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Management Discussion and Analysis
EEENWED N

Industry Review

Reviewing the first half of 2017, the global economy registered benign recovery
amidst numerous uncertainties. In China, influenced by various factors such as
improved external environment, rising commodity price and real estate market
exuberance, the Chinese economy boomed in the first half of 2017 with first-
half GDP reaching RMB38.149 trillion or a 6.9% year-on-year growth, reflecting
the fact that the domestic economy continued to grow steadily.

As for the mainland real estate market, the central government continued to
practice four “R”s (i.e. purchase restriction, credit restriction, price restriction
and sales restriction) in its austerity measures during the first half year to enable
property developers to push forward real estate destocking steadily in a bid to
bring healthy development for the mainland real estate market. According to
the national real estate sales data for January to June 2017 as announced by
the National Bureau of Statistics, sales area of commodity housing amounted to
746.62 million square meters, representing a year-on-year growth of 16.1% or
up by 1.8 percentage points as compared with January to May. In addition, as
of the end of June, the areas of commodity housing pending for sale amounted
to 645.77 million square meters, decreased by 14.41 million square meters
as compared with the end of May. This represented the remarkable results of
China’s real estate destocking policy with a rising trend in both sales area and
sales amount of commaodity housing.

As at the end of 2016, the resident population of Shenzhen reached 11.90
million, which increased by 529,700 or 4.7% as compared with the end of last
year; the investment of property development projects in Shenzhen reached
RMB175.652 billion, representing an increase of 32.0%. This represented a
potential growing demand for house purchases and real estate investments
in Shenzhen. Despite the regulatory policy bringing down the number of real
estate transactions in the short term, it is believed that the policy could bring in
effective allocation of housing supply among first-tier cities such as Shenzhen
with the booming local economic developments as well as the robust demand
for houses for self-occupation and investment purpose, which is conducive to
the long-term development of the industry.

The government proactively developed the Guangdong-Hong Kong-Macao
Greater Bay Area, which represents the city cluster formed by nine cities
including Guangzhou, Shenzhen, Zhuhai, Zhongshan and Dongguan as well as
Hong Kong and Macao regions. The central areas of economically-developed
core cities, such as Shenzhen, the Pearl River Delta region and Hong Kong that
the Group focuses on are the major planning cities of the Greater Bay Area, and
the Group’s core projects include LVGEM Hongwan Garden, LVGEM Mangrove
Bay No. 1 and the Lau Fau Shan project in Hong Kong. Under the development
goal of the “Development Plan for a City Cluster in the Guangdong-Hong Kong-
Macao Greater Bay Area” ((EERAZEMMAIEREME]), the Greater
Bay Area will be developed into first-rate bay areas in the world by 2020,
establishing the framework for world-class city clusters. Meanwhile, the Greater
Bay Area will rank the top among global bay areas in 2030, turning into an
advanced manufacturing center, key innovation center, international financial,
shipping and trade center globally and emulating into the forefront of world-
renowned city clusters. As the development plan of the Greater Bay Area has
been rolled out, it is expected that the population within the area will surge
while the economy and indeed the real estate market will usher in robust
development. Hence, the Group’s premium real estate projects situated in
the Greater Bay Area will be poised to reap the geographical advantages and
embrace opportunities, which are expected to further drive the sales growth of
the Group.
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Management Discussion and Analysis

Results

In the first half of 2017, all of the Group’s key financial indicators were in line
with the expectations of the management.

For the six months ended 30 June 2017, the Group achieved total revenue
of approximately RMB595.1 million (six months ended 30 June 2016:
RMB3,763.8 million), representing a decline of approximately 84% year-on-
year. Gross profit was RMB343.7 million (six months ended 30 June 2016:
RMB1,701.1 million), representing a decrease of approximately 80% year-on-
year. Gross profit margin remained at a healthy level of 58% (six months ended
30 June 2016: 45%).

Profit for the period was RMB46.8 million (six months ended 30 June 2016:
RMB570.1 million), representing a significant decline of approximately 92%
as compared to last year. Profit attributable to owners of the Company was
RMB43.2 million (six months ended 30 June 2016: RMB564.2 million),
representing a drop of approximately 92% over the same period last year. Basic
earnings per share was RMBO0.92 cents (six months ended 30 June 2016:
RMB12.02 cents), representing a decrease of approximately 92% year-on-year.

The Group'’s key financial indicators for the six months ended 30 June 2017
were as follows:
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2017 2016

—E—tF T—RF

(RMB million) (RMB million)

(AREBER) (AREBEET
(Unaudited) (Unaudited) Change
(REBEZR) (REEER) Bl
Revenue Wz 595.1 3,763.8 (84%)
Gross profit E7 343.7 1,701.1 (80%)
(Loss)/profit from core business* OEREG(ER) B (130.6) 556.8 (124%)
Profit attributable to owners AR

of the Company TE{R&TF) 43.2 564.2 (92%)

Basic earnings per share (RMB cents) GREAZF|(ARKS) 0.92 12.02

Gross profit margin (%) EFR(%) 58 45
* (Loss)/profit from core business represents profit attributable to owners of the * BOESEG (B18) BAEAARRREERFREEY
Company less fair value changes on investment properties and related deferred tax, ﬁ%iﬁ\ﬁjggﬁﬁmﬂﬁ{ﬁﬁ 2  EHBmMITESHRT

EaS AN

exchange gain or loss and fair value changes on derivative financial instruments.

BR(PEEERERRDIA 5

ZEFREHRE



Management Discussion and Analysis
EEENWED N

As at 30 June  As at 31 December
2017 2016
R=ZT—+tF R-T—RF
~NA=t+H +-A=+—H
(Unaudited) (Audited) Change
(RESEX) (5=%) i
Bank balance and cash IRITHEBR RS
(include restricted bank deposits) (BEZBRHRITER)
(RMB million) (AREBET) 5,179.3 4,531.2 14%
Average finance costs (%) A FE KA (%) 6.1 6.2
Gearing ratio (%) BEBELE(%) 66.4 64.5
Rate of equity return (%) EREIHRFE(%) 0.5 89

Business Review — Real Estate Development and Sales

For many years, the Group has always been actively participating in large-scale
quality residential and commercial development projects in the Pearl River
Delta region, particularly focusing on the development of projects in Shenzhen,
through which it has established a renowned brand name and enjoyed a leading
position. In May 2017, the Group was again awarded the honour of “Trustworthy
(Quality) Enterprises in Shenzhen’s Real Estate Development Industry” by
Shenzhen Real Estate Association and has ranked as the “Top 10 Shenzhen
Real Estate Development Enterprises in terms of Comprehensive Strength” for
seven years in a row; Huazhou LVGEM Real Estate Development Co., Ltd. was
awarded the honour of “Caring Enterprise” in Maoming Alleviation Day 2016;
Shenzhen LVGEM Property Management Co., Ltd. was honoured as the “Top
30 Shenzhen Index (Sampling survey)” in the “2016 Owner Satisfaction in
Property Management”; Shenzhen LVGEM Jinjiang Hotel was awarded the Top
20 Local Brand Hotel of Shenzhen in 2016 and the Most Popular Hotel of the
2016 Tourism Popularity Rankings, reflecting the industry’s high recognition of
the Group and the LVGEM brand and demonstrating its excellent strengths.

The Group is one of the pioneers in the field of urban renewal and has
accumulated over 20 years of experience in urban rehabilitation and urban
renewal. By adopting the strategy of dual-core layout of “Focusing on Core
Cities and Cities’ Core Areas” as its development focus, the Group’s major
development projects are all situated in the core areas of the core cities.
Currently, the Group’s development projects are situated mainly in the core
areas of economically developed cities such as Shenzhen, the Pearl River Delta
region and Hong Kong. As the government promotes the development and
planning of city cluster in the Guangdong-Hong Kong-Macao Greater Bay Area
with an aim to rank the top among global bay areas in 2030 and emulate into
the bay area with the highest total GDP in the world, the Group is confident that
it will be able to maintain the rapid growth and risk tolerance of its businesses.

The Group adopted a two-way expansion model for land acquisition, so as
to acquire land resources by way of both public auction in the market and
urban renewal. Moreover, the Group has successfully developed a set of
comprehensive and standardised land-acquisition models which will at the
same time continuously provide the Group with abundant land supply that is
able to deliver high gross profit and sustainable growth at low cost through the
cooperation with the parent company. In addition, the Group adopted various
refined cost control measures, with a view to achieve effective cost reduction
through whole-process management with control before, during and after the
implementation of process, which will in turn enable the Group to maintain a
relatively high gross profit margin and profitability in the future.

LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED
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Real estate development and sales were the core businesses of the Group. For
the six months ended 30 June 2017, real estate development and sales of the
Group generated approximately RMB236.1 million in revenue, representing a
decrease of approximately 93% over the same period last year. The decrease
in revenue was attributable to fact that the majority of sales arrangement of the
year will take place in the second half year, while sales revenue were mainly
recognised in the first half of the year in 2016.

During the first half of 2017, the Group’s total contracted sales amounted
to approximately RMB529.3 million, mainly attributable to the pre-sale of
“Huazhou LVGEM International Garden” zone B1 residential project, located in
Huazhou, Maoming of Guangdong Province. The project was first launched for
sale during Labour Day holidays and the market response was overwhelming,
with the sell-through rate achieving nearly 94% for this sale.

During the period under review, the Group continued to identify quality
projects with potential, in order to bring growth momentum for future sales
and performance. The Group’s on-hand projects included Phase Il of LVGEM
International Garden, LVGEM Hongwan Project, LVGEM Mangrove Bay No. 1,
LVGEM Liguang Project, LVGEM Meijing Project, Suzhou LVGEM e NEO Project,
and the Lau Fau Shan development project located in Hong Kong, expecting
the total gross floor area to be approximately 2,000,000 square meters.

LVGEM International Garden is located in Huazhou, Maoming of Guangdong
Province. It is located in a well-developed and traditional residential area with
rich natural resources and is in proximity to Juzhou Park. It is well-served by a
public transport network and is approximately a 10 minutes’ drive from the city
centre. The total investment of the project will be over RMB8.0 billion. Of which,
zone B1 of the residential project was first launched for sale during Labour Day
holidays in 2017 and the market response was overwhelming. Approximately
496 residential units were launched for the project. The subscription sales
reached approximately RMBO0.38 billion with an average selling price of
RMB6,150 per square meter. Sell-through rate was almost 94% for this project.
The Group further plans to launch zone B2 units in the fourth quarter of 2017.

LVGEM Hongwan Project is located in the central business district of Futian
District, Shenzhen. The project comprises five high-rise quality residential
buildings, two residential apartments and Hongwan Zoll Centre. It occupies
a site area of 32,785 square meters and total gross floor area of 367,605
square meters. The project was completed by the end of 2015. All units were
completed and launched to the market in batches. Units of Phase | have been
launched for sale in 2015 and sales revenue of approximately RMB3,540.4
million was recognised during the year 2016. The residential apartments have
been launched for sale in July 2017 with an estimated average selling price
of RMB79,500 per square meter. LVGEM Hongwan Project is the first “zero
defect” occupation project of the Group. Currently, the units of Phase | were
successfully delivered to and occupied by owners and attained a high level of
customer satisfaction of 99%.

LVGEM Mangrove Bay No. 1 is recently the largest urban upgrade and
redevelopment project of the Group. The project comprises three quality
residential buildings and comprehensive and high-quality buildings of Grade A
offices, hotels and apartments. The project is located in the southeast corner
of the intersection of Shazui Road and Jindiyi Road in the central business
district of Futian District, Shenzhen. Having easy access to public transport and
strategically located in the proximity to both Futian Port and Huanggang Port,
Beijing-Hong Kong-Macao Expressway and Metro Line 3, 4 and 7, the project
occupies a site area of 24,424 square meters and a planned total gross floor
area of 305,450 square meters. Among which, the residential portion has a
gross floor area of approximately 118,687 square meters. The whole project
is expected to be completed in 2017. Pre-sale of certain residential units is
planned to commence in the fourth quarter of 2017.
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LVGEM Meijing Project is another urban upgrade and redevelopment project
positioned to serve the high-income group, from white-collar to golden-collar,
in Shenzhen. This project has an integrated model zone for new mixed-
used industrial town which will be mainly used for industrial research and
development and industrial ancillary services, complemented by other functions
such as apartments, commerce and offices. The project is located at south of
Beihuan Road, north of Qiaoxiang Road, east of the intersection of Qiaoxiang
Road and Beihuan Road as well as west of Qiaochengfang in Shenzhen. The
project occupies a site area of 10,862 square meters and a planned above-
ground gross floor area of 97,214 square meters. As the project is strategically
located in the sub-district of Overseas Chinese Town, it enjoys rich scenic
resources. It has commenced construction at the end of 2016 and is expected
to be completed by the end of 2020.

Suzhou NEO (#21SFFELS) is situated in Wuzhong District, Suzhou and is a
serviced apartment embracing the scenic view of the prosperous Suzhou Bay
with a gross floor area of approximately 81,851 square meters. The project was
launched for sale in July 2017, receiving positive market response.

LVGEM Liguang Project is located next to Sili Road, Old Village, Liguang
Community, Longhua New District, Shenzhen. It occupies a site area of
271,202 square meters and is used for commercial and residential purposes.
Phase | has a construction site area of 42,666 square meters and a plot ratio-
based gross floor area of 156,300 square meters. Special planning for Phase
| of the project has been approved. The demolition and relocation plan of the
project will be completed in the first half of 2018 and the construction will
commence in mid-2018.

Lau Fau Shan Project is located in Deep Bay Road, Lau Fau Shan, Hong Kong. It
is the first outbound and Hong Kong quality property development project of the
Group, which represents a new milestone of the internationalisation of “LVGEM”
brand. The project occupies a site area of 82,400 square meters of a scarce
and quality land parcel and is planned to build 116 low density waterfront villas.
It is expected that the construction will commence in 2018.

Commercial Properties Investment and Operation

The Group operates commercial properties represented by two commercial
brands, namely “NEQ” and “Zoll”, including NEO Urban Commercial complex,
Hongwan Zoll Centre, Xiangsong Zoll Centre, 1866 Zoll Centre and other
shops and investment properties, with a total gross floor area of approximately
420,239 square meters. In January 2017, the grand opening of LVGEM
Hongwan Zoll Centre was held, attracting bustling foot traffic and enjoying wide
popularity among consumers and tenants. The LVGEM Huazhou Zoll Centre
and LVGEM Mangrove Bay No. 1 Zoll Centre are expected to open for business
at the end of 2017 and in 2018, respectively. In the first half of 2017, the
revenue from the investments and operations of commercial properties was
approximately RMB238.1 million, representing an increase of approximately
14% as compared to the same period last year and contributing stable
investment revenue and rental return to the Group.
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Management Discussion and Analysis

NEO Urban Commercial complex is strategically located in the western region
of central Futian District of the core central business district in Shenzhen and
was elected as one of the ten key landmarks of Shenzhen. It is a key urban
and commercial landmark in Shenzhen. It has easy access to public transport
located at the intersection of four Metro Lines 1, 7, 9 and 11. NEO Urban
Commercial complex has a total gross floor area of approximately 252,539
square meters and a total lettable area of approximately 105,870 square
meters. The high-quality corporate tenants of the Grade A office building
include offices and branches of several Fortune Global 500 companies, banks,
telecommunications corporations and other state-owned enterprises. As of 30
June 2017, the average occupancy rate of NEO Urban Commercial complex
was about 100% (2016: 98%).

Suzhou NEO (#1RRFEEHS) is located in the core area of Yuexi development
zone, Wuzhong, Suzhou. It is situated at the west corner of Tayun Road, north
corner of Su Street and east corner of Yuelaixi, with a direct connection to
Metro Line 4 under planning. The project occupies a site area of 14,592 square
meters and has a planned total gross floor area of 81,851 square meters. It
is positioned as mid-to-high-end offices and street-level boutique business,
together with lake-view apartments.

