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INTERIM RESULT ANNOUNCEMENT
FOR THE SIX MONTHS ENDED 30 JUNE 2020

The board of directors of Star Properties Group (Cayman Islands) Limited (the
“Company”) is pleased to announce the unaudited consolidated results of the Company
and its subsidiaries (the “Group”) for the six months ended 30 June 2020 together with the
comparative figures as follows:

CONDENSED CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME
For the six months ended 30 June 2020

Six months ended
NOTES 30.6.2020 30.6.2019
HK$’000 HK$’000
(Unaudited) (Unaudited)

Revenue
Sales of properties and provision of property
management services and provision of

construction and fitting out works 4A 2,438 22,572
Rental income from leasing of investment
property 648 212
Interest income from provision of finance 3,184 3,596
Total revenue 6,270 26,380

Cost of sales and services (582) (6,734)




Gross profit

Other income

Gain on disposal of a subsidiary

Gain/(loss) on change in fair value of financial
assets at fair value through profit or loss

Loss on change in fair value of investment
properties

Selling expenses

Administrative expenses

Finance costs

Profit/(loss) before tax
Income tax expense

Profit/(loss) for the period

Other comprehensive expense for the period
Item that may be reclassified subsequently to
profit or loss:
Exchange differences on translation of
foreign operations

Total comprehensive income/(expense) for the
period

Profit/(loss) for the period attributable to:
Owners of the Company
Non-controlling interests

Total comprehensive income/(expense) for the
period attributable to:
Owners of the Company
Non-controlling interests

Earnings/(losses) per share
— Basic and diluted (HK cents)

NOTES

10

Six months ended

30.6.2020 30.6.2019
HK$’000 HK$’000
(Unaudited) (Unaudited)
5,688 19,646
4,969 3,128
383,197 —
50 (1,119)
(1,340) (620)
(89) (1,491)
(33,248) (13,505)
(7,224) (8,092)
352,003 (2,053)
(2,132) (1,411)
349,871 (3,464)
(2,340) (2,404)
347,531 (5.868)
350,320 (3,241)
(449) (223)
349.871 (3.464)
348,094 (5,573)
(563) (295)
347,531 (5,868)
54.61 (0.51)




CONDENSED CONSOLIDATED STATEMENT OF FINANCIAL POSITION

As at 30 June 2020

Non-current Assets

Plant and equipment

Right-of-use assets

Investment properties

Loan receivables

Financial assets at fair value through profit or
loss

Current Assets

Properties held for sale

Trade and other receivables

Financial assets at fair value through profit or
loss

Stakeholder’s accounts

Pledged bank deposits

Bank balances and cash

Assets classified as held for sale

NOTES

11(a)
12

13

11(b)

30.6.2020 31.12.2019
HK$’000 HK$’000
(Unaudited) (Audited)
758 784

1,063 1,367
47,000 52,000
149,558 164,766
6,078 6,119
204,457 225,036
2,622,146 3,153,060
25,326 32,608
2,169 460
6,104 6,066
10,324 10,257
73,687 62,276
2,739,756 3,264,727
3,660 —




Current Liabilities
Trade and other payables
Contract liabilities
Amount due to a director
Tax liabilities
Borrowings

Net Current Assets
Total Assets less Current Liabilities

Non-current Liability
Deferred tax liabilities

Net Assets

Capital and Reserves
Share capital

Reserves

Equity attributable to owners of the Company

Non-controlling interests

Total Equity

NOTES

14

16

30.6.2020  31.12.2019
HK$’000 HK$’000
(Unaudited) (Audited)
68,727 104,253
1,061 293

— 39,000

2,127 56,737
1,820,414 2,580,184
1,892,329 2,780,467
851,087 484,260
1,055,544 709,296
177 177
1,055,367 709,119
6,415 6,415
1,046,553 699,742
1,052,968 706,157
2,399 2,962
1,055,367 709,119




NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
For the six months ended 30 June 2020

1. BASIS OF PREPARATION

The condensed consolidated financial statements have been prepared in accordance
with Hong Kong Accounting Standard 34 Interim Financial Reporting issued by the
Hong Kong Institute of Certified Public Accounts (“HKICPA”) as well as with the
applicable disclosure requirements of Appendix 16 to the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited (“‘Stock Exchange”).

2. PRINCIPAL ACCOUNTING POLICIES

The condensed consolidated financial statements have been prepared on the historical
cost basis except for investment properties and certain financial instruments, which are
measured at fair values.

Other than changes in accounting policies resulting from application of new and
amendments to Hong Kong Financial Reporting Standards (“HKFRSs”), the
accounting policies and methods of computation used in the condensed consolidated
financial statements for the six months ended 30 June 2020 are the same as those
followed in the preparation of the annual financial statements of Star Properties Group
(Cayman Islands) Limited (the “Company”) and its subsidiaries (collectively referred
to as the “Group”) for the year ended 31 December 2019.

APPLICATION OF NEW AND AMENDMENTS TO HKFRSs

In the current period, the Group has applied, for the first time, the following new
and amendments to HKFRSs issued by the HKICPA which are mandatory effective
for the annual period beginning on or after 1 January 2020 for the preparation of the
Group’s condensed consolidated financial statements, except for the early adoption of
amendments to HKFRS 16, the Group has not applied any new or revised standard and
interpretation that is not yet effective for the current period under review:

Amendments to HKFRS 3 Definition of a Business

Amendments to HKFRS 7, Interest Rate Benchmark Reform
HKFRS 9 and HKAS 39

Amendments to HKAS 1 and Definition of Material
HKAS 8

Amendments to HKFRS 16 COVID-19 Related Rent Concessions (early
Conceptual Framework for adopt)

Financial Reporting (Revised)



The application of the new and amendments to HKFRSs in the current period has had
no material impact on the Group’s financial positions and performance for the current
and prior periods and/or on the disclosures set out in these condensed consolidated
financial statements.

SIGNIFICANT EVENTS AND USE OF JUDGEMENTS AND
ESTIMATES

SIGNIFICANT EVENT

The World Health Organisation declared coronavirus and COVID-19 a global health
emergency on 30 January 2020. Since then, the Group has applied for Employment
Support Scheme introduced by HKSAR Government in response to COVID-19.

Included in profit or loss is HK$302,000 of government grant obtained rating to
supporting the payroll of the Company’s employees in Hong Kong. The Company has
elected to include this wage subsidy in other income, refer to note 5. The Company had
to commit to spending the assistance on payroll expenses, and not reduce employee
head count below prescribed levels for a specified period of time. The Company does
not have any unfulfilled obligations relating to this program.

Properties under development may be influenced by the delay in obtaining the
Government approvals, the management will monitor the progress of development and
the risks of the mix of properties available for sales and completion.

USE OF JUDGEMENT AND ESTIMATES

In preparing this condensed consolidated financial statements, the significant
judgements made by the management in applying the Group’s accounting policies and
the key sources of estimation uncertainty were the same as those that applied to 2019
annual financial statements.

However, the effects of COVID-19 have required significant judgements and estimates
to be made, including:

(a) Assessing whether the Company has reasonable assurance as to whether it will
comply with the conditions attached to government grant; and

(b) Determining which information obtained subsequent to period end provides
evidence of conditions that existed as at the end of the reporting period and which
do not. For disclosure of non-adjusting events after the reporting period, refer to
note 17.



