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for the six months ended 30th June, 2018

#WEE—/FEAA =+ HIEAREA

The board of directors (“Board”) of Allied Properties (H.K.)
Limited (“Company”) is pleased to announce that the unaudited
consolidated results of the Company and its subsidiaries
(“Group”) for the six months ended 30th June, 2018 with the
comparative figures for the corresponding period in 2017 are as
follows:

B o () AIRAF ([ ALF ) 2 EHE
(THEHE ) RREAM o AT KL E A 7
(AL E ) #E —F— /AR H =1 H koS
H 2 RBEHFRAR G HEBUER —F —LFERMZ
i ve S

Six months ended 30th June,
BEAA=THLAEA

2018 2017
Unaudited Unaudited
—E-N\F e S o
RISER N o
Notes HK$ Million HK$ Million
B 5 BHEBT HEHIT
Revenue A 4
Interest income FLE WA 2,036.3 1,724.6
Other revenue HAb g A 332.8 335.3
2,369.1 2,059.9
Other income HAthe A 142.8 32.1
Total income A 2,511.9 2,092.0
Cost of sales and other direct costs SR AN B LA B AR (215.6) (183.8)
Brokerage and commission expenses %8 40# M {4 % il (25.3) (22.1)
Selling and marketing expenses S R T 5 A R 2 (67.9) (48.0)
Administrative expenses 1THE (726.1) (659.7)
Changes in values of properties WEE (R E) 5 646.2 453.3
Net gain on financial assets and 7 18 i MRA% 20 T (R B B
liabilities at fair value through Z A R
profit or loss AR 5 636.7 632.9
Net exchange loss BEE 50, 5 18 13 4 (38.5) (38.9)
Net impairment losses on SMTHZ
financial instruments WAE R 6 (443.0) -
Bad and doubtful debts SRR 6 - (197.7)
Other operating expenses Hh #8228 (57.7) (173.7)
Finance costs Tl AR 7 (214.1) (170.7)
Share of results of associates JREA Bk 25 0 W) S 4 391.5 894.5
Share of results of joint ventures JEAL B8N W 264 278.3 468.7
Profit before taxation Rk i Vi ) 8 2,676.4 3,046.8
Taxation FiTE 9 (124.7) (137.1)
Profit for the period A 1 i ) 2,551.7 2,909.7
Attributable to: JEAG T
Owners of the Company AN AR 1,885.2 2,359.6
Non-controlling interests 45 P hE A 666.5 550.1
2,551.7 2,909.7
HK cents HK cents
B4l Al
Earnings per share BREF 10
Basic FAR 27.67 34.64
Diluted i 27.67 34.64

ALLIED PROPERTIES (H.K.) LIMITED
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Condensed Consolidated Statement of Profit
or Loss and Other Comprehensive Income

for the six months ended 30th June, 2018

(GLLE Sy

Hac M
At 21T AR 3R

#WEE—/FEAA =1 HIEAMEA

Six months ended 30th June,
BZEARA=THLREAR

2018 2017
Unaudited Unaudited
—E-N\F R4
REEZ KA
HK$ Million HK$ Million
BEBTT A EHETT
Profit for the period A3 ] v ) 2,551.7 2,909.7
Other comprehensive (expenses) income: — HAh 2T (2 ) Y35
Items that will not be reclassified to VN vy Ed
profit or loss: Ha iR HHA -
Investments in equity instruments 375 388 LAl 4 T W 12 0T
at fair value through other TEE R B M 7 T
comprehensive income £
— Net fair value changes during the — A A TEE
period S TR AR (37.7) -
Share of other comprehensive JREAL B 2 )
(expenses) income of associates Hoh 21 (2 ) Ik is (132.5) 173.7
Share of other comprehensive income JREAG & F]
of joint ventures HoAth A T U £ 1.7 -
(168.5) 173.7
Items that may be reclassified HA [ FEE R E
subsequently to profit or loss: ARl IHA -
Available-for-sale financial assets AT
— Net fair value changes during the — AR B
period 54T R AR - 0.8
Exchange differences arising on e ER IR
translation of foreign operations 7 7 AE 22 e 5, 22 4 (112.4) 192.3
Reclassification adjustment to profit or A B — [ B N W IRE
loss on disposal of an associate R R R A AR (7.6) -
Share of other comprehensive expenses JREA B 2
of associates HoAth i 2 T (50.8) (13.6)
Share of other comprehensive JEAG & A
(expenses) income of joint ventures Hoth 21 () I s 6.7) 2.1
(177.5) 181.6
Other comprehensive (expenses) income A HH [ HAth 2o (2 ) Ui s
for the period, net of tax B AnFRALIE (346.0) 355.3
Total comprehensive income for the period 7 ] 4> [ i #ii 48 4 2,205.7 3,265.0
Attributable to: JEAG T
Owners of the Company A ] JR 1,637.0 2,580.8
Non-controlling interests TR B 568.7 684.2
2,205.7 3,265.0

ALLIED PROPERTIES (H.K.) LIMITED
BewE(EB) BRI
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Condensed Consolidated Statement of

Financial Position

at 30th June, 2018

67 B 553 B B 555K DL R

nE— NEARA=1H

At At
30th June, 31st December,
2018 2017
Unaudited Audited
R=ZB-NFE RAEF—LHF
ANA=+HB +ZH=+—H
RSEW RN
Notes HK$ Million HK$ Million
B 5E BEER H &G
Non-current assets FREBEE
Investment properties ESS=L//E 12 10,180.6 9,537.1
Property, plant and equipment Y2t ~ WU S A 1,071.1 1,084.9
Prepaid land lease payments TS HAE 4.2 4.4
Goodwill P 2,498.7 2,498.7
Intangible assets Y & 886.3 887.5
Interests in associates QNI 2 13,270.6 13,288.0
Interests in joint ventures GRS N R 2 Mt 3,469.3 3,163.7
Available-for-sale financial assets AL 13 - 324.0
Financial assets at fair value through  #Z3 HoAth 4> T Ui 45 4% A °F
other comprehensive income B (R P 4 Rl 13 244.9 -
Amounts due from associates =N 299.0 275.2
Loans and advances to consumer —AEAR B ] 2 FANES
finance customers due after one year % F B LK 14 2,478.0 2,322.8
Mortgage loans AR EK 15 1,933.2 1,243.1
Deferred tax assets PEAER T A 714.2 649.6
Financial assets at fair value through  #&#448 £ lEF% /3 THE(E
profit or loss i H 2 A R 13 6,250.2 5,033.7
Trade and other receivables H G e HoAMh G IE 16 398.8 505.8
43,699.1 40,818.5
Current assets RBEE
Other inventories HAbAF & 0.2 0.2
Financial assets at fair value through & 8 %5 BR % A FE(E
profit or loss B 2 4 A 13 5,940.8 6,199.1
Prepaid land lease payments TE S E 0.1 0.1
Loans and advances to consumer —AE N B 2 AL
finance customers due within BEER K
one year K 14 6,568.3 6,840.8
Mortgage loans ELECN= Y 15 1,092.6 877.3
Trade and other receivables B Gy B Ho A RE S IA 16 3,740.8 3,162.6
Amounts due from brokers AR K 480.7 725.9
Amounts due from associates = /NI 181.7 228.1
Amounts due from joint ventures BN FIR IR 2.1 9.1
Tax recoverable AT e ol JE 5.9 5.9
Short-term pledged bank deposits FE ISR T AR
and bank balances SRATEEBR 17 20.0 1.2
Bank deposits AT 17 583.5 787.7
Cash and cash equivalents Bl KBS B Y 17 2,893.4 2,409.7
21,510.1 21,247.7
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at 30th June, 2018

hE— NEARA=1H

At At
30th June, 31st December,
2018 2017
Unaudited Audited
R-ZE-N\F s S
AA=+H +ZA=+—H
RICEW RE
Notes HK$ Million HK$ Million
B EE BEET A EHEIT
Current liabilities REBBEE
Trade and other payables B 5y K HAB e 510 18 286.1 425.5
Financial liabilities for repurchase [\l B o ik 2
agreements LAl 19 1,143.8 1,071.0
Financial liabilities at fair value 75 A8 i HR AR A TE(E
through profit or loss i H 2 < il 13 208.5 161.1
Amount due to a holding company R —[HIHE B Rl RIE 10.9 14.9
Amounts due to associates R g R E 22.3 7.4
Amounts due to joint ventures RAE S A A 40.1 0.1
Tax payable JEAT B 217.8 156.6
Bank and other borrowings —AENE I SRAT R
due within one year HAb &£ 20 4,368.5 2,784.9
Notes payable JREA S48 21 801.1 1,077.0
Provisions B 123.1 70.7
7,222.2 5,769.2
Net current assets REEERE 14,287.9 15,478.5
Total assets less current liabilities BREERRBES 57,987.0 56,297.0
Capital and reserves IRA R fk 5
Share capital Jif&N 22 4,250.6 4,250.6
Reserves it te 31,838.1 30,768.6
Equity attributable to owners of ARARIRER
the Company FEib ez 36,088.7 35,019.2
Shares held for employee ownership 21 8 B0 #EA 511
scheme FEA A (18.2) (7.6)
Employee share-based compensation  PAAR 324 2
reserve g B4 fEAE 6.4 5.1
Share of net assets of subsidiaries JREA B 8 BV 12,667.2 12,277.6
Non-controlling interests R R 12,655.4 12,275.1
Total equity EReE 48,744.1 47,2943
Non-current liabilities ERBEME
Bank and other borrowings due after ~ —4E& 1 > $f47 It
one year At R 20 1,963.0 1,740.4
Notes payable JREA S48 21 6,945.8 6,930.4
Deferred tax liabilities R AERBTH £ f 329.8 328.6
Provisions g 4.3 3.3
9,242.9 9,002.7
57,987.0 56,297.0
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for the six months ended 30th June, 2018 BE E—/4FRNH=ZTHIESEA
Six months ended 30th June,
BEANA=THLEXER
2018 2017
Unaudited Unaudited
—2-NE  E LA
REEX ES &2
HK$ Million HK$ Million
BEBTT A EHETT
Operating activities R —E 7S
Cash from (used in) operations 2“‘%@?%55 BT ) z Bl
— (Increase) decrease in trade and other E 5 T HoAth E Wk
receivables SRIE () Jk > (500.0) 978.8
— Increase in loans and advances to — FA NI % 5 B
consumer finance customers I (1,333.7) (736.9)
— Other operating cash flows — HAth 48 Bl & i 2,108.9 (242.7)
275.2 (0.8)
Interest paid EATFLE (192.0) (149.7)
Taxation paid EL AR (110.4) (95.1)
Net cash used in operating activities REEBAZREFHE (27.2) (245.6)
Investing activities BEE®K
Dividends received from associates SRR A ) 2 R 224.3 257.6
Fixed deposits with banks withdrawn FRIUERAT € WA 3K 179.1 152.5
Proceeds from disposal of long-term financial 5 % i 18 25 MR 15 P (B
assets at fair value through profit or loss iﬁz%%ﬁéﬁﬂ%%@ﬁ%ﬁ 138.5 -
Proceeds from disposal of an associate HE — A 7 2 IS 20A 119.3
Amounts repaid by associates %ﬁ%é}ﬁjt 70.4 45.0
Proceeds from disposal of a joint venture hE—HE é&/\jz}iﬁﬁfk 37.5 -
Amounts repaid by joint ventures BB TR 7.0 6.8
Proceeds from disposal of property, HEWE - ME KA
plant and equipment EEE/eL 0.3 0.3
Purchase of long-term financial assets at fair [ A #8484 HRAE AT E (E &
value through profit or loss W2 R (781.2) -
Amounts advanced to associates BT Wi A A (188.8) (46.0)
Capital injection to a joint venture ] —[H & A TIEE (74.7) -
Purchase of property, plant and equipment B A#IZE -~ k5 Mot (32.7) (36.4)
Acquisition of interests in associates WS g 2 m) 2 AR 9.0) (9.9
Additions to investment properties W EBCEY (0.3) (206.0)
Proceeds from disposal of long-term e By E 45 R
financial assets designated as at fair YN PEE R 2 =
value through profit or loss A5 BT 7 A RO - 27.7
Purchase of long-term financial assets WA E 2 85 1 18t IR
designated as at fair value through NTAEE R FIN
profit or loss SRS A - (529.2)
Capital injection to associates gk N FE - (128.0)
Net cash used in investing activities REXKFTAZREEE (310.3) (465.6)

ALLIED PROPERTIES (H.K.) LIMITED
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for the six months ended 30th June, 2018
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BE_F—/FEARH =1 HIEAEA

Six months ended 30th June,
BZEARA=THLREAR

2018 2017
Unaudited Unaudited
—E-N\F e S D
REEX KA
HK$ Million HK$ Million
BEBTT A EHETT
Financing activities &K
New bank and other borrowings raised BRI AT A5 2,605.8 1,477.0
Proceeds from issue of notes BEAT LR T A5 EOE 245.1 -
Amount advanced by a joint venture LR - VAIE- TN 40.0 -
Amounts advanced by associates Wk /N A EAaR 0.1 -
Repayment of bank and other borrowings EARERAT B HA A (768.1) (2,356.1)
Repayment of notes e T (576.4) -
Dividends paid to equity shareholders AR i e TR S5 (545.0) (545.0)
Dividends by subsidiaries to W JEg 2 ] o) A28 JRORE 4
non-controlling interests RIS IR (128.7) (342.3)
Purchase of shares for employee —HHE A R 2 1R &
ownership scheme of a subsidiary JBC A A R A (15.1) (4.8)
Disposal of notes held by subsidiaries HE 8 A A 25 - 300.4
Amounts paid for shares repurchased and — FH B8 2 ) B ] e
cancelled by a subsidiary AEEH Ay 2 B A ARIE - (99.3)
Repayment of capital contributions BRI e 2 2
by non-controlling interests & - (73.5)
Repurchase of notes [m] B 4 - (60.5)
Net cash from (used in) MEXBREE(FTA)Z
financing activities HEBEE 857.7 (1,704.1)
Net increase (decrease) in cash and RERREEEY
cash equivalents EINCED ) BEE 520.2 (2,415.3)
Effect of foreign exchange rate changes ExgmH o8 (36.5) 74.0
Cash and cash equivalents at REBAZRER
the beginning of the period ReZEY 2,409.7 5,831.9
Cash and cash equivalents at REBRZRER
the end of the period REZEEY 2,893.4 3,490.6
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for the six months ended 30th June, 2018

BEF—/FEARH =1 HIEAEA

1.

DISCLOSURE IN ACCORDANCE WITH SECTION 436
OF THE HONG KONG COMPANIES ORDINANCE

The financial information relating to the financial
year ended 31st December, 2017 included in these
unaudited condensed consolidated financial statements
as comparative information does not constitute the
Company’s statutory annual financial statements for
that financial year but is derived from those financial
statements. Further information relating to these statutory
financial statements disclosed in accordance with section
436 of the Hong Kong Companies Ordinance is as follows:

The Company has delivered the financial statements for
the year ended 31st December, 2017 to the Registrar of
Companies in accordance with section 662(3) of, and Part
3 of Schedule 6 to, the Hong Kong Companies Ordinance.
The Company’s auditor has reported on those financial
statements for 2017. The auditor’s report was unqualified;
did not include a reference to any matters to which
the auditor drew attention by way of emphasis without
qualifying its report; and did not contain a statement under
sections 406(2), 407(2) or (3) of the Hong Kong Companies
Ordinance.

BASIS OF PREPARATION

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

Except as described in note 3, the accounting policies
applied are consistent with those of the annual financial
statements for the year ended 31st December, 2017, as
described in those annual financial statements.
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for the six months ended 30th June, 2018

BE_F—/FEARH =1 HIEAEA

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The unaudited condensed consolidated financial
statements have been prepared on the historical cost basis
except for certain properties and financial instruments,
which are measured at fair value.

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
unaudited condensed consolidated financial statements
for the six months ended 30th June, 2018 are the same as
those followed in the preparation of the Group’s annual
financial statements for the year ended 31st December,
2017.

Application of new and amendments to HKFRSs

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

Financial Instruments

Revenue from Contracts with
Customers and the related
Amendments

Foreign Currency Transactions
and Advance Consideration

Classification and Measurement of

HKFRS 9
HKFRS 15

HK(IFRIC)-Int 22

Amendments to

HKFRS 2 Share-based Payment Transactions
Amendments to Applying HKFRS 9 Financial
HKFRS 4 Instruments with HKFRS 4

Insurance Contracts

Amendments to
HKAS 28

As part of the Annual Improvements
to HKFRSs 2014-2016 Cycle

Amendments to
HKAS 40

Transfers of Investment Property

In addition, the Group has applied Amendments to HKFRS
9 Prepayment Features with Negative Compensation in
advance of the effective date, i.e. 1st January, 2019.

