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The Leader in Construction, Property and
Related Services.

RREE  BHENMBERBNITRRESE -

We are committed to:
A REEOIE

e creating value for our customers and delivering
quality services at world-class standard; and

REFPAGEBEMRHIERFNEERS &

e delivering value to our shareholders through
maximising market share and returns.
BATISEAEERREFE®R RRRGEES
HEE-

Heart and Harmony
ELEE MEXD

e We strive for perfection through service from the heart and
work harmoniously together by complementing and
supplementing each other.

BREOBRE NBRE WHHAD BUTHES-

Can-do attitude and Commitment to quality
LEETR BEAE

e We uphold a can-do attitude with integrity and are committed
to delivering quality that will earn the respect and loyalty of
our stakeholders.

HABHLEBBRNOREE BTAERENGES  LREMA
BERT I ENEEEEH -
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Management Discussion and Analysis
EEENWR DN

A. REVIEW OF BUSINESS AND PROSPECTS

1.

A EBEOERmR

Financial Overview 1. HMEEE
Six months ended 30 June Change
HEcA0HLEAER -] ]
2018 2017 Amount %
3]
(In HK$ million) (Unaudited) (Unaudited)
(BERET) (REER) (REEER)
Revenue Wz 2,650 3,437 -987 -29%
Revenue - excluding NSC* 25— R HENSCH 2,440 3,386 -946 -28%
Gross Profit £ 118 % 2 23%
Gross profit margin Ef® 4.8% 2.8% 2.0%
Gross profit margin - excluding NSC* & — T B FENSCH 48% 2.8% 2.0%
Fair value gain/(loss) on investment REMEDAEBLZ
properties Wiz (BE) 412 (289) 700 243%
Provision for impairment of properties ~ ZEH¥)%
under development RERE (861) (515) -346 -67%
EBITDA EBITDA (662) (1,124) 462 1%
Net finance cost RERKAFE (150) (139) N -8%
Loss attributable to shareholders BRI IE (705) (1,087) 382 35%
Basic loss per share (in HK cents) BREAER
(EEAL) (12.4) (19.0 6.6 35%
Interim dividend (in HK cents) FERRR S (B - - N/ATRER N/AR &R
Note: Pt -

#

("NSC”)
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Nominated subcontractors’ work of Macau Galaxy Resort Phase 2 project
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Business Overview

Hsin Chong is an integrated construction and property group
in the region, which pursues a strategic transformation in its
business portfolio by establishing a dynamic property company.
While we await the property business to deliver significant revenue
contribution to the Group, our Group's construction business

remained profitable.

Management Discussion and Analysis
EEENmE DM

2. ¥EBEE

ERERANGEREMMERE MEHER
Y-HEERBENNMERR] SHKEREE
BHEANRIKEL - AR PEISYEREBRA
SERREAM S BB R AEE 2 #E
EBNRNEN T E -

Six months ended 30 June Change
HE6A0ALEAER )]
(In HK$ million) 2018 2017 Amount %
(BEEET) &
Revenue ) §
Construction — excluding NSC BiE—- T IENSC 2,388 3,353 -965 -29%
Property development and investment ~ #1¥% R R E 52 33 19 58%
2,440 3,386 -946 -28%
Construction — NSC B —NSC 10 51 -41 -80%
2,450 3,437 -987 -29%
Gross profit £
Construction fe3c 87 85 2 2%
Property development and investment ¥ 2% E K iT & 3 1 20 182%
118 9% 22 23%
EBITDA EBITDA
Construction BiE 17 13 4 31%
Property development and investment ~ ¥1% %R R E (618) (1,079 461 43%
Corporate overhead and others rELEEARED (61) (58) -3 -5%
(662) (1,124) 462 %
Gross profit margin (excluding NSC) ~ EFI% (REHENSC)
Construction fec 3.6% 25%
Property development and investment ¥ 2% E R iT & 59.6% 333%

FEEEERERAT PHEKE2018 3
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Management Discussion and Analysis
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2.1

Construction Business Review

During the first half of 2018, the Construction Division
received total new orders of HK$23 million (2017: HK$136
million), including the following contracts:

(i) a construction management contract in Malaysia for
a residential development project located at Genting
Sempah, comprises of 41-storey twin residential towers
and a multi-storey carpark; and

(i) a MVAC and fire services installation for Ex-Central
Police Station Compound.

As of 30 June 2018, the outstanding workload (excluding
NSC) reported HK$4.7 billion. Among all the contracts on
hand, 89% were from the public sector and MTR; and 11%
were from private clients.

(i) Government & Public Institutions: M+ Museum Main
Works Contract at West Kowloon Cultural District,
Design & Construction of Kowloon East Regional
Headquarters and Operational Base cum Ngau Tau
Kok Divisional Police Station and Civil Engineering and
Development Department; and

(i) MTR Corporation: Elevated Road along LOHAS Park
Road and the Pedestrian Footbridge FBI and Shatin to
Central Link contract for Sung Wong Toi and To Kwa
Wan Stations and Tunnels.

On 17 August 2018, Hsin Chong Construction Company
Limited received a termination notice of the M+ Museum
Main Works Contract from the employer, the West Kowloon
Cultural District Authority, allegedly based on their concerns.
Had this Contract been excluded, the outstanding workload
(excluding NSC) at the end of this reporting period would
reduce from HK$4.7 billion to HK$2.3 billion.

The Hong Kong Ocean Park Marriott Hotel
EEEFARSTEE
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2.2

During the period under review, the Group’s core
Construction Business recorded revenue (excluding NSC)
of HK$2.4 billion (2017: HK$3.4 billion) and gross profit of
HK$87 million (2017: HK$85 million). The revenue for the
period decreased by 28% comparing to that of last year
and the gross profit increased by 2%, our gross margin then
increased by 1.1 percentage point to 3.6%.

Property Development and Investment Business
Review

Over the course of last few years, Hsin Chong has pursued
a strategic transformation in its property business portfolio.
Currently, the Group has two completed properties in the first-
tier cities of Beijing and Guangzhou and four properties under
development in Foshan, Tai'an, Tianjin and Tieling.

During the period under review, this division delivered a
revenue of HK$52 million and a gross profit of HK$31 million.

Property Portfolio
Completed properties for investment and/or sale
(i)  New Times Plaza, Beijing

The property is a commercial development, comprising
15 storeys aboveground and 3 storeys of basement.
The shopping mall and car park occupy 9 floors of the
property (from 3rd floor of the basement to 6th floor)
with a total gross floor area (“GFA") of 55,798 square
metres (“sqm”). The apartments are located on the
7th to 15th floors of the property. As at 30 June 2018,
approximately 11,962 sqm of GFA are available for sale
or lease.

As of 30 June 2018, the occupancy rate of the shopping
mall was more than 90%. The contribution has been
improving since acquisition. The New Times Plaza has
generated stable rental and related income for the
period.

(i) Xiyang Computer City, Commercial Portion of Tian
Cheng Ming Yuan

The property, which consists of a commercial property
and a car park with around 325 carparking spaces, has a
total GFA of 26,306 sgm.

Management Discussion and Analysis
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Management Discussion and Analysis
EEENmE DN

Property under development

0

Foshan Hsin Chong Town

Foshan Hsin Chong Town project is located at the
“Ninety-Ninth Hill” of Dushugang, Lubao Town, Sanshui
District of Foshan City. The project is 40 kilometers east
to the downtown of Guangzhou and close to Hong
Kong and Macau in the south. With the established
three-dimensional transportation network in the
surrounding area, it only takes one hour to get to main
cities in the Pearl River Delta Economic Zone, including
Guangzhou, Shenzhen, Zhuhai, Dongguan, Zhongshan,
Yunfu, Zhaoging, Huizhou, Qingyuan and Jiangmen,
directly covering more than 100 million consumers in
Greater Bay Area.

The planned core layout includes Venice water town,
super five star resort hotel, featured shopping center,
children’s playground, experience education base,
wedding celebration square, hot spring, golf course,
regional commercial facilities, service apartment, high-
end residential area, egret nature reserve, etc.

The project is positioned as a fashion shopping center
and tourist destinations of short vacations in the Pearl
River Delta targeted at Guangzhou and Foshan in the
short term, and the health preservation resort targeted
at Guangdong and the whole country in the medium
and long-term (the second residence for improved living
conditions in Guangdong Province, and suitable for
health preservation of northern tourists in winter).

The retail outlets with an area of approximately 98,588
sgm was put into trial operation on 28 April 2017, and
opened for business on 29 May 2017, attracting more
than 500,000 customers in the first three days. The
wedding plaza and the pet paradise were completed
in 2017, and are currently in normal operation. The
ancillary facilities, such as the club, catering service,
container hotel and happy farm have been completed
and put into operation. The water entertainment
facilities such as the water park, sightseeing boat and
fishing have been put into use. The construction of the
commercial residence project with an area of 83,000
sqm is in process, which is expected to satisfy the pre-
sales conditions in October this year. The project has
been initially positioned as the first recreation and
shopping resort town in Guangzhou-Foshan area.

6 Hsin Chong Group Holdings Limited Interim Report 2018
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(i)

(iii)

Tai‘an project

The project is located in the new town in the south of
Tai'an city, Shandong Province —Tai'an New and High
Tech Industrial Development Zone. It is 70 kilometers
from Ji'nan city in its north, approximately 12 kilometers
from Dongyue Street in the downtown area of Tai'an
city, and 14 kilometers from the trailhead of Mountain
Taishan. The project includes commercial properties with
a total GFA of approximately 274,977 sqm. The project
aims at building an integrated commercial complex
featured with tourism and leisure element by integrating
traditional business and tourism industry. Based on this
comprehensive development framework, the tourism
and leisure-oriented project will develop a variety of
ancillary facilities integrating various functions such as
recreation, leisure, sports, health preservation, catering,
and retail, etc. As at the date of this report, a total of 34
blocks of two-storey commercial retail outlet mall with a
total GFA of over 100,000 sgm are under construction.

Commercial development project, Tianjin

The project is located in the core area of Tianjin Binhai
Free Trade Zone, adjacent to Haihe River on three fronts.
The project is planned to have two core themes: the first
theme is to build a world famous cultural relics industry
service zone centered on cultural relics exhibition,
identification, transaction and supporting finance; the
second theme is to build a children’s education and
entertainment industry base centered on research and
development, application, experiment and promotion
of augmented reality and virtual reality technology.
There are supporting functions such as office, catering,
entertainment and business for core themes, all of which
are still in the planning stage.

Hsin Chong Outlet Mall - Foshan
B LL T B 5 R AR AR
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Management Discussion and Analysis
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(iv) La Viva, Tieling

La Viva, Tieling is located alongside the south bank
of Fanhe River in the Tieling New Town, 8 kilometres
north to the old town and over 30 kilometres south to
the downtown of Shenyang city. The project includes
numerous facilities such as retail, entertainment, tourist
attractions, hotel, international school, water park,
residence, office buildings and conference and exhibition
facilities. It covers an area of 180 hectares and a total
GFA of approximately 3 million sgm.

Residential development Phase 1 owns a total saleable
area of approximately 225,000 sgm. Upon completion,
there will be a total of 2,100 units available for sale, with
average size per unit of 107 sgm. The residential sales
will be tied with the phased opening of the retail outlets
and water park.

Phase 1 of the commercial development of La Viva
comprises exhibition centre, banquet hall, club house,
outlet mall and a water park which is one of the key
components of the unparalleled La Viva experience. It
will be the first round-the-year water recreation facility in
the northeast region of PRC. The total GFA of the Phase
1 commercial development approximates to 214,743
sqm.

Looking Forward

The Group's financial situation has been restraining its ability to
obtain new projects since the beginning of the year, which resulted
in decrease of the Construction Business’ turnover. This in turn
cause reduction in the Group's cashflow and increase the financing
cost.

Hsin Chong has pursued strategic measures include but not limited
to disposal of assets and refinance the current facilities to restore
the Group's cashflow and liquidity. During such restoration period,
the management notice and foresee that (i) the operating progress
of various projects may be affected; (ii) short term financing cost
may increase; (i) new tenders will be restricted until the cashflow
and liquidity of the Group restored; and (iv) key staffs turnover may
increase.

The Company is currently in discussions with Poly Property Group
Co., Limited (Stock Code: 00119) (the “Potential Investor”), which
has expressed an interest in investing in the Company’s equity
securities, details of which had been disclosed in the Company’s
announcement dated 2 and 18 May 2018.

Hsin Chong Group Holdings Limited Interim Report 2018
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Construction business

In the coming five years from 2019-20 to 2023-24, Hong Kong
is expected to have 25 sites available for production of more than
60,000 flats of which more than 80% are for public housing.

With Hsin Chong’s leading construction industry position and
remarkable track record in Hong Kong, we strive our best to take
part in the city’s infrastructure and building plans.

On 29 August 2018, the Company and an independent third party
(the “Purchaser”) entered into a non-legally binding memorandum
of understanding (“MOU") in relation to the potential disposal
of the entire issued share capital of Hsin Chong Construction
Company Limited (“HCC"”), a wholly owned subsidiary of the
Company. Based on the MOU, the Purchaser may provide financial
support in the amount of HK$600 million as working capital for
the projects of HCC. Details of the MOU had been disclosed in the
Company's announcement dated 29 August 2018.

After the Group manages to sort out its current financial issues, Hsin
Chong, as one of Asia’s longest-standing construction groups with
its firm foundation in the industry, will continue to strengthen our
solid position to sustain further successes in Hong Kong.

Apart from the public sector, we will also pay our attention to
high-end private sector customers with our professionalism and
corporate tradition. We have been a major player in Hong Kong's
infrastructural development, and will continue to focus our efforts
on soliciting new opportunities in the competitive construction
market.

PRC Property business

Hsin Chong is experiencing a strategic transformation in diversifying
our business segment with the expansion in PRC property
development. We hope to grasp the new opportunities in the
Mainland China’s fast developing property market to form new
profit-making points.

()  New Times Plaza, Beijing and Xiyang Computer City
(Commercial Portion of Tian Cheng Ming Yuan)

The Group is actively seeking opportunities to dispose the two
projects entirely in 2018 to realise value to stakeholders and
improve the Group's cashflow position.

Management Discussion and Analysis
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(i) Foshan Hsin Chong Town
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(iii)

The Company is applying for related licenses for the low
density residence with an area of approximately 24,000 sqm,
which is expected to be completed and commence its pre-
sales in the end of this year. The commercial residence projects
with an area of 83,000 sgm are expected to be available for
sales in the end of this year upon satisfaction with pre-sales
conditions. It is planned that the construction of the low
density residence project for sales with an area of 130,000
sgm will be commenced in the second half of 2018, and that
the construction of the commercial residence project for sales
with an area of 510,000 sgm will be commenced in 2019,
which will realise continuous cash inflow upon satisfaction
with pre-sales conditions.

The supporting facilities for Outlets Business will be further
improved in the second half of 2018 to attract more
customers and increase revenue.

Meanwhile, the project will continue with the application
for “Featured Town” in the second half of 2018, in order to
obtain the special support from the State in terms of policies
and financing.

The Company has recently successfully negotiated with a
PRC Real Estate Partner (“the Real Estate Partner”) on a
Cooperation Framework Agreement (“Foshan Framework
Agreement”) in relation to: (1) share arrangements; (2)
project re-financing; (3) project management and (4) property
sales of the Company's real estate project in the Guangdong
Foshan Sanshui District.

Should a co-operation agreement be signed with the Real
Estate Partner, the Company will work closely with them to
reduce project development and finance costs and speed up
the development process, thereby enhancing the value of
the project and creating better commercial value which will
benefit the adjacent communities.

Tai‘an project

The Company plans to complete the commercial project under
construction with an area of over 100,000 sgm in the second
half of 2019, and finalise the planning scheme of apartment
for sales with an area of 175,000 spm, which will commence
development and construction and ready for sales in the
second half of 2019.

Hsin Chong Group Holdings Limited Interim Report 2018
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(iv) Commercial development project, Tianjin

v)

An underwriting contract in respect of the project has been
signed with a state-owned enterprise. It not only solved
the funding of the construction of the project, but also
solved the sales problem of the saleable property of the
project. According to the underwriting contract, the project
will soon provide the Group with continuous cash inflow.
It is also worth mentioned that the project is intended to
introduce the world’s third “bank of cultural relics”, which
will add substantial commercial value to the project and be
beneficial to the significant increase of value of our self-owned
properties.

La Viva, Tieling

The Phase | residence with an area of 225,000 sgm will be
available for sale in 2018. The Company plans to cooperate
with powerful institutions to increase the capital investment in
projects, liquidise assets and optimise the model of operation
in 2018.

Meanwhile, the Company will continue with the application
for “Featured Town” in 2018 with an aim to obtain the
special support from the State in terms of policies and
financing.

University of Saint Joseph
EEBARE
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International Infrastructure Business — Belt and Road
Initiative

The International Infrastructure Business Division continues its
success in building up business relationships and connections with
key ministers and Consul Generals of various overseas countries
with the objectives of exploring and pursuing opportunities in Asia,
Africa, Europe, Middle East and South America.

Pivoting on its competitive advantages in project management,
construction management and contract administration, Hsin Chong
further expands its international business by promoting connectivity,
integrating and creating a regional economic cooperation
framework under the Belt and Road Initiative.

Green Building and Sustainability Concept

Green building, which is designing and constructing buildings using
eco-friendly materials and techniques, will continue to influence
the global construction industry in 2018. The social trends such as
sustainable and healthy living are set to shape in future years. As
an influential construction industry leader in Hong Kong, we hope
to act as a pioneer on sustainable development to maintain our
superior position.

Financial Position

The Group monitors its liquidity requirements and arranges
refinancing of the Group’s borrowings when appropriate. As of 30
June 2018, the total debts were HK$14.7 billion of which HK$9.9
billion were from entrusted loans, HK$3.5 billion were from senior
notes, HK$770 million were from other loans and HK$27 million
were from private bonds. Total bank borrowings were at HK$530
million.

As of 30 June 2018, cash and bank deposits stood at HK$412.4
million (31 December 2017: HK$1,179.6 million).

Net gearing, representing net debt over tangible net assets (net
assets less intangible assets) as at 30 June 2018, was 134% (31
December 2017: 114%).

Based on the current financial position, the Group has taken
various measures to improve its liquidity including disposal of assets,
refinancing current facilities, and in active negotiation with holders
of the senior notes for a consensual restructuring plan.

Hsin Chong Group Holdings Limited Interim Report 2018
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Funding cost

The Group's bank borrowings are charged at a spread to floating
interest rates. Interest on the other borrowings including entrusted
loans for PRC properties and other loans are subject to fixed interest
rate.

Pledge of assets

As at 30 June 2018, the Group pledged its investment properties
with carrying amount of HK$9,686 million (31 December 2017:
HK$9,210 million), property, plant and equipment and leasehold
land with carrying amount of HK$1,762 million (31 December
2017: HK$1,794 million), properties under development with
carrying amount of HK$7,933 million (31 December 2017:
HK$8,746 million), stocks of properties with carrying amount of
HK$558 million (31 December 2017: HK$562 million) and bank
balances with carrying amount of HK$60 million (31 December
2017: HK$392 million), and its equity interest in certain subsidiaries,
as collaterals to various banks, financial institutions and other third
parties to secure its borrowings.

Exposure to fluctuations in exchange rates and related
hedges

The Group operates in Hong Kong, Macau, the PRC, Saipan and
Cambodia with most of the transactions denominated and settled
in local currencies. Foreign exchange risk exposure arising from the
Group’s operation in Macau and the PRC is monitored by proper
synchronisation of receipts and payments in different operating
currencies. For the Group’s companies with USD as functional
currency, it is not expected that there are any significant movements
in the USD/HKD exchange rate as the HKD is pegged to the USD.
As at 30 June 2018, the Group did not use any derivative financial
instruments to hedge its exposure to foreign exchange risk (31
December 2017: nil).

Commitments

As at 30 June 2018, the Group had capital commitments in
respect of contracted but not provided for capital expenditures
on properties under development, commercial properties under
development under investment properties and construction in
progress under property, plant and equipment and leasehold land
amounting to HK$2,521 million (31 December 2017: HK$2,569
million).
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9. Contingent liabilities

At 30 June 2018 and 31 December 2017, the Group is subject
to various claims on liquidated damages of certain construction
contracts during the normal course of business. The Directors are
of the opinion that the Group has applied extension of time to
mitigate the liquidated damages and any resulting liability would
not materially affect the financial position of the Group.

