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If you are in any doubt about any of the contents of this listing document, you should obtain independent

professional advice.
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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong
Securities Clearing Company Limited take no responsibility for the contents of this listing document, make no
representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any loss
howsoever arising from or in reliance upon the whole or any part of the contents of this listing document.

This listing document is published in connection with the Listing and contains particulars given in compliance with
the Securities and Futures (Stock Market Listing) Rules (Chapter 571V of the Laws of Hong Kong) and the Listing
Rules solely for the purpose of giving information with regard to our Group.

This listing document does not constitute an offer of, nor is it calculated to invite offers for, shares or
other securities of our Company, nor have any such shares or other securities been allotted or issued with
a view to any of them being offered for sale to, or subscription by, the public. No Shares will be allotted
and issued in connection with, or pursuant to, this listing document.

Our Shares have not been registered under the U.S. Securities Act or the laws of any state in the United States,
and may not be offered or sold within the United States, absent registration or an exemption from the registration
requirements of the U.S. Securities Act and applicable state laws. There will be no public offering of securities in
the United States. Neither the SEC nor any other U.S. federal or state securities commission or regulatory
authority has approved or disapproved of our Shares or passed an opinion on the adequacy of this listing
document. Any representation to the contrary is a criminal offence in the United States.

Neither this listing document nor any copy hereof may be released, forwarded or distributed, directly or
indirectly, in or into any jurisdiction where such release or distribution might be unlawful.

Wharf Shareholders and Beneficial Wharf Shareholders located or resident in jurisdictions other than
Hong Kong, including but not limited to those in the United States, should refer to the important
information set out in “The Distribution and the Spin-off”.

Your attention is drawn to “Risk Factors”. Information regarding dealings and settlement of dealings in our Shares
following completion of the Spin-off is set out in “Information about this Listing Document and the Listing”.

9 November 2017



EXPECTED TIMETABLE"

Last day of dealings in Wharf Shares on
a cum entitlement basis ........... ... . ... .. ... Wednesday, 15 November 2017

First day of dealings in Wharf Shares on
an ex entitlement basis ....... ... ... i o Thursday, 16 November 2017

Latest time for lodging transfers of Wharf Shares to
qualify for entitlement to our Shares pursuant

to the Distribution . .. ....... ... . ... ... ... ..... 4:30 p.m., Friday, 17 November 2017
Register of members of Wharfcloses ..................... Monday, 20 November 2017
Distribution Record Date. . . ....... .. ... .. .. . ... .. ... ... Monday, 20 November 2017
Register of members of Wharf re-openson ................ Tuesday, 21 November 2017
Share certificates of our Shares to be despatched on® . .. Wednesday, 22 November 2017

Dealings in our Shares on the Stock Exchange to
commence at 9:00 a.m. on® ... ... ... Thursday, 23 November 2017

Payment to Excluded Wharf Shareholders of the
net proceeds of the sale of our Shares which
they would otherwise receive pursuant to the

Distribution on or around® . ... .. .. ... ... .. ... ... ... Friday, 15 December 2017

Notes:

(1)
(2)

(3)

All times and dates refer to Hong Kong local times and dates.

The share certificates of our Shares are expected to be despatched to Qualifying Wharf Shareholders on
Wednesday, 22 November 2017. If the Distribution does not become unconditional, the share certificates of our
Shares will not become valid and dealings in our Shares on the Stock Exchange will not commence on Thursday,
23 November 2017.

Excluded Wharf Shareholders will be entitled to the Distribution but will not receive our Shares. Instead, our
Shares which the Excluded Wharf Shareholders would otherwise receive pursuant to the Distribution will be
issued to a nominee selected by the Wharf Board, who will sell such Shares on the market as soon as
reasonably practicable following the commencement of dealings in our Shares on the Stock Exchange. The
aggregate proceeds of such sale (net of expenses and taxes) will be paid to the relevant Excluded Wharf
Shareholders (pro rata to their shareholdings in Wharf as at the Distribution Record Date) in Hong Kong dollars
in full satisfaction of the relevant Shares which they would otherwise receive pursuant to the Distribution,
provided that if the amount that an Excluded Wharf Shareholder would be entitled to receive is less than
HK$100, such sum will be retained for the benefit of Wharf.

By reference to the register of members of Wharf as at the Latest Practicable Date, the Excluded Jurisdiction
was Barbados. If the Excluded Jurisdiction(s) turn out to be different, Wharf will announce, after the Distribution
Record Date, the Excluded Jurisdiction(s). Such announcement is expected to be made on Wednesday, 22
November 2017. Further information is set out in “The Distribution and the Spin-off”.

If the Listing does not proceed, our Company will make an announcement as soon as

practicable thereafter. Any persons who deal in our Shares prior to the receipt of the share
certificate of our Shares or prior to such share certificates becoming valid do so entirely at their
own risk.
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SUMMARY

This summary is intended to give you an overview of the information contained in this
listing document. Since it is a summary, it does not contain all the information that may be
important to you. You should read this listing document in its entirety.

OVERVIEW

We are an owner and operator of premium quality properties which we hold for investment
purposes in prime locations in Hong Kong. Our Valuation Properties in Hong Kong had an
aggregate GFA of 11.5 million sq.ft. and a total valuation of HK$255.9 billion as at 31 August
2017. Harbour City and Times Square, our flagship properties, are strategically located in Tsim
Sha Tsui and Causeway Bay, respectively. These iconic properties with substantial scale in two
of the most popular shopping destinations and busiest business districts in Hong Kong attract
constant flows of local shoppers and tourists. They occupy leading market positions among
commercial properties in Hong Kong.

We also own and operate other premium quality properties in Hong Kong which we hold
for investment purposes. These properties comprise Crawford House and our premises at
Wheelock House in Central, the prime central business district in Hong Kong, as well as Plaza
Hollywood, a leading shopping mall in Kowloon East.

HCDL, whose shares are listed on the Main Board of the Stock Exchange (stock code:
51), is indirectly owned as to approximately 72% by our Company. The HCDL Group holds the
Marco Polo Hongkong Hotel in Harbour City and the former Murray Building (which is currently
undergoing conversion into a hotel, The Murray) in Central and certain PRC property interests.

See “History and Corporate Structure — Key Milestones” for details of our major
development milestones and acquisitions.

The Spin-off is a demerger effecting the separation of the strategic and substantial Hong
Kong property investment business from the other businesses of the Wharf Group and the
Wheelock Group by demerging the Wharf Group into our Group and the Remaining Wharf
Group. See “The Distribution and the Spin-off” for details.

OUR COMPETITIVE STRENGTHS
We believe our key competitive strengths include the following:
° our flagship properties, Harbour City and Times Square, are iconic properties in
Hong Kong that command leading market positions, possess substantial scale and

occupy strategic locations in Hong Kong;

o we benefit from strong cash flow, stable income and economies of scale and
synergies from our substantial property portfolio;

° the well-established brands of our shopping malls and our reputation as landlord of
choice creates a broad, diverse and loyal tenant base; and
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° our asset enhancement initiatives and effective and forward looking marketing
initiatives underpin the performance of our flagship properties.

See “Business — Our Competitive Strengths” for more details.

OUR BUSINESS STRATEGIES

Our principal strategy is to hold and invest in premium quality commercial properties in
Hong Kong and we aim to provide shareholders with stable dividends and with the potential for
sustainable long-term growth in dividends by proactively managing our properties portfolio and
any other properties we may acquire in the future, while maintaining a high level of financial
discipline and financial flexibility.

The implementation of our strategy can be broadly categorised into our (i) asset
management strategy, and (ii) capital management strategy. Our asset management strategy
includes firstly proactive lease management and tenant mix optimisation, secondly continual
asset enhancement and value creation, and thirdly the implementation of effective and forward
looking marketing initiatives. As regards our capital management strategy, it is our intention
that our capital structure should optimise our cost of capital while maintaining prudent and
disciplined financial management and financing flexibility.

OUR PROPERTY PORTFOLIO

Mixed-use integrated complexes held for investment purposes in Hong Kong

The following table shows the GFA, LFA and other information of our mixed-use
integrated complexes held for investment and operations in Hong Kong as at 31 August 2017.
Information in the table below (other than the independent valuation attributable to our Group)
for each property is in respect of 100% of that property and not on an attributable basis.

Property
Segment number in
classification Independent  the property
Year of  in Accountants’ Interest Total valuation valuation
Approximate Approximate  Year of leasehold Report in attributable  independent attributable to  report in
Property Location GFA LFA completion expiry Appendix | to our Group  valuation our Group  Appendix lll
(sq.ft.) (sq.ft.) (%) (HK$ million) ~ (HKS million)
Harbour City . Tsim Sha 8,271,000 6,186,000 172,650 9 170,217 9 1 t0 10, 15,
Tsui 16, 17
Retail . . . . . 1,286,000 1966-1998/99  2033-2880  Investment 72-100®
properties
Office. . . . . 4,239,000 1970-1998/99  2863-2880  Investment 100
properties
Serviced 661,000 1998/99 2880  Investment 100
apartments . properties
Hotels and club. — 1970-1983 2021-2880  Hotels 72100
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Property
Segment number in
classification Independent  the property
Year of  in Accountants’ Interest Total valuation valuation
Approximate Approximate  Year of leasehold Report in attributable  independent attributable to  report in
Property Location GFA LFA completion expiry Appendix | to our Group  valuation our Group  Appendix Ill
(sq.ft.) (sq.ft.) (%) (HKS$ million) ~ (HKS million)
Times Square . Causeway 1,976,000 1,557,000 54,540 54,540 1
Bay
Retail . . . . . 531,000 1993 2850/60/80  Investment 100
properties
Office . . . . . 1,026,000 1993 2850/60/80  Investment 100
properties

Notes:
(1)  This excludes the Pacific Club which was not valued by the Property Valuer.

(2)  Other than the attributable 72% interest of our Group in the commercial section of the Marco Polo Hongkong
Hotel as it is wholly-owned by HCDL, the attributable interest of our Group in the remaining portions of our retail
premises at Harbour City is 100%.

(8)  Other than the attributable 72% interest of our Group in the Marco Polo Hongkong Hotel as it is wholly-owned
by HCDL, the attributable interests of our Group in the Gateway Hotel, the Prince Hotel and the Pacific Club at
Harbour City are 100%.

(4) This includes the value of the hotels at Harbour City which are stated at cost less impairment losses in the
Accountants’ Report in Appendix |. See “Business — Our Property Portfolio — Mixed-use integrated complexes
held for investment purposes in Hong Kong” for further information.

Revenue from Harbour City and Times Square together represented 94.5%, 93.5%,
92.4% and 92.0% of our revenue from investment properties for FY2014, FY2015, FY2016 and
1H2017, respectively.
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Properties held for investment purposes in the PRC

Our properties held for investment purposes in the PRC are all held by HCDL and
comprise (i) Suzhou IFS, which is a commercial complex under development, including a hotel
(Niccolo Suzhou), and (ii) the Marco Polo Changzhou hotel. These properties had an
aggregate GFA of approximately 321,500 sq.m. and a total valuation as Valuation Properties
of RMB3,857 million as at 31 August 2017. In light of the rapidly changing business
environments, the HCDL Group has been evaluating different business options and currently
intends to divest its interests in these assets if appropriate offers with acceptable commercial
terms from third parties are received.

Development Properties in the PRC

Our development properties in the PRC comprise four property development projects,
namely The U World, Chongging, Changzhou Times Palace, Suzhou Times City and Shanghai
South Station, of which two are held by subsidiaries of HCDL, and the remaining two are held
respectively through joint ventures and an associate of HCDL. It is intended that all completed
properties in these four projects will be sold. As at 31 December 2016, 93% of the saleable
GFA of these four projects had either been sold or pre-sold. We expect that (i) most of the
pre-sold properties will be delivered to the purchasers by the end of 2017 and that we will not
generate significant revenue from property development in the PRC following such delivery,
and (ii) the Shanghai South Station project (in which HCDL has a 27% interest and through
which we have a 19% attributable interest), which will contribute to our share of results after
tax of our associate, will be completed in the first half of 2022. The HCDL Group has no other
landbank for development and we understand from HCDL that it does not intend to replenish
its landbank. We do not intend to further engage in property development in the PRC.

PROPERTY VALUATION

Knight Frank Petty Limited, an independent property valuer, valued the market values of
our property interests set out in “Appendix IIl — Property Valuation” as at 31 August 2017. In
connection with the valuation, the Property Valuer applied the income capitalisation approach,
a term and reversion method on the basis of capitalisation of the rental income derived from
the existing tenancies, where applicable, with due provision for the reversionary income
potential of the property interests, or where appropriate, the direct comparison method by
making reference to comparable sale transactions as available in the relevant market. In
conducting its valuation, the Property Valuer has made certain assumptions (see “Appendix 1l
— Property Valuation” for the key assumptions, including capitalisation rates and comparable
ranges used). You are advised that the appraised value of our property interests should not be
taken as their actual realisable value or a forecast of their realisable value. See “Risk Factors
— Other Risks Relating to Our Group — The appraised value of our properties may be different
from the actual realisable value and is subject to change.” for details.
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The following information is extracted from the property valuation report in “Appendix Il
— Property Valuation”.

Property
number in the
property Page number in
valuation the property
report in valuation report
Appendix Il Properties Description Valuation approach in Appendix Il
1-14 .. ... .. Property Property . Income capitalisation approach - term and 111-13 to I11-40
interests in interests held reversion method on the basis of capitalisation
Group | by us for of the rental income derived from the existing
investment in tenancies, where applicable, with due provision
Hong Kong for the reversionary income potential of the
property interests, or where appropriate, direct
comparison method - by making reference to
comparable sale transactions as available in
the relevant market
15-18 . . .. .. Property Property . Valued based on their existing uses as fully I11-41 to 111-46
interests in interests held operational hotels and assumed that the
Group Il by us for relevant licences for hotel operation will be
operation in continued
Hong Kong . . .
. Direct comparison approach with reference to
25 ... Property Property comparable market transactions 111-66 to I11-67
interests in interests held
Group V by us for . Valuation cross-checked by capitalisation of
operation in the net operating profits
PRC . Portions of valuations of these properties are
attributable to transferrable goodwill, fixtures,
fittings, furniture, furnishings and equipment
. Based on information supplied by our Group in
respect of room sales, food and beverage
revenues, other revenues, outgoings, operating
costs, gross operating profits, rents, rates,
insurance and other relevant information
. Allowances have been made for the periodical
replacement and renovation of the hotel
furnishings, fixtures and fittings
19, 21 and 23 . Property Property o Market-based valuation approach with 111-47 to 111-49;
interests in interests held reference to sales evidence of comparable I11-55 to 111-57 and
Group Ill and by us for properties with adjustments made to account 111-60 to Il1-62
properties investment in for any difference
number 21 the PRC, and . .
and 23 of for sale in the Assumed that the property interests will be
Group IV PRC completed in accordance with our development
proposals and the relevant approvals for the
proposals have been obtained
Taken into account the cost of development
including construction costs, finance costs,
professional fees and developer’s profit which
duly reflects the risks associated with the
development of the property interests
20, 22 and 24 . Property Property Direct comparison approach by making 111-50 to I11-54,
number 20, interests held reference to sales evidence as available in the 111-58 to I1I-59, and
22 and 24 of by us for sale market and assumed sales of property with the 111-63 to I11-65
Group IV in the PRC benefit of vacant possession as at the

valuation date
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OUR CONTROLLING SHAREHOLDERS

Immediately following completion of the Spin-off, (a) our Company will cease to be a
subsidiary of Wharf but will remain as a subsidiary of Wheelock, which will have an interest
(through its wholly-owned subsidiaries, Wheelock Investments, High Fame, WF Investment
and Lynchpin) in approximately 61.59% of the issued Shares in our Company and (b)
Wheelock, Wheelock Investments, High Fame, WF Investment and Lynchpin will be our
Controlling Shareholders. See “Relationship with our Controlling Shareholders” for details.

REASONS FOR AND BENEFITS OF THE SPIN-OFF

The boards of directors of Wheelock, Wharf and our Company consider that the Spin-off
is in the interests of Wheelock, Wharf, our Company and their/our respective shareholders as
a whole for the following reasons:

(i)

(iii)

as there are clear strategic and operational differences between the business
focuses of our Group, the Ex-Wharf Wheelock Group and the Remaining Wharf
Group, the demerger of our Company from Wharf, which will be effected by way of
the Spin-off, will provide investors with an enhanced choice as to which of the
businesses they are interested in investing in;

the Spin-off will increase the operational and financial transparency of each of the
businesses of our Group, the Ex-Wharf Wheelock Group and the Remaining Wharf
Group, allowing equity investors to appraise and assess the performance and
potential of our Group, the Ex-Wharf Wheelock Group and the Remaining Wharf
Group as separate entities and allowing lenders and bond investors to appraise their
respective credit worthiness;

the Spin-off will lead to a more direct alignment of the responsibilities and
accountability of the management of our Group, the Ex-Wharf Wheelock Group and
the Remaining Wharf Group with their respective operating and financial
performances. It will lead to enhanced management focus, better resources
allocations, more efficient decision-making processes, and faster responsiveness to
market changes, with regard to the respective businesses of our Group, the
Ex-Wharf Wheelock Group and the Remaining Wharf Group; and

the Spin-off will enable our Group to access directly and independently both equity
and debt capital markets and at pricing that reflects the risk and reward profile of our
business.
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SUMMARY OF KEY FINANCIAL INFORMATION
Summary of Combined Statements of Financial Position

The table below sets out a summary of the combined statements of financial position of
our Group as at the dates indicated, extracted from the Accountants’ Report set out in
Appendix | to this listing document:

As at
As at 31 December 30 June
2014 2015 2016 2017

HK$ million HK$ million HK$ million HKS$ million

Non-current assets

Investment properties . ................. 229,023 235,597 244,375 245,424
Others. .. ... ... . 11,791 12,376 12,567 13,862
Total non-current assets. .. ... ......... 240,814 247,973 256,942 259,286
Currentassets .. ..................... 19,659 14,997 8,520 4,771
Total assets . .......... ... ... ... ... 260,473 262,970 265,462 264,057
Non-current liabilities . . .. ............. (41,636) (37,938) (36,192) (29,330)
Current liabilities. . ... ................ (12,970) (14,127) (25,133) (25,354)
Total liabilities .. ... .................. (54,606) (52,065) (61,325) (54,684)
Netassets........................... 205,867 210,905 204,137 209,373

We recorded net current liabilities of HK$16,613 million as at 31 December 2016,
reversing from net current assets of HK$870 million as at 31 December 2015, primarily due to
(i) change of net position from an amount due from our immediate holding company to an
amount due to our immediate holding company of HK$10,354 million, which mostly arose from
amounts we borrowed from our immediate holding company to fund our operations and the
acquisition of our premises at Wheelock House in FY2016; and (ii) a decrease in the amount
due from our immediate holding company in accordance with the treasury arrangements within
the Wharf Group, of which we were a part during the Track Record Period.

Our net current liabilities increased to HK$20,583 million as at 30 June 2017, primarily
due to (i) an increase in the amount due to our immediate holding company which was used
for funding part of the repayment of our loan from our fellow subsidiaries; and (ii) a decrease
in bank deposits and cash, mainly resulting from payment of the construction expenses for The
Murray and Suzhou IFS.

Our unaudited pro forma net assets and net tangible assets per Share as at 30 June 2017
after adjustments including settlement of the Inter-Group Balances as at 30 June 2017 (and
the HK$10,205 million dividend declared on 30 July 2017 by WEL, which is payable to Wharf)
extracted from Note 7 to the Unaudited Pro Forma Financial Information on page II-5 in
Appendix Il to this listing document, were respectively HK$200,102 million and HK$64.20
(which is calculated as the net assets attributable to shareholders of our Company of
HK$194,929 million divided by 3,036,227,327 Shares in issue immediately prior to the Listing).
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Summary of Combined Statements of Profit or Loss

The table below sets out a summary of the combined statements of profit or loss of our
Group for the periods indicated, based on the Accountants’ Report set out in Appendix | to this
listing document:

FY2014 FY2015 FY2016 1H2016 1H2017

HK$ million HKS$ million HK$ million HKS$ million HKS$ million
(unaudited)

Revenue................... 17,437 17,576 16,851 8,804 9,546
Operating profit . ........... 10,416 11,759 11,824 6,158 7,050
Increase in fair value of

investment properties. . ... .. 27,729 5,329 1,191 81 478

Profit attributable to:

Shareholders of our Company . 35,127 13,787 9,917 4,440 4,900
Non-controlling interests . . . . .. 338 516 267 183 254
Profit for the year/period .... 35,465 14,303 10,184 4,623 5,154

Profit attributable to
shareholders of our
Company excluding
attributable increase in fair
value of investment
properties ............... 7,464 8,469 8,706 4,339 4,428

Our profit for FY2014 was significantly higher than that during the other periods during the
Track Record Period, mainly due to the higher increase in fair value of our investment
properties in Hong Kong, as a result of a greater increase in the assumed market rents for the
year ended 31 December 2014 compared to the increases in the assumed market rents in the
other periods comprising the Track Record Period.

Our profit attributable to shareholders of our Company excluding attributable increase in
fair value of investment properties for FY2014, FY2015, FY2016, 1H2016 and 1H2017
amounted to HK$7,464 million, HK$8,469 million, HK$8,706 million, HK$4,339 million and
HK$4,428 million, respectively. This non-HKFRS measure is used by our management to
evaluate our financial and business performance. Changes in fair value of investment
properties do not change our cash position or liquidity, and would not generate any cash flows
from which dividends could be paid, as long as the relevant properties continue to be held by
us. Such measure is not defined under HKFRS and should not be considered as an alternative
to our results of operations, which are determined in accordance with HKFRS. Furthermore, it
may not be comparable to similarly titled measures of other companies.
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Summary of Combined Statements of Cash Flows

The table below sets out a summary of the combined statements of cash flows for the
periods indicated, extracted from the Accountants’ Report set out in Appendix | to this listing
document:

FY2014 FY2015 FY2016 1H2016 1H2017

HK$ million HKS$ million HKS$ million HKS$ million HKS$ million
(unaudited)

Net cash generated from

operating activities. ... ... .. 10,276 11,419 11,370 5,487 4,582
Net cash (used in)/generated

from investing activities . . . .. (7,793) 1,111 6,248 (3,718) 178
Net cash used in financing

activities . . ... ... (3,119) (11,016) (18,502) (3,192) (7,955)
Net (decrease)/increase in

cash and cash equivalents .. (636) 1,514 (884) (1,423) (3,195)

Cash and cash equivalents at
the beginning of the year/

period ................... 5,928 5,273 6,501 6,501 5,212
Effect of exchange rate change (19) (286) (405) (126) 154
Cash and cash equivalents at

end of the year/period. . ... 5,273 6,501 5,212 4,952 2,171

KEY FINANCIAL RATIOS

The table below sets out our key financial ratios(N°*® during the periods or as at each of
the dates indicated:

FY2014 FY2015 FY2016 1H2017
Profitability ratios
Operating profit margin (%) ............. 59.7 66.9 70.2 73.9
Net profit margin (%)................... 203.4 81.4 60.4 54.0
Return on shareholders’ equity (%) ....... 17.5 6.7 5.0 2.4
Return on total assets (%) .............. 13.6 5.4 3.8 2.0
As at
As at 31 December 30 June
2014 2015 2016 2017
Liquidity ratios
Currentratio .......... ... ... ... . ... 1.5 1.1 0.3 0.2
Gearing ratio (%) . ... i, 19.5 17.8 17.3 13.3
Net debt to equity ratio (%) ............. 16.9 14.7 14.8 12.3

Note: See “Financial Information — Key Financial Ratios” for the definitions of the ratios.
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The following table sets out the breakdown of our revenue by business segment and by
geography for the periods indicated:

FY2014 FY2015 FY2016 1H2016 1H2017

(HK$ (HK$ (HK$ (HK$ (HK$
million) (%) million) (%) million) (%) million) (%) million) (%)
(unaudited)

Revenue by business

segments
Investment properties. . . . 11,260 64.6 12,038 68.5 12,775 75.8 6,363 72.3 6,601 69.1
-Retail . . ... .. .. 8,153 46.8 8,677 49.4 9,108 54.0 4,568 51.9 4,721 49.4
-Office............. 2,806 16.1 3,060 17.4 3,351 19.9 1,639 18.6 1,717 18.0
- Serviced apartments . . . 301 1.7 301 1.7 316 1.9 156 1.8 163 1.7
Development properties . . 4,361 25.0 3,930 22.4 2,482 14.7 1,686 19.2 2,166 22.7
Hotels . ............ 1,462 8.4 1,359 7.7 1,342 8.0 621 71 646 6.8
Others .. ........... 354 2.0 249 1.4 252 1.5 134 1.4 133 1.4
Total . ............. 17,437 100.0 17,576 100.0 16,851 100.0 8,804 100.0 9,546 100.0

Hong Kong . ......... 12,829 73.6 13,474 76.7 14,200 84.3 7,020 79.7 7,296 76.4
PRC............... 4,575 26.2 4,064 23.1 2,606 15.4 1,752 19.9 2,221 23.3
Singapore®™et® . 33 0.2 38 0.2 45 0.3 32 0.4 29 0.3
Total . ............. 17,437 100.0 17,576 100.0 16,851 100.0 8,804 100.0 9,546 100.0

Note: The revenue attributable to Singapore comprised dividend income from shares listed in Singapore.
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The following table shows a breakdown of operating profit and operating profit margin by
business segment and by geography for the periods indicated:

FY2014 FY2015 FY2016 1H2016 1H2017
Operating Operating Operating Operating Operating
Operating  profit ~ Operating  profit ~ Operating  profit  Operating  profit ~ Operating  profit
profit margin profit margin profit margin profit margin profit margin
HK$ HK$ HK$ HK$ HKS$
million % million % million % million % million %

(unaudited)

Operating profit and
operating profit
margin by business

segments
Investment properties . . 9,818 87.2 10,444 86.8 1,171 87.4 5,629 88.5 5,887 89.2
Development properties . 380 8.7 1,041 26.5 425 171 429 25.4 1,135 52.4
Hotels . .. ... ... 345 23.6 288 21.2 269 20.0 106 17.1 144 22.3
Segments total . . . . . 10,543 61.7 11,773 67.9 11,865 71.5 6,164 711 7,166 76.1
Others. . . . ... ... 260 73.4 153 61.4 148 58.7 85 63.4 77 57.9
Less: corporate

expenses. . . . . . . ﬂ) N/A ﬁ) N/A ﬂ) N/A (91) N/A ﬁ) N/A

Total . . ........ 10,416 59.7 11,759 66.9 11,824 70.2 6,158 69.9 7,050 73.9

Operating profit and
operating profit

margin by

geography
HongKong . . ... .. 9,841 76.7 10,640 79.0 11,328 79.8 5,681 80.9 5,876 80.5
ThePRC . .. ... .. 542 11.8 1,081 26.6 451 17.3 445 25.4 1,145 51.6
Singapore . . . . .. .. 33 100.0 38 100.0 45 100.0 32 100.0 29 100.0
Total. . .. ....... 10,416 59.7 11,759 66.9 11,824 70.2 6,158 69.9 7,050 73.9

Direct costs and operating expenses

Our direct costs and operating expenses mainly comprise costs of developing our
development properties, direct operating expenses for investment properties and other direct
operating costs in relation to our operation of hotels and a club. Direct operating expenses for
investment properties mainly consist of utility expenses, staff costs and building management
fees. Other direct operating expenses mainly consist of staff costs and repair and maintenance
costs and costs of food and beverage for operation of hotels and a club, as well as staff costs
and repair and maintenance costs for the operations of Star Ferry.

Our direct costs and operating expenses amounted to HK$6,034 million, HK$4,965
million, HK$4,247 million, HK$2,304 million and HK$2,049 million for FY2014, FY2015,
FY2016, 1H2016 and 1H2017, respectively. Our direct costs and operating expenses
decreased during the Track Record Period, primarily due to the decrease in the cost of
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development properties for which sales were recognised. Such costs amounted to HK$3,859
million, HK$2,768 million, HK$1,968 million and HK$999 million for FY2014, FY2015, FY2016
and 1H2017, respectively, as a result of the decrease in the total saleable area of properties
for which sales were recognised.

The following table shows the breakdown of our direct costs and operating expenses for
the periods indicated:

FY2014 FY2015 FY2016 1H2016 1H2017
HK$ HK$ HK$ HK$ HK$
million % million % million % million % million %
(unaudited)

Cost of development

properties for

recognised sales . . . 3,859 64.0 2,768 55.8 1,968 46.3 1,234 53.6 999 48.8
Direct operating

expenses of

investment properties. 1,356 22.5 1,479 29.8 1,494 35.2 680 29.5 664 32.4
Other direct operating

expenses. . . . . . . 819 13.5 718 14.4 785 18.5 390 16.9 386 18.8
Total . ... ...... 6,034 100.0 4,965 100.0 4,247 100.0 2,304 100.0 2,049 100.0
CUSTOMERS

Our main revenue is rental income from our investment properties and our five largest
customers during the Track Record Period comprised major reputable retail brands. For
FY2014, FY2015, FY2016 and 1H2017, revenue from our five largest customers in aggregate
accounted for approximately 9%, 9%, 10% and 9% of our total revenue, respectively. For the
same periods, revenue from our largest customer accounted for approximately 3%, 3%, 3%
and 2% of our total revenue, respectively. See “Business — Customers” for details.

SUPPLIERS

During the Track Record Period, our major suppliers consisted mainly of construction
companies which provide construction services for our properties under development, and
providers of cleaning, security and other maintenance services in Hong Kong and the PRC.
See “Business — Suppliers” for details.

COMPETITIVE LANDSCAPE

The property investment market in Hong Kong is highly competitive and we compete with
other investment property owners and operators to attract and retain tenants. For instance, in
respect of retail tenants, we compete primarily based on the leading market positions of our
flagship properties which possess substantial scale, occupy strategic locations in Hong Kong
and are well-established brands, as well as our effective and forward looking marketing
initiatives, whereas for office tenants we compete primarily based on the quality and location
of our properties and our reputation as a property owner. See “Business — Market and
Competition” for details.
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RECENT DEVELOPMENTS AND NO MATERIAL ADVERSE CHANGE

See “Dividends and Dividend Policy” below for details of the dividend declared and
payable by WEL to Wharf during the period from the end of the Track Record Period and up
to the Latest Practicable Date.

Our Directors have confirmed that (i) there were no material adverse changes in the
business, or the financial or operating position, of our Group from 30 June 2017 up to 31
August 2017, and (ii) since 30 June 2017 and up to the date of this listing document, there has
been no material adverse change in the market conditions or the industry or the environment
in which we operate that materially and adversely affect our financial or operating position or
the prospects of our Group.

In relation to the issuance of the Promissory Note which is expected to be settled by (i)
the payment of cash funded by bank borrowings and (ii) the assumption by our Company or its
subsidiaries of the liabilities of Wharf or its subsidiaries under certain novated banking
facilities within five business days after completion of the Spin-off, we expect that as a result
of such bank borrowings (including novated liabilities), our gearing ratio and net debt to equity
ratio will increase and also expect to incur additional finance costs. If such bank borrowings
had existed on 30 June 2017, based on Note 7 to the unaudited pro forma combined statement
of financial position of our Group set out on page II-5 in “Appendix Il — Unaudited Pro Forma
Financial Information”, our gearing ratio and net debt to equity ratio as at 30 June 2017 would
have been 24.9% and 23.3%, respectively. See “Financial Information — Indebtedness —
Settlement of Inter-Group Balances” for further information in relation to the bank borrowings
for settling the Promissory Note.

HIGHLIGHTS OF RISK FACTORS

We have a Hong Kong concentration risk. We derive a significant percentage of our
revenue from Hong Kong, which is expected to further increase in the future after the
development properties of HCDL in the PRC are sold. General economic conditions, principally
in Hong Kong and the PRC, have affected and may continue to affect the Hong Kong retail and
hospitality industry. In particular, global economic conditions affect the number of tourists
visiting Hong Kong and their spending, which impacts our revenue from our retail premises and
our hotel businesses in Hong Kong. In addition, economic conditions in the PRC and austerity
measures imposed by the PRC government affect both our PRC business and, through the
impact on the number of PRC visitors to and their spending in Hong Kong, our retail premises
at our Hong Kong investment properties. Any further reduction in the number of tourists,
particularly PRC tourists, to Hong Kong could further affect the retail and hospitality industry
and in turn materially and adversely affect our business, financial condition, results of
operations and prospects.
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Apart from the above, some of the risks which are considered to be material by our
Directors include (i) we derive a significant portion of our revenue from our investment property
portfolio, the performance of which depends on a number of factors, including changes in
market rental levels, competition for tenants and rental collection and renewal; and (ii) a
significant portion of our revenue is derived from our investment properties of Harbour City and
Times Square. Any event which partially or entirely affects our operations at these two
locations may materially and adversely affect our business, financial condition, results of
operations and prospects; and (iii) due to the limited supply of sizable plots of land for
investment properties and hotels in Hong Kong and the unique market position, substantial
scale and strategic locations of Harbour City and Times Square, our growth may be limited if
we are not able to locate suitable land on commercially viable terms. See “Risk Factors” for
details.

LISTING EXPENSES

In relation to the Listing, we expect to incur listing expenses of approximately HK$66
million. During the Track Record Period, we did not incur any listing expenses. All the listing
expenses are expected to be recognised as administrative and corporate expenses in our
combined statements of profit or loss for the year ending 31 December 2017.

DIVIDENDS AND DIVIDEND POLICY

The Board currently intends to pay dividends corresponding to approximately 65% of our
realised recurrent profit attributable to Shareholders derived from our investment properties
and hotels in Hong Kong (“Hong Kong IP”) from year to year (“Distribution Profit”). Realised
recurrent profit from our Hong Kong IP excludes profit from our Hong Kong IP from unrealised
revaluation gains, the recognition of deferred tax assets and any other material non-cash
gains, and profit which the Board considers to be non-recurring in nature including among
others disposal gains or gains on the issuance of securities.

The table below shows the Distribution Profits for the periods indicated:

FY2014 FY2015 FY2016 1H 2017

HKS$ billion HKS$ billion HKS$ billion HKS$ billion

Profit attributable to shareholders of our
Company excluding attributable increase

in fair value of investment properties ... 7.5 8.5 8.7 4.4
Less:

Profit from the PRC attributable to

shareholders of our Company.......... (0.2) (0.5) (0.2) (0.2)
Distribution Profit. . .. ... ... ... ... ..... 7.3 8.0 8.5 4.2
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No dividend has been paid or declared by our Company since its date of incorporation.
The dividends declared and paid by WEL to its then shareholder, Wharf, during the Track
Record Period, were HK$4,803 million, HK$8,297 million, HK$15,753 million and nil for
FY2014, FY2015, FY2016 and 1H2017, respectively. For the same periods, the dividends
declared and paid by HCDL to non-controlling interests were HK$172 million, HK$126 million,
HK$353 million and HK$141 million, respectively. On 30 July 2017, WEL declared a dividend
in the sum of HK$10,205 million, which is payable to Wharf and which will be part of the
Inter-Group Balances. The Inter-Group Balances will be settled by way of the Promissory Note.
The Promissory Note is expected to be settled by (i) the payment of cash and (ii) the
assumption by our Company or its subsidiaries of the liabilities of Wharf or its subsidiaries
under certain novated banking facilities, within five business days after completion of the
Spin-off. See “Financial Information — Indebtedness” for further information.

The declaration of dividends is subject to the discretion of our Board and the approval of
our Shareholders (except for interim dividends) as may be necessary. The Board will consider
our operations and earnings, capital requirements and surplus, general financial condition,
contractual restrictions, capital expenditure and future development requirements,
shareholders’ interests and other factors which they may deem relevant at such time. Any
declaration and payment as well as the amount of the dividends will be subject to our
constitutional documents and the Cayman Companies Law, including the approval of our
Shareholders (except for interim dividends). Also see “Risk Factors — Other Risks Relating to
our Group — Our future dividend payments will be subject to the discretion of the Board.”
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In this listing document, unless the context otherwise requires, the following expressions

shall have the following meanings:

“1H2016”
“1H2017”

“Accountants’ Report”

“Articles” or “Articles of
Association”

“AUDH
“Audit Committee”
“Beneficial Wharf

Shareholder(s)”

“Board” or “Board of Directors”

“business day”

“BVI”
“Cayman Companies Law” or
“Companies Law”

“CCASS”

“CCASS Investor Participant”

“CCASS Participant”

“Chairman”

the six months ended 30 June 2016
the six months ended 30 June 2017

the accountants’ report on our Group for the Track
Record Period set out in Appendix | to this listing
document

the amended and restated articles of association of our
Company conditionally adopted on 24 October 2017 and
effective on the Listing Date, as amended or
supplemented from time to time, a summary of which is
set out in “Appendix V — Summary of the Constitution of
Our Company and Cayman Companies Law”

Australian dollar(s), the lawful currency of Australia
the audit committee of our Board

beneficial owner(s) of Wharf Shares whose Wharf Shares
are registered in the name of a Registered Wharf
Shareholder

the board of Directors

any day (other than a Saturday, Sunday or public holiday)
on which banks in Hong Kong are generally open for
normal banking business

the British Virgin Islands

the Companies Law, Cap. 22 (Law 3 of 1961) of the
Cayman Islands, as amended or supplemented from time
to time

the Central Clearing and Settlement System established
and operated by HKSCC

a person admitted to participate in CCASS as an investor
participant who may be an individual or joint individuals
or a corporation

a CCASS clearing participant, a CCASS custodian
participant or a CCASS Investor Participant

the chairman of our Board
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“ChinaClear”

“Companies Ordinance”

“Company”

“Controlling Shareholder(s)”

“Director(s)”

“Distribution”

“Distribution Record Date”
“Ex-Wharf-REIC Wheelock
Group”

“Ex-Wharf Wheelock Group”

“Excluded Jurisdiction(s)”

China Securities Depository and Clearing Corporation
Limited

the Companies Ordinance (Chapter 622 of the Laws of
Hong Kong), as amended or supplemented from time to
time

Wharf Real Estate Investment Company Limited (JLFER
BEMEREHRAR), an exempted company with
limited liability incorporated in the Cayman Islands on 13
April 2017

shall have the meaning given to it under the Listing Rules
and unless the context otherwise requires, refers to
WF Investment, High Fame, Lynchpin, Wheelock
Investments and Wheelock

the director(s) of our Company

the conditional special interim dividend expected to be
declared by the Wharf Board on Tuesday, 14 November
2017 to be satisfied by way of the proposed issue of new
Shares to, inter alia, Qualifying Wharf Shareholders, in
the proportion of one Share for every one Wharf Share
held by them on the Distribution Record Date, further
details of which are set out in “The Distribution and the
Spin-off”

the record date for determining entitlements to the
Distribution, being Monday, 20 November 2017

Wheelock and its subsidiaries, but excluding our Group

Wheelock and its subsidiaries, but excluding the
Remaining Wharf Group and our Group

those jurisdiction(s) outside Hong Kong in respect of
which the Wharf Board and the Board have determined,
after making relevant enquiries and based on the legal
advice received, that it is necessary or expedient not to
issue Shares pursuant to the Distribution, on account of
either the legal restrictions under the applicable laws of
such jurisdiction(s) and/or the requirements of the
relevant regulatory bodies or stock exchanges in such
jurisdiction(s). As at the Latest Practicable Date, the
Excluded Jurisdiction was Barbados
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“Excluded Wharf
Shareholder(s)”

“Executive Director(s)”

“FY” or “financial year”

LI}

“Group”, “we”, or “us”

“HCDL”

“HCDL Group”

“HCEL”

“High Fame”

“HK$” or “Hong Kong dollar(s)”
“HKFRS”

“HKSCC”

those Overseas Wharf Shareholders with registered
addresses in an Excluded Jurisdiction, and Wharf
Shareholders or Beneficial Wharf Shareholders who are
otherwise known by Wharf to be residents of, or located
in, jurisdictions outside Hong Kong as at the Distribution
Record Date, whom the Wharf Board and the Board, after
making relevant enquiries and based on the legal advice
provided by their legal advisers, consider it necessary or
expedient to exclude from receiving Shares pursuant to
the Distribution on account of the legal restrictions under
the applicable laws of the relevant jurisdictions where
they are located or resident in and/or the requirements of
the relevant regulatory bodies or stock exchanges in
those jurisdictions

executive director(s) of our Company

financial year of our Company ended or ending 31
December

our Company and its subsidiaries (including the HCDL
Group)

Harbour Centre Development Limited, a company
incorporated under the laws of Hong Kong with limited
liability on 16 July 1965, the shares of which are listed on
the Main Board (stock code: 51) and which is a
subsidiary of our Company

HCDL and its subsidiaries

Harbour City Estates Limited, a company incorporated
under the laws of Hong Kong with limited liability on 4
June 1974 and which is indirectly wholly owned by our
Company

High Fame Investments Limited, a company incorporated
under the laws of the BVI with limited liability on 6 June
2012 and directly wholly owned by Wheelock
Investments, and one of our Controlling Shareholders

Hong Kong dollar(s), the lawful currency of Hong Kong
Hong Kong Financial Reporting Standards

Hong Kong Securities Clearing Company Limited, a
wholly-owned subsidiary of Hong Kong Exchanges and
Clearing Limited
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“HKSCC Nominees”

“Hong Kong”

“Hong Kong Branch Share

Registrar”

“i-CABLE”

“Independent Non-executive
Director(s)”

“independent third party(ies)”

“Inter-Group Balances”

“Issue Mandate”

“Joint Sponsors”

“J PY”

“Latest Practicable Date”

HKSCC Nominees Limited, a wholly-owned subsidiary of
HKSCC

the Hong Kong Special Administrative Region of the
People’s Republic of China

Tricor Investor Services Limited

i-CABLE  Communications Limited, a company
incorporated under the laws of Hong Kong with limited
liability on 21 May 1999, the shares of which are listed on
the Main Board (stock code: 1097)

independent non-executive director(s) of our Company

a person who, as far as our Directors are aware after
having made all reasonable enquiries, is not a connected
person of our Company

the aggregate outstanding amount owed by our Group to
the Remaining Wharf Group minus the aggregate
outstanding amount owed by the Remaining Wharf Group
to our Group immediately prior to completion of the
Spin-off. Such net amount was approximately HK$37
billion as at 30 June 2017 and is expected to increase to
approximately HK$46 billion by the Listing Date,
principally as a result of the HK$10,205 million dividend
declared on 30 July 2017 by WEL, which is payable to
Wharf, notwithstanding an otherwise reduction in the net
amount owed by our Group to the Remaining Wharf
Group

the general unconditional mandate granted to our
Directors relating to the issue of new Shares, details of
which are set out in “Appendix VIl — General Information
— Further Information About Our Group — 3. Written
Resolutions of our Sole Shareholder passed on 24
October 2017”7

HSBC Corporate Finance (Hong Kong) Limited and
Somerley Capital Limited

Japanese yen, the lawful currency of Japan

30 October 2017, being the latest practicable date for the
purpose of ascertaining certain information contained in
this listing document prior to its publication
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“Listing”

“Listing Date”

“Listing Rules”

“Lynchpin”

“Main Board”

“Memorandum” or
“Memorandum of
Association”

“Nomination Committee”
“Overseas Wharf
Shareholder(s)”

“Pacific Club”

“PRC” or “China”

“PRC Legal Adviser”

“Promissory Note”

the listing of our Shares on the Main Board

the date expected to be on or around Thursday, 23
November 2017, on which our Shares are first listed and
from which dealings in our Shares are permitted to take
place on the Main Board

the Rules Governing the Listing of Securities on the
Stock Exchange, as amended or supplemented from time
to time

Lynchpin Limited, a company incorporated under the
laws of the BVI with limited liability on 2 April 1997 and
directly wholly owned by Wheelock Investments, and one
of our Controlling Shareholders

the Main Board of the Stock Exchange

the amended and restated memorandum of association
of our Company adopted on 24 October 2017, as
amended or supplemented from time to time

the nomination committee of our Board

Wharf Shareholder(s) whose addresses, as shown on the
register of members of Wharf on the Distribution Record
Date, are in jurisdictions outside Hong Kong

Pacific Club Kowloon, a club operated by our Group
located in Harbour City, Tsim Sha Tsui, Kowloon

the People’s Republic of China, excluding for the
purposes of this listing document only, Hong Kong, the
Macau Special Administrative Region of the People’s
Republic of China and Taiwan

Jingtian & Gongcheng, our legal adviser as to PRC laws
in relation to the Spin-off

the promissory note in the principal amount equal to the
Inter-Group Balances and which is to be issued by our
Company to the Remaining Wharf Group for the
settlement of the Inter-Group Balances, which
promissory note is expected to be settled by (i) the
payment of cash funded by bank borrowings and (ii) the
assumption by our Company or its subsidiaries of the
liabilities of Wharf or its subsidiaries under certain
novated banking facilities within five business days after
the completion of the Spin-off

— 21 —



DEFINITIONS

“Property Valuer”

“Qualifying Wharf
Shareholder(s)”

“Registered Wharf
Shareholder(s)”

“Relevant Persons”

“Remaining Wharf Group”

“Remuneration Committee”

“Reorganisation”

“Repurchase Mandate”

“RMB”
uchu

“SFO”

“SGD”

“Shareholder(s)”

Knight Frank Petty Limited, the independent property
valuer which carried out a valuation of our property
interests as at 31 August 2017, details of which are set
out in “Appendix Ill — Property Valuation”

Wharf Shareholder(s) whose name(s) appear on the
register of members of Wharf on the Distribution Record
Date, but excluding the Excluded Wharf Shareholder(s)

in respect of a Beneficial Wharf Shareholder, any
nominee, trustee, depositary or any other authorised
custodian or third party whose name is entered in the
register of members of Wharf as the holder of the Wharf
Shares in which the Beneficial Wharf Shareholder is
beneficially interested

the Joint Sponsors, any of their, our Company’s or
Wharf’s respective directors, officers or representatives
or any other person involved in the Listing

Wharf and its subsidiaries upon completion of the
Spin-off, which excludes our Group

the remuneration committee of our Board

the reorganisation of our Group in preparation for the
Listing, details of which are set out in “Appendix VII —
General Information — Further Information About Our
Group — 6. Reorganisation”

the general unconditional mandate granted to our
Directors relating to the repurchase of Shares, details of
which are set out in “Appendix VIl — General Information
— Further Information About Our Group — 3. Written
Resolutions of our Sole Shareholder passed on 24
October 2017”7

Renminbi, the lawful currency of the PRC
the Securities and Futures Commission of Hong Kong

the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong), as amended or supplemented from
time to time

Singapore dollar(s), the lawful currency of Singapore

holder(s) of Shares
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“Share(s)”

“Singapore”

“Spin-off”

“Star Ferry”

“Stock Exchange

“Suzhou IFS”

“Takeovers Code

“The Murray”

“Track Record Period”
“United Kingdom”

“U.S.” or “United States”

“U.S. Dollar(s)”, “USD” or
“US$”

“U.S. Securities Act”

“Valuation Properties”

ordinary share(s) of our Company with a nominal value of
HK$0.10 each

the Republic of Singapore

the proposed spin-off of our Company by way of the
Distribution and the separate listing of our Shares on the
Main Board by way of introduction

the passenger ferry service in Hong Kong operated by
The “Star” Ferry Company, Limited (a company
incorporated under the laws of Hong Kong with limited
liability on 23 April 1898 and indirectly wholly owned by
our Company) which carries passengers across Victoria
Harbour between Hong Kong Island and Kowloon

The Stock Exchange of Hong Kong Limited

Suzhou International Finance Square, a property under
development in Suzhou, the PRC, in which HCDL owns
an 80% interest

The Code on Takeovers and Mergers issued by the SFC,
as amended or supplemented from time to time

the hotel to be located in the former Murray Building,
Central, Hong Kong which is undergoing conversion into
a hotel to be operated by HCDL and managed as a
Niccolo Hotel

FY2014, FY2015, FY2016 and 1H2017
the United Kingdom of Great Britain and Northern Ireland

the United States of America, its territories and
possessions, any state of the United States and the
District of Columbia

United States dollars, the lawful currency of the United
States

U.S. Securities Act of 1933, as amended

our properties that were valued by the Property Valuer
and which are set out in “Appendix Il — Property
Valuation”
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“WEL”

“WF Investment”

“Wharf”

“Wharf Board”

“Wharf Group”

“Wharf Hotels”

“Wharf PRC Stock Connect
Investor(s)”

“Wharf Shareholder(s)”
“Wharf Share(s)”

“Wheelock”

“Wheelock Group”

“Wheelock Investments”

Wharf Estates Limited, a company incorporated under
the laws of Hong Kong with limited liability on 8 February
2002 and which is indirectly wholly owned by our
Company

WF Investment Partners Limited, a company
incorporated under the laws of BVI with limited liability on
10 September 1990 and directly wholly owned by
Wheelock Investments, and one of our Controlling
Shareholders

The Wharf (Holdings) Limited, a company incorporated
under the laws of Hong Kong with limited liability on 15
November 1886, the shares of which are listed on the
Main Board (stock code: 4)

the board of directors of Wharf

Wharf and its subsidiaries prior to completion of the
Spin-off

Wharf Hotels Management Limited, a subsidiary of Wharf
and a connected person of our Company

the PRC southbound investor(s) trading through
Shanghai-Hong Kong Stock Connect or Shenzhen-Hong
Kong Stock Connect (collectively, “Shanghai and
Shenzhen Connect”) who hold(s) Wharf Shares through
ChinaClear as nominee

holder(s) of Wharf Share(s)
ordinary share(s) in the share capital of Wharf

Wheelock and Company Limited, a company
incorporated under the laws of Hong Kong with limited
liability on 22 August 1946, the shares of which are listed
on the Main Board (stock code: 20), and one of our
Controlling Shareholders

Wheelock and its subsidiaries

Wheelock Investments Limited, a company incorporated
under the laws of Hong Kong with limited liability on 5
November 2010 and directly wholly owned by Wheelock,
and one of our Controlling Shareholders
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“Wheelock Singapore” Wheelock Properties (Singapore) Limited, a company
incorporated under the laws of Singapore with limited
liability on 19 December 1972 and a non-wholly owned
subsidiary of Wheelock, the shares of which are listed on
the Singapore Exchange Securities Trading Limited,
(stock code: M35)

“WREIC” Wharf REIC Holdings Limited, a company incorporated
under the laws of the BVI with limited liability on 20
March 2017 and which is directly wholly owned by our
Company

“%” per cent.

In this listing document, unless the context otherwise requires, the terms “associate”,
“close associate”, “connected person”, “connected transaction”, “core connected person”’,
“subsidiary” and “substantial shareholder” shall have the meanings given to such terms in the
Listing Rules.

Certain amounts and percentage figures included in this listing document have been
subject to rounding adjustments. Accordingly, figures shown as totals in certain tables may not
be an arithmetic aggregation of the figures preceding them.

Unless otherwise specified, certain amounts denominated in RMB and USD have been
translated into HK$ at the exchange rate of RMB1.00 = HK$1.15 and US$1.00 = HK$7.80,
respectively. The above exchange rate is for illustrative purposes only and such conversion
should not be construed as a representation that amounts in RMB or USD were or could have
been or could be converted into HK$ at such rate or any other exchange rate.

The English names of companies incorporated in the PRC, the PRC laws and regulations
and the PRC government authorities are translations of their Chinese names and are included
for identification purposes only. If there is any inconsistency between such Chinese names and
their English translations in this listing document, the Chinese names shall prevail over their
English translations.

Information in this listing document relating to retail tenant mix, aggregate sales turnover
of the tenants, average occupancy costs ratios, average occupancy rate, lease renewal
retention rate, total weighted lease terms and weighted average lease term to expiry, is based
on each of our properties’ management records. Certain of the data underlying such
information has not been extracted from management’s accounting systems, is not based on
or prepared in accordance with HKFRS, and has not been audited or reviewed by KPMG.
Certain of this information has been prepared solely for inclusion in this listing document and
has not been published previously, and we do not intend to publish it in the future. You should
not place undue reliance on such information.

There may be some differences between certain data (e.g. GFA) in this listing document,
which is based on our calculations according to information available to us, and publicly
available information, which may be attributable to different methods of calculation,
presentation or otherwise.
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DEFINITIONS

Unless otherwise specified, all references to any shareholdings in our Company refer to
such shareholdings immediately following completion of the Spin-off.

References to the number of tenants in respect of a property as at a given date stated in
this listing document are calculated based on the number of existing Letting Documents of that
property as at such date.

Financial data in this listing document for the periods in which Crawford House and our
premises at Wheelock House were respectively purchased by our Group has been calculated
using the respective contributions from Crawford House and our premises at Wheelock House
since each property’s respective acquisition date and excludes pre-acquisition data. Average
occupancy rates and average effective monthly rent for Crawford House and our premises at
Wheelock House for the periods in which they were respectively purchased have been
calculated based on relevant data for each property for the whole of the year in which they
were purchased and include pre-acquisition data.

References to “our premises at Wheelock House” in this listing document refer to the
premises we own in Wheelock House, comprising Unit (Commercial) C on Ground Floor (all
except common areas), 3rd to 24th Floor and certain spaces and portions and certain
exclusive rights and privileges. See “Business — Our Property Portfolio — Central Portfolio —
Wheelock House” and property number 14 in “Appendix IIl — Property Valuation” for details.

In this listing document, unless stated otherwise or the context requires:

- hotels owned or being developed for investment purposes are not included within
investment properties, consistent with hotels and investment properties being
separately reported operating segments in our combined statements of financial
position;

- references to “our office premises” refer to the office premises at our investment
properties;

- references to “our retail premises” refer to the retail premises at our investment
properties; and

- references to “fellow subsidiaries” refer to subsidiaries of Wharf at the relevant time
other than members of our Group.
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GLOSSARY OF TECHNICAL TERMS

This glossary of technical terms contains explanations of certain terms used in this
listing document as they relate to our Group and are used in this listing document in
connection with our business or us. These terms and their given meanings may not
correspond to standard industry definitions.

“available room nights”

“average effective monthly

rent”

“average occupancy cost ratio”

“average occupancy rate”

in the case of hotels, the number of times a hotel room is
available for use for an overnight stay of up to 24 hours
in a given period

for any given period in relation to our retail premises,
office premises or serviced apartments at any investment
property, is the simple average of the amounts of the
monthly rental income per leased square foot for each
month in that period

in relation to any retail property in any period, the
quotient of (a) the aggregate of the base rent, turnover
rent and management fees in respect of that retail
property for that period divided by (b) the aggregate
sales turnover of the tenants of that retail property for
that period

(i) in the case of our retail premises or office premises
at any investment property, the average monthly
area leased divided by the average monthly LFA of
the relevant premises, where “average monthly area
leased” means the sum of the amounts equal to the
total area leased at the end of each month in a given
period divided by the number of months in that
period and “average monthly LFA” means the sum of
the amounts equal to the total LFA (excluding areas
which are undergoing material renovation or
conversion and areas which are self-used by us) at
the end of each month in a given period divided by
the number of months in that period;

(i) in the case of hotels and serviced apartments, the
total number of room nights sold divided by the total
number of available room nights in a given period; or

(iii) in the case of serviced apartments, the total number
of units occupied under a Letting Document divided
by the total number of units available for lease in a
given period
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“average room rate”

“base rent”

“CAGR”

“GFA” or “gross floor area”

the total hotel room revenue including service charge
divided by the total number of room nights sold in a given
period

rental income payable by tenants as stipulated in the
Letting Documents, exclusive of any additional turnover
rent (if applicable) and other charges and
reimbursements (if any). According to the accounting
policies adopted by our Group, it is recognised as
revenue on a straight-line basis over the shorter of (i) the
remaining lease term (taking into account, where a rent
review takes place, the re-estimation of the rental income
recognised in prior periods which effects are recognised
in the period of the rent review) and (ii) the period from
the commencement date of the lease to the first break
option date (if any)

compound annual growth rate
(i) in the case of any building in Hong Kong:

the area contained within the external walls of the
building measured at each floor level (including any
floor below ground level) including the overall area
of any balcony and the thickness of the external
walls of the building, which in general excludes any
area which has been disregarded as constituting
gross floor area by the Building Authority

(ii) in the case of any building in the PRC:

the area contained within the external walls of the
building measured at each floor level (including any
floor below ground level) including the thickness of
the external walls of the building. For above-ground
areas, this generally includes mechanical and
electrical service rooms, refuse rooms, water tanks
and car-parking floors. For underground areas, this
generally excludes mechanical and electrical
service rooms, refuse rooms, water tanks and
car-parking floors
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“Grade A”

“High Tariff A Hotels”

“High Tariff B Hotels”

“lease renewal retention rate

“Letting Document”

“LFA” or “lettable floor area”

”

modern offices with high quality finishes, flexible layout,
large floor plates, spacious, well decorated lobbies and
circulation areas, effective central air-conditioning, good
lift services zoned for passengers and goods deliveries,
professional management and parking facilities normally
available

hotels with a composite score between 3.00 and 3.99
according to the Hong Kong Tourism Board classification
system, where the score is based on facilities, location,
staff-to-room ratio, achieved room rate and business mix.
This is the highest standard of hotel classification by the
Hong Kong Tourism Board for hotels in Hong Kong of a
total of four ratings

hotels with a composite score between 2.00 and 2.99
according to the Hong Kong Tourism Board classification
system, where the score is based on facilities, location,
staff-to-room ratio, achieved room rate and business mix.
This is the second highest standard of hotel classification
by the Hong Kong Tourism Board for hotels in Hong Kong
of a total of four ratings

in relation to any property during any period, the quotient
of (a) the aggregate LFA attributable to leases which are
renewed (without any break in the continuity of the
tenant’s occupation and without any change in the
amount of LFA leased under the relevant lease, and not
including any relocation of a tenant within that property)
in that period in that property divided by (b) the
aggregate LFA attributable to leases which expire in that
period in that property

lease, underlease, tenancy, licence or other agreement
in writing giving rise to rights of occupation and
enjoyment (in each case as amended) to which any of our
property or premises is subject

(i) in the case of office premises:

(a) in respect of a unit occupying an entire floor,
the floor area exclusively allocated to that unit
including toilets and lift lobbies but excluding
common areas such as staircases and smoke
lobbies, lift shafts and plant rooms; and
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“Medium Tariff Hotels”

“mixed-use integrated complex

“monthly rental income per
leased square foot”

”

(b) inrespect of a unit which is one of several units
making up an entire floor, the floor area
exclusively allocated to that unit plus a
proportionate share of the communal toilets, lift
lobbies and passageways among the units on
that floor such that the aggregate lettable floor
areas of all subdivided units on the floor shall
equal the lettable floor area of the floor if
occupied as one single unit

(ii) in the case of retail premises:

(a) in respect of a unit occupying an entire floor,
the floor area available for the exclusive use of
the occupier as if the whole floor is taken up as
a single unit i.e. including toilets and
passageways but excluding common areas
such as lift shafts, stairs, plant rooms and
smoke lobbies; and

(b) inrespect of a unit which is one of several units
making up an entire floor, the floor area
exclusively allocated to that unit, being the
area which is measured up to the centre line of
the wall separating adjoining units, and the full
thickness of the external walls and walls
separating the units from common areas

(iii) in the case of a serviced apartment, its GFA

hotels with a composite score between 1.00 and 1.99
according to the Hong Kong Tourism Board classification
system, where the score is based on facilities, location,
staff-to-room ratio, achieved room rate and business mix.
This is the third highest standard of hotel classification
by the Hong Kong Tourism Board for hotels in Hong Kong
of a total of four ratings

a complex with more than one type of premises, such as
retail, office, serviced apartments, hotels and club

the total rental income in respect of our retail premises or
office premises at any investment property for any given
month divided by the total leased LFA of such premises
at the end of the relevant month
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“occupation permit”

“outgoings”

“sq.ft.”

“ ”

sg.m.

“RevPAR”

“rental income”

“room nights sold”

“tenant(s)”

“total weighted lease terms”

a written permit issued by the Building Authority in Hong
Kong permitting the occupation of the relevant
development or building for the specified purposes or the
corresponding document issued by the relevant authority
in another jurisdiction

all costs associated with the management of the property
including but not limited to, staff costs, chilled water
charges and electricity, marketing expenses, car park
expenses, air conditioning expenses, cleaning charges,
building maintenance and services, lift maintenance and,
in respect of vacant areas, government rent

square feet. Where an area in square metres is
converted into square feet, it is converted at the ratio of
1 square metre : 10.764 square feet

square metre

revenue per available room, which is calculated by
dividing the total hotel room revenue by the total number
of room nights available for sale in a given period

in relation to any investment property or any premises at
any investment property, the gross amount of the rental
income recognised from the property or relevant
premises, comprising base rent and as applicable,
turnover rent (exclusive of government rent and rates,
service charge, management fee, air conditioning
charges, promotion levy or other surcharges) in respect
of the property or relevant premises

in the case of hotels, the number of times a hotel room is
sold to guest(s) for an overnight stay of up to 24 hours in
a given period, excluding in all cases complimentary
rooms or rooms occupied by in-house staff

a person(s) who occupies any of our properties under a
Letting Document

in relation to any investment property or in respect of
premises at an investment property, the sum of all the
weighted lease terms in respect of that property or
relevant premises where a weighted lease term is the
product of (a) the length as at 30 June 2017 of the
remaining term of a lease to expiry, multiplied by (b) the
base rent payable in respect of that lease for the month
ended 30 June 2017
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“turnover rent”

“weighted average lease term
to expiry”

rent calculated by reference to a pre-determined
percentage of a tenant’s sales revenue. According to the
accounting policies adopted by our Group, it is
recognised as revenue

in relation to any investment property or in respect of
premises at an investment property, a period equal to the
quotient that results from dividing (1) the total weighted
lease terms for that property or relevant premises by (2)
the total base rent in respect of all the leases of that
property or relevant premises for the month ended 30
June 2017

— 32 —



THE DISTRIBUTION AND THE SPIN-OFF

THE DISTRIBUTION

Information on the Distribution

On 2 November 2017, Wharf announced that resolutions are expected to be presented to
the Wharf Board on or around 14 November 2017 for the purpose of, among others, (i) its
approval of the proposal relating to the Spin-off which will be implemented by way of the
Distribution and (ii) the declaration of a conditional special interim dividend to be satisfied by
way of our Company allotting and issuing to, inter alia, the Qualifying Wharf Shareholders new
Shares pursuant to the Distribution. The Wharf Board also announced that if such conditional
special interim dividend is declared, the Distribution Record Date will be 20 November 2017
and the register of members of Wharf will be closed on 20 November 2017 for the purpose of
determining entitlements to the Distribution.

Pursuant to the Distribution, the Qualifying Wharf Shareholders will be entitled to one
Share for every one Wharf Share held as at the Distribution Record Date. Immediately
thereafter, the two Shares held by Wharf will be surrendered for cancellation. Accordingly, the
Qualifying Wharf Shareholders will hold the same proportionate interests in our Company as
they hold in Wharf as at the Distribution Record Date. Wharf Shareholders should note that
they will not be required to pay any consideration to Wharf or us for the Shares received
pursuant to the Distribution or complete any application form to receive the Shares pursuant
to the Distribution.

Our Shares which the Excluded Wharf Shareholders would otherwise receive pursuant to
the Distribution will be issued to a nominee selected by the Wharf Board, who will sell such
Shares in the market as soon as reasonably practicable following the commencement of
dealings in our Shares on the Stock Exchange. The aggregate proceeds of such sale (net of
expenses and taxes) will be paid to the relevant Excluded Wharf Shareholders (pro rata to their
shareholdings in Wharf as at the Distribution Record Date) in Hong Kong dollars in full
satisfaction of the relevant Shares which they would otherwise receive pursuant to the
Distribution, provided that if the amount that an Excluded Wharf Shareholder would be entitled
to receive is less than HK$100, such sum will be retained for the benefit of Wharf.

Condition to the Distribution

The Distribution is conditional on the Listing Committee granting approval for the listing
by way of introduction of, and permission to deal in, our Shares on the Main Board and such
approval not having been revoked prior to the completion of the Spin-off. If this condition is not
satisfied, the Distribution will not be made and the Spin-off will not take place.

Excluded Wharf Shareholders

The allotment and issue by our Company of our Shares under the Distribution to certain
Wharf Shareholders may be subject to laws of jurisdictions outside Hong Kong. Wharf
Shareholders and Beneficial Wharf Shareholders whose addresses registered in the register
of members of Wharf are in, or who are located or residing in, jurisdictions other than Hong
Kong should inform themselves about and observe all legal and regulatory requirements
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applicable to them. It is the responsibility of Wharf Shareholders and Beneficial Wharf
Shareholders to satisfy themselves as to the full observance of the laws of the relevant
jurisdictions applicable to them in connection with the Distribution, including obtaining any
governmental, exchange control or other consents which may be required, or compliance with
any other necessary formalities and payment of any issue, transfer or other taxes due in such
jurisdiction.

Overseas Wharf Shareholders and Beneficial Wharf Shareholders should consult their
professional advisers if they are in any doubt as to the potential applicability of, or
consequences under, any provision of laws or regulations or judicial or regulatory decisions or
interpretations in any jurisdictions, territory or locality therein or thereof and, in particular,
whether there will be any restriction or prohibition on the acquisition, retention, disposal or
otherwise with respect to our Shares, as the case may be. It is emphasised that none of Wharf,
our Company or any of the Relevant Persons accepts any responsibility in relation to the
above.

Excluded Wharf Shareholders are those Overseas Wharf Shareholders with registered
addresses in an Excluded Jurisdiction, and other Wharf Shareholders or Beneficial Wharf
Shareholders who are otherwise known by Wharf to be residents of, or located in, jurisdictions
outside Hong Kong as at the Distribution Record Date, whom the Wharf Board and the Board,
based on enquiries made on their behalves and the legal advice provided by their legal
advisers, consider it necessary or expedient to exclude from receiving Shares pursuant to the
Distribution on account of the legal restrictions under the applicable laws of the relevant
jurisdictions where such Wharf Shareholders or Beneficial Wharf Shareholders are resident or
located in and/or the requirements of the relevant regulatory bodies or stock exchanges in
those jurisdictions. The relevant Excluded Wharf Shareholders will not receive any Shares.

As at the Latest Practicable Date, based on the information provided by Wharf, there were
190 Wharf Shareholders whose addresses as registered in the register of members of Wharf
were outside Hong Kong, namely in Australia, Barbados, Canada, the Channel Islands,
France, Gibraltar, India, Indonesia, Ireland, Macau, Malaysia, New Zealand, the Philippines,
Portugal, the PRC, Singapore, Taiwan, Thailand, the United Kingdom and the United States.

Based on the legal advice received and, where relevant, taking into account the number
of Overseas Wharf Shareholders in the relevant jurisdictions as at the Latest Practicable Date
and/or the number of Wharf Shares they then held and assuming that the relevant legal
requirements remain unchanged, the Excluded Jurisdiction is expected to be Barbados, and
therefore the Overseas Wharf Shareholders in the Excluded Jurisdiction are expected to be
Excluded Wharf Shareholders. If, at the Distribution Record Date, there are more than 20
Australian Shareholders, Australia will also be classified as an “Excluded Jurisdiction” and the
Australian Shareholders will be Excluded Wharf Shareholders.

With respect to the Excluded Jurisdiction(s), Wharf will send a letter to CCASS
Participants (other than CCASS Investor Participants) notifying them that, in light of applicable
laws and regulations of the Excluded Jurisdiction(s), to the extent they hold any Wharf Shares
on behalf of any Beneficial Wharf Shareholder with an address located in any of the Excluded
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Jurisdiction(s), they should sell our Shares which they receive pursuant to the Distribution on
behalf of the Beneficial Wharf Shareholder and pay the net proceeds of such sale to such
Beneficial Wharf Shareholder. None of Wharf, our Company or any of the Relevant Persons
takes any responsibility for the sale of such Shares or the payment of the net proceeds of the
sale of such Shares to any such underlying Beneficial Wharf Shareholder.

If there is any other jurisdiction outside Hong Kong which is not referred to above in which
the address of any Wharf Shareholder as shown in the register of members of Wharf at the
Distribution Record Date is located or any Wharf Shareholder or Beneficial Wharf Shareholder
at the Distribution Record Date is otherwise known by Wharf to be located or resident, and
such Wharf Shareholders should, in the view of the Wharf Board and the Board having made
the relevant enquiries and having considered the circumstances, be excluded from receiving
our Shares pursuant to the Distribution on the basis of the legal restrictions under the
applicable laws of such jurisdiction or the requirements of the relevant regulatory bodies or
stock exchanges in such jurisdiction, our Company will make an announcement.

Wharf and our Company reserve the right, in its and our absolute discretion, to determine
whether to allow the participation of any Wharf Shareholder or Beneficial Wharf Shareholder
in the Distribution.

Information for Overseas Wharf Shareholders

Wharf PRC Stock Connect Investors

According to the “Stock Connect Shareholding Search” available on the Stock Exchange’s
website (www.hkexnews.hk), as at Latest Practicable Date, ChinaClear held 2,950,000 Wharf
Shares, representing approximately 0.09% of the total issued Wharf Shares. ChinaClear is a
CCASS Participant with HKSCC Nominees.

The Wharf Board and the Board have made the relevant enquiries and have been advised
by our PRC Legal Adviser that the Wharf PRC Stock Connect Investors may hold our Shares
pursuant to the Distribution through ChinaClear. In addition, according to our PRC Legal
Adviser, pursuant to the Shenzhen Stock Exchange Measures for the Implementation of
Shenzhen-Hong Kong Stock Connect promulgated and effective on 30 September 2016 and
the Shanghai Stock Exchange Measures for the Implementation of Shanghai-Hong Kong Stock
Connect revised and effective on 30 September 2016, the Wharf PRC Stock Connect Investors
(or the relevant ChinaClear participants, as the case may be) whose stock accounts in
ChinaClear are credited with our Shares may only sell them on the Stock Exchange under
Shanghai and Shenzhen Connect but may not purchase our Shares as our Shares are not
eligible securities under the Shanghai and Shenzhen Connect.

Wharf PRC Stock Connect Investors should seek advice from their intermediary
(including broker, custodian, nominee or ChinaClear participant) and/or other professional
advisers for details of the logistical arrangements as required by ChinaClear.
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Other Information for Overseas Wharf Shareholders

A summary of the requirements applicable to Overseas Wharf Shareholders or persons
who are resident or located in certain jurisdictions is set out below.

1. Australian Overseas Wharf Shareholders

The ability of the Australian Shareholders to receive the Shares will depend upon the
number of Australian Shareholders at the Distribution Record Date. If, at the Distribution
Record Date, there are more than 20 Australian Shareholders, Australia will be classified as
an “Excluded Jurisdiction” and the Australian Shareholders will be Excluded Wharf
Shareholders.

2. Canadian Overseas Wharf Shareholders

This listing document is not, and under no circumstances is it to be construed as, an
advertisement or a public offering of the securities referred to in this listing document. No
securities commission or similar regulatory authority in Canada has reviewed or in any way
passed upon this document or the merits of the securities described herein and any
representation to the contrary is an offence. In Canada, this listing document is intended solely
for the Wharf Shareholders.

The Distribution of the Shares in Canada is being made on a private placement basis only
and is exempt from the requirement that Wharf or our Company prepare and file a prospectus
with the relevant Canadian securities regulatory authorities. Accordingly, any resale of the
Shares must be made in accordance with applicable Canadian securities laws which may
require resales to be made in accordance with prospectus and dealer registration
requirements or exemptions from prospectus and dealer registration requirements. These
resale restrictions may in some cases apply to resales of the Shares outside of Canada.
Canadian Shareholders are advised to seek legal advice prior to any resale of the Shares.