Additionally, while the changes in the following estimates and judgements have not
had a material impact on the Group, the effects of COVID-19 have required revisions

to:

(a)

(b)

(c)

(d)

Determining the net realisable of properties held for sale that has become slow
moving due to the effects of COVID-19;

Determining the valuation of investment properties that effect of COVID-19 on
the transaction price of similar properties in the same locations and conditions;

Estimates of expected credit losses attributable to trade receivables arising from
property management services, lease receivables, loan receivables and loan
interest receivables, including the incorporations of forward-looking information
to supplement historical credit loss rates; and

The methodology used to estimate the fair value of equity instruments classified
as level 3 in the fair value hierarchy, as their valuation techniques incorporate
significant unobservable inputs.

REVENUE AND SEGMENT INFORMATION

The Group’s revenue represents the amount received and receivable for revenue
arising on sales of properties, leasing of investment properties, provision of property
management services, provision of finance and provision of construction and fitting
out works.



(A) REVENUE FROM SALES OF PROPERTIES AND PROVISION OF
PROPERTY MANAGEMENT SERVICES AND PROVISION OF
CONSTRUCTION AND FITTING OUT WORKS

Disaggregation of revenue from contracts with customers

Provision of construction and Provision of property
fitting out works Property Development management services Total
Six months ended Six months ended Six months ended Six months ended
Segments 3062020  30.62019  30.62020  30.62019  30.6.2020  30.62019  30.62020  30.6.2019

HK$000  HK$000  HK$000  HK$000  HK$000  HK$'000 HK$000  HK$000
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)

Sales of properties
Workshop units in a
revitalised industrial

building - — - 16,933 - — - 16,933
Carparks in a rebuilt
Industrial building - — — 4,000 - — - 4,000
Provision of property
management services
Property management
Services - — — — 994 1,639 994 1,639
Provision of construction and
fitting out works
Construction and fitting out
works 1444 — - — - — 1444 —
1444 — — 20933 994 1,639 2438 22572
Geographical markets
Hong Kong 1444 — — 20.933 994 1,639 2438 22.572
Timing of revenue recognition
A point in time - — - 20,933 - — - 20,933
Over time 1444 — - — 994 1,639 2438 1,639
1444 — — 20933 994 1639 2438 22572

The revenue from contract with customers is disaggregated on the same basis as
the reportable segments.

(B) SEGMENT INFORMATION

The Group’s reportable and operating segments under HKFRS 8 Operating
Segments are as follows:

1.  Property development — sales of properties

2. Property investment — rental income from leasing of investment properties
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3. Provision of property management services — provision of property
management services for the completed properties

4.  Provision of finance — provision of financing services to property buyers

5. Provision of construction and fitting out works — provision of construction
for the project under development and fitting out works for the owner of the
properties.

The following is an analysis of the Group’s revenue and results by operating and
reportable segments:

Segment revenue Segment results
Six months ended Six months ended

30.6.2020 30.6.2019  30.6.2020  30.6.2019
HK$’000 HK$’000 HK$’000 HK$’000
(Unaudited) (Unaudited) (Unaudited) (Unaudited)

Property development — 20,933 376,324 6,097
Property investment 648 212 (1,342) 2,448
Provision of property

management services 994 1,639 645 1,120
Provision of construction

and fitting out works 1,444 — (262) —
Provision of finance 3,184 3,596 2,074 1,354

6,270 26,380 377,439 11,019

Unallocated income 642 96
Unallocated expenses (25,046) (12,188)
Finance costs (1,032) (980)
Profit/(loss) before tax 352,003 (2,053)

Segment results represent the profit earned or loss incurred by each segment
without allocation of certain other income, administrative expenses and finance
costs. This is the measure reported to the chief operating decision makers for the
purposes of resource allocation and performance assessment.



The following is an analysis of the Group’s assets and liabilities by reportable

and operating segments:

30.6.2020 31.12.2019
HK$’000 HK$’000
(Unaudited) (Audited)
Segments assets
Property development 2,687,224 3,226,249
Property investment 51,116 52,135
Provision of property management services 1,486 1,066
Provision of construction and fitting out works 3,830 —
Provision of finance 165,401 188,078
Total segment assets 2,909,057 3,467,528
Unallocated assets 38,816 22,235
Consolidated total assets 2,947,873 3.489.763
Segments liabilities
Property development 1,796,134 2,622,199
Property investment 45,020 180
Provision of property management services 337 281
Provision of construction and fitting out works 329 —
Provision of finance 18,493 86,698
Total segment liabilities 1,860,313 2,709,358
Unallocated liabilities 32,193 71,286
Consolidated total liabilities 1.892.506 2,780,644

For the purposes of monitoring segment performance and allocating resources
between segments:

— all assets are allocated to operating segments other than financial assets
at fair value through profit or loss, certain pledged bank deposits, bank
balances and cash, and other corporate assets not attributable to the
reportable segments; and
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— all liabilities are allocated to operating segments other than certain
borrowings and other corporate liabilities not attributable to the reportable
segments.

OTHER INCOME

Six months ended
30.6.2020 30.6.2019
HK$’000 HK$’000

(Unaudited) (Unaudited)

Interest income earned on bank balances and pledged

bank deposits 327 126
Temporary rental income from properties held for
sales 4,268 2,987
Exchange gains, net 53 —
Government grant from Employment Support Scheme 302 —
Others 19 15
4,969 3.128
FINANCE COSTS

Six months ended
30.6.2020 30.6.2019
HK$°000 HK$’000

(Unaudited) (Unaudited)

Interest on:

Borrowings 32,744 44,986
Loan from a director 413 -
Total borrowing costs 33,157 44 986
Less: amount capitalised in cost of qualifying assets (25,933) (36,894)
7,224 8.092

Borrowing costs captialised at rate ranging from 1.85% to 5.19% (for the six months
ended 30 June 2019: 2.97% to 4.17%) per annum during the period arose on the
specific borrowings for the expenditure on each property development.
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PROFIT/(LOSS) BEFORE TAX

Profit/(loss) before tax has been arrived at after
charging/(crediting):

Directors’ emoluments

Other staff costs

Total staff costs
Less: capitalised in properties held for sale

Auditors’ remuneration

Depreciation of plant and equipment

Depreciation of right-of-use assets

Property agency commission (included in selling
expenses)

Gain on disposal of plant and equipment

Legal and professional fees

Gross rental income from investment properties, net

of direct operating expenses incurred

INCOME TAX EXPENSE

Hong Kong Profits Tax — current period
Deferred tax

—12 -

Six months ended

30.6.2020 30.6.2019
HK$’000 HK$’000
(Unaudited) (Unaudited)
11,790 2,626
7,954 4,930
19,744 7,556
(1,819) (1,757)
17,925 5,799
250 300
122 62
304 152
49 1,447
— (4)
4,627 1,280
(648) (212)

Six months ended

30.6.2020 30.6.2019
HK$’000 HK$’000
(Unaudited) (Unaudited)
2,132 1,411

2,132 1,411




10.

DIVIDEND

Six months ended
30.6.2020 30.6.2019
HK$°000 HK$’000

(Unaudited) (Unaudited)

Final dividend for the year ended 31 December
2019: HKO.2 cents per share (For the year ended 31
December 2018: HK15.5 cents per share) 1,283 99.432

Interim dividend for the six months ended 30 June
2020: HK2.0 cents per share (For the six months
ended 30 June 2019: Nil) 12,830 —

The interim dividend for the six months ended 30 June 2020 of HK?2.0 cents per share
(for the six months ended 30 June 2019: Nil) amounting to in HK$12,830,000 was
declared by the Board after the end of reporting period.

