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Management Discussion and Analysis
EEENWED N

Industry Review

During the first half of 2018, the Chinese economy continued its steady growth
trend with further progress in the structural adjustment. The economy set off
toward high quality positive development. The real estate industry in China has
also entered a normal stage of transformation and upgrade. Apart from the
constant launch of measures under the macroeconomic control policy on the
property market, the government strengthened regulatory control on loans for
property development to curtail leverages and bubbles in the real estate market,
further promoting a positive development of the industry.

According to the statistics of the National Bureau of Statistics, during the
first half of 2018, the sales area and sales amount of commodity housing in
China continued to grow to a sales area nationwide of 771.43 million square
meters, representing an increase of 3.3% year-on-year, while the sales amount
of commodity housing nationwide was RMB6,694.5 billion, representing a
year-on-year growth of 13.2%. Meanwhile, the area of commodity housing
pending for sale continued to decline. As at the end of June 2018, the area
of commodity housing pending for sale nationwide was 550.83 million square
meters, representing a year-on-year decrease of 14.7%. This demonstrated the
effectiveness of the property control policy. It is expected that the destocking
and the property cooling policy will be implemented at the same time.

As one of the cities of entrepreneurship in China, Shenzhen is developing its
innovative economy constantly and rapidly, which implies the ongoing inflow of
more migrant talents and bringing a steady source of vivacity and vibrancy in
the society. According to the latest findings of the Statistics Bureau of Shenzhen
as at the end of 2017, the resident population in Shenzhen was approximately
12.5283 million, representing an increase of 0.62 million or 4.6% compared to
2016, the record high of this century by net increase.

Following the increasingly enhanced efforts in promoting the introduction
of talents into Shenzhen, the comparative edge of more introduced quality
talents was gradually demonstrated under the government policy. In 2017, its
registered population increased by 299,200 as compared to the previous year,
well ahead of other first-tier cities in terms of population growth. The Shenzhen
Government actively attracted talents by simplifying the application procedures
for Shenzhen residency account, which is conducive to attracting the influx
of young, quality and highly intelligent external talents constantly and in turn
a strong support to the urban development and demand for residential and
commercial properties in Shenzhen.
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Management Discussion and Analysis

The “Framework Agreement on Deepening Guangdong-Hong Kong-Macao

Cooperation in the Development of the Greater Bay Area” (OFLEERE
VEHE#E R R ERRIESRH3E)) has been entered into by Guangdong, Hong

Kong and Macao, marklng a major milestone achieved for the “Development
Plan for a City Cluster in the Guangdong-Hong Kong-Macao Greater Bay Area”
((EBERAERMMEZEREN) ). The launch of such plan signifies that the
development of the Guangdong-Hong Kong-Macao Greater Bay Area has been
escalated to the level of a Central Government policy and a national plan, which
also provided a major platform for a new page of further reform, opening up
and development of Guangdong as well as consolidating the cooperation among
Guangdong, Hong Kong and Macao. It is expected that the Guangdong-Hong
Kong-Macao Greater Bay Area will be developed into a globally first-rate bay
area by 2020, establishing the framework for a world-class city clusters; and by
2030, the Greater Bay Area will rank the top among global bay areas, turning
into an advanced manufacturing center, key innovative center, international
financial, shipping and trading center and emulating into the forefront of world-
renowned city clusters. As more development plans for the Greater Bay Area
are being rolled out, it is expected that the population within the area will
noticeably surge.

Unique Strength Unique Properties As a unique comprehensive real estate
developer, the Group has positioned itself as a property developer focused on
the Guangdong-Hong Kong-Macao Greater Bay Area and a pioneer in urban
redevelopment. Pursuing the strategic positioning of “Unique Properties,
Renovation and Redevelopment pioneer” and persisting in the “dual-core”
strategic planning vision of “Focusing on Core Cities and Cities’ Core Areas”
with “Shenzhen-Hong Kong” playing the pivotal role, the Group has expanded
its strategic presence over the core areas of core cities such as Shenzhen,
Hong Kong and Pearl River Delta region. Among the projects to be developed
by the Group in the future, those located in the Greater Bay Area accounted for
75% or more. Along with the progress of the national development strategies
for Guangdong-Hong Kong-Macao Greater Bay Area, the economic and
external population within the Bay Area is expected to continue to grow, further
improvement in infrastructures and urban renewal was seen, resulting in a
significant increase in the asset value and a significant drop of risks of the
Group’s projects located in the core cities of the Greater Bay Area. In particular,
the development has brought about enormous room and potential opportunities
for the development of the real estate market in Shenzhen, which will further
drive the sales and profit growth of the Group.

The Group adopted an urban redevelopment model to acquire land resources.
Situating in the core areas of the core cities, the projects individually can have a
total gross floor area ranging from hundred thousand to a million square meters.
It also has cost advantages over land bidding with a high profitability. The
additional land supply of the Group is limited to the core cities of the Greater
Bay Area such as Shenzhen. Urban redevelopment has become the main
source of land supply gradually. With its decades of successful experience and
proven track record of multiple urban renewal project cases, the Group retains
its first-mover advantage.

In addition, through the unique model of collaboration with our controlling
shareholder who is responsible for integrating resources for project incubation
and first-class development and will introduce the project into the listing
company in due course, the stress on preliminary land reserve and cash
can be effectively mitigated at a lower finance cost and lower the risks and
uncertainties involved in the preliminary stage of urban renewal.
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Management Discussion and Analysis
EEENWED N

Resources Real Estate

The Group currently owns quality land bank of 4 million square meters in
certain core cities, most of which is located at the Guangdong-Hong Kong-
Macao Greater Bay Area with high asset value. Coupling with the urban renewal
projects of 12 million square meters held by the controlling shareholder locating
in core cities among the Greater Bay Area such as Shenzhen, Zhuhai and
Dongguan, the supply of land resources and demands for the development of
the Group in the coming 10 years are secured.

In the next 8 to 10 years, the Group will gradually develop commercial
properties with an accumulated area of over 1 million square meters, and
maintain ownership and operation of commercial properties in core cities,
which will secure a steady cash flow and considerable revenue for the Group.

The Group has been actively exploring various financing channels and
continuing to optimize the capital and shareholder structure by means of the
cross-border financing platforms between Hong Kong and the PRC. Currently,
overseas financing platform has been well developed. Financing efforts were
satisfactorily in progress during the year, providing more financing channels to
support the project development and expansion of the Group.

Smart Real Estate

The Group proactively explored the business mode that integrates industry and
city and strived to develop a smart urban region with a view to promoting the
innovation and upgrade of the industrial properties of the Group, strengthening
core competitiveness and fostering new growth drivers for our business. On
23 July 2018, the Company entered into strategic cooperation agreement in
relation to the smart urban regions with Huawei Technologies Co., Ltd.. In the
future, both parties will unleash their respective resources in leading edge
technology, operation and management expertises in their business sector and
cooperate in the in-depth development of smart urban regions in full swing
with the focus on mega-projects of renovation and redevelopment in Shenzhen
against the backdrop of industrial digitalization in real estate development,
management and operation, while providing scientifically-advanced and
digitalized technological support for the urban renewal project of 12 million
square meters to be introduced by the controlling shareholder to the Group.

Results

The Group achieved satisfactory results for the first half of 2018. All of its key
financial indicators were in line with the expectations of the management and
the overall performance result was satisfactory.

For the six months ended 30 June 2018, the Group achieved total revenue of
approximately RMB767.3 million (six months ended 30 June 2017: RMB595.1
million), representing an increase of approximately 28.9% year-on-year. Gross
profit was RMB440.7 million (six months ended 30 June 2017: RMB343.7
million), representing an increase of approximately 28.2% year-on-year. Gross
profit margin remained at a relatively high level of 57% (six months ended 30
June 2017: 58%).
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Management Discussion and Analysis

Profit for the period was RMB187.5 million (six months ended 30 June 2017:
RMB46.8 million), representing a growth of approximately 301.0% year-on-
year. Profit attributable to owners of the Company was RMB191.9 million (six
months ended 30 June 2017: RMB43.2 million), representing a growth of
approximately 344.6% year-on-year. Basic earnings per share was RMB3.94
cents (six months ended 30 June 2017: RMBO0.92 cents), representing a
growth of approximately 328.3% year-on-year.

The Group'’s key financial indicators for the six months ended 30 June 2018

were as follows:

BERE WD

HA - BAIAARKISGISEET(ZE—1LF A=+
HIEARER : AR¥46.8EET) - FLHIEKRA301.0% -
RAGRREERMNRBARKEINIESE L(ZE—tF
AA=ZTBIERER : ARK4A32HET)  ALERD
344.6% - BREARBNMB/ARKEIMD (ZT—LFRHA
=THIEARER  ARK0.925) - ALLIERA328.3% °

NTRAEEBZE T \FRA=ZTHLREAZEE
BATEHEIR

2018 2017
—E-N\F Tt
(RMB million) (RMB million) Change
(AR¥BER) (ARBHET) i
Revenue W5 767.3 595.1 28.9(%)
Gross profit EF 440.7 343.7 28.2(%)
Profit/(loss) from core business* ROEBEGRT (F5E)* 78.7 (130.6) (160.7)(%)
Profit attributable to owners NG 3
of the Company 4G & F 191.9 43.2 344.6(%)
Basic earnings per share (RMB cents) SREAREF(ARES) 3.94 0.92 328.3(%)
Gross profit margin (%) EHE(%) 57 58

* Profit/(loss) from core business represents profit attributable to owners of the
Company less fair value changes related to investment properties and related
deferred tax, exchange gain or loss and fair value changes on derivative component

of convertible bonds.

* BOEBREERT (BB ERRRAEREBERNREREY
FEEN AR BEERERIELERIA - EXRm K ATRR
BEFTETABONAABEED -

As at 30 June As at 31 December

2018 2017
R-B—-N\&E R-ZE—+F
ANA=TH +=—A=+—H~
(Unaudited) (Audited)
Bank balance and cash IRITEHR LIRS

(including restricted bank deposits) (BREFZRHRITER)
(RMB million) (AR¥BET) 5,355.2 6,092.7
Average finance costs (%) T BE KA (%) 6.4 6.6
Gearing ratio (%) BERBELE(%) 71.8 72.6
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Management Discussion and Analysis
EEENWED N

Business Review

Adhering to the “dual-core” strategic planning vision of “Focusing on Core Cities
and Cities’ Core Areas”, the Group has established its business presence through
deploying quality residential and commercial development projects over the
core areas of core cities in the Guangdong-Hong Kong-Macao Greater Bay Area
such as Shenzhen, Hong Kong and the Pearl River Delta region. With its robust
operation, the Group achieved remarkable results and further consolidated its
market position in the first half of 2018. The Group was honored with numerous
awards in the capital market during the first half of 2018. For instance, the
Group was credited as the “Listed Companies with the Best Investment Value
in Shenzhen-Hong Kong Stock Connect” from the 2017 China Financial Market
Award, was listed as one of the “Top 100 Hong Kong Listed Companies” from
the election of 2017 top 100 listed companies in Hong Kong and ranked second
in the list of top 10 turnover growth, honored with the “Institutional Investors’
Favorite Hong Kong Stock Connect Company” from the first election of the
Hong Kong Stock Connect companies which received most of the attention of
institutional investors and the “Best Deal Award” from the 2018 Royal Institution
of Chartered Surveyors (RICS) Hong Kong Annual Award. These awards
demonstrated the strong market position of the Group and the wide market
recognition on the business development and performance result of the Group.

Real Estate Development and Sales

Real estate development and sales are the core businesses of the Group.
The Group has been actively expanding its presence in the core areas of the
Guangdong-Hong Kong-Macao Greater Bay Area. As at 30 June 2018, the real
estate development and sales of the Group generated revenue of approximately
RMB309.7 million (as at 30 June 2017: RMB236.1 million), representing
an increase of approximately 31.2% year-on-year, mainly attributable to the
handover of LVGEM Hongwan Garden. The total contracted sales amounted
to approximately RMB996.1 million (as at 30 June 2017: RMB529.3 million),
representing an increase of approximately 88.2% year-on-year. During the
period under review, the Group actively launched new quality real estate
projects, among which, LVGEM International Garden Hanlin Mansion was
launched for sale and received overwhelming response of subscription. With
satisfactory sales, its total subscribed gross floor area amounted to 43,717
square meters and the total subscription amount reached RMB319.4 million.

Meanwhile, the Group continued to develop projects with potential, including
LVGEM Mangrove Bay No. 1, LVGEM International Garden, LVGEM Meijing
Project, LVGEM Liguang Project, LVGEM Hong Kong Lau Fau Shan Project
and LVGEM Kaiwei Project. The Group will continue to strive for excellence and
developing an upgraded and excellent residential and living community with
unique and quality design, in order to drive the continued steady growth of
cost-effectiveness and business scale.

LVGEM Mangrove Bay No. 1 is the most iconic urban renewal project of the
Group. The project comprises three quality residential buildings and a high-
quality complex of Grade A offices, hotels and apartments. The project is
located in the southeast corner of the intersection of Shazui Road and Jindiyi
Road in the central business district of Futian District, Shenzhen. Having
easy access to public transport and strategically located in the proximity
to both the Futian Port and the Huanggang Port, the Beijing-Hong Kong-
Macao Expressway and Metro Line 3, 4 and 7, the project occupies a site
area of 24,424 square meters and a planned total gross floor area of 305,450
square meters, among which, the residential portion has a gross floor area of
approximately 118,687 square meters. Currently, LVGEM Mangrove Bay No.
1 has completed the filing of planning, inspection and acceptance procedures
and currently preparing for sales of the existing properties.
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Management Discussion and Analysis

LVGEM International Garden is located in Huazhou, Maoming of Guangdong
Province. It is located in a well-developed and traditional residential area with
rich natural resources and is in proximity to the Juzhou Park. It is well-served
by a public transport network and is approximately a 10 minutes’ drive from the
city centre. The project occupies a site area of 729,000 square meters and a
planned total gross floor area of 2,249,000 square meters. The total investment
of the project will be over RMB8.0 billion. Zone E of LVGEM International
Garden was launched as at 30 June 2018 by the Group, with a total of 369
residential units and the market response was overwhelming. 338 units have
been subscribed and the subscription sales amounted to approximately
RMBO0.319 billion.

LVGEM Meijing Project is another urban upgrade and redevelopment project
positioned to serve the high-income class ranging from white-collar to golden-
collar, in Shenzhen. This project has an integrated modelling zone for new
mixed-use industrial town which will be mainly used for industrial research and
development and industrial ancillary services, complemented by other functions
such as apartments, commerce and offices. The project is located at south of
Beihuan Road, north of Qiaoxiang Road, east of the intersection of Qiaoxiang
Road and Beihuan Road as well as west of Qiaochengfang in Shenzhen.
The project occupies a site area of 10,862 square meters and a planned
aboveground gross floor area of 97,214 square meters. Strategically located in
the sub-district of Overseas Chinese Town, the project possesses rich scenic
resources. It commenced construction at the end of 2016.

LVGEM Liguang Project is positioned as a residential, commercial and industrial
high-end industrial park complex. The project is located in Liguang Village,
Guanlan Town, Bao’an District, Shenzhen. Strategically located in a well-
developed residential area and adjacent to Mission Hills Golf Club, it possesses
scenic greenery. The project occupies a site area of 271,202 square meters
and a total gross floor area of 949,200 square meters. It is currently carrying
out the preparatory work before commencement of construction as planned.

LVGEM Lau Fau Shan Project is the Group’s first property development project
in Hong Kong and marked a new milestone of the internationalisation of the
“LVGEM” brand. The project is located at Deep Bay Road, Lau Fau Shan, Hong
Kong. It occupies a site area of 82,400 square meters, comprising 116 low
density waterfront villas, each of which has a gross floor area of 2,000-3,000
square feet. Embracing prime sea view and overlooking Deep Bay, the project
is geographically prestigious and adjacent to Shenzhen with easy access to and
from Mainland China. Further, it is located at the vicinity of Hung Shui Kiu New
Development Area.

LVGEM Kaiwei Project is another urban renewal project. The project is located
in a formerly Zhuhai Dongda Kaiwei Science Park in Xiang Zhou District, Zhuhai
City. With a total gross floor area of 421,441 square meters, the project is
positioned as an international grade A office building, apartment (hotel-serviced
offices), residential and commercial complex. The project will become a major
contributor of the Group’s results within two years.

BT WA

BEREBIERUNEREXATEMN - ERANERE
TR - RRERTH - MEBMNIE - RETENAHR
B - BEEETHROMEFTNI0ONEEIE - ZIEBGIMETR
7298 K - REMREMIE22498F K - REH
BEBARKROET - BT N\FRA=THIE " &
SEAEHGSEREREREESH369E - THERER
R BRME338E - B BNARKI19ET »

BEREREE RS ARG ARBCEEE - B EERI
REMNENRRAANE - ZBEBHEE —EAERFE -
EXRERT  RARE BE WANZTHEANE
ERRARERE o BB UNRIITILRAEIARE @ BFK
b - BEREIRRERANUR - BMITNAA - Hi
10,862°F J5 2K - b LR B E IR /97,214 F 5K » %A
BUREREAE - AFEHNMENENSENREE
R BEEER-ZE-RFERKII -

BREXBEEMLAEER  BERIEN —ENHFANE
SmEXEER - BEUNANERREREIH - 4
ERKAEER - AABMENERRIRERXER 84
RIBRAT  AEHETE271,202F )7 K - #RFEEEE18949,200
IR o IR B AIE AR BIE TR TR BB TIES -

BERFURAREHEEEEFHERRIEAR  BHE
(45 |REERBRL - BELREBRTILRER - &
HEE) /382,400 F 5K - MAI116HR1K % 2 i 18R Rl
K - SREBLEmMEY/R2,000-3,000F 5K - BE #
BEES  BKEREE BRI ZHEBES - FRA
WRBIEETR - RKERARKBERE -

BEIBEBAS —ERTEFEE - BEAMEWRE
BEAIEBEE  NRKETENERREREMES
421,441 75K - BEEEMNABRBRLETE - RBOBEE
XPR)EE  BFE  AXRBHRAEEMFANEEETS
BEERZ— -

B(FE) HEREERAT
—=— \FHHR

Dff il

9



10

Management Discussion and Analysis
EEENWED N

Commercial Property Investment and Operations

As one of our characteristics, the Group adheres to the “two-wheel driven”
model of both residential and commercial businesses, which creates synergy
and generates steady cash flow and operating revenue to the Group. The
Group currently owns, operates and manages a number of quality commercial
property projects, mainly represented by two commercial brands, namely “NEO”
and “Zoll”, including NEO Urban Commercial complex, LVGEM Zoll Hongwan
Shopping Centre, LVGEM Zoll Chanson Shopping Centre, LVGEM 1866 Zoll
Centre, LVGEM Zoll International Garden Shopping Centre, Hong Kong LVGEM
NEO and other shops and investment properties, with a total gross floor area
of approximately 549,321 square meters. The Group’s commercial property
development projects are mainly independent commercial projects as well as
complex projects that comprise commercial areas. Among them, the ancillary
services of commercial properties under complex projects significantly increase
the overall value of individual residential projects among the real estate
development business.

As at 30 June 2018, the Group’s revenue from the investments and operations
of commercial properties was approximately RMB273.4 million (as at 30 June
2017: RMB238.1 million), representing an increase of approximately 14.8%
year-on-year.

NEO Urban Commercial complex is elected as one of the ten major landmarks
of Shenzhen. It is strategically located in the western region of central Futian
District of the core central business district in Shenzhen. It is a key urban and
commercial landmark in Shenzhen. It has easy access to public transport
locating at the intersection of four Metro Lines 1, 7, 9 and 11. NEO Urban
Commercial complex has a total gross floor area of approximately 252,539
square meters and a total lettable area of approximately 105,870 square
meters. The high-quality corporate tenants of Grade A office building comprise
offices and branches of various Fortune Global 500 companies, banks,
telecommunication corporations and other state-owned enterprises. As at 30
June 2018, the average occupancy rate of NEO Urban Commercial complex
was about 99% (as at 30 June 2017: 100%).

Hong Kong LVGEM NEO Project is located in “Kowloon East CBD 2", the new
central business district in Hong Kong, occupying a site area of approximately
4,500 square meters and a planned total gross floor area of approximately
55,390 square meters. To proactively develop the business layout over
Guangdong-Hong Kong-Macao Greater Bay Area, the Group acquired 8 Bay
East, the full seaview grade-A commercial building in Hong Kong for HK$9
billion during last year, and renaming it as the Hong Kong LVGEM NEO Project.
The project represents a strategic step for the Group to create a meaningful
presence in the Hong Kong property market and will strengthen the Group’s
leading position in the commercial property sector as well as its market position
and brand influence in the Guangdong-Hong Kong-Macao Greater Bay Area.
The project transaction was completed and delivered on 29 December 2017
and successfully topped out on 21 May 2018, and the construction is expected
to be completed in 2019. The Hong Kong LVGEM NEO Project will officially
commence promotion and pre-leasing in the fourth quarter of 2018, positioning
for cornerstone clients such as certain renowned finance and technology
enterprises principally. Featuring as a financial and technological center which
integrates health, green, humanity and scenes, Hong Kong LVGEM NEO was
designed to create a scene-based common office space with humanistic care.
Given its prestigious geographical location, the project is expected to offer stable
rental income and long-term capital gains to the Group.
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Management Discussion and Analysis

Zoll Shopping Centre is a famous fashion and comprehensive shopping centre.
As at 30 June 2018, the Group owns and operates Zoll Hongwan Shopping
Centre, Zoll Chanson Shopping Centre, 1866 Zoll Centre and Zoll International
Garden Centre. As at 30 June 2018, the average occupancy rate was about
96%. In particular, Huazhou Zoll International Garden Shopping Centre
launched its full-scale opening on 9 February 2018, which is expected to
contribute increasing rental revenue to the Group in the future.

