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CHAIRMAN’S STATEMENT
ITEHMES

Dear Shareholders,

On behalf of the board of directors of Talent Property Group
Limited (the “Company”), | am pleased to present the audited
consolidated results of the Company and its subsidiaries (the

“Group”) for the year ended 31 December 2016.

FINANCIAL RESULTS

The consolidated revenue and gross profit for 2016 amounted
to approximately RMB506.8 million (2015: RMB366.0 million)
and RMB91.0 million (2015: RM77.1 million),
Increased revenue and gross profit was primarily contributed

respectively.

by the continual sales & delivery of high-rise residential units of
our flagship project, Xintian Banshan. Impairment loss provided
thereto in previous years was reversed partly in view of its latest
sales record and market condition in 2016. Commercial units
of Tianlun Garden was contracted for sales in August 2016
and a revaluation deficit had been recorded. Non-cash finance
costs of the convertible notes reduced significantly after its
full conversion in June 2016. Whereas accounting treatment
of project acquisition cost for real estate businesses in 2010
(“Previous Acquisition”) continued bringing impacts on sharing
results of our associate. For these reasons, a loss attributable to
the owners of the Company of RMB73.7 million was recorded
(2015: RMB115.1 million).
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OPERATING REVIEW AND OUTLOOK

Global geo-politics had been volatile in 2016, with Black
Swan incidents occurring one after another. The process of
globalization faced severe challenges. Regional geo-politics
remained turbulent, and the conflicts between major countries
enhanced. Growth of global economy slowed down in 2016
as compared with 2015. The pattern of growth in developed
economies became split. The growth of economy in US was
relatively faster, whilst that in Japan and Europe were still weak.
In the face of these external circumstances, China insisted on
the pace of growth in a steady and yet growing manner, which
implemented a proactive fiscal policy and a prudent monetary
policy, thereby maintaining policy continuity and stability. GDP
grew by 6.7% in China, which played an important role in
stabilizing the expectations on economic growth currently by the
world. Such relaxed and favorable macro-economic environment
effectively promoted the real estate market of China to rise both
in term of volume and price. We also saw the Guangzhou region
to catch up its lagging position in 2016. However, the booming
of the real estate market raised the concerns of the regulatory
authorities. The model of “One City One Policy”, which was
featured by differentiated control policies were published, so as
to mitigate the situation at different localities. As the momentum
over control tightened, it is expected to the real estate markets
in the first and second-tier cities will resume their rational
development.
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CHAIRMAN’S STATEMENT
ITEHMES

Xintian Banshan, the Group’s flagship project, is located in
Nanhu Scenery Zone of Baiyun District in Guangzhou. The
project was built along the mountain and facing the lake.
Accentuating the grandeur of the project is a height difference of
118 meters along the valley of the mountain. Within 20-minute
driving distance from Tianhe district of Guangzhou, the project
is set in a tranquil environment in proximity to prosperous areas.
Through ingenious combinations, the mountains and nature
formed a one-by-one special space in the neighbourhood. The
villas at Area B deployed a centripetal layout, which formed a
group closely attached to the centre. The villas at Area C spread
along the outskirt of the mountain in circular form, and became
a friendly group well knitted along the boundary. The high rise
residential apartments at Area D formed a semi-crescent shape
along the mountain and became the backdrop of this property
project. The villas at Area E freely scattered around the slope
and melted between the mountains. Although this project is not
the type of housing that has a strong demand in the market, by
capitalizing on the standard of qualities and image insisted by the
Group, this project was still successful in seizing opportunities
in the market. Through the sales team and the collective efforts
of employees, satisfactory results on the sales were obtained.
The contracted sales amount and area recorded during the year
were approximately RMB803 million (2015: RMB299 million) and
25,600 square meters (2015: 9,100 square meters). Most of the
high-rise residential apartments in Area D and villas in Area C
were sold. Looking into 2017, the Group strictly monitored the
progresses of Area B and Area E with the construction of villas,
landscape works and decoration of show flats, which will be
launched to the market later this year. In addition, we will also
explore the demand of customers, and promote the sales of
penthouse special units at Area D, left-over units at other area
and parking spaces of this project, so as to collect cash upon
sales and deliveries.
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The redevelopment project, which was located at Liwan District,
Guangzhou and acquired by the Group in late 2013, into a
10-storey building integrated with commercial and office uses -
Talent Shoes Trading Center was completed in early 2015 and
has been launched for rent. However, due to China’s economic
slowdown in recent years, tough competition from e-commerce
business and a depressed shoe sector, the existing tenants,
being small and medium enterprises, are facing difficulties in their
business operation. In light of such situation, the Group offered
rental discounts for a short and medium term in a bid to retain
more tenants and help them tide over the troubles. Looking
forward to 2017, exports from China showed recovery during
recent months. The traditional wholesale and retail operations
for the footwear industry will also be benefitted. The Group
will also strengthen its efforts in leasing through participation
in exhibitions, promotion and adjust its tenant mix, so as to
enhance the rent potential from Talent Shoes Trading Center in
future.

In order to improve the use of funds and return on assets, the
Group had always intended to dispose the commercial units of
Tianlun Garden in its investment properties portfolio. In August
2016, a sales and purchase agreement was signed with an
independent third party for its sale at RMB210 million. As of
the date of this report, the Group had received the first two
tranche of installments from the buyer. It is now in the process
of completing the domestic administrative and tax formalities
as well as considering arrangements with the buyer for the
completion of the payment of the outstanding installments and
the transfer of the property rights.

Linhe Village redevelopment project is located in the central
business district of Tianhe District in Guangzhou, which is
adjacent to Guangzhou East Railway Station. The Group
cooperates with Sun Hung Kai Properties in this project.
The project comprises a grade A commercial office building
namely “Guangzhou Commerce Centre”. A gross floor area of
approximately 32,500 square meters was sold at approximately
RMB1,119 million during the year. As to the luxurious high rise
apartment of the project, “Forest Hill”, block 1 to 4 were almost
sold out and delivered. The high rise residential apartments at
Block 5 to 7 were also close to their completion. Block 5 to 6
were already launched for pre-sale and the results had been
satisfactory.
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Benefitted from the rise in domestic consumption in China and
the sustainable growth in the economy, in particular e-commerce
industry, the logistics market in China continued to expand
during recent years. Therefore, the increase in demand for more
advanced logistics services drove the additions of logistics
facilities in China. With the expected expansion of disposable
income and urbanization, coupled with the ongoing development
of the e-commerce market and third-party logistics suppliers
market continues, the logistics facilities market in China shall
have enormous growth potential under favourable policies from
the government. In view of the above, the Group partnered with
an independent third party, Guangzhou Tongzhou Investment
Company Limited (“Guangzhou Tongzhou”) for the formation of
a project company namely Guangzhou Guoyou Logistics Co.,
Ltd. (“Guangzhou Guoyou”). Guangzhou Tongzhou is under
the same control by the founder of Guangdong Linan Logistics
Group. Guangdong Linan Logistics Group (official website: www.
linangroup.cn) is an integrated conglomerate. Its core enterprise,
Guangdong Linan Logistics Development Co., Ltd., is a leading
enterprise primarily engaged in the investment, operation,
development and management of logistics informatization, and
is also strongly appraised by provincial and municipal people’s
government in China. In addition, Guangdong Linan Logistics
Group operates a number of websites and mobile applications
that provide integrated logistics information and electronic
payment mobile services. Guangzhou Guoyou had successfully
bid the land use right for a piece of land in Yangzhou City,
Jiangsu Province in January 2017 through public tender. The
location of the land lot is advantageous, which is conducive
to the logistics layout, whilst the business environment at the
peripheral area is sound for trading industry. Through the market
research, Guangzhou Gouyou decided to develop this project
into agricultural byproducts market with a principal operation
in “wholesale of vegetables and dry goods seasoning”. The
project will be developed as a modern vegetables demonstration
site primarily attracting farms in the central region of Jiangsu
Province covering high end vegetables sales in a modern
manner. There will be different function departments such as
demonstration, trading, logistics and distribution, and integrated
business, covering the demand of Yangtze River Delta region
from Yangzhou. We expect the project to be completed after one
year, with a gross floor area of about 100,000 square meters for
sale. There will also be about 20,000 square meters for leasing
as a logistics service center, retail area and information hall.
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The commencement of logistics-related project development
will increase the land reserve and geographical coverage of the
Group whilst diversifying the risk of tightening housing policies to
be imposed by the Government. Together with the full conversion
of convertible notes issued in respect of the Previous Acquisition
into ordinary shares of the Company during 2016, the capital
base of the Group was expanded substantially. | believe that this
will outline a clearer future to the Group as a whole.

APPRECIATION

On behalf of our board of directors, | would like to take this
opportunity to thank our Shareholders, customers, banks
and business partners for their trust and support and all our
employees for their hard work and dedication. The Company and
our board of directors will continue to enhance the integrated
competitiveness of the Group and look for opportunities
prudently, so as to ensure a steady growth in results of the
Group and create value for our Shareholders and the community.

Zhang Gao Bin
Chairman and Executive Director
PRC Hong Kong

30 March 2017
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BUSINESS AND FINANCIAL REVIEW
E v NEupAE

OVERVIEW

The principal activity of Talent Property Group Limited (the
“Company”) is investment holding. On 10 December 2010, the
Company completed the acquisition of Talent Central Limited
which, through its subsidiaries, holds interests in various real
estate projects in the PRC (the “Previous Acquisition”) from
Talent Trend Holdings Limited (“Talent Trend”). In previous years,
the Company and its subsidiaries (collectively “the Group”)
had undergone certain reorganisation of its businesses and
projects with an objective to streamline its operations into
a more property focused business in first-tier cities in the
PRC. The Group currently engages in the business of (i) real
estate development, (i) property investment and (iii) property
management in Guangzhou, the PRC.

During the year ended 31 December 2016, approvals were
obtained from relevant authorities and independent shareholders
of the Company for the full conversion of the outstanding
convertible notes, which was issued for the Previous Acquisition,
with value of HK$2,139.85 million into ordinary shares of the
Company. After its full conversion on 3 June 2016, the capital
base of the Company was enlarged significantly.

REVENUE AND GROSS PROFIT

For the year ended 31 December 2016, the Group recorded
a revenue and gross profit of RMB506.8 million and RMB91.0
million, respectively, as compared to revenue of RMB366.0
million and gross profit of RMB77.1 million for the year ended 31
December 2015.

Revenue for the year increased significantly. It was primarily
the result of continual delivery of the newly completed luxury
high-rise residential units of Xintian Banshan in Guangzhou.
During year 2016, a revenue of RMB461.2 million (2015:
RMB323.1 million) was recorded from the delivery of Xintian
Banshan with gross floor area of approximately 15,400 sgm
(2015: 11,200 sgm). Whereas, revenue from selling of other
properties held for sale was RMB16.6 million (2015: RMB11.3
million).
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BUSINESS AND FINANCIAL REVIEW

Redevelopment of the 10-storey complex building, namely Talent
Shoes Trading Center, for commercial and office use located at
Zhan Xi Shoe Market was completed and opened in March 2015.
During 2016, rental income and properties management fee
income totaling RMB19.7 million (2015: RMB25.8 million) were
recorded therefrom.

Rental income and properties management fee generated from
commercial units of Tianlun Garden and other properties of
the Group totaling RMB9.3 million (2015: RMB5.8 million) was
recorded.

After taking into account the acquisition costs from Previous
Acquisition, subsequent development cost as well as provision
for impairment loss in previous years, a gross profit and overall
gross profit margin of RMB91.0 million and 18.0% (2015: a gross
profit of RMB77.1 million and gross profit margin of 21.1%),
respectively, were recorded. Majority revenue were derived from
delivery of high-rise residential units, lower gross profit margin
was due to its increased costs on internal decoration, facilities
and share of common area development costs.

DISTRIBUTION COSTS

The Group increased its effort on marketing Xintian Banshan
in Guangzhou. As a result, distribution cost increased from
RMB12.5 million in 2015 to RMB18.9 million in 2016.

ADMINISTRATIVE AND OTHER OPERATING
EXPENSES

Overall projects related compensation, commission and legal
cost reduced substantially during the year. Alongside with
reduced sundry tax levies and exchange loss, administrative and
other operating expenses lowered to RMB48.5 million (2015:
RMB66.5 million).
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BUSINESS AND FINANCIAL REVIEW
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SHARE OF (LOSS)/PROFIT OF ASSOCIATE

The Linhe Cun Rebuilding project is an old village redevelopment
project located in the CBD of Tianhe District in Guangzhou and
adjacent to the Guangzhou East Railway station. The project
involves compensation and relocation of original occupiers of the
village, demolition of existing village buildings, construction of
new buildings for the resettlement of existing occupiers and for
sales. The project is carried out by an associate which is owned
as to 30% and 70% by the Group and Sun Hung Kai Properties
Group, respectively.

Development the first two phases of the high-end residential
buildings (namely Forest Hills) was completed. Substantial units
sold were delivered in previous years. In addition to sales &
delivery of remaining units of Forest Hills, the development of
39-storey commercial tower (namely Guangzhou Commerce
Centre) was completed and sold during the year. As a result of
lower gross profit margin, higher selling expenses and higher
effective income tax rate, post-tax profit reduced substantially.
After taking into account the acquisition costs from Previous
Acquisition, the Group recorded a share of loss of RMB67.4
million (2015: profit of RMB37.0 million).

FAIR VALUE CHANGES AND IMPAIRMENT
LOSS ON PROPERTIES PORTFOLIO

Regarding our investment properties, a revaluation surplus
amounting RMB9.8 million was recorded for Talent Shoes Trading
Center after revaluation. The Group retained its tenants effectively
by launching various incentive programs. Whereas a revaluation
deficit of RMB37.6 million was made for other investment
properties. This was primarily attributable to the difference
between the disposal price of RMB210 million and the book
value of commercial units of Tianlun Garden of RMB245.7 million
as at 31 December 2015. Details of its disposal were stated in
the announcement dated 1 August 2016. As at year ended 31
December 2016, two instalments were received. As at the date
of this report, the Group was working with the purchaser in
finishing local administrative and tax procedures for the payment
of outstanding instalments and transfer of properties title.
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BUSINESS AND FINANCIAL REVIEW

Regarding our residential project, Xintian Banshan, garden and
landscape engineering, refined decoration and structural work of
the grand-sized luxurious villas and show flats along the valley
In 2016, the sentiment of the
residential property market in Guangzhou improved prominently.

of the mountains are ongoing.

After considering market conditions, pace of contract sales,
lifted selling prices, further development costs to be incurred as
well as the latest revaluation, a reversal of previously provided
impairment loss of RMB80.3 million (2015:
RMB116.8 million) was recorded for our completed properties for

impairment loss of
sales and properties under development.

The above revaluation was conducted by an independent
qualified professional valuer.

FINANCE COSTS

Imputed finance cost arising from convertible notes before
immediate before its full conversion was RMB45.9 million (2015:
RMB115.0 million).

Finance costs arising from bank and other borrowings (before
capitalisation) increased to RMB38.6 million (2015: RMB28.2
million) because the average outstanding balances of bank
borrowings and interest rate were lower in 2015 than 2016.

INCOME TAX (CHARGE) CREDIT

Increased recognition of revenue of Xintian Banshan led to higher
corporate income tax and land appreciation tax. Besides, less
reversal of deferred tax was recorded because of significant
reduction of fair value deficits and reversal of provision for
impairment loss for our properties portfolio. As such, income tax
charge of RMB18.7 million was recorded in 2016 instead of a tax
credit of RMB76.3 million in 2015.

LOSS FOR THE YEAR ATTRIBUTABLE TO
OWNERS OF THE COMPANY

As a result of the above, the Group recorded a loss attributable
to owners of the Company of RMB73.7 million in 2016 (2015:
loss of RMB115.1 million).
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BUSINESS AND FINANCIAL REVIEW
E v NEupAE

PRINCIPAL RISKS AND UNCERTAINTIES

The following content lists out the key risks and uncertainties
facing the Group. It is a non-exhaustive list and there may be
other risks and uncertainties further to the key risk areas outlined
below.

Market Risk

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

Operational Risk

The Group’s operation is subject to a number of risk factors
distinctive to property development and property related
businesses. Default on the part of its buyers, tenants, sub-
tenants, contractors and strategic business partners, and
inadequacies or failures of internal processes, people and
systems or other external factors may have various levels
of negative impact on the results of the Group’s operations.
Additionally, accidents may happen despite systems and policies
set up for their prevention, which may lead to the Group’s
financial loss, litigation, or damage in reputation.

Risk pertaining to the property leasing and sub-
leasing

The rental rates and the occupancy rates will depend on various
factors, including but not limited to, prevailing supply and
demand conditions, economic conditions as well as the quality
of the properties. There is no assurance that the Group is able
to look for new tenants and/or sub-tenants within a short period
of time or procure new leases or renew existing leases and/or
sub-leases at the prevailing market rates.
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BUSINESS AND FINANCIAL REVIEW

SIGNIFICANT EVENTS AFTER THE
REPORTING PERIOD

The Group has entered into an agreement with an independent
third party for the formation of a subsidiary namely Guangzhou
Guoyou Logistics Co., Ltd.
December 2016 and its business license had been granted by

(“Guangzhou Guoyou”) on 28

relevant government authorities on 4 January 2017. The Group
is committed to make a capital contribution of approximately
RMB24.93 million which represents 51% equity interest of
Guangzhou Guoyou. Guangzhou Guoyou has successfully bid
for the land use rights to a land parcel in Yangzhou, the PRC, for
a consideration of RMB190.81 million with a site area of 81,186
sgm on 11 January 2017. Details of these events were stated in
the announcements dated 28 December 2016 and 11 January
2017.

PROSPECT

Looking forward 2017, it is expected that the Central
Government will maintain and put forward different regulatory
measures across country based on the principle as stated in
the meeting of the Central Economic Work Conference that “the
housing properties are for accommodation but not for speculative
trading” with a view to developing a long-term sustainable
development of property markets. As such, it is expected that
the property market in tier-1 cities would cool down. Our luxury
and grand sized residential project Xiantian Banshan is well
positioned for home switching, art and life tasting rather than
for speculative trading. In addition, we have locked substantial
contracted sales for revenue recognition. These could loosen
Full

conversion of convertible notes and diversification into logistics

possible impact arising from tightening environment.

properties development in 2016 marked a milestone for better
future of the Group.
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BUSINESS AND FINANCIAL REVIEW
E v NEupAE

PORTFOLIO OF PROPERTIES YIEHE
As at 31 December 2016, the Group’s properties and projectson R-ZZE— X F+-_A=+—H KEBEHNIRA
hand are shown in the table below: MERIBEEINTX :
Investment properties rREYHE
Gross floor Percentage

Lease term area (sq.m.) interest
Project and address Purpose of land HEEERE EREIL
1HE Rt A& T FAEHIRR (7 3K) %
A 10-storey commercial building built over a Commercial Medium 22,5626* 100%
basement of 3 levels, mixed commercial and [EHES R HA

office building with car parking spaces. No. 18
Zhan Xi Road, Liwan District, Guangzhou City,
Guangdong Province, the PRC
(“Talent Shoes Trading Center”)
BB RE BN 7 &R IA 71857
—IEEN=EE FRIEEERPAGEEERE
BEMAZI0ESEHEET

(RREEXHTL)

Commercial units of Shangyu Garden, Commercial Medium 2,198 100%
No. 45 Tianhe Road, Tianhe District, [EES A

Guangzhou City, Guangdong Province,

the PRC (“Shangyu Garden”)

FP B BR A B M TR RO [ KO B 4555

FEIEE ([ HEIEE ) AR El

Commercial units of Tianlun Garden, Commercial Medium 11,777% 100%
No. 17-29 Jianshe Si Ma Lu, Yuexiu District, [EES h H]

Guangzhou City, Guangdong Province,

the PRC (“Tianlun Garden”)*

PEERE BN TS RERIER17-295%

RwieE ([ RtefeE ) 2 A EA!

