, in aggregate 100% equity interest in Sundart Engineering &
Contracting (Beijing) Limited (“Sundart Beijing") at a total consideration of HK$520 million (the “Acquisition”). For
details of the Acquisition, please refer to the announcement and the circular of the Company dated 17 May 2017 and 30
June 2017, respectively. The completion of the Acquisition took place on 10 August 2017.

The Directors considered that the Acquisition will provide the Group with an opportunity to tap into the fitting-out
industry in the PRC, expand its income stream as well as improve its financial performance. It is a valuable opportunity
to capitalise on the results of the economic development in the PRC.

Save as disclosed herein, no other material acquisition and disposal were conducted by the Group during the Period.

Available-for-sale investments

As at 30 June 2017, the Group's available-for-sale investments amounted to HK$157.8 million (31 December 2016:
HK$136.9 million).

During the Period, the Group purchased available-for-sale investments in senior notes due on 8 December 2019 with an
interest rate of 6.95% per annum, listed on Singapore Exchange Securities Trading Limited, at a total consideration of
HK$50.1 million. The Group also disposed of one of the available-for-sale investments in equity securities listed on the
Main Board (the “Main Board”) of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) and generated
a gain of HK$4.9 million during the Period. As at 30 June 2017, the Group recorded a net increase in fair value change of
HK$14.4 million in investment revaluation reserve compared to that as at 31 December 2016. However, up to 25 August
2017, there was a decline in the value of the investments as the share price retreated. The Group is subject to the
market risks associated with its investments. The management of the Group will closely monitor the performance of the
Group's investments from time to time and would consider taking risk management actions should the need arise.

Future plans for material investments or capital assets
As at the date of this report, the Group did not have any plans for material investments or capital assets.

SUNDART HOLDINGS LIMITED
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CORPORATE FINANCE AND RISK MANAGEMENT
Liquidity and financial resources and capital structure

The management and control of the Group’s financial, capital management and external financing functions are
centralised at its headquarters in Hong Kong. The Group adheres to the principle of prudent financial management to
minimise financial and operational risks. During the Period, the Group mainly relies upon internally generated funds
and net proceeds from the issue of Shares by way of Hong Kong public offering and the international placing on 29
December 2015 (the “Global Offering”) and the placing of existing Shares and top-up subscription of new Shares on 25
July 2016 and 28 July 2016, respectively (the “Placing and Subscription”), to finance its operations.

The Group continued to maintain a solid financial and cash position. As at 30 June 2017, the Group’s working capital
stood at HK$1,898.2 million, representing a slight increase of 4.0% over HK$1,825.2 million as recorded as at 31
December 2016. Bank balances and cash in total amounted to HK$869.1 million, representing a decrease of HK$323.5
million over HK$1,192.6 million as recorded as at 31 December 2016. Such decrease was mainly due to the increase
in trade and other receivables and amounts due from customers for contract work of HK$264.2 million and HK$225.5
million, respectively.

No bank borrowings were recorded as at 30 June 2017 and 31 December 2016, and hence no gearing ratio (total debts
to total equity) was available as at 30 June 2017 and 31 December 2016.

The Group continued to maintain a healthy liquidity position. As at 30 June 2017, the Group's current assets and current
liabilities amounted to HK$3,100.5 million and HK$1,202.3 million, respectively (31 December 2016: HK$2,835.8 million
and HK$1,010.6 million, respectively). The Group's current ratio decreased slightly to 2.6 times (31 December 2016: 2.8
times) and it has maintained sufficient liquid assets to finance its operations.

As at 30 June 2017, the share capital and equity attributable to owners of the Company amounted to HK$1,246.8 million
and HK$2,200.4 million, respectively (31 December 2016: HK$1,246.8 million and HK$2,096.0 million, respectively).

Charge on the Group's assets
The Group did not charge or pledge any assets as at 30 June 2017 and 31 December 2016.

Contingent liabilities and capital commitments
The Group did not have any significant contingent liabilities as at 30 June 2017 and 31 December 2016, respectively.

Save as the Acquisition disclosed under the paragraph headed “Material acquisition and disposal” above, the Group had
capital commitments of HK$1.6 million in relation to acquisition of property, plant and equipment as at 30 June 2017 (31
December 2016: HK$1.0 million).

Exposure to fluctuations in exchange rates and corresponding hedging arrangements

The Group operates in various regions with different foreign currencies including Macau Pataca, Euro, RMB and United
States Dollars. As at the date of this report, the Group had not implemented any foreign currency hedging policies.
However, the Group’s management will closely monitor the exchange rate movement and will take appropriate
measures to reduce the risks.

Credit risk exposure

During the Period, the Group has adopted prudent credit policies to deal with credit risk exposure. The Group’'s major
customers include reputable property developers, hotel owners and main contractors. Save as the Arbitrations
disclosed under the paragraph headed “Events after the reporting period” below, the Group was not exposed to
significant credit risk. The Group’s management reviews the recoverability of trade receivables and closely monitors the
financial position of the customers from time to time with a view to keeping the credit risk exposure of the Group at a
relatively low level.
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EVENTS AFTER THE REPORTING PERIOD

On 17 August 2017, Sundart Engineering Services (Macau) Limited, an indirect wholly-owned subsidiary of the Company,
served two notices of arbitration to the main contractor of two fitting-out projects undertaken by the Group for a hotel
in Macau, seeking outstanding payments pursuant to two letters of acceptance entered into in November 2014 and July
2015, respectively (the “Arbitrations”).

Save as the Arbitrations and the Acquisition disclosed under the paragraph headed “Material acquisition and disposal”
above, there are no significant events subsequent to 30 June 2017 which may materially affect the Group’s operating
and financial performance as at the date of the condensed consolidated financial statements.

EMPLOYEES AND REMUNERATION POLICIES

As at 30 June 2017, the Group employed 883 full-time employees (31 December 2016: 819). The Group remunerates its
employees based on their performance, experience and the prevailing industry practice. Discretionary bonus and share
options will also be granted to eligible staff based on individual performance in recognition of their contribution and
hard work. The Group also provides training programmes to its employees to equip themselves with requisite skills and
knowledge.

The Group's gross staff costs (including the directors’ emoluments) was HK$124.1 million for the Period (Previous
Period: HK$105.8 million).

