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Past Performance and Forward Looking Statements

The performance and the results of operations of ZH International Holdings Limited (the “Company”) and its subsidiaries (collectively, the “Group”) as set out
in this annual report are historical in nature and past performance is not a guarantee of future performance. This annual report may contain forward-looking
statements and opinions (including statements, figures, plans, images and other information) that involve risks and uncertainties. Actual results may also differ
materially from expectations discussed in such forward-looking statements and opinions. Neither the Group nor any of its directors, employees or agents shall
assume any obligations or liabilities in the event that any forward-looking statements or opinions does not materialise or turns out to be incorrect.
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ZH International Holdings Limited (the “Company”) was founded in
1965 and has been listed on the main board of The Stock Exchange
of Hong Kong Limited (the “Stock Exchange”) since 1972.

The headquarter of the Company is located in Hong Kong, and has
offices in Japan and the United States (“U.S.” or “USA”). It also owns
a sizeable portfolio of properties in Singapore, Hong Kong, Japan,
the U.S. and the People’s Republic of China (“PRC” or “China”). The
Company together with its subsidiaries (the “Group”) is principally
engaged in property development, property investment and
management, hotel operations and securities trading and investment
in the PRC, Hong Kong and overseas. The Group is currently
pursuing twin engines of growth — expansion in property development
in the PRC and the Real Estate Investment Trust (“REIT”) ownership
and management strategy (“REIT strategy”) in the U.S..
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With the change of controlling shareholder of the Company since
July 2015, a number of immediate benefits have been brought to the
Group, such as introduction of highly experienced new members to
our management team and the board (“Board”) of directors of the
Company (the “Directors”) in property development industry with
decades of experience in China, provision for strong financial support
for the growth of the Group and engagement with certain qualified
competent construction contractors for the property development
projects of the Group. With the synergistic effects from these
significant resources and networks in China, the Group expects
to be able to leverage for its future development in the property
development sector. During the years of 2016 and 2017, the Group
has successfully bidded five and fourteen large-scaled and certain
medium to small-scaled land parcels respectively in public auctions
in Henan Province and Beijing in the PRC, and obtained financial
support for property development of certain of these land parcels.

Following the Group’s strategy in expanding its business operation
in the PRC, the Board will continue to identify new property
development projects and bid for land use rights of selective land
parcels in the PRC with focus on Zhengzhou City, Henan Province
and other first and second tier cities in the PRC in the coming years.

With the Group’s continuous drives on REIT strategy, one of its U.S.
listed REITs, Global Medical REIT, Inc. (“GMR”), has successfully
completed the offering of its share and migration listing from Over-
The-Counter (“OTC”) to New York Stock Exchange (“NYSE”) in the
U.S. during the year of 2016. The Group has continued providing
management services and receiving recurring management fees
directly to and from GMR under the management agreement.

Another U.S. REIT subsidiary, American Housing REIT, Inc. (“AHR”),
an OTC listed REIT, owns a portfolio of single family rentals primarily
in Texas, Florida and Georgia, USA. With the Group’s REIT strategy
in seeking higher-than-average annualized yield, the Group revisits
the current properties portfolio of AHR and diversifies its investment
from single family housing to senior housing communities to seize
the potential opportunity for the current strong demand on retirement
communities and elderly care industry in the U.S.. During the
year of 2017, AHR has successfully acquired two senior housing
communities. The Board will continue to identify opportunities for
acquisition of other senior housing communities and working towards
upgrading AHR listing as our second listed REIT in NYSE or other
international stock exchanges in the near future.

The Company will make use of the Group’s financial, human and
technological resources to enhance its portfolio, asset base, brand
image as to creating new sustainable revenue streams and enhancing
shareholder value.
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Mr. Zhang Jingguo

FE - BITEEFRITIHAAE,
Chairman, Executive Director and
Chief Executive Officer

Dear shareholders,

It is a great honor for me, on behalf of the Board, to present the
annual results of ZH International Holdings Limited (the “Company”,
together with its subsidiaries, the “Group”) for 2017 to our
shareholders.

Despite complicated global environment and challenging economic
conditions in 2017, we responded quickly to the changes in market
situation and developed rapidly under the complex environment.
During the financial year ended 31 December 2017, the Group
recorded operating revenue of approximately HK$1.27 billion,
representing an increase of 1,498% over last year, and recorded
gross profit of approximately HK$426 million, representing an
increase of 593% over last year. The significant increase in operating
revenue and gross profit of the Group in 2017 was primarily
attributable to the Group’s expansion in property development
business in the PRC.
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The PRC

2017 was a year of transformation for the Group. The Group was
committed to developing high-quality properties in the PRC and had
achieved remarkable results, which was highly recognized by our
customers and our business partners. Despite tightening controls
and increasingly fierce competitions, the Company achieved excellent
sales performance and expanded into new markets with successful
bids of premium land parcels in first-tier cities as Beijing, as well as
cities surrounding Zhengzhou as Xinxiang, Xuchang and Dengfeng.
This achievement reflected the Group’s expansion strategy of
“Focusing on cities based on Zhengzhou (37 & ZBJN - 3 I B2 £E)”,
which is also a testament to the Group’s capability to expand its
presence and enhance its influence.

Development is a long-term and eternal theme, and the prosperous
development of the Group depends on its land bank. In 2017, the
Group made fourteen successful bids of large-scaled land parcels
at an aggregated consideration of approximately RMB9.9 billion,
bringing an increment of aggregated GFA of approximately 1.61
million sg.m. to our land bank. Our professional land bidding team
has enhanced the success rate of land resources acquisitions. In
addition, the Group’s land acquisition strategy has been developed
on the basis of in-depth and prudent market research on the land
location with advanced preparation effort on project design and
estimate, so as to secure premium land resources at a relatively
competitive cost. Our abundant land reserve with this pragmatic
strategy provides a solid basis for the Group’s survival and
development, and further supports the Group’s sustainable and
steady development over the next few years.

Apart from adequate and reasonable land resources, the Group’s
healthy and sustainable development also depends on efficient
operating mechanism. The average speed for progress from land
acquisition to the launch of sales by the project companies of
the Group is in a leading position in the industry. Meanwhile, by
cooperating with domestic leading business partners, the Group
has adopted refined management and established standardized
process and management system, resulting in an efficient value chain
system from land acquisition, design, construction, sales to property
management services.
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We will continue to enhance the competitiveness of the Group
and enhance the awareness and brand image of our properties
in the PRC. By adhering to our core work plan of “High quality
with business expansion (5 & « &R 1E)", we are committed to
establishing the Group’s high-quality image in respect of layout
design, selection of suppliers, construction progress management,
provision of ancillary facilities, etc. We will also remain committed to
providing state-of-the-art products, staying aware of the market and
operating cost, in turn, maximizing the Group’s results of operations.

The U.S.

In the U.S., the Group now owns interests in two REITs, namely
NYSE-listed GMR and U.S. OTC-listed AHR, which are both
managed by its 85%-owned Inter-American Management, LLC
(“IAM”), led by a specialised team of highly experienced professionals
with in-depth knowledge in the U.S. real estate market, and is
committed to constantly exploiting potential business opportunities
for the Group’s U.S. operations.

GMR

GMR has been focusing on acquisition of state-of-the-art, purpose-
built with contemporary technology, licensed and specialised medical
facilities in the U.S., and currently owns 42 specialised medical
and healthcare facilities, with approximately 1.65 million rentable
square meters, mainly located in Pennsylvania, Texas and Florida
in the U.S.. The Group now has 12% equity interest in GMR, and
receives management fee income based on 1.5% of the GMR’s net
assets annually and quarterly dividends at significant higher-than-
average annualised yield of approximately 8%. Under its prosperous
operational performance, GMR will continue to accelerate its
acquisition of potential medical projects in the future to enlarge its
asset base and gain recognition in the U.S. capital market. With
expansion of GMR, our management company, |IAM, will also enjoy
higher management fee income.
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AHR

AHR is currently 99%-controlled by the Group. In 2017, AHR
completed the acquisition of two senior housing communities, namely
Oxford Derby in Kansas and Oxford Mckinney in Texas, amounting to
US$27.6 million, which started up the Group’s strategic expansion in
elderly care industry. We believe that improved medical services and
facilities, growing senior population, improved living standards and
the culture of independence in the U.S. nourished a strong demand
on the retirement community in the U.S. for nursing home. Therefore,
to seize the industry potential for the elderly care industry and in
line with the Group’s strategy in seeking for higher-than-average
annualised yield, the Group has diversified the investment from single
family housing to senior housing in 2017. In the future, the Group will
proactively cooperate with industry-leading with significant regional
advantages senior housing developers and operators to accelerate its
acquisitions, thus increasing business revenue with capital support.

Other Overseas Operations

The Group will regularly review the Singapore property market to
explore business opportunities in the market and development
opportunities in the foreseeable future. For the non-core Japan hotel
business, while the Group is seeking potential buyers to dispose of
the hotels or operation to enable the Group to deploy its resources
in the most efficient way, it is actively seeking ways to enhance its
overall profitability with a view to achieving break even soon.

Appreciation

The Group experienced significant challenges and opportunities
in 2017. The Group has been growing stronger in face of market
regulation and fierce competitions and developed in a steady manner.
To achieve this win-win performance with scale and profitability, it
depends on the efforts of all staff as well as the support of business
partners. On behalf of the Board, | would like to take this opportunity
to express our wholehearted gratitude to all shareholders, partners
and customers of the Company for their trust and support. In the
future, we will not slow down the pace for challenges and continue
to monitor the market closely and operate our business diligently, in
return, to enhance our profitability and dedicate to create the best
returns to our shareholders and investors.

Mr. Zhang Jingguo
Chairman, Executive Director and Chief Executive Officer
Hong Kong, 28 March 2018
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HONG KONG AND OVERSEAS PROPERTY
PORTFOLIO

The Group owns a diverse range of residential, commercial properties
and quality hotels located in Singapore, Japan, Hong Kong and the
U.S..

SINGAPORE PROPERTIES
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The Group’s Singapore property portfolio is concentrated in locations
near Mass Rapid Transit (MRT) stations, Singapore’s railway system,
ensuring convenience and connectivity. The Group owns a portfolio
of SOHO units at Southbank which features high-ceilings and
duplexes. These units are uniquely zoned for both residential and
commercial uses and hence generate strong rental yield. The Group
also owns a portfolio of residential properties at Dakota Residences
adjacent to the Dakota MRT station.

JAPAN PROPERTIES

1&2. Aizuya Inn

The Group currently owns two properties in Japan — the first being
Aizuya Inn, an authentic and traditional Japanese hot spring inn
located at Nasu, Tochigi prefecture, a famous mountain resort area
approximately two-hours drive from the Tokyo downtown, and the
other being The Hamilton Sapporo Hotel, an 8-storey hotel erected
over a one-level basement situated at Chuo Ward, Sapporo City,
Japan.
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2&3. Southbank Soho
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3&4. The Hamilton Sapporo Hotel
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HONG KONG PROPERTIES

In addition to some smaller properties, the Group owns two floors
of the commercial building, Wyndham Place, a prime office building
located in the Central district of Hong Kong — the central business
district of the region. The Group currently uses a portion of one floor
for its headquarters while leasing out the remaining portion.

U.S. PROPERTIES

1&2. Single Family Rentals

The Group owns about 38 Single Family Rentals (“SFRs”) located in
Texas, Florida and Georgia through its REIT subsidiary, AHR (with
total lettable area of approximately 74,659 sq. ft.). These homes
are carefully selected for their location, condition, tenant profile and
potential for capital appreciation. During the year of 2017, two senior
housing communities (one in Texas and one in Kansas) with total area
of approximately 98,700 sq.ft. were acquired by AHR’s subsidiary.
The Group also owns freehold land parcels with approximately
273,200 sg. m. in California and two residential units situated on Wall
Street in New York.
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PROPERTY DEVELOPMENT
IN THE PRC AND LAND BANK SUMMARY
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PROPERTY PROJECTS IN THE PRC

As at 31 December 2017, the Group has two completed property projects and
fourteen property projects under development and planning in the PRC. Interests of
all these property projects in the PRC are 100% attributable to the Group.

PROJECTS HIGHLIGHTS

Zensun Jingkai Plaza
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Located at the Economic and Technological Development Zone of Zhengzhou City (“ETDZ”),
Zensun Jingkai Plaza is situated in the north of Jingnan 2nd Road, east of Jingkai 9th
Avenue, Zhengzhou City. It is the landmark project in the ETDZ in which the Group made
substantial investment in 2015. The project has a total site area of 72 mu with aggregate GFA
of approximately 293,000 sqg.m. at plot ratio of 4.499 and greening ratio of 25%. The project
adopts a semi-open concept with an open and self-containing design. It is encompassed by
nine building blocks, including four Grade 5A deluxe office buildings, four single office buildings
and one white-collar deluxe commercial apartment building. The project features the best
investment potential and development prospect, as It is currently the largest and the highest
class commercial complex under development in the ETDZ, and well served by supporting

facilities.
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Zensun Longhushangjing
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As a masterpiece project of the Group, Zensun Longhushangjing ranks the top of Shangjing
project series of the Group. Located at Beilong Lake in Zhengdong New District and the
junction of Zhongyi Road and Chaoyang Road, the project enjoys the quintessential resources
of the city. The project covers a total site area of 93 mu with plot ratio of 1.49. It has aggregate
GFA of approximately 186,000 sq.m.. Designed by Australia PT Design, the project is inspired
by the palace architectures of Ming and Qing Dynasty with respect to its construction and type,
featuring squarish layout with a central axis, comprising 23 blocks of new Chinese-style 5-storey
bungalows with lifts. The project provides units with GFA of approximately 142 —209 sg.m.,
boasting health, intelligence, safety, quality, and culture. Featuring oriental elegant living style,
the project is available for people living in Central China.

Zensun River Home
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Located in Huiji District in Zhengzhou City, Zensun River Home is situated at the administrative
business center of north area in Zhengzhou, adjacent to many institutions such as government
of Huiji District. The project is adjacent to Metro Line 2 and 3, surrounded by 2.83 million sg.m.
of Huiji special commercial areas with facilities such as hospitals, schools, and leisure parks
planned. The project enjoys convenient medical, commercial, recreational, and cultural facilities
surrounded. The first phase of the project has planned aggregate GFA of approximately 413,000
sg.m. with plot ratio of 2.99 and greening ratio of 30%. Styled with England architecture, the
project comprises 9 blocks of bungalows with lifts and 13 blocks of high-rises, forming a match
of low and high buildings with closed-circle design. At the entrance of every block, a small
leisure plaza is set. Blossoming flowers, a large area of lawn, and lush trees bring you special
mind experience when you come home every time.
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Estimated 4th quarter of 2020
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413,205 2

Architectural Form:  Residential

BEERE =

Estimated 3rd quarter of 2020

Completion Time:
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ZH International Holdings Limited

EEREERERAE

PROPERTY DEVELOPMENT
IN THE PRC AND LAND BANK SUMMARY

ERE 2B RN Lt AR

Zhengzhou Zensun River Valley Zhengzhou

B0 M 1 73 ] U N L))

PROJECT DESCRIPTION
HE &N

$ Site Area (approximately):
F THEAE(R))
sg.m.
A 183,451 .
=
g Total GFA (approximately):
S mELEmA(RY) -
sg.m.

608,319 !,

Architectural Form:  Residential

R B fE=

Estimated 4th quarter of 2020

Completion Time:

R T T TEFNE
With Yellow River to the north, Mangshan Mountain in the back, the ancient Sui and Tang  [F pg5a I8 4L EE =50 - &&= tB1Y - e E VS
grand cannel in the front, Zhengyun Highway in the left, and Dahe Road to the south, Zensun  #ZE 3% - R AN HEEBXEBEEN Sy
River Valley enjoys unique natural environment, abundant tourist resources, strong cultural  jR#E&E R - EEM LR EM B ERIEY 4% FEE
atmosphere, and convenient transit networks. It also belongs to the grand cannel cultural area [ fF & 2k k33 59 K380 (B [E o 1F g/ 1A ) P
significantly supported by the government. Dominated by residential, commercial and educational  #& 2+ - B H N2 1824 58 FHKEF N REERRIS
functions, Zensun River Valley is planned to own a 45,000 sq.m. of sport park comprising  SEBkIS « 485k15 - 77 E L4158 « =R =RERR -
various entertainment facilities such as basketball court, badminton court, tennis court, children’s 2 55 « TSR L - TNEHES W [FIE A
playground, indoor swimming pool, billiard room, gym, indoor golf court, and indoor squash court,  [& A El 4R BISFT4NHEE « 3FF/NE « 3FT#IE R1FTE R : #
etc.. Meanwhile, at the community, it is planned to build 8 kindergartens, 3 primary schools, — &% - TR L SEE . EREM - 5E:421(F - Bl
3 middle schools and 1 high school; new Chinese-style aesthetic architectures, cross-shaped — #{itEMSEE - (FH M ERE T LEMSEEIZERS o

central landscape area, a garden with 3 rows of buildings, greening in 5 levels, and innovative
tiny-slope gardening landscape, making a perfect integration of new Asian architectures and
stereoscopic gardening landscape.

Zensun Longshuishangjing Zhengzhou

ERREKER B0

PROJECT DESCRIPTION
5B &N

Site Area (approximately):

THIEFE (L) :
= sg.m.
- 58,338 sam,
e Total GFA (approximately):
= Bl HREEEE(R) ¢
sg.m.
99,175 sam,
5 Architectural Form:  Residential
: - REERE F=E
T Estimated 1st quarter of 2021
Completion Time:
TRtk TR R FE—F

3 EERETHEN CRREOITE
in Zhengdong New District, Zensun Longshuishangjing is the Group’s second Shangjing project ~ FIEE % - i ABFER 3@ b 28 A 05 I8 B L = B2 &2
following Zensun Longhushangjing. The whole project covers a total site area of approximately & - #{E18 B (5 #h E & 49878, © DIEX 51.699 -
87 mu with plot ratio of 1.699 and greening ratio of 35%, comprising 18 blocks of 7-storey ~ 35% » JRZ=18HR7FFEE ~ 1R % B A1 P4 E
bungalows, 1 block of building for property use, and 1 kindergarten. With approximately — E2418400@db &4 + FaiE 49770 S iE A AR - >
8,400 mu Beilong Lake to the north and approximately 770 mu East Cannel Park to the west, 4F4REER : 1£ P35 R SRR SIEE FHAR - &
the project enjoys the first-tier biological resources. Upgraded based on the top decoration — im# (& @k2 » BA SR AFE LM + LAFTP R AE

i+ =}

< an
standard of shangjing series, the project has adopted the international high-end decoration — Eid [RIFZE AL ©
brands, creating an artistic living environment. Styled with new Chinese-style architecture, the
project is available for elite living in Central China.
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PROPERTY DEVELOPMENT

EREYEERE L it # A E

LAND BANK SUMMARY

Property Project

UESL

Location

Rt

COMPLETED PROPERTY PROJECTS

BRAAEER

Zensun Jingkai Plaza

EBEFES

=

Zensun Xinghan Garden

EAEETLE

North of Jingnan 2nd Road, east of
Jingkai 9th Avenue, Zhengzhou City
INTERSENER - BB

East of Dahe Road and Guxu Road,
Zhengzhou City
BMmATRARREER

PROPERTY PROJECTS UNDER DEVELOPMENT/PLANNING

KR/ BHTNRER
Zensun Scholar Garden
IHEEHE
Zensun Longhushangjing
A LR
Zensun Voyage Garden
FAER#E
Zhengzhou Zensun

River Valley (Phase )
INEBTEN (55

Zhengzhou Zensun
River Valley (Phase Il)
INEBTEN (Z-H)

The intersection of east to Sanglin East Road
and north to Ruifeng Road, Zhengzhou City

INMEMRHAR  RERILRER

North of Chaoyang Road and east of
Zhongyi Road, Zhengzhou City
NTEGENL  REBIR

West of Jingkai 17th Avenue, north of
Hanghai East Road, Zhengzhou City

INPRERARILEBRE TLABNE

North of Lvda Road and west of
Yuxiu Road, Zhengzhou City
SN mRER I EEARUE

North of Lvda Road and east of
Hongsong Road, Zhengzhou City
PNmEERRAAEIR

Estimated
Completion Time

B IRE
N/A
R

N/A
TER

4th quarter of 2019
“E-NEERER

4th quarter of 2020
“ECREEMER

2nd quarter of 2020
CERCEFECER

4th quarter of 2020

i

4th quarter of 2020
= b

Interest
attributable
to the Group

A5A
WERH
LAf $

100%

100%

100%

100%

100%

100%

100%

T RERE

Use

il

Commercial

(3

Residential
fix

Commercial
L

Residential
fix

Commercial
[5E

Residential
fiz

Residential
fix

Remaining

Completed

GFA

Total site area Unsold
(sq.m.) (sq.m.)

