FINANCIAL OPERATION REVIEW
MBREGOE

RESULTS

Revenue

Revenue for the year ended 31 December 2021 (“Year") amounted to
HK$1,299.8 million (2020: HK$3,041.5 million), a decrease of 57.3% over
last year and comprised gross rental income of HK$327.3 million (2020:
HK$373.5 million), property sales of HK$235.4 million (2020: nil), gain on
sales of investments held-for-trading on a net basis of HK$183.9 million
(2020: HK$25.3 million), dividend income from listed and unlisted equity
investments of HK$169.5 million (2020: HK$1,973.2 million), interest
income from bonds and structured products of HK$315.5 million (2020:
HK$596.1 million), building and property management services income of
HK$50.1 million (2020: HK$53.2 million) and others of HK$18.1 million
(2020: HK$20.2 million). The decline in revenue was mainly due to the
decrease in dividend income from shares of China Evergrande Group (listed
on The Stock Exchange of Hong Kong Limited (“Stock Exchange”)) (stock
code: 3333) (“China Evergrande”) (“Evergrande Shares") for the Year.

Gross Profit

Gross profit for the Year amounted to HK$1,017.4 million (2020:
HK$2,961.5 million), a decrease of 65.6% as compared with last year
which was also mainly due to the decrease in dividend income from
the Evergrande Shares despite of the increase in property sales profit of
HK$17.3 million and increase in gain on sales of investments held-for-
trading of HK$158.6 million.

Property Leasing

For property leasing, the rental revenue in non-retail section decreased
by 17.0% to HK$250.8 million and retail section increased by 7.1% to
HK$76.5 million during the Year. The total rental income in revenue for the
Year recorded a decrease of 12.4% to HK$327.3 million as compared with
last year of HK$373.5 million. The decrease in rental income was mainly
due to an anchor tenant of an investment property in the United Kingdom
surrendered the lease in the year of 2020, if rental income from the anchor
tenant is excluded, the total rental revenue would record a decrease of 1.7%

as compared with last year.
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FINANCIAL OPERATION REVIEW

RESULTS (contd)

Property Leasing (Cont'd)

Together with the attributable rental revenue generated from associates
and an investee company of HK$104.0 million (2020: HK$94.3 million),
the total attributable rental revenue to the Company and its subsidiaries
(collectively the “Group”) amounted to HK$431.3 million (2020:
HK$467.8 million), which represents a decrease of 7.8% over last year.

Attributable net rental income for the Year showed HK$363.6 million, a

decrease of 6.6% over HK$389.5 million in last year.
Property Development and Trading

During the Year, sales of a house and certain parking spaces in Beijing, the
People's Republic of China ("PRC") recorded property sales revenue and
gross profit of HK$235.4 million and HK$17.3 million respectively (2020:

no disposal).

In respect of properties held by associates, sales of one unit of The
Hermitage in West Kowloon (25% interest) and one parking space of
Greenville Residence in Yuen Long (50% interest) generated profit of
HK$4.8 million and HK$0.2 million respectively 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 1,825 units and
certain parking spaces of Grand Central in Kwun Tong (10% interest) were
recorded by the investee company during the Year and will contribute profit

to the Group upon recognition of dividend income.

In summary, the Group together with its associates and investee company
recorded an attributable sales of HK$2,607.7 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 2021, mainly
comprised bonds, listed equity investments and treasury products. During
the Year, the net loss (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$1,995.5 million (2020: gain of HK$2,068.7 million), comprised
gain on listed equity investments at FVTOCI of HK$150.0 million (2020:
HK$1,936.3 million) and loss on investments and treasury products at fair
value through profit or loss (“FVTPL") of HK$2,145.5 million (2020: gain of
HK$132.4 million).
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FINANCIAL OPERATION REVIEW Ef &% #5 O EE

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$183.9 million (2020: HK$25.3
million) (the gains/losses of which was included in revenue) with gross
proceeds of HK$3,977.7 million (2020: HK$365.2 million). During the
Year, the Group disposed of/redeemed 26 bonds (2020: 33 bonds)
(including those with partial disposal) with carrying amounts in the sum of
HK$2,165.9 million (2020: HK$7,305.7 million) and recorded a realised
loss of HK$1,668.0 million (2020: HK$436.7 million). During the Year, the
Group had acquired 6 bonds (2020: 22 bonds) in the sum of HK$1,419.4
million (2020: HK$2,039.6 million). In addition, realised loss on the
structured products of HK$13.5 million (2020: a minimal realised gain)

was recorded during the Year.

