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Manag ement Discussion and Analysis
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Business Review

Operating Results

In the first half of 2020, the net loss of the Group amounted to
HK$464,064,000. As compared to net profit of HK$60,275,000
in the corresponding period of 2019, the profit decreased
HK$524,339,000. Loss per share amounted to HK$0.53,
representing a decrease of HK$0.61 as compared to earnings per
share of HK$0.08 in the corresponding period of 2019.

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 Highspeed Railway station and Beijing Tangshan
Intercity Railway station. This project has a gross floor area
("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 4,024,000 sq. ft.; and (ii) the residential area of a
total GFA of approximately 2,510,000 sqg. ft. with approximately
1,700 residential units. Revenue of HK$11,976,000 was recorded
for the period (six months ended 30 June 2019: HK$17,188,000).

Tangshan Pelagic Mall

Tangshan Pelagic Mall is a commercial complex with a total
GFA of approximately 1,257,000 sq. ft., of which a total GFA of
approximately 25,000 sqg. ft. have been sold, and the remaining
approximately 1,232,000 sq. ft. are held by Tangshan Lerthai
Oceancity Corporate Management Company Limited for leasing
purpose, as well as for the office uses 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 2020,
revenue of HK$61,815,000 (six months ended 30 June 2019:
HK$88,510,000) was generated from Tangshan Pelagic Mall.
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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 pre-sale
in 2017. The Group received accumulated pre-sale deposits of
HK$1,329,308,000 as at 30 June 2020. Deposits was recorded as
“Contract liabilities” in the unaudited condensed consolidated
financial statements.

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 at the 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 under
construction. Currently, most of the shops have been leased
out as various quality tenants are attracted to place their retail
presences in the shopping mall and Handan Lerthai City will be
another key revenue driver to the Group in the future.

Real Estate Business in Shijiazhuang, the PRC

Shijiazhuang Lerthai Centre is a commercial complex with a GFA
of approximately 6,425,000 sqg. ft.. It comprises a tower phase
of approximately 2,308,000 sqg. ft. and a shopping mall phase
of approximately 4,117,000 sq. ft.. The tower phase is served as
both offices and hotel purpose while the shopping mall phase
comprise shops and car parking lots. During the six months
ended 30 June 2020, revenue of HK$215,716,000 (six months
ended 30 June 2019: HK$429,229,000) was generated from
Shijiazhuang Lerthai Centre.

Management Discussion and Analysis
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Financial Services Businesses

Through its wholly owned subsidiaries, LERTHAI Securities
(Hong Kong) Limited which holds Type 1 and Type 2 licenses,
and LERTHAI Asset Management Limited which, holds Type 4
and Type 9 licenses from the Securities and Futures Commission
of Hong Kong, the Company has been developing a vibrant
business in securities, futures and asset management.

In August 2017, Lerthai Global Commercial Real Estate Fund SPC,
a segregated portfolio company, was incorporated in Cayman
Islands. Since its setup, Lerthai Global Commercial Real Estate
Fund SPC has established three segregated portfolios to invest
in commercial real estates in the mainland China. These three
segregated portfolios are: China Handan Lerthai Commercial
Real Estate Fund SP, China Shijiazhuang Lerthai Commercial
Real Estate Fund SP and China Tangshan Lerthai Oceancity
Commercial Real Estate SP. LERTHAI Asset Management Limited
was appointed as investment manager for China Handan Lerthai
Commercial Real Estate Fund SP.

In May 2018, LERTHAI Asset Management Limited established
Lerthai Equity Investment Fund Management (Shenzhen) Co.,
Limited (1 EWEREESEECRINAER 2 a]) in Qianhai,
Shenzhen, under the Qualified Foreign General Partner (&
HEINE@BEFE A) scheme. Lerthai Equity Investment Fund
Management (Shenzhen) Co., Limited aims at providing an
efficient channel for overseas investors to invest in commercial
real estate assets that benefit from the prosperous new retail
and trading-up consumption in mainland China.
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Financial Review

During the period under review, total revenue of the Group
was HK$289,507,000 (six months ended 30 June 2019:
HK$536,679,000). The decrease in revenue for the six months
ended 30 June 2020 was mainly due to the outbreak of COVID-19
pandemic and restrict movements policies in the PRC, which lead
to the decrease in revenue arising from property development,
property leasing and provision of comprehensive property
management services.

Other income and (losses)/gains, net decreased to net loss of
HK$1,077,000 for the period (six months ended 30 June 2019:
net gain of HK$9,311,000). The decrease was primarily due to
no “changes in fair value of convertible bond designated at fair
value through profit or loss” recognised during the reporting
period.

The Group recorded a decrease in fair value of the investment
properties of HK$260,138,000 (six months ended 30 June
2019: increase in fair value of the investment properties of
HK$168,017,000), mainly attributable to the decrease as
adversely affected by the outbreak of COVID-19 pandemic.

Selling and marketing expenses decreased to HK$1,932,000 (six
months ended 30 June 2019: HK$2,871,000). Since most of the
pre-sale activities for Tangshan Lerthai City and Handan projects
were completed, the promotion scale had been downsized.

Administrative expenses amounted to HK$71,689,000 (six months
ended 30 June 2019: HK$89,954,000). The decrease was primarily
attributable to the decrease in employee benefits expenses as
the Company strengthened cost control during the reporting
period.

Finance costs recognised as expenses amounted to HK$379,174,000
(six months ended 30 June 2019: HK$340,540,000). The increase
was mainly attributable to the default interest charged for
certain banking facilities during the reporting period.

As a result of the various factors outlined above, the loss for
the period attributable to equity holders of the Company was
HK$464,064,000 (six months ended 30 June 2019: profit for
the period attributable to equity holders of the Company of
HK$60,275,000).
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Outlook

The COVID-19 epidemic started in the beginning of 2020
has a major impact on the economic industry. From a global
perspective, the world economy is facing a major test. Problems
such as global economic slowdown, complicated and changeable
international pattern, and uneven domestic development will
exist for a long time, and there is still high uncertainty of the
movement of COVID-19, which made countries to gain a new
understanding of the completeness of their own industrial chains
and to think about de-globalisation.

Through the effective control of the Chinese government, the
domestic epidemic situation has been gradually controlled. The
national economic development in 2020 and the near future
will continue to be in a period of structural phase transition.
The COVID-19 epidemic will bring changes to people’s lifestyles
and working methods and cause short-term impact on all walks
of life. Commercial retail is also affected by the short-term
psychological impact of the public on the epidemic.

Looking forward, we are cautiously optimistic about the
upcoming macroeconomic environment. It is China’s target to
build a moderately prosperous society in all respects in 2020. It is
also an important year for the satisfactory conclusion of the 13th
five-year plan. Economic development is still very much focused
on “Stability” and progress should be made within a reasonable
range. It is expected that national economic growth will operate
in a reasonable space under the new norm of the Chinese
economy and will continue to optimise the industrial structure.
The way characterised by digitisation will usher in structural
favorable changes in the epidemic.

The Group will continue to focus on quality, operation and
services, on commitments, on process management and control,
and on sustainable development as usual.
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Liquidity and Financial Resources

As at 30 June 2020, the Group’s cash and bank balances
maintained at HK$53,427,000 (31 December 2019:
HK$127,828,000). The current ratio was 0.35 times (31 December
2019: 0.36 times) as at 30 June 2020.

The Group’s gearing ratio was 45.41% (31 December 2019:
43.74%), which is calculated based on the Group’s total interest-
bearing borrowings of HK$10,624,828,000 (31 December 2019:
HK$10,538,928,000) to total assets of HK$23,399,346,000 (31
December 2019: HK$24,094,756,000).

Cash Flow Management and Liquidity Risk

The objective of liquidity risk management is to ensure that the
Group 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.

Foreign Exchange Exposure

The Group’s investment, assets and liabilities are mainly
denominated in Hong Kong dollar (“HK$"”), Renminbi (“RMB")
and United States dollar (“US$”) and no hedging has been made
during the period. The revenue to be generated from the PRC's
operations will be denominated in RMB, while the convertible
bond, senior notes and bonds of the Group are denominated in
HK$. 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.
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Charge of Assets

As at 30 June 2020, the Group's facilities and other loans of
HK$7,819,258,000 (31 December 2019: HK$7,937,618,000) were
pledged with investment properties and properties under
development for sales with an aggregate carrying amount of
HK$19,786,555,000 (31 December 2019: HK$20,043,329,000).

Capital Commitment and Contingent
Liabilities

As at 30 June 2020, the Group’s contingent liabilities amounted
to HK$448,688,000 (31 December 2019: HK$834,335,000) 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
(EE) had not yet been issued at 30 June 2020 (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$25,139,000 (31
December 2019: HK$28,483,000).

As at 30 June 2020, the Group issued financial guarantees
to banks in respect of banking facilities granted to related
companies and third parties with an aggregate amount of
HK$696,928,000 (31 December 2019: HK$722,332,000). 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 2020, the Group had contracted but not
provided for commitments for development cost and capital
expenditure in amount of HK$623,340,000 (31 December 2019:
HK$608,661,000).
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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 2020, the Group had 152 employees (six months
ended 30 June 2019: 169 employees). Total staff costs for
the period amounted HK$24,098,000 (six months ended 30
June 2019: HK$34,831,000), which comprised (i) Directors’
remuneration of HK$4,992,000 (six months ended 30 June
2019: HK$5,185,000) and (ii) staff costs (other than Directors’
remuneration) of HK$19,106,000 (six months ended 30 June
2019: HK$29,646,000).

Property Valuation

The Group’s investment properties located in the PRC was
revalued as at 30 June 2020 by an independent qualified
professional valuer, Knight Frank Petty Limited. The valuation
was 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$19,340,366,000 as at 30 June 2020 (31 December 2019:
HK$19,977,883,000). The decrease in fair value of the investment
properties of HK$260,138,000 (six months ended 30 June
2019: increase in fair value of the investment properties of
HK$168,017,000) was recognised in the condensed consolidated
statement of profit or loss for the period.
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Other Information

Hitt &

Share Award Scheme

The Company has adopted the share award scheme (the “Share
Award Scheme”) to recognise the contributions of certain
employees and help retain them for the Group’s operations and
further development. The Share Award Scheme was adopted by
the Board on 8 August 2014 (“Adoption Date”) and shall remain
in force for a period of 10 years.

The initial maximum number of shares which can be awarded
under the Share Award Scheme is 10% (i.e. 33,876,598 shares)
of shares in issue as at the Adoption Date and the maximum
number of shares which can be awarded to a selected employee
under the Share Award Scheme shall not exceed 1% of the
number of issued shares of the Company at the date of grant.

The rules and trust deed of the Share Award Scheme are
available on the Company’s website.

No ordinary share of the Company has been purchased and
awarded pursuant to the Award Scheme since its adoption.

