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Recovery Well Below Pre-COVID

HIGHLIGHTS

e Hong Kong visitor arrivals and retail sales still well below pre-pandemic levels
e Rental billings improved but obscured by amortisation accounting

e Hotels turnaround is more visible but has lost momentum

e Borrowing cost tripling will be mitigated by the lowest net debt in 4 years

e Valuation for Investment Properties had not yet bottomed

GROUP RESULTS

Unaudited Group underlying net profit for the period ended 30 June 2023 decreased by 9% to
HK$3,059 million (2022: HK$3,373 million), equivalent to HK$1.01 (2022: HK$1.11) per
share.

Including a net Investment Properties (“IP”) revaluation deficit of HK$1,133 million (2022:
HK$5,039 million), Group profit attributable to equity shareholders amounted to HK$1,805
million (2022: loss of HK$1,468 million). Basic earnings per share were HK$0.59 (2022:
loss per share of HK$0.48).
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INTERIM DIVIDEND

A first interim dividend of HK$0.67 (2022: HK$0.70) per share will be paid on 12
September 2023 to Shareholders on record as at 6:00 p.m. on 28 August 2023. The
distribution will amount to HK$2,034 million (2022: HK$2,125 million), representing 65%
of underlying net profit from IP and hotels in Hong Kong.

BUSINESS REVIEW

Business environment has improved since the borders reopened in January, but
post-pandemic recovery is impeded by global geopolitical and economic uncertainties, in
addition to a strong local currency and the very slow resumption of traveling logistics
including flight capacity and valid travel documents. Hong Kong retail sales growth slowed
to 18% in the second quarter compared to 24% in the first quarter. Overall speaking, visitor
arrivals and retail sales for the first half of 2023 were still well below pre-pandemic levels
and merely improved to 37% and 85% of pre-COVID levels in 2019 respectively.

Despite a modest market recovery so far, the Group’s premier investment properties continue
to attract discerning tenants and shoppers. Retail rent has stabilised but rental improvement is
obscured by the amortisation of rental concessions granted during the COVID vyears in
accordance with accounting standards.

Office market oversupply continues to weigh on rent and occupancy, and the situation is
expected to persist until a significant shift in business climate. In view of the challenging
macro environment, IP valuation had not yet bottomed.

By comparison, Hotels’ turnaround is more visible but has similarly lost momentum and
stagnated in the second quarter.

The post-pandemic recovery is further complicated by mounting cost pressures. Rising costs,
particularly in manpower and energy, are squeezing margins in the IP and Hotels sectors.

Harbour City
Overall revenue (including hotels) increased by 8% and operating profit by 12%.

Retail
Retail revenue increased by 9% and operating profit by 16%. Location, critical mass, the
carefully curated tenant mix and effective marketing enabled Harbour City to stand out.

During the pandemic turmoil, Harbour City took the opportunity to strategically refine the
overall tenant mix by injecting new-to-market and exclusive concepts, while balancing
offerings to cater to the needs of both locals and tourists. Having established a more
competitive mall, Harbour City captured market rebound opportunities and improved
occupancy to 96% at the end of June 2023.

To capture the post-pandemic recovery more effectively, Harbour City has swiftly redirected
marketing efforts towards buzz-generating and crowd-drawing events to fully capture local
and overseas visitors. Tenants’ sales have recovered at a chequered pace. Some of the key
tenants are already reporting better sales than before the pandemic.
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Office

After borders reopened, Harbour City received more interest from investment and insurance
companies targeting Mainland customers. However, as global economic uncertainties and
oversupply persist, office rent continued to be soft. Both revenue and operating profit
decreased by 8%. Occupancy was 88% at the end of June 2023. Safeguarding occupancy by
maximising new commitments and tenant retention is priority.

Hotels

Canton Road hotels saw uptick in room rate and partial recovery in occupancy in the first
half. Marco Polo Prince Hotel has re-opened but is not yet operating at full capacity due to
manpower constraints. However, the overall demand lost steam and exhibited deceleration in
momentum heading into the second quarter.

Attesting the commitment in upholding exceptional hospitality, Marco Polo Hongkong Hotel
is honoured to be named as Recommended Hotel in the Forbes Travel Guide 2023 Awards for
the fourth consecutive year.

