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FINANCIAL HIGHLIGHTS

1. For the six months ended 30 June 2017, contracted property sales of the Group and its
associates and joint ventures amounted to HK$18,473.0 million, for an aggregated area
of 1,735,900 sq.m., representing an increase of 60.6% and 26.3% respectively against
the same period last year.

2. For the six months ended 30 June 2017, Group’s revenue reached HK$9,029.2 million,
decreased by 12.2% against the corresponding period last year. Operating profit
amounted to HK$1,409.4 million, a mild increase of 1.1% comparing with the same
period last year. Profit attributable to the owners of the Company amounted to
HK$712.1 million, an increase of 13.0% against last corresponding period. Basic
earnings per share was HK31.2 cents (the corresponding period in 2016: HK27.6 cents
per share).

3. In the first half year, the Group entered into a new city named Xining, Qinghai
province, and purchased a total of four parcels of land in Hefei, Yancheng and Xining
with total development area of 1,197,295 sq.m. (attributable to the Group: 1,197,295
sq.m.). As at 30 June 2017, total land bank of the Group and its associates and joint
ventures available to build gross floor area is approximately 17,839,500 sq.m. in 20
cities in China, of which, 16,631,300 sq.m. are attributable to the Group (including the
interests in associates and joint ventures).

4. Cash and bank balances plus restricted cash and deposits were at a total of
HK$20,545.2 million. The net gearing ratio, expressed as a percentage of net debts to
equity attributable to owners of the Company, was 44.2% as at 30 June 2017.

5. The Board declared the payment of an interim dividend of HK1 cent per share for the
period ended 30 June 2017 (the corresponding period in 2016: nil).
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The board of directors (the “Board”) of China Overseas Grand Oceans Group Limited (the
“Company”) is pleased to announce the unaudited interim results of the Company and its
subsidiaries (collectively, the “Group”) for the six months ended 30 June 2017. For the first
half year ended 30 June 2017, contracted property sales of the Group and its associates and
joint ventures was HK$18,473.0 million (the corresponding period in 2016: HK$11,501.0
million), increased by 60.6% against the same period last year, in which, HK$3,408.7
million (the corresponding period in 2016: nil) was contributed from associates and joint
ventures. The Group attained a turnover of HK$9,029.2 million (the corresponding period in
2016: HK$10,287.3 million) for the period, representing a drop of 12.2% over the
corresponding period last year. The Group’s unaudited consolidated profit attributable to
owners of the Company for the period reached HK$712.1 million (the corresponding period
in 2016: HK$630.0 million), 13.0% higher than the same period last year. Basic earnings per
share was also up 13.0% comparing with the corresponding period last year, to HK31.2 cents
(the corresponding period in 2016: HK27.6 cents).

In the first half of the year, the Chinese economy has continued to grow steadily and the
exchange rates of Renminbi (“RMB”) were stable basically. The property market remained
stable in general as well, amidst cooling measures were launched by the Central Government
in the cities where the property markets were overheat.

The integration of the operations for the property portfolio acquired from China Overseas
Land & Investment Limited (“COLI”) in December 2016 progressed satisfactorily during the
period. Riding on the strong sales momentum last year, the Group kept on increasing its
marketing efforts and unveiling promotional campaigns to further boost property sales. In
addition to accelerate sales, the Group also continued to enhance the quality of its property
projects in order to meet the customers’ needs.

INTERIM DIVIDEND

After reviewing the working capital requirements for the Group’s future expansion of its
business, the Board declared an interim dividend of HK1 cent per share (the corresponding
period in 2016: nil) which will be payable on or before 11 October 2017 to the members of
the Company registered as at the close of business on 1 September 2017.

The Register of Members of the Company will be closed on 1 September 2017 during which
time no transfer of shares can be registered. In order to qualify for the interim dividend, all
transfers, accompanied by the relevant certificates, must be lodged with the Company’s
share registrar, Tricor Standard Limited, Level 22, Hopewell Centre, 183 Queen’s Road East,
Hong Kong, for registration not later than 4:30 p.m. on Thursday, 31 August 2017.

REVENUE AND OPERATING RESULTS
In the first half year, the China property market remained stable in general. Under the
government’s strategy of adoption of different policies in different cities as appropriate to

their local conditions, the property market of certain cities where the Group has property
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development projects has been active. The Group successfully completed the acquisition of a
wholly owned subsidiary of COLI in December 2016 for its underlying property portfolio
which mainly comprised property development projects (residential, commercial, etc.) at
various development stages in seven cities in China and the integration works progressed
smoothly during the period. With the additional sales effort and driven by the aforesaid
acquisition, the contracted property sales for the first half year reached HK$18,473.0 million,
increased by 60.6% against the same period last year, in which, HK$3,408.7 million (the
corresponding period in 2016: nil) was contributed from associates and joint ventures.
However, considering the properties handover schedule, the Group’s revenue for the six
months ended 30 June 2017 reached HK$9,029.2 million, dropped by 12.2% against the
corresponding period last year. Nevertheless, gross profit for the period was HK$1,890.6
million, 1.5% higher than the same period last year as gross profit margin increased by 2.8%
to 20.9%. Increased gross profit margin compared with last corresponding period was mainly
thanks to stable market environment and rejuvenation of property market in the cities where
Group had a foothold.

For better presentation, staff costs of HK$76.6 million of last corresponding period was
reclassified from administrative expenses to distribution and selling expenses. Despite the
surge of contracted property sales compared with the corresponding period last year,
distribution and selling expenses for the period decreased by HK$48.4 million against the
adjusted expenses of same period last year. Hence, the ratio of distribution and selling
expenses to the Group’s contracted property sales improved from 2.9% (after adjustment) to
1.9% for the current period. On the other hand, administrative expenses for the period,
increased by HK$69.7 million against the adjusted expenses of same period last year as
driven by the enlarged operating scale after the aforesaid acquisition. The ratio of the
administrative expenses to revenue increased by 1.0% to 2.8% compared with the last
corresponding period (after adjustment), mainly due to the rise of administrative expenses
and lower revenue recognized in the period as affected by the properties handover schedule.
The Group continued to exercise stringent controls over the overhead costs.

