C S I CSl Properties Limited
(Formerly known as Capital Strategic Investment Limited)

=N % mﬁ Stock code : 497

NEW PAGE -
NEW GOALS

INTERIM REPORT 2010



INTERIM REPORT 2010

CORPORATE INFORMATION
BOARD OF DIRECTORS

Executive Directors:

Chung Cho Yee, Mico (Chairman)
Kan Sze Man (Company Secretary)
Chow Hou Man

Wong Chung Kwong

Independent Non-Executive Directors:
Lam Lee G.

Wong Sin Just

Cheng Yuk Wo

AUDIT COMMITTEE

Lam Lee G.
Wong Sin Just
Cheng Yuk Wo

REMUNERATION COMMITTEE

Chung Cho Yee, Mico
Lam Lee G.
Cheng Yuk Wo

PRINCIPAL BANKERS

The Hongkong and Shanghai Banking
Corporation Limited

Industrial and Commercial Bank of
China (Asia) Limited

The Bank of East Asia Limited

DBS Bank (Hong Kong) Limited

Hang Seng Bank Limited

REGISTERED OFFICE

Clarendon House
2 Church Street

Hamilton HM 11
Bermuda

HONG KONG HEAD OFFICE
AND PRINCIPAL PLACE OF
BUSINESS

3203

Bank of America Tower
12 Harcourt Road
Central, Hong Kong

SHANGHAI OFFICE

2207-08

International Capital Plaza
1318 Sichuan Road North
Shanghai, 200080, China

AUDITORS

Deloitte Touche Tohmatsu
35/F., One Pacific Place
88 Queensway

Hong Kong

PRINCIPAL REGISTRARS

Butterfield Fulcrum Group (Bermuda) Limited
Rosebank Centre

11 Bermudiana Road

Pembroke HM 08

Bermuda

HONG KONG BRANCH SHARE
REGISTRARS

Computershare Hong Kong Investor
Services Limited

Rooms 1712-1716

17 Floor, Hopewell Centre

183 Queen’s Road East, Hong Kong

STOCK CODE
497
COMPANY WEBSITE

www.csigroup.hk

01



CSI PROPERTIES LIMITED

2010
HK$’000
(unaudited)

158,702
(50,531)

108,171
9,024
59,110
1,394
(41,174)
(44,902)
6,461
19,950

118,034
(8,318)

109,716

110,814

(1,098)

109,716
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2010
HK$’000
(unaudited)

109,716

138,839
(427)
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30 September
2010
HK$’000
(unaudited)

131,868
32,312

20
6,860
17,650
6,324
512,882
120,089

828,005

25,531

78,090
190,849
4,950,053
5,526

25
35,823
756,772

6,042,669
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30 September
2010
HK$’000
(unaudited)

96,988
24,591

10,703
443

411
76,364
848,264

1,057,764

4,984,905

5,812,910

65,311
3,446,573

3,511,884
(398)

3,511,486

98,866
2,169,820
13,212
19,526

5,812,910
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2010

HK$’000

(unaudited)
(357,209)

(78,090)

100,383

(334,916)

(17,218)
(1,364)
(640)

7,802

138,395
259,482

389,769
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2010
HK$’000
(unaudited)

(122,972)
(40,819)
293,040

120,174

175,027

581,745

756,772
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PRINCIPAL ACCOUNTING POLICIES (Continued)

Adoption of new and revised HKFRSs effective in the current period (Continued)
Amendment to HKAS 17 “Leases” (Continued)

In accordance with the transitional provisions set out in the amendment to HKAS 17, the Group
reassessed the classification of unexpired leasehold land at 1 April 2010 based on information that
existed at the inception of leases. Leasehold lands that qualified for finance lease classification
have been reclassified from prepaid lease payment to property, plant and equipment retrospectively.
This resulted in a reclassification of prepaid lease payment with previous carrying amount of
HK$102,370,000 as at 1 April 2010 to property, plant and equipment that are measured at cost
model. Accordingly, the carrying amount of property, plant and equipment is increased from
HK$33,502,000 as at 1 April 2010 to HK$135,872,000. The application of the amendments to
HKAS 17 did not affect the financial results of the Group for current or prior period.