*

Being gross floor area of property excluding the car parking * B mBEEEE (TeREFEEM) -
spaces.

# As at 1 August 2016, the Group entered into an agreement for  # RZT—ANFNA—B  AEBRLEZYE

the disposal of this subject properties. As at 31 December 2016, At o RZE—R"F+A=1+—H" ' F&
this disposal was not yet completed. The relevant properties are B E MR - BEMELELFS PR RE
shown as “Assets classified as held for sale” in the consolidated BRIRAE [ DEARBIELEZEE]

statement of financial position.
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Properties under development

BUSINESS AND FINANCIAL REVIEW g
75 K W 55 Bl R

BREPYE

Planned
Saleable
GFA* Percentage

Site area (sg.m.) interest

(sq.m.) SHEITTERE % Stage of Expected
Project and address WEmME AEEEmE- #z completion completion date
HE Rtk (F7K) (FFHXK) Botk% TREBR =TI BH
Xintian Banshan 118,102 Approximately 100%  Under 2018
South Lake Village Phase I, #357,100 development ~ —ZT—\F
Tonghe Road, Baiyun District, e
Guangzhou City, Guangdong
Province, the PRC (“Xintian
Banshan”)
RFW
EBILAEE — A
PEERAEMNT B EERME
([#rREL D
Linhe Rebuilding Project 57,793 Approximately 30%  Under 2018
Tianhe District, #164,100 development —T-N\F
Guangzhou City, FEH
Guangdong Province,
the PRC
MFIAT E IR B
H B R BN T R =
* It excludes area for car parking spaces, units delivered and  * TBEEFEEEMN  ERXNARERTIARNNE

completed for delivery. fi °
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BUSINESS AND FINANCIAL REVIEW
E v NEupAE

Completed properties held for sale BIEHEZCR T Y
Gross floor Percentage
area (sq.m.) interest %
BEEEE EEEIL
Project and address (FHK) %
1H B R it (Note)
(H17)
Residential units of Approximately 100%
Xintian Banshan 4311,500
completed for delivery
ERTIFRMNEARF L EEEM
Residential units of Approximately 100%
South Lake Village Phase |, Tonghe Road, 476,900
Baiyun District, Guangzhou City,
Guangdong Province, the PRC
(VRN
PEIERE RN
A& & RME
AL —HA
ZFEEM
Car parking spaces of Dongming Xuan, N/A 100%
Tianlun Garden and Shangyu Garden A5 A

(VIS
RIGE - XfeftE M D BIERZ B
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BUSINESS AND FINANCIAL REVIEW

LIQUIDITY AND FINANCIAL RESOURCES

The Group’s total assets as at 31 December 2016 were
approximately RMB3,636.8 million (31 December 2015:
approximately RMB3,511.3 million) which were financed by
the total equity and total liabilities (including convertible notes)
of approximately RMB1,829.6 million (31 December 2015:
approximately RMB184.7 million) and approximately RMB1,807.2
million (31 December 2015: approximately RMB3,326.6 million)
respectively.

The directors consider the Group will have sufficient working
capital for its operations and financial resources for financing
future investment opportunities.

The Group borrowings were all denominated in Renminbi. Bank
balances and cash were mainly denominated in Renminbi. As at
31 December 2016, there were no outstanding forward contracts
in foreign currency committed by the Group that might involve it
in significant foreign exchange risks and exposures.

CAPITAL STRUCTURE

On 10 December 2010, convertible notes and promissory notes
in principal amount of HK$3,100 million and HK$160 million
respectively were issued as part of the consideration for the
Previous Acquisition. On 3 June 2016, all outstanding convertible
notes were converted into ordinary shares of the Company.
The Group’s gearing ratio then computed as total debts over
total assets was approximately 49.7% as at 31 December 2016
(31 December 2015: 94.7%). As at 31 December 2016, bank
borrowings were amounted to RMB184.5 million carried fixed
interest rate (2015: RMB399.5 million carried interest rate varied
in accordance with the base rate of People’s Bank of China).
Whereas other borrowings amounted to RMB60.5 million (2015:
RMB89.9 million) carried fixed interest rate.
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BUSINESS AND FINANCIAL REVIEW
E v NEupAE

EXPOSURE TO FOREIGN EXCHANGE

The revenue and the cost of sales and income of the Group are
mainly denominated in Renminbi. Therefore, the Group is not
exposed to any other material foreign currency exchange risk.
An average rate and a closing rate of HK$1.1659: RMB1 and
HK$1.1159: RMB1, respectively, were applied on consolidation
of the financial statements for the year ended 31 December
2016.

CHARGES ON ASSETS

As at 31 December 2016, certain assets of the Group with
an aggregate amount of approximately RMB688 million (31
December 2015: RMB1,546.7 million), represented by investment
properties of approximately RMB688 million (31 December 2015:
properties under development of approximately RMB545.0
million, completed properties held for sale of approximately
RMB78.0 million and investment properties of approximately
RMB923.7 million), were pledged to secure general banking
facilities.

NUMBERS AND REMUNERATION OF
EMPLOYEES

As at 31 December 2016, the Group had approximately 191
(31 December 2015: 190) employees, with about 188 in
the Mainland China and 3 in Hong Kong. All employees are
remunerated based on industry practice and in accordance with
prevailing labor law. In Hong Kong, apart from basic salary, staff
benefits including medical insurance, performance related bonus,
and mandatory provident fund would be provided by the Group.

The adoption of a new share option scheme was approved by

the shareholders meeting held on 20 May 2013. No new share
options were granted during the current year.
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BUSINESS AND FINANCIAL REVIEW

ENVIRONMENTAL POLICIES AND
PERFORMANCE

The Group adheres to environmental sustainability from office
throughout the property portfolio. As a responsible corporation,
the Group strives to ensure minimal environmental impacts
by carefully managing its energy consumption, water usage,
property design and waste production. In addition, we engaged
construction contractors with relevant licenses that was granted
by government authorities encompass environmental protection
and work safety. The Group has closely monitored the project at
every stage to ensure the project development and construction
process are in compliance with environmental protection and
safety laws and regulations, and would require construction
contractors to immediately resolve any defect or non-compliance,
where necessary. In addition, the Group strives to minimize the
environmental impact by saving electricity and encouraging
recycle of office supplies and other materials. For further details,
please refer to the Environmental, Social and Governance
Report.

COMPLIANCE WITH LAWS AND
REGULATIONS

The Group’s operations are mainly carried out by the Company’s
subsidiaries in mainland China while the Company itself is listed
on the Stock Exchange of Hong Kong. The Group would make
professional judgement and seek professional legal advice from
its legal department and, where necessary, legal advisers to
ensure transactions and businesses to be performed by the
Group are in compliance with the applicable laws, regulations
and local industry practices in material aspects.

KEY RELATIONSHIPS WITH THE GROUP’S
EMPLOYEES, CUSTOMERS AND
SUPPLIERS

The Group believes that the Directors, senior management and
employees are instrumental to the success of the Group and that
their industry knowledge and understanding of the market will
enable the Group to maintain the competitiveness in the market.
Therefore, the Group offered competitive remuneration package
to relevant staff. In addition, a Share Option Scheme was
adopted by the Company on 20 May 2013. At appropriate time,
option would be granted for the purpose of providing incentives
and rewards to eligible participants who can contribute to the
success of the Group’s operations.
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BUSINESS AND FINANCIAL REVIEW
E v NEupAE

The Group maintains good relationship with existing and potential
customers to understand the market trends that would enable
the Group to adjust its operating and marketing strategies timely,
which are crucial to the development and success of the Group.

The Group maintains a solid and steady relationship with major
contractors to ensure product quality and progress on-schedule.
The Group works and closely monitors daily construction work of
its contractors and settled their workdone timely.

The Group places effort to build up and maintain good
relationships with various commercial banks and financial
institutions as the businesses of the Group are capital intensive
nature and require on-going funding to maintain continuous
growth.

CAPITAL COMMITMENT AND FINANCIAL
GUARANTEE

Details of the capital commitment and financial guarantee are set
out in notes 34 and 37 respectively to the consolidated financial
statements.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

EXECUTIVE DIRECTORS

Mr. ZHANG Gao Bin — aged 37, is the Chairman of the board
of directors of the Company and the President of the Group.
Mr. Zhang is responsible for the overall strategic development,
general management, human resources and the business
operation of the Group. Mr. Zhang obtained his bachelor degree
in business administration from the University of Greenwich, the
United Kingdom. He has over ten years of experience in the
property development industry. Mr. Zhang joined the Board in
December 2016.

Mr. LUO Zhangguan — aged 32, is the executive director of
the Company as well as the general manager of finance of the
PRC group companies, responsible for business development
and daily management of finance department. Mr. Luo graduated
from Jiangxi University of Finance and Economics and obtained a
bachelor degree in Economics with major in Finance (International
Finance). Mr. Luo joined department of business development of
Guangzhou branch of Standard Chartered Bank (China) Limited
in 2007 and served as its credit analyst, customer service
manager and department head of SME banking, successively.
Before joining the Company, he has served as the Sub-Branch
Manager of Standard Chartered Bank (China) Limited Guangzhou
Panyu sub-branch since 2012. Mr. Luo is the cousin of Mr.
Zhang Gao Bin. Mr. Luo joined the Group in April 2015.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

EENEREBAEZEE

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. LO Wai Hung — aged 57, obtained a bachelor degree in
Commerce from James Cook University of North Queensland,
Australia. Mr. Lo is an associate member of Institute of Chartered
Accountants in Australia and a fellow member of Hong Kong
Institute of Certified Public Accountants. Mr. Lo is an independent
non-executive director of Shandong Weigao Group Medical
Polymer Company Limited (stock code: 1066) and C Cheng
Holdings Limited (stock code: 1486). Mr. Lo was appointed as an
independent non-executive director of LT Commercial Real Estate
Limited (Stock code: 112) in March 2017. All the aforementioned
companies are listed on Main Board of The Stock Exchange of
Hong Kong Limited. Mr. Lo was also an independent director
of China Merchant Property Development Co. Ltd. (stock code:
24) since December 2011 and was until it was delisted from
Shenzhen Stock Exchange in December 2015.

Mr. CHAN Chi Mong, Hopkins — aged 59, is the founder
member of the Institute of Leadership and Management, U.K..
Mr. Chan has over twenty years’ experiences in finance and
management. He served as the vice president and associate
director of Dean Witter Reynolds (H.K.) Ltd., and the executive
director of Silver Grant International Finance Ltd. Mr. Chan was
appointed as Justice of the Peace (JP) by the Hong Kong Special
Administrative Region on 1 July 2015. He is the supervisor
of Hong Kong Pui Ching Middle School, and Hong Kong Pui
Ching Primary School. In social service, he is the board first vice
chairman of Baptist Oi Kwan Social Service. He is an independent
non-executive director of Pacific Online Limited (stock code: 543)
since May 2012. Mr. Chan joined the Group in January 2013.

Mr. MAK Yiu Tong — aged 58, graduated from the China
University of Political Science and Law with a bachelor of law
degree in 1998. Mr. Mak has extensive experience in litigation
and corporate matters. At present, he is legal executive of C. K.
Mok & Co., a firm of solicitors in Hong Kong. Mr. Mak has been
working in the law firm for over 28 years. Mr. Mak was appointed
as an independent non-executive director of Clear Lift Holdings
Limited (Stock code: 1341) in February 2017. Mr. Mak joined the
Group in December 2015.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

COMPANY SECRETARY

Mr. LEE Wai Kuen — aged 43, is the Company Secretary
and Chief Financial Officer of the Company. He is responsible
for execution, supervision and advisory of financial reporting,
internal control, reorganisation, corporate governance and
company secretarial matters of the Company. Mr. Lee holds a
bachelor degree in accountancy from the Hong Kong Polytechnic
University. He is a Certified Public Accountant (Practising) of the
Hong Kong Institute of Certified Public Accountants and a fellow
member of the Association of Chartered Certified Accountants.
Mr. Lee had worked in an international firm of certified public
accountants and was the financial controller and company
secretary of TeleEye Holdings Ltd. (now known as Circutech
International Holdings Limited) (stock code: 8051), the finance
manager and company secretary of ePRO Ltd. (now known
as DX.com Holdings Limited) (stock code: 8086), the financial
controller of WLS Holdings Ltd. (stock code: 8021) and deputy
financial officer and company secretary of MOBI Development
Co., Ltd. (stock code: 947), during the periods from May 2004 to
June 2005, July 2005 to January 2006, January 2006 to August
2007 and August 2007 to May 2011, respectively, all of which
are listed in the Hong Kong Stock Exchange. Mr. Lee joined our
Group in May 2011.
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The board of directors (the “Board”) of the Company is
committed to ensuring high standards of corporate governance
in the interests of shareholders and devotes effort to identifying
and formalising best practices. During the year ended 31
December 2016, the Company has applied the principles and the
code provisions as set out in the Code on Corporate Governance
Practices (the “Code”) contained in Appendix 14 of the Rules
Governing the Listing of Securities on the Stock Exchange of
Hong Kong Limited (“Listing Rules”).

THE BOARD

To protect and enhance shareholder value, the Board acts with
integrity and due care for the best interests of the Company
and its shareholders. The Board is collectively responsible for
leadership and for promoting the success of the Company
by directing and supervising its affairs. Leading the Group in
a responsible and effective manner, the Board adopts formal
terms of reference which detail its functions and responsibilities,
including, but not limited to, ensuring competent management,
approving objectives, strategies and business plans and
monitoring integrity in the Company’s conduct of affairs.
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The attendance of individual Directors at meetings of the HE-ZE—~NE+-_A=1+—BIFHREE
Company during the financial year ended 31 December 2016, fEARIEERAATE@H L HFERWMT :
was as follows:

Number of attendance*/meetings held in 2016
HERE  R-B-AFRITZEE
Annual
General
Audit Remuneration = Nomination Meeting
The Board Committee Committee Committee [

Exe® EHREEE FHZEEE 2 REEEE BFAS

Executive Director H11TE%

Mr. Zhang Gao Bin (Chairman of the Board)** 2/2 N/A 11 1/1 N/A
(appointed on 9 December 2016)

ReBEE (EFRLE) ™ A TiEH
(RZFB—NFF+ZANAEEZF)

Mr. Luo Zhangguan** 8/11 N/A 2/2 2/2 1/1

BEBEE TEA

Mr. You Xiaofei (resigned on 9 December 2016)** 9/10 N/A 2/2 2/2 11

LERKE (RZFE—ANFLZANAEE) TEm

Independent non-executive Director

BIUFHTES

Mr. Lo Wai Hung™* 11/11 2/2 2/2 2/2 1/1

EREERE

Mr. Chan Chi Mong, Hopkins** 10/11 2/2 2/2 2/2 1/1

Rz ERE™

Mr. Mak Yiu Tong** 11/11 2/2 2/2 2/2 11

BRELE

* The Directors can attend mestings in person, by phone or through = EENHSEE  BEBEARAT ZHEEETZN
other means of electronic communication in accordance with the BN EMEFRIATRBNEE -

Company’s Articles of Association.

**  During the year ended 31 December 2016, each of these Directors  * HE-—ET—XFE+_A=+—HIFE  &&

participated in seminars and conferences as well as reading ERENKehes HERS  HTIREH
newspapers, journals and updates relating to the economy, general LR . REREEEERE | B E M B IAT S EITE
business, real estate or Directors’ duties and responsibilities, etc. ERETE c AEENEELSMNESABE T
The Group also continuously updates the Directors on the latest B REMEAEESRTNRIER -

developments regarding the Listing Rules and other applicable
regulatory requirements.
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Currently, the Company does not appoint chief executive officer.
In view of the operation of the Group, the Board believes that the
present structure of the Board will provide a strong leadership
for the Group to implement prompt decisions and to formulate
efficient strategies, which is for benefits of the Group.

Moreover, the day-to-day operation of the Group’s businesses
are shared among those executive directors and the
management of the Company. Therefore, there should be
a clear division of the responsibilities at the board level to
ensure a balance of power and authority, so that power is not
concentrated in any one individual.

Together with a balanced of skill and experience for the
business of the Group, a balanced composition of executive and
independent non-executive director of the Board shall exercise
effective independent judgment. Currently, the Board comprises
of five directors, of which two are executive directors, namely Mr.
Zhang Gao Bin (“Mr. Zhang”) and Mr. Luo Zhangguan (“Mr. Luo”)
and three independent non-executive directors, namely Mr. Lo
Wai Hung (“Mr. Lo”), Mr. Chan Chi Mong, Hopkins (“Mr. Chan”)
and Mr. Mak Yiu Tong (“Mr. Mak”).

As at 31 December 2016, all the independent non-executive
directors were appointed for a term of two years and subject to
retirement and re-election in accordance with the bye-laws of
the Company. In accordance with the bye-laws of the Company,
at each annual general meeting of the Company one third of the
directors shall retire from office by rotation. The Board considers
that sufficient measures will be taken to ensure the corporate
governance practices of the Company are not less exacting than
those in the Code A4.1 and 4.2.

The Company has received, from each of the independent non-
executive directors, an annual confirmation of his independence
pursuant to Rule 3.13 of the Listing Rules. The Company
considers all of the independent non-executive directors are
independent.

The management is obliged to supply the Board with adequate
information in a timely manner to enable the members to
make informed decisions and to discharge their duties and
responsibilities. Each director has separate and independent
access to the Group’s senior management to acquire more
information and to make further enquiries if necessary.
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BOARD COMMITTEES

The Board has established three committees, namely, the
Nomination Committee, Remuneration Committee and Audit
Committee, for overseeing particular aspects of the Board and
the Company’s affairs. All Board committees are established
with defined written terms of reference which are available to
shareholders on the Company’s website. The Board committees
are provided with sufficient resources to discharge their duties
and, upon reasonable request, are able to seek independent
professional advice in appropriate circumstances, at the
Company’s expense.

NOMINATION COMMITTEE

A nomination committee of the Company had been established
by the Board with written terms of reference. The nomination
committee comprises two executive directors and three
independent non-executive Directors. The nomination
committee is chaired by Mr. Zhang. The principal duties of the
Nomination Committee include, but are not limited to, making
recommendations to the Board on the structure, size and
composition of the Board and relevant matters relating to the
appointment or re-appointment of Directors and succession
planning for Director and assessing the independence of
independent non-executive Directors. The Nomination Committee
met twice during the year ended 31 December 2016 to review
the above matters.

