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FINANCIAL OPERATION REVIEW
B E 3 JE)

RESULTS

The Company has in the past disclosed in its annual and interim reports
the interest income from bonds and structured products and dividend
income from listed and unlisted equity investments as “Investment Income,
Net” and building management fee income and property management
services income as “Other Income” in the consolidated statement of
comprehensive income. Having reviewed the factors mentioned below, the
directors of the Company (“Directors”) consider that it is more appropriate
to classify these items as components of the revenue of the Company and
its subsidiaries (together, “Group”), these items should now be presented
in and classified as “Revenue” of the Group under the new accounting
policy (“Reclassification”). The Reclassification will not have any effect on
the consolidated statement of financial position or the consolidated net

profit of the Group.
Securities Investments

Securities investment is one of the principal activities of the Group. The
Group's strategy is to maintain securities investment portfolio for treasury
management and invest in securities investments and treasury products
with attractive yield and good prospect in order to bring stable and
satisfactory realised return in long run. Following the reduction of the scale
of operations of the Group for sales of development properties and holding
of investment properties for generation of rental income in recent years,
the revenue contribution of (i) interest income from bonds and structured
products; and (ii) dividend income from listed and unlisted equity
investments have become more and more significant to the Group. In the
recent years, the Group has committed significant financial and managerial
resources in pursuance of its securities investment strategies. Hence, the
Directors consider that it is more appropriate to classify the (i) interest
income from bonds and structured products; and (i) dividend income from
listed and unlisted equity investments as components of the revenue of

the Group, rather than as items recorded under “Investment Income, Net".
Building and property management services income

The provision of building and property management services is a significant
activity of the Group, entailing the employment of the highest number of
employees amongst all revenue-generating activities of the Group. In terms
of manpower employed, the Directors consider that it is more appropriate
to classify the building and property management services income as a
component of the revenue of the Group, rather than as an item recorded

under “Other Income”.
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FINANCIAL OPERATION REVIEW

RESULTS (contd)

Further, in the opinion of the Directors, the Reclassification results in the
consolidated financial statements providing reliable and more relevant
information, taking into account the practice adopted by other listed
companies in Hong Kong for the presentation and classification of similar

items as the subject matter of the Reclassification.
Revenue

Revenue for the year ended 31 December 2020 (“Year") amounted to
HK$3,041.5 million (2019: HK$1,310.0 million (restated)), an increase of
132.2% over last year and comprised gross rental income of HK$373.5
million (2019: HK$523.0 million), gain on sales of investments held-for-
trading on a net basis of HK$25.3 million (2019: nil), dividend income
from listed and unlisted equity investments of HK$1,973.2 million (2019:
nil), interest income from bonds and structured products of HK$596.1
million (2019: HK$715.9 million), building and property management
services income of HK$53.2 million (2019: HK$55.1 million) and others
of HK$20.2 million (2019: HK$16.0 million). The increase in revenue
was mainly due to the dividend income from shares of China Evergrande
Group (stock code: 3333) (“China Evergrande”) (“Evergrande Shares”) of
HK$1,967.7 million, which will be elaborated below.

Gross Profit

Gross profit for the Year amounted to HK$2,961.5 million (2019:
HK$1,266.5 million (restated)), an increase of 133.8% as compared
with last year which also mainly due to the dividend income from the
Evergrande Shares despite of the decrease in net rental income and

interest income from bonds and structured products for the Year.
Property Leasing

For property leasing, the rental revenue in non-retail and retail section
decreased by 32.3% to HK$302.1 million and 7.3% to HK$71.4 million
respectively during the Year. The total rental income in revenue for the
Year recorded a decrease of 28.6% to HK$373.5 million as compared with
last year of HK$523.0 million. The decrease in rental income was mainly
due to an anchor tenant of an investment property in the United Kingdom

surrendered the lease during the Year.
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FINANCIAL OPERATION REVIEW B # £ % 51 B8

RESULTS (contd)

Property Leasing (Cont'd)

Together with the attributable rental revenue generated from associates
and an investee company of HK$94.3 million (2019: from associates, a
joint venture and an investee company of HK$129.7 million), the total
attributable rental revenue to the Group amounted to HK$467.8 million
(2019: HK$652.7 million), which represents a decrease of 28.3% over last

year.

Attributable net rental income for the Year showed HK$389.5 million, a

decrease of 34.8% over HK$597.5 million in last year.
Property Development and Trading

During the Year, the Group did not dispose of any trading property (2019:

no disposal).

In respect of properties held by associates, sales of two units and two store
rooms of Hing Wai Centre in Aberdeen (50% interest) generated profit of
HK$0.3 million as reflected in the share of results of investments accounted
for using the equity method. In respect of properties held by an investee
company, sales of a unit and two parking spaces of The Coronation in
West Kowloon (15% interest) were recorded by the investee company
during the Year and will contribute profit to the Group upon recognition of

dividend income.

The Group's associate and investee company executed properties sale
agreements to third parties recorded an attributable contracted sales of
HK$11.9 million for the Year.

Securities Investments

The Group has in the ordinary and usual course of business conducted its
securities investment activities, as at 31 December 2020, mainly comprised
bonds, listed equity investments and treasury products. During the Year,
the gain (excluding gain/loss recognised in financial assets measured at fair
value through other comprehensive income (“FVTOCI") reserve) recognised
from securities investments and treasury products was HK$2,068.7 million
(2019: HK$1,685.7 million), comprised gain on listed equity investments
at FVTOCI of HK$1,936.3 million (2019: loss of HK$113.2 million) and
gain on investments and treasury products at fair value through profit or
loss ("FVTPL") of HK$132.4 million (2019: HK$1,798.9 million).
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FINANCIAL OPERATION REVIEW

RESULTS (contd)

Securities Investments (Cont'd)

During the Year, the Group disposed of listed investments held-for-trading
and recognised a realised gain of HK$25.3 million (the gains/losses of
which was included in revenue) with gross proceeds of HK$365.2 million
(2019: no disposal). The realised loss from sales of bonds of HK$436.7
million (2019: realised gain of HK$184.2 million) was recognised in
profit or loss during the Year, comprising the realised loss on bonds in the
industry of the People’s Republic of China (“PRC")-based real estate of
HK$137.7 million (2019: realised gain of HK$82.0 million), the realised
loss on bonds in the industry of overseas financial institutions of HK$255.3
million (2019: realised gain of HK$97.4 million) and the realised loss
on bonds in other industries of HK$43.7 million (2019: realised gain of
HK$4.8 million). During the Year, the Group had acquired 22 bonds (2019:
19 bonds) in the sum of HK$2,039.6 million (2019: HK$3,436.7 million),
and disposed of/redeemed 33 bonds (2019: 19 bonds) (including those
with partial disposal) with carrying amounts in the sum of HK$7,305.7
million (2019: HK$2,309.4 million). Bonds acquired were mainly in the
industry of PRC-based real estate of 98.7% (2019: 96.9%) and overseas
financial institutions and insurance of 1.3% (2019: 3.1%). In addition, the
Group recorded a minimal realised gain (2019: realised loss of HK$0.7

million) on the structured products during the Year.

