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CHAIRMAN'S STATEMENT

Hong Kong as well. Geopolitical tensions
remain front and centre as the pendulum
continues to swing.

2019 was a disruptive year globally and for

A new paradigm is evolving between China and
the US, with trade talks dominating headlines.
Currencies and supply chains are adapting. Then,
at the tail of 2019, the World Health Organization
reported the emergence of the Covid-19
coronavirus. Monetary stimulus continues.

Hong Kong entered a technical recession mid-
year. The first recession in a decade. The economy
contracted 1.2% and unemployment rate rose
to 3.1%. Small and medium enterprises, retail,
catering and hotel businesses have been hit the
hardest. The Government introduced several
rounds of substantial relief measures, increasing

spending of more than HK$26 billion, to assist the
business sectors and people that have been worst
hit.

Elsewhere in the world, other factors at play
weighed on global economic growth. China’s
economy grew at the lowest rate since 1990, at
6.1%. The US economy grew by 2.3%, after the
Federal Reserve lowered interest rates thrice to
counteract the effects of trade tensions and a
global slowdown. Brexit is still unfolding and political
tensions remain high in the Middle East.

PERFORMANCE

Hong Kong Properties

Against this backdrop, the Company, supported
by successful launches of MONTARA and GRAND
MONTARA in the first half, delivered stable results.
Total contracted sales reached HK$23.6 billion. A
total of 2,080 units were transacted during the year,
including all 1,120 launched units of MONTARA
and GRAND MONTARA, which were presold in
less than three days. Sales take-up in the second
half of 2019 moderated when we launched MARINI
and GRAND MARINI, selling 82% or 786 units
of total launched units. Together with sales of
previously launched developments, net order book
rose to HK$32.5 billion.
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During the reporting year, we continued to actively
replenish our land bank, acquiring one solo and
four joint venture sites with attributable GFA of 1.6
million square feet. The Group’s land bank, with a
focus on urban areas, stood at 6.6 milion square
feet as at the end of 2019.

FINANCIAL PERFORMANCE

The Group’s underlying net profit for the year
was HK$12.4 bilion, slightly down by 6% against
last year. The results reflect a tough operating
environment throughout the period. There were
higher contributions from Hong Kong Development
Properties and Mainland China Investment
Properties, which were partly offset by impairment
provisions of HK$4.9 billion for certain Development
Properties in Hong Kong and Mainland China.

Wheelock’s own gearing improved from 13.0%
to 9.9% as a result of higher sales proceeds and
prudent financial management.

A second interim dividend of HK$1.050 per share
has been declared, making total dividends for the
full year HK$1.575 per share.

The Wharf (Holdings) Limited (“Wharf”)

Wharf's underlying profit for the year fell by 58% to
HK$2.7 billion. Mount Nicholson, a key contributor
to Hong Kong Development Properties’ contracted
sales in Wharf's Peak Portfolio, recorded the sale
of four houses and three apartments, amounting to
HK$4.2 billion.

In Mainland China, Development Properties’
operating profit fell by 38% to HK$4.9 billion,
while attributable contracted sales fell by 13% to
RMB19.9 billion for 4,500 units. Net order book
increased to RMB27.4 billion. By the end of 2019,
its land bank stood at 3.5 million square metres.

For Mainland Investment Properties, the revenue
and operating profit increased by 14% and
23% to HK$3,924 milion and HK$2,311 million
respectively.
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Wharf Real Estate Investment
Company Limited (“Wharf REIC”)

Wharf REIC’s underlying net profit eased to HK$9.8
bilion during the year, as prolonged uncertainties
and challenging market conditions weighed on the
retail portfolio performance. Revenue from Harbour
City fell to HK$11.6 billion for the year, while Times
Square and Plaza Hollywood recorded revenues of
HK$2.8 billion and HK$552 million respectively.

Revenue and operating profit from Investment
Properties fell slightly to HK$14.3 billion and
HK$12.5 billion respectively. Revenue and
operating profit from the Central Portfolio —
comprising Wheelock House and Crawford House
- rose to HK$495 million and HK$431 million
respectively.

Total revenue for the Marco Polo hotels in Harbour
City fell by 22% to HK$1.2 bilion and operating
profit dropped by 47% to HK$250 million.

Privatization of Wheelock Properties (Singapore)
Pte. Ltd. (formerly known as Wheelock Properties
(Singapore) Limited) was completed in November
2019, following a scheme of Selective Capital
Reduction Exercise.

SUSTAINABILITY

As a new member of the Hang Seng Corporate
Sustainability Index, Wheelock continued its
sustainability journey. We are committed to long-
term progress by making decisions that shape our
present and future.

In 2019, the Company announced the signing
of the first sustainability-linked loan in Hong
Kong. Furthermore, all Hong Kong development

projects are now green-certified and our corporate
headquarters was awarded LOOP Platinum by
WWHEF-Hong Kong.

Our endeavours in the community extend through
Project WeCan, Wheelock Interior Design Internship
Program, Swim for Millions with Community Chest
of Hong Kong and National Geographic Wheelock
Hong Kong Photo Contest.

In December, Wheelock Properties announced two
peppercom leases to NGOs with the intention to
provide approximately 2,000 units of transitional
housing for a term of eight years. This initiative
will be subject to the approvals of regulatory and
consultative bodies.