Zoll Centre is a famous fashion and comprehensive shopping centre. The Group
currently owns and operates Xiangsong Zoll Centre, 1866 Zoll Centre and
LVGEM Hongwan Zoll Centre. In the first half of 2017, the average occupancy
rate was about 97% (first half of 2016: 90%). The occupancy rate continued
to rise steadily, successfully establishing the brand image and market
positioning, which attracted a number of retailers as tenants and maintained
stable relationships with numerous famous quality brands. LVGEM Hongwan
Zoll Centre was opened for business in January 2017 with 77 contracted store
tenants; the occupancy rate reached a high level of 99%. Huazhou Zoll Centre
is expected to open for business at the end of 2017. LVGEM Mangrove Bay No.
1 Zoll Centre is expected to open for business in 2018, which will contribute
more stable rental income to the Group by the time.

Comprehensive Services

The Group provides comprehensive services to customers and tenants of its
residential and commercial properties. These comprehensive services include
property management services, hotel operations and others. For the six months
ended 30 June 2017, comprehensive services of the Group generated revenue
of RMB120.9 million, representing an increase of approximately 12% as
compared with the same period in 2016.

The Group operates and manages the LVGEM Jinjiang Hotel, which is located
in the central business district of Futian district, Shenzhen. The hotel has a
total gross floor area of 25,751 square meters. It is strategically located and
has over 330 rooms, 2 multi-functional meeting rooms, 1 banquet hall and
video conference room. In the first half of 2017, its average occupancy rate was
approximately 76% (first half of 2016: 77%).

Vanllee Hotel is located in Covina, California, the United States. The acquisition
marked an expansion of the Group’s international business. The hotel occupies
a site area of approximately 22,652 square meters and is currently under
renovation. The hotel has approximately 258 guest rooms with a function space
of over 9,000 square feet. It is expected that the construction will be completed
in 2018, which will contribute stable hotel operation income to the Group by the
time.
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The Group provided comprehensive property management services for most
of its property development projects through its wholly-owned subsidiaries,
namely FINTEE S LT EEERBEER 2 (Shenzhen LVGEM Jiyuan
Property Management Service Co., Ltd.*) and ‘R®IITESMEEEEFR A
Al (Shenzhen LVGEM Property Management Co., Ltd.*). The comprehensive
services provided by the Group ranged from security services, property
maintenance and management of ancillary facilities. Shenzhen LVGEM Property
Management Co., Ltd. obtained the 1SO9001:2008 certification for its quality
system of property management services and the level A property management
qualification.

Future Prospect

Having engaged in the real estate market for over twenty years, the Group
has always upheld the development strategy of “Focusing on Core Cities and
Cities’” Core Areas” and cherished “sincerely and constantly improving the city
life” as its corporate mission. With a strong presence across various cities, our
brand image is already deeply rooted in people’s minds, and our high-quality
projects are highly recognised by all sectors of the society. Despite the current
uncertainties associated with economic growth and the real estate market in
the PRC, the Group is confident in the prospect of the real estate market in the
Mainland China and the tremendous development potential of the Greater Bay
Area.

In the second half of 2017, the Group will formulate a business development
plan that responds to the control and adjustment measures on the real estate
industry and market fluctuations in the future. Meanwhile, the Group will
develop an optimal business development plan adaptive to market conditions
by implementing national policies and integrating the Company’s characteristics
and advantages. Several projects of the Group such as the LVGEM Hongwan
Project, #&M/288 and Huazhou International Garden have been launched for
sale in May and July, respectively and the market response was overwhelming,
which provided sufficient confidence for the Group’s project sales in the
second half year. Mangrove Bay No. 1 located in Futian District, Shenzhen and
International Garden located in Huazhou, Maoming City are also expected to
be launched for sale in the fourth quarter. All projects are carefully designed
by the Group with strategically advantageous locations, catering to the needs of
the market and customers. Overwhelming market response is thus expected.
Moreover, the Group is confident in the sales and believes that it will generate
ample cash flow in the second half year.

Apart from further developing Shenzhen region and focusing on the real estate
projects in the core cities in the Pearl River Delta region, the Group will actively
explore overseas markets and identify high-quality projects. As the Guangdong-
Hong Kong-Macao Greater Bay Area is part of China’s national strategic plan
and the Group’s key projects are all located in the Greater Bay Area, it is thus
beneficial to the key development areas of the Group.

Looking forward, the Group will continue to grasp various opportunities in the
market, align with the national development policy and continuously enhance
its competitiveness to cater to the demands of the market and customers.
Meanwhile, the Group will strive for the vision and goal of “being the most
respected city value-creator in China” with an aim to further strengthen its
market position in and brand influence over the development of the Greater Bay
Area and build a better future.

* For identification purpose only (£ %z 5l
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Management Discussion and Analysis

FINANCIAL REVIEW

Revenue

The Group’s revenue mainly comprised of revenue from sales of properties
held for sale, leasing of investment properties and comprehensive services. The
Group’s revenue for the six months ended 30 June 2017 was approximately
RMB595.1 million (six months ended 30 June 2016: RMB3,763.8 million),
representing a decrease of approximately 84% as compared to the same
period last year, which was mainly due to the decrease in revenue from sales of
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properties held for sale.

Six months ended 30 June
BZEAA=THLAEA

Increase/
2017 2016 (decrease)
—E—+F ZE-RNTF NS CRD)
RMB’000 RMB’000 RMB’000 %
ARETT ARETF T AREET T
(Unaudited) (Unaudited)
(REBEZX) (REEFEZ)
Property development and sales YR NHE 236,036 3,445,760 (3,209,724) (93)
Commercial property investment and YR B ELE
operations 238,101 209,705 28,396 14
Comprehensive services A R 120,925 108,297 12,628 12
Total “aEt 595,062 3,763,762 (3,168,700) (84)

For the six months ended 30 June 2017, the revenue from sales of properties
held for sale was approximately RMB236.1 million (six months ended 30 June
2016: RMB3,445.8 million), representing a decrease of approximately 93% as
compared to the same period last year, which mainly includes sales of the high-
rise residential buildings of LVGEM Hongwan Gardens and other properties held
for sale. The Group’s total gross floor area of properties held for sale sold during
the six months ended 30 June 2017 was approximately 19,686 square meters
(six months ended 30 June 2016: approximately 118,153 square meters).

Revenue from leasing of investment properties for the six months ended 30
June 2017 was approximately RMB238.1 million (six months ended 30 June
2016: RMB209.7 million). The Group’s commercial properties are all located
in core areas. The properties are mainly operated under the brands of “Zoll”
and “NEQ”. The occupancy rate of investment properties during the six months
ended 30 June 2017 remained at a high level at 98% (six months ended 30
June 2016: 94%).

The Group provides comprehensive services to customers and tenants of
its residential and commercial properties. These comprehensive services
include property management services, hotel operations and others. As at
30 June 2017, comprehensive services of the Group generated revenue of
approximately RMB120.9 million (six months ended 30 June 2016: RMB108.3
million), representing an increase of approximately 12% as compared to the
same period last year.
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Gross Profit and Gross Profit Margin

For the six months ended 30 June 2017, the Group’s integrated gross profit
continued to remain at a relatively high level at approximately RMB343.7
million (six months ended 30 June 2016: RMB1,701.1 million), representing
a decrease of approximately 80% as compared to the same period last year;
while the integrated gross profit margin for the six months ended 30 June
2017 remained at a relatively high level at 58% (six months ended 30 June
2016: 45%). The increase in gross profit margin was mainly attributable to the
increase in proportion of revenue from commercial property investment and
operations during the period under review.

Selling Expenses

For the six months ended 30 June 2017, selling expenses of the Group
amounted to approximately RMB14.8 million (six months ended 30 June 2016:
RMB25.6 million), representing a decrease of approximately 42% as compared
to the same period in 2016. It was mainly included advertising expenses for
LVGEM Mangrove Bay No. 1 in the selling expenses during the period under
review.

Administrative Expenses

For the six months ended 30 June 2017, administrative expenses of the
Group amounted to approximately RMB178.4 million (six months ended 30
June 2016: RMB170.4 million), representing an increase of approximately
5% as compared to the same period in 2016. The administrative expenses
mainly included the amortization expenses for share options of approximately
RMB58.2 million during the period.

Fair Value Changes on Investment Properties

The valuation on the Group’s investment properties as at 30 June 2017 was
conducted by an independent property valuer which resulted in a positive fair
value changes on investment properties of RMB175.8 million for the period
under review (six months ended 30 June 2016: RMBO.6 million).

Finance Costs

For the six months ended 30 June 2017, finance costs of the Group
amounted to approximately RMB265.6 million (six months ended 30 June
2016: RMB150.5 million), representing an increase of approximately 76% as
compared to the same period in 2016.

The increase in finance costs was due to the increase of the Group’s total
interest-bearing loans to approximately RMB13,269.6 million as at 30 June
2017 from approximately RMB11,940.4 million as at 31 December 2016. The
Group’s average finance cost of interest-bearing loans was approximately 6.1%
as at 30 June 2017 (31 December 2016: 6.2%).

Income Tax Expense

For the six months ended 30 June 2017, income tax expenses of the Group
amounted to approximately RMB76.7 million (six months ended 30 June 2016:
RMB814.5 million). The Group’s income tax expense included payments and
provisions made for EIT and LAT during the period under review. The decrease
of income tax expense during the period was mainly attributable to the decrease
in LAT provision. The LAT for the period amounted to approximately RMB2.5
million (six months ended 30 June 2016: RMB620.3 million), which was mainly
attributable to the sales of properties held for sale.

LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED
Interim Report 2017
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Management Discussion and Analysis

Operating Results

For the six months ended 30 June 2017, the profit attributable to owners of
the Company was approximately RMB43.2 million (six months ended 30 June
2016: RMB564.2 million), representing a decrease of approximately 92% as
compared to the same period in 2016.

Liquidity, Financial Resources and Gearing

Bank balances and cash as at 30 June 2017 amounted to approximately
RMB5,179.3 million (including restricted bank deposits) (31 December 2016:
RMB4,531.2 million).

The Group had total borrowings of approximately RMB13,241.6 million as at 30
June 2017 (31 December 2016: RMB11,976.5 million). Borrowings classified
as current liabilities were approximately RMB4,614.9 million (31 December
2016: RMB3,580.3 million) and the Group’s gearing ratio as at 30 June 2017
was approximately 89% (31 December 2016: 81%), which was based on total
interest-bearing loans less bank balances and cash (include restricted bank
deposits) to total equity.

Current, Total and Net Assets

As at 30 June 2017, the Group had current assets of approximately
RMB12,573.3 million (31 December 2016: RMB11,525.3 million) and
current liabilities of approximately RMB6,886.6 million (31 December 2016:
RMB5,816.4 million), which represented a decrease in net current assets from
approximately RMB5,708.9 million as at 31 December 2016 to approximately
RMB5,686.7 million as at 30 June 2017. The increase in current liabilities as at
30 June 2017 was mainly attributable to the increase in borrowings.

As at 30 June 2017, the Group recorded total assets of approximately
RMB27,183.3 million (31 December 2016: RMB25,924.5 million) and
total liabilities of approximately RMB18,058.3 million (31 December 2016:
RMB16,726.8 million), representing a debt ratio (total liabilities over total
assets) of approximately 66% (31 December 2016: 65%). Net assets of
the Group were approximately RMB9,125.0 million as at 30 June 2017 (31
December 2016: RMB9,197.7 million).

For the six months ended 30 June 2017, the Group was able to utilise its
internal resources and debt financing to meet the funding requirements for land
acquisition.

Charge on Assets

As at 30 June 2017, loans of approximately RMB9,992.0 million (31 December
2016: RMB8,597.5 million) were secured by properties under development
held for sale, properties held for sale, investment properties, properties, plant
and equipment, and pledged bank deposits of the Group respectively in the
total amount of approximately RMB12,460.0 million (31 December 2016:
RMB12,705.0 million).
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Contingent Liabilities

As at 30 June 2017, the Group had contingent liabilities relating to guarantees
in respect to mortgage facilities for certain purchasers amounting to
approximately RMB575.6 million (31 December 2016: RMB2,479.5 million).
Pursuant to the terms of the guarantees, if there is default of the mortgage
payments by these purchasers, the Group is responsible to repay the
outstanding mortgage loans together with any accrued interest and penalty
owned by the defaulted purchasers to the banks.

The Group’s guarantee period commences from the dates of grant of the
relevant mortgage loans and ends upon the earlier of the buyer obtaining the
individual property ownership certificate or the full settlement of mortgage loans
by the buyer.

The directors of the Company consider that it is not probable that the Group will
sustain a loss under these guarantees as during the periods under guarantees,
the Group can take over the ownerships of the related properties and sell the
properties to recover any amounts paid by the Group to the banks. The Group
has not recognised any deferred income in respect of these guarantees as
its fair value is considered to be minimal by the directors. The directors also
consider that the fair market value of the underlying properties is able to cover
the outstanding mortgage loans guaranteed by the Group in the event the
purchasers default payments to the banks.

Exposure to Fluctuations in Exchange Rates and Related Hedges

The Group’s monetary assets, loans and transactions are principally
denominated in RMB, HK$ and United States dollars. During the period under
review, there was no significant fluctuation in the exchange rates of these
three currencies. The Group did not engage in any derivative activities and did
not commit to any financial instruments to hedge its exposure to statement of
financial position for the six months ended 30 June 2017 and in the year 2016.

Treasury Policies and Capital Structure

The Group adopts a prudent approach with respect to treasury and funding
policies, with a focus on risk management and transactions that are directly
related to the underlying business of the Group.

Employees

As at 30 June 2017, the Group had a staff roster of 1,638 (30 June 2016:
1,363), of which 1,620 (30 June 2016: 1,346) employees were based in the
Mainland China and 18 (30 June 2016: 17) employees were based in Hong
Kong. The remuneration of employees was in line with the market trends and
commensurate to the levels of pay in the industry. Remuneration of the Group’s
employees includes basic salaries, bonuses and long-term incentives such as
the granting of share options within an approved scheme.
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EVENTS AFTER THE REPORTING PERIOD

On 8 August 2017, Gemstones International Limited, a wholly-owned subsidiary
of the Company, issued senior notes in an aggregate principal amount of
US$225,000,000 (the “Senior Notes”) carries interest at 8.5% per annum
and due in 2020. Details of the terms and conditions are set out in the
announcements of the Company dated 3 August 2017, 9 August 2017 and 17
August 2017. The Senior Notes have been listed and quoted on the Singapore
Exchange Securities Trading Limited on 16 August 2017. Up to the date of this
report, the net proceeds of approximately US$221,724,000 from the issuance
of the Senior Notes have been fully received.

SHARE OPTION SCHEME

The share option scheme adopted by the Company on 14 November 2005
expired on 13 November 2015. On 2 June 2016, the Company adopted a new
share option scheme (the “Scheme”) at the annual general meeting of the
Company held on 2 June 2016.

Pursuant to the Scheme, the Board may, at its discretion, invite any executive
or non-executive Directors including independent non-executive Directors or
any employees (whether full-time or part-time) of the Company, its subsidiaries
and associated companies; any discretionary objects of a discretionary trust
established by any employees, executive or non-executive directors of each
member of the Group or its associated companies; any consultants, professional
and other advisers to each member of the Group or its associated companies
(or persons, firms or companies proposed to be appointed for providing such
services); any chief executives or substantial shareholders of the Company;
any associates of any Director, chief executive or substantial shareholder of the
Company; and any employees (whether full-time or part-time) of substantial
shareholders of the Company, provided that the Board may have absolute
discretion to determine whether or not one falls within the above categories,
(together, the “Participants” and each a “Participant”), to take up options
(“Option(s)”) to subscribe for shares at a price determined in accordance with
the Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”).