Neither Wharf nor our Company are “reporting issuers”, as such term is defined under
applicable Canadian securities laws, in any province or territory of Canada, and neither Wharf
nor our Company intends to become “reporting issuers” in any province or territory of Canada.
Canadian Shareholders are advised that neither Wharf nor our Company are required to file
a prospectus or similar document with any securities regulatory authority in Canada qualifying
the resale of the Shares to the public in any province or territory in Canada. Canadian
Shareholders are further advised that neither Wharf nor our Company intends to file a
prospectus or similar document with any securities regulatory authority in Canada qualifying
the resale of the Shares to the public in any province or territory of Canada in connection with
the Spin-off.



THE DISTRIBUTION AND THE SPIN-OFF

3. Channel Islands Overseas Wharf Shareholders

Guernsey

This listing document has not been approved or authorised by the Guernsey Financial
Services Commission (the “Commission”) or the States of Guernsey Policy Council, nor has
it been delivered to the Commission pursuant to the Prospectus Rules 2008 issued under the
Protection of Investors (Bailiwick of Guernsey) Law, 1987, and therefore this listing document
may not be circulated by way of public offer in the Bailiwick of Guernsey.

Jersey

No action has been taken to authorise the distribution of the Shares in Jersey. The
distribution of this listing document in Jersey has not been authorised by the Jersey Financial
Services Commission pursuant to the Control of Borrowing (Jersey) Order 1958, as amended.
It must be distinctly understood that the Jersey Financial Services Commission does not
accept any responsibility for the financial soundness of or any representations made in
connection with our Company.

4.  French Overseas Wharf Shareholders

This listing document has been prepared in relation to the Spin-off and has not been
prepared in the context of a public offering of financial securities in France within the meaning
of Article L.411-1 of the French Code Monétaire et Financier and Title | of Book Il of the
Reglement Général of the Autorité des marchés financiers (the “AMF”), and therefore has not
been and will not be filed with the AMF for prior approval or submitted for clearance to the AMF.
Consequently, the Shares may not be, directly or indirectly, offered or sold to the public in
France and offers of the Shares may only be made in France to qualified investors
(investisseurs qualifiés) acting for their own, as defined in and in accordance, in particular,
with Article L.411-2 of the French Code Monétaire et Financier. Neither this listing document
nor any other material may be released, issued or distributed to the public in France or used
in connection with any offer for subscription or sale of the Shares to the public in France. The
subsequent direct or indirect retransfer of the Shares to the public in France may only be made
in compliance with Articles L.411-1, L.411-2, L.412-1 and L.621-8 through L.621-8-3 of the
French Code Monétaire et Financier.

5. Gibraltar Overseas Wharf Shareholders

This listing document does not constitute an offer or any part of an offer of securities to
the public within the meaning of section 2(4) of the Prospectuses Act 2005 of Gibraltar (“PA
2005”) or otherwise in Gibraltar. Accordingly this listing document does not comprise a
prospectus within the meaning of section 2(1) of the PA 2005 and has not been drawn up in
accordance with the PA 2005 and Directive 2003/71/EC or approved by or filed with the
Financial Services Commission in Gibraltar.
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6. Indian Overseas Wharf Shareholders

This listing document has not been and will not be registered as a prospectus or a
statement in lieu of a prospectus in respect of a public offer, information memorandum or
private placement offer letter or any other offering material with the registrar of companies in
India in accordance with the Companies Act, 2013, as amended and other applicable Indian
laws for the time being in force. This listing document has not been and will not be reviewed
or approved by any regulatory authority in India, including, but not limited to, the Securities
and Exchange Board of India, any registrar of companies or any stock exchange in India. This
listing document is not and should not be construed as an advertisement, invitation, offer or
sale of any securities whether to the public or by way of private placement to any person
resident in India.

Each of the Indian Wharf Shareholders who receives Shares pursuant to the Distribution
will be deemed to have represented and confirmed that he/she/it is eligible to hold the Wharf
Shares currently held by him/her/it under Indian law and is eligible to be allotted Shares
pursuant to the Spin-off.

7. Indonesian Overseas Wharf Shareholders

No registration statement has been filed with Indonesia’s Financial Services Authority
(Otoritas Jasa Keuangan or OJK) in relation to the issue of Shares as described in this listing
document and the Shares may not be offered or sold in Indonesia, in a manner which
constitutes a public offering under Law of the Republic of Indonesia No. 8 of 1995 on Capital
Markets and its implementing regulations.

8. Irish Overseas Wharf Shareholders

Nothing in this listing document shall constitute, or is intended to constitute, or shall be
treated as constituting or shall be deemed to constitute, any offer or sale of the Shares or other
securities to the public in Ireland or the marketing of a collective investment scheme or any
other form of offer, sale, marketing, advertising or provision of facilities for the participation by
the public, as beneficiaries, in profits or income arising from the acquisition, holding,
management or disposal of securities or any other property whatsoever. To the extent that
anything herein may be deemed to constitute, or shall be treated as constituting or shall be
deemed to constitute, any offer or sale of securities to the public in Ireland or any other form
of offer, sale, marketing, advertising or provision of facilities for the participation by the public,
as beneficiaries, in profits or income arising from the acquisition, holding, management or
disposal of securities or any other property whatsoever, an exemption under the Prospectus
(Directive 2003/71/EC) Regulations 2005 (as amended, supplemented, varied and/or replaced
from time to time) applies.

Neither this document nor any other offering or marketing material relating to the
Distribution or our Company have been prepared in accordance with Directive 2003/71/EC on
prospectuses or any measures made under that directive or the laws of Ireland implementing
that directive or of any European Member State or the European Economic Area treaty
adherent state that implements that directive or those measures.
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9. Malaysian Overseas Wharf Shareholders

This listing document does not constitute an issue, offer for subscription or purchase,
make an invitation to subscribe for or purchase securities or in the case of an initial listing of
securities, make an application for the quotation of the securities on a stock market of a stock
exchange within the meaning of Section 232 of the Capital Markets and Services Act 2007 of
Malaysia. Accordingly, this listing document has not been reviewed and approved by the
Securities Commission Malaysia, and will not be registered as a prospectus nor deposited as
a prospectus / information memorandum with the Securities Commission Malaysia or any other
regulatory authority in Malaysia.

10. New Zealand Overseas Wharf Shareholders

This listing document does not constitute an offer or any part of an offer of shares in our
Company to New Zealand Overseas Wharf Shareholders for issue or sale for the purposes of
Part 3 of the Financial Markets Conduct Act 2013. Accordingly this listing document does not
comprise a New Zealand product disclosure statement and has not been registered, filed with
or approved by any New Zealand regulatory authority under or in accordance with the
Financial Markets Conduct Act 2013.

11. Philippines Overseas Wharf Shareholders

Shareholders with registered addresses in the Philippines should note that the issuance
outside of the Philippines of the Shares pursuant to the Distribution is not regulated by the
Securities Regulation Code of the Philippines (the “Code”), but to the extent that the Code
applies, is exempted from registration under Subsection 10.1(d), 10.1(c) or 10.1(k) of the
Code. No confirmation needs to be obtained from the Philippine Securities and Exchange
Commission that the offer of the Shares to the Philippine Shareholders pursuant to the Spin-off
qualifies as an exempt transaction.

THE SECURITIES BEING OFFERED OR SOLD HEREIN HAVE NOT BEEN
REGISTERED WITH THE PHILIPPINE SECURITIES AND EXCHANGE COMMISSION UNDER
THE SECURITIES REGULATION CODE OF THE PHILIPPINES. ANY FUTURE OFFER OR
SALE THEREOF IS SUBJECT TO REGISTRATION REQUIREMENTS UNDER THE CODE
UNLESS SUCH OFFER OR SALE QUALIFIES AS AN EXEMPT TRANSACTION.

12. Portuguese Overseas Wharf Shareholders

No offer or sale of the Shares may be made in Portugal except under circumstances that
will result in compliance with the rules concerning marketing of such shares and with the laws
of Portugal generally. No notification has been made nor has any been requested from the
Portuguese Securities Market Commission (Comissao do Mercado de Valores Mobiliarios,
“CMVM”) for the allotment and issue of the Shares referred to in this listing document,
therefore the same cannot be offered to the public in Portugal. Likewise, no prospectus or
equivalent document has been or will be registered, approved or passported into Portugal in
respect of the Spin-off and therefore the Shares may not be or caused to be offered, marketed
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or distributed in Portugal nor this listing document may be or caused to be distributed,
disseminated or specifically addressed to Portuguese-resident investors in circumstances
which would constitute an offer of securities to the public under the Portuguese Securities
Code, as amended from time to time. Accordingly, no Shares have been or may be offered or
sold to unidentified addressees or to 150 or more non-qualified Portuguese resident investors
and no allotment and issue of the Shares has been preceded or followed by promotion or
solicitation to unidentified investors, public advertisement, publication of any promotional
material or in any similar manner.

13. PRC Overseas Wharf Shareholders

This listing document is solely for the purpose of the Spin-off and is not registered with
or filed with the China Securities Regulatory Commission. This listing document shall not be
construed as an advertisement or a public offering of Shares in the PRC. Neither this listing
document nor the allotted Shares will be delivered to any persons in the PRC except for the
PRC Overseas Wharf Shareholders whose registered addresses, as shown on the register of
members of Wharf, are in the PRC as at the Distribution Record Date. The delivery of this
listing document to such PRC Overseas Wharf Shareholders is not and will not be conducted,
and shall not be construed to be conducted through advertisement, public inducement or other
disguised public manner.

Each of the PRC Overseas Wharf Shareholders who receives Shares pursuant to the
Distribution will be deemed to have represented and confirmed that he/she/it is in full
compliance with the PRC laws to hold the Wharf Shares currently held by him/her/it under PRC
laws and is in full compliance with the PRC laws to be allotted Shares pursuant to the Spin-off.

14. Singaporean Overseas Wharf Shareholders

This listing document is for the exclusive use by Wharf Shareholders solely for the
purposes of assessing the Distribution and should not be used other than in connection with
such purpose. This listing document has not been lodged with or registered by the Monetary
Authority of Singapore, does not constitute an offer or invitation for the sale or purchase of
securities in Singapore and shall not form the basis of any contract for the issue or sale of
securities in Singapore. Wharf Shareholders should note that they will not be required to pay
or provide any consideration for any Shares received pursuant to the Distribution.

15. Taiwanese Overseas Wharf Shareholders

The issue of Shares as described in this listing document has not been and will not be
registered with the Financial Supervisory Commission of Taiwan, the Republic of China
pursuant to relevant securities laws and regulations and the Shares are not and may not be
offered or sold in Taiwan, the Republic of China through a public offering or in circumstances
which constitute an offer within the meaning of the Securities and Exchange Act of Taiwan, the
Republic of China that requires a registration with or approval of the Financial Supervisory
Commission of Taiwan, the Republic of China. No person or entity in Taiwan, the Republic of
China has been authorised to offer or sell the Shares in Taiwan, the Republic of China.
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16. Thailand Overseas Wharf Shareholders

This listing document and the Shares have not been registered under the Securities and
Exchange Act B.E. 2535 (1992) (“SEA”), and the Shares may not be offered or sold within
Thailand, absent registration or an exemption from the registration requirements of the SEA.
There will be no public offering of securities in Thailand. The Thai Securities Exchange
Commission has not approved or disapproved of the Shares or passed an opinion on the
adequacy of this listing document. Wharf Shareholders should note that they will not be
required to pay or provide any consideration for any Shares received pursuant to the
Distribution.

17. United Kingdom Overseas Wharf Shareholders

This listing document does not constitute an offer or constitute any part of an offer of
transferable securities to the public within the meaning of sections 85 and 102B of the
Financial Services and Markets Act 2000 of the United Kingdom (“FSMA”) or otherwise in the
United Kingdom. Accordingly this listing document does not comprise a prospectus within the
meaning of section 85 of FSMA and has not been drawn up in accordance with the Prospectus
Rules or approved by or filed with the Financial Conduct Authority in the United Kingdom.

18. United States Overseas Wharf Shareholders

The Shares have not been registered under the U.S. Securities Act or the laws of any
state in the United States, and may not be offered or sold within the United States, absent
registration or an exemption from the registration requirements of the U.S. Securities Act and
applicable state laws. There will be no public offering of securities in the United States. Neither
the U.S. Securities and Exchange Commission nor any other U.S. federal or state securities
commission or regulatory authority has approved or disapproved of the Shares or passed an
opinion on the adequacy of this listing document. Any representation to the contrary is a
criminal offence in the United States.

19. All Overseas Wharf Shareholders

This listing document is for the exclusive use by Wharf Shareholders solely for the
purposes of assessing the Distribution and should not be used other than in connection with
such purpose. This listing document does not constitute or form part of any offer or invitation
to sell or issue, or any solicitation of any offer to acquire, the Shares or to take up any
entitlements to the Shares or any solicitation or act in furtherance to a trade in any jurisdiction
in which such an offer or solicitation or act is unlawful.

Neither the Shares nor this listing document has been or will be registered under the
securities laws of any jurisdiction. Accordingly, unless otherwise disclosed above, the Shares
may not be offered, sold, pledged, taken up, resold, renounced, transferred or delivered,
directly or indirectly, into or within any such jurisdiction, absent registration or qualification
under the respective securities laws of such jurisdictions, or exemption from the registration
or qualification requirements under applicable rules of such jurisdictions.
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It is the responsibility of any person (including but not limited to any agent, custodian,
nominee or trustee) outside Hong Kong wishing to receive or purchase, hold or dispose of, or
deal in, the Shares or exercise any rights attaching to the Shares to satisfy
himself/herself/itself as to the full observance of the laws and regulations of the relevant
territory or jurisdiction, including obtaining any governmental or other consents and to pay any
taxes, duties and other amounts required to be paid in such territory or jurisdiction in
connection therewith.

Wharf Shareholders should note that they will not be required to pay or provide any
consideration to Wharf or us for any Shares received pursuant to the Distribution. Receipt of
the Shares by any person pursuant to the Distribution will be deemed to constitute a
representation and warranty from such person to our Company that these local laws and
requirements have been fully complied with. Such persons should consult their professional
advisers if in doubt.

THE SPIN-OFF

On 7 July 2017, Wheelock and Wharf submitted a proposal in relation to the Spin-off to
the Stock Exchange pursuant to Practice Note 15 of the Listing Rules. On 4 August 2017, the
Stock Exchange confirmed that Wheelock and Wharf may proceed with the Spin-off.

The Spin-off will be implemented in compliance with the Listing Rules, including Practice
Note 15 to the Listing Rules. As Wharf’'s disposal of its shareholding interest in our Company
following completion of the Spin-off is by way of the Distribution and there will be no dilution
of the indirect attributable interest of the Wharf Qualifying Shareholders (including Wheelock)
in our Company, the Spin-off will not constitute a transaction for Wharf or Wheelock under
Chapter 14 of the Listing Rules. Accordingly, neither the approval of the shareholders of Wharf
or Wheelock will be required for the Spin-off.

Other than to give effect to the Distribution, the Spin-off will not involve any offering of
Shares by our Company for sale or subscription and no new proceeds will be raised by our
Company.

REASONS FOR AND BENEFITS OF THE SPIN-OFF
The Spin-off is a demerger effecting the separation of the strategic and substantial Hong
Kong property investment business from the other businesses of the Wharf Group and the

Wheelock Group by demerging the Wharf Group into our Group and the Remaining Wharf
Group.
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The boards of directors of Wheelock, Wharf and our Company consider that the Spin-off
is in the interests of Wheelock, Wharf, our Company and their/our respective shareholders as
a whole for the following reasons:

(i)

(i)

(iii)

(iv)

as there are clear strategic and operational differences between the business
focuses of our Group, the Ex-Wharf Wheelock Group and the Remaining Wharf
Group, the demerger of our Company from Wharf, which will be effected by way of
the Spin-off, will provide investors with an enhanced choice as to which of the
businesses they are interested in investing in;

the Spin-off will increase the operational and financial transparency of each of the
businesses of our Group, the Ex-Wharf Wheelock Group and the Remaining Wharf
Group, allowing equity investors to appraise and assess the performance and
potential of our Group, the Ex-Wharf Wheelock Group and the Remaining Wharf
Group as separate entities and allowing lenders and bond investors to appraise their
respective credit worthiness;

the Spin-off will lead to a more direct alignment of the responsibilities and
accountability of the management of our Group, the Ex-Wharf Wheelock Group and
the Remaining Wharf Group with their respective operating and financial
performance. It will lead to enhanced management focus, better resources
allocations, more efficient decision-making processes, and faster responsiveness to
market changes, with regard to the respective businesses of our Group, the
Ex-Wharf Wheelock Group and the Remaining Wharf Group; and

the Spin-off will enable our Group to access directly and independently both equity
and debt capital markets and at pricing that reflects the risk and reward profile of our
business.
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DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS LISTING DOCUMENT

This listing document, for which our Directors collectively and individually accept full
responsibility, includes particulars given in compliance with the Securities and Futures (Stock
Market Listing) Rules (Chapter 571V of the Laws of Hong Kong) and the Listing Rules for the
purpose of giving information with regard to our Group.

Our Directors, having made all reasonable enquiries, confirm that to the best of their
knowledge and belief, the information contained in this listing document is accurate and
complete in all material respects and not misleading or deceptive, and there are no other
matters the omission of which would make any statement herein or this listing document
misleading.

RESTRICTIONS ON THE USE OF THIS LISTING DOCUMENT

This listing document is published solely in connection with the Spin-off. It may not be
used for any other purpose and, in particular, no person is authorised to use or reproduce this
listing document or any part thereof in connection with any offering, or invitation to the offer,
of our Shares or other securities of our Company. Accordingly, this listing document does not
constitute an offer or invitation in any jurisdiction to acquire, subscribe for or purchase any of
our Shares or other securities of our Company nor is it calculated to invite any offer or
invitation for any of our Shares or other securities of our Company.

Neither the delivery of this listing document nor the allotment and issue of Shares
pursuant to the Distribution should, under any circumstances, constitute a representation that
there has been no change or development reasonably likely to involve a change in our affairs
since the date of this listing document or imply that the information contained in this listing
document is correct as at any date subsequent to the date of this listing document.

INFORMATION IN THIS LISTING DOCUMENT

We have not authorised any person to provide you with any information that is different
from what is contained in this listing document or make any representation not contained in
this listing document. Any information or representation not contained in this listing document
must not be relied on by you as having been authorised by Wharf, our Company or any of the
Relevant Persons.

NO CHANGE IN BUSINESS

We do not contemplate that there will be any material change in our business immediately
following completion of the Spin-off.
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APPLICATION FOR LISTING ON THE STOCK EXCHANGE

Our Company has made an application to the Stock Exchange for the listing of, and
permission to deal in, our Shares in issue immediately following completion of the Spin-off.

No part of our share or loan capital is listed, traded or dealt in on any other stock
exchange. At present, our Company is not seeking or proposing to seek listing of, or
permission to deal in, any part of our shares or loan capital on any other stock exchange.

HONG KONG SHARE REGISTER AND THE STAMP DUTY

Our Company’s Hong Kong branch register of members is maintained by the Hong Kong
Branch Share Registrar in Hong Kong. Dealings in our Shares on the Stock Exchange will be
registered on our Company’s Hong Kong branch register of members maintained in Hong
Kong.

Dealings in our Shares registered on our Company’s Hong Kong branch register of
members will be subject to Hong Kong stamp duty.

SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of the approval for listing of, and permission to deal in, our Shares
on the Stock Exchange and our Company’s compliance with the stock admission requirements
of HKSCC, our Shares will be accepted as eligible securities by HKSCC for deposit, clearance
and settlement in CCASS with effect from the Listing Date or any other date as determined by
HKSCC.

Settlement of transaction between participants of the Stock Exchange is required to take
place in CCASS on the second business day after any trading day. All activities under CCASS
are subject to the General Rules of CCASS and CCASS Operational Procedures in effect from
time to time. All necessary arrangements have been made for our Shares to be admitted into
CCASS.

Investors should seek the advice of their stockbroker or other professional adviser for
details of those settlement arrangements and how such arrangements will affect their rights
and interests.

PROFESSIONAL TAX ADVICE RECOMMENDED

You are recommended to consult your professional advisors if you are in any doubt as to
the taxation implications of purchasing, holding, disposing of, dealing in or exercising any
rights in relation to our Shares. None of Wharf, our Company or any Relevant Persons accepts
responsibility for any tax effects on, or liabilities of, any person resulting from the purchase,
holding, disposition of, dealing in, or exercising any rights in relation to our Shares.
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COMMENCEMENT OF DEALINGS IN OUR SHARES

Dealings in our Shares on the Stock Exchange are expected to commence at 9:00 a.m.
on Thursday, 23 November 2017. Shares will be traded in board lots of 1,000 Shares each. The
stock code for our Shares is 1997.

The share certificates for our Shares are expected to be despatched to Qualifying Wharf
Shareholders on Wednesday, 22 November 2017 and will only become valid if the Distribution
becomes unconditional. If the Distribution does not become unconditional, dealings in our
Shares on the Stock Exchange will not commence on Thursday, 23 November 2017.

Qualifying Wharf Shareholders who hold Wharf Shares through CCASS clearing
participants or CCASS custodian participants will receive our Shares through their respective
brokers or custodians who are CCASS clearing Participants or CCASS custodian participants.
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FORWARD-LOOKING STATEMENTS

This listing document contains forward-looking statements that are, by their nature,
subject to significant risks and uncertainties. These statements relate to events that involve
known and unknown risks, uncertainties and other factors, including those listed in “Risk
Factors”, which may cause our actual results, performance or achievements to be materially
different from the performance or achievements expressed or implied by the forward-looking
statements. All statements other than statements of historical fact contained in this listing
document as they relate to our Group or our management are forward-looking statements,
including, without limitation, statements relating to:

o our business strategies, objectives and expectations regarding our future operating
plans, margins, profitability, liquidity and capital resources;

° our capital expenditure and expansion plans;

° our ability to identify and successfully take advantage of new business development
opportunities;

° our ability to control costs;
° our dividend policy; and

° other prospective financial information.

“ ”

The words “anticipate”, “believe”, “can”, “could”, “estimate”, “expect”, “intend”, “may”,
“might”, “plan”, “seek”, “will”, “would” and the negative of these terms and other similar
expressions, as they relate to us, are intended to identify a number of these forward-looking
statements. These statements are based on assumptions regarding our present and future
business, our business strategies and the environment in which we will operate. These
forward-looking statements reflect our current views with respect to future events and are not
a guarantee of future performance. Actual results may differ materially from information
contained in such forward-looking statements as a result of a number of uncertainties and
factors, including but not limited to:

° any changes in the laws, rules and regulations of the Hong Kong and the PRC
relating to any aspect of our business or operations;

° general economic, market and business conditions in Hong Kong and the PRC;
° macroeconomic policies of the Hong Kong government and the PRC government;

° inflationary pressures or changes or volatility in interest rates, foreign exchange
rates or other rates or prices;

° developments of our competitors and other competitive pressures within the
industries in which we and our tenants operate;
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° various business opportunities that we may pursue; and

° the risk factors discussed in this listing document as well as other factors beyond our
control.

Subject to the requirements of applicable laws, rules and regulations, we do not have any
obligation, and undertake no obligation, to update or otherwise revise the forward-looking
statements in this listing document, whether as a result of new information, future events or
otherwise. As a result of these and other risks, uncertainties and assumptions, the
forward-looking events and circumstances discussed in this listing document might not occur
in the way we expect, or at all. Accordingly, you should not place undue reliance on any
forward-looking information. All forward-looking statements contained in this listing document
are qualified by reference to the cautionary statements set forth in this section as well as the
risks and uncertainties discussed in “Risk Factors”.

In this listing document, statements of or references to our intentions or that of any of our
Directors, the HCDL Group, the Wharf Group and the Wheelock Group are made as at the date
of this listing document. Any of these intentions may change in light of future developments.
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You should carefully consider all the information in this listing document and, in
particular, the risks and uncertainties described below before making an investment in our
Shares. The occurrence of any of the following events or any additional risks not currently
known to us could materially and adversely affect our business, financial condition, results
of operations or prospects. If any of these events occur, the trading price of our Shares
could decline and you may lose all or part of your investment. You should seek professional
advice from your relevant advisers regarding your prospective investment in the context of
your particular circumstances.

RISKS RELATING TO OUR BUSINESS

The Hong Kong retail and hospitality industries have been, and will continue to be,
significantly impacted by tourists’ desire and willingness to travel to and stay in Hong
Kong. Any further reduction in the number of tourists, particularly PRC tourists, to Hong
Kong could affect the retail and hospitality industries.

We have a Hong Kong concentration risk. The Hong Kong retail and hospitality industries
have been, and will continue to be, significantly impacted by the desire and willingness of
tourists, particularly those from the PRC, to travel to and stay in Hong Kong and their activity
here. There has been a decrease in the number of PRC visitors in recent years, which could
have been caused by a number of factors, such as the implementation of the “one trip per
week” policy and the depreciation in RMB. In addition, any other restrictions on PRC tourists
visiting Hong Kong, any reduction in taxation on luxury goods in the PRC, further appreciation
of the Hong Kong dollar against the RMB or other currencies, increases in transportation or
fuel costs, striking workers in the transportation industry, natural disasters, terrorists’ acts,
riots, civil commotions or adverse weather conditions may also deter tourists from the PRC
from visiting Hong Kong. Any further reduction in the number of tourists, particularly PRC
tourists, to Hong Kong and any of the above factors could have a material and adverse effect
on our business, financial condition, results of operations and prospects.

We derive a significant portion of our revenue from our investment property portfolio,
the performance of which depends on a number of factors, including changes in market
rental levels, competition for tenants and rental collection and renewal.

Leasing of our investment properties constitutes a very important part of our business.
For FY2014, FY2015, FY2016 and 1H2017, revenue generated from our investment properties
constituted approximately 65%, 69%, 76% and 69%, respectively, of our total revenue. We are
subject to risks incidental to the ownership and operation of commercial properties, such as
volatility in market rental rates and occupancy rates, competition for tenants, costs resulting
from on-going maintenance and repair and the inability to collect rent from tenants or renew
leases with tenants due to bankruptcy, insolvency, financial difficulties or other reasons. In
addition, we may not be able to renew leases with our tenants on terms acceptable to us, or
at all, upon the expiration of the existing terms. Furthermore, any downturn in the rental market
for retail and/or office premises in general could negatively affect the demand for our rental
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properties and our revenue. If any of the above occurs, there may be a material adverse effect
on our business, financial condition, results of operations and prospects. See also “Risks
Relating to the Property and Hospitality Industry” below for the relevant risks relating to the
property market in general.

A significant portion of our revenue is derived from our investment properties at
Harbour City and Times Square. Any event which partially or entirely affects our
operations at these two locations may materially and adversely affect our business,
financial condition, results of operations and prospects.

Revenue from our investment properties at Harbour City and Times Square accounted for
61%, 64%, 70% and 64% of our total revenue for FY2014, FY2015, FY2016 and 1H2017,
respectively. The profitability of our investment property portfolio, and in particular our
investment properties at Harbour City and Times Square, is dependent on our tenants’
business performance, which is outside our control. There is no assurance that our tenants will
continue to lease the properties from us on terms acceptable to us or at all. Should the revenue
from our investment properties at Harbour City and Times Square decrease significantly or
should a large number of our tenants at Harbour City and Times Square cease to lease
premises from us or refuse to renew leases with us, we may experience a significant loss in
revenue and incur additional costs to look for new tenants. Factors such as increasing market
competition, economic slow-down, political unrest and natural disasters would materially and
adversely affect our business, financial condition, results of operations and prospects. See
“Risks Relating to the Property and Hospitality Industry” below for the relevant risks relating
to the property market in general.

Furthermore, the land on which Ocean Terminal and the Pacific Club in Harbour City are
situated is held under government leases which will expire in 2033 and 2021, respectively. The
relevant government leases do not include an option or right of renewal, and renewal will
therefore be subject to the laws and the policies of the government in Hong Kong at that time.
Accordingly, there is no certainty that we will be able to renew such government leases on
terms acceptable to us or at all. Our inability to renew such government leases on
commercially satisfactory terms may materially and adversely affect our business, financial
condition, results of operations and prospects.

In accordance with the terms of a deed of grant of rights of way executed in favour of the
Hong Kong government on 12 June 2012, HCEL and Wharf Realty Limited, both subsidiaries
of our Company (together as grantors) have agreed to grant or assign to the Hong Kong
government certain portions of their respective land or rights of way over such land (“Relevant
Areas”) in connection with or as are otherwise necessary for the purpose of Ocean Terminal
when demanded by the Hong Kong government at any time during or on expiry of the lease
term of Ocean Terminal. The portions of land which are subject to the Hong Kong government’s
rights are, in all material respects, the same as those which were subject to similar rights under
a previous deed of grant executed on 12 July 1966, on which the Hong Kong government had
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not exercised its rights pursuant to the previous deed of grant. The Relevant Areas are mostly
used as rights of way, passageways and/or pedestrian concourse and do not form any part of
the retail or other major operation area within Harbour City. If the above occurs, the value and
enjoyment of the Relevant Areas may be affected, which would have a material adverse effect
on our business, results of operations, financial condition and prospects.

Due to the limited supply of sizable plots of land for investment properties and hotels
in Hong Kong and the unique market position, substantial scale and strategic locations
of Harbour City and Times Square, our growth may be limited if we are not able to locate
suitable land on commercially viable terms.

Our ability to secure suitable and sizable plots of land for investment properties and
hotels on commercially viable terms will be crucial to our growth. In Hong Kong, plots of land
of significant size for development are not easy to obtain due to competition from other
property owners and operators and the limited amount of land supply, which has driven up the
price of land for commercial properties in Hong Kong in recent years. Other than the
acquisition of the Murray building, Crawford House and our premises at Wheelock House in
2013, 2014 and 2016, respectively, our portfolio of principal properties in Hong Kong has
remained unchanged since 1999. We may encounter difficulty in replicating the success of
Harbour City and Times Square due to their unique market position, substantial scale and
strategic locations, and our prospects may be limited if we are not able to locate suitable plots
of land for investment properties and hotels on commercially viable terms.

Given the rarity of land at prime and convenient locations in Hong Kong for commercial
property development and the premium it typically commands, we cannot assure you that we
will be able to secure such desirable land on acceptable terms. Failure to successfully locate
plots of land for the development of investment properties and hotels at desirable locations on
terms acceptable to us or at all may slow down and negatively affect our business, financial
condition, results of operations and prospects.

Our revenue and profit are affected by our ability to continue to attract and retain quality
tenants.

Our investment properties compete for tenants with other properties on the basis of,
among other things, location, quality, maintenance, property management, rent levels and
other lease terms. We cannot assure you that existing or prospective tenants will not choose
other properties. Any future increase in the supply of properties which compete with ours would
increase the competition for tenants and as a result, we may have to reduce rent or incur
additional costs to make our properties more attractive. If we are not able to retain our existing
tenants or attract new tenants to replace those that have left or to lease our new properties,
our occupancy rates may decline. If we are unable to attract renowned brands as our tenants
or retain our existing tenants who bring in renowned brands to our properties, our investment
properties may become less attractive and less competitive. The occurrence of any of these
events may materially and adversely affect our business, financial condition, results of
operations and prospects.
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We incur maintenance and operating costs and these costs may increase.

Operating investment properties and hotels involves significant fixed costs, including
maintenance costs as well as employee salaries and expenses. These fixed costs limit our
ability to respond to adverse market conditions through cost containment initiatives. Such fixed
costs may have an adverse impact on our profitability when our property rental and hotel
businesses experience a downturn and may exacerbate the impact of a decline in occupancy
rates, rental rates or room rates. In addition, there is no assurance that labour costs will be
stable at all times. If our labour costs increase significantly, and we cannot offset such
increase by reducing other costs or cannot pass on such increase to the tenants of our
properties, our business, financial condition, results of operations and prospects may be
materially and adversely affected.

In addition, our properties consume utilities such as water and electricity. We are not able
to influence the prices which utility providers charge us, nor can we easily switch to different
utility providers. Any price increase or change in pricing structure from these utility providers
could have an adverse effect on our operating costs. In addition, increases in the prices of
other products and services which we procure to maintain our properties and provide services
to our tenants and guests could increase our operating costs.

If we are not able to pass on any significant increase in maintenance and operating costs
to our customers, our business, financial condition, results of operations and prospects may
be materially and adversely affected.

Our properties may encounter temporary closures, reduced revenue or lower occupancy
rates as a result of repairs, refurbishments or renovation.

Our investment properties and hotels require repairs which may require significant capital
expenditures. Our investment properties and hotels may also need to undergo maintenance,
refurbishment, redevelopment or renovation works from time to time to retain their
attractiveness. Such maintenance, repairs, refurbishments, redevelopments or renovations of
our investment properties and hotels may impact our ability to attract tenants at our investment
properties and guests for our hotels and their facilities. In some circumstances, such
maintenance, repairs, refurbishments, redevelopments or renovations may require the
temporary closure of the related facilities within the investment property or hotel. As a result,
during periods of any such maintenance, repairs, refurbishments, redevelopments or
renovations, we may experience a reduction in occupancy rates and/or average room rates of
the relevant investment property or hotel.

Furthermore, buildings in the vicinity of any of our investment properties and hotels may
be demolished or redeveloped for alternative uses, which may cause disruption to operations
at our investment properties and hotels. This may in turn negatively impact the revenue and
valuation of our investment properties and hotels. The occurrence of any of the above may
materially and adversely affect our business, financial condition, results of operations and
prospects.
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We cannot assure you that third-party contractors will always meet our quality
standards and provide services in a timely manner.

We employ third-party contractors to carry out various works, including design,
construction, structural engineering, internal decoration, landscaping, electrical and
mechanical engineering and lift installation. Despite our project management, we cannot
guarantee that our third-party contractors will always provide satisfactory services. In addition,
we may not be able to engage third-party contractors with the right experience. Moreover, as
is common in the property industry, completion of our property maintenance, repairs,
refurbishments, renovations and/or developments may be delayed and we may incur additional
costs due to a contractor’s financial or operational difficulties. Our contractors may undertake
projects for others thereby diverting resources, engage in risky undertakings or otherwise
encounter financial or other difficulties, which may cause delay in the completion of our
projects and increase our costs. The services rendered by independent contractors may not
always meet our quality standards. Any of these factors could materially and adversely affect
our business, financial condition, results of operations and prospects.

Our profit level and margin are affected by our revenue mix and there is no assurance
that we will be able to sustain our existing level of profit.

We recorded operating profit margins of approximately 60%, 67%, 70% and 74% for
FY2014, FY2015, FY2016 and 1H2017, respectively. Factors which may reduce our operating
profit margin include, among other things, (i) a change in the mix of our revenue sources, for
example, revenue from our investment properties and sale of our development properties; (ii)
increased market competition; and (iii) decreased rental reversion rates and/or occupancy
rates. We cannot assure you that we can always maintain or increase our operating profit
margin. In the event that we are unable to maintain or increase our operating profit margin, our
profitability may be negatively impacted, which may materially and adversely affect our
business, financial condition, results of operations and prospects.

Investment properties and hotels are generally illiquid and cannot be readily converted
to alternative uses. Accordingly, our ability to respond to any adverse changes in the
performance of our investment properties and hotels may be limited.

Investment properties and hotels in general are relatively illiquid; accordingly our ability
to sell promptly one or more of our properties in response to changing economic, financial and
investment conditions is limited. We cannot predict whether we will be able to sell any of our
properties for the price or on the terms acceptable to us. We also cannot predict the length of
time needed to find a purchaser and to complete the sale of a property.

Investment properties and hotels cannot be readily converted to alternative uses, as such
conversion requires extensive governmental approvals and involves substantial capital
expenditures and time for the purpose of renovation and refurbishment. We cannot assure you
that we will obtain the necessary approvals and sufficient funds to carry out such conversion.
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These factors and any others that would impede our ability to respond to adverse changes in
the performance of our investment properties and hotels could affect our ability to compete
against our competitors. The occurrence of any of the above events may materially and
adversely affect our business, financial condition, results of operations and prospects.

Accidents, injuries or prohibited activities in our investment properties, development
properties and hotels may materially and adversely affect our reputation and subject us
to liability.

There are inherent risks of accidents, injuries or prohibited activities taking place in public
places, such as shopping malls and hotels. The occurrence of one or more accidents, injuries
or prohibited activities at any of our investment properties, construction sites or hotels could
adversely affect our reputation among shoppers and tenants of our properties and our hotel
guests, harm our brand, decrease our overall rents and occupancy rates and increase our
costs by requiring us to implement additional safeguard measures. In addition, if accidents,
injuries or prohibited activities occur at any of our investment properties, construction sites or
hotels, we may be held liable for costs, damages and fines and there is also a risk that our
operations may be suspended as a result. Our current property and liability insurance policies
may not provide adequate or any coverage for such losses and we may be unable to renew our
insurance policies or obtain new insurance policies without increases in premiums and
deductibles or decreases in coverage levels, or at all. Accordingly, any occurrence of
accidents, injuries or prohibited activities at any of our properties may materially and adversely
affect our business, financial condition, results of operations and prospects.

We are subject to risks associated with the title of our properties.

In Hong Kong, structural alterations of properties are subject to prior approval by the
Building Authority of the Hong Kong government (“BA”). The BA may issue warning notices
and/or building orders in relation to certain parts of a property or the common areas of a
building if there are alteration works carried out without the required permits or consents. If the
subject matter as stated in the warning notice is not rectified within the specified period, the
BA may issue a building order which may constitute title defects in respect of the relevant
property, unless and until the relevant requirements as set out in the building order have been
duly complied with. The works required to comply with warning notices and/or building orders
may involve substantial costs to be borne by the owners. Under Hong Kong law, the existence
of these title defects and other title issues do not prevent the relevant properties being sold,
purchased, or being suitable for acceptance by banks as security for granting mortgages.
Nevertheless, any title defect on the property may have adverse effect on the value of such
property. If such property has been contracted for sale with a prospective purchaser, such title
defect may entitle the prospective purchaser to refuse completion of the sale and purchase
transaction.
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We cannot assure you that our properties held for investment purposes or the common
areas of the building in which such properties are situated will not be subject to any warning
notice or building order. If any warning notice or building order is issued against our properties
and the subject matter cannot be rectified by us and/or other owners of the building in a timely
manner, or at all, the sale of our properties may be affected which may in turn have material
adverse impact on our business, financial condition and results of operations.

We may suffer losses arising from uninsured risks.

We have insurance in place in relation to our investment properties and hotels and in
relation to our properties under development. For more information, see “Business —
Insurance”. Our insurance may not fully indemnify us for all potential losses, damages or
liabilities related to our properties. This is because there are certain exposures which may be
excluded under some of our insurance programmes or for which insurance is not available on
what we consider to be reasonable commercial terms. Such exposures include potential losses
which might arise as a result of war, terrorism, pollution, fraud, professional negligence and
acts of God. Our insurers may become impaired and find themselves financially unable to meet
claims. As a result of large losses sustained by the international insurance market, insurers
may exclude certain risks when we renew our insurance programmes. Where insurance is
taken out in relation to properties which are owned by a jointly controlled entity or an associate
in which we are interested, we cannot guarantee that such properties are insured in
accordance with the same standards which we apply when taking out insurance in respect of
our own properties. If we suffer from any losses, damage or liabilities in the course of our
operations arising from events for which we do not have any or adequate insurance cover, we
may not have sufficient funds to cover any such losses, damages or liabilities or to replace any
property that has been destroyed. The occurrence of any of the above events and the resulting
payment we make to cover any losses, damages or liabilities may have a material adverse
effect on our business, results of operations, financial condition and prospects.

The completion and delivery of our PRC property development projects depend on
various factors, including the timing of obtaining necessary licences, permits or
approvals from governments and necessary financings. There is no assurance that we
will be able to complete or deliver our PRC property development projects on time, on
budget or at all. Some of our development property projects are undertaken through
joint ventures.

Sales of our properties developed in the PRC accounted for 25%, 22%, 15% and 23% of
our total revenue for FY2014, FY2015, FY2016 and 1H2017, respectively. The progress and
costs of a development project can be adversely affected by many factors, including delays in
obtaining necessary licences, permits or approvals from governments, delays in obtaining
necessary financings, shortages of materials, equipment, contractors and skilled labour,
labour disputes, construction accidents, natural catastrophes and adverse weather conditions,
changes in government policies or relevant laws or regulations and economic conditions.

Construction delays or the failure to complete the construction of a project according to
our planned specifications, schedule or budget as a result of the above factors may affect our
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financial condition and results of operations and may also adversely affect our reputation. We
cannot assure you that we will not experience any significant delays in the completion or
delivery of our projects, or that we will not be subject to any liabilities to our tenants, any
purchasers or relevant government authorities for any such delays. Liabilities arising from any
delays in the completion or delivery of our projects could have a material adverse effect on our
business, financial condition, results of operations and prospects.

In particular, we have invested in joint ventures and an associate to develop some of our
development properties in the PRC. We do not have control over the day to day management
of our joint ventures or associate. Certain corporate actions of these joint ventures and the
associate require approval from all partners or other shareholders in our associate. If our joint
venture partners or other shareholders in our associate act in a manner contrary to our
interests, or if there are any significant disputes or issues with respect to our joint venture
partners or other shareholders in the associate which could not be resolved, they could have
a material adverse effect on the success of these development properties and have a material
adverse effect on our business, financial condition, results of operations and prospects.

The operation of hotels requires hotel licences, and any failure to obtain or renew such
licences may adversely affect our hotel operations. We may also face delay in
completing our hotels under development.

We own and operate three hotels in Hong Kong and one in the PRC. We also have two
hotels under development, which are expected to commence operation by the end of 2017 and
mid-2019, respectively. The operation of hotels is generally subject to local laws and
regulations. See “Business — Legal and Regulatory Proceedings and Compliance Matters” for
further information.

The operation of hotels in Hong Kong is subject to a range of laws and regulations,
including the Hotel and Guesthouse Accommodation Ordinance, under which a hotel licence
is required to operate a hotel in Hong Kong, and any person who operates a hotel without a
valid license commits an offence and is subject to fines and imprisonment. There is no
assurance that we will be able to obtain the hotel licence for the operation of The Murray upon
its completion in a timely manner or at all. In addition, the hotel licence in Hong Kong has a
validity period and renewal is subject to approval by the Hotel and Guesthouse
Accommodation Authority. In the event that the application for subsequent renewal of a hotel
licence for any of our hotels in Hong Kong is rejected, the hotels may be required to suspend
their operations. Any changes in such laws and regulations may also have an adverse impact
on the business of our hotels and may result in higher costs of compliance. Any inability to
comply with new or revised laws and regulations could result in the imposition of fines or other
penalties by the relevant authorities or the suspension or non-renewal of a hotel licence.

The operation of hotels in the PRC is subject to the Decisions of the State Council to
Implement Administrative Licenses on Items Necessarily to be Retained for Administrative
Examination (0% B 3 6 75 & B (01T BUF A IE H s AT B RT BIRE)  and  security  control
regulations including the Measures for Control of Security in the Hotel Industry (i 36 %%
). Under the PRC laws and regulations, enterprises engaging in hotel operation in the
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PRC shall be examined and approved by a local public security authority and obtain a special
industry license from the local public security authority prior to the operations of the hotel
commencing. There is no assurance that we will be able to obtain the hotel license for the
operation of Niccolo Suzhou upon its completion in a timely manner or at all. Any suspension
or non-renewal of a hotel licence for any of our hotels may have a material adverse effect on
our business, financial condition, results of operations and prospects.

For our two hotels under development, the timing of completion of such hotels can be
adversely affected by many factors, including, but not limited to shortages of construction and
building materials, equipment, contractors or skilled labour, construction accidents, natural
catastrophes, or adverse weather conditions. Any delay in completion could lead to increased
construction costs, and revenue generation from these hotels could be delayed. This would
materially and adversely affect our business, financial condition, results of operations and
prospects.

We appoint a connected hotel management company to manage the day-to-day
operations of our hotels pursuant to the hotel management agreements.

Pursuant to the hotel management agreements between Wharf Hotels and us, Wharf
Hotels supervises the day-to-day operations and marketing of our four hotels in operation and
similar hotel management agreements are intended to be entered into for The Murray and
Niccolo Suzhou in Suzhou IFS upon their commencement of business. If Wharf Hotels is
unable to maintain the quality and adequate supply of hotel management personnel and
services, our business, financial condition, results of operations and prospects may be
materially and adversely impacted. If any of the hotel management agreements is terminated
prior to its expiration, we may experience disruption to our hotel operations while we seek to
replace the relevant hotel management company. In addition, the relevant hotel would need to
be rebranded, which would likely involve a substantial initial outlay for the marketing,
refurbishment, branding and hospitality items and fixtures and furniture of the hotel, and it may
take several years for a successful operation to be re-established under the new brand. The
disruption and costs may materially and adversely impact our business, financial condition,
results of operations and prospects.

RISKS RELATING TO THE PROPERTY AND HOSPITALITY INDUSTRY

Our business performance is influenced by macro economic conditions and may be
affected by any significant change in general consumer demand or commercial market
sentiment or changes in Hong Kong or the PRC political and economic policies and
conditions.

We derive most of our revenue from the leasing and management of commercial
properties. Rent levels for such properties and the financial condition of the tenants of such
properties are closely tied to general consumer demand and commercial market sentiment.
Any change in such general consumer demand and commercial market sentiment can affect
overall economic outlook and investor confidence leading to changes in the tenant mix and
credit standing of tenants. Turnover rents are closely tied with spending and fluctuations in the
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level of disposable household income may adversely affect our relative bargaining position
with our tenants in terms of lease rates, tenure and frequency of rental revisions, and thus
adversely affect our revenue and materially and adversely affect our business, financial
condition, results of operations and prospects.

Hong Kong has been, and will continue to be, our primary operating base where our
property investment and hotel businesses are located, and where 74%, 77%, 84% and 76% of
our revenue was generated for FY2014, FY2015, FY2016 and 1H2017, respectively, and the
majority of our assets are located in Hong Kong. Because leases of Hong Kong commercial
properties are usually for a short duration (typically three years) compared to longer terms
typical in the U.S. and some other markets, our revenue from property experiences more
frequent fluctuations than would be the case in other real estate markets. Furthermore, rental
levels in Hong Kong are also subject to fluctuations in supply and demand, including as a
result of competition from new supply in decentralised areas.

We generated 26%, 23%, 16% and 23% of our revenue from the PRC for FY2014,
FY2015, FY2016 and 1H2017, respectively. While the PRC government has been pursuing
economic reforms to transform its economy from a planned economy to a market economy
since 1978, a substantial part of the PRC economy is still being operated under various
controls of the government. By imposing policies and economic measures, such as control of
foreign exchange, taxation and foreign investment, the PRC government exerts considerable
direct and indirect influence on the development of the PRC economy. For example, the PRC
government has in the past implemented a number of measures intended to slow down certain
segments of the economy that the government believed to be overheating, including the real
estate industry, such as raising benchmark interest rates of commercial banks, reducing
currency supply and placing additional limitations on the ability of commercial banks to make
loans by raising bank reserves against deposits.

The results of operations of our investment properties and hotel businesses also depend
on the performance of the economies and political and economic developments of Hong Kong
and, to a lesser extent, the PRC. Any changes in the real estate and property rental markets,
an economic decline generally or a decline in property or hotel industry conditions could have
an adverse effect on our business, financial condition, results of operations and prospects.

E-commerce may impact on the business and results of operations of our tenants, and
materially and adversely affect our revenue.

E-commerce has developed rapidly along with the significant increase in the number of
internet users. There are currently online sales platforms and online retailers catering to
consumers in Hong Kong. Online retailers may sell the same products at discounted prices as
they generally have lower fixed costs as compared with physical stores.

The tenants of our retail premises face increasing competition from online retailers and
there is no guarantee that consumers will not increasingly prefer online retailers due to their
pricing advantage. The tenants of our retail premises may lose sales to competitors that
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provide on-line shopping platforms and/or door-to-door delivery services. Increased
competition could have an adverse impact on the results of operations and financial conditions
of our tenants. This could hinder their ability to expand or lead them to shift their focus to
e-commerce, both of which would decrease their demand for physical stores and potentially
drive down rental prices.

As revenue from our investment properties has been our main source of revenue,
potential decreased demand for physical stores and lower rental prices may have a material
adverse effect on our business, financial conditions, results of operations and prospects.

Our prospects may be adversely affected by a recurrence of SARS, an outbreak of other
epidemics, such as influenza A (H1N1) and avian flu (H5N1), natural disasters, terrorist
attacks, other acts of violence or war, or social instability.

Any recurrence of Severe Acute Respiratory Syndrome (SARS) or an outbreak of any
other epidemic in the places where we operate, such as influenza A (H1N1), avian flu (H5N1),
avian flu (H7N9), Middle East Respiratory Syndrome, the Ebola virus, the Zika virus or any
other disease may result in material disruptions to our and our tenants’ businesses.

Natural disasters or other catastrophic events, such as earthquakes, floods or severe
weather conditions affecting Hong Kong or the PRC could, depending upon their magnitude,
significantly disrupt our business operations.

In addition, terrorist attacks, other acts of violence or war, or social instability such as
riots or demonstrations, could have a negative impact on economic conditions where we
operate, including with respect to travel and leisure expenditures, which will in turn interfere
with our operations. More specifically, an actual, threatened or potential terrorist attack,
criminal attack or other instability occurring in, associated with or targeted at our properties or
adjacent areas could deter or prevent people using them. The occurrence of any of the above
would have a material and adverse effect on our business, financial condition, results of
operations and prospects.

We face competition in Hong Kong and the PRC that may adversely affect our business,
financial condition and results of operations.

There are a large number of property investors, landlords, property developers and hotel
operators in Hong Kong and the PRC, who also have significant financial, managerial,
marketing and other resources, as well as experience in investment property operations and
management and the ownership of hotels. In recent years, a large number of property
developers have begun to undertake property investment projects outside the prime central
business district in Hong Kong which may compete with our investment properties in Hong
Kong.
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Competition among landlords is intense and may result in, among other things, an
oversupply of properties, an increase in land premium, a decrease in occupancy rates and
difficulty in obtaining high quality contractors and qualified employees. Competition among
property developers in the PRC is also intense and may result in, among other things, an
oversupply of properties, a decrease in property prices, an increase in construction costs and
difficulty in obtaining high quality contractors and qualified employees.

If we cannot respond to changes in market conditions at least as swiftly and effectively
as our competitors do, our ability to generate revenue, our business, financial condition,
results of operations and prospects may be materially and adversely affected.

We may be materially and adversely affected if we fail to timely obtain any requisite
governmental approvals for our property developments.

The real estate industry in the PRC is heavily regulated by the PRC government. PRC
property developers must comply with various requirements under the applicable laws and
regulations, including the policies and procedures established by local authorities for the
implementation of such laws and regulations. In order to undertake and complete a property
development project, a property developer must obtain various permits, licences, certificates
and other approvals from the relevant administrative authorities at various stages of the
property development process, including but not limited to land use rights certificates,
planning permits, construction permits, pre-sale permits and acceptance examination upon
completion filing documents. Each approval is dependent on the satisfaction of certain
conditions. We cannot be sure that we will not encounter problems in obtaining such
government approvals or in fulfilling the conditions required for obtaining the approvals, or that
we will be able to comply with any new laws, regulations or policies that may come into effect
with respect to the property development industry in general or the requirements for obtaining
of such approvals. If we fail to obtain the relevant permits, licences, certificates or other
approvals or to fulfill the conditions of therein for our property developments, our
developments may not proceed on schedule, and our business, financial condition, results of
operations and prospects may be materially and adversely affected.

We are exposed to seasonal volatility in the overall hotel industry.

We derive a portion of our revenue from hotel operations. Hotel guests are short-term
occupants of the hotel rooms and do not generally commit to medium- or long-term contractual
rental payments. As a result, hotel occupancy rates and room rates are subject to a high
degree of variability due to seasonal factors and the nature of the hotel business. Comparisons
of results of operations between different periods within a single financial year may not be
meaningful and should not be relied upon as indicators of our performance.
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OTHER RISKS RELATING TO OUR GROUP

Our indebtedness may have an adverse effect on our financial condition, diminish our
ability to raise additional capital to fund our operations and limit our ability to explore
business opportunities or there may be an event of default under our debt financing
arrangements that entitles the lenders to terminate such financing.

As at 30 June 2017, our total outstanding borrowings amounted to HK$27,887 million.
During the Track Record Period, our main sources of funding were our own internal funds from
operating activities, loans from fellow subsidiaries, amounts due to our immediate holding
company and fellow subsidiaries and external funds from bank borrowings. The aggregate net
outstanding amounts owed by our Group to the Remaining Wharf Group (including loans from
fellow subsidiaries and net amounts due to our immediate holding company and fellow
subsidiaries) were HK$17,286 million, HK$24,034 million, HK$41,028 million and HK$36,716
million, and our bank loans were HK$14,956 million, HK$8,943 million, HK$4,382 million and
HK$2,885 million as at 31 December 2014, 2015 and 2016, and 30 June 2017, respectively.
The Inter-Group Balances will be settled by way of the Promissory Note, the settlement of
which is to be through (i) the payment of cash drawn under bank facilities and (ii) the
assumption by our Company or its subsidiaries of the liabilities of Wharf or its subsidiaries
under certain novated banking facilities, within five business days after the completion of the
Spin-off.

Our level of indebtedness, both under our current loan facilities and any future financing,
could have significant adverse consequences, including, but not limited to, the following: (a)
our cash flow may be insufficient to meet our required principal and interest payments which,
unless we are able to obtain alternative funding, would result in us defaulting and all or part
of the amounts borrowed under the loan facilities becoming immediately due and payable, and
potentially result in a cross default under any other financing arrangements we may enter into,
(b) we may be unable to borrow additional funds as needed on favourable terms or at all, (c)
we may be unable to refinance our indebtedness at maturity or the refinancing terms may be
less favourable than the terms of our current loan facilities, (d) we may default on our
obligations and the lenders or mortgagees may foreclose on the mortgaged properties, or
foreclose on our interests in the entities that own the mortgaged properties and require a
forced sale of those entities, and the relevant entities and our Company will be prohibited from
declaring and making any dividend payments to their shareholders, (e) we are subject to
restrictive covenants in the loan facilities and may be subject to similar or other restrictive
covenants in future loan agreements, which may limit or otherwise adversely affect the
operations of the members of our Group, (f) we may be more vulnerable to adverse general
economic or industry conditions and to increases or potential increases in interest rates, (g)
our flexibility in planning for, or reacting to, changes in our business or the industry in which
we operate may be limited, and (h) we may be restricted from making strategic acquisitions or
taking advantage of business opportunities. If any of these events were to occur, our cash flow,
cash available for paying dividends and making distributions, our ability to satisfy our debt
service obligations, our business, financial condition, results of operations and prospects may
be materially and adversely affected.
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We recorded net current liabilities as at 31 December 2016 and 30 June 2017.

We recorded net current liabilities of HK$16,613 million as at 31 December 2016,
reversing from net current assets of HK$870 million as at 31 December 2015, primarily due to
(i) change of net position from an amount due from our immediate holding company to an
amount due to our immediate holding company of HK$10,354 million, which mostly arose from
amounts we borrowed from our immediate holding company to fund our operations and the
acquisition of our premises at Wheelock House in FY2016; and (ii) a decrease in the amount
due from our immediate holding company in accordance with the treasury arrangements within
the Wharf Group, of which we were a part during the Track Record Period. Our net current
liabilities increased to HK$20,583 million as at 30 June 2017, primarily due to (i) an increase
in the amount due to our immediate holding company which was used for funding part of the
repayment of our loan from our fellow subsidiaries; and (ii) a decrease in bank deposits and
cash, mainly resulting from payment of the construction expenses for The Murray and Suzhou
IFS. There can be no assurance that we will not record a net current liabilities position in the
future, which may materially and adversely affect our business, financial condition, results of
operations and prospects.

If we are unable to collect the full amount of receivables on time from our customers, our
operating results will be adversely affected.

We face the risk that payments may not be paid to us by our customers on time or in full.
Our trade receivables primarily consist of receivables from our hotel operations. Our trade
receivables amounted to HK$456 million, HK$390 million, HK$288 million and HK$275 million
as at 31 December 2014, 2015 and 2016 and 30 June 2017, respectively, and our impairment
losses recognised in respect of trade receivables were nil, HK$3 million, nil and nil for FY2014,
FY2015, FY2016 and 1H2017, respectively. There is no assurance that the financial position
of our customers will remain healthy in the future and that we will be able to collect payments
of receivables from our customers on time and in full. If the financial position of any of our
major customers deteriorates in the future, the risk of default will increase and we may need
to make additional provisions for impairment, which in turn may materially and adversely affect
our business, financial condition, results of operations and prospects.

We may not be able to secure sufficient debt financing and/or refinancing to fund our
required capital expenditure or to support our future strategies or operations.

Under our current loan facilities and under any future debt financing arrangements that
we may enter into, we will be subject to risks normally associated with debt financing and
refinancing. Payments of principal and interest on borrowings may result in us having
insufficient cash resources for our operations. In particular, the interest rates under some of
our current loan facilities are subject to the potential impact of any fluctuation in the Hong Kong
Interbank Offered Rate (“HIBOR”) on interest expenses in the future. See “Other Risks
Relating to our Group — Changes in interest rates may affect our cost of financing and in turn
results of operations.” below for further details.
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We may also need funding to support the operations, working capital and capital
expenditure requirements of our investment properties and hotels, and we may be adversely
affected if we are unable to finance our required working capital or capital expenditure. For
example, our investment properties and hotels will require periodic refurbishment, renovation
and improvement to remain competitive. We may not be able to fund capital improvements
solely from cash from our operating activities. Additional equity or debt financing, or the
refinancing of any debt, is subject to prevailing conditions in the equity and credit markets, and
may not be available on favourable terms or at all. In particular, any further debt financing may
be at a higher cost of funding than our current loan facilities and we cannot guarantee that we
will be able to borrow funds in the amounts we require or on terms that are favourable to us
given our level of indebtedness and the security arrangements under our current loan facilities.
Therefore, our future expansion or any acquisition may be dependent upon our ability to raise
equity capital, which may result in dilution to our Shareholders. Consequently, any inability to
secure sufficient debt financing and/or refinancing may materially and adversely affect our
business, financial condition, results of operations and prospects.

Changes in interest rates may affect our cost of financing and in turn our profit and
results of operations.

Our borrowings which are denominated in Hong Kong dollars form a major source of
financing for our operations. Interest rates on some of our outstanding Hong Kong dollar
denominated borrowings are benchmarked to HIBOR. Any change in interest rates may affect
our financing costs and, ultimately, our profit and results of operations. Hong Kong is also
vulnerable to any rise in U.S. interest rates given the fact that the Hong Kong dollar is pegged
to the U.S. Dollar. Therefore, any rise in U.S. interest rates may cause rates in Hong Kong to
increase, which in turn would lead to higher borrowing costs. As HIBOR is revised on a daily
basis, we cannot assure you that it will not fluctuate. We cannot assure you that banks or other
financial institutions from which we borrow will not raise lending rates in the future. Any
increase in these rates will increase our financing cost and could materially and adversely
affect our business, financial condition, results of operations and prospects.

The appraised value of our properties may be different from the actual realisable value
and is subject to change.

The appraised values of our Valuation Properties are based on assumptions, which are
set out in Appendix Ill, that include elements of subjectivity and uncertainty, and may be
subject to substantial fluctuations. The key assumptions include:

° the title of the properties is good and marketable and that all documentation is
satisfactorily drawn;

° the property interests are not subject to any unusual or onerous covenants,
restrictions, encumbrances or outgoings;
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° in respect of our property interests in the PRC, we have been granted transferable
land use rights for specific terms at nominal value land use fees, and any premiums
payable have already been fully settled;

° the properties are insurable against all usual risks in all respects;

o there is no unidentified adverse ground or soil conditions and that the load bearing
qualities of the site of the properties are sufficient to support the building constructed
or to be constructed;

° the properties are in full compliance with, and without contravention of, any
Ordinances, statutory requirement and notices, and that all required licenses,
permits, certificates, consents, approvals, and authorisation has been obtained,
except for those disclosed to the Property Valuer; and

° the development projects will be completed on time.

In addition, the appraised values of our investment properties as contained in the
Accountants’ Report set out in Appendix | to this listing document are based on assumptions
including their net income allowing for reversionary potential of the properties. The bases and
assumptions adopted in the valuation of investment properties in the Accountants’ Report set
out in Appendix | to this listing document are consistent with those adopted by the Property
Valuer. Even though our property valuers adopted valuation methodologies used in valuing
similar types of properties when preparing the property valuation report, the assumptions
adopted may prove to be incorrect.

Therefore, the appraised value of our properties may be different from their actual
realisable value or a forecast of their realisable value. Unforeseen changes to national and
local economic conditions may affect the value of our property holdings. In particular, the fair
value of our properties could remain stable or decrease in the event that the market for
comparable properties experiences a downturn as a result of global or regional financial crisis.
If any of the assumptions proves to be incorrect and/or the actual realisable value of any of our
properties is significantly lower than its appraised value, our business, financial condition,
results of operations and prospects may be materially and adversely affected.

Our results of operations for each of the years/periods during the Track Record Period
include revaluation adjustments which are unrealised and the future fair value of our
investment properties is likely to fluctuate from time to time.

We have adopted a policy of measuring our investment properties at fair value, as a result
we are required under HKFRS to reassess the fair value of our investment properties at each
reporting date for which we issue financial statements. Under HKFRS, gains or losses arising
from changes in the fair value of our investment properties are included in our combined
statements of profit or loss in the period in which they arise. During the Track Record Period,
the valuations upon which the market values of our investment properties were determined
were based on the income capitalisation approach, under which the estimated net rental
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income to be generated from the investment properties is capitalised at an appropriate rate to
arrive at the value conclusions. A direct comparison approach was also used, under which our
investment properties were directly compared with other comparable properties of similar size,
character and location, in order to provide a fair comparison of capital values. Our investment
properties were revalued by qualified surveyors as at 31 December 2014, 2015 and 2016 and
30 June 2017 on an open market, existing use basis, which reflected market conditions on
each reporting date. Based on such valuation, we recognised the aggregate fair market value
of our investment properties in our combined statements of financial position, and recognised
fair value gains on investment properties in our combined statements of profit or loss. For
FY2014, FY2015, FY2016 and 1H2017, the fair value gains on our investment properties were
HK$27,729 million, HK$5,329 million, HK$1,191 million and HK$478 million, respectively, and
accounted for approximately 75%, 33%, 10% and 7%, respectively, of our profit before
taxation.

Fair value gains or losses do not change our cash position as long as the relevant
investment properties are held by us and, therefore, do not increase or decrease our liquidity
in spite of the increased or decreased profit. Therefore, fair value gains would not generate
any cash flow from which dividends could be paid. The amount of revaluation adjustments has
been, and will continue to be, subject to market fluctuations. Any significant decrease in the
future in the fair value of our investment properties may have a material adverse effect on our
business, financial condition, results of operations and prospects.

We are exposed to foreign exchange risks.

Part of our revenue is in Renminbi and may need to be converted into freely convertible
currencies to pay dividends or make other payments. Under PRC foreign exchange
regulations, payments of current account items, including profit distributions, interest
payments and expenditure from trade, may be made in foreign currencies without prior
approval, subject to certain procedural requirements. However, foreign exchange controls are
imposed on capital account transactions, including repayment of loan principal and return of
direct capital investments and investments in negotiable securities. In the past, there have
been shortages of U.S. Dollars or other foreign currency available for conversion of Renminbi
in the PRC, and it is possible such shortages could recur, or that restrictions on conversion
could be re-imposed. A portion of our operating costs is denominated in Renminbi. Any
devaluation of the Renminbi against foreign currencies will increase the amount of Renminbi
we need to service our obligations denominated in foreign currencies. Accordingly, any
volatility of the Renminbi exchange rate especially against the Hong Kong dollar in the future
may have a material adverse effect on our business, financial condition, results of operations
and prospects.

We may be involved in disputes and legal and other proceedings arising out of our
operations from time to time and may face significant liabilities as a result.

We may be involved in disputes arising out of the leasing, usage, development or sale of

our properties with tenants, residents, residents of surrounding areas, contractors, suppliers,
construction workers, co-investors, joint venture partners, purchasers or other parties. These



RISK FACTORS

disputes may lead to protests, legal or other proceedings and may damage our reputation and
divert our resources and management’s attention. Significant costs may have to be incurred in
defending ourselves in such proceedings whether we succeed or not. If we are not successful
in defending ourselves in such proceedings, we may be liable for damages, the amount of
which may be significant. In addition, we may have disagreements with regulatory bodies in the
course of our operations, which may subject us to administrative proceedings or unfavourable
decrees that may result in liabilities and cause delays to our property developments. We may
also be involved in disputes or legal proceedings in relation to delays in the completion and
delivery of our projects. Any of the above could have a material adverse effect on our business,
financial condition, results of operations and prospects. Further, we have endeavoured to
structure our business in a tax efficient manner. If any of our arrangements is successfully
challenged by the relevant tax authorities, we may incur additional tax liabilities, which could
adversely affect our business, financial condition, results of operations and prospects.

We are exposed to various types of taxes in the jurisdictions in which we operate or have
a presence.

As our operations are primarily based in Hong Kong and the PRC, the income and gains
derived by us are primarily exposed to tax laws in Hong Kong and the PRC. In addition, the
current PRC tax system has been reformed such that the business tax, which is a tax on
revenue without accounting for input tax credits, has been replaced by value-added tax.
Pursuant to the “Notice on Overall Implementation of the Pilot Program of Replacing Business
Tax with Value-added Tax” ([ 4 I 4 BH /& 380 loo (B8 3 BE 19 48 K1) (Cai Shui [2016] No. 36)
issued on March 23, 2016 (“Circular 36”) by the Ministry of Finance (“MOF”) and PRC State
Administration of Taxation (“SAT”), effective from 1 May 2016, PRC tax authorities have
started imposing value-added tax on revenues from all business tax payers including those in
the construction industry, real estate industry, finance industry and consumer service industry,
replacing the business tax. Since the issuance of Circular 36, a series of tax circulars to clarify
the uncertain treatments relating to different industries concerned have been issued
subsequently. However, details of concrete measures are still being formulated in accordance
with Circular 36. We are still in the process of assessing the comprehensive impact of the new
value-added tax regime on our tax burden, our revenues and results of operations, which
remain uncertain. While we intend to manage our tax situation in these jurisdictions efficiently
and to ensure compliance with the applicable tax rules and regulations, there can be no
assurance that the estimated tax outcome will be achieved. In addition, the level of taxation in
these jurisdictions is subject to changes in laws and regulations as well as changes in the
application of existing laws and regulations by tax authorities, and such changes may lead to
an increase in our effective tax rates. We will also be subject to taxes in any new jurisdictions
in which we acquire and/or develop properties, and similar risks will apply in respect of such
taxes. All of these factors may materially and adversely affect our business, financial
condition, results of operations and prospects.
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Any adverse media reports about us or our properties, whether substantiated or not,
may cause harm to our reputation.

As a major property owner in Hong Kong, information about us or our projects appears
frequently in various media outlets. Some of these media reports contain inaccurate
information about our Company and our projects. There can be no assurance that there will not
be false, inaccurate or adverse media reports about us or our projects in the future. In
particular, we may be required to respond or take defensive and remedial actions with regard
to such inaccurate or adverse media reports, which may adversely divert our resources and
our management’s attention and may materially and adversely affect our business, financial
condition, results of operations and prospects.

Failures or breakdowns in our information and technology systems may interrupt our
business operations.

We use modern information and technology systems to control and manage our
operations. These information and technology systems are intended to enable us to improve
efficiency and monitor and control our operations and are fundamental to ensuring that we
maintain our competitiveness in our industry. Our information systems are vulnerable to
damage or interruption from circumstances beyond our control, including but not limited to,
fire, power loss, hardware failure, software program error, back-up data failure,
telecommunications failure, computer viruses, human error, hacking and break-in and other
similar events. Any failure or breakdown in these systems could interrupt our normal business
operations and result in a significant decrease in operational and management efficiency
during such failure or breakdown. Recovery from such disasters may result in lost data as a
result of such malfunction and disruption. In addition, precautionary measures may only be
partly, if at all, successful. Any prolonged failure or breakdown could dramatically impact our
ability to manage our properties and offer services to our customers, which may materially and
adversely affect our business, financial condition, results of operations and prospects.

Our success depends on the continued services of our Executive Directors, our senior
management team and personnel.

Our success depends on the continued services provided by our Executive Directors,
senior management team and other personnel. Competition for experienced and suitable
personnel is intense in the property sector. If members of our core management team leave us
and we are unable to find suitable replacements, our business could be adversely affected. In
addition, as we continue to expand our business, we will need to employ, train and retain more
personnel. If we cannot attract, train and retain experienced and suitable personnel, our
business, financial condition, results of operations and prospects may be materially and
adversely affected.
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Our Controlling Shareholders have substantial control over our Company and their
interests may not be aligned with the interests of the other Shareholders.

Prior to and immediately following completion of the Spin-off, our Controlling
Shareholders will remain the controlling shareholders of our Company with substantial control
over its issued share capital. Subject to the Memorandum and Articles of Association of our
Company and the Cayman Companies Law, Wheelock, by virtue of its controlling beneficial
ownership of the share capital of our Company, will be able to (i) exercise significant control
and (ii) exert significant influence over our business or other matters of significance to us by
voting at our general meetings, including:

o election of Directors;

° amount and timing of dividend payments and other distributions;

° acquisition of or merger with other entities;

° overall strategic and investment decisions;

° issuance of securities and adjustments to our capital structure; and

o amendments to the Articles of Association.

The interests of our Controlling Shareholders may differ from the interests of other
Shareholders and they are free to exercise their votes according to their interests. To the
extent the interests of our Controlling Shareholders conflict with the interests of other
Shareholders, the interests of other Shareholders can be disadvantaged and harmed.

Our future dividend payments will be subject to the discretion of the Board.

The amount of any dividends that our Company may declare and pay in the future will be
subject to the discretion of the Board and will be based upon our earnings, cash flow, financial
condition, capital requirements, distributable reserves and any other conditions that our
Directors deem relevant. The payment of dividends may also be limited by legal restrictions
and by financing agreements that we may enter into from time to time. The amounts of
distributions that any company within our Group or Wharf has declared and made in the past
are not indicative of the dividends that our Company may pay in the future.

RISKS RELATING TO THE SPIN-OFF

There is no existing public market for our Shares and their liquidity and market price
may fluctuate.

Prior to the completion of the Spin-off, there has not been any public market for our

Shares. Our Company has applied for the listing of, and permission to deal in, our Shares on
the Stock Exchange. The Listing, however, does not guarantee that an active trading market
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for our Shares will develop or, if it does develop, that it will be sustained following completion
of the Spin-off or that the market price of our Shares will not fluctuate following completion of
the Spin-off. In addition, we cannot assure you that the Listing will result in the development
of an active and liquid public trading market for our Shares. Furthermore, the price and trading
volume of our Shares may be volatile. Factors such as the following may affect the volume and
price at which our Shares will trade:

° actual or anticipated fluctuations in our results of operations;

° news regarding recruitment or loss of key personnel by us or our competitors;

° announcements of competitive developments, acquisitions or strategic alliances in
our industry;

o changes in earnings estimates or recommendations by financial analysts;

° potential litigation or regulatory investigations;

° general economic, market or regulatory conditions or other developments affecting
us or our industry;

° the level of tourism in Hong Kong or the amount or pattern of spending by tourists;

° the operating and stock price performance of other companies, other industries and
other events or factors beyond our control;

o release of lock-up or other transfer restrictions on the outstanding Shares or sales
or perceived sales of Shares by our Controlling Shareholders or other Shareholders;

° reduction or restriction of financing for the property industry; and

° announcements of new projects or land acquisitions by us or our competitors.