USE OF PROCEEDS FROM THE GLOBAL OFFERING

The Shares have been listed and traded on the Main Board since 29 December 2015. The net proceeds from the
Global Offering amounted to HK$627.8 million (after deducting underwriting fees and commissions and all related
expenses). Such net proceeds are intended to be applied in accordance with the proposed application as disclosed in
the Company's prospectus in connection with the Global Offering dated 11 December 2015. As at 30 June 2017, the net
proceeds received were applied as follows:

Net proceeds (HK$ million)

Available Utilised Unutilised

To expand the Group's fitting-out projects in Hong Kong 307.6 307.6 -
To expand the Group's alteration and addition and

construction business in Hong Kong 182.0 147.8 34.2

To expand the Group’s fitting-out projects in Macau 62.8 62.8 -

To hire additional staff for the Group’s business expansion 12.6 12.6 -

To finance the procurement of upgraded equipment and
machinery for Dongguan Sundart and strengthen
the Group's research and development capabilities in

re-engineering and pre-fabrication 6.3 6.3 -
General working capital 56.5 56.5 -
Total 627.8 593.6 34.2

As at 30 June 2017, the unutilised net proceeds from the Global Offering were deposited in the bank accounts of the
Group.

SUNDART HOLDINGS LIMITED
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USE OF PROCEEDS FROM THE PLACING AND SUBSCRIPTION
The Company completed the Placing and Subscription on 25 July 2016 and 28 July 2016, respectively.

The net proceeds from the Placing and Subscription amounted to HK$577.6 million (after deducting all placing and
related expenses). The Group intends to use the net proceeds in accordance with the proposed application as disclosed
in the announcement of the Company dated 28 July 2016. As at 30 June 2017, the net proceeds received were applied as
follows:

Net proceeds (HK$ million)

Available Utilised Unutilised

To expand the Group's fitting-out and alteration and

addition and construction businesses 375.4 375.4 -
To finance any potential investment opportunities 144.4 50.1 943
General working capital 57.8 57.8 -
Total 577.6 483.3 94.3

As at 30 June 2017, the unutilised net proceeds from the Placing and Subscription were also deposited in the bank
accounts of the Group.

PROSPECTS AND STRATEGIES

Hong Kong is currently under a protracted low-interest rate environment, and with the financial support from the PRC,
the robust demands for new housing allow developers to provide ample supply of new properties in the market. From
the perspective of the macro economy, “The Belt and Road Initiative” and the planning of “"Guangdong-Hong Kong-
Macau Bay Area” will become a new impetus for Hong Kong's economic development in the next decade. Participating
in the construction of "Guangdong-Hong Kong-Macau Bay Area” will bring enormous development opportunities to the
construction and real estate sectors.

In Macau, the gaming industry is now recovering and stabilising. Upon the completion of the Hong Kong-Zhuhai-Macau
Bridge and the planning of “Guangdong-Hong Kong-Macau Bay Area”, Macau’s prestigious position and its role in the
PRC’s economic development and openness to global commerce will be enhanced. “The Belt and Road Initiative” will
promote the upgrading of diversified development of the convention and exhibition industry and the tourism industry
in Macau, which is expected to lead to a significant increase of visitors. The Directors believe that all these factors will
contribute significantly to the fitting-out business of the Group in Macau.
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To further improve the profitability, Sundart Engineering entered into an equity transfer agreement with Jangho
Hongkong and Jangho Co on 17 May 2017 to acquire 100% equity interest in Sundart Beijing at a total consideration of
HK$520 million during the Period. Upon completion of the Acquisition, the Group will conduct its fitting-out business in
12 selected provinces, municipalities and autonomous regions in the PRC, namely Inner Mongolia, Shanghai, Jiangsu,
Zhejiang, Jiangxi, Hubei, Hunan, Guangdong, Chongging, Sichuan, Yunnan and Beijing. In view of the prosperity in
property and tourism markets in the PRC, and implementation of “13th Five-Year Plan”, the Group is particularly
optimistic about the prospect of the fitting-out business for residential properties and hotels in the PRC. The completion
of the urban floor space of residential buildings is expected to reach 14 billion m? between 2003 and 2020, affiliated with
the current 11 billion m? awaiting repair stock house, the scale of the residential properties fitting-out market is growing
continuously. In addition, Sundart Beijing has been building its reputation and developing its network as a fitting-out
contractor in the PRC over the years. Benefited from the growth of the fitting-out market in the PRC and equipped
with Sundart Beijing’s established reputation, proven track record and long business relationships with its customers,
synergies are expected to be provided to the Group after the completion of the Acquisition.

Looking forward, the Group will strengthen its leading position in the fitting-out markets in Hong Kong and Macau by
leading the development of various business sectors and benefiting each sector in a complementary manner. The
Group will complete the glass fiber reinforced gypsum production line and enhance production efficiency, as well as
seek out reconstruction projects. The Group expects to capitalise on the results of the economic development in the
PRC by entering into the PRC market through the Acquisition. The Group strives to obtain a firm foothold in the PRC
by displaying outstanding project management and adopting market positioning strategies on high-end residential
property and hotel projects. In order to maintain continuous business growth and advantages, the Group will continue
to enhance comprehensive integrated service capabilities. Moreover, the Group will optimise its project management
ability and pay close attention to the cultivation of professional talents so as to enhance profitability, and thus improve
reputation and business network in the PRC.

SUNDART HOLDINGS LIMITED



Corporate Governance and Other Information

INTERIM DIVIDEND

The board of Directors (the “Board"”) has resolved to declare an interim dividend of HK7 cents per Share (the “Interim
Dividend") for the Period, amounting to approximately HK$151.1 million and representing approximately 99.3% of
the profit available for distribution of the Group for the Period. The Interim Dividend is payable to shareholders of the
Company (the “Shareholders”) whose names appear on the register of members of the Company at the close of
business on Wednesday, 13 September 2017. The Interim Dividend will be paid on or about Friday, 22 September 2017.

CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from Monday, 11 September 2017 to Wednesday, 13 September
2017, both days inclusive, during which period no transfer of Shares will be registered. In order to be qualified for the
Interim Dividend, all transfer of Shares accompanied by the relevant share certificates and properly completed transfer
forms must be lodged with the branch share registrar of the Company in Hong Kong, Computershare Hong Kong
Investor Services Limited, at Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wan Chai, Hong
Kong, for registration not later than 4:30 p.m. on Friday, 8 September 2017.

