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ANNOUNCEMENT
INTERIM RESULTS FOR THE SIX MONTHS ENDED 30 JUNE 2017

INTERIM RESULTS

The Board of Directors of China Everbright Limited (the “Company”) announces the unaudited
results of the Company and its subsidiaries (collectively the “Group”) for the six months
ended 30 June 2017. The interim financial report is unaudited, but has been reviewed by Ernst
& Young (the auditor of the Company) 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,
whose review report will be included in the interim report to be sent to shareholders. The
interim financial report has also been reviewed by the Company’s Audit and Risk Management
Committee.



CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS

For the six months ended 30 June 2017

Continuing operations
Turnover

Operating income
Other net income
Staff costs
Depreciation expenses
Impairment loss on available-for-sale securities
Impairment loss on amount due from
an investee company
Other operating expenses

Profit from operations

Finance costs
Share of profits less losses of associates
Share of profits less losses of joint ventures
Loss on deemed disposal of interest

in an associate

Profit before taxation
Income tax

Profit from continuing operations

Discontinued operations
Profit from disposal group held for sale

Profit for the period

Profit attributable to equity shareholders of
the Company
Continuing operations
Discontinued operations

Non-controlling interests
Profit for the period

Basic and diluted earnings per share
Continuing operations
Discontinued operations

Notes

11

1 January to

1 January to

30 June 2017 30 June 2016
HK$°000 HKS$’°000
3,933,175 3,841,938

880,853 1,015,646
1,108,425 1,146,082
(190,858) (200,264)
(9,656) (12,057)
(43,187) (407,802)
- (3,811)
(175,597) (102,134)
1,569,980 1,435,660
(338,562) (238,622)
505,794 565,329
30,652 6,973
- (17,697)
1,767,864 1,751,643
(191,981) (203,071)
1,575,883 1,548,572
11,249 94,570
1,587,132 1,643,142
1,463,883 1,335,501
26,265 75,891
1,490,148 1,411,392
96,984 231,750
1,587,132 1,643,142
HK$0.869 HK$0.792
HK$0.015 HK$0.045
HK$0.884 HK$0.837




CONDENSED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

For the six months ended 30 June 2017

Profit for the period

Other comprehensive income for the period:

Items that may be reclassified subsequently to

profit or loss

— Net movement in investment revaluation
reserve of available-for-sale securities

— Share of other comprehensive income of
associates

— Share of other comprehensive income of
joint ventures

— Exchange reserve

Total comprehensive income for the period

Attributable to:
Equity shareholders of the Company
Non-controlling interests

Total comprehensive income for the period

1 January to

1 January to

30 June 2017 30 June 2016
HK$°000 HKS$’000
1,987,132 1,643,142
(764,549)  (2,678,986)
107,857 (320,345)
(29,245) 52,092
568,887 (306,747)

. (17,050) (3,253,986)
1,470,082 (1,610,844)
1,402,974 (1,572,292
67,108 (38,552)
1,470,082 (1,610,844)




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at 30 June 2017

30 June 31 December
2017 2016
Notes HK$°000 HK$’000
Non-current assets
Property, plant and equipment 469,127 475,376
Investment properties 44,600 78,700
Amount due from an associate 9(c) 1,000,000 1,000,000
Amounts due from investee companies 12 242,474 276,698
Investments in associates 9a) 17,486,587 16,087,252
Investments in joint ventures 10(a) 582,434 351,445
Available-for-sale securities 11 13,771,410 15,113,907
Financial assets designated at fair value
through profit or loss 12 21,677,036 16,469,069
Advances to customers 13 495,863 572,130
Finance lease receivables - 20,138
55,769,531 50,444,715
Current assets
Financial assets designated at fair value
through profit or loss 12 483,055 737,250
Advances to customers 13 3,516,920 1,174,508
Finance lease receivables 40,062 38,565
Amount due from an associate 9(c) 258,701 1,648,988
Debtors, deposits and prepayments 14 976,537 3,331,336
Trading securities 15 1,586,347 1,103,311
Cash and cash equivalents 2,570,149 5,959,534
9,431,771 13,993,492
Assets classified as held for sale 5 3,637,174 3,057,129
13,068,945 17,050,621
Current liabilities
Amounts due to investee companies 12 4,769) (211,632)
Amount due to an associate 9(d) - (44,896)
Amount due to a joint venture 10(c) (45,393) -
Trading securities 15 (99,080) (151,826)
Bank loans 16 (3,754,520) (4,147,432)
Creditors, deposits received and accrued charges 17 (1,847,669) (1,226,925)
Other financial liabilities 21(b) (2,370,697) (2,217,119)
Notes payable (27,000) (27,000)
Provision for taxation (439,320) (1,046,821)
(8,588,448) (9,073,651)




30 June 31 December

2017 2016
Notes HK$’000 HK$’000
Liabilities classified as held for sale 5 (1,446,068) (955,708)

(10,034,516)  (10,029,359)

Net current assets 3,034,429 7,021,262
Total assets less current liabilities 58,803,960 57,465,977
Non-current liabilities
Bank loans 16 (8,106,689) (6,387,706)
Other financial liabilities 21(b) (1,233,232) (1,443,893)
Notes payable (30,000) (30,000)
Bond payable 18 (9,083,200) (8,998,400)
Deferred tax liabilities (1,027,270) (1,119,583)

(19,480,391)  (17,979,582)

NET ASSETS 39,323,569 39,486,395
CAPITAL AND RESERVES

Share capital 20 9,618,097 9,618,097

Reserves 28,068,220 27,591,394
Total equity attributable to

equity shareholders of the Company 37,686,317 37,209,491
Non-controlling interests 1,637,252 2,276,904
TOTAL EQUITY 39,323,569 39,486,395




CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
For the six months ended 30 June 2017

Note

As as | Janvary 2017

Net investment by non-
controlling shareholders
Dividend paid 6(b)
Share of capital reserve of
an associate
Profit for the period
Other comprehensive income
for the period

Asat 30 June 2017

As as | Janary 2016

Net investment by non-
controlling shareholders
Dividend paid 6(b)
Share of capital reserve of
an associate
Profit for the period
Other comprehensive income
for the period

Asat 30 June 2016

Attributable to equity shareholders of the Company

Option  Investment Non-

Share  premium  revaluation  Goodwill Capitl ~ Exchange  Refained controlling Total
capital Teserve Teserve Teserve Teserve Teserve earnings Total inferests equity
HES'000  HKS'000  HES'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000
s LMD BG4 GI0fe (S WS S0 LU B4695
- - - - (93.94) - - (9394)  (T06,760)  (800,684)

- - - - - - (4202 (842,627) - (842600

- - - - 10,403 - - 10,403 - 10,403

- - - - - - 1490048 1490,148 96,984 1,587,132

- - (S88589) - - 1414 - @714 (9876 (17,050
9,618,097 142 7550084 (668499)  (494.07) 46,500 21,0403 31686317 1637052 39,323,569
JSisWn L LS - (GR4)  (RM BITS  IBIGNT - B 3% au0
- - - - - - - - (110 (7137.026)

- - - - - - (B2027)  (B42.827) - (342600

- - - - (107,984) - - (107,984) - (107,984)

- - - - - - L4392 TAIL39 BIS0 L4314

- - (2672.061) - - (311423 - (2983884 (270302)  (3,293.980)
9,018,097 L4 9014578 (668499)  (367324) 510331 18734836 36843260 2805766 39,649,028




CONDENSED CONSOLIDATED STATEMENT OF CASH FLOWS

For the six months ended 30 June 2017

Operating activities
Cash generated from/(used in) operations
Tax paid

Net cash generated from/(used in) operating activities

Investing activities

Purchase of available-for-sale securities

Proceeds from disposal of available-for-sale securities

Purchase of financial assets designated at fair value
through profit or loss

Proceeds from disposal of financial assets
designated at fair value through profit or loss

Decrease in other financial liabilities

Investment in associates and a joint venture

Proceeds from disposal of an associate

Other cash flows arising from investing activities

Net cash (used in)/generated from investing activities

Financing activities

Net proceeds from bank loans

Dividend paid

Dividend paid to non-controlling shareholders

Repayment of loan from a fellow subsidiary and
a shareholder

Other cash flows arising from financing activities

Net cash used in financing activities
Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents

Beginning of the period

Exchange rate adjustments

End of the period

1 January to

1 January to

30 June 2017 30 June 2016
HK$’000 HK$’000
1,011,497 (525,587)

(739,371) (133,892)
272,126 (659,479)
(20,813) (512,662)

1,546,277 1,531,784
(6,501,295) (3,941,022)
1,875,275 3,640,889
(66,253) (340,993)
(915,468) -
- 100,000

659,986 986,592
(3,422,291) 1,464,588
1,326,071 1,876,604
(842,627) (842,627)
(701,268) -
- (1,000,000)
(765) (206,467)
(218,589) (172,490)
(3,368,754) 632,619
5,959,534 4,688,256
(20,631) (25,224)
2,570,149 5,295,651




NOTES TO THE FINANCIAL REPORT

1.

BASIS OF PRESENTATION

The unaudited interim financial report has been prepared in accordance with the applicable disclosure
provisions of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited,
including compliance with Hong Kong Accounting Standard (“HKAS”) 34, Interim Financial Reporting,
issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA™). It was authorised by the
Board for issuance on 30 August 2017.

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

- The Company’s auditor, Ernst & Young, 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 (3) of the Hong Kong Companies Ordinance.

The unaudited interim financial report has been prepared in accordance with the same accounting policies
adopted in the 2016 annual financial statements, except for those described in note 2.

Classification of operating segment units under the Business Segment Analysis have been revised to
conform to the latest business model of the Group. This classification is reported on the same basis as is

used by management to analyse its business performance.

The comparative information of the above has been restated to conform to the current year’s presentation.



CHANGES IN ACCOUNTING POLICIES AND DISCLOSURE

The HKICPA has issued a number of revised Hong Kong Financial Reporting Standards (“HKFRSs”),
which are generally effective for accounting periods beginning on or after 1 January 2017.

The Group has adopted the following revised HKFRSs, for the first time for this interim period:

Amendments to HKAS 7 Disclosure Initiative
Amendments to HKAS 12 Recognition of Deferred Tax Assets for Unrealised Losses

Amendments to HKAS 7 require an entity to provide disclosures that enable users of financial statements
to evaluate changes in liabilities arising from financing activities, including both changes arising from
cash flows and non-cash changes. The Group is not required to provide additional disclosure in its
interim condensed consolidated financial statements, but will disclose additional information in its annual
consolidated financial statements for the year ending 31 December 2017.

