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Based on 2,304,849,611 ordinary shares issued and fully paid of the
Company (the “Shares”, each a “Share”) as at 30 June 2020 (2019:
2,304,849,611 Shares) and the market closing price as at 30 June 2020 of
HK$0.97 per Share (as at 30 June 2019: HK$1.53 per Share).

Calculated as (loss)/profit for the period attributable to owners of the
Company times two over equity attributable to owners of the Company.

Calculated as (loss)/profit for the period attributable to owners of the
Company times two over total assets.

Calculated as total borrowings and convertible bonds issued by the
Company over equity attributable to owners of the Company.

Calculated as net borrowings (borrowings and convertible bonds issued by
the Company net of pledged bank deposits and bank balances and cash)
over equity attributable to owners of the Company.

Calculated as current assets over current liabilities.

Calculated as (loss)/profit for the period attributable to owners of the
Company before finance costs and taxation over finance costs.
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BOARD OF DIRECTORS

The composition of the board (the “Board”) of directors (the
“Directors”) of Silver Grant International Holdings Group Limited (the
“Company”, together with its subsidiaries, the “Group”) during the six
months ended 30 June 2020 (the “Period 2020") and as at the date of
this interim financial report is set out below:

Executive Directors

Huang Jiajue (Chief Executive Officer)

Luo Zhihai

Ma Yilin

Non-executive Directors

Chu Hing Tsung (Chairman)

Chen Zhiwei

Gao Jian Min (resigned on 1 January 2020)

Independent non-executive Directors

Liang Qing
Zhang Lu
Hung Muk Ming

AUDIT COMMITTEE

Hung Muk Ming (Committee Chairman)
Liang Qing

Zhang Lu

REMUNERATION COMMITTEE

Zhang Lu (Committee Chairman)

Liang Qing

Huang Jiajue

NOMINATION COMMITTEE

Chu Hing Tsung (Committee Chajrman),

Zhang Lu
Hung Muk Ming
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COMPANY SECRETARY

Ng Hoi Leung, Leo
COMPANY LAWYERS

Tung & Co. Solicitors
LCH Lawyers LLP

LEGAL COUNSELOR
Tung Tat Chiu, Michael
AUDITOR

Ernst & Young
Certified Public Accountants

PRINCIPAL BANKERS

Bank of China (Hong Kong) Limited
Industrial and Commercial Bank of China (Asia) Limited

SHARE REGISTRAR AND TRANSFER OFFICE

Tricor Secretaries Limited

Level 54, Hopewell Centre,
183 Queen’s Road East,

Hong Kong

(Tel: 29801888 Fax: 28610285)

REGISTERED OFFICE

Suite 4901, 49th Floor,

Office Tower, Convention Plaza,

1 Harbour Road, Wanchai, Hong Kong
(Tel: 28770030 Fax: 28029506)
COMPANY WEBSITE

http://www silvergrant.com.hk .

STOCK CODE

171
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CEO’S STATEMENTS OO O DODOODO

BUSINESS REVIEW

During the six months ended 30 June 2020 (the “Period 2020"), the
outbreak of the Coronavirus Disease 2019 (the “COVID-19") which
caused a global pandemic and the economic shutdown resulting from
the preventive measures taken against the COVID-19 pandemic, have
dealt a severe blow to the global economy and stirred up a series of
negative impacts. During this period, international crude oil prices
dropped significantly due to the oil price war between Saudi Arabia and
Russia and the low stock level of crude oil, etc. However, the prices of
crude oil gradually recovered due to a number of favorable factors, such
as the historic OPEC+ deal to cut oil production, the passive reduction
of U.S. shale oil and the resumption of heavy-duty operation of the
petroleum refineries in Asia. The government of the People’'s Republic
of China (the “PRC" or China) has been actively fighting against the
COVID-19 pandemic by adopting effective measures to control the
outbreak in a prompt manner while rolling out various practical financial
and monetary policies so as to maintain livelihoods and support the
stable development of the economy.

During the first half of 2020, as the COVID-19 pandemic has negatively
affected the economic conditions at home and abroad, the business
segments of the Group experienced various degrees of decline. In
particular, DO0OMOO0MMOOOO0O (Zhong Hai You Qi (Tai Zhou)
Petrochemical Company Limited*) (“ZHYQ JV"), a joint venture of the
Group resulted from the Merger (as defined in the section headed
“Financial Review"” below in these CEQ's Statements) the Group
completed in July 2019, recorded a relatively substantial loss in the
first quarter of 2020 due to the reduction of production load and the
shutdown of its factories in March for overhaul and upgrade. However,
it started to make profits and gradually minimised such loss in the
second quarter of 2020 after the resumption of its high-load production.
During Period 2020, ZHYQ JV was able to further reduce its production
costs with the combined use of the international crude oil futures it
purchased on the market at relatively low prices and the crude oil
supplied by CNOOC Limited, the joint venture partner of the Company
which indirectly owned 47.07% of the equity interest of ZHYQ JV. With
the business transformation and the related benefits brought about by
the Merger, the subsidiary of ZHYQ JV engaged in the production of
lubricating oil made great efforts in expanding the sales channels for
its lubricating oil products in the first half of 2020 and achieved sales
volume for the same period which amounted to 200% of that for the
entire year of 2019.

