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Corporate Profile
RGN

Sansheng Holdings (Group) Co. Ltd. (hereinafter referred to as the
“Company” or “Sansheng Holdings”, together with its subsidiaries,
collectively referred to as the “Group”) (formerly known as Lifestyle
Properties Development Limited ("”Lifestyle Properties”)) is principally
engaged in property development and property investment. Mr. Lin
Rongbin, the effective controlling party of Fuzhou Sansheng Property
Co., Ltd. (formerly known as Fuzhou Sansheng Investment Co., Ltd.),
successfully acquired the equity interests in the Company in April
2017. Following the completion of the acquisition, the Group
continued to explore potential business opportunities and seek
sustainable development. In August 2017, the Company adopted
“Sansheng Holdings (Group) Co. Ltd.” as its company name to
replace “Lifestyle Properties Development Limited”.

Through the acquisition of the equity interests in Hong Kong Zhong
Sheng Property Investment Limited* (BF&HR X EEREER A7)
and Zhanggiu Zhengda Tianyuan Development Limited* (& £ 1IE XK
TFREEBRAE]), the Group acquired two projects, namely Fujian
Pingtan and Jinan Zhanggiu, in 2017. While it is the Group's intention
to enhance its income from existing investment properties, it also
intends to actively seek new opportunities in property development
and carry out more mergers and acquisitions, especially in the
residential property development market in the Mainland China. The
Group’s management team has extensive experience in the
development and management of both commercial and residential
properties.
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Corporate Information
BREH

Board of Directors

Executive Directors

Mr. Lin Rongbin (Chairman)’

Ms. Cheng Xuan (Chief Executive Officer)!
Ms. Chan Siu Chun, Candy?

Mr. Lau Kam Sen?

Non-executive Directors

Mr. Xiao Zhong'

Mr. Xu Jianwen'

Mr. Lau Luen Hung, Thomas?
Mr. Wong Man Hoi?

Independent Non-executive Directors

Mr. Pan Dexiang'

Mr. Yuan Chun’

Mr. Zhong Bin'

Mr. Lam Siu Lun, Simon?

Mr. Robert Charles Nicholson?
Mr. Wong Kun Kau?

Company Secretary

Mr. Young Ho Kee, Bernard?
Mr. Poon Fuk Chuen?

Authorized Representatives

Mr. Lin Rongbin’

Mr. Young Ho Kee, Bernard?
Ms. Chan Siu Chun, Candy*
Mr. Poon Fuk Chuen?
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Corporate Information (continued)
TEER(8)

Audit Committee

Mr. Yuan Chun (Chairman)?
Mr. Pan Dexiang?

Mr. Zhong Bin?

Mr. Lam Siu Lun, Simon?

Mr. Robert Charles Nicholson?
Mr. Wong Kun Kau?

Remuneration Committee

Mr. Pan Dexiang (Chairman)?
Ms. Cheng Xuan?

Mr. Zhong Bin®

Mr. Lam Siu Lun, Simon?

Mr. Robert Charles Nicholson?
Mr. Wong Kun Kau?

Nomination Committee

Mr. Lin Rongbin (Chairman)?
Mr. Pan Dexiang?

Mr. Yuan Chun?

Mr. Lau Luen Hung, Thomas?
Mr. Wong Man Hoi?

Mr. Lam Siu Lun, Simon?

Mr. Robert Charles Nicholson?
Mr. Wong Kun Kau?

Registered Office

Cricket Square

Hutchins Drive, P.O. Box 2681
Grand Cayman KY1-1111
Cayman Islands

Notes:

1. Appointed with effect from 11 May 2017.
2. Resigned with effect from 31 May 2017.
3. Appointed with effect from 31 May 2017.
4. Resigned with effect from 11 May 2017.

5. As at the date of this annual report.
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Corporate Information (continued)
TEER(E)

Head Office and Principal Place of Business in
Hong Kong

Room 3207

The Gateway Tower 6
Tsim Sha Tsui
Kowloon, Hong Kong

Principal Banker

Bank of China (Hong Kong) Limited

Auditor

KPMG
Certified Public Accountants

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
Main Board

Stock code: 2183

Board lot: 2,000 shares

Financial year end: 31 December

Website

www.sansheng.hk
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Significant Events of the Group
FREXERL

2017

—tF

April

M A

—  Mr. Lin Rongbin, the effective controlling party of Fuzhou Sansheng Property, successfully
acquired the equity interests in Lifestyle Properties (Stock Code: 2183). Following the
completion of the acquisition, the Group continued to explore potential business
opportunities and seek sustainable development.

—  BMN=REEXERIESAMEKE T ERNKEENTRINE (BRMH A - 2183) R - KWETAK
& NEBUEBRIDEEEH IR RAHFERE -

August

NHA

Sansheng Land Development Limited* (=B E 23R BR A A]), a wholly-owned subsidiary
of the Company, and Mr. Wang Peng* (F [§), being the sole shareholder and director of
Hong Kong Zhong Sheng Property Investment Limited* (B & A &R B £ 1% & F R 2 7)),
entered into an agreement, pursuant to which the purchaser conditionally agreed to acquire,
and the vendor conditionally agreed to sell 90% of the issued share capital of Hong Kong
Zhong Sheng Property Investment Limited* (F /& A B & £ & 8 R 2 7)), at a cash
consideration of RMB549,400,000 (equivalent to approximately HK$659,280,000).

“REMWERARAR(ARRZEMNBAR) BEBELE (REBTREEREFRAFZ
ME—IRRREE)FT L BN AKRERENEMESAGREREHETEPREXRE
BRATFI0% B BT - e MR(ER AR 549,400,000 7T (FHE 7 47659,280,000 8 7T)

Fuzhou Shangsheng Investment Co. Ltd* ({8 LBIEEBRAH]), a wholly-owned subsidiary
of the Company, and Mr. Zheng Huangang* (&8 4 [l), being the sole shareholder and
director of Zhanggiu Zhengda Tianyuan Development Limited* (EEIFEARREEBR A E]),
entered into an agreement, pursuant to which the purchaser conditionally agreed to acquire,
and the vendor conditionally agreed to sell 80% of the issued share capital of Zhanggiu
Zhengda Tianyuan Development Limited* (£ £ IF X K JR & ¥ & BB 2 7)), at a cash
consideration of RMB86,400,000 (equivalent to approximately HK$103,680,000).

BN EERREBRAR(ARAZEMBAR) BEBRAILE(REEEAKRNREXERBRA
Al ME—RERFRES) G L ,EJ??(EHI 1¢Hﬁhlﬁzﬁ§ﬁﬁ BEhABRHRBEHEELERR
REXERDRAGWE HTHA RENKE S A K KS6400,0007T (1 E R 4
103,680,000/ 7T) °
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Significant Events of the Group (continued) o
AEEAFHD ()

— At the extraordinary general meeting convened by the Company, the Shareholders approved
the change of English name of the Company from “Lifestyle Properties Development Limited”
to “Sansheng Holdings (Group) Co. Ltd.” and adopted “ = B =% (55 @) B R A A" as its
Chinese name to replace " Al{@Hb EZERBR AR "

— AARBHBREFRARE L REBBEREZHEEA [ Lifestyle Properties Development
Limited ] & 25 [Sansheng Holdings (Group) Co. Ltd.| » AP X & [ = iei (£E)
BRAF] ARK [FEEZERBR AR -

September

A

—  The Company was awarded “2017 Excellent Capital Operation Enterprise (ZZ—tFE &
FENEMENDE)" at the “7th Annual Conference of Most Valuable Real Estate Enterprise
(%8 B {EE & F 2)"”, gaining recognition from financial industry for its excellent
capital operation results and attracting extensive attention in the industry.

— ALRREIFLEFEBEMEFS] FEE T FEEFARNERLEX]I R UR
B REEKREFMERRA - W ERNEZ@T -

November

+—A

—  The Company, through its placing agent, Industrial Bank Co., Ltd., Hong Kong Branch,
procured the subscribers to subscribe in cash for the one-year bonds in an aggregate principal
amount of up to US$135,000,000.

— ARFBARERBERRTIEENTT RERBANEERBRASEBERZ135FET
WES - R —F -

2018 February
—E-N\F —A

Fuzhou Shangsheng Investment Co. Ltd* ({81 _EEIZREBRAF]), a wholly-owned subsidiary
of the Company, successfully bid for a parcel of land located in Fuzhou City. The land is
located in Langqgi Town, Mawei District, Fuzhou City (&1 5 2 IRUE 38 ) with an area of
approximately 75,807.07 square metres. The total consideration of the land is
RMB750,000,000 and the area for the construction of relocation housing is 14,440 square
metres.

BN EEREBRAR(RAR2EMBE AR KRS BN i o 52+
REMNTSERREE  TwEELAE75807.07FF K- ZLtWBREAARKE
750,000,000 7T M AR 2 e E S EITE /3 14,440 F 75K ©

Fujian Shengxuan Investment Co. Ltd* (@B E BB A 7)), a subsidiary owned as to
55% by the Company, successfully bid for a parcel of land located in Ningde City, Fujian
Province. The land is located in Xiapu County, Ningde City (=™ & /A8 ) with an area of
approximately 23,860.69 square metres. The total consideration of the land is
RMB93,000,000.

BREEFREBRAT (KRRRARS5% 2 WE AT KNG —BUNEREEERMA
THh o ZEMANEETEBHE - LA ETEL 5 23,860.69F 7K o Z LIV AARE
AR % 93,000,000 7T °



Project Distribution
HESHE

Sansheng Holdings project coverage has been extended to 7 cities over the PRC

= BIRRCRE IR BB 2 BT

BEE
Harbin

&S
Shenyang

R

Jinan

55
Qingdao

Hong Kong
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Profile of Sansheng Group
=EEREEGN

“As a strong supporter of the Group, Sansheng Group was
founded in 1988. Starting its business in the industry, Sansheng
Group is engaged in real estate development in 18 cities with
over 40 development projects and serving 500,000 owners.
Through controlling and investing in various companies
engaging in education, advanced manufacturing, pensions,
healthcare and big data, Sansheng Group has become a
comprehensive conglomerate focusing on real estate
development, capital investment and modern industry.”

Sansheng Real Estate under Sansheng Group is principally engaged in real
estate development. With nearly 20 years of real estate development
experience, it has been ranked among the top 100 real estate companies in
the PRC for four consecutive years. Strategically based in Fujian, Sansheng
Real Estate developed its business in several key areas including Great Beijing
Area, Jinan and Qingdao in northern China, Chengdu in southwestern China
and the Yangtze River Delta region centered around Shanghai, and has been
seeking opportunities to tap into other potential areas. By building over 40
quality projects in New York, Great Beijing Area, Fuzhou, Jinan, Qingdao,
Chengdu, Xiamen and Yangzhou, Sansheng Real Estate has obtained over
30 domestic and overseas major awards, including the UN International
Garden Community (B & B2 78 B+ [&), the UN-HABITAT Global
Ecological Livable International Community (B & BIA BB 2 KERLEFE
B4t &), The Asia’s Ten Most Expensive Homes (38 1 + KB 4 5 )
and the International Property Awards as well as “Top 10 Professional
Leading Brands in Residential Property Development in the PRC (FF BIE b
ETEREFFEELMREETE)" and “Asian Quality Exemplary Real
Estate (Zp)M Gn /B SR &G EE )"

[EAXREENEMENZEE  —REAR
BR—NANNE RELES  HERRHGR
RI18EET - HE 402 ERRER X R 50
BET MERERSRZRHEE - £ER
B BE #E KEBEERQT 2—-XESH
WEME - BXKRE  RABE=-AREMNE
EHLEER - |

“REEETRMENMERBERTEE
% AEI20FNEEREER B8N
FA5R B HERR - BEH B LR @R
AARE - mRALLR  BEEEREMHILS
i R AEHROTEREEE R ESSFL
WR=AERASFEHE  AREEEMEN
B o DRERNAA - RIER @M ER B
BB B HBINFWTITE40 % E1F
miAE - BREMSBEBRRIEERLRE S H
ABREBERERERERERE - M+ KEBR
Z%E BRTHEARSZBENIN0BRESTE
BB KE[HEFEMEFTEREZERLR
MEEE TR - W M mE RS E I8 -

—E—tEER 9
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Profile of Sansheng Group (continued)
—RREEBN (B)

By adhering to its strategic positioning of “Diversification and
Investment”, Sansheng Group has controlled IRTOUCH, a domestic
company listed on the Main Board (Shenzhen Stock Exchange Stock
Code: 300282) and Bon Royce Property, one of the top 50 property
service enterprises in the PRC (National Equities Exchange and
Quotations Stock Code: 870995), and invested in Changelight, a LED
product manufacturing company (Shenzhen Stock Exchange Stock
Code: 300102). In 2017, Sansheng Group directly participated in the
Hong Kong capital market and became the controlling shareholder of
the Group (HKEX Stock Code: 2183).

In addition, Sansheng Group also invested in “E-House China”, a
leading company engaging in marketing agency and providing real
estate information and consultancy, "BBD"”, a leading big data
company in the industry, and " £ & & ", a leading company in
consumer finance. At the same time, Sansheng Group acted as the
promoting shareholder of Fujian Huatong Bank, the first privately-
owned joint stock bank in Fujian.

As a comprehensive conglomerate, Sansheng Group abides by its
strategy of “One Old, One Young, One Health (— & — > —f& )"
and actively develops three main areas including pension, education
and healthcare. Currently, Sansheng Group has invested in several
domestic pension and healthcare management companies to provide
standard and advanced family healthcare services that are in line with
international standards for Chinese families. Sansheng Group has also
cooperated with Fuzhou Concord College of Sino-Canada (7 il B &
E2#7 ), one of the top international schools in the PRC, and BFX AR E3,
a famous school in Fujian, to develop its education business. In the
future, capitalizing on IRTOUCH as its capital platform, Sansheng
Group will integrate domestic and overseas quality education
resources to form a leading education group in the PRC. Leveraging
on the abundant customer resources, excellent service network and
brand advantages of Bon Royce Property, Sansheng Group will extend
its property management service chain, and create a highly
competitive “full life cycle” service system.

All'in all, Sansheng Group strives to follow the development path of
focusing on “scale, quality, and branding” and aims to be a warm
and friendly high-quality company with over 100 years of history.

10

Sansheng Holdings (Group) Co. Ltd. / Annual Report 2017

“REE-EHERA[ZAT BEREIHN
BYREEAL - FERRBI R ER ET AR TEERRD |
ORINFEHR SRR  300282) ~ A EY
MERW 5058 [{HEME (2B A/ N ERD
B Z AR LR - 870995) - 2R LED E W
FEMCETZBABE(CFRIIESRIZHRMDARE
300102) c —E—+HE=REFHELEES
BEAMG  KAEKNER (AR RE:
2183) FUIEIRARER ©

AN —REBENRBEERRE  2REELEH
RE - BREFHEEELRFANEELETH
BEHE ] TRBIENANEIE DR [ S
ml  HBEeRERCEELEIS LR
- AR ZREEEEREEREARNHIR
17 [FmIRTT ] VBEARCR ©

EREALEREE  —REEEMI—2—2
—f2fE] BiR - MEMEEE  HE  BEF
ZREE - BRI ZERSEEERE T2RERE
£ REEEQR > SPEFRERHRERE
B FERCNFERERBERS  XHAEA
TEARBIR SR [P INERER ] - BERR [
KPR & UABRBEXEE  RRIHIAE
BENABEATG  BEEANIIMEHEER
R BN REREEE - TAOMABEED
ENEEFFPEAR EEARGVBENREE
2 EHRYMEEEORBE  TEBRATER
LEFNN [2EmEM] REEER -

iR bR ZRREREESHRRTREL - &
it migfb | BRZE  RE—REAERE
BEENTEBFEEMS -

—t

=R EfFERE (EM)

BREE



Profile of Sansheng Group (continued)

—HREBEEN (B

=)

M

Honors of the Sansheng Group in 2017

=REM2017H%E

29 September

09.29

26 September
09.26

14 September

09.14

13 September

09.13

5

Sansheng Baidufu has been awarded “2017 The Asia’s Ten Most Expensive Homes (ZZ —+ % E
TEMIORBRFE)"

= BERNKRE[CEZ—tFETMOKBRRE]

Sansheng Group (i.e. Fujian Sansheng Real Estate Development Co., Ltd.* ({8 Z =& S EHZEH
R X &])) has been awarded “2017 Best Quality Real Estate Award in Asia ( ZZ —tFFE M &
3 mn & HhZE K 8%)"

REE(BE=AEMENEARAA)RKE [ —E—tFFERMNFKEMEENE]

Sansheng Holdings has been awarded “2017 Excellent Capital Operation Enterprise (ZZ—+ % &
BEEREERE)"
CRIERERE [ Rt FEEFENEELE]

Sansheng Group (i.e. Fujian Sansheng Real Estate Development Co., Ltd.* (8Z = &S EHZEE
BR 2 A])) has been awarded “2017 Top 30 Real Estate Enterprises in terms of Brand Value in the
PRC(ZZE—+FEHBIFME R T mEEETOP30)”

—REB (BE=AEMEREERAG)EE —E—tFEHRBEEHE QR REEETOP30]

Sansheng Group (i.e. Fujian Sansheng Real Estate Development Co., Ltd.* (#8 Z = & & #t &
FZ AR 2~ A])) has been awarded “2017 Professional Real Estate Brand Enterprise in the PRC —
Healthcare Industry (ZE—+tFEFREEHEEXFCRELE —REEEEXE)"
—REE(BEBEEMERTEBER G FEI ZE—tFETEFHESEFCRESE —
fRREEEE]

Bon Royce Property controlled by Sansheng Group has been ranked 38th in “2017 Property
Management Enterprises in terms of Brand Value in the PRC (—ZZ—+ S EhEYEEIE ¥R
FREE)"

CREEERNPEMERE [ T LFEPRIYMEEECEREEEB] 3848

2R (EE) BRAR | —E—EEER 11
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Profile of Sansheng Group (continued)
—RREEBHN (E)

29 August Sansheng Group (i.e. Fujian Sansheng Real Estate Development Co., Ltd.* ({82 =& /FHEFHZH
R 2 &])) has been ranked 54th in “2017 Real Estate Brands in the PRC (ZZE—+EEHREEHE
mmhE(EE544L)"

08.29 —REB(BE-EFMEREBRAR)EE S —tFERBIEHEMEEE 5407

Sansheng Group (i.e. Fujian Sansheng Real Estate Development Co., Ltd.* (B2 = BE M EHZEE
R 7])) has been awarded “2017 Top 10 Influential Real Estate Enterprises in the PRC (=& —+
FEFEFMHELETLE N +58)"

—REE (R =R MEREERAR) KE T —tFETEEMELEFE 15
Sansheng Group (i.e. Fujian Sansheng Real Estate Development Co., Ltd.* (B =& EMEFZE
R 22 &])) has been awarded “2017 Top 10 Real Estate Enterprises in terms of Profitability in the
PRC(ZE—LFEHFREFHECERFIGE S T8)"

—REER (BREBEEMEREFRAR)KEI S —tFEHBIEMERERNEE N3]

16 June = BB AE has been awarded “2017 Property Service Industry Demonstration Base in the PRC
(ZE—tFEREYEREIT R REBEN)"

06.16 ZHRERAERE [ Tt FEPEYERGITE B EM |

23 March Sansheng Group (i.e. Fujian Sansheng Real Estate Development Co., Ltd.* ({8& =& S EFHZE

R 23 7])) has been awarded “2017 Top 10 Real Estate Enterprises in terms of Operating Results in
the RC(ZZE—+FEPEFMEMBE L RLEHEMTR)"
03.23 CREE(BRE=REEHMEREAR AR RE —E—tFETEEMERB M ELLR/NTE]

12 Sansheng Holdings (Group) Co. Ltd. / Annual Report 2017



Chairman’s Statement
ERRE

2017 marked a milestone in the history of the Group. During the year,
the Group took a new step forward with the support of Sansheng
Group. We officially changed its name to “Sansheng Holdings (Group)
Co. Ltd.” and became the international capital operation platform
and brand showcase of Sansheng Real Estate Group.

After years of rapid development, the real estate market in the PRC
has become increasingly mature and standardized. Although there are
still uncertainties in industrial policies and economic environment, we
believe that the basic factors supporting the growth of the PRC’s
property market, namely urbanization, economic growth and
consumer demand, remain unchanged. In the new era, real estate
companies with advantages in branding, products and talents still
have ample room for development.

With the concept of “Achieving Ultimate Life”, Sansheng will focus on
the development of residential market in economically vibrant cities in the
PRC based on its extensive experience and core competitiveness
accumulated in the real estate field for many years. We will also continue
to uphold its ” =48 " strategies, including obtaining high-quality land
reserves on the basis of precise investment, implementing efficient
corporate governance with the support from its high caliber team, and
accelerating business development with its superior products.

—T+F EAKEEL LAEBEREESR
B —F - NER - AEBE=ZBEEN G
T BRTHN P BRALAERR =8
B (RE)BRAR]  YKAS=RMESE
BRENELTFEMBERTREN -

FRENEHEMSLBEFNSRER EL
B a8 A AR 8D o 8 R X BUR M E IR
BINFETEENEER - BHABEFTEY
EMGERNERNE R RNE—N AL
CEEERFOEB R RIRTT o AR - 3
REEmEES EmEZMATEZHEH
ECEREG - DARBEANERZR -

SRATRAERAE ] (B ARE - B8
EMWERSBERSFNEEERERZOHEF
7 BEERT B ER RSN ETH 5T
TTARMER RIS EERAT = | B
ARSI B SR A ERUEE 0y L3 - LK
HEBRXEBRTRRNEEER - WEEE
mABPEYHERNEBHRR

SHER (EE) ARAT | —E—tEEH 13
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Chairman’s Statement (continued)
FREHE (8)

Sansheng Real Estate Group, being one of the top 100 real estate
companies in the PRC, has a leading edge in the residential property
development market in the PRC. Sansheng Holdings is now fully
supported by Sansheng Real Estate Group. With the rich resources,
mature brand, high-quality products, professional talents and
passionate corporate culture of Sansheng Real Estate Group,
Sansheng Holdings is in the most favorable development stage and its
business will definitely flourish in the future. The Group is committed
to becoming a leading real estate enterprise in terms of operating
results, product quality and profitability, and will maximize the returns
to its shareholders.

On behalf of the Board, | would like to convey my sincere gratitude to
all the shareholders, business partners and customers for their
support. | would also like to express my heartfelt thanks to the
Directors, management and employees for their diligence.

Chairman
Lin Rongbin

15 March 2018
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Management Discussion and Analysis

EHE®ESH

Financial Review

Turnover

As the Group’s investment properties remained vacant throughout
the year, no turnover was recorded for the year ended 31 December
2017 (commercial investment properties in Harbin have been leased
out on 5 January 2018 for a term of 10 years). However, the Group’s
main source of income for the year continued to be deriving from the
provision of project management services which is accounted for as
other income.

Upon the completion of brand renewal in 2017, capitalizing on
Sansheng Group's capital, experience and its professional workforce,
the Group has been actively acquiring quality land for its land bank
resources by adhering to its principle of focusing on mergers and
acquisitions as well as cooperative development, and being supported
by the participation in public land auctions. Meanwhile, the Group
will pursue industrial and real estate integration in order to attain
significant enhancement on the number and quality of land acquired.

Loss for the year

Loss for the year amounted to approximately HK$85,000 as compared
to a loss of approximately HK$31.0 million in the previous year.
During the year, the Group’s investment properties remained vacant
and did not generate any rental income. The Group’s main sources of
income included gains on disposal of the Group’s investments in listed
financial assets, mark-to-market unrealized gains on the Group’s listed
financial assets and interest income from bank deposits.

The Group’s loss for the year significantly narrowed down as
compared with the previous year, which was mainly attributable to
the net investment income from the Group’s financial assets portfolio
of approximately HK$23.1 million, and the unrealized fair value gains
on the Group's investment properties of approximately HK$38.9
million.

Operating expenses

Operating expenses mainly comprised property related expenses and
tax, utilities charges, legal and professional fees and rental expenses.
The higher operating expenses this year was mainly due to the
engagements of external legal advisor and financial advisor in relation
to the General Offer exercise following the change of controlling
shareholder of the Group during the year, the formation of the JV
Company, the acquisitions in Fujian Pingtan and Jinan Zhangqiu,
which generated consulting fee of approximately HK$9.2 million in
total.
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Other income

Other income mainly comprised bank interest income, project
management services income and exchange gains. The exchange
gains for the year posted a year-on-year decrease, which was mainly
due to the fact that the Group mainly held USD and HKD
denominated assets last year. As Renminbi, the Group’s functional
currency, depreciated by more than 5% in the previous year, the
Group recorded a higher exchange gains when converting HKD/USD
denominated bank deposits into RMB. The exchange losses on USD
and HKD denominated assets resulting from the appreciation of
Renminbi during the year, coupled with new bonds in an amount of
US$135.0 million, resulted in recording USD denominated liabilities,
which generated exchange gains. In light of the above, exchange
gains was recorded with a lower amount as compared with the
previous year. In addition, project management services income for
the year decreased by approximately HK$6.3 million, which was
calculated based on the cost-plus arrangement on the Mainland
China project team’s staff cost. The decrease in project management
services income was mainly due to the lower man hours of services
provided.

Staff costs

Staff costs for the year decreased by 22.1% to approximately
HK$16.3 million, which was mainly due to certain staff being
transferred to Lifestyle China Group Limited and its subsidiaries since
Lifestyle International Holdings Limited ceased to be the controlling
shareholder of the Group on 13 April 2017 following the disposal of
its entire interest in the Group, resulting in a significant decrease in
staff costs.

Depreciation and amortisation

The significant increase for the year was a result of charging to the
profit and loss account the amortized prepaid lease payment of
HK$16.8 million in respect of the Group'’s Yifu Land in Shenyang, the
PRC. The same has been capitalized in the past as part of the
properties under development, but charged to the profit and loss
account in the middle of last year. Therefore, the amortization for the
whole year was doubled from last year. As there has been a long
delay in getting approval from the relevant government authorities in
respect of the master layout plan, it is expected that the construction
work will continue to be postponed.

Financial investments and net investment income

During the year, the Group recorded an investment income of
approximately HK$26.9 million in aggregate, which mainly comprised
gains on disposal of the Group's investments in listed financial assets,
mark-to-market unrealized fair value gains on the financial assets and
fair value change on derivative financial instruments of approximately
HK$18.5 million and dividend income from investments in listed
financial assets of HK$4.6 million.
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Fair value changes on investment properties

During the year, the Group recorded unrealized fair value gains on
investment properties in Harbin, Qingdao and Hong Kong of
approximately HK$26.1 million, HK$9.0 million and HK$3.8 million,
respectively. An unrealized fair value loss on investment properties in
Hong Kong of approximately HK$900,000 was recorded in 2016.

Liquidity and financial resources

In 2017, the issuance and sales of property bonds experienced
difficulties in general. In the context of frequent credit risk events in
the capital market and investors becoming much more cautious about
investing in private property issuers, the Company quickly acted to
catch up with the window period for issuing bonds. In November
2017, the Group, through Industrial Bank Co., Ltd. Hong Kong
Branch, the placing agent, successfully issued corporate bonds in an
amount of US$135.0 million, at an interest rate of the sum of 4.3%
per annum and a rate with reference to LIBOR for deposits in USD for
the relevant interest period, reflecting the market recognition of the
Company in terms of its credit qualifications, financial performance
and operating capabilities.

Following the successful issuance of corporate bonds in an amount of
US$135.0 million by the Group, as at 31 December 2017, the Group’s
total loans amounted to approximately HK$3,168.0 million, of which
67% were denominated in RMB and the remaining in USD. About
65% of the Group’s borrowings were fixed-rate borrowings.

As at 31 December 2017, the Group’s bank loans and borrowings
from financial institutions amounted to approximately HK$936.6
million (2016: nil) and bonds payables were approximately
HK$1,045.6 million (2016: nil). Fixed deposits, cash and bank balances
amounted to approximately HK$1,018.2 million (2016: HK$414.7
million), of which approximately 49% were deposited with banks in
Hong Kong (2016: 86%) and the remaining approximately 51% with
banks in the PRC (2016: 14%). About 49% of the bank balances
were denominated in RMB and the remaining in USD and HKD. The
current ratio of 1.08 times, together with the outstanding credit
facilities of approximately RMB4,726.8 million, revealed that the
Group has maintained a solid financial position.

As mentioned above, as part of the Group’s cash management,
certain cash has been used for purchase shares of Hong Kong listed
companies with a value of approximately HK$69.6 million as at 31
December 2017. The Group did not have any banking facilities
available as at 31 December 2017 (2016: nil), but will make
appropriate banking facility arrangements when required. The Group
has sufficient financial resources and flexible financial management
policies in place to meet the needs of business development in the
coming years.
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Finance cost

As the Group successfully issued corporate bonds in an amount of
US$135.0 million, coupled with other financing, the weighted average
interest rate was 7.2% (2016: nil) in 2017, and the total interest
expense paid or payable was approximately HK$41.7 million (2016:
nil).

The Group’s gearing ratio was approximately 75.6% (2016: 19.3%)
and the gearing ratio excluding receipts in advance was approximately
59.9% (2016: 19.3%). In view of the cash resources of approximately
HK$1,018.0 million maintained by the Group, the Group is satisfied
with the current level of liabilities. However, it is expected that the
Group’s gearing ratio and the gearing ratio excluding receipts in
advance will remain stable in 2018, thereby keeping the Group in
sound financial positions.

Pledge of assets

As at 31 December 2017, the Group’s inventories with a carrying
amount of approximately HK$1,471.7 million were pledged to secure
the bank and financial institution loans of the Group (2016: nil).

Capital expenditure

For the year ended 31 December 2017, the Group’s capital
expenditure amounted to approximately HK$1,410.6 million, which
was mainly attributable to the acquisitions of projects in Pingtan,
Fujian and Zhanggiu, Jinan (2016: HK$2.3 million).

Material acquisition, disposal and significant events

Fujian Pingtan project

On 16 August 2017, Sansheng Land Development Limited* (=B &
i 2 B A R 2 7), a wholly-owned subsidiary of the Company,
and Mr. Wang Peng* (£ M§5) entered into an agreement, pursuant to
which Sansheng Land Development Limited* (=& B2 R GR A A))
conditionally agreed to acquire, and Mr. Wang Peng conditionally
agreed to sell 90% of the issued share capital of Hong Kong Zhong
Sheng Property Investment Limited* (BEBF R B X R EFRAR])
("HK Zhong Sheng Property”)(the “Fujian Pingtan project”).

HK Zhong Sheng Property is principally engaged in property
investment and property management. As one of the conditions
precedent to the agreement, HK Zhong Sheng Property will set up a
new company as a wholly-owned subsidiary in the PRC with the scope
of business of property investment and property development. Upon
the establishment of the new company, Pingtan Yanggung Guohang
Land Limited* (£ JE B3 % Bl fn & b B R 2 7)) (the “Project
Company”) will be acquired.
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The Project Company was established in 2012 in the PRC, and its
principal assets are the land, being (i) a parcel of land with an area of
approximately 75,500.41 square metres for residential or commercial
use, the plot ratio of which shall not exceed 2.0; and (i) a parcel of
land with an area of approximately 122,122 square metres for
residential and commercial use, the plot ratio of which shall not
exceed 2.8.

The land is located in Pingtan comprehensive experimental zone. The
PRC government has been implementing more liberal measures to
facilitate investment and trade, capital and personnel exchanges.
Amid the development of the region, the property market of Pingtan
is also growing at an increasing pace. The average sales price per
square metres for residential units was recorded at RMB8,400 per
square metres for 2016, representing a year-on-year increase of
approximately 10.5%. The property sales volume has remained steady
for recent years, but has recorded a rapid year-on-year increase of
approximately 81.7% in 2016. As part of the framework for
developing the free trade zone, the Fujian government has also been
promoting the tourism industry in Pingtan with plans to develop
coastal resort areas and granting funds to support infrastructure
projects, which are expected to encourage further investment
incentive, creating a strong demand in the property market.

Having considered the location of the land, its development potentials
and recent comparable transactions in Pingtan comprehensive
experimental zone, the Directors consider that the acquisition
represents a prime opportunity for the Group to leverage the expertise
of the Group’s management team and Mr. Lin’s strong presence in
the Fujian property market, and thus enhancing long-term growth
potentials of the Group.

20

Sansheng Holdings (Group) Co. Ltd. / Annual Report 2017

BHRARARN - E——FEPEKY  EXEE
EATi - BI()—1BMEIEL A75,500.41F 5
KIEFEXHEARARBRTEBIBB2.0H
18 R (i) — IR EE L A 122,122 7 K EE
ENEERRARERTEHBB 2.8 o

ZEWURFEEREELERATRE - P E
BR—EFREEHNERRRERENRE
S BERABAK - EREERERORE - F
BWMETBNTEIER - —T— NFEFEE
NEBFARTIHHEEBERABTE T RARE
8,400 7T * IEIL R 4110.5% o 3T F 34 2 4
EMBEREET BT NERFEREEER
H81.7% - kBB BRERERN—ID &
BEBRN—EHEESTEREXNERE T
SRR ERE YRR EBETEME
RIEE  METEBRIEE—FRESHN A
YEMHE KRBT K

REELWONE ERBBENRFEES
REOHNAELER S EERREEFRA
BER—EREge  eAKENRAEERE
BFERUARMEERBEYENSNBRAE
N BAREENREERES

=
B



Management Discussion and Analysis (continued)

B E i RO (8)

Jinan Zhanggiu project

On 23 August 2017, Fuzhou Shangsheng Investment Limited* (#&/Ml
FBIEEFRAF]), a wholly-owned subsidiary of the Company, and
the sole shareholder of Zhanggiu Zhengda Tianyuan Development
Limited* (E £ IE R RIR B % B R 2 Al) (“ZQ Zhengda Tianyuan
Development”) entered into an agreement, pursuant to which Fuzhou
Shangsheng Investment Limited* (8 M £ 2% & & B R & 7))
conditionally agreed to acquire 80% of the issued share capital of ZQ
Zhengda Tianyuan Development (the “Jinan Zhanggiu project”).

ZQ Zhengda Tianyuan Development was incorporated in the PRC with
limited liability in 2014. It is principally engaged in property
development and has completed the development of three projects in
Zhanggqiu district of Jinan City with an aggregate area of 241,109
square metres. These projects involve the construction of relocation
housings and other residential buildings in Zhangqiu district. All
construction work of these projects has been completed.

Subsequent to the announcement of the Fujian Pingtan project, the
Board targets to further enhance its existing property development
business by way of acquisition. The Board in substance aims at
acquiring the land to increase its land bank in economically vibrant
cities where the residential property markets are of promising
prospects. The aforementioned land is located in Zhanggiu district of
Jinan City and the Board is optimistic about the prospects of Jinan's
residential property market.

The Directors consider that the acquisition can enhance the long-term
growth potentials of the Group leveraging on the expertise of the
Group’s management team and Mr. Lin Rongbin’s strong presence in
the PRC property market.

Foreign exchange risk

The functional currency of the Company and its major subsidiaries is
RMB, in which most of their transactions and assets are denominated.
The Group has exposure to USD exchange risk arising from its bonds
in an amount of US$135.0 million issued during the year. The Group
has not taken any measures to hedge the foreign currency exposure
currently but will monitor closely the situation and review such a need
from time to time.
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Review of Operations

In 2017, the real estate market continued to focus on the top 100
property enterprises under the macroeconomic control. The Chinese
government proposed to accelerate the establishment of housing
system such as “multi-agent supply”, “multi-channel protection” and
“lease/purchase option” so as to maintain the continuity and stability
of the control policies imposed on the real estate market. The
government has strived to perfect an effective mechanism to promote
the steady and healthy development of the real estate market in the

long run.

The Group’s principal activities are property development and
property investment. During the year under review, none of the
Group's properties were leased out or sold and there was no progress
in respect of the Group's Yifu Land development project in Shenyang.

The Group will continue holding the investment properties for capital
appreciation, and will actively seek commercial opportunities at the
same time to lease out the investment properties or carry out
cooperation so as to contribute income and cash flow to the Group as
soon as possible. The Group will pay close attention to the changes in
policies, economic environment and property market, actively vitalize
the Group’s assets to obtain new financial resources by leveraging on
the extensive experience and expertise of Sansheng Group in real
estate sector, and participate in land auction or acquire quality land
projects so as to achieve rapid growth in revenue and profitability.

Property Investment

Harbin property

In January 2018, a company in Harbin under the Group and a
subsidiary of Gome Retail Holdings Limited (Formerly known as: Gome
Electrical Appliances Holding Limited) entered into a leasing
agreement in respect of the leasing out of the whole commercial
property.

Qingdao property

The Group is still proactively negotiating with several merchants on
the matter regarding the leasing of Qingdao property, and striving to
enter into a leasing agreement in the near term with an expectation
to raise the profit contribution from its investment properties to the
Group.

Hong Kong property

The investment property portfolio of the Group comprises certain
units of industrial building in Hong Kong. The Group is proactively
considering leasing or selling those units of industrial building in Hong
Kong
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Property Development

The Yifu Land

The Yifu Land located in Shenyang is currently the Group’s
commercial property project under development. Based on the master
layout plan submitted to the relevant planning bureau in 2013, the
Group planned to develop a commercial complex with a three-level
basement consisting of retail shops, offices, service apartments and
car parking spaces with an aggregate gross floor area of
approximately 186,065 square metres on the Yifu Land.

Final approval for the master layout plan has not yet been obtained,
mainly due to a number of issues which the Group and the
government are still working together for a resolution.
Notwithstanding the delay in getting final approval for the master
layout plan, the Group has received acknowledgement from the
relevant government department that the delay was not caused by
the Group and therefore they will continue to provide assistance to
the Group and work with other relevant authorities to resolve these
problems.

On the other hand, the market research and consultancy company
engaged by the Group has submitted a report expressing its
recommendations and advice on the market and product positioning
of the Yifu Land. The Board will take into account the
recommendations from such consultancy company and communicate
with local government authorities on matters in respect of the target
of the project plan and product types as soon as possible. The Board
will also strive to obtain approvals on project adjustment and
construction permits from the local government as soon as
practicable.

Fujian Pingtan project and Jinan Zhanggiu project

The Group has obtained the Fujian Pingtan project and the Jinan
Zhanggiu project through acquisition of 90% and 80% of the issued
share capital of HK Zhong Sheng Property and ZQ Zhengda Tianyuan
Development, respectively. The preliminary construction work of such
projects has been progressing smoothly and the Group has filed the
master layout plan thereof with the government.

Preliminary development plan of the Pingtan Land

The Company intended to develop the Pingtan Land (a parcel of land
of approximately 75,500.41 sqm and a parcel of land of
approximately 122,122 sqm, both located at Pingtan County, Fujian
Province, the PRC) into a 3-phase project, including villas, high-rise
residential towers, condominiums, and commercial and basement car
park lots. It is expected that the three phases will be developed over a
span of four to five years. The main potential buyers will be home
buyers and locals residing around the Pingtan Area. Set out below is
the preliminary development plan of the Pingtan Land, which is
subject to adjustment based on results of detailed feasibility study to
be conducted by the Company.
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Management Discussion and Analysis (continued)
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The phase one development will consist of villas, high-rise residential
towers, basement car park lots and shops. The pre-sales of the
townhouses will commence in mid-September 2018, covering a gross
floor area of approximately 17,280 sgm and is expected to sell at
approximately RMB20,000 per sqgm. The pre-sales of the high-rise
residential towers will commence in October 2018, covering an
estimated gross floor area of high-rise residential towers of
approximately 288,489 sgm and is expected to sell at approximately
RMB 15,000 per sqm. The estimated gross floor area of commercial
area is 25,000 sgm and is expected to sell at approximately
RMB20,000 per sgm.

The phase two development will consist of townhouses and high-rise
residential towers. The pre-sales of the townhouses is expected to
commence in the first quarter of 2020, covering an estimated gross
floor area of approximately 33,638 sqm, and is expected to sell for
approximately RMB24,000 per sqm. The estimated gross floor area of
high-rise residential towers is approximately 69,050 sgqm, and is
expected to sell at approximately RMB 17,500 per sgm.

The phase three development will consist of shops and
condominiums. The pre-sales of the condominiums will commence in
the beginning of 2021, covering an estimated gross floor area of
approximately 44,000 sqm, and will be sold at an estimated sale price
of RMB11,500 per sgm. The pre-sales of the shops will also
commence in the beginning of 2022, covering an estimated gross
floor area of approximately 15,200 sgm.

The estimated capital commitment for the Pingtan Land is amounted
to approximately RMB6.95 billion (equivalent to approximately
HK$8.34 billion), which can be paid by stages according to the
progress of the construction work. The Group intends to finance the
capital commitment by way of internal resources (such as the revenue
generated from the pre-sales of the projects) and/or the Revolving
Facility.