The new and amendments to HKFRSs have been applied
in accordance with the relevant transition provisions in
the respective standards and amendments which results in
changes in accounting policies, amounts reported and/or
disclosures as described below.
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for the six months ended 30th June, 2018 BEZ— ) FANA =R A

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 3, T EE:HHEHME(HE)
(CONT'D)

3.1 Impacts and changes in accounting policies of

application on HKFRS 9 Financial Instruments

In the current period, the Group has applied HKFRS
9 Financial Instruments and the related consequential
amendments to other HKFRSs. HKFRS 9 introduces
new requirements for 1) the classification and
measurement of financial assets and financial
liabilities, 2) expected credit losses (“ECL”) for
financial assets, loan commitments and financial
guarantee contracts and 3) general hedge accounting.

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

Accordingly, certain comparative information may
not be comparable as comparative information was
prepared under HKAS 39 Financial Instruments:
Recognition and Measurement.
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for the six months ended 30th June, 2018

BE_F—/FEARH =1 HIEAEA

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONT’'D)

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

(Cont’d)

3.1.1 Key changes in accounting policies resulting
from application of HKFRS 9

Classification and measurement of financial assets

All recognised financial assets that are within the
scope of HKFRS 9 are subsequently measured at
amortised cost or fair value, including unquoted
equity investments measured at cost less
impairment under HKAS 39.

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

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

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

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

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

e the contractual terms of the financial asset
give rise on specified dates to cash flows that
are solely payments of principal and interest
on the principal amount outstanding.
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for the six months ended 30th June, 2018 BEZ— ) FANA =R A

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 3, T EE:HHEHE(H)
(CONT'D)

3.1 Impacts and changes in accounting policies of
application on HKFRS 9 Financial Instruments
(Cont’d)

31 RABEBMBRELENFORI EMT
A28 RN EREDH (H)

3.1.1 Key changes in accounting policies resulting

311 RABE BB IHEER F9E

from application of HKFRS 9 (Cont’d)

Classification and measurement of financial assets
(Cont’d)

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

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

Equity instruments designated as at FVTOCI

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

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

Dividends on these investments in equity
instruments are recognised in profit or loss when
the Group’s right to receive the dividends is
established in accordance with HKFRS 9, unless
the dividends clearly represent a recovery of
part of the cost of the investment. Dividends are
included in the “other revenue” line item in the
statement of profit or loss.
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for the six months ended 30th June, 2018

BE_F—/FEARH =1 HIEAEA

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONT’'D)

3.1 Impacts and changes in accounting policies of
application on HKFRS 9 Financial Instruments
(Cont’d)

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

Classification and measurement of financial assets
(Cont’d)

Financial assets at FVTPL

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

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

The management of the Company reviewed
and assessed the Group’s financial assets as
at 1st January, 2018 based on the facts and
circumstances that existed at that date. Changes
in classification and measurement on the
Group’s financial assets and the impacts thereof
are detailed in note 3.1.2.

Impairment under ECL model

The Group recognises a loss allowance for
ECL on financial assets which are subject to
impairment under HKFRS 9 (including trade
and other receivables, short-term pledged bank
deposits and bank balances, bank deposits, cash
and cash equivalents, loans and advances to
consumer finance customers, mortgage loans,
amounts due from brokers and amounts due from
related parties), loan commitments and financial
guarantee contracts. The amount of ECL is
updated at each reporting date to reflect changes
in credit risk since initial recognition.
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for the six months ended 30th June, 2018 BEZ— ) FANA =R A

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 3, T EE:HHEHE(HE)
(CONT'D)

3.1 Impacts and changes in accounting policies of
application on HKFRS 9 Financial Instruments
(Cont’d)

31 RATEAMBREENFR EMT
BIZEBRNEER2S (H)

3.1.1 Key changes in accounting policies resulting

311 RAE BRI BHEEREIHE

from application of HKFRS 9 (Cont’d)

Classification and measurement of financial assets
(Cont’d)

Impairment under ECL model (Cont’d)

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

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

Significant increase in credit risk

In assessing whether the credit risk has increased
significantly since initial recognition, the Group
compares the risk of a default occurring on the
financial instrument as at the reporting date with
the risk of a default occurring on the financial
instrument as at the date of initial recognition.
In making this assessment, the Group considers
both quantitative and qualitative information
that is reasonable and supportable, including
historical experience and forward-looking
information that is available without undue cost
or effort.
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for the six months ended 30th June, 2018

BE_F—/FEARH =1 HIEAEA

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONT’'D)

3.1 Impacts and changes in accounting policies of
application on HKFRS 9 Financial Instruments
(Cont’d)

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

Classification and measurement of financial assets
(Cont’d)

Significant increase in credit risk (Cont’d)

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

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

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

e existing or forecast adverse changes in
(1) regulatory, economic or technological
environments; (2) business or financial
conditions that are expected to cause a
significant decrease in the debtor’s ability to
meet its debt obligations;

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

e financial re-organisation/restructuring
entered by the debtor.

[rrespective of the outcome of the above
assessment, the Group presumes that the credit
risk has increased significantly since initial
recognition when contractual payments are
more than 30 days past due, unless the Group
has reasonable and supportable information that
demonstrates otherwise.
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for the six months ended 30th June, 2018 BEZ— ) FANA =R A

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 3, T EE:HHEHE(H)
(CONT'D)

3.1 Impacts and changes in accounting policies of
application on HKFRS 9 Financial Instruments
(Cont’d)

3.1 RABAMBHREERFREMT
BIZ2EBRNEER2S (H)

3.1.1 Key changes in accounting policies resulting

311 RAE B E#HEEREIHE

from application of HKFRS 9 (Cont’d)

Classification and measurement of financial assets
(Cont'd)

Significant increase in credit risk (Cont’d)

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

For loan commitments and financial guarantee
contracts, the date that the Group becomes
a party to the irrevocable commitment is
considered to be the date of initial recognition
for the purposes of assessing the financial
instrument for impairment. In assessing whether
there has been a significant increase in the
credit risk since initial recognition of a loan
commitment, the Group considers changes in the
risk of a default occurring on the loan to which a
loan commitment relates; for financial guarantee
contracts, the Group considers the changes in
the risk that the specified debtor will default on
the contract.

The Group considers that default has occurred
when the instrument is more than 90 days
past due unless the Group has reasonable
and supportable information to demonstrate
that a longer lagging default criterion is more
appropriate. In particular, the following
qualitative indicators are taken into account in
determining the risk of a default occurring:

e probable bankruptcy entered by the
borrowers;

e death of the debtor; and

e there is no longer an active market of the
repossessed properties.
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for the six months ended 30th June, 2018

BE_F—/FEARH =1 HIEAEA

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONT’'D)

3.1 Impacts and changes in accounting policies of
application on HKFRS 9 Financial Instruments
(Cont’d)

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

Classification and measurement of financial assets
(Cont’d)

Measurement and recognition of ECL

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

Generally, the ECL is estimated as the difference
between all contractual cash flows that are due
to the Group in accordance with the contract
and all the cash flows that the Group expects to
receive, discounted at the effective interest rate
determined at initial recognition.

For a financial guarantee contract, the Group
is required to make payments only in the event
of a default by the debtor in accordance with
the terms of the instrument that is guaranteed.
Accordingly, the expected losses is the present
value of the expected payments to reimburse
the holder for a credit loss that it incurs less any
amounts that the Group expects to receive from
the holder, the debtor or any other party.

For undrawn loan commitments, the ECL is the
present value of the difference between the
contractual cash flows that are due to the Group
if the holder of the loan commitments draws
down the loan, and the cash flows that the Group
expects to receive if the loan is drawn down.

For ECL on financial guarantee contracts or on
loan commitments for which the effective interest
rate cannot be determined, the Group will apply
a discount rate that reflects the current market
assessment of the time value of money and the
risks that are specific to the cash flows but only
if, and to the extent that, the risks are taken into
account by adjusting the discount rate instead of
adjusting the cash shortfalls being discounted.
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for the six months ended 30th June, 2018 BEZ— ) FANA =R A

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 3, T EE:HHEHE(H)
(CONT'D)

3.1 Impacts and changes in accounting policies of
application on HKFRS 9 Financial Instruments
(Cont’d)

31 RATEAMBREENFR EMT
BIZEBRNEER2S (H)

3.1.1 Key changes in accounting policies resulting

311 RAE BRI BHEEREIHE

from application of HKFRS 9 (Cont’d)

Classification and measurement of financial assets
(Cont’d)

Measurement and recognition of ECL (Cont’d)

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

Except for loan commitments and financial
guarantee contracts, the Group recognises an
impairment gain or loss in profit or loss for all
financial instruments by adjusting their carrying
amounts, with the exception of trade and other
receivables, loans and advances to consumer
finance customers and mortgage loans where
the corresponding adjustment is recognised
through a loss allowance account. For loan
commitments and financial guarantee contracts,
the loss allowances are recognised as provisions
at the higher of the amount of the loss allowance
determined in accordance with HKFRS 9; and
the amount initially recognised less, where
appropriate, cumulative amount of income
recognised on financial guarantee contracts over
the guarantee period.

As at Tst January, 2018, the management of the
Company reviewed and assessed the Group’s
existing financial assets, loan commitments and
financial guarantee contracts for impairment
using reasonable and supportable information
that is available without undue cost or effort in
accordance with the requirements of HKFRS 9.
The results of the assessment and the impact
thereof are detailed in note 3.1.2.
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for the six months ended 30th June, 2018

BE_F—/FEARH =1 HIEAEA

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONT’'D)

3.1 Impacts and changes in accounting policies of
application on HKFRS 9 Financial Instruments
(Cont’d)

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

Classification and measurement of financial assets
(Cont’d)

Write-off

The Group directly writes off the gross carrying
amount of a financial asset when the entity
has no reasonable expectations of recovering a
financial asset in its entirety or a portion thereof.
A write-off constitutes a derecognition event.
Financial assets written off that are recovered in
full or in part will result in an impairment gain
and is included in “Net impairment losses on
financial instruments” in note 6.

For the period ended 30th June, 2018, the
measurement of the expected credit loss under
HKFRS 9 is included in “Net impairment losses
on financial instruments” as presented in note
6. Prior period amount determined adopting
the incurred loss model under HKAS 39 is not
restated and presented as “Bad and doubtful
debts” in note 6.

Classification and measurement of financial
liabilities

For non-substantial modifications of financial
liabilities that do not result in derecognition,
the carrying amount of the relevant financial
liabilities is calculated at the present value of the
modified contractual cash flows discounted at
the financial liabilities” original effective interest
rate. Transaction costs or fees incurred are
adjusted to the carrying amount of the modified
financial liabilities and are amortised over the
remaining term. Any adjustment to the carrying
amount of the financial liability is recognised in
profit or loss at the date of modification.
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for the six months ended 30th June, 2018

BE_F—/FEARH =1 HIEAEA

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONT’'D)

3.1 Impacts and changes in accounting policies of
application on HKFRS 9 Financial Instruments
(Cont’d)

3.1.2 Summary of effects arising from initial
application of HKFRS 9 (Cont’d)

(@) Available-for-sale (“AFS”) financial assets

From AFS financial assets to financial assets
at FVTOC/

The Group elected to present in OCI for the
fair value changes of its equity investments
previously classified as AFS financial
assets, of which HK$21.6 million related
to unquoted equity investments previously
measured at cost less impairment under
HKAS 39. These investments are not held
for trading and not expected to be sold in
the foreseeable future. At the date of initial
application of HKFRS 9, HK$282.6 million
were reclassified from AFS financial assets
to financial assets at FVTOCI, of which
HK$21.6 million related to unquoted
equity investments previously measured
at cost less impairment under HKAS 39.
In addition, impairment losses previously
recognised of HK$121.6 million attributable
to owners of the Company were transferred
from accumulated profits to investment
revaluation reserve as at 1st January, 2018.

From AFS financial assets to financial assets
at FVTPL

At the date of initial application of HKFRS 9,
the Group’s equity investments of HK$41.4
million were reclassified from AFS financial
assets to financial assets at FVTPL. The fair
value gain of HK$16.4 million attributable
to owners of the Company as at 1st January,
2018 was transferred from investment
revaluation reserve to accumulated profits.
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for the six months ended 30th June, 2018

BEF—/FEARH =1 HIEAEA

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(CONT’'D)

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

(Cont’d)

3.1.2 Summary of effects arising from initial
application of HKFRS 9 (Cont’d)

(b)

Financial assets at FVTPL and/or designated
at FVTPL

At the date of initial application, the Group
no longer applied designation as measured
at FVTPL for the convertible notes and
the portfolio of financial assets which is
managed and its performance is evaluated
on a fair value basis, as these financial assets
are required to be measured at FVTPL under
HKFRS 9. As a result, the fair value of these
investments of HK$5,436.3 million were
reclassified from financial assets designated
at FVTPL to financial assets at FVTPL. There
was no impact on the amounts recognised
in relation to other financial assets at FVTPL
from the application of HKFRS 9.

Impairment under ECL model

Loss allowances for other financial assets
at amortised cost comprising mainly of
amounts due from associates, amounts due
from joint ventures, loans and advances
to consumer finance customers, mortgage
loans, trade and other receivables, amounts
due from brokers, short-term pledged
bank deposits and bank balances, bank
deposits and cash and cash equivalents,
are measured on 12m ECL basis and there
had been no significant increase in credit
risk since initial recognition, except for
certain loans and advances to consumer
finance customers, mortgage loans and term
loans which are measured on lifetime ECL
basis as for those credit risk had increased
significantly since initial recognition. For
undrawn loan commitments, an ECL of
HK$27.8 million which is included in
provisions has been recognised.
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for the six months ended 30th June, 2018 BEZE— ) FEANA = 1ENEA

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 3,
(CONT’'D)

3.1 Impacts and changes in accounting policies of
application on HKFRS 9 Financial Instruments
(Cont’d)

3.1.2 Summary of effects arising from initial
application of HKFRS 9 (Cont’d)

(c) Impairment under ECL model (Cont'd)

As at 1st January, 2018, the additional credit
loss allowance of HK$106.6 million and
deferred tax assets of HK$28.2 million have
been recognised against accumulated profits
of HK$25.4 million and non-controlling
interests of HK$53.0 million. The additional
loss allowance is charged against the
respective asset.

All loss allowances for financial assets
including loans and advances to consumer
finance customers, loan commitments,
mortgage loans, term loans and payments
on behalf of customers as at 31st December,
2017 reconcile to the opening loss
allowance as at 1st January, 2018 is as

IR BERBEGR

3.1 RABEBMBHELENFIN SMT
AIZEBRNEER2S (H)

312 BERRAE B BHREEREI
WE LR B ()

(0 FMEHEBEHEHERNIETZ
WAE (1)

AR NE—H—H >
HH A B 1E B 5 106.6
ER RS R R
FE282 H B on O ¥R A
whis F25.4 5 BT M Ik
Ve HEZR 53.0 7 & Hs T i
58 o BH A e 181 A S REAH
JHE Y OB o

<5 L S Y 4 AR Ml 1R A
BN —F—LFE+ZH
=t—HZHRAMBEEF
R B AR A
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follows: IR
Loans and
advances to
consumer
finance Payments
customers Loan  Mortgage on behalf of
HABEEE  commitments loans  Termloans  customers Total
ERRBY  RREE  BEER  FHER  REPMAR h)
HK$ Million ~ HK$ Million ~ HKS Million ~ HKS Million  HKS Million ~ HK$ Million
EE#T EBEEn  EEAR  EERn  AERn  EEEn
At 315t December, S o 2 L o
2017 - HKAS 39 ~ Bk A 05 6633 - 50 86.6 6.6 7615
Amounts remeasured through BRI 2T
opening accumulated profis tEZEH 775 278 02 11 - 106.6
Amounts writen off (Note) B () (1227) - - - 63) (129)
AtTst January, 2018 RZF—-\E—H—H 618.1 278 5 87.7 03 739.1

Note: Amounts written off resulted from the refinement
of the write-off policy on the initial application
of HKFRS 9.
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for the six months ended 30th June, 2018

BEF—/FEARH =1 HIEAEA

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(CONT’'D)

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

(Cont’d)

3.1.2 Summary of effects arising from initial
application of HKFRS 9 (Cont’d)

(d)

Financial liabilities with non-substantial
modification

Under HKAS 39, the Group revised the
effective interest rates for non-substantial
modification with no gain or loss being
recognised in profit or loss. At the date of
initial application, the carrying amounts of
financial liabilities previously modified were
adjusted downward by HK$10.9 million to
reflect the change in accounting policies
as stated in note 3.1.1, with corresponding
adjustments credited to the accumulated
profits and non-controlling interests as at
1st January, 2018 of HK$6.0 million and
HK$4.9 million respectively.