* English name is translated for identification purpose only
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CEO’S STATEMENTS OO O DODOODO

BUSINESS REVIEW (Continued)
Investments

Compared to the segment loss of approximately HK$8,441,000 for
the six months ended 30 June 2019 (the “Period 2019"), the Group
made a profit of approximately HK$59,298,000 in its investments
business segment for Period 2020, mainly due to (a) the increase in
interest income received from advances provided by the Group; and
(b) the increase in the fair value loss on the Group's investments in
financial assets as a result of the economic downturn and the COVID-19
pandemic in the first half of 2020. The Board will further enhance the
Group's investments business with a focus on (i) investments in non-
performing assets; (i) asset management; (iii) financial services; and
(iv) other financial asset investments. During Period 2020, the Group
disposed of certain of its non-performing loans acquired in 2019 and
it is expected that the Group’s disposal of the remaining portion of
its non-performing loan portfolio will be completed in 2021. Due
to the COVID-19 pandemic, the Group was unable to complete the
acquisitions of several non-performing assets as scheduled because of
the limitation on travelling within PRC, which delayed the due diligence
and negotiation processes of the acquisitions. As a result, no acquisition
of non-performing loan portfolio was completed during Period 2020.
Bearing in mind the current economic situation and the impacts of the
COVID-19 pandemic on the economy, the Group will closely monitor the
non-performing asset market and cautiously identify any non-performing

assets available in the market that meet the Group’s target returns.

The Group also proactively developed its asset management and
financial services business during Period 2020. The Group targets to
launch a financial services and asset management fund in the fourth
quarter of 2020 or early 2021, depending on the economic environment
and the development of the COVID-19 pandemic.

{ ] (] (]
The Group has invested in certain PRC enterprises which are classified as
financial assets at fair value through profit or loss. As at 30 June 2020,
NT Trust Scheme (as defined below) was the largest financial assets

investment of the Group, further details of which are set out below:
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CEO'S STATEMENTS O OO OOOO

BUSINESS REVIEW (Continued)

Investments (Continued)

The Group invested RMB505,000,000 (equivalent to approximately
HK$606,202,000) in aggregate into a trust (the “NT Trust Scheme")
holding a portfolio of limited liability partnerships investing in property
development investments in Zhuozhou and Shenyang in the PRC,
which is managed by 00000000 (National Trust Co., Ltd.*).
As at 30 June 2020, the value of the NT Trust Scheme accounted for
approximately 4.7% of the total assets of the Group. The carrying
value of the NT Trust Scheme as at 30 June 2020 was approximately
HK$484,486,000, which was determined by reference to the net asset
value of the NT Trust Scheme as set out in the unaudited financial
statements as at 30 June 2020 of the NT Trust Scheme, as compared
to the carrying value of the NT Trust Scheme as at 31 December 2019
of approximately HK$541,110,000. Out of the loss of approximately
HK$73,434,000 recorded in the change in fair value of financial assets
at fair value through profit or loss by the Group for Period 2020, a loss
of approximately HK$47,254,000 was attributable to the fair value loss
of the NT Trust Scheme as at 30 June 2020. The Group did not receive
any distribution from the NT Trust Scheme or record any realised gain
or loss in relation to this investment during Period 2020. Based on its
current investment strategy, the Group will consider to dispose of its
interest in the NT Trust Scheme in the coming year provided that an

opportunity allowing the Group to realise a reasonable return arises.

The objective of the Group in relation to its investments in financial
assets is to capture returns from the appreciation of the value of its
investments and to receive income therefrom. The Board believes that
the performance of the financial asset investments of the Group is
dependent on the financial and operating performance of the investee
companies and market sentiment, which are affected by factors such
as interest rate movements, national policies and performance of the
global and national economies. The Group will continue to adopt a
prudent investment approach and closely monitor the performance of

the investments in its portfolio.

* English name is translated for identification purpose only
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BUSINESS REVIEW (Continued)
Property Leasing

While rental income from the Group's leasing properties decreased
from approximately HK$55,604,000 for Period 2019 to approximately
HK$47,803,000 for Period 2020, the property leasing business of the
Group still served to provide a source of recurring income for the Group.
During Period 2020, revenue from this business segment was mainly
derived from East Gate Plaza, an investment property of the Group in
Beijing, which is comprised of a residential section and a commercial
section, with an average occupancy rate of approximately 87% during
Period 2020 (Period 2019: 95%).