Times Square
Overall revenue decreased by 2% while operating profit increased by 1%.

Retail
Retail revenue increased by 6% and operating profit by 12%.

Times Square is a major vertical mall in Causeway Bay with a thriving platform for staging
cultural, artistic and pop-up activities. Occupancy was 94% at the end of June 2023.

Times Square is continuously refining its luxury and aspirational brand mix to broaden
customer base and solidify competitiveness. In addition, Time Square boasts a wide variety
of dining options and experiential spaces including co-baking space, integrated VR
experience zone and Causeway Bay’s most popular multiplex cinema, providing diverse
experience to customers.

Office

Despite the resumption of business activities and increased leasing interest, tenants generally
remain cost cautious amid a volatile business outlook. As the overall market is facing
structural headwinds due to change in corporate office requirements to accommodate flexible
working arrangements, leasing demand has been mainly driven by smaller units. Occupancy
was 87% at the end of June 2023. Revenue decreased by 14% and operating profit by 16%.

Central Portfolio

Underpinned by prime location and easy accessibility, office occupancy at Crawford House
stayed firm at 96% at the end of June 2023, while Wheelock House improved to 81%. Both
retail premises were fully let. Revenue and operating profit decreased by 12% and 14%
respectively, as the vacant space of a previous anchor tenant at Wheelock House has only
been partially leased.

The Murray, Hong Kong, a Niccolo Hotel (“The Murray”) has seen more corporate demand
and events as travel resumed. Its service excellence continues to be well recognised by global
travelers and it is proud to earn the Five-Star award for the second consecutive year in the
2023 Forbes Travel Guide Star Awards, one of the most prestigious global awards for luxury
hospitality.
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Plaza Hollywood

Completion of MTR’s Tuen Ma Line has made Diamond Hill station a major interchange
station with the Kwun Tong Line to provide convenient access covering both eastern and
western parts of both Kowloon and the New Territories. That is in addition to the densely
populated residential and increasingly commercial neighbourhoods around Plaza Hollywood.

Plaza Hollywood continued to introduce new tenants and implement marketing activities to
entice shoppers. Occupancy was 96% at the end of June 2023. Revenue and operating profit
increased by 5% and 8% respectively.

Singapore Assets

Singapore has been booming since 2022. Wheelock Place and the freehold Scotts Square
mall, both strategically located in the renowned Orchard Road shopping belt, enjoyed the
bustling foot traffic in the area and saw strong occupancy. Retail occupancies were 99% and
98% respectively at the end of June 2023. Office occupancy at Wheelock Place was
consistently high at 100%.
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FINANCIAL REVIEW
Q) Review of 2023 Interim Results

Underlying net profit decreased by 9% to HK$3,059 million (2022: HK$3,373
million) according to IP revenue amortisation accounting standards and amid high
interest rates. IP profit decreased by 10% to HK$3,079 million, while Hotel
returned to profit of HK$55 million. The Group recorded a profit attributable to
equity shareholders of HK$1,805 million (2022: loss of HK$1,468 million), after
including the revaluation deficits of IP.

Revenue and Operating Profit

Group revenue and operating profit increased by 4% to HK$6,473 million (2022:
HK$6,210 million) and 11% to HK$4,940 million (2022: HK$4,446 million)
respectively, mainly attributable to the improvement of Hotel performance after the
borders reopened.

IP revenue increased by 2% to HK$5,455 million (2022: HK$5,360 million) and
operating profit increased by 6% to HK$4,677 million (2022: HK$4,425 million).

Hotel revenue increased by 90% to HK$697 million (2022: HK$366 million) and
operating profit of HK$67 million was recorded (2022: loss of HK$172 million).

Development Properties (“DP”) revenue reduced by 88% to HK$22 million (2022:
HK$185 million) and operating loss of HK$13 million (2022: HK$27 million) was
reported.

Investment operating profit primarily from dividend income decreased by 10% to
HK$244 million (2022: HK$271 million).

Fair Value Change of IP

IP assets were stated at HK$227.4 billion based on independent valuation, giving rise
to a revaluation deficit of 0.5% at HK$1,115 million. Unrealised valuation loss
attributable to equity shareholders, net of non-controlling interests, was HK$1,133
million (2022: HK$5,039 million).

