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Chairman’s Statement
TR

The Vision of LT Commercial Real
Estate

On behalf of the board (the “Board”) of director
(the “Director”) of LT Commercial Real Estate
Limited (the “Company”), I hereby present the
interim report of the Company and its subsidiaries
(which are together referred to as the “Group”)
for the six months ended 30 June 2018 (the
“Period”).
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Yang, Longfei
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Chairman

]

Half Year Review

In the first half of 2018, the overall economic situation of the People’s
Republic of China (“PRC” or “China”) remained stable, despite the
increasing trade conflicts between China and United State of America
(“US”). The Chinese government continues to strengthen the
implementation of the “One Belt One Road” principle to stimulate
and foster Asian and global economic development, of which Hebei
Province, one of the key development areas under this policy, has
been the Group’s strategic investment region. I believe that the related
policy will bring in long-term and enormous strategic significance
for the Group and provide new momentum for the Group’s future
development. With the completion of acquisition of two properties
in Hebei Province, namely Tangshan Pelagic Mall and Shijiazhuang
Lerthai Centre during the Period, I am confident that the Company

has stepped into an important milestone for its development.
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Property Investment and Real Estate Development

Property Investment and Real Estate Development in China

Tangshan Lerthai City is a large-scale mixed use complex of the
Group. It is located in the western part of Tangshan and close to
Tangshan’s High-speed Railway station and accessible to Beijing-
Tangshan Inter-city Railway. This project has a gross floor area (“GFA”)
of approximately 8,988,000 sq. ft.. It comprises residential towers,
regional shopping mall, hotels, office towers, apartments, catering
facilities, entertainment facilities and car-parking ports. With the
opening of Zones A, B and C of Tangshan Lerthai City’s shopping
mall, it is believed that the Tangshan Lerthai City enhanced the
Group’s rental and retail property portfolio in terms of the leasable
areas. This shall provide a more steady cash flow from operations to
support to the Group’s recurring income in the future. The Group
will continue to adjust the tenants mix to maximize the rental income.

Tangshan Pelagic Mall is a commercial complex with a GFA of
approximately 1,134,000 sq. ft. are held for leasing purpose, as well
as for office use by the Group. Tangshan Pelagic Mall is located in
a popular business and entertainment district of Tangshan, Hebei
Province surrounded by high-end residential real estate projects of
renowned property developers in the PRC. With the acquisition of
this shopping mall, there will be a stable cash inflow generated for the
support of the Group’s future development.

Handan Lerthai City, a large-scale commercial mixed use complex
of the Group, located at the central business district of the Handan
City. The renowned Chuancheng Street is a historical avenue of the
city. Handan is famous for being a city of international fame, with
a vivid historic heritage as home to the birth of Qin Shi Huang,
the first Emperor in China who unified China and later built the
Beijing section of the Great Wall. The commercial section of Handan
Lerthai City aims to rebuild the cityscape to rejuvenate the 3,000-year
cultural significance of Handan with a contemporary touch around
Chuancheng Street. This Chinese landmark is so named since the
ancient time of the Seven Warring States some 3,000 years ago. This
project has a planned GFA of approximately 3,037,000 sq. ft. with
a prestigious regional complex for tourism. It also comprises mega
commercial facilities, leisure shopping, luxurious hotel, quadruple
courts, as well as a wide range of dining, entertainment and sports
venues. The retail shopping mall portion of the Handan Lerthai City is
scheduled to open in late 2018 or early 2019.

“Lerthai Jiayuan”, a residential project in Handan City with a planned
GFA of approximately 3,335,000 sq. ft., obtained the pre-sale permit in
the fourth quarter of 2016. The Group expected that the residential
units will be delivered to buyers in late 2018 or early 2019.

Shijiazhuang Lerthai Centre is a commercial complex with a GFA
of approximately 5,969,000 sq. ft.. It comprises a tower phase
of approximately 2,144,000 sq. ft. and a shopping mall phase of
approximately 3,824,000 sq. ft.. The tower phase is used as offices and
hotel while the shopping mall phase comprise shops and car parking
lots. The acquisition of this property enhanced a stable capability of
revenue generation and cash flows to the Group.
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Property Investment and Real Estate Development in the US

The Group’s overseas project, namely the Lerthai Platinum Centre,
in Anaheim, Orange County, California, US, has a site area of
approximately 632,000 sq. ft.. This project was planned to build a
regional mixed use complex comprising premium residential units
and multipurpose commercial facilities. However, in view of the rising
political and economic disputes among US and other countries, there
is an uncertainty on carrying business in US. To mitigate the risk of
property development, the Group decided to put this project on hold
and to search for other possibilities.

Besides, the Group also invested in another retail properties in the
US, namely, the South Hills Plaza which was located in the City of
West Covina, California, US. South Hills Plaza is a retail shopping
mall with a total GFA of approximately 382,000 sq. ft.. This property is
an investment property of the Group and generating stable recurring
rental income.

Financial Services Businesses

Lerthai Capital Group currently holds Type 1, 2, 4 and 9 Licenses of
the Securities and Futures Commission of Hong Kong to carry out
regulated activities in the financial services sector. During the Period,
a subsidiary was set up in Qianhai, Shenzhen, aimed at creating a
channel for overseas investors to invest in PRC onshore projects. The
Group is actively exploring potential development of real estate funds
with the introduction any other qualified investors if market window
and situation is available in future.

Outlook

LT Commercial Real Estate will continue adhere to the mission
of improving urban life, and “one city, one landscape, and one
landmark” strategy in developing our landmark mixed use complex
to create its unique market value for stakeholders in pursuit of quality
consumerism.

Besides, the Group endeavours to continue to identify quality land
replenishment opportunities by evaluating quality investment projects
to create long term stakeholders and shareholders values.

Last but not least, I would take this opportunity to express my sincere
gratitude to the members of the Board and the Management teams, as
well as our employees around the globe for their contributions during
the Period.

Yang, Longfei
Chairman
Hong Kong, 31 August 2018
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Management Discussion and Analysis
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Note: Below comparative figures were restated to include Lerthai International Holdings
Limited (“Lerthai International”) and Greatpro Holdings Limited (“Greatpro”)
upon the completion of very substantial acquisition on 20 April 2018. For details,

please refer to note 3 of the condensed consolidated financial statements.

Business Review

The first half of the 2018 remained uncertain with rising trade
tensions and conflicts. The impact of China-US trade war on Chinese’s
products has yet to fully surface. China’s GDP achieved a growth rate
of 6.8% in the first half of 2018, exceeding the expectation of 6.5%.
Against the backdrop of uncertain macro-economic environment,
the Group completed the acquisition of two properties in the PRC,
namely Tangshan Pelagic Mall and Shijiazhuang Lerthai Centre on 20
April 2018 and continues to progress steadily.

Review by Segment
Real Estate Business in Tangshan, the PRC

Tangshan Lerthai City

Tangshan Lerthai City, a large-scale mixed use complex, situated in
the western part of Tangshan which is adjacent to the Tangshan High-
speed Railway station and BeijingTangshan Inter-city Railway station.
This project has a GFA of approximately 8,988,000 sq. ft. comprised
residential units, regional retail shopping mall, hotels, commercial
offices, entertainment facilities and sports facilities within the mega
complexes. Tangshan Lerthai City mainly comprises (i) the Lerthai
Centre, a regional shopping mall with a total GFA of approximately
3,106,000 sq. ft.; and (ii) the residential area of a total GFA of
approximately 2,022,000 sq. ft. with approximately 1,500 residential
units.
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The Zones A, B and C of shopping mall of Tangshan Lerthai City
was officially opened with enthusiastic market response. During the
Period, the Group has fine-tuned the shop positioning of Zones A
and B of shopping mall of Tangshan Lerthai City, which resulted in
an increase in rental income. During the six months ended 30 June
2018, revenue of approximately HK$162.7 million (six month ended
30 June 2017: HK$889.2 million) was generated from Tangshan
Lerthai City. Most of the residential units of Towers 4, 6, 7, 8 and 9
were delivered and recognised as revenue last year and the remaining
towers not yet delivered to the buyers, thus there was a significant

decrease in revenue from Tangshan Lerthai City during the Period.

Tangshan Pelagic Mall

Tangshan Pelagic Mall is a commercial complex with a total GFA of
approximately 1,167,000 sq. ft., of which a total GFA of approximately
33,000 sq. ft. have been sold, and the remaining approximately
1,134,000 sq. ft. are held by Tangshan Pelagic for leasing purpose, as
well as for office use by the Group. Tangshan Pelagic Mall is located
in a popular business and entertainment district of Tangshan, Hebei
Province surrounded by high-end residential real estate projects of
renowned property developers in the PRC. During the six months
ended 30 June 2018, revenue of approximately HK$116.9 million (six
month ended 30 June 2017: HK$84.7 million) was generated from
Tangshan Pelagic Mall.

Real Estate Business in Handan, the PRC

Lerthai Jiayuan

The residential project “Lerthai Jiayuan” obtained pre-sale permit
in the forth quarter of 2016 and commenced the pre-sale since last
year. As at 30 June 2018, the Group received pre-sale deposits of
approximately HK$1,563 million. Deposits was recorded as “Contract
liabilities” in the Condensed Consolidated Financial Statements. The
Group expected that the project will be completed and delivered in
late 2018 or early 2019.
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Handan Lerthai City on Chuancheng Street

Handan Lerthai City, a large-scale mixed use complex, located at
the central business district in Handan City, Chuancheng Street is
situated north of Renmin Road, south of Congtai Road, east of Lingxi
Street and west of Congtai Park. This project has a planned GFA of
approximately 3,037,000 sq. ft. with regional shopping mall, hotels,

tourism facilities and mega commercial space.

The regional shopping mall of the Handan Lerthai City is scheduled
for official opening in late 2018 or early 2019. Currently, we have been
actively attracting and selecting high quality tenants so as to maintain

a diverse mix of tenants and to assure an optimised tenancy mix.

Real Estate Business in Shijiazhuang, the PRC

Shijiazhuang Lerthai Centre is a commercial complex with a GFA
of approximately 5,969,000 sq. ft.. It comprises a tower phase
of approximately 2,144,000 sq. ft. and a shopping mall phase of
approximately 3,824,000 sq. ft.. The tower phase is used as offices
and hotel while the shopping mall phase comprise shops and car
parking lots. During the six months ended 30 June 2018, revenue of
approximately HK$262.4 million (six month ended 30 June 2017:
HK$133.2 million) was generated from Shijiazhuang Lerthai Centre.

Real Estate Business in West Covina, the US

The South Hills Plaza, located in the City of West Covina, California,
the US which covers a total GFA of approximately 382,000 sq. ft.
which mainly comprising (i) the retail shopping mall with GFA of
approximately 121,000 sq. ft.; and (ii) parking space of 456 units. This
property is being held by the Group as an investment property for its
rental income with the occupancy rate of approximately 98% as at
30 June 2018. During the six months ended 30 June 2018, revenue
of approximately HK$7.6 million (six month ended 30 June 2017:
HK$7.0 million) was generated from South Hills Plaza.

Real Estate Business in Anaheim, the US

The site is located in Anaheim, California, US near the California
Disneyland, with a site area of approximately 632,000 sq. ft.. This
project is originally expected to turn into a regional modern complex,
namely Lerthai Platinum Centre. In view of the rising political
and economic disputes among US and other countries, there is
an uncertainty on carrying business in US. To mitigate the risk of
property development, the Group decided to put this project on hold

and to search for other possibilities.
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Prospect

In the first half of 2018, China’s GDP achieved a growth rate of 6.8%,
which was exceeded the expectation of 6.5%. Yet, the China-US trade
dispute may have impact on China’s economic growth. However,
given that the Chinese government’s economic transformation and
financial de-leveraging policy, the Group remains optimistic of the

real estate industry in the PRC.

On 31 July 2018, the Group submitted the application of the issuance
of asset-backed securities (“ABS”) on Shanghai Stock Exchange.
The ABS could allow the Group to (i) add the desirous funding for
business development, to meet the Group’s liquidity requirements
and to meet liquidity development needs, and to diversify the funding
sources of the Group; (ii) optimize the assets structure, increase
capital efficiency and enhance operational capabilities; and (iii) have
the opportunity for real estate investment trusts (REITs) in the future
to expand the group’s business model of light assets. The ABS is an
alternative form of financing in addition to equity and debt financings
which the Group will consider as one of the fund-raising channels in

future.

Financial Review

During the period under review, total revenue of the Group was
HK$549.5 million (six months ended 30 June 2017: HK$1,114.0
million). The decrease in revenue for the six months ended 30 June
2018 was mainly due to most of the residential units of Tangshan
Lerthai City were delivered and recognised as revenue in the
corresponding period last year and the remaining towers not yet
delivered to the buyers during the Period, offset by the growth in

rental income during the Period.

Other income, expenses, gains and losses increased to net gain of
HK$61.2 million for the year (six months ended 30 June 2017: net
gain of HK$41.8 million). The increase was primarily due to the
increase in interest income from bank deposits and change in fair
value of convertible bonds designated at fair value through profit or

loss, offset by the decrease in exchange gain.

The Group recorded an increase of fair value of the investment
properties of HK$962.9 million (six months ended 30 June 2017:
HK$374.4 million), mainly contributed by the capital appreciation of
Tangshan Lerthai City during the Period.
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Selling and marketing expenses decreased to HK$9.9 million (six
months ended 30 June 2017: HK$21.7 million). Since most of the pre-
sale activities for Tangshan Lerthai City and Handan projects were

completed in 2017, the promotion scale had been downsized.

Administrative expenses amounted to approximately HK$107.0
million (six months ended 30 June 2017: HK$82.5 million). The
increase was primarily due to the professional fee incurred for

acquisition of Lerthai International and Greatpro during the Period.

Finance costs recognised as expenses for the year were HK$469.0
million (six months ended 30 June 2017: HK$291.5 million). The
increase was mainly due to the interest charged for certain banking

facilities, which was drawdown in the second half of 2017.

As a result of the various factors outlined above, the profit for the year
attributable to owners of the Company was approximately HK$577.7
million (six months ended 30 June 2017: HK$189.5 million).

Liquidity and Financial Resources

As at 30 June 2018, the Group’s cash and cash equivalents
maintained at approximately HK$261.4 million (31 December 2017:
approximately HK$396.4 million). The current ratio was 0.57 times (31
December 2017: 0.58 times) as at 30 June 2018.

The Group’s gearing ratio was 46.6% (31 December 2017: 45.7%),
which is calculated based on the Group’s total interest-bearing
borrowings of approximately HK$12.7 billion (31 December 2017:
HK$12.7 billion) to total assets of approximately HK$27.3 billion (31
December 2017: HK$27.7 billion).

Cash Flow Management and Liquidity Risk

The objective of liquidity risk management is to ensure that the
Group always has sufficient cash to repay its maturing debt, perform
other payment obligations and meet other funding requirements for

normal business development.

The Group’s liquidity management involves the regular cash flow
forecast and the consideration of its liquid assets level and new

financings necessary to meet future cash flow requirements.

With banking and controlling shareholder’s facilities in place and
the recurrent income generation from its operations, the Group has
adequate financial resources in meeting the funding requirements for

its ongoing operations as well as its future expansion.
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Foreign Exchange Exposure

The Group’s investment, assets and liabilities are mainly denominated
in Hong Kong dollar (*“HKS$”), Renminbi (“RMB”), Euro (“EUR”)
and United States dollar (“US$”) and no hedging has been made
during the Period. The revenue to be generated from the PRC’s
operations will be denominated in RMB, while the convertible bonds,
senior notes and bonds of the Group are denominated in HK$ and a
bank borrowing is denominated in EUR. The Group will continue to
monitor closely its exposure to exchange rate and interest rate risks,
and may employ derivative financial instruments to hedge against risks

when necessary.