Amendments to HKAS 12 were issued with the purpose of addressing the recognition of deferred tax assets
for unrealised losses related to debt instruments measured at fair value, although they also have a broader
application for other situations. The amendments clarify that an entity, when assessing whether taxable
profits will be available against which it can utilise a deductible temporary difference, needs to consider
whether tax law restricts the sources of taxable profits against which it may make deductions on the reversal
of that deductible temporary difference. Furthermore, the amendments provide guidance on how an entity
should determine future taxable profits and explain the circumstances in which taxable profit may include
the recovery of some assets for more than their carrying amount. The amendments do not have any material
impact on the Group.



TURNOVER, OPERATING INCOME AND OTHER NET INCOME

Turnover from operations represents the aggregate of service fee income, interest income, dividend income,

rental income from investment properties, rental income from finance lease and gross sale proceeds from

disposal of trading securities of secondary market investments.
Operating income and other net income recognised during the period are as follows:

1 January to

1 January to

30 June 2017 30 June 2016
HK$°000 HK$’000
Operating income
Consultancy and management fee income 107,381 164,485
Interest income on financial assets not at fair value through profit or loss
— bank deposits 41,002 27,471
— advances to customers 105,360 85,222
— unlisted debt securities 17,549 15,476
Dividend income
— listed investments 187,852 400,889
— unlisted investments 311,315 295,325
Net realised gain/(loss) on trading securities
— equity securities 37,756 30,318
— debt securities 6,279 2,331
— derivatives (49) 133
Net unrealised gain/(loss) on trading securities
— equity securities 53,997 (14,084)
— debt securities 9,250 716
— derivatives 71 2,475
Rental income from investment properties 1,523 2,099
Rental income from finance lease 1,567 2,790
880,853 1,015,646
Other net income
Net realised gain on disposal of available-for-sale securities 1,128,760 663,374
Net realised gain on disposal of financial assets designated
at fair value through profit or loss 87,253 137,945
Net realised loss on discharge of financial liability designated
at fair value through profit or loss (202,996) -
Changes in unrealised profit or loss on financial assets designated
at fair value through profit or loss 83,262 (48,070)
Reversal of impairment loss on debtors, deposits and prepayments 5,657 -
Reversal of impairment loss on an amount due from an investee company 7,382 -
Realised gain on disposal of an associate - 343,031
Net exchange (loss)/gain (13,343) 44,119
Others 12,450 5,683
1,108,425 1,146,082
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INCOME TAX
The provision for Hong Kong profits tax is calculated at 16.5% (2016: 16.5%) of the estimated assessable
profits for the six months ended 30 June 2017. Taxation for overseas subsidiaries is calculated at the

appropriate current rates of taxation in the relevant jurisdictions.

The amount of taxation charged to the condensed consolidated statement of profit or loss represents:

1 January to 1 January to
30 June 2017 30 June 2016
HK$°000 HK$’000
Continuing operations
Current taxation
— Hong Kong profit tax (1,014) (8,320)
— Overseas taxation (143,059) (224,139)
— Over provision in respect of Hong Kong profits tax in prior years 4,047 12,201
Deferred taxation
— Deferred taxation relating to the reversal and origination of
temporary differences (51,955) 17,187
Income tax (191,981) (203,071)

DISCONTINUED OPERATIONS

As at 30 June 2017, the Group classified equity interest in the following investments as disposal group held
for sale (the “Disposal Group™), with a view to hold them for resale within one year.

. Lapmaster Group Holdings, LLC (“Lapmaster”)
. bt [ RS E M A /A 7] (“Huichen™)
J Tirana International Airport SHPK (“Tirana Airport”)

On 6 November 2015, the Group acquired 59% equity interest in Lapmaster and intends to transfer its equity
interest in Lapmaster to CEL Global Investment Fund in second half of 2017. Lapmaster is headquartered
in Chicago, USA, and is a developer and manufacturer for highly engineered precision surface finishing
equipment and consumables with global presence.

On 21 September 2016, the Group acquired 67.27% equity interest in Huichen, with a view to resell to
the Haimen Everbright Senior Healthcare Investment Fund within one year. Huichen is headquartered in
Beijing, PRC, and provides integrated senior health care services including elderly health care, geriatric
treatment, rehabilitation and community services. The Group is in the process of setting up the Haimen
Everbright Senior Healthcare Investment Fund.

—11 =



On 6 October 2016, the Group acquired 100% equity interest in Tirana Airport with a view to resell to the
Everbright Overseas Infrastructure Investment Fund LP within one year. Tirana Airport is the only officially
operated civil airport in Albania.

The above equity interests meet the criteria to be classified as held for sale on acquisition in accordance with
HKFRS 5 — Non-current Assets Held for Sale and Discontinued Operations. A single amount is presented
on the face of the Group’s condensed consolidated statement of profit or loss, which comprises the post-
tax profit or loss of the Disposal Group and the post-tax gain or loss recognised on the measurement to fair
value less costs to sell, or on the disposal, of the Disposal Group constituting the discontinued operations
(if any). The aggregate balances of assets and liabilities of the Disposal Group have been presented in the
Group’s condensed consolidated statement of financial position as assets classified as held for sale and
liabilities classified as held for sale respectively.

DIVIDENDS

(a) Dividends payable to equity shareholders of the Company attributable to the period

1 January to 1 January to
30 June 2017 30 June 2016
HK$°000 HK$’000
— Interim dividend declared after the end of the reporting period
of HK$0.25 (2016: HK$0.25) per share 421,313 421,313

Subsequent to the period end, the Board of Directors declared an interim dividend of HK$0.25
per share (2016: HK$0.25 per share) for the six months period ended 30 June 2017. The declared
dividend is not reflected as dividend payable in the financial statements.

(b) Dividends payable to equity shareholders of the Company attributable to the previous financial
year, approved and paid during the period

1 January to 1 January to
30 June 2017 30 June 2016
HK$°000 HK$’000
— Final dividend in respect of the previous financial year,
approved and paid during the period of HK$0.5
(2016: HK$0.5) per share 842,627 842,627

—12 —



OTHER COMPREHENSIVE INCOME

1 January to 1 January to
30 June 2017 30 June 2016
HK$°000 HK$’000
Available-for-sale securities:
Changes in fair value recognised during the period 321,024 (2,423,414)
Reclassification adjustments for amounts transferred to profit or loss:
— gain on disposal (1,128,760) (663,374)
— impairment loss 43,187 407,802
Net movement in investment revaluation reserve during the period
recognised in other comprehensive income (764,549) (2,678,986)

EARNINGS PER SHARE
Basic and diluted earnings per share

The calculation of basic and diluted earnings per share for the six months period ended 30 June 2017 is
based on the profit attributable to equity shareholders of the Company for continuing and discontinued
operations of HK$1,463,883,000 and HK$26,265,000 respectively (six months ended 30 June 2016: for
continuing operations and discontinued operations of HK$1,335,501,000 and HK$75,891,000 respectively)
and the weighted average number of 1,685,253,712 shares (six months ended 30 June 2016: 1,685,253,712
shares) in issue during the period.

INVESTMENTS IN ASSOCIATES
(a) Investments in associates

30 June 31 December

2017 2016
HK$°000 HK$’000
Carrying value, net 17,486,587 16,087,252

~ 13—



(b)

As at 30 June 2017, particulars of principal associates of the Group are as follows:

Percentage
of equity
Place of interest
incorporation/ Principal held by the
Name of associate operation activities Company
Everbright Securities Company Limited* The PRC Securities 24.71%
(“Everbright Securities™) operations
(note 1)
China Aircraft Leasing Group Holdings Cayman Islands Investment holding 33.6%"
Limited” (“CALGH”) (note 2)
Vg 5 B E 36 (AR B ey A BR 22 W] #¥ The PRC Real estate 24.33%"
(“Jiabao Group”) development/
real estate asset
management
(note 3)

##

###

Note 1:

Note 2:

Note 3:

Market value of the shares listed in mainland China as at 30 June 2017 was equivalent to
HK$19,312,021,000 (31 December 2016: HK$20,490,040,000).

Market value of the shares listed in Hong Kong as at 30 June 2017 was HK$2,071,119,000
(31 December 2016, HK$1,766,380,000).

Market value of the shares listed in mainland China as at 30 June 2017 was equivalent to
HK$3,990,562,000 (31 December 2016: HK$2,132,201,000).

Held indirectly

Everbright Securities is the Group’s strategic investment to capitalise on the growth of
securities markets in mainland China and Hong Kong.

CALGH is an associate of the Group to capture multiple opportunities along the aircraft
value chain arising from the rapid growth of aviation industry. CALGH’s lease offerings
are complemented by fleet planning consultation, structured leasing, aircraft trading and re-
marketing and aircraft disassembly.

Jiabao Group is the Group’s strategic industry investment to capitalise on the growth of real
estate development and asset management in mainland China.
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For the six months ended 30 June 2017, Everbright Securities has recorded an after tax profit of
RMB1,237 million (six months ended 30 June 2016: RMB1,515 million) and the Group’s share of
profit under equity accounting method, amounted to HK$346 million (six months ended 30 June
2016: HK$524 million).

All of the above associates are accounted for using the equity method in the condensed consolidated
financial statements.

(c) Amounts due from associates

Amount due from an associate under non-current assets is unsecured, interest-free and has no fixed
terms of repayment.

Amount due from an associate under current assets is unsecured, interest-free and repayable within
one year.

(d) Amount due to an associate
Amount due to an associate was unsecured, interest-free and had no fixed terms of repayment.
10. INVESTMENTS IN JOINT VENTURES
(a) Investments in joint ventures

30 June 31 December

2017 2016
HK$°000 HK$’000
Carrying value, net 582,434 351,445
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(b)

(o)

As at 30 June 2017, details of the Group’s principal investments in joint ventures are mainly as

follows:
Percentage of
Place of equity interest
incorporation/ Principal Particulars of held by the
Name of joint venture operation activities issued capital Company
Everbright Guolian Capital ~ The PRC Venture capital and RMB320,000,000 50.0%*
Company Limited investment advisory
services (note 1)
G- S RATE X8, The PRC Fund management RMB200,000,000 48.0%*
HEEHARA A services (note 2)
R The PRC Investment holding RMB120,000,000 49.0%*
AR F] (note 3)

Note 1:

Note 2:

Note 3:

Held indirectly

Everbright Guolian Capital Company Limited is a joint venture of the Group to provide
investment advisory services to a joint venture fund in mainland China.

LR e S B B AT PR /A A is a joint venture of the Group to provide fund
management service to an industrial sector investment fund in mainland China.

A E EE A BR /A A is one of the Group’s assets management companies. The
Group’s equity interest was increased from 35% to 49% during the period due to additional
purchase. In addition, given that the relevant activities required more than two-third of the
board members’ approval, the Group obtained additional power from the composition of
board members. Accordingly, unanimous consent from both parties shall be obtained to
direct the relevant activities. The investment was reclassified from investments in associates
to investment in joint ventures.