Share Option Scheme

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

Based on the 338,765,987 shares in issue as at the date of
adoption of the Share Option Scheme, the maximum number
of shares to be issued upon the exercise of options that may be
granted under the Share Option Scheme are 33,876,598 shares,
being 10% of the shares in issue. Thereafter, the maximum
number may be refreshed and the maximum number shall not
exceed 10% of the shares in issue as at the date of approval of
the refreshed limit by the shareholders. On 26 June 2019, the
shareholders of the Company had passed an ordinary resolution
on the annual general meeting to refresh the maximum number
of shares which can be awarded under the Share Option Scheme
to 76,765,486 shares. The maximum aggregate number of shares
which may be issued upon exercise of all outstanding options
granted but yet to be exercised under the Share Option Scheme
and any other share option schemes adopted by the Company is
30% of the shares in issue from time to time. The Share Option
Scheme will remain in force for a period of 10 years commencing
from 22 August 2014, the date of adoption of the Share Option
Scheme. The Share Option Scheme is available on the Company’s
website.
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The following table discloses details of the Company’s share

options in issue during the period:
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Number of share options
BREHE
Exercise
price Granted Exercised
Name or category per share Outstanding at during during Outstanding at
of grantees Date granted  Exercisable period HK$ 1January 2020  the period  the period 30 June 2020
R=Z2=%F R=2=%%F

BRFALHESR BRTER —-A-H RAHR RAHR ~A=1H
B ER BB TEH B fef RATE Rt (o4 fe RATHE
Category 1: Directors
F-H EZ
Zhang Yan 16 May 2016 16 May 2016-15 May 2026 4.1 3,387,659 - - 3,387,659
Rt —TRF ZE-R"ERRA+AHEE

TA+TRAE “Z-R¥LATER
Total for directors
Bt 3,387,659 - - 3,387,659
Category 2: Employees 16 May 2016 16 May 2016-15 May 2026 411 30,488,931 - - 30,488,931
it “E-RE ZE-RNFRATRBEE

RAT<A “E-R¥hATARA
Total for employees 30,488,931 - - 30,488,931
EEAG
Total for all categories 33,876,590 = = 33,876,590

ARG
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Directors’ and Chief Executives’ Interests
in the Securities of the Company and
Associated Corporations

As at 30 June 2020, the interests or short positions of the
Directors or chief executives of the Company 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 were as follow:

EENRESTRAEREARTAR
MEEE 2B 5 ER

R-ZZE-_TEFRA=1+H  EEXARBHRSTT
BABRA A HEEAAEEZBE(EERESFR

A

IR RD) (158 27 R AR GBI )) EXVER) 2 B fn - 48
RN XEFTREABACERARAREZES R
HEEPIEISREF 2B - HBELHR

AIFfS T A LB ITAESETER R HNE
A7 B (MR 2E=F R ) R AN & AR X B) R g 32 P 2 4
BmICRBAND ¢

3

|+

Ordinary shares of the Company ERAREBER
Percentage of
Number of Number total number of
Name of ordinary underlying  shares in issue
director Capacity/nature of interests share(s) held share(s) held (approximately)
HEBRTRSG
FEEBR FEHE BYEDLE
EEZER B RmtE KRG EE KRG EHE (B4
Yang Longfei’ Beneficial owner 206,666,666 (L) 155,555,556 (L) 33.78%
B! EnREBA
Interest in controlled corporation 254,055,888 (L) - 23.70%
R EEER
Zhang Yan? Beneficial owner 2,178,000 (L) 3,387,659 (L) 0.73%
w2 EmBEAA

(L) demotes long position
Notes:

1. Mr. Yang Longfei is the holder of 206,666,666 Shares and 155,555,556
underlying shares of the Company under the convertible securities issued by
the Company to him on 20 April 2018. The 254,055,888 Shares were held by
China Lerthai Commercial Real Estate Holdings Limited (“China Lerthai”),
a company which was wholly and beneficially owned by Mr. Yang Longfei.
By virtue of the SFO, Mr. Yang Longfei is deemed to be interested in the
254,055,888 shares of the Company held by China Lerthai.

2. The 3,387,659 underlying shares of the Company hold by Ms. Zhang Yan
represent the share options granted by the Company on 16 May 2016 under
Share Option Scheme. Detail please refer to heading “Share Option Scheme”
above.
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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 2020, 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:
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B EEN  SBEEZHAARFKHITERA
BRARRREEMERER(ERREHFLHAE
EPIEXVER 2Bty - HEARDKEFTHEHL
BREBACENRERZ 7 M B GRAI£3521F
EFZERMBRIBRETRAME AR R LI
Rz EEmIORR -

RAHRE  EERARAHZEHTBRABRRES
ZEBHTN\FA T FRBERERKRCITEEM
A REAR R RERBORE M E 2R o

FERRRAQF RS EDR

RZZBEZZFAA=Z1+H RESTHARAERS
TRABFAE - AARIREES KAEEHIE
3361 BEF 2 B MATHE B AR B D =47
AROTHEESIABZAL( EZTSAR AR
BITBRABBRINGAT

Percentage of

Number of Number of total number of

Name of ordinary underlying  shares in issue

shareholders Capacity/nature of interests share(s) held share(s) held (approximately)

HERTRG

BEEER FEHEE HWEEHEDL

REREZRE B HEEME BRHEE RO A (B4)

China Lerthai’ Beneficial owner 254,055,888 (L) - 23.70%
R BEmEA A

Fantastic Stargaze Having a security interest in shares 490,722,554 (L) - 63.92%

Limited? R R B s
Peace Winner Having a security interest in shares 490,722,554 (L) - 63.92%

Limited? RGP EIRER
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Percentage of

Number of Number of total number of
Name of ordinary underlying  shares in issue
shareholders Capacity/nature of interests share(s) held share(s) held (approximately)
HERTRSG
BESER HEHEE BB
RERERE B REEME RGEE RGEE (B4
China Huarong Beneficial interest held by controlled 490,722,554 (L) - 63.92%
Overseas corporation
Investment RIEEERBEER Ea
Holdings Co.,
Limited*
R ERIINTE
BRARA A
EMEGCEETE Beneficial interest held by controlled 490,722,554 (L) = 63.92%
=T s YNGR corporation
RIELFEFAERER
Huarong Zhiyuan Beneficial interest held by controlled 490,722,554 (L) - 63.92%
Investment & corporation
Management I AERBERER
Co., Limited®
ERBERKREER
BREFELAS
China Huarong Beneficial interest held by controlled 490,722,554 (L) - 63.92%
Asset Management corporation
Co., Limited’ AR BEERER
hEREREEER
BRHBERAE
Chan Ho Yin? In the capacity as the Joint and 416,278,110 (L) - 54.23%
R SR8 Several Receiver
ERFERE RERIEE A
Chi Lai Man Jocelyn® In the capacity as the Joint and 416,278,110 (L) - 54.23%

rEXs

Several Receiver

TERAERKEREE A
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Percentage of

Number of Number of total number of
Name of ordinary underlying  shares in issue
shareholders Capacity/nature of interests share(s) held share(s) held (approximately)
HERTRSG
BEEAER ¥EER BYEDLE
RRERB B fEmtE ROEE R EE (BE49)
Golden Smart Profit Beneficial owner 110,666,666 (L) - 10.32%
Limited BERER A
THRABRAF
FEREEREES Beneficial interest 113,749,999 (L) = 10.61%
ERAFS B ER
Whitestream Beneficial interest 65,308,444 (L) - 6.09%
Development BERER
Limited
Zhao Zhijiang Beneficial interest 62,222,222 (L) - 5.80%

ST

(L) denotes long position

)

ERER

(LFEHFR

Notes:

China Lerthai was wholly-owned by Mr. Yang Longfei, the chairman, chief
executive officer and executive Director of the Company and Mr. Chan Ho
Yin has became the shareholder of China Lerthai as a result of appointment
as the Joint and Several Receivers over the 416,278,110 shares in the
Company.

Mr. Yang Longfei and China Lerthai have provided a first priority share
charge in respect of (i) the HK$200,000,000 convertible securities issued by
the Company on 20 April 2018 and 254,055,888 shares and (ii) 162,222,222
shares of the Company held by them respectively 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$450,000,000 issued by the Company. Fantastic
Stargaze Limited is the holder of the convertible notes of the Company in
the principal amount of HK$450,000,000. Please refer to the announcement
of the Company dated 22 January 2017 for further details.

Peace Winner Limited is a wholly-owned subsidiary of China Huarong
Overseas Investment Holdings Co., Limited.

Wi

FESEZABAARBERE THERRZNTESHRE
REEZERE  HEREARALTERAEZTAAQR
416,278,110 AR 15 By £ R R 18 Bl B A M Ak & B &)
RERRE ©

BRRAERPENRERBS OB ENOEARA]
RZZ—\FMHA =+ H¥¥77,2200,000,000;# 7T A] #2
J% & 7 12 254,055,888 % i {7 % (i1) 162,222,222 [ AR 1~
AR AR [A) R B ZE G AR B IR IR B R A R HI BB 2 &)
Fantastic Stargaze LimitediZ MBS MRS - LA
AR A B BT A S %8 /450,000,000 7T ) AT AR R 518
TR R E TR KR © Fantastic Stargaze Limited/2
& %/450,000,0008 T2 I RBBEZHBEA - BS
HEELHARRAYA-_E—+tE—A-t+=-B2zA

& o

Peace Winner Limited 5 B gl /8 IME BB AR A
AIZEZEMBARR -
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4. Fantastic Stargaze Limited is a wholly-owned subsidiary of China Huarong
Overseas Investment Holdings Co., Limited.

5. China Huarong Overseas Investment Holdings Co., Limited is a wholly-owned
subsidiary of ZEREFBEEBRRMH AR DA,

6. ERBRINEEEFREMLAT is interested in 91% of equity interests in
MEGEETERMERAA.

7 ERHRNEEEAREM AT is a wholly-owned subsidiary of China
Huarong Asset Management Co. Limited.

8. Chan Ho Yin and Chi Lai Man Jocelyn have been appointed as the Joint and
Several Receivers over the 416,278,110 shares in Lerthai Group Limited on 20
January 2020.

9, FERRIEREE AR AR, a company owned as to 50% by {75k and as to
50% by % —3.

10. Golden Smart Profit Limited is a wholly-owned by Xing Jianyong.

Save as disclosed above, as at 30 June 2020, the Company
had not been notified by any persons (other than Directors or
chief executives of the Company) who had interests or short
positions in the shares, underlying shares and debentures of
the Company which would fall to be disclosed to the Company
under the provisions of Divisions 2 and 3 of Part XV of the SFO or
which were recorded in the register required to be kept by the
Company under section 336 of the SFO.

Arrangements to Purchase Shares or
Debentures

Save as the Share Option Scheme and Share Award Scheme
disclosed above, there were no arrangements to which the
Company, its ultimate holding company, or any of its ultimate
holding company’s subsidiaries was a party to enable the
Directors to acquire benefit by means of the acquisition of shares
in, or debentures of, the Company or any other body corporate
during the period.
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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 and Risk Management
Committee

The audit committee of the Company (the “Audit Committee”)
comprises all three independent non-executive Directors, namely
Mr. Wong Tat Keung (chairman of the Audit Committee), Mr.
Wong Hon Kit and Ms. Chan Lai Ping. The Audit Committee 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 not during the period in compliance with
the code provisions of the CG Code, except for the deviation as
follows:
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Under code provision A.1.8 of the Corporate Governance
Code, an issuer should arrange appropriate insurance cover
in respect of legal action against its directors. With regular,
timely and effective communications among the directors and
the management of the Group, the management of the Group
believes that all potential claims and legal actions against
the directors of the Company can be handled effectively, and
the possibility of actual litigation against the directors of the
Company is relatively low. The Company will review and consider
to make such arrangement as and when it thinks necessary.

Under Rule 3.10(1) and Rule 3.21 of the Listing Rules, every
board of directors of a listed issuer must include at least three
independent non-executive directors and the audit and risk
management committee of every listed issuer must comprise
a minimum of three members. After Mr. Wan Ka Ming's
resignation on 27 December 2019 and before Ms. Chan Lai Ping’s
appointment on 27 March 2020, the Board and audit and risk
management committee of the Company comprised only two
independent non-executive Directors.