Interests in associates

The Group’s share of adjustment arising
from initial application of HKFRS 9 by
an associate led to a debit to investment
revaluation reserve as at Tst January, 2018
by HK$37.9 million with a corresponding
credit to accumulated profits as at 1st
January, 2018 by HK$37.9 million.

In addition, the net effects arising from
the initial application of HKFRS 9 resulted
in a decrease in the carrying amounts of
interests in associates of HK$5.4 million
with corresponding adjustments debited to
accumulated profits and non-controlling
interests as at 1st January, 2018 by HK$3.1
million and HK$2.3 million respectively.
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Notes to the Condensed Consolidated
Financial Statements (Cont’d)

for the six months ended 30th June, 2018 BEZE— ) FEANA = 1ENEA

FTEETHRMEE)

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 3,
(CONT’D)

3.2 Impacts on opening condensed consolidated
statement of financial position arising from the
application of all new standards

3.2 KA ENHPANFALRS
BRRR 2 ZE

As a result of the changes in the entity’s accounting
policies above, the opening unaudited condensed T KR A% 8] BF 42 B BA RS R I R 485 T UL

consolidated statement of financial position had to be T o FEERAFTEH /e > 5
restated. The following table shows the adjustments % o

P bt B A S EOR 2 S ) - )

recognised for each individual line item.

At 31st At 1st
December, January,
2017 Remeasurement/ 2018
Audited Impairment Restated
R-E—+tE allowancess R-E-NE
+ZA=+-H Redlassification EifitE/ -A-H
RE% BNAE HERE TEJ|
HK$ Million HK$ Million HK$ Million HK$ Million
BBAT BEBT BEAT AEAT
Non-current assets FhBEE
Investment properties fE¥ 9,537.1 - - 9,537.1
Property, plant and equipment VEM T 1,0849 - - 1,0849
Prepaid land lease payments B (E 44 - - 44
Goodwil [k 2,4987 - - 24987
Intangible assets wyaE 887.5 - - 887.5
Interests in associates RSN 2 13,288.0 - (5.4) 13,282.6
Interests in joint ventures REENZ 3,163.7 - - 3,163.7
Available-for-sale financial assets it E Sl E 324.0 (324.0) - -
Financial assets at fair value through BERAMA TG ATEEES .
other comprehensive income SHEE - 282.6 - 282.6
Amounts due from associates LN 2752 - - 275.2
Loans and advances to consumer finance ~ —4EEFIMZ AMBEF B MR
customers due after one year A 2322.8 - 90.0 2,412.8
Mortgage loans THBEN 1243.1 - 15 12446
Deferred tax assets EALRE R 649.6 - 28.2 677.8
Financial assets at fair value through ERERREA FEERREL
profit o loss BHERE 5,033.7 44 - 5,075.1
Trade and other receivables B 5 R R 505.8 - - 505.8
40,818.5 - 114.3 40,932.8
Current assets FEHEE
Other inventories K& 0. - - 0.2
Financial assets at fair value through ERRG R HEERAL
profit o loss SHEE 6,199.1 - - 6,199.1
Prepaid land lease payments TG 0.1 - - 0.1
Loans and advances to consumer finance ~ —4EREI Mz ARBEF fa )
customers due within one year #3n 6,840.8 - (167.5) 6,673.3
Mortgage loans BN 877.3 - (1.7) 875.6
Trade and other receivables B3 R LR 3,162.6 - (1. 3,161.5
Amounts due from brokers e 725.9 - - 725.9
Amounts due from associates L UNSE 228.1 - - 228.1
Amounts due from joint ventures ABNFRE 9.1 - - 9.1
Tax recoverable LEER 5.9 - - 5.9
Short-term pledged bank deposit SBT3 12 - - 1.2
Bank deposits RiTf 787.7 - - 787.7
Cash and cash equivalents e LB &%EY 2,409.7 - - 2,409.7
21,47.7 - (170.3) 21,077.4

ALLIED PROPERTIES (H.K.) LIMITED
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Notes to the Condensed Consolidated
Financial Statements (Cont'd)

for the six months ended 30th June, 2018

i1 BH 2% 5 I s i R B ke (2

BE-

—/NEARA =1 H BRI A

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(CONT’'D)

3.2 Impacts on opening condensed consolidated
statement of financial position arising from the
application of all new standards (Cont’d)

3. FERETBERBE(ER)

3.2 KA ENHPANFALRS Y

BARRT 2 E(E)
At 31st At 1st
December, January,
2017 Remeasurement/ 2018
Audited Impairment Restated
RoBE-+%# dlowances RZB-NE

TZB=1+-B Reclassification BFitg/ -B-H
g&y N AERE 2]
HK$ Million HK$ Million HK$ Million HK$ Million
BEAER BERT BEER BEAER
Current liabilities RBEE
Trade and other payables B 5 BOLRER 08 4255 - - 4255
Financial liabilities for repurchase agreements EFﬁ%%TZ%Eﬂ!E% 1,071.0 - - 1,071.0
Financial liabilities at fair value through ERBEREATREEE,
profit or loss AR 161.1 - - 161.1
Amount due to a holding company R BRI 149 - - 149
Amounts due to associates U - UNTE 7.4 - - 7.4
Amounts due to joint ventures RABNFAHE 0.1 - - 0.1
Tax payable FEfBiR 156.6 - - 156.6
Bank and other borrowings due —EREIZ RITR
within one year Hibfs & 2,784.9 - - 2,784.9
Notes payable fEf g 1,077.0 - - 1,077.0
Provisions i 70.7 - 27.8 98.5
5,769.2 - 27.8 5797.0
Net current assets RBREFE 15,4785 - (198.1) 15,2804
Total assets less current liabilities BEEHRBAR 56,297.0 - (83.8) 56,213.2
Capital and reserves RARGE
Share capital ik 4,250.6 - - 4,250.6
Reserves [t 30,768.6 - (22.5) 30,746.1
Equity attributable to EAARRIELR
owners of the Company ’& 35,019.2 - (22.5) 34,996.7
Shares held for employee ownership scheme /3 B B (5 ot #1547 (7.6) - - (7.6)
Employee share-based compensation reserve A3 2 [ B4 ki 51 - - 51
Share of net assets of subsidiaries TERG M B A R B 12,277.6 - (50.4) 12,2272
Non-controlling interests FERER 12,275.1 - (504) 12,2047
Total equity BifE 47,0943 - (729) 47,0014
Non-current liabilities FRBERE
Bank and other borrowings due after one year —4E{8 S| 7 BT R HAb i 6 17404 - - 1,7404
Notes payable T i 6,930.4 - (109) 6,919.5
Deferred tax liabilities BIEREA R 328.6 - - 328.6
Provisions bt 33 - - 33
9,007 - 109 8991.8
56,297.0 - (83.) 56,213.2

ALLIED PROPERTIES (H.K.) LIMITED
BewE(EHB) BRI
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Notes to the Condensed Consolidated
Financial Statements (Cont’d)

for the six months ended 30th June, 2018
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4. SEGMENTAL INFORMATION 4. HEIER
Analysis of the Group’s revenue and results by reportable IR A [ T R M SR R B4 2 e A M
and operating segments is as follows: BELESITINE
Six months ended 30th June, 2018
B2-Z-\FRA=tHLAEA
Property
rental, hotel
operations
and
management
services
Investment ~ Consumer  YEHE
and finance finance  EEEER Others Total
REREH HARH ERRK Hitr a5
HK$ Million ~ HK$ Million ~ HK$ Million ~ HK$ Million  HK$ Million
BEAR BEEERT BEERT BEART BEATR
Segment revenue A 3369 1,737.7 259.7 44.1 2,378.4
Less: inter-segment revenue Wi A Z A (2.0) - (7.3) - 9.3)
Segment revenue from external customers % FANI% F 2 AT A 3349 1,737.7 2524 44.1 2,369.1
Segment results AR 903.6 609.2 615.6 33 21317
Reversal of impairment loss on BERBE AR Z
interests in associates fgs 2 WA 89.0
Finance costs A RA (214.1)
Share of results of associates i - YNTIE 391.5
Share of results of joint ventures X YNTES 3.1 - 275.2 - 278.3
Profit before taxation Wt i 2,676.4
Taxation B (124.7)
Profit for the period AHARE A 2,551.7

ALLIED PROPERTIES (H.K.) LIMITED
BewE(EB) BRI
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Notes to the Condensed Consolidated
Financial Statements (Cont’d)

for the six months ended 30th June, 2018
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SEGMENTAL INFORMATION (CONT’D) 4. DIEE (E)
Six months ended 30th June, 2017
BE-E—tHEAAZTAEAEA
Property
rental, hotel
operations
and
management
services
Investment Consumer — PJEME
and finance finance MR K Others Total
BEREH iWN S B Hith Rk
HKS Million ~ HK$ Million  HK$ Million  HKS$ Million  HK$ Million
HEBL HHEIBT HEET HEikT HEBL
Segment revenue DA 324.7 1,474.7 229.1 39.6 2,068.1
Less: inter-segment revenue W R Z A (2.5) - (57) - (8.2)
Segment revenue from external customers ¢ A SN F 2 AMEIA 322.2 1,474.7 2234 39.6 2,059.9
Segment results IHRER 802.6 623.2 5410 14 1,968.2
Reversal of impairment loss on BN —HBE AR
interest in an associate W4 2 W R 48
Impairment loss on interest i) =GNV
in an associate a2 WfsEE (118.7)
Finance costs A A (170.7)
Share of results of associates 2 L YNTES | 894.5
Share of results of joint ventures [T - UNTES | (19.2) - 487.9 - 468.7
Profit before taxation BBt i s A1 3,046.8
Taxation FiE (137.1)
Profit for the period AR 2,909.7

Inter-segment transactions have been entered into on terms
agreed by the parties concerned.

A ALLIED PROPERTIES (H.K.) LIMITED
BewE(EHB) BRI
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Notes to the Condensed Consolidated fifi BH &5 5 BA 55 #e 2 Bk vk (48)
Financial Statements (Cont'd)

for the six months ended 30th June, 2018 BEZE— ) FEANA = 1ENEA
4. SEGMENTAL INFORMATION (CONT’D) 4. DEER(E)
The geographical information of revenue is disclosed as e A s SR R T
follows:

Six months ended 30th June,
BEAA=THLAEA

2018 2017
—B-NFE T b
HK$ Million HK$ Million
BERET HEWIC
Revenue from external customers Fi i W BB 1 SN R R
by location of operations RGN

Hong Kong T 1,727.0 1,619.0
Mainland China HH [ A 1 637.6 435.4
Others HAh 4.5 5.5
2,369.1 2,059.9

CHANGES IN VALUES OF PROPERTIES 5. YI¥EESH

Six months ended 30th June,
BZEAA=THLAKEA

2018 2017
—F-\F %L
HK$ Million HK$ Million
BEBT HEE T
Changes in values of properties comprise: ) 2 (g% 8 t14F
Net increase in fair value of TEWHEZ AFEE

investment properties AR 647.2 450.8

Impairment loss (recognised) (HfERR) I M 22
reversed for hotel property R ZEic (1.0) 2.5
646.2 453.3
ALLIED PROPERTIES (H.K.) LIMITED Interim Report 2018
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Notes to the Condensed Consolidated
Financial Statements (Cont’d)

for the six months ended 30th June, 2018
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6.

NET IMPAIRMENT LOSSES ON FINANCIAL 6. €@MTEZRAESESE S2E
INSTRUMENTS/BAD AND DOUBTFUL DEBTS

Six months ended 30th June,
BEASA=TRHLEXEAR

2018 2017
—F—-)\F —R— L
HK$ Million HK$ Million
HEBT T EHE T
Loans and advances to consumer FANIAHS % P FK
finance customers & O
Net impairment losses DRIEN SRISREX (448.6) -
Bad and doubtful debts SRR - (185.4)
(448.6) (185.4)
Mortgage loans e
Net impairment gains B (EL A it T 2.1 -
Bad and doubtful debts IR - (0.4)
2.1 (0.4)
Trade and other receivables © o) B AR YSGRIE
Net impairment gains B (ELNAC it T 3.5 -
Bad and doubtful debts RBEIR - (11.9)
3.5 (11.9)
(443.0) (197.7)
The Group has applied the impairment measurement A B ) L AR 7 s B 5 i YR RIS 9 5%
requirement in accordance with HKFRS 9 without PR A R RUE o e I S
restating comparative information which was prepared B A B SRR R U Gt e RIS 39 5%
under HKAS 39 as detailed in note 3.1.1. Included in the B FEREEORBEES. . o WE AR (s
net impairment gains (losses) are recoveries of amounts B FHEAFEE -F— /EAA=+H
previously written off of HK$98.2 million for the period 1L S0 FH] Wi [B] S HiT AR B 98. 2 1 i T © 3
ended 30th June, 2018. For prior period, the amounts of WA S > BRK75.2 0 Bl TIFEA
HK$75.2 million were included in bad and doubtful debts. SRR o
FINANCE COSTS 7. BEKE

Six months ended 30th June,
BZEAA=THLAKEA

2018 2017
—E-N\F — b4
HK$ Million HK$ Mi||iol1
BHEBT HE T
Total finance costs A NBITEE A2

included in: Rl A HEE
Cost of sales and other direct costs B A B A 4 A 81.3 83.3
Finance costs Rl AR 214.1 170.7
295.4 254.0

ALLIED PROPERTIES (H.K.) LIMITED
BewE(EHB) BRI
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Notes to the Condensed Consolidated
Financial Statements (Cont’d)

for the six months ended 30th June, 2018
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8.

A

PROFIT BEFORE TAXATION

8. PFRTBLATER

Six months ended 30th June,
BEAA=+HLEAEA

wholly-owned subsidiary Sun Hung Kai Financial Group Limited
(“SHKFGL”) in June 2015 and classified the remaining 30% equity
interest as an associate. The recoverable amount was measured
at fair value less cost of disposal of SHKFGL. The fair value was
measured by discounted cash flow approach at the reporting date
using a discount rate of 16.6%. As part of the disposal, the Group
was awarded a put right on the 30% equity interest of SHKFGL. This
put right recorded a valuation loss during the period of HK$15.0
million classified under net gain on financial assets and liabilities
at FVTPL. It led to a reversal of impairment loss of HK$82.4 million
(2017: Nil) included in the amount of reversal of impairment loss on
interests in associates for the period ended 30th June, 2018.

ALLIED PROPERTIES (H.K.) LIMITED
BewE(EB) BRI

2018 2017
—EB-NF T b
HK$ Million HK$ Million
BEAT XYoo
Profit before taxation has been arrived R o i ¥ )
at after charging: EAnkR
Amortisation of intangible assets EFIACYES 1.0 0.9
Amortisation of prepaid land lease TS
payments S 0.1 0.1
Depreciation e 38.7 41.3
Impairment loss on interest in T — [ Bt A m) 2 M4 2
an associate (included in other WAE TR G A At
operating expenses) KEERH) - 118.7
Loss on disposal of a joint venture HE—ME5SANFZ
(included in other operating s tE (FHA HAth 2845
expenses) #H) 0.4 -
Net loss on disposal/write-off of S -~ R K
property, plant and equipment B P Fiete 0.4 0.7
and after crediting: e FA
Dividend income from listed i eAE S
equity securities BN 2.4 6.6
Dividend income from unlisted JE b T A RE I
equity securities B E A 2.3 -
Net realised gain on disposal of an HE— S AT 2 BT
associate (included in other income) WAL 43 VAR (R A HAt i A 36.8 -
Reversal of impairment loss on R R A R 2 a2
interests in associates (included WA (FFA
in other income) * HAthse A) * 89.0 4.8
* Sun Hung Kai & Co. Limited (“SHK”) disposed of 70% interest in its * W FE—RHAENH > IR BRA A (S

FE 1) 4 LA T e D i 5 1 AT R
] (R RE AR E ) 2 70% s > 37 4% 8k
N 30% B KEAE— I S W R o nl iRl
BRI S T A B 1 A P (R L B AR
FHE o &5 H AT LU BL R 6.6% M T B
BLEWITEIIRHE o fE A BB HIEN 5
7 B ) P T T 0 e 4 A 1 719 3.0% I HE R
TEHE o RZRRTITHER A  H] SRAS A (A B 5.0 F
BT BB IR RS R A T (R I
SR S B R TR AR o R E
AR H = H Lk SO ] (1R 82.4
HWIT (TR B4 ) > FEARB RS
A 2 A 2 W E R R A

Interim Report 2018
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Notes to the Condensed Consolidated
Financial Statements (Cont’d)

for the six months ended 30th June, 2018
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9. TAXATION 9. HIE
Six months ended 30th June,
BEAA=THLKER
2018 2017
—B-NF CE L
HK$ Million HK$ Million
BEER HEHEIT
The income tax charged (credited) B ARl 3 i (54
comprises: 45
Current tax AR LI
Hong Kong s 99.6 91.5
People’s Republic of China (“PRC") rhE N RILANER ([ Hr ) K
and other jurisdictions oA ) 5 L 73.6 14.7
173.2 106.2
Deferred tax I AE R TE (48.5) 30.9
124.7 137.1

Hong Kong Profits Tax is calculated at the rate of 16.5% of
the estimated assessable profits for both reporting periods.

