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Directors’ Profile

Mr. Lo Yuk Sui, aged 72, Chairman and Chief Executive Officer — Appointed to the Board as an Executive Director in
2013. Mr. Lo also acts as the Chairman and the Chief Executive Officer of the Company since 2013. Mr. Lo has been the
managing director and chairman of the respective predecessor listed companies of Century City International Holdings
Limited (“CCIHL") (the ultimate listed holding company of the Company), Paliburg Holdings Limited (“PHL") (the immediate
listed holding company of the Company) and Regal Hotels International Holdings Limited (“RHIHL") (a listed subsidiary of
CCIHL and PHL and a listed fellow subsidiary of the Company) since 1980s. He is also an executive director, the chairman
and the chief executive officer of CCIHL, PHL and RHIHL and a non-executive director and the chairman of Regal Portfolio
Management Limited (“RPML"), the manager of Regal Real Estate Investment Trust (the listed subsidiary of RHIHL). Mr. Lo
is a qualified architect. In his capacity as the Chief Executive Officer, Mr. Lo oversees the overall policy and decision making
of the Group. Mr. Lo is the father of Mr. Jimmy Lo Chun To and Miss Lo Po Man.

Mr. Jimmy Lo Chun To, aged 43, Vice Chairman and Managing Director — Appointed to the Board as an Executive
Director in 2013. Mr. Jimmy Lo also acts as a Vice Chairman and the Managing Director of the Company since 2013. He
is also an executive director and a vice chairman of CCIHL, an executive director, the vice chairman and the managing
director of PHL, an executive director of RHIHL and a non-executive director of RPML. Mr. Jimmy Lo graduated from Cornell
University, New York, the United States, with a Degree in Architecture. He joined the Century City Group in 1998. Mr.
Jimmy Lo is primarily involved in overseeing the property projects of the Group in the People’s Republic of China (“PRC")
and, in addition, undertakes responsibilities in the business development of the Century City Group. He is the son of Mr.
Lo Yuk Sui and the brother of Miss Lo Po Man.

Miss Lo Po Man, aged 37; Vice Chairman and Executive Director — Appointed to the Board as an Executive Director
in 2013. Miss Lo also acts as a Vice Chairman of the Company since 2013. She is also an executive director and a vice
chairman of CCIHL, an executive director of PHL, an executive director, a vice chairman and the managing director of
RHIHL, and a non-executive director and the vice chairman of RPML. Miss Lo graduated from Duke University, North
Carolina, the United States, with a Bachelor’'s Degree in Psychology. Miss Lo joined the RHIHL Group in 2000 and is an
experienced executive in sales and marketing and corporate management. She oversees the sales and marketing function

of the RHIHL Group and also undertakes responsibilities in the business development of the Century City Group. Miss Lo is
also an independent non-executive director of Meitu, Inc., a company listed on The Stock Exchange of Hong Kong Limited

(the “Stock Exchange”). Miss Lo is the daughter of Mr. Lo Yuk Sui and the sister of Mr. Jimmy Lo Chun To.

Mr. Kenneth Wong Po Man, aged 51, Executive Director and Chief Operating Officer — Appointed to the Board in
2010 as a Non-Executive Director and re-designated as an Executive Director and the Chief Operating Officer in 2013. Mr.
Wong is also an executive director of PHL. He is a qualified architect. Mr. Wong graduated from The University of Hong
Kong with a Bachelor of Arts Degree in Architectural Studies and a Bachelor's Degree of Architecture. He also holds a
Master of Science Degree in Real Estates from The University of Hong Kong. Mr. Wong has over 26 years of experience in
architectural design and project management in respect of property development projects. He is also a Technical Director
of an engineering company which is registered under the Buildings Ordinance of Hong Kong.
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Directors’ Profile (contq)

Mr. Kelvin Leung So Po, aged 44, Executive Director and Chief Financial Officer — Appointed to the Board in 2008 as
a Non-Executive Director and re-designated as an Executive Director and the Chief Financial Officer in 2013. Mr. Leung is
also an executive director of CCIHL. He has been with the Century City Group since 1997 and is involved in the corporate
finance function as well as in the China business division of the Century City Group. Mr. Leung holds a Bachelor’s Degree
in Business Administration and a Master of Laws Degree in Chinese Business Law both from The Chinese University of
Hong Kong. He is a member of the American Institute of Certified Public Accountants. He has over 21 years of experience
in accounting and corporate finance field.

Mr. Kenneth Ng Kwai Kai, aged 62; Executive Director — Appointed to the Board in 2008 as a Non-Executive Director
and re-designated as an Executive Director in 2013. Mr. Ng is also an executive director and the chief operating officer
of CCIHL, an executive director of PHL and RHIHL, and a non-executive director of RPML. He is in charge of the corporate
finance, company secretarial and administrative functions of the Century City Group. Mr. Ng is a Chartered Secretary.

Mr. Francis Bong Shu Ying, OBE, JP, aged 75; Non-Executive Director — Appointed to the Board in 2006. Mr. Francis
Bong was a director of AECOM Technology Corporation, a company incorporated in the United States and listed on the
New York Stock Exchange. Mr. Francis Bong holds a Bachelor's Degree of Science in Engineering from The University
of Hong Kong and is a former Chairman of the Hong Kong University Engineering Advisory Committee. He is a former
president of the Hong Kong Institution of Engineers, a former president of the Hong Kong Academy of Engineering
Sciences and a fellow member of the Institution of Civil Engineers and The Institution of Structural Engineers in the United
Kingdom. Mr. Francis Bong is also an independent non-executive director of China Merchants Port Holdings Company
Limited, a company listed on the main board of the Stock Exchange.

Ms. Alice Kan Lai Kuen, aged 62; Independent Non-Executive Director — Invited to the Board as an Independent Non-
Executive Director in 2013. Ms. Kan is also an independent non-executive director of RHIHL. Ms. Kan is a shareholder and
the managing director of Asia Investment Management Limited providing corporate advisory and investment management
services. She is a licensed investment adviser under the Securities and Futures Ordinance of Hong Kong and a responsible
officer of Asia Investment Management Limited. She has over 20 years of experience in corporate finance and is well
experienced in both the equity and debt markets. She held various senior positions in international and local banks and
financial institutions. Ms. Kan is a fellow member of The Association of Chartered Certified Accountants, a fellow member
of the CPA Australia and an associate member of the Hong Kong Institute of Certified Public Accountants. She is a fellow
member of the Hong Kong Institute of Directors. Ms. Kan is also an independent non-executive director of China Energine
International (Holdings) Limited, Shimao Property Holdings Limited and Shougang Concord International Enterprises
Company Limited, all of which are companies listed on the Stock Exchange, and an independent director of AVIC
International Maritime Holdings Limited, a company listed on the Catalist board of Singapore Exchange Securities Trading
Limited.
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Directors’ Profile (conta)

Mr. Lee Choy Sang, aged 80; Independent Non-Executive Director — Invited to the Board as an Independent Non-
Executive Director in 2006. Mr. Lee has been involved in the construction industry for over 40 years. He obtained his
Bachelor of Architecture Degree in The University of Hong Kong. Mr. Lee was a member of the Royal Institute of British
Architects, the Royal Australian Institute of Architects and the Hong Kong Institute of Architects. He was also a registered
architect in Hong Kong. He is a member of the Hong Kong Housing Society. Mr. Lee is currently a director of Silver Force
(Consultants) Limited and Brilliant Force International China Heating Supply Holdings Company Limited, and is in charge
of various projects in respect of the provision of services relating to energy supply and management in different regions,
including Hong Kong and the PRC.

Mr. David Li Ka Fai, aged 62; Independent Non-Executive Director — Invited to the Board as an Independent Non-
Executive Director in 2006. Mr. Li is currently the deputy managing partner of Li, Tang, Chen & Co. CPA (Practising).
He is also a fellow of the Hong Kong Institute of Certified Public Accountants, The Association of Chartered Certified
Accountants, UK, The Institute of Chartered Secretaries and Administrators, UK as well as The Institute of Chartered
Accountants in England and Wales. He is an independent non-executive director, the chairman of the audit committee and
a member of the remuneration committee and the nomination committee of China-Hongkong Photo Products Holdings
Limited and Goldlion Holdings Limited, an independent non-executive director, a member of the audit committee, the
chairman of the remuneration committee and a member of the nomination committee of China Merchants Port Holdings
Company Limited, an independent non-executive director, a member of the audit committee and the remuneration
committee of AVIC International Holding (HK) Limited, and an independent non-executive director and the chairman of the
audit committee of Shanghai Industrial Urban Development Group Limited and Wai Yuen Tong Medicine Holdings Limited,
all of which companies are listed on the main board of the Stock Exchange.

Hon Abraham Shek Lai Him, GBS, JP, aged 71, Independent Non-Executive Director — Invited to the Board as
Independent Non-Executive Director in 2013. Mr. Shek is also an independent non-executive director of PHL and RPML.
Mr. Shek holds a Bachelor’s Degree of Arts. He is currently a member of the Legislative Council of the Hong Kong Special
Administrative Region. He is also a member of the Advisory Committee on Corruption of the Independent Commission
Against Corruption of Hong Kong, a member of the Court of The Hong Kong University of Science and Technology,
a member of both of the Court and the Council of The University of Hong Kong and a non-executive director of the
Mandatory Provident Fund Schemes Authority. Mr. Shek is the chairman and an independent non-executive director of
Chuang’s China Investments Limited, the vice chairman, an independent non-executive director and a member of the audit
committee of ITC Properties Group Limited, an independent non-executive director and a member of the audit committee
of China Resources Cement Holdings Limited, Chuang's Consortium International Limited, Country Garden Holdings
Company Limited, Lifestyle International Holdings Limited, Midas International Holdings Limited, NWS Holdings Limited
and SJM Holdings Limited, and an independent non-executive director of Goldin Financial Holdings Limited, Hop Hing
Group Holdings Limited, Lai Fung Holdings Limited and MTR Corporation Limited, all of which companies are listed on the
Stock Exchange. He is also an independent non-executive director and a member of the audit committee of Eagle Asset
Management (CP) Limited, the manager of Champion Real Estate Investment Trust (which is listed on the Stock Exchange).
Mr. Shek lately resigned as an independent non-executive director of ITC Corporation Limited, a company listed on the
Stock Exchange, with effect immediately after 4:00 p.m. on 28th March, 2017.
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Chairman’s Statement

Dear shareholders,

I am pleased to present the Annual Report of the Company for the year ended 31st December, 2016.

For the year ended 31st December, 2016, the Company recorded a consolidated loss attributable to shareholders of
HK$115.3 million, as compared to a loss of HK$344.9 million for the year 2015. The loss incurred for the year was mainly
attributable to the interest expenses on the consideration payable related to the Group’s acquisition of the development
project in Chengdu and the loan facilities that have been drawn to repay such consideration payable (as detailed below) as
well as the interest expenses on the outstanding convertible bonds issued by the Group.

For the year under review, the Group recorded a fair value gain of HK$49.0 million attributable to the change in the fair
value of the subscription options to subscribe for the optional convertible bonds, which were granted in August 2014
in conjunction with the issue of the convertible bonds originally due 2017, between the last balance sheet date of 31st
December, 2015 and the dates when the subscription options were ultimately exercised in 2016, while for the preceding
financial year, a fair value loss of HK$146.4 million was incurred in respect of such fair value change.
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Chairman’s Statement (contq)

As reported in the Interim Report 2016, the Group entered into conditional agreements with certain subsidiaries of
Regal Hotels International Holdings Limited, a fellow listed subsidiary of the Company, and P&R Holdings Limited, an
intermediate holding company of the Company, respectively, in August 2016. Pursuant to those conditional agreements,
a series of transactions were proposed, which involved, among others, the granting of term and revolving loan facilities by
the Regal group, the undertaking by the P&R Holdings group to exercise the options to subscribe in full for the optional
convertible bonds, the extension of the maturity date of the convertible bonds and the optional convertible bonds and the
repayment of the consideration payables owing to the Regal group and the P&R Holdings group. The primary objective of
those proposed transactions was to restructure the financial position of the Group, effectively to align the repayment dates
of the Group's indebtedness with the expected completion schedules of the two major development projects in Tianjin and
Chengdu. More details about the various transactions involved were contained in the circular of the Company dated 23rd
September, 2016 sent to shareholders.

Following the relevant approvals obtained from the independent shareholders of the Company at an extraordinary general
meeting held on 11th October, 2016, all the conditions precedent under the various conditional agreements have been
fulfilled. Consequently, on 12th October, 2016, the entire amount of the loan facilities granted by the Regal group in the
total sum of HK$1,850 million was drawn down and, on the same date, the P&R Holdings group exercised the option to
subscribe for the optional convertible bonds with a principal amount of HK$330 million, and the proceeds thereof have
been utilised to fully settle the outstanding consideration payables owing to the Regal group and the P&R Holdings group,
respectively. In accordance with the terms of its undertaking, P&R Holdings group has further exercised the remaining
outstanding option to subscribe for the optional convertible bonds in a principal amount of HK$170 million before the year
end date in 2016.

The core businesses of the Group principally comprise the two composite property development projects being undertaken
in Tianjin and in Chengdu, Sichuan Province.

For the year under review, the gross domestic product of Mainland China moderated to 6.7% but remained the highest
among major economies. Under a market environment with affluent liquidity and relatively accommodative fiscal policies,
the property market in Mainland China in the first half of 2016 as a whole was buoyant. Property prices and transaction
volume in the first line cities reached new highs, with the market momentum spreading gradually to the peripheral
second and third line cities. In around October 2016, in an aim to restrain speculative investment activities, the municipal
governments in various primary cities consecutively introduced a new set of policies to manage the overly heated market
expectations by restricting purchases, increasing the level of down payments on the purchase of non-first residential units
and enhancing the supply of development lands. As a result, the trend of rising property prices generally slowed down and
the transaction volume gradually declined.

Since the last report in August in the 2016 Interim Report, the Group has launched the unit presales of the remaining
residential tower, certain part of the commercial areas and car parking spaces in the Tianjin development project. Up to
date, the Tianjin development project has secured total contracted sales of approximately RMB1,381 million (equivalent to
approximately HK$1,562 million).

As regarding the composite development project in Chengdu, the Group has also launched in tranches since September
2016 the presale of the units in four other residential towers within the second stage of the development and response
was favourable. Up to date, a total of 850 residential units have been contracted to be sold, securing aggregate sales
proceeds of approximately RMB528 million (equivalent to approximately HK$597 million).
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Chairman’s Statement (contq)

In accordance with the current accounting standards, profits from the presale of development properties in China will only
be recognised after completion of the construction works and the handover of the properties to the purchasers. Barring
any delays that may be caused by factors beyond the Group's control, the units in the two development projects that have
been presold are scheduled to be completed before the end of this year. Accordingly, it is anticipated that, based on the
present construction programmes, a major portion of the profits to be derived from the units presales already secured will
be accounted for in the financial year ending 31st December, 2017.

Further detailed information on the two development projects in Tianjin and Chengdu, the re-forestation and land grant
project in Urumgi, Xinjiang as well as the licensed logistics business in Shanghai which is 60% owned by the Group is
contained in the section headed “Management Discussion and Analysis” in this Annual Report.

The real estate market in Mainland China is expected to further consolidate in the short term but as the overall economy
further stabilises, the market should continue to thrive. The Group’s two development projects in Tianjin and Chengdu are
making good progress and will contribute substantial cash flow and revenue to the Group on a gradual basis when they
are completed in stages over the next few years.

The Board of Directors of the Company expresses grave sorrow for the passing away of Mr. Daniel BONG Shu Yin, who
was an Executive Director of the Company, in February 2017. Mr. Daniel Bong served as a member of the Board since
2006 and had made invaluable contribution to the Group.

Taking this opportunity, | would also like to thank my fellow Directors for their advice and support and all management
and staff members for their hard work over the past year.

LO YUK SUI

Chairman

Hong Kong
27th March, 2017
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Regal Cosmopolitan City, a composite hotel/commercial/office/serviced apartments/residential development in
Xindu District, Chengdu, Sichuan (*)

Lobby in Regal Xindu Hotel, a hotel within
Regal Cosmopolitan City (¥)

* Artist impression
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Residential towers in stage three of Regal Cosmopolitan City (*

Kindergarten of the residential portion of stage three of

Regal Cosmopolitan City (¥)

Residential towers in stage three of

Regal Cosmopolitan City (¥)

* Artist impression
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Regal Sky Walk, a shopping street in
Regal Renaissance (*)

Residential and commercial portions
of Regal Renaissance (*)
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Management Discussion and Analysis

The Group is principally engaged in property development and investment, investment in financial assets, logistics
operations and other investments.

The performance of the Group's property and other investment businesses during the year under review, their operating
performance and future prospects are contained in the preceding Chairman’s Statement and in this section.

The Group has no immediate plans for material investments or capital assets, other than those as disclosed in the section
headed “Business Overview"” in the preceding Chairman’s Statement and in this section.

A brief review on the property projects and logistics business currently undertaken by the Group in the People’s Republic
of China (the “PRC") is set out below.

Property Development

Chengdu Project - Regal Cosmopolitan City

Located in the Xindu District in Chengdu, Sichuan Province, the project is a mixed use development consisting of
hotel, commercial, office, serviced apartments and residential components, with an overall total gross floor area of
approximately 497,000 square metres (5,350,000 square feet). The first stage of the development includes a hotel with
about 311 hotel rooms and extensive facilities, three residential towers with 339 residential units, car parking spaces
and ancillary commercial accommodation. The business remodeling works of the hotel have been completed and the
interior design works are in progress accordingly. The hotel is scheduled to open in phases from 2018. The second stage
of the development comprises six residential towers with 957 units, the superstructure works for which have also been
completed. The completion of the residential towers in both the first and second stages of the development is expected to
be in the latter part of 2017. Following the presale of a total of 362 units in three residential towers in the first and second
stages which commenced from April 2016, the presale of the units in four other residential towers within the second stage
of the development has been launched in tranches since September 2016 and response was favourable. Up to date, a total
of 850 residential units have been contracted to be sold, securing aggregate sales proceeds of approximately RMB528
million (equivalent to approximately HK$597 million). Presale of the two remaining residential towers is planned to be
launched later this year. The other components within the development, comprising commercial and office space, serviced
apartments and additional residential units, will continue to be developed in stages.

Tianjin Project — Regal Renaissance

Located in the Hedong District in Tianjin, this project entails a development site with total site area of about 31,700 square
metres (341,000 square feet), which is planned for a mixed use development comprising commercial, office and residential
components with total gross floor area of about 145,000 square metres (1,561,000 square feet). While the superstructure
works of the four residential towers and the commercial complex have been completed, the superstructure works of the
two office towers are in progress. The Group has further launched the unit presales of the remaining residential tower
in the 4th quarter of 2016. Up to date, 443 residential units have been sold, realising contracted sales of approximately
RMB1,319 million (equivalent to approximately HK$1,492 million). The presale of the commercial complex, comprising
mainly shops of about 19,000 square metres (205,000 square feet), and 530 residential car parking spaces commenced in
August 2016, and there have been contracted sales of approximately RMB62 million (equivalent to approximately HK$70
million). Under the present construction programme, the residential towers, the commercial complex and the residential
car parking spaces are scheduled to be completed before the end of 2017 and the other components will follow to be
completed in stages.
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Management Discussion and Analysis (contd)

Xinjiang Project

This is a re-forestation and land grant project for a land parcel with site area of about 7,600 mu in accordance with the
relevant laws and policies in Urumgi, Xinjiang Uygur Autonomous Region. The Group has re-forested an aggregate area
of about 4,300 mu within the project site and in accordance with the relevant government policies of Urumgji, a parcel of
land with an area of about 1,843 mu (equivalent to approximately 1,228,700 square metres) within the project site will be
available for real estate development after the requisite inspection, land grant listing and tender procedures are completed.

The Group has completed the re-organisation of the local management team and will soon initiate measures to settle the
land disputes with the surrounding villagers, with an aim to resume the possession of certain parcels of land within the
project site being illegally occupied. Based on the legal advice obtained, the legitimate interests of the Group in this re-
forestation and land grant contract remain valid and effective. The Group is planning to have the required remedial re-
forestation works carried out as soon as practicable, such that the inspection and measurement of the reforested area by
the relevant government authorities can be resumed and the final procedures leading to the land grant listing and tender
of the development land may be concluded.

Logistics Business

Shanghai Logistics Project

With the aim of diversifying and broadening its business portfolio through the expansion and development of the
logistics business and capitalising on the increasing demands for logistics services market by e-commerce merchants in
Mainland China, the Group entered into certain agreements to acquire an effective 60% interest in a group of companies
(the “Logistics Group”) operating logistics and related businesses in the PRC, details of which were disclosed in the
announcements of the Company dated 13th January, 2016, 11th March, 2016, 12th April, 2016 and 29th April, 2016. The
Group completed the acquisition on 31st May, 2016 and the Logistics Group has since become a subsidiary undertaking of
the Group. The Group recognised a gain on bargain purchase of HK$3.1 million upon the business combination during the
year, which is based on the fair value estimation of the considerations transferred and identifiable net assets acquired.

One of the companies within the Logistics Group is a licensed courier services provider in the PRC. It has leased certain
industrial premises with an aggregate lettable area of about 40,000 square metres (431,000 square feet) in Pudong,
Shanghai, the PRC (the “Leased Property”) from an affiliated company of the ultimate shareholder holding the remaining
40% interest in the Logistics Group to operate the logistics and related businesses. The ultimate 40% shareholder of the
Logistics Group has also through his wholly owned subsidiary entered into a consultancy agreement with the Logistics
Group to procure the development and expansion of the logistics businesses with an additional business operating area of
120,000 square metres (1,292,000 square feet). The shareholders of the company owning the Leased Property (being the
ultimate 40% shareholder of the Logistics Group and his family member) have granted a purchase option to the Logistics
Group to acquire the aforesaid property holding company owning the Leased Property and its wholly owned subsidiary
which has a contractual right to acquire the land parcel adjacent to the Leased Property. Further details of the above-
mentioned acquisition, consultancy agreement, purchase option and other related transactions were disclosed in the
related announcements.

Annual Report 2016



Management Discussion and Analysis (contd)

Since the completion of the acquisition, the Logistics Group has performed profitably and steadily. As at 31st December,
2016, the occupancy rate of the Leased Property is about 76%, based on the area available for sub-letting of about 38,000
square metres (409,000 square feet), of which about 75% of the leased out areas are rented to e-commerce merchants
(who exclusively use the courier services provided by the Logistics Group) and the remaining areas rented to other tenants
with fixed-rate rentals. In light of the positive outlook of the e-commerce market in China and taking into account the
planned expansion of the logistics business, it is expected that the Logistics Group would generate satisfactory income to
the Group.

ASSETS VALUE

As at 31st December, 2016, the Group’s net assets attributable to equity holders of the parent amounted to HK$1,107.5
million, representing approximately HK$0.17 per share (including ordinary share and convertible preference share).

CAPITAL RESOURCES AND FUNDING

Funding and Treasury Policy

The Group adopts a prudent funding and treasury policy with regard to its overall business operations. Cash balances
are mostly placed on bank deposits, and treasury and yield enhancement products are deployed when circumstances are
considered to be appropriate.

The acquisition of the two ongoing development projects in the PRC in 2013 had been financed by the vendors by way
of deferred payment of the considerations payable for a period of 3 years, subject to the terms of the relevant sale and
purchase agreements. In August 2016, the Group entered into conditional agreements with the vendors primarily to (i)
refinance the consideration payables owing to one of the vendors by way of new 5-year loan facilities, and (ii) to repay the
consideration payable owing to the other vendor through its subscription of the optional convertible bonds to be issued
by the Group, with an objective to align their due dates with the latest progress and completion schedules of the two
development projects. In October 2016, all the conditions precedent under the various conditional agreements have been
fulfilled and the transactions contemplated were duly implemented.

Construction and related costs for the property projects for the time being are principally financed by internal resources
and proceeds from the presale of the units. Project financing may be arranged on appropriate terms to cover a portion of
the land cost and/or the construction cost, with the loan maturity matching with the estimated project completion date.

Cash Flows

Net cash flows generated from operating activities during the year under review amounted to HK$343.6 million (2015 -
net cash flows used in operating activities of HK$181.5 million). Net interest payment for the year amounted to HK$160.6
million (2015 — HK$153.1 million).
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Management Discussion and Analysis (contd)

Borrowings and Gearing

As at 31st December, 2016, the Group had cash and bank balances and deposits of HK$897.8 million (2015 - HK$397.4
million) and no bank borrowings (2015 - Nil).

In addition, as at 31st December, 2016, the Group also had other borrowings of HK$1,850.0 million from a fellow
subsidiary which were used, together with the proceeds from the issue of optional convertible bonds, in repayment of the
consideration payables for the acquisition of certain property development projects in 2013.

As at 31st December, 2016, the gearing ratio of the Group was 30.5% (2015 - 53.6%), representing the Group's
borrowings including convertible bonds, net of cash and bank balances and deposits of HK$1,848.2 million (2015 -
borrowings including convertible bonds and consideration payables for the acquisition of certain property development
projects, net of cash and bank balances and deposits of HK$2,951.7 million), as compared to the total assets of the Group
of HK$6,053.8 million (2015 - HK$5,510.0 million).

Details of the maturity profile of the borrowings of the Group as of 31st December, 2016 are shown in note 23 to the
financial statements.