Annual Report 2017

IN THE PRC AND LAND BANK SUMMARY

Approximately Approximately Approximately Approximately

BRIME
AibwEE HEREER

(¥5%)  (FAK)

i K
47,73 234,338
34,439 13,330
2,357 -
62,286 -
56,631 -
94,426 -
89,025 -

“_F—tEER

GFA Under ~ GFA Under
Development Planning
(sq.m.) (sq.m)
BRT EH
BEER BEEE
(¥5X) (F5K)
4 f
143,371 -
185,842 -
279,3% -
300,681 -
307,638 -
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ZH International Holdings Limited

EEREERERAE

PROPERTY DEVELOPMENT
IN THE PRC AND LAND BANK SUMMARY

EREYEERE L it # A E

Remaining
Completed
GFA  GFAUnder  GFA Under
Interest Total site area Unsold Development Planning
Estimated attributable (sq.m.) (sq.m.) (sq.m.) (sq.m)
Property Project Location Completion Time  tothe Group  Use Approximately Approximately Approximately Approximately
BRINE R EE
158 BitER HEREEE BEEE BEER
WER (F5%) (FHk) (F1K) (FHK)
VELL Rt A IRE s RE f f 8 f
PROPERTY PROJECTS UNDER DEVELOPMENT/PLANNING (Continued)
kR /BUNEER (H)
Zensun River Home South of Xincheng Road, east of Yule Road,  3rd quarter of 2020 100%  Residential 98,973 - 413,206 -
Zhengzhou City CECTEECZR frz
EAFIR BN mETE I B ERER R
Zensun Prosperity Court - South of Shisu Road, east of 2nd quarter of 2020 100%  Residential 8,051 - 37,447 -
Fengshuo Sonth Road, Znengzhou Gty —E-E55-3F frz
TARBEE DNTRERERSERER
Beijing Fengtai Project Huaifang Village & Xingong Village, 3rd quarter of 2021 100%  Residential & 53,214 - - 90,890
. Nanyuan County, Fengtai Disrict, Being ~ —E-—%££=3F educational
TRERER kRTERRBAARENRIEH F=R#E
Beiing Shunyi Project 5th Avenue District, Shunji Newtown, 3rd quarter of 2021 100%  Residential 4,170 - - 60,109
Renhe Town, Shunyi District, Beijing Ik S 3 i3
FrRIEEER FRmEEECHERRIHZNEE
Dengfeng Zensun Southwest District, Intersection of Taihe Road  1st quarter of 2021 100%  Residential 46,899 - - 136,177
City » Yu Garden and Zhengtong Road, Dengfeng City “EC-EE-3E frz
EHEAN #E BT AN AR IO EREY
Dengfeng Zensun Northeast comer, Intersection of Denggao 1st quarter of 2021 100%  Residential & 15,992 - - 62,583
City # Xi Garden Road and Fuyoy Road, Dengfeng City “5o-FE-3E commercial
BN« ER EHMERRRERARRNARLA % Ex
Dengfeng Zensun Northwest corner, Intersection of Denggao ~ 1st quarter of 2021 100%  Residential & 32,986 - - 82,466
City » Tai Garden Road and Fuyou Road, Dengfeng City “5o-FE-3E commercial
EHEAN 58 EHMERARERRRRNAELA iz E%
Dengfeng Zensun Northeast comer, Intersection of 1st quarter of 2021 100%  Residential & 27,210 - - 39,979
City  Xiang Garden Hanque Road and Tianzhong Road, “E-FE-3E commercial
Dengfeng City iz E%
BHLEAN HE BHMERRERT RN ORLA
Dengfeng Zensun Northeast comer, Intersection of Yinghe Road  1st quarter of 2021 100%  Residential & 50,436 - - 79,728
Clty o He Garden and Tianzhong Road, Dengfeng Clty - 3 commercial
EHLEAN AE BHmRTRERTRINORLA iz B%
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Interest

Estimated attributable

Property Project Location Completion Time  to the Group

148

REE%

VELE BBt AT RAE fEs
PROPERTY PROJECTS UNDER DEVELOPMENT/PLANNING (Continued)

TR/ EHNEER (E)
Zensun Twin Cranes West of Shuanghe Lake 2nd Steet, south of  3rd quarter of 2020 100%

Lake Heshou Outer Ring Road, Zhengzhou City S-S5 E=%f

AR INHEENRALNE RN _EUA
Xuchang Zensun Scholar - North of Nongda Road, south of Gui Hua 4th quarter of 2020 to 100%
Mansion Nong Xuan Road and west of Gui Hua Han ~ 4th quarter of 2021
Lin Road, Jianan District, Xuchang City ~ —E-S£ZMEEF
HELEERER FETRZERABLA _ECEEMER
RERERE B LR EMEER
Xuchang Zensun Golden  East of Laodong North Road and 4th quarter of 2020 to 100%
Mile House south of Gui Hua Zhou Zhuang Street, 4th quarter of 2021
Jianan District, Xuchang Clty “EIEEEMERE
FELELELR FETRZBABIANE REABEENE R--FENER
Zensun South of North 3rd Ring Road, east of 1st quarter of 2021 100%
Longshuishangjing Longhu Neihuan East Road, “EC-FE-3E
Zhengzhou City
@Rk DNTH=REE  EHREERR
Xinxiang Zensun Golden ~ South of Kelong Avenue, 1st quarter of 2021 100%
Mile House (Phase | east of Xiner Street, Xinxiang City “5o-FE-3E
TAIESHEE-8  FETREAENE FoER
Xinxiang Zensun Golden ~ West of Xinzhong Avenue, southeast comer of - 1st quarter of 2021 100%

-

the intersection of Hongyuan Strestand ~ —E=—%5-%F
Guihua Road, Xinxiang City
FHATRRAEUE  BRE Eﬁ%ﬁiﬁiﬁﬁﬁ

Mile House (Phase l)
GifNA=E D fug et

Grand total @t

The Group will continue expanding its property development in Henan Province and

other first and second tier cities in the PRC.

Annual Report 2017

“_F—tEER
Remaining
Completed
GFA  GFAUnder  GFA Under
Total site area Unsold Development Planning
(sq.m.) (sq.m.) (sq.m.) (sq.m)
Use Approximately Approximately Approximately Approximately
BRIMA R 2
AEEE HEREER BEEE BEEE
(F5K) (F5X) (F5X) (F7%)
R f f f f
Commercial 11,215 - - 39,250
a%
Residential 115,449 - - 313,230
frz
Residential 60,948 - - 167,991
frz
Residential 58,338 - - 99,175
frz
Residential & 45,591 - - 159,569
commercial
2
Residential & 36,712 - - 128,492
commercial
iz E%
1,112,084 247,688 1,667,580 1,459,639

REBBEERANTETEEREMME— E-R

P HEERMES -
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ZH International Holdings Limited

EEEREZERERAE

REIT OWNERSHIP AND
MANAGEMENT STRATEGY

FiERERFTHERREERE

INTER-AMERICAN
GROUP

The Company announced on 6 December 2013 a three-phases
growth strategy (the “Growth Strategy”) as ascribed in our REIT
Strategy, which involves (i) building up a portfolio through seeding
and growing REITs in the U.S.; (i) developing recurring management
fees from direct management of these REITs; and (ji) raising capital
through potential listings of these REITs.

The Company has so far seeded two U.S. listed REITs, both are
managed by the U.S.-based company, IAM, a wholly-owned
subsidiary of the 85%-owned Inter-American Group Holdings Inc.
(“IA Group”) by the Group, which earns recurring management fees
of 1.5% of the REITs’ net assets under management. The remaining
15% stake of IA Group is owned by Mr. Jeffrey Busch, the Chief
Executive Officer of IA Group who is a 30-year real estate veteran and
previously served two U.S. Presidents, overseeing a yearly budget of
over US$3 billion to develop housing and commercial real estate for
the U.S. Government.

INTER-AMERICAN
MANAGEMENT

IAM is the REIT management arm of IA Group, led by a specialised
team of highly-experienced professionals with deep knowledge in
the U.S. real estate, REITs, healthcare, management, logistics and
business development.

IAM manages our Group’s seeded REITs — AHR and GMR - and
plans to eventually manage other global REITs. IAM estimates to
receive recurring management fees of 1.5% to 2.0% of assets
under management, varying by each individual REIT and depending
on their performance. Its REIT management strategy centres on
systematising, and creating viable economies of scale, to effectively
manage cash flow over the life cycles of a wide range of real
estate holdings. IAM focuses on minimising operating expenses by
optimising property evaluation and property management practices,
through advanced online property tracking tools coupled with on-
site evaluations. IAM sources prospective acquisitions based on the
broad relationship network of 1A Group’s U.S.-based executive team.

To accelerate the REIT’s growth through additional capital raising,
the Group is dedicated to carrying out plans to migrate the listing
of the two REITs successfully from OTC to international stock
exchanges. With the led by our professional management team in
IAM, GMR has been successfully completed offering of its shares and
migration listing to NYSE in the U.S. during 2016. The Group’s REIT
management arm is proactively working towards the migration plan
for the next REIT.
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AMERICAN
HOUSING REIT

AHR is currently a 99%-controlled U.S. OTC-listed REIT and
managed by IAM. The primary business strategy of AHR is to
acquire and lease single-family homes as well-maintained investment
properties to generate attractive risk-adjusted returns over the long-
term. AHR consistently employs a disciplined and focused approach
in evaluating available acquisition opportunities, and maximising
the expected returns with the mix of rent yield and future potential
appreciation in value. As at 31 December 2017, AHR owned a
portfolio of about 38 single-family rentals (“SFRs”) primarily in Texas,
Florida and Georgia in the U.S.

In view of our professional specialist management arm on the
favourable potential prospect on retirement communities and elderly
care industry in the U.S., the Group diversifies its current property
portfolio from single family housing to senior housing in order to seize
the industry potential. Two senior housing communities in Texas and
Kansas in the U.S. were acquired in the first half of 2017. The Group
believes that a diversified investment portfolio will generate a higher-
than-average annualised yield and assist future capital fund raising in
potential migration listings.

GLOBAL

h MEDICAL REIT

4

GMR was previously a 99.9%-controlled U.S. OTC-listed REIT and
managed by IAM. During 2016, GMR has successfully completed
the offering of its shares and migration listing from OTC to NYSE in
the U.S.. As a result, the Group’s interest in GMR was diluted from
99.9% to 14.8%. Although GMR ceased to be a subsidiary of the
Company and no longer controlled by the Group after the GMR
offering, IAM has continued providing management services in return
for receiving recurring management fee at 1.5% per annum of GMR’s
net assets under the management agreement. IAM also continued
managing various fund raising activities in the future to increase
the capital base of GMR, which in return, increase the recurring
management fee income. As at 31 December 2017, the Group has
12% equity interests in GMR.

GMR holds a medical real estate portfolio of specialised, high-acuity
medical facilities and seeks to maintain distributions with a higher-
than-average annualised yield of 8%.

Annual Report 2017
“E-tEER
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ZH International Holdings Limited

EEREERERAE

REIT OWNERSHIP AND
MANAGEMENT STRATEGY

FiERERFTHERREERE

GMR’s strategy is to acquire licensed, specialised medical healthcare
facilities and lease to locally-dominant healthcare operators on long-
term leases with contractual annual rent escalations. These leases are
structured as triple net which require tenants to pay for all property
operating expenses including property taxes, insurance, maintenance
and capital expenditure. GMR looks for opportunities in sector that
healthcare operators wish to monetize their real estates to redeploy
into core health-care operation and immediate growth initiatives. A
key differentiation for GMR with other real estate investors is GMR
focus on high-acuity single-tenanted properties which require in-
depth health care knowledge and industry expertise to underwrite
creating an investment “barrier to entry” for “generalist”, while other
real estate investors focus on generic office, residential, and retail real
estate.

GMR acquires properties on a long-term sale and leaseback basis
which provides GMR with secured, predictable, growing rental
income. GMR’s in-depth experience and contacts within the health
care real estate community enable GMR to source non-brokered
investment opportunities off-market and on favourable terms. GMR
is able to originate property acquisitions with healthcare operators
directly by catering specifically to their capital, accounting, legal,
regulatory, and strategic needs.

As of 31 December 2017, GMR’s portfolio consisted of 37 facilities
with an aggregate of (i) approximately 1.3 million rentable square
feet, (i) approximately US$35.7 million of annualized base rent, (iii)
an approximate weighted average capitalization rate of 7.6% and (iv)
approximately 10.5 years weighted average lease term remaining.
During the year of 2017, GMR completed 23 acquisitions. These
medical and healthcare facilities acquisitions included a Rehabilitation
Hospital in Austin, Texas; medical office buildings in Moline, lllinois;
Albertville, Minnesota; Las Cruces, New Mexico; Clermont, Florida;
and Brockport, New York. GMR continues to seek investment in
primarily off-campus medical office buildings and purpose-built,
licensed specialized medical facilities, such as surgery centers,
specialty hospitals, and in-patient rehabilitation facilities to align the
portfolio with contemporary trends in the delivery of demographically
supported healthcare services. GMR targets markets with high
demand for premium healthcare services, and within those markets,
assets that are strategically located to take advantage of the
decentralization of healthcare, such as facilities located away from
hospital campuses.
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ZH International Holdings Limited

EEREERERAE

MANAGEMENT DISCUSSION
AND ANALYSIS

EEENmEDN

FINAL RESULTS AND DIVIDEND

For the year ended 31 December 2017, the Group recorded a
turnover of approximately HK$1,272.0 million and gross profit of
approximately HK$425.6 million, representing an increase of 1,498%
as compared to turnover of approximately HK$79.6 million and
increase of 593% as compared to gross profit of approximately
HK$61.4 million in the corresponding period. The revenue and gross
profit in 2017 were mainly derived from the property development
business in the PRC. The significant increase in revenue and gross
profit was primarily attributable to the Group’s expansion in property
development business in the PRC starting from 2015. The Group
completed and delivered its first two property development projects
in 2017.

The Group had net other losses of approximately HK$4.7 million in
2017, as compared to net other losses of approximately HK$24.8
million in 2016. The Group’s net other losses in 2017 mainly
represented the combined effect of decrease in fair value of financial
assets at fair value through profit or loss of approximately HK$14.0
million (2016: approximately HK$23.4 million) and the net exchange
loss of approximately HK$2.9 million (2016: net exchange gain of
approximately HK$2.4 million), offset with the increase in fair value
of investment properties of approximately HK$12.4 million (2016:
approximately HK$1.4 million). The significant decrease of the net
other losses was due to an one off effect from the deemed disposal
loss of GMR in relation to its share offering and migration listing on
the New York Stock Exchange (“NYSE”) in July 2016.

The Group’s sales and marketing costs increased by 306% from
approximately HK$13.9 million in 2016 to approximately HK$56.4
million in 2017. The Group’s administrative expenditure increased by
46% from approximately HK$57.2 million in 2016 to approximately
HK$83.4 million in 2017. Such increases were in line with the further
business expansion in the Group’s property development business in
the PRC during the year ended 31 December 2017.

The Group’s income tax expenses increased from approximately
HK$4.6 million in 2016 to approximately HK$122.7 million in 2017.
The increase was primarily attributable to the increase in PRC
Enterprise Income Tax and PRC land appreciation tax arising from
the operating profits in property development business in the PRC in
2017.

As a result of the foregoing, the Group’s profit attributable to owners
of the Company for the year amounted to approximately HK$152.5
million (2016: loss attributable to owners of the Company amounted
to approximately HK$56.7 million).
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The basic earnings per share for the year ended 31 December 2017
was HK2.47 cents (2016: loss per share of HK0.97 cent).

The Board does not recommend the payment of a dividend in
respect of the year (2016: Nil).

BUSINESS REVIEW

Property Development in the PRC

During the year ended 31 December 2017, the property development
business contributed revenue of approximately HK$1,190.8 million
(2016: Nil) and segment profit of approximately HK$271.3 million
(2016: segment loss of approximately HK$18.0 million) to the
Group. The significant increase of revenue and segment profit
was attributable to the delivery of the first two completed property
development projects in 2017.

During the year ended 31 December 2017, the Group has
continuously made successful bids of land parcels through listings
for sale and acquisition processes from independent third parties in
Henan Province and also Beijing, the PRC. Those successful bids
further complemented the Group’s strategy in expanding its business
operation with focus on Zhengzhou City, Henan Province and other
first and second tier cities in the PRC. The Group persists continuing
effort to expand its land reserve.

During the year ended 31 December 2017, the Group completed
its first two property development projects, namely Zensun Xinghan
Garden and Zensun Jingkai Plaza, respectively, with aggregate gross
floor area (“GFA”) amounted to approximately 379,000 sg.m. Zensun
Xinghan Garden is a residential project, while Zensun Jingkai Plaza
is @ commercial complex project with offices and apartments. Upon
completion of these two property development projects, the Group
have delivered both properties to the customers in accordance with
the related terms of sales and purchase agreements in the fourth
quarter of 2017.

As at 31 December 2017, the Group had 2 completed property
projects and 14 projects under development and planning with
aggregate of total estimated GFA of approximately 3.5 million
sg.m. in the PRC. The Group adopts a proactive strategy in project
development business and will adjust its pace of business expansion
and project development progress as and when appropriate.
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MANAGEMENT DISCUSSION
AND ANALYSIS

EEENmEDN

Property Investment and/or Management in the USA on
AHR and GMR

During the year ended 31 December 2017, the property investment
and management in the USA on AHR and GMR through Inter-
American Management, LLC (“IAM”), the 85%-owned REIT
management arm of the Group, contributed revenue of approximately
HK$43.6 million (2016: approximately HK$47.4 million) and segment
loss of approximately HK$0.1 million (2016: approximately HK$32.0
million) to the Group. The significant decrease in the segment loss
was due to an one off effect from the deemed disposal loss of GMR
in relation to its share offering and migration listing on the NYSE in
July 2016. The Group has continued to provide management services
to GMR in return for property management fee income pursuant
to the management agreement between GMR and IAM after GMR
offering.

In addition, the Group acquired two senior housing communities
in the USA, namely the Oxford Grand McKinney and the Glen Carr
House, respectively, during the year ended 31 December 2017. The
acquisitions have brought up new rental income to the Group and
contributed an increase in fair value of investment properties, which
in turn improved the overall segment results.

Property Investment other than AHR and GMR

During the year ended 31 December 2017, the property investment
other than AHR and GMR divisions contributed revenue of
approximately HK$15.1 million (2016: approximately HK$16.1
million) and segment profit of approximately HK$13.2 million (2016:
approximately HK$8.0 million) to the Group. The improvement of
segment profit was attributable to a larger extent of increase in fair
value of investment properties recorded during the year, which was
in line with the better market conditions.

Securities Trading and Investment

During the year ended 31 December 2017, the Group’s securities
business recorded a revenue of approximately HK$16.9 million and
a segment profit of approximately HK$3.5 million, as compared
to revenue of approximately HK$8.7 million and segment loss of
approximately HK$14.8 million recorded in 2016. The increment in
revenue and segment profit were primarily attributable to the full year
effect of dividend income from investment in GMR in 2017.
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Hotel Operations

During the year ended 31 December 2017, revenue from the hotel
operation division declined from approximately HK$7.0 million to
approximately HK$5.6 million, which also contributed to a segment
loss of approximately HK$1.9 million (2016: approximately HK$0.9
million).

Other Investment

During the year ended 31 December 2017, the Group disposed
of its entire interest in an unlisted overseas equity investment for a
consideration of approximately HK$0.5 million. In prior years, such
equity investment were previously classified as available-for-sale
financial assets, and subsequently thereafter recorded an impairment
loss in profit and loss after the review of its recoverable amounts
by reference to the expected future cash inflows. The disposal
transaction completed during the year and therefore recognized a net
gain of approximately HK$0.5 million.

