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Lifestyle China Group Limited (“Lifestyle China” or together with its
subsidiaries, the “Group”) is an established operator of department stores
based in the PRC. The Group operates two “lifestyle” department stores
under the brand of Jiuguang in Shanghai and Suzhou respectively, with
middle to upper-end market positioning in the PRC. Shanghai Jiuguang
and Suzhou Jiuguang, which have differentiated themselves with
appealing product and brand portfolios and top-notch one-stop shopping
experiences, are the most sought-after shopping destinations in the
region. The Group’s department stores offer a wide variety of goods
catered to customer needs and a pleasant shopping environment. The
Group also operates supermarkets in the PRC and restaurants in the PRC
and Hong Kong. In an effort to diversify its operations, the Group owns a
strategic stake in Beiren Group, a leading retailer group based in
Shijiazhuang, Hebei Province in the PRC.

In view of the large retail market and strong spending power of consumers
in Shanghai, Lifestyle China is developing a new commercial complex in
Daning, Shanghai (“the Daning Project”), which will house the Group’s
second Jiuguang department store in Shanghai. The Daning Project is
targeted to be completed in 2019 and upon commencement of operation,
the Daning Project is expected to boost the Group’s market presence and
further enhance its brand equity in Shanghai.
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Corporate Information (continued) &% (&)

Principal Bankers
Agricultural Bank of China
Industrial and Commercial Bank of China

Bank of China (Hong Kong) Limited

Auditor

Deloitte Touche Tohmatsu
Certified Public Accountants

Compliance Adviser
KGI Capital Asia Limited
Solicitor

Sit, Fung, Kwong & Shum

Hong Kong Share Registrar and
Transfer Office

Computershare Hong Kong Investor Services Limited
Shops 1712-1716, 17th Floor, Hopewell Centre
183 Queen’s Road East, Wanchai, Hong Kong

Cayman Islands Share Registrar and
Transfer Office

SMP Partners (Cayman) Limited
Royal Bank House, 3rd Floor

24 Shedden Road, P.O. Box 1586
Grand Cayman, KY1-1110
Cayman Islands

Share Information

Place of listing: The Stock Exchange of Hong Kong Limited

Stock code: 2136

Board lot: 500 shares

Financial year end: 31 December

Closing share price at 31 December 2017: HK$2.41

Market capitalization at 31 December 2017: HK$3,862 million

Website

www.lifestylechina.com.hk
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Lau Luen Hung, Thomas 2%
Chairman /&

Global economic growth picked up in 2017 with China’s economy shifted
up a gear with a 6.9% growth last year, bucking the trend of deceleration
during the period from 2010 to 2016. This helped to buoy up consumer
confidence and thus maintain the momentum of steady growth in the
country’s retail sales.

Nevertheless, the retail market remained intensely competitive and
challenging, not least because of e-commerce’s snowballing popularity
and the higher requirements of the burgeoning middle class. To adapt to
the situation, Lifestyle China Group Limited (“Lifestyle China” or the
"Company”, which together with its subsidiaries, is referred to as the
"Group”) had enhanced its agility in making decisions and in responding
to changes in the market by becoming a separately listed company
through a spin-off from Lifestyle International Holdings Limited on 15 July
2016. It had also been pressing on with a series business measures,
including rationalization of its retail store network, enhancement of both
its marketing efforts and tenant mix, and enrichment of the product
assortment. The Company had been endeavoring to enhance the
shopping experience so as to boost footfall at its department stores and
to build up a loyal client base.

As a result, Lifestyle China was well-positioned to harness the tailwind of
China’s retail market in 2017. For the year ended 31 December 2017, the
Group recorded a 8.0% increase in turnover to RMB1,222.8 million and a
3.0% decrease in net profit to RMB269.6 million. The increases in turnover
was mainly attributable to the growth in sales revenues from the Group's
major operations, the department stores Shanghai Jiuguang and Suzhou
Jiuguang, however due to the decrease in share of profit of the Beiren
Group, a well-established Shijiazhuang-based retailer in which the Group
has a strategic equity interest, together with exchange losses and some
one-off expenses incurred during the year, the Group recorded the
decrease in net profit. Earnings per share for 2017 decreased 3.0% to
RMBO0.168. The Board has resolved to not to declare any dividend for the
year.

Lifestyle China Group Limited Annual Report 2017
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Chairman’s Statement (continued) EE#HE (M)

The Group's department store business rationalized its store network by
consolidating its core, profitable operations of Shanghai Jiuguang and
Suzhou Jiuguang and closing its loss-making ones in northeastern China.
Both Shanghai Jiuguang and Suzhou Jiuguang gave their one-stop service
full play under the Jiuguang brand, enriched their product assortment and
stepped up their marketing efforts. As a way to reinforce its business
presence in Shanghai, the Group is constructing a retail and commercial
complex in Daning, Jingan District of the city. The project is scheduled to
be completed in 2019 and will comprise a large retail complex, which will
be the Group's second Jiuguang store in Shanghai, and office buildings.

The Group's strategic investment in Beiren Group continued to contribute
significantly to the profit attributable to the owners of the Company for
2017 as Beiren Group put in a steady business performance.

While the world economy seems to be gaining momentum, rising
protectionism and financial vulnerabilities remain overhang. China’s
economic growth may slow down in 2018 as drags on economic activity
from slower credit growth and the cooling property market are likely to
intensify this year.

Looking ahead, the Group expects the retail market to become
increasingly competitive, especially since e-commerce has developed into
a significant form of retailing. Meanwhile, the higher requirements of the
growing middle class as a consumer group also mean challenges and
opportunities. To gear up for the situation, Lifestyle China will forge ahead
with its business measures, seeking to enhance consumers’ shopping
experience with well-trained staff, enriched product assortment and
increased marketing and promotional efforts at its department stores.
With these measures in place, the Group can accentuate its advantage as
a brick-and-mortar retailer over e-commerce operators by offering
immediate experience of both a lively shopping environment and a wide
and varied selection of goods. This is also how the Group will try to
expand the base of its VIP customers and thus generate better returns to
shareholders.

As always, the Group remains open-minded to strategic opportunities that
have good potential in bringing sustainable returns and would enhance
shareholder value.

On behalf of the board, | would like to express my gratitude to all the
members of our management team and the staff for their diligence and
contributions to the Group's development. | would also like to thank our
customers, business partners and shareholders for their unswerving
support and enduring trust.

Lau Luen Hung, Thomas
Chairman and Chief Executive Officer

5 March 2018
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Market Overview

China’s gross domestic product grew by 6.9% in 2017, reversing the
decelerating trend during the period from 2010 to 2016. The revived
economic growth momentum came as the government’s supply-side
reforms began to yield results and that the country’s foreign trade saw a
reversion of the declines in the previous two years. This had helped
building up the consumer confidence which led to a steady pace of
growth in the country’s retail sales. In 2017, China's retail sales increased
by 10.2% to about RMB36.62 trillion. The department stores sector
recorded a 6.7% growth in retail sales while the supermarkets sector
recorded a 7.3% rise in retail sales.

Lifestyle China is well-positioned to capitalize on the uptrends in the retail
sector as it has been forging ahead with a series of effective business and
management measures since its spin-off from Lifestyle International
Holdings Limited and separately listed on the Main Board of The Stock
Exchange of Hong Kong Limited on 15 July 2016. Apart from the status as
a separately listed company that has made Lifestyle China more agile in
making decisions and in adapting itself to changes in the market, the
Company also stepped up its marketing and promotional efforts,
enhanced the tenant mix and enriched the product assortment with the
aim of increasing both the customer loyalty and footfall at its department
stores.

Financial Review 2017

During the financial year under review, the Group rationalized its retail
network by enhancing the department stores that performed well. Its core
department store operations, namely Shanghai Jiuguang and Suzhou
Jiuguang, recorded robust growth in sales revenues and in aggregate
accounted for 92% of the Group's turnover. Its other two department
stores, Dalian Jiuguang and Shenyang Jiuguang, which were closed
previously, remained closed during the year. The Group's strategic
investment in Beiren Group, a leading retailer in Shijiazhuang, Hebei
Province, continued to deliver stable results and contribute substantially
to the profit attributable to owners of the Company in 2017.

Lifestyle China Group Limited Annual Report 2017
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Management Discussion and Analysis (continued) ZEEh & 24 (&)

Turnover and Sales Proceeds

For the year ended 31 December 2017, turnover of the Group increased
by 8.0% to RMB1,222.8 million, meeting the management'’s expectations.
The growth came as the Group’s two major department stores, Shanghai
Jiuguang and Suzhou Jiuguang, were able to capitalize on the recovery of
China’s economic growth and retail sales. The two department stores
gave their one-stop service full play under the Jiuguang brand and
continued during the year to enhance their product assortment and
marketing strategies. In particular, the strong sales of cosmetics and
apparels contributed to the turnover growth. Net sales proceeds
increased by 7.5% to RMB3,321.5 million.

Gross Profit and Concessionaire Rates

Gross profit increased by 5.4% to RMB865.4 million in 2017 and the gross
profit margin as a percentage of net sales proceeds was approximately
26.1%, compared with 26.6% in 2016. Gross profit margin as a percentage
of turnover decreased to 70.8% from 72.5% due to higher growth in direct
sales. Average concessionaire rate was stable at 22.3%, similar to that in
2016. The Group continued with its effective business strategies and the
enhancement of its stores’ brand and product assortments to boost the
traffic footfall.

Net Profit Attributable to Shareholders

Notwithstanding there was a growth in sales and turnover, net profit
attributable to the owners of the Company for the year 2017 decreased by
3.0% to RMB269.6 million. The unexpected decrease in profit was mainly
attributable to an exchange loss of RMB36.6 million recorded this year on
the Group's bank balance denominated in United State dollar and Hong
Kong dollar amid appreciation of the RMB, whereas it was an exchange
gain of RMB26.0 million in 2016 as the RMB was much weaker then.

Selling and Distribution Costs

Aggregate selling and distribution costs of the Group increased by 3.3%
to RMB576.6 million from RMB558.0 million recorded in the year 2016,
mainly as a result of the Group’s move to step up its marketing and
promotional efforts in view of the highly competitive operating
environment. The Group's aggregate selling and distribution expenses as
a percentage of total sales proceeds remained relatively stable at
approximately 17.4%.

Administrative Expenses

The Group's general administrative expenses decreased by 13.9% to
approximately RMB99.6 million, as compared to RMB115.6 million
recorded in the year 2016. The decrease was mainly attributable to the
decrease in consultancy fee as a subsidiary of Lifestyle International
Holdings Limited has ceased charging the Group consultancy fee since
the spin-off and separate listing of the Company’s shares last year.
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Management Discussion and Analysis (continued) ZEE B R 247 (&)

Staff Costs

Staff costs (excluding directors’ emoluments) increased mildly to
approximately RMB169.3 million during the year under review. While the
Group's annual salary adjustment was largely in line with the market trend,
the total number of full-time staff of the Group has decreased to 1,371 as
compared to 1,379 in the year 2016.

Other Income, Gains and Losses

Other income, gains and losses comprise mainly management fee, credit
card charges and other miscellaneous incomes received from the
counters/tenants, other sundry incomes and exchange gain/loss. The
decrease for the review period was mainly attributable to an exchange
loss of RMB36.6 million being recorded as the Group's bank balances
denominated in United States dollars and Hong Kong dollars depreciated
against the RMB during the year.

Interest and Investment Income

The amount mainly represents interest received from the Group's bank
deposits, unrealized fair value gain and investment income on the Group's
financial investment.

Finance Costs

The Group's finance cost consisted mainly of interests incurred on bank
loans. The aggregate amount of interests incurred, before capitalization,
was approximately RMB54.0 million (2016: RMB115.1 million) for the year
under review. The decrease comparing to the previous year was mainly
due to capitalization of the borrowings previously from fellow subsidiaries
as part of the re-organisation leading to the spin-off and separate listing
of the Company in July 2016. As such, there has been no more borrowings
from fellow subsidiaries since then and hence a significant drop in interest
incurred during the year. The finance costs charged to the profit and loss
decreased to approximately RMB3.3 million from RMB11.6 million last
year as the Group also paid down during the year certain bank loans
which corresponding interest did not qualify for capitalisation purpose in
the past.