ANNOUNCEMENT -
A SCHEME OF ARRANGEMENT

On 27 February 2020, a joint announcement
in relation to a proposal for the privatization of
Wheelock and Company Limited by Admiral
Power Holdings Limited by way of a scheme of
arrangement was issued. The Proposal comprises
the distribution to Shareholders of one Wharf REIC
share and one Wharf share in respect of each
share of Wheelock and Company held as at the
record date, and the subsequent privatization of
the remaining Wheelock and Company after the
making of the distribution in consideration of the
Scheme consideration of HK$12.00 per Scheme
Share, less Dividend Adjustment (if any), which will
be payable by the Offeror to Scheme Shareholders
in cash. Please refer to the announcement dated
27 February, 2020 on the Company’s corporate
website for details.
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OUTLOOK

In the near-term, the world remains in a state of
profound transformation. Politics, climate, social
media, labour and trade are evolving. The oil market
is in upheaval. Covid-19 is serious and has become
a pandemic. The world is in shock.

Confirmed cases continue to rise. Borders are
under lock down with unprecedented travel
bans. Widespread fear of contagion growth and
economic stoppages reverberate. Global recession
expectations rise and stock markets are in
meltdown.

In this sea of change, important anchors remain.
China’s economic momentum will continue in the
long-term, supported by domestic consumption
growth. From the Pearl River Delta, a dynamic
engine of production and innovation, comes the
new national Greater Bay Area policy initiative.

At the heart of this story are the twin cities of Hong
Kong and Shenzhen. A 20 million population cluster
marrying a technology hub with a free port and a
fair and robust financial market. This would be a big
economic story in the coming two decades.

Despite a challenging 2019 and 2020 to date,
we have confidence in Hong Kong as a city with
the DNA and experiences to steer through these
choppy waters with the strength of spirit and
pragmatism.
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CLOSING

The current adversities are severe and far reaching,
crossing continents and industries. When infected
cases drop, restarting and recovering will be hard
work.

The Company is focused on our core business.
Financial prudence and resilience are the utmost
priorities as the world braces through this
pandemic.

Last but not least, | would like to thank our
employees, especially front line staff, for their
dedication and spirit in what has been a difficult
year. | would also like to thank our customers and
partners for their support, and members of the
Board for their wise counsel and guidance.

Douglas C.K. Woo
11 March 2020
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FINANCIAL HIGHLIGHTS

RESULTS AND FINANCIAL POSITION

2019 2018
HK$ Million HK$ Million Change
Results
Revenue 48,519 48,490 +0.1%
Operating profit 27,243 24,934 +9%
Underlying net profit (Note 1) 12,362 13,208 -6%
Profit before property revaluation (loss)/gain 12,782 11,796 +8%
Profit attributable to equity shareholders 9,173 17,239 -47%
Total dividend for the year 3,230 3,174 +2%
Earnings per share
Underlying net profit HK$6.03 HK$6.46 -7%
Before property revaluation gain HK$6.24 HK$5.77 +8%
Attributable to equity shareholders HK$4.48 HK$8.43 -47%
Dividend per share
First interim 52.50¢ 50.00¢ +5%
Second interim 105.00¢ 105.00¢ -
Total for the year 157.50¢ 155.00¢ +2%
Financial Position
Total assets 609,413 592,624 +3%
Total business assets (Note 2) 527,723 521,808 +1%
Total investment properties 336,819 341,466 -1%
Net debt 88,218 93,007 -5%
Shareholders’ equity 268,004 251,077 +7%
Total equity 393,713 389,478 +1%
Number of issued shares (in million) 2,049 2,048 +0.04%
Net asset value per share HK$130.81 HK$122.60 +7%
Net debt to total equity 22.4% 23.9% -1.5%pt
Earnings per share
Profit before Profit Before
property attributable Net asset property  Attributable
Underlying revaluation to equity Total Shareholders’ value Underlying revaluation to equity Dividends
net profit gain/(loss) shareholders equity equity per share net profit gain/(loss) shareholders per share
Financial year ~ HK$ Million ~ HK$ Million ~ HK$ Million ~ HK$ Million  HK$ Million HK$ HK$ HK$ HK$ ¢
2010 4,582 4,974 20,194 193,076 100,372 49.40 2.26 245 9.94 12.50
2011 9,038 8,359 22,866 235,194 122,562 60.32 4.45 41 11.25 50.00
2012 7,267 8,734 26,935 285,880 152,041 74.83 358 430 13.26 110.00
2013 7,822 7,724 16,954 311,572 166,582 81.99 3.85 3.80 8.34 100.00
2014 8,103 7,035 22,009 339,916 191,206 94.11 3.99 3.46 10.83 106.75
2015 10,598 9974 14,232 340,859 201,667 99.26 522 491 7.00 115.00
2016 11,811 15,987 16,204 349,520 215,365 105.85 581 7.86 8.02 130.00
2017 12,117 14,839 20,570 387,823 241,684 118.37 5.94 7.28 10.09 142,50
2018 13,208 11,79 17,239 389,478 251,077 122.60 6.46 577 8.43 155.00
2019 12,362 12,782 9,173 393,713 268,004 130.81 6.03 6.24 4.48 157.50
Notes:

(1) Underlying net profit primarily excludes attributable net investment property revaluation gain/{loss) and other exceptional items. Please refer to note (a)

to the Ten-year Financial Summary on page 180.

@) Business assets exclude unallocated corporate assets, mainly comprising certain other long term investments, deferred tax assets, bank deposits and

cash and derivative financial assets.