During the Year, the Group disposed of certain bonds under the disposal
agreement entered into with Ms. Chan, Hoi-wan, an executive Director and
the trustee of substantial shareholders of the Company, on 29 January
2020. Pursuant to the terms under the disposal agreement, consideration
shall be determined based on the higher of (i) 100% of principal amount
and (ii) prevailing market bid price for the bonds to be disposed of. The
excess amount paid by Ms. Chan, Hoi-wan, at the consideration of 100%
of principal amount over the prevailing market bid price of the bonds
disposed of was directly recognised in the reserve as it is deemed as the
contribution from the Company’s equity participant. During the Year, the

Group recognised gain of HK$206.6 million in the contribution reserve.
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FINANCIAL OPERATION REVIEW B # £ % 51 B8

RESULTS (contd)

Securities Investments (Cont'd)

Furthermore, the Group recorded an unrealised gain of HK$0.3 million
(2019: HK$978.5 million) mainly representing the changes in fair value of
bonds and listed equity investments, which had no effect on the cash flow
of the Group. The unrealised gain of HK$14.9 million (2019: HK$978.5
million) from changes in fair value of bonds represented 27 bonds (2019:
34 bonds), mainly comprising the unrealised gain from the industry of
overseas financial institutions of HK$11.2 million (2019: HK$399.8 million)
or increase in fair value of 3.8% (2019: 12.4%) over the Year; and the
unrealised gain from the industry of PRC-based real estate of HK$3.7
million (2019: HK$518.9 million) or increase in fair value of 0.1% (2019:
11.5%) over the Year. The Group believes that the fluctuation in price of
bonds during the Year, among others, was owing to concerns about the
economic impact of COVID-19 pandemic and the ongoing tensions in the
United States-China relationship exacerbated, the global economy has been
greatly affected. During the Year, the Group also recorded unrealised loss
on listed investments held-for-trading of HK$12.7 million (2019: nil) and

unrealised loss on structured products of HK$1.9 million (2019: nil).

During the Year, interest income from bonds (which was included in
revenue) amounted to HK$585.7 million (2019: HK$714.0 million),
represented 10.30% (2019: 8.46%) (before effect on leverage) return on
average market value of bondholding during the Year. The interest income
from structured products (which was included in revenue) amounted to
HK$10.4 million (2019: HK$1.9 million).

Summing up the realised and unrealised gain/loss and adding the
net income from net dividend income from listed equity investments,
interest income, other net investment expenses and net finance costs of
HK$2,479.8 million (2019: interest income, other net investment income
and net finance costs of HK$523.7 million), the gain recognised from
securities investments and treasury products was HK$2,068.7 million
(2019: HK$1,685.7 million), of which net dividend income from the
Evergrande Shares was HK$1,967.6 million (2019: nil) for the Year.

The dividend income from listed equity investments of HK$1,969.8 million
(2019: nil) and interest income from bonds and structured products of
HK$596.1 million (2019: HK$715.9 million) were recorded in revenue.
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FINANCIAL OPERATION REVIEW

RESULTS (contd)

Securities Investments (Cont'd)

The respective income/expense from securities investments under different

categories are further elaborated below:

Investments and Treasury Products at Fair Value Through Profit or

Loss

The investments and treasury products at FVTPL recorded a profit before
and after net finance costs of HK$184.9 million (2019: HK$1,899.2
million) and HK$132.4 million (2019: HK$1,798.9 million) respectively for
the Year.

Gain from the investments and treasury products at FVTPL reflected in the
consolidated statement of comprehensive income for the Year comprised:
(a) a realised gain on listed investments held-for-trading of HK$25.3 million
(2019: nil), a realised loss on fair value changes of bonds of HK$436.7
million (2019: realised gain of HK$184.2 million) and minimal realised
gain (2019: realised loss of HK$0.7 million) on structured products; (b) an
unrealised gain on fair value changes of bonds of HK$14.9 million (2019:
HK$978.5 million), unrealised loss on listed investments held-for-trading
of HK$12.7 million (2019: nil) and unrealised loss on structured products
of HK$1.9 million (2019: nil); and (c) interest income from bonds and
structured products of HK$596.1 million (2019: HK$715.9 million),
dividend income of HK$2.1 million (2019: nil) and other net investment
expenses of HK$2.2 million (2019: other investment income of HK$21.3
million). Net relevant finance costs for the Year was HK$52.5 million (2019:
HK$100.3 million) including interest expense of HK$35.9 million (2019
HK$103.8 million) and exchange loss of HK$16.6 million (2019: exchange
gain of HK$3.5 million).
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FINANCIAL OPERATION REVIEW

RESULTS (contd)

Securities Investments (Cont'd)

Bt %5 38 75 [0 R

The respective income/expense from securities investments under different

categories are further elaborated below: (Cont'd)

Investments and Treasury Products at Fair Value Through Profit or

Loss (Cont'd)

The table below summarises the performance of bonds, structured

products and listed investments held-for-trading during the Year:

Bond issuers by industry
Overseas financial institutions
PRC-based real estate
Others

Structured products
Listed investments

held-for-trading

Other net investment (expenses)

income

Profit before net finance costs

Net finance costs

Profit after net finance costs
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Realised (loss) gain Unrealised gain (loss) Interest/dividend income Total (loss) profit
BER(BE) Wi RERWE (FR) HE/REKA (BR)EANEH
2020 2019 2020 2019 2020 2019 2020 2019
HK$ million ~ HK$milion ~ HK$ million ~ HK$milion ~ HK$ million ~ HKEmilion ~ HK$ million  HKS millon
BEAT BBAT BEETR BEAT BEER BEAT BEAT BBAT
(255.3) 974 12 3998 114.7 2787 (129.4) 7759
(137.7) 82.0 3.1 5189 465.0 4139 331.0 10148
(43.7) 48 - 59.8 6.0 214 (31.7) 860
(436.7) 184.2 14.9 9785 585.7 7140 163.9 1,876.7
= ©7) (19) S 10.4 19 85 12
253 S (12.7) S 21 = 141 S
(411.9) 1835 0.3 9785 598.2 7159 187.1 18779
22 213
184.9 1,899.2
(52.5) (1003)
132.4 1,7989
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RESULTS (contd) ES {6
Securities Investments (Cont'd) HERE(E)

The respective income/expense from securities investments under different LA T B 2R B RNRIZER| 2 BHILE WA F S 1E#E —
categories are further elaborated below: (Cont'd) Harat : (8)