BOARD DIVERSITY POLICY

During the year, the Board adopted a board diversity policy
setting out the approach to achieve diversity on the Board.
The Company considered diversity of board members can
be achieved through consideration of a number of aspects,
including but not limited to gender, age, cultural and educational
background, professional experience, skills and knowledge.
All Board appointments will be based on meritocracy, and
candidates will be considered against objective criteria, having
due regard for the benefits of diversity on the Board.

The Nomination Committee is mainly responsible for identifying
talent with adequate qualification to serve as a board member,
and will take into account the Board Diversity Policy. After
assessing the suitability of the directors’ skills and experience to
the Company’s business, the Nomination Committee confirmed
that the existing Board was appropriately structured and no
change was required. The Board Diversity Policy would be
reviewed by the Board on a regular basis to ensure continuous
efficiency.
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REMUNERATION OF DIRECTORS AND
SENIOR MANAGEMENT

A remuneration committee of the Company had been
established by the Board with written terms of reference. The
remuneration committee comprises two executive directors and
three independent non-executive Directors. The remuneration
committee is chaired by Mr. Chan. The remuneration committee
is responsible for assisting the Board in achieving its objective
of attracting and retaining Directors and senior management
of the highest caliber and experience needed to develop the
Group’s business successfully. The remuneration committee is
also responsible for the development of a fair and transparent
procedure in determining the remuneration policies for the
Directors and senior management of the Company and for
recommendation to their remuneration packages. During the year
ended 31 December 2016, the Remuneration Committee met
twice to review the above matters.

All employees are remunerated based on industry practice and
in accordance with the prevailing labour law. In Hong Kong,
apart from basic salary, staff benefits include medical insurance,
performance related bonus and mandatory provident fund would
be provided by the Group.

ACCOUNTABILITY AND AUDIT

The Board is responsible for the preparation of the financial
statements of the Company and the Group. In preparing the
financial statements, the Board has adopted Hong Kong
Financial Reporting Standards, Hong Kong Accounting Standards
and Interpretations issued by the Hong Kong Institute of Certified
Public Accountants that are relevant to its operations.

The Board was not aware of any material uncertainties relating to
events or conditions that might cast significant doubt upon the
Group’s ability to continue as a going concern, the Board has
prepared the financial statements on a going concern basis.
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AUDIT COMMITTEE

The audit committee comprises three independent non-executive
directors (the “Audit Committee”) and reports to the board of
directors. A written terms of reference had been established.
The committee members performed their duties therein which
includes duties set out in the code provision C.3.3 (a) to (n)
of the Corporate Governance Code. The Audit Committee
held three meetings in 2016 and reviewed the Group’s annual
results for 2015 and interim results for 2016; reviewed the audit
plans and findings of the external independent auditor; made
recommendation to the Board on the re-appointment of the
external auditor and its remuneration; and reviewed the risk
management and internal control systems and financial matters
pursuant to its terms of reference. The Audit Committee meets
the external independent auditor at least once a year to discuss
any areas of concerns during the audits without the presence of
the management. The annual report for the year ended 2016 of
the Company has been reviewed by the Audit Committee.

For the year ended 31 December 2016, the fees paid/payable
to the auditor of the Company in respect of the audit services
and non audit services in 2016 were amounted to approximately
RMBO0.8 million and RMBO0.3 million respectively.

RISK MANAGEMENT AND INTERNAL
CONTROLS

The Board has the responsibility to maintain appropriate and
effective risk management and internal control systems in order
to safeguard the interest of the Group and the Shareholders. The
Board conducted review and assessment of the effectiveness
of the Group’s risk management and internal control systems
and procedures during the financial year ended 31 December
2016 by way of discussions with the management of the Group,
members of the Audit Committee and the external independent
auditor. The risk management and internal control systems are
designed to manage rather than eliminate the risk of failure to
achieve business objectives, and can only provide reasonable
and not absolute assurance against material misstatement or
loss.
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During the financial year, an external consultant has been
engaged to maintain the internal audit function for the Group to
assist the Board and the Audit Committee in ongoing monitoring
of the risk management and internal control systems of the
Group. The external consultant discussed with the executive
directors and senior management of the Group to identify key
business risks across the Group, and has adopted a risk-
based approach in developing the annual internal audit plan
with a focus on higher risk areas. Internal audit review was then
conducted in accordance with the annual internal audit plan. All
findings and recommendations on internal control deficiencies
for the year had been communicated to the management who
are required to establish remedial plans to correct those internal
control deficiencies and implement agreed action plans within
a reasonable time period. The Board and the Audit Committee
had reviewed the risk assessment results, internal audit planning
and internal audit reports submitted by the external consultant.
In respect of the year ended 31 December 2016, the Board
considered the risk management and internal control systems
are effective and adequate.

DELEGATION BY THE BOARD

The Board is responsible for determining the overall strategy and
corporate development and ensuring the business operations are
properly monitored. The Board reserves the right to decide all
policy matters of the Group and material transactions. The Board
delegates the day-to-day operations to general managers and
department heads who are responsible for different aspects of
the operations of the Group.

COMPANY SECRETARY

The Company Secretary plays an important role in supporting the
Board by ensuring good information flow within the Board and
that Board policy and procedures are followed. The Company
Secretary is responsible for advising the Board through the
Chairman and/or the executive directors on governance matters
and should also facilitate induction and professional development
of Directors. Details of the Company’s company secretary are set
out in the section headed “Biographical Details of Directors and
Senior Management” of this report.
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COMMUNICATION WITH SHAREHOLDER
AND INVESTOR RELATIONS

The Company believes in regular and timely communication
with shareholders as part of its efforts to help shareholders
understand its business better and the way the Company
operates. To promote effective communication with the public at
large, the Company maintains a website (http://www.760hk.com)
on which comprehensive information about the Company’s major
businesses, financial information and announcements, annual
and interim reports and shareholders circulars are being made
available.

All shareholders of the Company are given at least 20 clear
business days’ notice of the date and venue of the annual
general meeting. According to the Listing Rules, the Board will
conduct voting at the forthcoming annual general meeting by
vote.

By-law 58 of the Company’s bye-laws provides that any
shareholder holding not less than 10% of the paid up capital of
the Company can deposit a requisition to the principal place of
business of the Company in Hong Kong with the attention to
the board or the Company secretary of the Company to require
a special general meeting to be called by the board for the
transaction of any business specified in such requisition.

The Board is endeavour to maintain an on-going dialogue with
shareholders. The chairman of the Board, chairman of the
Audit Committee, chairman of the remuneration committee and
chairman of the nomination committee, or in their absence, other
members of the respective committees and the auditor of the
Company, are available to answer any queries that shareholders
may have in the annual general meeting.

Shareholders are provided with contact details of the Company,
such as telephone number, fax number, email address and postal
address, in order to enable them to make any query that they
may have with respect to the Company. They can also send
their enquiries to the Board through these means. In addition,
shareholders can contact the Computershare Hong Kong
Investor Services Limited, the share registrar of the Company,
if they have any enquiries about their shareholdings and
entitlements to dividend.

N s
1IEEEA #&%

ERRzBERREERE

RNR RIS BIAN R R AR SROB @ - B B BD
BREREEM THRARREBRREERTR - B
HBEARRBELER  ARRRI A
(http://www.760hk.com) * IR HBEARAE FE
BEK  WBEMRAM - FWEPEHREN
RBRFBHEZEEM -

RABIAERREEWE R R20EZEBZ
B ARARBRRBFARE 281THB R
BHoRELTRA EFSRRNEERRBSF
RE EURERRTAETRE -

AR ZREMRIFSIFMRE - EAFAARR
AEHRRANDPRI0% 2 KRR AR ARF Z
BATRERMHERIMARAESTEHAA
WEZE2R UBKREFERRETWNLESR
PREE 2 FEAMBRERIAE -

EZeYNERFARRSBEHE -EF8T
FEZREEXR FMHZESXIRLREA
ZEETE (WMRERELE  MASEES
ZEMEE) KA R R ZEEDZA HE IR RBF
REg - AEIERRAERBRBES NS 2 EM
12 e

PRREREARND A OB AR FFS - I EER
B BERE - S REEDA - UER
FERSHABARRNEE  RAEBIALE
HFAREZTEEN - R WRAREAE
RS EaRBAARBRMNECEE BT R
EHFBRARAR -

Talent Property Group Limited Annual Report 2016



CORPORATE GOVERNANCE REPORT

AN s
1 E/n#&%

MODEL CODE FOR DIRECTORS’
SECURITIES TRANSACTIONS

The Company has adopted the Model Code as set out in
Appendix 10 of the Listing Rules for directors’ securities
transactions. Having make specific enquiries of all directors
of the Company, they have confirmed that they complied with
required standard set out in the Model Code throughout the
accounting period covered by the annual report.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

OVERVIEW AND SCOPE

Pursuant to Appendix 27 (the “Guide”) of the Rules Governing
the Listing of Securities on the Stock Exchange of Hong
Kong Limited (the “Stock Exchange”), Talent Property Group
Limited (the “Company”), together with its subsidiaries (the
“Group” or “we”) hereby presents this Environmental, Social
and Governance (“ESG”) Report to report ESG issues that have
material environmental and social impacts and are relevant to the
business of the Group for the year ended December 31, 2016
(the “Financial Year”). Unless otherwise stated, the reporting

period is from January 1, 2016 to December 31, 2016.

As a responsible corporate citizen, the Group has established
the ESG policy, infrastructure and framework for managing
ESG related matters. The Board of Directors oversees the
Group’s ESG strategy and reporting. An ESG working group
which comprises management personnel across the business
has been set up and directly reports to the Board of Directors
on ESG matters. The Group assessed the materiality of key
ESG issues associated with the business and operations,
prioritized the ESG issues that are most important to our
business and our stakeholders, and determined the scope and
content of disclosure in this ESG Report. Based on the result
of the materiality tests, the Group decides to include property
investment and property management in this ESG disclosure.
This ESG report covers the Group’s overall performance in two
subject areas, namely, Environmental and Social.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
I&iﬁ $ié& ksA#&m

A.

ENVIRONMENTAL

The Group strives to minimize environmental impacts by

managing its energy consumption, use of resources and

waste production.

A1,

Emissions

The Group has established a mechanism to
collect emission data in order to monitor the
environmental impact of the Group’s operations.
Emissions from office administration and sales
activities are primarily attributable to its use of
electricity, water, paper and gasoline. Emissions
from property development and non-hazardous
waste produced during construction are managed
by the construction contractors as stipulated in the
agreements signed. The Group does not produce
any hazardous waste in its operations.

Our management takes reasonable efforts to
ensure the construction contractors comply with
relevant laws and regulations. During the Financial
Year, there were no incidences of non-compliance
with relevant laws and regulations that had a
significant impact on the environment and natural
resource relating to air and greenhouse gas
emissions, discharges into water and land, and
generation of hazardous and non-hazardous waste.
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A.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

ENVIRONMENTAL (continued)

A2,

A3.

Use of Resources

The Group’s operation is not resources or energy
intensive. Main resources used by the Group are
primarily electricity, water, paper and gasoline.
The Group implemented a number of initiatives
to achieve higher energy efficiency and reduced
resource consumption:

- Switching off lights during lunch hours;

- Setting air-conditioning at an optimal
temperature;

- Presetting the setting of printers to
two-sided printing, and Posting notice near
photocopy-machines as a reminder for
employees to save paper; and

- Promoting reuse and recycle through the
provision of recycling box in the office.

The Environment and Natural Resources

The Group’s business has no direct significant
impact on the environment and natural resources.
The ESG working group regularly assesses the
environmental risks of the Group. Should there be
any subsequent changes to the relevant legislation
or Group’s operation, the ESG working group
will report such changes to the Board and adopt
additional measures, if necessary, to minimize the
Group’s impact on the environment and natural
resources.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

RIE - HERERWS

B.

SOCIAL

Employment and Labour Practices

B1.

B2.

B3.

Employment

The Group is committed to comply with applicable
labour standards and employment laws and
regulations which are applicable to our business.
The Group has developed comprehensive human
resources policies and guidelines to govern
recruitment, compensation, promotion and
dismissal of our employees, and employees’
working hours and rest periods. The Group
also endeavors to provide equal opportunities
throughout recruitment and employment and
combat any forms of discrimination in the
workplace. During the Financial Year, there were no
incidences of non-compliance with relevant laws
and regulations that had a significant impact on the
employment and labour practices.

Health and Safety

The Group strives to provide a healthy and safe
workplace for our employees in all locations. Safety
guidelines are stipulated in the Employee Handbook
which are distributed to all employees. During
the Financial Year, the Group was in compliance
with relevant laws and regulations relating to
the provision of a safe working environment and
protection of employees from occupational hazards
which were applicable to our business. No severe
injuries or fatalities of the Group’s employees were
reported during the Financial Year.

Development and Training

The Group places great emphasis in developing
our employees and provides both internal and
external staff training to strengthen their knowledge
and skills. The Group has developed a Training
Policy to govern training related matters. Each
year, management prepares the Training Budget to
allocate sufficient resources for staff development
based on the result of Training Requirement Survey.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

B. SOCIAL (continued)
Employment and Labour Practices (continued)

B4.

Labour Standards

The Group is committed to comply with all labour
standards relevant to our business. The Group has
established a policy to strictly prohibit any child
and forced labour. Our management personnel also
takes all reasonable steps to set up and maintain a
recruitment process to ensure there is no deviation
from this Group policy.

Operating Practices

Bb5.

B6.

Supply Chain Management

To ensure product and service quality, and to
manage environmental and social risks in the
supply chain, the Group only engages suppliers
and construction contractors with licenses that
were granted by relevant regulators or government
authorities. The Group has established a contract
policy and corresponding evaluation procedures to
govern the selection of suppliers and construction
contractors. The obligations of suppliers and
contractors with respect to environmental
protection and safety laws and regulations are
clearly specified in contracts.

Product Responsibility

The Group recognizes the importance of safety,
advertising, labelling and privacy matters relating
to the products and services provided by the
Group. The Group has established relevant policies
to ensure compliance with applicable laws and
regulations and to fulfill our responsibility towards
our customers.
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RIE - HERERWS

B.

SOCIAL (continued)
Operating Practices (continued)

B6.

B7.

Product Responsibility (continued)

The Group closely monitors development projects
at every stage to ensure project development,
construction process and product quality are in
compliance with applicable laws and regulations,
and will require construction contractors to
immediately resolve any defects or non-compliance
incidences, where necessary. The Group
has entered into contracts with construction
contractors to obtain indemnity agreements from
contractors, and their commitment to carry out
operational and quality assurance activities as well
as ensuring regulatory compliance. The Group has
also established property acceptance procedures
to ensure the properties are ready for delivery to
our customers pursuant to the sales agreements.

Anti-corruption

The Group strives to create a corporate culture
that embraces integrity, honesty and fairness,
and is committed to conduct our business in the
absence of any undue influences. Requirements
and guidelines relating to preventing bribery,
extortion and fraud are stipulated in the Employee
Handbook and relevant ethics-related policies
for communicating the Group’s requirements
to employees and providing guidance in the
carrying out of business and operational duties.
The Employee Handbook and internal policies
are subject to periodic review and updates will
be made to ensure compliance with the latest
development of applicable laws and regulations.

Community

BS.

Community Investment

The Group takes into consideration the
communities’ interests to ensure the Group’s
business activities do not have negative impact to
the community. All employees are also encouraged
to participate in community activities and charitable
activities as contribution to society.
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REPORT OF THE DIRECTORS

Directors are pleased to present their report and the audited
consolidated financial statements for the year ended 31
December 2016.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. Details of the
principal activities of the principal subsidiaries and associate
are set out in notes 16 and 17 to the consolidated financial
statements. Its subsidiaries are principally engaged in property
development, investment and management in the People’s
Republic of China (“PRC”).

A fair review of the Group’s business, an indication of likely
future development in the Group’s business and an analysis
using financial key performance indicators are provided in the
“Chairman Statement” and the “Business and Financial Review”,
respectively, from pages 4 to 9 and pages 10 to 22 of this Annual
Report. A description of the principal risks and uncertainties
facing the Group, a discussion on the Group’s environmental
policies and performance and an account of the Group’s key
relationships with its stakeholders are stated therein. The above
discussions form part of the Report of the Directors.

MAJOR CUSTOMERS AND SUPPLIERS

In the year under review, the Group sold less than 30% of its
goods and services to its 5 largest customers in its continuing
operation. Whereas, purchases of the Group’s five largest
suppliers and contractors accounted for 86.7% (2015: 73.0%) of
the total purchases for the year and purchases from the largest
supplier and contractor included therein amounted to 44.0%
(2015: 33.1%) of the total purchases.

As far as the directors are aware, neither the directors, their
associates (as defined in the Rules Governing the Listing of
Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”)) nor those shareholders (which, to the knowledge
of the directors, own more than 5% of the Company’s issued
share capital) had any interest in the Group’s five largest
customers or suppliers.

RESULTS

The results of the Group for the year ended 31 December 2016
and the state of affairs of the Company and the Group at that
date are set out in the consolidated financial statement on pages
60 to 61.
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REPORT OF THE DIRECTORS
EETHRES

DIVIDEND

The Directors do not recommend the payment of a final dividend
for the years ended 31 December 2015 and 2016.

RESERVES

Details of movements in the reserves of the Group and the
Company during the year are set out in the consolidated
statement of changes in equity on pages 67 to 68 and note 43
to the consolidated financial statements respectively.

SUBSTANTIAL INVESTMENT AND
ACQUISITION

There was no substantial investment and acquisition.

SHARE CAPITAL AND SHARE OPTIONS

Details of movements during the year in the share options and
share capital of the Company are set out in notes 30 and 32 to
the consolidated financial statements.

In 2010, convertible notes of principal amount of HK$3,100
million were issued as part of the consideration for the
acquisition of Talent Central Limited and its subsidiaries (details
of which were set out in the circular to shareholders dated 29
October 2010). During the year ended 31 December 2016, all the
outstanding convertible notes are converted into 6,484,393,939
ordinary shares of HK$0.004 each the Company. Details of the
convertible notes and share capital are set out in note 31 and
note 32 to the consolidated financial statements, respectively.

FIXED ASSETS

Details of the movements during the year in the investment
properties and plant and equipment of the Group are set out
in notes 14 and 15 respectively to the consolidated financial
statements.