B)  Please refer to Ten-year Financial Summary on pages 179 to 180.
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GROUP PROFIT AND ASSETS COMPOSITION

Profit attributable to equity shareholders Shareholders’ equity
2019 2018 2019 2018
HK$ Million % HK$ Milion % HK$ Million % HKS Million %
Wheelock & Company Limited 3,669 30 2,375 18 56,535 19 43,556 15
The Wharf (Holdings) Limited 1,764 14 4,154 32 96,595 33 87,722 31
Wharf Real Estate Investment
Company Limited 6,243 50 6,226 47 141,419 48 137,251 49
Others (Note 1) 686 6 453 3 - - 15,100 5
Underlying net profit 12,362 100 13,208 100
Exceptional items (Note 2) 420 (1,412)
12,782 11,796 294,549 100 283,629 100
Investment property
revaluation (loss)/gain (3,609) 5,443
Profit to shareholders 9,173 17,239
Earnings per share HK$4.48 HK$8.43
Corporate items (Note 3) (26,545) (32,552)
Shareholders’ equity 268,004 251,077
Net asset value per share HK$130.81 HK$122.60

Notes:

(1) Wheelock Properties (Singapore) Pte. Limited (formerly known as Wheelock Properties (Singapore) Limited) has become a private limited company
since November 2019 following a scheme of Selective Capital Reduction Exercise.

(2)  Please refer to note (a) to the Ten-year Financial Summary on page 180.

3 Corporate items represent the net debt of the Company and other subsidiaries.
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BUSINESS REVIEW

HONG KONG PROPERTIES

In 2019, contracted residential sales reached
HK$23.6 billion, with 2,080 units transacted.

The Group launched two residential projects in LOHAS
Park (.P): MONTARA & GRAND MONTARA
(LP 7) and MARINI & GRAND MARINI (LP 9)
of the O’EAST portfolio during the year under
review. The new launches received satisfactory
responses and contributed HK$16.1 bilion with a
total of 1,906 units presold, accounting for 68% of
contracted residential sales.

MONTARA & GRAND MONTARA, comprising
two high-rise residential towers, were launched for
presale in the second quarter. 100% of the total
stock, or 1,120 units, were promptly presold for
proceeds of HK$9.8 billion in less than three days.

Following strong sales momentum in the first half,
sales take-up of MARINI & GRAND MARINI,
which were launched for presale in the third quarter,
had somewhat moderated. In 2019, a total of 786
units were presold for HK$6.3 billion, representing
a sell-through rate of 82% on launched units.

Up to end February 2020, the two abovementioned
projects alongside a previously launched
development, MALIBU (LP 5), generated total
sales proceeds of HK$31.9 bilion for the O’'EAST
portfolio with more than 3,500 units sold. Featuring
urban living, the developments are within walking
distance of the upcoming 480,000-square-foot
MTR mall, “The LOHAS”. They are also easily
accessible to LOHAS Park MTR station, and future
transport links such as the Cross Bay Link and
Tseung Kwan O — Lam Tin Tunnel. Moreover,
the developments boast exclusive fully-equipped
clubhouses, each offering 24-hour gymnasium,
swimming pool and many other amenities.

14
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Grand Montara

Sales recognition of Hong Kong Development
Properties (‘HKDP”) increased to HK$13.7
billion, as compared to HK$9.7 billion in 2018.
Major projects recognised during the year were
MONTEREY and OASIS KAI TAK. Net order
book (i.e. presold but contracted sales not yet
recognised) for total Hong Kong properties grew
to HK$32.5 billion, from HK$26.7 billion at year-
end 2018.

There are four major projects in the sales
pipeline, spanning across diverse locations.
OCEAN MARINI, the final phase of the Group’s
third development in the O’EAST portfolio, was
launched in early March. Other developments
include Sin Fat Road in Kwun Tong, NKIL6564 in
Kai Tak and Hing Wah Street in West Kowloon.
Meanwhile, sales of inventory units are progressing
as planned.
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Kai Tak Runway Portfolio boasts panoramic views of Victoria Harbour

Land bank

During the year, the Group continued to replenish
its land bank in urban areas. A total of five Kai
Tak sites with an attributable gross floor area
of 1.6 million square feet were acquired. As at
the end of December 2019, Group HKDP land
bank grew moderately to 6.6 million square
feet (December 2018: 6.3 million square feet).
Following a successful bid for LP 12 of O’EAST
in February 2020, the land bank further rose to
7.5 million square feet. The Group strives to
maintain an adequate level of land bank through
selective replenishment.

Kai Tak is poised to be a vibrant, self-contained
community with a wide variety of lifestyle, leisure,
sports and healthcare infrastructures. Its 24-hectare
Metro Park, Kai Tak Sports Park and 11-kilometre
Promenade facing Victoria Harbour offer distinctive
features for the community. Furthermore, Kai Tak is
easily accessible to various core districts following
the commencement of operation for Shatin-to-
Central link in February 2020. Its connectivity will
be further enhanced upon the completion of the
Central Kowloon Route.

CORPORATE SOCIAL
RESPONSIBILITY (“CSR”) AND
BUSINESS-IN-COMMUNITY
(“BIC”)

Community well-being is prioritised as a key
consideration in the Group’s business decision
making. The Group supports a wide range of CSR
programmes and initiatives spanning education,
community, sustainable development, and lifestyle.

Education

Project WeCan, the Group’s key BIC initiative,
aims to provide secondary school students with
support to broaden their horizons, equip them
and unleash their potential for future careers.
With the support of 68 partners, the programme
has been benefitting over 70,000 students in
76 secondary schools in Hong Kong through
various enrichment activities. In summer 2019,
the annual Job Tasting Programme was held,
and six students were assigned to work in

15
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different departments of the Group. During the
Completion Ceremony held on the programme’s
last day, the participating students shared with
the Group’s management, mentors and school
principals their valuable experiences gained
through the programme.