Same as the last corresponding period, no fair value adjustment was recognized in respect of
the investment properties in the period. Sales of the China Overseas Building located in Jilin,
in form of sub-units, continued and the units were handover to the buyers gradually during
the period. As such, the Group recognized a profit before taxation of HK$214,000 from the
disposal.

In arranging a three-year term bank borrowing of US$40.0 million during the period, the
Group has entered into a three-year term interest rate swap contract with notional amount of
US$40.0 million with the borrowing bank to swap the interest rate from floating basis of
3-month London Interbank Offered Rate plus 1.515% to fixed rate at 3.2% per annum. The
interest rate swap contract has been recognized as a derivative financial instrument and its

fair value change of HK$492,000 was recognized in income statement for the period.
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Driven by a rise in gross profit, operating profit amounted to HK$1,409.4 million for the
current period under review, a mild increase of 1.1% comparing with the same period last

year.

The Group financed the payment of consideration for the aforesaid acquisition through bank
borrowings and also took up certain interest-bearing liabilities in the aforesaid acquisition.
Therefore, total interest expenses increased by HK$218.2 million to HK$587.4 million from
HK$369.2 million of last corresponding period. Finance costs slightly increased to HK$15.5
million from HK$12.8 million of last corresponding period, after capitalization of HK$571.9

million to the on-going development projects.

Income tax expenses comprised enterprise income tax and land appreciation tax. The income
tax expenses reduced by HK$68.2 million compared with the last corresponding period,
mainly due to higher land appreciation tax levied last year as driven by the profit recognition
from the project in Beijing with higher profit margin during the last corresponding period

while lower profit was recognized from this project this period.

For the half year ended 30 June 2017, profit attributable to owners of the Company
amounted to HK$712.1 million (the corresponding period in 2016: HK$630.0 million), an

increase of 13.0% against last corresponding period.

LAND BANK

With its prudent expansion strategy, the Group kept on closely monitoring the market
situation and searched for suitable land pieces for development. In the first half year, the
Group extended its footprint to Xining, a city in Qinghai province with high growth potential,
and successfully purchased a total of four parcels of land in Hefei, Yancheng and Xining
with total development area of 1,197,295 sq.m. (attributable to the Group: 1,197,295 sq.m.).
As at 30 June 2017, total land bank of the Group and its associates and joint ventures
available to build gross floor area, including the projects acquired from COLI as mentioned
above, is approximately 17,839,500 sq.m. in 20 cities in China, of which, 559,800 sq.m. is
held by associates and joint ventures. The gross floor area attributable to the Group

(including the interests in associates and joint ventures) is 16,631,300 sq.m..

The Group continues to monitor market opportunities of its existing cities and explore into

new cities in China with growth potential and best investment value.

SEGMENT INFORMATION

PROPERTY SALES AND DEVELOPMENT

The Group continuously targets at boosting sales and improving the sales-through rate.
During the six months ended 30 June 2017, contracted property sales of the Group and its
associates and joint ventures amounted to HK$18,473.0 million, for an aggregated area of
1,735,900 sq.m., (in which, HK$3,408.7 million for an aggregated area of 195,400 sq.m. (the
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corresponding period in 2016: nil) was contributed from associates and joint ventures)

representing an increase of 60.6% and 26.3% respectively against the same period last year

and of which, HK$3,204.6 million was contributed by the properties portfolio acquired from

COLI last year. As at 30 June 2017, the balance of preliminary sales pending the completion

of sales and purchase agreements was HK$1,372.0 million (30 June 2016: HK$638.0 million)
for an aggregated area of 103,200 sq.m. (30 June 2016: 44,500 sq.m.).

As at 30 June 2017, construction works for 1,068,100 sq.m. of the Group were completed
(the corresponding period in 2016: 1,122,100 sq.m.) and of which, about 94% were sold out.
Coupled with stock sales, recognized revenue was HK$8,904.0 million (the corresponding
period in 2016: HK$10,192.6 million), a decrease of 12.6% comparing with the same period
last year. Excluding the RMB currency translation effect, the recognized revenue decreased
by 8.2% compared with the last corresponding period as affected by the properties handover
schedule. Same as last year, the revenue for the current period was mainly recognized from

the sales of high-rise residential projects.

Besides, around 8% of the revenue for the period was generated from the properties portfolio
acquired from COLI last year. The gross profit realized from these projects was minimal as
most of the units were at the pre-sold stage at the completion of the acquisition and their
costs were marked to the fair value. However, benefit from the increase in selling prices of
the other properties handover during the period, the gross profit margin for the period grew
to 20.3% from 17.4% of the last corresponding period. Hence, the segment result reached
HK$1,347.9 million (the corresponding period in 2016: HK$1,340.2 million) for the period.

On the other hand, in relation to the reform program to replace business tax with a
value-added tax for the real estate development industry imposed from the first of May 2016,
a significant portion of the revenue for the period was still recognized from the sales levied
with business tax. Thus, the revenue and gross margin for the period did not fully reflect the
impact of the reform. Nevertheless, under the existing operation situation of the Group, the
new value-added tax rule is expected to have a positive impact on the gross margin of the

property sales.

At period end, properties under construction and stock of completed properties of the Group
amounted to 6,516,400 sq.m. and 896,300 sq.m. respectively, totaling 7,412,700 sq.m..
Properties of 2,969,300 sq.m. had been contracted for sales and were pending for completion

of the transactions upon handover.