The Company will be required to obtain a license for planning of
construction projects (3 & T 12 R & 7 7 ), and construction
permits (i L&) before the commencement of the construction and
permits for pre-sales prior to the commencement of the pre-sale of
the properties. Leveraging on the in-depth knowledge of the board
members in the property development market, the Board considers
that there is no foreseeable difficulties in obtaining the
aforementioned licenses.
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Management Discussion and Analysis (continued)
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Preliminary development plan of the Jinan Land

The Company intends to develop the Jinan Land (a parcel of land
located in Zhangqiu district of Jinan City with an area of
approximately 60,032 sgm for residential use) into multistory western-
style houses and high-rise residential towers, basement car park lots,
activity rooms, and underground storage units. The whole
development is expected to comprise three phases to be developed
over a span of three years. The main potential buyers are home buyers
or locals residing around the Jinan Area. Set out below is the
preliminary development plan of the Jinan Land, which is subject to
adjustments based on the results of detailed feasibility study to be
conducted by the Company.

The phase one development will consist of multistory western-style
houses, basement car park lots and activity rooms. The pre-sales of
the multistory western-style houses will commence in May 2019,
covering an estimated gross floor area of approximately 15,500 sgm,
and will be sold at an estimated sale price of RMB19,000 per sgm.

The phase two development will consist of high-rise residential towers
and basement car park lots. The pre-sales of the high-rise residential
towers will commence in October 2019, covering an estimated gross
floor area of approximately 39,700 sgm, and will be sold at an
estimated sale price of RMB18,500 per sgm.

The phase three development will consist of high-rise residential
towers of 33 storeys. The pre-sales of high-rise residential towers will
commence in May 2020, covering an estimated gross floor area of
high-rise residential towers of 95,000 sgm, and will be sold at an
estimated sale price of RMB18,000 per sqm. The pre-sales of the
basement car park lots and activity rooms is expected to commence in
May 2020, covering an estimated gross floor area of approximately
55,000 sgm, and will be sold at an estimated sale price of RMB8,500
per sqgm. The general plan for the construction of the project has been
approved by relevant departments. The site leveling and geological
survey work has been completed on the project site.

The estimated capital commitment for the Jinan Land is expected to
be amounted to approximately RMB2.97 billion (equivalent to
approximately HK$3.564 billion). The Group intends to finance the
capital commitment by the internal resources (including but not
limited to revenue generated from the pre-sales of the projects) and/
or the Revolving Facility.

The Company will be required to obtain license for planning of
construction projects and construction permits before the
commencement of the construction and permits for pre-sales prior to
the commencement of the pre-sale of the properties. Leveraging on
the Board’s experience, expertise and in-depth knowledge of the
property development market in the PRC, the Board is of the view
that there is not any foreseeable difficulties in obtaining the
aforementioned licenses.
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Management Discussion and Analysis (continued)
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Land Bank

In 2017, the Group acquired 2 parcels of land. The newly acquired
land has a total site area of 257,654.41 square metres and a total
gross floor area of 830,191.16 square metres, with an average land
cost amounting to approximately RMB3,309.37 (excluding
underground area). As of 31 December 2017, save for the
undeveloped commercial land with a site area of 31,376 square
metres and the acquired undeveloped land with a total site area of
257,654.41 square metres, the Group’s land bank has a total gross
floor area of approximately 830,191.16 square metres.

Significant events subsequent to the end of the financial year
On 2 February 2018, Fuzhou Shangsheng Investment Co. Ltd* (&M
+ & & & B R 2 7) (“Fuzhou Shangsheng”), a wholly-owned
subsidiary of the Company, entered into a transaction confirmation
with the State-owned Land Resources Bureau of Mawei District,
Fuzhou City, Fujian Province, the People’s Republic of China (FF & A
EHFMEEgERMmERERE L EIRE), pursuant to which
Fuzhou Shangsheng successfully bid for a parcel of land located in
Fuzhou City. The land is located in Langgi Town, Mawei District,
Fuzhou City (f& M 71 55 B [ 3R I #8) with an area of approximately
75,807.07 square metres. The total consideration of the land is
RMB750.0 million and the area for the construction of relocation
housing is 14,440 square metres, the payment of which will be made
to the State-owned Land Resources Bureau of Mawei District, Fuzhou
City in accordance with the transaction confirmation.

On 13 February 2018, Fujian Shengxuan Investment Co. Ltd* ({2 5%
FHIREFMR AT, a JV company set up by the Company and Fuzhou
Sansheng Property Co., Ltd. (formerly known as Fuzhou Sansheng
Investment Co., Ltd.)* ({8 =KEZEHBR R F)]), successfully bid for
a parcel of land located in Ningde City, Fujian Province. The land is
located in Xiapu County, Ningde City (/& &8 8 ) with an area of
approximately 23,860.69 square metres. The total consideration of
the land is RMB93.0 million.

Outlook and Plan

Capitalizing on Sansheng Group's brand, capital, professional
experience and its excellent workforce, the Group has been actively
acquiring quality land for its land bank resources by adhering to its
principle of focusing on acquisitions as well as cooperation, and being
supported by the participation in public land auctions. Meanwhile, the
Group will pursue industrial and real estate integration in order to
attain significant enhancement on the number and quality of land
acquired.
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Management Discussion and Analysis (continued)
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The JV Company established by the Group and Fuzhou Sansheng
Property Co., Ltd* (fBMN =B ZE B R 7)) (the “JV Partner”) during
the year will provide a new platform for the Group to integrate their
resources, capabilities and industry expertise, so as to focus on the
development of property development business in the PRC. Following
its establishment, the JV Company will participate in residential and
commercial property development projects located in economically
vibrant cities.

All the properties invested in and held by the Group are commercial
properties. In order to enhance the returns from the properties and its
capitalization, the Group will from time to time review its property
portfolio and make every endeavour to increase its rental income.

Over the past 30 years, given the rapid urbanization and continual
increase in average income per capita brought by the significant
economic growth in the PRC, the real estate market has become more
maturely developed. The Group believes that the development of such
business will further drive the growth of the Groups in view of the
promising residential property market in the PRC. Furthermore, more
diversified property portfolio can alleviate the Group's reliance on
commercial properties.

In the coming year, it is believed that lingering uncertainties in
macroscopic policies in respect of the real estate industry promulgated
by the government and ever-changing economic environment may
give rise to various performances in different real estate market.
However, we believe that long-term fundamental factors that fuel the
growth in PRC’s property market will remain unchanged. Accordingly,
in order to develop the PRC’s property market, the Group will closely
monitor the changes in market conditions and governmental policies,
input resources for deeper research and business development, and
look for appropriate opportunities through careful selection of
investment choices. Riding steadfastly on strategic geographical
layout, building of excellent and highly efficient workforce, and
development of sophisticated products and quality services, the Group
maintains its competitiveness and promising prospect with an
expectation to become a leading real estate developer in the PRC with
excellent operational efficiency and profitability in the near future.
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Management Discussion and Analysis (continued)
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Employees

As at 31 December 2017, the Group employed a total of 22
employees, 19 of them were based in Mainland China. Staff costs
(excluding directors’ emoluments) for the year ended 31 December
2017 amounted to approximately HK$12.2 million (2016: HK$17.1
million). The Group ensures that the pay levels of its employees are
competitive and in line with the market trend and its employees are
rewarded on a performance related basis within the general
framework of the Group’s salary and bonus system.

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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Environmental, Social and Governance Report

BE HERELIHSE

1

ABOUT THIS REPORT

1.1

1.2

BASIS OF PREPARATION

This is the Environmental, Social and Governance Report
(the "ESG Report”) of Sansheng Holdings (Group) Co. Ltd.
(the "Company”) and its subsidiaries (“Sansheng ”, “We"
or the "Group”) prepared in accordance with the
requirements set out in Appendix 27 “Environmental,
Social and Governance Reporting Guide” to the Rules
Governing the Listing of Securities on the Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) (the
“Listing Rules”), which gives a review of the Company’s
performance of it's three major responsibilities, namely
environmental, social and governance responsibilities, in
2017.

BUSINESS OF THE GROUP

During the reporting period, Sansheng Holdings (Group)
Co. Ltd. completed its rebranding process. We are
principally engaged in property investment and property
development. During the year under review, the Group
held commercial buildings and industrial properties in
Harbin, Qingdao and Hong Kong as investment properties.
The development projects for the land held by the Group
in Yifu of Shenyang, Pingtan of Fujian and Zhanggiu of
Jinan are pending development. The Group will continue
to hold the investment properties for capital appreciation,
and will at the same time identify opportunities for leasing
out the investment properties or for cooperation. The
Group will pay close attention to the changes in real
estate policies, economic environment and market
movements, and participate in land auctions or acquire
quality land projects so as to achieve rapid growth in
revenue and profitability. In respect of ESG compliance,
the Company refers to the experience of Sansheng Group
and adopts the relevant policies and guidelines as its own
guiding principles.
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Environmental, Social and Governance Report (continued)
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1.3

1.4

1.5

RoHekER®E (B)

REPORTING PERIOD AND SCOPE

The reporting period of this report covers the financial
year of 2017 (from 1 January 2017 to 31 December
2017). The report covers the Group’s principal businesses
of property development and property management, and
its head office in Hong Kong. During the year, three of
our property development projects , which are in the
project design and site preparation stages, has not yet
started construction and the investment properties
remained vacant. The Group is considering to gradually
expand its reporting scope in the future to cover other
property development and management in the country.

RESPONSIBILITY OF THE BOARD

All the information and contents disclosed in this report
have been reviewed and confirmed by members of the
Board.

CONTACT

We value the recommendation and opinions of different
stakeholders for improvement. If you have any comment
to this report, please e-mail to: ir@sansheng.hk.

2 STAKEHOLDER ENGAGEMENT AND
MATERIALITY ASSESSMENT

2.1

STAKEHOLDER INVOLVEMENT

Materiality assessment is essential in formulating the
relevant policies of environmental and social
responsibilities, which provides guidance for the operation
and development of the environmental, social and
governance compliance of the Group in future. Therefore,
during the year, the Group engaged a third-party
independent consulting team to facilitate the stakeholder
engagement process, in order to understand the material
issues related to environmental and social responsibilities
of the Group. Material issues were identified based on the
stakeholder engagement findings. The Group then
determined the focus of disclosure of this report based on
the assessment results. The stakeholder survey focuses on
several issues, including but not limited to staff benefits,
health and safety, level of concerns of investors towards
Sansheng’s ESG performance and future prospects,
mission for property development and policies for
prevention of pollution, quality and commitment of
property management services and supply chain
management.
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Environmental, Social and Governance Report (continued)
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B2 15

2.2 MATERIALITY ASSESSMENT

We assessed the opinions and recommendations obtained
from the stakeholder engagement. Set out below is the
significant environmental, social and governance issues
and their relationship with business operation by level of

importance:

Results of materiality analysis

22 BEEMSMN
TPVEN AR E S AR T IR SR AV B
BNEBERETTG $EROR
BoHekErMEREHEERE
CEHEREEZERENTEET :

EEMIT2ER

Scope Significant Issue Relationship with business
ElE| EERE ERET 2 B
Environment |Hazardous wastes Hazardous wastes produced during the process of property
IRIE BEEZEY development (e.g. paints, used lubricating oil) which are subject
to government regulation shall be treated properly according to
laws and regulations
MERBBEPFELNHR BEROSIBFRENEE
BEEY)  FRRERAEREZEEEEREY
Noise Noise produced during property development or decoration stage
R would affect the residents or tenants nearby
MERBEIERECHANEIEESELRE  HMAREL
HPEMATE -
Wastewater discharge Wastewater produced in the sites during the process of property
REIKBERL development shall be treated according to the relevant
requirements for discharge
ETORAER THEELREK  FEREMEKIRNERA
ERED
Indoor air quality Indoor air quality of properties could affect the health and well-
ENEREE being of customers and it is necessary to ensure the indoor
pollutants, such as formaldehyde in newly completed properties,
are up to standard
MENZENEZRESAIZERETNRELEL  FERZEA)S
R EIRE - MFERCY) R T R
Social Product responsibility Ensure the quality of property management services and prevent
- EmAAE the collected customer information from being divulged
BRMEEERBHNEER  URREMBENEFERIARI
/-
2,
Employment of child- Comply with the local labour-related laws and regulations and
labour and forced-labour |strictly prohibit the employment of child-labour and forced-labour
ERZET REHI%5 BT EME S TAHERER - BRERELLAN S
Anti-corruption Prevent any bribery, extortion, fraud and money laundering
R&ES behavior during operation and any violation will be dealt with
according to law
DB ERHRE R - BEFRERETR - WHROERRE
ERIEBRIENR
Staff development and Frontline staff will be provided with internal training to ensure
training their continuous development
8 T 3R ME ATAR B THR A EB sl AR IA MRt I B 35 B 3R
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Environmental, Social and Governance Report (continued)
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The Group discloses environmental related data according to the
requirements of the Stock Exchange for the first time. However, since
most of the property development projects has not yet started the
development (i.e. in the project design and site preparation stages),
such material environment data as hazardous wastes, noise and
indoor air quality etc. are not available for the time being. Such data
will be collected upon commencement of the projects and disclosed
in the report for the following year, so as to further enhance the
transparency of the ESG compliance of the Group. We have initially
disclosed the environment data currently available for the year, e.g.
electricity used in office, water usage, wastewater discharge and
petrol consumption of our vehicle fleet.

3 Environment
The Group’s mission is “Achieving Ultimate Life”. By adding
sustainable elements to the process of creating quality homes,
the Group aims at providing a livable environment for its
customers and their future generations. Through effective
environmental measures and systems, the Group continues to
improve its performance in environmental protection.
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Environmental, Social and Governance Report (continued)
B B REARE (B)

The Group attaches great importance to green buildings and
development. In order to better integrate the concept of social
responsibilities into our corporate strategy and decision-making
and to provide further guidance for the performance of
corporate social responsibilities, the Group formed a corporate
social responsibility steering group led by the management
during the year, striving to prepare the Group for any future
challenges, environmental and social. As a listed company, the
Group deeply recognizes its social responsibilities. Thus, we will
follow the direction of national development and contribute to
the country’s green progress. We will do our best to achieve
environmental protection and energy conservation, reduce
pollution and enhance energy efficiency.

The two main objectives of the Group are:

Green development  To commence green property
management, implement energy
conservation and environment-friendly
operations, and develop energy-saving
green technologies, so as to strive to
become the leading green benchmark
in the industry

Share development To integrate into the community, pay
attention to the livelihood of the public,
care for the underprivileged, give full
play to the Company’s platform and
resource advantages and share the
achievements with the society

We will elaborate below the potential impact on the
environment in the areas of property development, property
management and office as well as its corresponding measures.

3.1 Property Development
During the current reporting year, the development and
design plan of our property development projects were
still awaiting final approval from the Chinese authorities.
Therefore, the Group’s projects are still in the planning
stage and no major construction activities have been
carried out at the construction sites. For the above
reasons, the direct impact on the environment at this
stage is limited. Nevertheless, we still ensure proper
management at all stages of our property development,
including design and construction of the properties, and
minimization of impacts on the environment by reference
to the experience of Sansheng Group and in compliance
with the corresponding policies and guidelines on
environmental protection.
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3.1.1 Design Stage

Customers’ demands for three product elements,
namely product quality, product grade and
producer’s ethics, have been rising. Apart from the
basic conditions of the properties, such as degree of
comfort, location and decoration, customers also
wish to promote the development of urban culture
and the green development of the region through
purchasing properties from socially responsible
developers.

The Group believes that good architectural design
plays a decisive role in the development of green
buildings and a sophisticated design will reduce the
user’s future consumption of resources, such as
water and electricity consumption, thereby
contributing a positive daily impact on the
environment in the long run. The Group will
implement green design in accordance with the
industry specification standards for green building
design. In addition to effective use of resources,
green buildings also focus on the use of raw
materials, indoor air quality and the choice of land
and outdoor environment. For the construction
process, we will assess the potential impact on the
environment, strive to solve problems at source, and
try our best to reduce pollutant emissions and
impact on residents in the neighbourhood in
compliance with the environmental protection laws
and regulations of the PRC. The following are
certain measures that will be implemented in the
design stage:

—  Before designing a new project, a preliminary
environmental assessment on the current
status of the construction area will be
conducted to anticipate ecological changes
that may arise during development, pollutants
generated from construction and the
respective control measures, ecological change
plans, and investment in environmental
protection, etc.

— Enhancing the use of environment-friendly
and energy-saving equipment; optimizing the
construction system; and adjusting new types
of equipment to improve precision and reduce
errors, in order to reduce costs, increase
efficiency and reduce pollution.

— To avoid exploitation of precious natural
resources by using environment-friendly
materials, such as artificial stones instead of
natural stones, as much as possible in selecting
building materials.
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3.1.2 Construction Stage 3.1.2 lE TR ER

During the construction process, we strictly comply
with various construction plans formulated during
the design stage. We refer to the “Construction
Practice Standards” established by Sansheng Group
for construction and strive to reduce various
pollutant emissions. The indicators include:

Wastewater Treatment:

To ensure that application for wastewater discharge
permits has been made to the relevant departments
prior to the discharge of wastewater at the
construction site, and that all wastewater treatment
facilities, such as septic tanks and sedimentation
tanks, have been properly installed. Meanwhile,
gutters are set up along the road of the construction
site to control the drainage flow direction, and
separate sewage pipes are laid for collecting
industrial wastewater generated during construction
and domestic wastewater to attain the diversion of
rainwater and wastewater. After being processed,
all wastewater will be discharged into the local
sewage piping network for centralized treatment
and will never be discharged directly into the nearby
land or rivers to pollute the environment.
Wastewater discharge from factories will be
regularly monitored to ensure compliance with the
discharge standards.

Noise Management:

The Group understands that it will inevitably cause
nuisance to nearby residents during construction.
Therefore, large-scale management system for
construction noise is in place. The noise reduction
equipment on the construction site must comply
with local requirements. The location of workshops
must be distanced from sensitive areas and closed
sound insulation measures should be taken to
ensure that the noise level meets the standards and
would not cause too much nuisance. We also strictly
control the operating time of construction sites. If
night-time operation or continuous operation is
required due to technical requirements or special
requirements, a night-time operation permit must
be obtained. Residents in the neighbourhood must
also be informed and consulted in advance and
effective measures should be taken to reduce noise
emissions so as to minimize its impact on the
surrounding environment. At the same time, we
also take building materials into account and use
triple glazing in some units to block noise.
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Waste Management

Construction Waste

We properly collect, store and dispose of the
construction waste generated from construction
sites and household waste in accordance with the
local requirements. Sites are generally equipped
with waste separation facilities, and some
construction waste can be processed into building
products by brick-making machines and reused as
building materials. We separate and recycle
household waste, and refuse that cannot be
recycled will be properly disposed of.

Hazardous Waste Management

The Group’s hazardous chemical waste products
generated during construction, such as waste oil,
waste gasoline and diesel, and containers for
detergents, methanol and paint, must be collected
and managed in accordance with the “Dangerous
Goods Management Operation Guideline” (/& &
EIBEEIEEE) and must not be abandoned or
cause environmental pollution. The above code
provides procedures for effective control over the
process from the storage of various dangerous
goods in construction sites to the handling of
hazardous wastes, preventing accidents and
environmental pollution caused by deficient
management.

The handling of hazardous waste includes the
posting of warning signs on the storage sites, as
well as requirement for ventilation, leak prevention,
and ease of removal and transportation. Employees
should take precautions against rain and leaks for
the storage of various types of oils and chemicals,
and conduct regular inspections to prevent leakage.
The Group requires the use and storage of
dangerous goods to be inspected by a project team
every six months to ensure that working guidelines
are strictly followed. All hazardous waste will be
entrusted to a qualified third party for disposal.

Exhaust (Construction Dust) Management:

The Group sets up fences, enclosures and spill-proof
seats in its sites and takes proactive dust prevention
and reduction measures. We regularly spray water
on the sites to prevent dust from flying around. We
harden the surface of access for construction
vehicles and set up car-washing troughs in order to
prevent dirt and dust from sticking to the vehicles,
ensuring the vehicles and the road surface are clean
and tidy, strictly controlling generation of dust.
Meanwhile, clean fuel must be used in ancillary
canteens near the construction sites in order to
reduce exhaust emissions.
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Indoor air quality:

To ensure that indoor air quality meets the
standards, we have carefully selected building
materials to prevent excessive levels of air pollutants.
such as formaldehyde, which are the major concern
of our customers. Moreover, during the inspection
and acceptance, the indoor air of the units will also
be sampled and checked to see if it met all of the
Group's quality commitments before the customers
sign for acceptance.

3.2 Property Management
The Group also adheres to the environment-friendly
principles in the operation of property management. A
number of management policies have been prepared for
reducing emissions, improving energy efficiency and
improving the overall community environment. The
following are some examples:

— Garbage separation, reuse and recycling:
Recycling bins are set up in the project park to
encourage recycling of used batteries and clothing.
Garbage processor is also installed depending on
the actual situation of the project in order to directly
process the waste into fertilizer. All garbage will be
subject to centralised treatment, avoiding arbitrary
dumping or incorrect classification. Supervision and
inspection of the environmental performance of the
project will be conducted every month. Problems
will be promptly reported to relevant departments
for follow-up.

— Enhancement of energy efficiency: We endeavor
to replace lighting systems in common areas with
LED lights and install smart systems which, for
energy saving purpose, set various lighting programs
to accommodate season and other changes, and
illumination intensity increases only when people
approach. LED light has a useful life of 50,000
hours, which is two and a half times longer than
that of conventional bulbs. It also reduces the
production of waste bulbs.

— Greening of the project park: We are committed
to providing users with better leisure space through
the greening of public space, improving air quality
and enhancing the overall landscape of the park.

— Noise management: We control the time required
for interior decoration and prohibit operation on
holidays in order to reduce the impact of noise
produced on occupants.
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Indoor air quality: We actively monitor the indoor
air quality and provide users with a healthy and
comfortable indoor environment.

3.3 Offices of the Group

The Group also adopts various measures to achieve energy
conservation and emission reduction when it manages its
own office. The following are some examples:

Increase employees awareness: We actively
organize environmental charity activities to increase
our employees’ environmental awareness. We
encourage resources conservation so that the
concept of low-carbon environmental protection
can be instilled in our employees. We also make
specific guidelines on time, temperature, and other
matters when it comes to energy consumption, such
as the use of water, lighting, air-conditioning in
office, with an aim to achieve strict implementation
of the concrete measures and requirements for
energy management.

Electricity management: Central air conditioning
automatically switches between the main unit and
its sub-units according to the electricity load system
so as to reduce wastage of electricity. Energy-
consuming equipment, such as lighting system,
computers, air conditioners, in unattended rooms
must be switched off. Different time slots such as
working days are identified according to the people
flow, so as to determine the number of elevators in
service in order to reduce energy consumption.

Water management: water flow is controlled in
accordance with office hours to avoid excessive use
of water. Comprehensive inspections are regularly
conducted in order to to ensure normal operation of
the equipment and prevent wasteful situations such
as leakage from happening.

Paper saving: We streamline documentation and
promote paper reuse, materializing the concept of
e-office.

3.4 Compliance

38

During the year, the Group did not identify any violation
against any environmental laws and regulations that have
a significant impact on the Group.
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3.5 Environmental Performance Indicators

Since August last year when the Group officially changed
its name to Sansheng Holdings (Group) Co. Ltd. until the
end of this financial year, its projects were still pending
construction. Therefore, the following environmental
performance indicators only cover the offices of the three
projects, namely Pingtan Project, Zhanggiu Project and
Shenyang Project, and the figures only cover the period
from September to December after the Group was
renamed. In the future, with the commencement of the
project works, we will update relevant environmental
performance indicators accordingly.

3.5 RIBEMIEE
HEFNAREBERERZ A=K
2R (EE)BRARREMRFE
TEEAIE - ETIEE MERFER
o A T IRIBEBIIEIZEIREF
BCEERAB=ZEBEEOHA
T BHAEBEEREZIOAZ12AH
EiE - RKBEEZEIHEE IREHAE &
I IEIEE 378 RIRIR A BUEIE -

Environmental Performance Indicators Unit The figures

REEVRER B in 2017
2017 FEUE

Electricity purchased' Kilowatt-hour 6,288

BEER TRF

Use of gasoline (vehicles) Litre 3,720

AR (BR) 7t

Water consumption Cubic Metre 390

JiPi AV

Wastewater discharge Cubic Metre 341.5

FIKBER SLTK

! It also covers electricity consumption in Hong Kong offices.
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4.1

Product responsibility

Based on its quality products and services, the Group has
high regards for product offering, quality and perfection,
remaining true to its original aspiration of providing
exquisite products with long-lasting value in a professional
manner so as to perfect our products with the finest
craftsmanship. We are committed to providing quality
services for merchants and residents wholeheartedly,
implementing effective internal control measures and risk
prevention system, minimising the impact of significant
contingencies one way or the other to secure the strategic
development of the Group. We have formulated the
following measures in various product responsibility
aspects:

Property quality

The Group conducts prior research on customers’ need in
the early stage of product design so as to better position
its products to meet the market and customer demands.
The Group has put in great efforts to provide healthy and
comfortable space for living and leisure by strictly
complying with the regulations including Construction
Law of the People’s Republic of China ((FF#E A R F1E
#%5%)) and Regulation on the Quality Management of
Construction Projects (( &% T2 S E & # & 61)) to
monitor the product quality during the construction
process, and adopting a supervision model during the
housing construction process whereby regular on-site
inspections are conducted to supervise and ensure the
housing quality. After completion of the construction, the
properties are subject to inspection and approval from the
relevant government authorities. Customer satisfaction
survey regarding unit quality, services, etc. will be
conducted upon handover of the units. Based on the
findings of the survey, the Company will come up with
ideas and suggestions in respect of its products and
services from the customers’ perspective.

Property management service

We maintain close communication with customers
through questionnaire surveys to understand customers’
demand for construction and property management
services, keep looking for areas that can be improved, and
do our best to provide better services to customers. In
addition to the continuous improvement in infrastructure
to provide owners with a better environment, as long as
the circumstances are applicable, the property companies
under the Group also plan to provide a variety of activities,
providing a communication platform for the owners. The
Group has established a complaint handling mechanism.
All customer complaints will be recorded in detail, and
then feedback will be given in a timely manner to ensure
satisfactory answers to the complainants.
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4.2

Promotion policy

The Group complies with laws and regulations such as the
Advertising Law of the People’s Republic of China ({F %
AR HRMBIE S L)), regulates the design and production
of the Company’s sales advertisements, and perfects the
Company'’s advertising and display of external advertising
services, thereby protecting the Company’s advertising
campaigns in terms of authenticity, legality and
compliance. Deceptive practices misleading consumers
such as misrepresentation of gross floor area or
overstatement of advantages of the properties are not
accepted.

Customer privacy

In order to protect the privacy of customers, the Group
has set up a file management system in accordance with
the laws to archive and manage the customer information
in sales contracts which can be accessed only by the
Company’s staff and shall not be taken away from where
it is kept without permission. File management personnel
are not allowed to extract, copy, and disseminate
confidential customer information.

Compliance

During the year, the Group was not aware of any violation
against the product responsibility regulations that have a
significant impact on the Group.

Supply Chain Management

The Group also attaches great importance to the
sustainability performance of its suppliers. When selecting
suppliers, apart from such basic requirements as
reputation, qualifications (such as 1ISO9001, 1SO14000),
financial stability, costs, technical support and services, the
Group also pays attention to the environmental and social
risk policies of the supply chain. We manage the supply
chain by reference to the “ Bidding and Procurement
Administrative Measures” ({ 12 £ B & 12 #1)% ) set up
by Sansheng Group. Major procurements must undergo a
tender process to select qualified vendors for the provision
of products or services.

Only the suppliers on the approved list are eligible for
participating in the tender process. The Group has
prepared the “Management Measures for the
Inclusion of Suppliers into the Approved List” ({75 AJE
EIEPE)) and the “Management Measures for Suppliers’
Performance Evaluation” ({757 & #J5F & B E #15)) to
provide guidance on the conditions for inclusion and the
review process. The guidelines set out requirements for
the supplier’s environment, employee benefits and health,
etc. and require an investigation into the corporate
reputation of the suppliers so as to screen out enterprises
with negative publicity covered in local media, legal
actions, and management of bad reputation.
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4.3

In order to minimise the environmental and social risks of
the supply chain, the Group mostly cooperates with
larger-scale suppliers. They are familiar with the relevant
environmental and social requirements, thus the standards
for project quality are more assuring, and they are
concerned about the welfare and safety of their
employees.

For suppliers that repeatedly violate environmental or
labour laws, we will terminate our cooperation
relationship in a timely manner and blacklist them.

Anti-Corruption

Sansheng strongly opposes to all forms of corruption,
bribery, extortion, fraud, and money laundering, etc. In
addition to the employees’ compliance with the “Anti-
Unfair Competition Law of the People’s Republic of
China” (PEARKEMBE X FEEFEFE)), the Group
also refers to the “Sansheng Holdings Auditing
Supervision System” ( = B% 1% IR 3§ 71 B5 X %l [£ ), the
“Sansheng Holdings Conflicts of Interest Reporting
System” ({ = BX 4% % 7 25 &7 2€ B0 3R & ¥ )) and the
“Integrity Management Commitment” ({ B2 48 & & &
£)) established by Sansheng Group, setting a code of
conduct for the various functional departments of the
Group which prohibits employees from pursuing personal
gains by taking advantage of their positions and specifies
penal provisions.

The Group has also formulated and established the Group
Audit and Supervision Committee. In 2017, Sansheng
Group revised the “Sansheng Group Auditing Supervision
System (2017 Revision)” ({ =B £ @ EHES=$E (2017
F & F] HR))) with which the Group was required to
comply. The system proposes the investigation and
punishment procedures for individuals or units involved in
irregularities and misconducts identified in the monitoring
course and procures strict enforcement of the constitution
of the Group as well as due performance of duty of the
individuals or units in question. As to major irregularities
and serious misconducts, according to “Standards and
Penalties for Significant/Major Irregularities and
Misconducts” ((ER /B KEH « KBAT A EFE =
= 2 )) and depending on severity of the specific cases,
individuals and units held responsible are subject to public
censure, economic sanction, warning, demotion, dismissal
and handover to judicial authorities, etc..
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Meanwhile, the Group will publicise the relevant system in
the office system. At the same time, the risk internal
control audit department will conduct training and
promotion of the relevant system for all employees in the
Group's induction training and in-service training to
ensure that all employees understand the relevant
regulations. The Group also has a relevant whistle-blowing
system through which anyone, whether an employee or a
business partner of the Group, can report the case
through the Group's collection box, phone number and
e-mail address designed for receiving complaints as long
as sufficient evidence is available.

Compliance

During the year, the Group was not aware of any violation
against the anti-corruption related regulations that have a
significant impact on the Group, nor did it discover any
corruption incidents.

Employment and Labour Practices

The Group values talents and is committed to providing a
quality, diversified, fair and impartial and discrimination-free
workplace. Since most of the employees and projects of the
Group are located in Mainland China, we regularly pay attention
to labour laws and related regulations, maintain close contact
with the Social Security Bureau (¥f 18 /®), strictly abide by
relevant laws and regulations of the PRC, and pay attention to
and protect the human rights, development and safety of
employees. In order to attract and retain outstanding talents,
the Group has adopted competitive remuneration packages in
the industry, adhered to performance awards and internal
fairness, and offered employees on-the-job training and equal
long-term development opportunities. The Group has a
comprehensive human resources management system, including
recruitment management system, personnel incentives and
punishment management, remuneration and performance
system, employee welfare standards, probation management
system, labour contract management system, and post-
employment management system, etc.

5.1 Employees and Remuneration Packages

The Group promotes the principles of performance-based
incentive, internal fairness and impartial personnel
management. Our human resources management systems
and policies mainly include remuneration and dismissal
system, equal opportunity system, recruitment and
promotion system, employees welfare benefit system,
employee leave system, working hour policies, and anti-
discrimination policies.
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In order to attract and retain outstanding talents,
Sansheng’s management comprehensively considers the
salary level in the market, internal remuneration system,
employees’ job skills and contribution so as to reasonably
determine employees’ remuneration. Sansheng’s salary is
among the upper middle level in the industry. Meanwhile,
the Group has complete performance appraisal
procedures in place, which include an annual
comprehensive appraisal. Targets are set at the beginning
of each quarter, and performance appraisals are
conducted by heads of the superior department at the
end of the quarter. Employees who meet the targets will
be awarded by the Group.

The Group's working hours, leaves and welfare benefits
are consistent with government policies and local industry
practices. In addition to annual leave, different types of
leave are also provided, including sick leave, marriage
leave, maternity leave and carer’s leave. The Group has
also set up various clubs for its staff, such as football club,
badminton club, bakery club, and yoga club, organizing
an average of 500 activities annually. Quarterly birthday
parties and festive events are arranged regularly. At the
same time, we will also join the annual trip organized by
the Sansheng Group, to bring more fun and joy to the life
of its staff, promote friendlier relations in the workforce,
and, in turn, foster a stronger sense of belonging in the
Group and their respective departments, ultimately
creating a cozy working environment.

In addition, the Group will also provide employees with
various types of subsidies and monetary gift. For
significant events such as marriage, childbirth, and
bereavement, the Group will accordingly distribute
condolatory money to show the Group’s compassion and
concern for its employees. The Group will provide home-
purchase subsidies and car-purchase subsidies for those
long-serving employees in need. In addition, the Group
also provides employees with high-temperature allowance,
festival allowance, monetary birthday gifts, housing
allowance or staff quarters, lunch allowance,
communication allowance and transportation allowance
to provide employees with working convenience and
relieve their financial burden.

Compliance

During the year, the Group was not aware of any violation
against the employment and labour-related regulations
that have a significant impact on the Group.
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5.2 Health and Safety 52 BEHEZZE

The Group is committed to providing employees with a
healthy and safe working environment. Since the Group’s
major occupational risk lies in site safety precautions, in
addition to the statutory medical insurance, the Group
also provides employees with occupational injury
insurance, accidental injury insurance and annual medical
check-ups based on the types of work of employees so as
to ensure the health and safety of the employees and to
ensure compliance with Regulation on Work-Related
Injury Insurances issued by the State Council, shielding
employees from occupational hazards.

In order to mitigate the occupational risks faced by
employees, the Group has formulated formal health and
safety policies. For example, the Group has devised a
comprehensive evacuation route, conducted regular
workplace inspection, set up appropriate signs and
instructions for areas that require more attention, and
formulated formal monitoring and reporting system for
accidents and death. The Group has also installed smoke
detectors and maintained battery inventory for timely
replacement. Apart from that, the Group conducts regular
training and assessment on the prevention of occupational
risks for both new and existing employees. Fire drills and
evacuation drills are also conducted regularly to
strengthen employees’ safety awareness so as to
consolidate their knowledge and skills about personal
safety. The Group also conducts employee satisfaction
surveys on the working environment.

The Group has provided a satisfactory working
environment for its employees, including safe and healthy
canteens with cooks having received safety and health
education. LED lights and good ventilation systems have
been installed in workplaces such as offices and
construction sites. The Group also hires cleaning workers
to perform regular cleaning of workplaces. No-smoking
policies are implemented in offices and construction sites.

Compliance

During the year, the Group was not aware of any violation
against any occupational health and safety related
regulations that have a significant impact on the Group.
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5.3 Development and training

46

The Group provides its new employees with training
program comprising induction lectures and team building
activities, the contents of which include introduction to
culture and values of the Group and the region,
regulations and systems, operation of information
technology systems, staff benefits and policies and laws
relating to business operation, for the purpose of allowing
new employees’ to have a better understanding of the
Group, familiarizing them with the culture, system and
code of conducts of the Group as soon as possible and
assisting them to adapt to their departments and the
Group. Assessment would also be conducted after the
training sessions. All employees scoring below 80 are
required to sit a make-up examination and those who fail
the make-up examination would be disqualified for
employment. The Group counts attendance through
training records and strictly monitors relevant records.
Employees intending to excuse themselves from a training
session must account to the staff of the administration
department and apply for leave of absence. Subsequent
application is not accepted.

To improve professionalism and competence of
employees, the Group has established a 3-month in-
service training. Head of the department to which the
relevant employees are attached is responsible for
conducting the training which covers areas like project
knowledge, workflow, functionality of the position, recent
work background and performance assessment. In-service
training has a training record system as stringent as that
for new employees to monitor relevant effectiveness, with
a view to eventually enhancing work competence and
development potentials of employees.

In addition, the Group set up a knowledge sharing
organisation, namely “New Wisdom Hub (31 & [E)", to
pool the working experience and knowledge of each
employee, such as views on his work, working experience
and improvement of employees’ life. Employees may
freely express their views and viable ideas will be
materialized. “Tiger Junior (/N F& BX)” comprising
employees having 1 to 2 years’ working experience after
graduation, “Tiger Brave (j8 & E)” comprising
experienced employees and Sansheng Forum (=B i%18)
provide employees with platforms relevant to the Group
and to development and training, striving to enhance
employees’ desire to learn, learning capabilities and
working capabilities.
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5.4 Labour Standard

The Group complies with labour laws and regulations of
the PRC and regions where it operates as well as Laws on
Protection of Minors. The Group determinedly stays clear
of child labour and forced labour and enters into labour
contracts with its employees by mutual agreement after
consultation and under the principles of lawfulness,
fairness, equality, willingness and good faith. In addition,
employees are required to study the relevant laws and
regulations carefully in staff training while professional
legal staff and consultants of personnel department are
responsible for monitoring the compliance of those laws
and regulations.

Moreover, the Group values opinions and
recommendation from employees. Interviews with
employees are organised regularly and employees are
encouraged to give on-the-spot or follow-up feedbacks.
Employees may report irregularities by contacting the
senior management, calling the complaint hotline and
sending emails.

During 2017 financial year, no incidence of child labour
and forced labour has occurred to the Group. The Group
undertakes to investigate into potential indications of
child labour or forced labour. Upon discovery of any child
labour or forced labour, the officers involved are subject
to summary dismissal and reports would be filed to
relevant government authorities.

Compliance

During the year, the Group was not aware of any violation
against labour standard related regulations that have
significant impact on the Group.