PROSPECTS AND OUTLOOK

As the global pandemic of COVID-19 has not yet been fundamentally
controlled as at the date hereof, the global economic outlook still
remains extremely uncertain. Notwithstanding that the pandemic
may generally be under control in the PRC, the continuing exercise
of prevention and control measures to combat COVID-19 and the
risk of a second outbreak will have negative impacts on the domestic
consumer and employment markets. The domestic economy in China is
expected to continue its recovery in the second half of the year but the
rate of recovery is likely to be slow. On the other hand, it is expected
that domestic fiscal policy will be reinforced and monetary policy
will gradually return to normal. In terms of the international energy
market, the demand for crude oil has basically recovered along with the
accelerated pace of the resumption of production in various countries
around the world but uncertainty still remains. It is expected that
international crude oil prices will continue to fluctuate in the second

half of the year.
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PROSPECTS AND OUTLOOK (Continued)

At it enjoys the benefits derived from the business transformation and
upgrade brought about by the Merger, ZHYQ JV has been actively
making plans for further development and the relevant feasibility study
report has been prepared as at the date hereof. ZHYQ JV will make the
requsite filing with the government and seek its shareholders’ approval
to facilitate the implementation of these development plans as soon as
possible, which will include the construction of production equipment
for high-end lubricating oil products, with an aim to expand and
improve a series of lubricant products and high-performance production
equipment for the polyolefin products of ZHYQ JV. The Group will
also use polyolefins as raw materials to extend its industrial chain to

downstream end products.

In the second half of 2020, the Group will speed up its progress on the
disposal of its investments in non-performing debt assets, while seizing
the opportunities in relation to investments in individual restructuring
projects available in the current market environment to increase the
sources of its income. The Group will adopt an asset-light strategy
and carry out exploration and innovation in relation to investments in
large-scale business, while keeping the risks in check. It also intends
to develop its financial services business, such as credit enhancement
business and supply chain finance, for individuals and small, medium

and micro enterprises.

FINANCIAL REVIEW

The profit attributable to the owners of the Company of approximately
HK$46,319,000 for Period 2019 turned to a loss of approximately
HK$151,150,000 for Period 2020, mainly due to the combined effect of

the following:

(i) the decrease in the rental income earned by the Group to
approximately HK$47,803,000 during Period 2020 from that
of approximately HK$55,604,000 earned Period 2019, due to
the decline in the occupancy rate of the rental properties of the
Group as a result of the outbreak of the COVID-19 pandemic at
the beginning of 2020;

CEO'S STATEMENTS CNmlsRw (1 1 [
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FINANCIAL REVIEW (Continued)

(if)

(iif)

(iv)

the increase in other income, gains and losses to approximately
HK$151,767,000 for Period 2020, as compared with that of
approximately HK$56,857,000 for Period 2019, which was
mainly due to the increase in the interest income generated

through advances provided by the Group during Period 2020;

the turn from a fair value gain on investment properties of
approximately HK$17,794,000 recorded by the Group for
Period 2019 to a fair value loss on investment properties of
approximately HK$16,641,000 for Period 2020;

the increase in the loss in the fair value of the financial
assets at fair value through profit or loss from approximately
HK$32,073,000 for Period 2019 to approximately
HK$73,434,000 for Period 2020, mainly attributable to the
decrease in the fair value of such financial assets held by the
Group as at 30 June 2020, which was partially offset by the gain
on the disposal of one of these financial assets during Period
2020;

the increase in the finance costs incurred by the Group from
approximately HK$33,713,000 for Period 2019 to approximately
HK$100,886,000 for Period 2020, as a result of the issuance
of the Convertible Bonds (as defined in the section headed
“Issue of Convertible Bonds — Placing of Convertible Bonds
to Independent Placee(s)” below in the CEQ's Statements) in
the aggregate principal amount of HK$1,150,000,000 by the
Company in July 2019;

Ooowoo
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(iv)

(v)
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FINANCIAL REVIEW (Continued)

(vi)

(vii)

the profit from discontinued operation of approximately
HK$78,280,000 recorded by the Group in Period 2019 (which
was absent in Period 2020), in relation to the disposal of
the Group's trading of petrochemical products and provision
of subcontracting service business segment following the
completion (the “Completion”) of the merger (the “Merger”)
on 15 July 2019, pursuant to which D0 00000000 (Tai
Zhou United East Petrochemical Company Limited*), a former
68.07% indirectly owned subsidiary of the Company (“TZ United
East") and 000 M O0D0MM 00000 (Zhong Hai You Qi (Tai
Zhou) Petrochemical Company Limited*), a former 33% associate
of the Company with approximately 22.46% of its equity interest
being effectively held by the Company (“Zhong Hai You Qi"),
were absorbed and merged with 000 M O0OO0O00O0O0O
O (China Offshore Bitumen (Taizhou) Co., Ltd.*) (“COBT").
Upon Completion, TZ United East and COBT were dissolved and
deregistered, and Zhong Hai You Qi became the surviving entity
and a joint venture of the Company (i.e. ZHYQ JV), in which
the Company owned approximately 51% of its equity interest
through one of its indirect non-wholly owned subsidiaries (i.e.
the Company effectively held approximately 34.72% of the
equity interest of ZHYQ JV);