Liquidity and Financial Resources

The Group's EBITDA before share of results of associates and a joint
venture, fair value change of financial investments, exchange gains or
losses and other non-recurring items for the year increased from
RMB376.3 million in the year 2016 to approximately RMB427.5 million,
mainly due to an increase in business turnover and operating cashflows.
As at 31 December 2017, the Group’s net debt (defined as cash and bank
balances less total bank borrowings, amount due to a non-controlling
shareholder of subsidiaries and amount due to a joint venture) amounted
to approximately RMB229.1 million, while it was net cash of RMB766.9
million in the previous year. The net debt position was a result of the
Group's structured deposits of RMB785.5 million are being classified as
investments rather than cash.

Lifestyle China Group Limited Annual Report 2017
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Management Discussion and Analysis (continued) ZEEh & 24 (&)

The Group's bank balances and cash amounted to about RMB1,280.8
million (31 December 2016: RMB1,990.2 million) as at 31 December 2017,
of which RMB329.0 million, denominated in Hong Kong dollars, was kept
in Hong Kong, with the balance being kept in mainland China of which
approximately 83.8% was denominated in Renminbi and the remaining
16.2% was in United States dollars. The decrease in cash at banks as
compared to last year was the Group's net purchase during the year of
structured deposits of approximately RMB730.5 million which is included
as financial investments. As at 31 December 2017, the Group's secured
bank loans amounted to approximately RMB1,375.2 million (31 December
2016: RMB1,085.1 million), bearing interest calculated with reference to
benchmark rates of the People’s Bank of China. As at 31 December 2017,
the Group had aggregate un-utilised banking facilities in the amount
equivalent to approximately RMB1,074.8 million (31 December 2016:
RMB1,501.5 million). The Group’s debt to equity ratio (defined as bank
borrowings divided by equity attributable to the owners of the Company)
was 15.2% (31 December 2016: 12.3%) as at the year end.

Foreign Exchange Management

The functional currency of the Company and its subsidiaries operating in
the PRC is Renminbi, in which most of the Group’s transactions are
denominated. As described under the “Liquidity and Financial Resources”
section above, certain of the Group’s monetary assets and liabilities are
denominated in foreign currencies (Hong Kong dollar and United States
dollar) other than Renminbi and is subject to foreign currency changes
depending on the strengthen of the RMB. Given the fact that majority of
the Group's revenue and expenses as well as borrowings and capital
expenditures are denominated in Renminbi and that the Hong Kong
dollar cash balance kept in Hong Kong is purposely for settling expenses
incurred outside of mainland China, the Group currently does not require
a comprehensive foreign currency hedging policy. Management will
however monitor the Group's foreign currency exposure and will consider
taking appropriate measures to mitigate any potential significant foreign
currency risks should the need arises.

Pledge of Assets

As at 31 December 2017, certain of the Group's property, plant and
equipment and prepaid lease payment in the PRC with carrying values of
approximately RMB2,288.0 million (2016: RMB4,665.0 million) have been
pledged to secure loan facilities amounting to approximately RMB2,450.0
million (2016: RMB2,586.6 million).
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Contingent Liabilities
The Group did not have any material contingent liabilities as at 31
December 2017.

Material Acquisitions and Disposals
There were no material acquisitions and disposals during the year.

Review of Operations

The divergent trend of the regional retail markets in China continued
during the year and while some economically vibrant cities enjoyed
recovery in retail sales during the year, some other cities were still mired
in sluggish markets. Moreover, the e-commerce continued during the year
to gathering steam, exerting ever greater influence on the country’s retail
consumption. The Group took measures by increasing its marketing and
promotional efforts through digital mean with an aim to adapt to the fast
changing operating environment.

Shanghai Jiuguang

After the revamp of Shanghai Jiuguang, it was well-positioned to
capitalize on the recovery in China’s retail consumption. The department
store recorded a 7.5% growth in sales revenue in 2017, with sales of
clothing, fashion and apparel and food items growing particularly strongly.
The store's renovation was part of the Group's business measures to cope
with the changes to the operating environment, including increasing
competition from e-commerce and the change in requirements from the
growing middle class and the younger generation of consumers. In
addition to the store’s enhanced layout, Shanghai Jiuguang also enriched
its product assortment, increased its efforts to adopt the hybrid model of
“merchandise direct sales and concessionaires’ sales” and stepped up
marketing and promotional efforts with the aim of enhancing the
shopping experience. With the help of the department stores’ varied
marketing and promotional activities, sales for the New Year's Eve
recorded new high in daily sales revenue on 31 December 2017. The
continued endeavours paid off as they boosted the average daily footfall
to around 50,900 visitors. Average ticket size increased 4.4% to RMB403,
while the stay-buy ratio remained stable at 39.7%. The average
concessionaire rate collected by the store remained stable at around
23.7% (2016: 23.9%).

Suzhou Jiuguang

A department store that aims to meet the needs of a burgeoning middle
class in a second-tier city such as Suzhou, Suzhou Jiuguang also pressed
on during the year with the Group’s business measures to fully capitalize
on the recovery in China’s retail sector. In 2017, the department store
recorded a 12.9% growth in sales revenue. In particular, sales of clothing,
cosmetics and accessories were particularly strong, rising by 14.8%. On
the back of its enhanced marketing and promotional efforts, the store’s
average daily footfall edged up 1.2% to around 22,800 visitors and the
average ticket size increased by 8.6% to RMB400. Suzhou Jiuguang took
the online-to-offline initiatives on a trial basis which did stoke up
consumers’ enthusiasm for spending and achieved record high daily sales
revenue on the Singles’ Day. Meanwhile, the stay-buy ratio rose by 1.5
percentage points to 39.2% whereas the average concessionaire rate
collected by the store was 19.3%, compared with the 19.4% in the year
2016.
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Dalian Jiuguang

Dalian Jiuguang ceased operation at the end of 2016 amid a persistently
sluggish retail market. The Group was still collecting rents from a few
retailers operating on the upper floors of the property on leasing
arrangements during 2017. The Group is considering making changes to
use of the property, with an aim to increasing its efficiency and returns.

Standalone Freshmart Operation

Freshmart, which sells high-quality food and confectionary products as a
standalone operation of the Group in Changning, Shanghai, continued to
face increasing competition in the neighboring area in the year under
review, with sales revenue remained relatively stable.

Interest in Associates

Beiren Group, a well-established Shijiazhuang-based retailer in which the
Group has a strategic equity interest, achieved single digit growth in sales
revenue in 2017, with the gross profit margin remained stable for 2017.
Profit (after share of non-controlling interests) attributable to the Group
decreased 8.3% to RMB172.8 million in 2017 which was mainly caused by
an impairment provision made against an account receivable which is non
trade in nature. The net share of profit from this investment accounted for
64.1% of the Group's profit attributable to owners of the Company.

Restaurant Business

Aggregate sales revenue of the Group's restaurant business remained
stable at approximately RMB74.2 million in 2017. The combined sales
revenues of the Wa San Mai restaurants at the Shanghai Jiuguang and
Suzhou Jiuguang decreased by 8.6% while sales revenue of the restaurant
in Hong Kong increased 1.4%.

Business Expansion

Progress was made in terms of the construction works of the Group’s retail
and commercial complex in Daning, Jingan District, Shanghai. Scheduled
to be completed in 2019, the project comprises a large retail complex,
which will house the Group's second Jiuguang store in Shanghai, and two
office blocks. The commercial complex is expected to boost the Group's
market presence and further enhance its brand equity in Shanghai.
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Outlook and Plan

While steady economic growth in China and resilient external demand are
expected to support consumer confidence and spending in 2018,
uncertainties over rising trade protectionism and volatility in the financial
market could hinder the growth of the retail market.

Under a seasoned management which is alert to changes in the retail
environment, Shanghai Jiuguang and Suzhou Jiuguang will remain the
drivers of the Group’s business growth in the meantime. The two
department stores will build on their past achievements and maintaining
their growth momentum. To cope with the increasingly competitive retail
environment, the Group will continue to pursue its business measures,
seeking to enhance consumers’ shopping experience with better value-
added services, enriched product assortment and enhanced marketing
and promotional efforts at the department stores.

To gear up for the competition, which has been intensified by the growing
e-commerce as well as new supply of retailing space, the Group will
strengthen its ties with the concessionaires, develop or offer high-quality
and attractive merchandise and enhance the mix of tenants who are
owners of well-known or popular brands. We will continue to provide
comprehensive value-added services of high standards for customers and
to better meet the needs and cater to the tastes and preferences of the
local customers. All these measures can accentuate the brick-and-mortar
retail venue’s advantage over e-commerce operators as the physical
stores can offer immediate experience of both a lively shopping
environment and a wide and varied selection of goods. This is also how
the Group will try to expand its VIP customer base in order to generate
more sales revenue and thus better returns to shareholders.

The Group remains open to new investment opportunities which would

facilitate the long-term sustainable growth of the Group with an aim to
generating better returns for shareholders in the longer run.
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Report Scope

The Board of Lifestyle China Group Limited (the “"Group”) believes that
the business of the Group is closely linked to the environment and society
in various ways, and we will disclose and report matters that we believe
are relevant and important to the Group's mission.

Business philosophy

As a premier department store operator, we regard integrity as our core
value and we believe that the Group’s presence and prosperity is
interdependent and interconnected with the society and we adhere to the
following philosophy in conducting our business:

1. Customers: our mission is to operate one-stop department stores,
so that our customers can enjoy a pleasant shopping experience.

2. Employees: employees are our most precious asset and we treat
them with fairness and respect and maintain a working environment
to unleash their full potentials.

3. Business partners: we do business with our partners with integrity
and fairness and in a responsible manner. At the same time, we
expect and encourage our business partners to embrace high
standards of corporate responsibility similar to those of ours.

4. Community: we are dedicated to serve and contribute to the
communities in which our business is operated.

5. Shareholders: we endeavor to create sustainable returns to our
shareholders.
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Environmental, Social and Governance Report (continued) R

Environment

Emissions

While creating economic value to the society with an aim to minimise the
impact of our business to the environment, we dedicate our effort to
establishing sustainable development and act as a responsible
corporation in discharging our social responsibilities. To achieve these
objectives, we strive to take appropriate measures to ensure that correct
decisions and executions are made at all levels of our operation.

To contribute environmentally sustainable development, we are
committed to:

1. eliminating resources wasting misconduct

2. minimizing uses of scarce resources and energy

3. adopting environmental friendly operating solutions

4. promoting environmental protection and conservation awareness
5. setting sustainable and measurable environmental protection targets

The primary sources of greenhouse gas emissions of the Group include
electricity, water and natural gas consumption. Hazardous and non-
hazardous wastes mainly come from sewage, kitchen, construction and
household wastes. We focus on measuring and reporting carbon
reduction results and promoting waste reduction at source. In this
connection, we strictly comply with relevant legislative requirements on
sewage and waste disposal, and appoint government approved
professional firms to carry out recycling treatment, so as to implement
effective environmental management system standards. Regular
inspections on the Group’s operations are conducted by relevant
government environmental protection authorities. The result of annual
government inspection on all relevant water pollution and waste disposal
for the year 2017 was passed and complied with government standards.
KPI A1.1: There are 8 types of emissions including air pollutant, kitchen
waste, slop oil, household waste, domestic wastewater,
construction waste, sewage well and grease trap wastes. The
total emission and corresponding intensity in the year 2017 was
441,783.71 tonnes and 1.63 tonnes/sq.m. respectively.

KPIA1.2: The greenhouse gas emission of carbon dioxide and
corresponding intensity for the year 2017 was 51,865.19 tonnes
and 0.19 tonnes/sqg.m. respectively.

KPI'A1.3: The total hazardous waste produced and corresponding
intensity in the year 2017 was 587.49 tonnes and 2.17 kg/sq.m.
respectively.