FINANCIAL REVIEW
Liquidity and Capital Resources

Liquidity Position

As at 31 December 2017, the carrying amount of the Group’s
total cash and bank balances including pledged deposits and
restricted bank balances was approximately HK$1,137.1 million
(2016: approximately HK$270.7 million), representing an increase of
approximately 320%. The total cash and bank balances were mainly
denominated in Renminbi, Hong Kong dollars, US dollars, Singapore
dollars and Japanese Yen.

As at 31 December 2017, certain bank balances and deposits of the
Group were pledged to certain banks and financial institutions as
securities for the banking facilities granted to the Group and also the
mortgage loan facilities granted to the property buyers of the Group.
The total pledged deposits was approximately HK$119.2 million as at
31 December 2017 (2016: approximately HK$12.8 million).
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Capital Structure, Borrowings and Charges on the Group’s
assets

The capital structure of the Group consists of net debt, which
includes bank and other borrowings, loans from a related company,
and amounts due to related companies, net of bank balances and
cash, restricted bank balances and pledged deposits, and equity
attributable to owners of the Company, comprising issued share
capital and reserves. As at 31 December 2017, net debt and
equity attributable to owners of the Company were approximately
HK$14,223.6 million (2016: approximately HK$1,173.3 million) and
approximately HK$1,379.6 million (2016: approximately HK$1,163.1
million), respectively.

As at 31 December 2017, the Group’s aggregate borrowings
including bank and other borrowings, loans from a related company
and amounts due to related companies amounted to approximately
HK$15,360.7 million (2016: approximately HK$1,444.0 million), of
which approximately HK$10,713.8 million (2016: approximately
HK$1,287.1 million) are repayable within one year or on demand, and
approximately HK$4,646.9 million (2016: approximately HK$156.9
million) are repayable after one year. The aggregate borrowings were
mainly denominated in Renminbi, US dollars, Singapore dollars and
Hong Kong dollars.

As at 31 December 2017, certain bank and financial institutions
facilities granted to the Group together the mortgage loan facilities
granted to the property buyers of the Group were secured by certain
property, plant and equipment, investment properties, properties held
for sale, properties under development for sale and pledged deposits
with total carrying values of approximately HK$12,582.6 million (2016:
HK$514.7 million). In addition, shares of certain subsidiaries of the
Group are pledged to secure certain banking facilities granted to the
Group as at 31 December 2017.

The Group’s bank and other borrowings carried various fixed interest
rates from 4.35% per annum to 7.43% per annum and floating
interest rates linking up with international lending rates including Hong
Kong Interbank Offered Rate, Singapore Dollar Swap Offered Rate,
Singapore Interbank Offered Rate, London Interbank Offered Rate
and the base lending rate of the People’s Bank of China. The Group’s
interest rate risk is mainly driven from the bank and other borrowings
with floating interest rates. As at 31 December 2017, except the
amounts of approximately HK$31.1 million (2016: approximately
HK$164.5 million) recorded in loans from a related company carried
at a fixed interest rate at the lower of (i) 4% per annum or (i) such
other interest rate the Group is able to borrow in an amount equal to
the relevant loan from a bank or a financial institution at the date of
drawndown, the remaining amounts in loans from a related company
and the amounts due to related parties were interest-free.
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The Group did not use any financial instruments for hedging purpose.

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
shareholders through the optimisation of the debt and equity balance.
In view of the Group’s expansion strategy, the Group has sourced
funding from its related companies and continued to look for external
financing sources. The Group’s overall strategy remains unchanged
from prior year.

Key Financial Ratios

As at 31 December 2017, the Group recorded a current ratio of
1.3 (2016: 1.3) and a gearing ratio of approximately 63.9% (2016:
31.7%). Gearing ratio is defined as the ratio of total borrowings less
bank balances and cash, restricted bank balances and pledged
deposits to total assets. The increase in gearing ratio was primarily
attributable to the increase in loans from a related company and
amounts due to related companies for the expansion in property
development operation in the PRC during the year ended 31
December 2017.

Capital Commitments

As at 31 December 2017, the capital commitments of the Group
in connection with land premium resulting from land acquisitions
and the property development expenditures were approximately
HK$1,263.8 million (2016: approximately HK$1,356.4 million) and
approximately HK$2,795.1 million (2016: approximately HK$369.1
million), respectively.

Contingent Liabilities

As at 31 December 2017, the Group had contingent liabilities relating
to guarantees amounting to approximately HK$1,184.6 million (2016:
approximately HK$456.0 million) in respect of mortgage facilities
provided by certain banks in connection with the mortgage loans
entered into by property buyers of the Group. Pursuant to the terms
of the guarantees, upon default in mortgage payments by these
buyers, the Group would be responsible for repaying the outstanding
mortgage principals together with the accrued interest thereon and
any penalties owed by the defaulted buyers to the banks. The Group
would be entitled to take over legal title to and possession of the
related properties. These guarantees will be released upon the earlier
of (i) the satisfaction of the mortgage loan by the property buyers; and
(i) the issuance of the property ownership certificate for the mortgage
property and the completion of the deregistration of the mortgage. In
the opinion of the Directors, no provision for the guarantee contracts
was recognised in the financial statements for the year ended 31
December 2017 as the default risk is low.
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Foreign Exchange Exposure

The revenues, expenses, assets and liabilities are denominated
substantially in Hong Kong dollars, US dollars, Renminbi, Singapore
dollars and Japanese Yen in its respective group entities. Due to
the currency peg of the Hong Kong dollars to the US dollars, the
exchange rate between these two currencies has remained stable
and thus the Group currently does not implement any hedging or
other alternatives. Going forward, the Group may formulate a foreign
currency hedging policy to provide a reasonable margin of safety
for its exposure to Renminbi, Singapore dollars and Japanese Yen
through transactions, assets and liabilities should the need arises.

Significant Investments Held, Material Acquisitions and

Disposals of Subsidiaries, Associates and Joint Venture

and Future Plans for Material Investments or Capital

Assets

(a) On 14 February 2017 (U.S. time), American Senior Housing
REIT, Inc., an indirect 98.82% owned subsidiary of the
Company, has entered into two agreements with two
independent third parties, CBC Oxford McKinney, LLC and
Oxford Derby Memory Care, LLC to acquire two senior
housing communities in the U.S., namely, the Oxford Grand
McKinney and the Glen Garr House, at a consideration
of US$17.1 million and US$10.5 million, respectively. The
acquisitions were completed in April 2017.

(b) On 27 April 2017, the Group has been successful in bidding
of land use rights of two land parcels in Beijing, the PRC
through listing for sale process in the public auction held
by Land and Resources Committee of Beijing Municipal
Bureau of Land and Resources for transfer of state-owned
land use rights at a consideration of RMB2,890.0 million
and RMB1,210.0 million, respectively. These development
projects are expected to be completed no later than the third
quarter of 2021.

(c) In July 2017, the Group has also made a successful bid for
land use rights of one land parcel in Zhengzhou City, Henan
Province, the PRC with site area of 62,286.39 square meters
for residential use at a consideration of RMB2,205,000,000.
This development project is expected to be completed no
later than the fourth quarter of 2020.
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On 20 September 2017, the Group has made three
successful bids for land use rights for three land parcels
in Dengfeng City, Henan Province, the PRC (i) with site
area of approximately 46,898.78 sq.m. for residential use
at a consideration of RMB106,228,500; (ii) with site area
of approximately 27,210.04 sqg.m. for residential use and
commercial (wholesale & retailing, accommodation & catering)
use at a consideration of RMB65,312,000; and (jiij and with
site area of approximately 50,435.88 sq.m. for residential use
and commercial (wholesale & retailing, accommodation &
catering) use at a consideration of RMB130,496,250. These
development projects are expected to be completed no later
than the first quarter of 2021.

On 21 September 2017, the Group has made two
successful bids for land use rights for two land parcels
in Dengfeng City, Henan Province, the PRC (i) with site
area of approximately 15,991.63 sq.m. for residential use
and commercial (wholesale & retailing, accommodation &
catering) use at a consideration of RMB25,429,400; (i) with
site area of approximately 32,986.48 sqg.m. for residential
use and commercial (wholesale & retailing, accommodation
& catering) use at a consideration of RMB52,448,800. These
development projects are expected to be completed no later
than the first quarter of 2021.

On 27 September 2017, the Company entered into an
agreement with Ms. Huang to acquire the entire issued share
capital of Honor Challenge Investment Limited at a total
consideration of HK$1,060,953,720. On 30 January 2018,
the Company and Ms. Huang entered into a supplemental
agreement to amend and extend the long stop date to 1
August 2018. On 9 March 2018, a termination agreement
was entered into between the Company and Ms. Huang to
terminate the Agreement as amended by the supplemental
agreement.

On 10 November 2017, the Group has made two successful
bids for land use rights for two land parcels in Xuchang City,
Henan Province, the PRC (i) with site area of approximately
59,989 sq.m. for residential use at a consideration of
RMB175,400,000; (ii) with site area of approximately
55,460 sq.m. for residential use at a consideration of
RMB179,000,000. These development projects are expected
to be completed no later than the fourth quarter of 2020.
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(h) On 23 November 2017, the Group has made a successful
bid for land use rights for a land parcel in Xuchang City,
Henan Province, the PRC with site area of approximately
60,948 sq.m. for residential use at a consideration of
RMB250,500,000. This development project is expected to
be completed no later than the fourth quarter of 2020.

(i) On 27 December 2017, the Group has made a successful
bid for land use rights for a land parcel in Zhengzhou City,
Henan Province, the PRC with site area of approximately
58,337.95 sqg.m. for residential use at a consideration of
RMB1,825,000,000. This development project is expected to
be completed no later than the first quarter of 2021.

(0] On 28 December 2017, the Group has made two successful
bids for land use rights for two land parcels in Xinxiang City,
Henan Province, the PRC (i) with site area of approximately
45,591.03 sg.m. for residential use and commercial use
at a consideration of RMB441,093,215; (ii) with site area
of approximately 36,711.87 sq.m. for residential use and
commercial use at a consideration of RMB347,477,850.
These development projects are expected to be completed
no later than the first quarter of 2021.

Employee and Remuneration Policy

Remuneration packages are generally structured with reference
to prevailing market terms and individual qualifications. Salaries
and wages are normally reviewed on an annual basis based
on performance appraisals and other relevant factors. Apart
from salary payments, there are other staff benefits including
mandatory provident fund, medical insurance and performance-
related bonuses. The Company has continued to receive Good
MPF Employer Award for 2016-17 issued by Mandatory Provident
Fund Authority in recognition of its compliance with employer’s
statutory obligations and provision of better retirement protection
for employees. Moreover, two new awards, namely “e-Contribution
Award” and “Support for MPF Management Award” have been
received for 2016-17 from Mandatory Provident Fund Authority
by the Company which has adopted electronic means for MPF
Administration, and has striven to encourage employees to actively
manage their MPF. The Company adopted a share option scheme
on 28 August 2013 and share options may also be granted to eligible
employees of the Group. Total staff related costs, including Directors’
emoluments during the year ended 31 December 2017, amounted to
approximately HK$39.0 million (2016: HK$22.1 million).

As at 31 December 2017, the Group had 89 employees.
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Outlook and Prospects
The Group will continue to be principally engaged in the businesses
of property development, property investment and management
and hotel operations and look for investment opportunities which
strengthen profitability under the acceptable risk in Hong Kong, the
PRC and overseas markets.

The Group will primarily finance the repayments on financial assistance
from the controlling shareholder through proceeds from the pre-
sale and sale of Group’s properties, internally generated cash flows
from other operations, and borrowings from commercial banks and
financial institutions. Going forward, the Group believes our future
fund needs in support of project construction and land acquisition
activities will be satisfied by the above-mentioned sources and
additional issuance of equity securities or other capital market
instruments.

The Group seeks to manage the level of our liquid assets to ensure
the availability of sufficient cash flows to meet any unexpected cash
requirements arising from our business. The Group will also continue
to assess available financial resources in support of our business
needs on an ongoing basis and plan and adjust our development
schedule or implement cost control measures if necessitated by our
then-existing financial conditions and cash requirements.

The Group intends to continue to access existing capital resources,
and to seek new sources of funding, to maintain and grow our
business on a cost-effective basis.

The PRC

The continuous successful bids for land parcels complemented the
Group’s strategy in expanding its business operation in the PRC.
Thus, the Board will continue to identify new property development
projects and bid for land use rights of other selective land parcels in
the PRC with a focus in Zhengzhou City, Henan Province and other
first and second tier cities in the PRC in the coming few years.

In view of the above positive development in land acquisitions and
the ongoing property development projects, the Group’s needs on
construction work for properties development is expected to increase
substantially in the near future. In this regard, the Company entered
into a supplemental agreement with Henan Zensun Corporate
Development Company Limited (the “Supplemental Agreement”)
during the year ended 31 December 2017 in relation to the Master
Services Agreement to extend the terms up to 31 December 2019
for construction work services to be agreed in definitive agreement(s)
to be provided by Zensun Development Group. Thereafter, the
Annual Caps under the Master Services Agreement as amended by
the Supplemental Agreement for the three financial years ending 31
December 2019 have been approved for increment during the year of
2017. Further information in respect of the Supplemental Agreement
to the Master Services Agreement and revision of Annual Caps, is
available in the Company’s circular dated 26 April 2017.
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Furthermore, the Company takes leverage on the PRC property
development and investment experience of its management team
to seek development in suitable projects with potential to deliver
value to its shareholders. In addition to existing business partners,
the Company will continue to seek potential partners’ cooperation
to explore capital resources, reduce capital investment at an early
stage and facilitate project development. The management remains
cautiously optimistic on the long-term prospects of the real estate
industry and will expedite its property development and sales of its
development projects in the PRC through making use of its own
advantages and leveraging on the national network and business
resources of Zensun. The synergistic effect brought by Zensun will
improve the position of the Group in the real estate industry in the
PRC.

The U.S.

As at the date of this announcement, the Group has 12% equity
interest in a NYSE-listed REIT, GMR and 99% equity interest in an
USA OTC Company, AHR, both are operated and managed by
IAM, the 85%-owned REIT management arm of the Group, led by
a specialised team of highly experienced professionals with deep
knowledge in the USA real estate market.

1. GMR

The Group has continued providing REIT management
services and receiving recurring management fees directly
to and from GMR pursuant to the management agreement
between GMR and IAM after GMR offering. During the year
ended 31 December 2017, GMR have launched several fund
raising campaigns including underwritten public offering in
the aggregate of 4 million shares of its common stock. It is
expected that future fund raising of GMR will further increase
its capital base which in return increase the management fee
income to be received from GMR.
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2. AHR

AHR is currently 99%-controlled by the Company and owns
a portfolio of single-family rentals primarily in Texas, Florida,
Georgia and North Carolina. With the Group’s strategy in
seeking for higher-than-average annualised yield, the Group
revisits the current properties portfolio of AHR and diversifies
its investment from single family housing to senior housing
communities in order to seize the potential opportunity for
the current strong demand on retirement communities and
elderly care industries in the USA. During the year ended
31 December 2017, two senior housing communities in the
USA, namely, the Oxford Grand McKinney and the Glen Carr
House were acquired at a total consideration of US$27.6
million and resulted in the expansion of the AHR properties
portfolio. AHR is proactively accelerating its acquisition
pipeline in respect of facilities in elderly care industries in the
USA in order to assist future capital fund raising in potential
international stock exchange for migration listing.

Other Operations

The Group will regularly review the Singapore property market to
explore business opportunities in this market in the foreseeable
future. For the non-core Japan hotel business, while the Group is
seeking potential buyers to dispose of the hotels or operation to
enable the Group to deploy its resources in the most efficient way, it is
actively seeking ways to enhance its overall profitability with a view to
enabling the operations to be self-sustainable.

Overall

The Company will make use of the Group’s financial, human and
technological resources to enhance its portfolio, asset base and
brand image in the PRC, USA and overseas with business growth
opportunities.
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ZHANG JINGGUO
Chairman, Executive Director and Chief Executive Officer

Mr. Zhang Jingguo, aged 55, is the Chairman, Executive Director and
Chief Executive Officer of the Company and a member of each of the
nomination committee and remuneration committee of the Company.
Mr. Zhang is also a director of certain subsidiaries of the Company.
He was appointed to the Board on 6 July 2015 following the change
of controlling shareholder on 29 June 2015.

Mr. Zhang has approximately 24 years of experience in the real
estate development industry in China. From July 1983 to April 1995,
Mr. Zhang held various positions at the then Light Industry Bureau
of Henan Province, the governmental authority in charge of the light
industry in Henan Province, and its associated collectively-owned
enterprises, including division chief, engineer and vice manager,
where he was responsible for administrative management. From
April 1995 to April 2001, he worked at Xingye Real Estate as general
manager, where he was responsible for its overall operations.
Mr. Zhang Jingguo and Ms. Huang Yanping cofounded a real
estate company which has become one of the top 100 property
development companies in China. Mr. Zhang has served as the
Chairman and chief executive officer of this top 100 real estate
company since 2001. Mr. Zhang is responsible for the overall
strategic planning and general management of our Group and is
instrumental to our growth and business expansion. Mr. Zhang is the
spouse of Ms. Huang Yanping.

Mr. Zhang received a bachelor’s degree in radio science from
Zhengzhou University in July 1983 and an Executive MBA degree
from Guanghua School of Management, Peking University in July
2013. Mr. Zhang currently serves as senior consultant of Henan
Real Estate Chamber of Commerce, vice-president of Industry
& Commerce Association of Henan Province, graduate tutor of
Zhengzhou University. Mr. Zhang was awarded “Outstanding Real
Estate Developer of Henan Province” by the Department of Housing
and Urban-Rural Development of Henan Province in 2011 and
“Outstanding Real Estate Developer of Zhengzhou” by the Housing
Security and Real Estate Administration Bureau of Zhengzhou in
2009, 2011 and 2012. In 2012, Mr. Zhang was named “Individual
with Outstanding Contribution to Market Economy of Henan Real
Estate Industry” by Henan Daily and the Private Economy Research
Association of Henan Province and “Philanthropist of Henan Province”
by the Industry & Commerce Association of Henan Province and
the United Front Work Department of the CPC Henan Province
Committee. Mr. Zhang received his senior engineer qualification from
the People’s Government of Henan Province in December 1996 and
his first class construction engineer qualification from the Ministry
of Housing and Urban-Rural Development in May 2012. Mr. Zhang
is also currently a delegate of the 13th Henan Provincial People’s
Congress since January 2018.

Currently, Mr. Zhang is a non-executive director of Bank of
Zhengzhou Co., Ltd., a listed company on the Main Board of The
Stock Exchange of Hong Kong Limited (Stock Code: 6196) and the
Chairman Ex-officio and a director of Global Medical REIT. Inc., a
listed company on the New York Stock Exchange (NYSE: GMRE)
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HUANG YANPING
Non-Executive Director

Ms. Huang Yanping, aged 56, is the Non-Executive Director of the
Company. Ms. Huang is also a director of certain subsidiaries of
the Company. She was appointed to the Board on 27 July 2015
following the change of controlling shareholder on 29 June 2015.

Ms. Huang has over 16 years’ experiences in the property
development and investment industry in the PRC. Ms. Huang has
been involved in the development of not less than 36 property
development projects in Henan, Shandong and Hainan province in
China with a total gross floor area of not less than 14 million square
meters. She is one of the founders of a real estate company which
has become one of the top 100 property development companies in
China.

Ms. Huang is the spouse of Ms. Zhang Jingguo, an executive
Director. Ms. Huang is also the sole director and shareholder of Joy
Town Inc. a controlling shareholder of the Company.

ZHANG GUOQIANG
Executive Director

Mr. Zhang Guogiang, aged 55, is an Executive Director of the
Company. He was appointed to the Board on 27 July 2015 following
the change of controlling shareholder on 29 June 2015.

