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LT Commercial Real Estate Limited

Chairman’s Statement

T B kS

The Vision of LT Commercial Real Estate

On behalf of the board (the “Board”) of director (the
“Director”) of LT Commercial Real Estate Limited (the
“Company”), | hereby present the interim report of the
Company and its subsidiaries (which are together
referred to as the “Group”) for the six months ended
30 June 2016 (the "Period”).

PEBEHERS

AAZEREXBFEEZHEERABD(ARADES
(BExDe(EFg)) REAQFTDEREHBEARF

(HBIAEEDBEE T R"FXNA=TBILEXEA
(REHEDzH 8RS -

HALF YEAR REVIEW ¥ & o] g

During the first half of 2016, the global economy was still clouded by 20165 F¥4F » 2B E KRR EMELE - PELH
a difficult and complicated environment. The economy in China faced TR ZREBMKE  TITEIME L —EF R
many risks and challenges, and downward pressure and problems EIFEFE  c MHEBAFEFE|NLCEFLZRER
would continue to exist for some time. Facing the “New Normal” #(EREHNITFAARE  IREEHETEEREIREY
economic situation in China and uncertainties in the world’s economic Y5 7E T 45 9 fll /= Bh 2k 8 18 & B 2% = 8 05 30 N B B
environment, the management of Lerthai Group proactively responded & 32 &) % HE FN 38 2 - #4675 0 &= A 2 B8 AR 75 M 18 <8
to the situation by reviewing the Group’s development strategies and I FHEREE XS - HARN - RIINRE TS HERE =
making rational arrangements and adjustment from the commanding & * FEAAAER  BHMBEEE - ©8 - HWEESRER
heights of the market. The Group focused its operation on two BIHEEER A£BENREREEIT TRIFHER -
business segments, namely commercial property and financial services

and expanded its foothold in both domestic and oversea markets for

further development, gaining the benefits from the synergy effect

from those markets. The “Two Wings Driving” development strategy,

i.e. focus on financial service sector and real estate sector, has laid a

solid foundation for the long-term growth of the Group.

6 Interim Report 2016



Chairman’s Statement ¥ [ g &

In 2014, the Group succeeded in bidding for two pieces of land in
Tangshan City, Hebei Province, the PRC, and constructed Tangshan
Tiexi Lerthai Project — Tangshan Lerthai City, the first large and
premium urban complex flagship project of the Group on the
acquired lands. The main contractor contracts over the project were
entered into with subsidiaries of China Railway Construction
Corporation Limited (stock code: 1186). The project would span a site
of approximately 157,000 square meters, and its contracted total gross
floor area under construction is approximately 660,000 square meters,
including approximately 160,000 square meters for residential
properties, and approximately 180,000 square meters for shopping
malls. The Group intended to develop the project into a mega
complex that will comprise shopping malls, offices, hotels, residential
properties and retail properties. The flagship project is situated at a
prime location which is well equipped with comprehensive
infrastructure. The construction work of the project commenced in
2014. The residential properties were available for pre-sale in mid-
2015, and will be completed in 2016. According to the annual plan,
the shopping mall will be opened in the second half of this year.
Meanwhile, a number of residential units will also be completed and
delivered to the home buyers. | am confident about the success of
Tangshan Lerthai City, our Group's first large-scale project, riding on
the experience of the management and the geographical advantages
of Lerthai Group, our parent company. | would like to take this
opportunity to extend my heartfelt blessing and best wish to those

moving-in home owners.

In addition, the Group made investment in the redevelopment of
“Handan Lerthai City” (HE#8%)Z=3k) in 2015, redeveloping Chuancheng
Street into a pedestrian street for culture and tourism. The construction
works commenced in September 2015. Upon completion, the project
will feature the ancient cultures of the Warring State Period (& 85 Hf),
Han Dynasty and the Yue State (& #FFHER), and will have multipurpose
facilities to bring culture, tourism, catering, entertainment, leisure and
shopping under one roof, allowing people to experience a multifaceted
lifestyle.

PEHEBEFRAT
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LT Commercial Real Estate Limited

Chairman’s Statement ¥ [ IR &

“Handan Lerthai City”
established by Handan LT Real Estate Development Company Limited,

is developed by the joint venture jointly

the subsidiary of the Group, and Handan Municipal Investment Real
The joint
venture was established on 5 August 2015. The joint venture then

Estate Development Company Limited, a business partner.

succeeded in jointly bidding for the land use rights of a piece of
residential land with total site area of 59,471.7 sg.m. listed on
Handan Land Bureau, at a consideration of RMB260.5 million. The
Group will develop the land into a commercial project with a plot
In addition, on 14 August 2015, the

Group succeeded in bidding for the land use rights of a piece of

ratio of not more than 3.5.

residential land with total site area of 94,257.9 sg.m. through the
joint venture, at a consideration of RMB848.3 million. The Group will
develop the land into a residential and commercial project with a plot
ratio of not more than 1.4.

On the other hand, the gradual recovery in the real estate markets of
Europe and the United States of America (the “USA") after the
financial tsunami generated robust demand for rental properties
domestically. The USA, Australia, Canada and other Western countries
have been magnets for investors, including individuals and many large
real estate developers from the PRC because of the good living
environments in these countries and the appreciation of the properties
there. The Group followed in the footsteps of many sizeable PRC
property developers by expanding its business into overseas markets.

In 2014, the Group successfully completed two acquisitions overseas,
which marked the milestones of its overseas business expansion
strategy. With the vision of the management, the Group explored the
investment
in the
development of large-scale property projects in the USA for the first

USA property market on the outlook for good

opportunities. During the Year, the Group participated
time, and acquired a prime land lot of approximately 59,000 square
meters at Orange County, which is dubbed the “Platinum Triangle” in
California. The Group will apply the concept of “New China Town”,
and redevelop the area into Lerthai Platinum Center. At the same
time, the Group completed the acquisition of Lerthai South Hills Plaza
that is situated at the City of West Covina, California. The project is
located at a prime shopping location with busy foot traffic, and will
bring shopping, entertainment and leisure under one roof. The Group
will hold this project for long-term investment. It is expected this will
bring stable and substantial rental income to the Group with potential

for capital appreciation.
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Chairman’s Statement ¥ [ g &

In 2014, the Company issued bonds in amount of HK$30 million with
interest rate of 8% per annum with maturity of 8 years. In 2015, the
Company issued the second tranche of bonds in amount of HK$10
million with interests rate of 8% per annum with maturity of 8 years.
In 2014, the Company also issued 3-year senior notes with an
aggregate amount of HK$163 million with interest rate of 10% per
annum. The Company additionally issued another tranche of senior
notes amounted to HK$86 million in 2015 with interest rate of 10%
per annum. The majority of the proceeds from these bonds and senior
notes had been used to finance the development of real estate
projects and as general working capital of the Group. As at 30 June
2016, the Group obtained outstanding
HK$1,099.7 million in the PRC for Tangshan project.

loan of approximately

In November 2015, a wholly owned subsidiary of the Company,
LERTHAI Capital Group Limited (“LERTHAI Capital”) entered into a
sales and purchase agreement with an independent third party (the
“Vendor”), pursuant to which LERTHAI Capital had conditionally
agreed to acquire and the Vendor has conditionally agreed to dispose
the entire issued share capital of First Investment Management
Limited (subsequently renamed as “LERTHAI Asset Management
Limited”) at a consideration of HK$3,300,000 (subject to adjustment
in accordance with the terms of the Sales and Purchase Agreement
dated 27 November 2015, if any, and a maximum cap of such
adjustment of HK$200,000) (the “Acquisition”).

The Acquisition would enable the Group to diversify its business into
the financial services sector through direct investment in and hands-
on management and operation of the Target. After the Acquisition is
completed, the Group is expected to take advantage of the future
exponential growth in capital markets and continuous products
development, by diversifying its business into the financial services
sector and to broaden the Group’s revenue base. The Acquisition will
diversify the business of the Group into the financial services sector
and will broaden the Group’s revenue base. The Acquisition has been
completed on 26 July 2016. For further details of the Acquisition,
please refer to the announcement of the Company dated 26 July

2016.

PEHEBEFRAT
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LT Commercial Real Estate Limited

Chairman’s Statement ¥ [ IR &

In response to the development trend of the Internet, the Group has
a preliminary plan to proactively develop internet financial products by
using the tools of “Internet Plus”. The Group will explore an
innovative business model of internet finance, with its major products
being mobile products based on big data and cloud platforms. The
Group is striving to establish an internet financial platform based on
property and engaging in property funds to create an integrated
investment and financing platform in terms of products, platforms,
channels and customers in the internet finance sector. The Group aims
at providing users with a wide range of products and services relating
to property internet finance. Innovatively designed internet finance
product will provide favorable offers to property buyers, and also help
property developers utilize their capital in an efficient manner. As for
the development of the finance business, the Group planned to issue
REITs product targeting commercial property in the private equity
market with the aim of enhancing investment returns by assisting
property projects in completing sales and realizing quick capital
payback. Rental income will be earned through property management
by subsequently establishing a property fund, thereby adding value to
the property sector. The Group will also consider to apply for financial
licenses necessary for internet finance in the PRC.

Backed by a sufficient fund, sizable client base and long-term client
relations, the experienced management and the aggressive
development strategies, the Group intends to become one of the
most comprehensive and integrated financial service providers in Hong
Kong. With such a goal, the Group obtained Type 1 (Dealing in
securities) and Type 2 (Dealing in Futures Contracts) license under the
Securities and Futures Ordinance in July 2016, respectively. Besides,
The Group is also in the course of reviewing the possibility of
applying to the SFC for Type 4 (Advising on securities) and Type 6
(Advising on corporate finance) licences under the SFO. It is expected
that these licences will enable the Group to broaden the business
scope and its client base, generating recurring and stable income
stream.
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Chairman’s Statement ¥ [ g &

Outlook

Looking ahead to the second half of 2016, the global economy will
still be mired in uncertainties. The “Brexit” has brought greater
uncertainties to the recovery of global economy. The PRC will be
forging ahead with comprehensive reform measures. Administrative
intervention will be reduced in PRC real estate market, giving the
market forces a much more important role to play. This will lead to a
healthier development of the real estate market while the country’s
economy and investment environment are improving. | am cautiously
optimistic about the prospects of the real estate sector in the future.
By leveraging the resources, management experience and competitive
advantages accumulated by Lerthai Group over the years, the Group
will proactively build large premium urban complexes in China and
oversea markets and identify new opportunities emerging from the
global economic growth for the Group. Meanwhile, under the
farsighted decisions and the deployment of the management of the
Group, the Group will make a stride in its financial service business
and gradually create synergy for the growth of its real estate business
and financial service business.

In the future, LT Commercial Real Estate will accelerate the
development of Tangshan Lerthai City and Handan projects. The
Group will also proactively seek appropriate investment opportunities
in the PRC prime locations. It will endeavor to realize the corporate
vision of “Improve Quality Urban Life with Commercial Properties for
Global

explore the overseas markets with potential and strategically identify

Businesses”. Meanwhile, the Group will also continue to
quality investment projects with the aim of becoming a world-class
urban commercial property operator. The intelligent, energetic,
hardworking and loyal employees have been the key to the Group’s
rapid development. | would like to take this opportunity to express my
heartfelt thanks to the fellow directors, staff at various departments
of the Group for their hard work and contributions. At the same time,
| wish all the members of the management will make a concerted
effort to generate more value for the community, business partners
and the entire staff, and bring better returns to the shareholders.

Yang, Longfei
Chairman
Hong Kong, 26 August 2016
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LT Commercial Real Estate Limited

Management Discussion and Analysis

EXE @A KRNI

Business Review

During the Period, the Group has been actively pursuing opportunities
in the property investment and development business in the PRC and
overseas market and expanding the financial services business.

Property Investment and Development
Tangshan
Tangshan Tiexi Lerthai Project — “Tangshan Lerthai City”

The Group succeeded in the bidding of two pieces of land in
Tangshan City, Hebei Province, the PRC, in January 2014.

The first piece of land is located at the junction of Beixin West Road
and Xihuan Road, Lubei District, Tangshan City, Hebei Province, the
PRC with a site area of approximately 93,706.33 sg.m.. The land is
designated for commercial use with a plot ratio of not more than 4.5.
The Group acquired the land at the auction held on 22 January 2014
for approximately RMB198.2 million.

The second piece of land is located at the junction of Beixin West
Road and Xihuan Road, Lubei District, Tangshan City, Hebei Province,
the PRC with a site area of approximately 63,595.87 sq.m.. The land
is designated for commercial and residential use with a plot ratio of
not more than 4.0. The Group acquired the land at the auction held
on 24 January 2014 for approximately RMB190.8 million. The two
pieces of land are adjacent to each other.

The Group had developed the two pieces of land together to form
the Tangshan Lerthai City, which shall be a complex comprising
shopping malls, office, hotel, residential and retail properties under

the master development plan. For details, please refer to the
Company’s announcements dated 22 and 24 January 2014 and

circular dated 31 March 2014.

On 21 June 2014, the Group entered into a series of foundation
works contractor contracts and main contractor contracts with the
two subsidiaries of China Railway Construction Corporation Limited
(Stock Code:
foundation pit support, piling work and construction of Tangshan

1186) as the main contractors for the earthwork,

Lerthai City covering a gross floor area of approximately 660,000
sq.m.. For details, please refer to the Company’s announcement dated
23 June 2014 and circular dated 28 July 2014.
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Management Discussion and Analysis & I2 [ 51

Tangshan Lerthai City was still under construction as at 30 June
2016. According to the relevant PRC laws and regulations, pre-sale
permit of Tangshan Lerthai City project was obtained during the year
ended 31 December 2015. As of 30 June 2016, a total of 989 units
had been sold with a total Gross Floor Area (“GFA”) of 105,442
square meters and the Group recorded cash collection as pre-sales of
approximately HK$671.6 million as of 30 June 2016, which was
included in “Deposits received from sales of properties” in the
Group’s consolidated financial statements. The delivery of the whole
project is expected to commence from the fourth quarter of 2016.