INTERIM DIVIDEND

To preserve funds for the Company, the Board has resolved not to declare
the payment of an interim dividend for the six months ended 30 June
2018 (30 June 2017: nil).

HUMAN RESOURCES

As at 30 June 2018, the total number of employees in the Group was
1,614 full time staff, which included staff in different business segments,
such as construction, property development, international business and
related services. They are employed in Hong Kong, Macau and Chinese
Mainland, and overseas countries.

The Group adopts sound policies of management incentives and
competitive remuneration, which align the interests of management,
employees and Shareholders. The chief asset of the Group remains
the skills and expertise of our loyal staff and we have rightly invested
much time and effort in the selection, training, retention and personal
improvement of our staff.

The Group sets its remuneration policy by making reference to the
prevailing market conditions and a performance-based reward system.
It is to ensure that the Group is able to attract, retain and motivate
executives of the highest caliber, which is essential to the successful
leadership and effective management of the Group. The performance
measures are balanced between financial and industrial comparatives.
The components of the remuneration package consisted of base salary,
allowances, benefits-in-kind, fringe benefits including medical insurance
and contributions to pension funds, as well as incentives like discretionary
bonus, participation in share option scheme and long-term rewards.

Hsin Chong Group Holdings Limited Interim Report 2018
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Condensed Consolidated Interim Income Statement

RS Rl E R

For the six months ended 30 June 2018
#H E2018F6H30H IE/XEA

Unaudited
Six months ended 30 June
RIEER
#HFE6A30HIEREAR
2018 2017
Notes HK$’000 HK$'000
B 5T BRTT BT T
Revenue g 5 2,450,068 3,436,563
Cost of sales SHEKA 10 (2,332,134) (3,340,732)
Gross profit EF 117,934 95,831
Other losses, net HibEig E%E 7 (109,238) (110,106)
Fair value gain/(loss) on investment properties & ¥ A REWES (E18) 412,033 (287,664)
Provision for impairment of properties under %% /& Fh 4 2 B (B B
development (860,955) (515,349)
Net exchange gain/(loss) & e, (B518) /F 58 26,085 (36,220)
Selling and general administrative expenses HER—RITHAX (286,100) (325,458)
Amortisation of intangible assets EREES (14,911) (10,323)
Interest income B A 26,900 24,503
Interest expenses FMERX 8 (177,058) (163,264)
Loss before taxation Br75 A g 18 (865,310) (1,328,050)
Taxation I8 9 222,904 256,513
Loss for the period ARHAE &R 10 (642,406) (1,071,537)
(Loss)/profit attributable to: fE1E (B518) /a8 F):
Equity holders of the Company AAREREEA (704,973) (1,086,726)
Non-controlling interests FEPERR 62,567 15,189
(642,406) (1,071,537)
Loss per share (HK cents) BREE (BB
Basic AR 1" (12.4) (19.0)
Diluted BE 11 (12.4) (19.0)
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Condensed Consolidated Interim Statement of Comprehensive Income

AR EFHEEKER

For the six months ended 30 June 2018
#H £2018%F6H30H IE/XMAA

Unaudited
Six months ended 30 June
RIEFEX
#E6A308 1L ER
2018 2017
HK$’000 HK$'000
BETT BT T
Loss for the period TR (642,406) (1,071,537)
Other comprehensive income Hthz2mk
Items that will not be reclassified to profit or loss: TEET A EAED A -
Fair value gain on leasehold land and building HETHEREF 2 AN ENE - 32,924
Deferred tax on fair value gain of leasehold HELHREFAABREZ
land and building IEREFRLIE - (5,432)
Fair value loss on financial asset at fair value RAAER AR E W
through other comprehensive income WS EEZ ARAERE (1,485) =
Deferred tax on fair value loss of financial asset at BARER AEMEE W
fair value through other comprehensive income PR EEALBEBRZ
BT IR 37 -
Items that may be subsequently reclassified to E g A[geEF M B8 wm
profit or loss: ZHE
Fair value gain on available-for-sale AL ERBEEZ
financial asset NAERE - 159
Deferred tax on fair value gain of AL ENBEEAAE
available-for-sale financial asset Was 2 BEFIR - (40)
Exchange differences arising on translation of BMEBINEBEECIER =58
foreign operations (114,028) 444,162
Other comprehensive income FHMEMNBRRERZ
for the period, net of tax Ht2mka (115,142) 471,773
Total comprehensive income FHIFEMRRARZ
for the period, net of tax 2EKkE8HE (757,548) (599,764)
Total comprehensive income attributable to: B2mkaE:
Equity holders of the Company RArESFEA (811,036) (632,564)
Non-controlling interests FEIE IR M = 53,488 32,800
(757,548) (599,764)
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Condensed Consolidated Balance Sheet

HHGRSEERER

As at 30 June 2018

20186 H30R
Unaudited Audited
30 June 31 December
2018 2017
RKEER A%
20185 20174
6A30H 12A31H
Notes HK$’000 HK$'000
P EE BRTT ST T
Non-current assets EREBEE
Property, plant and equipment and Vs wBERZER
leasehold land HELTH 2,376,851 2,486,922
Investment properties wEYHE 13 11,697,203 11,317,718
Intangible assets B AE 175,630 186,018
Financial asset at fair value through BAREFAHRMEE
other comprehensive income W G EE 26,479 =
Available-for-sale financial asset AREE B EE - 27,964
Receivables and prepayments YRR RN & 15 352,916 534,203
Deferred tax assets FEEFIBEE E 5,064 5,044
14,634,143 14,557,869
Current assets MENEE
Properties under development BREPYE 14 16,082,197 15,916,556
Stocks and contracting work-in-progress FEREEPTE 575,529 2,007,585
Contract assets EHEE 2,279,343 =
Receivables and prepayments FEWER R R IFEN & 15 1,291,755 2,524,837
Amounts due from non-controlling interests UK FE R A% A 2 SN 0E 1,992 2,250
Amounts due from other partners of U EEE 2
joint operations HE A ERMHEFIE 9,239 8,369
Tax recoverable EIqEEhE 7,223 7,277
Deposits, cash and cash equivalents ER-BHekERREIER 352,431 784,137
Restricted cash SRR HI3E & 59,983 395,454
20,659,692 21,646,465
Current liabilities mEAE
Bank loans RITER 16 (530,376) (1,039,886)
Other borrowings Hinfg & 19 (10,694,364) (7,224,732)
Senior notes BERE 18 (3,487,500) (2,317,069)
Private bonds LEEH 19 (27,200) =
Payables and accruals RS K BT E A 17 (4,643,266) (5,583,736)
Contract liabilities EHEE (233,554) -
Amounts due to other partners of R ERLE 2
joint operations Hih & ERHRIE (43,103) (44,772)
Current tax liabilities EHHIBEAE (97,858) (89,180)
(19,757,221) (16,299,375)
Net current assets mEEERE 902,471 5,347,090
Total assets less current liabilities HEERRHAR 15,536,614 19,904,959
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Condensed Consolidated Balance Sheet

HRGEEEEER
Unaudited Audited
30 June 31 December
2018 2017
FEER Rz
20185 20174
6A30H 12A31H
Notes HK$’000 HK$'000
MisE BT PE T IT
Non-current liabilities ERBAR
Other borrowings HpfEE 19 - (2,115,044)
Senior notes BREEE 18 - (1,141,161)
Private bonds LEES 19 - (21,903)
Long service payment liabilities RERBEAE (2,943) (2,943)
Deferred tax liabilities FEEFRIBEE (4,657,466) (4,918,922)
Totalnon-current liabilities ~~ sFmBR\#Rst 0000000 (4660409) (8,199,973)
Net assets HEPE 10,876,205 11,704,986
Equity a2
Capital and reserves attributable to ELTFERSE AEWN
the Company’s equity holders BE R G R
Share capital i 20 1,141,084 1,141,084
Other reserves HAbE 9,274,338 9,391,099
(Accumulated losses)/retained profits (ZR&HEE) MREHEF (424,640) 340,868
9,990,782 10,873,051
Non-controlling interests JEERER 885,423 831,935
Total equity Rt 10,876,205 11,704,986
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Condensed Consolidated Interim Statement of Cash Flows

FRGEPHRESRER

For the six months ended 30 June 2018

HZE2018F6A30H (F/5 @A

Unaudited
Six months ended 30 June
KEFX
#E6A308 1L ER
2018 2017
HK$°000 HK$'000
BETT BT T

Operating activities BEEE
Net cash outflow from operations L 2B FRE (353,520) (261,748)
Interest received B U F B 2,242 24,503
Interest paid BfFIE (1,063,608) (1,115,006)
Tax paid BERHIA (320) (3,063)
Net (repayment to)/advance from other partners of ~ HRE#&E 2 EMWAIERE

joint operations (BR),/BFHE (2,539) 28,173
Net cash outflow from operating activities BEIBZHRRRHBH (1,417,745) (1,327,141)
Investing activities BrEEH
(Placement)/release of time deposit “EANEEHEFERZ

over three months (TR /R (77,949) 670
Purchase of property, plant and BEYE HEARERES T

equipment and leasehold land (25,942) (26,233)
Purchase of intangible assets BERLEE (103) -
Additions of investment properties REREME (25,533) (141,031)
Deposits paid for a non-current asset FERBEEENERS - (10)
Increase in receivables U BR Zk 2 1N - (137,519)
Proceeds from disposal of property, HEWE AR RERE R

plant and equipment and leasehold land & T HFT1EFIE 1,149 =
Net cash outflow from investing activities BRETBZHRRHBEHE (128,378) (304,123)
Financing activities MEEE
Deposits paid Bfiike (245,554) (144,671)
Decrease in receivables FEUTBR TR 2 R - 519,734
Drawdown of bank loans REURITER 15,000 9,636
Repayment of bank loans ERRITENK (525,319) (929,356)
Drawdown of other borrowings RERHEMEER 5,393,356 5,772,614
Repayment of other borrowings BEHMEE (3,947,308) (4,130,530
Net proceeds from issuance of private bonds BOILEERZEHRIEFRE - 21,357
Decrease in bank overdrafts RITEIR A - (16,108)
Decrease in restricted deposits 2 BRI 17 5Kk > 335,471 627,099
Net cash inflow from financing activities MEEFHZHRERABRHE 1,025,646 1,729,775
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Condensed Consolidated Interim Statement of Cash Flows

HREEPHRERER

Unaudited
Six months ended 30 June
FEER
#F6A30R1L/<EAR
2018 2017
HK$’000 HK$'000
BETT BT
(Decreasel/increase in cash and cash equivalents RE&RERHLEH (R ), 18in (520,477) 98,511
Cash and cash equivalents at the beginning REzBHeRERRE
of the period IEH 778,155 404,716
Exchange gain on cash and cash equivalents RekERBLERZ
PE 5 e 10,822 3,002
Cash and cash equivalents at the end of the period REEXZHE&RERRLEE 268,500 506,229
Analysis of the balances of cash and ReRERABREBAREZ
cash equivalents: S
Bank balances and cash — unrestricted WITHEGFT RIS - TR 352,431 511,990
Less: Time deposit over three months B =18 A LA EEEITF R (83,931) (5,761)
Cash and cash equivalents at the end of the period WHIRKZRERFERHEKIEH 268,500 506,229
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Condensed Consolidated Interim Statement of Changes in Equity

GRS HERS R

For the six months ended 30 June 2018
EHZ=2018%F6 308 1L/~ 1@ A

Attributable to equity holders of the Company

BRELTHRERAA
Convertible
Capital bonds and Retained
redemption Share  warrants profits/ Non-
Share Share  Exchange and general Special  Revaluation options equity (accumulated controlling Total
capital  premium reserve reserve reserve reserve reserve reserve losses) Total interests equity
TRRESR
ESMOR BRiE REEN/
B+ RHER EREE HERE  BURE  EGRG DRESFE  HERE (RRER) @it FREEE  HEEH
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
AETT  BETR  ABTn  AMTr  A¥TR  B%Tr  BETn A%t BBTr  AETR BT B%Tn
Balance at 31 December 2017 as R2017E12R31B 268
originally presented (audited) RRERT (BEY) 1,141,086 9,906,163 (888,940) 15,864 332,046 13,331 12,635 - 340,868 10,873,051 831935 11,704,986
Iniial application of HKFRS 9 (Note 2.2(8)  FIREFEBBIH &5 ERIE9H
(Fii2.200)) = = = = = o - - (11,233 (71,233) = (71,233)
Balance at 1 January 2018 (restated) 018118 2 5 (87 1,141,086 9,906,163 (888,940) 15,864 332,046 13,331 12,635 - 269,635 10,801,818 831935 11,633,753
(Loss)profit for the period ~HRE (BE) /%7 - - - - - - - - (706973 (704973) 62567 (642,406)
Other comprehensive income Ep2EbE
Fair value loss on financial asset at fair value A BT AL M2 ENE
through other comprehensive income BEEZ MEFR - - - - - [1,485) - - - (1,485) - (1,485)
Deferred tax on fair value loss of BAREFAL 2 ERE
finandial asset at fair value through HHAEAAEREL
other comprehensive income BEHA - - - - - n - - - mn - mn
Exchange difference arising on BERINEREECER AR
translation of foreign operations - - (104,949) - - - - - - (104,949) 9,079 (114,028)
Total comprehensive income 2ENEEE - - (104,949) - - (1,114) - - (704,973)  (811,036) 53,488 (757,548)
Transfer upon share options lapsing RARER AR - - - - - - [10,698) - 10,698 - - -
Balance at 30 June 2018 (unaudited) R2018F6A30R 2 B8 (KIEEH) 1161,086 9,906,163 (993,889) 15,864 332,046 12217 1937 - (26,6400 9,990,782 885,423 10,876,205
Balance at 1 January 2017 (audited) R017F1 B8 2 8 (58 H) 1,141,084 9,906,163 (1,877,092) 15,864 332,046 537,351 13,035 9,874 446,785 10,525,110 581,565 11,106,675
(Loss)profit for the period T (BB) /&H - - - - - - - - [1,086,726)  (1,086,726) 15,189 (1,071,537)
Other comprehensive income A2 ERE
Fair value gain on leasehold BELHREF AAERE
land and building - - - - - 32,92 - - - 32,924 - 32,924
Deferred tax on fair vlue gain of BETHREFAAEHEL
leasehold land and building BRERR - - - - - (5,432) - - - (5,432) - (5,432)
Fair value gain on available-for-sale RSN HEEZ A BN
financial asset - - - - - 159 - - - 159 - 159
Deferred tax on fair value gain of MR HERBEEDEREL
available-forsale financial asset BERR - - - - - (40) - - - 40) - (40)
Exchange difference arising on BEBNFBELZENZE
translation of foreign operations - - 426,551 - - - - - - 426,551 1761 L4k, 162
Total comprehensive income - - 426,551 - - 27,81 - - (086726)  (632,564) 32800 (599,764)

Transfer upon share options lapsing RRREANMER - - - - - - (400) - 400 - - -
Balance at 30 June 2017 (unaudited) 201756308 2 &5 (REER) 1,141,084 9,906,163 (1,450541) 15,864 332,046 564,962 12,635 9,874 (639,541) 9,892,546 614,365 10,506,911
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Notes to the Interim Condensed Consolidated Financial Statements
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General information

Hsin Chong Group Holdings Limited (the “Company”) and its subsidiaries
(collectively, the “Group”) are engaged in building construction,
civil engineering, electrical and mechanical installation and property
development and investment.

The Company is a limited liability company incorporated in Bermuda.
The address of its registered office is Clarendon House, 2 Church Street,
Hamilton, HM 11, Bermuda. The Company has its primary listing on the
main board of The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”).

These interim condensed consolidated financial statements are presented
in thousands of Hong Kong dollars (HK$'000), unless otherwise stated,
and were authorised for issue by the board of directors (the “Board”) of
the Company on 31 August 2018.

Basis of preparation and accounting policies

These interim condensed consolidated financial statements have been
prepared in accordance with Hong Kong Accounting Standard (“HKAS")
34, "Interim Financial Reporting”, issued by the Hong Kong Institute of
Certified Public Accountants (the “HKICPA") and the applicable disclosure
requirements of the Main Board Listing Rules Governing the Listing of
Securities on the Stock Exchange.

The preparation of these interim condensed consolidated financial
statements in compliance with HKAS 34 requires the use of certain
judgements, estimates and assumptions that affect the application of
policies and the reported amounts of assets and liabilities, income and
expenses on a year to date basis. Actual results may differ from these
estimates. The areas where significant judgments and estimates have
been made in preparing the interim condensed consolidated financial
statements and their effect are disclosed in Note 3.

These interim condensed consolidated financial statements contain
condensed consolidated financial statements and selected explanatory
notes. The notes include an explanation of events and transactions that
are significant to an understanding of the changes in financial position
and performance of the Group since the Group's annual consolidated
financial statements for the year ended 31 December 2017. These interim
condensed consolidated financial statements and notes do not include
all of the information required for a complete set of financial statements
prepared in accordance with Hong Kong Financial Reporting Standards
(the “HKFRSs”) and should be read in conjunction with the Group's
annual consolidated financial statements for the year ended 31 December
2017.
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Notes to the Interim Condensed Consolidated Financial Statements

Basis of preparation and accounting policies (continued)

These interim condensed consolidated financial statements are unaudited,
but has been reviewed by BDO Limited 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 HKICPA. BDO Limited's independent review report to the Board of
Directors is included on pages 63 to 70.

2.1 Going concern basis

For the six months ended 30 June 2018, the Group reported loss
attributable to the owners of the Company of HK$705 million
(2017: HK$1,087 million) and had a net operating cash outflow of
HK$1,418 million (2017: HK$1,327 million). As at the same date,
the Group's total borrowings amounted to HK$14,739 million (31
December 2017: HK$10,582 million) were all classified as current
liabilities while its unrestricted cash and cash equivalents amounted
to HK$352 million only.

As at 30 June 2018, total borrowings of the Group of HK$4,525
million were overdue. Up to the date of this report, total borrowings
of the Group of HK$5,064 million were overdue. These overdue
borrowings included the US$300 million 8.75% per annum senior
notes (the “US$300 million Senior Notes"”). However, the Group
has not been able to obtain extensions of repayments of such
balances prior to the date of this report. These overdue borrowings
without extension would be immediately repayable if requested by
the lenders. Included in these overdue borrowings, total borrowings
of HK$168 million did not meet certain financial ratios as set out in
the covenants in the relevant borrowing agreements. Furthermore,
the US$300 million Senior Notes, equivalent to HK$2,325 million,
issued by the Group, fell due for redemption on 18 May 2018.
The Group has not paid the amounts outstanding under the
US$300 million Senior Notes (the “Payment Default”). This has
resulted in the event of default of the US$300 million Senior Notes
and cross default of the US$150 million, 8.5% per annum senior
notes, equivalent to HK$1,163 million. The Payment Default has
also resulted in cross-defaults of certain bank loans of HK$353
million and other borrowings of HK$2,230 million which become
immediately repayable and are all classified as current liabilities as at
30 June 2018.
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Notes to the Interim Condensed Consolidated Financial Statements
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2.

24

Basis of preparation and accounting policies (continued)

2.1 Going concern basis (continued)

On 17 August 2018, the Group received a notification from the
West Kowloon Cultural District Authority to terminate the Group's
construction service contract for the M + project. As at the date of
this report, the directors of the Company were in the process of
estimating any negative financial effect on the Group arising from
the termination including any potential claims against the Group.

On 27 August 2018, a wholly-owned subsidiary of the Company
(the “"Wholly-owned Subsidiary”) received a petition filed by
its creditor for an order that the Wholly-owned Subsidiary may
be wound up by the High Court. The petition was filed against
the Wholly-owned Subsidiary for its failure to settle a sum of
approximately HK$8,285,000 for construction costs payable.

These conditions indicate the existence of material uncertainties
which may cast significant doubt on the Group's ability to continue
as a going concern.

In view of such circumstances, the directors of the Company have
given careful consideration to the future liquidity and performance
of the Group and its available sources of financing in assessing
whether the Group will have sufficient financial resources to
continue as a going concern. Certain measures have been taken to
mitigate the liquidity pressure and to improve its financial position
which include, but are not limited to, the following:

i. The Group has been actively negotiating with a number of
commercial banks and other financial institutions for renewal
and extension of bank and other borrowings and credit
facilities. Specifically, the Group is in active negotiations with
the lenders to extend the repayment dates of the overdue
borrowings, and to obtain waivers from complying with
certain restrictive covenants contained in the loan agreements
of certain borrowings;

ii.  The Group is working with its financial and legal advisers
on evaluating its options and implementing a consensual
restructuring of the senior notes issued by the Company. In
addition, the Company is actively negotiating with the holders
of the senior notes (the “Notesholders”) to find a consensual
restructuring plan;
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2.