HKAS 27 (Revised 2008) “Consolidated and Separate Financial Statements” and HKFRS 3 (Revised
2008) “Business Combinations”

The requirements in HKAS 27 (Revised 2008) in relation to accounting for changes in ownership
interests in a subsidiary after control is obtained and for loss of control of a subsidiary are applied
prospectively by the Group on or after 1 April 2010.

During the current interim period, the Group disposed of 20% interest in Get Wisdom Limited (“Get
Wisdom”), a subsidiary owned by the Group as to 70% immediately before the transaction. Get
Wisdom became a jointly controlled entity following the disposal. In accordance with HKAS 27
(Revised 2008), when control of a subsidiary is lost as a result of a transaction, event or other
circumstance, the revised standard requires that the Group derecognises all assets, liabilities and
non-controlling interests at their carrying amounts. Any retained interest in the former subsidiary is
recognised at its fair value at the date control is lost, the resulting difference is recognised as a gain
or loss in profit or loss. The fair value of the investment retained in Get Wisdom, which approximated
50% of the previous carrying amounts of assets and liabilities of Get Wisdom amounting to
HK$241,000, became the cost on initial recognition of an investment in a jointly controlled entity.
There has been no material effect on the financial position and reported result of the Group for the
current period.

In addition, the impact of the adoption of HKAS 27 (Revised 2008) has been to allow allocation of
total comprehensive income and expense of a subsidiary to the non-controlling interests even if this
results in the non-controlling interests having a deficit balance. This change in accounting policy
has resulted in an increase in profit attributable to owners of the Company by HK$398,000 and an
increase in loss for the period attributable to non-controlling interests by the same amount.

The Group also applies HKFRS 3 (Revised 2008) “Business Combinations” prospectively to business
combinations for which the acquisition date is on or after 1 April 2010. As there was no transaction
during the current interim period in which HKFRS 3 (Revised 2008) is applicable, the application of
HKFRS 3 (Revised) and the consequential amendments to other HKFRSs had no effect on the
condensed consolidated financial statements of the Group for the current or prior accounting periods.
Results of the Group in future periods may be affected by future transactions for which HKFRS 3
(Revised) and the consequential amendments to the other HKFRSs are applicable.

The adoption of other new and revised HKFRSs had no material effect on the condensed consolidated
financial statements of the Group for the current or prior accounting periods.
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2010
HK$’000
(unaudited)

314

443

13,474
(7,305)

2010
HK$’000
(unaudited)

56,783
2,327
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2010
HK$’000
(unaudited)

14,009
21,752
9,141

2010
HK$'000
(unaudited)

3,888

5,611

9,499
(1,181)
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2010
HK$’000
(unaudited)

110,814

113,069

2010
Number
of shares

8,163,817

130,896
225,240

8,519,953
]
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30 September
2010
HK$’000
(unaudited)

512,882

120,089

10,703
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Six months
ended

30 September
2010
HK$’000
(unaudited)

168,939
9,141
(2,850)

175,230

76,364




INTERIM REPORT 2010




CSI PROPERTIES LIMITED




INTERIM REPORT 2010




CSI PROPERTIES LIMITED




INTERIM REPORT 2010

30 September
2010
HK$’000
(unaudited)

88,988
4,916,231
35,823

30 September
2010
HK$’000
(unaudited)

447,500
428,144

84,800
74,075
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Deloitte.
=2

REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION

TO THE BOARD OF DIRECTORS OF CSI PROPERTIES LIMITED
(FORMERLY KNOWN AS CAPITAL STRATEGIC INVESTMENT LIMITED)
(incorporated in Bermuda with limited liability)