All of the above joint ventures are unlisted corporate entities whose quoted market prices were

not available as at 30 June 2017. They are accounted for using the equity method in the condensed

consolidated financial statements.

Amount due to a joint venture

Amount due to a joint venture is unsecured, interest-free and has no fixed terms of repayment.

~16 -



11. AVAILABLE-FOR-SALE SECURITIES

At fair value:
Listed equity securities
— in Hong Kong
— outside Hong Kong

Unlisted equity securities/collective investment schemes

— outside Hong Kong
Listed debts securities
— outside Hong Kong
At cost @:
Unlisted equity securities

30 June 31 December
2017 2016
HK$’000 HK$’000
402,282 598,854
9,003,145 10,231,612
4,365,983 3,777,259
- 67,213

- 438,969
13,771,410 15,113,907

(1) As at 31 December 2016, the investments were measured at cost less impairment because the fair

value cannot be reliably measured.

The Group’s investments in listed equity securities with fair values of HK$738,086,000, HK$147,390,000
and HK$440,213,000 are subject to a lock-up provision which restricted the Group from selling the equity

securities on or before 7 November 2017, 5 May 2018 and 19 May 2018 respectively.

As at 30 June 2017, certain of the Group’s available-for-sale equity securities were individually determined

to be impaired on the basis of a significant or prolonged decline in their fair value below cost. Impairment
loss of HK$43,187,000 (2016: HK$407,802,000) was charged to the profit or loss.

Fair value of available-for-sale securities that were

individually determined to be impaired as at period/year end:

Listed equity securities

— in Hong Kong

— outside Hong Kong
Unlisted equity securities

30 June 31 December
2017 2016
HK$’000 HK$’000
402,282 390,893
587,603 431,544
426,678 457,836
1,416,563 1,280,273
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12.

The Group held the following principal available-for-sale securities as at 30 June 2017:

Effective

equity

interest

Place of Principal held by the

Company name incorporation activities Group
China Everbright Bank Company Limited The PRC Banking operations 3.37%

(“Everbright Bank™) @

@) As at 30 June 2017, the carrying value of interests in Everbright Bank exceeded 10% of total assets
of the Group.

FINANCIAL ASSETS DESIGNATED AT FAIR VALUE THROUGH PROFIT OR LOSS

30 June 31 December

2017 2016
HK$°000 HK$’000
Non-current assets
At fair value:
Listed equity securities
—in Hong Kong 55,523 66,018
— outside Hong Kong 431,563 475,975
Unlisted equity securities/collective investment schemes
— outside Hong Kong 16,259,053 13,251,988
Unlisted convertible preference shares
— outside Hong Kong 1,249,631 1,013,743
Unlisted debt securities
— outside Hong Kong 3,681,266 1,661,345

21,677,036 16,469,069

Current assets
At fair value:
Unlisted equity securities/collective investment schemes
— outside Hong Kong 483,055 737,250

As at 30 June 2017, the Group’s listed and unlisted equity securities amounting to a fair value of
HK$12,371,802,000 (31 December 2016: HK$10,892,302,000) were investments in associates and joint
ventures. The Group was exempted from applying the equity method to these investments and they were
recognised as financial assets designated at fair value through profit or loss.

As at 30 June 2017, balances of HK$242,474,000 (31 December 2016: HK$276,698,000) were amounts
due from investee companies which were associates recognised as financial assets designated at fair value
through profit or loss. The amounts due from these investee companies are unsecured, interest-free and have
no fixed terms of repayment.
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13.

As at 30 June 2017, balances of HK$4,769,000 were amounts due to investee companies (31 December
2016: HK$211,632,000) which were associates recognised as financial assets designated at fair value
through profit or loss. The amounts due to investee companies are unsecured, interest-free and have no fixed
terms of repayment.

The Group purchased certain unlisted financial assets designated at fair value through profit or loss at a
purchase price which was below the fair value at inception that would be determined at that date using a
valuation technique. According to the Group’s accounting policy, the difference yet to be recognised in the
profit or loss at the beginning and the end of the period/year is as follows:

2017 2016

HK$°000 HK$’000

As at 1 January 716,824 784,743
Addition for the period/year 222,918 220,806
Released during the period/year - (286,361)
Exchange adjustment 17,368 (2,364)
As at 30 June 2017/31 December 2016 957,110 716,824

ADVANCES TO CUSTOMERS

30 June 31 December

2017 2016
HK$°000 HK$°000
Non-current assets
Term loans to customers
— secured 461,801 572,130
— unsecured 34,062 -
495,863 572,130
Current assets
Term loans to customers
— secured 2,643,369 1,155,772
Less: impairment loss (43,316) (43,316)
2,600,053 1,112,456
— unsecured 916,867 62,052
3,516,920 1,174,508

Certain term loans to customers are secured by listed and unlisted securities with third party guarantees (see
note 24(a)).

Except to the above, there were no significant receivables, that were aged, or requiring impairment
provision as at 30 June 2017 and 31 December 2016.
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14. DEBTORS, DEPOSITS AND PREPAYMENTS

Accounts receivable, net

Deposits, prepayments, interest and other receivables

Less: allowance for doubtful debts

30 June 31 December
2017 2016
HK$’000 HK$’000
264,836 2,876,215
722,753 466,173
987,589 3,342,388
(11,052) (11,052)
976,537 3,331,336

Accounts receivable are mainly amounts due from brokers, collectable in cash within one year and

divestment proceeds receivable.

As at 30 June 2017 and 31 December 2016, the Group’s receivable of HK$11,052,000 was individually

determined to be impaired.

15. TRADING SECURITIES

Current assets
At fair value:
Listed equity securities
— in Hong Kong
— outside Hong Kong
Listed debt securities
— in Hong Kong
— outside Hong Kong
Unlisted investment fund
Unlisted debt securities

Derivatives
— unlisted

Current liabilities
At fair value:
Listed equity securities
— in Hong Kong
— outside Hong Kong
Listed debt securities
— outside Hong Kong

Unlisted debt securities

Derivatives
— listed
— unlisted

30 June 31 December
2017 2016
HK$’000 HK$’000
381,582 259,807
401,938 234,903
10,167 113,268
737,617 458,591
47,353 -
6,077 33,018
1,613 3,724
1,586,347 1,103,311
(37,481) (34,677)
(38,202) (39,527)
(7,636) (71,052)
(15,307) -
- (62)
(454) (6,508)
(99,080) (151,826)
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16.

17.

18.

BANK LOANS
As at 30 June 2017 and 31 December 2016, the bank loans were unsecured.
Repayable details as follows:

30 June 31 December

2017 2016

HK$’000 HK$’000

Within 1 year 3,754,520 4,147,432
After 1 year but within 5 years 8,106,689 6,387,706

11,861,209 10,535,138

CREDITORS, DEPOSITS RECEIVED AND ACCRUED CHARGES

30 June 31 December

2017 2016
HK$°000 HK$°000
Creditors, deposits received and accrued charges 1,847,669 1,226,925

As at 30 June 2017 and 31 December 2016, creditors, deposits received and accrued charges included bonus
payable to staff.

BOND PAYABLE

On 8 June 2016, the Board resolved to approve the proposed issue of the corporate bonds with aggregate
principal amount of not more than RMB12,800 million. On 25 July 2016, the Company completed the issue
of the first tranche of unsecured corporate bonds with an aggregate principal amount of RMB4,000 million
(the “First Tranche Corporate Bonds”), of which RMB1,000 million was issued as the “Type 1 Bonds” at a
coupon rate of 2.92% per annum, and RMB3,000 million was issued as the “Type 2 Bonds” at a coupon rate
of 3.24% per annum, both payable annually in arrears and will mature on 22 July 2021.

Type 1 Bonds of the First Tranche Corporate Bonds was issued at par, the Company has the option to adjust
the coupon rate and the investors have the option to sell back to the Company after 22 July 2019. Type 2
bonds of First Tranche Corporate Bonds was issued at par.

On 24 November 2016, the Company completed the issue of the second tranche of unsecured corporate
bonds with an aggregate principal amount of RMB4,000 million (the “Second Tranche Corporate Bonds”),
of which RMB2,000 million was issued as the “Type 1 Bonds™ at a coupon rate of 3.22% per annum, and
RMB2,000 million was issued as the “Type 2 Bonds” at a coupon rate of 3.37% per annum, both payable
annually in arrears and will mature on 23 November 2022 and 23 November 2023, respectively.

Type 1 Bonds of the Second Tranche Corporate Bonds was issued at par, the Company has the option to
adjust the coupon rate and the investors have the option to sell back to the Company after 23 November
2019. Type 2 Bonds of the Second Tranche Corporate Bonds was issued at par, the Company has the option
to adjust the coupon rate and the investors have the option to sell back to the Company after 23 November
2020.
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19.

Both the First Tranche Corporate Bonds and the Second Tranche Corporate Bonds are listed in the Shanghai
Stock Exchange. As at 30 June 2017, the notional amount of the outstanding bond were HK$9,083 million
(31 December 2016: HK$8,998 million), equivalent to RMB8,000 million with amortised cost of HK$9,083
million (31 December 2016: HK$8,998 million) in condensed consolidated statement of financial position.

MATURITY PROFILE

The maturity profile of the Group’s financial instruments as at the end of the reporting period, based on the

contractual discounted payments, is as follows:

As at 30 June 2017

Assets
— Advances to customers
- Finance lease receivables
- Trading securities
— Available-for-sale securities
- Financial assets designated at
fair value through profit or loss
— Cash and cash equivalents

Liabilities
- Bank loans
- Other financial liabilities
- Trading securities
- Bond payable
— Notes payable

1yearor 5 years or
less but less but
Repayable 3 months over over After

Indefinite  on demand orless 3 months 1 year 5 years Total
HK$000  HK$°000  HK$000  HK$000  HK$000  HK$000  HKS$000
37,528 - 1,234,351 2,245,041 495,863 - 4,012,783
- - 9,795 30,267 - - 40,062
832,283 - 754,064 - - - 1,586,347
13,771,410 - - - - - 13,771,410
21,677,036 - - 483,055 - - 22,160,091
- 2,338,719 231,430 - - - 2,570,149
36,318,257 2,338,719 2,229,640 2,758,363 495,863 - 44,140,842
- - - (3,754,520) (8,106,689) - (11,861,209)
- (1,899,797)  (179,164)  (291,736) - (1,233,232)  (3,603,929)
(76,137) - (22,943) - - - (99,080)
- - - - (4,541,600) (4,541,600) (9,083,200)
- (27,000) - - (30,000) - (57,000)
(76,137)  (1,926,797)  (202,107)  (4,046,256) (12,678,289) (5,774,832) (24,704,418)
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20.