EARNINGS/(LOSSES) PER SHARE

The calculation of the basic and diluted earnings/(losses) per share attributable to
owners of the Company is based on the following data:

Six months ended
30.6.2020 30.6.2019
HK$’000 HK$’000

(Unaudited) (Unaudited)

Earnings/(losses)
Earnings/(losses) for the period attributable to owners
of the Company for the purpose of basic and diluted
loss per share 350,320 (3.241)

’000 "000

Number of shares
Weighted average number of ordinary shares for the
purpose of basic earnings/(losses) per share 641,498 635,417
Effect of dilutive potential ordinary shares:
Outstanding share options issued by the Company
(Note) — —

Weighted average number of ordinary shares for the
purpose of diluted earnings/(losses) per share 641,498 635,417
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11.

Note: The computation of diluted earnings per share for the six months ended 30 June 2020 does
not assume the exercise of the Company’s share options because the average market price of
ordinary shares during the period did not exceed the exercise price of the share options. In the
prior period, no diluted losses per share was calculated as their assumed exercise would result in
a decrease in loss per share.

INVESTMENT PROPERTIES AND ASSETS CLASSIFIED AS HELD
FOR SALE

(a) Investment properties

Carpark Industrial

Spaces Properties Total

HK$’000 HK$’000 HK$’000
Fair value
At 1 January 2020 5,000 47,000 52,000
Decrease in fair value (1,340) — (1,340)
Transfer to assets classified as
held for sale (3,660) — (3,660)
At 30 June 2020 — 47,000 47,000
At 30 June 2019 (Audited) 5,000 47,000 52,000

During the period, the Group leases out carpark spaces and industrial properties
under operating leases with monthly rentals receivables. The leases of carpark
spaces typically run for an initial period of 1 month. The leases of industrial
properties typically run for an initial period of 5 years. Majority of the lease
contracts contain market review clauses in the event both the lessor and the
lessee exercises the option to extend. The leases contain minimum annual lease
payments that are fixed over the lease term.

The lease contracts do not contain residual value guarantee and/or lessee’s option
to purchase the property at the end of lease term.

All of the Group’s property interests held under operating leases to earn rental
or for capital appreciation purpose are measured using the fair value model and
are classified and accounted for as investment properties. All of these investment
properties are located in Hong Kong.
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(b)

The fair value of the investment properties, i.e. industrial properties (31
December 2019: carparks spaces and industrial properties), which are classified
as level 3 of the fair value hierarchy at 30 June 2020 (31 December 2019: level
3 of the fair value hierarchy), were arrived at by the assessment performed by
reference to market evidence of transaction prices for similar properties in the
same locations and conditions.

In estimating the fair value of the relevant properties, the highest and best use of
the properties is their current use.

There were no transfers into or out of level 3 during the current period.

For the purpose of measuring deferred tax liability arising from investment
properties that are measured using the fair value model, the directors have
reviewed the Group’s investment properties and determined that the presumption
to recover the carrying amount of investment properties through sale is not
rebutted. As a result, the Group does not recognise deferred tax on changes in fair
value of investment properties (if any) as the Group is not subject to any income
taxes on disposal of its investment properties.

The Group’s investment properties have been pledged to secure bank borrowings
granted to the Group. Details are set out in note 14.

Assets classified as held for sale
30.6.2020 31.12.2019
HK$’000 HK$’000
(Unaudited) (Audited)

Transfer from investment properties 3.660 —

During the period, the Group has entered into three sales and purchase
agreements with independent customers in respect of sales of the carpark spaces
have which are expected to be completed in September 2020. These investment
properties have been transferred to assets classified as held for sale during the
period. Loss on fair value change of approximately HK$1,340,000 has been
recognised in the profit or loss at the date of transfer.

The Group’s assets classified as held for sale have been pledged to secure
bank borrowings granted to the Group. Details are set out in note 14. The
assets pledged by the Group will be released upon the disposal transactions are
completed.
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12. LOAN RECEIVABLES

30.6.2020 31.12.2019

HK$’000 HK$’000

(Unaudited) (Audited)

Variable-rate loan receivables 165,065 187,665
Analysis as:

— Non-current portion 149,558 164,766

— Current portion 15,507 22,899

Total 165,065 187.665

Notes:

As at 30 June 2020, the balance included:

0]

(i)

(i)

(iv)

loan receivable amounting to HK$137,000 (31 December 2019: HK$186,000), which is secured
by the property unit of a borrower, interest bearing at Hong Kong prime rate quoted by the
lending bank plus 2% per annum. The principal amount started to be repaid in November 2016
in accordance with the repayment schedules;

loan receivables amounting to HK$7,350,000 (31 December 2019: HK$7,350,000), which are
secured by the property units of a borrower, interest bearing at Hong Kong prime rate quoted by
the lending bank. The principal amounts will be fully repaid at the respective maturity dates;

loan receivable amounting to HK$147,783,000 (31 December 2019: HK$170,334,000), which
are secured by the property units of the borrowers and interest bearing at Hong Kong prime rate
quoted by the lending bank minus 1.75% per annum. The principal amounts will be repaid in
accordance with the repayment schedules; and

loan receivable amounting to HK$9,795,000 (31 December 2019: HK$9,795,000), which
is secured by the property unit of a borrower and interest bearing at Hong Kong prime rate
quoted by the lending bank minus 2% per annum. The principal amount started to be repaid in
September 2029 in accordance with the repayment schedules.

Loans are provided to borrowers at a range of 60% to 80% (31 December 2019:
60% to 80%) of sale consideration of the pledged property units. The directors of the
Company consider that the fair values of the collaterals are higher than the carrying
amount of loan receivables at both 30 June 2020 and 31 December 2019.

As at 30 June 2020 and 31 December 2019, all the loan receivables are neither past due
nor impaired.
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The exposure of the Group’s variable rate loan receivables to interest rate risks and
their contractual maturity dates are as follows:

30.6.2020 31.12.2019
HK$°000 HK$’000
(Unaudited) (Audited)

Variable-rate loan receivables:

Within one year 15,507 22,899
In more than one year but not more than two years 21,931 41,533
In more than two years but not more than five years 127,627 123,233

165,065 187.665

The range of effective interest rates on the Group’s loan receivables are as follows:

30.6.2020 31.12.2019
HK$°000 HK$’000
(Unaudited) (Audited)

Effective interest rate
— Variable-rate loan receivables 3.25% t07.125% 3.5% to 7.125%

Before accepting any new borrower, the management would assess the potential
borrower’s credit quality and determine credit limit of the potential borrower. Certain
well established credit policies (e.g. reviewing properties buyer’s individual credit
report) are used in assessing the credit quality, which mainly include understanding
the background of the potential borrower and obtaining collaterals from the borrower.
Loan interest rates can be varied among potential borrowers. It is determined on a
case-by-case basis depending on the result of credit quality assessment and quality of
collaterals provided by the respective borrowers.
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13. PROPERTIES HELD FOR SALE

The Group’s carrying amounts of properties held for
sales, stated at cost, comprise:
— Properties under development
— Completed properties

Properties to be realised after one year

The properties under development are situated in Hong Kong and Korea.