Charge of Assets

As at 30 June 2018, the Group’s facilities and other loans of
approximately HK$12.0 billion (31 December 2017: HK$11.2 billion)
were pledged with investment properties, property, plant and
equipment, properties under development for sales, properties held
for sale and cash and deposits with an aggregate carrying amount of
approximately HK$20.8 billion (31 December 2017: HK$21.1 billion).

Capital Commitment and Contingent Liabilities

As at 30 June 2018, the Group’s contingent liabilities amounted to
approximately HK$1,256.5 million (31 December 2017: HK$669.4
million) relating to guarantees given by the Group to financial
institutions on behalf of our purchasers of our property units in the
PRC in relation to which the related Building Ownership Certificate
(FEER) had not yet been issued at 30 June 2018 (and such guarantees
will be released upon the issuance of the Building Ownership
Certificate). The guarantees were secured by the Group’s pledged
bank deposits amounting to HK$25.5 million (31 December 2017:
HK$24.4 million).

As at 30 June 2018, the Group issued financial guarantees to banks
in respect of banking facilities granted to related parties and third
parties with an aggregate amount of approximately HK$910.3 million
(31 December 2017: HK$923.2 million). The amount represents the
aggregate amounts that could be required to be paid if the guarantees

were called upon in entirety.

As at 30 June 2018, the Group had contracted but not provided
for commitments for development cost and capital expenditure in
amount of approximately HK$1,070.3 million (31 December 2017:
HK$1,286.6 million).
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Employee and Remuneration Policy

The remuneration of the employees is in line with the market and
commensurate with the level of pay in the industry. Discretionary
year-end bonuses are payable to the employees based on individual
performance. Other benefits to the employees include mandatory
provident fund, medical insurance and performance related bonus.
The Group has adopted the share award scheme and share option

scheme as part of the long term incentives for the employees.

As at 30 June 2018, the Group had 371 employees (six months
ended 30 June 2017: 436 employees). Total staff costs for the Period
amounted to HK$39.4 million (six months ended 30 June 2017:
HK$51.4 million), which comprised (i) Directors’ remuneration of
HK$3.6 million (six months ended 30 June 2017: HK$3.1 million)
and (ii) staff costs (other than Directors’ remuneration) of HK$35.8
million (six months ended 30 June 2017: HK$48.3 million).

Property Valuation

The Group’s investment properties located in the US and the
PRC were revalued as at 30 June 2018 by independent qualified
professional valuers, Los Angeles Valuation Group, Inc. and Colliers
International (Hong Kong) Company Limited respectively. The
valuations were based on income capitalisation approach and residual
method by making reference to comparable market information as

available in the relevant markets.

For investment properties under development, the valuation has
also taken into account the construction costs expended and to be

expended to complete the development.

The Group’s investment properties were valued at HK$21.4 billion
as at 30 June 2018 (31 December 2017: HK$20.9 billion), an increase
in fair value of HK$962.9 million (six months ended 30 June 2017:
HK$374.4 million) was recognised in the condensed consolidated
statement of profit or loss and other comprehensive income for the

Period.
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Issue of Convertible Securities

On 20 April 2018, the Company issued the convertible securities
to Mr. Yang Longfei (“Mr. Yang”) with the principal amount of
HK$4,000,000,000 as consideration for the acquisition of the entire
issued share capital of Lerthai International and Greatpro. The
convertible securities has no maturity date, bears a coupon rate of
2% per annum and will cease to bear any coupon after the fifth
anniversary of the date of issue. During the first five years, the
coupon shall be accrued on the outstanding principal amount of the
convertible securities and payable annually subject to the Company’s
sole discretion to defer the coupon payment for a maximum period
of 10 years from the dates when the relevant coupon fall due by giving

notice to the holders.

The convertible securities with principal amount of HK$4,000,000,000
can be converted into shares at a conversion price of HK$4.5 per share
(subject to anti-dilution clauses) up to an aggregate of 888,888,888

shares.

The convertible notes are issued in HK$. However, upon issuance of
the convertible securities and throughout the period until maturity
date, the convertible securities shall be translated at the exchange
rate at the date of issuance of RMB1.00 = HK$1.23965. Any payment
in the event of redemption by the Company shall be made in RMB
by reference to the exchange rate of RMB1.00 = HK$1.23965. Any
conversion shall be made by reference to the principal amounts stated
in HK$.

Details of the convertible securities are set out in the Company’s
announcements dated 20 March 2018 and the Company’s circular
dated 28 March 2018.
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Events after the Reporting Period

Conversion of Convertible Securities

On 26 July 2018, the Company received the conversion notices from
the security holders to exercise the conversion rights attached to the
convertible securities for the principal amount of HK$250 million and
HK$730 million respectively. An aggregate of 217,777,777 conversion
shares at the price of HK$4.5 per conversion share were allotted and
issued on 26 July 2018. After the allotment and issue of the conversion
shares, an aggregate principal amount of HK$3,020 million of the

convertible securities remains outstanding.

Details of the conversion are set out in the Company’s announcement
dated 26 July 2018.

Application for the issuance of ABS

On 30 July 2018, a wholly-owned subsidiary of the Company, Tangshan
Oceancity Real Estate Development Company Limited (i LLZEF 57
Mo BHEE A FRA F]), has made the application of the issuance of ABS
on Shanghai Stock Exchange. The completion of ABS is subject to
regulatory approval and market conditions. The underlying assets of
the ABS is Tangshan Pelagic Mall located in Tangshan, PRC. The ABS

will be issued to qualified investors in PRC.

Details of the transaction are set out in the Company’s announcement
dated 30 July 2018.

Transfer of properties

Pursuant to the ruling made by Hebei Shijiazhuang Intermediate
People’s Court on 17 July 2018, Shijiazhuang Lerthai Real Estate
Development Company Limited (“SJZ Property Development”, f1 5t
7R M BREE A FRAFD), a wholly-owned subsidiary of the Company,
would transfer certain investment properties held by it to a creditor,
China Railway Construction Group Co., Ltd., to offset the construction
fees and accumulated interests payable of approximately RMB436
million due to the creditor. The book value of the captioned investment
properties as at 30 June 2018 was approximately RMB320 million

according to the unaudited accounts of SJZ Property Development.

Details of the transaction are set out in the Company’s announcement
dated 13 August 2018.
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Directors’ and Chief Executives’ Interests in the Securities
of the Company and Associated Corporations

As at 30 June 2018, the Directors or chief executives of the Company

had any interests or short positions in the shares, underlying shares

or debentures of the Company or any of its associated corporations

(within the meaning of Part XV of the Securities and Futures
Ordinance (the “SFO”)) as recorded in the register kept by the

Company under section 352 of the SFO, or as otherwise notified to

the Company and the Stock Exchange pursuant to the Model Code

for Securities Transactions by Directors of Listed Issuers contained in

Appendix 10 (the “Model Code”) to Listing Rules is as follow:
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Ordinary shares of the Company AR
Number of Shares Percentage of Issued Share
Name (ordinary share) Capacity Capital (approximately)
Eq i Jie A B H (5 38 k) Sy i 847 IBEAS 71 43 bE (BE4)
Mr. Yang (Notes 1 and 2) 254,055,888 (L) Interest of Controlled 75%
BiseA: (e K 2) Corporation
e IR
888,888,888 (L) Beneficial Owner 262%
A A
Mr. Yang Shao Xing Max (Note 3) 3,387,659 (L) Beneficial Owner 1%
B B e (ME5E3) Haa A
Ms. Zhang Yan (Note 3) 3,387,659 (L) Beneficial Owner 1%
R4+ (F5E3) Hada A
(L): Long position (L) : F8&
Notes: B5E -

The 254,055,888 shares of the Company held by China Lerthai Commercial Real
Estate Holdings Limited (“China Lerthai”), and Mr. Yang beneficially owns the
entire issued share capital of China Lerthai. By virtue of the SFO, Mr. Yang is
deemed to be interested in the 254,055,888 shares of the Company held by China

Lerthai.

The 888,888,888 shares represent the convertible securities, with the principal
amount of HK$4,000 million, issued by the Company on 20 April 2018 as
the consideration for the acquisition of entire issued share capital of Lerthai
International and Greatpro. Please refer to the Company’s announcement dated

20 March 2018 and the Company’s circular dated 28 March 2018 for details.

The shares represent the share options granted by the Company on 16 May 2016
under the Share Option Scheme.
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Save as disclosed above, none of the Directors or chief executives
of the Company had or was deemed to have any interests or short
position in the shares, underlying shares or debentures of the
Company or its associated corporations (within the meaning of Part
XV of the SFO) which were required to be recorded in the register
required to be kept under section 352 of the SFO or as otherwise
notified to the Company and the Stock Exchange pursuant to the
Model Code.

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

of the Company or its associated corporations.

Substantial Shareholders’ Interests in the Securities of
the Company

As at 30 June 2018, so far as are known to any Director or chief
executives of the Company, the following parties (other than a
Director or chief executives of the Company) had interests or short
positions in the shares or underlying shares of the Company as
recorded in the register required to be kept by the Company under
Section 336 of the SFO:

B _EAl g 4 o MR EE A A Rl iR R AT BN B
TR w B A AT AR gk 1 (7 8 JL o B I 4 fhe
PISEXVIER) Z Bty ~ AR B A SR 7 h A A 2
BEAT AL AT AR D R 5 B B e 1125 352 e A B w
JIr o ok AR S U LR A ) S M S o 2
IR

IR WA A R iR AT BN B DA R (504
Z BB /B LA T A s C AT AL AT AT SR
A ) CHAR Bk A AT s 2 R

Bk

EBBAURA A A 2 FE I

i

i SN AVE = el IR =8 % S/ B ST
BN B BRI > Ao w AR5 RS 25 B 8 19156 336
A7 BLAT 2 6T I Bk P AR 2 ) BB A7 BEAR Bl e £
A HE i BOR T 2 AN b (R EUA L Rl AT
NBBRSM) IE

Percentage of
Number of total number of
Number of underlying Shares in issue
Name of Shareholders Capacity/nature of interests ordinary share(s) held share(s) held (approximately)
(it Zhdl
L] LAY
RsA S/ iR A RERYA HIB 68 H (H#)
China Lerthai' Beneficial owner 254,055,888 (L) - 74.99%
HE R € N
Fantastic Stargaze Limited® Beneficial owner - 30,000,000 (L) 8.86%
€ N
Having a security interest in shares 254,055,888 (L) - 74.99%
FO A A
Peace Winner Limited® Having a security interest in shares 254,055,888 (L) - 74.99%
RO A AR
Huarong Overseas Investment Holdings Beneficial interest held by - 30,000,000 (L) 8.86%
Co., Limited' controlled corporation
PR R A R A A gt Bghetl 2
Having a security interest in shares 254,055,888 (L) - 74.99%
RO A A
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Percentage of
Number of total number of
Number of underlying Shares in issue
Name of Shareholders Capacity/nature of interests ordinary share(s) held share(s) held (approximately)
TSR
HH Az ani
et St/ et HALERYH HEEGEH (W)
SR A AR A Beneficial interest held by - 30,000,000 (L) 8.86%
controlled corporation
et EREy Foyi £l
Having a security interest in shares 254,055,888 (L) - 74.99%
FA A AT
ER AR ERAREE A Beneficial interest held by - 30,000,000 (L) 8.86%
controlled corporation
et EREy Foyi £l
Having a security interest in shares 254,055,888 (L) - 74.99%
FA A AT
China Huarong Asset Management Co., Ltd.”  Beneficial Interest held by - 30,000,000 (L) 8.86%
controlled corporation
MREREEEHRAARAT TR AR
Security interest held by 254,055,888 (L) - 74.99%
controlled corporation
et EEREE IS £
Ministry of Finance of the People’s Beneficial interest held by - 30,000,000 (L) 8.86%
Republic of China® controlled corporation
iEINEE I et EEREy foyi £l
Having a security interest in shares 254,055,888 (L) - 74.99%
FA A AT
JER e A A R Beneficial interest held by - 30,000,000 (L) 8.86%
controlled corporation
et EREy foyi 5ol
Having a security interest in shares 254,055,888 (L) - 74.99%
FAB e AT
Hong Kong Kam Fung Group Company Beneficial interest held by - 30,000,000 (L) 8.86%
Limited" controlled corporation
Fi i A R A T ER AR
Having a security interest in shares 254,055,888 (L) - 74.99%
FA b A AT
Sun Siu Ki! Beneficial interest held by - 30,000,000 (L) 8.86%
controlled corporation
BHAY et EEREy foyi 5ol
Having a security interest in shares 254,055,888 (L) - 74.99%
FA A AT
(L): denotes long position (L) ]
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Notes:

1. China Lerthai is wholly-owned by Mr. Yang, the chairman, chief executive officer

and executive Director of the Company.

2. China Lerthai has provided a first priority share charge in respect of the
254,055,888 shares of the Company held by it in favour of Fantastic Stargaze
Limited, a subsidiary of Huarong Overseas Investment Holdings Co., Limited,
to secure the payment obligations under the convertible notes in the principal
amount of HK$450 million issued by the Company. Fantastic Stargaze Limited is
the holder of the convertible notes of the Company in the principal amount of
HK$450 million convertible into 30,000,000 shares of the Company. Please refer to

the announcement of the Company dated 22 January 2017 for further details.

3. Peace Winner Limited is a wholly-owned subsidiary of Huarong Overseas

Investment Holdings Co., Limited.

4. Fantastic Stargaze Limited is a wholly-owned subsidiary of Huarong Overseas

Investment Holdings Co., Limited.

5. Huarong Overseas Investment Holdings Co., Limited is a wholly-owned subsidiary

of 3 T 1% A AT PRI A PR 7).

6. HEREURE S I BRITIE A is interested in 51% of equity interests in HEfl7E
165 Y2 A PR AR A PR .

7. e il BUR 1% % B A R IE/E A A is a wholly-owned subsidiary of China Huarong
Asset Management Co. Ltd.

8. Ministry of Finance of the People’s Republic of China is interested in 67.75% of

equity interests in China Huarong Asset Management Co. Ltd.

9. JHCR I AR A RN ] s interested in 40% of equity interests in T {f K
R A PR

10. JEE B W 4R A BR 22 7] is a wholly-owned subsidiary of Hong Kong Kam Fung
Group Company Limited.

11. Hong Kong Kam Fung Group Company Limited is wholly-owned by Mr. Sun Siu
Ki.

Save as disclosed above, as at 30 June 2018, the Company had not
been notified by any persons (other than Directors or chief executives
of the Company) who had interests or short positions in the shares,
underlying shares and debentures f the Company which would fall to
be disclosed to the Company under the provisions of Divisions 2 and 3
of Part XV of the SFO or which were recorded in the register required
to be kept by the Company under section 336 of the SFO.
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Purchase, Sale or Redemption of the Company’s
Listed Securities

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

securities.

Review by Audit Committee

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

condensed consolidated financial statements for the Period.

Corporate Governance

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

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

Code, except for the deviation as follows:

Under code provision A.2.1 of the CG Code, the roles of chairman
and chief executive should be separate and should not be performed
by the same individual. Mr. Yang was appointed as the chairman (the
“Chairman”) and the chief executive officer of the Company (the
“CEQO”) on 28 February 2013 and 20 March 2014 respectively. The
Group therefore did not separate the roles of the Chairman and the
CEO. The Board considered that Mr. Yang had in-depth knowledge
and experience in the property investment and development industry
and was the most appropriate person to manage the Group, therefore,
the roles of Chairman and CEO by the same individual, Mr. Yang, was

beneficial to the business prospects and management of the Group.
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Other Information

HoAt g rt

Save as the above, to the best knowledge of the Board, the Company
had complied with the code provisions in the CG Code during the
Period.