Listed Equity Investments at Fair Value Through Other BEBAMPEKGEUARBAFEZ FTREARE

Comprehensive Income

(@)  Implication on Profit or Loss for the Year @ AFEEBmITE
Dividend income, other investment expenses and relevant finance RAFE  HABBEMEZEREARBEA
costs of holding listed equity investments at FVTOCI were recognised FEzZ ETREAKREMEE ZREWKA - &
in profit or loss for the Year. During the Year, net dividend income of hREMXREERBERNERZAER -
HK$1,967.6 million (2019: nil) (after transaction cost) from holding RAFE - 15K B#HF 860,000,000/ F
of 860,000,000 Evergrande Shares and net relevant finance costs A D Z BB U AFE1,967,600,0007%8 7T
of HK$31.3 million (2019: HK$113.2 million) were recorded, hence (ZZ-NF : B (HBRXGHAE) REH
the results from listed equity investments at FVTOC! recorded a net B %% & F)F$%E31,300,0008 L (ZE — NF -
gain of HK$1,936.3 million (2019: net loss of HK$113.2 million). 113,200,000 7T) + B L@ imHE fth 2 m iz A

R AFEZ ETRAKRE 2 EEHFKREF
%81,936,300,0008 0 (Z T — NF : B8 FE
113,200,000 7T) ©

(b)  Implication on Other Comprehensive Expenses for the Year b) AFEEMEESMHZZE

During the Year, the unit share price of China Evergrande had RAFE  FBREAERREA_-ZT—A
dropped from HK$21.6 as at 31 December 2019 to HK$14.9 as at FT-A=+—HZ216BT THE=_ZT=
31 December 2020, or 31.0% over the Year, hence an unrealised ZFE+ A=+ —B2Z149B LR AFE
loss on fair value change of listed equity investment at FVTOCI of TRE31.0% B8 b i 5 H i 3 T YR A I i
HK$5,762.0 million (2019: HK$1,591.0 million) was recognised AEEzZLETRAEEZAFEESH 2K
in other comprehensive expenses. Further, another listed equity #35 F5185,762,000,0008 L (ZF— L F -

investment at FVTOCI was disposed of and recorded a net realised 1,591,000,0007% 70) 7 Eth 2 E 2 AR o

gain of HK$0.1 million (2019: nil) in other comprehensive expenses o - HES—EBBREMEEEENRRR
for the Year. Realised gain/loss on fair value change is a cash item FE2z ETRAKREMESE SR W FE
while unrealised fair value change is a non-cash item and will not 100,000 T (ZE—H4F - M)RAKNFFHAM
affect the cash flow of the Group. The Group believes that the EEZERER - A TFEEHIEERME
decrease in share price of China Evergrande for the Year, among BRDREIER  MABRAFEEE IR
others, was owing to the unstable business environment it faced and +HE  HAEBRGRETEBRZE -

overwhelming uncertainties surrounding the epidemic. REBBRERAEEFRERZRETS® A

(HH R EAH 2RI REREEE
RITRZERTHBAREE -

SBRCREEH  EAEEENE
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RESULTS (contd) ES {6
Securities Investments (Cont'd) HERE(E)

The respective income/expense from securities investments under different LA T KB TEER 2 EH R EWA BT (EifE—

categories are further elaborated below: (Cont'd) Harat : (8)
Listed Equity Investments at Fair Value Through Other FEBEAMPEKGEARBAFEZ LTRERE
Comprehensive Income (Cont'd) (&)

The table below summarises the performance of listed equity investments ~ FERBUAAAFE BB EM 2 E RN R AT E

at FVTOCI during the Year: 2 ETRAIRE 2RI
Recorded in Recorded in
consolidated statement of consolidated statement of
financial position comprehensive income
BAGAHBRRER BFAGEREANRER
Financial Financial
assets assets
measured measured
at fair value at fair value Other
Closing  through other  through other comprehensive
Stock Number of price  comprehensive  comprehensive Profit expenses
code shares (per share) income  income reserve for the Year for the Year

BREMEZE  BBEMR2E
Wi AR R Wt AR B

kwE  ATEHEZ  ATEHEZ REERM
RHRE RBEAE (BR) SHEE SREEZRR REEET 2EXH
HK$ HK$ million HK$ million HK$ million HK$ million
B BBER BBER BBER ABER
At 31 December 2019 RZZ-NE
+-A=1+-8 3333 860,000,000 216 18,576.0 4980.0
9988 12,800 2072 2.7 0.4
Disposal HE 9988 12,800 2166 (28) - - -
Realised fair value changes BERATERY
(including transaction cost) (BERHHRE) 9988 0.1 0.1 - 0.1
Unrealised fair value changes FERATER 3333 (5762.0) (5762.0) - (57620)
(5,764.7) (57619) - (57619)
Transfer to retained profits LEREEE
upon disposal RERM 9988 (05)
Net dividend income REWAFE 3333 19676 -
Net finance costs HBERTE (313) -
Profit/other comprehensive ~ AEE %7/
expenses for the Year Hft2EXE 1,936.3 (5,761.9)
At 31 December 2020 RZB-%f%
+ZA=t-H 3333 860,000,000 149 12,814.0 (782.0)
Percentage to total assets ~ {HEEBECEA L
At 31 December 2020 R-ZB-BE
tZA=t-A 34.2%
At 31 December 2019 RZZ-NE
+=A=1-A 38.4%
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RESULTS (contd)

Other Income and Expenses

Other income for the Year, which mainly came from surrender premium
and dilapidations settlement received from tenants in respect of properties
in the United Kingdom, rental services income, leasing administration
services and property administration services income increased to
HK$281.3 million (2019: HK$20.8 million (restated)), representing an
increase of 12.5 times. The increase was mainly due to surrender premium
and dilapidations settlement received from tenants in respect of properties
in the United Kingdom in aggregate of HK$249.8 million (2019: HK$2.0

million) was recorded during the Year.

During the Year, administrative expenses increased by 19.0% to HK$320.6
million (2019: HK$269.5 million). The increase in administrative expenses
was mainly due to the increase in depreciation of right-of-use assets of
HK$42.9 million during the Year. Finance costs decreased by 41.8% to
HK$215.6 million (2019: HK$370.2 million) during the Year, including
exchange loss of HK$13.1 million (2019: exchange gain of HK$4.3 million)
on translation of foreign currency other borrowings hedged for foreign
currency securities investments and exchange loss of HK$7.1 million (2019:
exchange gain of HK$9.5 million) on translation of foreign currency bank
borrowing and loan. The decrease in finance costs was mainly due to the

decrease in total borrowings and interest rates during the Year.

Other gains and losses for the Year recorded a loss of HK$4.9 million
mainly comprised write-down of stock of properties (2019: HK$12.3
million comprised loss on dissolution of subsidiaries of HK$10.6 million,
write-down of stock of properties of HK$0.7 million and allowance for credit

losses recognised in respect of advances to associates of HK$1.0 million).
Investments Accounted for Using the Equity Method

The share of results of investments accounted for using the equity method
for the Year recorded a loss of HK$38.4 million (2019: profit of HK$209.7
million), comprised loss from the share of results of associates of HK$35.6
million and a joint venture of HK$2.8 million (2019: profit from the share
of results of associates of HK$5.0 million and a joint venture of HK$204.7

million).

The share of results of associates turned from profit to loss was mainly
derived from (a) decrease in fair value of investment properties held by
associates; and (b) share of loss from Hilton Beijing (50% interest) as

business was severely affected by COVID-19 pandemic.