30.6.2020 31.12.2019
HK$°000 HK$’000
(Unaudited) (Audited)
2,152,607 2,684,971
469,539 468,089
2,622,146 3,153,060
2,152,607 2,104,259

In the opinion of the directors of the Company, all properties held for sale are expected

to be realised in the business cycle of two to three years.

The Group’s properties held for sale with an aggregate amount of approximately
HK$2,619,983,000 (31 December 2019: HK$3,150,880,000) have been pledged to
secure bank borrowings granted to the Group with details set out in note 14.

All of the above properties held for sale are to be sold within the normal operating
cycle of the Group thus they are classified as current assets.

The leasehold land and building elements cannot be allocated in proportion to the
relative carrying amounts and the entire properties are classified as properties held for

sale.
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14. BORROWINGS

Bank borrowings

Scheduled payment terms of borrowings contain a
repayment on demand clause (shown under current
liabilities):

— Within one year

— In more than one year but not more than two
years

— In more than two years but not more than five
years

— More than five years

Total

30.6.2020 31.12.2019
HK$°000 HK$’000
(Unaudited) (Audited)
1,820,414 2,580,184
1,393,585 2,146,561
369,017 75,550
6,566 307,638
51,246 50,435
1,820,414 2,580,184

The exposure of the Group’s borrowings and the contractual maturity dates (or reset

dates) are as follows:

Variable-rate borrowings:
Within one year
In more than one year but not more than two years
In more than two years but not more than five years
More than five years

Fixed-rate borrowings:
Within one year

30.6.2020 31.12.2019
HK$’000 HK$’000
(Unaudited) (Audited)
1,283,977 2,032,278
369,017 75,550
6,566 307,638
51,246 50,435
1,710,806 2,465,901
109,608 114,283
1,820,414 2,580,184

The Group’s variable-rate borrowings carrying interest at Hong Kong Interbank

Offered Rate (“HIBOR”).
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The ranges of effective interest rates (which are also equal to contracted interest rates)

on the Group’s borrowings are as follows:

30.6.2020 31.12.2019
(Unaudited) (Audited)
Effective interest rates:
— Fixed-rate borrowings 3.5% 3.5%
— Variable-rate borrowings 2.25% t04.65% 2.25% to 4.6%
Bank borrowings are secured by the following assets of the Group:
30.6.2020 31.12.2019
HK$’000 HK$°000
(Unaudited) (Audited)
Properties held for sale
— Under development for sale, at cost 2,152,608 2,684,971
— Completed, at cost 467,375 465,909
2,619,983 3,150,880
Investment properties
— Carpark spaces, at fair value (Note) 3,660 5,000
— Industrial properties, at fair value 47,000 47,000
50,660 52,000
Pledged bank deposits 10,324 10,257
Total 2,680,967 3.213,137

Note: Classified as assets classified as held for sale as at 30 June 2020 as detail in note 11(b)

Certain banking facilities of the Group are subject to the fulfillment of covenants
relating to certain financial ratios of the Group, total equity and the amount of capital
expenditure incurred. If the Group breaches the covenants, the drawn down facilities
will become repayable on demand. The Group regularly monitors its compliance with
these covenants.

As at 30 June 2020 and 31 December 2019, none of the bank covenants relating to
drawn down facilities had been breached. The directors of the Company consider there
is no material impact in regard of the outbreak of a novel coronavirus to the Group’s
bank borrowings.
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15.

DISPOSAL OF A SUBSIDIARY

On 9 January 2020, the Group disposed of 100% equity interest on Rainbow Red
Holdings Limited and its loan to an independent third party for a consideration of
HK$980,000,000. The company being disposed was principally engaged in property
development in Hong Kong. The transaction was completed during the period. A gain
on disposal of a subsidiary of HK$383,197,000 has been recognised to profit or loss
during the current period.

The net assets at the date of disposal were as follows:

HK$’000
Properties held for sale 596,438
Utility deposits 37
Shareholder’s loan (600,247)
Net assets (3,772)
Net asset value of subsidiaries disposed of (3,772)
Less: Shareholder’s loan 600,247
Professional fee directly attributable to the transaction 328
Gain on disposal of subsidiary included in profit for the period 383,197
Total consideration 980,000
Satisfied by:
Cash 980,000

Upon completion of disposal, the net cash inflow in this transaction is approximately
HK$589,831,000, net of external bank borrowings of approximately HK$390,169,000
and cash consideration of HK$980,000,000. A gain on disposal of subsidiaries of
approximately HK$383,197,000 was recognised.
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16. SHARE CAPITAL

The movements in share capital of the Company are as follows:

Ordinary shares of HK$0.01 each

Authorised:
At 1 January 2019, 30 June 2019, 1 January 2020
and 30 June 2020

Issued and fully paid:
At 1 January 2019
Exercise of share options

At 30 June 2019, 1 January 2020 and 30 June 2020

The new shares rank pari passu with the existing shares in all respects.
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Number of
shares Amount
HK$’000
1,000,000,000 10,000
627,200,000 6,272
14,298,000 143
641,498,000 6.415




17.

EVENT AFTER REPORTING PERIOD

(a)

(b)

On 21 July 2020, the Group made an announcement in relation to a very
substantial acquisition of Metropolitan Group (BVI) Limited and its subsidiaries
which is principally engaged in serviced apartment business, wine cellar
and fine wine business, storage and workshop and production and other
investment holding service, from a controlling shareholder of the Company,
for a consideration of HK$460,000,000. Initial deposits of HK$42,000,000
were paid to the vendor on 21 July 2020 and the remaining consideration of
HK$418,000,000 will be settled through issuing a convertible bond to the vendor
upon completion. The transaction has not yet been completed up to date of the
report.

Since January 2020, the outbreak of COVID-19 has impact on the business
environment in Hong Kong. Up to the date of this report, COVID-19 has not
resulted in material impact to operating activities or financial performance and
financial position of the Group. The property development business, property
investment business, property management services and financing services are
operating normally during the pandemic. However, as COVID-19 continue to
evolve, depending on the subsequent development and spread of COVID-19, it
may have significant impact to the Group. Given the dynamic nature of these
circumstances, the director of the Company will continue to closely monitor the
situation and continue to assess and react actively to the impact of COVID-19
outbreak on the Group’s operations, financial position and financial performance
accordingly. The related impact on the Group’s consolidated results of operations,
cash flows and financial conditions will be reflected in the Group’s 2020 annual
financial statements.

23 _



MANAGEMENT DISCUSSION AND ANALYSIS
BUSINESS REVIEW

The Company is principally engaged in property development and property investment for
sale, rental or capital appreciation, provision of property management services and provision
of finance.

The revenue of the Group for the six months ended 30 June 2020 was approximately HK$6.3
million, including revenue mainly from provision of finance and provision of construction
and fitting out works of approximately HK$3.2 million and HK$1.4 million, respectively,
(for the six months ended 30 June 2019: approximately HK$26.4 million, including revenue
mainly from property development and provision of finance of approximately HK$20.9
million and HK$3.6 million, respectively), which represented a decrease of approximately
HK$20.1 million as compared with the last period. The profit attributable to owners of the
Company for the six months ended 30 June 2020 was approximately HK$350.3 million (for
the six months ended 30 June 2019: loss of approximately HK$3.2 million). The decrease
in revenue and the increase in profit for the six months ended 30 June 2020 was mainly due
to no completion and delivery of units from the property development project and gain on
disposal of a subsidiary of approximately HK$383.2 million during the reporting period.
The profit per share for the period was approximately HK54.61 cents as compared to loss
per share of approximately HK0.51 cents for the corresponding period last year. The review
of the individual business segments of the Group is set out below.