Other Net (Loss)/Income

Other net loss was HK$282 million (2022: income of HK$365 million), which mainly
comprised net fair value loss of certain financial instruments and the write-downs of
HK$88 million of the DP projects held by the Group’s listed subsidiary, Harbour
Centre Development Limited (“HCDL”).
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(1)

Finance Costs

Finance costs jumped to HK$990 million (2022: HK$609 million) after including a
mark-to-market gain of HK$71 million (2022: loss of HK$243 million) of cross
currency and interest rate swaps in accordance with the applicable accounting
standards.

Effective borrowing rate rose to 4.7% (2022: 1.4%) primarily due to higher HIBOR.
Income Tax

Taxation charge reduced by 8% to HK$627 million (2022: HK$679 million).

Profit Attributable to Equity Shareholders

Group profit attributable to equity shareholders amounted to HK$1,805 million
(2022: loss of HK$1,468 million). Basic earnings per share were HK$0.59 (2022:
loss per share of HK$0.48), based on 3,036 million (2022: 3,036 million) ordinary
shares in issue.

Underlying net profit (excluding the impact of IP revaluation and the net
mark-to-market loss of certain financial instruments) decreased by 9% to HK$3,059
million (2022: HK$3,373 million). Underlying earnings per share were HK$1.01
(2022: HK$1.11).

Liquidity, Financial Resources and Capital Commitments

Shareholders’ and Total Equity

As at 30 June 2023, shareholders’ equity increased by HK$0.2 billion to HK$190.6
billion (2022: HK$190.4 billion), equivalent to HK$62.77 (2022: HK$62.70) per
share. Total equity including non-controlling interests was maintained at HK$194.9
billion.

Assets

Total assets amounted to HK$248.6 billion (2022: HK$255.3 billion), 94% (2022:
92%) of which were in Hong Kong. Total business assets, excluding bank deposits
and cash, derivative financial assets and deferred tax assets, were HK$246.8 billion
(2022: HK$253.0 billion).

IP

IP assets totalled HK$227.4 billion (2022: HK$228.6 billion), representing 92%
(2022: 90%) of business assets. Harbour City (excluding the three hotels) was
valued at HK$154.5 billion and Times Square at HK$47.3 billion.
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Hotels

Hotel properties were stated at cost less accumulated depreciation and impairment (if
any) at HK$7.0 billion (2022: HK$7.1 billion). Valuation of these hotels amounted
to HK$14.0 billion.

DP

DP assets, including interests in an associate and joint ventures all of which held by
listed subsidiary HCDL, amounted to HK$2.3 billion (2022: HK$2.6 billion).

Other Long-term Investments

Other long-term investments were stated at market value at HK$8.6 billion (2022:
HK$13.1 billion), following disposals totalling HK$4.7 billion to reduce borrowings.
This portfolio of blue chips, held for long-term capital appreciation and reasonable
dividend return, performed overall in line with the market and each portfolio holding
is individually not material to the Group’s total assets. Marking these investments at
30 June 2023 to market produced an attributable net surplus of HK$0.3 billion (2022:
deficit of HK$3.2 billion) as reflected in the other comprehensive income. Together
with the gain realised on disposal during the period, cumulative surplus of HK$1,285
million (2022: HK$163 million) was transferred to revenue reserves upon
derecognition.

The Group’s investment portfolio analysed by industry sector and by geographical
location as below:

30 June 31 December
2023 2022
HKS$ Million HK$ Million
Analysed by industry sector:

- Properties 8,139 9,462
- Others 470 3,668
Total 8,609 13,130
Analysed by geographical location:

- Hong Kong 3,856 4,215
- Outside of Hong Kong 4,753 8,915
Total 8,609 13,130
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Debts and Gearing

Net debt as at 30 June 2023 decreased by HK$6.1 billion to HK$39.1 billion (2022:
HK$45.2 billion), to nearly its lowest level since the Company was listed, to mitigate
the increase in borrowing cost. It comprised debts of HK$40.1 billion and bank
deposits and cash of HK$1.0 billion.