$t %5 38 75 [0 R

4 )
HiWA RS

ANEFE 2 KA A = 23R 5 gt B ) 2 ) F P YR
ZRFEHERFHNER BERBKA - BIBTR
AR R EATHARIE A - #EINE281,300,000/5 7T
(ZZ— 1% : 20,800,000 7T (E5)) - #EiEA12.5
& o BZIGINE ZE RN AT E 5% By Em AP YR
ZRMARMERFHEREGES $£249,800,0008 7T
(ZZ—A%F : 2,000,000/ L) °

RAFE - 1T 119.0%%320,600,000/% 7T
(ZZ— L% : 269,500,000 7T) ° 1THRBIS AN
EHRNAFEE L BEEENTEEIN42,900,000%
7T o BB ERRAFEER A 41.80%215,600,000%8
TL(ZZE—NF 1 370,200,000/ 70) © & FBIEINE
HitnEERNEAINE B SR EMEEZIEL B
13,100,000 L (Z T — NF : (& K U %54,300,000
BI)ARINERITEERERMEEAZERLER
7,100,000/ 7t (ZF — 1LF : B K U#59,500,000/%8
7o) c MBEBERZBLEFEHRRAFEEERTER
FIETRATEL -

N E H AU a5 I B B 8115 E5184,900,000/8 T £ &
PEMEFEZREEER(ZZ— 4 : 12,300,000
BT - BEWE N R AR 2 E1810,600,000/8 7T
Y17 E 2 B 700,00078 7T A K 3L BB & A AR
IBERZEEE1ERHE1,000,00087T)

LIEREARZRE

RNEEHOUEREARKREZEERBESR
38,400,000 7L (ZZF — N5 : % F1209,700,000%
7T) - BEEEHE AR EE 2 E1E 35,600,000/ T
k—M&6E8 AR %42 EE2,8000008T(=ZF—
A BHET & A B 5 E 2 % H)5,000,00078 7T R —
& & QA% 2 % 204,700,000 7T) ©

BEBERREEHAEB NI Z2HN@)BE QR
PsAE 2 REMELTERD  RO)BEEILRFH
BB JE (155004 5) < B IR (HE KR 20198 R mE
RRBEREZE) A -
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RESULTS (contd)

Investments Accounted for Using the Equity Method (Cont'd)

During the Year, the Group acquired remaining 49% interest in Landrich
(H.K.) Limited, details were disclosed in the paragraph headed "Other
Information and Event After the Reporting Period” in the section headed

“Chairman'’s Statement” of this annual report.
Fair Value Changes on Investment Properties

Investment properties of the Group in Hong Kong and Mainland China
were revalued at 31 December 2020 by B.l. Appraisals Limited (“B.l.
Appraisals”) whereas investment properties in the United Kingdom were
revalued by Peak Vision Appraisals Limited (“Peak Vision Appraisals”). B.l.
Appraisals and Peak Vision Appraisals are independent property valuers.
An unrealised loss on fair value changes of investment properties of
HK$1,549.2 million (2019: HK$742.7 million) was recorded during the
Year. The unrealised fair value change is a non-cash item and will not affect

the cash flow of the Group.

PROFIT, CORE PROFIT, DIVIDENDS,
REPURCHASE, CASH PAYMENT RATIO AND
TOTAL COMPREHENSIVE EXPENSES

Profit

Profit for the Year attributable to owners of the Company was HK$622.2
million as compared to HK$790.2 million for last year. The decrease
in profit for the Year was mainly due to a mix of the following reasons:
(a) decrease in profit from investments and treasury products at FVTPL of
HK$1,666.5 million; (b) increase in unrealised loss on fair value changes
of investment properties of HK$806.5 million; (c) share of results of
investments accounted for using the equity method turned from profit of
HK$209.7 million to loss of HK$38.4 million; (d) decrease in net rental
income; (e) net dividend income of HK$1,967.6 million (2019: nil) was
recognised from the Evergrande Shares during the Year; (f) surrender
premium and dilapidations settlement received from tenants in respect
of properties in the United Kingdom of HK$249.8 million (2019: HK$2.0
million) were recorded during the Year; and (g) no impairment loss of
goodwill (2019: HK$322.9 million) was recognised during the Year.
Earnings per share for the Year was HK$0.33 (2019: HK$0.41).
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FINANCIAL OPERATION REVIEW

PROFIT, CORE PROFIT, DIVIDENDS,
REPURCHASE, CASH PAYMENT RATIO AND
TOTAL COMPREHENSIVE EXPENSES (contd)

Core Profit

If the net loss on the major non-cash items of HK$1,605.1 million (2019:
HK$907.2 million) is excluded, the Group will have a core profit for the
Year attributable to owners of the Company of HK$2,227.3 million (2019:
HK$1,697.4 million) and a core profit per share of HK$1.17 (2019:
HK$0.89).

The major non-cash items represented the attributable net unrealised fair
value loss on investment properties together with their respective deferred
tax from the Group and its associates and joint venture of HK$1,605.1
million (2019: attributable net unrealised fair value loss on investment
properties together with their respective deferred tax from the Group and
its associates and joint venture of HK$584.3 million and impairment loss of
goodwill of HK$322.9 million).

Dividends

Final dividend of HK1 cent (year ended 31 December 2018: HK10
cents) per share in total amount of HK$19.07 million for the year ended
31 December 2019 was paid in cash on 11 June 2020.

Interim dividend of HK1 cent (half year ended 30 June 2019: HK1 cent)
per share in total amount of HK$19.07 million for the half year ended
30 June 2020 was paid on 7 September 2020.

Total dividends of HK$38.1 million were paid in cash during the Year.

Repurchase

During the Year, the Company had not repurchased any of the Company's

share.
Cash Payment Ratio

Based on (a) the core profit for the Year of HK$2,227.3 million or HK$1.17
per share (2019: HK$1,697.4 million or HK$0.89 per share); and (b) cash
final dividend for the Year of HK1 cent (2019: HK1 cent) per share
proposed; and (c) cash interim dividend for 2020 of HK1 cent (2019:
HK1 cent) per share paid, the ratio of such cash payment to the core profit
is 1.7% (2019: 2.2%).

$t %5 38 75 [0 R
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PROFIT, CORE PROFIT, DIVIDENDS,
REPURCHASE, CASH PAYMENT RATIO AND
TOTAL COMPREHENSIVE EXPENSES (contd)

Total Comprehensive Expenses

Total comprehensive expenses for the Year attributable to owners of the
Company was HK$4,978.6 million or HK$2.61 per share (2019: HK$283.6
million or HK$0.15 per share), which comprised (a) profit for the Year
attributable to owners of the Company of HK$622.2 million (2019:
HK$790.2 million); and (b) other comprehensive expenses for the Year
attributable to owners of the Company of HK$5,600.8 million (2019:
HK$1,073.8 million) which mainly included unrealised loss on fair value
changes of listed equity investment at FVTOCI of HK$5,762.0 million (2019:
HK$1,590.6 million), details are disclosed in the sub-paragraph headed
“Listed Equity Investments at Fair Value Through Other Comprehensive
Income (b) Implication on Other Comprehensive Expenses for the Year” of
paragraph headed “Securities Investments” above.