You should note that the stock prices of companies in the property industry have
experienced wide fluctuations. Such wide market fluctuations may adversely affect the market
price of our Shares. In addition, the securities markets have from time to time experienced
significant price and volume fluctuations that are not related to the operating performance of
particular companies. These market fluctuations may materially and adversely affect the
market price of our Shares.
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Shareholders’ interests in our Company’s share capital may be diluted in the future.

In order to expand our business, we may consider offering and issuing Shares or
equity-linked securities in the future, which may result in a dilution in our net tangible book
value or earnings per Share. In addition, the Board has been granted an unconditional general
mandate to issue Shares with an aggregate nominal value of not more than 20% of the
aggregate nominal value of the ordinary share capital immediately following the Spin-off as
described in “Share Capital”.

U.S. Holders may be subject to U.S. federal income tax on the receipt of Shares pursuant
to the Distribution.

No statutory, judicial or administrative authority directly addresses how the Distribution
should be treated for U.S. federal income tax purposes. In particular, the application of U.S.
federal income tax laws to demergers and similar transactions governed by non-U.S. corporate
law is unclear. Our Company has not conducted the detailed and complex U.S. federal income
tax analysis required to determine whether the distribution of Shares pursuant to the
Distribution may qualify as a transaction to which Section 355 of the Internal Revenue Code
of 1986, as amended (the “Code”) applies.

If the issue of Shares pursuant to the Distribution does qualify as a Section 355
Transaction, however, and if the receipt of the Shares is a reorganisation to which Section
368(a) of the Code applies, then, subject to the discussion of passive foreign investment
company (“PFIC”) rules below. Generally, the following tax consequences should be applicable
to a U.S. Holder (as defined in “Certain U.S. Federal Income Tax Considerations” in Appendix
VI) receiving Shares in the Distribution upon receipt of the Shares:

o the U.S. Holder should not recognise any income, gain or loss upon the receipt of
Shares,

° the U.S. Holder should apportion its tax basis in the Wharf Shares between such
Wharf Shares and the Shares received in the Distribution in proportion to the relative
fair market value of the Wharf Shares and the Shares on the date on which the
Shares are distributed, and

° the U.S. Holder should have a holding period for the Shares that includes the period
during which the U.S. Holder held the Wharf Shares.

It is possible that the distribution of the Shares pursuant to the Distribution does not
qualify under Section 355 and section 368(a) of the Code (the “Alternative Treatment”). If the
Alternative Treatment applies, subject to the PFIC rules described below and described in
“Certain U.S. Federal Income Tax Considerations — Ownership of the Shares — PFIC
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Considerations Relevant to Owning the Shares”, a U.S. Holder receiving Shares in the
Distribution generally should have the following tax consequences upon receipt of the Shares:

° the U.S. Holder would be required to treat the distribution of Shares pursuant to the
Distribution as a dividend in a U.S. Dollar amount equal to the fair market value of
the Shares on the date of receipt;

o the U.S. Holder would take a tax basis in the Shares equal to the U.S. Dollar amount
included in income as a dividend and would have a holding period in the Shares that
begins with the effective date of the Distribution; and

o the U.S. Holder should treat the dividend generally as from sources outside the
United States for foreign tax credit purposes.

Our Company also has not conducted the detailed and complex U.S. federal income tax
analysis required to determine whether our Company or Wharf has previously been a PFIC
during the holding period of any U.S. Holder, or will be a PFIC in the current year or future
years. The application of the PFIC rules to the distribution of the shares pursuant to the
Distribution if the Shares or Wharf Shares are or have previously been during the holding
period of any U.S. Holder treated as shares of a PFIC is not fully described herein but could
materially and adversely change the consequences to a U.S. Holder summarised above. It
could also have material adverse consequences for an owner of Shares following the
Distribution. The application of the proposed regulations §1.1291-6 to the Distribution is
complex. U.S. Holders should therefore consult their tax advisors as to the application of the
PFIC rules in the event that the Wharf Shares and/or the Shares received in the Distribution
were treated as shares of a PFIC.

For further detail on the U.S. federal income tax treatment on the receipt of Shares
pursuant to the Distribution, see “Certain U.S. Federal Income Tax Considerations” in
Appendix VI to this listing document. Investors should consult their own tax advisers about the
U.S. federal income tax consequences of participating in the Distribution and acquiring,
owning and disposing of Shares.

There is uncertainty regarding taxation with respect to the indirect transfer of equity
interests in PRC resident enterprises.

The SAT issued the Circular on Several Issues Relating to Corporate Income Tax on
Gains from Indirect Transfer of Assets by Non-resident Enterprises (B it JF Ji E 1> 2 [ 12 58 fA
FE A LTS T R E R A 45) (“Bulletin 77) on 3 February 2015, which sets out the rules of
taxation under the circumstance when a non-PRC resident enterprise indirectly transfers the
equity interests of a PRC resident enterprise by disposing of its equity interests in a non-PRC
holding company directly or indirectly holding the equity interests of a PRC resident enterprise
(the “Indirect Transfer”). Pursuant to Bulletin 7, the transferor, the transferee or the
underlying PRC resident enterprise being transferred could report the Indirect Transfer
transaction to the PRC tax authority voluntarily.
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Based on the “substance over form” principle, if a PRC tax authority considers that the
Indirect Transfer lacks bona fide commercial purpose and thus regarded as avoiding PRC tax,
it may disregard the existence of the non-PRC holding company, deem the Indirect Transfer as
the direct transfer of equity interests of a PRC resident enterprise and impose PRC Enterprise
Income Tax (“EIT”) on the attributable capital gain. Bulletin 7 stipulates detailed guidelines on
the circumstances when such Indirect Transfer is considered to lack a bona fide commercial
purpose and thus regarded as avoiding PRC tax. Furthermore, if the Indirect Transfer is
subject to EIT, the transferee has an obligation to withhold tax from the sale proceeds and the
transferor shall pay tax directly when the transferee fails withholding enough tax. The EIT
payable is 10% of the attributable capital gain if the transferor is a non-PRC resident (and may
be 25% if the transferor is deemed as PRC tax resident).

Whether Bulletin 7 would apply to the indirect transfer of equity interests in PRC resident
enterprises that would be undertaken by our Group under the Reorganisation depends on the
ultimate determination of the PRC tax authorities. If Bulletin 7 is applicable to such
transactions, our business, financial condition, results of operations and growth prospects may
be materially and adversely affected.

Shareholders and investors could face difficulties in protecting their interests because
our Company is incorporated under the laws of the Cayman Islands and these laws could
provide different protections to minority Shareholders than the laws of Hong Kong.

Our corporate affairs are governed by the Memorandum and the Articles and by the
Companies Law and common law of the Cayman Islands. The laws of the Cayman Islands
relating to the protection of the interests of minority shareholder could differ in some respects
from those established under statutes or judicial precedent in existence in Hong Kong. Such
differences could mean that the minority Shareholders could have different protections from
those they would have under the laws of Hong Kong.

We cannot guarantee the accuracy of certain facts and statistics contained in this listing
document.

Certain facts and statistics in this listing document, including those relating to Hong Kong
and the PRC, their respective economies and their respective real estate industries have been
derived from various official government and other publications generally believed to be
reliable. We believe that the sources of such information are appropriate sources for such
information and have taken reasonable care in extracting and reproducing such information.
We have no reason to believe that such information is false or misleading in any material
respect or that any fact has been omitted that would render such information false or
misleading in any material respect. The information has not been independently verified by us
or any of the Relevant Persons and no representation is given as to its accuracy. Due to
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possibly flawed or ineffective collection methods or discrepancies between published
information and market practice, the facts and statistics in this listing document may be
inaccurate or may not be comparable to facts and statistics produced with respect to other
economies. Further, we cannot assure you that they are stated or compiled on the same basis
or with the same degree of accuracy (as the case may be) in other jurisdictions. Therefore, you
should not unduly rely upon the facts and statistics contained in this listing document.

You should read this entire listing document carefully and we strongly caution you not
to place any reliance on any information contained in press articles or other media
regarding us and the Spin-off.

Prior to the publication of this listing document, there has been press and media coverage
regarding us and the Spin-off. Such press and media coverage included certain operational
information, financial information, financial projections, valuations and other information about
us that are not contained in this listing document. There may continue to be additional press
and media coverage on us and the Spin-off. We do not accept any responsibility for any such
press or media coverage or the accuracy or completeness of any such information. We make
no representation as to the appropriateness, accuracy, completeness or reliability of any such
information or publication. To the extent that any such information appearing in publications
other than this listing document is inconsistent or conflicts with the information contained in
this listing document, we disclaim it, and accordingly, you should not rely on any such
information.
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DIRECTORS AND PARTIES INVOLVED IN THE SPIN-OFF

DIRECTORS

Name

Address

Nationality

Chairman, Executive Director
and Managing Director

Mr. Ng Tin Hoi Stephen
(5 K JeAE)
Vice Chairman and Executive

Director

Ms. Lee Yuk Fong Doreen
(FEFH L)

Executive Directors

Ms. Leng Yen Thean
(Ve # e e 1)

Mr. Leung Kai Hang
(RRCF B

2A, Trafalgar Court
70 Tai Hang Road
Hong Kong

Flat B1, 1/F., Block 1

Mount Trio Court

No. 1 Hok Yu Lane, Homantin
Kowloon

Hong Kong

Flat E, 40/F

Tower 2, Sorrento

1 Austin Road, West Kowloon
Kowloon

Hong Kong

Flat D, 7th Floor
Tower 2, The Wings
9 Tong Yin Street
Tseung Kwan O
Hong Kong
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DIRECTORS AND PARTIES INVOLVED IN THE SPIN-OFF

Name Address Nationality
Independent Non-executive
Directors
Mr. Au Siu Kee Alexander Flat B, 9th Floor, Tower 1 British
(R FE R E) 1 Po Shan Road
Hong Kong
Mr. Andrew James Seaton Apt 2339, 23/F British
(BZEA) Tower 5, Parkview
88 Tai Tam Reservoir Road
Hong Kong
Mr. Richard Gareth Williams Flat B, 20/F British
(FEHAF ) Sherwood Court
17 Mosque Junction
Hong Kong
Professor Yeoh Eng Kiong Room A, 18/F, Tower Il Chinese

(Bik B #4%), GBS, JP

Ruby Court, 55 South Bay Road
Repulse Bay
Hong Kong

For more information on our Directors, see “Directors and Senior Management”.
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PARTIES INVOLVED IN THE SPIN-OFF

Joint Sponsors HSBC Corporate Finance (Hong Kong) Limited
1 Queen’s Road Central
Hong Kong

Somerley Capital Limited
20th Floor, China Building
29 Queen’s Road Central

Hong Kong

Legal Advisers to our Company As to Hong Kong laws
Deacons
5th Floor, Alexandra House
18 Chater Road
Hong Kong

As to PRC laws

Jingtian & Gongcheng

34th Floor, Tower 3, China Central Place
77 Jianguo Road

Beijing, PRC

As to Cayman lIslands laws
Conyers Dill & Pearman
Cricket Square

Hutchins Drive

PO Box 2681

Grand Cayman KY1-1111
Cayman lIslands

Legal Advisers to the Joint As to Hong Kong and U.S. laws
Sponsors Freshfields Bruckhaus Deringer
11th Floor, Two Exchange Square
Hong Kong

As to PRC laws

King & Wood Mallesons
17th Floor, One ICC

999 Huaihai Zhong Road
Shanghai, PRC
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Auditors and Reporting
Accountants

Property Valuer

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

Knight Frank Petty Limited
4th Floor, Shui On Centre
6-8 Harbour Road

Wanchai, Hong Kong



CORPORATE INFORMATION

Registered Office

Headquarters and Principal Place
of Business in Hong Kong

Authorised Representatives

Company Secretary

Audit Committee

Remuneration Committee

Nomination Committee

Compliance Adviser

Cayman Islands Principal Share
Registrar and Transfer Agent

Cricket Square

Hutchins Drive

PO Box 2681

Grand Cayman KY1-1111
Cayman lIslands

16th Floor, Ocean Centre
Harbour City, Canton Road
Kowloon, Hong Kong

Mr. Ng Tin Hoi Stephen (% KifF5E4)
2A, Trafalgar Court

70 Tai Hang Road

Hong Kong

Mr. Hui Chung Ying Kevin (#F{h8:%E), FCCA, CPA
Flat D, 8/F., Block 2

Mandarin Court

138 Argyle Street, Ho Man Tin, Kowloon

Hong Kong

Mr. Hui Chung Ying Kevin (#FflBt5E4E), FCCA, CPA

Mr. Au Siu Kee Alexander (B2 5c4:) (Chairman)
Mr. Richard Gareth Williams (& {5 /4:)
Professor Yeoh Eng Kiong (#7k i #4%), GBS, JP

Mr. Au Siu Kee Alexander (k& 5c4:) (Chairman)
Mr. Ng Tin Hoi Stephen (% Kiff Jc4:)
Mr. Andrew James Seaton (E%T5E4E)

Mr. Ng Tin Hoi Stephen (& Kifg5E4:) (Chairman)
Mr. Au Siu Kee Alexander ([ Z& 3 /e 4:)
Professor Yeoh Eng Kiong (#7k # #4%), GBS, JP

Somerley Capital Limited

Conyers Trust Company (Cayman) Limited
Cricket Square

Hutchins Drive

PO Box 2681

Grand Cayman KY1-1111

Cayman lIslands

Hong Kong Branch Share Registrar Tricor Investor Services Limited

Level 22, Hopewell Centre
183 Queen’s Road East
Hong Kong
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Principal Banker The Hongkong and Shanghai Banking
Corporation Limited
1 Queen’s Road Central
Hong Kong

Company Website www.wharfreic.com
(A copy of this listing document will be available on our
Company’s website. Except for information contained
in this listing document, none of the other information
on our Company’s website forms part of this listing
document)
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HISTORY AND CORPORATE STRUCTURE

OUR HISTORY AND DEVELOPMENT

Our predecessor, Wharf, was founded in 1886 in Hong Kong and developed into one of
the largest local real estate companies in Hong Kong with a proven track record in developing,
investing and operating iconic properties at strategic locations in Hong Kong. Our Group was
established to focus on ownership and operation of investment properties of substantial scale
in Hong Kong.

KEY MILESTONES

Our key milestones are as follows:

Year Event

1966 ........ Opening of Ocean Terminal (now part of Harbour City) located in Tsim Sha
Tsui, Hong Kong

1969 ........ Opening of the Marco Polo Hongkong Hotel located in Tsim Sha Tsui, Hong
Kong

1971 ..., Listing of HCDL on the Main Board of the Stock Exchange

1977 ........ Opening of Ocean Centre (now part of Harbour City) located at Tsim Sha
Tsui, Hong Kong

1983 ........ Opening of Prince Hotel located in Tsim Sha Tsui, Hong Kong

1994 . ....... Opening of Times Square, which was transformed from the Causeway Bay
tram depot

Opening of the Gateway Hotel located in Tsim Sha Tsui, Hong Kong

1997 ... .. Opening of Plaza Hollywood located in Kowloon East, Hong Kong

2013 ........ Acquisition of the former Murray Building in Central, Hong Kong (which is
under conversion to a hotel, The Murray) by HCDL

2014 ....... Acquisition of Crawford House

2016........ Acquisition of our premises at Wheelock House

REORGANISATION

The Spin-off is a demerger effecting the separation of the Wharf Group’s Hong Kong
property investment business from its other businesses.

Reorganisation Steps
In preparation for the Spin-off, we have implemented various reorganisation steps. See

“Appendix VII — General Information — Further Information About Our Group — 6.
Reorganisation”.
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CORPORATE STRUCTURE
Corporate structure prior to Reorganisation

The simplified corporate and beneficial shareholding structure of our Group prior to the
Reorganisation is as follows:
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100%

Wheelock Investments
Limited

[100%

[ I

High Fame WF Investment Lynchpin Others
[8.26% [44.97% .36% 38.41%
100% |
Other
subsidiaries
WEL of Wharf
Group
100% 100% 100% 100%
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N Plaza Hollywood Wheelock House and Ltd Ld Ld
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Hotel The Prince Suﬁsllg_larles
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Corporate structure immediately following completion of the Spin-off

Immediately following completion of the Spin-off, the simplified corporate and beneficial
shareholding structure of our Group will be as follows:

Wheelock

| 100%

Wheelock Investments
Limited

[ 100%
[ I 1

High Fame WF Investment Lynchpin Others
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100% 100% 100% [ |
Subsidiaries Subsidiaries holding WharfREIC Harriman Wharf REIC
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INDUSTRY OVERVIEW

The information and statistics in this section, unless otherwise indicated, are derived
from various private and official governmental publications and publicly available sources.
We believe that the information and statistics are derived from appropriate sources and
reasonable care has been taken by our Directors in extracting and reproducing such
information and statistics. We have no reason to believe that such information and statistics
are false or misleading or that any fact has been omitted that would render such information
and statistics false and misleading. The information set out in this section has not been
independently verified by our Company or any of the Relevant Persons and none of them
gives any representations as to its accuracy and the information should not be relied upon
in making, or refraining from making, any investment decision.

Source of Information

This listing document cites materials prepared by the Hong Kong Census and Statistics
Department, the Hong Kong Trade Development Council, the Hong Kong Tourism Board, the
Hong Kong Rating and Valuation Department, the National Bureau of Statistics of China, the
Economist Intelligence Unit (EIU) macroeconomic data, BMI macroeconomic forecasts and
CEIC Data Company Ltd. macroeconomic data. None of our Company or any of the Relevant
Persons has commissioned any of the materials prepared by these research sources for use
as citations in this listing document. The materials we have used are widely available periodic
publications and/or data complications by the respective research sources. The parametres
and assumptions used by researchers in compiling the reports are based on their own in-house
standards.

Our Directors confirm that, after due enquiry, there has been no material adverse change
in the market information since the issue date of the sources referred to above which may
qualify, contradict or adversely impact the information contained in this section.

Hong Kong Real Estate Market Overview

Due to Hong Kong’s geographic location, its well established legal system and its
importance as a gateway to China, Hong Kong is one of the world’s leading financial and
trading centres. Being a free market economy, the city is highly integrated with and aligned to
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global business conditions. Hong Kong’s economy has grown moderately over the past five
years, with its nominal and real GDP having increased at a CAGR of 5.1% and 2.5%
respectively over that period.

2012 2013 2014 2015 2016 2017E

Nominal GDP

(HKS$ billion) .......... 2,037 2,138 2,260 2,398 2,489 2,626
Nominal GDP growth (%) . 5.3 5.0 5.7 6.1 3.8 5.5
Real GDP (HK$ billion) . . . 2,133 2,199 2,260 2,314 2,359 2,421
Real GDP growth (%) .. .. 1.7 3.1 2.8 2.4 1.9 2.6
Per capita GDP (HK$).... 284,720 297,503 312,082 328,293 338,806 354,685
Median household income

(USS). ... 54,820 57,450 59,550 61,890 63,180 65,490
CPI(%)................ 4.1 4.3 4.4 3.0 2.4 1.7
Total value of retail sales

(HK$ billion) .......... 445.5 494.5 493.2 475.2 436.6 218.4(Note)
Total value of retail sales

y-0-y growth (%)....... 9.8 11.0 (0.2) 3.7 (8.1) (0.7)
Tourist arrivals (000

persons) ............. 48,615 54,299 60,839 59,308 56,655 NA

Source: Hong Kong Census and Statistics Department for 2012-2016 historical data (except for tourist arrival
numbers), EIU Estimates for 2017E data, Hong Kong Tourism Board for tourist arrival numbers (2012-2016)

Note: Represents total value for January to June 2017; no full year forecast data is available.

Hong Kong experienced economic growth in 2016, with an overall year-on-year increase
in real GDP of 1.9%. The growth of private consumption expenditure slowed to 1.6% for 20186,
from 4.8% for 2015, whereas growth in investment expenditure decreased to 0.5% for 2016,
from 3.2% for 2015. As to the external sector, exports of goods grew by 1.7% in 2016,
compared to a decline of 1.7% in 2015, while exports of services declined by 3.1% in 2016,
compared to marginal growth of 0.3% in 2015. According to the Hong Kong Trade Development
Council, for 2017, the external environment is expected to improve whereas domestic demand
will continue to be supported by the largely stable income and employment conditions.
Economic growth is expected to continue in the near future, with the EIU forecasting a 2.6%
increase in real GDP in 2017.

The labour market remained stable during 2016 and improved slightly in late 2016, as the
Hong Kong economy continued to benefit from its position as an international financial centre.
According to the Hong Kong Census and Statistics Department, the seasonally adjusted
unemployment rate remained steady at 3.4% for the period between September 2015 and
October 2016, before falling to 3.3% for the period between November 2016 and January
2017.
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Visitor arrivals in Hong Kong registered a 4.5% year-on-year decline in 2016, driven by
a decrease in visitors from China. In 2016, China registered the largest visitor decline
compared to other short haul markets, long haul markets and new markets (which include
India, Gulf Cooperation Council Markets, Russia, Netherlands and Vietnam), with a 6.7%
year-on-year decline, due in substantial part to a devaluation of the Renminbi leading to
weaker consumer spending. China nevertheless still accounted for 75.5% of Hong Kong’s total
visitor arrivals. Non-China short haul markets registered a year-on-year growth of 4.3%, due
to strong travel from South Korea, Indonesia, the Philippines and Thailand. Visitor arrivals
recovered in the first six months of 2017, with total visitor arrivals to Hong Kong achieving a
2.4% period-on-period increase. Arrivals from non-China short haul markets registered the
largest growth, with a 5.2% period-on-period increase, while Mainland and overall non-China
long-haul visitor arrivals achieved 2.3% and 0.6% year-on-year increases respectively.

In the beginning of 2016, consumer spending fell in Hong Kong as consumer spending by
China visitors fell largely as a result of a devaluation in the Renminbi, and spending recovered
slightly in late 2016 during the holiday season, before falling again in February 2017. Retail
spending totaled HK$218.4 billion in the first six months of 2017, representing a
period-on-period decrease of 0.6% from HK$219.7 billion for the same period in 2016.
However, retail sales are expected to recover due to the celebration of the 20th anniversary
of the resumption of China’s sovereignty over of Hong Kong and an increase in visitors
expected from South Korea in the second half of 2017.

According to forecasts by the EIU, per capita disposable income in Hong Kong is high by
international standards, and continued to grow in 2016 with a 3.6% year-on-year increase.
Monthly per capita disposable income for Hong Kong was approximately HK$143,950 at the
end of 2016, substantially higher than China, and comparable to the level of many developed
countries around the world.

As one of the world’s leading financial and trading centres, Hong Kong is highly integrated
with the global business cycle. As a result, persistent uncertainties in the global outlook and
financial markets due to factors such as potential interest rate increases, the proposed exit of
the United Kingdom from the European Union (Brexit), a more nationalistic and protectionist
U.S. government administration, monetary policy divergence as well as refugee and terrorist
issues around the world, has had, and may continue to have, an impact on the Hong Kong
economy including the real estate market. Global uncertainties may limit companies’ relocation
and expansion plans, affecting demand and rental rates for office and retail space in Hong
Kong, and also cause uncertainty throughout the hospitality sector. However, the limited
supply of prime offices and retail assets is expected to limit any potential impact on occupancy
and rental rates.

Hong Kong Retail Property Market Overview

According to the Hong Kong Property Review 2017 issued by the Hong Kong Rating and
Valuation Department, the retail sector consisted of approximately 119.8 million sq.ft of stock
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at the end of 2016. Although the stock of the retail sector is of a similar size to the office sector,
it has a greater spread in geographic locations, with 29% of the total space being on Hong
Kong Island, 41% in Kowloon and 30% in the New Territories. By the end of 2017, private retail
stock was anticipated to increase by 1.1% to approximately 121.2 million sq.ft.

New retail completions in 2016 totalled approximately 1.3 million sq.ft, with 21% and 29%
of the completions in Hong Kong Island and Kowloon respectively. The Hong Kong Property
Review 2017 also forecasts that new retail completions will be approximately 1.4 million sq.ft
and approximately 1.8 million sq.ft in 2017 and 2018 respectively. The majority of new
completions in 2017 are expected to be contributed mainly from the following districts in Hong
Kong: Tsuen Wan (23%), Central and Western (12%), and Yau Tsim Mong (the districts of Yau
Ma Tei, Tsim Sha Tsui and Mong Kok) (11%). In 2018, the main source of contribution is
expected to be from Yau Tsim Mong (30%), Sai Kung (15%) and Sham Shui Po (14%).

The retail sector was impacted by a decrease in visitor numbers from China and emerging
markets over the past two years. According to the Hong Kong Rating and Valuation
Department, vacancy rates increased to 9.0% in 2016 from 6.9% in 2012, with a negative
take-up of 452,084 sq.ft in 2016.

Rental and Price indices for retail sector
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As regards the rent of retail properties, according to the Hong Kong Rating and Valuation
Department, the retail property rental index increased by 29.6% from January 2012 to June
2017. In the first six months of 2017, the retail property rental index continued to climb,
reflecting the moderate recovery and growth in consumer spending. The retail property rental
index in June 2017 increased by 2.2% as compared to the same index in June 2016. According
to the Hong Kong Rating and Valuation Department, the average monthly rental for retail space
in Hong Kong Island, Kowloon and New Territories in June 2017 was HK$135.4, HK$125.6 and
HK$132.2 per sq.ft, respectively.

As regards the selling price of retail properties, according to the Hong Kong Rating and
Valuation Department, the private retail property price index recorded a year-on-year growth
of 4.6% from June 2016 to June 2017. The average sale prices for private retail space in Hong
Kong Island, Kowloon, and New Territories in June 2017 were HK$51,891.1, HK$33,343.6, and
HK$39,645.0 per sq.ft, respectively.

Retail Property Sub-markets in Tsim Sha Tsui and Causeway Bay

Tsim Sha Tsui (where Harbour City is located) and Causeway Bay (where Times Square
is located) are two of the major shopping areas in Hong Kong highlighted by the Hong Kong
Tourism Board. Both areas offer a full range of malls, department stores and shopping streets.

Tsim Sha Tsui

Within Tsim Sha Tsui, there are multiple shopping spots, including (i) the Canton Road
area, (ii) the Nathan Road area and (iii) the Tsim Sha Tsui East area. Harbour City is situated
on Canton Road next to Victoria Harbour. Nathan Road, a main road in the Kowloon peninsula
that goes in a south-north direction from Tsim Sha Tsui to Sham Shui Po, is another popular
area for shopping. Tsim Sha Tsui East is also known for shopping, entertainment and tourist
attractions. These shopping spots include shops operated by the same brands within Harbour
City and/or by other brands that may compete with the shops in Harbour City.

The above shopping spots within Tsim Sha Tsui are conveniently located near Tsim Sha
Tsui MTR Station or East Tsim Sha Tsui MTR Station. Public transport access is also available
by bus, minibus and ferry.

Other shopping malls located in Tsim Sha Tsui include 1881 Heritage, China Hong Kong
City, iISQUARE, K11, Mira Place, The One, Tsim Sha Tsui Centre and Empire Centre.

Causeway Bay

There are a multitude of retail properties and shopping streets in Causeway Bay, typically
connected to or located within walking distance from Causeway Bay MTR Station. Public
transport access is also available by bus, minibus and tram.
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Russell Street in the southwest side of Causeway Bay is one of the most expensive luxury
shopping streets in the world. It is next to the Causeway Bay MTR Station, which directly
connects to Times Square underground. Other popular shopping spots in Causeway Bay
include areas on (i) Hennessey Road; (ii) Great George Street and Peterson Street in the east;
(iii) Jaffe Road and Lockhart Road; and (iv) Hysan Avenue and Yun Ping Road in the south.
These shopping spots include shops operated by the same brands within Times Square and/or
by other brands that may compete with the shops in Times Square.

Other shopping malls located in Causeway Bay include Fashion Walk, Hysan Place, Lee
Gardens One & Two, Lee Theatre, SOGO and wtc more.

Hong Kong Office Property Market Overview

According to the Hong Kong Property Review 2017 issued by the Hong Kong Rating and
Valuation Department, private office stock at the end of 2016 amounted to approximately 124.1
million sq.ft, of which approximately 79.6 million sq.ft or 64.1% consisted of Grade A office
space. Hong Kong Island remains the largest source of Grade A office space, accounting for
51% of the stock, while Kowloon and the New Territories accounted for 37% and 12%
respectively. The Hong Kong Rating and Valuation Department has forecast new completions
of Grade A office space in 2017 of approximately 2.7 million sq.ft.

Given the limited supply of land in Hong Kong, Grade A office supply has historically been
limited and restricted particularly to Central, the prime central business district in Hong Kong.
By the end of 2017, private office space is anticipated to increase by 3.0 million sq.ft or 2.4%
to approximately 127.1 million sq.ft, of which approximately 82.2 million sq.ft or 64.7% is
anticipated to consist of Grade A office space, with Kwun Tong to provide 54% of new stock.
In 2018, Grade A office completions are forecast by the Hong Kong Rating and Valuation
Department to be approximately 1.1 million sq.ft, of which the new supply will be concentrated
in the Eastern district which will account for 71% of the estimated completions.

Rental and Price indices for Grade A offices
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Source: Hong Kong Rating and Valuation Department

Primarily as a result of strong demand and relatively limited supply, Hong Kong Grade A
office rental rates have grown significantly over the past few years despite a significant
adjustment due to the global financial crisis. The Grade A office building rental index increased
by 29.0% from January 2012 to June 2017 according to the Hong Kong Rating and Valuation
Department. Due primarily to the limited supply of Grade A offices for sale and low interest
rates, the Grade A office building price index also increased by 48.2% during the same period.
In the first six months of 2017, the monthly Grade A office building rental index continued to
climb, reflecting strong demand still for premium office space in a resilient economy. The
Grade A office building rental index in June 2017 saw a 4.0% increase as compared to the
same index in June 2016. According to the Hong Kong Rating and Valuation Department, the
average monthly rentals for Grade A offices in Central, Wan Chai/Causeway Bay and Tsim Sha
Tsui in June 2017 were HK$107.2, HK$72.0 and HK$49.4 per sq.ft respectively.

The chart below sets out the completion, take-up, vacancy rates and total stock of Grade
A Offices.

Grade A office Completions, Take-up and Vacancy

(’000s sq.ft.) 2012 2013 2014 2015 2016

Completions. ............... 1,116 1,042 26 1,333 1,530
Take-up. . ....... ... ... ..... 1,439 130 1,251 160 1,165
Vacancy ................... 4,498 5,409 4,899 6,004 6,372
Vacancy % .. ... ... 6.1% 7.2% 6.4% 7.8% 8.0%
Total stock . ................ 74,252 75,303 76,004 77,280 79,552

Source: Hong Kong Rating and Valuation Department
Hong Kong Hospitality Market Overview

According to the Hong Kong Monthly Digest of Statistics published by the Hong Kong
Census and Statistics Department, there were a total of 74,868 hotel rooms in Hong Kong as
at 31 December 2016, reflecting a CAGR of approximately 2.7% from a total of 67,394 hotel
rooms as at 31 December 2012. Overall performance in the hotel industry, which can be
reflected in operating data such as average achieved hotel room rates and occupancy rates,
is associated with both the performance of the overall economy and Hong Kong’s tourism
sector.
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The table below sets out the key indicators of the Hong Kong hospitality market for the
periods indicated:

Key Statistics - Hong Kong Hospitality Sector

2012 2013 2014 2015 2016 2017

Total number of hotels. . .. 211 225 244 253 263 271M
High Tariff A Hotels . .. ... 34 34 34 35 35 36"
High Tariff B Hotels . .. ... 73 83 86 90 95 99
Medium Tariff Hotels . . . . . 84 88 95 104 110 111
Unclassified ............ 20 20 29 24 23 25"
Total number of hotel

FOOMS .o oo 67,394 70,017 72,721 73,846 74,868 77,553("
Total number of visitors

(million) . . ............ 49 54 61 59 57 28
% of Chinese visitors . . .. 71.8 75.0 77.7 77.3 75.5 75.1®@
Average achieved hotel

room rate (HK$) ....... 1,489 1,447 1,473 1,337 1,287 NA
Occupancy rate (%)...... 89 89 90 86 87 NA

Source: Hong Kong Tourism Board, BMI estimates. Hong Kong Monthly Digest of Statistics

Notes: (1) As at 30 June 2017.

(2) For the six months ended 30 June 2017.
China Real Estate Market Overview

The Chinese economy has grown significantly since the Chinese government introduced
economic reforms in the late 1970s. China’s accession to the World Trade Organisation in
2001 further accelerated the development of the Chinese economy. According to the National
Bureau of Statistics of China, China overtook Japan to become the world’s second largest
economy in terms of GDP in the second quarter of 2010. As a result of the rapid economic
growth and increasing urbanisation in China, the real estate market has also achieved
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strong growth with sales of commodity properties increasing in both volume and value during
the period 2012 to the end of 2016. The table below sets out selected data relating to the China
property market over the periods indicated:

2012-16
2012 2013 2014 2015 2016 CAGR
Nominal GDP (RMB
billion) . .............. 54,037 59,524 64,397 68,905 74,413 8.3%
Real GDP growth rate
(%) oo 7.9% 7.8% 7.3% 6.9% 6.7% NA
Per capita GDP (RMB) ... 40,007 43,852 47,203 50,251 53,980 7.8%
Total real estate
investment (RMB
billion) . .............. 7,180 8,601 9,504 9,598 10,258 9.3%
Total GFA completed
(million sg.m.)......... 2,413 2,572 2,648 2,657 2,325 (0.9%)
Total GFA sold (million
SQ.M.) oo 1,113 1,306 1,206 1,285 1,573 9.0%

Source: National Bureau of Statistics of China, CEIC

The Chinese government exerts considerable direct and indirect influence on the
development of China property sector by imposing industry policies and other economic
measures, such as control over the supply of land for property development and control of
foreign exchange, property financing, taxation and foreign investment. For details, see
“Appendix IV — Regulatory Overview”.

Cities in China in which we have Operations

As at 30 June 2017, we had operations in Suzhou and Changzhou and also presence in
Chonggqing and Shanghai via our joint ventures and our associate.

Suzhou is a major city in Eastern China and is the largest city by GDP in Jiangsu province
in 2016. Jiangsu province is one of the most affluent provinces in China. Changzhou is a major
city in the Yangtze River Delta and ranked 6th in terms of GDP within Jiangsu province in 2016.
Chonggqing is the only municipality directly-controlled by the PRC Central Government in
Western China and is the biggest inland city in China. Shanghai is located on the eastern coast
of China, and is one of the most developed cities in China and a leading international
economic, financial, trading and shipping centre.
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The table below sets out selected data relating to the overall property market for each of
these four cities for the periods indicated.

2012-16
2012 2013 2014 2015 2016 CAGR

Total population

(million)
-Suzhou............... 10.5 10.6 10.6 10.6 10.6 0.2%
- Changzhou ........... 4.7 4.7 4.7 4.7 4.7 0.1%
- Chongqging . ........... 29.5 29.7 29.9 30.2 30.5 0.9%
-Shanghai............. 23.8 24.2 24.3 24.2 24.2 0.4%
Per capita GDP (RMB)
-Suzhou............... 114,029 123,209 129,925 136,702 145,638 6.3%
- Changzhou ........... 85,040 92,995 104,423 112,221 122,721 9.6%
- Chongqging............ 38,914 43,223 47,850 52,321 57,902 10.4%
- Shanghai............. 85,373 90,993 97,370 103,796 113,600 7.4%
Total real estate

investment (RMB

billion)
- Jiangsu™et®) L. 620,610 724,145 824,022 815,368 895,637 9.6%
- Chongqging . ........... 250,835 301,278 363,023 375,128 372,595 10.4%
-Shanghai............. 238,136 281,959 320,648 346,894 370,903 1.7%
Average selling price of

residential properties

(RMB/sq.m.)
- Jiangsu™e®) .. 6,423 6,650 6,783 7,177 8,734 8.0%
- Chongqing............ 4,805 5,239 5,094 5,012 5,162 1.8%
- Shanghai ............. 13,870 16,192 16,415 21,501 25,910 16.9%
Total residential GFA

completed (thousand

sq.m.)
- Jiangsu™e® ... 76,871 75,842 72,591 79,302 76,027 (0.3%)
- Chongqging............ 33,864 28,675 27,716 31,859 30,840 (2.3%)
-Shanghai............. 16,091 14,174 15,355 15,890 15,329 (1.2%)
Total residential GFA

sold (thousand sq.m.)
- Jiangsu™e® ... .. 79,234 101,915 88,009 102,759 126,577 12.4%
- Chongqging . ........... 41,051 43,592 44,237 44,777 51,055 5.6%
-Shanghai............. 15,926 20,158 17,809 20,092 20,198 6.1%

Source: National Bureau of Statistics of China, CEIC

Note: City-level data for Suzhou and Changzhou is not available; provincial-level data is shown for reference only.
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OVERVIEW

We are an owner and operator of premium quality properties which we hold for investment
purposes in prime locations in Hong Kong. Our Valuation Properties in Hong Kong had an
aggregate GFA of 11.5 million sq.ft. and a total valuation of HK$255.9 billion as at 31 August
2017. Harbour City and Times Square, our flagship properties, are strategically located in Tsim
Sha Tsui and Causeway Bay, respectively. These iconic properties with substantial scale in two
of the most popular shopping destinations and busiest business districts in Hong Kong attract
constant flows of local shoppers and tourists. They occupy leading market positions among
commercial properties in Hong Kong.

Harbour City is a mixed-use integrated complex with retail and office premises, serviced
apartments, hotels and a club. Strategically located at the harbour front in Tsim Sha Tsui, it
includes one of the largest shopping malls in Hong Kong with a contiguous mall space of
approximately 1,286,000 sq.ft. in terms of LFA as at 31 August 2017, drawing shoppers and
tourists to its entertainment, dining and hotel components. Harbour City’s close proximity to
Victoria Harbour and Star Ferry, which are both iconic tourist attractions, strongly appeal to
tourists.

Times Square is a mixed-use integrated complex which is directly connected to the MTR
station in Causeway Bay, with retail and office premises which house 16 levels of shopping
mall. As at 31 August 2017, our retail premises at Times Square had a LFA of approximately
531,000 sq.ft., and housed international brands and other retailers, 20 restaurants and a
cinema.

Given their strategic locations, Harbour City and Times Square provide a showcase for
internationally renowned brands, attracting a diversified mix of tenants. Our tenants in the
properties comprise leading international corporations, well-known brands and retailers across
a wide variety of industries and trades. We believe that the strategic locations and substantial
scale of these flagship properties are very difficult to replicate in Hong Kong, and their leading
market positions and substantial scale enable these shopping malls to maintain their
well-established brands and build up strong relationships with a diverse base of tenants.

The following table sets out the GFA and total independent valuation of our Valuation
Properties at Harbour City and Times Square as at 31 August 2017:

Total
independent

GFA valuation

(million sq.ft.) (HKS$ billion)

Harbour City ............. ... ... ... . .. 8.3 172.7(Note)
Times Square . ... ... .. 2.0 54.5
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Note: This includes the value of the hotels at Harbour City which are stated at cost less impairment losses in the
Accountants’ Report in Appendix | and excludes the Pacific Club which was not valued by the Property Valuer.
See “Our Property Portfolio — Mixed-use integrated complexes held for investment purposes in Hong Kong”
in this section for further information.

We also own and operate other premium quality properties in Hong Kong which we hold
for investment purposes. These properties comprise Crawford House and our premises at
Wheelock House in Central, the prime central business district in Hong Kong, as well as Plaza
Hollywood, a leading shopping mall in Kowloon East.

HCDL, whose shares are listed on the Main Board (stock code: 51), is indirectly owned
as to approximately 72% by our Company. The HCDL Group holds the Marco Polo Hongkong
Hotel in Harbour City and the former Murray Building (which is currently undergoing
conversion into a hotel, The Murray) in Central and certain PRC property interests.

We also operate Star Ferry, which provides a ferry service between Central/Wanchai and
Tsim Sha Tsui.
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The following table sets out the breakdown of our revenue by business segment and by
geography for the periods indicated:

FY2014 FY2015 FY2016 1H2016 1H2017
(HK$ (HK$ (HK$ (HK$ (HK$
million) (%) million) (%) million) (%) million) (%) million) (%)

(unaudited)

Revenue by business segments
Investment properties

Retail
Harbour City. . . ... .. 5,674 32.5% 5,949 33.8% 6,207 36.8% 3,108 35.3% 3,258 34.1%
- Baserent......... 4,190 24.0% 5,006 28.5% 5,568 33.0% 2,770 31.5% 2,943 30.8%
- Turnover rent . . .. .. 1,484 8.5% 943 5.3% 639 3.8% 338 3.8% 315 3.3%
Times Square . . .. ... 1,883 10.8% 2,017 11.5% 2,137 12.7% 1,087 12.3% 1,065 11.2%
- Baserent. . ....... 1,693 9.7% 1,919 10.9% 2,097 12.4% 1,059 12.0% 1,041 10.9%
- Turnover rent . ... .. 190 1.1% 98 0.6% 40 0.3% 28 0.3% 24 0.3%
Plaza Hollywood . . . .. 513 2.9% 529 3.0% 546 3.2% 270 3.1% 287 3.0%
- Baserent. . ....... 476 2.7% 492 2.8% 518 3.1% 254 2.9% 272 2.8%
- Turnover rent . . .. .. 37 0.2% 37 0.2% 28 0.1% 16 0.2% 15 0.2%
Others . .......... 83 0.6% 182 1.1% 218 1.3% 103 1.2% 111 1.1%
Sub-total . ... ... ... 8,153 46.8% 8,677 49.4% 9,108 54.0% 4,568 51.9% 4,721 49.4%
Office
Harbour City. . . .. ... 2,121 12.2% 2,317 13.2% 2,437 14.5% 1,208 13.7% 1,235 12.9%
Times Square . . .. ... 661 3.8% 670 3.8% 701 4.2% 348 4.0% 350 3.7%
Others . .......... 24 0.1% 73 0.4% 213 1.2% 83 0.9% 132 1.4%
Sub-total . . ... ... .. 2,806 16.1% 3,060 17.4% 3,351 19.9% 1,639 18.6% 1,717 18.0%
Serviced apartments . . . 301 1.7% 301 1.7% 316 1.9% 156 1.8% 163 1.7%
Sub-total . ... ....... 11,260 64.6% 12,038 68.5% 12,775 75.8% 6,363 72.3% 6,601 69.1%
Development properties 4,361 25.0% 3,930 22.4% 2,482 14.7% 1,686 19.2% 2,166 22.7%
Hotels . ... ......... 1,462 8.4% 1,359 7.7% 1,342 8.0% 621 71% 646 6.8%
Others . . ... ........ 354 2.0% 249 1.4% 252 1.5% 134 1.4% 133 1.4%
Total . ............. 17,437 100.0% 17,576 100.0% 16,851 100.0% 8,804 100.0% 9,546 100.0%

Hong Kong . ......... 12,829 73.6 13,474 76.7 14,200 84.3 7,020 79.7 7,296 76.4
PRC............... 4,575 26.2 4,064 23.1 2,606 15.4 1,752 19.9 2,221 23.3
Singapore®™et® .. 33 0.2 38 0.2 45 0.3 32 0.4 29 0.3
Total .. ............ 17,437 100.0 17,576 100.0 16,851 100.0 8,804 100.0 9,546 100.0

Note: The revenue attributable to Singapore comprised dividend income from shares listed in Singapore.
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OUR COMPETITIVE STRENGTHS

We believe our key competitive strengths include the following:

Our flagship properties, Harbour City and Times Square, are iconic properties in Hong
Kong that command leading market positions, possess substantial scale and occupy
strategic locations in Hong Kong

Our iconic flagship properties, Harbour City and Times Square, occupy commercially
strategic locations and leading market positions among commercial properties in Hong Kong.
Located in Tsim Sha Tsui and Causeway Bay, respectively, which are among the most popular
shopping destinations and busiest business districts in Hong Kong, they possess substantial
scale and are heavily sought after by tenants. These mixed-use integrated commercial
complexes comprise primarily retail and office premises and offer a wide range of shopping,
dining and entertainment to local shoppers and tourists. Given the strategic locations of
Harbour City at the harbour front and Times Square which is directly connected to the
Causeway Bay MTR station, they provide a showcase for international retailers, attracting a
diversified mix of brands. See “Our Property Portfolio — Mixed-use integrated complexes held
for investment purposes in Hong Kong” below for further information on Harbour City and
Times Square.

We believe that the strategic locations and substantial scale of our flagship properties are
very difficult to replicate in Hong Kong, and their leading market positions and substantial
scale enable us to maintain our well-established reputation as a property owner and operator
and build strong relationships with a diverse base of tenants, including internationally
renowned retail brands.

We benefit from strong cash flow, stable income and economies of scale and synergies
from our substantial investment property portfolio

Our business is focused on the ownership and operation of investment properties in Hong
Kong, which provides us with strong cash flow from their stable revenue. Our revenue from
investment properties was HK$11.3 billion in FY2014, HK$12.0 billion in FY2015 and HK$12.8
billion in FY2016, representing a CAGR of 6.5%. Our revenue from investment properties also
grew from HK$6.4 billion in 1H2016 to HK$6.6 billion in 1H2017, representing a
period-on-period growth of 3.7%. Revenue from our investment properties amounted to 64.6%,
68.5%, 75.8% and 69.1% of our revenue in FY2014, FY2015, FY2016 and 1H2017,
respectively.

Our revenue from investment properties has been resilient over the economic cycles, as
demonstrated by the steadily increasing revenue from our investment properties at Harbour
City and Times Square over the past ten years, even during times of financial crisis. The
average occupancy rates for each of FY2014, FY2015, FY2016 and 1H2017 of our retail
premises at Harbour City and Times Square have been maintained at consistently high levels,
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which were 98%, 99%, 97% and 96%, respectively, for Harbour City, and 100%, 99%, 98% and
97%, respectively for Times Square. Revenue from Harbour City (excluding hotels) grew from
HK$3.3 billion for 2007 to HK$9.0 billion for 2016, and revenue from Times Square grew from
HK$1.1 billion for 2007 to HK$2.8 billion for 2016. See “Our Property Portfolio — Mixed-use
integrated complexes held for investment purposes in Hong Kong” for further information.

Our flagship investment properties are complemented by our other diversified properties,
comprising office and retail premises of our Central portfolio located at prime locations, Plaza
Hollywood in Kowloon East and our hotel properties which diversify our sources of revenue
from our investment properties portfolio. Of our revenue from investment properties in FY2016,
71.3%, 26.2% and 2.5% was attributable to our retail premises, office premises and serviced
apartments, respectively.

Furthermore, the simultaneous ownership and operation of our substantial investment
property portfolio enables us to benefit from economies of scale through operational
efficiencies and cost savings. They also provide us useful information on a wide range of retail
and office tenants, shoppers, diners, and tourists, enabling us to better understand their
preferences, tastes and behaviour. These are valuable inputs in formulating our strategies.

The well-established brands of our shopping malls and our reputation as landlord of
choice creates a broad, diverse and loyal tenant base

Our flagship properties, Harbour City and Times Square, have earned strong brand
recognition from their market positions which enables us to optimise our tenant mix and
establish a broad, diverse and loyal tenant base. We have developed long-term relationships
with a significant number of tenants, including internationally renowned retail brands which in
turn attract local shoppers and tourists to our premises. Our success in attracting and retaining
tenants is reflected in the consistently high average occupancy rates at our retail premises at
Harbour City and Times Square during the Track Record Period. In respect of our office
premises, we believe that their prime locations and the cluster effect created by their
significant scales also enable us to attract and retain tenants. We believe that our
well-established relationships with tenants enhance the occupancy rate of our other
commercial properties.

Our asset enhancement initiatives and effective and forward looking marketing
initiatives underpin the performance of our flagship properties

(i) Asset enhancement initiatives

We carry out our asset enhancement initiatives at our retail premises with the aim to
optimise space utilisation and shopping experience, and thereby increase their marketability
and financial performance. We recognise the importance of asset enhancement both to retain
existing tenants and to attract new tenants. During the Track Record Period, we carried out
various asset enhancements or premises improvement works, including various conversion
and relocation projects to (i) optimise layout and space utilisation of our premises, (ii) update
and refresh the premises to maintain the quality of our properties, (iii) cater for the latest or
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anticipate future market trends, and (iv) manage the shopper flow in the properties. We believe
such asset enhancement initiatives improved marketability to tenants, as illustrated by the
opening of the flagship store of a major international sportswear brand and a reputable
high-end Chinese restaurant (in its Kowloon debut) following the asset enhancement initiatives
in Gateway of Harbour City.

We actively manage our shopping mall space to cater for a diversified range of shoppers
and tenants. We also strive to tap into shoppers’ evolving demand by continuously optimising
our tenant mix. For instance, we undertook a value-accretive revamp in Times Square a few
years ago by relocating the cinema, which had been operating for close to 20 years and
needed an update, to the 13th floor, vacating its original spot on the ground and 2nd floors for
new luxury anchor stores, and refining the restaurant mix to house a diverse offering of
restaurants. These initiatives aim to improve the overall shopping experience, expand our
retail tenant mix to attract shoppers from different walks of life, strengthen Times Square’s
positioning as a must-visit “shoppertainment mall” on Hong Kong Island, and thereby improve
its financial performance. See “Asset Enhancement” below for further information.

(ii) Effective and forward looking marketing initiatives

We have a dedicated marketing team which places great emphasis on the design and
launch of shopping centre-wide marketing campaigns to raise public awareness, generate
additional footfall and enhance the overall shopping experience at our retail premises. We
have organised numerous marketing events and programmes attracting both local and
overseas visitors to our shopping centres. Our diverse marketing programmes include
exhibitions by local and renowned international artists, as well as character themed events
which aim to draw shoppers to our shopping malls and reinforce the brand awareness of the
malls.

Our marketing events in respect of Harbour City and Times Square such as “Rubber
Duck” in 2013, “The Happiness Hunt — Where’s Wally” in 2015, “We’re All Smurfs” in 2016 and
“The Living Room Museum” in 2016 were well received by the public and well covered by the
media. In recognition of our marketing initiatives, we have received numerous awards and
recognitions. Apart from marketing events, we also offer shopper service and membership
programmes with an aim to increasing shopper loyalty as well as attracting new shoppers. See
“Sales and Marketing — Investment properties” and “Awards” below for further details.

OUR STRATEGIES

Our principal strategy is to hold and invest in premium quality commercial properties in
Hong Kong and we aim to provide shareholders with stable dividends and with the potential for
the sustainable long-term growth in the dividends by proactively managing our properties
portfolio including any properties we may acquire in the future, while maintaining a high level
of financial discipline and financial flexibility. The implementation of our strategy can be
broadly categorised into our (i) asset management strategy, and (ii) capital management
strategy.
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Asset management strategy

We intend to continue managing actively our properties portfolio held for investment
purposes through sustaining high average occupancy rates, achieving high rental reversion
rates, and maintaining a high quality tenant base. These are to be achieved through firstly
proactive lease management and tenant mix optimisation, secondly continual asset
enhancement and value creation, and thirdly the implementation of effective and forward
looking marketing initiatives.

(i) Proactive lease management and tenant mix optimisation

We actively monitor and assess our tenants’ business performance, product and brand
competitiveness, clientele profile and marketing strategies, with an aim to maintaining an
optimal tenant mix. We maintain close relationships with our tenants and commence lease
renewal discussions in a timely manner so as to retain quality tenants.

As we have maintained a high average occupancy rate for our investment properties
throughout the Track Record Period, we have been able to be selective of our tenants,
especially in respect of our retail premises, and take into account the business performance
of our tenants when we consider whether to renew their tenancies. To stay ahead of market
trends, to bring positive and regular changes to shoppers and to manage specific business
sector tenancy risks, we also strive to refine our retail tenant mix and introduce new,
aspirational and lifestyle brands. We also review and enhance the restaurant offerings at our
shopping malls to offer a diverse collection of dining options. Our management select our
tenants based on the recommendations of our leasing team, taking into consideration factors
such as brand image, sales performance (for existing tenants), whether the presence of the
tenant will be an attribute to our property and whether it will be able to drive footfall, its shop
area requirement, rental it offers, its market potential and market trends. We also seek to
determine our tenant’s locations in our properties based on factors such as (i) the enhanced
attraction to shoppers that comes with the cluster effect of placing tenants offering similar
products or services together, (ii) shopper flow management (e.g. cinemas, restaurants and
banks are often placed at less convenient locations), (iii) the impact on the visual appearance
and image of the shopping mall (e.g. renowned brands are generally preferred at prime
locations on the low floors of Times Square and the street level of Harbour City); and (iv) brand
relationship management, e.g. the tenant’s own preference as to its neighboring shops.

As we have robust demand for opening or expansion from well-known retailers, we will
continue to refine and seek to attract a desirable tenant mix by attracting new tenants and
providing the Hong Kong and/or Kowloon debuts of international and renowned brands.

(ii) Continual asset enhancement and value creation

We intend to continue enhancing our existing assets by refurbishment, repositioning
and/or organic expansion as and when appropriate opportunities arise, with an aim to update
and refresh the premises to maintain the quality of our properties, to cater for the latest or
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anticipate future market trends, and to manage the shopper flow in our properties. For
instance, the four-storey extension building at Ocean Terminal with a LFA of approximately
94,000 sq.ft. with new food and retail offerings, together with a panoramic view of Victoria
Harbour and the Hong Kong city skyline, which opened in October 2017, is intended to draw
crowds and throw a new spotlight on Harbour City, thereby further reinforcing the position of
this iconic complex and its competitive edge.

We will continue to identify and evaluate other asset enhancement opportunities that
would add value to our existing assets, provide attractive yields, stable cash flows and
potential for long-term capital appreciation.

(iii) Implementation of effective and forward looking marketing initiatives

Leveraging on our track record of marketing excellence and innovation, we will continue
to implement property-wide marketing strategies to drive continued growth. In particular, we
will continue to implement marketing strategies targeting both local shoppers and overseas
visitors, maintain Harbour City’s position as one of the must-visit shopping destinations in
Hong Kong, and promote the “The Living Room Museum” located at the Open Piazza in Times
Square, with a variety of events involving local arts and culture, collaborations with
international galleries and museums, popular characters and film companies.

Capital management strategy

It is our intention that our capital structure should optimise our cost of capital while
maintaining financing flexibility and that we will also maintain prudent and disciplined financial
management. In addition to cash generated from operating activities, we may use a
combination of bank loans, bonds and other types of debt and equity instruments to fund our
business in the future.

We will adopt a prudent liquidity risk management policy and seek to have undrawn
committed lines of funding with staggered maturities to reduce refinancing risk and maintain
flexibility in meeting our liquidity requirements in the short and longer term.

OUR PROPERTY PORTFOLIO

We own a diversified portfolio of properties in Hong Kong for investment purposes
comprising retail, office, serviced apartments hotels and club. We also own a number of
properties in the PRC through our listed subsidiary, HCDL. Such PRC properties are intended
for sale in the next few years.

Our investment properties and development properties that were valued by the Property
Valuer are set out in “Appendix Ill — Property Valuation”. Our property interests that were not
valued by the Property Valuer comprise certain units at Star House in Tsim Sha Tsui, the
Pacific Club, and our interests in Shanghai South Station and Shanghai Xiyuan and had an
aggregate net book value of HK$2,209 million as at 30 June 2017.
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The following map shows the approximate locations of our investment properties in Hong
Kong (other than the units at Star House) and The Murray.

NEW TERRITORIES

KOWLOON

HONG KONG
ISLAND

The Murray
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Mixed-use integrated complexes held for investment purposes in Hong Kong

The following table shows the GFA, LFA and other information of our mixed-use
integrated complexes held for investment purposes in Hong Kong as at 31 August 2017.
Information in the table below (other than the independent valuation attributable to our Group)
for each property is in respect of 100% of that property and not on an attributable basis.

Property
Segment number in
classification Independent  the property
Year of  inAccountants’ Interest Total valuation valuation
Approximate Approximate  VYear of leasehold Report in attributable  independent attributable to  report in
Property Location GFA LFA completion expiry Appendix | to our Group  valuation our Group  Appendix lIl
(sq.ft.) (sq.ft.) (%) (HK$ million)  (HKS million)
Harbour City . Tsim Sha 8,271,000 6,186,000 172,650 4 170,217 4 1 t0 10, 15,
Tsui 16, 17
Retail. . . . . 1,286,000 1966-1998/99  2033-2880  Investment 72-100®
properties
Office. . . . . 4,239,000 1970-1998/99  2863-2880  Investment 100
properties
Serviced 661,000 1998/99 2880  Investment 100
apartments . properties
Hotels and club. —  1970-1983 2021-2880  Hotels 72-100%)
Times Square . Causeway 1,976,000 1,557,000 54,540 54,540 11
Bay
Retail . . . . . 531,000 1993 2850/60/80  Investment 100
properties
Office. . . . . 1,026,000 1993 2850/60/80  Investment 100
properties

Notes:

(1)  This excludes the Pacific Club which was not valued by the Property Valuer.

(2)  Other than the attributable 72% interest of our Group in the commercial section of the Marco Polo Hongkong

Hotel as it is wholly-owned by HCDL, the attributable interest of our Group in the remaining portions of our retail

premises at Harbour City is 100%.

(8)  Other than the attributable 72% interest of our Group in the Marco Polo Hongkong Hotel as it is wholly-owned

by HCDL, the attributable interests of our Group in Gateway Hotel, Prince Hotel and The Pacific Club at Harbour

City are 100%.

(4) This includes the value of the hotels at Harbour City which are stated at cost less impairment losses in the

Accountants’ Report in Appendix .
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Reconciliation of net book value of the properties as at 30 June 2017 to their fair value
as at 31 August 2017

A reconciliation of the net book value of the properties as at 30 June 2017 as set out in
“Appendix | — Accountants’ Report’ to their fair value as at 31 August 2017 as stated in
“Appendix Il — Property Valuation” is set out below:

_HK$ million
Net book value as at 30 June 2017
Hotels and club properties and leasehold land ... ....................... 7,429
Investment properties .. ... .. 245,424
Properties for sale . .. ... 930
Net book value of the properties as at 30 June 2017 as set out in “Appendix
| — Accountants’ Report” .. .. ... . . 253,783
Attributable interests in properties owned by a joint venture
and an associate. . . ... ... 1,688
Interests in properties owned by subsidiaries excluded from valuation™ . ... ... (741)
Attributable interest in properties owned by an associate excluded from
valuation® (1,468)
Net changes during the period from 30 June 2017 to 31 August 2017® ... .. 194
Add: Valuation surplus .. ... ... 10,565
Gross valuation as at 31 August 2017 as set out in “Appendix Ill — Property
Valuation™™ . . 264,021
Gross valuation attributable to our Group . ....... . ... ... . 256,482

Notes:
(1)  Comprise certain units at Star House in Tsim Sha Tsui, the Pacific Club and Shanghai Xiyuan.
(2) Comprises our attributable interest in Shanghai South Station.

(8) Includes additions, disposals, depreciation and amortisation during the period from 1 July 2017 to 31 August
2017.

(4) Properties owned by a joint venture are accounted for based on our attributable interest.
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The following table shows the revenue and occupancy data of Harbour City (excluding
hotels) and Times Square for the periods indicated:

FY2014 FY2015 FY2016 1H2017
Harbour City
Revenue (HK$ million) ................. 8,096 8,567 8,960 4,656
Average occupancy rate (retail) (%)....... 98 99 97 96
Average occupancy rate (office) (%) ...... 96 98 97 97
Average occupancy rate
(serviced apartments) (%) ............. 74 71 73 76
Times Square
Revenue (HK$ million) ................. 2,544 2,687 2,838 1,415
Average occupancy rate (retail) (%)....... 100 99 98 97
Average occupancy rate (office) (%) ...... 96 95 96 94

Revenue from Harbour City and Times Square together represented 94.5%, 93.5%,
92.4% and 92.0% of our revenue from investment properties for FY2014, FY2015, FY2016 and
1H2017, respectively.

The following table shows, based on our management records, the lease renewal
retention rates of our office premises (retail lease renewal retention rates are not shown in light
of the relatively higher level of lease management and tenant mix optimisation for our retail
premises) at Harbour City and Times Square for the periods indicated:

FY2014 FY2015 FY2016 1H2017
Harbour City. . ....... .. ... . ... 83% 75% 69% 70%
Times Square. . ...........ciinn... 75% 65% 86% 59%

Harbour City

Harbour City provides a showcase for internationally
renowned brands, attracting a diversified mix
of tenants.

“Rubber Duck”, the exhibition of an inflatable giant
Rubber Duck at Ocean Terminal floating in
Victoria Harbour in 2013.
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Harbour City is one of our flagship properties. It is a showcase for internationally
renowned brands and an iconic complex for shoppers. It anchors the “Greater Harbour City”
cluster of premium commercial complexes covering high-traffic shopping, entertainment,

dining and lifestyle spaces.

Located near the Tsim Sha Tsui MTR station and Star Ferry pier, it is a mixed-use
integrated complex comprising various towers and premises for retail, office, restaurants,
serviced apartments, hotels and a club. As at 31 August 2017, our Valuation Properties at

Harbour City had a total GFA of approximately 8,271,000 sq.ft.

The map below shows the location of our premises in Harbour City.
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Note: Ocean Galleries is a portion of a six-storey podium in the area marked by the dashed line.
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Details of the properties in Harbour City are set out in the table below:

Property

Details

Ocean Terminal

Ocean Centre

Wharf T&T Centre

World Commerce
Centre

World Finance Centre

Ocean Galleries

Gateway |

Gateway Il

Commercial section of
Marco Polo Hongkong
Hotel

A three-storey shopping arcade with a car park and a berthing
pier for cruise vessels

A four-storey extension building at Ocean Terminal which
opened in October 2017

The property comprises a five-storey retail portion and a
13-storey office portion with a car park

The property comprises a 13-storey office block, built over a
six-storey (including basement level and sub-basement level)
commercial/car park/mechanical floor podium

The property comprises a 13-storey office/commercial block
built over a six-storey (including basement level and
sub-basement level) commercial/car park/mechanical floor
podium

South and North Tower, each comprising a 13-storey office
building built over a six-storey (including basement level and
sub-basement level) commercial/car park/mechanical floor
podium

A portion of a six-storey (including basement level and
sub-basement level) commercial/car parking/mechanical floor
podium

A development consisting of two 32-storey office towers over a
six-storey integrated shopping centre and a car park

The property comprises three towers, namely Gateway Towers
3, 5 and 6: each of Gateway Towers 3 and 5 comprises 17
storeys of offices (known as The Gateway Prudential Tower and
The Gateway Sun Life Tower, respectively) and 14 storeys of
serviced apartments and Tower 6, comprising 31 storeys of
offices

The Marco Polo Hongkong Hotel is an 18-storey
hotel/commercial/office building

The commercial section of the building comprises shop units,
restaurants, office premises and a cinema
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Property

Details

Marco Polo Hongkong
Hotel

Gateway Hotel

Prince Hotel

The Pacific Club

Retail

Located in an 18-storey hotel/commercial/office building at
Harbour City

665 rooms with sizes ranging from 270 sq.ft. for a superior
room to 1,615 sq.ft. for the Marco Polo suite

Features recreational and other facilities and amenities
including a swimming pool, an in-house gym, 14 function
rooms, and three restaurants and bars

The Continental Club at the Marco Polo Hongkong Hotel offers
dedicated accommodation with exclusive privileges, full
business facilities and round the clock butler service

In our effort to continually provide a top-quality environment for
our guests at the Marco Polo Hongkong Hotel, an exterior
upgrading programme was completed in July 2017

Located in a 21-storey hotel/commercial building at Harbour
City

400 rooms with sizes ranging from 296 sq.ft. for a superior
room to 930 sq.ft. for the Gateway suite

Features recreational and other facilities and amenities
including two restaurants and bars, access to the nearby Marco
Polo Hongkong Hotel for the swimming pool and the Prince
Hotel’s gym, and four function rooms

Located in a 21-storey hotel/commercial building at Harbour
City
394 rooms with sizes ranging from 314 sq.ft. for a superior

room to 601 sq.ft. for a superior suite

Features recreational and other facilities and amenities
including a restaurant and an in-house gym, and access to the
nearby Marco Polo Hongkong Hotel for its swimming pool

Located at Harbour City, The Pacific Club serves as a private
venue for social and business events

As at 30 June 2017, our retail premises at Harbour City had a total of approximately 570
tenants. The five largest customers of our retail premises of Harbour City contributed an
aggregate of HK$99 million in revenue, representing 19% of the revenue of our retail premises
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at Harbour City, for the month ended 30 June 2017, and accounted for 15% of the total LFA
leased to tenants of our retail premises at Harbour City as at 30 June 2017. For this purpose
and for statements in this listing document regarding our five largest customers of other
premises in our investment properties, we have determined our customers on a legal entity
basis and accordingly a customer may be a tenant of more than one of our premises and/or
a tenant of more than one unit within any of our premises.

The table below shows, based on our management records, the retail tenant mix of
Harbour City by rental for the periods indicated:

% by rental

FY2014 FY2015 FY2016 1H2017
Fashion......... ... .. ... ... ... ... .... 34.4 37.8 38.8 38.4
Leather goods — shoes, bags & related

trade . ... ... . 23.7 21.9 21.4 20.7
Jewellery, beauty and accessories........ 18.7 19.2 20.5 19.8
Department store and confectionery

products . ....... ... ... . ... . 11.3 8.6 6.7 9.2
Restaurant, fast food, food and beverage,

and entertainment ................... 3.3 3.5 3.7 3.7
Children’s wear, toy and related trades. ... 2.8 3.0 3.1 2.9
Sportswear ... 1.9 2.1 2.2 2.2
Electrical and audio-visual equipment . ... 2.2 2.2 1.9 1.8
Others. ... ... 1.7 1.7 1.7 1.5
Total........ ... ... ... .. 100.0 100.0 100.0 100.0

Note: Differences in the tenant mix percentages between periods result from, among others, changes in the
composition of the respective properties’ tenants (see “Proactive lease management and tenant mix
optimisation” above) and (as a result of, among others, turnover rent and changes in rental upon lease
renewals) from tenants’ respective contributions to our revenue. Undue reliance should not be placed on the
significance of changes in the tenant mix percentages between periods.

For FY2014, FY2015, FY2016 and 1H2017, the average occupancy rate of our retail
premises at Harbour City was 98%, 99%, 97% and 96%, respectively. For the same periods,
the average effective monthly rent of our retail premises at Harbour City was HK$378, HK$390,
HK$407 and HK$429. The weighted average lease term to expiry was approximately 2.0 years
as at 30 June 2017.

For FY2014, FY2015, FY2016 and 1H2017, the aggregate sales turnover of the tenants
of the retail premises at Harbour City was approximately HK$35 billion, HK$31 billion, HK$28
billion and HK$14 billion, respectively.
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The following table shows the average occupancy cost ratios for the retail premises at
Harbour City, based on our management records, for the periods indicated.

FY2014 FY2015 FY2016 1H2017

Average occupancy cost ratio (%) ........ 16 18 21 23

Rental rates for our retail premises at Harbour City are a function of the demand for and
supply of those premises. Factors including but not limited to tourists’ desire and willingness
to travel to and stay in Hong Kong which in turn impacts the Hong Kong retail industry, changes
in market rental levels, competition for tenants, lease renewal rates, and the impact of
e-commerce, as well as macro-economic conditions and changes in general consumer
demand or commercial market sentiment or changes in Hong Kong’s or the PRC’s political and
economic policies and conditions, have affected and will continue to affect our business. See
the section “Risk Factors” in this listing document which sets out risks and uncertainties that
our business faces and in particular the sub-sections “Risks Relating to our Business”, “Risks
Relating to the Property and Hospitality Industry” and “Other Risks Relating to our Group”.

The following table shows the breakdown of the revenue of Harbour City by nature for the
periods indicated:

Revenue by nature FY2014 FY2015 FY2016 1H2016 1H2017
HK$ HK$ HK$ HK$ HK$
million % million % million % million % million %

(unaudited)

Rental income. . . . .. 5,171 90.3 5,388 90.6 5,607 90.3 2,812 90.5 2,952 90.6
Management feeV. .. 262 4.4 265 4.5 274 4.4 137 4.4 140 4.3
Other charges® . . .. 241 5.3 296 4.9 326 5.3 159 5.1 166 5.1
Total. . .......... 5,674 100.0 5,949 100.0 6,207 100.0 3,108 100.0 3,258 100.0
Notes:

(1)  Includes air-conditioning charges.

(2)  Other charges mainly include carpark income, license income, advertising income and exhibition income.
Office

Our office premises at Harbour City are located in Ocean Centre, Wharf T&T Centre,
World Commerce Centre, World Finance Centre, Gateway | and Gateway Il and a portion of the
commercial section of the Marco Polo Hongkong Hotel.

As at 30 June 2017, our office premises at Harbour City had a total of approximately 680
tenants. The five largest customers of our office premises at Harbour City contributed an
aggregate of HK$48 million in revenue, representing 23% of the revenue of our office premises
at Harbour City, for the month ended 30 June 2017, and accounted for 24% of the total LFA
leased to tenants of our office premises at Harbour City as at 30 June 2017.
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For FY2014, FY2015, FY2016 and 1H2017, the average occupancy rate of our office
premises at Harbour City was 96%, 98%, 97% and 97%, respectively. For the same periods,
the average effective monthly rent of our office premises at Harbour City was HK$37, HK$39,
HK$41 and HK$42. The weighted average lease term to expiry was approximately 1.7 years
as at 30 June 2017.

Serviced Apartments

The 25th to 38th floors and the penthouse of Gateway Towers 3 and 5 in Gateway Il are
serviced apartments known as Sutton Court and Hampton Court, respectively. They feature a
total of 499 units with apartment types ranging from studios to three-bedroom penthouse units
with sizes from 712 sq.ft. to 2,702 sq.ft. As part of our asset enhancement strategy for better
operating efficiency and yield enhancement, we intend to convert Hampton Court into office
premises, which is expected to complete by June 2019. In August 2017, we served a six-month
notice to the tenants, and expect to obtain vacant possession of the premises by February
2018. The financial impact of the conversion of Hampton Court is expected to be immaterial
to our Group, as the revenue from Hampton Court for FY2014, FY2015, FY2016, 1H2016 and
1H2017, was HK$135 million, HK$124 million, HK$156 million, HK$75 million and HK$83
million, respectively, representing 0.8%, 0.7%, 0.9%, 0.9% and 0.9%, respectively, of our total
revenue for the same periods.

The following table shows the average occupancy rate and average effective monthly rent
of Gateway serviced apartments for the periods indicated:

FY2014 FY2015 FY2016 1H2017

Average occupancy rate (%) ................... 74 71 73 76
Average effective monthly rent (HK$ per sq.ft.) .. 51 53 54 54
Hotels

Harbour City also includes three hotels, namely the Marco Polo Hongkong Hotel, the
Gateway Hotel and the Prince Hotel, and one club, namely the Pacific Club. They are located
within close proximity to a variety of means of transportation, including a main bus terminal,
Star Ferry, Tsim Sha Tsui MTR station and the cruise terminal, with easy access to the area’s
major tourist attractions such as Kowloon Park, Hong Kong Museum of Art, Hong Kong Space
Museum and Hong Kong Cultural Centre. The three hotels are managed by Wharf Hotels. See
“Connected Transactions — B. Continuing Connected Transactions Subject to the Reporting
and Announcement Requirements of the Listing Rules — 2. Provision of Hotel Management
Services by the Remaining Wharf Group” for further information.