In determining the basis of eligibility of each Participant, the Board would
take into account such factors as the Board may at its discretion consider
appropriate.

The Scheme shall be valid and effective for a period of 10 years commencing
on the date on which the Scheme is adopted, after which period no further
Options will be granted but in all other respects the provisions of the Scheme
shall remain in full force and effect, and Options which are granted during the
life of the Scheme may continue to be exercisable in accordance with their
terms of grant.

The total number of shares, which may be issued upon exercise of all Options
to be granted under the Scheme and any other share option scheme of the
Company shall not in aggregate exceed 10% of the total number of shares in
issue on the date of commencement of dealings in the shares on the Stock
Exchange, unless the Company obtains an approval from its shareholders.
Options lapsed in accordance with the terms of the Scheme will not be counted
for the purpose of calculating such 10% limit.
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The total number of shares may be issued under the Scheme is 469,358,279
representing 10% of the issued shares of the Company on the date of the
annual general meeting.

Notwithstanding any other provisions of the Scheme, the maximum number
of the shares which may be issued upon exercise of all outstanding Options
granted and yet to be exercised under the Scheme and any other share option
schemes of the Company shall not exceed 30% of the total number of shares in
issue from time to time.

Unless approved by the shareholders, the total number of shares issued and to
be issued upon exercise of the Options granted to each Participant (including
both exercised and outstanding Options) in any 12-month period shall not
exceed 1% of the total number of shares in issue.

Offer of an Option by the Company shall be deemed to have been accepted by
any Participant (the “Grantee”) who accepts an offer in accordance with the
terms of the Scheme and the Option to which the offer relates shall be deemed
to have been granted and to have taken effect when the duplicate of the offer
letter comprising acceptance of the offer duly signed by the Grantee together
with a remittance in favour of the Company of HK$1.00 by way of consideration
for the granting thereof is received by the Company within 14 days from the
date upon which the offer is made.

Details of the movements in share options during the period are as follows:

AIIRIE AT BT AR (D 42 8k B 4469,358,279% » {hAK
ARRBRFBEFASE BEETRALO%

BEZTERZEETARTE  RITEZA B RARAMER
H bRt B BB B W RITERI PR A RITIE R A
B &ZAIEITHROEE TSBB TR ETRD AR
#I130% ©

BRIEERFSE - MEA+ A ABEETEETEES
BEENBEE(BREETEREARITENBRE) ME &7
R FREITHRMAS - TMSEBCBEITRDAEN1I% -

2 EE(FERA D URRZT SN GTERE R RE
B2y - IR ARREY  MEHRAENEONED
ERARARAZRES WEARRAEHENEZ AR
B - REARAERRBRER AR AR 1.008
TEREHBRENRER - B2OABMBRENBAR
RERBILER -

REANEE R B BT -

Number of share options

BRESE
Balance at Granted Exercised Lapsed Balance at Exercise
Exercisahle 1 January during the during the during the 30 June price per
Date of grant period 2017 period period period 2017 share
R-B-t& R-B—tF
—-A—-8 AB=1H
Rt A TR g5 RAEREE  RMERTE RERXX i3 SRITEE
dd/mm/yyyy dd/mm/yyyy HK$
B/B/% B/B/% BI
Directors
£
Ms. HUANG Jingshu 28/06/2016 28/06/2016 - 27/06/2026 4,500,000 - - - 4,500,000 1.846 (Note 2)
—EMERL (Hrzt2)
Mr. TANG Shouchun 28/06/2016 28/06/2016 - 27/06/2026 10,000,000 - - - 10,000,000 1.846 (Note 2)
-REEEE (Fii2)
Mr. YE Xingan 28/06/2016 28/06/2016 - 27/06/2026 10,000,000 - - - 10,000,000 1.846 (Note 2)
—ERREE (Biit2)
Mr. CHEN Tieshen 28/06/2016 28/06/2016 - 27/06/2026 10,000,000 - - 7,000,000 3,000,000 1.846 (Note 2)
(Note 1) (Bi:2)
—[R&E 57 AE 7L
Ms. DENG Chengying 28/06/2016 28/06/2016 - 27/06/2026 8,500,000 - - - 8,500,000 1.846 (Note 2)
—HRELt (Hrzt2)
Mr. HUANG Hao Yuan ~ 28/06/2016 28/06/2016 - 27/06/2026 4,500,000 - - - 4,500,000 1.846 (Note 2)
-EERTAE (Fizt2)
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Number of share options

EREZR
Balance at Granted Exercised Lapsed Balance at Exercise
Exercisable 1 January during the during the during the 30 June price per
Date of grant period 2017 period period period 2017 share
RIB-t% RIB-t%
—-B—H ~A=tH
REHAH fTHEHR #  REARE RAERTE  RERAX 23 BRITHE
dd/mm/yyyy dd/mm/yyyy HK$
B/B/& B/B/ & BT
Mr. ZHU Jiusheng 2800612016 28/06/2016 - 27/06/2026 3,000,000 - - - 3000000  1.846 (Note2)
-RNBEE (H:z2)
Mr. WANG Jing 28/06/2016 28/06/2016 - 27/06/2026 3,000,000 - - - 3,000,000 1.846 (Note 2)
- FHEE (Hzz2)
Ms. HU Gin Ing 28/06/2016 28/06/2016 - 27/06/2026 3,000,000 - - - 3,000,000 1.846 (Note 2)
— iRt (Hzt2)
Senior managements, 28/06/2016 28/06/2016 - 27/06/2026 229,300,000 - - - 229,300,000 1.846 (Note 2)
employees of the Group (H#22)
and others
AEERREEASR
EEREM
285,800,000 - - 7,000,000 278,800,000
Notes: Hiat -
1. Mr. CHEN Tieshen resigned as an executive director on 21 February 2017 and 1. REFEER_T—tF_ A+ —HBHERTES '
7,000,000 share options have lapsed accordingly. 7,000,0000% B A% 4 AR FE 2R 5K ©
2. Details of the fair value of the options granted in 2016 are set out in note 18 to the 2. REZ—RNEEEMERENA R BEFEBHNEHRE
condensed consolidated financial statements. IS REMITELS -

3. The share options are exercisable in the following manner for a period of 10 years 3. B AR A] AR ) B AR AT T F HARR T A5 A T71E -
from the date of grant:

(i) 30% of the share options shall exercise on the date of the grant and up to (i) EREZ0%MEHASEE T - XFNA-+
27 June 2026; +tHIE:

(ii) 30% of the share options shall exercise upon the expiry of one year from 28 (ii) EREZ30%A - —"F A+ \HE —F
June 2016 and up to 27 June 2026; and EmE 2T AFARAZTEHLE D R

(i)~ 40% of the share options shall exercise upon the expiry of two years from (i)  FEREZAORBH-T—RNFANAZTNBRFZF
28 June 2016 and up to 27 June 2026. fEmie BT NFEANAZ+ERAL -

#R(PEEERERRIA 17
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN THE
SHARES AND UNDERLYING SHARES OF THE COMPANY

As at 30 June 2017, the Directors and the chief executive of the Company had
the following interests in the shares and underlying shares of the Company
which were recorded in the register required to be kept by the Company
pursuant to section 352 of the Securities and Futures Ordinance (the “SFQO”),
or as otherwise notified to the Company and the Stock Exchange pursuant to
the Model Code for Securities Transactions by Directors of Listed Issuers of
the Rules Governing the Listing of Securities on the Stock Exchange (“Listing

Rules”).

Interest in shares and underlying shares of the Company

EERFRETHRAERAQANRG KA
B PR R

RZZE—EERA=1TA BARARBEESLAEED
(TBHFEHEEN D E2GMEFNELMAT - EE
RARRBEBITHRABRARR Z M RBEROTHES
Fr&g s LR AN EiRAI DFr#E
SETEFXZGNRETAENEM T NG AR R K

HfEs - SARIRHEAR

ZFERER

REQTRMER R EEARD 2 Em

Number of
underlying shares
(under

Approximate
percentage of the

Long position/ Number of equity derivatives Aggregate issued share capital
Name of Director Short position Capacity shares held of the Company) interests of the Company
HERGHE
(AARRD B RE EARDBERT
EEng "R/ RE 54 FEROEE FTEITAT) BEEE REAZHIEIH
Ms. HUANG Jingshu Long Position Personal interest — 4,500,000 (Note 2) 4,500,000 0.10%
EWET R+ HE VNG 3 (Mizt2)
Mr. TANG Shouchun Long Position Personal interest - 10,000,000 (Note 2) 10,000,000 0.21%
EEELE TR B (Hzz2)
Mr. YE Xingan Long Position Personal interest - 10,000,000 (Note 2) 10,000,000 0.21%
@kt HE B A= (KizE2)
Mr. CHEN Tieshen Long Position Personal interest - 3,000,000 (Note 2) 3,000,000 0.06%
(Note 1) e EPN: 53 (K1a22)
PR 88 & S A (HYatl)
Ms. DENG Chengying Long Position Personal interest - 8,500,000 (Note 2) 8,500,000 0.18%
BAE e VNG 3 (KizE2)
Mr. HUANG Hao Yuan Long Position Personal interest - 4,500,000 (Note 2) 4,500,000 0.10%
=EREE He EAER (K1a22)
Mr. ZHU Jiusheng Long Position Personal interest — 3,000,000 (Note 2) 3,000,000 0.06%
MNBEEE e (VNG 3 (KizE2)
Mr. WANG Jing Long Position Personal interest - 3,000,000 (Note 2) 3,000,000 0.06%
FEEE He EAER (K1a22)
Ms. HU Gin Ing Long Position Personal interest — 3,000,000 (Note 2) 3,000,000 0.06%
i . e [EUN;: 3 (KizE2)
Notes: Mt -
1. Mr. CHEN Tieshen resigned as an executive director on 21 February 2017 and 1. REHEER - T—ttFE - -+ —HEIWNTEE M

7,000,000 share options have lapsed accordingly.

2, Details of the share options granted under the Scheme are set out in the section
headed “Share Option Scheme” in this report.

LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED

Interim Report 2017

7,000,000/% AL HE AR SR -

2. IRIRBE R A B 2 B B D BR A RE Al FE AR

FHa&| ] —#ir o



Other Information

Hib &R

DIRECTORS’ AND CHIEF EXECUTIVES' INTERESTS IN THE E%ﬁigﬁﬁkéﬁ’\ﬂﬁﬁaﬁgﬂﬁfﬁ&ﬁ

SHARES AND UNDERLYING SHARES OF THE COMPANY (Contd) EAROFEENERS(E
Save as disclosed above, as at 30 June 2017, none of the Company’s Directors, rEXEEEN  RZZE—tFANA=1+H  ARRIZE

£ AR jigﬁﬁ/\é\&ﬁ&kz%i/\ﬁﬂﬁ\zﬁ NS4
E AR E R 2 B MR (5 B E RS AR
MHIRES RS GHE35215 T LA o

chief executives of the Company and their associates, had any interests or short
positions in the shares and underlying shares of the Company or any of its
associated corporations that was required to be recorded pursuant to section
352 of the SFO.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN SHARES AND FEBRRRAEQARNRARMEBR G+ E#E

UNDERLYING SHARES OF THE COMPANY BHER
The register of substantial shareholders required to be kept under section 336 RIRRE 7 R ARG SEXVED S 3361RA T 17 B 10 & Sl T
of Part XV of the SFO shows that as at 30 June 2017, the Company had been /T\ CRZE—tEFXA=+H " K&TZERHX%(%ZF
notified of the following substantial shareholders’ interests, being 5% or more of TE?"TTH&$E’JS%% AE)EBA AIER =
the Company’s issued share capital: *$| T
Long position in ordinary shares ZERBROzHR
Approximate
Number percentage of
of shares/ the issued
Long position/Short underlying Aggregate  share capital of
Name of Shareholder position Capacity shares held interests the Company Notes
EERARE
FHE R,/ BITRE ‘
et R/ KA &1 HERDHEE EREE ZB8Esk HisE
China LVGEM Property Holdings Long Position Beneficial owner 1,010,844,583  1,010,844,583 21.50% 1
Limited (“China LVGEM")
Bl R EEIRB R AR TE BERBEAA
([FE%ZR])
Go Great International Limited (“Go  Long Position Interests of controlled 1,120,187,094  1,120,187,094 23.87% 1
Great”) corporation
aEERERAR(E%]) 5y R EE R
Mr. WONG Hong King Long Position Interests of controlled 3,5620,187,094  3,520,187,094 75.00% 1
(“Mr. WONG”) corporation
BERREE(ERED %) S LB
Kinson Group Limited Long Position Beneficial owner 2,400,000,000  2,400,000,000 51.13% 2
TAE BEnfEAA
Evergreen Holdings Limited Long Position Interests of controlled 2,400,000,000  2,400,000,000 51.13% 2
corporation
HE ZEEE R
UBS Trustees (BVI) Limited Long Position Interests of controlled 2,400,000,000  2,400,000,000 51.13% 2
corporation
e REERER
Toplist Investments Limited Long Position Beneficial owner 300,000,000 300,000,000 6.39% N/A
e 6t 2PN TEH
Wkland Investments V Limited Long Position Beneficial owner 300,000,000 300,000,000 6.39% 3
A EnfiAA
China Vanke Co., Ltd.* Long Position Interests of controlled 300,000,000 300,000,000 6.39% 3
corporation
BRIEERHERAR e T E ks
Notes: Kt
1. China LVGEM is owned as to 100% by Go Great, which is in turn owned as to 1. EBREATRZREI00% 2 Ex(MERERATFRES

100% < #Ezd) ° Elt @ 2% REEEFR RN P B SR
B2 #%51,010,844 583K RN HE AR ©

100% by Mr. WONG. Accordingly, Go Great and Mr. WONG are deemed to be
interested in the 1,010,844,583 Shares held by China LVGEM.

*# For identification purpose only £ %5/

gE(FE)HRERERRAE
ZEFREHRE
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN SHARES AND FERRRAAEQTNRAPREBR G+ #

UNDERLYING SHARES OF THE COMPANY (Cont'd) BHER(E

Long position in ordinary shares (Cont'd) TERRBZER(E)

2. Kinson Group Limited is owned as to 100% by Evergreen Holdings Limited, 2. Evergreen Holdings Limited# A Kinson Group Limited 100%
and Evergreen Holdings Limited is owned as to 100% by UBS Trustees (BVI) 22 - MUBS Trustees (BVI) Limited/E A& &4 2 Kkl
Limited, acting as the trustee for the family trust of Mr. WONG. FLHY X FE A% A Evergreen Holdings Limited 100% 2 & ©

3. Wkland Investments V Limited is owned as to 100% by BRIMERMDER AT 3. BROERMNERDQFTHEEWKIand Investments V Limited 2
(China Vanke Co., Ltd."). Accordingly, &R FM AR A (China Vanke Co., 100% 425 » FEt - BRI BN ER A FHIE B Wkland
Ltd.*) is deemed to be interested in the 300,000,000 Shares held by Wkland Investments V Limited i 78 2 5% 300,000,0000% i (7 % B
Investments V Limited. FES o

Long position in convertible preference shares THRBREERROZFAE

Approximate
percentage
Number of of the issued
convertible convertible preference
Long position/Short preference share capital of
Name of Shareholder position Capacity shares the Company Note
HARATSRITRE

BRER A BE KA 54 RREERDEE ZBABE DL Bfat

China LVGEM Long Position Beneficial owner 3,265,646,936 95.67% 1

PR S e EmEa A

Go Great Long Position Interests of controlled corporation 3,265,646,936 95.67% 1

=8 e ZiE AR

Mr. WONG Long Position Interests of controlled corporation 3,265,646,936 95.67% 1

HhAE e ZiE AR

Note: HtaE -

1. China LVGEM is owned as to 100% by Go Great, which is in turn owned as to 1. BEREETEZR100% 2 (M ELAEREERREES
100% by Mr. WONG. Accordingly, Go Great and Mr. WONG are deemed to be 100% 2 #as) - At - BB RELEHR AR T EESMEF
interested in the 3,265,646,936 convertible preference shares held by China B2 #%%3,265,646,936/% AJ AR E LR DA S o
LVGEM.

