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Management Discussion and Analysis
EEENWED N

Industry Review

During the first half of 2019, the Chinese economy continued its steady
growth with further progress in general. With key macroeconomic indicators
maintaining within a reasonable range and constant advancement in the
supply-side structural reform, there are more positive factors for promoting
quality development. In respect of macroeconomic policy, the government
reinforced the proactive fiscal policy to improve effectiveness and moderately
relaxed the prudent monetary policy. The policy for the real estate industry
adhered to the keynote of “no speculation on residential properties” and
proposed to “implement the long-term adjustment mechanism of different
strategies for different cities under the principle of one strategy for one city, with
major responsibilities attributable to the city government”.

During the first half of 2019, the overall Chinese real estate market maintained
its steady trend with a slight decline, further realizing the goal of “no speculation
on residential properties”. As shown in the statistics published by the National
Bureau of Statistics, from January to June 2019, the sales area of commodity
housing in China was 757.86 million square meters, representing a decrease of
1.8% year-on-year, while the sales amount of commodity housing in China was
RMB7,069.8 billion, representing a year-on-year growth of 5.6%. Investment
in real estate development amounted to RMB6,160.9 billion, representing a
year-on-year increase of 10.9%, while the newly commenced housing area
was 1,055.09 million square meters, up by 10.1%. Against the backdrop of
the Sino-US trade disputes, the Chinese real estate industry withstood the
challenges arising from the trade disputes in the macroeconomic environment,
demonstrating huge flexibility.

In February 2019, the Central Committee of the Communist Party of China and
the State Council published the “Outline Development Plan for the Guangdong-
Hong Kong-Macao Greater Bay Area” with a total of 11 chapters, including
Background of the Plan, Overall Requirements, Spatial Layout, Developing
an International Innovation and Technology Hub, Expediting Infrastructural
Connectivity and Building a Globally Competitive Modern Industrial System,
etc., indicating that the development and construction of the Greater Bay Area
has become a decision of the central government and a national strategic
plan. Going forward, driven by the continuous progress of reform and opening-
up, the Greater Bay Area, with unlimited potential, will definitely become a
strong engine for economic growth in China. The continuous development
and improvement of the city cluster in the Greater Bay Area provided strong
support for urban development and demand for residential and commercial
properties. In particular, Shenzhen, a leading city of the reform and opening
up, has witnessed long-term and rapid economic development. The openness
and inclusiveness of Shenzhen constantly attracted talents from all over China,
which in turn bring dynamic growth to its development. With the influx of
incoming talents and the demand for higher living standards of residents, the
demand for quality commodity housing in Shenzhen and the Greater Bay Area
will increase steadily in the future, and the market will continue to be dominated
by rigid demand. The Group has always been focusing on the development
of core regions in the Greater Bay Area and would benefit from the urban
development and rapid construction of Shenzhen and the Greater Bay Area in
the long run.
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Management Discussion and Analysis

Over the last few decades, LVGEM (China) has focused on core cites in the
Greater Bay Area and acquired ample land reserve resources in Shenzhen,
Hong Kong and Zhuhai, etc.. With more than 20 years of rich experience in
urban renewal, the Group has established prominent industrial advantages
in this regard. Meanwhile, the Group puts forward the strategic guideline of
developing a brand new smart city by integrating technology with real estate
development, striving to create positive social, green and economic benefits.
The Group also makes use of its strengths in strategic layout and resources to
propose its new strategic direction of “Focus on urban renewal in the Greater
Bay Area, develop a brand new smart city”, in a bid to develop itself into a
benchmark for new smart city developers and operators that are dedicated to
the construction of the Guangdong-Hong Kong-Macao Greater Bay Area.

Results

The Group achieved satisfactory results for the first half of 2019. All of its key
financial indicators were in line with the expectations of the management and
the overall performance result was satisfactory.

For the six months ended 30 June 2019, the Group achieved total revenue
of approximately RMB3,422.1 million (six months ended 30 June 2018:
RMB767.3 million), representing an increase of approximately 346.0% year-on-
year. Gross profit was RMB2,408.3 million (six months ended 30 June 2018:
RMB440.7 million), representing an increase of approximately 446.5% year-on-
year. Gross profit margin remained at a relatively high level of 70% (six months
ended 30 June 2018: 57%).

Profit for the period was RMB991.7 million (six months ended 30 June 2018:
RMB187.5 million), representing a growth of approximately 428.8% year-on-
year. Profit attributable to owners of the Company was RMB991.9 million (six
months ended 30 June 2018: RMB191.9 million), representing a growth of
approximately 416.8% year-on-year. Basic earnings per share was RMB20.00
cents (six months ended 30 June 2018: RMB3.94 cents), representing a
growth of approximately 407.6% year-on-year.
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The Group’s key financial indicators for the six months ended 30 June 2019 LWTRASEEEZE T —NEFA=THLEAERZEE
were as follows: TSR
2019 2018
—E—-hEF —ZE-N\F
(RMB million) (RMB million) Change
(AR%BER) (AREBEET) i
Revenue Wk 3,422.1 767.3 346.0(%)
Gross profit EF 2,408.3 440.7 446.5(%)
Profit from core business* OEERBT)> 569.0 78.7 623.5(%)
Profit attributable to owners ARARIPEER
of the Company FEIE & 991.9 191.9 416.8(%)
Basic earnings per share (RMB cents) SREAREF(ARES) 20.00 3.94 407.6(%)
Gross profit margin (%) EFIE(%) 70 57
g Profit from core business represents profit attributable to owners of the Company * O EBEMMBFIEARARREEERBFRIEEMENAR
less fair value changes on investment properties and related deferred tax, exchange &

gain or loss and fair value changes on derivative component of convertible bonds.
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Management Discussion and Analysis
EEENWED N

As at 30 June As at 31 December
2019 2018
R-B-hF R-ZT—N\F
AH=t+H +=ZA=+—H
(Unaudited) (Audited)
(REEZX) (5= Z)
Bank balances and cash RITEHRLE S

(including restricted bank deposits) (BIEZBRHIRITFER)
(RMB million) (ARBAET) 9,093.3 7,589.9
Average finance costs (%) S RE AR (%) 6.2 6.2
Debt ratio BELX 73.8 73.7

Business Review

As a unique comprehensive real estate developer, the Group adhered to
the strategic vision of “Focusing on Core Cities and Cities’ Core Areas” and
deployed its real estate projects mainly in the core areas of core cities which
are economically-developed and possesses huge potentials and opportunities
for development such as Shenzhen, Zhuhai and Hong Kong. With its robust
operation, the Group achieved remarkable results and further solidated its
market position in the first half of 2019. The Group was honored with numerous
awards in the capital market during the first half of 2019. For instance, the
Group was honored with “Best Growth Award for Hong Kong Listed Company
in Greater China Region 2019 (20194 [& KR 2 [@ 8% T A Rl& AN K 55)”
and “Top 10 Shenzhen Real Estate Enterprises with High Credit 2019 (20194
wIIbEE{=+38)". These awards demonstrated the strong market position of
the Group and the wide market recognition on the business development and
performance result of the Group.

Leveraging on its strengths in strategic layout and resources and under the
guidance of the strategy of “Focus on urban renewal in the Greater Bay Area,
develop a brand new smart city”, LVGEM (China) is striving to develop itself into
a benchmark for new smart city developers and operators that are dedicated
to the construction of the Guangdong-Hong Kong-Macao Greater Bay Area.
As a unigue developer focusing on urban renewal, the Group has always
been persisted to the “dual-core” strategy (i.e. core areas of core cities) for its
project layout and targeted land resources with low cost by adopting the two-
way expansion model which comprised urban renewal and, to a lesser extent,
market auction. In view of the limited land supply in the Greater Bay Area, the
main sources of the Group’s land acquisition was urban renewal. Currently,
the Group is participating in the Baishizhou Renewal Project in Shenzhen, the
so-called “Grand Urban Renewal Project in Shenzhen CFEIIEXFNEL”. The
project will become a major quality asset and further enhance the Company’s
growth potential in the future. With the advantage of extensive urban renewal
experience in Shenzhen, the Group will enter into a stage of more rapid
development in the future.

The Group will also eliminate the uncertainties in the preliminary state of
urban renewal by deepening the collaboration with substantial shareholders.
In addition, the Group adhered to the “two-wheel driven” development model
of “development+commercial” and consistently acquired projects by way of
collaboration with controlling shareholders to share profits with its shareholders
and investors. In respect of collaboration with controlling shareholders, the
controlling shareholders are responsible for works in relation to the primary
development of the urban renewal projects, such as negotiation with villagers
and integration of resources. The project will only be injected into the listed
company when it matures and the uncertainties being eliminated.
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Management Discussion and Analysis

As of 30 June 2019, the Group has land reserves of approximately 4.4 million
square meters, most of which are located in the Greater Bay Area, mainly in
Shenzhen, Hong Kong, Guangzhou, Zhuhai and Dongguan. Moreover, the land
reserves in which the controlling shareholders have control amounted to 12.1
million square meters, including Shenzhen, Zhuhai and Dongguan Projects, all
of which are located at core locations in Guangdong-Hong Kong-Macao Greater
Bay Area. The Group has sufficient land reserves which will be able to satisfy
the Company’s requirements for expansion and development in the future.

Looking forward, while continuously pushing forward its urban renewal projects,
the Group will gradually expand the area of the commercial properties, aiming
to create stable cash flows and attractive revenue to the Group by holding and
operating commercial properties in core cities. The Group has been actively
exploring various financing channels with a view to continuously optimizing its
capital and shareholders structure through financing platforms in both Hong
Kong and China. As a pioneer in urban renewal in Shenzhen, the Company will
continue to benefit from the rising trend of urban renewal and quality resources
from its shareholders. With the injection of assets, it is expected that the long-
term value of the Group will increase significantly.

Real Estate Development and Sales

Real estate development and sales are the core businesses of the Group. The
Group has been actively expanding its presence in the core areas in core cities
of the Guangdong-Hong Kong-Macao Greater Bay Area. As of 30 June 2019,
the real estate development and sales of the Group generated revenue of
approximately RMB2,988.3 million (as of 30 June 2018: RMB309.7 million),
representing an increase of approximately 865.0% year-on-year, mainly
attributable to sales of the high-rise residential buildings of LVGEM Mangrove
Bay No. 1. The total contracted sales amounted to approximately RMB4,087.1
million (as of 30 June 2018: RMB996.1 million), representing an increase of
approximately 310.3% year-on-year.

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

LVGEM Mangrove Bay No. 1 is the most iconic urban renewal project of the
Group in recent years. The project comprises three quality residential buildings
and a high-quality complex of Grade A offices, hotels and apartments. The
project is located in the southeast corner of the intersection of Shazui Road
and Jindiyi Road in the central business district of Futian District, Shenzhen.
Having easy access to public transport and strategically located in the proximity
to Futian Port, Huanggang Port, Beijing-Hong Kong-Macao Expressway and
Metro Lines 3, 4 and 7, the project occupies a site area of 24,424 square
meters and a planned total gross floor area of 305,450 square meters, among
which, the residential portion has a gross floor area of approximately 118,687
square meters. The project was launched for sale on 13 October 2018 with a
saleable value of RMB10 billion. On 13 April 2019, the first batch of completed
residential units of Tower B ranging from 172 to 240 square meters was
launched for sale. In the first half of 2019, the contracted sales of the project
amounted to RMB3,370 million. The recognised sales revenue in the first half
of the year amounted to RMB2,750 million.
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Management Discussion and Analysis
EEENWED N

LVGEM International Garden is located in Huazhou, Maoming of Guangdong
Province. It is located in a well-developed and traditional residential area with
rich natural resources and is in proximity to the Juzhou Park. It is well-served
by a public transport network and is approximately a 10-minutes’ drive from the
city centre. The project occupies a site area of approximately 729,000 square
meters and has a planned total gross floor area of approximately 2,249,000
square meters, involving a total investment of over RMB8 billion. The D1 zone
of LVGEM International Garden Bolin Mansion was launched in the market in
the first half of 2019. Leveraging the advantages such as excellent geographical
location, transportation, ecological environment, established brand reputation,
ancillary educational facilities, the launch of residential units in the region
garnered enthusiastic market responses on two occasions. As of 30 June 2019,
the total contracted sales amounted to RMB620 million. The saleable area of
the project was over 1 million square meters and it is estimated that the project
will be launched at a value of approximately RMB1 to 1.5 billion each year in
the next 8 to 10 years.

LVGEM Meijing Project is another urban upgrade and redevelopment project
positioned to serve the high-income class ranging from white-collar to golden-
collar in Shenzhen. This project has an integrated modelling zone for new
mixed-use industrial town which will be mainly used for industrial research and
development and industrial ancillary services, complemented by other functions
such as apartments, commerce and offices. The project is located at the south
of Beihuan Road, north of Qiaoxiang Road, east of the intersection of Qiaoxiang
Road and Beihuan Road as well as west of Qiaochengfang in Shenzhen.
The project occupies a site area of 10,862 square meters and a planned
aboveground gross floor area of 97,214 square meters. Strategically located in
the sub-district of Overseas Chinese Town, the project possesses rich scenic
resources. It is expected to be completed in 2019.

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

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

LVGEM Donggiao Project is located in Nanwan sub-district, Zhuhai, which
sits on the main development axle and hence the major development area
of Zhuhai. The project occupies a site area of approximately 207,550 square
meters and is planned to be developed into a high-end complex with a gross
floor area of approximately 794,353 square meters, which is comprised
of residential, commerce and hotels. It will be a multi-functional hub with
mountains and water landscape and a desirable living community with vitality.
On 12 July 2019, the project company received the Letter in relation to the
Confirmation of Zhuhai LVGEM Donggiao Investment Co., Ltd. as the Operating
Entity of the OId Village Urban Redevelopment Project in Donggiao ( {BEHA
RIREMERRBIREBRAAKNARBHFENENIER BEHEEEAE))
issued by Zhuhai Xiangzhou District Urban Renewal Bureau (2k/& &M@
MEHD), confirming the project company has been qualified as the operating
entity of the urban redevelopment project, and that all necessary administrative
approvals have been obtained.

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

Commercial Property Investment and Operations

As a featured developer specializing in the field of urban renewal, the
Group had always adhered to the “two-wheel driven” development model
of “development+business” in project planning. The Group currently owns,
operates and manages a number of quality commercial property projects,
mainly represented by two commercial brands, namely “NEO” and “Zoll”,
including NEO Urban Commercial complex, LVGEM Zoll Hongwan Shopping
Centre, LVGEM Zoll Chanson Shopping Centre, LVGEM 1866 Zoll Centre,
LVGEM Zoll International Garden Shopping Centre, Hong Kong LVGEM NEO
and other shops and investment properties, with a total gross floor area of
approximately 612,713 square meters. The Group’s commercial property
development projects are mainly independent commercial projects as well as
complex projects that comprise commercial areas. Among them, the ancillary
services of commercial properties under complex projects significantly increase
the overall value of individual residential projects among the real estate
development business.

As at 30 June 2019, the Group’s revenue from the investments and operations
of commercial properties was approximately RMB302.3 million (as at 30 June
2018: RMB273.4 million), representing an increase of approximately 10.6%
year-on-year.

NEO Urban Commercial complex is elected as one of the ten major landmarks
of Shenzhen. It is strategically located in the western region of central Futian
District of the core central business district in Shenzhen. It is a key urban and
commercial landmark in Shenzhen. It has easy access to public transport
locating at the intersection of four Metro Lines 1, 7, 9 and 11. NEO Urban
Commercial complex has a total gross floor area of approximately 252,539
square meters and a total lettable area of approximately 105,870 square
meters. The high-quality corporate tenants of Grade A office building comprise
offices and branches of various Fortune Global 500 companies, banks,
telecommunication corporations and other state-owned enterprises. As at 30
June 2019, the average occupancy rate of NEO Urban Commercial complex
was about 88% (as at 30 June 2018: 99%).
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Hong Kong LVGEM NEO Project is located in “Kowloon East CBD 2", the new
central business district in Hong Kong, occupying a site area of approximately
4,500 square meters and a planned total gross floor area of approximately
55,390.18 square meters. To proactively develop the business layout over
Guangdong-Hong Kong-Macao Greater Bay Area, the Group acquired 8 Bay
East, the full seaview grade-A commercial building located in 123 Hoi Bun
Road, Kwun Tong for HK$9 billion at the end of 2017, and renaming it as the
“LVGEM NEO Building”. The project represents a strategic step for the Group
to create a meaningful presence in the Hong Kong property market and will
strengthen the Group’s leading position in the commercial property sector as
well as its market position and brand influence in the Guangdong-Hong Kong-
Macao Greater Bay Area. The project transaction was completed and delivered
on 29 December 2017 and successfully topped out on 21 May 2018. As
LVGEM Group’s first commercial property project in Hong Kong, the Hong Kong
LVGEM NEO Project received overwhelming responses since it was launched
for leasing at the end of last year, attracting various types of multinational
enterprise clients to become our tenants. Currently, the occupancy rate of the
building based on pre-leasing is close to 50%. In the 2011-12 Policy Address
of Hong Kong government, the Chief Executive announced the adoption of
a visionary, coordinated and integrated approach to transform Kowloon East
(comprising the former Kai Tak Airport, the Kwun Tong Business Area and the
Kowloon Bay Business Area) into an additional attractive CBD to sustain the
economic development of Hong Kong. This initiative was repeatedly reiterated
in the subsequent Policy Addresses, and a series of specific measures were
introduced successively with this regard. With the establishment of a new
generation of CBD, the perfect time for Hong Kong government to aggressively
implement the “Energizing Kowloon East” project has arrived. Given the support
of government policies and its prestigious geographical location, the Hong Kong
LVGEM NEO Project is expected to offer stable rental income and long-term
capital gains to the Group.

Zoll Shopping Centre is a famous fashion and comprehensive shopping centre.
As at the end of 2017, the Group owns and operates Zoll Hongwan Shopping
Centre, Zoll Chanson Shopping Centre, 1866 Zoll Centre and Zoll International
Garden Centre. As at 30 June 2019, the average occupancy rate was about
98%. In particular, Huazhou Zoll International Garden Shopping Centre
launched its full-scale opening on 9 February 2018, which is expected to
contribute increasing rental revenue to the Group in the future.

Comprehensive Services

The Group provides comprehensive services to customers and tenants of
its residential and commercial properties, including property management
services, hotel operations and others. For the year ended 30 June 2019, the
comprehensive services of the Group generated revenue of RMB131.5 million
(30 June 2018: RMB184.2 million).
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Property management services include security services, maintenance
and management of properties and facilities, property brokerage business,
online platform and e-shops for lifestyle services, etc.. The Group provided
comprehensive property management services for most of its property
development projects through its wholly-owned subsidiaries, namely /&I T4% &
WITWEEERIEEMRAA (Shenzhen LVGEM Jiyuan Property Management
Service Co., Ltd.*) and JZITFEESWEBIEERR AT (Shenzhen LVGEM
Property Management Co., Ltd.*). The comprehensive services provided by the
Group ranged from security services, property maintenance and management
of ancillary facilities, property brokerage business, online platform and e-shops
for lifestyle services, etc.. Shenzhen LVGEM Property Management Co., Ltd.
obtained the 1SO9001:2008 certification for its quality system of property
management services and the level A property management qualification. As
the property management services and value-added services become more
mature, it is expected that the property management company will contribute
increasing revenue for the Group in the future.

In respect of hotel operations, the Group operates and manages two hotels in
Shenzhen and the United States. These hotels are the LVGEM Jinjiang Hotel
which is located in the central business district of Futian district, Shenzhen, and
the Vanllee Hotel in Covina, California, the United States which was acquired in
2017. In particular, LVGEM Jinjiang Hotel has a total gross floor area of 25,751
square meters. It is strategically located and has over 330 rooms, 2 multi-
functional meeting rooms, 1 banquet hall and video conference room. As at 30
June 2019, its average occupancy rate was approximately 75% (30 June 2018:
73%).

The Group’s Vanllee Hotel located in Covina, California, the United States,
occupies a site area of approximately 22,652 square meters and is currently
undergoing internal renovation in phases. Currently, the renovation work has
been completed. The operation of Vanllee Hotel is a milestone project of LVGEM
(China), marking the further expansion of the Group’s international business,
which is expected to contribute stable hotel operation income to the Group.

Financing

During the year, the Group adopted various financing modes in their highest
and best use to conduct financing and the cross-border financing strategy
between Hong Kong and the PRC so as to consolidate the financial resources of
the Group.