INTRODUCTION

We have reviewed the interim financial information set out on pages 2 to 27, which comprises
the condensed consolidated statement of financial position of CSI Properties Limited (the
“Company”) and its subsidiaries as of 30 September 2010 and the related condensed
consolidated income statement, statement of comprehensive income, statement of changes in
equity and statement of cash flows for the six-month period then ended and certain explanatory
notes. The Main Board Listing Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited require the preparation of a report on interim financial information to be
in compliance with the relevant provisions thereof and Hong Kong Accounting Standard 34
“Interim Financial Reporting” (“HKAS 34") issued by the Hong Kong Institute of Certified Public
Accountants. The directors of the Company are responsible for the preparation and presentation
of this interim financial information in accordance with HKAS 34. Our responsibility is to express
a conclusion on this interim financial information based on our review, and to report our conclusion
solely to you, as a body, in accordance with our agreed terms of engagement, and for no other
purpose. We do not assume responsibility towards or accept liability to any other person for the
contents of this report.
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SCOPE OF REVIEW

We conducted our review in accordance with Hong Kong Standard on Review Engagements
2410 “Review of Interim Financial Information Performed by the Independent Auditor of the
Entity” issued by the Hong Kong Institute of Certified Public Accountants. A review of interim
financial information 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 express
an audit opinion.

CONCLUSION

Based on our review, nothing has come to our attention that causes us to believe that the
interim financial information is not prepared, in all material respects, in accordance with HKAS
34.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

26 November 2010
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INTERIM DIVIDEND

The directors do not recommend the payment of interim dividend for the six months ended
30 September 2010. (2009: Nil).

REVIEW OF THE RESULTS

The Group reported a total gross revenue for the six months ended 30 September 2010 of
approximately HK$264.2 million (six months ended 30 September 2009: HK$742.1 million),
which was mainly generated from rental income of approximately HK$158.7 million and securities
investment of approximately HK$105.5 million. The decrease was mainly due to a decrease in
sales of properties during the period.

The Group reported a consolidated profit attributable to the owners of the Company of
approximately HK$110.8 million for the six months ended 30 September 2010 (six months
ended 30 September 2009: HK$397 million) representing a decrease of approximately 72.1%.
The decrease was mainly due to absence of gains from redemption of other borrowings and
convertible notes completed during the six months ended 30 September 2009.

LIQUIDITY AND FINANCIAL RESOURCES

The Group maintained a healthy liquid position which included bank balance and cash of
approximately HK$792.6 million (31 March 2010: HK$616.9 million). The Group generally
financed its operations through its internal resources and bank facilities provided by its principal
bankers.

The Group’s short-term bank borrowings have decreased from approximately HK$896.7 million
as at 31 March 2010 to approximately HK$848.3 million as at 30 September 2010, and long-
term bank borrowings decreased from approximately HK$2,842.4 million as at 31 March 2010
to approximately HK$2,169.8 million as at 30 September 2010. All the borrowings were utilized
in financing the Group’s properties investments in generating recurring rental income. As a
result, the Group’s total bank borrowings decreased from approximately HK$3,739.1 million as
at 31 March 2010 to approximately HK$3,018.1 million as at 30 September 2010, and the
Group’s ratio of total debt (represented by bank borrowings) to total assets was 43.9% (31
March 2010: 48%). All bank borrowings were denominated in Hong Kong dollars and Renminbi
were on a floating rate basis at either bank prime rate lending rates or short-term inter-bank
offer rates. The maturity profile spread over a period of 10 years with approximately HK$679.8
million repayable within one year, HK$1,136.2 million repayable between one to five years, and
HK$1,202.1 million over five years.
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The majority of the Group’s assets and liabilities were denominated in Hong Kong dollars,
Renminbi and US dollars. As such, the fluctuation of foreign currencies did not have a significant
impact on the performance, result and operation of the Group. However, the Group will closely
monitor the risk exposure.

BUSINESS REVIEW AND OUTLOOK

The local property market undertook a speedy recovery since the third quarter of 2009 and
momentum has been maintained throughout the remaining period under review. The Group
took advantage of the strength of the property market and realized some of its assets during the
period. Furthermore, we have also sold down some of our other properties which have already
undergone repositioning and value enhancement, so as to lock-in the gains from their appreciation
in value, as well as some profits for the year ahead.