PRC subsidiaries are subject to PRC Enterprise Income Tax
at 25% (2017: 25%).

Taxation arising in other jurisdictions is calculated on
the estimated assessable profits for the period at the rates
of taxation prevailing in the countries in the relevant
jurisdictions.

Deferred tax recognised in other comprehensive income
was immaterial in both periods presented.

ALLIED PROPERTIES (H.K.) LIMITED
BewE(EHB) BRI

TV R AL A1 15 B A 4G 5 T RE R
Bkt M 2 Bi%16.5%51E -

A B 2 B N R R A 25% (L FE —+&
A1 25%) A ZE TSR o

o 3 S 7 L 2 BT s
A M LA B ) 325 4t L Ay 2% R 2 BEAT A 4
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Notes to the Condensed Consolidated
Financial Statements (Cont’d)

for the six months ended 30th June, 2018
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10. EARNINGS PER SHARE

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

following data:

10. ERER

A7 ) SRR A e BB AR e R 8 ) T AR
PR BdRE .

Six months ended 30th June,
BEAA=THLAEA

2018 2017
—g—NE Tl
HK$ Million HK$ Million
BHEBT A EHE T
Earnings &R
Earnings for the purpose of basic AR B A R A
earnings per share (profit attributable B (A28 7]
to owners of the Company) I8 SR A i ) 1,885.2 2,359.6
Adjustments to profit in respect of I~ 7 2 (R 2
impact of contingently issuable Jc s At B T T REHE AT
shares under the employee ownership Wiy 2 5 2B i A1)
scheme of a subsidiary P % (0.3) (0.1)
Earnings for the purpose of diluted FIR RS Bt
earnings per share B Z A 1,884.9 2,359.5
Million shares  Million shares
BBR T E
Number of shares JBe Ay
Weighted average number of shares R R A
in issue for the purpose of basic and A Z BT
diluted earnings per share TInAET- 4 8 6,812.2 6,812.2

ALLIED PROPERTIES (H.K.) LIMITED
BewE(EB) BRI
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Notes to the Condensed Consolidated

Financial Statements (Cont'd)

for the six months ended 30th June, 2018
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11.

12.

DIVIDEND

The Board does not recommend the declaration of an
interim dividend for the six months ended 30th June, 2018

(2017: Nil).

1. RE

HERGAERERBE T~ /HFEARA
Z=FHEARMAZFHBRE(CE €

AF )

Six months ended 30th June,
BEARA=THLAEA

2018 2017
—E2-N\F TR LA
HK$ Million HK$ Million
BEER HEEIT
Dividends recognised as distribution WSS
during the period: RIS
2017 interim dividend (in lieu of ZF—bESRRE (U
a final dividend) of HK8 cents per K A A8 sl
share (2017: 2016 interim dividend (ZF—LF « ZF—A4F
(in lieu of a final dividend) of Fh A% B (R R AR
HK8 cents per share) T3 8 HEAL) 545.0 545.0
INVESTMENT PROPERTIES 12. REWHE
Hong Kong PRC USA UK Total
ik il FH g st
HK$ Million  HK$ Million ~ HKS Million  HKS$ Million  HK$ Million
A& HEET A&k A& A&
Fair value NYEE
At 1st January, 2017 WoZ—tFE—~f—H 7,963.3 49.5 265.9 - 8,278.7
Exchange adjustments HE 5. - 3.7 2.0 18.3 240
Transferred from properties held for sale 48 A £ &4 % 441 - - - 441
Additions K 18 - - 205.4 207.2
Increase (decrease) in fair value AR RER 2 A FRE
recognised in profit or loss K (Bih) 996.1 14 - (14.4) 983.1
At 31st December, i
2017 TZA=tH 9,005.3 54.6 2679 2093 9,537.1
Exchange adjustments HE 5.3 - (1.1) 12 (4.1) (4.0)
Additions il 03 - - - 03
Increase (clecrease) in fair value AR RER 2 A FEE
recognised in profit or loss K (Bib) 652.9 - 03) (5.4) 647.2
At 30th June, 2018 WEE—NEAAZTH 9,658.5 53.5 268.8 199.8 10,180.6

ALLIED PROPERTIES (H.K.) LIMITED
BewE(EHB) BRI
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for the six months ended 30th June, 2018
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12. INVESTMENT PROPERTIES (CONT’D)

The fair values of the Group’s investment properties on
the dates of transfer, acquisition and at the reporting dates
have been arrived at on the basis of a valuation carried
out at these dates by Norton Appraisals Holdings Limited,
Whitney & Associates and Savills (UK) Limited, firms
of independent and qualified professional valuers not
connected with the Group.

For properties located in Hong Kong, PRC and the United
Kingdom (“UK"), the fair value was determined based
on the investment approach, where the market rentals
of all lettable units of the properties are assessed and
discounted at the market yield expected by investors for
this type of properties. The market rentals are assessed
by taking into account the current passing rents and
the reversionary income potential of tenancies. For the
properties which are currently vacant, the valuation was
based on capitalisation of the hypothetical and reasonable
market rents with a typical lease term or direct comparison
approach. The discount rate is determined by reference
to the yields derived from analysing the sales transactions
of similar properties in Hong Kong, PRC and UK, and
adjusted to take into account the market expectation from
property investors to reflect factors specific to the Group’s
investment properties.

For property located in the United States of America
(“USA"), the fair value was determined based on the sales
comparison approach - land analysis, where the market
sales of the observable transactions in neighbourhood
areas are assessed and adjusted to take into account the
location, size, condition and physical characteristic of this
investment property.

There has been no change from the valuation technique
used in the prior periods. In estimating the fair value of
the properties, the highest and best use of the properties is
their current use.

ALLIED PROPERTIES (H.K.) LIMITED
BewE(EB) BRI

12. REMZE(R)

AR EBUE ) SE R - SO H O R A
A HZ A FEMEERIENorton Appraisals
Holdings Limited * Whitney & Associates
JeSavills (UK) LimitedihaZ 5 H #1472
FEAEIESE > %55 28 W 159 J5y B A A 1 AR e B
T SRS A S SE AL (A -

UL AR~ HP B R ([ 3 ) Y4
MmaE > A EERESEEEE - 3
b > Wy SERY A AT Hh AR Y T (ELRRL 8
PERPAG - 0 #2808 T ) 36 2 T (i
BRI BL WAl T (EAH 20 > C 7% R B
A B R ATT BN ATE Ty o i H A ZE
ZWZEME o AT RIRAR S BT
a2 (e A dL A > BChR T E
FLEEAR o MEBIRTI 2% F i - P&
BRI 3 2 8545 52 5 2 W 2 4 R
E o WEAFE AV EREE 2™
i%%fﬁ%ﬁ s AL B EY A 2 T

WAL S A BR 5 R (T SR ) 22 W) &1
o O PEE IR Lk — iy
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Notes to the Condensed Consolidated
Financial Statements (Cont’d)

for the six months ended 30th June, 2018
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13. FINANCIAL ASSETS AND LIABILITIES

The following tables provide analyses of financial assets
and liabilities of the Group that are measured at cost
less impairment and at fair value subsequent to initial

13. eMEERERE

ARSI 2 4 T T e AR
L UCHERR 8 e/ T i
SIRTRLI T 2% -

recognition.
At 30th June, 2018
RZB-N\EAA=1H
Fair value
AYEE
Level 1 Level 2 Level 3 Total
F-2 F=R F=8 act
HK$ Million ~ HK$ Million ~ HK$ Million ~ HK$ Million
BEAT BEAT BEER BEATR
Financial assets at fair value through FREMRENERATER
other comprehensive income REVEREE
Equity securities listed in Hong Kong ik EiTZ BA 437 - - 437
Equity securities listed outside Hong Kong LML L1 2 AR 179.6 - - 179.6
Unlisted overseas equity securities I ETINR A 5 - - 21.6 21.6
Analysed for reporting purposes BERBIS
as non-current assefs B E R 223.3 - 21.6 244.9
Financial assets at fair value EBERRRAVEE
through profit or loss REZOMEE
Equity securities listed in Hong Kong ERANIPA TN o 186.8 - - 186.8
Equity securities listed outside Hong Kong FELUMLE E 2 AR S 1,416.5 - - 1,416.5
Forward currency contract EHERLY - 19.0 - 19.0
Options and futures listed in Hong Kong i Lo R E - 19.7 - 19.7
Options and futures listed outside FELSMUE EiiTZ
Hong Kong W & - 7.9 - 7.9
Unlisted put right for shares ¥ Lz —HBE AT
in an associate ey B 8 - - 1,038.0 1,038.0
Unlisted call option for club memberships E NP fikes Tl vt - - 12.1 121
Unlisted call option for shares listed outside FEMSMULE E T2
Hong Kong AN - - 5.6 5.6
Contracts for difference EEGH - 9.8 - 9.8
Unlisted bonds issued by listed companies EARET L LTS - 183.9 - 183.9
Unlisted bonds issued by unlisted companies 3 LAl 472 Liifi% - 1,170.5 - 1,1705
Listed bonds and notes issued by FHAHETZ
listed companies TSR - 14212 - 1,421.2
Unlisted convertible preferred and ordinary —E LA AR EG I B
shares issued by an unlisted company IR e R - - 17.7 117.7
Unlisted preferred shares issued by —M E ATz
an unlisted company e AL il - - 211 211
Unlisted redeemable preferred shares R E ARNTE (v
issued by an unlisted company A LT R - 61.6 - 61.6
Unlisted shares issued by —[HF LA AT
an unlisted company I LT - - 38.0 38.0
Unlisted convertible bonds issued by mEARVNGE (hvd
an unlisted company T E T g - - 21.0 210
Unlisted overseas equity securities with FRGRIEELF L
aput right for shares BN - - 814.6 814.6
Unlisted overseas investment funds kLM RS - 2317 5,364.8 5,596.5
Unlisted trust issued by —[HF EARETZ
an unlisted company Jr EiifERE - 295 - 295
1,603.3 3,154.8 7,432.9 12,191.0
Analysed for reporting purposes as: REWRBWFEZ M
Non-current assets EERE 6,250.2
Current assets W 59408
12,1910

ALLIED PROPERTIES (H.K.) LIMITED
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13. FINANCIAL ASSETS AND LIABILITIES (CONT’D)

13. SMEEREEGH)

At 30th June, 2018
R-E-NEXA=tH
Fair value
NYEE
Level 1 Level 2 Level 3 Total
F-R F=& F=R @t
HK$ Million ~ HK$ Million ~ HKS$ Million ~ HKS$ Million
BEAR BEAR BEAR BEAR
Financial liabilities at fair value EBERRRATEEREL
through profit or loss sRAE
Held for trading B
Futures and options listed in Hong Kong il LT e - 26 - 2.6
Futures and options unlisted in Hong Kong i LTz & R - 20.8 - 20.8
Futures and options listed outside Hong Kong il LA SMIE T 1ir 2 1% e A - 0.3 - 0.3
Futures and options unlisted outside BELSMBEFE EiiZ
Hong Kong 5 B - 56 - 56
Over the counter equity derivatives GMEARTE TR - - 124 124
Short position in equity securities under TSR B ok R A
stock borrowing arrangement BHLNE - 130.6 - 130.6
Contracts for difference ERAH - 8.2 - 8.2
Forward currency contract EREHAY - 280 - 28.0
Analysed for reporting purposes as RERAMMTA
current liabilities HERE - 196.1 12.4 208.5
At 31t December, 2017
REF~LEFZA=F—0
Fair value
A
Lt Cost less
Level 1 Level 2 Level 3 impairment Total
F—% £ FEH O HATMRRE ot
HK§ Million ~ HKS Million ~ HKS Million ~ HK$ Million  HKS Million
H&ET AT [if:3i50 A&k A&
Available-for-sale financial assets ARHESHEE
Equity securities listed in Hong Kong B Lz ks 472 - - - 472
Equity securities listed outside Hong Kong A5 LASMIIE i 2 ki 2138 - - - 213.8
Unlisted overseas equity securities LA - - 414 216 63.0
Analysed for reporting purposes as RERAHMT
non-current assets FiisERE 261.0 - 414 216 324.0

ALLIED PROPERTIES (H.K.) LIMITED
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Notes to the Condensed Consolidated

Financial Statements (Cont'd)

for the six months ended 30th June, 2018
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13. FINANCIAL ASSETS AND LIABILITIES (CONT’D)

13. EMEEREEH)

At 31st December, 2017
g St g el

Fair value
AN
LYHE Cost less
Level 1 Level 2 Level 3 impairment Total
% EH F=H AATRRE 5t
HKS Million ~ HKS Million~ HKS§ Million ~ HKS Million  HK$ Million
Ak Ak AT HHEET HEET
Financial assets at fair value ERERERATEE
through profit or loss EE/EHEE
Held for trading investments BESHIE
Equity securities listed in Hong Kong i Lz ks 453.7 - - - 453.7
Equity securities listed outside BELOMLE |2
Hong Kong A 7434 - - - 7434
Exchange-traded funds listed in Eilk L2 25
Hong Kong RERE 3.6 - - - 3.6
Over the counter equity derivatives SRR LR - - 07 - 0.7
Forward currency contract ERERaY - 15.2 - - 15.2
Unlisted currency options L &R - 3.1 - - 3.1
Unlisted put right for shares in T L2 A AT
an associate i - - 1,053.0 - 1,053.0
Unlisted call option for club F Lz enrat
memberships Rk - - 10.9 - 109
Unlisted call option for shares listed FELUMbIE Lz
outside Hong Kong I E iR - - 109 - 109
Contracts for difference ERaH - 8.6 - - 8.6
Unlisted bonds issued by listed companies  L-ii/ARI %172 3 Lilifi% - 182 - - 182
Unlisted bonds issued by unlisted EANIYNGIE (j74
companies % Lt - 1,0009 - - 1,0009
Listed bonds and notes issued by unlisted ~ LTi/A B T2
companies T L R - 3020 - - 3020
Listed bonds issued by listed companies —~ EHIARE T2 Eifik - 21723 - - 21723
1,200.7 3,5203 1,075.5 - 5796.5
Investments designated as at fair value 1 BERRREL AT
through profit or loss [EEEA S E
Unlisted convertible preferred and ordinary  — 3 Lt /A %72
shares issued by an unlisted company TR R e R B4 - 117.3 - - 117.3
Unlisted convertible preferred shares issued ~— —i3 L AR E T2
by an unlisted company A LR B - - 171 - 17.1
Unlisted convertible bonds issued by CANIVNGIE {74
unlisted companies I L el - - 210 - 210
Unlisted overseas equity securitieswitha & feRiiiE
put right for shares ¥ EmiMRA - - 8115 - 8115
Unlisted overseas investment funds FEimsMtE AR - 167.2 43022 - 4.469.4
- 284.5 5151.8 - 54363
1,200.7 3,804.8 06,2273 - 11,232.8
Analysed for reporting purposes as: RERBOFEZ M-
Non-current assets B 5033.7
Current assets HEEE 6,199.1
11,232.8
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Notes to the Condensed Consolidated

Financial Statements (Cont'd)

for the six months ended 30th June, 2018
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13. FINANCIAL ASSETS AND LIABILITIES (CONT’D)

13. SMEEREEGH)

At 31st December, 2017

REFZ—tFt+ =10

Fair value
\ . [&
LFRE Cost less
Level 1 Level 2 Level 3 impairment Total
% o F=H BATBRRE st
HKS Million ~ HKS Million~ HKS§ Million  HKS Million ~ HK$ Million
Ak Ak AHET HHEET HEET
Financial liabilities at fair value ERREREATEE
through profit or loss REZERAR
Held for trading WA R
Futures and options listed outside FWLIMER LTz
Hong Kong % 25 - B, _ 25
Foreign currency contracts L - 528 - - 528
Unlisted overseas options LA - 14 - - 14
Over the counter equity derivatives BB TR - - 8. - 8.8
Short position in equity securities under T Bk e
stock borrowing arrangement BHELNE - 829 - - 82.9
Contracts for difference ERaH - 127 - - 127
Analysed for reporting purposes as RERANMTS
current liabilites AN 25 149.8 8.8 - 161.1
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for the six months ended 30th June, 2018

#WEE—/FEAA =+ HIEAREA

13. FINANCIAL ASSETS AND LIABILITIES (CONT’D)

Financial assets at FVTOCI are intended to be held for a
continuing strategic or long-term purpose. As there are no
sufficient market comparables as input to measure the fair
value reliably, some of the unlisted equity investments are
measured at cost less impairment for the year ended 31st
December, 2017.