PROPERTY LEASING

The leasing business remained stable in general. For the period ended 30 June 2017, rental
income amounted to HK$98.8 million (the corresponding period in 2016: HK$94.7 million),
a rise of 4.3% comparing with the same period last year, mainly driven by increase of

average rental rate. However, factoring in the increase of the property tax levied, the
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segment profit decreased by HK$8.5 million to HK$69.9 million from HK$78.4 million of
the same period last year. Contribution from a joint venture amounted to HK$2.2 million

(the corresponding period in 2016: HK$2.7 million).

At period end, the occupancy rates for China Overseas International Center in Xicheng
District, Beijing and the scientific research office building in Zhang Jiang High-tech Zone in
Shanghai were about 89% and 98% respectively. The Group fully owns the Beijing property
while it owns 65% of the Shanghai project. Moreover, to speed up the payback from
investment, the Group continued the sales of China Overseas Building in Jilin in the form of

sub-units and approximate 70% of the gross floor area was already handover.

FINANCIAL RESOURCES AND LIQUIDITY

The Group has consistently adopted prudent financial management approach and its
financial condition remained healthy. Having worked hard over the past few years, the
Company and its subsidiaries have gained multiple accesses to funds from both investors and
financial institutions in China and international market to meet its requirements in working
capital, refinancing and project development. As at 30 June 2017, net working capital
amounted to HK$32,931.4 million (31 December 2016: HK$28,304.7 million), with a quick
ratio of 0.6 (31 December 2016: 0.6).

During the six months ended 30 June 2017, the Group secured new credit facilities of
approximately HK$7,969.5 million from leading financial institutions. After taking into
account drawdowns of HK$6,463.6 million, repayment of loans of HK$3,927.5 million and
increase of HK$209.4 million due to translation of RMB loan during the period, total bank
and other borrowings (exclude the guaranteed notes payable of HKS$3,152.4 million)
increased by HK$2,745.5 million to HK$22,719.1 million as compared to the end of last
year, mainly attributed to the settlement of the consideration for the aforesaid acquisition by
bank borrowing. Of the total bank and other borrowings, RMB loan amounted to
RMB6,654.0 million (equivalent to HK$7,666.7 million) while the Hong Kong Dollar loan
and US Dollar loan amounted to HK$11,293.1 million and HK$3,759.3 million respectively.
As at period end, interests of borrowings amounted to HK$2,754.4 million were charged at
fixed rate from 3.4% to 7.2% while the remaining borrowings of HK$19,964.7 million were
charged at floating rates with a weighted average of 3.45% per annum. About 78.6% of bank

and other borrowings is repayable beyond one year.

In respect of the Group’s US$400 million 5.125% guaranteed notes due 2019, the amortized
cost payable amounted to HK$3,152.4 million as at 30 June 2017.

Also, properties sales for the period increased significantly and sales deposits collection was
satisfactory. However, after the payments for land acquisitions and repayment to COLI and
its subsidiaries for certain payables arising from the aforesaid acquisition, cash and bank
balances plus restricted cash and deposits were at a total of HK$20,545.2 million (31
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December 2016: HK$20,820.5 million), slightly decreased by 1.3% compared with the last
financial year end. Of which, 97.3% is denominated in RMB while the remaining is mainly
in Hong Kong Dollar.

The net gearing ratio, expressed as a percentage of net debts (i.e. total borrowings, including
the guaranteed notes payable aforesaid, net of cash and bank balances and restricted cash and
deposits) to equity attributable to owners of the Company, was 44.2% as at 30 June 2017 (31
December 2016: 22.1%). With a solid financial position, the management considers that the
Group can steadily expand its operation scale under such net gearing ratio.

Taking into consideration of the unutilized bank credit facilities available to the Group of
HK$5,176.6 million, the Group’s total available funds (including restricted cash and deposits
of HK$5,047.9 million) reached HK$25,721.8 million as at 30 June 2017.

In terms of capital management, the Group implements centralized financing and treasury
policies to ensure efficient fund utilization. The operational and financial position of the
Group remains healthy. The Group would ensure continual fulfillment of the financial
covenants as agreed with different financial institutions and sufficient resources to satisfy its
commitment and working capital needs. The Group regularly re-evaluates its operational and
investment status, monitors the financial market and explores opportunities to enter into
appropriate long-term financing to improve its capital structure continuously. The Group
would maintain its healthy cash flow and minimize its financial risks.

FOREIGN EXCHANGE EXPOSURE

As the Group conducted its sales, receivables and payables, expenditures and part of the
borrowings in RMB for its property development business in China, the management
considered a natural hedge mechanism existed in that operations. As at 30 June 2017, about
29.6% and 70.4% (31 December 2016: 24.8% and 75.2%) of the Group’s total borrowings
(including the guaranteed notes) were denominated in RMB and Hong Kong Dollar/US
Dollar respectively. Hence, take into account of the debt financing structure, the Group is
subject to foreign exchange risk from the volatility of RMB exchange rate.

The exchange rate of RMB to Hong Kong Dollar appreciated around 3.1% in the period and
accordingly, the net asset value of the Group increased by HK$978.0 million which arose

from currency translation.

Except for the aforesaid interest rate swap contract, the Group has not entered into any
financial derivatives for hedging or speculative purpose during the period. The Group would
continue to closely monitor the volatility of the RMB exchange rate. In consideration of the
lower finance costs for borrowings in Hong Kong Dollar/ US Dollar and the expectation of
stable RMB exchange rate in the medium to long term, the management, after balancing the
finance cost and risks, would continue to fine-tune the financing strategy gradually to
optimize the ratio of RMB and Hong Kong Dollar/ US Dollar debt at appropriate time to
minimize the foreign exchange risk.
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COMMITMENTS AND GUARANTEE
As at 30 June 2017, the Group had commitments totaling HK$8,463.6 million which related

mainly to land premium, property development and construction works. In addition, the
Group issued guarantees to banks amounting to HK$31,548.3 million (equivalent to
RMB27,381.0 million) in aggregate, for facilitating end-user mortgages in connection with
its property sales in China as a usual commercial practice and credit facilities granted to an

associate.