the decline in the performance of Zhong Hai You Qi from a
profit of approximately HK$2,170,000 in Period 2019 (during
which it was accounted for by the Group as an associate of the
Company), to a loss of approximately HK$77,381,000 in Period
2020 (during which ZHYQ JV, the surviving entity resulted from
the Merger, was accounted for by the Group as a joint venture
of the Company), which was mainly attributable to (a) the
overhaul and the upgrade carried out at the factories of ZHYQ JV
in March 2020, which resulted in the suspension of the operation
of ZHYQ JV for the entire month of March in 2020; and (b) the
outbreak of the COVID-19 pandemic which led to a slowdown in
the economy and thus, a reduction in the demand for ZHYQ JV's

petrochemical products; and

* English name is translated for identification purpose only
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FINANCIAL REVIEW (Continued)

(viii)  the decline in the performance of D OO0 OO O0O0DODOO
(Cinda Jianrun Property Company Limited*) (“Cinda Jianrun”),
an associate of the Company, from a profit of approximately
HK$3,840,000 in Period 2019 to a loss of approximately
HK$16,674,000 in Period 2020, mainly due to the decrease in
the fair value of the financial assets held by Cinda Jianrun as at
30 June 2020.

The basic loss per share attributable to ordinary equity holders of
the Company was 6.56 HK cents for Period 2020 (Period 2019: basic
earnings per share of 2.01 HK cents).

A. Rental income

Rental income for Period 2020 and Period 2019, which was
derived from the Group's investment properties located in
Beijing, amounted to approximately HK$47,803,000 and
HK$55,604,000 respectively. The decrease in rental income
during Period 2020 was mainly attributable to (i) the provision
by the Group of rent-free periods of three to six months to
certain tenants whose business operations were affected by the
COVID-19 pandemic; and (ii) the drop in the occupancy rate of
the Group's rental property from approximately 95% during
Period 2019 to approximately 87% during Period 2020.

B. Other income, gains and losses

The increase in other income, gains and losses from
approximately HK$56,857,000 for Period 2019 to approximately
HK$151,767,000 for Period 2020 was mainly due to the
increase in interest income generated from loan receivables from
approximately HK$42,542,000 for Periode2019 to approximately
HK$90,194,000 for Period 2020.

* English name is translated for identification purpose only
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FINANCIAL REVIEW (Continued)

C.

Change in fair value of financial assets at fair value
through profit of loss

The increase in the loss in the fair value of the financial
assets at fair value through profit or loss from approximately
HK$32,073,000 for Period 2019 to approximately
HK$73,434,000 for Period 2020, was mainly attributable to the
decrease in the fair value of such financial assets held by the
Group as at 30 June 2020, which was partially offset by the gain
on the disposal of one of these financial assets during Period
2020.

Administrative expenses

The increase in administrative expenses from approximately
HK$60,800,000 for Period 2019 to approximately
HK$75,879,000 for Period 2020 was mainly due to: (i) the
increase in employee benefit expense of approximately
HK$5,761,000, mainly attributable to the increase in the number
of staff recruited in the Guangzhou office of the Group in Period
2020 as a result of business expansion; and (ii) the increase
in other tax of approximately HK$4,300,000 because of the
increase in loan interest income earned by the Group during
Period 2020.
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CEO’S STATEMENTS OO O DODOODO

FINANCIAL REVIEW (Continued)

Share of profit or loss of associates and a joint venture

While the Company’s share of loss of associates for Period 2020
in the amount of approximately HK$16,674,000 represented the
Company'’s share in the loss of Cinda Jianrun for Period 2020,
the Company'’s share of profit of associates for Period 2019 of
approximately HK$6,010,000 was comprised of the Company's
share in the profit of approximately HK$3,840,000 of Cinda
Jianrun for Period 2019 and the Company’s share in the profit
of approximately HK$2,170,000 of Zhong Hai You Qi for Period
2019, during which Zhong Hai You Qi was accounted for by the
Group as an associate of the Company. After Completion of the
Merger in July 2019, Zhong Hai You Qi was transformed into
a joint venture of the Company (i.e. ZHYQ JV). The Company's
share of the loss of ZHYQ JV for Period 2020 was approximately
HK$77,381,000, which was reflected in the Company's share of
loss of a joint venture (Period 2019: nil).

While the decline in the performance of Cinda Jianrun was
mainly due to the decrease in the fair value of the financial
assets it held as at 30 June 2020, that of Zhong Hai You Qi/
ZHYQ JV was mainly attributable to (i) the overhaul and the
upgrade carried out at the factories of ZHYQ JV in March 2020,
which resulted in the suspension of the operation of ZHYQ JV
for the entire month of March in 2020; and (i) the outbreak
of the COVID-19 pandemic which led to a slowdown in the
economy and thus, a reduction in the demand for ZHYQ JV's
petrochemical products.