The Group expected to further consolidate its financial strength, enrich its cash
flow and improve the operational efficiency of the Company through domestic
and overseas financing, establish domestic and overseas financing platforms,
improve the efficiency in use of funds to further support the rapid expansion
and development and achieve stable business growth of the Group.
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Future Prospect

Guangdong-Hong Kong-Macao Greater Bay Area is a significant strategic
deployment under the national development plan. The issue of the “Outline
Development Plan for the Guangdong-Hong Kong-Macao Greater Bay Area”
in this year turned a new page in the development of the Greater Bay Area.
Leveraging the advantage from coordination among various cities in the
Greater Bay Area, the area will emerge as a leading economic force among
city clusters in China, and has great potential to evolve into an intra-linked
world-class bay area with coordinated development in the future. Since the
early 1990s, the Group has extended its business layout to core cities of the
Guangdong-Hong Kong-Macao Greater Bay Area including Shenzhen and
Zhuhai, and hence possessed pioneer advantages in terms of strategic layout.
Going forward, the Group will continue to implement a full strategic upgrade.
Under the strategic guidance of “Focus on urban renewal in the Greater Bay
Area, develop a brand new smart city”, the Group will focus on expanding its
presence in the Guangdong-Hong Kong-Macao Greater Bay Area and further
focus its development in the core areas of core cities, offering its promising
prospects to constantly benefit from national strategies. Meanwhile, the Group
will further optimize its business structure and step up its endeavors in creating
an outstanding business operation model while putting committed efforts in
urban renewal, aiming to create higher brand-added value for the Group, bring
better life experience to the residents, infuse vitality to the city’s renewal and
development and deliver substantial benefits to the investors.

Going forward, the Group will continue to enhance the Company’s business
scale and leading position by constantly adhering to the national policies and
integrating its advantages and market positioning. The Group will continue to
push forward the acquisition of land resources, maintain long-term collaboration
with controlling shareholders and make constant improvements in project
investments and business operations with a view to gradually strengthening the
Company’s efficient operation capability and its brand competitiveness.

Meanwhile, by studying the projects introduced by the controlling shareholder
in the future that include the planning of industrial parks and centralized
commercial clusters, the Group intends to develop a model integrating
industrial, city and commerce, continue to develop quality projects in the core
areas of core cities, develop industrial properties (industrial park operation
and industrial investment) and operate smart commercial cities. With the
unique positioning and brand-new perspective, the Group will develop “unique
properties, resources-linked properties and smart properties”.

Looking forward, the Company will be embarking on a new starting point.
Adhering to the corporate mission of “enhancing city values”, the Company
will forge ahead with partners from different sectors while upholding the
commitments to innovation and advancement to work towards the vision of
“being the most respected city value-creator in China”.
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Management Discussion and Analysis

FINANCIAL REVIEW

Revenue

The Group’s revenue mainly comprised of revenue from sales of properties,
leasing of investment properties and comprehensive services. The Group’s
revenue for the six months ended 30 June 2019 was approximately
RMB3,422.1 million (six months ended 30 June 2018: RMB767.3 million),
representing an increase of approximately 346.0% as compared to the
corresponding period last year, which was mainly attributable to the increase in
revenue from sales of properties.
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For the six months ended 30 June 2019, the revenue from sales of properties BHE-_ZT—NFEA=THILEAXEAR - PK BHEMERN
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compared to the corresponding period last year, which mainly includes sales of
the high-rise residential buildings of LVGEM Mangrove Bay No. 1. The Group’s
total gross floor area of properties held for sale sold during the six months
ended 30 June 2019 was approximately 64,349 square meters (six months
ended 30 June 2018: approximately 10,300 square meters).

Revenue from leasing of investment properties for the six months ended 30
June 2019 was approximately RMB302.3 million (six months ended 30 June
2018: RMB273.4 million). The Group’s commercial properties are all located in
core areas. The properties are mainly operated under the brands of “Zoll” and
“NEO”. The occupancy rate of investment properties for the six months ended
30 June 2019 remained at a high level at 94% (six months ended 30 June
2018: 98%).

The Group provides comprehensive services to customers and tenants of its
residential and commercial properties. These comprehensive services include
property management services, hotel operations, renovations and others.
During the six months ended 30 June 2019, comprehensive services of the
Group generated revenue of RMB131.5 million (six months ended 30 June
2018: RMB184.2 million), representing a decrease of approximately 28.6% as
compared to the corresponding period last year. The decrease was due to the
absence of renovation income for LVGEM Hongwan Garden in 2019.
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Gross Profit and Gross Profit Margin

For the six months ended 30 June 2019, the Group’s integrated gross profit
increased to approximately RMB2,408.3 million (six months ended 30 June
2018: RMB440.7 million), representing an increase of approximately 446.5%
as compared to corresponding period last year; while the integrated gross
profit margin for the six months ended 30 June 2019 was 70% (six months
ended 30 June 2018: 57%). The fluctuation of gross profit margin was mainly
attributable to the revenue recognised under different project portfolio. In 2018,
the gross profit margin of Shenzhen projects still maintained at over 70% while
the integrated gross profit for 2018 was 57% under the impact of the Huazhou
project, and over 90% of the revenue for the six months ended 30 June 2019
was mainly generated from LVGEM Mangrove Bay No. 1, with a higher profit
margin of approximately 73%.

Selling Expenses

For the six months ended 30 June 2019, selling expenses of the Group
amounted to approximately RMB51.2 million (six months ended 30 June 2018:
RMB51.2 million). The selling expenses mainly included sales commission for
the sales of properties.

Administrative Expenses

For the six months ended 30 June 2019, administrative expenses of the Group
amounted to approximately RMB161.3 million (six months ended 30 June
2018: RMB167.9 million), representing a decrease of approximately 3.9% as
compared to the corresponding period last year.

Fair Value Changes on Investment Properties

The valuation on the Group'’s investment properties as at 30 June 2019 was
conducted by an independent property valuer which resulted in a fair value
gain on investment properties of RMB479.2 million for the six months ended
30 June 2019 (six months ended 30 June 2018: RMB91.4 million).

Finance Costs

For the six months ended 30 June 2019, finance costs of the Group amounted
to approximately RMB490.1 million (six months ended 30 June 2018:
RMB285.3 million), representing an increase of approximately 71.8% as
compared to the corresponding period last year.

The increase in finance costs was due to an increase in the Group’s total
interest-bearing loans from RMB20,412.0 million as at 30 June 2018 to
RMB23,992.6 million as at 30 June 2019. The Group’s average finance cost
of interest-bearing loans was 6.2% for the six months ended 30 June 2019 (six
months ended 30 June 2018: 6.4%).

Income Tax (Expense) Credit

For the six months ended 30 June 2019, income tax expense of the Group
amounted to approximately RMB1,232.6 million (six months ended 30 June
2018: income tax credit of approximately RMB15.0 million). The Group’s
income tax expense/credit included payments and provisions made for EIT and
LAT during the period under review. The increase of income tax expense during
the year was mainly attributable to the increase in LAT provision due to the
sales of LVGEM Mangrove Bay No. 1 and a reversal of over-provided LAT with
an amount of RMB161.8 million included in 2018.
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Management Discussion and Analysis

Operating Results

For the six months ended 30 June 2019, the profit attributable to owners of the
Company was approximately RMB991.9 million (six months ended 30 June
2018: RMB191.9 million), representing an increase of approximately 416.8%
as compared to the corresponding period last year.

Liquidity, Financial Resources and Gearing

Bank balances and cash as at 30 June 2019 amounted to approximately
RMB9,093.3 million (including restricted bank deposits) (31 December 2018:
RMB7,589.9 million).

The Group had total borrowings of approximately RMB23,992.6 million as at 30
June 2019 (31 December 2018: RMB23,324.4 million). Borrowings classified
as current liabilities were approximately RMB6,964.3 million (31 December
2018: RMB5,824.4 million) and the Group’s gearing ratio as at 30 June 2019
was approximately 121.3% (31 December 2018: 137.6%), which was based
on total interest-bearing loans less bank balances and cash (including restricted
bank deposits) to total equity.

Current, Total and Net Assets

As at 30 June 2019, the Group had current assets of approximately
RMB21,106.1 million (31 December 2018: RMB19,240.6 million) and
current liabilities of approximately RMB14,648.3 million (31 December 2018:
RMB11,689.8 million), which represented a decrease in net current assets from
approximately RMB7,550.9 million as at 31 December 2018 to approximately
RMB6,457.8 million as at 30 June 2019.

As at 30 June 2019, the Group recorded total assets of approximately
RMB46,955.3 million (31 December 2018: RMB43,412.1 million) and
total liabilities of approximately RMB34,669.3 million (31 December 2018:
RMB31,973.2 million), representing a debt ratio (total liabilities over total
assets) of approximately 73.8% (31 December 2018: 73.7%). Net assets of
the Group were approximately RMB12,286.0 million as at 30 June 2019 (31
December 2018: RMB11,438.9 million).

For the six months ended 30 June 2019, the Group was able to utilise
its internal resources and debt and equity financing to meet the funding
requirements for the development of real estate projects.

Charge on Assets

As at 30 June 2019, loans of approximately RMB14,722.9 million (31
December 2018: RMB16,085.5 million) were secured by properties under
development for sale, investment properties, properties, plant and equipment
and pledged deposits of the Group respectively in the total amount of
approximately RMB22,932.5 million (31 December 2018: RMB18,878.2
million).
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Management Discussion and Analysis
EEENWED N

Contingent Liabilities

For the six months ended 30 June 2019, the Group had contingent liabilities
relating to guarantees in respect of mortgage facilities for certain purchasers
amounting to approximately RMB3,258.4 million (31 December 2018:
RMB1,163.0 million). Pursuant to the terms of the guarantees, if there is default
of the mortgage payments by these purchasers, the Group is responsible to
repay the outstanding mortgage loans together with any accrued interest and
penalty owned by the defaulted purchasers to the banks.

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

The Directors consider that it is not probable for the Group to sustain a loss
under these guarantees as during the periods under guarantees, the Group
can take over the ownerships of the related properties under default and sell
the properties to recover any amounts paid by the Group to the banks. The
Group has not recognised any deferred income in respect of these guarantees
as its fair value is considered to be minimal by the Directors. The Directors also
consider that the fair market value of the underlying properties is able to cover
the outstanding mortgage loans guaranteed by the Group in the event that the
purchasers default payments to the banks for their mortgage loans.

Exposure to Fluctuations in Exchange Rates and Related Hedges

Almost all of the Group’s operating activities are carried out in the PRC with
most of the transactions denominated in Renminbi. The Group is exposed to
foreign currency risk arising from the exposure of Hong Kong dollars and United
States dollars against Renminbi as a result of certain bank balances and cash
and loans in Hong Kong dollars or United States dollars.

The Group does not have a foreign currency hedging policy. However, the
Directors monitor the Group’s foreign exchange exposure closely and may,
depending on the circumstances and trend of foreign currency, consider
adopting appropriate foreign currency hedging policy in the future.

Treasury Policies and Capital Structure

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

Employees

As at 30 June 2019, the Group had a staff roster of 1,566 (30 June 2018:
1,677), of which 1,539 (30 June 2018: 1,655) employees were based in the
Mainland China and 27 (30 June 2018: 22) employees were based in Hong
Kong. The remuneration of employees was in line with the market trends and
commensurate to the levels of remuneration in the industry. Remuneration of
the Group’s employees includes basic salaries, bonuses, retirement scheme
and long-term incentives such as share options within an approved scheme.
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EVENTS AFTER THE REPORTING PERIOD

Except for the matters disclosed under the “Management Discussion and
Analysis” section of this report, the Board is not aware of any significant event
requiring disclosure that has taken place subsequent to 30 June 2019 and up
to the date of this report.

SHARE OPTION SCHEME

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

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

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

The Scheme has a validity period of 10 years commencing on the date on
which the Scheme is adopted, and upon the expiry of such period no further
Options may be granted but the provisions of the Scheme in all other respects
shall remain in full force and effect, and Options which have been granted
during the life of the Scheme may continue to be exercisable in accordance
with their terms of grant.

The total number of shares, which may be issued upon the exercise of all
Options that may be granted under the Scheme and any other share option
scheme of the Company shall not in aggregate exceed 10% of the total number
of shares in issue on the date of the adoption of the Scheme. Options lapsed in
accordance with the terms of the Scheme will not be counted for the purpose of
calculating such 10% limit.

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

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

Hib &R

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

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

Offer of an Option (“Offer”) by the Company shall be deemed to have
been accepted by any Participant (the “Grantee”) who accepts an Offer in
accordance with the terms of the Scheme and the Option to which the Offer
relates shall be deemed to have been granted and to have taken effect when
the duplicate of the offer letter comprising acceptance of the Offer duly signed
by the Grantee together with a remittance in favour of the Company of HK$1.00
by way of consideration for the granting thereof is received by the Company
within 14 days from the date upon which the Offer is made.

Details of the movements in share options during the period are as follows:
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A B A i AR AT BB R E M RTTREAP B RTTERER
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Number of share options

BRESE
Balance at Granted Exercised Lapsed Balance at Exercise
Exercisahle 1 January during the during the during the 30 June price per
Date of grant period 2019 period period period 2019 share
RZB-NF RZB-NF
—-A—-H ~A=tH
RitiA# T g% RMRRE  RMIRTRE RERAX Eo3 BRITEE
dd/mm/yyyy dd/mm/yyyy HK$
B/B/% B/B/ % BT
Directors
%
Ms. HUANG Jingshu 28/06/2016 28/06/2016 - 27/06/2026 4,500,000 - - - 4,500,000 1.846 (Note 3)
— BT Lt (Note 2) (Bizt3)
(Hf522)
Mr. TANG Shouchun 28/06/2016 28/06/2016 - 27/06/2026 10,000,000 - - - 10,000,000 1.846 (Note 3)
-BESERE (Note 2) (H1z23)
(H:22)
Mr. YE Xingan 28/06/2016 28/06/2016 - 27/06/2026 10,000,000 - - - 10,000,000 1.846 (Note 3)
~EERLE (Note 2) (Hi£3)
(K522
Ms. DENG Chengying 28/06/2016 28/06/2016 - 27/06/2026 8,500,000 - - - 8,500,000 1.846 (Note 3)
—HARLZt (Note 2) (1723
(H:22)
Mr. HUANG Hao Yuan 28/06/2016 28/06/2016 - 27/06/2026 4,500,000 - - - 4,500,000 1.846 (Note 3)
-BEREE (Note 2) (Bizt3)
(Hf:22)
Mr. ZHU Jiusheng (Note 1) 28/06/2016 28/06/2016 - 27/06/2026 3,000,000 - - - 3,000,000 1.846 (Note 3)
-RNBEER]) (Note 2) (Hz23)
(H:22)
Mr. WANG Jing 28/06/2016 28/06/2016 - 27/06/2026 3,000,000 - - - 3,000,000 1.846 (Note 3)
- FHEE (Note 2) (Bi£3)
(K522
Ms. HU Gin Ing 28/06/2016 28/06/2016 - 27/06/2026 3,000,000 - - - 3,000,000 1.846 (Note 3)
—imEL L (Note 2) (Fi#t3)
(Hf:t2)
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Number of share options

BRESE
Balance at Granted Exercised Lapsed Balance at Exercise
Exercisable 1 January during the during the during the 30 June price per
Date of grant period 2019 period period period 2019 share
RIB-N%& RIB-hE
—-R—H ~A=tH
REAH Cigidilc & RERERE  ABRTE REREX s BRITHE
dd/mm/yyyy dd/mm/yyyy HK$
B/B/ % B/B/% B
Senior managements, 28/06/2016 28/06/2016 - 27/06/2026 222,140,000 - - - 222,140,000 1.846 (Note 3)
employees of the Group (Note 2) (H:23)
and others (K1a22)
FEERREEAR -
EEREM
268,640,000 - - - 268,640,000
Notes: M -
1. Mr. ZHU Jiusheng resigned as an independent non-executive director on 8 April 1. PNABEER T —NFNAN\BBEBELIENTES
2019.
2. The share options are exercisable in the following manner for a period of 10 years 2. PR AT AR I B BRRE ST F BARIR T 31 5 AT 4 -
from the date of grant:
(i) 30% of the share options shall exercise on the date of the grant and up to (i) EREZ0%EBREABREE T _RF A1

27 June 2026;

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

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

3. Details of the fair value of the options granted in 2016 are set out in note 16 to the
condensed consolidated financial statements.

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN THE
SHARES AND UNDERLYING SHARES OF THE COMPANY

As at 30 June 2019, the Directors and the chief executive of the Company had
the following interests in the shares and underlying shares of the Company
which were recorded in the register required to be kept by the Company
pursuant to section 352 of the Securities and Futures Ordinance (the “SFQ”),
or as otherwise notified to the Company and the Stock Exchange pursuant to
the Model Code for Securities Transactions by Directors of Listed Issuers of
the Rules Governing the Listing of Securities on the Stock Exchange (“Listing
Rules”).
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Interest in shares and underlying shares of the Company

RAERQBR G HVERE R EBRG 2 EE

Number of underlying
shares (under

Approximate
percentage of the

Long position/ Number of equity derivatives Aggregate  issued share capital
Name of Director Short position Capacity shares held of the Company) held interests of the Company
s HERDEE
(RAEATRAE ERARE BT
e ¥R/ KA 514 RO EE FTETAT) EREE RAZHESESR
Ms. HUANG Jingshu Long Position Beneficiary of a trust ~ 2,400,000,000 - 2,400,000,000 48.07%
EWET L e EFEMZ @A (Note 2)
(Hriz2)
Long Position Personal interest - 4,500,000 (Note 3) 4,500,000 0.09%
=y (BN 3 (K1:#3)
Mr. TANG Shouchun Long Position Personal interest - 10,000,000 (Note 3) 10,000,000 0.20%
EEELE e (EPN £ (H1523)
Mr. YE Xingan Long Position Personal interest - 10,000,000 (Note 3) 10,000,000 0.20%
EEPRE e (BN 3 (K1:#3)
Ms. DENG Chengying Long Position Personal interest - 8,500,000 (Note 3) 8,500,000 0.17%
WERELZ L TE (BN (H1523)
Mr. HUANG Hao Yuan Long Position Beneficiary of a trust ~ 2,400,000,000 - 2,400,000,000 48.07%
BEREE e EFEMEEA (Note 2)
(Hfzt2)
Long Position Personal interest - 4,500,000 (Note 3) 4,500,000 0.09%
e AR (H5£3)
Mr. ZHU Jiusheng (Note 1) Long Position Personal interest - 3,000,000 (Note 3) 3,000,000 0.06%
BMABTEM D) e (BN 3 (K1:23)
Mr. WANG Jing Long Position Personal interest - 3,000,000 (Note 3) 3,000,000 0.06%
FHEE e (EPN- £ (H5£3)
Ms. HU Gin Ing Long Position Personal interest - 3,000,000 (Note 3) 3,000,000 0.06%
i e e 1B AR (K1:#3)
Notes: BtaE -
1. Mr. ZHU Jiusheng resigned as an independent non-executive Director on 8 April 1. MABEERZZ—NFNANBBEBELIERITES -
2019.

2. Ms. HUANG Jingshu and Mr. HUANG Hao Yuan are deemed to be interested in
2,400,000,000 shares in the Company by virtue of them being beneficiaries of the
family trust of Mr. WONG Hong King for the purpose of Part XV of the SFO.

3. Details of the share options granted under the Scheme are set out in the section

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

Save as disclosed above, as at 30 June 2019, none of the Company’s Directors,
chief executives of the Company and their associates, had any interests or short
positions in the shares and underlying shares of the Company or any of its
associated corporations that was required to be recorded pursuant to section

352 of the SFO.