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 the Directors, all the Directors confirmed
that they have complied with the required standard set out in
the Model Code throughout the period.
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Condensed Consolidated Statement of Profit or Loss

BRGEERERE

For the six months ended 30 June 2020 BZ = =_ZF A=+ HLIER

Six months ended 30 June
BZEANA=1THIXEA

2020 2019
—E-%F s
Notes HK$'000 HK$'000
BT FHBT FHET
(Unaudited) (Unaudited)
(RBERZR) CRIEEZ)
Revenue = 4 289,507 536,679
Cost of sales SHE R (96,484) (162,318)
Gross profit EF 193,023 374,361
Interest revenue Bz 18,130 12,899
Other income and (losses)/gains, net Ha A K (&18), W -
)R] 5 (1,077) 9,311
Gain on disposal of a subsidiary HE—ERNB ARz W = 8,460
(Decrease)/increase in fair value of REWENTFECHD), /i
investment properties (260,138) 168,017
Selling and marketing expenses HE RTHEHAX (1,932) (2,871)
Administrative expenses 1T X (71,689) (89,954)
(Loss)/profit from operations K (BE),BR (123,683) 480,223
Finance costs S5 & 6 (379,174) (340,540)
(Loss)/profit before tax BB AT (B518), BRI (502,857) 139,683
Income tax credit/(expense) Frs®iil e,/ (Fx) 7 38,793 (79,408)
(Loss)/profit for the period RAAEREEAELGEA
attributable to equity (&518), = F
holders of the Company 8 (464,064) 60,275
(Loss)/earnings per share (HK dollars) &% (&18) B FI (&) 9
Basic HA (0.53) 0.08
Diluted P (0.53) 0.05
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Condensed Consolidated Statement of Comprehensive Income

BRGSEERa®RR

For the six months ended 30 June 2020 B Z =T =_FSF A=+ HILE~EA

Six months ended 30 June
BEANA=1tHIXEA

2020 2019
—B-2H —ZE-NF
HK$'000 HK$'000
FHT FET
(Unaudited) (Unaudited)
(REEER) (REEEZ)
(Loss)/profit for the peried wrmER) sy (64,069) 60,275
Other comprehensive loss: Htt2HEE :
Item that will not be reclassified to TEEH T HEEBm s AE -
profit or loss:
Fair value loss on financial liabilities BEZRAFEGFABRZ
designated at fair value through profit or eHMmAaBEREERRE
loss attributable to change in credit risk mEE 2z A EEE - (10,298)
Item that may be reclassified to profit or loss: FIESEF HEE Bz 2 HE -
Exchange differences on translating foreign BB FINER 2 [E 5 =458
operations (173,673) (1,339)
Other comprehensive loss for the period, MREMZEERRRR)
_metoftax (173673) (11,637).
Total comprehensive (loss)/income EAREREEAERLHRA
for the period attributable to equity 2H(BR) WEEHE
holders of the Company (637,737) 48,638
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Condensed Consolidated Statement of Financial Position

B 4R S B 35RO 3R R

Asat30June 2020 R=ZE-FF A =1+H

30 June 31 December
2020 2019
—B-BHF —E-hF
RA=+H +ZH=+—8
Notes HK$°000 HK$'000
B & FHxT FHET
(Unaudited) (Audited)
(REER) (BEZ)
Non-current assets EREBEE
Investment properties "EYE 1 19,340,366 19,977,883
Property, plant and equipment LE R Gy 12 19,357 19,954
Right-of-use assets ERAEEE 1,356 2,712
Deposit and prepayment e RBARIE 198,485 202,342
Pledged bank deposits BIEIFRITER 18,646 21,960
Deferred tax assets REBIBE E 5,969 6,167
Other non-current assets HEMIEREEE 3,300 3,300
19,587,479 20,234,318
Current assets REEE
Properties under development for FERFEME
sales 3,078,174 3,023,091
Properties held for sales BIELEWE 274,532 314,199
Equity investment at fair value BRAVEGFABRZ
through profit or loss IRt & 2,209 2,409
Trade and other receivables, B 5 REAFEUERK -
deposits and prepayments E& RIBNRIE 13 397,032 386,384
Restricted bank balances ZPRHIIRTTAE R - 4
Pledged bank deposits EHEARITHER 6,493 6,523
Cash and bank balances e RIRITEERR 53,427 127,828
3,811,867 3,860,438
Current liabilities REEE
Trade and other payables and B 5 I E At JE A BR R K
accruals FEETFRIE 14 3,184,433 3,238,209
Contract liabilities BRAE 1,680,741 1,685,661
Tax payable FERTL IR 88,403 92,743
Bank and other borrowings R1T R E M E K 15 5,436,581 5,236,123
Convertible bond AR ES 16 453,493 386,117
Senior notes BEEE 17 113,803 109,327
Bonds &5 18 44,288 42,485
Lease liabilities MEaE 1,570 2,997
11,003,312 10,793,662
Net current liabilities BB EFE (7.191,445) (6,933,224)
Total assets less current liabilities BEERRBARS 12,396,034 13,301,094
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Condensed Consolidated Statement of Financial Position

AR S M B R | R

Asat 30 June 2020 R=ZE-ZFFA=1+H

30 June 31 December
2020 2019
—E-%F —FT—NF
AA=tH +TZH=+—H
Notes HK$'000 HK$'000
B 5 FExT FET
(Unaudited) (Audited)
(REEER) (E%)
Non-current liabilities ERBERS
Bank and other borrowings R1T R E M B 15 4,536,254 4,708,209
Convertible securities AR B 5 19 40,409 56,667
Deferred tax liabilities BLERIBEE 2,887,043 2,986,009
7,463,706 7,750,885
Net assets EEFE 4,932,328 5,550,209
Capital and reserves EARR#E
Share capital [ 20 2,924,727 1,548,192
Reserves [t 1,559,663 3,554,079
Equity attributable to equity KATFEREBEEAELESR
holders of the Company 4,484,390 5,102,271
Perpetual capital instruments KEBEEARTA 21 447,938 447,938
Total equity B 4,932,328 5,550,209
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Condensed Consolidated Statement of Changes in Equity

F”HH%?AHQZIK*E ‘Eiﬁé

Attributable to equity holders of the Company

For the six months ended 30 June 2020 BZ = =_ZF A=+ HLIER

RAARREEARL
Convertible
Share Share securities Perpetual
Share reduction ~ option Statutory equity Exchange  Merger Revaluation Retained capital Total
capital  reserve  reserve  reserve feserve  reserve  reserve reserve  profits instruments  equity
ke BRE kRS X&
BE  HERE R AeBE ERRE ENBE SUEE  EfBE REEN  EXIR 48R
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS'000  HK$'000  HK$'000  HK$'000
TRt  TEr  TEr  ThEn Thr TEr  TEn Thr  TEn Thr  ThER
At 1 January 2019 (As originally ~ A=F- 75— F—H
stated, audited) (R3] &%7) 2,086,958 - 694 5548 2405382 (801,800 (5496,678) 14,240 6658874  1,150471 6,092,237
Effect of adoption of HKFRS 16 RAVE A KRS ES|
B[S d 7 - - - - - - - = vE]) - (231)
At 1 January 2019 (Restated) E-nE-5-H
(%@ﬁﬂ) 2,086,958 - 69282 5548 2405382  (801,800) (5496,678) 14,240 6,658,643 1,150,471 6,092,006
Total comprehensive (expense)  AHE2E(FER)/
income for the period Whaeg - - - - - (1339 - (10298 60275 - 18638
Issue of shares upon conversion  NEAT AR
of convertible securities BB (HE20)
(Note 20) 361,234 - - - (355505) - - - - - 5729
At30June 2019 (Unaudited) ~ R=F-NERAZTH
(REER) 2,448,192 - 694 5548 2,049877  (803,139) (5496,678) 3942 6718918 1150471 6,146,373
1 January 2020 (Audited) ~ H=F-FF-F-H
(@2%) 1548192 133440 69242 5548 2049877  (810,417) (5496,678) 41,158 7561909 447,938 5550,09
Total comprehensive expense  AHH2ER 4%
for the period = = = = - (173,673) = - (464,064) - (637,737)
Issue of shares upon conversion  FAE A ARk
of convertible securities AR (3t20)
(Note 20) 1,376,535 = = - (1,356,679) = = = = - 1985
At30June 2020 (Unaudited) ~ H=E=FFA=1H
(REER) 2924721 133440 69,242 5548 693,198  (984,090) (5,496,678) 41,158 7,097,845 447938 4932328
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Condensed Consolidated Statement of Cash Flows

BHHEEHRERER

For the six months ended 30 June 2020 B Z =—ZE =S F A=+ H1~EA

Six months ended 30 June
BEANA=1THILA<EA

2020 2019
—E-EHE —ZT—AF
HK$°000 HK$'000
FET FET
(Unaudited) (Unaudited)
(REEER) (REEEZ)
Net cash generated from REEBHABRESFH
operating activities 14,462 46,843
Cash flows from investing activities REREXBENEESRE
Interest received 2UFE 16,928 3,031
Payment for investment properties KEYEMK (3,895) =
Purchase of items of property, BEMFE  BEIEREEE
plant and equipment = (1,825)
Net cash outflow from disposal of HE—ENBAGMERE
a subsidiary TR = (5,892)
Net cash generated from/(used in) REEBKHREB(FiA)
investing activities RE&FH 13,033 (4,686)
Cash flows from financing activities REMEXBNRERE
New bank and other borrowings raised ESRITRAMMER = 226,532
Repayment of bank and other borrowings BERITREMERK = (38,800)
Loan from related companies REBERTENR 139,113 =
Repayment on loan from related companies E&RERIEQARIER (75,056) =
Interest paid B FE (169,928) (261,959)
Repayment to tenants and other companies  [AfF MEM A GER (6,162) (25,509)
Release of restricted bank balances BRBR PR HIRTTAE 24 4 =
Placement of restricted bank balances GFEXREEITES = (58,042)
Release of pledged bank deposits bR B P RITER 5,605 70,273
Placement of pledged bank deposits GFEDHERRITER (3,058) =
Principal portion of lease payment HENFASEH D (1,427) (1,374)
Net cash used in financing activities MEXKFTABEESEE (110,909) (88,879)
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Condensed Consolidated Statement of Cash Flows

F"HH%?AfﬁﬁmuE%

For the six months ended 30 June 2020 BZ = =_ZF A=+ HLIER

Six months ended 30 June
BEANA=1THILA<EA

2020 2019
—E-EF —E-hF
HK$°000 HK$'000
FET FAET
(Unaudited) (Unaudited)
(REER) (REEEZ)
Net decrease in cash and cash equivalents fﬁ.ﬁ&ﬁﬁ%{ﬁlﬁ B (83,414) (46,722)
Effect of foreign exchange rate changes, net [EXRE &) 2 & - 558 9,013 6,843
Cash and cash equivalents at 1 January Eé\—ﬂ —AZReRREEE
EH 127,828 184,107
Cash and cash equivalents at 30 June RAB=+HZRERBESEE
HE 53,427 144,228
Analysis of cash and cash equivalents RERALEEBEBDIN
Cash and bank balances Re RIBITHER 53,427 144,228
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Notes to the Condensed Consolidated Financial Statements

GRS M B HRR M

For the six months ended 30 June 2020 B Z =—ZE =S F A=+ H1~EA

28

CORPORATE INFORMATION

Lerthai Group Limited was incorporated in Hong Kong
with limited liability under the Hong Kong Companies
Ordinance. The address of its registered office and principal
place of business is Room 3303, Tower Two, Lippo Centre,
89 Queensway, Admiralty, Hong Kong. The Company’s
shares are listed on the Main Board of The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”).

These unaudited condensed consolidated financial
statements are presented in Hong Kong dollar (“HK$"),
unless otherwise stated.

The financial information relating to the year ended
31 December 2019 that is included in these unaudited
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 consolidated 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 2019 to the Registrar of
Companies as required by section 662(3) of the Hong Kong
Company Ordinance (Cap. 622).

BASIS OF PREPARATION -
GOING CONCERN

These unaudited 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 (the “HKICPA") and the applicable disclosures
required by the Rules Governing the Listing of Securities
on the Stock Exchange. These unaudited condensed
consolidated financial statements was reviewed by the
audit committee of Board. The Board has approved these
unaudited condensed consolidated financial statements on
28 August 2020.