As at 31 December 2016

Assets
— Advances to customers
— Finance lease receivables
- Trading securities
— Available-for-sale securities
- Financial assets designated at
fair value through profit or loss
— Cash and cash equivalents

Liabilities
- Bank loans
- Other financial liabilities
- Trading securities
- Bond payable
- Notes payable

SHARE CAPITAL

Ordinary shares issued and fully paid:

End of period/year

lyearor 5 years or
less but less but
Repayable 3 months over over After
Indefinite  on demand or less 3 months 1 year 5 years Total
HK$°000 HK$°000 HK$’000 HK$’000 HK$°000 HK$°000 HK$°000
37,353 194,472 62,054 880,629 572,130 - 1,746,638
- - 9,443 29,122 20,138 - 58,703
498,424 - 604,887 - - - 1103311
15,046,694 - - - 67,213 - 15,113,907
16,469,069 - - 737,250 - - 17,206,319
- 3201,857 2,757,677 - - - 5959,534
32,051,540 3,396,329 3,434,061 1,647,001 659,481 - 41,188,412
- - (L,075772)  (3,071,660) (6,387,706) - (10,535,138)
- (1,891,976) - (325,143)  (230422) (1,213471) (3,661,012)
(80,774) - (71,052) - - - (151,826)
- - - - (4499,200) (4,499,200)  (8,998,400)
- (27,000 - - (30,000 - (57,000
(80,774)  (1,918,976)  (1,146,824)  (3,396,803) (11,147,328) (5,712,671) (23,403,376)
30 June 2017 31 December 2016
No. of shares No. of shares
(C000) HK$°000 (’000) HK$°000
1,685,254 9,618,097 1,685,254 9,618,097
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21. MATERIAL RELATED PARTY TRANSACTIONS

(a)  The following transactions were entered into with related parties during the period:

1 January to

30 June 2017
HK$°000
Management fee received from:
— a joint venture 614
— associates exempted from applying the equity method
and was recognised as a financial asset designated
at fair value through profit or loss 51,019
Loan interest income from:
— associates exempted from applying the equity method
and were recognised as financial assets designated
at fair value through profit or loss 18,848
Bank interest income from a fellow subsidiary/a related party bank 10,961
Advisory income from associates 11,024
Dividend income from:
— associates exempted from applying
the equity method and was recognised as a financial asset
designated at fair value through profit or loss 177,369
— a fellow subsidiary/a related party bank 174,997
Bank loan interest expense to a fellow subsidiary/
a related party bank 10,624
Interest expense to a fellow subsidiary and a shareholder -
Consultancy fee to an associate 9,759

1 January to
30 June 2016
HK$°000

1,670

2,497

10,636

4,636

5,464

67,663

352,667

8,699

4,597
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(b)

()

(d

Except as disclosed elsewhere in the financial statements, included in the condensed consolidated
statement of financial position are the following balances with related parties:

30 June 31 December
2017 2016
HK$’000 HK$’000

Amounts due from associates (included in debtors, deposits and

prepayments) 16,992 295,098
Amounts due from associates exempted from applying the equity

method and was recognised as a financial asset designated at

fair value through profit or loss (included in debtors,

deposits and prepayments) 44,369 74,883
Loans to associates exempted from applying the equity method

and was recognised as a financial asset designated at fair value

through profit or loss (included in advances to customers) 210,242 209,262
Bank deposit with a fellow subsidiary/a related party bank 1,160,766 1,451,293
Bank loan from a fellow subsidiary/a related party bank (701,352) (775,650)
Other financial liabilities due to an associate (1,899,797) (1,891,976)
Interests in collective investment schemes issued by an associate

(included in available-for-sale securities) 639,652 633,680

Interests in collective investment schemes issued by an associate
(included in financial assets designated at fair value through
profit or loss) 2,769,617 2,552,544

Amounts due from associates arose in the ordinary course of securities trading business, and are
unsecured, interest-bearing and repayable upon demand.

Loans to associates exempted from applying the equity method and are recognised as a financial asset
designated at fair value through profit or loss are secured, interest-bearing and are fixed repayment
terms.

Transactions with other PRC state-owned entities

The Group operates in an economic regime currently predominated by entities directly or indirectly
owned by the PRC government through its government authorities, agencies, affiliations and other
organisations (“State-owned Entities”). Transactions with other State-owned Entities include but are
not limited to: lending and deposit taking; insurance and redemption of bonds issued by other State-
owned Entities; purchase, sale and leases of properties and other assets; and rendering and receiving
of utilities and other services.

The Group is of the opinion that none of these transactions are material related party transactions that
require separate disclosure.

Certain related party transactions above constitute connected transaction or continuing connected
transaction as defined in chapter 14A of the Listing Rules.
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22.

23.

CONTINGENT LIABILITIES

Corporate guarantee

30 June 31 December

2017 2016
Note HK$°000 HK$’000

Guarantee given by the Company to financial institutions in
respect of banking facilities granted to subsidiaries i 10,136,944 4,490,425

Note:

1. The Group’s subsidiaries have utilised these banking facilities of HK$6,307,392,000 as at 30 June
2017 (31 December 2016: HK$4,103,530,000).

COMMITMENTS
(a) Capital commitments
As at 30 June 2017, the Group had capital commitments as follows:

30 June 31 December

2017 2016
HK$°000 HK$’000
Contracted but not provided for 3,072,307 6,851,527

(b)  Operating lease commitments

As at 30 June 2017, the Group had future aggregate minimum lease payments under non-cancellable
operating leases as follows:

30 June 31 December

2017 2016

HK$°000 HK$’000

Within 1 year 5,531 7,226
After 1 year but within 5 years 388 296
5,919 7,522
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24.

(c) Off-balance sheet exposure

The fair values and the contractual or notional amounts of the Group’s trading equity derivatives
outstanding at 30 June 2017 are detailed as follows:

Fair value assets/ Contractual/
(liabilities) notional amounts
30 June 31 December 30 June 31 December
2017 2016 2017 2016
HK$°000 HK$’000 HK$’000 HK$’000
Asset derivative contracts 1,613 3,724 56,013 179,003
Liability derivative contracts (454) (6,570) 26,843 338,047

The financial instruments become favourable (assets) or unfavourable (liabilities) as a result of
fluctuations in market prices of the underlying instruments relative to their terms.

Notional amounts of these financial instruments provide a basis for comparison with instruments
recognised in the condensed consolidated statement of financial position but do not necessarily
indicate the amount of future cash flows involved or the current fair value of the instruments and,
therefore, are not a representation of the Group’s exposure to the credit or price risks.

FINANCIAL INSTRUMENTS

Risk management is of fundamental importance to the business operation of the Group. The major types
of risk inherent in the Group’s business are credit risk, liquidity risk, interest rate risk, currency risk and
equity price risk. The Group’s risk management objective is to maximise shareholders’ value and to reduce
volatility in earnings while maintaining risk exposures within acceptable limits.

The Group’s work in the area of risk management is led by the Chief Risk Officer and is executed by the
Risk Management Department. This functional structure can assess, identify and document the Group’s risk
profile and to ensure that the business units focus, control and systematically avoid potential risks in various
business areas. The following is a brief description of the Group’s approach in managing these risks.

(a) Credit risk

The Group’s credit risk is primarily attributable to advances to customers, trade and other
receivables, debt investments and unlisted derivative financial instruments.

For advances to customers, the Group may require collateral from customers before advances are
granted. The amount of advance permitted depends on the quality and value of collateral provided by
the customer. Any subsequent change in value as well as quality of collateral is closely monitored in
order to determine whether any corrective action is required.
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(b)

(o)

Trade and other receivables mainly arise from the Group’s investment activities. Receivables from
brokers and counterparties are normally repayable on demand. The Group has established procedures
in the selection of brokers/counterparties with sound credit ratings and/or reputation.

Investments in debt instruments and unlisted derivative financial instruments are also governed by
whether the issuers and the trade counterparties respectively have sound credit ratings.

The Group has well defined policies in place on the setting and approval of trading, credit and
investment position limits in order to manage its credit risk exposure and concentration. As at the end
of the reporting period date, the Group did not have a significant concentration of credit risk.

The maximum exposure to credit risk without taking into account of any collateral held is represented
by the carrying amount of each financial asset, including derivative financial instruments, at the end
of the reporting period deducting any impairment allowance.

Liquidity risk

The Group’s policy is to regularly assess current and expected liquidity requirements and to ensure
that it maintains reserves of cash, readily realisable marketable securities and adequate committed
lines of funding from major financial institutions to meet its liquidity requirements in the short and
longer term.

For subsidiaries with statutory liquidity requirements, the Group closely monitors their liquidity
positions. To ensure strict compliance, the Group maintains adequate cash reserves to prepare
for immediate fund injection if required. If there is a medium to long-term operational need, the
management would also consider adjusting those subsidiaries’ capital structure. Subsidiaries with
external equity stakeholders are generally responsible for their own liquidity management.

Interest rate risk

The Group monitors its interest rate exposure regularly to ensure that the underlying risk is monitored
within an acceptable range.

The Group’s interest rate positions arise from treasury and operating activities. Interest rate risk
arises from treasury management, customer financing and investment portfolios. Interest rate risk
primarily results from the timing differences in the repricing of interest-bearing assets, liabilities and
commitments. Interest rate risk is managed by the Finance and Accounting Department under the
delegated authority of the Board of Directors and is monitored by the Risk Management Department.
The instruments used to manage interest rate risk include time deposits and interest rate linked
derivatives, if necessary.

The Group is exposed to the risk that the fair value or future cash flows of its financial instruments
will fluctuate as a result of changes in market interest rates. In respect of the Group’s interest-bearing
financial instruments, the Group’s policy is to mainly transact in financial instruments that mature
or reprice in the short to mid term. Accordingly, the Group would be subject to limited exposure to
fair value or cash flow interest rate risk due to fluctuations in the prevailing levels of market interest
rates.
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(d)

(e)

Currency risk

The Group’s exposure to currency risk primarily stems from holdings of monetary assets and
liabilities denominated in foreign currencies, other than Hong Kong dollars and net investment in
foreign operations. As most of the Group’s monetary assets and liabilities and net investment in
foreign operations are denominated in Hong Kong dollars, Renminbi, United States dollars and
Singapore dollars, management is aware of the likely increase in volatility in these currencies and
takes a balanced view when considering the management of currency risk.

Overall, the Group monitors its currency exposure closely and would consider hedging significant
currency exposure should the need arise.

Equity price risk

The Group is exposed to equity price changes arising from equity investments classified as trading
securities (see note 15), available-for-sale securities (see note 11) and financial assets designated as
fair value through profit or loss (see note 12). Other than unlisted securities held for medium to long-
term strategic purposes, all of these investments are listed.