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

Other Information
H &R
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The register of substantial shareholders required to be kept under section 336 $E%J§M%&Hﬂfﬂﬂﬂ§ﬁ VEBEE3361K7E T 17 B M &M AT
of Part XV of the SFO shows that as at 30 June 2019, the Company had been /T\ PR NA=Z+H AR 72%;:1‘&?(7%235
notified of the following substantial shareholders’ interests, being 5% or more of TE§*TTH§$E’35£?L BIEBMARRBE R
the Company’s issued share capital: u$| R
Long position in ordinary shares ZERROZHTE
Approximate
percentage of
Number of the issued
Number of underlying Aggregate  share capital of
Name of Shareholder Capacity shares held shares held interests the Company Notes
EAATE
R4 FresAERE BATIRA N
BRRER 51 HEAE RO HEE EHEEE ZB0E i
China LVGEM Property Holdings Limited ~ Beneficial owner 1,058,260,583 - 1,058,260,583 21.20% 1
(“China LVGEM") N
HEl S M EEIRBIR A EnAA
(ThEZ=])
Go Great International Limited Interests of controlled 1,165,403,094 - 1,165,403,094 23.34% 1
_ (“GoGreat") N corporat|on
=SEEERERAR(E%]) SiErE kR
Mr. WONG Hong King Interests of controlled 1,165,403,094 - 1,165,403,094 23.34% 1
(“Mr. WONG") corporation
BEREEE(ERED AR R
Founder of a trust 2,400,000,000 - 2,400,000,000 48.07% 2
2R A
Kinson Group Limited Beneficial owner 2,400,000,000 - 2,400,000,000 48.07% 2
BB A
Evergreen Holdings Limited Interests of controlled 2,400,000,000 - 2,400,000,000 48.07% 2
~_corporation
X I/£.$Eﬁ]l
Cantrust (Far East) Limited Interests of controlled 2,400,000,000 - 2,400,000,000 48.07% 2
__corporation
ZErE kR
Toplist Investments Limited Beneficial owner 300,000,000 - 300,000,000 6.01% N/A
EnAA TiEHA
Wkland Investments V Limited Beneflcial owner 300,000,000 - 300,000,000 6.01% 3
EREEA
China Vanke Co., Ltd.* Interests of controlled 300,000,000 - 300,000,000 6.01% 3
~_corporation
BRERNERAR R EE g
Chance Talent Management Limited Beneficial owner 5,360,000 412,772,976 418,132,976 8.38% 4
EnAA
China Construction Bank Corporation Interests of controlled 5,360,000 412,772,976 418,132,976 8.38% 4
~_corporation
B RITR AR AR ZErE kR
Central Huijin Investment Ltd. Interests of controlled 5,360,000 412,772,976 418,132,976 8.38% 4

PRESKEBRETAR

# For identification purpose only 1€ %55

corporation
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Other Information

Hib &R

SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN SHARES AND
UNDERLYING SHARES OF THE COMPANY (Contd)

Long position in ordinary shares (Cont'd)

Notes:

China LVGEM is owned as to 100% by Go Great, which is in turn owned as to
100% by Mr. WONG. Accordingly, Go Great and Mr. WONG are deemed to be
interested in the 1,058,260,583 Shares held by China LVGEM.

Kinson Group Limited is owned as to 100% by Evergreen Holdings Limited, and
Evergreen Holdings Limited is owned as to 100% by Cantrust (Far East) Limited,
acting as the trustee for the family trust of Mr. WONG.

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

Chance Talent is owned as to 100% by China Construction Bank Corporation,
and China Construction Bank Corporation is owned as to 57.11% by Central
Huijin Investment Ltd.. Accordingly, Central Huijin Investment Ltd. is deemed to
be interested in the 418,132,976 shares held by Chance Talent.

Long position in convertible preference shares

convertible preference

FERRRAQANRG RAEBERS - %
By

EBRRBRDZER(E)
st :

1. RBRETFEGZ100% 2 ES(MAREERETRGS
100% 2 #%5) At » =8 RELEWE AR B SATF
B2 5%%1,058,260,583 A (H A R o

2. Evergreen Holdings Limited# A Kinson Group Limited 100%
ZM#E%E - MCantrust (Far East) LimitedfEB=E L EZ Kik(E
LY FL ABE A Evergreen Holdings Limited 100% 2 g2 °

3. BRI ERMHBER AR EEWkKland Investments V Limited .2
100% = - Eit - BREERD AR A FIHAR AR WkKland
Investments V Limited FT#5 4 2 5% %300,000,0008% B (5 # B

g

W o

4 AR E R ERTTAR {5 B BR A R A Chance Talent 100% 2 #
% M RESREEREETARNFEATRERBITRNE
RARES7.11% 2w - At - RRESIREFRETAR]
R AR Chance TalentFiisH 2% 5418,132,976% A% 1)

Bk o
ARBREERRGDZIFE
Approximate percentage
Number of of the issued convertible

preference share capital of

Name of Shareholder Capacity shares held the Company Note
HARAT B RITRAE

RER AR 514 T RRELEROEE ZBHAESE btaE

China LVGEM Beneficial owner 3,166,010,572 90.56% 1

PR R BEma A

Go Great Interests of controlled corporation 3,166,010,572 90.56% 1

=% RiE A E R

Mr. WONG Interests of controlled corporation 3,166,010,572 90.56% 1

mhA LB

Note: e -

1. China LVGEM is owned as to 100% by Go Great, which is in turn owned as to L BB HATRAR100% 2 HE(THEEEHETESR

100% by Mr. WONG. Accordingly, Go Great and Mr. WONG are deemed to be
interested in the 3,166,010,572 convertible preference shares held by China
LVGEM.
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PURCHASE, SALE OR REDEMPTION OF SECURITIES

On 23 April 2019, the Company received a conversion notice for the conversion
of 50,000,000 convertible preference shares in the capital of the Company into
50,000,000 ordinary shares of the Company.

Save as disclosed above, neither the Company nor any of its subsidiaries has
purchased or sold any of the Company’s listed securities during the six months
ended 30 June 2019.

SIGNIFICANT INVESTMENTS, ACQUISITIONS AND
DISPOSALS

On 21 May 2019, an indirect wholly-owned subsidiary of the Company
entered into an equity transfer agreement to acquire 100% equity interest in
Dongguan LVGEM Real Estate Development Co., Ltd., which is engaged in the
development and holding of a commercial development located in Zhangmutou
Town in Dongguan. Details of the acquisition are set out in the announcement
of the Company dated 21 May 2019.

Save as disclosed above, the Group did not make any other significant
investments, acquisitions or disposal that would constitute a discloseable
transaction under Chapter 14 of the Listing Rules.

DISCLOSURE OF INFORMATION OF DIRECTORS UNDER
RULES 13.51(2) AND 13.51(B)(1) OF THE LISTING RULES

Mr. ZHU Jingshu has resigned as an independent non-executive Director, the
chairman of the Audit Committee and a member of each of the Nomination
Committee and the Remuneration Committee of the Company with effect from
8 April 2019.

Mr. MO Fan has been appointed as an independent non-executive Director, a
member of each of the Audit Committee, the Nomination Committee and the
Remuneration Committee of the Company with effect from 8 April 2019.

With effect from 8 April 2019, Ms HU Gin Ing has been appointed as the
chairman of the Audit Committee of the Company.

CORPORATE GOVERNANCE

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

Throughout the six months ended 30 June 2019, the Company complied with
all code provisions of the Corporate Governance Code as set out in Appendix 14
to the Listing Rules on the Stock Exchange.

Other Information
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Other Information

Hib &R

COMPLIANCE WITH THE MODEL CODE FOR DIRECTORS’
SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) as set out in Appendix 10 of
the Listing Rules as its own code of conduct regarding directors’ securities
transactions. The obligation to follow the Listing Rules is set out in the terms
of the service agreements of each executive Director and the letters of
appointment of non-executive Director and each independent non-executive
Director. Having made specific enquiry with all the Directors, all Directors
confirmed that they have complied with the required standards as set out in the
Model Code for the six months ended 30 June 2019.

DIRECTORS’ SERVICE AGREEMENTS

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

The non-executive Director and each of the independent non-executive
Directors have entered into a letter of appointment with the Company; and is
subject to termination by either party in the manner as set out in the letter of
appointment.

None of the Directors had a service agreement or letter of appointment with the
Company which was not determinable by the Company within one year without
payment of compensation, other than statutory compensation.

REVIEW OF INTERIM FINANCIAL REPORT

The auditor of the Company, Deloitte Touche Tohmatsu, has performed an
independent review on the interim financial report set out on pages 27 to 76 in
accordance with Hong Kong Standard on Review Engagements 2410, “Review
of Interim Financial Information Performed by the Independent Auditor of the
Entity” issued by the Hong Kong Institute of Certified Public Accountants. On
the basis of the auditor’s review, which does not constitute an audit, Deloitte
Touche Tohmatsu confirmed in writing that nothing has come to the auditor’s
attention that causes the auditor to believe that the interim financial report is not
prepared, in all material respects, in accordance with Hong Kong Accounting
Standard 34. The interim results of the Group for the six months ended 30 June
2019 have also been reviewed by the members of the audit committee of the
Company before submission to the Board for approval. The audit committee of
the Company was of the opinion that the preparation of such results complied
with the applicable accounting standards and requirements and that adequate
disclosures have been made.
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Report on Review of Condensed Consolidated Financial Statements

Deloitte.

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

INTRODUCTION

We have reviewed the condensed consolidated financial statements of LVGEM
(China) Real Estate Investment Company Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on pages 26 to 76,
which comprise the condensed consolidated statement of financial position
as of 30 June 2019 and the related condensed consolidated statement of
profit or loss, statement of profit or loss and other comprehensive income,
statement of changes in equity and statement of cash flows for the six-month
period then ended, and certain explanatory notes. The Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited require the
preparation of a report on interim financial information to be in compliance
with the relevant provisions thereof and Hong Kong Accounting Standard 34
“Interim Financial Reporting” (“HKAS 34") issued by the Hong Kong Institute
of Certified Public Accountants. The directors of the Company are responsible
for the preparation and presentation of these condensed consolidated financial
statements in accordance with HKAS 34. Our responsibility is to express a
conclusion on these condensed consolidated financial statements based on our
review, and to report our conclusion solely to you, as a body, in accordance with
our agreed terms of engagement, and for no other purpose. We do not assume
responsibility towards or accept liability to any other person for the contents of
this report.

SCOPE OF REVIEW

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

CONCLUSION

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

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

21 August 2019
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Condensed Consolidated Statement of Profit or Loss

AR S EERR

For the six months ended 30 June 2019 &z —

—NFANA=THIERNE

Six months ended 30 June
BZEAA=1+HLAEA

2019 2018
—E-NF —T—-N\F
NOTES RMB’000 RMB’000
BiaE AR¥ T ARETFT
(Unaudited) (Unaudited)
(RBEX) (REEEZ)
Revenue Wz 3 3,422,084 767,275
Cost of sales SHER A (1,013,800) (326,617)
Gross profit EF 2,408,284 440,658
Other income, other gains and losses EAbA ~ Eflss REE 86,424 106,410
Selling expenses $HEMS (51,179) (51,196)
Administrative expenses THFAX (161,296) (167,894)
Fair value changes on investment BEMENDAEBEES
properties 479,228 91,389
Fair value changes on derivative AR ESITETAISDH
component of convertible bonds NRBEES 15(b) (47,160) 38,443
Finance costs RE KA 4 (490,069) (285,318)
Share of results of joint ventures N E = (1)
Profit before tax BERI&F 5 2,224,232 172,491
Income tax (expense) credit PRS2 6 (1,232,555) 15,046
Profit for the period HIRZF) 991,677 187,537
Profit (loss) for the period attributable to: LA™ A T FE(EEAR A (EIE)
Owners of the Company Vi N/NET )1 31 991,860 191,930
Non-controlling interests R e (183) (4,393)
991,677 187,537
RMB cents RMB cents
ARED N
(Unaudited) (Unaudited)
(REER) (CREEERZ)
Earnings per share gRAF 8
— Basic —EK 20.00 3.94
— Diluted —E 11.79 2.37

ESﬁTWﬁM i




Condensed Consolidated Statement of Profit or Loss and Other Comprehensive Income
R eEaREMEE KGR

For the six months ended 30 June 2019 #Z —F—hF/XA=1HI/~EA

Six months ended 30 June
BZEANA=1TRHLEAEA

2019 2018
—E-hEF —T—)\F
RMB’000 RMB’000
AR¥T R ARBT T
(Unaudited) (Unaudited)
(REEZX) (REEEZ)
Profit for the period B ZF 991,677 187,537
Other comprehensive (expense) income Hib 2w (B ) dkEs
Item that may be subsequently reclassified to ~ FEA S @ EH D HEEEm o HE -
profit or loss:
Exchange differences arising on translation B R EENHEZEE (249) (4,522)
Itemn that will not be reclassified to profit or loss: BEE TS E#H S 2 Eas 2 HE -
Fair value changes on investment in equity BARBEFAEMEEKRE ZIRAT AIRE
instrument at fair value through other ZARREBEEE(HRTIIA)
comprehensive income, net of tax 21,712 37,127
Other comprehensive income for the period BAEMEERE 21,463 32,605
Total comprehensive income for the period AN E WS 1E%E 1,013,140 220,142
Total comprehensive income (expense) AR AL 2mRE (R 2% -
attributable to:
Owners of the Company /NS 1,013,336 224,257
Non-controlling interests IEFE A AE 55 (196) (4,115)

1,013,140 220,142




Condensed Consolidated Statement of Financial Position

HEEES=

B BRI 3R

At 30 June 2019 R=Z—hF/~A=1H

At 30 June At 31 December
2019 2018
R=Z-—hF RZT—N\F
AA=+1+H +=ZA=+—H
NOTES RMB’000 RMB’000
BiaE AR¥ T ARETFT
(Unaudited) (Audited)
(REBEX) (F&E%)
Non-current assets FREBEE
Investment properties wEME 9 23,515,474 22,117,251
Property, plant and equipment W BEREE 9 442,523 458,393
Goodwill RS 231,602 231,602
Interests in joint ventures E’\é}fﬁﬂjﬁ’]ﬁéﬁ? 6,060 6,060
Amount due from a joint venture FEU—R& & ATIHIE 522,318 522,318
Equity instrument at fair value through &A% F@d‘)\ﬁﬁﬂiﬁ”ﬂlm2|&$lﬁ
other comprehensive income 11 519,765 490,816
Deferred tax assets RERIAEE 611,455 345,030
25,849,197 24,171,470
Current assets RENEE
Properties under development for sale BERAPGFEYE 8,281,418 7,407,278
Properties held for sale HEME 2,407,001 3,302,382
Other inventories HihFE 723 629
Accounts receivable FEURE X 10 27,507 11,576
Deposits paid, prepayments and other — BA1& 4 « FBAFIE K& fth E Y I8
receivables 1,166,721 890,294
Financial assets at fair value through BARBEFABRZSREE
profit or loss - 10,559
Debt instrument at fair value through BEARBEFAEMEZARGZEFTA
other comprehensive income 5,000 20,000
Tax recoverable AT U B R R 124,447 8,048
Restricted bank deposits ZRRHIRITIF IR 3,258,183 3,915,826
Bank balances and cash RITHEBRIES 5,835,116 3,674,042
21,106,116 19,240,634
Current liabilities REEE
Accounts payable FEABRIR 12 1,173,746 1,383,514
Contract liabilities aRAaE 3,170,712 2,268,288
Accruals, deposits received and other EEER - BElize REMERFIE
payables 859,928 744,814
Lease liabilities HEAE 23,482 =
Tax liabilities HEAE 2,223,387 1,468,779
Dividend payables FESRR B 232,759 =
Borrowings R 13 4,370,881 3,232,448
Senior notes and bond BAZBRES 2,593,396 2,591,909
14,648,291 11,689,752
Net current assets REBEEFE 6,457,825 7,550,882
Total assets less current liabilities BEERRBAE 32,307,022 31,722,352
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Condensed Consolidated Statement of Financial Position

R AR S AR R W=

At 30 June 2019 R=—ZE—hF~A=1+H

At 30 June At 31 December
2019 2018
R-ZE-hF RZZE—N\F
~NB=1+H +=—A=+—H
NOTES RMB’000 RMB’000
Mt AR¥T T ARETT
(Unaudited) (Audited)
(REBERX) (fE2=%)
Non-current liabilities FREBEE
Borrowings EE 13 12,781,223 13,309,348
Senior notes and bond BAEERES 2,820,890 2,809,060
Debt component of convertible bonds AR ES BRI D 15(a) 1,426,257 1,381,645
Derivative component of AIESRITE T A5
convertible bonds 15(b) 246,559 198,105
Lease liabilities HEAE 101,569 =
Deferred tax liabilities EXEFIBAE 2,644,516 2,585,251
20,021,014 20,283,409
Net assets EEZRE 12,286,008 11,438,943
Capital and reserves BAEREE
Share capital [N 14 41,565 41,141
Reserves #E 12,137,144 11,290,307
Equity attributable to owners of the AN B FE (L e
Company 12,178,709 11,331,448
Non-controlling interests FEFER R 107,299 107,495
Total equity TER AR 12,286,008 11,438,943




Condensed Consolidated Statement of Changes in Equity

BRGEERRER

For the six months ended 30 June 2019 &Z —Z—AFNA=1tHI/NEA

Atributable to owners of the Company

ADARFEEER
Convertitle Investment Share Non-
Share Share ~ preference Other  Exchange  revaluation option  Statutory  Retained controlling Total
capital ~ premium shares ~ reserve  resee feseve reserve eserve profits  Sub-total interests equity
TR REEH  BRE Fi2R

Brx  BBER  BAR RBE ERBR 0 BR BB  IERR  REEN 0 B RafE
RMBODO  RMBOOD  RWBOOO  RWBOOO  RWBODD  RMBOOO  RMBOOD  RMBOOO  RWBOOO  RWBOD  RM0OO  RMBO0D
ARBTR ARBTR ARBTR ARMTR ARMTZ ARMTR ARBTR ARRTR ARMTR ARMTZ ARRTR ARRTR

Balance as at 1 January 2018 (audited) RZ5-/\E-F-BHER

(@2H) 39121 6300567 5999114 (1123535) 119,608 To i 208337 149812 8219115 983%062 233141 10,069,203
Profit (loss) for the period BRI (EE) = = = = = - - - 191930 191330 (4393) 187537
Fair value changes on investmentinequity AL Bt AR 2 EREZR
insirument at fai value through other AIARE A BEES
comprehensive income, net oftax (1mtE) - - = = - 3w - - S TAV] AV
Eichange differences arising on translation R A AVAEEE - - - - (4800 = - - - (480 78 (452

Total comprehensive (expense) income forthe M2 (% s a5

period - - = = (48000 37127 - - 191930 224257 (A1) 220,142
Recogniton of equity-setled share-based RERE RS A58

payments (note 16) (Hfzt16) - = = = = - AW - - A% - 99
Dividend declared (note 7) BERRE (H:7) - - - - - - - - (01,7400 (201,740) - (201,740)
Transfer of satutory reserve BTG - - - - - - - 1786 (174) - - -
Conversion of convertble bonds HETRRES A0 70145 - - - - - - - 7038 - 7038
Capital contribution by & non-controlling FERRRR-RHBAT L E

shareholder of a subsidiary - - - - - - - - - - 3675 3675
Isstie of ordinary shares BTEER 1722 495898 - - - - - - - 497620 - 497620
Issue of convertible preference shares ERAERELR - - B - - - - - - B - B

Balance as at 30 June 2018 (unaudited) RZE-\ENA=THMES
(FEEH) 41083 6866610 6246161 (11235356 114808 112871 230296 151558 8207559 10,735,590 232701 10968291

Balance as at 1 January 2019 (audted) RZF-NE-F-BHEE
(Tz%7) 41,141 6,882,609 6,246,161 (11637887) 59400 110661 222970 221376 9,185,017 112331448 107495 11,438,943
Adjustment (note 2.1.2) (12 - - - - - - - - 66,525 66,525 66,525

Balance as at 1 January 2019 (restated) RZE-NE-F-BHER

(AE5)) 41,141 6882609 6,246,161 (11637887 59400 110861 222970 221376 9251542 11397973 107495 11,505,468
Profit (loss) for the period BRER|(5E) O = = = = - - - 991,860 991,860 (183) 991,677
Fair value changes on investmentinequity AL EEAEHZARE LR
insirument at fai value through other AIERE A BEES
comprehensive income, netoftax (1mtE) - - = = - s = - M - A
Exchange differences arising on translation B E4BAEES - - - - (236) - - - - (236) (13) (249)

Total comprehensive (expense) income forthe M2 (% s e

period = = = = (23) 21,712 - - 991,860 1,013,336 (196) 1,013,140
Dividend declared (note 7) BERRE () - - - - - - - - (2326000 (232,600) - (232600
Transfer of statutory reserve ERITRE - - - - - - - 2751 (1275)) - - -
Conversion of convertible preference shares AT EREAR(H14)