The following table shows the average occupancy rate and other operating data of each
of the three hotels during the Track Record Period. The decrease in the average room rate
during the Track Record Period was generally in line with the changes in the average room rate
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in the hospitality industry in Hong Kong, which decreased as a result of a decrease in the total
number of visitors to Hong Kong and an increase in the total number of hotel rooms in Hong
Kong during the same period, details of which are set out in “Industry Overview — Hong Kong
Hospitality Market Overview”:

FY2014 FY2015 FY2016 1H2017
Average occupancy rate (%)
Marco Polo Hongkong Hotel . ............ 89 81 81 76
Gateway Hotel . .. ... ... ... ........ 87 86 83 87
Prince Hotel . .. ........ ... .. ... .. ..... 91 87 85 87
Average room rate (HK$ per room)
Marco Polo Hongkong Hotel ... .......... 2,176 2,001 1,896 1,821
Gateway Hotel . . . ...... .. .. ... ... ... 2,051 1,844 1,847 1,807
Prince Hotel . . . ......... ... ... ... ..... 1,899 1,687 1,686 1,655
RevPAR (HK$)
Marco Polo Hongkong Hotel ... .......... 1,929 1,627 1,540 1,386
Gateway Hotel . . . ....... .. .. ... ... ... 1,776 1,587 1,530 1,565
Prince Hotel . . . ........ ... ... ... ...... 1,734 1,466 1,438 1,432
Star Ferry

We operate Star Ferry, which provides two inner harbour ferry services, Tsim Sha Tsui -
Central and Tsim Sha Tsui - Wanchai, and a harbour tour service. The existing franchise of the
two routes will expire on 31 March 2018, and, as at the Latest Practicable Date, we had already
submitted an application to renew the franchise for another 15 years and were under
discussions on the new franchise with the Hong Kong government.

Times Square
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Another of our key flagship properties is Times Square, which is an iconic mixed-use
integrated complex which is directly connected to the Causeway Bay MTR Station, comprising
two office blocks of 33 and 26 storeys each over a 20-storey commercial/car parking podium.
As at 31 August 2017, Times Square had a total GFA of approximately 1,976,000 sq.ft.

Retail

Our retail premises at Times Square consists of a 20-storey (including 6 levels of
basement) commercial/car parking podium with shops, restaurants and a cinema.

As at 30 June 2017, our retail premises at Times Square had a total of approximately 230
tenants. The five largest customers of our retail premises at Times Square contributed an
aggregate of HK$36 million in revenue, representing 21% of the total revenue of our retail
premises at Times Square, for the month ended 30 June 2017, and accounted for 24% of the
total LFA leased to tenants of our retail premises at Times Square as at 30 June 2017.

The table below shows, based on our management records, the retail tenant mix of Times
Square by rental for the periods indicated:

% by rental

FY2014 FY2015 FY2016 1H2017

Fashion......... ... . ... . ... ... ... ... 35.6 34.3 34.0 33.7
Jewellery, beauty, healthcare and

ACCESSOMBS. . v v it i e 32.0 33.2 33.7 33.6
Department stores and confectionery

products . ........ ... ... .. .. ... 12.2 141 13.6 13.8
Restaurant, fast food, food and beverage

and entertainment ......... .. ... ..., 7.4 7.3 7.4 7.3
Electrical and audio-visual equipment . .. .. 6.6 5.0 5.1 5.4
Sportswear . ....... ... .. 5.0 4.6 4.2 4.1
Others. .. ... 1.2 1.5 2.0 2.1
Total........ ... ... ... .. 100.0 100.0 100.0 100.0

Note: Differences in the tenant mix percentages between periods result from, among others, changes in the
composition of the respective properties’ tenants (see “Proactive lease management and tenant mix
optimisation” above) and (as a result of, among others, turnover rent and changes in rental upon lease
renewals) from tenants’ respective contributions to our revenue. Undue reliance should not be placed on the
significance of changes in the tenant mix percentages between periods.

For FY2014, FY2015, FY2016 and 1H2017, the average occupancy rate of our retail
premises at Times Square was 100%, 99%, 98% and 97%, respectively. For the same periods,
the average effective monthly rent of our retail premises at Times Square was HK$266,
HK$285, HK$297 and HK$302. The weighted average lease term to expiry was approximately
1.4 years as at 30 June 2017.

For FY2014, FY2015, FY2016 and 1H2017, the aggregate sales turnover of the tenants
of the retail premises at Times Square was approximately HK$10 billion, HK$9 billion, HK$8
billion and HK$4 billion, respectively.
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The following table shows the average occupancy cost ratios for the retail premises at
Times Square, based on our management records, for the periods indicated.

FY2014 FY2015 FY2016 1H2017

Average occupancy cost ratio (%) ........ 17 21 25 27

Rental rates for our rental premises at Times Square are a function of the demand for and
supply of those premises. Factors including but not limited to tourists’ desire and willingness
to travel to and stay in Hong Kong which in turn impacts the Hong Kong retail industry, changes
in market rental levels, competition for tenants, lease renewal rates, and the impact of
e-commerce, as well as macro-economic conditions and changes in general consumer
demand or commercial market sentiment or changes in Hong Kong’s or the PRC’s political and
economic policies and conditions, have affected and will continue to affect our business. See
the section “Risk Factors” in this listing document which sets out risks and uncertainties that
our business faces and in particular the sub-sections “Risks Relating to our Business”, “Risks
Relating to the Property and Hospitality Industry” and “Other Risks Relating to our Group”.

The following table shows the breakdown of the revenue of Times Square by its nature for
the periods indicated:

Revenue by nature FY2014 FY2015 FY2016 1H2016 1H2017
HKS$ HKS$ HKS$ HKS$ HKS$
million % million % million % million % million %
(unaudited)
Rental income . . . . . . 1,664 88.4 1,783 88.4 1,895 88.7 966 88.9 949 89.1
Management fee™. . . . 101 5.4 105 5.2 112 5.2 56 5.1 57 5.4
Other charges® . . . . . 118 6.2 129 6.4 130 6.1 65 6.0 59 5.5
Total . ... ...... 1,883 100.0 2,017 100.0 2,137 100.0 1,087 100.0 1,065 100.0
Notes:
(1) Includes air-conditioning charges.

(2)  Other charges mainly include carpark income, license income, advertising income and exhibition income.
Office

As at 30 June 2017, our office premises at Times Square had a total of approximately 130
tenants. The five largest customers of our office premises at Times Square contributed an
aggregate of HK$17 million in revenue, representing 28% of the revenue of our office premises
at Times Square, for the month ended 30 June 2017, and accounted for 29% of the total LFA
leased to tenants of our office premises at Times Square as at 30 June 2017.

For FY2014, FY2015, FY2016 and 1H2017, the average occupancy rate of our office
premises at Times Square was 96%, 95%, 96% and 94%, respectively. For the same periods,
the average effective monthly rent of our office premises at Times Square was HK$50, HK$51,
HK$52 and HK$53. The weighted average lease term to expiry was approximately 1.8 years
as at 30 June 2017.
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Plaza Hollywood

Plaza Hollywood is a leading shopping mall in Kowloon East. Located near the Diamond
Hill MTR station, it comprises eight storeys which accommodate retail shops, restaurants,
cinema, a car park, a public transport terminus and ancillary recreational and public facilities.

As at 31 August 2017, Plaza Hollywood had a GFA of approximately 562,000 sq.ft.. The
premises included 34 restaurants, a six-screen cinema and a car park. The retail premises had
approximately 210 tenants as at 30 June 2017.

The five largest customers of Plaza Hollywood contributed an aggregate of HK$9 million
in revenue, representing 18% of the revenue of our retail premises at Plaza Hollywood, for the
month ended 30 June 2017, and accounted for 25% of the total LFA leased to tenants of our
retail premises at Plaza Hollywood as at 30 June 2017.

For FY2014, FY2015, FY2016 and 1H2017, the average occupancy rate of Plaza
Hollywood was 99%, 97%, 95% and 96%, respectively. For the same periods, the average
effective monthly rent of Plaza Hollywood was HK$95, HK$102, HK$106 and HK$109. The
weighted average lease term to expiry was approximately 1.3 years as at 30 June 2017.

Central Portfolio

We own and operate a premium quality property portfolio in Central, the central business
district in Hong Kong, comprising Crawford House and our premises at Wheelock House,
which are office buildings located in prime locations in Central with retail premises, as well as
the former Murray Building, which is currently undergoing conversion into a hotel, The Murray.
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Crawford House

Crawford House is a 24-storey (including a basement) commercial/office building with
retail premises in the basement and on the ground to 5th floors and Grade A office premises
from the 6th to 23rd floors. We acquired Crawford House in August 2014. As at 31 August 2017,
Crawford House had a GFA of approximately 189,000 sq.ft.

Office

As at 30 June 2017, there were approximately 100 tenants of our office premises at
Crawford House. The five largest customers of our office premises at Crawford House
contributed an aggregate of HK$1 million in revenue, representing 16% of the revenue of our
office premises at Crawford House, for the month ended 30 June 2017, and accounted for 16%
of the total LFA leased to tenants of our office premises at Crawford House as at 30 June 2017.

For FY2014, FY2015, FY2016 and 1H2017, the average occupancy rate of our office
premises at Crawford House was 97%, 97%, 97% and 99%, respectively. For the same
periods, the average effective monthly rent of our office premises at Crawford House was
HK$52, HK$53, HK$54 and HK$56. The weighted average lease term to expiry was
approximately 1.5 years as at 30 June 2017.

Retail
Our retail premises at Crawford House consists of the basement and the ground to 5th
floors. As at 30 June 2017, there were two tenants of our retail premises at Crawford House.

For FY2014, FY2015, FY2016 and 1H2017, the average effective monthly rent of our retail
premises at Crawford House was HK$171, HK$193, HK$202 and HK$202, respectively.
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Wheelock House

Wheelock House comprises 25 storeys of commercial/office space. Our premises at
Wheelock House comprise 21 consecutive floors of Grade A office premises from the 3rd to
24th floor (with the 13th floor being omitted from the floor numbering) and retail premises on
the ground floor, and were acquired in March 2016. As at 31 August 2017, the GFA of our
premises at Wheelock House was approximately 215,000 sq.ft.

Office

As at 30 June 2017, there were 28 tenants of our office premises at Wheelock House. The
five largest customers of our office premises at Wheelock House contributed an aggregate of
HK$7 million in revenue, representing 42% of the revenue of our office premises at Wheelock
House, for the month ended 30 June 2017, and accounted for 40% of the total LFA leased to
tenants of our office premises at Wheelock House as at 30 June 2017.

For FY2016 and 1H2017, the average occupancy rate of our office premises at Wheelock
House was 100% and 100%, respectively. For the same periods, the average effective monthly
rent of our office premises at Wheelock House was HK$69 and HK$71, respectively. The
weighted average lease term to expiry was approximately 1.7 years as at 30 June 2017.

Retail

As at 30 June 2017, our retail premises at Wheelock House was leased to an ltalian luxury
menswear brand.

The Murray

Located in Central, Hong Kong, the former Murray Building was acquired by our Group in
2013 and is currently under conversion into The Murray, a hotel to be managed as a Niccolo
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Hotel by Wharf Hotels. See “Connected Transactions — B. Continuing Connected
Transactions subject to the Reporting and Announcement Requirements of the Listing Rules
— 2. Provision of Hotel Management Services by the Remaining Wharf Group” for details. It
is expected to open by the end of 2017 as a new luxury landmark hotel with a contemporary
urban chic design by Sir Norman Foster. The building comprises 27 floors and the hotel will
feature 336 suites and guest rooms, coupled with wellness facilities, five destination
restaurants and bars including a rooftop bar with panoramic views. The hotel’s terraces on its
podium level will feature a garden surrounding the signature arches of the heritage building.
It will also have a ballroom and seven multi-function rooms. The building was constructed in
1969 and won multiple awards for its ground-breaking and energy-efficient design.

The table below shows certain information of The Murray:

Expected conversion completion date . ........ : By the end of 2017

Acquisition cost ...... ... ... L . Approximately HK$4,400 million
Estimated conversion cost Not® ... . Approximately HK$3,100 million
Carrying cost as at 30 June 2017 ............ : HK$6,501 million

Financing . . ... .. . : Our internal resources

Note: Including estimated conversion cost of approximately HK$2,710 million and a prudent contingency in case of
cost overruns.

Units at Star House

We also own for investment purposes certain units at Star House located in Tsim Sha
Tsui.
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Suzhou IFS

Suzhou IFS is a mixed-use integrated complex under development for investment
purposes, in which HCDL owns an 80% interest. Located in the new central business district
in Suzhou, Suzhou IFS will be a 450-metre tower comprising Grade A offices, sky residences,
serviced apartments and a premium boutique hotel, Niccolo Suzhou, with 133 rooms (which is
intended to be managed by Wharf Hotels). See “Connected Transactions — B. Continuing
Connected Transactions Subject to the Reporting and Announcement Requirements of the
Listing Rules — 2. Provision of Hotel Management Services by the Remaining Wharf Group”
for further information. The table below shows certain information of Suzhou IFS:

Expected construction completion date ... ....... . End of 2018

Acquisition cost .. ... : Approximately RMB351 million
Estimated developmentcost. . ................. : Approximately RMB5,400 million
Carrying cost as at 30 June 2017 .............. . Approximately RMB2,821 million
Financing of our attributable portion ............ :  Our internal resources

Marco Polo Changzhou

Located in the Xinbei District in Changzhou, the Marco Polo Changzhou hotel has 302
rooms, with areas ranging from 452 sq.ft. to 1,948 sq.ft. for guest rooms, and 4,446 sq.ft. for
the Presidential Suite . It features recreational and other facilities and amenities including a
pillar-less grand ballroom, meeting rooms, a business centre, a fithess centre, outdoor venues
for weddings, four restaurants and bars. It is managed by Wharf Hotels. See “Connected
Transactions — B. Continuing Connected Transactions Subject to the Reporting and
Announcement Requirements of the Listing Rules — 2. Provision of Hotel Management
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Services by the Remaining Wharf Group” for further information. The following table shows the
average occupancy rate and other operating data of the Marco Polo Changzhou during the
Track Record Period:

FY2014 FY2015 FY2016 1H2017
Average occupancy rate (%) ........... 16 (Note) 31 44 53
Average room rate (RMB per room) .. ... 512 468 427 383
RevPAR(RMB) .. ..................... 84 143 188 201

Note: Marco Polo Changzhou opened in August 2014.
Development Properties in the PRC

Our development properties in the PRC comprise four property development projects in
Chongqing, Changzhou, Suzhou and Shanghai, the PRC, of which two are held by subsidiaries
of HCDL, and the remaining two are held through joint ventures and an associate, respectively.
It is intended that all completed properties in these four projects will be sold. As at 31
December 2016, 93% of the saleable GFA of these four projects had either been sold or
pre-sold. We expect that (i) most of the pre-sold properties will be delivered to the purchasers
by the end of 2017 and that we will not generate significant revenue from property
development in the PRC following such delivery, and (ii) the Shanghai South Station project (in
which HCDL has a 27% interest and through which we have a 19% attributable interest), which
will contribute to our share of results after tax of our associate, will be completed in the first
half of 2022. The HCDL Group has no other landbank for development and we understand from
HCDL that it does not intend to replenish its landbank. We do not intend to further engage in
property development in the PRC.

The following table shows certain information of our Valuation Properties which are
development properties in the PRC as at 31 August 2017. Information in the table below (other
than the independent valuation attributable to our Group) for each property is in respect of
100% of that property and not on an attributable basis, regardless of whether the property is
held through a member of our Group or a joint venture.

Development property

Completed development properties under development
Changzhou

Project The U World, Chonggqing Times Palace Suzhou Times City
Location ............ Chonggqging Changzhou Suzhou
Usage . ............. Retail and residential Retail and residential Retail and residential
GFA as at 31 August 16,500 33,300 124,400

2017 (approximate

sq.m.). . ... ...
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Completed development properties

Development property

under development

Changzhou
Project The U World, Chongqing Times Palace Suzhou Times City
Description . . ........ A large-scale residential Comprising residential Residential

Construction
completion date /
Expected
construction

completion date. .. ..

Interest attributable to

our Group (%) . .....

Total independent
valuation (RMB

million) . .. .........

Independent valuation
attributable to our

Group (RMB million) . .

Property number in the

property valuation

report in Appendix Il

Notes:

development comprising

medium-rise
apartments, high-rise
apartments, terrace
houses and retail units.

2017

39("

726

283

24

towers, medium-rise

apartments, high-rise

apartments, villas and
retail units.

March 2018

72

230

166

20, 21

development to be
erected over four
parcels of contiguous
land located along the
main east-west
thoroughfare of Xiandai
Da Dao and near a
future metro station.

November 2017

57

2,689

1,533

22,23

(1)  The attributable interest to our Group is 39% as The U World, Chongqing is held as to 55% by HCDL (which is
held as to 72% by our Company) and 45% by an independent third party.
(2)  The attributable interest to our Group is 72% as Changzhou Times Palace is wholly-owned by HCDL (which is
held as to 72% by our Company).
(3)  The attributable interest to our Group is 57% as Suzhou Times City is held as to 80% by HCDL (which is held
as to 72% by our Company) and 20% by an independent third party.

The acquisition cost of Suzhou Times City was RMB2,722 million. The total estimated
development cost is RMB4,600 million and the estimated remaining development cost
expected to be incurred is RMB300 million, of which our attributable portion has been or will
be financed by our internal resources.
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We also hold a non-controlling interest in Shanghai South Station, a commercial
development in Xuhui District, Shanghai, through an associate. The property is located next to
Shanghai South Railway Station and had a total GFA of approximately 634,500 sq.m. as at 31
August 2017. Construction is expected to be completed in the first half of 2022. The
attributable interest to our Group is 19%, as the project is held as to 27% by HCDL and
collectively 73% by independent third parties.

PROPERTY LEASING AND MANAGEMENT

We provide property leasing and management services for all of our properties, other than
(i) Crawford House and our premises at Wheelock House for which we engage the
Ex-Wharf-REIC Wheelock Group to provide property management and (ii) our hotels, which
are managed by Wharf Hotels. Leasing is conducted either directly by our property leasing
team or through the appointment of agents. Our principal customers are tenants of our
investment properties. See “Customers” below for details of our leasing arrangements with our
customers.

Lease Renewal Policy

Our property management system keeps track of the expiry dates of the leases of our
investment properties, and we take a proactive approach in discussing lease renewals with our
preferred tenants, based on the tenant’s track record, and (i) for retail tenants: their retail
performance and whether they conform with the prevailing market trend and our planned trade
mix in the relevant property, and (ii) for office tenants: their corporate image. The typical lease
term is two to three years, but in exceptional cases such as major flagship stores or large
restaurants which commit to make substantial capital expenditure investment, we may
consider offering a longer lease term. Other factors which we take into consideration in
determining lease terms include the size and location of the premises, and whether any
relocation or renovation of premises would be required.

Property Management

Our property management team is committed to providing professional and quality
services to tenants and visitors of our properties. While our on-site staff members routinely
inspect the structures and conditions of the properties to ensure cleanliness, safety and
security, they also actively solicit feedback from tenants and visitors with a view to
continuously improving our services and standards. Routine maintenance for all facilities is
carried out by our staff as well as outsourced contractors to ensure smooth operations.
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Property Maintenance, Refurbishment and Renovation

We continuously carry out property maintenance and refurbishment at our investment
properties as part of our property management process. Maintenance of facilities such as
elevators, escalators and fire and safety equipment are conducted regularly, and in
compliance with the relevant regulatory requirements where applicable. We frequently conduct
reviews to identify any need for refurbishment and renovation for our investment properties
based on the wear and tear of the premises, and as part of our asset enhancement, as
described below. Refurbishment and renovation works are arranged and conducted in a
manner so as to minimise any disruption to our tenants and our retail or office operations as
a whole.

ASSET ENHANCEMENT

We constantly carry out asset enhancements or premises improvement works to improve
the performance and appeal of our properties. We actively manage our mall space to cater for
a diversified range of shoppers and tenants. We also strive to tap into shoppers’ evolving
demand by continuously optimising our tenant mix. During the Track Record Period we carried
out various asset enhancements or premises improvement works, including various
conversion and relocation projects to (i) optimise layout and space utilisation of our premises,
(ii) update and refresh the premises to maintain the quality of our properties, (iii) cater for the
latest or anticipate future market trends, and (iv) manage the shopper flow in the properties.
We believe such asset enhancement initiatives improved the marketability of the properties to
tenants.

For instance, we undertook a value-accretive revamp in Times Square prior to the Track
Record Period by relocating the cinema, which had been operating on its site for close to 20
years and needed an update, to the 13th floor, vacating its original location on the ground and
second floors for new luxury anchor stores, and refining the restaurant mix to house a diverse
offering of restaurants. As part of the revamp plan, we also upgraded the elevators to cater for
the cinema and to enhance the access of shoppers to the upper restaurant floors and
consequently improve the attractiveness of the restaurants and in turn attract more diners.
These initiatives aim to improve the overall shopping experience, expand our retail tenant mix
to attract shoppers from different walks of life, and strengthen Times Square’s positioning as
a must-visit “shoppertainment mall” on Hong Kong Island.

Another example is that we have upgraded Plaza Hollywood as a “one-stop destination
for shopping, dining and entertainment” in Kowloon East. We added more popular
medium-priced brands and refined our food and beverage offering with crowd-drawing and
revenue-driving capabilities, improved the layout through a realignment of the shopfronts
facing the atrium, and reconfigured ex-restaurant space to house a large supermarket and
converted the previous food court to house three popular restaurants. The aim of the revamp
was to transform Plaza Hollywood into a regional mall instead of a local neighbourhood mall.
We have identified and added tenants which contribute to the overall visitor experience,
including entertainment and renowned restaurants. We strategically placed our tenants to
manage traffic flows and optimise usage of floor space.
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The following table shows our capital expenditure on our investment properties for the
Track Record Period:

Capital expenditure (HK$ million) FY2014 FY2015 FY2016 1H2017

Investment properties in Hong Kong

Harbour City. .. ... ... ... ... .. ..... 569 559 784 221
Times Square. . .......... ... ... 55 103 38 36
Plaza Hollywood . ..................... 22 43 18 2
Others. .. ... 5 7 — =
Sub-total ......... ... ... ... 651 712 840 259
Acquisitions .. ... . 5,791 — 6,307 —
Other property (Suzhou IFS) ............ 588 696 623 231
Total........ ... ... ... ... 7,030 1,408 7,770 490

Subsequent to the Track Record Period, we have opened a four-storey extension building
at Ocean Terminal with a LFA of approximately 94,000 sq.ft.. The extension building at Ocean
Terminal was planned and constructed subsequent and pursuant to the grant of government
lease for Ocean Terminal in 2012.

When we decide to carry our asset enhancement works, we also often aim to manage the
shopper flow in the properties. For example, the relocation of the cinema in Times Square and
the associated upgrade of the elevators to cater for it to bring more shoppers to the upper
restaurant floors of the shopping mall, and the extension building at Ocean Terminal, with
dining options with view of the Victoria Harbour and areas for outdoor events, is seeking to
bring more shoppers to the farthest end of Ocean Terminal.

Our asset enhancements or premises improvement works generally do not require
material capital expenditure and do not have a material adverse financial impact on our Group.
Conversely, the benefits they bring are not capable of being quantified. Rather, managing our
shopping mall space and optimising our tenant mix are an integral part of our continuous and
active lease management and the essence of what our business is. Refurbishment, renovation
and reconfiguring of retail space are generally arranged in the normal course of our investment
properties operations and conducted in a manner so as to minimise any disruption to our
tenants, and to take place upon a tenant’s departure and before the occupation of the premises
by the incoming tenant.
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SUPPLIERS

During the Track Record Period, our major suppliers consisted mainly of construction
companies which provide construction services for our properties under development, and
providers of cleaning, security and other maintenance services in Hong Kong and the PRC.

We typically contract out construction and construction-related work to construction
companies which are independent third parties through selective tendering. We maintain a list
of qualified contractors for different types of work. We select our contractors by taking into
account various factors including their qualifications and experience, price quotations,
reputation for reliability and quality and safety.

The quality and timeliness of the construction is warranted by contract. Generally, the
contractors are responsible for, among others, (i) procurement of raw materials; (ii) any quality
issues in relation to construction and construction-related work; and (iii) remedying defects
during the defects liability period. Cost control and construction progress are monitored during
the construction period with close on-site supervision and quality control procedures. Details
on the quality control measures adopted are further set out in “Quality Control” below.

For FY2014, FY2015, FY2016 and 1H2017, purchases from our five largest suppliers
accounted for approximately 18%, 13%, 11% and 17% of our total purchases, respectively. For
the same periods, purchases from our largest supplier accounted for approximately 8%, 4%,
4% and 4% of our total purchases, respectively. As at the Latest Practicable Date, all but one
of our five largest suppliers during the Track Record Period have been suppliers to us for more
than five years.

After completion of the construction of our development properties, our major suppliers
will be the suppliers for our properties held for investment purposes, including cleaning
companies and security service providers.

During the Track Record Period, our five largest suppliers granted us credit terms of up
to 60 days or allowed for payment by instalment as stipulated in the relevant contracts, and we
settled our payment mainly by bank transfer.

Our five largest suppliers are independent third parties and, to the best knowledge and
belief of our Directors, none of our Directors or their close associates or any Shareholders
(which to the knowledge of our Directors own more than 5% of our Shares) had any interest
in any of our five largest suppliers during the Track Record Period.

During the Track Record Period, we had not experienced any difficulties in sourcing our
purchases or any significant defaults or delay in delivery of our purchases by our suppliers
which caused material disruption to our business.
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QUALITY CONTROL AND PROJECT MANAGEMENT

Investment Properties

See “Property Leasing and Management” and “Asset Enhancement” above for details of
quality control measures in relation to our investment properties.

Hotels

Each of our hotels is regularly monitored by its general manager. In addition, our internal
audit team as well as Wharf Hotels pay periodic visits to each of the hotels to audit the various
operating procedures as well as to review the condition of the properties. Our three hotels in
Hong Kong and one in the PRC are, and it is expected that Niccolo Suzhou in Suzhou IFS and
The Murray will be, managed by Wharf Hotels, which provides services related to the
management, marketing and technical services and/or any other services relating to the
development and/or operation of hotels and/or serviced apartment property(ies) to us. See
“Connected Transactions — B. Continuing Connected Transactions Subject to the Reporting
and Announcement Requirements of the Listing Rules — 2. Provision of Hotel Management
Services by the Remaining Wharf Group” for further information.

Development Properties

In view of Wharf Group’s expertise in quality control and project management of
development properties, we engaged Wharf China Development Limited, a wholly-owned
subsidiary of Wharf, to provide quality control and project management services to our
property development projects during the Track Record Period. It is expected that Wharf China
Development Limited will continue to provide such quality control and project management
services to us following Listing, which will constitute a continuing connected transaction under
the Listing Rules. Further details in relation to the relevant quality control and project
management services agreement are set out in “Connected Transactions — B. Continuing
Connected Transactions subject to the Reporting and Announcement Requirements of the
Listing Rules — 1. Provision of Property Services by the Ex-Wharf-REIC Wheelock Group”.
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SALES AND MARKETING

Investment Properties

Our marketing team is responsible for formulating the marketing strategies for our
investment properties, design and implementation of the marketing campaigns and publicity of
promotional events by use of various communication tools such as websites, social media,
television and publications. It also closely monitors market conditions and identifies new
potential marketing opportunities to bring attention to our investment properties.

The table below shows in generic terms the market positioning and our tenants’ target
shopper groups for Harbour City and Times Square.

Harbour City
Market positioning: . .. ... ... ... e iconic property with substantial scale in Tsim Sha Tsui, one of the most
popular shopping destinations in Hong Kong
e premier destination for shoppers

Marketing initiatives implemented to showcasing internationally renowned brands, attracting a diversified mix
achieve such positioning: . . .. .. of tenants
e diverse culinary offerings

Target shopper groups: . . ... .. .. e local shoppers and tourists
e customers of well-known brands and retailers across a wide variety of
industries and trades

Strategies to attract shoppers e continuous optimisation of tenant mix to attract shoppers
during Track Record Period:. . . . . e “Shoppertainment” experience enhancement, e.g., Hong Kong debut of

high-end French restaurant in 2014, opening of well-known international
sportswear brand flagship and Kowloon debut of a high-end Chinese
restaurant in 2016, and Hong Kong debut of a popular cheesecake shop
in 2017

e glamorous events and exhibitions to attract foot traffic. See table below
for examples of our notable promotional events

e special decorations for festivals such as Christmas and Chinese New

Year
Areas or sub-sections with themes: . Areas or sub-sections Themes
e Kids Zone on G/F Ocean Terminal e kids and maternity
e toys
e Sports Zone on 2/F Ocean e sports
Terminal
e Premises along Canton Road e international luxury / high-end
brands
e 3/F Ocean Centre e electronics and audio-visual
products
e 2/F Gateway | e trendy fashion
e 2/F Ocean Terminal e beauty and personal care
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Times Square

Market positioning: . .. ... ... ...

Marketing initiatives implemented to

achieve such positioning:

Target shopper groups:

Strategies to attract shoppers

Areas or sub-sections with themes:

. Areas or sub-sections

iconic property with substantial scale in Causeway Bay, one of the most
popular shopping destinations in Hong Kong
premier destination for shoppers

showcases internationally renowned brands, attracting a diversified mix
of tenants
diverse culinary offerings

local shoppers and tourists
customers of well-known brands and retailers across a wide variety of
industries and trades

continuous optimisation of tenant mix to attract shoppers
“Shoppertainment” experience enhancement, e.g., Hong Kong debut of a
French luxury bakery, tea and sweets shop in 2014, and Hong Kong
debut of a South Korean beauty and cosmetics brand in 2016
glamorous events and exhibitions to attract foot traffic. See table below
for examples of our notable promotional events

special decorations for festivals such as Christmas and Chinese New
Year

Themes

restaurants, including regional
Chinese specialties, various Asian
delicacies, and numerous western

Food Forum on upper floors of .
the retail portion

cuisine

Lower floors e international luxury / high-end
brands

8/F e audio-visual products, watch and
jewellery

7/F e sportswear

B2 e cosmetics

The following are a selection of notable events held at Harbour City and Times Square in

recent years:

Year

Event

Harbour City . . . ..

2014

“Rubber Duck”, the exhibition of an inflatable
16.5-metre-tall giant Rubber Duck at Ocean Terminal
floating in Victoria Harbour which became a
talk-of-the-town event, attracted heavy foot traffic from
the local population and tourists and created
international media coverage

“Dare to Dream” Snoopy Art & Life Exhibition, where
various Snoopy art pieces made with Japan’s traditional
crafts were displayed
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Year Event

2015 “The Happiness Hunt — Where’s Wally?”, where the
precious original artwork of Martin Handford was
exhibited in Asia for the first time and which
successfully attracted crowds and media attention

2016 “We’re All Smurfs”, a debut exhibition featuring 36
precious original works of the Belgian cartoonist Peyo

2016 “Style Up BE@RBRICK”, a fashion-art group exhibition

2017 Bubble Up @ Harbour City, where Japanese artist Mr.

Shinji Ohmaki held his first solo art exhibition in Hong
Kong with “Millions of Bubbles”, tailor-designed Bubble
Pyramid at the centre of the forecourt, with bubble
machines installed to produce millions of bubbles with
Victoria Harbour as the backdrop

Times Square . ... 2014 Gaudi Exhibition, which showcased 14 models of work
designed by Spanish Catalan architect Antoni Gaudi,
including Gaudi’s best known unfinished masterpiece
Sagrada Familia cathedral in Barcelona

2015 GUNDAM docks at Hong Kong Il, where a 1:3 scale
Unicorn Gundam, made with a mechanical steel body
frame and a fiber glass surface, was displayed

2016 “The Living Room Museum”, established at the Open
Piazza which became the centre stage of exhibitions
including popular manga “Saint Seiya™s 30th
anniversary exhibition

2017 Picasso and Jacqueline Exhibition, an exhibition
showing pieces of artwork that Picasso dedicated to his
last wife, Jacqueline, which were exhibited outside
Spain for the first time

We offer quality shopper services such as the i-Concierge Kiosk at Harbour City, which
is a digital personalised shopper service kiosk with a simple one-touch and user-friendly
interface, live agent support and real-time directory service, allowing shoppers to
communicate face-to-face with a live video agent.

With an aim to increase shopper loyalty, encourage shoppers’ spending as well as attract
new shoppers, we offer membership programmes such as the Harbour City VIC Club and
Times Square VIC Club. Members of these programmes can enjoy a variety of loyalty benefits
and privileges such as birthday offers, discounted purchases at certain stores and are
incentivised to spend more with points redemption. We also incentivise shoppers to spend
more with the numerous collaborations lined up by Harbour City and Times Square with major
credit cards and debit cards.
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Hotels

Our major sales distribution channels for our hotels include travel agents, online booking
agents and cooperation with corporate customers. Room rates are reviewed and adjusted
periodically, taking into account factors such as seasonality of the hospitality industry, price of
our competitors and prevailing market conditions.

Development Properties

In view of the Wharf Group’s expertise in sales and marketing of properties, during the
Track Record Period, we engaged Wharf China Development Limited, a wholly-owned
subsidiary of Wharf, to provide sales and marketing services. It is expected that Wharf China
Development Limited will continue to provide such sales and marketing services to us
following Listing, which will constitute a continuing connected transaction under the Listing
Rules. Further details in relation to the relevant sales and marketing agreement are set out in
“Connected Transactions — B. Continuing Connected Transactions Subject to the Reporting
and Announcement Requirements of the Listing Rules — 1. Provision of Property Services by
the Ex-Wharf-REIC Wheelock Group”. During the Track Record Period, we also engaged
external marketing companies for the marketing services of our properties.

CUSTOMERS

Our main revenue is rental income from our investment properties. We have a wide and
diverse tenant base (more than 1,900 tenants as at 30 June 2017), and enjoy well-established
and long-term relationships with our tenants.

Our five largest customers during the Track Record Period comprised major reputable
retail brands. For FY2014, FY2015, FY2016 and 1H2017, revenue from our five largest
customers in aggregate accounted for approximately 9%, 9%, 10% and 9% of our total
revenue, respectively. For the same periods, revenue from our largest customer accounted for
approximately 3%, 3%, 3% and 2% of our total revenue, respectively.

Lease terms for our principal investment properties range from two to twelve years and
generally range from two to four years for retail tenants and three to six years for office
tenants. Rental rates under our leases generally do not increase each year, but after the expiry
of each term. Retail leases are usually subject to pre-agreed base rent or turnover rent at
pre-agreed rates whichever is higher. Prior to expiry of the tenancies, the rental rates for such
properties are typically locked in at a level which may deviate from the prevailing market rate
for similar properties.

We generally require our tenants to pay their monthly rental in advance. For our hotel
customers, we do not provide any credit term except that we may provide corporate customers
and travel agents with credit terms of up to 30 days.
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Our five largest customers are independent third parties and, to the best knowledge and
belief of our Directors, none of our Directors or their close associates or any Shareholders
(which to the knowledge of our Directors own more than 5% of our Shares) had any interest
in any of our five largest customers during the Track Record Period. One of our five largest
customers was a connected person of Wharf for a substantial part of the Track Record Period.
The lease transactions we entered into with that customer, before it ceased to be a connected
person of Wharf, were governed by a framework agreement. The then independent
non-executive directors of Wharf confirmed that such transactions were (i) entered into in the
normal and usual course of business, (ii) on normal commercial terms or better, and (iii) on
terms that are fair and reasonable and in the interests of the Wharf Shareholders as a whole.
That customer will not be a connected person of our Company upon Listing.

MARKET AND COMPETITION

Hong Kong

The property investment market in Hong Kong is highly competitive. We compete with
other investment property owners and operators to attract and retain tenants. We compete for
retail tenants primarily based on the leading market positions of our flagship properties,
Harbour City and Times Square, which possess substantial scale, occupy strategic locations
in Hong Kong and are well-established brands, as well as our effective and forward looking
marketing initiatives which attract shoppers. For office premises, we compete primarily based
on the quality and location of our properties and our reputation as a property owner. In the
hotels and serviced apartments market, we compete primarily based on the location,
reputation, brand recognition, room rates and range of services and facilities offered by our
hotels and serviced apartments. Despite the competitive environment, we have been able to
maintain high average occupancy rates for our investment properties.

We believe the increasing popularity of e-commerce retail channels will not have a
material adverse effect on our business in the foreseeable future, as our flagship properties,
Harbour City and Times Square, occupy commercially strategic locations and leading market
positions among commercial properties in Hong Kong, and offer a wide range of shopping,
dining and entertainment experience to local shoppers and tourists. We believe that our
effective and forward looking marketing initiatives will continue to enable us to maintain the
relevance of the physical stores at our retail premises. Further, we believe that international
brands often open flagship stores at Harbour City and Times Square as showcases for the
brands and not just for the purpose of generating immediate sales at the premises. Our
dedicated marketing team places great emphasis on the design and launch of shopping
centre-wide marketing campaigns. Our diverse marketing programmes include exhibitions by
local and renowned international artists, as well as character themed events which aim to draw
shoppers to our shopping malls and reinforce the brand awareness of the malls. We will
continue to implement marketing strategies targeting both local shoppers and overseas
visitors. See “Business — Sales and Marketing — Investment Properties” for further
information.
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The PRC

Our existing and potential competitors in the PRC are other major developers in the PRC.
We focus on high-rise mixed-use developments in the PRC. Principal competitive factors
include the experience and capabilities of the management team, the quality and location of
the properties and market reputation. Our hotels in the PRC face competition from other hotel
operators with hotels located in the vicinity, particularly those that offer rooms and banqueting
and meeting facilities of a similar quality at similar prices. Our hotels in the PRC compete
primarily based on the location, reputation, brand recognition, room rates and range of
services and facilities offered by our hotels.

For more information on the competitive landscape of our various business segments,
see “Industry Overview”.

AWARDS

We have received numerous honours and awards for our properties and marketing
events. The table below sets out the key awards we have received in the Track Record Period
and up to the Latest Practicable Date:

Award Year Issuing Entity

Harbour City

German Design Award Special 2017 2017 The German Design
— “Double Happiness” - “Excellent Communications Design - Event” Council

ICSC Asia Pacific Shopping Center Awards 2016 2016 The International
— “Swimming by the Harbour” - Gold Award (Public Relations and Events) Council of Shopping
— “Where’s Wally?” - Gold Award (Sales Promotion/Traffic Activation) Centers

Marketing Events Awards 2016 2016 Marketing Magazine
— Best PR Strategy Gold Award

ICSC China Shopping Center Awards 2015 2015 The International
— “Gold Award - Marketing” Council of Shopping

Centers
The Golden Globe Tigers Awards 2015 2015 CMO Council

— Marketing Campaign of the Year
— Best Use of Social Media in Marketing

Times Square

Marketing Events Awards 2016 2016 Marketing Magazine
— “Times Square Music Room” - Gold Award (Best Use of Venue)
— “The Living Room Museum” - Gold Award (Best Exhibition Event)

The Golden Globe Tigers Awards 2016 2016 CMO Council
— “The Living Room Museum” - Shopping Center of the Year Award
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Award

Year

Issuing Entity

Plaza Hollywood

Shopping Mall Awards 2016-2017
— “Top 25 My Favourite Shopping Malls Events”

U Travel Awards 2016
— Grand Award (My Favourite Integrated Travel Information Centre)

Smart Parents’ Choice - Brand Awards 2016 — Grand Award

Gateway Apartments

Best of the Best Awards 2016
— The Best Serviced Apartment Award
— The Best Eco-Friendly Serviced Apartment Award

Best Service Award 2016 (Serviced Apartment category)

MobileWebAwards 2016
— Best Real Estate Mobile Website

Marco Polo Hongkong Hotel

2017 Hong Kong Management Association’s Quality Award — Merit Award

Marketing Events Awards
— Marco Polo German Bierfest: Gold Award for ‘Best Outdoor Events:
Arts, Leisure and Entertainment’

Best Business Hotel Award

Gateway Hotel
— TripAdvisor — 2017 Certificate of Excellence
— Best Popular Hotel Award
— Luxury Hotel of Hong Kong

Prince Hotel
— TripAdvisor — 2017 Certificate of Excellence
— Best Family-friendly Hotel Award
— Talk’s Top Leisure Hotel, Hong Kong

Marco Polo Changzhou
China Travel Awards — Best Family Hotel

China Travel Awards — Reader-Selected Hotel

City Traveler Best Hotel Awards — Best MICE Hotel Award
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2016
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2016

2017

2017
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2017
2016
2016

2017
2016
2016

2016
2016

2016

Times

U Lifestyle

Smart Parents
Magazine

Squarefoot

Capital Weekly

Web Marketing
Association

Hong Kong
Management
Association

Marketing Magazine

Ctrip.com

TripAdvisor
Ctrip.com

Luxury Lifestyle Awards

TripAdvisor
Ctrip.com

Talk Magazine
(Shanghai)

Travel+ Magazine

Travel+Leisure
Magazine

City Traveler Magazine
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CORPORATE SOCIAL RESPONSIBILITY

We are committed to a high standard of corporate social responsibility and aim to achieve
excellent corporate governance, maximise economic and social value to the community, as
well as reduce our impact on the environment.

We have participated in The Hong Kong Council of Social Service’s Caring Company
Scheme and were awarded the “Five Year Plus Caring Company Logo”. We were also engaged
in initiatives helping children with special needs and youth from underprivileged backgrounds
by collaborating with charities including Children’s Cancer Foundation, Heep Hong Society
and Project WeCan partner schools. In particular, Project WeCan is a school improvement
project launched by Wharf in 2011 that aims at empowering local secondary school students
with disadvantaged backgrounds through learning opportunities.

EMPLOYEES
As at the Latest Practicable Date, we had a total of 2,660 full-time employees in Hong

Kong and the PRC. A breakdown of our employees as at the Latest Practicable Date is set forth
below:

Number of
Function employees
Hong Kong
Investment properties
- ACCOUNTING . .. 46
- Personnel and administration ........... .. ... ... . .. 39
- LeaSINg. . o 43
- Marketing and promotions . ... ... ... ... 43
- Operations and tenant services . ........... . ... 437
- Estate project management . ... ... 68
- Serviced apartment ... 136
- Others .. 41
Hotels and club . . ... ... . 1,183
Star Ferry . . 265
Sub-total: ... ... e 2,300
The PRC
Investment properties . ... . . 39
Development properties . ... ... .. 60
Hotels . . o 261
Sub-total: .. ... .. 360
Total: . . . 2,660
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We offer competitive remuneration packages and medical insurance to our employees.
Employees are remunerated according to their job responsibilities and market pay trends with
a discretionary annual performance bonus as variable pay for rewarding individual
performance and contributions to our achievement and results.

We strive to provide a harmonious and supportive work environment to our employees.
The recruitment process of our employees is based on principles of fairness and equality. We
have established policies to ensure that all candidates are offered equal opportunities,
regardless of their gender, race, age or any other demographic characteristics. Such
antidiscrimination practices are also extended to the day-to-day workplace conduct to nurture
a culture of inclusiveness and harmony.

In addition, we place great emphasis on the training and development of our employees.
We provide our employees with appropriate job-related training and offer personal
development training to our staff in managerial/supervisory roles to enhance their
management and leadership abilities. We also offer sponsorships to eligible employees to
participate in external professional or job-related seminars.

ENVIRONMENTAL MATTERS

We are committed to sustainable development and adhere to high environmental
standards in our properties and hotel operations. Throughout the years, we have implemented
various initiatives focusing on sustainable use of resources, carbon reduction and
environmental protection.

We comply with relevant laws and regulations related to energy management such as the
Building Energy Code and Building Energy Efficiency Ordinance (Chapter 610 of the Laws of
Hong Kong) in Hong Kong. We continue to identify opportunities to better manage energy
consumption by upgrading facilities and equipment, retrofitting operational practice and
encouraging behavioral change of our employees and customers.

We continued to upgrade lighting systems across all premises. More than 1,400 lights
were replaced with LED lights during 2016, which are expected to save over 315,970 kilowatt
hour per year. Replacement of chillers and components of the ventilation and air-conditioning
system with more energy efficient models have saved over 2,900,000 kilowatt hours in 2016.
We continue to leverage renewable energy to support our operations. Solar photovoltaic
panels on rooftop of Gateway Towers 1, 2 & 6 of Harbour City provide renewable energy to
power staircase lighting and ventilation systems of our office buildings within these properties,
while a solar water heating system is available on the rooftop of Gateway Apartments to
provide hot water generated by clean energy throughout operations. Guidelines and tips are
provided to our tenants to encourage environmentally friendly practice during renovation or fit
out work.
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The majority of our water is for use in our shopping malls, offices, hotels and serviced
apartments, and usage is largely dependent on the behaviours of our tenants, shoppers and
guests. Continuous efforts have been made to enhance efficient use of water and advocate for
responsible consumption habits. We have obtained licenses for water and sewage discharge
to comply with relevant laws and regulations such as the Water Pollution Control Ordinance
(Chapter 358 of the Laws of Hong Kong).

Recently, we implemented various measures to achieve water efficiency in 2016. For
example, ongoing replacement work of automatic taps, automatic flush water basins and
urinals was in progress, while retrofitting works were conducted during the year to recycle
bleed-off water from fresh water cooling towers for flushing. Across our premises and offices,
where appropriate, water limiters and other water saving devices were installed to monitor and
reduce overall water consumption.

We understand the materials procured and the waste generated by our operations may
pose a significant impact on the environment. Green procurement policies and guidelines are
put in place to give preference to more environmentally friendly products and services. We
have also formed a long-term partnership with several environmental non-governmental
organisations to recycle our waste for alternative uses.

We signed the “Stop/Reduce Using Plastic Umbrella Bags” Charter from Greeners Action,
and place umbrella dryers in our shopping malls to encourage plastic free habits for our
shoppers. Also, we encourage our tenants to donate unwanted furniture and electronic
appliances to partner schools under Wharf’s Project WeCan programme or people in need,
which helps to reduce waste sent to landfills.

The Pacific Club has partnered with the Hong Kong Environmental Protection Association
since 2014 to recycle Christmas and Peach Blossom Trees. Also, glass bottles in the food and
beverage outlets are recycled and sent to Hong Chi Association to make eco-bricks.

Being a developer of properties in the PRC, we are subject to various environmental laws
and regulations in the PRC, as set out in “Appendix IV — Regulatory Overview — C.
Regulatory Overview of the PRC Property Industry — (e) Regulations on Environment
Protection”. During the Track Record Period, we did not experience any material
environmental pollution incidents in the PRC.

During the Track Record Period, the total costs of compliance with applicable
environmental laws and regulations incurred by us were immaterial to our Group. The annual
costs of compliance going forward are expected to be similar. During the Track Record Period,
none of our properties received any material fines or penalties associated with the breach of
any environmental laws or regulations.
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HEALTH AND SAFETY

We are subject to the health and safety requirements in Hong Kong and the PRC. We
have internal policies and systems in place designed with a view to implementing and ensuring
compliance with such requirements. We believe that we were in material compliance with such
requirements during the Track Record Period up to the Latest Practicable Date.

Our liability to our employees is covered by insurance, which we are required by law in
Hong Kong and the PRC to have. We do not have an insurable interest in relation to the
employees of our contractors. Our contractors are required by applicable laws in Hong Kong
and the PRC to have insurance which covers their liabilities to their employees.

In order to provide a safe working environment and protect our employees from
occupational hazards, we have also implemented sound workplace measures to ensure all
risk-bearing activities are monitored and supervised, and newly joined employees receive
comprehensive orientation on the work safety procedures.

We also closely monitor any report of occupational incidents. During the Track Record
Period, we were not involved in accidents that resulted in material injuries or fatality in the
course of our operations, and no material prosecution has been laid against us by any relevant
authorities in respect of violation of applicable laws on health and safety. During the Track
Record Period, we did not receive any material claims for personal injuries by our employees
under the employees’ compensation insurance policies.

INTELLECTUAL PROPERTY

As at the Latest Practicable Date, we had registered 15 trademarks and 8 domain names
and had obtained license from the Wharf Group for the use of 16 trademarks, which are
material to our business. For further details of intellectual property rights, see “Appendix VII
— General Information — Further Information About Our Business — 8. Material Intellectual
Property Rights”.

We have entered into the trademark agreements with members of the Remaining Wharf
Group and the Ex-Wharf Wheelock Group, pursuant to which they have granted to our Group
a non-exclusive right to use the Wheelock and Wharf related trademarks and certain other
trademarks for a nominal consideration (amounting to HK$1 per agreement). Further
information on the trademark agreements are set out in “Connected Transactions”.

As at the Latest Practicable Date, we were not engaged in any material dispute, litigation
or legal proceedings relating to the violation of intellectual property rights.
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INSURANCE

Our properties in Hong Kong are in general insured to standards in line with industry
practice in Hong Kong. In addition to statutorily required insurances, we purchase other
insurances, where considered necessary, to cover the major risks identified by us. The
principal insurances in place for completed properties are property damage insurance,
employees’ compensation insurance and public liability insurance.

There are no national mandatory provisions under the relevant PRC laws and regulations
requiring property developers to maintain insurance coverage with respect to their property
development operations in the PRC. We maintain insurance policies including property all
risks insurance, employer’s liability insurance, accidents and public liability insurance.

During the Track Record Period, there were no significant or unusual excess or deductible
amounts under these policies and our Directors are of the view that the insurance coverage
under these policies is adequate and customary for our industry.

However, circumstances may develop in the future that render our present insurance
policies inadequate. See “Risk Factors — Risk Relating to our Business — We may suffer
losses arising from uninsured risks” for further details.

HEDGING ACTIVITIES

During the Track Record Period, certain portions of our Group’s bank deposits and cash,
equity investments, bank loans and inter-company balances were denominated in USD, RMB,
JPY, SGD and AUD (as the case may be), while our revenue and direct costs and operating
expenses were mainly denominated in HKD and RMB. In order to reduce our foreign exchange
risk exposure, during the Track Record Period, we had derivative financial instruments
substantially all of which were forward foreign exchange contracts. See “Financial Information
— Description of Certain Items of Combined Statements of Financial Position — Derivative
financial instruments” for details.

Our foreign exchange hedging activities were managed and monitored by a finance
committee (the “Finance Committee”), the members of which included Mr. Ng Tin Hoi
Stephen, our Chairman, Executive Director and Managing Director, Mr. Leung Kai Hang, our
Executive Director, and Mr. Hui Chung Ying Kevin, our company secretary. During the Track
Record Period, the Finance Committee assessed our hedging needs, taking into account
factors such as foreign exchange rate movements, the estimated amount of bank deposits and
cash, equity investments, bank loans and inter-company balances in USD, RMB, JPY, SGD
and AUD (as the case may be), the then prevailing foreign exchange market condition and the
recommendations from banks. The Finance Committee would obtain relevant market
information, analyse the pros and cons of various types of the derivative instruments and
determine the derivative instruments into which our Group could enter.
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Our Directors confirm that the foreign exchange derivative financial instruments used by
us during the Track Record Period were entered into for hedging purposes and not for
speculation. We have ceased to enter into any new derivative financial instruments since
December 2015 and we currently do not intend to enter into any further transactions involving
derivative financial instruments.

LEGAL AND REGULATORY PROCEEDINGS AND COMPLIANCE MATTERS

Legal compliance

During the Track Record Period and up to the Latest Practicable Date, we complied with
the relevant laws and regulations in relation to our business in all material respects and there
were no material breaches or violations of the laws or regulations applicable to our Group that
would have a material adverse effect on our business or financial condition taken as a whole.

Litigation

As at the Latest Practicable Date, no member of our Group was engaged in any litigation,
arbitration or claim of material importance, and no litigation, arbitration or claim of material
importance was known to our Directors to be pending or threatened by or against our Group,
that would have a material adverse effect on our business, financial condition or results of
operations.

Licences and Permits

During the Track Record Period and up to the Latest Practicable Date, we had obtained
all licences and permits in Hong Kong and the PRC the lack of which would have a material
impact on our business or financial condition, and such licences and permits are still valid and
in force. We have not experienced any refusal of the renewal application of any material
licences or permits necessary for the operation of our business.

Further information on the material licences and permits necessary for the operation of
our business is set out in “Appendix IV — Regulatory Overview”.
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FINANCIAL INFORMATION

You should read this section in conjunction with our combined financial information,
including the notes thereto, as set out in the Accountants’ Report in Appendix | to this listing
document. The combined financial information has been prepared in accordance with
HKFRS.

The following discussion and analysis contains forward-looking statements that involve
risks and uncertainties. These statements are based on assumptions and analysis made by
us in light of our experience and perception of historical trends, current conditions and
expected future developments, as well as other factors we believe are appropriate under the
circumstances. However, our actual results may differ significantly from those projected in
the forward-looking statements. Factors that might cause future results to differ significantly
from those projected in the forward-looking statements include those discussed in “Risk
Factors”.

OVERVIEW

We are an owner and operator of premium quality properties which we hold for investment
purposes in prime locations in Hong Kong. Our Valuation Properties in Hong Kong had an
aggregate GFA of 11.5 million sq.ft. and a total valuation of HK$255.9 billion as at 31 August
2017. Harbour City and Times Square, our flagship properties, are strategically located in Tsim
Sha Tsui and Causeway Bay, respectively. These iconic properties with substantial scale in two
of the most popular shopping destinations and busiest business districts in Hong Kong attract
constant flows of local shoppers and tourists. They occupy leading market positions among
commercial properties in Hong Kong.

We also own and operate other premium quality properties in Hong Kong which we hold
for investment purposes. These properties comprise Crawford House and our premises at
Wheelock House in Central, the prime central business district in Hong Kong, as well as Plaza
Hollywood, a leading shopping mall in Kowloon East.

HCDL, whose shares are listed on the Main Board (stock code: 51), is indirectly owned
as to approximately 72% by our Company. The HCDL Group holds the Marco Polo Hongkong
Hotel in Harbour City and the former Murray Building (which is currently undergoing
conversion into a hotel, The Murray) in Central and certain PRC property interests. We also
operate Star Ferry, which provides ferry service between Central/Wanchai and Tsim Sha Tsui.

For FY2014, FY2015, FY2016, 1H2016 and 1H2017, our total revenue was HK$17,437
million, HK$17,576 million, HK$16,851 million, HK$8,804 million and HK$9,546 million,
respectively, while our profit attributable to shareholders of our Company for the same periods
was HK$35,127 million, HK$13,787 million, HK$9,917 million, HK$4,440 million and HK$4,900
million, respectively. For the same periods, excluding the attributable increase in fair value of
investment properties, our profit for the year attributable to shareholders of our Company
amounted to HK$7,464 million, HK$8,469 million, HK$8,706 million, HK$4,339 million and
HK$4,428 million, respectively. See “Description of Selected Items in the Combined
Statements of Profit or Loss” below for breakdown of our revenue by segment.
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BASIS OF PREPARATION AND PRESENTATION

The financial information has been prepared by our Directors based on accounting
policies which conform with HKFRS issued by the Hong Kong Institute of Certified Public
Accountants, on the basis of preparation and presentation as set out in note 1 of section B of
the Accountants’ Report contained in Appendix |, and no adjustments have been made in
preparing the financial information.

KEY FACTORS AFFECTING OUR RESULTS OF OPERATIONS

Our results of operations have been and will continue to be affected by a number of
factors, including those set out below:

Economic Conditions and Market Cyclicality in Hong Kong and the PRC

General economic conditions, principally in Hong Kong and the PRC, have affected and
may continue to affect our business and results of operations. Retail sentiment and consumer
spending have a material impact on our retail tenants’ businesses, which in turn affects
revenue from our retail premises, in particular our turnover rent, substantially all of which
revenue is derived from Hong Kong. Global economic conditions affect the number of tourists
visiting Hong Kong and their spending, which impacts our revenue from our retail premises and
our hotel businesses in Hong Kong. In addition, economic conditions in the PRC and austerity
measures imposed by the PRC government affect both our PRC business and, through the
impact on the number of PRC visitors to and their spending in Hong Kong, our retail premises
at our Hong Kong investment properties. The level of business activity in Hong Kong also
affects our revenue from our office premises. As such, we expect the demand for our properties
and our operating results will continue to be affected by the general economic conditions.

Rental Rates, Occupancy Rates, Lease Expiries and Rent Reviews

Our revenue from investment properties depends primarily upon our rental rates and
occupancy rates. Factors which can affect the rental rates for tenancies at our premises
include supply levels of comparable premises, general levels of market demand, the industries
and sectors in which our tenants operate, floor area and occupancy rates across the market.
The revenue from investment properties mainly comprises base rent and turnover rent, both
of which are heavily influenced by economic conditions as referred to above. Occupancy rates
are driven largely by rental rates at comparative properties, levels of supply and demand in the
market for similar properties, and our ability to minimise the time periods between lease
expirations and terminations and the entry into of new leases. In addition, our results of
operations may be affected if new leases are not obtained or negative rent reversion is agreed
upon renewal of tenancies.
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The following table shows information on the average occupancy rates and the average
effective monthly rent for our retail and office premises at our principal investment properties
for the periods indicated:

FY2014 FY2015 FY2016 1H2016 1H2017

Average Average Average Average Average
Average effective Average effective Average effective Average effective Average effective
occupancy monthly occupancy monthly occupancy monthly occupancy monthly occupancy monthly

rate rent rate rent rate rent rate rent rate rent
HKS$ per HKS$ per HKS$ per HKS$ per HKS$ per
% sq.ft. % sq.ft. % sq.ft. % sq.ft. % sq.ft.
Retail
- Harbour City . . . . 98 378 99 390 97 407 98 405 96 429
- Times Square. . . . 100 266 99 285 98 297 99 300 97 302
- Plaza Hollywood . . 99 95 97 102 95 106 95 105 96 109
Office
- Harbour City . . . . 96 37 98 39 97 41 98 41 97 42
- Times Square. . . . 96 50 95 51 96 52 97 51 94 53
- Crawford House . . 97 52 97 53 97 54 97 54 99 56
- Our premises at
Wheelock House . N/A N/A N/A N/A 100 69 100 68 100 71

See “Glossary of Technical Terms” for the definitions of “average occupancy rate” and
“average effective monthly rent”.

Lease terms for our principal investment properties range from two to 12 years and
generally range from two to four years for retail tenants and three to six years for office
tenants. Rental rates under our leases generally do not increase each year, but after the expiry
of each term. Retail leases are usually subject to pre-agreed base rent together with turnover
rent at pre-agreed rates. Prior to expiry of the tenancies or rental review (if any), the rental
rates on such properties are typically locked in at a level which may deviate from the prevailing
market rate for similar properties. Our ability to re-let premises upon lease expiry or
termination, and the rental terms we are able to achieve, will have a material impact on our
business, financial condition, results of operations and prospects.
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The following table shows the weighted average lease term to expiry for our retail and
office premises at our principal investment properties as at 30 June 2017:

As at 30 June 2017

Weighted average
lease term to expiry

(Year(s))

Retail

- Harbour City . ... e 2.0
- TIMES SQUATE . ..ot 1.4
- Plaza Hollywood . . . ... .. 1.3
Office

- Harbour City . ... 1.7
- TIMES SQUAKE . . oo 1.8
- Crawford HoUSE .. ... e 1.5
- Our premises at Wheelock House . . ........ ... ... .. ... .. ...... 1.7

Access to and Cost of Financing

During the Track Record Period, our main sources of funding were our own internal funds
from operating activities, loans from fellow subsidiaries and external funds from bank
borrowings which are interest-bearing, and amounts due to our immediate holding company
and fellow subsidiaries which are interest-free. See “Indebtedness” below for details of our
indebtedness. Given the level of our indebtedness, any changes in interest rates may affect
our cost of financing and our results of operations, as may the general availability of credit.

We intend to settle all outstanding borrowings from our fellow subsidiaries and net
amounts due to our immediate holding company and fellow subsidiaries prior to Listing. For the
settlement of the Inter-Group Balances, our Company will issue a Promissory Note to the
Remaining Wharf Group immediately prior to completion of the Spin-off. See “—
Indebtedness”, “Relationship with our Controlling Shareholders” and “Appendix VIl — General
Information — Further Information About Our Group — 6. Reorganisation” for further
information. The Promissory Note will be settled shortly after the Listing Date by bank
borrowings and the assumption of liabilities as described in “— Indebtedness — Loans from
fellow subsidiaries — Settlement of Inter-Group Balances” below. We expect to use primarily
a combination of cash generated from our operating activities, bank loans, bonds and other
types of debt and equity instruments to finance our business in the future. Based on our strong
financial position, we do not foresee any difficulties in obtaining external funding.

Changes in Fair Value of Investment Properties
The fair value of our investment properties will fluctuate from period to period because we

revalue our investment properties at least annually. The changes in fair value of investment
properties could have a material impact on our results of operations.
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Our investment properties were valued at HK$229,023 million, HK$235,597 million,
HK$244,375 million and HK$245,424 million as at 31 December 2014, 2015, 2016 and 30 June
2017, respectively. The increase in fair value of investment properties amounted to HK$27,729
million, HK$5,329 million, HK$1,191 million, HK$81 million and HK$478 million, equivalent to
78.9%, 38.7%, 12.0%, 1.8% and 9.8% of profit attributable to shareholders of our Company for
FY2014, FY2015, FY2016, 1H2016 and 1H2017, respectively.

See “— Significant Accounting Policies and Critical Estimates and Judgment — Critical
accounting judgments in applying our accounting policies” below for details of valuation of our
investment properties.

Timing and Length of Property Development

Our revenue from property development is affected primarily by the completion schedule
of our development properties, all of which are located in the PRC and most of which have
already been pre-sold. It generally takes several years for a property development to be
completed and for its revenue to be recognised. As such, our cash flows and revenue
recognition may vary from period to period and may not match when property is under
development. During the Track Record Period, we derived revenue from different properties
we developed and the revenue level fluctuated in different periods depending on the timing of
their completion and sales recognition. We do not intend to replenish our landbank or to further
engage in property development in the PRC going forward.

Regulatory Measures Affecting the Property Development in the PRC

In recent years, the PRC government has implemented a series of measures to constrain
perceived over-heating in the real estate market by taking various restrictive measures to
discourage speculation, including regulating, among other things, land grants, pre-sales of
properties, bank financing, mortgages and taxation, and higher minimum down payments
requirements, mortgage and construction loan interest rates adjustments and the introduction
of new property tax schemes in certain cities. Measures taken by the PRC government to
control the money supply, credit availability, interest rates and fixed asset investment also
have an impact on our business. The policies of the PRC government may lead to changes in
market conditions, including changes in property prices, costs of ownership, costs of
development and the balance of supply and demand with respect to our properties. We do not
intend to replenish our landbank or to further engage in property development in the PRC
going forward.

Competition in the Property and Hotel Industries

The property and hotel industries in Hong Kong and in the cities in the PRC where we
operate are highly competitive. See “Business — Market and Competition” for details.
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SIGNIFICANT ACCOUNTING POLICIES AND CRITICAL ESTIMATES AND JUDGMENTS

We have identified certain accounting policies that are significant to the preparation of our
historical financial information. Some of our accounting policies involve subjective
assumptions and estimates, as well as complex judgments relating to accounting items. In
each case, the determination of these items requires management judgments based on
information and financial data that are subject to change. When reviewing our financial
information, you should consider: (i) our selection of critical accounting policies; (ii) the
judgments and other uncertainties affecting the application of such policies; and (iii) the
sensitivity of reported results to changes in conditions and assumptions. For our accounting
estimates on valuation of investment properties, assessment of the useful economic lives for
depreciation of property, plant and equipment, impairment of non-current assets, provision for
properties for sale and recognition of deferred tax assets, we have not noted material
difference of our estimates from the actual results during the Track Record Period. In addition,
we did not make any material change in the assumptions underlying such estimates during the
Track Record Period. We do not currently expect the methodology and assumptions regarding
such estimates to change in the foreseeable future. Our significant accounting policies,
estimates and judgments which are important for an understanding of our financial condition
and results of operations are set out in notes 2 and 3 of Part B of the Accountants’ Report set
out in Appendix | and are summarised below.

Significant Accounting Policies
Recognition of revenue

Revenue is measured at the fair value of the consideration received or receivables
provided it is probable that the economic benefits will flow to us and the revenue and costs,
if applicable, can be measured reliably.

Rental income under operating leases is recognised in equal instalments over the
accounting periods covered by the lease term, except where an alternative basis is more
representative of the pattern of benefits to be derived from the use of the leased asset. Lease
incentives granted are recognised as an integral part of the aggregate net lease payments
receivable. Turnover rentals are recognised in the accounting period in which they are earned.

Income arising from the sale of properties held for sale is recognised upon the later of the
execution of the formal sale and purchase agreement and the issue of the occupation
permit/completion certificate by the relevant government authorities, which is taken to be the
point in time when the risks and rewards of ownership of the property have passed to the
buyer. Deposits and instalments received on properties sold prior to the date of revenue
recognition are included in the combined statements of financial position.

Investment properties, development properties, hotel and club properties, plant and
equipment

Investment properties are stated in the combined statements of financial position at fair
value, unless they are still in the course of construction or development at the end of the

— 146 —



FINANCIAL INFORMATION

reporting period and their fair value cannot be reliably measured at that time. Investment
properties under development are stated at cost less impairment if the fair value cannot be
measured reliably. Any gain or loss arising from a change in fair value or from the retirement
or disposal of an investment property is recognised in the combined statements of profit or
loss.

Hotel and club properties, plant and equipment are stated at cost less accumulated
depreciation and impairment losses. Hotel properties under development are stated at cost
less impairment losses.

Gains or losses arising from the retirement or disposal of an item of hotel and club
properties, plant and equipment are determined as the difference between the net disposal
proceeds and the carrying amount of the asset and are recognised in the combined statements
of profit or loss on the date of retirement or disposal.

Completed properties for sale are stated at the lower of cost and net realisable value.
Properties under development for sale are classified as current assets and stated at the lower
of cost and net realisable value.

Income tax

Income tax for the year comprises current tax and movements in deferred tax assets and
liabilities. Current tax and movements in deferred tax assets and liabilities are recognised in
the combined statements of profit or loss except to the extent that they relate to items
recognised in other comprehensive income or directly in equity, in which case the relevant
amounts of tax are recognised in other comprehensive income or directly in equity,
respectively.

Current tax is the expected tax payable on the taxable income for the year, using tax rates
enacted or substantively enacted at the end of the reporting period, and any adjustment to tax
payable in respect of previous years.

Interests in an associate and joint ventures

An associate is an entity in which we have significant influence, but not control or joint
control, over its management, including participation in the financial and operating policy
decisions.

A joint venture is an arrangement whereby we and other parties contractually agree to
share control of the arrangement and have rights to the net assets of the arrangement.

An investment in an associate or a joint venture is accounted for under the equity method,
unless it is classified as held for sale (or included in a disposal group that is classified as held
for sale), is recorded in the combined statements of financial position initially at cost, adjusted
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for any excess of our share of the acquisition-date fair values of the investee’s identifiable net
assets over the cost of the investment (if any). Thereafter, the investment is adjusted for the
post acquisition change in our share of the investee’s net assets and any impairment loss
relating to the investment.

Borrowing costs

Borrowing costs that are directly attributable to the acquisition, construction or production
of an asset which necessarily takes a substantial period of time to get ready for its intended
use or sale are capitalised as part of the cost of that asset. Other borrowing costs are
expensed in the period in which they incurred.

The capitalisation of borrowing costs as part of the cost of a qualifying asset commences
when expenditure for the asset is being incurred, borrowing costs are being incurred and
activities that are necessary to prepare the asset for its intended use or sale are in progress.
Capitalisation of borrowing costs is suspended or ceases when substantially all the activities
necessary to prepare the qualifying asset for its intended use or sale are interrupted or
complete.

Derivative financial instruments

Derivative financial instruments are recognised initially at fair value. At the end of each
reporting period, the fair value is remeasured. The gain or loss on re-measurement to fair
value is recognised immediately in profit or loss, except where the derivatives qualify for cash
flow hedge accounting or hedge the net investment in a foreign operation, in which case
recognition of any resultant gain or loss depends on the nature of the item being hedged.

The fair value of derivative financial instruments is recorded in accordance with the
applicable accounting framework. Any changes in the fair value of derivative financial
instruments will not cause actual cash inflow or outflow for any unrealised gain or loss on
derivative financial instruments until settlement of such contracts.

Critical accounting judgments in applying our accounting policies

In the process of applying our accounting policies, management has made the following
accounting judgments:

Valuation of investment properties

Investment properties are included in the combined statements of financial position at
their market value, unless they are still in the course of construction or development at the end
of the reporting period and their fair value cannot be reliably determined at that time. The
market value of investment properties is assessed annually by a property valuer engaged by
our Company, after taking into consideration the net income allowing for reversionary potential
and redevelopment potential of the properties, and adopted by our Company.
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The assumptions adopted in the property valuations are based on the market conditions
existing at the end of the reporting period, with reference to current market sales prices and
the appropriate capitalisation rate.

Assessment of the useful economic lives for depreciation of hotel and club properties,
plant and equipment

In assessing the estimated useful lives of hotel and club properties, plant and equipment,
management takes into account factors such as the expected usage of the asset by us based
on past experience, the expected physical wear and tear (which depends on operational
factors), technical obsolescence arising from changes or improvements in production or from
a change in the market demand for the product or service output of the asset. The estimation
of the useful life is a matter of judgment based on the experience of our Group.

Management reviews the useful lives of hotel and club properties, plant and equipment
annually and if expectations are significantly different from previous estimates of useful
economic lives, the useful lives and, therefore, the depreciation rate for the future periods will
be adjusted accordingly.

Assessment of impairment of non-current assets

Management assesses the recoverable amount of each asset based on its value in use
(using relevant rates) or on its net selling price (by reference to market prices), depending
upon the anticipated future plans for the asset. Estimating the value in use of an asset involves
estimating the future cash inflows and outflows to be derived from continuing use of the asset
and from its ultimate disposal and applying the appropriate discount rate to these future cash
flows. Cash flow projections for the remaining useful life of the asset and the most recent
financial budgets/forecasts are approved by management.

Assessment of provision for properties for sale

Management determines the net realisable value of properties for sale by using (i)
prevailing market data such as most recent sale transactions and market survey reports
available from a property valuer; and (ii) internal estimates of costs based on quotes by
suppliers.

Management’s assessment of the net realisable value of properties under development
for sale requires the application of a risk-adjusted discount rate to estimate future discounted
cash flows to be derived from the properties under development for sale. These estimates
require judgment as to the anticipated sale prices by reference to recent sale transactions in
nearby locations, rates of new property sales, marketing costs (including price discounts
required to stimulate sales) and the expected costs to completion of properties, the legal and
regulatory framework and general market conditions. Our estimates may be inaccurate and
estimates may need to be adjusted in later periods.
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Recognition of deferred tax assets

The recognition of deferred tax assets requires formal assessment by us of the future
profitability of related operations. In making this judgment, we evaluate, amongst other factors,
the forecast financial performance and operational and financing cashflows.

RESULTS OF OPERATIONS

The following table summarises the combined statements of profit or loss from the
historical financial information during the Track Record Period, details of which are set out in
the Accountants’ Report in Appendix | to this listing document.

FY2014 FY2015 FY2016 1H2016 1H2017

HKS$ million HKS$ million HKS$ million HKS$ million HKS$ million
(unaudited)

Revenue................... 17,437 17,576 16,851 8,804 9,546
Direct costs and operating

eXpenses. . . ... ... (6,034) (4,965) (4,247) (2,304) (2,049)
Selling and marketing

expenses. . ... ... (318) (371) (311) (123) (132)
Administrative and corporate

eXPenses. . ... ... (487) (292) (293) (131) (242)

Operating profit before
depreciation, amortisation,

interestand tax ........... 10,598 11,948 12,000 6,246 7,123
Depreciation and amortisation . (182) (189) (176) (88) (73)
Operating profit . . .......... 10,416 11,759 11,824 6,158 7,050
Increase in fair value of

investment properties. . ... .. 27,729 5,329 1,191 81 478
Other net income/(charges) ... 175 257 216 (86) (259)

38,320 17,345 13,231 6,153 7,269
Finance costs............... (1,264) (1,302) (1,351) (622) (526)
Share of results after tax of:
An associate ............... (4) 133 23 (9) 4
Joint ventures .............. 97 95 176 141 (40)
Profit before taxation ....... 37,149 16,271 12,079 5,663 6,707
Incometax................. (1,684) (1,968) (1,895) (1,040) (1,553)
Profit for the year/period . . .. 35,465 14,303 10,184 4,623 5,154
Attributable to:
Shareholders of our Company . 35,127 13,787 9,917 4,440 4,900
Non-controlling interests . . . . .. 338 516 267 183 254
35,465 14,303 10,184 4,623 5,154
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SEGMENTAL REVENUE AND RESPECTIVE ACCOUNTING TREATMENTS

We derive revenue from three reportable segments, namely (i) investment properties, (ii)
development properties, and (iii) hotels, and from others, as described below. We manage our
diversified businesses according to the nature of services and products provided. No operating
segments have been aggregated to form the reportable segments.