Pledge of Assets

The Group's equity interests in the relevant holding companies of the Group's property development projects were pledged
to secure the other borrowings and the related interest payable in respect of a loan facility from a fellow subsidiary.

Capital Commitments

Details of the capital commitments of the Group as at 31st December, 2016 are shown in note 34 to the financial
statements.

Contingent Liabilities

Details of the contingent liabilities of the Group as at 31st December, 2016 are shown in note 35 to the financial
statements.

Share Capital and Convertible Bonds

During the year under review, there was no change in the share capital of the Company.

Details of the new convertible bonds issued by the Group during the year are shown in note 25 to the financial statements.

As previously reported, on 31st May, 2016, the Group completed the acquisition of a 60% effective interest in the
Logistics Group operating logistics and related businesses in the PRC. The investment in the Logistics Group and related
transactions under the relevant framework agreement dated 13th January, 2016 (as supplemented by the supplemental
framework agreement dated 12th April, 2016) constituted a discloseable transaction for the Company under the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited. Further details relating to the investment
of the Logistics Group are mentioned under the sub-section headed “Business Review” in this section and note 29(a) to
the financial statements.

Save as disclosed above, during the year under review, there were no other material acquisitions or disposals of subsidiaries
or associates of the Company.
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Management Discussion and Analysis (contd)

The Group employs approximately 100 staff in Hong Kong and the PRC. The Group’s management considers the overall
level of staffing employed and the remuneration cost incurred in connection with the Group’s operations to be compatible
with market norm.

Remuneration packages are generally structured by reference to market terms and individual merits. Salaries are normally
reviewed on an annual basis based on performance appraisals and other relevant factors. Staff benefits plans maintained
by the Group include a mandatory provident fund scheme as well as medical and life insurance for staff in Hong Kong, and
the social security fund and the housing provident fund for staff in the PRC.
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Report of the Directors

The Directors have pleasure in presenting their report together with the audited financial statements of the Company and
the its subsidiaries for the year ended 31st December, 2016.

The principal activity of the Company is that of a holding company. The principal activities of the subsidiaries are property
development and investment, investment in financial assets and other investments. During the year under review, the
Group commenced to carry on logistics operations in Shanghai, the People’s Republic of China. Save for this new business
activity, there have been no significant changes in the other activities during the year.

The turnover and contribution to trading results by each principal activity are set out in note 4 to the financial statements.

The results of the Group for the year ended 31st December, 2016 and the Group's financial position at that date are set
out in the financial statements on pages 40 to 114.

Further discussion and review on the business activities of the Group as required by Schedule 5 to the Companies
Ordinance (Cap. 622) of Hong Kong, including a description of the principal risks and uncertainties facing the Group,
material events that have occurred since the year end date and an indication of likely future development in the Group's
business are contained in the preceding Chairman’s Statement and Management Discussion and Analysis set out on pages
6 to 8 and pages 12 to 16, respectively, of this Annual Report. Those relevant contents form part of this Report of the
Directors. In addition, details of the Group's financial risk management are disclosed in note 38 to the financial statements.

In addition, relevant details of the Company’s environment policies and performance and key relationships with employees,
customers and suppliers will be reported in the Environmental, Social and Governance Report of the Company to be
published separately. The Directors were not aware of any non-compliance with the relevant laws and regulations that
have a significant impact on the Group during the year.

No interim dividend was paid to the holders of ordinary share during the year.

The Directors have resolved not to recommend the payment of a final dividend to the holders of ordinary shares for the
year ended 31st December, 2016 (2015 - Nil).

The 2017 Annual General Meeting of the Company will be convened to be held on Wednesday, 7th June, 2017. Relevant
notice of the Meeting will be contained in the circular of the Company relating to the re-election of Directors and the
general mandates to issue and repurchase ordinary shares (the “Circular”) to be sent to the shareholders, together with
this Annual Report.
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Report of the Directors (conta)

For the purpose of ascertaining shareholders’ entitlement to attend and vote at the 2017 Annual General Meeting, the
Register of Ordinary Shareholders of the Company will be closed from Friday, 2nd June, 2017 to Wednesday, 7th June,
2017, both days inclusive, during which period no transfers of ordinary shares will be effected. In order to be entitled to
attend and vote at the 2017 Annual General Meeting, all transfers of ordinary shares and/or conversions of the convertible
securities, duly accompanied by the relevant share certificates and/or the certificates of the convertible securities, together
with, where appropriate, the relevant conversion notices, must be lodged with the Company's share registrar in Hong
Kong, Computershare Hong Kong Investor Services Limited, no later than 4:30 p.m. on Thursday, 1st June, 2017.

The Directors of the Company are:

Mr. Lo Yuk Sui

Mr. Jimmy Lo Chun To
Miss Lo Po Man

Mr. Kenneth Wong Po Man
Mr. Kelvin Leung So Po

Mr. Kenneth Ng Kwai Kai
Mr. Francis Bong Shu Ying
Ms. Alice Kan Lai Kuen

Mr. Lee Choy Sang

Mr. David Li Ka Fai

Hon Abraham Shek Lai Him, GBS, JP

During the year, there have been no changes in the Directors of the Company.

Subsequent to the year end date, Mr. Daniel Bong Shu Yin passed away on 14th February, 2017.

In accordance with Article 116 of the Articles of Association of the Company, the following Directors will retire from office
by rotation at the 2017 Annual General Meeting:

(i) Mr. Lo Yuk Sui (Executive Director, Chairman and Chief Executive Officer);
(ii) Mr. Kenneth Wong Po Man (Executive Director and Chief Operating Officer);
(iii) Mr. Kelvin Leung So Po (Executive Director and Chief Financial Officer); and
(iv) Hon Abraham Shek Lai Him, GBS, JP (Independent Non-Executive Director).

All the above retiring Directors, being eligible, have offered themselves for re-election at the 2017 Annual General
Meeting. Details of these Directors, which are required to be disclosed pursuant to Rules 13.51(2) and 13.74 of the Rules
Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) (the “Listing
Rules”), will be set out in the Circular.

The Company has received from each of the four incumbent Independent Non-Executive Directors an annual confirmation
of independence as required under Rule 3.13 of the Listing Rules. The Company considers that all of these Independent
Non-Executive Directors are independent.
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Report of the Directors (conta)

Save as otherwise disclosed, none of the Directors of the Company nor a connected entity of the Directors had any
beneficial interests, whether direct or indirect, in any significant transactions, arrangements or contracts to which the
Company or any of its holding companies, subsidiaries or fellow subsidiaries was a party at the end of the reporting period
or at any time during the year.

None of the Directors had any service contract, which is not determinable by the employer within one year without
payment of compensation (other than statutory compensation), with the Company or any of its subsidiaries during the
year.

At no time during the year was the Company or any of its holding companies, subsidiaries or fellow subsidiaries a party
to any arrangement whose objects are to enable a Director to acquire benefits by means of the acquisition of shares in or
debentures of the Company or any other body corporate.

A permitted indemnity provision for the benefit of the Directors is currently in force and was in force throughout the year.
The Company has taken out and maintained directors’ liability insurance that provides appropriate cover for the Directors.
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Report of the Directors (conta)

As at 31st December, 2016, the interests and short positions of the Directors and chief executive of the Company in the
shares, underlying shares and debentures of the Company or any associated corporation (within the meaning of Part XV
of the Securities and Futures Ordinance (“SFO")) of the Company, which (a) are as recorded in the register required to be
kept under section 352 of the SFO; or (b) are as otherwise notified to the Company and the Stock Exchange pursuant to
the Model Code for Securities Transactions by Directors of Listed Issuers (the “Model Code”) as set out in Appendix 10 of

the Listing Rules, were as follows:

The Company/
Name of
associated Name of
corporation Director
1. The Company Mr. Lo Yuk Sui
Mr. Jimmy Lo
Chun To
Miss Lo Po Man
2. Century City Mr. Lo Yuk Sui
International
Holdings Limited ,
("CCIHL) Mr. Jimmy Lo
Chun To

Miss Lo Po Man

Mr. Kenneth Wong
Po Man

Class of
shares held

Ordinary
(i) (issued)

(i) (unissued)

Preference
(issued)

Ordinary
(issued)

Ordinary
(issued)

Ordinary
(issued)

Ordinary
(issued)

Ordinary
(issued)

Ordinary
(issued)

Personal
interests

2,269,101

1,380,000

110,667,396

251,735

112,298

200

Number of shares held

Corporate
interests

3,117,856,716
(Note e)

5,024,058,784
(Note f)

2,345,487,356
(Note f)

1,769,164,691
(Note a)

Family/Other
interests

Total:

380,683

Total
(Approximate
percentage
of the

issued shares
as at 31st
December,
2016)

3,117,856,716

5,024,058,784

8,141,915,500
(191.55%)

2,345,487,356
(99.98%)

2,269,101
(0.05%)

1,380,000
(0.03%)

1,880,212,770
(58.69%)

251,735
(0.008%)

112,298
(0.004%)

200
(0.000%)
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The Company/
Name of
associated
corporation

CCIHL

Paliburg Holdings
Limited
("PHL")

Regal Hotels
International
Holdings Limited
("RHIHL")

Regal Real Estate
Investment Trust
(“Regal REIT")

Name of
Director

Mr. Kelvin Leung
So Po

Mr. Lo Yuk Sui

Mr. Jimmy Lo
Chun To

Miss Lo Po Man

Mr. Kenneth Wong
Po Man

Mr. Kelvin Leung
So Po

Mr. Kenneth Ng
Kwai Kai

Mr. Lo Yuk Sui

Miss Lo Po Man

Mr. Kenneth Wong
Po Man

Mr. Kelvin Leung
So Po

Mr. Lo Yuk Sui

Class of
shares held

Ordinary
(issued)

Ordinary
(issued)

Ordinary
(issued)

Ordinary
(issued)

Ordinary
(issued)

Ordinary
(issued)

Ordinary
(issued)

Ordinary
(issued)

Ordinary
(issued)

Ordinary
(issued)

Ordinary
(issued)

Units
(issued)

Personal

interests

4,000

90,078,014

2,274,600

1,116,000

6,200

50,185

176,200

24,200

300,000

200

200

2,443,033,102

Report of the Directors (conta)

Number of shares held
Total
(Approximate
percentage
of the
issued shares
as at 31st
December,
2016)

Corporate
interests

Family/Other
interests

4,000
(0.000%)

740,860,803
(Note b)

15,000 830,953,817

(74.55%)

2,274,600
(0.20%)

1,116,000
(0.10%)

6,200
(0.001%)

50,185
(0.005%)

176,200
(0.02%)

622,739,261
(Note ¢)

260,700 623,024,161

(68.01%)

- 269,169
(Note d)

569,169
(0.06%)

- - 200
(0.000%)

- - 200
(0.000%)

2,443,033,102

(Note g) (74.99%)
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Report of the Directors (conta)

Notes:

(a)

(b)

The interests in 1,769,164,691 issued ordinary shares of CCIHL were held through companies wholly owned by Mr. Lo Yuk
Sui (“Mr. Lo").

The interests in 694,124,547 issued ordinary shares of PHL were held through companies wholly owned by CCIHL, in which
Mr. Lo held 58.67% shareholding interests.

The interests in 16,271,685 issued ordinary shares of PHL were held through corporations controlled by Mr. Lo as detailed
below:

Name of corporation Controlled by % of control
Wealth Master International Limited Mr. Lo 90.00
Select Wise Holdings Limited Wealth Master International Limited 100.00

The interests in 30,464,571 issued ordinary shares of PHL were held through corporations controlled by Mr. Lo as detailed
below:

Name of corporation Controlled by % of control
Wealth Master International Limited Mr. Lo 90.00
Select Wise Holdings Limited Wealth Master International Limited 100.00
Splendid All Holdings Limited Select Wise Holdings Limited 100.00

The interests in 421,400 issued ordinary shares of RHIHL were held through companies wholly owned by CCIHL, in which
Mr. Lo held 58.67% shareholding interests. The interests in 599,025,861 issued ordinary shares of RHIHL were held through
companies wholly owned by PHL, in which CCIHL held 62.28% shareholding interests. The interests in the other 23,292,000
issued ordinary shares of RHIHL were held through a wholly owned subsidiary of the Company, in which P&R Holdings
Limited (“P&R Holdings”) (which is owned as to 50% each by PHL and RHIHL through their respective wholly owned
subsidiaries) held 64.26% shareholding interests. PHL held 67.93% shareholding interests in RHIHL.

The interests in 269,169 issued ordinary shares of RHIHL were held by Miss Lo Po Man as the beneficiary of a trust.

The interests in 2,731,316,716 issued ordinary shares of the Company were held through wholly owned subsidiaries of
P&R Holdings, which is owned as to 50% each by PHL and RHIHL through their respective wholly owned subsidiaries. The
interests in the other 386,540,000 issued ordinary shares of the Company were held through wholly owned subsidiaries of
RHIHL. PHL, in which CCIHL held 62.28% shareholding interests, held 67.93% shareholding interests in RHIHL. Mr. Lo held
58.67% shareholding interests in CCIHL.

The interests in 5,024,058,784 unissued ordinary shares of the Company were held through wholly owned subsidiaries of
P&R Holdings, which is owned as to 50% each by PHL and RHIHL through their respective wholly owned subsidiaries. PHL,
in which CCIHL held 62.28% shareholding interests, held 67.93% shareholding interests in RHIHL. Mr. Lo held 58.67%
shareholding interests in CCIHL.

The interests in 2,345,487,356 unissued ordinary shares of the Company are derivative interests held through interests in

2,345,487,356 convertible preference shares of the Company, convertible into new ordinary shares of the Company on a
one to one basis (subject to adjustments in accordance with the terms of the convertible preference shares).
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Report of the Directors (conta)

The interests in 1,428,571,428 unissued ordinary shares of the Company are derivative interests held through interests in the
convertible bonds in the principal amount of HK$500,000,000 issued by a wholly owned subsidiary of the Company (the “"CB
Issuer”). The convertible bonds are convertible into new ordinary shares of the Company at a conversion price of HK$0.35
per ordinary share (subject to adjustments in accordance with the terms of the convertible bonds).

The interests in 1,250,000,000 unissued ordinary shares of the Company are derivative interests held through interests in the
convertible bonds in the principal amount of HK$500,000,000 issued by the CB Issuer. The convertible bonds are convertible
into new ordinary shares of the Company at a conversion price of HK$0.40 per ordinary share (subject to adjustments in
accordance with the terms of the convertible bonds).

()  The interests in 10,219,000 issued units of Regal REIT were held through a wholly owned subsidiary of the Company. The
interests in 2,429,394,739 issued units of Regal REIT were held through wholly owned subsidiaries of RHIHL. The interests
in 732,363 issued units of Regal REIT were held through wholly owned subsidiaries of PHL. The interests in 2,687,000
issued units of Regal REIT were held through wholly owned subsidiaries of CCIHL. The Company were held as to 64.26%
shareholding interests by P&R Holdings, which is owned as to 50% each by PHL and RHIHL through their respective wholly
owned subsidiaries. PHL, in which CCIHL held 62.28% shareholding interests, held 67.93% shareholding interests in RHIHL.
Mr. Lo held 58.67% shareholding interests in CCIHL.

Save as disclosed herein, as at 31st December, 2016, none of the Directors and chief executive of the Company had any
interests and short positions in the shares, underlying shares and debentures of the Company or any associated corporation
(within the meaning of Part XV of the SFO) of the Company, which (a) are required, pursuant to section 352 of the SFO,
to be entered in the register referred to therein; or (b) are required, pursuant to the Model Code to be notified to the
Company and the Stock Exchange.
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Report of the Directors (conta)

As at 31st December, 2016, so far as is known to the Directors and the chief executive of the Company, the following
substantial shareholders (not being a Director or chief executive of the Company) had an interest or short position in the
shares and underlying shares of the Company as recorded in the register required to be kept under section 336 of the SFO
or notified to the Company pursuant to the SFO:

Approximate

Total percentage of
Number of number of issued
underlying ordinary shares ordinary

Number of (unissued) (issued and shares as at
issued ordinary ordinary underlying 31st December,
Name of substantial shareholder shares held shares held (unissued)) held 2016
YSL International Holdings Limited 3,117,856,716  5,024,058,784  8,141,915,500 191.55%
("YSL Int'l") (Note i)
Grand Modern Investments Limited 3,117,856,716  5,024,058,784  8,141,915,500 191.55%
(“Grand Modern”) (Note ii)
CCIHL (Note iii) 3,117,856,716  5,024,058,784  8,141,915,500 191.55%
Century City BVI Holdings Limited (“CCBVI") 3,117,856,716  5,024,058,784  8,141,915,500 191.55%
(Note iv)
PHL (Note v) 3,117,856,716  5,024,058,784  8,141,915,500 191.55%
Paliburg Development BVI Holdings Limited 3,117,856,716  5,024,058,784  8,141,915,500 191.55%
(Note vi)
RHIHL (Note vii) 3,117,856,716  5,024,058,784  8,141,915,500 191.55%
Regal International (BVI) Holdings Limited 3,117,856,716  5,024,058,784  8,141,915,500 191.55%
(Note viii)
Capital Merit Investments Limited (Note vi) 2,731,316,716  5,024,058,784  7,555,375,500 182.46%
Regal Hotels Investments Limited (Note viii) 2,731,316,716  5,024,058,784  7,555,375,500 182.46%
P&R Holdings (Note ix) 2,731,316,716  5,024,058,784  7,555,375,500 182.46%
Interzone Investments Limited (Note x) - 1,428,571,428 1,428,571,428 33.61%
Alpha Advantage Investments Limited (Note x) - 1,250,000,000 1,250,000,000 29.41%
Valuegood International Limited (Note x) 953,625,000 179,031,239  1,132,656,239 26.65%
Lendas Investments Limited (Note x) 294,107,609 647,915,205 942,022,814 22.16%
Jumbo Pearl Investments Limited (Note X) 266,666,666 267,164,481 533,831,147 12.56%
Sun Joyous Investments Limited (Note x) 266,666,666 267,164,481 533,831,147 12.56%
Time Crest Investments Limited (Note x) 266,666,666 267,164,481 533,831,147 12.56%
Well Mount Investments Limited (Note x) 266,666,666 267,164,481 533,831,147 12.56%
Tenshine Limited (Note viii) 386,540,000 - 386,540,000 9.09%
Winart Investments Limited (Note x) 270,000,000 4,643,905 274,643,905 6.46%
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Report of the Directors (conta)

Notes:

(i) The interests in the ordinary shares of the Company held by YSL Int’l were included in the corporate interests of Mr. Lo Yuk Sui in
the ordinary shares of the Company as disclosed under the section headed “Directors’ Interests in Share Capital” above.

(i)~ Grand Modern is a wholly owned subsidiary of YSL Int'l and its interests in the ordinary shares of the Company were included in
the interests held by YSL Int'l.

(i) CCIHL is owned as to 50.89% by Grand Modern and its interests in the ordinary shares of the Company were included in the
interests held by Grand Modern.

(iv)  CCBVIis a wholly owned subsidiary of CCIHL and its interests in the ordinary shares of the Company were included in the interests
held by CCIHL.

(v)  PHL s a listed subsidiary of CCIHL, which held 62.28% shareholding interests in PHL, and PHL's interests in the ordinary shares of
the Company were included in the interests held by CCIHL.

(vi)  These companies are wholly owned subsidiaries of PHL and their interests in the ordinary shares of the Company were included in
the interests held by PHL.

(vii)  RHIHL is a listed subsidiary of PHL, which held 67.93% shareholding interests in RHIHL, and RHIHL's interests in the ordinary shares
of the Company were included in the interests held by PHL.

(viii)  These companies are wholly owned subsidiaries of RHIHL and their interests in the ordinary shares of the Company were included
in the interests held by RHIHL.

(ix)  P&R Holdings is owned as to 50% each by PHL and RHIHL, through their respective wholly owned subsidiaries, and P&R Holdings’
interests in the ordinary shares of the Company were included in the interests held by PHL and RHIHL.

(x)  These companies are wholly owned subsidiaries of P&R Holdings and their interests in the ordinary shares of the Company were
included in the interests held by P&R Holdings.

Save as disclosed herein, the Directors and the chief executive of the Company are not aware that there is any person (not
being a Director or chief executive of the Company) who, as at 31st December, 2016, had an interest or short position in
the shares and underlying shares of the Company which are recorded in the register required to be kept under section 336
of the SFO or notified to the Company pursuant to the SFO.

Details of directorships of the Company’s Directors in each of those companies which has an interest in the shares and
underlying shares of the Company as disclosed under the provisions of Divisions 2 and 3 of Part XV of the SFO are set out
as follows:

(1) Mr. Lo Yuk Sui is a director of YSL Int'l.
(2)  Mr. Lo Yuk Sui, Mr. Jimmy Lo Chun To and Miss Lo Po Man are directors of Grand Modern.

(3)  Mr. Lo Yuk Sui, Mr. Jimmy Lo Chun To, Miss Lo Po Man, Mr. Kelvin Leung So Po and Mr. Kenneth Ng Kwai Kai are
directors of CCIHL and CCBVI.

(4)  Mr. Lo Yuk Sui, Mr. Jimmy Lo Chun To, Miss Lo Po Man, Mr. Kenneth Wong Po Man, Mr. Kenneth Ng Kwai Kai and
Hon Abraham Shek Lai Him, GBS, JP are directors of PHL.
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Report of the Directors (conta)

(5)  Mr. Lo Yuk Sui, Mr. Jimmy Lo Chun To, Miss Lo Po Man, Mr. Kenneth Wong Po Man and Mr. Kenneth Ng Kwai
Kai are directors of the wholly owned subsidiaries of PHL which are substantial shareholders as named above, P&R
Holdings and the wholly owned subsidiaries of P&R Holdings which are substantial shareholders as named above.

(6) Mr. Lo Yuk Sui, Mr. Jimmy Lo Chun To, Miss Lo Po Man, Ms. Alice Kan Lai Kuen and Mr. Kenneth Ng Kwai Kai are
directors of RHIHL.

(7)  Mr. Lo Yuk Sui, Mr. Jimmy Lo Chun To, Miss Lo Po Man and Mr. Kenneth Ng Kwai Kai are directors of the wholly
owned subsidiaries of RHIHL which are substantial shareholders as named above.

The change in the information of the Directors of the Company, which is required to be disclosed pursuant to Rule
13.51B(1) of the Listing Rules, since the publication of the interim report of the Company for the six months ended 30th
June, 2016 is set out below:

Name of Director Details of changes
Executive Directors:

Mr. Lo Suk Sui . Entitled to an allocated monthly salary, based on services rendered to the
Group, in an amount of HK$80,000 commencing from January 2017.
(Notes (i) and (ii))

Mr. Jimmy Lo Chun To . Entitled to an allocated monthly salary, based on services rendered to the
Group, in an amount of HK$42,000 commencing from January 2017. (Note (i))

Miss Lo Po Man J Entitled to an allocated monthly salary, based on services rendered to the
Group, in an amount of HK$31,500 commencing from January 2017. (Note (i))

J Appointed as an independent non-executive director of Meitu, Inc. since its
listing on the Stock Exchange on 15th December, 2016.

Mr. Kenneth Wong Po Man . Entitled to an allocated monthly salary, based on services rendered to the
Group, in an amount of HK$37,000 commencing from January 2017. (Note (i))

Mr. Kelvin Leung So Po J Entitled to an allocated monthly salary, based on services rendered to the
Group, in an amount of HK$32,600 commencing from January 2017. (Note (i))

Mr. Kenneth Ng Kwai Kai J Entitled to an allocated monthly salary, based on services rendered to the
Group, in an amount of HK$35,250 commencing from January 2017. (Note (i))
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Independent Non-Executive Directors:

Ms. Alice Kan Lai Kuen

Hon Abraham Shek Lai Him,
GBS, JP

Notes:

Report of the Directors (conta)

Ceased to be a director and responsible officer of Asia Investment Research
Limited on 28th September, 2016 and a shareholder thereof on 26th October,
2016.

Appointed as a member of the Advisory Committee on Corruption of the
Independent Commission Against Corruption of Hong Kong with effect from
1st January, 2017.

Ceased to act as an independent non-executive director of TUS International
Limited, a company listed on the Stock Exchange, with effect from 6th January,
2017.

Appointed as an independent non-executive director of Goldin Financial
Holdings Limited, a company listed on the Stock Exchange, with effect from 9th
January, 2017.

(i) Each Executive Director is also entitled to a performance based discretionary bonus and other related employee benefits and
allowances for the executive role in the Group, and normal Director’s fee in the amount of HK$150,000 per annum (with effect
from 1st July, 2016) in acting as a Director of the Company. Details of the remuneration of the Executive Directors for the year
ended 31st December, 2016 are disclosed in note 8 to the financial statements.

(i)~ Mr. Lo Yuk Sui, who is also the chairman of the Nomination Committee and a member of the Remuneration Committee of the
Company, are entitled to normal fee of HK$50,000 per annum (with effect from 1st July, 2016) in acting as the chairman or a
member of each of such board committees.

(i) The Non-Executive Director and the Independent Non-Executive Directors are each entitled to normal Director’ s fee in the amount
of HK$150,000 per annum (with effect from 1st July, 2016) in acting as a Director of the Company. The Independent Non-
Executive Directors, who are also the chairman or members of the board committees of the Company, are each entitled to the
following normal fees with effect from 1st July, 2016:

Audit Committee
Nomination Committee
Remuneration Committee

Normal fee per annum

Chairman Member
HK$150,000 HK$100,000
HK$50,000 HK$50,000
HK$50,000 HK$50,000

Details of the remuneration of all Directors for the year ended 31st December, 2016 are disclosed in note 8 to the financial

statements.