Community Investment

The Group concerns social charity works. The Group proactively
contributes and repays the community by encouraging
employees to participate in social responsibility activities. We
have joined the Sansheng Group to promote various social
responsibility activities by establishing a charity brand, namely
“Love Guards (## & E)", to contribute to social charity
including caring for the underprivileged, environmental
protection, education, cultural conservation and cultivation of
urban cultures. Under the leadership of the Company’s founders
and senior management, our employees have been participating
in relevant charity projects across the country. Sansheng Group
set up a group branding department specialising in corporate
social responsibility functions and external communication for
charitable and public relations affairs, internal coordination and
project execution. The department is also responsible for
scheduling the Group’s charitable activities across the nation
annually. The Group will continue to contribute to the
community and initiate more charity works on promoting public
awareness on environmental protection and to repay the
community.
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PHgg1 — BXPR(IRIR, it

Guide Index RERBRERESIDRSIER
Aspects Section Remarks
i) =8 B
A Environmental B35
A1 Emissions HE Y 3 -
(@) Policies and
(@ BXR: X
(b) Compliance with relevant laws and regulations that
have a significant impact on the issuer
(b) BTHIBITABEAZENEBEZREN
relating to air and greenhouse gas emissions, discharges
into water and land, and generation of hazardous and non-
hazardous waste.
FREERNMABEEREBYN  RKERTHAEES EERE
EREEMNEESTH
A1.1 | The Types of Emissions and respective emission data 3 -
B e iE s R ARRE BERE B
A1.2 Greenhouse gas emissions in total (in tonnes) and, where 3|According to materiality
appropriate, intensity (e.g. per unit of production volume, assessment results of the
per facility). Group for this year,
BERBAHNE (UEE) R (ER) ZE (WA E greenhouse gas emissions is
B - BIEXRMETE) ° not the most important
environmental issue. Thus,
we will consider to make
relevant disclosure in the
future.
EEAFNESZUOWE
BARAZERERHTERE
ZNRREE  BREME
X RITARIERBOESE -
A1.3 |Total hazardous waste produced (in tonnes) and, where 3| As property development

appropriate, intensity (e.g. per unit of production volume,
per facility).
PELASEEMHEE CAEE
BESBM SEREHHE) -

3) N (i@ R ) B E (JIA

projects of the Group were
still pending development
during the year, no data for
hazardous waste is available
for the time being. The Group
will collect relevant data upon
commencement of
construction of the projects.
REBENYEFEIABESF
NN R ERER - Bt
R AREIRH A ZTEMNE
- MBS e TR R
AR TR ETTHE -
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Aspects Section Remarks
g =] ok
A1.4 |Total non-hazardous waste produced (in tonnes) and, 3|According to materiality
where appropriate, intensity (e.g. per unit of production assessment results of the
volume, per facility). Group for the year, non-
PREABEREZMREE (LA ¢Eu‘|‘ 9) R (aEA) = E (A hazardous waste production
BESEMN - SEREHE is not the most important
environmental issue. Thus,
we will consider to make
relevant disclosure in the
future.
KEMEZUELTERETR
EERVBIMEHETIRERE
ZHREEE - B
S BIEARRIEARFRBE -
A1.5 |Description of measures to mitigate emissions and result 3 -
achieved
OB EHE R E B b PTG ACR ©
A1.6 | Description of how hazardous and non-hazardous wastes 3 -
are handled, reduction initiatives and results achieved
R RIBAENEEEZEYN L - BIEELESNHERR
FSRCR o
A2 Use of Resources R A 3 -
Policies on the efficient use of resources, including energy,
water and other raw materials.
BHEBERERER(BIEEIR - KREMERME) BB
A2.1 Direct and/or indirect energy consumption by type (e.g. 3.5| The Group has disclosed the
electricity, gas or ail) in total (kWh in ‘000s) and intensity total consumption of
(e.g. per unit of production volume, per facility). electricity and petrol for the
HERASHNEEL SREEER(UE - fEh) @FE year. The Group is
(MJHIQFEH AE)REE (MG ESEAM - BEKE considering appropriate unit
TE for measuring intensity and
proposes to disclose intensity
in the future.
REBBEETFANBER
BAamEsE - %lEE%J’E
;u EREAERE 2B
Wit BIEARREERE °
A2.2 |Water consumption in total and intensity (e.g. per unit of 3.5| The Group has disclosed the
production volume, per facility) total water consumption of
BFEKERTE (WABESEN - BHRMAH) offices for the year. The
Group is considering
appropriate unit for
measuring intensity and
proposes to disclose intensity
in the future.
REERE T FAPREL
BRAKE - EEEEZRE
/\ﬁHVEqu”““F“Zﬁu bi
R AR R &

ER(EE)ARAR | ZB—EEFER
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Aspects Section Remarks
g =] s

A2.3 | Description of energy use efficiency initiatives and result 3| The Group has demonstrated
achieved. various energy-saving
g R s AT B R B AR o measures in property design,

construction, management
and office interiors in the
report.
REBERERNHBE T RY
ERE. I, BEBERREA
EENFIARETBIE M o

A2.4 | Description of whether there is any issue in sourcing water 3.1.2 -
that is fit for purpose, water efficiency initiatives and results
achieved.

SREGE R KR _ ERI B AR - LA RRA AR
BIRPTSRR -

A2.5 |Total packaging material used for finished products (in —|According to materiality
tonnes) and, if applicable, with reference to per unit assessment results of the
produced. Group for the year, packaging
X MAAREMANAEE (AEE)  R(nER)E material is not the most
HEBMRE - important environmental

issue. Thus, we will consider
to make relevant disclosure in
the future.
REMNBEEUEDTERET
BEMHEETREREEZN
RRZEE BEMES
BHEARRIEAERI B EE -

A3 The Environment and Natural Resources — | The Group strives to minimize
BRERRAARER impact of our operations on
Policies on minimizing the issuer’s significant impact on the the environment and other
environment and natural resources. natural resources. During the
EEAREZEITAHRRERRIAERENERFZENECR - reporting period, there was

A3.1 Description of the significant impacts of activities on the _|no significant poIIuUQn aqd
environment and natural resources and the action taken to damages to surrounding arr,
manage them., Iands,_ water sources and
B E B EBHRAR R AR EAY S RE FRER ecological environment. The
BRI TE) - Group's poll_C|es and

measures addressing resource
consumption and emissions
are fully explained in A1 and
A2.
REEBNBEEREHIIRER
R E A KRR E IR IER Y
2 WREHRENL A BT
ZER - T KRR AEREIR
BESERERRTRRE
2 o ST EIRER KR
M AEBBER MEEE R AT
K A2 BRI VERFAREIER ©
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Aspects
EIES

Section
=6

Remarks

Bt

Social i+t &

B1

Employment {E &

Policies on employment and compliance with local laws and
regulations that have a significant impact on the issuer on
the following aspects:
FARBHNIERETRUTAEHBITATEATEN
Ry ER KRR -

. Compensation and dismissal

N K e

Recruitment and promotion

RERETT

Working hours and rest periods

TR B R EBREB

Equal opportunity and anti-discrimination
FERE R RIXR

Diversity

e

Other benefits and welfare

HFd REn

5.1

B2

Health and Safety @EHZ &

Policies on providing a safe working environment and
protecting employees from occupational hazards and
compliance with relevant laws and regulations.
BERARMRZ2TERERREREBMEBELBENEER
NEFHETABERZENEBERZNARD -
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B3

Development and Training 2% fE B2 3|

Policies on improving employees’ knowledge and skills for
discharging duties at work. Description of training activities.
ﬁ%@gﬂﬁé\ﬁﬁlf’ﬁ%ﬁﬁE’U%ﬂ%‘%ﬁ%&&ﬁ%ﬁ’ﬂﬂ(% o fult 1%
SIEE

5.3

B4

Labour Standard £ T %8|
Policies and Compliance with laws and regulations on
preventing child and forced labour.

A RARy 12 T asa bl 85 THYBR M8 st ARRDER MR DI -
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B5

Supply Chain Management £ f& 88 & 1%

Policies on managing environmental and social risks of the
supply chain.

FHEREHERENRE I SRARAOBEE -

4.2
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Aspects
EIES

Section
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Remarks

it

B6

Product Responsibility Z f & T

Policies and compliance with relevant laws and regulations
on health and safety, advertising, labelling and privacy
matters relating to products and services provided and
methods of redress.

BRAFMRHERNRBNERERZS BS  BRELILE
FHARFERITEN R LA KB T AERRER K AR B -

4.1

B7

Anti-corruption R &35

Policies and compliance with relevant laws and regulations
relating to bribery, extortion, fraud and money laundering.
BN IEERRE - B1R - BEF AR EHNBER LB TERE
BRI -

4.3

B8

Community Investment B &R &

Policies on community engagement to understand the
needs of the communities where the issuer operates and to
ensure its activities take into consideration the communities’
interests.

B RBER T BEITAEERELRFZEMBRE
XBEBEEEMEFZEHBEER o
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Corporate Governance Report
The Board is pleased to present the corporate governance report of
the Company for the year ended 31 December 2017.

Corporate Governance Practices

The Company fully recognizes the importance of corporate
transparency and accountability. The Company is committed to
achieving a high standard of corporate governance and leading the
Group to attain better results and improve its corporate image with
effective corporate governance procedures.

The Company has adopted the Corporate Governance Code set out
in Appendix 14 to the Listing Rules (the “Corporate Governance
Code") as its own code of corporate governance.

The Directors of the Company, having made all reasonable enquiries,
confirm that to the best of their knowledge, the Company has
complied with the code provisions of the Corporate Governance Code
for the year ended 31 December 2017, except the following
deviation:

For the period from 1 January 2017 to 31 May 2017, Mr. Lau Luen
Hung, Thomas and Mr. Wong Man Hoi, former non-executive
Directors, and Mr. Lam Siu Lun, Simon, Mr. Robert Charles Nicholson
and Mr. Wong Kun Kau, former independent non-executive Directors
(“Former Directors”), were not appointed for a specific term as
required under code provision A.4.1 of the Corporate Governance
Code, but were subject to retirement by rotation at least once every
three years in accordance with the Company’s articles of association.
The Company considers that such requirement was sufficient to meet
the same objective as a specific term of appointment under the
Corporate Governance Code.

Following the resignation of the Former Directors with effective from
31 May 2017, the Company has complied with code provision A.4.1
of the Corporate Governance Code.

Compliance with the Model Code for Securities Transactions
by Directors

The Company has adopted the Model Code as its own internal code
of conduct regarding securities transactions by the Directors. After
specific enquiries by the Company, all Directors confirmed that they
have complied with the required standards of dealing as set out in the
Model Code for the year ended 31 December 2017.

To comply with the code provision A.6.4 of the Corporate Governance
Code, the Company has also established and adopted a code of
conduct regarding its employees’ securities transactions, on terms no
less exacting than the standards set out in the Model Code, for
compliance by its relevant employees who are likely to be in
possession of inside information in relation to the Company or its
securities because of their offices or employments.

The Company was not aware of any incident of non-compliance with
the Model Code by the Directors and the relevant employees
throughout the year ended 31 December 2017.
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Corporate Governance Report (continued)
PEREBRE (8)

Board of Directors

Board composition

The Board currently comprises two executive Directors, two non-
executive Directors and three independent non-executive Directors.
The composition of the Board is set out as follows:

Executive Directors
Mr. Lin Rongbin (Chairman)’
Ms. Cheng Xuan (Chief Executive Officer)'

Non-executive Directors
Mr. Xiao Zhong
Mr. Xu Jianwen

Independent Non-executive Directors
Mr. Pan Dexiang

Mr. Yuan Chun

Mr. Zhong Bin

Notes:
1. Mr. Lin Rongbin is the spouse of Ms. Cheng Xuan.

2. Ms. Chan Siu Chun, Candy and Mr. Lau Kam Sen have resigned as executive
Directors, Mr. Lau Luen Hung, Thomas and Mr. Wong Man Hoi have
resigned as non-executive Directors, and Mr. Lam Siu Lun, Simon, Mr. Robert
Charles Nicholson and Mr. Wong Kun Kau have resigned as independent
non-executive Directors with effect from 31 May 2017.

The biographical details of the Directors are set out in the section
headed "Profile of Directors and Senior Management” of this annual
report.

Save as disclosed above, none of the Directors has any relationship
(including financial, business, family or other material/relevant
relationship) with any other Directors.

Throughout the year ended 31 December 2017, the Board has at all
times met the requirements of Rules 3.10(1), 3.10(2) and 3.10A of
the Listing Rules relating to the appointment of at least three
independent non-executive Directors with at least one independent
non-executive Director possessing appropriate professional
qualifications or accounting or related financial management
expertise, and independent non-executive Directors representing at
least one-third of the Board of the Directors.
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Corporate Governance Report (continued)
rEERWME (B)

Board Meetings, Board Committees Meetings and Annual
General Meeting

The Board meets regularly to discuss and formulate the operation and
financial performance of the Group as well as its overall strategies.
Directors may participate either in person or through electronic means
of communications.

The Board should meet regularly and Board meetings should be held
at least four times a year. At least 14 days’ notice of all regular Board
meetings is given to the Directors who are given the opportunity to
include other matters in the agenda of meetings.

For the year ended 31 December 2017, the Board held 9 meetings.
The attendance records of the individual Directors at the Board, Audit

Committee, Nomination Committee, Remuneration Committee and
annual general meeting for the year ended 31 December 2017 are set

out as follows:

/“K
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B ARGIEREBRE BEFEURIANET
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No. of Meetings Attended/Held

HE/BTEERE
Audit Remuneration Nomination Annual
Board Committee  Committee Committee General
Meetings ~ Meetings Meetings ~ Meetings Meeting
E% 40 RE RE
Name of Directors EZEE EZeey ZESeed ZE9eH ZEg8E 2 BFAe
Executive Directors HITES
Mr. Lin Rongbin (Chairman)' WRBLE(ZR) 6/6 - - - -
Ms. Cheng Xuan (Chief Executive Officer)! 723+ (17542 5/6 = 1 = =
Ms. Chan Siu Chun, Candy? BB /M2 3/4 - - - 11
Mr. Lau Kam Sen? oREE? 3/4 1
Non-executive Directors FHTES
Mr. Xiao Zhong' HREE! 6/6 S S = =
Mr. Xu Jianwen’ FRIEE! 3/6 - - - -
Mr. Lau Luen Hung, Thomas? Eld 3/4 = = 1 1N
Mr. Wong Man Hoi? TR AE? 3/4 - - 17 17
Independent Non-executive Directors BYFHTESE
Mr. Pan Dexiang' BEEEE 4/6 17 17n - -
Mr. Yuan Chun' RELE 46 1 - - -
Mr. Zhong Bin' B xE 26 0 0 = =
Mr. Lam Siu Lun, Simon? MRBESE 2 3/4 171 - 171 171
Mr. Robert Charles Nicholson? Robert Charles Nicholson % 4 2 2/4 0/1 - 0/1 n
Mr. Wong Kun Kau? BB A 24 17N - 17n 17n
Notes: MoaE -
1. Appointed with effect from 11 May 2017. 1. BE-T—t+tF5RA+—HEEZE-
2. Resigned with effect from 31 May 2017. 2. BT —t+tFRA=1+—HBE-
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Corporate Governance Report (continued)
rEERWME (B)

Appointment, Re-election and Removal of Directors

Each of the executive Directors has entered into a service agreement
with the Company on 2 June 2017 for a term of three years
commencing from 11 May 2017. Each of the service agreements may
be terminated by not less than one month’s notice in writing served
by either party on the other.

Each of the non-executive Directors and independent non-executive
Directors was appointed to the Board pursuant to the respective
letters of appointment dated 2 June 2017 for a term of three years
commencing from 11 May 2017. Each of the letters of appointment
may be terminated by not less than three months’ notice in writing
served by either party on the other.

The procedures and process of appointment, re-election and removal
of Directors are governed by the articles of association. The Board,
with the recommendation of the Nomination Committee, is
responsible for reviewing the Board composition, developing and
formulating the relevant procedures for nomination and appointment
of Directors, monitoring the appointment of Directors and assessing
the independence of independent non-executive Directors.

The articles of association provides that any Director appointed by the
Board to fill a casual vacancy shall hold office only until the first
general meeting of the Company after his/her appointment and be
subject to re-election at such meeting, or as an addition to the
existing Board shall hold office only until the following annual general
meeting of the Company and shall then be eligible for re-election at
such meeting.

In accordance with the articles of association, at each annual general
meeting of the Company, one-third of the Directors for the time
being or, if the number is not 3 or a multiple of 3, then the number
nearest to but not less than one-third, shall retire from office by
rotation provided that every Director shall be subject to retirement by
rotation at least once every three years and, being eligible, offer
themselves for re-election.

The shareholders may, at any general meetings convened and held in
accordance with the articles of association, remove a Director by
ordinary resolution at any time before the expiration of his/her term
of office notwithstanding anything to the contrary in the Company’s
articles of association or in any agreement between the Company and
such Director, but without prejudice to any claim for damages under
any such agreement. A vacancy on the Board created by the removal
of a Director may be filled by the election or appointment by ordinary
resolution of the shareholders at the meeting at which such Director
is removed.
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Corporate Governance Report (continued)
EERME (B)

Directors’ Responsibilities for Financial
Statements

The Directors acknowledge their responsibilities for preparing the
financial statements of the Group in accordance with statutory
requirements and applicable accounting standards. The Directors also
acknowledge their responsibilities to ensure that the financial
statements of the Group are published in a timely manner.

The Directors are not aware of any material uncertainties relating to
events or conditions which may cast significant doubt upon the
Company'’s ability to continue as a going concern. Accordingly, the
Directors have prepared the financial statements of the Company on
a going concern basis.

The reporting responsibilities of the Company’s external auditor on
the financial statements of the Group are set out in the section
headed “Independent Auditor’s Report” of this annual report.

Responsibilities of and Delegation by the Board
The Board is responsible for the overall leadership of the Group,
overseeing the Group's strategic decisions and monitoring business
and performance.

The management, consisting of executive Directors, along with other
senior executives, is delegated with responsibilities for implementing
the strategies and directions as adopted by the Board from time to
time, and conducting the day-to-day operations of the Group.
Executive Directors and senior executives meet regularly to review the
performance of the businesses of the Group as a whole, coordinate
overall resources and make financial and operational decisions. The
Board also gives clear directions as to their powers of management
including circumstances where management should report back, and
reviews the delegation arrangements on a periodic basis to ensure
that they remain appropriate to the needs of the Group. A
memorandum on respective functions of the Board and management
of the Company has been established in writing.

All Directors shall ensure that they carry out duties in good faith, in
compliance with applicable laws and regulations, and in the interests
of the Company and its shareholders at all times.

Independent Non-executive Directors

Mr. Pan Dexiang, Mr. Yuan Chun and Mr. Zhong Bin, being
independent non-executive Directors, have made confirmations of
independence pursuant to Rule 3.13 of the Listing Rules. The
Company is of the view that Mr. Pan Dexiang, Mr. Yuan Chun and
Mr. Zhong Bin meet the independence guidelines set out in Rule 3.13
of the Listing Rules and are independent to the Company in
accordance with the terms of such guidelines.
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Corporate Governance Report (continued)
rEERWME (B)

Continuous Professional Development

All Directors are encouraged to participate in continuous professional
development to develop and refresh their knowledge and skills. The
Company has arranged trainings for Directors in the form of provision
of training materials and consultation. All Directors have provided
their training records to the Company.

For the year ended 31 December 2017, all Directors, including Mr. Lin
Rongbin, Ms. Cheng Xuan, Mr. Xiao Zhong, Mr. Xu Jianwen, Mr. Pan
Dexiang, Mr. Yuan Chun and Mr. Zhong Bin, have been given relevant
guideline materials regarding the duties and responsibilities of being a
Director, the relevant laws and regulations applicable to the Directors,
duty of disclosure of interest and business of the Group.

Chairman and Chief Executive Officer

The positions of the chairman (“Chairman”) and the chief executive
officer (“Chief Executive Officer”) of the Company are held separately.
The role of Chairman is held by Mr. Lin Rongbin, and the role of Chief
Executive Officer is held by Ms. Cheng Xuan. The Chairman provides
leadership and governance for the Board so as to create the
conditions for the effective performance of the Board as a whole and
effective contribution by individual Director and to ensure that the
Board performs its responsibilities and all key and appropriate issues
are discussed by the Board in a timely manner. The Chief Executive
Officer has the delegated power to manage the Company and to
oversee the activities of the Company on a day-to-day basis.

The division of responsibilities between the Chairman and the Chief
Executive Officer is defined and established in writing.

Corporate Governance Function

The Board recognizes that corporate governance should be the
collective responsibility of Directors and their corporate governance
duties include:

(i) to develop and review the Company’s policies and practices on
corporate governance and make recommendations to the
Board;

(i) to review and monitor the training and continuous professional
development of Directors and senior management;

(iii)  to review and monitor the Company’s policies and practices on
compliance with legal and regulatory requirements;

(iv) to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to employees and
Directors; and

(v)  to review the Company’s compliance with the code provisions
of the Corporate Governance Code and disclosure in the
corporate governance report under the Listing Rules.

The Board has reviewed the Company’s policies and practices on
corporate governance and this corporate governance report.
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Corporate Governance Report (continued)
rEERWME (B)

Board Committees

The Board has established three committees, including the Audit
Committee, the Remuneration Committee and the Nomination
Committee, and has delegated various responsibilities to the
committees. All the Board committees perform their distinct roles in
accordance with their respective terms of reference which are
available on the websites of the Company and the Stock Exchange.
The Board committees are provided with sufficient resources to
discharge their duties and, upon reasonable request, are able to seek
independent professional advice in appropriate circumstances, at the
Company’s expense.

Audit Committee

The Company has established the Audit Committee with written
terms of reference in compliance with Rule 3.21 of the Listing Rules
and paragraph C.3 of the Corporate Governance Code. The primary
duties of the Audit Committee are, but not limited to, to assist the
Board in providing an independent view of the effectiveness of the
financial reporting process, the internal controls and risk management
system of the Group, to oversee the audit process and to perform
other duties and responsibilities as assigned by the Board.

The Audit Committee currently comprises three members, namely Mr.
Yuan Chun, Mr. Pan Dexiang and Mr. Zhong Bin, the independent
non-executive Directors. Mr. Yuan Chun is the chairman of the Audit
Committee.

For the year ended 31 December 2017, the Audit Committee held 2
meetings. It had reviewed and discussed the interim and annual
financial statements, the interim and annual results announcements
and reports, the accounting principles and practices adopted by the
Group and the effectiveness of the internal controls of the Group and
made recommendations to the Board regarding the re-appointment
of auditor.

Remuneration Committee

The Company has established the Remuneration Committee with
written terms of reference in compliance with paragraph B.1 of the
Corporate Governance Code. The primary duties of the Remuneration
Committee are, but not limited to, to evaluate and make
recommendations to the Board regarding the remuneration packages
and compensation of the executive Directors and senior management.
In addition, the Remuneration Committee conducts reviews of the
performance, and determines the remuneration structure of the
senior management of the Company.

The Remuneration Committee currently comprises three members,
namely Mr. Pan Dexiang and Mr. Zhong Bin, the independent non-
executive Directors, and Ms. Cheng Xuan, the executive Director. Mr.
Pan Dexiang is the chairman of the Remuneration Committee.

For the year ended 31 December 2017, the Remuneration Committee
held 1 meeting. It had reviewed the Company’s remuneration policies
and structure and the remuneration package for Directors and senior
management.
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Corporate Governance Report (continued)
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Nomination Committee

The Company has established the Nomination Committee with
written terms of reference in compliance with paragraph A.5 of the
Corporate Governance Code. The primary duties of the Nomination
Committee are, but not limited to, to formulate nomination policies
for consideration of the Board, implement the nomination policies laid
down by the Board, and make recommendations to the Board to fill
vacancies on the same.

The Nomination Committee currently comprises three members,
namely Mr. Lin Rongbin, the Chairman and executive Director, and
Mr. Pan Dexiang and Mr. Zhong Bin, the independent non-executive
Directors. Mr. Lin Rongbin is the chairman of the Nomination
Committee.

For the year ended 31 December 2017, the Nomination Committee
held 1 meeting. It had reviewed the appointment and re-appointment
of Directors, the structure, size and composition of the Board, the
Board Diversity Policy, and the retirement and rotation plan of the
Directors and assessed the independence of each independent non-
executive Director.

Board Diversity

With a view to enhancing the Board effectiveness and corporate
governance, the Board should include a balanced composition of
executive and non-executive Directors (including independent non-
executive Directors) so that there is a strong independent element on
the Board, which can effectively exercise independent judgment.

The Company has adopted the Board Diversity Policy with measurable
objectives. The Nomination Committee evaluates the balance and
blend of skills, experience and diversity of perspectives of the Board.
Selection of candidates is based on a range of diversity perspectives,
including but not limited to gender, age, cultural and educational
background, ethnicity, professional experience, skills, knowledge,
length of services and other qualities essential to the Company’s
business, and merit and contribution that the selected candidates will
bring to the Board. The Nomination Committee and the Board will
review such measurable objectives from time to time to ensure their
appropriateness and ascertain the progress made towards achieving
those objectives.

60

Sansheng Holdings (Group) Co. Ltd. / Annual Report 2017

REEES

ARREKILIRBREZE SR - WIREDEERT
AIFASERGIFTEEBESRE - RRZE8EW
TERAER(BETRY) RERABRRARES
LR BREESSHTORARRLFIERS
ExexRrnESSREER -

REZESHEFH =K EAN - BIX/EHRH
TEEMEBERLRBYIFRTEREREL
EREWEE - MRBERERRERZE S
FE o

BE_ZT—tHFT_A=1+—HLEE &%
ZEERT-REH  HOERESENZRE
BEHZE BEFSNRE RELEKR EF
LT EBRURESNHBERTAELHZ
B IFNITERHBIMEETTRHE

ESESTIL
ARABERNURREEEART  BFG
FERBITEENTES (BEBULIFITE
E)MBEES  FEEREEBIMATER
BIEBUAHIETRES -

ARBCHRMESEZTCBRRIL B E A E
AR -REZEGFHESTEREAREE &
BELBHZTCNTERES - EBEREA
B fE T BN E - RETRREEE
Bl Fi - XMERHBBEER Bk HEK
B BeBE - AR BRI IR B AR R RSB
DENEMEE  UERBEARLREEGTER
MEZNER - REZESREZTSHTHRE
MNZEAFERE  URREES M RETEE
HzE R IEESHEE



Corporate Governance Report (continued)

tERERHRE (B)

Remuneration of the Members of the Senior Management by
Band

Details of the remuneration of the Directors are set out in Note 9 to
the audited consolidated financial statements. Save as disclosed
therein, there is 1 individual of senior management. Pursuant to
paragraph B.1.5 of the Corporate Governance Code, their
remuneration by band for the year ended 31 December 2017 is set
out below:

BREMAR B D 2 SREEE XS HMH

EEFWABENRERSE M B RRME
9 FRERMAEESIN j:ﬁ1 BARREEE

AB - REBELEEATAEBISE  #HZ
T+ — A=+ —B I EEREARE
D2 EHMEFNINT

Number of
individuals
Remuneration bands Eza ] AE
HK$500,001 to HK$1,000,000 500,001 & T2 1,000,000 7T 1

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

External Auditor’'s Remuneration

For the year ended 31 December 2017, the remunerations paid or
payable to the external auditor in respect of audit and non-audit
services provided to the Group are set out as below:

1,000,001 872 % 1,500,000 % 7T -
1,500,001 % 7. E 2,000,000 # 7T -

I IS 1% B i BN &

BE T tF+ - A=+—ALFE HA
RE B GERE RIS RIEB R D e
SNB AT 2 S WIIMT -

Fees payable or paid

ERfRESAHNER
2017 2016
—E—+F —E—RF
HK$'000 HK$'000
FHBx FHETT
Services rendered for the Group m A& B R A A AR A
Audit services Fat R 1,080 509
Non-audit services FEEEET RS 1,284 300
Total Fees FEE= =5 2,364 809
The Audit Committee was satisfied that the non-audit services B/ZEES(ZH - :%*{EE’J?E%HHE?}X
including KPMG acted as a reporting accountant for the notifiable EREE S ESAIEEARTETRHR

transactions of the Company and Deloitte Touche Tohmatsu
performed review on the interim financial information in 2017 did not
affect the independence of the auditor.

SH RS ETAN N ARE « R @ 5tAITT
Hh P BEN 2 EHY B EZHENNIEL
Mo
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Corporate Governance Report (continued)
rEERWME (B)

Internal Controls and Risk Management

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 controls 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. Such systems are
designed to manage rather than eliminate risks of failure to achieve
business objectives, and can only provide reasonable but not absolute
assurance against material misstatement or loss. A defined
management structure with specified limits of authority and
responsibilities is developed for safeguarding assets against
unauthorized use or disposition, maintaining proper accounting
records for the provision of reliable financial information for internal
use or for publications, and complying with applicable laws, rules and
regulations.

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.

The Audit Committee, together with the Board, have performed an
annual review for the resources, staff qualification and experience,
training program and budget of the Group’s accounting, risk
management, internal audit and financial reporting functions, and
considered them to be adequate.

The Group also regulates the handling and dissemination of inside
information to ensure that inside information remains confidential
until the disclosure of such information is approved, and its
dissemination effectively made. The Company understands its duties
under the Listing Rules and the Securities and Futures Ordinance
("SFO™), and adheres to the important principle of timely publication
of the inside information.

The Company has established an inside information handling team to
identify, evaluate and report to the Board about any potential inside
information. The Company is required to disclose inside information
as soon as reasonably practicable in accordance with the SFO and the
Listing Rules. The Company strictly complies with the “Guidelines on
Disclosure of Inside Information” issued by the Securities and Futures
Commission when handling and disseminating of inside information.
The Company also strict prohibits on the unauthorized use of
confidential or inside information. The Board will determine further
escalation and appropriate handling the dissemination of inside
information.
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Corporate Governance Report (continued)
TPEREBRE (8)

The Group has established an organizational structure with defined
levels of responsibility and reporting procedures. Monthly
management accounts are available for review by the senior
management and the Board (in a concise format of a monthly report)
for monitoring the Company's financial and operating results. The
management, supported by the operations units and the internal
audit team, are responsible for formulating, implementing and
monitoring sound risk management and internal controls systems,
and reporting to the Board and the Audit Committee on the result of
risk assessment, as well as the assessment of the effectiveness of risk
management and internal controls systems.

The internal audit team has been supporting the Group’s internal
audit function. The internal audit team has conducted a review on the
effectiveness of the major aspects of the Group’s internal control
system for the year ended 31 December 2017. Such review covered
material controls, including financial, operational and compliance
controls and it did not reveal any significant defects. The internal audit
team has reported its major findings and areas for improvement to
the Board. Relevant recommendations made by the internal audit
team have been properly followed up by the Group to further
enhance its internal controls policies, procedures and practices.

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 auditor, 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.

For the year ended 31 December 2017, the Board has conducted a
review on the effectiveness of the risk management and internal
controls systems of the Group, and considered the design and
operation of the risk management and internal controls system to be
effective and adequate in all material aspects.

Company Secretary

As at the date of this annual report, the company secretary of the
Company is Mr. Young Ho Kee, Bernard (“Mr. Young”). Mr. Young
was appointed in replacement of Mr. Poon Fuk Chuen (“Mr. Poon”)
as a company secretary of the Company on 31 May 2017. Mr. Young
is an assistant vice president of SW Corporate Services Group Limited
and his primary corporate contact person at the Company is Mr. Xiao
Zhong, one of the Directors.

Mr. Young has taken no less than 15 hours of the relevant
professional training on review of the Listing Rules and other
compliance requirements during the year ended 31 December 2017.
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Shareholders’ Rights

The Company encourages its shareholders to attend the general
meetings of the Company. Directors, chairman of each of the Audit
Committee, Remuneration Committee and Nomination Committee (or
a delegated member of the Committee), chairman of the independent
board committee (if any) and management will attend the annual
general meeting to answer queries about the Group’s business.

The Procedures for Shareholders to Convene an
Extraordinary General Meeting and for Putting

Forward Proposals at General Meeting

Pursuant to Article 58 of the articles of association, 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 months after the deposit of such requisition. If within twenty-one
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 Room 3207, The Gateway Tower 6, Tsim Sha Tsui,
Kowloon, Hong Kong.

There are no provisions in the articles of association or the Cayman
Islands Companies Law for shareholders to move new resolutions at
general meetings. Shareholders who wish to move a resolution may
request the Company to convene a general meeting in accordance
with the above procedures for shareholders to convene an
extraordinary general meeting.

The Procedures for a Shareholder to Propose a

Person for Election as a Director

Pursuant to Article 85 of the articles of association, no person other
than a Director retiring at the meeting shall, unless recommended by
the Board for election, be eligible for election as a Director at any
general meeting unless a notice signed by a member (other than the
person to be proposed) duly qualified to attend and vote at the
meeting for which such notice is given of his intention to propose
such person for election and also a notice signed by the person to be
proposed of his willingness to be elected shall have been lodged at
the head office at Room 3207, The Gateway Tower 6, Tsim Sha Tsui,
Kowloon, Hong Kong or at the Share Registrar at Shops 1712-1716,
17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong
Kong within the seven-day period commencing the day after the
despatch of the notice of the meeting for such election (or such other
period, being a period of not less than seven days, commencing no
earlier than the day after the despatch of the notice of such meeting
and ending no later than seven days prior to the date of such
meeting, as may be determined by the Directors from time to time).
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Corporate Governance Report (continued)
EERME (B)

Investors’ Relations and Communication with
Shareholders

The Company holds general meetings which offer a valuable forum
for dialogue and interaction with the management. Shareholders are
encouraged to participate in general meetings or to appoint proxies
to attend and vote at general meetings for and on their behalf if they
are unable to attend the general meetings in person. Shareholders
may also put forward their enquiries at the general meetings of the
Company. The Board members, chairmen or members of respective
Board committees, external auditor of the Company and such other
person as the Board deems appropriate shall attend the general
meetings of the Company to respond to questions addressed to the
Company.

Shareholders, investors and members of the public may send their
enquiries about their shareholdings to the Hong Kong Share Registrar
and Transfer Office of the Company. The contact details for the Hong
Kong Share Registrar and Transfer Office are as follows:

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

Wanchai, Hong Kong

Telephone: (852) 2862 8555

Fax: (852) 2865 0990

Email: hkinfo@computershare.com.hk
Website:www.computershare.com

Shareholders may at any time send their enquiries to the Board in
writing. The contact details are as follows:

Sansheng Holdings (Group) Co. Ltd.
Room 3207

The Gateway Tower 6

Tsim Sha Tsui

Kowloon, Hong Kong

Fax: (852) 3580 6003
Email: ir@sansheng.hk

Constitutional Documents
For the year ended 31 December 2017, there has been no change in
the Company'’s constitutional documents.
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Profiles of Directors and Senior Management

ESREREHEERG Y

Executive Directors

Mr. Lin Rongbin (#% % &) (alias Lin Rongxin), aged 49, is the
chairman of the Board, an executive Director and the chairman of the
nomination committee of the Company.

Mr. Lin currently holds the following positions in the following
companies: chairman and president of Sansheng Group Company
Limited* (= B% % B & [R 2 7)), general manager of Fuzhou Sanwei
Rubber & Plastic Chemical Co., Ltd* (t8 M = &R 2L TH R A 7)),
chairman of Quanzhou Dongbai Real Estate Development Company
Limited* (R M 2 B [ #b ZE 7 2 & R 2 7)), chairman and general
manager of Fuzhou Oriental Sunrise Golf Real Estate Development
Co, ld* (BINKFMASBRXFHERZEAHR A A]), chairman
and general manager of Fujian Wuhe Construction Development
Company Limited* (@82 AMERERE BR A7), and chairman of
Fujian Bourne Property Management Co., Ltd.* ({82 AR W EE R
B 19 & B A A)). He is also the chairman and general manager of
Fujian Sansheng Real Estate Development Co., Ltd.* ({82 =B R it
E 7 % A R 2 Al) and executive director and general manager of
Fuzhou Sansheng Investment Co. Ltd.* ({8 =8I E B R A R]), in
which he is responsible for the overall strategic planning and business
operations of the companies, including land acquisition, financial
management and business development. Mr. Lin is also the director
of Mega Regal Limited.

Mr. Lin has extensive experience in the real estate industry in the PRC.
He completed advanced business administration course in real estate
(BEBAEMES A TEEIRMIELRTR) from Tsinghua University
in 2005, and was awarded the title of senior economist in 2006.

Mr. Lin is also a member of the 12th Fujian Province Committee of
the Chinese People’s Political Consultative Conference, the vice
president of Fourth Board of Directors of China Real Estate Chamber
of Commerce* (2HtFEHEREEMNEIEZEE), the vice president of
Fujian Federation of Industry and Commerce (General Chamber of
Commerce)* (fR2& TR XM & € (7 F)), a member of Fifth
Board of Directors of China Society for Promotion of Guangcai
Program* (F BN B RESERIFIEEE), the honorary vice
president of Fourth Board of Directors of Fujian Society for Promotion
of the Guangcai Program* (fBRE XX FXREGENERES),
the president of Third Board of Director of Fuzhou City Quanzhou
Chamber of Commerce* (BM M RN & % = 812 F 8), the
chairman of China Fujian real estate alliance* (3 B9 R 75 i EE Bt B2 ),
the vice chairman of Fujianese Entrepreneurs Culture Development
Foundation* (fR &4 B Xt BB E £ €) and Honorary President
of Second Board of Fujian Province Chamber of Commerce for
Privately Owned Enterprise* (B _fEBRARETEFNTLESR).

Mr. Lin is also a director of all the non-PRC subsidiaries of the
Company, and a director of Fuzhou Shangsheng Investment Co. Ltd*
(BN BRI EABR R F]), Fuzhou Shouyao Investment Co. Ltd* (&
INERIEEBBR A F]), Fujian Shengxuan Investment Co. Ltd* (182
B 5 % & A BB A 7l), Zhanggiu Zhengda Tianyuan Development
Limited* (¥ £ IE K X JR & % B BR 2 7)) and Pingtan Yanggung
Guohang Land Limited* (2[5 Y B i & #15 BR 2 7]), which are
PRC subsidiaries of the Company.

Mr. Lin is the spouse of Ms. Cheng Xuan, an executive Director and
the chief executive officer of the Company.
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Profiles of Directors and Senior Management (continued)

EENSREEBEN (F)

Ms. Cheng Xuan (f2%i), aged 49, is an executive Director and the
chief executive officer, and a member of the remuneration committee
of the Company.

Ms. Cheng held the position of deputy general manager at Fuzhou
Oriental Sunrise Golf Real Estate Development Co., Ltd.* (& 578
Be@BAEERZE AR A F) from 2003 to 2006. She is currently a
vice president of Sansheng Group Company Limited* (= EBEER A
A]), the supervisor of Fujian Sansheng Real Estate Development Co.,
Ltd.* (B2 =mREMEMEFR AR, a director of Fujian Bourne
Property Management Co., Ltd.* (182 {HEWEEERHBBRAF])
and a supervisor of Fuzhou Sansheng Investment Co. Ltd.* ({8 =5%
# & A BR A A)). She has been principally involved in domestic and
foreign real estate development of such companies, and other aspects
which mainly include branding strategic planning, marketing
management and cost management. Ms. Cheng has extensive
management and operation experience in the PRC real estate
industry. She obtained certificates of completion of Executive
Management program in Business Administration of Real Estate (b
EHESHIE T M) in August 2006 and Doctor of Business
Administration program (LEE BIE %0 REZHEIE) in February
2008 from HKU SPACE & Fudan University, Shanghai and Advanced
Modern Economics Management Course (33487 S 1 = AR TS HE)
from Tsinghua University in July 2006. Ms. Cheng was awarded the
title of senior economist in 2007.

Ms. Cheng is a member of Thirteenth Standing Committee of the
People’s Congress of the Fujian Province* (f8i2& E+ =@ ARXKK),
the vice president of China Association of Women Entrepreneurs* (1
Z ¥ K% E) and the president of Eighth Board of Director of
Fujian Provincial Woman Enterprisers Association* ({224 T ¥R
Bt iE & % )\ JE I = 2). She was the president of the Chamber of
Commerce of Fuzhou City’'s Women Entrepreneurs* (g1 i 2 1> 2
KEE)in June 2012,

Ms. Cheng is also a director of all the subsidiaries of the Company,
legal representative of the PRC subsidiaries of the Company, and the
company secretary of Fu Sheng Services Limited (formerly known as
Lifestyle Properties Services Limited), a wholly-owned subsidiary of the
Company.

Ms. Cheng is the spouse of Mr. Lin Rongbin, the chairman of the
Board and executive Director of the Company.
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Profiles of Directors and Senior Management (continued)

EFERSREEBEN (F)

Non-executive Directors
Mr. Xiao Zhong (E ), aged 51, is a non-executive Director of the
Company.

Mr. Xiao has been appointed as deputy general manager of Fujian
Sansheng Real Estate Development Co., Ltd.* (&3 = &% = i E 5 5
B B 22 7)) since May 2007 and is currently a vice president of
Sansheng Group Company Limited* (Z B & B H R 2 A)), in which
he is principally involved in the management of its investment and risk
control. Mr. Xiao has extensive experience in real estate investments
and merger and acquisition projects. Prior to joining the said
company, Mr. Xiao was a practicing solicitor in the PRC.

Mr. Xiao obtained a Bachelor’s Degree in Engineering in July 1987
and a Master’s Degree in Engineering in January 1990 from Donghua
University (formerly known as China Textile University). He also
obtained the Postgraduate Diploma in Corporate Finance and
Investment Management from the University of Hong Kong in April
2014.

Mr. Xu Jianwen (5F 8 ), aged 37, is a non-executive Director of
the Company.

Mr. Xu is currently the chief compliance and risk officer of Dongxing
Securities (Hong Kong) Financial Holdings Limited. Mr. Xu obtained a
Bachelor’s Degree in Laws from the Sun Yat-Sen University in June
2005, and a Master’s Degree of Common Law from the University of
Hong Kong in November 2007. He has extensive working experience
in the financial industry. He worked in several financial institutions,
including China Merchants Securities (HK) Co., Limited, China
Securities (International) Finance Holding Company Limited and
Southwest Securities (HK) Financial Management Limited, at which he
is principally involved in the management in the aspects of legal,
compliance and risk control.

Mr. Xu was awarded with the Legal Professional Qualification
Certificate in the PRC in February 2009.
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Profiles of Directors and Senior Management (continued)

EENSREEBEN (F)

Independent non-executive Directors

Mr. Pan Dexiang (& f& %), aged 63, is an independent non-
executive Director, the chairman of the remuneration committee and
a member of the audit committee and the nomination committee of
the Company.

Mr. Pan obtained a Bachelor's Degree in economics from Xiamen
University in January 1982. From February 1982 to June 1999, he
worked initially as an officer and served several positions including the
deputy head of the planning department, the deputy president of the
Xiamen City branch, with the last position as the deputy president, at
the Fujian Branch of Agricultural Bank of China. From March 2000 to
May 2010, he acted as the president at the Fuzhou branch of China
Merchants Bank. He then acted as the chairman of the small
enterprise credit center of China Merchants Bank in May 2010.