BORROWINGS

Particulars of borrowings of the Group as at 31 December 2016
are set out in note 28 to the consolidated financial statements.
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REPORT OF THE DIRECTORS

EXEWRES

FINANCIAL SUMMARY ERE
Consolidated Results mE¥E

Year ended 31 December
BE+-A=t-BLEE
2016 2015 2014 2013 2012
ZE-Xf —T-1F —TNF —T-=F —E--F
RMB000 RMB’000  RMB’000  RMB’000  RMB’000
ANREFT AREFT AREFT ANREFT ARETFT

(restated)”
(ET)
Revenue Wi 506,764 365,990 375,924 647,317 832,257
Loss before MRS R ATEE
income tax (54,966) (191,435) (18,900) (309,784) (747,861)
Income tax (expense)/credit FieH (%), #e (18,745) 76,309 36,628 52,116 134,488
(Loss)/profit for the year FE (B8)/ %7 (73,7111)  (115,126) 17,728 (257,668)  (613,373)
Attributable to: THATREL :
Owners of the Company ViN/NCIE DN (73,711)  (115,125) 17,728 (237,999)  (544,708)
Non-controlling interests TR - (1) - (19,669) (68,665)
(73,7111)  (115,126) 17,728 (257,668)  (613,373)
Consolidated Assets, Equity and Liabilities GEBEE HEERAERE
As at 31 December
W+ZA=1+—-H
2016 2015 2014 2013 2012
“2-RF —T-0F —T-MF —T-=F —T--F
RMB’000 RMB’000  RMB’000  RMB’000  RMB’000
AREBFT ARETT AREFT AREFT ARETT
(restated)”
(B3
ASSETS EE
Non-current assets ERBEE 1,249,309 1,537,630 1,460,292 1,735,156 2,358,498
Current assets SEAE 2,387,501 1,973,665 2,432,955 4,158,191 4,512,275
3,636,810 3,511,285 3,893,247 5,893,347 6,870,773
LIABILITIES g
Current liabilities mEEE 1,400,458 2,829,354 3,278,537 3,276,972 2,963,581
Non-current liabilities EREEE 406,766 497,268 392,719 2,371,873 3,209,477
1,807,224 3,326,622 3,671,256 5,648,845 6,173,058
EQUITY #i
Attributable to: A AT -
Owners of the Company ARARERA 1,809,395 164,472 201,799 224,510 386,226
Non-controlling interests FEEMR R 20,191 20,191 20,192 19,992 311,489
Total Equity Bnes 1,829,586 184,663 221,991 244,502 697,715
* The figures for the year 2012 have been restated to reflect the  * BT -—ZF 8B URBRZEFEER
change in presentation currency from HK$ to RMB. BLEEAARE -
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REPORT OF THE DIRECTORS
EETHRES

DIRECTORS

The directors of the Company during the year and up to the date
of this report were as follows:

Executive Directors:

Mr. ZHANG Gao Bin (Chairman)
(appointed on 9 December 2016)

Mr. LUO Zhangguan

Mr. YOU Xiaofei (Chairman)
(resigned on 9 December 2016)

Independent Non-executive Directors:

Mr. LO Wai Hung
Mr. CHAN Chi Mong, Hopkins
Mr. MAK Yiu Tong

In accordance with the Company’s bye-laws, all of the directors
are subject to retirement by rotation and re-election. Mr. Zhang
Gao Bin and Mr. Lo Wai Hung will retire by rotation and, being
eligible, will offer themselves for re-election at the forthcoming
annual general meeting.

BIOGRAPHICAL DETAILS OF DIRECTORS
AND SENIOR MANAGEMENT

Biographical details of the directors of the Company and the
senior management of the Group are set out on pages 23 to 25
of the annual report.

DIRECTORS’ SERVICE CONTRACTS

Each of independent non-executive directors, had entered into a
service contract with the Company for a term of two years and
each of these contracts is subject to termination by either party
giving not less than 1 month’s written notice.

Apart from the foregoing, no director proposed for re-election at
the forthcoming annual general meeting has a service contract,
which is not determinable by the Company within one year
without payment other than statutory compensation.

PERMITTED INDEMNITY PROVISION

Pursuant to the Company’s Bye-laws, every Director shall be
entitled to be indemnified out of the assets of the Company
against all losses or liabilities which he/she may sustain or
incur in or about the execution of the duties of his/her office
or otherwise in relation thereto. The Company has arranged
appropriate directors’ and officers’ liability insurance coverage for
the Directors and officers of the Group throughout the year.
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REPORT OF THE DIRECTORS

DIRECTORS’ INTERESTS IN CONTRACTS
OF SIGNIFICANCE

No contracts of significance to which the Company or any of its
subsidiaries was a party and in which a director of the Company
had a material interest, whether directly or indirectly, subsisted at
the end of the year or at any time during the year.

COMPETING INTERESTS

None of the directors or the management shareholders of the
Company or any of their respective associates (as defined in
the Listing Rules) had any business which was considered to
compete or was likely to compete with the businesses of the
Group.

MANAGEMENT CONTRACTS

No contracts other than employment contracts concerning the
management and administration of the whole or any substantial
part of the business of the Company were entered into or existed
during the year.

DIRECTORS’ AND CHIEF EXECUTIVES’
INTERESTS AND SHORT POSITIONS IN
THE SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY OR ANY
ASSOCIATED CORPORATION

As at 31 December 2016, the interest or short position of the
Directors and chief executives in the shares, underlying shares or
debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the Securities and Future
Ordinance (the “SFQO”)) which would have to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and
8 of Part XV of the SFO (including interests or short positions
which they were taken or deemed to have under such provisions
of SFO), or which were required to be and are recorded in the
register required to be kept by the Company pursuant to Section
352 of the SFO, or as otherwise notified to the Company and the
Stock Exchange pursuant to the Model Code, were as follows:
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Percentage of the

Capacity/ Company’s issued
Name of director Nature of interest Number of shares share capital
HAERATE BT
EEHE B REEME BB BAEAETDL
Zhang Gao Bin Personal 104,465,000 1.0%
K= A & A
Interest in controlled corporation 6,484,393,939 63.0%
REEHEE RS
Mak Yiu Tong Personal 150,000 0.0%
HiRR & A
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REPORT OF THE DIRECTORS

EXEWRES

SUBSTANTIAL SHAREHOLDERS’
INTERESTS AND SHORT POSITIONS IN THE
SHARES AND UNDERLYING SHARES OF
THE COMPANY

So far as is known to the Directors or chief executives of the
Company, as at 31 December 2016, the interests or short
positions of substantial shareholders (other than Directors or the
chief executives of the Company) in the shares or underlying
shares of the Company which would fall to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of
SFO or were recorded in the register required to be kept by the
Company under Section 336 of SFO were as follows:

FERRRAQARMS KEER D
ZERRER
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+ZA=+—8 ' FERE (KRRESHTT
B E R IN) AR RIS S AR D B R
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RABEBEINARRREES KRGS
BB EBHFEZE MR EINER
LU

Percentage of

Number of the Company’s
underlying issued
Name Note shares interest share capital
EAQRE #IT
=t Hiat HEARGEZEE BRABDE
Talent Trend Holdings Limited 1 6,484,393,939 63.0%
Notes: WE -
(1) The entire issued share capital of Talent Trend Holdings Limited is (1) Talent Trend Holdings Limited % &F 2 # 1T %

directly, beneficially and wholly owned by Mr. Zhang Gao Bin.
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REPORT OF THE DIRECTORS

SHARE OPTION SCHEME

Share option scheme of the Company was adopted on 20
May 2013 for the purpose of providing incentives and rewards
to Participants who contribute to the success of the Group’s
operations. Particulars of the scheme are set out in note 30 to
the consolidated financial statements. The maximum number
of unexercised share options currently permitted to be granted
under the Scheme is an amount equivalent, upon their exercise,
to 10% of the shares of the company in issue at any time. As at
30 March 2016, the number of shares of the Company available
for issue in respect thereof was 1,029,313,655, representing
10% of the issued shares of the Company. In addition, save as
determined at the discretion of the Board, there is no minimum
holding period before an Option is exercisable. No options were
granted during the year ended 31 December 2016.

ARRANGEMENTS TO PURCHASE SHARES
OR DEBENTURES

At no time during the year was the Company or any of its
subsidiaries a party to any arrangements to enable the directors
of the Company to acquire benefits by means of the acquisition
of shares in, or debentures of, the Company or any other body
corporate.

EQUITY LINKED AGREEMENTS

Save as disclosed in the sections headed “Share Option
Scheme” and the Company entered into a Second Supplemental
Deed of Amendment with Talent Trend as at 11 January 2016,
no equity linked agreements were entered into during the year or
subsisted at the end of the year.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s Bye-laws and there is no restriction against such
rights under the laws of Bermuda, which would oblige the
Company to offer new shares on a pro-rata basis to its existing
shareholders.

PURCHASE, SALE OR REDEMPTION OF
SECURITIES

There was no purchase, sale or redemption of shares or other
securities of the Company by the Company or its subsidiaries
during the year.
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REPORT OF THE DIRECTORS
EETHRES

CONNECTED AND RELATED PARTY
TRANSACTIONS

Continuing connected transactions
Tenancy agreement

On 22 April 2016, Guangzhou Xianzhuang Properties
Development Limited (“Xianzhuang”), a wholly owned subsidiary
of the Company as tenant entered into a tenancy agreement (the
“Tenancy Agreement”) with Tianlun Holdings Limited Company
(“Tianlun Holdings”) as lessor, for the lease of the principal place
of business of the Group in PRC (the “Office”) from 1 May 2016
to 31 December 2018. Tianlun Holdings is a limited liability
company as to approximately 84.5% held by Mr. Zhang Guo
Ming. Mr. Zhang Gao Bin, who is an executive director of the
Company as well as the ultimate controlling shareholder of the
Company, is the son of Mr. Zhang Guo Ming.

Property management agreements

On 22 April 2016, Xianzhuang entered into a property
management agreement (“Property Management Agreement 1”)
with Guangzhou Tianlun Property Management Limited Company
(“Tianlun Property Management”) for the provision of property
management service in relation to the Office. Tianlun Property
Management is a limited liability and owned as to approximately
90% by Tianlun Holdings.

On 28 December 2015, Guangzhou Kinyang Real Estate
Development Co., Ltd (“Kinyang”), a wholly owned subsidiary of
the Company entered into a property management agreement
(“Property Management Agreement II”) with Tianlun Property
Management, for the provision of the property management
service in relation to the commercial units of Tianlun Garden
(being classified as an asset held for sales of the Group) held by
Kinyang.

The terms of the Tenancy Agreement, the Property Management
Agreement | and the Property Management Agreement Il
are on normal commercial terms and were negotiated on an
arm’s length basis between the parties. The rental chargeable
under the Tenancy Agreement was determined by reference
to the market rental of other comparable premises in nearby
location recently. On the other hand, the management fee
under the Property Management Agreement | and the Property
Management Agreement Il were determined based on range set
by market rates in line with industry practice.
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REPORT OF THE DIRECTORS

The aggregate rental and property management fee paid by the
Group was approximately RMB4.8 million for the year ended 31
December 2016, which did not exceed the annual cap for the
year ended 31 December 2016 for these transactions.

The Independent Non-executive Directors have reviewed the
above continuing connected transactions and confirmed that
such transactions (a) were in the ordinary and usual course
of business of the Group; (b) were undertaken on normal
commercial terms or better terms; and that (c) the Transaction
Agreements were entered into in a fair and reasonable manner
and in the interests of the shareholders of the Company
as a whole and such transactions have been carried out in
accordance with the agreements governing the transactions.

For the purpose of Rule 14A.56 of the Listing Rules, CHENG
& CHENG LIMITED, the auditor of the Company, has provide
a letter to the Board, confirming that nothing has come to
their attention that causes them to believe that the continuing
connected transaction abovementioned:

(i) has not been approved by the Board;

(if) are not in accordance with the pricing policies of the
Company if the transactions involve provision of goods
and services by the Company;

(i) have not been entered into in accordance with the
relevant agreements governing the transactions; and

(iv) have exceeded the respective annual caps.

Details of related party transactions are set out in note 38 to the
consolidated financial statements.

CORPORATE GOVERNANCE

The Company’s Corporate Governance Report is set out on
pages 26 to 34 of the annual report.
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EETHRES

CONFIRMATION OF INDEPENDENCE
FROM INDEPENDENT NON-EXECUTIVE
DIRECTORS

The Company has received, from each of the independent
non-executive directors, an annual confirmation of his
independence pursuant to Rule 3.13 of the Listing Rules.
The Company considers all of the independent non-executive
directors are independent.

SUFFICIENCY OF PUBLIC FLOAT

As at the date of this report, the Company has maintained the
prescribed public float under the Listing Rules, based on the
information that is publicly available to the Company and within
the knowledge of the Company’s directors.

CLOSURE OF REGISTER OF MEMBERS

For the purpose of determining shareholders of the Company
who are entitled to attend and vote at the forthcoming AGM
to be held on 9 June 2017 (Friday), the register of members of
the Company will be closed from 6 June 2017 (Tuesday) to 9
June 2017 (Friday), both days inclusive. In order to qualify for
attending and voting at the AGM, all transfer documents should
be lodged for registration with Company’s Hong Kong branch
share registrar, Computershare Hong Kong Investor Services
Limited at Shops 1712-1716, 17th Floor, Hopewell Centre, 183
Queen’s Road East, Wanchai, Hong Kong not later than 4:30
p.m. on 5 June 2017 (Monday).

AUDITORS

A resolution will be tabled in the forthcoming annual general
meeting to re-appoint Messrs. CHENG & CHENG LIMITED as
auditors of the Company.

On behalf of the Board

Zhang Gao Bin

Chairman

PRC Hong Kong, 30 March 2017
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INDEPENDENT AUDITOR’S REPORT

CHENG & CHENG LIMITED
@ CERTIFIED PUBLIC ACCOUNTANTS
wmom g F MOF OB A N A H

10/F., Allied Kajima Building,
138 Gloucester Road, Wanchai, Hong Kong

To the Shareholders of Talent Property Group Limited
(Incorporated in Bermuda with limited liability)

Report on the audit of the consolidated financial
statements

OPINION

We have audited the consolidated financial statements of Talent
Property Group Limited (“the Company”) and its subsidiaries
(“the Group”) set out on pages 60 to 196, which comprise the
consolidated statement of financial position as at 31 December
2016, the consolidated statement of profit or loss and other
comprehensive income, the consolidated statement of changes
in equity and the consolidated statement of cash flow for the year
then ended and notes to the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a
true and fair view of the consolidated financial position of the
Group as at 31 December 2016 and of its consolidated financial
performance and its consolidated cash flows for the year then
ended in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”) and the disclosure
requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSAs”) issued by the HKICPA. Our
responsibilities under those standards are further described in
the Auditor’s responsibilities for the audit of the consolidated
financial statements section of our report. We are independent
of the Group in accordance with the HKICPA's Code of Ethics for
Professional Accountants (“the Code”), and we have fulfilled our
other ethical responsibilities in accordance with the Code. We
believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.
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INDEPENDENT AUDITOR’S REPORT
BUZHBEMKREE

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on
these matters.

Valuation of investment properties

The key audit matter
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As at 31 December 2016, the fair value of investment properties
of the Group was RMB725,000,000.

Significant estimation and judgement are required by
management to determine the fair value of the investment
properties. To support management’s determination of the
fair value, the Group engaged an external valuer to perform
valuations on the investment properties at the end of the
reporting period.

The accounting policies and disclosures for the estimation of fair
value of investment properties are included in notes 2, 4 and 14.

How the matter was addressed in our audit
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We evaluated the objectivity, independence and competency of
the valuer.

We compared inputs to the valuation model, on a sample basis,
with the Group’s records, which included underlying lease
agreements and documentation, details of number of property
units held for investment purposes and current rents.

We discussed with the valuer regarding the reasonableness of
methodology and key assumptions being used in the fair value
exercise.

We performed site visits accompanied by the management for

investment properties which enabled us to assess the status of
occupancy rate.
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INDEPENDENT AUDITOR’S REPORT

KEY AUDIT MATTERS (continued)

Net realisable value assessment of the Group’s
properties under development and completed
properties for sale

The key audit matter
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As at 31 December 2016, the Group held properties under
development and completed properties held for sale amounted
to RMB1,299,920,000 and RMB355,407,000 respectively,
net of reversal of impairment loss of RMB75,019,000 and
RMB5,310,000 respectively recognised during the year ended 31
December 2016, as disclosed in notes 19 and 20 respectively to
the consolidated financial statements.

The estimation of the net realisable values (“NRV”) of properties
under development/completed properties for sale required the
management of the Group to estimate the selling prices based
on prevailing market conditions, less costs to complete and sell
the properties. Given that the Group had significant amounts of
properties under development and completed properties for sale
and that the management’s determination of the NRV required
the management of the Group to exercise significant judgment,
we concluded that the NRV assessment as one of the key audit
areas.

How the matter was addressed in our audit
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We noted that the management of the Group had engaged an
independent valuer to determine the current market values of the
properties. We assessed the valuer’s qualifications and expertise
and read their terms of engagement with the Group to determine
whether there were any matters that might have affected their
objectivity or whether there were scope limitations imposed upon
their work.
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KEY AUDIT MATTERS (continued)

How the matter was addressed in our audit

FEREZEIE (&)
EERERENAEERRERSE

We discussed with the valuer the methodology and assumptions
used in determining the market values of the properties.
Specifically, with regard to completed properties for sale, we
sample-checked the estimated market values of properties
used by the valuer to the actual selling prices of comparable
properties in the similar location near the end of the reporting
period and determined whether there was any significant
variance. With regard to the properties under development
for sale, we discussed with the management of the Group
and the valuer how they arrived at the estimated percentage
of completion, the estimated selling prices when they are
completed and the estimated costs to complete, and checked to
the sourced data on a sample basis. Further, we compared the
market values determined by the valuer with the carrying amount
of the properties recorded in the Group’s consolidated financial
statements to see whether adequate impairment had been made.

Interests in an associate

The key audit matter
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As set out in note 17 to the Group’s consolidated financial
statements, the Group had a 30% equity investment in an
associate which had been accounted for using the equity
method. As at 31 December 2016, the Group’s interest in the
associate amounted to RMB510,835,000. The Group’s share of
the associate’s loss after tax for the year ended 31 December
2016 was RMB67,407,000.

The associate is a property developer in Guangzhou, the PRC.
As at 31 December 2016, the associate had properties under
development and completed properties for sale, amounted
to RMB1,917,866,000 and RMB411,884,000 respectively,
that were required to be carried at the lower of cost and NRV
in accordance with the Group’s policy. Given that the NRV
estimation required a significant management judgment and that
properties under development and completed properties for sale
represented significant components of the associate’s net assets,
we concluded that the NRV assessment of the associate’s
properties under development and completed properties for sale
was one of the key audit matters.
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KEY AUDIT MATTERS (continued)

How the matter was addressed in our audit
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We were not the statutory auditor of the financial statements
of the associate. We performed audit on material items of
the associate, e.g. turnover, cost of sales, properties under
development and completed properties held for sale.

We met the management of the associate and of the Group
and discussed with them the performance of the associate
and how the associate prepared the financial statements,
in particular, whether the accounting policies used by the
associate in preparing its financial statements were in line with
the Group’s policies. With regard to the associate’s properties
under development and completed properties for sale, we had
performed site visits to certain properties site. Further, we had
compared the carrying amount of the properties stated in the
associate’s financial statements with the latest selling prices
of the properties and assessed the construction costs to be
incurred up to completion.

INFORMATION OTHER THAN THE
CONSOLIDATED FINANCIAL STATEMENTS
AND AUDITOR’S REPORT THEREON

The Directors are responsible for the other information. The other
information comprises the information included in the annual
report, other than the consolidated financial statements and our
auditor’s report thereon.

Our opinion on the consolidated financial statements does not
cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is
materially inconsistent with the consolidated financial statements
or our knowledge obtained in the audit or otherwise appears to

be materially misstated.

If, based on the work we have performed, we conclude that
there is a material misstatement of this other information, we
are required to report that fact. We have nothing to report in this
regard.
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RESPONSIBILITIES OF THE DIRECTORS
FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

The Directors are responsible for the preparation of the
consolidated financial statements that give a true and fair view
in accordance with HKFRSs issued by the HKICPA and the
disclosure requirements of the Hong Kong Companies Ordinance
and for such internal control as the Directors determine is
necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether
due to fraud or error.

