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Dear Shareholders,

On behalf of the board of directors (the “Board”) of Franshion Properties (China) Limited (“Franshion Properties” or
the “Company”), | am pleased to present the interim report of the Company and its subsidiaries (the “Group”, “we”
or "us”) for the six months ended 30 June 2012 (“the period under review” or “the first half of the year”) for your
review.

During the period under review, profit attributable to owners of the parent amounted to HK$1,603.4 million,
representing a decrease of 2% as compared with HK$1,640.4 million in the corresponding period of 2011, of which,
net profit after tax arising from fair value change of investment properties of the Group amounted to approximately
HK$1,010.9 million. The Board does not recommend payment of interim dividend.

Decrease in the interim results for 2012 as compared with the same period of last year was mainly due to the fact
that most of the properties sold by the Group were scheduled to be delivered and settled in the second half of the
year, resulting in a decrease in profit from the properties sold which had been delivered and settled during the six
months ended 30 June 2012 as compared with the same period of last year. As at 20 August 2012, the accumulated
contract amount of the properties sold but not yet delivered and settled by the Group amounted to HK$13.1 billion.

In the first half of 2012, the central government continued to implement austerity measures which were targeted
at the residential market and promulgated since 2011 to drive rigid demand and curb speculations. However, given
the increasing uncertainties over global economic recovery and the accelerating slowdown in domestic economy, the
central bank cut down the reserve requirement ratio and the loan to deposit ratio a number of times to “stabilise
growth”, reflecting a change in the monetary policies from “prudent” to “moderate easing”. Benefiting from this,
there were signs of resurgence in the property market in the second quarter of 2012. Nevertheless, the government’s
austerity measures that “support and contain” the real estate industry remained unchanged, and core policies such
as purchase restrictions and loan restrictions continued to be the untouchable bottomline. Under these austerity
measures, the shortage and investment value of high-end residential and commercial properties became more
significant. Leveraging on its established core business portfolio including property development, property leasing
and hotel operations, the Company achieved remarkable performance in its three major segments during the first
half of the year.

With respect to property development, the Company continued to strengthen operational management and speed
up construction progress, and was successful in drawing overwhelming sales for its projects during the market
downturn. In March, the Company secured a contract with respect to Building No.14 of Shanghai International
Shipping Service Center Project located in the North Bund of Shanghai. In April, phase Ill of Beijing Guangqu lJin
Mao Palace Project commenced its grand sales. Leveraging on its rare prime location, high-end quality products
and strong brand assurance, it continued its sales miracles amid industry doldrums and all units launched were sold
out in less than an hour. Qingdao Lanhai Xingang City Project introduced high-end quality educational facilities of
Qingdao New Century School and the opening ceremony for model demonstration district was held in June. Its high-
end quality and strong brands were gaining widespread attention in Qingdao.

As for property leasing, benefiting from the steady growth of real economy and the severe shortages in the core
business districts in Beijing and Shanghai, the high-end office building market in both cities remained in short supply
for the first half of the year. The properties held by the Company are located in the prime locations in Beijing and
Shanghai where the rental level rose substantially with remarkable market performance and soaring market value. At
present, occupancy rate of our two office buildings, Chemsunny World Trade Centre and Sinochem Tower in Beijing
was full or nearly full during the period. Another office building, Jin Mao Tower, in Shanghai continued to maintain
a very high occupancy rate with price topping its peers in the region despite the drastic increase in supply in the
surrounding areas.
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With respect to hotel operations, given the slowing growth in overseas passengers due to the European debt crisis
and the impacts of slowing economic growth in China, the domestic business travel and tourism market experienced
a slowdown. Capitalising on its advantages in hotel operations over the years, the Group actively coped with
the unfavourable market environment and flexibly adjusted its sales strategies, and therefore the hotel segment
maintained its leading position among its peers in the region during the first half of the year. Facing the launch
of many new hotels, the Ritz-Carlton, Sanya and Hilton Sanya Resort & Spa maintained their leading positions in
the local market in terms of operating results, whereas Westin Beijing, Chaoyang and Grand Hyatt Shanghai also
maintained their leading advantages in Beijing and Shanghai respectively, and the performance results of JW Marriott
Shenzhen also grew remarkably during the period.

The Company actively sought investment and financing opportunities and stepped up its efforts in land requisition
and fund raising. In the first half of 2012, the Company successfully won the bid for Meixi Lake International Plaza
Project at bottom price, which is designed to be a high-end large-scale city complex consisting of 5-star hotels,
shopping malls, office buildings and residence and to become the new landmark in Dahexi Pilot Zone, Changsha.
In addition, the Company also captured the opportunity to acquire quality tourism resources actively. In January, it
acquired a 200-mu land parcel in the core location in Gucheng District, Lijiang at bottom price. The land parcel is
located in the Beam River area where Lijiang’s high-end hotels and resort properties are gathered. It is a rare land
parcel closest to Yulong Snow Mountain in Lijiang City. In April, the Group entered into a cooperation agreement
with Hainan LongHigh Industrial Group Company Limited (“LongHigh Group”), expecting to acquire the primary
development right to Sanya Yazhouwan Project. The project is positioned as the “state cultural waterfront” core
area and will become the pioneer project regarding the new lifestyle and the new way of travel in Sanya City. In
terms of funding, the Company continued to actively raise funds through many channels. In the first half of the year,
the Company was granted a club loan totalling US$200 million by banks. In addition, China Jin Mao (Group) Co.,
Ltd. successfully issued RMB750 million short-term financing notes and recorded an over-subscription of nearly 4
times by investors. By fixing the costs at a low level, this provided sufficient funding security for subsequent project
development and new project investment.

In the first half of the year, the Company stepped up its efforts to promote its green strategy and brand building
strategy. Beijing Chemsunny World Trade Centre was granted the LEED-EB Gold Certification by the president of
U.S. Green Building Council and became the largest office building project in China in terms of size to have such
a certification. All units in the western site of Shanghai International Shipping Service Center Project have passed
the pre-certification requirements for the LEED-CS Gold Award, whereas all the remaining buildings of the project
are expected to be granted the state’s green standards or LEED certifications. By then, the project will become the
largest green commercial and office building project in Asia. In March, the Company was invited the second time
as representative of the real estate industry to attend the China Green Building Conference (FB4k B2 A ®) and
entered into a strategic cooperation agreement with the China Green Building Professional Committee (FEI4%
EHEEETEE) at the conference. At the same time, the market influence of the Company’s brands was further
enhanced. In June, "Jin Mao” brand with its brand value of RMB5,961 million was recognised as one of “China’s
500 Most Valuable Brands” in 2012 (the 9th session) by World Brand Lab for eight consecutive years.

In the second half of 2012, it is expected that the central government will continue to implement moderate easing
monetary policies to curb slowdown in economy. With respect to the real estate area, the central government
will continue to maintain its firm position to strictly implement the purchase restrictions and differentiated credit
policies and accelerate the construction of affordable housing in adherence to the existing austerity measures. The
Company considers that the austerity policies on the real estate sector are favourable to the sustainable and healthy
development of the real estate market. With the progress of urbanisation in China and the structural changes in
market demand, the real estate market in China will undergo a long period of ongoing integration. Benefiting from
the release in demand for residential properties for living improvement in first-tier cities and the increasing demand
for commercial and business space in China, the high-end residential, high-end office building and high-end hotel
segments that the Company specialises in will see tremendous growth potentials in the new round of industry
growth cycle.
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Looking into the second half of the year and the future, the Company will adhere to its stated development
strategies and strive to maintain its high-end positioning and premium branding. In addition, with the focus on
urban complexes and high-end residential properties, the Group will actively expand its business in first-tier cities and
second-tier regional core cities and the national scenic spots. Through its two-wheel driven strategy of both “property
sales and holdings”, the Group strives to achieve “fast growth” and “sustainable development”, with a view to
becoming the leading high-end commercial property developer and operator in China.

On behalf of the Board, | would like to take this opportunity to express my sincere gratitude to all the Company’s
customers, business partners, shareholders and staff, and hope we can continue to win your invaluable support. We

will continue our innovation efforts and active pursuits to achieve even more splendid results for the Group with a
view to maximising the returns for all our shareholders.

LUO Dongjiang
Chairman

Hong Kong, 23 August 2012
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MARKET REVIEW

From the macroeconomic perspective, the economy of China was
sailing smoothly in general with steady advancement during the first
half of 2012. GDP was up by 7.8% as compared with that in the
same period of last year, whereas total fixed asset investment in China
grew by 20.4% as compared with that in the same period of last year.
In particular, the real estate development investment saw a growth
of 16.6% as compared with that in the same period of last year.
Total retail sales amount of consumer goods increased by 14.4% as
compared with that in the same period of last year.

With respect to the real estate industry, as the austerity measures
on purchase restrictions and price limits remained tense and the
impacts of tightening monetary policies were not notably reduced,
the Real Estate Climate Index continued to fall during the first half of
2012. In June 2012, the Real Estate Climate Index dropped to 94.71,
4.18 points lower than that at the beginning of the year. As the
government’s austerity measures on the real estate market began to
take positive effect, the overly rapid increase in property prices in the
prior period was effectively contained and the month-on-month rise in
the property prices for most cities continued to slow down. However,
residential property market in first-tier cities remained stable. The
positive long-term prospect of the property market did not show any
significant changes. Growth parameters such as real estate investment
amount and area under construction continued to grow.

From the perspective of the regional office buildings market,
despite the lack of recovery momentum in global economy and the
slowdown in China’s economic growth, multi-national companies and
domestic enterprises continued to maintain a substantial demand
for commercial office buildings in first-tier cities, which helped
drive the strong growth in the office leasing market in international
metropolitan cities such as Beijing and Shanghai. As the rentals for
grade A office buildings continued to soar and the vacant office space
continued to diminish in high-end business districts such as Beijing
Financial Street, CBD and Lujiazui, Pudong, Shanghai, some of the
projects have achieved an occupancy rate of 100%. It is expected that
new forms of office buildings such as single corporate independent
office buildings, headquarter bases and low-carbon green office
buildings will account for a significant portion of the market share
to satisfy the requirements from the economic structure upgrade and
transformation.

In view of the regional hotel market, given the lack of momentum
in global economic recovery and the slowdown in China’s economic
growth, demand from global business activities and domestic and
overseas tourism markets decreased. The hotel industry faced an
unfavourable market condition in China. At the same time, with
the surging supply of hotel rooms, the hotel markets in Beijing,
Shanghai, Shenzhen and Sanya were also in face of increasingly fierce
competition.
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BUSINESS REVIEW

Overview

During the period under review, the Group had been successful in
both business operation and resource exploration.

Site B of Shanghai Port International Cruise Terminal Project completed
the delivery of the remaining units and revenue recognition, and
became a significant driver of the Group’s overall profit contribution
for the first half of the year. During the period, sale of Shanghai
Dongtan Jin Mao Noble Manor Project went well and a portion of
revenue generated from the sale was recognised, which became a
key source of profit for the Group. Sales of Shanghai International
Shipping Service Center Project, Beijing Guangqu Jin Mao Palace
Project and Changsha Meixi Lake Project also progressed well,
providing reliable support to the future performance of the Company.
Meanwhile, the hotel segment performed well and continued to
maintain its leading position in peer competition. All investment
properties maintained a relatively high occupancy rate and rental
level with continuous growth in results performance, which in turn
contributed to the steady coordinated development of the three major
business segments.

On 27 January 2012, the Group entered into an agreement with
the Land and Resources Bureau of Lijiang City, Gucheng Branch to
acquire a 200-mu land parcel in Gucheng District. The land parcel
is located in the Beam River area where Lijiang’s high-end hotels
and resort properties are gathered. Adjacent to the Group's former
500-mu Heritage Park to the north, it is the only access to Yulong
Snow Mountain’s 5A level scenic spot.

On 25 April 2012, the Group entered into a cooperation agreement
with LongHigh Group with respect to the cooperation on the
primary development of the land in Yacheng Town, Sanya City. The
cooperation further enhanced the Group's property development
business in prime locations in the core cities of China, such as Sanya.

On 15 June 2012, the Group successfully acquired the land parcel in
Meixi Lake International Plaza. The land parcel is located in the core
area on the north bank of Meixi Lake International New City, with
a planned total gross floor area of over 370,000 square metres. The
Group aims to develop the land parcel into a high-end large-scale city
complex consisting of 5-star hotels, shopping malls, office buildings
and residence.
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During the period under review, the Group achieved satisfactory
results from the sales of the property development projects while
the construction progress of the projects under development was on
schedule.

Site B of Shanghai Port International Cruise Terminal Project
(situated on the west bank of the Huangpu River, North Bund of
Hongkou District) has been completed. The Group delivered the
remaining units and recognised revenue generated from these units
during the period under review. In particular, the Group held the
portion above ground of Building No.11 of Shanghai Port International
Cruise Terminal Project. By now, all 11 office buildings in the project
have been delivered. Pursuant to the contractual arrangement,
the Group is entitled to 50% interests in Site B of Shanghai Port
International Cruise Terminal Project.

Shanghai International Shipping Service Center Project (situated
on the west bank of the Huangpu River, North Bund of Hongkou
District), being a key project of Shanghai City, is currently under
development. The project has been considered as a key integral part
of the urban growth strategies in Shanghai. The entire project is
composed of the eastern, central and western sites. It is expected
that, after the consolidated development, the project will have a total
gross floor area of approximately 530,933 square metres. At present,
roof sealing of all buildings in the western site of the project has been
completed, meanwhile the construction of the central and eastern
sites progresses well. In the meantime, the Group is active in exploring
market. The Group has secured contracts with respect to some of the
buildings in the western site and is in active negotiation with potential
buyers with respect to the remaining buildings. The Group currently
owns 50% interests in Shanghai International Shipping Service Center
Project.