Model Code for Securities Transactions

The Company has adopted the Model Code for Securities
Transactions by Directors of Listed Issuers contained in Appendix
10 (the “Model Code”) to the Listing Rules as a code of conduct
regarding securities transactions by the Directors. Having made
specific enquiry of all Directors, all Directors confirmed that they
have complied with the required standard set out in the Model Code
throughout the Period.

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

Pursuant to Rule 13.51B(1) of the Listing Rules, the change of

information on the Directors is as follows:
Ms. Zhang Yan

o was appointed as the executive director of the Company on 1
April 2018
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Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income
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For the six months ended 30 June 2018 #E _F— )\4“F X =1 H Ik A

Six months ended 30 June
BEAH=ZTHIEATA
2018 2017
“E N\ —F b
NOTES HK$°000 HK$’000
B 5E T#u Tt
(Unaudited) (Unaudited)
(REEFER) (REEFFZ)
(Restated)
(KB HF)
Revenue Wi 4 549,522 1,114,042
Cost of sales 5 LA (137,990) (784,028)
Gross profit T 411,532 330,014
Other income, gains and losses HAbA ~ Ui ts S stE 5 61,212 41,780
Increase in fair value of investment properties 4% &4 £ F{E RS N 962,942 374,387
Selling and marketing expenses S Rl 85 B B 5 (9,915) (21,654)
Administrative expenses AT SC (106,984) (82,461)
Finance costs s 2 (468,954) (291,457)
Profit before taxation R Al ¥4 ) 6 849,833 350,609
Income tax expense S AR B S 7 (272,106) (161,122)
Profit for the period attributable to A2 WA N AN 391 P 263 )
owners of the Company 577,727 189,487
Other comprehensive (expense) income B Al % 1 (BH 2 ) WA
Item that will not be reclassified subsequently — HA& N G #3218 2
to profit or loss: JEH :
Exchange differences arising from BAEREEY E 2 WE
translation of functional currency to FEA 2 FE S 2 HH
presentation currency (151,232) 175,814
Fair value gain on financial liabilities {75 0SB 8 0 JRE A L 6 7 7
designated at fair value through profit or A ERFAREE Z
loss attributable to change in credit risk xRl AR T B AR 940 -
Other comprehensive (expense) income H A At A T (BA S2) Wie A
for the period (150,292) 175,814
Total comprehensive income for the period A2 wl#EA A REAN W 2 1
attributable to owners of the Company e A Ja 427,435 365,301
Earnings per share (HK dollars) R EA (EIT) 8
Basic HA 1.71 0.56
Diluted i 0.77 0.55

T AR
R R E A RA T
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Condensed Consolidated Statement of Financial Position
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At 30 June 2018 R —=F— )4EANH=1H

30 June 31 December
2018 2017
&)\ ZE L
AA=+H +ZA=+—H
NOTES HK$000 HK$’000
i T# T
(Unaudited) (Restated)
(REEFEZ) (Z&E51)
Non-current assets I B
Investment properties "EYE 10 21,382,844 20,872,122
Property, plant and equipment W2 ~ R B 43,361 46,556
Deposit 4 130,042 131,879
Interest receivables TS B, 56,200 25,763
Pledged bank deposits E AR RT3 1,989,468 2,015,770
Deferred tax assets RSB ol T 6,528 6,528
Other non-current assets HoAth IE B & 3,300 3,300
23,611,743 23,101,918
Current assets B
Properties under development for sales BHEs R 1,988,218 2.,247.780
Properties held for sales ERE (7S 763,036 381,076
Equity investment at fair value through A EFIABREZ
profit or loss REHERL 3,310 -
Trade and other receivables, B 5 R H A EUS B
deposits and prepayments 4 KA R 11 407,439 381,335
Amounts due from related parties JRE S B M 77 KT - 931,759
Restricted bank balances Z PRI ERAT &5 Bk 282,627 289,766
Pledged bank deposits E A RAT A K 6,898 7,075
Bank balances SRATEE R 261,446 396,397
3,712,974 4,635,188
Current liabilities N E=Ei
Trade and other payables and accruals 58 5 B HAt A HRAR K
JEGHOE 12 3,396,724 3,783,662
Deposits received from sales of properties HEYZE ClR S = 1,825,999
Contract liabilities GHAM 1,999,791 -
Amounts due to related parties JREAST IR gt 7 2k A 21,839 507,579
Amount due to a former non-controlling JEAS — [ T 28 W] — 44
shareholder of a subsidiary I I 2 B B o T 113,881 115,490
Tax payable JEAS B 17,299 26,842
Convertible bonds EEJdres 13 120,704 77,167
Bank and other borrowings SRAT S HoAth 5 3k 15 777,637 1,545,157
Senior notes s 97,295 93,297
6,545,170 7,975,193
Net current liabilities B B E (2,832,196) (3,340,005)
Total assets less current liabilities G E AR E A S 20,779,547 19,761,913
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Condensed Consolidated Statement of Financial Position
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At 30 June 2018 R =F— )4EANH=1H

30 June 31 December

2018 2017
ZE2 )\ 4 TR
AA=Z=+H +=ZH=1—H
NOTES HK$°000 HKS$’000
B 5E T#T T
(Unaudited) (Restated)
(RBFEE) (R&HE51)
Capital and reserves BA K fiti i
Share capital AR 16 498,548 498,548
Reserves T 4,523,135 5,684,340
Equity attributable to owners of the EN/NEIE 2SN ALY
Company 5,021,683 6,182,888
Perpetual capital instruments KANEEA T H 17 1,150,471 -
6,172,154 6,182,888
Non-current liabilities JER B A
Bank and other borrowings SRAT B H AR 3K 15 11,248,600 10,157,899
Convertible bonds i gidiEes 18 256,513 374,706
Convertible securities AT R RS 14 85,843 =
Bonds (e 40,520 38,871
Loans from related companies 2 B 2 R B K 18 = 263,884
Deferred tax liabilities R IE A 2,975,917 2,743,665
14,607,393 13,579,025
20,779,547 19,761,913
TE AR R 27
7R T S A PR



Condensed Consolidated Statement of Changes in Equity
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For the six months ended 30 June 2018 #E _%

—\EARNH =+ HIEAEA

Attributable to owners of the Company

ABT R ARG
Convertible (Accumulated
Share securities loss)  Perpetual
Share option Statutory equity  Exchange Merger  Revaluation retained capital
capital reserve reserve reserve reserve reserve reserve profits  instruments Total
R Qe v (Rithd) KA
123 B bl MRRME  EREE A0EG EWRE  RERN HATH ]
HKS'000 HKS$'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
T Tt T T Tt Tt T T Tt Tt
At1 January 2017 (As originally stated, ~ R-F—tE—f1—H
Audited) (15 > B%H) 498,348 69,242 = = (85,677) = - (96L157) S 920,956
Merger accounting restatement (note 3) A &7HEE I (H3) = = 5,548 - (723,063) 53,068 - 5610261 - 494581
At1 January 2017 (Restated) e ot
(&) 498,548 69,242 5,548 - (808,740) 53,068 - 5549104 - 5166770
Profi for the period AMH A - - - - - - - 189,487 - 189,487
Other comprehensive income AMFAA G
for the period - - - - 175814 - - - - 175,814
Total comprehensive income AHRATGELH
for the period - - - - 175,814 - - 189,487 - 365,301
At30 June 2017 (Unaudited, restated) ~ B=F—LFRA= 1A
(RE& > KT 408 548 69,249 5,548 - (6329) 53,068 - 5B - 5501
At1 January 2018 (As originally stated, =~ A~
audited) (R3] > B5H) 498,548 69,242 - = (60,740) - - (94,988) - 412,062
Adjustments arising from application of  [HFE 7 i e
HKFRS 9 (note 2) SR (k) - - - - - - (149%)  149% - -
Merger accounting restatement (note 3) A [ &r7HAE A (Hk3) - - 5,548 - (316979 53,068 - 6,020,189 - BTI08%
At January 2018 (Restated) RZF-N\F—f—H
(&) 498,548 69,242 5,548 - (377,119 53,068 (14996) 5,949,197 - 6,182,888
Profit for the period il - - - - - - - 811,121 - 571,127
Other comprehensive (expense) income A Hi LA M (B3¢ ) Wi
for the period - - - - (151,232) - 940 - - (150,292)
Total comprehensive (expense) income A HAfH| 2. (3 1) it 4
for the period = - - - (151,232) - 940 571,127 - 427435
Issue of convertible securities upon R T ER A
combination of entities under Bk
common control (notes § and 14) (RzksJe4) - - - 391,106 - (4049,07) = = = (87,951
Combination of entities under common SIS T &R A
control (Note) (Kzt) - - - - - (53,068) - - - (53,068)
Amount written-off upon combinadion  JEE A4
under common control (note 3) A (f:Es) - = - - - (L447,621) = - - (1,447,621)
Perpetual capital instruments granted by - FEATIEL 2 A AR
related companies (note 17) TR - - - - - - - - 1,150,471 1,150471
At30 June 2018 (Unaudited) REF-NEAAZTH
(RAEH) 498,548 69,242 5,48 3,961,106 (528,951)  (5,496,678) (14,056) 6526924 1150471 6,172,154

Note: It represents the effect of combination of Tangshan Oceancity Mall Property
Services Limited by Greatpro Holdings Limited (“Greatpro”) upon completion in
early 2018. Details please refer to the Accountants’ Report of Greatpro included in

the Company’s circular dated 28 March 2018.
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Condensed Consolidated Statement of Cash Flows
BHHFEGHERER

For the six months ended 30 June 2018 #E _F— )\4“F X =1 H Ik A

Six months ended 30 June

BEANH =T HIEAMA

2018 2017
“E N\ ZE L
HK$°000 HK$’000
T#t Tt
(Unaudited) (Unaudited)
(REEFE ) (RAEZ)
(Restated)
(KEEF)
Net cash from operating activities RARBER BT 535,581 492,769
Net cash used in investing activities R B 75 2 Bl a3 A
Interest received ERLE 157 549
Additions to investment properties BE R n (97,388) (786,642)
Additions to property, plant and equipment 43¢ ~ iS5 R 20 & = (4,763)
Placement of pledged bank deposits B B SRAT A7 3K (3,203) (37,562)
Release of pledged bank deposits R CHE AR AT A7 3K 1,659 12,944
Placement of restricted bank balance 175 5 PRI ERAT 45 Bk = (34,624)
Release of restricted bank balance fiFR R 52 BRI SR AT 45 B - 26,689
Repayment from related parties A< B BT R R 437,068 723,443
Advance to related parties T [0 W7 P K (715,558) (276,080)
Repayments from tenants HLF 223K 13,608 -
Loan to tenants [l FH 5 1) B (12,153) -
(375,810) (376,046)
Net cash used in financing activities F A Rl 3 75 =2 B 4 1R B
New bank and other borrowings raised AR AR ARAT R HA S 2 A 1,395,701 404,600
Repayment of bank and other borrowings TR SRAT S HAR A 3K (947,922) (547,972)
Repayment of convertible bonds e AT R B (80,000) (385,000)
Loan from a related company A — i B T B 535,854 443765
Repayment on loan from a related company  fE# F — [H B2 7 B3k (369,187) (296,475)
Net proceeds on issuance of convertible BEAT R AR I A K TH AR
bonds - 439,030
Interest paid EAFLE (472,662) (338,135)
Advances from related parties A B B G T7 R BGR = 403,795
Repayments to related parties 1] G 7 72 K - (179,860)
Repayment to a former shareholder 1] — i BRI 2> 7] 2
of a subsidiary — %4 i R 3K (331,926) —
Loan from tenants A B B &R 2,412 =
Advance to tenants RIS - (19,784)
Placement of pledged bank deposits 8 TR AT A7 3K - (214,007)
Placement of restricted bank balance 1B 3 PR ERAT 45 3k = (24)
(267,730) (290,067)
Net decrease in cash and cash equivalents 4 B B 4 A6 JE H I A 15 (107,959) (173,344)
Cash and cash equivalents at 1 January R—H—HZB&ERBRE&EFMEEH 396,397 350,032
Effect of foreign exchange rate changes 41N IEE % 58 )y 2 3 2 (26,992) 7,769
Cash and cash equivalents at 30 June RAH=+H2ZBERBAEEHEIER
represented by VSWIE-Y]
Bank balances SRITEE B 261,446 184,457
R 29
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Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 June 2018 #E _F— )\4“F A H =1 H Ik A A

30

BASIS OF PREPARATION

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

The financial information relating to the year ended
31 December 2017 that is included in these condensed
consolidated financial statements as comparative information
does not constitute the Company’s statutory annual consolidated
financial statements for that year but is derived from those
financial statements. Further information relating to these

statutory financial statements is as follow:

The Company has delivered the financial statements for the
year ended 31 December 2017 to the Registrar of Companies
as required by section 662(3) to the Hong Kong Company

Ordinance (the “Company Ordinance”).

In preparing the condensed consolidated financial statements,
the directors of the Company have given due and careful
considerations to the future liquidity of the Group in light
of the Group’s current liabilities exceeds current assets by
approximately HK$2,832,196,000 as at 30 June 2018. The
directors of the Company have carefully assessed the Group’s
liquidity position. Having taken into account (i) the estimated
proceeds from the sales of properties in the next twelve
months from the end of the financial year; (ii) undertaking
from certain creditors to postpone the settlement of debts of
approximately HK$282,011,000 due to those creditors to a
date after twelve months from the end of the current reporting
period; (iii) the deposits received from sales of properties of
HK$1,999,791,000 that do not expect to have a cash outflow
impact; (iv) the available facility provided by a related company
controlled by Mr. Yang; and (v) agreement reached with a
creditor subsequent to the end of the current reporting period
to settle the HK$498,796,000 due to that creditor by transfer of
certain investment properties held by the Group, the directors
of the Company are satisfied that the Group will have sufficient
working capital for its present requirements. Accordingly,
the condensed consolidated financial statements have been

prepared on a going concern basis.
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Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 June 2018 #E _F— )\4“F X =1 H Ik A

PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been
prepared on the historical cost basis except for investment
properties and certain financial instruments, 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

In the current interim period, the Group has applied, for the
first time, the following new and amendments to HKFRSs 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
HKEFRS 15 Revenue from Contracts with Customers and
the Related Amendments

HK (IFRIC) - Interpretation 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

The new and amendments to HKFRSs have been applied
in accordance with the relevant transition provisions in the
respective standards and amendments which results in changes
in accounting policies, amounts reported and/or disclosures as

described below.
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Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 June 2018 # % —.

2. PRINCIPAL ACCOUNTING POLICIES

32

(continued)

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 and has used the practical expedient for all contract
modifications that occurred before the date of initial
application, the aggregate effect of all of the modifications
was reflected at the date of initial application. 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:

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

. Step 2: Identify the performance obligations in the contract
o Step 3: Determine the transaction price

o Step 4: Allocate the transaction price to the performance

obligations in the contract

. Step 5: Recognise revenue when (or as) the Group satisfies a

performance obligation
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For the six months ended 30 June 2018 #E _F— )\4“F X =1 H Ik A

2. PRINCIPAL ACCOUNTING POLICIES
(continued)

2.1 Impacts and changes in accounting policies
of application on HKFRS 15 Revenue from
Contracts with Customers (continued)

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

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.