CAPITAL EXPENDITURE AND CHARGES ON ASSETS
The Group had capital expenditures totaling HK$1.6 million approximately during the

current period, mainly referred to additions in furniture, fixtures and office equipment.

On the other hand, as at 30 June 2017, certain property assets in China with aggregate
carrying value of HK$2,586.5 million were pledged to obtain HK$751.8 million (equivalent

to RMB652.5 million) of secured borrowings from certain banks in China for the projects.

EMPLOYEES
As at 30 June 2017, the Group has 1,825 employees (31 December 2016: 1,622). The pay

levels of these employees are commensurate with their responsibilities, performance and the
prevailing market condition. Discretionary bonus was paid to employees based on individual
performance. Different trainings and development opportunities continued to be offered to

enhance employees’ capabilities.

PROSPECTS

The Economy

The global economic picture turned better in the first half of 2017. Thanks to the results of
general elections in France and Dutch, the fears of political instability in Europe eased
significantly which benefited the picking up of the economy in Eurozone. For the United
States, amid gradual growth of the economy, the Federal Reserve Board has continued
normalization of interest rate and raised the federal funds rate twice in the first two quarters
of the year. The sentiment towards the economic recovery of Japan also improved during the
period. However, the Federal Reserve Board planned to begin implementing balance sheet
normalization program later this year which may impact the pace of recovery of global
economy. Further, with the increasing threats from geopolitical events, anti-globalism and
trade protectionism, the development of world economy is still not certain and the operating

environment is still complicated and fast-changing and full of challenges.

Amid the economic transformation of China, instead of deploying massive stimulus
measures or following the investment-driven and resources-reliant path, the Central
Government strived to undertake structural reform and provide the market with clear and
stable expectations. The continuous implementation of proactive fiscal policy and prudent

monetary policy maintained stable macro-economic environment while the deepening of the

8



CHINA OVERSEAS GRAND OCEANS GROUP LIMITED

supply-side structural reforms, streamlining administration, widening market access and
creating a level playing field for business by the government also provided impetus for
healthy economic development. Although short-term and small fluctuations of economic
indicators would be inevitable during the transition period, the growth of Chinese economy
will become more stable and sustainable with the on-going transformation and upgrade of

the economic and industrial structure.

Real Estate Development

In order to contain runaway housing prices and quash potential asset bubbles, the Central
Government has rolled out restrictive measures on home purchases and increased minimum
down payments required for mortgages in cities where the property markets were overheat.
The cooling measures were introduced in major cities initially but were spread to second and
third tier cities gradually in an attempt to control the spillover effect that would lead to

irrational speculations in these cities.

The implementation of the controlling policies stabilized market sentiment and minimized
wild volatility of property prices. Furthermore, the continual advancement of the economic
structural reform, progress in the urbanization as well as the efforts of the government to
develop a market-oriented long-term mechanism would further facilitate the establishment of

a stable and healthy property market with sustainable growth.

Group Strategy

The Group is committed to become a high-growth star property developer of the highest
potential in the residential property market in China. Fully embraced the government’s
urbanization and long-term housing policy, the Group will continue to focus on the emerging
cities with best investment value and growth potentials, and stick to the position of offering

middle to high-end product ranges.

While firmly adhere to its prudent investment strategy, the Group closely monitors the
development of property market and is dedicated to enlarge its operating scale and speed up
the pace of development in an orderly manner. The acquisition of property portfolio and
operations from COLI in December 2016 marked a significant push of the Group in
deepening its presence in some existing cities and expanding into new cities with high
growth potential. As a leading property developer in the market, the Group believes that it is
of paramount importance to build up and maintain a high quality land bank at competitive
prices in order to maximize shareholders’ returns in long term. As at 30 June 2017, the
Group held a land bank distributed in 20 cities. At appropriate and sustainable capital and
debt structure, the Group would continue to seek for business opportunities with investment
value and good returns. For right property projects, the Group would also explore to develop

jointly with reliable business partners to expand its businesses and broaden its earnings base.
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Built on the standardized management systems, the Group would continue to enhance its
operating processes, reinforce its internal controls and tighten cost controls in response to
rapid changes in market and regulatory environment. In order to deal with the increasing
expectations of the customers and market competition, the management strives to further
perfect the customer services, broaden the range of property products, optimize the project

development cycle and enhance the quality of the properties.

To cope with the ever-changing market environment, the Group is devoted to evolve new
marketing methodologies and strategies, speed up sales programs and promote the
sell-through rate of the inventory. The Group is determined to extend its competitive edge

and secure its leading position in the market.

The Group would maintain a professional and prudent financial management of the financial
resources and continue to enhance its financial management capability. The Group would
also closely monitor the impacts from the external economic environment, volatility of

exchange rate of RMB, and national policy changes to the business operations.

The Group regards talent capital amongst the critical factors to success and continuous
development of its business. The Group is committed to offer comprehensive training and

career progression opportunities for staff motivation and retention.
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CONDENSED CONSOLIDATED INCOME STATEMENT

The unaudited condensed consolidated results of the Group for the six months ended 30 June 2017

and the comparative figures for the corresponding period in 2016 are as follows:

Revenue
Cost of sales and services provided

Gross profit
Other income
Distribution and selling expenses
Administrative expenses
Other operating expenses
Other gains/(losses)
Gain on disposal of investment properties
Change in fair value of a derivative financial instrument

Operating profit

Finance costs

Share of results of associates
Share of results of joint ventures

Profit before income tax
Income tax expense

Profit for the period

Profit for the period attributable to:
Owners of the Company
Non-controlling interests