Investment properties

Investment properties segment primarily comprises property leasing operations.
Currently, our properties portfolio mainly consists of retail and office premises and serviced
apartments which are primarily located in Hong Kong. Revenue from investment properties is
accounted for as described in “— Significant Accounting Policies and Critical Estimates and
Judgments — Significant Accounting Policies — Recognition of revenue” above.

Investment properties are the land and/or buildings which we own or hold under a
leasehold interest to earn rental income and/or for capital appreciation. During the Track
Record Period, our investment properties stated in the combined statements of financial
position included completed investment properties stated at fair value, and investment
properties under development stated at cost less impairment.

Any gain or loss arising from a change in fair value or from the retirement or disposal of
an investment property is recognised in the combined statements of profit or loss as
“increase/decrease in fair value of investment properties”.

Development properties

Development properties segment encompasses activities relating to the acquisition,
development, design, construction, sales and marketing of our development properties in the
PRC. Revenue from development properties is accounted for as described in “— Significant
Accounting Policies and Critical Estimates and Judgments — Significant Accounting Policies
— Recognition of revenue” above.

Our development properties under development or completed but which remain unsold
are classified as “properties for sale” in our combined statements of financial position.

Our properties under development for future sales are accounted for as “Properties for
sales — Properties under development for sale”, classified as current assets and stated at the
lower of cost and net realisable value. Cost includes identified costs including the acquisition
cost of land, aggregate cost of development, borrowing costs capitalised, material and
supplies, wages, other direct expenses and an appropriate proportion of overheads. Net
realisable value is estimated by management, taking into account the expected price that can
ultimately be achieved, based on prevailing market conditions and the anticipated costs of
completion and costs to be incurred in selling the property.
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Once the development is completed and remains unsold, the properties are accounted for
as “Properties for sale — Completed properties for sale” which are stated at the lower of cost
and net realisable value. Cost is determined by apportionment of the total development costs,
including borrowing costs capitalised, attributable to unsold units. Net realisable value is
estimated by the management, based on prevailing market conditions which represents the
estimated selling price less costs to be incurred in selling the property. Cost of completed
properties for sale comprises all costs of purchase, costs of conversion and costs incurred in
bringing the inventories to their present location and condition.

Hotels

Our hotels segment comprises hotel and club operations in Hong Kong and the PRC.
Management evaluates performance primarily based on operating profit. Inter-segment pricing
is generally determined on an arm’s length basis. Revenue from hotels segment is accounted
for as described in “— Significant Accounting Policies and Critical Estimates and Judgments
— Significant Accounting Policies — Recognition of revenue” above.

Hotel and club properties are stated at cost less accumulated depreciation and
impairment losses. Hotel properties under development are stated at cost less impairment
losses.

Others

Others mainly represent the operation of Star Ferry and dividend income mainly from
listed equity instruments. Revenue from others is accounted for as described in “— Significant
Accounting Policies and Critical Estimates and Judgments — Significant Accounting Policies
— Recognition of revenue” above.
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DESCRIPTION OF SELECTED ITEMS IN THE COMBINED STATEMENTS OF PROFIT OR
LOSS

Revenue

The following table shows the breakdown of our revenue by business segment and by
geography for the periods indicated:

FY2014 FY2015 FY2016 1H2016 1H2017

HK$ % HK$ % HK$ % HK$ % HK$ %
million million million million million
(unaudited)

Investment properties

Retail
- Harbour City . . . . 5,674 32.5 5,949 33.8 6,207 36.8 3,108 35.3 3,258 34.1
- Times Square. . . . 1,883 10.8 2,017 1.5 2,137 12.7 1,087 12.3 1,065 1.2
- Plaza Hollywood . . 513 2.9 529 3.0 546 3.2 270 3.1 287 3.0
-Others . . . .. .. 83 0.6 182 1.1 218 1.3 103 1.2 11 1.1
Sub-total of retail . . . . 8,153 46.8 8,677 49.4 9,108 54.0 4,568 51.9 4,721 49.4
Office
- Harbour City . . . . 2,121 12.2 2,317 13.2 2,437 14.5 1,208 13.7 1,235 12.9
- Times Square. . . . 661 3.8 670 3.8 701 4.2 348 4.0 350 3.7
-Others . . . .. .. 24 0.1 73 0.4 213 1.2 83 0.9 132 1.4
Sub-total of office . . . . 2,806 16.1 3,060 17.4 3,351 19.9 1,639 18.6 1,717 18.0
Serviced apartments. . . 301 1.7 301 1.7 316 1.9 156 1.8 163 1.7
Sub-total of investment
properties . . . . . ... 11,260 64.6 12,038 68.5 12,775 75.8 6,363 72.3 6,601 69.1
Development properties . . 4,361 25.0 3,930 22.4 2,482 14.7 1,686 19.2 2,166 22.7
Hotels . . . ... ... .. 1,462 8.4 1,359 7.7 1,342 8.0 621 741 646 6.8
Segments total . . . . .. 17,083 98.0 17,327 98.6 16,599 98.5 8,670 98.6 9,413 98.6
Others . . . .. ... ... 354 2.0 249 1.4 252 1.5 134 1.4 133 1.4
Total . . .. ... ..... 17,437 100.0 17,576 100.0 16,851 100.0 8,804 100.0 9,546 100.0
Revenue by geography
HongKong . . . . ... .. 12,829 73.6 13,474 76.7 14,200 84.3 7,020 79.7 7,296 76.4
PRC . . ... ....... 4,575 26.2 4,064 23.1 2,606 15.4 1,752 19.9 2,221 23.3
Singapore™ete) . 33 0.2 38 0.2 45 0.3 32 0.4 29 0.3
Total . . . ... ...... 17,437 100.0 17,576 100.0 16,851 100.0 8,804 100.0 9,546 100.0

Note: The revenue attributable to Singapore comprised dividend income from shares listed in Singapore.
Investment properties

Our revenue from investment properties is generated from the leasing operations of our
retail and office properties and serviced apartments located in Hong Kong. Our revenue from
investment properties consists of the gross amount of the rental income recognised from the
property, mainly comprising base rent, turnover rent, and other income recognised in respect
of the property together with service charges, management fees, air conditioning charges,
promotional levy and any other supplementary charges in respect of the property. During the
Track Record Period, the majority of our revenue from investment properties was derived from
our retail premises. We acquired Crawford House and our premises at Wheelock House in
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August 2014 and April 2016, respectively, and they started to contribute to our revenue in
August 2014 and April 2016, respectively. Revenue from the investment properties segment
accounted for 64.6%, 68.5%, 75.8%, 72.3% and 69.1% of our total revenue in FY2014,
FY2015, FY2016, 1H2016 and 1H2017, respectively.

Development properties

Our revenue from development properties is generated from activities relating to the
acquisition, development, design, construction, sales and marketing of our trading properties,
which are located in the PRC. Revenue from the development properties segment accounted
for 25.0%, 22.4%, 14.7%, 19.2% and 22.7% of our total revenue in FY2014, FY2015, FY2016,
1H2016 and 1H2017, respectively.

Hotels

We generate revenue from the operation of our three hotels in Hong Kong and one hotel
in the PRC, as well as one club in Hong Kong. During the Track Record Period, our revenue
from the hotels segment mainly comprised of revenue from room rental and food and
beverage. Revenue from our hotels segment accounted for 8.4%, 7.7%, 8.0% and 7.1% and
6.8% of our total revenue in FY2014, FY2015, FY2016, 1H2016 and 1H2017, respectively.

Others

Others mainly represents the operation of Star Ferry and dividend income mainly from
equity investments listed on the Stock Exchange and Singapore Exchange Limited. Revenue
from others accounted for 2.0%, 1.4%, 1.5%, 1.4% and 1.4% of our total revenue in FY2014,
FY2015, FY2016, 1H2016 and 1H2017, respectively.

Direct costs and operating expenses

Our direct costs and operating expenses mainly comprise costs of developing our
development properties, direct operating expenses for investment properties and other direct
operating costs in relation to our operation of hotels and a club. Direct operating expenses for
investment properties mainly consist of utility expenses, staff costs and building management
fees. Others included in direct operating expenses for investment properties mainly comprise
carpark operating cost, expenses for operation of Art Gallery and Bazaar in Harbour City and
Times Square and other miscellaneous expenses. Other direct operating expenses mainly
consist of staff costs and repair and maintenance costs and costs of food and beverage for
operation of hotels and a club, as well as staff cost and repair and maintenance costs for the
operations of Star Ferry.

Our direct costs and operating expenses amounted to HK$6,034 million, HK$4,965
million, HK$4,247 million, HK$2,304 million and HK$2,049 million for FY2014, FY2015,
FY2016, 1H2016 and 1H2017, respectively.
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The following table shows the breakdown of our direct costs and operating expenses for
the periods indicated:

FY2014 FY2015 FY2016 1H2016 1H2017
HK$ HK$ HK$ HK$ HK$
million % million % million % million % million %
(unaudited)

Cost of development

properties for

recognised sales . . 3,859 64.0 2,768 55.8 1,968 46.3 1,234 53.6 999 48.8
Direct operating

expenses of

investment

properties

- Building and

tenancy expenses. 593 9.8 659 13.3 609 14.3 280 12.2 282 13.8

- Utilities. . . . . . . 196 3.2 199 4.0 191 4.5 89 3.9 83 4.1

-Rates. . ... ... 48 0.8 70 1.4 77 1.8 51 2.2 38 1.9

- Staff costs . . . . . 224 3.7 262 5.3 270 6.4 17 5.1 118 5.8

-Others . . . . . .. 295 5.0 289 5.8 347 8.2 143 6.1 143 6.8
Sub-total . . ... ... 1,356 22.5 1,479 29.8 1,494 35.2 680 29.5 664 32.4
Other direct operating

expenses . . .. .. 819 13.5 718 14.4 785 18.5 390 16.9 386 18.8

6,034 100.0 4,965 100.0 4,247 100.0 2,304 100.0 2,049 100.0

Selling and marketing expenses

Our selling and marketing expenses mainly comprise expenses in relation to the
marketing campaigns of our shopping malls and development properties and letting
commission paid for new leases and lease renewals. Such expenses fluctuated during the
Track Record Period due to the differences in the scale and type of marketing activities.

Our selling and marketing expenses amounted to HK$318 million, HK$371 million,
HK$311 million, HK$123 million and HK$132 million for FY2014, FY2015, FY2016, 1H2016
and 1H2017, respectively.

Administrative and corporate expenses

Our administrative and corporate expenses mainly comprise expenses in relation to
administrative and management services which we shared with the Remaining Wharf Group.
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During the Track Record Period, the expenses in relation to such (i) administrative services
and (ii) management services, being remuneration of management personnel, were charged to
our Group and other relevant subsidiaries of Wharf based on their respective financial
performance. For the arrangement going forward, see “Connected Transactions — F. Fully
Exempt Continuing Connected Transactions — 1. Advanced Payment of the Remuneration of
certain Executive Directors by Wharf” and “2. Sharing of Administrative Services between our
Group and the Remaining Wharf Group” for details.

Our administrative and corporate expenses amounted to HK$487 million, HK$292 million,
HK$293 million, HK$131 million and HK$242 million for FY2014, FY2015, FY2016, 1H2016
and 1H2017, respectively. Administrative and corporate expenses were materially higher in
FY2014 and 1H2017 than other comparable periods during the Track Record Period primarily
due to the increase in the amount in respect of management services in FY2014 and 1H2017.

Depreciation and amortisation

Our depreciation and amortisation mainly arise from our hotel and club properties, plant
and equipment. Such expenses amounted to HK$182 million, HK$189 million, HK$176 million,
HK$88 million and HK$73 million, for FY2014, FY2015, FY2016, 1H2016 and 1H2017,
respectively.

Operating profit and operating profit margin

The following table shows a breakdown of operating profit and operating profit margin by
segment and by geography for the periods indicated:

FY2014 FY2015 FY2016 1H2016 1H2017
Operating Operating Operating Operating Operating
Operating  profit ~ Operating  profit ~ Operating  profit  Operating  profit ~ Operating  profit
profit margin profit margin profit margin profit margin profit margin
HKS$ HK$ HK$ HK$ HK$
million % million % million % million % million %
(unaudited)
Operating profit and
operating profit
margin by business
segments
Investment properties . . 9,818 87.2 10,444 86.8 11,171 87.4 5,629 88.5 5,887 89.2
Development properties . 380 8.7 1,041 26.5 425 1741 429 25.4 1,135 52.4
Hotels . ... ... .. 345 23.6 288 21.2 269 20.0 106 17.1 144 22.3
Segments total . . . . . 10,543 61.7 11,773 67.9 11,865 71.5 6,164 714 7,166 76.1
Others. . . . ... ... 260 73.4 153 61.4 148 58.7 85 63.4 77 57.9
Less: corporate
expenses. . . . . . . (387) N/A (167) N/A (189) N/A (91) N/A (193) N/A
10,416 59.7 11,759 66.9 11,824 70.2 6,158 69.9 7,050 73.9
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FY2014 FY2015 FY2016 1H2016 1H2017
Operating Operating Operating Operating Operating
Operating  profit ~ Operating  profit ~ Operating  profit  Operating  profit ~ Operating  profit
profit margin profit margin profit margin profit margin profit margin
HK$ HK$ HK$ HK$ HKS$
million % million % million % million % million %
(unaudited)
Operating profit and
operating profit
margin by
geography
Hong Kong . . .. . .. 9,841 76.7 10,640 79.0 11,328 79.8 5,681 80.9 5,876 80.5
ThePRC . . ... ... 542 11.8 1,081 26.6 451 17.3 445 25.4 1,145 51.6
Singapore . . . . . . .. 33 100.0 38 100.0 45 100.0 32 100.0 29 100.0
Total. . .. ....... 10,416 59.7 11,759 66.9 11,824 70.2 6,158 69.9 7,050 73.9

For FY2014, FY2015, FY2016, 1H2016 and 1H2017, our operating profit amounted to
HK$10,416 million, HK$11,759 million, HK$11,824 million, HK$6,158 million and HK$7,050
million, respectively, and the operating profit margin was 59.7%, 66.9%, 70.2%, 69.9% and
73.9%, respectively. The increases in our operating profit margin over the period were mainly
attributable to increases in operating profit from investment properties which generally have a
higher operating profit margin than other segments.

During the Track Record Period, the operating profit margins of our investment properties
and hotels were generally stable. The operating profit margin of our development properties
fluctuated mainly due to changes in the mix of our development properties, and consequently
in their respective margins, for which sales were recognised. Our operating profit margin
increased from 8.7% in FY2014 to 26.5% in FY2015 mainly due to an increase in revenue
recognised from Suzhou Times City which had higher profit margin achieved as a result of a
higher average selling price per sq.m. for sales recognised in FY2015. The operating profit
margin of our development properties then decreased to 17.1% in FY2016, mainly due to a
lower portion of revenue recognised for Suzhou Times City which had a higher operating profit
margin. The operating profit margin of our development properties increased from 25.4% in
1H2016 to 52.4% in 1H2017 mainly due to an increase in revenue recognised from Suzhou
Times City and the higher profit margin achieved compared to 1H2016 for the portion of
Suzhou Times City for which sales were recognised in 1H2017.

Increase in fair value of investment properties
During the Track Record Period, our investment properties valued at fair value were
mainly Times Square, Plaza Hollywood, Crawford House, our premises at Wheelock House

and our investment properties at Harbour City.

The surplus arising from the revaluation of our investment properties, which is recorded
as “increase in fair value of investment properties” in the combined statements of profit or loss,
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amounted to HK$27,729 million, HK$5,329 million, HK$1,191 million, HK$81 million and
HK$478 million for FY2014, FY2015, FY2016, 1H2016 and 1H2017, respectively, equivalent to
78.2%, 37.3%, 11.7%, 1.8% and 9.3% of our total profit for the same periods. During FY2014,
FY2015 and FY2016, the increase in fair value of investment properties was mainly
attributable to Harbour City and Times Square, whereas in 1H2017 the increase was mainly
attributable to Harbour City and our premises at Wheelock House.

Other net income/(charge)

Other net income/(charge) mainly represents net foreign exchange gains/(losses) from
loans from fellow subsidiaries denominated in foreign currencies, such as the RMB, SGD, JPY
and AUD. Other net income amounted to HK$175 million, HK$257 million, HK$216 million in
FY2014, FY2015, FY2016, respectively, and other net charge amounted to HK$86 million and
HK$259 million in 1TH2016 and 1H2017, respectively.

Finance costs

Finance costs comprise mainly interest charges on our interest-bearing loans from fellow
subsidiaries of the Remaining Wharf Group and bank borrowings less any amount capitalised.
See “Indebtedness” below for details of the loans. Finance costs amounted to HK$1,264
million, HK$1,302 million, HK$1,351 million, HK$622 million and HK$526 million for FY2014,
FY2015, FY2016, 1H2016 and 1H2017, respectively. The following table shows a breakdown
of our finance costs for the periods indicated:

FY2014 FY2015 FY2016 1H2016 1H2017

HK$ million HKS$ million HKS$ million HKS$ million HKS$ million
(unaudited)

Interest charged on:

Bank loans ................ 197 174 92 55 23
Loans from fellow subsidiaries . 1,042 1,036 1,112 534 483
Total interest charge ... ...... 1,239 1,210 1,204 589 506
Other finance costs . ... ... ... 150 127 162 43 22
Less: amount capitalised. .. ... (125) (35) (15) (10) (2)
Total finance costs. .. ........ 1,264 1,302 1,351 622 526

Share of results after tax of an associate and joint ventures

Our share of results after tax of an associate mainly represented our share of results
derived from our 19.0% effective stake in the Shanghai South Station project. Our share of
results after tax of joint ventures mainly represented our share of results derived from our 39%
effective stake in The U World, Chongqging. The results of our associate and joint ventures
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contributed minimally to our combined statements of profit or loss. See notes 13 and 14 to the
Accountants’ Report in Appendix | for details of our associate and joint ventures. The following
table shows a breakdown of our share of results after tax of our associate and joint ventures
for the periods indicated:

FY2014 FY2015 FY2016 1H2016 1H2017

HK$ million HK$ million HKS$ million HKS$ million HKS$ million
(unaudited)

Share of results after tax of:

An associate ............... (4) 133 23 (9) 4
Joint ventures . ............. 97 95 176 141 (40)
Taxation

We are subject to income tax on an individual legal entity basis on profits arising in or
derived from the tax jurisdictions in which companies comprising our Group are domiciled or
operate.

Our income tax expenses were HK$1,684 million, HK$1,968 million, HK$1,895 million,
HK$1,040 million and HK$1,553 million for FY2014, FY2015, FY2016 , 1H2016 and 1H2017,
respectively.

During the Track Record Period and up to the Latest Practicable Date, we had fulfilled all
our income tax obligations in all material respects and did not have any material unresolved
income tax issues or disputes with the relevant tax authorities. See “Appendix VI — Taxation”
for further details.

(i) Cayman Islands/BVI profits tax
We have not been subject to any taxation in the Cayman Islands or BVI.
(i) Hong Kong profits tax

Hong Kong profits tax has been provided at the rate of 16.5% in FY2014, FY2015,
FY2016, 1H2016 and 1H2017 on the estimated assessable profit.

(iii) PRC corporate income tax

PRC corporate income tax has been generally provided at the applicable enterprise
income tax rate of 25% on the estimated assessable profits of the companies established in
the PRC in our Group during the Track Record Period.

(iv) PRC withholding income tax

Dividends declared by the PRC subsidiaries to parent companies incorporated outside
the PRC are subject to withholding tax of 10% or 5% under a treaty or agreement. Our
withholding tax has been provided at a rate of 10% or 5% under a treaty or agreement during
the Track Record Period. See “Appendix VI — Taxation — C. Overview of Tax Implications in
the PRC” for further details.
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(v) Land appreciation tax (“LAT”)

Other than current income tax, we are also subject to LAT in the PRC which is also
included in our current tax provision. Under the Provisional Regulations on LAT, all gains
arising from the transfer of real estate property in the PRC are subject to LAT at progressive
rates ranging from 30% to 60% on the appreciation of the land value, being the proceeds on
sales of properties less deductible expenditure including cost of land use rights, borrowing
costs and all property development expenditure. See “Appendix VI — Taxation — C. Overview
of Tax Implications in the PRC” for further details.

(vi) Effective tax rates

Our effective tax rate, being the income tax expenses divided by the profit before taxation

for the same period, was 4.5%, 12.1%, 15.7%, 18.4% and 23.2% for FY2014, FY2015,FY2016,
1H2016 and 1H2017, respectively. The effective tax rates in FY2014, FY2015 and FY2016
were mainly influenced by changes in the fair values of our investment properties in Hong
Kong as these were not subject to current tax because the valuation gains were not realised
but they were reflected in our profit before taxation. Our effective tax rate was relatively higher
in TH2017 mainly as a result of an increase in land appreciation tax on sales of development
properties.

Profit attributable to shareholders of our Company

The table below shows the reconciliation between profit attributable to shareholders of
our Company and profit attributable to the shareholders of our Company excluding attributable
increase in fair value of investment properties for the periods indicated:

FY2014 FY2015 FY2016 1H2016 1H2017

HKS$ million HKS$ million HKS$ million HKS$ million HKS$ million
(unaudited)

Profit attributable to
shareholders of our

Company ................ 35,127 13,787 9,917 4,440 4,900
Increase in fair value of
investment properties. . ... .. (27,729)®  (5,329) (1,191) (81) (478)

Increase / (decrease) in fair
value of investment
properties attributable to
non-controlling interests in
HCDL™ .. .. ... ... ........ 66 11 (20) (20) 6

Profit attributable to
shareholders of our
Company excluding
attributable increase in fair
value of investment
properties ............... 7,464 8,469 8,706 4,339 4,428
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Notes:

(1)  Calculated as HCDL'’s total increase/(decrease) in fair value of investment properties (being HK$231 million,
HK$37 million, HK$(70) million, HK$(70) million and HK$20 million in FY2014, FY2015, FY2016, 1H2016 and
1H2017, respectively) multiplied by the ownership percentage of non-controlling interests in HCDL (being
28.6%, 28.6%, 28.5%, 28.5% and 28.5% in FY2014, FY2015, FY2016, 1H2016 and 1H2017, respectively).

(2)  Our profit for FY2014 was significantly higher than that during the other periods during the Track Record Period,
mainly due to the higher increase in fair value of our investment properties in Hong Kong, as a result of a greater
increase in the assumed market rents for the year ended 31 December 2014 compared to the increases in the
assumed market rents in the other periods comprising the Track Record Period.

For FY2014, FY2015, FY2016, 1H2016 and 1H2017, our profit attributable to
shareholders of our Company was HK$35,127 million, HK$13,787 million, HK$9,917 million,
HK$4,440 million and HK$4,900 million, respectively.

Our profit attributable to shareholders of our Company excluding attributable increase in
fair value of investment properties for FY2014, FY2015, FY2016, 1H2016 and 1H2017
amounted to HK$7,464 million, HK$8,469 million, HK$8,706 million, HK$4,339 million and
HK$4,428 million, respectively. This non-HKFRS measure is used by our management to
evaluate our financial and business performance. Changes in fair value of investment
properties do not change our cash position or liquidity, and would not generate any cash flows
from which dividends could be paid, as long as the relevant properties continue to be held by
us. Such measure is not defined under HKFRS and should not be considered as an alternative
to our results of operation, which are determined in accordance with HKFRS. Furthermore, it
may not be comparable to similarly titled measures of other companies.

REVIEW OF HISTORICAL RESULTS OF OPERATION
1H2017 compared to 1H2016
Revenue

Our revenue increased by HK$742 million or 8.4% from HK$8,804 million in 1H2016 to
HK$9,546 million in 1TH2017 mainly as a result of an (i) increase in revenue from investment
properties; and (ii) increase in revenue from sales of development properties.
Investment properties

Our revenue from investment properties increased by HK$238 million or 3.7% from
HK$6,363 million in 1TH2016 to HK$6,601 million in 1H2017 mainly due to (i) an increase of
HK$153 million or 3.3% in revenue from our retail premises; and (ii) an increase of HK$78
million or 4.8% in revenue from our office premises primarily as a result of positive average
rental reversions.
Retail

Our revenue from our retail premises increased by HK$153 million or 3.3% from

HK$4,568 million in 1H2016 to HK$4,721 million in 1H2017 mainly due to positive average
rental reversions, in particular with respect to our base rent which was set with reference to
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prevailing market conditions upon renewal of tenancies. Such increase was demonstrated by
the increase in average effective monthly rent across our principal investment properties
offering retail premises. In particular, for Harbour City and Plaza Hollywood, the average
effective monthly rent increased from HK$405 per sq.ft. in 1H2016 to HK$429 per sq.ft. in
1H2017 and from HK$105 per sq.ft. in 1H2016 to HK$109 per sq.ft. in 1TH2017, representing
an increase of 5.9% and 3.8%, respectively. Our average occupancy rate for Harbour City
decreased slightly from 98% in 1H2016 to 96% in 1H2017, whilst the average occupancy rate
for Times Square decreased slightly from 99% in 1H2016 to 97% in 1H2017 mainly due to
tenant mix reshuffling.

Office

Our revenue from our office premises increased by HK$78 million or 4.8% from HK$1,639
million in 1TH2016 to HK$1,717 million in 1H2017, mainly due to an increase of HK$27 million
in revenue contribution from Harbour City due to positive average rental reversions and an
increase of HK$47 million in revenue contribution from our premises at Wheelock House
following our acquisition of such premises in April 2016. Our average effective monthly rent
increased across all our investment properties offering office premises mainly due to positive
average rental reversions as a result of strong demand for commercial and office premises in
prime locations with consistently high average occupancy rates ranging from 94% to 100% in
1H2017. Given the strong demand and its prime location in Central, the average effective
monthly rent of our premises at Wheelock House was relatively higher than our other office
premises at HK$71 per sq.ft. in TH2017 with an average occupancy rate of 100%.

Serviced apartments

Our revenue from our serviced apartments increased by HK$7 million or 4.5% from
HK$156 million in 1H2016 to HK$163 million in 1TH2017, mainly due to an increase in average
occupancy rate from 72% to 76%.

Development properties

Our revenue from sales of development properties increased by HK$480 million or 28.5%
from HK$1,686 million in 1H2016 to HK$2,166 million in 1H2017. The total saleable area of
properties recognised was approximately 137,800 sq.m. and 125,200 sgq.m. in 1H2016 and
1H2017, respectively, and the average selling price ranged from approximately HK$7,800 per
sq.m. to HK$15,800 per sq.m. for 1H2016 and approximately HK$11,500 per sg.m.to
HK$17,700 per sg.m. for 1H2017. The increase in revenue from sales of development
properties compared to 1H2016 was mainly due to an increase in revenue recognised following
completion of a portion of Suzhou Times City which resulted in an increase in total saleable
area of properties for which sales were recognised for Suzhou Times City. Additionally a higher
average selling price per sq.m. was achieved for these properties.
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Hotels

Our revenue from hotels slightly increased by HK$25 million or 4.0% from HK$621 million
in TH2016 to HK$646 million in 1H2017. The increase was mainly due to a stabilised Hong
Kong tourism market in 1H2017. Consequently, we recorded an increase in the average
occupancy rates at most of our hotels in Hong Kong, except for Marco Polo Hongkong which
underwent repair works on its major external concrete wall during 1H2017. The average room
rates ranged from HK$1,621 to HK$1,868 in 1H2016 and HK$1,655 to HK$1,821 in 1H2017,
reflecting a decrease in two of our hotels and an increase in one of them. For our PRC hotel
operation, we recorded an increase in average occupancy rate from 43% in 1H2016 to 53% in
1H2017 for the Marco Polo Changzhou hotel following adjustment of our marketing strategy to
lower average room rates, which fell from RMB440 in 1TH2016 to RMB383 in 1H2017, to attract
customers and expand our client base.

Direct costs and operating expenses

Direct costs and operating expenses decreased by HK$255 million or 11.1% from
HK$2,304 million in 1TH2016 to HK$2,049 million in 1TH2017 mainly due to a decrease in (i) the
cost of development properties for which sales were recognised from HK$1,234 million in
1H2016 to HK$999 million in 1TH2017 mainly due to a decrease in the total saleable area of
properties recognised; and (ii) direct operating expenses for investment properties from
HK$680 million in 1H2016 to HK$664 million in 1H2017 mainly due to a decrease in costs
associated with maintenance work for our investment properties.

Selling and marketing expenses

Selling and marketing expenses increased by HK$9 million or 7.3% from HK$123 million
in TH2016 to HK$132 million in 1H2017 mainly due to an increase in letting commission
incurred for new leases and lease renewals as well as promotion expenses in relation to
Harbour City and Times Square.

Administrative and corporate expenses

Administrative and corporate expenses increased by HK$111 million or 84.7% from
HK$131 million in 1H2016 to HK$242 million in 1H2017, mainly due to an increase in
management expenses in relation to the remuneration of management personnel shared with
the Remaining Wharf Group in 1H2017.

Depreciation and amortisation

Depreciation and amortisation decreased by HK$15 million and 17.0% from HK$88 million
in 1H2016 to HK$73 million in 1H2017 mainly due to a decrease in depreciation as a result of
certain fixed assets at our hotels being fully depreciated in FY2016.
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Operating profit and operating profit margin

As a result of the foregoing, our operating profit increased by HK$892 million or 14.5%
from HK$6,158 million in 1TH2016 to HK$7,050 million in 1H2017. Our operating profit margin
increased from 69.9% in 1H2016 to 73.9% in 1H2017, which was mainly due to an increase in
operating profit margin from development properties from 25.4% in 1H2016 to 52.4% in
1H2017.

Investment properties

Our operating profit from investment properties increased by HK$258 million or 4.6% from
HK$5,629 million in 1H2016 to HK$5,887 million in 1H2017, which was mainly due to an
increase in revenue from both our retail and office premises primarily as a result of positive
average rental reversions. Our operating profit margin remained relatively stable at 88.5% in
1H2016 and 89.2% in 1H2017.

Development properties

Our operating profit from sales of development properties increased by HK$706 million or
164.6% from HK$429 million in 1H2016 to HK$1,135 million in 1H2017, which was mainly due
to an increase in revenue recognised from Suzhou Times City and the higher profit margin
achieved compared to 1H2016 for the portion of Suzhou Times City for which sales were
recognised in 1H2017. Our operating profit margin increased from 25.4% in 1H2016 to 52.4%
in 1TH2017 for the same reasons.

Hotels

Our operating profit from hotels increased by HK$38 million or 35.8% from HK$106 million
in TH2016 to HK$144 million in 1H2017 mainly due to an increase in revenue from the hotels
in Hong Kong, as a result of stabilisation in tourist arrivals in Hong Kong as discussed above.
Our operating loss with respect to the Marco Polo Changzhou hotel further reduced in 1H2017
as a result of our marketing strategy as discussed above. Consequently, our operating profit
margin for hotels increased from 17.1% in 1H2016 to 22.3% in 1H2017.

Increase in fair value of investment properties

The increase in fair value of investment properties was HK$397 million or 490.1% higher
in TH2017 at HK$478 million compared to the HK$81 million increase in 1H2016. Such higher
increase in 1TH2017 was mainly due to an increase in the fair value of our investment properties
at Harbour City and our premises at Wheelock House as a result of a greater increase in the
assumed market rents for valuation purposes as at 30 June 2017 compared to the increase as
at 30 June 2016 due to stronger market conditions, whilst the capitalisation rates remained
relatively stable. See “Appendix | — Accountants’ Report — Note 11” for more details.
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Other net charge

Other net charge increased from HK$86 million in 1H2016 to HK$259 million in 1H2017.
The increase was mainly due to net foreign exchange loss as a result of fluctuations in the
RMB, SGD, JPY and AUD against the HKD during the periods.

Finance costs

Finance costs decreased by HK$96 million or 15.4% from HK$622 million in 1H2016 to
HK$526 million in 1H2017, mainly due to (i) a decrease in interest charged on loans from
fellow subsidiaries and bank loans of HK$51 million and HK$32 million, respectively, as a
result of a decrease in the average balance of loans from fellow subsidiaries and bank loans;
and (ii) a decrease in other finance costs as a result of the one-off recognition that occurred
in 1H2016 of loan arrangement and commitment fees due to the early repayment of certain
bank loans. See “Description of Certain Items of Combined Statements of Financial Position
— Trade and other receivables” below for details.

Share of profit or loss after tax of an associate and joint ventures

We recorded share of loss from an associate of HK$9 million in 1H2016 and share of
profits from that associate of HK$4 million in 1H2017, for the Shanghai South Station project.

We recorded share of profits from joint ventures of HK$141 million in 1H2016 and share
of loss from joint ventures of HK$40 million in 1H2017, mainly as a result of our share of loss
from the sales recognition of certain units of The U World, Chongqging which had lower margins
in TH2017.

Income tax expense and effective tax rate

Income tax expense increased by HK$513 million or by 49.3% from HK$1,040 million in
1H2016 to HK$1,553 million in 1H2017 which was mainly due to an increase in land
appreciation tax of HK$402 million attributable to Suzhou Times City resulting from higher
profit margin achieved for the portion completed in the later stages of the development.
Accordingly, our effective tax rate increased from 18.4% in 1H2016 to 23.2% in 1H2017.

Profit for the year attributable to shareholders of our Company

As a result of the foregoing, profit for the period attributable to shareholders of our
Company increased by HK$460 million or 10.4% to HK$4,900 million in 1H2017 from
HK$4,440 million in 1H2016. Our net profit margin in respect of profit attributable to
shareholders of our Company increased from 50.4% in 1H2016 to 51.3% in 1H2017, which was
mainly due to an increase in operating profit margin and in the fair value gain on our
investment properties. Excluding the attributable increase in fair value of investment
properties, our profit for the year attributable to shareholders of our Company slightly
increased by HK$89 million or 2.1% from HK$4,339 million in 1H2016 to HK$4,428 million in
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1H2017. Our net profit margin in respect of profit attributable to shareholders of our Company
excluding the attributable increase in fair value of our investment properties decreased from
49.3% in 1H2016 to 46.4% in 1H2017 mainly due to the increase in income tax expense
mentioned above.

FY2016 compared to FY2015

Revenue

Our revenue decreased by HK$725 million or 4.1% from HK$17,576 million in FY2015 to
HK$16,851 million in FY2016, mainly as a result of (i) an increase in revenue from investment
properties by 6.1% to HK$12,775 million in FY2016 from HK$12,038 million in FY2015 and (ii)
a decrease in revenue from sales of development properties. Our revenue from investment
properties as a whole, and as regards both our retail and office premises, increased in FY2016
compared to FY2015 owing to the continued strong appeal of our properties to tenants despite
challenging market conditions overall. However, a decrease of HK$1,448 million in revenue in
FY2016 as compared to FY2015 from sales of development properties caused a small drop in
overall revenue for FY2016.

Investment properties

Our revenue from investment properties increased by HK$737 million or 6.1% from
HK$12,038 million in FY2015 to HK$12,775 million in FY2016 mainly due to (i) an increase of
HK$431 million or 5.0% in revenue from our retail premises, and (ii) an increase of HK$291
million or 9.5% in revenue from our office premises primarily as a result of positive average
rental reversions.

Retail

Our revenue from our retail premises increased by HK$431 million or 5.0% from
HK$8,677 million in FY2015 to HK$9,108 million in FY2016 mainly due to positive average
rental reversions, in particular with respect to our base rent which was set with reference to
prevailing market conditions upon renewal of tenancies. Such increase was demonstrated by
the increase in average monthly effective rate for retail premises across our principal
investment properties. In particular, for Harbour City and Times Square, the average monthly
effective rate for retail premises increased from HK$390 per sq.ft. in FY2015 to HK$407 per
sq.ft. in FY2016 and from HK$285 per sq.ft. in FY2015 to HK$297 per sq.ft. in FY2016,
representing an increase of 4.4% and 4.2%, respectively. Our average occupancy rate
decreased slightly from 99% in FY2015 to 97% in FY2016 for Harbour City mainly due to the
exit of Page One, which operated a multi-storey flagship shop, while the average occupancy
rate of Times Square changed slightly from 99% in FY2015 to 98% in FY2016. We acquired our
premises at Wheelock House in April 2016 and its retail premises contributed HK$28 million
to our revenue in FY2016.
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Office

Our revenue from our office premises increased by HK$291 million or 9.5% from
HK$3,060 million in FY2015 to HK$3,351 million in FY2016, mainly due to an increase of
HK$120 million in the revenue from Harbour City due to a positive average rental reversion of
5.1% and HK$138 million revenue contribution from our office premises at Wheelock House
following our acquisition of such premises in April 2016. Our average effective monthly rent for
our office premises increased slightly for Harbour City, Times Square and Crawford House
mainly due to positive average rental reversions as a result of strong demand for commercial
and office premises in prime locations with consistently high average occupancy rates ranging
from 96% to 97% in FY2016. Given the strong demand and its prime location in Central, the
average monthly effective rent of our premises at Wheelock House was relatively higher than
our other office premises at HK$69 per sq.ft. in FY2016 with an average occupancy rate of
100%.

Serviced apartments

Our revenue from our serviced apartments increased by HK$15 million or 5.0% from
HK$301 million in FY2015 to HK$316 million in FY2016, mainly due to an increase in average
occupancy rate from 71% to 73%.

Development properties

Our revenue from sales of development properties decreased by HK$1,448 million or
36.8% from HK$3,930 million in FY2015 to HK$2,482 million in FY2016. The total saleable
area of properties recognised was approximately 280,300 sq.m. and 196,300 sq.m. in FY2015
and FY2016, respectively, and the average selling price ranged from approximately
HK$10,000 per sg.m. to HK$51,000 per sq.m. for FY2015 and HK$9,500 per sq.m.to
HK$15,600 per sq.m. for FY2016. The decrease in revenue was mainly due to a decrease in
revenue recognised from the sales of Suzhou Times City as a result of a decrease in the total
area for which sales were recognised compared to FY2015.

While the revenue from sales of Suzhou Times City decreased in FY2016, the revenue
recognised from the sales of Changzhou Times Palace increased in FY2016 as a result of an
increase in the total area for which sales were recognised following its completion in FY20186,
despite a decrease in average selling price per sq.m. of Changzhou Times Palace as a result
of a difference in the mix of units sold.

Hotels

Our revenue from hotels decreased slightly by HK$17 million or 1.3% from HK$1,359
million in FY2015 to HK$1,342 million in FY2016. The decrease was mainly due to a decrease
in tourist traffic into Hong Kong. Consequently, we recorded a decrease in the range of
average occupancy rates of our Hong Kong hotels operation from 81% to 87% in FY2015 to
81% to 85% in FY2016 as well as a decrease in our average room rates ranging from
HK$1,687 to HK$2,001 in FY2015 to HK$1,686 to HK$1,896 in FY2016. For our PRC hotel
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operation, we recorded an increase in revenue as a result of an increase in average occupancy
rate from 31% in FY2015 to 44% in FY2016 for the Marco Polo Changzhou hotel following
adjustment of our marketing strategy to lower average room rates, which fell from RMB468 in
FY2015 to RMB427 in FY2016, to attract more customers and expand our client base.

Direct costs and operating expenses

Direct costs and operating expenses decreased by HK$718 million or 14.5% from
HK$4,965 million in FY2015 to HK$4,247 million in FY2016 mainly due to a decrease in the
cost of development properties for which sales were recognised from HK$2,768 million in
FY2015 to HK$1,968 million in FY2016 mainly as a result of a decrease in the total saleable
area of properties for which sales were recognised from approximately 280,300 sq.m. in
FY2015 to 196,300 sg.m. in FY2016. The decrease was partially offset by (i) an increase in
direct operating expenses for investment properties from HK$1,479 million in FY2015 to
HK$1,494 million in FY2016 as a result of expenses incurred for our premises at Wheelock
House which we acquired in FY2016; and (ii) an increase in other operating expenses from
HK$718 million in FY2015 to HK$785 million in FY2016 which was mainly due to an increase
in staff costs related to the operation of hotels and club and others.

Selling and marketing expenses

Selling and marketing expenses decreased by HK$60 million or 16.2% from HK$371
million in FY2015 to HK$311 million in FY2016. The relatively higher selling and marketing
expenses in FY2015 were mainly due to an increase in letting commission incurred for new
leases and lease renewals on certain large tenants in Times Square in FY2015.

Administrative and corporate expenses

Administrative and corporate expenses remained relatively stable at HK$292 million and
HK$293 million in FY2015 and FY2016, respectively.

Depreciation and amortisation

Depreciation and amortisation decreased by HK$13 million or 6.9% from HK$189 million
in FY2015 to HK$176 million in FY2016, mainly due to a decrease in depreciation arising from
plant and equipment as a result of certain fixed assets at our hotels being fully depreciated in
FY2015.

Operating profit and operating profit margin

As a result of the foregoing, our operating profit remained relatively stable at HK$11,759
million in FY2015 and HK$11,824 million in FY2016. Our operating profit margin increased
from 66.9% in FY2015 to 70.2% in FY2016, which was mainly due to a higher revenue
contribution from investment properties which generally have a higher operating profit margin
than other segments.
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Investment properties

Our operating profit from investment properties increased by HK$727 million or 7.0% from
HK$10,444 million in FY2015 to HK$11,171 million in FY2016, which was mainly due to an
increase in revenue from both our retail and office premises, primarily as a result of positive
average rental reversions. As a result, our operating profit margin increased from 86.8% in
FY2015 to 87.4% in FY2016.

Development properties

Our operating profit from sales of development properties decreased by HK$616 million
or 59.2% from HK$1,041 million in FY2015 to HK$425 million in FY2016, which was mainly due
to a decrease in both the total saleable area and the average selling price for which sales of
properties were recognised. Our operating profit margin decreased from 26.5% in FY2015 to
17.1% in FY2016, mainly due to a lower portion of revenue recognised for Suzhou Times City
which had a higher operating profit margin.

Hotels

Our operating profit from hotels decreased by HK$19 million or 6.6% from HK$288 million
in FY2015 to HK$269 million in FY2016, mainly due to a decrease in operating profit from
hotels in Hong Kong as a result of a decrease in the revenue generated from hotels as
discussed above. Our loss from the Marco Polo Changzhou hotel narrowed in FY2016 as a
result of our marketing strategy to lower average room rates to attract more customers and
expand our client base. Consequently, our operating profit margin for hotels decreased from
21.2% in FY2015 to 20.0% in FY2016 which was in line with the decrease in revenue from our
hotels.

Increase in fair value of investment properties

The increase in fair value of investment properties was HK$4,138 million or 77.7% lower
in FY2016 at HK$1,191 million compared to the HK$5,329 million increase in FY2015. The
reduction in the size of the increase was mainly due to our investment properties at Harbour
City and Times Square and resulted from a smaller increase in the assumed market rents for
valuation purposes as at 31 December 2016 than the increase as at 31 December 2015 due
to softer market conditions whilst the capitalisation rates remained relatively stable. See
“Appendix | — Accountants’ Report — Note 11” for details.

Other net income

Other net income decreased from HK$257 million in FY2015 to HK$216 million in FY2016.
The decrease was mainly due to less net foreign exchange gains as a result of fluctuations in
the RMB, SGD, JPY and AUD against the HKD during the relevant years.
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Finance costs

Finance costs increased by HK$49 million or 3.8% from HK$1,302 million in FY2015 to
HK$1,351 million in FY2016, mainly due to (i) an increase in interest charged on loans from
fellow subsidiaries of HK$76 million as a result of an increase in the average balance of loans
from fellow subsidiaries; and (ii) an increase in other finance costs in relation to the one-off
recognition of loan arrangement and commitment fees due to the early repayment of certain
bank loans. See “— Description of Certain Items of Combined Statements of Financial Position
— Trade and other receivables” below for details. Such increase was partially offset by a
decrease in interest charged on bank loans as a result of a decrease in average bank loan
balance.

Share of profit or loss after tax of an associate and joint ventures

Our share of profit from an associate decreased by HK$110 million or 82.7% from HK$133
million in FY2015 to HK$23 million in FY2016 mainly as a result of less sales recognised for
the Shanghai South Station project due to no portion being completed in FY2016.

Our share of profit from joint ventures increased by HK$81 million or 85.3% from HK$95
million in FY2015 to HK$176 million in FY2016 mainly as a result of more sales recognised for
The U World, Chongqing in FY2016.

Income tax expense and effective tax rate

Income tax expense remained relatively stable at HK$1,968 million in FY2015 and
HK$1,895 million in FY2016. Our effective tax rate increased from 12.1% in FY2015 to 15.7%
in FY2016 mainly as a result of a decrease in the fair value gain on our investment properties
mentioned above, which reduced the ratio of our profit before taxation to our income tax
expenses.

Profit for the year attributable to shareholders of our Company

As a result of the foregoing, profit attributable to shareholders of our Company decreased
by HK$3,870 million or 28.1% to HK$9,917 million in FY2016 from HK$13,787 million in
FY2015. Our net profit margin in respect of profit attributable to shareholders of our Company
decreased from 78.4% in FY2015 to 58.9% in FY2016, which was mainly due to the decrease
in the fair value gain on our investment properties. Excluding the attributable increase in fair
value of our investment properties, our profit for the year attributable to shareholders of our
Company slightly increased by HK$237 million or 2.8% from HK$8,469 million in FY2015 to
HK$8,706 million in FY2016. Our net profit margin in respect of profit attributable to
shareholders of our Company excluding the attributable increase in fair value of our
investment properties increased from 48.2% in FY2015 to 51.7% in FY2016, mainly due to the
increase in our operating profit margin mentioned above.
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FY2015 compared to FY2014

Revenue

Our revenue remained relatively stable at HK$17,437 million and HK$17,576 million in
FY2014 and FY2015, respectively, mainly as a result of the combined effect of (i) an increase
in revenue from investment properties and (ii) a decrease in revenue from sales of
development properties.

Investment properties

Our revenue from investment properties increased by HK$778 million or 6.9% from
HK$11,260 million in FY2014 to HK$12,038 million in FY2015 mainly due to (i) an increase of
HK$524 million or 6.4% in revenue from our retail premises; and (ii) an increase of HK$254
million or 9.1% in revenue from our office premises primarily as a result of positive average
rental reversions.

Retail

Our revenue from our retail premises increased by HK$524 million or 6.4% from
HK$8,153 million in FY2014 to HK$8,677 million in FY2015, mainly due to positive average
rental reversions in particular with respect to our base rent which was set with reference to
prevailing market conditions upon renewal of tenancies. Such increase was demonstrated by
an increase in average effective monthly rent across all our principal properties offering retail
premises. In particular, for Harbour City and Times Square, the average effective monthly rent
increased from HK$378 per sq.ft. in FY2014 to HK$390 per sq.ft. in FY2015 and from HK$266
per sq.ft. in FY2014 to HK$285 per sq.ft. in FY2015, respectively, representing an increase of
3.2% and 7.1%, respectively. The relatively higher rental reversion of Times Square was
mainly attributable to lease renewal at increased average effective monthly rent by certain
large tenants in FY2015. The average occupancy rate increased slightly from 98% in FY2014
to 99% in FY2015 for Harbour City while the average occupancy rate for Times Square
decreased slightly from 100% in FY2014 to 99% in FY2015. In addition, Crawford House,
which was acquired in August 2014, recorded an increase in revenue of HK$105 million from
its retail premises due to revenue contribution for a full year in FY2015.

Office

Our revenue from our office premises increased by HK$254 million or 9.1% from
HK$2,806 million in FY2014 to HK$3,060 million in FY2015 mainly attributable to an increase
of HK$196 million in the revenue from our office premises at Harbour City due to positive
average rental reversions of 5.4% and an increase in average occupancy rate from 96% in
FY2014 to 98% in FY2015 and an increase of HK$49 million in the revenue contribution from
our office premises at Crawford House which was acquired in August 2014. In addition, our
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average effective monthly rent for our office premises at Times Square and Crawford House
increased slightly mainly due to positive average rental reversions as a result of strong
demand for commercial and office premises in prime locations with average occupancy rates
ranging from 95% to 97% in FY2015.

Serviced apartments

Our revenue from our serviced apartments remained stable at HK$301 million in both
FY2014 and FY2015 mainly due to the combined effect of an increase in average effective
monthly rent and a decrease in average occupancy rate from 74% in FY2014 to 71% in
FY2015.

Development properties

Our revenue from sales of development properties decreased by HK$431 million or 9.9%
from HK$4,361 million in FY2014 to HK$3,930 million in FY2015. The total saleable area of
properties for which sales were recognised was approximately 405,100 sq.m. and 280,300
sg.m. in FY2014 and FY2015, respectively, and the average selling price ranged from
approximately HK$9,300 per sq.m. to HK$63,000 per sq.m. and approximately HK$10,000 per
sq.m. to HK$51,000 per sq.m., respectively. The decrease in revenue was mainly due to a
decrease in revenue recognised from the sales of Changzhou Times Palace as a result of
decreased total area for which sales were recognised compared to FY2014, despite an
increase in the average selling price per sq.m. as a result of a difference in the mix of units
sold.

While the revenue from sales of Changzhou Times Palace declined in FY2015, the
revenue recognised from the sales of Suzhou Times City increased in FY2015 as a result of
an increase in total area for which sales were recognised and an increase in the average
selling price per sq.m. arising from the difference in mix of units sold.

Hotels

Our revenue from hotels decreased by HK$103 million or 7.0% from HK$1,462 million in
FY2014 to HK$1,359 million in FY2015. The decrease was mainly due to a decrease in tourist
traffic in Hong Kong. Consequently, we recorded a decrease in the range of average
occupancy rates of our Hong Kong hotel operations from 87% to 91% in FY2014 to 81% to 87%
in FY2015 as well as a decrease in our average room rates ranging from HK$1,899 to
HK$2,176 in FY2014 to HK$1,687 to HK$2,001 in FY2015. For our PRC hotel operation, we
recorded an increase in revenue of the Marco Polo Changzhou hotel as a result of an increase
in average occupancy rate from 16% in FY2014 to 31% in FY2015 following adjustment of our
marketing strategy to lower average room rates, which fell from RMB512 in FY2014 to RMB468
in FY2015, to attract more customers and expand our client base.
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Direct costs and operating expenses

Direct costs and operating expenses decreased by HK$1,069 million or 17.7% from
HK$6,034 million in FY2014 to HK$4,965 million in FY2015, mainly due to (i) a decrease in the
cost of development properties for which sales were recognised from HK$3,859 million in
FY2014 to HK$2,768 million in FY2015 mainly as a result of a decrease in the total saleable
area of properties recognised from approximately 405,100 sq.m. in FY2014 to 280,300 sq.m.
in FY2015; and (ii) a decrease in other direct operating expenses from HK$819 million in
FY2014 to HK$718 million in FY2015. The decrease was partially offset by an increase in
direct operating expenses for investment properties from HK$1,356 million in FY2014 to
HK$1,479 million in FY2015.

Selling and marketing expenses

Selling and marketing expenses increased from HK$318 million in FY2014 to HK$371
million in FY2015, mainly due to an increase in letting commission incurred for new leases and
lease renewals on certain sizable tenants in Times Square in FY2015.

Administrative and corporate expenses

Administrative and corporate expenses decreased by HK$195 million or 40.0% from
HK$487 million in FY2014 to HK$292 million in FY2015, mainly due to a decrease in the
expenses charged back from the Remaining Wharf Group in relation to the remuneration of
management personnel shared with the Remaining Wharf Group. Our administrative and
corporate expenses were exceptionally high in FY2014 compared to other years during the
Track Record Period primarily due to the recognition of the management expenses charged
back from the Remaining Wharf Group in relation to the remuneration of management
personnel shared with the Remaining Wharf Group in FY2014.

Depreciation and amortisation

Depreciation and amortisation remained relatively stable at HK$182 million and HK$189
million in FY2014 and FY2015, respectively.

Operating profit and operating profit margin

As a result of the foregoing, our operating profit rose by HK$1,343 million or 12.9% from
HK$10,416 million in FY2014 to HK$11,759 million in FY2015. Our operating profit margin
increased from 59.7% in FY2014 to 66.9% in FY2015, which was mainly due to (i) an increase
in total operating profit from investment properties which generally have higher operating profit
margins; and (ii) an increase in operating profit margin from the recognition of sales of
development properties arising from Suzhou Times City due to a difference in the mix of units
sold.
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Investment properties

Our operating profit from investment properties increased by HK$626 million or 6.4% from
HK$9,818 million in FY2014 to HK$10,444 million in FY2015, which was mainly due to an
increase in revenue from both our retail and office premises primarily as a result of positive
average rental reversions. Our operating profit margin decreased from 87.2% in FY2014 to
86.8% in FY2015 mainly due to a decrease in operating profit margin from units at Star House
which were under renovation in FY2015 before being leased to a single new tenant.

Development properties

Our operating profit from sales of development properties increased by HK$661 million or
173.9% from HK$380 million in FY2014 to HK$1,041 million in FY2015 mainly due to an
increase in revenue recognised from Suzhou Times City and higher profit margin achieved
compared to FY2014 as a result of a higher average selling price per sq.m. for sales
recognised in FY2015. Our operating profit margin increased from 8.7% in FY2014 to 26.5%
in FY2015 for the same reasons.

Hotels

Our operating profit from hotels decreased by HK$57 million or 16.5% from HK$345
million in FY2014 to HK$288 million in FY2015, mainly due to a decrease in operating profit
from hotels in Hong Kong as a result of a decrease in revenue in Hong Kong as discussed
above. Our operating loss from the Marco Polo Changzhou hotel decreased in FY2015 as a
result of an increase in its average occupancy rates but offset by lower average room rates.
Consequently, our operating profit margin for hotels decreased from 23.6% in FY2014 to
21.2% in FY2015 which was in line with the decrease in revenue from hotels.

Increase in fair value of investment properties

The increase in fair value of investment properties was HK$22,400 million or 80.8% lower
in FY2015 at HK$5,329 million compared to the HK$27,729 million increase in FY2014. The
reduction in the size of the increase was mainly due to a smaller increase in the fair value of
our investment properties at Harbour City and Times Square as a result of a smaller increase
in the assumed market rents for valuation purposes as at 31 December 2015 compared to the
increase as at 31 December 2014 due to softer market conditions whilst the capitalisation rates
remained relatively stable. See “Appendix | — Accountants’ Report — Note 11” for more
details.

Other net income

Other net income increased by HK$82 million or 46.9% from HK$175 million in FY2014
to HK$257 million in FY2015. The increase in other net income was mainly due to an increase
in net foreign exchange gains arising from fluctuations in the SGD and AUD against the HKD
during the year.
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Finance costs

Finance costs increased by HK$38 million or 3.0% from HK$1,264 million in FY2014 to
HK$1,302 million in FY2015. Despite a decrease in total interest charged on both bank loans
and loans from fellow subsidiaries due to a decrease in average balances of both bank loans
and loans from fellow subsidiary, our finance costs increased mainly as a result of a decrease
in interest capitalised of HK$90 million, most of which was attributable to The Murray in
FY2014.

Share of results after tax of an associate and joint ventures

Our results from an associate increased by HK$137 million from a share of loss of HK$4
million in FY2014 to a share of profit of HK$133 million in FY2015 mainly as a result of sales
recognised from completion of a portion of the Shanghai South Station project in FY2015.

Our results from joint ventures remained relatively stable at HK$97 million and HK$95
million in FY2014 and FY2015, respectively.

Income tax expense and effective tax rate

Income tax expense increased by HK$284 million or 16.9% from HK$1,684 million in
FY2014 to HK$1,968 million in FY2015. Our effective tax rate increased from 4.5% in FY2014
to 12.1% in FY2015 mainly as a result of a decrease in the fair value gain on our investment
properties mentioned above, which reduced the ratio of our profit before taxation to our income
tax expenses.

Profit for the year attributable to shareholders of our Company

As a result of the foregoing, profit for the year attributable to shareholders of our
Company decreased by HK$21,340 million or 60.8% from HK$35,127 million in FY2014 to
HK$13,787 million in FY2015. Our net profit margin in respect of profit attributable to
shareholders of our Company decreased from 201.5% in FY2014 to 78.4% in FY2015 which
was mainly due to the decrease in the fair value gain on our investment properties. Excluding
the attributable increase in fair value of our investment properties, our profit for the year
attributable to shareholders of our Company increased by HK$1,005 million or 13.5% from
HK$7,464 million in FY2014 to HK$8,469 million in FY2015. Our net profit margin in respect
of profit attributable to shareholders of our Company excluding the attributable increase in fair
value of our investment properties increased from 42.8% in FY2014 to0 48.2% in FY2015 mainly
due to the increase in our operating profit margin mentioned above.

DESCRIPTION OF CERTAIN ITEMS OF COMBINED STATEMENTS OF FINANCIAL
POSITION

Investment properties

Investment properties represent properties held by us for long-term investment purposes
and for recurring rental income and/or capital appreciation. Our investment properties
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amounted to HK$229,023 million, HK$235,597 million, HK$244,375 million and HK$245,424
million as at 31 December 2014, 2015, 2016 and 30 June 2017, respectively. See “Segmental
Revenue and Respective Accounting Treatments” above for details. The following table shows
the carrying amount of our individual investment properties as at the dates indicated:

As at
As at 31 December 30 June
2014 2015 2016 2017

HK$ million HK$ million HK$ million HK$ million

Investment properties under development

-SuzhoulFS ... ... ... ... ... .. ..., 1,876 2,462 2,933 3,254
Investment properties completed
- Harbour City. .. .................... 159,700 163,300 164,540 164,980
-Times Square...................... 52,100 54,070 54,510 54,540
- Plaza Hollywood ................... 8,970 9,340 9,540 9,550
- Crawford House . . . ................. 5,800 5,832 5,830 5,910
- Our premises at Wheelock House . . ... — — 6,372 6,543
-Others. ... ... 577 593 650 647
Investment properties completed ........ 227,147 233,135 241,442 242,170
Total investment properties. . ............ 229,023 235,597 244,375 245,424

The value of our investment properties increased to HK$235,597 million as at 31
December 2015 from HK$229,023 million as at 31 December 2014. The increase was mainly
due to an increase in fair value of HK$5,329 million mainly attributable to Harbour City and
Times Square. The value of our investment properties then increased by HK$8,778 million to
HK$244,375 million as at 31 December 2016 mainly due to (i) the addition of our premises at
Wheelock House which we acquired in April 2016; and (ii) an increase in their fair value of
HK$1,191 million. The value of our investment properties then remained relatively stable at
HK$245,424 million as at 30 June 2017. Our investment properties under development
increased from HK$1,876 million as at 31 December 2014 to HK$3,254 million as at 30 June
2017 mainly due to the accumulated cost capitalised from the development of Suzhou IFS.

Interests in an associate and joint ventures

Our interest in an associate amounted to HK$2,059 million, HK$1,608 million and
HK$1,417 million as at 31 December 2014, 2015 and 2016, respectively, mainly due to a
decrease in the amount due from an associate as a result of repayment of amounts due from
that associate. The amount then increased slightly to HK$1,463 million as at 30 June 2017
mainly due to an increase in share of net assets as well as amounts due from our associate.
Our interests in joint ventures amounted to HK$2,127 million, HK$2,039 million, HK$1,808
million and HK$1,780 million as at 31 December 2014, 2015, 2016 and 30 June 2017,
respectively mainly due to dividend payments received from our joint ventures.
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For details of interests in associate and joint ventures, see “Description of Selected Items
in the Combined Statements of Profit or Loss” above and “Appendix | — Accountants’ Report
— Notes 13 and 14”.

Properties for sale

Our properties for sale amounted to HK$4,979 million, HK$2,699 million, HK$1,957
million and HK$930 million as at 31 December 2014, 2015, 2016 and 30 June 2017,
respectively. See “Segmental Revenue and Respective Accounting Treatments” above for
details. The following table shows the list of properties for sale as at the dates indicated:

As at
As at 31 December 30 June
2014 2015 2016 2017

HK$ million HK$ million HK$ million HKS$ million

Properties under development for sale .. .. 4,528 2,510 1,753 801
Completed properties forsale ........... 451 189 204 129
4,979 2,699 1,957 930

Our properties for sale decreased by HK$2,280 million or 45.8% from HK$4,979 million
as at 31 December 2014 to HK$2,699 million as at 31 December 2015 and decreased by
HK$742 million or 27.5% to HK$1,957 million as at 31 December 2016 and further decreased
to HK$930 million as at 30 June 2017 primarily due to the recognition of revenue from sales
of Suzhou Times City and Changzhou Times Palace.

As at the Latest Practicable Date, HK$20 million or 2.2% of our properties for sale as at
30 June 2017 were sold and recognised.

Trade and other receivables

Our trade receivables primarily consist of receivables from our hotel operations. Our
trade receivables amounted to HK$456 million, HK$390 million, HK$288 million and HK$275
million as at 31 December 2014, 2015 and 2016 and 30 June 2017, respectively. Our trade
receivables decreased as at each reporting date mainly due to the decrease in revenue from
hotel operations.
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Other receivables mainly consist of prepayments and loan arrangement and commitment
fees. In accordance with our treasury policy, loan arrangement and commitment fees paid
upfront for long term loans are amortised over the loan term and accounted for in other
receivables. The loan arrangement and commitment fees will be fully charged to the combined
statements of profit or loss upon any early repayment of the loans to which they relate. Our
other receivables decreased from HK$775 million as at 31 December 2014, to HK$658 million
as at 31 December 2015 and further decreased to HK$530 million as at 31 December 2016
mainly due to a decrease in loan arrangement and commitment fees which were directly
expensed off upon early repayment of certain loans during the Track Record Period. Our other
receivables then increased to HK$692 million as at 30 June 2017, mainly due to advances to
our co-investor in the Suzhou Times City project for the development of Suzhou Times City.

Our management closely reviews the trade receivables balances on an ongoing basis,
and assessments are made by our management of the collectability of balances. After fully
considering the nature of trade receivables and their collectability on a case-by-case basis, we
have made provisions for the impairment of certain long overdue trade receivables or
irrecoverable trade receivables in order to ensure the quality of our assets. For FY2014,
FY2015, FY2016 and 1H2017, impairment loss recognised in respect of trade receivables
were nil, HK$3 million, nil and nil, respectively. No collectively impaired trade receivables were
recorded during the Track Record Period.

As at 31 December 2014, 2015, 2016 and 30 June 2017, 100%, 99%, 99% and 99%,
respectively, of our trade receivables were not impaired. We determined the impairment
allowance in respect of such trade receivables with reference to any significant change in the
credit quality of our customers and the recoverability of the balances. We do not hold any
collateral over these balances. The following table shows the ageing analysis of our trade
receivables as at the dates indicated:

As at
As at 31 December 30 June
2014 2015 2016 2017

HK$ million HK$ million HK$ million HKS$ million

0-30 daysS . .o it 445 367 244 216
31-60days. ... o v it 8 14 24 22
61-90days. ... 3 5 4 13
Over90days........coiiiiiinnn .. — 4 16 24

456 390 288 275
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The table below shows the turnover days of trade receivables for the Track Record
Period:

FY2014 FY2015 FY2016 1H2017

Turnover days of trade receivables (" . .. .. 10 8 6 5

Note:

(1)  Turnover days of trade receivables for FY2014, FY2015, FY2016 and 1H2017 is derived by dividing the closing
balances of trade receivables at the end of the relevant period by revenue during the period and multiplying by
the number of days in the period (as applicable).

As at the Latest Practicable Date, HK$212 million or 77% of our trade receivables
outstanding as at 30 June 2017 were settled.

Derivative financial instruments

As at 31 December 2014 and 2015 we had derivative financial instruments, substantially
all of which were forward foreign exchange contracts. As at 31 December 2016 and 30 June
2017, we did not hold any derivative financial instruments. The following table shows the
breakdown of derivative financial instruments as at the dates indicated:

As at
As at 31 December 30 June
2014 2015 2016 2017

HK$ million HK$ million HK$ million HKS$ million

Non-current

Derivative financial assets .............. 4 — — —
Derivative financial liabilities ............ (3) — — —
Current

Derivative financial assets . ............. 80 1 — —
Derivative financial liabilities . ........... (45) (2) — —
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The following shows the notional principal amounts of derivative financial instruments
outstanding as at the dates indicated:

As at
As at 31 December 30 June
2014 2015 2016 2017

HK$ million HKS$ million HKS$ million HKS$ million
Forward foreign exchange contracts ... ... 2,879 2,652 — —

We monitor the use of derivative financial instruments closely. Substantially all of the
derivative financial instruments we entered into were used for managing and hedging our
currency exposures. During the Track Record Period, we entered into forward foreign
exchange contracts and other derivative instruments which were either classified as derivative
financial assets or derivative financial liabilities. Derivative financial assets represent the
amounts we would receive whilst derivative financial liabilities represent the amounts we
would pay if the positions were closed at the end of the reporting period.

Our Directors confirmed that the foreign exchange derivative financial instruments
entered into by us during the Track Record Period were intended for hedging purposes and not
for speculation. We have ceased to enter into any new derivative financial instruments since
December 2015 and we currently do not intend to enter into any further transactions involving
derivative financial instruments.

See “Business — Hedging Activities” for further details on our internal policy in relation
to investment in such derivative financial instruments.

Trade and other payables

Our trade and other payables as at 31 December 2014, 2015 and 2016 and 30 June 2017
were HK$7,639 million, HK$7,285 million, HK$7,932 million and HK$7,179 million,
respectively, of which a breakdown is shown below:

As at
As at 31 December 30 June
2014 2015 2016 2017

HK$ million HKS$ million HKS$ million HKS$ million

Trade payables ....... ... ... ... ..... 115 144 155 80
Rental and customer deposits ........... 2,824 3,169 3,306 3,347
Construction costs payables............. 2,060 1,175 1,189 768
Amounts due to an associate............ 17 32 14 —
Amounts due to joint ventures ........... 1,036 1,208 1,422 1,449
Other payables ....................... 1,587 1,557 1,846 1,535

7,639 7,285 7,932 7,179
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Our trade and other payables mainly consist of (i) trade payables derived primarily from
payables to our suppliers for food and beverages and other supplies to our hotels and club; (ii)
rental and customer deposits arising from renting out of our investment properties; and (iii)
construction costs payable for our development properties. Our rental and customers deposits
increased from HK$2,824 million as at 31 December 2014 to HK$3,169 million as at 31
December 2015, HK$3,306 million as at 31 December 2016 and further increased to HK$3,347
million at 30 June 2017, which was mainly due to positive rental reversions of our investment
properties during the Track Record Period. Our construction costs payables decreased from
HK$2,060 million as at 31 December 2014 to HK$1,175 million as at 31 December 2015,
HK$1,189 million as at 31 December 2016 and further decreased to HK$768 million as at 30
June 2017, which was due to the gradual completion of development properties over the Track
Record Period.

The table below shows, as at the dates indicated, the aging analysis of our trade
payables:

As at
As at 31 December 30 June
2014 2015 2016 2017

HK$ million HK$ million HK$ million HKS$ million

0-30days. .....ooii 99 116 111 64
31 -60days. ... 12 21 31 9
61 -90days. ........ i, 1 2 7 3
Over 90 days . ......oviiiiinnnnnn. 3 5 6 4

115 144 155 80

The amount of trade and other payables that is expected to be settled after more than one
year as at 31 December 2014, 2015 and 2016 and 30 June 2017 was HK$2,006 million,
HK$2,554 million, HK$2,394 million and HK$2,384 million, respectively, which mainly related
to rental and customer deposits. All of the other trade and other payables are expected to be
settled or recognised as income within one year or are payable on demand.

The table below shows the turnover days of trade payables for the Track Record Period:

FY2014 FY2015 FY2016 1H2017

Turnover days of trade payables ™ot | 7 11 13 7

Note: Turnover days of trade payables for FY2014, FY2015, FY2016 and 1H2017 is derived by dividing the closing
balances of trade payables at the end of the relevant period by direct costs and operating expenses during the
period and multiplying by the number of days in the period (as applicable).

As at the Latest Practicable Date, HK$76 million or 95% of trade payables outstanding as
at 30 June 2017 had been fully settled. Our Directors confirm that, during the Track Record
Period and up to the Latest Practicable Date, there was no material default in payment of trade
payables.
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Deposits from sale of properties

Our deposits from the sale of properties represent a certain portion of the sales proceeds
of the properties agreed to be sold, and amounted to HK$4,373 million, HK$4,691 million,
HK$5,030 million and HK$3,664 million as at 31 December 2014, 2015 and 2016 and 30 June
2017, respectively, mainly due to our sales schedule.

Amounts due from/to our immediate holding company and fellow subsidiaries

The amounts due from our immediate holding company and fellow subsidiaries mainly
arose from our financing arrangements with the Remaining Wharf Group prior to the Listing.
The amounts due to our immediate holding company and fellow subsidiaries, represented
amounts due to the Remaining Wharf Group which mainly arose from amounts we borrowed
to fund our operations such as the acquisition of our premises at Wheelock House in FY2016.
The following table shows the breakdown of amounts due from/to our immediate holding
company and fellow subsidiaries as at the dates indicated:

As at
As at 31 December 30 June
2014 2015 2016 2017

HK$ million HK$ million HK$ million HK$ million

Amount due from our immediate holding

COMPANY &« ottt e e e e e 7,511 4,608 358 674
Amounts due from fellow subsidiaries . . . .. 452 — — —
Amount due to our immediate holding

COMPANY © & vttt e e e e e et e e e — — (10,354) (12,350)
Amounts due to fellow subsidiaries ....... (86) (59) (52) (38)

All our amounts due from/to our immediate holding company and fellow subsidiaries were
unsecured, interest-free and had no fixed terms of repayment. See “Appendix | — Accountants’
Report — Note 24” for further details of related party transactions and balances. The
aggregate balance of the amounts due from/to our immediate holding company and fellow
subsidiaries, being part of the Inter-Group Balances, is expected to be settled by the issuance
of the Promissory Note. See “— Indebtedness”, “Relationship with our Controlling
Shareholders” and “Appendix VII — General Information — Further Information About Our

Group — 6. Reorganisation” for further information.
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LIQUIDITY AND CAPITAL RESOURCES

Cash Flow

For FY2014, FY2015, FY2016 and 1H2017, the principal sources of funding for our
investments and operations were a combination of cash generated from our operations, loans
from fellow subsidiaries, bank borrowings and advances from our immediate holding company
and fellow subsidiaries.

The following table summarises, for the periods indicated, our statements of cash flows:

FY2014 FY2015 FY2016 1H2016 1H2017

HKS$ million HKS$ million HKS$ million HKS$ million HKS$ million
(unaudited)

Net cash generated from

operating activities. ........ 10,276 11,419 11,370 5,487 4,582
Net cash (used in)/generated

from investing activities . . . .. (7,793) 1,111 6,248 (3,718) 178
Net cash used in financing

activities .. ....... ... .. .. (3,119) (11,016) (18,502) (3,192) (7,955)
Net (decrease)/increase in

cash and cash equivalents .. (636) 1,514 (884) (1,423) (3,195)
Cash and cash equivalents at

beginning of year/period . ... 5,928 5,273 6,501 6,501 5,212
Effect of exchange rate

change .................. (19) (286) (405) (126) 154
Cash and cash equivalents at

end of year/period ........ 5,273 6,501 5,212 4,952 2,171

Operating activities

During the Track Record Period, our cash inflow from operating activities was principally
from cash generated from operations including the receipt of proceeds for our rental income,
sale of properties and dividends received from an associate and joint ventures. Our cash
outflow used in operating activities was principally for direct expenses in relation to our
investment properties, construction costs of development properties sold and taxes paid.