Notes to the Interim Condensed Consolidated Financial Statements

Basis of preparation and accounting policies (continued)

2.1 Going concern basis (continued)

Vi.

In addition, the Group is identifying various options for
financing the Group’s working capital and commitments in
the foreseeable future by obtaining finance from shareholders,
issuance of shares and debt instruments;

The Group has accelerated disposal plan of its property, plant
and equipment and leasehold land, investment properties,
properties under development and completed properties
held for sale (the “Group Properties”). Apart from selling
the Group Properties, the Group expects to launch pre-sales
of certain residential units in Foshan, which are expected to
improve the Group’s operating cash inflow in the second half
of 2018;

The Group is exploring every good opportunity to realise its
investment and business operation. On 29 August 2018, the
Company and an independent third party purchaser entered
into a non-legal binding memorandum of understanding (the
“MOU"), pursuant to which the Company has conditionally
agreed to sell and the purchaser has conditionally agreed
to acquire the entire issued share capital of Hsin Chong
Construction Company Limited (“HCC”), a wholly-owned
subsidiary of the Company. Further details on the MOU is
disclosed in Note 25(e) to the interim condensed consolidated
financial statements; and

The Group will continue to take active measures to
control administrative costs through various channels
including human resources optimisation and management
remuneration adjustment and containment of capital
expenditures.

The directors have reviewed the Group’s cash flow projections
prepared by management. The cash flow projections cover a period
of not less than twelve months from 30 June 2018. They are of the
opinion that, taking into account the above-mentioned plans and
measures, the Group will have sufficient working capital to finance
its operations and to meet its financial obligations as and when they
fall due within twelve months from 30 June 2018. Accordingly, the
directors are satisfied that it is appropriate to prepare the interim
condensed consolidated financial statements on a going concern

basis.

hE AR S B R AR Y R

2. WBEBERSETHE &
21 BEESEE (B

i, N AREE FES B R IESRE
BIRMRESIAEYESER ARE
BERAFBRARLEE S LAEREDN
EE

iv. AREBEMREYWE HKBERBEUR
FELTH REWE BERIPVERSE
HEZEEAYE ([FEEHE]) T
EE B EAEEMEIN KEETE
R EBERILMNE TEEEMN B
BRI AT R2018F T H F S A EE ALK
BIRERA

v. AEBIFBEBESSEREUERALR
BN EKEEIEN2018F8A298 - AR
RIE— 2B E=FBE AL TNEER
HRN 7 ek ((FRRSE)
BHEARREAKERELEREFE
ERGEREVBHELERERAR
([HEBER] A 7 —H2EHBA
7)) 2EPE BEITIRAN - B E =R 2
HE— P BEREN T B E TR
FMFEE25() : &

vii AEEBEERBEGEREBEER
B(BREANERECREEEHMH
B)EHITHRRARERA 2/ -

EEDEHNEEEBRECASER SRER
Bl o 3Z3R & mETR R E 520186 A30H 18
AR OR+ ZEAMERE - HERE  £F
B atEt E RS - A& ERK201856H30H
BT -EARNBHEEZRENEEESAE
MR RCE K B 1T H B B A B A AR o
It - B B {E MRS B a R R BRAS AR
RAETHRRBREE -

FEEEERAERAT PHEKE2018 25
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Basis of preparation and accounting policies (continued)

2.1 Going concern basis (continued)

Notwithstanding the above, significant uncertainties exist as to
whether management of the Company will be able to achieve its
plans and measures as described above. Whether the Group will
be able to continue as a going concern would depend upon the
Group's ability to generate adequate financing and operating cash
flows through the following:

Vi.

Vii.

Successful negotiations with the lenders and the Noteholders
for the renewal of or extension for repayment of outstanding
borrowings and senior notes, including those with overdue
principals and interests;

Successful obtaining additional new sources of financing as
and when needed;

Successful in reaching a consensual restructuring plan with the
Noteholders of the senior notes;

Successful in execution of the MOU in relation to the potential
Disposal of HCC;

Successful implementation and acceleration of its disposal
plans described above to accelerate its sales of the Group
Properties, including timely execution of definitive sales
agreements and timely collection of the disposal proceeds,
and the successful deferral of capital expenditures for the
Group's projects on hand;

Successful pre-sales of certain residential units in Foshan so as
to generate operating cash inflows;

Successful negotiations with the Group’s existing lenders such
that no action will be taken by the relevant lenders to demand
immediate repayment of the borrowings in any breach of loan
covenant or default, including those with cross-default terms;
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Notes to the Interim Condensed Consolidated Financial Statements

2. Basis of preparation and accounting policies (continued)

2.1 Going concern basis (continued)

viii.

Successful maintenance of relationship with the suppliers
of the Group, in particular those in relation to the Group's
construction business and the property development projects
such that no actions will be taken by those suppliers against
the Group should the Group fail to meet all the payment
obligations on a timely basis and notwithstanding a supplier
filed a petition against HCC on 27 August 2018; and

the potential purchaser of HCC may provide financial support
to the Group at its discretion in the amount of HK$300
million within one week from 29 August 2018 and another
HK$300 million within two weeks from 29 August 2018 as
working capital to HCC. These financial support provisions
are contained in a non-legally binding MOU. Among other
conditions, the execution of the MOU, including the provision
of financial support, is subject to risk control assessment to be
conducted by the potential purchaser.

Should the Group fail to achieve the above-mentioned plans and
measures, it might not be able to continue to operate as a going
concern basis, and adjustments would have to be made to write
down the carrying values of the Group's assets to their recoverable
amounts, to provide for any further liabilities which might arise,
and to reclassify non-current assets and non-current liabilities as
current assets and current liabilities, respectively. The effects of these
adjustments have not been reflected in these interim condensed
consolidated financial statements.
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Notes to the Interim Condensed Consolidated Financial Statements
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2. Basis of preparation and accounting policies (continued)

2.2 Changes in HKFRSs

These interim condensed consolidated financial statements have
been prepared in accordance with the accounting policies adopted
in the Group's annual consolidated financial statements for the year
ended 31 December 2017, except for the adoption of the following
new or amended HKFRSs effective for the first time for periods
beginning on or after 1 January 2018:

HKFRS 9

HKFRS 15

HK(IFRIC) — Int 22

Annual Improvements to
HKFRSs 2014 - 2016
Cycle

Annual Improvements to
HKFRSs 2014 - 2016
Cycle

Amendments to HKFRS 2

Amendments to HKFRS 15

Amendments to HKAS 40

Financial Instruments

Revenue from Contracts with
Customers

Foreign Currency Transactions and
Advance Consideration

Amendments to HKFRS 1, First-time
Adoption of Hong Kong Financial
Reporting Standards

Amendments to HKAS 28,
Investments in Associates and Joint
Ventures

Classification and Measurement of
Share-based Payment Transactions

Revenue from Contracts with
Customers (Clarifications to
HKFRS 15)

Transfers of Investment Property

28

The impact of the adoption of HKFRS 9 “Financial Instruments” and
HKFRS 15 “Revenue from Contracts with Customers” have been
summarised below. The other new or amended HKFRSs that are
effective from 1 January 2018 did not have any material impact in
these interim condensed consolidated financial statements.
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Notes to the Interim Condensed Consolidated Financial Statements

2. Basis of preparation and accounting policies (continued)

2.2 Changes in HKFRSs (continued)

A.

HKFRS 9 Financial Instruments (“HKFRS 9”)

0

Classification and measurement of financial
instruments

HKFRS 9 replaces HKAS 39 Financial Instruments:
Recognition and Measurement for annual periods
beginning on or after 1 January 2018, bringing
together all three aspects of the accounting for financial
instruments: (1) classification and measurement; (2)
impairment and (3) hedge accounting. The adoption of
HKFRS 9 from 1 January 2018 has resulted in changes
in accounting policies of the Group and the amounts
recognised in these interim condensed consolidated
financial statements.

The following tables summarised the impact, net of
tax, of transition to HKFRS 9 on the opening balance
of reserves and retained profits as of 1 January 2018 as
follows (increase/(decrease)):
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2.

30

Basis of preparation and accounting policies (continued)

2.2 Changes in HKFRSs (continued)

A.

HKFRS 9 Financial Instruments (“HKFRS 9”') (continued)

0}

Classification and measurement of financial
instruments (continued)

HKFRS 9 basically retains the existing requirements in
HKAS 39 for the classification and measurements of
financial liabilities. However, it eliminates the previous
HKAS 39 categories for financial assets of held to
maturity financial assets, loans and receivables and
available-for-sale financial assets. The adoption of HKFRS
9 has no material impact on the Group’s accounting
policies related to financial liabilities and derivative
financial instruments. The impact of HKFRS 9 on the
Group's classification and measurement of financial
assets is set out below.

Under HKFRS 9, except for certain receivables (that
the receivables do not contain a significant financing
component in accordance with HKFRS 15), an entity
shall, at initial recognition, measure a financial asset at
its fair value plus, in the case of a financial asset not at
fair value through profit or loss (“FVTPL"), transaction
costs. A financial asset is classified as: (i) financial
assets at amortised cost; (i) financial assets at fair value
through other comprehensive income (“FVOCI”); or (iii)
financial assets designated at FVTPL (as defined above).
The classification of financial assets under HKFRS 9 is
generally based on two criteria: (i) the business model
under which the financial asset is managed and (i)
its contractual cash flow characteristics (the “solely
payments of principal and interest” criterion, also
known as “SPPI criterion”). Under HKFRS 9, embedded
derivatives are no longer required to be separated
from a host financial asset. Instead, the hybrid financial
instrument is assessed as a whole for the classification. A
financial asset is measured at amortised cost if it meets
both of the following conditions and it has not been
designated as at FVTPL:

° It 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 meet the
SPPI criterion.

Hsin Chong Group Holdings Limited Interim Report 2018

2.

RBEERE AR ()
22 BBRHBHESEAED (F)

A FEUBHEENESEERIR
(TERMBREENESR]) (B

() HITANTER;E ()

BAEMBHREERNFSREAN LR
BEEGTENFEIGRABNBEE
B BN ERRBIRE AWM
HEUHCA A 2R HMHE
B B U AR R K A g B
BEENVFEENRESHER
IR - RAT B 5 E %
AFIMBAREEAMBRER
TES BT ANSFTBERALES A
FE - BB HHMEERESREA
SEMBEED BRENTES
SN o

RIFEBHM RS ERN BN FrE
TRYEES (FRRERRTERE
REESWBRESENFISRNE
REBER D) BEBNIIRFER
AR ASRENR B (A
IERRAER AR ([RARER
AB# MU BEE)HENHE
E-MBEEDRR: (VABHK
A ENHHEE  (RAER
AR EmE RS (RARERA
Hit 2 EWas|) MR EE « 3Kii)
BERBASEFABR (ERXR
£30) - RIBFBMEHRELEANE
5 M EEN DB —REXMIE
R (EEVBEENHRERN
RNVEAKRETERFIE ([EXfF
A RFB]RE L [EX
Ae RMSFEE]) - RIEBEHT
HELENESR RAXTETA
BARTBPEEEDFFITR B
Mz EAAERTAEREN
BN -BEMBEERKFTENUT
et BYWE\IEE R ARERA
Bat - AR 168 B 1R SR AR

/

o

MG EER—EEHEEE
REVBEERBMANRS
MEMEBEAFTAE K

o ZRUBEEMS KRR
ERHAELRSRE M
RenETAEINAER

A8 2o



Notes to the Interim Condensed Consolidated Financial Statements

2. Basis of preparation and accounting policies (continued)

2.2 Changes in HKFRSs (continued)

A.

HKFRS 9 Financial Instruments (“HKFRS 9”') (continued)

0

Classification and measurement of financial
instruments (continued)

A debt investment is measured at FVOCI if it meets
both of the following conditions and it has not been
designated as at FVTPL:

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

e  The contractual terms of the financial asset give
rise on specified dates to cash flows that meet the
SPPI criterion.

On initial recognition of an equity investment that is
not held for trading, the Group could irrevocably elect
to present subsequent changes in the investment's fair
value in other comprehensive income. This election is
made on an investment-by-investment basis. All other
financial assets not classified at amortised cost or FVOCI
as described above are classified as FVTPL. On initial
recognition, the Group may irrevocably designate a
financial asset that otherwise meets the requirements
to be measured at amortised cost or FVOCI at FVTPL
if doing so eliminates or significantly reduces an
accounting mismatch that would otherwise arise.
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2. Basis of preparation and accounting policies (continued) 2. REEBEREHEE (&)

2.2 Changes in HKFRSs (continued) 22 BFEBHBHZERNSE (B)

A. HKFRS 9 Financial Instruments (“HKFRS 9”) (continued) A BFEUMBEREEASEEIEMTA
(IHEEMBEREERNEER]) (8)

(i)  Classification and measurement of financial
instruments (continued)

The following accounting policies are applied to the
Group's financial assets as follows:

Amortised costs Financial assets at amortised cost
are subsequently measured
using the effective interest
rate method. Interest income,
foreign exchange gains and
losses and impairment are
recognised in profit or loss.
Any gain on derecognition is
recognised in profit or loss.

FVOCI (equity Equity investments at FVOCI are
investments) measured at fair value. Dividend
income are recognised in profit
or loss unless the dividend
income clearly represents a
recovery of part of the cost
of the investments. Other net
gains and losses are recognised
in other comprehensive income
and are not reclassified to profit
or loss.

As at 1 January 2018, listed equity investments were

reclassified from available-for-sale financial asset to
financial asset at FVOCI.
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Notes to the Interim Condensed Consolidated Financial Statements

hE AR S B R AR Y R

RREEREEEK &
22 BREHBEHELAHEH )

2. Basis of preparation and accounting policies (continued) 2.
2.2 Changes in HKFRSs (continued)
A. HKFRS 9 Financial Instruments (“HKFRS 9”) (continued) A EFEMBREENEIREMIA
(IEBMBEFENESR]) (&)
(i)  Classification and measurement of financial () 2BIANZTBERIE (E)
instruments (continued)

TREAEER2018F1 1S

IS EERBEE ST ERE39

SRR AT 2R RIBRE A
AR FEORHFET =R

The following table summarises the original
measurement categories under HKAS 39 and the new
measurement categories under HKFRS 9 for each class
of the Group's financial assets as at 1 January 2018:

Carrying amount Carrying amount
as at 1 January as at 1 January
Original classification New classification 2018 under 2018 under
Financial assets under HKAS 39 under HKFRS 9 HKAS 39 HKFRS 9
REFEEH REFEME
HERISE395% HEEESR
BREERY 20184 #2018
REEFEEER BEEREIRE 1A188 1A18H
MEBEE EINRMEFEA MR IREE IRE{E
HK$'000 HK$'000
BETT BT T
Listed equity investments Available-for-sale FvOCI 27,964 27,964
financial asset
FHRARE AHECMBERE BRNERTA
Hih2mEKE
Amounts due from other Loans and receivables Amortised cost 8,369 8,369
partners of joint operations (Note 2.2A(ii)(b))
RS B R PR R I IDIN
Hin & ERHERIE (2. 2Ai)b) )
Amounts due from Loans and receivables Amortised cost 2,250 2,250
non—controlling interests (Note 2.2A(ii)(b))
FEU SRR IR M 2R K B YRR HHRA
(2. 2Ai)b) )
Receivables and prepayments  Loans and receivables Amortised cost 2,097,688 2,028,504
(Note 2.2A(ii)(@))
FEWBR TR R TR FRIE B H R RN DN
(H3E2.2Ai@))
Contract assets Loans and receivables Amortised cost 2,380,937 2,378,888
(Note 2.2A(ii)a))
ANEE B YRR HHRA
(H3E2.2Aia))
Deposits, cash and Loans and receivables Amortised cost 784,137 784,137
cash equivalents
FR-BeRERREEE ERREWER DN
Restricted cash Loans and receivables Amortised cost 395,454 395,454
XRERE B YRR HHRA
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R B AR S B RS R R B

2.

34

Basis of preparation and accounting policies (continued)

2.2 Changes in HKFRSs (continued)

A

HKFRS 9 Financial Instruments (“HKFRS 9”') (continued)

(i)

Impairment of financial assets at amortised costs

The adoption of HKFRS 9 has changed the Group's
impairment model by replacing the HKAS 39 “incurred
loss model” to the “ECLs model”. HKFRS 9 requires the
Group to recognised ECLs for trade receivables, financial
assets at amortised costs and contract assets earlier
than HKAS 39. Cash and cash equivalents and restricted
cash are subject to ECLs model but the impairment is
immaterial for the current period.

Under HKFRS 9, the loss allowances are measured on
either of the following bases: (1) 12 months ECLs: these
are the ECLs that result from possible default events
within the 12 months after the reporting date; and (2)
lifetime ECLs: these are ECLs that result from all possible
default events over the expected life of a financial
instrument.

Measurement of ECLs

ECLs are based on the difference between the
contractual cash flows due in accordance with the
contract and all the cash flows that the Group expects
to receive. The shortfall is then discounted at an
approximation to the assets’ original effective interest
rate.

The Group has elected to measure loss allowances for
trade receivables and contract assets using HKFRS 9
simplified approach and has calculated ECLs based on
lifetime ECLs. The Group has established a provision
matrix that is based on the Group's historical credit loss
experience, adjusted for forward-looking factors specific
to the debtors and the economic environment.

The Group assumes that the credit risk on a financial
asset has increased significantly if it is more than 30 days
past due.
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Notes to the Interim Condensed Consolidated Financial Statements

2. Basis of preparation and accounting policies (continued)

2.2 Changes in HKFRSs (continued)

A. HKFRS 9 Financial Instruments (“HKFRS 9”) (continued)

(i)

Impairment of financial assets at amortised costs
(continued)

Measurement of ECLs (continued)

The Group considers a financial asset to be in default
when: (1) the borrower is unlikely to pay its credit
obligations to the Group in full, without recourse by the
Group to actions such as realising security (if any is held);
or (2) the financial asset is more than 90 days past due.

The maximum period considered when estimating ECLs
is the maximum contractual period over which the
Group is exposed to credit risk.

Presentation of ECLs

Loss allowances for financial assets measured at
amortised cost are deducted from the gross carrying
amount of the assets.

hE AR S B R AR Y R

2. BERBEREHBEK 5

22 BRMBEEERNEE (&)

A FEUBHEENESREMRIR
(ERMBEBEEUNESR]) (&)

(i) BHEBHEAF BRI HEEZHE
(%)

BAHEERENGE (B

AEEREVEEERTIIERT
BELN: (VEAEETEETER
(FlanBIRER (FH) )WIBER
TERATKATREAI AN BB S
NEEEER RQZMBEER
BAB 890K ©

RiLFTRBEEBRERZE BN SRR
HRERAEEEBREERRNRE
BHIHM -
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BT BN S EENER
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Notes to the Interim Condensed Consolidated Financial Statements

R B AR S B RS R R B

2.2 Changes in HKFRSs (continued)

(i)

(continued)

(a)

2. Basis of preparation and accounting policies (continued) 2. REEBEREHEE (&)
22 BFEBHBHZERNSE (B)
A. HKFRS 9 Financial Instruments (“HKFRS 9”) (continued) A FEMBREEVFEIESMIA
(IHEBMBESENESR]) (B)
Impairment of financial assets at amortised costs (i) HEERATENEEEZHE
(&)

Impact of the ECLs model EHEEFEEXNE
Impairment of trade receivables and contract (a) EBEZEBHEFREHEEN
assets 4]

As mentioned above, the Group applies the HKFRS B X AEEERE
9 simplified approach to measure ECLs which VB B S R 5 AE BIB9Sk R b &
adopts a lifetime ECLs for all trade receivables FTEEMEERE BAEE
and contract assets. To measure the ECLs, trade FEBERRENEERA
receivables and contract assets have been grouped FRABHEEEE - Bit2
based on shared credit risk characteristics and TEEEER1E - B SRR
the days past due. The contract assets have REHEEREBERRMNEE
substantially the same risk as the trade receivables. ERRAFE R EARE S A&
The loss allowances as at 1 January 2018 were HNEEREZEWERRZE
determined for trade receivables and contract AR - B HEWERANAEHD
assets as follows: BER2018F1 A1 EE
BEETRT
More than
1-30 days 31-90 days 91-180 days 180 days
1 January 2018 Current past due past due past due past due Total
bk bk R bt
201851818 EPHA 1E0F NEWER  NEBX 180RLILE L
Trade receivables ERERIER
Expected credit loss rate (%) TEEIE EBEE(%) 0%* 0%* 0%* 1%* 2%
Gross carrying amount BEEE
(HK$'000) (EETFT) 584,107 187 2,514 17,564 17,726 622,098
Loss allowance (HK$000)  F51ERE (BETFr) - - - - 5,640 5,640
Contract assets BNRE
Expected credit loss rate (%) TEEIE EEEE(%) 0.01% - - - -
Gross cam/ing amount
(HK$ 000) RARE(BEFT) 2,380,937 = = = = 2,380,937
Loss allowance (HKS000)  EiEHRE (B For) 2,049 - - - - 2,049
& rounded to nearest percentage for disclosure purpose * P& BAREELES (2

36
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Notes to the Interim Condensed Consolidated Financial Statements

2. Basis of preparation and accounting policies (continued)

2.2 Changes in HKFRSs (continued)

A. HKFRS 9 Financial Instruments (“HKFRS 9”) (continued)

(i) Impairment of financial assets at amortised costs
(continued)

Impact of the ECLs model (continued)

(a)

Impairment of trade receivables and contract

(b)

assets (continued)

The increase in loss allowances for trade
receivables and contract assets upon the
transition to HKFRS 9 as of 1 January 2018 were
approximately HK$5,640,000 and HK$2,049,000,
respectively. The loss allowances further increased
for approximately HK$32,000 for trade receivables
and approximately HK$38,000 for contract assets
during the six months ended 30 June 2018
respectively.