An analysis of net debt is depicted below:

30 June 31 December

2023 2022
Net debt HKS$ Billion HKS$ Billion
Group (excluding HCDL) 38.8 44.7
HCDL 0.3 0.5
Total 39.1 45.2

The ratio of net debt to total equity dropped to 20.1% (2022: 23.2%).

Listed HCDL is an independent credit entity and the Group (excluding HCDL) is not
contractually exposed to HCDL’s debts.

Finance and Availability of Facilities

Total available loan facilities and issued debt securities as at 30 June 2023 amounted
to HK$53.1 billion, of which HK$40.1 billion was utilised. The breakdown is
depicted below:

30 June 2023
Available Total Undrawn
Facility Debt Facility
HK$ HK$ HK$
Billion Billion Billion
Committed and uncommitted facilities
Group (excluding HCDL) 50.8 39.4 11.4
HCDL 2.3 0.7 1.6
Total 53.1 40.1 13.0

Certain banking facilities were secured by hotel and DP in the Mainland of RMB1.3
billion (equivalent to HK$1.4 billion) (31 December 2022: RMB1.3 billion
(equivalent to HK$1.5 billion)).

The debt portfolio was principally denominated in United States dollar, Hong Kong
dollar, Singapore dollar and Renminbi (“RMB”). The respective funds were mainly
used to finance the Group’s IP.

The use of derivative financial instruments is strictly monitored and controlled. The
majority of the derivative financial instruments entered into are used for mitigating
interest rate and currency exposures.
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The Group continued to adhere to a high level of financial discipline with a strong
financial position. Financial resources are well prepared to support business and
investment activities. In addition, the Group also maintained a portfolio of liquid
listed investments with an aggregate market value of HK$8.6 billion (2022: HK$13.1
billion).

Cash Flows for the Group’s Operating and Investing Activities

For the period under review, the Group recorded operating cash inflow of HK$4.8
billion (2022: HK$4.3 billion) primarily generated from rental income. Together
with the changes in working capital and others of HK$1.6 billion (2022: HK$0.7
billion), the net cash inflow from operating activities amounted to HK$3.2 billion
(2022: HK$3.6 billion). For investing activities, the Group recorded a net cash
inflow of HK$4.7 billion (2022: outflow of HK$2.3 billion).

Capital Commitments

As at 30 June 2023, major planned expenditures for the coming years were estimated
at HK$1.1 billion, of which HK$0.4 billion was committed. A breakdown (by
segment) is as follows:

As at 30 June 2023
Committed Uncommitted Total
HK$ Million HK$ Million HKS$ Million

IP

Hong Kong 57 337 394

DP

Mainland China 351 368 719
408 705 1,113

Hotels

Hong Kong 18 1 19

Group total 426 706 1,132

These expenditures will be funded by internal financial resources, including existing
cash and surplus from operations, as well as bank loans and other borrowings.
Other available resources include monetisation of the Group’s equity investments.

Included in the above are HCDL’s expenditures totaling HK$0.7 billion, which will
be funded by its own financial resources.

Human Resources

The Group had approximately 2,800 employees as at 30 June 2023. Employees are
remunerated according to their job responsibilities and market pay trend with a
discretionary annual performance bonus as variable pay for rewarding individual
performance and contributions to the Group’s achievement and results.
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS
For the six months ended 30 June 2023 - Unaudited

Six months ended 30 June

2023 2022
Note HKS$ Million HK$ Million
Revenue 2 6,473 6,210
Direct costs and operating expenses (1,161) (1,227)
Selling and marketing expenses (125) (250)
Administrative and corporate expenses (122) (146)
Operating profit before depreciation,
amortisation, interest and tax 5,065 4,587
Depreciation and amortisation (125) (141)
Operating profit 2&3 4,940 4,446
Decrease in fair value of investment
properties (1,115) (5,053)
Other net (loss)/income 4 (282) 365
3,543 (242)
Finance costs 5 (990) (609)
Share of results after tax of an associate (146) -
Profit/(loss) before taxation 2,407 (851)
Income tax 6 (627) (679)
Profit/(loss) for the period 1,780 (1,530)
Profit/(loss) attributable to:
Shareholders of the Company 1,805 (1,468)
Non-controlling interests (25) (62)
1,780 (1,530)
Earnings/(loss) per share 7
Basic HK$0.59 (HK$0.48)
Diluted HK$0.59 (HK$0.48)
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
For the six months ended 30 June 2023 - Unaudited