For 1H2017, we had net cash generated from operating activities of HK$4,582 million,
which was primarily the result of (i) cash generated from operations of HK$5,476 million, and
(ii) dividends received from equity investments of HK$44 million, partially offset by (i) taxes
paid of HK$437 million and (ii) net interest paid of HK$501 million.
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For FY2016, we had net cash generated from operating activities of HK$11,370 million,
which was primarily the result of (i) cash generated from operations of HK$14,058 million, and
(ii) dividends received from a joint venture of HK$366 million, partially offset by cash used,
comprising (i) taxes paid of HK$1,833 million and (ii) net interest paid of HK$1,297 million.

For FY2015, we had net cash generated from operating activities of HK$11,419 million,
which was primarily the result of (i) cash generated from operations of HK$14,413 million, and
(ii) dividends received from a joint venture of HK$71 million, partially offset by cash used,
comprising (i) taxes paid of HK$1,869 million and (ii) net interest paid of HK$1,252 million.

For FY2014, we had net cash generated from operating activities of HK$10,276 million,
which was primarily the result of (i) cash generated from operations of HK$13,023 million, and
(ii) dividends received from a joint venture of HK$133 million, partially offset by cash used,
comprising (i) taxes paid of HK$1,634 million and (ii) net interest paid of HK$1,288 million.

Investing activities

During the Track Record Period, our cash inflow from investing activities was principally
attributable to cash advances from our immediate holding company and fellow subsidiaries,
net decrease in interest in associate or joint ventures and proceeds from disposal of equity
investments. Our cash outflow used in investing activities was principally for additions of
investment properties, hotel and club properties, plant and equipment, purchase of equity
investments and repayments to our immediate holding company and fellow subsidiaries.

For 1H2017, we had net cash generated from investing activities of HK$178 million
primarily attributable to cash advances from our immediate holding company of HK$1,996
million. The cash inflow was partially offset by cash outflow for additions of investment
properties of HK$493 million in relation to the construction cost for Suzhou IFS and renovation
work carried out in existing investment properties and additions to hotel and club properties,
plant and equipment of HK$693 million.

For FY2016, we had net cash generated from investing activities of HK$6,248 million
primarily attributable to cash advances from our immediate holding company of HK$10,354
million and a repayment from our immediate holding company of HK$4,250 million. The cash
inflow was partially offset by cash outflow for additions of investment properties of HK$7,704
million for the acquisition of our premises at Wheelock House, construction cost for Suzhou
IFS and renovation work carried out in existing investment properties and additions to hotel
and club properties, plant and equipment of HK$1,017 million.
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For FY2015, we had net cash generated from investing activities of HK$1,111 million
primarily attributable to repayment from our immediate holding company of HK$2,903 million.
The cash inflow was partially offset by cash outflow for additions of investment properties of
HK$1,391 million mainly for construction cost for Suzhou IFS and renovation work carried out
in existing investment properties and purchase of equity investments of HK$1,175 million.

For FY2014, we had net cash used in investing activities of HK$7,793 million primarily
attributable to additions of investment properties of HK$3,870 million for the acquisition of
Crawford House, additions to hotel and club properties, plant and equipment of HK$682 million
and cash advances to our immediate holding company of HK$3,615 million.

Financing activities

During the Track Record Period, our cash inflow from financing activities was principally
from the drawdown of loans from banks and fellow subsidiaries. Our cash outflow used in
financing activities was principally for the repayment of loans from banks and fellow
subsidiaries and dividends paid.

For 1H2017, we had net cash used in financing activities of HK$7,955 million primarily
attributable to a decrease in loans from fellow subsidiaries of HK$5,978 million and net
repayment of bank loans of HK$1,497 million.

For FY2016, we had net cash used in financing activities of HK$18,502 million primarily
attributable to total dividends paid of HK$16,106 million and net repayment of bank loans of
HK$4,561 million. The cash outflow was partially offset by cash inflow from an increase in
loans from fellow subsidiaries of HK$2,397 million.

For FY2015, we had net cash used in financing activities of HK$11,016 million primarily
attributable to total dividends paid of HK$8,423 million and net repayment of bank loans of
HK$6,013 million. The cash outflow was partially offset by cash inflow from an increase in
loans from fellow subsidiaries of HK$3,420 million.

For FY2014, we had net cash used in financing activities of HK$3,119 million primarily
attributable to total dividends paid of HK$4,975 million. The cash outflow was partially offset
by cash inflow from net drawdown of bank loans of HK$437 million and an increase in loans
from fellow subsidiaries of HK$1,419 million.
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Net Current Assets and Liabilities

We recorded net current assets of HK$6,689 million and HK$870 million as at 31
December 2014 and 2015 and net current liabilities of HK$16,613 million, HK$20,583 million
and HK$28,433 million as at 31 December 2016, 30 June 2017 and 30 September 2017,
respectively. The table below shows selected information for our current assets and current
liabilities as at the dates indicated, respectively:

Current assets
Properties forsale..........
Inventories ...............
Trade and other receivables. .
Derivative financial assets . ..
Prepaid tax. .. .............
Bank deposits and cash .. ...
Amount due from our
immediate holding
company ................
Amounts due from fellow
subsidiaries. ... ..........

Current liabilities
Trade and other payables. . ..
Deposits from sale of
properties ...............
Derivative financial
instrument. ..............
Taxation payable ... ........
Bankloans................
Amount due to our immediate
holding company .........
Amounts due to fellow
subsidiaries. . ............

Net current assets/(liabilities) .

As at As at
As at 31 December 30 June 30 September
2014 2015 2016 2017 2017

HK$ million HK$ million HKS$ million HKS$ million HK$ million

(unaudited)

4,979 2,699 1,957 930 969
14 11 11 11 11
1,231 1,048 818 967 918
80 1 — — —
119 129 164 18 41
5,273 6,501 5,212 2,171 2,098
7,511 4,608 358 674 154
452 — — — —
19,659 14,997 8,520 4,771 4,191
7,639 7,285 7,932 7,179 7,370
4,373 4,691 5,030 3,664 3,783
45 2 — — —
577 561 533 1,438 1,752
250 1,529 1,232 685 200

— — 10,354 12,350 19,489

86 59 52 38 30
12,970 14,127 25,133 25,354 32,624
6,689 870  (16,613)  (20,583)  (28,433)
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Our net current assets decreased from HK$6,689 million as at 31 December 2014 to
HK$870 million as at 31 December 2015. The decrease was primarily due to (i) a decrease in
properties for sale of HK$2,280 million as a result of the recognition of sale of development
properties and a decrease in cost capitalised in accordance with the timing of completion; (ii)
an increase in the current portion of bank loans of HK$1,279 million; and (iii) a decrease in
amount due from our immediate holding company of HK$2,903 million.

We recorded net current liabilities of HK$16,613 million as at 31 December 2016 which
were primarily due to (i) change of net position from an amount due from our immediate holding
company to an amount due to our immediate holding company of HK$10,354 million, which
mostly arose from amounts we borrowed from our immediate holding company to fund our
operations and the acquisition of our premises at Wheelock House in FY2016; and (ii) a
decrease in the amount due from our immediate holding company of HK$4,250 million in
accordance with the treasury arrangements within the Wharf Group, of which we were a part
during the Track Record Period.

Our net current liabilities increased to HK$20,583 million as at 30 June 2017. The
increase was primarily due to (i) an increase in the amount due to our immediate holding
company of HK$1,996 million which was used for funding part of the repayment of our loan
from our fellow subsidiaries; and (ii) a decrease in bank deposits and cash, mainly resulting
from payment of the construction expenses for The Murray and Suzhou IFS.

Our net current liabilities then increased to HK$28,433 million as at 30 September 2017.
The increase was mainly due to the further increase in amount due to our immediate holding
company of HK$7,139 million primarily as a result of a dividend of HK$10,205 million declared
by WEL on 30 July 2017 which is payable to Wharf.

Working Capital

In view of the business nature of investing in investment properties and property
development (i.e. capital intensive and long development cycle), we are prone to fluctuations
in net cash flow as well as the net position of our current assets and currents liabilities. Our
operations during the Track Record Period were financed by a combination of proceeds from
operations, loans from fellow subsidiaries, bank loans and aggregate amounts due to our
immediate holding company and fellow subsidiaries. As at 31 December 2016 and 30 June
2017, we recorded net current liabilities of HK$16,613 million and HK$20,583 million,
respectively, due to amounts due to our immediate holding company and fellow subsidiaries.

Going forward, we expect to use a combination of cash generated from our operating
activities, bank loans, bonds and other types of debt and equity instruments to fund our future
business operations. Such arrangement will give us flexibility to deal with daily cash flow
fluctuations whilst minimising the working capital held. We will settle the amounts due under
the Promissory Note as described below in “— Indebtedness — Settlement of Inter-Group
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Balances”. In addition, as part of the Reorganisation, Wharf will subscribe Shares for an
aggregate subscription price of HK$1,000 million on the Distribution Record Date, which will
be paid by Wharf to our Company in cash. The subscription proceeds will be used by our
Company for its general working capital purposes.

After taking into consideration the financial resources available and expected to be
available to us, including banking facilities and other internal resources, our Directors confirm,
and the Joint Sponsors concur, that we have sufficient working capital for our present
requirements and for at least the next 12 months commencing from the date of this listing
document.

Save as disclosed in this listing document, our Directors are not aware of any other
factors that would have a material impact on our liquidity.

CAPITAL EXPENDITURES

During the Track Record Period, our capital expenditures have principally consisted of
expenditures on acquisitions and improvements of investment properties, hotel and club
properties, plant and equipment. We incurred capital expenditures of HK$7,790 million,
HK$1,780 million, HK$8,759 million and HK$1,173 million, in FY2014, FY2015, FY2016 and
1H2017, respectively, the majority of which were used to acquire investment properties
including the acquisitions of Crawford House in FY2014 and our premises at Wheelock House
in FY2016, the extension of Ocean Terminal and the development of Suzhou IFS and The
Murray. Between 30 June 2017 and the Latest Practicable Date, we did not incur any material
capital expenditures.

For the period from 1 July 2017 to 31 December 2018, we expect that our capital
expenditures will amount to approximately HK$3,600 million. This comprises conversion costs
of Hampton Court into office premises, retail expansion in Harbour City and construction costs
of Suzhou IFS and The Murray.

Our projected capital expenditures are subject to revision based upon any future changes
in our business plan, market conditions, and the prevailing economic and regulatory
environment.

We expect to fund our contractual commitments and capital expenditures principally using
a combination of cash generated from our operating activities, bank loans, bonds and other
types of debt and equity instruments. We believe that these sources of funding will be sufficient
to finance our contractual commitments and capital expenditure needs for the next 12 months.
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CONTRACTUAL AND CAPITAL COMMITMENTS

Commitments

As at 30 June 2017, we had the following committed and uncommitted expenditures:

Committed Uncommitted Total

HKS$ million HK$ million HKS$ million

Properties
- Investment properties . ......... ... . L. 1,407 2,569 3,976
- Development properties . ...................... 425 2,125 2,550
1,832 4,694 6,526
Hotels . . ... 899 124 1,023
Total . .. 2,731 4,818 7,549

Commitments for investment and development properties amounted to HK$6,526 million
as at 30 June 2017 which were mainly for the conversion costs of Hampton Court into office
premises and development of Suzhou IFS and the Shanghai South Station project.
Commitments for hotels amounted to HK$1,023 million as at 30 June 2017 which was primarily
for the development of The Murray. The expenditure for development properties includes
amounts attributable to developments undertaken by our joint ventures and associate in the
PRC of HK$2,255 million as at 30 June 2017.

INDEBTEDNESS

Our indebtedness consists of bank loans and loans from fellow subsidiaries. The
following table shows our total indebtedness as at the dates indicated:

As at As at
As at 31 December 30 June 30 September
2014 2015 2016 2017 2017

HK$ million HKS$ million HK$ million HKS$ million HK$ million
(unaudited)

Bankloans................ 14,956 8,943 4,382 2,885 2,250
Loans from fellow

subsidiaries ............. 25,163 28,583 30,980 25,002 25,318
Total indebtedness. . ........ 40,119 37,526 35,362 27,887 27,568

As at 31 December 2014, 2015, 2016 and 30 June 2017, bank loans accounted for 37.3%,
23.8%, 12.4% and 10.3% of our total indebtedness, respectively, whilst loans from fellow
subsidiaries accounted for 62.7%, 76.2%, 87.6% and 89.7% of our total indebtedness,
respectively.
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Bank loans

The following table shows our total bank loans and their respective maturity profile as at
the dates indicated:

As at As at
As at 31 December 30 June 30 September
2014 2015 2016 2017 2017

HKS$ million HK$ million HKS$ million HKS$ million HK$ million

(unaudited)

Bank loans (secured)
Due after 1 year but not
exceeding 2 years ........ 6 — — — —

Bank loans (unsecured)

Due within 1 year .......... 250 1,629 1,232 685 200
Due after 1 year but not
exceeding 2 years ........ 7,274 2,500 300 700 700
Due after 2 years but not
exceeding 5 years ........ 7,426 4,914 2,850 1,500 1,350
14,950 8,943 4,382 2,885 2,250
Total bank loans ........... 14,956 8,943 4,382 2,885 2,250

The following table shows the range of interest rates on our borrowings as at the dates
indicated below:

As at As at
As at 31 December 30 June 30 September
2014 2015 2016 2017 2017

Effective interest
rate per annum . 0.9% - 6.2%™°"®  0.9%-2.1% 0.9%-1.6% 1.2%-1.6% 1.2%-1.6%

Note: The relatively higher effective interest rate per annum in FY2014 compared to other periods during the Track
Record Period was mainly due to the interest rates on loans denominated in RMB.

Our total bank loans as at 31 December 2014, 2015 and 2016 and 30 June 2017
amounted to HK$14,956 million, HK$8,943 million, HK$4,382 million and HK$2,885 million, of
which HK$4,418 million, HK$4,800 million, HK$3,250 million and HK$1,750 million,
respectively, were borrowed by the HCDL Group. Certain of the loans borrowed by the
subsidiaries of HCDL were guaranteed by HCDL but non-recourse to us or to other subsidiaries
of our Group outside the HCDL Group. Other than the loans borrowed by the HCDL Group,
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any loan facilities of our other subsidiaries guaranteed by Wharf has been or will be replaced
or terminated prior to the Listing. During the Track Record Period, substantially all the bank
loans were unsecured.

The facility agreements in respect of certain of the above borrowings contain financial
covenants which require that, at any time, the consolidated tangible net worth of the HCDL
Group or the Wharf Group, as the case may be, is not less than, and the ratio of borrowings
to consolidated tangible net worth of the HCDL Group or the Wharf Group, as the case may be,
is not more than, certain required levels of the HCDL Group or the Wharf Group, as the case
may be.

The above loan facilities contain certain provisions which restrict the ability of the
borrower and, where relevant, the guarantors to, among other things: (i) enter into any merger,
consolidation, divestiture, change of its majority ownership or management which have or
could have a material adverse effect; (ii) reduce the beneficial ownership of certain members
of our Group; or (iii) enter into any corporate reconstruction which will have a material adverse
effect on the business, assets or financial condition. We have notified the relevant banks and
have obtained relevant waivers or consents, where applicable, in relation to our
Reorganisation before Listing. During the Track Record Period and up to the Latest Practicable
Date, we had not breached any of the material covenants of the loan facilities.

As at 30 September 2017, being the latest practicable date for the purpose of this
indebtedness statement, we had aggregate loan facilities of HK$4,850 million, of which
HK$2,600 million was unutilised. We have not committed to draw down the unutilised amount.

Our Directors confirm that, during the Track Record Period, we did not experience any
delay or default in repayment of bank borrowings nor experience any difficulty in obtaining
banking facilities with terms that were commercially acceptable to us. As at the date of this
listing document, other than the loans for repayment of the Promissory Note, we do not have
any specific plan for material external debt financing.

Loans from fellow subsidiaries

Loans from fellow subsidiaries amounted to HK$25,163 million, HK$28,583 million,
HK$30,980 million, HK$25,002 million and HK$25,318 million, respectively as at 31 December
2014, 2015, 2016 and 30 June 2017 and 30 September 2017 and were unsecured, interest
bearing at market rates and repayable on demand. The loans from fellow subsidiaries were
classified as non-current liabilities as they confirmed that they would not call upon our Group
to repay any part of the loans for the next twelve months at the end of each reporting period.
The effective interest rate per annum on loans from fellow subsidiaries ranged from 1.3% to
6.1%, 1.6% to 6.1%, 1.4% to 6.1%, 1.4% to 6.1% and 1.4% to 6.1% for FY2014, FY2015,
FY2016 and 1H2017 and for the nine months ended 30 September 2017, respectively. Certain
of our loans denominated in foreign currencies are of higher interest rates than those of loans
denominated in HKD with reference to the prevailing market rate. All the loans from fellow
subsidiaries are expected to be settled on the Listing Date by issuance of the Promissory Note.
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Settlement of Inter-Group Balances

Our Company will issue the Promissory Note immediately prior to completion of the
Spin-off to settle the Inter-Group Balances. The Promissory Note is expected to be settled by
(i) the payment of cash and (ii) the assumption by our Company or its subsidiaries of the
liabilities of Wharf or its subsidiaries under certain novated banking facilities, within five
business days after completion of the Spin-off. The Promissory Note will be non-interest
bearing (except in regards to any amount which remains unpaid after the fifth business day
following the Listing Date, after which interest will be payable at the rate per annum being the
aggregate of 1% per annum and the effective average interest rate per annum on the
Inter-Group Balances until the date of payment of all outstanding amounts).

The settlement of the Promissory Note will be funded by (i) a loan facility dated 13
October 2017 in the total amount of approximately HK$20.0 billion provided to Wharf REIC
Finance Limited (the “Borrower”), a wholly-owned subsidiary of our Company, which is
guaranteed by our Company (the “Guarantor”), by HSBC (“Loan Facility A”), (ii) new loan
facilities signed in October 2017 in the total amount of approximately HK$17.8 billion provided
to the Borrower, and guaranteed by the Guarantor, by a number of lenders (“New Loan
Facilities”), and (iii) the assumption by our Company or its subsidiaries of the liabilities of
Wharf or its subsidiaries in the total amount of approximately HK$10.5 billion under certain
novated banking facilities (together with Loan Facility A and the New Loan Facilities, the “Loan
Facilities” and each a “Loan Facility”). The aggregate amount of the Loan Facilities is
approximately HK$48 billion. The Loan Facilities are not guaranteed by Wheelock and/or its
associates other than our Company. The Directors consider that we are in a strong financial
position and have substantial assets which are free from encumbrances, which will enable us
to raise additional borrowings independently when needed.

The Loan Facilities contain financial covenants requiring that (i) the consolidated tangible
net worth of our Group will not be less than a specified amount; and (ii) the ratio of its
consolidated net borrowings of our Group (including contingent liabilities or guarantee
obligations for borrowed money) to its consolidated tangible net worth shall not exceed a
specified threshold.

Each of the Loan Facilities also contains certain customary events of default. The
following sets out a summary of such events of default:

° failure by the Borrower or the Guarantor to comply with the terms and conditions of
the relevant Loan Facility; or failure by the Guarantor to comply with its financial
obligations under the relevant Loan Facility or the guarantee of the relevant Loan
Facility;

° cross default in relation to the indebtedness of the Borrower or the Guarantor or their
wholly-owned subsidiaries;

° liquidation, winding up or dissolution of, or cessation of business by, the Borrower or
the Guarantor;
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° change in the financial condition of the Borrower or the Guarantor which could
materially and adversely affect their ability to perform their obligations under the
relevant Loan Facility or the guarantee of the relevant Loan Facility;

o the suspension of trading or the cessation of listing of the Guarantor’s shares on the
Stock Exchange (save for suspension of less than a specified period); and

o the occurrence of an event (including but not limited to merger, consolidation,
divestiture, change of majority ownership or management) which has or could have
a material adverse effect on the Guarantor.

At any time after the occurrence of an event of default which is continuing, subject to the
applicable grace periods, the relevant lender may terminate the relevant Loan Facility and
demand immediate repayment of all principal, interest and other sums under the Loan Facility
(or any part thereof).

During the Track Record Period and up to the Latest Practicable Date, we did not breach
any of the material covenants of our loan facilities.

Contingent liabilities

As at the Latest Practicable Date, we did not have any material contingent liabilities or
guarantees, except for the guarantees of the Loan Facilities set out above and certain loans
borrowed by subsidiaries of HCDL (see “Financial Information — Bank Loans” above regarding
loans guaranteed by HCDL but non-recourse to us or to other subsidiaries of our Group outside
the HCDL Group).

As at the Latest Practicable Date, save as aforesaid or as otherwise disclosed herein, and
apart from intra-group liabilities, we did not have any loan capital issued and outstanding or
agreed to be issued, bank overdrafts, loans or other similar indebtedness, liabilities under
acceptances (other than normal trade bills) or acceptable credits, debentures, mortgages,
charges, finance leases or hire purchases commitments, guarantees, material covenants, or
other material contingent liabilities.

OFF-BALANCE SHEET ARRANGEMENTS

As at the Latest Practicable Date, we had not entered into any off-balance sheet
transactions.

TRANSACTIONS WITH RELATED PARTIES

With respect to the related party transactions set forth in the Accountants’ Report in
Appendix | to this listing document, our Directors confirm that these transactions were
conducted on normal commercial terms and are no less favourable to us than those available
to independent third parties and were fair and reasonable and in the interest of our
Shareholders as a whole.
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KEY FINANCIAL RATIOS

The following table sets forth our key financial ratios for the periods or as at each of the

dates indicated:

FY2014 FY2015 FY2016 1H2017
Profitability ratios
Operating profit margin (%) .. ... ... .. 59.7 66.9 70.2 73.9
Net profit margin (%) @ ................ 203.4 81.4 60.4 54.0
Return on shareholders’ equity (%) ®..... 17.5 6.7 5.0 2.4
Return on total assets (%) ¥ ............ 13.6 5.4 3.8 2.0
As at
As at 31 December 30 June
2014 2015 2016 2017
Liquidity ratios
Currentratio ® ... ... .. .. .. .. ... ..... 1.5 1.1 0.3 0.2
Gearing ratio (%) © ... .. .. ... 19.5 17.8 17.3 13.3
Net debt to equity ratio (%) ™ ........... 16.9 14.7 14.8 12.3

Notes:

(1)

(3)

Operating profit margin for FY2014, FY2015, FY2016 and 1H2017 was calculated as operating profit divided by
revenue for the respective period. See “— Review of Historical Results of Operation” above for more details on
our operating profit margins.

Net profit margin for FY2014, FY2015, FY2016 and 1H2017 was calculated as profit for the year/period divided
by revenue for the respective year/period. See “— Review of Historical Results of Operation” above for more
details on our net profit margins.

Return on shareholders’ equity for FY2014, FY2015, FY2016 and 1H2017 was calculated as profit attributable
to shareholders of our Company for the respective year/period divided by the shareholders’ equity as at the end
of the respective year/period and multiplied by 100%. The calculation of the return on shareholders’ equity for
1H2017 has not been annualised.

Return on total assets for FY2014, FY2015, FY2016 and 1H2017 was calculated as profit for the respective
year/period divided by the total assets as at the end of the respective year/period and multiplied by 100%. The
calculation of the return on total assets for 1H2017 has not been annualised.

Current ratios as at 31 December 2014, 2015, 2016 and 30 June 2017 were calculated based on the total current
assets as at the respective dates divided by the total current liabilities as at the respective dates.

Gearing ratios as at 31 December 2014, 2015, 2016 and 30 June 2017 were calculated based on the sum of (i)
total interest-bearing bank loans and (ii) loans from fellow subsidiaries as at the respective dates divided by
total equity as at the respective dates and multiplied by 100%.

Net debt to equity ratios as at 31 December 2014, 2015, 2016 and 30 June 2017 were calculated based on net
debt (being the sum of (i) total interest-bearing bank loans and (ii) loans from follow subsidiaries net of bank
deposits and cash) as at the respective dates divided by total equity as at the respective dates.
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Return on shareholders’ equity

Our return on shareholders’ equity was 17.5%, 6.7%, 5.0% and 2.4% for FY2014,
FY2015, FY2016 and 1H2017, respectively. The continuous decrease during the Track Record
Period was primarily due to the decrease in net profit mainly as a result of a reduction in the
increase in fair value of investment properties. By excluding the attributable increase in fair
value of our investment properties, our adjusted return on shareholders’ equity during the
Track Record Period was 3.7%, 4.1%, 4.4% and 2.2%, respectively.

Return on total assets

Our return on total assets was 13.6%, 5.4%, 3.8% and 2.0% for FY2014, FY2015, FY2016
and 1H2017, respectively. The continuous decrease during the Track Record Period was
primarily due to the decrease in net profit mainly as a result of the reduction in the increase
in fair value of investment properties. By excluding the increase in fair value of investment
properties, our adjusted return on total assets during the Track Record Period was 3.0%, 3.4%,
3.4% and 1.8%, respectively.

Current ratio

Our current ratio was 1.5, 1.1, 0.3 and 0.2 as at 31 December 2014, 2015, 2016 and 30
June 2017, respectively. The decrease from 31 December 2014 to 31 December 2015 was
mainly due to (i) the decrease in properties for sale and (ii) the reduction in amounts due from
our immediate holding company. The further decrease from 31 December 2015 to 31
December 2016 was mainly due to (i) further decrease in properties for sale; (ii) the further
reduction in amounts due from our immediate holding company; and (iii) the additional
amounts due to our immediate holding company. The current ratio slightly decreased from 31
December 2016 to 30 June 2017, primarily due to the decrease in bank deposits and cash as
well as in properties for sale.

Gearing ratio

Our gearing ratio was 19.5%, 17.8%, 17.3% and 13.3% as at 31 December 2014, 2015,
2016 and 30 June 2017, respectively. The decrease from 31 December 2014 to 31 December
2015 was mainly due to (i) the decrease in the balance of interest bearing bank loans and (ii)
the increase in total equity, partially offset by the increase in loans from fellow subsidiaries.
The decrease from 31 December 2015 to 31 December 2016 was mainly due to the decrease
in the balance of interest bearing bank loans partially offset by the decrease in total equity. The
subsequent decrease from 31 December 2016 to 30 June 2017 was mainly due to (i) the
decrease in loans from fellow subsidiaries and (ii) the increase in total equity. If the net amount
due to our immediate holding company and net amount due to fellow subsidiaries are also
included, our adjusted gearing ratio was 15.7%, 15.6%, 22.2% and 18.9% as at 31 December
2014, 2015, 2016 and 30 June 2017, respectively.
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Net debt to equity

Our net debt to equity ratio was 16.9%, 14.7%, 14.8% and 12.3% as at 31 December
2014, 2015, 2016 and 30 June 2017, respectively. The decrease from 31 December 2014 to
31 December 2015 was mainly due to (i) the decrease in balance of interest bearing bank
loans and (ii) the increase in total equity, partially offset by the increase in loans from fellow
subsidiaries. The slight increase from 31 December 2015 to 31 December 2016 was mainly
due to (i) the decrease in total equity and (ii) decrease in bank deposits and cash offset by the
decrease in balance of interest bearing bank loans. The subsequent decrease from 31
December 2016 to 30 June 2017 was mainly due to (i) the decrease in loans from fellow
subsidiaries and (ii) the increase in total equity, partially offset by the decrease in bank
deposits and cash. If the net amount due to our immediate holding company and net amount
due to fellow subsidiaries are also included, our adjusted net debt to equity ratio was 13.1%,
12.6%, 19.7% and 17.9% as at 31 December 2014, 2015, 2016 and 30 June 2017,
respectively.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISKS

We are exposed to a variety of types of financial risk, such as market risk (including
foreign exchange risk, cash flow and fair value interest rate risk), credit risk and liquidity risk.

Details of the risks to which we are exposed are set out in note 3 to the Accountants’
Report, the text of which is set out in Appendix | to this listing document.

DISCLOSURE REQUIRED UNDER THE LISTING RULES

Our Directors confirm that as at the Latest Practicable Date, there were no circumstances
that would give rise to a need to make a disclosure pursuant to the requirements under Rules
13.13 to 13.19 of the Hong Kong Listing Rules.

LISTING EXPENSES

In relation to the Listing, we expect to incur listing expenses of approximately HK$66
million. During the Track Record Period, we did not incur any listing expenses. All the listing
expenses are expected to be recognised as administrative and corporate expenses in our
combined statements of profit or loss for the year ending 31 December 2017.

DIVIDENDS AND DIVIDEND POLICY

The Board currently intends to pay dividends corresponding to approximately 65% of our
realised recurrent profit attributable to Shareholders derived from our investment properties
and hotels in Hong Kong (“Hong Kong IP”) from year to year (“Distribution Profit”). Realised
recurrent profit from our Hong Kong IP excludes profit from our Hong Kong IP from unrealised
revaluation gains, the recognition of deferred tax assets and any other material non-cash
gains, and profit which the Board considers to be non-recurring in nature including among
others disposal gains or gains on the issuance of securities.
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The table below shows the Distribution Profits for the periods indicated:

FY2014 FY2015 FY2016 1H 2017

HKS$ billion HKS$ billion  HKS billion  HKS$ billion

Profit attributable to shareholders of our
Company excluding attributable increase

in fair value of investment properties ... 7.5 8.5 8.7 4.4
Less:

Profit from the PRC attributable to

shareholders of our Company.......... (0.2) (0.5) (0.2) (0.2)
Distribution Profit. . . ................... 7.3 8.0 8.5 4.2

No dividend has been paid or declared by our Company since its date of incorporation.
The dividends declared and paid by WEL to its then shareholder, Wharf, during the Track
Record Period were HK$4,803 million, HK$8,297 million, HK$15,753 million and nil for
FY2014, FY2015, FY2016 and 1H2017, respectively. For the same periods, the dividends
declared and paid by HCDL to non-controlling interests were HK$172 million, HK$126 million,
HK$353 million and HK$141 million, respectively. On 30 July 2017 WEL declared a dividend
in the sum of HK$10,205 million, which is payable to Wharf and which will be part of the
Inter-Group Balances. The Inter-Group Balances will be settled by way of the Promissory Note.
The Promissory Note is expected to be settled by (i) the payment of cash and (ii) the
assumption by our Company or its subsidiaries of the liabilities of Wharf or its subsidiaries
under certain novated banking facilities, within five business days after completion of the
Spin-off. See “Financial Information — Indebtedness” for further information.

The declaration of dividends is subject to the discretion of our Board and the approval of
our Shareholders (except for interim dividends) as may be necessary. The Board will consider
our operations and earnings, capital requirements and surplus, general financial condition,
contractual restrictions, capital expenditure and future development requirements,
shareholders’ interests and other factors which they may deem relevant at such time. Any
declaration and payment as well as the amount of the dividends will be subject to our
constitutional documents and the Cayman Islands Companies Law, including the approval of
our Shareholders (except for interim dividends). Also see “Risk Factors — Other Risks
Relating to our Group — Our future dividend payments will be subject to the discretion of the
Board.”

Any dividends declared will be in Hong Kong dollars with respect to our Shares on a per
share basis, and our Company will pay such dividends in Hong Kong dollars.

Any distributable profits that are not distributed in any given year will be retained and
available for distribution in subsequent years. To the extent profits are distributed as
dividends, such portion of profits will not be available to be reinvested in our operations.
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DISTRIBUTABLE RESERVES

Our Company was incorporated on 13 April 2017 and is an investment holding company.
There were no reserves available for distribution to the Shareholders as at the Latest
Practicable Date. On the Distribution Record Date, as part of the Reorganisation, Wharf will
subscribe Shares for an aggregate subscription price of HK$1,000 million, of which
approximately HK$697 million will be credited to our share premium account and become a
distributable reserve.

UNAUDITED PRO FORMA ADJUSTED NET TANGIBLE ASSETS

See “Appendix Il — Unaudited Pro Forma Financial Information” for our unaudited pro
forma adjusted combined net tangible assets.

RECENT DEVELOPMENTS AND NO MATERIAL ADVERSE CHANGE

See “Dividends and Dividend Policy” above for details of dividends declared and payable
by WEL to Wharf during the period from the end of the Track Record Period and up to the
Latest Practicable Date.

Our Directors have confirmed that (i) there were no material adverse changes in the
business, or the financial or operating position, of our Group from 30 June 2017 up to 31
August 2017, and (ii) since 30 June 2017 and up to the date of this listing document, there has
been no material adverse change in the market conditions or the industry or the environment
in which we operate that materially and adversely affect our financial or operating position or
the prospects of our Group.

In relation to the issuance of the Promissory Note which is expected to be settled by (i)
the payment of cash funded by bank borrowings and (ii) the assumption by our Company or its
subsidiaries of the liabilities of Wharf or its subsidiaries under certain novated banking
facilities within five business days after completion of the Spin-off, we expect that as a result
of such bank borrowings (including novated liabilities), our gearing ratio and net debt to equity
ratio will increase and also expect to incur additional finance costs. If such bank borrowings
had existed on 30 June 2017, based on Note 7 to the unaudited pro forma combined statement
of financial position of our Group set out on page I1-5 in “Appendix |l — Unaudited Pro Forma
Financial Information”, our gearing ratio and net debt to equity ratio as at 30 June 2017 would
have been 24.9% and 23.3%, respectively. See “Financial Information — Indebtedness —
Settlement of Inter-Group Balances” for further information in relation to the bank borrowings
for settling the Promissory Note.
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OVERVIEW

Our Directors

Our Board currently consists of eight Directors, comprising four Executive Directors and

four Independent Non-executive Directors

our Directors:

. The following table sets out certain information of

Date of Date of first Roles and
appointment  joining the Responsibilities
Name Age Position as Director Wharf Group in our Group
Mr. Ng Tin Hoi Stephen 65 Chairman, 13 April 2017 1 April 1981 Overall strategic planning
(5 Rig5eA:) Executive and major decision making
Director and for our Group
Managing
Director
Ms. Lee Yuk Fong Doreen 61 Executive 8 August 9 January Overseeing our portfolio of
(ZEEH L) Director and 2017 1984 investment properties in
Vice Chairman Hong Kong and the PRC
Ms. Leng Yen Thean 46 Executive 8 August 11 November  Managing our core
(B E 4 1) Director 2017 2004 investment properties in
Hong Kong, namely
Harbour City, Times
Square and Plaza
Hollywood
Mr. Leung Kai Hang 73 Executive 8 August 1 April 1983 Overseeing our finance
(R SeH) Director 2017 and treasury functions
Mr. Au Siu Kee Alexander 71 Independent 23 October 22 October Overseeing the
(k2 FE 542 ) Non-executive 2017 2012 management of our Group
Director independently
Mr. Andrew James Seaton 63 Independent 23 October 23 October Overseeing the
(BLAT5eA:) Non-executive 2017 2017 management of our Group
Director independently
Mr. Richard Gareth Williams 69 Independent 23 October 23 October Overseeing the
(FHF ) Non-executive 2017 2017 management of our Group
Director independently
Professor Yeoh Eng Kiong 71 Independent 23 October 1 July 2014 Overseeing the
(MK @ #d%z), GBS, JP Non-executive 2017 management of our Group

Director
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DIRECTORS
Executive Directors

Mr. Ng Tin Hoi Stephen (R X85 4), aged 65, was appointed as our Director on 13 April
2017, designated as an Executive Director and appointed as the Chairman on 8 August 2017
and appointed as the Managing Director of our Company on 24 October 2017. He also serves
as the chairman of our Nomination Committee and a member of our Remuneration Committee.
Mr. Ng performs a leadership role in monitoring and evaluating our business, and is primarily
responsible for the overall strategic planning and major decision making for our Group.

Mr. Ng has been a director of Wheelock since August 1988 and became its deputy
chairman in January 1995. He has also been the managing director of Wharf since May 1989
and became its chairman in May 2015. He has been chairman and executive director of HCDL
since April 2009. Furthermore, he has been a non-executive director of Joyce Boutique
Holdings Limited (stock code: 647) (which is principally engaged in fashion retail, brand
management and distribution) since August 2000 and was elected as its non-executive
chairman since November 2007, chairman of Wheelock Singapore (stock code: M35) (which is
principally engaged in property investment and development, with a focus on luxury
residences) since April 2013, director and chief executive officer of i-CABLE Communications
Limited (stock code: 1097) (which is principally engaged in the provision of television, internet
and multimedia services) from September 1999 to September 2017 and its chairman from
August 2001 to September 2017, as well as a non-executive director of Hotel Properties
Limited (stock code: H15) (an associate of Wheelock which is principally engaged in hotel
management and operation, property development and investment holding) since July 2014,
all being publicly listed companies in Hong Kong or Singapore. He formerly served as a
non-executive director of publicly listed Greentown China Holdings Limited (stock code: 3900)
(one of the leading property developers in China) from June 2012 to March 2015. He is the
chairman of Project WeCan Committee, chairman of the Hong Kong General Chamber of
Commerce, and a council member of the Employers’ Federation of Hong Kong and the Hong
Kong Trade Development Council respectively.

Mr. Ng attended Ripon College in Ripon, Wisconsin, the United States of America and
received his bachelor of arts degree majoring in Mathematics in May 1975.

Mr. Ng serves as the Chairman and has assumed the responsibilities of a chief executive
of our Company. Such deviation from Code Provision A.2.1 of the Corporate Governance Code
in Appendix 14 to the Listing Rules is deemed appropriate as it is considered to be more
efficient to have one single person to be the Chairman of our Company as well as to discharge
the executive functions of a chief executive thereby enabling more effective planning and
better execution of long-term strategies. Our Board believes that the balance of power and
authority is adequately ensured by the operations and governance of our Board which
comprises experienced and high calibre individuals, with half of them being Independent
Non-executive Directors.
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Ms. Lee Yuk Fong Doreen (ZE¥F & *), aged 61, was appointed as an Executive
Director on 8 August 2017 and appointed as the Vice Chairman of our Company on 24 October
2017. She is primarily responsible for overseeing our Group’s portfolio of investment
properties in Hong Kong and the PRC.

Ms. Lee has been a director of Wharf since March 2003 and has been its vice-chairman
since May 2015. She is the chairman and senior managing director of WEL and Wharf China
Estates Limited with the responsibility to oversee our portfolio of investment properties in Hong
Kong and the PRC. She was formerly a non-executive director of HCDL from July 2010 to July
2012. She has also been a non-executive director of Joyce Boutique Holdings Limited since
November 2003 (stock code: 647) (which is principally engaged in fashion retail, brand
management and distribution), which is a publicly listed company in Hong Kong.

Ms. Lee obtained a bachelor’s degree in Arts (Hon) from The University of Hong Kong in
November 1978.

Ms. Leng Yen Thean (Z#&RBE X 1), MRICS, MHKIS, RPS, aged 46, was appointed as an
Executive Director on 8 August 2017. She is primarily responsible for managing our core
investment properties in Hong Kong, namely Harbour City, Times Square and Plaza
Hollywood.

Ms. Leng has been an executive director of Wharf from April 2013 and has tendered her
resignation as an executive director of Wharf which will take effect upon Listing. She has
extensive experience in the real estate industry, in particular, leasing and management of large
scale commercial and retail properties, and the planning, design and development of property
projects in Hong Kong. She has been a director of WEL since February 2010 and was
re-designated as an executive director of WEL in April 2013. She was formerly a non-executive
director of HCDL from July 2012 to April 2013.

Ms. Leng obtained a bachelor’s degree in Land Management from the University of
Portsmouth, the United Kingdom with first class honours in September 1994. She has been a
chartered surveyor of Royal Institution of Chartered Surveyors since January 1998 and the
Hong Kong Institute of Surveyor since June 1998. She has also been a registered professional
surveyor since October 1999.

Mr. Leung Kai Hang (R Z 5%t %), aged 73, was appointed as an Executive Director on
8 August 2017. He has been the group treasurer of the Wheelock Group and the Wharf Group
since November 2007.

Mr. Leung joined the Wharf Group in 1983, where he was primarily responsible for finance
and treasury. He served on the board of Wheelock as finance director from April 1992 to
December 2002, and was formerly a director of Wharf from June 1998 to December 2002. He
rejoined the Wharf Group in November 2007.

Mr. Leung obtained a bachelor’s degree and postgraduate diploma in social work from
The University of Hong Kong in November 1967 and August 1968, respectively.
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Independent Non-Executive Directors

Mr. Au Siu Kee Alexander (XZE %t &), FCA, FCCA, FCPA, AAIA, FCIB, FHKIB, aged
71, was appointed as an Independent Non-executive Director on 23 October 2017. He also
serves as the chairman of our Audit Committee and our Remuneration Committee as well as
a member of our Nomination Committee.

A banker by profession, Mr. Au was the chief executive officer of Hang Seng Bank Limited
from October 1993 to March 1998 and of Oversea-Chinese Banking Corporation Limited in
Singapore from September 1998 to April 2002. Currently, Mr. Au is the chairman and
non-executive director of Henderson Sunlight Asset Management Limited, manager of the
publicly-listed Sunlight Real Estate Investment Trust (stock code: 435). He is an independent
non-executive director of Wharf from October 2012 and has tendered his resignation as an
independent non-executive director of Wharf which will take effect upon Listing. He is also an
independent non-executive director of Henderson Investment Limited (stock code: 97), and a
non-executive director of two other companies, namely Hong Kong Ferry (Holdings) Company
Limited (stock code: 50) and Miramar Hotel and Investment Company, Limited (stock code:
71), all publicly listed in Hong Kong. Mr. Au was formerly an independent non-executive
director of Wheelock from September 2002 to October 2012 and of Henderson Land
Development Company Limited (stock code: 12) from December 2012 to June 2015, both
publicly listed in Hong Kong. Mr. Au is a member of the Finance Committee of The Independent
Schools Foundation Limited.

An accountant by training, Mr. Au is a Chartered Accountant as well as a fellow of The
Institute of Chartered Accountants in England and Wales, The Association of Chartered
Certified Accountants and the Hong Kong Institute of Certified Public Accountants.

Mr. Andrew James Seaton (XZ % %), aged 63, was appointed as an Independent
Non-executive Director on 23 October 2017. He also serves as a member of our Remuneration
Committee.

Mr. Seaton has been the executive director of the British Chamber of Commerce in Hong
Kong, one of Hong Kong’s largest international business bodies, since April 2015. He leads the
work of the Chamber, with responsibility for its overall strategy and management, its financial
status and staffing.

Mr. Seaton was formerly a member of the United Kingdom Diplomatic Service, from 1977
to 2013, during which his responsibilities focused mainly on the United Kingdom’s relations
with China and Hong Kong. He was a member of the British Embassy in Beijing and of the
British Trade Commission from 1982 to 1986; and served as Deputy Consul General in Hong
Kong from 1997 to 2000. He subsequently acted as the Head of China Department of the
United Kingdom Foreign and Commonwealth Office from 2000 to 2003, providing policy advice
on the United Kingdom’s relations with and strategy towards China and Hong Kong. Mr. Seaton
served as Her Majesty’s Consul General to Hong Kong and Macau from 2008 to 2012. He also
served in the British Embassy Dakar from 1979 to 1981 and as Her Majesty’s Consul General
in Chicago from 2003 to 2007.
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Mr. Seaton was educated at the University of Leeds, the United Kingdom, where he
obtained a Bachelor’'s Degree (first class honours) in Chinese Studies in July 1977. He
attended the Beijing Foreign Language Institute (now known as Beijing Language and Culture
University) as an exchange student from September 1975 to February 1976 and Peking
University as an exchange scholar from March 1976 to July 1976.

Mr. Richard Gareth Williams (E¥{5 % 4£), aged 69, was appointed as an Independent
Non-executive Director on 23 October 2017. He also serves as a member of our Audit
Committee.

Mr. Williams has over 40 years of experience in the areas of property valuation and estate
agency. He is the principal of Gareth Williams & Associates, which was established in January
2006 and is principally engaged in property valuation and estate agency, where he is primarily
responsible for specialist property valuation and acquisitions and disposal of investment
properties. He is also currently an independent non-executive director of IBI Group Holdings
Limited, a publicly listed company in Hong Kong (stock code: 1547) which is principally
engaged in the provision of renovation services as a main contractor for property projects in
the private sector in Hong Kong and Macau.

Mr. Williams was a property investment director of Wheelock Properties (Hong Kong)
Limited, a subsidiary of Wheelock, which is principally engaged in providing property services
in Hong Kong, from October 2004 to July 2006 where he was responsible for overseeing the
property services business, and he had been its independent non-executive director until
November 2017. From June 2002 to September 2004, he worked as the chief executive of the
Hong Kong office of Knight Frank Asia Pacific Pte. Ltd., which is principally engaged in
providing property related services, where he was responsible for its overall management.
From May 1979 to June 2002, Mr. Williams worked for Vigers Hong Kong Limited, which is
principally engaged in valuation, property consultancy and estate agency, with his last position
as the chairman and chief executive officer, where he was primarily responsible for provision
of property valuation and estate agency services. From May 1976 to April 1979, Mr. Williams
served as rating and valuation surveyor at the Rating and Valuation Department of the Hong
Kong government.

Mr. Williams has been certified as a fellow of the Royal Institution of Chartered Surveyors
in the United Kingdom and as a fellow of the Hong Kong Institute of Surveyors since June 1984
and December 1984 respectively. He was admitted as a member of the Chartered Institute of
Arbitrators and a practising member of The Academy of Experts, both based in the United
Kingdom, in December 1999 and April 2009 respectively. Mr. Williams has also been registered
as a Registered Professional Surveyor (General Practice) with the Surveyors Registration
Board in Hong Kong since 1 January 1993.
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Professor Yeoh Eng Kiong (#&XK®E#&R), GBS, JP, FHKAM, FHKCCM, FHKCP,
FRACMA, FRACP, aged 71, was appointed as an Independent Non-executive Director on 23
October 2017. He also serves as a member of each of our Audit Committee and Nomination
Committee. Professor Yeoh has been an independent non-executive director of Wharf from
July 2014 and has tendered his resignation as an independent non-executive director of Wharf
which will take effect upon Listing. His research is in health systems, services and policy with
an interest in applying systems thinking in studying how the complex components of health
systems interact and interrelate to improve health.

Professor Yeoh obtained bachelor’s degrees in medicine and surgery from The University
of Hong Kong in October 1971. He is a Professor of Public Health, a director at the Jockey Club
School of Public Health and Primary Care of The Chinese University of Hong Kong and also
Head of Division of Health System, Policy and Management at the Jockey Club School of
Public Health and Primary Care.

Professor Yeoh served as Secretary for Health, Welfare and Food of the Hong Kong
government between 1999 and 2004. He was the director of operations from 1990 to 1993 and
chief executive from 1994 to 1999 of the Hong Kong Hospital Authority with responsibility for
the management and transformation of the public hospital system.

Professor Yeoh is a member of the Research Council of the Food and Health Bureau and
a co-chairperson of Grant Review Board Executive of the Health and Medical Research Fund,
Food and Health Bureau of the Hong Kong government. Professor Yeoh was appointed a
Justice of the Peace (non-official) in 1995. In 2005, he was awarded the Gold Bauhinia Star
Medal by the Hong Kong government in recognition of his public service.

Save as disclosed in “— Our Directors” above and “Appendix VIl — General Information”,
each Director had not held any other directorships in listed companies during the three years
immediately prior to the Latest Practicable Date and each Director has no relationship with any
other Directors, members of our senior management, our substantial shareholders and our
controlling shareholders. To the best of the knowledge, information and belief of our Directors
having made all reasonable enquiries, there is no other matter that needs to be brought to the
attention of our Shareholders, and there is no other information relating to our Directors to be
disclosed pursuant to Rule 13.51(2) of the Listing Rules as at the Latest Practicable Date.
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SENIOR MANAGEMENT
Our Senior Management

Our senior management is responsible for the day-to-day management of our business.
The table below sets out certain information of our senior management:

Date of joining Roles and
Date of the Wharf Responsibilities
Name Age Position appointment Group in our Group
Ms. Lee Lai Yi (ZE#L 1) 54 Assistant Director and 1 January 2013 1 May 1991 Overseeing the retail
General Manager leasing of Harbour City
(Retail Leasing and
Business Development)
of HCEL
Ms. Leung Shuk Man 48 General Manager of 1 January 2013 11 January 1999 Managing Times Square,
Grace (iftffit +) Times Square Ltd and and Plaza Hollywood
Plaza Hollywood Ltd
Ms. Luk Ah Man Irene 45 Assistant General 1 January 2014 15 January 2009 Overseeing the human
(S & t) Manager (Personnel resources management and
and Administration) of service excellence
WEL development as well as the

provision of central
purchasing of our Group

Ms. Tam Kar Ying Karen 53 Assistant General 1 January 2012 8 February 1993 Overseeing strategic
(FH2 L) Manager (Promotions branding, marketing and
and Marketing) of HCEL promotion of Harbour City

and developing overseas
market for Hong Kong
shopping malls under our

Group
Mr. Lau Yiu Leung Michael 54 Assistant General 1 January 2011 10 February Overseeing the operation
(BIRE R4 Manager (Centre 2000 of the Harbour City
Management) of HCEL complex
Mr. Fung Chi Ho 46 Assistant General 1 January 2016 6 October 2014  Overall planning,
(FaEsei) Manager (Estates implementation and design
Project Management) of of new development and
HCEL premises improvement

projects of the properties
of our Group

Ms. Lee Lai Yi (ZBf& L L), aged 54, has been the Assistant Director and General
Manager (Retail Leasing and Business Development) of HCEL since January 2013. She is
primarily responsible for retail leasing and business development (retail) of Harbour City. She
joined the Wharf Group in 1991 and has extensive experience in property leasing. Ms. Lee
graduated from Western Washington University, the United States of America with a Bachelor’s
Degree in Arts (cum laude (first honour)) in June 1986.
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Ms. Leung Shuk Man Grace (RS & ), MRICS, MHKIS, RPS(GP), aged 48, has been
the General Manager of Times Square Limited and Plaza Hollywood Limited, both subsidiaries
of our Group, since January 2013. She is primarily responsible for supervising various teams
including the leasing, operations, promotions and advertising, tenant services, technical
services and retail business development departments. She joined the Wharf Group in 1999
and has extensive experience in the real estate industry. Ms. Leung graduated from the
University of East London, the United Kingdom in July 1995 with a Bachelor’s Degree in Land
Management, and obtained a Master’s Degree in Business Administration from Hong Kong
Polytechnic University in December 2005.

Ms. Luk Ah Man Irene (B X Z t), aged 45, has been the Assistant General Manager
(Personnel and Administration) of WEL since January 2014. She is primarily responsible for
spearheading human resources and work environment management, corporate sustainability
and the service excellence development as well as central purchasing of the investment
properties under our Group. She joined the Wharf Group in 2009 and has extensive experience
in human capital management. Prior to joining our Group, Ms. Luk held various human
resources roles at Airport Authority Hong Kong from 1997 to 2009. Ms. Luk obtained a Master’s
Degree in Business Administration from University of Strathclyde, United Kingdom in
November 2000.

Ms. Tam Kar Ying Karen (2% % Z *), aged 53, has been the Assistant General Manager
(Promotions and Marketing) of HCEL since January 2012. She is primarily responsible for the
strategic branding, marketing and promotion of Harbour City as well as developing overseas
market for Hong Kong shopping malls under the Wharf Group. She joined our Group in 1993
and has extensive experience in marketing and promotion. Ms. Tam graduated from the Hong
Kong Baptist College, now known as the Hong Kong Baptist University, in December 1986 with
an Honours Diploma in Communication. She is the vice chairman of the Hong Kong Advertisers
Association and the vice chairman of the Hong Kong Management Association Digital
Marketing Community.

Mr. Lau Yiu Leung Michael (2/#R 5%t4), aged 54, has been the Assistant General
Manager (Centre Management) of HCEL since January 2011. He is primarily responsible for
the operations of Harbour City, supervising cleaning, security, car park management,
landscape, repair and maintenance of common facilities including electrical and mechanical
engineering equipment, tenant services as well as cruise terminal operation. Mr. Lau joined the
Wharf Group in 2001 and has extensive experience in the property management industry. He
has been a Chartered Member of the Chartered Institute of Housing Asian Pacific Branch since
2010, a member of Yau Tsim Mong District Fight Crime Committee since 2015, and a member
of the Yau Tsim Mong South Area Committee between 2008 and 2014.

Mr. Fung Chi Ho (5 ¥ &% %), RA, HKIA, AP, aged 46, has been the Assistant General
Manager (Estates Project Management) of HCEL since January 2016. He is primarily
responsible for the overall planning, implementation and design of new development and
premises improvement projects of our properties. He joined the Wharf Group in 2014 and has
extensive experience in various property development projects in Hong Kong. Mr. Fung
graduated from the Chinese University of Hong Kong in December 1994 with a Bachelor’s
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Degree in Social Science, and obtained a Master’s Degree in Architecture from The Chinese
University of Hong Kong in December 1997. He has been a member of the Hong Kong Institute
of Architects and Registered Architect since 2000 and he has been registered in the Authorised
Persons (List of Architects) with the Buildings Department of Hong Kong since 2001.

COMPANY SECRETARY

Mr. Hui Chung Ying Kevin (F{f¥54%), FCCA, CPA, aged 60, was appointed as our
company secretary of our Company on 8 August 2017.

Mr. Hui joined the Wheelock Group and the Wharf Group in November 1986 and has
worked for the Wheelock Group and subsequently for the Wharf Group, gaining extensive
experience in financial management and reporting control, auditing, taxation and corporate
governance. He is currently the group financial controller of the Wharf Group and a director of
Wharf Limited and Modern Terminals Limited, which are both subsidiaries of Wharf. Mr. Hui
has been a non-executive director of HCDL since August 2015 and is also the company
secretary of Wharf, HCDL, and Joyce Boutique Holdings Limited.

Mr. Hui has been an accountant by profession since 1986. He has been a fellow of the
Association of Chartered Certified Accountants since November 1991, an associate of the
Hong Kong Institute of Certified Public Accountants since October 1986 and a council member
of The Taxation Institute of Hong Kong since December 2012.

BOARD COMMITTEES
Audit Committee

We have established the Audit Committee with written terms of reference in compliance
with Rule 3.21 of the Listing Rules and the Corporate Governance Code as set out in Appendix
14 to the Listing Rules. The Audit Committee comprises three members, namely Mr. Au Siu
Kee Alexander, Professor Yeoh Eng Kiong, GBS, JP, and Mr. Richard Gareth Williams, all of
whom are our Independent Non-executive Directors. Mr. Au Siu Kee Alexander is the chairman
of the Audit Committee and is the Independent Non-executive Director who possesses the
appropriate professional qualifications. The primary duties of the Audit Committee include,
among other things, considering issues relating to the appointment, re-appointment and
removal of the external auditor, reviewing our financial information, overseeing our financial
reporting system, risk management and internal control systems.

Remuneration Committee

We have established the Remuneration Committee with written terms of reference in
compliance with Rule 3.25 of the Listing Rules and the Corporate Governance Code as set out
in Appendix 14 to the Listing Rules. The Remuneration Committee comprises three members,
namely Mr. Ng Tin Hoi Stephen, Mr. Au Siu Kee Alexander and Mr. Andrew James Seaton. Mr.
Au Siu Kee Alexander was appointed as the chairman of the Remuneration Committee. The
primary duties of the Remuneration Committee include, among other things, making
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recommendations to the Board on our policy and structure for all Directors’ and senior
management’s remuneration, the establishment of a formal and transparent procedure for
developing remuneration policy and the remuneration packages of our Directors and senior
management.

Nomination Committee

We have established the Nomination Committee with written terms of reference in
compliance with the Corporate Governance Code as set out in Appendix 14 to the Listing
Rules. The Nomination Committee comprises three members, namely, Mr. Ng Tin Hoi Stephen,
Mr. Au Siu Kee Alexander and Professor Yeoh Eng Kiong, GBS, JP. Mr. Ng Tin Hoi Stephen
has been appointed as the chairman of the Nomination Committee. The primary duties of the
Nomination Committee include, among other things, making recommendations on any
proposed changes to the Board to complement our corporate strategy.

REMUNERATION OF DIRECTORS AND THE FIVE HIGHEST PAID INDIVIDUALS

Our Directors and senior management receive remuneration from our Group in the form
of salaries, contributions to pension schemes, discretionary bonuses, housing and other
allowances and other benefits in kind.

The aggregate amounts of remuneration (including fees, salaries, contributions to
pension schemes, discretionary bonuses, housing and other allowances and other benefits in
kind) paid to our Directors for FY2014, FY2015, FY2016 and 1H2017 were HK$21.9 million,
HK$21.0 million, HK$19.6 million and HK$11.0 million, respectively. None of our Directors had
waived any remuneration during the same periods.

During the Track Record Period, two of the five highest paid individuals were our
Directors. The aggregate amounts of remuneration (including fees, salaries, contributions to
pension schemes, discretionary bonuses, housing and other allowances and other benefits in
kind) paid to our remaining three highest paid individuals, for FY2014, FY2015, FY2016 and
1H2017 were HK$7.5 million, HK$8.8 million, HK$9.1 million and HK$5.2 million, respectively.

No payment was made by us to our Directors or the five highest paid individuals as an
inducement to join or upon joining us or as a compensation for loss of office in respect of the
Track Record Period.

Save as disclosed above, no other payments have been made or are payable in respect
of the Track Record Period by any of member of our Group to any of our Directors.

Under the arrangements currently in force, we estimate the aggregate remuneration,
excluding discretionary bonus, of our Directors for FY2017 to be approximately HK$11.0
million.
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See “Appendix VII — General Information — Further Information About Our Directors —
10. Directors’ Service Contracts and Letters of Appointment” for further information.

COMPLIANCE ADVISER

We have appointed Somerley Capital Limited as our compliance adviser in compliance
with Rule 3A.19 of the Listing Rules. Pursuant to Rule 3A.23 of the Listing Rules, we will
consult with, and if necessary, seek advice from, our compliance adviser on a timely basis in
the following circumstances:

(a)

(b)

before the publication of any regulatory announcement, circular or financial report;

where a transaction, which might be a notifiable or connected transaction, is
contemplated including share issues and share repurchases;

where our business activities, developments or results deviate from any forecast,
estimate, or other information in this listing document; and

where the Stock Exchange makes an inquiry of our Company regarding unusual
movements in the price or trading volume of our Shares, the possible development
of a false market in our Shares or any other matters.

The term of the appointment shall commence on the Listing Date and end on the date on
which our Company distributes its annual report in respect of its financial results for the first
full financial year commencing after the Listing Date.
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SHARE CAPITAL OF OUR COMPANY

The authorised and issued share capital of our Company is as follows:

Aggregate
nominal value
HK$
Authorised share capital:
5,000,000,000 Shares as at the date of this listing document 500,000,000
Shares issued or to be issued, fully paid or credited as fully paid:

2 Shares in issue as at the date of this listing document 0.2
3,086,227,327 Shares to be issued pursuant to the Distribution 303,622,732.7
Shares to be surrendered for cancellation

2 Shares to be surrendered for cancellation 0.2

Assumptions

The above table assumes that (a) the Listing becomes unconditional and (b) the total
number of Wharf Shares in issue remains unchanged from the Latest Practicable Date to the
Distribution Record Date, and takes no account of any Shares which may be allotted and
issued or repurchased by our Company pursuant to the Issue Mandate and the Repurchase
Mandate.

RANKING

Our Shares are ordinary shares in the share capital of our Company and will rank equally
in all respects with each other, and will qualify for all dividends, income and other distributions
declared, made or paid and any other rights and benefits attaching or accruing to our Shares
following completion of the Spin-off.

GENERAL MANDATE TO ISSUE SHARES

Subject to the Listing becoming unconditional, our Directors have been granted a general
mandate to allot and issue Shares, details of which are set out in “Appendix VIl — General
Information — Further Information About Our Group — 3. Written Resolutions of our Sole
Shareholder passed on 24 October 2017”.

GENERAL MANDATE TO REPURCHASE SHARES

Subject to the Listing becoming unconditional, our Directors have been granted a general
mandate to repurchase Shares, details of which are set out in “Appendix VIl — General
Information — Further Information About Our Group — 3. Written Resolutions of our Sole
Shareholder passed on 24 October 2017” and “Appendix VIl — General Information — Further
Information About Our Group — 5. Repurchase of Shares”.
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So far as is known to any Director or chief executive of our Company as at the Latest
Practicable Date, and assuming that the total number of Wharf Shares in issue remains
unchanged from the Latest Practicable Date to the Distribution Record Date, immediately
following completion of the Spin-off, the following persons will have an interest or a short
position in our Shares and the underlying Shares which would fall to be disclosed to our
Company and the Stock Exchange under the provisions of Divisions 2 and 3 of Part XV of the
SFO, or be, directly or indirectly, interested in 5% or more of the nominal value of any class
of share capital carrying rights to vote in all circumstances at general meetings of our
Company, once our Shares are listed on the Stock Exchange:

Number of Approximate

Shares held or shareholding

Name Capacity/nature of interest interested" percentage
(i)  WF Investment . Beneficial interest 1,365,314,536(L) 44.97%
(i) Lynchpin ...... Beneficial interest 253,779,072(L) 8.36%
(iii) High Fame. .. .. Beneficial interest 250,863,000(L) 8.26%

(iv) Wheelock

Investments . Interest of a controlled corporation®  1,869,956,608(L) 61.59%
(v) Wheelock. . .... Interest of a controlled corporation®  1,869,956,608(L) 61.59%

(vi) HSBC Trustee
(C.1.) Limited . Interest of a controlled corporation®  1,869,956,608(L) 61.59%

Notes:
(1)  The letter “L” denotes a long position in our Shares.
(2)  The shareholdings stated against parties (iv), (v) and (vi) represent the same block of Shares.

(8) Immediately following completion of the Spin-off and assuming that their respective shareholding in Wharf
remains unchanged on the Distribution Record Date, WF Investment, Lynchpin and High Fame will hold
1,365,314,536 Shares, 253,779,072 Shares and 250,863,000 Shares, respectively. Each of WF Investment,
Lynchpin and High Fame is wholly-owned by Wheelock Investments, which in turn is wholly-owned by Wheelock.
Wheelock in turn is owned as to 48.75% by HSBC Trustee (C.l.) Limited. By virtue of the SFO, each of Wheelock
Investments, Wheelock and HSBC Trustee (C.I.) Limited is deemed to be interested in our Shares held by WF
Investment, Lynchpin and High Fame.
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OVERVIEW

As at the Latest Practicable Date, (a) Wheelock, was interested (through its wholly-owned
subsidiaries, Wheelock Investments, High Fame, WF Investment and Lynchpin) in
approximately 61.59% of the Wharf Shares in issue and (b) our Company was a direct
wholly-owned subsidiary of Wharf and an indirect subsidiary of Wheelock.

Immediately following completion of the Spin-off, (a) our Company will cease to be a
subsidiary of Wharf but will remain as a subsidiary of Wheelock, which will have an interest
(through its wholly-owned subsidiaries, Wheelock Investments, High Fame, WF Investment
and Lynchpin) in approximately 61.59% of the issued Shares in our Company and (b)
Wheelock, Wheelock Investments, High Fame, WF Investment and Lynchpin will be our
Controlling Shareholders of our Company. See “History and Corporate Structure” for the
simplified corporate structure of our Group.

BACKGROUND OF OUR CONTROLLING SHAREHOLDERS
The Wheelock Group

Wheelock is incorporated in Hong Kong with limited liability, and its shares are listed on
the Main Board of the Stock Exchange. The Wheelock Group includes certain Hong Kong listed
subsidiaries, including Wharf and HCDL. The market capitalisation and the consolidated net
assets attributable to shareholders of Wheelock as at 31 December 2016 were HK$88,815
million and HK$215,365 million, respectively. The consolidated revenue and net profits
attributable to shareholders of Wheelock for FY2016 were HK$60,579 million and HK$16,294
million, respectively.

Wheelock also holds approximately 76% of the issued shares of Wheelock Properties
(Singapore) Limited, a company incorporated in Singapore, whose shares are listed on the
Singapore Exchange Securities Trading Limited and whose principal business is property
investment and development in Singapore.

Immediately following completion of the Spin-off and assuming that their respective
shareholding in Wharf remains unchanged on the Distribution Record Date, WF Investment,
Lynchpin and High Fame will hold 44.97%, 8.36% and 8.26%, respectively, of our Company.
Each of WF Investment, Lynchpin and High Fame is wholly-owned by Wheelock Investments,
which is wholly-owned by Wheelock.

The Wharf Group

Wharf is incorporated in Hong Kong with limited liability, and its shares are listed on the
Main Board of the Stock Exchange. The Wharf Group includes HCDL, whose shares are listed
on the Main Board of the Stock Exchange. The market capitalisation and consolidated net
assets attributable to shareholders of Wharf as at 31 December 2016 were HK$156,306 million
and HK$316,794 million, respectively.
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The consolidated revenue and net profits attributable to equity shareholders of Wharf for
FY2016 were HK$46,627 million and HK$21,440 million, respectively. As at the Latest
Practicable Date, approximately 61.59% of Wharf was held by Wheelock through its
wholly-owned subsidiaries.

INDEPENDENCE OF OUR GROUP FROM THE REMAINING WHARF GROUP AND THE
EX-WHARF WHEELOCK GROUP

Our Directors are of the view that we are capable of carrying on our business
independently of the Remaining Wharf Group and the Ex-Wharf Wheelock Group following
completion of the Spin-off on the basis set out below:

(a) Clear Delineation of Business

There is a clear and distinct business focus of each of our Group, the Remaining Wharf
Group and the Ex-Wharf Wheelock Group as set out below.

Our Group

Upon completion of the Spin-off, our Group (including the HCDL Group) will be principally
engaged in property investment in Hong Kong, holding strategic and substantial commercial
investment properties in Hong Kong.

We have an insignificant interest in certain non-core PRC property interests, which are
held by the HCDL Group. As at 30 June 2017, such interests represented approximately 3%
of our total assets (excluding cash, certain financial investments, deferred tax assets and
other derivative financial assets). As explained in “Business — Our Property Portfolio”, (i) in
respect of the investment properties in the PRC, we have been informed by the HCDL Group
that it currently intends to divest its interests in such properties if appropriate offers with
acceptable commercial terms from third parties are received and (ii) in respect of properties
held for sale in the PRC, the HCDL Group intends to sell all such properties when they are
completed. We do not intend to further engage in property development in the PRC and also
do not have any current intention to engage in property development in Hong Kong as our
principal business.

The Remaining Wharf Group

Upon completion of the Spin-off, the Remaining Wharf Group will be principally engaged
in property investment and development in the PRC as well as its logistics business in Hong
Kong and the PRC.

The Remaining Wharf Group holds certain investment properties in Hong Kong primarily
comprising residential properties and commercial properties which are under development or
held for development and which are not located in the vicinity of our investment properties. The
Remaining Wharf Group holds residential investment properties in Hong Kong which mainly
comprise a portfolio of properties at the Peak, Hong Kong (the “Peak Portfolio”), namely 1
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Plantation Road, 77 Peak Road, Mountain Court, Chelsea Court and Strawberry Hill. The
Remaining Wharf Group also holds other investment properties in Hong Kong which mainly
comprise (i) one commercial building, namely, 8 Bay East at Kwun Tong (under
development)™°™); and (ii) Kowloon Godown in Kowloon Bay, for which the redevelopment
plan into a residential and commercial development has been approved. Such investment
properties had an asset value of HK$19,357 million, representing approximately 9% and 7%
of the total assets of the Remaining Wharf Group and our Group, respectively, as at 31
December 2016. The Peak Portfolio comprises residential premises, and other investment
properties held by the Remaining Wharf Group are located outside of Central, Tsim Sha Tsui
and Causeway Bay where our properties in Hong Kong are located. Accordingly, the
Remaining Wharf Group does not hold, nor does it currently intend to hold, any strategic or
substantial commercial investment properties in Hong Kong that would compete with our
properties.

Notwithstanding that the Remaining Wharf Group will continue to hold certain investment
properties in Hong Kong, our Directors are of the view that there will be a clear delineation of
our business and the business of the Remaining Wharf Group because of the different use and
locations of the Remaining Wharf Group’s investment properties in Hong Kong and that most
of the Remaining Wharf Group’s investment properties are under development or held for
development.

The Ex-Wharf Wheelock Group

Upon completion of the Spin-off, the Ex-Wharf Wheelock Group will principally be
engaged in property development in Hong Kong and, through Wheelock Singapore, property
investment and development in Singapore. The Ex-Wharf Wheelock Group does not have any
current intention to invest in investment properties in Hong Kong and the properties which it
develops in Hong Kong are principally for sale.

As part of the Ex-Wharf Wheelock Group’s Hong Kong property development business,
while substantially all of the properties developed are intended for sale, the Ex-Wharf
Wheelock Group may, however, initially retain some commercial premises (generally
comprising shops or retail malls of much smaller scale targeting a different market to that of
our Group, that are ancillary to the development project, which typically are residential
buildings) pending sale at an appropriate price. Notwithstanding the foregoing, our Directors
are of the view that there will be a clear delineation of our business and the business of the
Ex-Wharf Wheelock Group because the commercial premises which may be retained by the
Ex-Wharf Wheelock Group for a transitory period pending sale are of a different nature,
purpose and size to those of our Group.

Note: The Remaining Wharf Group has entered into a sale and purchase agreement to dispose of 8 Bay East, and
the completion is expected to take place on or before 29 December 2017.
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Save as disclosed above, neither our Controlling Shareholders nor our Directors are
interested in any business apart from our business which competes or is likely to compete,
directly or indirectly, with our business.

(b) Independence of Directors and Management

Upon completion of the Spin-off,

certain of our Directors will

continue to hold

directorships and roles in the Remaining Wharf Group and the Ex-Wharf Wheelock Group as

set out below:

Mr. Ng Tin Hoi Stephen

Ms. Lee Yuk Fong
Doreen

Ms. Leng Yen Thean
Mr. Leung Kai Hang

Mr. Au Siu Kee

Alexander. . ... ..

Professor Yeoh Eng

Kiong, GBS, JP . . ..

Notes:

Our Company

Our Group
(excluding our
Company)

The Remaining
Wharf Group

The Ex-Wharf
Wheelock Group

Chairman,
Executive Director
and

Managing Director

Executive Director

and Vice Chairman

. Executive Director

. Executive Director

Independent
Non-executive
Director

Independent
Non-executive
Director

Director and
chairman of HCDL

None

None

None

None

None

e Chairman and
managing director
of Wharf

e Chairman of
Modern Terminals
Limited

e Executive director
of Wharf

e Chairman and
senior managing
director of Wharf
China Estates
Limited

None™
Group treasurer

None®

None®

e Deputy chairman
of Wheelock

e Chairman of
Wheelock
Singapore

None

None
Group treasurer

None

None

(1)  Ms. Leng Yen Thean has tendered her resignation as an executive director of Wharf which will take effect upon

Listing.