Mr. Yuan Chun (X &), aged 48, is an independent non-executive
Director, the chairman of the audit committee and a member of the
nomination committee of the Company.

Mr. Yuan has extensive experience in equity investment, corporate
finance and investment banking. He is currently a Partner of
Greenwoods Private Equity Funds. He was an executive director and
the chief executive officer of China Development Bank International
Investment Limited (listed on the Stock Exchange, stock code: 1062).
Mr. Yuan joined China Development Bank International Holdings
Limited (""CDBIH"") in April 2013. Prior to CDBIH, Mr. Yuan held
various senior positions in several financial institutions. From August
2004 to July 2008, he worked as a director of the China marketing,
global banking and markets department at HSBC Markets (Asia)
Limited. From July 2008 to August 2011, he worked as the managing
director, head of asset sales in China of the financial markets division
at ING Bank N.V. From September 2011 to March 2013, he worked
as the managing director at Reorient Global Limited, a wholly-owned
subsidiary of Reorient Group Limited (now known as Yunfeng
Financial Group Limited, Stock Exchange stock code: 376).

Mr. Yuan obtained a Bachelor’s Degree in economics from Peking
University in July 1992 and a Master’s Degree in international finance
from Graduate School of the People’s Bank of China* (FREI A RER1T
#8177 % B AT 9% FT) in February 1995. He also obtained a Master of
Business Administration from INSEAD in December 2001.
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EFERSREEBEN (F)

Mr. Zhong Bin (8 #), aged 46, is an independent non-executive
Director, the audit committee and the remuneration committee of the
Company.

Mr. Zhong graduated from Sichuan University in July 1993. He has
been the independent non-executive director of Modern Land (China)
Co., Limited (Stock Exchange stock code: 1107) since January 2017.
Prior to August 2017, Mr. Zhong had been the secretary general of
China Real Estate Chamber of Commerce (“CRECC") (2B R ER
e, formerly known as 2B T EHERE ) as well as the joint
secretary general of the financial working committee of CRECC. Mr.
Zhong participated in a series of real estate projects led by CRECC and
accumulated extensive practical experience in that field. The said real
estate projects included the establishment of green real estate fund,
tourism industry fund and senior care community fund. Mr. Zhong
also participated in the initial preparation of the Elite International
Investment Fund. He was also invited to give lectures at different
universities in the PRC including but not limited to School of
Management of Xiamen University, Guanghua School of Management
of the Peking University and Zhejiang University.

Senior Management

Ms. Cheng Xuan (#23%i) is our executive Director and chief executive
officer. For Ms. Cheng’s biography, please see “Executive Directors”
above.
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Directors’ Report
EFEERE

The Board presents their report and the audited consolidated financial
statements of the Group for the year ended 31 December 2017.

Principal Activities

The Company acts as an investment holding company and its
subsidiaries are principally engaged in property development and
property investment. Particulars of the Company’'s significant
subsidiaries are set out in note 15 to the financial statements.

Operating Results

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 95 of this annual report.

Financial Summary

The financial summary of the Group from 2013 to 2017 is set out in
the section headed “Five-Year Group Financial Summary” on page
171 of this annual report.

Business Review

A review of the business of the Group for the year and a discussion
on the Group’s future business development, the principal risks and
uncertainties facing the Group and significant events of the Group
subsequent to the financial year under review are provided in the
“Management Discussion and Analysis” on pages 15 to 28. 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 171.

Discussions on the Group’s environmental policies and performance,
relationships with key stakeholders, and compliance with the relevant
laws and regulations are set out in the “Environmental, Social and
Governance Report” on pages 29 to 52 of this annual report.

Significant Events

The Offer

The Company was a subsidiary of Lifestyle International, a company
with its shares listed on the Stock Exchange. On 13 April 2017,
Lifestyle International (the “Vendor”), the Company’s precedent
immediate holding company, and Mega Regal Limited (the “Offeror”
or "Mega Regal”) entered into a sale and purchase agreement (the
“S&P Agreement”). Pursuant to the S&P Agreement, the Offeror
agreed to acquire from the Vendor 249,611,200 issued shares
(representing approximately 59.56% of the issued share capital) of
the Company as at the date of the S&P Agreement for a cash
consideration of HK$1,292,986,016. Upon the completion of the S&P
Agreement on 13 April 2017, the Company’s immediate holding
company changed to Mega Regal. The ultimate controlling party of
Mega Regal is Mr. Lin Rongbin (“Mr. Lin”), who has been appointed
as an executive Director of the Company since 11 May 2017.
Furthermore, upon the close of an unconditional mandatory cash
general offer by Mega Regal on 31 May 2017 and completion of a
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Directors’ Report (continued)
EFEgWmE(B)

placing of the Company’s shares by Mega Regal on 10 July 2017,
Mega Regal has had a total of 313,584,752 issued shares
(representing approximately 74.82% of the issued share capital
immediately after the completion of the placing) of the Company.

Change of Company Name

Pursuant to a special resolution passed by the shareholders of the
Company (the “Shareholders”) in the extraordinary general meeting
held on 8 August 2017, the change of duly registered English name
of the Company from “Lifestyle Properties Development Limited” to
“Sansheng Holdings (Group) Co. Ltd.” and adopting “ = B%42 A% (% &)
AR AT " as its Chinese name to replace “ R EEZRRE AR AT "
was approved by the Shareholders. The change of name has become
effective from 8 August 2017.

Fujian Pingtan Project

On 16 August 2017, Sansheng Land Development Limited* (=& &
2R B R A Al), a wholly-owned subsidiary of the Company, and
Mr. Wang Peng* (£ ) entered into an agreement, pursuant to
which Sansheng Land Development Limited* (=& & 113 E AR A 7))
conditionally agreed to acquire, and Mr. Wang Peng conditionally
agreed to sell 90% of the issued share capital of Hong Kong Zhong
Sheng Property Investment Limited* (BEBHP R EZIREFR Q7))
("HK Zhong Sheng Property”) (the “Pingtan Project”).

HK Zhong Sheng Property is principally engaged in property
investment and property management. As one of the conditions
precedent to the agreement, HK Zhong Sheng Property will set up a
new company as a wholly-owned subsidiary in the PRC with the scope
of business of property investment and property development. Upon
the establishment of the new company, Pingtan Yanggung
Guohang Land Limited* (- ER5 X BEME AR 2 R]) (the “Project
Company”) will be acquired.

The Project Company was established in 2012 in the PRC, and its
principal assets are the land, being (i) a parcel of land with an area of
approximately 75,500.41 square metres for residential or commercial
use, the plot ratio of which shall not exceed 2.0; and (ii) a parcel of
land with an area of approximately 122,122 square metres for
residential and commercial use, the plot ratio of which shall not
exceed 2.8.

The land is located in Pingtan County, Fujian Province, the PRC, a
member of the China (Fujian) Pilot Free Trade Zone and has been
classified as a comprehensive experimental zone. The PRC government
has been implementing more liberal measures to facilitate investment
and trade, capital and personnel exchanges. Amid the development
of the region, the property market of Pingtan is also growing at an
increasing pace. The average sales price per square metres for
residential units was recorded at RMB8,400 per square metres for
2016, representing a year-on-year increase of approximately 10.5%,
in contrast to a decline of approximately 10.6% in the corresponding
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period in 2015. The property sales volume has remained steady for
recent years, but has recorded a rapid year-on-year increase of
approximately 81.7% in 2016 as compared to approximately 0.1% in
2015. As part of the framework for developing the free trade zone,
the Fujian government has also been promoting the tourism industry
in Pingtan with plans to develop coastal resort areas and granting
funds to support infrastructure projects, which are expected to
encourage further investment incentive, creating a strong demand in
the property market.

Having considered the location of the land, its development potentials
and recent comparable transactions in Pingtan County, the Directors
consider that the acquisition represents a prime opportunity for the
Group to leverage the expertise of the Group’s management team
and Mr. Lin's strong presence in the Fujian property market, and thus
enhancing long-term growth potentials of the Group.

Jinan Zhangqiu Project

On 23 August 2017, Fuzhou Shangsheng Development Limited*
(f8 M £ B% & & B BB 2 7)), a wholly-owned subsidiary of the
Company, and the sole shareholder of Zhanggiu Zhengda Tianyuan
Development Limited* (2L IEARIREXEGRAT]) (“ZQ Zhengda
Tianyuan Development”) entered into an agreement, pursuant to
which Fuzhou Shangsheng Development Limited* ({81 F %18 & &
fR 2 ]) conditionally agreed to acquire 80% of the issued share
capital of ZQ Zhengda Tianyuan Development.

ZQ Zhengda Tianyuan Development was incorporated in the PRC with
limited liability in 2014. It is principally engaged in property
development and has completed the development of three projects in
Zhanggqiu district of Jinan City with an aggregate area of 241,109
square metres. These projects involve the construction of relocation
housings and other residential buildings in Zhangqiu district. All
construction work of these projects has been completed.

Subsequent to the announcement of the Fujian Pingtan Project, the
Board targets to further enhance its existing property development
business by way of acquisition. The Board in substance aims at
acquiring the land to increase its land bank in economically vibrant
cities where the residential property markets are of promising
prospects. The aforementioned land is located in Zhanggiu district of
Jinan City. Having considered the significant increase in total
residential area sold and its sales price of approximately 33.4% and
48.9% in 2016, the Board is optimistic about the prospects of Jinan’s
residential property market.

The Directors consider that the acquisition can enhance the long-term
growth potentials of the Group leveraging on the expertise of the
Group’s management team and Mr. Lin Rongbin’s strong presence in
the PRC property market.
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Final Dividend

The Board did not recommend the payment of any final dividend for
the year ended 31 December 2017 (2016: nil).

Closure of Register of Members

For the purpose of determining the entitlement to attend and vote at
the annual general meeting, the register of members of the Company
will be closed from Wednesday, 16 May 2018 to Monday, 21 May
2018, both days inclusive. During the above period, no transfer of
Shares will be registered. In order to qualify for the right to attend
and vote at the annual general meeting, all transfers accompanied by
the relevant share certificate(s) and transfer form(s) must be lodged
with the Company’s Hong Kong Branch Share Registrar and Transfer
Office, Computershare Hong Kong Investor Services Limited at Shops
1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East,
Wanchai, Hong Kong no later than 4:30 p.m. on Tuesday, 15 May
2018.

Subsidiaries
Particulars of the Company’s significant subsidiaries are set out in
note 15 to the audited consolidated financial statements.

Major Suppliers and Customers
For the year ended 31 December 2017, the Group did not have any
suppliers for the year as no cost of sales was recorded.

For the year ended 31 December 2017, the Group did not have any
customers for the year as no turnover was recorded.

Property and Equipment

Details of the movements in property and equipment of the Group
during the year ended 31 December 2017 are set out in note 12 to
the audited consolidated financial statements.

Share Capital

Details of the movements in the Company’s share capital during the
year ended 31 December 2017 are set out in note 25(c) to the audited
consolidated financial statements.

74

Sansheng Holdings (Group) Co. Ltd. / Annual Report 2017

P
EFQYTRARBRE_T—LF+-A

=t —HLEFERMNRPEE (ZT—RF:
) -

EEnRERpARERC
AETHERRBFRSTRE ERENE
M AREHEE —_E—N\FRA+BH(EH
S E-E-NFRA-+—RH(EH—)(8F
HEMB)EHEHERMDBPELFENMEE
ZMER - N LAl EAR - e R AR AR (D
BEEGLFE - AFAERERERRAFKS
WRE ERE - FﬁﬁLﬁY#@WEF%m&
BERBUKEAR-_ZE—N\FREA+HRB(E
)TN =+DRIRERARBRESTS E’JHX
MBPERDREEBTREBELFZLARAT
BB B E T ERERER 183R/AEMF L7
B1712E 1716 % °

P B 23 7]
AAREAMER AN ERNEER
BWRMFES -

FTEH#BERBRER
RE_T—L5+_A=+—HILERE A%
B 4 [ 3 AR ARG SRR - LU A SR AERT
S -

BE_T—tHF+_A=t—HLFE £&
EAFEYHREFGEXE AT RIAE
}El o

MERRE
AEBREE-_TE—+F+_A=+—HIHF
EOMERZEEDFEENECEZGEUH
WMARMEE12 °

&
ARBREE-_ZT—+F+_A=+—HLF
ER A E B F BN S TR A IS RERN
FE25(0) °

e



Directors’ Report (continued)
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Distributable Reserves

Details of the Company’s reserves available for distribution to the
Shareholders, calculated in accordance with the provisions of the
Companies Law, as at 31 December 2017, are set out in note 25(e) to
the audited consolidated financial statements.

Borrowings

Details of the borrowings of the Group are set out in the section
headed “Management Discussion and Analysis” in this annual report
and notes 20, 21 and 23 to the audited consolidated financial
statements.

Taxation

If the Shareholders are in any doubt as to the taxation implications of
purchasing, holding, disposing of, dealing in, or the exercise of any
rights in relation to the Shares, they are advised to consult their tax
adviser.

Purchase, Sale or Redemption of the Company’s

Listed 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.

Pre-emptive Rights

There are no provisions for pre-emptive rights under the articles of
association, or the law of Cayman Islands, being the jurisdiction in
which the Company is incorporated, under which would oblige the
Company to offer new Shares on a pro-rata basis to existing
Shareholders.

Charitable Donations
During the year ended 31 December 2017, the Group made charitable
and other donations amounting to HK$10,000.

Directors
The Directors during the year ended 31 December 2017 and up to the
date of this annual report were:

Executive Directors

Mr. Lin Rongbin (Chairman)’

Ms. Cheng Xuan (Chief Executive Officer)'
Ms. Chan Siu Chun, Candy?

Mr. Lau Kam Sen?
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Non-executive Directors

Mr. Xiao Zhong'

Mr. Xu Jianwen'

Mr. Lau Luen Hung, Thomas?
Mr. Wong Man Hoi?

Independent Non-executive Directors
Mr. Pan Dexiang'

Mr. Yuan Chun'

Mr. Zhong Bin'

Mr. Lam Siu Lun, Simon?

Mr. Robert Charles Nicholson?

Mr. Wong Kun Kau?

Notes:

1. Appointed with effect from 11 May 2017.
2. Resigned with effect from 31 May 2017.

The biographical details of the Directors and senior management are
set out in the section headed “Profiles of Directors and Senior
Management” of this annual report.

Pursuant to Article 83(3) of the articles of association, any Director
appointed by the Board as an addition to the existing Board shall hold
office only until the next following annual general meeting of the
Company. Mr. Lin Rongbin, Ms. Cheng Xuan, Mr. Xiao Zhong, Mr. Xu
Jianwen, Mr. Pan Dexiang, Mr. Yuan Chun and Mr. Zhong Bin, who
were appointed by the Board as an addition to the existing Board on
11 May 2017, shall retire at the annual general meeting and being
eligible for re-election.

Directors’ Service Contracts

Each of the Directors has entered into a service contract or letter of
appointment with the Company on 2 June 2017 for an initial term of
two years commencing from 11 May 2017, which will be
automatically renewed for a further term of one year. Each of the
service contracts or letters of appointment may be terminated by not
less than three months’ notice in writing served by either party on the
other.

Save as disclosed above, none of the Directors proposed for re-
election at the annual general meeting has a service contract with the
Company or any of its subsidiaries which is not determinable by the
Company within one year without payment of compensation (other
than statutory compensation).

Confirmation of Independence of Independent

Non-executive Directors

The Company has received, from each of the independent non-
executive Directors, an annual confirmation of his/her independence
pursuant to Rule 3.13 of the Listing Rules. The Company considers all
of the independent non-executive Directors to be independent.
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Transactions, Arrangements and Contracts of
Significance

Save as disclosed under the sections headed “Permitted Indemnity
Provision” and “Connected Transactions and Continuing Connected
Transactions” in this directors’ report, and the revolving facilities (the
“Revolving Facilities”) in an aggregate principal amount of
RMB4,500,000,000 provided by @M= B X ER 1 &, a company
beneficially owned by Mr. Lin Rongbin and Ms. Cheng Xuan, the
Directors, on 18 August 2017 and 28 September 2017, no
transaction, arrangement and contract of significance to which the
Company, or any of its holding companies or subsidiaries or fellow
subsidiaries was a party and in which a Director or an entity connected
with a Director had a material interest, whether directly or indirectly,
subsisted at the end of the year ended 31 December 2017 or at any
time during the year ended 31 December 2017. In addition, no
contract of significance between the Company or any of its
subsidiaries, and a controlling Shareholder or any of its subsidiaries
was made.

Details of the above Revolving Facilities are set out in note 23 to the
financial statements.

Deed of Non-competition

On 6 June 2016, the Company and Lifestyle International, its former
controlling Shareholder, entered into a supplemental deed (the
“Supplemental Deed”) to amend the deed of non-competition dated
26 August 2013 (together with the Supplemental Deed, collectively
referred to as the “Amended LI Non-compete Deed”). Details of the
Supplemental Deed are set out in the announcement of the Company
dated 6 June 2016 and the circular dated 8 June 2016.

As disclosed in the announcement of the Company dated 24 June
2016, the Company executed a deed of non-competition entered into
by Lifestyle China in favour of the Company (“LC Non-compete
Deed”) to provide undertakings on terms similar to those given by
Lifestyle International to the Company under the Amended LI Non-
compete Deed in connection with the spin off exercise of Lifestyle
China from Lifestyle International.

Under the terms of the Amended LI Non-compete Deed, the
Amended LI Non-compete Deed shall be terminated and cease to
have effect upon the occurrence of certain termination events. One of
such termination events will trigger when the Lifestyle International
and its subsidiaries (the “Vendor Group”), taken as a whole, (a) ceases
to be or ceases to be deemed as controlling shareholder(s) of the
Company (within the meaning ascribed to it under the Listing Rules);
(b) does not have power to control the Board; and (c) there is at least
one other shareholder (together with its associates) holding more
voting power attaching to the shares than that held by the Vendor
Group.
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Since the completion of acquisition of a total of 249,611,200 shares
of the Company by Mega Regal Limited from Lifestyle International
on 13 April 2017, Lifestyle International has ceased to be a controlling
Shareholder of the Company and does not have further power to
control the Board, and Mega Regal Limited has replaced Lifestyle
International as the controlling Shareholder of the Company. As such,
the Amended LI Non-compete Deed has lapsed automatically and
ceased to have effect on the parties immediately following the
completion of acquisition.

Under the terms of the LC Non-compete Deed, the LC Non-compete
Deed shall cease to have effect upon the occurrence of certain
termination events. One of such termination events will trigger when
Mr. Lau Luen Hung, Thomas (“Mr. Lau”), United Goal Resources
Limited and their respective close associates (the “TL Parties”), taken
as a whole, (a) ceases to hold 30% or more of the issued share capital
of the Company; (b) does not have power to control the Board; and
(c) there is at least one other shareholder (together with its close
associates) holding more voting power attaching to the shares than
that held by the TL Parties.

Since the acquisition of a total of 249,611,200 shares of the Company
by Mega Regal Limited from Lifestyle International on 13 April 2017,
Lifestyle International (being a close associate of Mr. Lau and therefore
a member of TL Parties) has ceased to be a controlling Shareholder of
the Company and the TL Parties does not have further power to
control the Board, and Mega Regal Limited has replaced the TL Parties
as the controlling Shareholder of the Company. As such, the LC Non-
compete Deed has lapsed automatically and ceased to have effect on
the parties immediately following the completion of acquisition.

Lifestyle International and Lifestyle China (the “Covenantors”) have
provided an annual confirmation of its compliance with the non-
competition undertaking (the “Undertaking”) from 1 January 2017 to
13 April 2017 (i.e. the date from which the Amended LI Non-compete
Deed and LC Non-compete Deed ceased to have effect).

The independent non-executive Directors have conducted a review on
the compliance with the Undertaking by Lifestyle International and
Lifestyle China from 1 January 2017 to 13 April 2017. The
independent non-executive Directors concluded that, within their
knowledge, Lifestyle International and Lifestyle China had complied
with the Undertaking from 1 January 2017 to 11 April 2017.

Directors’ Interests in Competing Business

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.

Management Contracts

No contracts concerning the management and operation of the whole
or any substantial part of the business of the Company were entered
into or existed during the year ended 31 December 2017.
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Remuneration of Directors

In compliance with the Corporate Governance Code, the Company
has established the Remuneration Committee to formulate its
remuneration policies. Directors’ remuneration is subject to
Shareholders’ approval at general meetings. Other emoluments are
determined by the Board with reference to the Directors’ duties and
responsibilities, the recommendations of the Remuneration
Committee and the performance and results of the Group. No
Director, or any of their respective associates, was involved in deciding
his/her own remuneration.

Details of the remuneration of the Directors and the five highest paid
individuals during the year ended 31 December 2017 are set out in
note 9 to the audited consolidated financial statements.

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.

Equity-linked Agreements

Save for the share option scheme adopted by Lifestyle International
Holdings Limited (“Lifestyle International”, the former holding
company of the Company) described below, no equity-linked
agreements were entered into by the Group or existed during the year
ended 31 December 2017.

Share Options

The share option scheme (“LI Group Share Option Scheme”) was
approved by the shareholders of Lifestyle International, the former
controlling Shareholder of the Company, on 3 March 2009 for a
period of 10 years commencing from 3 March 2009. Under the LI
Group Share Option Scheme, Lifestyle International Holdings Limited
may grant options to any employee, director, consultant or adviser,
distributor, contractor, supplier, service provider, agent, customer and
business partner of Lifestyle International Holdings Limited and/or any
of its subsidiaries who, at the sole determination of the board of
Lifestyle International Holdings Limited, have contributed or will
contribute to Lifestyle International Holdings Limited and/or any of its
subsidiaries.

No options of the Company were granted or subsisted under the LI
Group Share Option Scheme at any time from 1 January 2017 to the
date from which the Company ceased to be a subsidiary of Lifestyle
International (i.e. 13 April 2017).

No options of the Company were granted or subsisted at any time
during the year.
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Arrangements to Purchase Shares or Debentures
Other than the share option scheme adopted by Lifestyle International
disclosed above, 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.

Directors’ and Chief Executive’s Interests

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 pursuant to the Model Code for
Securities Transactions by Directors of Listed Issuers (“Model Code")
as set out in Appendix 10 to the Listing Rules, were as follows:
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Long position in shares of the Company AATRBZ2HER

Number of Percentage of
Name of director Nature of interest shares held issued shares

HEBITRG

EEpE REEME BHERGHAE ZEDH
Mr. Lin Rongbin Interest of controlled corporation 313,584,752 74.82%
MEBTEE RIEFEE R
Ms. Cheng Xuan Interest of spouse 313,584,7522 74.82%
Bt [
Notes: M
1. Mega Regal Limited (“Mega Regal”) is the beneficial owner of these Shares 1. Mega Regal Limited ([ Mega Regall) &3% 5 % 5

and is wholly-owned by Modern Times Development Limited (“Modern
Times"), which is in turn wholly-owned by Mr. Lin Rongbin (“Mr. Lin”). By
virtue of the SFO, Mr. Lin is deemed to be interested in the same parcel of
Shares in which Mega Regal is interested in.

2. Ms. Cheng Xuan (“Ms. Cheng”) is the spouse of Mr. Lin. By virtue of the
SFO, Ms. Cheng is deemed to be interested in the same parcel of Shares in
which Mr. Lin is interested in.

3. As at the date of this annual report, the total number of Shares in issue was
419,114,000.

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.
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Nor any 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 period
under review.

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:
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Long position in shares of the Company AATRBZ2HER
Number of Percentage
Name Nature of interest shares held of issued shares
FEEME HEBITREG
=18 REEME BHERGHE ZEDH
Mega Regal Beneficial owner 313,584,752 74.82%
EnEEA
Modern Times Interest of controlled corporation 313,584,752 74.82%
REFEERER
DSHK Person having a security interest in Shares 313,584,752? 74.82%
HEERS D ERERER A
DSCL Interest of controlled corporation 313,584,752 74.82%
REF S REFEERER
China Orient Interest of controlled corporation 313,584,752? 74.82%
HREIRT AR R
Springboard Beneficial owner 41,784,975° 9.97%
EREBA
Mr. Lau Interest of controlled corporation 41,784,9753 9.97%
Ebes REHEE R
Note: MsE -
1. Mega Regal is wholly-owned by Modern Times, which is in turn wholly- 1. Mega Regal B1Modern Times® & # & M

owned by Mr. Lin. By virtue of the SFO, Mr. Lin is deemed to be interested in
the same parcel of Shares in which Mega Regal is interested in.

2. Dongxing Securities (Hong Kong) Financial Holdings Limited (“DSHK") is the
chargee of these Shares and is wholly-owned by Dongxing Securities Co., Ltd
("DSCL"), which is in turn owned as to 52.74% by China Orient Asset
Management Corporation (“China Orient”). By virtue of the SFO, DSCL and
China Orient are deemed to be interested in the same parcel of Shares in
which DSHK is interested in.
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3. Springboard Holdings Limited (“Springboard”) is wholly-owned by Mr. Lau
Luen Hung, Thomas (“Mr. Lau”). By virtue of the SFO, Mr. Lau is deemed to
be interested in the same parcel of Shares in which Springboard is interested
in.

4. As at the date of this annual report, the total number of Shares in issue was
419,114,000.

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.

Employee Retirement Benefits
Details of the employee retirement benefits of the Group are set out
in note 6(b) to the audited consolidated financial statements.

Sufficiency of Public Float

As disclosed in the joint announcement of the Company and Mega
Regal Limited dated 31 May 2017, upon the close of the offer in
respect of acquisition of shares of the Company on 31 May 2017,
76,591,248 shares, representing approximately 18.27% of the issued
share capital of the Company, are held by the public (within the
meanings of the Listing Rules). Accordingly, the minimum public float
requirement of 25% under Rule 8.08(1)(a) of the Listing Rules is not
satisfied. The Company has made an application to the Stock
Exchange for a waiver from strict compliance with Rule 8.08(1)(a) of
the Listing Rules (the “Wavier”) from 31 May 2017 to 14 July 2017,
both days inclusive (the “Wavier Period”). On 8 June 2017, the Stock
Exchange has granted the Wavier for the Wavier Period to the
Company.

The Company was then informed by Mega Regal that through its
placing agent, on 10 July 2017, Mega Regal has completed the
placing of 28,938,000 shares held by it, representing approximately
6.91% of the issued share capital of the Company as at 10 July 2017
(the “Placing”). Upon completion of the Placing, a total of
105,529,248 shares, representing approximately 25.18% of the
issued share capital of the Company, are held by the public
Shareholders. As such, the public float of the Company has been
restored to not less than 25% of the total issued Shares in compliance
with Rule 8.08(1)(a) of the Listing Rules (the “Restoration of Public
Float”).

For more details of the Wavier and the Restoration of Public Float,
please refer to the announcement of the Company dated 8 June 2017
in relation to the grant of Waiver from strict compliance with the
minimum public float requirement and the announcement of the
Company dated 10 July 2017 in relation to the Restoration of Public
Float.

Save as disclosed above, the Company has maintained the public float
as required by the Listing Rules during the year ended 31 December
2017.
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Connected Transactions and Continuing

Connected Transactions

(@) Connected Transactions
The following transactions of the Group constituted non-
exempt connected transactions (“Connected Transactions”)
during the year ended 31 December 2017 under the Listing
Rules.

Formation of the JV Company

On 7 July 2017 (after trading hours), Fuzhou Shangsheng, a wholly-
owned subsidiary of the Company, and the JV Partner entered into
the JV Agreement, pursuant to which the parties thereto agreed to
set up the JV Company, which will be principally engaged in
investment of property development projects in the PRC.

Details of the JV Agreement are set out below:

Date: 7 July 2017

Parties: @i Fuzhou Shangsheng Investment Co. Ltd* (%& M
EBRIEEHFRAF), a wholly-owned subsidiary
of the Company; and
(i) Fuzhou Sansheng Property Co. Ltd* ({8 =B &
¥£BMRAT]) (.e. the JV Partner).

The JV Partner is beneficially owned as to 80% by Fujian Zesheng
(which is in turn owned as to 95% by Mr. Lin and 5% by Ms. Cheng)
and 20% by Ms. Cheng. As Mr. Lin is a Director and substantial
Shareholder of the Company, and Ms. Cheng is also a Director and
the spouse of Mr. Lin, the JV Partner is a connected person of the
Company under the Listing Rules.

Subject Matter

Pursuant to the JV Agreement, Fuzhou Shangsheng and the JV
Partner shall form the JV Company which will be principally engaged
in investment of property development projects in the PRC. The JV
Company will participate in land auctions, acquire potential assets of
and/or equity interest in suitable property development projects from
independent third parties in the PRC, and engage in property
development projects after acquisitions of lands.

Registered Capital

The registered capital of the JV Company is to be RMB2,000,000,000,
which shall be contributed as to 55% (equivalent to
RMB1,100,000,000) by Fuzhou Shangsheng and as to 45%
(equivalent to RMB900,000,000) by the JV Partner. The capital
contributions shall be made in stages by the parties to the JV
Agreement in accordance with the progress and funding requirements
of the property development projects to be invested by the JV
Company.
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The amount of capital contributions was determined after arm’s
length negotiation between the parties to the JV Agreement with
reference to the prospects of the property market in the PRC and the
estimated scale of the property development projects to be invested
by the JV Company.

Pursuant to the JV Agreement, shall the JV Company require
additional funding to fulfill the working capital or capital expenditure
requirements, Fuzhou Shangsheng may request the JV Partner to
provide financing at an interest rate not less favourable than the
prevailing market rate at the time of provision of such financing.

Management of the JV Company

Fuzhou Shangsheng shall nominate suitable candidate to act as the
executive director(s) and the legal representative of the JV Company,
whereas the JV Partner shall nominate suitable candidate to act as the
supervisor of the JV Company. The daily operation of the JV
Company, including but not limited to financing of projects,
employment of staff, implementation of projects, and sales and
marketing, shall be managed by the general manager and the
financial controller to be assigned by Fuzhou Shangsheng.

Profit Distribution

Any profit or loss of the JV Company shall be shared or borne by
Fuzhou Shangsheng and the JV Partner on a pro rata basis according
to their respective capital contribution in the JV Company.

Reasons for and Benefits of the Formation of the JV Company

The Board considers that the formation of the JV Company will
provide a platform for the Company and the JV Partner to jointly
contribute their respective resources, capabilities and industry
expertise to develop the property development business in the PRC.
Upon the formation of the JV Company, the JV Company will
participate in the residential and commercial property development
projects in Jinan, Chengdu, Fujian and/or economically vibrant cities
nearby. According to the preliminary plan of the Company and the JV
Partner, the JV Company may acquire two parcels of land at a total
consideration of approximately RMB1,600,000,000 and contribute a
relevant development cost of approximately RMB400,000,000. In
addition, as the local governments of certain cities in the PRC recently
require the companies participating in land auctions to be able to
finance the acquisition with their own financial resources, the Board
believes that the JV Company must have sufficient registered capital
to qualify for land auctions, so as to establish a land bank for the
Group for property development purposes.

The Board is of the view that the scale and direction of the business
contemplated to be engaged by the JV Company is in line with the
Group's overall strategies and will be appropriate in enhancing long-
term growth potential of the Group and in the interest of the
Company and the Shareholders as a whole. The Company intends to
finance the capital contributions of the JV Company by the Revolving
Facilities in accordance to the progress and funding requirements of
the property development projects to be invested by the JV Company.
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Directors’ Report (continued)
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Listing Rules Implications

As the JV Partner is beneficially owned by Mr. Lin and Ms. Cheng, the
Directors and accordingly connected persons of the Company, the JV
Partner is a connected person of the Company. The JV Agreement
and transactions contemplated thereunder therefore constitute a
connected transaction of the Company under Chapter 14A of the
Listing Rules and is subject to the reporting, announcement and
independent Shareholders’ approval requirements under the Listing
Rules.

At an extraordinary general meeting of the Company held on 15
November 2017, a resolution approving the formation of the JV
Company was passed by the independent Shareholders.

For more details of the formation of the JV Company, please refer to
the announcement of the Company dated 7 July 2017 and the
circular of the Company dated 26 October 2017.

(b) Continuing Connected Transactions
The following transactions of the Group constituted non-
exempt continuing connected transactions (“Continuing
Connected Transactions”) during the year ended 31 December
2017 under the Listing Rules.

(1)  Services Framework Agreement with Lifestyle

International

On 9 April 2015, the Company entered into a services
framework agreement (”Services Framework Agreement”)
with Lifestyle International, the former controlling
Shareholder (together with its subsidiaries from time to
time (excluding the Company and its subsidiaries from
time to time), collectively referred to as the “Lifestyle
International Group”) which took effect from 1 January
2015 to 31 December 2017. This agreement regulates,
inter alia, all transactions between members of the Group
and members of Lifestyle International Group arising from
the provision by the Group of non-exclusive property
project related services in respect of property
development, including but not limited to feasibility study,
design, project coordination and supervision, for the
relevant properties owned by or leased to the Lifestyle
International Group and situated in the PRC and Hong
Kong (“Services”). The Services do not cover the provision
of routine property management services for existing
properties of Lifestyle International Group. Lifestyle
International Group is a connected person of the
Company by virtue of Lifestyle International being a
controlling Shareholder of the Company at that time.

Details of the Services Framework Agreement are set out
in the joint announcement of the Company and Lifestyle
International dated 9 April 2015 and the circular of the
Company dated 22 May 2015.

For the year ended 31 December 2017, no transactions
have been carried out by the Company and Lifestyle
International Group under the Services Framework
Agreement.
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(2)

Services Framework Agreement with Lifestyle China

On 6 June 2016, the Company entered into a services
framework agreement (“Newco Framework Agreement”)
with Lifestyle China for the purpose of regulating terms of
provision of certain non-exclusive property project related
services as set out in the Newco Framework Agreement
by the Group to Lifestyle China and its subsidiaries (the
“Lifestyle China Group”) for the period from 14 July 2016
to 31 December 2018.

Lifestyle China is a 30%-controlled company of Mr. Lau
Luen Hung, Thomas, a former non-executive director of
the Company and hence an associate of Mr. Lau Luen
Hung, Thomas and connected person of the Company.

Details of the Newco Framework Agreement are set out in
the announcement of the Company dated 6 June 2016
and the circular of the Company dated 8 June 2016.

During the year ended 31 December 2017, a total of
HK$3.83 million services fees was received from Lifestyle
China Group under the Newco Framework Agreement.

The Continuing Connected Transactions above has 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 Company; (ii) 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 and the
Shareholders as a whole.

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 Transaction
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.
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Directors’ Report (continued)
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The related party transactions set out in note 28(b)(iii) and 28(b)(v) to
the consolidated financial statements constituted continuing
connected transactions as defined in Chapter 14A of the Listing Rules
and the Company has complied with the relevant requirements in
accordance with Chapter 14A of the Listing Rules in respect of such
transactions. The related party transactions shown in note 28(b)(i),
28(b)(ii), 28(b)(iv), 28(b)(vi) and 28(b)(vii) to the consolidated financial
statements constituted connected transactions or continuing
connected transactions but are exempt from Shareholders’ approval
and disclosure and other requirements under Chapter 14A of the
Listing Rules.

Audit Committee

The Audit Committee had reviewed together with the management
and external auditor the accounting principles and policies adopted by
the Group and the audited consolidated financial statements for the
year ended 31 December 2017.

Auditor

The financial statements for the year ended 31 December 2015 and
2016 of the Company and its subsidiaries have been audited by
Deloitte Touche Tohmatsu (“Deloitte”).

Deloitte has resigned as the auditor of the Company on 29 November
2017 as the Company and Deloitte could not reach a consensus on
the audit fee for the financial year ended 31 December 2017.

KPMG (“KPMG") has been appointed as the new auditor of the
Company with effect from 30 November 2017 to fill the casual
vacancy following the resignation of Deloitte and to hold office until
the conclusion of the next annual general meeting of the Company.

The financial statements for the year ended 31 December 2017 of the
Group have been audited by KPMG, who shall retire and, being
eligible, have offered itself for re-appointment as auditor at the
annual general meeting.

A resolution will be proposed at the annual general meeting to re-
appoint KPMG as the auditor of the Company and to authorize the
Board to fix the remuneration of auditor.

By order of the Board

Sansheng Holdings (Group) Co. Ltd.
Chairman

Lin Rongbin

Hong Kong, 15 March 2018
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Independent Auditor’s Report
I BED RS

TO THE SHAREHOLDERS OF SANSHENG HOLDINGS
(GROUP) CO. LTD.
(Incorporated in the Cayman Islands with limited liability)

Opinion

We have audited the consolidated financial statements of Sansheng
Holdings (Group) Co. Ltd. (“the company”) and its subsidiaries (“the
group”), which comprise the consolidated statement of financial
position as at 31 December 2017, the consolidated statement of
profit or loss and other comprehensive income, the consolidated
statement of changes in equity and the consolidated cash flow
statement for the year then ended and notes to the consolidated
financial statements, including a summary of significant accounting
policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the group as at 31
December 2017 and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards (“HKFRSs”) issued by the
Hong Kong Institute of Certified Public Accountants (“HKICPA™) and
have been properly prepared in compliance with disclosure
requirements of the Hong Kong Companies Ordinance.

Basis for Opinion

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

Key Audit Matters

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the consolidated
financial statements of the current period. These matters were
addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we
do not provide a separate opinion on these matters.
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Independent Auditor's Report (continued)
B ZH s (8)

Valuation of investment properties

REMRNIEE

Refer to note 11 to the consolidated financial statements and the accounting policies on note 1(g).

BT A TF AN 11 KA 1(9) B) B 5 BUR

The Key Audit Matter
FAREEE

How the matter was addressed in our audit

BENETNWEEZSE

As at 31 December 2017, the group held a portfolio of
investment properties located in Hong Kong and in
Mainland China with an aggregate fair value of
HK$718,260,000 which accounted for 10% of the group’s
total assets at that date. The investment properties
principally comprise certain office units/workshops and a
car park space in Hong Kong and two retail properties each
in Harbin and Qingdao in Mainland China.
RZB—+F+A=+—H  BHEEUREERT
MR EYEA S H R FERRRR718,260,0008 7T -
& BEEEEBRREEMNI0% REVETEZEAEES
ETMREENTHR—EER - AR BIZRFEA
WRBEMSSNMEZTEYE -

The fair values of the investment properties as at 31
December 2017 were assessed by the directors based on
independent valuations prepared by a firm of qualified
external property valuers. The determination of these fair
values involves significant judgement and estimation,
particularly in relation to selecting the appropriate valuation
methodology, appropriate market comparables and
adjustment factors applied to these market comparables.
T +tF+ A+ BHNREAVELAFEIHES
RIZE B RIMNBY R AR RER B HEETTAE
BEZEATESRERENE ANHERMEE  Fil=
FREREEMERE THLLEERLERMERER
RE@TS FAI LR ERAEREE -

We identified the valuation of investment properties as a
key audit matter because of the inherent risks involved in
estimating the valuations of investment properties,
particularly in light of the current economic circumstances.
MR G REMELAESROERRR - FHI 2R
BRI - MEPIEEREMENLEBRREAFE -

Our audit procedures to assess the valuation of investment
properties included the following:

BAFHRBREDEGENEEFERE

. obtaining and inspecting the valuation reports
prepared by the external property valuers engaged
by management and on which the directors’
assessment of the fair values of investment
properties was based;

o BUSIUHE R EIEERELH)SNERY) S 1 (B RN P A
WHERE  ZAERERESITHRENEND
FEMKE

o assessing the external property valuers’ qualifications,
experience and expertise in the properties being
valued and considering their objectivity and
independence;

o AHMEINEBMIEMEMAMEEMETENER K
MMEXANE  ARZEREFNTE LB

o with the assistance of our internal property valuation
specialists, discussing with the external property
valuers their valuation methodology and the key
estimates and assumptions adopted in their
valuations;

o AEHFMABMERGLEEZERHOBET - BIMNEYRME
B RESEEMETRBANGER EREZ MG
MIRER

o challenging the key estimates and assumptions
(including market comparables and adjustment
factors) adopted in the valuations, on a sample basis,
by comparison with available market data and/or
government produced market statistics.

o DAMBFEREAGTISEEREKBIT TSR E
EE - SHEERRANEZEMFTNREZ(BETS
FRTLEBYERFABRER) RHER ©
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Independent Auditor’s Report (continued)
B B RE (8)

Impairment assessment of properties under development and prepaid lease payments

BREPYERBANEERENRERT G

Refer to note 13 and 14 to the consolidated financial statements and the accounting policies in notes 1(i) and 1(j).
BRHLE A B TEIREZMAL 13 R 14 A R BT 10) B 1) BT S 5B ©

The Key Audit Matter
FREEE

How the matter was addressed in our audit

BAENETNAEEZSE

As at 31 December 2017, the aggregate carrying value of
the group’s properties under development and prepaid
lease payments amounted to HK$723,948,000. These
principally represent the cost for a commercial complex
development project in Shenyang, Mainland China. With
respect to the development status, the group has not yet
obtained the approval on the planning design scheme from
the relevant government authorities.