Impairment of other receivables, amounts due

from non-controlling interests and amounts
due from other partners of joint operations

Other financial assets at amortised cost of the
Group includes other receivables, amounts due
from non-controlling interests and amounts due
from other partners of joint operations. The
increase in loss allowance for other receivables
upon the transition to HKFRS 9 as at 1 January
2018 were approximately HK$63,544,000. The
loss allowance further increased for approximately
HK$9,924,000 for other receivables during the
six months ended 30 June 2018. Other than
this, applying the ECLs model does not result in
significant financial impact on 1 January 2018 and
for the six months ended 30 June 2018.

(iij) Hedge accounting

Hedge accounting under HKFRS 9 has no impact on the
Group as the Group does not apply hedge accounting in
its hedging relationships.

hE AR S B R AR Y R

2. WBEBERSETHE &
22 BREHBEHELAHEH )

A FEUBHEENESREMRIR
(ERMBEBEEUNESR]) (&)

(i) BHEBHEAF BRI HEEZHE
(%)

BFHFEREEANYE (B

(a) EBEZBUEFREHNEELN
BE ()

R2018F 1 H1HBEREES
B 75 3k 25 YE BI SR O5R 14 FE UR BR
RREHNEENBBREES
Rl 1 h0 4978 ¥55,640,0007T K
76 #2,049,0007T ° , £2018
F6H308 1L/~ A - fEUER
REREHEENEERED
Rl — 2018 0 4978 #632,000
7 K2 7 #538,0007T °

(b) EfEWIEN  ERHIZRE
A BAREUREE R
b & ER AR B

AEBIRBIEKAFTTENE
57 75 & EE B E B At B URBR
R PE IR B A ok K FE UK
HEGEZHMEERER
THoA2018F1A1HBES
BB SRS ERFER 1% -
H i B UK BR 3R 2 5 18 {5 1
DA 75 #63,544,0007T A A
2201846 7308 1E/51E A Hf
fE - Efth FE UK BR TR A S 1R BB
HE— S IEIN 47 9,924,000
TLoBRitbZ AN FERTEEEE
B R X I B B R20184F
1H18 KkEZE2018F6H30H
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R B AR S B RS R R B

2. Basis of preparation and accounting policies (continued)

38

2.2 Changes in HKFRSs (continued)

A

HKFRS 15 supersedes HKAS 11
HKAS 18 “Revenue” and related interpretations. HKFRS 15
has established a five-steps model to account for revenue
arising from contracts with customers. Under HKFRS 15,
revenue is recognised at the amount that reflects the
consideration to which an entity expects to be entitled in
exchange for transferring goods or services to a customer.

HKFRS 9 Financial Instruments (“HKFRS 9”') (continued)

(iv) Transition

The Group has applied the transitional provision in
HKFRS 9 such that HKFRS 9 was generally adopted
without restating comparative information. The
reclassifications and the adjustments arising from
the new ECLs rules are therefore not reflected in the
consolidated balance sheet as at 31 December 2017,
but are recognised in the consolidated balance sheet
on 1 January 2018. This means that differences in
the carrying amounts of financial assets and financial
liabilities resulting from the adoption of HKFRS 9 are
recognised in retained profits as at 1 January 2018.
Accordingly, the information presented for 2017 does
not reflect the requirements of HKFRS 9 but rather those
of HKAS 39.

The following assessments have been made on the basis
of the facts and circumstances that existed at the date of
initial application of HKFRS 9:

° The determination of the business model within
which a financial asset is held; and

e  The designation of certain investments in equity
investments not held for trading as at FVOCI.

HKFRS 15 Revenue from Contracts with Customers
(“HKFRS 15”)

"“Construction Contracts”,

Hsin Chong Group Holdings Limited Interim Report 2018
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Notes to the Interim Condensed Consolidated Financial Statements

2. Basis of preparation and accounting policies (continued)

2.2 Changes in HKFRSs (continued)

HKFRS 15 Revenue from Contracts with Customers
(“HKFRS 15”) (continued)

The following tables summarised the impact of adopting
HKFRS 15 on the Group’s condensed consolidated balance
sheet as at 30 June 2018. There was no material impact
on the Group’s condensed consolidated interim income
statement, condensed consolidated interim statement of
comprehensive income and condensed consolidated interim
statement of cash flows for the six months ended 30 June
2018.

Impact on the items affected in the condensed consolidated
balance sheet as of 30 June 2018 (increase/(decrease)):

hE AR S B R AR Y R

2. WBEBERSETHE &
22 BREHBEHELAHEH )

FEMBHEENFRATRZE
s ((FEMBEREERE15M8])
(%)

TR RN T B 15 S XE R 551555
7K &£ 7420186 H308 W AR 4R &
BEEABRRNZE - HAEEEZ2018
#6308 (L7518 A MRSRR4R A 2Rk
w& HRFATHEEKER REHA
GATHRSRERTEERTE-

01 159 4 2 B 5 #14201856 830
ARG A BER EROFE (2
S GRA))

HK$'000
ok S
Assets EE
Current assets REEE
Stocks and contracting work-in-progress FEREgEP TR (#15£2.2B@)K0))

(Note 2.2B(a)%(b)) (1,434,833)
Receivables and prepayments JE R BR R e TR FR IR (846,597)
Contract assets (Note 2.2B(a) & (b)) BHVBE (K1:7£2.2B@) K b)) 2,281,430
Total current assets B EELREE =
Liabilities "R
Current liabilities mENRER
Payables and accruals (Note 2.2B(a)&(b)) JENTBR R R R B B (Mi22.2B@) K (b)) 233,554
Contract liabilities (Note 2.2B(a)&(b)) SREE (W 72.2B@)K D)) (233,554)

Total current liabilities

mBEEAR
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2.

40

Basis of preparation and accounting policies (continued) 2. REBEBEREHBRK (8

2.2 Changes in HKFRSs (continued) 22 BFEBHBHZERNSE (B)

B. HKFRS 15 Revenue from Contracts with Customers
(“HKFRS 15”) (continued)

Details of the new significant accounting policies and the

B. FRMEBREEANFSRRAEFZE
s ((FEMBEREERBE15M8])
(%)

=

MEIEEHABERANBRASERIAEL

nature of the changes to previous accounting policies in EEMMRBEHNBASHERR ZE8E

relation to the Group’s various key goods and services are set BEEEEH T

out below:

Nature of the goods or services, satisfaction of Nature of change in accounting policy
Note Product/service performance obligations and payment terms and impact on 1 January 2018
EHBREDLER
lif:3 ER/ B REERHLE EREORERARGER R2018F1A1BMHE
(@) Building construction The Group has determined that for contracts with customers HKFRS 15 did not result in significant impact on the Group’s accounting
BFRE under building construction, there is one performance policies. However, upon the adoption of HKFRS 15, the Group has made
obligation, which is the construction of buildings. The Group reclassification from receivables and prepayments to contract assets since
has determined that the customers simultaneously receive and under HKFRS 15, if there is any satisfied performance obligation but
consume the benefits of the Group’s performance and thus where the entity does not have an unconditional right to consideration,
the Group concludes that the service should be recognised an entity should recognise a contract asset.
over time. Further, the Group determines that the customers BB REENF 1SR U BHREENSHPRELEATE A
control all the work in progress as the infrastructure is being i RERER B RE LR E15% 4% AEEE HEKESRRER
constructed, in the course of the construction, the work in HEENHREANEE RABERBUEREERNSE 5% W
progress is being enhanced during the terms of the contracts. ~ ZEFMBEREHNE FEEEE KHEFIKRRE AT EERER
Therefore, revenue from these contracts are recognised over —HANEE-
time.
AEEETRAETREETNEFANTE—ERBNEML  The Group has also made reclassification from payables and accruals
AEEET AEEETRATFPRAF R ERALERE  tocontract liabilities since under HKFRS 15, if when a customer pay
HOFE A ASERABRRGER —ZBENER:  consideration, or is contractually required to pay consideration and the
I AEBETRATFERRBRPEMREZERT  amount s already due, before the Group recognises the related revenue.
HERET T2 ARRBREDEZPIRFIMER B REDEMBRERERE 15T WA EREREHKEA FPXA
Iy ZEE N MR —REANRER - REFBEORERPAXNRELFAR ISR AEETFHE
BENEFREABRENHREANER.

(b) Civil engineering and The Group has determined that for contracts with customers HKFRS 15 did not result in significant impact on the Group’s accounting
electrical and mechanical under civil engineering and electrical and mechanical services, policies. Same as above, upon the adoption of HKFRS 15, the Group has
services there is one performance obligation, which is the provision made reclassification from receivables and prepayments to contract assets

TARTIER of engineering, electrical and mechanical services. The Group since under HKFRS 15, if there is any satisfied performance obligation but

BTk has determined that the customers simultaneously receive and
consume the benefits of the Group’s performance and thus
the Group concludes that the service should be recognised over
time. Further, the Group determines that the customers control
all the work in progress as the project progresses, the work in
progress is being enhanced during the terms of the contracts.
Therefore, revenue from these contracts are recognised over
time.

AEEETRAIAIERBETIRREE THRSEAT
BBERAEE MREIATEREETIRRYE A5E
EERREFRARKRIERASERONAE Bk AE
B2 AE ERBEN —RERENER N A EEER
REFRERETARTENMARRT IR ERHHR
NERH TREIMNE Bt ZEE0NNET RN
AR
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where the entity does not have an unconditional right to consideration,
an entity should recognise a contract asset.

BRAMBRE LB Y B ARENSHBRELEATE &
IXFRER RNRBEARBREERE 1SRG ARED BEK
RRRBNFEENIRZANEE RARBEERBREEL
F155 WEEAMEERBHELEERAEHEFIKRAE A
ERERI-—HEANEE-

The Group has also made reclassification from payables and accruals
to contract liabilities since under HKFRS 15, if when a customer pay
consideration, or is contractually required to pay consideration and the
amount is already due, before the Group recognises the related revenue.
REBEEMBREERE 155 - R AEERRERRER - TP X
REFBEORERPAXNRELFARIHE AEETHE
BENEFREABRENHREANER.



2. Basis of preparation and accounting policies (continued) 2.
2.2 Changes in HKFRSs (continued)

Notes to the Interim Condensed Consolidated Financial Statements

FHE RS S M RRME

REHEERIHBE

22 BRHMBEEERNEE (&)

HKFRS 15 Revenue from Contracts with Customers

(“HKFRS 15”) (continued)

Nature of the goods or services, satisfaction of

B. FREMBEBREENFSRRAEFZE
s ((FEMBEREERE15M8])
(%)

Nature of change in accounting policy

Note Product/service performance obligations and payment terms and impact on 1 January 2018
EHBESHRER
B & ER/ B RENRELE ERRORERARER R2018FE1R1AMKE
(@ Rental income Rental income from investment property is recognised in profit or - HKFRS 15 did not result in significant impact on how the Group recognises
BEBA loss on a straight-line basis over the term of the lease. revenue from rental income from investment properties.
BREMERSWARBANNERENBRER ERMBREEANE SHUELAEAMAREZIRENEBSUAE
EEAYE-
(d) Sale of properties The Group has determined that, depending on the terms of the  HKFRS 15 did not result in a significant impact on how the Group
HEME contract and the laws that apply to the contract associated recognises revenue from sale of properties.
with the sale of properties, control of the asset may be BRUBREEANESHRUEHAZENARALENEREREE
transferred over time or at a point in time. Control of the asset £ & AR/ %
is transferred over time if the Group's performance do not
create an asset with an alternative use to the Group and the
Group has an enforceable right to payment for performance
completed to date. If control of the asset transfers over time,
revenue is recognised over the period of the contract by
reference to the progress towards complete satisfaction of that
performance obligation. Otherwise, revenue is recognised at a
point in time when the customer obtains control of the asset.
The progress towards complete satisfaction of the performance
obligation is measured based on the Group's efforts or inputs
to the satisfaction of the performance obligation, by reference
to the contract costs incurred up to the end of reporting period
as a percentage of total estimated costs for each contract.
FEEETERR RTHENEREENERRANERE
B AERHESERERINEERHEE - MAEE
BAYEAIE-—HAAEEAGRRAR AERAER
HIES BT Z BB ATI{T. X TR - BEEHIRA
RS - WA ERIREREER BI2RTKENE
EZEERAORRNERY S TR NEFEGEES
HIENREZER RS TR BAEEZEE IREAEE
REFBOAAZI IR T2REZREHREES
REEZ ANRAMERHRKAZ B LR
(e) Sale of goods Customers obtain control of the goods when the goods are HKFRS 15 did not result in a significant impact on how the Group
HEER delivered to and have been accepted. Revenue is thus recognises revenue from sale of goods.

recognised upon when the customers accepted the goods.
There is only one performance obligation.

RPRERN RN E REIE EmIETIE - AR EFER
EmkRkG  BOBEEL—H.

Contract assets and liabilities

(i)

As at 1 January 2018 and 30 June 2018, the contract
assets mainly consisted of unbilled revenue and
retention receivables, arising from the construction
contracts that are conditional on issuance of payment

certificates.

ERMBHREENE SRL BN AEENARAL EERAGNEE
EEATE-

EHNEEREE

() H2018F1H18 K20184F6H30
B GHEAETERRFNRESE
BHEBRESNMEE 2 KRR
W RARE S AR K -
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2. Basis of preparation and accounting policies (continued)

42

2.2 Changes in HKFRSs (continued)

HKFRS 15 Revenue from Contracts with Customers
(“HKFRS 15”) (continued)

Contract assets and liabilities (continued)

(if)

(iii)

(iv)

As at 1 January 2018 and 30 June 2018, the contract
liabilities mainly included the payments received from
building construction and civil engineering businesses
which were usually received in advance of the
satisfaction of the performance under the contracts. The
decrease in contract liabilities during the period was in
line with the decrease of the Group's contracted sales.

Revenue from building construction and civil engineering
businesses totalled HK$184 million was recognised
in current reporting period that was included in the
contract liabilities balances at the beginning of the
period.

Management expects that the majority of the contract
amounts allocated to unsatisfied performance
obligations totalled HK$128 million as of 30 June 2018
will be recognised as revenue from building construction
and civil engineering businesses during the next
reporting period.
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Notes to the Interim Condensed Consolidated Financial Statements

Use of judgements and estimates

In preparing these interim condensed consolidated financial statements,
the significant judgements made by the management in applying the
Group's accounting policies and the key sources of estimation uncertainty
were the same as those that applied to the Group's annual consolidated
financial statements for the year ended 31 December 2017, except for
new significant judgements and key sources of estimation uncertainty
related to the application of HKFRS 9 and HKFRS 15 as described in Note

2.2.

Financial risk management and financial instruments

(a)

(b]

Financial risk factors

These interim condensed consolidated financial statements do not
include all financial risk management information and disclosures
required in the annual financial statements, and should be read in
conjunction with the Group’s annual financial statements as at 31
December 2017.

There have been no changes in the risk management department
since year end or in any risk management policies since the year
end.

Fair value estimation

HKFRS 7 (Amendment) ‘Financial Instruments — Disclosures’ requires
disclosure of fair value measurements by level of the following fair
value measurement hierarchy:

- quoted prices (unadjusted) in active markets for identical
assets or liabilities (level 1).

—  inputs other than quoted prices included within level 1 that
are observable for the asset or liability, either directly (that is, as
prices) or indirectly (that is, derived from prices) (level 2).

— inputs for the asset or liability that are not based on
observable market data (that is, unobservable inputs) (level 3).

hE AR S B R AR Y R

% H IR B (4 5t

PRz ST PERGR AT SRS BREERER
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4. Financial risk management and financial instruments

44

(continued)

4 MERBEERRSMIA (&

(b] Fair value estimation (continued) b) 2AREMEE (E)
The Group did not have financial instruments under level 1 and level 201856 A30H M2017412A3180 * A& E
2 of fair value measurement hierarchy as at 30 June 2018 and 31 WERANBEFEERTLE—ERFEFEZ
December 2017. SETHE-
As at 30 June 2018, the Group has financial asset at FVOCI for R2018F6 A30R  AEBBIZ A EFT AR
equity securities amounting to approximately HK$26,479,000 2 E RS IEEERAZ S RO AE
(31 December 2017: available-for-sale financial asset of #26,479,0007T (20174128318 : a[ft H &
HK$27,964,000) and is categorised under level 3 of fair value B 75 8 EE 75 H527,964,0007T ) W D EE AR
measurement hierarchy (31 December 2017: level 3). B 2ERT2E=E (2017F12A3168 : 5
=)
The fair value of the Group's level 3 financial instruments was AEEE=Eem T ANAENIREE L
determined based on valuation report by independent valuers and HEMZEEREET  WEL2EeRIAR
has been referenced to net asset value of the financial instruments REHBEEFE
as at reporting date.
Movement of financial asset under level 3 measurements is as BE=EFENMGEEESSHNT
follows:
Unaudited Audited
30 June 31 December
2018 2017
FRIBED FEE=r
20185 20174
6A30H 12A318
HK$’000 HK$'000
Financial asset at FVOCI/ BRAOAREFARMMZEREZ
Available-for-sale financial asset HMEEE "TTHHEMBEEE BETT BT
At 1 January ®1A18 27,964 29,785
Fair value loss NIAEEE (1,485) (1,821)
At 30 June/31 December MW6H308 128318 26,479 27,964

Movement of financial liability under level 3 measurements is as
follows:

RE=-BTENMBFREZHMT

Unaudited Audited
30 June 31 December
2018 2017
RIBEE KEZ
20185 20174
6A30H 12A31H
HK$’000 HK$'000
Financial derivative liability eMHFETRAR BETT BT
At 1 January M1A18 - 183
Fair value loss NAEBE - 991
Early redemption REHED - (1,174)

At 30 June/31 December MW6H308 128318
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Notes to the Interim Condensed Consolidated Financial Statements

5. Segment information
(a) Operating segments

In accordance with the Group's internal financial reporting provided
to the chief operating decision-maker, identified as the Executive
Committee, who are responsible for allocating resources, assessing
performance of the operating segments and making strategic
decisions, the reportable operating segments are (1) building
construction; (2) civil engineering; (3) electrical and mechanical
engineering; and (4) property development and investment.