Hong Kong

During the period we have completed the sale of Eton Building, No. 288 Des Voeux Road Central,
Sheung Wan for a consideration of HKD220 million. Subsequent to the period under review,
given the strong demand for prime quality office spaces, we have entered into separate
agreements to sell 9 office floors and the first floor of the retail podium of AXA Centre, No. 151
Gloucester Road, in total for a combined consideration of approximately HKD1.5 billion with a
premium over our book costs. Market response for such prime office spaces was highly positive
and all these floors were taken up within a short period. Completion date for the first floor on the
retail podium and 2 office floors are scheduled to take place in the first quarter of 2011 and the
completion date for the remaining 7 office floors are scheduled to take place in the second
quarter of 2011. The Group remains to hold more than 8 office floors, as well as sky sign on the
roof, basement, all Ground floor shops and some car parking spaces of AXA Centre and will
periodically review the Group’s strategy as to their disposal.

On the acquisition side, the Group has recently acquired a residential building in the SOHO
area, No. 2 Shelly Street, Central, and also a boutique hotel in No. 1 Irving Street, Causeway
Bay. Completion date of these purchases will take place in the first and second quarter of 2011
respectively. Management is currently reviewing the redevelopment potentials and the
repositioning strategy for these projects.
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CSI PROPERTIES LIMITED

Our residential project on No. 45 Blue Pool Road, Happy Valley, would be the upcoming highlight
due to be launched for sale early next year. Designed by internationally renowned designer team
led by Mr. Steve Leung, each of these eleven luxury apartments is an exclusive masterpiece.

Our commercial projects “H8” at No.8 Hau Fook Street, Tsimshatsui and “Cubus” at No. 1 Hoi
Ping Road, Causeway Bay (25%-owned) are both progressing well and are now in pre-leasing
stage. Responses have been good and we have received leasing interests from various major
international brand names and food and beverage operators. These two commercial complexes
would become the new icons for shopping and hip diners in the districts.

China

The Group’s portfolios in Shanghai gradually grew since we entered the China market in 2006.
With the dedicated efforts of our asset management team, we have completed the major
renovation and introduced quality retail and office tenants for International Capital Plaza in
Hongkou district, and have also improved the tenant mix for In Point, the shopping avenue in
Jing An district.

During the period, we have completed the acquisition of 50% interests in The Platinum, No.
233 Tai Cang Road, Luwan District, Shanghai, a Grade A prime commercial property. This superb
building situates in Xin Tian Di, the most major business district in Shanghai. Occupancy rate is
over 95% and majority of the tenants are quality multinational corporations. The Group is
optimistic on the growth potential in China and we are confident this property would bring in
significant capital appreciation to the Group.

Subsequent to the period under review, the Group has contracted to sell the newly renovated
International Capital Plaza in Hongkou district of Shanghai for a consideration of RMB1.16
billion (equivalent to approximately HKD1.34 billion) with a premium over our book cost. This
transaction is expected to complete before the end of this financial year. The disposal of
International Capital Plaza marked the repeat of successful property repositioning model in
China, and we will continue to identify appropriate investment opportunities in China. We aim to
achieve an equally splitting of the Group’s total investment between Hong Kong and Shanghai in
the near future.



INTERIM REPORT 2010

Outlook

The second-round stimulus measures recently introduced by the United States may trigger a
further influx of capital to emerging markets including Hong Kong and China, which will further
boost up asset prices in the region. In response, the Hong Kong Government has recently
introduced various measures to cool down the market and to control speculative residential
property trading, and the PRC Government has imposed measures to dampen monetary supply.
Thus, there will undoubtedly be a level of uncertainty, as well as fluctuations in both property
and stock markets going forward.

Having unforeseeable circumstances in the latter half of the financial year, nonetheless we are
optimistic on the outlook of the property sector in both Hong Kong and China, and also on our
ability to deliver a better financial performance than the previous year in line with the property
market for our shareholders based on our completed sales and those scheduled to complete in
due course. We will continue to remain progressive yet cautious in making investment decision
and so as to create values for our shareholders.