Save as disclosed above, there is no other information required to be disclosed pursuant to Rule 13.51B(1) of the Listing
Rules. The updated biographical details of the Directors of the Company are set out in the preceding section headed

“Directors’ Profile”.
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Report of the Directors (conta)

FINANCIAL ASSISTANCE FROM THE RHIHL GROUP

On 4th August, 2016, a conditional facilities agreement (the “Facilities Agreement”) was entered into between Long
Profits Investments Limited (“Long Profits”), a wholly owned subsidiary of RHIHL, as Lender, Bizwise Investments Limited
("Bizwise"”), a wholly owned subsidiary of the Company, as Borrower and the Company as Guarantor in relation to the
provision of a 5-year term loan and revolving loan facilities of an aggregate amount of HK$1,850,000,000 (the “Loan
Facilities”). The Loan Facilities were provided for the purpose of settlement of part of the outstanding considerations due
to P&R Holdings, Faith Crown Holdings Limited (a 50:50 joint venture of RHIHL and the Company) and Regal International
(BVI) Holdings Limited (a wholly owned subsidiary of RHIHL) payable on or before 13th September, 2016 in relation to the
Group's acquisition of certain property development projects in Chengdu and Tianjin, the People’s Republic of China in
2013.

As at the date of the Facilities Agreement, P&R Holdings is a controlling shareholder of the Company. Long Profits is a
fellow subsidiary of P&R Holdings, and is therefore an associate of P&R Holdings and a connected person of the Company.
As the Loan Facilities were secured over the assets of the Group, the Facilities Agreement constituted a connected
transaction for the Company under Chapter 14A of the Listing Rules and was subject to the reporting, announcement
and independent shareholders’ approval requirements. The entering into of the Facilities Agreement was approved
by the independent shareholders of the Company at an extraordinary general meeting of the Company held on 11th
October, 2016 (the "EGM"). The transactions under the Facilities Agreement were completed in October 2016 following
the fulfillment of the conditions precedent to the Facilities Agreement, including, among others, the Extensions (as
referred below) becoming unconditional. Further details relating to the Facilities Agreement were disclosed in the joint
announcements of the Company dated 4th August, 2016, 25th August, 2016 and 14th September, 2016 and the circular
of the Company dated 23rd September 2016.

EXTENSION OF TERMS OF CONVERTIBLE BONDS AND OPTIONAL CONVERTIBLE BONDS

On 4th August, 2016, the Company entered into the following conditional agreements relating to the extension of the
maturity dates of (i) the convertible bonds with a principal amount of HK$500,000,000 (originally maturing on 18th
August, 2017) which were issued by Apex Team Limited (“Apex Team”), a wholly-owned subsidiary of the Company, to
Interzone Investments Limited (“Interzone”), a wholly owned subsidiary of P&R Holdings, on 18th August, 2014 (“CB
2017") and (i) the convertible bonds with a principal amount of up to HK$500,000,000 to be issued by a wholly owned
subsidiary of the Company to P&R Holdings group upon exercise of the option (the “Option”) granted to P&R Holdings
pursuant to a subscription agreement dated 30th April, 2014 (“Optional CB") (the “Extensions”):

(1) a conditional deed of variation between Apex Team, as Issuer, Interzone, as Subscriber, and the Company, as
Guarantor, relating to the extension of the maturity date of CB 2017 to 18th August, 2021 (“CB Extension
Agreement”); and

(2) a conditional deed of variation between the Company and P&R Holdings, relating to the extension of the maturity
date of the Optional CB to 18th August, 2021 (“Optional CB Extension Agreement”).
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Report of the Directors (conta)

On 4th August, 2016, P&R Holdings had irrevocably undertaken in favour of the Company to (i) exercise the Option
to subscribe for the Optional CB with a principal amount of not less than HK$330,000,000 on the date on which the
first advance of the Loan Facilities is made, and (ii) exercise the Option to subscribe for the remaining Optional CB with
a principal amount of up to HK$170,000,000 by the end of 2016. The Extensions were approved by the independent
shareholders of the Company at the EGM and the Extensions subsequently became unconditional upon fulfillment of
the other conditions including, among others, the Facilities Agreement becoming unconditional. On 12th October, 2016
and 30th December, 2016, Apex Team issued the Optional CB in an aggregate amount of HK$500,000,000 to Alpha
Advantage Investments Limited, also a wholly owned subsidiary of P&R Holdings, upon exercise of the Option.

As at the date of the CB Extension Agreement and the Optional CB Extension Agreement, P&R Holdings held, through its
wholly-owned subsidiaries, approximately 64.26% of the issued capital of the Company and was therefore a connected
person of the Company under the Listing Rules.

The Extensions constituted connected transactions for the Company under Chapter 14A of the Listing Rules and was
subject to the reporting, announcement and independent shareholders’ approval requirements. Relevant details of the
Extensions were disclosed in the announcements of the Company dated 4th August, 2016, 25th August, 2016 and 14th
September, 2016 and the circular of the Company dated 23rd September, 2016. The exercise of the Option to subscribe
for the Optional CB was disclosed in the joint announcements of the Company dated 12th October, 2016 and 30th
December, 2016. Further details relating to the CB 2017 and the issued Optional CB are disclosed in note 25 to the
financial statements.
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Report of the Directors (conta)

Neither the Company nor any of its subsidiaries has purchased, sold or redeemed any listed securities of the Company
during the year.

Based on information that is publicly available to the Company and within the knowledge of the Directors, as at the date
of this report, the Company has maintained sufficient public float as required under the Listing Rules.

No pre-emptive rights exist in the Cayman Islands, being the jurisdiction in which the Company was incorporated, and
there is no provision relating to pre-emptive rights stipulated in the Articles of Association of the Company.

The Group's turnover during the year under review was substantially derived from logistics operation, the percentage
of purchase attributable to the Group's five largest suppliers and the percentage of turnover or sales attributable to the
Group's five largest customers combined in respect of goods and services was in each case less than 30% of the total
amount involved.

The details of movements in the share capital and share premium account of the Company, together with the reasons
therefor, during the year are set out in note 27 to the financial statements.

Particulars of the Company’s principal subsidiaries are set out in note 1 to the financial statements.

Particulars of the Group's investment in a joint venture are set out in note 15 to the financial statements.

As at 31st December, 2016, Company's reserves available for distribution calculated in accordance with the laws of the
Cayman Islands amounted to HK$1,090,787,000.

Ernst & Young retire, and being eligible, offer themselves for re-appointment.
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Report of the Directors (conta)

The Environmental, Social and Governance Report of the Company for the year ended 31st December, 2016 will be
published as a separate report from this Annual Report in compliance with relevant requirements under the Listing Rules
on or before 28th July, 2017.

On behalf of the Board
LO YUK SUI

Chairman

Hong Kong
27th March, 2017
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Corporate Governance Report

The Board of Directors of the Company (the “Board”) is pleased to present the Corporate Governance Report of the
Company for the year ended 31st December, 2016.

The Company is committed to maintaining good corporate governance practices and procedures. Review of existing policies
and practices in respect of the management and corporate matters of the Group has been conducted by the Company.
Enhancement to the current standards for complying with new requirements, revision of the existing policies and practices
and introduction of appropriate new measures have been implemented. Periodic review of the system and controls within
the Group will be carried out by the Company to comply with the prevailing standards and requirements of good corporate
governance.

The Company has complied with the Code Provisions in the Corporate Governance Code (the “CG Code”) as set out
in Appendix 14 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) (the “Listing Rules”) during the year ended 31st December, 2016, except that:

(1) The roles of the Chairman and Chief Executive Officer are not separated and performed by two different
individuals, due to practical necessity to cater to the Group’s corporate operating structure.

(2)  The Non-Executive Director and Independent Non-Executive Directors of the Company were not appointed
for specific terms, but in accordance with the provisions of the Articles of Association of the Company, all
Directors (including the Non-Executive Director and the Independent Non-Executive Directors) of the Company
are subject to retirement by rotation at least once every three years, and the retiring Directors are eligible for
re-election.

The Board currently comprises the following members:
Executive Directors:

Mr. Lo Yuk Sui (Chairman and Chief Executive Officer)

Mr. Jimmy Lo Chun To (Vice Chairman and Managing Director)
Miss Lo Po Man (Vice Chairman)

Mr. Kenneth Wong Po Man (Chief Operating Officer)

Mr. Kelvin Leung So Po (Chief Financial Officer)

Mr. Kenneth Ng Kwai Kai

Non-Executive Director:
Mr. Francis Bong Shu Ying
Independent Non-Executive Directors:

Ms. Alice Kan Lai Kuen

Mr. Lee Choy Sang

Mr. David Li Ka Fai

Hon Abraham Shek Lai Him, GBS, JP

Mr. Daniel Bong Shu Yin, who was an Executive Director of the Company, passed away on 14th February, 2017.
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Corporate Governance Report (contd)

The personal and biographical details of the Directors, including the relationship among them, are disclosed in the
preceding section headed “Directors’ Profile” contained in this Annual Report.

During the year ended 31st December, 2016, the Company has fully complied with Rules 3.10 and 3.10A of the
Listing Rules regarding the number of Independent Non-Executive Directors and the requirement that at least one of
these Directors must have appropriate professional qualifications.

Each of the Independent Non-Executive Directors has made an annual confirmation of independence pursuant to
Rule 3.13 of the Listing Rules. The Company considers that all Independent Non-Executive Directors have met the
independence guidelines of Rule 3.13 of the Listing Rules.

The Board conducts regular meetings to discuss and decide on major corporate, strategic, business and operational
issues. Appropriate and sufficient information is provided to Board members in a timely manner in order to enable
them to discharging their duties.

All material policies and decisions remain within the authority of the Board as a whole. The Board only delegates
authorities to management to an extent that would not significantly hinder or reduce the ability of the Board to
discharge its proper functions as a whole. The functions of the Board and those delegated to management of the
Company are properly distinguished and clarified. Review of the formalised arrangements will be carried out on a
periodic basis to ensure that they remain appropriate to the needs of the Company. The Board is also responsible
for developing, reviewing and/or monitoring the Company’s policies and practices on corporate governance and
compliance with legal and regulatory requirements.

In year 2016, the attendance rates of individual Board members of the Company were as follows:

Name of Directors Attendance
Board Meetings  General Meetings

Executive Directors

Mr. Lo Yuk Sui (Chairman and Chief Executive Officer) 8/8 2/2
Mr. Jimmy Lo Chun To (Vice Chairman and Managing Director) 8/8 2/2
Miss Lo Po Man (Vice Chairman) 8/8 2/2
Mr. Kenneth Wong Po Man (Chief Operating Officer) 8/8 2/2
Mr. Kelvin Leung So Po (Chief Financial Officer) 8/8 2/2
Mr. Daniel Bong Shu Yin* 8/8 2/2
Mr. Kenneth Ng Kwai Kai 8/8 2/2

Non-Executive Director
Mr. Francis Bong Shu Ying 8/8 2/2

Independent Non-Executive Directors

Ms. Alice Kan Lai Kuen 8/8 2/2
Mr. Lee Choy Sang 8/8 2/2
Mr. David Li Ka Fai 7/8 2/2
Hon Abraham Shek Lai Him, GBS, JP 8/8 2/2

* (passed away on 14th February, 2017)
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Corporate Governance Report (contd)

The Chairman or an Executive Director so delegated is responsible for providing every newly appointed Director with
an induction on the first occasion of his/her appointment to ensure that he/she has a proper understanding of the
operations and business of the Group. With respect to compliance matters, the Company Secretary is responsible
for providing any new Director with information and materials relating to his/her responsibilities under applicable
statutory and reqgulatory requirements. Subsequent updating about the latest changes and development of such
requirements will be sent to the Directors by the Company Secretary. In addition, the Directors have participated in
continuous professional development to develop and refresh their knowledge and skills to ensure their contribution
to the Board remains informed and relevant. In the year 2016, the Company arranged for Directors a seminar
covering topics on certain new requirements under the Listing Rules and some update on recent developments of
the aircraft leasing and the warranty and indemnity insurance. The training received by the Directors during the year
2016 is summarised below:

Name of Directors Types of training
Executive Directors

Mr. Lo Yuk Sui (Chairman and Chief Executive Officer)
Mr. Jimmy Lo (Vice Chairman and Managing Director)
Miss Lo Po Man (Vice Chairman)

Mr. Kenneth Wong Po Man (Chief Operating Officer)

Mr. Kelvin Leung So Po (Chief Financial Officer)

Mr. Daniel Bong Shu Yin*

Mr. Kenneth Ng Kwai Kai

>>>>> > >
O 0 W o W o

Non-Executive Director
Mr. Francis Bong Shu Ying A, B
Independent Non-Executive Directors

Ms. Alice Kan Lai Kuen

Mr. Lee Choy Sang

Mr. David Li Ka Fai

Hon Abraham Shek Lai Him, GBS, JP

> > > >
o W o

A - Attending briefings/seminars/conferences/forums
B - Reading/studying training or other materials

* (passed away on 14th February, 2017)
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Corporate Governance Report (contd)

There are three board committees, namely the Audit Committee, the Remuneration Committee and the Nomination
Committee, established by the Board for overseeing different functions delegated by the Board.

(a)

(b)

Audit Committee

The Audit Committee was established with reference to “A Guide for the Formation of an Audit Committee”
issued by the Hong Kong Institute of Certified Public Accountants. The terms of reference of the Audit
Committee are available on the websites of the Company and the Stock Exchange.

The Audit Committee currently comprises the following members:
Independent Non-Executive Directors:

Mr. David Li Ka Fai (Chairman of the Committee)
Ms. Alice Kan Lai Kuen (Member)

Mr. Lee Choy Sang (Member)

Hon Abraham Shek Lai Him, GBS, JP (Member)

The Audit Committee has reviewed with management the accounting principles and practices adopted by the
Group and discussed auditing, internal control and financial reporting matters including the review of the
interim and annual financial statements.

As both the Board and the Audit Committee recommended to re-appoint the current external Auditor, Messrs.
Ernst & Young, no circumstances exist as would require an explanation from the Audit Committee as to why
the Board has taken a different view from that of the Audit Committee regarding the selection, appointment,
resignation or dismissal of the external Auditor.

In year 2016, the Audit Committee met twice and the meetings were attended by the external Auditor of the
Company. The attendance rates of individual Audit Committee members of the Company were as follows:

Name of Audit Committee members Attendance
Mr. David Li Ka Fai (Chairman of the Committee) 2/2
Ms. Alice Kan Lai Kuen 2/2
Mr. Lee Choy Sang 212
Hon Abraham Shek Lai Him, GBS, JP 2/2

Remuneration Committee

The Remuneration Committee was established with specific written terms of reference that deal with its
authority and duties. The terms of reference of the Remuneration Committee are available on the websites
of the Company and the Stock Exchange. The principal responsibilities of the Remuneration Committee are
to review the remuneration of individual Directors and senior management and to make recommendations
to the Board on the policy and structure for the determination of the remuneration of Directors and senior
management and on the establishment of a formal and transparent procedure for developing the policy of the
Company on such matters.
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Corporate Governance Report (contd)

The Remuneration Committee currently comprises the following members:
Executive Director:

Mr. Lo Yuk Sui (Member)

Independent Non-Executive Directors:

Ms. Alice Kan Lai Kuen (Chairman of the Committee)
Mr. Lee Choy Sang (Member)
Mr. David Li Ka Fai (Member)

Mr. Kenneth Ng Kwai Kai, an Executive Director of the Company, has acted as the Secretary of the Committee.

In year 2016, the Remuneration Committee met once and has reviewed the Company’s policy and structure
for the remuneration of Directors and senior management. The attendance rates of individual Remuneration
Committee members of the Company were as follows:

Name of Remuneration Committee members Attendance
Ms. Alice Kan Lai Kuen (Chairman of the Committee) 11
Mr. Lo Yuk Sui 11
Mr. Daniel Bong Shu Yin* 1”71
Mr. Lee Choy Sang 1171
Mr. David Li Ka Fai 171

* (passed away on 14th February, 2017)

Pursuant to the terms of reference of the Remuneration Committee, the Remuneration Committee is delegated
to make recommendations to the Board on the remuneration packages of individual Executive Directors and
senior management, including benefits in kind, pension rights and compensation payments (including any
compensation payable for loss or termination of their office or appointment).

The remuneration of the senior management (comprising Executive Directors) of the Company for the year
ended 31st December, 2016 by band is set out below:

Remuneration band Number of individuals

HK$500,001 - 1,000,000
HK$1,000,001 - 1,500,000 2
HK$2,500,001 - 3,000,000 1

Further details of the Executive Directors’ remuneration for the year ended 31st December, 2016 are disclosed
in note 8 to the financial statements contained in this Annual Report.
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Corporate Governance Report (contd)

Nomination Committee

The Nomination Committee was established with specific written terms of reference by the Board for the
purpose of making recommendations to the Board in relation to the nomination and appointment of Directors,
with a view to ensuring fairness and transparency in the nomination and selection procedures. The terms of
reference of the Nomination Committee are available on the websites of the Company and the Stock Exchange.

The Nomination Committee currently comprises the following members:
Executive Director:

Mr. Lo Yuk Sui (Chairman of the Committee)

Independent Non-Executive Directors:

Ms. Alice Kan Lai Kuen (Member)

Mr. Lee Choy Sang (Member)

Mr. David Li Ka Fai (Member)

Hon Abraham Shek Lai Him, GBS, JP (Member)

The Company views diversity at the Board level essential for attaining the Group’s strategic and business
objectives as well as ensuring its sustainable development. A Board Diversity Policy has been adopted to set out
policy for designing the composition of the Board with diversity in Board members having balanced skills and
expertise. The diversity of the Board members should be assessed on a diversity of perspectives including but
not limited to gender, age, cultural and educational background, ethnicity, professional knowledge, industry
experience, skills and other individual qualities. The Nomination Committee will discuss and review annually the
structure, size and composition of the Board and agree on measurable objectives for achieving diversity on the
Board and make relevant recommendation to the Board for adoption.

In year 2016, the Nomination Committee met once to review and assess the overall diversity of the composition
of the Board with reference to the various aspects as set out in the Board Diversity Policy. The attendance rates
of individual Nomination Committee members of the Company were as follows:

Name of Nomination Committee members Attendance
Mr. Lo Yuk Sui (Chairman of the Committee) 11
Mr. Daniel Bong Shu Yin* 171
Ms. Alice Kan Lai Kuen 171
Mr. Lee Choy Sang 1”71
Mr. David Li Ka Fai 171
Hon Abraham Shek Lai Him, GBS, JP 11

* (passed away on 14th February, 2017)
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Corporate Governance Report (contd)

The Directors of the Company acknowledge their responsibility for preparing the financial statements of the Group,
which give a true and fair view of the state of affairs of the Group, and ensuring that appropriate accounting
policies are selected and applied consistently and that the financial statements are prepared in accordance with the
relevant statutory requirements and applicable accounting standards. The Directors will also ensure that the financial
statements are published in a timely manner. As a manpower policy of the Group, which is subject to regular review
by the Directors and senior management, adequate resources have been allocated to the accounting, financial
reporting and internal audit functions, with staff members possessing appropriate qualifications and experience
engaged in the discharge of those relevant functions. The relevant staff members attend seminars and workshops
organised by the professional accounting bodies on a regular basis. The overall budgets allocated to those functions
have been reviewed and considered to be adequate.

The statement by the external Auditor, Messrs. Ernst & Young, about their reporting responsibilities is set out in the
Independent Auditor’s Report contained in this Annual Report.

The financial statements are prepared on a going concern basis. The Directors confirm that, to the best of their
knowledge, they are not aware of material uncertainties relating to events or conditions that may cast significant
doubt upon the Company's ability to continue as a going concern.

The Company has adopted the Model Code for Securities Transactions by Directors of Listed Issuers as set out in
Appendix 10 of the Listing Rules (the “Model Code”) as the code of conduct governing the securities transactions by
the Directors of the Company.

Following specific enquiry by the Company, the Directors have confirmed that they have complied with the Model
Code during the year ended 31st December, 2016.

The Board oversees the risk management and internal control systems of the Group on an ongoing basis. It has
conducted an annual review of the effectiveness of the risk management and internal control systems of the
Group during the year, including financial, operational and compliance controls and risk management and internal
control functions, with a view to safeguarding the shareholders’ investment and the Company’s assets and business
operations. The risk management and internal control systems of the Group are considered effective and adequate.
Such systems were designed to manage rather than to eliminate the risk of failure in achieving the Group’s business
objectives.

Management of the Company has put into effect a set of corporate policies and procedures for the principal business
operations of the Group, with an objective to achieving sound and effective risk management and internal control
systems. Separate meetings participated by Executive Directors, Group Financial Controller and related division
heads are held regularly to review the effectiveness of the risk management and internal control systems, to identify
any significant management and operational risks as well as control failings or weaknesses, and also to review the
need for any control improvements or updating to respond to changes in the business and external environment.
While the regular monitoring of the risk management and internal control mechanisms is mainly conducted by the
delegated Executive Directors and senior management staff members, support and advice from external consultants
and professionals are sought as and when required.
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Corporate Governance Report (contd)

The Board is responsible for the Company’s risk management and internal control systems and for reviewing the
effectiveness of such systems. Accordingly, while periodic committee meetings are held with the delegated Executive
Directors and senior management staff members, clear instructions have been provided to management of the
Company that any material issues relating to the risk management and internal control systems, particularly any
incidence of significant control failings or weaknesses that has had, or might have, a material impact on the business of
the Group is to be reported to the Board and the Audit Committee of the Company on a timely basis.

The Company has established policy for ensuring that inside information is disseminated to the public in an equal
and timely manner in accordance with applicable laws and regulations. Senior management executives of the
corporate affairs and financial control functions of the Group are delegated with responsibilities to control and
monitor the proper procedures to be observed on the disclosure of inside information. Access to inside information is
at all times confined to relevant senior management executives and on “as needed” basis, until proper disclosure or
dissemination of inside information in accordance with applicable laws and regulations. Relevant personnel and other
professional parties involved are reminded to preserve confidentiality of the inside information until it is publicly
disclosed.

In addition, the Group's internal auditor has selected different aspects of the internal control system for his review
on a regular basis and has confirmed to the Audit Committee that no material deficiency is noted.

Messrs. Ernst & Young have been re-appointed as the external auditor of the Company at the 2016 Annual General
Meeting until the conclusion of the forthcoming 2017 Annual General Meeting.

The remuneration to Messrs. Ernst & Young, the auditor of the Company, in respect of the audit and non-audit
services rendered for the year ended 31st December, 2016 were HK$1,648,000 (2015 - HK$1,258,000) and
HK$714,000 (2015 - HK$327,000), respectively. The significant non-audit services covered by these fees are as follows:

Nature of services Fees paid

(HK$'000)

(1) Interim review of the financial statements of the Group for the 565
six months ended 30th June, 2016

(2)  Compliance and other services to the Group 149

Extraordinary general meetings may be convened upon receipt of written request submitted by two members of the
Company. Such written requisition must state the purposes of the meeting, and be signed by the requisitionists and
deposited at the Head Office of the Company at 11th Floor, 68 Yee Wo Street, Causeway Bay, Hong Kong (for the
attention of the Company Secretary). If the Directors do not within twenty-one days from the date of deposit of the
requisition proceed duly to convene the meeting, the requisitionists themselves may convene the general meeting
in the same manner, as nearly as possible, as that in which meetings may be convened by the Directors, and all
reasonable expenses incurred by the requisitionists as a result of the failure of the Directors shall be reimbursed to
them by the Company.

Shareholders may also send written enquiries to the Company for putting forward any enquiries or proposals to the
Board of the Company at the abovementioned address (for the attention of the Company Secretary).