Earnings per share
Basic

Diluted

Six months ended 30 June
2017 2016
(Unaudited) (Unaudited)
HK$’000 HK$°000
(Restated)
9,029,187 10,287,267
(7,138,608) (8,424,971)
1,890,579 1,862,296
67,008 56,163
(288,433) (336,857)
(256,816) (187,095)
(2,690) (746)
214 -
(492) -
1,409,370 1,393,761
(15,500) (12,820)
(1,198) -
(13,163) 2,505
1,379,509 1,383,446
(672,920) (741,100)
706,589 642,346
712,076 630,003
(5,487) 12,343
706,589 642,346
HK Cents HK Cents
31.2 27.6
31.2 27.6
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CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

Six months ended 30 June

2017 2016
(Unaudited) (Unaudited)
HK$°000 HK$’000
Profit for the period 706,589 642,346
Other comprehensive income
Items that may be reclassified subsequently to profit or loss:
Exchange differences arising from translation of overseas
operations
- subsidiaries 963,567 (526,300)
- associates 2,182 -
- joint ventures 12,294 4,371)
Other comprehensive income for the period, net of tax 978,043 (530,671)
Total comprehensive income for the period 1,684,632 111,675

Total comprehensive income attributable to:

Owners of the Company 1,666,798 110,007
Non-controlling interests 17,834 1,668
1,684,632 111,675
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CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

30 June 2017 31 December 2016

(Unaudited) (Audited)
Notes HK$’°000 HK$°000
Non-current assets
Investment properties 2,559,111 2,485,859
Property, plant and equipment 936,378 927,519
Prepaid lease rental on land 318,106 312,979
Intangible assets 10,052 11,919
Interests in associates 72,815 71,831
Interests in joint ventures 428,971 376,844
Available-for-sale financial assets 2,066 2,005
Deferred tax assets 313,388 345,751
4,640,887 4,534,707
Current assets
Inventories of properties 49,974,827 49,011,793
Other inventories 2,032 2,126
Trade and other receivables, prepayments and deposits 10 8,522,728 5,453,154
Prepaid lease rental on land 9,209 8,935
Amounts due from associates 3,649 65
Amounts due from joint ventures 146,009 315,741
Amounts due from non-controlling interests 290,217 235,631
Tax prepaid 1,377,567 971,064
Restricted cash and deposits 5,047,915 5,662,322
Cash and bank balances 15,497,250 15,158,177
80,871,403 76,819,008
Current liabilities
Trade and other payables 11 9,365,725 10,352,386
Sales deposits received 24,826,070 19,740,276
Amounts due to associates 210,400 186,832
Amount due to a joint venture 178,546 -
Amounts due to non-controlling interests 802,592 886,353
Amounts due to related companies 6,107,309 8,641,033
Consideration payable for acquisition - 1,912,695
Taxation liabilities 1,577,526 1,506,114
Borrowings 4,871,842 5,288,669
47,940,010 48,514,358
Net current assets 32,931,393 28,304,650
Total assets less current liabilities 37,572,280 32,839,357
Non-current liabilities
Borrowings 17,847,278 14,684,942
A derivative financial instrument 492 -
Guaranteed notes payable 3,152,359 3,148,508
Deferred tax liabilities 3,747,864 3,820,607
24,747,993 21,654,057
Net assets 12,824,287 11,185,300
Capital and reserves
Share capital 12 2,144,018 2,144,018
Reserves 9,899,062 8,277,909
Equity attributable to owners of the Company 12,043,080 10,421,927
Non-controlling interests 781,207 763,373
Total equity 12,824,287 11,185,300
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CHINA OVERSEAS GRAND OCEANS GROUP LIMITED
NOTES TO THE CONDENSED FINANCIAL STATEMENTS

1.

GENERAL INFORMATION

China Overseas Grand Oceans Group Limited (the “Company”) is a limited liability company
incorporated in the Hong Kong Special Administrative Region (“Hong Kong”), the People’s Republic of
China (the “PRC”) and its shares are listed on The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”). The address of the Company’s registered office and principal place of business is Unit 6703,
Level 67, International Commerce Centre, 1 Austin Road West, Kowloon, Hong Kong.

The principal activities of the Group mainly comprise property investment and development, property
leasing and investment holding. The Group's business activities are principally carried out in certain
regions in the PRC such as Ganzhou, Hefei, Huizhou, Lanzhou, Nanning, Nantong, Shantou and
Yangzhou.

The unaudited condensed consolidated financial statements for the six months ended 30 June 2017 (the
“Interim Financial Statements”) have been prepared in accordance with Hong Kong Accounting Standard
34 “Interim Financial Reporting” issued by the Hong Kong Institute of Certified Public Accountants
(“HKICPA”) and the applicable disclosure requirements of the Rules Governing the Listing of Securities
on the Stock Exchange (the “Listing Rules™). The Interim Financial Statements do not include all of the
information required for annual financial statements and thereby they should be read in conjunction with
the Group’s annual financial statements for the year ended 31 December 2016.

The Interim Financial Statements are presented in Hong Kong Dollars (“HKS$”), unless otherwise stated.

The financial information relating to the financial year ended 31 December 2016 included in this
preliminary announcement of interim results as comparative information does not constitute the
Company’s statutory annual consolidated financial statements for that financial year but is derived from
those consolidated financial statements. Further information relating to these statutory financial statements
disclosed in accordance with section 436 of the Companies Ordinance is as follows:

The Company has delivered the financial statements for the year ended 31 December 2016 to the Registrar
of Companies as required by section 662(3) of, and Part 3 of Schedule 6 to, the Companies Ordinance.

The Company’s auditor has reported on those financial statements. The auditor’s report was unqualified;
did not include a reference to any matters to which the auditor drew attention by way of emphasis without
qualifying its report; and did not contain a statement under sections 406(2), 407(2) or 407(3) of the

Companies Ordinance.