hE AR S B R AR Y R

5. #WEH
la) BEZH

RIBAEBIRER T EELEEREE (ATE
B mEAEDRER FHEENERR
RAEHRIEIRTE) 2 ABHBHRE - AT2
W EBORRETRE QLRI (3
KELIR DROMEERIKE-

Electrical and Property Corporate and
Building Civil mechanical  development and others
Unaudited REER construction engineering engineering investment (Note 1) Total
For the six months ended #E201856H30A TR EfM
30 June 2018 IEXREA ByEE TXIE WEIR MEBRRER (PHaE1) ot
HK$°000 HK$°000 HK$'000 HK$’000 HK$'000 HK$’000
ERTT ERTT ERTT ERTT ERTT ERTT
Revenue (excl. NSC (Note 2) Yezs (REIENSC
(B¥zE2) ) 1,446,205 468,533 473,203 51,667 460 2,440,068
Gross profit e 54,855 17,576 14,528 30,664 3N 117,934
Other gains/(losses), net izt / (B518)FE 48 - - (109,593) 307 (109,238)
Provision for impairment of BRPMERERE
properties under development - - - (860,955) - (860,955)
Fair value gain on investment ~ REMEAABRE
properties - - - 412,033 - 412,033
Net exchange (loss)/gain B (BR),/ WaFE (375) - 2 28,922 (2,464) 26,085
Selling and marketing expenses & k5 ER X - - - (6,406) - (6,406)
General and administrative —RITHRAS
expenses (47,970) (13,895) (10,686) (144,207) (62,936) (279,694)
Operating profit/loss) mERF/ (E]) 6,558 3,681 3,844 (649,542) (64,782) (700,241)
Amortisation of intangible assets Y& E & 4 - - - (11,089) (3,822) (14,911)
Interest income FISMA - - - 24,920 1,980 26,900
Interest expenses FERX - - - (130,439) (46,619) (177,058)
Profit/loss) before taxation BBAET/ (B]) 6,558 3,681 3,844 (766,150) (113,243) (865,310)
Taxation HIE 222,904
Loss for the period KEFEE (642,406)
Timing of revenue recognition W FER K
(excl. NSC (Note 2)) (FBIENSC (HizE2) )
Ata point in time RE—E RS - - - 20,160 460 20,620
Transferred over time FeRsEEs 1,446,205 468,533 473,203 31,507 - 2,619,448
1,446,205 468,533 473,203 51,667 460 2,440,068
Capital expenditure BEAMRT (580) = (94) (127,892) (18) (128,584)
Depreciation FE (3,229) (23) (79) (31,774) (3,520) (38,625)
As at 30 June 2018 #201846430H
Deposits, cash and cash TR-BER
equivalents ERBLER - - - 25,650 326,781 352,431
Bank loans BITER - - - (352,886) (177,490) (530,376)
Other borrowings Hibfg & - - - 9,944,081) (750,283) (10,694,364)
Senior notes BARE - - - - (3,487,500) (3,487,500)
Private bonds LBES - - - - (27,200) (27,200)
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5. Segment information (continued)

(a)] Operating segments (continued)

5. SWEH (w0
la) EFRHE ()

Electrical and Property Corporate and
Building Civil mechanical  development and others
Unaudited REEZ construction engineering engineering investment (Note 1) Total
For the six montths ended HZ201766A308 TB R EA
30 June 2017 IEREA ByRE +AIR BI2 WEERRRE (FzET) it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BETT BETT BETT BETT BETT BETT
Revenue (exd. NSC (Note 2)) Urgs (REFENSC
(BizE2) ) 2,358,698 560,954 432,659 32,999 753 3,386,063
Gross profit E7 55,363 6,742 22,629 11,164 133 95,831
Other gains/(losses), net Htblzs/ (F518) 58 100 - - (111,689) 1,483 (110,106)
Provision for impairment of BRAMERBRE
properties under development - - = (515,349) - (515,349)
Fair value loss on investment RENELANEES
properties - - - (287,664) - (287,664)
Net exchange gain/(loss) B M/ (BR)FH 154 - 5 (46,384) 10,005 (36,220)
Selling and marketing expenses 8% K 5 EER X - - - (15,559) - (15,559)
General and administrative —RABEZ
expenses (46,501) 18,807) (10910) (159,922) (73,759) (309,899)
Operating profit/(loss) mewh/ (E8) 9,116 (12,065) 11,52 1,125,403) (62,138) 1,178,966
Amortisation of intangible assets B f/ & E 4 4 = - - (10,241) (82) (10,323)
Interest income I ON - - - 2,469 34 24,503
Interest expenses FEF% - - - (106,374) (56,890) (163,264)
Profit/(oss) before taxation BHAER, (BE) 9,116 (12,065) 11,524 1,217,549) (119,076) (1,328,050)
Taxation BiE 256,513
Loss for the period AEEEBE (1,071,537)
Timing of revenue recognition WS FER K
(excl. NSC (Note 2)) (FBEENSC (MF2))
At a point in time RE—E R - - - 8,683 753 9,436
Transferred over time RERSFREERS 2,358,698 560,954 432,659 24,316 - 3,376,627
2,358,698 560,954 432,659 32,999 753 3,386,063
Capital expenditure BAHRY (93) (94) (85) (236,106) (121) (236,499)
Depreciation neE (4,147) (66) (128) (46,303) (3,857) (54,501)
As at 30 June 2017 7201746 A30H
Deposits, cash and cash equivalents 75 B & R ERR £EH - - - 147,621 364,369 511,990
Bank overdrafts BITEX - - - - (9,108) (9,108)
Bank loans RITER - - - 611,753) (284,418) 896,171)
Convertible bonds Bk ES - - - - (49,774) 149,774)
Other borrowings Hibfg & - - - (6,980,079) (1,030,017) (8,010,096)
Financial derivative liability SRITETAAR - - - - (1,174) (1174)
Senior notes BARE - - - - (3,437,739) (3,437,739)
Private bonds LEES = = - - (21,446) 21,446)
As at 31 December 2017 R2017%12A318
Deposits, cash and R ReREAREER
cash equivalents - - - 447,566 336,571 784,137
Bank loans BITEH = = - (512,378) (527,508) (1,039,886
Other borrowings HipfEE - - - (8,507,457 (832,319) (9,339,776
Senior notes BEARE = - - - (3,458,230) (3,458,230)
Private bonds LEES - - - - (21,903) (21,903)
Notes: B 5 -
1. Corporate mainly represents corporate and administrative activities, and 1. TBREZARARIRITBUEE  ARAZREG: H
shared services; others mainly represent retailing business. thEERTEES-
2. Nominated subcontractors’ works of Macau Galaxy Resort Phase 2 project 2. RFMRTREERNE _HBEAMNEESHELT

("NSC”).
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5. Segment information (continued) 5. #EEH (®
(b) Geographical analysis (b) HESHT
Unaudited
Six months ended 30 June
FEEZ
#E6A30B1IENEA
2018 2017
HK$’000 HK$'000
B¥TIT BT T
Revenue g
Hong Kong BE 2,111,307 3,132,487
Macau P 307,636 265,702
PRC H 31,125 34,427
Others Hitb - 3,947
2,450,068 3,436,563
Unaudited Audited
30 June 31 December
2018 2017
FEF KT/ IZ
2018 20174
6A30H 12HA31H
HK$’000 HK$'000
BETT BT T
Non-current assets SERBEE
Hong Kong B8 17,835 23,416
Macau JRFT 13 16
PRC H 14,231,836 13,967,226
14,249,684 13,990,658
Financial asset at FVOCI BAREFAEMEEKEZ
BIEEE 26,479 -
Available-for-sale financial asset A E B EE - 27,964
Receivables and prepayments FEWBR R R FBR & 352,916 534,203
Deferred tax assets BT IBEE 5,064 5,044
Total non-current assets JEMBEEBRE 14,634,143 14,557,869
Customer base analysis lc) EFERDH

(c]

The Group's customer base is diversified and includes two (2017:
three) customers with each of whom transactions exceeded 10% of
the Group's total revenue. Aggregate revenue from these customers
amounted to HK$1,376 million and was derived from building
construction, civil engineering and electrical and mechanical
engineering (2017: HK$1,702 million from building construction,
civil engineering and electrical and mechanical engineering).

AEBZEEERDB MEPMAE (2017
F ZR)RPEAZRIEMAER BN
10% A L - ZEREF 2 MEREEFESE L+
RIREREETIE & HAB%1,376,000,000
7t (20174 : 7 %1,702,000,0007T 3K B & F 2
EEARTREREETR) -
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5. Segment information (continued) 5. #EEH (#)
(d) Reconciliation of reportable segment revenue ld) AFPEHRDPFEKRZZEHE
Unaudited
Six months ended 30 June
KEEX
#E6A308 1L ER
2018 2017
HK$'000 HK$'000
BETT BT
Reportable segment revenue AT E2FHoEkE 2,440,068 3,386,063
Revenue — NSC Wz zx —NSC 10,000 50,500
2,450,068 3,436,563
6. Revenue 6. Wz
The Group's revenue is derived from contracts with customers, rental REBWRTIREEEFP 258 EREMFE 2 H

income from its investment properties, sale of stocks of properties and
sale of goods from retailing.

The following table provides information about trade receivables, contract

WA HENEEERFEETEEm-

TREHEHEEZREERR BEFENZEHNE

assets and contract liabilities from contracts with customers. EREHNBEZER -
Unaudited
REEE
30 June 2018 1 January 2018
20184£6 A 30H 201841 A18
HK$'000 HK$'000
BAETT BT
Trade receivables B 5 IR K 115,057 616,458
Contract assets BREE 2,279,343 2,378,888
Contract liabilities SR8E (233,554) (333,081)

The contract assets primarily relate to the Group's rights to consideration
for work completed but not billed at the reporting date on revenue
related to the provisions of infrastructure construction. The contract
assets are transferred to trade receivables when the rights become
unconditional. This usually occurs when the Group provides the invoice to
the customer.

The contract labilities primarily relate to the Group’s obligation to transfer
the control of performance obligation to the customers for which the
Group has received consideration from the customers before the Group
recognises the related revenue.

Hsin Chong Group Holdings Limited Interim Report 2018
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7. Other losses, net 7. HtE R 28
Unaudited
Six months ended 30 June
FEEE
B EcA30BLLREAR
2018 2017
HK$°000 HK$'000
BWTT BT T
Net gain/(loss) on disposal of HEME HBEREER
property, plant and equipment and AEL 2/ (BE)FHE
leasehold land 106 (12)
Change in fair value in financial derivatives SRITETARAAEZE - (991)
Provision for impairment of property, ME BERZBEREE T
plant and equipment and leasehold land HERE (98,670) (107,801)
Provision for impairment of contract assets BREERERE (38) =
Provision for impairment of trade receivables B S REWRRUR ERE (32) -
Provision for impairment of other receivables HoAth FE W AR BUR (B 5 (9,924) =
Provision for impairment of stocks FERERE (3,447) (4,359)
Miscellaneous Hith 2,767 3,057
(109,238) (110,106)
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PHA AR S M mR M
8. Interest expenses 8. FIRBX
Unaudited
Six months ended 30 June
RiBER
#E6A30R1L/KER
2018 2017
HK$’000 HK$'000
BR¥TT BT T
Interest on bank loans and overdrafts RITEFRBZ ZFE 27,417 28,480
Interest expense on convertible bonds AR ES 2 B R - 5,683
Interest expense on other borrowings HiEE 2R ERAX 1,163,230 953,778
Interest expense on senior notes BEEERZFEMS 155,272 170,325
Interest expense on private bonds FLEEHZFERX 5,967 208
Others HAh - 1,337
1,351,886 1,159,811
Less: amounts capitalised on qualifying assets i : R A B8 & EE AN 2 FUE (1,174,828) (996,547)
177,058 163,264

50

The annual weighted average interest rates of bank loans and other
borrowings are 6.2% (2017: 3.3%) and 23.3% (2017: 29.8%)
respectively, of which the capitalised annual weighted average interest
rate of other borrowings is 26.9% (2017: 42.2%). The imputed effective
capitalised annual weighted average interest rate of senior notes is 9.0%
(2017: 10.0% for senior notes and 26.9% for convertible bonds).

Taxation

Hong Kong profits tax has been provided at the rate of 16.5% (2017:
16.5%) on the estimated assessable profit for the six months ended 30
June 2018 and 2017 after taking into account the available tax losses
brought forward. Taxation on overseas profits has been calculated at the
rates of taxation prevailing in the countries in which the Group operates.

BITERMEMEENIEFESFFESF156.2%
(20174 :3.3% ) }223.3% (20174 : 29.8% ) * A
BEMEE 2 EAMEINEFIHFEFER26.9% (2017
F422%) - BAZENGEEEEE AN 2 INHEF
HEFIEE9.0% (2017F B EEH10.0% &% A]
B ESEE269% ) °

R

EBRNET TR E 220184 &201796 A30H £/~
&l AR ST R T A F) - 0Bk EHAAAE A e 4
SHE TR S B 18 - KT R 16.5% (20174 : 16.5% ) %
H e BINFISHRERAER Z CEEBEIERR 2
BITH R HE -

Unaudited
Six months ended 30 June
FEER
#F6A30RIL/<EARA

2018 2017
HK$’000 HK$'000
BT PEWETTT
Hong Kong profits tax BAEFNEH 7,624 8,456
PRC income tax A B FT S A - 2,539
Overseas profits tax YBINFIIS L 1,592 2,887
Deferred tax credit BEEFR AT A (232,120) (270,395)
(222,904) (256,513)
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10. Loss for the period 10. XRIMEEIR

Loss for the period has been arrived at after charging the following items: RN B IEE 0B T I%%IA -

Unaudited
Six months ended 30 June
KiBER
#E6A3081LRER
2018 2017
HK$°000 HK$'000
EBETT BT
Cost of sales HERF
Cost of construction BER AR
— Staff costs —BIRA 292,266 408,714
— Other construction costs —H b RS AN 2,018,716 2,909,563
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 2310982 3318277
Cost of property development MEZER R
and investment KB KA
— Staff costs —B TR~ 3,791 3,232
— Stock of properties sold —BHEZ
MEFE 4,936 6,785
- Others —H A 12,276 11,818
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, 21008 21835
Cost of retailing ZEA
__cOthes . TH® M 820
2,332,134 3,340,732
Depreciation on property, E R T Y5
plant and equipment and leasehold land FEREE L2
e 38,625 54,501
Auditor’s remuneration ZERADEN & 4,047 2,533
Operating lease rentals for land T RETFEE
and buildings HEHS 28,747 19,251
Outgoings in respect of LTEEZER
— Investment properties —REBEME 9,520 11,012
— Owner occupied property —BRZME - 2,318
Staff costs, included in general FA—RITBAR 2
and administrative expenses B TA 104,950 145,501
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1.

52

Loss per share 11.

Basic and diluted loss per share is calculated by dividing the Group's
unaudited loss attributable to the equity holders of the Company by
the weighted average number of ordinary shares in issue during the
corresponding period.

BiREBR

SRR E AN RS BB T R A A R A A SR
R B R AR RSB LA N BT 2 3l
BT 9 R B E 5 o

Unaudited
Six months ended 30 June
RIEF
8 E6A30R1L/<ER
2018 2017
Loss attributable to equity holders of the RAnE=EEE ARIEEBE
Company (HK$'000) (Note 1) (B¥ETT) (M) 704,973 1,086,726
Weighted average number of ordinary shares &2 2577 2 & i@ A% 1HE F 15 IR &K
issued ('000) () 5,706,671 5,706,671
Basic and diluted loss per share (HK cents) GRREAR R EEEE (BE) 12.4 19.0

Notes:

1. Pursuant to the terms of the convertible preference shares, the holders are at all
times entitled to dividends or other distributions of the same amount with respect
to the Company's ordinary shares, except in the case of winding up the Company.
There was no dividend declared by the board for the six months ended 30 June
2018 and 2017 and accordingly no adjustment has been made in the calculation
of the basic loss per share for the respective periods.

2. The diluted loss per share for the six months ended 30 June 2018 and 2017 is the
same as the basic loss per share because the exercise of the Group's share options,
convertible preference shares and convertible bonds would result in a decrease in
loss per share for the period.
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12.

13.

14.

Dividends

The Board has resolved not to declare the payment of an interim dividend

for the six months ended 30 June 2018 (2017: nil).

Notes to the Interim Condensed Consolidated Financial Statements
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12. BB

BEEEHANREEE2018F6 A308 IENEA 2
FEAMR S (20174 : &) ©

Investment properties 13. HEME
Unaudited Audited
30 June 31 December
2018 2017
FEEFR LT IZ
20184 20174
6A30H 12A31H
HK$’000 HK$'000
BETT BT T
At fair value: /A -
As at 1 January M1 A1H 11,317,718 9,597,022
Addition NE 80,673 346,500
Transfer to property, plant and HREYHE MR REREHEREE L
equipment and leasehold land - (40,470)
Fair value gain N EkE 412,033 707,268
Exchange difference E X ZE%8 (113,221) 707,398
As at 30 June/31 December M6A308,12A318 11,697,203 11,317,718
Properties under development 14. BEPYE
Unaudited Audited
30 June 31 December
2018 2017
REER Fig=73
20185 20174
6A30H 12H318
HK$’000 HK$'000
BRTT ST T
As at 1 January ®1A18 15,916,556 13,429,518
Additions NE 1,144,144 1,971,243
Provision for impairment VPRI (860,955) (361,383)
Exchange difference VE R =58 (117,548) 877,178
At 30 June/31 December W6 H308 128318 16,082,197 15,916,556
Properties under development comprise: BRAYEDLRE:
Land use rights T A A 12,682,195 12,639,190
Construction cost and BENA R
capitalised expenditure B 2,079,835 2,028,645
Interest expense capitalised BEREFEFRT 4,185,447 3,130,499
18,947,477 17,798,334
Less: Provision for impairment B, 1R E (2,865,280) (1,881,778)
16,082,197 15,916,556
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14. Properties under development (continued)

15.

54

14. BERPHE &)

As at 30 June 2018, the amount of properties under development
expected to be completed and available for sale within one
year is approximately HK$1,558,348,000 (31 December 2017:
HK$1,546,717,000). The remaining balance is expected to be recovered
after one year.

As at 30 June 2018, a portion of the Group's properties under
development with carrying amount of approximately HK$7,932,773,000
(31 December 2017: HK$8,745,598,000) was pledged as collateral for
the Group's other borrowings.

A provision for impairment loss on properties under development of
approximately HK$860,955,000 (2017: HK$515,349,000) was charged
to profit or loss for the six months ended 30 June 2018 due to the
decrease in the estimated net realisable value.

Receivables and prepayments

R2018F6A308  FEHBE N —FRER T K& A] #
HEZERPYESREL A7 1,558,348,0007T
(20174128318 : ##1,546,717,0007T ) © 8425878
BN —F &R E -

R2018F6 A30R AEE v #EBFWELHERE
B 4778 %7,932,773,0007T (2017612 A318 : B
8,745,598,0007T ) B MEAARE B EMEE 2 K
R o

TR YR E BB E L /B %860,955,0007T
(20174 : 78 #£515,349,0007T ) B & 201856 A
308 BN E A 2 BNk - Ty A EET A Z3RF
B D FTEL

15. BURRR AT &

Unaudited Audited
30 June 31 December
2018 2017
KRIEFX LEZ
20185 20174
6A30H 12A31H
HK$’000 HK$'000
BETT BT T
Trade receivables B HREWARR
— third parties —%=7 120,729 622,098
— provision for impairment —REREE (5,672) -
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, B 622098
Retention receivables (Note 1) RE S EIERFR (FFE)
clwelites L N - S8l 252
115,057 1,583,450
Other receivables HoAth FE U AR X
—third parties —m=F 165,405 271,258
— companies owned by a former director —HAARA—BAEESFHEED
of the Company (Note 2) A A (KEE2) 528,613 507,691
— provision for impairment — BB B (73,468) =
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, oo 778949
Deposits and prepayments EekBfNE
— third parties —%=5 909,064 696,641
1,644,671 3,059,040
Less: non-current portion B IETREN R D (352,916) (534,203)
1,291,755 2,524,837
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15. BIgiRR R & (&)

Notes: MIeE

15. Receivables and prepayments (continued)

Upon the adoption of HKFRS 15, retention receivables are included
in contract assets.