Control is transferred over time and revenue is
recognised over time by reference to the progress
towards complete satisfaction of the relevant
performance obligation if one of the following

criteria is met:

o the customer simultaneously receives and
consumes the benefits provided by the Group’s

performance as the Group performs;

o the Group’s performance creates and
enhances an asset that the customer controls as

the Group performs; or

o the Group’s performance does not create an
asset with an alternative use to the Group and
the Group has an enforceable right to payment

for performance completed to date.

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

good or service.
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2.

34

PRINCIPAL ACCOUNTING POLICIES 2. FEEFFIBUR(H)

(continued)

2.1 Impacts and changes in accounting policies
of application on HKFRS 15 Revenue from
Contracts with Customers (continued)

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

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 the customer.

The Group recognises revenue from the following

major sources:
o Sale of properties;

. Leasing of commercial properties, office

premises and car parks; and
o Rendering of property management services.

For property development and sales contract for
which the control of the property is transferred at
a point of time, revenue is recognised when 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.

For property management services contract for which
the service is simultaneously received and consumed
by customer over time, revenue is recognised over
time by reference to the progress towards complete

satisfaction of the relevant performance obligation.
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For the six months ended 30 June 2018 #E _F— )\4“F X =1 H Ik A

2. PRINCIPAL ACCOUNTING POLICIES
(continued)

2.1 Impacts and changes in accounting policies
of application on HKFRS 15 Revenue from
Contracts with Customers (continued)

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

Existence of significant financing component

In determining the transaction price, 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 (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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2. PRINCIPAL ACCOUNTING POLICIES

36

(continued)

2.1 Impacts and changes in accounting policies
of application on HKFRS 15 Revenue from
Contracts with Customers (continued)

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

2. EEEHHECR (%)

2.1 A MBS HE ISR 1 59E

K E G 2 W e wE
WA (4]

219 B IKIEH B A R 55 15
I A R B B

IR 9t —F — /\4F—H—H
Z T WA BT IR LR A1 BT e
SR 2R o W mFTA KRR
BB LIAE

included.
Carrying
amounts
restated Carrying
under merger amounts under
accounting at HKEFRS 15 at
31 December 1 January
2017  Reclassification Remeasurement 2018*
/S 3 e Syi:
+ZA=Z+—H —R—HRE
HLUR & O ik i B
RS2 BRI 159%
Y T 450 [§ Vg i Z R+
Notes HK$°000 HK$°000 HK$°000 HK$’000
i53 TH#T TH#T TH#T TH#T
Current Liabilities b UE=U
Deposits received from HEWED IR
sales of properties 2 () 1,825,999 (1,825,999) - -
Contract liabilities BHATK (a) = 1,825,999 = 1,825,999
* The amounts in this column are before the adjustments * S 2 <6 R R 5 i B 5 B
from the application of HKFRS 9. HERIEEO5E 2 SRR o
(a)  Asat 1 January 2018, deposits received in advance from @ WHoFE—-AE—H—H > H%HE
customers for presale of properties of HK$1,825,999,000 EWEMmMBERRMER 2 &e
were reclassified to contract liabilities. 1,825,999,000 T H BT 0 M ZE 5 4
AfE -
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» o ke
2. PRINCIPAL ACCOUNTING POLICIES 2. ERGTHBOR ()

(continued)

2.1 Impacts and changes in accounting policies 2.1 M V8 A o iy HE RS 1598
of application on HKFRS 15 Revenue from oK %5 G # 2 W B E EE
Contracts with Customers (continued) R N ) (48
21.2 Summary of effects arising from initial application of 212 HREHEEMBEREIERFE 15

HKFRS 15 (continued) W A 5 2B W2 (A

The following tables summarise the impacts of T R At IR A B 5 o v )
applying HKFRS 15 on the Group’s condensed FI5TRE AL MR —F — /\4FN
consolidated statement of financial position as at 30 H =+ R Z x4 BRI &
June 2018 for each of the line items affected. Line HASTEZ B 2 o Wi
items that were not affected by the changes have not FIARZEE VB ZIAH o

been included.

Impact on the condensed consolidated statement of EHE IR AR A AR L3R 2 fp 2
financial position
Amounts
without

application of

As reported Adjustments HKFRS 15
R IE
B B Ol
H 155
R W HUTZ2E8M
Notes HK$’000 HK$’000 HK$’000
B T THIT T
Current Liabilities b BNy
Deposits received from YT IR
sales of properties 24 (a) - 1,999,791 1,999,791
Contract liabilities GHak (a) 1,999,791 (1,999,791) =
(a)  As at 30 June 2018, deposits received in advance from (a) W R /NFEARNH =T H > siEEY) 0 E ik
customers for presale of properties of HK$1,999,791,000 WA F 2 $:4:1,999,791,000 # 70 B 40 2 5 4
were reclassified as contract liabilities. Bl
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2. PRINCIPAL ACCOUNTING POLICIES

38

(continued)

2.2 Impacts and changes in accounting policies of

application on HKFRS 9 Financial Instruments
and the related amendments

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, (2) expected
credit losses (“ECL”) for financial assets and (3) general

hedge accounting.

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.

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
trade receivables 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 or fair value.
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2. PRINCIPAL ACCOUNTING POLICIES 2. EEEHHECR (%)
(continued)
2.2 Impacts and changes in accounting policies of 2.2 E?FH v B s i E R 2R 998
application on HKFRS 9 Financial Instruments fil T2 S AR BT e wtBUR
and the related amendments (continued) 2B ) (7))
2.2.1 Key changes in accounting policies resulting from 2.2.1 JEH 7 it BT A PRI A 9 9 2

application of HKFRS 9 (continued)

Classification and measurement of financial assets
(continued)

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

o 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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For the six months ended 30 June 2018 #E _F— )\4“F A H =1 H Ik A A

2. PRINCIPAL ACCOUNTING POLICIES 2. EEEHHECR (%)
(continued)
2.2 Impacts and changes in accounting policies of 2.2 E?FH v B s A HE R 2R 998
application on HKFRS 9 Financial Instruments il T2 S AR BT e s BUR
and the related amendments (continued) 2B ) (78)
2.2.1 Key changes in accounting policies resulting from 2.2.1 JEH 7 it BT 5 YR A 9 9 2

application of HKFRS 9 (continued)

Classification and measurement of financial assets
(continued)

In addition, the Group may irrevocably designate
a debt investment that meets the amortised cost or
FVTOCI criteria as measured at FVTPL if doing so
eliminates or significantly reduces an accounting

mismatch.

Financial assets at FVTPL

Financial assets that do not meet the criteria for
being measured at amortised cost or FVTOCI or
designated as FVTOCI are measured at FVTPL.

Financial assets at FVTPL are measured at fair value
at the end of each reporting period, with any fair
value gains or losses recognised in profit or loss. The
net gain or loss recognised in profit or loss excludes
any dividend or interest earned on the financial asset
and is included in the “other gains and losses” line

item.

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.
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For the six months ended 30 June 2018 #E _F— )\4“F X =1 H Ik A

2. PRINCIPAL ACCOUNTING POLICIES 2. EEEHHECR (%)
(continued)
2.2 Impacts and changes in accounting policies of 2.2 E?FH v B s i E R 2R 998
application on HKFRS 9 Financial Instruments fil T2 S AR BT e wtBUR
and the related amendments (continued) 2B ) (7))
2.2.1 Key changes in accounting policies resulting from 2.2.1 JEH 7 it BT A PRI A 9 9 2

application of HKFRS 9 (continued)

Impairment under ECL model

The Group recognises a loss allowance for ECL on
financial assets which are subject to impairment
under HKFRS 9 (including restricted bank balances,
pledged bank deposits, bank balances, trade and
other receivables and deposits). 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 (“I12m 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 trade
receivables. 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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2. PRINCIPAL ACCOUNTING POLICIES

42

(continued)
2.2 Impacts and changes in accounting policies of
application on HKFRS 9 Financial Instruments

and the related amendments (continued)

2.2.1 Key changes in accounting policies resulting from

application of HKFRS 9 (continued)

Impairment under ECL model (continued)

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:

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

° 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;

. 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.
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9. PRINCIPAL ACCOUNTING POLICIES 2. FEGFFIBUR(H)

(continued)
2.2 Impacts and changes in accounting policies of 2.2 E?FH v B s i E R 2R 998
application on HKFRS 9 Financial Instruments fil T2 S AR BT e wtBUR
and the related amendments (continued) 2B ) (7))
2.2.1 Key changes in accounting policies resulting from 2.2.1 JEH 7 it BT A PRI A 9 9 2
application of HKFRS 9 (continued) Bz Eral Bk ) ()

Impairment under ECL model (continued)

Significant increase in credit risk (continued)

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.

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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2.

44

PRINCIPAL ACCOUNTING POLICIES
(continued)

2.2 Impacts and changes in accounting policies of
application on HKFRS 9 Financial Instruments
and the related amendments (continued)

2.2.1 Key changes in accounting policies resulting from
application of HKFRS 9 (continued)

Impairment under ECL model (continued)

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.

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.

The Group recognises an impairment gain or loss
in profit or loss for all financial instruments by
adjusting their carrying amount, with the exception
of trade receivables where the corresponding
adjustment is recognised through a loss allowance

account.

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
requirements of HKFRS 9.
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For the six months ended 30 June 2018 #E _F— )\4“F X =1 H Ik A

2. PRINCIPAL ACCOUNTING POLICIES
(continued)

2.2 Impacts and changes in accounting policies of
application on HKFRS 9 Financial Instruments
and the related amendments (continued)

2.2.1 Key changes in accounting policies resulting from
application of HKFRS 9 (continued)

Classification and measurement of financial
liabilities

For financial liabilities that are designated as at
FVTPL, the amount of change in the fair value of
the financial liability that is attributable to changes
in the credit risk of that liability is recognised in
OCI, unless the recognition of the effects of changes
in the liability’s credit risk in OCI would create or
enlarge an accounting mismatch in profit or loss.
The remaining amount of change in the fair value
of liability is recognised in profit or loss. Changes in
fair value attributable to a financial liability’s credit
risk that are recognised in OCI are not subsequently
reclassified to profit or loss; instead, they are
transferred to retained profits upon derecognition
of the financial liability.

For non-substantial modifications of financial
liabilities that do not result in derecognition, the
carrying amount of the relevant financial liabilities
will be calculated at the present value of the
modified contractual cash flows discounted at the
financial liabilities” original effective interest rate.
Transaction costs or fees incurred are adjusted to the
carrying amount of the modified financial liabilities
and are amortised over the remaining term. Any
adjustment to the carrying amount of the financial
liability is recognised in profit or loss at the date of
modification.
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2. PRINCIPAL ACCOUNTING POLICIES
(continued)

2.2 Impacts and changes in accounting policies of
application on HKFRS 9 Financial Instruments
and the related amendments (continued)

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 and financial liabilities and other items subject
to ECL under HKFRS 9 and HKAS 39 at the date of
initial application, 1 January 2018.

2. EEEHHECR (%)

2.2 JEA W B W HE RIS 9 5
Al T2 R AR BRE RT3 et B
2R BB ()

2.2.2 B KE & il B B # 5 TEA 55 9
EPT L R B

RS B URER AR
T—/NE—H—H) REFE Y
B ¥ 5 HE ) 28 9 5% 2 A S g wl e
JUJ265 39 555 1 Ifs FEL 2945 B0 7 1 <5
B M sl B R DL R A R F
MR e (R RE) -

Retained Revaluation
profits reserve
PR ¥ s A A
Note HK$’000 HK$’000
R 5E TH#Io T
Closing balance at 31 December & ~Z&—L4E 1A
2017 — HKAS 39 and after =+ — B Z WK &R
merger accounting restatement — g R RIS 39E
Bt & BF gt i 5 % 5,934,201 =
Effect arising from initial N A v B B
application of HKFRS 9: RIS OSE A A 2 R
Remeasurement i
Fair value adjustment attributable REC Y ei T g ol
to changes in the credit risk of S EAL 2 A THE
convertible bonds ik (a) 14,996 (14,996)
Opening balance at B )NE-H—HZ
1 January 2018 &5 8% 5,949,197 (14,996)

(a) Financial liabilities designated at FVTPL

Convertible bonds issued by the Group
designated at FVTPL qualified for designation
as measured at FVTPL under HKFRS 9.
However the amount of change in the fair
value of these financial liabilities that is
attributable to changes in the credit risk of
these liabilities will be recognised in OCI with
the remaining fair value change recognised
in profit or loss. Related fair value losses
attributable to changes in the credit risk
of those liabilities of HK$14,996,000 were
transferred from the retained profits to
revaluation reserve on 1 January 2018.
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For the six months ended 30 June 2018 #E _F— )\4“F X =1 H Ik A

2. PRINCIPAL ACCOUNTING POLICIES
(continued)

2.2 Impacts and changes in accounting policies of

application on HKFRS 9 Financial Instruments
and the related amendments (continued)

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 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.
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2. PRINCIPAL ACCOUNTING POLICIES 2. EEEFHBOR (%)

(continued)

2.3 Impacts on opening condensed consolidated 2.3 M T i A 0 e I 3B A 40 il I 4
statement of financial position arising from the B AR DU 3R 7 AR 2 8
application of all new standards
As a result of the changes in the entity’s accounting R Bz b e st BORE A2 8) > 1)
policies above, the opening condensed consolidated AR S A IR DL R E S o TR
statement of financial position had to be restated. The B A B IE H TSR AY SR o

following table show the adjustments recognised for each
individual line item.

31 December
2017
(After merger 1 January
accounting 2018
restatement) HKFRS 15 HKFRS 9 (Restated)
“E L
+ZH=+—H ZE—)\4E
(AEprastE: FEBERE  FEREERE —H—H
HJit%) B 155 B (#HEH])
HKS$'000 HKS$'000 HK$'000 HKS$°000
Tt TG T TFc
Non-current assets JER B
Items with no adjustments AAEHEIEH 23,101,918 - - 23,101,918
Current assets B
Items with no adjustments AAEHEIEH 4,635,188 - - 4,635,188
Current liabilities WA
Deposits received from HEWEZ
sales of properties SR g 1,825,999 (1,825,999) - -
Contract liabilities AHAK = 1,825,999 = 1,825,999
Others with no adjustments AR 2 HAbIE 6,149,194 - - 6,149,194
7,975,193 = = 7,975,193
Net current liabilities BB EFE (3,340,005) = = (3,340,005)
Total assets less current liabilities &7 4548 I 77 85 £ 4 19,761,913 = = 19,761,913
Capital and reserves B A K ik
Share capital A 498,548 - - 498,548
Reserves fibffi 5,684,340 = = 5,684,340
Total equity attributable to AN TFHEA NELG
owners of the Company [ SR 6,182,888 - - 6,182,888
Non-current liabilities JE B A 1
Others with no adjustments RETE 2 HAMIHEA 18,579,025 = = 13,579,025
Net assets BT E 19,761,913 = = 19,761,913
48 Interim Report 2018
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MERGER ACCOUNTING RESTATEMENT

Merger accounting for business combination
involving business under common control

On 20 March 2018, Lerthai Global Commercial Real Estate
Fund SPC (“Lerthai Global SPC”), a wholly- owned subsidiary of
the Company, entered into a sale and purchase agreement (the
“Agreement”) with Mr. Yang Longfei (“Mr. Yang”), a controlling
shareholder of the Company, to acquire the entire issued share
capital of Lerthai International Holdings Limited (“Lerthai
International”) and Greatpro (collectively referred to as the
“Target Companies”). The principal activities of the Target
Companies are property development and investment and
operation of shopping malls located in the People’s Republic
of China (the “PRC”). The consideration will paid by Lerthai

Global SPC to Mr. Yang by way of issue of convertible securities.