Between August 1983 to October 1997, Mr. Zhang worked as a
tutor at the Communication Command Academy of PLA, now known
as the National Defence Information Academy of PLA. Between
October 1997 to March 2003, Mr. Zhang served as the director
of the marketing department of Wuhan Research Institute of Post
& Telecommunications, also known as FiberHome Technologies
Group, a product and solution provider in the field of information
and telecommunications, where he was responsible for marketing.
Prior to joining our Group, Mr. Zhang worked as a general manager
at Nanjing North Road Technologies Co., Ltd., a coal analysis
equipment manufacturer, from May 2003 to November 2005, where
he was responsible for general management. Mr. Zhang joined the
real estate company co-founded by Mr. Zhang Jingguo and Ms.
Huang Yanping in 2006 and is responsible for the management of
marketing centre and tendering and procurement centre. Mr. Zhang
received a bachelor’s degree in radio science from Zhengzhou
University in July 1983. In 1988, Mr. Zhang received his lecturer
qualification from the National Defence Information Academy of PLA
and received his engineer qualification from Wuhan Research Institute
of Post of Telecommunications.
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LIU DA
Independent Non-Executive Director

Mr. Liu Da, aged 42, was appointed as an independent
Non-Executive Director on 27 July 2015.

Mr. Liu graduated from the University of International Business and
Economics with a major in international business administration
and obtained a bachelor’s degree in economics. Mr. Liu is also a
Certified Public Accountant (CPA) in China. Mr. Liu served as an audit
manager and a senior audit manager of PricewaterhouseCoopers
(“PwC”) Guangzhou Office from 1998 to 2009 and Chicago Office
from 2005 to 2007. Mr. Liu provided audit and consulting services
to a number of global top 500 enterprises and overseas listed
Chinese companies during his tenure of office in PwC. Mr. Liu was
appointed as an executive director and the chief financial officer of
the Landsea Green Properties Co., Ltd., a listed company on the
Main Board of The Stock Exchange of Hong Kong Limited (Stock
Code: 106) from 31 July 2013 to 5 January 2015 and was appointed
as an independent non-executive director of Long Ji Tai He Holding
Limited a listed company on the Main Board of The Stock Exchange
of Hong Kong Limited (Stock Code: 1281) from 26 February 2015 to
16 October 2015. Currently, Mr. Liu is the managing partner of Key
Wealth Capital Company Limited, providing financing and overseas
mergers and acquisition services to Chinese enterprises.

MA YUNTAO
Independent Non-Executive Director

Mr. Ma Yuntao, aged 38, was appointed as an independent
Non-Executive Director on 27 July 2015.

Mr. Ma has been serving at Jia Yuan Law Firm as a registered partner
from July 2010 up to now, and became the managing partner and
senior partner of China Overseas Financing Department (7 B8 7M g
& E6F9) in early 2014. He served at Commerce & Finance Law Offices
from July 2002 to June 2010, engaging in securities business as to
PRC laws. He acquired qualifications as a practicing solicitor in 2006
and registered as a partner at Commerce & Finance Law Offices in
early 2010.
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Mr. Ma ran projects including the IPO project of China Resources
Pharmaceutical Group Limited, a company listed in the Hong Kong
Stock Exchange (Stock Code: 3320) which is principally engaging
in the research and development, manufacturing, distribution and
retail of a broad range of pharmaceutical and healthcare products,
the privatization and delisting project of Hunan Nonferrous Metals
Company Limited, a company formerly listed in Hong Kong Stock
Exchange (Stock Code: 2626) which was principally engaged in
nonferrous metallic mineral resources mining business, IPO project
of Guorui Properties Limited, a company listed in Hong Kong Stock
Exchange (Stock Code: 2329) which is principally engaged in
real estate development, IPO project of Tianhe Chemicals Group
Limited, a company listed in Hong Kong Stock Exchange (Stock
Code: 1619) which is principally engaged in fluorochemical and
chemical products production, IPO project of Poly Culture Group
Corporation Limited, a company listed in Hong Kong Stock Exchange
(Stock Code: 3636) which is principally engaged in culture industry
involving theatre management, artwork auction and investment,
IPO project of Kerry Logistics Network Limited, a company listed
in Hong Kong Stock Exchange (Stock Code: 0636) which is
principally engaged in logistics, IPO project of eprint Group Limited,
a company listed in Hong Kong Stock Exchange (Stock Code: 1884)
which is principally engaged in internet printing, spin-off listing in
respect of Tonly Electronics Holdings Limited, a company listed in
The Stock Exchange of Hong Kong Limited (Stock Code: 1249)
which is principally engaged in production of electronics products
of TCL Multimedia Technology Holdings Limited, a company
listed in The Stock Exchange of Hong Kong Limited (Stock Code:
1070) which is principally engaged in production of electronics
products, very substantial acquisition project of China Taiping
Insurance Holdings Company Limited, a company listed in The
Stock Exchange of Hong Kong Limited (Stock Code: 0966) which is
principally engaged in insurance, and IPO project of China Aluminum
International Engineering Corporation Limited, a company listed in
The Stock Exchange of Hong Kong Limited (Stock Code: 2068)
which is principally engaged in nonferrous engineering design and
construction.
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LIU QIAO

Independent Non-Executive Director

Dr. Liu Qiao, aged 48, was appointed as an independent Non-
Executive Director on 27 July 2015.

Dr. Liu is Professor of Finance and Dean at the Guanghua School of
Management. He is a leading authority in the area of finance in China,
and is recognized for his academic works in corporate finance,
financial markets, and the Chinese economy.

Dr. Liu is the winner of Outstanding Youth Award of the National
Science Foundation (2013), and was awarded “Li Yining Outstanding
Service Award”, the highest award in the Guanghua School
of Management in 2013. He is also the Ministry of Education
“Changdiang Scholar” Special Term Professor. Before he joined
Guanghua in late 2010, Dr. Liu taught in the Faculty of Business and
Economics, University of Hong Kong, and was tenured at University
of Hong Kong. Dr. Liu also worked at McKinsey & Company’s Asia-
Pacific Corporate Finance and Strategy Practice from 2001 to 2003,
where he advised various multinational corporations (MNCs) and
leading Asian companies on issues related to corporate finance and
strategies. Dr. Liu holds a Doctor of Philosophy Degree in Economics
from University of California at Los Angeles (UCLA) (2000), an Master
of Arts in International Finance from the Graduate School of People’s
Bank of China (1993), and a Bachelor of Science in Economics and
Mathematics from the Renmin University of China (1991).
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Dr. Liu’s primary academic research interests are in corporate
finance, empirical asset pricing models, financial markets, and
Chinese economy. He has published dozens of articles at leading
academic journals including Journal of Financial Economics, Journal
of Financial and Quantitative Analysis, Journal of Accounting
Research, Management Science, Economic Journal, Journal of
Corporate Finance, Journal of Accounting, Auditing, and Finance,
Financial Analysts Journal, etc. He has co-edited a book on the
Asian debt capital markets — “Asia’s debt capital markets: prospects
and strategies for development” (Springer, 2006). His co-authored
book titled “Finance in Asia: Institutions, Markets, and Regulation,”
(with Paul Lejot and Douglas Arner) was released by Routledge in
March 2013. Dr. Liu is the author of the Chinese bestseller “Big to
Brilliant: the Second Long March of Corporate China.” Dr. Liu is also
the author of “Corporate China 2.0: The Great Shakeup” which was
published by end of 2016. Besides academic research, Dr. Liu also
writes articles for leading business newspapers and magazines. His
articles and views appear in the The Economist, Financial Times, CFO
Magazine, 21st Century Business Herald, Caijing Magazine, New
Fortune, The Asian Wall Street Journal and South China Morning
Post.

Dr. Liu has extensive business experiences. Over the past ten
years, he has conducted numerous consulting projects for leading
Chinese firms and MNCs including PetroChina, Minsheng Bank,
Mercedes Benz (China), Shenzhen Stock Exchange, among many
others. Dr. Liu is the founder of Huaxinhui, a platform focusing on
advising China’s local governments on financing issues. He pioneers
the practice of compiling balance sheets of local governments,
and providing China’s local governments with market-based credit
ratings. He is a strong advocate of including local government credit
rating as one major key performance indicator to cope with China’s
fast growing local government debts.

Currently, Dr. Liu is an independent non-executive director of CSC
Financial Co. Ltd., a listed company on the Main Board of The
Stock Exchange of Hong Kong Limited (Stock Code: 6066) and
independent non-executive director of Beijing Capital Co. Ltd., a
listed company on Shanghai Stock Exchange (SSE Stock Code:
600008).
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Mr. Chan Chi Keung (David), aged 32, joined the Company in
June 2016. Since 1 April 2017, Mr. Chan is appointed as the Chief
Financial Officer, Joint Company Secretary and an Authorised
Representative of the Company. Mr. Chan is responsible for the
Group’s strategic planning, corporate finance activities, oversight
of financial reporting, investor relations and company secretarial
matters.

Mr. Chan has over 9 years of experience in accounting, auditing,
financial management and corporate governance matters. Prior to
joining the Company, Mr. Chan worked at a reputable international
accounting firm and a listed conglomerate in Hong Kong, mainly
responsible for auditing and accounting affairs. Mr. Chan is a member
of the Hong Kong Institute of Certified Public Accountants. Mr. Chan
graduated from The City University of Hong Kong in 2008 with a
bachelor’s degree in business administration, major in accountancy.

Mr. Yuen Ping Man (Dickman), aged 54, is the joint Company
Secretary and the Chief Operating Officer (Hong Kong) responsible
for the Group’s corporate secretarial functions and business
operations.

Mr. Yuen has over 20 years of managerial experience in corporate
secretarial, business development, human resources and general
administration. Mr. Yuen was previously the Chief Operating Officer
of Xpress Finance Limited (“Xpress Finance”), a non-wholly owned
subsidiary of the Company responsible for compliance, human
resource, operations, sales and marketing, customer service and
general administration of Xpress Finance. Prior to joining Xpress
Finance in June 1997, Mr. Yuen worked in two listed groups and a
financial institution.

Mr. Yuen is a fellow member of the Institute of Chartered Secretaries
and Administrators (U.K.) and of the Hong Kong Institute of
Chartered Secretaries, a senior member of The Hong Kong Institute
of Marketing, a professional member of the Hong Kong Institute
of Human Resource Management, a member of the Hong Kong
Securities and Investment Institute, the Chartered Institute of
Marketing (U.K.), the Hong Kong Institute of Purchasing & Supply
and Society of Registered Financial Planners.

Mr. Yuen holds a Master’s Degree in Business Administration and is
also a certified risk planner.
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Ms. Leung Ka Ying (Priscilla), aged 31, joined the Company in April
2016 as Financial Controller and is responsible for overseeing the
Group’s financial reporting and financial management functions. Ms.
Leung obtained her bachelor’s degree in Business Administration in
Professional Accountancy from the Chinese University of Hong Kong
in 2008. She is a member of the Hong Kong Institute of Certified
Public Accountants with over 8 years of experience in accounting,
auditing and financial management. Prior to joining the Company, Ms.
Leung worked as a manager in PricewaterhouseCoopers and finance
manager of a Hong Kong listed group.

United States Management

Mr. Jeffrey Busch, aged 60, is the Chief Executive Officer of the
Group’s 85%-owned U.S. subsidiary, IA Group, and oversees all of
IA Group’s REIT management and real estate activities in the U.S..
Mr. Busch is also Chairman, President and the Chief Executive
Officer of Global Medical REIT Inc. (“GMR”), a company listed on the
New York Stock Exchange (NYSE: GMRE).

Mr. Busch has more than two decades of real estate experience as
a developer, manager and investor, and has held senior positions
representing the U.S. government — he was appointed by two U.S.
Presidents to serve in senior administration capacities, including
Assistant Secretary of the U.S. Housing and Urban Development
(“HUD”) agency, and as U.S. Ambassador to the United Nations in
Geneva, Switzerland. At HUD, Mr. Busch oversaw an annual budget
of over US$3 billion used to develop housing and commercial real
estate.

As a principal investor, Mr. Busch has developed properties valued
at hundreds of millions of U.S. dollars in various real estate asset
classes, including large-scale residential, commercial, hospitality, and
retail projects.

Mr. Busch is a graduate of the New York University Stern School
of Business, holds a Master of Public Administration from New
York University, and also a Doctor of Jurist Prudence from Emory
University.
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Mr. Robert J. Kiernan, aged 52, is the Chief Financial Officer of
IA Group and GMR. Mr. Kiernan is a financial executive with 30
years of successful experience in financial accounting, reporting and
management. He joined IA Group and GMR in August 2017 as its
Chief Financial Officer. Mr. Kiernan’s experience includes initial and
secondary public offerings, business combinations, quarterly, annual
and other filings with the United States Securities and Exchange
Commission (“SEC”), and compliance with Sarbanes-Oxley internal
control requirements. His extensive management and accounting
experience has focused on the financial services industry, including
broker dealers, mortgage REITs, and investment funds.

Prior to becoming IA Group’s and GMR’s Chief Financial Officer,
Mr. Kiernan served as the Senior Vice President, Controller and
Chief Accounting Officer of FBR & Co. (“FBR”, NASDAQ: FBRC)
commencing in October 2007. Prior to joining FBR, Mr. Kiernan
served as the Senior Vice President, Controller and Chief Accounting
Officer of Arlington Asset Investment Corp. (“Arlington Asset”, NYSE:
Al) commencing in April 2003. Prior to joining Arlington Asset, Mr.
Kiernan was a senior manager in the assurance practice at Ermnst &
Young.

Mr. Kiernan holds a Bachelor of Science in Accounting, Mount
St. Mary’s University, Cum Laude (1987) and is a member of the
American Institute of Certified Public Accountants.

Mr. Alfonzo Leon, aged 42, is the Chief Investment Officer of
IA Group and is responsible for investment strategy, acquisition
execution, deal sourcing and investor relations.

Mr. Leon is a real estate finance executive with 18 years of
acquisition and capital markets experience with approximately 150
completed transactions on behalf of institutional investors valued
at US$3.5 billion. Prior to joining GMR, Mr. Leon was a Senior Vice
President with Cain Brothers & Company, a boutique health care
investment banking firm based out of New York and San Francisco,
within their real estate M&A and capital markets group. Mr. Leon
joined Cain Brothers in 2005 and worked with leading clients across
the health care spectrum including several health systems, multi-
specialty physician groups, senior housing operators, NYSE-listed
and non-traded private REITs, health care developers, and private
equity investors. Prior to Cain Brothers, Mr. Leon was a real estate
underwriter with LaSalle Investment Management, an international
real estate investment advisor firm, within their North American
acquisition group. Mr. Leon joined LaSalle in 2000 and acquired
US$800 million in multi-family, office, medical office, and industrial
property on behalf of institutional investors that include the nation’s
largest pension funds and college endowments and sovereign wealth
funds. LaSalle Investment Management is a subsidiary of global
consultancy firm Jones Lang LaSalle (NYSE: JLL). The investment
committee of JLL was headed by the CEO of JLL.
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Mr. Leon’s experience includes managing commercial real estate
transactions ranging from US$5 million to US$500 million, raising
capital for developers for projects valued over US$100 million,
structuring joint ventures between developers and investors,
completing large US$100 million portfolio investment sales to health
care REITs, structuring sale-leasebacks for physician groups,
acquisitions and dispositions for separate and commingled funds,
corporate real estate M&A, structuring credit tenant lease financing
for investment grade health systems, and strategic real estate
advisory for health systems. Mr. Leon’s property type expertise within
the health care sector includes medical office, outpatient facilities,
surgical facilities, post-acute facilities, senior housing, and hospitals.

Mr. Leon received his Master’s degree in real estate finance from The
Massachusetts Institutes of Technology and his B.S. in Architecture
from The University of Virginia.

Annual Report 2017
ZE—LEFR

Leon%t 4 7 &8 B4R & 1 ) F5,000,0003% 7T £500,000,000% 7T 2
BERMERS - AHAEEMEEEE100,000,000(T2EHE
E RHAEELREEZHERAE LY  ERAREEHERE
Z#E$55100,000,000E L2 REHAKRE - AEMEREREZE
- WEREEERLEARES  DERMEMNE - ARERF
REZGEREEEAFPFHERERARARERRIRERE LR
EREMER - LeontERNRETEZME BN EE NSO IRE BN
ANE - PIRERE - INEFEE - 2ERAEELE AT ER

5P -

LeonEABGEMEE T ERFEHESHBBLRUNBE I AL
BB B -



ZH International Holdings Limited

EEREERERAE

Report of the Directors
BEEEREE

The Directors present their annual report together with the
audited consolidated financial statements of the Group for the
year ended 31 December 2017 (the “year”).

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company and
together with its subsidiaries engages in property development,
property investment and managements, hotel operations and
securities trading and investment. The activities and particulars
of the Company’s principal subsidiaries are set out in note 40
to the consolidated financial statements.

An analysis of the Group’s revenue and results by principal
operating segments for the year is set out in the note 5 to the
consolidated financial statements.

RESULTS AND DIVIDEND

The results of the Group for the year are set out in the consolidated
statement of profit or loss and other comprehensive income on
page 86.

The Directors do not recommend the payment of a dividend in
respect of the year.

BUSINESS REVIEW

The Company was founded in 1965, with business focus on
property development, property investment and management,
hotel operations and securities trading and investment in Hong
Kong, the PRC and overseas.

A detailed business review for the year, including further
discussions of important events occurred since the end of
the financial year, likely future development of the Group’s
business and financial performance review with financial key
performance indicators, are set out in “Chairman’s Message”
on pages 4 to 7, “Management Discussion and Analysis” on
pages 22 to 33, “Financial Summary” on page 199, notes 4 and
30 to the consolidated financial statements, respectively. These
discussions form part of this Report of the Directors.

The Company will issue separately an Environmental, Social
and Governance Report under Environmental, Social and
Governance Reporting Guide as specified in Appendix 27 of
the Listing Rules.
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Report of the Directors
BEEEREE

Principal risks and uncertainties

Under our current risk management and internal control
system, regular review of the principal risks and uncertainties
that may affect the Group’s financial condition, results of
operations, business and prospects are maintained. There may
be other risks and uncertainties further to the following key risk
areas and uncertainties currently identified by the Group.

The Group’s performance on businesses of property
development in the PRC and property investment and/or
management in the USA on AHR and GMR are susceptible to
the macro-economic and industrial government policies and
controls in the PRC and the USA. Any changes of these policies
may penetrate into the overall national economic conditions,
and influence changes in consumer confidence, consumption
spending and preferences in property market in the PRC and
also medical and healthcare services in the USA.

The Group’s operation is also subject to certain risk factors
pertaining to businesses of property development in the PRC,
property investment and management in the USA and other
regions. Lack of availability of potential land resources in the
PRC, shortage of construction materials, equipment and skilled
labour, default on the part of our customers, construction
contractors, business partners and tenants, adverse weather
conditions, other unexpected inadequacies or failure of internal
process or other external factors may have various levels of the
Group’s operations.

The Group’s financial risks and management are set out in note
30 to the consolidated financial statements.

In response to these possible risks and uncertainties, the
Group continues to implement a series of internal control
and strategies to adapt itself to cope with the possible risks
and changes. The Group also develops and reviews strategies,
policies and guidelines on risk control which enable the Group
to monitor closely and formulate business strategies to response
to risk promptly and effectively. The Group also actively
proposes measures to minimise any potential business impact
on the Group from these possible risks and uncertainties.
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Key stakebolder relationships

To build a solid foundation for the Group’s sustainable
development, the Group recognise its employees, customers
and business partners being the key stakeholders and maintain
a continuous dialogue with them. The Group is dedicated to
establish a close and supporting relationship with its employees,
provide quality products and services to customers and
strengthen all kinds of cooperation with its business partners.

The Company provides a healthy and safe workplace, career
development opportunities and competitive remuneration and
benefits to employees on their qualifications in accordance with
industry practise in the geographical locations in which they are
located. To treasure its loyal and industrious staff members and
improve their performance at their positions, different forms
of rewards and compensation including salaries, provident
fund, bonus, insurance coverage, or share options, etc, will be
considered and reviewed on annual basis based on performance
appraisals for eligible employees.

Maintaining close relationship with its customers as well
as tenants are paramount to the long-term success for the
Group. Interacting channels with customers and tenants are
established to identify and respond to the dynamic market
needs proactively, improve the quality of products and services
to adhere to customers’ needs and preference timely. In a long
run, it fosters customer to enhance brand recognition on the
Group with a trust-worthy basis.

The Group is also committed to develop fair and co-operating
business partnership with suppliers and contractors to
ensure stability of the Group’s operation. Through a series
of standardised procurement process including the tendering
procedures, cost and quality of the procurement supply of
the Group are able to be monitored, assessed and evaluated
reasonably. The Group continuously upholds an effective
communication with suppliers to deliver quality products and
services to customers for the long-term sustainability.
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Compliance with laws and regulations

As far as the Company is aware of, the Group has complied
with applicable laws and regulations promulgated by the
relevant regulatory bodies which are significant to the
operations of the Group.