These companies represented two companies incorporated in the
PRC, which are owned by a former director of the Company (the
“Two Companies”), who resigned on 8 June 2017, and/or close
member of his family. Balances represent two borrowings granted
to the Two Companies which carry interest at 12% per annum and
at 0.91667% per month and are repayable by 21 August 2024
and 12 November 2018 respectively. Loans to the Two Companies
were concluded on terms and prices agreed by the Group and these

1. FRATEMBHRELABISHE  RESE
WERKF AR EE-

2. ZERRERFPEFEMAZAREAR (W
AR AARR—RZAMEESE (1KR2017
FoASHEHT) & S HITBHAS - 2E 5
ERTREARNMES BT EI12ERA
B0.91667[E 7 B &5 Al HKR2024F8 H21H
K2018F1MANBRIEENEE -MHE QA
ERIBRBAEE RZEME R G 1 E 8 E
RRBEETH - REE2018F6A30H 1L/

Two Companies. During the six months ended 30 June 2018, a BA #EHEEEMB ARG AR B
settlement agreement was entered into with the Two Companies #EHEB2018F3 23 EZF A HE I A Ber

AR RNZEMERE Bt 7K2018F6530
BZEEB s BARBEE

in relation to the settlement of these two borrowings within four
months from the date of signing of the settlement agreement on
23 March 2018. Accordingly, these balances are classified as current
assets as at 30 June 2018.*

B S RUWERIREI B 2 Rie AT

The aging analysis of trade receivables by due date is as follows:

Unaudited Audited

30 June 31 December

2018 2017

RIBER BEZ

20185 20174

6A30H 12H31H

HK$°000 HK$'000

EW T BT

Not yet due K EIH 99,796 584,107
1 to 30 days 1230k 1,669 187
31 to 90 days 31&290K 293 2,514
91 to 180 days 912180k 4,775 17,564
Over 180 days 180K A £ 8,524 17,726
115,057 622,098

AEEREEERMERERS 2 EEHTIRE—
BEEGEREEE SR LEa LR - REEBFW
B SRR Z EE8—MN F30260K (2017F
124318 : 30E60K) - BiEF 7% 2 R B £ fE YR
FIERERIA L 2GR EE - WA RRHEE S

The Group's credit terms for its construction business and property
rental services are negotiated with and entered into under normal
commercial terms with its trade customers. The credit period for the
trade receivables for construction business generally ranges from 30 to
60 days (31 December 2017: 30 to 60 days). Retention receivables in

respect of construction business are settled in accordance with the terms AR A ARETEUL

of respective contracts. Rental income is billed in advance of the rental

period.

& For the six-months period ended 30 June 2018, interest income from the Two S HZ=2018F6A30R 1L/~ 18 A EW M A R F B Uk

Companies of HK$24.7 million (30 June 2017: HK$22.8 million) were recognised
in the Group’s condensed consolidated interim income statements.

78 #24,700,0007T (2017476 A30H : 78 #22,800,000
70) TR AR B RS RRAR & K e R R -
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16. Bank loans 16. MITER
Unaudited Audited
30 June 31 December
2018 2017
RKBER KEZ
20185 20174F
6A30H 12A31H
HK$’000 HK$'000
EETT BT T
Bank loans, wholly payable within five years ~ ZBIASFAEEE R 2 R1TER
— secured/guaranteed —HERBER 421,404 832,377
— unsecured — IR 108,972 207,509
530,376 1,039,886
The repayment schedule of bank loans is RITERZERHANAT -
as follows:
Short term revolving bank loans RAERRITER - 688,022
Portion of bank loans due for repayment AR — EWEEZ
within one year RITERHBS - 226,564
. o HasEs
Pottion of bank loansondemand = MERWAZRTEZET e - .
Portion of bank loans due for repayment AN —FREREBSREKR
after one year but contain a repayment EREX ZRITEKEH
on demand clause
(i) in the second year (i) RE_FEH - 82,300
(i) in the third to fifth years, inclusive (il RE==FRFEIH
(BEREMEBEEN) - 43,000
. o sty
530,376 1,039,886
As at 30 June 2018, certain bank loans of the Group were secured M20185F6A30H - AKEB 2 & THRITEFHMU
by investment properties of HK$923,972,000 (31 December 2017: 75 #923,972,0007T (2017F12A31H : B
HK$910,384,000) (Note 13); restricted cash of nil (31 December 2017: 910,384,0007C) 2 & &M% (FEE13)  BEZT T
HK$360,673,000); and equity interests of the Group's subsidiary and (2017412 A318 : ##360,673,0007T ) 2 % R %u
guaranteed by the corporate guarantees executed by the Company and R RASEMBAR 2 RIEFEFRBERAR
certain subsidiaries. RETHEB AR EERIEER
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17. Payables and accruals 17. BEFIRRREER
Unaudited Audited
30 June 31 December
2018 2017
RBER KEZ
20185 20174F
6A30H 12H31H
HK$’000 HK$'000
BRETT BT T
Trade payables B 5 REINERR
— third parties —%=5 984,437 1,207,937
Retention payables IRE & FERBR K
— third parties —%=h 628,070 743,119
Accruals for builders’ work AEE TIRETE A 1,052,931 1,276,571
2,665,438 3,227,627
Other payables, deposits and accruals HAaETERIR - 2 S RIEFTE R
— third parties —%=5 1,664,396 2,039,982
— accruals for tax liabilities on — BN s 2
acquisition of land parcels in Tieling EETRiEEE 313,432 316,127
4,643,266 5,583,736
The aging analysis of trade payables by due date is as follows: B ENERIZRI A ZRRDTAT :
Unaudited Audited
30 June 31 December
2018 2017
REBEER KERZ
20185 20174
6A30H 12H31H
HK$°000 HK$'000
BRTT BT T
Not yet due R EIH 166,951 402,184
1 to 30 days 1230 134,816 72,456
31 to 90 days 31£290K 89,502 124,497
91 to 180 days 912180k 63,444 99,813
Over 180 days 180K A £ 529,724 508,987
984,437 1,207,937
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18.

19.

58

Senior notes

In May 2015, the Company issued the US$300 million Senior Notes. The
US$300 million Senior Notes bear interest of 8.75% per annum, which
are repayable semi-annually. The US$300 million Senior Notes will mature
on 18 May 2018. The Company may at its option, at any time prior to 18
May 2018, redeem the US$300 million Senior Notes in whole but not in
part, at a redemption price equal to 100% of the principal amount plus
the applicable premium as of, and accrued and unpaid interest to the
redemption date. The US$300 million Senior Notes are listed on the Stock
Exchange and can be dealt with by way of debt issues for professional
investors only.

In January 2016, the Company issued senior notes with principal amount
of US$150 million (the “US$150 million Senior Notes”). The US$150
million Senior Notes bear interest of 8.5% per annum, which are
repayable semi-annually. The US$150 million Senior Notes will mature on
22 January 2019. The Company may at its option, at any time prior to
22 January 2019, redeem the US$150 million Senior Notes in whole but
not in part, at a redemption price equal to 100% of the principal amount
plus the applicable premium as of, and accrued and unpaid interest to the
redemption date. The US$150 million Senior Notes are listed on the Stock
Exchange and can be dealt with by way of debt issues for professional
investors only.

As mentioned in Note 2.1 to the interim condensed consolidated financial
statements, the US$300 million Senior Notes fell due on 18 May 2018
and the Group has not paid the outstanding. This has led to the event
of default of the US$300 million Senior Notes and cross default of the
US$150 million Senior Notes which become immediately repayable and
classified as current liabilities as at 30 June 2018. As at 31 December
2017, US$300 million Senior Notes and US$150 million Senior Notes
were classified as current liabilities and non-current liabilities respectively.

Other borrowings and private bonds
Other borrowings

The other borrowings from financial institutions of HK$9,924,081,000
(31 December 2017: HK$8,507,457,000) bear weighted average interest
rate of 23.1% (31 December 2017: 26.0%) per annum, in which
HK$9,924,081,000 (31 December 2017: HK$6,392,413,000) will be
repayable within one year. As at 30 June 2018, certain other borrowings
were secured by the Group's investment properties of HK$8,762,498,000
(31 December 2017: HK$8,299,631,000); properties under development
of HK$7,932,773,000 (31 December 2017: HK$8,745,598,000)
(Note 14); property, plant and equipment and leasehold land of
HK$1,762,015,000 (31 December 2017: HK$1,793,550,000); stock of
properties of HK$557,538,000 (31 December 2017: HK$562,333,000);
and equity interests of the Group’s certain subsidiaries and guaranteed
by the corporate guarantees executed by the Company and certain
subsidiaries; and the personal guarantees executed by a director of the
Company and a director of a subsidiary.
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201545 A 782 A1 E 1T 7 300,000,0003 TT12 5¢
2 1% © 300,000,0003 JT & 5t 15 LAS. 75/ 2 F A
Rt B B F(EE — X 300,000,000% TE %L
EEAEMR2018F5818H BB - AN R A B Ti# 1%
M2018F5 188 Z AIE A R IZIHE R A& 58
100%MNEEEE B A ER=ENNEEEE B
MEFT RANFEMEDE Bo2HBmIELD
300,000,000 JT {2 5& 2 #% ° 300,000,000% JT 18 5¢
EERBRAT ETEEA AR EEREERETE
BE T R

2016517 - AR R E1T T A& 58150,000,0003%
JCHY B S Z= 4% (1150,000,000% TEBEZIE]) ©
150,000,0003% 7T 18 5 =45 LAS.5JE 2 G A & Et &, -
¥ FEE— X > 150,000,000= LB L ZE KR
20191 22 B 38 - AR A1) BT 2R 201941
R228 2 A RRIZAE R A S E100% IEE
fER B EREEREEED B ANET R
7 B H B EME - BB 2 2B =B 150,000,000
TSR EHE - 150,000,0003 T 5L EHE BT £
MEEAUMEEREEERTERN A NRE -

B HAEEARES SRR 2.1 p7
300,000,000 T8 £ R IEF 20185 A 18 H B HF A
N5 B & R X AR (8 38 FUE - 45 3 21300,000,000
ETLB R EER ZE X E 1 150,000,000 T8 5%
FRERNEL  IMEHR2018F68308 & kA
B EE B D AREAE - 12017F128318
300,000,0003% 7T & 5t £ 4% £ 150,000,0003% T 18 5
ER SR EARBABRIERBARE-

HEERRILERS
HER

KA SRR 2 H b {8 5% %9,924,081,0007T
(20174128318 : /B%8,507,457,0007T ) hiEF5
FEF = A231E (20174128318 1 26.0F) - 1 &
MR 2 75 159,924,081,0007T (20174F12 A31H 1 /B ¥
6,392,413,0007T) # 7B — F A E R - 201856
A30R - AT HAMEERARE B ES,762,498,000
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20.

Notes to the Interim Condensed Consolidated Financial Statements

Other borrowings and private bonds (continued)
Other borrowings (continued)

The other borrowings from third parties amounting to HK$770,283,000
(31 December 2017: HK$832,319,000) will be repayable within one year,
with a weighted average interest rate of 26.3% (31 December 2017:
19.8%). As at 30 June 2018, certain other borrowings are secured by
equity interests of the Group's certain subsidiaries and guaranteed by the
personal guarantees executed by directors of the Company.

Amongst the other borrowings from third parties, an amount of
HK$20,000,000 was borrowed from a third party of which Yan Jie, a non-
executive director of the Company, is the sole director of the said party.

Private bonds

The private bonds from third parties amounting to HK$27,200,000 (31
December 2017: HK$21,903,000) are unsecured and repayable in various
dates in 2021 and 2024, with a weighted average interest rate of 10.2%
(31 December 2017: 10%). During the six months ended 30 June 2018,
the Group did not settle the interest expenses as stipulated in the private
bonds agreement, and the bonds have become default. Accordingly, as at
30 June 2018, the bonds have been classified as current liabilities.

The carrying amounts of other borrowings and private bonds approximate

their fair value.

hE AR S B R AR Y R

19. Bt EERILER/EF

HUER (&)

REFE=H 2 HMEE AE%770,283,0007T (2017
F12H318 : & #832,319,0007T) AR —FAE
B IEFHRIR 526 32 (20179128318 :19.8
[B) - 7A2018F6 A30R - BT HMEEHRAEE 2
ETHB AR REERFERARRRZEETNIT
ZEABRERER

RBE=F2HMWERES M—BB=TTHE (K
DB —HBFPTES LRI ZE—ER)E
A& #20,000,0007T °

HLEEF

REFB=F Z2AEEH 127,200,000t (2017
128318 : ##21,903,0007T ) A E K # & AR
2021 FE K204 EZ A HE R - IIEFHFR A
10.2% (20174124318 1 10% ) < A E 201846
A30B1EXEAR AEETELEENEEFHE
MEZFERYT  BEFBREL AL 572018
F6HA30R BELHEARDEB-

HifEE RS ER 2 REEEE A ERE -

Share capital 20. B &
Unaudited Audited
30 June 2018 31 December 2017
REEX E%
201856 A30H 2017124318
Number of Number of
shares shares
BR&E Rin&E
’000 HK$'000 ‘000 _HK$'000
Tk ERTR T BB
Authorised, ordinary shares of ‘ﬁi ﬁﬂﬁﬁﬁ%ﬁﬂ 1T
HK$0.1 each:
At 1 January, 30 June and 31 December A1 H EI 6H3OH K12A31H 30,000,000 3,000,000 30,000,000 3,000,000
Authorised, preference shares of EE ﬁﬂﬁﬁﬁiﬁﬁﬂ 1T
HK$0.1 each: B%
At 1 January, 30 June and 31 December ~ 7A1 A1 EI 6H305 K12A31H 15,000,000 1,500,000 15,000,000 1,500,000
Ordinary shares, issued and fully paid: ~BE{TRBEZ &EK:
At 1 January, 30 June and 31 December ~ 71 A1H6A30H &12A31H 5,706,671 570,667 5,706,671 570,667
Preference shares, issued and ERTRAEZELRE:
fully paid:
At 1 January, 30 June and 31 December ~ A1 A1H6H30H &12A31H 5,704,166 570,417 5,704,166 570,417
11,410,837 1,141,084 11,410,837 1,141,084
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21. Commitments under operating leases 21. BEBAHRIE
As at 30 June 2018, the Group had future aggregate minimum lease M20185F6 H30H - REERE T Al HidE <« & &M
payments payable under non-cancellable operating leases as follows: WKz IEENEEFIBLENT
Unaudited Audited
30 June 31 December
2018 2017
KRIEF BREZ
20185 20174
6A30H 12H31H
HK$’000 HK$'000
BETT BT T
Land and buildings T REF
— not later than one year —E—FNA 45,038 55,225
— later than one year but not later than five years —BZFEFAFNA 31,069 39,785
— more than five years —RFE 870 10,018
76,977 105,028
As at 30 June 2018, the Group had future aggregate minimum lease 201856 A30H AL B RIFEN Al HdH 2 & &M
payments receivable under non-cancellable operating leases as follows: ARz SRR EFIBLTENT
Unaudited Audited
30 June 31 December
2018 2017
RIEFR KB
20185 20174
6A30H 12H31H
HK$’000 HK$'000
BETT BT T
Land and buildings T RiEF
— not later than one year —F—FR 47,212 52,696
— later than one year but not later than five years —EZFEERENRN 89,444 93,936
— more than five years —RFEUE 19,003 22,578
155,659 169,210
22. Capital commitments 22. BF &R
As at 30 June 2018, the Group had capital commitments as follows: 201856 H30R » REE B T 51| & AR AHHE -
Unaudited Audited
30 June 31 December
2018 2017
RBER KEZ
20185 20174F
6A30H 12A31H
HK$’000 HK$'000
BRETT BT T
Contracted but not provided for B ET B R
— Properties under development, —BRPYE KREMEPH
commercial properties under BRAPNEEDMERDE-
development under investment MBS R 55 N FH & At AR Y
properties and construction R T
in progress under property, plant
and equipment and leasehold land 2,520,988 2,568,877

60 Hsin Chong Group Holdings Limited Interim Report 2018



23.

24.

25.

Notes to the Interim Condensed Consolidated Financial Statements

hE AR S B R AR Y R

Related party transactions 23. MEAEZH
Save as disclosed elsewhere in these interim condensed consolidated BRZET MRS B RREMEEMRES
financial statements, the Group entered into the following related party O REBEIN THBELTR S
transactions.
Unaudited
Six months ended 30 June
KREFX
#HE6A30ALERER
2018 2017
HK$°000 HK$'000
BT BT T
Key management compensation FTEERBABZHE 27,606 30,092
Contingent liabilities 2. BIRAR
At 30 June 2018 and 31 December 2017, the Group is subject to various 7R2018F6 4308 %2017 128310 AEEBE KR —
claims on liquidated damages of certain construction contracts during BEBBETPHEEZESIRETEEEHNZER
the normal course of business. The Directors are of the opinion that the BERE-ZESRE AEERIEHRBARE
Group has applied extension of time to mitigate the liquidated damages TREEE AMMELEZ8ETEHAEEY
and any resulting liability would not materially affect the financial position BRI TR BT E-
of the Group.
Events after the reporting period 25. EMEREN
(a) Appointment of receivers of Wisdom Top International la) ZEEBZERERLEZEEA
Limited
As disclosed in the Company’s announcement dated 27 July 2018, BINAA R HEA2018%7 A27 H A& ATH
the Company received a notification that Industrial and Commercial B ARAARBEERA MN2018F7A25A Mg
Bank of China (Asia) Limited (“ICBC") has appointed Ms. Koo Chi Koo Chi SumZz= % Yeung Mei LeeZz £ ([#E &
Sum and Ms. Yeung Mei Lee (the “Receivers”) on 25 July 2018 as ADNBEFRBE TR (ZM)BRAR ([F
the joint and several receivers and managers of the issued share BETERIT ) EZETASZEBEBEERAA (&
capital of Wisdom Top International Limited (“Wisdom Top”), a 2)) (xra2EMBAR) BEITRAz £
wholly-owned subsidiary of the Company. As at 25 July 2018 and IRl B2 A8 5112 8 A B A 3R - 18201857 A25H K
up to the date of this report, certain loan facilities amounted to BEEAREAH SEARTBRIERTE
approximately HK$352,886,000 repayable by Wisdom Top to ICBC BHETENEVE )75 %352,886,0007T £ 4
have been overdue, and pursuant to the share mortgage made 2y BRI B TE3R7T KXDiamond Summit
between ICBC and Diamond Summit Limited, another wholly- Limited (AR Alz S—2ENB AR REEZ
owned subsidiary of the Company and the immediate holding BEEERAR)EL 2 RNER  FEITER
company of Wisdom Top, the Receivers have been appointed by TEMREEEEEA-
ICBC accordingly.
Wisdom Top owns a commercial property (the “Property”) in SEEFEEMNES —EmAYE (WD)
Guangzhou, the PRC, and Wisdom Top manages the lease of the YERYRME - ARE]—HEEREENR
property. The Company has been contemplating the disposal of the BB Z AT TE AR EEETEH MM
Property, and based on the estimated market value of the Property, RAFMSHEYE - RIS SRR R IAEE
the management of the Company expects that in the event that EEORERREB TEMNRIE-.

the Property is disposed in the open market, the proceeds shall
be sufficient to fully repay the overdue loan and the amounts
thereunder.
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25. Events after the reporting period (continued)

62

(b]

(c]

(d)

le]

Transactions and balances relating Mr. Zhou Wei, a former
executive director of the Company and his related entities

As disclosed in the announcement of the Company dated 2 May
2018, as a measure to resolve transactions and balances relating to
Mr. Zhou Wei and the Group, on 23 March 2018, the Company
and the relevant subsidiary of the Company, namely Hsin Chong
Holdings (China) Limited (“Hsin Chong (China)”), entered into a
settlement agreement with two related companies, pursuant to
which, two related companies agreed to repay to Hsin Chong
(China), within 4 months from the date of the agreement. Pursuant
to the settlement agreement, in order to finance the repayment
of the loan outstanding to a financial institution (“Trust Loan"),
the two related companies undertook to (i) sell the BJ Properties;
or (ii) procure a third party to provide the loan amount to Hsin
Chong (China) for repayment of the Trust Loan; or (iii) procure a
third party to purchase the RMB129 million and RMB247.5 million
loans borrowed by two related companies and repay the said
loans to Hsin Chong (China). Upon repayment of the Trust Loan in
accordance with any of the above methods, the relevant subsidiary
of the Company and the Company’s liabilities and obligations under
the Trust Loan shall be fully released and discharged. In case of
payment by a third party to the relevant subsidiary of the Company
for repayment of the Trust Loan, the relevant subsidiary of the
Company shall no longer be liable for repayment to the third party.

To recover such balances, on 23 July 2018, the Company’s PRC
lawyers have issued demand letters to these two related companies
to (i) declare that the loans to them and all interest accrued thereon
respectively be due and payable forthwith; and (i) notify them
that the Company will proceed to sell the underlying mortgaged
properties in Beijing to finance the repayment.