PURCHASE, SALE OR REDEMPTION OF SECURITIES BBE » HESEE EHmHESHE

The Company has not redeemed any of its listed securities during the six RAABIREBE_ZE—+tFANA=Z1THIENEARNTEED
months ended 30 June 2017. Neither the Company nor any of its subsidiaries RATLETES « KRB RAMBATREBEE—ZE—+F
has purchased or sold any of the Company’s listed securities during the six NA=THIENARARITEE ASKHERAT FTHES o
months ended 30 June 2017.

*  For identification purpose only £ 255
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CORPORATE GOVERNANCE

The Company is committed to the establishment of good corporate governance
practices and procedures. The corporate governance principles of the Company
emphasise a quality board, transparency and accountability to all shareholders
of the Company.

Throughout the six months ended 30 June 2017, the Company complied with
all code provisions set out in the Corporate Governance Code contained in
Appendix 14 to the Listing Rules.

MODEL CODE FOR DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) as set out in Appendix 10 to
the Listing Rules as its own code of conduct regarding directors’ securities
transactions. The obligation to follow the Listing Rules has been set out in the
terms of the service agreements of each executive Director and the letters of
appointment of each independent non-executive Director. Having made specific
enquiry of all the Directors, all Directors confirmed that they have complied
with the required standards as set out in the Model Code during the six months
ended 30 June 2017.

DIRECTORS’ SERVICE AGREEMENTS

Each of the executive Directors has entered into a service agreement with the
Company for a term of two years, and is subject to termination by either party in
the manner as set out in the service agreement.

Each of the independent non-executive Director has entered into a letter of
appointment with the Company for a terms of two years; and is subject to
termination by either party in the manner as set out in the letter of appointment.

No Director had a service agreement or letter of appointment with the Company
which was not determinable by the Company within one year without payment
of compensation, other than statutory compensation.

REVIEW OF INTERIM FINANCIAL REPORT

The auditor of the Company, Deloitte Touche Tohmatsu, has performed an
independent review on the interim financial report set out on pages 23 to 52 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. On
the basis of the auditor’s review, which does not constitute an audit, Deloitte
Touche Tohmatsu confirmed in writing that nothing has come to the auditor's
attention that causes the auditor to believe that the interim financial report is not
prepared, in all material respects, in accordance with Hong Kong Accounting
Standard 34. The interim results of the Group for the six months ended 30 June
2017 have also been reviewed by the members of the audit committee of the
Company before submission to the Board for approval. The audit committee of
the Company was of the opinion that the preparation of such results complied
with the applicable accounting standards and requirements and that adequate
disclosures have been made.
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22 LVGEM (CHINA

Report on Review of Condensed Consolidated Financial Statements

HEEES=

Deloitte.
1=E)

TO THE BOARD OF DIRECTORS OF
LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED
(Incorporated in the Cayman Islands with limited liability)

M HRRBARS

INTRODUCTION

We have reviewed the condensed consolidated financial statements of LVGEM
(China) Real Estate Investment Company Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on pages 23 to 52,
which comprise the condensed consolidated statement of financial position
as of 30 June 2017 and the related condensed consolidated statement of
profit or loss, 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 inquiries, 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
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Condensed Consolidated Statement of Profit or Loss
Gl b

For the six months ended 30 June 2017 #Z —F—+F/xA=+HI-/<EA

Six months ended 30 June
BZEASA=1+HLEAEA

2017 2016
—E—t5F —=—R~F
NOTES RMB’000 RMB’000
Mt AR¥TT ARKETTT
(Unaudited) (Unaudited)
(REER) (REEEZ)
Revenue W 3 595,062 3,763,762
Cost of sales SHERA (251,372) (2,062,650)
Gross profit EF 343,690 1,701,112
Other income, other gains and losses  E MU A « Bl s & E5iE 21,448 29,402
Selling expenses SHERMS (14,823) (25,606)
Administrative expenses 1T S (178,437) (170,437)
Fair value changes on investment BEYENRAEE
properties BE 175,845 624
Fair value changes on derivative MTEERIENAREE
financial instruments 2E 17(b) 41,373 -
Finance costs BhE& KA 4 (265,555) (150,493)
Share of results of joint ventures BREERRIER (92) -
Profit before tax BRE AT ZE R 5 123,449 1,384,602
Income tax expense FiisHif < 6 (76,678) (814,525)
Profit for the period HRZF 46,771 570,077
Profit for the period attributable to: DT ATEMBRER :
Owners of the Company NN ) 43,172 564,167
Non-controlling interests FEPE R R R 3,599 5,910
46,771 570,077
RMB cents RMB cents
AR¥S ARHES
(Unaudited) (Unaudited)
(REEZ) (REEEZ)
Earnings per share SREF
— Basic —EK 8 0.92 12.02
— Diluted — s 8 0.36 6.96
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

ARG SER R At ERER

For the six months ended 30 June 2017 &ZE —ZE—+tF /N A=1+HIE/~EA

Six months ended 30 June
BZEA~A=1+HLAEA

2017 2016
—E—tHF T —RF
RMB’000 RMB’000
AR¥T T ARETFT
(Unaudited) (Unaudited)
(RBEX) (REEEZ)
Profit for the period HAZEF 46,771 570,077
Other comprehensive income (expense) Hib2mka= ()
Items that may be subsequently reclassified to Bl e B ST R oA -
profit or loss:
Exchange differences arising on translation PE N EEMREETE (7,258) (7,230)
Fair value changes on available-for-sale investments, AEHEREZ AR EBEES
net of tax (HNBRFHIE) 40,849 -
Other comprehensive income (expense) for the period HRHM2EKE(FEX) 33,591 (7,230)
Total comprehensive income for the period HRE2ERRELE 80,362 562,847
Total comprehensive income attributable to: UTATEAZERZEE
Owners of the Company ARABMER 78,647 557,530
Non-controlling interests PR R R 1,715 5,317
80,362 562,847
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Condensed Consolidated Statement of Financial Position

B AR S B F ik i R

At 30 June 2017 R=—ZE—+F/,"A=+H

At 30 June At 31 December
2017 2016
R-ZZB—+t&F RZZ—RF
ANA=1H +=-A=+—H
NOTES RMB’000 RMB’000
Htat ARETT ARETTT
(Unaudited) (Audited)
(RESEZX) (R %)
Non-current assets IEREBEE
Investment properties LBy 9(b) 12,399,857 12,227,017
Property, plant and equipment ME - WE KREE 9(a) 430,251 294,188
Goodwill BE 231,602 231,602
Interests in joint ventures NEENTIRRER 528,292 528,384
Available-for-sale investments Al ERE 11 825,513 561,048
Deferred tax assets EEFR R E E 194,462 190,151
Deposits paid for acquisition of equity interests UWBENGHE 2 AR & - 210,000
Deposits paid for acquisition of property, WS - BEREREZ
plant and equipment S - 156,776
14,609,977 14,399,166
Current assets RBEE
Properties under development for sale BRAPFEYHE 4,700,467 3,977,425
Properties held for sale HEME 1,410,400 1,556,050
Other inventories HiizE 947 1,006
Accounts receivable FEUBR TR 10 16,943 16,536
Deposits paid, prepayments and other receivables B fJi%&% - B EIER
H b fE Y k1B 1,213,921 1,234,783
Tax recoverable AT UG B 3R 1,413 8,316
Other current assets HtmehEeE 50,000 200,000
Restricted bank deposits SR FIERITIER 2,189,734 1,738,990
Bank balances and cash RITHEBEIES 2,989,521 2,792,246
12,573,346 11,525,352
Current liabilities FREEE
Accounts payable FEATRREX 12 731,962 921,438
Accruals, deposits received and other payables ExtER - BElite &
H A RIE 580,169 546,538
Dividend payables FERTRR S 7 211,211 =
Tax payable FEREERR 748,338 768,146
Borrowings EBEE 13 4,614,914 3,580,323
6,886,594 5,816,445
Net current assets RBEETFE 5,686,752 5,708,907
Total assets less current liabilities HWEERRBEE 20,296,729 20,108,073
Non-current liahilities *FREBERE
Convertible bonds Al AR E S 17(a) 577,104 559,186
Derivative financial instruments TESBMI A 17(b) 79,123 120,496
Borrowings i 13 8,049,612 7,836,944
Deferred tax liabilities FEEFIBEEE (i ] 2,465,899 2,393,783
L |72
~ 11,171,738 10,9,102409
Net assets : ‘ﬂ;{’ &EFE | 9,124,991% 49,197,664
o 1T B | s
i '-"&udi'ull’—d- ' _'-ux3u¢ Bl
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Condensed Consolidated Statement of Financial Position

B AR S B F ik i R

At 30 June 2017 R=E—+FA=1H

At 30 June At 31 December
2017 2016
R-ZE—+t& R-ZT—REF
~B=1+H +=ZRA=+—H
NOTE RMB’000 RMB’000
Kt ARET ARBTFT
(Unaudited) (Audited)
(RBER) (&%)

Capital and reserves BRAR #E
Share capital (&N 14 39,115 39,115
Reserves [ 8,851,009 8,925,397
Equity attributable to owners of the Company /N P e 8,890,124 8,964,512
Non-controlling interests e 234,867 233,152
Total equity xmE 9,124,991 9,197,664

E ) (S
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Condensed Consolidated Statement of Changes in Equity

BEE RSy RS

For the six months ended 30 June 2017 #Z —F—+F/xA=+HI-/<EA

Attributable to owners of the Company

AARRELRR
Convertitle Investment Share Non-
Share Share  preference Other ~ Exchange  revaluation option  Statutory  Retained controlling Total
capital ~ premium shares ~ reserve  resewe  feseve  reseve feserve profits Total  interests equity
TR RE  HBhRE FER

Ba  BidE  BiR  ReEE ENER  EfER [ iEdR  REERA it B B4R
RMB0O0  RMBOOO  RMBOOO  RMBOOD  RMB0O0  RMB000  RMBOOO  RMBOOO  RMBOOO  RMBO00  RMB'O00  RMB'000

ARBTR ARRTR ARMTR ARMTR ARMTR ARMTR ARMTR ARMTR ARMTR ARMTR ARETR ARETR

Balance as at 1 January 2016 (Audited)
Profit for the period

RIF-AE-A-BMEREER) 3915 620142 59914 (11262576) 63717 = - 6633 67161% 7881077 92098 793100
] - - = = = = = - M4le7 4 ler 5910 570077
EXELHIEEE - - - - 68D - - =

Exchange differences arising on translation - (6,637) (593) (7.230)
Total comprehensive (expense) income M2 (Rl s

for the period % = = = = (6,637) = - - h4ler 567530 5317 562847
Capital contrbution by a FIRRE

non-controling Shareholder R-FHEAR

of a subsidiary i = - - - - - - - - - %000 26000
Recognton of equity-setied ERAEENR G

share-based payments (noe 18) AR A (K 18) - - - - - - 85I = 68515 - 65
Transfer of statutory reserve ERTTRA = = = - - - - Rmwm - - :
Balance as at 30 June 2016 RZE-NENA=TRNES

(Unaudied) (*EE7) BI5 629142 599114 (11262576 57,080 - 855 1514 731588 850712 13410 8630532

Balance as at 1 January 2017 (Audited)

RoE-tE-F-BOER(E2R) 39115 6209142 5959114 (11205356) 66011 163336 128404 147427 72307319 8964512 233132 9,197,664

Profit for the period HRET = - - - - - - - 8112 8317 3,999 46,1
Fair value changes on AEREREL

avallable-for-sale investments, MEEEY

net of tax (Mg - - - - - 40,849 - - - 40849 - 40849
Eichange differences arising on translation B & AE 28 - - - - (531 - - - - (B3 (1884 (7.258)
Total comprehensive (expense) income ~ BAZE(RR) W&

for the period % = = = - (5374) 40,849 - - 8112 78,641 1,115 80,362
Recogntion of equity-setfied EUREEENRAE

Share-based payments (note 18) BB 23k 18) - - - - - - 5176 - - 5817 - 5816
Dividend paid (note 7) BARE(HRT) = = = = = - - - n211) n21) - nan)
Transfer of statutory reserve ERETEA - - - - - - - 205 (205 - - -
Balance as at 30 June 2017 REE-tENA=TRNES

(Unaudited) (FEEHz) 39115 6299142 5959114 (11,235356) 60637 204,185 186,980 149482 7227225 8,890,124 234867 9,124991
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Condensed Consolidated Statement of Cash Flows
BHRGEEHEESRER

For the six months ended 30 June 2017 &= —F—+&F/XA=1HI/NEA

Six months ended 30 June
BEANA=THLEAREA

2017 2016
—ZE—+tF ZZ—REF
NOTE RMB’000 RMB’000
HiaE AR¥TT ARETFT
(Unaudited) (Unaudited)
(REEZ) (REEEZ)
Net cash (used in) from operating activities &% EE(FTfH)FEBREEE (801,843) 523,625
Investing activities RETE
Placement of restricted bank deposits ~ TFHZ R IR TER (3,574,069) (5,397,187)
Advances to related parties REEER 28R (928,787) (685,816)
Placement of short-term time deposits  7ZHUA=1& A LijEl F N EIEHY
with maturity beyond three months SEHRTE R
but within one year (300,000) =
Addition of investment properties REIMRE (3,753) (7,518)
Purchase of property, BEWE KE
plant and equipment Kkt (3,152) (9,187)
Withdrawal of restricted bank deposits ~ 32EVS R HI$R1TIE K 3,123,325 4,660,023
Repayment from related parties R iR 1,233,835 66,100
Proceeds from disposal of ﬁ%ﬁﬁﬂbm%ﬁﬁ@
other current assets FTiS sk 150,000 80,000
Proceeds from disposal of H:I"E&§%¥
investment properties P8 F0E 31,290 8,569
Interest received EUF B 16,237 18,649
Proceeds on disposal of property, LEYIZE - R &R
plant and equipment P8 a0E 195 -
Net cash outflow on acquisition of BB A RIEER
subsidiaries W& FRE 15 - (606,837)
Net cash used in investing activities RETEFMANESFE (254,879) (1,873,204)
Financing activities REEE
Proceeds from new borrowings FiEfEBAERIE 2,536,961 2,886,659
Capital contribution by a non-controlling  FE32RXAR SR A — Feﬂ B A
shareholder of a subsidiary ZEE - 26,000
Repayment of borrowings BBEE (1,279,569) (860,211)
Interest paid BRFLE (299,544) (282,150)
Net cash from financing BMETBEENRSFE
activities 957,848 1,770,298
Net (decrease) increase in cash and RERRESEMORD) B INFE
cash equivalents (98,874) 420,719
Effect of foreign exchange rate changes JMNEERSFHE (3,851) -
Cash and cash equivalents at beginning HiF1EREREE
of the period ZEY 2,592,246 1,514,559
Cash and cash equivalents at end of HARAEREAES
the period Z£EY 2,489,521 1,935,278
Represented by: b=
Bank balances and cash IRITHEHBRIRS 2,989,521 1,935,278
Less: Fixed deposits with original B REHAR A%
maturity date more than R=E A&

three months TE BT R . (500,000) =

1,935,278

b Y =
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Notes to the Condensed Consolidated Financial Statements

For the six months ended 30 June 2017 &=

BASIS OF PREPARATION

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

The condensed consolidated financial statements are presented
in Renminbi (“RMB”), which is also the functional currency of the
Company.