KPI A1.4: The total non-hazardous waste produced and corresponding
intensity in the year 2017 was 441,196.47 tonnes and 1.63
tonnes/sq.m. respectively.
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KPI A1.5: The measures taken to mitigate emissions and their results for B34 2017 B UAF 2 AR FRRUE R B2 B0 15
the year 2017 are as follows: FEIEALS MRS RCREIIAT o

we strived to minimise carbon impact to the surrounding area by
adopting environmental friendly construction processes.

we strived to use environmental friendly products and services for
our decoration and renovation projects in order to minimise the
creation of harmful substance. For instance, we would request our
contractors to use environmental friendly and energy saving
products which are approved by relevant government authorities,
especially materials such as adhesives, paints, coatings, etc., which
must be low VOC (Volatile Organic Compounds) compliant.

KPI A1.6: Handling of hazardous and non-hazardous wastes, its

measurement and results of waste reduction for the year 2017
are as follows:

Set up a sewage treatment system for handling sewage in
compliance with the Government’s “Pollutant discharge standard
for urban sewage treatment plant”.

Waste prevention and management play an indispensable role in
our overall environmental policy. Accordingly, we have established
an effective waste management approach to ensure that collection
and treatment of waste were carried out in compliance with relevant
government regulations and would cause the least impact on the
surrounding environment. We will strictly follow the relevant
government requirements and engage government approved
professional firms to carry out separation, recycling and removal of
waste.

Food wastages mainly came from our catering tenants and staff
canteen. We provide guidance to our catering tenants and
employees to promote food waste prevention by reducing
unnecessary production and consumption. At the same time, we
have procedures in place on collection and treatment of food waste
which are in accordance with the principles and requirements as set
by the government. As opposed to dumpling, landfilling or selling
food waste in an illegal manner, we will engage the municipal city
government approved professional firms to carry out collection and
removal of food waste.
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Use of Resources

We are committed to minimizing the overall energy consumption in our
daily operations. Through scientific management and implementing
appropriate controls in every part of our operations, we strive to maximise
the energy efficiency and minimise the wastage of electricity, gas fuel and
water resources.

KPI'A2.1:

KPI'A2.2:

KPI'A2.3:

Our direct and indirect energy consumption by type for the
year 2017 was 60,535,155 kWh of electricity; 110,221 cubic
meters of natural gas consumption, and 17,644 tonnes of steam
energy consumption. Accordingly, the energy consumption
intensity was 224kWh/sq.m., 0.41 cubic meter/sq.m. and 0.07
tonnes/sq.m. respectively.

The total water consumption and corresponding intensity for
the year 2017 was 483,865 tonnes and 1.79 tonnes/sg.m.
respectively.

Electricity is mainly consumed by air conditioning systems,
vertical transportation systems, general lighting, refrigeration
systems, plumbing and drainage systems and . T facilities within
the Group's department stores/buildings. Our initiatives on
improving the efficiency of energy use and the results achieved
for the year 2017 are as follows:
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Energy efficiency and environmental friendliness are the most
important selection criteria in our new equipment and facilities
procurement process, priority will be given to those lighting and
power equipment which are energy-efficient and environmental
friendly. Energy efficiency requirements are also applied to the
tendering processes. In 2017, to better achieve energy saving, heat
pump units revamp had been included in the work agenda at our
Shanghai store and energy-efficient and environmental-friendly
centrifugal heat pump units would be considered. In the meantime,
chiller plants at Suzhou store are also planned to be upgraded from
fixed-speed to variable-speed start-up.

To reduce substantially the energy consumption, we are gradually
replacing the traditional lighting sources with high efficiency, long-
life and low power consumption LED lightings. Following the
completion of the LED lightings renovation project in back office
area and supermarket area at Shanghai store in 2017, the
requirement of the use of LED lightings was further applied to
tenants in order to rationalise the reduction of electricity and energy
consumption. At the same time, initiative had also been made at
Suzhou store to replace the present traditional lightings with LED
lightings in the back office area.

To improve the energy efficiency of the piping and drainage
systems, we carried out alteration and improvement works on the
sewage pump system of the water collection wells. In 2017, the
reconstruction of 2 sets of drainage systems for catchment wells,
and re-planning and renovation of the sewer piping in the snack
section of the supermarket has been completed at our Shanghai
store. At the same time, in 2017, the conditions and piping of all
water collecting wells, sewage wells and grease traps at basement
second floor of Suzhou store was evaluated; pipes with trachoma
and serious corrosion were replaced; and ageing electric motors
with weak sewage discharge capacity were replaced; tube well level
alarm device was updated to improve the efficiency of the drainage
system equipment.
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With the outstanding achievement in maintaining low carbon
emission and good energy saving performance during 2014 to 2016,
our Shanghai store has been invited by the Shanghai Jing'an district
Commerce Committee to participate in nomination for the title of
Top Runner for the enterprises’ energy conservation and emission
reduction. Meanwhile, according to the actual total energy
consumption in 2017 at Shanghai store, we successfully completed
the carbon emission task for 2017 assigned by Shanghai Municipal.
Compared with the same period in 2016, we reduce around 160
tonnes of coal consumption and were awarded RMB90,000 as
incentives in respect of energy saving. Suzhou store was also able to
obtain the energy system certification in 2016, and received
RMB80,000 of government subsidies. Besides, based on provincial
and municipal examination and evaluation and being energy saving
advanced unit in Jiangsu Province, we passed assessment by
Suzhou Municipal Energy Conservation Supervision Center and
inspection of enterprises’ information via online submission and
passed the review of energy system certification and building
carbon emission verification.

KPI A2.4: Water consumption mainly comes from sanitary facilities for our

customers and staff as well as the water-cooled air conditioning
systems. Water efficiency enhancement initiatives adopted by
the Group in the year 2017 and their results are as follows:

In 2017, water requirements were optimized at Shanghai Store,
reducing the water consumption in air-conditioning. Drainage
system of staff canteen was upgraded to reduce water wastage. At
the same time, the replacement of the air-conditioning system at
the 7th floor atrium has been completed and efficiency of water
consumption has been enhanced.

In 2017, inspection of the catering tenants ' kitchens was conducted
at Suzhou store, sprinkler systems of tenants were duly tested and
effective planning was made regarding curtain glass wall cleaning
and floor cleaning to effectively control the use of water.
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Environment and Natural Resources RERXAER

We support environmental protection and constantly assess the &£E—EBIXHREAWVHENTHRCLBERENEE
effectiveness of the measures taken to minimise the impact of our EAEFHEHLEBRETEBYURBARRERE
business operation to the surrounding environment so that appropriate K& - MR {EHERE - BRAEHREEFERE
improvement actions could be taken promptly. These measures include — BERRBARIRR4K - A A - BB ERE - S

the use of energy-efficient lightings, paper usage reduction, turning off i

T 2% 3R 16 A 54 AR © S I A1

idle lightings, computers and electrical appliances and other facilities and SR TR AR HEBIRRERNER - T ESEEME
equipment to save energy. We are also committed to promoting the use  FANRRAREENFEYLE -

of recycle paper and shopping bags made of recycle paper in our stores.

KPI A3.1: Appropriate actions are taken to manage and minimise the  BES4EX SECRIITEEREEKTEEHIRE
impacts of our operations to the environment and natural EIZA3  RAREBRNEATE  BEAEERE

resources. We actively promote environmental protection and
emphasise green operation and green office. Policies and
measures are implemented to enhance energy conservation
and emission reduction management. Relevant policies and
measures taken in 2017 are as follows:

— Implementation of office automation systems. In 2017, the Group ~ —
implemented electronic office automation systems to optimize
office procedures and streamline processes to reduce the use of
office paper and promote the Group's paperless office operation

—  Implementing double-sided printing and reusing and recycling  —
toner cartridges, paper, envelope and paper files. In 2017, we
changed the A4 full-page version to the A5 half-page version in
respect of the relevant forms when necessary to facilitate the
reduction of paper consumption at our stores. At the same time,
printing facilities are being adjusted to reduce the consumption of
consumables. Centralised collection and disposal of used
consumables is adopted to minimise environmental pollution
resulting from improper waste disposal.

—  Procuring and using recycled paper bags instead of traditional = —
packaging bags. To advocate environmentally responsible
shopping, we provide customers with recycled paper bags with
printed recyclable marks to remind customers that the bags are
recyclable. We take appropriate measures to comply with “General
Technical Requirements of the environmental protection, safety and
labelling for plastic shopping bags” and “Notice on restrictions of
manufacturing and the sale of plastic bags” issued by the
government. Reduction on plastic bag consumption was achieved
through charging customers for plastic bags, and provide plastic
bags when necessary to ensure reasonable usage.

—  Encouraging the use of environmental friendly materials and energy ~ —
efficient equipment in our construction projects; incorporating
environmental friendly concept into the design of our office and
stores, including adopting open atrium design to maximise the use
of natural light and share lightings in common areas, and utilising
existing furniture and resources where possible during renovations.
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Environmental, Social and Governance Report (continued) R

In 2017, our new project located in Jing'an District has focused on
the importance of green, environmental protection and energy
saving in the whole project development, design and construction.
The project meets the requirements of “green building” in many
aspects such as land-saving and outdoor environment, energy-
saving and energy utilisation, water-saving and water resource
utilisation, resource-saving materials and materials utilisation, indoor
environmental quality and operation management. After the project
was awarded the German Energy Certification in 2015, the project
was awarded in 2017 the excellence environmental protection case
in the "International Jing An, Green Development “ which was held
by Jing'an District Environmental Protection Bureau. The project will
soon receive 2-Star Green Construction and the United States LEED
gold certification. We aim to achieve a coordinated development of
people, buildings and the natural environment and while utilising
natural resources and handmade means to create a good and
healthy living and entertainment environment, we aim to controlling
and minimising the use and destruction of the natural environment.

Social
Employment and Labour Practices
Employment

As of 31 December 2017, we had 1,371 employees.

As an employer of equal opportunities, the Group’s employment policy
aims to provide a working environment where there is no discrimination
on the basis of race, gender, religion, age, etc., and establishing a sound
and quality work environment to attract talents. All applicants enjoy equal

opportunities and fairness.

g T—

Lifestyle China Group Limited Annual Report 2017

— 07 FKBMNRFLEMFTBEELRE
P ISRMBEBHE  RIR - ﬁ%mé
EHEFNEEBEEER - BE D RIEEH

ELEAMRIE - fNEEERELIRFA - BKEIKE
ﬁﬂ M EMEERFA - EANREMR
=z féﬁﬁ%ﬁﬁﬁﬂﬁféﬁ_%xi
Eilﬁﬁﬁézmsﬁéﬁ% AR AREERER -
NR2017 FEF EATHZRRERERD
[BEHFLHECERE| RREFRN - BER
EHESgE - ENERLEEDS #RE - £8
LA BEANEBARENRBALRBEZ
EFMBARAMEEMAIFRAIERL - @5
E’JE{I IRELIRBE WY R B - 3 1) AE MO I2E Il AN

A B AR A IR R o

e

EEREIER

&

HIE2017F 128318 - A5£EE1,371BEE -

SEEATERERE  BRERBKKBARE—ET
FHEERK 5 R FREEMERNTER
52y —(lAxE &%E’E’JIT’B&% W‘&%\/\ﬁ
FIABMHAEAZTEFSHERA



Environmental, Social and Governance Report (continued) &i% -

In order to attract and retain outstanding talents, the Group has a
comprehensive performance appraisal management system and regularly
communicates with employees to ensure its transparency and fairness.
Through the assessment of employees’ job performance, employ and
promote these with common values and professional ethics, and
recognise employees who are self-motivated, responsible and honest in
order to ensure the continued improvement of the Group's business.

Employees’ remuneration package is reviewed regularly. The evaluation
makes reference to local labour market and the level of salaries and
benefits in the same industry and takes into account of employees’
performance and experience to ensure that competitive remuneration
package are being offered so as to motivate continuous improvement and
contribution to the Group. In terms of employee dismissal, we follow the
local labour laws and regulations as stipulated by the government.

Our policy on working hours, rest days, other benefits and welfare are in
line with the requirements of the local government and industry practices.
In addition to paid annual leave, we also offer employees other types of
holidays, including sick leave, marriage leave, maternity leave and care
leave.

Furthermore, we take steps and initiations to maintain a harmonious
labour relationship. We also work with labour unions to organise a wide
range of leisure and cultural activities to express our care to our
employees and promote healthy lifestyle and strengthen their sense of
belonging and cohesiveness to the Group. The leisure and cultural
activities held in 2017 included New Year dinner gathering, badminton
and basketball competitions, etc.