The Interim Financial Statements are unaudited, but have been reviewed by the Audit Committee of the
Company. The Interim Financial Statements were approved for issue on 10 August 2017.
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CHINA OVERSEAS GRAND OCEANS GROUP LIMITED
NOTES TO THE CONDENSED FINANCIAL STATEMENTS (CONTINUED)

2.

PRINCIPAL ACCOUNTING POLICIES
The Interim Financial Statements have been prepared under the historical cost basis except for investment

properties and derivative financial instruments, which are stated at fair value.

The directors have revisited the nature of certain staff costs and consider that it is more appropriate to
classify those staff costs under distribution and selling expenses instead of administrative expenses.
Accordingly, the comparatives in the condensed consolidated income statement have been restated to
reclassify staff costs amounting to HK$76,614,000 from administrative expenses to distribution and selling

expenses to conform to current period’s presentation.

Derivative financial instruments

Derivatives are initially recognized at fair value at the date when a derivative contract is entered into and
are subsequently re-measured to their fair value at the end of the reporting period. The resulting gain or
loss is recognized in profit or loss immediately unless the derivative is designated and effective as a
hedging instrument, in which event the timing of the recognition in profit or loss depends on the nature of

the hedge relationship.

Income tax
Taxes on income in the interim periods are accrued using the tax rate that would be applicable to expected

total annual earnings.

Save as described in above and note 3 “Adoption of new or revised Hong Kong Financial Reporting
Standards (“HKFRSs”)”, the accounting policies used in preparing the Interim Financial Statements are
consistent with those of the annual financial statements for the year ended 31 December 2016, as described
in those annual financial statements.

ADOPTION OF NEW OR REVISED HKFRSs
The HKICPA has issued the following new HKFRSs and amendments to HKFRSs that are first effective
for the current accounting period of the Group and the Company:

Amendments to HKAS 7 Disclosure Initiative

Amendments to HKAS 12 Recognition of Deferred Tax Assets for Unrealized Losses

The application of the above new or revised HKFRSs has had no material effect on the Group’s results and
financial position.

The following new standards, new interpretations and amendments to standards and interpretations have
been issued but are not effective for the financial year beginning on 1 January 2017 and have not been
early adopted by the Group:

HKFRS 9 Financial Instruments'
HKFRS 15 Revenue from Contracts with Customers'
HKFRS 16 Leases”

Effective for annual periods beginning on or after 1 January 2018

2 Effective for annual periods beginning on or after 1 January 2019
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CHINA OVERSEAS GRAND OCEANS GROUP LIMITED
NOTES TO THE CONDENSED FINANCIAL STATEMENTS (CONTINUED)

3.

ADOPTION OF NEW OR REVISED HKFRSs (Continued)

HKEFRS 16 Leases

HKFRS 16 was issued in January 2016. It will result in almost all leases being recognized on the
consolidated statement of financial position, as the distinction between operating and finance leases is
removed. Under the new standard, an asset (the right to use the leased item) and a financial liability to pay

rentals are recognized. The only exceptions are short-term and low-value leases.

The accounting for lessors will not significantly change.

The standard will affect primarily the accounting for the Group’s operating leases. As at the reporting date,
the Group has non-cancellable operating lease commitments of HK$70,010,000. Some of the
commitments may be covered by the exception for short-term and low-value leases and some
commitments may relate to arrangements that will not qualify as leases under HKFRS 16. According to
existing information, the directors do not expect that the new standard to have a material impact on the

results and the financial position of the Group.

The Group has not applied any new or revised standards that have been issued but are not yet effective for
the current accounting period. Save as above, the Group is also in the process of making an assessment of

the potential impacts of these new or revised HKFRSs.

REVENUE

The principal activities of the Group are disclosed in note 1. Revenue from the Group’s principal activities

recognized during the period is as follows:

Six months ended 30 June

2017 2016
(Unaudited) (Unaudited)

HK$’000 HK$°000

Sales of properties 8,904,036 10,192,576
Property rental income 98,789 94,691
Hotel and other services income 26,362 -
Total revenue 9,029,187 10,287,267
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CHINA OVERSEAS GRAND OCEANS GROUP LIMITED
NOTES TO THE CONDENSED FINANCIAL STATEMENTS (CONTINUED)

S.

SEGMENT INFORMATION
The operating segments are reported in a manner consistent with the way in which information is reported
internally to the Group’s most senior management for the purposes of resource allocation and assessment
of segment performance. The Group has identified the following two reportable segments and other
segment for its operating segments:

Property investment and —  This segment constructs residential and commercial properties in the

development PRC. Part of the business is carried out through associates and joint
ventures.

Property leasing —  This segment holds commercial units located in the PRC for leasing to

generate rental income and gain from appreciation in the properties’
values in the long term. Part of the business is carried out through a
joint venture.

Other segment — This segment engages in hotel operations and generates service fee
income in relation to hotel operation and other ancillary services. The
Group acquired the businesses of hotel operation and other ancillary
services in December 2016, thus no financial information of this
segment was reported for the six months ended 30 June 2016.

Revenue and expenses are allocated to the reportable segments with reference to sales generated by those
segments and the expenses incurred by those segments. Segment revenue represents revenue from external
customers and there were no inter-segment sales between different operating segments. Segment
profit/loss includes the Group’s share of profit/loss arising from the activities of the Group’s associates
and joint ventures. Reportable segment profit/loss excludes corporate income and expenses, finance costs
and change in fair value of a derivative financial instrument from the Group’s profit/loss before income tax.
Corporate income and expenses are income and expenses incurred by corporate headquarters which are not
allocated to the operating segments. Each of the operating segments is managed separately as the resources
requirement of each of them is different.

Segment assets include all assets with the exception of tax assets and corporate assets, including certain
cash and bank balances and other assets which are not directly attributable to the business activities of the
operating segments as these assets are managed on a group basis.