NET ASSET VALUE

As at 31 December 2020, the Group's net asset value attributable to
owners of the Company amounted to HK$28,758.8 million (2019:
HK$33,568.9 million), a decrease of HK$4,810.1 million or 14.3% when
compared with 31 December 2019. With the total number of ordinary
shares in issue of 1,907,619,079 as at 31 December 2020 and 2019,
the net asset value per share attributable to owners of the Company was
HK$15.08 (2019: HK$17.60). The movement in net asset value was
mainly due to (a) total comprehensive expenses for the Year attributable
to owners of the Company of HK$4,978.6 million; (b) gain of HK$206.6
million recognised in contribution reserve upon disposal of debt securities
during the Year; and (c) final and interim dividends recognised as

distribution during the Year totaling of HK$38.1 million.

During the Year, loss on fair value changes of the listed equity investments
categorised as financial assets measured at FVTOCI of HK$5,761.9 million
(2019: HK$1,590.6 million) was recorded in other comprehensive
expenses, and the Group transferred the balance of the financial assets
measured at FVTOCI reserve of the disposed listed equity investment of
HK$0.5 million to retained profits. The cumulative amount of loss on fair
value changes of listed equity investment(s) included in financial assets
measured at FVTOCI reserve as at 31 December 2020 was HK$782.0
million (2019: cumulative amount of gain on fair value changes of
HK$4,980.4 million).

Other than the existing projects and those disclosed in the final results, the
Group did not have material acquisition or disposal of assets and any future

plans for material investment or capital assets.
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NET CURRENT LIABILITIES

The Group recorded net current liabilities as at 31 December 2020 of
HK$1,508.9 million (2019: HK$1,138.6 million), of which current assets
were HK$4,272.0 million (2019: HK$8,653.9 million) and current liabilities
were HK$5,780.9 million (2019: HK$9,792.5 million). The position was
mainly due to certain of the Group's current liabilities had been utilised to

finance the Group's non-current assets.

In the consolidated statement of financial position and within securities
investment activities, which comprised of bonds, listed equity investments
and structured products, the total carrying amount as at 31 December
2020 was HK$16,306.8 million (2019: HK$27,554.2 million). Included
in non-current assets were part of the bonds in the sum of HK$1,571.3
million (2019: HK$1,607.4 million) presented as financial assets measured
at FVTPL and listed equity investment(s) in the sum of HK$12,814.0
million (2019: HK$18,578.7 million) presented as financial assets
measured at FVTOCI. Included in current assets were part of the bonds,
listed investments held-for-trading and structured products in the sum of
HK$1,921.5 million (2019: bonds of HK$7,368.1 million) presented as
financial assets measured at FVTPL. Margin loans utilised to finance the
securities investments in both non-current and current assets in the sum
of HK$1,074.1 million (2019: HK$7,128.4 million) were presented as

borrowings in current liabilities.

The ratio of margin loans against pledged securities investments was
loan-to-value ratio, which was 8.3% (2019: 25.9%) as at 31 December
2020. In accordance with the terms and conditions of margin loans facility
agreements of the Group with financial institutions, among others, as long
as the securities investments maintained market value which is in excess
of pre-defined loan-to-value ratios as set out by the financial institutions,
the margin loans upon interest payment due date would be roll-overed
month-for-month, and repayment of margin loans by the Group to financial
institutions would not be required. As such, very often margin loans
of the Group which were presented as current liabilities would not be
current and would be repayable over one year. As at 31 December 2020,
the outstanding margin loans amounted to HK$1,074.1 million (2019:
HK$7,128.4 million) were recorded in current liabilities. In the event that
the Group intends to reduce or repay part of the margin loans, the Group
might, among others, dispose of some of the securities investments to

effect the payment.
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NET CURRENT LIABILITIES (contd)

Securities investments and treasury products of the Group were frequently
traded in the market, and formed part of the Group’s treasury management.
They were presented as non-current assets and current assets according to

their intended holding periods.

If the entire securities investments and treasury products of the Group as at
31 December 2020 were presented as current assets, current assets would
be increased by HK$14,385.3 million (2019: HK$20,186.1 million), and
net current liabilities position of HK$1,508.9 million (2019: HK$1,138.6
million) would become net current assets position of HK$12,876.4 million
(2019: HK$19,047.5 million).

The Group believes that the net current liabilities position as at
31 December 2020 would not have adverse financial effect to the Group's
liquidity or gearing position and the Group has ability to continue as a going

concern.
SECURITIES INVESTMENTS

The Group's strategy is to maintain securities investment portfolio for
treasury management and invest in securities investments and treasury
products with attractive yield and good prospect in order to bring stable
and satisfactory realised return in long run. During the Year, the Group
diversified the bonds portfolio comprised of the bonds issued by overseas

financial institutions and PRC-based real estate companies.

As at 31 December 2020, the portfolio of securities investments and
treasury products of HK$16,306.8 million (2019: HK$27,554.2 million)
comprised (a) bonds, structured products and listed investments held-
for-trading (presented as financial assets measured at FVTPL (non-current
and current assets)) in aggregate of HK$3,492.8 million (2019: bonds
of HK$8,975.5 million); and (b) listed equity investment(s) (presented
as financial assets measured at FVTOCI) of HK$12,814.0 million (2019:
HK$18,578.7 million), representing 43.5% (2019: 57.0%) of total assets.
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FINANCIAL OPERATION REVIEW

SECURITIES INVESTMENTS (contd)

The respective securities investments under different categories are
elaborated below:

Listed Equity Investments at Fair Value Through Other

Comprehensive Income

In prior years, the Group had acquired 860,000,000 shares of China
Evergrande and recorded as financial assets measured at FVTOCI.
During the Year, there was no acquisition or disposal of shares of China
Evergrande. The Group held 860,000,000 shares of China Evergrande,
representing approximately 6.5% of the total issued share capital of China
Evergrande as at 31 December 2020.

As at 31 December 2019, the cumulative unrealised gain on fair value
change of the Evergrande Shares was HK$4,980.0 million and the
carrying amount of the Evergrande Shares was HK$18,576.0 million. After
deducting the unrealised fair value loss of HK$5,762.0 million for the
Year, the carrying amount of the Evergrande Shares as at 31 December
2020 was HK$12,814.0 million, representing 34.2% (2019: 38.4%)
of total assets. The cumulative unrealised gain on fair value change of
the Evergrande Shares of HK$4,980.0 million as at 31 December 2019
turned to unrealised loss on fair value change of HK$782.0 million as at
31 December 2020, which was recorded in the financial assets measured
at FVTOCI reserve.