Furthermore, the Group recorded an unrealised loss of HK$947.7 million
(2020: unrealised gain of HK$0.3 million) mainly representing the changes
in fair value of bonds, listed equity investments and structured products,
which had no effect on the cash flow of the Group. The unrealised loss
of HK$606.9 million (2020: unrealised gain of HK$14.9 million) from
changes in fair value of bonds represented 12 bonds (2020: 27 bonds),
mainly comprising the unrealised loss from the industry of PRC-based real
estate of HK$607.1 million (2020: unrealised gain of HK$3.7 million)
or decrease in fair value of 70.4% (2020: increase of 0.1%) over the
Year. Of which, certain PRC-based real estate issuers had defaulted in
paying interest and/or repayment of principal generally for its offshore
United States dollar ("US$") bonds in 2021 and fair value of these bonds
decreased significantly. Further, allowance for credit losses of bond interest
receivables of HK$11.9 million were also made during the Year. In addition,
the Group believes that the decrease in price of bonds in the industry of
PRC-based real estate in the Year, among others, was owing to concerns
about the liquidity and going concern issues and the tightening gearing
policy over the real estate developers in the PRC. During the Year, the
Group also recorded unrealised loss on listed investments held-for-trading
and structured products of HK$339.6 million (2020: HK$12.7 million) and
HK$1.2 million (2020: HK$1.9 million) respectively.
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FINANCIAL OPERATION REVIEW

RESULTS (contd)

Securities Investments (Cont'd)

During the Year, interest income from bonds (which was included in
revenue) amounted to HK$305.0 million (2020: HK$585.7 million),
represented 10.9% (2020: 10.3%) (before effect on leverage) return
on average market value of bondholding during the Year. The decrease in
interest income from bonds was mainly due to disposals of debt securities
to Ms. Chan, Hoi-wan (an executive director of the Company (“Executive
Director”) and the trustee of substantial shareholders of the Company)
in year 2020, details of the transaction were set out in the Company's
announcement dated 29 January 2020, circular dated 28 February 2020
and announcement dated 18 December 2020. The interest income
from structured products (which was included in revenue) amounted to
HK$10.5 million (2020: HK$10.4 million).

Summing up the realised and unrealised gain/loss and adding the net
income from net dividend income, interest income, other investment
income/expenses and net finance costs of HK$449.8 million (2020:
HK$2,479.8 million), the loss recognised from securities investments and
treasury products was HK$1,995.5 million (2020: gain of HK$2,068.7
million), of which net dividend income from the Evergrande Shares was
HK$156.5 million (2020: HK$1,967.6 million) for the Year.

The dividend income from listed equity investments of HK$168.3 million
(2020: HK$1,969.8 million) and interest income from bonds and
structured products of HK$315.5 million (2020: HK$596.1 million) were

recorded in revenue.

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 loss before
and after net finance costs of HK$2,138.0 million and HK$2,145.5 million
respectively (2020: profit before and after net finance costs of HK$184.9
million and HK$132.4 million respectively) for the Year.
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RESULTS (contd)
Securities Investments (Cont'd)

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)

Details of realised and unrealised gain/loss, interest and dividend income
by each type of bonds, listed investments held-for-trading and structured

products during the Year are shown below:
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Realised loss Unrealised (loss) gain Interest/dividend income Total (loss) profit
BEREE RET (B8 W HE/REKA () BRI R
2021 2020 2021 2020 2021 2020 2021 2020

ZE--f TR ZBC-F
HK$ million HKS million ~ HK$ million
BEBT BEAT BE#T

“2-%F  ZB--§  -T-%§  IBI-§ CZZCEF
HK$ milion ~ HK$ million HK$ million ~ HK$ million HK$ million
BEET BEAT BEBT BEAT BEATL