Deposits, prepayments and other receivables

The increase in deposits, prepayments and other receivables
from approximately HK$,192,987,000 as at 30 June 2019 to
approximately HK$265,698,000 as at 30 June 2020 was mainly
attributable to (i) a deposit of approximately HK$74,200,000
paid by the Group in Period 2020 to acquire non-performing
assets; and (ii) a deposit of approximately HK$2,400,000 paid
by the Group in Period 2020 to acquire an asset management
company in Hong Kong.
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EXCHANGE EXPOSURE

In Period 2020, the Group's principal assets, liabilities, revenue and
payments were denominated in HK$, RMB and USD. In the opinion of
the Board, RMB will remain as a regulated currency in the foreseeable
future. Although the market is generally anticipating an increased
volatility in the RMB exchange rate, the Board does not aniticipate that
it will have any material adverse effect on the financial position of the
Group. However, the Board will closely monitor the future development
of the RMB exchange rate and will take appropriate actions as

necessary.

In addition, the Board does not anticipate that there will be any material

exchange exposure to the Group in respect of other currencies.

At the end of Period 2020, the Group had no material liability
denominated in any foreign currencies other than RMB and USD. There
was also no hedging transaction contracted for by the Group during
Period 2020.

TREASURY POLICY

The Group adopts a conservative treasury policy under which the Group
keeps its investment costs under control and manages the returns
of its investments efficiently. The Group has guidelines in place to
monitor and control its investment risk exposure and to manage its
capital. The Group also strives to reduce its exposure to credit risk by
performing onging credit assessments and evaluations of the financial
status of its customers. The Board closely reviews the Group's liquidity
position to ensure the Group has adequate liquidity to meet its funding

requirements at all times.
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CEO’S STATEMENTS OO O DODOODO

WORKING CAPITAL AND BORROWINGS

As at 30 June 2020, the Group’s total borrowings and the Convertible
Bonds amounted to approximately HK$2,227,968,000 in aggregate, the
composition of which is summarised below:

gooooogno

02020060 30000000000000O0
oobooo0Ooz227,9680000 000000
ooon

Unaudited Audited

good god

30 June 31 December

2020 2019

20200 20190

60300 120 310

HK$’000 HK3$'000

oon ooo

Short-term borrowings ooon 164,256 261,941
Long-term borrowings ooon 862,875 672,991
Convertible Bonds ooooo 1,200,837 1,170,351
Total borrowings oooa 2,227,968 2,105,283

Cash and bank balances (including pledged bank O O0O0000MMOO00O0O

deposits) ooooo (223,589) (212,568)
Net borrowings oood 2,004,379 1,892,715

Interests for all borrowings of the Group for Period 2020 were charged
at fixed and floating rates ranging from 3.05% per annum (Period 2019:
3.0% per annum) to 12% per annum (Period 2019: 5.6% per annum).

Out of the borrowings of the Group which remained outstanding as
at 30 June 2020, approximately HK$50,000,000 (31 December 2019:
HK$130,000,000), approximately HK$879,535,000 (31 December 2019:
HK$804,932,000) and approximately HK$97,596,000 (31 December
2019: nil) were denominated in HK$, RMB and USD respectively, and
approximately HK$608,598,000 31 Dgcember 2019: HK$715,938,000)
carried floating interest rates and approximately HK$418,533,000 (31
December 2019: HK$218,994,000) carried fixed interest rates. As at 30
June 2020 and 31 December 2019, the Company also had outstanding
Convertible Bonds due in July 2022, which were of the aggregate
principal amount of HK$1,150,000,000 with interest payable at 7% per

annum.
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WORKING CAPITAL AND BORROWINGS (Continued)

As at 30 June 2020, the gearing ratio (calculated as borrowings and the
Convertible Bonds over equity attributable to owners of the Company)
and the current ratio (calculated as current assets over current liabilities)
of the Group were 34.6% (31 December 2019: 31.5%) and 5.3x (31
December 2019: 4.4x) respectively. These ratios are key performance
indicators used by the management of the Group to measure the
Group's level of leverage to ensure the Group has the liquidity to meet
its financial obligations at all times. Both ratios have been maintained at

good levels during the period under review.
PLEDGE OF ASSETS

As at 30 June 2020, the Group pledged certain investment properties
and leasehold land and buildings with an aggregate carrying
value of approximately HK$2,349,822,000 (31 December 2019:
HK$2,408,486,000) and approximately HK$218,800,000 (31 December
2019: HK$241,800,000) respectively to secure general banking facilities
granted to the Group, other loans and other payables to an independent
third party. As at 30 June 2020, the Group pledged bank deposits of
approximately HK$21,906,000 (31 December 2019: HK$22,321,000) to

secure bank facilities granted to a joint venture of the Group.

COMMITMENTS
As at 30 June 2020, the Group had capital expenditures contracted

for but not provided for in its unaudited condensed consolidated

financial statements in respect of the acquisition of unlisted equity

M
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CONTINGENT LIABILITIES

As at 30 June 2020 and 31 December 2019, the Group did not have any
material contingent liabilities.