In 2017, there were no serious breaches of applicable legislations and/or
regulations.
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Environmental, Social and Governance Report (continued) R

KPIB1.1: The Group's workforce can be divided into five age groups: 18-
20 years old, 21-30 years old, 31-40 years old, 41-50 years old

and 50 years old or above.

Employees’ distribution by gender, type of employment and age in 2017

are shown in the following charts:

Gender Distribution

1 5l 3

Female Zl%
Male S

By Employment Type
RERERE S

Labour Contracts %1% AR
Services Contracts %3R5 %54 [

By Age

RERARE D
18-20 years old 18-20 R F B B B B 4
21-30 years old 21-30 R FERERIEEY
31-40 years old N-A0RFIREREB A
41-50 years old 450 BEF R BRI B 4
50 years old or above 50 A L FERERfE B 4&
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Environmental, Social and Governance Report (continued) B - # R E4HRE ()

Health and Safety

We always strive to provide and maintain a safe and healthy environment
for all customers, employees, and business partners. Therefore, we
provide comprehensive insurance coverage for work injury and employer
liability. We conduct regular inspection of premises, provide training and
education to our employees on disaster prevention, fire drills,
occupational safety, as well as first aid training to enhance employees’
knowledge and skills to prevent accidents.

—  Maintaining proper lightings and ventilation systems and a clean
environment in both office and on sales floors, and providing
sufficient working space in the offices.

—  Smoking is prohibited in office and department store areas.

—  Following government guidelines relating to severe weather
warnings such as typhoons and rainstorms.

At the same time, employee is expected to share the responsibility in the
making and monitoring of procedures and arrangements in respect of
safety and health. All employees will:

—  co-operate in identifying, reporting and rectifying of hazards at work
in relation to health and safety and report such hazards immediately
to superiors or the security department.

—  co-operate in the investigation of any accidents or hazards to
preventing them from happening or re-occurrence.

—  co-operate with management in adopting safe working methods
and procedures.

KPI B2.1: There was no work related fatality incident reported in year
2017.
KPI B2.2: The number of loss of working days due to work injuries was

148 days in 2017.
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Staff Training and Development

We regard employees as valuable assets and their development helps
driving the growth of the Group. In pursuing our business objectives and
providing protection to the rights and interests of our employees, we aim
to put in place a suitable training platform that supports our employees’
personal development as well as the development of the Group through
performance evaluation, two-way communications and guestionnaires on
training needs. The employee development and training policies adopted
by the Group include:

—  providing new joiners with comprehensive orientation program to
assist new joiners familiar with the group.

—  providing employees with regular and ad-hoc internal training and
development workshops necessary to discharge their duties at work.

—  active sourcing of suitable external training programs. In 2017, we
worked with professional training institutions to provide supervisor
level outward development workshops and middle to senior
management level training programs. These workshops and
programs covered aspects such as management and team building
skills which were provided by professional trainers.

—  post training evaluations were conducted to assess the effectiveness
of these training programmes.

.afestyle
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Environmental, Social and Governance Report (continued) &i% -

Labour Standards

We are committed to complying with the relevant local labour laws and
regulations, and ensure that the employment contracts with employees
are on a fair, equal, voluntary, mutually agreed and good faith basis. We
adopt employment policy and procedures which prohibit forced labour
and child labour. The same requirements are expected to also apply to
our concessionaires and tenants.

KPI B4.1: We strive to perform continuous review and improvement in
the recruitment practices to prevent child labour and forced
labour.

The relevant policies adopted by the Group are:

—  Strictly prohibiting any departments to request and/or employ any
person who age below 16. The Human Resources Department is
responsible for the review of the age during recruitment to ensure
that no minors under the age of 16 are employed.

—  All employment must be on a voluntary basis and we do not allow
forced labour, or using any form of deception to allure employee to
work.

KPI B4.2: We were not aware of any child or forced labour incidents in
the year 2017. The Group believes that it is not exposed to any
risk of having child or forced labour in our business operation.
We are committed to taking immediate measures to eliminate
any noncompliance situations in respect of child or forced
labour.

Operating Practices

Supply Chain Management

We establish our practices and build our supply chain management based
on the business model that is sales of direct purchased merchandises and
sales of branded merchandises through concessionaire and leasing
arrangements. Through seamless cooperation with suppliers and business
partners, and highly efficient information technology networks, we are
able to work smoothly along the supply chain which optimises the
resources allocation to deliver high-quality products and services to our
customers.

The supply chain management policy and procedures adopted include:

—  to cooperate in a fair, honest and responsible manner with suppliers
who share our business philosophy.
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—  suppliers are contractually prohibited to hire child labour.

—  suppliers are contractually obliged to ensure that the products they
offer are non-toxic and meet relevant government and industry
requirements and standards.

KPI B5.2: Description of practices relating to engaging suppliers

—  suppliers are required to meet the Group's product requirements,
such as price, quantity and delivery time.

—  selection process of suppliers is based on a set of standards,
including quality control and compliance with relevant standards
applicable in China and/or globally.

—  renewal of supplier contracts is subject to satisfactory results upon
review of their performance during the contract period.

Product Responsibility

We believe that our reputation is built on delivering high quality products
and services to our customers. Our operation team is committed to
providing safe and high quality products and services to our customers,
and addressing customer complaints with utmost attention.

Moreover, we believe that product safety is the key to our success. We
strictly follow the industry standards and government regulations relevant
to our products and services. We provide trainings to employees to
enhance their consciousness of product safety in order to prevent any
counterfeits and sub-standard merchandises being sold at our stores and
to protect the rights and interests of our consumers.

The product safety policies adopted by us are as follow:

—  For non-food products, regular quality checks are conducted on
products provided by our suppliers and business partners to ensure
that these products meet the relevant safety standards and
requirements. Special attention is placed on the compliance with
those regulations and requirements related to baby and children
products, toys and customer safety to ensure that our product sales
fully complies with the relevant regulations and requirements of the
PRC.

—  For food products, we assume the primary responsibility for food
safety in accordance with the relevant provisions of the “Food
Safety Law of the PRC". We also follow policies and procedures
such as "Purchase inspection and recording policy”, “Food selling
procedure management”, “Procedures regarding removal of sub-
standard food items from shelves”, and “policy and procedures
relating to reporting and handling of emergency food safety
incident” etc. to ensure all food items provided are safe.
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Environmental, Social and Governance Report (continued) &i% -

KPI B6.2: In 2017, our customer services include supports extended to
customers before, during and after the sales. All complaints
were handled by professional personnel of our customer service
department. Details of the complaints, monitoring and status,
handling time and settlement were properly recorded. In 2017,
customer complaints received by the Group were consistent
with those of the industry.

KPI B6.3: Practices relating to observing and protecting intellectual

property rights.

The Group understands brand equity is critical to our success. We allocate
resources to maintain and protect the intellectual property rights of our
brands.

—  We value intellectual property and recognise intellectual property is
an indispensable element of successful business.

— We manage and protect our intellectual property through
registration and maintenance and enforcement of our intellectual

property.

—  We respect intellectual property rights of others and do not infringe
their intellectual property rights.

Anti-corruption

We strive to achieve transparency, integrity and accountability in our
operations and require our employees to maintain high standard on
ethics, personal and professional conducts in order to maintain and
promote the Group's reputation. In addition to these codes of conduct for
employees, we have in place a conflict of interest declaration and
whistleblowing mechanism, which we share with our business partners to
minimise and mitigate any situations that may lead to the occurrence of
conflict of interests or corruptions. We consider integrity as our core value
and we encourage our employees to report any misconduct or fraudulent
behaviour. Our anti-corruption policy is set out in the Employees’
Handbook and the undertaking signed by our suppliers.

KPIB7.1: In 2017, there were not any members of the Group or any of the
employees during his/her employment term was prosecuted for
corruption.
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Community Investment

We adhere to the concept of “Giving back to society” and proactively
participate in community and social services to promote corporate social
responsibilities and make contributions to the society. In this regard, we
actively invest to support the community, especially to those less
privileged group as well as the young generation in terms of education,
growth and development. Through connecting and interacting with the
community, we aim to:

—  support less privileged group and bring them love and hopes;

—  encourage employees to be compassionate and caring;

—  strengthen our employees’ sense of belonging to the society; and
—  provide education to help them achieving better future.

KPIB8.1: The Group contributes its time and resources to the community
in the following areas:

—  supporting and interacting with the community (such as the less
privileged group and people with disabilities); and

—  education
The related actions in each area include:

—  For education support, activities we organised in 2017 were as
follows,

M An exhibition and charity bazaar “Rainbow Art, Contribute to
Earth” was held during 11 March to 16 April, 2017 at our
Shanghai store for supporting the Shanghai Charitable
Education and Training Center through activities and
donations, subsidising the young children in need. A donation
of RMB 50,000 was made to the charity.

™M On 5 September 2017, our Shanghai store continued with the
sponsorship it made in 2015 and 2016 to Ma You Primary
School in one of the poverty areas of Guizhou, donating
sports equipment, teaching materials, and computer supplies.
On top of this, we extended our support in 2017 and helped
the school to set up a library by donating about 1,000 books
which was worth RMB 8,900, making this charity event more
meaningful with far-reaching legacy.

M Suzhou store participated the charitable education support
activities held by Suzhou Industrial Park Charity Foundation
on 30 August 2017. The education support charity activity
aims to give students from needy families the opportunities to
learn and acquire knowledge. Suzhou Jiuguang donated
RMB100,000 in this event.
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—  For community care, activities we participated in 2017 were as
follows,

|

On 1 January 2017, we continued to participate in the “Love
under Blue Sky — Charity Sale by Thousands of Shop” event
hosted by the Shanghai Charity Foundation, and donated part
of a day’s sales receipts in the amount of RMB7,000 to support
women for gynecological examination and the elderly with
financial difficulties.

On 9 January 2017, staff volunteers at Shanghai store visited
centenarians during the Spring Festival. They conveyed
greetings to the 196 centenarians in Jing'an District, and gave
them gifts valued at RMB 145,824. As to Suzhou store, we are
currently liaising with “Suzhou Yijiayi Public Welfare Service
Centre” with an aim to participating in their charitable
activities in the future.

KPI B8.2: We continued to work actively with various charitable

Outlook

organisations to interact with local communities in a variety of
ways during the year. In 2017, we donated RMB311,724 to less
privileged group and teenagers. The charitable organisation we
worked with included Shanghai Charity Foundation, Shanghai
Jing’an District Civil Affairs Bureau, Shanghai Charitable
Education and Training Centre, and Suzhou Industrial Park
Charity Foundation.

We will continue to uphold our principle in a responsible manner and
strive to strike a balance among the interests of our customers,
employees, shareholders and the society, and make contributions to the

society.
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Environmental, Social and Governance Report (continued) Ri% -

Environmental, Social and Governance Reporting Guide of The Stock
Exchange of Hong Kong Limited

A. Environmental

&5l

BR
A1. Emissions
23,67
General ¢ Information on (a) the policies; and (b) compliance with relevant laws and
Disclosure regulations that have a significant impact on the issuer relating to air and
— R greenhouse gas emissions, discharges into water and land, and generation
of hazardous and non-hazardous waste.
ARARER SR ERIBHER  AKRTOIES - BERBEEEZYNELEN © ()
B R (b) BFHETABEAXENRRER RPN ER -
A1.1  The types of emissions and respective emissions data.
BERCiE R AR B
A1.2  Greenhouse gas emissions in total and intensity.
BERBAHERERTE
A1.3  Total hazardous waste produced and intensity
MEEREEZMREREE
I;%g%@@b@ Al4  Total non-hazardous waste produced and intensity
AR FREL BEBERNBERTE
A1.5  Description of measures to mitigate emissions and results achieved.
R E B R E B b AT S AR -
A1.6  Description of how hazardous and non-hazardous wastes are handled,
reduction initiatives and results achieved
Wl REAENESERYNIE  REEEENERRIEKER
A2. Use of Resources
BEIRER
General * Policies on the efficient use of resources, including energy, water and other raw
Disclosure materials.
—RIE BRERER (BERR  KREMEME) HBK o
A2.1  Direct and/or indirect energy consumption by type and intensity.
REAESNERR S EEEREEERTE -
A2.2  Water consumption in total and intensity.
BRKERTE -
kPl A23  Description of energy use efficiency initiatives and results achieved.
ST it B R P Rt B AT S AR -
RSB RIEIR o A o . o
A2.4  Description of whether there is any issue in sourcing water that is fit for
purpose, water efficiency initiatives and results achieved.
i aCREE R E AT BEAIRIRE - SARERT Ak e st &I R FTISBR ©
A2.5  Total packaging material used for finished products.
SRR BEM AR -
A3. The Environment and Natural Resources
RERKXRER
General e Policies on minimising the issuer’s significant impact on the environment and
Disclosure natural resources. i
T WIERT AR AR L BN EAYEHRE -
KPI A3.1  Description of the significant impacts of activities on the environment and
BB i natural resources and the actions taken to manage them.