Bond issuers by industry RESFBOAZOE
Overseas financial institutions e pkE 9.7 (2553) 0.2 112 1.7 1147 226 (129.4)
PRG-based real estate hERLE (1,671.1) (137.7) (607.1) 37 2923 450 (1,9925) 3310
Others Eth - (43.7) - - - 6.0 - (37.7)
(1,668.0) (436.7) (606.9) 149 305.0* 5657 (19699) 1639
Listed investments BEEEZLTRE
held-for-trading 1839 253 (339.6) (127) 11 21 (144.0) 147
Structured products GRIEER (13.5) - (12) (19) 105 104 (82) 85
(1,497.6) (@11.4) (947.7) 03 12 5082 (2,118) 1871
Other net investment expenses ~ EfE AR FE (19.9)* (22)
(Loss) profit before net finance BREREEN
costs (E18) &R (2,138.0) 1849
Net finance costs BBERRE (1.5) (52.5)
(Loss) profit after net finance costs 81 BB F 8 2
(E8) &7 (2,1455) 1324
* allowance for credit losses recognised in respect of bond interest ~ * [H 28 MR8 | BEES 2 BUF SR
receivables of HK$11.9 million was included in “other net investment Z 5B BB 511,900,000/ T °

expenses”.
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RESULTS (contd) E 4 {0
Securities Investments (Cont'd) BHRE(E)

The respective income/expense from securities investments under different A TEAR B TRAERI 2 BFHELEWRAFZ1EE—
categories are further elaborated below: (Cont'd) Harat : (8)

Listed Equity Investments at Fair Value Through Other EBEMEERZEURBRAFEZ ETRARE
Comprehensive Income

(@)  Implication on Profit or Loss for the Year (@) AFEEEnIZE

Dividend income, other investment income and relevant finance RAEE - FFABBHEMDE WA RBE AT
costs of holding listed equity investments at FVTOCI were recognised Bz EFmRAREMEEZKRERA - Bt
in profit or loss for the Year. During the Year, net dividend income BREWAREESBERREBERZAER - 1
of HK$156.5 million (2020: HK$1,967.6 million) (after transaction NEE - 8115 2K 8 £55860,000,0000% 18 K iz
cost) from holding of 860,000,000 Evergrande Shares, net relevant 7 2 BB U ASFHE 156,500,000 T(ZZE =%
finance costs of HK$6.8 million (2020: HK$31.3 million) and other % :1,967,600,000/ 7T) (FABR 2 AR
investment income of HK$0.3 million (2020: nil) were recorded, R8I 15 B F)F 586,800,000 0 (ZE =%
hence the results from listed equity investments at FVTOCI recorded % : 31,300,000/ 7T) & H A2 & W A 300,000
a net gain of HK$150.0 million (2020: HK$1,936.3 million). BL(ZZEZZF @) ABBEMEA
Dividend income for the Year represented 2020 final dividend W AR AT EZ ERARE 2 EHE
(2020: 2019 and 2018 final dividends) from the Evergrande 154 % F 58 150,000,000 T (Z T =T 4 -

Shares, the decrease was mainly due to the decrease in both China 1,936,300,000/87T) « RAFE 2 R EWA
Evergrande's profit attributable to the shareholders and its dividend TEREEABRH 2 —E-TFRAKE(Z

payout ratio (year 2020 was less than respective year 2019 and year ZoTEFE R -NERIZ-N\ERAR
2018). B) ZROEEARPEEBERAREEN G

MEREREXR(ZCE-_ZFIRNEB TN
FRZF-N\F)IRIMA

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

During the Year, the Group through a series of transactions RAFE » REEFER—RIIZ SRR
disposed of certain Evergrande Shares in the open market of FmsHEE TEARNLHEEERER
the Stock Exchange and recorded a realised loss of HK$7,869.9 7,869,900,0008 T (BEXHHA) (ZT=F
million (inclusive of transaction costs) (2020: another listed equity F o HESBRAEMEIEREUARRA
investment at FVTOCI was disposed of and recorded a net realised FEz EmRAKREMEESE SRS FHE
gain of HK$0.1 million). The unit share price of China Evergrande 100,000/ 7T) - FEIEAEBRKREH - -F
had dropped from HK$14.90 as at 31 December 2020 to HK$1.59 FTZA=1T—HAZ14908 T T BKE=-Z=
as at 31 December 2021, or 89.3% over the Year, hence an —F+ZA=+—BZ 1598 TR EKEET
unrealised loss on fair value change of the remaining Evergrande #£89.3% « At T EARRNO 2 AT EES 2
Shares of HK$3,051.9 million (2020: unrealised loss on fair value A IR E1E3,051,900,0008 T(ZE-ZF ¢
change of 860,000,000 Evergrande Shares of HK$5,762.0 million) 860,000,000/ B Rk fh 2 A FEEE) 2 RE
was recognised in other comprehensive expenses. The Group I [ 185,762,000,0007% 7T) 7 Efth 2 E 32 H A
believes that the decrease in share price of China Evergrande for the BR - AEEHEERAEREFRERZRET
Year, among others, was owing to liquidity and going concem issues, BKIREF B FREARZREE® MIFE
decline in profitability and reduced dividend payout ratio of China KERE - BN TEARRSERD - URR
Evergrande, and the tightening gearing policy over the real estate hE FihEERAE S WEEE L REE -
developers in the PRC. Realised gain/loss on fair value change is a NP EEHEER K BEIREER
cash item while unrealised fair value change is a non-cash item and MASRAFELS IR EEE HHEREE
will not affect the cash flow of the Group. ZHReERNEWEERTE -