The acquisition of the Target Companies was completed on 20
April 2018 by passing an ordinary resolution at an Extraordinary
General Meeting held on 17 April 2018. An aggregated principal
amount of HK$4,000 million of the convertible securities have

been issued to Mr. Yang.

Since Lerthai Global SPC and the Target Companies are
under common control of Mr. Yang, the acquisition has been
accounted for as business combination under common control
in accordance with Accounting Guideline 5 Merger Accounting
for Common Control Combinations (“AG5”) issued by the
HKICPA.
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MERGER ACCOUNTING RESTATEMENT
(continued)

Merger accounting for business combination
involving business under common control
(continued)

Under merger accounting, the results of the Target Companies
have been combined from the date when they first came
under the control of the Company. The assets and liabilities
of the Target Companies have been reflected at their existing
carrying values at the date of combination. No amount has been
recognised in respect of goodwill or excess of the acquirer’s
interest in the net fair value of acquiree’s identifiable assets,
liabilities and contingent liabilities over cost at the time of
common control combination, which, instead, has been

recorded in merger reserve in equity.

Accordingly, the condensed consolidated statement of profit
or loss, condensed consolidated statement of comprehensive
income, condensed consolidated statement of changes in equity
and the condensed consolidated statement of cash flows for the
six months ended 30 June 2017 have been restated to include
the assets and liabilities and the operating results of the Target
Companies as if this acquisition had been completed since
the date the Target Companies came under the control of the
Company. The condensed consolidated statement of financial
position as at 1 January 2017 and 31 December 2017 have been
restated to include the carrying amounts of the assets and
liabilities of the Target Companies had been in existence as at 1
January 2017 and 31 December 2017 as if the Target Companies
were combined from the date when they first came under the

control of the Company.
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MERGER ACCOUNTING RESTATEMENT

(continued)

Merger accounting for business combination involving

Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 June 2018 #E _F— )\4“F X =1 H Ik A

business under common control (continued)

The effect of restatements described above on the
condensed consolidated statement of profit or loss and other
comprehensive income for the six months ended 30 June 2017

by line items is as follows:

3. fffEwHEES ()

W R P IR 2605 2 2605 5
Z & astik ()
DA EESIEEE —F—BEAH S H b

18 7 2 fiij

AN
A%/T\ =]

IR F BT

At B A 2 THT A 2 3R 2

Business
Six months combination of Six months
ended 30 June entities under ended 30 June
2017 common control 2017
wz &
—BLF S e
AH=1H SR Y AH=1H
1E75 0 A HHER A O 1E75 0 A
HK$’000 HKS$’000 HKS$’000
T T T
(Unaudited and
originally stated) (Restated)
(REFY LTS (&=5)
Revenue Wi 896,126 217,916 1,114,042
Cost of sales B A (754,745) (29,283) (784,028)
Gross profit E 141,381 188,633 330,014
Other income, gains and losses HAbIA ~ et K1 3,785 37,995 41,780
Increase in fair value of BEEYISEAN TR I
investment properties 182,851 191,536 374,387
Selling and marketing expenses SE Rt S (20,633) (1,021) (21,654)
Administrative expenses B (66,485) (15,976) (82,461)
Finance costs i gl (61,342) (230,115) (291,457)
Profit before taxation R i i 179,557 171,052 350,609
Income tax expense PR B 5 (96,543) (64,579) (161,122)
Profit for the period attributable to A B N\ JEAS A 91T
owners of the Company il 83,014 106,473 189,487
Other comprehensive (expense) income Foftn 21 (B 32 ) A
Items that will not be reclassified HENEEHIE
subsequently to profit or loss: Rt ZHH -
Exchange differences arising from H TR A S iR
translation of functional currency BW AR AR
to presentation currency (9,117) 184,931 175,814
Other comprehensive (expense) A Al 2 T
income for the period (B30 et (9,117) 184,931 175,814
Total comprehensive income ALl A N AL A B
for the period attributable to ETLI N i
owners of the Company 73,897 291,404 365,301

T AR
R R E A RA T
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3. MERGER ACCOUNTING RESTATEMENT 3. afregEHEHES ()

(continued)
W R AL [ e i TE T SE 2 SEBS i
ZEreshs (8

TR E b A — B 2 M AR
BIRUL IR L BT

Merger accounting for business combination involving
business under common control (continued)

The effect of restatements on the condensed consolidated

statement of financial position as at 1 January 2017 is as follows:

Business

combination of

1 January entities under 1 January
2017  common control 2017
ZE—LAF SRR T8 e S
—H—H EWEB G —H—H
HKS$’000 HKS$’000 HKS$’000
TH#T T T
(Audited and
originally stated) (Restated)
(BT R R5) (RE5)
Non-current assets ) G
Investment properties BREYE 2,968,666 13,889,514 16,858,180
Property, plant and equipment W ~ R B 8,621 55,419 64,040
Pledged bank deposits E AR 17,323 929,829 247,152
Deferred tax assets RAEBIIA G e 22,931 = 22,931
Available-for-sale investment AT - 333 333
Other non-current assets HAb IR B EE 3,300 - 3,300
3,020,841 14,175,095 17,195,936
Current assets L) B

Properties under development for sales PR s 3 3,413,157 = 3,413,157
Properties held for sales (L YE S - 189,168 189,168

Trade and other receivables, Z 5 B HARESR
deposits and prepayments S SN 60,387 60,387 711,261
Amounts due from related parties JHE i [ 2 7 2K UE - 806,932 806,932
Restricted bank balances SZ PR SRIT 45 R 32,093 46 32,139
Pledged bank deposits EAEAMRATAE K 12,944 17,685 30,629
Bank balances RATHEBR 51,818 298,214 350,032
4,160,886 1,372,432 5,533,318
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3. MERGER ACCOUNTING RESTATEMENT

(continued)

Merger accounting for business combination involving
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business under common control (continued)

3. fffEwHEES ()

W RSL[R] 2 I IR 268 2 2605
Zathastis ()

Business

combination of

1 January entities under 1 January
2017 common control 2017
e S SER PR A el i
—H—H HREH A —H—H
HK$’000 HK$’000 HK$’000
T T T
(Audited and
originally stated) (Restated)
(883 [ 31 ) (#8H51)
Current liabilities UL £
Trade and other payables and accruals B 5 B LA AT R
JERTEIH 1,634,737 1,689,996 3,324,733
Deposits received from sales of properties HEYE Y EWiE S 1,867,809 301,993 2,169,802
Amounts due to related parties JRE A5} PR B 7 2K VE 2,788 220,232 223,020
Tax payable TERBLIE 4943 617 5,560
Convertible bonds ke 444518 = 444,518
Bank and other borrowings SRAT B HAR AR 384,168 946,844 1,331,012
Amounts due to former non-controlling JRE A5 — i W I 1 2 iy
shareholder of a subsidiary AR ROR R E = 91,729 91,729
Senior notes (gt 180,983 = 180,983
4,519,946 3,951,411 7,771,357
Net current liabilities B EAOFE (359,060) (1,878,979) (2,238,039)
Total assets less current liabilities T AR R £ 9,661,781 12,296,116 14,957,897
Capital and reserves EA R fel il
Share capital A 498,548 - 498,548
Reserves i (277,592) 4,945,814 4,668,222
Total equity attributable to owners AO TR ARG
of the Company A A 220,956 4,945 814 5,166,770
R E AR
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For the six months ended 30 June 2018 #E _F— )\4“F A H =1 H Ik A A

3. MERGER ACCOUNTING RESTATEMENT 3. afregEHEHES ()

(continued)
Merger accounting for business combination involving W R Ak [ P o TE T 2685 2 265 6
business under common control (continued) ZEFEstis (E)
Business
combination of
1 January entities under 1 January
2017  common control 2017
ZE—HAE e U TE—LAE
—H—H EWEL AT —H—H
HKS$’000 HK$°000 HK$’000
T T TH#TT
(Audited and
originally stated) (Restated)
(B8SER% KR (K8E71)
Non-current liabilities B A
Rental deposit received B RS 677 - 677
Bank and other borrowings SRAT B EAM A K 2,037,182 5,190,045 7,227,227
Bonds &% 38,660 = 38,660
Senior notes BREE 90,309 = 90,309
Loans from related companies A B A AR 212,881 - 212,881
Deferred tax liabilities R A R 61,116 9,160,257 9,221,373
2,440,825 7,350,302 9,791,127
2,661,781 12,296,116 14,957,897
The effect of restatements to the Group’s equity on 1 January FEER b4~ H — H 2 A EEREL
2017 is summarised below: RSB
Business
combination of
1 January entities under 1 January
2017  common control 2017
e S SEf PR A e S ot 3
—H—H HERERA O —H—H
HK$’000 HK$°000 HK$’000
T Tl T
(Audited and
originally stated) (Restated)
(B3B8 KR (%8 %)
Share capital A 498,548 - 498,548
Share option reserve JEFBCHE e s 69,242 = 69,242
Statutory reserve TR fife - 5,548 5,548
Exchange reserve TEE 5 e (85,677) (723,063) (808,740)
Merger reserve &tk - 53,068 53,068
(Accumulated losses) retained profits (R FHEH) R B 6 (261,157) 5,610,261 5,349,104
220,956 4,945,814 5,166,770
54 Interim Repo‘rt 2018 o
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For the six months ended 30 June 2018 #E _F— )\4“F X =1 H Ik A

MERGER ACCOUNTING RESTATEMENT 3. afregsEHEHES(H)

(continued)
W R AL ] e i TE T SE 2 SEBS S i
Z A5 eshs (8

HABR —F—-LE+ A=+ —H W
BRE MBR DGR Z BT

Merger accounting for business combination involving
business under common control (continued)

The effect of restatements on the condensed consolidated
statement of financial position as at 31 December 2017 is as

follows:

Business
combination of
31 December

entities under 31 December

2017  common control 2017
e SRS 8 “E b
+ZA=t—H AWEKAE  +tTA=t—H
HK$°000 HK$'000 HK$°000
Tk T Tk
(Audited and
originally stated) (Restated)
(RFB 5T (BHE5)
Non-current assets ;{F {;@ﬂ g%
Investment properties BEWE 5,146,150 15,725,972 20,872,122
Property, plant and equipment ERY NG 8,337 38,219 46,556
Deposits S - 131,879 181,879
Interest receivables TR - 25,763 25,763
Pledged bank deposits EHEITERIT I 24,373 1,991,397 2,015,770
Deferred tax assets EALRIVE G e 6,528 = 6,528
Other non-current assets HA IR B 3,300 - 3,300
5,188,688 17,913,230 23,101,918
Current assets BB

Properties under development for sales s E Y 2,247,780 - 2,247,780
Properties held for sales FHEH &Y 202,608 178,468 381,076

Trade and other receivables, deposits and B 5 BB RO
prepayments 1 BB R 240,791 140,544 381,335
Amounts due from related parties JRENST B3 2RI - 931,759 931,759
Restricted bank balances PRI HRAT R R 283,384 6,382 289,766
Pledged bank deposits EAEARATIEK - 7,075 7,075
Bank balances RATHSER 106,979 989,418 396,397
3,081,542 1,553,646 4,635,188

T AR
R R E A RA T
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For the six months ended 30 June 2018 #E _F— )\4“F A H =1 H Ik A A

3. MERGER ACCOUNTING RESTATEMENT

(continued)

Merger accounting for business combination involving

business under common control (continued)

3. HffEwHEES ()

W RSL[R] 2 I TN 2685 2 2605
Z & tastis ()

Business

combination of

31 December entities under 31 December
2017 common control 2017
e S SER PR A ZE A
+-H=1+—H HERELAH  TZH=1—H
HK$’000 HK$’000 HK$’000
T T T
(Audited and
originally stated) (Restated)
(8B H J R F ) (K8 51)
Current liabilities UL £
Trade and other payables and accruals B 5 B LA AT R
JEFT IR 2,062,180 1,721,482 3,783,662
Deposits received from sales of properties HEWEZ SRS 1,540,414 285,585 1,825,999
Amounts due to related parties JRE 15T BRI 1y K 18,076 489,503 507,579
Tax payable TERBLIE 9,356 17,486 26,842
Convertible bonds mELYe 77,167 = 77,167
Bank and other borrowings SRAT B E A AR 837,806 707,351 1,545,157
Amounts due to former non-controlling Ao — I WS ) 2 i
shareholder of a subsidiary IR R K IE = 115,490 115,490
Senior notes ot 93,297 = 93,297
4,638,296 3,336,807 7,975,193
Net current liabilities B EAOEE (1,556,754) (1,783,251) (3,340,005)
Total assets less current liabilities AR R £ 3,631,934 16,129,979 19,761,913
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For the six months ended 30 June 2018 #E _F— )\4“F X =1 H Ik A

3. MERGER ACCOUNTING RESTATEMENT 3. afregsEHEHES(H)

(continued)
Merger accounting for business combination involving W R Ak ) P i TE T 2685 < 265 6
business under common control (continued) Za etk (E)
Business
combination of
31 December entities under 31 December
2017  common control 2017
“E LA SER PR A “E LA
+ZH=+—H HRERAN  TZA=1T—H
HK$’000 HK$’000 HK$°000
T T T
(Audited and
originally stated) (Restated)
(BeSER% K R (%%
Capital and reserves EA L fel il
Share capital A 498,548 - 498,548
Reserves i) (86,486) 5,770,826 5,684,340
Total equity attributable to owners AN TR NG HE 45 A
of the Company 412,062 5,770,826 6,182,888
Non-current liabilities JEiE A E
Bank and other borrowings BRAT B HAM AR 2,344,529 7,813,370 10,157,899
Bonds fiis 38,871 = 38,871
Convertible bonds AR 374,706 = 374,706
Loans from related companies 2 B A Rl R 263,884 - 263,884
Deferred tax liabilities R A 5 197,882 9,545,783 9,743,665
3,219,872 10,359,153 13,579,025
3,631,934 16,129,979 19,761,913
Note: The amounts above are before the adjustments from the application of BiFGE - bl < % /0 B YD A0 o B S o A YR R 25 155 X 5 9 9%
HKFRS 15 and 9. TTHEAT B T A 8 o
TE AR R 57
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For the six months ended 30 June 2018 #E _F— )\4“F A H =1 H Ik A A

3. MERGER ACCOUNTING RESTATEMENT

(continued)

Merger accounting for business combination involving
business under common control (continued)

The effects of adoption of merge accounting on the condensed

consolidated statement of cash flows for the six months ended

30 June 2017 are as follows:

3. HffEwHEES ()

W BRI 2 ) JE T S5 2 S5 6 i
Z A raahis (#)

TR A O @ s kR R S T — LA A
Sob HAEAE A B ARG B SRR 2
BT -

Six months ended 30 June 2017
BE_FLFEANA=THIEAMA

As originally Adjustments

stated and on merger
unaudited accounting Restated
BRI RARREEY  ARA I EhE il
HK$°000 HK$°000 HK$’000
T T TH#T
Net cash from (used in) operating RE (R REERZ
activities BB R 718,425 (225,656) 492,769
Net cash (used in) from investing Uitk QE N=Eid<e 3/ vd
activities BB R (822,294) 446,248 (876,046)
Net cash from (used in) financing RE AR B
activities BB R 225,390 (515,457) (290,067)
Net increase (decrease) in cash and cash B4 B & S (EE E R
equivalent () B 121,521 (294,865) (173,344)
Cash and cash equivalent as at R-F—tFE-A—HZ
1 January 2017 B kB eFHER 51,818 298,214 350,032
Effect of exchange not changes Bl 2R R g ) 2 2 (9,801) 17,570 7,769
Cash and cash equivalent as at WoE—tHEAA=1THZ
30 June 2017 B kB EER 163,538 20,919 184,457
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For the six months ended 30 June 2018 #E _F— )\4“F X =1 H Ik A

MERGER ACCOUNTING RESTATEMENT 3.