(note 14) 44 86,864  (67,268) = = = = = = = = =

Balance as at 30 June 2019 (Unaudted) RIE-NENA=TRNES
(kiEzf) 41565 6969473 6,158,873 (11637887 59,164 132373 222970 294,133 9938045 12,178,709 107,299 12,266,008
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Condensed Consolidated Statement of Cash Flows
BHRGEEESRER

For the six months ended 30 June 2019 EZ= —=

—NERNA=THRINEAR

Six months ended 30 June
BEASA=THLAEA

2019 2018
—E-hEF =—)\F
NOTES RMB’000 RMB’000
Ktat AR¥T T ARETFIT
(Unaudited) (Unaudited)
(REEZ) (REEER)
Net cash from (used in) operating activities &E&ZEFTE(FTA)REFHE 1,574,708 (252,328)
Investing activities REFH
Advances to related parties ) A /7 2 ISP RAER (873,528) (583,447)
Repayment from related parties BAE T3 866,384 1,033,946
Withdrawal of restricted bank deposits REVZ R FIERTTF R 2,183,786 2,086,226
Placement of restricted bank deposits FZREIRITFR (1,526,143) (2,458,905)
Withdrawal of short-term time deposits BN = A N EER—FRE|HRE
with maturity beyond three months but HFER
within one year 369,376 624,929
Placement of short-term time deposits TR =E A EER—F AL xS
with maturity beyond three months but HiTF 3R
within one year (591,312) (357,876)
Additional costs of investment properties & &4) 2 KIZESNK AN (126,417) (476,022)
Net cash inflow (outflow) on acquisition BRKE—HNEARWEEENIRS
of assets through acquisition of a A G ) F 58
subsidiary 21 298,970 (1,410,000)
Net cash inflow on disposal of a subsidiary — H & —fEi B A BIKIR &R AF5E 20 25,056 -
Repayment of consideration payable S EAAE = (1,043,336)
Purchase of property, plant and equipment BEEWE - ME KEE (2,637) (4,532)
Purchase of financial assets at fair value BEERAABEFAEMZARENS
through other comprehensive income BB E (5,000) -
Proceeds from disposal of HERARBEFABENSREERN
financial assets at fair value 1SRIE
through profit or loss 10,622 =
Proceeds from disposal of debt HERARBEFAEMEERZSHE
instrument at fair value through other B LAMSHIA
comprehensive income 20,274 =
Proceeds on disposal of property, plant HEWE « BENMREISEIE
and equipment 75 5
Proceeds from redemption of other FE O B Ath & B E EEFTB 5K
financial assets - 150,000
Proceeds from disposal of investment HEREYERSRIE
properties - 1,311
Interest received BUYFE 30,819 102,376
Net cash from (used in) investing activities REZEFTE(FAA)RE&FHE 680,325 (2,335,325)
Financing activities REES
Proceeds from new borrowings iEEEMSEIE 1,865,232 3,115,020
Repayment of borrowings BEEE (1,452,686) (2,211,168)
Interest paid BRFE (712,045) (562,676)
Repayments of leases liabilities BEHEARE (12,798) -
Proceeds from issue of convertible bond ~ Z&{TE[ AR (E S FTIS XA - 623,748
Capital contribution by a non-controlling IR A — B AR ZHE
shareholder of a subsidiary - 3,675
Proceeds from issue of new shares BT FTIS 58 — 497,620
Proceeds from issue of convertible BT IR REB S IRFT1S 5B
preference shares - 287,047
Net cash (used in) from financing activities BIEEE) (FTH)FIBREFHE (312,297) 1,753,266

Z=(FE)HERERRAE
=

TAFEREERE



Condensed Consolidated Statement of Cash Flows

FRGERERER

For the six months ended 30 June 2019 #Z T —AFXA=1THIL/NEA

Six months ended 30 June
BZEAA=1+HLAEA

2019 2018
—EB—-hE —E—)N\F
RMB’000 RMB’000
AR¥ T ARETFT
(Unaudited) (Unaudited)
(REFEZR) (REEEZ)
Net increase (decrease) in cash and cash HRERRESEEWIZMCHL ) FE
equivalents 1,942,736 (834,387)
Effect of foreign exchange rate changes HEE SR HE (3,598) (8,718)
Cash and cash equivalents at beginning of HIFBEERELSZEY
the period 3,231,909 3,350,234
Cash and cash equivalents at end of the HRESRESEEY
period 5,171,047 2,507,129
Represented by: ¥ -
Cash and cash equivalents Be RIAESZEY 5,171,047 2,507,129
Add: Fixed deposits with original maturity 0 : REIEIR AZ R =18 A EEER
date more than three months 664,069 357,876
Bank balances and cash BITEBRAS 5,835,116 2,865,005




Notes to the Condensed Consolidated Financial Statements

LEE SR B ES:

For the six months ended 30 June 2019 #Z —ZF— NN A=1THIL/NEA

BASIS OF PREPARATION

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

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

PRINCIPAL ACCOUNTING POLICIES

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

Other than changes in accounting policies resulting from application
of new and amendments to Hong Kong Financial Reporting Standards
(“HKFRSs"), the accounting policies and methods of computation used
in the condensed consolidated financial statements for the six months
ended 30 June 2019 are the same as those presented in the Group’s
annual financial statements for the year ended 31 December 2018.

Application of new and amendments to HKFRSs and an interpretation

In the current interim period, the Group has applied, for the first time,
the following new and amendments to HKFRSs and an interpretation
issued by the HKICPA which are mandatory effective for the annual
period beginning on or after 1 January 2019 for the preparation of the
Group’s condensed consolidated financial statements.

HKFRS 16 Leases

HK(IFRIC)-Int 23 Uncertainty over Income Tax Treatments

Amendments to HKFRS 9 Prepayment Features with Negative

Compensation
Amendments to HKAS 19 Plan Amendment, Curtailment or
Settlement

Amendments to HKAS 28 Long-term Interests in Associates and

EREE
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(TE 22 P DR BT AR BI85+ R e E AR B AR 2

MEGa B REUARK(ARE )2 - AR
BINRAR TR B
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BREREME  BasBEFAEGEZEKESZRA
TH BRARBEAABRZEMEE RAAE
Bt AR E 2 EB TAR A RERESITE
TARIRAABENEIH  BRGESUWBHRRT

BEERH AT RSB BBM B HREEA(EBH
BmEEA D MEBNSHBRED I BE-T
—NERA=TREXNER 2 BREEMBIRERF
Az e BERRFENZEREBBRE_T—)\
FH A=t HULEFENFEMBRERMZINN
SRR M EIERR -

FERHEI REETEBMBHRELEIR —KEE
RAREE  AEEERERTIAEESHED
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A o
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3 |
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Joint Ventures

Annual Improvements to HKFRSs 2015-
2017 Cycle
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Notes to the Condensed Consolidated Financial Statements

HEE RS

For the six months ended 30 June 2019 &=

B 5 R R B

“E-NFRA=THINER

2. PRINCIPAL ACCOUNTING POLICIES (Cont'd)

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

2.1 Impacts and changes in accounting policies of application on
HKFRS 16 “Leases”

The Group has applied HKFRS 16 for the first time in the current
interim period. HKFRS 16 superseded HKAS 17 “Leases” (“HKAS
177), and the related interpretations.

2.1.1 Key changes in accounting policies resulting from

application of HKFRS 16

The Group applied the following accounting policies in
accordance with the transition provisions of HKFRS 16.

Definition of a lease

A contract is, or contains, a lease if the contract conveys
the right to control the use of an identified asset for a period
of time in exchange for consideration.

For contracts entered into or modified on or after the date
of initial application, the Group assesses whether a contract
is or contains a lease based on the definition under HKFRS
16 at inception or modification date. Such contract will
not be reassessed unless the terms and conditions of the
contract are subsequently changed.

As a lessee
Short-term leases

The Group applies the short-term lease recognition
exemption to leases of rental premises that have a lease
term of 12 months or less from the commencement date
and do not contain a purchase option. Lease payments on
short-term leases are recognised as expense on a straight-
line basis over the lease term.
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Notes to the Condensed Consolidated Financial Statements

LEE SR B ES:

For the six months ended 30 June 2019 HBZ —ZF—hE,NA=1+HI/NEA
2. PRINCIPAL ACCOUNTING POLICIES (Contd) 2. FESIHBE®E)

ERAEEMBHRELUNFICHBE 228
RESTERESE ()

2.1 Impacts and changes in accounting policies of application on 2.1
HKFRS 16 “Leases” (Cont'd)

2.1.1 Key changes in accounting policies resulting from

application of HKFRS 16 (Cont’d)
As a lessee (Cont'd)
Right-of-use assets

Except for short-term leases, the Group recognises right-
of-use assets classified as investment properties initially at
cost at the commencement date of the lease (i.e. the date
the underlying asset is available for use).

The cost of right-of-use asset includes:

o the amount of the initial measurement of the lease
liability; and

o any lease payments made at or before commencement
date.

The right-of-use assets that meet the definition of
investment property are presented within “investment
properties” and are subsequently measured at fair value.

Leasehold land and building

For payments of a property interest which includes both
leasehold land and building elements, the entire property is
presented as property, plant and equipment of the Group
when the payments cannot be allocated reliably between
the leasehold land and building elements, except for
those that are classified and accounted for as investment
properties.

Refundable rental deposits

Refundable rental deposits paid are accounted under
HKFRS 9 “Financial Instruments” (“HKFRS 9”) and initially
measured at fair value. The impact of this on the Group is
insignificant.

2.1.1 ERZEHMBHEERFIHIH &
FHREAZE) ()
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Notes to the Condensed Consolidated Financial Statements

LEE SR E B T ES:

For the six months ended 30 June 2019 #Z T —AFXA=1THIL/NEA

2. PRINCIPAL ACCOUNTING POLICIES (contd) 2. FEESHBEG®B)
2.1 Impacts and changes in accounting policies of application on 21 EATABVEREENFIHHE 2E
HKFRS 16 “Leases” (Cont'd) REtEES2E (&)
2.1.1 Key changes in accounting policies resulting from 2.1.1 ERABZEUBREGERZIHEHN &
application of HKFRS 16 (Cont'd) FTRREANZE)(E)
As a lessee (Cont'd) EREFRAE)
Lease liabilities HEAE

At the commencement date of a lease, the Group
recognises and measures the lease liability at the present
value of lease payments that are unpaid at that date.
In calculating the present value of lease payments, the
Group uses the incremental borrowing rate at the lease
commencement date if the interest rate implicit in the lease
is not readily determinable.

The lease payments include fixed payments.

After the commencement date, lease liabilities are adjusted
by interest accretion and lease payments.

Taxation

For the purposes of measuring deferred tax for leasing
transactions in which the Group recognises the right-of-
use assets and the related lease liabilities, the Group first
determines whether the tax deductions are attributable to
the right-of-use assets or the lease liabilities.

For leasing transactions in which the tax deductions are
attributable to the lease liabilities, the Group applies HKAS
12 “Income Taxes” requirements to right-of-use assets and
lease liabilities separately. Temporary differences relating to
right-of-use assets and lease liabilities are not recognised
at initial recognition and over the lease terms due to
application of the initial recognition exemption.

REERBBEY  AREZERRN
MHRENFREERRLTEHEAR -
HEERSNMEMNEE A58 S
M ER A AR RIEE RN R E
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Notes to the Condensed Consolidated Financial Statements

LEE SR B ES:

For the six months ended 30 June 2019 #Z —F—hF/XA=1HI/~EA

2. FEETBER#E)

2. PRINCIPAL ACCOUNTING POLICIES (Cont'd)

2.1 Impacts and changes in accounting policies of application on
HKFRS 16 “Leases” (Cont'd)

2.1.1

212

Key changes in accounting policies resulting from
application of HKFRS 16 (Cont’d)

As a lessor
Allocation of consideration to components of a contract

Effective on 1 January 2019, the Group applies HKFRS 15
“Revenue from Contracts with Customers” (“HKFRS 15")
to allocate consideration in a contract to lease and non-
lease components.

Refundable rental deposits

Refundable rental deposits received are accounted under
HKFRS 9 and initially measured at fair value. The impact of
this on the Group is insignificant.

Sublease

When the Group is an intermediate lessor, it accounts for
the head lease and the sublease as two separate contracts.
The sub-lease is classified as a finance or operating lease
by reference to the right-of-use asset arising from the head
lease, not with reference to the underlying asset.

Transition and Summary of effects arising from initial
application of HKFRS 16

Definition of a lease

The Group has elected the practical expedient to apply
HKFRS 16 to contracts that were previously identified as
leases applying HKAS 17 and HK(IFRIC)-Int 4 “Determining
whether an Arrangement contains a Lease” and not
apply this standards to contracts that were not previously
identified as containing a lease. Therefore, the Group has
not reassessed contracts which already existed prior to the
date of initial application.

For contracts entered into or modified on or after 1 January
2019, the Group applies the definition of a lease in
accordance with the requirements set out in HKFRS 16 in
assessing whether a contract contains a lease.

2.1

ERAEEMBHRELUNFICHBE 228
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2.1.1
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ERE B EREEREIHEH &
FHREAZE) (&

ERHEA
2BRREESHBG

REE e A E IS S A R F 155
[REEFAaHNKE ] ([BEEMBRE
EREISR DA EANREERER
FEMESD AT NE—A—A
£

AREHEESES

BERATREESRERET BB R
EREBNEIRARIL R A A BER
B - WEH AR BT ETK -

|

BAEERTHEBEAR - REBKE
MERABERMOBILENIALR - 5
BH2ERETHENEREEE
FEMEE) DR AREREEMS -

6 JEFI B BB 15 2 & E Rl 1655 448
ELHERFZEGE

HEMNESR

AEERERERENE  EMEEE
RS LRE1FEANERERE
ABEEERIEL7R R BB (BB ®
STREZRY) REFMRIEERHE
EREEHE MBNREEZE4
BB EAEARERNARBINSES
HEZEH - FHit - AEE L EEHT
R A MR EFEZAL

MR- NF— A AR ZKFT LK

EERNEHME - AREREE B
SENFBIFAAEBRANEANEE

BEHENREEAHENES




Notes to the Condensed Consolidated Financial Statements

LEE SR E B T ES:

For the six months ended 30 June 2019 #Z T —AFXA=1THIL/NEA
2. PRINCIPAL ACCOUNTING POLICIES (contd) 2. FEESHBEG®B)

EREBMBHRELENFICHBE 28
REtRESE(E)

2.1 Impacts and changes in accounting policies of application on 2.1
HKFRS 16 “Leases” (Cont'd)

2.1.2 Transition and Summary of effects arising from initial 2.1.2 YR IER BB EIREERIE 1655698

application of HKFRS 16 (Cont'd)
As a lessee

The Group has applied HKFRS 16 retrospectively with
the cumulative effect recognised at the date of initial
application, 1 January 2019. Any difference at the date
of initial application is recognised in the opening retained
profits and comparative information has not been restated.

When applying the modified retrospective approach under
HKFRS 16 at transition, the Group applied the following
practical expedients to leases previously classified as
operating leases under HKAS 17, on lease-by-lease basis,
to the extent relevant to the respective lease contracts:

elected not to recognise right-of-use assets and lease
liabilities for leases with lease term ends within 12
months of the date of initial application; and

ii. applied a single discount rate to a portfolio of leases
with a similar remaining term for similar class of
underlying assets in similar economic environment.

As at 1 January 2019, the Group recognised additional
lease liabilities and right-of-use assets at amounts equal to
the related leases liabilities.

When recognising the lease liabilities for leases previously
classified as operating leases, the Group has applied
incremental borrowing rates of the relevant group entities
at the date of initial application. The weighted average
incremental borrowing rate applied is 9.5%.
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Notes to the Condensed Consolidated Financial Statements

R BRAR S B SRR M =

For the six months ended 30 June 2019 #Z —F—hF/XA=1HI/~EA

2. PRINCIPAL ACCOUNTING POLICIES (cont'd) 2. FESBE#E)
2.1 Impacts and changes in accounting policies of application on 21 ERAEBRUEREEANFIGHEAE 22E
HKFRS 16 “Leases” (Cont'd) REBERESEH(E)
2.1.2 Transition and Summary of effects arising from initial 2.1.2 WG IERE B EERIE 16548
application of HKFRS 16 (Cont'd) BLHERZEMZE ()
As a lessee (Cont'd) TERAMA(E)
On transition, the Group has made the following RBER  NEBERBT BV HIRE
adjustments upon application of HKFRS 16: LRIF165RE DML AT RAEE ¢
At 1 January
2019
R=Z—NI%F
—HB—H
RMB’000
ARBTT
Operating lease commitments disclosed asat31 ~ R=-F— /\F+_-_A=+—BAEENECLHEKIE
December 2018 209,469
Lease liabilities discounted at relevant incremental  $ZARFEIEE KR REANHE A E
borrowing rates 134,214
Less: Recognition exemption — short-term leases & : HEREA P — S HIFHE (2,491)
Lease liabilities as at 1 January 2019 RZTE—NF—A—BZHEARE 131,723
Analysed as D
Current RED 24,328
Non-current JEmE 107,395

131,723




Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 June 2019 &=

B 5 R R B

“E-NFRA=THINER

2. PRINCIPAL ACCOUNTING POLICIES (Cont'd)

2.1 Impacts and changes in accounting policies of application on
HKFRS 16 “Leases” (Cont'd)

2.1.2 Transition and summary of effects arising from initial

application of HKFRS 16 (Cont'd)
As a lessee (Cont'd)

The carrying amount of investment properties as at 1
January 2019 comprises the following:

EFEGBER )
21 BAESHBRSENSH AR 2HE
BB HERE ()

2.1.2 PGB BRI IR & ERE 16550 H
BLRFZEE(B)

TERAEBEANE)

“ZT-NF-A—R REVENE
E{EBIE TIIFHE

Investment

Note properties

Bt REME

RMB’000

AR¥ET R

As at 31 December 2018 RZE—N\F+=ZA=+—H 22,117,251
Right-of-use assets relating to operating leases & B8 FE R BB M ISR E R £ 16557

recognised upon application of HKFRS 16 RHEEHENFRREE 131,723
Adjustment to fair value of right-of-use assets ¥R =—ZE—hE— A —H AEI|{EREY

accounted for as investment properties at 1 EMEREESEN AL BERAR
January 2019 (a) 88,700
As at 1 January 2019 RZZE—NF—HA—H 22,337,674

Note:

(a) The Group subleases certain premises out under operating
leases. Accordingly, the related right-of-use assets are
classified as investment properties and are measured at fair
value on the initial application of HKFRS 16 on 1 January
2019, resulting in an adjustment of RMB88,700,000 to the
right-of-use assets classified as investment properties, and
a corresponding credit to retained earnings. The related tax
effect of RMB22,175,000 was recognised as deferred tax
liabilities and included in adjustment to retained earnings.

As a lessor

In accordance with the transitional provisions in HKFRS
16, except for sub-leases in which the Group acts as an
intermediate lessor, the Group is not required to make any
adjustment on transition for leases in which the Group
is a lessor but account for these leases in accordance
with HKFRS 16 from the date of initial application and
comparative information has not been restated. The
impact to the Group as a lessor as at 1 January 2019 is
insignificant.
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Notes to the Condensed Consolidated Financial Statements

LEE SR B ES:

For the six months ended 30 June 2019 #Z —F—hF/XA=1HI/~EA

2. PRINCIPAL ACCOUNTING POLICIES (Cont'd) 2. FEEHBR®E)
2.1 Impacts and changes in accounting policies of application on 21 EASBVBEREENFIHHE |2HE
HKFRS 16 “Leases” (Cont'd) RETtBEEE (&)
2.1.2 Transition and summary of effects arising from initial 2.1.2 WG IERE B EERIE 16548
application of HKFRS 16 (Cont'd) BLHERZEMZE ()
The following table summarises the impact of transition to TRBM BB ISR ELERIF 1658 BE
HKFRS 16 on retained profits at 1 January 2019. BXEHR T NF—A—BARB&EF
VRE o
Impact of adopting
HKFRS 16 at
Note 1 January 2019
R=ZB—h&F
—HA—H
RNE B
wmEZEA
Kt FI6HFHTE
RMB’000
ARBT R
Retained profits REBER
Fair value changes on investment properties 18 & ¥%2 A7 (BEZE) (a) 88,700
Tax effects M e (a) (22,175)
Impact at 1 January 2019 RZZB-NF—-A—BNPE 66,525
The following adjustments were made to the amounts ATHAEDHR - NF—A—BE
recognised in the condensed consolidated statement of FRfRE ISR SRR R KIBED -
financial position at 1 January 2019. Line items that were MARFTANZE BT ERIEE o
not affected by the changes have not been included.
Carrying amounts
previously Carrying amounts
reported at 31 under HKFRS 16
December 2018 Adjustments  at 1 January 2019
R=Z—h&F
RZT—N\F —HA—H
+=A=+—8H RIBE B
SCRIZ3REY e
BRTEE FE E16RMIREE
RMB’000 RMB’000 RMB’000
ARETFT ARETT AR¥T T
Non-current assets FRBEE
Investment properties LB 22,117,251 220,423 22,337,674
Current liabilities REEE
Lease liabilities HEaRE = 24,328 24,328
Non-current liabilities EREBEE
Deferred tax liabilities BEERRIBAE 2,585,251 22,175 2,607,426
Lease liabilities HEBE = 107,395 107,395
Capital and reserves EARHEiE
Share premium and reserves A& {718 K & 11,290,307 66,525 11,356,832
;(*)ggﬁﬁﬁggz 41
o) VR ﬁjgﬁrﬁ
e e e
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For the six months ended 30 June 2019 #Z T —AFXA=1THIL/NEA

3.