TEC-FFH  EABXEE
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RESULTS (contd)

Securities Investments (Cont'd)

St ¥ SR 75 [0l R

The respective income/expense from securities investments under different

categories are further elaborated below: (Cont'd)

Listed Equity Investments at Fair Value Through Other
Comprehensive Income (Cont'd)

The performance of listed equity investments at FVTOCI — the Evergrande

Shares during the Year are summarised as follows:

At 31 December 2020

Disposal
Realised fair value change
Unrealised fair value change

Transfer to retained profits upon
disposal

Net dividend income

Other investment income

Net finance costs

Profit/other comprehensive
expenses for the Year

At 31 December 2021

Percentage to total assets
At 31 December 2021

At 31 December 2020

RERATERH
RERATERD

REERERE
(REER
REMAFE
EfRERA
HHBERER

REERA/
A 2EXH

RZB=-F
+=A=+-8

Number of Closing price

shares (per share)

W E

RH#E (BR)

HKS$

BT

860,000,000 1490
630,703,000

229,297,000 1.59
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Recorded in

consolidated statement of

BBAMEEREARBRLFEZ LTRERE

EFRBEMEENGEARRAFEZ EHR
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Recorded in

consolidated statement of

financial position comprehensive income
FAGEHERRER BFAGEEANERE
Financial Financial
assets assets
measured measured at
at fair value fair value Other
through other  through other comprehensive
comprehensive  comprehensive Profit expenses
income  income reserve for the Year for the Year
ARHM2E BRHMZE
I3 AR
AYEHEZ DYEHEZ REEHM
CREE SREEZRE KEERR 2EXHE
HKS million HK$ million HK$ million HK$ million
BEBR BEER BEBR BEERT
12,8140 (7820)
(1,5304) - - -
(7867.1) (7,869.9) - (7,869.9)
(3,0519) (3,0519) - (3,0519)
(12,449.4) (10,9218) - (10,9218)
9,219.0
156.5 -
03 -
(6.8) -
150.0 (10,921.8)
364.6 (2,484.8)
1.7%
34.2%
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RESULTS (contd)

Other Income and Expenses

During the Year, the Group recorded other income of HK$63.2 million
(2020: HK$281.3 million). The decrease was mainly due to the amount
of dilapidations settlement received from tenants in respect of investment
properties in the United Kingdom reduced to HK$0.4 million (2020:
surrender premium and dilapidations settlement in aggregate of HK$249.8
million, mainly represented the amount received in respect of an anchor
tenant of an investment property in the United Kingdom surrendered the

lease which was an one-off item).

During the Year, administrative expenses increased by 7.5% to HK$344.5
million (2020: HK$320.6 million). The increase in administrative expenses
was mainly due to increase in depreciation expenses of HK$36.6 million.
Finance costs decreased by 51.5% to HK$104.5 million (2020: HK$215.6
million) during the Year, including exchange loss of HK$3.8 million (2020:
HK$13.1 million) on translation of foreign currency other borrowings
hedged for foreign currency securities investments and exchange loss of
HK$1.8 million on translation of foreign currency bank borrowing (2020:
HK$7.1 million on translation of foreign currency bank borrowing and loan).
The decrease in finance costs was mainly due to the decrease in average

total borrowings and average interest rates during the Year.

Other gains and losses for the Year recorded a minimal loss (2020: loss of

HK$4.9 million mainly comprised write-down of stock of properties).