Environmental policy

The Group is committed to the long-term sustainability of
businesses and communities with which it engages. We pursue
this business approach by managing our business prudently and
executing management decisions with due care and attention
to balance the sustainable business growth and environmental
protection.

The Group endeavors to make improvements by promoting
environmental friendly policies in the Group’s operations
and increasing the employee’s awareness over environmental
protection. By means of advocating eco-friendly and reusable
materials, paper-recycling and energy saving measures on office
equipment and appliances, it helps enhance efficient use of
resources, energy efficiency and reduction of waste.

The Group is committed acting in an environmentally
responsible manner to review its environmental protection
policies and activities from time to time for implementation of
any further measures and practices on environmental protection
in the business operation.

MAJOR PROPERTIES

Particulars of the major properties of the Group at 31
December 2017 are set out in “Land Bank Summary” on pages
15 to 17 and “Particulars of Major Investment Properties” on
page 200.

SHARE CAPITAL

There were no changes in the number of the issued share
during the year. Details of movement in the share capital of
the Company during the year are set out in note 26 to the
consolidated financial statements.

Annual Report 2017
ZE—LEFR

BFLEERER
BAQRRA  AEECETHBEERES ENEAEENE
BMEBERNBEREELER

S

BBE
AEBERAIREGRALSERENLRORBAIFEER - T
BRHAREEBRERRRERENTERSEERET - TR
EERMNEBRPTEERE  ARERAFHEEROEBR
o

AEERHESESRETEEBHARRRTLUBRBSNEHNER
THIRREENRFASR - BREEEARBRFERAZ R
FAME - RERTIA R A ERE NSO EH S S B
i BPRINRERBRER « EERBAE LR RE

AEBRNRURRABEENTAITE  REBLETEEEM
#— TRREN N B ER AR AIRREE SRS -

TERYE

REBR -Z—tF T+ - A=t -HHEAZI2VEFBHENSE
ISE17E L REERERFE200B T2REMEHZ ] -

IR

AEEERTROYE FRED - RAEFART L RAEBH
R A M HE M6 -

47



ZH International Holdings Limited

EEREERERAE

Report of the Directors
BEEEREE

RESERVES

Movements in reserves of the Group during the year are set out
in the consolidated statement of changes in equity on page 89.

Distributable reserves of the Company at 31 December
2017 amounted to approximately HK$314.6 million (2016:
HK$291.7 million).

CHARITABLE DONATIONS

The charitable donations made by the Group during the year
amounted to approximately HK$470,000.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the articles of
association of the Company or the laws of Hong Kong, which
would oblige the Company to offer new shares to existing
shareholders of the Company on a pro-rata basis.

FINANCIAL SUMMARY

A summary of the results and the assets and liabilities of the
Group for the last five financial years is set out on page 199.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

The Company had not redeemed any of its listed securities
during the year. Neither the Company nor any of its
subsidiaries had purchased or sold any of the Company’s listed
securities during the year.
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DIRECTORS

(@)

Directors of the Company

The Directors during the year and present Directors up
to the date of this Report of the Directors are:

Executive Directors:

Zhang Jingguo (Chairman and Chief Executive
Officer)

Zhang Guoqiang

Eric Jackson Chang  (resigned on 1 April 2017)

Non-executive Director:

Huang Yanping

Independent non-executive Directors:
Liu Da

Liu Qiao

Ma Yuntao

In accordance with Articles 78 and 79 of the Company’s
Articles of Association and pursuant to code provision
A.4.2 of Appendix 14 of the Listing Rules, Mr. Zhang
Jingguo and Dr. Liu Qiao will retire by rotation at the
forthcoming annual general meeting of the Company to
be held on 12 June 2018 (the “2018 AGM”) and, being
eligible, will offer themselves for re-election. Details of
the Directors to be re-elected at the 2018 AGM are set
out in the circular to the shareholders sent together with
this annual report.

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

No Director being proposed for re-election at the 2018
AGM has a service contract with the Company or any
of its subsidiaries which are not determinable within
one year without payment of compensation, other than
normal statutory obligations.

The biographical details of the Directors and senior
management of the Group are set out on pages 34 to 43.
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(b)  Directors of the Company’s subsidiaries

The directors of the Company’s subsidiaries during the
year and until the date of this report of the Directors are:

Bai Mengjun (appointed on 25 October 2017)
Bie Sanjiang (appointed on 28 September 2017)
Chen Weibing (appointed on 13 November 2017)
Conn Flanigan (resigned on 5 May 2017)

Eric Jackson Chang (resigned on 1 April 2017)

Guo Wei (appointed on 30 September 2017)
Huang Yanping

Jeffrey Busch

Lim Wei Jie (appointed on 5 January 2018)
Liu Zhengqiang (appointed on 18 October 2017)
Qin Yufei (resigned on 25 October 2017)
Tan Shu Mei (resigned on 8 January 2018)
Wang Jinhu (appointed on 3 January 2017)
Zhang Huiqi

Zhang Jingguo

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

Save as disclosed in notes 10, 25 and 37 to the consolidated
financial statements, no transactions, arrangements and
contracts of significance in relation to the Group’s business to
which the Company, its holding company, fellow subsidiaries
or subsidiaries was a party and in which a Director or any
entity connected with a Director had a material interest,
whether directly or indirectly, subsisted at the end of the year
or at any time during the year.

CONTRACT OF SIGNIFICANCE

Save as disclosed in notes 25 and 37 to the consolidated
financial statements in relation to the financial assistance
provided by the controlling shareholder of the Company
to the Group and the transactions set out under sections
headed “Related Party Transactions” and “Continuing
Connected Transactions” and disclosed in note 41(iv) to the
consolidated financial statements, there was no contract of
significance between the Company or any of its subsidiaries,
and a controlling shareholder of the Company or any of its
subsidiaries at the end of the year or at any time during the
year.

DIRECTORS EMOLUMENTS AND FIVE HIGHEST PAID
INDIVIDUALS

Details of the remuneration of the Directors, together with
those of the five highest paid individuals of the Group for
the year are set out in note 10 to the consolidated financial
statements.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS
AND SHORT POSITIONS IN SECURITIES

As at 31 December 2017, the interests and short positions of
the Directors and chief executive of the Company in the Shares,
underlying Shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO”)) which were notified
to the Company and the Stock Exchange pursuant to Divisions
7 and 8 of Part XV of the SFO (including interests and short
positions which they are taken or deemed to have under such
provisions of the SFO), or any interest or short positions which
were required, pursuant to section 352 of the SFO, to be
entered in the register referred to therein, or any interests and
short positions which have to be notified to the Company and
the Stock Exchange, pursuant to the Model Code for Securities
Transactions by Directors of Listed Companies (the “Model
Code”) as set out in Appendix 10 of the Listing Rules, were as
follows:

Long positions

(1) Interest in ordinary share of the Company

Name of Director

EEMR BERFAEESD

Mr. Zhang Jingguo
SRARE A fefBigEm (H1a32)
Ms. Huang Yanping
Huang Yanping# & Y EERERS (M)
Notes:

(1) These Shares are owned by Joy Town Inc, which is wholly
and beneficially owned by Ms. Huang Yanping.

(2) Mr. Zhang Jingguo (Chairman, Chief Executive Officer
and Executive Director of the Company) is the spouse
of Ms. Huang Yanping, he is deemed to be interested in
3,579,612,209 Shares.

Capacity in which interests are held

Spousal Interest (Note 2)

Interest of controlled corporation (Note 1)
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KIEE QR B BT

FERHEE RAE 2 EE(%)

3,579,612,209 57.95

3,579,612,209 57.95

(1) ZZ W5 BHuang YanpingZ +2 & Em## A 2 Joy Town Inc.
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Long Positions

(i)

52

Interest in ordinary share of associated corporation of
the Company

#E

(i) RAQFEEEEROHHER

Approximate

percentage of

Name of Capacity in which interests Number of the issued share

Name of Director associated corporation are held shares held capital (%)

NIEE 1T

EEnE HEEEER EERHEESH FERGEE RAE 2 EE (%)

Ms. Huang Yanping Joy Town Inc. Beneficial owner 1 100
Huang Yanping# & [k TSN

Save as disclosed, as at 31 December 2017, none of
the Directors, chief executive of the Company or their
respective associates 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) which: (a) were
notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO
(including interests or short positions which they are
taken or deemed to have under such provisions of the
SFO); (b) were required, pursuant to section 352 of the
SFO, to be entered in the register referred to therein; or
(c) have to be notified to the Company and the Stock
Exchange pursuant to the Model Code as set out in
Appendix 10 of the Listing Rules.
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MANAGEMENT CONTRACTS

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

MAJOR CUSTOMERS AND SUPPLIERS

During the year, revenue attributable to the largest customer
of the Group accounted to approximately 3.2% of the total
revenue in the year and the five largest customers of the Group
accounted for less than 30% of the Group’s total revenue in the
year.

During the year, purchases attributable to the largest supplier
of the Group amounted to approximately 29.4% of the total
purchases in the year and the five largest suppliers of the Group
accounted for 50.1% of the Group’s purchases in the year.

Mr. Zhang Jingguo, being an executive Director, has beneficial
interest in one of the five largest suppliers disclosed above
during the year. The transactions have been detailed under the
below section headed “Continuing Connected Transactions”.

Save as disclosed above, none of the Directors, their associates
or any shareholder (which to the knowledge of the Directors
own more than 5.0% of the issued share capital of the
Company) had an interest in these major customers or
suppliers.

RELATED PARTY TRANSACTIONS

During the year, certain Directors and companies controlled
by certain Directors entered into transactions with the Group
which are disclosed in notes 25 and 37 to the consolidated
financial statements. Save as disclosed in the section headed
“Continuing Connected Transactions”, the Board confirmed
that none of these related party transactions constitutes a
discloseable connected transaction as defined under chapter
14A of the Listing Rules.
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CONTINUING CONNECTED TRANSACTIONS

Pursuant to Chapter 14A of the Listing Rules, the following
transactions are continuing connected transactions which are
subject to the requirements under Chapter 14A of the Listing
Rules.

In 2015, a master services agreement (“Master Services
Agreement”) has been entered into between the Company
and Henan Zensun Corporate Development Company
Limited (“Zensun Development”), pursuant to which, Zensun
Development has agreed to provide, or procure members
among Zensun Development, its subsidiaries and or to control
the composition of a major of the board of directors/or any of
its subsidiaries taken together are directly or interested so as to
exercise or control 30% or more voting power (the “Zensun
Development Group”) to provide construction and related
ancillary services to the Group according to the definitive
agreement(s) signed between Zensun Development Group
and the Group from time to time. On 21 February 2017, the
Company entered into a supplemental agreement with Zensun
Development (the “Supplemental Agreement”) in relation to
the Master Services Agreement to extend the terms up to 31
December 2019. Thereafter, the Master Services Agreement as
amended by the Supplemental Agreement is effective for three
years commencing from 1 January 2017 to 31 December 2019.
During the year of 2017, the annual caps for the transactions
contemplated under the Master Services Agreement as amended
by the Supplemental Agreement for each of the financial years
ended/ending 31 December 2017, 2018 and 2019 have been
approved as RMB367 million, RMB599 million and RMB237
million, respectively.

As Zensun Development is beneficially wholly-owned by Mr.
Zhang and Mr. Zhang is an executive Director and the spouse
of Ms. Huang, the non-executive Director and a controlling
shareholder of the Company interested in approximately
57.95% of the issued share capital of the Company through Joy
Town Inc., the immediate and ultimate holding company of the
Company. Zensun Development is therefore a connected person
of the Company under Chapter 14A of the Listing Rules.
Accordingly, the transactions constitute continuing connected
transactions of the Company under the Listing Rules.
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For the year ended 31 December 2017, the annual cap for
the continuing connected transactions between the Group
and Zensun Development Group under the Master Services
Agreement as amended by the Supplemental Agreement was
RMB367 million and the actual transacted amounts were
approximately RMB355 million (approximately HK$426.3
million).

The aforesaid continuing connected transactions have been
reviewed by independent non-executive Directors of the
Company. The independent non-executive Directors confirmed
that the aforesaid continuing connected transactions of the
Group for the year ended 31 December 2017 have been entered
into

(i) in the ordinary and usual course of business of the
Group;

(i)  on normal commercial terms; and

(iii)  in accordance with the relevant agreements governing
them and on terms that are fair and reasonable and in
the interests of the shareholders of the Company as a
whole.

Pursuant to Rule 14A.56 of the Listing Rules, the Company
has engaged the auditor of the Company to conduct certain
procedures in respect of the continuing connected transactions
of the Group in accordance with the Hong Kong Standard
on Assurance Engagement 3000 (Revised) “Assurance
Engagement Other Than Audits or Reviews of Historical
Financial Information” and with reference to Practice Note
740 “Auditor’s Letter on Continuing Connected Transactions
under the Hong Kong Listing Rules” issued by the Hong Kong
Institute of Certified Public Accountants. The auditor has
also issued an unqualified letter containing the findings and
conclusions in respect of the continuing connected transactions
disclosed by the Group in accordance with Rule 14A.56 of the
Listing Rules. A copy of the auditor’s letter has been provided
by the Company to the Hong Kong Stock Exchange.
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In accordance with Hong Kong Standard on Assurance
Engagement 3000 (Revised) “Assurance Engagement Other
than Audits or Reviews of Historical Financial Information”,
the auditor has also reported to the Board that for the year
ended 31 December 2017, nothing has come to their attention
that the continuing connected transactions, which were
governed by the Master Services Agreement as amended by the
Supplemental Agreement, (i) have not received the approval
of the Board; (ii) have not been entered into, in all material
respects, in accordance with the relevant agreement governing
such transactions; and (iii) have exceeded the relevant cap
amount for the financial year ended 31 December 2017 as set
out in the circular dated and published on 26 April 2017, by the
Company in respect of the continuing connected transactions.

SUBSTANTIAL SHAREHOLDERS

As at 31 December 2017, according to the register of interest
in Shares and underlying Shares and short positions kept
by the Company pursuant to Section 336 of Part XV of the
SFO and so far as is known to or can be ascertained after
reasonable enquiries by the Directors, the persons (other than
the Directors or chief executive of the Company) who were
directly or indirectly interested in 5% or more in the Shares and
underlying Shares of the Company are as follows:

RIBEBZEZIBERZE30005% (KB BRABHBENE
BRPMINZZBERR ] ZBMACAEEERE  REE_F
—tFET-AZ=T-BLEE  HEEREIXKHERHHRER 2
RBHHERRZIFEREXH 2 THFRBRFREET : (1)K
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IEEABREEE 2 1B LRRERE o
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Name Nature of interest Number of Shares %

=L EntE RDEE %

Joy Town Inc. Beneficial owner (Note 1) 3,579,612,209 57.95
BmlEB A7)

Chan Heng Fai Beneficial owner (Note 2) 322,580,166 5.22

PR1E 12 BamlEB AMi72)

Chan Yoke Keow Beneficial owner (Note 2) 322,580,166 5.22

PRELE BamlEB AMi72)

Note: iz -

1. Ms. Huang Yanping is the sole director and shareholder of Joy 1. Huang Yanping#Z & /Joy Town Inc.Z M — & KRR ©

Town Inc.
2. These Shares are owned by Mr. Chan Heng Fai and Ms. Chan Yoke 2. ZEROAREBEERREBLTESR - REBLESRES LT

Keow. Mr. Chan Heng Fai is the spouse of Ms. Chan Yoke Keow,
they are deemed interest in the Shares held by each other.
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Save as disclosed above, as at 31 December 2017, no person
other than the Directors whose interests are set out in the above
section headed “Directors’ and Chief Executive’s Interests and
Short Positions in Securities”, had registered an interest of 5%
or more in the issued share capital of the Company, and short
positions in the Shares and underlying Shares that was required
to be recorded in the register of interest pursuant to Section 336
of Part XV of the SFO.

DIRECTORS’ INTEREST IN A COMPETING BUSINESS

As at 31 December 2017, none of the Directors was interested
in any business, which competed or was likely to compete,
either directly or indirectly, with the Group’s businesses
except that Mr. Zhang Jingguo and Ms. Huang Yanping are
individually and collectively deemed interested in Zensun
Development Group and Henan Zensun Real Estate Co., Ltd.
and/or its subsidiaries and associated companies which are
engaged in construction, property development and related
business in the PRC.

As the Board is independent of the boards of these companies,
the Company has therefore been capable of carrying on its
businesses independently of, and at arm’s length from, the
above businesses.

SHARE OPTION SCHEME

On 28 August 2013, a new share option scheme (the “2013
Scheme”) was adopted by the Company. The purpose of the
2013 Scheme is to motivate eligible persons who contribute to
the success of the Group’s operations. The 2013 Scheme will
remain in force for 10 years from that date, unless otherwise
cancelled or amended. Eligible persons of the 2013 Scheme
include (i) a director or proposed director (including an
independent non-executive director) of any member of the
Group; (ii) a direct or indirect shareholder of any member of
the Group; (iii) a supplier of goods or services to any member of
the Group; (iv) a customer, consultant, business or joint venture
partner, franchisee, contractor, agent or representative of any
member of the Group; (v) a person or entity that provides
research, development or other technological support or any
advisory, consultancy, professional services to any member
of the Group; and (vi) a landlord or tenant (including a sub-
tenant) of any member of the Group. Subject to the terms of the
2013 Scheme, the Board shall be entitled at any time during the
life of the 2013 Scheme to offer the grant of any option to any
eligible person as the Board may in its absolute discretion select
and the basis of eligibility shall be determined by the Board
from time to time.
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Pursuant to the 2013 Scheme, the maximum number of shares
in respect of which options may be granted is such number of
shares which, when aggregated with shares subject to any other
share option scheme(s), must not exceed 10% of the issued
share capital of the Company from time to time. The maximum
number of shares issuable under share options to each eligible
person in the 2013 Scheme within any 12-month period is
limited to 1% of the shares of the Company in issue at any
time. Any further grant of share options in excess of this limit is
subject to the shareholders’ approval in a general meeting.

Share options granted to a director, chief executive or
substantial shareholder of the Company, or to any of their
respective associates, are subject to approval in advance
by the independent non-executive directors (excluding any
independent non-executive director who is the grantee of
the options) of the Company. In addition, any share options
granted to a substantial shareholder or an independent non-
executive director of the Company, or to any of their respective
associates, in excess of 0.1% of the shares of the Company in
issue at any time and with an aggregate value (based on the
price of the Company’s shares at the date of grant) in excess of
HK$5,000,000, within any 12-month period, are subject to the
shareholders’ approval in a general meeting.

The amount payable upon the acceptance of an option is
HK$1.00. The period within which an option must be exercised
shall be such period as the Board may in its absolute discretion
determine at the time of grant, save that such period shall not
be more than 10 years commencing on the date of grant of an
option.

The exercise price of the share options is determinable by the
Board, but may not be less than the highest of (i) the closing
price of the Company’s shares as stated in the daily quotations
sheet of the Stock Exchange on the date of offer of the grant,
which must be a trading day; (ii) the average closing price of
the Company’s shares as stated in the Stock Exchange’s daily
quotations sheet for the five trading days immediately preceding
the date of offer of the grant; and (iii) the nominal value of the
Company’s shares.
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The total number of shares in respect of which options may be
granted under the 2013 Scheme is not permitted to exceed 10%
of the shares of the Company in issue at any point in time,
without prior approval from the Company’s shareholders. The
number of shares issued and to be issued in respect of which
options granted and may be granted to any individual in any
one year is not permitted to exceed 1% of the shares of the
Company in issue at any point in time, without prior approval
from the Company’s shareholders. Options vested immediately
and may be exercised at any time not exceeding a period of 5
years from the date on which the share options is accepted.

During the year, no share options under the 2013 Scheme
were granted, exercised, cancelled or lapsed. As at the end of
the reporting period, the Company has no outstanding share
options under the 2013 Scheme.

As at the date of this report, the total number of shares
available for issue under the 2013 Scheme is 617,681,996
shares, representing 10.0% of the share capital of the Company
in issue at the date of this report.

EQUITY-LINKED AGREEMENT

Save as disclosed in the section headed “Share Option Scheme”,
no equity-linked agreement was entered into during the year or
subsisted at the end of the year.