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

As at 30 June 2017, the interests and short positions of the Directors and the chief executive of the Company 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 (the “SFQ")) which were required (a) to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and short positions which they
were deemed or taken to have under such provisions of the SFO); (b) pursuant to section 352 of the SFO, to be entered
in the register referred to therein; or (c) pursuant to the Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code”) as set out in Appendix 10 to The Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”) to be notified to the Company and the Stock Exchange were as
follows:

Long positions in the Shares and underlying Shares

Approximate

Number of percentage of

Name of Director Nature of interests/capacity Shares held  shareholding
Mr. Liu Zaiwang (BIELE8) (“Mr. Liu”) (note)  Interest in controlled corporation 1,500,000,000 69.5%
Note:

Jangho Co was approximately 27.35% beneficially owned by 1t FUT/ARIZEAR B R A A (Beijing Jiangheyuan Holdings Co., Ltd.) (“Beijing Jiangheyuan”)
(a company which was 85% and 15% beneficially owned by Mr. Liu and his spouse, Ms. Fu Haixia (E/#8) (“Ms. Fu"), respectively) and approximately
25.07% beneficially owned by Mr. Liu and therefore, Mr. Liu was deemed to be interested in the Shares indirectly held by Jangho Co through Jangho
Hongkong and REACH GLORY INTERNATIONAL LIMITED (“Reach Glory”) under the SFO.

Save as disclosed above, as at 30 June 2017, none of the Directors or chief executive of the Company had any interests
or short positions in the Shares, underlying Shares or debentures of the Company and its associated corporations (within
the meaning of Part XV of the SFO) which were required (a) to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO (including interests and short positions which he was taken or
deemed to have under such provisions of the SFO); (b) pursuant to section 352 of the SFO, to be entered in the register
referred to therein; or (c) pursuant to the Model Code to be notified to the Company and the Stock Exchange.

INTERIM REPORT 2017
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Corporate Governance and Other Information

SUBSTANTIAL SHAREHOLDERS' INTERESTS IN SHARES AND UNDERLYING SHARES

As at 30 June 2017, so far as is known to the Directors and the chief executive of the Company, the persons (other than
the Directors or the chief executive of the Company) or entities who had an interest or a short position in the Shares
and the underlying Shares (within the meaning of Part XV of the SFO) which would fall to be disclosed to the Company
under the provisions of Divisions 2 and 3 of Part XV of the SFO or which were, directly or indirectly, interested in 10% or
more of the nominal value of any class of share capital carrying rights to vote in all circumstances at general meetings
of the Company, or of any other company which is a member of the Group, or in any options in respect of such share
capital were as follows:

Long positions in the Shares and underlying Shares

Approximate

Name of percentage of
substantial Nature of Number of shareholding
shareholders interests/capacity Shares held (Note 1)
Reach Glory Beneficial owner 1,500,000,000 69.5%
Jangho Hongkong (note 2) Interest in controlled corporation 1,500,000,000 69.5%
Jangho Co (nhote 3) Interest in controlled corporation 1,500,000,000 69.5%
Beijing Jiangheyuan (note 4) Interest in controlled corporation 1,500,000,000 69.5%
Ms. Fu (note 5) Interest of spouse 1,500,000,000 69.5%

Notes:

1. On the basis of 2,158,210,000 Shares in issue as at 30 June 2017.

2. Reach Glory was beneficially wholly-owned by Jangho Hongkong and therefore Jangho Hongkong was deemed to be interested in the Shares

held by Reach Glory under the SFO.

3. Jangho Hongkong was beneficially wholly-owned by Jangho Co and therefore Jangho Co was deemed to be interested in the Shares held by
Jangho Hongkong through Reach Glory under the SFO.

4. Ms. Fu, the spouse of Mr. Liu, was the sole director of Beijing Jiangheyuan. The board of directors of Jangho Co was controlled by Beijing
Jiangheyuan and therefore Beijing Jiangheyuan was deemed to be interested in the Shares held by Jangho Co through Jangho Hongkong and
Reach Glory under the SFO.

5. Ms. Fu is the spouse of Mr. Liu and was therefore deemed to be interested in the Shares held by Mr. Liu under the SFO.

Save as disclosed above, so far as is known to the Directors or the chief executive of the Company, as at 30 June 2017,
no other person (other than the Directors or the chief executive of the Company) had an interest or a short position in
the Shares or the underlying Shares which would fall to be disclosed to the Company under the provisions of Divisions
2 and 3 of Part XV of the SFO or which were, directly or indirectly, interested in 10% or more of the nominal value of any
class of share capital carrying rights to vote in all circumstances at general meetings of the Company, or of any other
company which is a member of the Group, or any options in respect of such share capital.

SUNDART HOLDINGS LIMITED



Corporate Governance and Other Information

SHARE OPTION SCHEME

The Company adopted a share option scheme pursuant to a resolution passed on 1 December 2015. As at 30 June
2017, no share option under the share option scheme has been granted.

DIRECTORS' RIGHTS TO ACQUIRE SHARES OR DEBENTURES

At no time during the Period was the Company, or any of its subsidiaries, a party to any arrangement to enable the
Directors to acquire benefits by means of the acquisition of shares in, or debentures of, the Company or any other body
corporate and none of the Directors, or their spouses or children under the age of 18, had any rights to subscribe for
the securities of the Company, or had exercised any such right during the Period.

CHANGES IN DIRECTOR’S INFORMATION

Mr. Li Zheng, an independent non-executive Director, was appointed as an independent non-executive director of
Annil Company Limited (&I Z R Z DB 2AF]), a company listed on the Shenzhen Stock Exchange (stock code:
002875), on 19 December 2016.

During the Period, there was no change to the Director’s information required to be disclosed pursuant to Rule 13.51B(1)
of the Listing Rules.