Handan

On 5 August 2015, the joint venture (the “JV") held by Handan LT
and Handan Municipal Real Estate was established. Each of the
companies shares 50% of shareholding respectively. On 3 May 2016,
Handan LT, Handan Municipal Real Estate and JV entered into a letter
of intent for the transfer of 50% equity interest in the JV held by
Handan Municipal Real Estate to Handan LT. On the same day,
Handan LT, Handan Municipal Real Estate, Shijiazhuang LT and the JV
entered into the Loan Purchase Agreement, pursuant to which
Handan Municipal Real Estate agreed to dispose of and Shijiazhuang
LT agreed to purchase the loan advanced by Handan Municipal Real
Estate to the JV and Handan Municipal Real Estate ceased its
participation in the management and operation of the JV. On 4 May
2016, representative from Handan Municipal Real Estate resigned and
representative from the Company has been appointed as legal
representative and general manager of JV. The JV has become a
wholly owned subsidiary of the Group accordingly. For further details,
please refer to the announcement of the Company dated 19 July

2016
Lerthai City (Chuancheng Street)

In April 2015, the Group made investment in the redevelopment of
“Chuancheng Street” in Congtai District, Handan City, Hebei Province,
redeveloping it into a pedestrian street for culture and tourism that
will feature the ancient cultures of the Warring State Period (¥ B fRf
19), Han Dynasty and the Yue State (7 #&HR§H]). The project will have
multi-purpose facilities to bring culture, tourism, catering,
entertainment, leisure and shopping under one roof, allowing people

to experience a multifaceted lifestyle.
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On 5 August 2015, the JV succeeded in jointly bidding for the land
use rights of a piece of residential land with total site area of
59,471.7 sqg.m. listed on Handan Land Bureau, at a consideration of
approximately RMB260.5 million. The Group will develop the land into
a commercial land with a plot ratio of not more than 3.5.

The project was still under construction as at 30 June 2016. Pre-sale
permit of the whole project is expected to be obtained in the second
half of 2016. The Group expected that the overall project will be
completed in late June 2017 and will commence business in the third
quarter of 2017.

Lerthai Jiayuan ()= 5 &)

On 14 August 2015, the JV succeeded in bidding for the land use
rights of a piece of residential land with total site area of 94,257.9
sgq.m., at a consideration of approximately RMB848.3 million. The
Group will develop the land into a residential and commercial land
with a plot ratio of not more than 1.4. The project is named as
Lerthai Jiayuan (21 Z= K &).

The project was still under construction as at 30 June 2016. Pre-sale
permit of the whole project is expected to be obtained in September
2016. The Group expected that the overall project will be completed
and delivered during second half of 2017.

USA
Lerthai South Hills Plaza

In April 2014, the Group entered into a sale and purchase agreement
with a vendor, as such the Group will acquire of a property in
the USA at a consideration of US$20.7 million. The
acquisition of Lerthai South Hills Plaza completed in November 2014.

California,

Lerthai South Hills Plaza consists of a piece of land situated at 1410—
1432 South Azusa Avenue, in the City of West Covina, California, the
USA which covers a total area of 9.43 acres with improvements
thereon, including but not limited to five single-storey retail buildings
and one 2-storey multi-tenant retail building with an aggregate gross
leaseable floor area of approximately 120,589 square feet. The
property is being held by the Group as an investment property for its
rental income. The occupancy rate for Lerthai South Hills Plaza was
80.9% as at 30 June 2016 and
approximately HK$6.3 million to the Group during the Period.

it contributed rental income of
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Lerthai Platinum Center

In November 2014, the Group acquired a land lot consisting of seven
parcels of land at a consideration of US$28.4 million. The land is
located in the northeast of the intersection of South Stage College
Boulevard and East Orangewood Avenue, which is centrally located in
Orange County, California, the USA within a district referred to as the
“Platinum Triangle” which is generally situated between State Route
57, Interstate 5 and Katella Avenue with an area of approximately
59,000 sg.m.. The land had been granted approval for development
for 525 dwelling units. The project is in the planning and design
stage as at 30 June 2016.

Securities Investment and Finance

As at 30 June 2016, either the license to carry out Type 1 (Dealing in

Securities) and Type 2 (Dealing in Futures Contracts) regulated
activities granted by Securities and Futures Commission under
Securities and Futures Ordinance (Chapter 571 of the laws of Hong
Kong) or the acquisition of First Investment Management Limited
(subsequently renamed as “LERTHAI Asset Management Limited”)
through LERTHAI Capital In the
beginning of July 2016, LERTHAI Securities (Hong Kong) Limited, a

wholly-owned subsidiary of the Company, has obtained the license to

has not yet been completed.

carry out Type 1 (Dealing in Securities) and Type 2 (Dealing in Futures
Contracts) regulated activities granted by Securities and Futures
Commission under Securities and Futures Ordinance (Chapter 571 of
the laws of Hong Kong). Please refer to the announcement of the
Company dated 26 July 2016. In the same month, the acquisition of
First Investment Management Limited (subsequently renamed as
“LERTHAI Asset Management Limited”) has been completed. Please
refer to the announcement of the Company dated 26 July 2016.

Prospects

In response to the development trend of the Internet, the Group has
a preliminary plan to proactively develop internet financial products by
using the tools of “Internet Plus”. The Group will explore an
innovative business model of internet finance, with its major products
being mobile products based on big data and cloud platforms. The
Group is striving to establish an internet financial platform based on
property and engaging in property funds to create an integrated
investment and financing platform in terms of products, platforms,
channels and customers in the internet finance sector. The Group aims
at providing users with a wide range of products and services relating

to property internet finance. Innovatively designed internet finance
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product will provide favourable offers to property buyers, and also
help property developers utilize their capital in an efficient manner. As
for the development of the finance business, the Group planned to
issue REITs product targeting commercial property in the private
equity market with the aim of enhancing investment returns by
assisting property projects in completing sales and realizing quick
capital payback. Rental income will be earned through property
management by subsequently establishing a property fund, thereby
adding value to the property sector. The Group also considers to
apply for financial licenses necessary for internet finance in the PRC.

Backed by a sufficient fund, sizable client base and long-term client
relations, the experienced management and the aggressive development
strategies, the Group intends to become one of the most
comprehensive and integrated financial service providers in Hong Kong.
With such a goal, apart from having obtained Type 1 (Dealing in
securities) and Type 2 (Dealing in Futures Contracts) license under the
Securities and Futures Ordinance in July of 2016 and the completion of
the acquisition of First Investment Management Limited (subsequently
renamed as “LERTHAI Asset Management Limited”) which is principally
engaged in Type 9 (Asset Management) regulated activity under the
Security and Futures Ordinance. For further details, please refer to the
Acquisition announcement of the Company dated 26 July 2016. The
Group is also in the course of reviewing the possibility of applying to
the SFC for Type 4 (Advising on securities) and Type 6 (Advising on
corporate finance) licences under the SFO. It is expected that these
licences will enable the Group to broaden the business scope and its

client base, generating recurring and stable income stream.

The Acquisition would enable the Group to diversify its business into
the financial services sector through direct investment in and hands-
Through the
Acquisition, the Group is expected to take advantage of the future

on management and operation of the Target.

exponential growth in capital markets and continuous products
development, by diversifying its business into the financial services
sector and to broaden the Group’s revenue base. The Acquisition will
diversify the business of the Group into the financial services sector

and will broaden the Group’s revenue base.

China’s economy growth is expected to stabilise and experience a
balanced growth in the forthcoming years. The Directors are of the
view that the PRC property sector still has long term prospects in
view of the continued growing household income, urbanisation
trends, increasing demand of end-users and the governmental

relaxation of property measures.
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Lerthai South Hills Plaza had generated stable rental income to the
Group. The Group also plans to carry out value-added work to
enhance the capital value and return of the property. The Group's
investment projects in the USA will provide investment diversification
against the domestic businesses. The Group will focus on the
development of the existing projects and at the same time continue
to identify suitable land acquisition opportunities for future

development.

Financial Review

During the Period, total revenue of the Group was HK$6.3 million
(2015: HK$6.6 million). The revenue for the Period comprised rental
income from the Group'’s investment property Lerthai South Hills Plaza
located in the USA.

Other income, gains and losses represent a net loss of HK$8.2 million
for the Period (2015: net loss of HK$16.0 million). The net loss was
primarily due to the loss arising from the change in fair value of
convertible bonds amounting to HK$14.8 million (2015: loss of

HK$17.4 million).

The share-based payment amounting to HK$69.2 million (2015: nil)
was arising from the share options granted to a director and
employees of the Group under the Company’s share option scheme
adopted on 22 August 2014 (the “Share Option Scheme”) for the
purpose of providing them with an incentive to work better for the
interests of the Group.

During the Period, the Group recorded an increase in fair value of
investment properties of HK$117.0 million (2015: increase of HK$64.4
million), which was mainly contributed by Tangshan Lerthai City. The
increase in fair value of Tangshan Lerthai City amounting to HK$119.2
million was set-off by a decrease in fair value of Handan and Lerthai
South Hills Plaza amounting to HK$0.6 million and HK$1.6 million
respectively.

Administrative expenses decreased to HK$63.7 million for the Period
from HK$64.9 million during the corresponding period in 2015.
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Share of loss of a joint venture amounting to HK$1.1 million
represented sharing the loss from the JV held by Handan LT Real
Estate Development Company Limited (“Handan LT”) which is the
wholly-owned subsidiaries of the Group, and Handan Municipal
Investment Real Estate Development Company Limited (“Handan

Municipal Real Estate”) before the acquisition date during the Period.

Selling and marketing expenses increased significantly to HK$10.6
million (2015: HK$6.5 million) which was mainly related to the
promotion for the pre-sale of Tangshan Lerthai City during the
Period.

Total finance costs for the Period were HK$129.0 million (2015:
HK$79.4 million) which was mainly attributable to (i) convertible
bonds with remaining principal amount of HK$385.0 million; (ii) bonds
with maturity of 8 years; (iii) senior notes with maturity of 3 years
and (iv) loan from a related company. Of these finance costs,
HK$80.2 million (2015: HK$65.2 million) was directly attributable to
investment properties and properties under development for sale and
thus was capitalised. The remaining interest costs of HK$48.8 million
(2015 HK$14.2 million) were related to borrowings for general
working capital purposes and were being expensed as finance costs.

As a result of the various factors outlined above, loss before taxation
for the Period increased to HK$78.4 million (2015: HK$30.8 million).
The increase in loss before taxation is mainly attributable to share-
based payment expense amounting to HK$69.2 million arising from
the share option issued during the Period.
increased to HK$29.0 million (2015:
increase of income tax expense was mainly attributable to deferred

Income tax expense

13.6 million). The significant

tax expenses as a result of the increase in fair value of investment
properties in the Tangshan Lerthai City amounting to HK$119.2
million. Due to the above reasons, the loss after tax of the Group for
the Period increased to HK$107.3 million (2015: loss of HK$40.8
million).

Net Asset Value

As at 30 June 2016, the Group's net assets attributable to owners of
the Company were HK$377.3 million as compared to HK$438.4
2015.
attributable to owners of the Company was HK$1.11 (31 December
2015: HK$1.29).

million as at 31 December Net asset value per share
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Liquidity and Financial Resources

As at 30 June 2016, the Group’s cash and cash equivalents was
HK$48.8 million (31 December 2015: HK$72.0 million). The current
ratio was 0.9 times as at 30 June 2016 (31 December 2015: 0.8
times). As at 30 June 2016, the Group’'s net debt balance was
HK$2,435.6 million (31 December 2015: HK$1,434.7 million) and its
total equity was HK$377.3 million (31 December 2015 HK$438.4
million). The Group’s net gearing ratio was 645.5% (31 December
2015: 327.2%), calculated on basis of the excess of the sum of
convertible bonds, senior notes, bonds, loan from a related company
and bank borrowing net of pledged bank deposits, restricted bank
balances and time deposits and bank balances over the total equity.

In January 2014, the Group issued convertible bonds in the principal
amount of HK$550.0 million with interest rate of 12% plus three
month HIBOR per annum for a term of 3 years. The net proceed from
the issue of convertible bonds had been used for financing the
development of Tangshan Lerthai City. The convertible bonds are
secured by, among others, a first priority share charge of the
Company by China Lerthai Commercial Real Estate Limited (“China
Lerthai”), a controlling shareholder of the Company, in respect of all
the 254,055,888 shares held by China Lerthai in the Company,
representing 74.99% of the issued share capital of the Company.

In addition, as disclosed in the Company’s announcement dated 24
December 2013, under the subscription agreement of the convertible
bonds, Mr. Yang undertakes with the subscriber that, for so long as
any of the convertible bonds or the exchangeable bonds remains
outstanding, Mr. Yang has and will continue to have and maintain an
aggregate direct and/or indirect shareholding interest of 65% or
above in the total issued share capital of the Company on an as
enlarged, converted and exchanged and fully diluted basis (.e.,
assuming that all outstanding convertible bonds, exchangeable bonds
and all other securities convertible or exchangeable into shares or
other securities of the Company, if any, are converted or exchanged in
full) at all times.

In June 2014, the Group entered into a loan agreement with a related

company which is controlled by Mr. Yang. Pursuant to such

agreement, the related company agreed to provide an unsecured
facility with principal amount of HK$502 million (equivalent to
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approximately RMB400 million) to the Group with interest rate of
12% per annum. On 14 August 2015, the Group entered into a
supplemental loan agreement with the related company to increase
the facility to HK$847 million (equivalent to RMB700 million) with
remaining terms unchanged. The borrowing is unsecured and

repayable within three years.