RETIREMENT BENEFIT SCHEMES

Details of the retirement benefit schemes for the employees of
the Group are set out in note 36 to the consolidated financial
statements.

CORPORATE GOVERNANCE

Detailed information on the Company’s corporate governance
practices is set out in the Corporate Governance Report on
pages 61 to 76.

PUBLIC FLOAT

As at the latest practicable date of prior to the issue of this
annual report, the Company has maintained a sufficient
public float as required under the Listing Rules, based on the
information that is publicly available to the Company and
within the knowledge of the Directors.
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PERMITTED INDEMNITY

The Company’s Articles of Association provides that Director
shall be entitled to be indemnified out of the assets of the
Company against all losses or liabilities incurred or sustained
by him as a Director. The Company has arranged appropriate
Directors’ and officers’ liability insurance coverage for the
Directors and officers of the Group throughout the year.

IMPORTANT EVENTS SINCE THE YEAR END

Details of the important events since the year end are set out in
note 41 to the consolidated financial statements.

ANNUAL GENERAL MEETING

The 2018 AGM will be held on 12 June 2018 and the notice of
the 2018 AGM will be published and despatched in the manner
as required by the Listing Rules and the Articles of Association
of the Company in due course.

CLOSURE OF REGISTER OF MEMBERS

For the purpose of determining Shareholders who are entitled
to attend and vote at the 2018 AGM, the register of members
of the Company will be closed from Thursday, 7 June 2018
to Tuesday, 12 June 2018, both days inclusive, during which
period no transfer of Shares will be registered. In order to
qualify for attending and voting at the 2018 AGM, unregistered
holders of Shares should ensure that all transfers of Shares
accompanied by the relevant Share certificates and appropriate
transfer forms must be lodged with the office of the Company’s
Share Registrar, Tricor Friendly Limited, at Level 22, Hopewell
Centre, 183 Queen’s Road East, Hong Kong for registration
not later than 4:30 p.m. on Wednesday, 6 June 2018.

AUDITOR

The consolidated financial statements have been audited by
Deloitte Touche Tohmatsu, who retire and, being eligible, offer
themselves for re-appointment at the 2018 AGM.

On behalf of the Board

ZHANG JINGGUO

Chairman, Executive Director

and Chief Executive Officer

28 March 2018
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The Company is committed to maintain a high standard of
corporate governance, formulate good corporate governance
practice to improve accountability and transparency in
operations, and strengthen the risk management and internal
control systems of the Group from time to time so as to cope
with the expectations of the shareholders of the Company.

CORPORATE GOVERNANCE PRACTICES

The Company has applied the principles and complied with all
code provisions (“Code Provisions”) and, where applicable,
the recommended best practices of the Corporate Governance
Code (“CG Code”) as set out in Appendix 14 to the Listing
Rules throughout the year, save and except for the deviations
from Code Provisions A.1.1, A.2.1 and C.2.5 of the CG Code.

Pursuant to Code Provision A.1.1 of the CG Code,
Board meetings should be held at least four times a year
at approximately quarterly intervals. Although only two
regular Board meetings were held during the year, the Board
considered that sufficient meetings had been held as business
operations were under the management and the supervision of
the executive Directors. In addition, senior management of the
Group provided to the Directors the information in respect of
the Group’s business development and activities from time to
time and, when required, ad hoc Board meetings will be held.

Pursuant to Code Provision A.2.1 of the CG Code, the roles
of chairman and chief executive of the Company should be
segregated. The Company is of the view that it is in the best
interest of the Company that Mr. Zhang Jingguo, with his
profound expertise in the property business, shall continue in
his dual capacity as chairman and chief executive officer.

Pursuant to Code Provision C.2.5 of the CG Code, the
Group should have an internal audit function. The Company
conducted an annual review on the need for setting up an
internal audit department. Given the Group’s simple operating
structure, it was decided that the Board would be directly
responsible and review on the adequacy and effectiveness of the
risk management and internal control systems of the Group.
During the year, the Board, assisted with the Audit Committee,
had conducted an annual review on the risk management and
internal control systems of the Group, including the analysis
and appraisal of its adequacy and effectiveness.
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CODE FOR SECURITIES TRANSACTIONS BY
DIRECTORS

The Company has adopted the Model Code as set out in
Appendix 10 to the Listing Rules as the code of conduct for
securities transactions by the Directors. The Company has
made specific enquiries with all Directors and each of them
confirmed that they have compiled with the required standards
set out in the Model Code during the year.

The Company has adopted a code of conduct regarding
securities transactions by the relevant employees of the Group
who are considered likely to be in possession of unpublished
inside information of the Company or its securities on no
less exacting terms than the Model Code in relation to their
dealings in the securities of the Company pursuant to Code
Provision A.6.4 of the CG Code. To the best knowledge and
belief of the Directors, all relevant employees have complied
with the required standard of such code.

BOARD OF DIRECTORS

Overall Accountability

The Board is accountable to the Shareholders and in discharging
its corporate accountability, every Director is required to
pursue excellence in the interests of the Shareholders and fulfill
his fiduciary duties by applying the required level of skills, care
and diligence to a standard in accordance with the statutory
requirements.

Board Responsibilities and Delegation

The Board is responsible for formulating group policies
and strategic business directions, and monitoring business
performances through implementation of adequate risk
management and internal control systems. The executive
Directors are delegated with the authorities and responsibilities
for the day-to-day management of the Group, operational and
business decisions within the control and delegation framework
of the Group. The non-executive Directors (including
independent non-executive Directors) contribute valuable
views, professional opinions and proposals for the Board’s
deliberation and decisions.

The duties of the Board in respect of the corporate governance
functions include:

(i) developing and reviewing the Company’s policies and
practices on corporate governance;
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(i)  reviewing and monitoring the training and continuous
professional development of Directors and senior
management;

(iii) reviewing and monitoring the Company’s policies
and practices on compliance with legal and regulatory
requirements;

(iv) developing, reviewing and monitoring the code of
conduct and compliance manual (if any) applicable to
employees and Directors; and

(v)  reviewing the Company’s compliance with the CG Code
and disclosure in the Corporate Governance Report.

The Board has delegated some of its functions to the board
committees, details of which are set out below.

The Board reserves for its decisions all major matters of the
Company, including appointment of new Directors, approval
of financial statements, dividend policy, significant accounting
policies, material contracts, significant appointments such as
company secretary and external auditors, terms of reference
of board committees, major corporate policies such as code
of conduct, and other significant financial and operational
matters.

The Board is also responsible for maintaining and reviewing
the effectiveness of the risk management and internal control
systems of the Group. It has carried out review of the existing
implemented systems, including control measures of financial
and operational compliance of the Group.

Liability Insurance for the Directors

The Company has arranged for appropriate liability insurance
to indemnify its Directors against liabilities arising out of
legal action on corporate activities. Such insurance coverage is
reviewed on an annual basis.

Composition of the Board

As at 31 December 2017, the Board comprised six Directors
including two executive Directors, one non-executive Director
(“NED?”) and three independent non-executive Directors
(“INEDs”). The biographical details of the Directors and the
senior management of the Group are set out on pages 34 to 43.
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Mr. Zhang Jingguo is the Chairman of the Board and Chief
Executive Officer of the Company. He is primarily responsible
for leadership and effective functioning of the Board, ensuring
key issues are promptly addressed by the Board, as well as
providing strategic direction of the Group, take primary
responsibility for ensuring good corporate governance practices
with necessary procedures established and also together with
other executive Directors are responsible for the Group’s daily
operations and the effective implementation of corporate
strategy and policies.

Executive Directors

As at 31 December 2017, there were two executive Directors
including Mr. Zhang Jingguo and Mr. Zhang Guogiang. Mr.
Zhang Jingguo is the spouse of Ms. Huang Yanping.

Non-executive Director
As at 31 December 2017 there was one NED, Ms. Huang
Yanping. Ms. Huang Yanping is the spouse of Mr. Zhang

Jingguo.

Independent Non-executive Directors and their Independence
As at 31 December 2017, there were three INEDs including Dr.
Liu Qiao, Mr. Liu Da and Mr. Ma Yuntao.

The Company has appointed a sufficient number of INEDs in
accordance with Rules 3.10(1) and 3.10A of the Listing Rules.
With Dr. Liu Qiao and Mr. Liu Da’s working experience
and their academic background in finance and accounting,
the Company considers that they are qualified persons with
appropriate professional knowledge in accounting and finance
as required by Rule 3.10(2) of the Listing Rules.

The Company has already received annual confirmation
letters of independence from all the INEDs and each of them
have declared fulfillment of all the guidelines for assessing
independence in accordance with Rule 3.13 of the Listing
Rules. Accordingly, the Board considers that all INEDs are
independent as defined in the Listing Rules.

All the Directors, including the NED and INEDs, have entered
into service agreements with the Company under which all
Directors must retire by rotation at least once every three years,
and no Director shall hold office for a continuous period in
excess of three years, or past the third annual general meeting,
following the Director’s appointment or re-election, whichever is
longer, without submitting himself/herself for re-election at the
annual general meeting.
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In compliance with Code Provision A.3.2 of the CG Code, an
updated list of the Directors identifying their role and function are
available on the websites of the Company (www.zhsuccess.com)
and the Stock Exchange (www.hkex.com.hk). The Company will
review the composition of the Board from time to time to ensure
that the Board possesses the appropriate and necessary expertise,
skill and experience to meet the needs of the Group’s business and
to enhance the Shareholders’ value.

DIRECTORS’ TRAINING AND CONTINUOUS
PROFESSIONAL DEVELOPMENT

All Directors are encouraged to participate in continuous
professional development so as to develop and refresh directors’
knowledge and skills and to ensure that their contribution to
the Board remains informed and relevant.

The Company regularly circulates training materials or briefings
to all Directors in respect of the updates on, among other
things, the Listing Rules, the SFO or guidelines, the Hong Kong
Companies Ordinance and relevant financial or accounting
standards which may be of the interest to Directors. During the
year, all Directors have complied with the Code Provisions in
relation to continuous professional development, apart from
reading materials relevant to the Company’s business, director’s
duties and responsibilities. Mr. Zhang Jingguo, Mr. Zhang
Guogqiang, Ms. Huang Yanping, Dr. Liu Qiao, Mr. Liu Da
and Mr. Ma Yuntao also attended and/or gave presentation in
seminars/forums. The Company updates Directors constantly
on the latest developments regarding the Group’s business and
other applicable regulatory requirements, to ensure compliance
and enhance their awareness of good corporate governance
practices. All Directors have provided to the Company with
their training records on a regular basis, and such records
have been maintained by the Company for accurate and
comprehensive record keeping.

RESTEEEATIZTFANEEA3.21E » JIBE A6 R
B EERE - AIEAR A #Buh(www.zhsuccess.com) N B 22 A4
U (www.hkex.com.hk)&R - KQAFEIRRFAESS 2HEMK
BRESSEHAHERMHTZER  HERER  UnEAEE
ZEBHRE  WRARKEE -

EERIIRSHEERERE

MEEEHRB2AKEERER  WERMEHRENME R
et MERFREHEERB2EAEARINEMENERATRE
ESFHER -

RAREMAAZEERENESTAGREBNEIER KEHK -
NEEB(EFREE) EWHRA - EFRBEHOAISEMEBE
5l RANERGIAR B TS G5t ERIMBBES - RFEER - BRE
BEARDREL EZRBLEEZEMNIN FIEEFHEE
STEBSBEEEER AR - sRAE & -~ sREISR A& -
Huang YanpingZ =+ - Z{EiE4 - 2EEAERBERFLETNER
EREIE,EEE - RN G HEE FRERER o AR RIS
REBEBLEMBEREERTE  RMNER - TEMESREHK
HEM  BRETREASFHRIEICEELSERNESR - 28
ExgrHRAQaREERE  MABLEESHADFR
17 - FELMRBHER R THEOEIRs -

65



ZH International Holdings Limited

EEREERERAE

Corporate Governance Report

TEERBRE

Board Committees

The Board has established three Board committees
including the audit committee (the “Audit Committee”), the
remuneration committee (the “Remuneration Committee”)
and the nomination committee (the “Nomination Committee”)
to assume responsibilities for and to oversee particular aspects
of the Company’s affairs with respective terms of reference.
Details of the board committees are discussed below.

All Board committees are provided with sufficient resources
to discharge their duties and are empowered to obtain
independent’ professional advice at the Company’s expense in
appropriate circumstances.

Attendance of Directors at various meetings

During the year, details of the Directors’ attendance in the
following meetings are set out below:

EESZS

%%Aaﬁz:ME$ﬁ£§@@¢%%£§§<
g]) FHEae((FNZEe ) MIRREEE(
) &XQH%ﬁIW ?,%W$AT$W¢ TE &l
WAL ETTEE c EE L B EFEN T

FMEESEZBeCBRHARER METEZBEEMNEE -
ARRESENBATHRABLIERER BRBEARAEE -

EFREMEEHEZHEE

RAFE  EERUTEHRHERFBEHINNT

Number of meetings attended/Number of meetings held

HE e RN, RITEHRE
Annual Extraordinary
Audit Remuneration ~ Nomination General General
Directors Board Committee Committee Committee Meeting Meeting
= Exg EREZE® HHZEg REEEe RREFRE KREREKE
Executive Directors
HITES
Mr. Zhang Jingguo 212 N/A 11 171 171 11
SRANE ST NaA
Mr. Zhang Guogiang 2/2 N/A N/A N/A 11 171
REIREE N T A
Mr. Eric Jackson Chang
(resigned on 1 April 2017) 12 N/A N/A N/A N/A N/A
REEEE(BERZZS—FMNA—HET) NEm TiEA TiEH i TiEH
NED
FHITEE
Ms. Huang Yanping 2/2 N/A N/A N/A 11 11
Huang YanpingZZ + i TiEA TiEH
INEDs
BUERTES
Dr. Liu Qiao 212 2/2 171 17 171 171
ZIHEL
Mr. Liu Da 2/2 2/2 N/A 171 171 171
SpERE TiEA
Mr. Ma Yuntao 2/2 2/2 171 N/A 11 171
HERLE TiEH
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AUDIT COMMITTEE

The Audit Committee is primarily responsible for reviewing
and monitoring the financial reporting, risk management
and internal control systems of the Company, including
reassessment of the financial and accounting policies, review
of interim reports, annual reports and financial information,
etc. In addition, the Audit Committee is responsible for making
recommendations to the Board, to be put to Shareholders for
approval at the annual general meeting (“AGM?”), in relation
to the appointment, re-appointment and removal of external
auditor; review and supervision of the external auditor in
respect of its independence and objectivity, the effectiveness of
the audit procedures; formulation of policies on the provision
of non-audit services by the external auditor; handling any
issues related to the resignation or the removal of such auditor
and the communication with the external auditor on auditing
matters.

As at 31 December 2017, the Audit Committee consisted of
three members, namely, Mr. Liu Da, Dr. Liu Qiao and Mr. Ma
Yuntao who all are INEDs. Mr. Liu Da is the chairman of the
Audit Committee. The most up-to-date version of the written
terms of reference of the Audit Committee is available on the
websites of the Company and the Stock Exchange.

During the year, two Audit Committee meetings were
convened. The Audit Committee had performed the followings
tasks, among others:

(i) reviewed the annual results for the year ended 31
December 2016 and interim results for the six months
ended 30 June 2017;

(i)  reviewed the appropriateness and effectiveness of risk
management and internal control systems;

(iii)  discussed with the auditor of the Company and reviewed
their audit findings;

(iv)  reviewed the auditor’s remuneration;
(v)  reviewed all non-audit services provided by the auditors
to determine the provision of such services would affect

the independence of the auditors; and

(vi) performed the corporate governance functions and
reviewed the corporate governance policies and practices.

EREES
BERZESTEAREHRERARRZHBERE  RRERER

NEBEERS - BREHMFEYHEREHER - FHPHES
FERESMABTENSE - W ERZECRENESEHNAH
R BERERIMNEZBEANERBFRG([RRBFAE))
BISIRERzibfE - BEREEIMNERBM 2B EREFEL - B
BRAZF BRI - BIEIMNEREE Rt 2 SEBER RIS 2 BOR -
REBHEZEENREXRLZREEN 2 B EE A K EINEZE
Bt EEAE - EHER -

R-F—tF+_A=1+—H FEXZEERE=2KE - HIZ
ERA - BIEBLERSERELE  REHRBIUIFRTES - 2
ERERBEVERBERIR - BRZEGERNREHE ZKIRA
AR B R B X A &R o

RAFE  BELZCRITMAERE - ERREGCETUTT
1F - H e

(i) BHEE_ZT—RFT_A=+-RLFEZFEZEER
BHE-ZT—tFRNA=THIENER 2P EZELE

(i) BRIUAREERABEERGZAEERBERIE

(i)  BERARFZ BN TR Mme R AR

(iv)  REIAZERED Z FB

(v) AT BB R 2 P E R RIS A E TR X E R

BREABTZEREMIBILE &

(vi) BITEEBRBEELBRNEEEARBEREER
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After due and careful consideration with all necessary financial
information, and reports from management and the external
auditors, the Audit Committee noted that no suspected fraud
or irregularities, significant internal control deficiencies, or
suspected infringement of laws, rules, or regulations had been
found in respect of the Group, and concluded at the meeting
held on 28 March 2018 that the risk management and internal
control systems were adequate and effective.

On 28 March 2018, the Audit Committee Meeting was
convened to review the Group’s consolidated financial
statements for the year ended 31 December 2017, including
the accounting principles and practices, in conjunction with the
Company’s external auditor. The Audit Committee endorsed
the accounting treatment adopted by the Company, and the
Audit Committee had to the best of its ability assured itself
that the disclosure of the financial information in the Annual
Report 2017 has complied with the applicable accounting
standards and the Listing Rules and the Hong Kong Companies
Ordinance. The Audit Committee therefore resolved to
recommend for the Board’s approval the consolidated financial
statements for the year ended 31 December 2017.

The Audit Committee also recommended to the Board the re-
appointment of Deloitte Touche Tohmatsu as the auditor of the
Company and that the relevant resolution shall be put forth for
Shareholders’ consideration and approval at the 2018 AGM.

REMUNERATION COMMITTEE

The Remuneration Committee is mainly responsible for
making recommendations on and approving the remuneration
policy and structure and packages of the Directors and senior
management to the Board. The Remuneration Committee is
also responsible for establishing transparent procedures for
developing such remuneration policy and structure to ensure
that no Director or any of his associates will participate in
deciding his own remuneration, which remuneration will be
determined by reference to the performance of the individual
and the Company as well as the prevailing market conditions.
The human resources department is responsible for collection
and administration of the human resources data for the
Remuneration Committee’s for consideration.

As at 31 December 2017, the Remuneration Committee
consisted of three members, namely, Mr. Zhang Jingguo, Dr.
Liu Qiao and Mr. Ma Yuntao. Dr. Liu Qiao and Mr. Ma
Yuntao are INEDs while Mr. Zhang Jingguo is an executive
Director. Mr. Ma Yuntao is the chairman of the Remuneration
Committee. The most up-to-date version of the written terms
of reference of the Remuneration Committee is available on the
websites of the Company and the Stock Exchange.
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During the year, one Remuneration Committee meeting
was held. The Remuneration Committee had reviewed and
approved the remuneration of executive Directors, NED and
INEDs.

NOMINATION COMMITTEE

The Nomination Committee is mainly responsible for reviewing
the structure, size, diversity and composition of the Board
regularly and make any changes to complement the Company’s
corporate strategy, including making recommendations on any
proposed changes to the Board that assist complementation of
the Company’s corporate policy.

As at 31 December 2017, the Nomination Committee consisted
of three members, namely, Mr. Zhang Jingguo, Dr. Liu Qiao
and Mr. Liu Da. Mr. Zhang Jingguo is an executive Director
while Dr. Liu Qiao and Mr. Liu Da are INEDs. Dr. Liu Qiao is
the chairman of the Nomination Committee. The most up-to-
date version of the written terms of reference of the Nomination
Committee is available on the websites of the Company and the
Stock Exchange.

During the year, one Nomination Committee meeting was held.
The Board had reviewed the current structure and composition
of the Board and recommended Mr. Zhang Jingguo and Dr.
Liu Qiao to retire, and being eligible, offered themselves for re-
election in the 2017 AGM pursuant to Articles 78 and 79 of
the Articles of Association and Code Provision A.4.2 of the CG
Code.