Shanghai Dongtan Jin Mao Noble Manor Project (situated in
Chenjia Town, Chongming Island, Shanghai) is currently under
development and will be developed into a high-end integrated
recreational, sports and resort centre along the riverbank, comprising
clubhouses, low-density residential properties, hotels and serviced
apartments. It is expected that the project will have a total gross floor
area of 172,628 square metres. Currently, the construction of the
villas in the project has been completed and the villas are ready for
delivery. The serviced apartments are undergoing interior decoration.
Construction of hotels is also carried on at full scale. During the
period under review, sales of the project were satisfactory, maintaining
its leading position amongst its peers in Dongtan in terms of contract
sales. The Group owns 100% interests in Shanghai Dongtan Jin Mao
Noble Manor Project.
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BUSINESS REVIEW (Continued)

Property development segment (Continued)

Beijing Guangqu Jin Mao Palace Project (situated at the inner
side of East Fourth Ring Road in Chaoyang District, Beijing) is under
development and will be developed into a high-end residential
complex, consisting of high-end residential properties, high-end
commercial areas, sports parks and renowned elementary schools. It
will represent a metropolitan landmark with a hybrid of humanities,
recreational, educational and fashionable elements. The project has
an estimated total gross floor area of 366,302 square metres. During
the period under review, phase Ill of the project has opened for sale
and received overwhelming positive responses, ranking No.2 in the
residential market in Beijing for the first half of the year in terms of
overall contract sales. In August, phase IV of the project achieved
remarkable sales performance. Meanwhile, construction of the project
progressed well. It is expected that some buildings will be delivered in
refined decoration during the year. The Group owns 100% interests in
Beijing Guangqu Jin Mao Palace Project.

Lijiang Jin Mao Snow Mountain Whisper Project (situated at
the former site of World Heritage Park in the Ancient Town of
Lijiang, Yunnan) is under development and will be developed into an
integrated commercial project, which consists of at least one 5-star
resort hotel, and aims to combine the Naxi culture with international
design concepts, building the most characteristic high-end resort hotel
and low-density residential properties in China. The estimated total
gross floor area is approximately 282,943 square metres. Currently,
the Group is actively conducting preliminary sales promotion of the
project and has received positive market responses. The project is
under full construction and all construction works are conducted on
schedule. The Group owns 100% interests in Lijiang Jin Mao Snow
Mountain Whisper Project.

Lijiang Snow Mountain Jin Mao Noble Manor Project (situated
at Ganhaizi in Lijiang Yulong Snow Mountain, Yunnan) is under
development and will be developed into a 5-star luxury hotel and
low-density residential properties targeting at high-end tourists
both locally and abroad, with an estimated total gross floor area of
approximately 39,496 square metres. During the period under review,
the initial planning and design works for the project were underway.
The entire project will be under phased development and launched to
the market step by step. At present, the Group owns 100% interests
in Lijiang Snow Mountain Jin Mao Noble Manor Project.
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BUSINESS REVIEW (Continued)

Property development segment (Continued)

Qingdao Lanhai Xingang City Project (situated at Zhongdaozutuan
(Ff B # M), west coast of the town area, Qingdao) is under
development and targets at building itself as a harmonious living
complex on the bund. In adherence to the principle of high-end
property development, coupled with the green strategy, the Group
aims to create a new and glorious chapter for “Jin Mao” brand. The
project has an estimated gross floor area of 524,374 square metres.
Currently, the project is under full construction and all construction
works are conducted on schedule. At the same time, phase | of
the project is doing well in securing customers, meanwhile tenant
recruitment for commercial units has been kicked off as scheduled.
The Group owns 100% interests in the 200-mu southern site of
Qingdao Lanhai Xingang City Project.

Changsha Meixi Lake Project (situated at the core region of
Dahexi Pilot Zone, Changsha City, Hunan Province) is under
development. The project has an aggregate land area of 11,452
mu and is only 6 kilometres away from the city centre in Changsha.
Featuring concepts of ecology, energy conservation, innovation and
technology, the project is designed as the most competitive high-
end international commercial and innovation centre, as well as an
ecological new residential town with scenic landscape in the central
region. The Group endeavours to develop the project into a “two-
type community” model district in central China. The Group will be
in charge of land requisition, compensation and resettlement, all
preliminary municipal infrastructure and urban public facilities, and
other related subsequent developments within the land area of the
project. During the period under review, construction of the project
progressed smoothly and the preparation for launching the land plots
into market was well underway. The Group owns 80% interests in
Changsha Meixi Lake Project.

Chongqging Vocational Technology Institute Project (opposite
to Olympic Centre in Jiulongpo District, Chongging City) is under
development and will be developed into a mid-to-high-end “quick
sales” residential project. The Group applies the concept of “green,
technological and ecological living” and its skills accumulated over
the years into the development of the project. The project has an
estimated gross floor area of 500,644 square metres. Currently, the
Group has commenced construction of the project. The Group owns
100% interests in Chongging Vocational Technology Institute Project.
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BUSINESS REVIEW (Continued)

Property development segment (Continued)

Beijing Laiguangying Project (located in North Fifth Ring Road,
Beijing and adjacent to Wangjing area) is under development and
will be developed into a high-end residential project. The Group
will apply the concepts of greening, ecology and technology as well
as technological skills into the project development, and introduce
quality education resources. It is another key project of the Group
following Beijing Guangqu Jin Mao Palace Project which promotes the
strategic development of Beijing, Tianjin and Hebei. The project has
an estimated gross floor area of 395,831 square metres. Currently, the
Group has commenced construction of the project. The Group owns
51% interests in Beijing Laiguangying Project.

Jin Mao Meixi Lake Project (located in Meixi Lake area, Changsha)
is under development. It is positioned as the international lakefront
model demonstration district in Changsha, consisting of a multi-
faceted range of residential properties from small high-rise buildings,
large-floor buildings to townhouses. It offers great access to main
transportation routes in Changsha such as West Second Ring Road
and Jinxing Road as well as Metro Line No.2. It is expected to have
a total gross floor area of approximately 515,077 square metres.
During the period under review, the project progressed well and all
construction works were conducted on schedule. It is expected that
the Group will commence presales of some units during the year. The
Group owns 100% interests in Jin Mao Meixi Lake Project.

Property leasing segment

The three properties under the property leasing segment of the Group
continued to maintain a relatively high level of occupancy rate and
rental level as compared with other similar properties, mainly due to
their excellent quality, prime geographical location and high-quality
property management services.

Within the financial district of Beijing and situated on Fuxingmen
Nei Street, Beijing Chemsunny World Trade Centre is widely
recognised by the clients throughout the market due to its prime
location and ideal quality, and hence appealing to both renowned
domestic and foreign enterprises, which results in a continuous high
level of occupancy rate and rental level. As at 30 June 2012, the
occupancy rate of Beijing Chemsunny World Trade Centre was 99.2%
(30 June 2011: 100%). The primary tenants are Sinochem Group and
its related companies, and some other eminent companies in finance
and consulting industries. Currently, the Group owns 100% interests
in Beijing Chemsunny World Trade Centre.
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BUSINESS REVIEW (Continued)

Property leasing segment (Continued)

Situated on Fuxingmen Wai Street, within the business circle of Beijing
Financial Street, Sinochem Tower is an office building supported by
intelligent office facilities and personalised services. During the period
under review, by continuously enhancing the quality of facilities and
services, the Group not only effectively increased the rental level but
also maintained a high level of the occupancy rate. As at 30 June
2012, the occupancy rate of Sinochem Tower was 100% (30 June
2011: 100%). The principal tenants are eminent enterprises in finance,
software, and consulting industries and the related companies of the
Group. Currently, the Group owns 100% interests in Sinochem Tower.

Situated in the Lujiazui Finance and Trade Zone of Pudong, Shanghai,
Jin Mao Tower is one of China’s landmark buildings and has become
one of the most preferred locations with superior service standards
for domestic and overseas well-known institutions for their offices in
Shanghai. Despite that various new office buildings were successively
launched in the region and the competition has been fierce, with the
Group's continued efforts, the occupancy rate was way ahead of its
peers and the rental level rose significantly as compared with that in
the same period of last year. As at 30 June 2012, the occupancy rate
of Jin Mao Tower was 95.7% (30 June 2011: 96.9%). The primary
tenants are the Fortune 500 companies, Forbes 2000 companies and
the related companies of the Group. Currently, the Group owns 100%
interests in Jin Mao Tower.

Hotel operations segment

In the first half of the year, in face of the unfavourable market
conditions, the hotel operations segment of the Group continued
to enhance its operating efficiency and actively expanded external
markets, maintaining a leading position among its peers in the same
region.

Situated inside Jin Mao Tower, Grand Hyatt Shanghai actively
coped with challenges from the increasing supply of 5-star hotels
in Shanghai. It maintained its unique landmark advantages and
high standard of quality services and remained the leader in terms
of occupancy rate and average room rate among its competitors in
the region. The occupancy rate and room rate, though decreased
as compared with the same period of last year due to renovation of
some of the hotel rooms, continued to outperform its peers. As at
30 June 2012, the average occupancy rate and average room rate of
Grand Hyatt Shanghai were 58.9% and RMB1,730 respectively (30
June 2011: 60.5% and RMB1,780 respectively). Currently, the Group
owns 100% interests in Grand Hyatt Shanghai.
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BUSINESS REVIEW (Continued)

Hotel operations segment (Continued)

Situated at the enchanting Yalong Bay, Sanya, Hainan Province, the
Ritz-Carlton Sanya and the Hilton Sanya Resort & Spa of the
Group actively adjusted their marketing strategies and pricing policies
in face of the drastic decrease in market demand in Hainan Province,
and maintained their leading positions in Yalong Bay. Despite that the
occupancy rate of the two hotels decreased during the period under
review, the average room rate of the Ritz-Carlton Sanya increased
substantially as compared with that in the same period of last year,
whereas the average room rate of the Hilton Sanya Resort & Spa
remained relatively stable as compared with that in the same period
of last year. Accordingly, both hotels maintained a relatively high level
of results performance. As at 30 June 2012, the average occupancy
rate and average room rate of the Ritz-Carlton, Sanya were 61.8%
and RMB3,652 respectively (30 June 2011: 84.2% and RMB2,710
respectively) while the average occupancy rate and average room
rate of the Hilton Sanya Resort & Spa were 61.8% and RMB2,153
respectively (30 June 2011: 72.0% and RMB2,176 respectively).
Currently, the Group owns 100% interests in the Ritz-Carlton Sanya and
100% interests in the Hilton Sanya Resort & Spa.

Situated at Yansha Business Circle, Chaoyang District, Beijing, Westin
Beijing, Chaoyang achieved a relatively substantial growth in both
average occupancy rate and average room rate for the first half of
2012 as compared with those in the corresponding period of last
year. Since the inception of its operation, the hotel gained continued
support from its stable and quality customers and government
authorities by taking advantage of its product strength and favourable
geographical location. Leveraging on the flexible pricing strategies
and gradually enlarged market share, the hotel is currently among the
best-performing hotels in the peer competition in the region. As at
30 June 2012, the average occupancy rate and average room rate of
Westin Beijing, Chaoyang were 75.0% and RMB1,627 respectively (30
June 2011: 73.4% and RMB1,386 respectively). Currently, the Group
owns 100% interests in Westin Beijing, Chaoyang.

Situated on Wangfujing Avenue in Beijing, Wangfujing Grand
Hotel has attracted a large number of tourists due to its convenient
location. In order to further enhance the quality of the hotel, during
the period under review, the Group kicked off the complete revamp
on Wangfujing Grand Hotel. After the revamp, the hotel will adhere
to the Group’s principle of high-end hotel operations to realise long-
term gains and brand value uplifting. Currently, the Group owns
100% interests in Wangfujing Grand Hotel.
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BUSINESS REVIEW (Continued)

Hotel operations segment (Continued)

Located in Futian District, Shenzhen, JW Marriott Shenzhen
made huge progress both in the agreement market and travel
agency market through optimising the marketing team to actively
expand the market share. The business tour operation also achieved
satisfactory performance. As at 30 June 2012, the average occupancy
rate and average room rate of JW Marriott Shenzhen were 70.1%
and RMB1,027 respectively (30 June 2011: 72.7% and RMB949
respectively). Currently, the Group owns 100% interests in JW
Marriott Shenzhen.

Reserved projects

On 25 April 2012, the Group entered into a cooperation
agreement with LongHigh Group with respect to the primary land
development project in Yacheng Town, Sanya City, with an
aim to acquire the primary development right of the 1,500-mu land
parcel in Yazhouwan, Sanya City. The land parcel, which is situated
in a favourable geographical location with rich natural resources and
beautiful landscape, is the only remaining prime site in Sanya with
a waterfront view. The project is generally positioned as the “state
cultural waterfront” core area and will become the pioneer project
regarding the new lifestyle and the new way of travel in Sanya City.
In the meantime, the long-term cooperation with LongHigh Group
and Sanya Municipal Government allows the Company to gain further
foothold in Sanya, and provides the Company with the opportunity to
participate in the secondary development of the land parcel and other
projects in Sanya.

The land parcel of Meixi Lake International Plaza Project is located
at the core region on the north bank of Meixi Lake International New
City adjacent to a metro station, enjoying a favourable geographical
location. Occupying a total gross floor area of more than 370,000
square metres, the project is designed to be a high-end large-scale city
complex consisting of 5-star hotels, shopping malls, office buildings
and residence and will become a landmark building in Dahexi Pilot
Zone, Changsha. In adherence to the historical mission of high-
end commerce in Dahexi Pilot Zone, Changsha, the city complex will
further consolidate the position of Meixi Lake as the city centre in the
future by capitalising on the eastern culture, magnificent scenic views
and cutting edge trends.
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FUTURE OUTLOOK

In the first half of 2012, the macro economic growth of China saw
a slowdown and the monetary policies gradually changed from
“prudent” to “moderate easing”. However, the government’s
austerity measures that “support and contain” the real estate industry
remained unchanged, and core policies such as purchase restrictions
and loan restrictions continued to be the untouchable bottomline.
Under the backdrop of such macro control environment, despite that
transaction of commercial properties regained some momentum and
some of the property prices saw some support, the overall real estate
environment remained severe and cautious.

For a medium-to-long term, the Group holds the view that, with the
progress of urbanisation in China, there will be no change in the
rigid demand for residential housing, which is a driving force for the
sustainable growth of the property market. Also, as one of the key
industries supporting the domestic economy, the development of the
real estate sector is closely related to the growth rate of the domestic
economy, thereby directly affecting the pace of growth in the overall
China’s economy. As such, we remain prudent but optimistic about
the future development of the property market. Besides, riding on
China’s booming economy and recovery of the global economy,
there are huge growth potentials in the investments in commercial
properties targeting at the office buildings, commercial retailing and
complex buildings in China, presenting golden opportunities.