NON-COMPETITION UNDERTAKING

In order to avoid any possible future competition between the Group and each of the controlling shareholders of
the Company, namely Mr. Liu, Ms. Fu, Beijing Jiangheyuan, Jangho Co, Jangho Hongkong and Reach Glory (the
“Ccontrolling Shareholder(s)”), each of the Controlling Shareholders as a covenantor executed a deed of non-
competition on 8 December 2015 in favour of the Company (for itself and as trustee for its subsidiaries) (the “Deed of
Non-Competition”), pursuant to which, each of the covenantors undertakes, inter alia, that it/he/she will not, and
will use its/his/her best endeavours to procure, its/his/her close associates (other than any member of the Group) not
to, whether directly or indirectly, whether for profit or not, participate in or engage in any business which, directly or
indirectly, competes or may compete with the Group's business. Upon the completion of the Acquisition on 10 August
2017, the Company, through Sundart Beijing, would enter into the fitting-out market in the PRC and as a result, it would
be impractical for the Controlling Shareholders to continue to comply with the Deed of Non-Competition. In view of
the aforesaid, as a condition of the Acquisition, the covenantors executed the amended and restated deed of non-
competition on 25 July 2017 (the “Amended Deed") in favour of the Company to amend and restate the terms of the
Deed of Non-Competition based on the agreed geographical and business positioning delineations. For details, please
refer to the announcement and the circular of the Company dated 17 May 2017 and 30 June 2017, respectively. The
Amended Deed became unconditional upon completion of the Acquisition on 10 August 2017.

SANCTIONS

During the Period, a meeting of internal control committee of the Board was held on 13 March 2017 to review, inter alia,
the Group's guidelines and procedures with respect to the sanction law matters. The internal control committee of the
Board was of the view that such guidelines and procedures, which have been complied with, were effective and well-
functioned.

The Group has not used any of the proceeds from the Global Offering, the Placing and Subscription, or any other funds
raised through the Stock Exchange, to finance or facilitate, directly or indirectly, any activities or business in breach of
the sanctions enacted, enforced or imposed by the United States government, the European Union and Australian with
respect to Russia.

INTERIM REPORT 2017
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Corporate Governance and Other Information

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

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

CORPORATE GOVERNANCE

The Company is committed to maintaining high standards of corporate governance. It also recognises that sound and
effective corporate governance practices are fundamental to the smooth, effective and transparent operation of the
Company and its ability to attract investment, protect the rights of shareholders and stakeholders, and create values
for shareholders. The Group’s corporate governance policy is designed to achieve these objectives and is maintained
through a framework of processes, polices and guidelines.

In the opinion of the Directors, the Company has complied with the code provisions as set out in the Code of Corporate
Governance Practices and Corporate Governance Report as contained in Appendix 14 to the Listing Rules (the “Code
Provisions”) during the Period, except for the following deviation:

Paragraph A.6.7 of the Code Provisions specifies that the independent non-executive Directors and other non-executive
Directors should attend general meetings of the Company and develop a balanced understanding of the views of the
Shareholders. Two independent non-executive Directors were absent from the last annual general meeting held on 28
June 2017 due to other important business commitments.

MODEL CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as its own code of conduct regarding Directors’ securities transactions.
Specific enquiry has been made with all the Directors and all of them confirmed that they have complied with the
required standard of dealings as set out in the Model Code throughout the Period. The Company has adopted the
same Model Code for securities transactions by employees who are likely to be in possession of unpublished inside
information of the Company. No incident of non-compliance of the Model Code by the relevant employees was noted
by the Company for the Period.

AUDIT COMMITTEE REVIEW

The audit committee of the Board has reviewed with the Group’s management and auditor, Messrs. Deloitte Touche
Tohmatsu, the accounting principles and practices adopted by the Group, and the unaudited interim results of the
Group for the Period.

SUNDART HOLDINGS LIMITED



Report on Review of Condensed
Consolidated Financial Statements

Deloitte =2

TO THE BOARD OF DIRECTORS OF SUNDART HOLDINGS LIMITED
AEEBEFRAA
(incorporated in British Virgin Islands with limited liability)

INTRODUCTION

We have reviewed the condensed consolidated financial statements of SUNDART HOLDINGS LIMITED 7 iE&EE G R AR
(the “Company”) and its subsidiaries (collectively referred to as the “Group”) set out on pages 16 to 34, which comprise
the condensed consolidated statement of financial position as of 30 June 2017 and the related condensed consolidated
statement of profit or loss and other comprehensive income, statement of changes in equity and statement of cash
flows for the six-month period then ended, and certain explanatory notes. The Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited require the preparation of a report on interim financial information to be
in compliance with the relevant provisions thereof and Hong Kong Accounting Standard 34 “Interim Financial Reporting”
("HKAS 34") issued by the Hong Kong Institute of Certified Public Accountants. The directors of the Company are
responsible for the preparation and presentation of these condensed consolidated financial statements in accordance
with HKAS 34. Our responsibility is to express a conclusion on these condensed consolidated financial statements
based on our review, and to report our conclusion solely to you, as a body, in accordance with our agreed terms of
engagement, and for no other purpose. We do not assume responsibility towards or accept liability to any other person
for the contents of this report.

SCOPE OF REVIEW

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

CONCLUSION

Based on our review, nothing has come to our attention that causes us to believe that the condensed consolidated
financial statements are not prepared, in all material respects, in accordance with HKAS 34.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

25 August 2017

Making another century of impact

BEBAFE RRIFLT
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Condensed Consolidated Statement of
Profit or Loss and Other Comprehensive Income

For the six months ended 30 June 2017

Six months ended 30 June
2017 2016

HK$'000 HK$'000
(Unaudited) (Unaudited)

Revenue 3 1,662,744 1,739,141

Cost of sales (1,442,119) (1,419,556)
Gross profit 220,625 319,585
Other income, other gains and losses 4 9,612 6,310
Selling expenses (2,337) (4,098)
Administrative expenses (59,856) (46,532)
Other expenses (775) (432)
Share of profits of associates 7,309 5,245

Finance costs - (843)
Profit before taxation 174,578 279,235

Income tax expense 5 (22,509) (32,761)
Profit for the period 6 152,069 246,474

Other comprehensive income (expense)
Items that may be reclassified subsequently

to profit or loss:
Fair value change on available-for-sale investments 19,291 (17,351)
Release of investment revaluation reserve upon disposal of

available-for-sale investments (4,900) -
Exchange differences arising on translation of foreign operations 2,261 (999)
Share of other comprehensive income (expense) of an associate 473 (644)
Release of translation reserve upon deregistration of a subsidiary 23 -
Other comprehensive income (expense) for the period 17,148 (18,994)
Total comprehensive income for the period 169,217 227,480