The Group’s listed investments are mainly listed on the Stock Exchange of Hong Kong, the Shanghai
Stock Exchange and the Shenzhen Stock Exchange. Decisions to buy or sell trading securities
rest with assigned investment team professionals and each investment portfolio is governed by
specific investment and risk management guideline. Independent daily monitoring of each portfolio
against the corresponding guideline is carried out by the Risk Management Department. Listed
equity investments held in the available-for-sale securities and financial assets designated at fair
value through profit or loss portfolio have been chosen based on their medium to long-term growth
potential and are monitored regularly for performance against expectations.

The performance of the Group’s investments in unquoted equity instruments is assessed periodically,
based on the information available to the Group.

SEGMENT INFORMATION

The Group manages and conducts the majority of its business activities by business units. In a manner

consistent with the way in which information is reported internally to the Group’s most senior executive

management for the purposes of resource allocation and performance assessment, the Group has identified

the following reportable segments:

Fund Management Business

Fund management business refers that the Group raises funds from external investors and deploys the

Group’s seed capital into specific clients, applies its knowledge and experience to make investment

decisions on the capital according to laws, regulations and the fund’s prospectus, while seeking to maximise

gains for investors. The fund management business is comprised of primary market investment, secondary

market investment, Everbright Prestige and Multi-Strategy Alternative Investment Fund.
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Primary market investment includes:

- Private equity funds — investment in unlisted equity securities and/or equity derivatives with
meaningful equity position for participating in the ongoing management of these companies,
and with an ultimate objective of capital gain on investee’s equity listing or through other exit
channels;

- Venture capital funds — invest primarily in companies at the start-up and development stage,
or companies which are still in the business planning stage. The investment goal is to achieve
a higher return assuming manageable and higher risk by providing investee companies
with assistance in investment, financing, management and listing in order to enhance the
development of such companies;

- Sector focus funds — focus specifically on long-term equity investment in specific industries or
merger and acquisition opportunities. The investment areas include real estate, infrastructure,
medical and healthcare, resources assets (including low carbon and new energy industries),
manufacturing, technology, media and telecom (“TMT”) as well as merger and acquisition
opportunities;

- Mezzanine funds — focus on private equity investment, pre-IPO financing and structured
financing for listed companies and major shareholders of listed companies. It uses foreign
currencies and/or renminbi flexibly to fulfill the onshore and offshore financial needs of its
target companies. The investment team follows clear, uncomplicated investment philosophies
by adopting a conservative, diversified and flexible investment approach that aims for above-
market returns on investment with below-average levels of business risk; and

- Overseas investment funds — The Group’s overseas investment funds leverage on the Group’s
business resources and networks, and expect to provide value-added support for investee
companies outside China. In particular, the overseas investment funds plan to introduce its
portfolio companies’ products and technologies to the enormous Chinese market so as to
create and enhance the value of the portfolio companies, and ultimately create investment
returns to investors.

Secondary market investment — provides a diversified range of financial services, including asset
management, investment management and investment advisory activities. Products include absolute
return funds, bond funds and equity funds.

Everbright Prestige — Everbright Prestige engages in asset management for specific clients and other
business activities authorised by the China Securities Regulatory Commission. The business can
provide advisory services directly to specific customers including Qualified Foreign Institutional
Investors, onshore insurance companies and other institutions which are set up and operate according
to the law. Everbright Prestige has become an important carrier and business platform for the Group’s
asset management business in mainland China, demonstrating its value in four areas including
assets under management contribution, product creation and design, distribution channels and client
consolidation, and the creation of more “Everbright” synergy.
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. Multi-strategy Alternative Investment Fund (“Fund of Funds” or “FoF”) — FoF invested in

funds initiated and managed by the Group as well as external funds with proven track records of

performance and governance. FoF can provide one-stop solution that offers liquidity and potential

returns for mega-size institutions.

Principal Investment

The Group fully utilises its proprietary capital to achieve three goals: (1) nurture investment teams and

developing high quality financial products to promote and support fund management business; (2) invest

in the Group’s or external projects, funds or products to maximise returns within controlled risk levels and

contribute to steady long-term revenue, (3) improve cash flow by treasury management. In addition, it also

covers business to be reportable (including but not limited to the Group’s investment in properties and other

corporate activities).

Strategic Investment

This represents strategic investment in Everbright Securities and Everbright Bank.

Business segments

For the six months period ended 30 June 2017:

INCOME
Operating income from external customers
Other net income from external customers

Total operating income and other net income

RESULTS AND RECONCILIATION OF
SEGMENT RESULTS

Segment results before non-controlling interests
Unallocated head office and corporate expenses
Share of profits less losses of associates

Share of profits less losses of joint ventures

Profit before taxation

Less: Non-controlling interests

Segment results

Discontinued
Continuing operations operations
Fund Management Business
Reportable

Primary Secondary ~ Fundof Everbright  Principal ~ Strategic  segments  Principal
Market ~ Market Funds  Prestige Investment Investment total Investment Total
HK$000  HK$000 HK$'000 HK$'000 HKS$000 HK$000 HK$'000 HK$000| HKS$000
369829 162,117 4974 - 168936 174997 880,833 -1 880,833
62,920 6,104 - - 1,039401 - 1,108,425 - 1,108,425
432,749 168221 49714 - 1208337 174997 1,989,278 - 1,989,278
298119 113,182 4974 - 1122281 152013 1,690,569 11,249 1,701,818
(439,151)
58,203 - - 7,556 94,185 345850 505,794 - 505,794
30,652 - - - - - 30,652 - 30,652
1,779,113

(100,214) (599) - - (1187 - (12,0000 15,016

286,760 112,583 4974 7556 1205279 497,863 2,115,015 26,263
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For the six months period ended 30 June 2016 (Restated):

INCOME
Operating income from external customers
Other net income from external customers

Total operating income and other net income

RESULTS AND RECONCILIATION OF
SEGMENT RESULTS
Segment results before non-controlling interests
Unallocated head office and corporate expenses
Share of profits less losses of associates
Share of profits less losses of joint ventures
Loss on deemed disposal of interest in
an associate

Profit before taxation

Less: Non-controlling interests

Segment results

Discontinued
Continuing operations operations
Fund Management Business
Reportable

Primary ~ Secondary ~ Fundof  Everbright  Principal ~ Strategic ~ segments  Principal
Market Market Funds ~ Prestige  Investment Investment total  Investment Total
HK$'000  HK$'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000 HK$'000| HKS$'000
484,187 62,144 1,648 - 15000 352667 1,015,646 - 1,015,646
2483 (10431) - - 588,659 343031 1,146,082 - 1,146,082
709,010 51,713 1,648 - 703,659 695,698 2,161,728 - 2161728
465,306 9,143 1,648 - 332955 674037 1483,089 945701 1,577,639
(286,051)
39,727 - - 4758 84644 436200 565,329 -1 565,329
6,973 - - - - - 6,973 - 6,973
- - - - (17.697) - (17,697) -1 (17,697
1,846,213

(216,415) 3730 - - (386) - Q301) (18679

295,591 12,873 1,648 4758 399516 1,110,237 1,824,623 75,891
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Other information

As at 30 June 2017:

Segment assets

Investments in associates

Investments in joint ventures

Amounts due from investee companies
Amounts due from associates

Finance lease receivables

Unallocated head office and corporate assets

Total assets

Segment liabilities

Amount due to a joint venture

Amount due to investee companies

Unallocated head office and corporate liabilities
Provision for taxation

Deferred tax liabilities

Total liabilities

Discontinued
Continuing operations operations
Fund Management Business

Reportable
Primary Secondary ~ Fundof Everbright  Principal ~ Strategic  segments  Principal
Market ~ Market Funds ~ Prestige Investment Investment total Investment
HK$000  HK$'000 HK$'000 HK$000 HK$000 HK$'000 HK$000 HKS$000
19919690 3,854,988 625471 - 13,302,008 7,371,663 45,073,820 3,637,174
2,681,472 - - - 1,183,785 13,621,330 17,486,587 -
362,538 - - 2198% - - 3844 -
163,965 - - - 78,509 - M4 -
- - - - 1,000,000 238701 1,238,701 -
- - - - 40,062 - 40,062 -
2,504,139 383,147 - - 2,466,564 - 5383850 1,446,068
- - - 45,393 - - 45,393 -
- - - - 4,769 - 4,769 -
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Total
HK$'000

48,710,994
17,486,587
582,43
U244
1,288,701
40,02
517,

08,838,476

6,829918
45,393
4769
21,168,237
439,320

1,027,270
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As at 31 December 2016 (Restated):

Segment assets

Investments in associates

Investments in joint ventures

Amounts due from investee companies
Amounts due from associates

Finance lease receivables

Unallocated head office and corporate assets

Total assets

Segment liabilities

Amount due to an associate

Amounts due to investee companies
Unallocated head office and corporate liabilities
Provision for taxation

Deferred tax liabilities

Total liabilities

Discontinued
Continuing operations operations
Fund Management Business
Reportable
Primary ~ Secondary ~ Fundof Everbright  Principal ~ Strategic ~ segments  Principal
Market Market Funds ~ Prestige Investment Investment total  Investment
HK$'000  HK$°000  HK$'000 HKS'000  HKS'000  HK$'000  HKS$'000  HKS$000
18,608,286 2,308,516 618,507 - 16149922 6,899,152 44584383 3,057,129
1,929,975 - - 15945 1,002,669 13,038,663 16,087,252 -
351,445 - - - - - 351445 -
186,040 - - - 90,658 - 276,698 -
1,648,988 - - - 1,000,000 - 2648988 -
- - - - 58,703 - 58,703 -
2381840 178254 - - 2874501 - 5434595 955,708
- - - 44,89 - - 44,89 -
- - - - 1,63 - 1,63 -
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Total
HK$'000

47,641,512
16,087,252
351,445
276,698
2,648,988
58,703
430,738

67,495,336

6,390,303
44.89%
211,632
19,195,706
1,046,821
1,119,583

28,008,941



Geographical segments

The following table sets out information about the geographical location of (i) the Group’s revenue from

external customers and (ii) the Group’s property, plant and equipment and investment properties and

interests in associates and joint ventures (“Specified non-current assets”). The geographical location of

customers is based on the location at which the services were provided. The geographical location of the

Specified non-current assets is based on the physical locations of the assets. For interests in associates and

joint ventures, the geographical location is based on the locations of operations.