REVENUE AND SEGMENT INFORMATION

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

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

s & 2 A
WARKEMERR - MERERBEEE BB
WA - IR R34 A B BB A R AE
IR

BB K AT

Six months ended 30 June
BEAA=1+HLAEA

2019 2018
—Z2-NEF —T-N\F
RMB’000 RMB’000
AR¥T AREFIT
(Unaudited) (Unaudited)
(REER) (REEEZ)
Sales of properties YIS 2,988,335 309,677
Rental income AUWA 302,279 273,415

Revenue from hotel operation, property REBEEE - MESERE R
management services and other services H A AR By das 131,470 184,183
3,422,084 767,275

Timing of revenue recognition R Mz B[R]

At a point in time F{EPRF R BE AR 2,988,335 309,677
Over time BEEFRIRER 131,470 184,183

In identifying its operating segments, the executive directors of the
Company, being the chief operating decision makers, generally follow the
Group’s service lines, which represent the main products and services
provided by the Group. The Group has identified the following reportable
segments under HKFRS 8:

- Real estate development and sales: sales of properties

- Commercial property investment and operations: lease of
commercial properties, office premises and car parks

- Comprehensive services: hotel operation, property management
service and other service income

Each of these operating segments is managed separately as each of
these products and service lines requires different resources as well as
marketing approaches.
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Notes to the Condensed Consolidated Financial Statements

For the six months ended 30 June 2019 &=

3. REVENUE AND SEGMENT INFORMATION (Contd)

Segment revenue and results

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

operating and reportable segment:

Six months ended 30 June 2019

LEE SR B ES:

—F-NEARA=TALANEA
D EER ()

DR E R EE

3. W&EES

AT RAREBIREE
BT

LA 2o RE SR E

BE-—Z-NFAA=THLKER

Commercial
Real estate property
development investment Comprehensive
and sales and operations services Total
EihER R [GEZYES
REHE REMRKE RERB et
RMB’000 RMB’000 RMB’000 RMB’000
ARET R AR¥ T AR¥T T AR¥TR
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REEZX) (REEZX) (REBEXR) (REBER)
Revenue: Wzt
From external customers  2REINFEF 2,988,335 302,279 131,470 3,422,084
Inter-segment revenue BRI - 5,096 32,784 37,880
Total segment revenue Pk LrE Tt 2,988,335 307,375 164,254 3,459,964
Reportable segment profit A 2| EEF 2,088,439 272,621 47,224 2,408,284
Six months ended 30 June 2018 HE_ZT—-N\FA=1+HIEAR
Commercial
Real estate property
development investment Comprehensive
and sales and operations services Total
i ERE [BEX/ES
KIHE A B e R “aEt
RMB’000 RMB’000 RMB’000 RMB’000
AREFIT AREFIT AREFIT AREFIT
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REEERZ) RIEEZ) (REEEZ) (REER)
Revenue: Wzt
From external customers KGN 309,677 273,415 184,183 767,275
Inter-segment revenue BRI = 4,947 12,453 17,400
Total segment revenue PEWNSEEE 309,677 278,362 196,636 784,675
Reportable segment profit A 2#{HEEF 145,106 234,897 60,655 440,658

Inter-segment sales are at mutually agreed terms.
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Notes to the Condensed Consolidated Financial Statements

LEE SR E B T ES:

For the six months ended 30 June 2019 #Z T —AFXA=1THIL/NEA

3.

REVENUE AND SEGMENT INFORMATION (Contd)
Reconciliations of reportable segment revenue, profit or loss

The Group does not allocate fair value changes on investment properties,
fair value changes on derivative component of convertible bonds, other
income, other gains and losses, depreciation, finance costs, share of
results of joint ventures and corporate expenses to individual reportable
segment profit or loss for the purposes of resource allocation and
performance assessment by the chief operating decision makers while
the investment properties are allocated to the segment of “commercial
property investment and operations” for presenting segment assets.

The accounting policies adopted in preparing the reportable segment
information are the same as the Group’s accounting policies.

W sk & 2 ME R ()
A2 HHEE - R U

AEBUEAEZLERRERBZERDBEREK
BAEMERENENAABERZS  HREES
MTETAERONAABEZS  HMUA - Bk
é&%ﬁ FE BERAN  BERERRREAK
REARXAREBUAZRD B2 BEA - MKE
MENREFOBEESIRE BHEMERERK

MJ/\*E @
REAEHRDMERTRM 2 ST EAREE 2
SRR e

Six months ended 30 June
BEAA=1+HLAEA

2019 2018
—E-hF —T—-N\F
RMB’000 RMB’000
ARBTT ARETFT
(Unaudited) (Unaudited)
(REEEX) (REEEZ)
Revenue l&rﬁ
Reportable segment revenue SWHRHAUES 3,459,964 784,675
Elimination of inter-segment revenue %Tfﬁ/\*ﬁfﬁﬂﬂz (37,880) (17,400)
Consolidated revenue A WE 3,422,084 767,275
Profit %ﬂ
Reportable segment profit Z|MHLERF] 2,408,284 440,658
Fair value changes on investment properties ?xﬁf%%ﬂ’j@ﬁ BEE 479,228 91,389
Other income, other gains and losses EAbA ~ Elizs REE 86,424 106,410
Depreciation e (18,807) (25,232)
Finance costs BB R (490,069) (285,318)
Share of results of joint ventures EIEEERRIER - (1)
Fair value changes on derivative component of ~ AI A& E54T4 T EEZHHY
convertible bonds NREEES (47,160) 38,443
Corporate expenses ARIAZ (193,668) (193,858)
Consolidated profit before tax MEAI4R A BF| 2,224,232 172,491

Rghl. EST@ iEirINVESTMENT COMPANY LIMITED
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Notes to the Condensed Consolidated Financial Statements

LEE SR B ES:

For the six months ended 30 June 2019 #Z —F—hF/XA=1HI/~EA

REVENUE AND SEGMENT INFORMATION (Cont'd)

Segment assets

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

allocation and assessment of performance:

Segment assets

3.

Wk & 2 EEFR (@)
PEAE

AT RAEERAT2HEEED

BOEENT &

RBARERDEMFHEERERNTELERRESR
HaE  ELIER2IZEEFR

At 30 June At 31 December
2019 2018
R-ZE-hF RZZE—N\F
A~B=+1+H +=ZR=+—H
RMB’000 RMB’000
AR¥F T ARETFIT
(Unaudited) (Audited)
(REEX) (leE%)
Real estate development and sales EERENIEE 10,819,662 10,720,169
Commercial property investment and (EEXEZS g8
operations 23,523,466 22,119,061
Comprehensive services kA RS 354,421 365,004
Reportable segment assets A RS EEE 34,697,549 33,204,234
Goodwill SRS 231,602 231,602
Equity instrument at fair value through other AR BEFAEMEERGE CRATE
comprehensive income 519,765 490,816
Debt instrument at fair value through other BAABEAAEMEZAKSZERFR IR
comprehensive income 5,000 20,000
Financial assets at fair value through profitor B AR BEGABZZ S FHEAE
loss - 10,559
Bank balances and cash (including restricted  $R1T4582 I8 & (BIEZ R SIRITER)
bank deposits) 9,003,299 7,589,868
Deferred tax assets TR E = 611,455 345,030
Interests in joint ventures and amount due REEARMERE R ER—BEE QT
from a joint venture FE 528,378 528,378
Corporate assets NREE 1,268,265 991,617
Consolidated total assets EBAE 46,955,313 43,412,104
= (PE)BERETRDH
e, S -




Notes to the Condensed Consolidated Financial Statements

LEE SR E B T ES:

For the six months ended 30 June 2019 #Z T —AFXA=1THIL/NEA

3.

REVENUE AND SEGMENT INFORMATION (Contd) 3t
Segment assets (Cont'd)

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

W K& 2 EEFR (@)
DEEE ()

RENDBEERSBHENERSK  BEE &
AREBEAAEMCEERRZBATA  BARE
BEffAREMEEREZEB TR RAABEFTA
BRZEBEE  RITEHRERE(BEZRHRT
) BRERIREE - NAE QRS REKR—
MaERRRBARRBEEN  MBEESRE

WEHE -

FINANCE COSTS 4, BMERKA
Six months ended 30 June
BZEAA=1THILAEA
2019 2018
—E-hEF —T—N\F
RMB’000 RMB’000
AR¥BTT ARET T
(Unaudited) (Unaudited)
(REBEZR) (CREEEZ)
Interest on: FE -
Bank and other borrowings RITREAMESR 488,925 367,897
Convertible bonds ARk ES 78,652 52,024
Senior notes and bond BREERES 208,135 200,522
Lease liabilities HEAaE 6,126 -
Less: Amount capitalised in investment B B ERREYEREESF
properties under development and BFEYEENMLZz &5
properties under development for
sale* (291,769) (335,125)
490,069 285,318
& The finance costs have been capitalised at rates ranging from 5.08% to * BB KA TR N F5.08%%E9.00% (HE_T—\F

9.00% (six months ended 30 June 2018: 3.56% to 8.50%) per annum.

NAZTHIEKRER : 3.56%%E8.50%) 2 FEXE
A e




Notes to the Condensed Consolidated Financial Statements

LEE SR B ES:

For the six months ended 30 June 2019 #Z —F—hF/XA=1HI/~EA

PROFIT BEFORE TAX

5. BREAEF

Six months ended 30 June
BZEAA=1THLAEAR

2019 2018
—E-hEF —T-N\F
RMB’000 RMB’000
AR¥T R ARBTFT
(Unaudited) (Unaudited)
(REEZ) (REEEZ)
Profit before tax is arrived at after charging BrE AT 2 F THAZH0BR (FEA) -
(crediting):
Cost of properties held for sale recognised as RAERAZNEEMENLE
expense 899,896 164,571
Depreciation of property, plant and equipment  #1% - BE &EREITE 18,811 25,393
Less: Amount capitalised in investment B BRERREMERBERPEFEY
properties under development and ¥ERMbz 28
properties under development for sale (4) (161)
18,807 25,232
Gross rental income from investment REYEMSHES WA LR
properties 302,279 273,415
Outgoings in respect of investment propertiess ~ BRERHIAEER S WA ZIREMES
that generated rental income during the X (M)
period (Note) (29,658) (38,518)
272,621 234,897
Staff costs BIRA
Directors’ emoluments E=Eaa| 4,343 7,739
Other staff cost: Hth 8 TR :
Salaries and other benefits in kind e hEMEYH 160,216 152,115
Equity-settled share-based payments DARR#EE 45 & LA R 19 2~ B9 Rk I8 - 17,763
Amount recognised as expense for RARKEARARLHSHE
retirement benefit costs 9,258 8,592
Less: Amount capitalised in investment B BRI EMERERPFEY
properties under development and ¥ERMEREEE
properties under development for sale (37,676) (40,261)
136,141 145,948
Loss (gain) on disposal of property, plantand &Y% - BE R ELEE (k)
equipment 2 (4)
Foreign exchange gains, net V& 5 Yo /5 58 (2,327) (6,027)
Note: For the six months ended 30 June 2018, the amount included rental ik : B2 ) \FEXNA=Z+THLAEAR  ZeEBE

ROMLHBEBTHNYEEENHASHIOARE
12,799,0007T °

expense incurred for properties that are under sublease arrangement of
approximately RMB12,799,000.




Notes to the Condensed Consolidated Financial Statements

HEE RS

For the six months ended 30 June 2019 &=

B 5 R R B

“E-NFRA=THINER

6. [INCOME TAX (EXPENSE) CREDIT

6. PR (FAX)ER

Six months ended 30 June
BEANA=1+HLEAEA

Notes 2019 2018
Kt —E-h&F —\F
RMB’000 RMB’000
ARETR ARETFT
(Unaudited) (Unaudited)
(REEXR) (REER)
Current tax BNEATR IR
PRC Enterprise Income Tax B EEFTISEL
— Current period — ZNERfH (a) (528,952) (39,290)
PRC Land Appreciation Tax (“LAT") AR B 1 IR E R ([ EHbIG(ERT )
— Current period — R EAF (b) (947,954) (29,315)
— Overprovision in prior period — BT HARBERE (c) 7,778 162,077
(940,176) 132,762
Deferred taxation IEERIE 236,573 (78,426)
Total income tax (expense) credit Fris®i (R )E e a5 (1,232,555) 15,046
Notes: Bz -

(a)

(b)

(c)

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

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

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

The amount for the period ended 30 June 2019 includes an overprovision
of LAT of RMB7,778,000 in relation to a property development project in
Shenzhen, the PRC (six months ended 30 June 2018: RMB161,781,000
in relation to an urban redevelopment project in Shenzhen, the PRC). The
Group has recomputed the LAT provision based on the actual relocation
compensation to original inhabitants finalised during the period ended 30
June 2018.

ESTA EhINVESTMENT COMPANY LI

w* Ih‘

(a)

(b)

(c)

BRETFEARKMBEEMSTOR(TDEMSH
EDREEMBRAEEGD - B-FFTN\F—H
—B - mEERRNER25%

HRASERNMERREEESERGEFERTA
A - BRI B EE RIS LSRR

BRER—ANEEF-A=+ L AERNTE g
ERETERPIERAR - IARHEXEENTH
R E FAE BT R AR R M S e M
BAGMLEER - HRRL IR EREBIEEY
SEPRS FRIUR AT HUR S - B 48 b 8 R AR AR
FIEMEERFAS)ARERKRGE - BLERNF30%
£60% 15 °

BE_ZT-NAEFRNAZTHLBRAZERBREEM
iNGE l/mﬂ\\ﬂﬁ—lﬁmiﬁﬁﬁflﬁ B AR TR E
BB EHARK?, 778000 (BE=—Z—N\F<A

=+ BERER - BT BRYIE — R T SoE
HE BN ARKEL61,781,0007T) - NEBERE
NERA=ZTRLEHRZERRERE
HEEME AR T IEETAYE

BE_%—

HEERHE




Notes to the Condensed Consolidated Financial Statements

7. DIVIDENDS

LEE SR B ES:

For the six months ended 30 June 2019 #Z —F—hF/XA=1HI/~EA

7.

RS

Six months ended 30 June
BZEA<A=1+HLEAEA

2019 2018
—E-hEF —ZT—)\F
RMB’000 RMB’000
AR¥ T ARBTFT
(Unaudited) (Unaudited)
(REER) (REEEZ)
Dividends recognised as distribution during HANERAD IR ZARE
the period:
2018 Final dividend — HK5.3 cents (equivalent —=— \FEREAA%E — 5.375(l
to approximately RMB4.65 cents) (HERHARKEL.655) 232,600 -
2017 Final dividend — HK5 cents (equivalent =& — 4+ REIA% S — 55
to approximately RMB4.40 cents) (HERDARKAL405) - 201,740

The dividends recognised as distribution for the year ended 31
December 2018 were subsequently paid on 30 July 2019.

No dividend for the six months ended 30 June 2019 and 30 June 2018
had been proposed by the directors of the Company.

8. EARNINGS PER SHARE

The calculation of the basic and diluted earnings per share attributable
to the owners of the Company is based on the following data:

HE_Z— ) \F+_A=+—HILFEERAD KN
BREEER-_FB-NFLA=THIK -

AAREZEREZNREBE_T—NFA=T
AR—ZE—N\FRA=THILAEAZEE -

BRER

A TR R TR A RS BRI TR T
B

Six months ended 30 June
BEANA=THLEAXEA

2019 2018
—E-hEF T N\F
RMB’000 RMB’000
AR¥F T ARETIT
(Unaudited) (Unaudited)
(REER) (REEEZ)
Earnings BF|
Earnings for the purpose of basic earnings ARETESREARRBN N EF]
per share 991,860 191,930
Effect of dilutive potential earnings in BIEEERMEUTRENTE
respect of
— Convertible bonds — AR ES = 16,864
Earnings for the purpose of diluted earnings ARGTESRES BT EF
per share 991,860 208,794

ﬁa(*l)ﬂh&?ﬁﬁﬁﬁﬁf\:ﬂb a9




Notes to the Condensed Consolidated Financial Statements

LEE SR E B T ES:

For the six months ended 30 June 2019 #Z T —AFXA=1THIL/NEA

8. EARNINGS PER SHARE (Contd) 8. BRERNE)
Number of shares
BEE
2019 2018
—E-hEF —T—N\F
Number of shares K& E
Weighted average number of ordinary shares ~ RS EGRERBFHAD
of the Company for the purpose of basic T mAR NN T 8K
earnings per share 4,959,644,839 4,872,534,196
Effect of dilutive potential ordinary shares in B ST @R AT RE
respect of )=
— Share options — AR 57,168,548 114,925,942
— Convertible bonds — AR E S - 304,949,261
— Convertible preference shares —ARRE IR 3,396,069,708 3,508,685,216
Weighted average number of ordinary shares ~ B ESFIEHE BT A A A
of the Company for the purpose of diluted T m A NN AE 9 8
earnings per share 8,412,883,095 8,801,094,615
The computation of diluted earnings per share for the period ended 30 FEHEET-NAFAAA=THIEHENERES
June 2019 does not assume the conversion of the convertible bonds as B WERRKIUARESESR  REAKKR
the conversion would result in an increase in earnings per share. 1B R T -

9. MOVEMENTS IN INVESTMENT PROPERTIES AND 9. REYWELURYE - BERRESD
PROPERTY, PLANT AND EQUIPMENT

(a) Capital expenditure (a) EXEX

During the current interim period, the Group incurred AR ERERR - AEBBYE - BB K ERE N
capital expenditure of approximately RMB2,637,000 and RIEEMEEENEARZ DN ABARYE
RMB126,417,000 for property, plant and equipment and 2,637,0007T 2 A R#126,417,0007C(H = =
investment properties, respectively (six months ended 30 June T-N\FARA=THILARER : DRIRARK
2018: RMB4,532,000 and RMB626,912,000, respectively). 4,532,0007T &2 AR #626,912,0007T) °

During the current interim period, the Group has written off AR ERERR - AEBEMEREFEAAR
property, plant and equipment with net carrying amount of #77,000cKIYE - BEREE(BEZS—
RMB77,000 (six months ended 30 June 2018: RMB1,000). NEARA=1+HIEAREA : ARE1,0007T) ©

e




Notes to the Condensed Consolidated Financial Statements

LEE SR B ES:

For the six months ended 30 June 2019 #Z —ZF— NN A=1THIL/NEA

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

(b)

i) | o e e || S il ) %, M ‘
[l el s Tl s eSSy
)| S ot e 1 B | LR

Valuation

The fair values of the investment properties at 30 June 2019
and 31 December 2018 have been arrived at on the basis of a
valuation carried out by Messrs Jones Lang LaSalle Corporate
Appraisal and Advisory Limited, which is a firm of independent
qualified professional valuers not connected to the Group.