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been prepared
on the historical cost basis except for investment properties, available-
for-sale investments and derivative financial instruments 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 effective during the current
period.

Amendments to HKAS 7 Disclosure Initiative

Amendments to HKAS 12 Recognition of Deferred Tax Assets

for Unrealised Losses

The application of the above 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 these condensed consolidated financial statements.

REVENUE AND SEGMENT INFORMATION

Revenue represents the income from property development, property
leasing and provision of comprehensive services, net of business tax and
other sales related taxes and after deduction of any trade discounts.

In identifying its operating segments, the executive directors of the
Company, being the chief operating decision makers, generally follow the
Group'’s service lines, which represent the main products and services
provided by the Group. The Group has identified the following reportable
segments:

- Property development and sales: sales of properties

- Commercial property investment and operations: lease of
commercial properties, office premises and car parks

- Comprehensive services: hotel operation, property management
service and others i
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Notes to the Condensed Consolidated Financial Statements

R B AR S B F R 2R Y =

For the six months ended 30 June 2017 &Z —Z—+t&FxA=+HI/NEA

3. REVENUE AND SEGMENT INFORMATION (Cont'd) 3.

Each of these operating segments is managed separately as each of
these products and service lines requires different resources as well as
marketing approaches.

Segment revenue and results

The following is an analysis of the Group’s revenue and results by
operating and reportable segment:

Six months ended 30 June 2017

Wz o ME R (40

HRZEERRRERIEEFR

2EBERFEE

NTRASEREERAIZHORED

BRI

BE—Z—tFXA=1tHLKEA

TR EIR K&
HIR  MRELEDRESEFERE -

BIL 6 I ES

Commercial
Property property
development investment  Comprehensive
and sales and operations services Consolidated
L/ E 3Gk [SEX/ES
k& REELE RE R ma
RMB’000 RMB’000 RMB’000 RMB’000
AR¥TT AR¥TF T AR¥T T AR¥TT
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RGEX) (REER) (REER) (RBEZX)
SEGMENT REVENUE Pk L6
External sales INFREHE 236,036 238,101 120,925 595,062
Inter-segment revenue DR - 4,803 - 4,803
Total segment revenue PEWSEEE 236,036 242,904 120,925 599,865
SEGMENT RESULTS DEEE
Reportable segment profit AI2FRDBEF] 88,496 210,885 44,309 343,690
Six months ended 30 June 2016 BE-_T—F-A=1THI~EA
Commercial
Property property
development investment ~ Comprehensive
and sales and operations services Consolidated
RHE RE g iRE R RE
RMB’000 RMB’000 RMB’000 RMB’000
ARBTIT ARBTT ARETT ARBTIT
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REEER) (REER) (REEER) (REEER)
SEGMENT REVENUE ok L6
External sales SN E 3,445,760 209,705 108,297 3,763,762
Inter-segment revenue DA = 5,167 = 5,167
Total segment revenue PEWNSEEE 3,445,760 214,872 108,297 3,768,929
SEGMENT RESULTS DEEE
Reportable segment profit Al 2D BEF] 1,475,914 173,283 51,915 1,701,112

Inter-segment sales are at mutually agreed terms.

o $ERI 3 S R R TE 2 GRRGE
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Notes to the Condensed Consolidated Financial Statements

B AR S Bt 5 R 2R Y =

For the six months ended 30 June 2017 #Z —F—+F/xA=+HI-/<EA

REVENUE AND SEGMENT INFORMATION (Cont'd) 3. WEkasBER®)

Reconciliations of reportable segment revenue, profit or loss AE2/oERE - BEZHE

The Group does not allocate fair value changes on investment properties, AEEWEREELERREED ZERSERE
fair value changes on derivative financial instruments, other income, WA MR EMEAAEBELS  TESRTA
other gains and losses, depreciation and amortisation, finance costs, WARBEES  HalA - Al REE - i
share of results of joint ventures and corporate expenses to individual EREHE MENE  BHEEQREEARARRH
reportable segment profit or loss for the purposes of resource allocation X AMEBILA 2RO E2EENA ©

and performance assessment by the chief operating decision makers.

The accounting policies adopted in preparing the reportable segment REMEROEERFRAZ SEEREREE Y
information are the same as the Group’s accounting policies. SEHBORER o

Six months ended 30 June
BEAA=1tHLEAEA

2017 2016
—E—+tF —ZT—RF
RMB’000 RMB’000
ARETR ARBT T
(Unaudited) (Unaudited)
(REEZ) (REEER)
Revenue &=
Reportable segment revenue a2 AW 599,865 3,768,929
Elimination of inter-segment revenue IS BERE (4,803) (5,167)
Consolidated revenue SFEWES 595,062 3,763,762
Profit EF|
Reportable segment profit E2HHEEF 343,690 1,701,112
Other income, other gains and losses HabUg A~ H b zs N Esig 21,448 29,402
Depreciation and amortisation e R (21,664) (18,911)
Fair value changes on investment properties KREMENRN R BEESD 175,845 624
Finance costs R R AN (265,555) (150,493)
Share of results of joint ventures EIEEERARIEE (92) -
Fair value changes on derivative TESRITENAREBE
financial instruments b=D) 41,373 =
Corporate expenses NAEIFY (171,596) (177,132)
Consolidated profit before tax A A4S B A 123,449 1,384,602

- i A i
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Notes to the Condensed Consolidated Financial Statements

R B AR S B F R 2R Y =

For the six months ended 30 June 2017 &Z —Z—+t&FxA=+HI/NEA

3.

0 |

32 LVGEM (CHINA

REVENUE AND SEGMENT INFORMATION (Cont'd)

Segment assets and liabilities

The following is an analysis of the Group’s assets by reportable and
operating segment, no liabilities are presented as the information is
not reportable to the chief operating decision makers in the resource
allocation and assessment of performance:

Wk o BER (2

TREERAE

AT AREBIZAIHEREEDBNEEDT - &
RBARERDERFHEERIBEERKESR

WaEl  FtrE25ZEER

Segment assets SEEEE
At 30 June At 31 December
2017 2016
R-T—tF RZZE—RF
~A=TH +=A=+—H
RMB’000 RMB’000
AR¥T T ARET T
(Unaudited) (Audited)
(RETEX) (Fe#=%)
Property development and sales R NHE 6,028,666 5,758,178
Commercial property investment and operations FEZEYZERE HL S 12,401,066 12,227,872
Comprehensive services iRE R 357,072 373,570
Reportable segment assets AEREDEEE 18,786,804 18,359,620
Goodwill EE 231,602 231,602
Available-for-sale investments and Al EIE R E AL
other current assets MEEE 875,513 761,048
Bank balances and cash IRITER KIS
(including restricted bank deposits) (BIEZRHIRITE) 5,179,255 4,531,236
Deferred tax assets EEFIEE E 194,462 190,151
Interests in joint ventures REERRIMED 528,292 528,384
Corporate assets NREE 1,387,395 1,322,477
Consolidated total assets REREE 27,183,323 25,924,518

For the purposes of monitoring segment performance and allocating
resources between segments, all assets are allocated to operating
segments other than goodwill, interests in joint ventures, available-for-
sale investments and other current assets, bank balances and cash
(included restricted bank deposits), deferred tax assets and corporate

assets.
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Notes to the Condensed Consolidated Financial Statements

B AR S Bt 5 R 2R Y =

For the six months ended 30 June 2017 #Z —F—+F/xA=+HI-/<EA
4. FINANCE COSTS 4, BERAR

Six months ended 30 June
BEAA=THLEAREAR

2017 2016

—E—+tF —ZE—RF

RMB’000 RMB’000

AR¥ T ARETIT

(Unaudited) (Unaudited)

(REEEZ) (REEEZ)

Interest on bank and other borrowings RITREMEEF LS 330,308 282,150

Interest expense on convertible bonds AR ESE 2R BFAX 53,872 -

Front-end fee RIEAE M 425 2,038
Less: Amount capitalised in investment B BRERREMER
properties under development and BRPGEMESR

properties under development for sale* Kz aFa* (119,050) (133,695)

265,555 150,493

* The finance costs have been capitalised at rates ranging from 3.64% to * BB KA TIEN T3.64%E6.50% (BE=ZT—/RF

6.50% (six months ended 30 June 2016: 4.35% to 8.95%) per annum.

PROFIT BEFORE TAX

NA=Z+THIEARMEA : 4.35%%F895%) 2 FREE
A o

5. KRBAEF

Six months ended 30 June
BEAA=tHLREA

2017 2016
—E—tF —E—RE
RMB'000 RMB’000
ARETR AREFT
(Unaudited) (Unaudited)
(REER) (REE&EZ)
Profit before tax is arrived at after charging (crediting): BRETAI B To AR (GTA):
Cost of properties held for sale recognised as expense BB EMENKA 147,540 1,969,846
Depreciation and amortisation of property, plant and equipment  #1% - BiE kR EITE R 21,720 19,675
Less: amount capitalised in investment properties under B BRERREMENLERESD
development and properties under development for sale HENMEENM 28 (56) (764)
21,664 18911
Gross rental income from investment properties REMEMGHRSIARE 238,101 209,705
Outgoings in respect of investment properties that BHERBREERSMAZ
generated rental income during the period REMENAS (27,216) (36,422)
210,885 173,283
Operating lease charges in respect of land and buildings BETHRETHEEHEER 12,407 16,192
Staff costs 8 TRA
— Directors’ remuneration —EEHH 14,239 20,040
— Salaries and other benefits in kind — e RAMEY 83,034 70,732
— Equity-settled share-based payments — DABRAE 45 S DARR 19 ST O 3R08 47,593 53,515
— Amount recognised as expense for retirement — R ARIREFI AR
benefit costs REEE oy 10,504 10,182
Less: Amount capitalised in investment properties under w o BRERREMER &E |
development and properties under development for sale MEE RN HEEE _‘.|-: \ (20,546) (29,442)
- L S
134,824 125,027

s - R R RO

Loss on disposal of property, plant and 'ﬁ’ment

Foreign exchange loss (ga‘, net.;i.iﬂii%lE ‘ 2
LT
1lﬂﬂi!!‘l}!/,

I 54 518 (s ) F e

g~ Bl
533 = (6,873)Q
—_"‘%{u‘ 3 =~y
#2(PE)ERERRAT 33
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HEEES=

For the six months ended 30 June 2017 &=

6.

3
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—Z—+EFA=THIENER

INCOME TAX EXPENSE 6. FEHIEAxX
Six months ended 30 June
BEANA=1+HIEAEA
2017 2016
—ZE—+t5F —T—RF
Notes RMB’000 RMB’000
Btat AR¥TR ARETF T
(Unaudited) (Unaudited)
(REBER) (REEEZ)
Current tax BNEATR IR
— PRC Enterprise Income Tax — R B EFTER
(“EIT™) ([ZEFTEH ) (a) 19,979 83,877
- PRC Land Appreciation Tax — R B L b3 (E R
(“LAT") ([ g ER ) (b) 2,510 620,329
22,489 704,206

Deferred taxation EEFIR 54,189 110,319

Total income tax expense FiSBim 2% 76,678 814,525

Notes: BieE

(@)  Under the Law of the People’s Republic of China (the “PRC”) on Enterprise (@ ﬂ?dﬁqﬂﬁ/\ﬁ LR ([ B ) EmERE( %
Income Tax (the “EIT Law”) and Implementation Regulation of the EIT Law, SRE D) REEMEFREARRESN  B=TTN
the tax rate of the PRC subsidiaries is 25% from 1 January 2008 onwards. E A—RHE  PEHEARNTER25% °
No Hong Kong Profits Tax has been provided for as the Group had no R PR 52 (B 5 18] HA ] 3 48 (R AT il ST B AR B 2 R
estimated assessable profits for both periods. AL I B Sh A R BB T S AT IR B4 -

(b)  Under the Provisional Rules on LAT Implementation Rules of the PRC (b) RER-—ANAF—A=Z+tBEHRATE LI
implemented on 27 January 1995, all gains from the sales or transfer of EFRETIEERMA - FrE S EENF
land use rights, buildings and their attached facilities in the PRC are subject B LR AR - BT R EARR R SR
to LAT at progressive rates ranging from 30% to 60% on the appreciation HRBM T IBET - BRI ERE(BEHEY
of land value, being the proceeds of sales of properties less deductible X/ FRIBRAIRS L - BIE T E AR AR
expenditures including cost of land use rights and all property development FIEMERERT)AREXTHE - H30%E60%
expenditures. P o

DIVIDENDS 7. BRE

Six months ended 30 June
BEASA=THLAXEA
2017 2016
—E—+tF —E—RF
RMB’000 RMB’000
ARETR ARETT
(Unaudited) (Unaudited)
(RESEZ) (CREEEZ)
Dividends recognised as distribution during the period: H}%Wﬁﬁw DIRZALE -
2016 Final dividend — HK5 cents T RERPRE — 58l
(equivalent to approximately RMB4.5 cents) (*E;?E(‘%’]/\EQMB’;}) 211,211 -
The dividends recognised as distribution for the year ended 31 Eiii:‘—; NE+TZA=+—RHIEFERERDIRN

December 2016 were subsequently paid on 21 July 2017.

No divit

had been proposed by the directorsiof the Company.
! e

BREEBER-F—tFLA=+—RIKf -

Tﬁ?a&% T/)J???‘

BT REANA=T
EARBEAZRE -
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HEE RS

For the six months ended 30 June 2017 &%

B R R Y

—E—FRA=THIENER

EARNINGS PER SHARE 8. SRER
The calculation of the basic and diluted earnings per share attributable ARAREEABLBRERNREERF THERLT
to the owners of the Company is based on the following data: HEETHE
Six months ended 30 June
BEARA=tAHLAXEAR
2017 2016
— N —E—RF
RMB’000 RMB’000
ARET T ARBT T
(Unaudited) (Unaudited)
(REEZ) (REEEIZ)
Earnings B
Earnings for the purpose of basic RARGTESRER
earnings per share BFEF 43,172 564,167
Effect of dilutive potential earnings in respect of  EE#SERFE A TS IBERNFE
— Convertible bonds — AR ES (12,665) -
Earnings for the purpose of diluted RARGTESRES
earnings per share BRI ZEF 30,507 564,167
Number of shares
BHEE
2017 2016
—E—tF —E—RF
Number of shares K& E
Number of ordinary shares AR EBRERATIH
of the Company for the purpose AT E B EE
of basic earnings per share 4,693,582,792 4,693,582,792
Effect of dilutive potential ordinary shares BEE ST AEREUT
in respect of FENTE
— Share options — BB AR 21,056,865 202,487
— Convertible bonds — AR &S 281,159,420 -
— Convertible preference shares — AR B AR 3,413,473,023 3,413,473,023

Weighted average number of ordinary shares
of the Company for the purpose
of diluted earnings per share

AT EEREER D
ARRVEBEA
AT

8,409,272,100 8,107,258,302

.

eaee

&
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R B AR S B F R 2R Y =

For the six months ended 30 June 2017 &Z —Z—+t&FxA=+HI/NEA

<

INVESTMENT PROPERTIES AND PROPERTY, PLANT
AND EQUIPMENT

(a)

(b)

Capital expenditure

During the current interim period, the Group incurred
capital expenditure of approximately RMB159,928,000 and
RMB3,753,000 for property, plant and equipment and investment
properties, respectively (six months ended 30 June 2016:
RMB9,187,000 and RMB7,518,000, respectively).

During the current interim period, the Group has written off
property, plant and equipment with net carrying amount of
RMB201,000 (six months ended 30 June 2016: RMB298,000).

Valuation

The fair values of the investment properties at 30 June 2017
and 31 December 2016 have been arrived at on the basis of a
valuation carried out by Messrs Jones Lang LaSalle Corporate
Appraisal and Advisory Limited, which is independent qualified
professional valuers not connected to the Group.