For the six months period ended

For the six months period ended

30 June 2017 30 June 2016
Hong Hong
Kong and  Mainland Kong and Mainland
Others China Total Others China Total
HK$’000 HK$°000 HK$°000 HK$°000 HK$°000 HK$’000
Segment income
Operating income 431,190 449,663 880,853 742,257 273,389 1,015,646
Other net income (4,352) 1,112,777 1,108,425 793,874 352,208 1,146,082
426,838 1,562,440 1,989,278 1,536,131 625,597 2,161,728
30 June 2017 31 December 2016
Hong Hong
Kong and  Mainland Kong and Mainland
Others China Total Others China Total
HK$’000 HK$°000 HK$’000 HK$’000 HK$’000 HK$’000
Specified non-current assets 1,510,731 17,072,017 18,582,748 1,365,573 15,627,200 16,992,773
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BUSINESS REVIEW AND PROSPECTS
Review of the macroeconomic situation

In the first half of 2017, the global economy performed positively on the whole. The US
recorded impressive economic numbers underlined by robust GDP growth and labour market
figures, while the American stock market continued to scale new highs amid bullish sentiment.
However, the weakness of the greenback reflected market concerns about White House policy
uncertainties. The Eurozone was in full recovery, showing stronger-than-expected growth in
a number of key economic indicators and outperforming the US in overall terms. The Bank
of Japan carried monetary easing to the extreme, moving from QE to QQE and then QQE
with negative interest rates, but there was no significant improvement in inflation rate as the
Japanese economy continued to reel under heavy pressure.

During the period under review, China turned in a better-than-expected economic performance.
In addition, the mainland and Hong Kong stock markets both saw strong rallies with economic
performances expected to stabilise in the short term. Together, these represented initial signs
that China’s structural reforms, especially those related to urbanisation, were beginning
to stimulate domestic demand. They also pointed to the continued support of China’s
manufacturing sector from a massive domestic market and the strengths of the country’s supply
chain clusters. While the policy initiatives proposed at the recent National Financial Work
Conference to strengthen regulation and deleveraging may have a near-term impact on part of
the financial service industry, they will produce greater benefits in terms of market regulation
and driving capital into the real economy.

At China Everbright Limited, we are committed to applying our global vision to serve the needs
of Chinese corporations, exploring sound investment opportunities at an international level and
developing asset allocation capabilities across a range of locations and investment horizons.
Backed by the strength of our professional investment and fund management system, we seek
to generate positive returns for our shareholders and investors by building portfolios tailored
to different phases of economic cycles. In the period under review, our investments in the US
and Europe performed commendably, benefiting from improving market conditions overseas.
The gradual improvement in standards and regulations for China’s financial market systems has
helped us achieve breakthroughs in fundraising scale and project investment size, among other
aspects.
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Milestones in the first half of 2017

In the first half of 2017, CEL’s direct operating businesses maintained stable development and

achieved a number of breakthroughs:

1.

Reached the HKD 100 billion mark in fundraising for fund management business

During the first half of 2017, Everbright Overseas Infrastructure Investment Fund
completed their formations and first closings. Meanwhile the primary market fund
management teams at CEL Global Investment Fund and EBA Investments completed
the establishment of new funds, and the fundraising scale for secondary market open-
end funds scaled up further. As a result of concerted efforts made by different fund
management teams in driving business growth, CEL’s total fundraising scale officially
topped the HK$100 billion mark, achieving 22% growth from the end of 2016 to reach
HK$106.6 billion.

Established cooperation with mainland China’s leading joint-stock bank

During the reporting period, CEL and China Merchants Bank jointly set up an RMBS5
billion Everbright-CMB Multi-strategy Equity Investment Fund. This cooperative venture
brings together China Everbright Limited’s diverse fund platforms and China Merchants
Bank’s strong capital resources and rich asset management experience, demonstrating
once again CEL’s ability to meet the demand for one-stop financial services among
mainland China’s major organisations.

Strengthened the Group’s capabilities in industry-finance integration to further
consolidate its platform

CEL is committed to an investment philosophy focusing on industry-finance integration,
uplifting its value investment and raising its level of capital employment. During the
reporting period, CEL acquired equity interest in Shanghai Jiabao (SH: 600622) by
raising its stake in the company to 24.33%. This example of industry-finance integration
demonstrates the Group’s confidence in the prospects of EBA Investments’ real estate
business. It also bolsters the team’s strong capabilities in asset management, and
implements the integration of Shanghai Jiabao and EBA Investment with emphasis on
asset-light business models. Meanwhile CEL maintained its stake in China Aircraft
Leasing Company (“CALC”), helping it acquire 100% of Universal Asset Management
(“UAM?”) through a general offer as well as complete the agreement to purchase 50 new
airplanes from the Boeing 737 MAX family. Through these efforts, the Group is guiding
CALC to systematically develop its industry-finance integration capabilities.
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During the reporting period, CEL not only consolidated its full value chain capabilities
in real estate, aircraft leasing and other sectors where it seeks strong expansion, but
also optimised its internal structure. Through measures such as strengthening central
management and consolidating the sales functions of funds, CEL has also fortified the
development of its platform.

During the period under review, CEL won a host of market accolades:

1. CEL was named “The Most Competitive Venture Capital Firm” and “Best Exit Case” at
the 2017 China Venture Capital Golden Eagle Awards. Chief Executive Officer Mr Chen
Shuang was named “Outstanding Venture Capitalist”.

2.  CEL won the QuamIR Awards 2016 (Main Board Category) for its outstanding

performance in investor relations.

3.  The Group’s EBP-EBA IMIX Park Asset-backed Special Programme was selected as
“The Most Popular REITs and Commercial Real Estate Mortgage ABS 2016 at the
Annual Awards for China Asset Securitisation.

4.  In the selection jointly organised by the Development Research Center of the State
Council, the Tsinghua University’s Institute of Real Estate Studies and the China Index
Academy, EBA Investments topped the “Top 10 Chinese Real Estate Funds” for the third
consecutive year, and the brand “IMIX” under EBA Investments was named “the 2016 top
10 brands of China Commercial Real Estate Companies”.

5. In the selection jointly organised by the Development Research Center of the State
Council, the Tsinghua University’s Institute of Real Estate Studies and the China Index
Academy, EBP Asset Management was selected as the “Leading Asset Management Firm
in China 2017”.

6. Everbright-IDG Industrial Fund won three prizes at the ChinaVenture Investment

Conference awards, including “Up-and-coming Institutional PE Investor of the Year”,
“Top 100 Institutional PE Investor” and “Top 50 Chinese Institutional PE Investor”.
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Operating Results

CEL posted a profit attributable to shareholders of HK$1,490 million in the first half of 2017,
representing a year-on-year increase of 6%. Our direct operating businesses delivered strong
results, contributing a profit attributable to shareholders of HK$987 million, up 73% year-
on-year. In the same period, as China Everbright Bank lowered its annual dividend payout
ratio, the dividend income after tax that it contributed to CEL was down 50% year-on-year to
HKS$157 million. Due to the generally lackluster performance of A-share trading, our share of
profit from Everbright Securities declined 34% year-on-year to HK$346 million.

Profit attributable to shareholders from
major business segments 1H 2017 1H 2016 Change
(HK$ million) (HKS$ million)

CEL’s direct operating businesses 987 570 73%
Share of profit from Everbright Securities 346 524 -34%
Dividend income contributed by

China Everbright Bank (after tax) 157 317 -50%
Total 1,490 1,411 6%

During the reporting period, CEL’s direct operating businesses posted a pre-tax profit of
HK$1,247 million, up 43% year-on-year. Of this amount, the fund management business
recorded a pre-tax profit of HK$513 million, representing a slight decrease of 3%. On the
principal investment front, we continued to invest in different sectors, projects held measured
at a fair value of HK$22.7 billion. At the same time, we took advantage of timely opportunities
to exit several mature projects, realising a pre-tax profit of HK$1,193 million, a 89% increase

year-on-year.

Pre-tax profit from CEL’s
direct operating businesses 1H 2017 1H 2016 Change
(HKS$ million) (HKS$ million)

Fund management 513 528 -3%
Principal investment 1,193 632 89%
Corporate expenses (459) (286) 60%
Total 1,247 874 43%
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In the first half of 2017, the Group’s total expenditure was HK$715 million, up 29% compared
with the same period last year. Total cost-to-income ratio was 35.9%, up 10.3 percentage
points. To address the needs of business development, the Group’s interest-bearing debt ratio
was raised to 53.4%, while the quick ratio was maintained at 130.2%, reflecting the Group’s
continuously stable liquidity position.

Key financial data 1H 2017 1H 2016 Change
(HK$ million) (HKS$ million)

Operating expenses 715 553 29%

Total cost-to-income ratio (Note) 35.9% 25.6% +10.3ppt

Interest-bearing debt ratio 53.4% 49.6% +3.8ppt
(the end of 2016)

Quick Ratio 130.2% 170.0% -39.8ppt
(the end of 2016)

Note: Total cost-to-income ratio is calculated as (staff costs + depreciation expenses + operating expenses + finance
costs)/(operating income + other net income).

Part I — Fund Management Business

As at 30 June 2017, the fundraising scale of CEL’s fund management business broke the
HK$100 billion mark to reach HK$106.6 billion, up 22% from the end of 2016, marking a
new stage of development for this business segment. Of the total amount raised, external funds

accounted for 78%.

CEL currently manages 38 funds, with 96 primary market post-investment management
projects and 16 secondary market portfolios. Of the post-investment management projects,
13 have been listed on stock markets around the world. The fair value of the projects and
investment portfolios held (excluding non-committed and exited projects) is estimated at
HK$83.2 billion.
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Below are the funds under the Group and its affiliate company’s fund management business (as
at 30 June 2017):