EMPLOYEE

The Group’s employees are remunerated in line with the prevailing market terms and individual
performance, with the remuneration package and policies reviewed on a regular basis. In addition
to salaries, discretionary bonuses may be awarded to employees after assessment of the
performance of the Group and the individual employee.
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DIRECTORS’ INTERESTS

Interests and short positions of the Directors in the Company and its associated
corporations

As at 30 September 2010, the interests and short positions of the Directors and the chief executive
of the Company in the Shares, underlying Shares or debentures of the Company or any its
associated corporations (within the meaning of part XV of the SFO) which were required to be
notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the
SFO (including interests and short positions which they were taken or decided to have under
such provisions of the SFO) or were required, pursuant to section 352 of the SFO, to be entered
in the register of the Company referred to therein or were required, pursuant to part XV of the
SFO or the Model Code for Securities Transactions by Directors of Listed Issuers contained in
the Listing Rules, to be notified to the Company and the Stock Exchange:

(i) Long positions in shares:
Company/ Approximate
name of percentage
Nature of associated Number of Derivative of total
Name of Director interests corporation shares held interests shareholding
(Note 1) (%)
Chung Cho Yee, Mico Beneficial owner ~ The Company 2,678,552,062(L) 32.81
(“Mr. Chung") (Note 2) 194,366,867(L) 2.38
Interest of The Company 2,675,507,062(L) 3277
controlled 194,366,867(L) 2.38
corporation
Notes:
(1) The letter “L” denotes a person’s long position in such securities.
(2) Mr. Chung is the beneficial owner of 2,678,552,062 shares in the Company (being the

aggregate of personal interest of Mr. Chung of 3,045,000 shares and the corporate interest
held by Earnest Equity of 2,675,507,062) and 194,366,867 shares relate to the derivative
interests held by Earnest Equity in 2011 Convertible Notes and 2012 Convertible Notes I.
Earnest Equity is a wholly-owned subsidiary of Digisino Assets Limited (“Digisino”). The
entire issued share capital of Digisino is held by Mr. Chung and thus both Digisino and
Earnest Equity are corporations wholly-owned and controlled by him. Therefore, Mr. Chung
is deemed to be interested in any shares or equity derivatives held by Ernest Equity or
Digisino.
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(i)

Long positions in the underlying shares of equity derivatives:

Approximate

percentage
Option of total
scheme Number of shareholding
Name of Director type Capacity Options held
(Note 1) (%)
Kan Sze Man 2001 Beneficial owner 24,534,562 (L) 0.30
2002 Beneficial owner 19,785,938 (L) 0.24
Chow Hou Man 2001 Beneficial owner 5,302,631 (L) 0.06
2002 Beneficial owner 19,785,938 (L) 0.24
Wong Chung Kwong 2002 Beneficial owner 25,326,000 (L) 0.31
(Note 2)
Notes:
(1) The letter “L” denotes a person’s long position in such securities.
(2) There is a limit on the number of share options under the 2002 Scheme that may be

exercised by each grantee during each period of 12 months commencing from date of
grant (until five years after the date of grant), namely, the aggregate of (a) 20% of the total
number of such share options granted and (b) any unused limits accumulated during
previous period(s), subject o the written consent of the executive chairman of the Company

to the exercise of share options exceeding such limit.

Save as disclosed above, as at the 30 September 2010, none of the Directors and chief
executive of the Company had any interest in any securities of the Company or any of its
associated corporation (within the meaning of Part XV of the SFO) which are required
(a) to be notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8
of Part XV of the SFO (including interests or short positions which they are taken or
deemed to have under such provisions of the SFO); or (b) pursuant to section 352 of the
SFO, to be entered in the register referred to therein; or (c) pursuant to the Model Code
for Securities Transactions by Directors of listed companies as set out in the Listing
Rules to be notified to the Company and the Stock Exchange.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS

CSI PROPERTIES LIMITED

As at 30 September 2010, according to the register kept by the Company pursuant to Section
336 of SFO, and so far as is known to any Directors or the Company, the following persons, in
addition to those interests disclosed above in respect of the Directors, had an interest or short
position in the Shares and underlying Shares which would fall to be disclosed to the Company

under the provisions of the Divisions 2 and 3 of part XV of the SFO:

Company/name of

Approximate

Nature of associated Number of Derivative Shareholding
Name of Shareholder interests corporation shares held interests percentage
(Note 1) (%)
Cheah Capital Interest of controlled The Company 566,861,416 (L) — 6.94
Management Limited corporation (Note 2)
Cheah Cheng Hye Person who set up a The Company 566,861,416 (L) — 6.94
discretionary trust
(Note 2)
Cheah Company Interest of controlled The Company 566,861,416 (L) — 6.94
Limited corporation (Note 2)
Hang Seng Bank Trustee (Note 2) The Company 566,861,416 (L) — 6.94
Trustee International
Limited
To Hau Yin Interest of child under ~ The Company 566,861,416 (L) — 6.94
18 or spouse (Note 2)
Value Partners Interest of controlled The Company 566,861,416 (L) — 6.94
Group Limited corporation (Note 2)
Value Partners Investment manager The Company 566,861,416 (L) — 6.94
Limited (Note 2)
Third Avenue Investment manager The Company 488,208,500 (L) — 5.98
Management LLC (Note 3)
Third Avenue Real Estate Interest of controlled The Company 488,208,500 (L) — 5.98
Opportunities corporation (Note 3)
Management LLC
Lehman Brothers Interest of controlled The Company 450,820,000 (L) — 5.52
Holdings Inc. corporation (Note 4)
Templeton Asset Investment manager The Company 117,000,000 (L) — 1.43
Management Ltd. — 312,000,000 3.82
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Notes:

(1) The letter “L” denotes a person’s long position in such securities.

(2) The 566,861,416 shares in the Company held by Cheah Capital Management Limited, Cheah Cheng
Hye, Cheah Company Limited, Hang Seng Bank Trustee International Limited, To Hau Yin, Value
Partners Group Limited and Value Partners Limited are the same parcel of shares.

(3) The 488,208,500 shares in the Company held by Third Avenue Management LLC and Third Avenue
Real Estate Opportunities Management LLC are the same parcel of shares.

(4) Lehman Brothers Commercial Corporation Asia Limited (In Liquidation), is a company owned as to

50% by LBCCA Holdings | LCC. and owned as to 50% by LBCCA Holdings Il LCC., respectively,
which were, in turn wholly-owned subsidiaries of Lehman Brothers Holdings Inc.

Save as disclosed above, none of the Directors or proposed directors is a director or employee of
a company which has an interest in shares which would fall to be disclosed under the provisions
of Divisions 2 and 3 of Part XV of the SFO.

AUDIT COMMITTEE

The financial statements for the six months ended 30 September 2010 have been reviewed by
the Audit Committee of the Company.

THE MODEL CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company adopted the Model Code for Securities Transactions by Directors of Listed Issuers
(the “Model Code”) as set out in Appendix 10 to the Rules Governing the Listing of Securities on
the Stock Exchange (the “Listing Rules”) as its own code of conduct regarding directors’ securities
transactions. Based on specific enquiry of all the directors of the Company, the directors complied
throughout the period in review with the required standards as set out in the Model Code.

CODE ON CORPORATE GOVERNANCE PRACTICES

The Group is obliged to comply with the requirements for continue listing on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) and is committed to practice high standard of
corporate governance in its daily management and operations. The Group follows and applies
the principles of the Code on Corporate Governance Practices (the “Corporate Governance Code”)
in Appendix 14 to the Listing Rules in the period under review, except that (i) the Company does
not have the position of chief executive officer, and (ii) the non-executive directors have not
been appointed for a specific term, but subject to re-election only.
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PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S
LISTED SECURITIES

There was no repurchase, sale or redemption of shares of the Company by the Company or its
subsidiaries during the six months ended 30 September 2010.

PUBLICATION OF FURTHER INFORMATION ON THE STOCK
EXCHANGE’S WEBSITE

A results announcement and an interim report containing the information required by the Listing
Rules will be published on the websites of the Stock Exchange (www.hkexnews.hk) and the
Company (www.csigroup.hk) in due course.

By order of the Board
Chung Cho Yee, Mico
Chairman

Hong Kong, 26 November 2010