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

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

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

3 |

9. REWEURYE BERREED

(%)

(b)

fhiE

ZEREMERN_Z-NFAA=FTHEE=ZF
—NFE+ZA=+—HORAEE - THEREMF
EMITRENE XA AERARMETNGE
B ZARAEAEETEMEZBYAE
REXEMGERAT e

FE TR EMER DR RITE Y2 A%
BEMS » ZEETDRBBAERGTERE
17 - WEAMAB A LEEMHTHEESTI2R
AR BT DA R B AR AR L SE 0 B At AR R T
EREHESETE - RAZENELEERTZ
SRE AR R AU R W RIB (A (ERD TS
MRS EETRE -

RIRAREEAEZERTREMEMS - 4
ENENREERRZSRENESRERR
RERERSHERMRENILETT - HEDN
ITERARBERED TRIRENENTE T
SEBMBEARUDENHEREMS - B
- AREEER B TR E R AR
MENEM AR EETHE - ZAEDRKF
BRAMAEZE - BEZRAA - BEKAM
SEEAMAZEBNABEX(RNEERRRY
R BRI R TR BB Y E B
DU @ER) - BRAA TR (4 E R0 450
2SN AR SR R ETHE
BN METE °
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RgRRRRRERR -
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Notes to the Condensed Consolidated Financial Statements

LEE SR E B T ES:

For the six months ended 30 June 2019 #Z T —AFXA=1THIL/NEA

10. ACCOUNTS RECEIVABLE 10. FEURBRFX
At 30 June At 31 December
2019 2018
R=Z—h&F RZT—N\F
ANA=+H +=A=+—H
RMB’000 RMB’000
AR¥ T ARETFT
(Unaudited) (Audited)
(REEER) (fE%)
Accounts receivable TEUTBE X 28,179 12,248
Less: Allowance for credit losses B EEEREE (672) (672)
27,507 11,576
Accounts receivable represent receivables arising from sales of EREFIEHEEME  HEVENHSRARES
properties, rental income from leasing properties and comprehensive RAE(BIEEEEERMESIE)NEKRFKE - HHH
services (including hotel operation and property management). For the EVMEELENBRFIEMS  ZEFEREHLS
receivables arising from sales of properties, they are due for settlement ERBMRGRIBEN - REAEVWENHSWAE
in accordance with the terms of the relevant sales and purchase ERMERHRIENES S AESEERAKE - WiF
agreements. For the receivables arising from rental income from ﬁ?ﬁiﬂﬁ%ﬁé?ﬁé%ﬂﬁﬁ% ke o BUBE & iEE
leasing properties, monthly rents are normally received in advance and A H E IR AR 3R 5B HHTLJ&EZ%‘ZH JES
sufficient rental deposits are held to minimise credit risk. For accounts BIRFE E’JTEHSZE% K EEH— M A30E0KTE
receivable generated from hotel operation, the credit term is payable on (ZZE—N\F+=ZA=1+—8 : 30260XK) °
demand. For accounts receivable generated from property management,
receivable generally have credit terms of ranging from 30 to 60 days (31
December 2018: 30 to 60 days).
All accounts receivable are denominated in RMB. The ageing analysis FiEEWEBR R IAARBEE - NEBEWERERNE
of the Group’s accounts receivable, based on invoice dates for rental RIZEREEMENHEESRARGREREEEZLH
income from leasing properties and comprehensive services and the LA&@E@%%?E:./\EWJE%{%?K’D\TEZZD—F :
terms of relevant sales and purchases agreements for sales of properties,
is as follows:
At 30 June At 31 December
2019 2018
R-ZE—hE R=ZZ—N\F
~AB=t+H +=—A=+—H
RMB’000 RMB’000
ARETR ARETT
(Unaudited) (Audited)
(REER) (B&E=)
Within 1 month 1EA A 15,881 6,853
1 to 12 months 121218 A 7,855 2,079
13 to 24 months 13Z241E A 2,790 1,881
Over 24 months HBiE241E A 981 763
27,507 11,576

52 'LVGEM (CHINA) REA ESTATE INVESTMENT COMPANY LIMITED b
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Notes to the Condensed Consolidated Financial Statements

For the six months ended 30 June 2019 &%

10. ACCOUNTS RECEIVABLE (Cont'd)

11.

The movement in the allowance for credit losses is as follows:

LEE SR B ES:

—F-NEARA=TALANEA
FE W B R (4)
EEBRBBEDHNT -

At 30 June At 31 December

2019 2018

R-ZE—hE RZZT—N\F

~NAB=+H +—-—A=+—H

RMB’000 RMB’000

AR¥TR AREFIT

(Unaudited) (Audited)

(REEEZ) (FE2E%)

At 1 January ®n—HA—H 672 711
Reversal on impairment loss recognised B ERREE 1 2 B El - (39)
At 30 June/31 December WARA=+8B/"+=Z—A=+—8 672 672

The Group applies the HKFRS 9 simplified approach to measure ECL
which uses a lifetime ECL, accounts receivable have been grouped
based on shared credit risk characteristics and the historical observed
default rates adjusted by forward looking estimates. As at 30 June
2019, the directors of the Company considered that the default risk
for the accounts receivable is very low and the lifetime ECL allowance
is insignificant as at 30 June 2019. None of the debtors is considered
credit impaired.

EQUITY INSTRUMENT AT FAIR VALUE THROUGH OTHER
COMPREHENSIVE INCOME

11.

REBRBEBUBRELENERNELITETE
HHEEBE Ei??}fﬁﬁﬁﬁi%ﬁﬂﬁﬁﬂﬁgléﬂ% :
BUEREENAECEERREHELELER

RO WA MEAR R T — Hi/\ﬂ
=+tRH > ARAREZRAREUKIENE L E R E
K BERZZE-AFRNA=THNGFEREHREER
EEIA - BEEBARRASHREERE

At 30 June At 31 December
2019 2018
R-Z—h&F RZZT—N\F
ANB=1H +=-—A=+—8
RMB’000 RMB’000
ARET T AREFIT
(Unaudited) (Audited)
(REEZK) (15 %)
Listed investments: EHRE
— Equity securities listed in the PRC (Note) ~— — AR 2 IRAEZE S (M3E) 519,765 490,816

Note:

The above listed equity investment represents 0.4% equity interests in an entity
listed in the PRC. This investment is not held for trading, instead, it is held for long-
term strategic purposes. The directors of the Company have elected to designate
this investment in equity instrument as FVTOCI as they believe that recognising
short-term fluctuations in this investment’s fair value in profit or loss would not
be consistent with the Group’s strategy of holding the investment for long-term
purposes and realising its performance potential in the long run.

BT

bt EBRAEREEN —HTE TR 20.4%5E o &
HRAEVHFHIERE  MERRPARBAEIHE - BRAR
REFRANBERAZREZAABEEHNBHLTHE
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SEEBEERZRATAZRERBEARBE; AL LE
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Notes to the Condensed Consolidated Financial Statements

LEE SR E B T ES:

For the six months ended 30 June 2019 #Z T —AFXA=1THIL/NEA

12.

13.

ACCOUNTS PAYABLE

Based on invoice dates, the ageing analysis of the Group’s accounts

payable is as follows:

12. FE{FBRER

REERNRFHRRIZERBRITOT

At 30 June At 31 December
2019 2018
R-ZE-h&F RZZE—N\F
~NB=+H +-A=+—H
RMB’000 RMB’000
ARETT ARETT
(Unaudited) (Audited)
(REBEZR) (FEE%)
Within 1 month 1EAMA 799,531 1,220,394
1 to 12 months 1Z12{8A 284,121 109,626
13 to 24 months 13Z241E A 49,885 11,029
Over 24 months HBiE241E A 40,209 42,465
1,173,746 1,383,514
BORROWINGS 13. &
At 30 June At 31 December
2019 2018
R-E—hE RZZE—N\F
~NA=tH +=—A=+—H
RMB’000 RMB’000
AR¥T T AREFIT
(Unaudited) (Audited)
(REEEZ) (5= %)
Borrowings comprise: EERE
— Variable rate bank loans —ZBIRITER 15,272,472 14,283,068
_ Fixed rate bank loans —EERITER 1,535,750 1,916,300
— Private senior notes —EEEERE 343,882 342,428
17,152,104 16,541,796
Analysed as: DT -
— Secured —HIEH 16,699,224 16,085,461
— Unsecured — iK1 452,880 456,335
17,152,104 16,541,796
Borrowings are repayable: BEANUTHRES -
— Within 1 year (Note) — 1FR(KF) 4,370,881 3,232,448
— More than 1 year, but not exceeding 2 — BB ERBB2F
years 3,967,375 2,056,850
— More than 2 years, but not exceeding 5 — BB F BT BB F
years 6,762,011 8,906,056
— More than 5 years —EBIA5F 2,051,837 2,346,442
Total borrowings BmiEs 17,152,104 16,541,796
Less: Amount due within one year shown B OREBAREE TR —FRNEIE 2 08
under current liabilities (4,370,881) (3,232,448)
Amount due after one year N—FE % T8~ T8 12,781,223 13,309,348




Notes to the Condensed Consolidated Financial Statements

LEE SR B ES:

For the six months ended 30 June 2019 #Z —F—hF/XA=1HI/~EA

13. BORROWINGS (Contd) 13. BE#E)

Note: The balance included borrowings containing a repayment on demand Mz - ZEBREEREREERRIZEE(DEAER—F
clause amounting to RMB1,319,962,000 (31 December 2018: AEE) AR%1,319,962,0007t( ZFE—N\F+=A
RMB675,274,000), which are classified as repayable within 1 year. =+—H : AR¥675,274,0007T) °

During the current interim period, the Group repaid loans RAGPEHBEE AEECEEERARE

amounting to RMB1,452,686,000 (six months ended 30 June 1,452,686,000c(HBEZ =T — N\FXA=F+HIER

2018: RMB2,211,168,000) and drew new bank loans amounting @A : AR¥2211,168,0007) * I IRENFH B4R 1T

to RMB1,865,232,000 (six months ended 30 June 2018: ERARE1,865,232000t(HE-Z—\FEXA

RMB3,115,020,000). =+HIENEA : AR¥ES,115,020,0007T) °

As at 30 June 2019, two secured bank loans with aggregate amount of RZZE—NEXNA=1+H MEFEHRETERLE

RMB1,735,690,000 were secured by the equity interests of subsidiaries S HARK1,735,690,0007T A AN EE B A B 2 ik

of the Group. REVEHEIR -

As at 30 June 2019, a secured bank loan with aggregate amount of —hENA=1TH  —SFEFETETE

RMB240,615,000 was secured by certain equity investments held by @%ﬁ/\ﬁbﬁgmo 615,0007T H Fx 4845 Hxﬂxiﬁﬂfi‘%

Mr. Wong Hong King (“Mr. Wong”), the ultimate controlling shareholder. H([EEE D B TIREREEE o

As at 31 December 2018, a secured bank loan with aggregate amount of R-ZT—N\FE+-_A=+—8 —SFEMHRTE

RMB1,785,690,000 was secured by the equity interests of a subsidiary R4S EARK],785,690,0007T F 48 5= B — M &

of the Group. NALZIRBEVER R

14. SHARE CAPITAL 14. B
2019 2018
“E-RE “T-N\F
Number Number
of shares HK$'000 RMB’000 of shares HK$'000 RMB'000
RAEE THT AR®ET T L E] FHT AREFT
Authorised share capital of the R BEERRA :
Company:
Ordinary shares of HK$0.01 FREEO.0LE T LAk
each 30,000,000,000 300,000 240,000 30,000,000,000 300,000 240,000
Issued and fully paid share AARIB BT REREA :
capital of the Company:
Ordinary shares of HK$0.01 FRAEOIBITH
each LER
At 1 January R—A-A 4,942,241,524 49,422 41,141 4,694,182,792 46,941 39,121
Exercise of share options TR E = = = 6,700,000 67 58
Conversion of convertible HBAARE LR
preference shares (note i) (R 50,000,000 500 424 - - -
Conversion of convertible AR E R ()
bonds (note ii) - - - 28,794,063 288 240
Issue of ordinary shares BATERAR (7T
(note ii) - - - 212,564,669 2,126 1,722
As at 30 June/31 December RAA=+B/
+-A=+—-H 4,992,241,524 49,922 41,565  4,942,241,524 49,422 41,141
iz | | S(PEDHHERERRAA 55
il i;‘ “ B ..“, e e hiqﬂﬁﬂﬁin I§
8 l Al — E
e e T T MM ..»m‘ e
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Notes to the Condensed Consolidated Financial Statements

LEEENS

For the six months ended 30 June 2019 &z —ZF—

B 5 R R B

NERA=THIERER

14. SHARE CAPITAL (Cont'd)

Notes:

(0

(ii)

(iii)

Conversion of convertible preference shares:

On 29 April 2019, 50,000,000 shares of convertible preference shares
issued on 30 November 2015 have been converted into ordinary shares at
the conversion price of HK$2.06 per conversion preference share.

Conversion of convertible bonds:

On 17 January 2018, the Company received a notice from Chance
Talent Management Limited (the “Subscriber”), requesting for the
conversion of the CB 2018 as defined in note 15 in the principal amount
of US$10,000,000. Accordingly, the Company had allotted and issued
28,794,063 conversion shares to the Subscriber at the conversion price of
HK$2.695 per conversion share on 18 January 2018.

Issue of new ordinary shares:

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

Placing and subscription:

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

56 'LVGEM (CHINA) REA ESTATE INVESTMENT COMPANY LIMITED
Interlm Repow aq 9,
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(0

(ii)

(iii)

14. RA&(#)

GEE

AT B AR

—hWEHA=+HAA R=ZZT—AF+—A
=+ B #17#950,000,0008% 7] # % 18 SE IR B IR T %
AR B SE A% 2.0678 TR EA(E K 0 A AR -

HBARRES

RZT—N\F—A++tHB &2 7 #%EChance
Talent Management Limited ([REEA ) 2@ - &
kRASBEITEETLZ S — \FaREH(
MizE1oATE R ) EITHIE - At - R=ZZE—N\F—A
+N\B - AAREMREARTREIBROEBIRE
2.69578 TU il # [ 3£1728,794,063 % 7 A% 17 ©

BATHE B
R=ZZ—\F = At H' &2 7 HlLeadon

International Investments Real Estate Limited (435
B 2B E =75 RIEBRMDRBEA)FT LR R

& })%ﬂ:t B 17 R AR B IR REEEAR2.938% T
132,564,660 F AT - 48FH4380.47H BB

TT(IRERARE3I2556BETT) - BERG 2 B #
REGTERZZE-N\FZA =T/ XAZK - BITH
TEROABENARTDEHAE-_T—N\F-_At
EZ/\H: o

A& MR

REZZF—NFZANB  FEZSHEZRERAD
A((PEGZR DERER BREEREBITVRER
RERZ - Bt EEREERERERBBEZSEIA
FH%2.9387% T2 B 1% ([ Bt & 18 J) Bl 580,000,000/%
WERM([EERD]) - 8584235.048 88 T(HE
ERARKINATEET) EERGEHEER
BRETELE=FREFFRMERAF— QDI
REEEHFRHERAF- QDI - RIFEE KAE
H#E - PRESZSCHKRGEREURSEE—PRE
80,000,000 A~ 1A A1 ¥ &A% - BEE RN 2B & &
REROCBEITER-_E—\E-_A+THAZRRK

RERRBNFBENARAEHA=—T-NF=
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Notes to the Condensed Consolidated Financial Statements

15. CONVERTIBLE BONDS

(a)  Debt component of convertible bonds

HEEESS

For the six months ended 30 June 2019 &%

B 75 R B

“E-AFRA=THINER

15. AR ES

() WERESELEHD

2019 2018
—E—-hEF —ZT—)\F
RMB’000 RMB’000
ARETR AREEFTT
(Unaudited) (Audited)
(RETEZX) (Fe51z)
Net carrying amount as at 1 January R—A—BNERmFE 1,381,645 589,650
Issue of convertible bonds BT RRES - 704,661
Interest expense FEFAXZ 78,652 131,969
Interest paid EARFE (38,454) (45,946)
Conversion of CB 2018 (as defined below) — H#—F— N\FEr[#RESH
(FER T30 - (59,278)
Exchange difference PE N Z=%E 4,414 60,589
Net carrying amount as at 30 June/31 WANA=+8B/+=-—A=+—8H
December HEREFE 1,426,257 1,381,645
Less: Amount due within one year shown W mé})ﬁ{;lﬁ‘mf\ 4F A 51| HA
under current liabilities 22 - =
Amount due after one year R—F & E|H 2 78 1,426,257 1,381,645

(1)

) Sy A o
dﬁﬁﬂﬁﬁ%Mﬁ@WMﬂ%ﬁm

On 6 November 2016, the Company entered into a
Convertible Bonds Subscription Agreement (the “Agreement”)
with an independent third party, Chance Talent Management
Limited (the “Subscriber”). Pursuant to the Agreement, the
Subscriber agreed to acquire the Convertible Bond (the “CB
2018") with aggregate principal amount of US$100 million
(equivalent to RMB686 million) at interest rate of 5.5% per
annum, payable by the Company semi-annually in arrears
from the issue date, with initial conversion price of HK$2.76.
The maturity date is on the second anniversary of the issue
date. The CB 2018 were issued to the Subscriber on 18
November 2016.

The bondholder has the right to convert the CB 2018 in
whole or in part into shares at any time on or after the
issue date of the CB 2018 up to the respective maturity.
264,946,889 (31 December 2018: 264,946,889) new
shares will be issued upon full conversion of CB 2018. An
adjustment had been made to the conversion price from
HK$2.76 to HK$2.695 on 21 July 2017 as a result of the
dividends paid since the convertible bonds were issued.

i

(1)

RZE—XNE+—AXAB ' AQH
M| — % %8 7 2 = FChance Talent
Management Limited (TREADFZ
—1’737#1&,\ R ([ °
*ET)%EZT&% ﬁﬁ/\ﬂ%”ﬂ%$%#@§5

%EHH“FAE%6% L)
Bzif' K5 5% B[R ES( =
T N\FABRER]) (VP RRER
276%L) MBBBETABPRNEE
FRAARG LN o FIHR A3%1TH
BESRRBES - —T— \EARRES
R=ZT—RFE+—A+N\BETTRE
Ac

EEFAEABENR T — \FEaHRE
EERTAHME R B ERBEIEE L
BERE S 2Bk B D — T — \E Al (&
EHAB ARG o 264,946,8898% (—F —
NE+=—H=+—8 : 264,946,839/%)
FRMDBEA T — \FEARR EEHER
AT AU BRBRESFZRITMX
e sERN—E—+F+ A= +—
B R Eh2.76/8 T E2.6958 T ©

S (FBENHERERRAA
T ﬂiqﬂﬁﬂﬁim

.y

57

Ln



Notes to the Condensed Consolidated Financial Statements

LEEENS

For the six months ended 30 June 2019 = —=

B 5 R R B

—NFESNAZTHIENEAR

15. CONVERTIBLE BONDS (Cont'a)

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

(1)

(Contd)

On 17 January 2018, the Company received a notice
from the Subscriber, requesting for the conversion of the
CB 2018 in the principal amount of US$10,000,000.
Accordingly, the Company has allotted and issued
28,794,063 conversion shares to the Subscriber at the
conversion price of HK$2.695 per conversion share.
Adjustments had been made to the conversion price from
HK$2.695 to HK$2.636 as a result of allotment of ordinary
shares, allotment of convertible preference shares and the
dividends paid during the year ended 31 December 2018.

On 3 October 2018, the Subscriber, the Company and
Mr. Wong entered into the deed of extension to extend the
maturity date of the CB 2018 to 18 November 2020.

Further details of the principal amendments to the
Agreement were disclosed in Annual Report 2018 dated 21
March 2019.

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

Further details of the terms and conditions of the CB 2018
were disclosed in the announcements of the Company
dated 6 November 2016, 8 November 2016, 18 November
2016 and 3 October 2018 respectively.

The CB 2018 contains two components, debt component
and derivative component. The effective interest rates of the
debt component is 14.23% (2018: 14.23%) per annum.
The derivative component is measured at fair value with
changes in fair value recognised in profit and loss.

The fair value of conversion option is US$12,225,000
(equivalent to RMB84,042,000) (31 December 2018:
US$4,494,000 (equivalent to RMB30,843,000)) as at 30
June 2019.

58 'LVGEM (CHINA) REAt. ESTATE INVESTMENT COMPANY LIMITED
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15. AR ES(2)

(a)
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Notes to the Condensed Consolidated Financial Statements

15. CONVERTIBLE BONDS (Contd)

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

%)

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

The bondholder has the right to convert the CB 2023 in
whole or in part into shares at any time on or after the
issue date of the CB 2023 up to the date falling seven days
prior to the maturity date. 208,776,595 new shares will be
issued upon full conversion of the CB 2023 based on the
initial conversion price of HK$3.76. Adjustments had been
made to the conversion price from HK$3.76 to HK$3.68 as
a result of the issue of Second CB 2023 and the execution
of CB 2018 for the year ended 31 December 2018.