Termination of M+construction project

Subsequent to 30 June 2018, on 17 August 2018, the Group
received a notice from the West Kowloon Cultural District Authority
to terminate the contract for the M+ construction project with HCC.
The contract included work on the M+ Building, the Conservation
and Storage Building, a retail, dinning and entertainment building.
Currently, the Group is still estimating all possible potential
outcomes, including negative financial effect of any potential claims,
arising from the termination of M+ construction project to the
Group and such an estimate cannot be made up to the date of this
report.

Receipt of a petition

On 27 August 2018, HCC received a petition filed by Kenworth
Engineering Limited (the “Petitioner”) for an order that HCC
may be wound up by the High Court of the Hong Kong
Special Administrative Region (the “High Court”) pursuant to
the Companies Ordinance. The petition was filed against HCC
for failure to settle a sum of approximately HK$8,285,000 for
construction costs payable.

MOU in relation to the disposal of the entire issued share
capital of HCC

On 29 August 2018, the Company and a purchaser entered into
a MOU in relation to the disposal of the entire issued share capital
of HCC. Based on the MOU, the purchaser may provide financial
support in the amount of HK$600 million as working capital for the
projects of HCC. Out of such HK$600 million, the purchaser will
provide HK$300 million within one week of the date of the MOU
and the remaining HK$300 million will be provided within two
weeks of the date of the MOU.

Details of the MOU were set out in the Company’s announcement
dated 29 August 2018.
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FHIERGRSMRRRNERNRE

Tel : +852 2218 8288
Fax: +852 2815 2239
www.bdo.com.hk

IBDO

E:F : +852 2218 8288
{EE : +852 2815 2239
www.bdo.com.hk

REPORT ON REVIEW OF INTERIM CONDENSED CONSOLIDATED FINANCIAL
STATEMENTS

TO THE BOARD OF DIRECTORS OF HSIN CHONG GROUP HOLDINGS LIMITED
(incorporated in Bermuda with limited liability)

Introduction

We have reviewed the interim condensed consolidated financial statements
set out on pages 15 to 62, which comprise the condensed consolidated
balance sheet of Hsin Chong Group Holdings Limited (the “Company”)
and its subsidiaries (collectively referred to as the “Group”) as at 30 June
2018 and the related condensed consolidated interim income statement,
condensed consolidated interim statement of comprehensive income,
condensed consolidated interim statement of changes in equity and condensed
consolidated interim statement of cash flows for the six-month period then
ended, and a summary of significant accounting policies and other explanatory
notes (the “interim condensed consolidated financial statements”). 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
are responsible for the preparation and fair presentation of the interim
condensed consolidated financial statements in accordance with HKAS 34. Our
responsibility is to express a conclusion on the interim condensed consolidated
financial statements. This report is made 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.

Because of the matters described in the “Basis for Disclaimer of Conclusion”
paragraphs, however, we were not able to obtain sufficient appropriate
evidence as a basis for expressing a conclusion on the interim condensed
consolidated financial statements.
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Basis for Disclaimer of Conclusion

(1]

64

Multiple uncertainties relating to going concern

As described in Note 2.1 to the interim condensed consolidated financial
statements, the Group reported loss attributable to the owners of the
Company of HK$705 million and had a net operating cash outflow of
approximately HK$1,418 million during the six-month period ended 30
June 2018. As at the same date, the Group's total borrowings amounted
to HK$14,739 million and were all classified as current liabilities, while its
unrestricted cash and cash equivalents amounted to HK$352 million only.

As at 30 June 2018, total borrowings of the Group of HK$4,525 million
were overdue. Up to the date of this report, total borrowing of the Group
of HK$5,064 million were overdue. These overdue borrowings included
the US$300 million 8.75% per annum senior notes (the “US$300
million Senior Notes"). However, the Group has not been able to obtain
extensions of repayments of such balances prior to the date of this report.
These overdue borrowings without extension would be immediately
repayable if requested by the lenders. Included in these overdue
borrowings, total borrowings of HK$168 million did not meet certain
financial ratios as set out in the covenants in the relevant borrowing
agreements. Furthermore, the US$300 million Senior Notes, equivalent
to HK$2,325 million, issued by the Group, fell due for redemption on 18
May 2018. The Group has not paid the amounts outstanding under the
US$300 million Senior Notes (the “Payment Default”). This has resulted
in the event of default of the US$300 million Senior notes and cross
default of the US$150 million, 8.5% per annum senior notes, equivalent
to HK$1,163 million. The Payment Default has also resulted in cross-
defaults of certain bank loans of HK$353 million and other borrowings
of HK$2,230 million which become immediately repayable and are all
classified as current liabilities as at 30 June 2018.

On 17 August 2018, the Group received a notification from the West
Kowloon Cultural District Authority to terminate the Group’s construction
service contract for the M + project. As at the date of this report, the
directors of the Company were in the process of estimating any negative
financial effect on the Group arising from the termination including any
potential claims against the Group.

On 27 August 2018, a wholly-owned subsidiary of the Company (the
"Wholly-owned Subsidiary”) received a petition filed by its creditor for an
order that the Wholly-owned Subsidiary may be wound up by the High
Court. The petition was filed against the Wholly-owned Subsidiary for its
failure to settle a sum of approximately HK$8,285,000 for construction
costs payable.

These conditions indicate the existence of material uncertainties which

may cast significant doubt about the Group's ability to continue as a
going concern.
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Basis for Disclaimer of Conclusion (continued)

(1] Multiple uncertainties relating to going concern (continued)

The directors of the Company have been undertaking a number of
measures to improve the Group's liquidity and financial position, and
to remediate certain delayed repayments to financial institutions, which
are set out in Note 2 to the interim condensed consolidated financial
statements. The interim condensed consolidated financial statements
have been prepared on a going concern basis, the validity of which
depends on the outcome of these measures, and the court decision of
the legal case in which the Group is a defendant, which are subject to
multiple uncertainties, including (i) the successful negotiations with the
lenders for the renewal of or extensions for repayments of outstanding
borrowings, including those with overdue principals and interests; (ii) the
success of obtaining additional new sources of financing as and when
needed; (iii) the success in reaching a consensual restructuring plan
with the noteholders of the senior notes; (iv) the successful execution
of the memorandum of understanding (the “MOU") in relation to the
potential disposal of the Wholly-owned Subsidiary; (v) the successful
implementation and acceleration of its disposal plan of its property, plant
and equipment and leasehold land, investment properties, properties
under development and completed properties held for sale, including
timely execution of definitive sales agreements and timely collection of
the disposal proceeds, and the successful deferral of capital expenditures
for the Group’s projects held on hand; (vi) the successful pre-sales of
certain residential units in Foshan so as to generate operating cash
inflows; (vii) the successful negotiation with the Group'’s existing lenders
such that no action will be taken by the relevant lenders to demand
immediate repayments of the borrowings in any breach of loan covenants
or default, including those with cross-default terms; (viii) the successful
maintenance of relationship with the suppliers of the Group, in particular
those in relation to the Group's construction business and the property
development projects such that no actions will be taken by those suppliers
against the Group should the Group not be able to meet all the payment
obligations on a timely basis and notwithstanding a supplier creditor filed
a petition against the Wholly-owned Subsidiary on 27 August 2018; and
(ix) the potential purchaser of the Wholly-owned Subsidiary of the Group
may provide financial support to the Group at its discretion in the amount
of HK$300 million within one week from 29 August 2018 and another
HK$300 million within two weeks from 29 August 2018 as working
capital to the Wholly-owned Subsidiary. These financial support provisions
are contained in a non-legally binding MOU. Among other conditions,
the execution of the MOU, including the provision of financial support,
is subject to risk control assessment to be conducted by the potential
purchaser.
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Basis for Disclaimer of Conclusion (continued)

(1]

2]

66

Multiple uncertainties relating to going concern (continued)

We did not express a review conclusion on the Company's interim
condensed consolidated financial statements for the six months ended
30 June 2017 and we did not express audit opinion on the Company's
consolidated financial statements for the year ended 31 December
2017 (the “"Company 2017 financial statements”) due to the potential
interaction of the above-mentioned uncertainties including (i), (i), (v) to
(viii) relating to going concern and the possible cumulative effect on the
Company'’s financial statements, and the other limitations on our scope
of procedures. The multiple uncertainties remain unresolved as of 30 June
2018 and their possible cumulative effects on the interim condensed
consolidated financial statements could be both material and pervasive.

Should the Group fail to achieve the above mentioned plans and
measures, it might not be able to continue to operate as a going concern,
and adjustments would have to be made to write down the carrying
values of the Group’s assets to their recoverable amounts, to provide
for any further liabilities which might arise and to reclassify non-current
assets and non-current liabilities as current assets and current liabilities
respectively. The effects of these adjustments have not been reflected in
the interim condensed consolidated financial statements.

Transactions and balances relating to Mr. Zhou Wei, former
executive director of the Company and his related entities

In response to the following matters, we have encountered various
limitations during the course of our review of the interim condensed
consolidated financial statements for the six month period ended 30 June
2018.
(2) () Funding arrangements in relation to certain
properties in Beijing

A set of agreements (“Agreement A"”), which was not
complete and fully executed, was entered into by a wholly-
owned subsidiary of the Group (“Subsidiary A”), Mr. Zhou
Wei (“Mr. Zhou"), and a People’s Republic of China (the
“PRC") incorporated company indirectly owned by Mr. Zhou
and his relative (“Mr. Zhou's Company A"). Pursuant to
Agreement A, Mr. Zhou's Company A sold certain properties
in Beijing, the PRC (the “BJ Properties”) to the Group at a
consideration of RMB500 million. According to Agreement
A, the Group made a first instalment of RMB130 million
upon fulfilling certain conditions, of which RMB129 million
had been paid by Subsidiary A to Mr. Zhou's Company A in
August 2016.
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Basis for Disclaimer of Conclusion (continued)

(2) Transactions and balances relating to Mr. Zhou Wei, former
executive director of the Company and his related entities

(continued)

03]

@)

Funding arrangements in relation to certain
properties in Beijing (continued)

Another set of agreements (“Complete Agreement A”)
were entered by the Subsidiary A, Mr. Zhou and Mr. Zhou's
Company A which was the same as Agreement A except that
they were complete and fully executed. Pursuant to further
documents entered by Subsidiary A, another wholly-owned
subsidiary of the Group (“Subsidiary B”) and Mr. Zhou's
Company A (“Further Documents”), Complete Agreement
A was terminated as Subsidiary A did not provide the
remaining funding of RMB370 million under that agreement.
Furthermore, the balance of RMB129 million advanced by
Subsidiary A was treated as an unsecured loan to Mr. Zhou's
Company A, which carries interest at 12% per annum and is
repayable before 21 August 2024.

This balance of RMB129 million was recorded as “Receivables
and prepayments” under current assets in the Group's
condensed consolidated balance sheet as at 30 June 2018
(31 December 2017: RMB129 million classified as non-current
assets).

Interest receivables of RMB23.2 million were included as
“Receivables and prepayments” under current assets in the
Group’s condensed consolidated balance sheet as at 30 June
2018 (31 December 2017: RMB16 million).

For the six-month period ended 30 June 2018, interest
income of RMB7.2 million (six-month period ended 30
June 2017: RMB7.2 million) was recognised in the Group's
condensed consolidated interim income statement.
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Basis for Disclaimer of Conclusion (continued)
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68

Transactions and balances relating to Mr. Zhou Wei, former
executive director of the Company and his related entities

(continued)

03]

(i)

Cooperation agreement in relation to the BJ
Properties

A cooperation agreement was entered into between another
wholly-owned subsidiary of the Group (“Subsidiary C") and
another PRC incorporated company owned by Mr. Zhou's
relatives (“Mr. Zhou's Company B”) together with a guarantee
agreement entered into amongst Subsidiary C, Mr. Zhou's
Company A and Mr. Zhou (collectively, “Agreement B").
Pursuant to Agreement B, as considerations for certain
services provided by Mr. Zhou's Company B, Subsidiary C
should pay a total amount of RMB247.5 million to Mr. Zhou's
Company B. Payments of RMB126.2 million and RMB121.3
million were made by Subsidiary C to another company
indirectly owned by Mr. Zhou on 29 December 2016 and 13
January 2017, respectively, which were financed by a long-
term loan facility of RMB420 million provided by a financial
institution in the PRC to the Group on 28 December 2016.
Pursuant to the relevant loan agreement, Mr. Zhou's Company
A agreed to pledged the BJ Properties to the financial
institution as a security to the loan facility of RMB420 million
(the “Trust Loan") provided to subsidiary C.

Pursuant to another agreement (“Agreement C"), Agreement
B was subsequently terminated and a loan agreement
("Agreement D”) was entered into, pursuant to which total
payments of RMB247.5 million, made on 13 January 2017
in accordance with Agreement B, are treated as a loan from
Subsidiary C to Mr. Zhou's Company B for a term of period
from 28 December 2016 to 12 November 2018, which carries
interest at 0.91667% per month.

As at 30 June 2018, the total payment of RMB247.5 million
was recorded as “Receivables and prepayments” under
current assets in the Group's condensed consolidated balance
sheet. Interest receivable of RMB39.9 million was recorded
as "“Receivables and prepayment” under current assets in
the Group’s condensed consolidated balance sheet as at
30 June 2018 (31 December 2017: RMB27 million). For the
six-month period ended 30 June 2018, interest income of
RMB12.9 million (six-month period ended 30 June 2017:
RMB12.9 million) was recognised in the Group's condensed
consolidated interim income statement.
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THERGEMBERRNENRSE

Basis for Disclaimer of Conclusion (continued)

(2) Transactions and balances relating to Mr. Zhou Wei, former
executive director of the Company and his related entities

(continued)

) (i)

Cooperation agreement in relation to the BJ
Properties (continued)

During the six-month period ended 30 June 2018, on
23 March 2018, the Company and relevant subsidiary of
the Company, entered into a settlement agreement with
Mr. Zhou's Company A and Mr. Zhou's Company B (the
“Settlement Agreement”) pursuant to which Mr. Zhou's
Company A and Mr. Zhou's Company B agreed to repay
to the relevant subsidiary of the Company, within four
months from the date of the Settlement Agreement, all
the outstanding amounts arising from the Trust Loan. The
Settlement Agreement was not executed up to the settlement
deadline on 22 July 2018.

On 23 July 2018, the Company issued demand letters to
Mr. Zhou's Company A and Mr. Zhou's Company B to (i)
declare that the loans to them and all interest accrued thereon
respectively are due and payable forthwith; and (i) notify them
that the Company would proceed to sell the BJ Properties to
finance the repayment.

As at the date of this report, the directors of the Company
were unable to provide us explanations about the business
rationale and commercial substance of all related transactions
and balances. Because of the above scope limitation, the
following issues which were highlighted in our review report
on the Company's interim condensed consolidated financial
statements for the six months ended 30 June 2017 and in
our audit report on the Company's consolidated financial
statements for the year ended 31 December 2017 remained
unresolved:

() ascertain the business rationale and commercial
substance, occurrence, accuracy, completeness and
presentation of these transactions and the related
balances as at 31 December 2017 and 30 June 2018
and during the six-month period ended 30 June 2017
and 30 June 2018; and

(i) whether the effects of these transactions have been
properly accounted for and disclosed, including the
accuracy and completeness of any related party
transaction disclosures.
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Report on Review of Interim Condensed Consolidated Financial Statements

FHEARE M BERRNERNERS

Disclaimer of Conclusion

Due to the significance of the matters described in the “Basis for Disclaimer of
Conclusion” paragraphs above, we were unable to obtain sufficient appropriate
evidence to form a conclusion on the interim condensed consolidated financial
statements. Accordingly, we do not express a conclusion on these interim
condensed consolidated financial statements .

BDO Limited
Certified Public Accountants

Au Yiu Kwan
Practising Certificate Number PO5018

Hong Kong, 31 August 2018
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Directors’ and Chief Executives’ Interests and Short
Positions in shares, underlying shares and debentures of
the Company and its Associated Corporations

As at 30 June 2018, the interests and short positions of the Directors and
the chief executive of the Company in the shares, underlying shares and
debentures of the Company or any of its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (Chapter 571 of
the Laws of Hong Kong) (the “SFO")), which were required: (a) to be notified
to the Company and The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) pursuant to Division 7 and 8 of Part XV of the SFO (including
interests and short positions which they are taken or deemed to have under
such provisions of the SFO); or (b) pursuant to section 352 of the SFO, to be
entered in the register referred to therein (the “Register”); or (c) to be notified
to the Company and the Stock Exchange pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers (the “Model Code”) as set
out in Appendix 10 to the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”), were as follows:

Long positions in the ordinary shares (the “Shares”) and underlying
shares of the Company

Other Information

Hib &

EERTHASRELAFREMEBEEZ
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R2018F6 A30H AR B FEE RITHBENA AR
AR EE (TR REBENEST1EEE LS IE
B ([ H R EAEEG]) EXVER) 2 5 « B G, &ME
HFHREAE QIRIEFEF R EEGEXVEBETRESH
HAMEARQNRIRBEBHERZAARAR ([BRAT])
ZHEBRAR (BREBEEFRBEEIEBEESE
WEEIRABER 2R KAR) IR IEFE S K
EIEPIEI2GRE SN ZIG T S M ([ &) 2
= MORE S(ORIBEI R FTE A E AR RN ([ ETAREI])
Er+FrEi B R ( EMBITAESETELRRINTE
SPR ([TZ2SPAI]) BB AA A 7 B 2 fr 2 s Mok
BT

RELEEBRRG ([RE])RIEHREZIFE

Approximate
percentage of

Number of Number of interests in

shares held/ underlying the issued

Name of Directors Capacity involved shares held Total  share capital

HE®T

BE BRZ FRZHEE BEZES

EEnR S5 B & H B H st @Hhast

(Note 4)

(P E4)

LIN Zhuo Yan (“Mr. LIN") Interests of spouse 1,466,858,789 - 1,466,858,789 25.70%

MEFE (TARFEAED) e B s (Note 1)
(BfF&ET)

Interests of controlled corporation(s) — 2,704,166,666 2,704,166,666 47.39%
R EE R (Note 2)
(KzE2)

Joseph CHOI Kin Hung Beneficial owner - 1,334,000 1,334,000 0.02%
N E=EAA (Note 3)
(Pf5E3)

LUI Chun Pong Beneficial owner - 750,000 750,000 0.01%
=EE] BEmAAEA (Note 3)
(F3E3)
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Notes:

1. 475,816,993 Shares are held by Neo Summit Limited (“Neo Summit”), which is owned
by (a) Pinnacle State Real Estate Limited as to 28.89%; (b) Summit View Holdings Limited
("Summit View") as to 13.33%; (c) Jones Capital Investments Limited as to 28.89%; and
(d) Becl World Holding Ltd as to 28.89%. Jones Capital Investments Limited is wholly-
owned by Ms. MA Kwing, Pony (“Ms. MA"). As such, Neo Summit is deemed to be a
controlled corporation of Ms. MA under the SFO.

991,041,796 Shares are held by Summit View, which is owned as to 50% by Ms. MA. As
such, Summit View is deemed to be a controlled corporation of Ms. MA under the SFO.

Mr. LIN, the Non-Executive Chairman of the Company, is the spouse of Ms. MA and is
deemed to be interested in the aforesaid 1,466,858,789 Shares under the SFO.

2. As disclosed in (i) the announcement of the Company dated 15 May 2014, Hsin Chong
Property Holdings Limited (a wholly-owned subsidiary of the Company) as the Purchaser
entered into the Acquisition Agreement with Rich Century Development Limited (“Rich
Century”) (a company wholly-owned by Mr. LIN) as the Vendor and Mr. LIN as the
warrantor regarding a very substantial acquisition in relation to the acquisition of a
property development project in the PRC; and (i) the announcement of the Company
dated 4 November 2014, a Supplemental Agreement was entered into amongst the
same parties. As part of the consideration of the Acquisition Agreement, the Company
may issue to Rich Century convertible preference shares (“CPSs”) which can be converted
into Shares. As such, Rich Century being a company wholly-owned by Mr. LIN is deemed
to be a controlled corporation of Mr. LIN under the SFO.

As disclosed in the announcement of the Company dated 8 January 2015 in relation
to the issuance of CPSs as part of the consideration, the total number of CPSs (issued
or which may be issued) to Rich Century and which can be converted into Shares is
6,253,829,151. Upon issue of certain number of CPSs to Rich Century on 8 January
2015, it then disposed 1,855,563,322 CPSs on the same date. Therefore, as of 30 June
2015, Rich Century held 4,398,265,830 CPSs (rounding difference included).