(2) Mr. Au Siu Kee Alexander and Professor Yeoh Eng Kiong, GBS, JP, have tendered their resignations as
independent non-executive directors of Wharf which will take effect upon Listing.
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Our Group
(excluding our The Remaining The Ex-Wharf
Our Company Company) Wharf Group Wheelock Group
Mr. Richard Gareth Independent None None None®
Williams . . .. .. ... Non-executive
Director
Mr. Andrew James Independent None None None
Seaton. ......... Non-executive
Director
Mr. Hui Chung Ying Company secretary  Non-executive e Group financial None
Kevin . ......... director and controller of the
company secretary Wharf Group
of HCDL e Director of Wharf
Limited and
Modern Terminals
Limited
e Company
secretary of Wharf
Dr. Chow Ming Kuen None Independent None None
Joseph, OBE, JP . .. Non-executive
director of HCDL
Hon Leung Kwan Yuen None Independent None None
Andrew, GBS, JP . . . Non-executive
director of HCDL
Mr. Sze Tsai Ping None Independent None None
Michael ... ... ... Non-executive
director of HCDL
Mr. Tang See King None Independent None None
Brian . ... ... .... Non-executive
director of HCDL
Hon Yick Chi Ming None e Non-executive e Director of Wharf  None
Frankie, JP . ... .. director of HCDL Limited and
e Director of The Modern Terminals
“Star” Ferry Limited
Company, Limited
Note:

(8) Mr. Richard Gareth Williams had tendered his resignation as an independent non-executive director of
Wheelock Properties (Hong Kong) Limited which has taken effect on the date of this Listing document.

— 216 —



RELATIONSHIP WITH OUR CONTROLLING SHAREHOLDERS

Our Directors are of the view that our Group will be able to operate independently of the
Remaining Wharf Group and the Ex-Wharf Wheelock Group following completion of the
Spin-off for the following reasons:

(iif)

(V)

(vi)

(vii)

our Board will comprise eight Directors, five of whom (including one Executive
Director) will have no ongoing roles with, and are therefore independent from, the
Remaining Wharf Group and the Ex-Wharf Wheelock Group;

all four Independent Non-executive Directors do not, and will not, have any ongoing
role with the Remaining Wharf Group and the Ex-Wharf Wheelock Group and
accordingly, the Independent Non-executive Directors can exercise independent
judgment free from any conflict of interest;

with four Independent Non-executive Directors out of a total of eight Directors on our
Board, there is a strong element on our Board which can provide independent
oversight over the Board’s decision-making in any situations involving a conflict of
interest and thereby protect the interests of our independent Shareholders;

save for Ms. Luk Ah Man lIrene, our assistant general manager (personnel and
administration) who also oversees personnel and administration matters relating to
the Remaining Wharf Group’s estate business in the PRC as well as the provision of
central purchasing services to the Remaining Wharf Group, all members of our
senior management are our full-time employees and have, during the entire or
substantially the entire Track Record Period, assumed senior management
supervisory responsibilities in our business. The responsibilities of our senior
management team include managing and supervising our operational and financial
matters, making general capital expenditure decisions and managing the
implementation of our business strategies. Their management and supervisory
functions will ensure that our management and daily operations are independent of
the Remaining Wharf Group and the Ex-Wharf Wheelock Group;

each of our Directors is aware of his/her fiduciary duties as a Director, which require,
among other things, that he/she acts for the benefit and in the best interest of our
Shareholders as a whole and does not allow any conflict between his/her duties as
a Director and his/her personal interests to affect the performance of his/her duties
as a Director;

continuing connected transactions between our Group (on the one hand) and the
Remaining Wharf Group or the Ex-Wharf Wheelock Group (on the other hand) have
been identified and the parties will comply with the applicable requirements of the
Listing Rules governing continuing connected transactions. For details of these
continuing connected transactions, see “Connected Transactions”; and

we have adopted a number of corporate governance measures in order to manage
any potential conflict of interests which may arise between our Group (on the one
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hand) and the Remaining Wharf Group or the Ex-Wharf Wheelock Group (on the
other hand) as a result of overlapping directors as well as to safeguard the interests
of our independent Shareholders, the details of which are set out in “Corporate
Governance Measures” below.

(c) Independence of Administrative Capability

Upon completion of the Spin-off, certain administrative services including corporate
secretarial services, corporate communications, investor and public relations, personnel and
administration, information technology, accounting (apart from essential accounting functions
such as tenancy billing and account receivables management will be performed by our Group
independently), finance and treasury and internal audit will be shared between our Group and
the Remaining Wharf Group on a cost basis pursuant to an administrative services agreement.
Our Directors are of the view that as both our Group and the Remaining Wharf Group will be
part of the Wheelock Group, the sharing of administrative support services between our Group
and the Remaining Wharf Group would serve to align the implementation of the corporate
policy of our Group with that of the Wheelock Group in a cost efficient manner. For details, see
“Connected Transactions”. Our Directors do not consider these arrangements to affect the
independence of the management of the business of our Group given that such arrangements
involve the provision of support functions only.

Accordingly, our Directors are of the view that we will be administratively independent of
the Remaining Wharf Group and the Ex-Wharf Wheelock Group upon completion of the
Spin-off.

(d) Financial Independence

In connection with the Reorganisation, the Inter-Group Balances owed by our Group to
the Remaining Wharf Group will be settled on completion of the Spin-off by way of the issue
of the Promissory Note to Wharf. The Promissory Note will be settled by (i) the payment of
cash funded by bank borrowings and (ii) the assumption by our Company or its subsidiaries of
the liabilities of Wharf or its subsidiaries under certain novated banking facilities within five
business days after completion of the Spin-off. See “Financial Information — Indebtedness —
Settlement of Inter-Group Balances” for further details.

Save for the above and balances arising from the connected transactions between our
Group and the Remaining Wharf Group or the Ex-Wharf Wheelock Group (as the case may be)
referred to in “Connected Transactions”, there will be no material loans or guarantees provided
by the Remaining Wharf Group or the Ex-Wharf Wheelock Group to or for our benefit following
Listing.

Accordingly, our Directors are of the view that we will be financially independent of the
Remaining Wharf Group and the Ex-Wharf Wheelock Group upon completion of the Spin-off.
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CORPORATE GOVERNANCE MEASURES

In order to manage any potential conflict of interests arising between our Group (on the
one hand) and the Remaining Wharf Group or the Ex-Wharf Wheelock Group (on the other
hand) as a result of overlapping directors as well as to safeguard the interests of our
independent Shareholders, we have adopted the following measures:

(i) any Director with an interest in the relevant matter involving a conflict or potential
conflict of interest relating to the Remaining Wharf Group or the Ex-Wharf Wheelock
Group (as the case may be) will abstain from voting in respect of that matter and will
not be counted in the quorum of the relevant Board meeting to consider that matter;

(i) under the Articles, a Director who to his/her knowledge is in any way, whether
directly or indirectly, interested in a contract or arrangement or proposed contract or
arrangement with our Company shall, if his/her interest in the contract or proposed
contract or arrangement is material, declare the nature of his/her interest at the
meeting of our Board at which the question of entering into the contract or
arrangement is first taken into consideration if he/she knows his/her interest then
exists, or in any other case, at the first meeting of our Board after he/she knows that
he/she is or has become so interested. Although the Articles do not require a Director
who is so interested not to attend any meeting of our Board, such Director is
prohibited from voting (and will not be counted in the quorum) in respect of any
Board resolution approving any contract or arrangement or proposed contract or
arrangement in which he/she or any of his/her associates is materially interested,
except in certain prescribed circumstances, details of which are set out in “Appendix
V — Summary of the Constitution of our Company and Cayman Companies Law”.
The provisions in the Articles ensure that matters involving a conflict of interest
which may arise from time to time will be managed in line with accepted corporate
governance practice with a view to ensuring that decisions are taken having regard
to the best interests of our Company and our Shareholders (including our
independent Shareholders) taken as a whole;

(iii) each Director is aware of his/her fiduciary duties as a Director, which require, among
other things, that he/she act for the benefit of our Company and the Shareholders as
a whole and not to allow any conflict of interests between his/her duties as a Director
and his/her personal interests; and

(iv) we have appointed Somerley Capital Limited as our compliance adviser upon
Listing, who will provide advice and guidance to us with respect to compliance with
the applicable laws and regulations, in particular the Listing Rules.
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CONNECTED TRANSACTIONS

A. OVERVIEW

Prior to the Listing Date, we have entered into certain transactions with parties who will,
upon the Listing, become connected persons of our Company. Following completion of the
Listing, there will also be continuing connected transactions of our Company under the Listing
Rules. Details of these transactions as well as the waiver granted by the Stock Exchange from
strict compliance with the relevant requirements in Chapter 14A of the Listing Rules are set out
below.

As Wheelock is a Controlling Shareholder of our Company and Wharf is a company
controlled by Wheelock, Wheelock, Wharf and their respective subsidiaries and associates
(other than our Group) are connected persons of our Company. Accordingly, the transactions
we have entered into or will enter into with the Ex-Wharf-REIC Wheelock Group, the Ex-Wharf
Wheelock Group and the Remaining Wharf Group (as the case may be) will constitute
connected transactions for our Group.

B. CONTINUING CONNECTED TRANSACTIONS SUBJECT TO THE REPORTING AND
ANNOUNCEMENT REQUIREMENTS OF THE LISTING RULES

1. Provision of Property Services by the Ex-Wharf-REIC Wheelock Group
(a) Description of the transactions

Property services (the “Property Services”) in respect of the investment properties of our
Group in Hong Kong and in the PRC, including, inter alia, Crawford House, our premises at
Wheelock House and Suzhou IFS, are provided to our Group by the Ex-Wharf-REIC Wheelock
Group from time to time. The Property Services include the following services:

(1) Property project management services — property project management services
in respect of property development, including feasibility study, design work,
construction and completion, for the relevant property(ies);

(2) Property sales and marketing services — services relating to sales and marketing
of the relevant property(ies);

(3) Property management services — services relating to property management of the
relevant property(ies) including technical services and lease administration; and

(4) Any other property-related services — any other property-related services in
respect of the properties and/or property project in Hong Kong and/or the PRC.

On 8 November 2017, our Company entered into a framework property services
agreement (the “Master Property Services Agreement”) with Wheelock to set out the
framework terms governing the provision of Property Services in respect of our investment
properties by the Ex-Wharf-REIC Wheelock Group to our Group (including HCDL Group) from
time to time.
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The term of the Master Property Services Agreement is from the Listing Date to 31
December 2019 unless terminated earlier. The Master Property Services Agreement (i) may be
terminated by either party giving not less than two months’ prior written notice to the other
party; (ii) will be automatically terminated upon Wheelock ceasing to be a connected person
of our Company; (iii) may be terminated if either party fails to rectify any breach of provisions
of the Master Property Services Agreement which can be rectified within 28 days; (iv) may be
terminated by either party if the other party commits a material breach of non-rectifiable
provisions of the Master Property Services Agreement or (v) may be terminated by either party
immediately without notice in case the other party has become subject to any liquidation or
insolvency.

The terms and conditions of the Master Property Services Agreement will also apply to the
existing property services agreements which have been entered into between members of our
Group and members of the Ex-Wharf-REIC Wheelock Group, including without limitation to the
master property services agreement between HCDL and Wharf dated 11 November 2016. At
any time during the term of the Master Property Services Agreement, our Group member(s)
may from time to time enter into individual services agreement(s) with Ex-Wharf-REIC
Wheelock Group member(s) on agreed terms provided that the following conditions are met:

(1) each individual services agreement is entered into in the ordinary and usual course
of business of our Company;

(2) the term of each individual services agreement must be fixed and not exceed three
years;

(3) the remuneration payable under each individual services agreement will on each
occasion be negotiated and determined on an arm’s length basis to ensure that the
relevant pricing term is fair and reasonable in accordance with prevailing market
conditions and on normal commercial terms;

(4) the terms and conditions under each individual services agreement must be no less
favourable to our relevant Group member(s) when compared with similar services
available from independent third parties; and

(5) the aggregate annual amounts of the remuneration for any one year during the term
of the Master Property Services Agreement payable under any and all individual
services agreements (if any) subsisting at any time must not exceed the relevant
annual cap amount.

(b) Pricing policy

In accordance with our procurement policy and procedures, the terms and conditions of
each individual services agreement under the Master Property Services Agreement including,
inter alia, remuneration and payment terms and termination provisions will be determined
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through a tendering/quotation procedure or commercial negotiations (where applicable) on an
arm’s length basis by reference to terms available to or from other third parties for similar
services in the market and the fee scales and payment terms for the existing Property Services
under the Master Property Services Agreement which are set out below:

(c)

(1)

Project management services — a project management fee comprising (i) a fee of
2% to 3% on total construction costs for relevant property development, payable by
stage payments in cash in arrears once every three months; and (ii) a fee of 10% on
project costs for relevant renovation works, payable in full upon completion;

Property sales and marketing services — a sales and marketing fee of 0.5% on
actual sale value of any unit of the relevant property, payable by stage payments in
cash in arrears once every three months;

Property management services — a property management fee of 3% of gross
rents, payable on a monthly basis;

Building administration and management services — a building administration
fee which comprises of a fixed administration fee of a fixed percentage of monthly
operating expense actually incurred and/or additional manager fee of one-twelfth of
10% of the budgeted annual operating expenses relating to the particular investment
property; and

Work supervision services — a work supervision fee of a fixed percentage or on
the basis of a sliding scale from 0% to 7% (as the case maybe) of the relevant
contract sum of the work.

Historical transaction amounts

The aggregate fees paid by us to the Ex-Wharf-REIC Wheelock Group for the Property
Services for FY2014, FY2015, FY2016, 1H2017 and the three months ended 30 September
2017 were as follows:

1 July 2017 to
FY2014 FY2015 FY2016 1H2017 30 September 2017

(unaudited)
(HK$ million)

Amounts paid by our

Group

.............. 116.1 68.0 58.2 24.8 5.1
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(d) Annual caps for future transactions

In accordance with Rule 14A.53 of the Listing Rules, we have set annual caps for the
maximum aggregate amounts payable under the Master Property Services Agreement, for
FY2017, FY2018 and FY2019 as follows:

FY2017Note) FY2018 FY2019
(HK$ million)
Amounts payable by our Group . ............ ... ..., 20 162 53

Note: The annual cap for the two months ending 31 December 2017.

Such annual cap amounts have been determined on the basis of and by reference to, inter
alia, (a) the expected aggregate construction costs, sale values and gross rents etc. of the
relevant properties and/or property projects to be incurred/received by our Group (including by
the HCDL Group); (b) the possible change of property market conditions during the term of the
Master Property Services Agreement; (c) the possible entering into of further individual
services agreement(s) during the term of the Master Property Services Agreement; and (d)
taking into account a suitable and adequate buffer on the estimated aggregate expenses
payable by us as prudent contingency in case of events such as adjustments to business
plans, cost overruns and inflation. In addition, HCDL Group has no current intention to further
develop any development properties in the PRC.

The annual cap for FY2017 (i.e. the expected two-month cap for the two months ending
31 December 2017) is calculated based on the above mentioned factors and (i) the fees paid
by our Group for the Property Services provided for 1TH2017; and (ii) the expected fees payable
for the second half of 2017 and the two months ending 31 December 2017.

The significant increase in the annual cap for FY2018 is due to the expected project
management fees to be paid by us to the Ex-Wharf-REIC Wheelock Group upon the completion
of Suzhou IFS which is expected to be in 2018.

In the event that for any particular year during the term of the Master Property Services
Agreement the aggregate amounts of remuneration payable by us under all individual services
agreements would exceed the relevant annual cap amount, Wheelock and our Company will
take appropriate action to comply with the relevant requirements under the Listing Rules
regarding the payment of any and all amounts in excess of the relevant annual cap amount by
our Group to the Ex-Wharf-REIC Wheelock Group.

(e) Reasons for, and benefits of the Master Property Services Agreement
The engagement of member(s) of the Ex-Wharf-REIC Wheelock Group to provide
Property Services from time to time would enable our Group to benefit from the brand,

experience and resources of the Ex-Wharf-REIC Wheelock Group in property businesses in
the relevant markets. Further individual agreements for the provision of the Property Services
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by the member(s) of the Ex-Wharf-REIC Wheelock Group in respect of certain investment
properties of our Group may be negotiated or contemplated. In order to regulate, inter alia, the
relevant transactions contemplated under various individual services agreements, and for the
purpose of administrative convenience, the Master Property Services Agreement, under which
the annual cap amounts are agreed, offers flexibility for the entering into of further individual
services agreement(s), if any, and/or renewal of various individual services agreements, which
is considered beneficial to our Group.

(f) Listing Rules implications

Since one or more of the applicable percentage ratios set out in Rule 14.07 of the Listing
Rules in respect of the abovementioned transactions is/are greater than 0.1% while all such
ratios are below 5%, the transactions are subject to the announcement, annual reporting and
annual review requirements but exempt from the circular and independent shareholders’
approval requirements under Chapter 14A of the Listing Rules.

2. Provision of Hotel Management Services by the Remaining Wharf Group

(a) Description of the transactions

Marco Polo Hongkong Hotel and Marco Polo Changzhou Hotel are currently held and
operated and The Murray and Niccolo Suzhou in Suzhou IFS will be held and operated by
HCDL Group and the Prince Hotel and the Gateway Hotel are held and operated by the other
subsidiaries of our Company (collectively, the “Hotels”).

On 8 November 2017, our Company entered into a master hotel management services
agreement (the “Master Hotel Services Agreement”) with Wharf to set out the framework
terms governing the provision of hotel management services (comprising services related to
the management, marketing and technical services and/or any other services relating to the
development and/or operation of the Hotels and/or serviced apartment property(ies)) (the
“Hotel Management Services”) in respect of our Hotels by the Remaining Wharf Group to our
Group (including the HCDL Group) from time to time.

The term of the Master Hotel Services Agreement is from the Listing Date to 31 December
2019 unless terminated earlier. The Master Hotel Services Agreement (i) may be terminated by
either party giving not less than two months’ prior written notice to the other party; (ii) will be
automatically terminated upon Wharf ceasing to be a connected person of our Company and
our Company ceasing to be a connected person of Wharf; (iii) may be terminated if either party
fails to rectify any breach of provisions of the Master Hotel Services Agreement which can be
rectified within 28 days; (iv) may be terminated by either party if the other party commits a
material breach of non-rectifiable provisions of the Master Hotel Services Agreement or (v)
may be terminated by either party immediately without notice in case the other party has
become subject to any liquidation or insolvency.
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The terms and conditions of the Master Hotel Services Agreement will also apply to the
existing hotel services agreements which have been entered into between members of our
Group and members of the Remaining Wharf Group, including without limitation to the master
hotel services agreement between HCDL and Wharf dated 10 November 2014.

At any time during the term of the Master Hotel Services Agreement, our Group
member(s) may from time to time enter into individual services agreement(s) with Remaining
Wharf Group member(s) on agreed terms provided that the following conditions are met:

(1) each individual services agreement is entered into in the ordinary and usual course
of business of our Company;

(2) the term of each individual services agreement must be fixed and not exceed three
years;

(3) the remuneration payable under each individual services agreement will on each
occasion be negotiated and determined on an arm’s length basis to ensure that the
relevant pricing term is fair and reasonable in accordance with prevailing market
conditions and on normal commercial terms;

(4) the terms and conditions under each individual services agreement must be from our
perspective, no less favourable to our relevant Group member(s) when compared
with similar services available from independent third parties, and from Wharf’s
perspective, no less favourable to the relevant Remaining Wharf Group Member(s)
when compared with similar services provided to independent third parties; and

(5) the aggregate annual amounts of the remuneration for any one year during the term
of the Master Hotel Services Agreement payable under any and all individual
services agreements (if any) subsisting at any time must not exceed the relevant
annual cap amount.

(b) Pricing policy

In accordance with the procurement policy and procedures of our Group, the terms and
conditions of each individual services agreement under the Master Hotel Services Agreement
including, inter alia, remuneration and payment terms and termination provisions will be
determined on the basis of commercial negotiations and (where applicable or appropriate)
through a tendering/quotation procedure on an arm’s length basis by reference to terms
available to or from other third parties for similar services in the market as well as the fee
scales and payment terms for the provision of the existing Hotel Management Services under
the Master Hotel Services Agreement which are set out below:

(1) Hotel management services — a hotel management fee which comprises a basic
fee of 2% of the relevant hotel’s gross revenue and an incentive fee calculated on
the basis of a sliding scale from 0% to 9.5% or 10% (as the case may be) of the
relevant hotel’s gross operating profit, subject to the annual profit margin reaching
certain agreed levels of intervals between 0% to 45% or above, payable once every
month in arrear;
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(2) Marketing services — a marketing fee of 1.5% of the relevant hotel’s gross revenue
or gross rooms revenue (as the case may be) payable once every month in arrear;

(3) Technical services — a fixed fee set with reference to the number of hotel rooms;
and

(4) Other services relating to the development and/or operations of the hotel — a
fixed percentage of the costs and expenses actually incurred.

(c) Historical transaction amounts
The aggregate fees paid by our Group to the Remaining Wharf Group for the Hotel
Management Services for FY2014, FY2015, FY2016, 1H2017 and the three months ended 30

September 2017 were as follows:

1 July 2017 to
FY2014 FY2015 FY2016 1H2017 30 September 2017

(unaudited)

(HK$ million)

Amounts paid by our
Group .............. 100.4 84.8 79.3 33.8 17.1

(d) Annual caps for future transactions

In accordance with Rule 14A.53 of the Listing Rules, we have set annual caps for the
maximum aggregate amounts payable under the Master Hotel Services Agreement, for
FY2017, FY2018 and FY2019 as follows:

FY2017Note) FY2018 FY2019
(HK$ million)
Amounts payable by our Group .................... 30 135 160

Note: The annual cap for the two months ending 31 December 2017.

Such annual cap amounts have been determined on the basis of and by reference to, inter
alia, (a) the historic trading records of and the anticipated performance of our Hotels, projected
on the basis of operating under normal business operations and of the current economic
conditions, taking into account the possible economic growth in Hong Kong and the PRC;
(b)the possible change of hotel market conditions during the term of the Master Hotel Services
Agreement; (c) the expected entry into of further individual agreements in respect of each hotel
held by our Group during the term of the Master Hotel Services Agreement, including The
Murray, which is expected to open by the end of 2017 and the boutique hotel in Suzhou IFS,
the construction of which is expected to complete by the end of 2018; and (d) taking into
account a suitable and adequate buffer on the estimated aggregate expenses payable by us
as prudent contingency in case of events such as adjustments to business plans, cost
overruns and inflation.
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The annual cap for FY2017 (i.e. the expected two-month cap for the two months ending
31 December 2017) is calculated based on the above mentioned factors and (i) the fees paid
by our Group for the Hotel Management Services provided for 1H2017; and (ii) the expected
fees payable for the second half of 2017 and the two months ending 31 December 2017.

In the event that for any particular year during the term of the Master Hotel Services
Agreement the aggregate amounts of remuneration payable by us under all individual services
agreements would exceed the relevant annual cap amount, Wharf and our Company will take
appropriate action to comply with the relevant requirements under the Listing Rules regarding
the payment of any and all amounts in excess of the relevant annual cap amount by our Group
to the Remaining Wharf Group.

(e) Reasons for, and benefits of, the Master Hotel Services Agreement

The engagement of member(s) of the Remaining Wharf Group to provide the Hotel
Management Services in respect of existing hotel properties and/or projects of our Group
(including the HCDL Group) from time to time will enable us to benefit from the brand,
experience and resources of the Remaining Wharf Group in hotel businesses in the relevant
markets. Further individual agreements for the provision of the Hotel Management Services by
the member(s) of the Remaining Wharf Group in respect of certain other hotel properties or
projects of our Group (including the HCDL Group) may be negotiated or contemplated. In order
to regulate, inter alia, the relevant transactions relating to various individual agreements, and
for the purpose of administrative convenience, the Master Hotel Services Agreement, under
which the annual cap amounts are agreed, offers flexibility for the entering into of further
individual agreement(s), if any, and/or renewal of various individual agreements, which is
considered beneficial to us.

(fy Listing Rules implications

Since one or more of the applicable percentage ratios set out in Rule 14.07 of the Listing
Rules in respect of the abovementioned transactions is/are greater than 0.1% while all such
ratios are below 5%, the transactions are subject to the announcement, annual reporting and
annual review requirements but exempt from the circular and independent shareholders’
approval requirements under Chapter 14A of the Listing Rules.

3. Provision of leased or licensed premises by our Group to the Ex-Wharf Wheelock
Group and the Remaining Wharf Group

(a) Description of the transactions

In our ordinary course of business, we are either already a party to, or may from time to
time enter into, leases, tenancies or licences in respect of premises we own (including office
premises, car parking spaces and building areas but excluding hotel premises) with members
of the Ex-Wharf Wheelock Group (the “Wheelock Leasing Transactions”) or members of the
Remaining Wharf Group (the “Wharf Leasing Transactions”). As the Wheelock Leasing
Transactions and Wharf Leasing Transactions will constitute continuing connected
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transactions of our Company following the Listing, our Company entered into an agreement
with (i) Wheelock to set out the framework terms governing the Wheelock Leasing
Transactions (the “Wheelock Leasing Framework Agreement”) on 8 November 2017 and (ii)
Wharf to set out the framework terms governing the Wharf Leasing Transactions (the “Wharf
Leasing Framework Agreement”) on 8 November 2017, the principal terms of which are set
out below.

(The Wheelock Leasing Framework Agreement together with the Wharf Leasing
Framework Agreement are referred to as the “Master Leasing Framework Agreements”)

Our Company has agreed to lease or license or to procure its subsidiaries to lease or
license various premises (including office premises, car parking spaces and building areas but
excluding hotel premises) we own to members of the Ex-Wharf Wheelock Group or the
Remaining Wharf Group as and when reasonably requested by members of the Ex-Wharf
Wheelock Group or the Remaining Wharf Group (as the case may be) from time to time during
the term of the Wheelock Leasing Framework Agreement or the Wharf Leasing Framework
Agreement (as the case may be).

The relevant member of our Group and the relevant member of the Ex-Wharf Wheelock
Group or Remaining Wharf Group (as the case may be) will enter into a separate lease,
tenancy or licence agreement with respect to each of the Wheelock Leasing Transactions or
Wharf Leasing Transactions (as the case may be) entered into between them.

The respective terms of the Wheelock Leasing Framework Agreement and the Wharf
Leasing Framework Agreement are from the Listing Date to 31 December 2019, unless
terminated by our Company or Wheelock or Wharf (as the case may be).

The Master Leasing Framework Agreements (i) may be terminated by either party giving
not less than two months’ prior written notice to the other party; (ii) will be automatically
terminated upon Wheelock or Wharf ceasing to be a connected person of our Company (as the
case maybe) and our Company ceasing to be a connected person of Wharf (only in respect of
the Wharf Leasing Framework Agreement); (iii) may be terminated by either party if the other
party fails to rectify any breach of any of the provisions of the Master Leasing Framework
Agreements, which can be rectified within 28 days; (iv) may be terminated by either party if the
other party commits a material breach of any of the provisions of the Master Leasing
Framework Agreements which is not capable of rectification; or (v) may be terminated by either
party immediately without notice in case the other party has become subject to any liquidation
or insolvency.

(b) Pricing policy

The terms of (including the termination provisions), and the consideration payable under,
such agreements will be negotiated on a case-by-case and an arm’s length basis, entered into
in the ordinary and usual course of business of our Group and shall be on normal commercial
terms which, from our perspective, shall be no more favourable to the relevant members of the
Ex-Wharf Wheelock Group or the Remaining Wharf Group (as the case may be) than those
made available from our Group to our independent third party corporate lessees, tenants or
licensees, and from Wharf’s perspective, shall be no more favourable to the relevant Wharf
REIC Group Member(s) than those made available to the Remaining Wharf Group from its
independent third party corporate lessors, landlords or licensors. In particular, the rental or
licence fee chargeable shall be at market rates and based on the then prevailing rental rates
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or licence fee rates for properties of similar size and with similar attributes within the same
building charged by our Group to other independent third parties or, if not available, the then
prevailing rental rates or licence fee rates for properties of similar size and with similar
attributes in the vicinity of the subject premises to be leased, let or licensed by our Group to
other independent third parties. The management/service fees chargeable by our Group to the
relevant members of the Ex-Wharf Wheelock Group or the Remaining Wharf Group (as the
case may be) will not be less favourable than those chargeable by our Group to other tenants
or licensees (who are independent third parties) of the same building or property.

(c) Historical transaction amounts

The aggregate annual rental and licence fees of the Wheelock Leasing Transactions and
Wharf Leasing Transactions for FY2014, FY2015, FY2016, 1H2017 and the three months
ended 30 September 2017 are as follows:

1 July 2017 to
FY2014 FY2015 FY2016 1H2017 30 September 2017

(unaudited)
(HK$ million)

Amounts payable to our

Group from the

Ex-Wharf Wheelock

Group ... 12.0 30.6 71.7 40.8 20.5
Amounts payable to our

Group from the

Remaining Wharf

Group .............. 27.2 30.0 32.6 16.6 8.5

(d) Annual caps for future transactions

In accordance with Rule 14A.53 of the Listing Rules, we have set annual caps for the
maximum aggregate amounts payable under the Wheelock Leasing Framework Agreement
and Wharf Leasing Framework Agreement, respectively, for FY2017, FY2018 and FY2019 as
follows:

FY2017(Vote) FY2018 FY2019
(HK$ million)
Amounts payable to our Group from
the Ex-Wharf Wheelock Group .. ................. 17 105 105
Amounts payable to our Group from
the Remaining Wharf Group . .................... 8 44 44
Total .o 25 149 149

Note: The annual cap for the two months ending 31 December 2017.
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Such aggregate annual cap amounts have been determined on the basis of and by
reference to, inter alia, (a) the historical rental records in respect of the relevant premises
under the existing tenancies or licence agreement; (b) the anticipated increase in the rental
and/or licence fees under the current economic condition; and (c) taking into account a
suitable and adequate buffer on the estimated aggregate annual amounts payable by the
Ex-Wharf Wheelock Group and the Remaining Wharf Group as prudent contingency in case of
events such as adjustments to business plans, cost overruns and inflation.

The annual cap for FY2017 (i.e. the expected two-month cap for the two months ending
31 December 2017) is calculated based on the above mentioned factors and (i) the fees paid
by the Ex-wharf Wheelock Group or the Remaining Wharf Group (as the case may be) for the
Leasing Transactions for 1H2017; (ii) the expected fees payable for the second half of 2017
and the two months ending 31 December 2017.

In the event that for any particular year during the term of the Master Leasing Framework
Agreement the aggregate amounts receivable by us under all individual lease, tenancy or
licence agreements would exceed the relevant annual cap amount, Wheelock and/or Wharf (as
the case may be) and our Company will take appropriate action to comply with the relevant
requirements under the Listing Rules regarding the payment of any and all amounts in excess
of the relevant annual cap amount by the Ex-Wharf Wheelock Group and/or the Remaining
Wharf Group (as the case may be) to us.

(e) Reasons for, and benefits of, the Master Leasing Framework Agreements

As the ownership of properties for letting is one of the principal business activities of our
Group, rental income is an important income source for us. Our Directors believe that the
entering into of the Master Leasing Framework Agreements is necessary for the continuous
growth and operations of, and will generate recurrent rental income for, our Group. In addition,
for the purposes of administrative convenience, the Master Leasing Framework Agreements
are, among others, to pre-agree the aggregate annual cap amount which the total amount of
rentals and licence fees payable for the relevant premises will be subject to.

(fy Listing Rules implications

Since one or more of the applicable percentage ratios set out in Rule 14.07 of the Listing
Rules in respect of the abovementioned transactions is/are greater than 0.1% while all such
ratios are below 5%, the transactions are subject to the announcement, annual reporting and
annual review requirements but exempt from the circular and independent shareholders’
approval requirements under Chapter 14A of the Listing Rules.

C. WAIVER APPLICATION FOR NON-EXEMPT CONTINUING CONNECTED
TRANSACTIONS

In respect of the Master Property Services Agreement, the Master Hotel Services
Agreement and the Master Leasing Framework Agreements, our Company expects these
non-exempt continuing connected transactions to be carried out on a continuing basis and to
extend over a period of time. Our Directors therefore consider that strict compliance with the
announcement requirement under the Listing Rules would impose unnecessary administrative
costs upon us.
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Accordingly, we have applied for, and the Stock Exchange has granted to us, a waiver
from strict compliance with the announcement requirement under the Listing Rules relating to
the above non-exempt continuing connected transactions in respect of the Master Property
Services Agreement, the Master Hotel Services Agreement and the Master Leasing Framework
Agreements.

Apart from the requirement with which strict compliance has been waived by the Stock
Exchange as described above, we will comply with the relevant requirements under Chapter
14A of the Listing Rules that are applicable to the continuing connected transactions under the
Master Property Services Agreement, the Master Hotel Services Agreement and the Master
Leasing Framework Agreements.

The Independent Non-executive Directors will review the continuing connected
transactions under the Master Property Services Agreement, the Master Hotel Services
Agreement and the Master Leasing Framework Agreements and confirm in the annual report
of our Company that such transactions for the financial year under review have been entered
into in the manner as set out in Rule 14A.55 of the Listing Rules.

D. CONFIRMATION FROM OUR DIRECTORS

Our Directors (including the Independent Non-executive Directors) are of the view that
the non-exempt continuing connected transactions under the Master Property Services
Agreement, the Master Hotel Services Agreement and the Master Leasing Framework
Agreements have been and will be entered into in the ordinary and usual course of business
of our Group, are on normal commercial terms, are fair and reasonable, and are in the interests
of our Group and the Shareholders as a whole.

Our Directors (including the Independent Non-executive Directors) are also of the view
that the proposed annual caps for such transactions are fair and reasonable, and in the
interests of our Group and the Shareholders as a whole.

E. CONFIRMATION FROM THE JOINT SPONSORS

The Joint Sponsors have reviewed the relevant information and historical figures
prepared and provided by our Group relating to the non-exempt continuing connected
transactions which have been and will be entered into pursuant to the Master Property
Services Agreement, the Master Hotel Services Agreement and the Master Leasing Framework
Agreements and have also conducted due diligence by discussing these transactions with our
Group, Knight Frank Petty Limited, the independent property valuer, and our advisers, and
have obtained various representations and confirmations from our Company and other
members of our Group. Based on the Joint Sponsors’ due diligence, the Joint Sponsors are of
the view that these non-exempt continuing connected transactions have been and will be
entered into in our ordinary and usual course of business, are on normal commercial terms, are
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fair and reasonable, and are in the interests of our Group and the Shareholders as a whole.
The Joint Sponsors are also of the view that the proposed annual caps for these non-exempt
continuing connected transactions are fair and reasonable and in the interests of our Group
and the Shareholders as a whole.

F. FULLY EXEMPT CONTINUING CONNECTED TRANSACTIONS

Following the Listing, the following transactions will be regarded as continuing connected
transactions fully exempt from the reporting, announcement, annual review and independent
shareholders’ approval requirements under Rules 14A.98 and 14A.76 of the Listing Rules.

1. Advanced Payment of the Remuneration of certain Executive Directors by Wharf
(a) Description of the transaction

Two Executive Directors of our Company, namely Mr. Ng Tin Hoi Stephen and Ms. Lee
Yuk Fong Doreen (the “Common Director(s)”), are also executive directors and employees of
Wharf, a connected person of our Company.

Pursuant to a framework agreement entered into between us and Wharf on 8 November
2017, we have agreed to reimburse Wharf a fixed percentage (the “Pre-determined
Percentage”) of the basic remuneration (the “Basic Remuneration”) which each Common
Director is entitled to receive under his/her employment contract with Wharf. Such
Pre-determined Percentage has been determined with reference to the estimated time to be
spent by each Common Director in his/her role as an Executive Director of our Company.

During the term of the framework agreement, Wharf will, on a monthly basis, pay the
Pre-determined Percentage of the Basic Remuneration to each Common Director (the
“Advanced Payment”) and such amount will become an amount due and payable by us to
Wharf. We will, on a monthly basis, reimburse Wharf an amount equal to the Advanced
Payment without interest.

(b) Listing Rules implications

As the highest of the relevant percentage ratios in respect of the Pre-determined
Percentage of the annual basic remuneration agreed to be paid by us to the Common Directors
will, on an annual basis, be less than 0.1%, such payment will, pursuant to Rule 14A.76 of the
Listing Rules, constitute a de minimis continuing connected transaction exempt from the
reporting, announcement, annual review and independent shareholders’ approval
requirements under Chapter 14A of the Listing Rules.

2. Sharing of Administrative Services between our Group and the Remaining Wharf
Group

(a) Description of the transaction
During the ordinary course of business, our Group and Remaining Wharf Group share

certain administrative services including corporate secretarial services, corporate
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communications, investor and public relations, personnel and administration, information
technology, accounting (apart from essential accounting functions such as tenancy billing and
account receivables management which will be performed by our Group independently),
finance and treasury and internal audit (the “Administrative Services”). These Administrative
Services are provided to our Group by the Remaining Wharf Group.

The annual fee for the sharing of the Administrative Services was determined on a cost
basis with reference to the approximate time and manpower spent and such costs are
allocated to our Group and the Remaining Wharf Group on a fair and equitable basis.

(b) Listing Rules implications

As the Administrative Services shared between our Group and the Remaining Wharf
Group are on a cost basis, and are identifiable and are allocated to our Group and the
Remaining Wharf Group on a fair and equitable basis, these continuing connected transactions
are considered as fully exempt continuing connected transactions under Rule 14A.98 of the
Listing Rules.

3. Provision of Leasing Agency Services by our Group to the Ex-Wharf Wheelock
Group and the Remaining Wharf Group

(a) Description of the transactions

Harriman Leasing Limited, an indirect wholly-owned subsidiary of our Company, in its
ordinary course of business, from time to time provides leasing agency services to members
of the Ex-Wharf Wheelock Group and the Remaining Wharf Group. Such provision of leasing
agency services will constitute continuing connected transactions of our Company following
the Listing.

The annual service fee for the provision of such leasing agency services shall be
determined at a fixed rate with reference to the monthly revenue receivable by the Ex-Wharf
Wheelock Group or the Remaining Wharf Group (as the case may be). Such fee is in line with
the average rate of service fee we charge for providing similar services to third party property
owners.

(b) Listing Rules implications

As the highest of the relevant aggregated percentage ratios in respect of the provision of
leasing agency services by our Group to the Ex-Wharf Wheelock Group and the Remaining
Wharf Group will, on an annual aggregated basis, be less than 0.1%, they will, pursuant to
Rule 14A.76 of the Listing Rules, constitute de minimis continuing connected transactions
exempt from the reporting, announcement, annual review and independent shareholders’
approval requirements in Chapter 14A of the Listing Rules.
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4. Trademark Agreements

Pursuant to the trademark agreements between the respective members of our Group and
the relevant members of the Ex-Wharf-REIC Wheelock Group (the “Trademark Agreements”),
relevant members of the Ex-Wharf-REIC Wheelock Group grant the respective members of our
Group a revocable and non-exclusive right to use the certain trademarks as set out in
“Appendix VIl — General Information — Further Information About Our Business — 8. Material
Intellectual Property Rights” for a nominal consideration (amounting to HK$1 per agreement).
The Trademark Agreements may be terminated by either party, and the licences granted
thereto may be revoked by the relevant licensor, giving not less than six-months’ prior written
notice (in the case of the Hong Kong trade marks registrations) or two months’ prior written
notice (in the case of the PRC trade mark registration) to the other party or otherwise as
agreed in the Trademark Agreements. These will also be de minimis continuing connected
transactions exempt from the reporting, announcement, annual review and independent
shareholders’ approval requirements in Chapter 14A of the Listing Rules.

G. ARRANGEMENT IN CONNECTION WITH THE REORGANISATION

As disclosed in “Appendix VII — General Information — Further Information About Our
Group — 6. Reorganisation”, the Inter-Group Balances will be settled on completion of the
Spin-off by way of the issue of the Promissory Note. The issue of the Promissory Note and its
subsequent settlement are regarded as a one-off transaction agreed upon prior to the Listing.
It is not regarded as constituting a connected transaction of our Company under Chapter 14A
of the Listing Rules following the Listing, and no reporting, announcement, annual review,
circular or independent shareholders’ approval requirements under Chapter 14A of the Listing
Rules will need to be complied with by our Company in relation to the Promissory Note
following the Listing.
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WAIVER FROM STRICT COMPLIANCE WITH THE LISTING RULES

Waiver in relation to Non-exempt Continuing Connected Transactions

Certain members of our Group have entered into certain transactions which will constitute
continuing connected transactions of our Group under the Listing Rules following the Listing.
Our Company has applied for the Stock Exchange for, and the Stock Exchange has granted,
a waiver from strict compliance with the announcement requirement under Chapter 14A of the
Listing Rules with respect to the non-exempt continuing connected transactions described in
“Connected Transactions”. For further details of such continuing connected transactions and
the waiver, see “Connected Transactions”.
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The following is the text of a report set out on pages I-1 to I-104, received from the
Company’s reporting accountants, KPMG, Certified Public Accountants, Hong Kong, for the
purpose of incorporation in this listing document.

KPMG

ACCOUNTANTS’ REPORT ON HISTORICAL FINANCIAL INFORMATION TO THE
DIRECTORS OF WHARF REAL ESTATE INVESTMENT COMPANY LIMITED, HSBC
CORPORATE FINANCE (HONG KONG) LIMITED AND SOMERLEY CAPITAL LIMITED

Introduction

We report on the historical financial information of Wharf Real Estate Investment
Company Limited (the “Company”) and its subsidiaries (together, the “Group”) set out on
pages I-4 to I-104, which comprises the combined statements of financial position of the Group
as at 31 December 2014, 2015 and 2016 and 30 June 2017 and the statement of financial
position of the Company as at 30 June 2017 and the combined statements of profit or loss, the
combined statements of comprehensive income, the combined statements of changes in
equity and the combined statements of cash flows, for each of the years ended 31 December
2014, 2015 and 2016 and the six months ended 30 June 2017 (the “Relevant Periods”), and
a summary of significant accounting policies and other explanatory information (together, the
“Historical Financial Information”). The Historical Financial Information set out on pages I-4 to
I-104 forms an integral part of this report, which has been prepared for inclusion in the listing
document of the Company dated 9 November 2017 (the “Listing Document”) in connection with
the initial listing of shares of the Company on the Main Board of The Stock Exchange of Hong
Kong Limited.

Directors’ responsibility for Historical Financial Information

The directors of the Company are responsible for the preparation of Historical Financial
Information that gives a true and fair view in accordance with the basis of preparation and
presentation set out in Note 1 of Section B to the Historical Financial Information, and for such
internal control as the directors of the Company determine is necessary to enable the
preparation of the Historical Financial Information that is free from material misstatement,
whether due to fraud or error.

Reporting accountants’ responsibility

Our responsibility is to express an opinion on the Historical Financial Information and to
report our opinion to you. We conducted our work in accordance with Hong Kong Standard on
Investment Circular Reporting Engagements 200 “Accountants’ Reports on Historical Financial
Information in Investment Circulars” issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”). This standard requires that we comply with ethical standards and
plan and perform our work to obtain reasonable assurance about whether the Historical
Financial Information is free from material misstatement.
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Our work involved performing procedures to obtain evidence about the amounts and
disclosures in the Historical Financial Information. The procedures selected depend on the
reporting accountants’ judgement, including the assessment of risks of material misstatement
of the Historical Financial Information, whether due to fraud or error. In making those risk
assessments, the reporting accountants consider internal control relevant to the entity’s
preparation of Historical Financial Information that give a true and fair view in accordance with
the basis of preparation and presentation set out in Note 1 of Section B to the Historical
Financial Information in order to design procedures that are appropriate in the circumstances,
but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Our work also included evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by the directors, as well as evaluating
the overall presentation of the Historical Financial Information.

We believe that the evidence we have obtained is sufficient and appropriate to provide a
basis for our opinion.

Opinion

In our opinion, the Historical Financial Information gives, for the purpose of the
accountants’ report, a true and fair view of the financial position of the Group as at 31
December 2014, 2015 and 2016 and 30 June 2017 and the Company as at 30 June 2017 and
of the Group’s financial performance and cash flows for the Relevant Periods in accordance
with the basis of preparation and presentation set out in Note 1 of Section B to the Historical
Financial Information.

Review of stub period corresponding financial information

We have reviewed the stub period corresponding financial information of the Group which
comprises the combined statement of profit or loss, the combined statement of comprehensive
income, the combined statement of changes in equity and the combined statement of cash
flows for the six months ended 30 June 2016 and other explanatory information (the “Stub
Period Corresponding Financial Information”). The directors of the Company are responsible
for the preparation and presentation of the Stub Period Corresponding Financial Information
in accordance with the basis of preparation and presentation set out in Note 1 of Section B to
the Historical Financial Information. Our responsibility is to express a conclusion on the Stub
Period Corresponding Financial Information based on our 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
HKICPA. A review consists of making enquiries, 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
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express an audit opinion. Based on our review, nothing has come to our attention that causes
us to believe that the Stub Period Corresponding Financial Information, for the purpose of the
accountants’ report, is not prepared, in all material respects, in accordance with the basis of
preparation and presentation set out in Note 1 of Section B to the Historical Financial
Information.

Report on matters under the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited and the Companies (Winding Up and Miscellaneous
Provisions) Ordinance

Adjustments

In preparing the Historical Financial Information, no adjustments to the Underlying
Financial Statements as defined on page I-4 have been made.

Dividends

No dividend has been paid by the Company in respect of the Relevant Periods.

No historical financial statements for the Company

No financial statements have been prepared for the Company since its incorporation.

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central, Hong Kong

9 November 2017
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A  HISTORICAL FINANCIAL INFORMATION

Set out below is the Historical Financial Information which forms an integral part of this
accountants’ report.

The combined financial statements of the Group for the Relevant Periods, on which the
Historical Financial Information is based, were audited by KPMG under separate terms of
engagement with the Company in accordance with Hong Kong Standards on Auditing issued
by the HKICPA (“Underlying Financial Statements”).

1 Combined statements of profit or loss

Six months ended
Year ended 31 December 30 June

Note 2014 2015 2016 2016 2017

HK$ Million HK$ Million HK$ Million HK$ Million HK$ Million
(unaudited)

Revenue. ... ............. 4 17,437 17,576 16,851 8,804 9,546
Direct costs and operating

expenses. . ............. (6,034) (4,965) (4,247) (2,304) (2,049)
Selling and marketing

eXPEeNnsSes. ... ... (318) (371) (311) (123) (132)
Administrative and corporate

expenses. . ... ... (487) (292) (293) (131) (242)

Operating profit before
depreciation, amortisation,

interest and tax ......... 10,598 11,948 12,000 6,246 7,123
Depreciation and

amortisation ............ 5 (182) (189) (176) (88) (73)
Operating profit .. ........ 5 10,416 11,759 11,824 6,158 7,050
Increase in fair value of

investment properties. . . .. 27,729 5,329 1,191 81 478
Other net income/(charge) .. 6 175 257 216 (86) (259)

38,320 17,345 13,231 6,153 7,269

Finance costs. . ........... 7 (1,264) (1,302) (1,351) (622) (526)
Share of results after tax of:
An associate ............. 13(d) (4) 133 23 (9) 4
Joint ventures ............ 14(b) 97 95 176 141 (40)
Profit before taxation....... 37,149 16,271 12,079 5,663 6,707
Incometax............... 8 (1,684) (1,968) (1,895) (1,040) (1,553)
Profit for the year/period . . 35,465 14,303 10,184 4,623 5,154

— -4 —



APPENDIX | ACCOUNTANTS’ REPORT

Six months ended

Year ended 31 December 30 June

Note 2014 2015 2016 2016 2017

HK$ Million HK$ Million HK$ Million HKS$ Million HK$ Million
(unaudited)

Profit attributable to:
Shareholders of the

Company............... 35,127 13,787 9,917 4,440 4,900
Non-controlling interests . . . . 338 516 267 183 254

35,465 14,303 10,184 4,623 5,154

Earnings per share:
Basic and diluted. ......... 10 N/A N/A N/A N/A N/A

The accompanying notes form part of the Historical Financial Information.
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2 Combined statements of comprehensive income

Six months ended

Year ended 31 December 30 June

2014 2015 2016 2016

2017

HK$ Million HK$ Million HK$ Million HKS$ Million HK$ Million

(unaudited)

Profit for the year/period . . .. 35,465 14,303 10,184 4,623 5,154
Other comprehensive income
Items that will not be
reclassified to profit or loss
(net of nil tax):
Fair value changes on equity
investments. . ............. 210 (221) (151) (225) 414
Items that may be reclassified
subsequently to profit or loss
(net of nil tax):
Exchange difference on
translation of the operations
of:
- subsidiaries ............. (36) (474) (373) (135) 116
- an associate and a joint
venture. . ........ .. .. ... (8) (153) (87) (27) 32
Others..................... 2 6 11 — —
Other comprehensive income
for the year/period ... ... .. 168 (842) (600) (387) 562
Total comprehensive income
for the year/period . ....... 35,633 13,461 9,584 4,236 5,716
Total comprehensive income
attributable to:
Shareholders of the Company . 35,251 13,237 9,529 4,181 5,290
Non-controlling interests . . . . .. 382 224 55 55 426
35,633 13,461 9,584 4,236 5,716

The accompanying notes form part of the Historical Financial Information.
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3 Combined statements of financial position

As at
As at 31 December 30 June
Note 2014 2015 2016 2017

HK$ Million HKS$ Million HKS$ Million HKS$ Million

Non-current assets

Investment properties . ....... 11 229,023 235,597 244,375 245,424
Hotel and club properties,

plant and equipment........ 12 6,005 6,200 7,000 7,637
Interest in an associate. ... ... 13 2,059 1,608 1,417 1,463
Interest in joint ventures . ... .. 14 2,127 2,039 1,808 1,780
Equity investments .......... 15 1,550 2,450 2,301 2,943
Deferred tax assets.......... 25 19 46 — —
Derivative financial assets . . .. 18 4 — — —
Other non-current assets .. ... 27 33 41 39

240,814 247,973 256,942 259,286

Current assets

Properties forsale........... 16 4,979 2,699 1,957 930
Inventories .. ............... 14 11 11 11
Trade and other receivables. .. 17 1,231 1,048 818 967
Derivative financial assets . . .. 18 80 1 — —
Prepaid tax. .. .............. 8(d) 119 129 164 18
Bank deposits and cash ... ... 19 5,273 6,501 5,212 2,171
Amount due from the
immediate holding company . 24 7,511 4,608 358 674
Amounts due from
fellow subsidiaries ......... 24 452 — — —
19,659 14,997 8,520 4,771
Total assets ............... 260,473 262,970 265,462 264,057
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Non-current liabilities

Derivative financial liabilities . .
Deferred tax liabilities ... ... ..
Other deferred liabilities ... ...
Bankloans.................
Loans from fellow subsidiaries .

Current liabilities
Trade and other payables. . ...
Deposits from sale of
properties .. ..............
Derivative financial liabilities ..
Taxation payable . ...........
Bankloans.................
Amount due to the immediate
holding company ..........
Amounts due to
fellow subsidiaries .........

Total liabilities ... ..........
NET ASSETS. . .............

Capital and reserves

Share capital ...............

Reserves .. ................

Equity attributable to
shareholders of the
Company.................

Non-controlling interests . . . ...

TOTAL EQUITY . ............

As at
As at 31 December 30 June

Note 2014 2015 2016 2017
HK$ Million HK$ Million HKS$ Million HKS$ Million
18 (3) — — —
25 (1,499) (1,656) (1,762) (1,822)
(265) (285) (300) (306)
22 (14,706) (7,414) (3,150) (2,200)
23 (25,163)  (28,583)  (30,980) (25,002)
(41,636)  (37,938)  (36,192)  (29,330)
20 (7,639) (7,285) (7,932) (7,179)
21 (4,373) (4,691) (5,030) (3,664)
18 (45) 2) — —
8(d) (577) (561) (533) (1,438)
22 (250) (1,529) (1,232) (685)
24 — — (10,354) (12,350)
24 (86) (59) (52) (38)
(12,970)  (14,127)  (25,133)  (25,354)
(54,606)  (52,065) (61,325)  (54,684)
205,867 210,905 204,137 209,373

27

200,194 205,134 198,910 204,200
200,194 205,134 198,910 204,200
5,673 5,771 5,227 5,173
205,867 210,905 204,137 209,373

The accompanying notes form part of the Historical Financial Information.

* The balances represent amount less than HK$1 million.
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4 Statement of financial position of the Company

As at
30 June
2017
Note HK$
Non-current asset
Investment in a subsidiary .. ....... ... . . 30 3,900
Current liability
Amount due to a subsidiary . ........ ... 3,900

NET ASSETS. ... ... .

TOTAL EQUITY
Share capital . ... .. 27(a)

The accompanying notes form part of the Historical Financial Information.

— -9 —



APPENDIX | ACCOUNTANTS’ REPORT

5 Combined statements of changes in equity

Equity attributable to the shareholders of the Company

Investment Non-
Share revaluation Exchange Revenue controlling Total
capital reserves reserves reserves Total interests equity
HK$ HK$ HK$ HK$ HK$ HK$ HK$
Note Million Million Million Million Million Million Million
At 1 January 2014. ... ! 473 ¢ 915 168,358 ..169,746 _...5463 175,209
Changes in equity for
the year ended 31
December 2014:
Profit for the year. . . . . — — — 35,127 35,127 338 35,465
Other comprehensive
income . ........ — 150 (29) 3 124 44 168
Total comprehensive
income . ........ — 150 (29) __ 35,130 85251 ¢ 382 35,633
Dividend paid . . . . . .. 9 — — — (4,803) (4,803) — (4,803)
Dividends paid to
non-controlling
interests. . . ... ... — — — — — (172) (172)
At 31 December 2014 . —* 623 886 198,685 200,194 5,673 205,867
At 1 January 2015. . . . — 623 886 198,685 200,194 5,673 205,867
Changes in equity for
the year ended 31
December 2015: .
Profit for the year. . . . . — — — 13,787 13,787 516 14,303
Other comprehensive
income . ........ — (158) (398) 6 (550) (292) (842)
Total comprehensive
income ......... - (158) . (398) 13,793 13237 224 13,461
Transfer to revenue
reserves upon
de-recognition of
equity investments . . — (24) — 24 — — —
Dividend paid . . . . . .. 9 — — — (8,297) (8,297) — (8,297)
Dividends paid to
non-controlling
interests. . . ... ... — — — — — (126) (126)
At 31 December 2015. . —* 441 488 204,205 205,134 5,771 210,905

— 110 —




APPENDIX | ACCOUNTANTS’ REPORT

Equity attributable to the shareholders of the Company

Investment Non-
Share revaluation Exchange Revenue controlling Total
capital reserves reserves reserves Total interests equity
HK$ HK$ HK$ HK$ HK$ HK$ HK$
Note Million Million Million Million Million Million Million
At 1 January 2016. . . . —* 441 488 204,205 205,134 5,771 210,905
Changes in equity for
the year ended 31
December 2016:
Profit for the year. . . . . — — — 9,917 9,917 267 10,184
Other comprehensive
income . ........ — (108) (290) 10 (388) (212) (600)
Total comprehensive
income . ........ - (108) (290) 9,927 _..9529 1 55 9,584
Transfer to revenue
reserves upon
de-recognition of
equity investments . . — (34) — 34 — — —
Dividend paid . . . . . .. 9 — —_ — (15,753) (15,753) —_ (15,753)
Net capital contribution
from non-controlling
interests of
subsidiaries . ... .. — — — — — (232) (232)
Acquisition of additional
interest in a
subsidiary. . . ... .. — — — — — (14) (14)
Dividends paid to
non-controlling
interests. . . ... ... — — — — — (353) (353)
At 31 December 2016 . — 299 198 198,413 198,910 5,227 204,137
At 1 January 2017. . .. — 299 198 198,413 198,910 5,227 204,137
Changes in equity for
the six months ended
30 June 2017:
Profit for the period . . . — — — 4,900 4,900 254 5,154
Other comprehensive
income .. ....... — 296 94 — 390 172 562
Total comprehensive
income . ........ - 296 94 4,900 5290 ¢ 426 5716
Issuance of new shares.27(a) —* — — — —* — —
Net capital contribution
from non-controlling
interests of
subsidiaries . ... .. — — — — — (339) (339)
Dividends payable to
non-controlling
interests. . . ... ... — — — — — (141) (141)
At 30 June 2017 . . . . . — 595 292 203,313 204,200 5,173 209,373
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Equity attributable to the shareholders of the Company

Investment Non-
Share revaluation Exchange Revenue controlling Total
capital reserves reserves reserves Total interests equity
HK$ HK$ HK$ HK$ HK$ HK$ HK$
Note Million Million Million Million Million Million Million
(Unaudited)
At 1 January 2016. . . . — 441 488 204,205 205,134 5,771 210,905
Changes in equity for
the six months ended
30 June 2016:
Profit for the period . . . — — — 4,440 4,440 183 4,623
Other comprehensive
income . ........ — (161) (98) — (259) (128) (387)
Total comprehensive
income . ........ — (et (98) 4,440 4181 55 4,236
Transfer to revenue
reserves upon
de-recognition of
equity investments . . — (34) — 34 — — —
Dividends payable to
non-controlling
interests. . . ... ... — — — — — (322) (322)
At 30 June 2016 . . . . . —* 246 390 208,679 209,315 5,504 214,819

* The balances represent amount less than HK$1 million.

The accompanying notes form part of the Historical Financial Information.
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6 Combined statements of cash flows

Six months ended

Year ended 31 December 30 June

Note 2014 2015 2016 2016 2017

HK$ Million HK$ Million HKS$ Million HKS$ Million HK$ Million
(unaudited)

Operating cash inflow .. .. .. (a) 10,350 11,803 11,855 6,161 7,052
Changes in working capital.. (a) 2,673 2,610 2,203 224 (1,576)
Cash generated from

operations . ............ (a) 13,023 14,413 14,058 6,385 5,476
Net interest paid .......... (1,288) (1,252) (1,297) (593) (501)
Interest paid. . ............ (1,389) (1,340) (1,366) (632) (528)
Interest received . ......... 101 88 69 39 27
Dividends received from a

joint venture . ........... 133 71 366 185 —
Dividends received from

equity investments . . ... .. 42 56 76 46 44
Hong Kong profits tax paid. . (1,205) (1,506) (1,486) (310) (355)
Overseas tax paid . ........ (429) (363) (347) (226) (82)
Net cash generated from

operating activities ... .. 10,276 11,419 11,370 5,487 4,582

Investing activities
Additions to investment

properties .............. (3,870) (1,391) (7,704) (7,058) (493)
Additions to hotel and club

properties, plant and

equipment.............. (682) (421) (1,017) (290) (693)
Net decrease/(increase) in

interest in an associate . .. — 543 168 135 (24)
Net decrease in interest in

joint ventures . .......... 303 172 214 93 —

Net proceeds from disposal
of hotel and club
properties, plant and

equipment. ............. 1 1 1 — —
Purchase of equity

investments. . ........... — (1,175) (109) (109) (228)
Acquisition of interest in

subsidiaries. . ........... — — (9) — (50)
Proceeds from disposal of

equity investments . . ... .. — 54 107 107 —

(Increase)/decrease in
amount due from the
immediate holding
company . .............. (8,615) 2,903 4,250 3,409 (316)
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Note

Year ended 31 December

Six months ended
30 June

2014

2015

2016 2016 2017

Decrease in amounts due
from fellow subsidiaries . . .

Increase in amount due to
the immediate holding
company ...............

Decrease in amounts due to
fellow subsidiaries

Net cash (used
in)/generated from
investing activities. ... ..

Financing activities

Increase/(decrease) in loans
from fellow subsidiaries . . .

Drawdown of bank loans. . ..

Repayment of bank loans . . .

Capital contribution to
non-controlling interests of
a subsidiary

Dividends paid

Dividends paid to
non-controlling interests. . .

Net cash used in financing
activities ..............

(Decrease)/increase in
cash and cash

equivalents
Cash and cash equivalents
at the beginning of the

year/period
Effect of exchange rate
changes

Cash and cash equivalents
at the end of the
year/period

HK$ Million HK$ Million HK$ Million HKS$ Million HK$ Million

(unaudited)

103 452 — — —
— — 10,354 8 1,996
(33) (27) (7) (13) (14)
(7,793) 1,111 6,248  (3,718) 178
1,419 3,420 2,397 (934)  (5,978)
7,172 2,766 1,178 14 153
(6,735)  (8,779)  (5,739)  (1,950)  (1,650)
— — (232) — (339)
(4,803)  (8,297) (15,753) — —
(172) (126) (353) (322) (141)
(3,119) (11,016) (18,502)  (3,192)  (7,955)
(636) 1,514 (884)  (1,423)  (3,195)
5,928 5,273 6,501 6,501 5,212
(19) (286) (405) (126) 154
5,273 6,501 5,212 4,952 2,171

The accompanying notes form part of the Historical Financial Information.
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NOTE TO THE COMBINED STATEMENTS OF CASH FLOWS

a Reconciliation of operating profit to cash generated from operations

Year ended 31 December Six months ended 30 June

2014 2015 2016 2016 2017

HK$ Million HKS$ Million HK$ Million HK$ Million HK$ Million
(unaudited)

Operating profit for the

year/period . .............. 10,416 11,759 11,824 6,158 7,050
Adjustments for: ............
Interest income ............. (206) (90) (69) (39) (27)
Dividends receivable from

equity investments . ... ... .. (42) (56) (76) (46) (44)
Depreciation and amortisation . 182 189 176 88 73

Loss on disposal of hotel and
club properties, plant and

equipment. ............... — 1 — — —
Operating cash inflow ... ... .. 10,350 11,8083 11,855 6,161 7,052
Decrease in properties for

sale....... ... ... ... 2,337 1,210 949 555 485
(Increase)/decrease in

inventories . .............. (2) 3 — — —
Decrease/(increase) in trade

and other receivables. . ... .. 355 183 235 (207) (142)
Increase/(decrease) in trade

and other payables. ... ... .. 522 568 366 (403) (407)

(Decrease)/increase in

deposits from sale of

properties .. ........ .. ..., (608) 573 636 271 (1,520)
(Increase)/decrease in

derivative financial

instruments. .............. 51 37 (1) — —
Other non-cash items ........ 18 36 18 8 8
Changes in working capital. . . . 2,673 2,610 2,203 224 (1,576)

Cash generated from
operations................ 13,023 14,413 14,058 6,385 5,476
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b Reconciliation of liabilities arising from financing activities

At 1 January 2014 .........

Changes from financing cash flows:

Drawdown of bank loans

Repayment of bank loans

Increase in loans from fellow subsidiaries............

Total changes from financing cash flows.............

Other changes:

Additions to investment properties

Total other changes.........

At 31 December 2014 ... ...

At 1 January 2015 .........

Changes from financing cash flows:

Drawdown of bank loans

Repayment of bank loans

Increase in loans from fellow subsidiaries............

Total changes from financing cash flows.............

At 31 December 2015 ... ...

— 1-16 —

Loans from

fellow

Bank loans subsidiaries Total

HK$ Million HK$ Million HK$ Million
(Note 22) (Note 23)

11,519 23,744 35,263
7,172 — 7,172
(6,735) — (6,735)
— 1,419 1,419
437 1,419 1,856
3,000 — 3,000
3,000 — 3,000
14,956 25,163 40,119
14,956 25,163 40,119
2,766 — 2,766
(8,779) — (8,779)
— 3,420 3,420
(6,013) 3,420 (2,593)
8,943 28,583 37,526
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Loans from

fellow

Bank loans subsidiaries Total

HK$ Million HK$ Million HKS$ Million

(Note 22) (Note 23)
At 1 January 2016 ............. ... ... . ... .. .... 8,943 28,583 37,526
Changes from financing cash flows:
Drawdown of bank loans. ......................... 1,178 — 1,178
Repayment of bank loans .. ....................... (5,739) — (5,739)
Increase in loans from fellow subsidiaries. ........... — 2,397 2,397
Total changes from financing cash flows............. (4,561) 2,397 (2,164)
At 31 December 2016 ........................... 4,382 30,980 35,362
At 1 January 2017 . ........ ... ... .. ... .. 4,382 30,980 35,362
Changes from financing cash flows:
Drawdown of bank loans. . ....... ... ... ... ....... 153 — 153
Repayment of bank loans . ........................ (1,650) — (1,650)
Decrease in loans from fellow subsidiaries . .......... — (5,978) (5,978)
Total changes from financing cash flows............. (1,497) (5,978) (7,475)
At 30 June 2017 .. ... ... ... ... 2,885 25,002 27,887
(Unaudited)
At 1 January 2016 ............. ... . ... ... .. ... .. 8,943 28,583 37,526
Changes from financing cash flows:
Drawdown of bank loans. . ........................ 14 — 14
Repayment of bank loans .. ....................... (1,950) — (1,950)
Decrease in loans from fellow subsidiaries . .......... — (934) (934)
Total changes from financing cash flows............. (1,936) (934) (2,870)
At30June 2016 .......... ... .. .. .. ... 7,007 27,649 34,656
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B NOTES TO THE HISTORICAL FINANCIAL INFORMATION
(Expressed in Hong Kong dollars unless otherwise indicated)

1 Basis of preparation and presentation of Historical Financial information

Wharf Real Estate Investment Company Limited (the “Company”) was incorporated in the
Cayman Islands on 13 April 2017 as an exempted company with limited liability under the
Companies Law (as revised) of the Cayman Islands.

The immediate holding company and the ultimate holding company of the Company is The
Wharf (Holdings) Limited (“Wharf”) and Wheelock and Company Limited, respectively, both of
them are companies incorporated in Hong Kong with their shares listed on the Main Board of
The Stock Exchange of Hong Kong Limited.

The Company is an investment holding company. The Company and its subsidiaries
(together, “the Group”) are principally engaged in investment in strategic and substantial retail,
office and hotel operations in Hong Kong.

During the Relevant Periods, the principal activities of the Group were carried out by
Wharf Estates Limited (“WEL”) and its subsidiaries (“Wharf Estates Group”). WEL, a company
incorporated in Hong Kong, is a wholly owned subsidiary of Wharf. To rationalise the corporate
structure in preparation of the listing of the Company’s shares on The Stock Exchange of Hong
Kong Limited, the Group underwent a group reorganisation (“Reorganisation”), as more fully
explained in the section headed “History and Corporate Structure” and “Appendix VII —
General Information — Further Information About Our Group — 6. Reorganisation” in the
Listing Document.

Pursuant to the Reorganisation, the Company became the holding company of the Group
on 9 August 2017. The companies now comprising the Group were under the common control
of the same controlling shareholder before and after the Reorganisation. Accordingly, the
Reorganisation is considered to be a business combination of entities under common control.
The Historical Financial Information has been prepared using the merger basis of accounting
as if the companies now comprising the Group have been combined at the beginning of the
Relevant Periods. The assets and liabilities of the combining companies are recognised and
measured using the historical carrying amounts from the perspective of the controlling
shareholder. The combined statements of profit or loss, the combined statements of
comprehensive income, the combined statements of changes in equity and the combined
statements of cash flows of the Group as set out in Section A include the combined results and
cash flows of all companies now comprising the Group for the Relevant Periods (or where the
companies were incorporated, established or acquired at a date later than 1 January 2014, for
the period from the date of incorporation, establishment or acquisition to 30 June 2017) as if
the group structure had been in existence throughout the Relevant Periods. The combined
statements of financial position of the Group as at 31 December 2014, 2015 and 2016 and 30
June 2017 as set out in Section A have been prepared to present the state of affairs of the
Group as at the respective dates as of the Reorganisation had been completed at the
beginning of the Relevant Periods.
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All material intra-group balances, transactions and cash flows are eliminated in preparing
this Historical Financial Information.

As at the date of this report, no audited financial statements have been prepared for the
Company and the subsidiaries incorporated in the British Virgin Islands as set out in note 1(iii)
of Section B as they either have not carried on any business since the date of incorporation
or are investment holding companies and not subject to statutory audit requirements under the
relevant rules and regulations in the jurisdiction of incorporation. The financial statements of
the subsidiaries of the Group for which there are statutory requirements were prepared in
accordance with Hong Kong Financial Reporting Standards (“HKFRSs”) or Accounting
Standards for Business Enterprises issued by the Ministry of Finance of The People’s Republic
of China (“PRC”).
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All companies now comprising the Group have adopted 31 December as their financial
year end date.

The Historical Financial Information has been prepared in accordance with all applicable
HKFRSs which collective term includes all applicable individual Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards (“HKAS”) and Interpretations issued
by the Hong Kong Institute of Certified Public Accountants (the “HKICPA”). Further details of
the significant accounting policies adopted are set out in Note 2.

The HKICPA has issued a number of new and revised HKFRSs. For the purpose of
preparing this Historical Financial Information, the Group has adopted all applicable new and
revised HKFRSs to the Relevant Periods. Except for HKFRS 9, Financial Instruments (“HKFRS
9”), the Group has not adopted any new standards or interpretations that are not yet effective
for the accounting period beginning on 1 January 2018. The revised and new accounting
standards and interpretations issued but not yet effective for the accounting year beginning 1
January 2018 are set out in Note 31.

The Historical Financial Information also complies with the applicable disclosure
provisions of the Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Stock Exchange”).

The accounting policies set out below have been applied consistently to all periods
presented in the Historical Financial Information.

The Stub Period Corresponding Financial Information has been prepared in accordance
with the same basis of preparation and presentation adopted in respect of the Historical
Financial Information.

2 Significant accounting policies
(a) Basis of measurement

The Historical Financial Information is presented in Hong Kong dollars (“HK$”), rounded
to the nearest million, except as otherwise stated herein. The measurement basis used in the
preparation of the Historical Financial Information is the historical cost basis except where
stated otherwise in the accounting policies set out below.

(b) Use of estimates and judgements

The preparation of Historical Financial Information in conformity with HKFRSs requires
management to make judgements, estimates and assumptions that affect the application of
policies and reported amounts of assets, liabilities, income and expenses. The estimates and
associated assumptions are based on historical experience and various other factors that are
believed to be reasonable under the circumstances, the results of which form the basis of
making the judgements about carrying values of assets and liabilities that are not readily
apparent from other sources. Actual results may differ from these estimates.
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The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions
to accounting estimates are recognised in the period in which the estimate is revised if the
revision affects only that period, or in the period of the revision and future periods if the
revision affects both current and future periods.

Judgements made by management in the application of HKFRSs that have significant
effect on the Historical Financial Information and major sources of estimation uncertainty are
discussed in Note 3.

(c) Basis of consolidation

(i) Subsidiaries and non-controlling interests

Subsidiaries are entities controlled by the Group. The results of subsidiaries are included
in the Historical Financial Information from the date that control commences until the date that
control ceases. Merger accounting is adopted for common control combinations (see below) in
which all of the combining entities are ultimately controlled by the same controlling
shareholder both before and after the business combination and that control is not transitory.

The Group controls an entity when it is exposed, or has rights, to variable returns from its
involvement with the entity and has the ability to affect those returns through its power over
the entity. When assessing whether the Group has power, only substantive rights (held by the
Group and other parties) are considered.

Business combinations arising from transfers of interests in entities that are under the
control of the shareholder that control the Group are accounted for as if the acquisition had
occurred at the beginning of the earliest comparative period presented or, if later, at the date
that common control was established; for this purpose comparatives are restated. The assets
and liabilities acquired are recognised at the carrying amounts recognised from the controlling
shareholder’s perspective. All differences between the cost of acquisition (fair value of
consideration paid) and the amounts at which the assets and liabilities are recorded have been
recognised directly in equity as part of the other reserve.

Intra-group balances and transactions and cash flows, and any unrealised profits arising
from intragroup transactions, are eliminated in full in preparing the Historical Financial
Information. Unrealised losses resulting from intra-group transactions are eliminated in the
same way as unrealised gains, but only to the extent that there is no evidence of impairment.