Lerthai Group Limited
Interim Report 2020
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Notes to the Condensed Consolidated Financial Statements

E-%EH mEMBRRME

For the six months ended 30 June 2020 BZ = =_ZF A=+ HLIER

BASIS OF PREPARATION -
GOING CONCERN (continued)

As at 30 June 2020, the Group had net current liabilities of
HK$7,191,445,000. The cash and bank balances is decreased
from HK$127,828,000 to HK$53,427,000. In addition, the
Group has capital commitments of HK$386,504,000 and
other commitments of HK$236,836,000 as at 30 June
2020. These conditions indicate the existence of a material
uncertainty which may cast significant doubt on the
Group’s ability to continue as a going concern. Therefore,
the Group may be unable to realise its assets and discharge
its liabilities in the normal course of business.

Winding up petitions

On 28 July 2020, Industrial and Commercial Bank of China
(Asia) Limited (the “Petitioner”) filed a winding-up petition
("Petition”) against the Company in the High Court of
the Hong Kong Special Administrative Region (the “High
Court”) under HCCW 233 of 2020. The Petition was filed
against the Company for failure to settle the loans provided
by the Petitioner to LT Commercial Limited, a subsidiary
of the Company in the principal sum of HK$1,425,000,000;
interest and default interest accrued in the total sum of
HK$259,462,000; and daily default interest of HK$463,523
from 3 July 2020 until payment in full and all other costs
and expenses of HK$9,891,000 in relation to the default of
the Loans. The Petition will be heard at the Court of First
Instance of the High Court on 28 October 2020.

The Group’s ability to continue as a going concern is
dependent on the ongoing availability of finance supports
to the Group and successful implementation of debt
restructuring. If these finance supports were not available,
the Group may be unable to meet its financial obligations
as and when they fall due. These conditions, indicate a
material uncertainty which may cast significant doubt on
the Group'’s ability to continue as a going concern.
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Notes to the Condensed Consolidated Financial Statements

R B AR S B T MR R A

For the six months ended 30 June 2020 B Z =—ZE =S F A=+ H1~EA

2.

30

BASIS OF PREPARATION -
GOING CONCERN (continued)

Winding up petitions (continued)

The Group is in active negotiation with the banks and
lenders for further arrangements, including the extension
of repayment and renewal of the overdue borrowing. In
view of such circumstances, the Directors of the Company
have given careful consideration to the future liquidity
and performance of the Group and its available sources
of financing in assessing whether the Group will have
sufficient financial resources to continue as a going
concern. Certain measures have been taken to mitigate
the liquidity pressure and to improve its financial position
which include, but not limited to the following:

(i) The Group has been actively negotiating with a
number of commercial banks for renewal or extension
of repayment of the loans;

(i) The Group has been actively negotiating with
Industrial and Commercial Bank of China (Asia)
Limited for restructuring or extension of repayment
of the loans with the hope to withdraw the winding-
up petition;

(iii) The Group is also negotiating with various financial
institutions and identifying various options
for financing the Group’s working capital and
commitments;

(iv) The Group has accelerated the sales of its properties
under development, completed properties and
investment properties to solve the liquidity problem;
and

(v) The Group will continue to take active measures
to control administrative costs and containment of
capital expenditures.

Lerthai Group Limited
Interim Report 2020
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Notes to the Condensed Consolidated Financial Statements

RS M R R A

For the six months ended 30 June 2020 BZ = =_ZF A=+ HLIER

BASIS OF PREPARATION -
GOING CONCERN (continued)

Winding up petitions (continued)

As at the date of this report, the implementations of
these measures are still in progress. The validity of the
going concern assumption on which the unaudited
condensed consolidated financial statements are prepared
is dependent on the successful and favourable outcomes
of the measures taken by the Directors of the Company as
described above. The unaudited condensed consolidated
financial statements have been prepared on the assumption
that the Group will continue as a going concern and,
therefore, do not include any adjustments relating to the
realisation and classification of non-current assets and non-
current liabilities that may be necessary if the Group is
unable to continue as a going concern. Should the going
concern assumption be inappropriate, adjustments may
have to be made to reflect the situation that assets may
need to be realised at amounts other than those currently
recorded in the unaudited condensed consolidated
statement of financial position. In addition, the Group may
have to provide for further liabilities that might arise, and
to reclassify non-current assets and non-current liabilities as
current assets and current liabilities.

PRINCIPAL ACCOUNTING POLICIES

These unaudited condensed consolidated financial
statements have been prepared on historical cost basis
except for investment properties and certain financial
instruments which are carried at their fair values/fair values
less costs to sell.

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
preparation of these unaudited condensed consolidated
financial statements for the six months ended 30 June 2020
are the same as those presented in the Group’s annual
financial statements for the year ended 31 December 2019.
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Notes to the Condensed Consolidated Financial Statements

R B AR S B T MR R A

For the six months ended 30 June 2020 B Z =—ZE =S F A=+ H1~EA

3.

32

PRINCIPAL ACCOUNTING POLICIES
(continued)

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 2020 for the preparation of the Group’s unaudited
condensed consolidated financial statements:

Amendments to HKAS 1 Definition of Material
and HKAS 8

Amendments to HKFRS 3  Definition of a Business

Amendments to HKAS 39, Interest Rate Benchmark Reform
HKFRS 7 and HKFRS 9

Except as described below, the application of the new
and amendments to HKFRSs in the current period has had
no material impact on the Group'’s financial performance
and position for the current and prior periods and/or
on the disclosures set out in these unaudited condensed
consolidated financial statements.

New and amended standards and
interpretations have been published but are not
yet effective for the period ended 30 June 2020

The Group has not applied the new HKFRSs that have
been issued but are not yet effective. The application of
these new HKFRSs will not have material impact on the
financial statements of the Group. The Group has already
commenced an assessment of the impact of these new
HKFRSs but is not yet in a position to state whether these
new HKFRSs would have a material impact on its results of
operations and financial position.

Lerthai Group Limited
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Notes to the Condensed Consolidated Financial Statements

RS M R R A

For the six months ended 30 June 2020 BZ = =_ZF A=+ HLIER

REVENUE AND SEGMENT INFORMATION

Revenue represents the income from property development,

property leasing and provision of comprehensive property

management services, net of other sales related taxes and

after deduction of any trade discounts.

Revenue represents the aggregate amounts received and

receivable, analysed as follows:

4, WzkoEHER

W RKEMERR WEBREREHRES
WEREERBHMA - MR E A 35 E 48
BAMRIEA R AR B -

WastEe kB Z A5t 8 2T

Six months ended 30 June

BEANA=THLAEA

2020 2019

—ECEF —E-NF

HK$'000 HK$’'000

FET FHET

(Unaudited) (Unaudited)

(REER) CRIEEZ)

Sales of properties MFEIEE 34,619 211,308
Revenue from property management Y EEARTE 2 Wk

services 92,174 127,920

Revenue from contracts with customers HRKBEZEF & 42z 126,793 339,228

Rental income HEWA 162,714 197,451

Total revenue e 289,507 536,679

Disaggregation of revenue from contracts with customers:

KEEPEMZEmNE

Six months ended 30 June
BEANA=1THILXEAR

2020 2019
—EEF —E—NF
HK$'000 HK$'000
FET FHET
(Unaudited) (Unaudited)
(REER) (REEEZ)

Timing of revenue recognition Wy 225 7 R B
At a point in time NE S 34,619 211,308
Over time —EREERE A 92,174 127,920
Total FERE 126,793 339,228
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Notes to the Condensed Consolidated Financial Statements
GLEES S EL

For the six months ended 30 June 2020 B Z =—ZE =S F A=+ H1~EA

4. REVENUE AND SEGMENT INFORMATION 4. WERDEPER(E)

(continued)
Segment revenue and results oEbE R EE
The following is an analysis of the Group’s revenue and N TRBEBRAZBMELEDHED 2K EE
results by reportable and operating segments: Wiz REEDHT -
Segment revenue Segment profit/(loss)
oI E IR (B518)
Six months ended 30 June  Six months ended 30 June
BERA=THLXEAR BZXA=tHLXER
2020 2019 2020 2019
—B-EE —Z-NF ZEZBF —IT-NF
HK$’000 HK$'000 HK$'000 HK$’'000
FTExT FAT FHT FET
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(RBER) (REER (REER) (REER)
Real estate business in RUAT MR 2 [ EE 26 75
Tangshan, the People’s hEAREMB (THE)

Republic of China (the “PRC") Bl 73,791 105,698 2,279 40,875
Shijiazhuang, the PRC Bl A K EE 215,716 429,229 169,317 287,686
Handan, the PRC o B H 6 - - (5.151) (9,181)
West Covina, the United EFERARE(EE])

States of America (the “USA") FHRHAE 4 = 1,752 = 1,010

289,507 536,679 166,445 320,390

Unallocated amounts: AAEEHE -
Other income and (losses)/gains, ~ E iU A K (E518),/ Wz

net R (1,077) 9,311
Gain on disposal of a subsidiary ~ HE—RHB ARz = 8,460
(Decrease)/increase in fair value of & MEATLMEHL),/

investment properties b=yl (260,138) 168,017
Finance costs B E A (379,174) (340,540)
Unallocated corporate expenses, A% @ F5

net (28,913) (25,955)
(Loss)/profit before tax BREL AT (B518), & F (502,857) 139,683
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REVENUE AND SEGMENT INFORMATION

Notes to the Condensed Consolidated Financial Statements

RS M R R A

For the six months ended 30 June 2020 BZ = =_ZF A=+ HLIER

st K 73 2R E ¥ ()

(continued)
Segment assets and liabilities PHMEERERE
The following is an analysis of the Group's assets and INTRIRBRI2® REE D HE D 2 NEE
liabilities by reportable and operating segments: BERABES :
30 June 31 December
2020 2019
—E-BHF —E-NEF
AA=+H FTZHA=+—H
HKS$'000 HK$’000
F@xT FHET
(Unaudited) (Audited)
(REER) (EEZ)
Segment assets PHEE
Real estate business in AT M 2 5 b 2E 56 75
Tangshan, the PRC FREELL 7,859,163 8,254,510
Shijiazhuang, the PRC A KA 11,142,350 11,559,469
Handan, the PRC mh B HR &R 4,303,487 4,106,931
West Covina, the USA 3 B 7 L 4 4 = =
Total segment assets BB E 23,305,000 23,920,910
Unallocated amounts: KRAIZEE -
Pledged bank deposits EHERIRITIFHR 25,139 28,483
Deferred tax assets RIETHIBEEE 5,969 6,167
Restricted bank balances ZPRFIERTT AR - 4
Cash and bank balances R MIRTTARR 53,427 127,828
Unallocated corporate assets ROBEEE 9,811 11,364
Consolidated total assets FEREE 23,399,346 24,094,756
Segment liabilities STHMEE
Real estate business in AT b & 2 5 30 2 56 75
Tangshan, the PRC B 1,949,564 1,964,356
Shijiazhuang, the PRC P ELA KA 703,038 715,811
Handan, the PRC Hh [ HS EE 2,160,852 2,220,357
West Covina, the USA EB TR = =
Total segment liabilities woa’ 4,813,454 4,900,524
Unallocated amounts: K2 EE -
Tax payable FERTTRIE 88,403 92,743
Bank and other borrowings 1T R E A A 9,972,835 9,944,332
Convertible bonds Al AR B 453,493 386,117
Senior notes BAEEE 113,803 109,327
Bonds (EE> 44,288 42,485
Convertible securities A HAR% & 5 40,409 56,667
Deferred tax liabilities RIETHIEE R 2,887,043 2,986,009
Unallocated corporate liabilities ROMEEEE 53,290 26,343
Consolidated total liabilities ReEaE 18,467,018 18,544,547
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Notes to the Condensed Consolidated Financial Statements