On the basis of its analysis of the nature, characteristics
and risks of the equity securities, the Group has determined
that presenting them by nature and type of issuers is
appropriate.

Fair values are grouped from level 1 to 3 based on the
degree to which the fair values are observable.

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

Level 2 fair value measurements are those derived from
input other than quoted prices included within level 1 that
are observable for the assets or liabilities, either directly (i.e.
as prices) or indirectly (i.e. derived from prices).

Level 3 fair value measurements are those derived from
valuation techniques that include input for the assets or
liabilities that are not based on observable market data.

The fair values of bonds under level 2 at the reporting date
were derived from quoted prices from pricing services. The
fair values of stock borrowings, forward currency contract
and contracts for difference under level 2 at the reporting
date were derived from observable market prices of the
underlying financial assets or liabilities.

The fair value of level 3 financial assets and liabilities are
mainly derived from an unobservable range of data. In
estimating the fair value of a financial asset or a financial
liability under level 3, the Group engages external valuers
or establishes appropriate valuation techniques internally
to perform the valuation which are reviewed by the
relevant management of the group companies.

ALLIED PROPERTIES (H.K.) LIMITED
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Notes to the Condensed Consolidated
Financial Statements (Cont'd)

for the six months ended 30th June, 2018
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13. FINANCIAL ASSETS AND LIABILITIES (CONT’D)

The following tables provide further information regarding
the valuation of material financial assets under level 3.

13. SMEEREEGH)

TREMARE MEREMEEMNEL

iR

At 30th June, 2018
R-E-N§XA=1H

Valuation technique  Unobservable inputs Input values Fair value
HERE  FUBRGARE BABBE  AVEE
HK$ Million
B8ET
Financial assets at fair value through
profit or loss
BRESREATEEEECEHER
Unlisted put right for shares in an associate Option model Volatility 31.0% 1,038.0
T L2 — FRIHg A R o o SRR i
Risk free rate 1.38%
L lES
Equity growth rate 0.0%
MR R
Estimated equity value HK$1,115.0 million
W EEE  1,115.00 BT
Unlisted convertible preferred and ordinary Market comparable Price-to-sales ratio 10.52x 117.7
shares issued by an unlisted company approach [iifiiEs
— [k LA R E T2 I L TR S T ek
e
Unlisted overseas equity securities with Market comparable ~ Price-to-book ratio 1.08x 814.6
a put right for shares approach and [jif -
SRR LM A R S option model Volatility 5.0%
T Lk 1 i
S REAERY Discount rate 2.6%
Equity growth rate 0.0%
R
Unlisted overseas investment funds Net asset value* n/a n/a 5,364.8
P B B AN AN
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Notes to the Condensed Consolidated
Financial Statements (Cont'd)

for the six months ended 30th June, 2018
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13. FINANCIAL ASSETS AND LIABILITIES (CONT’D)

13. EMEEREEH)

At 31st December, 2017
REF—tHE+ZA=1—H

Valuation technique ~ Unobservable inputs Input values Fair value
fhET & RAT U A MR BABIEE AFEE
HKS Million
(L
Held for trading investments
BERZRE
Unlisted put right for shares in an associate Option model Volatility 31.0% 1,053.0
T bl — W R v Mt B
Risk free rate 1.0%
L yilEs
Equity growth rate 0.5%
iR

Financial assets designated as at
fair value through profit or loss

REAEBRSERELAVRERE . EREE

Estimated equity value  HK$1,084.0 million
MEGEENE 108400 EiT

Unlisted overseas equity securities with Market comparable Price-to-book ratio 1.06x 811.5
a put right for shares approach and [
SR E L TR LT ANEA S option model Volatility 5.1%
s e & i
Mt Discount rate 2.1%
HIEES
Equity growth rate 0.1%
iR
Unlisted overseas investment funds Net asset value* nfa n/a 43022
F LingsMERE S BB A AR
*  The Group has determined that the reported net asset values o RSREIREE o Wl W HESE IF LTSN

represent fair value of the unlisted overseas investment funds.

The management believes that possible changes in the
input values and business or economic circumstances
would not cause significant change in fair value of the

financial assets and liabilities under level 3.

ALLIED PROPERTIES (H.K.) LIMITED
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Notes to the Condensed Consolidated
Financial Statements (Cont’d)

for the six months ended 30th June, 2018
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13. FINANCIAL ASSETS AND LIABILITIES (CONT’D)

The reconciliation of financial assets and liabilities under

13. SMEEREEGH)

BT REER R T e E R AR

level 3 fair value measurements is as follows: HREMT -
2018
“E-)\f
Unrealised
gain or loss
for six months
ended
30th June,
T 2018
Balance at ECOGNISE gains Or I0sses Balance at BZ
Tt January, EERbaIER 0thjune, ZF-NE
2018 Other 018 AAZTH
H-B-N% comprehensive H-B-NE  L~ER
-A-H Transfer* ~ Profit or loss income  Purchase  Disposal  RAZTA  ZAER

ZE8 B B&
HK$ Million ~ HKS Million  HKS Million

2 ENE #E HE 2% WEUER
HKS Million ~ HKS Million ~ HK$ Million ~ HKS Million  HKS Million

AE#n  BEEn  AEER AE#n  BEEn  FEEn  BEEn  REER

Financial assets at fair value ~ FBEMA AN

through other comprehensive A FEEREZ

income tReE
Unlisted overseas equity securities % I i IMAicas 216 - - - - - 16 -
Financial assets at fir value ~ EABERRATERE

through profit or loss RE SHEE
Over the counter equity derivatives  533MBEAfifk T & 07 - 07) - - - - 07)
Unlisted put right for shares i~~~ | i 2 — &

an associate Dellihadie 1,030 - (15.0) - - - 10380 (15.0)
Unlisted call option for club EARVA k4

memberships e 109 - 12 - - - 11 11
Unlisted call option for shares A LASMBR ity

listed outside Hong Kong EAREL 1] 109 - (3 - - - 5 (3)
Unlisted convertible preferred and -~ — i3 LA %12

ordinary shares ssued by iR

unlisted company Tk - 1173 04 - - - 177 04
Unlisted convertible preferred i3 LA 72

shares ssued by an unlisted ARk

company sk 17.1 - 0.1 - 39 - 2.1 0.1
Unlisted shares issued by FEwAFA%TZ

wlisted company AT 414 - (34) - - - 380 (34)
Unlisted convertible bonds FEmAr%RZ

issued by unlisted companies 3 Ttk 10 - - - - - no -
Unlisted overseas equity securies  &REREHEL

with a put right for shares K LA 8115 - 3 - - - 8146 3
Unlisted overseas K EifiMUE

investment funds £ 4,302.2 - 5835 - 6199 (140.8) 5,364.8 546.1
Financial liabilties at fair value ~ FBEBRRAFEE

through profit or loss RE SRR
Over the counter equity derivatives  J5U&fii TR (8.8) - (36) - - - (124) (36)
*  The group has transferred the financial asset from level 2 to level 3 * AR — N — A — B a g

on TstJanuary, 2018 as no observable inputs are available.
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Notes to the Condensed Consolidated
Financial Statements (Cont’d)

for the six months ended 30th June, 2018
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13. FINANCIAL ASSETS AND LIABILITIES (CONT’D)

13. EMEEREEH)

2017
Rtk
Balance at
Cecomised s J1st
Balanceat  Recognised ains orloses December,  Unrealised
Tt January, E sl R 2007 gainor loss
2017 Other REF—tH %or the year
2 comprehensive t2A R
—=H—=H  Profitor loss income Purchase Disposal ~ =t—H  KEHIE
Va3 B AEmE A i 25 Bl
HKS Million — HKS Million ~ HK§ Million ~ HK$ Million ~ HKS Million  HKS Million  HKS Million
Fikr  AlEc AlEx BBk AEdx ARl AlEx
Available-for-sale financial assets Tt HESREE
Unlisted overseas equity securities 3 i M AwE 42 - 08) - - M4 -
Held for trading investments BERARE
Over the counter equity derivatives  MiEARTA: T2 04 03 - - - 07 03
Over the counter currency SRR
derivatives TH 0.1 0.1 - - - - 0.1
Unlisted put right for shares in -~ 3k iz — g A7l
an associate Tl 10520 10 - - - 1,053.0 10
Unlisted call option for club KLz et
memberships R 8.3 26 - - - 109 26
Unlisted call option for shares &S bLAMBIE L ifRefy
listed outside Hong Kong L ETREAE 124 03) - - (1) 109 03)
Investments designated as at EEARLTER
fair value REZRE
Unlisted convertible prefered — —[Hi# LT ARSHTZ
shares issued by an unlisted AR DE
company (5 - 0.1 - 170 - 171 0.1
Unlisted convertible bonds AN
issued by unlisted companies F L 39 0. - 170 - 210 0.
Unlisted overseas equity securities (st % L i
with a putright for shares MR 826.1 (14.6) - - - 8115 (14.6)
Unlisted overseas investment funds % - it 24 28716 9227 - 666.5 (1586 43022 9005
Financial liablities BERAREL
held for trading ERER
Over the counter equity derivatives  SMiAfTE TR 29 (5.9) - - - (8.8) (.9
Over the counter currency ST
derivatives T (19 19 - - - _ 19
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Notes to the Condensed Consolidated
Financial Statements (Cont'd)

BE_F—/FEARH =1 HIEAEA

14. LOANS AND ADVANCES TO CONSUMER FINANCE 14, AABKEFESS R 8%
CUSTOMERS

for the six months ended 30th June, 2018

At At
30th June, 31st December,
2018 2017

RZB-NE R_TLF
RA=Z+HE toA=TH

HK$ Million HK$ Million
BEART X Yiow
Loans and advances to consumer RN R PR
finance customers &Y
Hong Kong RTE 6,746.2 6,544.2
Mainland China HH R A i 2,958.4 3,282.7
Less: impairment allowance W R (658.3) (663.3)
9,046.3 9,163.6
Analysed for reporting purposes as: Fy 2 E e Z AT
Non-current assets I & e 2,478.0 2,322.8
Current assets TH) G 6,568.3 6,840.8
9,046.3 9,163.6

PATN Zy i 5 80 H g 33 e (2 A B
B 2% 5L B IR AT

The following is an aged analysis for the loans and
advances to consumer finance customers that were past
due at the reporting date but not impaired:

At At

30th June, 31st December,

2018 2017

R=ZB-N\E R-FLF

AA=+H +-HA=+—H

HK$ Million HK$ Million

BEET HEBIT

Less than 31 days past due w31 H 424.6 538.7
31 to 60 days 31%260H 46.7 100.2
61 to 90 days 61%90H 15.9 529
91 to 180 days 91%180H 82.0 117.5
Over 180 days 180H A E 15.6 31.4
584.8 840.7
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Financial Statements (Cont'd)

for the six months ended 30th June, 2018
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15. MORTGAGE LOANS

15. RIBER

At At
30th June, 31st December,
2018 2017
R-E2E—-NF RE—LHF
ANB=+H +-H=+—H
HK$ Million HK$ Million
BEAT X Yiow
Mortgage loans AR E
Hong Kong T 3,029.6 2,125.4
Less: impairment allowance W R TR A (3.8) (5.0)
3,025.8 2,120.4
Analysed for reporting purposes as: T2 E WP Z b
Non-current assets FE ) & 1,933.2 1,243.1
Current assets TLEE R 1,092.6 877.3
3,025.8 2,120.4

The following is an aged analysis for the mortgage loans

PATF Z TR &5 H S (H S (2 #2 4m B

that were past due at the reporting date but not impaired: B BRI -
At At
30th June, 31st December,
2018 2017
R=ZB-N\E R_F L4
ANA=+R +-A=1+—H
HK$ Million HK$ Million
BEBT HEHIT
Less than 31 days past due w31 H 64.9 218.0
31 to 60 days 31260H 151.1 6.5
61 to 90 days 61%90H 7.3 4.1
91 to 180 days 91£180H 8.3 -
Over 180 days 180 H A 1 - 8.8
231.6 237.4

ALLIED PROPERTIES (H.K.) LIMITED
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Notes to the Condensed Consolidated
Financial Statements (Cont’d)

for the six months ended 30th June, 2018
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16. TRADE AND OTHER RECEIVABLES

16. ES R HEHMEKFIE

At At
30th June, 31st December,
2018 2017
R-ZB-N\FE HF—LF
ANA=+H tZH=1—H
HK$ Million HK$ Million
BEART HEH#IT
Secured term loans HHAA B E 3,104.2 2,223.4
Unsecured term loans ST W B 862.8 1,293.9
Less: impairment allowance B WA (80.7) (86.6)
3,886.3 3,430.7

Trade receivables — accounts receivable JERE B IERK — KA &EF
from customers 2 EGERIE 48.2 459
Less: impairment allowance BB BRI (0.8) (1.1
47 .4 44.8

Guarantee and consultancy fee LD 78 2 K%
receivables AL 1 2 - 0.5
Payments on behalf of customers* & F AR - 6.3
Less: impairment allowance B WA - (6.6)
- 0.2
Other receivables Ho Al FE Wi K H

Deposits 74 53.5 57.4
Others HoAt 146.1 99.5
199.6 156.9

Trade and other receivables at FE RS AT IR 2 B 5 e
amortised cost oAt R i A 4,133.3 3,632.6
Prepayments FAATRIE 6.3 35.8
4,139.6 3,668.4

Analysed for reporting purposes as: F 2 E WP Z b
Non-current assets B & 398.8 505.8
Current assets B 3,740.8 3,162.6
4,139.6 3,668.4
*  The Group has provided guarantees to guarantee the repayment of o ARSRERALORGE LIRS BE AR 8 R 5 A T

debts owed by the loan guarantee customers to their lenders. At 30th
June, 2018, the outstanding guarantee amount was HK$3.5 million
(at 31st December, 2017: HK$19.2 million). Payments on behalf of
customers represented payments made by the Group to reimburse
the beneficiaries of the guarantees (“Holders”) for losses the Holders
incurred because the customers failed to make payments when due
in accordance with the term of the corresponding debt instruments.