RZZE—+F+-A=+—H ' BEEEZRERVYERE
NHRERENREEAEA723,94800087T c LEE A
PEAMESEEESEBEENKEN - ERERNER
AR - BB B AR AR BT R e R R

A

The fair value less costs of disposal of the group’s
properties under development and prepaid lease payments
were determined by the directors with reference to
independent valuations prepared by a firm of qualified
external property valuers. The determination of these fair
values involves significant judgement and estimation,
particularly in relation to selecting the appropriate valuation
methodology, appropriate market comparables and
adjustment factors applied to these market comparables.
ESERRPMERBNEERBEN QT EMRLEEK
RITHESE2ZGERINIMERBERRFMERNE L
HMEMET BEZXEATESRERENEANHE X
st KRR FREEEEMAEN L - TS LEE AR
MERERREETS EA LB ENRAERE -

20

Our audit procedures to assess the impairment of
properties under development and prepaid lease payments
included the following:
ﬁfﬁﬁ%@¢%¥&ﬁﬁﬁ§%ﬁ%ﬁﬁ%%%%ﬁ
Bk

o obtaining and inspecting the valuation reports
prepared by the external property valuers engaged
by management and on which the directors’
assessment of the fair value less costs of disposal of
properties under development and prepaid lease
payments was based;

o MEUREHERERIEHINLY XA EPTRE
WERE  ZAERSEESFTHBERTYER
FARNEERIERN R TENR B SRR

o assessing the external property valuers’ qualifications,
experience and expertise in the properties being
valued and considering their objectivity and
independence;

o FHEINEIMIEMAERMNAEEMESTENEE - &
BRBEHE - AREREENZTE M MBYIE

o with the assistance of our internal property valuation
specialists, discussing with the external property
valuers their valuation methodology and the key
estimates and assumptions adopted in their
valuations;

o  HEBFMAEWELEZIRNOBET - EIMNBYIED
B REEFEHETRANGETER T ZMGE
MR
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Independent Auditor's Report (continued)
B BE R E (8)

Refer to note 13 and 14 to the consolidated financial statements and the accounting policies in notes 1(i) and 1()).
FBRBUE A T IHRARN T 13 R 14 A RKIFE 10) % 1() B EFECK °

The Key Audit Matter How the matter was addressed in our audit
BREEE RN ESA NMEEZEE

We identified the impairment of properties under e challenging the key estimates and assumptions
development and prepaid lease payments as a key audit (including market comparables and adjustment
matter because of the significance of the balance to the factors) adopted in the valuations, on a sample basis,
consolidated financial statements as a whole, combined by comparison with available market data and/or
with the uncertainty in timing with regard to obtaining the government produced market statistics;

relevant governing authorities’ approval to the planning o A& F B AIE NS EE L RERA TS HRTE
design scheme of the project. L8 - HEER AN EZGFTNEBRR(BIETS
HRNEREBRESVMBRERTHEE - URBEERA FrRTH B ERFAREAR) REE R

HEAHLETE B RBIRGT A R M B AR 28 B M

HEERTMENBAEERENREBR#ESETEH - «  obtaning and reading the documents issued by the
relevant government authorities in respect of the
status of the group’s communication in the timing
of the development for the project and evaluating
directors’ assessment of whether these documents
would affect the fair value less costs of disposal of
the properties under development and prepaid lease
payments.

o HSUMEMBABAHEAREEZRKEAN &

SEBBOXM ARIZERHZENHRER
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Independent Auditor's Report (continued)
B ZH s (8)

Information other than the Consolidated
Financial Statements and Auditor’s Report
thereon

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

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

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

If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to
report that fact. We have nothing to report in this regard.

Responsibilities of the Directors for the
Consolidated Financial Statements

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

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

The directors are assisted by the Audit Committee in discharging their
responsibilities for overseeing the group’s financial reporting process.
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Independent Auditor’s Report (continued)
B AR (8)

Auditor’s Responsibilities for the Audit of the

Consolidated Financial Statements

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

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

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

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

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

—  Evaluate the appropriateness of accounting policies used and
the reasonableness of accounting estimates and related
disclosures made by the directors.

—  Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists related
to events or conditions that may cast significant doubt on the
group’s ability to continue as a going concern. If we conclude
that a material uncertainty exists, we are required to draw
attention in our auditor’s report to the related disclosures in the
consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based
on the audit evidence obtained up to the date of our auditor’s
report. However, future events or conditions may cause the
group to cease to continue as a going concern.
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Independent Auditor’s Report (continued)
B B RE (8)

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

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

We communicate with the Audit Committee regarding, among other
matters, the planned scope and timing of the audit and significant
audit findings, including any significant deficiencies in internal control
that we identify during our audit.

We also provide the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence
and communicate with them all relationships and other matters that
may reasonably be thought to bear on our independence and, where
applicable, related safeguards.

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

The engagement partner on the audit resulting in this independent
auditor’s report is Wong Chun Pong.

KPMG
Certified Public Accountants

8th Floor, Prince’s Building
10 Chater Road
Central, Hong Kong

15 March 2018
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
FERaREMMZERRE

for the year ended 31 December 2017 (Expressed in Hong Kong dollars) #Z —Z—+%+=-A=+—BILFE(ABTIHIR)

2017 2016
—E—LF | —T—KRF
Notes $'000 $'000
B aE Tt Ft
Turnover 20 = =
Operating expenses EERY (25,532) (14,908)
Other income H ot as 4 21,612 40,518
Staff costs B TR (16,282) (20,888)
Depreciation and amortisation P& K 5H (16,874) (8,477)
Net investment income/(loss) SFRERA (E1E) 5 26,915 (26,095)
Fair value changes on investment properties & & 92 M)A FEE 11 38,887 (900)
Finance cost BE Bk 2N 6(a) (41,677) =
Loss before taxation BATEsE (12,951) (30,750)
Income tax Ia 7 12,866 (265)
Loss for the year FREE (85) (31,015)
Attributable to: PR A FEAE
Equity shareholders of the company ZiN/NE )3 323 (18) (31,015)
Non-controlling interests IR M (67) =
Loss for the year FRER (85) (31,015)
Loss per share gREE
Basic (cents) B (L) 10 $(0.00) $(7.40)
Loss for the year FRER (85) (31,015)
Other comprehensive income FREMZE RS
for the year (after tax and (AR RERREAR) :
reclassification adjustments):
Item that will not be reclassified to profit TEEMEEEEmrIER -
or loss:
Exchange differences arising on e EBRERZ2VEE
translation of functional currency to FTEE 2 [EH =%
presentation currency 108,145 (101,227)
Item that may be reclassified subsequently — BE7& AJREEFT P 218252
to profit or loss: EH -
Exchange differences arising on MEBINEBREE L
translation of foreign operations PE 5 =%8 (5,073) 1,796
Other comprehensive income AEEHMEE RS
for the year 103,072 (99,431)
Total comprehensive income FAREZEKZREARE
for the year 102,987 (130,446)
Attributable to: BN ARG :
Equity shareholders of the company ZAN/NET 103,054 (130,446)
Non-controlling interests IR i (67) =
Total comprehensive income for the year £ R2E WS 2%58 102,987 (130,446)

The notes on pages 101 to 170 form part of these financial

statements.
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Consolidated Statement of Financial Position

e MBIk R

at 31 December 2017 (Expressed in Hong Kong dollars) M—Z—+F+=-F=+—8 (LUETIIR)

2017 2016
—E—+tF | ZE—RF
Notes $'000 $'000
B 5T T Tz
Non-current assets ERBEE
Investment properties BEYEHE 11 718,260 631,416
Property, plant and equipment ME - WENMEE 12 1,788 255
Properties under development BERPYE 13 132,375 122,668
Prepaid lease payments TEREEFRIE 14 574,174 548,191
Deferred tax assets EETIAE = 24 22,689 =
1,449,286 1,302,530
Current assets REEE
Inventories F& 16 4,166,252 -
Prepaid lease payments TR ERIE 14 17,399 16,123
Trade and other receivables JFEE Uk B R e LA B LUK IR 17 174,534 6,663
Financial assets at fair value through BRAFEFABRE EREE
profit or loss 18 69,640 91,217
Fixed deposits held at banks with maturity ~ =1& 8 A _EFEHTER
over three months 19(a) 31,200 45,481
Bank balances and cash RTEFERRS 19(a) 986,936 369,180
5,445,961 528,664
Current liabilities REEE
Bank loans and borrowings from financial ~ $RfTE R R & B E K
institutions 20 900,610 -
Bond payable EfHE S 21 1,045,564 -
Trade and other payables FETBREX N EL b e A~ R IE 22 1,690,322 6,107
Current taxation FERFRIR 211,453 200,024
3,847,949 206,131
Net current assets REBEETFE 1,598,012 322,533
Total assets less current liabilities BEERRBER 3,047,298 1,625,063
Non-current liabilities EREBEE
Bank loans IRITEK 20 36,000 =
Loans from a related party B T B 23 1,185,516 =
Deferred tax liabilities EERIB AR 24 146,020 147,461
1,367,536 147,461
NET ASSETS BEE 1,679,762 1,477,602
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Consolidated Statement of Financial Position (continued)
A AR R (B)

at 31 December 2017 (Expressed in Hong Kong dollars) A=Z—+%+—-A=+—H ABTIIR)

2017 2016
—E—tF | ZT—RX
Notes $'000 $'000
Lz Tr Tt
CAPITAL AND RESERVES BXR#E

Share capital R& 2R 25(c) 41,911 41,911
Reserves & 1,538,745 1,435,691

Total equity attributable to equity N TR REMS
shareholders of the company RSB 1,580,656 1,477,602
Non-controlling interests FEERER 99,106 =
TOTAL EQUITY AR 1,679,762 1,477,602

Approved and authorised for issue by the board of directors on 15 RZ-ZE—N\E=A+HBEZ S8 ERITE
March 2018. FiBE o

Lin Rongbin #&5& Cheng Xuan 2}
Director % Director &%

The notes on pages 101 to 170 form part of these financial 25101 & 1708 MW TBANBA TS BER A —305 -
statements.
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Consolidated Statement of Changes in Equity
SReEEERR

for the year ended 31 December 2017 (Expressed in Hong Kong dollars) #Z —Z—+%&+=-A=+—BILFEABTIHIR)

Attributable to equity shareholders of the Company

ARARRER.
Statutory Non-
Share  Share  Capital  surplus Exchange Retained controlling
capital premium  reserve  reserve  reserve  profits Total interests Total
EERH F2R

Bx BiteE ErE% ORE ERRE RERN  #% 0 B8 Ay
Note ~ $000  §000  §000  §000 000  $000  $000  $000 000
ik i Tt fi i i fR i T TR

Balance at 1 January 2016 RZE-RE-A-Az
] 4911 1151278 21371 26 (98,118) 491380 1,608,048 - 1,608,048

Changes in equity for 2016: ~ —B-REZEREH:

Loss for the year NEEER - - - - - (31,015 (31,015 - (31,019
Other comprehensive income Eth2EkE - - - - (99431) - (99431) - (99431)
Total comprehensive income eyt - - - - (99431) (31,015 (130,446) - (130,446)
Balance at 31 December 2016  R=E-x5+=H
and 1 January 2017 ST-BRZZ-tE
-B-Azk&e 4911 1,151,278 21371 226 (197549 460,365 1,477,602 - 1,477,602

Changesinequity for2017:  —B-tEEHELE

Loss for the year TEEER - - - - = (18) (18) (67) (85)
Other comprehensive income A 2ENE - - = - 103,072 - 103,072 - 103,072
Total comprehensive income PENGES = = S - 103072 (18) 103,054 (67) 102,987
Acquisitions of subsidiaries WENEAA] - - - - - - - 99173 99173
Balance at 31 December 2017  R=F-t%+=H

St-Bzks 25 #1911 1151278 21,371 26 (4477) 460347 158065 99,106 1,679,762
The notes on pages 101 to 170 part of these financial statements. E101 2170 BB AR B IwmKRe—35 o
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Consolidated Statement of Cash Flows
fr‘*iﬁﬁtuusaiﬁ

for the year ended 31 December 2017 (Expressed in Hong Kong dollars) #Z —Z—+%+=-A=+—BILFE(ABTIHIR)

2017 2016
“B—tF | —TRF
Notes $'000 $'000
Lz Tr T
Operating activities REER
Loss before taxation T AT EE (12,951) (30,750)
Adjustments for: LYER AT A
Interest income F BUA (3.856) (6,087)
Unrealised exchange gain REIRIE U aS (14,095) (24,677)
Depreciation and amortisation e R#HE 16,874 8,476
Fair value changes in respect of financial BATEABRZ
assets at fair value through profit or loss TREEC AT EES (33,777) 32,691
Dividend income from financial assets at BATEFABRRZ
fair value through profit or loss ERVEEZIRBWA (4,590) (509)
Fair value changes on derivative MTETAEZ ATEZS
instruments 15,308 -
Fair value changes on investment KEYFE 2 N TEE
properties (38,887) 900
Finance cost BEKA 41,677 -
Changes in working capital: EEECED)
Increase in properties under development — ZFE FR ¥ 512N - (2,182)
Decrease/(Increase) in trade and other J?EH&ZE—E%’\&,HJ‘@}?EW?KIE
receivables B (38hn) 9,340 (5,042)
Decrease in the amounts due from former réuézgu EEL NG E SN
fellow subsidiaries = 3,136
Decrease in the amount due to a former FES—MATR 2K B A A
fellow subsidiary IR = (31)
(Decrease)/Increase in trade and other JE A5 BR R N L A B A IR
payables CRA),/#mn (1,917) 842
Cash used in operations REXEFARS (26,874) (23,233)
Interest received EUFE = 5,811
PRC Corporate Income Tax paid BB B S PTIS (246) (764)
Net cash used in operating activities RETHFAARS TR (27,120) (18,186)
Investing activities RETEE
Acquisitions of subsidiaries Wt it B /e 2 A 29 (1,429,312) -
Additions to investment properties NEREME - (28)
Purchase of property, plant and equipment BE W - BE L& (1,008) (27)
Purchase of financial assets at fair value BEERAFEFABRZZ
through profit or loss SREE = (94,833)
Placement of fixed deposits held at banks 77 A =1{& A LA F EHATE R
with maturity over three months (31,200) (47,607)
Proceeds from disposal of investments HEREFTERIE 55,354 -
Withdrawal of fixed deposits held at banks  #2ER=1& A L/\J:EEET?%(
with maturity over three months 45,481 56,570
Interest received B FHE 4,073 -
Dividend received AR S 4,590 509
Net cash used in investing activities RETEBFARS TR (1,352,022) (85,416)

#fg (£ E)HRAT | —B—BEER 99

|11
B



Consolidated Statement of Cash Flows (continued)

HEREMNER(E)

for the year ended 31 December 2017 (Expressed in Hong Kong dollars) #Z —Z—+&+=-A=+—BILFEABTIHIR)

2017 2016
—E—+F | ZT—RX
Notes $'000 $'000
B aE Frx Tt
Financing activities REEE
Proceeds from bank loans and borrowings ~ $R1TE RN € R (E X
from financial institutions and bonds Frig I8 R&H 1,317,517 =
Repayment of bank loans BEIRITER (499,200) =
Proceeds from loans from a related party B T B R PTS RIR 1,774,560 =
Repayment of loans from a related party BEBETER (620,160) -
Interest paid ERFLE (4,157) =
Net cash generated from METBHAERETEE
financing activities 1,968,560 -
Net increase/(decrease) in cash and HeERBREESEYHEM
cash equivalents (L) 35 589,418 (103,602)
Cash and cash equivalents at 1 January RA—A—HZRERBLZEYW 19@) 369,180 475,616
Effect of foreign exchange rate changes EX# 55 & 8,630 (2,834)
Cash and cash equivalents at Rt+t-A=+—HZzEE&R
31 December BEZEEY 19(a) 967,228 369,180

The notes on pages 101 to 170 form part of these financial

statements.
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Notes to the Consolidated Financial Statements
MEMBEERRME

(Expressed in Hong Kong dollars unless otherwise indicated) (Bk 3&FERAIN

1. Significant Accounting Policies

(a)

(b)

Statement of compliance

These financial statements have been prepared in
accordance with all applicable Hong Kong Financial
Reporting Standards (HKFRSs), which collective term
includes all applicable individual Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards
(HKASs) and Interpretations issued by the Hong Kong
Institute of Certified Public Accountants (HKICPA),
accounting principles generally accepted in Hong Kong
and the disclosure requirements of the Hong Kong
Companies Ordinance. These financial statements also
comply with the applicable disclosure provisions of the
Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited. Significant accounting
policies adopted by the group are disclosed below.

The HKICPA has issued certain new and revised HKFRSs
that are first effective or available for early adoption for
the current accounting period of the group. Note 1(c)
provides information on any changes in accounting
policies resulting from initial application of these
developments to the extent that they are relevant to the
group for the current and prior accounting periods
reflected in these financial statements.

Basis of preparation of the financial statements

The consolidated financial statements for the year ended
31 December 2017 comprise the company and its
subsidiaries (together referred to as the “group”).

The measurement basis used in the preparation of the
financial statements is the historical cost basis except that
the following assets and liabilities are stated at their fair
value as explained in the accounting policies set out
below:

— financial assets at fair value through profit or loss (see
note 1(e));

— investment properties (see note 1(g));

— derivative financial instruments (see note 1(f)).
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Notes to the Consolidated Financial Statements (continued)

AT BmARME(E)

(Expressed in Hong Kong dollars unless otherwise indicated) (Bk5&zERAIN

1. Significant Accounting Policies (continued)

(b)

()

102

Basis of preparation of the financial statements
(continued)

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

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

Judgements made by management in the application of
HKFRSs that have significant effect on the financial
statements and major sources of estimation uncertainty
are discussed in note 2.

Changes in accounting policies

The HKICPA has issued several amendments to HKFRSs
that are first effective for the current accounting period of
the group. None of these impact on the accounting
policies of the group. However, additional disclosure has
been included in note 19(b) to satisfy the new disclosure
requirements introduced by the amendments to HKAS 7,
Statement of cash flows: Disclosure initiative, which
require entities to provide disclosures that enable users of
financial statements to evaluate changes in liabilities
arising from financing activities, including both changes
arising from cash flows and non-cash changes.

The group has not applied any new standard or

interpretation that is not yet effective for the current
accounting period.
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Notes to the Consolidated Financial Statements (continued)

75 R b A ()

AN
Rl

(Expressed in Hong Kong dollars unless otherwise indicated) (& BA AN - BHABTHIR)

1.

Significant Accounting Policies (continued)

(d)

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

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

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

Non-controlling interests are presented in the consolidated
statement of financial position within equity, separately
from equity attributable to the equity shareholders of the
company. Non-controlling interests in the results of the
group are presented on the face of the consolidated
statement of profit or loss and other comprehensive
income as an allocation of the total profit or loss and total
comprehensive income for the year between non-
controlling interests and the equity shareholders of the
company.

Changes in the group’s interests in a subsidiary that do
not result in a loss of control are accounted for as equity
transactions, whereby adjustments are made to the
amounts of controlling and non-controlling interests
within consolidated equity to reflect the change in relative
interests, but no adjustments are made to goodwill and
no gain or loss is recognised.
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Notes to the Consolidated Financial Statements (continued)
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(Expressed in Hong Kong dollars unless otherwise indicated) (F& BB ERASN @ A TTHIR)

1. Significant Accounting Policies (continued)

(d)

(e)

104

Subsidiaries and non-controlling interests
(continued)

When the group loses control of a subsidiary, it is
accounted for as a disposal of the entire interest in that
subsidiary, with a resulting gain or loss being recognised
in profit or loss. Any interest retained in that former
subsidiary at the date when control is lost is recognised at
fair value and this amount is regarded as the fair value on
initial recognition of a financial asset (see note 1(e)) or,
when appropriate, the cost on initial recognition of an
investment in an associate or joint venture.

In the company’s statement of financial position, an
investment in a subsidiary is stated at cost less impairment
losses (see note 1(j)), unless the investment is classified as
held for sale (or included in a disposal group that is
classified as held for sale).

Other investments in equity securities

The group’s and the company’s policies for investments in
equity securities, other than investments in subsidiaries,
associates and joint ventures, are as follows:

Investments in equity securities are initially stated at fair
value, which is their transaction price unless it is
determined that the fair value at initial recognition differs
from the transaction price and that fair value is evidenced
by a quoted price in an active market for an identical asset
or liability or based on a valuation technique that uses
only data from observable markets. Cost includes
attributable transaction costs, except where indicated
otherwise below. These investments are subsequently
accounted for as follows:

Investments in securities are classified as current assets.
Any attributable transaction costs are recognised in profit
or loss as incurred. At the end of each reporting period
the fair value is remeasured, with any resultant gain or
loss being recognised in profit or loss. The net gain or loss
recognised in profit or loss does not include any dividends
earned on these investments as these are recognised in
accordance with the policies set out in note 1(s)(iii).

Investments are recognised/derecognised on the date the

group commits to purchase/sell the investments or they
expire.
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Notes to the Consolidated Financial Statements (continued)

75 R b A ()
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(Expressed in Hong Kong dollars unless otherwise indicated) (Br BB ERBSD -

1.

Significant Accounting Policies (continued)

(f)

(9)

(h)

Derivative financial instruments

Derivative financial instruments are recognised initially at
fair value. At the end of each reporting period the fair
value is remeasured. The gain or loss on remeasurement
to fair value is recognised immediately in profit or loss.

Investment properties

Investment properties are land and/or buildings which are
owned or held under a leasehold interest (see note 1(i)) to
earn rental income and/or for capital appreciation. These
include land held for a currently undetermined future use
and property that is being constructed or developed for
future use as investment property.

Investment properties are stated at fair value, unless they
are still in the course of construction or development at
the end of the reporting period and their fair value cannot
be reliably measured at that time. Any gain or loss arising
from a change in fair value or from the retirement or
disposal of an investment property is recognised in profit
or loss. Rental income from investment properties is
accounted for as described in note 1(s)(ii).

When the group holds a property interest under an
operating lease to earn rental income and/or for capital
appreciation, the interest is classified and accounted for as
an investment property on a property-by-property basis.
Lease payments are accounted for as described in note

1G).

Other property, plant and equipment

Other items of property, plant and equipment are stated
at cost less accumulated depreciation and impairment
losses.

Depreciation is calculated to write-off the cost of items of
property, plant and equipment, less their estimated
residual value, if any, using the straight line method over
their estimated useful lives as follows:

Plant and machinery 10 years
Furniture, fixtures and equipment 5 years
Motor vehicles 5 years

Both the useful life of an asset and its residual value, if
any, are reviewed annually.
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Notes to the Consolidated Financial Statements (continued)
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1. Significant Accounting Policies (continued)

(h)

(i)

106

Other property, plant and equipment (continued)
The carrying amounts of other property, plant and
eguipment are reviewed for indications of impairment at
the end of each reporting period. An impairment loss is
recognised in profit or loss if the carrying amount of an
asset, or the cash-generating unit to which it belongs,
exceeds its recoverable amount. The recoverable amount
of an asset, or of the cash generating unit to which it
belongs, is the greater of its fair value less costs of
disposal and value in use. In assessing value in use, the
estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects
current market assessments of the time value of money
and the risks specific to the asset. An impairment loss is
reversed if there has been a favourable change in the
estimates used to determine the recoverable amount.

Gains or losses arising from the retirement or disposal of
an item of property, plant and equipment are determined
as the difference between the net disposal proceeds and
the carrying amount of the item and are recognised in
profit or loss on the date of retirement or disposal.

Leased assets

An arrangement, comprising a transaction or a series of
transactions, is or contains a lease if the group determines
that the arrangement conveys a right to use a specific
asset or assets for an agreed period of time in return for a
payment or a series of payments. Such a determination is
made based on an evaluation of the substance of the
arrangement and is regardless of whether the
arrangement takes the legal form of a lease.

Assets that are held by group under leases which transfer
to the group substantially all the risks and rewards of
ownership are classified as being held under finance
leases. Leases which do not transfer substantially all the
risks and rewards of ownership to the group are classified
as operating leases.

Operating lease charges

Where the group has the use of assets held under
operating leases, payments made under the leases are
charged to profit or loss in equal instalments over the
accounting periods covered by the lease term, except
where an alternative basis is more representative of the
pattern of benefits to be derived from the leased asset.
Lease incentives received are recognised in profit or loss as
an integral part of the aggregate net lease payments
made. Contingent rentals are charged to profit or loss in
the accounting period in which they are incurred.
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Notes to the Consolidated Financial Statements (continued)
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1.

75 R b A ()

Significant Accounting Policies (continued)

(i)

()

Leased assets (continued)

Leasehold land and building

When a lease includes both land and building elements,
the group assesses the classification of each element as a
finance or an operating lease separately based on the
assessment as to whether substantially all the risks and
rewards incidental to ownership of each element have
been transferred to the group, unless it is clear that both
elements are operating leases in which case the entire
lease is classified as an operating lease. Specifically, the
minimum lease payments (including any lump-sum
upfront payments) are allocated between the land and the
building elements in proportion to the relative fair values
of the leasehold interests in the land element and building
element of the lease at the inception of the lease.

To the extent the allocation of the lease payments can be
made reliably, interest in leasehold land that is accounted
for as an operating lease is presented as ‘‘prepaid lease
payments” in the consolidated statement of financial
position and is amortised over the lease term on a
straight-line basis except for those that are classified and
accounted for as investment properties under the fair
value model. When the lease payments cannot be
allocated reliably between the land and building elements,
the entire lease is generally classified as a finance lease.

Impairment of assets

(i)  Impairment of receivables
Objective evidence of impairment includes
observable data that comes to the attention of the
group about one or more of the following loss
events.

— significant financial difficulty of the debtor;

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

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

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

— a significant or prolonged decline in the fair
value of an investment in an equity instrument
below its cost.
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Notes to the Consolidated Financial Statements (continued)
e M ERERME(E)
(Expressed in Hong Kong dollars unless otherwise indicated) (F& BB ERASN @ A TTHIR)

1. Significant Accounting Policies (continued) 1. FETEHRE(E)
() Impairment of assets (continued) () EERMEGE
(i)  Impairment of receivables (continued) (i) EWFERE(E)
If any such evidence exists, any impairment loss is MFEEMERE - AERAT
determined and recognised as follows: 77 A ETE K HE R AERRE &

1’

108

For trade and other current receivables and
other financial assets carried at amortised cost,
the impairment loss is measured as the
difference between the asset’s carrying
amount and the present value of estimated
future cash flows, discounted at the financial
asset’s original effective interest rate (i.e. the
effective interest rate computed at initial
recognition of these assets), where the effect
of discounting is material. This assessment is
made collectively where these financial assets
share similar risk characteristics, such as similar
past due status, and have not been individually
assessed as impaired. Future cash flows for
financial assets which are assessed for
impairment collectively are based on historical
loss experience for assets with credit risk
characteristics similar to the collective group.

If in a subsequent period the amount of an
impairment loss decreases and the decrease
can be linked objectively to an event occurring
after the impairment loss was recognised, the
impairment loss is reversed through profit or
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loss. A reversal of an impairment loss shall not BB 2 B NS EEHE
result in the asset’s carrying amount exceeding EZEREBBNEF

that which would have been determined had
no impairment loss been recognised in prior
years.
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Notes to the Consolidated Financial Statements (continued)
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1.

75 R b A ()

Significant Accounting Policies (continued)
Impairment of assets (continued)

()

(0]

(ii)

Impairment of receivables (continued)

Impairment losses are written off against the
corresponding assets directly, except for impairment
losses recognised in respect of trade debtors and
bills receivable included within trade and other
receivables, whose recovery is considered doubtful
but not remote. In this case, the impairment losses
for doubtful debts are recorded using an allowance
account. When the group is satisfied that recovery is
remote, the amount considered irrecoverable is
written off against trade debtors and bills receivable
directly and any amounts held in the allowance
account relating to that debt are reversed.
Subsequent recoveries of amounts previously
charged to the allowance account are reversed
against the allowance account. Other changes in
the allowance account and subsequent recoveries of
amounts previously written off directly are
recognised in profit or loss.

Impairment of other assets

Internal and external sources of information are
reviewed at the end of each reporting period to
identify indications that the following assets may be
impaired or, except in the case of goodwill, an
impairment loss previously recognised no longer
exists or may have decreased:

property, plant and equipment;

pre-paid interests in leasehold land classified
as being held under an operating lease; and

investments in subsidiaries in the company’s
statement of financial position.

If any such indication exists, the asset’s recoverable
amount is estimated. In addition, for goodwill,
intangible assets that are not yet available for use
and intangible assets that have indefinite useful
lives, the recoverable amount is estimated annually
whether or not there is any indication of
impairment.

1.

B
i

BIABTTINR)

FESHBE ()
&EERE(H)

()

(i)

(ii)

zit (RE) FRAF [ ZE—EFFEH

FE s SRR R E (4]
MEBBREENBAREET
Wi - R R SRR
K E A EUWGRIAH 2 B 5 &
Yo ARk K e W R 4 2 AT I ]
T B AR A% B DA TR R 3 3R DR
FEM - gL EFER ZBEE
BRI ERBRT - R
ZRAE B R LA B B BR AT 8%
EAKEERELO 2 HE
- EL OB - RIARAR 3 AT
WEEHEEHEENLE SR
AN EWREDME - m
ERERTRZEGRE
E 28T LAREM o fir Al
FPARBRR 2 FIAEH R I
B - Al B8 SR IR 5 45 AR I
O - BiEhk e HthEe) L H
18 Y 131 55 B B 4% W 6 2 3R0R
BN BEER -

Hitv B ERE

AEBESESREHREHN
AERINTREFRL - AR
BEPRBRATEE (B8
BRSI) BT BE Hi 2R R (B 3% 5 Al
RZBEBRD THFESL
AR

W - RS AR

SEBRIBITERES
Bz BMEELE
%R

RRBABIRREZA Z
RIMBARZIRE °

WFERBIS - AlfhET &
HEEZARE 2 8- it
SN GREE - R A A
ZEVEENERERAE
RERZEBLEEMNS T
meEnAEARETR 5
AEFMEATKEEE

109



Notes to the Consolidated Financial Statements (continued)

e MR M (8)
(Expressed in Hong Kong dollars unless otherwise indicated) (F& BB ERASN @ A TTHIR)

1. Significant Accounting Policies (continued)
Impairment of assets (continued)
Impairment of other assets (continued)

()

110

(ii)

Calculation of recoverable amount

The recoverable amount of an asset is the
greater of its fair value less costs of disposal
and value in use. In assessing value in use, the
estimated future cash flows are discounted to
their present value using a pre-tax discount
rate that reflects current market assessments
of the time value of money and the risks
specific to the asset. Where an asset does not
generate cash inflows largely independent of
those from other assets, the recoverable
amount is determined for the smallest group
of assets that generates cash inflows
independently (i.e. a cash-generating unit).

Recognition of impairment losses

An impairment loss is recognised in profit or
loss if the carrying amount of an asset, or the
cash-generating unit to which it belongs,
exceeds its recoverable amount. Impairment
losses recognised in respect of cash-generating
units are to reduce the carrying amount of the
other assets in the unit (or group of units) on
a pro rata basis, except that the carrying value
of an asset will not be reduced below its
individual fair value less costs of disposal (if
measurable) or value in use (if determinable).

Reversals of impairment losses

In respect of assets other than goodwill, an
impairment loss is reversed if there has been a
favourable change in the estimates used to
determine the recoverable amount. An
impairment loss in respect of goodwill is not
reversed.

A reversal of an impairment loss is limited to
the asset’s carrying amount that would have
been determined had no impairment loss been
recognised in prior years. Reversals of
impairment losses are credited to profit or loss
in the year in which the reversals are
recognised.
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Notes to the Consolidated Financial Statements (continued)
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1.

Significant Accounting Policies (continued)
Impairment of assets (continued)

()

(k)

(iii)

Interim financial reporting and impairment

Under the Rules Governing the Listing of Securities
on the Stock Exchange of Hong Kong Limited, the
group is required to prepare an interim financial
report in compliance with HKAS 34, Interim financial
reporting, in respect of the first six months of the
financial year. At the end of the interim period, the
group applies the same impairment testing,
recognition, and reversal criteria as it would at the
end of the financial year (see notes 1(j)(i) and (ii)).

Impairment losses recognised in an interim period in
respect of goodwill, available-for-sale equity
securities and unquoted equity securities carried at
cost are not reversed in a subsequent period. This is
the case even if no loss, or a smaller loss, would
have been recognised had the impairment been
assessed only at the end of the financial year to
which the interim period relates. Consequently, if
the fair value of an available-for-sale equity security
increases in the remainder of the annual period, or
in any other period subsequently, the increase is
recognised in other comprehensive income and not
profit or loss.

Inventories

Inventories in respect of property development activities
are carried at the lower of cost and net realisable value.
Cost and net realisable values are determined as follows:

Property held for sale and under development for
sale

The cost of properties under development for sale
comprises specifically identified cost, including the
acquisition cost of land, aggregate cost of
development, materials and supplies, wages and
other direct expenses, an appropriate proportion of
overheads and borrowing costs capitalised (see note
1(u)). Net realisable value represents the estimated
selling price less estimated costs of completion and
costs to be incurred in selling the property.
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Notes to the Consolidated Financial Statements (continued)
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1. Significant Accounting Policies (continued)

(k)

)

(m)

(n)

112

Inventories (continued)

—  Completed property held for sale
In the case of completed properties developed by
the group, cost is determined by apportionment of
the total development costs for that development
project, attributable to the unsold properties. Net
realisable value represents the estimated selling
price less costs to be incurred in selling the property.

The cost of completed properties held for sale
comprises all costs of purchase, costs of conversion
and other costs incurred in bringing the inventories
to their present location and condition.

Trade and other receivables

Trade and other receivables are initially recognised at fair
value and thereafter stated at amortised cost using the
effective interest method, less allowance for impairment
of doubtful debts (see note 1(j)(i)), except where the
receivables are interest-free loans made to related parties
without any fixed repayment terms or the effect of
discounting would be immaterial. In such cases, the
receivables are stated at cost less allowance for
impairment of doubtful debts.

Interest-bearing borrowings

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

Trade and other payables

Trade and other payables are initially recognised at fair
value. Trade and other payables are subsequently stated
at amortised cost unless the effect of discounting would
be immaterial, in which case they are stated at cost.
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Notes to the Consolidated Financial Statements (continued)
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(Expressed in Hong Kong dollars unless otherwise indicated) (& BA AN - BHABTHIR)

1.

Significant Accounting Policies (continued)

(o)

(p)

(a)

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on
hand, demand deposits with banks and other financial
institutions, and short-term, highly liquid investments that
are readily convertible into known amounts of cash and
which are subject to an insignificant risk of changes in
value, having been within three months of maturity at
acquisition. Bank overdrafts that are repayable on demand
and form an integral part of the group’s cash
management are also included as a component of cash
and cash equivalents for the purpose of the consolidated
cash flow statement.

Employee benefits

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

Income tax

Income tax for the year comprises current tax and
movements in deferred tax assets and liabilities. Current
tax and movements in deferred tax assets and liabilities
are recognised in profit or loss except to the extent that
they relate to items recognised in other comprehensive
income or directly in equity, in which case the relevant
amounts of tax are recognised in other comprehensive
income or directly in equity, respectively.

Current tax is the expected tax payable on the taxable
income for the year, using tax rates enacted or
substantively enacted at the end of the reporting period,
and any adjustment to tax payable in respect of previous
years.

Deferred tax assets and liabilities arise from deductible
and taxable temporary differences respectively, being the
differences between the carrying amounts of assets and
liabilities for financial reporting purposes and their tax
bases. Deferred tax assets also arise from unused tax
losses and unused tax credits.
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Notes to the Consolidated Financial Statements (continued)

e MR M (8)
(Expressed in Hong Kong dollars unless otherwise indicated) (F& BB ERASN @ A TTHIR)

1. Significant Accounting Policies (continued)

(a)

114

Income tax (continued)

All deferred tax liabilities, and all deferred tax assets to the
extent that it is probable that future taxable profits will be
available against which the asset can be utilised, are
recognised. Future taxable profits that may support the
recognition of deferred tax assets arising from deductible
temporary differences include those that will arise from
the reversal of existing taxable temporary differences,
provided those differences relate to the same taxation
authority and the same taxable entity, and are expected
to reverse either in the same period as the expected
reversal of the deductible temporary difference or in
periods into which a tax loss arising from the deferred tax
asset can be carried back or forward. The same criteria are
adopted when determining whether existing taxable
temporary differences support the recognition of deferred
tax assets arising from unused tax losses and credits, that
is, those differences are taken into account if they relate
to the same taxation authority and the same taxable
entity, and are expected to reverse in a period, or periods,
in which the tax loss or credit can be utilised.

Where investment properties are carried at their fair value
in accordance with the accounting policy set out in note
1(g), the amount of deferred tax recognised is measured
using the tax rates that would apply on sale of those
assets at their carrying value at the reporting date unless
the property is depreciable and is held within a business
model whose objective is to consume substantially all of
the economic benefits embodied in the property over
time, rather than through sale. In all other cases, the
amount of deferred tax recognised is measured based on
the expected manner of realisation or settlement of the
carrying amount of the assets and liabilities, using tax
rates enacted or substantively enacted at the end of the
reporting period. Deferred tax assets and liabilities are not
discounted.

The carrying amount of a deferred tax asset is reviewed at
the end of each reporting period and is reduced to the
extent that it is no longer probable that sufficient taxable
profits will be available to allow the related tax benefit to
be utilised. Any such reduction is reversed to the extent
that it becomes probable that sufficient taxable profits will
be available.
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Notes to the Consolidated Financial Statements (continued)
A M ERERMEE(E)
(Expressed in Hong Kong dollars unless otherwise indicated) (& BA AN - BHABTHIR)

1. Significant Accounting Policies (continued) 1. FESERE(E)

(@) Income tax (continued) (q) FrB# (&)
Current tax balances and deferred tax balances, and BUHATH I8 45 A BLIR AE TR TR 45 fR IR H
movements therein, are presented separately from each EHBEBE7 0 BT o BNHEA
other and are not offset. Current tax assets are offset B EEHPIEAT A A EIA RIELE
against current tax liabilities, and deferred tax assets HIEEERREEHBEEEISERN
against deferred tax liabilities, if the company or the group DA HAE E G A TE A] ok 1 THE
has the legally enforceable right to set off current tax FICARN BRI & EE L SHEN BT IE &
assets against current tax liabilities and the following & - WERFE A TN GREZIBR
additional conditions are met: T - FRAEE K ¢
— in the case of current tax assets and liabilities, the — WBANEHEEEREE
company or the group intends either to settle on a A B S ANE B E R TR A
net basis, or to realise the asset and settle the ELE NEISEIRZEE
liability simultaneously; or REEZAE 5
— in the case of deferred tax assets and liabilities, if — WMBEEHREEERERE
they relate to income taxes levied by the same i =R — RIS BT A T
taxation authority on either: B - FEHAR
—  the same taxable entity; or — [R—ERERERE =X
—  different taxable entities, which, in each future — TRERHERE  BE
period in which significant amounts of EHBEERSE R
deferred tax liabilities or assets are expected to HEaEEEATE
be settled or recovered, intend to realise the Bk Al e [al 2 & KK EA
current tax assets and settle the current tax M HEOFRRE LR A
liabilities on a net basis or realise and settle HARE I & E OB (B RV HR
simultaneously. HIBEE - KERER

BIEARL I8 & B I (B BT
HIBRAE
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Notes to the Consolidated Financial Statements (continued)
A M ERERMEE (&)

(Expressed in Hong Kong dollars unless otherwise indicated) (Bk5&zERAIN

1. Significant Accounting Policies (continued)
Financial guarantees issued, provisions and
contingent liabilities

(r)

116

(i)

Financial guarantees issued

Financial guarantees are contracts that require the
issuer (i.e. the guarantor) to make specified
payments to reimburse the beneficiary of the
guarantee (the “holder”) for a loss the holder incurs
because a specified debtor fails to make payment
when due in accordance with the terms of a debt
instrument.