In preparing the consolidated financial statements, the Directors
are responsible for assessing the Group’s ability to continue as a
going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless
the Directors either intend to liquidate the Group or to cease
operations, or have no realistic alternative but to do so.

The Directors are assisted by the Audit Committee in discharging
their responsibilities for overseeing the Group’s financial reporting
process.

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. This report is
made solely to you, as a body, in accordance with Section 90 of
the Bermuda Companies Act 1981, and for no other purpose.
We do not assume responsibility towards or accept liability to
any other person for the contents of this report.
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INDEPENDENT AUDITOR’S REPORT

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs
will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken
on the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgement and maintain professional skepticism
throughout the audit. We also:

° Identify and assess the risks of material misstatement
of the consolidated financial statements, whether due
to fraud or error, design and perform audit procedures
responsive to those risks, and obtain audit evidence that
is sufficient and appropriate to provide a basis for our
opinion. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations, or the override of internal
control.

° Obtain an understanding of internal control relevant to
the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the
Group’s internal control.

° Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and
related disclosures made by the Directors.
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INDEPENDENT AUDITOR’S REPORT
BUZHBEMKREE

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

Conclude on the appropriateness of the Directors’ use of
the going concern basis of accounting and, based on the
audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast
significant doubt on the Group’s ability to continue as a
going concern. If we conclude that a material uncertainty
exists, we are required to draw attention in our auditor’s
report to the related disclosures in the consolidated
financial statements or, if such disclosures are inadequate,
to modify your opinion. Our conclusions are based on the
audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause
the Group to cease to continue as a going concern.

Evaluate the overall presentation, structure and content
of the consolidated financial statements, including the
disclosures, and whether the consolidated financial
statements represent the underlying transactions and
events in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding
the financial information of the entities or business
activities within the Group to express an opinion on the
consolidated financial statements. We are responsible for
the direction, supervision and performance of the Group
audit. We remain solely responsible for our audit opinion.

We communicate with the Audit Committee regarding, among

other matters, the planned scope and timing of the audit and

significant audit findings, including any significant deficiencies in

internal control that we identify during our audit.

We also provide the Audit Committee with a statement that

we have complied with relevant ethical requirements regarding

independence and communicate with them all relationships and

other matters that may reasonably be thought to bear on our

independence and, where applicable, related safeguards.
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INDEPENDENT AUDITOR’S REPORT
B ZHEMREF

AUDITOR’S RESPONSIBILITIES FOR THE R MEBERGENERRNWEE
AUDIT OF THE CONSOLIDATED FINANCIAL (&)
STATEMENTS (continued)

From the matters communicated with the Audit Committee, HEWHEZEZEEMAEBZRNEES @R
we determine those matters that were of most significance TEWLBEH NG SHBRANBEZIIER
in the audit of the consolidated financial statements of the AEE - AMEKEAREZREZIE - BIEEFES
current period and are therefore the key audit matters. We ERARTARBRNEEE  ARNEEEY
describe these matters in our auditor’s report unless law or BN T @  EERARBR NS EEASEEHRY
regulation precludes public disclosure about the matter of when, TR#&REBH AR B EFTEH N T A
in extremely rare circumstances, we determine that a matter [ERIHEDHE @ THES@RNZEEIHRE D
should not be communicated in our report because the adverse gl tt ZEH1H -

consequences of doing so would reasonably be expected to

outweigh the public interest benefits of such communication.

CHENG & CHENG LIMITED BEEMEEAERAR
Certified Public Accountants (Practising) HEDI A

Hong Kong, 30 March 2017 BE —ET—+tF=H=+H
Cheng Hong Cheung EREERE

Practising Certificate number PO1802 HEFEZRE 0 P01802
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
RERBEREMEEKARRE

(For the year ended 31 December 2016) (# 2 = —NF+=A=+—HILF)F)

2016 2015

ZE-RF —ET—hF

Notes RMB’000 RMB’000

B et AREFT ABRETFIT

Revenue g 6 506,764 365,990

Cost of sales and income FHE U A BK AR (415,868) (288,898)

Gross profit EF 90,986 77,092
Other revenue and H e R AFER

net income 7 11,341 181,791

Distribution costs 2k = D®N (18,872) (12,461)
Administrative and other TR EEMGERT

operating expenses (48,486) (66,533)

Loss on disposal of investment HEREMEEIE

properties - (1,609)
Fair value changes on investment & & 9% A F([EE F)

properties (27,836) (152,735)

Reversal of impairment loss/ BERPMENRERBRE

(impairment loss) of properties #BeCREEsE)

under development 75,019 (112,895)
Reversal of impairment loss/ BEEEZEBIWERN

(impairment loss) of completed  JR{EEERERE

properties held for sale CREEE) 5,310 (3,945)
Fair value changes on derivative $T4 4t TE QA FE
financial instruments bek) (4,913) (2,937)
Share of (loss)/profit of DIREE R T (BE),/
an associate S A (67,407) 36,966
Finance costs BhE AR 8 (70,018) (134,169)
Loss before income tax BRETEBAIER 9 (54,966) (191,435)
Income tax (expense)/credit Fis®t (), #5 12 (18,745) 76,309
Loss for the year FEEE (73,711) (115,126)
Loss attributable to: THALEEESRE :
Owners of the Company INNEIE F =N (73,711) (115,125)
Non-controlling interests FEIE IR R 2 - (1)
(73,711) (115,126)
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
RERBERAMEEKARE

For the year ended 31 December 2016 &2 =F—NF+=-A=+—HILFE

2016 2015
—B—RE¥F —E—hF
Notes RMB’000 RMB’000
HiaE AREFT ABRBFIT
Other comprehensive FEHMEZEEE
loss for the year (after (EFDERER)
reclassification adjustments)
ltems that may be reclassified HigrlgeEF o BEEER
subsequently to profit or loss: mIER :
Reclassification adjustment of HERHEESRERE
fair value reserve on disposal ZAVEREBET D
of available-for-sale financial pERREE
assets - 535
Exchange loss on translation of — #E /G N 7 B 755k
financial statements of foreign RZIEHEE
operations (125,132) (81,020)
Other comprehensive loss FEHMEZEEE
for the year (125,132) (80,485)
Total comprehensive loss for FEZHERALE
the year (198,843) (195,611)
Total comprehensive loss THALTEESEE
attributable to: EiE4E%E .
Owners of the Company ViN/NETE Z= N (198,843) (195,610)
Non-controlling interests IEE T FE o - (1)
(198,843) (195,611)
RMB RMB
AR A EH
Loss per share BREE 13
Basic HIK (0.974 cent ) (3.475 cents 7))
Diluted BE (0.974 cent @) (3.475 cents )
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
e PR R

(As at 31 December 2016) (R=F—~NF+=H=+—H)

2016 2015
—E-REF —FE-0F
Notes RMB’000 RMB’000
B et AR T ABRETFIT
ASSETS AND LIABILITIES EENRER
Non-current assets FRBEE
Investment properties KEME 14 725,000 962,601
Plant and equipment 5= K 5% 15 2,074 1,565
Interests in an associate N} NS - X 17 510,835 572,464
Available-for-sale financial assets A ftH &4 fi&E 18 1,000 1,000
Deferred tax assets BERIBEE 29 10,400 -
1,249,309 1,537,630
Current assets REBEE
Properties under development BREPYE 19 1,299,920 1,466,005
Completed properties held for FIEHE 2B R T 20
sale 355,407 209,160
Trade receivables JE Y BR 3R 21 13,077 36,401
Prepayments, deposits and other FEfTFIE - &4 K EMfE
receivables &7 e 22 119,934 124,724
Tax recoverable AR B I8 7,924 9,935
Financial assets at fair value ARFERFABRER 23
through profit or loss TRIEE 140,000 -
Cash and cash equivalent HeRBEEEY 24 241,239 127,430
2,177,501 1,973,655
Assets classified as held for sale D EABIELE Y EE 25 210,000 -
2,387,501 1,973,655
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
e P EGIRR

(As at 31 December 2016) (R=F—NF+=A=1—H)

2016 2015
—B-RE¥F —ZE—HF
Notes RMB’000 RMB’000
Bt AR%TFT AR Fr
Current liabilities REBEE
Trade payables FEASTBR K 26 (98,431) (83,509)
Accruals and other payables FEETE & E b 50R 27 (1,015,978) (534,224)
Provision for tax TIER A (161,501) (232,481)
Borrowings B 28 (124,548) (315,354)
Convertible notes Al R 31 - (1,6683,786)
(1,400,458) (2,829,354)
Net current assets/(liabilities) FEEE (&1E) BE 987,043 (855,699)
Total assets less current HEERRBEE
liabilities 2,236,352 681,931
Non-current liabilities FRBEE
Deferred tax liabilities RIERIBEEE 29 (286,266) (323,268)
Borrowings B 28 (120,500) (174,000)
(406,766) (497,268)
Net assets EEZEE 1,829,586 184,663
EQUITY DR
Share capital f& A 32 37,628 14,384
Reserves b 33 1,771,767 150,088
Equity attributable to the owners AR RIHEA AFE(RHEZS
of Company 1,809,395 164,472
Non-controlling interests IEIE IR R = 20,191 20,191
Total equity fEREE 1,829,586 184,663

Zhang Gao Bin Luo Zhangguan
REE BERX
Director Director
EE BE

Talent Property Group Limited Annual Report 2016




CONSOLIDATED STATEMENT OF CASH FLOWS

AERETRER

(For the year ended 31 December 2016) (2=

FAEFA=S—AILFR)

2016 2015
—EB-RE —T—AF
Notes RMB’000 RMB’000
B &t AR¥ T ARBETFT
Loss before income tax BRETIS TR E (54,966) (191,439)
Adjustments for: R
Interest income on financial REENRARZ 2/
assets carried at amortised BEMEBA
costs (1,177) (740)
Loss on disposal of investment &R EYEEE
properties = 1,609
Fair value changes on WEYENTFEEZS
investment properties 27,836 152,735
Fair value changes on derivative #7448 T A A T1(E
financial instruments #8) 4,913 2,937
Gain on disposal of available- HEAHREESHERE
for-sale financial assets pdl & - (229)
Management fee income from JEU B E AR E IR B
an associate WA (1,430) (923)
Provision of compensation THIERAE - 5,000
Interest income on loan to an BTYHBEARIERZ
associate FEMA 7 (5,040) (6,180)
Reversal of impairment loss/ BRAYENREEIE
(impairment loss) of e OREEsE)
properties under development (75,019) 112,895
Reversal of impairment loss/ FIEHEZERIME
(impairment loss) of MR EEBEER O
completed properties BEE)
held for sale (5,310) 3,945
Share of loss/(profit) of an DEEE R RIEE
associate O ) 67,407 (36,966)
Finance costs BhE B 8 70,018 134,169
Gain on extension of convertible — E2R]#aRX ZIE I HAA 7
notes Z Wz 7 - (103,844)
Depreciation on plant and WE R EETE
equipment
- Owned assets —BBEE 9 541 1,107
Loss on written off of WEH R M 2
plant and equipment &8 9 579 85
Reversal of over-provision BEFFHES LB
of compensation paid in R
previous years (2,807) (10,988)
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CONSOLIDATED STATEMENT OF CASH FLOWS
RERTRER

(For the year ended 31 December 2016) (# 2 =F— NF+=-F=+—HI F/Z)

2016 2015
—EB-REF —T—AF
Notes RMB’000 RMB’000
B &t AR¥TF ARBETT
Operating cash flow before LEECEHA LKL
working capital changes ERE 25,545 63,177
Decrease/(increase) in BEPMERBELES
properties under development ZBRIYERD
and completed properties ()
held for sale 114,946 (14,635)
Decrease/(increase) in trade U AR FOR (38 n)
receivables 23,324 (35,264)
Decrease in prepayments, TERHRIE - e &k
deposits and other H qth fE W GRIE R
receivables 4,790 38,945
Increase in financial assets at NAFEFAB=ZNS
fair value through profit or BhE N
loss (140,000) -
Increase in trade payables JFE 1T BR 235 1 14,922 55,028
Increase/(decrease) in accruals  FE5T & A K& B fh FEft
and other payables FIEE M, CRd) 352,853 (298,428)
Cash generated from/(used in) B EEE S(FA) 2
operations "4 396,380 (191,177)
Land appreciation tax paid B L ER (42,819) (6,038)
Income tax paid B FEH (92,604) (93,333)
Net cash generated from/ REERFE (A 2
(used in) operating activities H&EH 260,957 (290,548)
Cash flows from investing REXKZRERE
activities
Purchase of plant and equipment & 8 &5 M k& (1,609) (377)
Purchase of investment property EEEIREWE (235) (56,435)
Proceeds from disposal of HEREMERSE
investment properties, net R RIE = 11,657
Proceeds from disposal of HERHREESREER
available-for-sale financial 15558
assets = 1,729
Deposits received for disposal of HEREWELD Wike
investment properties 125,810 -
Interest received 2 HF & 1,177 739
Net cash generated from/ REXKMEB (A 2
(used in) investing activities B &FEE 125,143 (42,687)
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CONSOLIDATED STATEMENT OF CASH FLOWS
an\ }EEUILE%

(For the year ended 31 December 2016) (# 2 = —NF+=A=+—HILF)F)

2016 2015
—AE ST IF
Notes RMB’000 RMB’000
Hat AREFT AREF T
Cash flows from financing MEXBZRERE
activities
Proceeds from bank loan RITE TSR - 400,000
Proceeds from other unsecured ﬁfﬁ%%{%gf fi 1S 58
loan - 4,197
Repayment of bank loans ERIRTTER (215,000) (187,500)
Repayment of other unsecured EEAMEEFER
loan (29,306) -
Finance costs AEKAR (32,010) (8,044)
Net cash (used in)/from MEXK (FTA) e
financing activities ZREFE (276,316) 208,653
Net increase/(decrease) in cash fﬁ\\é&fﬁi%gf@ﬁ
and cash equivalents i CRd) 548 109,784 (124,582)
Cash and cash equivalents at R—A—BZRER
1 January Iﬁﬁ%{g% 127,430 247,542
Effect of foreign exchange rate EREEH I TE
changes 4,025 4,470
Cash and cash equivalents at R+=—A=+—82
31 December R kR e FEY 241,239 127,430
Analysis of cash and cash BRERBEEENIN
equivalents
Bank balances and cash R1TEEBRRE 24 241,239 127,430
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

ey EELE

(For the year ended 31 December 2016) (# 2 =F— NF+=-F=+—HI F/Z)

Attributable to owners of the Company

LN TN 3
Currency Capital Convertible Non-
Share Share  translation Capital Contributed  redemption  Fair value notes  Accumulated controlling Total
capital premium reserve reserve surplus reserve reserve reserve loss Total interests equity
Lt e | TER FER
B RMEE % EERE  4)EB % OVERE  FERE  ZnE8 Gh s EReE
RMBO00 ~ RMB'O00  RMB000  RMB000  ARMB000  RMBOO0  RMBOO0  RMB'000  RMB000  RMB'000 RMB000  RMB'000
ARETR  ARETR  ARETR  ARETL  AREFL  AREFL  AREFL  AREFL  AREFL  ARETR  AREFT  AREFZ
At1 January 2016 RZF-~5-A-A 14,384 798,198 (116,794) 861 301,799 82 (253) 364,185 (1,197,990) 164,472 20,191 184,663
Loss for the year FEFR - - - - - - - - (73,111) (73,11) - (73,711)
Other comprehensive ~ FEEM2EFE -
loss for the year:
Exchange loss on BEGNEEL
translation of SRRz ELER
financial statement of
foreign operations - - (125,132) - - - - - - (125,132) - (125,132)
Total comprehensive FE2EHELEE
loss for the year - - (125,132) - - - - - (78,711)  (198,843) - (198,843)
Issuance of shares RARTAREERES
upon conversion of &3 (Hi#31)
convertible note
(Note 31) 2244 2,184,707 - - - - - (364,185) - 1,843,766 - 1,843,766
Asat31December ~ WZE-AE
2016 tZA=1-8 37,628 2,982,905 (241,926) 861 301,799 82 (253) - (1,211,701) 1,809,395 20,191 1,829,586
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
CE D TE

(For the year ended 31 December 2016) (# 2 = —NF+=A=+—HILF)F)

Attributable to owners of the Company

ARRERAEE
Currency Capital Convertible Non-
Share Share  translation Captal  Contributed ~ redemption Fair value notes  Accumulated controling Total
capital premium reserve fesenve surplus resernve reserve reserve loss Total nterests equity
g EXED AR FER
Bx KHEE BE  ATRE  SAE% R OTHERER  FEBE  ZHER B B ESER
RMB000 ~ RMBOO0  RMBOOO  RAMBOO0  AMBO00  AMBOO0  AMBO00  AMBO00  RMBO000  RMB000 RMBOO0  RMB'000
NEETT  NEETT  AEETT  ARETT  ARETT  ARETT  ARETT  ARETT  ARETT  ARRTT ARETT ARETT
At 1 January 2015 RZE-15-F-A 12,452 610,850 (35,774) 861 301,799 82 (788) 395,182 (1,082,865) 201,799 20,192 221,991
Loss for the year EREE - - - - - - - - (18128 (15,129) (1) (11512
Other comprehensive ~ EEEM2EFE -
loss for the year:
Reclassfication LETHIESHEE
adjustment of fair BATEREIER
value reserve on HERE
disposal of available-
for-sale financial
assets - - - - - - 535 - - 535 - 535
Exchange loss on RESNER IHR
translation of RESER
financial statement of
foreign operations - - (81,020) - - - - - - (81,020) - (81,020)
Total comprenensive loss £ 2 F 1A%
for the year - - (81,020) - - - 535 - (115125 (195610) (1) (195611)
Issuance of shares RABTEREERES
upon conversion o FRf3 (431
convertible note
(Note 31) 1,932 187,348 - - - - - (30,997) - 158,283 - 158,263
As at 31 December RE-1F
2015 TZA=1-H 14,384 798,198 (116,794) 861 301,799 82 (259) 364,185 (1,197,990) 164,472 20,191 184,663
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e R AR M R

(For the year ended 31 December 2016) (2= —NF+=A=+—HILFZE)

GENERAL INFORMATION

Talent Property Group Limited (the “Company”) is a limited
liability company incorporated in Bermuda and domiciled
in Hong Kong. The addresses of its registered office and
principal place of business of the Company are disclosed
in the corporate information section to the annual report.
The Company’s shares are listed on The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”).

The Company is an investment holding company.
The principal activities of the principal subsidiaries
are including (i) real estate development, (ii) property
investment and (iii) property management.

The consolidated financial statements for the year ended
31 December 2016 were approved for issue by the board
of directors on 30 March 2017.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

2.1 Basis of preparation

The consolidated financial statements on pages
60 to 196 have been prepared in accordance
with all applicable Hong Kong Financial Reporting
Standards (“HKFRSs”),
term includes all applicable individual Hong
Kong Financial Reporting Standards, Hong
Kong Accounting Standards (“HKASs”) and
Interpretations issued by the Hong Kong Institute
of Certified Public Accountants (“HKICPA”),
accounting principles generally accepted in Hong

which collective

Kong and the disclosure requirements of the Hong
Kong Companies Ordinance (Cap. 622). These
consolidated financial statements also comply with
the applicable disclosure of the Rules Governing
the Listing of Securities on The Stock Exchange of
Hong Kong Limited.