ALLIED PROPERTIES (H.K.) LIMITED
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Notes to the Condensed Consolidated
Financial Statements (Cont’d)

for the six months ended 30th June, 2018
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16. TRADE AND OTHER RECEIVABLES (CONT’D)

The following is an aged analysis of the trade and other
receivables based on the date of invoice/contract note at

the reporting date:

16. EZRHEMEWRIE(E)

AR B TR G55 H 2 8 5 B FLA R GR I AR
TREER A AR F I b BRE AT

At At
30th June, 31st December,
2018 2017
R=B-NF R _F—LF
RA=+H +ZH=+—H
HK$ Million HK$ Million
BBER A #EETT
Less than 31 days Dik31H 26.6 27.3
31 to 60 days 31260H 10.5 10.6
61 to 90 days 61%290H 6.5 6.5
91 to 180 days 91£180H 2.8 1.8
Over 180 days 180H LAk 0.8 0.8
47.2 47.0
Term loans and trade and other 37 MRS 2 A B
receivables without aging & 5 Je HoAth JRE S 3k TE 4,167.6 3,679.9
Less: impairment allowances W R (81.5) (94.3)
Trade and other receivables at PG AR 5 R 2 B8 5 e
amortised cost Al E WS K 4,133.3 3,632.6
17. BANK DEPOSITS, CASH AND CASH EQUIVALENTS 17. |RITEFER B2 RESEEY
At At
30th June, 31st December,
2018 2017
R=B-—NF KT L#
ARA=+H +ZH=+—H
HK$ Million HK$ Million
BEER HEHEIT
Bank balances and cash SRATAS B S B4 2,428.1 1,915.2
Fixed deposits with banks with a term =8 A NI
within 3 months SRATE WK 465.3 494.5
Cash and cash equivalents Bl KBS HEY 2,893.4 2,409.7
Short-term pledged bank deposits and SR A ERAT A7 3K
bank balances K SRAT R BR 20.0 1.2
Fixed deposits with banks with a term AP A AR AR
between 4 to 12 months SRATE JAAE K 583.5 787.7
3,496.9 3,198.6
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Notes to the Condensed Consolidated
Financial Statements (Cont’d)

for the six months ended 30th June, 2018
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18. TRADE AND OTHER PAYABLES

The following is an aged analysis of the trade and other
payables based on the date of invoice/contract note at the
reporting date:

18. ESRHMERFIE

PAITF Z TR G55 H 2 8 5 B FLAt A SR AR
TREER A AR H I b BRE AT -

At At
30th June, 31st December,
2018 2017
RZB-NF R T L
AA=+H +-A=t—H
HK$ Million HK$ Million
BEET A E T
Less than 31 days Dik31H 33.0 51.4
31 to 60 days 31%260H 6.3 8.8
61 to 90 days 61%290H 4.4 9.2
91 to 180 days 91%£180H 1.3 -
Over 180 days 180H LA E 0.8 0.1
45.8 69.5

Accrued staff costs, other accrued G MR IS 2 EAT B TR

expenses and other payables A e T2

without aging FoAt EAT 3R IA 240.3 356.0
286.1 425.5

19. FINANCIAL LIABILITIES FOR REPURCHASE
AGREEMENTS

19. OEHET2ERMAE

At At
30th June, 31st December,
2018 2017
RZB-NE R_F—L4F
ARA=t+HB +ZA=+—H
HK$ Million HK$ Million
BEBT H &I
Financial liabilities for repurchase of FEEmIR S BT AN EEE 2
debt instruments at FVTPL (o] A 55 T 4 il B 1 1,143.8 1,071.0

As at 30th June, 2018, debt instruments which are
classified as financial assets at FVTPL with carrying
amount of HK$1,330.4 million (at 31st December,
2017: HK$1,280.2 million) were sold under repurchase
agreements with other financial institutions. All repurchase
agreements are due within 12 months from the end of the
reporting period.
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Notes to the Condensed Consolidated
Financial Statements (Cont'd)

for the six months ended 30th June, 2018

fT B &5 5 P 255 i 3 P (A1)

#WEE—/FEAA =+ HIEAREA

20. BANK AND OTHER BORROWINGS

20. RITRHEMEE

At At
30th June, 31st December,
2018 2017
RZB-N\E R-F L4
AA=Z+A FoA=1—H
HK$ Million HK$ Million
BEBT A HETT
Bank loans HRATE 6,284.9 4,490.3
Other borrowings HoAth £ £ 46.6 35.0
6,331.5 4,525.3
Analysed as: G
Secured PRl 1,832.8 990.0
Unsecured S 47 4,498.7 3,535.3
6,331.5 4,525.3
Bank loans are repayable as follows: SBATERAEEBRIT
On demand or within one year BRI ER B — N 1,986.7 1,752.9
More than one year but not —4ERL FEAR
exceeding two years 48 T 1,916.4 1,395.8
More than two years but not [GEESYNMRERN
exceeding five years i AR - 309.6
Bank loans with a repayment B HERIERGE
on demand clause are repayable AT R
as follows: R -
Within one year —AFE R 1,851.8 1,018.0
More than one year but not —AERL FHAR
exceeding two years A8 T A 56.0 14.0
More than two years but not W4ERL FAEOR
exceeding five years e AR 474.0 -
6,284.9 4,490.3
Other borrowings are repayable HA S B AR
over five years 7 46.6 35.0
6,331.5 4,525.3
Less: Amount repayable within one year ¥, : ZE i —4F R f& 12 51 i
shown under current liabilities ) B BUH (4,368.5) (2,784.9)
Amount due after one year —AFAE B 2 #KIE 1,963.0 1,740.4
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Notes to the Condensed Consolidated
Financial Statements (Cont'd)

for the six months ended 30th June, 2018
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21. NOTES PAYABLE

21. BEHEE

At At
30th June, 31st December,
2018 2017
RZE—NFE PR E L4
~A=Z+H +—-H=+—H
HK$ Million HK$ Million
BEBT HEHEIT
US dollar denominated notes FEIENE
(“US$ Notes”) ([ECHHE )
4.75% US dollar denominated T e ok T = 1
notes maturing in May 2021 Z4.75%F TR
(“4.75% Notes") ([4.75%%4% 1) 2,747.3 2,742 .4
4.65% US dollar denominated " s oy | W= S
notes maturing in September 2022 Z4.65%F T
(“4.65% Notes”) ([4.65%22%8 |) 4,296.5 4,280.3
HK dollar denominated notes W IC
2.8% HK dollar denominated i FE— ) AE+— H 2
notes maturing in November 2018 Z2.8%WE LR
(“2.8% Notes”) ([2.8%%E4 1) 454.8 448.2
3.1% HK dollar denominated A E—JUEH 2
notes maturing in February 2019 Z3 1% TR
(“3.1% Notes") ([3.1%%8 ) 248.3 -
Renminbi denominated notes NS
6.9% Renminbi denominated T — \AE T H 213
notes maturing in May 2018 26.9% AR EE
(“6.9% Notes”) ([6.9%545 1) - 536.5
7,746.9 8,007.4
Analysed for reporting purposes as: F 2 H BT EZ 4
Current liabilities T AR 801.1 1,077.0
Non-current liabilities FEE) A & 6,945.8 6,930.4
7,746.9 8,007.4

The US$ Notes were issued by Sun Hung Kai & Co. (BVI)
Limited, a subsidiary of SHK, under a US$2.0 billion
guaranteed medium term note programme.

ALLIED PROPERTIES (H.K.) LIMITED
BewE(EB) BRI
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for the six months ended 30th June, 2018
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21.

22.

NOTES PAYABLE (CONT’D)

The 4.75% Notes are listed on the Stock Exchange. The
nominal value of the 4.75% Notes after eliminating the
intra-group holdings was US$354.9 million or equivalent
to HK$2,785.1 million (at 31st December, 2017:
US$354.9 million or equivalent to HK$2,774.6 million)
at the reporting date. The fair value of the 4.75% Notes
after eliminating the intra-group holdings based on the
price quoted from pricing service at the reporting date was
HK$2,873.7 million (at 31st December, 2017: HK$2,882.2
million) which was categorised as level 2.

The 4.65% Notes are listed on the Stock Exchange. The
nominal value of the 4.65% Notes after eliminating the
intra-group holdings was US$540.8 million or equivalent
to HK$4,244.0 million (at 31st December, 2017:
US$540.8 million or equivalent to HK$4,228.0 million)
at the reporting date. The fair value of the 4.65% Notes
after eliminating the intra-group holdings based on the
price quoted from pricing service at the reporting date was
HK$4,190.8 million (at 31st December, 2017: HK$4,291.1
million) which was categorised as level 2.

The fair value of the 2.8% Notes based on the price quoted
from pricing service at the reporting date was HK$455.3
million (at 31st December, 2017: HK$449.0 million)
which was categorised as level 2.

On 5th February, 2018, under the guaranteed medium
term note programme, Sun Hung Kai & Co. (BVI) Limited
further issued HK$245.5 million 3.1% Notes at discount
for a net consideration of HK$245.1 million. The 3.1%
Notes will be mature on 5th February, 2019. The fair value
of the 3.1% Notes based on the price quoted from pricing
service at the reporting date was HK$248.6 million which
was categorised as level 2.

The 6.9% Notes matured in May 2018 and the outstanding
balance was repaid.

21. ERRE(E)

4.75% SR Bl o AEEEH
KSR AE [ M A 2 SR04 4.75% 5%
ZIE55354.9 H 8 3 U s A ik 2,785.1
HEBITT(ON E—-EFET+ A=+
H : 3%9@%%m&m h2,774.6 08
W) o MEEEH - BIBREE MG 2
IRAE o A RS TR AE S > 4.75%
TN TR 52,873, 7 A BT (i
FE—EE+"H=+—H :2,8822H%
HEI0) » AR ] o

4.65%SIEE AT B o RS EH
KANBRAE A 2 215 E » 4.65%524E
Zﬁﬁt’asm 8ﬁ %%mﬂa%w 244.0
HEEBITT(N - E—-EFET+ A=+
H : 540.8'F & £ InoliMH % it 4,228.0 A &
HEIL) o REEAH > KEINBREE MG 2
IEIE o M RS TS S > 4.65%
EE Y NVAE(E £ 4,190.8F M T (i —
FE—EE+H=Z+—H 142911655
W) o AR ) o

PESEH > MR 8 IR T R A%
2.8%FEW 2 AT EE 54553 5 &l oo
(h—F—L4FE+"H=+—H : 449.0H
WS TC) o IR A -

R E— ) AETHTH - RS =
P951751# > Sun Hung Kai & Co. (BVI)
Limited AHTRB(EME— 20 9517245.5 1 8
TCZ3.1%50 » RAEFF 52451 H &
I ° 3% SR —FE—FEHAH
B o REEE B - AR PEE E RS B i E
%.ﬂ%m%zﬂ$ﬁﬁ%mmﬂﬁ%%
I RS AR
6.9%FEWHE N —F— /\F AR > 1
RAEELE RO AR -

SHARE CAPITAL 22. BA
Number of
shares Value
R EE EE
HK$ Million
H IS
Issued and fully paid: AT RAIE
At 1st January, 2017, ﬁéj;—ﬁiﬂ% —H -
31st December, 2017, —E—tiE+ZH=F—H
Tst January, 2018 - F-A-HK
and 30th June, 2018 —EF - NFEASH=1H 6,812,201,460 4,250.6
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Notes to the Condensed Consolidated
Financial Statements (Cont’d)

for the six months ended 30th June, 2018
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23. CONTINGENT LIABILITIES

At the end of the reporting period, the Group had
guarantees as follows:

23. AREE
RERERR > AREBER ZREWMT -

At At
30th June, 31st December,
2018 2017
R=FB-—N\F R_FLF
ARB=+tH +-H=+—H
HK$ Million HK$ Million
BEET A E TS
Indemnities on banking facility made HGET—HEEAF
available to joint venture SRATORFE AT VE RIS IR 111.0 112.7
24. COMMITMENTS 24. AiE
(@) Other commitments (@) HEfth&ie
At At
30th June, 31st December,
2018 2017
R=ZB-N\F RZT L
AA=+HB +-A=+—H
HK$ Million HK$ Million
BEBT A HETT
Capital commitments for funds B AR 601.8 332.9
Other capital commitments HoAt B A I 3.2 2.0
605.0 334.9

(b) Operating lease commitments

At the end of the reporting period, the Group had
commitments for future aggregate minimum lease
payments under non-cancellable operating leases
related to its office premises and office equipment
which fall due as follows:

(b) EEBENEE

R HIR > A BAREA B
W T S B AN AT R A A
YT T SR B S A 2 B AR RS
AR A FIEA I T

At At

30th June, 31st December,

2018 2017

R=ZB-N\E R_F L4

ANA=+tH +-A=t+—H

HK$ Million HK$ Million

BHEBT T E##ETT

Within one year —ER 140.4 149.9
In the second to fifth year inclusive %8 - %55 TL4F (L35 & B Wi 4E) 126.1 154.2
266.5 304.1

ALLIED PROPERTIES (H.K.) LIMITED
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At the end of the reporting period, certain of the Group’s
investment properties and land and buildings with an
aggregate carrying value of HK$8,304.8 million (at 31st
December, 2017: HK$7,766.9 million), bank deposits and
bank balances of HK$20.0 million (at 31st December,
2017: Nil) together with certain securities in respect of
a listed subsidiary with investment cost of HK$276.6
million (at 31st December, 2017: HK$276.6 million) were
pledged to secure loans and general banking facilities
to the extent of HK$2,539.1 million (at 31st December,
2017: HK$2,251.5 million) granted to the Group. Facilities
amounting to HK$1,832.8 million (at 31st December,
2017: HK$990.0 million) were utilised at the end of the
reporting period.

At the end of the reporting period, a bank deposit of
HK$nil (at 31st December, 2017: HK$1.2 million) was
pledged to secure a guarantee issued to third parties by a
bank in favour of a subsidiary to the extent of HK$nil (at
31st December, 2017: HK$1.2 million).

ALLIED PROPERTIES (H.K.) LIMITED
BewE(EHB) BRI

for the six months ended 30th June, 2018 BE E—/4FRNH=ZTHIESEA
24. COMMITMENTS (CONT’D) 24, AIE(E)
(b) Operating lease commitments (Cont’d) (b) BEHLYRIEE)
The lease payments represent rentals payable by the FHLZ AT 24 A 42 8] R 1 46 4 FH 4 22 Bk
Group for its office premises and office equipment TN B 2 NN B R AT 2
under operating lease arrangements. Leases are FH4 o A Z FEW— R eER A —
generally negotiated for terms ranging from one to ZHAE o FHA RYE DTG EAN— F'ﬁj’/‘fﬁi
five years. The lease commitments include rental AFIZHEE03IHEEB TN - F—
payable to a holding company of HK$0.3 million (at #+—H=+—H:o. 4§,¥J{5§75
31st December, 2017: HK$0.4 million), an associate Fﬁﬁ Faﬁﬂﬁi/f&/\jzfrﬂiz 7@%{%
of HK$2.7 million (at 31st December, 2017: HK$1.6 TR —FE—LE+H= + H :
million) and a joint venture of HK$55.0 million (at 1. 6[?&?#%75 ) Iz AT — 5% 2
31st December, 2017: HK$67.6 million). Z 4550 BT Ok —F—L4F
TZA=1—H 1 67.6HEEEIT) -
(c) Loan commitments (c) BEFURIE
At At
30th June, 31st December,
2018 2017
R=Z2—-N\F R-ZF—+Li
ANAE=+H tZH=1—H
HK$ Million HK$ Million
BEABT A EHTT
Within one year —4F N 1,327.6 1,262.4
25. PLEDGE OF ASSETS 25. BEEKH

AWK > A5 R 4A{E8,304.8 H
EHEITOR —E —EEF A=+ —H
7,766.9H Bt It) 2 A TIHCEY 2 K 1 Hb
&*E:f SRATAF R SERAT A R20.0 H B i
LR —F—tFE+—H=+—H : )
ﬁﬁ*ﬁaﬁi?ﬁﬁ#%z\ﬁ?ﬁ%%vkzmﬁﬁ
BT _F—-LET+_A=+—0:
276.6 A B L) 245 Tikd > B HEZ
#2,539.1H ®wB (i —F—LET A
:+ H 22515 &8I IR TAREHE
2B — R TR B AR o R
x> B EEE1,832.8 A BT ik —
F—tE+_"H=+—H :990.0H &
JG) °

RIEW R > |ITHEREF R (&
—LtHET+ZH=1—H: 1.25&3#%73
FAVESRAT B — THIBM B A Rl 11 26 =y 3 b i
ZREERITT(N _F—LtHE+_A=+—
H 128 80 MIER K -
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26. RELATED PARTY TRANSACTIONS

During the period, the Group entered into the following

26. BERAEALTRS
HAN o AL EARBE A LRI LU N ER

significant transactions with related parties. Ay o
(@) Summary of transactions @ XZHBE
(Income)/Expense
CONVE 3
Six months ended 30th June,
BEAA=THILAEAR
2018 2017
A
HK$ Million HK$ Million
BHEBT T
A holding company —REERAE
Rent, property management, i - PR
air-conditioning fee and other 22 i 2 e HoAth ) 26
property related service fee I 5
income A 2.7) (3.5)
Share of management service AR A 5 SR AR 5
expenses 2 20.4 17.5
Share of administrative expenses AT 0.2 0.1
Fellow subsidiaries GEA - NG
Interest expense F 52 6.2 6.1
Associates N
Management and service fees B IR
income e A (2.5) (2.7)
Loan referral fee and participation A [ 2 B
fee income A (1.9) (29.0)
Interest income FLEHA 1.9 (1.2)
Manager’s fee ESZYN ¥ (1.3) (1.3)
Rent, property management and 4 - WEEH
air-conditioning fee income PEETE- L UN (1.0) (0.4)
Interest expense M 2.8 3.4
Service fees expenses s 2 1 2.3 2.9
Rent and property management fee  fH 4 K 4 264 3 2.1 1.9
Brokerage expenses et 1.8 1.4
Insurance premiums paid SRR 0.8 2.0
Joint ventures NG
Administration, agency, ATHL ~ R -
management and services (=813
fee income s A 2.9 (2.8)
Rent, property management and 4~ WS K
air-conditioning fee 72 14.7 11.2
Director of the Company AARES
Rental income LGN (0.5) (2.0)
Entities controlled by a director —BER QR ESZS
of a holding company 2B
Rental income HEA (6.5) (6.5)
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for the six months ended 30th June, 2018 BE_EF— ) FEARNA=ZFHIEASEA
26. RELATED PARTY TRANSACTIONS (CONT’D) 26. BERAEALTRZ (&)
(b) Key management personnel compensation b TESHEAEMS

Six months ended 30th June,
BZEAA=THLAEA

2018 2017
—E-N\F e S o
HK$ Million HK$ Million
BEAT [ER- 2
Short-term benefits (Note) EIAE R (GEAE) 36.7 36.4
Post-employment benefits B ARAR F) 0.3 0.3
37.0 36.7
Note: As informed by Allied Group Limited, the Company’s holding SRR FRAR N R 2 PRI F WA SR A R 7
company, 2017 discretionary bonuses were released in July %2 DR -LFEZWHEEALE R

2018. T )\ H 8k -

() During the period, loans of HK$188.5 million (2017: (© MR B MEE AR 1885 H &
HK$46.0 million) were advanced to associates and W (FE—LHF : 46.0F BHEIT)
HK$70.4 million (2017: HK$44.0 million) were 2B RS N W BB 70.4 [ R
repaid by associates. Jo(ZE—LAF - 4408 B T) 2 &

(d) During the period, a loan of HK$40.0 million (2017: (d WK ER—HEEAARL40.0H
Nil) was advanced from a joint venture. WV (T —LAF - ) 2B -

(e) During the period, HK$66.7 million (2017: Nil) was () WA - O — s A F S 66.7 1
paid to an associate for subscription of the unlisted BRI (R — AR - ) 1R 2y SR %
redeemable preferred shares issued by it. W 23 )8R AT 2 JF b T e B e 4B O

i

(f During the period, sales proceeds of HK$119.8 ® R BB A F R EC19.8
million (2017: Nil) was received from an associate for HEEIG(CE—LAE | BE IS
disposal of another associate to it. HIEAE B 1) o B 5 — [T A8 A o
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27. FINANCIAL RISK MANAGEMENT

The Group is exposed to financial risks through its use of
financial instruments in its ordinary course of operations
and investing activities. The principal financial risks
inherent in the Group’s business are market risk (includes
equity risk, interest rate risk and foreign exchange risk),
credit risk and liquidity risk. The Group’s risk management
objective is to enhance shareholders’ value while retaining
exposure within acceptable thresholds. Risk management
is managed and controlled through relevant group
companies.