GEEEEESY S B

For the six months ended 30 June 2020 BZE —ZE_ZEF A=+ HILAEB

5. OTHER INCOME AND (LOSSES)/GAINS, 5. Hal AR (&8), Wi
NET S

Six months ended 30 June

BEANA=THLAEA

2020 2019
b i 3 —E-NF
HK$'000 HK$'000
FER FAT
(Unaudited) (Unaudited)
(REEERK) CREEEZ)
Exchange (loss)/gain, net BE X (B518) a3 5 (2,866) (10,519)
Changes in fair value of convertible BEREATER A=
bonds designated at fair value ((EAFEFAERDZ
through profit or loss (“FVTPL") AR ES N FEZE = 12,530
Changes in fair value of equity RAFEEGTABR IRE
investment at FVTPL BENTEEZ (59) (226)
Loss on disposal of items property, HEYE  BERZEEEZ
plant and equipment 518 (3) (366)
Penalties for deferred settlement IR E TSI 339 -
Others Efh 1,512 7,892
(1,077) 9,311
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FINANCE COSTS

Notes to the Condensed Consolidated Financial Statements
LRSS e

For the six months ended 30 June 2020 BZ = =_ZF A=+ HLIER

6. MEEHR

Six months ended 30 June

BEAA=tTHILLAER

2020 2019
—ECEF —ZT-NF
HK$'000 HK$'000
FEx FAT
(Unaudited) (Unaudited)
(REER) CREEEZ)
Interest on: LATIEER Z A8
- bank and other borrowings - RIT R EAME R 314,849 322,621
- bonds -f&5% 1,803 1,658
- convertible bonds - AR E S 67,376 18,055
- convertible securities - AJARFE S 2,397 3,253
- lease liabilities -HEAE 115 245
— senior notes - BEER 4,476 6,876
391,016 352,708
Management fee to ABS scheme BEXHEFTEIEBAZ
manager EIRE 24,052 24,512
415,068 377,220
Less: Amount capitalised to investment &, : IR EWEK
properties under construction RERGEMEZ
and properties under = N e
development for sales (35,894) (36,680)
379,174 340,540
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R B AR S B T MR R A

For the six months ended 30 June 2020 B Z =—ZE =S F A=+ H1~EA

7.

38

INCOME TAX (CREDIT)/EXPENSE

7. FIBEBLER) FX

Six months ended 30 June
BEZASA=1THIEAEAR

2020 2019
—E-EF —ET-NEF
HK$'000 HK$'000
FHET FHET
(Unaudited) (Unaudited)
(RBERZR) CREEEZ)
Current tax — the PRC BNERFIE —
- PRC Enterprise Income Tax - REI TSR
(the "EIT") 31 81
- Land Appreciation Tax (the “LAT") - TR ER 3,462 10,565
3,493 10,646
Deferred tax EETIE (42,286) 68,762
(38,793) 79,408

Hong Kong Profits Tax is calculated at 16.5% (six months
ended 30 June 2019: 16.5%) of the estimated assessable
profit of the companies incorporated in Hong Kong. No
provision for income tax has been made as the Company
and subsidiaries in Hong Kong incurred tax losses.

Under the Law of the PRC on the EIT Law and
Implementation Regulation of the EIT Law, the tax rate of
the Group’s PRC subsidiaries is 25% (six months ended 30
June 2019: 25%).

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

The subsidiaries in the USA are subject to Federal Income
Tax of 21% (six months ended 30 June 2019: 21%) and
State Tax of 8.8% (six months ended 30 June 2019: 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.

Lerthai Group Limited
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Notes to the Condensed Consolidated Financial Statements

RS M R R A

For the six months ended 30 June 2020 BZ = =_ZF A=+ HLIER

(LOSS)/PROFIT FOR THE PERIOD 8.

The Group’s (loss)/profit for the period is stated after

charging/(crediting) the following:

A (E18), &R

AEENHR(EBER),aFIEHR GEA)

TIFERIPK

Six months ended 30 June

BEAA=tHLLAEAR

2020 2019
e —TNF
HK$°000 HK$'000
FET FET
(Unaudited) (Unaudited)
(REER) (REEER)
Employee benefits expenses including EERFABAZ(BREEER
Directors’ and chief executive’s BERTBEABZME)
emoluments
- Salaries, bonuses and allowances - & - AL ROEEE 22,453 31,542
- Retirement benefits cost - RRBRIAK A 1,645 3,289
Total employee benefits expenses BERAMNFAZ 2% 24,098 34,831
Less: Amount capitalised to investment &, | fEi2IEE Y E KL H
properties under construction FEMEZER LS
and properties under
development for sales (1,559) (3,263)
22,539 31,568
Cost of properties held for sales HRARZHFIELEME
recognised as an expense DN 17,109 86,612
Depreciation e 2,542 4,143
Gross rental and management fee WEMEZHERERBIRA
income from investment properties 4B (254,888) (325,371)
Less: Direct operating expenses incurred J& : EAHAE R EEBRAZ
for investments properties that WEMEEE
generated rental and KR
management fee income 55,222 48,806
(199,666) (276,565)
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For the six months ended 30 June 2020 B Z =—ZE =S F A=+ H1~EA

9.

B F ER 2R MY

(LOSS)/EARNINGS PER SHARE

(a)

(b)

Basic (loss)/earnings per share

The calculation of basic loss per share is based on the
loss for the period attributable to equity holders of
the Company of HK$464,064,000 for the six months
ended 30 June 2020 (six months ended 30 June 2019:
profit for the period attributable to equity holders of
the Company of HK$60,275,000) and the weighted
average of 883,738,000 ordinary shares (six months
ended 30 June 2019: 716,527,000 ordinary shares) in
issue during the interim period.

Diluted (loss)/earnings per share

There was no difference between basic and diluted
loss per share for the six months ended 30 June 2020.

For the six months ended 30 June 2019, the calculation
of diluted earnings per share is based on the profit
for the period attributable to equity holders of the
Company of HK$63,528,000 and the weighted average
number of ordinary shares of 1,235,229,000.

10. DIVIDENDS

40

The Board does not recommend the payment of any
dividend for the six months ended 30 June 2020 (30 June
2019: Nil).
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Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 June 2020 BZ = =_ZF A=+ HLIER

11. INVESTMENT PROPERTIES 11. REYE

Investment
Completed Completed properties Leasehold
investment  investment under land for
properties properties  construction future
in the USA in the PRC inthe PRC  development Total
TREEz URPEZ IRFERZ A
B&A (25354 TE AREREZ
REMFE RENE REME HELH @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THx TR THET THx THT
At fair value BAYE
At 1 January 2019 RZZ-N$—R—H 223,269 18,059,334 2,226,646 149,271 20,658,520
Additions RE - 92,112 8,252 - 100,364
Disposal of a subsidiary HE—HHBLA (223,655) = = = (223,655)
Transfer to properties under BRERETHENE
development for sales = (56,203) (351,573) = (407,776)
Changes in fair value FABHZATESR
included in profit or loss = 84,274 140,938 2,381 227,593
Exchange realignment ERAE 386 (336,395) (38,354) (2,800) (377,163)
At 31 December 2019 and RZZ-NEF+ZA
1 January 2020 (Audited) =t-BRZZ-ZH
—A-B(E&%) - 17,843,122 1,985,909 148,852 19,977,883
Additions NE - 3,895 - - 3,895
Changes in fair value FABREZATEED
included in profit or loss = (499,117) 238,979 = (260,138)
Exchange realignment BT B - (339,261) (39,175) (2,838) (381,274)
At 30 June 2020 (Unaudited) RZBZBERA
=+BREER) - 17,008,639 2,185,713 146,014 19,340,366
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Notes to the Condensed Consolidated Financial Statements
GLEES S EL

For the six months ended 30 June 2020 B Z =—ZE =S F A=+ H1~EA

11. INVESTMENT PROPERTIES (continued) 11. REYWHE(E)

42

All of the Group’s property interests held to earn rentals
or for capital appreciation purpose are measured using the
fair value model and are classified and accounted for as
investment properties.

The fair value of the Group's investment properties as at 30
June 2020 and 31 December 2019 have been arrived at on
the basis of valuations carried out on those dates by Knight
Frank Petty Limited, an independent qualified professional
valuers not connected to the Group.

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.

The Group’s investment properties with an aggregate
carrying amount of HK$10,857,428,000, HK$339,936,000,
HK$7,431,862,000 and HK$136,762,000 (31 December 2019:
HK$11,190,412,000, HK$353,672,000, HK$7,701,025,000 and
HK$142,289,000) as at 30 June 2019 were pledged to secure
bank and other borrowings granted to the Group, pledged
to secured borrowings obtained by related companies,
pledged to secured borrowings obtained by unrelated
companies and restricted in rights respectively.
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12. PROPERTY, PLANT AND EQUIPMENT

13.

Notes to the Condensed Consolidated Financial Statements

RS M R R A

For the six months ended 30 June 2020 BZ = =_ZF A=+ HLIER

12. % - BERRE

Acquisition and disposals

During the six months ended 30 June 2019, the Group
acquired assets with total cost of HK$Nil (30 June
2019: HK$1,825,000) and disposed assets amounted to
HK$186,224 (30 June 2019: HK$6,119,000).

TRADE AND OTHER RECEIVABLES,

WiE K &

REBEE-_ZT—NAF~A=+HLEXEAR
AEBWBEERKAABTETL(ZT—N
FXNA=+H :1,82500087T)  RHEE
E®fEA186,224B T(ZE—NFERA=

+H : 6,119,000/ 7T) °

13. EZREMEBUIERER - BER

DEPOSITS AND PREPAYMENTS SCANEY S|
30 June 31 December
2020 2019
—E-RF —E-NEF
RA=+H +ZH=+—H
HK$'000 HK$'000
FHET FHTT
(Unaudited) (Audited)
(REER) (& EZ)
Trade receivables g 5 W BR K 107,862 106,397
Prepayment of other PRC taxes HAhrp BIBE 2 FAN /IR 148,650 145,802
Prepayment for purchase of BEEEMH ZBNRIE
construction materials 1,170 2,820
Prepayment for construction costs KA Z FENFRIA 36,433 45,324
Other receivables, deposits and EMERERR - Ze RAMNKIE
prepayments 102,917 86,041
397,032 386,384
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R B AR S B T MR R A

For the six months ended 30 June 2020 B Z =—ZE =S F A=+ H1~EA

13. TRADE AND OTHER RECEIVABLES,
DEPOSITS AND PREPAYMENTS

44

(continued)

The aging analysis of trade receivables, based on the

date of revenue recognition or invoice date of rental and

services, is as follows:

13. EE R EMERERR - BER

TR R (&)

REWGER A HSAEERRBEEREHZ
SIEE BB R R RRE DT T

30 June 31 December
2020 2019
—ECEF —ET-NEF
AA=tH +TZA=+—H
HK$’'000 HK$'000
FHExT FHIT
(Unaudited) (Audited)
(REX) (EEZ)
Within 30 days 30HA 15,481 18,313
Over 30 days but within 1 year HBB30AER—FR 75,813 52,736
Over 1 year iR — 16,568 35,348
107,862 106,397
Lerthai Group Limited
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Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 June 2020 BZ = =_ZF A=+ HLIER