(continued)

Merger accounting for business combination involving
business under common control (continued)

The effect of the restatement on the Group’s basic and diluted

earnings per share for the six months ended 30 June 2017 is as

follow:

LS ()

Zathastis ()

W R ALIR] 2 ) TR 2605 2 2605

PR F—EFEANA =T H AL
P A K M R 2 RN T

For the

six months

ended 30 June

2017
#wE
e S e S
ANH=1+H
1L M8 A
HK dollars
It
Impact on basic earnings per share 5 A I A 00 5
Unaudited and originally stated ES &Sy ael 0.25
Adjustments arising from business combination SRR N 3B A OF A
under common control 0.31
Restated KT 0.56
Impact on diluted earnings per share S IO 2 M Y R B
Unaudited and originally stated KRB T S5 0.25
Adjustments arising from business combination SRS 2685 G O A A 2 T
under common control 0.30
Restated KEHET 0.55

T AR
R R E A RA T
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For the six months ended 30 June 2018 #E _F— )\4“F A H =1 H Ik A A

4. REVENUE AND SEGMENT 4. W ook Bt
INFORMATION
Revenue represents the income from property development, Wodt A H SR EE e - W) ERH B AR A S
property leasing and provision of comprehensive services, net of RS B > Sz AT R S e H A 89 8 A B
business tax and other sales related taxes and after deduction of BT LA BAEA 22 53 7410 o

any trade discounts.

Six months ended 30 June
BEAH=1HILAMA
2018 2017
—FN\E =t
HK$°000 HK$’000
T#T Tt
(Unaudited) (Unaudited)
(RAEHEB) ORFEFER)
(Restated)
(KEE51)
Revenue represents the aggregate i 4 S R B I . ARt
amounts received and receivable, IR
analysed as follows:
Sales of properties WS 24,360 885,791
Rental income A A 416,704 188,225
Revenue from property management service 4 3£8 MR AR B 2 W4t 108,458 40,026
549,522 1,114,042
Timing of revenue recognition WA g T I ]
At a point in time JAHE— B [H] B 24,360 885,791
Over time HR B 108,458 40,026
60 ir;zrim Repo‘rt 2018 o
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For the six months ended 30 June 2018 #E _F— )\4“F X =1 H Ik A

INFORMATION (continued)

The following is an analysis of the Group’s revenue and results

by reportable and operating segments.

&S Vi /i

Segment revenue
o3 R
six months ended 30 June

BEAA=THILAWA

2018 2017

e S = S
HK$°000 HKS$’000
T Tl

(Unaudited)  (Unaudited)
(RE#FE)  CREER)
(Restated)

)

4. Wik Koy R ER(4)

PUTR 2 AL 7T 2 0 % K88 4 B 2 A B A 4

Segment profit (loss)
o3 ik A O 48)
six months ended 30 June

BEAH=1THILAWA

2018 2017
—E-)N\E CF b
HK$’000 HKS$’000
Tt SR

(Unaudited) (Unaudited)
CRE#FE)  CRBHER)

(Restated)
(5| (48 F)
Real estate business in JNDAT Hb i 2l 2
Tangshan, the PRC L 279,590 973,903 1,242,716 270,378
Handan, the PRC R EES - = (2,703) 50,720
Shijiazhuang, the PRC 1 A 262,357 183,163 49,246 994,521
West Covina, the United States of FHIERE A ([ £ )
America (“US”) PaRLAE AL 7,575 6,976 20,725 36,436
Anaheim, the US ET RS - = (129) (6)
549,522 1,114,042 1,309,855 652,049
Unallocated items ArBLIEH
Other income, gains and losses HAbA ~ dieas KR 61,212 41,780
Unallocated corporate expenses, net RATLASZER L FHE (52,280) (51,763)

Finance costs A& (468,954) (291,457)
Profit before taxation i 5 i v 849,833 350,609
T AR 61
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For the six months ended 30 June 2018 #E _F— )\4“F A H =1 H Ik A A

4. REVENUE AND SEGMENT 4. Wadm By R AR
INFORMATION (continued)
Segment assets and liabilities IR E M EE
The following is an analysis of the Group’s assets and liabilities DLTR AR P S2 HR R 584 43 S 2 A A T
by reportable and operating segments: V&=L Vg

30 June 31 December

2018 2017
B )\ B LA
AH=Z+H +-H=+—H
HK$°000 HK$’000
T THIT
(Unaudited) (Restated)
(RB#F#) (#EE5)
Segment assets i d<g:3
Real estate business in AL il > Be o e ZE R
Tangshan, the PRC B ELL 8,024,874 7,324,899
Handan, the PRC H [ HS R 4,033,254 3,945,475
Shijiazhuang, the PRC B S 12,363,127 12,677,094
West Covina, the US 5 1B P RN 266,572 233,881
Anaheim, the US 8 2 A g 243,144 237,342
Total segment assets R AR 24,930,971 24,418,691
Deferred tax assets R A A VE B 6,528 6,528
Amounts due from related parties B LS B Wt 5 ek I = 931,759
Restricted bank balances R il SR AT 45 71,5634 6,382
Pledged bank deposits C AR ERAT A K 1,996,366 1,998,472
Bank balances SRATHE R 261,446 352,155
Unallocated corporate assets RoyBiASZEEE 57,872 23,119
Consolidated total assets ARG RE 27,324,717 27,737,106
Segment liabilities srak e
Real estate business in AL il 2 B2 s 2R
Tangshan, the PRC HH B L 2,999,381 2,446,884
Handan, the PRC F [ T 3,645,210 3,536,080
Shijiazhuang, the PRC B A 9,102,365 9,715,206
West Covina, the US F BV RHAE AN 131,787 103,035
Anaheim, the US 5 B 22 A g 1 43,938 295
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For the six months ended 30 June 2018 #E _F— )\4“F X =1 H Ik A

Segment assets and liabilities (continued)

4. Wik Koy R ER(4)

30 June 31 December
2018 2017
“E )\ “HE LA
AA=Z=+H +ZA=+—H
HK$°000 HK$’000
T#n T
(Unaudited) (Restated)
(RIEFE) (R EF)
Total segment liabilities IR B AR 15,922,681 15,801,430
Bank borrowings AT & 1,463,522 1,470,750
Convertible bonds QECYeies 377,217 451,873
Convertible securities ] AR R 85,843 =
Senior notes s 97,295 93,297
Loans from related companies A H B A A B = 263,884
Bonds (Fex 40,520 38,871
Amounts due to related parties AT B B 21,839 507,579
Amount due to a former non-controlling JREASS — T B 2 ) iy P2 SR
shareholder of a subsidiary FIE 113,881 115,490
Tax payable A BIIE 17,299 26,842
Deferred tax liabilities RIEF A E 2,975,917 2,743,665
Unallocated corporate liabilities N e =K 36,549 40,537
Consolidated total liabilities SGaMmAlk 21,152,563 21,554,218
—% i/\fﬁl{{,ﬁﬂib’(%‘— 63
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For the six months ended 30 June 2018 #E _F— )\4“F A H =1 H Ik A A

5. OTHER INCOME, GAINS AND LOSSES 5. AN ~ Wak Fg R
Six months ended 30 June
BEAH=THIEAMEA
2018 2017
R )\4E e S wic2
HK$°000 HK$’000
T# T
(Unaudited) (Unaudited)
(RRBE) (REHFZ)
(Restated)
(ReEH)
Interest income from bank deposits SRATAERA B A 32,214 548
Exchange gain [ifE S £ 24,743 51,190
Change in fair value of convertible bonds B E R R A TEFI AR Z
designated at FVTPL AR R AR 2 A E ST 6,054 (2,488)
Change in fair value of equity investment N AR AR & R E
at FVTPL A TEEEE) (415) =
Penalties for deferred settlement (Note) SESRAE AT Y S K (B 5T (15,500) (16,637)
Others HoAte 14,116 9,167
61,212 41,780
Note: These represent the penalties required by certain suppliers as the Group BRERE © 5% 55 it T {3 0 R A 4R 0 A R AR 1 7 1
failed to make payment according to the agreed settlement schedule for TR ] 22 A1 1 AR S S A 1 SR ) 0K

certain construction cost payables.
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For the six months ended 30 June 2018 #E _F— )\4“F X =1 H Ik A

6. PROFIT BEFORE TAXATION

6. BRBLATHERA

Six months ended 30 June

BEAH=THILAMWA

2018 2017
ZE2 )\ 4 TR
HK$’000 HK$’000
Tt T
(Unaudited) (Unaudited)
(CREHE%) (RE#EZ)
(Restated)
(ZE )
Profit before taxation has been arrived at 5 i A 2 40 BR (FEA) T3
after charging (crediting): #HIHH -
Interests on: DUNEIEZFIE ¢

convertible bonds ] AR S 38,282 32,743

convertible securities CIE 3G ‘ 2,050 -

loans from related companies 2K H BH A 7 Bk 71,247 17,454

senior notes B 7,469 20,193

bonds 5% 1,649 1,660

bank and other borrowings @Eﬁ&ﬁ%%%ﬁ 363,282 266,898
Management fee to asset-backed security B SCRrRE R ([ ST g7 1)

(“ABS”) scheme manager S A S 27,494 =
Total finance costs I ‘ 511,473 338,948
Less: amount capitalised to investment W ERBEY)E K B TR

properties under construction and W2 B4
properties under development for sales (42,519) (47,491)
468,954 291,457
Depreciation e 3,357 3,799
Directors’ emoluments 4

— Fees — M4 990 819

— Salaries, bonuses and allowances — ¥4 TEAL KRG 2,528 2,215

— Retirement benefits cost — IR R LA 72 54

3,590 3,088
Other staff costs HoAth B T piA
Salaries, bonuses and allowances 4~ (CAL MRS 31,353 42,633
Retirement benefits cost AR RAE | A 4,437 5,650
35,790 48,283
Total employee benefits expenses Ao B AR BH S 39,380 51,371
Less: amount capitalised to investment W FEE g%%& B 1
properties under construction and Y2 B &
properties under development for sales (5,047) (7,686)
34,333 43,685
Cost of properties sold (included in B YRR AR (EFFA

cost of sales) SHERLAY) 9,691 755,939

Rental charge under operating lease KRBT E T RS A 6,909 7,272

T AR
R R E A RA T
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For the six months ended 30 June 2018 #E _F— )\4“F A H =1 H Ik A A

7. INCOME TAX EXPENSE 7. FiABLRH X
Six months ended 30 June
BEAH=THILAMEA
2018 2017
—&2 )\ T
HK$’000 HK$’000
T#n T
(Unaudited) (Unaudited)
(CR&H%) (CREE#EZ)
(Restated)
(R )
Current tax RIHARLIH
— PRC Enterprise Income Tax (“EIT”) — FR ] A ZE T AR
([ARZERTSH 1) 6,006 12,737
- Land Appreciation Tax (“LAT”) — T b E R ([ - Mo (E R ) 2,458 17,752
8,464 30,489
Deferred tax AR I
— Arising from fair value changes —EA B A TEEE 247,205 115,720
— Arising from deductible depreciation of —EEAPEBEYE
investment properties in the PRC EIEIN B 16,437 14,913
263,642 130,633
272,106 161,122

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

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

Under the Provisional Regulations on LAT implemented upon
the issuance of the Provisional Regulations of the PRC on
January 27, 1995, all gains arising from transfer of real estate
property in the PRC effective from January 1, 1994 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 land costs,

borrowings costs and all property development expenditures.
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For the six months ended 30 June 2018 #E _F— )\4“F X =1 H Ik A

INCOME TAX EXPENSE (continued)

The subsidiaries in the USA are subject to Federal Income Tax
of 21% (six months ended 30 June 2017: 35%) and State Tax
of 8.8% on the taxable income. Certain subsidiaries are limited
liability companies which are by default disregarded entities (i.e.
viewed as divisions of the holding company) and taxed as part of

their holding company for federal and state tax purposes.

No provision for income tax has been made as the Company

and subsidiaries in Hong Kong and the USA incurred tax loss.

EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share

attributable to owners of the Company is based on the following

Fi A B B 52 (7))

5% 19 It JE 2 ) ZE SR g R BT AR B 21 % (U —
T—LEAA=ZFTHIEAMA - 35%) &M
Bi8.8% M It - & T M E L Fl B A FRA
F o A SR B (BB A 2 e /) 2 5%
¥R) > BUEHFR BT AL B BT 5 R VR A W
—E o EH A B o

F TR AR 2 ] B A A s e SR 2 I T 2 ) 23l
FEAEBUIE R - RIS AT B 18 o

(53 es il

4525 TV B 5 A I M 8 A
DI AR5

data:
Six months ended 30 June
BEAA=ZTHIEAEA
2018 2017
ZF )\ i S oS
HK$°000 HK$’000
Ti#ou THTT
(Unaudited) (Unaudited)
CRBHF) (REHFZ)
(Restated)
(R 5)
Earnings B
Earnings for the purpose of basic earnings AT A IRIEA R 2 B R (AR 7]
per share (profit for the Period A N ENG I A3 1))
attributable to owners of Company) 577,727 189,487
Effect of diluted potential ordinary shares: BV A 2
Interest on convertible bonds AR AR FS 12,106 8,513
Interest on convertible securities ] R R A 2,050 =
Change in fair value of convertible 8 E By A FEFE AR Z
bonds designated at FVTPL FIHR AR A FE AR H) (6,054) 2,488
Earnings for the purpose of diluted AL P 2 M) 2 A
earnings per share 585,829 200,488
&R\ R 67
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For the six months ended 30 June 2018 # % —.

o = =i
8. EARNINGS PER SHARE (continued) 8. WREA ()
Six months ended 30 June
BEAA=THIEAMA
2018 2017
“EoAE F LR
’000 ’000
T T
(Unaudited) (Unaudited)
(REEH) CRKEFER)
(Restated)
(KEHEF)
Number of shares &by ¥ H
Number of ordinary shares for the purpose #1555 R AR 2 A 2 3% 78 1k H
of basic earnings per share 338,766 338,766
Effect of conversion of convertible bonds ] R AR SR 2 R 30,000 25,856
Effect of conversion of convertible securities TS5 ] # i35 e >~ 5 28 353,591 =
Effect of share options W PR EE 2 i 2 33,877 =
Number of ordinary shares for the purpose =& Bl & A 2 -8 I 3 H
of diluted earnings per share 756,234 364,622
For the six months ended 30 June 2017, the computation of BEZE—LFEAA=ZTHIEAMEA > 55
diluted earnings per share did not assume the exercise of the T JR A 251 P Sl SR AR BAT (A A Rl 2 B4R
Company’s share options granted because the exercise price of SO > ] Ry 2% 55 0 O MEE 2 A7 o0 168 ve R B
those share options was higher than the average market price of S TIE
shares.
DIVIDENDS 9. BB
No dividends were paid, declared or proposed during the A S 1 T R S IR AN~ IR R R AT A

68

- )EXNA=ZTHIEARAA

Period. The directors of the Company have determined that no
dividend will be paid in respect of the Period.