PROPERTY DEVELOPMENT

Development of development sites, redevelopment or enhancement of existing buildings for
the purposes of increasing their capital value and realising such increased capital value from
sale of properties. No revenue was recognised in this business segment for the six months
ended 30 June 2020 (for the six months ended 30 June 2019: HK$20.9 million). As at 30
June 2020, the Group has three completed projects, namely, (a) The Galaxy; (b) The Star
and (c¢) The Rainbow; and five projects under development, namely, (d) the Yuen Long Site
Project; (e) the Kwun Tong Site Project; (f) Tack Lee Project; (g) Seongsu Project and (h)
Sausage Project.

(a) The Galaxy:

The Group has entered into a sales and purchase agreement in June 2020 in respect of
sales of the last unit which is expected to be completed in August 2020. No revenue
was recognised for the six months ended 30 June 2020 while approximately HK$4.2
million revenue will be recognised upon completion (for the six months ended 30 June
2019: completion and delivery of 2 car parking spaces amounted to approximately
HK$0.8 million). After the completion of the said unit, all units of The Galaxy have
been sold out and delivered.
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(b)

(©)

(d)

(e)

The Star:

The Group has entered into 3 sales and purchase agreements in respect of sales of last
three car parking spaces which are expected to be completed in September 2020. No
revenue was recognised for the six months ended 30 June 2020 while approximately
HK$3.7 million revenue will be recognised upon completion (for the six months
ended 30 June 2019: completion and delivery of 2 car parking spaces amounted to
approximately HK$4.0 million). After the completion of the said car parking spaces,
all units of The Star have been sold out and delivered.

The Rainbow:

In order to enhance the attractiveness of properties held for sales and generate
temporary rental income, the Group has entered into several tenancy agreements to
rent out some commercial units. Even no revenue was recognized for completion
and delivery of the units, the temporary rental income from properties held for sale
recognised for the six months ended 30 June 2020 was HK$4.3 million. (for the
six months ended 30 June 2019: completion and delivery of 2 units amounted to
approximately HK$16.9 million).

Subsequently in August 2020, the Group has entered into 2 preliminary sales and
purchase agreements in respect of sales of 2 units of The Rainbow. Both transactions
are expected to be completed in 2nd half of 2020.

The Yuen Long Site Project:

The Group intends to redevelop it into a residential complex with some shops
on ground floor. This project is positioned as a luxury and stylish condominium
residential complex targeting at young residents pursuing high quality and design
driven lifestyle. The Group has obtained town planning approval around the middle of
2019 and building plan approval in February 2020. The hoarding and demolition work
were completed and foundation is being laid. Application for lease modification has
been lodged to the Lands Department since the fourth quarter of 2019 and we expect
the Lands Department to assess the land premium in relation to such lease modification
around the end of 2020. Upon the completion of the property redevelopment work, the
Group intends to sell out the property to generate revenue.

Kwun Tong Site Project:

The Group intends to redevelop it into a high end prestigious commercial building.
Hoarding and demolition work of the existing building commenced in the third quarter
of 2019. Town planning application was submitted in fourth quarter of 2019, and was
approved in the second quarter of 2020 to change the use of the site from industrial to
commercial together with an additional plot ratio (about 20%) in accordance with the
Government policy in the revitalization of industrial building. Upon the completion of
the property redevelopment work, the Group intends to sell out the property to generate
revenue.
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(2)

(h)

Tack Lee Project (The Cloud):

The project is named as “The Cloud”. The Group intended to redevelop and reconstruct
a new building in light of the new initiatives of the revitalization of industrial building
announced in the Policy Address by the Chief Executive in the fourth quarter of 2018.
The Group has successfully obtained the approval for minor relaxation of plot ratio to
increase the plot ratio and all demolition work has been completed in the first quarter
of 2020. The marketing campaign of The Cloud is in the progress and the pre-sales of
the building is expected to carry out in the 3™ quarter of 2020. It is estimate that the
completion and revenue recognition will be at the end of 2021 or in the year of 2022.

Seongsu Project:

The site is located in Seongsu area of Seoul, South Korea and the Group intends
to redevelop it into a high end prestigious commercial building. The construction
company for the project has been concluded and the demolition work was completed in
2M quarter of 2020. The construction process is expected to be completed in 3™ quarter
of 2022. Upon the completion of the property redevelopment work, the Group intends
to sell out the whole building to generate revenue.

Sausage Project:

The site is located at the same area of Seongsu Project. The Group intends to develop
both projects into two high end prestigious commercial buildings as landmark for
the Group in the Seongsu area. The construction company has been concluded and
the construction process is expected to be completed in 4" quarter of 2021. Upon the
completion of the property redevelopment work, the Group intends to sell out the
whole building to generate revenue. Together with Seongsu Project, they would be
regarded as a landmark for the Group in the Seongsu area. Upon the completion of
the property redevelopment work, the Group intends to sell out the whole building to
generate revenue.

Disposal of the Entire Issued Share Capital and Shareholder’s Loan of the Holding
Company of CWK Project

Save as disclosed in Annual Report 2019, the disposal of the entire issued share capital and
shareholder’s loan of the holding company of CWK Project, which was an indirectly wholly
owned subsidiary of the Company (the “Disposal of Subsidiary”) was completed. A gain
on this Disposal of Subsidiary of approximately HK$383.2 million was recognized for the
six months ended 30 June 2020.
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For the six months ended 30 June 2020, the Group has focused on planning and development
of the existing projects to ensure the scheduled timelines of the projects could be achieved.
The Group will continue to pay ongoing attention to the latest property market in Hong
Kong and worldwide to source for the best development opportunities.

PROPERTY INVESTMENT

As at 30 June 2020, the Group’s portfolio of investment properties with total carrying value
of HK$50.7 million comprised of 2 industrial units with carrying value of HK$47.0 million
and 3 car parking spaces under The Star with carrying value of HK$3.7 million all located
in Hong Kong. Save as disclosed in the above, these 3 car parking spaces under The Star
are expected to be completed and delivered in September 2020 and classified as “assets
classified as held for sale” as at 30 June 2020 (31 December 2019: approximately HK$52.0
million). Revenue recognised in this business segment for the six months ended 30 June
2020 amounted to approximately HK$0.6 million (for the six months ended 30 June 2019:
approximately HK$0.2 million), representing a stable income over the corresponding period
last year.

The Group intended to increase the proportion of investment property for rental and
capital appreciation by acquiring new investment properties, and may consider if any of
the development properties to have appreciation potential to be converted as investment
properties, which allow more stable rental income to be generated by the investment
properties.

PROVISION OF PROPERTY MANAGEMENT SERVICES

The Group is providing the property management services for the owners of our three
completed projects, The Galaxy, The Star and The Rainbow. During the 1* quarter of 2020,
the Group has entered into a management agreement to provide property management
services for the owners of a residential building located at Happy Valley. Revenue
recognised in this business segment for the six months ended 30 June 2020 amounted to
approximately HK$1.0 million (for the six months ended 30 June 2019: approximately
HK$1.6 million), the Group expects this segment of business to be expanded as the increase
of its upcoming completed projects and brand recognition via the quality of services.