In upholding its prudent principle of investment, the Group will, on
the one hand continue to penetrate into first-tier cities such as Beijing
and Shanghai, on the other hand keep a watchful eye on high-quality
land parcels in core and potential second-tier cities and identify
merger and acquisition opportunities so as to enrich the land bank
and lay a foundation for a stable and sustainable development of the
Company in the future. With respect to the property development,
the Group will actively promote the construction progress of such
projects provided that the quality and safety of construction are
ensured. Besides, the Group will adopt flexible and diversified sales
measures to enhance marketing efforts and accelerate receipt of sales
proceeds for properties sold. In the meanwhile, the Group will also
enhance the quality of operation and customers’ satisfaction for all
leased properties. On the hotel operations segment, the Group will
flexibly adjust the operating strategies and marketing measures with
an aim to increase the quality of service and stabilise the occupancy
rate by capitalising on the favourable external condition, and finally
achieve a substantial growth in results.

The Group will continue its endeavours to create higher value and
return for its shareholders and create more wealth for society.
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FINANCIAL REVIEW

l. Revenue

For the six months ended 30 June 2012, revenue of the Group
amounted to HK$3,618.3 million (six months ended 30 June
2011: HK$1,847.7 million), representing an increase of 96% as
compared with the corresponding period of last year, which was
mainly attributable to the increase in the revenue from the sales of
properties.

Revenue by business segment

HZE6H30RA EAEA
For the six months ended 30 June
20124 20114
2012 2011
HBEWAZ B AZ
BaL Bkt
(%) (%) #EHEH
(FR#EF”Z)  Percentage  (GREEEZ)  Percentage (%)
(Unaudited) of the total  (Unaudited)  of the total Percentage
BEEHET revenue BEEHET revenue change
HK$ million (%) HK$ million (%) (%)
L E ks Property development 1,753.1 49 6.7 0 26,066
YERE Property leasing 546.8 15 492 .1 27 11
S A Hotel operations 1,063.4 29 1,084.4 59 )
Hih Others 255.0 7 264.5 14 -4
B Total 3,618.3 100 1,847.7 100 96

2012F ¥ F - REEMEHERANEE
1753188 REFRAPKNE LA -
FERAERANER FFRBMN RERK
AMESTERL  MEASRAR TR
BREI11%  TE2RELEAMERSKENIR
T BELERAR EFRBTMR2% - T
REZRETFHOTEERE  EMRAEE
BIESEANESSEELE WEERE EF
HESHWEMRBEKNRA - 8 - F R
FEN

In the first half of 2012, revenue from property sales of the Group
was approximately HK$1,753.1 million, representing a substantial
increase as compared with the corresponding period of last year,
which was mainly attributable to the relatively less revenue from
properties delivered and recognised in the corresponding period of
last year. Revenue from property leasing grew by 11% as compared
with that of the corresponding period of last year, primarily due to
the increase in rental level of property leasing segment. Revenue
from hotel operations decreased by 2% as compared with that of the
corresponding period of last year, which was primarily attributable to
the unfavourable market environment. Revenue from others (primarily
including the property-related revenues arising from the observation
deck on the 88th floor of Jin Mao Tower, property management and
building decoration) decreased slightly as compared with that in the
corresponding period of last year.
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FINANCIAL REVIEW (Continued)

1. Cost of sales and gross profit margin

For the six months ended 30 June 2012, cost of sales of the Group
was approximately HK$1,604.3 million (for the six months ended 30
June 2011: HK$732.3 million) and the overall gross profit margin of
the Group slightly decreased from 60% in the first half of 2011 to
56% in the first half of 2012.

During the first half of the year, the gross profit margin of property
development was 49% (corresponding period of last year: 57%).
During the period, the occupancy rate and rental level of the property
leasing segment increased, with the gross profit margin maintaining
at the high level of 92% (corresponding period of last year: 91%).
The gross profit margin of hotel operations was 56% (corresponding
period of last year: 57%), which was substantially the same as last
year.

Ill.  Other income and gains

For the six months ended 30 June 2012, other income and gains
of the Group decreased by 29% from HK$2,128.7 million in the
corresponding period of last year to approximately HK$1,512.3
million. The decrease was mainly due to the Group’s investment gains
of HK$1,137.5 million in the corresponding period of last year and no
such gains were recorded during the period. The fair value gains on
investment properties arising from the investment properties held by
the Group amounted to HK$1,347.8 million, which increased by 71%
from HK$786.0 million in the corresponding period of 2011.

IV.  Selling and marketing expenses

For the six months ended 30 June 2012, selling and marketing
expenses of the Group amounted to HK$120.4 million, basically the
same as HK$122.8 million in the corresponding period of last year.
Selling and marketing expenses comprise primarily the advertising
expenses, commissions paid to the relevant sales agencies and other
expenses in relation to market promotion incurred in the Group’s daily
operations.
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FINANCIAL REVIEW (Continued)

V. Administrative expenses

For the six months ended 30 June 2012, administrative expenses of
the Group amounted to HK$431.1 million, representing an increase of
24% from HK$346.6 million in the corresponding period of last year.
The increase was mainly attributable to the expansion of the Group’s
size and the increase in general office expenses. Administrative
expenses mainly comprise staff costs, consulting fees, entertainment
expenses, general office expenses and depreciation expenses.

VI. Finance costs

For the six months ended 30 June 2012, finance costs of the Group
were HK$486.9 million, representing an increase of 9% from
HK$448.5 million in the corresponding period of last year. The
increase in finance costs was mainly attributable to the increase in
loans and the increase in the lending rate in the first half of the year.

VII. Income tax expense

For the six months ended 30 June 2012, the Group had an income
tax expense of HK$680.5 million, representing an increase of 11%
from HK$612.3 million in the corresponding period of last year. The
increase in income tax expense was primarily due to the increase in
land appreciation tax resulting from the increase in revenue from the
sales of properties in the first half of the year.

VIIl. Profit attributable to owners of the parent

For the six months ended 30 June 2012, profit attributable to
owners of the parent amounted to HK$1,603.4 million, representing
a decrease of 2% as compared with HK$1,640.4 million in the
corresponding period of 2011, of which, net profit after tax arising
from fair value change of investment properties of the Group
amounted to approximately HK$1,010.9 million.

IX. Investment properties

As at 30 June 2012, investment properties comprise the Central and
West Towers and some floors in the East Tower of Beijing Chemsunny
World Trade Centre, Jin Mao Tower (the leased portion), Sinochem
Tower and the clubhouse of Zhuhai Every Garden Project. Investment
properties increased from HK$14,889.7 million as at 31 December
2011 to HK$16,199.5 million as at 30 June 2012. The increase was
mainly due to the appreciation of investment properties.
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FINANCIAL REVIEW (Continued)

X. Properties under development

As at 30 June 2012, the non-current portion of properties under
development comprised property development costs for Beijing
Guangqu Jin Mao Palace Project, Shanghai International Shipping
Service Center Project, Qingdao Lanhai Xingang City Project,
Chongging Vocational Technology Institute Project, Beijing
Laiguangying Project, Lijiang Snow Mountain Jin Mao Noble Manor
Project, Lijiang Jin Mao Snow Mountain Whisper Project and
Changsha Meixi Lake Project (secondary development), whereas
the current portion of properties under development was property
development costs for Shanghai Dongtan Jin Mao Noble Manor
Project, Beijing Guangqu Jin Mao Palace Project and a portion of
Shanghai International Shipping Service Center Project.

Properties under development (including current and non-current)
increased from HK$18,874.4 million as at 31 December 2011 to
HK$24,895.7 million as at 30 June 2012. The increase was mainly
driven by the steady development of Beijing Guangqu Jin Mao Palace
Project, Shanghai International Shipping Service Center Project,
Qingdao Lanhai Xingang City Project, Lijiang Snow Mountain Jin
Mao Noble Manor Project, Lijiang Jin Mao Snow Mountain Whisper
Project, Chongqing Vocational Technology Institute Project and Beijing
Laiguangying Project.

XIl.  Properties held for sale

As at 30 June 2012, properties held for sale mainly included the
unsold portion of parking spaces of Zhuhai Every Garden Project,
unsold portion of parking spaces of the Beijing Chemsunny World
Trade Centre and Shanghai Dongtan Jin Mao Noble Manor Project.

As at 30 June 2012, properties held for sale was HK$823.3 million,
which was basically the same as HK$839.8 million as at 31 December
2011.

Xll. Land under development

As at 30 June 2012, land under development (including current and
non-current) included the land costs incurred in Changsha Meixi Lake
Project.
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FINANCIAL REVIEW (Continued)

XlIll. Trade receivables

As at 30 June 2012, trade receivables were HK$391.7 million,
representing an increase of 273% from HK$105.1 million as at 31
December 2011. The increase in trade receivables was primarily due
to the increase in receivables as a result of the sales of Site B of
Shanghai Port International Cruise Terminal Project.

XIV. Trade payables

As at 30 June 2012, trade payables were HK$1,365.7 million,
representing a decrease of 42% from HK$2,345.5 million as at 31
December 2011. The decrease was primarily due to the payment of
land and construction costs payable for Changsha Meixi Lake Project.

XV. Interest-bearing bank and other borrowings

As at 30 June 2012, interest-bearing bank and other borrowings
(including current and non-current) were HK$26,914.9 million,
representing an increase of 7% as compared with HK$25,199.4
million as at 31 December 2011. The increase in interest-bearing bank
and other borrowings was primarily due to the increase in external
loans used for new project development by the Group.

Analysis of interest-bearing bank and other borrowings

20125 20114
6A30H 12A31H BHASL
(REER) (EFER) (%)
As at As at
30 June 31 December Percentage
2012 2011 change
(Unaudited) (Audited) (%)
(BEBEERT) (B¥BEET
(HK$ million) (HK$ million)
FFBERITERAMEMER Interest-bearing bank and other
(B &RIERE) borrowings (including current
and non-current) 26,914.9 25,199.4 7
N - UAREBERTERGIRY Less: loans pledged by bank
g% deposits of the Group (204.1) (236.6) -14
NGB ITEREHREREZS Interest-bearing bank and other
FERITER L EMER borrowings after loans pledged
by bank deposits 26,710.8 24,962.8 7

FEWE(FER)BRAT —T——FhHRE



Bt B R ()

TA BERMBLE

AEFIRFEFRFEGEN L KM EER
BER  ZERFEBRUFARREARGT
o FERKEFBRTERMEMEREE
HBREMSREE  BREIERTES  BKF
AERRESNRESEEBMTE - AERE
B IERE 2R S HE AR SR 10 0 B A<F A B 5 3R A o
AEEEEABAENFESEFAEREARN
bt & o 72012966 A308 K2011412A31
HEFERRFAREERLEMAT

FINANCIAL REVIEW (Continued)

XVI. Gearing ratio

The Group monitors its capital on the basis of the net debt-to-
adjusted capital ratio. This ratio is calculated as net debt divided by
adjusted capital. Net debt is calculated as total interest-bearing bank
and other borrowings less other financial assets, restricted bank
balances, pledged deposits and cash and cash equivalents. Adjusted
capital comprises all components of equity as well as the amounts
due to related parties. The Group aims to maintain the net debt-to-
adjusted capital ratio at a reasonable level. The net debt-to-adjusted
capital ratio as at 30 June 2012 and 31 December 2011 were as
follows:

20125 20114F
6H30H 12A31H
(REEZ) (&%)
As at As at
30 June 31 December
2012 2011
(Unaudited) (Audited)
(B¥EET) (B¥BEET)
(HK$ million) (HK$ million)

T ERITERMEAE K Interest-bearing bank and other borrowings
(RB R IERED) (current and non-current) 26,914.9 25,199.4
Nk - WEMBEEEY Less: cash and cash equivalents (10,569.8) (12,223.6)
PR Hll 1 77 3R 2 SRR 3K restricted deposits and pledged deposits (395.3) (368.5)
HEMEmEE other financial assets (878.3) -
FE Net debt 15,071.5 12,607.3
ek ER Total equity 31,907.2 30,547.3
b0 FEATREES T FE Add: amount due to related parties 89.1 79.3
FAEEBEN Adjusted capital 31,996.3 30,626.6
FEHEFEREARLE Net debt-to-adjusted capital ratio 47% 41%
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FINANCIAL REVIEW (Continued)

XVII. Liquidity and capital resources

The Group primarily uses its cash to pay for capital expenditure,
construction costs, land costs (mainly for payment of land grant
fee and relocation costs), infrastructure costs, consulting fees paid
to architects and designers and finance costs, as well as to service
the Group’s indebtedness, repay amounts owing to and loans from
related parties, and fund working capital and normal recurring
expenses. The Group has financed its liquidity requirements primarily
through internal resources, bank and other loans, issue of perpetual
convertible securities, issue of senior notes and issue of new shares.

As at 30 June 2012, the Group had cash and cash equivalents of
HK$10,569.8 million, mainly denominated in RMB, HKD and USD (as
at 31 December 2011: HK$12,223.6 million).

As at 30 June 2012, the Group had total interest-bearing bank and
other borrowings of HK$26,914.9 million (as at 31 December 2011:
HK$25,199.4 million). An analysis of the interest-bearing bank and
other borrowings of the Group is set out as follows:

20125 20114

6H30H 12A31H

(REEXR) (&FEZ)

As at As at

30 June 31 December

2012 2011

(Unaudited) (Audited)

(B¥EER) (B¥BEET)

(HK$ million) (HK$ million)

—FR Within 1 year 9,292.5 6,028.0
FF In the second year 3,107.7 5,238.6
FZFZFRF  BEEEME In the third to fifth years, inclusive 5,253.8 3,640.1
AFLE Over five years 9,260.9 10,292.7
A&t Total 26,914.9 25,199.4

FFERITER M EMERLEE, 202558
TLAR—FNEE  WIRARBAEE - A
EBEAAERBRAARE RETFE - 72012
F6A308  AEBKRTSRITERREM
ERABEEES 392 1B TIREFEMN R B
oh o Hiprt BRITER R EME IR FBHF
KB NEEMERF R EERNNED
i3-72

Interest-bearing bank and other borrowings of approximately
HK$9,292.5 million were repayable within one year shown under
current liabilities. All of the Group’s borrowings are denominated
in RMB and USD. As at 30 June 2012, apart from interest-bearing
bank loans and other borrowings totalling approximately HK$5,392.1
million that bore interest at fixed rates, other interest-bearing bank
loans and other borrowings bore interest at floating rates. There is no
material seasonal effect on the Group’s borrowing requirements.
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FINANCIAL REVIEW (Continued)

XVII. Liquidity and capital resources (Continued)

As at 30 June 2012, the Group had banking facilities of HK$33,072.2
million denominated in RMB, HKD and USD. The amount of banking
facilities utilised was HK$22,136.1 million.