As further disclosed in the announcements of the Company dated 30 June 2015, 15
January 2016 and 26 April 2016 respectively in relation to the issuance of CPSs as part
of the consideration, Rich Century was further allotted by the Company 1,095,042,146
CPSs, 259,263,039 CPSs and 295,833,333 CPSs on 8 July 2015, 15 January 2016 and 26
April 2016 respectively. Rich Century then disposed 1,095,042,146 CPSs, 259,263,039
CPSs, 280,000,000 CPSs and 15,833,333 CPSs on 15 July 2015, 19 January 2016, 29
April 2016 and 31 May 2016 respectively. Therefore, as at 30 June 2018, Rich Century
held 2,704,166,666 CPSs.

3. As at 30 June 2018, the interests in the underlying shares held by the Directors
represented share options granted pursuant to the share option scheme adopted by the
Company on 22 May 2008. Details of share options granted were set out on page 74
under the section “Share Option Schemes”.

4. There were 5,706,670,104 Shares in issue as at 30 June 2018.

Save as disclosed above, as at 30 June 2018, none of the Directors or 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) which had been
notified to the Company and the Stock Exchange or as recorded in the Register
or as otherwise notified to the Company and the Stock Exchange pursuant to
the Model Code.
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Share Option Schemes
2008 Option Scheme

A share option scheme was adopted by the shareholders of the Company
on 22 May 2008 (the “2008 Option Scheme”). Details of the 2008 Option
Scheme have been disclosed in the 2017 Annual Report of the Company.

Details of movements in the share options under the 2008 Option Scheme
during the period and options outstanding as at the beginning and end of the
period are as follows:
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Bk ERE
20085 ;ZBR 12 5181

—IHRREAERTE] Th i AN A R B R 2008455 A 22 H ER 49
([2008FRMHETEI]) - 2008FRBAE BN 2 FHBC W
BRARRQRR017EEFERA -

7R2008F R B ERT &I T RBEN IR 2 B8 - M B Y]
MR Z RITERBREFBENT

Closing
Number of Number of price
share share per share
options . . options immediately
held as at Changes during the period held as at Exercise before date
Lilok4 ] :
1 January 30 June price of grant of
Name of grantees Date of grant 2018 Granted Exercised Lapsed Cancelled 2018 per share Exercisable period share options
20185 R20185E
1R18 6A30A R&BmE
HEZ REZ i BRI
ARARE RHAH BRiEsE B T &% HH  RREBE SRTER el SREHRE
(dd/mmAyyyy) (HKS) (da/mmsyyyy) (HKS)
(B/R/5) (B%T) (B/R/%®) (B%R%)
Directors
=
Joseph CHOI Kin Hung 04/12/2009 1,334,000 - - - - 1,334,000 1.02 04/12/2010 - 03/12/2019 1.02
LUI Chun Pong 01/0922011 750,0007 - - - - 750,000 129 30/09/2012 - 31/08/2021 127
BiRH
Employees (in aggregate) 23/05/2008 14,000,0007 - - (14,000,000 - - 213 01/01/2009 - 22/05/2018 2.04
&R (45r) 01/0922011 1,500,000 - - - - 1,500,000 129 30/09/2012 - 31/08/2021 127
Total 17,584,000 - - (14,000,000 - 3,584,000
@t
Notes: (ks

(1) Share options were vested in three portions on 4 December 2010, 2011 and 2012
respectively, and became exercisable for a period from the respective dates and ending on
3 December 2019.

(2)  Share options were vested in three portions on 30 September 2012, 2013 and 2014
respectively, and became exercisable for a period from the respective dates and ending on
31 August 2021.

(3)  Share options were vested in three portions on 1 January 2009, 2010 and 2011
respectively, and became exercisable for a period from the respective dates and ending on

22 May 2018.

(4)  These 14,000,000 share options lapsed on 22 May 2018.

(1) RBHED BIF2010%5 20114 M2012F12 4R I =88 D 57
B RS E B E2019F12 838 (IR A F17{E -

(2)  RBHED BIF20124 ~ 20134 M20149F9 8308 5 = 28 0 57
B IR EE B E2021F8A318 IR A F17{E -

(3)  RBHEDBIF20094F 1 20104F M20114F1 A1 BR =N HE -
WRAEE BEFEZE2018F5A228 (H AR A F17{F

@) #%%14,000,00017 R HEE R2018F5 522 B KK
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Substantial Shareholders’ and Other Persons’ Interests
and Short Positions in Shares and Underlying Shares of
the Company

As at 30 June 2018, the following persons/entities (other than a Director or
chief executive of the Company) had or were deemed or taken to have interests
and short positions in the Shares and underlying shares of the Company
as recorded in the register of interests and short positions of substantial

FRHRREEMALHRE LT RD RN
BRITPAHEACEGRIXE

7201896 A308 « IRIEFE H M B E 1§51 53361548 A 7]
BYFEZEERERS AR ELM
M) Frecsk THAL B (AR ESRITHRAH
BRON) AR R (A R AB B RR 15 P HE B Sk iR B sk & 1

([E2BERER

shareholders (the “Register of Substantial Shareholders”) required to be kept by ~ A KX E -
the Company pursuant to section 336 of the SFO:
Long positions in Shares and underlying shares of the Company RELXERGRIGFGRIGCIFE
Approximate
percentage of
Number of Number of interests in
shares underlying the issued
Name of Shareholders Capacity held/involved shares share capital
HERT
Fits,/ BRZ BEFzER
BREE e E L] BRizEE Rk A BHESL
(Note 3)
(H5E3)
(1) Tewoo Group Co., Ltd. Interests of controlled corporation(s) 513,861,240 3,000,000,000 61.57%
REVESEARAR ZEEE R
(2) Tewoo Investment Co., Limited Beneficial owner 137,940,000 - 2.42%
AMBEEBR AT ERBEREA
Interests of controlled corporation(s) 375,921,240 3,000,000,000 59.16%
S EE R
(3) Riant Investment Co., Limited BeneﬁEiaI owner 375,921,240 3,000,000,000 59.16%
IhZREER AR E=mEBA
(4) Neo Summit Limited BeneﬁEiaI owner 475,816,993 - 8.34%
HMEAFR AR EXHEA (Note 1(a))
(PHE1()
(5) Summit View Holdings Limited BenefiEiaI owner 991,041,796 - 17.37%
BRERERRF ERBEAA (Note 1(b)
(BT5E1())
(6)  MA Kwing, Pony Interests of controlled corporation(s) 1,466,858,789 - 25.70%
5 XEE R (Note 1)
(BEE1)
Interests of spouse - 2,704,166,666 47.39%
xS (Note 2)
(Bizk2)
(7) Wilfred WONG Ying Wai BeneﬁEiaI owner 26,000,000 - 0.46%
THE EnlEEA
Interests of controlled corporation(s) 1,466,858,789 - 25.70%
SEEE R (Note 1)
igza))
(8) Rich Century Development Limited Beneficial owner - 2,704,166,666 47.39%
At BHREER AR EnlEEA (Note 2(a)
(HIF2(a))
9) Cheng Yu Tung Family (Holdings) Interests of controlled corporation(s) 400,000,000 - 7.01%
Limited XEEEER (Note 4)
G
Hsin Chong Group Holdings Limited Interim Report 2018
74



Other Information

Approximate
percentage of
Number of Number of interests in
shares underlying the issued
Name of Shareholders Capacity held/involved shares share capital
HERT
R/ BRZ BEFzER
BRBE e 513 BRizEE HERER O E HBHEsL
(Note 3)
(FIE3)
(10)  Cheng Yu Tung Family (Holdings Il) Limited  Interests of controlled corporation(s) 400,000,000 - 7.01%
XEEEE (Note 4)
(P 5E4)
(1) Chow Tai Fook Capital Limited Interests of controlled corporation(s) 400,000,000 - 7.01%
XEEEE (Note 4)
(Pi=E4)
(12)  Chow Tai Fook (Holding) Limited Interests of controlled corporation(s) 400,000,000 - 7.01%
XEEEER (Note 4)
(Pi5E4)
(13)  Chow Tai Fook Nominee Limited Beneficial owner 400,000,000 - 7.01%
BAXREREABRAR BEmEAA (Note 4)
(Pi5E4)
(14)  MAK Siu Hang Viola Interests of controlled corporation(s) 400,000,000 - 7.01%
-3 XEEEE
(15)  VMS Investment Group Ltd. Benefigial owner 400,000,000 - 7.01%
EmEBA
Notes: MsE:
1 (@) 475,816,993 Shares are held by Neo Summit, which is owned by (a) Pinnacle State 1. (@)  F¥TIE+55475,816,993M A W A LA T & J5(a)lg )X
Real Estate Limited as to 28.89%; (b) Summit View as to 13.33%; (c) Jones Capital MEABR QA HEAE28.89% : (b)ES#HE13.33% : (o)
Investments Limited as to 28.89%; and (d) Becl World Holding Ltd as to 28.89%. Jones Capital Investments Limited#7528.89% : }%(d) Becl
Pinnacle State Real Estate Limited is indirectly wholly-owned by Dr. WONG Ying World Holding Ltd#528.89% ° & & ih 2 A IR A &) 4%
Wai (“Dr. WONG"), a former director of the Company. Jones Capital Investments NEIZAMEBERTRERE LT ([EBLME2EHE-
Limited is wholly-owned by Ms. MA. As such, Neo Summit is deemed to be a Jones Capital Investments Limitede8 522 -2 & A ©
controlled corporation of Dr. WONG and Ms. MA under the SFO. b RIEF S REBERA SRR ATE L RELL
ZRiEEE .

(b) 991,041,796 Shares are held by Summit View, which is owned as to 50% by Dr. (b) BS$5E991,041,7968 8% WATFHETRELTEA
WONG and 50% by Ms. MA. As such, Summit View is deemed to be a controlled HH50% Bt IRIEFES BRG] BSERAT
corporation of Dr. WONG and Ms. MA under the SFO. BrRExt+zZEEE-

2 (@  Asdisclosed in (i) the announcement of the Company dated 15 May 2014, Hsin 2. (@)  #a()ARaE HEA2014F58158 2 RS EE  #

Chong Property Holdings Limited (a wholly-owned subsidiary of the Company)
as the Purchaser entered into the Acquisition Agreement with Rich Century (a
company wholly-owned by Mr. LIN) as the Vendor and Mr. LIN as the warrantor
regarding a very substantial acquisition in relation to the acquisition of a property
development project in the PRC; and (ii) the announcement of the Company
dated 4 November 2014, a Supplemental Agreement was entered into amongst
the same parties. As part of the consideration of the Acquisition Agreement, the
Company may issue to Rich Century CPSs which can be converted into Shares in
the Company.

As disclosed in the announcement of the Company dated 8 January 2015 in
relation to the issuance of CPSs as part of the consideration, the total number
of CPSs (issued or which may be issued) to Rich Century and which can be
converted into Shares is 6,253,829,151. Upon issue of certain number of CPSs
to Rich Century on 8 January 2015, it then disposed 1,855,563,322 CPSs on the
same date. Therefore, as of 30 June 2015, Rich Century held 4,398,265,830 CPSs
(rounding difference included).

EHERERBRAR (A r—HME2EEEWBAR)
(fEAER HFttER (—MaMtE2E 2R
Al (HERER ) Rk E (FERERAN)FA BKRE—
BMNRPEZMEERIBR ZIEFEANRBEEE L
g kA AR BB A2014F11 4B 2 REFT
W BRZETOF I HR R - ERREHERE
2Z—80  AQR A AT B R TR ERE R B
AT AR QR -

BINAA R B A20155F1 ASA N A AT EiR
BRBRERBHREZASHEE B sk el mFH it
BRIIT 2 AT EIRE ST AR 48 $/56,253,829,151% - 7]
i AR - R20155F 1 ABA ARt B BB ITH T8
8z o] R E L% ER R A 1 51,855,563,322%
A e L A% - L R201546 A308 - FItE B EHH
4,398,265,830R ATEEIRE LR (M AAZER) ©
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As further disclosed in the announcements of the Company dated 30 June 2015,
15 January 2016 and 26 April 2016 respectively in relation to the issuance of CPSs
as part of the consideration, Rich Century was further allotted by the Company
1,095,042,146 CPSs, 259,263,039 CPSs and 295,833,333 CPSs on 8 July 2015,
15 January 2016 and 26 April 2016 respectively. Rich Century then disposed
1,095,042,146 CPSs, 259,263,039 CPSs, 280,000,000 CPSs and 15,833,333 CPSs
on 15 July 2015, 19 January 2016, 29 April 2016 and 31 May 2016 respectively.
Therefore, as at 30 June 2018, Rich Century held 2,704,166,666 CPSs.

(b)  Rich Century, being a company wholly-owned by Mr. LIN, is deemed to be a
controlled corporation of Mr. LIN under the SFO. Ms. MA is the spouse of Mr. LIN
and is deemed to be interested in the aforesaid 1,466,858,789 Shares under the
SFO.

3. There were 5,706,670,104 Shares in issue as at 30 June 2018.

4. As of 30 June 2018, 400,000,000 Shares are held by Chow Tai Fook Nominee Limited,
which is owned by Chow Tai Fook (Holding) Limited as to 99.80%. Chow Tai Fook
(Holding) Limited is owned by Chow Tai Fook Capital Limited as to 78.58%. Chow Tai
Fook Capital Limited is in turn owned by (a) Cheng Yu Tung Family (Holdings) Limited as
10 48.98% and (b) Cheng Yu Tung Family (Holdings Il) Limited as to 46.65%.

Save as disclosed above, as at 30 June 2018, the Directors were not aware of
any persons/entities (other than a Director or chief executive of the Company)
who/which had or were deemed or taken to have any other interests or short
positions in Shares or underlying shares of the Company as recorded in the
Register of Substantial Shareholders required to be kept by the Company
pursuant to under section 336 of the SFO.

Purchase, Sale or Redemption of the Company’s Listed
Securities

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

Review of Interim Financial Information

The unaudited condensed consolidated interim financial information of the
Company for the Period has been reviewed by the Company’s external auditor,
BDO Limited (“BDO"), in accordance with the HKAS 34 “Interim Financial
Reporting” issued by the HKICPA.

The Audit Committee of the Company comprises four members, namely, Mr.
CHENG Sui Sang (chairman of the Audit Committee), Mr. CHUI Kwong Kau,
Mr. George YUEN Kam Ho, Mr. LAI Chik Fan (resigned with effect from 14 May
2018) and Dr. LO Wing Yan William (appointed with effect from 28 June 2018).
The Audit Committee together with the participation of the management
and the external auditor of the Company, BDO, have reviewed the unaudited
condensed consolidated interim financial information of the Company for the
six months ended 30 June 2018.
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Compliance with the Model Code for Securities
Transactions by Directors

The Board has adopted the Model Code as set out in Appendix 10 to the
Listing Rules (as amended from time to time by the Stock Exchange) as its
own code of conduct for regulating securities transactions by the Directors.
Having been made specific enquiries by the Company, all Directors confirmed
that they had complied with the required standard set out in the Model Code
throughout the six months ended 30 June 2018.

Changes in Directors’ Biographical Details

Pursuant to Rule 13.51B(1) of the Listing Rules, the changes in directors’
biographical details since the date of the 2017 annual report of the Company
are set out as follows:

Mr. WANG Guozhen
e was appointed as an Executive Director and Vice Chairman with effect
from 3 September 2018

Mr. George YUEN Kam Ho

e was redesignated from a chairman of Corporate Governance Committee
to a member of Corporate Governance Committee with effect from 3
September 2018

Dr. LAM Lee G.

e was appointed as an Independent Non-executive Director and a member
of Nomination Committee and Remuneration Committee with effect
from 17 May 2018

o resigned as an Independent Non-executive Director of Xi'an Haitiantian
Holdings Company Limited, a company listed on the GEM of the Stock
Exchange (Stock Code: 8227) with effect from 23 July 2018

e was appointed as an Independent Non-executive Director of Mingfa
Group (International) Company Limited, a company listed on the Main
Board of the Stock Exchange (Stock Code: 846) with effect from 1
September 2018

e was appointed as a chairman of Risk Management Committee and a
member of Audit Committee and Corporate Governance Committee
with effect from 3 September 2018

Dr. LO Wing Yan William, Jp

e was appointed as an Independent Non-executive Director and a member
of Audit Committee, Remuneration Committee, Nomination Committee,
Risk Management Committee and Corporate Governance Committee
with effect from 28 June 2018

e was appointed as a chairman of Corporate Governance Committee with
effect from 3 September 2018

Mr. LAI Chik Fan

o resigned as an Independent Non-executive Director, a chairman of
Risk Management Committee and a member of Audit Committee,
Nomination Committee, Remuneration Committee and Corporate
Governance Committee with effect from 14 May 2018
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Updated biographical details of the Company's directors are also available on
the website of the Company.

Save as disclosed above, there is no other change of directors’ biographical
details required to be disclosed pursuant to Rule 13.51B(1) of the Listing Rules.

Compliance with Corporate Governance Code

The Company has applied the principles of the code provisions and certain
recommended best practices set out in the Corporate Governance Code (the
"CG Code") as set out in Appendix 14 of the Listing Rules.

During the six months ended 30 June 2018, the Company complied with all
code provisions of the CG Code, except the following deviation:

Code provision A.6.7 of the CG Code provides that Independent Non-executive
Directors and other Non-executive Directors should attend general meetings
and develop a balanced understanding of the views of the Shareholders. Due
to the other important business engagements, all Non-executive Directors
(including Independent Non-executive Directors) were not able to attend the
annual general meeting held by the Company on 27 June 2018.

Connected transactions

As stated in the 2016 Annual Report, the Group entered into a series of
transactions and provide financial assistance to entities associated with a former
executive director, Mr. Zhou Wei, which constitute connected transactions for
the Company under Chapter 14A of the Listing Rules.

The Company had omitted to comply with the reporting, announcement
and independent Shareholders’ approval requirements of Rule 14A.35 of the
Listing Rules and failed to announce the provisions of financial assistance to the
connected entities at the time of the execution of the relevant agreements at
the material time.

As additional time is required to prepare and finalise the contents of the Circular
and the letter of advice from the independent financial adviser, the Company
expects that the despatch of the Circular will be postponed to a later date.

Details of the connected transactions with respect to the provision of financial
assistance by the Company mentioned above are set out in the announcements
of the Company dated 30 March 2017, 24 April 2017, 28 June 2017, 28
August 2017, 30 October 2017, 28 December 2017, 28 February 2018, 2 May
2018, 29 June 2018 and 31 August 2018 in respect of the delay in despatch of
the circular in relation to the aforesaid connected transactions.
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Auditor’s Disclaimer of Conclusion

As disclosed in sections headed “Basis of Disclaimer of Conclusion” and
“Disclaimer of Conclusion” in Report on Review of Interim Condensed
Consolidated Financial Statements For The Six Months Ended 30 June 2018
contained on pages 63 to 70 of this interim report, the auditor of the Company
(the “Auditor”) did not express a conclusion on the condensed consolidated
interim financial statements of the Group for the period ended 30 June 2018 as
a result of certain matters, including: (1) Multiple uncertainties relating to going
concern; and (2) Transactions and balances relating to Mr. Zhou Wei and his
related entities.

Composition of the Board of Directors

Pursuant to Rule 3.10A of the Listing Rules, the Company must appoint
Independent Non-executive Directors representing at least one-third of the
Board.

As Ms. LEE Jai Ying and Mr. LAl Chik Fan resigned as Independent Non-
executive Directors on 13 March 2018 and 14 May 2018 respectively, the
number of Independent Non-executive Directors of the Board has fallen below
the minimum number required under Rule 3.10(1) and Rule 3.10A of the
Listing Rule. With the appointments of Dr. LAM Lee G. and Dr. LO Wing Yan
William as Independent Non-executive Directors on 17 May 2018 and 28 June
2018 respectively, the number of the Independent Non-executive Directors has
fulfilled with the minimum number required under Rule 3.10(1) and Rule 3.10A
of the Listing Rule.

However, with the appointment of Mr. WANG Guozhen as Executive Director
with effect from 3 September 2018, the number of Independent Non-executive
Directors of the Board has fallen below the minimum number required under
Rule 3.10A of the Listing Rule.

The Company will seek a suitable candidate to fill the expected replacement to
be appointed within three months from 3 September 2018 pursuant to Rule
3.11 of the Listing Rules. The Company will make further announcement as
and when appropriate.

Prospects

The Board will closely work with professional parties on the application for the
resumption of trading of the Company’s shares on the Stock Exchange in the
near future and strive for the best return to the shareholders of the Company.
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