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 from the share of results of associates of
HK$106.7 million (2020: HK$38.4 million comprised loss from the share
of results of associates of HK$35.6 million and a joint venture of HK$2.8
million). The increase in loss from the share of results of associates was
mainly due to recognition of an impairment loss by an associate despite of
the decrease in loss on fair value change of investment properties held by

associates.
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RESULTS (contd)

Fair Value Changes on Investment Properties

Investment properties of the Group in Hong Kong and Mainland China and
one of the investment properties in the United Kingdom were revalued at
31 December 2021 by LCH (Asia-Pacific) Surveyors Limited ("LCH (Asia-
Pacific)") whereas the remaining investment properties in the United
Kingdom were revalued by Peak Vision Appraisals Limited (“Peak Vision
Appraisals”). LCH (Asia-Pacific) and Peak Vision Appraisals are independent
property valuers. An unrealised loss on fair value changes of investment
properties of HK$1,376.6 million (2020: HK$1,549.2 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.

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

Loss/Profit

Loss for the Year attributable to owners of the Company was HK$3,515.3
million as compared to profit of HK$622.2 million for last year. The turning
from profit to loss for the Year was mainly due to (a) decrease in net
dividend income from the Evergrande Shares; (b) results in the segment of
investments and treasury products at FVTPL turned from profit to loss; and
(c) decrease in dilapidations settlement received from tenants in respect
of investment properties in the United Kingdom during the Year. Loss per
share for the Year was HK$1.84 (2020: earnings per share of HK$0.33).

Core Loss/Profit

If the net loss on the major non-cash items of HK$1,395.9 million (2020:
HK$1,605.1 million) is excluded but the share of accumulated realised fair
value gain recognised in prior years on disposal of an investment property
of an associate of HK$0.8 million (2020: nil) is included, the Group will
have a core loss for the Year attributable to owners of the Company of
HK$2,118.6 million (2020: core profit of HK$2,227.3 million) and a core
loss per share of HK$1.11 (2020: core profit per share of HK$1.17).

The major non-cash items represented the attributable net unrealised fair
value loss on investment properties together with their respective deferred
tax (if any) from the Group and its associates of HK$1,395.9 million (2020:

from the Group and its associates and joint venture of HK$1,605.1 million).
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FINANCIAL OPERATION REVIEW

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

Dividends

Final dividend of HK1 cent (year ended 31 December 2019: HK1
cent) per share in total amount of HK$19.1 million for the year
ended 31 December 2020 was paid in cash on 11 June 2021 and no
interim dividend for 2021 (half year ended 30 June 2020: HK1 cent per

share).

Total dividend of HK$19.1 million was 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 loss for the Year of HK$2,118.6 million or HK$1.11
per share (2020: core profit of HK$2,227.3 million or HK$1.17 per share);
and (b) no final dividend (2020: cash final dividend of HK1 cent per
share) proposed; and (c) no interim dividend (2020: cash interim dividend
of HK1 cent per share) paid, the cash payment ratio is undefined as a
result of core loss for the Year (2020: ratio of cash payment to the core

profit was 1.7%).

Total Comprehensive Expenses

Total comprehensive expenses for the Year attributable to owners of
the Company was HK$14,375.7 million or HK$7.54 per share (2020:
HK$4,978.6 million or HK$2.61 per share), which comprised (a) loss for
the Year attributable to owners of the Company of HK$3,515.3 million
(2020: profit of HK$622.2 million); and (b) other comprehensive expenses
for the Year attributable to owners of the Company of HK$10,860.4
million (2020: HK$5,600.8 million) which mainly included realised loss
of HK$7,869.9 million (2020: nil) and unrealised loss of HK$3,051.9
million (2020: HK$5,762.0 million) on fair value changes of listed equity
investment at FVTOCI, 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.
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NET ASSET VALUE

As at 31 December 2021, the Group's net asset value attributable to
owners of the Company amounted to HK$14,375.6 million (2020:
HK$28,758.8 million), a decrease of HK$14,383.2 million or 50.0% when
compared with 31 December 2020. With the total number of ordinary
shares in issue of 1,907,619,079 as at 31 December 2021 and 2020,
the net asset value per share attributable to owners of the Company
was HK$7.54 (2020: HK$15.08). 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$14,375.7 million; (b) final dividend
recognised as distribution during the Year totaling of HK$19.1 million;
and (c) forfeiture of unclaimed dividends recorded in retained profits of
HK$11.6 million.

During the Year, loss on fair value changes of listed equity investment
categorised as financial assets measured at FVTOCI of HK$10,921.8
million (2020: HK$5,761.9 million) was recorded in other comprehensive
expenses, and the Group transferred the negative balance of the financial
assets measured at FVTOCI reserve of the disposed listed equity investment
of HK$9,219.0 million to retained profits. The cumulative amount of loss
on fair value changes of listed equity investment included in financial assets
measured at FVTOCI reserve as at 31 December 2021 was HK$2,484.8
million (2020: HK$782.0 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.