The Group’s net cash outflow of HK$1,523.0 million for the six
months ended 30 June 2012 consisted of:

1. A net cash outflow of HK$1,589.1 million from operating
activities, which was mainly attributable to the payment of land
costs, construction costs, marketing expenses, administrative
expenses, interests and taxes, and was partially offset by proceeds
derived from the sales of properties, property rental and revenue
from hotel operations.

2. A net cash outflow of HK$927.7 million from investing activities,
which was mainly attributable to the Group’s short-term
investments and the payment for purchase of fixed assets.

3. A net cash inflow of HK$993.8 million from financing activities,
which was mainly attributable to the increase of bank and other
borrowings of the Group, and was partially offset by repayments
of bank and other borrowings.

XVIII. Pledge of assets

As at 30 June 2012, the Group’s interest-bearing bank and other
borrowings were secured by the Group’s hotel properties and
buildings of HK$5,570.4 million, properties under development of
HK$5,662.2 million, properties held for sale of HK$148.1 million, land
use rights of HK$392.4 million, investment properties of HK$11,678.2
million and bank deposits of HK$217.7 million.
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FINANCIAL REVIEW (Continued)

XIX. Contingent liabilities

Details of the Group’s contingent liabilities as at 30 June 2012 are
set out in note 17 to the condensed consolidated interim financial
statements.

XX. Capital commitments

Details of the Group’s capital commitments as at 30 June 2012 are
set out in note 19 to the condensed consolidated interim financial
statements.

XXI. Market risk

The Group’s assets are predominantly in the form of land use rights,
land under development, properties under development, properties
held for sale and investment properties. In the event of a severe
downturn in the property market in Mainland China, these assets may
not be readily realised.

XXIl. Interest rate risk

The Group is exposed to interest rate risk resulting from fluctuations
in interest rates. The Group’s exposure to the risk of changes in
market interest rates relates primarily to the Group’s long term
debt obligations. Increase in interest rates will increase the interest
expenses relating to the Group’s outstanding floating rate borrowings
and increase the cost of new debt. Fluctuations in interest rates may
also lead to significant fluctuations in the fair value of the Group’s
debt obligations. The Group does not currently use any derivative
instruments to manage the interest rate risk.

XXIIl. Foreign exchange risk

Substantially all of the Group’s revenue and costs are denominated
in RMB. The Group reports its financial results in HKD. As a result,
the Group is exposed to the risk of fluctuations in foreign exchange
rates. The Group has not currently engaged in hedging to manage its
currency risk. To the extent the Group decides to do so in the future,
the Group cannot assure that any future hedging activities will protect
the Group from fluctuations in exchange rates.
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FINANCIAL REVIEW (Continued)

XXIV. Employees and remuneration policies

As at 30 June 2012, the Group employed 4,955 staff in total. The
Group provides competitive salaries and bonuses for its employees,
as well as other benefits, including retirement schemes, medical
insurance schemes, accident insurance schemes, unemployment
insurance schemes, maternity insurance schemes and housing
benefits. The Group’s salary levels are regularly reviewed against
market standards.

XXV. Share option scheme

On 22 November 2007, the Company adopted a share option scheme
(the “Scheme”), the purpose of which is to increase the commitment
of participants to the Company and encourage them to fulfill the
objectives of the Company. According to the terms of the Scheme,
the Board shall at its absolute discretion be entitled to grant to any
participant the right to subscribe a certain number of options at a
subscription price at any time within 10 years after the adoption date
of the Scheme. Participants, i.e. recipients of the options granted,
include any existing executive or non-executive directors of any
member of the Group, any senior management, key technical and
professional personnel, managers and employees of any member of
the Group, but do not include any independent non-executive director
of the Company. The number of shares to be issued at any time upon
exercise of all options granted under the Scheme and other share
option schemes of the Company shall not in aggregate exceed 10%
of the issued share capital of the Company at that time. Based on the
issued share capital of 9,161,489,489 shares of the Company in issue
at the date of this interim report, up to 916,148,948 shares may be
issued by the Company to participants under the Scheme.
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FINANCIAL REVIEW (Continued)

XXVI. Grant and exercise of options

On 5 May 2008, 5,550,000 share options were granted to eligible
participants at the exercise price of HK$3.37 for each share of the
Company to be allotted, which was the average closing price of
the shares of the Company on the Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) for the five consecutive trading days
immediately preceding the grant date in respect of such options. Such
options shall vest the earliest after two years from the date on which
the grantees are granted with the options.

On 30 April 2010, the Remuneration and Nomination Committee
of the Board of the Company approved the vesting of 40% of the
share options granted on 5 May 2008 by the Company according to
the Scheme, the performance review results of the grantees of share
options and the Explanation on the Fulfilment of Conditions of Share
Options of Franshion Properties for 2009 provided by the independent
professional advisor.

On 13 June 2011, the Remuneration and Nomination Committee of
the Board of the Company approved and confirmed the lapse and
cancellation of 30% of the share options granted on 5 May 2008 by
the Company from 5 May 2011 according to the Scheme and the
Explanation on the Fulfilment of Conditions of Share Options with
reference to the Results of Franshion Properties for 2010 provided by
the management of the Company, as the performance review results
for 2010 did not meet the target performance results.

On 17 May 2012, the Remuneration and Nomination Committee of
the Board of the Company approved and confirmed the lapse and
cancellation of 30% of the share options granted on 5 May 2008 by
the Company from 5 May 2012 according to the Scheme and the
Explanation on the Fulfilment of Conditions of Share Options with
reference to the Results of Franshion Properties for 2011 provided by
the management of the Company, as the performance review results
for 2011 did not meet the target performance results.
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FINANCIAL REVIEW (Continued)

XXVI. Grant and exercise of options (Continued)

During the period under review, no options were exercised under the
Scheme. The following share options were outstanding under the

HARITE R A Z HARE - Scheme during the six months ended 30 June 2012:
REHEHR
Number of share options
FLFARE
_BEEE  REDE Sk
20125 ) W2 RHBE 188 (A% 88 Bapdz
1A1R BREd  BArE BAEE BAXN 6A30E  HERE EERRA) suﬂéJll&rpr
osin
price of the
shares of the
Company
immediately
Exercise ~ Exercise  preceding
Grant period of  priceof the grant
Asat  Granted Exercised Cancelled  Lapsed As at dateof  share options share date of
REFA Name or category 1 January during during durina durina 30 June share (both dates  options share options
2 ER of grantee 2012 the period the period the period the perio 2012 options inclusive) (HKS) (HKS)
EZ Director
BES KA Mr. PAN Zhengyi et 146,236 - - - (146,236) - 05.05.2008  2012%5A5A% 337 336
201555448
05.05.2012 to
04.05.2015
TUEGA M) Mr. WANG Hongjun ™2 124,659 - - - (124,659 - 05.05.2008  2012%5A5A% 337 336
201555448
05.05.2012 to
04.05.2015
FERLT Ms. LI Xuehua 194,980 - - - - 194,980 05.05.2008  20105A58% 337 336
201585844
05.05.2010 to
04.05.2015
146,236 (146,236) - 05052008  2012F5A5HZ 337 336
201555748
05.05.2012 to
04.05.2015
ElERA Mr. HE Binwu 194,980 - - - - 194980 05052008  2010%5A5AZ 337 336
201555547
05.05.2010 to
04.05.2015
146,236 (146,236) - 05.05.2008  2012%5A5H% 337 336
201555548
05.05.2012 to
04.05.2015
TRLE M) Mr. JIANG Nan o3 168,610 - - - - 168610 05052008  2010F5A5AZ% 337 336
201555448
05.05.2010 o
04.05.2015
126,458 (126,458) - 05052008  201285A5AZ% 337 336
201555448
05.05.2012 to
04.05.2015
1,248,395 - - - (689,825 558,570
EBAst Employee in aggregate 733,573 - - - (29566) 704,007 05052008  2010%5A85A% 337 336
201555448
05.05.2010 to
04.05.2015
782,720 (782,720) - 05052008  201285A5AZ% 337 336
201555448
05.05.2012 to
04.05.2015
&t Total 2,764,688 - - - (1502,111) 1,262,577
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FINANCIAL REVIEW (Continued)

XXVI. Grant and exercise of options (Continued)

Note 1:

Note 2:

Note 3:

Mr. PAN Zhengyi resigned as a non-executive Director and the Chairman of the
Company and a member of the Remuneration and Nomination Committee and
the Investment Committee of the Company on 13 February 2009. The 40% of
the options granted to him vested on 5 May 2010 and lapsed on 4 November
2010 due to non-exercise. The 30% of the options granted to him lapsed and
were cancelled on 5 May 2011. The remaining 30% of the options granted to
him lapsed and were cancelled on 5 May 2012. All such options lapsed as at the
date of this report.

The term of Mr. WANG Hongjun as a Director of the Company and a member
of the Audit Committee expired at the annual general meeting held on 17 June
2011 and he retired as the Director of the Company. The 40% of the options
granted to him vested on 5 May 2010 and lapsed on 16 December 2011 due to
non-exercise. The 30% of the options granted to him lapsed and were cancelled
on 5 May 2011. The remaining 30% of the options granted to him lapsed and
were cancelled on 5 May 2012. All such options lapsed as at the date of this
report.

The term of Mr. JJANG Nan as a Director of the Company and a member of
the Strategy and Investment Committee expired at the annual general meeting
held on 17 June 2011 and he retired as the Director but remained as the Chief
Financial Officer of the Company. The 40% of the options granted to him vested
on 5 May 2010 and were still exercisable as at the date of this report. The 30%
of the options granted to him lapsed and were cancelled on 5 May 2011. The
remaining 30% of the options granted to him lapsed and were cancelled on 5
May 2012.
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FINANCIAL REVIEW (Continued)

XXVII. Material acquisitions and disposals

On 25 April 2012, the Company entered into a cooperation
agreement with LongHigh Group in relation to the joint development
of a parcel of land with a site area of 1,500 mu located on the
bank of Yanzao River of Yacheng Town, Sanya, Hainan Province,
China. In this connection, the Company, LongHigh Group and Sanya
Yazhouwan Economic Development Company Limited (the “Project
Company”) entered into a capital injection agreement on 25 April
2012, pursuant to which the Company shall inject a sum of RMB150
million to the Project Company as consideration for the acquisition
of 51% of the equity interest in the Project Company. Following
completion of the capital injection, the Project Company will become
a non-wholly owned subsidiary of the Company. According to certain
prior arrangements between LongHigh Group and Sanya Municipal
Government, the Project Company is entitled to a portion of proceeds
from the sale of the land following completion of the primary land
development. In addition, the Project Company has been actively
negotiating with Sanya Municipal Government with respect to the
grant of an exclusive primary development right of the land pursuant
to the cooperation agreement. For details of this transaction, please
refer to the announcement titled “Announcement — Discloseable
Transaction in Relation to the Cooperation Agreement and Connected
Transaction in Relation to the LongHigh Loans” published by the
Company on 25 April 2012.

XXVIIIl. Unaudited interim results

The Board is pleased to present the unaudited condensed consolidated
interim results of the Group for the six months ended 30 June 2012
together with comparative figures as follows.

The Company’s auditor, Ernst & Young has reviewed the condensed
consolidated interim results of the Group for the six months ended 30
June 2012, and issued relevant review report, the details of which are
set out from pages 34 to 59 of this interim report.
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Ernst & Young
22/F CITIC Tower

1 Tim Mei Avenue
Central, Hong Kong

Tel: +852 2846 9888

Rk BRI
ERPRAZEIR
REARE221E

EFE: +852 2846 9888
{SE: +852 2868 4432

Fax: +852 2868 4432
www.ey.com

To the board of directors of Franshion Properties (China) Limited
(Incorporated in Hong Kong with limited liability)

We have reviewed the interim financial information set out on pages
34 to 59, which comprises the condensed consolidated statement
of financial position of Franshion Properties (China) Limited as at
30 June 2012, and the related condensed consolidated income
statement, condensed consolidated statement of comprehensive
income, condensed consolidated statement of changes in equity and
condensed consolidated statement of cash flows for the six-month
period then ended, and explanatory information. The Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited
require the preparation of a report on interim financial information to
be in compliance with the relevant provisions thereof and Hong Kong
Accounting Standard 34 Interim Financial Reporting ("HKAS 34")
issued by the Hong Kong Institute of Certified Public Accountants.

The directors are responsible for the preparation and presentation
of this interim financial information in accordance with HKAS 34.
Our responsibility is to express a conclusion on this interim financial
information based on our review. Our report is made solely to you, as
a body, in accordance with our agreed terms of engagement, and for
no other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

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

FEWE(RE)ERAR —F— —FhEERE



RIBRMNER  HAILEER T ERRE
BPBEETHMBERREEMBEERTE
BREBEHEEARNRERE -

RKEFAERR
HEE A
)

201248 H23H

Based on our review, nothing has come to our attention that causes
us to believe that the interim financial information is not prepared, in
all material respects, in accordance with HKAS 34.