Comprehensive Services

The Group provides comprehensive services to customers and tenants of
its residential and commercial properties, including property management
services, hotel operations and others. For the period ended 30 June 2018, the
comprehensive services of the Group generated revenue of RMB184.2 million
(30 June 2017: RMB120.9 million), representing a year-on-year growth of
approximately 52.3%.

Property management services include security services, maintenance
and management of properties and facilities, property brokerage business,
online platform and e-shops for lifestyle services, etc.. The Group provided
comprehensive property management services for most of its property
development projects through its wholly-owned subsidiaries, namely JF#3I 4% &
LTTYEEIEREER AT (Shenzhen LVGEM Jiyuan Property Management
Service Co., Ltd.*) and FYIT4ESWEEIEER AT (Shenzhen LVGEM
Property Management Co., Ltd.*). The comprehensive services provided by the
Group ranged from security services, property maintenance and management
of ancillary facilities, property brokerage business, online platform and e-shops
for lifestyle services, etc.. In March 2018, the Group officially commenced
the operation of the “Shenzhen Meilin Flagship Store”, our real estate agency
services, kicking start businesses such as agency for new real estates,
entrusted housing and real estate banking. For the online platform for lifestyles
services, we have launched businesses such as cleaning of air conditioners
on the “Daily Life* (ZF&®4)E)" apps, which was well received by property
owners and recorded an increase in value of 2.5 times in 2018 as compared
to that of last year. Shenzhen LVGEM Property Management Co., Ltd. obtained
the 1ISO9001:2008 certification for its quality system of property management
services and the level A property management qualification. As the property
management services and value-added services become more mature, it is
expected that the property management company will contribute increasing
revenue for the Group in the future.

In respect of hotel operations, the Group operates and manages two hotels in
Shenzhen and the United States. These hotels are the LVGEM Jinjiang Hotel
located in the central business district of Futian district, Shenzhen, and the
Vanllee Hotel in Covina, California, the United States which was newly acquired
in 2017. In particular, LVGEM Jinjiang Hotel has a total gross floor area of
25,751 square meters. It is strategically located and has over 330 rooms, 2
multi-functional meeting rooms, 1 banquet hall and video conference room. As
at 30 June 2018, its average occupancy rate was approximately 73% (30 June
2017: 76%).

*

For identification purpose only (£ 5|
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The Group’s Vanllee Hotel located in Covina, California, the United States,
occupies a site area of approximately 22,652 square meters and is currently
undergoing internal renovation in phases. Almost half done now, the internal
renovation is expected to be completed in 2019. The operation of Vanllee Hotel
is a milestone project of LVGEM (China), marking the further expansion of the
Group’s international business, which is expected to contribute stable hotel
operation income to the Group.

Financing

During the period, the Group adopted various financing modes in their highest
and best use to conduct financing and the cross-border financing strategy
between Hong Kong and the PRC so as to consolidate the financial resources
of the Group. In February 2018, the Group issued 132 million new convertible
preference shares and ordinary shares to two eligible investors including
Silver Sure (BVI) Investments Limited respectively at a price of HK$2.938 per
share, representing a discount of 8.19%. On 8 February 2018, the Group
issued 80,000,000 ordinary shares to two PRC qualified domestic institutional
investor funds, namely Essence and Guosen at a price of HK$2.938 per share,
representing a discount of 8.19%. The net proceeds from the abovementioned
equity financing amounted to a total of HK$1 billion and will be applied to
finance the development of projects, interest payment and for general corporate
purposes of the Group.

On 11 May 2018, the Group issued 4% US$100 million convertible bonds due
2023 to Global Affluence Holding V Limited, a fund managed under PAG Assets
Limited. The net proceeds from the issuance of convertible bonds was intended
to be used for project development, debt refinancing or general corporate
pUrpoSEs.

The Group expected to further consolidate its financial strength through
domestic and overseas financing, establish domestic and overseas financing
platforms, improve the efficiency in use of funds to further support the steady
development and achieve substantial business growth of the Group.

Future Prospect

Guangdong-Hong Kong-Macao Greater Bay Area is a significant strategic
deployment under the national development plan. Leveraging on the
advantages in various aspects of each related city, the Greater Bay Area has
the potential to evolve into the most diversified city clusters globally and at the
same time, an intra-linked world-class bay area with coordinated development.
In the future, the Group will also closely follow the pace of national development
strategy, continue to focus on the strategic vision of “Focusing on Core Cities
and Cities’ Core Areas” with “Shenzhen-Hong Kong” playing the pivotal role,
insist to expand its presence over the Guangdong-Hong Kong-Macao Greater
Bay Area and further focusing its development in the core areas of core cities.
We will strive to put committed and enhanced efforts in urban renewal business
to strengthen the core competitiveness. The group also continues to step up its
efforts in developing and operating the “two-wheel driven” business model. By
consolidating and uplifting its market position, the Group will endeavor to bring
joyful lives to the residents, create value for the cities as well as reward the
investors with substantial return.
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Management Discussion and Analysis

Apart from the focused development of the real estate projects in the core cities
in the Guangdong-Hong Kong-Macao Greater Bay Area, the Group will continue
to identify quality projects for business expansion and timely develop overseas
market to cater for the mid and long term development. Projects of LVGEM
International Garden zone B4 and LVGEM Mangrove Bay No. 1 are expected
to be launched for sale in the fourth quarter in 2018. For commercial projects,
construction of Hong Kong LVGEM NEO Project is expected to be completed
in mid of 2019. The project will officially commence the promotion and pre-
leasing in the fourth quarter of 2018. Positioning for cornerstone clients such as
certain renowned finance and technology enterprises principally, the project is
expected to deliver steady rental revenue for the Group.

In 2018, the Group will develop an optimal business development plan adaptive
to market conditions and continue to enhance its market share and leading
position by constantly implementing and adhering to the national policies and
integrating the Company’s advantages and needs. The Group will continue to
push forward the collaboration with the controlling shareholder in respect of the
supply of land resources. Currently, the first batch of well-developed projects
has made solid progress. The Group has designated a special team to officially
commence the preliminary financing.

Meanwhile, by studying the projects introduced by the controlling shareholder
in the future that include the planning of industrial parks and centralized
commercial clusters, the Group intends to develop a model integrating
industrial, city and commerce, develop industrial properties (industrial park
operation and industrial investment) and operate smart commercial cities. With
the unique positioning and brand-new perspective, the Group will develop
“unique properties, resources-linked properties and smart properties”. To
achieve this, we will put emphasis on pursuing the corporate goal of “delivering
a joyful life for residents, creating new value for cities, rewarding investors with
substantial return”.

Looking forward, a new journey has a new vision. Constantly upholding the
strategic positioning of “Unique Properties, Renovation and Redevelopment
Pioneer” and the core value of “Professionalism lays the foundation and
mutual harmony leads to sustainable growth”, the Group will consolidate and
expand the advantages in terms of resources, brands and business models.
With new models and concepts, we will enter a new era, seize opportunities
for development, accelerate the project progress, increase our value and
profitability. By maintaining continuous business growth and constantly
enhancing the risk aversion abilities, the Group will strive for the vision and goal
of “being the most respected city value-creator in China”.
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Financial Review
Revenue

The Group’s revenue mainly comprised revenue from sales of properties held
for sale, leasing of investment properties and comprehensive services. The
Group'’s revenue for the six months ended 30 June 2018 was approximately
RMB767.3 million (six months ended 30 June 2017: RMB595.1 million),
representing an increase of approximately 28.9% as compared to the same
period last year, where increase in revenue of RMB73.6 million, RMB35.3
million and RMB63.3 million was recorded for the property development and
sales, commercial property investment and operations and comprehensive
services segments respectively.
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For the six months ended 30 June 2018, the revenue from sales of properties HE-_Z—)/\FXA=Z+HLEAEAA  KREHEFEY
held for sale was approximately RMB309.7 million (six months ended 30 June ENRBENAAREIN/AEET(BE-_Z—+tF A=
2017: RMB236.1 million), representing an increase of approximately 31.2% as FTHEIEANEA  AREE236.185ET) - REFREE ML

compared to the same period last year, which mainly includes sales of the high-
rise residential buildings of LVGEM Hongwan Gardens and other properties held
for sale. The Group’s total gross floor area of properties held for sale sold during
the six months ended 30 June 2018 was approximately 10,300 square meters
(six months ended 30 June 2017: approximately 19,700 square meters).

Revenue from leasing of investment properties for the six months ended 30
June 2018 was approximately RMB273.4 million (six months ended 30 June
2017: RMB238.1 million), representing an increase of approximately 14.8%
as compared to the same period last year. The increase was mainly attributed
to the continued upward rental reversion and the full operation of LVGEM
Zoll Hongwan Shopping Centre during the period. The Group's commercial
properties are all located in core areas. The properties are mainly operated
under the brands of “Zoll” and “NEO”. The occupancy rate of investment
properties during the six months ended 30 June 2018 remained at a high level
at 98% (six months ended 30 June 2017: 98%).

The Group provides comprehensive services to customers and tenants of its
residential and commercial properties. These comprehensive services include
property management services, hotel operations and others. During the six
months ended 30 June 2018, comprehensive services of the Group generated
revenue of approximately RMB184.2 million (six months ended 30 June 2017:
RMB120.9 million), representing an increase of approximately 52.3% as
compared to the same period last year. The increase was mainly attributed to
property management services provided for LVGEM Zoll Hongwan Shopping
Centre upon its commencement of business and handover of LVGEM Hongwan
Gardens residential building.
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Management Discussion and Analysis

Gross Profit and Gross Profit Margin

For the six months ended 30 June 2018, the Group recorded an integrated
gross profit of approximately RMB440.7 million (six months ended 30 June
2017: RMB343.7 million), representing an increase of approximately 28.2% as
compared to the same period last year; while the integrated gross profit margin
for the six months ended 30 June 2018 remained at a relatively high level at
57% (six months ended 30 June 2017: 58%).

Selling Expenses

For the six months ended 30 June 2018, selling expenses of the Group
amounted to approximately RMB51.2 million (six months ended 30 June
2017: RMB14.8 million), representing an increase of approximately 245.4% as
compared to the same period in 2017. It mainly included advertising expenses
and commission for LVGEM Mangrove Bay No. 1, LVGEM Hongwan Gardens
and LVGEM International Garden in the selling expenses during the period
under review.

Administrative Expenses

For the six months ended 30 June 2018, administrative expenses of the Group
amounted to approximately RMB167.9 million (six months ended 30 June
2017: RMB178.4 million), representing a slight decrease of approximately
5.9% as compared to the same period in 2017, which was mainly attributable
to the decrease in amortization expenses for share options. The administrative
expenses included the amortization expenses for share options of approximately
RMB22.0 million (six months ended 30 June 2017: RMB58.2 million) during
the period.

Fair Value Changes related to Investment Properties

The valuation on the Group’s investment properties as at 30 June 2018 was
conducted by an independent property valuer which resulted in a positive fair
value changes on investment properties of RMB91.4 million for the period
under review (six months ended 30 June 2017: RMB175.8 million).

Finance Costs

For the six months ended 30 June 2018, finance costs of the Group amounted
to approximately RMB285.3 million (six months ended 30 June 2017:
RMB265.6 million), representing an increase of approximately 7.4% as
compared to the same period in 2017.

The increase in finance costs was due to the increase of the Group’s total
interest-bearing loans to approximately RMB20,255.4 million as at 30 June
2018 from approximately RMB18,971.1 million as at 31 December 2017. The
Group’s average finance cost of interest-bearing loans was approximately 6.4%
as at 30 June 2018 (31 December 2017: 6.6%).

Income Tax Credit (Expense)

For the six months ended 30 June 2018, income tax credit of the Group
amounted to approximately RMB15.0 million (six months ended 30 June 2017:
expense of RMB76.7 million). The Group’s income tax credit/expense included
payments and provisions made for EIT and LAT during the period under review.
The income tax credit during the period was mainly caused by the LAT credit
for the period amounted to approximately RMB132.8 million (six months ended
30 June 2017: expenses of RMB2.5 million), which was attributable to the
reversal of LAT overprovision in prior years.
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Management Discussion and Analysis
EEENWED N

Operating Results

For the six months ended 30 June 2018, the profit attributable to owners of the
Company was approximately RMB191.9 million (six months ended 30 June
2017: RMB43.2 million), representing an increase of approximately 344.6% as
compared to the same period in 2017.

Liquidity, Financial Resources and Gearing

Bank balances and cash as at 30 June 2018 amounted to approximately
RMB5,355.2 million (including restricted bank deposits) (31 December 2017:
RMB6,092.7 million).

The Group had total borrowings of approximately RMB20,255.4 million as at 30
June 2018 (31 December 2017: RMB18,798.8 million). Borrowings classified
as current liabilities were approximately RMB4,564.5 million (31 December
2017: RMB4,204.7 million) and the Group’s gearing ratio as at 30 June 2018
was approximately 137.3% (31 December 2017: 127.9%), which was based
on total interest-bearing loans less bank balances and cash (include restricted
bank deposits) to total equity.

Current, Total and Net Assets

As at 30 June 2018, the Group had current assets of approximately
RMB13,997.8 million (31 December 2017: RMB14,142.8 million) and
current liabilities of approximately RMB9,501.2 million (31 December 2017:
RMB9,650.9 million), which represented an increase in net current assets from
approximately RMB4,492.0 million as at 31 December 2017 to approximately
RMB4,496.6 million as at 30 June 2018. The net current assets between 31
December 2017 and 30 June 2018 remain stable.

As at 30 June 2018, the Group recorded total assets of approximately
RMB38,915.7 million (31 December 2017: RMB36,796.8 million) and
total liabilities of approximately RMB27,947.4 million (31 December 2017:
RMB26,727.6 million), representing a debt ratio (total liabilities over total
assets) of approximately 71.8% (31 December 2017: 72.6%). Net assets of
the Group were approximately RMB10,968.3 million as at 30 June 2018 (31
December 2017: RMB10,069.2 million).

For the six months ended 30 June 2018, the Group was able to utilise its
internal resources, debt financing and equity placement to meet the funding
requirements for acquisition and operation.

Charge on Assets

As at 30 June 2018, loans of approximately RMB13,521.5 million (31
December 2017: RMB12,323.7 million) were secured by properties under
development held for sale, properties held for sale, investment properties,
properties, plant and equipment, and pledged bank deposits of the Group
respectively in the total amount of approximately RMB20,833.3 million (31
December 2017: RMB17,930.0 million).
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Management Discussion and Analysis

Contingent Liabilities

As at 30 June 2018, the Group had contingent liabilities relating to guarantees
in respect to mortgage facilities for certain purchasers amounting to
approximately RMB588.1 million (31 December 2017: RMB379.2 million).
Pursuant to the terms of the guarantees, if there is default of the mortgage
payments by these purchasers, the Group is responsible to repay the
outstanding mortgage loans together with any accrued interest and penalty
owned by the defaulted purchasers to the banks.

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

In the opinion of the directors of the Company, the possibility of default of
the parties involved is remote and the fair values of these financial guarantee
contracts are insignificant on initial recognition and therefore no provision for
financial guarantee contracts has been made at the end of the reporting period.

Exposure to Fluctuations in Exchange Rates and Related Hedges

The Group’s monetary assets, loans and transactions are principally
denominated in RMB, Hong Kong dollars and United States dollars. During
the period under review, there was no significant fluctuation in the exchange
rates of these three currencies. The Group did not engage in any derivative
activities and did not commit to any financial instruments to hedge its exposure
to statement of financial position for the six months ended 30 June 2018 and in
the year 2017.

Treasury Policies and Capital Structure

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

Employees

As at 30 June 2018, the Group had a staff roster of 1,677 (30 June 2017:
1,638), of which 1,655 (30 June 2017: 1,620) employees were based in the
Mainland China and 22 (30 June 2017: 18) employees were based in Hong
Kong. The remuneration of employees was in line with the market trends and
commensurate to the levels of pay in the industry. Remuneration of the Group’s
employees includes basic salaries, bonuses and long-term incentives such as
the granting of share options within an approved scheme.
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Other Information

Hib &R
EVENTS AFTER THE REPORTING PERIOD

On 23 July 2018, the Company entered into a strategic cooperation
agreement with Huawei Technologies Co., Ltd., a globally leading information
and communication solution provider, in relation to the long-term strategic
cooperation in the joint development of the smart urban regions. Details of the
strategic cooperation is disclosed in the announcement of the Company dated
23 July 2018.

SHARE OPTION SCHEME

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

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

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

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

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

The total number of shares which may be issued under the Scheme when
the Scheme was adopted was 469,358,279 Shares, representing 10% of the
issued shares of the Company on the date of the annual general meeting on
2 June 2016. Such scheme mandate limit was refreshed on 21 June 2017 to
469,358,279 Shares, representing 10% of the issued shares of the Company
on the date of the annual general meeting on 21 June 2017.

On 28 June 2016, the Company granted a total of 285,800,000 share option,
entitling the grantee to subscribe for a total of 285,800,000 shares of the
Company at an exercise price of HK$1.846 per share.

LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED
Interim Report 2018

EHRNEE

RIZE-NFLtAZ+=H ARFEZRELENES
BUBERR T RUEREE R AR A BRT LB & (B

# o HRESEBREREET RPHBMASIERE - G
BAaEz#BERARABEMA -2 - \FLtA-+=H
ZRERHRE -

BRETE

ARRRZTERF+—A+HBRAZ BRETZER
“E-RFET-AT=ZAER c ARBRZZ—REFNRA
THRETZARFRRREBFRG ERAH BRI %
sHED) o

RS EEGURBEBEARF  EMELQE L
ERRNEAMITIFATES - BREBUIFNTESS
EfREE (MR EREGRR)  AEERKE DR ERE
RENEFEES  HITIERTEEARIN D EETH
ER2EZREA  AREEKE AR A Z R FREM
AAAN - EEAT REMBEAR (SRR EAREZE RS
WAL BITHAR)  AARMEMNEETHRAEHEEZR
R ARBEFEE - TRITHABRE R RRNEE
2N RARBEZRRNOEMEER (TimBRERE) -
HEZE2RNEETARATRTEN LEEsI (Lt
ATHRARATEI28E ) - ERBRE(ERE]) -
TREERBMEXZMAERDR([BAR])ES TR
ZRERERERRBRD

REEX2EENEREER  BEESHEEETERE
RBRRENERAE -

ZET BB ERA R BET B ATF  ERPRTEH
RHBAKE  EEMAREMAE - KA EMIEXDAER T+
RBARMER - Rzt MRARDNBRERARY
AR AEABTE -

RITREARIE & R AR B E B8 AT 2R A9 P
BRBRER EHITHRM A - &R TSHBBRE G
BEEARHITRNMBHENI0%  ERDFISREAH
FERIBRSN o SHEZ10% R A et MARBZET EERE K
R -

BRETEIERME - ATRB A EBITHROEEE R
469,358, 2798 AR RRIR T —RENAZAREA
FREZADETRALON - ZAB 2 EERBEN T —
TERAZ+—REHE469,3582790% - (hARRRZ
Z—tFRA- T ARRBFRGE ABBITRALO% -

R-ZZE-—REXAZ-+TNA" a
285,800,000 B - #AAX AR IA R 1.846/8
BREARLQFA $£285,800,000M8% 7 °

NSNS = s !
TLZATE



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

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

Offer of an Option (“Offer”) by the Company shall be deemed to have
been accepted by any Participant (the “Grantee”) who accepts an Offer in
accordance with the terms of the Scheme and the Option to which the Offer
relates shall be deemed to have been granted and to have taken effect when
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the duplicate of the offer letter comprising acceptance of the Offer duly signed F1.00ETERE L ERENNER  BELHEENER
by the Grantee together with a remittance in favour of the Company of HK$1.00 WA AE BT AR -
by way of consideration for the granting thereof is received by the Company
within 14 days from the date upon which the Offer is made.
Details of the movements in share options during the period are as follows: REAEREZEFBNOT -
Number of share options
BRESE
Balance at Granted Exercised Lapsed Balance at Exercise
Exercisable 1 January during the during the during the 30 June price per
Date of grant period 2018 period period period 2018 share
RZB-N§ RIB-N\§
—-A—H ~A=tH
R AE TR @ RMRRE  RMIRTRE RERXX 23] BRITEE
dd/mm/yyyy dd/mm/yyyy HK$
B/B/& B/B/% BT
Directors
%
Ms. HUANG Jingshu 28/06/2016 28/06/2016 - 27/06/2026 4,500,000 - - - 4,500,000 1.846 (Note 2)
- BHET Lt (Note 1) (Hf:22)
(Hst1)
Mr. TANG Shouchun 28/06/2016 28/06/2016 - 27/06/2026 10,000,000 - - - 10,000,000 1.846 (Note 2)
-BEALRE (Note 1) (Hizt2)
(Mzt1)
Mr. YE Xingan 28/06/2016 28/06/2016 - 27/06/2026 10,000,000 - - - 10,000,000 1.846 (Note 2)
~EERLE (Note 1) (Hiz#2)
(Hst1)
Ms. DENG Chengying 28/06/2016 28/06/2016 - 27/06/2026 8,500,000 - - - 8,500,000 1.846 (Note 2)
—Egs Lt (Note 1) (Hizt2)
(Mzt1)
Mr. HUANG Hao Yuan 28/06/2016 28/06/2016 - 27/06/2026 4,500,000 - - - 4,500,000 1.846 (Note 2)
—BEREE (Note 1) (Hf:22)
(Hst1)
Mr. ZHU Jiusheng 28/06/2016 28/06/2016 - 27/06/2026 3,000,000 - - - 3,000,000 1.846 (Note 2)
—MNBBEE (Note 1) (Hizt2)
(Mzt1)
Mr. WANG Jing 28/06/2016 28/06/2016 - 27/06/2026 3,000,000 - - - 3,000,000 1.846 (Note 2)
- THRE (Note 1) (Hiz#2)
(Hst1)
Ms. HU Gin Ing 28/06/2016 28/06/2016 - 27/06/2026 3,000,000 - - - 3,000,000 1.846 (Note 2)
—imEa L (Note 1) (Hizt2)
(Mzt1)
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Number of share options

BREHE
Balance at Granted Exercised Lapsed Balance at Exercise
Exercisahle 1 January during the during the during the 30 June price per
Date of grant period 2018 period period period 2018 share
RZB-N\F RZB-N\%F
—-A—H ~A=tH
RiiAH T g5 RNRRE  RMBRTE RERAX a3 BRITEE
dd/mm/yyyy dd/mm/yyyy HK$
B/B/% B/B/ % B
Senior managements, 28/06/2016 28/06/2016 - 27/06/2026 231,300,000 - - 231,300,000 1.846 (Note 2)
employees of the Group (Note 1) (he#2)
and others (Ktat1)
AEESRERAE
EEREAM
277,800,000 - - - 277,800,000
Notes: HiaE -
1. The share options are exercisable in the following manner for a period of 10 years 1. FEARRE AT AR A AR ST F BARIR T 51 7 AT HE
from the date of grant:
(i) 30% of the share options shall exercise on the date of the grant and up to (i) BREZ0HEBELARRE_S_"FA=+

27 June 2026;

(i) 30% of the share options shall exercise upon the expiry of one year from 28
June 2016 and up to 27 June 2026; and

(iii) 40% of the share options shall exercise upon the expiry of two years from
28 June 2016 and up to 27 June 2026.