Interim Report 2018
LT Commercial Real Estate Limited

H o

IS

B o AN FEE O E N AR S R IR AR A



Notes to the Condensed Consolidated Financial Statements

For the six months ended

10. INVESTMENT PROPERTIES

81 WA ot 45 B 85 R % P

30 June 2018 B £ —F— /\4EANH=THIEAMA

10. BEWE

Investment
Completed ~ Completed properties Leasehold
investment  investment under land for
properties properties  construction future
inthe USA  inthe PRC  inthe PRC  development Total
fr SR fifi i fif JifE
ZE#Em ZEHER Ik RAH I
MR BEE fEmE  HELE At
HK$'000 HKS$'000 HK$’000 HK$'000 HK$°000
T T T T T
At fair value AT
At 1 January 2017 (As originally stated) R=F—tE—A—H (FE5) 186,095 - 2,782,571 = 2,968,666
Merger accounting restatement (note 3) & E=HEET] (H3E3) - 13,759,498 - 130,016 13,889,514
At 1 January 2017 (Restated) R-F—tF—H—H (EE5) 186,095 13,759,498 2,782,571 130,016 16,858,180
Additions e 210 - 1,402,535 - 1,402,745
Transfer LYl = 92,373,488 (2,373,488) = =
Change in fair value included in FEARE A FHET)
profit or loss 41,484 884,283 255,142 10,392 1,191,301
Effect of foreign exchange difference INEEHZ H B 1,551 1,215,602 192,089 10,654 1,419,896
At31 December 2017 (Restated) REF—tF+ZA=T—A
(KH7) 229,340 18,232,871 2,258,849 151,062 20,872,122
Additions nE 17,165 - 86,024 - 103,189
Transfer LLE - = (206,175) = (206,175)
Change in fair value included in FtARE A THEE)
profit or loss 15,365 722,970 224,607 - 962,942
Effect of foreign exchange difference INEEFZ 8 971 (251,073) (97,027) (2,105) (349,234)
At 30 June 2018 (Unaudited) R=F—=NEAR=TH
(REER) 262,841 18,704,768 2,266,278 148,957 21,382,844

The fair value of the Group’s investment properties at 30 June
2018 have been arrived at on the basis of valuations carried out
on those dates by Colliers International (Hong Kong) Company
Limited and Los Angeles Valuation Group, Inc. (31 December
2017: Colliers International (Hong Kong) Company Limited,
Cushman & Wakefield and Los Angeles Valuation Group, Inc.),
independent qualified professional valuers not connected to the

Group.

AREREY RN —F -/ FRA=TRZ
VAR R R 7 B R (s ) A BR Y
H] 2 Los Angeles Valuation Group, Inc. ( —
FT—bFEH A=t —H & B R

(T ARAA - *jﬂﬁ 247 ) Los Angeles
Valuation Group, Inc.) (BLAN£E @jfﬂ%ﬁz
TS Bk A R E“‘“E! 2z ftifaiE
o

T AR 69
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For the six months ended 30 June 2018 #E _F— )\4“F A H =1 H Ik A A

10.

11.

70

INVESTMENT PROPERTIES (continued) 10. #EWE ()

Below are the valuation techniques used at 30 June 2018:

The values of the completed investment properties are derived
from the capitalisation of net income method with due

allowance for the reversionary income.

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

TRADE AND OTHER RECEIVABLES,
DEPOSITS AND PREPAYMENTS

IR AR —F— /\FEARHA =+ HERZfhE
%

B V& M B W SR R (E 2K B B AL T i ds AR
SRS A 2 R TR

(LA B R TE B B W SE 1R N T ERHR I
R ERAE(EIETEBR AN o 25 B IR Y3 2 P 3%
101 > WY SERRBEAG (E H 12 B i B 3% 4%
HIZERL o #% 27 (E IR K BT AT BA 5% A & BA
BT 2 AT B > Fe g S B BE SR AR B AY
JEBg

- 55 BOLALE O - i

fﬁﬁ /TJ\IE

30 June 31 December

2018 2017

—F N4 —E L4

AA=Z+TH FZH=+—H

HK$°000 HK$’000

Tt T

(Unaudited) (Restated)

(REEFE%) (R E5)

Trade receivables 5 REWC IR 3K 65,913 57,623
Prepayment of business taxes and i SR S H A BB TE 2 TEA K

other PRC taxes 165,552 146,880

Prepayment for purchase of construction W B SR AN RO

materials 1,159 25,224

Prepaid expense under ABS scheme B SRS 2w # IEN FH AT B S 57,624 85,202

Prepayment for construction costs SRR 2 TS EIE 28,304 19,542

Other receivables, deposits and prepayments  HABBEIIE K ~ 444 & FEA 30H 88,887 46,964

407,439 381,335

Trade receivables represent rental receivables due from the
tenants and property manager appointed by the Group. Rental
and management fee from tenants are payable in accordance
with the terms of relevant agreements. Pursuant to the agreement
between the property manager and the Group, the property
manager shall pay the rental collected on behalf of the Group
to the Group within 30 days. At 30 June 2018 and 31 December
2017, these trade receivables are all aged within one year.
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For the six months ended 30 June 2018 #E _F— )\4“F X =1 H Ik A

12. TRADE AND OTHER PAYABLES AND

12. % 5 B At Ao Bk S M Tk

ACCRUALS
30 June 31 December
2018 2017
ZF N\ e S o2
AH=+HHR +-A=+—H
HK$°000 HK$’000
T#u TH#IT
(Unaudited) (Restated)
(REEHB) (K E51)
Construction cost payables JREAT S R A 997,155 990,367
Accrued construction costs JRE I 5 A 1,455,862 1,519,354
Deposits received from suppliers/ AR BARC I HLRE R, R R
contractors on contracts tendering 2 R4 30,757 14,835
Rental deposits HE &S 172,368 126,478
Interest payables JEATF B 122,899 135,667
Bills payable JREAS B 270,180 273,997
Other tax payables JREASH A A3 T 47,389 62,225
Other payables and accruals At BB A AR N B T R I 183,188 149,321
Advanced receipts from tenants FLF Z B = 57,484
Compensation for relocation to an ] — 44 L 5 = 7 B R A 5
independent third party 42,559 43,160
Payable to a former shareholder of a JREAS — ] B Jeg 2 ) Zﬁﬁﬁﬁﬁ/
subsidiary/a related company’s — [T BRI > ) 2 TR Y O
ex-shareholder - 350,444
Penalties payable JREA & K 74,367 60,330
3,396,724 3,783,662

An aging analysis of the Group’s construction payables at the

end of each reporting period presented based on the invoice

date is as follows:

AR IR > RIS A I BSR4 S
SR A AR K MRS AT AN T

30 June 31 December
2018 2017
“E-N\E S 2
AA=Z+TH +FZH=+—H
HK$°000 HK$’000
T# THIT
(Unaudited) (Restated)
(REEFEZ) (K= )
Within one year —4E R 95,495 167,446
Over one year but within three years M — A=A 148,257 30,173
Over three years R =4 753,403 792,748
997,155 990,367
R P A R A
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13.

72

CONVERTIBLE BONDS 13. W R fE 25
30 June 31 December
2018 2017
ZE)N\E e o2
AA=+H +-H=1—H
HK$°000 HK$’000
Tt THTT
(Unaudited)
(k&R #H#)
At 1 January w—H—H 451,873 444,518
Issue of convertible bonds BT AT MR A SR - 450,000
Expense on issue of convertible bonds BEAT MR AR S = (10,968)
Repayment of convertible bonds e AT R I (80,000) (385,000)
Interest charged during the period/year A4 B S BH S 38,282 50,416
Interest paid EATFLE (25,944) (100,104)
Change in fair value OB SR (6,994) 3,011
At the end of the period/year AR 377,217 451,873
Analysed for reporting purposes as: AR B BT T
Current liabilities Mt E=Er 120,704 77,167
Non-current liabilities JE i & A 256,513 374,706
377,217 451,873

On 26 January 2017, the Company issued convertible bonds
to an independent third party in the principal amount of
HK$450,000,000 (2017 Convertible Bonds”) with a maturity
period of three years to 25 January 2020 (“Maturity Date”).
Net proceeds from the issue shall be solely used to finance the
repayment of the 2014 Convertible Bonds. The 2017 Convertible
Bonds are denominated in HK$ and bear interest at 8% per
annum. The interests shall be payable semi-annually in arrears,
commencing on 30 June 2017. In addition, on the dates when
all or a portion of the outstanding 2017 Convertible Bonds were
redeemed or if the 2017 Convertible Bonds have not been fully
redeemed prior to Maturity Date, on such redemption date or
on Maturity Date, as the case may be, the Company shall pay to
the bondholders an additional interest in an amount equal to
1% per annum of the principal amount of the 2017 Convertible

Bonds so redeemed or matured.
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R oE—LE—H " FANH s RARM—%
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For the six months ended 30 June 2018 #E _F— )\4“F X =1 H Ik A

13. CONVERTIBLE BONDS (continued)

Pursuant to the terms and conditions of the 2017 Convertible
Bonds, the Company is required to repay certain amounts of
the principal on the first and second anniversary of the date of
issue of the 2017 Convertible Bonds. The Company may at any
time on or after the date falling the eleventh calendar month
after the date of issue and up to the Maturity Date by at least
thirty days’ notice in writing to the bond holders redeem the
whole or part of the outstanding principal amount of the bonds,
provided that the principal amount to be so redeemed on each
occasion shall not be less than the lesser of (i) HK$50,000,000;
and (ii) 100% of the then outstanding principal amount of the
2017 Convertible Bonds. Details of the repayment terms and the
conditions are set out in the Company’s announcements dated
22 January 2017.

The 2017 Convertible Bonds with principal amount of
HK$450,000,000 can be converted into shares at a conversion
price of HK$3.90 per share up to an aggregate of 30,000,000
shares or a number of shares that represents 8.14% of the
then issued share capital of the Company as enlarged by and
immediately following the issue of shares upon such conversion,
whichever is higher. The details of the terms of conversion and
redemption and other terms of the 2017 Convertible Bonds
are set out in the announcement issued by the Company on 22
January 2017. At 30 June 2018, the principal amount of CB with
Conversion Feature was HK$117,000,000 and Straight Note was
HK$253,000,000.

The 2017 Convertible Bonds are secured by the Company’s
shares held by China Lerthai Commercial Real Estate Holdings
Limited and guaranteed by Mr. Yang.

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

Binomial Option Pricing Model with the following key inputs.

13. AR oz ()

HRPE T — L AR R R 5 2 R B e
AR FIEMEAT BT T — LA R R 2
BREHFAZASEZETEME K
A EA] B BT H AN A+ — B A E H R
ZHEAZEBIHIH Z AT R > I 5
FAEANSHEVP=TAEmBEMZERT
AR ) AT B i S S 4 A A R A 4 B I £
F o MER A DU B LI ] 2 A S RS D
AN IERBAR A (i) 50,000,0009 70 5 K (ii) —
T — L AR R S 2 R i R R A S
2100% ° A BRI R A A R H
M- —tHE AT HZAE -

AR 4 %8 B 450,000,000 5 0 2 . F — L]
i A 5 T i IS 15 A JBE 3. 90 75 T M AR 5 s
By o 55 et & L i 2 530,000,000 B A7
S 7 B i TR AR T AT A3 AR B PR i
IR 2 AN G ERFEBITRARZ8.14% 2
A EE (AR m & A1) - AR T —L4F
AT 4 A 25 2 it T T Rl ek DA T — & —
AT A 5 2 LA AR B AR A i AR T
W oFE—LFE—H S HREBgZ A ik
“E - )FENHZTH . Bl ok
A& 5 2 AR 4% 55 117,000,0007E 76 K 48 22
B2 AR5 253,000,0004 7T ©

ki ai e C B B HE SN
PR R Rl A 2 A0 R A AR 44T 12
s itk

PR A AT 6 AR o B 4 — JHL A _E I S Bl e i
ARATETH > FBgHEE Ak AP ERA
Hit 2 EMEAE o TIRBESR 2 AFE)IE
(i) T 4 2R I (i) BRI R %
ZAEZ BMBERE o HEERAFE)1%
K& AR RME B BRI (R B R 2 A]
B LB R 2 T R AR 2 T e B
RS E 2 AR 2 & K P E 2 R
A I BE RN o BB AR
Ir PR 18— TE 2 R A i AL LA
TEEMEREE -

T AR 73
R R E A RA T



Notes to the Condensed Consolidated Financial Statements

8 A £ 15 B 285 R A P e

For the six months ended 30 June 2018 #E _F— )\4“F A H =1 H Ik A A

13.

74

CONVERTIBLE BONDS (continued)

13.

Al AR SR ()

At 30 June At 31 December

2018 2017

REF—)N\E R T L5

AH=t+H +-HA=+—H

Share price of the Company AN FBE HK$4.43 HK$5.00
4.43% 70 5.00% 7T

Risk free rates T R ) = 1.57%-1.77%  1.00%-1.32%
Discount rate iz 9.14%-9.34% 8.65%-8.97%
Dividend yield BB i 25 % 0% 0%
Option life N B 40 1.57 years 2.07 years
1574 2.074F

Volatility e 28.98%  32.23%-33.66%
Exercise price FrifE HK$3.90 HK$3.90
3.907 G 3.90% 70

The above risk free rates were determined with reference to
yields of 0.57 years, 1.57 years HKMA Hong Kong Exchange
Fund Bills available as of 30 June 2018 (31 December 2017: 0.07
years, 1.07 years, and 2.07 years HKD Hong Kong Sovereign).
The expected volatility was determined based on the historical
volatility of the Company’s share price for the past 1.57 years (31
December 2017: 1.07 years and 2.07 years).

At 30 June 2018, an increase in discount rate would result
in a decrease in the fair value of convertible bonds, and vice
versa. If the discount rate is 10% higher and lower while
all other variables are held constant, the carrying amount
of the convertible bonds would decrease by approximately
HK$2,293,000 (six months ended 30 June 2017: HK$7,781,000)
and increase by approximately HK$2,338,000 (six months ended
30 June 2017: HK$8,069,000) respectively.

The fair values of convertible bonds at 30 June 2018 were
arrived at on the basis of a valuation carried out on that dates
by Colliers International (Hong Kong) Company Limited (31
December 2017: Asset Appraisal Limited), an independent
qualified professional valuer not connected to the Group. They
are categorised as Level 3 under the fair value hierarchy set
out in HKFRS 13 Fair Value Measurement. Level 3 fair value
measurements are those derived from valuation techniques that
include inputs for that asset or liability that are not based on

observable market data (unobservable inputs).
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AE 1074 12 2.074F) o TE B )1 T3 45 Hl
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PR o

W F— /NFARH =T H o SR s s
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FER LTI R BE10% o i FL A v] S (R A
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14. CONVERTIBLE SECURITIES

On 20 April 2018, the Company issued convertible securities to
Mr. Yang with the principal amount of HK$4,000,000,000 (“2018
Convertible Securities”) as consideration for the acquisition of
the entire issued share capital of the Target Companies. The
2018 Convertible Securities has no maturity date, bears a coupon
rate of 2% per annum and will cease to bear any coupon after
the fifth anniversary of the date of issue. During the first five
years, the coupon shall be accrued on the outstanding principal
amount of the 2018 Convertible Securities and payable annually
subject to the Company’s sole discretion to defer the coupon
payment for a maximum period of 10 years from the dates when
the relevant coupon fall due by giving notice to the holders.
Details of the terms and the conditions of the 2018 Convertible
Securities are set out in the Company’s circular dated 28 March
2018.

The 2018 Convertible Securities with principal amount of
HK$4,000,000,000 can be converted into shares at a conversion
price of HK$4.5 per share (subject to anti-dilution clauses)
up to an aggregate of 888,888,888 shares. At 30 June 2018,
the principal amount of the 2018 Convertible Securities was
HK$4,000,000,000.

The convertible notes are issued in HK$. However, upon
issuance of the 2018 Convertible Securities and throughout
the period until maturity date, the 2018 Convertible Securities
shall be translated at the exchange rate at the date of issuance
of RMB1.00 = HK$1.23965. Any payment in the event of
redemption by the Company shall be made in RMB by reference
to the exchange rate of RMB1.00 = HK$1.23965. Any conversion
shall be made by reference to the principal amounts stated in
HKS.