The Group’s risk management governance structure is
designed to cover all business activities and to ensure all
relevant risk classes are properly managed and controlled
by relevant group companies. The Group has adopted
a sound risk management and organisational structure
equipped with comprehensive policies and procedures
which are reviewed regularly and enhanced when
necessary in response to changes in markets, the Group's
operating environment and business strategies. The
Group’s relevant independent control functions play an
important role in the provision of assurance to the relevant
board of directors and senior management that a sound
internal risk management mechanism is implemented,
maintained and adhered to.

(@) Market Risk
(i) Equity Risk

There are many asset classes available for
investment in the marketplace. One of the
Group'’s key business undertakings is investing in
equity and is concentrated in the investment and
finance operating segment. Market risk arising
from any equity investments is driven by the
daily fluctuations in market prices or fair values.
The ability to mitigate such risk depends on the
availability of any hedging instruments and the
diversification level of the investment portfolios
undertaken by the segment. More importantly,
the knowledge and experience of the trading
staff of the segment managing the risk are also
vital to ensure exposure is being properly hedged
and rebalanced in the most timely manner.
Proprietary trading across the segment is subject
to limits approved by senior management of the
relevant group companies. Valuation of these
instruments is measured on a “mark-to-market”
and “mark-to-fair value” basis depending on
whether they are listed or unlisted. Value at
Risk (“VaR”) and stress tests are employed in the
assessment of risk. Meanwhile other non-VaR
limits such as “maximum loss” and “position”
limits are also set out to restrict excessive risk
undertakings. VaR and stress tests are approaches
which are widely used in the financial industry
as tools to quantify risk by combining the size of
a position and the extent of a potential market
movement into a potential financial impact.

ALLIED PROPERTIES (H.K.) LIMITED
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for the six months ended 30th June, 2018
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27. FINANCIAL RISK MANAGEMENT (CONT’D)
(@ Market Risk (Cont’d)

(i) Equity Risk (Cont’d)

The Group’s market-making and proprietary
trading positions and their financial performance
are reported daily to the relevant senior
management of the group companies in the
segment for review. Relevant internal audit
also performs regular checks to ensure there
is adequate compliance in accordance with
the established market risk limits and internal

guidelines.

(i) Interest Rate Risk

Interest rate risk is the risk of loss due to changes
in interest rates. The Group’s interest rate
risk exposure arises predominantly from term
financing in the investment and finance segment
and loans and advances to consumer finance
customers in consumer finance segment and
bank and other borrowings. Interest spreads
are managed with the objective of maximising
spreads to ensure consistency with liquidity and

funding obligations.

Prices of debt securities will be monitored by
reviewing daily quotes from brokers and debt
securities valuation will be performed monthly to
assess the change in fair value for the month.

(iii) Foreign Exchange Risk

Foreign exchange risk is the risk to earnings
or capital arising from movements in foreign

exchange rates.

The Group’s foreign exchange risk primarily
arises from currency exposures originating from
proprietary trading positions, and loan and
advances denominated in foreign currencies,
mainly in Australian dollars, Renminbi, Euros
and British pounds. Foreign exchange risk is
managed and monitored by senior management
of the relevant group companies. The risk arising
from open currency positions are subject to
management approved limits and are monitored

and reported daily.
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27. FINANCIAL RISK MANAGEMENT (CONT’D)

(b) Credit Risk

(0

Credit risk arises from the failure of a customer or
counterparty to meet settlement obligations. As long as
the Group lends, trades and deals with third parties,
there will be credit risk exposure.

The Group’s credit procedures, governed by the
relevant executive committee of the relevant group
companies, sets out the credit approval processes
and monitoring procedures, which are established in
accordance with sound business practices.

For investment in debt securities, basically only
debt securities with sound credit standing would be
considered. Trading accounts are only opened with
reputable security broker/banks.

Liquidity Risk

The goal of liquidity management is to mitigate risk
that a given security or asset cannot be traded quickly
enough in the market to prevent a loss or make the
required profit. Another goal is to enable the Group,
even under adverse market conditions, to actively
manage and match funds inflow against all maturing
repayment obligations to achieve maximum harmony
on cash flow management.

The Group manages its liquidity position to ensure a
prudent and adequate liquidity ratio. This is achieved
by a transparent and collective monitoring approach
across the Group involving the management of the
relevant group companies.

28. CRITICAL ACCOUNTING JUDGMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group’s accounting policies,
the management of the Company are required to make
judgments, estimates and assumptions about the carrying
amounts of assets and liabilities that are not readily
apparent from other sources.

The estimates and associated assumptions are based on
historical experience and other factors that are considered
to be relevant. Actual results may differ from these
estimates.
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for the six months ended 30th June, 2018

#WEE—/FEAA =+ HIEAREA

28. CRITICAL ACCOUNTING JUDGMENTS AND KEY

SOURCES OF ESTIMATION UNCERTAINTY (CONT’D)

The estimates and underlying assumptions are reviewed on
an on-going basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised
if the revision affects only that period or in the period of
the revision and future periods if the revision affects both
current and future periods.

In preparing the unaudited condensed consolidated
financial statements, the significant judgments made by
management in applying the Group’s accounting policies
and the key sources of estimation uncertainty were the
same as those that applied to the audited consolidated
financial statements for the year ended 31st December,
2017, except for expected credit loss allowance as detailed
in notes 3, 14 and 15.

The measurement of ECL under HKFRS 9 across all
categories of financial assets requires judgment, in
particular, the estimation of the amount and timing of
future cash flows and collateral values when determining
impairment losses and the assessment of a significant
increase in credit risk. These estimates are driven by a
number of factors, changes in which can result in different
levels of allowances. At each reporting date, the Group
assesses whether there has been a significant increase
in credit risk for exposures since initial recognition
by comparing the risk of default occurring over the
expected life between the reporting date and the date of
initial recognition. The Group considers reasonable and
supportable information that is relevant and available
without undue cost or effort for this purpose. This includes
quantitative and qualitative information and also, forward-
looking analysis.
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for the six months ended 30th June, 2018
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29. EVENT AFTER THE REPORTING DATE

A buy-back contract was entered into between SHK and
Asia Financial Services Company Limited (“AFSC”) on 20th
July, 2018 relating to an off-market share buy-back by SHK
of 145,000,000 shares of SHK, representing approximately
6.73% of the total number of issued shares of SHK, held
by AFSC. According to the buy-back contract upon
completion, the buy-back price per share of HK$4.75 will
be reduced by HK26 cents (being the aggregate of SHK’s
2017 second interim dividend of HK14 cents per share
paid on 28th June, 2018 and 2018 interim dividend of
HK12 cents per share declared on 15th August, 2018 and
payable on 12th September, 2018) to HK$4.49. The total
consideration will be reduced by HK$37.7 million from
HK$688.8 million to HK$651.1 million. The completion
of the share buy-back will take place on 17th September,
2018 or such other date as SHK and AFSC may agree in
writing. After the completion of the share buy-back, the
Company’s shareholding in SHK will be increased from
approximately 57.29% to approximately 61.43% assuming
there are no other changes in the number of issued shares
of SHK.
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Deloitte

TO THE BOARD OF DIRECTORS OF ALLIED PROPERTIES
(H.K.) LIMITED

Introduction

We have reviewed the condensed consolidated financial
statements of Allied Properties (H.K.) Limited (the “Company”)
and its subsidiaries (collectively referred to the “Group”) set out
on pages 4 to 65, which comprise the condensed consolidated
statement of financial position as of 30th June, 2018 and the
related condensed consolidated statement of profit or loss,
statement of profit or loss and other comprehensive income,
statement of changes in equity and statement of cash flows
for the six-month period then ended, and certain explanatory
notes. The Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited require the preparation
of a report on interim financial information to be in compliance
with the relevant provisions thereof and Hong Kong Accounting
Standard 34 “Interim Financial Reporting” (“HKAS 34”) issued
by the Hong Kong Institute of Certified Public Accountants. The
directors of the Company are responsible for the preparation
and presentation of these condensed consolidated financial
statements in accordance with HKAS 34. Our responsibility
is to express a conclusion on these condensed consolidated
financial statements based on our review, and to report our
conclusion solely to you, as a body, in accordance with our
agreed terms of engagement, and for no other purpose. We
do not assume responsibility towards or accept liability to any
other person for the contents of this report.

Scope of Review

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

Conclusion

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

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

20th August, 2018
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Interim Dividend

The Board does not recommend the payment of an interim
dividend for the six months ended 30th June, 2018 (2017: Nil).

Financial Highlights

RRE:LD:d S

HHRGAERREEZ —F—/FEAA=TH
IEAE A Z AR (R — L4 - ) -

b 255 47 22

Six months ended 30th June,
BEANA=THLAEAR

2018 2017
—B-N\F s
HK$ Million HK$ Million
BEBT A H#ETT
Revenue A 2,369.1 2,059.9
Profit for the period attributable to 2 A B R REAL
owners of the Company ULkl 1,885.2 2,359.6
Equity attributable to owners of the iRl IR
Company at the end of the AN FR
reporting period JREAGHE 2 36,088.7 32,900.0
Return on equity attributable to AR ) JB BRI A HE 2
owners of the Company [ g % 5.2% 7.2%
Earnings per share (el HK27.67 centsi& HK34.64 centsitilll
At At
30th June, 31st December,
2018 2017
R=ZB-N\F h—F LA
AA=t+H +oA=+—H
Net asset value per share attributable 4%/ ] i 5BEAS 55
to owners of the Company YRR HK$5.37& T HK$5.1#:50
Gearing ratio EARAEMELR 29.3% 26.7%
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Financial Results

The revenue of the Group for the period was HK$2,369.1
million (2017: HK$2,059.9 million). The increase is mainly due
to higher interest income arising from loan business and the
consumer finance business.

The profit attributable to the owners of the Company for the
period was HK$1,885.2 million (2017: HK$2,359.6 million), a
decrease of HK$474.4 million, or 20.1%.

The decrease in profit attributable to the owners of the
Company was primarily a mixed result of:—

— lower contribution from associate Tian An China
Investments Company Limited (“TACI");

—  good performance of the principal investments of Sun
Hung Kai & Co. Limited (“SHK”); and

— a higher fair value gain on revaluation of investment
properties of the Group.

Earnings per share

Earnings per share amounted to HK27.67 cents (2017: HK34.64
cents).
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Financial Resources, Liquidity and Capital Structure

The Group is principally financed by cash inflow from
operating activities and banking facilities granted by the banks.
The banking facilities of the Group are reviewed from time to
time and new banking facilities will be obtained or renewed
to meet the funding requirements for capital commitments,
investments and operations of the Group.

The 4.75% US dollar denominated notes (“4.75% Notes”)
are listed on The Stock Exchange of Hong Kong Limited.
The nominal value of the 4.75% Notes after eliminating the
intra-group holdings was US$354.9 million or equivalent
to HK$2,785.1 million (at 31st December, 2017: US$354.9
million or equivalent to HK$2,774.6 million) at the reporting
date.

The 4.65% US dollar denominated notes (“4.65% Notes”)
are listed on The Stock Exchange of Hong Kong Limited.
The nominal value of the 4.65% Notes after eliminating the
intra-group holdings was US$540.8 million or equivalent
to HK$4,244.0 million (at 31st December, 2017: US$540.8
million or equivalent to HK$4,228.0 million) at the reporting
date.

On 5th February, 2018, under the guaranteed medium term
note programme, Sun Hung Kai & Co. (BVI) Limited further
issued HK$245.5 million 3.1% HK dollar denominated notes
(“3.1% Notes”) at discount for a net consideration of HK$245.1
million. The 3.1% Notes will be mature on 5th February, 2019.

The 6.9% Renminbi denominated notes matured in May 2018
and the outstanding balance was repaid.

At 30th June, 2018, the Group’s net borrowings amounted to
HK$10,581.5 million (at 31st December, 2017: HK$9,334.1
million), representing bank and other borrowings and notes
payable totalling HK$14,078.4 million (at 31st December,
2017: HK$12,532.7 million) less bank deposits, bank balances
and cash of HK$3,496.9 million (at 31st December, 2017:
HK$3,198.6 million) and the Group had equity attributable
to owners of the Company of HK$36,088.7 million (at 31st
December, 2017: HK$35,019.2 million). Accordingly, the
Group's gearing ratio of net borrowings to equity attributable to
owners of the Company was 29.3% (at 31st December, 2017:
26.7%).
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Financial Resources, Liquidity and Capital Structure (Cont'd)

MHER RBEERRAEEE(E)

At At
30th June, 31st December,
2018 2017
RZZB-N\&E R_F L4
AA=+tH +-A=t+—H
HK$ Million HK$ Million
BHEBT A EHETT
Bank loans are repayable as follows: SAT R ERBIR T
On demand or within one year R IE R — AR 1,986.7 1,752.9
More than one year but not exceeding —4ELL FAEN
two years F4E 1,916.4 1,395.8
More than two years but not exceeding AR DL EAHOR
five years AR - 309.6
Bank loans with a repayment on demand BARZORMERR O
clause are repayable as follows: SRATER MR R
Within one year —4EN 1,851.8 1,018.0
More than one year but not exceeding —4ERL FEAN
two years WA 56.0 14.0
More than two years but not exceeding AR DA {H R B 48
five years HAF 474.0 -
6,284.9 4,490.3
Other borrowings are repayable HABS B AR
over five years =% 46.6 35.0
Renminbi denominated notes are repayable A R ¥ EE4E A —4F 14
within one year it - 536.5
US dollar denominated notes are repayable 3% 7 2245 £ 35 H R
as follows: mr
Within one year —4N 98.0 92.3
More than one year but not exceeding —4ERL FHOR
five years A 6,945.8 6,930.4
HK dollar denominated notes are BICEHIR — N
repayable within one year s 703.1 448.2
7,746.9 8,007.4
14,078.4 12,532.7

At 30th June, 2018, the current ratio (current assets/current
liabilities) of the Group was 3.0 times (at 31st December, 2017:
3.7 times).

Other than the Renminbi denominated notes, US dollar
denominated notes and HK dollar denominated notes, most
of the bank and other borrowings of the Group are charged at
floating interest rates. There are no known seasonal factors in
the Group’s borrowing profile.
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Material Acquisition and Disposal

There were no material acquisitions or disposals of subsidiaries,
associates or joint ventures during the period.

Segment Information

Detailed segmental information in respect of the revenue and
profit or loss is shown in note 4 to the condensed consolidated
financial information on pages 31 to 33.

Risk of Foreign Exchange Fluctuation

The Group is required to maintain foreign currency exposure
to cater for its recurring operating activities and present and
potential investment activities, meaning it will be subject to
reasonable exchange rate exposure. However, the Group will
closely monitor this risk exposure as required.

Contingent Liabilities

Details regarding the contingent liabilities are set out in note 23
to the condensed consolidated financial statements on page 57.

Pledge of Assets

Details regarding the pledge of assets are set out in note 25 to
the condensed consolidated financial statements on page 58.