PROVISION OF FINANCE

The Group is operating in this business segment to provide credit facilities to individuals
and corporations clients for its own development projects. Revenue generated from this
business segment for the six months ended 30 June 2020 amounted to approximately
HK$3.2 million (for the six months ended 30 June 2019: HK$3.6 million), representing an
decrease of approximately HK$0.4 million over the corresponding period last year. The
slightly decrease in revenue was mainly attributable to repayment of loan from borrowers.
The Group expects this business segment will continue to generate a stable income for the
Group and provide support to enhance sales of property.
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OTHER BUSINESS SEGMENTS

The Group decides to expand its business scope for generating a stable income and enhance
synergy with its existing business segments. During the six months ended 30 June 2020, the
Group is in the progress to develop below business segments:

Provision of Construction and Fitting Out Works

The Group decides to develop this business segment to provide construction services for
its own projects and fitting out works for the owners of the properties which are currently
managing by the Group to enhance the synergy and cost saving as well as quality control.
The Group is in the progress to apply the relevant licenses and expected to obtain all
necessary licenses by end of 2020.

Provision of Security Services

The Group has successfully obtained the security company license in July 2020 and is
preparing to take over the security services from the 3 quarter of 2020 for all of the sites
which it is currently providing property management services. Upon the transition, the
Group will be able to provide an all-rounded property management and security services and
this new business segment is expected to generate a stable income for the Group.

CAPITAL STRUCTURE

Detail of the movements in the Company’s share capital are set out in note 16 of this Interim
Result Announcement.

LIQUIDITY AND FINANCIAL RESOURCES

The total equity of the Group as at 30 June 2020 was approximately HK$1,055.4 million
(31 December 2019: approximately HK$709.1 million). As at 30 June 2020, the Group
maintained bank balances and cash of approximately HK$73.7 million (31 December
2019: approximately HK$62.3 million). The Group’s net current asset was approximately
HK$851.1 million (31 December 2019: HK$484.3 million). The Group had current assets
of approximately HK$2,739.8 million (31 December 2019: approximately HK$3,264.7
million). The decrease of current assets was mainly due to Disposal of Subsidiary in January
2020 as disclosed in the company announcement in relation to the very substantial disposal
dated 27 March 2020. The Group had current liabilities of approximately HK$1,892.3
million (31 December 2019: approximately HK$2,780.5 million). The decrease of current
liabilities was mainly due to repayment of bank borrowings in relation to CWK Project and
short-term loan from a director.
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The Group generally finances its operations with internally generated cashflow and
bank borrowings. As at 30 June 2020, the Group had outstanding bank borrowings of
approximately HK$1,820.4 million (31 December 2019: approximately HK$2,580.2
million). The bank borrowings as at 30 June 2020 were secured by the Group’s properties,
or pledged bank deposits, or corporate guarantee.

The Group’s gearing ratio (defined as the total interest-bearing borrowings divided by total
equity and multiplied by 100%) and net debt-to-equity ratio (defined as the total borrowings
net of cash and cash equivalents divided by total equity) decreased from approximately
369.4% as at 31 December 2019 to approximately 172.5% as at 30 June 2020 and decreased
from approximately 360.6% as at 31 December 2019 to approximately 165.5% as at 30
June 2020 respectively. The decrease of both ratios was primarily due to the Disposal of
Subsidiary and repayment of both bank borrowings and short-term loan from a director.

The Group’s debt-to-assets ratio (total borrowings net of cash and cash equivalents
divided by total assets) decreased from approximately 73.3% as at 31 December 2019 to
approximately 59.3% as at 30 June 2020 due to a repayment of bank borrowings and short-
term loan from a director after the Disposal of Subsidiary.

The Group’s capital commitment as at 30 June 2020 amounted to approximately HK$258.9
million (31 December 2019: approximately HK$99 million). The increase of capital
commitment was mainly due to contracts signed for Korea project development.

The Group has no significant contingent liabilities as at the end of the reporting period. The
Group possesses sufficient cash and available banking facilities to meet its commitments
and working capital requirements.

The Group adopts a continuing monitoring approach towards financial management policy
so that the financial resources are reviewed from time to time to ensure the Group’s smooth
operation and loan repayment obligations. Therefore, the management of the Group is of
the opinion that the Group’s financial structure and resources are healthy and sufficient for
meeting its needs on operation, potential investment and to cope with market changes.

FOREIGN EXCHANGE EXPOSURE

The Group conducts its business primarily in Hong Kong with the related cash flows, assets
and liabilities being denominated mainly in Hong Kong dollars. The Group’s primary
foreign exchange exposure arises from its property developments in South Korea which
are denominated in United States dollars and Korean Won. The Group acquired 2 sites in
South Korea as disclosed under Property Development section and the foreign currency
denomination of commercial transactions, assets and liabilities, and net investments in
foreign operations are mainly in US dollars and Korean Won.
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In respect of the Group’s operations in South Korea, the Group maintains an appropriate
level of external borrowings in Korean Won for natural hedging of Korean Won attributed to
those projects. The Korean Won currency exposure of the Group is mainly derived from the
translation of current assets and liabilities of the subsidiaries in South Korea with functional
currency of Korean Won and the Korean Won deposits held for future development costs to
be expended to Hong Kong dollar.

As at 30 June 2020, offshore borrowings were approximately Korean Won 17.0 billion,
which is approximately HK$109.6 million (31 December 2019: approximately Korean
Won 17.0 billion, which is approximately HK$114.3 million). The project loans for both
Seongsu Project and Sausage Project were secured in July 2020. The offshore borrowings

are expected to be repaid after the disposal of projects. The finance cost was approximately
4.2% as at 30 June 2020.

Apart from this, the Group does not have any material foreign exchange exposure. The
Group currently does not have a foreign currency hedging policy. However, the Directors
will continuously monitor the related foreign exchange exposure and will consider hedging
significant foreign currency exposure should the need arises. During the reporting period,
the Group has not entered into any agreement or committed to any financial instruments to
hedge any exchange rate exposure.

PLEDGE OF ASSETS

As at 30 June 2020, the Group’s investment properties and properties held for sale, as
well as pledged banks deposits with carrying value of approximately HK$50.7 million
and HK$2,620.0 million as well as HK$10.3 million respectively (31 December 2019:
approximately HK$52.0 million and HK$3,150.9 million, as well as HK$10.3 million
respectively) were pledged to secure the Group’s banking facilities.

COMPLIANCE WITH THE RELEVANT LAWS AND REGULATIONS

As far as the Board and the management are aware, the Group has complied in material
respects with the relevant laws and regulations that have a significant impact on the business
and operation of the Group. During the Period, there was no material breach of or non-
compliance with the applicable laws and regulations by the Group.
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SIGNIFICANT INVESTMENTS HELD, MATERIAL ACQUISITIONS AND
DISPOSALS OF SUBSIDIARIES, AND FUTURE PLANS FOR MATERIAL
INVESTMENTS OR CAPITAL ASSETS

On 9 January 2020, Inventive Rainbow Limited, an indirect wholly-owned subsidiary
of the Group, disposed the entire equity interest of Rainbow Red Holdings Limited, a
property development company, for a consideration of HK$980,000,000 to an independent
third party. Rainbow Red Holdings Limited was the holding company of CWK Project.
Upon reconsideration of the transactions involving change in control of entities instead of
transfer of control of assets to customers, the Group decided to treat such disposal as a very
substantial disposal and is therefore subject to the reporting, announcement, circular and
shareholders’ approval requirements under Chapter 14 of the Rules Governing the Listing
of Securities on the Stock Exchange (“Listing Rules”). Please refer to the announcement of
the Company dated 28 April 2020 and 15 July 2020; and the circular of the Company dated
28 May 2020 for details.