In November 2014, the Group obtained a mortgage loan with an
amount of US$11.5 million with maturity of 10 years with the pledge
of Lerthai South Hills Plaza. As at 30 June 2016, this mortgage loan
facility amount was increased to US$15.3 million.

In 2014, the Company issued bonds in amount of HK$30 million with
interest rate of 8% per annum with maturity of 8 years. In 2015, the
Company also issued the second tranche of bonds in amount of
HK$10 million with interest rate of 8% per annum with maturity of 8
years. In 2014, the Company also issued 3-year senior notes with an
aggregate amount of HK$163 million with interest rate of 10% per
annum. The Company additionally issued another tranche of senior
notes amounted to HK$86 million in 2015 with interest rate of 10%
per annum. The majority of the proceeds from these bonds and senior
notes had been used to finance the development of real estate
projects located in the PRC and USA and as general working capital
of the Group.

Cash Flow Management and Liquidity Risk

Management of the Group’s cash flows is the responsibility of the
Group's treasury function at the corporate level. Our objective is to
maintain a balance between continuity of funding and flexibility
through a combination of internal resources, bank borrowings, debts
and equity securities, where appropriate. We are comfortable with our
present financial and liquidity position, and will continue to maintain
a reasonable liquidity buffer to ensure sufficient funds are available to
meet liquidity requirements at all times.

The Directors review the capital structure of the Group by using a
gearing ratio, which is calculated on the basis of dividing the excess
of the sum of loan from a related company, convertible bonds, bank
and other borrowings, senior notes and bonds over the sum of bank
balances and cash (inclusive of pledged bank deposits and restricted
bank balances) by total equity. The review is conducted at least semi-
annually and before each major financing or investment decision is
made.
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The Group’s objective is to maintain a balance between continuity of
funding and the flexibility through the use of borrowings including
bank and other borrowings, senior notes, bonds and loan from a
related company. The Group also monitors the current and expected
liquidity requirements and its compliance with lending covenants
regularly to ensure it maintains sufficient working capital and
adequate committed its

lines of funding to meet liquidity

requirement.

At 30 June 2016, the Group had the unutilised available facilities
provided by banks, a financial institution and a related company
owned by Mr. Yang of approximately HK$485 million, HK$237 million
and HK$741
granted by a supplier of the Group to extend the repayment on

million, respectively; and also the unutilised facility

construction cost of approximately RMB825 million (equivalent to
approximately HK$969 million). Subsequent to the end of the
reporting period, the convertible bonds’ holder agreed to waive its
right to demand for immediate repayment of the convertible bonds
due to the non-compliance of the terms and conditions as at 30 June
2016. In view of the interest of senior notes, the holders of the

senior notes may redeem the senior notes in October 2016.

Having considered (i) an unsecured new loan advanced by a related
company owned by Mr. Yang Longfei (“Mr. Yang”) of approximately
RMB541 million (equivalent to approximately HK$635 million); (i) the
estimated proceeds from the sales of properties in the next twelve
months from the end of the financial period; (iii) the unutilised
available facilities provided by banks, a financial institution and a
related company owned by Mr. Yang of approximately HK$485
million, HK$237 million and HK$741 million, respectively; and (iv)
unutilised facility granted by a supplier of the Group to extend the
repayment on construction cost of approximately RMB825 million
(equivalent to approximately HK$969 million); (v) the estimated
proceeds from the sales of properties in the next twelve months from
the period; the Directors are satisfied that the Group will have
sufficient working capital for its present requirements.
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Foreign Exchange Exposure

The Group's investment, assets and liabilities are mainly denominated
in Hong Kong dollar (“HK$"), Renminbi (“RMB"”) and United States
dollar (“US$”) and no hedging has been made during the Period. The
revenue to be generated in the Tangshan Lerthai City under the
Group will be denominated in RMB, while the convertible bonds,
senior notes and bonds of the Group are denominated in HK$. The
Group will continue to monitor closely its exposure to exchange rate
interest rate risks,

and and may employ derivative financial

instruments to hedge against risks when necessary.
Pledge of Assets

As at 30 June 2016, the Group had certain investment properties with
an amount of HK$1,956.3 million (31 December 2015: HK$221.9
million) to secure bank borrowings of approximately HK$984.2 million
(31 December 2015: HK$283.0 million).

As at 30 June 2016, the Group's properties under development for
sales with a carrying value of approximately HK$1,370.8 (31
December 2015: HK$457.1 million) were pledged to secure certain
bank borrowing facilities granted to the Group.

As at 30 June 2016, bank deposits amounting to HK$14.1 million (31
December 2015: HK$14.1 million) have been pledged to secure the
convertible bonds. As at 30 June 2016, they were classified as current
assets as the convertible bonds were classified as current liabilities.

As at 30 June 2016, deposits amounting to HK$13.0 million (31
2015: HK$6.1
guarantees given to banks with respect to loans procured by the

December million) have been pledged for the
purchasers of the Group’s properties and thus, are classified as non-
current assets. The pledged deposits will be released upon the release

of guarantees by banks.
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Capital and Other Development Related
Commitment and Contingent Liabilities

As at 30 June 2016, the Group had guarantees given to banks in
favour of its customers in respect of mortgage loans provided by the
banks amounted to HK$276.1 million (31 December 2015: HK$196.0
million). The guarantees are given to banks with respect to loans
Such
guarantees will be released by banks upon the delivery of the

procured by the purchasers of the Group’s properties.

properties to the purchasers and completion of the registration of the
mortgage with the relevant mortgage registration authorities or
settlement of the outstanding mortgage loans. In the opinion of the
directors, the fair values of the financial guarantee contracts are not
significant as the possibility of default by the relevant purchasers is
remote and in case of default in payments, the net realisable value of
the related properties can recover the repayment of the outstanding
mortgage principals together with the accrued interest and penalty.
Accordingly, no provision had been made in the consolidated financial
statements for these guarantees.

The guarantees were secured by the Group’s pledged bank deposits
amounting to HK$13.0 million (31 December 2015: HK$6.1 million).

As at 30 June 2016, the Group had contracted but not provided for
commitments for development cost and capital expenditure in amount
of approximately HK$3,191.6 million (31 December 2015: HK$1,913.1
million).

Employee and Remuneration Policy

As at 30 June 2016, the Group had 255 employees (2015: 184
employees). The staff costs (other than the directors’ emoluments)
increased by 277.5% from HK$28.5 million for the six-month period
ended 30 June 2015 to HK$107.5 million for the six-month period
ended 30 June 2016. The increase of other staff cost was primarily
due to share-based payment amounting to HK$61.5 million arising
from granted share options during the period to employees (the
“Grantees”) under the Share Option Scheme. The emoluments payable
to Directors were recommended by the remuneration committee of
the Company by making reference to their duties and responsibilities
with the Company. The remuneration of employees is determined by
the management with reference to the performance and working
experience of the employees and the current market conditions. The
Group offers competitive wages to the employees and pays bonus
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pursuant to the performance of the Group and the individual
employee. Other benefits include the contributions to the statutory
mandatory provident fund scheme for the employees in Hong Kong
and to the central pension scheme for the employees in the PRC and
the USA and Canada. In 2014, the Group has adopted a share award
scheme as part of the long term incentives for the employees.

Property Valuation

Property valuations on the Group’s investment properties located in
the USA and the PRC as at 30 June 2016 have been carried out by
independent qualified professional valuers, CCP Group, Inc. and DTZ
Debenham Tie Leung Limited, respectively. The valuations were based
on income capitalisation approach and residual method by making
reference to comparable market information as available in the
relevant markets. For investment properties under development, the
valuation has also taken into account the construction costs expended
and to be expended to complete the development. The Group’s
investment properties were valued at HK$2,476.8 million as at 30
June 2016 (31 December 2015: HK$1,274.9 million), an increase in fair
value of HK$117.0 million (31 December 2015: increase of HK$92.5
million) was recognised in the consolidated statement of profit or loss
and other comprehensive income for the Period.

Events after the Reporting Period

On 27 November 2015, the Group entered into the sale and purchase
agreement with an independent third party (the “Vendor”), pursuant
to which the Group has conditionally agreed to acquire and the
Vendor has conditionally agreed to dispose of the entire issued share
capital of the First Investment Management Limited (subsequently
renamed as “LERTHAI Asset Management Limited”) (the “Target”) at
a consideration of HK$3,300,000.

On 26 July 2016, all the conditions precedent set out in the sale and
purchase agreement have been fulfiled and completion of the
acquisition took place on the same date.

Following completion of the acquisition, the Target will become an
indirect wholly-owned subsidiary of the Company. The Target is
principally engaged in Type 9 (Asset Management) regulated activity
under the Securities and Futures Ordinance (Cap. 571, Laws of Hong
Kong). The Directors are in progress of assessing the financial impact
to the Group.
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Directors’ and Chief Executives’ Interests in
the Securities of the Company and Associated
Corporations

As at 30 June 2016, the following Directors or chief executives of the
Company had interests or short positions in the shares, underlying
shares or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (the "SFO")) as recorded in the register kept by the
Company under section 352 of the SFO, or as otherwise notified to
the Company and The Stock Exchange of Hong Kong Limited (the
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“Stock Exchange”) pursuant to the Model Code for Securities /8 247412 AN ST S AR
Transactions by Directors of Listed Issuers contained in Appendix 10
(the "Model Code”) to the Rules Governing the Listing of Securities
on the Stock Exchange (the “Listing Rules”):
Number of Shares Percentage of total
(ordinary Shares) or number of Shares
Name underlying Shares Capacity in issue
R4 (BEBR) S HEBTRG
%A HER G EE g7 BYzEDL
(approximately)
(#4)
Mr. Yang Longfei (Note 1) 254,055,888 (L) Interest of Controlled Corporation 75%
15 BE 7R 2 A (P 3E1) PR E R
Mr. Yang Shao Xing Max (Note 2) 3,387,659 (L) Beneficial Owner 1%
B EEETE2) EREAA
(L) : Long position L:4ra
Notes: I 5%
1. The 254,055,888 shares of the Company held by China Lerthai, and Mr. Yang

Longfei beneficially owns the entire issued share capital of China Lerthai. By
virtue of the SFO, Mr. Yang Longfei is deemed to be interested in the
254,055,888 shares of the Company held by China Lerthai.

2. The 3,387,659 shares represent the share options granted by the Company
on 16 May 2016 under the Share Option Scheme.

1. ANAF)254,055,888 M Bk R EI SR B - MAGRETR
SESBAETEORZ2HERHITRA - *E%Jimﬁ&,ﬁﬁ
EIEG - BERAEEEARTEADEAFANEQA
254,055,888 ik {7 #E A 1w ©

2. 3,387,659 R R RARBR_ZE—A"FRAATBR
R FE AR A 5T B4R (0 BB AR A -
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Save as disclosed above, none of the Directors or chief executives of
the Company had or was deemed to have any interests or short
position in the shares, underlying shares or debentures of the Company
or its associated corporations (within the meaning of Part XV of the
SFO) which were required to be recorded in the register required to be
kept under section 352 of the SFO or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code.

During the Period, none of the Directors or chief executives of the
Company, nor their spouses or children under the age of 18 years,
were granted or had exercised any right to subscribe for any securities
of the Company or its associated corporations.

Substantial Shareholders’ Interests in the
Securities of the Company

As at 30 June 2016, so far as are known to any Director or chief
executive of the Company, the following parties (other than a Director or
chief executive of the Company) were recorded in the register kept by
the Company under section 336 of the SFO, or as otherwise notified to
the Company, as being directly or indirectly interested or deemed to be
interested in 5% or more of the issued share capital of the Company:

Number of Shares

(ordinary Shares) or

B EXHESN  BMBEERARARSITHRABRE
RAE S EA AR BEE (& R EHRBERAFEXY
M)zt HEBRNKEFTHEBAXEREREM
?FE?J@”X%&HH,J {5 535216k 7R B 17 2 & &L it AT #K 8%
HRBRETARASTHEARRRB IR ZEZENK

KR e

AHEA  BEERARFARSTHRABRARKEZER
BETN\EATFRBRERERICITEEAMAREAR
RENERBEBEMNE S ZER -

FERRREARAZESES

RIE-—RERNA=Z1TH BEFHEARAEZSTR
ANBFTAZE  ARBRIEEF R B GPIFE3361KA
EFZERMAEBERATHEARR  BEHEE
BAEAWBEREREARRCEITRAS%HIA LA
ZAT(BEZFLARRARARRTHRABRINGT

Percentage of total
number of Shares

Name underlying Shares Capacity in issue
R (EER)S HEBTRG
=g HERGHE g7 BYzETL
(approximately)
(B &)
China Lerthai Commercial Real Estate Holdings 254,055,888 (L) Beneficial owner 75%
Limited (Note 1)
PR EEEMETERER AR (D EmEEA
Success Victory Holdings Limited (Note 2) 49,360,815 (L) Beneficial owner 14.57%
Success Victory Holdings Limited (Fff 5£2) EmEBA
254,055,888 (L) Security interest 75%
AR =
ICBC International Holdings Limited (Note 3) 49,360,815 (L) Beneficial Interest held by 14.57%
controlled corporation
TREIBRERBR AR (M 5E3) XREERE EnER
254,055,888 (L) Security interest held by 75%
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Number of Shares

(ordinary Shares) or
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Percentage of total
number of Shares

Name underlying Shares Capacity in issue
BR& (EBER)H HEBTRG
8 HERHHE g4 B AL
(approximately)
(BE4)
ICBC International Investment Management Limited 49,360,815 (L) Beneficial Interest held by 14.57%
(Note 4) controlled corporation
TREBEKEEEER A (M T4 XEREEREG EGER
254,055,888 (L) Security interest held by 75%
controlled corporation
XEEERE BT S
Industrial and Commercial Bank of China Limited 49,360,815 (L) Beneficial Interest held by 14.57%
(Note 5) controlled corporation
FEIERTRG AR AE (M EES) XmEEREzEaER
254,055,888 (L) Security interest held by 75%
controlled corporation
REEEFA 2 ERER
Central Huijin Investment Ltd. (Note 6) 49,360,815 (L) Beneficial Interest held by 14.57%
controlled corporation
PRESKRERREE QA ME6) XREERECESER
254,055,888 (L) Security interest held by 75%
controlled corporation
REEERE 2B S
Notes: Bt -
Note 1: As at 30 June 2016, China Lerthai is wholly owned by Mr. Yang Longfei, ~ FMi#E1: RZZB—RFERAZ+TH TEYRHAFRFLE -
the chairman, chief executive officer and executive Director of the TRRAHFATESGRERELZEHRE -
Company.
Note 2: As at 30 June 2016, China Lerthai has provided a first priority share M &2 RZB-RFAA=+H - PEYREREFAD

charge in respect of the 254,055,888 shares of the Company held by it
in favour of Success Victory Holdings Limited, a subsidiary of ICBC
International Holdings Limited, to secure the payment obligations under
the convertible bonds in the principal amount of HK$550 million issued
by the Company. Success Victory Holdings Limited is the holder of
convertible bonds of the Company in the principal amount of HK$550
million convertible into 49,360,815 shares of the Company and is the
holder of the exchangeable bonds in the principal amount of HK$250
million. Please refer to the announcements of the Company dated 24
December 2013, 27 December 2013 and 3 January 2014 for further

details.