The Group endeavours to nurture young design
talents. In its annual Wheelock Interior Design
Internship Program (WIND), the Group has
sponsored fresh graduates in interior design to
undertake internships in overseas professional
practices, helping them become well-rounded
professionals with exposure to other cultures. In
July 2019, two graduates from Savannah College
of Art and Design and Insight School were awarded
sponsorship of HK$120,000 for each, to broaden
their perspective through overseas internships.

National Geographic Wheelock Hong Kong Photo Contest 2019,
People — Second Runner-Up : A Very Good Way to Space Out
Glaycheong Wong

Community

The Group looks to leverage on its skills,
expertise and resources to foster initiatives
that would benefit the society as a whole by
addressing communities’ needs. In December
2019, Wheelock Properties Limited (‘WPL”)
announced two peppercorn leases to NGOs with
the intention to provide approximately 2,000 units
of transitional housing, subject to the approvals
of regulatory and consultative bodies. The leases
at HK$1 to The Hong Kong Council of Social
Service and The Lok Sin Tong Benevolent Society,
Kowloon, will be for a defined term of 8 years.

WPL will support the preliminary land conversion
planning applications. Green and sustainable
design will be integrated in the project, to ensure a
harmonious landscape for residents.

Sustainable development

The Group has scaled up efforts to minimise
environmental impact across our offices, managed
properties and construction sites. It has been
selected as a constituent member of the Hang
Seng Corporate Sustainability Benchmark Index,
which underscores the Group’s commitment to
sustainability.

Lifestyle

To encourage and nurture budding photographers,
the third annual, global National Geographic
Wheelock Hong Kong Photo Contest was
launched in October 2019. The theme was “Hong
Kong Story: Nature, City and People”, welcoming
users of both professional gear and mobile
phones to uncover the city landscape and stories
beyond words.
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SUBSIDIARIES

Wheelock and Company Limited is the
majority shareholder of The Wharf
(Holdings) Limited and Wharf Real Estate
Investment Company Limited. Below is a
report on their business performances in
2019.

The Wharf (Holdings) Limited (“WHL”)

WHL, a major listed subsidiary of Wheelock, is
mainly engaged in property-focused businesses,
comprising Investment Properties (1P,
Development Properties (‘DP”) and Hotel in Hong
Kong and Mainland China.

Underlying net profit of WHL for the year decreased
by 58% to HK$2.7 billion.

Revenue from Mainland IP increased by 14%
to HK$3.9 billion and operating profit by 23%

Annual Report 2019

Monterey

to HK$2.3 billion. Celebrating its first full year
of operation, Changsha IFS generated revenue
and operating profit of HK$810 million and
HK$325 million respectively during the year.
Another mega integrated complex, Chengdu IFS,
saw an 11% growth in revenue to HK$1.7 billion,
with operating profit up by 21% to HK$947 million.
Retail complexes of Changsha IFS, Chengdu IFS
and Chonggqing IFS recorded high occupancy
rates at 97% or above.

Despite steady underlying demand for quality
properties in Mainland China, strict price controls
prompted financial provisions which resulted in a
decline in DP profit by 85%. Inclusive of joint ventures
and associates on an attributable basis, revenue
recognised during the year eased to HK$14.8 billion.
Operating profit decreased to HK$4.9 bilion while
a healthy operating margin of 33% was recorded.
Attributable contracted sales totalled RMB19.9 billion
for 4,500 units. As of 31 December 2019, the net
order book increased to RMB27.4 billion.

17
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Mount Nicholson

Raising the bar for luxury living, WHL's Peak
Portfolio showcases ultra-luxury, exclusivity and
scarcity. MOUNT NICHOLSON, featuring the
finest selection of ultra-luxury residences, has
seen continued interest and momentum. In
2019, four houses and three apartments were
sold for total contracted sales of HK$4.2 billion
or an average of HK$96,000 per square foot. It
remained a key contributor to Hong Kong DP
contracted sales. Alongside the Peak Portfolio, the
development pipeline also comprises the Kowloon
Tong Residential Project and the Kowloon East
Waterfront Portfolio. Currently, WHL manages
17 hotels in Mainland China, Hong Kong and the
Philippines, under the 5-star Marco Polo Hotels
and luxury Niccolo Hotels brands.

18

Wharf Real Estate Investment Company
Limited (“Wharf REIC”)

Wharf REIC, another major listed subsidiary of
Wheelock, is a premium IP company with a primary
focus on Hong Kong retail properties. Its portfolio
of IPs/hotels in Hong Kong includes Harbour City,
Times Square, Plaza Hollywood, Crawford House,
Wheelock House and The Murray. In December
2019, Wharf REIC acquired two prime assets,
namely Wheelock Place and Scotts Square, both
in the heart of the renowned Orchard Road belt of
Singapore, from the then wholly-owned subsidiary
of Wheelock and Company Limited.

Wharf REIC’'s underlying net profit eased to
HK$9.8 billion during the year.

The prolonged uncertainties and challenging
market conditions have weighed on the overall
performance of the retail portfolio. IP revenue
and operating profit slightly decreased to
HK$14.3 bilion and HK$12.5 bilion respectively.
Revenue from Harbour City (including hotels), the
largest revenue contributor to Wharf REIC, dropped
to HK$11.6 billion. Times Square and Plaza
Hollywood’s revenue amounted to HK$2.8 billion
and HK$552 million respectively.

Occupancies at Wheelock House and Crawford
House remained high on the back of prime location
and cost effectiveness. Revenue from the Central
Portfolio increased to HK$495 million and operating
profit to HK$431 million.

The ongoing headwinds are also evident in the
tourism sector, which has recorded a significant
decline in visitor arrivals since the middle of the
year. As a result, total revenue for the three hotels
at Harbour City — Marco Polo Hongkong, Gateway
and Prince — retreated by 22% to HK$1.2 bilion
and operating profit by 47% to HK$250 million.