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

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

The fair value of conversion option is US$9,714,000
(equivalent to RMB66,778,000) (31 December 2018:
US$5,877,000 (equivalent to RMB40,338,000)) as
at 30 June 2019. The fair value of early redemption
option is US$8,674,000 (equivalent to RMB59,632,000)
(31 December 2018: US$13,404,000 (equivalent to
RMB91,994,000)) as at 30 June 2019.

HEEESS

For the six months ended 30 June 2019 &=

B 75 R B

“E-AFRA=THINER

15. ERES &)
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2
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AI(ERERA) B — 5% = FGlobal
Affluence Holding V Limited ([ ZZ—\
FREA DT — D R ESRIE R
F(ZZ—N\FHHED - BE=F—N
Fipzm  — T N\FREARBEYRER
SRBAUERTHEERARKE.75E
TT) * REFEL 0% BRI AR ES
(Ff-\,f_i—ﬁﬁﬁ%fﬁj) FMERE
FERBARALNT - FIEAR BIEITH
HfBEH M A AT - :?:_E—W}%Hﬂﬁ
FR=ZE—)\FRA+LAETTF=Z
_)\ﬂzn/ugﬁ/\ °©

BEHEBEABER T _=FrBiRE
FERTERME RS2 REZHAR LR
LFBER S 2 AR A D — B = = AR
EH R RIRG © 208,776,5950% 37 X
MR B =F i AREFERRN
MR RYZ HIEBEI 768 TTHIT - AN

BE-Z-\F+_A=1+—HLFE
BT R FF Y BRRES R

T \FrBRES  SIRECH
3.76B LB A3.68ETT °
:E:_i‘J%J&ﬁ%HﬂA@JBﬁ A &

BESAN-ZE-_=FrBRES
5E/Q1T$$%EE@124.012214% ERE
FEERAMFIE o

BAERHAEARRR_Z-_TFRAT
TR —ZF - =FBRESFETH
%@tiﬁﬁﬁﬁﬁ%ﬁi&ﬂ]ﬁﬁﬁﬁﬂ)“ﬂ‘iz
% BREBEMAMBERBEITARE
£8.00%H E W a5 X fE @ E%\%%T;ﬁ)\
BFENEHNEHY S _=F I BRE
%o

T-NENA=1H @EHhiAE
82 5t (B {E 59,714,000 T E 7
AR #66,778,0007) (ZZE— \FE+
—A=+—H:5877,000% T(EE

A R #40,338,0007T)) ° R =& —
NEXRA=ZTH RAEREN2R

1B {8 /38,674,000% 7T( 1 & I A R ¥
59,632,0007) (ZZ—NF+=-A=+
—H 13,404,000 T(HHER AR
91,994,0007T)) °

ﬁ%(*l)ﬂﬁgi&ﬁ‘ﬁ'ﬁﬁ"‘j

ﬂiqﬂﬁﬂiﬁi




Notes to the Condensed Consolidated Financial Statements

LEEENS

For the six months ended 30 June 2019 = —=
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15. CONVERTIBLE BONDS (Cont'a)

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

)
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(Contd)

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

The CB 2023 contains two components, debt component
and derivative component (including the conversion option
and the early redemption option that is not closely to the
host). The effective interest rates of the debt component
is 13.48% (2018: 13.48%) per annum. The derivative
component is measured at fair value with changes in fair
value recognised in profit and loss.

On 16 September 2018, Gemstones entered into a
Convertible Bonds Subscription Agreement (the “2018
Second Agreement”) with an independent third party,
Pioneer Festive Limited (the “2018 Second Subscriber”).
Pursuant to the 2018 Second Agreement, the 2018 Second
Subscriber agreed to acquire the convertible bonds (the
“Second CB 2023") with aggregate principal amount
of US$50 million (equivalent to RMB341.8 million) at
interest rate of 5.0% per annum, payable by the Company
semi-annually in arrears. The maturity date is on the fifth
anniversary of the issue date. The Second CB 2023 were
issued to the 2018 Second Subscriber on 28 September
2018.

The bondholder has the right to convert the Second CB
2023 in whole or in part into shares at any time on or after
the issue date of the Second CB 2023 up to the date falling
seven days prior to the maturity date. 127,022,653 new
shares will be issued upon full conversion of the Second CB
2023 based on the initial conversion price of HK$3.09.

The Second CB 2023 will be redeemed on maturity at a
value equal to 136.1% of the outstanding principal amount
of the Second CB 2023, together with any accrued and
unpaid interest.
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Notes to the Condensed Consolidated Financial Statements

15. CONVERTIBLE BONDS (Contd)

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

3)

) Sy A o
dﬁﬁﬂﬁﬁ%Mﬁ@WMﬂﬁmw

(Cont'd)

The bondholder has the right by written notice at any time
on or after 28 September 2020, the second anniversary of
the issue date of the Second CB 2023 and before maturity,
require the Gemstones to redeem all or some of such
bondholder's Second CB 2023 at a yield of internal rate of
return of 10.00% per annum.

If a bondholder has exercised the conversion rights
attached to any CB 2023 and disposed of any conversion
shares issued as a result thereof, Gemstones will be
entitled to share 30% of the consideration (net of taxes
and brokerage fees) payable to the relevant bondholder in
excess of the agreed preferred return in accordance with
the terms of the Second CB 2023.

The fair value of conversion option (after profit-sharing)
is US$5,217,000 (equivalent to RMB35,863,000)
(31 December 2018: US$3,419,000 (equivalent to
RMB23,468,000)) as at 30 June 2019. The fair value
of early redemption option is US$35,500 (equivalent
to RMB244,000) (31 December 2018: US$1,670,000
(equivalent to RMB11,462,000)) as at 30 June 2019.

Further details of the terms and conditions of the Second
CB 2023 were disclosed in the announcements of the
Company dated 17 September 2018.

The Second CB 2023 contains two components, debt
component and the derivative component (including
the conversion option after profit-sharing and the early
redemption option that is not closely related to the host).
The effective interest rate of the debt component is 8.73%
(2018: 8.73%) per annum. The derivative component is
measured at fair value with changes in fair value recognised
in profit and loss.

i

HEEESS

For the six months ended 30 June 2019 &%
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“E-AFRA=THINER

15. ERES &)

(@) TFIRRESEBIHD(E)

3)
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Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 June 2019 &=
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15. CONVERTIBLE BONDS (Cont'a)

(b)

62 LVGEM (CH

J " "lnterlm Re

uﬁﬁiﬂlﬂﬂ B

15. AR ES(2)

Derivative component of convertible bonds (h) TRRESFTEIAEHRS
2019 2018
—ZE-hEF —ZT—)\F
RMB’000 RMB’000
ARET T ARETT
(Unaudited) (Audited)
(REBEZX) (4= =%)
Net carrying amount as at 1 January RK—A—BRERmFE 198,105 111,078
Embedded derivatives at the date of issue AR AR & 5317 B It Er A=
of convertible bonds TETIAR - 255,307
Conversion of CB 2018 R =T — N\FaHKRES - (11,107)
Net loss (gain) arising on changes in fair AR EEEHEENES(KE)FE
value 47,160 (172,192)
Exchange difference P& H Z%E 1,294 15,019
Carrying amount as at 30 June/31 ANA=+H/+=-B=+—H
December KARE(E 246,559 198,105
Less: Amount due within one year shown B ORBAEEE TR —ERNBHZ &
under current liabilities - -
Amount due after one year R—E B T8 %0E 246,559 198,105

(1)

The methods and assumptions applied for the valuation
of the CB 2018 at 31 December 2018 and 30 June 2019
were as follows:

The fair value of the derivative component of convertible
bonds as at 31 December 2018 and 30 June 2019
derived by using the Binomial Option Pricing Model were
approximately RMB30,842,000 and RMB8&4,042,000,
respectively, which were determined by the directors of
the Company with reference to the valuation performed
by Asset Appraisal Limited, a firm of independent
professional valuers with appropriate qualifications and
recent experiences in the valuation of similar derivative
component of convertible bonds with reference to market
values. During the six months ended 30 June 2019, the
Group recognised the fair value loss of RMB52,111,000 in
the condensed consolidated statements of profit or loss (six
months ended 30 June 2018: a gain of RMB42,447,000).

A) RéEAl. ESTATE INVESTMENT COMPANY LIMITED
)

N J I

Ul hmmh JquHL iyl

(1

R N\F+-_A=1+—HER-Z
—NERNAZTHYH T — N\FrAl 8k
EHEITHERATER A A AR RRN
T

AIMBREFITETASIN=ZE—N\F
+ZA=+—BER=_ZF—NFXA=
THERAZEAREEERIITEZA
xR EBED R4/ A R30,842,0007T
M AR 84,042,000t B R TS
RAARES2ERPELAETEEMNE
FRAREITHMEMERE - Z A8
BHEARNBYEXMEM - BE2
EmAEMNGREEATRRESITETAL
AAERBIRLR BE_T-NF
NA=ZTHIERER - AEBRERALR
EERERPERAABEEBEARY
52,111,000;t(B 2= —NFRA=

TRIEER - Yam AR¥A42,447,000
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Notes to the Condensed Consolidated Financial Statements

15. CONVERTIBLE BONDS (Cont'd)

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

1)

@)

(Cont'd)

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

HEEESS

For the six months ended 30 June 2019 &%

B 75 R B

“E-AFRA=THINER

15. ERES &)

(b) TFHRBRESFTETREBS (F)

(1)

(%)

BYHEEHEMNSEREE TN
iTTﬁHﬂE%MEIE*ﬁ“’AﬁFEﬁ
PRk e) — TR Bt E B TR
AT

At 31 December At 30 June

2018 2019

RZZE—)\F R-ZF-hF

+=-A=+—H ~B=1+H

Share price f&(E HK$2.23 HK$2.75
2.23%87T 2.75%8 T

Exercise price 1T1E(E HK$2.636 HK$2.636
2.636/87C 2.636/8 T

Expected dividend yield TEHARR B 2.24% 1.93%
Volatility RIS 33.31% 35.73%
Discount rate BHIR K 17.87% 15.50%
Risk free interest rate Eeirvlpes 2.540% 1.853%

The methods and assumptions applied for the valuation
of the CB 2023 at 31 December 2018 and 30 June 2019
were as follows:

The fair value of the derivative component of convertible
bonds as at 31 December 2018 and 30 June 2019
derived by using the Binomial Option Pricing Model were
approximately RMB132,332,000 and RMB126,410,000,
respectively, which were determined by the directors of
the Company with reference to the valuation performed
by Asset Appraisal Limited, a firm of independent
professional valuers with appropriate qualifications and
recent experiences in the valuation of similar derivative
component of convertible bonds with reference to market
values. During the six months ended 30 June 2019, the
Group recognised the fair value gain of RMB6,053,000 (six
months ended 30 June 2018: a loss of RMB4,004,000) in
the condensed consolidated statements of profit or loss.
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é&iw» Dol -
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EHFETHEREANAERBR
NN
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Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 June 2019 &=
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15. CONVERTIBLE BONDS (Cont'a)

(b)

64 LVGEM (CH

J " "lnterlm Re

uiﬂﬁﬁhﬂﬂlﬁﬁﬁ%ﬁ

Derivative component of convertible bonds (Cont'd)

)

Q)

(Cont'd)

The inputs used in the Binomial Option Pricing Model
adopted by the independent professional valuer in
determining the fair values the derivative component of the

15. AR ES(2)

(b)

ARBRESTEIARD (2)

(2)

(#&)

BYEXGEMRNSEREF 2=
i—lﬁﬁxfs%milﬂ*ﬁ’“&ﬁf*@ﬁ%
PRER AN — IR\ B E AR E R P EY

CB 2023 at the respective dates were as follows: WABURIOT :
At 31 December At 30 June
2018 2019
RZZE—N\F R-Z—-hF
+=-A=+—H ~NA=1+H
Share price f%(& HK$2.23 HK$2.75
2.23%7T 2.75% T
Exercise price 1TEE HK$3.68 HK$3.68
3.6887T 3.687% T
Expected dividend yield TEEANR B 2.24% 1.93%
Volatility RN 50.73% 43.90%
Discount rate ARIA 17.581% 15.158%
Risk free interest rate ERE R AR 2.529% 1.796%

The methods and assumptions applied for the valuation of
the Second CB 2023 at 31 December 2018 and 30 June
2019 were as follows:

The fair value of the derivative component of convertible
bonds as at 31 December 2018 and 30 June 2019
derived by using the Binomial Option Pricing Model were
approximately RMB34,931,000 and RMB36,107,000,
respectively, which were determined by the directors of
the Company with reference to the valuation performed
by Asset Appraisal Limited, a firm of independent
professional valuers with appropriate qualifications and
recent experiences in the valuation of similar derivative
component of convertible bonds with reference to market
values. During the six months ended 30 June 2019, the
Group recognised the fair value loss of RMB1,102,000
(six months ended 30 June 2018: nil) in the condensed
consolidated statement of profit or loss.

N J I

A) RéEAl. ESTATE INVESTMENT COMPANY LIMITED
)

Ul hmmh JquHL iyl

(3)

W_F—\F+=A=+—ARR-T
—NEAA=ZTRAE T -_=FF it
AR B EITRER TR AN AR
BREMAT :

WRESTAET ARSI N —T—/\F
+ A=+—HBER=_Z— ni/\ﬁl_
+HRFEAZEABEEERATEZR
R EED B4 A A R%34,931,0007T
& AR #36,107,000T BT
AAREZ2ER P ELETEEME
RARBETHEEMERE - & AR
BHEEERNBYEEMERRM  BEZR
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Notes to the Condensed Consolidated Financial Statements
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For the six months ended 30 June 2019 #Z —F—hF/XA=1HI/~EA

15. CONVERTIBLE BONDS (Contd)

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

15. AR ES(2)

(b) TFHRBRESFTETREBS (F)

(3)  (Contd) 3 (&

The inputs used in the Binomial Option Pricing Model BYSXGHEMRSAREE_S=_=
adopted by the independent professional valuer in FE_BITBRESTETADLH AN
determining the fair values the derivative component of the BERTRMAN B B EEERF

Second CB 2023 at the respective dates were as follows: FTAMEASIENT ¢
At 31 December At 30 June
2018 2019
RZZE—N\F R=Z—h&F
+=A=t+—FH xA=+A
Share price f&(E HK$2.23 HK$2.75
2.23%87T 2.75%8 T
Exercise price ITERE HK$3.09 HK$3.09
3.0978 7T 3.09/% T
Expected dividend yield TEHARR B 2.24% 1.93%
Volatility RIS 49.536% 43.520%
Discount rate BLIR 14.403% 11.977%
Risk free interest rate A [ B 1) R 2.541% 1.805%

16. SHARE-BASED EMPLOYEE COMPENSATION 16. AR 13 09 1E & &

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

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

([Z=t8)) -

R=B—A®AAZ+NR - ARTBERER
ETSREREMBE  EREALNARART
R eh & 285,800,000 5 1 EI 0.0 Ty 38
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Notes to the Condensed Consolidated Financial Statements

LEE SR E B T ES:

For the six months ended 30 June 2019 #Z T —AFXA=1THIL/NEA

16. SHARE-BASED EMPLOYEE COMPENSATION (Contd) 16. URHBZIHNEEHM &)
Details of the Options granted by the Company pursuant to the Scheme —ET-hFANAZTARZE-N\F+ZA=F
and the share options outstanding as at 30 June 2019 and 31 December —El ZIS NEIMRIREZET S5 L M s AR AT 68 A B AR A
2018 were as follows: BT
Number of options
BREHE
Balance at Granted Exercised Lapsed Balance at Exercise
1 January during during turing 30 June price per
Date of grant Exercisable period 2019 the period the period the period 2019 share
RZB-0F RZB-N%F
-A-H RA=TH =i
RitiBH R wEs RERRE  RMERTE  REBRAN e e
(dd/mmfyyyy) (dd/mmpyyyy) HK$
(B/R/%) (B/B/%) BT
Executive directors (Note 1) 28/06/2016 28/06/2016 to 27/06/2026 16,950,000 - - - 16,950,000 1.846
HTES(EL)
Executive directors (Note 2) 28/06/2016 28/06/2017 to 27/06/2026 13,950,000 - - - 13,950,000 1.846
wrEs ()
Executive directors (Note 3) 28/06/2016 28/06/2018 to 27/06/2026 18,600,000 - - - 18,600,000 1.846
BTES(HH3)
Employees (Note 1) 28/06/2016 28/06/2016 to 27/06/2026 65,490,000 - - - 65,490,000 1.846
E&(firt)
Employees (Note 2) 28/06/2016 28106/2017 to 27/06/2026 65,850,000 - - - 65,850,000 1.846
EE(F2)
Employees (Note 3) 28/06/2016 28/06/2018 to 27/06/2026 87,800,000 - - - 87,800,000 1.846
EGER))
268,640,000 - - - 268,640,000

Exercisahle at the end of the period
BRUTFAE 268,640,000

ESTﬁTH‘TVEEIME




Notes to the Condensed Consolidated Financial Statements

LEE SR B ES:

For the six months ended 30 June 2019 #Z —F—hF/XA=1HI/~EA

16. SHARE-BASED EMPLOYEE COMPENSATION (Cont'd)

16. MR XN EREHM =)

Number of options
iR A
Balance at Transfer Granted Exercised Lapsed Balance at Exercise
1 January during during during during 31 December price per
Date of grant  Exercisable period 2018 the year the year the year the year 2018 share
RZZ-)\§ RZE-N\%
—A-H TZA=t-H gk
REBH  f7fHE MR REREE  RERRE  RENTE RERXHR HEER i
(d/mmiyyyy) (dd/mmiyyyy) (Note 4) HK$
(B/R/%) (R/B/%) (Mizt4) BT
Executive directors (Note 1)  28/06/2016  28/06/2016 to 27/06/2026 16,950,000 - - - - 16950,000 1.846
HrEs(MiE)
Executive directors (Note 2)  28/06/2016  28/06/2017 to 27/06/2026 13,950,000 - - - - 13950,000 1.846
BrES(H2)
Executive directors (Note 3)  28/06/2016  28/06/2018 to 27/06/2026 18,600,000 - - - - 18,600,000 1.846
BrES(MH3)
Employees (Note 1) 28/06/2016  28/06/2016 to 27/06/2026 68,490,000 = = (3,000,000) - 65490,000 1.846
E&(firr)
Employees (Note 2) 28/06/2016  28/06/2017 to 27/06/2026 68,490,000 = = (2,100,000) (540,000) 65,850,000 1.846
EE(MiF2)
Employees (Note 3) 28/06/2016  28/06/2018 to 27/06/2026 91,320,000 - = (1,600,000)  (1,920,000) 87,800,000 1.846
EEGER))
277,800,000 - = (6,700,000)  (2,460,000) 268,640,000

Exercisable at the end of the year
ERTFIH

268,640,000

Note 1: The option was vested immediately on the date of grant.

Note 2: The option granted are subject to the vesting period from the date of grant
up to 27 June 2017.

Note 3: The option granted are subject to the vesting period from the date of grant
up to 27 June 2018.

Note 4: The weighted average share price at the dates of exercise for share
options during the year was HK$2.61 per share.

The closing price of the Company’s shares immediately before 28 June
2016, the date of grant, was HK$1.820.

There is no performance condition for the Options to vest.

FEEL - FERCERN IR B RN RS -

B R B EE G R R E - A A
— LB BEERR -

M3 IR HMBERERERERRE—_T—N\F<A
R ZBEAMARR o

s RAEETEBREE R ZNETFORELSESR
2618 -

RRRIROREE-_ZT—RFA-TNBEREA
H)ATH (B R 1.820/8 T -
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SR (hE)

il i



2 &1

iiﬂmmwm

Notes to the Condensed Consolidated Financial Statements

HEE RS

For the six months ended 30 June 2019 &=

16.

17.

B 5 R R B

“EAEFARA=THIENER
SHARE-BASED EMPLOYEE COMPENSATION (Cont'a)

The fair values of the share options determined at the date of grant using
the Binomial model were HK$276,156,000 (equivalent to approximately
RMB236,030,000). During the six months ended 30 June 2019, the
Group recognised the total expense of nil (six month ended 30 June
2018: RMB21,959,000) in relation to share options granted by the
Company.

The following assumptions were used to calculate the fair values of share
options granted on 28 June 2016:

Grant date share price HK$1.820
Exercise price HK$1.846
Expected life 810 10 years
Expected volatility 64.787%
Expected dividend yield 0.55%
Risk free interest rate 0.965%

The Binomial model has been used to estimate the fair value of the
options. The variables and assumptions used in computing the fair value
of the share options are based on the best estimate of the directors of the
Company. Changes in variables and assumptions may result in changes
in the fair value of the Options.