Six months ended 30 June

2023 2022
HKS$ Million HK$ Million

Profit/(loss) for the period 1,780 (1,530)
Other comprehensive income
Item that will not be reclassified to profit or loss:
Fair value changes on equity investments at fair value

through other comprehensive income 209 (3,181)
Items that may be reclassified subsequently to profit or

loss:
Exchange difference on translation of subsidiaries outside

Hong Kong (62) (216)
Share of other comprehensive income of an associate and

joint ventures (20) (40)
Others (5) -
Other comprehensive income for the period 122 (3,437)
Total comprehensive income for the period 1,902 (4,967)
Total comprehensive income attributable to:
Shareholders of the Company 2,047 (4,834)
Non-controlling interests (145) (133)

1,902 (4,967)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
As at 30 June 2023 - Unaudited

30 June 31 December

2023 2022
Note HKS$ Million HK$ Million
Non-current assets
Investment properties 227,439 228,559
Hotel and club properties, plant and 7,190 7,315
equipment
Interest in an associate 604 815
Interest in joint ventures 10 20
Other long-term investments 8,609 13,130
Deferred tax assets 219 226
Derivative financial assets 298 304
Other non-current assets 59 64
244,428 250,433
Current assets
Properties for sale 1,637 1,793
Inventories 16 16
Trade and other receivables 9 1,241 1,338
Prepaid tax 7 6
Derivative financial assets - 1
Bank deposits and cash 977 1,340
3,878 4,494
Non-current assets classified as held for
sale 311 322
4,189 4,816
Total assets 248,617 255,249
Non-current liabilities
Derivative financial liabilities (2,617) (3,074)
Deferred tax liabilities (2,678) (2,715)
Other deferred liabilities (344) (342)
Bank loans and other borrowings (34,412) (42,909)
(40,051) (49,040)
Current liabilities
Liabilities directly associated with the
non-current assets classified as held for
sale 9) 9
Trade and other payables 10 (6,299) (6,812)
Pre-sale deposits and proceeds (239) (222)
Derivative financial liabilities (498) (156)
Taxation payable (888) (549)
Bank loans and other borrowings (5,702) (3,580)
(13,635) (11,328)
Total liabilities (53,686) (60,368)
NET ASSETS 194,931 194,881
Capital and reserves
Share capital 304 304
Reserves 190,255 190,060
Shareholders’ equity 190,559 190,364
Non-controlling interests 4,372 4,517
TOTAL EQUITY 194,931 194,881
-12-
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NOTES TO THE UNAUDITED INTERIM FINANCIAL INFORMATION

1. PRINCIPAL ACCOUNTING POLICIES AND BASIS OF PREPARATION

This unaudited interim financial information has been prepared in accordance with Hong
Kong Accounting Standard (“HKAS”) 34 “Interim Financial Reporting” (“HKAS 347)
issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA”) and the
applicable disclosure provisions of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited.

The preparation of the unaudited interim financial information in conformity with HKAS
34 requires management to make judgements, estimates and assumptions that affect the
application of accounting policies and reported amounts of assets, liabilities, income and
expenses on a year-to-date basis. Actual results may differ from these estimates.

The unaudited interim financial information contains condensed consolidated financial
statements and selected explanatory notes. The notes include an explanation of events
and transactions that are significant to an understanding of the changes in financial
position and performance of the Group since the annual financial statements for the year
ended 31 December 2022. The unaudited interim financial information and notes thereon
do not include all of the information required for a full set of financial statements
prepared in accordance with Hong Kong Financial Reporting Standards (“HKFRSs”).

The accounting policies and methods of computation used in the preparation of the
unaudited interim financial information are consistent with those used in the annual
financial statements for the year ended 31 December 2022 except for the changes
mentioned below.