2. Details of the fair value of the options granted in 2016 are set out in note 17 to the
condensed consolidated financial statements.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN THE
SHARES AND UNDERLYING SHARES OF THE COMPANY

As at 30 June 2018, the Directors and the chief executive of the Company had
the following interests in the shares and underlying shares of the Company
which were recorded in the register required to be kept by the Company
pursuant to section 352 of the Securities and Futures Ordinance (the “SFQ”),
or as otherwise notified to the Company and the Stock Exchange pursuant to
the Model Code for Securities Transactions by Directors of Listed Issuers of
the Rules Governing the Listing of Securities on the Stock Exchange (“Listing

Rules”).

Interest in shares and underlying shares of the Company
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WD - SRBH MRS ETRAN( ERRR D rEiE
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RS

RARQ TR B R AR 60 2

Number of

underlying shares Approximate

(under percentage of the

Long position/ Number of equity derivatives Aggregate issued share capital

Name of Director Short position Capacity shares held of the Company) interests of the Company
HERGHE

(RERATRE HERARERT

EEHE BE /KA &% FisROHE FTETIAT) EZEE REZBAEIH

Ms. HUANG Jingshu Long Position Personal interest — 4,500,000 (Note 1) 4,500,000 0.10%
EET L TR VN 3 (BtsE1)

Mr. TANG Shouchun Long Position Personal interest — 10,000,000 (Note 1) 10,000,000 0.21%
BEELE He B AR (Mz1)

Mr. YE Xingan Long Position Personal interest — 10,000,000 (Note 1) 10,000,000 0.21%
EEREE TR VNG 3 (BtsE1)

Ms. DENG Chengying Long Position Personal interest 8,500,000 (Note 1) 8,500,000 0.18%
BERa L e (PN £ (Mz1)

Mr. HUANG Hao Yuan Long Position Personal interest — 4,500,000 (Note 1) 4,500,000 0.10%
BERESE HE VN 3 (BtsE1)

Mr. ZHU Jiusheng Long Position Personal interest - 3,000,000 (Note 1) 3,000,000 0.06%
MARBTAE e (PN £ (Mz1)

Mr. WANG Jing Long Position Personal interest — 3,000,000 (Note 1) 3,000,000 0.06%
FEEE TR VN 3 (BtsE1)

Ms. HU Gin Ing Long Position Personal interest - 3,000,000 (Note 1) 3,000,000 0.06%
[l e B AR (Mz1)

Note: Mz -
1. Details of the share options granted under the Scheme are set out in the section 1. RIS IR AT B ) 2 AR SIS O R AN s a5 [ B A

headed “Share Option Scheme” in this report.
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN THE
SHARES AND UNDERLYING SHARES OF THE COMPANY (Cont'd)

Save as disclosed above, as at 30 June 2018, none of the Company’s Directors,
chief executives of the Company and their associates, had any interests or short
positions in the shares and underlying shares of the Company or any of its
associated corporations that was required to be recorded pursuant to section
352 of the SFO.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN SHARES AND
UNDERLYING SHARES OF THE COMPANY

The register of substantial shareholders required to be kept under section 336
of Part XV of the SFO shows that as at 30 June 2018, the Company had been
notified of the following substantial shareholders’ interests, being 5% or more of
the Company’s issued share capital:

EERFETBRAEREAQATANKREG RHE
RO PERNER(E)

BEXHEEN  R-T-NFRA=TH  KRFEZE
= ARFAIBTHRABREEZHBEAMBERNARF K
HAAI AR A B 2 Bty MARRE O A (TR A -
M # R E s kB RPIFE 30216 T AL

FERRRAQANRDRAEABRSG 5
BRER

RIEEH KBGO EXVIBEI6IEATFENELMAT
T RZIE-NFRNA=ZTH  ARFRZEERE(ALX
QEE%GW$W&ﬁWUﬂE%ﬂ$QEﬁ@Z%E'

BT ¢

Long position in ordinary shares ZERBROZHRE
Approximate
Number percentage of
of shares/ the issued
Long position/ underlying Aggregate  share capital of
Name of Shareholder Short position Capacity shares held interests the Company Notes
EALRE
‘ iSRG,/ FRE
[ ¥R/ KA 227 HERGHEE EREE ZBQEH it
China LVGEM Property Holdings Long Position Beneficial owner 1,010,844,583  1,010,844,583 20.48% 1
Limited (“China LVGEM") _
PRI S EERBRAR] TR ERBAA
([REER])
Go Great International Limited Long Position Interests of controlled 1,120,187,094  1,120,187,094 22.70% 1
__ (“Go Great”) N __corporation
mBBERERAR(&%]) e X EE
Mr. WONG Hong King Long Position Interests of controlled 3,520,187,094  3,520,187,094 71.32% 1
(“Mr. WONG") ~_ corporation
BRBEE(ELRE]D e LR ER
Kinson Group Limited Long Position Beneficial owner 2,400,000,000  2,400,000,000 48.63% 2
TR ERlAA
Evergreen Holdings Limited Long Position Interests of controlled 2,400,000,000  2,400,000,000 48.63% 2
~_ corporation
e XErEEs
UBS Trustees (BVI) Limited Long Position Interests of controlled 2,400,000,000  2,400,000,000 48.63% 2
__corporation
HE ZrE kS
Toplist Investments Limited Long Position Beneficial owner 300,000,000 300,000,000 6.08% N£A
e EnAA TiEmH
Wkland Investments V Limited Long Position Beneflcial owner 300,000,000 300,000,000 6.08% 3
e EREBA
China Vanke Co., Ltd.* Long Position Interests of controlled 300,000,000 300,000,000 6.08% 3
__corporation
EREERHBRAA e RrEE R
Chance Talent Management Limited  Long Position Beneficial owner 424,266,718 424,266,718 8.98% 4
e EnAA
China Construction Bank Corporation Long Position Interests of controlled 424,266,718 424,266,718 8.98% 4
~_corporation
B RITIRID AR AA] e ZrE S
Central Huijin Investment Ltd. Long Position Interests of controlled 424,266,718 424,266,718 8.98% 4

FRESREARIERT

A

* For identification purpose only {£ %z 5|

corporation
ok e i s
R EE S
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN SHARES AND
UNDERLYING SHARES OF THE COMPANY (Contd)

Long position in ordinary shares (Cont'd)

Notes:

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

2. Kinson Group Limited is owned as to 100% by Evergreen Holdings Limited, and
Evergreen Holdings Limited is owned as to 100% by UBS Trustees (BVI) Limited,
acting as the trustee for the family trust of Mr. WONG.

3. Wkland Investments V Limited is owned as to 100% by #RIP2AMHBEREA
&) (China Vanke Co., Ltd.¥). Accordingly, BRIMZRHER2AE] (China Vanke
Co., Ltd.*) is deemed to be interested in the 300,000,000 Shares held by Wkland
Investments V Limited.

4. The underlying shares represented the ordinary shares to be issued upon
full conversion of US$100,000,000 convertible bonds held by Chance Talent
Management Limited, at the conversion price of HK$2.695 (as adjusted) per
conversion share. On 18 January 2018, the Company has allotted and issued
28,794,063 conversion shares to Chance Talent Management Limited at the
conversion price of HK$2.695 per conversion share. Chance Talent Management
Limited is owned as to 100% by China Construction Bank Corporation, and
China Construction Bank Corporation is owned as to 57.31% by Central Huijin
Investment Ltd.. Accordingly, Central Huijin Investment Ltd. is deemed to be
interested in the 424,266,718 Shares held by Chance Talent Management

Other Information

Hib &R

FERRRAQANRG REERS %
BHvRERE (A

EERBROZER(E)

1. EEA P EARI00% 2 Ea (MBS EEARBEES
100% 2 #E) « At - 2% R E A EWR BN EL ST
B2 #%1,010,844, 583 BN FEAHELS ©

2. Evergreen Holdings Limited# A Kinson Group Limited 100%
Z W%+ MUBS Trustees (BVI) Limited/ERE 5S4 2 Rikls
LAY 7L AJ A Evergreen Holdings Limited 100% 2 ## % ©

3. BRI ERD AR A FTHEAWkKIand Investments V Limited 2
100% = - Fit + SREERD AR D AR AR Wkland
Investments V Limited FT#%$ A 2 5% %300,000,000/% f& (7 # A
T o

4. tE R A% 17 #§ FAChance Talent Management Limited# A /)
100,000,0003€ 7T AT #2 i 18 55 75 SR R 14 1S DA IR S AR AR
2,695 (S FHE )M HAIREHEITH L BN - KT
—NF—A+TNB  ARARCKRER A BB 2.6958 T
2 (& » MChance Talent Management Limited it 2% &
2£1728,794,063 % KRR (D - REIRZRITRMDBRA A
# B Chance Talent Management Limited 100% 2 # 35 -
MARESREFRETAAESPEEZRITRNER
AAS731% 2 - At - PREGREERETAA
W18 AT Chance Talent Management Limited B 2 %%

Limited. 424,266,718 IRIHEA R ©
Long position in convertible preference shares ABRREERRA ZIFE
Approximate
percentage
of the issued
Number of convertible
convertible preference share
Long position/ preference capital of
Name of Shareholder Short position Capacity shares the Company Note
HAEAB S BITRA
BREREE BRE KA 514 ARRELEROEE ZBH B Btat
China LVGEM Long Position Beneficial owner 3,215,646,936 90.68% 1
PR S A EmfEaA
Go Great Long Position Interests of controlled corporation 3,215,646,936 90.68% 1
=% T R LB R
Mr. WONG Long Position Interests of controlled corporation 3,215,646,936 90.68% 1
=hAE e ZiEEE RS
Note: Mt -

1. China LVGEM is owned as to 100% by Go Great, which is in turn owned as to
100% by Mr. WONG. Accordingly, Go Great and Mr. WONG are deemed to be
interested in the 3,215,646,936 convertible preference shares held by China
LVGEM.

1. BEEATEGERI00% cEm(REIREEREATEES
100%.2 #E28) - Btk - @B RELEE TR BN P B SR
B 2 %%3,215,646,936 % AT B L IR A 1w o

#R(TEEERERRIA 23
- \FhfRE



Other Information

Hib &R
PURCHASE, SALE OR REDEMPTION OF SECURITIES

During the period, the Company issued an aggregate of 241,358,732 ordinary
shares and 132,564,669 convertible preference shares. Details are as follows:

(@) On 17 January 2018, the Company received a notice from Chance Talent
Management Limited, requesting for the conversion of the convertible
bonds in the principal amount of US$10,000,000. Accordingly, the
Company issued 28,794,063 ordinary shares at the conversion price of
HK$2.695 per share.

(b)  On 7 February 2018, the Company entered into a convertible preference
shares subscription agreement with Silver Sure (BVI) Investments
Limited, a wholly-owned subsidiary of ABC International Holdings
Limited, pursuant to which the Company issued 132,564,669 convertible
preference shares at HK$2.938 per convertible preference share.

()  On 7 February 2018, the Company entered into a share subscription
agreement with Leadon International Investments Real Estate Limited,
for subscription of 132,564,669 ordinary shares at HK$2.938 per share.

(d)  On 8 February 2018, the Company conducted a top-up placing pursuant
to which 80,000,000 new shares were issued to China LVGEM at the
top-up subscription price of HK$2.938 per share which is equivalent to
the 80,000,000 shares placed by China LVGEM to two placing agents
under the top-up placing.

The net proceed from the issuing of convertible preference shares and
the placing of shares described in paragraphs (b), (c) and (d) above was
an aggregate of approximately HK$1,001 million. Up to 30 June 2018,
approximately HK$700 million of the proceeds have been applied for the
payment of acquisition and development costs for property development
projects of the Company; approximately HK$235 million of the proceeds have
been applied for the settlement of interest payments of the Group and for
general corporate purposes.

The Company has not redeemed any of its listed securities during the period
under review. Save as disclosed above, neither the Company nor any of its
subsidiaries has purchased or sold any of the Company’s listed securities
during the six months ended 30 June 2018.

CORPORATE GOVERNANCE

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

Throughout the six months ended 30 June 2018, the Company complied with
all code provisions set out in the Corporate Governance Code contained in
Appendix 14 to the Listing Rules.

24 LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED
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BE - HEIER LHES

HR ARA#FETE H241358732K L mKk K&
132,564,669 Rl R @ 5Tk © BN

(@) RZTE—NF—A+E£H  KQF#EEChance
Talent Management Limited@%01 + Bk H AL 5
/10,000,000 T2 Al ESH - ALt - AR AR
HIREFN2.605/87031728,794,0630% L BA% ©

(b)) RZZE-NE-F+H ARFEEEREEEE
RARIZz2ENBARRIBEBVNIEEAR QG
ATRRE IR RIE R E - B - AR BAERKR AT
% 18 S A% 2.93878 JT 317 132,564,669 A% 7] 42 A% 12 5t
HQ °

c) RZZ—NF=-ALH:  &XA2Qa HLeadon
International Investments Real Estate Limiteds] %
M RERZE - AWEMK2.9388 TR 132,564,6690%

(d) RZZE-NFZANR  ARAFETERERNE
B RER293BETLZ AERNAEED
rh B 4% 5 #£1780,000,000 X ¥ i £~ ZBECEHE
RAPBESZSRELFERTKEAMGEERERE
80,000,000/% &5 ©

EXX(b) ~ (o) Fa(d) B A st B 17 AT HA S 8 5 B T D 65 A £ Y
SRIEFEAHORL0IEEET - HE-ZT—\F KA
=+tH  FAR/REH70BEEETC BRIXNARAME
BRIA B 2 WHE R R A N RS S RKI235 A & B T A
WEEAEENSFEEAE—REERR -

AR AR O R AP 3 B O B TR o BR _ESCPRH
BEI  ARAREEMMBARNREE —Z—N\FA
=TRERNEAREEEASREERNRT LHES -

EER

ARRRBMNEL R Z BEERERIERF - ARFZE
XERRAEEEAEZESR - BRERAARRMA K
RHEE -

BE-Z-N\FRAA=ZTHLERNEAAR » AQR—HET
EFARBIN S AT B 2 R EE AT A2 FE ST AMEX
HIE °



MODEL CODE FOR DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) as set out in Appendix 10 to
the Listing Rules as its own code of conduct regarding directors’ securities
transactions. The obligation to follow the Listing Rules has been set out in the
terms of the service agreements of each executive Director and the letters of
appointment of non-executive Director and each independent non-executive
Director. Having made specific enquiry of all the Directors, all Directors
confirmed that they have complied with the required standards as set out in the
Model Code during the six months ended 30 June 2018.

DIRECTORS’ SERVICE AGREEMENTS

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

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

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

REVIEW OF INTERIM FINANCIAL REPORT

The auditor of the Company, Deloitte Touche Tohmatsu, has performed an
independent review on the interim financial report set out on pages 27 to 76 in
accordance with Hong Kong Standard on Review Engagements 2410, “Review
of Interim Financial Information Performed by the Independent Auditor of the
Entity” issued by the Hong Kong Institute of Certified Public Accountants. On
the basis of the auditor’s review, which does not constitute an audit, Deloitte
Touche Tohmatsu confirmed in writing that nothing has come to the auditor’s
attention that causes the auditor to believe that the interim financial report is not
prepared, in all material respects, in accordance with Hong Kong Accounting
Standard 34. The interim results of the Group for the six months ended 30 June
2018 have also been reviewed by the members of the audit committee of the
Company before submission to the Board for approval. The audit committee of
the Company was of the opinion that the preparation of such results complied
with the applicable accounting standards and requirements and that adequate
disclosures have been made.

Other Information

Hib &R
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EHRH2BESTR(RESTA ] EREERETES
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Report on Review of Condensed Consolidated Financial Statements

BEEESS b 8k

Deloitte.

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

INTRODUCTION

We have reviewed the condensed consolidated financial statements of LVGEM
(China) Real Estate Investment Company Limited (the "Company") and its
subsidiaries (collectively referred to as the "Group") set out on pages 27 to 76,
which comprise the condensed consolidated statement of financial position
as of 30 June 2018 and the related condensed consolidated statement of
profit or loss, statement of profit or loss and other comprehensive income,
statement of changes in equity and statement of cash flows for the six-month
period then ended, and certain explanatory notes. The Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited require the
preparation of a report on interim financial information to be in compliance
with the relevant provisions thereof and Hong Kong Accounting Standard 34
"Interim Financial Reporting" ("HKAS 34") issued by the Hong Kong Institute
of Certified Public Accountants. The directors of the Company are responsible
for the preparation and presentation of these condensed consolidated financial
statements in accordance with HKAS 34. Our responsibility is to express a
conclusion on these condensed consolidated financial statements based on our
review, and to report our conclusion solely to you, as a body, in accordance with
our agreed terms of engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the contents of
this report.

SCOPE OF REVIEW

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

CONCLUSION

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

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

24 August 2018

LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED
Interim Report 2018
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Condensed Consolidated Statement of Profit or Loss

ARG EREER

For the six months ended 30 June 2018 #Z= —Z— /\&F/XxA=+HIL/\EA

Six months ended 30 June
BZEAA=1+HLEAEA

2018 2017
—2-N\F —E—tF
NOTES RMB’000 RMB’000
Kt AR¥TT ARKETTT
(Unaudited) (Unaudited)
(REER) (REEEZ)
Revenue &= 3 767,275 595,062
Cost of sales SHER A (326,617) (251,372)
Gross profit EA 440,658 343,690
Other income, other gains and losses HAUA - Hpbles REE 106,410 21,448
Selling expenses HERS (51,196) (14,823)
Administrative expenses THFX (167,894) (178,437)
Fair value changes related to investment WEMERBNR 1 EBEES)
properties 91,389 175,845
Fair value changes on derivative AR ESITE T ASDH
component of convertible bonds NREBEES 16(b) 38,443 41,373
Finance costs BB A 4 (285,318) (265,555)
Share of results of joint ventures NG E 4 (1) (92)
Profit before tax B A1 2 R 5 172,491 123,449
Income tax credit (expense) s EiiRe () 6 15,046 (76,678)
Profit for the period HREF 187,537 46,771
Profit (loss) for the period attributable to: AT ATEGBRRR(EE):
Owners of the Company AABMER 191,930 43,172
Non-controlling interests FEFE AR M A (4,393) 3,599
187,537 46,771
RMB cents RMB cents
AR¥S ARMES
(Unaudited) (Unaudited)
(REEEZ) (REEEZ)
Earnings per share FREF 8
— Basic —HR 3.94 0.92
— Diluted — 858 2.37 0.36
£ (TE) R EREERAT

—Z—N\FhEfmRE



Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income
HRFEER R HM2E K&K

For the six months ended 30 June 2018 #Z —Z— \F/NA=1+HIE/NEA

Six months ended 30 June
BZEAA=1+HLAEA

2018 2017
—g-N\F =F L5
RMB’000 RMB’000
AR¥ T ARETFT
(Unaudited) (Unaudited)
(REFEX) (REEEZ)
Profit for the period HAZEF 187,537 46,771
Other comprehensive (expense) income Hith2mH () s
Items that may be subsequently reclassified to Bk e B ST R oA -
profit or loss:
Exchange differences arising on translation PE N EEMRE T (4,522) (7,258)
Fair value changes on available-for-sale investment, AEEREZ AR EBEES
net of tax (Hpr#1E) = 40,849
Item that will not be reclassified to profit or loss: BN e B R IB -
Fair value changes on investment in equity BEARBEFAEMBEEKZEZ
instrument at fair value through other BATEREZ AR EEES
comprehensive income, net of tax (FNBRFRE) 37,127 -
Other comprehensive income for the period HRHMEE RS 32,605 33,591
Total comprehensive income for the period HR2ERSREEE 220,142 80,362
Total comprehensive income (expense) attributable to: LT ATEGEERE (FX) 85 :
Owners of the Company AR RIRRER 224,257 78,647
Non-controlling interests 1R i (4,115) 1,715
220,142 80,362

Interim Report 2018
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Condensed Consolidated Statement of Financial Position