Valuations were based on the properties’ open market value on
30 June 2017 and 31 December 2016. The properties have
been valued by capitalisation of net income method, where the
market rentals of all lettable units of the properties are assessed
by reference to the rentals achieved in the lettable units as well as
other lettings of similar properties in the neighbourhood.

10. ACCOUNTS RECEIVABLE

9.

REMEURIE - BERERE

(a)

(b)

BEARRX

AR BAEARS - AEERE -« B R
MR EMEELENEARI DO AARE
159,928,0007T K A R #3,753,0007C(H &= —
T—REXNAZTHLERNER : DRIBARE
9,187,000t & AR #7,518,0007T ) °

RAREHRE - AEEEMEREFERAR
#201,000tHE BEERBEE_F
—NFARA=THIEREAR : ARK298,000
7E) ©

fhfE

HZEREMER_ZT—EFRA=ZTER-F
—RNFETZA=T—BHRAEE  THERE
ERTERHE LA AR ARMMETHGE
BE - AR REAREYEREE BT A
IREZELER ©

HEDRE-Z—tEFAA=TAR=F X
FH_A=+—BOMELFNSEEETE °
ZEMETIRBWE FREE ML fA(E -
m&EMEMAATLHEZ 2 TSHEE - 12
ZZE ] HEBEM R ERTE S AR 4R
U E A AR B A 2 T T E R AT -

10. FEUWARFK

At 30 June At 31 December

2017 2016

R-ZE—tF RZZE—RF

AA=1+H +=—A=+—H

RMB’000 RMB’000

AR¥T T ARETT

(Unaudited) (Audited)

(REFEZR) (FE2E%)

Accounts receivable FEUAR TR 17,736 17,329
Less: Allowance for doubtful debts B REREE (793) (793)
16,943 16,536

0

' 2 |
36 LVGEM (CHINA*AL ESTATE INVESTMENT COM?

Interim Report 2017




10.

Notes to the Condensed Consolidated Financial Statements

For the six months ended 30 June 2017 &=

ACCOUNTS RECEIVABLE (Cont'd)

Accounts receivable represent receivables arising from sales of
properties, rental income from leasing properties and comprehensive
services (including hotel operation and property management). For the
receivables arising from sales of properties, they are due for settlement
in accordance with the terms of the relevant sales and purchase
agreements. For the receivables arising from rental income from leasing
properties, monthly rents are normally received in advance and sufficient
rental deposits are held to minimise credit risk. For accounts receivable
generated from hotel operation, the credit terms is repayable on
demand. For accounts receivable generated from property management,
receivable generally have credit terms of 30 to 60 days (31 December
2016: 30 to 60 days).

All accounts receivable are denominated in RMB. The ageing analysis
of the Group’s accounts receivable, based on invoice dates for rental
income from leasing properties and comprehensive services and the
terms of relevant sales and purchases agreements for sales of properties,
is as follows:

10.

B AR S Bt 5 R 2R Y =

—F—tFNA=TAIAEA
FEW AR (&)

UBEFIEHEME  HEDENHEESRARLES
RS(BEEELERMESIE)NEIKIE - 58
EMEEENEKFENS @ ZSHBEHRIEHEE
BB GERIEEN REEYENRE BAE
ARERZEMNS  SARSBATBEERER I
ERRNASEESUARKEERR - shEEEEE
AHEWRERRME EEHNERERER - W
EIEMEHNERERNEER R B30E0K(=ZT
—A~NE+=-_A=+—H : 30860K) °

P A R BR FIAA RS SHE - N5 BRI
Rz E AHEMENE S WA RER Hlﬁ%ﬁémlﬂ,ﬁﬂ
AR ABRIY S E BB B RO T

At 30 June At 31 December

2017 2016

R-ZB—+&F RZZE—RF

ANA=+H +7H_+ A

RMB’000 RMB’000

AR¥T AREF T

(Unaudited) (Audited)

(REEEZ) (F2E%)

Within 1 month —(EAAR 4,363 6,517
1 to 12 months 1Z=1218 A 8,131 7,741
13 to 24 months 132 24{E A 3,317 1,176
Over 24 months HBiE241E A 1,132 1,102
16,943 16,536

The movement in the allowance for doubtful debts during the period,
including both specific and collective loss components, is as follows:

%WM%ﬁﬁﬁ ‘‘‘‘‘‘ £5)(B
DT ¢

BRERERBBREAKS

At 30 June At 31 December

2017 2016

R-Z—+tF RZT—RF

~A=1TH +—A=+—~H

RMB’000 RMB’000

ARBTT AREFT

(Unaudited) (Audited)

(REER) (fE%)

At 1 January m—H—H 793 832
Reversal on impairment loss recognised ERRREEE &L - (39)
At 30 June/31 December RANBA=+B/+=—A=+—8 793 793

Included in the Group’s accounts receivable balances are debtors with
aggregate carrying amount of RMB14,558,000 (31 December 2016:
RMB10,019,000) which are past due at the end of the reporting period
for which the Group has not provided for impairment loss, of which 60%
(31 December 2016: 77%) are past due within twelve months, and 40%
(31 December 2016: 23%) are past due over twelve months, based
on the repayment terms. No provision for impairment is, considered

S|gn|f|cant change in
£

*dn qma;lﬁ]ﬁfiz thetlan are still consﬂjered
|u||y recoverable: lU“{I‘"

necessary in respect of thesefm nces as t$e has }wot been a '

FPAREERBRR AR RIBERREAERAR
’.fﬁ(14 558,0007L(ZF—RF+-RA=+—H: AR
KB EREREHSAREE

10,019,0007T) 2 fE M5k
& ANES [0 A UV R E BB E - RIRE K

:,\4360% =T ARFFTZA=1+—H8:77%)
+ BAEER - 40% (ZF—
o)ﬁﬁ“f’i

NEF=RB=4
1IFI Téﬁﬁﬁ EE)‘SAEWWEE?I

Tt FRHRE
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For the six months ended 30 June 2017 &Z —Z—+t&FxA=+HI/NEA

11. AVAILABLE-FOR-SALE INVESTMENTS

1. AIHHERE

At 30 June At 31 December

2017 2016

R-B—+tF RZT—RF

ANA=TH +=A=+—H

RMB’000 RMB’000

ARETT ARETT

(Unaudited) (Audited)

(REEER) (f&E%)

Net carrying amount as at 1 January n—A—HBZERmFE 561,048 343,267

Fair value changes DR BEES 54,465 217,781
Transfer from deposit paid for acquisition of ERgWEREENRe

equity interests 210,000 -

Net carrying amount as at period/year ended REFR 2 REFE 825,513 561,048

The investments represent 0.40% shareholding in a public listed equity
securities in the PRC which were stated at fair value at RMB615,513,000
(31 December 2016: RMB561,048,000) and 10% equity interests in
Apex Leader Limited (“Apex”), a company incorporated in British Virgin
Islands (“BVI") amounted to RMB210,000,000 (31 December 2016:
nil). Apex held 100% equity interests in Zhuhai Kaiwei Property Co., Ltd.
(“BREEREZEAMR A R]") which is engaged in property development
in the PRC. The Group neither have control, joint control nor significant
influence regarding the relevant activities of the investments. The
deposit paid as at 31 December 2016 for acquisition of equity interests
amounted to RMB210,000,000 has been transferred to available-for-sale
investments in current period upon the relevant transaction has been

ZERB MR BB AR LA EEE 20.40%0%
o WA R EEAREG615513,0007T(=F— N
F+ZA=1+—H: AR¥561,048,0007T) &Apex
Leader Limited ([Apex]  — R REBHEBRES
((HBHERRAS ) FEMAZAAR]) 10%KEAR
#210,000,000c( ZE— A "F+=A=+—8 : &)
PIER o ApexiZ B R BN EMXEEE 2 KRG EE
XEMRAFI0RIHNE - AEEHZEHRERBAES
WG BHAEHIEREATE - RZZT—
F+ZA=+—0 WEREZEMFZRSAARE
210,000,0007T * WER =T —+F—A+NAZERK
EARSEIEAPHEREAHELERE -

completed on 16 January 2017.

12. ACCOUNTS PAYABLE

Based on invoice dates, the ageing analysis of the Group’s accounts

payable is as follows:

12. IR

REBENRTNRRZEZ BRI

At 30 June At 31 December

2017 2016

R=Z—t%F RB—AF

~A=t8 t=A=t+-8

RMB’000 RMB’000

AR¥ T ARET T

(Unaudited) (Audited)

(REBEX) (fE%)

Within 1 month —EAR 617,647 832,363
1 to 12 months 1212f@A 67,282 35,676
13 to 24 months 13Z224{E A 14,512 16,866
QOver 24 months iBiE241E A 32,521 36,533
731,962 921,438

3
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B AR S Bt 5 R 2R Y =

For the six months ended 30 June 2017 #Z —F—+F/xA=+HI-/<EA

13. BORROWINGS 13. BE
At 30 June At 31 December
2017 2016
R=-T—+tF RZB—RE
ANA=tH +=—A=+—8H
RMB’000 RMB’000
AR%T AREFIT
(Unaudited) (Audited)
(REEZ) (f&E%)
Borrowings comprise: BEEAE
— Variable rate bank loans —ZRIRTER 9,649,916 8,228,366
— Fixed rate bank loans —ERRITEXK 192,530 272,845
— Other borrowings —HiEE 250,000 280,000
— Loans from non-controlling interests — IR R E R - 66,544
— Domestic corporate bond —BARNEES 2,600,000 2,600,000
12,692,446 11,447,755
Less: Front-end fee Y BTHEE A (27,920) (30,488)
12,664,526 11,417,267
Analysed as: DA
— Secured —BiEA 9,992,047 8,597,491
— Unsecured — K 2,672,479 2,819,776
12,664,526 11,417,267
Total borrowings BEEB 12,692,446 11,447,755
Less: Amount due within one year shown B RBAEE IR —FR
under current liabilities B HR 2 7B (4,614,914) (3,580,323)
Less: Front-end fee Y BTHEE A (27,920) (30,488)
Amount due after one year R—F1& 5 Hi 2 508 8,049,612 7,836,944

> ' SR (hE)HEREERAT 39
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R B AR S B F R 2R Y =

For the six months ended 30 June 2017 &Z —Z—+t&FxA=+HI/NEA

13. BORROWINGS (Cont'd) 13. BE#E)
During the current interim period, the Group repaid loans RAFHBEHE AEEEEEERARE
amounting to RMB1,279,569,000 (six months ended 30 June 1,279,569,000c(HE =T —A"FNA=THILN
2016: RMB860,211,000) and drew new bank loans amounting @A : AR¥860,211,0007T) @ WIREFHIEITE
to RMB2,536,961,000 (six months ended 30 June 2016: HARME2 536,961,000 (HE=—F—"FA=
RMBZ2,886,659,000). +HIENER - AR¥?2,886,659,0007T) °
On 26 August 2016, a subsidiary of the Company, Zhengxinglong REZZE—R"ENAZ+A ARRIZHEBARIE
Real Estate (Shenzhen) Co., Ltd. (“Zhengxinglong”) issued a domestic FEEECRY) AR AR ([ ERE ) BETRAR
corporate bond (the “Bond”) with a principal amount of RMB2.6 billion AEH([ZEF ] - A&k AR%2,600,000,000
and will be repayable in full by 26 August 2021. Zhengxinglong shall T MEREERR =S =_—F N A=+ BHZ2H
has an option to rise the coupon rate from 6.5% up to 7.5% per annum BE - FEREAEENE=FLEREBFEEXRH
after the end of the third year (“coupon rate adjustment”). Zhengxnglong 6.5% ERAEZRE75% ([EEERFE]) - EHE R
will make an announcement of the determination on the coupon rate REBXAERMREEHAE(THRESBSELH
adjustment and irrespective of whether adjustment will be made or not, B) MREENERTARE-REE BN =1
the investor can exercise retractable option within 3 working days from TERATTERISEZRE -
the third anniversary of the issue date.
The Bond is listed in Shenzhen Stock Exchange. In the opinion of the ZEEFERRINELZR G LT - EERR EEX
directors, the fair values of the entitlement of coupon rate adjustment FAREF RIEEEREZBESF 2Nz AR BER
and investor's entitlement of selling back the Bond are insignificant at VIR ER KR EBARELTEK -
initial recognition and at the end of reporting period.
The directors estimate the fair value of the Bond as at 30 June 2017 to KB2EZEHF2MERER  EFHAZES
be RMB2,535,000,000 (31 December 2016: RMB2,535,000,000) with RZE—tLtERNAZTHZAABEAEARE
reference to the quoted market price of the Bond. 2,535,000,0007c( —ZE—RFE+-_A=1+—H: A
E#2,535,000,0007%) °
14. SHARE CAPITAL 14. B
At 30 June 2017 At 31 December 2016
R=B—tFXA=1H RZE—R"E+ZA=+—H
Number Number
of shares HK$'000 RMB’000 of shares HK$'000 RMB'000
RHEAE TEr AR%TR ] TET ARETR
Authorised share capital /NE]
of the Company: SETERRA
Ordinary shares SREE.0LATLH
of HK$0.01 each L@k 30,000,000,000 300,000 240,000 30,000,000,000 300,000 240,000
Issued and fully paid share ~ ADAFIE 31T
capital of the Company: B
Ordinary shares SREE.OLATTH
of HK$0.01 each Ak
At 1 January and R—A—Bk
30 June ~NA=1H 4,693,582,792 46,935 39,115 4,693,582,792 46,935 39,115

& | [ S
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Notes to the Condensed Consolidated Financial Statements

For the six months ended 30 June 2017 &%

B AR S Bt 5 R 2R Y =

—E—FRA=THIENER

ACQUISITION OF ASSETS AND LIABILITIES THROUGH 15. ERRENBLARWEEERERE
ACQUISITION OF A SUBSIDIARY
As detailed in the announcements issued by the Company dated 30 July RPN ﬂﬁ’\ig AFEA=+H - —_T—AF
2015, 13 August 2015 and 22 March 2016, Jianmai Limited, an indirect NA+=Z=BE_ZE—X"F=A=-+=-87 ?éﬁ']’“i
75%-owned subsidiary of the Company as the purchaser entered into P&t - E’\ff ﬁitﬁ +H ' =2BBRA
an acquisition agreement on 31 July 2015, with Hanison Construction (AR Tfaﬁ&%ﬁﬁ%% s B AT f’lfi%féf?j')
Holdings (BVI) Limited, an independent third party to the Group as the 7KL BJ8 37 55 = J7 Hanison Construction Holdings
vendor and Sanney Limited, an independent third party to the Group, (BVI) Limited ({‘E%aﬁ)&ﬂ‘ﬁlﬁ*”*_ﬁ%xi
as vendor's guarantor pursuant to which Jianmai Limited conditionally BRARMERBE D 2ERA)I LW EHZE - B
agreed to acquire from the vendor the entire issued capital in Wisdom It REFRARBKRERERE 7 WHEIES) R
Concept Development Limited (“Wisdom Concept”) for an aggregate BRAREMN D Z2HMBERITRAE BREA
consideration of HK$710,000,000 (equivalent to RMB606,837,000). 710,000,000 7T (48 & M A R ¥606,837,0007T ) ©
Wisdom Concept is engaging in property development in Hong Kong BHREANRENMEER  EXZEERFERE
of which the main asset is a land held for development and thus the +3 - Bt EZH&E%%IE?&?E?%,%%EWE% el Bt 28
acquisition was regarded as acquisition of assets and liabilities through AEIRBEERBE ZUWBFER-ZT—AF=
acquisition of a subsidiary. The acquisition was completed on 22 March A=+ —-H%HK -
2016.
Assets and liabilities recognised at the date of acquisition: RS AR EERBE
RMB’000

ARETFT
Properties under development for sale BRAPFEYE 606,906
Other receivables H b FEYGRIE 6
Accruals, deposits received and other payables BETER - Elike REMENFIA (75)
Net assets acquired BREEEFE 606,837
Net cash outflow arising on acquisition: I BB RS SR AR 07 I JF 8 -

RMB’000

ARETT

Cash consideration paid BERBEERE 606,837

'"&ti! l::'ii—“O % ﬁ
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HEEES=

For the six months ended 30 June 2017 &=

B R R R Y

—Z—+EFA=THIENER
16. DISPOSAL OF A SUBSIDIARY

On 26 April 2016, the Group as the vendor entered into a sale and
purchase agreement with Huizhou Manha Real Estate Development
Co., Ltd., an independent third party of the Group, as the purchaser
to dispose of the entire equity interests in a wholly-owned subsidiary,
Huizhou LVGEM Real Estate Development Co., Ltd. (“Huizhou LVGEM”)
at a consideration of RMB54,798,000. Huizhou LVGEM was engaged in
property development in Huizhou, the PRC. The disposal was completed
on 10 August 2016.