Earnings per share
Basic (HK cents) 7 7.05 12.32
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Condensed Consolidated Statement of
Financial Position

At 30 June 2017

At
30 June
2017

HK$'000
(Unaudited)

Notes

Non-current assets

A\

31 December
2016
HK$'000
(Audited)

Property, plant and equipment 18,274 15,638
Goodwill 1,510 1,510
Available-for-sale investments 9 157,814 136,854
Interests in associates 10 124,575 116,793
302,173 270,795
Current assets
Inventories 64,088 21,972
Trade and other receivables 11 795,890 531,738
Bills receivable - 2,799
Amount due from a related company 823 823
Amount due from a fellow subsidiary 12 1,163 3,981
Amounts due from customers for contract work 13 951,425 725,890
Retentions receivable 11 417,001 354,907
Tax recoverable 1,112 1,085
Bank balances and cash 869,086 1,192,560
3,100,588 2,835,755
Current liabilities
Trade and other payables 14 1,025,797 938,237
Amounts due to fellow subsidiaries 972 4,205
Amount due to ultimate holding company - 371
Amounts due to customers for contract work 13 45,735 15,429
Tax payable 65,089 52,357
Dividend payable 64,746 -
1,202,339 1,010,599
Net current assets 1,898,249 1,825,156
Total assets less current liabilities 2,200,422 2,095,951
Capital and reserves
Share capital 15 1,246,815 1,246,815
Reserves 953,607 849,136
Total equity 2,200,422 2,095,951
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Condensed Consolidated Statement of
Changes in Equity

For the six months ended 30 June 2017

Attributable to owners of the Company

Investment  Shareholders’

Share Share legal  Stafutory  revaluation  contribution  Tranglation Other  Accumulated
capital  premium reserve reserve reserve feSeVe  TESeIVe  TeSenves profits Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS000  HKS000 HK$'000 HK$'000  HKS'000
(Note 8) (Note b) (Note c)
A1 January 2016 (auditec) 669,250 19,700 0 - B0 6,615 9 2975 655,891 1,409,520
Bxchange differences arising on
franglation of foreign operations - - - - - - (%99) - - 999)
Share of other comprehensive
expense of an associate - - - - - - (644) - - (644)
Fair value change on
avalable-for-sale investments - - - - (17,351) - - - - (173
Profit for the period - - - - - - - - 26474 246474
Total comprehensive (expense)
income for the period - - - - (17,351) - (1643 - 6474 227480
Dividend paid (note §) - - - - - - - - (160,000 (160,000)
At 30 June 2016 (unaudited) 669,250 19,700 60 - 10,705 6,615 (1,446) 29751 782365 1477000
At 1 January 2017 (audited) 1,246,815 19,700 60 1,740 - 6,615 (5,117) 29,751 796,387 2,095,951
Exchange differences arising on
translation of foreign operations - - - - - - 2,261 - - 2,261
Share of other comprehensive
income of an associate - - - - - - 473 - - 473
Release of translation reserve
Upon deregistration of a subsidiary - - - - - - 3 - - 23
Fair value change on
available-for-sale investments - - - - 19,291 - - - - 19291
Release of investment revaluation
reserve Lpon disposal of
available-for-sale investments - - - - (4,900) - - - - (4,900)
Profit for the period - - - - - - - - 152,069 152,069
Total comprehensive income
for the period - - - - 14,391 - 2,757 - 152,069 169,217
Dividend declared (note 8) - - - - - - - - (64,746)  (64,746)
At 30 June 2017 (unaudited) 1,246,815 19,700 60 1,740 14,391 6,615 (2,360) 29,751 883,710 2,200,422
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Notes:

Condensed Consolidated Statement of Changes in Equity
For the six months ended 30 June 2017

In accordance with the provisions of the Macau Commercial Code, the subsidiaries of SUNDART HOLDINGS LIMITED #iE&EEHR A A (the
“Company”) in Macau are required to transfer a minimum of 25% of their profit for the year to a legal reserve before appropriation of dividends
until the legal reserve equals half of the quota capital of these subsidiaries. This reserve is not distributable to the shareholders.

As stipulated by the relevant laws and regulations in the People’s Republic of China (the “PRC"), the subsidiaries established in the PRC shall
set aside 10% of their net profits based on statutory accounts prepared in accordance with the relevant regulations and accounting principles
generally accepted in the PRC to the statutory reserve before the distribution of the net profit each year until the balance reaches 50% of its
paid-in capital. The statutory reserve can only be used upon approval by the board of directors of the relevant subsidiary to offset accumulated
losses or increase capital.

Other reserves as at 30 June 2017 included (i) a credit amount of HK$33,600,000 of recognition of other service costs, which represented the
difference between the fair value and consideration (represented by the net assets attributable to) of the acquisition of 10.2% equity interests in
the Company by a director, and (i) a debit amount of HK$3,849,000, which represented the deficit of the consideration received and the 25% of
net assets of Sundart Engineering & Contracting (Beijing) Limited (“Sundart Beijing") in relation to the deemed disposal of the Company and its
subsidiaries’ (collectively referred to as the “Group”) 25% equity interests in Sundart Beijing to the Company’s ultimate holding company.
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Condensed Consolidated Statement of Cash Flows

For the six months ended 30 June 2017

Six months ended 30 June
2017 2016

HK$'000 HK$'000
(Unaudited) (Unaudited)

Net cash (used in) from operating activities (320,879) 124,419
Investing activities
Purchase of property, plant and equipment (3,934) (1,601)
Purchase of available-for-sale investments (50,050) (56,278)
Proceeds from disposal of available-for-sale investments 48,611 -
Other investing activities 1,032 297
Net cash used in investing activities (4,341) (57,582)
Financing activities
New bank borrowings raised - 63,430
Repayments of bank borrowings - (254,167)
Dividend paid - (160,000)
Net cash used in financing activities - (350,737)
Net decrease in cash and cash equivalents (325,220) (283,900)
Cash and cash equivalents at the beginning of the period 1,192,560 855,472
Effect of foreign exchange rate changes 1,746 (688)
Cash and cash equivalents at the end of the period 869,086 570,884
Represented by:
Bank balances and cash 869,086 610,845
Less: Fixed deposits with original maturity date more than three months - (39,961)
869,086 570,884
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Notes to the Condensed Consolidated
Financial Statements

For the six months ended 30 June 2017

1. BASIS OF PREPARATION

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

2.  PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been prepared on the historical cost basis except for
available-for-sale investments, which are measured at fair values, as appropriate.