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 2021, the portfolio of securities investments and
treasury products of HK$1,066.0 million (2020: HK$16,306.8 million)
comprised (a) bonds, listed investments held-for-trading and structured
products (presented as financial assets measured at FVTPL (non-current
and current assets)) in aggregate of HK$701.4 million (2020: HK$3,492.8
million); and (b) listed equity investment (presented as financial assets
measured at FVTOCI) of HK$364.6 million (2020: HK$12,814.0 million),
representing 4.9% (2020: 43.5%) of total assets.
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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, the Group disposed of 630,703,000 shares of China Evergrande.
Hence, the Group held 229,297,000 shares of China Evergrande as at
31 December 2021, representing approximately 1.7% of the total issued

share capital of China Evergrande as at 31 December 2021.

As at 31 December 2020, the cumulative unrealised loss on fair value
change of the Evergrande Shares was HK$782.0 million and the carrying
amount of the Evergrande Shares was HK$12,814.0 million. After
deducting the carrying amount of HK$1,530.4 million upon disposal,
together with realised and unrealised fair value losses of HK$10,919.0
million for the Year, the carrying amount of the Evergrande Shares as at
31 December 2021 was HK$364.6 million, representing 1.7% (2020:
34.2%) of total assets. The cumulative unrealised loss on fair value change
of the Evergrande Shares was increased from HK$782.0 million as at
31 December 2020 to HK$2,484.8 million as at 31 December 2021,

which was recorded in the financial assets measured at FVTOCI reserve.

China Evergrande group is principally engaged in, among other things,
property development, property investment and property management
in the PRC. According to the audited consolidated financial statements of
China Evergrande for the years ended 31 December 2020 and 2019, the
revenue and profit attributable to shareholders were Renminbi ("RMB")
507.2 billion (2019: RMB477.6 billion) and RMB8.1 billion (2019:
RMB17.3 billion) respectively; while the total assets and total equity were
RMB2,301.2 billion (2019: RMB2,206.6 billion) and RMB350.4 billion
(2019: RMB358.5 billion) respectively, the net debt was RMB535.8 billion
(2019: RMB571.1 billion). In accordance with the unaudited consolidated
financial statements of China Evergrande for the six months ended 30 June
2021, the revenue and profit attributable to shareholders were RMB222.7
billion and RMB14.4 billion respectively; while the total assets and total
equity were RMB2,377.6 billion and RMB411
debt was RMB410.1 billion. Net debt is calculated as total borrowings less

.0 billion respectively, the net

cash and cash equivalents and restricted cash.
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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

As at 31 December 2020, the carrying amount of the bonds presented as
financial assets measured at FVTPL was HK$3,287.6 million. During the
Year, the bonds portfolio was decreased by a net disposal of HK$746.5
million. After deducting the fair value loss of HK$2,274.9 million recognised
in profit or loss, the bonds portfolio of the Group became HK$266.2 million
as at 31 December 2021, representing 1.29% (2020: 8.8%) of total assets,
which formed part of the Group's cash management activities.

As at 31 December 2021, the bonds portfolio comprised of 12 bonds
(2020: 27 bonds). In terms of credit rating, non-investment grade and
unrated were 9 bonds and 3 bonds (2020: 18 bonds and 9 bonds)
respectively. In terms of maturity, 1 bond (2020: 5 bonds) was (were)
contingent convertible bond(s) issued by overseas financial institution(s)
which was (were) perpetual with no fixed tenor, 11 bonds (2020: 22
bonds) issued by issuers in the industry of PRC-based real estate of which
10 bonds will be matured between 2022 to 2024 and 1 bond was
matured (2020: 21 bonds would be matured between 2021 to 2025 and
remaining 1 bond was perpetual bond).
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Details and movement of the bonds portfolio at the end of the reporting ~ RIREHIKRESAE ZFBERESH W ¢
period are set out below:
Overseas
financial PRC-based
institutions real estate Total
BNE S i E B
HK$ million HK$ million HK$ million
ER-: P ER-: P BEERT
Movement of bonds portfolio BFEEGZ2E
Carrying amounts BRTEAE
At 31 December 2020 R-ZZ_ZF+_A=+—H 309.5 2,978.1 3,287.6
Purchases BA - 1,419.4 1,419.4
Disposals k= (308.1) (1,857.8) (2,165.9)
Fair value changes NEEEH
(recognised in profit or loss) (RBRAER) 9.9 (2,284.8) (2,274.9)
At 31 December 2021 REB=Z—-F+=A=+—H 11.3 254.9 266.2
Percentage to total assets hEEH#EBEZADL
At 31 December 2021 R-B-Z-—F+=ZRA=+—H 0.0% 1.2% 1.2%
At 31 December 2020 RZZ-_ZF+-_A=+—H 0.8% 8.0% 8.8%
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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)