On 24 January 2020, the Company (as purchaser) and Metropolitan Lifestyle (BVI) Limited
(as vendor) entered into an acquisition agreement (the “Previous Acquisition Agreement”),
pursuant to which the Company conditionally agreed to acquire, and Metropolitan Lifestyle
(BVI) Limited conditionally agreed to sell, the entire issued share capital of Metropolitan
Group (BVI) Limited and all obligations, liabilities and debts owing or incurred by
Metropolitan Group (BVI) Limited and its subsidiaries (the “Metropolitan Group”) at
an aggregate consideration of HK$420,000,000. Metropolitan Lifestyle (BVI) Limited is
indirectly held as to 100% by Mr. Chan Man Fai Joe. The acquisition was lapsed on 30 June
2020 due to certain conditions under the Acquisition Agreement has not been fulfilled or
waived by the long stop date as defined in the circular. Please refer to the announcement
of the Company dated 24 January 2020 and 30 June 2020; and the circular of the Company
dated 27 March 2020 (the “Circular”) for details.

The Board considers that it will be in the interest of the Company and its Shareholders as a
whole, if, upon the termination of the Previous Acquisition Agreement, the Company and
the Vendor could enter into the Acquisition Agreement as soon as possible. Subsequently
on 21 July 2020, the Company (as purchaser) and Metropolitan Lifestyle (BVI) Limited
(as vendor) entered into another acquisition agreement to acquire the Metropolitan Group
at an aggregate consideration of HK$460,000,000. Please refer to the announcement of the
Company dated 21 July 2020 for details.

Save for those disclosed in this announcement, there was no significant investments held,
nor were there any material acquisitions or disposals of subsidiaries during the reporting

period.

Save as disclosed in this announcement, the Group did not have other plans for material
investments or capital assets as of 30 June 2020.
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EMPLOYEES AND REMUNERATION POLICY

As at 30 June 2020, the Group employed 43 employees including 12 employed under
construction company (31 December 2019: 26 including 4 employed under construction
company) and appointed 8 Directors. Salaries of employees are maintained at a competitive
level and are reviewed annually, with close reference to individual performance, working
experience, qualification and the current relevant industry practices. Apart from base salary
and statutory provident fund scheme, discretionary bonus and share options may be granted
to selected staff by reference to the Group’s as well as the individual’s performances.
Other forms of benefits such as on-the-job and external training to staff are also provided.
The Group has not experienced any material dispute with its employees or disruption
to its operations due to employee dispute and has not experienced any difficulties in the
recruitment and retention of experienced staff or skilled personnel. The Group maintains a
good relationship with its employees.

POSSIBLE RISKS AND UNCERTAINTIES

The Group has reviewed the possible risks and uncertainties which may affect its businesses,
financial condition, operations and prospects, and considered that the major risks and
uncertainties that may affect the Group included (i) economic and financial conditions which
may directly affect the property market; (i1) availability of suitable sites and/or existing
buildings for future property development; (iii) the continuous increase of construction
costs; (iv) business cycle for property under development may be influenced by a number of
factors, such as delays in obtaining the Government approvals for our property development
projects, and the Group’s revenue will be directly affected by the mix of properties available
for sale and completion; (v) all construction works are outsourced to independent third
parties that they may fail to provide satisfactory services adhering to our quality and safety
standards as well as within the timeline required by the Group; (vi) fluctuations of fair value
gain or loss incurred on financial assets and investment properties; (vii) credit risk and
recoverability of provision of finance which may incur bad debts during the downturn of
economy; and (ix) the foreign exchange risk which has disclosed under foreign exchange
exposure section.

The Board acknowledges that it is responsible for monitoring the risk management and
internal control systems of the Group on an ongoing basis and reviewing their effectiveness.
Such systems are designed to manage rather than eliminate the risk of failure to achieve
business objectives, and can only provide reasonable but not absolute assurance against
material misstatement or loss. The Group has established risk control committee for internal
control and risk management. The risk control committee will review the possible risks and
uncertainties from time to time to enable the Group could response to risk effectively and
promptly.
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IMPACT OF NOVEL CORONAVIRUS (“COVID-19”) OUTBREAK TO THE
GROUP

The COVID-19 pandemic has led to a severe impact to different industry globally as well as
people’s livelihoods. The Group has taken immediate action to minimise the impact of the
coronavirus outbreak to our business operation. The Group adopted several precautionary
measures to protect our workplace from outbreak by providing clear and timely guidelines
to all staffs; daily following up on all staff’s health status, travel history and potentially
infectious contacts; providing extra sanitisation products and air purifier machine. From
the business aspect, the sale of remaining inventory and development process was slightly
delayed in the first six months of 2020. However, since of mid-August 2020, the situation
of COVID-19 pandemic is improving, our sale of remaining inventory received a positive
response. The Group is closely communicating with the business partners to follow-up
different schedules and planning. The Group will also observe the market situation to
conduct the pre-sales of next project at the best timing.

PROSPECT

In face of pandemic, tense and rival relationship between China and America and the
debut of National Security Ordinance coupled with the social unrest, however, Hong
Kong residential market has been performing unexpectedly well pinpointed by Leading
Centaindex which reached year high, 181.72, in the month of June, not to mention plenty of
HK stocks have broken the historical high in the month of July. The new policy regarding
relaxation of mortgage on residential properties by Government and unlimited Quantitative
Easing policy by Federal Reserve of America are the key drivers.

Nevertheless, with the borders between China and other foreign countries closed, the real
economy of Hong Kong has been still suffering pains across different industries, such as
tourist related industries, retails etc. As such, both the rental and selling price of the non-
domestic properties including offices, shops and factories are sliding slowly.

After all, we are still optimistic on the both residential and non-domestic property market
due to the following reasons. Technology has been evolving all the time in the history of
human beings. As a matter of fact, many developed countries are working on vaccine and
medicine taking care of COVID-19 at full speed and in whatever it takes manner. Numerous
vaccines and medicines have come to the stage of testing in Humans. Vaccine and effective
medicine will be worked out soon. Secondly, over the course of unlimited QE, trillions
dollars are flooding into economy and financial system of America that in turn are rippling
into the financial market and economy in Hong Kong. Next to zero interest rate will help
to bring the investors back to the non-domestic property market. Thirdly, China has got
some big steps in containing the COVID-19, we believe with the advancement of testing
equipment and tracking system, the border between China and Hong Kong will be opened
up very soon. The real economy of Hong Kong will be bolstered.
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OTHER INFORMATION
INTERIM DIVIDEND

The Board has declared an interim dividend for the six months ended 30 June 2020 of
HK?2.0 cents per share (for the six months ended 30 June 2019: Nil) amounting to in
aggregate HK$12,829,960 to the shareholders of the Company whose names appear on the
Company’s register of member on Wednesday, 14 October 2020. The interim dividend is
expected to be distributed to those entitled on Tuesday, 27 October 2020. During the current
period, a final dividend of HKO0.2 cents per share in respect of the year ended 31 December
2019 (for the six months ended 30 June 2019: final dividend of HK15.5 cents per share in
respect of the year ended 31 December 2018), total HK$1,283,000 (for the six months ended
30 June 2019: HK$99,432,000), was declared and paid.