The HKICPA has issued a number of new or amended HKFRSs that are first effective
starting from 1 January 2023. Of these, the following developments are relevant to the
Group’s consolidated financial statements:

HKFRS 17 Insurance contracts

Amendments to HKAS 1 Presentation of financial statements and HKFRS Practice
Statement 2, Making materiality judgements: Disclosure
of accounting policies

Amendments to HKAS 8 Accounting policies, changes in accounting estimates and
errors: Definition of accounting estimates

Amendments to HKAS 12 Income taxes: Deferred tax related to assets and liabilities
arising from a single transaction

Amendments to HKAS 12 Income taxes: International tax reform — Pillar Two
model rules

The Group has assessed the impact of the adoption of the above standard and
amendments and considered that there was no significant impact on the Group’s results
and financial position.

The Group has not applied any new standard or interpretation that is not yet effective for
the current accounting period.
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2. SEGMENT INFORMATION

The Group manages its diversified businesses according to the nature of services and
products provided. Management has determined four reportable operating segments for
measuring performance and allocating resources. The segments are investment
properties, development properties, hotel and investment. No operating segment has
been aggregated to form the reportable segments.

Investment properties segment primarily entails property leasing and management
operations.  Currently, the Group’s investment properties portfolio, which mainly
consists of retail, office and serviced apartments, is primarily located in Hong Kong.

Development properties segment encompasses activities relating to the acquisition of
land, development, construction and sales of trading properties, mainly in Mainland
China.

Hotel segment includes hotel operations in Hong Kong and Mainland China.
Investment segment represents equity investments in global capital markets.

Management evaluates performance primarily based on operating profit as well as the
equity share of results of an associate and joint ventures of each segment. Inter-segment
pricing is generally determined on an arm’s length basis.

Segment business assets principally comprise all tangible assets and current assets
directly attributable to each segment with the exception of bank deposits and cash,
derivative financial assets and deferred tax assets.

Revenue and expenses are allocated with reference to revenue generated by those
segments and expenses incurred by those segments or which arise from the depreciation
and amortisation of assets attributable to those segments.
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2. SEGMENT INFORMATION
a. Analysis of segment revenue and results

Share of

Decrease in results Profit/

Operating fair value of Other net after tax (loss)

profit/  investment (loss)/  Finance of an before

Revenue (loss)  properties income costs associate  taxation

HK$ HK$ HK$ HK$ HK$ HK$ HK$

Six months ended Million Million Million  Million  Million  Million Million

30 June 2023
Investment properties 5,455 4,677 (1,115) - (932) - 2,630
Development properties 22 (13) - (88) (7 (146) (254)
Hotel 697 67 - - 5) - 62
Investment 244 244 - - (115) - 129
Inter-segment revenue (16) - - - - - -
Segment total 6,402 4,975 (1,115) (88) (1,059) (146) 2,567
Others 71 2 - (194) 69 - (27)
Corporate expenses - (33) - - - - (33
Group total 6,473 4,940 (1,115) (282) (990) (146) 2,407
30 June 2022
Investment properties 5,360 4,425 (5,053) - (296) - (924)
Development properties 185 (27) - (83) 9) - (119)
Hotel 366 (172) - - (7 - (179)
Investment 271 271 - - (55) - 216
Inter-segment revenue (12) - - - - - -
Segment total 6,170 4,497 (5,053) (83) (367) - (1,006)
Others 40 (21) - 448 (242) - 185
Corporate expenses - (30) - - - - (30)
Group total 6,210 4,446 (5,053) 365 (609) - (851)
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b. Disaggregation of revenue
Six months ended 30 June

2023 2022
HK$ Million HKS$ Million
Revenue recognised under HKFRS 15
Management and services income 586 540
Other rental related income 93 260
Hotel and club operations 697 366
Sale of development properties 22 185
1,398 1,351
Revenue recognised under other accounting
standards
Rental income
— Fixed 4,218 4,213
— Variable 542 335
4,760 4,548
Investment income 244 271
Others 71 40
5,075 4,859
Total revenue 6,473 6,210

c. Analysis of inter-segment revenue

Six months ended 30 June

2023 2022
Inter- Inter-
Total segment Group Total segment Group
revenue  revenue revenue  revenue revenue revenue
HK$ HK$ HK$ HK$ HK$ HK$
Million Million Million  Million  Million Million
Investment properties 5,455 (16) 5,439 5,360 (12) 5,348
Development properties 22 - 22 185 - 185
Hotel 697 - 697 366 - 366
Investment 244 - 244 271 - 271
Others 75 4) 71 46 (6) 40
Group total 6,493 (20) 6,473 6,228 (18) 6,210
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d. Geographical information