254,055,888 % A 2x B i 17 [a) T #R B B 2 i B R A &)
)P /& 72 B] Success Victory Holdings Limited 2 fi 48 &
BARKROIPL  URBARREITALFERS508
EBTWARKRESFE THONRETIREER -
Success Victory Holdings Limited 2 7N € % A5505 &
YT 2 I RR E % (7] #8 #8 549,360,815 8% A 1 B iR
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Note 3: As at 30 June 2016, Success Victory Holdings Limited is a wholly-owned

subsidiary of ICBC International Holdings Limited.

Note 4: As at 30 June 2016, ICBC International Holdings Limited is a wholly-

owned subsidiary of ICBC International Investment Management

Limited.

Note 5: As at 30 June 2016, ICBC International Investment Management Limited

is a wholly-owned subsidiary of Industrial and Commercial Bank of
China Limited.

Note 6: As at 30 June 2016, Central Huijin Investment Ltd. is interested in 35.5%

of the equity interest of Industrial and Commercial Bank of China
Limited.

Save as disclosed above, as at 30 June 2016, the Company had not
been notified by any persons (other than Directors or chief executives
of the Company) who had interests or short positions in the shares,
underlying shares and debentures of the Company which would fall to
be disclosed to the Company under the provisions of Divisions 2 and
3 of Part XV of the SFO or which were recorded in the register
required to be kept by the Company under section 336 of the SFO.

Share Option Scheme

On 22 August 2014, the Company adopted the Share Option
Scheme, pursuant to which the Board may, at its discretion, grant
options to any Directors and any employee of the Company or the
Group, who, in the absolute opinion of the Board, have contributed
or will contribute to the Company or the Group.

The purpose of the Share Option Scheme is to provide all Directors
(whether executive or non-executive and whether independent or not)
and any employee (whether fulltime or part-time) of the Company or
the Group (whether on an employment or contractual or honorary
basis and whether paid or unpaid), who, in the absolute opinion of
the Board, have contributed or will contribute to the Company or the
Group (the "Participants”) with an opportunity to obtain an equity
interest in the Company, thus linking their interests with the interests
of the Group and thereby providing them with an incentive to work
better for the interests of the Group. Unless otherwise determined by
the Board in the relevant offer letter to a grantee, there is no
minimum period for which any option must be held before it can be
exercised and no performance target which needs to be achieved by
a grantee before the options can be exercised. Under the Share
Option Scheme, the Board will have absolute discretion in determining
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the subscription price (subject to the Listing Rules) in respect of any
Option. The Board is of the view that the flexibility given to the
Board will place the Group in a better position to reward the
Participants and retain human resources that are valuable to the
growth and development of the Group as a whole.

The subscription price shall be such price determined by the Board in
its absolute discretion and notified to the Participant in the offer and
shall be at least the higher of (i) the closing price of a share as stated
in the daily quotations sheet issued by the Stock Exchange on the
date of offer of the grant; and (ii) the average closing price of the
shares as stated in the daily quotations sheets issued by the Stock
Exchange for the five business days immediately preceding the date of
offer of the grant.

The consideration payable for acceptance of the option by each
Participant is HK$1.00. If the Participant does not accept such grant of
option pursuant to the procedures specified in the respective offer
letter or notice within the stipulated time frame, such option shall be
regarded as unaccepted and lapsed.

Based on the 338,765,987 shares in issue as at the date of adoption
of the Share Option Scheme, the maximum number of shares to be
issued upon the exercise of options that may be granted under the
Share Option Scheme are 33,876,598 shares, being 10% of the
shares in issue.

Subject to the obtaining of Shareholders’ approval with respect to the
adoption of the Share Option Scheme, pursuant to Rule 17.03 of the
Listing Rules, the total number of shares which may be issued upon
the exercise of all options to be granted under the Share Option
Scheme must not, in aggregate, exceed 10% of the shares in issue as
at the date of approval of the Share Option Scheme. The Board shall
not grant any options which would result in the maximum aggregate
number of shares which may be issued upon exercise of all
outstanding options granted but yet to be exercised under the Share
Option Scheme and any other share option schemes adopted by the
Company exceeding, in aggregate, 30% of the shares in issue from
time to time.

The total number of shares issued and to be issued upon exercise of
the options granted under the Share Option Scheme and any other
share option schemes of the Company to each Participant (including
both exercised and outstanding options) in any 12-month period shall
not exceed 1% of the total number of shares in issue (the "Individual
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Limit”). Any further grant of options to a Participant which would
result in the shares issued and to be issued upon exercise of all
options granted and to be granted to such Participant (including
exercised, cancelled and outstanding options) in the 12-month period
up to and including the date of such further grant exceeding the
Individual Limit shall be subject to approval of the Shareholders in
general meeting with such Participant and his close associates (or his
associates if such Participant is a connected person) abstaining from
voting.

An option may be exercised in accordance with the terms of the
Share Option Scheme at any time during a period as the Board may
determine which shall not exceed 10 years from the date of grant
subject to the provisions of early termination thereof.

The Share Option Scheme will remain in force for a period of 10
years commencing from 22 August 2014, the date of adoption of the
Share Option Scheme.

The following shows the outstanding position of the Director and the
other employees of the Company as at 30 June 2016 with respect to
their share options granted under both the Share Option Scheme.

BRZAE-FREBREERL2EARRE @k

HRZz2RERHz22HBREERECTR B

HREARTEBRBE) BITEMBETRGTHETZIR

MEBEA LR AIAKRRNERAS LIE

M2 EEREETE %Aﬁm&%ﬁ%ﬁ%@A
T AEBBAARZRRAGLRERE -

BhEIRESRSN EE A GEBE L AL

THEHEA - EABREAK LG ZRRTHERRE
ﬁ%%ﬁ%Z%ﬁfﬁ°
BREFIBEREMB _FT-—NFANA-T_AER
BEERMBEES +F -
UNTRTEERARAEMEBREBBER S EE

NS
BRER-Z—RERNA=ZTHERBRRITEOMRD

Number of share options

BREHE
Balance Balance
as at as at
01.01.2016 Granted  Exercised Lapsed  Cancelled 30.06.2016
Name or category Exercise —7%F during the during the during the during the —E-RE
of grantees Date of grant of share options Price Exercise Period —B—H Period Period Period Period AB=+H
AREAEBRER BRHBRERDD TfEmE TS &% HRERE BRETHE BREAN HREEH i
(HK$)
(B7T)
Director
Yang Shao Xing Max 16 May 2016 (Note) 4.11 16 May 2016 to — 3,387,659 — — — 3,387,659
15 May 2026
ix
BLERE ZE-R"FRATABMH) ZZE-AFEATARBZE
—E-RFRATEA
Other Employees
In aggregate 16 May 2016 (Note) 411 16 May 2016 to — 30,488,931 — — — 30,488,931
15 May 2026
HitgS
et TZ-RFERATRACE) “TZ-RFREATRAE
—E-RFRATEA
Total — 33,876,590 — — — 33,876,590
&
Note: The closing price of the shares immediately before 16 May 2016, on which ~ [fi#: EE_ZT—XFRATAS R W THERLNB T

those options were granted, was HK$4.11.
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Purchase, Sale or Redemption of the
Company’s Listed Securities

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

Review by Audit Committee

The audit committee of the Company (the “Audit Committee”), which
comprised all the independent non-executive Directors has reviewed
with management of the accounting policies adopted by the Group,
the risk management and internal control systems, the effectiveness
of the
consolidated financial statements for the Period.

internal audit function and the unaudited condensed

The Company’s external auditor, Deloitte Touche Tohmatsu, has
conducted a review of the interim financial information of the Group
for the Period 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.
Corporate Governance

The Company is committed to maintain high standards of corporate
governance in order to ensure high transparency and protection of
interests of the shareholders and the Company as a whole. The
Company has adopted the code provisions and certain recommended
best practices (with amendments from time to time) as set out in the
Corporate Governance Code and Corporate Governance Report (the
“CG Code") under Appendix 14 to the Listing Rules.

Upon review of the corporate governance practice of the Company,
the Board believed that the Company has applied the principles in the
CG Code and complied with the code provisions of the CG Code
during the Period. None of the Directors was aware of any
information that would reasonably indicate that the Company was
during the Period in compliant with the code provisions of the CG
Code, except for the deviations as follows:

Under code provision A.2.1 of the CG Code, the roles of chairman
and chief executive should be separate and should not be performed
by the same individual. Mr. Yang was appointed as the chairman (the
“Chairman”) and the chief executive officer of the Company (the
“"CEO") on 28 February 2013 and 20 March 2014 respectively. The

PEHEBEFRAT
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HE

KERZESER
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Group therefore did not separate the roles of the Chairman and the
CEO. The Board considered that Mr. Yang had in-depth knowledge
and experience in the property investment and development industry
and was the most appropriate person to manage the Group,
therefore, the roles of Chairman and CEO by the same individual, Mr.
Yang, was beneficial to the business prospects and management of
the Group.

Upon retirement of Mr. Lau Yu Fung Wilson as an independent non-
executive Director at the annual general meeting of the Company on
29 June 2016 (the
independent non-executive Directors and the members of audit

“Annual General Meeting”), the number of
committee, nomination committee and remuneration committee of the
Company fell below the minimum number required under Rule
3.10(1), Rule 3.10A and Rule 3.21 of the Listing Rules and the relevant

terms of reference of the Company.

The Company is endeavouring to identify suitable candidate to fill the
vacancies as soon as practicable, with the relevant appointment to be
made within three months from the date of the Annual General
Meeting to meet the requirements under the Listing Rules. The
Company will make further announcement as and when appropriate.

Model Code for Securities Transactions

The Company has adopted the Model Code as a code of conduct
regarding securities transactions by the Directors. Having made
specific enquiry of all Directors, all Directors confirmed that they have
complied with the required standard set out in the Model Code

throughout the Period.

Disclosure of Change of Information of
Directors under Rules 13.51(2) and 13.51B(1)
of the Listing Rules

Pursuant to Rule 13.51B(1) of the Listing Rules, the change of
information on the Directors are as follows:

Mr. Fan Chun Wah Andrew has been appointed as the independent
non-executive director of Nameson Holdings Limited (Stock code:
1982) on 29 January 2016, the shares of which are listed on the Main
Board of the Stock Exchange, and has resigned as the independent
non-executive director of On Real International Holdings Limited
(Stock code: 8245) with effect from 31 August 2016, the shares of
which are listed on the Growth Enterprise Market of the Stock
Exchange.
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Report on Review of Condensed Consolidated Financial Statements

BIRGEMBREXTZCERAKS

Deloitte.
=g

TO THE BOARD OF DIRECTORS OF LT COMMERCIAL REAL
ESTATE LIMITED
(incorporated in Hong Kong with limited liability)

INTRODUCTION

We have reviewed the condensed consolidated financial statements of
Estate Limited (the
subsidiaries (collectively referred to as the “Group”) set out on pages

LT Commercial Real “Company”) and its
35 to 64, which comprise the condensed consolidated statement of
financial position as of 30 June 2016 and the related condensed
consolidated statement of profit or loss and other comprehensive
income, statement of changes in equity and statement of cash flows
for the six-month period then ended, and certain explanatory notes.
The Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited require the preparation of a report on interim
financial information to be in compliance with the relevant provisions
thereof and Hong Kong Accounting Standard 34 “Interim Financial
Reporting” (“HKAS 34") issued by the Hong Kong Institute of
Certified Public Accountants. The directors of the Company are
responsible for the preparation and presentation of these condensed
consolidated financial statements in accordance with HKAS 34. Our
responsibility is to express a conclusion on these condensed
consolidated financial statements based on our review, and to report
our conclusion solely to you, as a body, in accordance with our
agreed terms of engagement, and for no other purpose. We do not
assume responsibility towards or accept liability to any other person

for the contents of this report.
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Report on Review of Condensed Consolidated Financial Statements & 83 &=

SCOPE OF REVIEW

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

Accordingly, we do not express an audit opinion.