Where the group issues a financial guarantee, the
fair value of the guarantee is initially recognised as
deferred income within trade and other payables.
The fair value of financial guarantees issued at the
time of issuance is determined by reference to fees
charged in an arm’s length transaction for similar
services, when such information is obtainable, or is
otherwise estimated by reference to interest rate
differentials, by comparing the actual rates charged
by lenders when the guarantee is made available
with the estimated rates that lenders would have
charged, had the guarantees not been available,
where reliable estimates of such information can be
made. Where consideration is received or receivable
for the issuance of the guarantee, the consideration
is recognised in accordance with the group’s policies
applicable to that category of asset. Where no such
consideration is received or receivable, an immediate
expense is recognised in profit or loss on initial
recognition of any deferred income.

The amount of the guarantee initially recognised as
deferred income is amortised in profit or loss over
the term of the guarantee as income from financial
guarantees issued. In addition, provisions are
recognised in accordance with note 1(p)(ii) if and
when (i) it becomes probable that the holder of the
guarantee will call upon the group under the
guarantee, and (ii) the amount of that claim on the
group is expected to exceed the amount currently
carried in trade and other payables in respect of that
guarantee i.e. the amount initially recognised, less
accumulated amortisation.
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Notes to the Consolidated Financial Statements (continued)

e SR M ()
(Expressed in Hong Kong dollars unless otherwise indicated) (& BA AN - BHABTHIR)

1. Significant Accounting Policies (continued)
Financial guarantees issued, provisions and
contingent liabilities (continued)

(r)

(s)

(i)

Other provisions and contingent liabilities
Provisions are recognised for other liabilities of
uncertain timing or amount when the group or the
company has a legal or constructive obligation
arising as a result of a past event, it is probable that
an outflow of economic benefits will be required to
settle the obligation and a reliable estimate can be
made. Where the time value of money is material,
provisions are stated at the present value of the
expenditure expected to settle the obligation.

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

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable. Provided it is probable that the
economic benefits will flow to the group and the revenue
and costs, if applicable, can be measured reliably, revenue
is recognised in profit or loss as follows:

(i)

Sale of properties

Revenue arising from the sale of properties held for
sale is recognised upon the later of the signing of
the sale and purchase agreement and the
completion of the properties, which is taken to be
the point in time when the risks and rewards of
ownership of the property have passed to the buyer.
Deposits and instalments received on properties sold
prior to the date of revenue recognition are included
in the statement of financial position under forward
sales deposits and instalments received.
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Notes to the Consolidated Financial Statements (continued)

e MR M (8)
(Expressed in Hong Kong dollars unless otherwise indicated) (F& BB ERASN @ A TTHIR)

1. Significant Accounting Policies (continued)

(s)

()

118

Revenue recognition (continued)

(ii)  Rental income from operating leases
Rental income receivable under operating leases is
recognised in profit or loss in equal instalments over
the periods covered by the lease term, except where
an alternative basis is more representative of the
pattern of benefits to be derived from the use of the
leased asset. Lease incentives granted are recognised
in profit or loss as an integral part of the aggregate
net lease payments receivable. Contingent rentals
are recognised as income in the accounting period
in which they are earned.

(iii) Dividends

— Dividend income from listed investments is
recognised when the share price of the
investment goes ex-dividend.

—  Dividend income from unlisted investments is
recognised when the shareholder’s right to
receive payment is established.

(iv) Interestincome
Interest income is recognised as it accrues using the
effective interest method.

Translation of foreign currencies

The functional currency of the company and its principal
subsidiaries is Renminbi (“RMB") while the consolidated
financial statements are presented in Hong Kong dollars
("HK$"), which the management of the group considered
is more beneficial for the users of the consolidated
financial statements.

Foreign currency transactions during the year are
translated at the foreign exchange rates ruling at the
transaction dates. Monetary assets and liabilities
denominated in foreign currencies are translated at the
foreign exchange rates ruling at the end of the reporting
period. Exchange gains and losses are recognised in profit
or loss.

Non-monetary assets and liabilities that are measured in
terms of historical cost in a foreign currency are translated
using the foreign exchange rates ruling at the transaction
dates. Non-monetary assets and liabilities denominated in
foreign currencies that are stated at fair value are
translated using the foreign exchange rates ruling at the
dates the fair value was measured.
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1.

Significant Accounting Policies (continued)

(t)

(u)

(v)

Translation of foreign currencies (continued)

The results of foreign operations are translated into Hong
Kong dollars at the exchange rates approximating the
foreign exchange rates ruling at the dates of the
transactions. Statement of financial position items are
translated into Hong Kong dollars at the closing foreign
exchange rates at the end of the reporting period. The
resulting exchange differences are recognised in other
comprehensive income and accumulated separately in
equity in the exchange reserve.

On disposal of a foreign operation, the cumulative
amount of the exchange differences relating to that
foreign operation is reclassified from equity to profit or
loss when the profit or loss on disposal is recognised.

Borrowing costs

Borrowing costs that are directly attributable to the
acquisition, construction or production of an asset which
necessarily takes a substantial period of time to get ready
for its intended use or sale are capitalised as part of the
cost of that asset. Other borrowing costs are expensed in
the period in which they are incurred.

The capitalisation of borrowing costs as part of the cost of
a qualifying asset commences when expenditure for the
asset is being incurred, borrowing costs are being incurred
and activities that are necessary to prepare the asset for
its intended use or sale are in progress. Capitalisation of
borrowing costs is suspended or ceases when substantially
all the activities necessary to prepare the qualifying asset
for its intended use or sale are interrupted or complete.

Related parties
(@ A person, or a close member of that person’s family,
is related to the group if that person:

(i) has control or joint control over the group;

(ii)

has significant influence over the group; or

(iii)

is a member of the key management
personnel of the group or the group’s parent.
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1.

120

Significant Accounting Policies (continued)
(v) Related parties (continued)

An entity is related to the group if any of the
following conditions applies:

(b)

(i

(ii)

(iii)

(iv)

(vi)

(vii)

(viii)

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

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

Both entities are joint ventures of the same
third party.

One entity is a joint venture of a third entity
and the other entity is an associate of the third
entity.

The entity is a post-employment benefit plan
for the benefit of employees of either the
group or an entity related to the group.

The entity is controlled or jointly controlled by
a person identified in (a).

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

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

Close members of the family of a person are those family
members who may be expected to influence, or be
influenced by, that person in their dealings with the entity.
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Notes to the Consolidated Financial Statements (continued)
iRE RIS R M AT (&)
(Expressed in Hong Kong dollars unless otherwise indicated) (& BA AN - BHABTHIR)

1. Significant Accounting Policies (continued)

(w)

Segment reporting

Operating segments, and the amounts of each segment
item reported in the financial statements, are identified
from the financial information provided regularly to the
group’s most senior executive management for the
purposes of allocating resources to, and assessing the
performance of, the group’s various lines of business and
geographical locations.

Individually material operating segments are not
aggregated for financial reporting purposes unless the
segments have similar economic characteristics and are
similar in respect of the nature of products and services,
the nature of production processes, the type or class of
customers, the methods used to distribute the products or
provide the services, and the nature of the regulatory
environment. Operating segments which are not
individually material may be aggregated if they share a
majority of these criteria.

2. Accounting Judgement and Estimates

(a)

Critical accounting judgements in applying the
group’s accounting policies

In the process of applying the group’s accounting policies,
management has made the accounting judgements to the
deferred taxation on investment properties.

For the purpose of measuring deferred tax liabilities arising
from investment properties that are measured using the
fair value model, the directors of the company have
reviewed the group’s investment property portfolio and
concluded that the group’s investment properties are not
held under a business model whose objective is to
consume substantially all of the economic benefits
embodied in the investment properties over time.
Therefore, in determining the group’s deferred taxation
on investment properties, the directors of the company
have determined that the presumption that the carrying
amounts of investment properties measured using fair
value model are recovered entirely through sale is not
rebutted. The group has recognised deferred taxes of
approximately $146,020,000 (2016: $147,461,000) on
changes in fair value of the investment properties situated
in Mainland China as those properties are subject to land
appreciation taxes and corporate income taxes upon
disposal as appropriate. No deferred tax has been
recognised on changes in fair value of investment
properties situated in Hong Kong as it is not expected to
have tax consequence upon disposal of these properties.
The deferred tax liabilities in respect of land appreciation
taxes in Mainland China are determined based on
valuations of the investment properties performed by
independent professional valuers and on the assumption
that the values are the actual proceeds to be received
from the sale of these properties. Any change in the
business model of the group for those investment
properties would affect the carrying amount of deferred
tax liabilities to be recognised and hence net profit in
future years.
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Notes to the Consolidated Financial Statements (continued)

e MR M (8)
(Expressed in Hong Kong dollars unless otherwise indicated) (F& BB ERASN @ A TTHIR)

2. Accounting Judgement and Estimates
(continued)

(b)

122

Sources of estimation uncertainty

Notes 11 and 26 contain information about the
assumptions and their risk factors relating to valuation of
investment property and financial instruments. Other key
sources of estimation uncertainty are as follows:

(i) Income tax

Deferred tax assets in respect of tax losses and other
deductible temporary differences carried forward
are recognised and measured based on the expected
manner of realisation or settlement of the carrying
amount of the assets, using tax rates enacted or
substantively enacted at the end of the reporting
period. In determining the carrying amounts of
deferred tax assets, expected taxable profits are
estimated which involves a number of assumptions
relating to the operating environment of the group
and require a significant level of judgement
exercised by the directors. Any change in such
assumptions and judgement would affect the
carrying amounts of deferred tax assets to be
recognised and hence the net profit in future years.

(ii) Investment properties

As described in note 11, the fair value of the group’s
investment properties situated in Hong Kong and
Mainland China at 31 December 2017 had been
arrived at based on a valuation carried out at that
date by Cushman & Wakefield Limited (formerly
known as “DTZ Cushman & Wakefield Limited”), an
independent professional valuer. The fair value of
the group’s investment properties at 31 December
2017 was arrived at based on direct comparison
method assuming sales of each of the properties in
its existing state and by making reference to
comparable sales evidence of similar nature
properties as available in the relevant market.

At 31 December 2017, the carrying amount of the
group’s investment properties are $718,260,000
(2016: $631,416,000). By relying on the valuation
reports of the independent professional valuers, the
management has exercised its judgment and is
satisfied that the method of valuation is reflective of
the market conditions prevailing at the end of each
reporting period. Any changes in the market
conditions will affect the fair value of the investment
properties of the group.
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Notes to the Consolidated Financial Statements (continued)
iRE RIS R M AT (&)
(Expressed in Hong Kong dollars unless otherwise indicated) (& BA AN - BHABTHIR)

2.

Accounting Judgement and Estimates

(continued)

(b) Sources of estimation uncertainty (continued)

(iii) Properties under development and prepaid lease

payments
As described in notes 13 and 14, the carrying amounts
of properties under development and prepaid lease
payments at 31 December 2017 were $132,375,000
(2016: $122,668,000) and $591,573,000 (2016:
$564,314,000) respectively. As at the date of this
report, the group had not yet received the final
approval on the planning design scheme from the
relevant PRC government authorities and development
of this property development project was delayed.

Determining whether properties under development
and prepaid lease payments are impaired requires
an estimation of the recoverable amount of the
cash-generating unit, which is the higher of the
value in use or fair value less costs of disposal. The
fair value less costs of disposal of the properties
under development and prepaid lease payments at
31 December 2017 has been arrived based on a
valuation carried out at that date by Cushman &
Wakefield Limited, an independent professional
valuer, based on direct comparison method
assuming sales of the property in its existing state
and by making reference to comparable sales
evidence of similar nature properties as available in
the relevant market.

Segment Reporting

Operating segment

The group’s operating activities are attributable to a single
operating segment focusing on property development and
property investment. This operating segment has been identified
on the basis of internal management reports prepared in
accordance with accounting policies conform with HKFRS 8,
that are regularly reviewed by the chief operating decision
maker ("CODM") (i.e. the executive directors of the company).
The CODM regularly reviews property portfolio by locations and
considers them as one single operating segment since all
properties, including those situated in Hong Kong and Mainland
China, are held by the group for capital appreciation and
development. No revenue analysis, operating results or other
discrete financial information is available for the assessment of
performance of the respective locations.

2.

ER(EE)BRAT | —B—CFFR

BT R 4 et (68)
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(b)
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Notes to the Consolidated Financial Statements (continued)
e M ERERME(E)

(Expressed in Hong Kong dollars unless otherwise indicated) (F& BB ERASN @ A TTHIR)

3. Segment Reporting (continued) 3. SHEEE(E)
Geographical information EEER
Information about the group’s non-current assets is presented AREERZRMBOMEI D WIERHEES
base on the geographical location of the assets as follows: BN -
2017 2016
—E—tF | ZE—RF
$'000 $'000
T T
Hong Kong & 46,285 41,529
PRC s 1,403,001 1,261,001
1,449,286 1,302,530
4. OtherIncome 4, Hftulfs
2017 2016
=E—tF | =KX
$'000 $:000
T Tt
Net exchange gain M 5 W 2 R 14,095 26,599
Project management income HHEBRA 7,230 13,490
Miscellaneous income FETAU A 287 429
21,612 40,518
5. NetInvestment Income/(Loss) 5. BRBFWA (E8)
2017 2016
—E—tF | ZE—RF
$°'000 $'000
T T
Interest income on bank deposits RITERZ MEMA 3,856 6,087
Dividend income from financial assets at fair ZAFEFAIER I CRIEE
value through profit or loss Z R BUA 4,590 509
Change in fair value on derivative financial ~ T4 4R TEM A FEZE)
instruments (15,308) -
Change in fair value of financial instruments: &g T B~ AT EEE) :
— Listed equity securities in Hong Kong — BB LTRE 33,777 (3,616)
— Unlisted equity investment — FEEMRARE - (29,075)
26,915 (26,095)
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Notes to the Consolidated Financial Statements (continued)
A M ERERMEE (E)
(Expressed in Hong Kong dollars unless otherwise indicated) (& BA AN - BHABTHIR)

6. MRBIEIR
BBLAIEIRE R (GIA) THIRR :

6. Loss Before Taxation
Loss before taxation is arrived at after charging/(crediting):

(a) Finance costs (a) BERKAS
2017 2016
—E—+F | ZE—KF
$'000 $'000
F F7
Interest on borrowings from financial DRI KA S
institutions 144 -
Interest on bonds B E 11,506 =
Interest on loans from a related party BB 5 B A B 30,027 -
41,677 -
(b) Staff costs (b) BIRZAE
2017 2016
—E—+F | ZE—KRF
$'000 $'000
F F7
Salaries, wages and other benefits Fe  TERHMEFR 15,533 20,069
Retirement benefits scheme contributions R (K18 FIET 2 2 3k 749 819
16,282 20,888
Hong Kong BE

The group participates in a defined contribution scheme
under Mandatory Provident Fund Scheme (“MPF
Scheme”). For members of the MPF Scheme, both the
group and the employee contribute 5% of the employee’s
relevant income to the Scheme according to the MPF
ordinance.

Mainland China

The employees of the group in the Mainland China are
members of state-managed retirement benefit schemes
operated by the respective local governments in relevant
jurisdictions. The group is required to contribute and
recognise a specified percentage of payroll costs to the
schemes to fund the benefits. The only obligations of the
group with respect to these schemes are to make the
specified contributions and recognise the respective
retirement pay in accordance with terms set out in the
schemes and relevant jurisdiction requirements.

RRIEIR (RE) BRAR | ZB—EFEER

AEE2EBHIERTREREE (58
BEatEl ) IE T 2 ERHRETE o
tERaEE 8K E - RIBBRES
Bl - ANEE K BB 15k 816
A% 5% [FIzaT &K -

REI Rt
AEBE 2 R EAMES SIEEEE
R BT BT 28 2 BIRE IR
RN B 2K E - NEBBILH
AR ZHEE B O L FR KRR R
SIHER RAE L S fem R HRIR
@A o REBBNZFRIEH G
ZMME—RERFERIEEZHZRL
AR BT &I P B R AN B B8 A
AEEBNERZEBERARTE -
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Notes to the Consolidated Financial Statements (continued)
Re IR (&)
(Expressed in Hong Kong dollars unless otherwise indicated) (F& BB ERASN @ A TTHIR)

6. Loss Before Taxation (continued) 6. MAIEIE (&)
(c) Otheritems () HAMIEHE
2017 2016
—E—+tF | ZE—RX
$'000 $'000
Tt Tt
Auditors’ remuneration % EREN N &
— Audit service — EE RS 1,080 509
— Non-audit services — BT RT 1,284 300
Operating lease charges in respect of BRAMEZKEHET H
properties 1,602 1,038
Amortisation of prepaid lease payments  TE{ 78 & s IEEE 8 (FizE 14)
(note 14) 16,790 16,500
Less: Amount capitalised in properties B BERPMEBENMEEEE
under development - (8,062)
16,790 8,438

7. Income Taxin the Consolidated Statementof 7. fFeEEREMEEIKESERM

Profit or Loss and Other Comprehensive RZFrsiR
Income
(@) Taxation in the consolidated statement of profit or () HMEBBERARZHES :
loss represents:
2017 2016
—B—tE | —T—KF
$'000 $000
Fr T
Current tax BN EA®E 1E
Withholding tax expense BHHES 246 265
Deferred tax EELEHRIE
Origination and reversal of temporary Eiy =R 2 B A R HEE
differences (13,112) -
(12,866) 265

1 26 Sansheng Holdings (Group) Co. Ltd. / Annual Report 2017



Notes to the Consolidated Financial Statements (continued)
A M ERERMEE(E)

(Expressed in Hong Kong dollars unless otherwise indicated) (& BA AN - BHABTHIR)

GERSREMEZEBR KM
TZFRR (&)

SARBRIRZBES -
(40

7. Income Taxin the Consolidated Statementof 7.
Profit or Loss and Other Comprehensive

Income (continued)
(@) Taxation in the consolidated statement of profit or (a)
loss represents: (continued)

(i)

(ii)

(iii)

(iv)

Pursuant to the rules and regulations of the Cayman
Islands and the British Virgin Islands (“BVI”), the
group is not subject to any income tax in the
Cayman Islands and the BVI.

The provision for Hong Kong Profits Tax for 2017 is
calculated at 16.5% (2016: 16.5%) of the estimated

(i)

REFASHEEMNABER R
HE(RBERARESE ] Z
AR R - ANE B BA!
MRASEE REBERRE
SZ EFIMEH -

—ELFEENERER
BFERNGBTERB G 2

assessable profits for the year. No provision for 16.5% = =z = N O
Hong Kong Profits Tax has been made in the 16.5%) 5t & °Fﬂﬁ¢$%@ﬁﬁ
consolidated financial statements as the group has EFEYBEERBEN - 8

no assessable profit for both years.

The provision for corporate income tax (“CIT") is
calculated based on the estimated taxable income at
the rates applicable to subsidiaries of the group in
Mainland China. The income tax rates applicable are
25% (2016: 25%). No provision for CIT has been
made in the consolidated financial statements as the
group has no assessable profit for the current year.

Withholding tax represents tax on interest income
received from a subsidiary in Mainland China at 7%
(2016: 7%) of the amount received.

PRC Land Appreciation Tax (“LAT") is levied on
properties developed by the group for sale, at
progressive rates ranging from 30% to 60% on the
appreciation of land value, which under the
applicable regulations is calculated based on the
proceeds of sales of properties less deductible
expenditures including lease charges of land use
rights, borrowing costs and relevant property
development expenditures.

(iii)

(v)

RRIEIR (RE) BRAR | ZB—EFEER

B L AR & M IS SRR M
BRMEBIELEE -

TEMEHR(LEMER D
BEDRERAEBEFER
M B A R E A2 RS
ZIEETERH W AGTE - &
BAREHMERE%(ZF
—7NEF 1 25%) c AR AKE
AN JE N FE SR B F -
UL A M SRR P ER
EASRIELEE -

FEHHABBPBE AL —R
M8~ R AT URER 2 ) B U A
ZHIE BEAEEREMK
BeBE27%(—F—/R4F:
7%) °

AEBHEMBER ZMER
4 (BB L I8 A30% &
60% 7 BT RGN B+
I ER ([ LB ER ) -
RIEBBAEG - LHIBER
Toi% & ) 2 BT 15 2B R AT
MBFAS (BRIt AEY
EYH - EERARBEED
HEEREAL)FE -
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Notes to the Consolidated Financial Statements (continued)
Re IR (&)
(Expressed in Hong Kong dollars unless otherwise indicated) (F& BB ERASN @ A TTHIR)

7. Income Taxin the Consolidated Statementof 7. ESELSREMZEKEERNR

Profit or Loss and Other Comprehensive TZHhEBHR(iE)
Income (continued)
(b) Reconciliation between tax (credit)/expense and (b) BIB(E®R) HIERBAB
accounting loss at applicable tax rates: REHZEFEHEEHERENT @
2017 2016
—E—LtF | —ZZE—RF
$'000 $'000
Ft T
Loss before taxation AT ET R (12,951) (30,750)
Notional tax calculated at applicable ZEAEE R RBEAMEH X
income tax rate of the relevant group FERNEZETHE
entities concerned (5.279) (7.687)
Tax effect of non-deductible expenses PAEIAS 2 B2 1,082 14,952
Tax effect of non-taxable income HBERBUWA 2 T i5 s 2 (3,755) (8,888)
Tax effect of unused tax losses not RIERABRATIBEEEZ
recognised s & 17,414 2,510
Deferred LAT on revaluation of EHREMEZRLE LT
investment properties 2 (EF 6,208 -
Utilisation of previously unrecognised FRBERERZFIAEE
tax losses (28,091) =
Withholding tax TEH 246 265
Others Hi (691) (887)
Actual tax (credit)/expense EEMIE(KE) FX (12,866) 265
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Notes to the Consolidated Financial Statements (continued)
A M ERERMEE(E)
(Expressed in Hong Kong dollars unless otherwise indicated) (& BA AN - BHABTHIR)

8. Directors’ Emoluments 8. EXM&
Directors’ emoluments disclosed pursuant to section 383(1) of RIBE SR aHEHEE 383(1) & KA A (3
the Hong Kong Companies Ordinance and Part 2 of the BESEIRERME_HHECES
Companies (Disclosure of Information about Benefits of T :

Directors) Regulation are as follows:

Salaries,
allowances Retirement
Directors'  and benefits Discretionary scheme
fees in kind bonuses contributions 2017 Total
2R Bf  ZB-t%
ESHe REVAE HETAL HEL st
Note $'000 $'000 $'000 $'000 $'000
HizE r Fr Fr Tr Fr
Executive directors HTESE
Mr. Lin Rongbin MRELE @ - 768 - 12 780
Ms. Cheng Xuan 2t @) - 960 - 12 972
Mr. Lau Kam Sen 2SR %E (b) I'y) 715 - 8 765
Ms. Chan Siu Chun, Candy ~ BA%/MA (b) Ly) 700 - 8 750
Non-executive directors FHITES
Mr. Xiao Zhong HRLE @ 115 - - - 115
Mr. Xu Jianwen ks @) 115 - - - 115
Mr. Lau Luen Hung, Thomas 2|8t %4 (b) Iy) - - = I'y]
Mr. Wong Man Hoi T8k (b) Y] - = - n
Independent non-executive BIUFHTES
directors
Mr. Pan Dexiang BERLE (@) 115 > - - 115
Mr. Zhong Bin Sk (a) 115 - - - 115
Mr. Yuan Chun RERE (@ 115 = = = 115
Mr. Lam Siu Lun, Simon kB E (b) 1Y) - - - Iy)
Mr. Robert Charles Nicholson  Robert Charles Nicholson
it (b) Y] - - - Y]
Mr. Wong Kun Kau EEREE (b) 'y} - - - )
869 3,143 - 40 4,052
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Notes to the Consolidated Financial Statements (continued)
e M ERERME(E)
(Expressed in Hong Kong dollars unless otherwise indicated) (F& BB ERASN @ A TTHIR)

8. Directors’ Emoluments (continued) 8. EFM& (&)
Salaries,
allowances Retirement
Directors’ ~ and benefits  Discretionary scheme
fees in kind bonuses  contributions 2016 Total
e . 28 b4 S Sy
522 REVAE Mg HEES &3t
Note $'000 $'000 $'000 $'000 $'000
iz i i T Fr i
Executive directors BITES
Mr. Lau Kam Sen 2SR EE (b) 83 1,000 500 15 1,598
Ms. Chan Siu Chun, Candy RSN (b) 100 1,716 - 18 1,834
Non-executive directors FAUTES
Mr. Lau Luen Hung, Thomas 2|88 %4 (b) 100 = = = 100
Mr. Wong Man Hoi T8k (b) 100 = = = 100
Independent non-executive B EHITEE
directors
Mr. Lam Siu Lun, Simon RBEE (b) 100 - - - 100
Mr. Robert Charles Nicholson  Robert Charles Nicholson
Lo (b) 100 - - - 100
Mr. Wong Kun Kau BERAA (b) 100 - - - 100
683 2,716 500 33 3,932
Notes: e -
(@)  Appointed on 11 May 2017 @ MZE—tFRA+-BEZRT
(b)  Resigned on 31 May 2017 ) R-F—tFAA=+—REHE
During the year, no amount was paid or payable by the group RERN > AEBMEENHENESH
to the directors or any of the five highest paid individuals set G AR CIETEZES T A N
out in note 9 as an inducement to join or upon joining the THIE - EREFEEIEEMAREE
group or as compensation for loss of office. There was no A RENSEABEEEE - RERERE
arrangement under which a director waived or agreed to waive MERLE - BUFESREXREMNE
any remuneration during the year. R -
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Notes to the Consolidated Financial Statements (continued)
A M ERERMEE (E)
(Expressed in Hong Kong dollars unless otherwise indicated) (& BA AN - BHABTHIR)

mE el At
hEZxagMALTES  HHE(ZF—K
F:WMB)ATAEES  HPSE R

9. Individuals with Highest Emoluments 9.
Of the five individuals with the highest emoluments, 4 (2016: 2)
are directors whose emoluments are disclosed in note 8.

10.

SR -

The aggregate of the emoluments in respect of the other 1 E@ARIN—R(ZTE—XR"F: =) AL

(2016: 3) individual is as follows: 2RI T
2017 2016
—E—LF | —T—RE
$'000 $'000
o T
Salaries and other emoluments e K H b B 938 4,471
Retirement scheme contributions IRIRGETEIE R 7 54
Performance related incentive payments AR IFEMG 2 52 E) = 172
945 4,697

The emoluments of the 1 (2016: 3) individual with the highest

AI—B(ZF—RF: ZR)RHM

emoluments is within the following bands: AT ZHMFLANEE
2017 2016
—E—+tF | ZE—RF
Number of Number of
individuals individuals
AE ANEX
HK$500,001 to HK$1,000,000 500,001 #7CZ 1,000,000 % 7T 1 =
HK$1,000,001 to HK$ 1,500,000 1,000,001 7L £ 1,500,000 7% 7T = 1
HK$1,500,001 to HK$2,000,000 1,500,001 & 7T & 2,000,000 % 7T - 2

During the year ended 31 December 2017 and 31 December
2016, no remuneration was paid by the group to the directors
and the chief executives of the company or the five highest paid
individuals as an inducement to join or upon joining the group
or as compensation for loss of office.

Loss Per Share

The calculation of basic loss per share is based on the loss
attributable to equity shareholders of the company of $18,000
(2016:$31,015,000) and the weighted average number of
ordinary shares in issue of 419,114,000 (2016: 419,114,000).

No dilutive loss per share is presented as there were no dilutive
potential ordinary shares in issue during both years.

10.

RRIEIR (RE) BRAR | ZB—EFEER

BE_T—LtF+-A=+—AK=F
—ANFTZA=+—BLFE A5E
BMEMES  TRAHKR S &S
AL ZARIA - AEREEASERMA
ALRE R SRS AERBERAE -

BRER
FREREBTIZA QN REAS AEIHE
#18,0007L( = & — 7N 4 : 31,015,000
TT)MNMEFHEHETEEREE
419,114,000l ( = & — X F:
419,114,000 ) 5t & -

HREZMEANTECD BITAGHEE
h&Ek - At &2 S8REEE

18-
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AT BmARME(E)

(Expressed in Hong Kong dollars unless otherwise indicated) (F& BB ERASN @ A TTHIR)

11. Investment Properties

11. IREME

Completed
investment
properties
=535
REWE
$'000
T
Fair Value ATE

At 1 January 2016 RZZE—XRF—HF—H 668,390
Decrease in fair value recognised in profit or loss REZFERZ A TFERD (900)
Exchange adjustments PE 5% 582 (36,074)

At 31 December 2016 and 1 January 2017 R-ZE—RFE+-_A=1+—HK
—FE—+F—H—H 631,416
Increase in fair value recognised in profit or loss R ER 2 AT EE N 38,887
Exchange adjustments P& 5 S 47,957
At 31 December 2017 R-FE—tF+_-_H=+—H 718,260

All of the group’s property interests held under operating leases
to earn rentals or for capital appreciation purposes are
measured using the fair value model and are classified and
accounted for as investment properties.

The fair values of the group’s investment properties situated in
Hong Kong and Mainland China at 31 December 2017 and 31
December 2016 had been arrived based on a valuation carried
out on the respective dates by Cushman & Wakefield Limited,
an independent qualified professional valuer not connected to
the group whose address is 16/F., 1063 King's Road, Quarry
Bay, Hong Kong. Cushman & Wakefield Limited is a member of
the Hong Kong Institute of Surveyors.

In determining the fair value of the group’s investment
properties, the group has engaged third party qualified valuers
to perform the valuation. The fair values of the group’s
investment properties at 31 December 2017 and 31 December
2016 were arrived at based on direct comparison method
assuming sales of each of the properties interests in its existing
state and by making reference to comparable sales evidences of
similar nature properties as available in the relevant market.

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

Fair value hierarchy

The fair value of the group’s investment properties measured at
the end of the reporting period on a recurring basis, are
categorised into the three-level fair value hierarchy as defined in
HKFRS 13, Fair value measurement. The level into which a fair
value measurement is classified is determined with reference to
the observability and significance of the inputs used in the
valuation technique as set out in note 26(f)(ii).
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Notes to the Consolidated Financial Statements (continued)
A M ERERMEE(E)
(Expressed in Hong Kong dollars unless otherwise indicated) (& BA AN - BHABTHIR)

11. EME (])

11. Investment Properties (continued)

Fair value hierarchy (continued)
The following table gives information about how the fair values
of these investment properties are determined (in particular, the
valuation technigues and inputs used), as well as the fair value

DFEER (R)

TRHIIMABEBEZSREDENRF
BE(LERGBETERMERZ2E) UKk
REFATFEFAEZEORZATES

hierarchy into which the fair value measurements are o
categorised.
Carrying value of Relationship of
investment properties held Fair value  Valuation technique(s) Significant unobservable unobservable inputs
by the group hierarchy  and key input(s) input(s) to fair value
AEEfERENEL AVE HEDE EXFT TURESY
REE E3 REEZY 522y HATENBR
At 31 December 2017
“B-t§+=A=+-H
Commercial property in Qingdao, Level 3 Direct comparison method assuming sale  Price per square metre, using The higher the price per
Mainland China E=1 in its existing state and by making market direct comparables and square metre, the
$312,960,000 reference to comparable sales evidences taking into account location and  higher the fair value.
(equivalent to RMB260,800,000) of similar nature properties as available in  other individual factors such as SFAKERHS 2
HENNESEENE the relevant market. environment, building facilities, F{E#E °
312,960,000 T MM ERBEBBTS 2 REME  levels, etc., which is ranging from
(&M AR 260,800,000 7T) ML HE R HMBRLLEE RMB9,279/sq.m. to RMB14,416/
sq.m.
The key inputs are: RETHABREAEETSLR
FTEZER: TRt AL E R A BRI R R
MR - MER  BESRER
(1) Price per square metre; and % REFARARE279TE
FEHAER R ARE 144167 °
(2) Level adjustment Level adjustment on individual floors ~ The higher the level
BERAE of the property range from 40% to  adjustment, the lower
70% on specific levels. the fair value.
NEEBEBOEERER BEREYS  RATE
1851 R E)40% £ 70% ° B -
Commercial property in Level 3 Direct comparison method assuming sale  Price per square metre, using The higher the price per
Harbin, Mainland China E=8 in its existing state and by making market direct comparables and square metre, the
$360,000,000 reference to comparable sales evidences  taking into account location and  higher the fair value.
(equivalent to RMB300,000,000) of similar nature properties as available in  other individual factors such as SFAKERES 2
HERRRERE TS the relevant market. environment, building facilities, FfE#R °
360,000,000 7 PRMRHERSZE@TS ZFAEME  levels, etc, of RMB29,734/sq.m.
(18E R A K% 300,000,0007T) BRI ER S ER L ° RETHREREAEETSILR
FELE AL E RE M ERAZ
The key inputs are: MR MEFE BESEER
TEZEA: % RETHARARK297347
(1) Price per square metre; and Level adjustment on individual floors ~ The higher the level
BERRER R of the property range from 50% to  adjustment, the lower
70% on specific levels. the fair value.
(2) Level adjustment MEEBENEERER BEAEYS  ATHE
BERAE {51 &) 50% £ 70% ° B -
Commercial properties in Hong Kong  Level 2 Direct comparison method assuming sale  N/A N/A
$45,300,000 F-HK in its existing state and by making TER TEA

ElElER S
45,300,0007C

reference to comparable sales evidences
of similar nature properties as available in
the relevant market.
NEMREERBEBHTS 2 FENE
MR ER SR BB BOE °

RRIEIR (RE) BRAR | ZB—EFEER
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11. Investment Properties (continued)

11. ?QE%#((E))

Fair value hierarchy (continued) NEEER
Carrying value of Relationship of
investment properties held Fair value  Valuation technique(s) Significant unobservable unobservable inputs
by the group hierarchy  and key input(s) input(s) to fair value
EEBAFRENE AYE HER % EXFT FUBRSH
BREE E3 RIESH Ex2¥ HEATEDBE
At 31 December 2016
2R+t A=t-H
Commercial property Level 3 Direct comparison method assuming sale  Price per square metre, using The higher the price per
in Qingdao, Mainland China E=R in its existing state and by making market direct comparables and square metre, the
$281,336,000 reference to comparable sales evidences  taking into account location and  higher the fair value.
(equivalent to RMB253,000,000) of similar nature properties as available in  other individual factors such as SFAHKERES ' 2
HEIRE BEENE the relevant market. environment, building facilities, F{E#E
281,336,000 7 NRAEERZEEMEMBSZAEME  levels, etc., which is ranging from
(H8E R AR 253,000,000 7T) ML HER HMERLEE ° RMB9,429/sq.m. to RMB13,935./
sg.m.
The key inputs are: RETARBREAEETSLR
FEZHR FETE AL ERE M ERAZ
MR - MERRM BESRER
(1) Price per square metre; and % BEBYHRARKI49TLE
FEIRER R ARH13,9357 °
(2) Level adjustment Level adjustment on individual floors ~ The higher the level
BERE of the property range from 40% to  adjustment, the lower
70% on specific levels. the fair value.
NEEBENEEAER BERARYS  ATE
(BRI R 40% Z70% ° B -
Commercial property Level 3 Direct comparison method assuming sale ~ Price per square metre, using The higher the price per
in Harbin, Mainland China E=R in its existing state and by making market direct comparables and square metre, the
$308,580,000 reference to comparable sales evidences  taking into account location and  higher the fair value.
(equivalent to RMB277,500,000) of similar nature properties as available in  other individual factors such as &P KERHES 2
RENERERENE the relevant market. environment, building facilities, FE#S °
308,580,000 7% DBRMRHERSZEBTS 2ZFAEME  levels, etc, of RMB27,500/5q.m.
(FHER AR 277,500,000 7T) MR HER ZRER LEE ° BEBTHRABEREAEETSLR
TR st AL E R E A E R A&
The key inputs are: WIRIE - MR BESSER
TR28R: % RBTHRARK275007 «
(1) Price per square metre; and Level adjustment on individual floors ~ The higher the level
BYAKRER R of the property range from 50% to  adjustment, the lower
70% on specific levels. the fair value.
(2) Level adjustment MESEENEEREA EERERS  AFE
BERE 1B 5 ) 50% £ 70% ° HBE -
Commercial properties in Hong Kong  Level 2 Direct comparison method assuming sale ~ N/A N/A
$41,500,000 E-R in its existing state and by making TEF NEA
BAEENE reference to comparable sales evidences
41,500,000 7T of similar nature properties as available in
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Notes to the Consolidated Financial Statements (continued)
A M ERERMEE(E)
(Expressed in Hong Kong dollars unless otherwise indicated) (& BA AN - BHABTHIR)

11. EME (])

11. Investment Properties (continued)

Fair value hierarchy (continued)

In estimating the fair value of the group’s investment properties,
the group uses market-observable data to the extent it is
available. Where Level 1 inputs are not available, the group
engages third party qualified valuers to perform the valuation of
the group’s investment properties. At the end of each reporting
period, the management of the group works closely with the
qualified external valuers to establish and determine the
appropriate valuation techniques and inputs for Level 2 and
Level 3 fair value measurements. The group will first consider
and adopt Level 2 inputs where inputs can be transaction prices
or derived observable quoted prices in the active market. When
Level 2 inputs are not available, the group will adopt valuation
techniques that include Level 3 inputs. Where there is a material
change in the fair value of the assets, the causes of the
fluctuations will be reported to the board of directors of the
company.

During the year ended 31 December 2017, there were no
transfers between Level 1 and Level 2, or transfers into or out of
Level 3 (2016: None).

RRIEIR (RE) BRAR | ZB—EFEER

DFEEFR (&)
EREFAKEREYMRZ AFER - K
SEGERSZHERNERMSABEH
B MABE1BEABE  ~5ES
ZRFE=-HEEBRMGLEMYARE 2K
EMFETHE REREPR £F
EEEERAERINBEEMERS
5 LB REFEGEZAERT R
ABIE - EITE2BREIB R FER
B WM ABEBRAXSERNT BER
MGz ABERENS  MAKELE
BEEZEBLFMNE2EBARE - EX
EE2ERABER  ASEKERR
BREIBHABBZAERT - HWE
EZNFEHRERES B ERA
RAEEGERKEZIEH °

BE_ZT—+F+_A=1t—HIF
B B—REE _F 2 EImER - 5
BARELE=R(ZT—RF 8-
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Notes to the Consolidated Financial Statements (continued)
e M ERERME(E)
(Expressed in Hong Kong dollars unless otherwise indicated) (F& BB ERASN @ A TTHIR)

12. Property, Plant and Equipment 12. Y% - BEEREKIE
Furniture,
Plant and fixture and Motor
machinery equipment vehicles Total
HE -
EEgE
B R #ES E®E RE et
$'000 $'000 $'000 $'000
Tz Tz Tz Tz
Cost 5%
At 1 January 2016 R-ZZE—XRF—H—H 72 10,699 170 10,941
Additions NE - 27 - 27
Exchange adjustments PE 3 3K (5) (615) (10) (630)
At 31 December 2016 and R-ZT—RF
1 January 2017 +=—A=+—HBK
—T—+F—H—H 67 10,111 160 10,338
Additions INE - 1,008 - 1,008
Acquired on acquisitions of U BEHI B A RIS
subsidiaries 59 534 593
Exchange adjustments B 3, A 2 5 796 13 814
At 31 December 2017 NZE—+F
+=-—A=+—H 72 11,974 707 12,753
Depreciation e
At 1 January 2016 RZZE—AR"F—H—H 64 10,427 170 10,661
Charge for the year FRZEH - 38 - 38
Exchange adjustments [ H 2 =& (4) (602) (10) (616)
At 31 December 2016 and MNE—/RF
1 January 2017 +=—A=+—H8K
—E—+F—HF—H 60 9,863 160 10,083
Charge for the year FREZH - 74 10 84
Exchange adjustments bE X 3R 5 780 13 798
At 31 December 2017 N-TB—+4F
_________________________________ t=A=f-H 65 10717 183 10965
Net Book Values ERME R E
At 31 December 2017 N-E—+4F
+—-—HA=+—H 7 1,257 524 1,788
At 31 December 2016 RZZT—RF
+=-—A=+—H 7 248 - 255
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13.

14.

Properties under Development

The amount comprised project design and pre-development
costs, professional fees, amortisation of prepaid lease payments
capitalised and other related fees and taxes that are directly
attributable to the development of the group’s prepaid lease
payments.

At 31 December 2017, the group has not yet obtained the final
approval on the planning design scheme from the relevant local
government authorities with respect to the property
development project. In the opinion of the directors of the
company, properties under development are not expected to be
realised within the group’s normal operating cycle and are
classified as non-current assets. During the year, the directors of
the company considered active development of property
development project has been suspended, as a result the
capitalisation of construction costs, including amortisation of
prepaid lease payment, ceased.