Under Article 79 of the Articles of Association, at each AGM,
one-quarter of the Directors for the time being (or, if their
number is not a multiple of four, the number nearest to one-
fourth) shall retire from office by rotation. According to Article
83 of the Articles of Association, any Director appointed by
the Board to fill a casual vacancy or by way of addition to their
number shall hold office only until the next following AGM,
and shall then be eligible for re-appointment. Every Director
shall be subject to retirement at least once every three years by
rotation or offers himself for re-election.

The Company has established a policy concerning diversity of
Board members (“Board Diversity Policy”) and has made it
available on the Company’s website.
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In the Board Diversity Policy, the Company recognises diversity of
talents in the Board shall enhance the quality of its performance
and sees diversity in talents at the Board level as an essential
element in supporting the attainment of its strategic objectives
and its sustainable development. The Nomination Committee has
primary responsibility for identifying suitably qualified candidates
to become members of the Board and, in carrying out this
responsibility, will give adequate consideration to this policy. The
Nomination Committee will review this policy, as appropriate,
to ensure the effectiveness of this policy from time to time. The
Nomination Committee will discuss any revisions that may be
required, and recommend any such revisions to the Board for
consideration and approval.

REMUNERATION OF AUDITORS

For the year ended 31 December 2017, remuneration paid or
payable to the Company’s auditors, Deloitte Touche Tohmatsu
for audit services was HK$1,650,000 and non-audit services
was nil.

ACCOUNTABILITY AND AUDIT

Financial Statements and Financial Reporting

The Directors acknowledge their responsibility for the
preparation of the consolidated financial statements of the
Group that give a true and fair view in accordance with
applicable accounting standards and Hong Kong Companies
Ordinance.

The Directors also acknowledge their responsibilities to ensure
that the announcements in relation to the consolidated financial
statements on annual and interim results of the Group are
published in a timely manner, within three months and two
months respectively of the year end and the half-year period
end.

The reporting responsibility of the external auditor of the
Company on the consolidated financial statements of the
Group are set out in “Independent Auditor’s Report” on pages
77 to 85.

Going Concern

The Directors, having made appropriate enquiries, do not aware
of any material uncertainties relating to events or conditions
that may cast significant doubt upon the Group’s ability to
continue as a going concern. The Directors are of the view that
the Group has adequate resources to continue in operational
existence for the foreseeable future and that, for this reason, it is
appropriate for the Group to adopt the going concern basis in
preparing the consolidated financial statements.
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RISK MANAGEMENT AND INTERNAL CONTROL

The Board recognises its overall responsibilities for maintaining
sound and effective risk management and internal control
systems including a review on their effectiveness for achieving
long-term sustainable development of the Group. The risk
management and internal control systems, under a defined
management structure with limits of authority, are designed
for the Group to identify and manage the significant risks
to pursue its business objectives, safeguard its assets against
unauthorised use or disposition, enhance effectiveness and
efficiency of its operations, ensure the maintenance of proper
accounting records for reliable financial reporting, and ensure
compliance with relevant laws and regulations. Such systems
are designed to manage rather than eliminate risks of failure
in the achievement of the Group’s business objectives and can
only provide reasonable, but not absolute assurance against
material misstatement or loss.

The Board is responsible for the determination of the
Group’s risk profile within its acceptable tolerance levels in
business operation, oversight of management in the design,
implementation and monitoring of overall risk management
process from risk identification, risk assessment, establishment
of appropriate risk responses and regular risk evaluation and
monitoring, so as to ensure the systems are effectively established
and maintained.

The risk management process is structured from management
of the Group from respective business functions at execution
level to the Board, together assisted by the Audit Committee
in decision-making and monitoring level. Management of
the Group identifies, assesses and prioritises the key existing
and potential risks through a detailed assessment process and
determines the appropriate mitigation strategies and control
measures in response of the identified risks. Ongoing evaluation
and monitoring of the identified risks, respective measures,
and results are carried out and reported to the Board regularly.
The Board at decision-making level, assisted by the Audit
Committee, reviews the risk appetite, risk management process
and strategies and also the internal control systems and provide
recommendations for any improvement on the systems in an
ongoing basis to ensure risk management effectiveness.

The Company does not have an internal audit function and is
currently of the view that there is no immediate need to set up
an internal audit function within the Group in light of the size,
nature and complexity of the Group’s business. It was decided
that the Board would be directly responsible for internal control
of the Group and for reviewing its effectiveness.
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The Board has engaged an independent risk management
and internal control review adviser (“the Adviser”), APAC
Compliance Consultancy and Internal Control Services
Limited, to conduct an annual review of the risk management
and internal control systems of the Group for the year ended
31 December 2017. The scope of review was determined
and approved by the Board, covering material controls on
financial, operational, compliance aspects including review of
risk management functions of the Group and the adequacy
of resources, qualifications and experience of the staff in
the Group’s accounting and financial reporting functions
and their training programs and budget. Findings and
areas for improvement were reported to management and
Audit Committee for evaluation the effectiveness of the risk
management and internal control systems. The Board and the
Audit Committee are of the view there are no material internal
control defeats were identified by the Adviser during the
course of review. With the discussion between management,
the Adviser and the Audit Committee, the Board, with the
concurrence of the Audit Committee, considered that the risk
management and internal control systems of the Group are
effective and adequate. The review of the risk management and
internal control systems of the Group is an ongoing process and
the Board maintains a continuing commitment to strengthen
the Group’s control environment and processes.

The Company formulated the inside information policy. The
Company regularly reminds the Directors and employees
about due compliance with all policies regarding the inside
information. Also, the Company keeps Directors, senior
management and employees appraised of the latest regulatory
updates. The Company shall prepare or update appropriate
guidelines or policies to ensure the compliance with regulatory
requirements. Procedures for collection, evaluation of
information and the publication manner are in place to ensure
timely reporting of the inside information to the Board and the
stakeholders of the Group.
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COMPANY SECRETARIES

As at 31 December 2017, the joint secretaries of the Company
were Mr. Chan Chi Keung and Mr. Yuen Ping Man. Both of
them have confirmed that they have attended not less than 15
hours of relevant professional training during the year.

SHAREHOLDERS AND INVESTOR RELATIONS

Communication Policy

The Board considers that having active communications with
Shareholders and investors is important and this will enhance
transparency and clarity in public disclosures by the Company.
Any significant events of the Group fall to be disclosed will be
published in a timely, accurate and complete manner through
the websites of the Company and the Stock Exchange, so as to
safeguard Shareholders’ rights of information and participation.
The Board considers that AGM is an important opportunity
for direct communication with the Shareholders. The notice
of the AGM together with relevant documents will be sent out
to the Shareholders at least 20 business days prior to the date
on which the AGM will be held. The notice contains details
on the procedures for voting by poll as well as other relevant
information related to the proposed resolutions.

AGM

The Board and senior management are well aware of their
important tasks of acting on behalf of the interests of all the
Shareholders and raising the Shareholders’ returns. Last year’s
AGM at which the external auditors attended was convened
on 23 June 2017. The Board encourages all the Shareholders
to participate in the forthcoming 2018 AGM where the
members of the Board and external auditors will be present and
communicate with the Shareholders.
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Shareholders’ Rights

(1)

(2)

74

Procedures for Shareholders to convene an extraordinary
general meeting (“EGM”)

Shareholders may request the Directors to convene an
EGM of the company. The Directors are required to
call an EGM if the Company has received requests to
do so from Shareholders representing at least 5% of the
total voting rights of all the Shareholders having a right
to vote at general meetings. Such request must state
the general nature of the business to be dealt with at
the EGM and may include the text of a resolution that
may properly be moved and is intended to be moved
at the EGM. The request may be sent to the Company
in hard copy form or in electronic form and must be
authenticated by the Shareholder(s) making it.

The Directors are required to call an EGM within 21
days after the date on which the Directors become
subject to the requirement. The EGM called must be
held on a date not more than 28 days after the date of
the notice convening the meeting.

If the Directors do not call an EGM, the Shareholders
who requested the meeting, or any of them representing
more than one half of the total voting rights of all of
them, may themselves call the EGM. The EGM must
be called for a date not more than 3 months after the
date on which the Directors become subject to the
requirement to call the EGM.

Procedures for putting forward proposals at
Shareholders’ meeting

Eligible Shareholders (as defined below) may submit a
written request to make proposals or move a resolution
at the annual general meeting (the “Request”). “Eligible
Shareholder(s)” means:

(i) Shareholders representing at least 2.5% of the
total voting rights of all the Shareholders who
have a right to vote on the resolution at the
annual general meeting to which the requests
relate; or

(i)  at least 50 Shareholders who have a right to vote
on the resolution at the annual general meeting to
which the requests relate.
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The Request may be sent to the Company (a) in hard
copy form or in electronic form; (b) must identify the
resolution of which notice is to be given; (c) must be
authenticated by the Shareholder(s) making it; and (d)
must be received by the Company not later than (i) 6
weeks before the annual general meeting to which the
requests relate; or (ii) if later, the time at which notice is
given of that meeting.

The Company must then send a copy of the resolution at
the Company’s own expense to each Shareholder entitled
to receive notice of the annual general meeting (a) in the
same manner as the notice of the meeting; and (b) at the
same time as, or as soon as reasonably practicable after,
it gives notice of the meeting.

An Eligible Shareholder may request the Company to
circulate, to the Shareholders entitled to receive notice
of a general meeting, a statement of not more than
1,000 words with respect to (a) a matter mentioned in a
proposed resolution to be dealt with at that meeting; or
(b) other business to be dealt with at that meeting (the
“Statement™).

The expenses of the Company in circulating the
Statement need not be paid by the Eligible Shareholders
who requested the circulation of the statement if (a) the
meeting to which the requests relate is an annual general
meeting of the Company; and (b) requests sufficient
to require the Company to circulate the statement are
received in time to enable the company to send a copy
of the statement at the same time as it gives notice of the
meeting. Otherwise, (a) the expenses of the Company
in circulating the Statement must be paid by the Eligible
Shareholders who requested the circulation of the
Statement unless the Company resolves otherwise; and (b)
unless the Company has previously so resolved, it is not
bound to comply with the circulation of the Statement
unless there is deposited with or tendered to it, not
later than 7 days before the meeting, a sum reasonably
sufficient to meet its expenses in doing so.

Shareholders’ enquiries to the Board

A Shareholder may send an enquiry to the Board at
the registered office of the Company at 24th Floor,
Wyndham Place, 40-44 Wyndham Street, Central, Hong
Kong for the attention of the Board in written form,
which shall state the nature of the enquiry and the reason
for making the enquiry. In addition, Shareholders can
contact Tricor Friendly Limited, the share registrar of the
Company, for any questions about their shareholdings.
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TEERBRE

CONSTITUTIONAL DOCUMENTS

There was no change in the Articles of Association of the
Company during the year. A copy of the latest version is
available on the website of the Stock Exchange and the
Company’s website.

DISCLAIMER

The contents of the section headed “Shareholders’ Rights” are
for reference and disclosure compliance purposes only. The
information does not represent and should not be regarded as
legal or other professional advice from the Company to the
Shareholders. Shareholders should seek their own independent
legal or other professional advice as to their rights as
Shareholders. The Company disclaims all liabilities and losses
incurred by the Shareholders in reliance on any contents of the
section headed “Shareholders’ Rights™.
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Independent Auditor’s Report
BB RE

Deloitte

To the Members of

ZH International Holdings Limited
ESERFER B R A R

(incorporated in Hong Kong with limited liability)

Opinion

We have audited the consolidated financial statements of
ZH International Holdings Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on
pages 86 to 198, which comprise the consolidated statement of
financial position as at 31 December 2017, and the consolidated
statement of profit or loss and other comprehensive income,
consolidated statement of changes in equity and consolidated
statement of cash flows for the year then ended, and notes to
the consolidated financial statements, including a summary of
significant accounting policies.

In our opinion, the consolidated financial statements give a
true and fair view of the consolidated financial position of
the Group as at 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 the Hong Kong
Companies Ordinance.

Basis for Opinion

We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSAs”) issued by the HKICPA. Our
responsibilities under those standards are further described in
the Auditor’s Responsibilities for the Audit of the Consolidated
Financial Statements section of our report. We are independent
of the Group in accordance with the HKICPA’s Code of Ethics
for Professional Accountants (“the Code”), and we have
fulfilled our other ethical responsibilities in accordance with the
Code. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion.
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Key Audit Matters

Key audit matters are those matters that, in our professional
judgment, 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.

Key audit matters

HAREREE

Valuation of investment properties

KEYRZ 1418

We identified the valuation of investment properties as a key
audit matter due to the significant management judgements
and estimations associated with determining the fair value.

HREERFESRERNEEEHE M - RFASREDEZ
HEY RREREZSE -

As disclosed in notes 6 and 14 to the consolidated financial
statements, the Group’s investment properties were located
in Japan, Hong Kong, Singapore and United States of
America and their total carrying amount was approximately
HK$795,464,000 as at 31 December 2017 and an increase
in fair value of investment properties of approximately
HK$12,380,000 was recognised in the profit for the year then
ended.

BB RAW e R4 HE R-E— L&+ A
=+—H X BEE£EEZEEWEMKRAR - FE - HNEREFR
BRERE - HFEZIREBERL795,464,0008 7T - MiLEYZE
ZAFEEINA12,380,0008 TEREEZ H I FE 2 @ g
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HARELSEHE

MREZFESREBRMANERAE - BAPREAMBEHRERZ
BRBRRERZEE - WESRERMECERGREVHTRENR
HABRRETRE - AT HLEEREHEBNER

How our audit addressed the key audit matters

EMHELAEREFREERER

Our procedures in relation to the valuation of investment
properties included:

IIREMRZGE  RPRTZERREFRIE

o Evaluating the competence, capabilities and objectivity
of the Valuer and obtaining an understanding of the
Valuer’s scope of work and the terms of engagement;

. FHEEER 2 BERE N REEIE - XHHERS
TREIE R BB ESRES T/

o Obtaining an understanding of the valuation process
and significant assumptions from the management
of the Group and the Valuer to assess whether the
approach adopted on valuing individual properties is
appropriate;

. REEEFREABRRA EEEEEERGEMREG
TH - AR ER R T AR AR
B
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Key audit matters (continued)

RRELEEA)
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How our audit addressed the key audit matters (continued)

RMNELNAEERRELEH(A)

Valuation of investment properties (continued)

REYEZ 118 (E)

In estimating the fair value of Group’s investment properties,
the management of the Group worked with the independent
qualified professional valuer (the “Valuer”) to establish and
determine the appropriate valuation model and techniques
and inputs. The Group’s investment properties were stated at
fair value based on the valuations performed by the Valuer.
Details of the valuation techniques and key inputs used in
the valuations were disclosed in note 14 to the consolidated
financial statements. The valuations had been arrived at using
income capitalisation method, which were dependent on
certain key inputs and assumptions in respect of prevailing
market conditions such as capitalisation rate and monthly
market rent.

ReHh BEREREVMEZATER S SSEEEERET
BERBXEMGEM([HEMDAE  UREZREEEENMG
BERUEEMMEEARE - BEREZREMEREMGERD
EITZHERATEIE - BEMAZEERTEEZRA
BB FABRENGEMBHRRMEL4 - HEDHRBEEE
AMOEE - RRORRBITHSREZETEZHABIER
B PIMEMER R ZATERS -

Evaluating the appropriateness of the estimations used
by the management of the Group and the Valuer, in
particular, the valuation model and the capitalisation
rate used by the management of the Group and the
Valuer; and

s BEEEEEREEMAAGT LY AR
£ BEEERERGEEIMRAZSERL AR
i R

Assessing the reasonableness of other key input used
in the valuation model by comparing monthly market
rent against entity-specific information and market
data of the respective relevant property markets.

BEREATSHSEERTEEMNREAENEDS
ZIISEIBEITIE - FHEREREMAEMEIZHA
BE A -
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Key audit matters (continued)

How our audit addressed the key audit matters (continued)

RRELEEA)

RMNELNAEERRELEH(A)

Assessment of net realisable value of properties under development for sale and properties beld for sale

FEFERRTYRRFELHEZ YR TR T FE

We identified the net realisable value of properties under
development for sale and properties held for sale as a key
audit matter due to the significant estimates associated with
determining the net realisable value of the properties under
development for sale and properties held for sale.

HREEFERRTUVERHELE ZDMEZERFES RE
RIbaET - B EERTOELSELE 2R Z A #IRFE
S RRAREZEIR

As disclosed in note 16 to the consolidated financial
statements, the carrying amount of properties under
development for sale and properties held for sale situated
in the People’s Republic of China (the “PRC”) were
approximately HK$15,955,343,000 as at 31 December 2017.

BINGR A SRR 1R  RZE—+F+_A=+—

B URREARLMBE(FE]) ZHFERRERTDERBIEHE
27 BREEA#)15,955,343,000/8 7T °
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Our procedures in relation to the assessment of net realisable
value of the properties under development for sale and
properties held for sale included:

A GFERRTYERFIELEZMEZAZERFE - R
Wit ERRRFEE

o Obtaining an understanding from the management of
the Group of the management’s process for performing
impairment assessment of the properties under
development for sale and properties held for sale,
which is primarily comparing the future selling prices
to the underlying expected costs to the construction of
complete properties;

o RHAEBREWERSELE 2 WRETRERE
(EBABAREERRES DL BEHRAR
AHEmEE) TERERFN EEEEERERET
¥

o Evaluating, on a sample basis, the reasonableness of
the management’s estimation of the expected total
costs of the properties under development for sale
that are under active development by comparing total
budgeted costs to the sum of the costs incurred and
further costs to complete. The budgeted costs were
checked, on a sample basis, to the underlying contracts
and the costs incurred were checked, on a sample basis,
to the surveyor reports;

. BRLBRABENAEEEERARBTRME T
FHRAZA - IR E IR E R B Y EAERRRH
BIZGERRTMEIEFERA 2GR ZEEE -
ERACRBEABENRENEEZS CEEKAD
REEFTHREREOEELS
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Key audit matters (continued)
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How our audit addressed the key audit matters (continued)

RRELEEA)

RMNELNAEERRELEH(A)

Assessment of net realisable value of properties under development for sale and properties held for sale (continued)

THEFERBETYERSFEHEZYEZ TR T FE (H)

As set out in note 4 to the consolidated financial statements,
the Group carried out assessment on net realisable value at
the end of the reporting period and compared to the costs.
The management estimates the total costs by reference to
the budgeted costs and costs incurred and further costs to
complete whereas the future selling prices were estimated by
the management of the Group with reference to the recent
selling prices of similar properties in the nearby or relevant
locations. The properties under development for sale and
properties held for sale are expected by the management of
the Group to be realised higher than the costs and hence no
write down to the net realisable value of properties under
development for sale and properties held for sale is required
during the current year.

BERA MR E4E - ERERBREHREERYEA
SR FEETHELERALE - EEELL2ERERAN - BE
MRS R SER PR O — PRI B ETARRR R © AT » RREE
Ty BEEREREELSEMOSRMLEEUNE IREER
At - EREEEEBRASERRTOERSEREZY
EARERRAZE - At FEERTUERSBELEZME
Z AR BFEBANANEETTHOR

Assessing the appropriateness of the estimated future
selling prices of the properties under development for
sale and properties held for sale, on a sample basis, by
comparing them to recent transaction prices of similar
properties in the nearby or relevant locations in the
PRC; and

BRLRP BTSRRI RUNE O REE - %
EPEEFEFERRTMERFHELE 2 MR
RREBZAREMN &

Comparing the future selling price of properties held
for sale, on a sample basis, to the actual selling price of
properties sold subsequent to the end of the reporting
period to evaluate the reasonableness of management’s
estimation.

ML EIEH E 2 ME 2 A REBRRNRERRER
BRELZMEZEREE  FHEEEMRFZARE
1 o
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Other Information

The directors of the Company are responsible for the other
information. The other information comprises the information
included in the annual report, but does not include 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 Directors and Those Charged with
Governance for the Consolidated Financial Statements

The directors of the Company are responsible for the
preparation of the consolidated financial statements that give
a true and fair view in accordance with HKFRSs issued by the
HKICPA and the 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.

Those charged with governance are responsible for overseeing
the Group’s financial reporting process.
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Auditor’s Responsibilities for the Audit of the 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
solely to you, as a body, in accordance with section 405 of the
Hong Kong Companies Ordinance, 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 judgment and maintain professional skepticism
throughout the audit. We also:

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

o Obtain an understanding of internal control relevant to
the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the
Group’s internal control.
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o Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and
related disclosures made by the directors.