CONCLUSION

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

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

26 August 2016
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income

BHGERRERE

For the six months ended 30 June 2016 #HZ=F

it Z BN EF R

—RERA=ZTHLEREAR

Six months ended 30 June
BZA~A=1THLXEA

2016 2015
—E—-RF —T—hF
NOTES HK$'000 HK$’000
B = FHET FET
(Unaudited) (Unaudited)
(REEZ) (REEEZ)
(Restated)
(&)
Continuing operations BFEREXER
Revenue & 3 6,260 6,554
Other income, gains and losses HEaug A~ Wz & EiE 5 (8,201) (16,044)
Share-based payments AR n B E T 25K 23 (69,242) —
Increase in fair value of investment properties wEMERFEEM 117,009 64,356
Selling and marketing expenses HERMZZEHT D (10,593) (6,489)
Administrative expenses THAX (63,726) (64,886)
Share of loss of a joint venture AE—HEERAEE (1,108) —
Finance costs 7&K AR (48,782) (14,242)
Loss before taxation B B AT & 18 6 (78,383) (30,751)
Income tax expense FT 15 1 A 2 7 (28,960) (13,648)
Loss from continuing operations REFESEEBZER (107,343) (44,399)
Discontinued operation ERIEREFEK
Profit for the period from discontinued operation  ZREJREZE BB & IF K& 5
2 Al 8 — 3,559
Loss for the period attributable to owners ARAEEBAELETB
of the Company & (107,343) (40,840)
Other comprehensive (expense) income Hth2mE(BX) &=
Items that will not be reclassified to profit or loss: T & E# 7 E Eam 2
HE :
Exchange differences arising from translation of HYREEHBRERERE
functional currency to presentation currency MEEZER =5 (22,613) 3,329
Items that may be subsequently reclassified to profit £ & A] 55 2 %} 77 48 2 18 2%
or loss: ZIHEE -
Exchange differences arising from translation of BMEGNEBELEZER
foreign operations Gt | (401) (426)
Release of securities investment reserve upon LEFECHREERBRK
disposal of available-for-sale financial assets BHERERB — (3,713)
(401) (4,139)
Other comprehensive expense for the period AEEEMEERAX (23,014) (810)
Total comprehensive expense for the period ZAAT#EHE A E4E A H R
attributable to owners of the Company ZHBEAXAE (130,357) (41,650)
Loss per share (HK cents) BREBGEWL 9
From continuing and discontinued operations REFBELEREKRIEETR
Basic H K (31.69) (12.06)
Diluted e (31.69) (12.06)
From continuing operations REFBEEEER
Basic AR (31.69) (13.11)
Diluted 8 (31.69) (13.11)
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Condensed Consolidated Statement of Financial Position

B OA& & 8 ik, =E

At 30 June 2016 R=T— X F~A=+H

30 June 31 December
2016 2015
—E-REF —T—RF
~A=1H +=-—A=+—H
NOTES HK$'000 HK$'000
Bt 5% FEx FAT
(Unaudited) (Audited)
(REER) (EEZ)
Non-current assets (RBEE
Investment properties BEYE 10 2,476,832 1,274,937
Property, plant and equipment M BEREE 9,638 9,565
Interest in a joint venture R—BEaER A 2R 11 — 59,428
Loans to a joint venture m—EEERAER 11 — 388,314
Deposit paid for acquisition of U B — [ B 8 A A
a subsidiary EffEE 990 990
Pledged bank deposits BRARITER 13,026 6,138
Deferred tax asset RIEFIHE &= 21,678 21,678
2,522,164 1,761,050
Current assets REBEE
Properties under development R REEYE
for sale 2,576,737 1,262,005
Trade and other receivables, deposits and B 5 K& H A B W AR 3K
prepayments Ze RENRIE 12 113,190 49,162
Restricted bank balances X PR 3R 17 48 &4 13 6,370 50,126
Pledged bank deposits BEHRARITER 14,103 14,103
Time deposits and bank balances EHERRRITEH 48,807 71,980
2,759,207 1,447,376
Current liabilities B E
Trade and other payables and accruals B 5 & H i FE T IR R R
J& 5t 7RI 14 1,640,831 703,666
Deposits received from sales of properties HEMEZERRIEZS 671,618 443,855
Amounts due to related companies JEE {<F B8 Bst A R 5118 15 2,379 2,224
Tax payable JE& {5t 7% I8 5,129 4,260
Convertible bonds ] % & 55 16 435,371 456,759
Bank and other borrowings R 17 R E 18 5K 17 86,412 45,181
Senior notes BERRE 236,592 232,670
3,078,332 1,888,615
Net current liabilities mEBEFE (319,125) (441,239
Total assets less current liabilities BEABRADEE 2,203,039 1,319,811
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Condensed Consolidated Statement of Financial Position 5 88 &7 & 81 # ik % ] &

At 30 June 2016 R-ZE—FENA=1+H

30 June 31 December
2016 2015
—E-REF —T—HEF
~A=1+H +=-A=+—H
NOTES HK$'000 HK$'000
Bt 5% FTER FHT
(Unaudited) (Audited)
(REER) (BEZR)
Capital and reserves EXREE
Share capital g A% 18 498,548 498,548
Reserves 1 (121,254) (60,139)
Total equity attributable to FRREEAEEREES
owners of the Company FR 377,294 438,409
Non-current liabilities FREEE
Rental deposits received BB eES 515 514
Bank and other borrowings R 17 K E {5 5K 17 1,130,928 477,122
Bonds (EE2 40,070 38,475
Loans from related companies RERBEATER 19 588,530 326,805
Deferred tax liabilities RERIBEE 65,702 38,486
1,825,745 881,402
2,203,039 1,319,811
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Condensed Consolidated Statement of Changes in Equity

BA&GERMNIERSE X

For the six months ended 30 June 2016 HZE=-ZT—X"F~A=+HI/~EA

Attributable to owners of the Company

ARREBAEM
Retained
Securities Share profits
Share Exchange investments option (Accumulated
capital reserve reserve reserve losses) Total
BERE BRE REEF
REA ERFERE & #E (RHABR) #m
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHET TET FTHT FTHT FTHT FHET
At 1 January 2015 (Audited) R-ZZE—HE—HA—H
(E#E %) 498,548 (6,360) 3,713 17,602 513,503
Loss for the period ANHARE 5 1B = = = (40,840) (40,840)
Other comprehensive income (expense) ANEBEMEE kK= (FAx)
for the period = 2,903 (3,713) — (810)
Total comprehensive income (expense) AHEEE ks (FAX) B85
for the period — 2,903 (3,713) (40,840) (41,650)
At 30 June 2015 (Unaudited) R-ZZE—RF~A=1+H
(REER) 498,548 (3,457) = (23,239) 471,853
At 1 January 2016 (Audited) R-—ZE—X"F—H—H
(BEZ) 498,548 (39,228) — (20,911) 438,409
Loss for the period AEEBE — — — (107,343) (107,343)
Other comprehensive expense for the NEAB E M2 EF X
period — (23,014) — — (23,014)
Total comprehensive expense AEEEE K ()88
for the period — (23,014) — (107,343) (130,357)
Recognition of share-based payments ERABRDHERE 2R
(note 23) (Fft 5£23) — — — 69,242 — 69,242
At 30 June 2016 (Unaudited) R-ZE—XR"FA=+AH
(REEER) 498,548 (62,242) — 69,242 (128,254) 377,294
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Condensed Consolidated Statement of Cash Flows
BIEGEIRERE R

For the six months ended 30 June 2016 #HZEZE=-ZFT—"F~A=t+HI~EA

=

Six months ended 30 June
BZAXBA=tHILLAEA

2016 2015

—R~E —T-RF
HK$’000 HK$'000
TET FHET
(Unaudited) (Unaudited)

(REER) (REEZ)

Net cash used in operating activities AREEXBREFE (51,317) (9,103)
Net cash (used in) from investing activities (AR)REREXKZ
BeFE
Interest received B F 8 157 865
Additions to investment properties BEYEEMN (378,217) (38,590)
Additions to property, plant and equipment ME BEREBZAE (1,122) (5,739)
Redemption of available-for-sale financial assets BOGEemEE — 62,901
Prepayment for acquisition of land U ﬂ%iﬂﬂz%ﬁ IE — (12,505)
Net cash inflow on acquisition of a subsidiary WE—RKBA
fﬁfﬁiﬁ)\i‘%%ﬁ 1,140 =
Placement of pledged bank deposits FEBHEARTER (7,048) —
Release of pledged bank deposits BREEMBITER — 3,400
Placement of restricted bank balance 178 X R HIRIT AR (5,415) -
Release of restricted bank balance b X IR SRIT 4 2R 48,251 —
(342,254) 10,332
Net cash from (used in) financing activities RE(AR)BMEZ£K2
Be¢ 38
New bank and other borrowings raised MEERTREMERKIE 740,939 —
Repayment of bank loans BEBFITER (29,313) (550)
Advance of loan from related companies 7 Hﬁ%’& AlfE R 2 BN 305,976 —
Repayment of loan from related companies BEEBARNER (520,928) (221,278)
Repayment of convertible bonds i ?T?ﬁﬁxfi%‘ (55,000) (110,000)
Net proceeds on issuance of bonds BITRSFZMEHIEGFE — 9,676
Net proceeds on issuance of senior notes BOBEZEBR G
PR FE — 44,804
Interest paid EERRNSS (60,220) (36,984)
381,454 (314,332)
Net decrease in cash and cash equivalents ReRBELEEER
B R (12,117) (313,103)
Cash and cash equivalents at 1 January R—B—HZEEK
Be%EEH 71,980 379,331
Effect of foreign exchange rate changes IVEEREE) 2 B (11,056) 302
Cash and cash equivalents at 30 June represented by RAB=THZEER
BeZEBEAUTHZS
Time deposits and bank balances and cash FHERRRITEHRERE 48,807 66,530
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Notes to the Condensed Consolidated Financial Statements

]

BA & © 8 5 W & Bf 5

For the six months ended 30 June 2016 HZE=-ZT—X"F~A=+HI/~EA

40

BASIS OF PREPARATION

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

The financial information relating to the year ended 31
December 2015 that is included in these condensed
consolidated financial statements as comparative information
does not constitute the Company's statutory annual
consolidated financial statements for that year but is derived
from those financial statements. Further information relating to
these statutory financial statements is as follow:

The Company has delivered the financial statements for the year
ended 31 December 2015 to the Registrar of Companies as
required by section 662(3) of, and Part 3 of Schedule 6 to the
Hong Kong Company Ordinance.

The Company’s auditor has reported on those financial
statements. The auditor's report was unqualified; did not
include a reference to any matters to which the auditor drew
attention by way of emphasis without qualifying its report; and
did not contain a statement under section 406(2), 407(2) or (3)
of the Companies Ordinance.

In preparing the condensed consolidated financial statements,
the directors of the Company have given due and careful
considerations to the future liquidity of the Group in light of
the Group’s current liabilities exceeds current assets by
approximately HK$319,125,000 as at 30 June 2016. The
directors of the Company have carefully assessed the Group's
liquidity position. Having taken into account (i) a new loan
advanced by a related company owned by Mr. Yang Longfei
(“Mr. Yang”) of approximately RMB541 million (equivalent to
approximately HK$635 million); (ii) the estimated proceeds from
the sales of properties in the next twelve months from the end
of the financial year; (iii) the unutilised available facilities
provided by banks, a financial institution and a related company
owned by Mr. Yang of approximately HK$485 million, HK$237
million and HK$741 million, respectively; and (iv) unutilised
facility granted by a supplier of the Group to extend the
repayment on construction cost of approximately RMB825
million (equivalent to approximately HK$969 million), the
directors of the Company are satisfied that the Group will have
sufficient working capital for its present requirements.
Accordingly, the condensed consolidated financial statements
have been prepared on a going concern basis.
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Notes to the Condensed Consolidated Financial Statements &5 B8 &= & 81 ¥ IR & B 5

For the six months ended 30 June 2016 #HEZE-—ZT—"FA=+HIL~EA

2. PRINCIPAL ACCOUNTING POLICIES 2. FTEEFHEE
The condensed consolidated financial statements have been HHAGRE M BERR DIRBER LN AR -
prepared on the historical cost basis except for investment BEATEFAEZREVERETERIAR
properties and certain financial instruments, which are Gh o

measured at fair values.

The accounting policies and methods of computation used in BE_Z—R"EXNA=THIEANEANBBLE
the condensed consolidated financial statements for the six EMBMERAMRBZEFABRREAET ERR
months ended 30 June 2016 are the same as those followed in AAEEBEE_ZT—AF+T-A=+—RHILF
the preparation of the Group’s consolidated financial statements EZiHReUMBREMKBEEMER o

for the year ended 31 December 2015.

In the current interim period, the Group has applied, for the HNE] H\JqJHHHH F'EJ REBHBREREASSEAD
first time, certain amendments to Hong Kong Financial N R I H E BT HAHA R 98 Al A B 2 BB B
Reporting Standards (“HKFRSs”) issued by the HKICPA that are ﬁ‘%iﬁ%ﬁﬁﬂ(f?ﬁéﬁﬂxﬂﬁiﬁgﬂw)z;ﬁ*ﬁ al e

mandatorily effective for the current interim period.

The application of the new amendments to HKFRSs in the RERFEME  EAEBMBREER 2
current interim period has had no material effect on the B HZEEHGEVBEREMERZ2EE
amounts reported in these condensed consolidated financial % 8z 5 AR A B IS R AT a2 B BRI
statements and/or disclosures set out in these condensed BREATE -

consolidated financial statements.