During the year ended 31st December, 2016, the Company has not made any changes to its Articles of Association.
A consolidated version of the Memorandum and Articles of Association of the Company is available on the website
of the Company.
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Consolidated Statement of Profit or Loss

For the year ended 31st December, 2016

REVENUE
Cost of sales

Gross profit

Other income

Fair value gain/(loss) on derivative financial instruments
in relation to convertible bonds, net

Fair value losses on other financial assets at fair value
through profit or loss, net

Loss arising from the modification of
the terms of convertible bonds

Impairment loss on property under development

Gain on bargain purchase

Property selling and marketing expenses

Administrative expenses

OPERATING LOSS BEFORE DEPRECIATION AND AMORTISATION
Depreciation and amortisation

OPERATING LOSS

Finance costs

Share of profit of a joint venture

LOSS BEFORE TAX

Income tax

LOSS FOR THE YEAR BEFORE ALLOCATION
BETWEEN EQUITY HOLDERS OF THE PARENT
AND NON-CONTROLLING INTERESTS

Notes

29(a)

2016 2015
HK$'000 HK$'000
23,678 9,152
(7,597) -
16,081 9,152
18,297 2,842
48,953 (146,415)
(4,083) (8,996)
(12,479) -
= (57,000)

3,073 -
(18,616) (12,637)
(64,384) (62,446)
(13,158) (275,500)
(21,782) (4,474)
(34,940) (279,974)
(104,709) (108,984)
23,006 29,770
(116,643) (359,188)
224 14,250
(116,419) (344,938)
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Consolidated Statement of Profit or Loss (contq)

For the year ended 31st December, 2016

2016 2015
Note HK$'000 HK$'000
Attributable to:
Equity holders of the parent (115,253) (344,938)
Non-controlling interests (1,166) -
(116,419) (344,938)
LOSS PER SHARE (INCLUDING ORDINARY SHARE AND
CONVERTIBLE PREFERENCE SHARE) ATTRIBUTABLE
TO EQUITY HOLDERS OF THE PARENT 12
Basic HK(1.7) cents HK(5.2) cents
Diluted HK(2.2) cents HK(5.2) cents
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Consolidated Statement of Comprehensive Income

For the year ended 31st December, 2016

LOSS FOR THE YEAR BEFORE ALLOCATION
BETWEEN EQUITY HOLDERS OF THE PARENT
AND NON-CONTROLLING INTERESTS

OTHER COMPREHENSIVE LOSS

Other comprehensive loss to be reclassified to
profit or loss in subsequent periods:
Exchange differences on translating foreign operations

TOTAL COMPREHENSIVE LOSS FOR THE YEAR

Attributable to:
Equity holders of the parent
Non-controlling interests

2016 2015
HK$'000 HK$"000
(116,419) (344,938)
(118,907) (125,438)
(235,326) (470,376)
(232,737) (470,376)

(2,589) -
(235,326) (470,376)
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Consolidated Statement of Financial Position

As at 31st December, 2016

2016 2015
Notes HK$'000 HK$'000
NON-CURRENT ASSETS
Property, plant and equipment 13 25,513 37,153
Properties under development 14 1,292,964 1,297,349
Investment in a joint venture 15 2,434 575,639
Contingent consideration receivable 16 10,268 -
Deposits and prepayments 17 66,943 71,607
Other asset 5,051 -
Goodwill 18 235,090 235,090
Intangible assets 19 97,076 -
Total non-current assets 1,735,339 2,216,838
CURRENT ASSETS
Properties under development 14 3,082,705 2,664,931
Debtors, deposits and prepayments 17 162,798 36,322
Financial assets at fair value through profit or loss 20 175,146 194,569
Restricted cash 21 368,604 131,330
Time deposits 56,885 12,790
Cash and bank balances 472,295 253,248
Total current assets 4,318,433 3,293,190
CURRENT LIABILITIES
Creditors and accruals 22 (185,950) (277,497)
Other payables and borrowings 23 (500,000) (2,881,901)
Deposits received 14 (1,572,064) (313,555)
Derivative financial instruments 24 - (2,824)
Tax payable (2,811) (1,005)
Total current liabilities (2,260,825) (3,476,782)
NET CURRENT ASSETS/(LIABILITIES) 2,057,608 (183,592)
TOTAL ASSETS LESS CURRENT LIABILITIES 3,792,947 2,033,246
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Consolidated Statement of Financial Position (contq)

As at 31st December, 2016

NON-CURRENT LIABILITIES
Creditors and accruals
Other borrowings
Convertible bonds
Derivative financial instruments
Deferred tax liabilities

Total non-current liabilities

Net assets

EQUITY

Equity attributable to equity holders
of the parent
Issued capital
Reserves

Non-controlling interests

Total equity

KELVIN LEUNG SO PO

Director

JIMMY LO CHUN TO

Director

Notes

22
23
25
24
26

27
28

2016 2015
HK$'000 HK$"000
(32,782) -
(1,350,000) -
(895,965) (467,191)
- (177,361)
(374,543) (348,286)
(2,653,290) (992,838)
1,139,657 1,040,408
13,193 13,193
1,094,329 1,027,189
1,107,522 1,040,382
32,135 26
1,139,657 1,040,408
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Consolidated Statement of Changes in Equity

For the year ended 31st December, 2016
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Consolidated Statement of Changes in Equity (cont)

For the year ended 31st December, 2016
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Consolidated

CASH FLOWS FROM OPERATING ACTIVITIES
Loss before tax
Adjustments for:
Finance costs
Share of profit of a joint venture
Interest income
Recovery of deposit paid for acquisition of a subsidiary
Loss on disposal of items of property, plant and equipment
Depreciation and amortisation
Fair value loss/(gain) on derivative financial instruments
in relation to convertible bonds, net
Fair value losses on other financial assets at fair value
through profit or loss, net
Loss arising from the modification of the terms of
convertible bonds
Impairment loss on property under development
Gain on bargain purchase

Additions to properties under development

Decrease/(Increase) in debtors, deposits and prepayments

Decrease/(Increase) in financial assets at fair value through
profit or loss

Increase in restricted cash

Increase/(Decrease) in creditors and accruals

Increase in deposits received

Cash generated from/(used in) operations
Interest received
Tax paid

Net cash flows from/(used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES

Acquisition of subsidiaries

Recovery of deposit paid for acquisition of a subsidiary

Interest received

Dividend received from unlisted investment

Proceeds from disposal of items of property, plant and equipment
Purchases of items of property, plant and equipment

Decrease in pledged time deposits

Net cash flows from investing activities

Notes

o Oy O Ul

29

Statement of Cash Flows

For the year ended 31st December, 2016

2016 2015
HK$'000 HK$'000
(116,643) (359,188)

104,709 108,984
(23,006) (29,770)
(4,842) (3,317)
(14,404) -
16 10
21,782 4,474
(48,953) 146,415
4,083 8,996
12,479 -

= 57,000
(3,073) -
(67,852) (66,396)
(569,852) (254,652)
(129,252) 527
11,398 (41,873)
(256,982) (131,330)
16,400 (12,542)
1,338,871 323,327
342,731 (182,939)
988 1,466

(164) -

343,555 (181,473)

726 (3,558)
14,404 -
3,866 2,112
= 29,770

= 24
(9,363) (20,488)
= 6,337
9,633 14,197
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Consolidated Statement of Cash Flows (contq)

For the year ended 31st December, 2016

Note

CASH FLOWS FROM FINANCING ACTIVITIES

Proceeds from issue of convertible bonds 25(b)
Repayment of bank loans

Drawdown of other borrowings

Advance from a joint venture

Repayment of other payables

Interest paid

Net cash flows used in financing activities

NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents at beginning of year

Effect of foreign exchange rate changes, net

CASH AND CASH EQUIVALENTS AT END OF YEAR

ANALYSIS OF BALANCES OF CASH AND CASH EQUIVALENTS
Cash and bank balances
Non-pledged time deposits with original maturity of
less than three months when acquired

2016 2015
HK$'000 HK$'000
500,000 -

= (4,000)
1,850,000 -
22,753 -
(2,277,321) -
(165,425) (156,651)
(69,993) (160,651)
283,195 (327,927)
266,038 624,142
(20,053) (30,177)
529,180 266,038
472,295 253,248
56,885 12,790
529,180 266,038

At the end of the reporting period, the cash and cash equivalent balances of the Group amounting to HK$277,364,000
(2015 - HK$204,865,000) were held by certain subsidiaries operating in Mainland China where exchange controls apply.
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Notes to Financial Statements

31st December, 2016

Cosmopolitan International Holdings Limited (the “Company”) is a limited liability company incorporated in the
Cayman Islands. The head office and principal place of business of the Company is located at 11th Floor, 68 Yee Wo
Street, Causeway Bay, Hong Kong.

During the year, the Company and its subsidiaries (collectively referred to as the “Group”) were principally engaged
in property development and investment, investment in financial assets and other investments. During the year under
review, the Group commenced to carry on logistics operations in Shanghai, the People’s Republic of China. Save for
this new business activity, there have been no significant changes in the other activities during the year.

In the opinion of the Directors, the parent and the ultimate holding company of the Group is Century City
International Holdings Limited (“CCIHL"), which was incorporated in Bermuda and is listed on The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”).

Corporate Update

As at 31st December, 2015, the Group had net current liabilities of HK$183,592,000. The net current liabilities
position was mainly attributable to the outstanding balance of the consideration payables aggregating
HK$2,881,901,000 (the “Consideration Payables”) due to Regal International (BVI) Holdings Limited (“Regal BVI"),
a fellow subsidiary of the Group, P&R Holdings Limited (“P&R Holdings”), an intermediate holding company of the
Group, and Faith Crown Holdings Limited, a joint venture of the Group, (collectively, the “Vendors”) in relation to
the Group's acquisitions of certain property development projects in 2013. The Consideration Payables were classified
as other payables under current liabilities and were repayable on or before 13th September, 2016.

After discussions with the Vendors (who are effectively P&R Holdings and a subsidiary of Regal Hotels International
Holdings Limited (“Regal”)), with a view to rescheduling the repayment date for the Consideration Payables to align
with the latest development and sale schedules for the two development projects, on 4th August, 2016, the Group
entered into a series of conditional agreements with the Regal group and the P&R Holdings group. Pursuant to the
agreements, among others, the Regal group agreed to grant to the Group loan facilities (comprising term loan of
HK$1,350 million and revolving loan of HK$500 million) for a term of 5 years, which would be used to settle all the
outstanding balances of the Consideration Payables expected to be owing to the Regal group on completion of the
agreements. Moreover, P&R Holdings group had also conditionally undertaken to subscribe the optional convertible
bonds due 2017 in an amount of no less than HK$330 million on completion of the agreements (which would be
used to settle the outstanding balance of the Consideration Payables owing to the P&R Holdings group) and to
subscribe for the remaining optional convertible bonds due 2017 by the end of 2016, in conjunction with which
the maturity dates for the existing issued convertible bonds and the optional convertible bonds due 2017 would
be extended to 18th August, 2021. Further details of the above transactions were contained in the circular of the
Company dated 23rd September, 2016.

In October 2016, all the conditions precedent under the various conditional agreements have been fulfilled and the
entire amount of the loan facilities granted by the Regal group in the total sum of HK$1,850 million was drawn
down and, on the same date, the P&R Holdings group exercised the option to subscribe for the optional convertible
bonds with a principal amount of HK$330 million, and the proceeds have been utilised to fully settle the outstanding
Consideration Payables owing to the Regal group and the P&R Holdings group, respectively.

After the above refinancing arrangements, the Directors of the Company are of the opinion that the Group will be
able to meet its financial obligations as they fall due for the foreseeable future.
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Notes to Financial Statements (contq)

Information about subsidiaries

Particulars of the Company's principal subsidiaries are as follows:

Issued
Place of ordinary Percentage of
incorporation/ share capital/ equity interest
registration registered attributable to Principal
Name and business capital the Company activities
2016 2015
Apex Team Limited Hong Kong HK$1 100 100 Financing
Cosmopolitan International Hong Kong HK$ 1 100 100 Financing and
Finance Limited* financial assets
investment
Cosmopolitan International Hong Kong HK$1 100 100 Management
Management Services services
Limited*
Evercharm Investments British Virgin US$1 100 100 Financial assets
Limited Islands investment
TEBEARREERAF Y The People's US$16,800,000 100 100 Property
Republic of development
China (“PRC")/
Mainland China
PR = 18 55 it EE i 2 PRC/  HK$175,000,000 100 100 Property
BRRAR]** Mainland China development
REMNBEFEHE PRC/  RMB1,200,000,000 100 100 Property
RERR AR Mainland China development
EERARE(RE) PRC/  HK$336,000,960 100 100 Property
BRAT** Mainland China development
IEREMERER PRC/  RMB298,000,000 100 100 Investment
BRRAR]** Mainland China holding
BRI B AERE PRC/ RMB10,000,000 100 100 Development
BRAR]** Mainland China consultancy
FRABRERRRAN! PRC/ RMB3,500,000 60 - Logistics
Mainland China and related
operations

During the year, the Group acquired from independent third parties a 60% effective equity interest in a group of
companies principally engaged in the provision of logistics and related services in Shanghai, the PRC. Further details
of the acquisition are included in note 29(a) to the financial statements.

* Direct subsidiaries of the Company

**  These subsidiaries are registered as wholly foreign owned enterprises under the PRC laws.
# This subsidiary is registered as a domestic enterprise under the PRC laws.
The above table lists the subsidiaries of the Company which, in the opinion of the Directors, principally affected

the results for the year or formed a substantial portion of the net assets of the Group. To give details of other
subsidiaries would, in the opinion of the Directors, result in particulars of excessive length.
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Notes to Financial Statements (contq)

These financial statements have been prepared in accordance with Hong Kong Financial Reporting Standards
("HKFRSs") (which include all 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 Kong and the disclosure requirements of the Hong Kong Companies Ordinance.
They have been prepared under the historical cost convention, except for financial assets at fair value through profit
or loss, contingent consideration receivable and derivative financial instruments, which have been measured at fair
value. These financial statements are presented in Hong Kong dollars (“HK$") and all values are rounded to the
nearest thousand except when otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial statements of the Group for the year ended 31st
December, 2016. A subsidiary is an entity (including a structured entity), directly or indirectly, controlled by the
Company. Control is achieved when the Group is exposed, or has rights, to variable returns from its involvement with
the investee and has the ability to affect those returns through its power over the investee (i.e., existing rights that
give the Group the current ability to direct the relevant activities of the investee).

When the Company has, directly or indirectly, less than a majority of the voting or similar rights of an investee, the
Group considers all relevant facts and circumstances in assessing whether it has power over an investee, including:

(@)  the contractual arrangement with the other vote holders of the investee;
(b)  rights arising from other contractual arrangements; and
(c)  the Group's voting rights and potential voting rights.

The financial statements of the subsidiaries are prepared for the same reporting period as the Company, using
consistent accounting policies. The results of subsidiaries are consolidated from the date on which the Group obtains
control, and continue to be consolidated until the date that such control ceases.

Profit or loss and each component of other comprehensive income are attributed to the owners of the parent of
the Group and to the non-controlling interests, even if this results in the non-controlling interests having a deficit
balance. All intra-group assets and liabilities, equity, income, expenses and cash flows relating to transactions
between members of the Group are eliminated in full on consolidation.

The Group reassesses whether or not it controls an investee if facts and circumstances indicate that there are changes
to one or more of the three elements of control described above.
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Notes to Financial Statements (contq)

The Group has adopted the following new and revised HKFRSs for the first time for the current year's financial

statements.

Amendments to HKFRS 10, Investment Entities: Applying the Consolidation Exception
HKFRS 12 and HKAS 28 (2011)

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

HKFRS 14 Regulatory Deferral Accounts

Amendments to HKAS 1 Disclosure Initiative

Amendments to HKAS 16 and HKAS 38 Clarification of Acceptable Methods of Depreciation and Amortisation
Amendments to HKAS 16 and HKAS 41 Agriculture: Bearer Plants

Amendments to HKAS 27 (2011) Equity Method in Separate Financial Statements

Annual Improvements 2012-2014 Cycle Amendments to a number of HKFRSs

Other than as explained below regarding the impact of amendments to HKAS 1 and amendments to HKAS 16 and
HKAS 38, the adoption of the above new and revised standards has had no significant financial effect on these
financial statements.

(@)  Amendments to HKAS 1 include narrow-focus improvements in respect of the presentation and disclosure in
financial statements. The amendments clarify:

(i) the materiality requirements in HKAS 1;

(i)  that specific line items in the statement of profit or loss and the statement of financial position may be
disaggregated;

(iii)  that entities have flexibility as to the order in which they present the notes to financial statements; and

(iv) that the share of other comprehensive income of associates and joint ventures accounted for using the
equity method must be presented in aggregate as a single line item, and classified between those items
that will or will not be subsequently reclassified to profit or loss.

Furthermore, the amendments clarify the requirements that apply when additional subtotals are presented in
the statement of financial position and the statement of profit or loss. The amendments have had no significant
impact on the Group's financial statements.

(b)  Amendments to HKAS 16 and HKAS 38 clarify the principle in HKAS 16 and HKAS 38 that revenue reflects a
pattern of economic benefits that are generated from operating a business (of which the asset is part) rather
than the economic benefits that are consumed through the use of the asset. As a result, a revenue-based
method cannot be used to depreciate property, plant and equipment and may only be used in very limited
circumstances to amortise intangible assets. The amendments are applied prospectively. The amendments have
had no impact on the financial position or performance of the Group as the Group has not used a revenue-
based method for the calculation of depreciation and amortisation of its non-current assets.
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Notes to Financial Statements (contq)

The Group has not applied the following new and revised HKFRSs, that have been issued but are not yet effective, in

these financial statements.

Amendments to HKFRS 1 included in
Annual Improvements
2014-2016 Cycle
Amendments to HKFRS 2
Amendments to HKFRS 4

HKFRS 9
Amendments to HKFRS 10 and
HKAS 28 (2011)
Amendments to HKFRS 12 included in
Annual Improvements
2014-2016 Cycle
HKFRS 15
Amendments to HKFRS 15
HKFRS 16
Amendments to HKAS 7
Amendments to HKAS 12
Amendments to HKAS 28 included in

First-time Adoption of Hong Kong Financial Reporting Standards?

Classification and Measurement of Share-based Payment Transactions?
Applying HKFRS 9 Financial Instruments with HKFRS 4
Insurance Contracts®
Financial Instruments?
Sale or Contribution of Assets between an Investor and its Associate or
Joint Venture*
Disclosure of Interests in Other Entities’

Revenue from Contracts with Customers?

Clarifications to HKFRS 15 Revenue from Contracts with Customers?
Leases?

Disclosure Initiative'

Recognition of Deferred Tax Assets for Unrealised Losses'
Investments in Associates and Joint Ventures?

Annual Improvements
2014-2016 Cycle

! Effective for annual periods beginning on or after 1st January, 2017
2 Effective for annual periods beginning on or after 1st January, 2018
3 Effective for annual periods beginning on or after 1st January, 2019
4 No mandatory effective date yet determined but available for adoption

Further information about those HKFRSs that are expected to be applicable to the Group is as follows:

In September 2014, the HKICPA issued the final version of HKFRS 9, bringing together all phases of the financial
instruments project to replace HKAS 39 and all previous versions of HKFRS 9. The standard introduces new
requirements for classification and measurement, impairment and hedge accounting. The Group expects to adopt
HKFRS 9 from 1st January, 2018. The Group is currently assessing the impact of the standard.

Amendments to HKFRS 10 and HKAS 28 (2011) address an inconsistency between the requirements in HKFRS 10 and
in HKAS 28 (2011) in dealing with the sale or contribution of assets between an investor and its associate or joint
venture. The amendments require a full recognition of a gain or loss when the sale or contribution of assets between
an investor and its associate or joint venture constitutes a business. For a transaction involving assets that do not
constitute a business, a gain or loss resulting from the transaction is recognised in the investor’s profit or loss only to
the extent of the unrelated investor’s interest in that associate or joint venture. The amendments are to be applied
prospectively. The previous mandatory effective date of amendments to HKFRS 10 and HKAS 28 (2011) was removed
by the HKICPA in January 2016 and a new mandatory effective date will be determined after the completion of
a broader review of accounting for associates and joint ventures. However, the amendments are available for
application now.
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Notes to Financial Statements (contq)

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 1st January,
2018 and is currently assessing the impact of HKFRS 15 upon adoption.

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 1st January, 2019. The Group expects that
certain portion of the operating lease commitments will be required to be recognised as right-of-use assets and lease
liabilities upon adoption of HKFRS 16. The Group will perform a more detailed analysis upon the adoption of HKFRS
16.

Amendments to HKAS 7 require an entity to provide disclosures that enable users of financial statements to evaluate
changes in liabilities arising from financing activities, including both changes arising from cash flows and non-cash
changes. The amendments will result in additional disclosure to be provided in the financial statements. The Group
expects to adopt the amendments from 1st January, 2017. The amendments are not expected to have any significant
impact on the Group's financial statements.

Amendments to HKAS 12 were issued with the purpose of addressing the recognition of deferred tax assets for
unrealised losses related to debt instruments measured at fair value, although they also have a broader application
for other situations. The amendments clarify that an entity, when assessing whether taxable profits will be available
against which it can utilise a deductible temporary difference, needs to consider whether tax law restricts the sources
of taxable profits against which it may make deductions on the reversal of that deductible temporary difference.
Furthermore, the amendments provide guidance on how an entity should determine future taxable profits and explain
the circumstances in which taxable profit may include the recovery of some assets for more than their carrying
amount. The Group expects to adopt the amendments from 1st January, 2017. The amendments are not expected to
have any significant impact on the Group's financial statements.

Annual Report 2016



Notes to Financial Statements (contq)

(a) Business combinations and goodwill

Business combinations are accounted for using the acquisition method. The consideration transferred is
measured at the acquisition date fair value which is the sum of the acquisition date fair values of assets
transferred by the Group, liabilities assumed by the Group to the former owners of the acquiree and the
equity interests issued by the Group in exchange for control of the acquiree. For each business combination,
the Group elects whether to measure the non-controlling interests in the acquiree that are present ownership
interests and entitle their holders to a proportionate share of net assets in the event of liquidation at fair value
or at the proportionate share of the acquiree’s identifiable net assets. All other components of non-controlling
interests are measured at fair value. Acquisition-related costs are expensed as incurred.

When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate
classification and designation in accordance with the contractual terms, economic circumstances and pertinent
conditions as at the acquisition date. This includes the separation of embedded derivatives in host contracts of
the acquiree.

If the business combination is achieved in stages, the previously held equity interest is remeasured at its
acquisition date fair value and any resulting gain or loss is recognised in profit or loss.

Any contingent consideration to be transferred by the acquirer is recognised at fair value at the acquisition
date. Contingent consideration classified as an asset or liability is measured at fair value with changes in fair
value recognised in profit or loss. Contingent consideration that is classified as equity is not remeasured and
subsequent settlement is accounted for within equity.

Goodwill is initially measured at cost, being the excess of the aggregate of the consideration transferred,
the amount recognised for non-controlling interests and any fair value of the Group’s previously held equity
interests in the acquiree over the identifiable net assets acquired and liabilities assumed. If the sum of this
consideration and other items is lower than the fair value of the net assets acquired, the difference is, after
reassessment, recognised in profit or loss as a gain on bargain purchase.

After initial recognition, goodwill is measured at cost less any accumulated impairment losses. Goodwill
is tested for impairment annually or more frequently if events or changes in circumstances indicate that
the carrying value may be impaired. The Group performs its annual impairment test of goodwill as at 31st
December. For the purpose of impairment testing, goodwill acquired in a business combination is, from the
acquisition date, allocated to each of the Group's cash-generating units, or groups of cash-generating units,
that are expected to benefit from the synergies of the combination, irrespective of whether other assets or
liabilities of the Group are assigned to those units or groups of units.

Impairment is determined by assessing the recoverable amount of the cash-generating unit (group of cash-
generating units) to which the goodwill relates. Where the recoverable amount of the cash-generating unit
(group of cash-generating units) is less than the carrying amount, an impairment loss is recognised. An
impairment loss recognised for goodwill is not reversed in a subsequent period.

Where goodwill has been allocated to a cash-generating unit (or group of cash-generating units) and part of
the operation within that unit is disposed of, the goodwill associated with the operation disposed of is included
in the carrying amount of the operation when determining the gain or loss on the disposal. Goodwill disposed
of in these circumstances is measured based on the relative value of the operation disposed of and the portion
of the cash-generating unit retained.
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Notes to Financial Statements (contq)

(b)

(9]

Investment in a joint venture

A joint venture is a type of joint arrangement whereby the parties that have joint control of the arrangement
have rights to the net assets of the joint venture. Joint control is the contractually agreed sharing of control of
an arrangement, which exists only when decisions about the relevant activities require the unanimous consent
of the parties sharing control.

The Group’s investment in a joint venture is stated in the consolidated statement of financial position at the
Group's share of net assets under the equity method of accounting, less any impairment losses. Adjustments
are made to bring into line any dissimilar accounting policies that may exist. The Group's share of the post-
acquisition results and other comprehensive income of a joint venture are included in the consolidated
statement of profit or loss and consolidated other comprehensive income, respectively. In addition, when there
has been a change recognised directly in the equity of the joint venture, the Group recognises its share of any
changes, when applicable, in the consolidated statement of changes in equity. Unrealised gains and losses
resulting from transactions between the Group and its joint venture are eliminated to the extent of the Group's
investment in the joint venture, except where unrealised losses provide evidence of an impairment of the assets
transferred.

If an investment in a joint venture becomes an investment in an associate or vice versa, the retained interest
is not remeasured. Instead, the investment continues to be accounted for under the equity method. In all
other cases, upon loss of joint control over the joint venture, the Group measures and recognises any retained
investment at its fair value. Any difference between the carrying amount of the joint venture upon loss of joint
control and the fair value of the retained investment and proceeds from disposal is recognised in profit or loss.

Fair value measurement

The Group measures its contingent consideration receivable, investments held for trading and derivative
financial instruments at fair value at the end of each reporting period. Fair value is the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at
the measurement date. The fair value measurement is based on the presumption that the transaction to sell
the asset or transfer the liability takes place either in the principal market for the asset or liability, or in the
absence of a principal market, in the most advantageous market for the asset or liability. The principal or the
most advantageous market must be accessible by the Group. The fair value of an asset or a liability is measured
using the assumptions that market participants would use when pricing the asset or liability, assuming that
market participants act in their economic best interest.

The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data
are available to measure fair value, maximising the use of relevant observable inputs and minimising the use of
unobservable inputs.
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(d)

Notes to Financial Statements (contq)

All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised
within the fair value hierarchy, described as follows, based on the lowest level input that is significant to the
fair value measurement as a whole:

Level 1 — based on quoted prices (unadjusted) in active markets for identical assets or liabilities

Level 2 — based on valuation techniques for which the lowest level input that is significant to the fair value
measurement is observable, either directly or indirectly

Level 3 — based on valuation techniques for which the lowest level input that is significant to the fair value
measurement is unobservable

For assets and liabilities that are recognised in the financial statements on a recurring basis, the Group
determines whether transfers have occurred between levels in the hierarchy by reassessing categorisation
(based on the lowest level input that is significant to the fair value measurement as a whole) at the end of each
reporting period.