Segment liabilities include trade and other payables, accrued liabilities, amounts due to associates, joint
ventures and non-controlling interests and other liabilities directly attributable to the business activities of
the operating segments and exclude tax liabilities, corporate liabilities and liabilities such as borrowings,
amounts due to related companies, consideration payable for acquisition, a derivative financial instrument
and guaranteed notes payable that are managed on a group basis.
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CHINA OVERSEAS GRAND OCEANS GROUP LIMITED
NOTES TO THE CONDENSED FINANCIAL STATEMENTS (CONTINUED)

5. SEGMENT INFORMATION (CONTINUED)
Information regarding the Group’s reportable segments including the reportable segment revenue,
reportable segment profit/(loss), segment assets, segment liabilities, the reconciliation to profit before
income tax, total assets and total liabilities are as follows:

Property
investment and Property Other
development leasing segment  Consolidated
HK$’000 HKS$’000 HKS$’000 HK$°000
Six months ended 30 June 2017
(Unaudited)
Reportable segment revenue 8,904,036 98,789 26,362 9,029,187
Reportable segment profit/(loss) 1,347,915 69,943 (2,324) 1,415,534
Corporate income 436
Change in fair value of a derivative
financial instrument (492)
Finance costs (15,500)
Other corporate expenses (20,469)
Profit before income tax 1,379,509
As at 30 June 2017 (Unaudited)
Reportable segment assets 79,901,233 2,842,074 513,678 83,256,985
Tax assets 1,690,955
Corporate assets 564,350
Total consolidated assets 85,512,290
As at 30 June 2017 (Unaudited)
Reportable segment liabilities 35,213,450 87,464 8,660 35,309,574
Tax liabilities 5,325,390
Borrowings 22,719,120
Amounts due to related companies 6,107,309
Guaranteed notes payable 3,152,359
A derivative financial instrument 492
Other corporate liabilities 73,759
Total consolidated liabilities 72,688,003
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CHINA OVERSEAS GRAND OCEANS GROUP LIMITED
NOTES TO THE CONDENSED FINANCIAL STATEMENTS (CONTINUED)

S. SEGMENT INFORMATION (CONTINUED)

Property
investment and Property Other
development leasing segment Consolidated
HK$°000 HK$’000 HK$’000 HK$’000
Six months ended 30 June 2016
(Unaudited)
Reportable segment revenue 10,192,576 94,691 - 10,287,267
Reportable segment profit 1,340,159 78,410 - 1,418,569
Corporate income 1,852
Finance costs (12,820)
Other corporate expenses (24,155)
Profit before income tax 1,383,446
As at 31 December 2016 (Audited)
Reportable segment assets 76,247,871 2,748,957 491,353 79,488,181
Tax assets 1,316,815
Corporate assets " 548,719
Total consolidated assets 81,353,715
As at 31 December 2016 (Audited)
Reportable segment liabilities 31,025,345 80,097 15,896 31,121,338
Tax liabilities 5,326,721
Borrowings 19,973,611
Amounts due to related companies 8,641,033
Consideration payable for
acquisition 1,912,695
Guaranteed notes payable 3,148,508
Other corporate liabilities 44,509
Total consolidated liabilities 70,168,415
A Corporate assets as at 30 June 2017 included cash and bank balances amounting to HK$562,185,000 (31

December 2016: HK$403,248,000) which were managed on group basis.
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CHINA OVERSEAS GRAND OCEANS GROUP LIMITED
NOTES TO THE CONDENSED FINANCIAL STATEMENTS (CONTINUED)

6. PROFIT BEFORE INCOME TAX

Six months ended 30 June

2017 2016
(Unaudited) (Unaudited)
HK$’000 HK$°000
Profit before income tax is arrived at after
charging/(crediting):
Amortization:
Prepaid lease rental on land 4,395 84
Intangible assets # 2,194 2,304
Depreciation of property, plant and equipment 14,303 4,784
Total amortization and depreciation 20,892 7,172
Loss/(Gain) on disposal of property, plant and equipment 35 (1,605)
Staff costs 270,740 205,503
# included in "Cost of sales and services provided" in the condensed consolidated income statement

7. INCOME TAX EXPENSE
Six months ended 30 June

2017 2016
(Unaudited) (Unaudited)
HK$’000 HK$°000
Current tax for the period
Other regions of the PRC
- Enterprise income tax (“EIT”) 539,397 462,015
- Land appreciation tax (“LAT”) 282,641 447,403
822,038 909,418
Deferred tax (149,118) (168,318)
672,920 741,100

For the six months ended 30 June 2017, no Hong Kong profits tax has been provided as the Group did not
derive any estimated assessable profits in Hong Kong for the period (six months ended 30 June 2016: nil).

EIT arising from other regions of the PRC is calculated at 25% (six months ended 30 June 2016: 25%) on
the estimated assessable profits.

PRC LAT is levied at progressive rates from 30% to 50% (six months ended 30 June 2016: 30% to 60%)

on the estimated appreciation of land value, being the proceeds of sales of properties less deductible
expenditure including cost of land use rights and development and construction expenditure.
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CHINA OVERSEAS GRAND OCEANS GROUP LIMITED
NOTES TO THE CONDENSED FINANCIAL STATEMENTS (CONTINUED)

8.

DIVIDENDS

The Board has declared that an interim dividend of HK$0.01 (six months ended 30 June 2016: nil) per
share, amounting to HK$22,822,000 (six months ended 30 June 2016: nil), will be paid to the shareholders
of the Company whose names appear in the Register of Members on 1 September 2017.

At the reporting date, a dividend of HK$0.02 per share, amounting to HK$45,645,000 was recognized as a
liability as the final dividend for the financial year ended 31 December 2016. At 30 June 2016, no

dividend was recognized as a liability as the final dividend for the financial year ended 31 December 2015.