Details and movement of the bonds portfolio at the end of the reporting

period are set out below: (Cont'd)

Bond issuers by industry

Carrying amounts

Overseas financial institutions

PRC-based real estate

Bonds by currency
Carrying amounts
US$

Pound Sterling ("GBP")

Euro
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At 31 December 2020
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HK$ million to total
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254.9 95.8% 3095 9.4%
113 4.2% 2,978.1 90.6%
266.2 100.0% 32876 100.0%

At 31 December 2021
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Coupon rate
(per annum)

REERZ
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8.600E F
13.0002
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11252

Percentage Coupon rate
HKS$ million to total (per annum)
BEEL HAREzEIHL FRENE
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13.000%
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266.2 100.0%

At 31 December 2020
RZZE-EF+-A=1—H

Percentage
HK$ million to total
BEAT HBEZANN

3,004.6 91.4%
262.6 8.0%
204 0.6%
32876 100.0%

As at 31 December 2021, the Group held investments held-fortrading of MZ_ZZ_—F+_A=+—H ZX&EEHEEH

HK$428.4 million (2020: HK$152.7 million), of which HK$194.3 million
(2020: HK$85.3 million) were listed shares in Hong Kong and HK$234.1

million (2020: HK$67.4 million) were listed shares in elsewhere.
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SECURITIES INVESTMENTS (contd)

Unlisted Securities Investments

The Group invested in an exempted limited partnership formed under
the Exempted Limited Partnership Law (Revised) of the Cayman Islands
(presented as financial assets measured at FVTOCI) and the carrying
amount was HK$488.6 million as at 31 December 2020. During the Year,
the Group has contributed US$1.2 million (equivalent to approximately
HK$9.0 million), after deducting the fair value loss for the Year of HK$71.7
million (which was recognised in financial assets measured at FVTOCI
reserve), the carrying amount was HK$425.9 million as at 31 December
2021, representing 2.0% (2020: 1.3%) 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.
EQUITY

The number of issued ordinary shares as at 31 December 2021 and 2020
were 1,907,619,079.

DEBT AND GEARING

As at 31 December 2021, the Group's total debt amounted to HK$5,515.2
million (2020: HK$7,389.0 million), comprised bank borrowings of
HK$5,455.5 million (2020: bank and other borrowings of HK$7,263.8
million) and lease liabilities amounted to HK$59.7 million (2020:
HK$125.2 million). Cash and deposits at banks amounted to HK$2,479.9
million (2020: HK$1,654.5 million), pledged deposits amounted to
HK$277.5 million (2020: HK$260.5 million) and net debt (including lease
liabilities) amounted to HK$2,757.8 million (2020: HK$5,474.0 million).

Total debt to equity ratio (including lease liabilities) was 38.3% (2020:
25.7%) and net debt to equity ratio (including lease liabilities) was 19.2%
(2020: 19.0%), which are expressed as a percentage of total debt, and
net debt, respectively, over the total equity of HK$14,398.8 million (2020:
HK$28,780.3 million). The increase in total debt to equity ratio was mainly

due to decrease in total equity.
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FINANCIAL OPERATION REVIEW

DEBT AND GEARING (contd)

If the securities investments and treasury products of HK$1,066.0 million
(2020: HK$16,306.8 million) are included, the net debt to equity ratio
would be 11.8% (2020: net cash position of HK$10,832.8 million).