Impairment of non-financial assets

Where an indication of impairment exists, or when annual impairment testing for an asset is required (other
than properties under development and financial assets), the asset’s recoverable amount is estimated. An
asset’s recoverable amount is the higher of the asset’s or cash-generating unit’s value in use and its fair value
less costs of disposal, and is determined for an individual asset, unless the asset does not generate cash inflows
that are largely independent of those from other assets or groups of assets, in which case the recoverable
amount is determined for the cash-generating unit to which the asset belongs.

An impairment loss is recognised only if the carrying amount of an asset exceeds its recoverable amount. 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 assessments of the time value of money and the risks specific to the
asset. An impairment loss is charged to the statement of profit or loss in the period in which it arises in those
expense categories consistent with the function of the impaired asset.

An assessment is made at the end of each reporting period as to whether there is an indication that previously
recognised impairment losses 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, but not to an amount higher than the carrying amount that would have been determined (net of any
depreciation/amortisation) had no impairment loss been recognised for the asset in prior years. A reversal of
such an impairment loss is credited to the statement of profit or loss in the period in which it arises.
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(e) Properties under development

(f)

Properties under development are stated at the lower of cost and net realisable value and comprise land costs,
direct costs of construction, applicable borrowing costs, professional fees and other costs directly attributable
to such properties incurred during the development period.

Properties under development are classified as current assets unless the construction period of the relevant
property development project is expected to complete beyond the normal operating cycle. On completion, the
properties are transferred to properties held for sale.

Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in progress, are stated at cost less accumulated
depreciation and any impairment losses. The cost of an item of property, plant and equipment comprises its
purchase price and any directly attributable costs of bringing the asset to its working condition and location for
its intended use.

Expenditure incurred after items of property, plant and equipment have been put into operation, such as repairs
and maintenance, is normally charged to the statement of profit or loss in the period in which it is incurred. In
situations where the recognition criteria are satisfied, the expenditure for a major inspection is capitalised in
the carrying amount of the asset as a replacement. Where significant parts of property, plant and equipment
are required to be replaced at intervals, the Group recognises such parts as individual assets with specific useful
lives and depreciates them accordingly.

Depreciation is calculated on the straight-line basis to write off the cost of each item of property, plant and
equipment to its residual value over its estimated useful life. The principal annual rates used for this purpose
are as follows:

Buildings 33'5%

Leasehold improvements Over the remaining lease terms
Furniture, fixtures and equipment 20%

Motor vehicles 20%

Where parts of an item of property, plant and equipment have different useful lives, the cost of that item is
allocated on a reasonable basis among the parts and each part is depreciated separately. Residual values, useful
lives and the depreciation method are reviewed, and adjusted if appropriate, at least at each financial year end.

An item of property, plant and equipment including any significant part initially recognised is derecognised
upon disposal or when no future economic benefits are expected from its use or disposal. Any gain or loss on
disposal or retirement recognised in the statement of profit or loss in the year the asset is derecognised is the
difference between the net sales proceeds and the carrying amount of the relevant asset.

Construction in progress represents items of property, plant and equipment under construction, which is stated
at cost less any impairment losses and is not depreciated. Cost comprises the direct costs of construction during
the period of construction. Construction in progress in reclassified to the appropriate category of property,
plant and equipment when completed and ready for use.
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Intangible assets (other than goodwill)

Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets
acquired in a business combination is the fair value at the date of acquisition. The useful lives of intangible
assets are assessed to be either finite or indefinite. Intangible assets with finite lives are subsequently amortised
on the straight-line basis over the useful economic lives and assessed for impairment whenever there is an
indication that the intangible asset may be impaired. The amortisation period and the amortisation method for
an intangible asset with a finite useful life are reviewed at least at each financial year end.

The Group's intangible assets represent backlog contracts, favourable lease agreement, non-compete and
cousultancy arrangements with finite useful lives and are stated at cost, which comprise the purchase prices
thereof, less accumulated amortisation and any impairment losses.

The estimated useful life of each class of intangible assets is as follows:

Backlog contracts 2 years
Favourable lease agreement 8 years
Non-compete and consultancy arrangements 4 to 13 years

Investments and other financial assets

Initial recognition and measurement

Financial assets are classified, at initial recognition, as financial assets at fair value through profit or loss and
loans and receivables, as appropriate. When financial assets are recognised initially, they are measured at fair
value plus transaction costs that are attributable to the acquisition of the financial assets, except in the case of
financial assets recorded at fair value through profit or loss.

All regular way purchases and sales of financial assets are recognised on the trade date, that is, the date
that the Group commits to purchase or sell the asset. Regular way purchases or sales are purchases or sales
of financial assets that require delivery of assets within the period generally established by regulation or
convention in the marketplace.

Subsequent measurement
The subsequent measurement of financial assets depends on their classification as follows:

Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial assets held for trading and contingent
consideration receivable. Financial assets are classified as held for trading if they are acquired for the purpose
of sale in the near term. Derivatives, including separated embedded derivatives, are also classified as held for
trading unless they are designated as effective hedging instruments as defined by HKAS 39.

Financial assets at fair value through profit or loss are carried in the statement of financial position at fair value
with net changes in fair value recognised in the statement of profit or loss. These net fair value changes do not
include any dividends or interest earned on these financial assets, which are recognised in accordance with the
policies set out for “Revenue recognition” below.
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(i)

Derivatives embedded in host contracts are accounted for as separate derivatives and recorded at fair value
if their economic characteristics and risks are not closely related to those of the host contracts and the host
contracts are not held for trading or designated as at fair value through profit or loss. These embedded
derivatives are measured at fair value with changes in fair value recognised in the statement of profit or loss.
Reassessment only occurs if there is either a change in the terms of the contract that significantly modifies
the cash flows that would otherwise be required or a reclassification of a financial asset out of the fair value
through profit or loss category.

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. After initial measurement, such assets are subsequently measured at amortised
cost using the effective interest rate method less any allowance for impairment. Amortised cost is calculated by
taking into account any discount or premium on acquisition and includes fees or costs that are an integral part
of the effective interest rate. The effective interest rate amortisation and the loss arising from impairment are
recognised in the statement of profit or loss.

Impairment of financial assets

The Group assesses at the end of each reporting period whether there is objective evidence that a financial
asset or a group of financial assets is impaired. An impairment exists if one or more events that occurred after
the initial recognition of the asset have an impact on the estimated future cash flows of the financial asset or
the group of financial assets that can be reliably estimated. Evidence of impairment may include indications
that a debtor or a group of debtors is experiencing significant financial difficulty, default or delinquency in
interest or principal payments, the probability that they will enter bankruptcy or other financial reorganisation
and observable data indicating that there is a measurable decrease in the estimated future cash flows, such as
changes in arrears or economic conditions that correlate with defaults.

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group first assesses whether impairment exists individually
for financial assets that are individually significant, or collectively for financial assets that are not individually
significant. If the Group determines that no objective evidence of impairment exists for an individually assessed
financial asset, whether significant or not, it includes the asset in a group of financial assets with similar credit
risk characteristics and collectively assesses them for impairment. Assets that are individually assessed for
impairment and for which an impairment loss is, or continues to be, recognised are not included in a collective
assessment of impairment.

The amount of any impairment loss identified 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
yet been incurred). The present value of the estimated future cash flows is discounted at the financial asset’s
original effective interest rate (i.e., the effective interest rate computed at initial recognition).

The carrying amount of the asset is reduced through the use of an allowance account and the loss is recognised
in the statement of profit or loss. Interest income continues to be accrued on the reduced carrying amount
using the rate of interest used to discount the future cash flows for the purpose of measuring the impairment
loss. Loans and receivables together with any associated allowance are written off when there is no realistic
prospect of future recovery and all collateral has been realised or has been transferred to the Group.
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If, in a subsequent period, the amount of the estimated impairment loss increases or decreases because of an
event occurring after the impairment was recognised, the previously recognised impairment loss is increased
or reduced by adjusting the allowance account. If a write-off is later recovered, the recovery is credited to the
statement of profit or loss.

Derecognition of financial assets

A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is
primarily derecognised (i.e., removed from the Group’s consolidated statement of financial position) when:

e the rights to receive cash flows from the asset have expired; or

e the Group has transferred its rights to receive cash flows from the asset or has assumed an obligation
to pay the received cash flows in full without material delay to a third party under a “pass-through”
arrangement; and either (i) the Group has transferred substantially all the risks and rewards of the asset,
or (i) the Group has neither transferred nor retained substantially all the risks and rewards of the asset,
but has transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset or has entered into a pass-
through arrangement, it evaluates if and to what extent it has retained the risk and rewards of ownership of
the asset. When it has neither transferred nor retained substantially all the risks and rewards of the asset nor
transferred control of the asset, the Group continues to recognise the transferred asset to the extent of the
Group's continuing involvement. In that case, the Group also recognises an associated liability. The transferred
asset and the associated liability are measured on a basis that reflects the rights and obligations that the Group
has retained.

Continuing involvement that takes the form of a guarantee over the transferred asset is measured at the lower
of the original carrying amount of the asset and the maximum amount of consideration that the Group could
be required to repay.

Financial liabilities

Initial recognition and measurement
Financial liabilities are classified, at initial recognition, as financial liabilities at fair value through profit or loss
or loans and borrowings, as appropriate.

All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings, net of
directly attributable transaction costs.

Subsequent measurement
The subsequent measurement of financial liabilities depends on their classification as follows:

Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include financial liabilities held for trading and financial
liabilities designated upon initial recognition as at fair value through profit or loss.
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0

(m)

Financial liabilities are classified as held for trading if they are acquired for the purpose of repurchasing in
the near term. This category includes derivative financial instruments entered into by the Group that are
not designated as hedging instruments in hedge relationships as defined by HKAS 39. Separated embedded
derivatives are also classified as held for trading unless they are designated as effective hedging instruments.
Gains or losses on liabilities held for trading are recognised in the statement of profit or loss. The net fair
value gain or loss recognised in the statement of profit or loss does not include any interest charged on these
financial liabilities.

Financial liabilities designated upon initial recognition as at fair value through profit or loss are designated at
the date of initial recognition and only if the criteria in HKAS 39 are satisfied.

Loans and borrowings

After initial recognition, interest bearing loans and borrowings are subsequently measured at amortised cost,
using the effective interest rate method unless the effect of discounting would be immaterial, in which case
they are stated at cost. Gains and losses are recognised in the statement of profit or loss when the liabilities
are derecognised as well as through the effective interest rate amortisation process.

Amortised cost is calculated by taking into account any discount or premium on acquisition and fees or costs
that are an integral part of the effective interest rate. The effective interest rate amortisation is recognised in
the statement of profit or loss.

Convertible bonds

The component of convertible bonds that exhibits characteristics of a liability is recognised as a liability in the
statement of financial position, net of transaction costs. On issuance of convertible bonds, the fair value of the
liability component is determined using a market rate for an equivalent non-convertible bond; and this amount
is carried as a long term liability on the amortised cost basis until extinguished on conversion or redemption.
The remainder of the proceeds is allocated to the conversion option that is recognised and included in
shareholders’ equity, net of transaction costs. The carrying amount of the conversion option is not remeasured
in subsequent years. Transaction costs are apportioned between the liability and equity components of the
convertible bonds based on the allocation of proceeds to the liability and equity components when the
instruments are first recognised.

Derecognition of financial liabilities

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

When 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 a recognition of a new liability, and the difference between the
respective carrying amounts is recognised in the statement of profit or loss.

Offsetting of financial instruments
Financial assets and financial liabilities are offset and the net amount is reported in the statement of financial

position if there is a currently enforceable legal right to offset the recognised amounts and there is an intention
to settle on a net basis, or to realise the assets and settle the liabilities simultaneously.
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Derivative financial instruments

Initial recognition and subsequent measurement

The Group uses derivative financial instruments, such as foreign currency option contracts, for trading purposes.
Such derivative financial instruments are initially recognised at fair value on the date on which a derivative
contract is entered into and are subsequently remeasured at fair value. Derivatives are carried as assets when
the fair value is positive and as liabilities when the fair value is negative.

Any gains or losses arising from changes in fair value of derivatives are taken directly to the statement of profit
or loss.

Current versus non-current classification

Derivative instruments that are not designated as effective hedging instruments are classified as current or
non-current or separated into current and non-current portions based on an assessment of the facts and
circumstances (i.e., the underlying contracted cash flows).

J Where the Group expects to hold a derivative as an economic hedge (and does not apply hedge
accounting) for a period beyond 12 months after the end of the reporting period, the derivative is
classified as non-current (or separated into current and non-current portions) consistently with the
classification of the underlying item.

J Embedded derivatives that are not closely related to the host contract are classified consistently with the
cash flows of the host contract.

. Derivative instruments that are designated as, and are effective hedging instruments, are classified
consistently with the classification of the underlying hedged item. The derivative instruments are
separated into current portions and non-current portions only if a reliable allocation can be made.

Revenue recognition

Revenue is recognised when it is probable that the economic benefits will flow to the Group and when the
revenue can be measured reliably, on the following bases:

(i) logistics and related services income, in the period in which such services are rendered;

(i)  interest income, on an accrual basis using the effective interest method by applying the rate that exactly
discounts the estimated future cash receipts over the expected life of the financial instrument or a shorter
period, when appropriate, to the net carrying amount of the financial asset;

(iii)  dividend income, when the shareholders’ right to receive payment has been established; and

(iv) net gain or loss from sale of investments at fair value through profit or loss, on the transaction dates
when the relevant contract notes are exchanged. The net gain or loss represents the differences between
the sale proceeds and the investment’s carrying amount. Any previously recognised fair value changes are
presented separately on the statement of profit or loss.
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(p)

(q)

Foreign currencies

These financial statements are presented in Hong Kong dollars, which is the Company’s functional currency.
Each entity in the Group determines its own functional currency and items included in the financial statements
of each entity are measured using that functional currency. Foreign currency transactions recorded by the
entities in the Group are initially recorded using their respective functional currency rates prevailing at the
dates of the transactions. Monetary assets and liabilities denominated in foreign currencies are translated at
the functional currency rates of exchange ruling at the end of the reporting period. Differences arising on
settlement or translation of monetary items are recognised in the statement of profit or loss. Non-monetary
items that are measured in terms of historical cost in a foreign currency are translated using the exchange rates
at the dates of the initial transactions.

The functional currencies of certain overseas subsidiaries and joint venture are currencies other than the Hong
Kong dollar. As at the end of the reporting period, the assets and liabilities of these entities are translated into
Hong Kong dollars at the exchange rates prevailing at the end of the reporting period and their statements of
profit or loss are translated into Hong Kong dollars at the weighted average exchange rates for the year. The
resulting exchange differences are recognised in other comprehensive income and accumulated in the exchange
equalisation reserve. On disposal of a foreign operation, the component of other comprehensive income
relating to that particular foreign operation is recognised in the statement of profit or loss.

Any goodwill arising on the acquisition of a foreign operation and any fair value adjustments to the carrying
amounts of assets and liabilities arising on acquisition are treated as assets and liabilities of the foreign
operation and translated at the closing rate.

For the purpose of the consolidated statement of cash flows, the cash flows of overseas subsidiaries are
translated into Hong Kong dollars at the exchange rates ruling at the dates of the cash flows. Frequently
recurring cash flows of overseas subsidiaries which arise throughout the year are translated into Hong Kong
dollars at the weighted average exchange rates for the year.

Income tax

Income tax comprises current and deferred tax. Income tax relating to items recognised outside profit or loss is
recognised outside profit or loss, either in other comprehensive income or directly in equity.

Current tax assets and liabilities 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/
jurisdictions in which the Group operates.

Deferred tax is provided, using the liability method, on all temporary differences at the end of the reporting
period between the tax bases of assets and liabilities and their carrying amounts for financial reporting
puUrposes.
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Deferred tax liabilities are recognised for all taxable temporary differences, except:

e when the deferred tax liability arises from the initial recognition of goodwill or an asset or liability in a
transaction that is not a business combination and, at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

e inrespect of taxable temporary differences associated with investments in subsidiaries and a joint venture,
when the timing of the reversal of the temporary differences can be controlled and it is probable that the
temporary differences will not reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible temporary differences, the carryforward of unused tax
credits and any unused tax losses. Deferred tax assets are recognised to the extent that it is probable that
future taxable profit will be available against which the deductible temporary differences, the carryforward of
unused tax credits and unused tax losses can be utilised, except:

e when the deferred tax asset relating to the deductible temporary differences arises from the initial
recognition of an asset or liability in a transaction that is not a business combination and, at the time of
the transaction, affects neither the accounting profit nor taxable profit or loss; and

e in respect of deductible temporary differences associated with investments in subsidiaries and a joint
venture, deferred tax assets are only recognised to the extent that it is probable that the temporary
differences will reverse in the foreseeable future and future taxable profit will be available against which
the temporary differences can be utilised.

The carrying amount of deferred tax assets is reviewed at the end of each reporting period and reduced to
the extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of the
deferred tax asset to be utilised. Unrecognised deferred tax assets are reassessed at the end of each reporting
period and are recognised to the extent that it has become probable that sufficient taxable profit will be
available to allow all or part of the deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when
the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period.

Deferred tax assets and deferred tax liabilities are offset if a legally enforceable right exists to set off current
tax assets against current tax liabilities and the deferred taxes relate to the same taxable entity and the same
taxation authority.

Operating leases

Leases where substantially all the rewards and risks of ownership of assets remain with the lessor are accounted
for as operating leases. Where the Group is the lessor, assets leased by the Group under operating leases are
included in non-current assets, and rentals receivable under the operating leases are credited to the statement
of profit or loss on the straight-line basis over the lease terms. Where the Group is the lessee, rentals payable
under operating leases net of any incentives received from the lessor are charged to the statement of profit or
loss on the straight-line basis over the lease terms.
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(s)

(t)

Employee benefits

Staff retirement schemes

The Group operates a defined contribution Mandatory Provident Fund retirement benefit scheme (the “MPF
Scheme”) under the Hong Kong Mandatory Provident Fund Schemes Ordinance for those employees who are
eligible to participate in the MPF Scheme. Contributions are made based on a percentage of the employees’
relevant income and are charged to the statement of profit or loss 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, except for the Group’s employer voluntary contributions, part or all of which
are refunded to the Group when the employee leaves employment prior to the contributions vesting with the
employee partly or fully, in accordance with the rules of the MPF Scheme.

The employees of the Group's subsidiaries which operate in Mainland China are required to participate in
a central pension scheme operated by the local municipal government. These subsidiaries are required to
contribute certain percentages of their payroll costs to the central pension scheme. The contributions are
charged to the statement of profit or loss as they become payable in accordance with the rules of the central
pension scheme.

Related parties

A party is considered to be related to the Group if:
(i) the party is a person or a close member of that person’s family and that person
(1) has control or joint control over the Group;
(2)  has significant influence over the Group; or
(3) is a member of the key management personnel of the Group or of a parent of the Group;
or
(i)  the party is an entity where any of the following conditions applies:
(1)  the entity and the Group are members of the same group;

(2) one entity is an associate or joint venture of the other entity (or of a parent, subsidiary or fellow
subsidiary of the other entity);

(3) the entity and the Group are joint ventures of the same third party;
(4) one entity is a joint venture of a third entity and the other entity is an associate of the third entity;

(5) the entity is a post-employment benefit plan for the benefit of employees of either the Group or an
entity related to the Group;
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(6) the entity is controlled or jointly controlled by a person identified in (i);

(7) a person identified in (i)(1) 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

(8) 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 parent of the Group.

Cash and cash equivalents

For the purpose of the consolidated statement of cash flows, cash and cash equivalents comprise cash on hand
and demand deposits, and short term highly liquid investments that are readily convertible into known amounts
of cash, are subject to an insignificant risk of changes in value, and have a short maturity of generally within
three months when acquired, less bank overdrafts which are repayable on demand and form an integral part of
the Group’s cash management.

For the purpose of the consolidated statement of financial position, cash and cash equivalents comprise cash
on hand and at banks, including term deposits, and assets similar in nature to cash, which are not restricted as
to use.

Provisions

A provision is recognised when a present obligation (legal or constructive) has arisen as a result of a past event
and it is probable that a future outflow of resources will be required to settle the obligation, provided that a
reliable estimate can be made of the amount of the obligation.

When the effect of discounting is material, the amount recognised for a provision is the present value at the
end of the reporting period of the future expenditures expected to be required to settle the obligation. The
increase in the discounted present value amount arising from the passage of time is recognised the statement
of profit or loss.

Borrowing costs

Borrowing costs directly attributable to the acquisition and construction of qualifying assets, i.e., assets that
necessarily take a substantial period of time to get ready for their intended use or sale, are capitalised as part
of the cost of those assets. The capitalisation of such borrowing costs ceases when the assets are substantially
ready for their intended use or sale. All other borrowing costs are expensed in the period in which they are
incurred. Borrowing costs consist of interest and other costs that an entity incurs in connection with the
borrowing of funds.
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The preparation of the Group’s financial statements requires management to make judgements, estimates and
assumptions that affect the reported amounts of revenues, expenses, assets and liabilities, and their accompanying
disclosures, and the disclosure of contingent liabilities. Uncertainty about these assumptions and estimates could
result in outcomes that could require a material adjustment to the carrying amounts of the assets or liabilities
affected in the future.

(a)

(b)

Judgements

In the process of applying the Group’s accounting policies, management has made the following judgements,
apart from those involving estimations, which have the most significant effect on the amounts recognised in
the financial statements:

Income taxes

The Group has exposure to income taxes in different jurisdictions. Significant judgement is involved in
determining the provision for income taxes. Determining income tax provisions involves judgement on the
future tax treatment of certain transactions and interpretation of tax rules. The Group carefully evaluates tax
implications of transactions and tax provisions are set up accordingly. The tax treatment of such transactions
is reconsidered periodically to take into account all changes in tax legislation, interpretations and practices in
respect thereof.

Estimation uncertainty

The key assumptions concerning the future and other key sources of estimation uncertainty at the end of the
reporting period, that have a significant risk of causing a material adjustment to the carrying amounts of assets
and liabilities within the next financial year, are described below.

Purchase price allocation of a business combination

The purchase price allocation of the Group’s business acquisition, as detailed in note 29(a) to the financial
statements, requires the determination of fair values of the considerations transferred, identifiable assets
acquired and liabilities assumed. The considerations transferred and net assets acquired, include amongst
others, the convertible bonds, contingent consideration receivable, intangible assets and a call option for the
purchase of companies holding certain land and buildings, of which their fair values are dependent on a range
of estimates including estimated volatility of the share price of the Company, estimated fair values of land
and buildings, estimated future cash flows, discount rates and interest rates. Given the uncertainties in the
estimation, the actual outcomes may be higher or lower than the estimated fair values of these items as at the
date of acquisition. Where the actual outcomes of these items are different from the amounts initially recorded,
such differences may impact the future financial results.
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Impairment of properties under development and goodwill

The Group determines whether properties under development and goodwill are impaired at least on an annual
basis. This requires an estimation of the value in use of the cash-generating unit to which the properties under
development and goodwill are allocated. The Group’s properties under development and goodwill are allocated
to property development cash-generating unit. Estimating the value in use requires the Group to make an
estimate of the expected future cash flows from the cash-generating units and also to choose a suitable
discount rate in order to calculate the present value of those cash flows. The carrying amounts of properties
under development and goodwill at 31st December, 2016 were HK$4,375,669,000 (2015 - HK$3,962,280,000)
and HK$235,090,000 (2015 - HK$235,090,000), respectively. Further details are given in notes 14 and 18 to
the financial statements.

Impairment of non-financial assets (other than goodwill)

The Group assesses whether there are any indicators of impairment for all non-financial assets at the end
of each reporting period. Non-financial assets are tested for impairment when there are indicators that the
carrying amounts may not be recoverable. An impairment exists when the carrying value of an asset or a cash-
generating unit exceeds its recoverable amount, which is the higher of its fair value less costs of disposal and
its value in use. The calculation of the fair value less costs of disposal is based on available data from binding
sales transactions in an arm'’s length transaction of similar assets or observable market prices less incremental
costs for disposing of the asset. When value in use calculations are undertaken, management must estimate the
expected future cash flows from the asset or cash-generating unit and choose a suitable discount rate in order
to calculate the present value of those cash flows.

Impairment of loans and receivables

The Group assesses at the end of each reporting period whether there is objective evidence that a loan/
receivable is impaired. To determine whether there is objective evidence of impairment, the Group considers
factors such as the probability of insolvency or significant financial difficulties of the debtor and default
or significant delay in payments. Where there is objective evidence of impairment, the amount and timing
of future cash flows are estimated based on historical loss experience for assets with similar credit risk
characteristics.

The Group maintains an allowance for estimated impairment of receivables arising from the inability of its
customers and debtors to make the required payments. The Group makes its estimates based on, inter alia,
the ageing of its receivable balances, customers’ and debtors’ creditworthiness, past repayment history and
historical write-off experience. If the financial condition of its customers and debtors was to deteriorate so that
the actual impairment loss might be higher than expected, the Group would be required to revise the basis of
making the allowance and its future results would be affected.