China Evergrande group is principally engaged in property development,
property investment, property management, new energy vehicle business,
hotel operations, finance business, internet business and health industry
business in the PRC. According to the audited consolidated financial
statements of China Evergrande for the years ended 31 December 2019
and 2018, the revenue and profit attributable to shareholders were
Renminbi (“RMB") 477.6 billion (2018: RMB466.2 billion) and RMB17.3
billion (2018: RMB37.4 billion) respectively; while the total assets and
total equity were RMB2,206.6 billion (2018: RMB1,880.0 billion) and
RMB358.5 billion (2018: RMB308.6 billion) respectively, the net debt
was RMB571.1 billion (2018: RMB468.9 billion). In accordance with the
unaudited consolidated financial statements of China Evergrande for the
six months ended 30 June 2020, the revenue and profit attributable to
shareholders were RMB266.6 billion and RMB6.5 billion respectively; while
the total assets and total equity were RMB2,299.1 billion and RMB316.5
billion respectively, the net debt was RMB630.8 billion. Net debt is
calculated as total borrowings less cash and cash equivalents and restricted
cash.
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FINANCIAL OPERATION REVIEW Bt 7% 3£ %% 5] B

SECURITIES INVESTMENTS (contd)

The respective securities investments under different categories are
elaborated below: (Cont'd)

Listed Equity Investments at Fair Value Through Other

Comprehensive Income (Cont'd)

As at 31 December 2019, the carrying amount of another listed equity
investment at FVTOCI was HK$2.7 million, after recorded a net realised
gain of HK$0.1 million (2019: an unrealised gain on fair value change of
HK$0.4 million) and was decreased by a disposal of HK$2.8 million (2019:
nil), the carrying amount of that listed equity investment at FVTOCI became
nil. The cumulative fair value gain together with the transaction costs in the
financial assets measured at FVTOCI reserve of that listed equity investment

disposed of amounted to HK$0.5 million was transferred to retained profits.

Investments and Treasury Products at Fair Value Through Profit or

Loss

As at 31 December 2019, the carrying amount of the bonds presented as
financial assets measured at FVTPL was HK$8,975.5 million. During the
Year, the bonds portfolio was decreased by a net disposal of HK$5,266.1
million (including disposal to Ms. Chan, Hoi-wan of HK$6,377.6 million
and net acquisition from third parties of HK$1,111.5 million). After
deducting the fair value loss of HK$421.8 million recognised in profit or
loss, the bonds portfolio of the Group became HK$3,287.6 million as at
31 December 2020, representing 8.8% (2019: 18.6%) of total assets,

which formed part of the Group’s cash management activities.
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FINANCIAL OPERATION REVIEW

SECURITIES INVESTMENTS (contd)

The respective securities investments under different categories are
elaborated below: (Cont'd)

Investments and Treasury Products at Fair Value Through Profit or
Loss (Cont'd)

As at 31 December 2020, the bonds portfolio comprised bonds issued
by overseas financial institutions of 9.4% (2019: 40.5%), PRC-based
real estate companies of 90.6% (2019: 55.9%) and no other industries
(2019: 3.6%). They are denominated in different currencies with 91.4%
(2019: 97.0%) in United States dollar ("US$"), 8.0% (2019: 3.0%) in
Pound Sterling (“GBP") and 0.6% (2019: nil) in Euro ("EUR"). The bonds
denominated in US$ carry at fixed rate range from 7.000% to 13.000%
(2019: 4.750% to 13.750%) per annum of which notional amount
of US$188.2 million (2019: US$937.0 million) are callable, all bonds
denominated in GBP carry at fixed rate range from 5.875% to 7.250%
(2019: 5.875% to 7.250%) per annum of notional amount of GBP23.5
million (2019: GBP24.5 million) are callable and bond denominated in
EUR carries at fixed rate of 6.125% of notional amount of EUR2.0 million
(2019: nil) is callable. As at 31 December 2020, the bonds portfolio
comprised of 27 bonds (2019: 34 bonds); in terms of credit rating, non-
investment grade and unrated were 18 bonds and 9 bonds (2019:
investment grade, non-investment grade and unrated were 5 bonds, 26
bonds and 3 bonds) respectively. In terms of maturity, 5 bonds (2019:
17 bonds) were contingent convertible bonds issued by overseas financial
institutions which were perpetual with no fixed tenor, 22 bonds (2019: 17
bonds) issued by issuers other than overseas financial institutions of which
21 bonds (2019: 17 bonds) will be matured between 2021 to 2025
(2019: between 2020 to 2046) and remaining 1 bond (2019: nil) was
perpetual bond.
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FINANCIAL OPERATION REVIEW B # £ % 51 B8

SECURITIES INVESTMENTS (contd) EERE®

The respective securities investments under different categories are LA N REER 2 B AR EEH &t « (8)
elaborated below: (Cont'd)

Investments and Treasury Products at Fair Value Through Profit or BREZURMATEZRERMEER (B
Loss (Cont'd)

Details and movement of the bonds portfolio at the end of the reporting ~ RHEHAREHBA B REBHI AT

period are set out below:

Overseas
financial PRC-based
institutions real estate Others Total
BHERKE FEEHE Hity @
HK$ million HK$ million HK$ million HK$ million
BEART BEART o BEHBT
Movement of bonds portfolio BHRERZEE
Carrying amounts BHEE
At 31 December 2019 RZZ-NEF+ZR=1+—H 36324 5,015.1 3280 8,975.5
Purchases BA 17.2 2,0123 10.1 2,039.6
Disposals )= (3,096.0) (3915.3) (294.9) (7,305.7)
Fair value changes ATEZD
(recognised in profit or loss) (RMBERER) (244.1) (134.0) (43.7) (4218)
At 31 December 2020 R-B-Z5+-A=t—H 309.5 2,978.1 - 3,287.6
Percentage to total assets HEERBEZED
At 31 December 2020 R-ZE-EF+=-A=+-H 0.8% 8.0% - 8.8%
At 31 December 2019 RZE-NF+ZA=+—H 7.5% 10.4% 0.7% 18.6%
At 31 December 2020 At 31 December 2019
R-ZB-FEF+-A=+-H RZE-AF+ZA=1—H
Percentage Percentage
HK$ million to total HK$ million to total
BEBAT (HAEzBEIW BEBTL (HBEZEANL
Bond issuers by industry REFBOTAZTE
Carrying amounts BEE
Overseas financial institutions BINE RIS 309.5 9.4% 36324 40.5%
PRC-based real estate HEEE 2,978.1 90.6% 5,015.1 55.9%
Others Hit - - 3280 3.6%
3,287.6 100.0% 8,975.5 100.0%
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FINANCIAL OPERATION REVIEW 81 %% 3£ 7% 51 B8

SECURITIES INVESTMENTS (contd) EERE®

The respective securities investments under different categories are LA TNELRREZER] 2 5B AR A EL Sl « (8)
elaborated below: (Cont'd)

Investments and Treasury Products at Fair Value Through Profit or BRBHEURMRATFEZRERMEER(E)

Loss (Cont'd)

Details and movement of the bonds portfolio at the end of the reporting ~ RBWEHRESFMEE 2FBREBEINMT « (8B)

period are set out below: (Cont'd)