Sector

Primary Market
Investment

Secondary Market
Tnvestment

Everbright Prestige

FoF

Total

Total
Year of Committed
Category Funds Launch  Investment Focus (apital
China Special Opportunities Fund I1 2007 Telecom, media, hi-tech & consumer USDI100 M
PE Funds Agriculture, consumer goods &
China Special Opportunities Fund 111 2010 financial auxiliary USD3%9 M
Beijing Zhongguancun Industry High-growth manufacturing, hi-tech
Investment Fund 2007 & servicing RMBI60M
VC Funds Everbright Jiangyin Asset
Investment Fund 2009 High-growth industries RMB260 M
Everbright Guolian Fund 2009 High-growth industries RMB320M
Everbright Ashmore China Real Estate Fund
(USD) 2009 China real estate USDI4OM
EBA Real Estate 2009 China real estate RMB38.6 B
Everbright Hero Fund 2014 Ying Li International Real Estate USDI20 M
Everbright Medical and Healthcare Fund I 2012 Healthcare industry RMB60OM
Everbright Medical and Healthcare Fund II 2015 Healthcare industry RMBI1.2B
Everbright Jiangsu New Energy New materials, environmental &
Sector Focus Funds (Low Carbon) Fund 2010 energy saving RMBIOOM
Everbright Qingdao New Energy New materials, environmental,
(Low Carbon) Fund 2013 energy saving RMB6S0 M
Everbright Zhengzhou Fund 2016 High-growth industries RMB2 B
Shandong Hi-Speed Everbright Municipal engineering, environmental
industrial Fund 2014 profection RMBI§ B
Everbright-IDG Industrial Fund 2016 Investment opporfunities in
sub-sector leaders RMBI0B
Everbright Zhongying Capital 2016 Pan-entertainment RMBI.2B
CEL Catalyst China Israel Fund 2014 Tnnovative Israel enterprise USDI56 M
0 CEL Global Investment Fund 2016 Global opportunities USD294 M
verseas [nvestment :
Everbright Overseas Infrastructure
Investment Fund 2017 Global infrastructure projects USD300 M
Mezanine Funds RMB Mezzanine Fund [ 2012 Onshore mezzanine opportunity RMBS800 M
RMB Mezzanine Fund II 2016 Onshore mezzanine opportunity RMBSITM
HKD4.6 B
Equity Funds 2012 Equity product investment equivalent
HKD6.9 B
Fixed Income Funds 2012 Fixed income product investment equivalent
HKD240M
New Third Board Market fund 2015 New Third Board Market equivalent
Asset Management for Onshore clients 2014 Everbright managed products RMB4.7B
Multi-strategy alternative investment fund 2015 Market-leading private equity fund RMBS B
Everbright-CMB Multi-strategy equity investment fund 2017 Market-leading private equity fund RMBS B
HKD106.6 B
equivalent
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During the reporting period, income from the fund management business was HK$702 million,
down 14%. Fund management and consultancy fees were HK$107 million, down 35%, as the
fee income earned from managing EBA Real Estate Fund, which was incorporated into the
Group’s partly-owned Shanghai Jiabao, could not be directly reflected in the Group’s financial
statements. Interest income from the provision of structured financing products for clients was
HK$62 million, up 29%. Dividend income from investees amounted to HK$271 million, down
10%. During the period, the Group’s fund management business recorded a realised capital loss
of HK$54 million and an unrealised gain of HK$187 million.

Major Income from fund

management business First half of First half of

(Classified by nature of income) 2017 2016 Change
(HKS$ million) (HKS$ million)

Management and consultancy fees 107 164 -35%
Interest income 62 48 29%
Dividend income 271 302 -10%
Realised gain/(loss) (54) 664 N/A
Unrealised gain/(loss) 187 (404) N/A
Shanghai Jiabao (accounted for as an

associate) 58 - N/A

(I) Primary Market Funds

As at 30 June 2017, Primary Market Funds had raised a total of HK$78.3 billion, an
increase of 21% over the previous year. Currently, The Funds have invested in and are

holding 96 post-investment management projects with a total fair value estimated at
HK$62.3 billion.

CEL is now among China’s top private equity firms in the primary market, with its
investors ranging from institutions like joint-stock commercial banks, corporations,
investment companies, trusts and asset managers, providing increasingly solid and
diversified source of funding. Armed with competitive advantages in fund raising,
investment, management and divestment, CEL’s fund management team continues to
strive for perfection in each of these areas.
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Fundraising: Using a diversified fund structure, CEL has developed a comprehensive
portfolio of funds independently set up by sector and investment stage. On one hand, the
fund team leverages the flexibility of CEL’s strong capital resources to help it expand
its fundraising scale, while on the other hand it explores synergies with domestic and
overseas investors based on its insight into investee projects, which are appropriately
distributed in such a manner as to enhance the fee structures and levels of its funds.

In the first half of 2017, Everbright Overseas Infrastructure Investment Fund completed
their formations and first closings. Meanwhile the primary market fund management
teams at CEL Global Investment Fund and EBA Investments completed the establishment
of new funds. In this process, the Group successfully completed the establishment of the
new funds by leveraging the flexibility of its seed capital, financing projects by injecting
its warehouse projects and targeting specific projects with non-directional funds.

Investment: Building on its strong platform, CEL consistently provides investment
teams with its full support to enhance their ability to identify value and understand risks
at a micro level. In the initial stage of a project, investment teams work with world-
leading consultancies and increase investment in R&D while improving product and
value creation capabilities. In this way, the Group successfully secure investment for
quality projects through more efficient utilisation of capital, stronger execution and more
effective deal-making skills, even when competing with top-notch international private
equity firms.

During the reporting period, CEL successfully secured investment from iQIYI, NextEV,
Mi-Me and other leaders in their respective fields, venturing into mobile video, new
energy cars and online payment amongst other sectors. It also helped MLS complete the
cross-border acquisition of Germany-based OSRAM’s lighting business, demonstrating
its strong capability to execute overseas acquisitions that address the needs of Chinese
corporations. In addition, it assisted IDG Capital in the acquisition of International Data
Group (IDG), showing its strong capital operational capability. The completion of these
investments has further optimised CEL’s investment plans and raised the Group’s profile
in a number of different sectors.

Post-investment Management: As its teams broaden their scope of investment, CEL
is attaching ever-greater importance to controlling core elements of the post-investment
management process, as well as continuing to create added value for investees through
orderly post-investment management.

—43 —



In the first half of 2017, the EBA Investments emphasised on further expanding its AUM
and covering more industry chains and cities. Meanwhile, it paid even more attention on
post-investment management, through continued efforts (upgrade, transform, develop,
operate) on its holding property (including but not limited to commercial malls, office
buildings, park properties, etc.), to enhance the rental income and effectively enhanced
the value of the assets. As an asset manager, the EBA Investments exports its brand and
charges management fees. As at June 2017, EBA managed 800,000 square meters of
commercial property under its own brand, “IMIX”, covering several tier-one and tier-two
cities in China.

Divestment: CEL has benefited from unobstructed exit channels for its investments by
taking an increasingly diversified approach to divestment. In addition to traditional IPOs
(including listed on the New Third Board), the Group has successfully exited projects
through M&A, equity transfer, stock repurchase and other means. As far as newly
emerging exit options (e.g. through the asset securitisation market) are concerned, the
team is working hard to stay ahead of the game and take hold of standard-setting rights
and pricing power in related sectors.

New Energy Funds and Medical and Healthcare Fund contributed to the listing of
Hengrun Heavy Industries on the Shanghai Stock Exchange in May 2017 and BGI
Genomics on the Shenzhen Stock Exchange in July 2017. At the same time, the Group
divested from several projects through M&A, bulk transactions and open market. In
addition, the EBA Investments is striving to expand REITs business amid renewed efforts
by the regulatory authorities to encourage REITs development, further demonstrating the
all-round and multi-strategy strengths of EBA’s comprehensive platform.
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(IT) Secondary Market

As at 30 June 2017, CEL Secondary Market managed a total of 16 funds and managed
accounts, with AUM of HK$12.4 billion, up 15% from last year. In addition,
approximately HK$2.4 billion in funds raised by Everbright Prestige are also managed by
the Secondary Market Team as sub-advisor.

During the reporting period, Secondary Market Teams received numerous awards and
recognition. In June 2017, Secondary Market Teams received three Overseas Golden Bull
awards in Three-Year Oversea Golden Bull Private Manager (Fixed Income) category;
One-Year Oversea Golden Bull Investment Manager (Long-Only Equity) category,
awarded to Mr. Keith Wu; and One-Year Oversea Golden Bull Investment Manager
(Fixed Income) category, which was awarded to both Mr. Will Chung and Mr. Girish
Kumarguru. In addition, our flagship fixed income product, Everbright Dynamic Bond
Fund was nominated by Investor Choice Award for “Best Emerging Market Credit Fund”
earlier this Year. As flagship products continue to deliver outstanding performance, the
Secondary Market business continues to grow in size.

As of June 30th, Everbright Dynamic Bond Fund delivered solid performance. Within the
reporting period, the fund achieved +6.85% return, net of fees, for regular share class;
+5.82% net return for preferred share class and +10.25% net return for subordinate share
class. The team continues to fundraise externally. As of June 30th, 2017, the fund has
grown to USD238 million, up 10.17% in assets under management as the Group’s largest
open-end fund. In addition, Fixed Income Team continues to work with CALC and are in
talk for developing new projects.

At the same time, our flagship equity product, Everbright China Focus Fund deliver
+5.69% net return during the reporting period. Due to joint efforts from investment team
and sales team, Secondary Market was able to raise RMB200 million in the first half of
2017 in Connect Scheme themed product, further increasing Secondary Market’s overall
assets under management.
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(IIT) Everbright Prestige

(Iv)

In the first half of 2017, the Mainland banking and insurance industries, bound by
deleveraging policy, were subject to target-based supervision and investment restrictions.
Meanwhile, Everbright Prestige rigorously implemented the net capital management
measures imposed by the CSRC on asset management companies. These somewhat
affected the funding sources of Everbright Prestige’s quasi-trust and financial market
businesses, and as a result, Everbright Prestige’s business experienced a slow down. As
at 30 June 2017, the scale of Everbright Prestige was downsized to RMB104.4 billion,
representing a 12% decrease compared with the end of 2016. However, Everbright
Prestige still recorded a growth in income and net profit. For the six months period ended
30 June 2017, it posted operating income of RMB146 million and after-tax profit of
RMB56 million, presenting a year-on-year increase of 68% and 311% respectively.

Against the afore-mentioned backdrop of macro-environmental changes, and with bold
understanding of regulatory direction, Everbright Prestige put asset allocation and service
at the centre of its business operations. By further re-orienting its business focus and
staffing structure, Everbright Prestige sought to cut back gradually on staff and resource
investments in its financial market and channel businesses. At the same time, the company
fully leveraged its product design and asset allocation capabilities to undertake more
operational services contracts in support of its transformation.

During the reporting period, Everbright Prestige received recognition for its own business
development, winning a string of accolades including China’s Leading Asset Management
Company 2017 and China’s Wealth Management Firm Prime Leadership Award 2017.

Multi-strategy Alternative Investment Fund (FoF Fund)

CEL’s FoF Fund can help major institutional investors access different markets,
cycles and industries and alleviate the impact of market volatilities on their investment
portfolios. During the reporting period, CEL set up with China Merchants Bank a new FoF
fund with an RMBS5 billion investment — CEL-CMB Multi-strategy Equity Investment
Fund. The new fund had already successfully made its first direct equity investment in a
RMB500 million project in July, demonstrating once again CEL’s capability to provide
one-stop financial services for major institutions.

As at 30 June 2017, FoF Fund raised a cumulative total of HK$11.4 billion, up 102% year
on year. It completed investment in 4 projects, involving a total investment of RMB1.8
billion. CEL is continuing to explore cooperative opportunities with major domestic
financial institutions.
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Part I1 — Principal Investment Business

As at 30 June 2017, CEL’s principal investment business was valued at HK$22.7 billion.
The Group posted a pre-tax profit of HK$1,193 million, up 89% from the same period last
year. Interest income reached HK$102 million, up 28% year on year, while dividend income
increased 26% to HK$53 million. In respect of investment returns, CEL successfully exited
several mature projects, realising a capital gain of HK$1,111 million, up 531% from the same

period last year.