B AR S B F ik i R

At 30 June 2018 R=F—N\FA="1H

At 30 June At 31 December
2018 2017
R-ZZE—N\E R-E—+F
AA=1+H +—-A=+—~”
NOTES RMB’000 RMB’000
BteE AREF T AREF T
(Unaudited) (Audited)
(REBEZR) (FE5E%)
Non-current assets FRBEE
Investment properties EYE 9 20,514,653 19,650,677
Property, plant and equipment ME - BB REE 9 394,490 413,871
Goodwill FEES 231,602 231,602
Interests in joint ventures REE R AR 6,067 6,068
Amount due from a joint venture B —RE &R R HIE 522,323 522,323
Available-for-sale investment HEERE 12 - 444 259
Equity instrument at fair value through other BEARBEFAREMER
comprehensive income WS 7 AR T A 12 493,761 =
Deferred tax assets EEFIEEE 135,059 175,201
Other non-current assets HEmeEE 10 2,620,000 1,210,000
24,917,955 22,654,001
Current assets REBEE
Properties under development for sale BRPEFEWE 6,875,173 5,621,635
Properties held for sale FEYE 543,214 729,206
Other inventories HiFE 814 1,145
Accounts receivable FEUBRTX 11 64,853 377,292
Deposits paid, prepayments and other receivables B ff1£4 - TN FIE KL
H b pE W k18 1,090,735 1,138,263
Tax recoverable AT EI R R 67,787 32,594
Other financial assets HEthemEE - 150,000
Restricted bank deposits SRR BRI TR 2,490,200 2,117,521
Bank balances and cash IRITHESR RIS 2,865,005 3,975,163
13,997,781 14,142,819
Current liabilities FREEE
Accounts payable TETBRER 13 479,462 600,037
Contract liabilities ARAE 1,683,829 -
Accruals, deposits received and other payables BETER - Elize Xk
Hub e 5008 1,916,070 3,725,372
Tax liabilities HIEBE 592,416 1,009,685
Dividend payables FEITRR 2 208,059 -
Borrowings (Eg= 14 3,999,049 3,615,042
Debt component of convertible bonds AR EHEE D 16(a) 565,459 589,650
Derivative component of convertible bonds AR ESFPTAE T A 16(b) 56,904 111,078
9,501,248 9,650,864
Net current assets REEETFE 4,496,533 4,491,955
Total assets less current liabilities HEERRBASE 29,414,488 27,145,956
Non-current liabilities kRBERE
Borrowings EBE 14 9,961,384 9,343,235
Senior notes and bond BRAEERES 5,292,085 5,250,854
Debt component of convertible bonds AIRRES BT S 16(a) 437,437 -
Derivative component of convertible bonds AR EHFITET AL S 16(b) 221,968 =
Deferred tax liabilities BEEFIB A E 2,533,323 2,482,664
18,446,197 17,076,753
Net assets EEFE ' 10,968,291 10,069,203
Z2(FE)HEREERAT

==\ FRBHE
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Condensed Consolidated Statement of Financial Position

B AR S B F ik R

At 30 June 2018 R—ZE—N\FA=1H

At 30 June At 31 December
2018 2017
R-ZB—N\E RZZT—tF
~A=+H +=-—A=+—H
NOTES RMB’000 RMB’000
Btat AR¥T T ARETFT
(Unaudited) (Audited)
(REEZ) (5= %)

Capital and reserves BRAKf#E
Share capital [N 15 41,083 39,121
Reserves [ 10,694,507 9,796,941
Equity attributable to owners of the Company AN A IR FE (L i e 10,735,590 9,836,062
Non-controlling interests IR M 232,701 233,141
Total equity TR 10,968,291 10,069,203
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Condensed Consolidated Statement of Changes in Equity

BEE RSy IR

For the six months ended 30 June 2018 &Z —Z—/\&F/XA=+HI/~EA

Attributable to owners of the Company

ARARFELER
Convertitle Investment Share Non-
Share Share  preference Other  Exchange revaluation option  Statutory  Retained controlling Total
capital ~ premium shares reserve reserve Teserve Teserve reserve profits  Subtotal  interests equity
Tk A EX REEH  BRE R 78 FER B&
B BARE  EiR 1] ffe fife ffe e L] At Bi &g
RMB'000  RMB'000  RMB'000  RMB0O0  RMB'000  RMB'OO0  RMB'0O0  RMB'000  RMB'O0  RMB'0O0  RMB'000  RMB'000
AEETR ARMTR ARBTn ARETR ARBTn ARMTn ARETn ARMTn ARETn ARMTn ARETn ARET:
Balanceasat Lanuary 2017 (Audted) ~ RE—-tF-A-BRMER(SER) 015 6299142 5959114 (112363%) 66011 1633%6 18404 14747 7397319 89GA512 2312 9197664
Proftfor the period ,ﬁﬁmﬁﬂ = - - - - - - - B BIR 3509 46771
Fair value changes on avallableforsale  WHEERE 7 A4 ERES
investment, net of tax (MEHE) - - = - - 8w - - - s - s
Exchange differences arising on translation [ EH1AE £5 - - - - (M) = - - - GBI 0% 12%)
Total comprehensive (expense) income for AT (B ) Wiie
the period - - - - (b374) 40849 - - 3172 18,647 1,715 80,362
Recogniton of equity-setlled share-based  BERRLARIEBE MR [ENE
payments (note 17) (Hz17) - - - - - - RBI% - - R - R
Dividend paid (note 7) BARE(HET) - - - - - - - - Ay - )
Transfer of statutory reserve BRITRE - - - - - - - 2,055 (2,055) - - -
Balance as at 30 June 2017 (Unaudited)  R=B—+&/ A=tEMER
(*E%7) 0115 6209142 599114 (11233060 60637 20418 18680 149482 722725 880124 234867 912491
Balanceasat 1 January 2018 (Audted) ~ R=F—/\F—A—ROEH(EZH) 39120 6300567 5959114 (11,235356) 119,608 15744 208337 149812 8219115 9836062 233,141 10,069,203
Profit (oss) for he period Bnan(ER) - - - - - - - - 191930 191930 (4303) 187597
Fairvalue changes on investmenis -~ XA BEFAL B2 ENE
equity instrument at fair value through -~ AT ARE A% BES
other comprehensive income, netoftax (1B F8) - - - - - - - - nm - nm
Exchange differences arising on translation X E4E1AE 28 - - - - (4800 - - - - (4800 7 (452
Total comprehensive (expense) income for - SARATE(ER ) zeE
the period - - = = (4800 31121 - - 191930 224257 (4,115) 220,142
Recogniton of equity-setlled share-based  BERRARIEB BRI fHENHE
paymens (note 17) (M&E17) - - - - - - 99 - - 959 - 21959
Dividend declared (note 7) BERRE(H3E7) - - - - - - - - (201,740 (201,740) - (201,740)
Transfer ofstautory reserve aRiTRE - - - - - - - (1) - - -
Conversion of convertible bonds HATARES 240 70,145 - - - - - - - 7038 - 1038
Captal contribution by anon-controling ~ FFERBER-EHEAR 2 LE
shareholder of a subsidiary - - - - - - - - - - 3675 3,675
Issue of ordinary shares KLk 1722 49589 - - - - - - - 49762 - 49762
Issue of convertible preference shares ST RRELR
(note) (Rsr) - - 81047 - - - - - - 87,047 - 81047
Balance as at 30 June 2018 (Unaudied)  R=F—-N\ERA=T B
(FiI%ER) 41,083 6,866,610 6,246,161 (11235356) 114808 112871 230296 151,558 8,207,559 10735590 232,701 10,968,291

B2 (HE) hERES AT 31
2

—\ RS



Condensed Consolidated Statement of Changes in Equity

BEE RS RS

For the six months ended 30 June 2018 &= —ZF— \&F/XxA=1HIL/NEA

Note:
Issue convertible preference shares (the “2018 CPS”)

On 7 February 2018, the Company entered into the 2018 CPS subscription agreement
with Silver Sure (BVI) Investments Limited, an independent third party to the Group as the
2018 CPS subscriber pursuant to which the 2018 CPS subscriber agreed to subscribe for
132,564,669 new CPS at the aggregate consideration of approximately HK$389.47 million
(equivalent to RMB325.56 million). The allotment and issue of 2018 CPS was completed
on 21 February 2018.

The 2018 CPS is classified as equity instrument in the Group’s condensed consolidated
financial statements as the Group does not have a contractual obligation to deliver cash or
other financial assets arising from the issue of the 2018 CPS.

Key terms of the 2018 CPS

. Holder of the 2018 CPS will be entitled to receive notices of and to attend the
general meetings of the Company but are not permitted to vote unless a resolution
is proposed to vary the rights of holder of the 2018 CPS or a resolution is proposed
for the winding up of the Company;

. Holder of the 2018 CPS has the right to convert each 2018 CPS at any time
into one ordinary share of the Company without the payment of any additional
consideration. The holder may not exercise the conversion right if upon the
conversion, the percentage of ordinary shares held by the public will fall below the
minimum public float requirement under Rule 8.08 of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited. The shares
that are issued upon the exercise of the conversion right of the 2018 CPS are not
subject to any restriction;

o The 2018 CPS cannot be redeemed by the Company or its holder; and
o Holder of 2018 CPS will have priority over the holders of ordinary shares of the
Company on the assets and funds of the Company available for distribution in a

distribution of assets on liquidation, winding-up or dissolution of the Company.

The details of the 2018 CPS are set out in the announcement of the Company dated 7
February 2018.
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Condensed Consolidated Statement of Cash Flows
BHRGEEESRER

For the six months ended 30 June 2018 &Z —Z—/\&F/XA=+HI/~EA

Six months ended 30 June
BEANA=THLAXEAR

2018 2017
—E-N\F —E—+F
NOTE RMB’000 RMB’000
BtaE AR¥TT AREFT
(Unaudited) (Unaudited)
(REEEZX) (REEER)
Net cash used in operating activities RETEHFTARSFE (252,328) (801,843)
Investing activities RETE
Advances to related parties ) ERE 7 S SRR (583,447) (928,787)
Repayment from related parties RARE 5 iE K 1,033,946 1,233,835
Withdrawal of restricted bank deposits REVZ R $I$R1TFE R 2,086,226 3,123,325
Placement of restricted bank deposits TR FIRITER (2,458,905) (3,574,069)
Withdrawal of short-term time deposits with ~ $2EUA=1E A A BN —FE R 2|
maturity beyond three months K52 BT 3K
but within one year 624,929 -
Placement of short-term time deposits with FEHRR=EA A L ER—FAE|E
maturity beyond three months K52 BT 3K
but within one year (357,876) (300,000)
Additional cost of investment properties A YR TEINK AR (476,022) (3,753)
Acquisition of a subsidiary W eE— KT B R ) 10 (1,410,000) =
Repayment of consideration payable S EARE (1,043,336) -
Purchase of property, plant and equipment  BEE¥% - HE REE (4,532) (3,152)
Proceeds from redemption of other financial & [El E {th & Bh & EEFT1S 2B
assets 150,000 150,000
Proceeds from disposal of investment HEREYFEMBRIE
properties 1,311 31,290
Proceeds on disposal of property, plantand ~ HEWE - BE RREIESRIE
equipment 5 195
Interest received 2 U F & 102,376 16,237
Net cash used in investing activities RETHFTARSFE (2,335,325) (254,879)
Financing activities REEE
Proceeds from new borrowings S EEmEIIE 3,115,020 2,536,961
Proceeds from issue of convertible bond BRI AR (S %?ﬁﬁ’a NI 623,748 =
Capital contribution by a non-controlling FEFERG AR R A — Fsﬁﬁﬁ% TZﬁ;ﬁ
shareholder of a subsidiary 3,675 -
Repayment of borrowings BEEE (2,211,168) (1,279,569)
Interest paid EAFE (562,676) (299,544)
Proceeds from issue of new shares BITHRATIS 5R0B 497,620 =
Proceeds from issue of convertible preference ?’ETT—J}%HXE%HX)SH%#\
shares 287,047 -
Net cash from financing activities RETEHFMBSHESTER 1,753,266 957,848
Net decrease in cash and cash equivalents ReERBSEBYRDFHE (834,387) (98,874)
Effect of foreign exchange rate changes INEERSE S (8,718) (3,851)
Cash and cash equivalents at beginning HUORERESEEY
of the period 3,350,234 2,592,246
Cash and cash equivalents at end of the period HIRRERELSZEEY 2,507,129 2,489,521
Represented by: 5
Cash and cash equivalents RENRESZEEY 2,507,129 2,489,521
Add: Fixed deposits with original maturity e REBAAEZR=EAN
date more than three months TEHIFR 357,876 500,000
Bank balances and cash RITHEBRES 2,989,521

2,865,005

B (qﬂ)itbééﬁﬁﬁﬁﬂt\_l
—E— \EREGFHRE
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Notes to the Condensed Consolidated Financial Statements

R B AR S B R 2R Y =

For the six months ended 30 June 2018 &Z —Z—/)\&FXA=1HI/NEA

BASIS OF PREPARATION

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

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

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been prepared
on the historical cost basis except for investment properties, equity
instrument at fair value through other comprehensive income and
derivative component of convertible bonds, which are measured at fair
values.

Other than changes in accounting policies resulting from application
of new and amendments to Hong Kong Financial Reporting Standards
(“HKFRSs"), the accounting policies and methods of computation used
in the condensed consolidated financial statements for the six months
ended 30 June 2018 are the same as those followed in the preparation
of the Group’s annual financial statements for the year ended 31
December 2017.

Application of new and amendments to HKFRSs and an interpretation

In the current interim period, the Group has applied, for the first time,
the following new and amendments to HKFRSs and an interpretation
issued by the HKICPA which are mandatory effective for the annual
period beginning on or after 1 January 2018 for the preparation of the
Group'’s condensed consolidated financial statements.

HKFRS 9 Financial Instruments

HKFRS 15 Revenue from Contracts with
Customers and the related
Amendments

HK(IFRIC)-Int 22 Foreign Currency Transactions and

Advance Consideration
Amendments to HKFRS 2 Classification and Measurement of
Share-based Payment Transactions
Amendments to HKFRS 4 Applying HKFRS 9 “Financial
Instruments” with HKFRS 4
“Insurance Contracts”

Amendments to HKAS 28 As part of the Annual Improvements to

HKFRSs 2014-2016 Cycle

Amendments to HKAS 40 Transfers of Investment Property
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Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 June 2018 #Z= —F— \F/xA=+HI-/~EA

PRINCIPAL ACCOUNTING POLICIES (Cont'd)

The new HKFRSs have been applied in accordance with the relevant
transition provisions in the respective standards which results in changes
in accounting policies and amounts reported as described below.

2.1

Impacts and changes in accounting policies of application on
HKFRS 15 “Revenue from Contracts with Customers”

The Group has applied HKFRS 15 for the first time in the current
interim period. HKFRS 15 superseded HKAS 18 “Revenue”,
HKAS 11 “Construction Contracts” and the related interpretations.

The Group has applied HKFRS 15 retrospectively with the
cumulative effect of initially applying this standard recognised at
the date of initial application, 1 January 2018. Any difference at
the date of initial application is recognised in the opening retained
profits (or other components of equity, as appropriate) and
comparative information has not been restated. Furthermore, in
accordance with the transition provisions in HKFRS 15, the Group
has elected to apply the standard retrospectively only to contracts
that are not completed at 1 January 2018. Accordingly, certain
comparative information may not be comparable as comparative
information was prepared under HKAS 18 “Revenue” and HKAS
11 “Construction Contracts” and the related interpretations.

2.1.1 Key changes in accounting policies resulting from
application of HKFRS 15

HKFRS 15 introduces a 5-step approach when recognising
revenue:

e Step 1: Identify the contract(s) with a customer

e Step2: Identify the performance obligations in the
contract

e Step 3: Determine the transaction price

e Step4: Allocate the transaction price to the
performance obligations in the contract

e Step5: Recognise revenue when (or as) the entity
satisfies a performance obligation

2.

TESHBER#E)

A BB YIRS ERDRIES B 2RI B 5
X TR EtBRREBHZE LSRN N

it o

21 REREBUBREERFISHIREFTFE
HWE 2 EREEREE

WA HHR - AEEEREREENBRSE
ERISE1E5E - BB M B IHMEEAF15HREL
FEGEAFISH K] BB ER
F1RIEES W | B2 -

AEBERPEBEENBREENELS
5% MR ZERIN R ER I ER
BM—Z—-NF— A HA#%R - InEMAR
HAR (R 22 R0 A ) 2R B i ) e 32 (S At
REEERE D - IER) - RABET|LRE
B gbsh - RIBF B M B W E ERFE 1551
BEGS NEEERRERZEREHARN
RZE-—NF—A—BHARTROEL -
ETHBRANDREE S EAIE 185 IR
wm] > BB EANEIRZESDN ] RIEH
RERA AR THREREALE -

2.1.1 EABEBHBHREEREILHFEENHZ
AT EEAEE

BB BRELERF 1558 5| A L {EHER
Wz z 8%

e B~ BRIREFMAINLZAEH

e B4 BRIAKNZEHEAL
CF=4 BERXRHE
CFNF  BRBEIEEANTLZ

RAIEE

CFRL  MN(HEE)ERBEKED
A ER RS

B2 (HE) b ER &S RAT. 35
— = g



Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 June 2018 &Z —Z—/)\&FXA=1HI/NEA
2. PRINCIPAL ACCOUNTING POLICIES (Cont'd) 2. FESTHEER®)

2.1 Impacts and changes in accounting policies of application on 21 REAESBMBREEAZISHIRBEEFS

HKFRS 15 “Revenue from Contracts with Customers” (Cont'd)

2.1.1 Key changes in accounting policies resulting from
application of HKFRS 15 (Cont’d)

Under HKFRS 15, the Group recognises revenue when
(or as) a performance obligation is satisfied, i.e. when
‘control’ of the goods or services underlying the particular
performance obligation is transferred to the customer.

A performance obligation represents a good and service (or
a bundle of goods or services) that is distinct or a series of
distinct goods or services that are substantially the same.

Otherwise, revenue is recognised at a point in time when
the customer obtains control of the distinct good and
service.

A contract liability represents the Group’s obligation to
transfer goods or services to a customer for which the
Group has received consideration (or an amount of
consideration is due) from customer.

The Group recognises revenue from the following major sources:

o Sales of properties

o Leasing of commercial properties, office premises and car
parks

° Hotel operation, property management service

Revenue from sales of properties is recognised at a point of time
when the completed property is transferred to the customer, being
at the point that the customer obtains the control of the completed
property and the Group has present right to payment and the
collection of the consideration is probable.

Revenue from leasing of commercial properties, office premises
and car parks continues to be accounted for in accordance with
HKAS 17 “Leases”.

Revenue from hotel operation and property management service
is recognised over time by reference to the progress towards
complete satisfaction of the relevant performance obligation, as
the customer simultaneously receives and consumes the benefits
provided by the Group’s performance as the Group performs.
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Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 June 2018 #Z= —F— \F/xA=+HI-/~EA

2. PRINCIPAL ACCOUNTING POLICIES (Cont'd) 2. FESTHEER#®)
2.1 Impacts and changes in accounting policies of application on 21 REASBHBREEREISHIRBEEFS

HKFRS 15 “Revenue from Contracts with Customers” (Cont'd) HHWE |2 ERSTBREE (E)

2.1.1 Key changes in accounting policies resulting from 211 ERZEBHBEREERNEISHEHZ S

application of HKFRS 15 (Cont'd) AR EAEE) ()
Existence of significant financing component GFEERBERSD

In determining the transaction price for the sales of
properties, the Group adjusts the promised amount of
consideration for the effects of the time value of money if
the timing of payments agreed (either explicitly or implicitly)
provides the customer or the Group with a significant
benefit of financing the transfer of goods or services to the
customer. In those circumstances, the contract contains
a significant financing component. A significant financing
component may exist regardless of whether the promise of
financing is explicitly stated in the contract or implied by
the payment terms agreed to by the parties to the contract.

For contracts where the period between payment and
transfer of the associated goods or services is less than
one year, the Group applies the practical expedient of not
adjusting the transaction price for any significant financing
component.

Incremental costs of obtaining a contract

Incremental costs of obtaining a contract are those costs
that the Group incurs to obtain a contract with a customer
that it would not have incurred if the contract had not been
obtained.

The Group recognises such costs (e.g. sales commissions)
as an asset if it expects to recover these costs. The asset
so recognised is subsequently amortised to profit or loss
on a systematic basis that is consistent with the transfer to
the customer of the goods or services to which the assets
relate. The asset is subject to impairment review.

The Group applies the practical expedient of expensing all
incremental costs to obtain a contract if these costs would
otherwise have been fully amortised to profit or loss within
one year.
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Notes to the Condensed Consolidated Financial Statements

LEEENS

For the six months ended 30 June 2018 EHZ=—=

B RS R R Y

—N\FRA=THIEE

2. PRINCIPAL ACCOUNTING POLICIES (Cont'd)

A

2.1 Impacts and changes in accounting policies of application on

HKFRS

15 “Revenue from Contracts with Customers” (Cont'd)

2.1.2 Summary of effects arising from initial application of HKFRS 15

The following adjustment was made to the amounts
recognised in the condensed consolidated statement of
financial position at 1 January 2018. Line items that were

not affected by the changes have not been included.

E3 -y CHE )
21 REAEEHBRSENE ISR RAEFA

MW |28

RESRESE(F)

212 %7]%/7%‘/5@ B BRI SR E 1595 E L

E/ BB ﬁ%t;(

MTW%E%F:;

NF—HA—HHE

FRAR & BTSRRI R HER A SRR ©
HAT AN ES T ENHEE -

Carrying Carrying
amounts amounts
previously under
reported at HKFRS 15 at
31 December 1 January
2017  Reclassification 2018
R-Z-N\§
it -3 —A—H
+=-A=1+-H BRNEERS
RRI2HHN RIS 155
REE BEfAE  ETHREE
Note RMB'000 RMB'000 RMB'000
Kz AR¥T R AR¥TT ARET R
Current liabilities =N
Accruals, deposits received and other [EFER  ElEe R
payables HAt (TR (a) 3,725,372 (922,148) 2,803,224
Contract liabilities AREE (a) = 922,148 922,148
Note: B3E
(@) As at 1 January 2018, deposits received in advance from (@ RZZE—NF—A—8 mt¥WEH

customers for presale of properties of RMB922,148,000
previously included in accruals, deposits received and other

payables was reclassified to contract liabilities.
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Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 June 2018 #Z= —F— \F/xA=+HI-/~EA

2. PRINCIPAL ACCOUNTING POLICIES (Contd)

2.1

2.2

Impacts and changes in accounting policies of application on
HKFRS 15 “Revenue from Contracts with Customers” (Cont'd)

2.1.2 Summary of effects arising from initial application of HKFRS 15
(Cont'd)

The following tables summarise the impacts of applying
HKFRS 15 on the Group’s condensed consolidated
statement of financial position as at 30 June 2018 for each
of the line items affected. Line items that were not affected
by the changes have not been included.