Allocation of construction cost on properties under development

Development costs of properties are recorded as properties under development during the construction stage
and will be transferred to properties held for sale upon completion. An apportionment of these costs will be
recognised in the statement of profit or loss upon the recognition of the sales of properties. Before the final
settlement of the development costs and other costs relating to the sale of the properties, these costs are
accrued by the Group based on management’s best estimate.

When developing properties, the Group may divide the development projects into phases. Specific costs directly
related to the development of a phase are recorded as the cost of such phase. Costs that are common to
phases are allocated to individual phases based on the estimated saleable area of the entire project.
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Where the final settlement of costs and the related cost allocation is different from the initial estimates, any
increase or decrease in the development costs and other costs would affect the profit or loss in future years.

Useftul lives of intangible assets with finite useful lives
Management determines the estimated useful lives of the Group’s intangible assets with finite lives for the
calculation of amortisation of intangible assets. This estimate is determined after considering the expected
period in which economic benefits can be generated from the intangible assets. Management reviews the
estimated useful lives on an annual basis and future amortisation charges are adjusted where management
believes the useful lives differ from previous estimates.

Fair value of financial instruments

When the fair values of financial assets and financial liabilities recorded in the statement of financial position
cannot be derived from active markets, their fair values are determined using valuation techniques including the
discounted cash flow model. The inputs to these models are taken from observable markets where possible, but
where this is not feasible, a degree of judgement is required in establishing fair values. The judgements include
considerations of inputs such as estimated volatility of the share price of the Company, expected future cash
flows, discount rates and interest rates. Changes in assumptions about these factors could affect the reported
fair value of financial instruments.

For management purposes, the Group is organised into business units based on their products and services and has
three reportable operating segments as follows:

(@)  the property development and investment segment comprises the development and sale of properties and the
leasing of properties;

(b) the financial assets investments segment engages in trading of financial assets at fair value through profit or
loss and other financial assets investments; and

() the logistics operations segment engages in the provision of logistics and related services.

Management monitors the results of the Group's operating segments separately for the purpose of making decisions
about resources allocation and performance assessment. Segment performance is evaluated based on reportable
segment profit/(loss), which is a measure of adjusted profit/(loss) before tax. The adjusted profit/(loss) before tax is
measured consistently with the Group's loss before tax except that certain interest income, finance costs, head office
and corporate gains and expenses are excluded from such measurement.

Segment assets exclude restricted cash, time deposits, cash and bank balances, tax recoverable and other unallocated
head office and corporate assets as these assets are managed on a group basis.

Segment liabilities exclude convertible bonds, derivative financial instruments in relation to convertible bonds, tax
payable, deferred tax liabilities and other unallocated head office and corporate liabilities as these liabilities are
managed on a group basis.
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Notes to Financial Statements (contq)

Geographical information

(@)  Revenue from external customers

2016 2015
HK$'000 HK$'000
Hong Kong 9,748 9,152
Mainland China 13,930 -
23,678 9,152

The revenue information above is based on the locations of the customers.

(b)  Non-current assets

2016 2015
HK$'000 HK$'000
Hong Kong 1,442 1,841
Mainland China 1,723,513 2,214,997
1,724,955 2,216,838

The non-current assets information above is based on the locations of the assets and excludes financial
instruments.

Information about major customer

No further information about major customer is presented as no more than 10% of the Group's revenue was derived
from sales to any single customer.

Revenue and other income are analysed as follows:

2016 2015
HK$’000 HK$'000
Revenue
Logistics and related services income 13,930 -
Net gain from sale/settlement of financial assets at
fair value through profit or loss 3,279 2,855
Dividend income from listed investments 5,490 5,071
Interest income from corporate bonds 979 1,226
23,678 9,152
Other income
Bank interest income 3,863 2,091
Others 14,434 751
18,297 2,842
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Notes to Financial Statements (contq)

Loss before tax is arrived at after charging/(crediting):

2016 2015
HK$'000 HK$'000
Cost of services provided 7,597 -
Depreciation 12,693 4,575
Amortisation of intangible assets 9,181 -
Less: Depreciation capitalised in properties under development (92) (101)
21,782 4,474
Loss on disposal of items of property, plant and equipment 16 10
Impairment loss on property under development - 57,000
Employee benefit expense* (exclusive of Directors’
remuneration as disclosed in note 8):
Salaries, wages and allowances 31,887 29,473
Staff retirement scheme contributions 3,542 3,861
Less: Forfeited contributions - (106)
35,429 33,228
Less: Staff costs capitalised in respect of property development projects:
Salaries, wages and allowances (10,762) (11,962)
Staff retirement scheme contributions (1,472) (1,721)
23,195 19,545
Auditor’s remuneration 1,882 1,406
Minimum lease payments under operating leases
in respect of land and buildings 3,728 2,624
Fair value losses/(gains) on financial assets
at fair value through profit or loss, net
- held for trading 5,201 6,172
- contingent consideration receivable (1,118) -
— derivative instruments - convertible bonds (48,953) 146,415
— derivative instruments - other transactions not qualifying as hedges - 2,824
(44,870) 155,411
Loss arising from the modification of the terms of convertible bonds 12,479 -
Foreign exchange differences, net 2,173 4,651
Recovery of deposit paid for acquisition of a subsidiary (14,404) -
Gain on bargain purchase (3,073) -
* Inclusive of an amount of HK$2,420,000 (2015 - Nil) classified under the cost of services provided.
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2016 2015

HK$'000 HK$'000

Interest expenses on convertible bonds 39,621 33,468
Interest on bank loans - 56
Interest on other borrowings 20,527 -
Interest on other payables 109,894 144,095
170,042 177,619

Less: Finance costs capitalised (65,333) (68,635)
104,709 108,984

Directors’ remuneration for the year, disclosed pursuant to the Listing Rules, section 383(1)(a), (b), (c) and (f) of
the Hong Kong Companies Ordinance and Part 2 of the Companies (Disclosure of Information about Benefits of
Directors) Regulation, is as follows:

2016 2015

HK$’000 HK$'000

Fees 2,296 1,893
Other emoluments:

Salaries, allowances and benefits in kind 5,840 5,623

Performance related/discretionary bonuses 725 708

Staff retirement scheme contributions 305 289

9,166 8,513

With effect from 1st July, 2016, the fee payable to each Director has been revised from HK$100,000 per annum to
HK$150,000 per annum.

In addition, the fees payable to the Directors for serving as members of each of the following Board Committees of
the Company have also been revised with effect from 1st July, 2016:

- from HK$100,000 per annum to HK$150,000 per annum as the chairman of the Audit Committee;
- from HK$50,000 per annum to HK$100,000 per annum as a member of the Audit Committee;
- from HK$30,000 per annum to HK$50,000 per annum as a member of the Nomination Committee; and

- from HK$30,000 per annum to HK$50,000 per annum as a member of the Remuneration Committee.
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(a)

Non-executive director and independent non-executive directors

The fees paid to non-executive director and independent non-executive directors during the year were as

follows:
2016 2015
HK$'000 HK$'000
Non-executive director:
Mr. Francis Bong Shu Ying 125 100
Independent non-executive directors:
Ms. Judy Chen Qing, JP* - 113
Ms. Alice Kan Lai Kuen 281 210
Mr. Lee Choy Sang 281 210
Mr. David Li Ka Fai 331 260
Hon Abraham Shek Lai Him, GBS, JP 241 180
1,259 1,073

Ms. Judy Chen Qing, JP resigned as an independent non-executive director and a member of the Audit Committee of
the Company with effect from 2nd October, 2015.

For the year ended 31st December, 2016, the Directors’ fees entitled by the non-executive director and the
independent non-executive directors of the Company also included a fee for serving as members of the Audit
Committee (HK$100,000 per annum and HK$50,000 per annum as its chairman and a member, respectively, from
1st January, 2016 to 30th June, 2016 and HK$150,000 per annum and HK$100,000 per annum as its chairman and
a member, respectively, from 1st July, 2016 to 31st December, 2016), the Nomination Committee (HK$30,000 per
annum from 1st January, 2016 to 30th June, 2016 and HK$50,000 per annum from 1st July, 2016 to 31st December,
2016) and the Remuneration Committee (HK$30,000 per annum from 1st January, 2016 to 30th June, 2016 and
HK$50,000 per annum from 1st July, 2016 to 31st December, 2016) of the Company, where applicable, amounted to
HK$1,259,000.

For the year ended 31st December, 2015, the Directors’ fees entitled by the non-executive director and the
independent non-executive directors of the Company also included a fee for serving as members of the Audit
Committee (HK$100,000 per annum and HK$50,000 per annum as its chairman and a member, respectively), the
Nomination Committee (HK$30,000 per annum) and the Remuneration Committee (HK$30,000 per annum) of the
Company, where applicable, amounted to HK$1,073,000.

There were no other emoluments payable to the non-executive director and independent non-executive
directors during the year (2015 - Nil).
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(b)  Executive directors

Salaries, Performance Staff
allowances related/  retirement
and benefits discretionary scheme Total
Fees in kind bonuses contributions remuneration
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(Notes)

2016
Mr. Lo Yuk Sui 206 912 152 91 1,361
Mr. Jimmy Lo Chun To 125 1,008 80 48 1,261
Miss Lo Po Man 125 360 60 36 581
Mr. Kenneth Wong Po Man 125 423 88 42 678
Mr. Kelvin Leung So Po 125 372 78 36 611
Mr. Daniel Bong Shu Yin# 206 2,295 200 18 2,719
Mr. Kenneth Ng Kwai Kai 125 470 67 34 696
1,037 5,840 725 305 7,907

2015
Mr. Lo Yuk Sui 160 868 150 86 1,264
Mr. Jimmy Lo Chun To 100 982 76 45 1,203
Miss Lo Po Man 100 340 57 34 531
Mr. Kenneth Wong Po Man 100 398 84 40 622
Mr. Kelvin Leung So Po 100 348 73 35 556
Mr. Daniel Bong Shu Yin# 160 2,295 200 17 2,672
Mr. Kenneth Ng Kwai Kai 100 392 68 32 592
820 5,623 708 289 7,440

Notes:

# Mr. Daniel Bong Shu Yin passed away on 14th February, 2017.

- For the year ended 31st December, 2016, the fees entitled by Mr. Lo Yuk Sui and Mr. Daniel Bong Shu Yin also
included a fee of HK$30,000 per annum from 1st January, 2016 to 30th June, 2016 and HK$50,000 per annum
from 1st July, 2016 to 31st December, 2016 for serving as a member of each of the Nomination Committee and the
Remuneration Committee of the Company.

- For the year ended 31st December, 2015, the fees entitled by Mr. Lo Yuk Sui and Mr. Daniel Bong Shu Yin also
included a fee of HK$30,000 per annum for serving as a member of each of the Nomination Committee and the
Remuneration Committee of the Company.

There was no arrangement under which a Director waived or agreed to waive any remuneration during the year
(2015 - Nil).
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The five highest paid individuals during the year included three (2015 - three) Directors, details of whose
remuneration are disclosed in note 8 to the financial statements. Details of the remuneration for the year of the
remaining two (2015 - two) highest paid individuals, who were neither Directors nor chief executive of the Company,
are as follows:

2016 2015

HKS$'000 HK$'000

Salaries, allowances and benefits in kind 1,454 1,770
Performance related/discretionary bonuses 470 204
Staff retirement scheme contributions 102 102
2,026 2,076

The emoluments of the remaining two (2015 - two) individuals fell within the following bands:

2016 2015

Number of Number of

individuals individuals

HK$500,001 to HK$1,000,000 1 1
HK$1,000,001 to HK$1,500,000 1 1
2 2

2016 2015

HK$'000 HK$'000

Current — Overseas

Charge for the year 2,071 -
Deferred (note 26) (2,295) (14,250)
Total tax credit for the year (224) (14,250)

No provision for Hong Kong profits tax has been made as the Group did not generate any assessable profits arising
in Hong Kong during the year (2015 - Nil).

Taxes on the profits of subsidiaries operating overseas are calculated at the rates prevailing in the respective
jurisdictions in which they operate.
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A reconciliation of the tax credit applicable to loss before tax at the statutory rates for the jurisdictions in which the
Company and the majority of its subsidiaries are domiciled to the tax credit at the Group's effective tax rates is as

follows:

2016

Loss before tax

Tax at the statutory tax rate

Profit attributable to a joint venture
Income not subject to tax

Expenses not deductible for tax

Tax losses not recognized during the year
Others

Tax credit at the Group's effective rate

2015

Loss before tax

Tax at the statutory tax rate

Profit attributable to a joint venture
Income not subject to tax

Expenses not deductible for tax

Tax losses not recognized during the year
Others

Tax credit at the Group's effective rate

Hong Kong
HK$'000

(56,763)

(9,366)

(3,796)

(12,297)
21,771
3,643
45

Hong Kong
HK$'000

(257,642)

(42,511)

(4,912)

(1,855)
44,001
5,228
49

Mainland
China
% HK$'000

(59,880)

16.5 (14,970)

(885)
15,631

(224)

Mainland
China
% HK$'000

(101,546)

16.5 (25,386)

(311)
11,447

(14,250)

%

25.0

25.0

Total
HK$'000

(116,643)

(24,336)

(3,796)

(13,182)
37,402
3,643
45

(224)

Total
HK$'000

(359,188)

(67,897)

(4,912)

(2,166)
55,448
5,228
49

(14,250)

No provision for tax was required for the joint venture as no assessable profits were earned by the joint venture

during the year ended 31st December, 2016 (2015 - Nil).
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No dividend was paid or proposed during the year ended 31st December, 2016, nor has any dividend been proposed
since the end of the reporting period (2015 - Nil).

Basic loss per share

The calculation of the basic loss per share is based on the loss for the year attributable to equity holders of the
parent of HK$115,253,000 (2015 - HK$344,938,000) and on the weighted average of 6,596,414,000 (2015 -
6,596,414,000) shares of the Company in issue during the year ended 31st December, 2016 (including ordinary
shares and convertible preference shares).

Diluted loss per share

The calculation of the diluted loss per share is based on the loss for the year attributable to equity holders of
the parent, adjusted to reflect the fair value gain on derivative financial instruments in relation to convertible
bonds of HK$51,735,000. The weighted average number of shares used in the calculation is the aggregate of
the number of ordinary shares and convertible preference shares in issue during the year, as used in the basic
loss per share calculation, and the weighted average number of 973,361,000 shares assumed to have been
issued at no consideration on the deemed exercise or conversion of all dilutive potential ordinary shares into
ordinary shares.

No adjustment has been made to the loss per share amount presented for the year ended 31st December, 2015
in respect of a dilution, as the impact of the convertible bonds outstanding during the year had an anti-dilutive
effect on the loss per share amount presented.
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Furniture,
Leasehold fixtures and Motor  Construction
Buildings  improvements equipment vehicles in progress Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$°000
31st December, 2016
At 31st December, 2015 and
at 1st January, 2016:
Cost 30,700 4,926 3,470 1,641 2,998 43,735
Accumulated depreciation (2,558) (1,944) (1,334) (746) - (6,582)
Net carrying amount 28,142 2,982 2,136 895 2,998 37,153
At 1st January, 2016, net of
accumulated depreciation 28,142 2,982 2,136 895 2,998 37,153
Acquisition of subsidiaries (note 29(a)) - 3,111 79 - - 3,190
Additions 72 853 810 - - 1,735
Transfer 2,963 - - - (2,963) -
Transfer to properties under
development (note 14) (2,053) - - - - (2,053)
Depreciation provided during the year (10,441) (1,203) (715) (334) - (12,693)
Write-off/disposals - (116) (38) - - (154)
Write-back of depreciation upon
write-off/disposals - 116 22 - - 138
Exchange realignment (1,365) (242) (124) (37) (35) (1,803)
At 31st December, 2016, net of
accumulated depreciation 17,318 5,501 2,170 524 - 25,513
At 31st December, 2016:
Cost 29,662 8,428 4,099 1,546 - 43,735
Accumulated depreciation (12,344) (2,927) (1,929) (1,022) - (18,222)
Net carrying amount 17,318 5,501 2,170 524 - 25,513
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Furniture,
Leasehold fixtures and Motor  Construction
Buildings  improvements equipment vehicles in progress Total
HK$'000 HK$'000 HK$'000 HKS$'000 HK$'000 HK$'000
31st December, 2015
At 1st January, 2015:
Cost - 4,538 2,601 1,744 9,287 18,170
Accumulated depreciation - (981) (947) (438) - (2,366)
Net carrying amount - 3,557 1,654 1,306 9,287 15,804
At 1st January, 2015, net of
accumulated depreciation - 3,557 1,654 1,306 9,287 15,804
Additions - 530 1,156 - 25,962 27,648
Transfer 31,993 - - - (31,993) -
Depreciation provided during the year (2,666) (1,026) (529) (354) - (4,575)
Write-off/disposals - - (115) 9) - (124)
Write-back of depreciation upon
write-off/disposals - - 82 8 - 90
Exchange realignment (1,185) (79) (112) (56) (258) (1,690)
At 31st December, 2015, net of
accumulated depreciation 28,142 2,982 2,136 895 2,998 37,153
At 31st December, 2015:
Cost 30,700 4,926 3,470 1,641 2,998 43,735
Accumulated depreciation (2,558) (1,944) (1,334) (746) - (6,582)
Net carrying amount 28,142 2,982 2,136 895 2,998 37,153
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Properties under development are analysed as follows:

2016 2015

HK$'000 HK$’000

Balance at 1st January 3,962,280 3,684,761
Additions 566,073 457,583
Transfer from property, plant and equipment (note 13) 2,053 -
Impairment - (57,000)
Exchange realignment (154,737) (123,064)
Balance at 31st December 4,375,669 3,962,280
Portion included in current assets (3,082,705) (2,664,931)
Non-current portion 1,292,964 1,297,349

Properties under development included under current assets expected to be completed within normal operating cycle
and recovered:

2016 2015

HK$'000 HK$'000

Within one year 2,045,036 -
After one year 1,037,669 2,664,931
3,082,705 2,664,931

During the year ended 31st December, 2015, an impairment loss of HK$57,000,000 in respect of a hotel property
under development located in Chengdu, the PRC was charged to the consolidated statement of profit or loss to write
down the hotel property under development to its net realisable value.

As at 31st December, 2016, included in deposits received is an aggregate amount of HK$1,556,555,000 (2015 -
HK$311,181,000) representing sales receipts in advance from buyers in connection with pre-sale of properties.
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2016 2015
HK$'000 HK$"000
Share of net assets 2,434 575,639
Particulars of the Group's joint venture are as follows:
Place of Particulars Percentage of equity
incorporation/ of issued interest attributable Principal
Name business shares held to the Group activity
2016 2015
Faith Crown Holdings British Virgin Islands Ordinary shares of 50 50  Investment
Limited ("“Faith Crown”) US$1 each holding

The joint venture is indirectly held by the Company.

Faith Crown is considered a material joint venture of the Group and is accounted for using the equity method.

The following table illustrates the summarised financial information in respect of Faith Crown adjusted for any
differences in accounting policies and reconciled to the carrying amount in the financial statements:

2016 2015

HK$'000 HK$'000

Non-current assets 45,505 1,174,132

Current assets - 17,782

Current liabilities (40,637) (40,637)

Net assets 4,868 1,151,277
Reconciliation to the Group's interest in the joint venture:

Proportion of the Group’s ownership 50% 50%

Group's share of net assets of the joint venture and

carrying amount of the investment 2,434 575,639

2016 2015

HK$'000 HK$"000

Interest income 46,017 59,543

Profit and total comprehensive income for the year 46,013 59,539

Dividend received by the Group from Faith Crown 604,580 29,770
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The contingent consideration receivable represents a priority right to receive dividends up to an aggregate of
RMB48,000,000 (HK$53,357,000), before allocation of profits to the non-controlling shareholder, in relation to the
profits generated by the acquired companies from the acquisition of logistics operations described in note 29(a). The
fair value of the contingent consideration receivable as at the acquisition date of 31st May, 2016 was HK$9,150,000.

The fair value of the contingent consideration receivable as at 31st December, 2016 was based on a valuation
performed by Grant Sherman Appraisal Limited, an independent firm of professionally qualified valuers, at
HK$10,268,000. The valuation was determined using the discounted cash flow model and is within Level 3 fair value
measurement.

The contingent consideration receivable is not expected to be recovered within twelve months and, accordingly, it is
classified as a non-current asset as at 31st December, 2016.

Notes 2016 2015
HK$'000 HK$'000

Non-current
Prepayments (a) 66,827 71,607
Deposits 116 -
66,943 71,607

Current

Trade debtors (b) 6,459 -
Prepayments 130,378 17,098
Deposits 1,169 1,141
Other receivables 24,792 18,083
162,798 36,322

None of the above assets is either past due or impaired except for the trade debtors which is further analysed
below in note (b). The financial assets included in the above balances related to trade debtors, deposits and other
receivables for which there was no recent history of default.

Notes:

(@) The amount related to the costs incurred in relation to a re-forestation project in Urumagi, Xinjiang Uygur
Autonomous Region, the PRC. In accordance with the prevailing relevant policies and regulations, upon the
agreed completion (and had been certified by the relevant government authorities) of re-forestation works in
respect of that land, as well as the completion of the land listing and tender procedures in accordance with the
relevant rules and regulations, the Group shall be either entitled to the land use right of 30% of the overall
project area of such land for development purposes or reimbursed for the costs incurred in the re-forestation
project.
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In the prior years, the Group completed the milestones required by the relevant PRC government authorities
and obtained affirmations to confirm the fulfillments of the conditions agreed with the relevant policies and
regulations. Despite the delay in the progress of the re-forestation works, based on the latest legal opinion
obtained, the legitimate interests of the Group in this re-forestation and land grant contract remain valid and
effective and the Directors of the Company are of the opinion that costs incurred for the re-forestation works
are fully recoverable in future in accordance with the applicable policies and regulations.

Trade debtors, which generally have credit terms of 30 to 90 days, are recognised and carried at their original
invoiced amounts less impairment which is made when collection of the full amounts is no longer probable.
Bad debts are written off as incurred.

The Group seeks to maintain strict control over its outstanding receivables and overdue balances are reviewed
regularly by senior management. The Group does not hold any collateral or other credit enhancements over
these balances.

The aged analysis of the trade debtors of the Group as at the end of the reporting period, based on the invoice
date, is as follows:

2016 2015
HK$'000 HK$'000

Outstanding balances with ages:
Within 3 months 5,229 -
Between 4 to 6 months 901 -
Between 7 to 12 months 329 -
6,459 -

The aged analysis of the trade debtors that are not considered to be impaired is as follows:

2016 2015

HK$'000 HK$'000

Neither past due nor impaired 5,229 -
Less than 3 months past due 901 -
4 to 6 months past due 329 -
6,459 -

Trade debtors that were neither past due nor impaired relate to a number of diversified customers for whom
there was no recent history of default.

Trade debtors that were past due but not impaired relate to a number of diversified independent customers
that have a good track record with the Group. Based on past experience, the Directors of the Company are of
the opinion that no provision for impairment is necessary in respect of these balances as there has not been a
significant change in credit quality and the balances are still considered fully recoverable.
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2016 2015

HK$’000 HK$'000

Cost and carrying amount at 1st January 235,090 234,522
Acquisition of subsidiaries (note 29(b)) - 568
Cost and carrying amount at 31st December 235,090 235,090

No impairment was made on the goodwill as at 31st December, 2016 and 2015.

Impairment testing of goodwill

Goodwill acquired through business combinations is allocated to the property development cash-generating unit
for impairment testing. The recoverable amount of the property development cash-generating unit has been
determined based on a value in use calculation using cash flow projections from financial budgets approved by senior
management covering a five-year period. The projected cash flows have been prepared to reflect the development
plan of the property development projects, comprising residential, commercial and hotel buildings. The discount rate
applied to the cash flow projections is 19.5% (2015 - 18.8%).

Assumptions were used in the value in use calculation of the property development cash-generating unit for the
years ended 31st December, 2016 and 31st December, 2015. The following describes each key assumption on which
management has based its cash flow projections to undertake impairment testing of goodwill:

Discount rate - Discount rate used is before tax and represents the current market assessment of the risks specific
to the property development cash-generating unit, taking into consideration the time value of money and individual
risks of the underlying assets that have not been incorporated in the cash flow estimates. The discount rate
calculation is based on the specific circumstances of the Group and its operating segments and is derived from its
weighted average cost of capital (“WACC"). The WACC takes into account both debt and equity. The cost of equity
is derived from the expected return on investment by the Group's investors. The cost of debt is based on the interest
bearing borrowings the Group is obliged to service. Segment-specific risk is incorporated by applying individual beta
factors. The beta factors are evaluated annually based on publicly available market data.

Construction materials price inflation - The basis used to determine the construction materials price inflation is the
forecast price indices during the budget year for Mainland China from where the raw materials are sourced.