1.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

VPN

A N =

BTSRRI RE

(For the year ended 31 December 2016) (EtZ2=—F—NF+-A=1—HILFE)

2.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.1

Basis of preparation (continued)

The significant accounting policies that have been
used in the preparation of these consolidated
financial statements are summarised below. These
policies have been consistently applied to all the
years presented unless otherwise stated. The
adoption of new or amended HKFRSs and the
impacts on the Group’s consolidated financial
statements, if any, are disclosed in note 3.

The consolidated financial statements have been
prepared under the historical cost basis except
for investment properties, financial instruments
classified as available-for-sale, financial assets
at fair value through profit or loss and early
redemption option embedded in convertible
notes which are stated as fair value as explained
in the accounting policies set out below. The
measurement bases are fully described in the
accounting policies below.

Non-current assets held for sale are stated at the
lower of carrying amount and fair value less costs
to sell (see note 2.23).
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2.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e R AR M R

(For the year ended 31 December 2016) (2= —NF+=A=+—HILFZE)

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.1

Basis of preparation (continued)

The preparation of financial statements in
conformity with HKFRSs requires management
to make judgements, estimates and assumptions
that affect the application of policies and
reported amounts of assets, liabilities, income
and expenses, and the disclosure of contingent
liabilities, at the end of reporting period. The
estimates and associated assumptions are based
on historical experience and various other factors
that are believed to be reasonable under the
circumstances, the results of which form the basis
of making the judgements about carrying values of
assets and liabilities that are not readily apparent
from other sources. Actual results may differ from
these estimates.

The estimates and underlying assumptions are
reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period
in which the estimate is revised if the revision
affects only that period, or in the period of the
revision and future periods if the revision affects
both current and future periods.

The areas involving a higher degree of judgment
or complexity, or areas where assumptions and
estimates are significant to the consolidated
financial statements, are disclosed in note 4.

2.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

VPN

A N =

BTSRRI RE

(For the year ended 31 December 2016) (EtZ2=—F—NF+-A=1—HILFE)

2.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.2

Basis of consolidation

The consolidated financial statements incorporate
the financial statements of the Company and its
subsidiaries and associate (see notes 2.3 and 2.4
below) made up to 31 December.

An investment in a subsidiary is consolidated into
the consolidated financial statements from the
date that control commences until the date that
control ceases. Intra-group balances, transactions
and cash flows and any unrealised profits arising
from intra-group transactions are eliminated in full
in preparing the consolidated financial statements.
Unrealised losses resulting from intra-group
transactions are eliminated in the same way as
unrealised gains but only to the extent that there is
no evidence of impairment.

Non-controlling interests represent the equity in a
subsidiary not attributable directly or indirectly to
the company, and in respect of which the group
has not agreed any additional terms with the
holders of those interests which would result in the
group as a whole having a contractual obligation
in respect of those interests that meets the
definition of a financial liability. For each business
combination, the group can elect to measure any
non-controlling interests either at fair value or at
the non-controlling interests’ proportionate share of
the subsidiary’s net identifiable assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e R AR M R

(For the year ended 31 December 2016) (2= —NF+=A=+—HILFZE)

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.2

Basis of consolidation (continued)

Non-controlling interests are presented in the
consolidated statement of financial position
within equity, separately from equity attributable
to the equity shareholders of the company. Non-
controlling interests in the results of the Group
are presented on the face of the consolidated
statement of profit or loss and other comprehensive
income as an allocation of the total profit or loss
and total comprehensive income for the year
between non-controlling interests and the equity
shareholders of the company. Loans from holders
of non-controlling interests and other contractual
obligations towards these holders are presented
as financial liabilities in the consolidated statement
of financial position in accordance with note 2.17
depending on the nature of the liability.

Changes in the Group’s interests in a subsidiary
that do not result in a loss of control are accounted
for as equity transactions, whereby adjustments
are made to the amounts of controlling and non-
controlling interests within consolidated equity
to reflect the change in relative interests, but no
adjustments are made to goodwill and no gain or
loss is recognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
BRI

=

(For the year ended 31 December 2016) (=%

2.

—NFEFZA=1—HIFFE)

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.2

Basis of consolidation (continued)

When the Group loses control of a subsidiary, it (i)
derecognises the assets (including any goodwill)
and liabilities of the subsidiary at their carrying
amounts at the date when control is lost, (ii)
derecognises the carrying amount of any non-
controlling interests in the former subsidiary
at the date when control is lost (including any
components of other comprehensive income
attributable to them),
aggregate of the fair value of the consideration

and (iii) recognises the

received and the fair value of any retained interest,
with any resulting difference being recognised as
a gain or loss in profit or loss attributable to the
Group. When assets of the subsidiary are carried
at revalued amounts or fair values and the related
cumulative gain or loss has been recognised in
other comprehensive income and accumulated in
equity, the amounts previously recognised in other
comprehensive income and accumulated in equity
are accounted for as if the Group had directly
disposed of the related assets (i.e. reclassified
to profit or loss or transferred directly to retained
earnings as specified by applicable HKFRSSs).
The fair value of any investment retained in the
former subsidiary at the date when control is lost is
regarded as the fair value on initial recognition for
subsequent accounting under HKAS 39 “Financial
instruments: Recognition and measurement” or,
when applicable, the cost on initial recognition of
an investment in an associate or a jointly controlled
entity.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e R AR M R

(For the year ended 31 December 2016) (B2 =F—NF+=A=1+—HILFE)

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.3

Subsidiaries

Subsidiaries are entities controlled by the Group.
The Group controls an entity when it is exposed, or
has rights, to variable returns from its involvement
with the entity and has the ability to affect those
returns through its power over the entity. When
assessing whether the Group has power, only
substantive rights (held by the Group and other
parties) are considered.

In consolidated financial statements, acquisition
of subsidiaries (other than those under common
control) is accounted for by applying the acquisition
method. This involves the estimation of fair value
of all identifiable assets and liabilities, including
contingent liabilities of the subsidiary, at the
acquisition date, regardless of whether or not they
were recorded in the financial statements of the
subsidiary prior to acquisition. On initial recognition,
the assets and liabilities of the subsidiary are
included in the consolidated statement of financial
position at their fair values, which are also used
as the bases for subsequent measurement in
accordance with the Group’s accounting policies.

In the Company’s statement of financial position,
subsidiaries are carried at cost less any impairment
loss unless the subsidiary is held for sale or
included in a disposal group. The results of
subsidiaries are accounted for by the Company on
the basis of dividends received and receivable at
the reporting date. All dividends whether received
out of the investee’s pre or post-acquisition profits
are recognised in the Company’s profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

VPN

A N =

BTSRRI RE

(For the year ended 31 December 2016) (EtZ2=—F—NF+-A=1—HILFE)

2.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.4

Associates

An associate is an entity in which the Group has
significant influence, but not control or joint control,
over its management, including participation in the
financial and operating policy decisions.

An investment in an associate is accounted for in
the consolidated financial statements under the
equity method, unless it is classified as held for
sale or included in a disposal group. Under the
equity method, the investment is initially recorded
at cost and adjusted for any excess of the Group’s
share of the acquisition-date fair values of the
investee’s identifiable net as sets over the cost of
the investment (if any). Thereafter, the investment
is adjusted for the post acquisition change in the
Group’s share of the investee’s net assets and any
impairment loss relating to the investment.

The Group’s share of the post-acquisition post-
tax results of the investees and any impairment
losses for the year are recognised in profit or loss
in the consolidated statement of profit or loss and
other comprehensive income, whereas the Group’s
share of the post-acquisition post-tax items of
the investees’ other comprehensive income is
recognised in the class of other comprehensive
income in the consolidated statement of profit or
loss and other comprehensive income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(For the year ended 31 December 2016) (& Z—%

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

24

Associates (continued)

When the Group’s share of losses exceeds its
interest in the associate, the Group’s interest is
reduced to nil and recognition of further losses is
discontinued except to the extent that the Group
has incurred legal or constructive obligations or
made payments on behalf of the investee. For
this purpose, the Group’s interest is the carrying
amount of the investment under the equity method
together with the Group’s long-term interests that in
substance form part of the Group’s net investment
in the associate.

Unrealised profits and losses resulting from
transactions between the Group and its associates
are eliminated to the extent of the Group’s interest
in the investee, except where unrealised losses
provide evidence of an impairment of the asset
transferred, in which case they are recognised

immediately in profit or loss.

For investments in associates recognised using the
equity method, the impairment loss is measured
by comparing the recoverable amount of the
investment as a whole with its carrying amount
and recognised in profit or loss. A reversal of
impairment losses is limited to the asset’s carrying
amount that would have been determined had no
impairment loss been recognised in prior years.
Reversals of impairment losses are credited to
profit or loss in the year in which the reversals are
recognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

VPN
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BTSRRI RE

(For the year ended 31 December 2016) (EtZ2=—F—NF+-A=1—HILFE)

2.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.5

Foreign currency translation

The consolidated financial statements are
presented in thousands of units of Renminbi
(RMB’000), which is different from the functional
currency of the Company, Hong Kong Dollars
(HK$). As the Renminbi (“RMB”) denominated
transactions and balance became a more
significant component to the consolidated financial
statements, the management considers that it is
more appropriate to use RMB as the presentation
currency for the Group’s.

In the individual financial statements of the
consolidated entities, foreign currency transactions
are translated into the functional currency of the
individual entity using the exchange rates prevailing
at the dates of the transactions. At the end of
the reporting date, monetary assets and liabilities
denominated in foreign currencies are translated
at the foreign exchange rates ruling at that date.
Foreign exchange gains and losses resulting from
the settlement of such transactions and from the
reporting date retranslation of monetary assets and
liabilities are recognised in the profit or loss.

Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated
at the rates prevailing on the date when the fair
value was determined and are reported as part of
the fair value gain or loss. Non-monetary items that
are measured in terms of historical cost in a foreign
currency are not retranslated.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(For the year ended 31 December 2016) (& Z—%

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.5

2.6

Foreign currency translation (continued)

In the consolidated financial statements,
all individual financial statements of foreign
operations, originally presented in a currency
different from the Group’s presentation currency,
Assets and
liabilities have been translated into Renminbi at

have been converted into Renminbi.

Income
and expenses have been converted into Renminbi

the closing rates at the reporting date.

at the exchange rates ruling at the transaction
dates, or at the average rates over the reporting
period provided that the exchange rates do not
fluctuate significantly. Any differences arising from
this procedure have been recognised in other
comprehensive income and accumulated separately
in the currency translation reserve in equity.

When a foreign operation is sold, such cumulative
amount of the exchange differences are reclassified
from equity to profit or loss as part of the gain or
loss on sale.

Revenue recognition

Revenue comprises the fair value for the sale of
goods and net of rebates and discounts. Provided
it is probable that the economic benefits will flow to
the Group and the revenue and costs, if applicable,
can be measured reliably, revenue is recognised as
follows:
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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BTSRRI RE

(For the year ended 31 December 2016) (EtZ2=—F—NF+-A=1—HILFE)

2.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.6

Revenue recognition (continued)

Revenue from sales of properties is recognised
when the risks and rewards of properties are
transferred to the purchasers, which is when
the construction of relevant properties has been
completed and the properties are delivered to the
purchasers pursuant to the sale agreement and
collectability of related receivables is reasonably
assured. To the extent that the Group has to
perform further work on the properties already
delivered to the purchasers, the relevant expenses
shall be recognised simultaneously. Deposits and
instalments received on properties sold prior to
the date of revenue recognition are included in
the consolidated statement of financial position
under current liabilities as receipt in advance from
customers.

Interest income is recognised on a time-proportion
basis using the effective interest method.

Rental income of property leasing under operating
leases is recognised on a straight-line basis over
the lease terms.

Service income is recognised when services are
rendered.

Property management service income is recognised
on a pro-rata basis over the life of the agreement
corresponding to notional delivery of the service.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e R AR M R

(For the year ended 31 December 2016) (2= —NF+=A=+—HILFZE)

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.7

Plant and equipment

Plant and equipment are stated at cost less
accumulated depreciation and impairment losses.

Depreciation on other assets, is provided to write
off the cost or revalued amounts less their residual
values over their estimated useful lives, using the
straight-line method, at the following rates per
annum:

Leasehold improvements
Furniture, fixtures and office equipments

Motor vehicles

The asset’s residual values, depreciation methods
and useful lives are reviewed, and adjusted if
appropriate, at each reporting date.

The gain or loss arising on retirement or disposal
is determined as the difference between the sales
proceeds and the carrying amount of the asset and
is recognised in profit or loss.

Subsequent costs are included in the asset’s
carrying amount or recognised as a separate
asset, as appropriate, only when it is probable
that future economic benefits associated with the
item will flow to the Group and the cost of the item
can be measured reliably. All other costs, such as
repairs and maintenance are charged to profit or
loss during the financial period in which they are
incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

VPN
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(For the year ended 31 December 2016) (EtZ2=—F—NF+-A=1—HILFE)

2.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.8

Impairment of non-financial assets

Plant and equipment and interests in associate and
subsidiaries are subject to impairment testing.

An impairment loss is recognised as an expense
immediately for the amount by which the asset’s
carrying amount exceeds its recoverable amount
unless the relevant asset is carried at a revalued
amount under the Group’s accounting policy, in
which case the impairment loss is treated as a
revaluation decrease according to that policy.
Recoverable amount is the higher of fair value,
reflecting market conditions less costs of disposal,
and value in use. In assessing value in use, the
estimated future cash flows are discounted to their
present value using a pre-tax discount rate that
reflects current market assessment of time value of
money and the risk specific to the asset.

For the purposes of assessing impairment, where
an asset does not generate cash inflows largely
independent from those from other assets, the
recoverable amount is determined for the smallest
group of assets that generate cash inflows
independently (i.e. a cash-generating unit). As
a result, some assets are tested individually for
impairment and some are tested at cash-generating
unit level.
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(For the year ended 31 December 2016) (B2 =F—NF+=A=1+—HILFE)

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.8

2.9

Impairment of non-financial assets (continued)

As assessment is made at the end of each
reporting periods as to whether there is any
indication that previously recognised impairment
loss may no longer exist or may have decreased. If
such an indication exists, the recoverable amount is
estimated. A previously recognised impairment loss
of an asset other than goodwill is reversed only if
there has been a change in the estimates used to
determine the recoverable amount of that asset. A
reversal of impairment loss is limited to the asset’s
carrying amount that would have been determined
had no impairment loss been recognised in prior
years. Reversals of impairment losses are credited
to profit or loss in the year in which the reversals
are recognised, unless the asset is carried at a
revalued amount, in which case the reversal of the
impairment loss is accounted for in accordance
with the relevant accounting policy for that revalued
asset.

Investment properties

Property that is held for long-term rental yields and/
or for capital appreciation, and that is not occupied
by the Group, is classified as investment property.
Property that is currently being constructed or
developed for future use as investment property is
classified as investment property.

Investment property comprises land held under
operating leases. Land held under operating leases
are classified and accounted for as investment
property when the rest of the definition of
investment property is met (see note 2.10).
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2.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.9

Investment properties (continued)

Investment property is measured initially at its cost,
including related transaction costs.

Subsequent to initial recognition, investment
property is measured at fair value. Where fair value
of investment property under construction is not
reliably measurable, the property is measured at
cost until the earlier of the date construction is
completed or the date at which fair value becomes
reliably measurable.

Subsequent expenditure is charged to the asset’s
carrying amount only when it is probable that
future economic benefits associated with the
item will flow to the Group and the cost of the
item can be measured reliably. All other repairs
and maintenance costs are charged to profit or
loss during the financial period in which they are
incurred.

Any gain or loss arising from a change in fair value
or from the retirement or disposal of an investment
property is recognised in profit or loss.

If an item of inventories becomes an investment
property because its use has been changed, any
difference resulting between the carrying amount
and the fair value of this item at the date of transfer
is recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A R M A

(For the year ended 31 December 2016) (2= —NF+=A=+—HILFZE)

2.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.10 Leases

An arrangement, comprising a transaction or a

series of transactions, is or contains a lease if the
Group determines that the arrangement conveys a
right to use a specific asset or assets for an agreed

period of time in return for a payment or a series of

payments. Such a determination is made based on

an evaluation of the substance of the arrangement

and is regardless of whether the arrangement takes

the legal form of a lease.

(i)

Classification of assets leased to the
Group

Assets that are held by the Group under
leases which transfer to the Group
substantially all the risks and rewards of
ownership are classified as being held under
finance leases. Leases which do not transfer
substantially all the risks and rewards of
ownership to the Group are classified
as operating leases, with the following
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definition of an investment property is E 2 WESRTE R
classified as an investment property MESBEEERED

on a property-by-property basis and,
if classified as investment property,
is accounted for as if held under a
finance lease; and
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
E B RARME

(For the year ended 31 December 2016) (EtZ2=—F—NF+-A=1—HILFE)

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.10 Leases (continued)

(i)

(i)

(iii)

Classification of assets leased to the
Group (continued)

- land held for own use under an
operating lease, the fair value of
which cannot be measured separately
from the fair value of a building
situated thereon at the inception of
the lease, is accounted for as being
held under a finance lease, unless
the building is clearly held under an
operating lease. For these purposes,
the inception of the lease is the time
that the lease was first entered into
by the Group, or taken over from the
previous lessee.

Operating lease charges as the lessee

Where the Group has the right to use
of assets held under operating leases,
payments made under the leases are
charged to profit or loss on a straight-line
basis over the lease terms except where an
alternative basis is more representative of
the time pattern of benefits to be derived
from the leased assets. Lease incentives
received are recognised in profit or loss as
an integral part of the aggregate net lease
payments made. Contingent rental are
charged to profit or loss in the accounting
period in which they are incurred.

Operating lease charges as the lessor

Assets leased out under operating leases
are included in investment properties in the
consolidated statement of financial position.
Rental receivable under the operating leases
are credited to profit or loss on the straight-
line basis over the lease terms.
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2.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A R M A

(For the year ended 31 December 2016) (& Z—%

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.11

Inventories

(i)

(ii)

Properties under development

Properties under development are stated at
the lower of cost and net realisable value.
Net realisable value takes into account the
price ultimately expected to be realised, less
applicable variable selling expenses and
anticipated cost to completion.

Cost comprises both the prepaid lease
payments for the land and development
cost of the property. Development cost of
properties comprises construction costs,
capitalised borrowing costs and other direct
development cost according to the Group’s
accounting policy and directly attributable
cost incurred during the development
period. On completion, the properties under
development are transferred to completed
properties held for sale. Properties under
development are classified as current assets
unless those will not be realised in one
normal operating cycle.

Completed properties held for sale

Completed properties remaining unsold at
the end of each reporting period are stated
at the lower of cost and net realisable value.

Cost comprises development costs
attributable to the unsold properties.