Non-controlling interests represent the equity in a subsidiary not attributable directly or
indirectly to the Company, and in respect of which the Group has not agreed any additional
terms with the holders of those interests which would result in the Group as a whole having a
contractual obligation in respect of those interests that meets the definition of a financial
liability. For each business combination, the Group can elect to measure any non-controlling
interests either at fair value or at the non-controlling interest’'s proportionate share of the
subsidiary’s net identifiable assets.
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Non-controlling interests are presented in the combined statements of financial position
within equity, separately from equity attributable to the shareholders of the Company.
Non-controlling interests in the results of the Group are presented on the face of the combined
statements of profit or loss and the combined statements of comprehensive income as an
allocation of the total profit or loss and total comprehensive income for the year between
non-controlling interests and the shareholders of the Company. Loans from holders of
non-controlling interests and other contractual obligations towards these holders are
presented as financial liabilities in the combined statements of financial position in accordance
with note (f) depending on the nature of the liability.

Changes in the Group’s interests in a subsidiary that do not result in a loss of control are
accounted for as equity transactions, whereby adjustments are made to the amounts of
controlling and non-controlling interests within combined equity to reflect the change in
relative interests, but no adjustments are made to goodwill and no gain or loss is recognised.

When the Group loses control of a subsidiary, it is accounted for as a disposal of the
entire interest in that subsidiary, with a resulting gain or loss being recognised in profit or loss.
Any interest retained in that former subsidiary at the date when control is lost is recognised at
fair value and this amount is regarded as the fair value on initial recognition of a financial asset
(see note (g)) or, when appropriate, the cost on initial recognition of an investment in an
associate or joint venture (see note (c)(ii)).

In the Company’s statement of financial position, an investment in a subsidiary is stated
at cost less impairment losses (see note (k)(ii)).

(i) Associates and joint ventures

An associate is an entity in which the Group or Company has significant influence, but not
control or joint control, over its management, including participation in the financial and
operating policy decisions.

A joint venture is an arrangement whereby the Group or Company and other parties
contractually agree to share control of the arrangement and have rights to the net assets of the
arrangement.

An investment in an associate or a joint venture is accounted for in the Historical Financial
Information under the equity method, unless it is classified as held for sale (or included in a
disposal group that is classified as held for sale). Under the equity method, the investment is
initially recorded at cost, adjusted for any excess of the Group’s share of the acquisition-date
fair values of the investee’s identifiable net assets over the cost of the investment (if any).
Thereafter, the investment is adjusted for the post acquisition change in the Group’s share of
the investee’s net assets and any impairment loss relating to the investment (see note (k)(ii)).
Any acquisition-date excess over cost, the Group’s share of the post-acquisition, post-tax
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results of the investees and any impairment losses for the year are recognised in the combined
statements of profit or loss, whereas the Group’s share of the post-acquisition post-tax items
of the investees’ other comprehensive income is recognised in the combined statements of
comprehensive income. Adjustments are made on consolidation to the financial information of
associates and joint ventures where necessary to ensure consistency with the accounting
policies adopted by the Group.

When the Group’s share of losses exceeds its interest in an associate or a joint venture,
the Group’s interest is reduced to nil and recognition of further losses is discontinued except
to the extent that the Group has incurred legal or constructive obligations or made payments
on behalf of the investee. For this purpose, the Group’s interest in the associate or joint
venture is the carrying amount of the investment under the equity method together with the
Group’s long term interests that, in substance, form part of the Group’s net investment in the
associate or joint venture.

Unrealised profits and losses resulting from transactions between the Group and its
associates and joint ventures are eliminated to the extent of the Group’s interest in the
investee, except where unrealised losses provide evidence of an impairment of the asset
transferred, in which case they are recognised immediately in the combined statements of
profit or loss.

If an investment in an associate becomes an investment in a joint venture or vice versa,
the retained interest is not remeasured. Instead, the investment continues to be accounted for
under the equity method.

In all other cases, when the Group ceases to have significant influence over an associate
or joint control over a joint venture, it is accounted for as a disposal of the entire interest in that
investee, with a resulting gain or loss being recognised in profit or loss. Any interest retained
in that former investee at the date when significant influence or joint control is lost is
recognised at fair value and this amount is regarded as the fair value on initial recognition of
a financial asset (see note (f)).

In the Company’s statement of financial position, investments in an associate and joint
ventures are stated at cost less impairment losses (see note (k)(ii)).

(d) Investment properties and hotel and club properties, plant and equipment

(i) Investment properties

Investment properties are land and/or buildings which are owned or held under a
leasehold interest (see note (j)) to earn rental income and/or for capital appreciation. These
include land held for a currently undetermined future use and property that is being
constructed or developed for future use as investment property.
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Investment properties are stated in the combined statements of financial position at fair
value, unless they are still in the course of construction or development at the end of the
reporting period and their fair value cannot be reliably measured at that time. Investment
properties under development are stated at cost less impairment (see note (k)(ii)) if the fair
value cannot be measured reliably. Any gain or loss arising from a change in fair value or from
the retirement or disposal of an investment property is recognised in the combined statements
of profit or loss. Rental income from investment properties is accounted for as described in

note (p)(i).

When the Group holds a property interest under an operating lease to earn rental income
and/or for capital appreciation, the interest is classified and accounted for as an investment
property on a property-by-property basis. Any such property interest which has been classified
as an investment property is accounted for as if it were held under a finance lease (see note
(j)), and the same accounting policies are applied to that interest as are applied to other
investment properties leased under finance leases. Lease payments are accounted for as
described in note (j).

(i) Hotel and club properties, plant and equipment

Hotel and club properties, plant and equipment are stated at cost less accumulated
depreciation and impairment losses (see note (k)(ii)). Hotel properties under development
are stated at cost less impairment losses (see note (k)(ii)).

(iii) Gains or losses arising from the retirement or disposal of an item of investment properties
and hotel and club properties, plant and equipment are determined as the difference
between the net disposal proceeds and the carrying amount of the asset and are
recognised in the combined statements of profit or loss on the date of retirement or
disposal.

(e) Depreciation of investment properties and hotel and club properties, plant and
equipment

Depreciation is calculated to write-off the cost of items of investment properties and hotel
and club properties, plant and equipment, less their estimated residual value, if any, using a
straight line method over their estimated useful lives as follows:

(i) Investment properties

No depreciation is provided on investment properties.

(iiy Hotel and club properties, property and equipment

Depreciation is provided on the cost of the leasehold land of hotel and club properties
over the unexpired period of the lease. Costs of buildings thereon are depreciated on a straight
line basis over their estimated useful lives of not more than 40 years.
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Depreciation of hotel properties under development commences when they are available
for use.

Depreciation is provided on a straight line basis over their estimated useful lives of
property and equipment of 3 to 25 years.

Where parts of an item of hotel and club properties, plant and equipment have different
useful lives, the cost or valuation of the item is allocated on a reasonable basis between the
parts and each part is depreciated separately. Both the useful life of an asset and its residual
value, if any, are reviewed annually.

(f) Financial instruments

Financial assets and financial liabilities are recognised in the combined statements of
financial position when a group entity becomes a party to the contractual provisions of the
instrument. Financial assets and financial liabilities are initially measured at fair value.

A financial asset or financial liability (unless it is a trade receivable without a significant
financing component) is initially measured at fair value plus, for an item not at fair value
through profit of loss (“FVTPL”), transaction costs that are directly attributable to its acquisition
or issue. A trade receivable without a significant financing component is initially measured at
the transaction price.

(i) Classification and measurement of financial assets

On initial recognition, a financial asset is classified as measured at: amortised cost; fair
value through other comprehensive income (“FVOCI”) - debt investment; FVOCI - equity
investment; or FVTPL.

Financial assets are not reclassified subsequent to their initial recognition, except if and
in the period the Group changes its business model for managing financial assets.

A financial asset is measured at amortised cost if it meets both of the following conditions
and is not designated as at FVTPL:

— the asset is held within a business model whose objective is to hold assets to collect
contractual cash flows; and

— the contractual terms of the financial asset give rise on specified dates to cash flows
that are solely payments of principal and interest on the principal amount
outstanding.
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On initial recognition of an equity investment that is not held for trading, the Group may
irrevocably elect to present subsequent changes in the investment’s fair value in OCI. This
election is made on an investment-by-investment basis.

All financial assets not classified and measured at amortised cost or FVOCI as described
above are measured at FVTPL. On initial recognition, the Group may irrevocably designate a
financial asset that otherwise meets the requirements to be measured at amortised cost or at
FVOCI as at FVTPL if doing so eliminates or significantly reduces an accounting mismatch that
would otherwise arise.

Financial assets: Business model assessment

The Group makes an assessment of the objective of the business model in which a
financial asset is held at a portfolio level because this best reflects the way the business is
managed and information is provided to management. The information considered includes:

— the stated policies and objectives for the portfolio and the operation of those policies
in practice. These include whether management’s strategy focuses on earning
contractual interest income, maintaining a particular interest rate profile, matching
the duration of the financial assets to the duration of any related liabilities or
expected cash outflows or realising cash flows through the sale of the assets;

— how the performance of the portfolio is evaluated and reported to the Group’s
management;

— the risks that affect the performance of the business model (and the financial assets
held within that business model) and how those risks are managed;

— how managers of the business are compensated - e.g. whether compensation is
based on the fair value of the assets managed or the contractual cash flows
collected; and

— the frequency, volume and timing of sales of financial assets in prior periods, the
reasons for such sales and expectations about future sales activity.

Transfers of financial assets to third parties in transactions that do not qualify for
derecognition are not considered sales for this purpose, consistent with the Group’s continuing
recognition of the assets.
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Financial assets that are held for trading or are managed and whose performance is
evaluated on a fair value basis are measured at FVTPL.

Financial assets: Assessment whether contractual cash flows are solely payments of principal
and interest

For the purposes of this assessment, ‘principal’ is defined as the fair value of the financial
asset on initial recognition. ‘Interest’ is defined as consideration for the time value of money
and for the credit risk associated with the principal amount outstanding during a particular
period of time and for other basic lending risks and costs (e.g. liquidity risk and administrative
costs), as well as a profit margin.

In assessing whether the contractual cash flows are solely payments of principal and
interest, the Group considers the contractual terms of the instrument. This includes assessing
whether the financial asset contains a contractual term that could change the timing or amount
of contractual cash flows such that it would not meet this condition. In making this assessment,
the Group considers:

— contingent events that would change the amount or timing of cash flows;

— terms that may adjust the contractual coupon rate, including variable rate features;

— prepayment and extension features; and

— terms that limit the Group’s claim to cash flows from specified assets (e.g.
non-recourse features).

A prepayment feature is consistent with the solely payments of principal and interest
criterion if the prepayment amount substantially represents unpaid amounts of principal and
interest on the principal amount outstanding, which may include reasonable additional
compensation for early termination of the contract. Additionally, for a financial asset acquired
at a significant discount or premium to its contractual par amount, a feature that permits or
requires prepayment at an amount that substantially represents the contractual par amount
plus accrued (but unpaid) contractual interest (which may also include reasonable additional
compensation for early termination) is treated as consistent with this criterion if the fair value
of the prepayment feature is insignificant at initial recognition.
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Financial assets: Subsequent measurement and gains and losses

Financial assets at FVTPL These assets are subsequently measured at fair value.
Net gains and losses, including any interest or dividend
income, are recognised in profit or loss.

Financial assets at amortised These assets are subsequently measured at amortised
cost cost using the effective interest method. The amortised
cost is reduced by impairment losses. Interest income,
foreign exchange gains and losses and impairment are
recognised in profit or loss. Any gain or loss on

derecognition is recognised in profit or loss.

Equity investments at FVOCI These assets are subsequently measured at fair value.
Dividends are recognised as income in profit or loss
unless the dividend clearly represents a recovery of part
of the cost of the investment. Other net gains and losses
are recognised in OCI and are never reclassified to profit
or loss.

The Group has designated all investments in equity instruments (listed or unlisted) that
are not held for trading as at FVOCI.

(i) Derecognition of financial assets

The Group derecognises a financial asset when the contractual rights to the cash flows
from the financial asset expire, or it transfers the rights to receive the contractual cash flows
in a transaction in which substantially all of the risks and rewards of ownership of the financial
asset are transferred or in which the Group neither transfers nor retains substantially all of the
risks and rewards of ownership and it does not retain control of the financial asset.

The Group enters into transactions whereby it transfers assets recognised on its
combined statements of financial position, but retains either all or substantially all of the risks
and rewards of the transferred assets. In such cases, the transferred assets are not
derecognised.

(iii) Classification and measurement of financial liabilities

Financial liabilities are classified as measured at amortised cost or FVTPL. A financial
liability is classified as at FVTPL if it is classified as held-for-trading, it is a derivative or it is
designated as such on initial recognition. Financial liabilities at FVTPL are measured at fair
value and net gains and losses, including any interest expense, are recognised in profit or
loss. Other financial liabilities are subsequently measured at amortised cost using the effective
interest method. Interest expense and foreign exchange gains and losses are recognised in
profit or loss. Any gain or loss on derecognition is also recognised in profit or loss.
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(iv) Derecognition of financial liabilities

The Group derecognises a financial liability when its contractual obligations are
discharged or cancelled, or expire.

The Group also derecognises a financial liability when its terms are modified and the cash
flows of the modified liability are substantially different. In this case, a new financial liability
based on the modified terms is recognised at fair value. The difference between the carrying
amount of the financial liability extinguished and the new financial liability with modified terms
is recognised in profit or loss.

(v) Offsetting

Financial assets and financial liabilities are offset and the net amount presented in the
combined statements of financial position when, and only when, the Group currently has a
legally enforceable right to set off the amounts and it intends either to settle them on a net
basis or to realise the asset and settle the liability simultaneously.

Income and expenses are presented on a net basis only when permitted under HKFRSs,
or for gains and losses arising from a group of similar transactions such as in the Group’s
trading.

(9) Investments in debt and equity securities

The Group’s and the Company’s policies for investments in debt and equity securities,
other than investments in subsidiaries, associates and joint ventures, are as follows:

The ‘equity investments’ caption in the combined statements of financial position
includes:

— equity investment securities mandatorily measured at FVTPL or designated as at
FVTPL; these are at fair value with changes recognised immediately in profit or loss;
and

— equity investment securities designated as at FVOCI.

The Group elects to present in OCI changes in the fair value of investments in equity
instruments that are not held for trading. The election is made on an instrument-by-instrument
basis on initial recognition and is irrevocable.

Gains and losses on such equity instruments are never reclassified to profit or loss and
no impairment is recognised in profit or loss. Dividends are recognised in profit or loss unless
they clearly represent a recovery of part of the cost of the investment, in which case they are
recognised in OCI. Cumulative gains and losses recognised in OCI are transferred to retained
earnings on disposal of an investment.
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Investments in equity securities (other than investments in subsidiaries, associates and
joint ventures) are initially stated at fair value, which is their transaction price unless it is
determined that the fair value at initial recognition differs from the transaction price and that
fair value is evidenced by a quoted price in an active market for an identical asset or liability
or based on a valuation technique that uses only data from observable markets.

(h) Derivative financial instruments

Derivative financial instruments are recognised initially at fair value. At the end of each
reporting period, the fair value is remeasured. The gain or loss on remeasurement to fair value
is recognised immediately in profit or loss, except where the derivatives qualify for cash flow
hedge accounting or hedge the net investment in a foreign operation, in which case recognition
of any resultant gain or loss depends on the nature of the item being hedged (see note (i)).

At inception of designated hedging relationships, the Group documents the risk
management objective and strategy for undertaking the hedge. The Group also documents the
economic relationship between the hedged item and the hedging instrument, including whether
the changes in cash flows of the hedged item and hedging instrument are expected to offset
each other.

(i) Hedging

(i)  Fair value hedge

A fair value hedge is a hedge of the exposure to changes in fair value of a recognised
asset or liability or an unrecognised firm commitment, or an identified portion of such an asset,
liability or firm commitment, that is attributable to a particular risk and could affect the
combined statements of profit or loss. The gain or loss from remeasuring the hedging
instrument at fair value together with the gain or loss on the hedged item attributable to the
hedged risk are recorded in the combined statements of profit or loss.

(ii) Cash flow hedge

Where a derivative financial instrument is designated as a hedge of the variability in cash
flows of a recognised asset or liability or a highly probable forecast transaction or the foreign
currency risk of a committed future transaction, the effective portion of any gain or loss on
remeasurement of the derivative financial instrument to fair value is recognised directly in
other comprehensive income and accumulated separately in equity. The ineffective portion of
any gain or loss is recognised immediately in the profit or loss.

If a hedge of a forecast transaction subsequently results in the recognition of a
non-financial asset or non-financial liability, the associated gain or loss is reclassified from
equity to be included in the initial cost or other carrying amount of the non-financial asset or
liability.
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If a hedge of a forecast transaction subsequently results in the recognition of a financial
asset or a financial liability, the associated gain or loss is reclassified from equity to the
combined statements of profit or loss in the same period or periods during which the asset
acquired or liability assumed affects the combined statements of profit or loss (such as when
interest income or expense is recognised).

For cash flow hedges, other than those covered by the preceding two policy statements,
the associated gain or loss is reclassified from equity to the combined statements of profit or
loss in the same period or periods during which the hedged forecast transaction affects profit
or loss.

When a hedging instrument expires or is sold, terminated or exercised, or the Group
revokes designation of the hedge relationship but the hedged forecast transaction is still
expected to occur, the cumulative gain or loss at that point remains in equity until the
transaction occurs and it is recognised in accordance with the above policy. If the hedged
transaction is no longer expected to take place, the cumulative unrealised gain or loss is
reclassified from equity to the combined statements of profit or loss immediately.

() Leased assets

An arrangement comprising a transaction or a series of transactions is or contains a lease
if the Group determines that the arrangement conveys a right to use a specific asset or assets
for an agreed period of time in return for a payment or a series of payments. Such a
determination is made based on an evaluation of the substance of the arrangement and is
regardless of whether the arrangement takes the legal form of a lease.

(i) Classification of leased assets

Assets that are held by the Group under leases which transfer to the Group substantially
all the risks and rewards of ownership are classified as being held under finance leases.
Leases which do not transfer substantially all the risks and rewards of ownership to the Group
are classified as operating leases, with the following exceptions:

— property held under operating leases that would otherwise meet the definition of an
investment property is classified as an investment property on a
property-by-property basis and, if classified as an investment property, is accounted
for as if held under a finance lease (see note (d)(i)); and

— land held for own use under an operating lease, the fair value of which cannot be
measured separately from the fair value of a building situated thereon at the
inception of the lease, is accounted for as being held under a finance lease, unless
the building is also clearly held under an operating lease. For these purposes, the
inception of the lease is the time that the lease was first entered into by the Group,
or taken over from the previous lessee.
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(ii) Assets held under operating leases

Where the Group has the use of assets held under operating leases, payments made
under the leases are charged to profit or loss in equal instalments over the accounting periods
covered by the lease term, except where an alternative basis is more representative of the
pattern of benefits to be derived from the leased asset. Lease incentives received are
recognised in profit or loss as an integral part of the aggregate net lease payments made.
Contingent rentals are charged to profit or loss in the accounting period in which they are
incurred.

The cost of acquiring land held under an operating lease is amortised on a straight-line
basis over the period of the lease term except where the property is classified as an
investment property (see note (d)(i)) or is held for development for sale (see note (I)(ii)).

(iii) Assets held under finance leases

Where the Group acquires the use of assets under finance leases, the amounts
representing the fair value of the leased asset, or, if lower, the present value of the minimum
lease payments, of such assets are included in recognised as plant and equipment and the
corresponding liabilities, net of finance charges, are recorded as obligations under finance
leases. Depreciation is provided at rates which write off the cost or valuation of the assets over
the term of the relevant lease or, where it is likely the Group will obtain ownership of the asset,
the life of the asset, as set out in note (e). Impairment losses are accounted for in accordance
with the accounting policy as set out in note (k)(ii). Finance charges implicit in the lease
payments are charged to profit or loss over the period of the leases so as to produce an
approximately constant periodic rate of charge on the remaining balance of the obligations for
each accounting period. Contingent rentals are charged to profit or loss in the accounting
period in which they are incurred.

(k) Impairment of assets

(i) Impairment of financial assets

The Group recognises loss allowances for expected credit loss (“ECL”) on financial
assets measured at amortised cost.

The Group measures loss allowances at an amount equal to lifetime ECL. Loss
allowances for trade receivables are always measured at an amount equal to lifetime ECL.

When determining whether the credit risk of a financial asset has increased significantly
since initial recognition and when estimating ECL, the Group considers reasonable and
supportable information that is relevant and available without undue cost or effort. This
includes both quantitative and qualitative information and analysis, based on the Group’s
historical experience and informed credit assessment and including forward-looking
information.

— 141 —



APPENDIX | ACCOUNTANTS’ REPORT

Lifetime ECLs are the ECLs that result from all possible default events over the expected
life of a financial instrument.

12-month ECLs are the portion of ECL that results from default events on a financial
instrument that are possible within the 12 months after the reporting date (or a shorter period
if the expected life of the instrument is less than 12 months).

In all cases, the maximum period considered when estimating ECLs is the maximum
contractual period over which the Group is exposed to credit risk.

Measurement of ECLs

ECLs are a probability-weighted estimate of credit losses. Credit losses are measured as
the present value of all cash shortfalls (i.e. the difference between the cash flows due to the
entity in accordance with the contract and the cash flows that the Group expects to receive).

Credit-impaired financial assets

At each reporting date, the Group assesses on a forward looking basis whether financial
assets carried at amortised cost and debt financial assets carried at FVOCI are credit -
impaired. A financial asset is ‘credit-impaired’ when one or more events that have a detrimental
impact on the estimated future cash flows of the financial asset have occurred.

Evidence that a financial asset is credit-impaired includes the following observable data:

— significant financial difficulty of the borrower or issuer;

— a breach of contract such as a default or past due event;

— the restructuring of a loan or advance by the Group on terms that the Group would
not consider otherwise;

— it is becoming probable that the borrower will enter bankruptcy or other financial
reorganisation; or the disappearance of an active market for a security because of
financial difficulties.

Presentation of allowance for ECL in the combined statements of financial position

Loss allowances for financial assets measured at amortised cost are deducted from the
gross carrying amount of the assets.
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Write-off

The gross carrying amount of a financial asset is written off (either partially or in full) to
the extent that there is no realistic prospect of recovery. This is generally the case when the
Group determines that the debtor does not have assets or sources of income that could
generate sufficient cash flows to repay the amounts subject to the write-off. However, financial
assets that are written off could still be subject to enforcement activities in order to comply with
the Group’s procedures for recovery of amounts due.

(i) Impairment of non-financial assets

The carrying amounts of non-financial assets, other than properties carried at revalued
amounts (including investments in subsidiaries in the Company’s statement of financial
position, investments in associates and joint ventures accounted for under the equity method
(see note (c)(ii)) and deferred tax assets, are reviewed at the end of each reporting period to
determine whether there is any indication of impairment. If any such indication exists, the
recoverable amount is estimated. In addition, for goodwill, intangible assets that are not yet
available for use and intangible assets that have indefinite useful lives, the recoverable
amount is estimated annually whether or not there is any indication of impairment.

— Calculation of recoverable amount

The recoverable amount of an asset is the greater of its fair value less costs of disposal
and value in use. In assessing value in use, the estimated future cash flows are discounted to
their present value using a pre-tax discount rate that reflects current market assessments of
the time value of money and the risks specific to the asset. Where an asset does not generate
cash inflows largely independent of those from other assets, the recoverable amount is
determined for the smallest group of assets that generates cash inflows independently (i.e. a
cash-generating unit).

— Recognition of impairment losses

An impairment loss is recognised in profit or loss if the carrying amount of an asset, or
the cash-generating unit to which it belongs, exceeds the recoverable amount. Impairment
losses recognised in respect of cash-generating units are allocated first to reduce the carrying
amount of any goodwill allocated to the cash-generating unit (or group of units) and then, to
reduce the carrying amount of the other assets in the unit (or group of units) on a pro rata
basis, except that the carrying value of an asset will not be reduced below its individual fair
value less costs of disposal (if measurable), or value in use (if determinable).

— Reversals of impairment losses
In respect of assets other than goodwill, an impairment loss is reversed if there has been
a favourable change in the estimates used to determine the recoverable amount. An

impairment loss in respect of goodwill is not reversed (including those provided during the
interim financial reporting).
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A reversal of an impairment loss is limited to the asset’s carrying amount that would have
been determined had no impairment loss been recognised in prior years. Reversals of
impairment losses are credited to profit or loss in the year in which the reversals are
recognised.

(I) Properties for sale

(i) Completed properties for sale

Completed properties for sale are stated at the lower of cost and net realisable value.
Cost is determined by apportionment of the total development costs, including borrowing costs
capitalised (see note (q)), attributable to unsold units. Net realisable value is estimated by the
management, based on prevailing market conditions which represents the estimated selling
price less costs to be incurred in selling the property. Cost of completed properties for sale
comprises all costs of purchase, costs of conversion and costs incurred in bringing the
inventories to their present location and condition.

The amount of any write down of or provision for properties held for sale is recognised as
an expense in the period the write down or loss occurs. The amount of any reversal of any write
down or provision arising from an increase in net realisable value is recognised in the
combined statements of profit or loss in the period in which the reversal occurs.

(ii) Properties under development for sale

Properties under development for sale are classified as current assets and stated at the
lower of cost and net realisable value. Cost includes identified costs including the acquisition
cost of land, aggregate cost of development, borrowing costs capitalised (see note (q)),
material and supplies, wages, other direct expenses and an appropriate proportion of
overheads. Net realisable value is estimated by management, taking into account the expected
price that can ultimately be achieved, based on prevailing market conditions and the
anticipated costs of completion and costs to be incurred in selling the property.

The amount of any write down of or provision for properties under development for sale
is recognised as an expense in the period the write down or loss occurs. The amount of any
reversal of any write down or provision arising from an increase in net realisable value is
recognised in the combined statements of profit or loss in the period in which the reversal
occurs.

(m) Inventories

Inventories are stated at the lower of cost and net realisable value. Cost comprises all
costs of purchase, cost of conversion and other costs incurred in bringing the inventories to
their present location and condition. Net realisable value is estimated by the management,
based on the expected selling price in the ordinary course of business less the anticipated
costs of completion and the estimated costs necessary to make the sale.
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(n) Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand, demand deposits with
banks and other financial institutions and short-term, highly liquid investments that are readily
convertible into known amounts of cash and which are subject to an insignificant risk of
changes in value, having been within three months of maturity at acquisition.

(o) Foreign currencies

Foreign currency transactions during the year are translated into Hong Kong dollars at the
exchange rates ruling at the transaction dates. Monetary foreign currency balances and the
statements of financial position of foreign operations are translated into Hong Kong dollars at
the exchange rates ruling at the end of the reporting period. Non-monetary assets and
liabilities denominated in foreign currencies that are stated at fair value are translated using
the foreign exchange rates ruling at the dates the fair value was measured.

The results of foreign operations are translated into Hong Kong dollars at the monthly
weighted average exchange rates for the year. Combined statements of financial position
items, including goodwill arising on consolidation of foreign operations acquired on or after 1
January 2005, are translated into Hong Kong dollars at the closing foreign exchange rates at
the end of the reporting period. Differences arising from the translation of the financial
statements of foreign operations are recognised in other comprehensive income and
accumulated separately in equity in the exchange reserve and those arising from the financing
of properties under development by foreign currency borrowings are capitalised as part of the
development costs. All other exchange differences are dealt with in the combined statements
of profit or loss .

On disposal of a foreign operation, the cumulative amount of the exchange differences
recognised in equity which relate to that foreign operation is reclassified from equity to the
combined statements of profit or loss and is included in the calculation of the profit or loss on
disposal.

(p) Recognition of revenue

Revenue is measured at the fair value of the consideration received or receivable.
Provided it is probable that the economic benefits will flow to the Group and the revenue and
costs, if applicable, can be measured reliably, revenue is recognised in the combined
statements of profit or loss as follows:

(i) Rental income under operating leases is recognised in equal instalments over the
accounting periods covered by the lease term, except where an alternative basis is
more representative of the pattern of benefits to be derived from the use of the
leased asset. Lease incentives granted are recognised as an integral part of the
aggregate net lease payments receivable. Contingent rentals are recognised in the
accounting period in which they are earned.
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(i) Income arising from the sale of properties held for sale is recognised upon the later
of the execution of the formal sale and purchase agreement and the issue of
occupation permit/completion certificate by the relevant government authorities,
which is taken to be the point in time when the risks and rewards of ownership of the
property have passed to the buyer. Deposits and instalments received on properties
sold prior to the date of revenue recognition are included in the combined statements
of financial position.

(iii) Dividend income from unlisted investments is recognised when the shareholder’s
right to receive payment is established.

Dividend income from listed investments is recognised when the share price of the
investment goes ex-dividend.

(iv) Interest income is recognised as it accrues using the effective interest method.

(v) Income received in advance attributable to long term service contracts is deferred
and recognised over the contract period on a straight line basis.

(q) Borrowing costs

Borrowing costs that are directly attributable to the acquisition, construction or production
of an asset which necessarily takes a substantial period of time to get ready for its intended
use or sale are capitalised as part of the cost of that asset. Other borrowing costs are
expensed in the period in which they incurred.

The capitalisation of borrowing costs as part of the cost of a qualifying asset commences
when expenditure for the asset is being incurred, borrowing costs are being incurred and
activities that are necessary to prepare the asset for its intended use or sale are in progress.
Capitalisation of borrowing costs is suspended or ceases when substantially all the activities
necessary to prepare the qualifying asset for its intended use or sale are interrupted or
complete.

(r) Income tax

(i) Income tax for the year comprises current tax and movements in deferred tax assets and
liabilities. Current tax and movements in deferred tax assets and liabilities are recognised
in the combined statements of profit or loss except to the extent that they relate to items
recognised in other comprehensive income or directly in equity, in which case the relevant
amounts of tax are recognised in other comprehensive income or directly in equity,
respectively.

(i) Current tax is the expected tax payable on the taxable income for the year, using tax rates
enacted or substantively enacted at the end of the reporting period, and any adjustment
to tax payable in respect of previous years.
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(iif)

(iv)

Deferred tax assets and liabilities arise from deductible and taxable temporary
differences between the carrying amounts of assets and liabilities for financial reporting
purposes and the tax bases respectively. Deferred tax assets also arise from unused tax
losses and unused tax credits.

Apart from certain limited exceptions, all deferred tax liabilities and all deferred tax
assets, to the extent that it is probable that future taxable profits will be available against
which the asset can be utilised, are recognised. Future taxable profits that may be
capable to support the recognition of deferred tax assets arising from deductible
temporary differences include those that will arise from the reversal of existing taxable
temporary differences.

The limited exceptions to recognition of deferred tax assets and liabilities are those
temporary differences arising from goodwill not deductible for tax purposes and the initial
recognition of assets or liabilities that affect neither accounting nor taxable profit
(provided that they are not part of a business combination).

Where investment properties are carried at their fair value in accordance with the
accounting policy set out in note (d)(i), the amount of deferred tax recognised is
measured using the tax rates that would apply on sale of those assets at their carrying
value at the reporting period unless the property is depreciable and is held within a
business model whose objective is to consume substantially all of the economic benefits
embodied in the property over time, rather than through sale. In all other cases, the
amount of deferred tax recognised is measured based on the expected manner of
realisation or settlement of the carrying amount of the assets and liabilities, using tax
rates enacted or substantively enacted at the end of the reporting period. Deferred tax
assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at the end of each reporting
period and is reduced to the extent that it is no longer probable that sufficient taxable
profits will be available to allow the related tax benefit to be utilised. Any such reduction
is reversed to the extent that it becomes probable that sufficient taxable profits will be
available.

Additional income taxes that will probably arise from the distribution of dividends are
recognised when the related dividends are likely to be payable in the foreseeable future.

Current tax balances and deferred tax balances, and movements therein, are presented
separately from each other and are not offset. Current tax assets are offset against
current tax liabilities and deferred tax assets against deferred tax liabilities if, and only if,
the Group has the legally enforceable right to set off current tax assets against current tax
liabilities and the following additional conditions are met:

— in the case of current tax assets and liabilities, the Company or the Group intends

either to settle on a net basis, or to realise the asset and settle the liability
simultaneously; or
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in the case of deferred tax assets and liabilities, if they relate to income taxes levied
by the same taxation authority on either:

— the same taxable entity; or

— different taxable entities, which, in each future period in which significant
amounts of deferred tax liabilities or assets are expected to be settled or
recovered, intend to realise the current tax assets and settle the current tax
liabilities on a net basis or realise and settle simultaneously.

(s) Related parties

(i)

(if)

A person, or a close member of that person’s family, is related to the Group if that
person:

(a) has control or joint control over the Group;
(b) has significant influence over the Group; or

(c) is a member of the key management personnel of the Group or the Group’s
parent.

An entity is related to the Group if any of the following conditions applies:

(a) The entity and the Group are members of the same Group (which means that
each parent, subsidiary and fellow subsidiary is related to the others).

(b) One entity is an associate or joint venture of the other entity (or an associate
or a joint venture of a member of a Group of which the other entity is a member).

(c) Both entities are joint ventures of the same third party.

(d) One entity is a joint venture of a third entity and the other entity is an associate
of the third entity.

(e) The entity is a post-employment benefit plan for the benefit of employees of
either the Group or an entity related to the Group.

(f) The entity is controlled or jointly controlled by a person identified in (i).
(g) A person identified in (i)(a) has significant influence over the entity or is a
member of the key management personnel of the entity (or of a parent of the

entity).

(h) The entity, or any member of a Group of which it is a part, provides key
management personnel services to the Group or to the Group’s parent.
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(t) Financial guarantees issued, provisions and contingent liabilities

(i)  Financial guarantees issued

Financial guarantees are contracts that require the issuer (i.e. the guarantor) to make
specified payments to reimburse the beneficiary of the guarantee (the “holder”) for a loss the
holder incurs because a specified debtor fails to make payment when due in accordance with
the terms of a debt instrument.

Where the Group issues a financial guarantee, the fair value of the guarantee is initially
recognised as deferred income within trade and other payables. The fair value of financial
guarantees issued at the time of issuance is determined by reference to fees charged in an
arm’s length transaction for similar services, when such information is obtainable, or is
otherwise estimated by reference to interest rate differentials, by comparing the actual rates
charged by lenders when the guarantee is made available with the estimated rates that lenders
would have charged, had the guarantees not been available, where reliable estimates of such
information can be made. Where consideration is received or receivable for the issuance of the
guarantee, the consideration is recognised in accordance with the Group’s policies applicable
to that category of asset. Where no such consideration is received or receivable, an immediate
expense is recognised in profit or loss on initial recognition of any deferred income.

The amount of the guarantee initially recognised as deferred income is amortised in profit
or loss over the term of the guarantee as income from financial guarantees issued. In addition,
provisions are recognised in accordance with note (t)(ii) if and when (i) it becomes probable
that the holder of the guarantee will call upon the Group under the guarantee, and (ii) the
amount of that claim on the Group is expected to exceed the amount currently carried in trade
and other payables in respect of that guarantee, i.e. the amount initially recognised, less
accumulated amortisation.

(iiy Other provisions and contingent liabilities

Provisions are recognised for other liabilities of uncertain timing or amount when the
Group or the Company has a legal or constructive obligation arising as a result of a past event,
it is probable that an outflow of economic benefits will be required to settle the obligation and
a reliable estimate can be made. Where the time value of money is material, provisions are
stated at the present value of the expenditure expected to settle the obligation.

Where it is not probable that an outflow of economic benefits will be required, or the
amount cannot be estimated reliably, the obligation is disclosed as a contingent liability, unless
the probability of outflow of economic benefits is remote. Possible obligations, whose
existence will only be confirmed by the occurrence or non-occurrence of one or more future
events are also disclosed as contingent liabilities unless the probability of outflow of economic
benefits is remote.
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(u) Segment reporting

Operating segments, and the amounts of each segment item reported in the Historical
Financial Information, are identified from the financial information provided regularly to the
Group’s top management for the purposes of allocating resources to, and assessing the
performance of, the Group’s various lines of business and geographical locations.

Individually material operating segments are not aggregated for financial reporting
purposes unless the segments have similar economic characteristics and are similar in respect
of the nature of products and services, the nature of production processes, the type or class
of customers, the methods used to distribute the products or provide the services, and the
nature of the regulatory environment. Operating segments which are not individually material
may be aggregated if they share a majority of these criteria.

(v) Employee benefits and contributions to defined contribution retirement plans

Short-term employee benefits, including salaries, annual bonuses, paid annual leave,
leave passage, contributions to defined contribution retirement plans and the cost of
non-monetary benefits are accrued in the year in which the associated services are rendered
by employees of the Group. Where payment or settlement is deferred and the effect would be
material, these amounts are stated at their present values.

3 Accounting judgements and estimates

Critical accounting judgements in applying the Group’s accounting policies

In the process of applying the Group’s accounting policies, management has made the
following accounting judgements:

Note 26 contain information about the assumptions and their risk relating to financial
instruments. Other key sources of estimation uncertainty are as follows:

— Valuation of investment properties

Investment properties are included in the combined statements of financial position at
their market value, unless they are still in the course of construction or development at the end
of the reporting period and their fair value cannot be reliably determined at that time. The
market value of investment properties is assessed annually by independent qualified valuers,
after taking into consideration the net income allowing for reversionary potential and
redevelopment potential of the properties.

The assumptions adopted in the property valuations are based on the market conditions
existing at the end of the reporting period, with reference to current market sales prices and
the appropriate capitalisation rate.
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— Assessment of the useful economic lives for depreciation of hotel and club properties,
plant and equipment

In assessing the estimated useful lives of hotel and club properties, plant and equipment,
management takes into account factors such as the expected usage of the asset by the Group
based on past experience, the expected physical wear and tear (which depends on operational
factors), technical obsolescence arising from changes or improvements in production or from
a change in the market demand for the product or service output of the asset. The estimation
of the useful life is a matter of judgement based on the experience of the Group.

Management reviews the useful lives of hotel and club properties, plant and equipment
annually and if expectations are significantly different from previous estimates of useful
economic lives, the useful lives and, therefore, the depreciation rate for the future periods will
be adjusted accordingly.

— Assessment of impairment of non-current assets

Management assesses the recoverable amount of each asset based on its value in use
(using relevant rates) or on its net selling price (by reference to market prices), depending
upon the anticipated future plans for the asset. Estimating the value in use of an asset involves
estimating the future cash inflows and outflows to be derived from continuing use of the asset
and from its ultimate disposal and applying the appropriate discount rate to these future cash
flows. Cash flow projections for the remaining useful life of the asset and the most recent
financial budgets/forecasts are approved by management.

— Assessment of provision for properties for sale

Management determines the net realisable value of properties for sale by using (i)
prevailing market data such as most recent sale transactions and market survey reports
available from independent property valuers; and (ii) internal estimates of costs based on
quotes by suppliers.

Management’s assessment of the net realisable value of properties under development
for sale requires the application of a risk-adjusted discount rate to estimate future discounted
cash flows to be derived from the properties under development for sale. These estimates
require judgement as to the anticipated sale prices by reference to recent sale transactions in
nearby locations, rate of new property sales, marketing costs (including price discounts
required to stimulate sales) and the expected costs to completion of properties, the legal and
regulatory framework and general market conditions. The Group’s estimates may be
inaccurate and estimates may need to be adjusted in later periods.

— Recognition of deferred tax assets
The recognition of deferred tax assets requires formal assessment by the Group of the
future profitability of related operations. In making this judgement, the Group evaluates,

amongst other factors, the forecast financial performance, changes in technology and
operational and financing cashflows.
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4  Segment information

The Group manages its diversified businesses according to the nature of services and
products provided. Management has determined three reportable operating segments for
measuring performance and allocating resources. The segments are investment properties,
development properties and hotels. No operating segments have been aggregated to form the
reportable segments.

Investment properties segment primarily includes property leasing operations. Currently,
the Group’s properties portfolio, which mainly consists of retail, office and serviced apartments
is primarily located in Hong Kong.

Development properties segment encompasses activities relating to the acquisition,
development, design, construction, sales and marketing of the Group’s trading properties in
the PRC.

Hotels segment includes hotel operations in Hong Kong and the People’s Republic of
China.

Management evaluates performance primarily based on operating profit as well as the
equity share of results of an associate and joint ventures of each segment. Inter-segment
pricing is generally determined on an arm’s length basis.

Segment business assets principally comprise all tangible assets and current assets
directly attributable to each segment with the exception of bank deposits and cash, certain
financial investments, deferred tax assets, amounts due from the immediate holding company
and fellow subsidiaries and other derivative financial assets.

Revenue and expenses are allocated with reference to sales generated by those
segments and expenses incurred by those segments or which arise from the depreciation of
assets attributable to those segments.
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(b) Analysis of segment business assets

As at
As at 31 December 30 June
2014 2015 2016 2017

HK$ Million HKS$ Million HKS$ Million HK$ Million

Investment properties . ................. 229,725 236,224 244,871 245,866
Development properties ................ 9,772 6,885 5,710 4,714
Hotels. . ....... ... .. . . . . . . . ... 6,075 6,246 6,983 7,667
Total segment business assets. . ......... 245,572 249,355 257,564 258,247
Unallocated corporate assets . ... ........ 14,901 13,615 7,898 5,810
Totalassets . ........... ... ... ........ 260,473 262,970 265,462 264,057

Unallocated corporate assets mainly comprise equity investments, deferred tax assets,
bank deposits and cash, amounts due from the immediate holding company and fellow
subsidiaries and other derivative financial assets.

Segment assets held through an associate and joint ventures included in the above are:

As at
As at 31 December 30 June
2014 2015 2016 2017

HK$ Million HKS$ Million HKS$ Million HK$ Million

Development properties ................ 4,186 3,647 3,225 3,243

(c) Other segment information

Capital expenditure

Year ended 31 December Six months ended 30 June

2014 2015 2016 2016 2017

HK$ Million HKS$ Million HK$ Million HK$ Million HK$ Million
(unaudited)

Investment properties . ....... 7,030 1,408 7,770 7,101 490
Development properties ... ... — — — — —
Hotels..................... 760 372 989 286 683
Group total. ................ 7,790 1,780 8,759 7,387 1,173
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Segment total. . .............
Investment and others........

Group total . . ...............

The Group had no significant non-cash expenses other

amortisation.

(d)

Hong Kong.................
The PRC...................
Singapore. . ......... . ... ..

Group total. ................

Hong Kong.................
The PRC...................
Singapore......... ... ... ..

Group total. ................

Depreciation and amortisation

Year ended 31 December Six months ended 30 June

2014 2015 2016 2016 2017
HKS$ Million HKS$ Million HK$ Million HKS$ Million HKS$ Million
(unaudited)
13 21 21 11 10
166 165 152 76 62
179 186 173 87 72
3 3 3 1 1
182 189 176 88 73

Geographical information

than depreciation and

Revenue

Year ended 31 December Six months ended 30 June

2014 2015 2016 2016 2017
HKS$ Million HKS$ Million HKS$ Million HKS$ Million HKS$ Million
(unaudited)
12,829 13,474 14,200 7,020 7,296
4,575 4,064 2,606 1,752 2,221
33 38 45 32 29
17,437 17,576 16,851 8,804 9,546

Operating profit

Year ended 31 December Six months ended 30 June

2014 2015 2016 2016 2017
HK$ Million HKS$ Million HK$ Million HK$ Million HKS$ Million
(unaudited)
9,841 10,640 11,328 5,681 5,876
542 1,081 451 445 1,145
33 38 45 32 29
10,416 11,759 11,824 6,158 7,050
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Specified non-current assets

As at
As at 31 December 30 June
2014 2015 2016 2017

HK$ Million HKS$ Million HKS$ Million HK$ Million

Hong Kong......... ... . ... ... ... .... 232,451 238,682 247,844 249,207
The PRC. ... . .. i 6,763 6,762 6,756 7,097
Grouptotal............. ... ... ... ..... 239,214 245,444 254,600 256,304

Total business assets

As at
As at 31 December 30 June
2014 2015 2016 2017

HK$ Million HKS$ Million HKS$ Million HK$ Million

Hong Kong......... ... ... .. ... ..... 233,222 239,353 248,319 249,672
The PRC. ... ... 12,350 10,002 9,245 8,575
Grouptotal.............. ... ... ....... 245,572 249,355 257,564 258,247

Specified non-current assets excludes deferred tax assets, equity investments, derivative
financial assets and other non-current assets.

The geographical location of revenue and operating profit is analysed based on the
location at which services are provided and in the case of equity investments, where they are
listed. The geographical location of specified non-current assets and total business assets is
based on the physical location of operations.
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5 Operating profit

(a) Operating profit is arrived at:

Year ended 31 December Six months ended 30 June
2014 2015 2016 2016 2017
HK$ Million HKS$ Million HK$ Million HK$ Million HK$ Million
(unaudited)

After charging/(crediting)
Depreciation and amortisation

on

- hotel and club properties,

plant and equipment. .. ... 175 181 168 84 69

- leasehold land . .. ........ 7 8 8 4 4
Total depreciation and

amortisation .............. 182 189 176 88 73
Impairment of trade

receivables . .............. — 3 — — —
Staff costs (Note (ii))......... 730 765 779 358 368
Auditors’ remuneration ... .... 7 7 8 3 4
Cost of trading properties for

recognised sales .......... 3,859 2,768 1,968 1,234 999

Gross amount of rental
income from investment

properties (Note (i)) ........ (11,260) (12,038) (12,775) (6,363) (6,601)
Direct operating expenses of

investment properties. . ... .. 1,356 1,479 1,494 680 664
Interest income (Note (iii)) .. .. (206) (90) (69) (39) (27)
Dividend income from equity

investments. . ............. (42) (56) (76) (46) (44)

Loss on disposal of hotel and
club properties, plant and

equipment. ............... — 1 — — —
Corporate charges from a

fellow subsidiary........... 387 167 189 91 193
Notes:

(i) Gross amount of rental income includes contingent rentals for the years ended 31 December 2014, 2015 and
2016 and the six months ended 30 June 2016 and 2017 of HK$1,711 million, HK$1,078 million, HK$707 million,
HK$382 million (unaudited) and HK$354 million respectively.

(i) Staff costs included defined contribution pension schemes costs for the years ended 31 December 2014, 2015
and 2016 and the six months ended 30 June 2016 and 2017 of HK$35 million, HK$35 million, HK$38 million,
HK$20 million (unaudited) and HK$21 million respectively.

(iii)  Interest income for the years ended 31 December 2014, 2015 and 2016 and the six months ended 30 June 2016
and 2017 of HK$206 million, HK$90 million, HK$69 million, HK$39 million (unaudited) and HK$27 million
respectively, are generated in respect of financial assets (mainly comprising bank deposits) stated at amortised
cost. For the year ended 31 December 2014, interest income included HK$105 million from an associate.
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(b) Directors’ emoluments

Directors’ emoluments disclosed pursuant to section 383(1) of the Hong Kong Companies
Ordinance and Part 2 of the Companies (Disclosure of Information about Benefit of Directors)
Regulation for the years ended 31 December 2014, 2015 and 2016 and six months ended 30

June 2016 and 2017 are as follows:

For the year ended
31 December 2014
Executive directors

Mr. Ng Tin Hoi Stephen. . . ... ..
Ms. Lee Yuk Fong Doreen ... ..
Ms. Leng Yen Thean. ... ... ...

For the year ended
31 December 2015
Executive directors

Mr. Ng Tin Hoi Stephen. . . ... ..
Ms. Lee Yuk Fong Doreen ... ..
Ms. Leng Yen Thean. . ... ... ..

For the year ended
31 December 2016
Executive directors

Mr. Ng Tin Hoi Stephen. . ... ...
Ms. Lee Yuk Fong Doreen ... ..
Ms. Leng Yen Thean. . ... ... ..

For the six months ended
30 June 2016 (unaudited)
Executive directors

Mr. Ng Tin Hoi Stephen. . . ... ..
Ms. Lee Yuk Fong Doreen ... ..
Ms. Leng Yen Thean. ... ... ...

For the six months ended
30 June 2017
Executive directors

Mr. Ng Tin Hoi Stephen. . ... ...
Ms. Lee Yuk Fong Doreen ... ..
Ms. Leng Yen Thean. ... ... ...

Salaries,
allowance Contribution
and benefits Discretionary to pension
in kind bonus schemes Total
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000
50 960 — — 1,010
— 3,618 7,875 540 12,033
— 3,523 5,000 348 8,871
50 8,101 12,875 888 21,914
50 960 — — 1,010
— 4,203 7,125 628 11,956
— 3,695 4,000 365 8,060
50 8,858 11,125 993 21,026
50 960 — — 1,010
— 4,474 5,625 225 10,324
— 3,885 4,000 384 8,269
50 9,319 9,625 609 19,603
25 480 — — 505
— 2,235 2,813 218 5,266
— 1,939 2,000 192 4,131
25 4,654 4,813 410 9,902
25 480 — — 505
— 2,303 3,000 7 5,310
— 2,002 3,000 198 5,200
25 4,785 6,000 205 11,015

— 1-59 —



APPENDIX | ACCOUNTANTS’ REPORT

Notes:

()

(if)

(iif)

(iv)

v)

The directors of the Company were appointed on the following dates:

Date of appointment
Executive Directors:

Mr. Ng Tin Hoi Stephen 13 April 2017
Ms. Lee Yuk Fong Doreen 8 August 2017
Ms. Leng Yen Thean 8 August 2017
Mr. Leung Kai Hang 8 August 2017

Independent Non-executive Directors

Mr. Au Siu Kee, Alexander 23 October 2017
Mr. Andrew James Seaton 23 October 2017
Mr. Richard Gareth Williams 23 October 2017
Professor Yeoh Eng Kiong, GBS, JP 23 October 2017

There was no arrangement under which a director waived or agreed to waive any remuneration during the
Relevant Periods.

Mr. Au Siu Kee, Alexander, Mr. Andrew James Seaton, Mr. Richard Gareth Williams and Professor Yeoh Eng
Kiong, GBS, JP did not receive any fees, salaries or other compensations during the Relevant Periods.

Mr. Ng Tin Hoi Stephen, Ms. Lee Yuk Fong Doreen, Ms. Leng Yen Thean and Mr. Leung Kai Hang are the
executives for the Wharf Estates Group and their remunerations disclosed above included those for the services
rendered by them as executives. Mr. Leung Kai Hang did not receive any fees, salaries or other compensations
during the Relevant Periods.

Wharf operates share option schemes in which eligible Wharf directors and employees are granted share
options in Wharf. Certain directors of the Company were granted share options under the share option schemes
of Wharf during the Relevant Periods.
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(c) Individuals with highest emoluments

Of the five individuals with the highest emoluments, 2, 2, 2, 2 and 2 for the years ended
31 December 2014, 2015 and 2016 and the six months ended 30 June 2016 and 2017 are
directors respectively, whose emoluments are disclosed in Note 5(b). The aggregate of the
emoluments in respect of the other 3, 3, 3, 3 and 3 individuals are as follows:

Year ended 31 December Six months ended 30 June
2014 2015 2016 2016 2017
HK$’000 HK$’000 HK$’000 HK$’000 HK$’000

(unaudited)

Salaries and other

emoluments .............. 4,612 6,277 6,527 3,134 4,179
Discretionary bonuses ....... 2,250 1,934 1,955 977 770
Retirement scheme

contributions . . ............ 682 593 621 311 253
Total . ...... ... ... . . ... ... 7,544 8,804 9,103 4,422 5,202

The emoluments of the 3, 3, 3, 3 and 3 individuals with highest emoluments are within the
following bands:

Year ended 31 December Six months ended 30 June

2014 2015 2016 2016 2017

Number of Number of Number of Number of Number of
individual individual individual individual individual
(unaudited)

HK$1,000,000 —

HK$1,500,000............. — — — 2 —
HK$1,500,001 —

HK$2,000,000............. — — — 1 3
HK$2,000,001 —

HK$2,500,000............. 2 1 — — —
HK$2,500,001 —

HK$3,000,000............. 1 — 1 — —
HK$3,000,001 —

HK$3,500,000............. — 2 2 — —
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6  Other net income/(charge)

Other net income/(charge) for the years ended 31 December 2014, 2015 and 2016 and
the six months ended 30 June 2016 and 2017 mainly comprises:

Year ended 31 December Six months ended 30 June

2014 2015 2016 2016 2017

HK$ Million HKS$ Million HKS$ Million HK$ Million HK$ Million
(unaudited)

Net foreign exchange

gains/(losses) .. ........... 126 239 231 (87) (213)
Fair value gain on forward
foreign exchange contracts . . 36 2 — — —

7 Finance costs

Year ended 31 December Six months ended 30 June

2014 2015 2016 2016 2017

HKS$ Million HKS$ Million HK$ Million HKS$ Million HKS$ Million
(unaudited)

Interest charged on:

Bankloans................. 197 174 92 55 23
Loans from fellow subsidiaries . 1,042 1,036 1,112 534 483
Total interest charge .. ....... 1,239 1,210 1,204 589 506
Other finance costs. .. ....... 150 127 162 43 22
Less: Amount capitalised ... .. (125) (35) (15) (10) (2)
Total ......... ... ... ....... 1,264 1,302 1,351 622 526

Interest was capitalised at an average annual rate of approximately 1.7%, 1.3%, 1.0%,
1.0% (unaudited) and 1.1% for the years ended 31 December 2014, 2015 and 2016 and the
six months ended 30 June 2016 and 2017, respectively.
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8 Income tax

Taxation charged to the combined statements of profit or loss includes:

Year ended 31 December Six months ended 30 June

2014 2015 2016 2016 2017

HK$ Million HKS$ Million HK$ Million HK$ Million HK$ Million
(unaudited)

Current income tax
Hong Kong
- provision for the
year/period ............. 1,320 1,413 1,536 777 825
- (over)/under-provision in
respect of prior
years/periods. . .......... (14) 6 1 3 —
Outside Hong Kong
- provision for the

year/period ............. 182 329 215 181 237

- over-provision in respect of
prior years/periods ....... — — (2) — —
1,488 1,748 1,750 961 1,062

Land appreciation tax
(“LAT”) (Note 8(c)) ........ 119 89 9 31 433

Deferred tax
Origination and reversal of
temporary differences ...... 77 131 136 48 58

Total ......... ... ... .. .. 1,684 1,968 1,895 1,040 1,553

(a) The provision for Hong Kong profits tax is based on the profit for the year/period as
adjusted for tax purposes at a rate of 16.5% for the Relevant Periods.

(b) Income tax on profits assessable outside Hong Kong is mainly China corporate income
tax calculated at a rate of 25% and China withholding tax at a rate of up to 10% for the
Relevant Periods.
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(c)

Under the Provisional Regulations on LAT, all gains arising from transfer of real estate
property in the PRC are subject to LAT at progressive rates ranging from 30% to 60% on
the appreciation of the land value, being the proceeds on sales of properties less
deductible expenditure including cost of land use rights, borrowing costs and all property
development expenditure.

Prepaid tax/taxation payable in the combined statements of financial position is expected
to be utilised/settled within one year.

Tax attributable to an associate and joint ventures for the years ended 31 December
2014, 2015 and 2016 and the six months ended 30 June 2016 and 2017 are an aggregate
of HK$90 million, HK$138 million, HK$153 million, HK$90 million (unaudited) and HK$9
million respectively, which are included in the share of results of an associate and joint
ventures.

The China tax law imposes a withholding tax at 10%, unless reduced by a treaty or
agreement, for dividends distributed by a PRC-resident enterprise to its immediate
holding company outside the PRC for earnings generated since 1 January 2008.
Undistributed earnings generated prior to 1 January 2008 are exempt from such
withholding tax.

For the years ended 31 December 2014, 2015 and 2016 and the six months ended 30
June 2016 and 2017, the Group has provided HK$15 million, HK$42 million, HK$13
million, HK$11 million (unaudited) and HK$19 million, respectively, for withholding taxes
on accumulated earnings generated by its PRC subsidiaries which will be distributed to
their immediate holding companies outside the PRC in the foreseeable future.
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(g) Reconciliation between the actual tax charge and profit before taxation at
applicable tax rates:

Year ended 31 December Six months ended 30 June

2014 2015 2016 2016 2017

HKS$ Million HKS$ Million HK$ Million HKS$ Million HKS$ Million
(unaudited)

Profit before taxation......... 37,149 16,271 12,079 5,663 6,707

Notional tax on profit before
taxation calculated at

applicable tax rates ... ... .. 6,108 2,735 2,039 967 1,131
Tax effect of non-deductible

exXpenses. . ... ... 57 48 76 59 58
Tax effect of non-taxable

income. . ................. (22) (76) (61) (28) (16)

Tax effect of non-taxable fair

value gain on investment

properties .. ......... . ..., (4,575) (879) (197) (13) (79)
(Over)/under-provision in

respect of prior

years/periods ............. (14) 6 (1) 3 —
Tax effect of tax losses not
recognised ............... 12 40 9 6 3

Tax effect of previously

unrecognised tax losses

utilised. .. ... .. .. (2) (30) — — —
Tax effect of previously

unrecognised tax losses now

recognised as deferred tax

assets ................... (18) — — — —
Tax effect of temporary

differences not recognised. .. 4 (7) 8 4
LAT on properties for sales. . .. 119 89 9 31 433
Withholding tax on

distributed/distributable

earnings . .......... ... 15 42 13 11 19
Actual total tax charge ....... 1,684 1,968 1,895 1,040 1,553

9 Dividends

Dividends of HK$4,803 million, HK$8,297 million and HK$15,753 million were declared by
Wharf Estates Limited to Wharf for the years ended 31 December 2014, 2015 and 2016,
respectively.
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Dividends of HK$172 million, HK$126 million, HK$353 million, HK$322 million
(unaudited) and HK$141 million were declared by Harbour Centre Development Limited to
non-controlling interests for the years ended 31 December 2014, 2015 and 2016 and the six
months ended 30 June 2016 and 2017, respectively.

The rates for dividends and the number of shares ranking for dividends are not presented
as such information is not considered meaningful for the purpose of this report.

10 Earnings per share

Earnings per share information is not presented as its inclusion for the purpose of this
report is not considered meaningful due to the Reorganisation and the preparation of the
results of the Group for the Relevant Periods on the basis as disclosed in Note 1 of Section
B.

11 Investment properties

Under

Completed development Total

HK$ Million HKS$ Million HKS$ Million

(a) Cost or valuation

At 1 January 2014 .. ... ... . 193,016 1,289 194,305
Exchange adjustment . ........ ... .. ... ... ... — (4) (4)
Additions .. ... 6,402 591 6,993
Revaluation surpluses. .. ..................... 27,729 — 27,729
At 31 December 2014 and 1 January 2015....... 227,147 1,876 229,023
Exchange adjustment . ....... .. ... ... ... .. ... — (109) (109)
Additions . ... ... 659 695 1,354
Revaluation surpluses. .. ..................... 5,329 — 5,329
At 31 December 2015 and 1 January 2016....... 233,135 2,462 235,597
Exchange adjustment . ....... .. ... ... ... .. ... — (156) (156)
Additions . ... .. 7,116 627 7,743
Revaluation surpluses. .. ..................... 1,191 — 1,191
At 31 December 2016 and 1 January 2017....... 241,442 2,933 244,375
Exchange adjustment . ......... ... ... . ... ... — 90 90
Additions . ... ... 250 231 481
Revaluation surpluses. .. ..................... 478 — 478
At 30 June 2017 ... ... . .. 242,170 3,254 245,424
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(b) The analysis of cost or valuation of the above assets is as follows:

Under
Completed development Total

HKS$ Million HK$ Million HKS$ Million

31 December 2014

At valuation . ...... ... . . ... 227,147 — 227,147

At CoSt .. — 1,876 1,876
227,147 1,876 229,023

31 December 2015

At valuation . ... ... ... 233,135 — 233,135

At COSt . .. e — 2,462 2,462
233,135 2,462 235,597

31 December 2016

At valuation .. ... ... . .. 241,442 — 241,442

At cost . .. — 2,933 2,933
241,442 2,933 244,375

30 June 2017

At valuation .. ... ... . .. 242,170 — 242,170

At CoSt . . — 3,254 3,254
242,170 3,254 245,424

(c) Tenure of title to properties:

Under

Completed development Total

HK$ Million HKS$ Million HKS$ Million

At 31 December 2014
Held in Hong Kong

Longtermleases. .. ... .. ... .. 206,007 — 206,007

Medium term leases .. ...... ... .. . ... ... ... 21,140 — 21,140
227,147 — 227,147

Held outside Hong Kong

Medium term leases .......... ... ... ... ... . .. ... — 1,876 1,876
227,147 1,876 229,023
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(c) Tenure of title to properties: (continued)
Under
Completed development Total

HK$ Million HKS$ Million HKS$ Million

At 31 December 2015
Held in Hong Kong

Longtermleases. .. ... ... ... . .. 211,375 — 211,375

Medium term leases .......... ... ... .. ... ... ... 21,760 — 21,760
233,135 — 233,135

Held outside Hong Kong

Medium term leases ......... ... ... ... — 2,462 2,462
233,135 2,462 235,597

At 31 December 2016
Held in Hong Kong

Longtermleases. .. ...... ... . .. 219,202 — 219,202

Medium term leases .. ...... ... .. . ... .. 22,240 — 22,240
241,442 — 241,442

Held outside Hong Kong

Medium term leases ......... ... ... .. ... ... — 2,933 2,933
241,442 2,933 244,375

At 30 June 2017
Held in Hong Kong

Longtermleases. . .......... . 219,920 — 219,920

Medium term leases ......... ... ... ... 22,250 — 22,250
242,170 — 242,170

Held outside Hong Kong

Medium term leases .......... ... . .. . .. .. .. ... — 3,254 3,254
242,170 3,254 245,424

(d) Investment properties revaluation

The Group’s investment properties under development are stated at fair value at the
earlier of when the fair value first becomes reliably measurable and the date of completion of
the property.

The investment properties stated at fair value as at 31 December 2014, 2015 and 2016
and 30 June 2017 were revalued by Knight Frank Petty Limited (“Knight Frank”), an
independent firm of professional surveyors who have among their staff Fellows of the Hong
Kong Institute of Surveyors with extensive experience in valuing properties in Hong Kong and
the PRC. Knight Frank has valued the investment properties on a market value basis and has
taken into account the net income of the respective properties, allowing for reversionary
potential and the redevelopment potential of the properties where appropriate.
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The revaluation surplus arising on revaluation on investment properties is recognised in
the line item “Increase in fair value of investment properties” on the face of the combined
statements of profit or loss.

The following table presents the investment properties which are measured at fair value
at the end of each reporting period across the three levels of the inputs to the revaluation
methodologies in accordance with HKFRS 13, Fair value measurement (“HKFRS 13”). The
levels are defined as follows:

Level 1 valuations: Fair value measured using only level 1 inputs i.e. unadjusted quoted
prices in active markets for identical assets or liabilities at the measurement date.

Level 2 valuations: Fair value measured using level 2 inputs i.e. observable inputs which
fail to meet level 1, and not using significant unobservable inputs. Unobservable inputs are
inputs for which market data is not available.

Level 3 valuations: Fair value measured using significant unobservable inputs.

None of the Group’s investment properties measured at fair value are categorised as
Level 1 and Level 2 input. The Group’s investment properties which are at Level 3 valuation
are analysed as below:

Level 3

Retail Office Residential Total

HK$ Million HKS$ Million HKS$ Million HK$ Million

Recurring fair value measurements
At 31 December 2014
Hong Kong......... ... ... . ... .. ..... 145,296 71,861 9,990 227,147

At 31 December 2015
Hong Kong.......... ... ... ... . ...... 149,325 73,630 10,180 233,135

At 31 December 2016
HongKong......... ... .. ... ... ....... 149,868 81,294 10,280 241,442

At 30 June 2017
HongKong........................ ... 150,391 81,499 10,280 242,170

During the Relevant Periods, there were no transfer between Level 1 and Level 2 or
transfers into or out of Level 3.

The Group’s policy is to recognise transfers between levels of fair value hierarchy during
the Relevant Periods when they occur.
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Valuation processes

The Group reviews the valuations performed by the independent valuers for financial
reporting purposes by verifying all major inputs and assessing the reasonableness of the
property valuations. Valuation reports with an analysis of changes in fair value measurement
are reviewed and approved by the senior management.

Valuation methodologies

The valuations of completed office and retail properties in Hong Kong were based on the
income capitalisation approach which capitalised the net income of the properties and takes
into account the significant adjustments on term yield to account for the risk upon reversion.

Level 3 valuation methodologies

Completed investment properties

Set out below is a table which presents the significant unobservable inputs:

Weighted average

Capitalisation rate Market rent
31 December 30 June 31 December 30 June
2014 2015 2016 2017 2014 2015 2016 2017

HKS$psf HK$psf HKS$psf HKS$psf

Hong Kong

— Retail . ............ 52% 52% 51% 5.2% 278 285 287 291
— Office............. 4.2% 4.2% 4.2% 4.2% 47 49 51 51
— Residential ........ 4.5% 4.5% 4.5% 4.5% 57 58 59 59

The fair value measurement of completed investment properties is negatively correlated
to the capitalisation rate and positively correlated to the market rent.

(e) The Group leases out properties under operating leases, which generally run for a period
of two to twelve years. Lease payments may be varied periodically to reflect market
rentals and may contain a contingent rental element which is based on various
percentages of tenants’ sales receipts.
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(f)

12

The Group’s total future minimum lease income under non-cancellable operating leases

is receivable as follows:

As at
As at 31 December 30 June
2014 2015 2016 2017
HK$ Million HKS$ Million HK$ Million HKS$ Million
Within 1 year . ...... ... ... ...... 7,811 9,262 9,654 10,187
After 1 year but within 5 years....... 10,950 12,598 11,959 12,433
After5years ............ ... ...... 971 1,034 1,186 1,309
19,732 22,894 22,799 23,929
Hotel and club properties, plant and equipment
Hotel and
Leasehold club Plant and
land properties equipment Total
HK$ Million HKS$ Million HK$ Million HKS$ Million
Cost
At 1 January 2014 . ................ 228 6,004 1,197 7,429
Exchange adjustment . ............. — (2) — (2)
Additions . ... .o 4 704 89 797
Disposals . ......... ... ... ..., — — (11) (11)
At 31 December 2014 and 1 January
2015 ... 232 6,706 1,275 8,213
Exchange adjustment . ............. (3) (67) (3) (73)
Additions . ... o 5 343 78 426
Disposals . ........ ... ... . ... — — (32) (32)
Written off . ...... ... ... ... ...... — — (14) (14)
At 31 December 2015 and 1 January
2016 ... 234 6,982 1,304 8,520
Exchange adjustment .............. (3) (69) (3) (75)
Additions ........ .. L 1 968 47 1,016
Disposals . ....................... — — (7) (7)
At 31 December 2016 and 1 January
2017 . 232 7,881 1,341 9,454
Exchange adjustment . ............. 1 32 1 34
Additions ........ ... — 668 24 692
Disposals . ......... ... ... . ...... — — (5) (5)
At 30 June 2017 . ...... ... ... ... 233 8,581 1,361 10,175
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Hotel and
Leasehold club Plant and
land properties equipment Total

HK$ Million HKS$ Million HKS$ Million HKS$ Million

Accumulated depreciation and
impairment losses

At 1 January 2014................. 52 1,201 785 2,038
Exchange adjustment .............. — (2) — (2)
Charge fortheyear................ 7 39 136 182
Written back on disposals........... — — (10) (10)
At 31 December 2014 and 1 January

2015 . 59 1,238 911 2,208
Exchange adjustment . ............. — (33) — (33)
Charge fortheyear................ 8 50 131 189
Written back on disposals........... — — (30) (30)
Written off . .. ... ... ... .. ... .. ... — — (14) (14)
At 31 December 2015 and 1 January

2016 . .. 67 1,255 998 2,320
Exchange adjustment .............. — (34) (2) (36)
Charge fortheyear................ 8 49 119 176
Written back on disposals........... — — (6) (6)
At 31 December 2016 and 1 January

2017 75 1,270 1,109 2,454
Exchange adjustment .............. — 16 — 16
Charge for the period .............. 4 20 49 73
Written back on disposals........... — — (5) (5)
At 30 June 2017 ......... ... ...... 79 1,306 1,153 2,538

Net book value

At 31 December 2014 .............. 173 5,468 364 6,005
At 31 December 2015 .. ............ 167 5,727 306 6,200
At 31 December 2016 . ............. 157 6,611 232 7,000
At 30 June 2017 . ... ... ... . ... 154 7,275 208 7,637
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The hotel properties under development comprise the Murray Building Project totalling
HK$4,625 million, HK$4,947 million, HK$5,868 million and HK$6,501 million at 31 December
2014, 2015 and 2016 and 30 June 2017 respectively, which were included in hotel and club
properties for which the costs attributable to land and buildings cannot be allocated reliably.
This amount is not subject to depreciation.

(b) Tenure of title to properties:

Hotel and club

Leasehold land properties Total
HK$ Million HK$ Million HK$ Million

At 31 December 2014

Held in Hong Kong

Longtermleases................... 82 140 222

Medium termleases ................ 47 4,703 4,750
129 4,843 4,972

Held outside Hong Kong

Medium term leases ................ 44 625 669
173 5,468 5,641

At 31 December 2015

Held in Hong Kong

Longtermleases................... 82 122 204

Medium termleases ................ 40 5,023 5,063
122 5,145 5,267

Held outside Hong Kong

Medium term leases ................ 45 582 627
167 5,727 5,894

At 31 December 2016

Held in Hong Kong

Longtermleases................... 82 139 221

Medium term leases .. .............. 33 5,934 5,967
115 6,073 6,188

Held outside Hong Kong

Medium term leases ................ 42 538 580
157 6,611 6,768

At 30 June 2017

Held in Hong Kong

Longtermleases................... 80 173 253

Medium term leases ................ 30 6,560 6,590
110 6,733 6,843

Held outside Hong Kong

Medium term leases ................ 44 542 586

154 7,275 7,429
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(c) Impairment of hotel and club properties, plant and equipment

The value of hotel and club properties, plant and equipment is assessed at the end of
each reporting period for indications of impairment with reference to valuations undertaken by
management. The management assess the recoverable amount of each asset being the higher
of its value in use or its fair value less costs to sell. No such impairment was made or written
back during the Relevant Periods.

13 Interest in an associate

As at 31 December As at 30 June

2014 2015 2016 2017

HK$ Million HKS$ Million HKS$ Million HK$ Million

Share of netassets............. 610 702 679 703
Amount due from an associate. . .. 1,449 906 738 760
2,059 1,608 1,417 1,463

Amount due to an associate
(Note 20).................... (17) (32) (14) —
2,042 1,576 1,403 1,463

Details of the associate are set out below:

Place of
establishment Percentage of Principal
Name of entity and operation Class of shares equity interest activities
EEELKGER(EARS The PRC Registered 19 Property
1 capital

(a) The amount due from an associate is unsecured, recoverable on demand and not
expected to be recoverable within twelve months from the end of each reporting
period.

As at 31 December 2014, the amount due from an associate, is interest bearing at
6.0% per annum.

As at 31 December 2015 and 2016 and 30 June 2017, the amount due from an
associate is interest free. The amounts are neither past due nor impaired throughout

the Relevant Periods.

(b) As at 31 December 2014, 2015 and 2016 and 30 June 2017, the amount due to an
associate is unsecured, interest free and repayable on demand.
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(d) Summary financial information of the associate

No associate is individually material to the Group. Information of the associate is
summarised below:

As at 31 December As at 30 June

2014 2015 2016 2017

HK$ Million HKS$ Million HKS$ Million HK$ Million

Carrying amount of the associate
in the combined financial

statements . ... ... ... L. 610 702 679 703
Year ended 31 December Six months ended 30 June
2014 2015 2016 2016 2017

HK$ Million HKS$ Million HKS$ Million HKS$ Million HKS$ Million
(unaudited)

Amounts of the Group’s
share of the associate’s
- (Loss)/profit from

continuing operations. .. (4) 133 23 (9) 4
- Other comprehensive

income. .............. — (41) (46) (14) 20
Total comprehensive

income. .............. (4) 92 (23) (23) 24

14 Interest in joint ven