Ernst & Young
Certified Public Accountants
Hong Kong

23 August 2012
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CONDENSED CONSOLIDATED INCOME STATEMENT

HZE20129F6 4306 1L/~ A A

For the six months ended 30 June 2012

HZE6HA308IENEA
For the six months ended 30 June
i3 20124 20114
(REFEZR) (REET|Z)
BET T BEET T
Notes 2012 2011
(Unaudited) (Unaudited)
HK$'000 HK$'000
WA REVENUE 3 3,618,321 1,847,707
SHE R A Cost of sales (1,604,275) (732,284)
EF Gross profit 2,014,046 1,115,423
H WA F = Other income and gains 4 1,512,289 2,128,744
HEMSHEY Selling and marketing expenses (120,363) (122,838)
EEEA Administrative expenses (431,140) (346,568)
HiBA Other expenses (558) (1,114)
& R AN Finance costs 5 (486,911) (448,531)
DMEE &R EFE Share of profits of joint ventures 1,301 1,878
A1 8 PROFIT BEFORE TAX 6 2,488,664 2,326,994
5t & B Income tax expense 7 (680,508) (612,322)
2 57 7 7 PROFIT FOR THE PERIOD 1,808,156 1,714,672
THEEE S - Attributable to:
ISTNGI=v=E= Owners of the parent 1,603,387 1,640,445
FE 12 il HE 25 Non-controlling interests 204,769 74,227
1,808,156 1,714,672
sl Bl
HK cents HK cents
BATEEREREEA EARNINGS PER SHARE ATTRIBUTABLE
EBheR2F TO ORDINARY EQUITY HOLDERS
OF THE PARENT 9
BN Basic 17.50 17.91
e Diluted 14.84 15.18
34 FRGE(RE)ERAT T RS
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

HZE20124E6 A30H 1L/~ A For the six months ended 30 June 2012

HZE=6A30R1EEA
For the six months ended 30 June
Ftat 20124 20114
(REEZ) (REgEZ)
BET T ST T
Note 2012 2011
(Unaudited) (Unaudited)
HK$’000 HK$'000
A HA R PROFIT FOR THE PERIOD 1,808,156 1,714,672
H 2wk, (&58) OTHER COMPREHENSIVE INCOME/(LOSS)
BEGINETEEER Exchange differences on translation of
&N =58 foreign operations (188,333) 606,613
EHOEABRAUTEE  Reclassification adjustments for gains
BPNLL S G included in condensed consolidated
By fa income statement in relation to:
FAREUH M de-registration of a subsidiary 4 - (3,972)
HETAR disposal of a subsidiary 4 = 4,634
AP EHMpEEWE OTHER COMPREHENSIVE INCOME/(LOSS)
(E18) - HBRBIE FOR THE PERIOD, NET OF TAX (188,333) 607,275
A ZHENEEEE TOTAL COMPREHENSIVE INCOME
FOR THE PERIOD 1,619,823 2,321,947
THIEMLES Attributable to:
BRRIFIEE Owners of the parent 1,441,506 2,162,481
FEPE GRS Non-controlling interests 178,317 159,466
1,619,823 2,321,947
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

20124 20114
7 6H30H 12A31H
(REEERZ) (&%)
BT T RHEFIT
30 June 31 December
Notes 2012 2011
(Unaudited) (Audited)
HK$'000 HK$'000
REBEE NON-CURRENT ASSETS
ME - R NMERE Property, plant and equipment 10 6,842,819 6,891,490
BRI Properties under development 16,134,957 11,844,096
LR A Land under development 11 9,057,083 9,222,684
REME Investment properties 16,199,463 14,889,712
BN A ERIE Prepaid land lease payments 1,680,815 1,714,549
EI A E Intangible assets 23,468 26,796
REL QAR E Investments in joint ventures 37,150 36,052
EEHRIBEE Deferred tax assets 243,290 178,052
EMEEELRE Total non-current assets 50,219,045 44,803,431
RBEE CURRENT ASSETS
BREPYE Properties under development 8,760,788 7,030,281
BEELEME Properties held for sale 823,313 839,806
R L Land under development 11 3,320,282 2,623,209
FE Inventories 30,050 32,117
JFE W B 5 BR X Trade receivables 12 391,685 105,113
TERFIAE - e A Prepayments, deposits and
H b fE U 3R other receivables 1,226,210 1,605,992
FE U R8s 5 FIE Due from related parties 19,434 21,461
SELRRRE Prepaid tax 280,167 117,503
B mEE Other financial assets 13 878,317 =
SR HIERTT 4564 Restricted bank balances 177,622 131,878
BEFER Pledged deposits 217,678 236,602
HEMELEEY Cash and cash equivalents 14 10,569,829 12,223,645
mEBNE EE AR Total current assets 26,695,375 24,967,607
FBEE CURRENT LIABILITIES
FER B SR Trade payables 15 1,365,714 2,345,492
HihEMFRIEFEEZIE  Other payables and accruals 12,675,196 8,231,852
STRRITERMEHMMET  Interest-bearing bank and other borrowings 16 9,292,539 6,028,004
FETREsE S 28 Due to related parties 89,093 79,295
FET R I8 Tax payable 397,827 442,048
b 380 5 PR Provision for land appreciation tax 405,339 483,717
FEfTRR B Dividends payable 366,460 -
mENBERRE Total current liabilities 24,592,168 17,610,408
REEETFHE NET CURRENT ASSETS 2,103,207 7,357,199
HEERARBAEE TOTAL ASSETS LESS CURRENT LIABILITIES 52,322,252 52,160,630
FEWE(PE)GRAT —T— —FhERS



20124 20114
HiaE 6H30H 12A31H
(REEERZ) (& 2&5%)
BET T RHEFIT
30 June 31 December
Note 2012 2011
(Unaudited) (Audited)
HK$'000 HK$'000
BEERARBER TOTAL ASSETS LESS CURRENT LIABILITIES 52,322,252 52,160,630
kREBEE NON-CURRENT LIABILITIES
HERITERFEMBES  Interest-bearing bank and other borrowings 16 17,622,319 19,171,380
EEHIBEAE Deferred tax liabilities 2,792,723 2,441,995
FRBEEAE Total non-current liabilities 20,415,042 21,613,375
FEE Net assets 31,907,210 30,547,255
s EQUITY
BARFEERIEER Equity attributable to owners
of the parent
=BT A Issued capital 9,161,489 9,161,489
KAE AR IR RE 55 Perpetual convertible securities 4,588,000 4,588,000
EE Reserves 13,338,206 12,054,800
R AR EAAR B Proposed final dividends - 366,460
27,087,695 26,170,749
FEEFIE S Non-controlling interests 4,819,515 4,376,506
RSB Total equity 31,907,210 30,547,255
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

#Z=E201246 A30H 1E75fE A

For the six months ended 30 June 2012

BRAMEREL
Attributable to owners of the parent
KETR HEEE EE el Ed RIERH
BRfRE  REEER Ri#s ErRkE  EROR  EfEE  BERE  RBEE RS ke B FEGEE  BRAR
(xE28) (REER) (REER) (REFR) (REBR) (REER) (REER) (REER) (REER) (RESR) (RESQ) (RE®R) (REEH)
BETT BT BTn EMTn BMTR BMTr BRTn BRTn EETn BT BT #MTn EETn
PRC
Share  Perpetual statutory Assets Share  Exchange Proposed Non-
Issued  premium  convertible Capital surplus  revaluation option fluctuation  Retained final controlling Total
capital  account  securities  reserve  reserve  reserve  reserve  reserve profits  dividend Total interests equity
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)
HK$'000  HKS'000  HKS'000  HKS$'000  HKS'000  HKS'000  HKS'000  HKS'000  HK$'000  HKS'000  HKS'000  HKS'000  HKS'000
R01251A18 At 1 January 2012 9161489 6109789 4588000 (2180460) 581991 112,044 3410 309,121 4331905 366460 26170749 4376506 30,547,255
AHE Proftfor the period - - - - - - - - 160337 - 1603387 204769 180815
REEMRERE  Other comprehensive income
for the period
RERNEE Exchange differences on
EAHETER translaton for foreign
operations - - - - - - - (161,881) - - (161,881) (26452  (188,333)
BEHATAAME  Gainon devegistration
of subsidiaries - - - - @) - - - 4 - - - -
THRENEEE  Total comprehensive income
for the period - - - - @ - - (161,881) 1,603,391 - 1,441,506 178317 1619823
XETHREENE  Perpetual convertible securies
distributions - - - - - - - - (158479) - (158479 - (158479
BERNNERSRS  Final 2011 dividend declared - - - - - - - - - (366460)  (366,460) - (366,460)
FEHRREE Capital contrbution fiom
non-controlling sharefolders - - - - - - - - - - -39 238
RFAFREME  Capial etumed to non-controling
WAHRR shareholders upon
REHEL deregistration of subsidiaries - - - - - - - - - - - (9,102) (9,102)
AHAHER Dedaration of dividends to
ERARE non-controlling shareholders - - - - - - - - - - - (45) (45)
DRAEEOREEE  Eouitysettled share option
i arrangements - - - - - - 379 - - - 379 - 3719
TREHHERRUEZIEE Tanster of share option reseve
EEREERE  upon the forfeiture or expiy
of share options - - - - - - (2,060) - 2,060 - - - -
2012564308 At30 June 2012 9161489  6,109789* 4588000 (2180,460)*  581987* 112,044 1729 2,934240¢  5,778,877* - 27,087,695 4819515 31,907,210

* ZEREREBEXKEREREMBRRARANGS
fi# 5% % 13,338,206,0007T (2011412 H31H -

75#12,054,800,0007T) °
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These reserve accounts comprise the consolidated reserves of HK$13,338,206,000 (31
December 2011: HK$12,054,800,000) in the condensed consolidated statement of
financial position.
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For the six months ended 30 June 2012

BRANEARR
Attributable to owners of the parent
R K& HEEE e B R
BEfRA HER  WAREE  AARE  EBDE  BERE  RBRE  REEM  RERE @ sotiEs ERSE
(rEgn)  (REsR) (RE8R) (REER) (RBSR) (RERR) (REsR) (RERR) (REBR) (REsR) (RESR) (REED)
BETn  EbTn AbTn A%t BBt Bt AT AT BT BT BT #ETn
PRC
Share  Perpetual statutory Share  Exchange Proposed Non-
sued  premium  convertile Capital surplus opion ~ fluctuation ~ Retained final controling Total
apital account  securities reserve reserve reserve Teserve profis — dividend Totdl  inferests equity
(Unaudited) ~ (Unaudited)  (Unaudited) ~ (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
HK$'000  HK$'000  HK$'000  HKS'000  HKS'000  HK$'000  HKS'000  HK$'000  HK$'000  HK§'000  HK$'000  HK$'000
RONFIA1R At 1 January 2011 9161489 6109789 4583000 (2134134 290,173 3680 1914978 291482 29037 2312449 3594705 26,719,201
KEHA Profitfor the period - - - - - - - 1640445 - 16045 AT 17146T
e Other comprehensive income
for the period
HEENEHECOELEE  Bchange differences on tranlation
for foreign operations - - - - - - 521,374 - - 521,374 85,239 606,613
R AakE (Gain on de-registraton of a subsidiary - - - ) IR - 3261) 283 - 3972 - B
HETANE (Gain on disposal of a subsidiary - = = = = = 4634 = = 4634 = 463
HH2ENESE Total comprehensive income
for the period - - - (m (2.839) - S 1683283 - 2162481 159466 2,321,947
XETARERDR Perpetual converthle securies
distributions - - - - - - - (158537) - (158537) - (158537)
EER0IERDRS Final 2010 dividend declared = = = = = = = - (9031 (209037) - (903
WS Acquisiton of non-controling interests - - = (1,024) = = = = = (1,024) 403 B4
WD EEHRESET Equity-settled share option arrangements - - - - - 870 - - - 870 - 870
Ptz ylenis Transfer of share aption reserve upon the
e forfeiture or expiry of share options = = = = = (1,486) = = = (1,486) = (1,486)
201564308 At30 June 2011 9161489 6109789 4583000 (21358069 28733 3066 2437725 4446228 - 24897763 3751768 28,649,531

INTERIM REPORT 2012 FRANSHION PROPERTIES (CHINA) LIMITED

39



40

CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

For the six months ended 30 June 2012

HZE20129F6 4306 1L/~ A A

HHGEERTRER

EHZ=E6A308 5 MEA
For the six months ended 30 June
20124 20114F
(REEEFX) (REEER)
BET T BT T
2012 2011
(Unaudited) (Unaudited)
HK$°000 HK$'000
EEEHFANRSHEFE  NET CASH FLOWS USED IN OPERATING ACTIVITIES (1,589,084) (6,518,528)
REZHFAWRSHBHEE  NET CASH FLOWS USED IN INVESTING ACTIVITIES (927,692)  (2,704,824)
BEZHELHWRSNRBFEE  NET CASH FLOWS FROM FINANCING ACTIVITIES 993,759 10,806,452
BHEMBESEE/YEM,OGf2)  NET INCREASE/(DECREASE) IN CASH AND
REE CASH EQUIVALENTS (1,523,017) 1,583,100
BYIRIR & FIR & EEY Cash and cash equivalents at beginning of period 12,137,439 11,229,509
[EREFE) LR Effect of foreign exchange rate changes, net (44,593) 117,673
HARNRESNRESEEY CASH AND CASH EQUIVALENTS
AT END OF PERIOD 10,569,829 12,930,282
RENRLZENEHRAW ANALYSIS OF BALANCES OF CASH AND
CASH EQUIVALENTS
Be RIRTHES Cash and bank balances 7,156,885 7,448,911
REYSE RREZNHA D Non-pledged time deposits with original
=18 A IR E BFR maturity of less than three months
when acquired 2,973,428 3,888,633
REYSE BREDNHBER Non-pledged time deposits with original
=18 A IR E BTN maturity of over three months when
M A BRI HE EUE HA acquired with options to withdraw upon
FHEERE demand similar to demand deposits 439,516 1,592,738
REmERAHNIRESH Cash and cash equivalents as stated
HEZEBY in the statement of cash flows 10,569,829 12,930,282
REYSE BREZHBBRB Non-pledged time deposits with original
AR KFEEM T TR - maturity of over three months when
WA R ESKEREUE B acquired without options to withdraw upon
yeFdnpe g7 demand similar to demand deposits - 718,428
BTSN R FADI E9ER & A Cash and cash equivalents as stated
HEZEEY in the statement of financial position 10,569,829 13,648,710

FEE(FER)BRAT —T——FhHRE
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NOTES TO CONDENSED CONSOLIDATED INTERIM FINANCIAL STATEMENTS

1. 2EIEH

FEME (FE) BRAR ([ARR]) A&
EREMAHNERAR o RNABA M
EREMRBERBEFBLZEIRERESHA
KIE4T71E4702-03% »

BEERA ARANEBERARRRER
AR FREEE (RE) BRAR ([F
EBE] > MARRNKRERAR BN
FARAME ([HE]) KINFEFPE
BRF - pEPCEERARARRTEREE
EEEERZESEBNRERE -

ARABREFRA((AEE]) WEBER
FURN AR A T B S MR RES -

2. MREEREEE

R EE

BRRET R BBRRIBRETE SR
ERMMBEETER (TEAESTERD
34 [ RIREHE | md

SRR A P SRR T N IEFE M5k
REENMEERRIEE  BEEREEE
E20MFNANBEFENT B HRE — 6

B °

1. CORPORATE INFORMATION

Franshion Properties (China) Limited (the “Company”) is a limited
liability company incorporated in Hong Kong. The registered office
of the Company is located at Rooms 4702-03, 47/F, Office Tower,
Convention Plaza, Harbour Road, Wanchai, Hong Kong.