3. REVENUE 3. W=
Six months ended 30 June
BEARA=THLAEA
2016 2015
—E-AF —T—h%F
HK$'000 HK$'000
FTExT T T
(Unaudited) (Unaudited)
(REER) (REEEZ)
(Restated)
(E7)
Continuing operations BEREEK
Revenue represents the aggregate amounts I %5 38 B U % FE U
received and receivable, analysed as follows: BET&%E - 2T
Rental income from investment properties HEMEZHSBA 6,260 6,554

—z-xeemus 4]



LT Commercial Real Estate Limited

Notes to the Condensed Consolidated Financial Statements & B8 & & 81 ¥ IR & B 5

For the six months ended 30 June 2016 &HZ—-_ZT—XFA=+THI~HEA

4. SEGMENT INFORMATION 4, DEER
The following is an analysis of the Group's revenue and results LATABRBAZFEECED B 2AEE R E &
by reportable and operating segments. EEDN o
Segment revenue Segment profit (loss)
six months six months
ended 30 June ended 30 June
2 2 &= 2 EEF (FHE)
BEAA=tHALAEA BERA=THLAEA
2016 2015 2016 2015

—E-XE ZT—hHF ZB-X"F —ZT—AF
HK$'000 HK$'000 HK$°000 HK$'000
THET THET THET THET
(Unaudited) (Unaudited) (Unaudited) (Unaudited)

(RBER) (KEFER) REER) (REER)
(Restated) (Restated)
(E31) (&%)
Continuing operations FRAKEXR
Property investment in the People’s Republic AR ZE A R HEFE ([ E )
of China ("PRC") ZHMERE — = 112,455 32,360
Property development in the PRC KAz 5% — — (33,967) (22,133)
Property investment in the United REFMBERBE(EE]DZ
States of America (“USA") MERE 6,260 6,554 1,944 20,699
Property development in the USA R EB 2 5% — — (17,964) (16,082)
6,260 6,554 62,468 14,844
Unallocated items RO EIEE
Other income, gains and losses Hi A - Wz R E 18 (8.201) (16,044)
Unallocated corporate expenses, net RO ERS  FHE (13,518) (15,309)
Share-based payments LARR 17 /& B 2 1 3% (69,242) —
Finance costs B 75 & (48,782) (14,242)
Share of loss of a joint venture SiE—EEERRER (1,108) —
Loss before taxation from continuing REABEREXKZ
operations M5t AT B 1B (78,383) (30,751)
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Notes to the Condensed Consolidated Financial Statements &5 B8 &= & 81 ¥ IR & B 5

For the six months ended 30 June 2016 EHZEZ_—Z

SEGMENT INFORMATION (continued) 4.
Segment assets and liabilities

The following is an analysis of the Group’s assets and liabilities
by reportable and operating segments.

—RNERNRA=ZTHIEAREA

7 7B & # (&)

THEERAE

ANTRBBAZRRKELED B AEEEENK
af

30 June 31 December
2016 2015
—EB-REF —T—AF
~NA=1+H +=—A=+—H
HK$'000 HK$'000
FTET T T
(Unaudited) (Audited)
(REER) (&%)
Segment assets D EE E

Continuing operations BEKEER
Property investment in the PRC KRBz ERE 2,293,654 1,109,844
Property development in the PRC R Y 5 % 2,511,566 1,130,290
Property investment in the USA REBZYMERE 188,076 191,754
Property development in the USA 7 E B 2 1 2 A B 227,259 226,947
Total segment assets woyHEE 5,220,555 2,658,835
Deferred tax assets BEEHIBEE 21,678 21,678
Pledged bank deposits EEFRITER 20,103 14,103
Restricted bank balances = PRl 4R 17 45 88 — 48,251
Time deposits and bank balances & HI 7 3% & SR 1T 4 4 5,291 4,850
Interest in a joint venture R—HEERE 2= — 59,428
Loans to a joint venture mM—EEERAERK — 388,314
Unallocated corporate assets ROMRBEEEE 13,744 12,967
Consolidated total assets REHAE 5,281,371 3,208,426
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Notes to the Condensed Consolidated Financial Statements & B8 & & 81 ¥ IR & B 5

For the six months ended 30 June 2016 &% —

4.

44

TE—RERNA=THIEAREA

SEGMENT INFORMATION (continued) 4, DEHER(E)
Segment assets and liabilities (continued) ITHEEREE(H)
30 June 31 December
2016 2015
ZB-REF —E-hEF
AA=+HB +ZA=+—H
HK$'000 HK$'000
THER T
(Unaudited) (Audited)
(REER) (=)
Segment liabilities D EEE
Continuing operations HEREER
Property investment in the PRC RPE YR E 2,069,435 365,492
Property development in the PRC B 2 ) 5 R 1,335,313 1,177,388
Property investment in the USA REBZYMERE 118,608 119,384
Property development in the USA £ B 2 W 2 1,390 1,818
3,524,746 1,664,082
Convertible bonds A # iR & 5 435,371 456,759
Senior notes BEEER 236,592 232,670
Loans from related companies RKEBEATER 588,530 326,805
Bonds (EE2 40,070 38,475
Tax payable JE {5 74 18 5,129 4,260
Deferred tax liabilities EERIEEE 65,702 38,486
Unallocated corporate liabilities ROk EEE 7,937 8,480
Consolidated total liabilities REHER 4,904,077 2,770,017
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Notes to the Condensed Consolidated Financial Statements &5 B8 &= & 81 ¥ IR & B 5

For the six months ended 30 June 2016 #HEZE-—ZT—"FA=+HIL~EA

5. OTHER INCOME, GAINS AND LOSSES 5. HA - WERERE

Six months ended 30 June

BEAA=THLAREA

2016 2015
—E—XF —T—ARF
HK$'000 HK$'000
FHET T
(Unaudited) (Unaudited)
(RE&ER) (REEEZ)
(Restated)
(E751)
Continuing operations HESEER
Interest income from bank deposits AT A B A 157 577
Exchange gain, net b 5 U & 5 58 388 736
Change in fair value of financial liabilities EEREZEATFEFAER
designated as at fair value through profit or loss  ([#EAFEFAEZE])Z
("FVTPL") TRAEBENAFEE (14,774) (17,398)
Others H A 6,028 41
(8,201) (16,044)
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Notes to the Condensed Consolidated Financial Statements & B8 & & 81 ¥ IR & B 5

For the six months ended 30 June 2016 &HZ—-_ZT—XFA=+THI~HEA

6. LOSS BEFORE TAXATION 6. REFELKELEK o RBAEE
FROM CONTINUING OPERATIONS

Six months ended 30 June
BZANAB=1+THIXEA

2016 2015
—E-REF —E—FREF
HK$'000 HK$'000
FTHET FAET
(Unaudited) (Unaudited)
(REER) (REEZ)
Loss before taxation from continuing operations & B # 48 4% ‘& 3£ 7% 2 % B A &
has been arrived at after charging (crediting): B 23K (Gt A) N3 & A
ERE
Interest on convertible bonds A RESZF B 42,893 45,466
Interest on loan from related companies RKEEB AR ERZHE 44,880 19,769
Interest on senior notes BEZBRZAE 16,171 11,617
Interest on bonds BHEZHE 1,623 1,621
Interest on bank borrowing RITHERZF B 23,440 1,004
Total finance costs 42 & AR 129,007 79,477
Less: amount capitalised to investment properties J& : EZEREWE MFHAZERF
under construction and properties under EMEZERLEE
development for sale (80,225) (65,235)
48,782 14,242
Employee benefit expenses EERAMAX
Directors’ emoluments EE5 &
— Fees — Be 813 883
— Salaries, bonuses and allowances — e B4 N ERL 2,738 3,429
— Share-based payments — AR B ERE 2R 7,739 —
— Retirement benefit costs — ROKAE F B AR 50 94
11,340 4,406
Other staff costs Hih 8 Tk A
Salaries, bonuses and allowances e A RERM 43,324 26,699
Share-based payments LA B 1D B B fE 2 R 61,503 —
Retirement benefit costs IR KA A BR A 2,643 1,768
107,470 28,467
Total employee benefit expenses HEBEANAX 118,810 32,873
Less: amount capitalised to investment properties J& : & 7 8k B % 1% & ) %
under construction or development and KABREFEEMEZ
properties under development for sale ER& & (18,256) (8,629)
100,554 24,244
Depreciation e 1,076 833
Rental charges under operating leases KEHEET 2 HESRAS 5,648 5,508
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For the six months ended 30 June 2016 #HEZE-—ZT—"FA=+HIL~EA

7.

INCOME TAX EXPENSE

BB

Six months ended 30 June

BEANA=THIEAEAR

2016 2015
—E—XRF —T—AhF
HK$'000 HK$'000
TET T T
(Unaudited) (Unaudited)
(REER) (R EZ)
Continuing operations BEKSEXER
Deferred taxation i SE B 18
— revaluation of investment properties — EHREYE (28,960) (13,648)

Hong Kong Profits Tax is calculated at 16.5% of the estimated
assessable profit of the companies incorporated in Hong Kong.

Under the Law of the PRC on Enterprise Income Tax (the “EIT
Law”) and Implementation Regulation of the EIT Law, the tax
rate of the Group’s PRC subsidiaries is 25%.

The subsidiaries in the USA are subject to Federal Income Tax
of 35% and State Tax of 8.8% on the taxable income. Certain
subsidiaries are limited liability companies which are by default
disregarded entities (i.e. viewed as divisions of the holding
company) and taxed as part of their holding company for
federal and state tax purposes.

No provision for income tax has been made as the companies
within the Group incurred tax loss in Hong Kong, PRC and the
USA.

ERMNERDIBRERBRBEMK L2 AR 2
FHRERR T M R E16.5% 5T & o

REFBECEMERZEZ(EEMAEHRIZ)RE
EMBTEABREN - AKE S EMHE QR
B R 5325% ©

3 B fff |8 & B B $2 Bk FB P15 B0 35% & N 1 8.8%
BEFMEH - ETHEBRARBAERAR A&
THEAZEREEIRAEZERARZ S ) s
BB RN S EEERAR — o5 H
FIE o

HRASEREE PERXBEZARDHE
AHEBR AUt Y ELAEHRIELRE -
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48

DISCONTINUED OPERATION

During the second half year in 2015, the Group disposed of all
its fixed rate notes and discontinued the operation of securities
investment and finance operation. The profit for the period from
the discontinued securities investment and finance operation is
set out below. The comparative figures in the statement of
profit or loss and other comprehensive income have been
restated to re-present the securities investment and finance
operation as a discontinued operation.

ERIEEEXRK

R-Z-—RFTHF AEBLEEMAER
ERIRIEEFRERBERK - HAXAEE
RIEEBZRERBEXRBOGENEINNAT - 8
B EMEARERR ZLEBHTFELETD
NEM2INBHFREMBEXHE /DR IELE
ey

Six months ended 30 June
BEASNA=tTHIEAMEA

2016 2015

—EB—XKE —E—RHEF

HK$'000 HK$'000

FHET FA T

(Unaudited) (Unaudited)

(REEER) (REEZ)

Profit for the year ZNCY R — 3,559

The results of the discontinued operation are as follows:

ERERERBZRENT

Six months ended 30 June
BZA~A=1+HIEAXEA

2016 2015

—EB—RF —ET-REF

HK$'000 HK$'000

FTHExT F# T

(Unaudited) (Unaudited)

(RBER) (REEFEZ)

Revenue U 75 — 288
Gain on disposal of available-for-sale financial HEFEL @ EE 2 W%

assets — 3,297

Administrative expenses THRAX — (26)

Profit before tax B A% Al g A — 3,559

Income tax expense FTis 8 % i — —

Profit for the year NEE — 3,559

During the six months ended 30 June 2015, the net operating
cash flows contributed by the securities investment and finance
operation to the Group are insignificant, and the Group
received HK$62,901,000 in respect of investing activities during
the six months ended 30 June 2015.
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Notes to the Condensed Consolidated Financial Statements &5 B8 &= & 81 ¥ IR & B 5

For the six months ended 30 June 2016 #HEZE-—ZT—"FA=+HIL~EA

9. LOSS PER SHARE 9. BREE
From continuing and discontinued operations REFEKERCERLIEREXER
The calculation of the basic and diluted loss per share RRAREBEAEEZERERNREFEBE IR
attributable to the owners of the Company is based on the BUATHEG=E

following data:

Six months ended 30 June
BZEANA=1THILAXEA

2016 2015
—E-REF —T—hHF
HK$'000 HK$000
FERT FAT
(Unaudited) (Unaudited)
(RBER) (REEEZ)
Loss for the period AHEEE
Loss for the period for the purpose of basic and st & ARG A A B
diluted loss per share attributable to the owners 2 &% & A K&
of Company g s AHEE R (107,343) (40,840)

Six months ended 30 June
BZANA=1THILAXEA

2016 2015
—E—XE —F—hHF
‘000 ‘000
TR TR
(Unaudited) (Unaudited)
(REBEZ) (Riges=z)
Number of shares IR 5 & 8
Weighted average number of ordinary shares for &FE &R E A K
the purpose of basic and diluted loss per share — B#EEE <
B 3 A O #E < 15 B B 338,766 338,766
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50

LOSS PER SHARE (continued)
From continuing operations
The calculation of the basic and diluted earnings (loss) per share

from continuing operations attributable to the owners of the
Company is based on the following information:

BREEE)
REFECEEYR

ARBFEEARGEREFELCEREBZERE
AREBHERN(BE)RBATERGE

Six months ended 30 June
BZA~A=1+HILEAEA

2016 2015
—E-RE —Z—RF
HK$'000 HK$'000
FET T T
(Unaudited) (Unaudited)
(REER) (CREEZR)
Loss for the period HANEE
Loss for the period attributable to owners of the HIAARQAT A A FEEEIE
Company (107,343) (40,840)
Profit for the period from discontinued operation HiIARBEE KR IFKEEEE 2
e F) — 3,559
Loss for the purpose of basic and diluted loss per it EREFBE L EEBL 2
share from continuing operations ERERARBEEE 2
& 18 (107,343) (44,399)

The denominators used are the same as those detailed above
for the basic and diluted loss per share.