Prepaid Lease Payment

13. ERTPME

WHREBER MATHAEER  FX
E ENMBENHEERURME N EARE
EE M HERR R EZAEM 2 EME
B M NHIE -

R-FE—tH+-_A=+—H8 A&E
fel AR {48 B 3tb 75 BT BB P EX A5 31 4 3¢ 2
RIEB MR BRI ROKRHIL - &
NAEERAR/BEB Y TEABEERE
B ERRERMAER B2 8ER
EMBEE - RFERN - ARBESERR
MEZBRAEBZEBRERE XM -
It BERA(BRBEMNHEERREH
BT TIAERIE -

14. AfFTHEBERIE

2017 2016

—E—tF | —T—RF

$'000 $'000

T Tz

At 1 January mw—H—H 564,314 615,932
Amortisation for the year Y (16,790) (16,500)
Exchange adjustments BE 5 A% 44,049 (35,118)
At 31 December R+-—B=+—H 591,573 564,314

Analysed for reporting purpose as: RERENDWA :

Current assets RENEE 17,399 16,123
Non-current asset IEREEE 574,174 548,191
591,573 564,314

RRIEIR (RE) BRAR | ZB—EFEER
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(Expressed in Hong Kong dollars unless otherwise indicated) (F& BB ERASN @ A TTHIR)

15. Investments in Subsidiaries 15. RIIBATZ®/E
The following list contains only the particulars of subsidiaries TREVNEHEARNER %4 - EEXE
which principally affected the results, assets or liabilities of the BEEATEZHNBARER - BR5H
group. The class of shares held is ordinary unless otherwise FIBBAN - BT A R FE RIS A EA% o
stated.

Proportion of ownership interest

BEREERD
Place of Particulars of Group's
incorporation issued and effective Held by Held by
Name of company and business paid-up capital interest the company  asubsidiary Principal activity
KL R BRTR F5H HARE  AKEAR

NAEH £S5 BRETEH BRER ®E BE TEEEK

RRENEEEARAR Harbin USD18,000,000 100% - 100% Property investment
(Harbin Lifestyle Commercial KEE 18,000,000 7T NERE
Building Co., Ltd.*)

BB ER AR AT Shenyang USD89,990,000 100% - 100%  Property investment
(Shenyang Yifu Property Company*) & 89,990,000% ¢ NERE

EEHE(SE)ERAR Qingdao RMB225,000,000 100% - 100%  Property investment
(Lifestyle Plaza (Qingdao) Co., e AR 225,000,000 NERE
Limited*)

BREARREZARAR (M)  Zhangqu RMB18,000,000 80% - 80%  Real estate development
(Zhangqiu Zhengda Tianyuan B AR 18,000,000 EHERR
Development Limited*) (Note)

BEREELXREBRAR (MF)  HongKong USD100,000 90% - 90%  Investment holding
(Hong Kong Zhong Sheng Property &% 100,000%7T REER
Investment Limited) (Note)

TEREmE AR AT (i) Pingtan RMB300,210,000 90% - 90% Real estate development
(Pingtan Yangguang Guohang TE AR%300,210,0007 BlEER
Land Limited*) (Note)

Note: These entities are acquired during 2017. izt : ZEERON_T—HFUE -

*  These entities are mainland China limited liability companies. The * AEEMABTAARE 2 SREERA - H

English translation of the names are for reference only. The official E‘E?%Z%%Z%K@%E%%% A
names of the companies are in Chinese. REFXEENBERTEHE
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15. RIB AR ZE (])

15. Investments in Subsidiaries (continued)

The following table lists out the information relating to
subsidiaries of the group which have material non-controlling
interests (NCI). The summarised financial information presented

below represents the amounts before any inter-company

elimination.

Zhangqiu Zhengda

Tianyuan Development

TRINLBRASEFEERIFERE
B MBEBRBZER - TRABMEE
R TR

TRAIAHEZ R -

Hong Kong
Zhong Sheng Property

Limited Investment Limited Group
BEREAXR HERHR
BEFRAT BEREFRATDEH
2017 2016 2017 2016
—E—tF | ZE—RF| ZE—tF | TR
$'000 $'000 $'000 $'000
e T Fr Fr
NCI percentage FERERE DL 20% = 10% =
Current assets MBEE 2,838,430 - 1,812,455 -
Non-current assets FmBEE 23,270 - - -
Current liabilities mEBE (2,696,100) - (901,551) -
Non-current liabilities FERENBE (36,000) = (179,040) -
Net assets BE%E 129,600 - 731,864 -
Carrying amount of NCI IR 2 BREE 25,920 - 73,186 -
Revenue s = = = -
Profit and total comprehensive & RRXER FEG 3 FI K2
income attributable to PHE KA
shareholder for the year - = (670) -
Profit and total comprehensive S Fg T IEiEpRIERS
income allocated to NCI B R EE W R = = (67) =
Cash flows (used in)/generated ~ 3I5&&h (FTF),/
from FisREns
— operating activities — KEEY - - - -
— investing activities — REEE = - - -
— financing activities — REEE = - - -

=REZER(EER)BRAR | —B—EFFH
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RETBHmERME(E)

(Expressed in Hong Kong dollars unless otherwise indicated) (Bk5&zERAIN

BIABTTIIR)

16. Inventories 16 &

2017 2016
—2—tHF | —ZE—REF
$'000 $:000
T T

Properties held for development for sale and i {EH &R ME &
properties under development for sale FEHETYME 3,197,866 -
Completed properties for sale EELEC BRI 968,386 -
4,166,252 -

Included in the inventories are leasehold land with lease terms
ranging from 40 to 70 years, which are located in Mainland
China. No inventories was recognised as an expense and
included in profit or loss for the year ended 31 December 2017.
The amount of properties held for development for sale and
properties under development for sale expected to be recovered
after more than one year is $3,014,125,000 (2016: $Nil). All of
the other inventories are expected to be recovered within one

FEBFEMRTEAMZ HE 4 -
HINFA0FEE 704 - B EFEWIER A
XYt ABE2E_E—+t&F+ A
=t BHIEFEIE% BHERNBB—
FRrWNEDZFELERRMERFEHR
EHR¥E 2 4% 53,014,125,000T( =
T—NEF ) BITEEMFEERE
—FERYE -

year.
17. Trade and Other Receivables 17 FEMR R Rk B 2 fth FE U SR IR

2017 2016

—E—tF —ZE-RF

$'000 $'000

T Tt

Trade receivable (note (b)) FEWBR 5k (BT EE (b)) 12,360 =

Others receivables o fth FE U FRIE 49,202 119
Amount due from non-controlling

shareholders (note (c)) JE U FE 1R AR AR 3R K (BT 3 (<)) 18,015 -

Prepaid tax and surcharges TR B TE K BT st 62,758 568

Prepaid interest TERTFILE 14,251 =

Other prepayment HE M IERFRIA 5,905 211

Rental, utility and other deposits Me  KEBRHEMEZRS 11,061 337

Project management income receivables JEUNIE B BRI A 650 4,879

Interest receivables JFEWLAI 2 332 549

174,534 6,663

All the trade and other receivables are expected to be recovered
or recognised as expense within one year.

Note

(@  The group’s credit policy is set out in note 26(a). Trade debtors are
due within 30 days from the date of billing.

(b) As at 31 December 2017, all trade receivable are with ageing of over
1 year based on the invoice date. All the balance was subsequently
settled in February 2018.

(o) The amount is unsecured, interest free and repayable on demand.
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Notes to the Consolidated Financial Statements (continued)

AT B RN (E)

(Expressed in Hong Kong dollars unless otherwise indicated) (& BA AN - BHABTHIR)

18. Financial Assets at Fair Value Through Profit

18. BAFHIARBZEMEE

or Loss
2017 2016
—E2—+tF | ZE—RX
$'000 $'000
T FT
Listed equity securities in Hong Kong REB TR E 69,640 91,217

Unlisted equity investment in Mainland

China (Note) (P 3E)

R B A2 3F EMBRARE

Note: At 31 December 2017 and 2016, the unlisted equity investment in
Mainland China represents the group’s retained 10% equity interest
in Shenyang Jiajian Development Limited (“Shenyang Jiajian”). Due to
the net deficit position of the investee and lack of activities carried
out by the investee, the directors of the company has considered the
investment would not be recoverable and fair value of the investment
was reduce to $Nil as at 31 December 2017 and 2016.

19. Bank Balances and Cash and Fixed Deposits
Held at Banks

(@) Bank balances and cash and fixed deposits held at

i N =T FRF—AFT=A=+—
B - REE N2 I ETRAR AR
EREBEREEMARARAR (EHE
1) 210%REBIE - ARRELH KT
EFFRTRNA REH R REITERE
B AAREFRABHRACTAL
B HULRREZ ATER - F—LER
—FAE+-A=t—RERET:

(a)

19. RITRERRSLURTEHER
BATRF RS AR E W FK

banks comprise: B
2017 2016
—E—tF | ZE—RF
$'000 $'000
T T
Fixed deposits with banks within three B AR =EHA LA
months to maturity when placed FHA 2 E HATE 3K = 311,285
Bank balances and cash RITEGFERIRE 986,936 57,895
Bank balances and cash in the consolidated 45 & BA #& AR N 2R Bk 2
statement of financial position RTEFEARE 986,936 369,180
Less: Restricted deposits o R EITF K 19,708 =
Cash and cash equivalents in the meERenERAEZ
consolidated cash flow statement HENESEEY 967,228 369,180
Fixed deposits with banks with more than BEfFak HiBE=1& A LA L
three months to maturity when placed BH 7 FEATE R 31,200 45,481

Remittance of funds out of the Mainland China is subject
to exchange restrictions imposed by the PRC government.

=REZER(EER)BRAR | —B—EFFH

P ERELESAETHEBAR

o 2 SNEE ) -
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19. Bank Balances and Cash and Fixed Deposits 19. SRITRERRELUREHER

Held at Banks (continued) (48)
(b) Reconciliation of liabilities arising from financing (b) HERMETEBRELEEZHE
activities
Bank loans
and
borrowings Loans from
from financial Interest Prepaid arelated Bond
institutions payable interest party payable Total
BTERR )
SRBEEN ENFRIE BRHE EX EfES @t
$'000 $'000 $'000 $'000 $'000 $'000
T T T T T T

(Note 20) (Note 22) (Note 17) (Note 23) (Note 21)
(Fi7E20) (Hi5E22) (HizE17) (FizE23) (FizE21)

At 1 January 2017 R-B—+F
_H — E - — - - - —
Changes from financing MERESRERE
cash flows:
Proceeds from new MERITERFE

bank loans B 252,610 - - - 1,064,907 1,317,517
Repayment of bank loans BEBTER (499,200) - - - - (499,200)
Proceeds from loans from M BT R

a related party - - - 1,774,560 - 1,774,560
Repayment of loans from EEEBAER

a related party - - - (620,160) - (620,160)
Interest paid BRFIE = (1,757) (2,400) = = (4,157)
Total changes from financing ~ BEABH L REEH)

cash flows k] (246,590) (1,757) (2,400) 1,154,400 1,064,907 1,968,560
Exchange adjustments EREE = = 5 1,089 (19,343) (18,249)
Other changes: Hitn# %)

Interest expenses for bank loans 3317 &7l 5 H - 11,506 144 = = 11,650
Interest expenses for loans from B 7 &5 H 85 %

a related party - = = 30,027 - 30,027
Acquisitions of subsidiaries WM B AR 1,183,200 20,784 (12,000) = = 1,191,984
Total other changes Hib &8 mem 1,183,200 32,290 (11,856) 30,027 - 1,233,661
At 31 December 2017 RZB—tF

+=RA=+-H 936,610 30,533 (14,251) 1,185,516 1,045,564 3,183,972

142 Sansheng Holdings (Group) Co. Ltd. / Annual Report 2017



Notes to the Consolidated Financial Statements (continued)
A M ERERMEE (E)
(Expressed in Hong Kong dollars unless otherwise indicated) (& BA AN - BHABTHIR)

20. SBITERE & RUBEE ™

20. Bank Loans and Borrowings from Financial

Institutions
2017 2016
—E2—+tF | ZE—RX
$'000 $'000
Tt T
Current BN A
Secured B
— Bank loans — RITER 648,000 =
— Borrowings from financial institutions — TR EK 179,040 -
827,040 -
Unsecured borrowings from financial AN B 1S 3R
institutions 73,570 -
900,610 -
Non-current JEENEA
Secured bank loans BEMIBITERK 36,000 =
936,610 -

At 31 December 2017, all non-current interest-bearing bank
loans were repayable after 1 years but within 2 years.

Bank loans are interest-bearing at 7.13% to 9.5% per annum
(2016: Nil). Borrowings from financial institutions are interest-
bearing at 9% to 10% per annum (2016: Nil).

The secured bank loans and borrowings from financial
institutions are secured over share of interest in certain
subsidiaries of the group and other assets as below:

R-B—+HE+_A=+—B MA¥k
IR RRITERAN —FREMFR
fEE -

RITEIRENET 13%29.5%F 2 (=
T—NEF ) SEEBERZFRE
BI%E10% (2B —/N4F : ) o

BHEMBTERRSBEBERARE
EETHBRR 2 RERATEMEE
TEREA

2017 2016
—E—+tF | ZT—XF
$'000 $'000
T T
Properties held for development for sale and #F{EHEEEME K
properties under development for sale FEERTYE 1,471,724 -

The secured bank loans and borrowings from financial
institutions of HK$779,040,000 were also guaranteed by Mr.
Lin Rongbin and Ms. Chengxuan, the controlling shareholders
of the company, and Fuzhou Sansheng Property Co., Ltd.
(“Fuzhou Sansheng”, formerly known as Fuzhou Sansheng
Investment Co., Ltd.), a wholly-own subsidiary of Fujian Zesheng
Investment Consulting Co., Ltd. (“Fuzhou Zesheng”, which is
controlled by Mr. Lin Rongbin and Ms. Chengxuan).

10% of Fuzhou Zesheng’s share of interest in Fuzhou Sansheng
was also pledged for the borrowings from financial institutions
of HK$179,040,000.

RRIEIR (RE) BRAR | ZB—EFEER

EHEBARTERLSRBBLER
779,040,000 T 75 FA A8 A )2 AR AL SRR
BEEFRIRYI T - UANEIN=ZEE
=ERAR([RIN=2] FIEAEN=
BIEEERAR  WABRERKER
AEREEAR ([REER]) M
B A MR ) 22 A B A
A ER o

REZENEMN = BEREE S Z10% I§

0 A% B £ 50179,040,0007 7T 2
G o
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21. Bond Payable 21. BfHEH
On 17 November 2017, the company issued 1-year corporate RZE—+F+—A++tH KRAH%
bond with principal amount of USD135,000,000 issued at par. TR EE R {TA 4 5 A 135,000,000
The bond is secured over share of interest in certain subsidiaries T2 —FHARIES - BEUANERE
of the group and interest-bearing at 3-month LIBOR plus 4.3% THEB AR ZREEREITIZ=EA
per annum. HEIRTTRIZEF B MFFEL3% 58 -
22. Trade and Other Payables 22, EFHER R EMMEFRIE
2017 2016
—E—tF | ZE—RF
$'000 $'000
Frx Tt
Trade payables (note (a)) JE A< BR 3R (BT 3 (a)) 392,300 127
Receipts in advance (note (b)) TR K (BT EE (b)) 1,084,425 =
Amounts due to non-controlling FEAS AR AR AR 51 5k 3B (R EE ()
shareholders (note (c)) 122,400 -
Other payables Hfh AR 33,812 55
Interest payable FEF) 2 30,533 —
Derivative financial liability (note (d)) TESR T AAE (MsEd) 15,308 =
Accrued charges FEFTE A 7,378 5,879
Value added tax and surcharges payables OB R K LA A~ B AN ER 4,166 46
1,690,322 6,107
(@) As at 31 December 2017, all trade payables are with @ RZE—+tF+=-A=+—8"F
ageing of within 1 year based on the invoice date. BREMNERRZRREG AEE A ERE
FT—FR e
(b) Receipts in advance mainly represent the proceeds from (b) FAREREBRBAETBEAMLYE
pre-sale of properties in Mainland China. ZFT{S5RIE o
() The amount represents unsettled consideration in relation (0 HBABEFIARE MK TE29PH WE
to acquisitions of subsidiaries as set out in note 29. B AR ZRKEMRE -
(d) The amount represents the fair value of an interest rate (d) ZEREEANEBATETL 2 FEiwH
swap contract (“IRS contract”) entered into by the group. BRTMEEHEN]) 2 A TFE -
As at 31 December 2017, the notional principal of the RZE—+t&F+-_A=+—H' =Xk
outstanding IRS contracts amounted to USD135,000,000 BEMNEEPRENCBEZLRES R
($1,054,350,000). 135,000,000 7t (1,054,350,000
TL) °
23. Loans from a Related Party 23. WA ER
The balance represents loans from Fuzhou Sansheng, which are ERERIN=ZRER  BERELER
unsecured, interest bearing at 7% per annum and repayable in B REFENETI%RFE  WEARZ_TZ
2020. Fuzhou Sansheng provided revolving facility to the group TEEE - BMN=ZBR_ZE—tFN\A
in an aggregate amount of RMB4,500,000,000 (equivalent to +TNABE-_E—+FAA=-+\EHH7
HK$5,400,000,000) on 18 August 2017 and 28 September mAEERFEEZBER ARE
2017 respectively. As at 31 December 2017, the unutilised 4,500,000,000 7t ( #8 % 74 5,400,000,000
revolving facility amounted to HK$4,214,484,000. BIL)ZRBRREME - RN _TE—+F+—A8
=S+ —HB XBHAREBRE A
4,214,484,000 87T °
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Notes to the Consolidated Financial Statements (continued)
A M ERERMEE(E)
(Expressed in Hong Kong dollars unless otherwise indicated) (F& BB ERRSN » HAETTHIR)

24. Deferred Tax 24, ;EFEIRIA
(@) Movement of each component of deferred tax () EZEHRBEBEEREESZERH
assets and liabilities ZEF
The components of deferred tax (assets)/liabilities RERE AR R ATER 2 IR
recognised in the consolidated statement of financial B(BE) BEZSMMD 228 » LA
position and the movements during the year are as RRFERNZEBIAT
follows:
Fair value
change of Other
investment temporary
property*  Taxlosses  differences Total
REME Htr
ATEESH* BIEEE EREE st
$'000 $'000 $'000 $'000
T T T T
Deferred tax arising from:  EFZEHIERIF :
At 1 January 2016 R-E—X~"E—H—H 156,478 - - 156,478
Exchange adjustments 0 3 (9,017) - - (9,017)
At 31 December 2016 and RZZE—RF
1 January 2017 +TZA=+—-Hk
—E—+45—-H—H 147,461 - - 147,461
Charged/(credited) to profit RIEZAIR,GEA)
or loss 20,598 (33,710) - (13,112)
Acquisitions of subsidiaries WEEH B AR - - (22,689) (22,689)
Exchange adjustments [ o % 11,671 - - 11,671
At 31 December 2017 RZE—+4F
+=ZA=+—H 179,730 (33,710) (22,689) 123,331
@ The amount represents deferred LAT and CIT arising from fair & BEAREARTEAMZENERT
value change of investment properties in Mainland China, and B EE L RIET IR ER R
depreciation allowance recognised in the respective EMBE  AREHBQRER
subsidiaries. mERESRE -
Reconciliation to the consolidated statement of financial RS MBRR R IR
position
2017 2016
—E—tF —E—RF
$'000 $'000
Fr Tt
Net deferred tax asset recognised in the ~ R4RE M IEMR AR P HERZ
consolidated statement of financial BRI EEFE
position (22,689) -
Net deferred tax liability recognised in the 73/\,%?./:'\ MR RFERZ
consolidated statement of financial EEFIE B EFRE
position 146,020 147,461

123,331 147,461
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Notes to the Consolidated Financial Statements (continued)

e MR M (8)
(Expressed in Hong Kong dollars unless otherwise indicated) (F& BB ERASN @ A TTHIR)

24. Deferred Tax (continued)

(b)

()

Deferred tax assets not recognised

At 31 December 2017, the group has unused tax losses of
$109,951,000 (2016: $81,929,000) available for offset
against future profits. No deferred tax asset has been
recognised in respect of such losses due to unpredictability
of future profit streams. The tax losses in Hong Kong may
carry forward indefinitely. The unrecognised tax losses in
Mainland China will expire from 2018 to 2022.

Deferred tax liabilities not recognised

No deferred tax has been recognised on changes in fair
value of the investment properties situated in Hong Kong
as it is not expected to have tax consequence upon
disposal of these properties.

25, Capital, Reserves and Dividends

(a)

(b)

146

24, SEIERIF (18)

(b)

()

ABRZIELEHIBEEE

RZE—+tF+_A=+—H8 'K
SB 5 X AHEE B
109,951,000 t( =— & — /X F:
81,929,000 7t ) A FA 14 4K 88 oK 2R 't
F o B AR G F) RS AI TER - #)
AR EBEEBEERELEHIEE
E - BB ZHAE B 2 &R L
EZH o RIERZAAB AT E
BER-_ZE—N\FE2 T - —FF|

gqo

KRR ZIELERBRE

HRERHEREREMETSE
EBIRERR - MAREL B ZF
ME 2 NP EEBHEZDETHIA

25. B%F  timRER

Movements in components of equity (a) HEZZPPZzEH
The reconciliation between the opening and closing REBGEERS BB FEY M F
balances of each component of the group’s consolidated e A W e
equity is set out in the consolidated statement of changes * o ARAERERNIBLRENE
in equity. Details of the changes in the company’s FRZEBEHABEYWOT :
individual components of equity between the beginning
and the end of the year are set out below:
Share Exchange  Accumulated
premium reserve losses Total
R EE B R RiEE @t
$'000 $'000 $'000 $'000
T Fr T T
Balance at 1 January 2016 R-E-"§-A—-H2
HER - 1,151,278 (89,713) (36,903) 1,024,662
Changes in equity for 2016: —T—AEZEZET
Total comprehensive income FREEKEER
for the year - (61,515) 1,167 (60,348)
Balance at 31 December 2016 R=Z—~F+=H
and 1 January 2017 =t-AR=E-t&
—R—Hz&& 1,151,278 (151,228) (35,736) 964,314
Changes in equity for 2017:  —E—tE2EZXET
Total comprehensive income FAZENEES
for the year - 77,878 (48,252) 29,626
Balance at 31 December 20177 R—-ZE—+&+=H
=t-Bz&H 1,151,278 (73,350) (83,988) 993,940
Dividends (b) BRE

The directors do not recommend the payment of a final
dividend in respect of the financial year ended 31
December 2017 (2016: $Nil).

Sansheng Holdings (Group) Co. Ltd. / Annual Report 2017
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Notes to the Consolidated Financial Statements (continued)

AT BHmKRME(E)

(Expressed in Hong Kong dollars unless otherwise indicated) (Bk5S&zERAIN

25. Capital, Reserves and Dividends (continued)

()

(d)

(e)

Share capital
Details of the company’s share capital during both years
are as follows:

BIABTTIIR)

25. B%F - mRER

()

HEZIK
AR B AEFE 2 BRAFE N
T

Number
of shares Amount
R EE kX -0
$'000
T
Ordinary shares of $0.10 each BREEO0.107T 2 EiBK
Authorised: JETE
As at 1 January 2016, 31 December WR-ZT—XF—HF—H -
2016 and 31 December 2017 —T—R"E+=ZRA=+—H
R_F—tF+-H=+—H 2,000,000,000 200,000
Issued and fully paid: BEITRER
As at 1 January 2016, 31 December RZZE— X F—HA—H -
2016 and 31 December 2017 —E-RFEt+=-A=1+—H
RZE—+F+=-A=1+—H 419,114,000 41,911

The holders of ordinary shares are entitled to receive
dividends as declared from time to time and are entitled
to one vote per share at meetings of the company. All
ordinary shares rank equally with regard to the company’s
residual assets.

Reserves

(i) Share premium
Under the Companies Law of the Cayman Islands,
the share premium account of the Company may be
applied for payment of distributions or dividends to
shareholders provided that immediately following
the date on which the distribution or dividend is
proposed to be paid, the Company is able to pay its
debts as they fall due in the ordinary course of
business.

(ii) Exchange reserve

The exchange reserve comprises all foreign exchange

differences arising from the translation of the

financial statements of foreign operations. The

reserve is dealt with in accordance with the

accounting policies set out in note 1(t).

Distributability of reserves

As at 31 December 2017, the Company’s reserves
available for distribution, calculated in accordance with
the Companies Law of the Cayman Islands, amounted to
approximately $1,151,278,000 (2016: $1,151,278,000),
which may be distributed provided that immediately
following the date on which the dividend is proposed to
be distributed, the Company will be in a position to pay
off its debts as and when they fall due in the ordinary
course of business.

B
i

(d)

(e)

2R (

EE)AERRR | =B—

TERFEAEABRKDARE IR
&8 jﬁﬁ’féﬁ/\zﬁﬁjﬁﬁtﬁ
E—FIRERR - FTE L BRFEA
NRFBEEZBRSER -

]

(i) BEE
BERSHEEQARE  AQ
A% 1934 18 BR AT AR 7 [A) B 3R
DR S - HEARER
%%%%iﬁﬁmﬁﬁﬁa
Hfe - AR RIBENNA
BEKBREFOEEERS -

B W i# s

MR EERRRERINET
I REREEZMBEELZ
5o BRARKERENE 102
SEHRRERE °

(ii)

Al o Ik e
R-ZE—+EFE+=-A=+—H 1§
BERESHEARETENARQRA
Mo IR £ 51,151,278,000 7T
(ZT—R&F: 115127800&E)
ZERBEAED IR IE/EEE1%;9%EBL
EHRER S EH®%  KRAFARE
NEERFEBARFN IJHHE

%

147

tEEH



Notes to the Consolidated Financial Statements (continued)

RETBHmERME(E)

(Expressed in Hong Kong dollars unless otherwise indicated) (F& BB ERASN @ A TTHIR)

25. Capital, Reserves and Dividends (continued) 25, ﬁiéfﬁ&ﬂﬁ%(ﬁ)
(f 2

(f) Capital management
The group manages its capital to ensure that entities in
the group will be able to continue as a going concern
while maximising the return to stakeholders through the
optimisation of the debt and equity balance. The group’s
overall strategy remains unchanged from prior year.

The group actively and regularly reviews and manages its
capital structure to maintain a balance between the higher
shareholders returns that might be possible with higher
levels of borrowings and the advantages and security
afforded by a sound capital position, and makes
adjustments to the capital structure in light of changes in
economic conditions.

The group monitors its capital structure on the basis of
debt-to-assets ratio and adjusted debt-to-assets ratio
(which deducted receipts in advance arising from sales of
properties from total liabilities). The ratios as at 31
December 2017 and 2016 is calculated as follows:

=
AEBEREERNURRAEEHE
BaEsrrEL S - ASERE(LE
BRESEHRAEERAFZNE
Ei& o REEZ BEREEEFR

AEE T EMRA REEEER
RE - BRERSEEKFAER
ZEEBRER - EiB6EEAKF
] 75 SR BN 4F BR MR (B 2 [ BUAS F
Lﬁi%jﬁ%%&@%fﬂﬁiﬁ@@ﬁ%é’ézﬁ
7,% °

AEBRBEKEEL X RERHE
BEREEL R (RBRRETMERE
HEVMEMEL 2 BRRF) ER
HERERE -R_T—+FR_ZT
—NF+-A=1+—8 AKX

AEMT
2017 2016
—E—tF ZE—RF
$'000 $'000
STE T
0) Debt-to-assets ratio BREELE

Total liabilities BwaE 5,215,485 353,592
Total assets 4B E 6,895,247 1,831,194
Debt-to-assets ratio B EEL R 75.64% 19.31%

(ii) Adjusted debt-to-assets ratio AR EREEL X
Total liabilities FER=NE 5,215,485 353,592
Less: Receipts in advance L TEUERER (1,084,425) =
Adjusted total liabilities KRB AE 4,131,060 353,592
Total assets BEE 6,895,247 1,831,194
Adjusted debt-to-assets ratio R BREREEL X 59.91% 19.31%

26. Financial Risk Management and Fair Values 26. BERBEERESMTIAZL

of Financial Instruments

Exposure to credit, liquidity, interest rate and currency risks
arises in the normal course of the group’s business. The group is
also exposed to equity price risk arising from its equity
investments in other entities and movements in its own equity
share price.

The group’s exposure to these risks and the financial risk

management policies and practices used by the group to
manage these risks are described below.
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Notes to the Consolidated Financial Statements (continued)

e SR M ()
(Expressed in Hong Kong dollars unless otherwise indicated) (F& BB ERRSN » HAETTHIR)

26. Financial Risk Management and Fair Values
of Financial Instruments (continued)

(a)

(b)

Credit risk

The group’s credit risk is primarily attributable to trade
and other receivables. The carrying amounts of trade and
other receivables represent the group’s maximum
exposure to credit risk in relation to financial assets.
Management has a credit policy in place and the
exposures to these credit risks are monitored on an
ongoing basis.

In respect of trade receivables, credit risk is minimised as
trade receivables are normally due from a number of
independent debtors that have a good track record or
ongoing business relationship with the group, and the
group usually receives full payment from buyers before
the transfer of property ownership.

In respect of other receivables due from third parties, the
group reviews the exposures and manages them based on
the need of operation.

In respect of amounts due from non-controlling
shareholders, the group facilitates their capital demand by
assessing and closely monitoring their financial conditions
and profitability.

Except for the financial guarantees given by the group as
set out in note 30, the group does not provide any other
guarantees which would expose the group to credit risk.

Liquidity risk

Individual operating entities within the group are
responsible for their own cash management, including the
short term investment of cash surpluses and the raising of
loans to cover expected cash demands, subject to approval
by the company’s board when the borrowings exceed
certain predetermined levels of authority. The group’s
policy is to regularly monitor its liquidity requirements and
its compliance with lending covenants, to ensure that it
maintains sufficient reserves of cash and readily realisable
marketable securities and adequate committed lines of
funding from major financial institutions to meet its
liquidity requirements in the short and longer term.

26. HERBEEREMIAZL
F{E(#8)

%
1

FER(EE)ARAR | —ZB—EFEFER

(a)

(b)

FERR

ZRER B 3 22 3 PR AR R e EL A FE U
FORMEEEERER - BKRARKK
Hip U RIA 2 R (E - JiANEE
REMEEMAHNZAEER
B BREAEERR  UEH

BEEZSFEERR -

FLBURFR M S - R ERSKE
FREBERFEBCHLERE
BAERREXTRE S TEUYE
BA #iEERRERERE -
ARG EE R YR ATE EEEA
RMERKMEHEHE -

ShEU S =75 2 E b 8 W SRR T
B AREERBELEFTEREA
SWHHETER -

FBBGHERBERFAM S - A%
e B et REY SRS M
Bk kAN MR R E AT
;Jz o

B BT & 30 P 8 A SR 4R 1 2 B 7%
PELRAN - AR B HE (1 (] Bt
BR - BEASEEEEERR

REBETERE
AEEAERNZEEBAESAL
REeEE  BREMASAKETE
HMIREMEREE - LEMNITEHR
EHF - BEEREBBBET L
BERE2H  ARKAKEEESH
/o AEBEZBRRTEREEELR
HESHE  WEHTIHEERE  #
RAGER: RIS M BERF A s EE IR
WS ZHEANERABTIES
MEBRLNAERE  UENE
MRS ESHER -
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(Expressed in Hong Kong dollars unless otherwise indicated) (F& BB ERASN @ A TTHIR)

26. Financial Risk Management and Fair Values

150

of Financial Instruments (continued)
Liquidity risk (continued)

The following table details the remaining contractual
maturities at the end of the reporting period of the
group’s non-derivative financial liabilities and derivative
financial liabilities, which are based on contractual
undiscounted cash flows (including interest payments
computed using contractual rates or, if floating, based on
current rates at the end of the reporting period) and the
earliest date the group can be required to pay:

(b)

F{E (&)
REE S EER ()
TRAFAKE ZNTESRAE
RBERRUNBORTRRESRE
(BRZEOME  KMBEFE -

ARBEMRER A RAEZF S
R0 MAS SR B m] & 2SR A 50 2 &%
FHHAENRIGS QBB :

(b)

26. HERBEEREMIAZL

2017
“B—tF
Total More than ~ More than
contractual Within 1 1year 2 years but
Carrying undiscounted  year or on but less less than
amount  cash flow demand than 2 years 5 years
BNANER  AR-FR BBE-F8 BBRFE
REE RERELE IREREE DPRME SREE
$'000 $'000 $'000 $'000 $'000
T T T T T
Non-derivative financial FTERRAR
liabilities
— Bank loans and borrowings  — BITER RS R
from finandial institutions KIERET 936,610 1,011,858 981,348 30,510 -
— Loans from arelated party ~ — BB EH 1,185,516 1,347,936 77,980 77,980 1,191,976
— Bond payable — EftESR 1,045564 1,117,506 1,117,506 = =
— Trade and other payables ~ — B BRE R E A
FEfT50R 586,423 586,423 586,423 - -
Derivative financial liability fTESRAaR
— Interest rate swap — =8
(net settled) (NEREE) 15,308 15,308 15,308 - -
Total at 3,769,421 4,079,031 2,778,565 108,490 1,191,976
2016
—ERE
Total More than More than
contractual Within 1 Tyear 2 yearsbut
Carrying  undiscounted yearoron  butless than less than
amount cash flow demand 2 years 5 years
BHOATE AR-—FR% #BBE-FE BEWRFE
FHE RensfE RELEER DIRBE SREF
$'000 $000 $'000 $'000 $'000
T T T T T
Non-derivative financial FTEERERE
liabilities
— Trade and other — ENER KA ER
payables, and accruals FIR  UREER 6,061 6,061 6,061 - -
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Notes to the Consolidated Financial Statements (continued)

e SR M ()
(Expressed in Hong Kong dollars unless otherwise indicated) (F& BB ERRSN » HAETTHIR)

26. Financial Risk Management and Fair Values
of Financial Instruments (continued)

()

(d)

Interest rate risk

The group’s interest rate risk arises primarily from cash
and long-term borrowings. Borrowings issued at variable
rates and at fixed rates expose the group to cash flow
interest rate risk and fair value interest rate risk
respectively. The interest rate and terms of repayment of
the group’s interest-bearing borrowings are disclosed in
notes 20 and 21 to the consolidated financial statements.

Sensitivity analysis

At 31 December 2017, it is estimated that a general
increase of 50 basis points in interest rates of cash and
bank loans of the group, with all other variables held
constant, would have increased the group’s loss and total
equity by approximately $7,834,000 (2016: $217,000).

In respect of the exposure to cash flow interest rate risk
arising from floating rate non-derivative instruments held
by the group at the end of the reporting period, the
impact on the group’s loss and total equity is estimated as
an annualised impact on interest expense or income of
such a change in interest rates.

The sensitivity analysis above assumes that the change in
interest rates had occurred at the end of the reporting
period and had been applied to all floating rate bank
loans and borrowings from financial institutions, without
taking into account the impact of interest capitalisation.

Currency risk

The group is exposed to foreign currency risk primarily on
bank balances and cash, financial assets at fair value
through profit or loss and bank loans that are
denominated in a currency other than the functional
currency of the operations to which they relate. The
currency giving rise to this risk is primarily United State
Dollars and Hong Kong Dollars.

The following tables details the group’s exposure at the
end of the reporting period to currency risk arising from
recognised assets or liabilities denominated in a currency
other than the functional currency of the entity to which
they relate. For presentation purposes, the amounts of the
exposure are shown in Hong Kong dollars, translated
using the spot rate at the year end date. Differences
resulting from the translation of the financial statements
of foreign operations into the group’s presentation
currency are excluded.

26. HERBEEREMIAZL
F{E(#8)

B
i

()

(d)

zit (RE) FRAF [ ZE—EFFEH

F = 7 bz

AEENMERBEEREES R
RHEBfE K o BUZB)FI = K [E & F &
BOZERD R EAEEmER S
REAMRER M A TFEFRRR
AEBFEEEZFERREZER
RERE M SRR E20 R 214K 58 -

BRBEDT
R-EBE—+E+-_A=+—H8H &
FrEHMEERFNBERT @ BE
RNEBMIRE RIRTERFIREE
FFoOEEZ: - Bt ERAEE
&5 18 % #E 2= AR B 3 N 49 7,834,000
T (ZZ—7"4%F : 217,0007T) °

AAKERHEPRTE ZFEH
EITETRAMELZRESREN
RS - AAREEE R ER
BB BN RZENEES
PREAMF SR IBAZFEL

B2 488
=%

ElSREDMBRENEEFHERN
HWERREE  VERAZEMAER
FEF KRG B ZRITER RSB
BER HEALEZEENSENMEZ

B2 %8B
FE o

B ERE

AEETZRBTEFNEAS R
NHEFAERZ SREENRAZE
BB BRI B EHE
ZIBTERMEREEER - X7T
E?’%ﬁﬁia@éiﬁﬁiﬁ%@@ﬁﬁz/ﬁ

TRFTIANE BN S HIRE LA
BMERNGEEEUIIEEEZD
RAEEXABEMELZERRA
% EIME @ ZFRRZEER
ABTTOIR - WIAF#AEE B 2 B1H
PEXME - FIN R RK IR
ERARBE2RERELZZREY
TEEER o
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A M ERERMEE (E)
(Expressed in Hong Kong dollars unless otherwise indicated) (F& BB ERASN @ A TTHIR)

26. HERBETEREMIAZL

26. Financial Risk Management and Fair Values

of Financial Instruments (continued) F{HE(#E)
(d) Currency risk (continued) (d) E¥mEbs(E)

Exposure to foreign currencies
(expressed in Hong Kong dollars)

152

SNERS (LB TIIR)
2017 2016

it —TRE
United States  Hong Kong | United States Hong Kong
Dollars Dollars Dollars Dollars
EH BT e BT
$'000 $'000 $'000 $'000
T T T T
Bank balances and cash FOEFRRAS 463,153 60,920 328,476 21,789
Bond payable R ES 1,045,564 - = =

Sensitivity analysis BRBEST

Based on the assumption that Hong Kong Dollars continue
to be pegged to United States Dollars, the group considers
the risk of movements in exchange rates between Hong
Kong Dollars and United States Dollars to be insignificant.

Management estimated that a 3% appreciation/
depreciation of Renminbi against Hong Kong Dollars and
United States Dollars, the group’s profit and equity would
be increased/decreased by approximately $45,633,000
(2016: $634,000).

The analysis has been determined assuming that the
change in foreign exchange rates had occurred at the end
of the reporting period and that all other variables remain
constant. The analysis excludes differences that would
result from the translation of the financial statements of
foreign operations into the group’s presentation currency.
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Notes to the Consolidated Financial Statements (continued)
A M ERERMEE(E)

(Expressed in Hong Kong dollars unless otherwise indicated) (F& BB ERRSN » HAETTHIR)

26. Financial Risk Management and Fair Values 26. ¥ RBEEREMTIAZL
of Financial Instruments (continued) FEE)
(e) Equity price risk (e) MAEKEE
The group is exposed to equity price changes arising from A EMRAKREESEAZATE
listed equity investments classified as financial assets at FFABR SREEMELERANE
fair value through profit or loss (see note 18). R E) - N5 E A A AR A E A
[E R (RHiEE18) °

AEEZ EMREER BB L
™ o HMe & A ERERES 2R
I A RIEH R B AT X A1
ZRBELEB) AR AEE 2 RE
Eedf RELBEAHERS

The group’s listed investments are listed on the Stock
Exchange of Hong Kong. Decisions to buy or sell trading
securities are based on daily monitoring of the
performance of individual securities compared to that of
the Index and other industry indicators, as well as the

group’s liquidity needs. The management manages this
exposure by maintaining a portfolio of investments with
different risk profiles.

The group’s sensitivity to price risk on the listed equity
securities in Hong Kong at the end of the reporting period
while all other variables were held constant is as follows:

BHFIRTE - BEEESBBHERE
ETFRRFBZEEEAMER

BRARR -

EEMEHHEGTET  ARER
BERRENER LT 2 BAES

ZERRRGRELT

2017 2016
—E-tF “TREF
Effect on
loss  Effecton Effect on loss Effect on
after tax equity after tax equity
Hhie HERZ Hiie  HEmZ
BEzEE - BEz T2 %4
$'000 $'000 $'000 $'000
T T T T
Change in the relevant HERAERER
equity price risk BYBE .
variable:
Increase I 1% (696) 696 1% (912) 912
Decrease i (1%) 696 (696) (1% 912 (912)
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e M ERERME(E)
(Expressed in Hong Kong dollars unless otherwise indicated) (F& BB ERASN @ A TTHIR)

26. Financial Risk Management and Fair Values

of Financial Instruments (continued)
(f)  Fair value measurement

(0]

(ii)

154

Fair value of financial assets and liabilities carried at
other than fair value

The carrying amounts of the group’s financial
instruments carried at cost or amortised cost were
not materially different from their fair values as at
31 December 2016 and 2017.