The 2018 Convertible Securities contain two components,
liability (together with embedded derivative for early
redemption right by the Company which is closely related to
the host debt) and equity elements. At the date of the issuance,
the fair value of the liability component is determined using
the prevailing market interest rate of similar non-convertible
debts and the fair value of the conversion option for the security
holders to convert the notes into equity which is included in
equity (equity component of 2018 Convertible Securities) is

determined using the Binomial Model.

14. W B

W oE— MEMA —+H > AN A A
BEAT AN 4288 £54,000,000,000 5 5 2 7] # i 75
F ([ T — A R 2 ) 1B Bl i |
A A AT E BATRA ZARUE o —F— )\
TR R R MR M H s R RS S A AT S R
HR2% » W ph 84T H 3 1 JE 4F 4% R 7 It
FALM L - A HAF > AW _F—/\4F
] LR S R IR AN & S B AR AR S
55> FAR A W A RERY If P i A B R R B
H 375 48 ) 9 N 2 20 i A 2 A
BRZ104E o T — )\ F ] B 2 ek K
RGN A AR H A —F— /F=H
A NH Z A e

AL HA 5 4,000,000,0009 76 2 & — J\AET]
Y % 58 S W] 427 A A 4.5 S G B A 1
(ZR 32 MR L R ) 5 3 5 22 888,888,888
Rty o M—ZFE—NENA=Z+H -
— N AR AT 4 JE 8 75 2 AR 4 81 45 4,000,000,000
WIT ©

T SR R TR AT o AR > R T FE— A
AR T BB IR BE AT AR RO R A A TR B & #
WH > ZF— ol BT
AN H1.00=1.23965 % 7T 2 MR 5 o fifj A
I8 FVEAT I ] > R o] R B 2 RN R
1.00=1.23965 %5 76 2 [E % DL N R ##E1T %
5} o AT A 51 22 B DAV JC R HE 2 A S R
T o

=& )\ AETR RS SR A R a) - B RAR G
[7] B = 4 1 5 ARSI A AR 2 ] FT AT 4R
FIT B [ HE R i A AT A TR ) B i v 1 57
i o NEEAT R - BEER G 2 APE TS A
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14.

76

CONVERTIBLE SECURITIES (continued)

The fair values of the embedded derivative for conversion rights
by the security holders at the date of the issuance are calculated
using the Binomial Model. The inputs into the model were as

follows:

14. I8 (48)

REEAT H RS A Ak st e i A AT A
THZ A —EA G - s
AEAR -

At 20 April

2018

R % — )\

WH—=+H

Share price of the Company AN A HK$4.43
4.43%70

Risk free rates e L 1) 2.10%
Dividend yield JB B i 4 % 0%
Volatility ek 48.66%
Exercise price Fr{fE HK$4.50
4.50%70

The fair values of the liability component and equity component
for 2018 Convertible Securities at the date of the issuance were as

follows:

JAERAT H = — /A ] il 2 B fRER 40
TSGR > 2 A FEIN T -

HK$’000

TF#IT

(Unaudited)

(REEHE)

Liability component A EE 87,951
Equity component JBAERR 7> 3,961,106

The effective interest rate of the liability component is 11.81%

for 2018 Convertible Securities at the date of the issuance.
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14. CONVERTIBLE SECURITIES (continued)

The movement of the liability component of the 2018

Convertible Securities for the period is set out below:

14. I8 ()

S TR 25 SR A R M
' :

30 June
2018

“EB )\
AH=1H
HK$°000
T#n
(Unaudited)
(RBEE”)

At 1 January r—H—H
Issue of convertible securities AT AR RE IR
Interest charged during the period HAIALE B
Exchange adjustment HEE 52, 57 B¢

87,951
2,050
(4,158)

At the end of the period AR

85,843

Since the date of the issuance up to the 30 June 2018, none of

the 2018 Convertible Securities has been converted.

The fair value of the 2018 Convertible Securities at initial
recognition were arrived at on the basis of a valuation carried
out on those dates by Colliers International (Hong Kong)
Company Limited, an independent qualified professional valuer
not connected to the Group. They are categorised as Level
3 under the fair value hierarchy set out in HKFRS 13. Level
3 fair value measurements are those derived from valuation
techniques that include inputs for that asset or liability that are

not based on observable market data (unobservable inputs).

HETHHEEZE T - NEARAA=1H
1k > WM T\ AE TR R S R o

T N T R R T TR 0 2 TR R 2 A
(BT HE A R 7 U B S Y (it ) A7 BR 2 )
( Bl A 5 o] S 08 ) 0 1) 8 57 5 AR SRS (E
) T8 %5 AT ROAGE T B E - ARIRE
SRS et e RIS 13 5% (R A T PR 7 4%
hABIR =R o SBERATEFRATAER
B B R A SR IR AR 4 AT L T 4 B
& ORArBUES I A B8 ) A (4T -
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15. BANK AND OTHER BORROWINGS

78

15. SRAT R Ik

30 June 31 December
2018 2017
“E—N\E SR LA
AA=+H +-A=+—H
HK$°000 HK$’000
T#e T
(Unaudited) (Restated)
(REH) (R8EF)
Secured bank borrowings with carrying I T 7 R T {1 2 2 A
amount repayable: AT
Within one year —4EN 777,637 1,545,157
Within a period of more than one year ZN—EEDIRTEZ
but not exceeding two years HAHI 1,514,461 1,801,676
Within a period of more than two years ZIRMAEHED R RAEZ
but not more than five years Wi 7,120,982 6,560,928
More than five years Z R ALAF 2,430,936 1,614,155
Other borrowings with carrying amount B T AR MR T {2
repayable: At &K -
More than five years Z A 182,221 181,140
Amounts shown under current liabilities O 1) AT =R e X 777,637 1,545,157
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Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 June 2018 #E _F— )\4“F X =1 H Ik A

BANK AND OTHER BORROWINGS 15.

(continued)

The range of effective interest rates per annum (which are also
equal to contracted interest rates) on the Group’s borrowings

are as follows:

AT S S ABAR R ()

7 4 [0 00 BT R AE A 2R (RS A A H9 F) 2R)
fEWE :

30 June 31 December

2018 2017

—F)N\E —E—tF

AA=+H +-A=+—H

HK$°000 HKS$’000

T#T T

(Unaudited) (Restated)

(REEFEB) (KCE51)

Fixed rate borrowings FE B &K 3,431,908 3,597,946
Floating rate borrowings 77 B E K 8,594,329 8,105,110

The bank and other borrowings are:

- guaranteed by the related companies controlled by Mr.

Yang and/or Mr. Yang and his spouse;

- personal guarantee provided by Mr. Yang;

= secured by the Group’s certain investment properties

under construction;

- secured by the Group’s certain investment properties;

- pledged by equity and charged interest held by the Group;
and

- secured by the assignment of all rents of certain

investment properties located in the PRC and the US.

AT B A -

— WA R E e RO R R
R 2 RIS DR

— WA R R AYE LR |

—  WAEES TR BCEY SR

—  EAEEE THEEY R

— WA A R A B T RO R A
A 5 S

= FEGRALT P SRR A T A
i BT A VR A

TR AR 79
R R E A RA T
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16. SHARE CAPITAL

16.

JeA

Number of shares Share capital
Jetn 8 H JBeA
HKS$’000
T
Issued and fully paid ordinary shares BT M A 2
At 1 January 2017, R —EE-A—H
31 December 2017 and —“EF-tFt+H=T—HK
30 June 2018 (Unaudited) ZZ - N\ERNH=1H
(ARBHFR) 338,765,987 498,548

17. PERPETUAL CAPITAL INSTRUMENTS

On 30 June 2018, certain wholly-owned subsidiaries of the
Company have entered into several supplemental loan
agreements (the “Perpetual Loan Agreements”) with the related
companies controlled by Mr. Yang, pursuant to which the loans
bear interest at 8%-10% per annum. Interest payments on the
loans are paid annually on or before 31 December and can be
deferred at the discretion of the Group. The related companies
could not request for repayment of the principal and accrued
interest save and except for when the Group elects to repay the
principal and accrued interest at its sole discretion, or in the

event of liquidation.

Under the Perpetual Loan Agreement, no guarantee of any kind
is required to be given by any member of the Group to either

the related companies for the loans.

18. LOANS FROM RELATED COMPANIES

The related companies are controlled by Mr. Yang, the
controlling shareholder of the Company. The loans are
unsecured, interest bearing at 8% — 10% per annum and is
repayable in full on the day falling 36 months from the date
on which the loans are drawn down. On 30 June 2018, certain
wholly-owned subsidiaries of the Company have entered into
the Perpetual Loan Agreements with these related companies.
Upon the effective of Perpetual Loan Agreements, the loans
from related companies do not have fix repayment date and
reclassified as “Perpetual Capital Instruments” in the condensed
consolidated statement of financial position. Please refer to note

17 for more details.
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17.

18.

KEEATH

RAE-NEARAZTH  ARFAETEE
Wi o > ) 2 B AS S A 22 1 2 AR B A R AT S
Tl R R B ok ([ K AR R ) SR BE AR K
FEMEL8%E10% » BAERT_A=+—H
B RS AT . BAEE A A ATEY
HESE o B 2> 7 A BE ZOR R A 6 KRR
B ORSEE A7 e R0 A & RS FLR
HIERERSD)

AR K A Wk - AS SR BT AT B B AN B
SRAEATAR B 2 Rl AR AL (TR AR

2 H B 4> ] Z Bk

% S5 (5] B 2 ) Pl AR o ] 2 R IR RO e A 4
il o AR FAIRAE AT ~ $24E 2 8% £10% 5!
SOl Z8 B BRI I H R FHE36MH 5 H £
AR - R FE—NEANA=ZTH > AR
A T A I 4 W] B % A B B 4 W TS K
Bl U s € I S
O ) 2B A 1] R A A H R A A A B
B VLR A B R EEA TR -
BRI 2 BMEELT o



19. COMMITMENTS

As of the end of the reporting period, the Group had the

following commitments:

Notes to the Condensed Consolidated Financial Statements
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19. &

For the six months ended 30 June 2018 #E _F— )\4“F X =1 H Ik A

R AR » AL EFA T I 2R

30 June 31 December
2018 2017
—F )N\ “FR LA
AH=+H +=H=1—H
HK$’000 HKS$’000
Tt T
(Unaudited) (Restated)
(RECH) (KEE71)
Capital commitments BEAKYE
Development costs for investment properties £ #al Bl 5 % &Y 2~
under construction or development PH 8% A 548,759 766,334
Acquisition of property, plant and equipment WY ~ Bz Bk = 1,266
548,759 767,600
Other commitment Foftn & 45
Development costs for properties under BB B
development held for sale PH 8 A 521,555 519,039
20. CONTINGENT LIABILITIES 20. HAHR
30 June 31 December
2018 2017
—F N\ —FR LA
AH=+H +Z=H=1—H
HK$’000 HEKS$’000
T THIT
(Unaudited) (Restated)
(REEH) (KEE5)
Guarantees given to banks in favour of its HURATHR M 2 $fe Bk
customers in respect of mortgage loans mERATIEL LEEF &
provided by the banks Z g N2 &R 1,256,466 669,431
Financial guarantees given to banks in favour #t[7 $R171F H DAL B 77
of its related parties Z i N2 SR 248,262 251,769
Financial guarantees given to banks in favour #tIm8471E th AFEE =77 £
of its third parties Z 1 N2 BABs SR 662,032 671,384
2,166,760 1,592,584
2 P S A R W]
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20. CONTINGENT LIABILITIES (continued) 20. B EE ()

82

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

guarantees.

The guarantees are secured by the Group’s pledged bank
deposits amounting to HK$25,515,000 (31 December 2017:
HK$24,373,000).

The Group issued financial guarantees to banks in respect of
banking facilities granted to related parties and third parties.
The amount disclosed above represents the aggregate amounts
that could be required to be paid if the guarantees were called
upon in entirety. In the opinion of the Directors, the fair values
of the financial guarantee contracts are not significant as the
possibility of default by the relevant related parties is remote.
Accordingly, no provision has been made in these condensed
consolidated statement of financial position for these

guarantees.
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i -

A R RAT A R ER S
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H :24,373,000470) °
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21.

22.

Notes to the Condensed Consolidated Financial Statements

For the six months ended 30 June 2018 # % —.

MATERIAL RELATED PARTY
TRANSACTIONS

During the period, the Group had the following transaction

with related parties:

27 B 4 5 W i R BT
F—)\ENHA=Z1THIEANEA

21. FORBA TR 5

TRHATA - 7 5 8] B R gt T AT LA R 52 5

Six months ended 30 June

BEAH=THIEAMA

2018 2017
ZE)N\E —F -+t
HK$’000 HKS$’000
T THIT
(Unaudited) (Unaudited)
(REEFE ) CREEHFZ)
(Restated)
(K€1)
Interest expense on loans from related 2 B B
companies FE S 45,067 7,486

EVENTS AFTER THE REPORTING
PERIOD

Conversion of the 2018 Convertible Securities

On 26 July 2018, the Company received the conversion notices
from the security holders to exercise the conversion rights
attached to the 2018 Convertible Securities for the principal
amount of HK$250 million and HK$730 million respectively.
An aggregate of 217,777,777 conversion shares at the price of
HK$4.5 per conversion share were allotted and issued on 26 July
2018. After the allotment and issue of the conversion shares, an

aggregate principal amount of HK$3,020 million of the 2018

Convertible Securities remains outstanding.

Details of the conversion are set out in the Company’s

announcement dated 26 July 2018.

22. #H BRI

it — T — )\ AR AT I

BHREAAR F—NELA -+ NHE®
AT AR 45 48R 53 Al 2 245,000 & s o0 K 71
3,000 8 1 0 2 T F — /\AF 0] # JEwE 5 T
My 2 W ) AR 0 ) B e > A
917,777,777 BEREAS B % — \ 4L H
TS H g R 1y 4.5 o 2 MR JBEAE T
DAL 8§ S 384T o ﬁAﬁE%§ZQ%§%?EﬁH&H£1%{§ g
AHAEEE300H2,0008 H Tz~ — /4
AL S R AT o

it > SR R AN B H A —
A+ ANHZAE -

JNEFEL

TR AR
R R E A RA T
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22.

84

EVENTS AFTER THE REPORTING
PERIOD (continued)

Application for the issuance of ABS

On 30 July 2018, a wholly-owned subsidiary of the Company,
Tangshan Oceancity Real Estate Development Company Limited
(J5 L% 7 37 M BH 8% A R 7)), has made the application
of the issuance of ABS on Shanghai Stock Exchange. The
completion of ABS is subject to regulatory approval and market
conditions. The underlying assets of the ABS is Tangshan
Pelagic Mall located in Tangshan, PRC. The ABS will be issued
to qualified investors in PRC.

Details of the transaction are set out in the Company’s
announcement dated 30 July 2018.

Transfer of properties

Pursuant to the ruling made by Hebei Shijiazhuang Intermediate
People’s Court on 17 July 2018, Shijiazhuang Lerthai Real Estate
Development Company Limited (“SJZ Property Development”,
R b B Fﬁ/&ﬁl), a wholly-owned subsidiary of
the Company, would transfer certain investment properties held
by it to a creditor, China Railway Construction Group Co., Ltd.,
to offset the construction fees and accumulated interests payable
of approximately RMB436 million due to the creditor. The book
value of the captioned investment properties as at 30 June 2018
was approximately RMB320 million according to the unaudited

accounts of SJZ Property Development.

Details of the transaction are set out in the Company’s

announcement dated 13 August 2018.
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