AR BRDEHRERRAERNEAZERERREEAMETBNT -
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RE — BRER
(16-18)

(16)
(16)
(16)

(18)

Considered to be
not material

BRBTER

Environment

— Environment and
Natural Resources
RIE—RIRERRABR
(19)

(19

CHERERWmE



Environmental, Social and Governance Report (continued) &i% -

B.  Social
e
B1. Employment
&
General ® Information on (a) the policies; and (b) compliance with relevant laws and
Disclosure regulations that have a significant impact on the issuer relating to compensation
— MR R and dismissal, recruitment and promotion, working hours, rest periods, equal
opportunity, diversity, anti-discrimination, and other benefits and welfare.
BRI R RIS RS - TIER B - (R FERE - 2ol - REAR
PAREARRIE KRB « (a) B : R (b) BTHETAREATENHEMERE
KRB E RS -
KPI B1.1  Total workforce by gender, employment type, age group and
BSERUELT geographical region.

R~ BIERRE - FERARI MRS D HES B -
B2. Health and Safety

REHEZZ
General ¢ Information on (a) the policies; and (b) compliance with relevant laws and
Disclosure regulations that have a significant impact on the issuer relating to providing a
—MRIRER safe working environment and protecting employees from occupational
hazards.
ARRE L2 THERERRERBERBRIEBEZN : (@) B & () 8TYH
BIIABERZENBBERRAOINER o
KPI ) B2.1  Number and rate of work-related fatalities.
FASERUEE A TERAEMIE TR ABR LK -
B2.2  Lost days due to work injury.

RATBEALATERE -

B3. Development and Training

R RIE
General e Policies on improving employees’ knowledge and skills for discharging duties
Disclosure at work. Description of training activities.
—RIKEE BRATETHE B BT TIERE M AR N B BERBUR - #EFIES) -

B4. Labour Standards

BTER
General ¢ Information on (a) the policies; and (b) compliance with relevant laws and
Disclosure regulations that have a significant impact on the issuer relating to preventing
— R child and forced labour.
ARARLLE T koo il Te) « (a) BUR + R (o) T BT ABEARZEMIER
ERRIRBIER o
B4.1  Description of measures to review employment practices to avoid child
and forced labour.
KP'in s iR RIS B A A R E T RoRHIST o
RS iRE IR B4.2  Description of steps taken to eliminate such practices when discovered.

R B3R B BB LR H R B BB SLAT ESRERRO 25 8% ©

Section Reference
(Page Number)
EH2E (B1)

Employment and Labour
Practices

— Employment
BIERSIER — EF
(20-22)

(22)

Employment and Labour
Practices

— Health and Safety
BIERSTER
—REEZE

(23)

(23)

(23)

Employment and Labour
Practices

— Staff Training and
Development
ERESTER

— R RE

(24)

Employment and
Labour Practices

— Labour Standards
EBRERBIER

— B THR|

(25)

(25)

(25)
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B. Social

HE
B5. Supply Chain Management

HEEEE
General e Policies on managing environmental and social risks of the supply chain.
Disclosure EIRHIERNIRIR R AL B BB o
— MR I ER

B5.2  Description of practices relating to engaging suppliers, number of

KPI suppliers where the practices are being implemented, how they are

iR iE et implemented and monitored.
PERRAATRIR G R AEERNES  mERTERENNHEREE  UREH
BHIRENITREER 7L -

B6. Product Responsibility

EmEE

General ¢ Information on (a) the policies; and (b) compliance with relevant laws and

Disclosure regulations that have a significant impact on the issuer relating to health and

—MRARER safety, advertising, labelling and privacy matters relating to products and
services provided and methods of redress.
ARAMREERMRHORERTS - BE - RERLREE L RERUTAR -
@ BE : K b) ETHBTABERTENABERRROINER

B6.2  Number of products and service related complaints received and how
they are dealt with.
<P SR MR R R IR VIR R DL BRI -
RARAE BRI B6.3  Description of practices relating to observing and protecting intellectual

property rights.
it A I AR AN EE R R ARV 1E ) -

B7. Anti-corruption

RES
General ¢ Information on (a) the policies; and (b) compliance with relevant laws and
Disclosure regulations that have a significant impact on the issuer relating to bribery,
— I = extortion, fraud and money laundering.
BRADI AR - B - AFEMOEREN ¢ (@) BER ¢ & b) EFHETABEKR
T ENEBERIRPINEHR -
KPI B7.1  Number of concluded legal cases regarding corrupt practices brought
BARETUEE against the issuer or its employees during the reporting period and the
outcomes of the cases.
RERPRHETASEESREVEEENESHFARENE B RFA
R o
B8. Community Investment
HEREE
General ® Policies on community engagement to understand the needs of the
Disclosure communities where the issuer operates and to ensure its activities take into
— R E consideration the communities’ interests.
BRANERSER T REEMELRFENRRLEEEHEE BLRAEH
R e
B8.1 Focus areas of contribution (e.g. education, environmental concerns,
labour needs, health, culture, sport).
KPI X EREE(NHE  BEEE BIHK @F k- EE) -
RSB MR

B8.2  Resource contributed to the focus areas

HETHEBNHERIIA
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Corporate Governance Report
ERER/RRE

Corporate Governance Principles

The board of directors (“Board”) and management of the Company are
committed to maintaining good corporate governance practices
appropriate to the businesses of the Group. The Company has adopted
the code provisions in the Corporate Governance Code ("CG Code”) as
set out in Appendix 14 to the Rules Governing the Listing of Securities
("Listing Rules”) on The Stock Exchange of Hong Kong Limited (“Stock
Exchange”) as its guidelines and focus on a quality Board, sound internal
controls, and transparency and accountability to all stakeholders.

Codes Compliance
The Company has complied with the code provisions of the CG Code for
the year ended 31 December 2017, except the following deviation:

The roles of the Chairman and Chief Executive Officer are not segregated
but such arrangement facilitates the development and execution of the
Group's business strategies and enhances efficiency and effectiveness of
its operations.

The Board

(1) Board Composition
As at the date of this report, the Board consists of a total of five
directors, including one executive director, one non-executive
director and three independent non-executive directors. More than
one-third of the Board is represented by independent non-
executive directors with one of whom being a certified public
accountant. The Board believes that the number of executive and
non-executive directors is reasonable and adequate to provide
sufficient checks and balances that would safeguard the interests of
the shareholders and the Company. The directors possess
professional qualification and knowledge and industry experience
and expertise, which enable them to make valuable and diversified
advice and guidance to the Group’s business activities and
development.

The Company adopted a Board diversity policy in accordance with
the requirements set out in the code provisions of the CG Code.
The Company recognizes the benefits of having a diverse Board,
and sees diversity at the Board level is essential in achieving a
sustainable and balanced development. In designing the Board's
composition, Board diversity has been considered from a number of
aspects, including but not limited to gender, age, educational
background, ethnicity, professional experience, skills, knowledge,
industry experience and expertise. All Board appointments are
based on meritocracy and considered against a variety of criteria,
having due regard for the benefits of diversity on the Board.

Details of the composition of the Board are set out in the
"Corporate Information” in this annual report. Details of the
changes to the composition of the Board during the year and up to
the date of this report are provided in the “Directors’ Report” under
the section “Directors”. The directors’ biographies and the
relationships among them are set out in the "Profile of Directors” in
this annual report.
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The independence of the independent non-executive directors is
assessed according to the relevant rules and requirements under
the Listing Rules. The Company has received written confirmation of
independence from each of the independent non-executive
directors and the Company is of the view that all independent non-
executive directors meet the independence guidelines as set out in
Rule 3.13 of the Listing Rules and are independent.

Chairman and Chief Executive Officer

The Chairman of the Board and the Chief Executive Officer, being
the same person, is responsible for setting overall strategic plan and
development of the Group as well as for implementing the Board's
decisions, monitoring and supervising the Group's overall
performance, ensuring adequate capital and managerial resources
are available to implement the business strategies being adopted
from time to time, setting out and monitoring targets, plans and
direction for management, reporting to the Board on the Group's
performance and proposing business plans and strategies for
further evaluation and assessment by the Board.

Responsibilities

The Board is charged with promoting the success of the Company
by directing and supervising its affairs in a responsible and effective
manner. The Board steers and oversees the management of the
Company including, establishing the strategic direction and setting
long-term objectives for the Company, monitoring the performance
of management, protecting and maximizing the interests of the
Company and its shareholders, and reviewing, considering and
approving and the subsequent reviewing and monitoring of the
annual budget against actual performances and results. The Board
has delegated management, under the leadership of the Chief
Executive Officer, with authorities and responsibilities for the day-
to-day operations and administration of the Group.

Each director has a duty to act in good faith in the best interests of
the Company. The directors are aware of their collective and
individual responsibilities to the Company and the shareholders in
respect of the manner in which the affairs of the Company are being
controlled and managed.

Directors are requested to make declaration of their direct or
indirect interests, if any, in any proposals or transactions to be
considered by the Board. If a director has a potential conflict of
interest in a matter to be considered by the Board which the Board
has determined to be material, the matter will be dealt with in
accordance with applicable rules and regulations and, if
appropriate, an independent board committee will be set up to
deal with the matter.

All directors have full access to and are provided with adequate,
reliable and timely information about the operations and latest
development of the Group to enable them to discharge their
responsibilities and make timely decision. Updates have also been
provided to all members of the Board on a regular basis to enable
them to discharge their duties. Operational and financial

Lifestyle China Group Limited Annual Report 2017
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information and analysis of the Group can be accessed directly
through briefing and reporting by the Chief Executive Officer and
management during Board meetings. Through the company
secretary, independent professional advice, on the account of the
Company, could be sought should such advice be considered
necessary by any director for carrying out his/her duties properly.

Appointment and Re-election of Directors

After recommendation from the nomination committee,
appointment of new director(s), if any, is vested with the Board.
Under the Company’s articles of association, the Board may from
time to time appoint a director either to fill a casual vacancy or as an
addition to the Board. Any such new director shall hold office until
the first general meeting of the Company (in the case of filling a
casual vacancy) or until the next following annual general meeting
of the Company (in the case of an addition to the Board) after his/
her appointment and shall then be eligible for re-election at the
same general meeting.

All non-executive directors (including independent non-executive
directors) are appointed for a specific term of three years and all
directors (including non-executive directors) are subject to
retirement by rotation at least once every three years and are
subject to re-election in accordance with the Company’s articles of
association.

Meetings

The Board held four meetings during the year to review and
approve, among other matters, the Group's interim and final results
announcements and financial statements and the continuing
connected transaction, and to review quarterly operating
performance of the Group.

Board members attended the Company’s Board meetings either in
person or through telephone conferencing means in accordance
with the provisions of the Company’s articles of association. The
attendance record of each director at the Board meetings held
during the year is set out below:

(4)

(5)
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Number of board meetings attended/held

HEBRTESESINK
Board Annual General

Meetings Meeting
Directors = EEgg REBERE
Executive Director BITES
Mr. Lau Luen Hung, Thomas gt Pt 4/4 171
Non-executive Director FHITES
Ms. Chan Chor Ling, Amy PRIEIS/NE 4/4 0/1
Independent Non-executive Directors BAFHITES
Ms. Cheung Mei Han aRIEI/ N 3/4 0/1
Mr. Cheung Yuet Man, Raymond RIS & 4/4 0/1
Mr. Lam Kwong Wai MAET - 4/4 11
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Practices and Conduct of Board and Board Committee
Meetings

The company secretary is responsible for ensuring the proper
convening and conducting of the Board and Board committee
meetings, with the relevant notices, agenda and Board and Board
committee papers being provided to the directors and relevant
Board committee members in a timely manner before the meetings.