EARNINGS PER SHARE
The calculations of basic and diluted earnings per share attributable to owners of the Company are based
on the following data:

Earnings
Six months ended 30 June
2017 2016
(Unaudited) (Unaudited)
HK$°000 HK$°000
Earnings used in calculating basic and diluted earnings
per share 712,076 630,003

Weighted average number of ordinary shares
Six months ended 30 June

2017 2016
(Unaudited) (Unaudited)
’000 ’000
Weighted average number of ordinary shares used in
calculating basic and diluted earnings per share 2,282,240 2,282,240

Diluted earnings per share were the same as the basic earnings per share for the six months ended 30 June

2017 and 2016 as there were no dilutive potential ordinary shares in existence during both periods.
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CHINA OVERSEAS GRAND OCEANS GROUP LIMITED
NOTES TO THE CONDENSED FINANCIAL STATEMENTS (CONTINUED)

10. TRADE AND OTHER RECEIVABLES, PREPAYMENTS AND DEPOSITS
The ageing analysis of the Group’s trade receivables net of impairment allowance, based on invoice date
or when appropriate, date of transfer of property, is as follows:
30 June 2017 31 December 2016

(Unaudited) (Audited)

HK$’000 HKS$’000

30 days or below 1,093 1,452
31-60 days - 112
61-90 days - 999
91-180 days 29 2,090
181-360 days 1,318 53,250
Over 360 days 62,484 24,074
64,924 81,977

The credit terms in connection with sales of properties granted to the buyers are set out in the sale and
purchase agreements and vary for different agreements. Rentals receivable from tenants and service
income receivable from customers are generally due on presentation of invoices.

Overdue receivables are reviewed regularly by senior management and impairment provision would be

considered for those balances.

At the end of each reporting period, management reviews receivables for evidence of impairment on both
an individual and collective basis. Trade receivables which are neither past due nor impaired at the end of
the reporting period relate to a large number of unrelated customers who did not have a recent history of

default. Accordingly, no impairment provision is necessary in respect of these receivables.

11. TRADE AND OTHER PAYABLES

The ageing analysis of the Group’s trade payables based on invoice date is as follows:

30 June 2017 31 December 2016

(Unaudited) (Audited)
HKS$’000 HK$°000
30 days or below 4,029,835 4,917,833
31-60 days 100,352 192,017
61-90 days 47,395 102,733
91-180 days 537,315 531,806
181-360 days 1,293,168 1,013,025
Over 360 days 1,327,975 1,758,289
7,336,040 8,515,703
12. SHARE CAPITAL
Number of
ordinary shares
000 HK$°000
Issued and fully paid
Balance at 1 January 2016 (Audited), 31 December
2016 (Audited), 1 January 2017 (Unaudited) and
30 June 2017 (Unaudited) 2,282,240 2,144,018
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CHINA OVERSEAS GRAND OCEANS GROUP LIMITED

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions by Directors of
Listed Issuers (the “Model Code”) set out in Appendix 10 of the Listing Rules as the code of
conduct for dealings in securities of the Company by the Directors. Having made thorough
enquiry of the Directors, the Company can reasonably confirm that the Directors have
complied with the required standard set out in the Model Code throughout the six months
ended 30 June 2017.

CORPORATE GOVERNANCE

The Company always strives to raise the standard of its corporate governance and regards
corporate governance as part of value creation. This reflects the commitment of the Board
and senior management on abiding by the standards of corporate governance, as well as our
commitment to maintain transparency and accountability to maximise the value of our

shareholders as a whole.

Except for the deviations from codes A.4.1 and A.6.7, the Company has applied the
corporate governance principles and complied with all the code provisions (where applicable,
most of the recommended best practices) set out in Appendix 14 to the Listing Rules (“CG
Codes”) for the six months ended 30 June 2017.

CG Code A.4.1 stipulates that non-executive Directors should be appointed for a specific
term. Two non-executive Directors of the Company are not appointed for a specific term,
however, they are subject to retirement by rotation and re-election in accordance with the

articles of association of the Company.

In addition to the above deviation, the Company has not complied with CG Code A.6.7
which requires the independent non-executive directors to attend the general meeting. Due to
an overseas engagement, Dr. Timpson Chung Shui Ming, one of the independent
non-executive directors, was unable to attend annual general meeting of the Company held
on 23 May 2017. However, all other independent non-executive directors were present
thereat to be available to answer any question to ensure effective communication with

shareholders of the Company.

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

There was no purchase, sale or redemption of the Company’s listed securities by the

Company or any of its subsidiaries during the period ended 30 June 2017.
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CHINA OVERSEAS GRAND OCEANS GROUP LIMITED
REVIEW OF INTERIM REPORT BY AUDIT COMMITTEE

The Audit Committee of the Board has reviewed the Company’s unaudited interim results

for the six months ended 30 June 2017, and discussed with the Company’s management

regarding auditing, internal control and other important matters.

APPRECIATION

Taking this opportunity, I would like to thank my fellow directors, our staff, our

shareholders and business partners for their generous supports.

By Order of the Board

China Overseas Grand Oceans Group Limited
Yan Jianguo
Chairman and Non-Executive Director

Hong Kong, 10 August 2017

As at the date of this announcement, the board of directors of the Company comprises eight Directors, of
which three are executive Directors, namely, Mr. Zhang Guiqing, Mr. Paul Wang Man Kwan and Mr. Yang
Lin; two non-executive Directors, namely Mr. Yan Jianguo and Mr. Billy Yung Kwok Kee, and three
independent non-executive Directors, namely Dr. Timpson Chung Shui Ming, Mr. Jeffrey Lam Kin Fung and
Mr. Dantes Lo Yiu Ching.

This interim results announcement is published on the Company’s website (http://www.cogogl.com.hk), the
website of the Stock Exchange (http://www.hkexnews.hk) and the website of EQS TodayIR Limited
(http://www.todayir.com/en/showcases.php?code=81). The Interim Report will also be available at the
aforementioned websites before mid of September 2017 and will be despatched to shareholders of the Company
thereafter.
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