Except as described below, the accounting policies and methods of computation used in the condensed
consolidated financial statements for the six months ended 30 June 2017 are the same as those followed in the
preparation of the Group’s annual financial statements for the year ended 31 December 2016.

In the current interim period, the Group has applied, for the first time, the following amendments to Hong Kong
Financial Reporting Standards (“HKFRSs") issued by the HKICPA that are relevant for the preparation of the
Group's condensed consolidated financial statements:

Amendments to HKAS 7 Disclosure initiative

Amendments to HKAS 12 Recognition of Deferred Tax Assets for Unrealised Losses

Amendments to HKFRS 12 As part of the Annual Improvements to HKFRSs 2014 to
2016 Cycle

The application of the amendments to HKFRSs in the current interim period has had no material effect on the
amounts reported in these condensed consolidated financial statements and/or disclosures set out in the
condensed consolidated financial statements.
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Notes to the Condensed Consolidated Financial Statements
For the six months ended 30 June 2017

3.  REVENUE AND SEGMENT INFORMATION
The Company's executive directors are the chief operating decision makers. Information reported to the chief

operating decision makers for the purposes of resource allocation and assessment of segment performance
focuses on three principal business activities.

Specifically, the Group’s reportable and operating segments under HKFRS 8 are as follows:

(a) Fitting-out works in Hong Kong;

(b) Fitting-out works in Macau;

(©) Alteration and addition and construction works in Hong Kong; and

(d) Manufacturing, sourcing and distribution of interior decorative materials.

Information regarding the above segments was reported below:

Segment revenue and results
For the six months ended 30 June 2017

Alteration Manufacturing,

and  sourcing and

addition and distribution

Fitting-out Fitting-out  construction of interior

works in works in works in decorative Segment
Hong Kong Macau Hong Kong materials total Elimination  Consolidated
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)

Revenue
External revenue 778,751 525,282 348,078 10,633 1,662,744 - 1,662,744
Inter-segment revenue 49 - - 40,299 40,348 (40,348) -
Segment revenue 778,800 525,282 348,078 50,932 1,703,092 (40,348) 1,662,744
Segment profit (10ss) 75,422 102,154 5818 (1,448) 181,946 = 181,946
Corporate expenses (22,319)
Corporate income 7,642
Share of profits of
associates 7,309
Profit before taxation 174,578
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Notes to the Condensed Consolidated Financial Statements
For the six months ended 30 June 2017

REVENUE AND SEGMENT INFORMATION (continuead)
Segment revenue and results (Continued)
For the six months ended 30 June 2016

Alteration ~ Manufacturing,
and sourcing and
addition and distribution
Fitting-out Fitting-out construction of interior
works in works in works in (ecorative Segment
Hong Kong Macau Hong Kong materials ] Elimination consolidated
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(Unauditea) (Unauditea) (Unauditea) (Unauditea) (Unaudited) (Unauditea) (Unauditea)
Revenue
External revenue 313,455 1,169,958 223435 32,293 1,739,141 - 1,739,141
Inter-segment revenue 70 - - 203,74 203,811 (203,811) -
Segment revenue 313,525 1,169,958 223435 236,034 1,942,952 (203,811) 1,739,141
Segment profit 38,981 199,325 4,953 50,612 293,871 - 293,871
Corporate expenses (20,163)
Corporate income 1,125
Share of profit of
an associate 5,245
Finance costs (843)
Profit before taxation 279,235

Inter-segment revenue was charged at prevailing market rates.

Segment profit (loss) represented the profit earned by (loss from) each segment, excluding income and
expenses of the corporate function, which included certain other income, certain selling expenses, certain
administrative expenses, certain other expenses, share of profits of associates and finance costs. This was the
measure reported to the Company'’s executive directors for the purpose of resource allocation and assessment

of segment performance.
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Notes to the Condensed Consolidated Financial Statements
For the six months ended 30 June 2017

4. OTHER INCOME, OTHER GAINS AND LOSSES

Six months ended 30 June
2017 2016

HK$'000 HK$'000
(Unaudited) (Unaudited)

Other income

Interest income 1,017 297
Consultancy fee, management fee and license fee income 1,268 5,192
Others 999 449
3,284 5,938
Other gains and losses
Net foreign exchange gain 1,470 387
Gain on disposal of available-for-sale investments 4,900 -
Loss on disposal of property, plant and equipment (19) (15)
Loss on deregistration of a subsidiary (23) -
6,328 372
9,612 6,310

5. INCOME TAX EXPENSE

Six months ended 30 June
2017 2016

HK$'000 HK$'000
(Unaudited) (Unaudited)

Current tax
Hong Kong Profits Tax 11,571 4,420
Macau Complementary Tax 12,501 27,934
PRC Enterprise Income Tax - 830
24,072 33,184
Qverprovision in prior periods
Hong Kong Profits Tax - (15)
PRC Enterprise Income Tax (1,563) (408)
(1,563) (423)
22,509 32,761
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Notes to the Condensed Consolidated Financial Statements
For the six months ended 30 June 2017

INCOME TAX EXPENSE (continued)
Hong Kong Profits Tax was calculated at 16.5% of the estimated assessable profits for both periods.

Macau Complementary Tax was calculated at 12% of the estimated assessable profits for both periods.

Under the Law of the PRC on Enterprise Income Tax (the “EIT Law") and Implementation Regulation of the EIT
Law, the tax rate of the PRC subsidiary was 25% for both periods.

PROFIT FOR THE PERIOD

Six months ended 30 June
2017 2016

HK$'000 HK$'000
(Unaudited) (Unaudited)

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

Depreciation of property, plant and equipment 1,780 1,514
Cost of inventories recognised as expense 5,418 25,211
Allowance for inventories (included in cost of sales) - 762

Contract costs recognised as expense

Fitting-out works 1,101,001 1,179,910
Alteration and addition and construction works 335,700 213,673
1,436,701 1,393,583

Staff costs
Gross staff costs (including directors” emoluments) 124,057 105,772
Less: Staff costs capitalised to contract costs (69,187) (62,885)
54,870 42,887
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Notes to the Condensed Consolidated Financial Statements
For the six months ended 30 June 2017

7.