At 31 December 2020 At 31 December 2019
R=2-BF+-A=t+-A R-_F-hF+-A=t—H
Coupon rate Percentage Coupon rate Percentage
(per annum) HKS$ million to total (per annum) HK$ million to total
REERE BERT LBEZEAL RRERE BEAT RREZANNL
Bonds by currency RES2EH
Carrying amounts HREE
Us$ e 7.000% to 3,004.6 91.4% 4.750% to 8,710.3 97.0%
13.000% 13.750%
1.000E % 4750E %
13.000E 13,750
GBP B 5.875% to 262.6 8.0% 5.875% to 265.2 3.0%
1.250% 7.250%
5.875E% 5.875E%
1.250E 72502
EUR BT 6.125% 204 0.6% n/a = =
6.125F NiEf
3,287.6 100.0% 8,975.5 100.0%
Investment in China Evergrande RHABRERZRE

As at 31 December 2020, the Group's securities investments in an entity 7
with a value which exceeds 5% of the Group's total assets is investments in ~ FA5EEEERHAER 2 EEHAFESD  ZIBREA
China Evergrande. The Group's securities investments in China Evergrande R

kol

“ER-REFTA=+—RH  AEER-EBZ

FEEXZRE AKRERPEEAZEBHFKRE

including listed shares and bonds amounted to HK$13,414.2 million (2019: (1 LMK &E%) A13,414,200,0008 T (==
HK$20,012.0 million) or 35.8% (2019: 41.4%) of total assets. — L% : 20,012,000,0007% 7T) S 15 & E B ¥E35.8%
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FINANCIAL OPERATION REVIEW B # £ % 51 B8

SECURITIES INVESTMENTS (contd)

Investment in China Evergrande (Cont'd)

The Group held 860,000,000 shares of China Evergrande at a total
consideration (including transaction costs) of HK$13,596.0 million.
As at 31 December 2020, the market value of the Evergrande Shares
was HK$12,814.0 million (2019: HK$18,576.0 million), there was net
dividend income of HK$1,967.6 million (after transaction costs) for the
Year. During the Year, the Group disposed of 4 bonds which were issued
by China Evergrande and its indirect wholly-owned subsidiary, Scenery
Journey Limited (collectively “Evergrande Group”) recorded a realised loss
of HK$77.0 million and relevant interest income of HK$104.0 million in
profit or loss and gain of HK$155.3 million in the contribution reserve. As
at 31 December 2020, the Group also held 6 bonds which were issued by
the Evergrande Group.

Details and performance of the 6 bonds issued by the Evergrande Group
as at 31 December 2020 and for the Year are summarised as follows:

Acquisition

Bonds Name of issuer cost
&% SN W R A
HK$ million
BEET
Evergrande 8.75% China Evergrande Group 6.2
fER8.750% HEEAKHE
Evergrande 10.5% China Evergrande Group 40.1
fER10.5% PEEALHE
Evergrande 12% China Evergrande Group 1127
BEA12% hEEALE
Scenery Journey 11.5% Scenery Journey Limited 29.6
£1211.5% FRARAF
Scenery Journey 12% Scenery Journey Limited 14.7
R1212% FREARDT
Scenery Journey 13% Scenery Journey Limited 4385
=1213% FRERRA

R-B-2£+-A=1+-H
BEAEEzES

Evergrande Group's bonds

at 31 December 2020 641.8

Evergrande 8.75% bond carries fixed coupon rate of 8.75% per annum. It
is denominated in US$ and matures on 28 June 2025. The bond is listed
on the Frankfurt Stock Exchange, the Singapore Exchange Securities Trading
Limited (“SGX-ST") and the Stuttgart Stock Exchange and rated “B3e" by
Moody's Investors Service, Inc. (“Moody's").

Evergrande 10.5% bond carries fixed coupon rate of 10.5% per annum. It

is denominated in US$ and matures on 11 April 2024. The bond is listed
on the SGX-ST and rated “B2" by Moody's.
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FINANCIAL OPERATION REVIEW

SECURITIES INVESTMENTS (contd)

Investment in China Evergrande (Cont'd)

Evergrande 12% bond carries fixed coupon rate of 12% per annum. It is
denominated in US$ and matures on 22 January 2024. The bond is listed
on the SGX-ST and rated “B2" by Moody's.

Scenery Journey 11.5% bond carries fixed coupon rate of 11.5% per
annum. It is denominated in US$ and matures on 24 October 2022. The
bond is listed on the SCX-ST and rated “B2" by Moody's.

Scenery Journey 12% bond carries fixed coupon rate of 12% per annum.
It is denominated in US$ and matures on 24 October 2023. The bond is
listed on the SGX-ST and rated “B2" by Moody's.

Scenery Journey 13% bond carries fixed coupon rate of 13% per annum.
It is denominated in US$ and matures on 6 November 2022. The bond is
listed on the SGX-ST and rated “B2e" by Moody's.

China Evergrande group is principally engaged in property development,
property investment, property management, new energy vehicle business,
hotel operations, finance business, internet business and health industry
business in the PRC. Its shares are listed on The Stock Exchange of
Hong Kong Limited (stock code: 3333). China Evergrande is one of the
leading real estate developers in the PRC with strong property sale and
reasonable profit margin. The Group believes that dividend payment from
the Evergrande Shares will provide steady income to the Group. Bonds
issued by the Evergrande Group carry attractive coupon interest rates which
the Group believes that it will enhance investment return from treasury
management perspective.

Unlisted Securities Investments

The Group invested in an exempted limited partnership formed under the
Exempted Limited Partnership Law (Revised) of the Cayman Islands and
the carrying amount was HK$467.9 million as at 31 December 2019.
During the Year, the Group has contributed US$1.1 million (equivalent to
approximately HK$8.3 million) and received distribution of US$2.3 million
(equivalent to approximately HK$17.6 million) (which were included in
financial assets measured at FVTOCI), after adding the fair value gain for
the Year of HK$30.0 million (which was recognised in financial assets
measured at FVTOCI reserve), the carrying amount was HK$488.6 million
as at 31 December 2020, representing 1.39% (2019: 1.0%) of total assets.

RISK MANAGEMENT

The Group has established adequate risk management procedures that
enable it to identify, measure, monitor and control various types of risk it
faces. This is supplemented by active management involvement, effective
internal controls and adequate internal audit in the best interests of the
Group.
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FINANCIAL OPERATION REVIEW B # £ % 51 B8

EQUITY

The number of issued ordinary shares as at 31 December 2020 and 2019
were 1,907,619,079.

DEBT AND GEARING

As at 31 December 2020, the Group's total debt amounted to HK$7,389.0
million (2019: HK$13,574.3 million), comprised bank and other
borrowings of HK$7,263.8 million (2019: HK$13,442.3 million) and lease
liabilities amounted to HK$125.2 million (2019: HK$132.0 million). Cash
and deposits at banks amounted to HK$1,654.5 million (2019: HK$565.3
million), pledged deposits amounted to HK$260.5 million (2019:
HK$274.2 million) and net debt (including lease liabilities) amounted to
HK$5,474.0 million (2019: HK$12,734.8 million).

Total debt to equity ratio (including lease liabilities) was 25.7% (2019:
40.4%) and net debt to equity ratio (including lease liabilities) was 19.0%
(2019: 37.9%), which are expressed as a percentage of total debt, and
net debt, respectively, over the total equity of HK$28,780.3 million (2019:
HK$33,590.4 million). The decrease in both ratios was mainly due to

decrease in total debt and net debt.