In the opinion of the directors, the immediate holding company of
the Company is Sinochem Hong Kong (Group) Company Limited
("Sinochem Hong Kong"”), a company incorporated in Hong Kong,
and the ultimate holding company of the Company is Sinochem
Group, a company established in the People’s Republic of China (the
“PRC") and is a state-owned enterprise under the supervision of the
State-owned Assets Supervision and Administration Commission in the
PRC.

The principal activities of the Company and its subsidiaries (the
“Group”) are described in note 3 to the condensed consolidated
interim financial statements.

2. BASIS OF PREPARATION AND ACCOUNTING
POLICIES

Basis of preparation

The condensed consolidated interim financial statements are prepared
in accordance with Hong Kong Accounting Standard (“HKAS") 34
Interim Financial Reporting issued by the Hong Kong Institute of
Certified Public Accountants.

The condensed consolidated interim financial statements do not
include all the information and disclosures required in the annual
financial statements, and should be read in conjunction with the
Group's financial statements for the year ended 31 December 2011.
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B RRLR S R ER IR R TR AN B S 5T
REEEHEGREH E2011F12A318LF
ERFEMIERERITERMN S SRR R A%
— B MREASERNANBHREAABMA
BIREAA T EIEET A G T ERIBRIN -

The accounting policies and basis of preparation adopted in
the preparation of the condensed consolidated interim financial
statements are the same as those used in the annual financial
statements for the year ended 31 December 2011, except in relation
to the following revised HKAS that affects the Group and is adopted
for the first time for the current period’s financial statements:

HKAS 12 Amendments
BEGEERE129REFT R

Amendments to HKAS 12 Income Taxes — Deferred tax: Recovery
of Underlying Assets

BEBERNE125R [FEH — BEHIR - HHEEERAKEIE | BERT

R G ERF12RE T ANBEAU R FER
ENREMENETCHEANEE - LFIER]
SIARIEEH#E - AR TFEFEHREY
EMRETIR - BARBREER &AW
B R ERMETE I ZFEITMANE
HEER (RBRBRES) —2BE21R A7
T — BRI - EfGFFTEREN K E
M RE - ARAEE S ERF1658H
ERRAFENFFEEENRERIR - &
AHEERGTE -

ERREERKE - WYARAKREMAER
EMERRUTERRASE HANEHE
BERR (MIFRBLE) HRZEREMEM
ERMNBRBKLEME - At - ARE®R
EMENREERBAFREEERET - K
AEEGFTENE12RE SRR R AEE
MR E M B RR LB E -

HKAS 12 Amendments clarify the determination of deferred tax
for investment property measured at fair value. The amendments
introduce a rebuttable presumption that deferred tax on investment
property measured at fair value should be determined on the basis
that its carrying amount will be recovered through sale. Furthermore,
the amendments incorporate the requirement previously in HK(SIC) —
Int 21 Income Taxes — Recovery of Revalued Non-Depreciable Assets
that deferred tax on non-depreciable assets, measured using the
revaluation model in HKAS 16, should always be measured on a sale
basis.

Such presumption is rebutted because all of the Group’s investment
properties are held within a business model whose objective is to
consume substantially all of the economic benefits in the investment
properties over time, rather than through sale. Accordingly, deferred
tax on the Group’s investment properties is not determined on a sale
basis. The adoption of HKAS 12 has no impact on the accounting
policies and has no impacts on the Group’s condensed consolidated
interim financial statements.
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(@) MERTWRESI : REVERAER
SHE AR IR E

) MEMREDE - 121 BRERAME

(0 BEKZDE : REBEERE REKR
%R

FX2RHMEEE
&%@%W WM%tF&“%E%

EREERERSERRBEFENRE o
FEIEAREBE LD MRS - DAFRET
B 280 BENETRE - UL RBEHR
EWAAEE o EHEHAA BN 2R
REEBRAAEEST  ER BT EPALE
FEAR B~ E AR E Y as BB & AR A
REE R EERX -

DREETBERERREE  AMNKEA -
HemERE  SEMER  IRFIRTE
7 HENMBEEYMREMRIEELR
TPREEE RERUNLEEREEERSE
# e

For management purposes, the Group is organised into business
units based on the products and services they provide and has four
reportable operating segments as follows:

(a) the property and land development segment develops and sells
properties and develops land;

(b) the property leasing segment leases office and commercial
premises;

(c) the hotel operations segment provides hotel accommodation
services, food and beverage; and

(d) the “others” segment mainly comprises the provision of property
management, design and decoration services, the operation of an
observation deck and the trading of goods.

Management monitors the results of the Group’s operating segments
separately for the purpose of making decisions about resources
allocation and performance assessment. Segment performance is
evaluated based on reportable segment profit, which is a measure of
adjusted profit before tax. The adjusted profit before tax is measured
consistently with the Group’s profit before tax except that interest
income, other investment income and finance costs as well as head
office and corporate expenses are excluded from such measurement.

Segment assets exclude deferred tax assets, prepaid tax, other
financial assets, pledged deposits, restricted bank balances, cash and
cash equivalents, and other unallocated head office and corporate
assets as these assets are managed on a group basis.
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3. OPERATING SEGMENT INFORMATION (conTInUED)

HZE2012F6H30R <A For the six months ended 30 June 2012
NER
TR NERE BERE Hith EH)
(REER)  (RBBR) (REER)  (REER)  (REER)
BT BRI BRI BRI BETT
Property
and land Property Hotel
development leasing  operations Others Total
(Unaudited)  (Unaudited) (Unaudited) (Unaudited) (Unaudited)
HK$'000 HKS$'000 HK$'000 HK$'000 HK$'000
AHYA : Segment revenue:
mMINERFHE Sales to external customers 1,753,077 546,845 1,063,436 254,963 3,618,321
NEEIHE Intersegment sales - 1,698 3,136 224,669 229,503
1,753,077 548,543 1,066,572 479,632 3,847,824
i Reconciliation:
DEEHESH Elimination of intersegment sales (229,503)
WA BE Total revenue 3,618,321
PR Segment results 822,369 1,840,576 294,615 42,341 2,999,901
#% - Reconciliation:
PEEEELH Elimination of intersegment results (5.871)
FAFEHMA Bank interest income 82,620
Qs Other investment income 16,602
BEREMRIERY Corporate and other unallocated expenses (117,677)
BERKA Finance costs (486,911)
BAIAE Profit before tax 2,488,664

FHEME(PER) BRI
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HZE201196 H30H 1L/~ 8 A

3. OPERATING SEGMENT INFORMATION (conTInUED)

For the six months ended 30 June 2011

EH
TR nEHE BELE =) @it
(REE%) (REFZ) (REER)  (REER) (REER)
BRI BB BB BETT BETT
Property
and land Property Hotel
development leasing operations Others Total
(Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)  (Unaudited)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
BB Segment revenue:
mNEEFHE Sales to external customers 6,709 492,141 1,084,372 264,485 1,847,707
AEEHE Intersegment sales - 1,452 - 18,159 19,611
6,709 493,593 1,084,372 282,644 1,867,318
#F Reconciliation:
DEEHESH Elimination of intersegment sales (19,611)
N & Total revenue 1,847,707
PR Segment results 1,065,955 1,233,263 346,457 43,172 2,688,847
#% - Reconciliation:
DEEEEHE Elimination of intersegment results (4,460)
FAFEHMA Bank interest income 142,511
EthiR A Other investment income 1,031
BERHEMRAERT Corporate and other unallocated expenses (52,404)
BERR Finance costs (448,531)
BAIHIE Profit before tax 2,326,994
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3. KRENHEFR ()

3. OPERATING SEGMENT INFORMATION (conTInUED)

#2012 6 A30H At 30 June 2012
NER
TiEE NERE BERE Hith st
(REER) (REER) (REER) (REER) (REER)
BT BRI BRI BRI BETT
Property
and land Property Hotel
development leasing  operations Others Total
(Unaudited)  (Unaudited) (Unaudited) (Unaudited) (Unaudited)
HKS$'000 HKS$'000 HK$'000 HK$'000 HK$'000
PHEE Segment assets 47,350,005 17,264,625 10,178,866 757,234 75,550,730
i Reconciliation:
DEFHEELHE Elimination of intersegment assets (10,464,630)
BHRAMAIREE Corporate and other unallocated assets 11,828,320
BEE Total assets 76,914,420
HR2011F12A831H At 31 December 2011
mER
TR nERE BELE ) @it
(&) (E2R) (EER) (EER) (EER)
BRI BB BB BB BB
Property
and land Property Hotel
development leasing operations Others Total
(Audited) (Audited) (Audited) (Audited) (Audited)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
IBEE Segment assets 36,236,067 16,898,131 9,892,777 659,444 63,686,419
i Reconciliation:
DEEEELHE Elimination of intersegment assets (13,050,989)
BEREMRIEEE Corporate and other unallocated assets 19,135,608
BeE Total assets 69,771,038
0 FRMECRE)VERAT —B — RIS



4. HABY A Mk =

4. OTHER INCOME AND GAINS

EZ6A30R L ER
For the six months ended 30 June
20124 201148
(REER) (REEEZ)
BT T BB T T
2012 2011
(Unaudited) (Unaudited)
HK$’000 HK$'000
HAp A Other income
RITHBHA Bank interest income 82,620 142,511
E g & W Other investment income 16,602 1,031
99,222 143,542
& Gains
TEMEN N TFERE Fair value gains on investment properties 1,347,839 785,996
RFEHEMEE BIEEY Fair value gains on transfers from properties
B A B E held for sale to investment properties 9,659 =
M W, =585 R Foreign exchange differences, net 2,909 47,599
BB M A Rl E Gain on de-registration of a subsidiary - 3,972
HEFRARRE Gain on disposal of a subsidiary = 1,137,510
T A8 B * Government grants* 45,062 =
Hth Others 7,598 10,125
1,413,067 1,985,202
1,512,289 2,128,744
* RER B R TE AP B K o b R A 0l T A S i *  Various government grants have been received from the relevant authorities for

EHERERZABRMHL - B HZ S BRI &
REITEGRM KA EE -

the Group’s businesses conducted in certain cities in Mainland China. There are no
unfulfilled conditions or contingencies relating to these grants.
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5. BB R

5. FINANCE COSTS

HZE6A308 L~ EA
For the six months ended 30 June
20124 20114
(REEZR) (REEEZ)
BET T BT T
2012 2011
(Unaudited) (Unaudited)
HK$'000 HK$'000
ARAFAEZHEED Interest on bank loans and debenture
RITERNESTE wholly repayable within five years 547,852 461,558
BAREF HEEW Interest on bank loans and debenture
RITEFRESRFE wholly repayable over five years 308,615 120,078
R R TFRERIEHNE Interest on an amount due to
a fellow subsidiary 8,260 39,707
B E R A R IER & Interest on an amount due to the
immediate holding company - 7,863
FE R B Total interest expense 864,727 629,206
B BT B Less: Interest capitalised (377,816) (180,675)
486,911 448,531

6. i A1 A

AEBEOBRAMBEEMEGGIA) TH%

6. PROFIT BEFORE TAX

The Group’s profit before tax is arrived at after charging/(crediting):

18 :
HZE6A30ALEAEA
For the six months ended 30 June
201245 20114
(REEX) (RE&EZ)
BET T BEETTT
2012 2011
(Unaudited) (Unaudited)
HK$'000 HK$'000
BEEMERR Cost of properties sold 873,645 2,939
4 i BB B AN Cost of land development 15,523 =
e Depreciation 110,566 108,479
R EETA B B Amortisation of intangible assets 3,911 3,422
RIE - FHEFIE Recognition of prepaid land lease payments 25,572 24,588
HEME - KER Loss on disposal of items of property,
RAEIEE EEr plant and equipment* 573 1,028
W E SRR ZRE, Impairment/(reversal of impairment)
CRE#m) * of trade receivables* (15) 86
* ZEBHFAGRGEKREEANHEMER] B *  These items are included in “Other expenses” on the face of the condensed
e consolidated income statement.

FHEME(PER) BRI

ZE - FHERE



7. FREHEH

7. INCOME TAX EXPENSE

#HZE=6A30R 1L~ EA
For the six months ended 30 June
2012%F 20114F
(RE&EHER) (RE&EZ)
BT T BT
2012 2011
(Unaudited) (Unaudited)
HK$'000 HK$'000
BN ER Current
R TSR PRC corporate income tax 225,430 225,601
B + B (E R PRC land appreciation tax 156,065 172
381,495 225,773
IEIE Deferred 299,013 386,549
REAFRIE S [H 4258 Total tax charge for the period 680,508 612,322
EBFIEH Hong Kong profits tax

MR HAAREE Y EBAERBEL E A ERDT
B QONMF &) MALEFRBENG
TR

HE T3 H

FRECEMBH IEASENPRETAAH
HARER R FDE AT K25% R EE - B E
201146 A30B IE/NE A - RIRAERE A B AA
BERERER - KRR EGRREH
B ORIEESRE BREESERKEE
ERRNETAEEFETFRARDRAZER
NEMEHERRE24% 8 - H=2011
FOA30BLEAEARA REEBEKFHFR
RIARTRCEMBSIHE25% M -

HE2012F6A30B LA A DhHAEE
A AR IE A 7B #433,0007T (20114 « B #
626,0007T) * EFF AR HLEE FHKER
[P ERERARIFIE] BT o

No provision for Hong Kong profits tax has been made as the Group
did not generate any assessable profits arising in Hong Kong during
the period (2011: Nil).

PRC corporate income tax

PRC corporate income tax has been provided at the rate of 25% on
the taxable profits of the Group's PRC subsidiaries during the period.
During the six months ended 30 June 2011, pursuant to the relevant
PRC income tax rules and regulations, preferential corporate income
tax rate of 24% was granted to certain of the Group’s subsidiaries
which were established and located in Shanghai Pudong New Area,
Shenzhen Special Economic Zone, Hainan Special Economic Zone and
Zhuhai Special Economic Zone. The Group’s remaining PRC subsidiaries
were subject to the PRC corporate income tax rate of 25% during the
six months ended 30 June 2011.