CAPITAL STRUCTURE

As at 30 June 2020, the shareholders’ fund of the Company
was approximately HK$6,429,992,000 (31 December 2019:
HK$6,675,541,000), representing a decrease of approximately
HK$245,549,000 or 3.7% as compared to that as at 31 December 2019.
The decrease was mainly contributed by (i) the depreciation of RMB
against HK$ of approximately 1.9% during Period 2020 and therefore
an exchange loss charged to the exchange translation reserve resulting
from the translation of the books of the subsidiaries of the Company
in the PRC; (i) the loss for Period 2020; and (iii) the decrease in the
fair value of leasehold properties as at 30 June 2020 charged to assets

revaluation reserve.

ISSUE OF CONVERTIBLE BONDS

Placing of Convertible Bonds to Independent Placee(s)

On 20 May 2019, the Company entered into a placing agreement
(the "Placing Agreement”) with CMB International Capital Limited
(the “Placing Agent”), pursuant to which the Company conditionally
agreed to place through the Placing Agent, on a best effort basis, 7%
senior unsecured and guaranteed convertible bonds (the “Convertible
Bonds") of the Company due 2022 of an aggregate principal amount
of up to HK$200,000,000, to placees who and whose subsidiaries or
associates are independent third parties (within the meaning of the
Rules (the “Listing Rules”) Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”)) of the
Company, at the conversion price (the “Gonversion Price”) of HK$2.33
per ordinary share with no par value (the “Conversion Share”) of the

Company (the “Placing”).
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ISSUE OF CONVERTIBLE BONDS (Continued)
Placing of Convertible Bonds to Independent Placee(s) (Continued)

On 22 May 2019, the Company entered into a subscription agreement
(the "JIC Subscription Agreement”) with JIC (Hong Kong) Holding
Limited (“JIC") (a placee procured by the Placing Agent, who and whose
ultimate beneficial owner(s) are independent third parties (within the
meaning of the Listing Rules)), in relation to JIC's subscription for the
Convertible Bonds with a principal amount of up to HK$200,000,000
(the "JIC Subscription™).

Save for (a) the date of the agreement; (b) the identity of the subscriber;
(c) the principal amount of the Convertible Bonds to be subscribed,;
and (d) the inclusion of two additional conditions precedent to the
completion of the JIC Subscription Agreement (namely, (i) Mr. Chu Hing
Tsung (“Mr. Chu"), the chairman of the Company (the “Chairman”),
a non-executive Director and a substantial shareholder (within the
meaning of the Listing Rules) of the Company, having executed and
delivered to JIC the Guarantees (as defined below); and (ii) the Company
shall have completed all of the obligations under the JIC Subscription
Agreement required on or before the completion date), the principal
terms of the JIC Subscription Agreement are substantially the same as
to those of the Connected Subscription Agreements (as defined below).
Principal terms of the Connected Subscription Agreements are set
out in the sub-section headed “Subscription of Convertible Bonds by

Connected Subscribers” below.
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CEO'S STATEMENTS O OO OOOO

ISSUE OF CONVERTIBLE BONDS (Continued)

Subscription of Convertible Bonds by Connected Subscribers

On 20 May 2019, the Company also entered into a subscription
agreement (the “Connected Subscription Agreement”, collectively
the “Connected Subscription Agreements”) with each of Regent Star
International Limited (“Regent Star”), Mr. Gao Jian Min (“Mr. Gao"),
Wonderful Sky Financial Group Holdings Limited (“Wonderfulsky”),
Ms. Luk Ching Sanna (“Ms. Luk”) and Excel Bright Capital Limited
("Excel Bright”) (collectively the “Connected Subscribers”, and each a
“Connected Subscriber”), who were all connected persons (within the
meaning of the Listing Rules) of the Company as at the date of the
Connected Subscription Agreements, pursuant to which the Company
conditionally agreed to issue, and each of the relevant Connected
Subscribers conditionally agreed to subscribe for, the Convertible
Bonds in the aggregate principal amount of HK$950,000,000, at
the Conversion Price (the “Connected Subscriptions”). Mr. Chu has
provided personal guarantees (the “Guarantees”) in favour of the
relevant subscriber pursuant to the JIC Subscription Agreement and the

Connected Subscription Agreements.

As at the date of the Connected Subscription Agreements, Excel Bright
was wholly-owned by Ms. Hui Xiaohui, the elder sister of Mr. Hui Xiao
Bing, a former non-executive Director and the vice-chairman of the
Board who has resigned in January 2019. Accordingly, Excel Bright
was an associate (within the meaning of the Listing Rules) of Mr. Hui
Xiao Bing and therefore a connected person (within the meaning of
the Listing Rules) of the Company as at the date of the Connected

Subscription Agreements.