Note: Privatisation of Wheelock Properties (Singapore) Pte.
Ltd. (formerly known as Wheelock Properties (Singapore)
Limited) was completed in November 2019 following a
scheme of Selective Capital Reduction Exercise.
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EVENT SUBSEQUENT TO THE FINANCIAL YEAR-END

Announcement — A Scheme of Arrangement

On 27 February 2020, a joint announcement in relation to a proposal for the privatisation of Wheelock and Company
Limited by Admiral Power Holdings Limited by way of a scheme of arrangement was issued. Please refer to the
announcement dated 27 February 2020 on the Company’s corporate website for further details.

19



Wheelock and Company Limited

Annual Report 2019

FINANCIAL REVIEW

() REVIEW OF 2019 RESULTS
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WHEELOCK-OWN (before consolidation of WHL and Wharf REIC)

Wheelock-Own'’s revenue for the year was HK$14,026 million, HK$3,946 million or 39% higher than the last
corresponding year. Underlying net profit was HK$3,669 million, increasing by 54% (2018: HK$2,375 million),
partly due to distortion in timing of recognition as a result of adoption of HKFRS 15. HKFRS 15 is a new
accounting policy focused on the timing of sales recognition and in effect since January 2018. It is a transition
from recognising sales at the issue of occupation permit to legal assignment. This could mean a deferral of over
half a year in recognition.

WHEELOCK GROUP

Group underlying net profit was HK$12,362 million or decreased by 6% (2018: HK$13,208 million), mainly
attributable to impairment provision of HK$4,927 million for certain development properties in Hong Kong and
Mainland China held by the Group’s subsidiaries, associates and joint ventures, partly offset by the higher
contribution from investment properties in Mainland China, gain on disposal of the O’ South malls and impact of
HKFRS 15 on development property in Hong Kong.

Group profit attributable to equity shareholders decreased by 47% to HK$9,173 million (2018: HK$17,239 million).
Excluding the fair value gain or loss of investment properties, Group attributable profit increased by 8% to
HK$12,782 million (2018: HK$11,796 million), mainly attributable to the non-recurrent deficit on reclassification of
an associate in 2018, partly offset by the decrease in Group underlying net profit.

Revenue and Operating Profit

Group operating profit increased by 9% to HK$27,243 million (2018: HK$24,934 million), despite Group revenue
remained relatively steady at HK$48,519 million (2018: HK$48,490 million), primarily driven by the investment
properties in Mainland China, impact of HKFRS 15 as mentioned above and higher interest income from the
Group’s enlarged investment portfolio, partly offset by less profit contribution from development properties
in Mainland China. If there were no HKFRS 15, Group operating profit for the year under review would have
become HK$27,562 million or decreased by 3%.

Investment Property (“IP”)

Investment property revenue and operating profit both slightly increased by 2% to HK$18,754 million (2018:
HK$18,326 million) and HK$15,177 million (2018: HK$14,825 million) respectively. In Hong Kong, revenue
and operating profit slightly decreased by 0.3% and 0.4% respectively. Amid the prevailing adverse economic
condition particularly in the fourth quarter of the year, Times Square recorded revenue and operating profit
decline of 3% and 2% respectively while Harbour City performed just at par. In Mainland China, revenue and
operating profit increased by 14% and 23% respectively, wholly benefited from the driving force of the expanding
Mainland China portfolio. Particularly, Chengdu International Finance Square (‘IFS”) and the maturing Changsha
IFS, grew revenue by 13% and 92%, respectively.

Development Property (‘DP”)

Development property revenue decreased by 6% to HK$21,982 million (2018: HK$23,283 million) while operating
profit increased by 11% to HK$9,336 million (2018: HK$8,404 million) respectively.
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In Hong Kong, recognised property sales increased by 41% to HK$13,714 million (2018: HK$9,740 million) while
operating profit increased by 101% to HK$5,531 million (2018: HK$2,754 million), mainly driven by the delivery of
residential units in OASIS KAI TAK and MONTEREY.

In Mainland China, recognised property sales decreased by 41% to HK$7,930 million (2018: HK$13,478 million),
while operating profit decreased by 36% to HK$3,594 million (2018: HK$5,596 million) with less projects
completed for recognition.

Hotels

Hotel revenue decreased by 11% to HK$2,037 million (2018: HK$2,284 million) and operating profit decreased
by 67% to HK$114 million (2018: HK$345 million) respectively. In Hong Kong, operating profit for the three
Marco Polo Hotels and the Club at Harbour City retreated by 47% while The Murray still operated at loss amid
the challenging environment during the latter half of the year. In Mainland China, the decrease of operating profit
was mainly due to the start-up loss of Niccolo Changsha and decrease in hotel management fees.

Logistics
Logistic revenue decreased by 1% to HK$2,597 million (2018: HK$2,616 million) while operating profit decreased

by 14% to HK$513 million (2018: HK$597 million), mainly resulting from lower throughput handled by Modern
Terminals Limited in Hong Kong.

Investment and Others

Investment and others revenue and operating profit increased by 54% to HK$3,465 million (2018: HK$2,245 million)
and 82% to HK$2,778 million (2018: HK$1,524 million) respectively due to higher investment income including
dividends from the Group’s enlarged investment portfolio.

Fair Value (Loss)/Gain of Investment Properties

The carrying value of the Group’s investment property portfolio as at 31 December 2019 was HK$336.8 billion
(2018: HK$341.5 billion), with substantially all stated at fair value based on independent valuation as at that date.
An attributable net revaluation loss for the year of HK$3,609 million (2018: gain of HK$5,443 million), after related
deferred tax and non-controlling interests, was charged to the consolidated income statement.