8.

EARNINGS PER SHARE

The calculation of the basic earnings per share attributable to owners of the Company was based on the
following data:

Six months ended 30 June
2017 2016

HK$'000 HK$'000
(Unaudited) (Unaudited)

Profit for the period attributable to owners of the Company
for the purpose of basic earnings per share 152,069 246,474

Number of shares
Six months ended 30 June

2017 2016
‘000 ‘000

Weighted average number of ordinary shares for the purpose of
basic earnings per share 2,158,210 2,000,000

No diluted earnings per share were presented for both periods as there were no potential ordinary shares in issue.

DIVIDENDS

Six months ended 30 June
2017 2016

HK$'000 HK$'000
(Unaudited) (Unaudited)

Dividends for ordinary shareholders of the Company recognised as
distribution during the period

Final dividend for the year ended 31 December 2016: HK3 cents
(year ended 31 December 2015: HK8 cents) per share 64,746 160,000

An interim dividend for the six months ended 30 June 2017 of HK7 cents (six months ended 30 June 2016: HK5
cents) per share, amounting to approximately HK$151,075,000 (six months ended 30 June 2016: HK$107,911,000)
in aggregate, has been declared in the meeting of the board of directors of the Company on 25 August 2017.
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9.

10.

Notes to the Condensed Consolidated Financial Statements
For the six months ended 30 June 2017

AVAILABLE-FOR-SALE INVESTMENTS

At At

30 June 31 December

2017 2016

HK$°000 HK$'000

(Unaudited) (Audited)

Listed equity securities, at fair value (note a) 107,534 136,854

Listed 6.95% senior notes due on 8 December 2019, at fair value (note b) 50,280 -

157,814 136,854

Notes:
(a) In the current period, the Group disposed of one of such investments. A gain on disposal of HK$4,900,000 was recognised in profit or
loss for the current period.

(b) In the current period, the Group acquired senior notes, listed on Singapore Exchange Securities Trading Limited, at acquisition cost of

HK$50,050,000. The directors of the Company were of the opinion that there was no active market for the investments, therefore, the
fair value of the senior notes was determined in accordance with generally accepted pricing models based on discounted cash flow

analysis.

INTERESTS IN ASSOCIATES

At
30 June

2017
HK$'000
(Unaudited)

Unlisted shares, at cost =

At

31 December
2016
HK$'000
(Audited)

Deemed contribution to an associate 100,000 100,000

Share of post-acquisition profits and other comprehensive income,
net of dividends received 24,575 16,793
124,575 116,793

Deemed contribution in an associate represents loan advanced to an associate which is unsecured, interest-
free and has no fixed repayment terms. In the opinion of the directors of the Company, the loan is in substance

formed part of investment in an associate.
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Notes to the Condensed Consolidated Financial Statements
For the six months ended 30 June 2017

11. TRADE AND OTHER RECEIVABLES AND RETENTIONS RECEIVABLE

Trade and other receivables and retentions receivable at the end of each reporting period comprised receivables
from third parties as follows:

Trade and other receivables

At At

30 June 31 December

2017 2016

HK$°000 HK$'000

(Unaudited) (Audited)

Trade receivables 418,281 316,414
Prepayments and deposits 367,030 210,740
Other receivables 10,579 4,584
795,890 531,738

The Group allows an average credit period of 30 to 45 days to their trade customers. The following was an aged
analysis of trade receivables presented based on invoice date at the end of each reporting period.

At At

30 June 31 December

2017 2016

HK$'000 HK$'000

(Unaudited) (Audited)

1-30 days 246,658 217,831
31-60 days 42,349 72,037
61-90 days 16,773 1,240
Over 90 days 112,501 25,306
418,281 316,414
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11.

Notes to the Condensed Consolidated Financial Statements
For the six months ended 30 June 2017

TRADE AND OTHER RECEIVABLES AND RETENTIONS RECEIVABLE (continued)

Retentions receivable

At
30 June

2017
HK$'000
(Unaudited)

Retentions receivable which:

At

31 December
2016
HK$'000
(Audited)

—will be recovered within twelve months 334,793 305,389

—will be recovered more than twelve months after the end of
the reporting period 82,208 49,518
417,001 354,907

12.  AMOUNT DUE FROM A FELLOW SUBSIDIARY

At At

30 June 31 December

2017 2016

HK$'000 HK$'000

(Unaudited) (Audited)

Trade receivables 73 2,942
Retentions receivable 1,090 1,039
1,163 3,981

The Group allows a credit period of 30 days to its trade receivables due from a fellow subsidiary. As at 30 June
2017, the trade receivables due from a fellow subsidiary were aged over 90 days (31 December 2016: within
30 days) based on invoice date and were subsequently settled. The retentions receivable due from a fellow
subsidiary will be recovered more than twelve months after the end of the reporting period.
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Notes to the Condensed Consolidated Financial Statements
For the six months ended 30 June 2017

13. AMOUNTS DUE FROM (TO) CUSTOMERS FOR CONTRACT WORK

At At
30 June 31 December

2017 2016
HK$’000 HK$'000
(Unaudited) (Audited)

Contracts in progress at the end of each reporting period:

Contract costs incurred plus recognised profits less recognised losses 8,319,218 7,274,381
Less: Progress billings (7,413,528) (6,563,920)
905,690 710,461
Analysed for reporting purposes as:
Amounts due from contract customers 951,425 725,890
Amounts due to contract customers (45,735) (15,429)
905,690 710,461

14. TRADE AND OTHER PAYABLES

Trade and other payables at the end of the reporting period comprised amounts outstanding for trade purposes
and daily operating costs. The average credit period taken for trade purchase is 14 to 30 days.