As at the date of the Connected Subscription Agreements, Mr. Gao
was an executive Director and the managing director of the Company
and hence a connected person (within thesmeaning of the Listing Rules)
of the Company. With effect from 2 September 2019, Mr. Gao was
redesignated from an executive Director to a non-executive Director and
he resigned as the managing director of the Company. He resigned as a

non-executive Director with effect from 1 January 2020.
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ISSUE OF CONVERTIBLE BONDS (Continued)

Subscription of Convertible Bonds by Connected Subscribers
(Continued)

As at the date of the Connected Subscription Agreements, (i) Ms. Luk
was the spouse of Mr. Liu Tianni (“Mr. Liu"), a former executive Director
and the deputy managing director of the Company who resigned from
the aforesaid positions in January 2019; and (ii) Mr. Liu indirectly owned
approximately 67.56% of the issued share capital of Wonderfulsky.
Accordingly, each of Ms. Luk and Wonderfulsky was an associate (within
the meaning of the Listing Rules) of Mr. Liu and therefore a connected
person (within the meaning of the Listing Rules) of the Company as at

the date of the Connected Subscription Agreements.

As at the date of the Connected Subscription Agreements, Regent Star
directly owned 438,056,000 Shares, representing approximately 19.01%
of the issued share capital of the Company and hence a connected

person (within the meaning of the Listing Rules) of the Company.

Completion of the Connected Subscription Agreements is conditional

upon fulfilment or wavier (if applicable) of the following conditions:

(a) the relevant subscriber having conducted due diligence exercise
(technical, financial and legal) on the Group and satisfied with

the results thereof;

(b)  the relevant subscriber having obtained all necessary approvals
for completion of its subscription of the Convertible Bonds (in
accordance with its internal decision-making procedures if such

subscriber is a corporate person);

() the relevant subscriber having completed all relevant third-
party entities’ (including but mot limited to any government
or regulatory department) required approval(s) and/or filing
procedures for completion of its subscription of the Convertible

Bonds in accordance with applicable laws;
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STATEMENTS OO ODOOO

ISSUE OF CONVERTIBLE BONDS (Continued)

Subscription of Convertible Bonds by Connected Subscribers
(Continued)

(h) having obtained all necessary approvals and consents from
any government or regulatory authority or any person and the
completion of all necessary registration and filings with any
government or regulatory authority required for the entering into
of the relevant Subscription Agreement and/or the performance
of the obligations thereunder by the Company.

The issue of the Convertible Bonds in the aggregate principal amount of
HK$1,150,000,000 pursuant to the JIC Subscription Agreement and the
Connected Subscription Agreements was approved by the Shareholders
at the extraordinary general meeting of the Company held on 27
June 2019. Completion of the JIC Subscription and the Connected
Subscriptions took place on 3 July 2019.

The gross proceeds from the issue of the Convertible Bonds were in
the amount of HK$1,150,000,000. The net proceeds from the issue
of the Convertible Bonds, after deduction of all relevant costs and
expenses, amounted to approximately HK$1,147,000,000, among
which (i) approximately HK$500,000,000 would be used for repaying
the Company’s short-term debts; (ii) approximately HK$400,000,000
would be used for expanding the Company’s business to the financial
investment and service industry, such as acquisition of and investment
in distressed debts in the PRC; and (iii) approximately HK$247,000,000
would be used as general working capital of the Company. As at the
date of this interim financial report, the net proceeds have been fully
utilised as intended.
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CEO'S STATEMENTS O OO OOOO

ISSUE OF CONVERTIBLE BONDS (Continued)

Principal terms of the Convertible Bonds

The issue price of the Convertible Bonds is 100% of the principal
amount of the Convertible Bonds, which is HK$1,150,000,000 in
aggregate (among which a principal amount of HK$200,000,000
was placed to JIC through the Placing; and the principal amount of
HK$450,000,000, HK$200,000,000, HK$100,000,000, HK$100,000,000
and HK$100,000,000 were subscribed for by Regent Star, Mr. Gao,
Wonderfulsky, Ms. Luk and Excel Bright, respectively). The maturity date
of the Convertible Bonds (the “Maturity Date”) was the date falling
on the 36th month from the issue date of the Convertible Bonds. The
Convertible Bonds bear interest at the rate of 7% per annum payable
semi-annually from the issue date of the Convertible Bonds. Assuming
there is no early redemption of the Convertible Bonds and all of
the Convertible Bonds are redeemed only on the Maturity Date, the
effective interest rate of the Convertible Bonds is approximately 12.0%
per annum. The conversion period of the Convertible Bonds is from the
issue date of the Convertible Bonds up to the close of business on a

date which is five (5) trading days prior to the Maturity Date.

The Conversion Price of HK$2.33 per Conversion Share represents (i)
a premium of approximately 39% to the closing price of HK$1.68 per
Share as quoted on the Stock Exchange on 20 May 2019, being the date
of the Placing Agreement and the Connected Subscription Agreements;
and (ii) a premium of approximately 40% to the average closing price
of HK$1.66 per Share as quoted on the Stock Exchange for the last five
consecutive trading days prior to the date of the Placing Agreement and

the Connected Subscription Agreements.