The values assigned to the key assumptions on market development of property development industry, discount rate
and construction materials price inflation are consistent with external information sources.
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Non-compete Favourable
and consultancy Backlog lease
arrangements contracts agreement Total
31st December, 2016
Cost at 1st January, 2016,
net of accumulated amortisation - - - -
Acquistion of subsidiaries (note 29(a)) 55,370 4,375 49,413 109,158
Amortisation provided during the year (4,342) (1,425) (3,414) (9,181)
Exchange realignment - (200) (2,701) (2,901)
At 31st December, 2016 51,028 2,750 43,298 97,076
At 31st December, 2016:
Cost 55,370 4125 46,592 106,087
Accumulated amortisation (4,342) (1,375) (3,294) (9,011)
Net carrying amount 51,028 2,750 43,298 97,076
2016 2015
HK$’000 HK$'000
Listed equity investments, at market value 151,690 170,371
Listed debt investments, at market value 23,456 24,198
175,146 194,569

The above equity and debt investments at 31st December, 2016 and 2015 were classified as held for trading.
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Pursuant to relevant regulations in the PRC, certain property development companies of the Group are required to
retain a certain amount of pre-sale proceeds received at designated bank accounts as guarantee deposits for the
construction costs of the relevant properties. As at 31st December, 2016, such guarantee deposits amounted to
approximately HK$368,604,000 (2015 - HK$131,330,000) which can only be used for the payment of construction
costs of the relevant properties and will be released after approval by the relevant authorities.

2016 2015
Notes HK$'000 HK$'000
Non-current
Loan from a non-controlling shareholder (a) 1,660 -
Due to a joint venture (b) 22,753 -
Deferred income 8,369 -
32,782 -
Current
Creditors () 144,969 218,981
Accruals 19,674 14,507
Due to an intermediate holding company (d) - 4,753
Due to fellow subsidiaries (d) 21,307 21,475
Due to a joint venture (d) - 17,781
185,950 277,497
Notes:

(@  The loan from a non-controlling shareholder is unsecured, interest-free and not repayable within twelve months
from the end of the reporting period.

(b)  The amount due to a joint venture represents outstanding interest payable on advances from the joint venture
which is unsecured, interest-free and not repayable within twelve months from the end of the reporting period.
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Included in the balance is an amount of HK$855,000 (2015 - Nil) representing the trade creditors of the Group.
The aged analysis of these creditors as at the end of the reporting period, based on the invoice date, is as
follows:

2016 2015
HK$'000 HK$'000

Outstanding balances with ages:
Within 3 months 514 -
Between 4 to 6 months 229 -
Between 7 to 12 months 112 -
855 -

As at 31st December, 2016, except for an aggregate amount of HK$780,000 included in the amounts due to
fellow subsidiaries which is unsecured, interest-free and has no fixed terms of repayment, the amount due to
a fellow subsidiary of HK$20,527,000 represents the accrued interest on the other borrowings and is secured
by the pledge over the equity interests in the relevant holding companies of the Group’s property development
projects and repayable within one year.

As at 31st December, 2015, except for an aggregate amount of HK$978,000 included in the amounts due
to fellow subsidiaries which was unsecured, interest free and had no fixed terms of repayment, the amounts
due to an intermediate holding company, a fellow subsidiary and a joint venture in an aggregate amount
of HK$43,031,000 represented the accrued interest on the other payables and were secured by the pledge
over the equity interests in the relevant holding companies of the Group’s property development projects and
repayable within one year.
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2016 2015
HK$'000 HK$'000

Non-current
Other borrowings 1,350,000 -

Current

Due to an intermediate holding company - 318,318
Due to a fellow subsidiary - 1,372,711
Due to a joint venture - 1,190,872
Other borrowings 500,000 -
500,000 2,881,901

Other payables at 31st December, 2015 were secured by the pledge over the equity interests in the relevant holding
companies of the Group's property development projects and bore interest at 5% per annum. The amounts were due
on 13th September, 2016 and were fully settled during the year.

Other borrowings, comprising term loan of HK$1,350 million and revolving loan of HK$500 million from a fellow
subsidiary to settle part of the other payables, are secured by the pledge over the equity interests in the relevant
holding companies of the Group’s property development projects and bear interest at 5% per annum. The loans are
repayable on 12th October, 2021 but the revolving loan of HK$500 million is classified as a short term borrowing.

LIABILITIES
2016 2015
HK$'000 HK$'000
Non-current
Derivative financial instruments in relation to
convertible bonds (note 25) - 177,361
Current
Foreign currency option contracts - 2,824

As at 31st December, 2015, the Group had entered into foreign currency option contracts which were not
designated for hedging purposes and were measured at fair value through profit or loss. A fair value loss on non-
hedging foreign currency option contracts of HK$2,824,000 was charged to the consolidated statement of profit or
loss during the year ended 31st December, 2015.
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As at 31st December, 2016, the Group has issued a total of five (2015: one) tranches of convertible bonds. Further

details of the convertible bonds are set out as follows:

Purpose:

Convertible bonds; (B2017  Extended CB 2017
(note (3)) (note (a)

Issue date: 18th August, 2014 11th October, 2016*

Maturity date: 18th August, 2017 18th August, 2021

Principal amount: HK$500,000,000 HK$500,000,000

Coupon interest: 2.5% per annum,

payable semi annually

2.5% per annum,

Initial conversion price HK$0.35 per share  HK$0.35 per share
to ordinary shares (subject to (subject to
of the Company; adjustment) adjustment)

Conversion period: At any time from Extended to

25th August, 2014
to 11th August, 2017

11th August, 2021

Maximum number of shares 1,428,571,000 1,428,571,000
of the Company to be
converted based on initial
conversion price:

Status as at Replaced by Extended No conversion
31st December, 2016: (B 2017 happened

Redemption:
amounts.

* Being the effective date of extension of CB 2017.

To provide additional capital to the Group

Optional CB 2021A

(note (b))

12th October, 2016
18th August, 2021
HK$330,000,000

3.5% per annum,
payable semi annually ~payable semi annually

HK$0.40 per share

(subject to
adjustment)

At any time from
19th October, 2016
to 11th August, 2021

825,000,000

No conversion
happened

Optional CB 20218
(note (b))

30th December, 2016
18th August, 2021
HK$170,000,000

3.5% per annum,
payable semi annually

HK$0.40 per share
(subject to
adjustment)

At any time from
6th January, 2017
to 11th August, 2021

425,000,000

No conversion
happened

To finance the Group's business acquisition

as detailed in note 29(a) to
the financial statements

(B 2020A
(note (c))

(B 20208

(note (c)
31st May, 2016 31st May, 2016

31st May, 2020 31st May, 2020

HK$23,800,000 HK$33,250,000
Nil Nil

HK$0.35 per share  HK$0.35 per share
(subject to (subject to
adjustment) adjustment)
Atany time from At any time from

7th June, 2016
to 24th May, 2020

7th June, 2016
to 24th May, 2020

68,000,000 95,000,000
No conversion No conversion
happened happened

If any of the convertible bonds have not been converted, they will be redeemed on the maturity date at 100% of their outstanding principal
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Notes to Financial Statements (contq)

CB 2017 and Extended CB 2017

On 18th August, 2014, the Company’s wholly owned subsidiary, Apex Team Limited (“Apex Team”), issued
convertible bonds with the principal amount of HK$500,000,000 (“CB 2017") with a maturity date on 18th
August, 2017. Options were also granted by the Group to the holder to subscribe for other convertible bonds
in an additional principal amount of up to HK$500,000,000 (“Optional CB 2017") with an expiry date of 90
days prior to the maturity date of Optional CB 2017 on 18th August, 2017.

As part of the refinancing arrangements described in note 1 to the financial statements, on 4th August, 2016,
the Group entered into a deed of variation with the holder to extend the maturity date of CB 2017 from
18th August, 2017 to 18th August, 2021 with no amendments to other terms (“Extended CB 2017"). The
above modification (the “Modification”) was approved by independent shareholders of the Company on 11th
October, 2016.

At the date of modification, the fair value of the original CB 2017 was HK$506,060,000. Upon modification,
the original CB 2017 was extinguished and the Extended CB 2017 at a fair value of HK$625,522,000 was
recognised. As a result, a loss of approximately HK$12,479,000 was recognised in profit or loss during the year
ended 31st December, 2016 and an aggregate amount of HK$119,462,000 was debited to the capital reserve.

CB 2017 and Extended CB 2017 contain three components: equity component, liability component and
embedded derivative financial liabilities in respect of the subscription options for convertible bonds (i.e.
Optional CB 2017/Optional CB 2021 (as defined hereinafter)). The fair value of the liability component was
estimated at the issuance date using an equivalent market interest rate for a similar bond without conversion
option. The residual amount is assigned as the equity component and is included in reserve. The subscription
options embedded in the convertible bonds were recognised as derivative financial instruments and were
measured at fair value on initial recognition and remeasured at the end of each subsequent reporting period.
The effective interest rates of the liability component of CB 2017 and Extended CB 2017 are 7.58% and 6.61%,
respectively.

Optional CB 2021A and Optional CB 2021B

In connection with the Modification, the options to subscribe for Optional CB 2017 were also replaced by new
options to subscribe for other convertible bonds with an extended maturity date from 18th August, 2017 to
18th August, 2021 ("Optional CB 2021"). The options to subscribe for Optional CB 2021 with the principal
amounts of HK$330,000,000 ("Optional CB 2021A") and HK$170,000,000 (“Optional CB 2021B") were
exercised on 12th October, 2016 and 30th December, 2016, respectively.

Optional CB 2021A and Optional CB 2021B contain two components: equity component and liability
component. The fair values of the liability component were estimated at the issuance dates using an equivalent
market interest rate for a similar bond without conversion option. The residual amount is assigned as the equity
component and is included in reserve. The effective interest rates of the liability component of Optional CB
2021A and Optional CB 2021B are 6.52% and 7.09%, respectively.
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(c) CB 2020A and CB 2020B

On 31st May, 2016, Apex Team issued convertible bonds with the principal amounts of HK$23,800,000 (“CB
2020A") and HK$33,250,000 (“CB 2020B") as part of the considerations for a business acquisition detailed in
note 29(a) to the financial statements.

CB 2020A and CB 2020B contain two components: equity component and liability component. The fair value of
the liability component was estimated at the issuance date using an equivalent market interest rate for a similar
bond without conversion option. The residual amount is assigned as the equity component and is included in
reserve. The effective interest rate of the liability component of CB 2020A and CB 2020B is 8.68%.

The fair value of CB 2020A and CB 2020B as at the issuance date was in an aggregate amount of
HK$60,643,000.

The convertible bonds as at 31st December, 2015 represented CB 2017 only.
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The movements of the equity component, liability component and derivative financial instruments of the convertible

bonds are as follows:

At 1st January, 2015

Fair value change (note 6)
Interest expenses (note 7)
Interest paid

At 31st December, 2015 and
at 1st January, 2016

Issue of convertible bonds arising from
acquisition of subsidiaries
(notes 25(c) and 29(a))

Modification of the terms of convertible bonds:

- Loss arising from the modification of
the terms of original convertible
bonds (note 25(a))
- Extinguishment of original convertible
bonds upon modification of terms
(note 25(a))
- Recognition of convertible bonds upon
modification of terms (note 25(a))
Exercise of options to subscribe
for convertible bonds (note 25(b))
Fair value change (note 6)
Interest expenses (note 7)
Interest paid

At 31st December, 2016

Derivative
Equity Liability financial
component component instruments Total
HK$ 000 HK$'000 HK$'000 HK$'000
11,748 446,223 30,946 488,917
- - 146,415 146,415
- 33,468 - 33,468
- (12,500) - (12,500)
11,748 467,191 177,361 656,300
31,657 28,986 - 60,643
- 12,479 - 12,479
(11,748) (494,312) - (506,060)*
207,186 418,336 - 625,522*
192,244 436,164 (128,408) 500,000
- - (48,953) (48,953)
- 39,621 - 39,621
- (12,500) - (12,500)
431,087 895,965 - 1,327,052

As the holder of CB 2017 is a wholly owned subsidiary of P&R Holdings, an intermediate holding company of the Company,

the Directors are of the view that the Modification was made in the capacity of an owner instead of a creditor of the
Company. Accordingly, the difference in fair value of HK$119,462,000 arising from the modification of the terms of
convertible bonds was debited in the capital reserve in the consolidated statement of changes in equity.

Annual Report 2016



Notes to Financial Statements (contq)

The movement in deferred tax liabilities during the year is as follows:

Fair value
adjustments
arising from

acquisition of

subsidiaries

HK$’000

Gross deferred tax liabilities at 1st January, 2015 362,536
Deferred tax credited to the statement of

profit or loss during the year (note 10) (14,250)

Gross deferred tax liabilities at 31st December, 2015

and at 1st January, 2016 348,286

Acquisition of subsidiaries (note 29(a)) 28,552
Deferred tax credited to the statement of

profit or loss during the year (note 10) (2,295)

Gross deferred tax liabilities at 31st December, 2016 374,543

The Group has unrecognised tax losses arising in Hong Kong amounting to HK$161,010,000 (2015 -
HK$138,931,000) at the end of the reporting period. The tax losses arising in Hong Kong, subject to the agreement
by the Hong Kong Inland Revenue Department, are available indefinitely for offsetting against future taxable profits
of the companies in which the losses arose. Deferred tax assets in respect of the above tax losses amounting to
HK$26,567,000 (2015 - HK$22,924,000) have not been recognised on account of the unpredictability of future profit
streams.

Pursuant to the PRC Corporate Income Tax Law, a 10% withholding tax is levied on dividends declared to foreign
investors from the foreign investment enterprises established in Mainland China. The requirement is effective from
1st January, 2008 and applies to earnings after 31st December, 2007. A lower withholding tax rate may be applied
if there is a tax treaty between Mainland China and the jurisdiction of the foreign investors. For the Group, the
applicable rate is 5% or 10%. The Group is therefore liable for withholding taxes on dividends distributed by those
subsidiaries established in Mainland China in respect of earnings generated from 1st January, 2008.

At 31st December, 2016, no deferred tax has been recognised for withholding taxes that would be payable on
the unremitted earnings that are subject to withholding taxes of the Group's subsidiaries established in Mainland
China. In the opinion of the Directors, it is not probable that these subsidiaries will distribute such earnings in the
foreseeable future. The aggregate amount of temporary differences associated with investments in subsidiaries in
Mainland China for which deferred tax liabilities have not been recognised totalled approximately HK$256,000 at
31st December, 2016 (2015 - Nil).
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2016 2015
Note HK$'000 HK$'000
Shares
Authorised:
120,602,390,478 ordinary shares of
HK$0.002 each 241,205 241,205
4,397,609,522 convertible preference shares of
HK$0.002 each (a) 8,795 8,795
250,000 250,000
Issued and fully paid:
4,250,455,846 ordinary shares of
HK$0.002 each 8,501 8,501
2,345,958,437 convertible preference shares of
HK$0.002 each (a) 4,692 4,692
13,193 13,193
2016 2015
HK$'000 HK$'000
Share premium
Ordinary shares 1,172,623 1,172,623
Convertible preference shares 229,940 229,940
1,402,563 1,402,563

Note:

(@)  Each convertible preference share (“CPS”) is non-redeemable by the Company or its holder and is convertible into one
ordinary share of the Company, subject to adjustment upon the occurrence of consolidation or subdivision of the ordinary
shares, at any time after issuance, provided that holders of a CPS may not exercise the conversion rights to the extent that
would result in the Company failing to comply with the minimum public float requirement under the Listing Rules.

Each CPS shall confer on its holder the right to receive any dividend pari passu with holders of ordinary shares on the basis
of the number of ordinary shares into which each CPS may be converted and on an as-if converted basis.

The holders of the CPS shall be entitled to receive notices of and to attend general meetings of the Company, but the CPS
shall not confer on their holders the right to vote at a general meeting of the Company, except on a resolution for the
winding-up of the Company.

There is no movement of the Company’s share capital and share premium during the years ended 31st December,
2016 and 2015.
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The amounts of the Group's reserves and the movements therein for the current and prior years are presented in the

consolidated statement of changes in equity of the financial statements on pages 45 and 46.

(a)

Business combination - Acquisition of the SH Logistics Group

On 31st May, 2016, the Group acquired from independent third parties a 60% effective equity interest in
PERAKELHABR AT and its wholly owned subsidiary (the “SH Logistics Group”). The SH Logistics Group

is principally engaged in the provision of logistics and related services in Shanghai, the PRC.

The Group has elected to measure the non-controlling interest in the SH Logistics Group at the non-controlling

interest’s proportionate share of the SH Logistics Group's identifiable net assets.

The aggregate fair values of the identifiable assets and liabilities of the SH Logistics Group as at the date of

acquisition were as follows:

Notes
Property, plant and equipment 13
Other asset
Intangible assets 19

Debtors, deposits and prepayments

Cash and bank balances

Creditors and accruals

Deferred tax liabilities 26
Non-controlling interests

Total identifiable net assets at fair value

Gain on bargain purchase recognised
in the consolidated statement of profit or loss

Satisfied by:

Cash consideration

Convertible bonds 25
Proceeds from issue of convertible bonds

Contingent consideration receivable 16

Assignment of a shareholder’s loan

Fair value
recognised

on acquisition
HK$'000

3,190
5,051
109,158
4,572
726
(3,221)
(28,552)
(34,698)

56,226

(3,073)

53,153

4,150
60,643
(4,150)
(9,150)
1,660

53,153
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As the SH Logistics Group was acquired by the Group at a price below its independent market valuation, a gain
on bargain purchase of HK$3,073,000 was resulted and recognised in the consolidated statement of profit or
loss for the year ended 31st December, 2016.

The Group issued convertible bonds - CB 2020A and CB 20208B as part of the considerations for the acquisition.
Further details of CB 2020A and CB 20208 are set out in note 25 to the financial statements.

As part of the acquisition, the Group is entitled to a priority right to receive dividends up to an aggregate of
RMB48,000,000 (HK$53,357,000), before allocation of profits to the non-controlling shareholder, in relation
to the profits generated by the SH Logistics Group. The initial amount of contingent consideration receivable
recognised was HK$9,150,000, being the fair value of the priority right to receive dividends at the date of
acquisition, which was determined using the discounted cash flow model.

The fair values (which were also the gross contractual amounts) of the trade debtors and other debtors as at
the date of acquisition amounted to HK$3,559,000 and HK$149,000, respectively, which are expected to be
collectible.

The Group incurred transaction costs of HK$2,258,000 for the acquisition. These transaction costs have been
expensed and are included in administrative expenses in the consolidated statement of profit or loss.

An analysis of the cash flows in respect of the acquisition of the SH Logistics Group is as follows:

HK$'000

Cash consideration (4,150)
Proceeds from issue of convertible bonds 4,150
Cash and bank balances acquired 726
Net inflow of cash and cash equivalents included in cash flows from investing activities 726
Transaction costs of the acquisition included in cash flows from operating activities (2,258)
(1,532)

Since the acquisition, the SH Logistics Group contributed approximately HK$13,930,000 to the Group's revenue
and a loss of approximately HK$2,915,000 was included in the consolidated loss for the year ended 31st
December, 2016.

Had the combination taken place at the beginning of the year, the revenue and the loss of the Group for the
year would have been HK$26,574,000 and HK$115,344,000, respectively.
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(b)

Business combination - Acquisition of Fudu Property Management

In June 2015, the Group completed the acquisition from Regal (Chongging) Equity Investment Fund, L.P. (Ex(Z
BRIEREESABOEERAE)), a fellow subsidiary of the Group, of the entire equity interest in ik ZF & #84) %
ERBMR AT (for identification purposes, Chengdu Fudu Property Management Company Limited (“Fudu Property
Management")), which is principally engaged in provision of property management services in the PRC.

The aggregate fair values of the identifiable assets and liabilities of Fudu Property Management as at the date
of acquisition were as follows:

Fair value

recognised on

acquisition

HK$'000

Cash and bank balances 211
Amount due from the Group 2,996
Accruals (6)
Total identifiable net assets at fair value 3,201
Goodwill on acquisition (note 18) 568
Cash consideration 3,769

The goodwill of HK$568,000 recognised was primarily attributed to the expected synergies from combining the
assets and activities of Fudu Property Management with those of the Group. The goodwill was not deductible
for income tax purpose.

An analysis of the cash flows in respect of the acquisition of Fudu Property Management was as follows:

HK$'000

Cash consideration (3,769)

Cash and bank balances acquired 211
Net outflow of cash and cash equivalents included in cash flows

from investing activities (3,558)

The acquisition of Fudu Property Management did not contribute any revenue to the Group as it did not
generate any revenue since incorporation. Loss of HK$72,000 of Fudu Property Management was included in
the consolidated loss of the Group for the year ended 31st December, 2015.

Had the combination taken place at the beginning of the year ended 31st December, 2015, the consolidated
loss of the Group for that year would have been HK$344,998,000.
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Details of the Group's subsidiaries that have material non-controlling interests are set out below:

2016

Percentage of equity interest held by non-controlling interests of the SH Logistics Group 40%

2016
HK$'000

Loss for the year allocated to non-controlling interests of the SH Logistics Group (1,166)

Accumulated balances of non-controlling interests of the SH Logistics Group
at the reporting date 32,108

The following tables illustrate the summarised financial information of the SH Logistics Group. The amounts disclosed
are before any inter-company eliminations and after the acquisition:

2016 HK$'000
Revenue 13,930
Loss for the year (2,915)
Total comprehensive loss for the year (6,473)
Non-current assets 106,047
Current assets 15,080
Current liabilities (5,735)
Non-current liabilities (35,121)
Net cash flows from operating activities 3,871
Net cash flows used in investing activities (1,158)
Net cash flows from financing activities 4,635
Net increase in cash and cash equivalents 7,348

Major non-cash transaction:

During the year, the Group has settled certain amount of other payables of HK$604,580,000 by netting off the
dividend distribution from the joint venture, Faith Crown.
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In addition to the transactions and balances set out elsewhere in the notes to the financial statements, the

Group had the following material connected and related party transactions during the year:

2016
Notes HK$'000
A wholly owned subsidiary of CCIHL:

Management fees (i) 9,233

Subsidiaries of Paliburg Holdings Limited (“PHL"):
Interest income from listed debt investments (ii) 989
Interest expenses on other payables (iii) 109,894
Interest expenses on other borrowings (iv) 20,527

2015
HK$'000

8,537

988
144,095

Notes:

(i) The management fees included rentals and other overheads allocated from a wholly owned subsidiary of CCIHL either
on the basis of specific attribution or by reference to a predetermined ratio assessed by the management of CCIHL,
PHL, Regal and the Company based on the distribution of job responsibilities and the estimated time spent by the

relevant staff in serving each of the four groups.

(i) The interest income was charged at a coupon rate of 4.25% per annum.

(i) The interest expenses were paid to P&R Holdings, Faith Crown and Regal BVI for consideration payables in relation to
the acquisition of certain property development projects in 2013, which were fully settled during the year and bore

interest at 5% per annum.

(iv)  The interest expenses were paid to Long Profits Investments Limited in relation to borrowings under the HK$1,850

million loan facilities granted to the Group as detailed in note 23 to the financial statements.

Compensation of key management personnel of the Group:
2016 2015
HK$'000 HK$'000
Short term employee benefits 7,917 7,445
Staff retirement scheme contributions 331 314
Total compensation paid to key management personnel 8,248 7,759

Further details of directors’ emoluments are included in note 8 to the financial statements.
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The related party transaction set out in note 32(a)(i) above also constituted a continuing connected transaction as
defined in Chapter 14A of the Listing Rules to the Company, but is exempted from relevant disclosures and other
requirements, including, inter alia, independent shareholders’ approval in accordance with the Listing Rules (“Relevant
Requirements”) pursuant to rule 14A.98 of the Listing Rules.

The related party transaction set out in note 32(a)(ii) above did not constitute a connected transaction or continuing
connected transaction as defined in Chapter 14A of the Listing Rules to the Company.

The related party transactions set out in note 32(a)(iii) and (iv) above were contemplated under respective relevant
transactions (the “Transactions”) which constituted connected transactions to the Company subject to the Relevant
Requirements. The Relevant Requirements with respect to the Transactions had been complied with.

Relevant disclosures and other requirements, including, inter alia, independent shareholders’ approval (where
required) in accordance with the Listing Rules with respect to the connected or continuing connected transactions
during the prior year set out in note 32(a) had been made or met or otherwise exempted.

(@)  As lessor

The Group leases certain of its warehouse premises under operating lease arrangements, with leases negotiated
for terms ranging from 2 to 10 years. The terms of the leases generally also require the tenants to pay security
deposits and, in certain cases, provide for periodic rent adjustments according to the terms under the leases.

At 31st December, 2016, the Group had total future minimum lease receivables under non-cancellable
operating leases with its tenants falling due as follows:

2016 2015

HK$'000 HK$'000

Within one year 2,780 -
In the second to fifth years, inclusive 7,022 -
After five years 6,627 -
16,429 -
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(b)  As lessee

The Group leases certain office and warehouse premises under operating lease arrangements. The leases are
negotiated for terms ranging from 1 to 10 years.