Income of principal investment First half of First half of
(classified by nature of income) 2017 2016 Change
(in HK$ (in HK$
million) million)
Interest income 102 80 28%
Dividend income 53 42 26%
Realised gain/(loss) 1,111 176 531%
Unrealised gain/(loss) (40) 340 N/A
Share of CALC’s results as an associate 84 85 -1%

CEL’s principal investment business has a presence in the following areas:

Category Share
Structured finance 29%
Strategic industry investment 28%
Primary market investment 16%
Fund incubator 11%
Secondary market investment 9%
Investment in third-party funds 7%
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Capitalising on its cross-border platforms and the strength of its own capital resources, CEL is

focused on four areas of capital deployment, giving the Group’s business development strategy

the competitive advantage of differentiation.

(1)

(1)

Fund incubator

CEL is well placed as a fund incubator. By providing initial project reserves from its
own capital, CEL is able to establish a fund’s investment direction, giving confidence to
external investors and laying the foundation for the Group to incubate a well-structured,
reasonably priced fund product.

In July 2017, CEL injected its 100% equity interest in Tirana International Airport, a
project financed with its own capital, into CEL Overseas Infrastructure Fund. It also
helped the fund close its first round of financing for US$300 million. At the same
time, CEL continued to develop and expand Beijing Huichen Elderly Care’s business
operations while building project reserves for the upcoming Senior Healthcare Investment
Fund.

Direct investing and co-investing

CEL’s exceptional financing capability and visionary investment philosophy provide the
Group with the flexibility to pursue investment opportunities. In the event that a fund
is subject to restrictions (such as limits on risk concentration, investment direction or
financing rounds), the Group can utilise its own capital to invest or co-invest directly with
a fund team to create synergy and capture investment opportunities of quality and scale.

During the reporting period, CEL, through its own investment, participated in IDG
Capital’s acquisition of International Data Group (IDG), demonstrating its strong capital
operational capabilities and providing the opportunity to benefit from the project’s future
growth.

(Il1l) Long-term industry investment

CEL leverages its own capital to explore strategic industry investments that offer
tremendous market potential and long-term growth prospects. By integrating investee
businesses into its fund management operations, the Group can also generate stable
returns on investment for the company and its shareholders.
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At the end of the reporting period, CEL remained the single largest shareholder and held
a 33.6% equity interest in China Aircraft Leasing Group Holdings Limited (“CALC”),
sharing in a HK$84 million profit contribution. As part of this long-term incubation
project, the Group was involved in the general offer by Aircraft Recycling International
Limited (“ARI”), a member company of CALC, to acquire 100% of Universal Asset
Management (“UAM?”), a world-leading provider of global aviation solutions. The Group
also supported CALC’s multiple issues of senior unsecured bonds and helped it complete
an agreement to purchase 50 new airplanes from the Boeing 737 MAX family. These
efforts have contributed to CALC’s ongoing transformation from a leading aircraft leasing
company in China to an important participant in the global aviation industry value chain.
In another development, CALC sold the finance lease receivables on 10 airplanes in the
first half of 2017 as part of its recurrent business, optimising its equity and debt financing
arrangements and benefiting from positive interaction with CEL’s fixed income team.

(IV) Liquidity

CEL’s own capital performs the function of balancing the company’s liquidity with its
overall income. The Group subjects itself to rigorous risk control and uses a variety
of financial instruments to manage the long-, short- and medium-term allocations and
industry concentrations of its capital and optimise cash flow.

Part III — Strategic Investment

@

Everbright Securities

As at 30 June 2017, the Group held 1.14 billion shares of Everbright Securities Company
Limited (“Everbright Securities™), which represents a 24.71% stake in the associated
company relative to its book value of HK$13.6 billion. At the same date, Everbright
Securities had a market capitalisation of HK$19.3 billion.

For the first half of 2017, Everbright Securities’ A-share brokerage business
underperformed along with the overall industry as the share and fund transaction values
recorded by the top 100 securities companies showed a general year-on-year decline. As
a result, the Group’s share of Everbright Securities profit dropped 34% year on year to
HK$346 million.
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(IT) Everbright Bank

As at 30 June 2017, the Group held 1.57 billion shares of Everbright Bank Company
Limited (“Everbright Bank”), representing a 3.37% stake with a fair value of HK$7.2
billion. During the reporting period, Everbright Bank improved its tier-one capital
adequacy ratio by reducing its dividend payout ratio from 30.16% to 15.56%. Dividends
(after tax) received by the Group from Everbright Bank decreased 50% year on year to
HKS$157 million.

Looking Forward

In the second half of 2017, there will be general signs of growing optimism in the financial
market. However, the presence of various “grey rhinos” — such as the impact on global liquidity
of the Fed’s tapering move to raise interest rates, the European Central Bank’s probable
announcement to cut back on its QE programme, the pressure faced by the Bank of Japan to
tighten monetary policy, and the potential drag on asset prices caused by China’s monetary and
credit tightening — merit our vigilance.

These macroeconomic uncertainties will continue to drive demand for asset management
expertise and the trend toward differentiation that is already underway in the industry.
Quality asset managers with proven track records and strong integrated capabilities stand to
benefit from the growing opportunities accorded by these developments. As a leading asset
management and investment company, CEL will focus on expanding the coverage of its fund
products while striving to build a closed-loop ecosystem by developing its full-value-chain
capabilities in sectors where it is committed to building a deep presence. At the same time, the
Group will work to strengthen its platform, building an unsurpassed suite of core competences
and growing its fund management business.

Finally but importantly, on the occasion of CEL’s 20th anniversary, we will continue to

advance our proposition of “Global Vision, China Insight, Hong Kong Base” to generate
sustainable growth for our shareholders and investors.
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CONTINGENT LIABILITIES

As at 30 June 2017, the Company had issued financial guarantees to subsidiaries. The Board
does not consider it is probable that a claim will be made against the Company under the
guarantees. The maximum liability of the Company as at 30 June 2017 for the provision of the
guarantees related to the facilities drawn down by the subsidiaries was HK$6,307 million.

EMPLOYEES

As at 30 June 2017, the Group had 294 employees. Total staff costs for the period under review
amounted to approximately HK$191 million as noted in the condensed consolidated statement
of profit or loss. The Group ensures that the remuneration packages for employees are fair and
competitive and employees are rewarded on a performance-related basis within the general
framework of the Group’s salary and bonus scale. Discretionary year end bonus may also
be paid to employees based on individual performance. Other benefits to employees include
medical insurance, retirement scheme and training programmes.

CORPORATE GOVERNANCE CODE

The Company has complied with the Corporate Governance Code (“CG Code”) as set out in
Appendix 14 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (the “Listing Rules”) for the six months ended 30 June 2017 except that a non-
executive director of the Company was not appointed for a specific term. This constitutes
a deviation from the code provision A.4.1 of the CG Code which requires that all the non-
executive directors should be appointed for a specific term. The Board believes that the current
arrangement will enable the Company to have a greater flexibility to organize the composition
of the Board to serve the needs of the Group. Pursuant to the Company’s articles of association,
at every annual general meeting, one-third of the directors for the time being (or if their number
is not a multiple of three, then the nearest number to but not less than one-third of the directors)
shall retire from office by rotation, provided that every director (including those appointed for
a specific term) shall retire from office by rotation at least once every three years.
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MODEL CODE FOR SECURITIES TRANSACTION BY DIRECTORS

The Company has adopted a “Code for Securities Transactions by Directors & Relevant
Employees” (the “Code”) which is no less exacting than the required standard set out in the
“Model Code for Securities Transactions by Directors of Listed Issuers” (the “Model Code”)
contained in Appendix 10 of the Listing Rules. Having made specific enquiry of all directors,
the directors confirmed that they have complied with the required standard set out in both the
Code and the Model Code for the six months ended 30 June 2017.

AUDIT AND RISK MANAGEMENT COMMITTEE

During the period, the Audit and Risk Management Committee comprised Dr. Chung Shui
Ming, Timpson, Mr. Seto Gin Chung, John and Dr. Lin Zhijun. The Committee was chaired by
Dr. Chung Shui Ming, Timpson. All members of the Committee are independent non-executive
directors.

The Audit and Risk Management Committee and the management have reviewed the
accounting principles and practices adopted by the Group and discussed auditing, risk
management, internal control and financial reporting matters, including the review of the
unaudited interim financial report of the Group for the six months ended 30 June 2017.

REMUNERATION COMMITTEE

During the period, the Remuneration Committee had four members comprising Dr. Cai Yunge,
Chairman of the Board, and three independent non-executive directors, namely, Mr. Seto Gin
Chung, John, Dr. Lin Zhijun and Dr. Chung Shui Ming, Timpson. The Committee was chaired
by Mr. Seto Gin Chung, John, an independent non-executive director.

NOMINATION COMMITTEE

During the period, the Nomination Committee had four members comprising Dr. Cai Yunge,
Chairman of the Board, and three independent non-executive directors, namely, Dr. Lin Zhijun,
Mr. Seto Gin Chung, John and Dr. Chung Shui Ming, Timpson. The Committee was chaired by
Dr. Lin Zhijun, an independent non-executive director.
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OTHER INFORMATION
Interim Dividend

The Board declared the payment of an interim dividend of HK$0.25 per share for the six months
ended 30 June 2017 (2016: HK$0.25 per share) to those shareholders whose names appear
on the register of members of the Company on 29 September 2017. Dividend cheques will be
dispatched to shareholders of the Company on 13 October 2017.

Closure of Register of Members

The register of members of the Company will be closed from 27 September 2017 to 29
September 2017 (both days inclusive), during which no transfer of shares will be effected.
In order to qualify for the interim dividend, all completed transfer forms accompanied with
the relevant share certificates must be lodged with the Company’s share registrar, Tricor
Secretaries Limited, at Level 22, Hopewell Centre, 183 Queen’s Road East, Hong Kong not
later than 4:30 p.m. on 26 September 2017.

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

There was no purchase, sale or redemption of the listed securities of the Company by the
Company or any of its subsidiaries during the period.

By order of the Board
China Everbright Limited
Chen Shuang
Chief Executive Officer
Hong Kong, 30 August 2017

As at the date of this announcement, the Directors of the Company are:

Executive Directors Independent Non-executive Directors
Dr. Cai Yunge (Chairman) Mr. Seto Gin Chung, John

Mr. Chen Shuang (Chief Executive Officer) Dr. Lin Zhijun

Mr. Tang Chi Chun, Richard Dr. Chung Shui Ming, Timpson

Mr. Yin Lianchen

Non-executive Director
Mr. Tang Shuangning
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