Net assets of the above subsidiary at the date of disposal were as follows:

HE—EHEAF

RZFB—XRFOA=+<A K%@H’Eﬁja?ﬁ)éﬁ
K%I%**_Ei)llmgﬂé}%imﬁﬁﬁ%ﬁﬁﬁ
(ERENALEE RS  AHER2ENBA
M EHERBEARD T(Fiﬂlif?l)ﬂ’]%ﬁw%
1 RERAKEEDL798,0007T » BN R H E
BMEEYEER - ZHEEFER T —RFN\A
THZEK °

RNEERH  LdMEARNEEFEWT

RMB’000
ARBT T

Net assets disposed of: BEHEEEFE :
Properties under development for sale BRPSEYE 36,419
Bank balances and cash RITHEB RS 39
36,458
Gain on disposal of a subsidiary (included in “other income”) HE — M A Bl GEAT B AU A D) 18,340
Total consideration BRE 54,798

An analysis of the net cash inflow of cash and cash equivalents in
respect of the disposal is as follows:

AREEEENRS MREFEYRERNFED
AR :

RMB’000

ARETT

Total cash consideration received BER e RE 54,798
Bank balances and cash disposed of EHERITEHRERS (39)
Net cash inflow on disposal HERESRAFE 54,759

o |l ‘i
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Notes to the Condensed Consolidated Financial Statements

For the six months ended 30 June 2017 &=

17. CONVERTIBLE BONDS AND DERIVATIVE FINANCIAL

B AR S Bt 5 R 2R Y =

—E—FRA=THIENER

17. TREREFRITEESHMTIA

INSTRUMENTS
(@)  Convertible bonds (a) FEBRRES
At 30 June At 31 December
2017 2016
R-E—+F R-ZT—REFE
ANA=tH +=R=+—H
RMB’000 RMB’000
AR¥TR AREFIT
(Unaudited) (Audited)
(REEEZ) (KB %)
Net carrying amount as at 1 January R—A—BRNEREEFE 559,186 -
Issue of convertible bonds BITARRES
(the “CB 2018”) ([ZZ—NFr#iRES]) = 550,530
Interest expense FERAS 53,872 13,258
Interest paid BF8 (18,701) (4,602)
Exchange difference PE I Z=%8 (17,253) -
Net carrying amount as at period/year ended RERR R FE 577,104 559,186
On 6 November 2016, the Company entered into a Convertible RZZE—RE+—ARB ARAE—FF

Bonds Subscription Agreement (the “Agreement”) with a third
party, Chance Talent Management Limited (the “Subscriber”).
Pursuant to the Agreement, the Subscriber agreed to acquire the
CB 2018 with aggregate principal amount of US$100 million at
interest rate of 5.5% per annum, payable by the Company semi-
annually in arrears from the issue date. The maturity date is on the
second anniversary of the issue date. The CB 2018 were issued to
the Subscriber on 18 November 2016.

The bondholder has the right to convert the CB 2018 in whole or
in part into shares at any time on or after the issue date of the CB
2018 up to the respective maturity. 281,159,420 new shares will
be issued upon full conversion of the CB 2018 based on the initial
conversion price of HK$2.76.

The CB 2018 will be redeemed on maturity at a value equal to
the amount equal to the aggregate of (a) the aggregate principal
amount of such outstanding CB 2018; (b) any accrued but unpaid
interest on such outstanding CB 2018 on the redemption date
(other than default interest); and (c) (if the sum of the amounts
referred to above (a) and (b) fall shorts of making up an internal
rate of return of 8% on the aggregate principal amount of CB
2018) such additional amount which would make up an internal
rate of 8% on the aggregate principal amount of CB 2018.

Further details of the terms and conditions of the CB 2018
were disclosed in the announcements of the Company dated 6
November 2016, 8 November 2016 and 18 November 2016
respectively.

The CB 2018 contains two components, debt component and
derivative component. The effective interest rates of ithe debt
component is 19.98% per annum. The derivative component. is
measured at fair value w&hllfanges in faévalue r cognlsed in

profit and loss. Q .'ﬁll‘i%“ a : ﬂ

= Chance Talent Management Limited ([ 72
A DRI — AR &S RE ([ Z
#) o REzZnE RBARERELRZAE
BARUEET  REFES5%:TEH_T—N
FARRES - FEEETHHERGFFR
RARESE - BIHE AT B B MR
Fo T \FABRESFN - —R"F+—
AT N\BEITTREA -
BERBEABER T — \FrAIRRKRESFET
HEAE Bz % =HEEE R ERERE 2
LHH T NFAIRRESERERD
281,159,420 TR N KR =T — N\ F Al ik
BHEBHERBIRY P K IR(E2. 76748 T
1T °

- N\FARREFENEIHAER - EE
EZRBERTINBEFZ 258E@BBARER
T-NFURREF AL (bEMRAF
AREHL - \FaRRESFRER R
FEEHERMNFIE GERAFERIN ¢ Kc) (WL
Y(a)&(b TE ATl 3178 2 B AR B LA S R [E]
MEET— \FAIRREFAS R Z8%)
BLABEFREE—_FT—/\FrIRREFEE
REEB% 2 EAREINGFE o

= —)\iﬂ?ﬁﬁ’i%%ﬂ’]1‘%?&&1\%#9’93&—&;
Ei’l%ﬁ’\ﬁ AR RIAE= ﬁiJr*H/—\
H—Z—RFE+— )EU\EI& —NE+—
A+ N\BHAERNEE -

W o NEuSRESCEREDS (EEH

W\ rireTams) - BHHH mamﬂr%
£19.98% o $TET A S #4 71 BIE kR
R RN AL EEREHE.,

7’ _.'-ux-.\ L.\é
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For the six months ended 30 June 2017 &Z —Z—+t&FxA=+HI/NEA

17. CONVERTIBLE BONDS AND DERIVATIVE FINANCIAL
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INSTRUMENTS (Cont'd)

Derivative financial instruments

17. TRREFRITEESHTRE)

() #TEERMTIA

At 30 June At 31 December

2017 2016

R-E—tF R-ZT—RF

~A=1+H +=A=+—AH

RMB’000 RMB’000

AR¥T T ARETT

(Unaudited) (Audited)

(REEZ) (5= %)

Net carrying amount as at 1 January R—A—BRMEmFE 120,496 -

Embedded derivatives at the date of AR 25 31T B HiRY

issue of convertible bonds BARSTETAR - 135,518
Gain arising on changes in fair value N BEEBEAENKZS (41,373) (15,022)
Net carrying amount as at period/year ended REIR F RN EREFE 79,123 120,496

The methods and assumptions applied for the valuation of the CB
2018 at initial recognition, 31 December 2016 and 30 June 2017
were as follows:

The fair value of the derivative financial instruments as at 30 June
2017 and 31 December 2016 derived by using the Binomial
Option Pricing Model were approximately RMB79,123,000
and RMB120,496,000, respectively, which were determined
by the directors of the Company with reference to the valuation
performed by Asset Appraisal Limited, a firm of independent
professional valuers with appropriate qualifications and recent
experiences in the valuation of similar derivative instruments
with reference to market values. During the six months ended
30 June 2017, the Group recognised the fair value change of
RMB41,373,000 in the condensed consolidated statements of
profit or loss (six months ended 30 June 2016: nil).

The inputs used in the Binomial Option Pricing Model adopted by
the independent professional valuer in determining the fair values
at the respective dates were as follows:

ROLHER N-TB—RE+-A=1+—80xK
RZF—tFNA=TBEHE - N\FrJk
BEHETHERATEAN T ARBREROT ¢

TESRIANR-_Z—tFRA=tER-F
—RETZA=t - ARAEAREERE
BITEZ RABED RIK A ARYET9,123,000
TR AR#120,496,0007T - BESEIIAR
REE2ZETWERETERRABRARET
BEEMET  ZRRNEREEERNEL
HEMERM  BE2EMENMERHATETA
STEEROHER -BE-T—tFRA=T
BIEAER - NREBEREBERS Bk iR
AR BEZEE AREAL1,373,000T(BILE=F
—NFERA=THIENEAR - &) -

B BEBERMNE B REE QR EBERER
AN — 1B\ HA R R (B AR A o P AR eV B A BB A0
T

At date of issue At 31 December 2016 At 30 June 2017

RZZE—RF R-T—+F

MRETEH +=-—A=+—H ANA=+H

Share price A% A& HK$2.49 HK$2.39 HK$2.49
2497870 2397870 249 T

Exercise price 1IEE HK$2.76 HK$2.76 HK$2.76
- 2.76787C 2.76787C 2.767%& T

Expected dividend yield TEHARR B % 0.40% 0.42% 2.01%
Expected volatility TEHRR I 52.35% 52.18% 32.65%
Risk free interest rate 4 [ B 1 =R 0.783% 1.025% 0.597%
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Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 June 2017 #Z —ZF—t&F/XA=1HIL/\EA

SHARE-BASED EMPLOYEE COMPENSATION

On 2 June 2016, the Company adopted a share option scheme (the
“Scheme”) at the annual general meeting of the Company held on 2
June 2016.

Pursuant to the Scheme, the board of directors may, at its discretion,
invite any executive or non-executive directors including independent
non-executive directors or any employees (whether full-time or part-
time) of the Company, its subsidiaries and associated companies;
any discretionary objects of a discretionary trust established by any
employees, executive or non-executive directors of each member of the
Group or its associated companies; any consultants, professional and
other advisers to each member of the Group or its associated companies
(or persons, firms or companies proposed to be appointed for providing
such services); any chief executives or substantial shareholders of the
Company; any associates of any director, chief executive or substantial
shareholder of the Company; and any employees (whether full-time or
part-time) of substantial shareholders of the Company, provided that the
Board may have absolute discretion to determine whether or not one
falls within the above categories, (together, the “Participants” and each a
“Participant”), to take up options (“Option(s)”) to subscribe for shares at
a price determined in accordance with the paragraph below.

In determining the basis of eligibility of each Participant, the board of
directors would take into account such factors as the board of directors
may at its discretion consider appropriate.

The Scheme shall be valid and effective for a period of ten years
commencing on the date on which the Scheme is adopted, after which
period no further Options will be granted but in all other respects the
provisions of the Scheme shall remain in full force and effect, and
Options which are granted during the life of the Scheme may continue to
be exercisable in accordance with their terms of grant.

The exercise price of a share in relation to each Option granted under
the Scheme shall be a price solely determined by the board of directors
and notified to a Participant and shall be at least the highest of:

(a) the closing price of the Company’s shares as stated in The
Stock Exchange of Hong Kong Limited (“Stock Exchange”)’s
daily quotations sheet on the business day on which an offer is
accepted by the grantee or if such date of acceptance by the
grantee is not a business day, the immediately preceding business
day;

(b)  a price being the average of the closing prices of the Company’s
shares as stated in the Stock Exchange’s daily quotations sheets
for the five business days immediately preceding the date on
which an offer is accepted by the grantee (provided that the new
issue price shall be used as the closing price for any business
day falling within the period before listing of the shares where the
Company has been listed for less than five business days as at the
date on which an offer is accepted by the grantee); and

(c)  the nominal value of a Company’s share.

-
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B R R R Y

—Z—+EFA=THIENER
SHARE-BASED EMPLOYEE COMPENSATION (Cont'd)

The total number of shares, which may be issued upon exercise of all
Options to be granted under the Scheme and any other share option
scheme of the Company shall not in aggregate exceed 10% of the total
number of shares in issue on the date of commencement of dealings in
the shares on the Stock Exchange (“Scheme Mandate Limit”), unless
the Company obtains an approval from its shareholders. Options lapsed
in accordance with the terms of the Scheme will not be counted for the
purpose of calculating such 10% limit.

Notwithstanding any other provisions of the Scheme, the maximum
number of the shares which may be issued upon exercise of all
outstanding Options granted and yet to be exercised under the Scheme
and any other share option schemes of the Company shall not exceed
30% of the total number of shares in issue from time to time.

Unless approved by the shareholders, the total number of shares issued
and to be issued upon exercise of the Options granted to each participant
(including both exercised and outstanding Options) in any 12-month
period shall not exceed 1% of the total number of shares in issue.

Offer of an option (“Offer”) shall be deemed to have been accepted by
any Participant (the “Grantee”) who accepts an Offer in accordance
with the terms of the Scheme and the option to which the Offer relates
shall be deemed to have been granted and to have taken effect when
the duplicate of the offer letter comprising acceptance of the Offer
duly signed by the Grantee together with a remittance in favour of the
Company of HK$1.00 by way of consideration for the granting thereof is
received by the Company within 30 days from the date upon which the
Offer is made.

On 28 June 2016, the Company granted share options under the
Scheme to certain Participants which will enable the Grantees to
subscribe for a total of 285,800,000 ordinary shares of HK$0.01 each in
the share capital of the Company.

18.
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Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 June 2017 #Z —F—+F/xA=+HI-/<EA

18. SHARE-BASED EMPLOYEE COMPENSATION (Cont'd) 18. URHBZIHNEEHM 2
Details of the Options granted by the Company pursuant to the Scheme AARMRBZAEREER =T —+FA=1H
and the Options outstanding as at 30 June 2017 and 31 December 2016 ;FZF—RF+ZA=+—HHKRTENRRESF
were as follows: BT -
Number of options
BREZE
Balance at Granted Exercised Lapsed Balance at Exercise
1 January during turing during 30 June price per
Date of grant Exercisable period 2017 the period the period the period 2017 share
(dd/mm/yyyy) (dd/mm/yyyy) HK$
R=B-t& R=B-tF
-A-H AA=TH
BREAH fiid &S RERRE  RERTE  RAERAXR WEs  BROEE
(B/B/%) (B/B/%) BT
Executive directors (Note 1) 28/06/2016 28/06/2016 - 27/06/2026 15,600,000 - - - 15,600,000 1.846
BTEE(MEL)
Executive directors (Note 2) 28/06/2016 28/06/2017 - 27/06/2026 15,600,000 - - 3,000,000 12,600,000 1.846
wirES(fi2)
Executive directors (Note 3) 28/06/2016 28/06/2018 - 27/06/2026 20,800,000 - - 4,000,000 16,800,000 1.846
BITEE(M3)
Employees (Note 1) 28/06/2016 28/06/2016 - 27/06/2026 70,140,000 - - - 70,140,000 1.846
EE (1)
Employees (Note 2) 28/06/2016 28/06/2017 - 27/06/2026 70,140,000 - - - 70,140,000 1.846
EE(izr2)
Employees (Note 3) 28/06/2016 28/06/2018 - 27/06/2026 93,520,000 - - - 93,520,000 1.846
&8 (fit:3)
285,800,000 - - 7,000,000 278,800,000
Number of options
FRIRESR
Balance at Granted Exercised Lapsed Balance at Exercise
1 January during during during 31 December price per
Date of grant Exercisable period 2016 the period the period the period 2016 share
(dd/mm/yyyy) (dd/mmiyyyy) HK$
RZZ-—RF RZZE-—RE
—A—H +=A=t-8
Rt AH 76 mEs  REARE  RERGOR RERER Mg BRITRE
(R/RB/%) (B/R/%) BT
Executive directors (Note 1) 28/06/2016 28/06/2016 - 27/06/2026 - 15,600,000 - - 15,600,000 1.846
BTEE (ML)
Executive directors (Note 2) 28/06/2016 28/06/2017 - 27/06/2026 - 15,600,000 - - 15,600,000 1.846
BTEE(ME2)
Executive directors (Note 3) 28/06/2016 28/06/2018 - 27/06/2026 - 20,300,000 - - 20,800,000 1.846
BTEE(M3)
Employees (Note 1) 28/06/2016 28/06/2016 - 27/06/2026 - 70,140,000 - - 70,140,000 1.846
&5 (1)
Employees (Note 2) 28/06/2016 28/06/2017 - 27/06/2026 - 70,140,000 - - 70,140,000 1.846
B (32) el
Employees (Note 3) 28/06/2016 28/06/2018 - 27/06/2026 - 98,{)2@00 - - 93,520,000 1.846
LS feo -
3 285800000

= - 285,800,000
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Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 June 2017 &Z —Z—+t&FxA=+HI/NEA

18.