14. TRADE AND OTHER PAYABLES AND 14. B5 R HE RN R K BT
ACCRUALS I8
30 June 31 December
2020 2019
—EC-®H —2-NEF
~A=+A +ZA=+—8H
HK$'000 HK$'000
FHET FAT
(Unaudited) (Audited)
(REER) (&EZ)
Construction cost payables FE ST BEEERK AR 405,085 417,249
Accrued construction costs FEET LA 2,008,644 2,107,601
Advanced receipts from tenants HEZFENR 74,782 113,435
Deposits received from suppliers/ REDFZE W ftER,
contractors on contracts tendering HEEES 98,652 104,919
Due to related companies (Note) FE A5 B2 A B 3R E (T ) 64,057 =
Penalties and penalties interest payables &~ i 5% & £ 7 F & 164,917 168,121
Rental deposits MEZe 45,972 50,440
Other tax payables P H AT IR 32,226 35,316
Other payables and accruals H At JE A< BR SR R FE R RIE 290,098 241,128
3,184,433 3,238,209
Note: Amounts due to related companies are unsecured, interest free and MidE - BNBEARFIEAERER RLEEEEENR
have no fixed term of repayment. HARR -
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For the six months ended 30 June 2020 B Z =—ZE =S F A=+ H1~EA

14. TRADE AND OTHER PAYABLES AND 14. E5 R H RN R R BET
ACCRUALS (continued) FIE (4])
The aging analysis of construction cost payables, based on BIRE T B2 5|8 BT AR Y BRER D
the invoice date, is as follows: MR
30 June 31 December
2020 2019
—E-FF —E-NF
RA=+H +ZH=+—8H
HK$'000 HK$'000
FHET FET
(Unaudited) (Audited)
(REER) (&EZ)
Within 1 year —FA 33,681 90,054
Over 1 year but within 3 years MR —FE=FA 91,851 234,558
Over 3 years HBiB=4F 279,553 92,637
405,085 417,249
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15. BANK AND OTHER BORROWINGS

Notes to the Condensed Consolidated Financial Statements

%%%

B BHRRMEE

For the six months ended 30 June 2020 BZ = =_ZF A=+ HLIER

15. SRIT R E MG

30 June 31 December
2020 2019
—E-EF — N
~NA=+H +=-—A=+—H
HK$'000 HK$'000
FERT FHET
(Unaudited) (Audited)
(REEER) (& EZ)
Secured bank borrowings with AR EIRE R 2 BEA
carrying amount repayable: IRITEREREE -
— Within 1 year -—FR 1,821,957 1,697,824
— Over 1 year but within 2 years - —FAEEMFA 153,468 55,875
- Over 2 years but within 5 years -MENAEERFRA 602,910 435,825
- Beyond 5 years -ZRAF 246,645 502,875
2,824,980 2,692,399
Secured other borrowings with AR T EIEERE 2 B A
carrying amount repayable: Hib B HREREE -
- Within 1 year -—FRN 3,614,624 3,538,299
- Over 1 year but within 5 years (Note) - —F LA E{BRF R (&) 3,398,220 3,576,000
7,012,844 7,114,299
Total secured bank and other borrowings A #5R 77 & H A & Z a8 9,837,824 9,806,698
Unsecured other borrowings with AR T BB 8 2 I
carrying amount repayable HMERAREE
- Over 1 year but within 5 years -—FNUEERFR 135,011 137,634
Total bank and other borrowings IRIT R E MG AR 9,972,835 9,944,332
Less: Amounts shown under W 2YRERBEE
non-current liabilities BTNZ%H (4,536,254) (4,708,209)
Amounts shown under current 2N RBHEBEETN S
liabilities 5,436,581 5,236,123
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R B AR S B T MR R A

For the six months ended 30 June 2020 BZE =—ZE=—FF H=+H1

15. BANK AND OTHER BORROWINGS
(continued)

N

/N

@A

Note: On 3 August 2017, SJZ Property Development Co. Limited (“SJZ

48

Property Development”) issued leased ABS of RMB3,500,000,000
in the Shenzhen Stock Exchange. The ABS scheme includes
RMB3,100,000,000 class A securities and RMB400,000,000 class B
securities. Class A securities are held by qualified investors who enjoy
fixed return of income from the ABS, the entire class B securities
are held by SJZ Property Development which entitle to receive any
residual income from the ABS. Income of the ABS are derived from
the rental and operational income from the investment properties
securitised by SJZ Property Development. In the event that the rental
and operating income is not sufficient to cover the expected return
payable to class A securities holders, SJZ Property Development is
obliged to compensate the shortfall so that the class A securities
holders will still enjoy the fixed expected return. The ABS has a term
of five years, and the fund manager may arrange for the listing of the
securities as public REITs within the first three years or at the end of
the third year or may, at its sole discretion, arrange for the listing of
the securities as public REITs or seek the best opportunities to sell the
investment properties to third parties in the market during the period
from the beginning of the fourth year to the end of the fifth year.
Upon expiry of the term, the principal amount of RMB3,100,000,000
and the outstanding fixed return as of on that date shall be returned
to the class A securities holders, and the residual amounts are to be
retained by SJZ Property Development.

As the underlying investment properties did not meet the criteria of
derecognition, the Group did not derecognise such assets, and the
proceeds received was treated as financial liabilities. As at 30 June
2020, the carrying amount of such transferred but not derecognised
investment properties amounted to HK$7,344,540,000 (31 December
2019: HK$7,610,175,000) and the corresponding the carrying amount
of recognised financial liabilities was HK$3,421,240,000 (31 December
2019: HK$3,553,365,000).
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For the six months ended 30 June 2020 BZ = =_ZF A=+ HLIER

. BANK AND OTHER BORROWINGS 15. § H b E (&)

(continued)

ARERBIERTT S ELAf 8 SRR (B A S pn 7 15
BERFNZDT

The carrying amounts of the Group’s bank and other
borrowings and weighted average effective interest rates
per annum are as follows:

30 June Effective 31 December Effective
2020 interest rate 2019 interest rate
—ECEF —NE
AB=t+H BEBFZE +ZA=+—H EBRF=E
HK$’000 HK$'000
TExT FAT
(Unaudited) (Audited)
(REBER) (&%)
Fixed rate borrowings EEER 203,934 13.00% 202,030 13.00%
Floating rate borrowings ~ Z2f&%# 9,768,901 2.49%-9.76% 9,742,302  4.96%-12.72%

The bank and other borrowings are:

guaranteed by the related companies controlled
by Mr. Yang and/or Mr. Yang and his spouse (“Mrs.
Yang”);

personal guarantee provided by Mr. Yang and/or Mrs.
Yang;

pledged by equity and charged interest held by the
Group;

secured by certain investment properties owned by a
related company controlled by Mr. Yang;

secured by the Group’s certain investment properties
under construction;

secured by the Group'’s certain investment properties;

secured by the Group’s certain property, plant and
equipment;
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For the six months ended 30 June 2020 B Z =—ZE =S F A=+ H1~EA

15. BANK AND OTHER BORROWINGS 15. § H b & 5K (&)
(continued)
- secured by the Group’s certain properties under - BASEEETHERFEEMEER
development for sale; #
- secured by the assignment of all rents of certain - BUNFERETREDMESEFR
investment properties located in the PRC; and BHSERR: &
- secured by certain convertible securities held by Mr. - BEEERBENE TIRKRESER
Yang. EI
As at 30 June 2020, bank and other borrowings with a RZE_EFA=+H" ﬁE/_&Efﬂﬂﬁ
total principal and interest amounts of HK$5,163,910,000 A KT B 48%E5,163,910,00078 L (=
(31 December 2019: HK$4,995,265,000) were overdue and —71¢+_)5J :+ H: 4,995,265,000/’%
became immediately repayable. As at the date of this To)E BN ARNREE - RARSHE -
report, the Group has not obtained renewal or extension AEBEHARESHEEERTRESENTELE
of repayment of loans from the relevant lenders. The BEN - ARCHEZLEALLE M WERMEE
Petitioner has taken legal action against the Group to 2R MIFE26(a) T ER - 2B ABRIUVEAETT
demand immediate repayment as disclosed in notes 2 and B ERAEEARER
26(a) to the unaudited condensed consolidated financial
statements.
16. CONVERTIBLE BOND 16. AI IR &3
30 June 31 December
2020 2019
b g 32 ZE-NF
AA=+H +ZA=+—H
HK$°000 HK$'000
FERT FET
(Unaudited) (Audited)
(REEERK) (& &=%)
At beginning of the period/year REF 9] 386,117 380,363
Interest charged during the period/year HifE,/GFEF S 67,376 35,113
Interest paid EfTHE - (5,667)
Change in fair value N EEE - (23,692)
At end of the period/year FER R 453,493 386,117
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For the six months ended 30 June 2020 BZ = =_ZF A=+ HLIER

16. CONVERTIBLE BOND (continued)

On 26 January 2017, the Company issued convertible bond
to an independent third party in the principal amount of
HK$450,000,000 (“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 another convertible bonds
to an independent third party in the principal amount of
HK$550,000,000 issued on 10 January 2014. The Convertible
Bond is denominated in HK$ 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 Convertible
Bond was redeemed or if the Convertible Bond has 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 bondholder an additional
interest in an amount equal to 1% per annum of the
principal amount of the Convertible Bond so redeemed or
matured.

Pursuant to the terms and conditions of the Convertible
Bond, the Company is required to repay certain amounts
of the principal on the first and second anniversary of the
date of issue of the Convertible Bond. 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 bondholder
redeems the whole or part of the outstanding principal
amount of the bond, 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 Convertible Bond.
Details of the repayment terms and the conditions are set
out in the Company’s announcements dated 22 January
2017.

16. Al &% E % (&)

NZEBE—+E—HA=-+,"8  XQTEIA—
BN R = E1TAE§E/R450,000,000%
T ABRES(gRkES]) 2=
SFE—A-+AB(EHB)AH=F - %
B FEFEERERNEER - —
NE—A+BRBYE=FEITASES
550,000,000/ 0 2 5 — A[ R & o Al
BES AETTIIE L A8 % F ARt 8 o 7
BE-ZE—tEANA=THEH SEEX
TR o lEHh - RERERITRRESS
B BHEEIE B SRR ESREIEA
Al AR EEEER - NEHER B Hs R8I A
(RIBERTME) - NABAREHFFEALA
CHEERNAERKE B TRREFAS
BEF1% 2 BINFIS o

RIE AR EH 2GR NEE - RAFIER
AMRESFETRRZE-—RFEBEFHH
BB sATEE ARITHAERE
T+T—EEAERSCEEZNEA 2HL
EIFERE - WHEERFEAREES=1H
EMAMZBERT  ARFAIEDR 2 E s
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16.

52

CONVERTIBLE BOND (continued)

The Convertible Bond 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 Convertible Bond are set out in the announcement
issued by the Company on 22 January 2017. As at 30
June 2020, the principal amount of convertible bond was
HK$370,000,000.

The Convertible Bond is secured by the Company’s shares
held by Mr. Yang and China Lerthai, convertible securities
held by Mr. Yang and guaranteed by Mr. Yang.

As at 31 December 2019, the convertible bond has been
designated as financial liabilities at FVTPL as they contain
more than one non-closely related embedded derivatives.
The fair value of the convertible bond is 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 convertible bond with Conversion
Feature is determined using binomial option pricing model
with the following key inputs.