2. FEEFEE#)

21 REREEBUBREENBISHRKEEFE
K 2 HERETEEEE(F)

2.1.2 W IERE BB EERIE ST EL

ZHEME(E)

TR ARE R BB B IR E LR E 155
HR-E— ) \FRA=ZTHAEEHHA
HAEMBARREERBETZE - HA
AN B ENIEE -

Amounts without
application of
As reported Adjustment HKFRS 15
WRERER
B R EER
MEHK B F155NE
Note RMB’000 RMB’000 RMB’000
fizF AR¥T R AR®TR AR®TR
Current liahilities REBEE
Accruals, deposits received and other [E:TER  ElRe Rk
payables HAFERTUR (a) 1,916,070 1,683,829 3,599,899
Contract liabilities aRAE (a) 1,683,829 (1,683,829) =
Note: G
(a) As at 30 June 2018, deposits received in advance from (a) RZZE-NFRA=+TH Y%

customers for presale of properties of RMB1,683,829,000
were classified as contract liabilities.

Impacts and changes in accounting policies of application on
HKFRS 9 “Financial Instruments”

In the current period, the Group has applied HKFRS 9 “Financial
Instruments” and the related consequential amendments to
other HKFRSs. HKFRS 9 introduces new requirements for 1) the
classification and measurement of financial assets and financial
liabilities and 2) expected credit losses (“ECL") for financial
assets.

The Group has applied HKFRS 9 in accordance with the transition
provisions set out in HKFRS 9 i. e. applied the classification and
measurement requirements (including impairment) retrospectively
to instruments that have not been derecognised as at 1 January
2018 (date of initial application) and has not applied the
requirements to instruments that have already been derecognised
as at 1 January 2018. The difference between carrying amounts
as at 31 December 2017 and the carrying amounts as at 1
January 2018 are recognised in the opening retained profits
and other components of equity, without restating comparative
information.

HEREPURZAEREARYE
1,683,829,000tENFEREREME ©
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Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 June 2018 &Z —Z—/)\&FXA=1HI/NEA

2. PRINCIPAL ACCOUNTING POLICIES (Contd)

2.2 Impacts and changes in accounting policies of application on
HKFRS 9 “Financial Instruments” (Cont'd)

Accordingly, certain comparative information may not be
comparable as comparative information was prepared under
HKAS 39 “Financial Instruments: Recognition and Measurement”.

2.2.1 Key Changes in accounting policies resulting from
application of HKFRS 9

Classification and measurement of financial assets

Trade receivables arising from contracts with customers are
initially measured in accordance with HKFRS 15. Rental
income receivable included in accounts receivable is
initially measured in accordance with HKAS 17.

All recognised financial assets that are within the scope of
HKFRS 9 are subsequently measured at amortised cost of
fair value.

Debt instruments that meet the following conditions are
subsequently measured at amortised cost:

o the financial asset is held within a business model
whose objective is to hold financial assets in order to
collect contractual cash flows; and

° the contractual terms of the financial asset give
rise on specified dates to cash flows that are solely
payments of principal and interest on the principal
amount outstanding.

Debt instruments that meet the following conditions
are subsequently measured at fair value through other
comprehensive income (“FVTOCI”):

° the financial asset is held within a business model
whose objective is achieved by both collecting
contractual cash flows and selling the financial
assets; and

° the contractual terms of the financial asset give
rise on specified dates to cash flows that are solely
payments of principal and interest on the principal
amount outstanding.

All other financial assets are subsequently measured at
fair value through profit or loss (“FVTPL"), except that
at the date of initial application/initial recognition of a
financial asset the Group may irrevocably elect to present
subsequent changes in fair value of an equity investment
in other comprehensive income (“OCI”) if that equity
investment is neither held for trading nor contingent
consideration recognised by an acquirer in a business
combination to which HKFRS 3 “Business Combinations”
applies.
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Notes to the Condensed Consolidated Financial Statements

B AR S Bt 7 R 2R B =

For the six months ended 30 June 2018 #Z= —F— \F/xA=+HI-/~EA

2. PRINCIPAL ACCOUNTING POLICIES (Cont'd) 2. FESTHEER#®)
2.2 Impacts and changes in accounting policies of application on 22 FERERVBRREEZENEISRIEMIA |2
HKFRS 9 “Financial Instruments” (Cont'd) ERETHTEERBE(E)

221 Key Changes in accounting policies resulting from 221 FHEREBFIHREERFEIGEE >

application of HKFRS 9 (Cont'd)
Classification and measurement of financial assets (Cont’d)

Equity instruments designated as at FVTOCI

At the date of initial application/initial recognition, the
Group may make an irrevocable election (on an instrument-
by-instrument basis) to designate investments in equity
instruments as at FVTOCI.

Investments in equity instruments at FVTOCI (including
available-for-sale investment) are initially measured at
fair value plus transaction costs. Subsequently, they are
measured at fair value with gains and losses arising from
changes in fair value recognised in OCI and accumulated
in the investment revaluation reserve; and are not subject
to impairment assessment. The cumulative gain or loss will
not be reclassified to profit or loss on disposal of the equity
investments, and will be transferred to retained profits.

Dividends on these investments in equity instruments
are recognised in profit or loss when the Group’s right to
receive the dividends is established in accordance with
HKFRS 9, unless the dividends clearly represent a recovery
of part of the cost of the investment. Dividends are included
in the “other income, other gains and losses” line item in
profit or loss.

The directors of the Company reviewed and assessed the
Group’s financial assets as at 1 January 2018 based on the
facts and circumstances that existed at that date. Changes
in classification and measurement on the Group’s financial
assets and the impacts thereof are detailed in Note 2.2.2.
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Notes to the Condensed Consolidated Financial Statements

LEEENS

For the six months ended 30 June 2018 EHZ=—=

B RS R R Y

—\FRA=+HIANEA

2. PRINCIPAL ACCOUNTING POLICIES (Contd)

2.2 Impacts and changes in accounting policies of application on
HKFRS 9 “Financial Instruments” (Cont'd)

221

Key Changes in accounting policies resulting from
application of HKFRS 9 (Cont’d)

Classification and measurement of financial assets (Cont’d)
Impairment under ECL model

The Group recognises a loss allowance for ECL on financial
assets which are subject to impairment under HKFRS 9
(including accounts receivable, other receivables, deposits
paid, restricted bank deposits and bank balances). The
application of HKFRS 9 has had no material effect on
classification and measurement of financial assets in these
condensed consolidated financial statements. The amount
of ECL is updated at each reporting date to reflect changes
in credit risk since initial recognition.

Lifetime ECL represents the ECL that will result from all
possible default events over the expected life of the relevant
instrument. In contrast, 12-month ECL (“12m ECL")
represents the portion of lifetime ECL that is expected
to result from default events that are possible within 12
months after the reporting date. Assessment are done
based on the Group’s historical credit loss experience,
adjusted for factors that are specific to the debtors, general
economic conditions and an assessment of both the current
conditions at the reporting date as well as the forecast of
future conditions.

The Group always recognises lifetime ECL for accounts
receivable without significant financing component. The
ECL on these assets are assessed collectively using a
provision matrix with appropriate groupings.

For all other instruments, the Group measures the loss
allowance equal to 12m ECL, unless when there has been
a significant increase in credit risk since initial recognition,
the Group recognises lifetime ECL. The assessment of
whether lifetime ECL should be recognised is based on
significant increases in the likelihood or risk of a default
occurring since initial recognition.
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Notes to the Condensed Consolidated Financial Statements

B AR S Bt 7 R 2R B =

For the six months ended 30 June 2018 #Z —Z— \F,N A=+HI/~EA
2.  PRINCIPAL ACCOUNTING POLICIES (Cont'd) 2. XEETEE®)

ERAEEBUBREENFIR EMTA |2
EREFBEBE(F)

2.2 Impacts and changes in accounting policies of application on 2.2
HKFRS 9 “Financial Instruments” (Cont'd)

2.2.1 Key Changes in accounting policies resulting from 221 REABEHEREERFEIFREHZ

application of HKFRS 9 (Cont'd) BITHRFEZZE)(F)
Classification and measurement of financial assets (Cont'd) SREBENDERFE(E)

Impairment under ECL model (Cont'd)
Significant increase in credit risk

In assessing whether the credit risk has increased
significantly since initial recognition, the Group compares
the risk of a default occurring on the financial instrument as
at the reporting date with the risk of a default occurring on
the financial instrument as at the date of initial recognition.
In making this assessment, the Group considers both
quantitative and qualitative information that is reasonable
and supportable, including historical experience and
forward-looking information that is available without undue
cost or effort.

In particular, the following information is taken into
account when assessing whether credit risk has increased
significantly:

o an actual or expected significant deterioration in
the financial instrument’s external (if available) or
internal credit rating;

o significant deterioration in external market indicators
of credit risk, e.g. a significant increase in the credit
spread, the credit default swap prices for the debtor;

o existing or forecast adverse changes in business,
financial or economic conditions that are expected to
cause a significant decrease in the debtor’s ability to
meet its debt obligations;

o an actual or expected significant deterioration in the
operating results of the debtor;

o an actual or expected significant adverse change
in the regulatory, economic, or technological
environment of the debtor that results in a significant
decrease in the debtor’s ability to meet its debt
obligations.

Irrespective of the outcome of the above assessment,
the Group presumes that the credit risk has increased
significantly since initial recognition when contractual
payments are more than 30 days past due, unless the
Group has reasonable and supportable information that
demonstrates otherwise.
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Notes to the Condensed Consolidated Financial Statements

R B AR S B R 2R Y =

For the six months ended 30 June 2018 &Z —Z—/)\&FXA=1HI/NEA

2. PRINCIPAL ACCOUNTING POLICIES (Contd)

2.2 Impacts and changes in accounting policies of application on
HKFRS 9 “Financial Instruments” (Cont'd)

2.2.1 Key Changes in accounting policies resulting from
application of HKFRS 9 (Cont’d)

Classification and measurement of financial assets (Cont’d)
Impairment under ECL model (Cont'd)
Significant increase in credit risk (Cont'd)

Despite the aforegoing, the Group assumes that the credit
risk on a debt instrument has not increased significantly
since initial recognition if the debt instrument is determined
to have low credit risk at the reporting date. A debt
instrument is determined to have low credit risk if i) it has
a low risk of default, ii) the borrower has a strong capacity
to meet its contractual cash flow obligations in the near
term and iii) adverse changes in economic and business
conditions in the longer term may, but will not necessarily,
reduce the ability of the borrower to fulfil its contractual
cash flow obligations. The Group considers a debt
instrument to have low credit risk when it has an internal or
external credit rating of ‘investment grade’ as per globally
understood definitions.

The Group considers that default has occurred when the
instrument is more than 90 days past due unless the Group
has reasonable and supportable information to demonstrate
that a more lagging default criterion is more appropriate.
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Notes to the Condensed Consolidated Financial Statements

B AR S Bt 7 R 2R B =

For the six months ended 30 June 2018 #Z —Z— \F,N A=+HI/~EA
2.  PRINCIPAL ACCOUNTING POLICIES (Cont'd) 2. XEETEE®)

ERERMBRELNFF EMTAE |2
EREFBEBE(F)

2.2 Impacts and changes in accounting policies of application on 2.2
HKFRS 9 “Financial Instruments” (Cont'd)

221 Key Changes in accounting policies resulting from 221 FHEREBFIHREERFEIGEE >

application of HKFRS 9 (Cont'd)

Classification and measurement of financial assets (Cont'd)
Impairment under ECL model (Cont'd)

Measurement and recognition of ECL

The measurement of ECL is a function of the probability
of default, loss given default (i.e. the magnitude of the
loss if there is a default) and the exposure at default. The
assessment of the probability of default and loss given
default is based on historical data adjusted by forward-
looking information.

Generally, the ECL is estimated as the difference between
all contractual cash flows that are due to the Group in
accordance with the contract and all the cash flows that
the Group expects to receive, discounted at the effective
interest rate determined at initial recognition. For those
rental income receivable including in accounts receivable,
the cash flows used for determining the ECL is consistent
with the cash flows used in measuring the lease receivable
in accordance with HKAS 17 “Leases”.

Interest income is calculated based on the gross carrying
amount of the financial asset unless the financial asset is
credit impaired, in which case interest income is calculated
based on amortised cost of the financial asset.

As at 1 January 2018, the directors of the Company
reviewed and assessed the Group’s existing financial
assets for impairment using reasonable and supportable
information that is available without undue cost or effort
in accordance with the requirement of HKFRS 9. The
provision for impairment is considered insignificant
in respect of these balances as there has not been a
significant change in credit quality at 1 January 2018.
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Notes to the Condensed Consolidated Financial Statements

R B AR S B R 2R Y =

For the six months ended 30 June 2018 &Z —Z—/)\&FXA=1HI/NEA

2. PRINCIPAL ACCOUNTING POLICIES (Contd)

2.2 Impacts and changes in accounting policies of application on
HKFRS 9 “Financial Instruments” (Cont'd)

2.2.2 Summary of effects arising from initial application of HKFRS 9

The table below illustrates the classification and
measurement (including impairment) of financial assets
under HKFRS 9 and HKAS 39 at the date of initial
application, 1 January 2018.

ETESBR#)
22 BRABEUMBHEEAFEH SMIAIZY
SREHBERD(H)

222 P IERE BRI E LR B EL

ZHEBE

TRELEREERBEREMEHMELE
AIZE95% M BB G T EAIFEI9R NV
FERBH(CE-N\F-—HA—R)ZHHE
Kt E(BERE) -

Carrying Carrying
amounts amounts
previously under
reported at HKFRS 9 at
31 December 1 January
2017  Reclassification 2018
R-E-N\F
R-E—+5F —A—HER
+=ZB=+-H BHE R EER
AT 2RI ELLACEN:
BREE b HREE
Note RMB’000 RMB’000 RMB’000
Hizt AR®T T ARET R ARET T
Non-current assets FREEE
Available-for-sale investment AIHERE (a) 444,259 (444,259) -
Equity instrument at fair value through BARBEFAEMZEKG
other comprehensive income RATA (a) - 444,259 444,259
Note: FieE -

(a)

The Group elected to present in OCI for the fair value
change of its equity investment previously classified as
available-for-sale investment, of which approximately
RMB444,259,000 related to the shareholding in certain
listed equity securities in the PRC previously measured at
fair value under HKAS 39. These investments are not held
for trading and not expected to be sold in the foreseeable
future. At the date of initial application of HKFRS 9,
RMB444,259,000 was reclassified from available-for-
sale investment to equity instrument at fair value through
other comprehensive income. The fair value gains of
approximately RMB75,744,000 relating to those investments
previously carried at fair value continued to accumulate in
investment revaluation reserve.
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Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 June 2018 #Z —Z— \F,N A=+HI/~EA

PRINCIPAL ACCOUNTING POLICIES (Cont'd)

2.3 Impacts and changes in accounting policies of application on
Amendments to HKAS 40 “Transfers of Investment Property”

The amendments clarify that a transfer to or from investment
property necessitates an assessment of whether a property meets,
or has ceased to meet, the definition of investment property,
supported by evidence that a change in use has occurred. The
amendments further clarify that situations other than the ones
listed in HKAS 40 may evidence a change in use, and that a
change in use is possible for properties under construction (i.e. a
change in use is not limited to completed properties).

At the date of initial application, the Group assessed the
classification of certain properties based on conditions existed
at that date. There is no impact to the classification at 1 January
2018.

Except as described above, the application of other amendments
to HKFRSs and the interpretation in the current interim period has
had no material effect on the amounts reported and/or disclosures
set out in these condensed consolidated financial statements.

REVENUE AND SEGMENT INFORMATION

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

An analysis of the Group’s revenue for the period is as follows:

2. FEEFEE#)

23 EAERESMERNSIRERREYE] (B
AR et R EREH

I .JZK/“‘/EJ C EEREREMENRREYE
EERFERTHYERSTEREMENTES
HZEIBTE Txé%%ﬁ’]m% I PARE YR B
E%éiﬁﬁﬁ """"" c RIEFTAE—RE - BE
Bat%E HIJ%405FFE§IJE’J\ I BA R
Tﬁuauﬁﬂﬁﬁﬁﬁl REFAE  ERMHDE
AReRmEEAER(EREH TRV K
THz) e

RYIEER R AEBEREZAHEFAEN
RS IFWJ%E’J’\*E HHR=F—\F
—A—RZoBYEXE

B LatES - NARHHREREEY RS
AR E M IERT KRR E AR S B SRR
FENE2ReBERAREREEATE -

3. KERSEER
WRABRBYEERE MEHERREHREES RED
U A+ I F0BR & SR I B 8 & B B A TE A KR AF ]
RSP °
HARASLE 2 WA T T -

Six months ended 30 June
BEAA=1tHLAEA

2018 2017
—ZE-N\F —E—tF
RMB’000 RMB’000
AR¥T R ARETT
(Unaudited) (Unaudited)
(REER) (REEEZ)
Sales of properties Ve 309,677 236,036
Rental income WA 273,415 238,101

Revenue from hotel operation, property REBEES  MEEERBERL
management services and other service income  EL I RFE IS 184,183 120,925
767,275 595,062

Timing of revenue recognition TE SRR 25 1Y B S

At a point in time A JRE (B By ] B PSR 309,677 236,036
Over time K& & B RERR 184,183 120,925
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Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 June 2018 &= —ZF— \&F/XxA=1HIL/NEA

3. REVENUE AND SEGMENT INFORMATION (Contd) 3. kEkoEER®E)
In identifying its operating segments, the executive directors of the ARRABMITES(ANEZLEARARAN)BEREARE
Company, being the chief operating decision makers, generally follow the BM RS R (AR EBIREN E 2 E R KRS ) #E
Group’s service lines, which represent the main products and services ELEDE - NEBRRBEBY KR E R F8TR
provided by the Group. The Group has identified the following reportable THE TSI 2HmDHE
segments under HKFRS 8:
= Property development and sales: sales of properties — UEBRERIEE  WEHE
- Commercial property investment and operations: lease of —  PEEVEFRERKE  MEVE - BAERE
commercial properties, office premises and car parks HEHE
= Comprehensive services: hotel operation, property management — RARK EEEZL - MEETEREEEMR
service and other service income 1451
Each of these operating segments is managed separately as each of HRZEEGRRBRISEFETANERRE
these products and service lines requires different resources as well as AR MZELEDBEERERE -
marketing approaches.
Segment revenue and results DR EREE
The following is an analysis of the Group’s revenue and results by NTAREEREERAZRLBE SRS RE
operating and reportable segment: BRI DT
Six months ended 30 June 2018 BE-_Z—N\EXA=THILAEA
Commercial
Property property
development investment Comprehensive
and sales and operations services Total
YERBER BEENERE
HE b RERE st
RMB’000 RMB’000 RMB’000 RMB’000
AR¥T AR¥ T AR¥ T AR¥TR
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REEER) (REEER) (REEER) (REEER)
Revenue: Wz
From external customers K EINE R 309,677 273,415 184,183 767,275
Inter-segment revenue e - 4,947 12,453 17,400
Total segment revenue DB AR 309,677 278,362 196,636 784,675
Reportable segment profit Al 2RHFEAF) 145,106 234,897 60,655 440,658
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Notes to the Condensed Consolidated Financial Statements

B AR S Bt 7 R 2R B =

For the six months ended 30 June 2018 #Z= —F— \F/xA=+HI-/~EA

3. REVENUE AND SEGMENT INFORMATION (Cont'd) 3. KWaERkISEER M)
Segment revenue and results (Cont'd) PEREREE(E)
Six months ended 30 June 2017 HE_T—tFA=THILEAR
Commercial
Property property
development investment ~ Comprehensive
and sales and operations services Total
MERER  EEUERE
SHE HRAg RE R “ast
RMB’000 RMB’000 RMB’000 RMB’000
ARETFT ARETT ARBTT ARETFT
(Unaudited) (Unaudited) (Unaudited) (Unaudited)

(RIEEZ) (REEEZ) (REEEZ) (REEEZ)

Revenue: gk -

From external customers KEINLEE 236,036 238,101 120,925 595,062
Inter-segment revenue DEEE W= - 4,803 - 4,803
Total segment revenue PHEWNSEEE 236,036 242 904 120,925 599,865
Reportable segment profit A2/ AT 88,496 210,885 44,309 343,690
Inter-segment sales are at mutually agreed terms. DR E R AR B E 2 GETT -

Reconciliations of reportable segment revenue, profit or loss AE2|oERE - BE2HER

The Group does not allocate fair value changes related to investment AEBWERETELERREEL 2ERSERE
properties, fair value changes on derivative component of convertible R EMGIREMERBORILEEES - ATk
bonds, other income, other gains and losses, depreciation, finance BEITETAEZSN AR BEES - A - HE
costs, share of results of joint ventures and corporate expenses to R REE & MEKAE  BIEEEQFIE
individual reportable segment profit or loss for the purposes of resource BRABASHDEEBIYAIZRDBZEEAN - M
allocation and performance assessment by the chief operating decision REMEARERDBEENDEEEMERER
makers while the investment properties are allocated to the segment K |8 o

of “commercial property investment and operations” for presenting

segment assets.

The accounting policies adopted in preparing the reportable segment BN 2D BDER TN SEBEREAEE 2

information are the same as the Group’s accounting policies. SEHBURAER ©
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For the six months ended 30 June 2018 &z —ZF—

3.