Other Net Charge

Other net charge amounted to HK$2,837 million (2018: HK$1,894 million), primarily represented the impairment
provision for certain development property projects in Hong Kong and Mainland China, partly offset by gain
on disposal of the O’'South malls. Other net charge in 2018 mainly included the deficit on reclassification of an
associate, namely, Hotel Properties Limited (‘HPL”) and net exchange losses.

Finance Costs

Finance costs amounted to HK$2,286 million (2018: HK$1,599 million). Excluding the unrealised mark-to-
market gain of HK$141 million (2018: HK$343 million) on cross currency and interest rate swaps, finance costs
increased by 25% to HK$3,956 million (2018: HK$3,155 million) before capitalisation of HK$1,529 million (2018:
HK$1,213 million), and by 25% to HK$2,427 million (2018: HK$1,942 million) after capitalisation. The Group’s
effective borrowing rate was 3.1% (2018: 2.7%) per annum.
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Share of Results of Associates and Joint Ventures

Share of profits of associates decreased by 74% to HK$412 million (2018: HK$1,585 million), mainly due
to absence of profit contribution from HPL, a former associate, since its reclassification to other long term
investments in late 2018 and lower recognition from development property projects in Mainland China coupled
with impairment losses on certain development property projects in Mainland China.

Share of profits of joint ventures decreased by 61% to HK$497 million (2018: HK$1,279 million), mainly due
to lower recognition from MOUNT NICHOLSON in Hong Kong and impairment losses on certain development
property projects in Mainland China.

Income Tax

Taxation charge was HK$6,110 million (2018: HK$6,630 million), which included deferred taxation of
HK$736 million (2018: HK$522 million) provided for the fair value gain of IP located in Mainland China.

Excluding the above deferred taxation, taxation charge decreased by 12% to HK$5,374 million (2018:
HK$6,108 million), mainly due to the decrease in operating profits from development properties in Mainland
China, partly offset by the increase in operating profit from development properties in Hong Kong and investment
properties in Mainland China.

Non-controlling Interests (“NCI”)
Profit attributable to NCI decreased by 71% to HK$2,819 million (2018: HK$9,631 million).

Profit attributable to Equity Shareholders

Group profit attributable to equity shareholders decreased by 47% to HK$9,173 million (2018:
HK$17,239 million). Earnings per share were HK$4.48 based on weighted average of 2,048 million issued
ordinary shares (2018: HK$8.43 based on 2,046 million issued ordinary shares).

Excluding the attributable net revaluation loss of investment properties of HK$3,609 million (2018: gain of
HK$5,443 million), Group profit attributable to equity shareholders increased by 8% to HK$12,782 million (2018:
HK$11,796 million).
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Set out below is an analysis of Group profit attributable to equity shareholders as contributed by each sub-group
of Wheelock and Company.

2019 2018
HK$ Million HK$ Million

Underlying net profit attributable to:

Wheelock-Own 3,669 2,375
WHL group 1,764 4,154
Wharf REIC group 6,243 6,226
Others 686 453
Underlying net profit 12,362 18,208

Attributable amount of exceptional items
(e.g. deficit on reclassification of HPL, mark-to-market and

exchange gain/(loss) on certain financial instruments, etc.) 420 (1,412)
Profit before IP revaluation (loss)/gain 12,782 11,796
IP valuation (loss)/gain (net of deferred tax) (3,609) 5,443
Profit attributable to equity shareholders 9,173 17,239

WHL'’s profit attributable to its equity shareholders for the year ended 31 December 2019 decreased to
HK$3,386 million (2018: HK$6,623 million).

Wharf REIC’s profit attributable to its equity shareholders for the year ended 31 December 2019 decreased to
HK$3,928 million (2018: HK$18,027 million).

Note: Wheelock Properties (Singapore) Pte. Ltd. (formerly known as Wheelock Properties (Singapore) Limited) has become a private limited
company since November 2019 following a scheme of Selective Capital Reduction Exercise.

LIQUIDITY, FINANCIAL RESOURCES AND COMMITMENTS

Shareholders’ and Total Equity

Shareholders’ equity increased by 7% to HK$268.0 billion (2018: HK$251.1 billion), or HK$130.81 per share
based on 2,049 million issued shares (2018: HK$122.60 per share based on 2,048 million issued shares) as at
31 December 2019.

Including NCI, the Group’s total equity increased by 1% to HK$393.7 billion (2018: HK$389.5 billion).

Assets and Liabilities

The Group’s total assets were HK$609.4 billion (2018: HK$592.6 billion). Total business assets, i.e. excluding
certain financial assets, deferred tax assets and bank deposits and cash, increased to HK$527.7 billion (2018:
HK$521.8 billion).

Geographically, the Group’s business assets in Mainland China, mainly properties and terminals, decreased to
HK$139.5 billion (2018: HK$144.5 billion), representing 26% (2018: 28%) of the Group’s total business assets.
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Investment Properties

The Group’s investment property portfolio, included in the Group’s total assets, slightly decreased by HK$4.7 billion
to HK$336.8 billion (2018: HK$341.5 billion), representing 64% (2018: 65%) of total business assets. Harbour
City (excluding the three hotels) and Times Square in Hong Kong were valued at HK$229.1 billion, representing
68% of the value of the portfolio.

Properties for Sale

Properties for sale amounted to HK$92.2 billion (2018: HK$91.4 billion), mainly comprising properties in Hong
Kong of HK$56.8 billion and Mainland China of HK$35.4 billion, which were under development or held for sale
as at 31 December 2019.