Lerthai Group Limited
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16. Al &% E % (&)

At 31 December

2019

—FNF

+=ZRA=+—H

Share price of the Company iN/NE LS HK$4.58
4.58787T

Risk free rates #22 [ fa 71| 2 1.46%
Discount rate IR 10.15%
Dividend yield % B M as & 0%
Option life REAR i 2 0.07 year
0.074F

Volatility EEE 20.12%
Exercise price TE(E HK$3.90
3.90%5 7T

The above risk free rates were determined with reference
to yields of 0.07 year HKMA Hong Kong Exchange Fund
Bills available as of 31 December 2019. The expected
volatility was determined based on the historical volatility

of the Company’s share price for the past 0.07 year. METE o

The key inputs of the fair value changes in the credit risk
recognised in other comprehensive income are as follows:

B EoA 2 ER 5 R AR A FE
BHEEHABENT

i ERBRMNERTIDHESER_T—NF
TZA=+T—RHBZ0.07FHEESERER
SNER SRR MR RETE - REIKEIETD
D RRBEAR R FBE0.07FRE 2 ELIKE

“=4

At 31 December

2019

—ET-NEF

+=ZA=+—H

Internal rate of return (“IRR") RENEEES(RAE I EEES)) 6.17%

Benchmark interest rate FAEF & 8.69%

Instrument-specific component of IRR &R B R a) T B R E AR E 3.37%
Discount rate used for calculation of ARETEEERRE IR E

credit risk portion 12.06%
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16. CONVERTIBLE BOND (continued) 16. AT R &2 (&)

On 24 April 2020, the Company received a statutory MRZZEZTFMAZ+HA  AREWEZR
demand from Fantastic Stargaze Limited (“FSL") ("FSL HFantastic Stargaze Limited([FSL|) 2%
Statutory Demand”) demanding repayment of an EEREEES(FSLETEEREEE]) 2
outstanding sum of HK$437,618,000 under the convertible SKAE B AN R [AIFSLETTHY O] B IR (B 5 R (B
bond issued by the Company to FSL. FSL is a wholly-owned BSR4 437,618,000 70 © FSL2A B
subsidiary of China Huarong Overseas Investment Holdings BEIMEEERAR DG ([ZERL) B2 &M
Co., Limited (“Huarong”). The Company is now in the BT ARAFIRIER LM EBESIOAEE
course of taking legal advice on the matters mentioned R UFHEEER IS - BREIFSLEEE
above in order to assess its legal position. Since the receipt KEEEZR - NAR—HBEEREITRE
of the FSL Statutory Demand, the Company has engaged in B BRENEASR - WFRERNT
proactive negotiations with Huarong on the restructuring R BERKRITRE - SFBEERENAQT
plan, in order to attain the support from Huarong and HER—_Z_ZTF)\AWBZAE °

reach an amicable understanding. Detail of which was
disclosed in the announcement of the Company dated 4
August 2020.

17. SENIOR NOTES 17. BEERE

30 June 31 December

2020 2019

—ETEF —E-NEF

AA=+HA +ZHA=+—H

HK$°000 HK$'000

FExT FET

(Unaudited) (Audited)

(REBER) (&%)

At beginning of the period/year RE 9] 109,327 100,226
Interest charged during the period/year Hif,FEF S 4,476 13,564
Interest paid EfTHE - (4,463)
At end of the period/year ER, R 113,803 109,327
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17. SENIOR NOTES (continued)

During the year ended 31 December 2016, the Company
issued senior notes with aggregated principal amount of
HK$100,000,000 to independent third parties (“2018 Senior
Notes”). The 2018 Senior Notes are denominated in HKS,
unsecured, transferrable, bear fixed interest at 7% per
annum and will be redeemed at 100% of their principal
amount on 29 November 2018. The Company may, on or
at any time after the issue date and prior to 29 November
2018, upon giving not less than five business days’ prior
written notice to the noteholders, redeem the 2018 Senior
Notes, in whole but not in part, at 101% of the principal
amount, together with accrued interest.

On 22 November 2018, the Company and the trustee have
entered into a supplemental trust deed pursuant to which
the 2018 Senior Notes is extended to 29 November 2019
and the interest rate is adjusted to 9% per annum for such
extended year.

On 19 December 2019, the holders of the notes served
on the Company statutory demands (the “Statutory
Demands”) requesting the Company to repay the 2018
Senior Notes within three weeks after the service of the
Statutory Demands. Details are set out in the Company’s
announcement dated 20 January 2020.

As at 30 June 2020 and 31 December 2019, the principal
amount of the 2018 Senior Notes is HK$100,000,000.

17.

BAEE(E)

HE-_Z—RNE+-_A=1+—BLLEE "
ARARMBILE=ZFABTASHBEAR
100,000,000 T B A RE ([ ZF—N\F
BEZR] - ZE—NFEEZBUETS
B DEEARAIEE  UEEFENET%
HE YR _ZE—NF+—A=-+tIBE
BIHEAREEE100% © KRR AT RETHEZ
BEMSEE_ZE—N\F+—A=tNBZ
Al - EREBRFEAREN DR AEE A
ZTBEEEBAE  EASFE101%E R E
HAEEREHmMIERND - \FELE
y}ﬁo

RZB-—NFE+—A=-+=8 ARFEEF
HABTLARELEE Bt —ZT—N
FEAEBRCERE_ZE-AFE+—A—-+
NBRFERERFEABREFFEIY -

RZZE—NFE+=ZATNEB  EEFEAM
RARZKEEEEZREERE(EEEKER
) BEXARTREEERKERSXER
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18. BONDS 18. B %
30 June 31 December
2020 2019
—ECEF —E-NEF
ANA=+H +=ZA=+—H
HK$'000 HK$'000
FHBT T
(Unaudited) (Audited)
(RBEZR) (FE.%)
At beginning of the period/year REF 9] 42,485 39,062
Interest charged during the period/year HifE,/&E | B 1,803 3,423
At end of the period/year REF R 44,288 42,485

56

The bonds are denominated in HK$, transferrable,
unsecured, matured on eight years after the date of issue
and bear interest at 8% per annum. The Company may at
any time prior to the maturity date redeem the bonds at
101% of the outstanding principal amount (in whole or
in part) in cash by serving at least five business days’ prior
written notice to the bondholders. In the opinion of the
Directors, the fair value of the option to early redeem the
bonds is insignificant at initial recognition and at the end
of the reporting period.

As at 30 June 2020 and 31 December 2019, the Group
did not meet certain covenants of the bonds which was
therefore reclassified as current liabilities.

The bonds will mature on the date immediately following
eight years after issuance which are 4 November 2022 and
6 January 2023.

Lerthai Group Limited
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19. CONVERTIBLE SECURITIES

On 20 April 2018, the Company issued convertible securities
to Mr. Yang with the principal amount of HK$4,000,000,000
("Convertible Securities”) as consideration for the
acquisition of the entire issued share capital of two target
companies. 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 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 security
holders. Details of the terms and the conditions of the
Convertible Securities are set out in the Company’s circular
dated 28 March 2018.

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.
As at 30 June 2020, the principal amount of the Convertible
Securities was HK$700,000,000 (31 December 2019:
HK$2,070,000,000).

The Convertible Securities 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 HKS.

19. WAPRFE

RZZE—N\FMA=1+H ' KNARMEIBLE
21T/ %8/54,000,000,000/% 702 AT #2 %
BH(RRESD ERWEMEEZER
AIEHEBITRAZKRE - ATRRBLHL &
B FEEEEAR2% - WHERETH
HAAFETHNEEMAES - RERF -
ZER T \FURRELFAREELSTE
2R WESFIN AR RREERERE
REBEEIHASARBZFBEAZLBE
MMEEREMNREZ106F - BHAATRK
BHEZBERRGHENRANARIBHAE=Z—
NEFE=ZRAZ+NBZBHK -

N4 %8 /54,000,000,00055 7T 2 Al 2 B 75 55
WIREREERA.58 T (R EEIERFTR
R A& %4 +:888,888,888 %17 -
RZZE_ZTEXNA=Z1+A AJBREELHZA
4+ %8/4700,000,0008 L (T —LF+=
A=+—8 :2,070,000,0005T) °

AR B HLUBITET o A - REBITAMR
RFESHE RN EZEEA IE 2 ZEEAE - 7
BRBHBIRETHEHZARK1.00TH
1.239658 T2 EXIRE - RAAIEEY Kk
ZERNRE2EARK1.007T57.1.239657%
TEZERAAREIEL o R B %N
BITYIR 2 RS REED -
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19. CONVERTIBLE SECURITIES (continued) 19. AT E S (])

58

The 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
Convertible Securities) is determined using the Binomial
Model.

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
Binomial Model were as follows:

A ESEEMEn  BRECGEREE
BERYIEBLMARRR R ITERATER
BAORARTETR) RERMERD -
RETE - BESO X HETDMABALE
AEREBNRITHIGNERETE - MAES
RAEANBRERSEa BRI AFE
Gt A#Ezm) (ATARE B D) IAA =
AAEAEE -

REBETERFFEARERERAAITET
AZRAFENB-AAEAFE - —HAR
A ABWT :

At 20 April

2018

RZZE—-NF

MA=-+H

Share price of the Company RRARRIE HK$4.43
4.437% 7T

Risk free rate 1 [ P 7 & 2.10%
Dividend yield [i% B Mz = 0%
Volatility B 48.66%
Exercise price B HK$4.50
4.50/8 7T

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

W17 A ARRES B EHS RIERHH 2
ATEMT :

HK$'000

T

Liability component aEHs 87,951
Equity component I D 3,961,106
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19. CONVERTIBLE SECURITIES (continued) 19. AR 5 (F)
The effective interest rate of the liability component MEBEITEAMRESBGEE S cERNER
is 11.81% for Convertible Securities at the date of the 11.81% °
issuance.
The movement of the liability component of the MRBLFEBRDBS RN AHAR 2 EBOT -

Convertible Securities for the period is set out below:

30 June 31 December

2020 2019

—ECEF —E-NF

AA=+HA +=ZHA=+—H

HK$°000 HK$'000

FER FET

(Unaudited) (Audited)

(REBER) ('R

At beginning of the period/year REF 9] 56,667 56,444

Interest charged during the period/year HiFRF| 8% 2,397 6,461
Conversion B2 it (19,856) (5,729)
Exchange realignment PE W A% 1,201 (509)

At end of the period/year REF R 40,409 56,667
The fair value of the Convertible Securities at initial AR F SRV ERRE 2 A FEDERS
recognition were arrived at on the basis of a valuation N B EER () R A 7 (AR S B &
carried out on those dates by Colliers International (Hong FENBYAEREXGEMNZEBEH
Kong) Company Limited, an independent qualified ETHNEEMERE - REEANBmEE
professional valuer not connected to the Group. They are BIZE135% - BERATFESIAHFTHESR
categorised as Level 3 under the fair value hierarchy set B F=BATEFN=RERERLIE
out in HKFRS 13. Level 3 fair value measurements are those ERAIERMISEIENEEXA B AR
derived from valuation techniques that include inputs for (PRI A BB) 2 MEFAET 25

that asset or liability that are not based on observable = °
market data (unobservable inputs).
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20. SHARE CAPITAL

20. IR A

Number of

ordinary shares Share capital

ZBER
BRoEE [
HK$'000
FHET
Issued and fully paid: BETRAR:
At 31 December 2018 and 1 January RZB-—NEF+ZA=F+—8K
2019 (Audited) —ZE-hF-A-BEER 687,877,084 2,086,958
Issue of shares upon conversion of RREEIR AT AR 7B 5 R TR D
convertible securities (Note a) GEL) 79,777,777 361,234
Capital reduction (Note b) & AHERE (M 3ED) - (900,000)
At 31 December 2019 and 1 January RZZBE-NFTZA=T—8K
2020 (Audited) —ETFE-A-REER 767,654,861 1,548,192
Issue of shares upon conversion of IR T MR B AR TR D
convertible securities (Note c) (Ft 7o) 304,444,443 1,376,535
At 30 June 2020 (Unaudited) R-BZBFXA=+H
(REER) 1,072,099,304 2,924,727

Notes: Bt =

(@) On 26 April 2019, the Company received the conversion notices (@ RZZT-—AFHWA=+B AARKRIIMEE
from 2 securities holders to exercise the conversion rights attached FFA AT AR € # % /359,000,000 T2
to the convertible securities for the aggregate principal amount of AR B F AT c B ENEREBEM - &3
HK$359,000,000. An aggregate of 79,777,777 conversion shares at the 79,777, 77T R HER T —AFMA =+
price of HK$4.50 per conversion share were allotted and issued on 26 N BIREFRIERAR D 4.5078 7T 2 AR B T LA BC 2
April 2019. KT -

(b)  Pursuant to a resolution passed in the extraordinary general meeting (b) RER-ZF-NAFNAZTNBEITHRERRER
held on 26 June 2019, regarding the reduction of the issued share AGRBARER  BREUAERDREBITRA
capital of the Company by HK$900,000,000 (the “Capital Reduction”), 900,000,000 7T ([ & ZAEIR ) - & ANAIRE £ &Y
the credit arising from the Capital Reduction has been applied to a HERCEANARBIE AR EEER - MHEE
capital reduction reserve account of the Company and such reserve to ERREXRBEIZE—AFNA+TZB)AE
be used to set off against the accumulated loss of HK$766,560,000 of AR B 251 E518766,560,00075 7T ©
the Company as at the effective date (i.e. 12 August 2019).