The company secretary is responsible for keeping minutes of all
Board and Board committee meetings. Board and Board committee
minutes are available for inspection by the directors and Board
committee members.

Directors’ Induction and Continuous Professional
Development

Induction package covering the Group’s businesses and the
statutory and regulatory obligations of a director of a listed
company will be provided to each newly appointed director, if any.
The Company continuously updates the directors on the Group's
businesses and the latest developments regarding the Listing Rules
and other applicable regulatory requirements.

During the year, the directors participated the following training:

(6)

(7)

ESERHBETZESEBZEARER
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Types of Training

Directors = EHER
Executive Director HITES

Mr. Lau Luen Hung, Thomas BIE skt AC
Non-executive Director FHTES

Ms. Chan Chor Ling, Amy BRAES/IME AC
Independent Non-executive Directors BYFHITES

Ms. Cheung Mei Han SR/ NME AC
Mr. Cheung Yuet Man, Raymond RIS & AC
Mr. Lam Kwong Wai AR A ABC

A — reading materials given by the Company relating to the
Company's businesses and regular updates on the Listing
Rules and other applicable regulatory requirements relevant to

director’s duties and responsibilities

attending briefings/seminars/conferences/forums relevant to
director’s duties and responsibilities

reading newspapers and journals relating to corporate
governance matters, environment and social issues or
director’s duties and responsibilities

Lifestyle China Group Limited Annual Report 2017
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Directors’ Securities Transactions

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers as set out in Appendix 10 to the Listing Rules
("Model Code”) as its own code of conduct regarding securities
transactions by directors. After specific enquiries by the Company, all
directors confirmed that they have complied with the required standard
set out in the Model Code during the year ended 31 December 2017.

Directors’ Responsibility for Financial Statements

The directors acknowledged their responsibility for overseeing the
preparation of the financial statements of the Group for the year ended
31 December 2017. The directors have ensured that the financial
statements of the Group are prepared so as to give a true and fair view of
the Group's state of affairs, the results and cash flow for the year, and on a
going concern basis in accordance with the statutory requirements and
applicable accounting and financial reporting standards.

The directors also ensure timely publication of the Group's financial
statements and aim to present a clear, balanced and understandable
assessment of the Group's performance and position through all its
publications and communications to the public. They are also aware of the
requirements under the applicable rules and regulations about timely
disclosure of inside information.

The report from the auditor of the Company regarding their
responsibilities and opinion on the financial statements of the Group for
the year ended 31 December 2017 is set out in the “Independent
Auditor’s Report” in this annual report. The Board has taken steps to
ensure the continued objectivity and independence of the external
auditor. For the year ended 31 December 2017, the remunerations paid/
payable to the external auditor of the Company were approximately
RMB2.3 million and approximately RMBO0.4 million in respect of audit and
non-audit services provided to the Group respectively. Details of
significant non-audit services and the fees incurred are as follows:

Review of interim financial information

for the six months ended 30 June 2017 RMBO0.4 million
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Board Committees

As at the date of this report, the audit committee, the remuneration
committee and nomination committee are in operation and they have
been established with specific terms of references to assist the Board in
discharging its responsibilities.

(1)  Audit Committee
The audit committee comprises three members, namely, Mr. Lam
Kwong Wai, Ms. Cheung Mei Han and Mr. Cheung Yuet Man,
Raymond, all are independent non-executive directors. The audit
committee is chaired by Mr. Lam Kwong Wai, who is a certified
public accountant. The audit committee is provided with sufficient
resources to discharge its responsibilities.

The terms of reference of the audit committee setting out the
committee’s authorities and duties, which follow closely the
guidelines of the code provisions of the CG Code, are available on
the Company'’s website.

The principal duties of the audit committee are as follows:

() to review the services and appointment of the Company’s
external auditor, the nature and scope of auditing, and the
related audit fees;

(i) to review the Company’s financial statements and reports, the
changes in accounting policies and practices, and the
compliance with applicable accounting standards, the Listing
Rules and legal requirements;

(i) to oversee the Group's financial reporting system, risk
management and internal control systems; and

(iv)  to review and monitor the corporate governance functions as
set out in the CG Code.

The audit committee held two meetings during the year. The
attendance record of each committee member is set out below:

EZERTHEES

BEARSOH BRZEEE  FHEEGRES
ERRTER BEZONEEOREREBHE
FRETEAME -

(1 EKEES
BEREZEGH=RHEAK  BIMAERE L -
RERNERKINIEL - 2EKEHIRE
VHHTESF - EREBEEMMCE AN
FEX/F MR - EREE R ERR
HWERABITERE -

BEBETAMTARNGIEZEREZE SR
EHEFINEZEE G I RBECEHRAE
NGIF D

()  EHEARBEINEZEEIZ R RARE
IARAZBIE EEIE R AARREBRER

(ii) %lﬁﬂiﬂﬂzﬁﬁ%i&i‘%&ﬁ% C BRI
REEP 22 RERETEAS
R J:m%ﬁﬂ']&/i PIFRRE

(i) ERAEBEZHFHFHE - ABRERE
&W*BE*T FIEREHRE &

(v) e REEAETREY 2 EEAN

FR ERZEQERTRAGH  B%E8
BB HEE R ZREEHIIIT

\D]]I]

Number of meetings attended/held

Audit committee member EREEEHE HERITEBERH
Mr. Lam Kwong Wai (Chairman) KB LEE (£F) 2/2
Ms. Cheung Mei Han SRE/ME 2/2
Mr. Cheung Yuet Man, Raymond SRIRSSE & 2/2

In the meetings, the audit committee (i) reviewed with external
auditor the Group's interim and annual financial statements and
reports before they were submitted to the Board for consideration
and approval; (i) reviewed with the external auditor the accounting
principles and practices adopted by the Group; (iii) reviewed the
effectiveness of the risk management and internal control systems;
and (iv) reviewed the corporate governance functions of the Group.
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(2)

Remuneration Committee

Members of the remuneration committee comprise three
independent non-executive directors, namely, Mr. Lam Kwong Wai,
who is the chairman of the remuneration committee, Ms. Cheung
Mei Han and Mr. Cheung Yuet Man, Raymond and one executive
director, namely, Mr. Lau Luen Hung, Thomas. The remuneration
committee is provided with sufficient resources to discharge its
responsibilities.

The terms of reference of the remuneration committee setting out
the committee’s authorities and duties, which follow closely the
guidelines of the code provisions of the CG Code, are available on
the Company's website.

The principal duties of the remuneration committee are to provide
advices and recommendations to the Board on (i) the remuneration
packages of the directors and senior management; (ii) any specific
remuneration packages with reference to market conditions,
performance of the Group and the individuals with reference to the
goals and targets as set by the Board from time to time; and (iii) if
necessary, any compensation arrangement for termination of office
of directors or senior management.

The remuneration committee held one meeting during the year.
The attendance record of each committee member is set out below:

(2)
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Number of meetings attended/held

Remuneration committee member FHESERE HE BTERRE
Mr. Lau Luen Hung, Thomas 2SS A 171
Mr. Lam Kwong Wai (Chairman) MAEEE (FFF) 171
Ms. Cheung Mei Han SRER/NE 11
Mr. Cheung Yuet Man, Raymond RIRX Fe 1”1
In the meeting, the remuneration committee reviewed and FHESeNe [ HEEeHEEERS

recommended for the Board's approval the remuneration packages EBEEN HEMEBER B MES -

of the directors and senior management for the year.
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(3)

Nomination Committee

Members of the nomination committee comprise three independent
non-executive directors, namely, Mr. Lam Kwong Wai, Ms. Cheung
Mei Han and Mr. Cheung Yuet Man, Raymond and one executive
director, namely, Mr. Lau Luen Hung, Thomas who is the chairman
of the nomination committee. The nomination committee is
provided with sufficient resources to discharge its responsibilities.

The terms of reference of the nomination committee setting out the
committee’s authorities and duties, which follow closely the
guidelines of the code provisions of the CG Code, are available on
the Company's website.

The principal duties of the nomination committee are as follows:

(i) to review the structure, size and composition (including skills,
knowledge and experience) of the Board at least annually and
make recommendations on any proposed changes to the
Board to complement the Company’s corporate strategy;

(i) to identify individuals suitably qualified to become Board
members and select or make recommendations to the Board
on the selection of individuals nominated for directorships;

(i)  to assess the independence of the independent non-
executive directors; and

(iv)  to make recommendations to the Board on the appointment
or re-appointment of directors and succession planning for
directors, in particular the chairman and the chief executive.

The nomination committee held one meeting during the year. The
attendance record of each committee member is set out below:

(3)
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Number of meetings attended/held

Nomination committee member REZEEHE HE " RITEBERE
Mr. Lau Luen Hung, Thomas (Chairman) B ste e A 11
Ms. Cheung Mei Han SR/ NE 11
Mr. Cheung Yuet Man, Raymond RIS & 1”1
Mr. Lam Kwong Wai MAE L 1”1

In the meeting, the nomination committee (i) reviewed the existing
structure, size and composition of the Board; (ii) reviewed the
independence of independent non-executive directors; and
(iii) made recommendations to the Board on the proposed
re-election of the retiring directors at the forthcoming annual
general meeting.
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Risk Management and Internal Controls

The Board has overall responsibility for evaluating and determining the
nature and extent of the risks it is willing to take in achieving the Group's
strategic objectives, and maintaining sound and effective risk
management and internal control systems. As such, the Board not only
sets and communicates the Group's strategies and objectives but also
oversees the Group's risk management and internal controls systems on
an ongoing basis, and to ensure that a review of the effectiveness of the
Group's risk management and internal controls systems has been
conducted at least annually.

The audit committee plays a vital role in overseeing the risk management
and internal controls systems on behalf of the Board. The audit committee
reviews, on at least an annual basis, the Group's risk management and
internal controls systems to ensure that management has fulfilled its
duties in establishing and maintaining an effective risk management and
internal controls systems. It also assesses the extent and frequency of the
communication of the monitoring results to the Board, as well as
considering the results of any investigation into the Group's risk
management practices and internal controls and management’s responses
to the findings of such investigations. The audit committee performs
annual review for the adequacy of budget and resources, staff qualification
and experience, and the quality of training program of the Group's
internal audit, accounting and financial reporting functions.

The Group’s system of internal controls which includes a defined
management structure with limit of authority is designed to help the
achievement of business objectives, safeguard assets against
unauthorized use or disposition, ensure the maintenance of proper
accounting records for the provision of reliable financial information for
internal use or for external publication, and ensure compliance with
relevant legislation and regulations. The system is designed to provide
reasonable, but not absolute, assurance against material misstatement or
loss and to manage rather than eliminate risks of failure in the operational
systems for the achievement of the Group's objectives.

The Group also regulates the handling and dissemination of inside
information and procedures are in place for the handling of confidential
commercial information to ensure that inside information remains
confidential until the disclosure of such information is approved, and its
dissemination effectively made.
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The main features of the Group's risk management and internal controls
systems are illustrated below:
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The Group has established an organizational structure with defined levels
of responsibility and reporting procedures. Monthly management
accounts are available for review of the senior management and the Board
(in a concise format of a Monthly Report) for monitoring the Group's
financial and operating results. The management, supported by the
operation units and the internal audit team, are responsible for
formulating, implementing and monitoring sound risk management and
internal control systems, and reporting to the Board and the audit
committee on the result of risk assessment, as well as the assessment on
the effectiveness of risk management and internal control systems.

The internal audit provides an independent appraisal on the adequacy
and effectiveness of the Group's risk management and internal control
systems. The yearly internal audit plan is derived based on the assessed
risk of the Group's major operations and business and, taking into account
also result of internal audit activities conducted in the preceding period,
are reported to the audit committee for approval. In addition to its
scheduled internal audit works, the internal audit team may be requested
to conduct other review or investigative work. The results of internal audit
reviews and agreed management action plans in response to
recommendations of the internal audit are reported to the executive
director and audit committee periodically. The internal audit also follows
up with management regarding the implementation of the agreed action
plans to ensure that operation procedures and internal controls are
continuously enhanced.