Net realisable value is determined by
reference to the estimated selling price
in the ordinary course of business, less
applicable estimated selling expenses to

make the sale.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

VPN

7 N =

B RS R AR MY Rt

(For the year ended 31 December 2016) (EtZ2=—F—NF+-A=1—HILFE)

2.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.12

2.13

Cash and cash equivalents

Cash and cash equivalents include cash at bank
and in hand, demand deposits with banks and
short-term highly liquid investments with original
maturities of three months or less that are readily
convertible into known amounts of cash and which
are subject to an insignificant risk of changes in
value, having been within three months of maturity
at acquisition.

Financial assets

The Group’s accounting policies for financial assets
other than interests in subsidiaries and associate
are set out below. Financial assets are classified
into the following categories:

loans and receivables

- available-for-sale financial assets

- financial asset at fair value through profit or
loss (“FVTPL”)

- early redemption option embedded in
convertible notes

Management determines the classification of its
financial assets at initial recognition depending on
the purpose for which the financial assets were
acquired and where allowed and appropriate, re-
evaluates this designation at every reporting date.

All financial assets are recognised when, and
only when, the Group becomes a party to the
contractual provisions of the instrument. Regular
way purchases of financial assets are recognised
on trade date. When financial assets are recognised
initially, they are measured at fair value, plus, in the
case of investments not at fair value through profit
or loss, directly attributable transaction costs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A R M A

(For the year ended 31 December 2016) (2= —NF+=A=+—HILFZE)

2.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.13 Financial assets (continued)

Derecognition of financial assets occurs when the

rights to receive cash flows from the investments

expire or are transferred and substantially all of

the risks and rewards of ownership have been

transferred.

The Group has the following types of financial
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assets:

(i)  Loans and receivables () ERENFE
Loans and receivables are non-derivative ERKREWSRIEBRLBE
financial assets with fixed or determinable BB Th 3% T {8 M B8 & E 3k
payments that are not quoted in an AEERIBZIFTES
active market. Loans and receivables are BE - ERKREWFKIARE
subsequently measured at amortised cost BERAE R R K178
using the effective interest method, less BCAS R E DR E S B R
any impairment losses. Amortised cost is 2o BN A TINERE
calculated taking into account any discount fa] Yo B 4T 5 ok s 1B 1& BT
or premium on acquisition and includes B UBEEBRERME
fees that are an integral part of the effective RZGEAFEEHD 2
interest rate and transaction cost. BH -

(i)  Available-for-sale financial assets (i) TRAELHEE

Non-derivative financial assets that do
not qualify for inclusion in any of the other
categories of financial assets are classified
as available-for-sale financial assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

VPN
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(For the year ended 31 December 2016) (EtZ2=—F—NF+-A=1—HILFE)

2.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.13 Financial assets (continued)

(ii)

Available-for-sale financial assets (continued)
All financial assets within this category are
subsequently measured at fair value. Gain or
loss arising from a change in the fair value
excluding any dividend and interest income
is recognised in other comprehensive
income and accumulated separately in
the fair value reserve for available-of-
sale financial assets in equity, except for
impairment losses and foreign exchange
gains and losses on monetary assets,
until the financial asset is derecognised,
at which time the cumulative gain or loss
is reclassified from equity to profit or loss.
Interest calculated using the effective
interest method is recognised in profit or
loss.

The fair value of available-for-sale monetary
assets denominated in a foreign currency
is determined in that foreign currency
and translated at the spot rate at the
reporting date. The change in fair value
attributable to translation differences that
result from a change in amortised cost of
the asset is recognised in profit or loss,
and other changes are recognised in other
comprehensive income.

For available-for-sale investments in equity
securities that do not have a quoted market
price in an active market and whose fair
value cannot be reliably measured and
derivatives that are linked to and must be
settled by delivery of such unquoted equity
instruments, they are measured at cost
less any identified impairment losses at
each reporting date subsequent to initial
recognition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A R M A

(For the year ended 31 December 2016) (2= —NF+=A=+—HILFZE)

2. SUMMARY OF SIGNIFICANT 2. XESTEHREBE @)
ACCOUNTING POLICIES (continued)
2.13 Financial assets (continued) 213 sREE (&)
(iii)  Financial asset at fair value through (i) HURFETABZHEH

profit or loss BE
Financial assets at FVTPL include financial AR EFAERAN S F
assets held for trading and financial assets EEREREEEN SR
designated at FVTPL. B ENEEIEUNAFE

SAARGENEREE

A financial asset is classified as held for ERATERENBRLT
trading if: ZIETREESWIER
EEE

. it has been acquired principally for . FEEBMNRATE
the purpose of selling in the near REALE
future;

. it is a part of an identified portfolio of . EREBEMNIHR
financial instruments that the Group eRTHRHBAE 2 —
manages together and has a recent HokBEEBRET
actual pattern of short-term profit- T ERREE
taking; or A sk

. it is a derivative that is not designated . NIZE =l (=F 2
and effective as a hedging AgemiTETA -
instrument.

Talent Property Group Limited Annual Report 2016




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

VPN

A N =

BTSRRI RE

(For the year ended 31 December 2016) (EtZ2=—F—NF+-A=1—HILFE)

2.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.13 Financial assets (continued)

(iii)

Financial asset at fair value through
profit or loss (continued)

A financial asset other than a financial asset
held for trading may be designated as at
FVTPL upon initial recognition if:

o such designation eliminates or
significantly reduces a measurement
or recognition inconsistency that
would otherwise arise; or

o the financial asset forms part of a
group of financial assets or financial
liabilities or both, which is managed
and its performance is evaluated
on a fair value basis, in accordance
with the Group’s documented risk
management or investment strategy,
and information about the grouping is
provided internally on that basis; or

o it forms part of a contract containing
one or more embedded derivatives,
and HKAS 39 permits the entire
combined contract (asset or liability)
to be designated as at FVTPL.

Financial assets at FVTPL are measured at
fair value, with changes in fair value arising
from remeasurement recognised directly
in profit or loss in the period in which they
arise. The net gain or loss recognised
in profit or loss includes any dividend or
interest earned on the financial assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A R M A

(For the year ended 31 December 2016) (B2 =F—NF+=A=1+—HILFE)

2. SUMMARY OF SIGNIFICANT 2. FESTHHEMEME &)
ACCOUNTING POLICIES (continued)

2.13 Financial assets (continued)

213 EREE (&)

(iv) Early redemption option embedded in
convertible notes

The derivative component of the convertible
notes is recognised initially at fair value. At
the end of each reporting period the fair
value is remeasured. The gain or loss on
remeasurement to fair value is recognised
immediately in profit or loss.

Impairment of financial assets

At each reporting date, financial assets other
than financial asset at fair value through profit
or loss and early redemption option embedded
in convertible notes are reviewed to determine
whether there is any objective evidence of
impairment.

Objective evidence of impairment of individual
financial assets includes observable data that
comes to the attention of the Group about one or
more of the following loss events:

significant financial difficulty of the debtor;

- a breach of contract, such as a default
or delinquency in interest or principal
payments;

- it becoming probable that the debtor
will enter bankruptcy or other financial
reorganisation;

- significant changes in the technological,
market, economic or legal environment that
have an adverse effect on the debtor; and

- a significant or prolonged decline in the
fair value of an investment in an equity
instrument below its cost.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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A

BTSRRI RE

(For the year ended 31 December 2016) (EtZ2=—F—NF+-A=1—HILFE)

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.13 Financial assets (continued)

Impairment of financial assets (continued)

Loss events in respect of a group of financial
assets include observable data indicating that there
is a measureable decrease in the estimated future
cash flows from the group of financial assets. Such
observable data includes but not limited to adverse
changes in the payment status of debtors in the
group and, national or local economic conditions
that correlate with defaults on the assets in the
group.

If any such evidence exists, the impairment loss is
measured and recognised as follows:

(i Financial assets carried at amortised cost

If there is objective evidence that an
impairment loss on loans and receivables
carried at amortised cost has been incurred,
the amount of the loss is measured as the
difference between the asset’s carrying
amount and the present value of estimated
future cash flows (excluding future credit
losses that have not been incurred)
discounted at the financial asset’s original
effective interest rate (i.e. the effective
interest rate computed at initial recognition).
The amount of the loss is recognised in
profit or loss of the period in which the
impairment occurs.

HARMEEEERAT 2016F FiF

2.

FESHBERBE &)

213 €RMEE (&)

EEEERE (&)
—HERMEECERFRBER
TRMEBEE B RKER
MEHIRAIET EKIE 2 B R
B RFABRBBRERENR
AR R E R A 2 5 3R 5 A0 B
HAINEEBRBERABHEZH
KRR E BN TIRYHE -

W FHEEAZEFRER - BREE
BIRAT A ERER

()  BEBHELINEZ ZBE
E
(GESE=R T8 ELki7g: ¥
ARSI BR 2 B RN R MR
HEELRERE  ZB
BREERBEREMB R
KR RE (TEERRK
EEXEZARREEER) A
TREEZRERANE
(ANERERZEBRNE)
MRZBAEZEZRFE -
BB S BRNRE LR E
MR IEEE MR ©



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A R M A

(For the year ended 31 December 2016) (2= —NF+=A=+—HILFZE)

2.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.13 Financial assets (continued)

2.

FESHBERME &)

213 EREE (&)

Impairment of financial assets (continued) SHEERE (E)

() Financial assets carried at amortised cost (i) 1L K B2 & A&
(continued) E (&)
If, in subsequent period, the amount of NE% 7B (SREE
the impairment loss decreases and the B B > FER
decrease can be related objectively to an EERE L EHES
event occurring after the impairment was B4 - BIBEE:BEMER R
recognised, the previously recognised BER HEBLOTEFES
impairment loss is reversed to the extent BB ECEmMEBRAN A
that it does not result in a carrying amount B0 HE R FERRE
of the financial asset exceeding what the B AN o B[O &%
amortised cost would have been had the REABBARIBR AR
impairment not been recognised at the date 2o
the impairment is reversed. The amount of
the reversal is recognised in profit or loss of
the period in which the reversal occurs.

(i) Available-for-sale financial assets (i) AR ETHEE

When a decline in the fair value of an
available-for-sale financial asset has been
recognised in other comprehensive income
and accumulated in equity and there is
objective evidence that the asset is impaired,
an amount shall be reclassified from equity
to profit and loss as impairment loss.
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(For the year ended 31 December 2016) (EtZ2=—F—NF+-A=1—HILFE)

2.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.13 Financial assets (continued)

Impairment of financial assets (continued)

(i)

(i)

Available-for-sale financial assets (continued)

Reversals in respect of investment in equity
instruments classified as available-for-
sale are not recognised in profit or loss.
The subsequent increase in fair value is
recognised in other comprehensive income.
Impairment losses in respect of debt
securities are reversed if the subsequent
increase in fair value can be objectively
related to an event occurring after the
impairment loss was recognised. Reversal
of impairment losses in such circumstances
are recognised in profit or loss.

Financial assets carried at cost

The amount of impairment loss is measured
as the difference between the carrying
amount of the financial asset and the
present value of estimated future cash flows
discounted at the current market rate of
return for a similar financial asset.
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(For the year ended 31 December 2016) (2= —NF+=A=+—HILFZE)

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.13 Financial assets (continued)

Impairment of financial assets (continued)

(ii)

Financial assets carried at cost (continued)

Financial assets other than early redemption
option embedded in convertible notes
and trade receivables that are stated at
amortised cost, impairment losses are
written off against the corresponding
assets directly. Where the recovery of trade
receivables is considered doubtful but not
remote, the impairment losses for doubtful
receivables are recorded using an allowance
account. When the Group is satisfied that
recovery of trade receivables is remote,
the amount considered irrecoverable is
written off against trade receivables directly
and any amounts held in the allowance
account in respect of that receivable are
reversed. Subsequent recoveries of amounts
previously charged to the allowance account
are reversed against the allowance account.
Other changes in the allowance account
and subsequent recoveries of amounts
previously written off directly are recognised
in profit or loss.

Impairment losses in respect of unquoted
equity securities carried at cost are not
reversed in a subsequent period.
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AN
A

B RS R AR MY Rt

(For the year ended 31 December 2016) (EtZ2=—F—NF+-A=1—HILFE)

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.14 Accounting for income taxes

Income tax comprises current tax and deferred tax.

Current tax assets and liabilities for the current
and prior periods are measured at the amount
expected to be recovered from or paid to the
taxation authorities, based on tax rates and tax
laws that have been enacted or substantively
enacted by the end of the reporting period, taking
into consideration interpretations and practices
prevailing in the countries in which the Group
operates. All changes to current tax assets or
liabilities are recognised as a component of tax
expense in profit or loss.

Deferred tax is calculated using the liability method
on temporary differences at the reporting date
between the carrying amounts of assets and
liabilities in the consolidated financial statements
and their respective tax bases. Deferred tax
liabilities are generally recognised for all taxable
temporary differences. Deferred tax assets are
recognised for all deductible temporary differences,
tax losses available to be carried forward as well
as other unused tax credits, to the extent that it
is probable that taxable profit, including existing
taxable temporary differences, will be available
against which the deductible temporary differences,
unused tax losses and unused tax credits can be
utilised.

Deferred tax assets and liabilities are not
recognised if the temporary difference arises
from initial recognition (other than in a business
combination) of assets and liabilities in a
transaction that affects neither taxable nor
accounting profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A R M A

(For the year ended 31 December 2016) (B2 =F—NF+=A=1+—HILFE)

2. SUMMARY OF SIGNIFICANT 2. FESTHHEMEME &)

ACCOUNTING POLICIES (continued)
2.14 Accounting for income taxes (continued)

2.14 FBHZEFHE (8)

Deferred tax liabilities are recognised for taxable
temporary differences arising on investments in
subsidiaries, except where the Group is able to
control the reversal of the temporary differences
and it is probable that the temporary differences
will not reverse in the foreseeable future. Deferred
tax assets arising from deductible temporary
differences associated with such investments and
interests are only recognised to the extent that
it is probable that there will be sufficient taxable
profits against which to utilise the benefits of the
temporary differences and they are expected to
reverse in the foreseeable future.

The carrying amount of a deferred tax asset is
reviewed at each end of the reporting period and is
reduced to the extent that it is no longer probable
that sufficient taxable profits will be available to
allow the related tax benefit to be utilised. Any
such reduction is reversed to the extent that it
becomes probable that sufficient taxable profits will
be available.

Deferred tax is calculated, without discounting, at
tax rates that are expected to apply in the period
the liability is settled or the asset realised, provided
they are enacted or substantively enacted at the
reporting date.

For the purposes of measuring deferred tax
liabilities or deferred tax assets for investment
properties that are measured using the fair value
model, the carrying amounts of such properties
are presumed to be recovered entirely through
sale, unless the presumption is rebutted. The
presumption is rebutted when the investment
property is depreciable and is held within a
business model whose objective is to consume
substantially all of the economic benefits embodied
in the investment property over time, rather than
through sale.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
E B RARME

(For the year ended 31 December 2016) (EtZ2=—F—NF+-A=1—HILFE)

2. SUMMARY OF SIGNIFICANT 2. FESTHRBE @)

ACCOUNTING POLICIES (continued)

2.14 Accounting for income taxes (continued) 2.14 FiBH &5 % (&)
Changes in deferred tax assets or liabilities RRERIEEESBECES - 15
are recognised in profit or loss, or in other PEFER SMEHEEFEER
comprehensive income or directly in equity if they Hbh 2R A Sz R BR kG
relate to items that are charged or credited to other AZHEE® AEETHME
comprehensive income or directly in equity. YA S b 2 P TERR, ©
Current tax assets and current tax liabilities are BB IR E E R VB IB B (EE
presented in net if, and only if, FEATERAEREZ -

(@)  the Group has the legally enforceable right @ ATEEEEREERESHE
to set off the recognised amounts; and ZETEREN &

(b)  intends either to settle on a net basis, or (b) EEIVFRELE KB
to realise the asset and settle the liability ZEE - RREEZAE -
simultaneously.

The Group presents deferred tax assets and REEETUTBERNFEZT

deferred tax liabilities in net if, and only if, BEHRBEERBELEHRBERE

(@)  the entity has a legally enforceable right to @ HZEBKEBHITEAB
set off current tax assets against current tax BN ERRE I8 & = BA BN BR 18
liabilities; and BEHE &

()  the deferred tax assets and the deferred tax (b) EXEBIBEERREERIE
liabilities relate to income taxes levied by the BERBERE—HISLE
same taxation authority on either: MA TN ER—IEREWR Z

FRS% -
0] the same taxable entity; or () Fl — R E RS
=k
(i) different taxable entities which (i FERZEREHAE
intend either to settle current tax EHEBENBEER
liabilities and assets on a net basis, W 5] K B8 IR AE 5 18
or to realise the assets and settle BEHIEEZIRRK
the liabilities simultaneously, in each BRF] - DAFREE %
future period in which significant EERBBIEAR
amounts of deferred tax liabilities or HEENRKFEER
assets are expected to be settled or BENRBERAEZ
recovered. TRIERTIEL -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(For the year ended 31 December 2016)

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.15

2.16

Share capital

Ordinary shares are classified as equity. Share
capital is determined using the nominal value of
shares that have been issued.

Any transaction costs associated with the issuing
of shares are deducted from share premium (net of
any related income tax benefit) to the extent they
are incremental costs directly attributable to the
equity transaction.

Employee benefits
Retirement benefits

Retirement benefits to employees are provided
through defined contribution plans.

The Group operates a defined contribution
Mandatory Provident Fund retirement benefits
scheme (the “MPF Scheme”) under the Mandatory
Provident Fund Schemes Ordinance, for all of its
employees who are eligible to participate in the
MPF Scheme. Contributions are made based on
a percentage of the employees’ basic salaries.
Contributions are recognised as an expense as
they become payable in accordance with the
rules of the MPF Scheme. The assets of the MPF
Scheme are held separately from those of the
Group in an independently administered fund. The
Group’s employer contributions vest fully with the
employees when contributed into the MPF Scheme.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

AN
A

B RS R AR MY Rt

(For the year ended 31 December 2016) (EtZ2=—F—NF+-A=1—HILFE)

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.16 Employee benefits (continued)

Retirement benefits (continued)

The employees of the Group’s subsidiaries which
operate in the People’s Republic of China (the
“PRC”) are required to participate in a central
pension scheme operated by the local municipal
government. These subsidiaries are required to
contribute certain percentage of its payroll costs
to the central pension scheme. Contributions
are recognised as an expense in profit or loss as
employees render services during the year. The
Group’s obligations under the plans is limited to
the fixed percentage contributions payable. Other
than the monthly contributions, the Group has no
further obligation for the payment of retirement and
other post retirement benefits of its employees.
The assets of these plans are held separately from
those of the Group in independently administrated
funds managed by the PRC government.

Short-term employee benefits

Salaries, annual bonuses, paid annual leave and the
cost of non-monetary benefits are accrued in the
year in which the associated services are rendered
by employees. Where payment or settlement is
deferred and the effect would be material, these
amounts are stated at their present values.

Non-accumulating compensated absences such as
sick leave and maternity leave are not recognised
until the time of leave.

Termination benefits

Termination benefits are recognised when, and only
when, the Group demonstrably commits itself to
terminate employment or to provide benefits as a
result of voluntary redundancy by having a detailed
formal plan which is without realistic possibility of
withdrawal.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A R M A

(For the year ended 31 December 2016) (B2 =F—NF+=A=1+—HILFE)

2. SUMMARY OF SIGNIFICANT 2. FESTHHEMEME &)

ACCOUNTING POLICIES (continued)
2.17 Financial liabilities

217 s®EE

The Group’s financial liabilities include trade
payables, accruals and other payables, borrowings
and convertible notes.