From discontinued operation

Basic and diluted earnings per share from the discontinued
operation in nil (2015: HK1.05) cents per share and diluted
earnings per share from discontinued operations is nil (2015:
HK1.05) cents per share, based on the profit for the period
from discontinued operation of nil (2015: HK$3,559,000) and
the denominators detailed above for the basic and diluted loss
per share.

In the current and prior periods, the potential ordinary shares
attributable to the Company’s outstanding convertible bonds
and share options have anti-dilutive effect as the assumed
conversion and exercise would result in decrease in loss per
share.
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Notes to the Condensed Consolidated Financial Statements &5 B8 &= & 81 ¥ IR & B 5

For the six months ended 30 June 2016 #HEZE-—ZT—"FA=+HIL~EA

10. INVESTMENT PROPERTIES 10. REWZHE
Investment
property
Completed under

investment construction
property situated on a
situated on a land in the
freehold land PRC under
located in the medium-term

USA lease Total
NRAEER ATEFH
KAERELH HELHZ
Z & EERE

REYHE LS it
HK$'000 HK$'000 HK$'000
FHBIT F# T FH T
At fair value RATE
At 1 January 2015 R-ZZT—hFE—H—H
(Audited) (Fe&E%) 166,765 401,359 568,124
Additions NE 1,046 651,772 652,818
Change in fair value included in profit or loss FFAEBZZAFEZE
— unrealised — RHB 16,780 75,698 92,478
Effect of foreign exchange difference IINEEREZRE (125) (38,358) (38,483)
At 31 December 2015 R-ZTE—AF+-_A=+—H
(Audited) (BER) 184,466 1,090,471 1,274,937
Acquisition of a subsidiary I B — FEl S B A Al - 522,685 522,685
Additions = — 605,608 605,608
Change in fair value included in profit or loss AR ZATEEZD
— unrealised — RKHR (1,553) 118,562 117,009
Effect of foreign exchange difference IINEEREZ BB 265 (43,672) (43,407)
At 30 June 2016 RZZE-—REXA=TH
(Unaudited) (REE&ER) 183,178 2,293,654 2,476,832
The fair values of the Group’s investment properties at 30 June AEBKREYWER-_ZT—NFNA=1THZA
2016 have been arrived at on the basis of valuations carried out TETBERERITER AT KCCP Group, Inc.
on those dates by DTZ Debenham Tie Leung Limited and CCP (EAREBENWEEE 2B S EBREEGLEER)
Group, Inc., independent qualified professional valuers not REBETZHBEER -
connected to the Group.
The fair values of completed investment properties is derived ERIEEYMEATFTEREERE F W2 R1EE
from the capitalisation of net income method with due W25 > @ EaL o

allowance for the reversionary income.
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For the six months ended 30 June 2016 &HZ—-_ZT—XFA=+THI~HEA

10.

1.

52

INVESTMENT PROPERTIES (continued)

For investment properties under construction that are measured
at fair value, residual method of valuation is adopted. The value
is based on the development potential of the properties as if
they were completed in accordance with the existing
development controls at the date of valuation. The value has
also taken into consideration all costs of development and
allowance of profit required for the development, which duly

reflected the risks associated with the development.

INTEREST IN A JOINT VENTURE/LOANS TO
A JOINT VENTURE

On 3 May 2016, Handan LT Real Estate Development Company
Limited (“Handan LT"), an indirectly wholly owned subsidiary of
Estate

the Company, Handan Municipal Investment Real

Development Company Limited (“Handan Municipal Real
Estate”), an independent third party and Handan LT Municipal
Investment Real Estate Development Company Limited (“JV"), a
joint venture of the Company entered into a letter of intent for
the transfer of 50% equity interest in JV held by Handan
Municipal Real Estate to Handan LT. On the same date, Handan
LT, Handan Municipal Real Estate, Shijiazhuang Lerthai Real
Estate Development Company Limited (“Shijiazhuang LT”), a
related company which wholly owned by the controlling
shareholder of the Company, and the JV entered into a loan
purchase agreement (the “Loan Purchase Agreement”), pursuant
to which Handan Municipal Real Estate agreed to dispose of
and Shijiazhuang LT agreed to purchase the loan advanced by
Handan Municipal Real Estate to the JV and Handan Municipal
Real Estate ceased its participation in the management and
operation of the JV. On 4 May 2016, representative from
Handan Municipal Real Estate resigned and representative from
the Company has been appointed as legal representative and
general manager of JV. The JV has become a wholly owned
subsidiary of the Group accordingly. Details of which are
disclosed in the announcement of the Company dated 19 July
2016.
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12.

13.

TRADE AND OTHER RECEIVABLES, 12. ESRHEMEBEWRRERR - BRERA
DEPOSITS AND PREPAYMENTS E/SE

30 June 31 December

2016 2015

—E-KF —T—hF

ANA=+HB +ZA=+—H

HK$'000 HK$'000

FTHET FAET

(Unaudited) (Audited)

(REER) (Ez)

Trade receivables B 5 BR 3Kk 1,895 1,192
Prepayment of business taxes and EEN KR E MR B IE 2 T8

other PRC taxes R 85,591 33,363
Other deposits, prepayments and receivables Hiize » BAZERER

BR X 25,704 14,607

113,190 49,162

Trade receivables represent rental receivables due from the
property manager appointed by the Group. Pursuant to the
agreement between the property manager and the Group, the
property manager shall paid the rental collected on behalf of
the Group to the Group within 30 days. At the date of
reporting period, these trade receivable are not yet due for
payment.

RESTRICTED BANK DEPOSITS

Restricted bank balances carry interest at market rate of 0.35%
per Restricted bank balance amounting to
HK$6,370,000 (31 December 2015: 1,875,000) can only be
applied to designated property development project of the

annum.

Group in the PRC. At 31 December 2015, a balance amounting
to HK$48,251,000 represented the bank balance placed with a
bank for application of a banking facility. During the current
interim period, the restricted bank balance of HK$48,251,000

was released.

13.

BORBEARAREREI2MELERKZ
HE -REVELEARAEBE Z2HE  WEL
BARBARARENREREBERIZ
He NBEEH ZEFEZREEFDARE
HISAS ©

ZRBEBITER

IR il 4R 17 45 88 LA TH 35 F FI E0.35% &1 & ° &
PR 1 4R 17 45 84 & 58 56,370,000 L (= —H
F+=-H=+—H:1,875,000/8T) E A EHR
AEEZHEEEN*ERER -NZZT—1
F+ZA=+—H ' #5 £ %48,251,000% T8
FERRITZRTHELR  AERFRITRE -
& AR EIEAE - & PR &l R 17 45 £248,251,000
BT E R o
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14. TRADE AND OTHER PAYABLES AND
ACCRUALS

14. ESZ R EMENRARRET KR

30 June 31 December

2016 2015

—E—RE —E—hF

AA=+HB +ZA=+—H

HK$000 HK$'000

TERT FHE T

(Unaudited) (Audited)

(REER) (&&EZ)

Construction costs payables JE 1~ 8 222 i AN 176,750 99,573

Accrued construction costs FE ST R A A 790,967 528,270
Deposits received from suppliers/contractors on it & 41212 2 Uttt fERg

contracts tendering AERZERS 18,609 48,986

Advance received from government (Note) B AT BB A 22 3R (B 5 ) 622,813 —

Other payables and accruals E R BR SR KR B AT KB 31,692 26,837

1,640,831 703,666

Note: The amount represents advance from government for construction of

relocated residence for residents who originally lived in a site which

acquired by the Group for property development.

Construction cost payables are aged within one year, based on

invoice date.

15. AMOUNTS DUE TO RELATED COMPANIES

The amounts represent (a) certain operating expenses of the
Group in the PRC paid on behalf of the Group by the related
companies which are unsecured, interest-free and repayable on
demand and (b) accrued interest on loan from a related
company. These related companies are controlled by Mr. Yang,

the ultimate controlling shareholder.

54
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16. CONVERTIBLE BONDS 16. ATRKRES

30 June 31 December

2016 2015

ZE—-XRF —T—AhF

AA=tH +ZA=+-—H°H

HK$'000 HK$'000

TET FAT

(Unaudited) (Audited)

(REFER) (&%)

At the beginning of the period/year B E ) 456,759 568,523
Repayment of convertible bonds BIR AT R & 5 (55,000) (110,000)
Interest charged during the period/year ANEARE B 2 FB 42,893 91,821
Interest paid EEREES! (24,055) (55,409)
Change in fair value NFEEE 14,774 (38,176)
At the end of the period/year Hy R 435,371 456,759

On 10 January 2014, the Company issued convertible bonds to
an independent third party in the principal amount of
HK$550,000,000. The convertible bonds will mature on 9
January 2017 (“Maturity Date”), are denominated in HK$ and
bear interest at three month Hong Kong Interbank Offered Rate
plus 12% per annum. However, if the amount of the interest
which accrues on each convertible bond on the day immediately
before each redemption date or maturity date is less than an
amount representing an internal rate of return of 15% on the
relevant principal amount of such convertible bond (the
“Guaranteed Return Amount”), the Company is required to pay
to each bondholder an amount equal to a sum being: (a) the
Guaranteed Return Amount; minus (b) the accrued interest; and
then multiplied by (c) the number of convertible bonds held by
the relevant holder of the convertible bonds as at the close of
business on the relevant redemption date, conversion date or
maturity date (as the case may be). Interest is payable quarterly
in arrears and is capitalised.

RZF—NFE—A+H ANARIA—EBILE=
75 % 17 78 & %8 /550,000,000 T 2 7] # % (&
S T HBRELSER-_E—tE—FhB (3
HAE 1) B H - DA T B E I BA12% G A & N =
BABBRTAEREGE - A WEHA
BREFNEESEOAXZIBMAN—BAHMR
2R ELRZEARRESHEASEZR
HEHEI15% ((RELCRSEFE]) - RABMAR
EEFFBEAIMBERAUTSHBNZ 05
@R E DR e R R A S A& IR LA
MAEBREFE R B sk 2 HA B 4 R4 X AE R A iR
BEBEAMBEZARRESHERTER
mE) MEBEEFTEINITERERMERER
1t »

—P-AEEHESE DD
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16.

56

CONVERTIBLE BONDS (continued)

Pursuant to the terms and conditions of the convertible bonds,
the Company is required to repay certain amounts of the
principal on the first and second anniversary of the date of
issue of the convertible bonds (“Anniversary Dates”). If certain
conditions set out in the terms are not met, the Company is
required to repay additional amounts of the principal on the
Anniversary Dates respectively. Details of the repayment terms
and the conditions are set out in the Company’s
announcements dated 24 December 2013 and 3 January 2014.

The convertible bonds can be converted into shares at an initial
conversion price of HK$2.6701 per share up to an aggregate of
33,537,900 shares or a number of shares that represents 9.01%
of the then issued share capital of the Company as enlarged by
and immediately following the issue of Shares upon such
conversion, whichever is higher. The details of the terms of
conversion and redemption and other terms of the convertible
bonds are set out in the announcement issued by the Company
on 24 December 2013 and 3 January 2014. Accordingly, the
principal amount of convertible bonds with conversion feature is
HK$89,550,000 (“CB with Conversion Feature”) and principal
amount of convertible bonds without conversion feature is
HK$460,450,000 (“Straight Note”).

The convertible bonds are secured by pledged bank deposits,
the Company’s shares held by China Lerthai Real Estate
Holdings Limited (“China Lerthai”), the ultimate holding
company of the Company, guarantees provided by Mr. Yang,
China Lerthai and certain related companies controlled by Mr.
Yang. These related companies and Mr. Yang did not charge the
Company for the securities and guarantees provided.

The convertible bonds have been designated as financial liabilities
at FVTPL as they contain more than one non-closely related
embedded derivatives. The fair value of the convertible bonds are
determined by aggregating the fair value of (i) the Straight Note
and (ii) CB with Conversion Feature. The fair value of the Straight
Note was calculated as the present value of the contractually
determined stream of future cash flows discounted at an interest
rate which are determined by referencing the HK$ Fund Note plus
a credit spread by reference to the credit analysis of the Company
and the market rate of comparable companies with similar credit
ratio. The fair value of CB with Conversion Feature is determined
using Binomial Option Pricing Model with the following key inputs.
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16.

CONVERTIBLE BONDS (continued)

16. AR & 3% (&)

At 30 June At 31 December

2016 2015

RZZ—XRF RZEZ—A%F

ANA=T1H +=-—RA=+—8”

Share price of the Company RABRE HK$3.80 HK$2.55
3.80/& T 2.55%8 7T

Risk free rates 4 & b | R

Discount rate BTl B
Dividend yield f% B 2 =
Option life 8 B 7 F 5
Volatility R By
Exercise price B

The above risk free rates were determined with reference to
yields of 0.53 years and 1.03 years Hong Kong Exchange Fund
Notes available as of 30 June 2016 and 31 December 2015
respectively. The expected volatility was determined based on
the historical volatility of the Company’s share price for the past
0.5 years and 1 years respectively.

An increase in volatility would result in an increase in the fair
value of convertible bonds, and vice versa. If the volatility is
10% higher and lower while all other variables are held
constant, the carrying amount of the convertible bonds would
increase by approximately HK$575,000 and decrease by
approximately HK$523,000 respectively. An increase in discount
rate would result in a decrease in the fair value of convertible
bonds, and vice versa. If the discount rate is 10% higher and
lower while all other variables are held constant, the carrying
amount of the convertible bonds would decrease by
approximately HK$2,991,000 and increase by approximately
HK$3,077,000 respectively.