In addition to the assessment and review of risk management and internal
controls undertaken internally, the half-yearly review and annual audit
conducted by our external auditors, aim to provide assurance that the
Group's financial statements are prepared in accordance with generally
accepted accounting principles, the Group’s accounting policies and
applicable laws, rules and regulations, will also provide to certain extent
independent checks on the Group's internal controls system.
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For the year ended 31 December, 2017, management has conducted
reviews during the year on the effectiveness of the risk management and
internal control systems covering all material aspects related to financial,
operational and compliance controls, various functions for risk
management and security of physical assets and information systems. The
audit committee had been reported during the audit committee meetings
of key findings identified by internal auditors and external auditors and
discussed findings and actions or measures taken in addressing those
findings relating to the Group's risk management and internal controls.
No material issues on the risk management and internal controls system
have been identified during the year ended 31 December 2017 and no
significant areas of concern which might require rectification works or
affect our stakeholders, including our shareholders. The Board and its
audit committee considered the risk management and internal control
system to be effective and adequate, including the adequacy of resources,
staff qualifications and experience, training and budget of its accounting,
internal audit and financial reporting functions.

Commitment to Transparency

The Board emphasizes in creating and maintaining a high level of
transparency through timely disclosure of relevant information on the
Group's business and activities to the shareholders, investors, media and
investing public, through regular press releases, analysis's briefings, press
conferences, as well as timely updating of the Company’s website. Our
executive director and management, who look after the business
operation, are committed to respond to enquiries from regulators,
shareholders and business partners.

Investors’ Relations and Communication with
Shareholders

The Company regards high quality reporting as an essential element in
building successful relationships with its shareholders. The Company
always seeks to provide relevant information to existing and potential
investors, not only to comply with the different regulatory requirements
but also to enhance transparency and communications with the
shareholders and the investing public. This is part of a continuous
communication program that encompasses meetings and relevant
announcements to the market in addition to periodic written reports in
the form of preliminary results announcement and the publication of
interim and annual reports. The forthcoming annual general meeting of
the Company also provides an opportunity for communication between
the Board and the shareholders.

In addition, the Company also maintains a corporate website on which
comprehensive information about the Group is made available on a timely
basis. Regular meetings are also held with institutional investors and
research analysts to provide them with timely updates on the Group's
latest business developments which are not inside information (as defined
under the Listing Rules) in nature. These activities will keep the public
informed of the Group's activities and foster effective communications.

The Group also participated in investment conferences and forums during
the year in order to enhance the awareness of the investing public of the
Group's business operations and development strategies.
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The Company is committed to ensuring that it is fully complied with
disclosure obligations stipulated in the Listing Rules and other applicable
laws and regulations, and that all shareholders and potential investors
have an equal opportunity to receive and obtain externally available
information released by the Group.

Shareholders’ Rights

Pursuant to Article 58 of the articles of association of the Company, any
one or more shareholders holding at the date of deposit of the requisition
not less than one-tenth of the paid up capital of the Company carrying the
right of voting at general meetings of the Company shall at all times have
the right, by written requisition to the Board or the company secretary of
the Company, to require an extraordinary general meeting to be called by
the Board for the transaction of any business specified in such requisition;
and such meeting shall be held within two (2) months after the deposit of
such requisition. If within twenty-one (21) days of such deposit the Board
fails to proceed to convene such meeting the shareholder(s) himself
(themselves) may do so in the same manner, and all reasonable expenses
incurred by the shareholder(s) as a result of the failure of the Board shall
be reimbursed to the shareholder(s) by the Company.

The above written requisition shall be addressed to the Company’s head
office at 20th Floor, East Point Centre, 555 Hennessy Road, Causeway Bay,
Hong Kong.

The procedures regarding proposing a person for election as a director
are set out under the “Corporate Information” on the homepage of the
Company's website.

Shareholders may at any time send their enquiries to the Board in writing
through the company secretary whose contact details are as follows:

Company Secretary

Lifestyle China Group Limited
20th Floor, East Point Centre
555 Hennessy Road
Causeway Bay, Hong Kong

Fax: (852) 2838 2030
Email: info@lifestylechina.com.hk

Constitutional Documents

During the year, the Company has not made any changes to its
memorandum and articles of association.
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Profile of Directors

EE/ET

Executive Director

Mr. Lau Luen Hung, Thomas

Chairman and Chief Executive Officer

Mr. Lau, aged 63, joined the Company in January 2016. He is the
Chairman, chief executive officer, and is also director of certain
subsidiaries and associated companies of the Company. Mr. Lau is also
the chairman and a non-executive director of Lifestyle International
Holdings Limited, a company listed on the Stock Exchange. Mr. Lau is a
member of the Chinese People’s Political Consultative Conference
Shanghai Committee and a member of the board of directors of the
Shanghai Jiao Tong University, the PRC.

Non-executive Director

Ms. Chan Chor Ling, Amy

Ms. Chan, aged 56, joined the Company in March 2016. She has over 20
years of experience in corporate management. Ms. Chan holds a degree
of Master of Business Administration from University of Leicester, the
United Kingdom and a degree of Bachelor of Laws from University of
Wolverhampton, the United Kingdom.

Independent Non-executive Directors

Ms. Cheung Mei Han

Ms. Cheung, aged 52, joined the Company in June 2016. Ms. Cheung is a
practicing solicitor in Hong Kong. She holds a degree of Bachelor of Laws
of the University of London and a Postgraduate Certificate in Laws of The
University of Hong Kong. She is also an associate member of the Institute
of Chartered Secretaries and Administrators and the Hong Kong Institute
of Chartered Secretaries. Ms. Cheung has more than 25 years of
experience in the company secretarial sector. She has pursued the legal
career since 2006 and is currently a solicitor of S.Y. Wong & Co, a law firm
in Hong Kong.

Mr. Cheung Yuet Man, Raymond

Mr. Cheung, aged 63, joined the Company in June 2016. Mr. Cheung is an
entrepreneur and has over 10 years of experience in the department store
industry. He also has over 20 years of experience in the textile and
garment manufacturing industries and served as a director of the 15th
Board of Directors of the Federation of Hong Kong Garment
Manufacturers in the year of 1992.

Mr. Lam Kwong Wai

Mr. Lam, aged 62, joined the Company in June 2016. Mr. Lam serves as an
executive director, the group financial controller and the company
secretary of Chinese Estates Holdings Limited, a company listed on the
Stock Exchange. He has over 40 years of experience in auditing, finance
and accounting industries. Mr. Lam is a Certified Public Accountants
(Practising) and holds a degree of Master of Business Administration from
the University of Warwick, United Kingdom.
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Directors’ Report
EEEHE

The board of directors (“Board”) of the Company present their annual
report and the audited consolidated financial statements for the year
ended 31 December 2017.

Principal Activities

The Company acts as an investment holding company and the principal
activities of its subsidiaries are the operation of department stores and
supermarket business in the PRC and restaurant business.

Particulars of the Company'’s principal subsidiaries are set out in note 38
to the consolidated financial statements.

Results and Appropriations

The results of the Group for the year ended 31 December 2017 are set out
in the consolidated statement of profit or loss and other comprehensive
income on page 60.

The Board does not recommend the payment of a final dividend for the
year ended 31 December 2017.

Business Review

A review of the business of the Group for the year ended 31 December
2017, comprising the discussion of the future business development and
the principal risks and uncertainties facing the Group, are set out in the
“Chairman’s Statement” and “Management Discussion and Analysis” on
pages 4 to 5 and pages 6 to 12 of this annual report.

An analysis of the Group's performance during the year using financial key
performance indicators is provided in the “Five-Year Group Financial
Summary” on page 135. No important event affecting the Group has
occurred since the end of the financial year under review.

Discussions on the Group's environmental policies and performance,
relationships with key stakeholders, and compliance with the relevant laws
and regulations are contained in the "Environmental, Social and
Governance Report” on pages 13 to 32 of this annual report.

Shares
Details of movements during the year in the shares of the Company are
set out in note 28 to the consolidated financial statements.

Debentures
The Group has not issued any debentures during the year.

Equity-linked Agreements
The Group has not entered into any equity-linked agreements during the
year.

Distributable Reserves

Details of distributable reserves of the Company are set out in note 39 to
the consolidated financial statements.
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Pre-emptive Rights

There are no provisions for pre-emptive rights under the Company’s
articles of association although there are no restrictions against such
rights under the laws in the Cayman Islands.

Major Suppliers and Customers

The Group is principally involved in retail business which consists of direct
sales and sales under concessionaire arrangement. During the year, less
than 30.0% of the Group's turnover were attributed by the Group's five
largest customers and approximately 48.7% of the Group's purchase were
attributed by the Group's five largest suppliers in respect of our direct
sales and approximately 13.3% of the Group's purchases were attributed
by the largest supplier.

To the knowledge of the directors, none of the directors, their close
associates or any shareholder who owned more than 5% of the number of
issued shares had interest in any of the five largest suppliers of the Group.

Management Contracts

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

Donations
During the year, the Group made charitable and other donations
amounting to approximately RMB17,000 (2016: RMB859,000).

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

Executive Director
Mr. Lau Luen Hung, Thomas (Chairman and Chief Executive Officer)

Non-executive Director
Ms. Chan Chor Ling, Amy

Independent Non-executive Directors
Ms. Cheung Mei Han

Mr. Cheung Yuet Man, Raymond

Mr. Lam Kwong Wai

In accordance with Article 84 of the articles of association of the Company,
Ms. Chan Chor Ling, Amy and Mr. Cheung Yuet Man, Raymond will retire
from office by rotation at the forthcoming annual general meeting and, all
being eligible, offer themselves for re-election.

None of the directors proposed for re-election at the forthcoming annual
general meeting has a service contract which is not determinable by the
Group within one year without payment of compensation (other than
statutory compensation).
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Directors’ and Chief Executive’s Interests in Shares,
Underlying Shares and Debentures

As at 31 December 2017, the directors’ and the chief executive’s interests
and short positions in the shares, underlying shares and debentures of the
Company or any of its associated corporations (within the meaning of Part
XV of the Securities and Futures Ordinance ("SFO")), as recorded in the
register required to be kept under Section 352 of the SFO, or as otherwise
notified to the Company and The Stock Exchange of Hong Kong Limited
("Stock Exchange”) pursuant to the Model Code for Securities

EERBETRAERKRG - HERKRS
REEEREZER

RZZE—+F+ZA=+—H SEERERTTH
ABRARBISEAMZBE AR (R(BEHFREE
Bl ([BHEREE GO EXVEMRATSE) 2R
7~ RGO REEZTPFHEREE S RBAEKRD
BEIIEHRELHENAET 2 ELMARBESRS
BARSHBRAE ([BRA))EF EmRA T E
MR e+ ATE 2 ( B ITAE T HITHELRR

Transactions by Directors of Listed Issuers (“Model Code”) as set out in SHEAESFE) (122578 ) BAE A RQ 7] REH ST
Appendix 10 to the Rules Governing the Listing of Securities on the Stock — Z#EREARETIT ¢
Exchange (“Listing Rules”) were as follows:
Long position in shares of the Company AT ZHEE
Number of Percentage of
Name of director Nature of interest shares held issued shares
HERITRG
EENR EEME BFERGEE ZEDL
Mr. Lau Luen Hung, Thomas Beneficial owner 66,051,460 4.12%
BBt e EnlEAA
Interest of controlled corporations (Note 1) 540,000,000 33.70%
SyEfEERERE (1)
Interest of controlled corporations (Note 2) 222,350,332 13.87%
T EEER (M 2)
Ms. Chan Chor Ling, Amy Beneficial owner 297,000 0.02%

PRIEIZ/ME BEmEAA

Notes:

1. United Goal Resources Limited (“United Goal”) holds 540,000,000 shares.
United Goal is ultimately owned as to 80% by Mr. Lau Luen Hung, Thomas
through Asia Prime Assets Limited (“Asia Prime”) and as to 20% by certain
family members of Mr. Lau Luen Hung, elder brother of Mr. Lau Luen Hung,
Thomas. By virtue of the SFO, Mr. Lau Luen Hung, Thomas is deemed to be
interested in the same parcel of shares in which United Goal is interested.