Interests in Associates and Joint Ventures

Interests in associates and joint ventures amounted to HK$57.7 billion (2018: HK$50.6 billion), mainly
represented by various development property projects undertaken in Mainland China and Hong Kong.

Deposits from Sale of Properties

Deposits from sale of properties amounted to HK$30.7 billion (2018: HK$24.8 billion) which represented deposits
from contracted sales in Hong Kong and Mainland China pending revenue recognition.

Other Long Term Investments

Other long term investments amounted to HK$46.7 billion (2018: HK$42.6 billion), including mainly the Group’s
strategic investment in Greentown China Holdings Limited of HK$5.2 billion and a portfolio of blue chips of
HK$41.5 billion held for long term growth and reasonable dividend return. The portfolio performed overall in
line with the market and no single investment is individually material to the Group’s total assets. Marking these
investments to market produced an attributable net surplus of HK$7.2 billion (2018: deficit of HK$5.0 billion)
as reflected in the other comprehensive income, within which a total of HK$0.9 billion was recycled to retained
earnings upon de-recognition, reversing attributable accumulated deficit balance of HK$3.2 billion at 2018 year
end to surplus HK$3.1 billion at end of 2019.

Debt and Gearing

The Group’s net debt decreased by 5% or HK$4.8 billion to HK$88.2 billion (2018: HK$93.0 billion) as at 31
December 2019. It comprised debt of HK$125.9 billion less bank deposits and cash of HK$37.7 billion. An
analysis of the net debt by each sub-group is shown below:

2019 2018
Net debt/(cash) HKS$ Billion HK$ Billion
Wheelock-Own 26.6 32.6
WHL group 19.0 25.6
Wharf REIC group 42.6 39.4
Others - (4.6)
Group total 88.2 93.0

Excluding the net debt of WHL group and Wharf REIC group and net cash of other groups, all of which non-
recourse to the Company and its wholly-owned subsidiaries, Wheelock-Own’s net debt decreased by HK$6.0 billion
to HK$26.6 billion (2018: HK$32.6 billion).
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As at 31 December 2019, the ratio of net debt to total equity (on a consolidated basis) decreased to 22.4%
(2018: 23.9%). Excluding the net debt/cash of WHL group and Wharf REIC group, Wheelock-Own’s net debt to
shareholders’ equity (on an attributable net asset value basis) decreased to 9.9% (2018: 13.0%).

Finance and Availability of Facilities

As at 31 December 2019, the Group’s available loan facilities and issued debt securities amounted to HK$192.0 billion
(2018: HK$184.7 billion), of which HK$125.9 billion (2018: HK$121.8 billion) were utilised. An analysis is shown
below:

Available Undrawn
Facilities Total Debt Facilities
HKS$ Billion HKS$ Billion HKS$ Billion

Wheelock-Own 65.5 34.1 31.4
WHL group 771 46.3 30.8
Wharf REIC group 49.4 45.5 3.9
Group total 192.0 125.9 66.1

Of the above debt, HK$17.4 billion (2018: HK$16.7 billion) was secured by mortgages over certain development
and investment properties and property, plant and equipment with a total carrying value of HK$60.9 billion (2018:
HK$55.2 billion).

The Group’s debt was primarily denominated in United States dollars (‘USD”), Hong Kong dollars (‘HKD”) and
Renminbi (‘“RMB”). The borrowings were mainly used to fund the Group’s properties and port investments.

The use of derivative financial instruments is strictly monitored and controlled. The majority of the derivative
financial instruments entered into by the Group were primarily used for management of the Group’s interest rate
and currency exposures.

The Group continued to maintain a strong financial position with ample surplus cash denominated principally in
RMB, HKD, USD and Singapore dollars, and undrawn committed facilities to facilitate the Group’s business and
investment activities. The Group also maintained a portfolio of listed investments with an aggregate market value
of HK$44.4 billion (2018: HK$41.3 billion) as at 31 December 2019, which is readily available for the Group’s use
when in need.

Cash Flows from the Group’s Operating and Investing Activities

For the year under review, the Group’s operating cash inflow was HK$25.5 billion (2018: HK$24.4 billion).
Together with the changes in working capital and others of HK$4.1 billion (2018: HK$20.8 billion), the net cash
inflow from operating activities amounted to HK$21.4 billion (2018: HK$3.6 billion). For investing activities, the
Group recorded a net cash outflow of HK$10.5 billion (2018: HK$30.8 billion), mainly for net cash used in the
acquisition of additional interests in subsidiaries and investment in joint ventures, and net of net cash generated
from the disposal of other long term investments and investment properties.
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Major Capital and Development Expenditures and Commitments

The Group’s major capital and development expenditures incurred, inclusive of associates and joint ventures’
attributable expenditures, in 2019 is analysed as follows:

A. Major Capital and Development Expenditure during 2019

26

Hong Kong/ Mainland
Others China Total
HK$ Million  HKS$ Million  HKS$ Million
Wheelock-Own
IP 96 - 96
DP 23,396 = 23,396
23,492 - 23,492
WHL group
IP 330 74 404
DP 5,067 8,808 13,875
Non-property and others 77 3il 108
5,474 8,913 14,387
Wharf REIC group
P 344 260 604
DP - 1,488 1,488
Non-property and others 41 43 84
385 1,791 2,176
Analysis by segment:
IP 770 334 1,104
DP 28,463 10,296 38,759
Non-property and others 118 74 192
Group total 29,351 10,704 40,055

Wheelock-Own’s expenditures for property projects amounted to HK$23.5 billion, mainly comprising
expenditures for land and construction costs of property projects in Hong Kong.