If the securities investments and treasury products of HK$16,306.8 million
(2019: HK$27,554.2 million) are included, there would be a net cash
position of HK$10,832.8 million (2019: HK$14,819.4 million).

As at 31 December 2020, the Group’s bank and other borrowings of
HK$7,263.8 million, 73.19%, 12.8% and 14.1% were repayable within
1 year, 1 to 2 years and 2 to 5 years respectively. Of which the Group's
bank and other borrowings were denominated in HK$ (28.2%), GBP
(54.4%), US$ (17.0%) and EUR (0.4%) before entering the cross
currency swap. HK$, GBP and EUR securities investments were hedged
by HK$, GBP and EUR borrowings. During the Year, the Group has
entered into short term US$/HK$ cross currency swap to enhance interest
payable on borrowing, and as at 31 December 2020, notional amount
of approximately US$159.7 million was outstanding. The Group's bank
borrowings were carried at interest rates calculated with reference to cost of
funds, Hong Kong Interbank Offered Rate ("HIBOR") or London Interbank
Offered Rate; other borrowings were carried at interest rates calculated
with reference to cost of funds or HIBOR. As at 31 December 2020, all
the Group's borrowings were on floating rate basis. Except as disclosed, no

hedging for interest rate is subsisted at the end of the reporting period.
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FINANCIAL OPERATION REVIEW

PLEDGE OF ASSETS

As at 31 December 2020, the Group had pledged the following assets with

their respective carrying amounts:

@

(b)

©

The Group's investment properties of HK$12,387.0 million (2019:
HK$12,248.6 million) and bank deposits of HK$233.2 million (2019:
HK$255.8 million) were pledged to the banks to secure general

banking and loan facilities granted to the Group.

The Group's bonds, listed equity investments and structured product
with carrying amounts of HK$12,877.3 million (2019: bonds and
listed equity investments of HK$27,554.2 million) and cash deposits
of HK$27.3 million (2019: HK$18.4 million) were pledged to
the financial institutions to secure margin and securities facilities
granted to the Group in respect of securities transactions, of which
HK$1,074.1 million (2019: HK$7,128.4 million) was utilised as at

31 December 2020 as borrowings due within one year.

Interests in certain subsidiaries of the Company have been pledged
as part of the security to secure certain bank borrowings granted to

the Group.

As at 31 December 2019, the Group had subordinated and assigned

its advance to a joint venture of HK$158.8 million to a bank to secure a

banking facility granted to the joint venture.

FINANCIAL AND INTEREST INCOME/EXPENSES

Interest income was included in revenue and investment income. Interest
income for the Year decreased to HK$603.4 million (2019: HK$724.9

million), representing a decrease of 16.8% as compared with last year

which was mainly due to the decrease in bonds portfolio and hence its

relevant interest income during the Year.
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FINANCIAL AND INTEREST INCOME/EXPENSES
(Cont'd)

Finance costs included interest expenses on bank and other borrowings
and lease liabilities; exchange difference on translation of foreign
currency borrowings; and arrangement fee and facility and commitment
fee expenses. Interest expenses (excluding interest expenses on lease
liabilities) for the Year amounted to HK$185.4 million, representing a
decrease of 50.7% over last year of HK$375.8 million. Interest capitalised
for the Year was HK$2.8 million (2019: nil). The decrease in interest
expenses was mainly due to the decrease in total borrowings and interest
rates during the Year. The average interest rate over the year under review
was 1.99% (2019: 2.67%), which was expressed as a percentage of total
interest paid (excluding interest on lease liabilities) over the average total

interest-bearing borrowings.
REMUNERATION POLICIES

As at 31 December 2020, the Group employed a total of 475 staff (2019:
481 staff) including about 236 staff (2019: 235 staff) employed under the
estate management company in Hong Kong and 1 staff (2019: 1 staff) in

the United Kingdom.

Employees were remunerated on the basis of their performance,
experience and prevailing industry practice. Remuneration packages
comprised salary and year-end discretionary bonus based on market
conditions and individual performance. The executive Directors continued
to review employees’ contributions and to provide them with necessary

incentives and flexibility for their better commitment and performance.
UNITED KINGDOM AND MAINLAND CHINA

As at 31 December 2020, the Group's investment properties in the
United Kingdom with carrying amount of GBP719.7 million (equivalent to
approximately HK$7,614.2 million) (2019: GBP788.2 million (equivalent
to approximately HK$8,051.1 million)) incurred a net loss of HK$396.7
million (2019: HK$813.0 million) to the Group for the Year, the loss
mainly included in gross profit, other income, fair value changes on
investment properties, finance costs and taxation. GBP exchange gain
of foreign operations included in other comprehensive expenses for the
Year amounted to HK$132.5 million (2019: HK$114.3 million). As at
31 December 2020, the Group’s net investment in the United Kingdom
amounted to HK$4,025.4 million (2019: HK$4,129.6 million) representing
14.0% (2019: 12.3%) of the Group's total equity.
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FINANCIAL OPERATION REVIEW

UNITED KINGDOM AND MAINLAND CHINA
(Cont'd)

Loss incurred by the Group's investment in Mainland China (mainly
included in fair value changes on investment properties, share of results
of investments accounted for using the equity method and taxation) for
the Year amounted to HK$44.3 million (2019: HK$24.5 million). RMB
exchange gain of foreign operations included in other comprehensive
expenses (including share of investments accounted for using the equity
method) for the Year amounted to HK$30.0 million (2019: exchange loss
of HK$11.6 million). The Group's net investment in Mainland China as at
31 December 2020 amounted to HK$518.1 million (2019: HK$536.6
million) representing 1.8% (2019: 1.6%) of the Group's total equity.

PROPERTY VALUATION

Property valuations in respect of the Group's investment properties in
Hong Kong and Mainland China as at 31 December 2020 and 2019
were carried out by B.Il. Appraisals, independent qualified professional
valuer. For the investment properties in the United Kingdom, the property
valuations as at 31 December 2020 and 2019 were carried out by Peak
Vision Appraisals, another independent qualified professional valuer. Their
valuations were based on investment method and/or direct comparison
method and/or residual method as the valuation methodologies and were

used in preparing 2020 final results.

The Group's investment properties were valued at HK$14,373.3 million
(2019: HK$14,759.5 million), a decrease of 9.7% over 2019 after
adjusted for the additions and exchange adjustments of investment
properties during the Year. The decrease in fair value of HK$1,549.2 million
was recognised in the consolidated statement of comprehensive income
for the Year. The Group also shared a decrease in fair value of investment
properties of associates and a joint venture of HK$62.3 million in total for
the Year.

The decrease in fair value of HK$1,549.2 million was mainly derived from
the decrease in fair value of Harcourt House and Causeway Place in Hong
Kong and River Court in the United Kingdom. The spreading of COVID-19
pandemic has adversely affected the fair value of investment properties of
the Group. The fair value change is a non-cash item and will not affect the

cash flow of the Group.
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