Six months ended 30 June

Revenue Operating profit
2023 2022 2023 2022
HK$ Million HK$ Million HKS$ Million HKS$ Million
Hong Kong 6,050 5,648 4,671 4,225
Outside Hong Kong 423 562 269 221
Group total 6,473 6,210 4,940 4,446

3. OPERATING PROFIT

Operating profit is arrived at:
Six months ended 30 June
2023 2022
HKS$ Million HK$ Million
After charging:
Depreciation and amortisation on

— hotel and club properties, plant and equipment 117 140
— leasehold land 8 1
Total depreciation and amortisation 125 141
Staff cost (Note (i)) 476 446
Cost of trading properties for recognised sales 17 177
Direct operating expenses of investment properties 751 887

After crediting:

Gross rental revenue from investment properties 5,439 5,348
Interest income 19 7
Dividend income from other long-term investments 244 271
Government grants (Note (ii)) - 34
Notes:

(i) Staff costs included defined contribution pension schemes costs of HK$25 million
(2022: HK$24 million, which included MPF schemes after a forfeiture of HK$1
million).

(i) Government grants mainly included subsidy from the Employment Support Scheme
in 2022.
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4. OTHER NET (LOSS)/INCOME

Other net loss for the period amounted to HK$282 million (2022: income of HK$365
million) mainly comprising:

a.  Write-down of HK$88 million (2022: HK$80 million) in relation to development
property projects in Mainland China.

b. Net foreign exchange loss of HK$194 million (2022: gain of HK$389 million) which
included the impact arising from forward foreign exchange contracts.

5. FINANCE COSTS
Six months ended 30 June
2023 2022

HKS$ Million HKS$ Million
Interest charged on:

Bank loans 328 113
Other borrowings 703 210
Total interest charge 1,031 323
Other finance costs 30 43
1,061 366
Fair value (gain)/loss:
Cross currency interest rate swaps (65) 287
Interest rate swaps (6) (44)
Total 990 609
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6. INCOME TAX

Taxation charged to the consolidated statement of profit or loss includes:
Six months ended 30 June
2023 2022
HKS$ Million  HKS$ Million
Current income tax

Hong Kong

- Provision for the period 640 641

Outside Hong Kong

- Provision for the period 19 15
659 656

Land appreciation tax (“LAT”) (Note ¢) 1 5

Deferred tax

Origination and reversal of temporary differences (33) 18

Total 627 679

Notes:
a. The provision for Hong Kong profits tax is based on the profit for the period as
adjusted for tax purposes at a rate of 16.5% (2022: 16.5%).

b. Income tax on assessable profits outside Hong Kong is mainly Mainland China
corporate income tax calculated at a rate of 25% (2022: 25%), Mainland China
withholding tax on dividend at a rate of up to 10% (2022: 10%) and Singapore
income tax at a rate of 17% (2022: 17%).

c. Under the Provisional Regulations on LAT, all gains arising from transfer of real
estate property in Mainland China are subject to LAT at progressive rates ranging
from 30% to 60% on the appreciation of land value, being the proceeds on sales of
properties less deductible expenditures including cost of land use rights, borrowings
costs and all property development expenditures.

d. Tax attributable to an associate for the six months ended 30 June 2023 of HK$126
million (2022: Nil) is included in the share of results of an associate.

7. EARNINGS/(LOSS) PER SHARE

The calculation of basic earnings/(loss) per share is based on the profit attributable to
ordinary equity shareholders for the period of HK$1,805 million (2022: loss of
HK$1,468 million) and 3,036 million ordinary shares in issue during the period (2022:
3,036 million ordinary shares in issue).

There were no potential dilutive ordinary shares in issue during the six months ended 30
June 2023 and 2022.
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8.

9.