At At

30 June 31 December

2017 2016

HK$'000 HK$000

(Unaudited) (Audited)

Contract creditors and suppliers 715,716 530,023
Retentions payable 168,276 190,023
883,992 720,046

Deposits received 103,359 169,880
Other payables 38,446 48,311
Total 1,025,797 938,237
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Notes to the Condensed Consolidated Financial Statements
For the six months ended 30 June 2017

14. TRADE AND OTHER PAYABLES (continued)
The aged analysis of contract creditors and suppliers was stated based on invoice date as follows:

At At

30 June 31 December

2017 2016

HK$'000 HK$'000

(Unaudited) (Audited)

1-30 days 643,772 477,291
31-60 days 39,722 33,929
61-90 days 12,752 6,995
Over 90 days 19,470 11,808
715,716 530,023

As at 30 June 2017, the Group's retentions payable of HK$56,276,000 (31 December 2016: HK$35,266,000) was
expected to be paid after one year.

15. SHARE CAPITAL

Number Share

of shares capital
HK$'000

Issued and fully paid ordinary shares with no par value

At 1 January 2016 2,000,000,000 669,250
Placing of existing shares and top-up subscription
of new shares (note) 158,210,000 577,565
At 31 December 2016 (Audited) and 30 June 2017 (Unaudited) 2,158,210,000 1,246,815
Note:

Pursuant to the placing and subscription agreement dated 20 July 2016, 158,210,000 existing shares of the Company were placed by REACH
GLORY INTERNATIONAL LIMITED (“Reach Glory”), immediate holding company of the Company, at HK$3.80 per share. After completion of
the placing, 158,210,000 shares of the Company were subscribed by Reach Glory on 28 July 2016 at HK$3.80 per share. The proceeds of
HK$601,198,000 from the subscription, net of transaction costs amounting to HK$23,633,000, were credited to the Company'’s share capital.
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Notes to the Condensed Consolidated Financial Statements
For the six months ended 30 June 2017

16. PERFORMANCE BONDS AND ADVANCE PAYMENT BONDS

As at 30 June 2017, the Group has issued performance bonds and advance payment bonds in respect of certain
supply and installation contracts and a supply contract through the banks amounting to HK$1,020,425,000 (31
December 2016: HK$999,025,000).

17. JOINT OPERATION

The Group has a joint operation, namely Sundart APG Consortium. The Group has shared its portion of scope of
works in the business to operate construction project, building design and consulting, related activities for the
supply and installation of construction materials and products. The Group was entitled to the project income
received of HK$10,740,000 (six months ended 30 June 2016: HK$93,242,000) for the six months ended 30 June
2017 and bore a 50% share of the administrative expenses of the joint operation.

18. RELATED PARTY DISCLOSURES

Apart from amount due from a related company and amounts due from (to) fellow subsidiaries as set out in the
condensed consolidated statement of financial position, the Group had entered into the following significant
transactions with its fellow subsidiaries:

Six months ended 30 June
Relationship Transaction 2017 2016

HK$’000 HK$'000
(Unaudited) (Unaudited)

Fellow subsidiaries Supply and installation cost of
window and louver systems 1,254 8,507
License fee income from trademark 956 959
Sales of timber products 704 -

Compensation of key management personnel
The remuneration of key management personnel of the Group during the period was as follows:

Six months ended 30 June
2017 2016

HK$’000 HK$'000
(Unaudited) (Unaudited)

Salaries and short-term benefits 25,856 31,157
Post-employment benefits 162 162
26,018 31,319

The remuneration of key management personnel was determined by the directors of the Company having
regard to the performance of individuals and the Group.
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19.

Notes to the Condensed Consolidated Financial Statements
For the six months ended 30 June 2017

FAIR VALUE MEASUREMENTS OF FINANCIAL INSTRUMENTS

The Group’s available-for-sale investments are measured at fair values at the end of each reporting period. The
following table gives information about how the fair values of these financial assets are determined (in particular,
the valuation technique(s) and inputs used), as well as the level of the fair value hierarchy into which the fair
value measurements are categorised (Level 1, 2 or 3) based on the degree to which the inputs to the fair value
measurements are observable.

. Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the
entity can access at the measurement date;

o Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for the asset
or liability, either directly or indirectly; and

. Level 3 inputs are unobservable for the asset or liability.

Financial assets included in
the condensed consolidated Fair value Valuation technique
statement of financial position Fair value as at hierarchy and key inputs

30 June 31 December
2017 2016

HK$’000 HK$'000
(Unaudited) (Audited)

1) Available-for-sale investments 107,534 136,854 Level 1 Quoted market bid prices
Listed equity securities

2) Available-for-sale investments 50,280 - Level3 Discounted cash flow
Listed senior notes and a discounted rate
of 4.6003% (note)
Note:

If the higher the discounted rate is adopted, the lower the fair value will be derived.

There were no transfer between Level 1, 2 and 3 during both periods presented.
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Notes to the Condensed Consolidated Financial Statements
For the six months ended 30 June 2017

20. EVENTS AFTER THE REPORTING PERIOD

(@)

On 17 May 2017, an equity transfer agreement was entered into among Sundart Engineering Investments
Limited (“Sundart Engineering”), an indirect wholly-owned subsidiary of the Company, Jangho Curtain
Wall Hongkong Limited (“Jangho Hongkong"), an intermediate holding company of the Company, and
Jangho Group Co., Ltd. ("Jangho Co"), ultimate holding company of the Company, pursuant to which
Sundart Engineering has agreed to acquire, and Jangho Hongkong and Jangho Co have agreed to
transfer, in aggregate 100% equity interest in Sundart Beijing at a total consideration of HK$520 million
(the “Acquisition”). For details of the Acquisition, please refer to the announcement and the circular of
the Company dated 17 May 2017 and 30 June 2017, respectively. The Acquisition has been subsequently
approved by the independent shareholders of the Company by way of poll at the extraordinary general
meeting on 25 July 2017. The completion of the Acquisition took place on 10 August 2017.

Prior to the completion of the Acquisition, Sundart Beijing and the Company were under common
control of Jangho Co. Upon completion of the Acquisition, the assets and liabilities of Sundart Beijing
will be accounted for in the consolidated financial statements of the Group using merger accounting in
accordance with Accounting Guideline 5 “Merger Accounting for Common Control Combinations” issued
by the HKICPA.

On 17 August 2017, Sundart Engineering Services (Macau) Limited, an indirect wholly-owned subsidiary
of the Company, served two notices of arbitration to the main contractor of two fitting-out projects
undertaken by the Group for a hotel in Macau, seeking outstanding payments pursuant to two letters of
acceptance entered into in November 2014 and July 2015, respectively.
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