As at 31 December 2021, the Group’s bank borrowings of HK$5,455.5
million, 66.8%, 5.8% and 27.4% were repayable within 1 year, 1 to 2
years and 2 to 5 years respectively. Of which the Group’s bank borrowings
were denominated in HK$ (27.0%), GBP (50.3%) and US$ (22.7%)
before entering the cross currency swap. 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 2021, notional amount
of approximately US$159.0 million was outstanding. As at 31 December
2021, the Group's bank borrowings were carried at interest rates calculated
with reference to cost of funds, Hong Kong Interbank Offered Rate, London
Interbank Offered Rate or compounded reference rate and all the Group's
bank borrowings were on floating rate basis. Except as disclosed, no

hedging for interest rate is subsisted at the end of the reporting period.
PLEDGE OF ASSETS

As at 31 December 2021, the Group had pledged the following assets with

their respective carrying amounts:

(@) The Group's investment properties of HK$11,334.9 million (2020:
HK$12,387.0 million), properties of HK$42.9 million (2020: nil) and
bank deposits of HK$277.5 million (2020: HK$233.2 million) were
pledged to the banks to secure general banking facilities granted to

the Group.

(b) As at 31 December 2021, none of securities investment were
pledged (2020: the Group's bonds, listed equity investments and
structured product with carrying amounts of HK$12,877.3 million
and cash deposits of HK$27.3 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 was utilised as at 31 December 2020 as borrowings due

within one year).

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

the Group.
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FINANCIAL OPERATION REVIEW Ef &% #5 O EE

FINANCIAL AND INTEREST INCOME/EXPENSES

Interest income was included in revenue and investment expenses, net.
Interest income for the Year decreased to HK$320.4 million (2020:
HK$603.4 million), representing a decrease of 46.99% as compared with
last year which was mainly due to the decrease in bonds portfolio and

hence its relevant interest income during the Year.

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$89.0 million, representing a
decrease of 52.0% over last year of HK$185.4 million. Interest capitalised
for the Year was HK$2.3 million (2020: HK$2.8 million). The decrease
in interest expenses was mainly due to the decrease in average total
borrowings and interest rates during the Year. The average interest rate over
the year under review was 1.29% (2020: 1.99%), 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 2021, the Group employed a total of 474 staff (2020:
475 staff) including about 236 staff (2020: 236 staff) employed under the
estate management company in Hong Kong and 5 staff (2020: 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.
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FINANCIAL OPERATION REVIEW

UNITED KINGDOM AND MAINLAND CHINA

As at 31 December 2021, the Group's investment properties (excluding
properties occupied for own use) in the United Kingdom with carrying
amount of GBP645.8 million (equivalent to approximately HK$6,799.6
million) (2020: GBP719.7 million (equivalent to approximately
HK$7,614.2 million)) incurred a net loss of HK$843.8 million (2020:
HK$396.7 million) to the Group for the Year, the loss mainly included in
gross profit, other income, fair value changes on investment properties,
administrative expenses, finance costs and taxation. GBP exchange loss of
foreign operations included in other comprehensive expenses for the Year
amounted to HK$30.0 million (2020: exchange gain of HK$132.5 million).
As at 31 December 2021, the Group's net investment in the United
Kingdom amounted to HK$4,226.4 million (2020: HK$4,025.4 million)
representing 29.4% (2020: 14.0%) of the Group's total equity.

Loss incurred by the Group's investment in Mainland China (mainly
included in gross profit, 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$135.7 million (2020: HK$44.3
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$11.9 million (2020:
HK$30.0 million). The Group’s net investment in Mainland China as at
31 December 2021 amounted to HK$392.5 million (2020: HK$518.1
million) representing 2.7% (2020: 1.8%) of the Group's total equity.
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FINANCIAL OPERATION REVIEW Ef &% #5 O EE

PROPERTY VALUATION

Property valuations in respect of the Group's investment properties in Hong
Kong, Mainland China and one of investment properties in the United
Kingdom as at 31 December 2021 were carried out by LCH (Asia-Pacific),
an independent qualified professional property valuer. For the remaining
investment properties in the United Kingdom, the property valuations as
at 31 December 2021 were carried out by Peak Vision Appraisals, another
independent qualified professional property valuer (2020: investment
properties in Hong Kong and Mainland China were carried out by B.l.
Appraisals Limited and investment properties in the United Kingdom
were carried by Peak Vision Appraisals, both are independent qualified
professional property valuers). 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 2021 final results.

The Group's investment properties were valued at HK$13,292.2 million
(2020: HK$14,373.3 million), a decrease of 9.5% over 2020 after
adjusted for the additions, acquisition, transfer and exchange adjustments
of investment properties during the Year. The decrease in fair value of
HK$1,376.6 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 of HK$19.3 million for the

Year.

The decrease in fair value of HK$1,376.6 million was mainly derived from
the decrease in fair value of River Court in the United Kingdom. The global
outbreak and persistence 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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