NEFERA=+HIER

REVENUE AND SEGMENT INFORMATION (Contd) 3. KaEksBEER®E)
Reconciliations of reportable segment revenue, profit or loss (Cont'd) A2FS Bk BRHERE)
Six months ended 30 June
BZEAA=1+HLEAEA
2018 2017
—2-NF —2—t5
RMB’000 RMB’000
AR¥T T ARETFT
(Unaudited) (Unaudited)
(REER) (REEEZ)
Revenue Wz
Reportable segment revenue Al 23D Ak 784,675 599,865
Elimination of inter-segment revenue Efihap ol & (17,400) (4,803)
Consolidated revenue e W 767,275 595,062
Profit ZF
Reportable segment profit A2/ FBEF 440,658 343,690
Other income, other gains and losses HUgA - EfbUas & E51E 106,410 21,448
Depreciation e (25,232) (21,664)
Fair value changes related to investment BEYMEREN AR EBEES
properties 91,389 175,845
Finance costs RLE A A (285,318) (265,555)
Share of results of joint ventures EIHAERRIEE Q)] (92)
Fair value changes on derivative component of  AIHRREALTA T EZHD A L BE
convertible bonds 2 38,443 41,373
Corporate expenses NARIAX (193,858) (171,596)
Consolidated profit before tax BrAEAIAR & & F] 172,491 123,449
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Notes to the Condensed Consolidated Financial Statements

B AR S Bt 7 R 2R B =

For the six months ended 30 June 2018 #Z= —Z— /\&F/XxA=+HIL/\EA

REVENUE AND SEGMENT INFORMATION (Cont'd)
Segment assets

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

3.

Wk & 2 EEFR (@)
PEEE
DT AREBIRARE LGRS MO EED I -

RBARBERDERFEFEEATREERRER
HamE  FAYE25ZEER

Segment assets DEEEE
At 30 June At 31 December
2018 2017
R=-TB—N\F R-T—+4F
AA=1+H +=—A=+—~H
RMB’000 RMB’000
AR¥T T AREFIT
(Unaudited) (Audited)
(REEZ) € &2
Property development and sales MR RIEE 10,154,480 8,169,519
Commercial property investment and operations 73 ) %45 4 B4R & 20,519,955 19,651,457
Comprehensive services A R 304,128 309,787
Reportable segment assets AEROEEE 30,978,563 28,130,763
Goodwill 5k 231,602 231,602
Equity instrument at fair value through other BEARBEMAEBEZEKEZ
comprehensive income BATE 493,761 =
Available-for-sale investment and other A ERERAMSREE
financial assets - 594,259
Bank balances and cash IRITHEBRIRS 2,865,005 3,975,163
Restricted bank deposits PR HIERITIER 2,490,200 2,117,521
Deferred tax assets BT IR E E 135,059 175,201
Interests in joint ventures and amount due RE & A R E R R K FEU
from a joint venture —EAERRFIE 528,390 528,391
Corporate assets RAIEE 1,193,156 1,043,920
Consolidated total assets RAREEE 38,915,736 36,796,820

For the purposes of monitoring segment performance and allocating
resources between segments, all assets are allocated to operating
segments other than goodwill, interests in joint ventures and amount
due from a joint venture, equity instrument at fair value through other
comprehensive income, available-for-sale investment and other financial
assets, bank balances and cash, restricted bank deposits, deferred tax
assets and corporate assets.

REANBEGERDBENEROE  FEE R
SERANERERER-—REERRTE  BAR
BEAAEMEEERZKRATE  ATHEERE
REMEMEE RITEHREAS  XBRHIRITE
R BERBABERRRBEN  MEEENKE

manm] -
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Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 June 2018 &z —ZF—

NEFERA=TRHIEREHR

4. REKAR
4. FINANCE COSTS
Six months ended 30 June
BEASA=THLANEA
2018 2017
—E-N\F —ZT—tF
RMB’000 RMB’000
ARETR ARETT
(Unaudited) (Unaudited)
(REEFEXR) (REEEZ)
Interest on: F& -
Bank and other borrowings RITREMEER 367,897 244,937
Convertible bonds Al AR ES 52,024 53,872
Senior notes and bond BAZRBRES 200,522 85,796
Less: Amount capitalised in investment A BRI EYERERT
properties under development and FEMEENMEN TR
properties under development for sale* (335,125) (119,050)
285,318 265,555
@ The finance costs have been capitalised at rates ranging from 3.56% to < BEKATIRN F3.56%E8.50% (BE_T—+F
8.50% (six months ended 30 June 2017: 3.64% to 6.50%) per annum. NA=TBIEANEA - 3.64%FE650%) 2 FERE
Ak o
5. PROFIT BEFORE TAX 5. BREAIZEF

Six months ended 30 June
BEAA=tHLREA

2018 2017
—E-N\F —T—+F
RMB’000 RMB'000
AR®TR AREFT
(Unaudited) (Unaudited)
(REER) (RiEE%)
Profit before tax is arrived at after charging (crediting): BRELRI BRI o HRR (R A):
Cost of properties held for sale recognised as expense REAZOFEMEOKA 164,571 147,540
Depreciation of property, plant and equipment W - BE RS ETE 25,393 21,720
Less: Amount capitalised in investment properties under B BRERRENERERY
development and properties under development for sale FEMFEMLz 28 (161) (56)
25,232 21,664
Gross rental income from investment properties BEMERSHSWMALE 273,415 238,101
Outgoings in respect of investment properties that BHERBREERSRAZ
generated rental income during the period REWFENRSZ (38,518) (27,216)
234,897 210,885
Operating lease charges in respect of land and buildings AL REFHCEREER 14,008 12,407
Staff costs BIMA
Directors’ emoluments EEYE 7,739 14,239
Other staff cost: Hin B TR :
— Salaries and other benefits in kind —Fe REMEYFIR 152,115 113,573
— Equity-settled share-based payments — DABRAE 45 S DARR (7 S 5 RO FRIE 17,763 47,593
— Amount recognised as expense for retirement benefit costs —ERERREFIN AR NEE 8,592 10,504
Less: Amount capitalised in investment properties under o BRARRENERERF
development and properties under development for sale FEMEBER ST (40,261) (20,546)
145,048 (165,363)
Fair value changes on investment properties BEMENDLBEES 1,062 174,430
Fair value changes on transfer of property inventories REEMEEBREYEEEN
to investment properties DREEZS 90,327 1,415
Fair value changes related to investment properties REVERBAOLAEEES 91,389 175,845
(Gain) loss on disposal of property, plant and equipment HEME - BB KRN (M) B (4) 6
Foreign exchange (gain) loss, net B3 (M) B 1EI5R8 (6,027) 533
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Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 June 2018 #Z= —F— \F/xA=+HI-/~EA

INCOME TAX CREDIT (EXPENSE) 6. FIBBIER(FX)
Six months ended 30 June
BEASA=1+HLEAEA
2018 2017
—EBE-N\F —T—tF
Notes RMB’000 RMB’000
Mtat AR¥T T AREF T
(Unaudited) (Unaudited)
(REEZX) (REEEZ)
Current tax BHEARL I8
PRC Enterprise Income Tax (“EIT”) PR EMSRI(TREMER])
— Current period — BNEg (a) (39,290) (19,979)
PRC Land Appreciation Tax (“LAT”) P B i I E R ([ b3t (ERL )
— Current period — BN & (b) (29,315) (3,104)
— Overprovision in prior period — BT HARBERE (c) 162,077 594
132,762 (2,510)
Deferred taxation RAERIE (78,426) (54,189)
Total income tax credit (expense) i iiii e () 2% 15,046 (76,678)
Notes: Bk -

(a) Under the Law of the People’s Republic of China on Enterprise Income Tax
(the “EIT Law”) and Implementation Regulation of the EIT Law, the tax rate
of the PRC subsidiaries is 25% from 1 January 2008 onwards.

No Hong Kong Profits Tax has been provided for as the Group had no
estimated assessable profits in Hong Kong for both periods.

(b) Under the Provisional Rules on LAT Implementation Rules of the PRC
implemented on 27 January 1995, all gains from the sales or transfer of
land use rights, buildings and their attached facilities in the PRC are subject
to LAT at progressive rates ranging from 30% to 60% on the appreciation
of land value, being the proceeds of sales of properties less deductible
expenditures including cost of land use rights and all property development
expenditures.

(c) The amount for the period ended 30 June 2018 includes overprovision of
LAT of RMB161,781,000 in relation to an urban redevelopment project in
Shenzhen, the PRC. The Group has recomputed the LAT provision based
on the actual relocation compensation to original inhabitants finalised
during the period ended 30 June 2018.

(b)

(©)

BRETFEARKNBCEMSTOR(LEMSH
EDREEMETEAEREN 8 —FFTN\F—H
—RBE - PEMERRMNBEH25%

AR AKERMESREESEGERBAT -
B B E A BB RSB AHR R -

BER—AAAFE—A=+EABHEAFE LG
ERETHROIERMA - A REEXBENT
BT A - BT RABERGTHESHKRE B9
AR ETR - BRI ERBIEENE
B3 SRR A R - B 15 3t P AR A AR I P
BEVFERBERFAARERRGH - B30%E60%T
&,

<F

BEZ- \FRA=THLBHZSRBEEL
PR BRYIB0 — IR Bk IR B A B R L E
B E ARY161,781,0007T - AEBERBEHE
—E- N\FRAZTHLPEZRERRERELS
ERREmMEEN E AR IR EN R
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For the six months ended 30 June 2018 &= —ZF— \&F/XxA=1HIL/NEA
7. DIVIDENDS 7. RE
Six months ended 30 June
BZEA<A=1+HLAEA
2018 2017
—E-N\F —+F
RMB’000 RMB’000
AR¥ T ARETT
(Unaudited) (Unaudited)
(REEER) (REeEZ)
Dividends recognised as distribution during the ~ EN#ER AN IR 2 &S
period:
2017 Final dividend — HK5 cent ZE—FREKRE - 58
(equivalent to approximately RMB4.15 cents) (FHERHARKA155) 201,740 =
2016 Final dividend — HK5 cent ZENFRARE — 5
(equivalent to approximately RMB4.5 cents) (FHERNARKEASSD) - 211,211
The dividends recognised as distribution for the year ended 31 HE-Z—+tF+_A=1T—HLFEBRD KL
December 2017 were subsequently paid on 20 July 2018. %%\Ei\fézﬁ’\\_f NFELA=Z+RHIEf -
No dividend for the six months ended 30 June 2018 and 30 June 2017 ARREFEEERTREEEZE_T—/\FAA=T
had been proposed by the directors of the Company. HEREZZ—tFAAA=+THIEANEAZRE -
8. EARNINGS PER SHARE 8. HRER
The calculation of the basic and diluted earnings per share attributable RARRREMTRERREERF THERIATE
to the owners of the Company is based on the following data: BatE
Six months ended 30 June
BEXA=THLXEA
2018 2017
—ZT-N\F —E—F
RMB’000 RMB’000
ARETR ARETT
(Unaudited) (Unaudited)
(REER) (R ERZ)
Earnings E%U
Earnings for the purpose of basic RETEBREARZFHZAF
earnings per share 191,930 43,172
Effect of dilutive potential earnings in respect of  B7EEEE R LA N & IBEH 2
— Convertible bonds — AR &S 16,864 (12,665)
Earnings for the purpose of diluted AR ESREE RN AT
earnings per share 208,794 30,507
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For the six months ended 30 June 2018 #Z= —F— \F/xA=+HI-/~EA

EARNINGS PER SHARE (Cont'd)

8. BREMN®E)

Number of shares

Number of shares

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

Effect of dilutive potential ordinary shares
in respect of
— Share options
— Convertible bonds
— Convertible preference shares

BHEE
2018 2017
—2-N\f —T+F
BiDER
T EESREAREFIHAQR
T 3F8 AR NN S 1S 2K
4,872,534,196 4,693,582,792
Viges:ipRstliieal
AT EENE
—RERRE 114,925,942 21,056,865
— AR ES 304,949,261 281,159,420
— A[HRRR B S AR 3,508,685,216 3,413,473,023

Weighted average number of ordinary shares
of the Company for the purpose of diluted

At EEGRESER AN A LR
BRI T I9 8K

earnings per share

8,801,094,615 8,409,272,100

INVESTMENT PROPERTIES AND PROPERTY, PLANT
AND EQUIPMENT

(a)

Capital expenditure

During the current interim period, the Group incurred
capital expenditure of approximately RMB4,532,000 and
RMB626,912,000 for property, plant and equipment and
investment properties, respectively (six months ended 30 June
2017: RMB159,928,000 and RMB3,753,000, respectively).

During the current interim period, the Group has written off
property, plant and equipment with net carrying amount of
RMB1,000 (six months ended 30 June 2017: RMB201,000).

9. REWMEURYE  BEKKHE

(a)

BXRRX

RAR R - AEEBYE - BB MREA
EEBRENEEENEARIDINBARE
4,532,0007T & A R #626,912,0007T (B 2 —
Z—tFRAZTHIEAEAR : 2RIRARE
159,928,0007 K2 A R #3,753,0007T)

RAREERE - AEEEMERIFER/AR
#1,000tH % - BEERB(EE-T—t
FRA=THIEAREAR : AR#201,0007T) ©
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For the six months ended 30 June 2018 &Z —Z—/)\&FXA=1HI/NEA

9. INVESTMENT PROPERTIES AND PROPERTY, PLANT
AND EQUIPMENT (Cont'd)

(b)

Valuation

The fair values of the investment properties at 30 June 2018
and 31 December 2017 have been arrived at on the basis of a
valuation carried out by Messrs Jones Lang LaSalle Corporate
Appraisal and Advisory Limited, which is a firm of independent
qualified professional valuers not connected to the Group.

For completed investment properties, the valuations have been
arrived at using income capitalisation approach, where the
market rentals of all lettable units of the properties are assessed
by reference to the rentals achieved in the lettable units as well
as other lettings of similar properties in the neighbourhood. The
capitalisation rate adopted is made by reference to the yield rates
observed by the valuer for the similar properties in the locality and
adjusted based on the valuers’ knowledge of the factors specific to
the respective properties.

For investment properties under development that are measured
at fair value, the valuations have been arrived at using residual
approach assuming that the investment properties will be
completed in accordance with the development proposals and
the relevant approvals for the proposals have been obtained.
The key inputs in the valuations include the market value of
the completed investment properties, which are estimated with
reference to sales evidence of similar properties in the nearest
locality, with adjustments made to account for differences in
locations and other factors specific to the respective properties
based on the valuers’ judgement. Costs of development are also
taken into account including construction costs, finance costs
and professional fees, as well as developer’s profit margin which
reflects the remaining risks associated with the development of the
properties at the valuation date and the return that the developer
would require for bringing them to completion status, which is
determined by the valuers based on its analyses of recent land
transactions and market value of similar completed properties in
the respective locations.

In estimating the fair value of the investment properties, the
highest and best use of the investment properties is their current
use.
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(b)

fhfE

ZERBMER T \FERA=TER=F
—tE+ A=+ —HNRAEE - THEREMF
EBTEEMHMERERERARMETHGE
B ZARAREAEEVEREZBYAE
REXMGEEMAR °

PEERIREMEMS - &EEIDRAKRAR
R ERET - WEARBALEEMHNTE
TH& 92 R AT 7 B AL LA e L AR AR L) 25 0 E
BB B FNBESETHE - RAZER
(LR TH2 R E R SR A et R AR IR 1
BT AN S AR BT HE -

HIEAREBEABZERTREDEMS @ 4
EBETERERREERRZFRENESRE
HEMEMEDGHRRRENIELT - 4
ENTERABEREE TR EMENT
B 2B EAUNENHERERS
it R RBEEHE O TR ER
AR B MEEM A RFEETRE - ZEHE
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For the six months ended 30 June 2018 #Z= —Z— /\&F/XxA=+HIL/\EA

10. HiERBEE

10. OTHER NON-CURRENT ASSETS

At 30 June At 31 December
2018 2017
R-ZE-N\F RZZE—+F
~A=t+H +=—A=+—H
Notes RMB’000 RMB’000
BtaE AR¥T ARKETIT
(Unaudited) (Audited)
(REBEXR) (feE%)
Deposit for an urban redevelopment project —IEW T EIHFIEXBEE 284S (a) 1,000,000 1,000,000
Payment for acquisition of land use right S AHURE L b (s P A 2 OB (b) 1,620,000 210,000
2,620,000 1,210,000
Notes: BisE

(a)

(b)

The balance represents a deposit paid for an urban redevelopment
project located in Zhuhai city in the PRC and the outstanding amount of
RMB337,000,000 will be settled on 2018.

On 11 November 2016, Zone Asia Investments (HK) Limited (“Purchaser”),
an indirect wholly-owned subsidiary of the Company, entered into the sale
and purchase agreement with an independent third party (“Vendor”), and
pursuant to which the Vendor has agreed to sell and the Purchaser has
agreed to purchase 100% equity interest in a company holding 100%
interest in Zhuhai Kaiwei Property Co., Ltd (“ERESIEBEXARAR")
which is engaged in property development in the PRC at a consideration of
RMB2,100 million, subject to adjustment.

As of 31 December 2017, the Group has paid 10% of the total
consideration amounting to RMB210 million in exchange for 10% equity
interest, which in substance is a deposit paid for acquisition of land use
right. After the Vendor obtains local government approval for the property
development project, the Purchaser is obliged to pay the remaining 90%
outstanding amount. In case no government approval being granted, both
the Purchaser and Vendor can cancel the agreement and the Group is
entitled to full refund of the deposit paid from the Vendor.

During the period ended 30 June 2018, the Group and the Vendor agreed
that the Group would purchase 100% interest in Zhuhai Kaiwei Property
Co., Ltd (“BRBIEEEABRAF]") directly. The Group has also paid
further RMB1,410 million for acquiring the remaining interest in Zhuhai
Kaiwei Property Co., Ltd (“PR/ESLENE % BBRAR") and thus the Group
has paid totally RMB1,620 million as at 30 June 2018, representing 90%
of the revised consideration. The total consideration for purchase of 100%
equity interest of Zhuhai Kaiwei Property Co., Ltd (“BR/EBSlEEXER
/AF]") has been adjusted from RMB2,100 million to RMB1,800 million
according to the adjustment mechanism based on the actual saleable
gross floor area as determined by the relevant regulatory authority under
the aforesaid adjustment in the sale and purchase agreement. Accordingly,
Zhuhai Kaiwei Property Co., Ltd (“BR/B8lEEZEABRAF") has become
a subsidiary of the Group since then. The remaining consideration is
expected to be paid by the Group in 2018.

(a)

(b)

ZABERIE R — RN BT T BRI IR
HHBE MRS - SRR ARE337,000,0007T K =F
—N\FFHE -

REZZB—RF+—A+—R0 RGREFEB)AR
RE([ BT | RARBZHZ2ERBAR)E
BYFE=(EH DIILEEHH Bt BHE
AELEmRERERBAARB2UETRE (TR
B)BE -HIHAREIREXERQR100%H 5
MR AIHI100% K - INESEEE AR R RNF
Bt EmERE -

HE-_Z—+F+ZA=+—B A5EEX1#E
REZ10%  RBARK2108 & T+ LLIRE10%
Mg ZeREE EARELINEREZEMNER
& RENBB TR MERERE HER -
BH A WA EE SR EERI0% o M ST
BUFHE - BB RESHABUR G Z - MALE
BREAFHTRBRENZREZ 2BURR -

RBE-Z-/\FXRA=ZTALHH AEELE
FHEAEEEERRBHREIREXERAA L
100%#E 3% » AEBE T E - FXNIARKLA108
B WREBREIREZERAR 2 EfHEE -
Bt RZE-NFRA=+H  FEEEXNE
HAR¥1,6208E 7T« AEERTHREZ90% ° Ri%
BB HAEFET 2 ABEE  WEIRESERE
FARARFI00% B AR ECIRABEEKEAE
EZERHEREmERARE2 1008 STHE
RARBLB0EET - At » HKBIREXERAD
AELRAAREEZMERR - RELHEHHIEHR
RZE—NFRAEEN
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For the six months ended 30 June 2018 &Z —Z—/)\&FXA=1HI/NEA

11.

ACCOUNTS RECEIVABLE

11. EWERR

At 30 June At 31 December

2018 2017

Rom—NE R=ZE—t 4

AH=+H +=—A=+—8

RMB’000 RMB’000

AR¥ T ARETT

(Unaudited) (Audited)

(REEEX) (FEE%)

Accounts receivable FEUBR TR 65,564 378,003
Less: Allowance for doubtful debts o REREE (711) (711)
64,853 377,292

Accounts receivable represent receivables arising from sales of
properties, rental income from leasing properties and comprehensive
services (including hotel operation and property management). For the
receivables arising from sales of properties, they are due for settlement
in accordance with the terms of the relevant sales and purchase
agreements. For the receivables arising from rental income from leasing
properties, monthly rents are normally received in advance and sufficient
rental deposits are held to minimise the credit risk. For accounts
receivable generated from hotel operation, the credit term is repayable on
demand. For accounts receivable generated from property management,
receivable generally have credit terms of ranging from 30 to 60 days (31
December 2017: 30 to 60 days).

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

FEWERFIEHEME  HEVENHESWARLES
RIS (RIEBE 2 E R MEEE) N EWGRIE © 55
EVEEENBUFEMNS @ ZSHBHIREAER
BEERAGEREHEMN RAEWENHSWAE
ERERZIENS - FAMASBEEBAWE i
ERRHASHSUREEERR - SUBE2EE
ERRWERERME - EEEEREREE - W%
EEMBHEKERNEE— K A30E60K % E
A(ZTE—+F+-HA=+—H : 30860X) °

PR EABR BUA A RBEFHE - ANEE B UERFA AR
RIZEAEENENHSRA RS RBEZ A
ARARRY R E BB BAGT AT

At 30 June At 31 December

2018 2017

R-ZE—N\& RZT—tF

A~NA=1+H +—-—A=+—H

RMB’000 RMB’000

ARETR ARETT

(Unaudited) (Audited)

(REER) (&&= =)

Within 1 month 1EARA 38,549 368,530
1 to 12 months 1=12{8A 22,636 5,018
13 to 24 months 13Z 2418 A 250 3,058
Over 24 months HBi@E24@E A 3,418 686
64,853 377,292
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12.