i. WHL'’s expenditures totalled HK$14.4 billion, mainly comprising expenditures for land and construction
costs of property projects in Hong Kong and Mainland China.

ii. ~ Wharf REIC’s expenditure amounted to HK$2.2 billion, mainly comprising expenditures for construction
costs of property projects in Hong Kong and Mainland China.
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Commitments to Capital and Development Expenditure

As at 31 December 2019, the Group’s major commitments to capital and development expenditures
to be incurred in the forthcoming years were estimated at HK$45.0 billion, of which HK$22.6 billion
was committed. Commitments by segments, inclusive of associates and joint ventures’ attributable
commitments, are analysed as follows:

As at 31 December 2019
Committed Uncommitted Total
HK$ Million HK$ Million HK$ Million

Wheelock-Own

DP 8,166 8,879 17,045
WHL group
IP 833 148 981
DP 9,260 8,841 18,101
Non-property and others 3,140 57 3,197
18,233 9,046 22,279
Wharf REIC group
IP 209 1,023 1,232
DP 968 3,371 4,339
Non-property and others 11 109 120
1,188 4,503 5,691
Analysis by business segment:
IP 1,042 1,171 2,213
DP 18,394 21,091 39,485
Non-property and others 3,151 166 3,317
Group total 22,587 22,428 45,015
Analysis by geographical segment:
Hong Kong IP 799 871 1,670
Hong Kong DP 8,639 8,879 17,518
Mainland China IP 241 300 541
Mainland China DP 9,755 12,212 21,967
Others 2 — 2
Properties total 19,436 22,262 41,698
Non-property and others 3,151 166 3,317
Group total 22,587 22,428 45,015

Wheelock-Own’s commitments of HK$17.0 billion are mainly related to land and construction costs of
development properties in Hong Kong.

i.  WHL's commitments of HK$22.3 billion are mainly comprised of land and construction costs of
development and investment properties of HK$19.1 billion.

ii. ~ Wharf REIC’s commitments of HK$5.7 billion are mainly comprised of HK$5.6 billion for construction
costs of development and investment properties.

iv. The commitments and planned expenditure will be funded by the respective group’s own internal

financial resources including surplus cash, cash flows from operations as well as bank and other
borrowings and pre-sale proceeds. Other available resources include other long term investments.
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() HUMAN RESOURCES

The Group had approximately 12,500 employees as at 31 December 2019, including about 2,300 employed
by managed operations. Employees are remunerated according to their job responsibilities and the market pay
trends, with a discretionary annual performance bonus as variable pay for rewarding individual performance and
contributions to the respective group’s achievement and results.

(IV)BUSINESS MODEL
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Wheelock and Company’s core businesses are Hong Kong DP and investment holding. The Group has a
substantial urban-focused land bank under management for development, which spans over Hong Kong'’s key
regions and comprises diversified product offerings to cater to different segments of customers. WHL and Wharf
REIC, both being listed companies in Hong Kong, are Wheelock’s equity investments. Apart from Hong Kong
property development, logistics and hotel management, WHL also focuses on IP and DP in Mainland China.
Wharf REIC focuses on Hong Kong IP and holds a portfolio of prime IP in strategic locations, including Harbour
City, Times Square and the Central portfolio (Wheelock House, Crawford House and The Murray).

BUSINESS STRATEGY

For the Group’s core business, Wheelock and Company endeavours to continuously enhance its competitiveness
and to drive sustainable growth through:

1.  Building and maintaining a diversified and competitive land bank with timely acquisitions and constant
turning of assets;

2.  Competence in selection and acquisition, planning and design, execution, sales and marketing;
3. Building organisation and focusing professional team efforts in building brand; and

4. Exercising prudent and disciplined financial management to ensure sustainability at all times.



Wheelock and Company Limited

Annual Report 2019

CORPORATE GOVERNANCE REPORT

(A) CORPORATE GOVERNANCE STRUCTURE

The Group’s current corporate governance, risk management and internal control framework can be
diagrammatically shown as below:

> Shareholders Mo == = == o mm o m el | Other Stakeholders
Investing Public
T Employees
Customers
. Creditors
Board of Directors [« > Chairman S Banks
Bondholders
1 Regulators
Company | [ _____ | Whistleblowing |
1 |
Secretary 1 system |
Remuneration Audit Nomination
Committee Committee Committee
A
. Finance Financial Audit
Risk Management Committee Department
External and Internal Internal
Auditors Control Auditors )
Committee Project Cost
Audit Department

5

Divisional Risk
Management
and Internal
Control
Committees

(B) CORPORATE GOVERNANCE PRACTICES

During the financial year ended 31 December 2019, all the code provisions set out in the Corporate Governance
Code (the “CG Code”) in Appendix 14 of the Rules Governing the Listing of Securities (the “Listing Rules”) on The
Stock Exchange of Hong Kong Limited (the “Stock Exchange”) were met by the Company, with the exception
of two deviations, namely, (i) Code Provision A.2.1 (the “First Deviation”) providing for the roles of chairman and
chief executive to be performed by different individuals; and (i) Code Provision F.1.3 (the “Second Deviation”)
providing for the company secretary to report to the board chairman or the chief executive.

The reason for the First Deviation from the relevant Code Provision is stated under section (E) below. Regarding
the Second Deviation, the Company Secretary of the Company has for some years directly reported to, and
continues to report to, the Deputy Chairman of the Company, which is considered appropriate and reasonable
given the size of the Group. In the view of the Directors, this reporting arrangement in no way adversely affects
the efficient discharge by the Company Secretary of his job duties.
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