PLEDGE OF ASSETS

At the end of the reporting period, the Group had following assets being
pledged.

16.

17.

R S H R S5 M ()

RELAHUA—EABRETNEREAALBE
/276,156,0005% 7T (48 & 1 49 A R #236,030,000
) BE_Z-AFENA=THIEAEA  &K&EH
RARREE 2 ERERREHALZ T T(EHE_T—
NERA=ZTHIEAER : ARKE21,959,0007T) °

ATREDARAER -_Z-—R"EA-+TNBE
HEEREN R EE

R B HRRRE 1.820% 7T
1IE(E 1.8467% 7T
TR ] 8% 104
TRHDR i 64.787%
TAHIR B X 0.55%
£ [ B M) = 0.965%

“HAABE D AR EFBREN A EE . AR §+
%Eﬁ%ﬁé@fﬁTL‘TEE’]T“Ii)}@”‘E@TﬁZK
EEREMGEE - JERERBROES 5
HEREAABEDIREE) -

EERH

RNBERR - AERECEIPATEE -

At 30 June At 31 December
2019 2018
R=ZB—hF RZEB-N\F
ARA=+H +=A=+—H
RMB’000 RMB’000
AR®TT AREBTT
(Unaudited) (Audited)
(REERK) (fe &%)
Properties under development for sale BRPFEYE 555,827 243,244
Properties held for sale FEME = 17,612
Investment properties KREYE 19,985,080 16,186,128
Property, plant and equipment LEN S E T 244,594 228,428
Pledged deposits HIRFR 2,146,984 2,202,786
22,932,485 18,878,198
Note: Misx -
As at 30 June 2019, except for assets pledged above, two secured bank loans with —NERNA=+H B LR EEN MEEEK
aggregate amount of RMB1,735,690,000 are secured by the equity interests of ﬂifﬁﬁg K45 %8 A R¥1,735,690,0007T B A & E B A
subsidiaries of the Group (see also note 13). Bl 2 BRAEVEIR R (GE RIS 2B 5E13)

As at 31 December 2018, except for assets pledged above, a secured bank loan
with aggregate amount of RMB1,785,690,000 was secured by the equity interests
of a subsidiary of the Group (see also note 13).

68 'LVGEM (CHINA) REA ESTATE INVESTMENT COMPANY LIMITED
Interlm Repowaq g ¥ RN E o | j ity l

b i e S

RZZ-N\F+A=+—H BELERZEEN  FE

ﬁiﬁﬁﬁ K48 58 A R #51,785,690,0007T F 7 5 & — R Bf
AR PR (R

R 2RMTEEL3) -
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Notes to the Condensed Consolidated Financial Statements

For the six months ended 30 June 2019 &%

18. RAEEKEIE

CONTINGENCIES AND COMMITMENTS

As at 30 June 2019, the Group had contingent liabilities relating to
guarantees in respect of mortgage facilities for certain purchasers
amounting to approximately RMB3,258,402,000 (31 December 2018:
RMB1,162,977,000).

Pursuant to the terms of the guarantees, if there is default on the
mortgage payments by these purchasers, the Group is responsible to
repay the outstanding mortgage loans together with any accrued interest
and penalty owed by the defaulted purchasers to the banks.

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

The directors of the Company consider that it is not probable for the
Group to sustain a loss under these guarantees as during the periods
under guarantees, the Group can take over the ownerships of the
related properties and sell the properties under default to recover any
amounts paid by the Group to the banks. The Group has not recognised
any deferred income in respect of these guarantees as its fair value is
considered to be minimal by the directors of the Company. The directors
of the Company also consider that the fair market value of the underlying
properties is able to cover the outstanding mortgage loans guaranteed
by the Group in the event that the purchasers default payments to the
banks for their mortgage loans.

As at the end of the current interim period, the Group has the commitments
amounting to RMB1,671,666,000 (31 December 2018: RMB1,624,898,000)
contracted but not provided for investment properties under development
and properties under development for sale.

|l

LEE SR B ES:

“E-AFRA=THINER

RZFE—AENAZTH A&EBRETEH
MEBEREREERNINABENARARE
3,258,402,000c( = —NF+=_A=+—H: A
Ri#1,162,977,0007T) °

RBERER  WZEESTERIZBNR  BIAE
BABREERRKENNZBERERENETR
NRITHOEMERFIEREE

AEBNERMABBZBEFREASE B2
BERMEBEAFEEMEEERBEBERBERA
REERE)FRL -

NEEFERR  AEERERBE KA 88 EZ
%%%ﬁ%ﬁ@ﬁ’ﬁ$%@&@mmlﬁTT&
BEMMENMARLEERBME  NEEAE
BRRITXNOERNESE - AR AR BEERRZ
SERNAABEMIRE  MAKREL AR ZE
EREREMEZERA - RATEENRAL  WE
HHEREBRITRIBER - HEAMENAATER
VA AR SR B P R AR A R (BB IR IR AR -

NAREHREEK  AEBRBEFREDERLE
FEEMERERTNERBENAERARE
1,671,666,0007T( =&
R #1,624,898,0007T) °
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Notes to the Condensed Consolidated Financial Statements

LEE SR E B T ES:

For the six months ended 30 June 2019 #Z T —AFXA=1THIL/NEA

19. RELATED PARTY DISCLOSURES 19. BABSHE

(a) Transactions with related parties (a) EERAEELETHRS

A E M ETNR BT

The Group had the following transactions with a related party:

Six months ended 30 June
BEANA=THLAEA

2019 2018
—B—-hE —T—)N\F
RMB’000 RMB’000
AR¥TT ARETT
(Unaudited) (Unaudited)
(REEEZ) (REEERZ)
Interest expenses paid to Shenzhen Forsafe  [EFEVITIEZZ 2 ZGER A A
System Technology Co., Ltd. (“Shenzhen (MR Z ) (—RAFREIER A 2
Forsafe”), an entity controlled by an 505N w201 i = - D b P N B
associate of the ultimate controlling party F 1,365 =
(b)  Balance with related parties (h) BEELz&R

The Group had the following balances with related parties:

AR B BB Ty AEERIN T

At 30 June At 31 December
2019 2018
R-ZB—h%E R=T—N\F
AA=t+H +=ZA=+—H
RMB’000 RMB’000
ARETT ARETT
(Unaudited) (Audited)
(REBEZX) (5= %)
Included in deposit paid, prepayments and s+ ABfTIES « BRZER
other receivables: H A EMGRIE -
— Amounts due from related parties that — JE U R A AR R 1l 2
are controlled by ultimate controlling BaRsE 5 FOR
party 51,112 47,302
— Amounts due from non-controlling — PEU IR R A 2 IR
interests 14,986 15,382
Included in accruals, deposits received and s+ AJESTER - EUiE R
other payables: HAb R FUE -
— Amount due to a related party that is — R R&EIERTE 2
controlled by ultimate controlling REH: 7 ROE
party 188,470 191,195
— Amounts due to non-controlling — B SR R S F0E
interests 6,740 6,724

Except for a borrowing from Shenzhen Forsafe with carrying
amount of RMB50,000,000, which carries interest at 6.51% per
annum and is repayable within one year of the reporting date,
all other balances are unsecured, interest free and repayable on
demand.

PR BRI B A R #550,000,0007T 5K B IR YIER 22 69
BRI FENE6.51 %1 S A B HE B
—FREEN  AEEMEHROREER &

BRBRFRER -



19.

20.

Notes to the Condensed Consolidated Financial Statements

For the six months ended 30 June 2019 &% —

RELATED PARTY DISCLOSURES (cont'd)
()  Key management personnel compensation

The remuneration of directors who are the Group’s key
management personnel during the current interim period
amounting to RMB4,343,000 (six months ended 30 June 2018:
RMB?7,739,000).

FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS

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

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

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

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

o Level 2 fair value measurements are those derived from inputs

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

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

19.

20.

LEE SR B ES:

T j‘LﬁE/\H —1—5&/\ .H

BREE SRR ()
(©) EEEEABHMH

AEBTEER AR (NES)NAH BN
Htm AR #4,343,0007T (B E ZT— \F X
H=1+R1EREA : AR¥7,739,0007T) °

ERTANAAEEE

AR REABARENTETS B REERS
BEED R BEOEH -

REEHEEUAABEMAENAEEEREER
TREENANEER

AEERHECHEERSBABNSRERRIEZR
AEEAE  TRREEEHUNWUETLZSEREE
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Notes to the Condensed Consolidated Financial Statements

R BRAR S R SRR M =

For the six months ended 30 June 2019 #Z T —AFXA=1THIL/NEA

20. FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS (Cont'd)

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

20. ESRTAEMNAREBETE®R)

BREENEENUAABEMAENEARESRHEER
SRMEBENAREEE)

Fair value as at
RATHENAAEE
Financial assets/ SREE/ 30 June 31 December Fairvalue  Valuation technique(s) Significant
financial liabilities SREE 2019 2018 hierarchy ~ and key input(s) unobservable input(s)
“B-hE —E-)N\E
AAZTR TZA=+-B AREEER  EEREREIEZEAZE FETTHRRGARE
RMB'000 RMB'000
ARET T ARETT
Derivative component of RREFTETAD S 246,559 198,105 Level3  Binomial option pricing model Volatility of the share
convertible bonds E=H The fair value is estimated based on the price determined
risk free interest rate, discount rate, by reference to the
share price, volatility of the share historical share price
price of the Company, dividend yield of the Company
and exercise price. (Note).
“EABEEERS BR2EZANAELRE
RABENEERRNE  BRE K BETNRERR
B ARRRERE - REERS (ts3) -
BRI
Equity instrument at fair BAABEFAZMZE 519,765 490816 Levell  Quoted bid price in an active market. N/A
value through other BZRATE - WNERTBEZEANERE- Taf
comprehensive income
Financial assets at fair value BOABEABR = 10,559 Level 1 Quoted bid price in an active market. N/A
through profit or loss LEREE - WNEBMHELEAERE - TiER
Debt instrument at fair BAABEGAZGZE 5,000 20,000 Level 1 Quoted bid price in an active market. N/A
value through other Wa v EBIE - WNEBTHEZEANERE- il
comprehensive income
Note: The higher the volatility of the share price of the Company, the higher the fisE : RARREREDRS  AIRREFITETIATHH

fair value of the derivative component of convertible bonds, and vice versa.
For the volatility of the share price of the Company used in the fair value
measurement for derivative component of convertible bonds, please refer to
note 15(b).

AR BEAADS  RZTA - BETBRERESITE
TERH DA BESMRAORRBRERE -

FH2HMELS(0b) °




Notes to the Condensed Consolidated Financial Statements

R BRAR S B SRR M =

For the six months ended 30 June 2019 #Z —F—hF/XA=1HI/~EA

20. FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS (Cont'd)

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

A sensitivity analysis of significant impact on the fair value of other
financial assets is not presented as the management considers the

impact is insignificant.

There is no transfer between different levels of the fair value hierarchy for
the periods ended.

Reconciliation of Level 3 fair value measurements

20.

ERTANAABETE®)

BREMNEENUAABEAENAREESREER
SREBENAAEEE)

HRERERRVETEXR  RUR2IIHEMLE
BEEARBEELEEATENBRESN -

=113

%FEHEA - AR EESFREREARES

e

S
o B

FE=RA% BEEOER

Derivative component
of convertible bonds

AI#MARE S

PTETEZD

RMB’000

AREFIT

As at 1 January 2018 RZZE—N\F—H—H 111,078
Embedded derivatives at the date of RAJ AR ES T BBRARTETR

issue of convertible bonds 255,307

Conversion of convertible bond of 2018 H|=T— \Frl iR ESH (11,107)

Fair value gain recognised in profit or loss RERERNA R EBERE (172,192)

Exchange difference b 5 =% 15,019

As at 31 December 2018 RZZE—NF+=A=+—H 198,105

Fair value loss recognised in profit or loss RIBRERN AR EEEIE 47,160

Exchange difference b i =58 1,294

As at 30 June 2019 RZZE—NFARA=1H 246,559

The net fair value loss for the period included a loss of RMB47,160,000
relating to derivative component of convertible bonds that are measured
at fair value at the end of each reporting period (30 June 2018: a gain of
RMB38,443,000). Such fair value loss is included in fair value changes
on derivative component of convertible bonds.

APRAAEBEFBEBRENERERRARA
EBEAEVARESTETASD AENBEAR
#47,160,0007c(ZE—NFRA=TH : Kam AR
#38,443,0007T) ° AR BEBEF AR REES
TETIAROH DA EEED -
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Notes to the Condensed Consolidated Financial Statements

HEE RS

For the six months ended 30 June 2019 &=

20.

21.

B 5 R R B

“E-NFRA=THINER

FAIR VALUE MEASUREMENT OF FINANCIAL
INSTRUMENTS (Cont'd)

Fair value of financial assets and financial liabilities that are not
measured at fair value on a recurring basis

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

The fair value of the senior notes at 30 June 2019 is RMB2,706,432,000
(31 December 2018: RMB2,552,122,000) with reference to the quoted
market price of the senior notes on the Singapore Exchange Securities
Trading Limited at the end of the reporting period (the last trading day
prior to 30 June 2019).

The fair value of the bond as at 30 June 2019 is RMB2,594,020,000
(31 December 2018: RMB2,579,720,000) with reference to the quoted
market price of the bond on the Shenzhen Stock Exchange at the end of
the reporting period (the last trading day prior to 30 June 2019).

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

Fair value measurements and valuation processes

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

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

ACQUISITION OF ASSETS AND LIABILITIES THROUGH
ACQUISITION OF A SUBSIDIARY

As detailed in the announcement issued by the Company dated 21
May 2019, Shenzhen LVGEM Real Estate Development Co., Ltd (“the
Purchaser”), an indirect wholly-owned subsidiary of the Company as the
purchaser entered into the Equity Transfer Agreement on 21 May 2019,
with Dongguan Lusheng Enterprise Investment Co., Ltd. (“the Vendor”),
a company established in the PRC with limited liability which is ultimately
wholly-owned by the family members of Mr. Wong as the seller pursuant
to which the Purchaser agreed to purchase, and the Vendor agreed to
sell, 100% equity interest in Dongguan LVGEM Real Estate Development
Co., Ltd (“the Target Company”) at a total consideration of RMB8 million
in accordance with the terms and conditions of the Equity Transfer
Agreement.

74 LVGEM (CHINA) REA| ESTATE INVESTMENT COMPANY LIMITED
Interlm Repowaq g ¥ RN E o | j ity l

b i e S
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21.

TRIAENQAABETE®R)

WHRERE
BEENL

HEEUQNABEAENESHEERSE
REE

BREERBERESI  RRATDEERR  EEHAR
éﬁﬂ%i&i’%WT&?%&%EJZZU\EEZ%EE%?E&E%Z
FREEEEAAEEES

BEZBNR _Z-NAFRA=ZTHENAABERA
R#2,706,432,000t( ZE—N\F+=—A=+—H:
AR#2,552,122,0007C) TRV BERAR(R =T —
NERA=ZTHAZRER S B)MINEESFLZ 5P
BRABEEREBENTSRE -

BHER-_ZE-NAFAA=ZTHHNAABER/ARYE
2,594,020,000t(ZE—N\F+ZA=+—H: A
R #2,579,720,0007C ) THER I E AR (R =ZF— N
FARA=ZTBEAZ&EZERSA)RINBHRHMES
M5 MRE

FHETMEELERBEN AR BEDNREENR
BRENESMH—RAREBRAEE - HP &k
EENRABBRRRZZHFEERBARIRE -

NABEFERGEBRE

ERFRREEXRBENAABEE  AREEA
SHHRERNERMZABREE - WL EE L%
AR AEEEREE =R ERMEMETH
B -FAEEERERSERIINSEHEMERSE
FELARRSLIE B 2 fh (B Rl R AR Y 2 ) A B

BEREEMABAAEEMFANGEERN LS
ABIBER R EXRE

ZRWEHNBLARAKBEEERES

BOARATNR —_E—hFERA=-+— Eﬂﬁzﬂi
et RZZE—hAERA-+—8  FIlmss
EBHERZEER A (AR TZ%Eiﬁwgﬂﬂ
ERER [BFEREMEREEREERAR]
(—ERPEKZZERRAT  AEEEZREKE
EM BWE 1ERER  [BH )T RESEER
B BEAREIRBREEZRE 2GR RE

#Fﬁ%,aﬁﬁaHH HEREMAREHEREER
AR BRERAA ) Z100%# - #RERARSE
8,000,0007T °



Notes to the Condensed Consolidated Financial Statements

R BRAR S B SRR M =

For the six months ended 30 June 2019 #Z —F—hF/XA=1HI/~EA

21. ACQUISITION OF ASSETS AND LIABILITIES THROUGH 21. EBWEBHEARWBEEREE#E)
ACQUISITION OF A SUBSIDIARY (Cont'd)

The Target Company is principally engaged in the development of a BEAREEREABMNFBRERE REMEN
commercial properties project located in Zhangmutou Town, Dongguan SHIECEEMEERE - ZWESHEEESUIEEE
City, Guangdong Province, the PRC. The acquisition is regarded as FaE - WESER-_T—NFRA=+—HEX -
acquisition of assets and liabilities. The acquisition was completed on 31
May 2019.
Assets and liabilities recognised at the date of acquisition: RIS AR EERAE :
RMB’000
ARBTFT
Assets BE
Bank balances and cash RITEHR LIRS 306,970
Deposits paid, prepayments and other receivables BEfize - FBfRIE R E A EYRIE 2,481
Properties under development for sale BREPEFEME 48,907
Investment properties under development BRPREYE 291,024
Other current assets HibReh&EE 847
Property, plant and equipment W - BB k& 146
650,375
Liabilities =i
Accounts payable FERTBRER 490
Accruals, deposits received and other payables FEETEA - BUYUR S M HMERN IR 494,885
Borrowings (=35 147,000
642,375
Net asset value EEFE 8,000
Total consideration: HBRIE -
RMB’000
ARETT
Cash consideration paid BERERE 8,000
Note: The consideration payable was fully settled during the period ended 30 Mizk: ERREREBEZE=T-—NFANA=+HILBHHEZH
June 2019. #E o
Net cash inflows arising on acquisition: BT AR 2 A FRE -
RMB’000
ARETT
Consideration paid in cash BEffBEESRE (8,000)
Less: cash and cash equivalent balances acquired B BRI e MR SEWES 306,970

298,970




Notes to the Condensed Consolidated Financial Statements

LEE SR E B T ES:

For the six months ended 30 June 2019 #Z T —AFXA=1THIL/NEA
22. HEMBLT

RAREEHRE  AEETVEEHE WEEH
REBRZBEXEERABA(TEEFZ] ZAF
HE—RBEIBEREETFEME L L AR
27,496,0007T ) Z100% M HEF —BIBILE =77 - H
EEHEN T NF-_A=-+—HZ=K -

22. DISPOSAL OF A SUBSIDAIRY

During the current interim period, the Group entered into a sale
agreement to dispose of its 100% equity interest in Yiyang Zhonghe
Real Estate Co., Ltd (“Yiyang Zhonghe”), a company which owned a
piece of land classified as properties under development for sale of
RMB27,496,000, to an independent third party. The disposal was

completed on 21 February 2019.

Assets and liabilities recognised at the date of disposal:

RERMERCEEREIE

RMB’000
ARETT
Assets BE
Bank balances and cash RITERRIAS 1,343
Deposits paid, prepayments and other receivables BfRE - B HRIERE A ERIE 319
Properties under development for sale ERPFEME 42513
Property, plant and equipment W - BE KK 14
44,189
Liabilities 8f&
Accruals, deposits received and other payables EETEA - Bluze REMERRIE 51,090
Net liabilities value S8&FE 6,901
The net liabilities of Yiyang Zhonghe at the date of disposal was as mEPZREERRz B EFHEAT ¢
follows:
RMB’000
ARET T
Net liabilities disposed of BEHEaEFHE (6,901)
Gain on disposal H &z Uz 33,300
Total consideration BIR(E 26,399
Satisfied by: ENIESESEo
Cash Re 26,399
Net cash inflows arising on disposal: [ E BB HE L A FRE
RMB’000
ARET T
Total cash consideration received BYERERERTE 26,399
Less: cash and cash equivalent balances disposed B BHERS RESSEYES (1,343)

25,056
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