13.

Notes to the Condensed Consolidated Financial Statements

For the six months ended 30 June 2018 &z —=

ACCOUNTS RECEIVABLE (Cont'd)

The movement in the allowance for doubtful debts is as follows:

B AR S Bt 7 R 2R B =

I\ﬁz/\ﬂ +EI¢/\ .H

1. BUARR(#2)

HINHREREZEIT

2018 2017

—E-N\F —E—tF

RMB’000 RMB’000

AR¥T R AREFT

(Unaudited) (Audited)

(REER) (l&E%)

At 1 January n—A—H 71 793
Reversal on impairment loss recognised B R B8 2 B [El = (82)
At 30 June/31 December WANA=+8B/+-A=+—H 711 711

The Group applies the HKFRS 9 simplified approach to measure
ECL which uses a lifetime ECL, trade receivables have been grouped
based on shared credit risk characteristics and the historical observed
default rates adjusted by forward looking estimates. As at 30 June
2018, the directors of the Company considered that the default risk for
the accounts receivable is very low and the lifetime ECL allowance is
insignificant as at 30 June 2018.

AVAILABLE-FOR-SALE INVESTMENT/EQUITY
INSTRUMENT AT FAIR VALUE THROUGH OTHER
COMPREHENSIVE INCOME

The amount represents 0.4% (31 December 2017: 0.4%) shareholding
in a listed securities in the PRC which are stated at fair value of
RMB493,761,000 (31 December 2017: RMB444,259,000) as at 30
June 2018.

ACCOUNTS PAYABLE

Based on invoice dates, the ageing analysis of the Group’s accounts
payable is as follows:

AREEEABBUBRELENEIRNE LT ETE
EHEERE 27 AERTENEREERE
EREAREEANAEEERREBARESLBRED
RO WERBMEM-FTAR - R-F—N\FRA
=18 RARAREZRAEUGRIENE LR R E

K - BR=F
BETK o

—N\FRB=THENFEREHEE

12. AIHHERE RO AEETAHM

EHBR@EZRATA

ZERERPE—E LHE5204% (ZF

=

_ﬂ +—H :04%)f5#E R NFA=1+
BiE AR BEARRA493,761,00070( Z B —+E+
—B=+—8 : AR¥444,259,0007T )78 o

13. BARX

REBEMNRERORRRERBAITAOT ¢

At 30 June At 31 December

2018 2017

R-B—N\F RZE—+F

~A=1+H +=—A=+—~H

RMB’000 RMB’000

AR%TR AREFIT

(Unaudited) (Audited)

(REEEZ) (R %)

Within 1 month 1AAA 250,098 479,144
1 to 12 months 1E12{8A 155,845 75,937
13 to 24 months 13E 2418 A 36,180 12,742
Over 24 months BiB241E A 37,339 32,214
479,462 600,037

£ (HE) B EREERAT

=T\ FRESmE -
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For the six months ended 30 June 2018 &= —ZF— \&F/XxA=1HIL/NEA

14. BORROWINGS

14. {88

At 30 June At 31 December
2018 2017
R-ZE-N\F RZE—+F
AH=+H +=—A=+—8
RMB’000 RMB’000
AR¥ T ARETT
(Unaudited) (Audited)
(REEER) (FEE%)
Borrowings comprise: BEEE :
— Variable rate bank loans —ZBIRTER 11,747,617 10,734,754
— Fixed rate bank loans —EBIRITEXK 1,253,500 1,260,200
— Variable rate other borrowings —HiZEEE 230,000 240,000
— Fixed rate other borrowings —Hih T BEE 400,000 400,000
— Private senior notes —LEBEER 329,316 323,323
13,960,433 12,958,277
Analysed as: DA
— Secured — M 13,521,514 12,323,718
— Unsecured — R 438,919 634,559
13,960,433 12,958,277
Borrowings are repayable: BEAERA T HRESR
— Within 1 year (note) — 15 R () 3,999,049 3,615,042
— More than 1 year, but not exceeding 2 years ~ — 2B 1E (BT iBiB24 2,461,364 2,025,834
— More than 2 years, but not exceeding 5 years ~ —iBi@B2F B T BiBSF 5,086,157 4,659,942
— More than 5 years —HBiB5F 2,413,863 2,657,459
Total borrowings wiEE 13,960,433 12,958,277
Less: Amount due within one year shown B ORBAEE TR —FEREH 2 508
under current liabilities (3,999,049) (3,615,042)
Amount due after one year R—F1& 5IH 2 FIR 9,961,384 9,343,235
Note: The balance included borrowings containing a repayment on demand et ZEHRERREREEGRZER(AR —FAE

clause amounting to RMB1,001,918,000 (31 December 2017:
RMB131,236,000), which are repayable within 1 year.

During the current interim period, the Group repaid loans
amounting to RMB2,211,168,000 (six months ended 30 June
2017: RMB1,279,569,000) and drew new bank loans amounting
to RMB3,115,020,000 (six months ended 30 June 2017:
RMB2,536,961,000).
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Notes to the Condensed Consolidated Financial Statements

B AR S Bt 7 R 2R B =

For the six months ended 30 June 2018 #Z= —Z— /\&F/XxA=+HIL/\EA

15. SHARE CAPITAL 15. BRA
2018 2017
—2-N\F e
Number Number
of shares HK$'000 RMB'000 of shares HK$'000 RMB’000
R EE FEr AR%ETn ] THr  ARETT
Authorised share capital ARREERA
of the Company:
Ordinary shares of FREE0.0LETT
HK$0.01 each LER 30,000,000,000 300,000 240,000 30,000,000,000 300,000 240,000
Issued and fully paid share AR B 31T REVEIRA -
capital of the Company:
Ordinary shares of FREEOIETA
HK$0.01 each LRk
At 1 January R—A—H 4,694,182,792 46,941 39,121 4,693,582,792 46,935 39,115
Exercise of share options e - - - 600,000 6 6
Conversion of convertible HnakESs (i)
bonds (note i) 28,794,063 288 240 = = =
Issue of ordinary shares BATE AR (P 5Tl
(note ii) 212,564,669 2,126 1,722 = = =
As at 30 June/31 December AN AB=1H/
+-A=1+—8H 4,935,541,524 49,355 41,083 4,694,182,792 46,941 39,121

Notes:

(i)

Conversion of convertible bonds:

On 17 January 2018, the Company received a notice from Chance
Talent Management Limited (the “Subscriber”), requesting for the
conversion of the CB 2018 as defined in note 16 in the principal amount
of US$10,000,000. Accordingly, the Company has allotted and issued
28,794,063 conversion shares to the Subscriber at the conversion price of
HK$2.695 per conversion share on 18 January 2018.

Issue of new ordinary shares:

On 7 February 2018, the Company entered into a share subscription
agreement with Leadon International Investments Real Estate Limited,
an independent third party to the Group and as the share subscriber,
and pursuant to which the share subscriber agreed to subscribe for
132,564,669 new ordinary shares at the subscription price of HK$2.938
per share totalling approximately HK$389.47 million (equivalent to
RMB325.56 million. The allotment and issue of subscription shares were
completed on 26 February 2018. The details of the issue of new ordinary
shares are set out in the announcement of the Company dated 7 February
2018.

Placing and subscription:

On 8 February 2018, China LVGEM Property Holdings Limited (“China
LVGEM”) as the vendor, entered into the placing and subscription
agreement with the placing agents pursuant to which the placing agents
have agreed to place the 80,000,000 existing shares (“Placing Shares”)
at a price of HK$2.938 per share (the “Placing Price”) on behalf of
China LVGEM totalling approximately HK$235.04 million (equivalent to
RMB196.47 million). The Placing Shares will be placed by the placing
agents to Essence Securities Co., Ltd. — QDIl and Guosen Securities Co.,
Ltd. — QDII, who are independent third parties. Pursuant to the placing and
subscription agreement, China LVGEM has conditionally agreed to further
subscribe at the Placing Price for 80,000,000 new ordinary shares of the
Company. The placement of the Placing Shares and issue of subscription
shares were completed on 14 February 2018. The details of the placing
and subscription are set out in the announcement of the Company dated 8
February 2018.

PR

(0

(ii)

Rmriap &S

R=ZF—NF—A++tH " &2 A EChance
Talent Management Limited ([RREEA ) 2@ &
KRALHEITEELY —T— \EA R ES(0
MEl16FTE R ) #EITHIE - At - R=F—N\F—A
+NB ' ARFE MREAERSREIBLEROERE
2.69578 JuBir 2% K 351728,794,063 0% KD ©

BT S BAR :

R=ZZT—\FE=ZAF £t H' &R 7 HLeadon
International Investments Real Estate Limited (7485
B 2B E = RIERRMDREA)FI LR RE R
&R BRORBARSIEZRBEETR 2.938 7
TLRRE132,564,6600% 3T & iBAR - AREA389.47EH &
BIT(HERARKEI2.56 B E L) « RERG ZE
BRBOERT—N\E-A=-+/HZEK - %T
FEBRNFEHNAARBHA-S—N\F=A
+tRZAE -

AL R aREE

R=ZF—N\FZANR FEGZSHEZRERA
A(PEGZRDIERE R ARERETIRE R
REHE - B EERECAERRPELESN
A% 2.938 B2 EE((EEE]ES 80,000,000
RIRBRH(BEERD 1) - BEEH235.048 &
THERARK196.47EET) - BERMD K HES
ERBEETFBIYE =L EEFRNDERAR]—
QDIEBEEEHFRHAR AR - QDI - BIFRE R
REHZ PREZRECERGRBENRESEE—F
R8E 80,000,000 AEAA RIFTERAL - FBLEMRMD Z A
ERRERNMZBETER - N\F_A+WER
K- RERRBRABHERARRBAHRE TN\
FZANBEZAE -
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R B AR S B R 2R Y =

For the six months ended 30 June 2018 &z —ZF—

NEFERA=TRHIEREHR

16. CONVERTIBLE BONDS

(@)  Debt component of convertible bonds

16. AR ES

(a) WERESEEHD

2018 2017
—EB-N\F —E—+F
RMB’000 RMB’000
AR¥T T ARETT
(Unaudited) (Audited)
(REEZ) (BE=)
Net carrying amount as at 1 January R—A—B8EREFE 589,650 559,186
Issue of convertible bonds BATRMRE S 414,116 -
Interest expense BRI 52,024 107,299
Interest paid EAFE (15,664) (37,247)
Conversion of convertible bonds HARARRES (59,278) -
Exchange difference e ZE5E 22,048 (39,588)
Net carrying amount as at 30 June/31 December R/NB=+8,/+=-A=+—H
MERAFE 1,002,896 589,650
Less: Amount due within one year shown under J& : RENEEE NA—FRX
current liabilities B HR 2 I8 (565,459) (589,650)
Amount due after one year R—EF 1% B H 2 308 437,437 =

(1)

On 6 November 2016, the Company entered into
a Convertible Bonds Subscription Agreement (the
“Agreement”) with a third party, the Subscriber. Pursuant
to the Agreement, the Subscriber agreed to acquire
the convertible bonds (the “CB 2018"”) with aggregate
principal amount of US$100 million (equivalent to RMB638
million) at interest rate of 5.5% per annum, payable by
the Company semi-annually in arrears from the issue date.
The maturity date is on the second anniversary of the issue
date. The CB 2018 were issued to the Subscriber on 18
November 2016.

The bondholder has the right to convert the CB 2018 in
whole or in part into shares at any time on or after the
issue date of the CB 2018 up to the respective maturity.
260,889,054 (31 December 2017: 287,940,630) new
shares will be issued upon full conversion of CB 2018.
Adjustments had been made to the conversion price from
HK$2.695 to HK$2.677 as a result of allotment of ordinary
shares and allotment of convertible preference shares
during the current period.
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Notes to the Condensed Consolidated Financial Statements

16. CONVERTIBLE BONDS (Cont'd)

(a) Debt component of convertible bonds (Cont'd)

(1)

(Cont'd)

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

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

The CB 2018 contains two components, debt component
and derivative component. The effective interest rates of
the debt component is 19.98% per annum. The derivative
component is measured at fair value with changes in fair
value recognised in profit and loss.

The fair value of conversion option is US$8,698,000
(equivalent to RMB56,904,000) (31 December 2017:
US$17,124,000 (equivalent to RMB111,078,000)) as at 30
June 2018.

On 10 May 2018, a wholly-owned subsidiary of the
Company, Gemstones International Limited, (the “Issuer”)
entered into a Convertible Bonds Subscription Agreement
(the “2018 Agreement”) with a third party, Global Affluence
Holding V Limited (the “2018 Subscriber”). Pursuant to the
2018 Agreement, the 2018 Subscriber agreed to acquire
the convertible bonds (the “CB 2023") with aggregate
principal amount of US$100 million (equivalent to RMB675
million) at interest rate of 4.0% per annum, payable by the
Company semi-annually in arrears. The maturity date is on
the fifth anniversary of the issue date. The CB 2023 were
issued to the 2018 Subscriber on 17 May 2018.

The bondholder has the right to convert the CB 2023 in
whole or in part into shares at any time on or after the
issue date of the CB 2023 up to the date falling seven days
prior to the maturity date. 208,776,595 new shares will be
issued upon full conversion of the CB 2023 based on the
initial conversion price of HK$3.76.

The CB 2023 will be redeemed on maturity at a value equal
to 124.012214% of the outstanding principal amount of the
CB 2023, together with any accrued and unpaid interest.

LEEESS

For the six months ended 30 June 2018 &= —=

B R R R Y

—/\EFRA=TBINEAR

AR ES (&)

(a) TFIHRRESEBRID (E

(1)

2)

(%)
ZE-NFABRREFEREEAE
B - BEZEREER TIBF 2 £5E@)
BREAEHR —T— \FaHRES 2K
ST OEMBEERER T —N\F
AT AR E A A E R B H 2 FEEHE R A F
BOCEHOFBERIN) ¢ K(c) (W EX(a) &
(b)TBF il 5KIE 2 AR B AL A EPE 3R
RET—)\FAREFASRE L
8% )< NIPEFEEE T — \F o
IEEAEHBEES% 2 BBREINEEE -

ZE-N\FrBRREFH G K 1'%1#[3’\]
Bﬁ—iﬁ‘lﬁﬁé‘ﬁ’/}ﬁﬁﬁﬁ SRR ZE
ANE+T—ARE - ZE—AF+—AN
Ak=—ZE— /\£F+ A+N\BHAEA
B -

—E-N\FABKES Fjﬁﬁﬂlﬁﬂﬁ
(BB D RITETAES) o EHE
MEBRNERTF19.98% - TETHE
BoRAAEBERMEETEIND
BEZHTE -

tl/

<—L‘/

/\\
i

—E-N\FERA=1+H EmHE
B A A (B1E 58,698,000 7T (HHE R
AR #56,904,0007T) (=T —+ 4
+=-A=+—8 :17,124,000% =t
(HHENAR®EL11,078,0007T)) ©
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—t AR ESRERE( T —\F
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T(HEENRARKE.75BT)  IREFIER
40%st BRI MRER( ZZT==4
Bk ERE]  FMERTFEFERER
NRIZA - BIEAR AEITBEIRIR R
BEF o  —_E_=FrMREFN T —
NEFRATHRETT - \FRE
A e

BEEAABER T - =Fa#RE
EFETAME R A EZEHAREH
IEBERE 22k H D — T — = F [k
&% 5% 7%1& 15 = 208,776,5950% ¥ %
MBR_E = F A RREFERHH
BRIV R IR(E3. 7678 TTE1T ©

ST SFTRRER SR AE
o - EESAN T - =FaRREs
HBAS124.012214%8 L1
HRARFIE -

£ (HE) B R EE RAT
—2 N\ Enge

63



Notes to the Condensed Consolidated Financial Statements

LEEENS

B RS R R Y

For the six months ended 30 June 2018 &= —ZF— \&F/XxA=1HIL/NEA

16. CONVERTIBLE BONDS (Cont'd)

(a) Debt component of convertible bonds (Cont'd)

)

(Cont'd)

The bondholder has the right by written notice at any time
on or after 17 May 2020, the second anniversary of the
issue date of the CB 2023 and before maturity, require the
Issuer to redeem all or some only of such bondholder’'s CB
2023 at a gross yield of 8.00% per annum.

The fair value of conversion option is US$23 million
(RMB146 million) and US$21 million (RMB136 million)
as at initial recognition and 30 June 2018, respectively.
The fair value of early redemption option is US$10 million
(RMB63 million) and US$13 million (RMB85 million) as at
initial recognition and 30 June 2018, respectively.

Further details of the terms and conditions of the CB 2023
were disclosed in the announcements of the Company
dated 11 May 2018.

The CB 2023 contains two components, debt component
and derivative component (including the conversion
option and the early redemption option that is not closely
related to the host). The effective interest rates of the
debt component is 13.48% per annum. The derivative
component is measured at fair value with changes in fair
value recognised in profit and loss.

(b)  Derivative component of convertible bonds

16. AR ES(2)

TRRESEHBS ()

(2)

(#&)

BEFFEABRR-_Z_ZFRA+L
HAIZZEZ=FrREHZTAL
BETWRERIPERNE AR 2%
R ABEMBNERETARSTF
8.00%MEM S REE ZESTE AL
EREHRBL T _=FA #RE

RNBERER-_ZE—N\EXNA=1
B HEN 2 1 BED R A2,3008
EZn (AR 46f87T) F12,1008 =T
(AR¥1.36(87T) - IZAEEIEZRE
BERBR—_Z—N\FEXA=THEHA
A BED B AHL,0008 ET(ARE
63,000,000z ) }.1,300 = 7T( A R #&
85,000,0007T) ©

BT - =FAaRES A RN
HHE—THBEEARR AR -F
—NFHEA+T—BHAERIEE -

:%EiiiT}ﬁH§1f%&?Eﬁﬁ1§Bﬁ
(BB RITETALY) (BfEEE
&5 IE?% ﬁﬁﬂwZﬁ?ﬁEﬂ%&kﬁ‘
fEEE) - BHEHBONEBRNEREE
1348% - STETEADE A ABER
REZFPEROALEEZEHE -

ARRESFTETRRS

2018 2017
—E-N\F —T—+tF
RMB’000 RMB’000
AR¥ T ARBT T
(Unaudited) (Audited)
(REEX) (&%)
Net carrying amount as at 1 January R—A—B8EREFE 111,078 120,496
Embedded derivatives at the date of issue of AR &S 31T B EIR
convertible bonds BARPTETR 209,632 =
Conversion of convertible bonds Hpmrl ik ESH (11,107) -
Gain arising on changes in fair value AR EEZEEENREG (38,443) (2,373)
Exchange difference X =5 7,712 (7,045)
Net carrying amount as at 30 June/31 December RNB=+H,/+=-A=+—H
KRR E 278,872 111,078
Less: Amount due within one year shown under & : REIBEE FA—FR
current liabilities B8 2 708 (56,904) (111,078)
Amount due after one year R—F BBz 518 221,968 =
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Notes to the Condensed Consolidated Financial Statements

LEEESS

B R R R Y

For the six months ended 30 June 2018 &Z —Z—/\&F/XA=+HI/~EA

16. CONVERTIBLE BONDS (Cont'd)

(b)  Derivative component of convertible bonds (Cont'd)

1)

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

The fair value of the derivative component of convertible
bonds as at date of initial recognition, 30 June 2018 and
31 December 2017 derived by using the Binomial Option
Pricing Model were approximately RMB135,518,000,
RMB56,904,000 and RMB111,078,000, respectively,
which were determined by the directors of the Company
with reference to the valuation performed by Asset
Appraisal Limited, a firm of independent professional
valuers with appropriate qualifications and recent
experiences in the valuation of similar derivative component
of convertible bonds with reference to market values.
During the six months ended 30 June 2018, the Group
recognised the fair value gain of RMB42,447,000 in the
condensed consolidated statement of profit or loss (six
months ended 30 June 2017: RMB41,373,000).

The inputs used in the Binomial Option Pricing Model
adopted by the independent professional valuer in
determining the fair values of the derivative component of
the CB 2018 at the respective dates were as follows:

AHRRES )

(h) FEREFTETARS(E)

(1)

RZB—tF+-A=+—BRR=
/\E/\H TEH-Z— }\iT?ﬁﬂx
B ETT (B RS P FE A B9 770K R R AR A0
T

ARRESFITETE ORI R -
RZZE—N\FNA=ZTARRZ=ZZT—+
FH-A=+—RARAZEAREEE
REPTE 2 AR BEI NN A/ARE
135,518,0007T * A R #56,904,0007TC
M AR¥111,078,0007t  BREELEETY
RAREZLERNELAETEEME
FRAREITHMEMERE « ZA R
BHEERNB L EXEMERM  BE2
ZmENE A RRESITE T A
DHHERIRES BHE-_T—\F
NA=ZTHIEAER - AEERERALS
EEGERPFEALAABERE AR
42,447 000TC(EHEZE—ZE—+F A=
+H 1718 A BB - AR #41,373,000
JT) °

BUEXEGEMNSAHEE TN
FAMBEFTET AT D AL EER
FrgRan e — TR R E (B E R AT A Y
BWAZBEIT

At 31 December 2017 At 30 June 2018

RZT—+F R=ZB-N\E

+=—A=+—8 ANA=tH

Share price A& (B HK$2.98 HK$2.91
298870 2918 T

Exercise price I E HK$2.695 HK$2.677
2.695/8 7T 2,677 T

Expected dividend yield TEHARR B 1.68% 1.72%
Volatility IR 32.66% 31.37%
Risk free interest rate 42 5 B 7 = 1.040% 1.888%
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For the six months ended 30 June 2018 &z —ZF—

16. CONVERTI

NEFERA=+HIER

BLE BONDS (Cont'd)

(b)  Derivative component of convertible bonds (Cont'd)

)

The methods and assumptions applied for the valuation of
the CB 2023 at initial recognition and 30 June 2018 were
as follows:

The fair value of the derivative component of convertible
bonds as at 30 June 2018 and initial recognition derived
by using the Binomial Option Pricing Model were
approximately RMB221,968,000 and RMB209,632,000,
respectively, which were determined by the directors of
the Company with reference to the valuation performed
by Asset Appraisal Limited, a firm of independent
professional valuers with appropriate qualifications and
recent experiences in the valuation of similar derivative
component of convertible bonds with reference to market
values. During the six months ended 30 June 2018, the
Group recognised the fair value loss of RMB4,004,000 in
the condensed consolidated statements of profit or loss.