A bondholder of the Convertible bonds can only exercise his/her/its
conversion rights on the conditions that (i) no obligation will arise on the
bondholder to make a general offer to thesShareholders for all securities
of the Company under Rule 26 of the Takeovers Code upon exercising
of the conversion rights; and (ii) no Listing Rules, including the minimum
public float requirements of the Company under the Listing Rules, will

be breached as a result of an exercise of the conversion rights.
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STATEMENTS 000000 O

ISSUE OF CONVERTIBLE BONDS (Continued)
Principal terms of the Convertible Bonds (Continued)

Unless previously redeemed, converted, purchased or cancelled, the
Company will redeem all of the Convertible Bonds on the Maturity Date
at such amount equivalent to 116.5% of the principal amount of the
outstanding Convertible Bonds (inclusive of interests received up to the
Maturity Date).

The Convertible Bonds constitute direct, unsubordinated, unconditional
and unsecured obligations of the Company and shall at all times rank
pari passu and without any preference or priority among themselves
and pari passu with all other present and future direct, unsubordinated,

unconditional and unsecured obligations of the Company.

Reasons for and benefits of the Placing and the Connected

Subscriptions

The Directors considered that the issue of the Convertible Bonds would
provide the Company with (i) immediate funding to repay its short-term
debt and optimise its capital structure without immediate dilution of the
shareholding of the existing Shareholders; (i) funding for its expansion
to the financial investment and service businesses to further diversify its
exposure to specific markets and operations; and (i) an opportunity to
enlarge and strengthen its capital base and also broaden its shareholder
base by the introduction of new investors, if the conversion rights

attached to the Convertible Bonds are exercised.
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BONDS (Continued) ODo0o0o0o0Doo
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ISSUE OF CONVERTIBLE BONDS (Continued)

Dilutive impact of the conversion of the Convertible Bonds

As at the date of this interim financial report, none of the Convertible

Bonds has been converted.

Assuming there is full conversion of the Convertible Bonds at the
Conversion Price of HK$2.33 per Share, the net subscription price
for each Conversion Share is approximately HK$2.32 per Share and
an aggregate of 493,562,227 Shares shall be allotted and issued
(among which 85,836,909 Shares will be issued under the Placing and
407,725,318 Shares will be issued under the Connected Subscriptions),
representing approximately 21.4% of the total number of Shares in issue
as at the date of this interim financial report and approximately 17.6%
of the total number of Shares in issue as enlarged by the allotment
and issue of the Conversion Shares (assuming no other change in the
issued share capital of the Company). Such allotment and issue of the
Conversion Shares will result in the respective shareholdings of the
Shareholders being diluted by approximately 17.6%.

Set out below is the dilution effect on the equity interest of the
substantial Shareholders (within the meaning of the Listing Rules) if
there had been full conversion of the outstanding Convertible Bonds as
at 30 June 2020:
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ISSUE OF CONVERTIBLE BONDS (Continued)

Dilutive impact of the conversion of the Convertible Bonds

CEO'S STATEMENTS CNmlsRw (1 1 [

ooooooonoo
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(Continued)
Upon full conversion of the
Upon full conversion of the ~ Upon full conversion of the ~ Convertible Bonds under the
Convertible Bonds under the  Convertible Bonds under the  Placing and the Connected
Name of Shareholders As at 30 June 2020 Placing Connected Subscriptions Subscriptions
oooooo oooooooo opoooooooooon
0noo 02020060 300 gooooooooo oopooooooo gopooooooo
Approximate Approximate Approximate Approximate
Number of percentage of ~ Number of percentage of ~ Number of percentage of ~ Number of percentage of
Shares held  shareholding ~ Shares held  shareholding ~ Shares held  shareholding  Shares held  shareholding
gooo gooa gooo ooon
oonooo 000 O0oDOooo oobD  0ooooo 000 oooooo 0no
Zhuguang Holdings (Note) 681,240,022 29.56% 681,240,022 285% 681,240,022 25.1% 681,240,022 24.3%
Qoowooo
Regent Star 438,056,000 19.01% 438,056,000 183% 631,189,047 233% 631,189,047 22.6%
00
Note: Zhuguang Holdings Group Company Limited (“Zhuguang Holdings”) OO0 0000000000000 O0O0OO0O

owns 681,240,022 Shares through its wholly-owned subsidiary, Splendid
Reach Limited. Zhuguang Holdings is owned as to 67.08% by Rong De
Investments Limited, and Mr. Chu, the Chairman and a non-executive
Director, holds 34.06% of the equity interest in Rong De Investments
Limited.

As at 30 June 2020, the Group had total net assets of approximately
HK$7,317,888,000 and total net current assets of approximately
HK$2,362,346,000. Based on the financial and liquidity positions of
the Group and to the best knowledge and belief of the Company, the
Company expects that it will be able to meet its redemption obligations

under the Convertible Bonds. °
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