0.14% to 0.29%
0.14% £0.29%
21.54% to 21.69%
21.54% £21.69%
0%

0.53 years

0.53%F

42.09%
HK$2.6701
2.6701%8 T

bt g B R =R TS 03 IR

0.04% to 0.15%
0.04% £0.15%
20.98% to 21.09%
20.98% £21.09%
0%

1.03 years

1.034F

48.81%

HK$2.6701
2.6701% 7T

BENR_ET—NFEN

A=+Bk=_ZFE—AF+-_A=1+—HZEF BN
fEE S W 28053F K1.03FE F - BHE & E
TR BEARARBEOSERIERBZESL
WENMEEE T o

BB M SR RRES 2 R FEEM -
RZINA o MR B M AR TFE10% @ M E A
AEENE  ATRRES 2 REEKD BIE M
#9575,0007% 7T & ik 4> #49523,000/8 7T © #rE =
ENEBMIBMBRESAFERD  RZITA °
HITER EFA R TE10% » mH A n] £ ERE
AR B % 2 BRE A 1% 5 BllR 2> £92,991,0004
JC K 38 51 #93,077,0005% It °
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CONVERTIBLE BONDS (continued)

The fair values of convertible bonds at 30 June 2016 were
arrived at on the basis of a valuation carried out on that dates
by Asset Appraisal Limited, an independent qualified
professional valuer not connected to the Group. They are
categorised as Level 3 under the fair value hierarchy set out in
HKFRS 13 Fair 3 fair

measurements are those derived from valuation techniques that

Value Measurement. Level value
include inputs for that asset or liability that are not based on

observable market data (unobservable inputs).

As at 30 June 2016, the Group has breached the covenants of
the convertible bonds.

BANK AND OTHER BORROWINGS

During the current interim period, the Group obtained new
bank borrowings amounting to HK$740,939,000 (31 December
2015: HK$441,461,000). The borrowings carried interest at
variable rates at base rate of the People's Bank of China
("PBOC") plus 0.4% and base rate of the PBOC plus 0.05%
and are repayable in instalments over a period of 1 to 9 years.
The proceeds are to finance the construction of investment
properties and properties under development for sales.

The bank and other borrowings are secured by the Group's
in the USA as well
assignment of all rents to the bank on the investment property

investment property located as the
located in the USA, certain investment properties located in the
PRC and properties of a related company controlled by Mr.

Yang the controlling shareholder of the Group.

Other than the new bank borrowings obtained during the
current interim period, the existing bank borrowings carry both
fixed interest at 13.6% and variable interest at the daily Wall
Street Journal Prime Rate minus 0.25% per annum and base
rate of the People’s Bank of China (“PBOC") plus 0.4%.
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18.

19.

SHARE CAPITAL 18. B
Number of shares Share capital
Enk 4| S
HK$'000
FAET
Authorised: EE
At 1 January 2015 (Audited), RZE-—AFE-F-BEEZ)
30 June 2015 (Unaudited), “E-REXNB=THECGREER)
31 December 2015 (Audited) and ZE-AFETZA=T-BB&ERR
30 June 2016 (Unaudited) —E-RAFANA=ZTHCRERER)
— Unlimited number of ordinary shares — ERHEB 2 EEEL AR
with no par value
Issued and fully paid: ERTRAR:
At 1 January 2015 (Audited), RZE-—AF—A—B(EEZ)
30 June 2015 (Unaudited), RZE—RENA=TH(RERZ) -
31 December 2015 (Audited) and —Z-AF+-A=+-B(EERK
30 June 2016 (Unaudited) T -RERNA=ZTHREER)
— Ordinary share with no par value — EEELTAR 338,765,987 498,548

LOAN FROM RELATED COMPANIES

The related companies are companies controlled by Mr. Yang,
the controlling shareholder of the Company and the chairman of
the Board.

As at 30 June 2016, included is an amount of HK$115,305,000
(31 December 2015: HK$326,805,000) drawn down from the
revolving loan facility of RMB700,000,000 (approximately to
HK$822,520,000) provided by a related company controlled by
Mr. Yang. The amount is unsecured, interest bearing at 12%
per annum and repayable in full on the day falling 36 months
from the date on which the loan is drawn down. During the
Period, the Group obtained new
HK$305,976,000 repaid amounting to
HK$520,928,000 under this revolving loan facility.

loan amounting to

and loan

Upon the acquisition of a subsidiary as disclosed in note 20, the
Group acquired a loan from a related party from the acquisition
of the JV. The loan is unsecured and interest bearing at
10.455% per annum. The amount is repayable in full on the day
falling 24 months from respective drawdown dates.

19. REBABHATER

BB AR AARAEERRREETEIREISE
EEGIR AT o

HE-Z—XEXNAZ1TA BEKGEEE
SO AR REBRERBARE
700,000,0007T (49822,520,0007% JT) #2 BL &9 X
%8115,305,0008 T (2 —AF+-A=+—§:
326,805,000 70) - @R AEER  BREHN X
2%t 8 EEEERIENE B m36EAE
HEHEE HRAHHE AEERZBERER
BB R ¥ 5 70305,976,000/8 - EEEEE
520,928,000 T °

R E20WBEZMBEARKBEERR A&E
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20.

60

ACQUISITION OF A SUBSIDIARY
As set out in note 11, on 4 May 2016, the Group acquired
remaining equity interest in JV at a cash consideration of RMB1

(equivalent to HK$1).

The net assets recognised at the date of acquisitions:

Wi — KB A F

MK ENFRH  RZB-AFEANA - A%
BRE-RAAATZHTRE REBAR
AT (R RIB ) »

RKBEER BRERZEEFE:

HK$'000
T T
(Unaudited)
(R ER)
Net assets acquired: BANFEE:

Plant and equipment 5 K 5% 809
Investment properties "EYHE 522,685
Properties under development HEREEWE 980,048
Deposits and prepayments Hih B ARIE - & RFENFKIE 26,340
Bank and cash balances RAT R IR & 4 R 1,140
Trade payables B EMER (9,664)
Other payables and accruals H A BT BRI FE 5T 3K B (621,943)
Loan from a related party RE— B 2B R (445,940)
Loan from the Group REAEB ZER (453,475)

Net cash inflow arising on acquisition: WHEELE 2RSSR AFE:
Bank and cash balance acquired BEERRIT RIR € 4 8 1,140

Included in the loss for the interim period is loss of
HK$2,306,000 attributable to the subsidiary. There is no
revenue attributable to the subsidiary for the interim period.

Had the acquisition of the subsidiary been effective at the
beginning of the interim period, the amount of loss for the
interim period would have been HK$108,451,000. The pro-
forma information is for illustrative purposes only and is not
necessarily an indication of revenue and results of operations of
the Group that actually would have been archived had the
acquisition been completed at the beginning of the interim
period, nor is it intended to be a projection of future results.

In determining the ‘pro-forma’ loss of the Group had the
subsidiary been acquired at the beginning of the interim period,
the directors calculated depreciation and amortisation of plant
and equipment based on the recognised amounts of plant and
equipment at the date of the acquisition.
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21. COMMITMENTS 21. &L
As of the end of the reporting period, the Group had the RWEMR - AEEFE T EFTAEREE
following commitments contracted for but not provided: 2K
30 June 31 December
2016 2015
ZEB—XF —T—AhF
~B=1H +=—A=+—H
HK$'000 HK$'000
FHEx F# T
(Unaudited) (Audited)
(REER) (BER)
Development costs for investment properties under 7R IEEYE 2
construction or development A B X AR 881,392 639,424
Capital contribution to a joint venture mM—Ee&ERATEE — 30,157
Acquisition of a subsidiary W B — I Y B 2 A 2,310 2,310
Total capital commitments BARRIEET 883,702 671,891
Development costs for properties RAEPEEWEZ
under development held for sale 7 2 K AR 2,307,890 1,241,234
3,191,592 1,913,125
22. CONTINGENT LIABILITIES 22. FREE
30 June 31 December
2016 2015
ZE—-XF —T—hF
~B=1H +=—A=+—H
HK$'000 HK$'000
FTHEx F# T
Guarantees given to banks in favour of its MIBITRBZRBER
customers in respect of mortgage loans MBITELHAERF A
provided by the banks X A ZER 276,130 196,031

—z—rzamus Ol
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23.
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HE-_Z-—RFRA=THILREAH

CONTINGENT LIABILITIES (continued)

The guarantees are given to banks with respect to loans procured
by the purchasers of the Group’s properties. Such guarantees will
be released by banks upon the delivery of the properties to the
purchasers and completion of the registration of the mortgage
with the relevant mortgage registration authorities or settlement of
the outstanding mortgage loans. In the opinion of the directors,
the fair values of the financial guarantee contracts are not
significant as the possibility of default by the relevant purchasers is
remote and, in case of default in payments, the net realisable
value of the related properties can recover the repayment of the
outstanding mortgage principals together with the accrued interest
and penalty. Accordingly, no provision has been made in the
consolidated financial statements for these guarantees.

The guarantees are secured by the Group’s pledged bank
deposits amounting to HK$13,026,000 (31 December 2015:
HK$6,138,000).

SHARE-BASED PAYMENTS

The Company’s Share Option Scheme was adopted on 22 August
2014, for the primary purpose of providing the participants with
an opportunity to obtain an equity interest in the Company, thus
linking their interests with the interests of the Group and thereby
providing them with an incentive to work better for the interests
of the Group, and will expire on 22 August 2024.

On 16 May 2016, a total of 33,876,590 share options were
granted to a director and employees of the Group under the
Share Option Scheme. The share options are exercisable during
the period from 16 May 2016 to 15 May 2026.

The fair value of options granted by the Company was assessed
using the binomial model. The following inputs were used:

Date of grant 16 May 2016
Share price on date of grant HK$4.11
Exercise price HK$4.11
Expected volatility (Note (a)) 57.76%
Expected life 10 years
Risk-free rate (Note (b)) 1.189%
Expected dividend yield 0%
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23.

24.

SHARE-BASED PAYMENTS (continued)

Notes:

(a) Expected volatility was determined based on the historic daily volatility
of the Company’s share prices (calculated based on the expected life

of the share options).

(b) Risk-free rate was determined based on the yields to maturity of

respective Hong Kong Sovereign Curve.

The binomial option pricing model has been used to estimate
the fair value of the share options. The variables and
assumptions used in computing the fair value of the share
options are based on the best assessment of the directors of
the Company on the valuer’s estimation. Changes in variables
and assumptions may result in changes in the fair value of the
share options.

The estimated fair value of the options granted was
approximately HK$69,242,000. In the current interim period, the
Group recognised share-based payments of HK$69,242,000 in
profit or loss and the corresponding amount has been credited
to share option reserve. No liabilities were recognised due to
share-based payment transactions.

MATERIAL RELATED PARTY
TRANSACTIONS

Apart from related party transactions disclosed in notes 11, 15, 16,
19 and certain assets of the Group agreed to be charged as
guarantee of loan due by a related party pursuant to Loan Purchase
Agreement as set out in the Company’s announcement dated 19
July 2016, during the period, the Group had the following

transaction with related parties:

23.

24.

PEHEMEFRAR

& 8 15 H R b 5F

R B E# 2N RE)

@) BHKEDRARARE 2BERESHRE (R
BERECTABFHFE MEE

(b) EERRBAXDNEZ2EEBIREFBRREERM
BE -

“HEAEAEEEACARGBREZA
B - ARHERBBREZR ?ﬁﬁ’]“%ﬁl&fﬁj*“
REBADRERZAEMGT ELAORETE

FHLRBBZEHATERNEREZATES
@jo
BEREERE 2GR FEL A69,242,0008

T RERNTHBMR AEEEBANIEZRT
LARE (7 B & i 2 1+ 38 569,242,0007% 7T+ 1M 48
BeBEFABRERRE LEABEHNRMA
BRDBERZNRRGMEHER -

EXBABLIXES

BRI 5E11 - 15~ 16 ~ 197 58 Z B B 5 2
NERFHOARABBRA—ST—"FLATIE
ZRERY  BERBEFBEERBEARAH
BAOEHZERERNAEEE TEEN - B
NEE  AEBEBABRFHETUTRS :

Six months ended 30 June
BEZEXRA=1+THLAEA

2016 2015

—E—RE —T—hF

HK$'000 HK$'000

TERT T T

(Unaudited) (Unaudited)

(REER) (REEEZ)

Interest expense on loan from related companies BBt AR E R 2 F BB X 16,121 19,769
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25.

26.

64

NERNRA=THLEREAA

DIVIDENDS

No dividends were paid, declared or proposed during the six
months ended 30 June 2016. The directors of the Company
have determined that no dividend will be paid in respect of the
six months ended 30 June 2016.

EVENTS AFTER THE REPORTING PERIOD

On 27 November 2015, the Group entered into the sale and
purchase agreement with an independent third party (the
“Vendor”),
agreed to acquire and the Vendor has conditionally agreed to

pursuant to which the Group has conditionally

dispose of the entire issued share capital of the First Investment
“LERTHAI Asset
“Target”) at a consideration of

Management Limited (subsequently renamed as
Management Limited”) (the
HK$3,300,000.

On 26 July 2016, all the conditions precedent set out in the
sale and purchase agreement have been fulfilled and completion
of the acquisition took place on the same date.

Following completion of the acquisition, the Target will become
an indirect wholly-owned subsidiary of the Company. The
Target is principally engaged in Type 9 (Asset Management)
regulated activity under the Securities and Futures Ordinance
(Cap. 571, Laws of Hong Kong). The directors of the Company
are in progress in assessing the financial impact to the Group.
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