The inputs used in the Binomial Option Pricing Model
adopted by the independent professional valuer in
determining the fair values of the derivative component of
the CB 2023 at the respective dates were as follows:

16. AR ES(2)

TR S FTE TR ()

(b)

(2)

ROFERRR - \FRA=1+H
BT - = F AR ESE T ER
FEREIDERBRANT

ABMBRESITETARLIN T —/\
FRNA=ZTARRVTHERRE —H
XPREBRENTEZ AR EED 5
2/ A K 221,968,000t & A K
209,632,0007T * EAS RV AN A AIE
E2ZhPEEETEERERARE
TOBEMEE - ZARNEREE

REB EEMER - BES2EMER
MEBETRERESITETARSTE
BEOLHER - BE_F—/\FRA
=TREREARE  AEEREH
GRBEEXRBRALEEBREARE
4,004,0007T °

BYEEGEMNES AREE-_T-=
FARREFITET AR D A BER
PER AR — IR S B E B AL R P EY
BABBT

At date of issue At 30 June 2018

R=ZTB—-N\F

REITAE ~A=+H

Share price i HK$3.05 HK$2.91
3.05%87T 2918 T

Exercise price TEE HK$3.76 HK$3.76
3.76% 7T 3.768 T

Expected dividend yield TEEARR B 1.64% 1.72%
Volatility R 57.44% 56.89%
Discount rate PR = 18.331% 19.779%
Risk free interest rate 42 3 B 1 =R 3.003% 2.788%

66 LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED

Interim Report 2018



17.

Notes to the Condensed Consolidated Financial Statements

B AR S Bt 7 R 2R B =

For the six months ended 30 June 2018 #Z= —Z— /\&F/XxA=+HIL/\EA

SHARE-BASED EMPLOYEE COMPENSATION

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

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

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

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

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

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

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

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

17.
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Notes to the Condensed Consolidated Financial Statements

LEEENS

For the six months ended 30 June 2018 EHZ=—=

17.

B RS R R Y

—N\FRA=ZTHIENEAR

SHARE-BASED EMPLOYEE COMPENSATION (Cont'd)

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

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

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

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

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

68 LVGEM (CHINA) REAL ESTATE INVESTMENT COMPANY LIMITED

Interim Report 2018

17.

MR S H R E 5 ()

HITERIEZ AT 8 R AR B EA A B R EA SR
HE A BRI TR AR - A X TFEE
R FAFAKREEE BB HTRNAEN10% ([
SRR - AR BREBBRRARERIERSI -
SHEZ10%REL Tt KRB Z AT BGFRE KRBE
FEARHE -

&EZT A BEMEMBRE - NITEZETE kA
X B E A B AR AT B AV B R B M AR TT R B9 PR
BRTEBRER - RZAETHRMDEE TMSHE
BN B TR A BHI30% ©

BROFERRIE - WMEM+ @A BRMETEET
FR2EENERE(BEETEREARITENER
H)MEBTRE TREITHROEE - MSHBBE R
TTAAD 2R 1% »

Ef28EE ([ ERA D) IR R Z AT B RRE R E

BEEO(EQ])  BEESEMNELY  MERE
BEMENNENERIARARAZREE  LTAEK

AREHEXNE B0 R - BEARAEEZNE
W%ETEWZK Al H1.008 TIE AR L B EN
RER  HEHEEMNERENNEAERET A&
o

RZB—XRFRAZTNB AR T*ETJ%E%E%E\JI‘?
ET2HEERHBRE  EARARARBEAR
P& A & $£285,800,000/% & AR EIH0.01 %8 T H) & 8 %
A o



Notes to the Condensed Consolidated Financial Statements

B AR S Bt 7 R 2R B =

For the six months ended 30 June 2018 #Z= —Z— /\&F/XxA=+HIL/\EA

17. SHARE-BASED EMPLOYEE COMPENSATION (Cont'd) 17. AR EESM =)
Details of the Options granted by the Company pursuant to the Scheme RZFE—-N\FEAA=Z+THEBERR=ZZE—tF+=A=
and the Options outstanding as at 30 June 2018 and 31 December 2017 +—H8  NRRBRIBZET B M s AR TR
were as follows: EFIROT
Number of options
BREZE
Balance at Granted Exercised Lapsed Balance at Exercise
1 January during turing during 30 June price per
Date of grant Exercisable period 2018 the period the period the period 2018 share
(dd/mm/yyyy) (dd/mm/yyyy) HK$
RZB-N\F RZB-N\F
—-A-H ~A=1H
REAH fagid 1 e RERRE  RERTE  RERAX Wi BROTEE
(B/R/&) (B/B/%) BT
Executive directors (Note 1) 28/06/2016 28/06/2016 to 27/06/2026 13,950,000 - - - 13,950,000 1.846
BTEE(MEL)
Executive directors (Note 2) 28/06/2016 28/06/2017 to 27/06/2026 13,950,000 - - - 13,950,000 1.846
wirES(2)
Executive directors (Note 3)  28/06/2016 28/06/2018 to 27/06/2026 18,600,000 - - - 18,600,000 1.846
BITEE(M3)
Employees (Note 1) 28/06/2016 28/06/2016 to 27/06/2026 68,490,000 - - - 68,490,000 1.846
EE (1)
Employees (Note 2) 28/06/2016 28/06/2017 o0 27/06/2026 68,490,000 - - - 68,490,000 1.846
EE(zr2)
Employees (Note 3) 28/06/2016 28/06/2018 t0 27/06/2026 91,320,000 - - - 91,320,000 1.846
&8 (fit:3)
Others (Note 1) 28/06/2016 28/06/2016 to 27/06/2026 3,000,000 - - - 3,000,000 1.846
Hit(FizE1)
277,800,000 - - - 271,800,000
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R B AR S B R 2R Y =

For the six months ended 30 June 2018 &Z —Z—/)\&FXA=1HI/NEA

17. SHARE-BASED EMPLOYEE COMPENSATION (Cont'd) 17. ARG XN EESM 2
Number of options
EiRERA
Balance at Transfer Granted Exercised Lapsed Balance at Exercise
1 January during during during during 31 December price per
Date of grant Exercisable period 2017 the year the year the year the year 2017 share
(dd/mmiyyyy)  (dd/immiyyyy) HKS
RZZ—t% i 3
—A—H RERR +-A=t-H
BitA EilE! Mges HhEg  RERRL RERTE REREAK M BROEE
(B/R/%) (B/B/%) BT
Executive directors (Note 1)~ 28/06/2016 28/06/2016 t0 27/06/2026 15,600,000  (1,650,000) = = - 13,950,000 1.846
wrEs (i
Executive directors (Note 2) ~ 28/06/2016 28/06/2017 to 27/06/2026 15,600,000 1,350,000 - - (3,000,000 13,950,000 1.846
#rEE (M)
Executive directors (Note 3)  28/06/2016 28/06/2018 to 27/06/2026 20,800,000 1,800,000 = - (4,000,000 18,600,000 1.846
#rES (M)
Employees (Note 1) 28/06/2016 28/06/2016 t0 27/06/2026 70,140,000 (1,350,000 = (300,000) - 68,490,000 1.846
EE(M1)
Employees (Note 2) 28/06/2016 28/06/2017 to 27/06/2026 70,140,000  (1,350,000) = (300,000) = 68,490,000 1.846
E&(fifE2)
Employees (Note 3) 28/06/2016 28/06/2018 to 27/06/2026 93,520,000 (1,800,000) = = (400,000) 91,320,000 1.846
GRS
Others (Note 1) 28/06/2016 28/06/2016 to 27/06/2026 - 3,000,000 - - - 3,000,000 1.846
Al (FitE1)
285,800,000 - - (600000) (74000000 277,800,000
Note 1: The option was vested immediately on the date of grant. MizEL - BEARAERR L B EARNIG 558 -
Note 2: The option granted are subject to the vesting period from the date of grant MizE2 : FIRHMBERESEREAHEE—_T—+FA
up to 27 June 2017. Z+tHIEZFBEATRR -
Note 3: The option granted are subject to the vesting period from the date of grant MizE3 : FIREMBEREXEREBHEZE T —\FA
up to 27 June 2018. Z+tEHIEZ BBERER o
There is no performance condition for the Options to vest. PR 55 B N AR IR IR A o
The fair values of the Options determined at the date of grant using the REEAHA-EAERAEENEREALEE
Binomial model were HK$276,156,000 (equivalent to approximately £276,156,0007% 7T( 48 & 1 4 A K 236,030,000
RMB236,030,000). During the six months ended 30 June 2018, the L) BEZZT—NFAA=ZFTBLESNEAR
Group recognised the total expense of RMB21,959,000 (six month AEBERAQABRL 2 BERERRBAIARE
ended 30 June 2017: RMB58,176,000) in relation to share options 21,959,000t (BE =T —tF A=+ HIENE
granted by the Company. A :58,176,0007T) °
The following assumptions were used to calculate the fair values at date ATNBERTARGTERE T EBRENAAEE
of grant of share options:
Grant date share price HK$1.820 R B ERARE 1.820% 7T
Exercise price HK$1.846 1IEE 1.84678 7T
Expected life 810 10 years TEHREHA 8Z 104
Expected volatility 64.787% TEERR IR 64.787%
Expected dividend yield 0.55% TEHAAR B & 0.55%
Risk free interest rate 0.965% #5312 0.965%
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Notes to the Condensed Consolidated Financial Statements

B AR S Bt 7 R 2R B =

For the six months ended 30 June 2018 #Z= —Z— /\&F/XxA=+HIL/\EA

SHARE-BASED EMPLOYEE COMPENSATION (Cont'd) 17. AR EESM =)
The Binomial model has been used to estimate the fair value of the ZHEHAER D AR GETEREN AR EE - ARG
options. The variables and assumptions used in computing the fair value HiEREALEENATZREZ REBRIIBEARARQF]
of the share options are based on the best estimate of the directors of the EEREGHEL  TEEXRBROEZFHALEE
Company. Changes in variables and assumptions may result in changes BEREALBELRZS -
in the fair value of the Options.
PLEDGE OF ASSETS 18. BEEIKH
At the end of the reporting period, the Group had following assets being RIBEHRR - AEEEEFUTEE -
pledged.
At 30 June At 31 December
2018 2017
RZZB—N\F RZZE—+F
ANA=TH +=A=+—H
RMB’000 RMB’000
ARET T ARETFT
(Unaudited) (Audited)
(REER) (feE%)
Properties under development for sale ERMTEYE 2,753,570 2,735,309
Properties held for sale FEWHE 60,536 60,443
Investment properties WEYE 16,105,563 13,419,429
Property, plant and equipment LE S ] 233,555 226,426
Pledged deposits AT 1,680,039 1,488,431
20,833,263 17,930,038
CONTINGENT LIABILITIES 19. HAREE

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

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

The maximum outstanding amount of guarantees given to banks for
mortgage facilities granted to the purchasers of the Group’s properties,
at the end of the reporting period is RMB588,050,000 (31 December
2017: RMB379,165,000).

In the opinion of the directors of the Company, the possibility of default
of the parties involved is remote and the fair values of these financial
guarantee contracts are insignificant on initial recognition and therefore
no provision for financial guarantee contracts has been made at the end
of the reporting period.

AEBRETRITRAKENER T LNRIBE
MM A IR B R B R EIER o ARIBERE - K
HZERTRBIBNF - AAKREARREEHRKR
BN HIREEFERENE T R RITEOEAES
MEREE

AEEMERMOERZEESRRL AR  BEE
BRISEAFBEMAEELBBEEEZBERUA
REERE)FRLL -

RBERR AAEBENEE T ERNIZISRE
MAERITIEEERAZS HAEESE/ARE
588,050,0007L(ZE—tF+-RA=+—H: AR
#379,165,0007T) °

ARAREERER  ARETEONARER) - M
ZEVBERAGON DA BEENSERRLIE
R AR EHEARIARAMBEERS OELEE -
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For the six months ended 30 June 2018 &Z —Z—/)\&FXA=1HI/NEA

20. RELATED PARTY DISCLOSURES

(a)  Transactions with related parties

The Group had the following transactions with a related party:

20. BABE T E

(a) HEBLETHNXS

AR (B 1 — SR [ 07 o

TR ZEN

Six months ended 30 June
BEAA=THLEANEA

2018 2017
—E-\F —E—tF
RMB’000 RMB’000
AR¥TT ARETT
(Unaudited) (Unaudited)
(RESEZ) (REEEZ)
Development cost paid to Shenzhen Forsafe SR FRY MR E TR RZR
System Technology Co., Ltd., an entity BRAT(—RASKLIERA
controlled by ultimate controlling party Tl ) BB A = 1,818
(b)  Balance with related parties (h) FAHES z4&e
The Group had the following balances with related parties: AN EREREE T 2 AAERIAT ¢
At 30 June At 31 December
2018 2017
R-ZB—N\F R=ZT—+tF
ANB=1H +=A=+—8
RMB’000 RMB’000
AR¥T T ARETT
(Unaudited) (Audited)
(REEZX) (&%)
Included in deposit paid, prepayments FFABWIZE - BN FRIEREM
and other receivables: FEMGRIE
— Amounts due from related parties that are = }@CHSZEEE”Z?‘ a7
controlled by ultimate controlling party B 5 I8 117,779 168,078
— Amounts due from non-controlling interests ~ — FEUEFE R AE RS 0B 45,317 47,805
Included in accruals, deposits received FTAEETER - Blike REAMD
and other payables: FEAT IR -
— Amounts due to a related party that is — JET R E AR IR 7 12 5l 2
controlled by ultimate controlling party B 5 5K I8 405,400 =
— Amounts due to non-controlling interests — B IR R TR 4,497 4,522
The balances are unsecured, interest-free and repayable in Eeaamifim 08 K BRIREREE -

demand.
(c) Key management personnel compensation

The remuneration of directors who are the Group’s key
management personnel during the current interim period
amounting to RMB7,739,000 (six months ended 30 June 2017:
RMB14,239,000).
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Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 June 2018 #Z= —F— \F/xA=+HI-/~EA

FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS

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

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

Some of the Group’s financial assets and financial liabilities are
measured at fair value at the end of each reporting period. The following
table gives information about how the fair values of these financial
assets and financial liabilities are determined (in particular, the valuation
technique(s) and inputs used), as well as the level of the fair value
hierarchy into which the fair value measurements are categorised
(levels 1 to 3) based on the degree to which the inputs to the fair value
measurements is observable.

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

o Level 2 fair value measurements are those derived from inputs

other than quoted prices included within Level 1 that are
observable for the asset or liability, either directly (i.e. as prices) or
indirectly (i.e. derived from prices); and

o Level 3 fair value measurements are those derived from valuation
techniques that include inputs for the asset or liability that are not
based on observable market data (unobservable inputs).

21.
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REEMEREUAAEBEAENASEEEREER
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For the six months ended 30 June 2018 &Z —Z—/)\&FXA=1HI/NEA

21. FAIR VALUE MEASUREMENT OF FINANCIAL 21. €RiTANAREETEE)
INSTRUMENTS (Cont'd)

Fair value of the Group’s financial assets and financial liabilities that are REEMEEUAABEFTENFIEEEREER
measured at fair value on a recurring basis (Cont'd) SREENAAERE)
Fair value as at
RUAT BBNAAEE

Financial assets/ SREE/ 30 June 31 December Fairvalue  Valuation technique(s) Significant
financial liabilities SRBE 2018 2017 hierarchy  and key input(s) unobservable input(s)

B-N\E I S 2

RAZtE TZA=t-B 2AxBESR  MERRREIZEAEE FENTBZHARR

RMB'000 RMB'000

ARETT ARBTTL

Derivative component of AREHITETASS 218,872 111,078 Level3  Binomial option pricing model Volatilty of the share
convertible bonds E=  Thefairvalue is estimated based on price determined
the risk free interest rate, share by reference to the
price, volatility of the share price of historical share price of
the Company, dividend yield and the Company (Note).
exercise price.
“EABRTEES BEERNARLRER

MEENEERRNE KE A2 EEORENE
ARERE  REXRITRERT - (RfE) -

Other financial assets AthemEE - 150,000 Level3  Discounted cash flow Internal rate of return of
=8 Future cash flows are estimated underlying assets.
based on expected return, and
the contracted investment costs,
discounted at a rate that reflected
the internal rate of return of varies
underlying assets.
TRASHE HEEENSERE
FRAETEENBRRRERDATH
RERARE  TARMARAE
BERNDEFENOFE T RS -
Available-for-sale investment HRHERE - 444 959 Level1  Quoted bid price in an active market. N/A
g NERMECENERE- TEA
Equity instrument at fair value AL BEGAZMZE 493,761 - Levell  Quoted bid price in an active market. NIA
through other comprehensive W RATE g WEBmSZENERE- TER
income
Note: The higher the volatility of the share price of the Company, the higher Mzt : ARAREKERS  TESRIAN R EER
the fair value of the derivative financial instruments, and vice versa. For BE RZNTAR - BETRBRESTETIARS R
the volatility of the share price of the Company used in the fair value REEGEMRANARRRERE  F2HME
measurement for derivative component of convertible bonds, please refer to 16(b) °
note 16(b).
A sensitivity analysis of significant impact on the fair value of other HREEERAVETEAN MW ARZIHEMS
financial assets is not presented as the management considers the MEEAABEELEEATENGEDN °
impact is insignificant.
There is no transfer between different levels of the fair value hierarchy for REEZEHERN 2R BESASRZEHES
the periods ended. %o
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For the six months ended 30 June 2018 #Z= —F— \F/xA=+HI-/~EA

FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS (Cont'd)

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

Reconciliation of Level 3 fair value measurements

EHTANARBEEFE®
BEEHEEUANREHBENAEESRAER
SHERNDAMEA)
EZRAR EE LR

Derivative component
of convertible bonds

AR ES

PTHETAEZ D

RMB’000

AREFIT

As at 1 January 2017 R=ZE—+tF—H—H 120,496
Net gain arising on change in fair value AR BEZEELENF R (2,373)
Exchange difference bE X ZEEE (7,045)
As at 31 December 2017 R=F—+F+=-A=+—H 111,078
Net gain arising on change in fair value DR EBEZEEENF R (38,443)
Embedded derivatives at the date of issue of convertible bonds RAMRIRESHETHEMRAXTETA 209,632
Conversion of convertible bonds HBARES (11,107)
Exchange difference N ERR 7,712
As at 30 June 2018 R=ZF—N\FA=1+H 278,872

The net fair value gains for the period included a gain of RMB38,443,000
relating to derivative component of convertible bonds that are measured
at fair value at the end of each reporting period (30 June 2017: a gain of
RMB41,373,000). Such fair value gain is included in fair value changes
on derivative component of convertible bonds.

Fair value of financial assets and financial liabilities that are not measured
at fair value on a recurring basis (but fair value disclosures are required)

Except for the senior notes and bond, the directors of the Company
consider that the carrying amounts of financial assets and liabilities
recorded at amortised cost in the condensed consolidated financial
statements approximate to their fair values.

The fair value of the senior notes at 30 June 2018 is RMB2,555,887,000
(31 December 2017: RMB2,625,060,000) with reference to the quoted
market price of the senior notes on the Singapore Exchange Securities
Trading Limited at the end of the reporting period (the last trading day
prior to 30 June 2018).

The fair value of the bond as at 30 June 2018 is RMB2,548,260,000
(31 December 2017: RMB2,589,098,000) with reference to the quoted
market price of the bond on the Shenzhen Stock Exchange at the end of
the reporting period (the last trading day prior to 30 June 2018).

The fair value of such financial assets and financial liabilities are
determined in accordance with general accepted pricing models based
on discounted cash flow analysis, with the most significant inputs being
the discount rate that reflects the credit risk of counterparties.

FHEAABEFRABRENERERRARA
BEABUARESTET AR AENKEAR
#£38,443,0007t(ZE—+FRA=TH : Km AR
#41,373,0007T) ° A7 EERE AR REES
TETABOMNRAEEES -

WHREEHEEUQAABEAE(EAELIRE
ERBINEREERSREENARER

BRELRBERESFN  ARAEERR - EHAKR
BUBRRANRHER AN ZcREERBEZ
REEEA RN BEES °

BERBER-_Z—N\FRA=Z+HNAABERA
[R#2,555,887,000c(ZE—+F+=A=+—H:
AR¥2,625,060,0007T) TR MERR(R T —
NERA=ZTHRZRER S B)FINEESFZ 5P
BRAREERBENTSHRE -

BHERZZE-N\FERA=ZTHNRAARBER/RARK
2,548,260,000(—E—+tF+=-A=+—H: A
R #2,589,098,0007T ) THZ R & R (K =ZF—/\
FRNA=ZTHEMZ&ERR S R)RINEFZBAES
B TS RIE -

FHeRMEERERBENRABEIBEENES
BRENEVMO—RABEBEAETE - EP&
EENBARBRRRZZHFEERRABREK -
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=T\ FRESmE -

75



Notes to the Condensed Consolidated Financial Statements

R B AR S B R 2R Y =

For the six months ended 30 June 2018 &z —ZF—

21.

NEFERA=+HIER

FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS (Cont'd)

Fair value measurements and valuation processes

In estimating the fair value of an asset or a liability, the Group uses
market-observable data to the extent it is available. Where Level 1 inputs
are not available, the Group engages third party qualified valuers to
perform the valuation. The management of the Company works closely
with the qualified external valuers to establish the appropriate valuation
techniques and inputs to the model.

Information about the valuation techniques and inputs used in
determining the fair value of various assets and liabilities are disclosed
above.
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