CLOSURE OF REGISTER OF MEMBERS

For determining the entitlement of the Interim Dividend, the Register of Members will be
closed from Wednesday, 14 October 2020 to Friday, 16 October 2020, during which no
transfer of shares of the Company will be registered. In order to qualify for the Interim
Dividend, all transfer of shares accompanied by the relevant share certificates must be
lodged with the Share Registrar for registration not later than 4:30 p.m. on Tuesday, 13
October 2020. The Interim Dividend is expected to be distributed to those entitled on
Tuesday, 27 October 2020.

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company adopted the Model Code for Securities Transactions by Directors of Listed
Issuers (the “Model Code”) in Appendix 10 of the Rules Governing the Listing of Securities
on the Stock Exchange (the “Listing Rules”) relating to dealings in securities. Memorandum
was sent to the Directors twice a year to draw their attention to the Model Code. Having
made specific enquiries of each Directors, the Company confirmed that all Directors, except
Mr. Chan Man Fai Joe, have complied with the required standard set out in the Model Code
throughout the reporting period and no incident of non-compliance by the directors was
noted by the Company throughout the reporting period. On 27 January 2020, the Company
entered into a conditional acquisition agreement with Metropolitan Lifestyle (BVI) Limited,
which is a company indirectly wholly owned by Mr. Chan Man Fai Joe, in relation to the
issue of convertible bonds as part of consideration of the acquisition. Afterwards Mr. Chan
Man Fai Joe noticed that the entering into of the conditional acquisition with convertible
bonds as part of the consideration within the blackout period also constitutes a breach
of A.3(a)(ii) and B.8 of the Model Code by dealing in shares within blackout period, the
acquisition agreement eventually lapsed. Save as disclosed, Mr. Chan Man Fai Joe has
complied with the required standard set out in the Model Code throughout the reporting
period.
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CONTINUING DISCLOSURE REQUIREMENTS UNDER RULE 13.21 OF
CHAPTER 13 OF THE LISTING RULES

In accordance with the continuing obligations set out in rule 13.21 of Chapter 13 of the
Listing Rules, the following are the details of the loan agreement with covenants relating to
specific performance on the controlling shareholders of the Company pursuant to rule 13.18
thereof. There exists no reporting obligation by the Company under rules 13.17 and 13.19 of
the Listing Rules accordingly.

On 13 August 2020, Noble Energy Limited (an indirect wholly owned subsidiary
of the Company), as the Borrower, entered into a facility agreement (the “Facility
Agreement”) with a bank for the land and construction loan up to an aggregated amount of
HK$255,048,000 at the terms of 21 months from the date of signing of Facility Agreement
or 6 months after the issuance of occupation permit for the Tack Lee Project, whichever is
earlier.

Pursuant to the terms of the Facility Agreement, the Company undertakes with the bank,
inter alia, that Mr. Chan Man Fai Joe, the Chairman and controlling shareholder of the
Company, shall maintain his directorship and/or indirect beneficial shareholding in the
Company for not less than 60% and maintain control over the management and business of
the Group.

As at the date of the Loan Agreement, Mr. Chan Man Fai Joe held direct and indirect an
aggregate interest in 434,640,800 shares in the Company, representing approximately
67.75% of the issued share capital of the Company.

As at the date of this announcement, the aggregate interest in the shares in the Company

held by Mr. Chan Man Fai Joe, direct and indirect, is 434,640,800 shares, representing
approximately 67.75% of issued share capital of the Company.

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

Neither the Company nor any of its subsidiaries purchased, sold or redeemed any listed
securities of the Company during the Period.
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CODE ON CORPORATE GOVERNANCE PRACTICES

In the opinion of the Directors, the Company has complied with the code provisions set
out in the Corporate Governance Code (the “CG Code”) contained in Appendix 14 to
the Listing Rules with the exception for code provision A.2.1, which requires the roles of
chairman and chief executive officer be in different individuals, throughout the Period.

Under code provision A.2.1 of the CG Code, the roles of chairman and chief executive
officer should be separate and should not be performed by the same individual. Mr. Chan
Man Fai Joe currently holds both positions. Throughout our business history, Mr. Chan Man
Fai Joe has been the key leadership figure of the Group who has been primarily involved
in the formulation of business strategies and determination of the overall direction of the
Group. He has also been chiefly responsible for the Group’s operations as he directly
supervises our senior management.

The Company has considered the issue of balance of power of authority on the Board
and believes the structure of the Company, including strong independent elements in the
Board, delegation of authorities to the management, supervision by the Board and Board
committees, is sufficient to address the potential issue on power concentration. All Directors,
who bring different experience and expertise to the Company, are properly briefed on issues
arising at Board meetings and that adequate, complete and reliable information is received
by the Directors. Furthermore, decisions of the Board are made by way of majority votes.
The Board believes that this structure is conducive to a more precise and more promptly
response to the fast changing business environment and a more efficient management and
implementation of business process. The Board also considers that vesting two roles in the
same person provides the Group with strong and consistent leadership in the development
and execution of the Group’s business strategies. The Board consider Mr. Chan Man Fai Joe
the best candidate for both positions and the present arrangements are beneficial and in the
interests of our Company and our shareholders as a whole.
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AUDIT COMMITTEE

The Audit Committee comprises three independent non-executive Directors, namely, Ms.
Chan Wah Man Carman, Mr. Lee Chung Ming Eric and Dr. Wong Wai Kong with Ms.
Chan Wah Man Carman being the chairman of the Audit Committee.

The Audit Committee has reviewed the unaudited consolidated interim results and the
interim report of the Company for the six months end 30 June 2020 and agreed to the
accounting principles and practices adopted by the Company.

In addition, the Company’s auditor, BDO Limited, has also conducted a review of the
aforesaid unaudited interim financial information in accordance with Hong Kong Standard
on Review Engagement 2410 “Review of Interim Financial Information Performed by the
Independent Auditor of the Entity” issued by the Hong Kong Institute of Certified Public
Accountants.

PUBLICATION OF FURTHER INFORMATION ON THE STOCK
EXCHANGE’S WEBSITE

A results announcement and an interim report containing the information required by the
Listing Rules will be published on the website of the Stock Exchange (www.hkex.com.hk)
and the Company (www.starproperties.com.hk) in due course.

For an on behalf of the Board
Star Properties Group (Cayman Islands) Limited
Chan Man Fai Joe
Chairman

Hong Kong, 31 August 2020

As at the date of this announcement, the Board consists of four executive Directors, namely Mr. Chan Man
Fai Joe (Chairman), Ms. Cheung Wai Shuen, Mr. Liu Hon Wai and Mr. Pong Kam Keung; one non-executive
Director, namely Mr. Yim Kwok Man; and three independent non-executive Directors, namely Dr. Wong Wai
Kong, Mr. Lee Chung Ming Eric and Ms. Chan Wah Man Carman.
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