Financial assets and liabilities measured at fair
value

Fair value hierarchy

The following table presents the fair value of the
group’s financial instruments measured at the end
of the reporting period on a recurring basis,
categorised into the three-level fair value hierarchy
as defined in HKFRS 13, Fair value measurement.
The level into which a fair value measurement is
classified is determined with reference to the
observability and significance of the inputs used in
the valuation technique as follows:

—  Level 1 valuations: Fair value measured using
only Level 1 inputs i.e. unadjusted quoted
prices in active markets for identical assets or
liabilities at the measurement date

—  Level 2 valuations: Fair value measured using
Level 2 inputs i.e. observable inputs which fail
to meet Level 1, and not using significant
unobservable inputs. Unobservable inputs are
inputs for which market data are not available

—  Level 3 valuations: Fair value measured using
significant unobservable inputs

Sansheng Holdings (Group) Co. Ltd. / Annual Report 2017
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Notes to the Consolidated Financial Statements (continued)
A M ERERMEE(E)

(Expressed in Hong Kong dollars unless otherwise indicated) (F& BB ERRSN » HAETTHIR)

26. HERBEEREMIAZL

26. Financial Risk Management and Fair Values

of Financial Instruments (continued) FE(E)
(f)  Fair value measurement (continued) h 2FEEE)
(ii)  Financial assets and liabilities measured at fair (i) BATEHEZSREER
value (continued) EF (#&)
Fair value hierarchy (continued) INFEEAR (E)
Fair value at Fair value at
31 December Fair value measurements as at 31 December Fair value measurements as at
017 31 December 2017 categorised into 216 31 December 2016 categorised into
RoE-tE RZE-1F
tZA=1-A RZE-tETZAZT-R2 tZA=1-A RF-nETZA=1-H2
PR ATEEAEA LAHE AHEHENER
Level 1 Level 2 Level3 Level 1 Level2 Level3
£-8 228 228 4 28 224
§000 §1000 §000 §1000 §000 §000 §000 $000
n i n n f T f T
Recurring fair value BEH20TERE
measurements
Assets: £E:
Finendilassetsat fairvaloe  BAFEHABRL
through profit or oss tBEE
L ~ i GY) 550 - 9,207 91217 - -
— Unlisted — ¥t = - - - - _ _
Investment properties ANz 718,260 - 45300 672,960 631,416 - 500 589916
Lty 8
Derivative financial instruments; (744 BITE : - - - - - - - -
— Iterest rate shap —flBEs 15,308 - 15,308 - - - - -
During the years ended 31 December 2016 and HEZZ—XREk=Z2—+
2017, there were no transfers between Level 1 and F+_A=1+—HLFE
Level 2, or transfers into or out of Level 3. The F—REE— i&i’liﬂ*ﬁﬁi?
group’s policy is to recognise transfers between B O TEESANELSE
levels of fair value hierarchy as at the end of the B REEYHEZNEE
reporting period in which they occur. R RERRERATE
3l el S b
Valuation techniques and inputs used in Level 2 fair HAREZRNFEGAEZ G
value measurements B35 R A B
The fair value of interest rate swaps is the estimated FlEEH s AFEEFER
amount that the group would receive or pay to RHERBEEHEFEE
terminate the swap at the end of the reporting AR RASEBER®RE R
period, taking into account current interest rates iR B A S X 2
and the current creditworthiness of the swap flETENEE -
counterparties.
Information about Level 3 fair value measurements g ;j RAFEGFEFEFZ
Information about the valuation techniques and FHEEAEBREMER
inputs used in determining the fair value of the EERT ARG E A KRB AE
group’s investment properties are disclosed in note B2 BRI 11 -
11.
Information about the valuation techniques and EHEEAREERAFER
inputs used in determining the fair value of the ABRZIELETEMEEZ
group’s unlisted financial assets at FVTPL are NEERAGEEREREA
disclosed in note 18. iR BRI 18R -
=R (Em)ARAR [ —S—teew 155



Notes to the Consolidated Financial Statements (continued)
e M ERERME(E)

(Expressed in Hong Kong dollars unless otherwise indicated) (F& BB ERASN @ A TTHIR)

27. Commitments

(a)

156

Capital commitments outstanding at 31 December 2017
not provided for in the financial statements were as

27. #&if

(@) AEER—_ZT—+F+-_A=1+—

BARRMBHERANBEEZ RETE

follows: TAEPEWTN
2017 2016
—E—tF | ZE—RF
$'000 $'000
T T
Contracted but not provided for in the EEFOEERIZZ A
consolidated financial statements e mERBE
— capital expenditure in respect of a — EEMEEREE Z
property development project BEARRASL 45,792 21,962

At 31 December 2017, the total future minimum lease
payments under non-cancellable operating leases are
payable as follows:

) R=ZZF—tFt+_HA=t+—H K
SERBE TR BEHEEHEE NN
ZARRZERENRERENT

2017 2016

—E—tF | ZT—KRF

$'000 $000

T TT

Within 1 year —FR 2,706 859
After 1 year but within 5 years —FRERFA 3,374 715
6,080 1,574

Operating lease payments represent rentals payable by the
group for leasing office premises and staff quarters.

Rentals payable are predetermined at fixed amount.

Leases are generally negotiates for terms ranging from six
months to three years.

Sansheng Holdings (Group) Co. Ltd. / Annual Report 2017
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Notes to the Consolidated Financial Statements (continued)
A M ERERMEE (E)
(Expressed in Hong Kong dollars unless otherwise indicated) (F& BB ERRSN » HAETTHIR)

28. Material Related Party Transactions

(a)

(b)

Key management personnel remuneration (a)
The remuneration of executive directors and key
management personnel is determined by the
remuneration committee of the company having regard
to the performance of individuals and market trends.
Details of which together with the other one (2016: three)

highest paid management personnel are disclosed in W o
notes 8 and 9 above.
Transactions with other related parties (b) EBHEMRBEBAEZRS

During the year, other than those disclosed in notes 20
and 23, the group had entered into the following

28. TEMBLXRH

ITREEASHMN
WTEEREEEBABZHEH
ADEFME S & R ERRARD
BEBEE - HER BN —E(=
T—AF ZR)BREFHEEA
B 2 HE SR LM s RO

FR - BRWEE20 %23 EED
AEEDE T @H S ATE

significant transactions with the following related parties: KRG
Name of related party Nature of transactions 2017 2016
BT 2R RHEME “B—tF | —TRF
$000 $'000
T T
Grand Kinetic Limited* (i) Rental expense paid 150 360
EFARAAE* EfNEE
Shenyang Zhuoyuan Property Limited (i) Rental expense paid 50 125
Company* EffHEE
EEEREXEERAR*
Li Yi Da Commercial Property (iii) Project management income 2,835 10,111
Limited Company* received
MieEmEXEX (LB ARAF B U EIE B BB A
Shanghai Ongoing Department (iv) Rental expense paid 136 341
Store Limited* EffHEE
EFBAKRBERERAGF
(v) Project management income 997 3,379
received
EURERIE B BRI A
Sogo Hong Kong Company Limited*  (vi) Management service 50 78
SR (BB)BEERAR* expense paid
ENERRB X H
Fuzhou Sansheng Property Co., Ltd. (vii)  Interest expense 30,027 -

BIN=EREXERAA FIEFS
* The entities were no longer related parties of the group *
subsequent to change of majority shareholders of the group in

31 May 2017.

REEBEIERRN-F—+EH
A=t—A8Fk HEERTHE

AR E AR

RRIEIR (RE) BRAR | ZB—EFEER
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e MR M (8)
(Expressed in Hong Kong dollars unless otherwise indicated) (F& BB ERASN @ A TTHIR)

28. Material Related Party Transactions
(continued)

()

158

Applicability of the Listing Rules relating to
connected transactions

The related party transactions in respect of the project
management income received set out in (b) above
constitute continuing connected transactions as defined in
Chapter 14A of the Listing Rules. The disclosures required
by Chapter 14A of the Listing Rules are provided in the
Director’s Report.

The related party transactions in respect of financial
assistance received by the group disclosed in notes 20 and
23 and the relevant interest expense set out in (b) above
constitute continuing connected transactions as defined in
Chapter 14A of the Listing Rules. However those
transactions are exempt from the disclosure requirements
in Chapter 14A of the Listing Rules as they are (i) on
normal commercial terms; (ii) no less favourable than
those offered from independent third parties; and (iii) that
no security over the assets of the group will be granted in
respect of the financial assistance.

The remaining related party transactions in respect of
rental expense paid and management service expense
paid set out in (b) above also constitute continuing
connected transactions as defined in Chapter 14A of the
Listing Rules. However those transactions are exempt from
the disclosure requirements in Chapter 14A of the Listing
Rules as they are ordinary supplied for the group’s own
private consumption and were made on no less favourable
terms than those available from independent third parties.

Sansheng Holdings (Group) Co. Ltd. / Annual Report 2017
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Notes to the Consolidated Financial Statements (continued)

AT BHmKRME(E)

(Expressed in Hong Kong dollars unless otherwise indicated) (Bk5S&zERAIN

29. Acquisitions of Subsidiaries
During the year, the group has acquired certain subsidiaries
which hold property development projects in Mainland China.
Acquisitions of these subsidiaries enable the group to expand its
land banks. Details of the acquisitions of subsidiaries by the
group during the year are summarised as follows:

(a)

(b)

Acquisition of Hong Kong Zhong Sheng Property
Investment Limited (“Hong Kong Zhong Sheng”)

On 16 August 2017, the group entered into agreements
with an independent third party under which the group
would acquire 90% equity interest in Hong Kong Zhong
Sheng at a consideration of RMB549,400,000 (equivalent
to HK$659,280,000). Before the completion of the
acquisition, Hong Kong Zhong Zheng established Fuzhou
Zhong Sheng Weiye Investment Company Limited
("Weiye") for the purpose of acquiring all interest in
Pingtan Yangguang Guohang Land Limited (“Pingtan
Yangguang”), which holds a piece of land in Pingtan, the
PRC, at a consideration of RMB890,600,000 (equivalent
to HK$1,068,720,000). In accordance with the agreement
with the vendor, the amount would be wholly financed by
the group. The acquisition was approved by the special
general meeting of the group on 15 November 2017.

Acquisition of Zhanggqiu Zhengda Tianyuan
Development Limited (“Zhangqiu Zhengda”)

On 23 August 2017, the group entered into agreements
with an independent third party, under which the group
will acquire 80% equity interest Zhanggiu Zhengda at a
consideration of RMB86,400,000 (equivalent to
HK$103,680,000). Zhanggiu Zhengda holds a property
project in Jinan, the PRC. The acquisition was approved by
the special general meeting of the group on 15 November
2017.

BIABTTIIR)

29. IZiSMIE A F)

FR - AEED IS TREE N
BYMERREER 2HBAT - ANEBT
UG PR AT B B A IR A+ M A -
7 55 [ 7 4F O LK B P B A B SE IS ARt
ARNE

%
1

FER(EE)ARAR | —ZB—EFEFER

(a)

(b)

WEEEPREBEEXEREFGR D
BA(&EBPE]

RZZE—tFN\A+H T~&E
- Z2BIE=FI T HE B
It NREEFBUETBEFEI0%
BERTRA REBEAARE
549,400,0007c( # F B #
659,280,000/ 7T) » fE W EIAT
BRAT - BB BB RS
REARETAR ([EZE]) - LK
BRABEEERSE Rtz FE
BABEMEAERRD R FER
D zeaPEm REAEARE
890,600,000t ( A & K
1,068,720,00087T) - BIFLEEF A
RV 2 EEeBEEEHEAR
EEEMN - - EEKESEEN-Z
—tF+—A+HRBEARER 255
PR A S FERLE o

WBERFAREEZEGR D
A(EREK])
R-ZEBE—+FENA=-+=8 " K&
B — 2B E=FE S B
It AREEABWEEZERIEAS0%
EBETRA REBEAEARE
86,400,000t( H F B 4
103,680,000/ 7C) - EEXIEAEFE
FRERET —EYEEE - GRK
BEBEER-_Z—tFt+—A+H
HASEZERIBRRERNS FEH
E o
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(Expressed in Hong Kong dollars unless otherwise indicated) (F& BB ERASN @ A TTHIR)

29. Acquisitions of Subsidiaries (continued) 29. I AEPHE AT (18
(b) Acquisition of Zhangqiu Zhengda Tianyuan b) WBEREAXRREERRA
Development Limited (“Zhangqiu Zhengda”) ATEREKX]) (HE)

(continued)

The acquisitions of these subsidiaries had the following NG =R e N NG E )

combined effect on the group’s assets and liabilities upon AREBEERABEBAR NIGER
gg .

160

the dates of acquisitions: =
2017
—E—tF
$'000
o

Cash and cash equivalent e RESZEY 279,968
Restricted deposits PR Il 77 3K 19,708
Trade and other receivables JFEE MAZ B 3k % L At FE LA R IR 175,177
Inventories T8 4,166,252
Property, plant and equipment VI - BB Kk 581
Deferred tax assets BLETIBEE 22,689
Bank loans and other borrowings RITERREAMER (2,251,920)
Trade and other payables JE 1< B 0 % L At FE A5 R IE (1,538,675)
Current taxation BVAR# 18 (11,647)
Non-controlling interests AR (99,173)
Net assets acquired attributable to the group AEEEEEWEEEFE 762,960
Consideration of acquisition of equity interest WRE R B B &

of Hong Kong Zhong Sheng and Zhanggqiu ERIERREZRE

Zhengda 762,960
Cost of acquisition of Pingtan Yangguang AEBBENWETEE

financed by the group Z AN 1,068,720
Total consideration BRE 1,831,680
Less: Consideration to be paid subsequent to 2017 & : R-ZT—+FE K TN 2R E 122,400
Total cash and cash equivalents acquired EWERe RASEEMER 279,968
Net cash outflow HEREFHE 1,429,312

The above subsidiaries did not contributed any revenue or
net profit attributable to the equity shareholders of the
company for the year ended 31 December 2017. Should
the acquisitions have occurred on 1 January 2017, the
consolidated revenue and the consolidated loss
attributable to the equity shareholders of the company for
the year ended 31 December 2017 would have been $Nil
and $10,642,000 respectively.

The acquired subsidiaries’ major assets are properties held
for development, properties under development and
completed properties for sale. The directors consider that
the purpose of acquiring those subsidiaries is solely to
acquire the underlying properties.
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(Expressed in Hong Kong dollars unless otherwise indicated) (F& BB ERRSN » HAETTHIR)

30.

31.

Contingent Liabilities

As at the end of the reporting period, the group has issued
guarantees to banks to secure the mortgage arrangement of
property buyers. The outstanding guarantees to the banks
amounted to $505,205,000 (2016: HK$Nil), which will be
terminated upon the completion of the transfer procedures with
the buyers in respect of the legal title of the properties.

The directors do not consider it probable that the group will
sustain a loss under these guarantees as the bank has the rights
to sell the property and recovers the outstanding loan balance
from the sale proceeds if the property buyers default payment.
The group has not recognised any deferred income in respect of
these guarantees as its fair value is considered to be minimal by
the directors.

Non-adjusting Events After the Reporting

Period

On 2 February 2018, Fuzhou Shangsheng Investment Co., Ltd.
(“Fuzhou Shangsheng”), a wholly-owned subsidiary of the
company, entered into a transaction confirmation with the
State-owned Land Resources Bureau of Mawei District, Fuzhou
City, Fujian Province, the People’s Republic of China, pursuant
to which Fuzhou Shangsheng successfully bid for a parcel of
land located in Fuzhou City. The land is located in Langgi Town,
Mawei District, Fuzhou City with an area of approximately
75,807.07 square metres. The total consideration of the land is
RMB750,000,000 and the area for the construction of
relocation housing is 14,440 square metres, the payment of
which will be made to the State-owned Land Resources Bureau
of Mawei District, Fuzhou City in accordance with the
transaction confirmation.

On 13 February 2018, Fujian Shengxuan Investment Co., Ltd.
("Fujian Shengxuan”), an indirect non-wholly owned subsidiary
of the company, successfully bid for a parcel of land located in
Ningde City, Fujian Province. The land is located in Xiapu
County, Ningde City with an area of approximately 23,860.69
square metres. The total consideration of the land is
RMB93,000,000.

30. BiRAR

31.

%
1

FER(EE)ARAR | —ZB—EFEFER

RBEHR REBSAFETHLIE
R AEYMEER ZIRIBLHEEEM -
MBPTHELEZAEELERSEAS
505,205,000 7T (ZZ— 4 : BB T)
EHERERERRAE T EEERYE
REEEZEFEBRIE -

EZRA AREZEVEEREON
RZBERT  RITEELEZMELH
HEMSRIBP KO RERERARE
BWAEETAIEEZEERMEZE
Ko AEEYW EHZFRRERITTE
A REERREAFEBMITRE
3 o

FHRBZRENEER

RZE—NE-_A=H  BMEREE
ERAR(ARFNEZEWNBAR) (18
M _EER ) ERE AR EFBREES &M
MHERERBELERBR] — MK ER
2o Bt @M EERKIHE—EBAR
BINTHE) T3 - Z T RBMNTER
@I E + T EIE4) A 75,807.07 F 5
Ke Tt HBWBAREAEARE
750,000,000t X B 2L BERFE ® & A
14,440 F 5 K WK R EREN K
TRMNTEERERLERD -

RZE—N\FE_A+=H " EEETFK
BERRAG(KATIMEIFZEMBEA
7)) ([fRIERE ) KIS — R R ERE
BEEMMNLTH - ZTHURNEBTE
R 0 TG E AR 4975 23,860.69 F 5
Ke Z T WBEREAEARE
93,000,000 7T °
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32. Company-level Statement of Financial

32. AFIBEMMBIRAR

Position
2017 2016
—E—tF | ZT—RX
Notes $'000 $'000
B aE F Tt
Non-current assets FREBEE
Interests in a subsidiary R—EMB AR s 1,662,184 996,404
Current assets REEE
Amount due from a subsidiary i G S DY YNCIE S 10,000 10,000
Prepayments TR RIE 658 145
Cash and cash equivalents BEMESEEY 433,743 1,663
444,401 11,808
Current liabilities REBAE
Accrued charges FEETE A 113 1,987
Interest payable S FIE 9,749 =
Derivative financial liability EemITABRE 15,308 -
Bond payable e E S 1,045,564 -
1,070,734 1,987
Net current (liabilities)/assets BRE(AE),EE (626,333) 9,821
Net assets BEE 1,035,851 1,006,225
Capital and reserve BEAXRREE
Share capital R& 7R 25(c) 41,911 41,911
Reserves HE 993,940 964,314
Total equity ERER 1,035,851 1,006,225

162
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(Expressed in Hong Kong dollars unless otherwise indicated) (F& BB ERRSN » HAETTHIR)

33. Possible Impact of Amendments, New
Standards and Interpretations Issued but
Not yet Effective for the Year Ended 31
December 2017

Up to the date of issue of these financial statements, the
HKICPA has issued a number of amendments and new
standards which are not yet effective for the year ended 31
December 2017 and which have not been adopted in these
financial statements. These include the following which may be
relevant to the group.

33. BF—_E—tEF+-_A=+—

BLEEEERHERRERLZ
EE] - MATE R RERBZ TR
e
BEUSHBRETIRAE BBw
B2 & B4R i 2 (S 8T R ETER - %
SR RARBE_T—£F
A=+ BUEFEERER AR
U % B R MR AR « AT AR 8
AEEHR R -

Effective
for accounting
periods beginning

on or after

RUT BER

Z &K

SHHBEER

HKFRS 9, Financial instruments 1 January 2018

EEMBREENFEOR [2M LA —ZT-N\¥—A—H

HKFRS 15, Revenue from contracts with customers 1 January 2018

ERUBMEERE SR [ KEELEAZ W] —ZE-\¥—HA—H
Amendments to HKAS 40, Investment property:

Transfers of investment property 1 January 2018
BB ERIF 405 (BRI R REYF BEREYE ] —T-N\¥—A—H
HK(IFRIC) 22, Foreign currency transactions and

advance consideration 1 January 2018
E8 (BEMBREREZES) REF 225 [IMEXZRANAE] —ZE-\¥—HA—H
HKFRS 16, Leases 1 January 2019
RN BREERF 1657 [HE —ZE-NF—A—H

The group is in the process of making an assessment of what
the impact of these amendments, new standards and
interpretations is expected to be in the period of initial
application. So far the group has identified some aspects of the
new standards which may have a significant impact on the
consolidated financial statements. Further details of the
expected impacts are discussed below. While the assessment
has been substantially completed for HKFRS 9 and HKFRS 15,
the actual impacts upon the initial adoption of the standards
may differ as the assessment completed to date is based on the
information currently available to the group, and further impacts
may be identified before the standards are initially applied in the
group’s interim financial report for the six months ended 30
June 2018. The group may also change its accounting policy
elections, including the transition options, until the standards
are initially applied in that financial report.

RRIEIR (RE) BRAR | ZB—EFEER

AEBBREFEZFER - Fe] B K
RERNERAERRHBEREL R E -
e R AEBEFERHET LR 2E
THE A S AR A M IS MREKERF
£ -FRBAPRFEZE—FFBENTX
il o @B HEEW B REERE IR
REBFEHRELEFE 1557 2FFHEE KR
HEER - BERRE S TR R AR
BATA S E M RKE - BERRANE
Az BRZEREARR - MRAEEE
E_E-N\ERA=+tHIERERZHF
HRBA 75 S & B R FE A 5% S XE R A 5 AT B
AR E M E o AEE A R A
SABREZ(BHARER) EEE
AIERERRZMBEHRRAL
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33. Possible Impact of Amendments, New 33. BF_E—tF+"RA=+—
Standards and Interpretations Issued but BILEEEHRHERKRERZ
Not yet Effective for the Year Ended 31 E5T - METHEARREZTRE
December 2017 (continued) RE(B)

HKFRS 9, Financial instruments ERUBRELEDFERIEMITE ]
HKFRS 9 will replace the current standard on accounting for BARAMBHRELEANFERERMNREBE
financial instruments, HKAS 39, Financial instruments: BTAREeHER AR GEBES
Recognition and measurement. HKFRS 9 introduces new FPEREIRER T E : BRKGE °
requirements for classification and measurement of financial BB G HREEREIF S| A D LE K
assets, including the measurement of impairment for financial ESRBEEZHRT  BRAEZRE
assets and hedge accounting. On the other hand, HKFRS 9 ERENEFEt B—FHHE BEH
incorporates without substantive changes the requirements of TS 2E R 9 SR AN A B I £ K g 2 g
HKAS 39 for recognition and derecognition of financial BB FTAERIFE 3955 B R KX IETE
instruments and the classification and measurement of financial REeEMTAUREHEBESIBAFEZ
liabilities. FE o
HKFRS 9 is effective for annual periods beginning on or after 1 ERVBEREENEIFRR - —NF
January 2018 on a retrospective basis. The group plans to use —A—BskzEREBZ FEBEEBHE
the exemption from restating comparative information and will R REBEAZHEBREEYHLEKE
recognise any transition adjustments against the opening BB —_E-N\F—A—HZ#ER
balance of equity at 1 January 2018. BN A Rt R AR A o
Expected impacts of the new requirements on the group’s IR THANEEYKRER 2B EN
financial statements are as follows: N
(@) Classification and measurement (@) DERIE
HKFRS 9 contains three principal classification categories ERYHERELELNEIRBEIEE R
for financial assets: measured at (1) amortised cost, (2) fair BEZ=EZENEFE: (1)ik#
value through profit or loss (FVTPL) and (3) fair value A - QIR AT EFAEBR (17
through other comprehensive income (FVTOCI): NEEFAERE]D  RRYEAT

B AR 2 EU e (MR A FER
AEMEERSE]DE

—  The dlassification for debt instruments is determined — BEBIAEZ2oBIENERE
based on the entity’s business model for managing EESHMEECHEREAR
the financial assets and the contractual cash flow ZEEZENRSRERE
characteristics of the asset. If a debt instrument is MET - WEFSTLEDEA
classified as FVTOCI then interest revenue, BRATEFAEMEE KL
impairment and gains/losses on disposal will be e BIFEWA - RER
recognised in profit or loss. e R EEER B R

R o

—  For equity securities, the classification is FVTPL — MERAFEHEMES  TwmEER
regardless of the entity’s business model. The only FTEAREERES 5908 A
exception is if the equity security is not held for BAFETAEZ - ME—0
trading and the entity irrevocably elects to designate IME N B IR AN B 5 A FEHF1E
that security as FVTOCI. If an equity security is B E NZE A B e
designated as FVTOCI then only dividend income on BIETZESF RIEATE
that security will be recognised in profit or loss. AE b2 U S o fid i AN E
Gains, losses and impairments on that security will SETEASEATETAEM
be recognised in other comprehensive income THWR  BlEZIEF 2K
without recycling. BRAEREBERER - Z&

Fz W - BERE/R
HoAf 2 U o B SR BT AT
[B]
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Notes to the Consolidated Financial Statements (continued)
A M ERERMEE (E)

(Expressed in Hong Kong dollars unless otherwise indicated) (F& BB ERRSN » HAETTHIR)

3. BEFE—_E—t&F+-A=1+—
BILESEEEHEHGERKRENZ

33. Possible Impact of Amendments, New
Standards and Interpretations Issued but

Not yet Effective for the Year Ended 31

December 2017 (continued)
HKFRS 9, Financial instruments (continued)

AT - BFATHERI R B AT e
£ (1) i
EAMBEHREEREIHRIERMTA

(#&)
(@) Classification and measurement (continued) (@ DEREGE)
The group has assessed that its financial assets currently N6 B 2 AT HL IR R R S B AN A
measured at amortised cost and FVTPL will continue with ERBRATEFAEGZERME
their respective classification and measurements upon the B BREME B REERE
adoption of HKFRS 9. IVRBEBAEB D ERGTE -
The classification and measurement requirements for EAEREERFOSRABESR
financial liabilities under HKFRS 9 are largely unchanged BEZoENTERETEEFB ST
from HKAS 39, except that HKFRS 9 requires the fair value AR ZE 39 5RABEE KRB MR
change of a financial liability designated at FVTPL that is HEEBYBREELEIFE TR
attributable to changes of that financial liability’s credit EBEABEATEFABZZERE
risk to be recognised in other comprehensive income EEERBREEZMEHE N TFEE
(without reclassification to profit or loss). The group 2 B Th A E b 2 T Uk 55 FE R
currently does not have any financial liabilities designated (TEEHHIBEER) - A5EHR
at FVTPL and therefore this new requirement will not have Bl B AE A IE T RIR A FEFT AR
any impact on the group on adoption of HKFRS 9. mZerBE  AUREAEEY
B ELRFE IR - ZHREN
EHARKEEKEMTE -
(b) Impairment (b) RE

The new impairment model in HKFRS 9 replaces the
“incurred loss” model in HKAS 39 with an “expected
credit loss” model. Under the expected credit loss model,
it will no longer be necessary for a loss event to occur
before an impairment loss is recognised. Instead, an entity
is required to recognise and measure either a 12-month
expected credit loss or a lifetime expected credit loss,
depending on the asset and the facts and circumstances.
The group expects that the application of the expected
credit loss model will not result in earlier recognition of
credit losses.

RRIEIR (RE) BRAR | ZB—EFEER

BB HREZERIE K ZFRAE
B TFEREEEE] EXBAR
BEBEERFEH 2 [BELE
BlERERA - REBEHEEEIERE
N BEABSHEBESEGHHGE
RRERE - Bk - ERAREE
EURSERBAERMGTE2
f A EEBEIKATEREER
B8 - NEEIEH c EREHEE
gfﬁﬁ%$§§ﬁ%mﬁﬂﬁﬁ
718 ©
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Notes to the Consolidated Financial Statements (continued)

RETBHmERME(E)

(Expressed in Hong Kong dollars unless otherwise indicated) (Bk5&zERAIN

33. Possible Impact of Amendments, New
Standards and Interpretations Issued but
Not yet Effective for the Year Ended 31

December 2017 (continued)
HKFRS 15, Revenue from contracts with customers

HKFRS 15 establishes a comprehensive framework for
recognising revenue from contracts with customers. HKFRS 15
will replace the existing revenue standards, HKAS 18, Revenue,
which covers revenue arising from sale of goods and rendering
of services, and HKAS 11, Construction contracts, which
specifies the accounting for revenue from construction
contracts.

Based on the assessment completed to date, the group has
identified the following areas which are expected to be affected:

(@) Timing of revenue recognition
The group’s revenue recognition policies are disclosed in
note 1(s). Under HKFRS 15, revenue is recognised when
the customer obtains control of the promised good or
service in the contract. HKFRS 15 identifies 3 situations in
which control of the promised good or service is regarded
as being transferred over time:

(i)  When the customer simultaneously receives and
consumes the benefits provided by the entity’s
performance, as the entity performs;

(i)~ When the entity's performance creates or enhances
an asset (for example work in progress) that the
customer controls as the asset is created or
enhanced;

(i)  When the entity’s performance does not create an
asset with an alternative use to the entity and the
entity has an enforceable right to payment for
performance completed to date.

If the contract terms and the entity’s activities do not fall
into any of these 3 situations, then under HKFRS 15 the
entity recognises revenue for the sale of that good or
service at a single point in time, being when control has
passed. Transfer of risks and rewards of ownership is only
one of the indicators that will be considered in
determining when the transfer of control occurs.

The group has assessed that the new revenue standard is

not likely to have significant impact on how it recognises
revenue from construction contracts.
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Notes to the Consolidated Financial Statements (continued)

e SR M ()
(Expressed in Hong Kong dollars unless otherwise indicated) (F& BB ERRSN » HAETTHIR)

33. Possible Impact of Amendments, New
Standards and Interpretations Issued but
Not yet Effective for the Year Ended 31

December 2017 (continued)
HKFRS 15, Revenue from contracts with customers
(continued)

(a)

(b)

Timing of revenue recognition (continued)

Currently the group’s property development activities are
carried out in Mainland China only. Taking into account
the contract terms, the group’s business practice and the
legal and regulatory environment of Mainland China only,
the group has assessed that its property sales contracts
will not meet the criteria for recognising revenue over
time and therefore revenue from property sales will
continue to be recognised at a point in time. Currently the
group’s policy to recognise revenue from property sales
upon the later of the signing of the sale and purchase
agreement and the completion of the property
development, which is taken to be the point in time when
the risks and rewards of ownership of the property have
been transferred to the customer. The group has assessed
that under the transfer-of-control approach in the new
standard revenue from property sales will generally be
recognised when the customer has the ability to direct the
use of the property and obtain substantially all of the
remaining benefits of the property. This would not result
in any change of timing of revenue recognition.

Significant financing component

HKFRS 15 requires an entity to adjust the transaction price
for the time value of money when a contract contains a
significant financing component, regardless of whether
the payments from customers are received significantly in
advance or in arrears.

Currently, the group would only apply such a policy when
payments are significantly deferred, which is currently not
common in the group’s arrangements with its customers.
Currently, the group does not apply such a policy when
payments are received in advance.

Advance payments are common in the group’s
arrangements with its customers, when residential
properties are marketed by the group while the property
is still under construction. In assessing whether such
advance payments schemes include a significant financing
component, the group has the length of time between
the payment date and the date when the customers
obtain control of the properties based on the typical
arrangements entered into with the customers.

3. BEFE—_E—t&F+-A=1+—
BILESEEEHEHGERKRENZ
8T - METERARREBZ R
e (1E)

ERAMERELEDNEISHIREF

A% 170
11

ﬁ
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(b)

B(EE)BRAR | —S—EFFR

PAN

Bzl ()

Wy SR TR R 2 B ()
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33. Possible Impact of Amendments, New
Standards and Interpretations Issued but
Not yet Effective for the Year Ended 31

December 2017 (continued)
HKFRS 15, Revenue from contracts with customers
(continued)

(b)

(c)

168

Significant financing component (continued)

Where such advance payment schemes include a
significant financing component, the transaction price will
need to be adjusted to separately account for this
component. Such adjustment will result in interest
expense being recognised to reflect the effect of the
financing benefit obtained from the customers during the
period between the payment date and the date when the
customers obtain control of the properties, with a
corresponding increase to revenue on sale of properties
recognised when control of the completed property is
transferred to the customer. However, the actual extent
of impact of this new accounting policy will also depend
on whether and by how much such interest expense can
be capitalised as part of the cost of the properties under
HKAS 23, Borrowing costs. If the interest expense is to be
capitalised until the construction work is completed, then
this new accounting policy will not have a material impact
on the group’s net profits during the construction period
and gross profit from the sales of properties. The group is
in the process of assessing the implication of the
significant financing component identified from the
property sales on its capitalisation policy.

Incremental cost of obtaining a contract

HKFRS 15 requires an entity to recognise as an asset the
incremental costs of obtaining a contract with a customer
if the entity expects to recover those costs. Incremental
costs of obtaining a contract are costs that the entity
would not have incurred if the contract had not been
obtained. The asset recognised shall be amortised, i.e.
charged as an expense, on a systematic basis that is
consistent with the transfer to the customer of the goods
or services to which the asset relates.

The Group considered the sales commission of property
sales is the incremental costs of obtaining a contract
because it incurs to obtain a contract with a customer that
it would not have incurred if the contract had not been
obtained. It shall be capitalised as “contract costs” when
incurred and recognise it as an expense when revenue
from the property sales contract that gave rise to the
commission is recognised. Currently, the Group's sales
commission of property sales is recognised as an expense
when incurred. The Group is in the process of assessing
the implication of sales commission of property sales on
its capitalisation policy.
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33. BF—_E—tEF+-_A=+—

33. Possible Impact of Amendments, New

Standards and Interpretations Issued but
Not yet Effective for the Year Ended 31

December 2017 (continued)

HKFRS 15, Revenue from contracts with customers
(continued)

The group plans to elect to use the cumulative effect transition
method for the adoption of HKFRS 15 and will recognise the
cumulative effect of initial application as an adjustment to the
opening balance of equity at 1 January 2018. As allowed by
HKFRS 15, the group plans to apply the new requirements only
to contracts that are not completed before 1 January 2018.
Since the number of “open” contracts for sales of electronic
products and properties at 31 December 2017 is limited, the
group expects that the transition adjustment to be made upon
the initial adoption of HKFRS 15 will not be material. However,
the expected changes in accounting policies as described above
could have a material impact on the group’s financial results
from 2018 onwards.

HKFRS 16, Leases
As disclosed in note 1(i), currently the group classifies leases into
finance leases and operating leases and accounts for the lease
arrangements differently, depending on the classification of the
lease. The group enters into some leases as the lessor and
others as the lessee.

HKFRS 16 is not expected to impact significantly on the way
that lessors account for their rights and obligations under a
lease. However, once HKFRS 16 is adopted, lessees will no
longer distinguish between finance leases and operating leases.
Instead, subject to practical expedients, lessees will account for
all leases in a similar way to current finance lease accounting,
i.e. at the commencement date of the lease the lessee will
recognise and measure a lease liability at the present value of
the minimum future lease payments and will recognise a
corresponding “right-of-use” asset. After initial recognition of
this asset and liability, the lessee will recognise interest expense
accrued on the outstanding balance of the lease liability, and
the depreciation of the right-of-use asset, instead of the current
policy of recognising rental expenses incurred under operating
leases on a systematic basis over the lease term. As a practical
expedient, the lessee can elect not to apply this accounting
model to short-term leases (i.e. where the lease term is 12
months or less) and to leases of low-value assets, in which case
the rental expenses would continue to be recognised on a
systematic basis over the lease term.
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33.

34.

170

Possible Impact of Amendments, New
Standards and Interpretations Issued but
Not yet Effective for the Year Ended 31

December 2017 (continued)

HKFRS 16, Leases (continued)

HKFRS 16 will primarily affect the group’s accounting as a lessee
of leases for properties, plant and equipment which are
currently classified as operating leases. The application of the
new accounting model is expected to lead to an increase in
both assets and liabilities and to impact on the timing of the
expense recognition in the statement of profit or loss over the
period of the lease. As disclosed in note 27(b), at 31 December
2017 the group’s future minimum lease payments under non-
cancellable operating leases amount to $6,080,000 for
properties only, the majority of which is payable either within 1
years or between 1 and 5 years after the reporting date. Some
of these amounts may therefore need to be recognised as lease
liabilities, with corresponding right-of-use assets, once HKFRS
16 is adopted. The group will need to perform a more detailed
analysis to determine the amounts of new assets and liabilities
arising from operating lease commitments on adoption of
HKFRS 16, after taking into account the applicability of the
practical expedient and adjusting for any leases entered into or
terminated between now and the adoption of HKFRS 16 and
the effects of discounting.

HKFRS 16 is effective for annual periods beginning on or after 1
January 2019. The standard offers different transition options
and practical expedients, including the practical expedient to
grandfather the previous assessment of which existing
arrangements are, or contain, leases. If this practical expedient
is chosen, the group will apply the new definition of a lease in
HKFRS 16 only to contracts that are entered into on or after the
date of initial application. If the practical expedient is not
chosen, the group will need to reassess all of its decisions about
which existing contracts are, or contain, leases, using the new
definition. Depending on whether the group elects to adopt the
standard retrospectively or follow a modified retrospective
method of recognising a cumulative-effect adjustment to the
opening balance of equity at the date of initial application, the
group may or may not need to restate comparative information
for any changes in accounting resulting from the reassessment.

Immediate and Ultimate Controlling Party

At 31 December 2017, the directors consider the immediate
parent and ultimate controlling party of the group to be Mega
Regal Limited, which is incorporated in BVI. This entity does not
produce financial statements available for public use.
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Five-Year Group Financial Summary

AFEREMBIRE

Results ES
For the year ended 31 December HE+-—_A=1+—HBILFE
2017 2016 2015 2014 2013
—E—tF | ZE—RF ZZT—HF T—MF =ZT—=
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FAT FHIT FAT FAT
Turnover EERE - = = - 4,490
(Loss) profit attributable to ARAB PR FEN
equity shareholder (E18) %7
of the Company (18) (31,015) 17,240 (13,878) 58,657
(Loss) earnings per share % (E518) &BF
(HK cents) (&AL
— Basic — ®EK (0.00) (7.40) 411 (3.31) 38.14
Assets and liabilities BERAR
At 31 December R+=ZA=+—8”
2017 2016 2015 2014 2013
24t | CB—RE —T—RFE —T-NME —T—=£f
HK$000 HK$'000 HK$'000 HK$'000 HK$’'000
FBxT FAT FHIT FAT FiET
Non-current assets FERBEE 1,449,286 | 1,302,530 1,403,794 1,467,171 1,467,313
Current assets MENEE 5,445,961 528,664 566,794 598,219 666,641
Current liabilities MEAE (3,847,949) (206,131) (206,062) (207,544) (207,275)
Non-current liabilities ERBAE (1,367,536) (147,461) (156,478) (165,231) (169,872)
Net assets FEE 1,679,762 | 1,477,602 1,608,048 1,692,615 1,756,807
=mizR(EE) sRAT | —e—teew 171



Particulars of Major Properties

EFEMRFER

Investment Properties

Descriptions

R

Gross floor

area

BEEEE
(sg. m.)
(FFK)

BREME

Nature
of property

YIRMEE

Attributable
interest
to the Group
TEE
LR

Category
of lease

HEEH

1. A commercial building,

located at Nos. 152-158 Jiaozhou Road,

Shibei District,
Qingdao City,
Shandong Province,
the PRC
—BEERNE

(VA

IWERA

=0l

mibE

PN #& 152-158 5%

2. A commercial building
located at No. 86 Zhongyang Avenue,
Daoli District,

Harbin City,
Heilongjiang Province,
the PRC

—ERERE

IR

BRI

MRERET

BERE

R R 86 5%

26,507.07

10,089.60

Land held under a Property Development Project

Gross
floor area
wEE
#R [EE

sq.m.

Descriptions

Nature of interestto Category
property

Site area

R
sq.m.
Tk

NFEHE

Commercial
[EES

Commercial
[EES

100%

100%

MEBREE T

Attributable

the Group
rEE
EibER

of lease

BEEH

Stage of

TRESR

AT

Medium
R H]

Medium
AR ER

Expected Lot
completion completion

number

1. Anparcel of land at western side of
Zhengyang Street, Shenhe District,
Shenyang City, Liaoning Province,
the PRC
i
& ERS AR

172

188,252

31,376
[GES
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