Event after the Reporting Date
Details regarding the event after the reporting date are set out in

note 29 to the condensed consolidated financial statements on
page 65.
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Properties
Hong Kong

e The Group'’s rental income from its Hong Kong property
portfolio was at a steady level compared to the same
period in 2017.

e The net gain in the value of the Group’s property portfolio,
including investment properties owned by SHK was
HK$646.2 million during the period, higher than that of
2017 by HK$192.9 million.

e The hotel division reported an increase in average
room rates and occupancies, resulting in an increased
contribution.

e Allied Kajima Limited, the Group’s 50% joint venture,
holding various properties including Allied Kajima
Building, Novotel Century Hong Kong hotel, Sofitel
Philippine Plaza Hotel and the Wanchai Jaffe Road
hotel redevelopment, reported a decrease in its profit
contribution by 43.6% mainly due to lower fair value gain
of its property portfolio during the period. Foundation
work on the Jaffe Road hotel site is in progress.

Mainland PRC

e The profit attributable to the owners of TACI was
HK$836.9 million (2017: HK$1,671.1 million).

e The decrease in profit of TACI was mainly due to the
absence of an one-off gain of HK$1,634.0 million on
disposal of a subsidiary which was recorded in last period.
Although there was no one-off gain from disposal of a
subsidiary, TACI booked substantial sales and contributions
from its ongoing development projects.

e Rental income was up by 20% as compared with 2017,
due to improved yield and additional investment properties
coming on stream.

e There are a total of 15 cyberparks over 12 cities. The
overall contribution of TACI’s cyberpark unit has increased
during the period. Those cyberparks on the Pearl River Delta
have been contributing most and TACI will concentrate on
developing new cyberparks and urban renewal projects in
this region where it has ample manpower and marketing
resources.

e Phase 2 of TACl’s urban renewal project, Tian An Cloud
Park, in Huawei New City Area in the Longgang District of
Shenzhen is under construction and part of the Phase 2 is
expected to be completed in second half of 2018, with the
remaining part to be completed in first half of 2019.

e Asiasec Properties Limited reported a profit attributable
to its shareholders of HK$78.2 million (2017: HK$115.5

million).

(Further details can be found in TACI’s interim report 2018)
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Financial Services
Investment and Finance

e The profit attributable to owners of SHK was HK$1,058.0
million (2017: HK$780.1 million). The better performance
during the period was mainly due to improved contribution
from its principal investment portfolios. A steady
performance from United Asia Finance Limited (“UAF”),
the 58% owned subsidiary of SHK, also contributed
significantly.

e The total investment assets of SHK’s principal investment
portfolio amounted to HK$17,056.3 million at the end of
June 2018 and this division which included the structured
finance business contributed a pre-tax contribution of
HK$680.4 million to SHK (2017: HK$432.3 million).

e Sun Hung Kai Credit Limited (“SHKC”) made a pre-tax
profit contribution of HK$48.8 million (2017: HK$12.3
million). Its loan portfolio reached HK$3 billion at the end
of June 2018 from HK$2 billion at the end of last year.

Consumer Finance

e Profit attributable to owners of UAF for the period
amounted to HK$505.6 million (2017: HK$500.6 million).

e During the period, UAF has adopted a more prudent
approach towards credit approvals in the mainland China
because of worse-than-expected general credit conditions
in the market.

e For UAF’s business in Hong Kong, its contribution for the
first half of 2018 increased steadily during the period.
Business performance remains satisfactory despite keen
market competition.

e At the end of the period, the consolidated consumer
finance gross loan balance amounted to HK$9.7 billion,
representing a decrease of HK$0.1 billion from the end of
2017. During the period, the number of online transactions
under the mainland China business surpassed those offline,
and the initial success of this O20 (“online to offline”)
strategy meant UAF could reduce its physical branch
network. UAF closed 12 branches in mainland China
during the period, leaving 73 branches on the mainland
China operating at the period end and 49 branches in
Hong Kong.

(Further details can be found in SHK’s interim report 2018)
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Employees

The total number of headcount of the Group at 30th June, 2018
was 4,742 (at 31st December, 2017: 5,005). The net decrease
in headcount is mainly the result of the branch consolidation
of UAF in mainland China, as the business migrated further
online. The Group reviews remuneration packages from time to
time. In addition to salary payments, other staff benefits include
contributions to employee provident funds, medical subsidies
and a discretionary bonus scheme.

While significant risk factors such as geopolitical issues and the
pace of the US interest rate hike still remain, the current trade
war between USA and China has added further uncertainty
to the economic outlook. It is expected that there may be
further increases in interest rates and this will continue to exert
pressure upon the local economy.

For the consumer finance business, uncertainties face the
market especially in mainland China. UAF will maintain a
prudent stance in the short term whilst seeking growth and
opportunity for efficiency gains with its O20 strategy.

The limited supply of land of Hong Kong when compared to
demand remains a major issue for the local economy. It is
expected the recent increase in mortgage interest rates will have
a cool down effect on the property market, although the effect
may not be significant.

For the mainland property market, there are ongoing various
measures by the authorities to regulate the high housing
demand and cool down the overheated property market.

With the Group's solid financial position and diversified income
streams, the Board will continue to adopt a prudent approach
in implementing the Group’s stated strategies for the benefit of
the Group and all its shareholders.
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Directors’ Interests

At 30th June, 2018, Messrs. Lee Seng Hui and Steven Samuel
Zoellner, Directors, had the following interests in the shares
or underlying shares of the Company and its associated
corporations, within the meaning of Part XV of the Securities
and Futures Ordinance (“SFO”), as recorded in the register
required to be kept under Section 352 of the SFO:

R REAE

B E—AESNH = H RS R ik
B (385 ZIEGE ) 3526 R e E
Bro AT - 322 s S5 A K Steven Samuel
ZoellnerdEA A A% 28 7] T FAH T [ (R ok
I BN BRI X V) 2 B4y ml R B A 17 o
LA HES -

Approximate % of
Number of  the total number

Name of Directors Name of companies shares interested

of issued shares  Nature of interests

BERG HEBRTROAH

ESpfE NEAEH prd {) ZBRESL BEME
Lee Seng Hui the Company 5,278,911,521 (Note 1) 77.49%  Other Interests
75 Bl KNG (BHRET) HAb S
Steven Samuel Zoellner - the Company 64,402 (Note 3) 0.00% Personal interests (held as beneficial owner)
KNG (BHRE3) fHHE S (DVE S A S A
Sun Hung Kai & Co. 49,200 (Note 4) 0.00% Personal interests (held as beneficial owner)
Limited (“SHK") (HiriE4) I8 AHERR (LA 45 B A 5 A7)
(Note 2)
HEHEA R 2 ]
([T AE ]) (k)

Notes:

1. The interests include the holding of: (i) an interest in 1,973,216,190 shares
of the Company (“Shares”) held by Capscore Limited (“Capscore”); (ii)
an interest in 45,903,120 Shares held by Citiwealth Investment Limited
(“Citiwealth”); (iii) an interest in 2,121,437,331 Shares held by Sunhill
Investments Limited (“Sunhill”); (iv) an interest in 968,354,880 Shares
held by Allied Group Limited (“AGL”); and (v) 170,000,000 Shares held as
holder of security interest by a wholly-owned subsidiary of SHK. Capscore,
Citiwealth and Sunhill are all wholly-owned subsidiaries of AGL while
SHK is an indirect non wholly-owned subsidiary of the Company, which
in turn is a non wholly-owned subsidiary of AGL. AGL was therefore
deemed to have an interest in the Shares in which Capscore, Citiwealth,
Sunhill and SHK were interested. Mr. Lee Seng Hui together with Ms. Lee
Su Hwei and Mr. Lee Seng Huang are the trustees of Lee and Lee Trust,
being a discretionary trust. The Lee and Lee Trust controlled approximately
74.95% of the total number of issued shares of AGL (inclusive of Mr.
Lee Seng Hui’s personal interests) and was therefore deemed to have an
interest in 5,278,911,521 Shares in which AGL was interested.

2. SHK is the indirect non wholly-owned subsidiary of the Company.
Therefore, SHK is an associated corporation of the Company within the
meaning of Part XV of the SFO.

3. This represents an interest in 64,402 Shares.
4. This represents an interest in 49,200 shares of SHK.

5. All interests stated above represent long positions.

Save as disclosed above, at 30th June, 2018, none of the
Directors and chief executive of the Company had any interests
or short positions in any shares, underlying shares or debentures
of the Company or any of its associated corporations, within
the meaning of Part XV of the SFO, as recorded in the register
required to be kept under Section 352 of the SFO or as
otherwise notified to the Company and The Stock Exchange
of Hong Kong Limited (“Stock Exchange”) pursuant to the
Model Code for Securities Transactions by Directors of Listed
Issuers (“Model Code”) as set out in Appendix 10 of the Rules
Governing the Listing of Securities on the Stock Exchange
(“Listing Rules”).
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Substantial Shareholders’ and Other Persons’
Interests

To the best of Directors’ knowledge, at 30th June, 2018, the
following shareholders of the Company had interests in the
shares or underlying shares of the Company as recorded in the
register required to be kept under Section 336 of the SFO:

R R A AR

FEHTA > N T/ ENA=ZTH - R
7 B B G B 2R 3 3 66 B A2 BT A 2 Bk s i
JIT A AL ) A5 R B A 17 25 2 AR/ ]
JEEH AR -

Approximate % of

Number of the total number
Name of shareholders shares interested of issued shares Notes
BT
BERSG 1D EE =z
REERE Z#H BHED i
Allied Group Limited (“AGL") 5,278,911,521 77.49% 1
A EEARAF ([BE4ERE )
Lee and Lee Trust 5,278,911,521 77.49% 2,3
Notes: [fteE -

1. The interests include the holding of: (i) an interest in 1,973,216,190 shares
of the Company (“Shares”) held by Capscore Limited (“Capscore”); (ii)
an interest in 45,903,120 Shares held by Citiwealth Investment Limited
(“Citiwealth”); (iii) an interest in 2,121,437,331 Shares held by Sunhill
Investments Limited (“Sunhill”); (iv) an interest in 968,354,880 Shares held
by AGL; and (v) 170,000,000 Shares held as holder of security interest
by a wholly-owned subsidiary of Sun Hung Kai & Co. Limited (“SHK”).
Capscore, Citiwealth and Sunhill are all wholly-owned subsidiaries
of AGL while SHK is an indirect non wholly-owned subsidiary of the
Company, which in turn is a non wholly-owned subsidiary of AGL. AGL
was therefore deemed to have an interest in the Shares in which Capscore,
Citiwealth, Sunhill and SHK were interested.

2. This represents the same interests of AGL in 5,278,911,521 Shares.

3. Mr. Lee Seng Hui, Director, together with Ms. Lee Su Hwei and Mr. Lee
Seng Huang are the trustees of Lee and Lee Trust, being a discretionary
trust. The Lee and Lee Trust controlled approximately 74.95% of the total
number of issued shares of AGL (inclusive of Mr. Lee Seng Hui’s personal
interests) and was therefore deemed to have an interest in the Shares in
which AGL was interested.

4. Allinterests stated above represent long positions.
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CORPORATE GOVERNANCE CODE

During the six months ended 30th June, 2018, the Company
has applied the principles of, and complied with, the applicable
code provisions of the Corporate Governance Code and
Corporate Governance Report (“CG Code”) as set out in
Appendix 14 of the Listing Rules, except for certain deviations
which are summarised below:

Code Provisions B.1.2 and C.3.3

Code provisions B.1.2 and C.3.3 of the CG Code stipulate that
the terms of reference of the remuneration committee and audit
committee should include, as a minimum, those specific duties
as set out in the respective code provisions.

The terms of reference of the remuneration committee
(“Remuneration Committee”) adopted by the Company
are in compliance with the code provision B.1.2 of the CG
Code except that the Remuneration Committee shall make
recommendations to the Board on the remuneration packages
of the Executive Directors only and not senior management (as
opposed to executive directors and senior management under
the code provision).

The terms of reference of the audit committee (“Audit
Committee”) adopted by the Company are in compliance with
the code provision C.3.3 of the CG Code except that the Audit
Committee (i) shall recommend (as opposed to implement
under the code provision) the policy on the engagement of
the external auditors to supply non-audit services; (ii) only
possesses the effective ability to scrutinise (as opposed to
ensure under the code provision) whether management has
performed its duty to have effective risk management and
internal control systems; and (iii) can promote (as opposed to
ensure under the code provision) the co-ordination between the
internal and external auditors, and check (as opposed to ensure
under the code provision) whether the internal audit function is
adequately resourced.

The reasons for the above deviations were set out in the
Corporate Governance Report contained in the Company’s
Annual Report for the financial year ended 31st December,
2017. The Board considers that the Remuneration Committee
and the Audit Committee should continue to operate according
to the relevant terms of reference as adopted by the Company.
The Board will review the terms at least annually and make
appropriate changes if considered necessary.
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CODE OF CONDUCT REGARDING SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code as its code of
conduct regarding securities transactions by the Directors. All
Directors have confirmed, following a specific enquiry by the
Company, that they have fully complied with the required
standard as set out in the Model Code throughout the period
under review.

CHANGES IN DIRECTORS’ INFORMATION

Pursuant to Rule 13.51B(1) of the Listing Rules, the changes in
information on Directors are as follows:

Positions held with the Company and other members of the
Group

Mr. Li Chi Kong (“Mr. Li”) retired from his positions as an
Executive Director and a member of the Executive Committee
and was re-designated as a Non-Executive Director of the
Company both with effect from 1st July, 2018. Also from the
same date, Mr. Li has become general consultant to Allied
Group Limited (“AGL”, the Company’s holding company).

Change in proposed length of services with the Company

Prior to Tst July, 2018, no service contract or letter of
appointment was entered into between Mr. Li and the
Company. Subsequent to the re-designation on 1st July, 2018, a
letter of appointment was entered into between Mr. Li and the
Company for a specific term commenced from 1st July, 2018
and expiring on 30th June, 2020, subject to retirement and
re-election at the annual general meetings of the Company in
accordance with the Articles of Association of the Company or
any other applicable laws from time to time whereby a Director
shall vacate his office.
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CHANGES IN DIRECTORS’ INFORMATION (Cont’d)

Changes in Directors’ emoluments and the basis of
determining Directors’ emoluments

As informed by AGL, the monthly salaries of the Chief Executive
and Executive Director, namely Mr. Lee Seng Hui, and an
Executive Director, namely Mr. Mark Wong Tai Chun, were
increased by approximately 32% and 4% respectively with
effect from 1st January, 2018 as compared with 2017. From
1st July, 2018, the management services fees to be charged
by AGL to the Company in respect of Mr. Li’s new position in
the Company is currently estimated to be HK$520,000 on an
annual basis.

The change in emoluments of the Chairman, namely Mr. Arthur
George Dew, was attributable to the 3% increase of services fee
with effect from 1st January, 2018 as compared with 2017.

Bonuses for the year ended 31st December, 2017 were paid
to the Chairman, namely Mr. Arthur George Dew, the Chief
Executive and Executive Director, namely Mr. Lee Seng Hui,
and two Executive Directors, namely Messrs. Li Chi Kong
and Mark Wong Tai Chun, by AGL. Of the total bonuses paid
by AGL, the amounts of HK$1,233,000, HK$21,983,000,
HK$903,000 and HK$827,000 for Messrs. Arthur George
Dew, Lee Seng Hui, Li Chi Kong and Mark Wong Tai Chun
respectively were allocated and charged to AGL’s listed
subsidiaries, including the Company.

All such remuneration is directly paid by AGL and allocated
and charged to AGL’s listed subsidiaries, including the
Company, pursuant to the sharing of administrative services
and management services agreement entered into between AGL
and its listed subsidiaries, including the Company.

Save as disclosed above, upon specific enquiry made by the
Company and following confirmations from Directors, there is
no change in the information of the Directors required to be
disclosed pursuant to Rule 13.51B(1) of the Listing Rules since
the Company’s last published annual report.

The Audit Committee has reviewed with management the
accounting principles and practices adopted by the Group
and discussed internal controls and financial reporting matters
including a general review of the unaudited interim financial
report for the six months ended 30th June, 2018. In carrying
out this review, the Audit Committee has relied on a review
conducted by the Group’s external auditors 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, and on the interim results
announcements of the listed associates, as well as reports
obtained from management. The Audit Committee has not
undertaken detailed independent audit checks.
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Purchase, Sale or Redemption of Shares

Neither the Company nor any of its subsidiaries had purchased,
sold or redeemed any of the Company’s shares during the six
months ended 30th June, 2018.

On behalf of the Board
Arthur George Dew
Chairman

Hong Kong, 20th August, 2018
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