2. Dynamic Castle Limited (“Dynamic Castle”), which is wholly-owned by
Mr. Lau Luen Hung, Thomas, holds 222,350,332 shares. By virtue of the SFO,
Mr. Lau Luen Hung, Thomas is deemed to be interested in the same parcel
of shares held by Dynamic Castle.

Save as disclosed above, as at 31 December 2017, none of the directors or
chief executive of the Company had any interests or short positions in the
shares, underlying shares or debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the SFO) as
recorded in the register required to be kept under Section 352 of the SFO
or which are required to be notified to the Company and the Stock
Exchange pursuant to the Model Code. None of the directors and chief
executive had any interest in, or had been granted any right to subscribe
for the securities of the Company and its associated corporations (within
the meaning of Part XV of the SFO) or had exercised any such right during
the year under review.
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Interests of Shareholders Discloseable under the SFO
As at 31 December 2017, the following persons (other than a director or
the 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:

BEEZRUESHRIBATHEZRRER
R-B—LF+-A=+—H TIAL(TRES
AR EFARETHAR) RARF 2B RAER
19 6P 157 1R 1 3B 2 I B K 1401 55 336 1A IE SR 4R
BEF2BETHALAGARDF 2R LA BRI
m

Long position in shares of the Company ERBRRBZHFR
Number of Percentage of
Name Nature of interest Shares held issued shares
HE#RTRMDZ
=L EEEE FERGEE Batt
United Goal Beneficial owner (Notes 1 and 2) 540,000,000 33.70%
EnBEBEA (M1 % 2)
Asia Prime Interest of controlled corporation (Notes 1 and 2) 540,000,000 33.70%
REHLEEER (1% 2)
Dynamic Castle Beneficial owner (Note 2) 222,350,332 13.87%
EnAA (M5 2)
Qatar Investment Authority Interest of controlled corporations (Note 3) 371,122,958 23.16%
Rz (N 3)
FMR LLC Investment manager 94,537,000 5.90%
WA
Notes: Bzt -
1. Asia Prime, a company wholly-owned by Mr. Lau Luen Hung, Thomas, holds 1. Asia Prime B & B8 &= 2 EHE A - HFF A United

80% of the entire issued share capital of United Goal. By virtue of the SFO,
Asia Prime is deemed to be interested in the same parcel of shares
comprising 540,000,000 shares in which United Goal is interested as beneficial
owner.

2. Mr. Lau Luen Hung, Thomas is a director of United Goal and is also the sole
director of Asia Prime and Dynamic Castle.

3. Bellshill Investment Company is a wholly-owned subsidiary of Qatar Holding
LLC, which in turn is wholly-owned by Qatar Investment Authority. By virtue
of the SFO, Qatar Holding LLC and Qatar Investment Authority are deemed
to be interested in the same parcel of shares comprising 371,122,958 shares
held by Bellshill Investment Company as beneficial owner.

Save as disclosed above, the Company has not been notified by any
person (other than a director or the chief executive of the Company) who
had an interest or short position in the shares or underlying shares of the
Company as at 31 December 2017 which were recorded in the register
required to be kept under Section 336 of the SFO or notified to the
Company.

Arrangements to Purchase Shares or Debentures

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

Goal 2 8P B B1TIR AN 2 80% © RIEFESH K EFEIEH] -
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Directors’ Interests in Transactions, Arrangements
and Contracts

Save as disclosed under the section “Continuing Connected Transactions”
below, no transactions, arrangements or contracts of significance to which
the Company or any of its subsidiaries was a party and in which a director
of the Company or any entities connected with the director had a material
interest, whether directly or indirectly, subsisted at the end of the year or
at any time during the year.

Lapse of Non-Competition Undertaking

In connection with the spin-off of the Group from Lifestyle International
Holdings Limited (“Lifestyle International”), the Company entered into a
deed of non-competition dated 24 June 2016 (“Non-Competition
Undertaking”) with Lifestyle Properties Development Limited (“Lifestyle
Properties”) (now known as Sansheng Holdings (Group) Co. Ltd.) to
provide undertakings on terms similar to those given by Lifestyle
International to Lifestyle Properties.

Upon the completion of disposal of shares in Lifestyle Properties by
Lifestyle International on 13 April 2017 (“Shares Disposal”), such
undertakings have lapsed automatically and ceased to have effect on the
Company immediately following the completion of the Shares Disposal.

Details of the lapse of the Non-Competition Undertakings are set out in
the announcement of the Company dated 13 April 2017.

Continuing Connected Transactions

The following transactions constituted non-exempt continuing connected
transactions of the Company (“Continuing Connected Transactions”)
under the Listing Rules during the year ended 31 December 2017.
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1. Tenancy Agreements 1. HEWH=
Transaction Party Name of Annual caps amount Amount paid/payable
within the Group Counter Party Date of agreement ~ Terms Premises (RMB'000) for the year (RMB'000)
EEERZR RAYUFER iEgak 8 g EELRSE (ARETR) FREH/EREE(ARETT)
(i) Shanghai Ongoing FENBATESBBEAT  26November 2004 1 Qctober 2004 to Entire building of (8) Rental Fee: 168,000 (8) Rental Fee; 160,874
Department Store Limited ("Shanghai Joinbuy”), 33 30 September 2024 Shanghai Joinbuy fig: s
(*Shanghai Ongoing ), a company owned of t=A=trA ZZIMETA-BE CityPlaza (o) Management Fee: 45000 (b Management Fee: 39,171
a company owned of 50% by the Company ZZ-MEAAZTA (LBAEATES) ERE: ERE:
65% by the Company (Note 1) 2ig DEARAT
HEARBRERAR) LENBYTESERAR BEAE
(L&) *27 ((EBAE]) AAREE
B8 65% R A A 50% FRIENAR (i3E 1)
(i) Global Top Limited, Congenial Company 10 June 2016 1 June 2016 to Portion of 22nd Floor, 1209 10,074
awholly-owned Limited S 31 December 2018 East Point Centre,
subsidiary of the (Notes2and 3) ~ATH “E-~ERA-BE 555 Hennessy Road,
Company Congenial Company ZT-N\FFZRZT-B  CausewayBay,
tHERAR Limited Hong Kong
ARAMZENEAR (&2 R 3) EbiEe
§EsE 55
RARD
FpneEm
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2. Services Framework Agreement 2. RISERGE
Name of Annual caps amount Amount paid/payable
Transaction Party Counter Party Date of agreement ~ Terms Nature of transaction (RMB'000) for the year (RMB'000)
55 RAURER BERE 54 RAHE FELRSE(ARNTR) EFREH/BNLEARETR)
The Company Lifestyle Properties 6June 2016 14 July 2016 to Provision of non-exclusive 25,907 2795 (Note 5)
YN (Notes 2and 4) ZE-RERARE 31 December 2018 property project related B3k 5)
iz ZEELATREE services in respect of
(2 R4) “E-NETZA=T-8  property development
HAENFERL
FERMFRARR
RS
Notes: FitaE

Shanghai Ongoing is owed as to 5% by F/8 B (£E) GRAH
("Joinbuy Group”) and 30% by k& 7L & IR 1% & R 2 7 (“Joinbuy
Investment”). Joinbuy Group and Joinbuy Investment (whose
controlling shareholder is Joinbuy Group), being substantial
shareholders of Shanghai Ongoing, are connected persons of the
Company. As Shanghai Joinbuy is owned as to 12% by Joinbuy Group
and 38% by Joinbuy Investment. Shanghai Joinbuy is an associate of
Joinbuy Investment and a connected person of the Company under
the Listing Rules.

United Goal is one of the controlling shareholders of the Company
and Lifestyle International is owned as to 33.70% by United Goal.
Mr. Lau Luen Hung, Thomas, an executive director of the Company,
ultimately owns 80% interest in United Goal through Asia Prime.
Mr. Lau Luen Hung, Thomas also either directly or through Dynamic
Castle owns another 17.99% interest in Lifestyle International. Hence,
Lifestyle International and its subsidiaries are associates of United
Goal and, therefore, connected persons of the Company under the
Listing Rules.

Congenial Company Limited is a wholly-owned subsidiary of Lifestyle
International, and is therefore a connected person of the Company
under the Listing Rules.

Lifestyle Properties was a non-wholly owned subsidiary of Lifestyle
International, and was therefore a connected person of the Company
under the Listing Rules. Following the completion of the Shares
Disposal, Lifestyle Properties ceased to be a subsidiary of Lifestyle
International and ceased to be an associate of United Goal and hence
has ceased to be a connected person of the Company.

The amount paid by the Company in respect of the transactions
during the period from 1 January 2017 to the date of the completion
of the Shares Disposal.

Further details of the above transactions have been set out in the section
“Continuing Connected Transactions” in the listing document issued by
the Company dated 30 June 2016.

All the Continuing Connected Transactions above have been reviewed by
the independent non-executive directors of the Company who have
confirmed that for the year ended 31 December 2017, the Continuing

Connected

Transactions have been entered into (i) in the ordinary and

usual course of business of the Group; (i) on normal commercial terms or

better; and (iii) according to the agreements governing them on terms
that are fair and reasonable and in the interests of the Company’s
shareholders as a whole.
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The Company’s auditor was engaged to report on the Group's continuing
connected transactions in accordance with Hong Kong Standard on
Assurance Engagements 3000 (Revised) “Assurance Engagements Other
Than Audits or Reviews of Historical Financial Information” and with
reference to Practice Notice 740 "Auditor’s Letter on Continuing
Connected Transactions under the Hong Kong Listing Rules” issued by
the Hong Kong Institute of Certified Public Accountants. The auditor has
issued an unqualified letter containing its findings and conclusions in
respect of the Continuing Connected Transactions in accordance with
Rule 14A.56 of the Listing Rules.

To the extent the transactions disclosed above which are also related
party transactions as disclosed in note 36 to the consolidated financial
statements, these related party transactions constituted connected
transactions or continuing connected transactions as defined in Chapter
14A of the Listing Rules and the Company has complied with the relevant
requirements under Chapter 14A of the Listing Rules during the year.
Certain related party transactions in note 36 to the consolidated financial
statements constituted connected transactions or continuing connected
transactions as defined in Chapter 14A of the Listing Rules but are exempt
from shareholders’ approval and disclosure and other requirements.

Directors’ Interests in Competing Businesses

There was no competing business of which a director of the Company had
an interest which is required to be disclosed pursuant to Rule 8.10 of the
Listing Rules.

Change in Information of Directors
Below is the change in director’s information required to be disclosed
pursuant to Rule 13.51B(1) of the Listing Rules.

Mr. Lau Luen Hung, Thomas
—  appointed as a member of the 13th Chinese People’s Political
Consultative Conference Shanghai Committee

Permitted Indemnity Provision

Pursuant to the Company’s articles of association, every director shall be
entitled to be indemnified out of the assets of the Company against all
losses or liabilities which he/she may sustain or incur in or about the
execution of the duties of his/her office or otherwise in relation thereto.
There is appropriate directors’ and officers’ liability insurance coverage for
the directors and officers of the Group.

Purchase, Sale or Redemption of the Company'’s
Securities
Neither the Company nor any of its subsidiaries had purchased, sold or

redeemed any listed securities of the Company during the year ended
31 December 2017.
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Remuneration Policy

The remuneration policy of the Group is set on the basis of the
employees’ merit, qualifications and competence. The emoluments of the
directors of the Company are reviewed by the remuneration committee,
with consideration to the Company’s operating results, individual
performance and comparable market statistics.

Employees

As at 31 December 2017, the Group employed a total of 1,371 employees,
with 1,301 stationed in mainland China and 70 in Hong Kong . Staff costs
(excluding directors’ emoluments), amounted to RMB169.3 million (2016:
RMB167.6 million) for the year. The Group ensures that the pay levels of
its employees are competitive and in line with market trend and its
employees are rewarded on a performance related basis within the
general framework of the Group's salary and bonus system.

Sufficiency of Public Float

Based on information publicly available to the Company and within the
knowledge of the directors, at least 25% of the Company’s shares has
been held by the public as at the date of this report.

Auditor

The consolidated financial s