The share of tax attributable to joint ventures for the six months
ended 30 June 2012 amounting to HK$433,000 (2011: HK$626,000)
is included in “Share of profits of joint ventures” in the condensed
consolidated interim income statement.
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7. FEHEM @)

FhE i EEH ([ LB EH )

RIEFR1994F 1 A 1B AEBA P EARLMEH
—+ b 3 E B B 1T IR0 LA R M 19954F1 B 27 H
A Ry R EE A R AN B A b 3 (B B 1T 151
BB RE - B19945F1F18E - &EF
B AFEEEEEYFEEENAA RS 19
A T EERIEEDD (BEEMERS
RERBEEERAMITEMERBE I HE
ARMAINERLZL) N F30%E260%K 2
HERE - G L ER -

8. K&

MR2012F8A23ARITTHNESE SR L &
R A B BR AT A P HA RS B (2011
F 4o

9. BAFAEERERFTA AEML
BRER

BREABFHDRESAGDLBRESF
BABEABEF R AR HETLE AR
N #E ¥ 5 #9,161,489,4890% (20114F :
9,161,489,489%) Mzt & -

SRS RFIRE A TS AR A A
R4 AR IRt 5 o 5SS G2 PR o 2B AR A
BFHBARN HEREARFINAAD
BOTHABBE - DR B A
BB iR R IR BT 24T 80 BB
BEY -

7. INCOME TAX EXPENSE (conTINUED)

PRC land appreciation tax (“LAT”)

According to the requirements of the Provisional Regulations of the
PRC on LAT (2 A R LB £ 3 38 E F 1715 5) effective from
1 January 1994, and the Detailed Implementation Rules on the
Provisional Regulations of the PRC on LAT (FFEE A R R + 38 (E
HRETIEDIE 4 RY) effective from 27 January 1995, all gains arising
from a transfer of real estate property in Mainland China effective
from 1 January 1994 are subject to LAT at progressive rates ranging
from 30% to 60% on the appreciation of land value, being the
proceeds from sale of properties less deductible expenditures including
borrowing costs and all property development expenditures.

8. DIVIDEND

At a meeting of the board of directors held on 23 August 2012, the
directors resolve not to pay an interim dividend to shareholders (2011:
Nil).

9. EARNINGS PER SHARE ATTRIBUTABLE TO
ORDINARY EQUITY HOLDERS OF THE PARENT

The calculation of basic earnings per share amount for the period
is based on the profit for the period attributable to ordinary equity
holders of the parent, and the weighted average number of ordinary
shares of 9,161,489,489 (2011: 9,161,489,489) in issue during the
period.

The calculation of diluted earnings per share amount for the period
is based on the profit for the period attributable to ordinary equity
holders of the parent. The weighted average number of ordinary
shares used in the calculation is the number of ordinary shares in issue
during the period, as used in the basic earnings per share calculation,
and the weighted average number of ordinary shares assumed to
have been issued on the deemed conversion of the Group’s perpetual
convertible securities into ordinary shares.

FEWE(RE)ERAR —F— —FhEERE
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9. EARNINGS PER SHARE ATTRIBUTABLE TO

ORDINARY EQUITY HOLDERS OF THE PARENT

(CONTINUED)

The calculations of basic and diluted earnings per share are based on:

EHZ6A30RA1L<AAR
For the six months ended 30 June
20125 20114
(REEXK) (RE&EZ)
BET T BT T
2012 2011
(Unaudited) (Unaudited)
HK$’000 HK$'000
27 Earnings
BEstEEIRERREF 2 A7  Profit attributable to ordinary equity holders
TmRE ST AR R of the parent used in the basic earnings
per share calculation 1,603,387 1,640,445
gt =
Number of shares
HZE6HA308 1L EA
For the six months ended 30 June
20126 20114F
(REEEZX) (REEHEZ)
2012 2011
(Unaudited) (Unaudited)

B
R SREARFIHBA
BHTHBRNETHH
wyE

KB AR RE

TR INE T

Shares
Weighted average number of ordinary shares
in issue during the period used in the basic
earnings per share calculation
Effect of dilution — weighted average number
of ordinary shares:
Perpetual convertible securities

9,161,489,489

1,644,763,250

9,161,489,489

1,644,763,250

10,806,252,739

10,806,252,739
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H E2012F6 308 It XA R AEEE
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12. BN B 5 BR X

10.PROPERTY, PLANT AND EQUIPMENT

During the six months ended 30 June 2012, the Group acquired items
of property, plant and equipment at a total cost of HK$98,091,000
(2011: HK$12,158,000) and disposed of or wrote off items of
property, plant and equipment with a total net carrying amount of
HK$1,084,000 (2011: HK$1,702,000).

11.LAND UNDER DEVELOPMENT

Land under development represents the land requisition cost,
compensation cost and other preliminary infrastructure costs in
relation to Changsha Meixi Lake project (the “Project”) which
is situated in Mainland China. Though the Group does not have
ownership title or land use right to such land, the Group is given the
right to carry out construction and preparation works in respect of
land infrastructure and ancillary public facilities in the Project. When
the land plots are sold by the local government, the Group is entitled
to receive from the local authorities the land development fee.

12.TRADE RECEIVABLES

20124 20114

6H30H 12HA31H

(REEX) (EE=Z)

BT T BT T

30 June 31 December

2012 2011

(Unaudited) (Audited)

HK$'000 HK$'000

FEULE AR Trade receivables 393,826 107,307
HE Impairment (2,141) (2,194)
391,685 105,113

EHENENREDRIZABEEEBRNGK
T - HAREBEEEZF RS -
KEMEMRENEZGREIEREERK
R BEFEP—RFEBRENK - FEH—
BR—EAR MEBRFPALERENE
A - BREFPURAREER -

Consideration in respect of properties sold is payable in accordance
with the terms of the related sale and purchase agreements, whilst
the Group’s trading terms with its customers in relation to the
provision of hotel, decoration and other services are mainly on credit,
except for new customers, where payment in advance is normally
required. The credit period is generally within one month, extending
up to six months for major customers. Each customer has a maximum
credit limit.

FEE(FER)BRAT —T——FhHRE



12.ERE SRR (&) 12.TRADE RECEIVABLES (CONTINUED)

7N B2 B B AR B AR 12 ) EL R (B B R R The Group seeks to maintain strict control over its outstanding
WEETZE 42 BEERRRES receivables and has a credit control department to minimise credit
K- mREEETHEMaIHEH® - risk. Overdue balances are reviewed regularly by senior management.

NEEEKR EWEFER FIBREE) & An aged analysis of the trade receivables as at the end of the

B2 5 BRI T ¢ reporting period, based on the transaction date and net of provisions,
is as follows:
20125 201148
6A30H 12A31H
(REEEZX) (&%)
BT T BETIT
30 June 31 December
2012 2011
(Unaudited) (Audited)
HK$’000 HK$'000
MEAR R Within 1 month 166,842 94,448
12318 A 1 to 3 months 17,269 6,082
4% 618 A 4 to 6 months 168,090 760
6fE A LA £ Over 6 months 39,484 3,823
391,685 105,113
BHMEESMEE 13.0THER FINANCIAL ASSETS
Hih &R E ERRHRITIGE B REDH Other financial assets represented financial products with original
HIAR=ZEANERMER ZZFeRMEMD maturity of no more than three months when acquired from banks.
RERBITER WEERESB 2R A E The principals of these financial products are guaranteed by banks
[@ o and cannot be withdrawn prior to the maturity date.
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AEENE MRS EEBMEERTEHER
éiiﬂzﬁaﬂé’*@EHT‘)\ TEMNELSERRE

Al ([=EEME]) 2 THRITREPMNT
%kf%ﬁ%122,670,0007u<2011fﬁ- M) o FiE
BRA  AEEBEARQFN2012F4H25
HEGEEEEXEEERAT (EEES
=7 B-DEMEZERMOIERAG) FTL
HEIERRETAMNGT  HZRSETEARBER
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MNEBERBR=EEMNERTIA Lk
BEHAEER  ZGEMEEFHERARMIE
2ETRA]

15. B B 7 IR

RREHR - BHNESRIUREBR 5 B HH
BRER DTN -

14.CASH AND CASH EQUIVALENTS

Included in the Group’s cash and cash equivalents are deposits of
HK$122,670,000 (2011: nil) placed in a bank account under the
name of Sanya Yazhouwan Economic Development Company Limited
("Sanya Yazhouwan") for the purpose of a land development project
in Hainan province, the PRC. The management considers that the
Group has effective control over such deposits according to the terms
stipulated in the cooperation agreement entered into between the
Company and Hainan LongHigh Industrial Group Company Limited, an
unrelated third party which was the then holding company of Sanya
Yazhouwan, on 25 April 2012.

Upon the approval of the aforementioned land development project
to Sanya Yazhouwan by the local authorities, Sanya Yazhouwan will
be accounted for as a non-wholly-owned subsidiary of the Group.

15.TRADE PAYABLES

An aged analysis of the trade payables as at the end of the reporting
period, based on the transaction date, is as follows:

20125 20114

6A30H 12A31H

(REX) (#&&==%)

BT T BETIT

30 June 31 December

2012 2011

(Unaudited) (Audited)

HK$’000 HK$'000

1TFAASREREE Within 1 year or on demand 1,356,007 2,332,536
1824 1 to 2 years 1,144 136
2E3F 2 to 3 years 106 112
3FME Over 3 years 8,457 12,708
1,365,714 2,345,492
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16. 5H SR 1T E A H & K

AERITERREMERBEAQNRZET
AEIFEESX (£8) BRARN2012F2A4
168 1T ARS8 % A AR750,000,0007T
(I H 7 1920,025,0007T) K EHAZ=HE -
ZEZRAEER - REMEK514% 8
W ¥ H201362 B 16 B EIHf -

R20124F4 8288 » FELEK (£E) BREA
AIEE AL EE A RE1,000,000,0007T (FBE
RiE#1,235,800,0007T) BIES °

1.8 6818

RBREHER AEEERAEEBSR T
MEERNLZBERERBAHBNAER
1,187,865,0007C (20114128318 : & &
639,788,0007T) KIHELR °

18 AEEHERH
AEERBEGEERERFERAERTEY

¥ HEMZER—Z20%F-

REERR - REERBE NI HELCEEE
T 5 BA R B B 9 B 18 AR © T AR AE R
T~

16.INTEREST-BEARING BANK AND OTHER
BORROWINGS

Included in the interesting-bearing bank and other borrowings
are short-term notes with aggregate principal amount of
RMB750,000,000 (equivalent to HK$920,025,000) issued by China
Jinmao (Group) Company Limited, a wholly-owned subsidiary of the
Company, on 16 February 2012. The notes are unsecured, interest-
bearing at 5.14% per annum and will mature on 16 February 2013.

On 28 April 2012, China Jinmao (Group) Company Limited repaid a
debenture with a principal amount of RMB1,000,000,000 (equivalent
to HK$1,235,800,000).

17.CONTINGENT LIABILITIES

At the end of the reporting period, the Group has provided
guarantees in respect of mortgage facilities for certain purchasers of
the Group's properties amounting to approximately HK$1,187,865,000
(31 December 2011: HK$639,788,000).

18.OPERATING LEASE ARRANGEMENTS

The Group leases certain of its office properties under operating lease
arrangements. Leases for properties are negotiated for terms ranging
from one to five years.

At the end of the reporting period, the Group had total future
minimum lease payments under non-cancellable operating leases
falling due as follows:

20124 20114

6H30H 12H31H

(REFX) (8B 8%)

BET T BET T

30 June 31 December

2012 2011

(Unaudited) (Audited)

HK$’000 HK$'000

—FR Within one year 12,093 13,977
F_ZRERF BEEEMSE In the second to fifth years, inclusive 13,633 2,250
25,726 16,227
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19. e

RB|ERR - AEEE THIEARALE :

19.COMMITMENTS

the reporting period:

The Group had the following capital commitments as at the end of

20124 20114F
6H30H 12H31H
(REEX) (&%)
BT T BT T
30 June 31 December
2012 2011
(Unaudited) (Audited)
HK$’000 HK$'000
BRI X BRIRERE Contracted, but not provided for

R Properties under development 5,177,539 3,604,177
TRERP Land under development 903,801 969,431
BF Buildings 11,692 =
6,093,032 4,573,608

BIREERETA Authorised, but not contracted for:
EREAYE Properties under development - 2,621,492
- 2,621,492

FEWE(RE)ERAR —F— —FhEERE



20.BESIRS 20.RELATED PARTY TRANSACTIONS

(a) EEEEE T HEAX S (a) Material transactions with related parties
HZE6H308 1L/~ A
For the six months ended 30 June
&t 20124 20114
(REERK) (REEEZ)
BET T BEET T
Notes 2012 2011
(Unaudited) (Unaudited)
HK$'000 HK$'000
EES/NCIE Fellow subsidiaries:
e A Rental income (i) 94,776 91,979
MESIEEIA Property management fee income (i) 8,285 8,998
H o ARIGULA Other service income () 37,176 14,433
BRI Interest expense (ii) 8,260 39,707
HRERAR : The immediate holding company:
F BRI Interest expense (ii) - 7,863
He L Rental expense (i) 1,266 1,632
R A A The intermediate holding company:
WA Rental income (i) 38,039 35,901
YIEEREIWA Property management fee income 0 6,805 4,068
BEPERRAT] The ultimate holding company
Al A Rental income 0 4,219 4,097
LIER=REE=I PN Property management fee income (i) 277 206
Bifat - Notes:
() ZERSTIREBFTHNE T BTG G (i) These transactions were carried out in accordance with the terms and conditions
HEAT o mutually agreed by both parties.
(i) FBRAZEFENENF5.265%%5.760% (2011 (i) The interest expenses were charged at rates ranging from 5.265% to 5.760% (2011:
& 1 4.860%%6.400%) 5T E ° 4.860% to 6.400%) per annum.
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20.BEFRS (&)
(b) L EEFEEEE A S RHIIRBN

20.RELATED PARTY TRANSACTIONS (conTINUED)

(b)Compensation of key management personnel of the
Group

HZE6A30ALEAEA
For the six months ended 30 June
20124 20114F
(REEX) (REgEZ)
BT T BT T
2012 2011
(Unaudited) (Unaudited)
HK$'000 HK$'000
MHEES®EF Short term employee benefits 16,569 11,498
BER R B Post-employment benefits 1,159 123
A% 15 45 S I R BAE B S Equity-settled share option expense 212 360
SNFEEERAEMNRENAEEE  Total compensation paid to
key management personnel 17,940 11,981

(c) BEREMEBELENEARS

AEBFERZ P EBTES - WHER P BEER
[FRETFKE BMEASEMKER
BRYMEREEREMNNEE (BB BAD
X)) XEMKBERRETRE - IR KE
BEEMEACEETRS  BERETRR
e 75 HECREDE  RHMEA
EREERE - ARREHDBRYE - AQA
EERA BERAAKREARSTHEMBEELE
REZPEBRFEGSES  BEEMEE
CEMETHNHRERZFHURBEEBKBRESD
ETNEE  BARAXBEAXTURENTE -
AREE B TRt EL A dn MRS I EEBBGR - M
ZEEBRRAFFBANEFPZEREAR
B2 -

(c) Material transactions with other state-owned enterprises

The Group is indirectly controlled by the PRC government and
operates in an economic environment predominated by entities
directly or indirectly owned or controlled by the government through
its agencies, affiliates or other organisations (collectively “State-owned
Entities” (“SOEs”)). During the period, the Group had transactions
with other SOEs including, but not limited to, borrowings, deposits,
sale of properties developed, provision of property lease and
management service and the provision of sub-contracting services.
The directors of the Company consider that these transactions with
other SOEs are activities conducted in the ordinary course of business
and that the dealings of the Group have not been significantly or
unduly affected by the fact that the Group and the other SOEs are
ultimately controlled or owned by the PRC government. The Group
has also established pricing policies for its products and services and
such pricing policies do not depend on whether or not the customers
are SOEs.