At 31st December, 2016, the Group had total future minimum lease payments under non-cancellable operating
leases falling due as follows:

2016 2015

HK$'000 HK$'000

Within one year 4,301 1,439
In the second to fifth years, inclusive 4,436 1,423
8,737 2,862

In addition to the operating lease commitments detailed in note 33(b) above, the Group had the following
commitments at the end of the reporting period:

2016 2015
HK$'000 HK$"000

Contracted, but not provided for:
Property development projects 759,790 1,640,070

A subsidiary of the Group is currently a defendant in certain outstanding litigation claims relating to the re-
forestation project located in Xinjiang in the PRC. Based on the advice from the Group's legal counsel, the litigation
claims are pending verification and/or the Group has good grounds of defence against the allegations. Accordingly,
the Directors consider that it is appropriate to disclose such claims in an aggregate amount of approximately
RMB9,554,000 (HK$10,620,000) (2015 - RMB1,771,000 (HK$2,091,000)) as contingent liabilities and no provision
has been made in the financial statements.
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The carrying amounts of each of the categories of financial instruments as at the end of the reporting period are as
follows:

2016

Financial assets

Financial assets at fair value
through profit or loss

- Contingent
- Held for  consideration Loans and

trading receivables receivables Total
HK$'000 HK$'000 HK$'000 HK$'000

Other financial assets included in
debtors, deposits and prepayments - - 32,060 32,060
Contingent consideration receivable - 10,268 - 10,268
Financial assets at fair value through profit or loss 175,146 - - 175,146
Restricted cash - - 368,604 368,604
Time deposits - - 56,885 56,885
Cash and bank balances - - 472,295 472,295
175,146 10,268 929,844 1,115,258

Financial liabilities

Financial
liabilities at
amortised cost
HK$'000
Other financial liabilities included in creditors and accruals 202,046
Deposits received 9,823
Other borrowings (note 23) 1,850,000
Convertible bonds 895,965

2,957,834
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2015

Financial assets

Other financial assets included in
debtors, deposits and prepayments
Financial assets at fair value through profit or loss
Restricted cash
Time deposits
Cash and bank balances

Financial liabilities

Other financial liabilities included in creditors and accruals
Deposits received

Other payables (note 23)

Derivative financial instruments (note 24)

Convertible bonds

Financial
assets at
fair value
through
profit or loss
- held for Loans and
trading receivables Total
HK$"000 HK$"000 HK$"000
- 18,896 18,896
194,569 - 194,569
- 131,330 131,330
- 12,790 12,790
- 253,248 253,248
194,569 416,264 610,833
Financial
liabilities at
fair value
through
profit or loss Financial
- held for liabilities at
trading amortised cost Total
HK$'000 HK$'000 HK$'000
- 271,527 271,527
- 2,373 2,373
- 2,881,901 2,881,901
180,185 - 180,185
- 467,191 467,191
180,185 3,622,992 3,803,177

Annual Report 2016



Notes to Financial Statements (contq)

As at the end of the reporting period, the carrying amounts of the Group’s financial assets and financial liabilities
approximated to their fair values.

The Group's management is responsible for determining the policies and procedures for the fair value measurement
of financial instruments. At each reporting date, the management analyses the movements in the values of financial
instruments and determines the major inputs applied in the valuation. Independent professional valuers are engaged
for the valuation as appropriate. The valuation is reviewed and approved by management. The valuation process and
results are discussed with the audit committee twice a year for interim and annual financial reporting.

The fair values of the financial assets and liabilities are included at the amount at which the instrument could be
exchanged in a current transaction between willing parties, other than in a forced or liquidation sale. The following
methods and assumptions were used to estimate the fair values:

The fair values of the non-current portion of financial assets included in deposits and prepayments, contingent
consideration receivable, financial liabilities included in creditors and accruals and other borrowings have been
calculated by discounting the expected future cash flows using rates currently available for instruments with similar
terms, credit risk and remaining maturities. The Group's own non-performance risk for the financial liabilities included
in creditors and accruals and other borrowings was assessed to be insignificant. The fair values of the liability
portions of the convertible bonds are estimated by discounting the expected future cash flows using an equivalent
market interest rate for a similar convertible bond with consideration of the Group’s own non-performance risk.

The fair values of listed equity investments are based on quoted market prices.
The fair values of listed debt investments are determined based on market values provided by financial institutions.

The Group entered into foreign currency option contracts with a financial institution. The foreign currency option
contracts were measured using valuation techniques similar to forward pricing and swap models, using present value
calculations. The models incorporate various market observable inputs including the credit quality of the financial
institution, foreign exchange spot and forward rates and interest rate curves. The carrying amounts of foreign
currency option contracts were the same as their fair values.

The fair value of the embedded derivative in convertible bonds was determined by valuation techniques and based
on assumptions on market conditions existing at 31st December, 2015. The valuation model requires the input of
subjective assumptions, including the stock price, expected volatility and risk free rate.

Below is a summary of significant unobservable inputs to the valuation of financial instruments as at 31 December
2016 and 2015:

Significant
Valuation technique unobservable input Range
2016 2015
Contingent consideration receivable  Discounted cash Growth rates for 7% to0 20% Nil
flow method cash flows
WACC 21.5% Nil
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A significant increase/(decrease) in the estimated growth rates for cash flows in isolation would result in a significant
increase/(decrease) in the fair value of the contingent consideration receivable. A significant increase/(decrease) in the
WACC in isolation would result in a significant decrease/(increase) in the fair value of the contingent consideration
receivable.

Fair value hierarchy

The following tables illustrate the fair value measurement hierarchy of the Group's financial instruments:

Assets measured at fair value as at 31st December, 2016:

Fair value measurement using

Quoted prices Significant Significant

in active observable unobservable
markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
HK$'000 HK$'000 HK$'000 HK$"000
Financial assets at fair value through
profit or loss:
Listed equity investments 151,690 - - 151,690
Listed debt investment - 23,456 - 23,456
Contingent consideration receivable - - 10,268 10,268
151,690 23,456 10,268 185,414

Assets measured at fair value as at 31st December, 2015:

Fair value measurement using

Quoted prices Significant Significant

in active observable unobservable

markets inputs inputs
(Level 1) (Level 2) (Level 3) Total
HK$'000 HK$'000 HK$'000 HK$'000

Financial assets at fair value through
profit or loss:

Listed equity investments 170,371 - - 170,371
Listed debt investments - 24,198 - 24,198
170,371 24,198 - 194,569
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The movements in fair value measurements within Level 3 during the year are as follows:

2016 2015

HK$'000 HK$'000

At 1st January - -
Arising from acquisition of subsidiaries (note 29(a)) 9,150 -
Fair value gain recognised in profit or loss 1,118 -
At 31st December 10,268 -

The Group did not have any financial liabilities measured at fair value as at 31st December, 2016.

Liabilities measured at fair value as at 31st December, 2015:

Fair value measurement using

Quoted prices Significant Significant

in active observable unobservable

markets inputs inputs

(Level 1) (Level 2) (Level 3) Total

HK$'000 HK$'000 HK$'000 HK$'000
Derivative financial instruments - 180,185 - 180,185

During the year, there were no transfers of fair value measurements between Level 1 and Level 2 and no transfers
into or out of Level 3 for both financial assets and financial liabilities (2015 - Nil).
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The Group’s principal financial instruments, other than derivative financial instruments, comprise other payables
and borrowings, convertible bonds, cash and bank balances and time deposits. The main purpose of these financial
instruments is to finance the Group’s operations. The Group has various other financial assets and liabilities, such
as financial assets at fair value through profit or loss, contingent consideration receivable, restricted cash, deposits
received, other financial assets included in debtors, deposits and prepayments, and other financial liabilities included
in creditors and accruals, which arise directly from its operations.

The main risks arising from the Group's financial instruments are foreign currency risk, credit risk, liquidity risk and
equity price risk. The Directors meet periodically to analyse and formulate measures to manage the Group’s exposure
to these risks. Generally, the Group adopts prudent strategies on its risk management. The Directors review and
agree policies for managing each of these risks and they are summarised below.

Foreign currency risk

The Group's operations are mainly in Hong Kong and Mainland China. Entities within the Group are exposed to
foreign exchange risk from future commercial transactions and monetary assets and liabilities that are denominated
in currencies that are not the entities” functional currencies.

The Group currently does not have a foreign currency hedging policy. It manages its foreign currency risk by closely
monitoring the movement of the foreign currency rates and entering into foreign currency option contracts to reduce
the exposure should the need arises.

Credit risk

The Group’s major exposure to the credit risk arises from the default of the trade debtors, with a maximum exposure
equal to their carrying amounts. The Group only grants credit after making credit risk assessments. In addition,
receivable balances are monitored on an ongoing basis and the Group's exposure to bad debts is not significant.

The credit risk of the Group’s other financial assets, which comprise cash, bank balances and deposits, contingent
consideration receivable, financial assets at fair value through profit or loss, and other financial assets included in
debtors, deposits and prepayments, arises from default of the counterparty, with a maximum exposure equal to the
carrying amounts of these instruments.

There are no significant concentrations of credit risk within the Group as it has a number of diversified customers.

Further quantitative data in respect of the Group’s exposure to credit risk arising from trade debtors are disclosed in
note 17(b) to the financial statements.
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Liquidity risk

The Group's objective is to maintain a balance between continuity of funding and flexibility through the use of loan
facilities from a fellow subsidiary. In the management of liquidity risk, the Group monitors and maintains a level
of cash and cash equivalents deemed adequate by management to finance the Group's operations and mitigate

the effects of fluctuations in cash flows. The Group will raise funds from different sources, including through the
financial market or realisation of its assets, if required.

The maturity profile of the Group's financial liabilities as at the end of the reporting period, based on the contractual
undiscounted payments, is as follows:

2016
Within

1 year or 1to5
on demand years Total
HK$'000 HK$'000 HK$'000

Other financial liabilities included in creditors
and accruals and other borrowings 749,606 1,723,886 2,473,492
Deposits received 9,823 - 9,823
Convertible bonds 30,000 1,165,872 1,195,872
789,429 2,889,758 3,679,187
2015
Within

1 year or 1to5
on demand years Total
HK$'000 HK$'000 HK$’000

Other financial liabilities included in creditors

and accruals and other payables 3,223,518 - 3,223,518
Deposits received 2,373 - 2,373
Derivative financial instruments 2,824 177,361 180,185
Convertible bonds 12,487 507,855 520,342
3,241,202 685,216 3,926,418
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Equity price risk

Equity price risk is the risk that the fair values of equity securities decrease as a result of changes in the levels of
equity indices and the value of individual securities. The Group is exposed to equity price risk arising from individual
listed equity investments classified as financial assets at fair value through profit or loss (note 20) as at the end of the
reporting period.

The following table demonstrates the sensitivity to a 5% change in the fair values of the equity investments, with
all other variables held constant and before any impact on tax, based on their carrying amounts at the end of the
reporting period.

Carrying
amount
of equity Change in
investments loss before tax
HK$'000 HK$'000
2016
Hong Kong listed investments 151,690 7,585
2015
Hong Kong listed investments 170,371 8,519

There is no impact on the Group's equity except on the accumulated losses.

Capital management

The primary objectives of the Group’s capital management are to safeguard the Group's ability to continue as a
going concern and to maintain healthy capital ratios in order to support its business and enhance shareholders’ value.

The Group manages its capital structure and makes adjustments to it in light of changes in economic conditions and
the risk characteristics of the underlying assets. Capital represents equity attributable to equity holders of the parent.
To maintain or adjust the capital structure, the Group may adjust the dividend payment to shareholders, return
capital to shareholders or issue new shares. The Group is not subject to any externally imposed capital requirements.
No changes were made in the objectives, policies or processes for managing capital during the years ended 31st
December, 2016 and 31st December, 2015.
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The Group monitors capital using a debt to total assets ratio, which is net debt divided by the total assets. Net debt
includes interest bearing other payables and borrowings and convertible bonds less cash, bank balances and deposits.
The debt to total assets ratios as at the end of the reporting periods were as follows:

2016 2015

HK$'000 HK$'000

Interest bearing other payables and borrowings and convertible bonds 2,745,965 3,349,092
Less: Cash, bank balances and deposits (897,784) (397,368)
Net debt 1,848,181 2,951,724
Total assets 6,053,772 5,510,028
Debt to total assets ratio 30.5% 53.6%

Information about the statement of financial position of the Company at the end of the reporting period is as
follows:

2016 2015
HKS$'000 HK$'000
NON-CURRENT ASSETS
Investments in subsidiaries 1,104,463 1,540,974
CURRENT ASSETS
Prepayment 486 486
Bank balances 385 276
Total current assets 871 762
CURRENT LIABILITIES
Accruals (1,354) (1,487)
NET CURRENT LIABILITIES (483) (725)
Net assets 1,103,980 1,540,249
EQUITY
Issued capital 13,193 13,193
Reserves (note) 1,090,787 1,527,056
Total equity 1,103,980 1,540,249
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Note:

A summary of the Company’s reserves is as follows:

Retained

Share Capital profits/

premium redemption  Contributed (Accumulated
account reserve surplus loss) Total
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
At 1st January, 2015 1,402,563 209 26,801 101,667 1,531,240
Loss for the year - N N (4,184) (4,184)

At 31st December, 2015 and

at 1st January, 2016 1,402,563 209 26,801 97,483 1,527,056
Loss for the year - - - (436,269) (436,269)
At 31st December, 2016 1,402,563 209 26,801 (338,786) 1,090,787

The contributed surplus represents reserves arising from the Group's reorganisation in 1991, originally representing the difference
between the nominal value of the Company’s shares issued under the reorganisation scheme and the then subsidiaries’ shares
acquired at the date of acquisition, net of subsequent distributions therefor.

Under the Companies Law of the Cayman Islands, the contributed surplus is distributable under certain specific circumstances.

The financial statements were approved and authorised for issue by the Board of Directors on 27th March, 2017.
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Independent Auditor’'s Report

e
EY:

To the shareholders of Cosmopolitan International Holdings Limited
(Incorporated in Cayman Islands with limited liability)

Opinion

We have audited the consolidated financial statements of Cosmopolitan International Holdings Limited (the “Company”)
and its subsidiaries (the “Group”) set out on pages 40 to 114, which comprise the consolidated statement of financial
position as at 31st December, 2016, and the consolidated statement of profit or loss, the consolidated statement of
comprehensive income, the consolidated statement of changes in equity and the consolidated statement of cash flows 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 31st 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 have been properly prepared in compliance with the disclosure
requirements of 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.

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. For each matter below, our description of how our audit addressed the matter is provided in
that context.

We have fulfilled the responsibilities described in the Auditor’s responsibilities for the audit of the consolidated financial
statements section of our report, including in relation to these matters. Accordingly, our audit included the performance
of procedures designed to respond to our assessment of the risks of material misstatement of the consolidated financial
statements. The results of our audit procedures, including the procedures performed to address the matters below, provide
the basis for our audit opinion on the accompanying consolidated financial statements.
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Key audit matter
Purchase price allocation of a business combination

On 31st May, 2016, as fully explained in note 29(a)
to the financial statements, the Group acquired from
independent third parties a 60% effective interest in I
BARAKELZHAABRAT (for identification purposes,
“Shanghai He Yun Investment Consulting Limited”) and
its wholly owned subsidiary (the “SH Logistics Group”).
As at the date of acquisition, the aggregate fair value
of the identifiable net assets of the SH Logistics Group
amounted to HK$56.2 million (including intangible assets
of HK$109.2 million), with a gain on bargain purchase of
HK$3.1 million recognised in the consolidated statement
of profit or loss. The Group engaged an independent
external valuer to perform the purchase price allocation
on the fair values of the considerations transferred,
identifiable assets acquired and liabilities assumed.

The purchase price allocation is significant to our audit
due to the determination of the fair values of certain
considerations transferred and certain assets acquired
including, amongst others, convertible bonds, contingent
consideration receivable, intangible assets and a call
option for the purchase of companies holding certain land
and buildings, are dependent on a range of estimates
including estimated volatility of the share price of the
Company, estimated fair values of land and buildings,
estimated future cash flows, discount rates and interest
rates.

Details of the acquisition of the SH Logistics Group are
disclosed in note 29(a) to the financial statements.

How our audit addressed the key audit matter

With the assistance from our internal valuation specialists, we
evaluated the valuation methodologies and assumptions used
in the purchase price allocation by (i) examining the terms
of the relevant sale and purchase agreements; (ii) assessing
the valuation methodologies adopted for the purpose of
determining the fair values of the considerations transferred,
the identifiable assets acquired and liabilities assumed; and
(iii) benchmarking the key parameters such as volatility of the
share price of the Company, fair values of land and buildings,
discount rates and interest rates against market data. In
addition, we considered the independence, objectivity and
competence of the external valuer engaged by management.
We also assessed the adequacy of disclosure in connection
with the business combination.
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How our audit addressed the key audit matter

Impairment assessment of properties under development and goodwill

The Group invested in two property development
projects in Chengdu and Tianjin, the People's Republic
of China. As at 31st December, 2016, the properties
under development and the goodwill allocated to the
“property development cash-generating unit” amounted
to HK$4,375.7 million and HK$235.1 million, respectively,
and in aggregate representing 76% of the Group's
total assets. Impairment assessment is performed by
management using discounted cash flow projections to
determine the value in use of the “property development
cash-generating unit” which is considered as the
recoverable amount.

The impairment assessment is significant to our audit
due to (i) magnitude of the amounts involved; and (ii)
significant estimates used in the discounted cash flow
projections, amongst others, estimated selling price
and budget cost to complete the property development
projects and discount rate.

The Group's accounting policies and disclosures on
impairment assessment of properties under development
and goodwill are included in notes 3, 14 and 18 to the
financial statements.

We discussed the progress of property development projects
with management and evaluated the progress by site visit
and examination of surveyor's reports on the projects’
progress. We also assessed the assumptions used in the
discounted cash flow projections including, amongst others,
the estimated selling price, budget cost to complete the
property development projects and discount rate, taking
into consideration the selling price of comparable properties,
market conditions and trends, reliability of previous
projections and historical evidence supporting underlying
assumptions. We also involved our valuation experts to assist
us in evaluating the discount rate adopted in the discounted
cash flow projections.

We also assessed the sensitivity of assumptions used
by evaluating whether a reasonably possible change in
assumptions could cause the carrying amounts to exceed
their recoverable amounts.
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Key audit matter

How our audit addressed the key audit matter

Impairment assessment of prepayments relating to a re-forestation project

As at 31st December, 2016, the Group has prepaid
HK$66.8 million in relation to a re-forestation project in
Urumgi, Xinjiang, the PRC. Under the prevailing relevant
policies and regulations, the Group would either (i) be
entitled to land use right of 30% of a particular piece of
land (the “30% Land Use Right”) upon completion and
certification by the relevant government authorities of
the re-forestation works on that piece of land; or (ii) be
reimbursed for the costs incurred for the re-forestation if
the 30% Land Use Right is not rewarded (the “Land Use
Right Exchange Policy”).

Management has identified the delay in the progress of
the re-forestation works as an indicator of impairment.
An impairment assessment on the prepayments was
performed by management by (i) evaluating continual
fulfillment of the Land Use Right Exchange Policy for
the re-forestation project under the prevailing relevant
policies and regulations; and (ii) comparing the estimated
fair value of the 30% Land Use Right with the carrying
amount of prepayments.

The impairment assessment is significant to our audit
due to (i) magnitude of the amount of prepayments;
(ii) significant management judgement involved in the
assessment of continual fulfilment of the Land Use
Right Exchange Policy which may affect the reward
of land use right and reimbursement of prepayments;
and (i) significant management estimate involved in
determination of the fair value of the 30% Land Use
Right.

Details of the prepayments are disclosed in note 17(a) to
the financial statements.

We evaluated management's impairment assessment by
(i) examining correspondence between the Group and the
relevant government authorities and obtaining a legal advice
from the Group's legal counsel for fulfilment of the Land
Use Right Exchange Policy; and (ii) benchmarking the market
value of comparable land use right in Urumgi and comparing
against the carrying amount of prepayments. We also
assessed the adequacy of disclosure in connection with the
re-forestation project in Urumgi, Xinjiang, the PRC.
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Other information included in the Annual Report

The directors of the Company 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.

Responsibilities of the directors for the consolidated financial statements

The directors of the Company 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 of the Company 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 of the Company either intend to liquidate the Group or to cease
operations or have no realistic alternative but to do so.

The directors of the Company 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.
Our report is made solely to you, as a body, and for no other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

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 scepticism
throughout the audit. We also:

o 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.
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o 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.

o 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 our 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.

o 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 to communicate with them all relationships and other matters that may reasonably be thought to bear
on our independence, and where applicable, related safeguards.

From the matters communicated with the Audit Committee, we determine those matters that were of most significance
in the audit of the consolidated financial statements of the current period and are therefore the key audit matters. We
describe these matters in our auditor’s report unless law or regulation precludes public disclosure about the matter or
when, in extremely rare circumstances, we determine that a matter should not be communicated in our report because
the adverse consequences of doing so would reasonably be expected to outweigh the public interest benefits of such
communication.

The engagement partner on the audit resulting in this independent auditor’s report is Wu Ka Lai, Cary.

Ernst & Young
Certified Public Accountants

22/F, CITIC Tower
1 Tim Mei Avenue
Central, Hong Kong

27th March, 2017
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As at 31st December, 2016

Description

(1) Development site at
south of Xindu Main
Road and both sides of
Xingle Road,
Bangiao Village,
Xindu County,
Xindu District,
Chengdu,
Sichuan Province, PRC

Schedule of Principal Properties

Use Approx. area
Hotel/office  Site area for

and the whole

commercial  development -
complex/ approx. 111,869 sq. m.
residential (1,204,148 sq. ft.)

Total gross floor
area - approx.
497,000 sg. m.
(5,350,000 sq. ft.)

First stage

* a311-room hotel

e 3 residential towers
having 339
residential units
with car parking spaces
and ancillary commercial
accommodation
(Total gross floor area
- approx. 45,500 sg. m.
(490,000 sq. ft.))

Stage two

* 6 residential towers
having 957 units with
total gross floor
area of approx.
94,500 sg. m.
(1,017,200 sq. ft.)

Stage three

e commercial and office
accommodations with
total gross floor
area of approx.
140,798 sq. m.
(1,515,600 sq. ft.)

e residential portions with
total gross floor
area of approx.
175,540 sg. m.
(1,889,500 sq. ft.)

Percentage
Stage of of interest
completion attributable
(completion date of to the
development project) Company
First stage 100

e Construction works
for 3 residential
towers expected to
be completed before
the end of 2017

e Presale of the
residential units
launched in
2nd quarter of 2016

e Hotel portion
planned to be
completed in phases
from 2018

Stage two

e Construction works
expected to be
completed in
the end of 2017

e Presale of the
residential units
launched in 3rd
quarter of 2016
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Schedule of Principal Properties (contd)

As at 31st December, 2016

Description

Development site at
the intersection between

Weiguo Road and Xinkai Road,

Hedong District,
Tianjin, PRC

Use

Commercial/
office/
residential

Approx. area

Site area for

the whole
development -
approx. 31,700 sq. m.
(341,000 sq. ft.)

Total gross floor
area - approx.
145,000 sqg. m.
(1,561,000 sq. ft.)

Percentage
Stage of of interest
completion attributable
(completion date of to the

development project) Company

Superstructure works of 100
four residential towers

and commercial complex

completed

Superstructure works
of two office towers
in progress

Presale of the residential
units launched in
4th quarter of 2015

Presale of both the
residential car parking
spaces and commercial
portion launched in
3rd quarter of 2016

(Residential towers,
commercial complex and
residential car parking
spaces scheduled to be
completed before the
end of 2017)
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Published Five Year Financial Summary

A summary of the results and of the assets, liabilities and non-controlling interests of the Group for the last five financial
years, as extracted from the published audited financial statements and restated as appropriate, is set out below.

Nine months
Year ended Year ended Year ended ended Year ended
31st December, 31st December, 31st December, 31st December, 31st March,
2016 2015 2014 2013 2013
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Revenue 23,678 9,152 (7,867) 12,487 24,091
Operating profit/(loss) before
depreciation and amortisation (13,158) (275,500) (51,057) (18,977) 104,943
Depreciation and amortisation (21,782) (4,474) (1,520) (407) (128)
Finance costs (104,709) (108,984) (104,372) (86,616) (75,684)
Share of profit of
a joint venture 23,006 29,770 29,767 17,338 23,640
Profit/(loss) before tax (116,643) (359,188) (127,182) (88,662) 52,771
Income tax 224 14,250 (179) 451 -
Profit/(loss) for the year/period
before allocation between
equity holders of the parent
and non-controlling interests (116,419) (344,938) (127,361) (88,211) 52,771
Attributable to:
Equity holders of the parent (115,253) (344,938) (127,361) (88,211) 52,813
Non-controlling interests (1,166) - - - (42)
(116,419) (344,938) (127,361) (88,211) 52,771
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Published Five Year Financial Summary (conta)

Property, plant and equipment

Investment properties

Properties under development

Investment in a joint venture

Contingent consideration receivable

Non-current deposits and
prepayments

Other asset

Goodwill

Intangible assets

Current assets

Total assets

Current liabilities

Non-current other payables
Non-current creditors and accruals
Non-current other borrowings
Convertible bonds

Derivative financial instruments
Deferred tax liabilities

Total liabilities

Non-controlling interests

31st December,

31st December,

31st December,

31st December,

31st March,

2016 2015 2014 2013 2013
HK$'000 HK$'000 HKS$'000 HK$'000 HK$'000
25,513 37,153 15,804 3,555 1,171

- - - - 88,000
1,292,964 1,297,349 1,305,087 1,308,632 -
2,434 575,639 575,639 575,591 559,348
10,268 - - - -
66,943 71,607 69,689 58,115 42,823
5,051 - - - -
235,090 235,090 234,522 228,310 -
97,076 - - - -
4,318,433 3,293,190 3,199,925 2,776,131 386,025
6,053,772 5,510,028 5,400,666 4,950,334 1,077,367
(2,260,825) (3,476,782) (168,276) (113,569) (462,311)
- - (2,881,901) (3,229,411) -

(32,782) - - - -
(1,350,000) - - _ .
(895,965) (467,191) (446,223) - -
- (177,361) (30,946) - -
(374,543) (348,286) (362,536) (362,536) -
(4,914,115) (4,469,620 (3,889,882) (3,705,516) (462,311)
32,135 26 26 26 26
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