(c) On 20 January 2020 and 21 January 2020, the Company received the (o) RZB-_TF—A=-+ARK=T=TF—HA=+

conversion notices from 4 securities holders to exercise the conversion

rights attached to the convertible securities for the principal amount
of HK$788,000,000 and HK$582,000,000 respectively. An aggregate of
304,444,443 conversion shares at the price of HK$4.50 per conversion

share were allotted and issued.

60  Lerthai Group Limited
Interim Report 2020

— B ARRKEEEBLFBEARTELRS
#8589 Bl £788,000,0007% 7T )2 582,000,000 7T
Z ARG E ST 2 SR EIRm A - A5
304,444,443 R R 15 B 12 B IRIR AR AR 19 4.50
BT Z MR (B F UABD 3 IR 31T -



Notes to the Condensed Consolidated Financial Statements

E-%EH mEMBRRME

For the six months ended 30 June 2020 BZ = =_ZF A=+ HLIER

21. PERPETUAL CAPITAL INSTRUMENTS

Pursuant to the perpetual loan agreements entered on 30
June 2018 between certain wholly-owned subsidiaries of
the Company and the related companies controlled by Mr.
Yang (the “Perpetual Loan Agreements”), the loans bear
interest at 8%-
loans are paid annually on or before 31 December and can
be deferred at the discretion of the Group. The related

10% per annum. Interest payments on the

companies could not request for repayment of the principal
and accrued interest save and except 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 Agreements, no guarantee of
any kind is required to be given by any member of the
Group to either the related companies for the loans.

As at 30 June 2020, the perpetual capital instruments
holders were entitled to receive interest of HK$101,487,000
(31 December 2019: HK$86,340,000) but only payable
when the Group elects to pay at its sole discretion or in
the event of liquidation. In the opinion of the Directors,
the perpetual capital instruments do not contain any
contractual obligation to pay cash or other financial assets
for the interest pursuant to the terms and conditions,
accordingly, the recognition of the interest has been
deferred until become payable in the future, if required.

21.

?IlﬁﬁmIﬂ

RBARRBET2EMNE AR E15 5T L2
ZBERRFIVMBEHR-E-N\FR A=
THAKEBGZ(DKEBRR] - BEXF
MER8%E10% - BFHN T _HA=1+—H
iZwiﬁE ﬂ AAREETBTEHIE
BT - BEARTERRKEEAS KERTF
WﬁEIETﬁﬁ“&E§$$&E%ﬂ
BHRERRIN) -

REBKEE R - AEEEAKEHTRE
KAERBERRREFREETAPEAE
& e

R-ZZE-_ZEFA=+H  xEEAXITEA
#E ANEREWEF B2101,487,0008 T(=
T—NF+=ZA=+—H : 86,340,000
) EERAEBEEITATEESFE
HRYM  ZFBFRA KEEATAVESR
ERBHERRGERF SNBSS M
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22. CONTINGENT LIABILITIES

22. RAREE

62

30 June 31 December
2020 2019
t et 222 —E-hF
RA=+H +ZH=+—8H
HK$'000 HK$'000
FTHER FHET
(Unaudited) (Audited)
(REEXK) (&%)
Guarantees given to banks in favour of ~ FLIRITIRME 2 IZIBE K AIRTT
its customers in respect of mortgage TEEAEE P AXm A 2 ER
loans provided by the banks 448,688 834,335
Financial guarantees given to banksin  FAIR/TIEH AR BER R A
favour of its related companies S A Z B TS HEIR 660,335 685,028
Financial guarantees given to banksin  FASE/TEHUESE = AT HEA
favour of its third parties < W ESHEAR 36,593 37,304
1,145,616 1,556,667

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

The guarantees are secured by the Group’s pledged bank
deposits amounting to HK$25,139,000 (31 December 2019:
HK$28,483,000).

The Group issued financial guarantees to banks in respect
of banking facilities granted to related companies 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 companies is remote. Accordingly, no
provision has been made in these unaudited condensed
consolidated financial statements for these guarantees.

RELATED PARTY TRANSACTIONS

During the period, the Group had the following material
transactions with related parties:

22,

23.

HAREE ()

AEBEHEBROTGEREFRZERE
25,139,000 (= E—hF+-_A=+—
B : 28,483,000/ 7T) ©

AEERETRAERARRE=HNRITRE
BHPBERTRT - EXRENSTEEK
WEREHEITRERE(EE A EH TR
T BFERR UBERSONAFEL
TEKXR - THNERBEERRZ DN AN
BRIK o Btk - WARRUFREEZERES
ISR FRRIE LR -

BELSRS

KA - AEBREETETTATEKX

%5

Six months ended 30 June

BEAA=tHLLAEAR

2020 2019
—EC%F —TNF
HK$'000 HK$'000
FTHER FAT
(Unaudited) (Unaudited)
(REEERK) (R EZ)
Interest revenue on promissory note KE—BEF2ALEERNE
from a Director Wz = 4,581
Property management fee expense ST —HBEEQRME
paid to a related company EERERX 15,158 15,438
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FAIR VALUE MEASUREMENTS

Fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. The
following disclosures of fair value measurements use a fair
value hierarchy that categorises into three levels the inputs
to valuation techniques used to measure fair value:

Level 1 inputs: quoted prices (unadjusted) in active
markets for identical assets or liabilities that
the Group can access at the measurement
date.

Level 2 inputs: inputs other than quoted prices included

within level 1 that are observable for the

asset or liability, either directly or indirectly.

Level 3 inputs: unobservable inputs for the asset or

liability.

The Group’s policy is to recognise transfers into and
transfers out of any of the three levels as of the date of the
event or change in circumstances that caused the transfer.

Lerthai Group Limited
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24. FAIR VALUE MEASUREMENTS 24. AR EFTE(E)

(continued)

NP EBRE :

Disclosures of level in fair value hierarchy:

Fair value at

AFER
30 June 31 December Fair value
Description it 2020 2019 hierarchy
—ECEF —E-NF
NA=+H t-—HA=1+—H AEEER
HK$'000 HK$'000
FET FHET
(Unaudited) (Audited)
(REER) (BE%)
Recurring fair value REMEAFETE
measurements:
Assets BE
Equity investments RATER AB 2 R
at FVTPL wE
Listed securities in India ENE EmEH 2,209 2,409 Level 1 &5—#
Investment properties KEME
Commercial — the PRC [SERE 19,340,366 19,977,883 Level 3 =4k
Liabilities =L
Convertible bonds Al R ES - (386,117) Level 3 E=#
Total recurring fair value REHENFEFEHEHE
measurements 19,342,575 19,594,175
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25.

26.

66

OTHER MATTERS

As at 30 June 2020, the Group had disputes with some of
the suppliers, as a result the Group received court orders
with either freezing the bank deposits or sealing up the
properties with equivalent amount. As at the date of this
report, the Group is still in the course of negotiation with
the suppliers for settlement. The relevant disputes have
been previously disclosed and such amount has been fully
provided for in the unaudited condensed consolidated
financial statements of the Group.

EVENTS AFTER THE REPORTING PERIOD

(@) On 3 August 2020, the Company was made aware
that Petition was filed on 28 July 2020 by Petitioner
against the Company in the High Court for an order
that the Company be wound up by the High Court.
The Petition was filed against the Company for
failure to settle the loans provided by the Petitioner
to LT Commercial Limited, a subsidiary of the
Company in the principal sum of HK$1,425,000,000;
interest and default interest accrued in the total
sum of HK$259,462,000; and daily default interest of
HK$463,523 from 3 July 2020 until payment in full
and all other costs and expenses of HK$9,891,000 in
relation to the default of the Loans. Detail of which
was disclosed in the announcement of the Company
dated 4 August 2020.

The Petition will be heard at the Court of First
Instance of the High Court on 28 October 2020.
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26. EVENTS AFTER THE REPORTING PERIOD
(continued)

(b)

On 3 August 2017, SJZ Property Development
issued leased ABS of RMB3,500,000,000 in the
Shenzhen Stock Exchange. The ABS scheme
includes RMB3,100,000,000 class A securities and
RMB400,000,000 class B securities. Class A securities
are held by qualified investors who enjoy fixed return
of income from the ABS, the entire class B securities
are held by SJZ Property Development which entitle
to receive any residual income from the ABS. Income
of the ABS are derived from the rental and operating
incomes from the investment properties securitised
by SJZ Property Development. In the event that the
rental and operating incomes are not sufficient to
cover the expected return payable to class A securities
holders, SJZ Property Development is obliged to
compensate the shortfall so that the class A securities
holders will still enjoy the fixed expected return. The
ABS has a term of five years, and the fund manager
may arrange for the listing of the securities as public
REITs within the first three years or at the end of the
third year or may, at its sole discretion, arrange for
the listing of the securities as public REITs or seek the
best opportunities to sell the investment properties to
third parties in the market during the period from the
beginning of the fourth year to the end of the fifth
year. Upon expiry of the term, the principal amount
of RMB3,100,000,000 and the outstanding fixed
return as of on that date shall be returned to the class
A securities holders, and the residual amounts are to
be retained by SJZ Property Development.

26. |EHREIER(E)

(b)

AREEHERBER=_Z—tFNA
“HEFRIBESERGABETARE
3,500,000,000 cHHH E & E X F5 &
5 BEYRESFTHEREARE
3,100,000,000CAEFEH K AR
400,000,000 TBEFE 7 - AXAE S
EREBEERE  REZHEAEXE
BEMETWRZEER - 2EBEFEF
HARTEHERERE  EBEREWK
REEZRHBESNEMABTRA - B
EXRHEFANBAREARERWE
REFHMNREMENHE REZE
WA o i & R EZERATEAZA
ERNAEISFEANTESRER - 8
BEREEHEREEEBHEZT -
NEABZESHBEADZEEREENE
oW BEEXRIEHFAHRAF £
SFARE=FR E@EBEAAUZL
BERARBREITsERF A EhskiE
FENFVEFRFER  E2EEBAT
BITAELHEMUAEREITSERFE
HNET HASHREERHEE - #
MERERMISE =TT - REIWE -
R EAR¥3,100,000,000T R EZE
ZAWAREEBR TR REREAEZE
FREBA RS ERORIEFE
FIEHREE o
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B F ER 2R MY

26. EVENTS AFTER THE REPORTING PERIOD
(continued)

(b)

(continued)

On 3 August 2020, pursuant to the terms of the
prospectus of the special scheme, SJZ Property
Development issued a reply letter to the scheme
manager confirming its intention to exercise its
preemptive right to acquire, either by itself or
its designated entity, the underlying investment
properties of the special scheme. If SJZ Property
Development fails to pay the full consideration for
the acquisition into the account of the special scheme
within 35 working days after the confirmation, the
special scheme will enter a special period of disposal.
Currently, the Group is negotiating with several
commercial banks and investors for extension of the
term of the special scheme.

27. COMPARATIVE AMOUNTS

68

Certain comparative amounts have been represented to

conform to the presentation of current period.
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