FEE(FER)BRAT —T——FhHRE
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ATIERBRRERNE AFE

ReMASEEY CDEAER  XRHIE
TH% - HiteREE BREBEIERN K
NEZENX - FEABENKIE  REMEME
WK S B E A& - 5t AE AL B SR BT
RENSEREE Bk ENEESRAR
FRRITERREMERRE D EERK
HEABEE  RERLETASNEHRA
BH

ARRTERREMERNIERBD LN
FEDEEBBRBEERK - EERR IS
FIEHR AR AT gt T ARRH AT R KRIFRE
SARERERETH -

RBERR - AEELBIZAFEFESR
BEZEE-

ANEERAERE P SRR 2012968 A23H
EEESHELRETIIT

The fair values of the financial assets and liabilities are included
at the amount at which the instrument could be exchanged in a
current transaction between willing parties, other than in a forced or
liguidation sale.

The following methods and assumptions were used to estimate the
fair values:

Cash and cash equivalents, pledged deposits, restricted bank balances,
other financial assets, trade receivables, trade payables, financial
assets included in prepayments, deposits and other receivables,
financial liabilities included in other payables and accruals, the
amounts due from/to related parties and the current portion of
interest-bearing bank and other borrowings approximate to their
carrying amounts largely due to the short term maturities of these
instruments.

The fair values of the non-current portion of interest-bearing bank and
other borrowings has been calculated by discounting the expected
future cash flows using rates currently available for instruments on
similar terms, credit risk and remaining maturities.

At the end of the reporting period, the Group had no financial assets
or liabilities measured at fair value.

These condensed consolidated interim financial statements were
approved and authorised for issue by the board of directors on 23
August 2012.
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OTHER INFORMATION

[EEIS

MR2012F68308 AR BIETER A A
20,000,000,0000% @A : B EITIRANEEE
£9,161,489,489% Ak -

R E

FEREEDR

BARQNBESZAM  B2012F6A30H © K
ARBEERESTHRABN  LTALTR
RABIRDSAMEERD P HEERE (EHR
EAE B BXVERSE2 R3EB1D B M AR T
B ORARADEREGESFRBE KD

E3BCIHRMEMFENELMARLE - ke
HEARNE) R 2 R BORE

SHARE CAPITAL

As at 30 June 2012, the authorised share capital of the Company was
20,000,000,000 ordinary shares and the total issued share capital was
9,161,489,489 ordinary shares.

DISCLOSURE OF INTERESTS

Substantial Shareholders’ Interests

So far as is known to the directors of the Company, as at 30 June
2012, the following persons (other than the directors and chief
executives of the Company) had interests or short positions in the
shares or underlying shares of the Company which were required to
be notified to the Company pursuant to Divisions 2 and 3 of Part XV
of the Securities and Futures Ordinance (the “SFO"), or which were
required, pursuant to section 336 of the SFO, to be recorded in the
register of the Company referred to therein, or which had already
been notified to the Company and the Stock Exchange:

LERTRE
e/ %8 LERHE  Percentage of
Long/short ~ 5f / BHHE Number of  the issued share
TERRER Name of the substantial shareholder position Capacity/nature of interests ordinary shares capital
TLEE (RE) ARAT Sinochem Hong Kong (Group) 3 ERHAA 5,759,881,259 62.87%
Company Limited Long position  Beneficial owner
AR VRHERAT Sinochem Corporation 8 REHIAARR M 5,759,881,259 62.87%
Long position  Interest of corporation controlled "t
mEmEELT Sinochem Group i SN R 5,759,881,259 62.87%
Long position  Interest of corporation controlled "o "
Eam Max Enterprises Limited Earn Max Enterprises Limited e EREBA 643,652,417 7.03%
Long position  Beneficial owner
Warburg Pincus Private Warburg Pincus Private 8 R FHE RS (i) 643,652,417 7.03%
Equity X, L.P. Equity X, LP. Long position  Interest of corporation controlled et
Warburg Pincus X, L.P. Warburg Pincus X, L.P. e SR AR () 643,652,417 7.03%
Long position  Interest of corporation controlled "o
Warburg Pincus X, LLC Warburg Pincus X, LLC e RIEFI DR 643,652,417 7.03%
Long position  Interest of corporation controlled "o
Warburg Pincus Partners LLC ~ Warburg Pincus Partners LLC e RIEFI R EER 643,652,417 7.03%
Long position  Interest of corporation controlled e
Warburg Pincus & Co. Warburg Pincus & Co. e G0 AR 643,652,417 7.03%
Long position  Interest of corporation controlled M?
JPMorgan Chase & Co. JPMorgan Chase & Co. ifE EaBEAA 407,567,829 4.45%
Long position  Beneficial owner
BERLREA 289,313,829 3.16%

FHEME(HER)ARAT

Approved lending agent

ZE-ZFHHRE
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FERRERD (&)

br EXXATIEFRSN - KRB ER WA AEER
AL (KRAIESEREZSTEAERIN B
2012F6 A30B TE AR AR D S AE BB

BB - BE(EFRBAEGG) EXVEE2R
3WHARAAGEE  KERRQGRE
(EHRHEED) F336KMTMTFENE
st R acsk - KEMGARRE BT 2

SL—p A
ﬁﬁﬁ/ﬁ% °

ffeE— PEPCEERAEATERCENDAERD
98B s - MAP BB BERR
AEATER (RE) BRATNZIHBA
i pEFRHMEGRIITE  PEHE
ERARMPEF BN BRAFTHER /R
FRFAERTER (EE) ERAFEm
BB S R -

Kfa = : Earn Max Enterprises Limited 96.90%#)
# % fAWarburg Pincus Private Equity X,
L.P.#A + MWarburg Pincus Private Equity
X, L.P.& # EWarburg Pincus & Co.i# i&
Warburg Pincus Partners LLC * Warburg
Pincus X, LLC &Warburg Pincus X, L.P. (33
fiWarburg Pincus & Co.H #E sk 5T &
TH) TERES o REHFRBERAmE
Warburg Pincus & Co. Warburg Pincus
Partners LLC * Warburg Pincus X, LLC
Warburg Pincus X, L.P.&Warburg Pincus
Private Equity X, L.P.¥9#5 AR EallFiA H
Earn Max Enterprises Limited &z A H %
DHEEER -

DISCLOSURE OF INTERESTS (continued)

Substantial Shareholders’ Interests (Continued)

Save as disclosed above, as at 30 June 2012, the directors of the
Company were not aware of any person (other than the directors and
chief executives of the Company) had interests or short positions in
the shares or underlying shares of the Company which were required
to be notified to the Company pursuant to Divisions 2 and 3 of Part
XV of the SFO, or which were required, pursuant to section 336 of
the SFO, to be recorded in the register of the Company referred to
therein, or which had already been notified to the Company and the
Stock Exchange.

Note 1: Sinochem Group holds 98% equity interests in Sinochem Corporation, which in
turn holds the entire equity interests in Sinochem Hong Kong (Group) Company
Limited. For the purpose of the SFO, Sinochem Group and Sinochem Corporation
are both deemed to be interested in the shares beneficially owned by Sinochem
Hong Kong (Group) Company Limited.

Note 2: Earn Max Enterprises Limited is owned as to 96.90% by Warburg Pincus Private
Equity X, L.P., which is ultimately wholly controlled by Warburg Pincus & Co.
through Warburg Pincus Partners LLC, Warburg Pincus X, LLC and Warburg
Pincus X, L.P,, all being directly or indirectly wholly controlled by Warburg Pincus
& Co. For the purpose of the SFO, each of Warburg Pincus & Co., Warburg
Pincus Partners LLC, Warburg Pincus X, LLC, Warburg Pincus X, L.P. and Warburg
Pincus Private Equity X, L.P. is deemed to be interested in the shares beneficially
owned by Earn Max Enterprises Limited.
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DISCLOSURE OF INTERESTS (Continued)

Directors and Chief Executives’ Interests in the Shares or
Underlying Shares of the Company

Save as disclosed below, as at 30 June 2012, none of the directors
and chief executives of the Company or their respective associates
had any interests or short positions in the shares, underlying shares
or debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) which were required to
be notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO; or which were required,
pursuant to section 352 of the SFO, to be recorded in the register
kept by the Company; or which were required, pursuant to the Model
Code for Securities Transactions by Directors of Listed Issuers (the
“Model Code”) set out in Appendix 10 to the Rules Governing the
Listing of Securities on the Stock Exchange (the “Listing Rules”), to be
notified to the Company and the Stock Exchange.

EBHREEQT

B#E M 2BTRA

ROEAE BHRNE DL

(Mfat—) Approximate

Number of percentage of

BERGEA underlying the issued

Name g4 Number of shares held share capital of

14 of the director Capacity shares held (Note 1) the Company

FEIE LI Xuehua BEEEAA - 194,980 0.0021%
Beneficial owner (L)

BRE HE Binwu BEREAA 400,000 194,980 0.0065%
Beneficial owner (L) (L)

JLEg =) JIANG Nan (Note 2) BEREA A - 168,610 0.0018%
Beneficial owner (L)

(L) XRHE (L) Denotes long positions

ff—  RESKREMEMREZBBERD - ZER
SRR LM ENRBBEAITETA -

M= - ImEEMNESEEN2011F6/8178 B
WRRBAFAGERE BETHARRRE

Note 1: Represents the underlying shares subject to share options which are unlisted
physically settled equity derivatives.

Note 2: Upon the expiry of his term as a Director at the annual general meeting held on
17 June 2011, Mr. JIANG Nan ceased to be a Director of the Company.

Eo
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DIRECTORS AND SENIOR MANAGEMENT

For the six months ended 30 June 2012: Mr. HE Cao was re-elected
as the Director of the Company at the annual general meeting of the
Company held on 14 June 2012.

Save as disclosed above, there was no change in the Company’s
directors and senior management during the period under review.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

Neither the Company nor any of its subsidiaries had repurchased, sold
or redeemed any listed securities of the Company for the six months
ended 30 June 2012.

REVIEW OF THE OPTION OVER SHIMAO INVESTMENT
BY THE INDEPENDENT BOARD COMMITTEE

A meeting was held by the Independent Board Committee comprising
all independent non-executive directors of the Company on 23
August 2012 to review its decision made on 21 March 2012 not to
exercise, for the time being, the option to acquire Sinochem Group’s
15% interest in China Shimao Investment Company Limited (“Shimao
Investment”).

After careful review of the relevant information of Shimao Investment
and taking into account the facts that Sinochem Group is a financial
investor of Shimao Investment and only owns a minority and passive
interest in it, and that the Company has recently made significant
progress in land reserve, in particular, Changsha Meixi Lake Project
acquired in 2011, which is a large-scale development project with
long development cycle and huge demand for funds, the Company
considers the acquisition of Shimao Investment at the moment would
pose greater challenges to the Company in various aspects, including
manpower and financial capacity. The independent non-executive
directors unanimously agreed that the exercise of the option over
Shimao Investment at this moment is not in line with the Company’s
prudent investment policy, and is not in the best interests of the
Company and the shareholders as a whole.

The Independent Board Committee unanimously resolved not to
exercise the option to acquire Sinochem Group’s 15% interest
in Shimao Investment. As disclosed in the prospectus and the
announcement dated 9 April 2010 of the Company, the Independent
Board Committee would continue to review the option over Shimao
Investment from time to time, and relevant disclosure will be made in
the interim and annual reports of the Company.
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REVIEW BY THE AUDIT COMMITTEE

The Audit Committee under the Board has reviewed the unaudited
condensed consolidated interim financial statements of the Company
for the six months ended 30 June 2012 and also discussed with
the Company’s senior management about the matters such as the
accounting policies and practices adopted by the Company.

The interim results for the six months ended 30 June 2012 have not
been audited but have been reviewed by Ernst & Young in accordance
with Hong Kong Standard on Review Engagements 2410 “Review of
Interim Financial Information Performed by the Independent Auditor
of the Entity”, issued by the Hong Kong Institute of Certified Public
Accountants.

MATERIAL LITIGATION

For the six months ended 30 June 2012, the Company was not
subject to any material litigation that could have a material adverse
impact on the Company.

COMPLIANCE WITH THE MODEL CODE

The Company has adopted the Model Code set out in Appendix 10
to the Listing Rules to govern securities transactions by the directors.
Having made specific enquiries of all the directors, the Company
confirmed that they had complied with the requirements set out in
the Model Code during the six months ended 30 June 2012.

All the employees of the Group shall comply with the “Rules for
Securities Transactions by the Employees of Franshion Properties”
formulated by the Company with reference to the Model Code
in their dealings in the Company’s securities. The directors of the
Company were not aware of any non-compliance with the rules by
any employee during the six months ended 30 June 2012.

COMPLIANCE WITH THE CORPORATE GOVERNANCE
CODE

Save as disclosed below, the Company has applied the principles
and complied with all code provisions of the Code on the Corporate
Governance Practices (from 1 January 2012 to 31 March 2012) and
the Corporate Governance Code (the “CG Code”) (from 1 April 2012
to 30 June 2012) set out in Appendix 14 to the Listing Rules.

Code provision A.4.2 of the CG Code stipulates that a director
appointed to fill a casual vacancy shall be subject to re-election by
shareholders at the first general meeting after the appointment,
while the Articles of Association of the Company provides that such
director may be elected by the shareholders at the first annual general
meeting after the appointment. There exists minor difference between
the practices of the Company and the provisions of the CG Code,
and such difference will not adversely affect the operations of the
Company.
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