DIVIDENDS ATTRIBUTABLE TO EQUITY SHAREHOLDERS

Six months ended 30 June

2023 2023 2022 2022
HK$ HK$ HK$ HK$
per share  Million pershare  Million
First interim dividend declared after
the end of the reporting period 0.67 2,034 0.70 2,125

a. The first interim dividend based on 3,036 million (2022: 3,036 million) ordinary
shares in issue declared after the end of the reporting period has not been recognised
as a liability at the end of the reporting period.

b. The second interim dividend of HK$1,852 million for 2022 was approved and paid
during the six months ended 30 June 2023.

TRADE AND OTHER RECEIVABLES
Included in this item are trade receivables (net of loss allowance) with an ageing analysis
based on the invoice date as follows:

30 June 31 December
2023 2022
HKS$ Million HK$ Million

Trade receivables
0 - 30 days 177 170
31 - 60 days 12 20
61 — 90 days 9 8
Over 90 days 31 13
229 211
Other receivables and prepayments 1,012 1,127
1,241 1,338

The Group has established credit policies for each of its core businesses. The general
credit terms allowed range from 0 to 60 days, except for sale of properties from which
the proceeds are receivable pursuant to the terms of the agreements. All the trade and
other receivables were expected to be recoverable within one year, except for other
receivables of HK$272 million (2022: HK$295 million), which were expected to be
recoverable after more than one year.
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10. TRADE AND OTHER PAYABLES
Included in this item are trade payables with an ageing analysis based on the invoice date
as follows:
30 June 31 December

2023 2022
HKS$ Million HK$ Million
Trade payables

0 - 30 days 58 65
31 - 60 days 14 13
61 - 90 days 4 13
Over 90 days 15 12
91 103

Rental and customer deposits 3,038 3,093
Construction costs payable 1,244 1,502
Other payables 1,926 2,114
6,299 6,812

11. REVIEW OF UNAUDITED INTERIM FINANCIAL INFORMATION
The unaudited interim financial information for the six months ended 30 June 2023 has
been reviewed with no disagreement by the Audit Committee of the Company.
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CORPORATE GOVERNANCE CODE

During the financial period under review, the Company has applied all the principles and
complied with all the code provisions of the Corporate Governance Code contained in
Appendix 14 to the Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited, with one exception as regards Code Provision C.2.1 providing for the
roles of the chairman and chief executive to be performed by different individuals.

Such deviation is deemed appropriate as it is considered to be more efficient to have one
single person to be Chairman of the Company as well as to discharge the executive functions
of a chief executive thereby enabling more effective planning and better execution of
long-term strategies. The Board of Directors of the Company (the “Board”) believes that the
balance of power and authority is adequately ensured by the operations and governance of
the Board which comprises experienced and high calibre individuals, with more than half of
them being Independent Non-executive Directors.

PURCHASE, SALE OR REDEMPTION OF SECURITIES

Neither the Company nor any of its subsidiaries has purchased, sold or redeemed any listed
securities of the Company during the financial period under review.

RELEVANT DATES FOR INTERIM DIVIDEND

Ex-entitlement date 25 August 2023 (Fri)
Latest time to lodge share transfer 4:30 p.m., 28 August 2023 (Mon)
Record date/ time 6:00 p.m., 28 August 2023 (Mon)
Payment date 12 September 2023 (Tue)

In order to qualify for the above-mentioned interim dividend, all transfers, accompanied by
the relevant share certificates, must be lodged with the Company’s Hong Kong Branch Share
Registrar, Tricor Investor Services Limited, at 17/F, Far East Finance Centre, 16 Harcourt
Road, Hong Kong, not later than 4:30 p.m. on Monday, 28 August 2023.

By Order of the Board of

Wharf Real Estate Investment Company Limited
Kevin C. Y. Hui

Company Secretary

Hong Kong, 7 August 2023

As at the date of this announcement, the Board comprises Mr. Stephen T. H. Ng, Mr. Paul Y.
C. Tsui, Ms. Y. T. Leng and Mr. Horace W. C. Lee, together with eight Independent
Non-executive Directors, namely Mr. Alexander S. K. Au, Mr. Tak Hay Chau, Ms. Lai Yuen
Chiang, Hon. Andrew K. Y. Leung, Mr. Desmond L. P. Liu, Mr. R. Gareth Williams, Dr.
Glenn S. Yee and Professor E. K. Yeoh.
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