Financial liabilities are recognised when the Group
becomes a party to the contractual provisions of
the instrument. All interest related charges are
recognised in accordance with Group’s accounting
policy for borrowing cost (see note 2.22).

A financial liability is derecognised when the
obligation under the liability is discharged or
cancelled or expires.

Where an existing financial liability is replaced by
another from the same lender on substantially
different terms, or the terms of an existing liability
are substantially modified, such an exchange
or modification is treated as a derecognition of
the original liability and the recognition of a new
liability, and the difference in the respective carrying
amount is recognised in profit or loss.

Borrowings

Borrowings are recognised initially at fair value less
attributable transaction costs. Subsequent to initial
recognition, borrowings are stated at amortised
cost with any difference between the amount
initially recognised and redemption value being
recognised in profit or loss over the period of the
borrowings, together with any interest and fees
payable, using the effective interest method.

Borrowings are classified as current liabilities unless
the Group has an unconditional right to defer
settlement of the liability for at least 12 months
after the end of the reporting period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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(For the year ended 31 December 2016) (EtZ2=—F—NF+-A=1—HILFE)

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.17 Financial liabilities (continued)

Convertible notes

Convertible notes that can be converted to equity
share capital at the option of the holder, where
the number of shares that would be issued on
conversion and the value of the consideration that
would be received at that time do not vary, are
accounted for as compound financial instruments
which contain both a liability component and an
equity component.

At initial recognition the liability components of
the convertible notes is measured as the present
value of the future interest and principal payments,
discounted at the market rate of interest applicable
at the time of initial recognition to similar liabilities
that do not have a conversion option. Any excess
of proceeds over the amount initially recognised
as the liability component is recognised as the
equity component. Transaction costs that relate to
the issue of a compound financial instrument are
allocated to the liability and equity components in
proportion to the allocation of proceeds.

The liability component is subsequently carried at
amortised cost. The interest expense recognised in
profit or loss on the liability component is calculated
using the effective interest method. The equity
component is recognised in the capital reserve until
either the note is converted or redeemed.

If the note is converted, the convertible notes
reserve, together with the carrying amount of the
liability component at the time of conversion, is
transferred to share capital and share premium as
consideration for the shares issued. If the note is
redeemed at maturity, the convertible notes reserve
is released directly to retained profits.

Other financial liabilities

Trade payables and accruals and other payables
are recognised initially at their fair value and
subsequently measured at amortised cost, using
the effective interest method, unless the effect of
discounting would be immaterial, in which case
they are stated at cost.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A R M A

(For the year ended 31 December 2016) (B2 =F—NF+=A=1+—HILFE)

2. SUMMARY OF SIGNIFICANT 2. FESTHHEMEME &)

ACCOUNTING POLICIES (continued)
2.18 Provisions and contingent liabilities

2.18 BERIAREE

Provisions are recognised when the Group has a
present obligation (legal or constructive) as a result
of a past event, and it is probable that an outflow
of economic benefits will be required to settle the
obligation and a reliable estimate of the amount of
the obligation can be made. Where the time value
of money is material, provisions are stated at the
present value of the expenditure expected to settle
the obligation.

All provisions are reviewed at each reporting date
and adjusted to reflect the current best estimate.

Where it is not probable that an outflow of
economic benefits will be required, or the amount
cannot be estimated reliably, the obligation is
disclosed as a contingent liability, unless the
probability of outflow of economic benefits is
remote. Possible obligations, whose existence
will only be confirmed by the occurrence or non-
occurrence of one or more future uncertain
events not wholly within the control of the group
are also disclosed as contingent liabilities unless
the probability of outflow of economic benefits is
remote.

Contingent liabilities are recognised in the course
of the allocation of purchase price to the assets
and liabilities acquired in a business combination.
They are initially measured at fair value at the date
of acquisition and subsequently measured at the
higher of the amount that would be recognised in a
comparable provision as described above and the
amount initially recognised less any accumulated
amortisation, if appropriate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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(For the year ended 31 December 2016) (EtZ2=—F—NF+-A=1—HILFE)

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.19 Financial guarantees issued

A financial guarantee contract is a contract that
requires the issuer (or guarantor) to make specified
payments to reimburse the holder for a loss it
incurs because a specified debtor fails to make
payment when due in accordance with the terms of
a debt instrument.

Where the Group issues a financial guarantee, the
fair value of the guarantee is initially recognised as
deferred income within accruals and other payables.
Where consideration is received or receivable for
the issuance of the guarantee, the consideration is
recognised in accordance with the Group’s policies
applicable to that category of asset. Where no such
consideration is received or receivable, an immediate
expense is recognised in profit or loss on initial
recognition of any deferred income.

The amount of the guarantee initially recognised as
deferred income is amortised in profit or loss over
the term of the guarantee as income from financial
guarantees issued. In addition, provisions are
recognised if and when it becomes probable that
the holder of the guarantee will call upon the Group
under the guarantee and the amount of that claim
on the Group is expected to exceed the current
carrying amount i.e. the amount initially recognised
less accumulated amortisation, where appropriate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e R AR M R

(For the year ended 31 December 2016) (2= —NF+=A=+—HILFZE)

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.20 Related parties

A party is considered to be related to the Group if:

(@)

or

the party is a person or a close member of

that person’s family and that person

(i)

has control or joint control over the
Group;

has significant influence over the Group;
or

is a member of the key management
personnel of the Group or of a parent
of the Group;

the party is an entity where any of the

following conditions applies:

(i)

(i)

the entity and the Group are
members of the same group (which
means that each parent, subsidiary
and fellow subsidiary is related to the
others);

one entity is an associate or joint
venture of the other entity (or an
associate or joint venture of a
member of a group of which the
other entity is a member);

the entity and the Group are joint
ventures of the same third party;
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
E B RARME

(For the year ended 31 December 2016) (EtZ2=—F—NF+-A=1—HILFE)

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.20 Related parties (continued)

(b) (continued)

(iv)

(vi)

(vii)

(viii)

one entity is a joint venture of a
third entity and the other entity is an
associate of the third entity;

the entity is a post-employment
benefit plan for the benefit of
employees of either the Group or an
entity related to the Group;

the entity is controlled or jointly
controlled by a person identified in

(a);

a person identified in (a)(i) has
significant influence over the entity or
is a member of the key management
personnel of the entity (or of a parent
of the entity); and

The entity, or any member of a group
of which it is a part, provides key
management personnel services to
the Group or to the Group’s parent.

Close members of the family of a person are

those family members who may be expected

to influence, or be influenced by, that person

in their dealings with the entity.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A R M A

(For the year ended 31 December 2016) (2= —NF+=A=+—HILFZE)

2. SUMMARY OF SIGNIFICANT 2. TEETEHRBME @
ACCOUNTING POLICIES (continued)
2.21 Segment reporting 2.21 SEHKE

The Group identifies operating segments and
prepares segment information based on the
regular internal financial information reported
to the executive directors for their decisions
about resources allocation to the Group’s
business components and for their review of the
performance of those components. The business
components in the internal financial information
reported to the executive directors are determined
following the Group’s major products and service
lines.

The executive directors have identified the Group’s
three (2015: three) products and service lines as
operating segments as follows:

(@) Property development consists of the sales
of properties which were completed;

(b) Property investment consists of the leasing
of properties; and

(c) Property management consists of the
provision of property management services.

Each of these operating segments is managed
separately as each of the product and service lines
requires different resources as well as marketing
approaches. All inter-segment transfers are carried
out at arms length prices.
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(For the year ended 31 December 2016) (EtZ2=—F—NF+-A=1—HILFE)

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.21 Segment reporting (continued)

The measurement policies the Group uses for
reporting segment results under HKFRS 8 are the
same as those used in its financial statements
prepared under HKFRSs, except that part of
operating lease charges, fair value changes on
derivative financial instruments, share of profit/
(loss) of an associate, part of finance costs and
corporate income and expenses which are not
directly attributable to the business activities of any
operating segment are not included in arriving at
the operating results of the operating segment. In
addition, the segment assets include all assets with
the exception of interests in an associate, available-
for-sale financial assets and other corporate
assets. Segment liabilities include all liabilities with
the exception of convertible notes, deferred tax
liabilities and other corporate liabilities.

Segment assets are all operating assets that are
employed by a segment in its operating activities
and that either directly attributable to the segment
or can be allocated to the segment on a reasonable
basis. In addition, corporate assets which are not
directly attributable to the business activities of any
operating segment are not allocated to a segment,
which primarily applies to the Group’s headquarter.

Segment liabilities are all operating liabilities
that are employed by a segment in its operating
activities and that either directly attributable to
the segment or can be allocated to the segment
on a reasonable basis. In addition, corporate
liabilities which are not directly attributable to the
business activities of any operating segment are
not allocated to a segment, which primarily applies
to the Group’s headquarter.
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2.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(For the year ended 31 December 2016)

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (continued)

2.22

2.23

Borrowing costs

Borrowing costs incurred for the acquisition,
construction or production of any qualifying asset
are capitalised during the period of time that is
required to complete and prepare the asset for its
intended use. A qualifying asset is an asset which
necessarily takes a substantial period of time to get
ready for its intended use or sale. Other borrowing
costs are expensed when incurred.

Borrowing costs are capitalised as part of the
cost of a qualifying asset when expenditure for
the asset is being incurred, borrowing costs are
being incurred and activities that are necessary
to prepare the asset for its intended use or sale
are being undertaken. Capitalisation of borrowing
costs ceases when substantially all the activities
necessary to prepare the qualifying asset for its
intended use or sale are complete.

Non-current assets held for sale

A non-current asset (or disposal group) is classified
as held for sale if it is highly probable that its
carrying amount will be recovered through a sale
transaction rather than through continuing use and
the asset (or disposal group) is available for sale in
its present condition. A disposal group is a group
of assets to be disposal of together as a group in a
single transaction, and liabilities directly associated
with those assets that will be transferred in the
transaction.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
E B RARME

(For the year ended 31 December 2016) (EtZ2=—F—NF+-A=1—HILFE)

2. SUMMARY OF SIGNIFICANT 2. XESTHRBE @)

ACCOUNTING POLICIES (continued)

2.23 Non-current assets held for sale (continued) 2.23 FHEHEZIRBEE (&)
Immediately before classification as held for sale, BEERSEABIELSH  ERD
the measurement of the non-current assets (and all BENMEEARRNZAERB Y EE
individual assets and liabilities in a disposal group) FEBERSBRIREEHBRE
is brought up-to-date in accordance with the FETE - B2 RUIL DB R
accounting policies before the classification. Then EREBEZEER FRDEE
on initial classification as held for sale and until g EARRAREEEATE
disposal, the non-current assets, or the disposal MEERAZRIEERER - WE
group, are recognised at the lower of their carrying M BIERIELE - TEEE
amount and fair value less costs to sell. Investment KPR R 2FT I IR BT 2 o

properties, even if held for sale, would continue to
be measured in accordance with the policies set
out elsewhere in note 2.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e R AR M R

(For the year ended 31 December 2016) (2= —NF+=A=+—HILFZE)

ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS

In the current year, the Group has applied, for the first
time, the following amendments to HKFRSs issued by the
HKICPA:

Amendments to HKAS 1 Disclosure Initiative
Amendments to

HKFRS 10, HKFRS 12
and HKAS 28

Investment Entities: Applying the
Consolidation Exception

HKFRS 14 Regulatory Deferred Accounts

Amendments to Accounting for Acquisitions of
HKFRS 11 Interests in Joint Operations

Amendments to Clarification of Acceptable Methods
HKAS 16 and HKAS 38 of Depreciation and Amortisation

Amendments to
HKAS 16 and HKAS 41

Agriculture: Bearer Plants

Amendments to Annual Improvements 2012-2014
HKFRSs cycle

The application of these amendments has had no material
impact on the disclosures in the Group’s consolidated
financial statements.

The Group has not early adopted the following new and
revised standards, amendments or interpretation that have
been issued but are not yet effective.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e IR R AR M R

(For the year ended 31 December 2016) (EtZ2=—F—NF+-A=1—HILFE)

3. ADOPTION OF NEW AND REVISED 3.

HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

HKFRS 9 Financial Instruments’

HKFRS 15 Revenue from Contracts with
Customers and related
Amendments'

HKFRS 16 Leases?

Amendments to Sales or Contributions of Assets
HKFRS 10 and

HKAS 28

between an Investor and
its Associate or Joint Venture®

Amendments to HKAS 7 Disclosure initiative*

Amendments to HKAS 12 Recognition of Deferred Tax Assets
for Unrealised Losses*

1 Effective for annual periods beginning on or after 1
January 2018

2 Effective for annual periods beginning on or after 1
January 2019

3 Effective for annual periods beginning on or after a date
to be determined

4 Effective for annual periods beginning on or after 1
January 2017
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e R AR M R

(For the year ended 31 December 2016) (B2 =F—NF+=A=1+—HILFE)

ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

HKFRS 9 Financial Instruments

HKFRS 9 introduces new requirements for the
classification and measurement of financial assets,
financial liabilities, general hedge accounting and
impairment requirements for financial assets.

Key requirements of HKFRS 9 which are relevant to the
Group are:

° All recognised financial assets that are within
the scope of HKFRS 9 are required to be
subsequently measured at amortised cost or fair
value. Specifically, debt investments that are held
within a business model whose objective is to
collect the contractual cash flows, and that have
contractual cash flows that are solely payments of
principal and interest on the principal outstanding
are generally measured at amortised cost at the
end of subsequent accounting periods. Debt
instruments that are held within a business model
whose objective is achieved both by collecting
contractual cash flows and selling financial assets,
and that have contractual terms that give rise
on specified dates to cash flows that are solely
payments of principal and interest on the principal
amount outstanding, are generally measured at
fair value through other comprehensive income
(“FVTOCI”). All other debt investments and equity
investments are measured at their fair value at the
end of subsequent accounting periods. In addition,
under HKFRS 9, entities may make an irrevocable
election to present subsequent changes in the fair
value of an equity investment (that is not held for
trading) in other comprehensive income, with only
dividend income generally recognised in profit or
loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
E B RARME

(For the year ended 31 December 2016) (EtZ2=—F—NF+-A=1—HILFE)

3. ADOPTION OF NEW AND REVISED 3. BRHAFITIRLIEITEBMER
HONG KONG FINANCIAL REPORTING £ZA (®)

STANDARDS (continued)
HKFRS 9 Financial Instruments (continued)

With regard to the measurement of financial
liabilities designated as at fair value through profit
or loss, HKFRS 9 requires that the amount of
change in the fair value of the financial liability
that is attributable to changes in the credit risk of
that liability is presented in other comprehensive
income, unless the recognition of the effects
of changes in the liability’s credit risk in other
comprehensive income would create or enlarge an
accounting mismatch in profit or loss. Changes in
fair value attributable to a financial liability’s credit
risk are not subsequently reclassified to profit or
loss. Under HKAS 39, the entire amount of the
change in the fair value of the financial liability
designated as fair value through profit or loss is
presented in profit or loss.

In relation to the impairment of financial assets,
HKFRS 9 requires an expected credit loss model,
as opposed to an incurred credit loss model under
HKAS 39. The expected credit loss model requires
an entity to account for expected credit losses and
changes in those expected credit losses at each
reporting date to reflect changes in credit risk since
initial recognition. In other words, it is no longer
necessary for a credit event to have occurred
before credit losses are recognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e R AR M R

(For the year ended 31 December 2016) (2= —NF+=A=+—HILFZE)

ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

HKFRS 9 Financial Instruments (continued)

Based on the Group’s financial instruments and risk
management policies as at 31 December 2016,
application of HKFRS 9 in the future may have a material
impact on the classification and measurement of the
Group’s financial assets. The Group’s available-for-sale
investments, including those currently stated at cost
less impairment, will either be measured as fair value
through profit or loss or be designated as FVTOCI (subject
to fulfillment of the designation criteria). In addition,
the expected credit loss model may result in earlier
recognition of credit losses.

However, it is not practicable to provide a reasonable
estimate of the effect of HKFRS 9 until the Group
performs a detailed review.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
E B RARME

A N =

(For the year ended 31 December 2016) (EtZ2=—F—NF+-A=1—HILFE)

3.

K b

ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

HKFRS 15 Revenue from Contracts with
Customers

HKFRS 15 establishes a new five-step model to account
for revenue arising from contracts with customers. Under
HKFRS 15, revenue is recognised at an amount that
reflects the consideration to which an entity expects to be
entitled in exchange for transferring goods or services to
a customer.

The principles in HKFRS 15 provide a more structured
approach for measuring and recognising revenue.
The standard also introduces extensive qualitative
and quantitative disclosure requirements, including
disaggregation of total revenue, information about
performance obligations, changes in contract asset
and liability account balances between periods and key
judgements and estimates. The standard will supersede all
current revenue recognition requirements under HKFRSs.
In June 2016, the HKICPA issued amendments to HKFRS
15 to address the implementation issues on identifying
performance obligations, application guidance on principal
versus agent and licences of intellectual property, and
transition. The amendments are also intended to help
ensure a more consistent application when entities
adopt HKFRS 15 and decrease the cost and complexity
of applying the standard. The Group expects to adopt
HKFRS 15 on 1 January 2018 and is currently assessing
the impact of HKFRS 15 upon adoption.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e R AR M R

(For the year ended 31 December 2016) (B2 =F—NF+=A=1+—HILFE)

ADOPTION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (continued)

HKFRS 16 Leases

HKFRS 16 replaces HKAS 17 Leases, HK(IFRIC)-Int 4
Determining whether an Arrangement contains a Lease,
HK(SIC)-Int 15 Operating Leases — Incentives and
HK(SIC)-Int 27 Evaluating the Substance of Transactions
Involving the Legal Form of a Lease. The standard sets
out the principles for the recognition, measurement,
presentation and disclosure of leases and requires
lessees to recognise assets and liabilities for most leases.
The standard includes two recognition exemptions for
lessees — leases of low-value assets and short-term
leases. At the commencement date of a lease, a lessee
will recognise a liability to make lease payments (i.e., the
lease liability) and an asset representing the right to use
the underlying asset during the lease term (i.e., the right-
of-use asset). The right-of-use asset is subsequently
measured at cost less accumulated depreciation and any
impairment losses unless the right-of-use asset meets the
definition of investment property in HKAS 40. The lease
liability is subsequently increased to reflect the interest
on the lease liability and reduced for the lease payments.
Lessees will be required to separately recognise the
interest expense on the lease liability and the depreciation
expense on the right-of-use asset. Lessees will also
be required to remeasure the lease liability upon the
occurrence of certain events, such as change in the lease
term and change in future lease payments resulting from
a change in an index or rate used to determine those
payments. Lessees will generally recognise the amount of
the remeasurement of the lease liability as an adjustment
to the right-of-use asset. Lessor accounting under HKFRS
16 is substantially unchanged from the accounting under
HKAS 17. Lessors will continue to classify all leases
using the same classification principle as in HKAS 17 and
distinguish between operating leases and finance leases.
The Group expects to adopt HKFRS 16 on 1 January
2019 and is currently assessing the impact of HKFRS 16
upon adoption.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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(For the year end