19.

3

SHARE-BASED EMPLOYEE COMPENSATION (Cont'd)

Note 1: The option was vested immediately on the date of grant.

Note 2: The option granted are subject to the vesting period from the date of grant
up to 27 June 2017.

Note 3: The option granted are subject to the vesting period from the date of grant
up to 27 June 2018.

The closing price of the Company’s shares immediately before 28 June
2016, the date of grant, was HK$1.820.

There are no performance condition for the Options to vest.

The fair values of the Options determined at the date of grant using the
Binomial model were HK$276,156,000 (equivalent to approximately
RMB236,030,000). During the six months ended 30 June 2017, the
Group recognised the total expense of RMB58,176,000 in relation to
share options granted by the Company.

The following assumptions were used to calculate the fair values of share
options:

Grant date share price HK$1.820
Exercise price HK$1.846
Expected life 810 10 years
Expected volatility 64.787%
Expected dividend yield 0.55%
Risk free interest rate 0.965%

The Binomial model has been used to estimate the fair value of the
options. The variables and assumptions used in computing the fair value
of the share options are based on the best estimate of the directors of the
Company. Changes in variables and assumptions may result in changes
in the fair value of the Options.

PLEDGE OF ASSETS

At the end of the reporting period, the Group had pledged the following
assets to secure banking facilities granted to the Group.

18.

19.

BURAD 2 VB B H M (40)
FREL : RS B SRR S50 -

e - AR MBRESZERERRRE —F—+FXA
T EREZBEHMRR -

FE3 - AR MBREZ ARERRE—F— \F XA
T EREZBEHMRR -

AARBROREZE_ZT—RFENA-TNBERHA
H) AT E A 1.8208 7T -

BT ERRGIRTRE

RELARAU—BAREEENBREALEE
73276,156,0007% 7 (16 & 1 4) A K #236,030,000
) BE_FT—EHFRNA=ZTHLEREA &
SERARARECBREERAFA AR
58,176,0007T °

ATEBRRIDARAEBRENAAEE :

R B HRARE 1.820% 7T
IfEE 1.846% 7T
TEHASH] 8ZF104F
TEHRR 64.787%
TREARR B K 0.55%

[\ B 1) 2= 0.965%

“IAABEE AR EFHEREN DA BE - ARG
HEEREAABENAZERREBRIRIERRF]
EEREGSE JEZRERBEROEH ALY
HERBAABENIREE) -

B

BEERM

R|BERR - AEBDERATEERRANEEE
BRZRITHE -

At 30 June At 31 December

2017 2016

R-ZE—tF RZZE—RF

A~A=1+H +=—A=+—~H

RMB’000 RMB’000

ARET AREFIT

(Unaudited) (Audited)

(REEFEX) (FEE%)

Properties under development for sale HEMFEYE 2,558,733 2,329,077
Properties held for sale FEMZE 88,838 =
Investment properties KEYE 9,045,926 8,979,534
Property, plant and equipment mE - MEREE 211,330 273,241
Pledged bank deposits HIRRITIF 3K 555,132 1,123,098
12,459,959 12,704,950

48 LVGEM' (CHINA*AL ESTATE INVESTMENT CO@

! . III‘:I_: g

Interim Report 2017




Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 June 2017 #Z —F—+F/xA=+HI-/<EA

20. CONTINGENT LIABILITIES

21.

The Group provided guarantees in respect of mortgage facilities granted
by certain banks in connection with the mortgage loans entered into
by purchasers of the Group’s properties. Pursuant to the terms of
the guarantees, if there is default of the mortgage payments by these
purchasers, the Group is responsible to repay the outstanding mortgage
loans together with any accrued interest and penalty owned by the
defaulted purchasers to the banks.

The Group’s guarantee period commences from the dates of grant of the
relevant mortgage loans and ends upon the earlier of the buyer obtaining
the individual property ownership certificate or the full settlement of
mortgage loans by the buyer.

The maximum outstanding amount of guarantees given to banks for
mortgage facilities granted to the purchasers of the Group’s properties,
at the end of the reporting period is RMB575,608,000 (31 December
2016: RMB2,479,495,000).

The directors of the Company consider that it is not probable that the
Group will sustain a loss under these guarantees as during the periods
under guarantees, the Group can take over the ownerships of the
related properties and sell the properties to recover any amounts paid
by the Group to the banks. The Group has not recognised any deferred
income in respect of these guarantees as its fair value is considered to
be minimal by the directors. The directors also consider that the fair
market value of the underlying properties is able to cover the outstanding
mortgage loans guaranteed by the Group in the event the purchasers
default payments to the banks.

RELATED PARTY DISCLOSURES
(a)  Transactions with related parties

The Group had the following transactions with a related party:

20.

21.

HAREE

AEBRETROTRASENEE T LNRIBE
AR A IZIE R B R EIER o RIBERIEK - 4
ZEETRZIBAF - MAKEABREERAK
BN HIREEFUERE N E T R RITEOEF &G
MBEREZ

AEBNERMAARZBEFREASE B
BRIBEARFEMEEERBEBERBE A
REER/E)RHLE -

RIBEBRR RAEEVEE HEENZBHRE
mMEBITELERNESHMAEESEAARE
575,608,000L(ZE—XRF+=—A=+—H: AR
#2 479,495,0007T ) °

AAREERRAEERERBB AT EAZE
ERMERER  MAKEAZRERBEMENRE
R 2 B - PANR 3 7K &R B () 3R 1T X2 A O] &
B HREFRAR/AUSERNAAEEMIRE
MAREL A ZFRREREMETEA - EF
AR MEFHBRERRTER  BEDENOR
ATERABBRNEBRAEROAERIZIBER

BAEK R R
() SEBBITETHXS
AEEEBHITETOR ST -

Six months ended 30 June
BZAA=1THILANEAR

2017 2016
—E—tF —E—RF
RMB’000 RMB’000
AR¥TF T ARETFT
(Unaudited) (Unaudited)
(REEER) (REEEZ)
Development cost paid to Shenzhen Forsafe YR F RN TRELL S RS
System Technology Co., Ltd., an entity BRAT(—RARKIERS
controlled by ultimate controlling party Pl B AL ) R R B B 1,818 -

i
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For the six months ended 30 June 2017 &Z —Z—+t&FxA=+HI/NEA

21.

22.

3
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RELATED PARTY DISCLOSURES (Contd)
(b)  Balance with related parties

Apart from loans from non-controlling interests, which already
disclosed in note 13 to the condensed consolidated financial
statements, as at 30 June 2017, the balances of amounts
due from related parties, in which the ultimate controlling
party has controlling beneficial interests, and non-controlling
interests amounting to RMB64,674,000 (31 December 2016:
RMB369,832,000) in aggregate are included in the deposits
paid, prepayments and other receivables, and the balances of
amounts due to related parties, in which the ultimate controlling
party has controlling beneficial interests, and non-controlling
interests amounting to RMB4,605,000 (31 December 2016:
RMB4,715,000) in aggregate are included in accruals, deposits
received and other payables of the condensed consolidated
statement of financial position. The balances with related parties
are unsecured, interest free and repayable on demand.

(c) Key management personnel compensation

The remuneration of directors who are the Group’s key
management personnel during the current interim period
amounting to RMB14,239,000 (six months ended 30 June 2016:
RMB20,040,000).

(d)  Guarantees provided by related parties

Certain secured bank loans with amounts of RMB744,500,000
(31 December 2016: RMB678,000,000) was jointly secured by
properties owned by related companies controlled by the ultimate
controlling party.

FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS

This note provides information about how the Group determines fair
values of various financial assets and financial liabilities.

Fair value of the Group’s financial assets and financial liabilities that are
measured at fair value on a recurring basis

Some of the Group’s financial assets and financial liabilities are
measured at fair value at the end of each reporting period. The following
table gives information about how the fair values of these financial
assets and financial liabilities 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
(Levels 1 to 3) based on the degree to which the inputs to the fair value
measurements is observable.

o Level 1 fair value measurements are those derived from quoted
prices (unadjusted) in active market for identical assets or

liabilities;
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For the six months ended 30 June 2017 &Z —Z—+F X A=+HI/~NEA

22. FAIR VALUE MEASUREMENT OF FINANCIAL 22. ®RITANARBETE®)
INSTRUMENTS (Cont'd)

. Level 2 fair value measurements are those derived from inputs ° %:,&’/}ﬁF{E‘Eﬁ-iﬁﬁé%—%&%]\ZiﬁE{;{
other than quoted prices included within Level 1 that are ShET B (BVES ) s (AMERE L) BRE
observable for the asset or liability, either directly (i.e. as prices) or EXBBEMEBABBAREE &
indirectly (i.e. derived from prices); and

o Level 3 fair value measurements are those derived from valuation ® %’E%&’/}ﬁ%»EE—I—%?%@%@E?WEEEIEEQW
techniques that include inputs for the asset or liability that are not i%%(})?(Kﬂ%ﬁﬁﬁ@?\%{ﬁ)%iZﬁEi}Zﬁ%
based on observable market data (unobservable inputs). AR Z (RERIAGH -

Fair value as at
RUTRBNAREE
Financial assets/ SREE/ Fairvalue ~ Valuation technique(s) Significant
financial liabilities tRAR 31 December 2016 30 June 2017 hierarchy  and key input(s) unobservable input(s)
TR —B-tF DMEE  RERNR FENTHE
T-A=1-A ~A=TH SR IEHAEE BARE
RMB'000 RMB'000

ARETT ARBTT

Derivative financial instruments 47448 LA 120,496 79,123 Level3  Binomial option pricing model Volatility of the share price
= The fair value is estimated based determined by reference to
on the risk free rate, discount rate, the historical share price of
share price, volatility of the share the Company (Note).
price of the Company, dividend
yield and exercise price.
“EA ST EER B2ZRNTELRERE

D BETEERRANE - TERRERIE (M) -

¥EE BE ARAK
ERE - REZRITRE

B
Available-for-sale investments At EERE 561,048 615,513 Level 1 Quoted hid price in an active market. ~ N/A
FH NERMEZEABHE Qi
Note: The higher the volatility of the share price of the Company, the higher Mi3E : AQTBRERELS  fTESBmITENAALEBEL
the fair value of the derivative financial instruments, and vice versa. For RS RZIA o ﬁl%ﬁmiﬁpﬂlﬂ AR EEHNE
the volatility of the share price of the Company used in the fair value FHERMA A TIRERIE - S28HE170b)
measurement for derivative financial instruments, please refer to note
17(b).
There is no transfer between different levels of the fair value hierarchy for REBEZEHERN AR BESLRSE Y HEeE
the periods ended. 7% o

oo
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For the six months ended 30 June 2017 &Z —Z—+t&FxA=+HI/NEA

22. FAIR VALUE MEASUREMENT OF FINANCIAL 22. TERITENQAREENEE)
INSTRUMENTS (Cont'd)
Reconciliation of Level 3 fair value measurements FERAS BB BHHR
Conversion
option derivative
H R EARE
PTETHR
RMB’000
ARETT
1 January 2016 T R~"F—A—H =
Issue BT 135,518
Fair value gain recognised KB ERL
in profit or loss AaEEKE (15,022)
As at 31 December 2016 R-ZBE—XR"F+-_A=+—H 120,496
Fair value gain recognised RIB SR
in profit or loss R EERE (41,373)
As at 30 June 2017 N—E—tFA=1H 79,123
Fair value of financial assets and financial liabilities that are not measured WHRKEMHEENAAEBEFER(EAELAARE
at fair value on a recurring basis (but fair value disclosures are required) EFEE)NEeREEREREBENARER
The directors of the Company consider that the carrying amounts RAREERAE - NEBERE W RE AR
of financial assets and liabilities recorded as amortised cost in the AN EREERBBNREDEEE A EEMR
condensed consolidated financial statements approximate to their fair & e
values.
The fair value of such financial assets and financial liabilities (categories FHcMEERSMBBNAREBE(ZE=NELRS
within Level 3 hierarchy) are determined in accordance with general EANRER]) DB EERREESRESTH—RA
accepted pricing models based on discounted cash flow analysis, with REEBEAETE  HASEZNBAZE AR
the most significant inputs being the discount rate that reflects the credit SHEFEERBRMBIEAE -
risk of counterparties.
The unlisted equity interests in Apex, a company incorporated in Apex (—HREBEHB RS EMKIHAE)HIIE
BVI amounted to RMB210,000,000 is included in available-for-sale Rk HEE A R#210,000,0007T © Wt ARTEHHE
investments. As the reasonable range of fair value estimation is so KE - HRAABEGTAEEREALAERN  Bm
significant that the directors of the Company are of the opinion that ARAEFRAEEARBEEEITSEE  HEFH
the fair value cannot be measured reliably, these equity securities are BEENANBSREHRAOBETE -
measured at cost less impairment at the end of reporting period.
23. EVENT AFTER THE REPORTING PERIOD 23. REHREE

As detailed in the announcements issued by the Company dated 3
August 2017, 9 August 2017 and 17 August 2017, on 8 August 2017,
Gemstones International Limited, a company incorporated in the BVI
with limited liability and a wholly-owned subsidiary of the Company
(the “Issuer”), as the Issuer entered into purchase agreement for the
issuance of US$225,000,000 8.5% guaranteed senior notes due 2020
(the “Senior Notes”).

The Senior Notes will bear interest at a rate of 8.5% per annum, payable
semi-annually in arrears on 15 February and 15 August of each year,
commencing on 15 February 2018.

On 16 August 2017, the Senior Notes have been listed and quoted on

RUOARREHR-_ZE—LFNA=HA  ZF—+L
FNANBR-ZZ—tFNATLBENREMRFF
i R—E—+FNANB BEERARAR(—
MRABERARAS MK L2 BEREMERT - I
RERFZZEMBRR) ([BITADIERETAR
B EE BTN = - TF 5 H#2225,000,000
X8 SERREEER(ELERE] -

BEZEHR T \F_A+HBRERFNES8S
EFftE  REFHN_A+HEABRNAATHBEEFF
At e

RZZ—tFNATAE  EERBRE R INKE
HR ST ET RS o

BIE TIB D RIER -

The issuance of the Senior Noteslis guaranteed by the Comg ny.
! certain subsidiaries of the Compa§ "'T:_;. : _1 .
i = y | l: .;J - , -
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