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

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

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

From the matters communicated with those charged with
governance, 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 the independent
auditor’s report is Ka-Lai Man.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

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

For the year ended 31 December 2017

mEBEaRkEAEERER

BE-T—LF A=+ AL

Revenue
Cost of sales and services provided

Gross profit

Other income

Other gains and losses
Administrative expenses
Sales and marketing expenses
Finance costs

Profit (loss) before taxation
Income tax expenses

Profit (loss) for the year

Other comprehensive income (expense)

Item that may be reclassified subsequently to
profit or loss:

Exchange difference arising on translation of
foreign operations

Total comprehensive income (expense)
for the year

Profit (loss) for the year attributable to:
Owners of the Company
Non-controlling interests

Total comprehensive income (expense)
attributable to:
Owners of the Company
Non-controlling interests

Earnings (loss) per share (HK cent)
Basic
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2017 2016
—E—+F —E-RE
NOTES HK$°000 HK$’000
O i Fi#
5 1,271,982 79,569
(846,349) (18,217)
425,633 61,352
4,757 2273
6 (4,682) (24,776)
(83,414) (57,170)
(56,353) (13,897)
7 (10,974) (19,753)
8 274,967 (51,971)
9 (122,652) (4,614)
152,315 (56,585)
64,485 (27,640)
216,800 (84,225)
152,456 (56,702)
(141) 117
152,315 (56,585)
216,489 (85,284)
311 1,059
216,800 (84,225)

12
2.47 (0.97)




Consolidated Statement of Financial Position

At 31 December 2017

e ISR R
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Non-current assets

Property, plant and equipment
Investment properties

Pledged deposits

Current assets
Inventories
Properties held for sale

Properties under development for sale
Deposits paid for land acquisitions

Accounts receivable, deposits and prepayments
Financial assets at fair value through

profit or loss
Tax recoverable
Pledged deposits
Restricted bank balances
Bank balances and cash

Investment properties classified as held for sale

Current liabilities
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Accounts payable, deposits received and accruals JE[SBRZX ~ B & M EEHE F

Deposits received and receipts in advance

from property buyers

Amounts due to related companies

Loans from a related company

Bank and other borrowings — due within

one year
Tax liabilities

Net current assets

Total assets less current liabilities
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HMEAE

RBEEFE

EERERRBEE
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ZE—LEFR
2017 2016
—E—+F —E—-RE
HK$°000 HK$°000
FET FER
23,810 20,625
795,464 582,448
63,379 4,148
882,653 607,221
286 199
1,500,042 -
14,455,301 1,438,523
3,766,461 1,030,622
239,410 57,397
175,242 187,403
173,909 68,067
55,795 8,646
194,387 27,561
823,539 230,359
21,384,372 3,048,777
2,833 42,187
21,387,205 3,090,964
2,225,563 174,582
3,147,923 901,455
2,878,297 77,475
3,197,920 1,052,105
4,637,626 157,550
146,583 8,765
16,233,912 2,371,932
5,153,293 719,032
6,035,946 1,326,253
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e PRI R R

RZF—+tF+=A=+—H

2017 2016
—2—+tF — i
NOTES HK$°000 HK$°000
Bt & FHET THET
Capital and reserves BEXR B
Share capital [N 26 716,706 716,706
Reserves s 662,894 446,405
Total equity attributable to owners of the AARBEEAEGRERERE
Company 1,379,600 1,163,111
Non-controlling interests FEVER R (5,782) (6,093)
Total equity RSB 1,373,818 1,157,018
Non-current liabilities FRBEE
Rental deposits received B EZRe 6,711 768
Loans from a related company RE—HBEARZER 25 - 109,535
Bank and other borrowings — due after one year 77N HMEE —R—F & E|H 23 4,646,849 47,375
Deferred tax liabilities REFIRBE 27 8,568 11,557
4,662,128 169,235
Total equity and non-current liabilities ERRkIERBEEETE 6,035,946 1,326,253

The consolidated financial statements on pages 86 to 198 were F86ZE198B ZRAMBHERERZTE—NF=A =+ \AHE
approved and authorised for issue by the Board of Directors on ~ E&H#t/EREETIE - WhH TIEEREKEE
28 March 2018 and are signed on its behalf by:

Zhang Jingguo Zhang Guogiang
RENE REE
DIRECTOR DIRECTOR
EE BF
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“E—tEER
Consolidated Statement of Changes in Equity
For the year ended 31 December 2017
2 A B >4
mEEREEXR
HE-Z—tF+_A=1+—HILEFE
Attributable to owners of the Company
ARAER ARRE
Capital Property Non-
Share  reducton  Exchange  Stautory revaluaton  Retained controlling
capital reserve reserve reserve reserve  earnings Total  interests Total
ERHH IEEL
B Rk NERE  iERE s RERH a  FoRER szt
HKS'000  HKS000  HK$000  HKS000  HKS'000  HKS000  HK$000  HKS000  HKS$000
Tén Tn Tén Tén TEn Tén Tén Tén Tén
(Note ) (Note i)
(W) (k)
At 1 January 2016 RZE-~"F-A-A §57,626 149,180 (23,576) - 17,036 398515 1,098,781 (7178) 1,091,603
(Loss) profit for the year FE(FR) /a1 - - - - - (56,702 (56,702) 117 (56,585)
Exchange difference arising on translation ~ BAE S EERES 2
of foreign operations EREE - - (28,582) - - - (28,582) 942 (27,640)
Total comprehensive (expense] income for ~ ER2 (3% A EE
the year - - (28,582) - - (56,702) (85,284) 1,059 (84,225)
Issue of shares under share subscription AR ZEETRR
fn0te 26 (K:26) 159,080 ; . - . - 159080 - 159080
Acquisition of additional interests in WEHBLAE MR
subsidiaries - - - - - (115) (115) 115 -
Disposal of subsidiaries (ote 28) HENBRAM22) - - (9,351) - - - (9,351) 89) (9,440)
At 31 December 2016 Sy
tZA=1-A 716,706 149,180 (61,509) - 17,036 341,698 1163111 (6,093)  L157,018
Profit (loss) for the year R (5R) - - - - - 1456 152456 (141) 152315
Exchange difference arising on translation ~ FAZ@0EBMEL 2
of foreign operations EfZE - - 64,033 - - - 64,033 452 64,485
Total comprehensive income for the year —~ EAZENFLE - - 64,033 - - 152,456 216,489 31 216,800
Transfer to statutory reserve ERDETRE - - - 5577 - (5,577) - - -
At 31 December 2017 RIE—tF
TZA=+-A 716,706 149,180 254 5577 17,036 488,577 1,379,600 (5,782) 1373818
Notes: Bz -

(i)

The statutory reserve of the Group refers to the People’s Republic
of China (the “PRC”) statutory reserve fund. Appropriations to
such reserve fund are made out of profit after tax as recorded in the
statutory financial statements of the PRC subsidiaries. The amount
should not be less than 10% of the profit after tax as recorded in the
statutory financial statements unless the aggregate amount exceeds
50% of the registered capital of the PRC subsidiaries. The statutory
reserve can be used to make up prior year losses, if any, and can be
applied in conversion into the PRC subsidiaries’ capital by means of
capitalisation issue.

Property revaluation reserve represents the gain on revaluation of
the property, plant and equipment upon transfer to investment
properties.

(ii)

FEBEEERBETEARKNE(HEDEEEEED - MZREHEE
SRR ZBRYEETREMEAREEM MR ZBRBRET « RS
BEABEREEF BMEFEZBRREN 210% - FRIFREBES
B EARZEMEARZS0%  E BT RERAETRENBARZE
FEBRAE)  WRIBERERMEETZ TR ARTERE AT 2k
o

MEE[REEDE BEERRBEREREMEZEGEE -
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AERTRER

BE-FT—LF A=+ AL

Operating activities
Profit (loss) before taxation
Adjustments for:
Decrease in fair value of financial assets at fair value

through profit or loss
Increase in fair value of investment properties

Bad debts written-off in respect of accounts
receivable

Depreciation of property, plant and equipment

Gain on disposal of property, plant and equipment

Gain on disposal of an associate

Loss on disposal of subsidiaries

Interest income

Finance costs

Operating cash flows before movements in working
capital

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

(Increase) decrease in inventories

Increase in accounts receivable, deposits and
prepayments

Increase in restricted bank deposits

Increase in properties under development for sale

Increase in properties held for sale

Increase in deposits paid for land acquisitions

Increase in accounts payable, deposits received and
accruals

Increase in deposits received and receipts in advance
from property buyers

Cash used in operating activities
Tax paid

Net cash used in operating activities

90

B E S
BRI ATE A (B51R)
ETPSEFE
wAFEFARRZ
ERMEEXFERD
BEWE 2 XA

W - BELREITE
HEWE - BB N &g Wt
HE—FE ATz W
HEME AR ZEE

A SWA

LEESRPR I KERERE

WAFEFABREZ

ERIEE(E )R
FE ()R
FEWERR ~ 3 RIANFRIAE N
SRR TEIE 0
FEZRPYWEEM
FER & Z MWLM
B T RiE R g
FEERF - B WdRE MERH B AIE

M RFBRDEE R 2 REIE N

REXBRRARE
BEHHA

REXBMARSFHE

2017 2016
e o
HK$°000 HK$°000
FH&xT FHET
274,967 (51,971)
13,995 23,417
(12,380) (1,399)

671 387

1,067 1,002

(25) -

- (8,367)

- 13,128

(4,617) (334)
10,974 19,753
284,652 (4,384)
(454) 1,078

(87) 59
(179,853) (64,074)
(166,826) (26,241)
(12,810,716) (676,680)
(1,500,042) -
(2,657,938) (1,030,622)
2,029,443 109,535
2,178,330 847,485
(12,823,491) (843,844)
(89,005) (63,789)
(12,912,496) (907,633)




Consolidated Statement of Cash Flows

For the year ended 31 December 2017

mERERER

BE_T—tF+_A=1t—RLFE

Investing activities

Interest received

Purchase of investment properties

Purchase of property, plant and equipment

Proceeds from disposal of investment properties

Proceeds from disposal of an associate

Proceeds from disposal of property, plant and
equipment

Release of pledged deposits

Placement of pledged deposits

Repayment from former subsidiaries after
deemed disposal of subsidiaries

Net cash outflow from deemed disposal of
subsidiaries

Net cash used in investing activities

Financing activities

New bank and other borrowings raised

Repayment of bank and other borrowings

Interest paid

Proceeds from issuance of shares under share
subscription

Repayment to ultimate holding company

Advance from related companies

Repayment to related companies

Loans advance from a related company

Loans repaid to a related company

Net cash from financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at the beginning of
the year

Effect of foreign exchange rate changes

Cash and cash equivalents at the end of the
year

REEE

B S
BAREYE
BAME - BFE L&A
HEREMEMFRA

5 — PR A RS BB
HEME -« BB R RBHAE

fEfR DI S

e fMg e

BIEHEHRBARIKRZ
GIESIEPNCIFEEN

BIEHEMRBARZRERHFR

REFDARSFH

BMEERE
FERIT R EMEE
BERRITRAMER
BERAE

IR AD RIB AT (0 2 TS

iR IEN “”“TTAIE
BRERERRIRIA
1%?%%%@%@@57%@15
—AER ﬁ%&ﬁ%ﬁk
BE—MEEARER

BMEFHRERSFR

RERRESEEEBMFE
RENzRERREEHEER

HEERBHT

RERZBRERFAESEEEE

Notes

28(a)

26
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B —tFEFR
2017 2016
—E—tF —E-RE
HK$°000 HK$°000
FHxT FEx
4,617 334
(214,849) (291,178)
(3,790) (207)
87,209 24,574
- 8,367
68 -
3,821 30,669
(110,201) (10,992)
- 117,183
- (19,978)
(233,125) (141,228)
9,773,270 240,589
(703,058) (40,177)
(86,621) (16,973)
- 159,080
- (26,740)
2,840,376 71,351
(52,571) -
11,464,788 997,124
(9,516,900) (299,352)
13,719,284 1,084,902
573,663 36,041
230,359 195,039
19,517 (721)
823,539 230,359
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GENERAL

ZH International Holdings Limited (the “Company”)
is a public limited liability company incorporated in
Hong Kong with its shares listed on the Main Board
of The Stock Exchange of Hong Kong Limited (“Stock
Exchange”).

Its immediate and ultimate holding company is Joy Town
Inc., a private company incorporated in the British Virgin
Islands with limited liability which is controlled by Ms.
Huang Yanping (“Ms. Huang”), a non-executive director
of the Company and spouse of Mr. Zhang Jingguo (“Mr.
Zhang”), Chairman of the Company. The Company is
an investment holding company. The principal activities
of its subsidiaries are set out in note 40. The Company
and its subsidiaries are hereinafter collectively referred to
as the Group.

The addresses of the registered office and principal
place of business of the Company are disclosed in the
Corporate Information section of the annual report.

The consolidated financial statements are presented in
Hong Kong Dollars (“HK$”), which is the same currency
as the functional currency of the Company.

—RER

EEBRBRERERAR(TARA ) SERBEMKILZ £
MERAR  EBRNEBBHARIMBERAR (B
P DERLET

HEH B N&RIER A F Joy Town Inc. & — R EEBRE X
HEAMK Iz BRLERT  BRARA—RBIFNTES
Huang YanpingZ &+ ([ HuangZ =+ | + B4 A 7 £ & RAK
S ([RAED BB ES - ARTRA—HEREERA
Al o AMEAREEXBEHNWT40 - KRB REMER
FIATHRAEE o

ARRABZEMPEZIU K T BEEOHNFERE QA
B R

REMBBRRUAARRBZDEEERET((HBT) 2
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”)

Amendments to HKFRSs that are mandatorily effective
for the current year

The Company and its subsidiaries (collectively referred to
as the “Group”) has applied the following amendments
to HKFRSs issued by the Hong Kong Institute of
Certified Public Accountants (the “HKICPA”) for the
first time in the current year:

Amendments to HKAS 7 Disclosure Initiative

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

Amendments to HKFRS 12 As part of the Annual
Improvements to HKFRSs
2014-2016 Cycle

Except as described below, the application of the
amendments to HKFRSs in the current year has had
no material impact on the Group’s performance and
financial positions for the current and prior year and/or
on the disclosures set out in these financial statements.

FERFAIRKETEBUBHREEN(FEMBREE
EUH))

REFEBH| LN BB B HELER 26T

RAER - AAFRENB AR (GBI A EE ) &R
THMBEBRHMAR ([ BERHNAR ) EF2 B0
TR AL -

ERETERETRETA  TEIRE

BB et MAREIEER
FI2SRERTA FERIEIT
MIEEE
BBV IREER ER-T—MNFE
F125RERTA “ER-REFRUEEMB
WEERNFESREZ
—H#D

BRATATESN - RAFRERBBMBIRELNZERT
HAREEMRAFERBEFEZRRRMBMRR R KZ
EMBHRRAMB I REER L BEATZE
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (continued)

Amendments to HKAS 7 Disclosure Initiative

The Group has applied these amendments for the first
time in the current year. The amendments require an
entity to provide disclosures that enable users of financial
statements to evaluate changes in liabilities arising
from financing activities, including both cash and non-
cash changes. In addition, the amendments also require
disclosures on changes in financial assets if cash flows
from those financial assets were, or future cash flows will
be, included in cash flows from financing activities.

Specifically, the amendments require the following to
be disclosed: (i) changes from financing cash flows;
(ii) changes arising from obtaining or losing control of
subsidiaries or other businesses; (iii) the effect of changes
in foreign exchange rates; (iv) changes in fair values; and
(v) other changes.

A reconciliation between the opening and closing
balances of these items is provided in note 31. Consistent
with the transition provisions of the amendments, the
Group has not disclosed comparative information for
the prior year. Apart from the additional disclosure in
note 31, the application of these amendments has had no
impact on the Group’s consolidated financial statements.

FERFAIRKETEBUBHREEN(FEMBREE
A1) (A7)

BBE BRI ETHIET A EBRE

AEBERAFRERERZERN - ZEFTABLER
EHEE - WEMBRRERE AT ERELZHMSIZZ

BEZY  BRASKIFRSED - 1IN KETATE
FoBEEMEEZRERECKUERKRERER ST
ARBEHZRERER  ERAREZTIRNEECE
o

HBEmME  ZETARERAREBEATER  )RERSR

BHELRD (i) BERKEUMBA TR ML 2
B ARD (i) NEEXRD 2 PE (v ATES
B ROEMES -

BRZEHEE BV RARESR 2 ERIANMEESL - RE
RIEFTARZBEGEX » AEBEVEFE - FRELRE
£t o BRMEE31Z BINRES - BRZERI A AKE LA
MBERRIBELTE -
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2. APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (continued)

New and revised to HKFRSs in issue but not yet effective

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

FERFIRKETEBUBHREEN(EEMBREE
AlD) ()

B AR {E 5 R L 3K 2 # 5] RABNEET BB B & 2R

REEAEAR TR T BMAE MR ERZ IR REE
FIEAUHWEER

effective:

HKEFRS 9 Financial Instruments!

HKFRS 15 Revenue from Contracts with
Customers and the related
Amendements!

HKEFRS 16 Leases?

HKEFRS 17 Insurance Contracts*

HK(IFRIC) - Int 22
HK(IFRIC) - Int 23

Amendments to

Foreign Currency Transactions and
Advance Consideration!

Uncertainty over Income Tax
Treatments?

Classification and Measurement of

HKERS 2 Share-based Payment Transactions!
Amendments to Applying HKFRS 9 Financial
HKERS 4 Instruments with HKFRS 4

Amendments to

Insurance Contracts!
Prepayment Features with Negative

HKEFRS 9 Compensation?

Amendments to Sale or Contribution of Assets between
HKEFRS 10 and an Investor and its Associate or
HKAS 28 Joint Venture3

Amendments to Long-term Interests in Associates and
HKAS 28 Joint Ventures?

Amendments to As part of the Annual Improvements
HKAS 28 to HKFRSs 2014-2016 Cycle!

Amendments to Transfers of Investment Property!
HKAS 40

Amendments to Annual Improvements to HKFRSs
HKFRSs 2015-2017 Cycle?

1 Effective for annual periods beginning on or after 1 January

2018

2 Effective for annual periods beginning on or after 1 January

2019

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

determined

4 Effective for annual periods beginning on or after 1 January

2021

EEUBREENZR  SRIA

BN BFEANRER
]| EEEH
£15%

EEMBREENEI6T AR

EEUBREENEI7H  RBAL

EE(EBHBERERE  IMNEXFRBARE
LEE)-RBENR

EE(EBUBRERE  AEREEZTETE

£8¢)-RESLN
BB RS
F1REITA
EBE RS ES
FARBEIR

BB BREER
FORETA

EEUBREENF 105
LEBSHERFE285
EHES

EEgH AR
EVLLACHIF

BEGHER
F28SEFT A

EEeEs
FA0RBTK

BN BREEIEIAR

B O BERNHR Sz B R E!

RRBBHBRELERBE
RBRAOE G RATENBRS
EHEIRERMTE!

ARARENREENFIL

REFRARENT]
FRELEZAL
BEEHETIA

REERARAEEE L RS

ER-ZB-NEE-B—FRHER
HBREERFREIE 2 /0
BRRENR

“E-RFEC TR RHRENMBRE
ER 2 FEME

' RZE-N\F-A-ARZRFERZ FERRER
? RIE-NF-A—-HYR &G FERRER
3ORNREAME Bk &R 2 FEER AR

¢ RIB--F—-H-BYZRRARZ FERRER

Except for the new and amendments to HKFRSs
mentioned below, the directors of the Company
anticipate that the application of all other new and
amendments to HKFRSs and Interpretations will have
no material impact on the Group’s consolidated financial
statements in the foreseeable future.

B NPTl 2 A BB R S R R BB W S R

ZIERTSN - RRRIEREMEMMA MR BBV W

SR RBBWHEMEERN ZETUARBERA EAERE
“EHARESRAVERRELEAYE -
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (continued)

HKEFRS 9 Financial instruments

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

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

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

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

FERFIRKETEBUBHREEN(EEMBREE
AlD) ()

BB BHREEREIR T TA
BAMBREENFIFRIADBLECREE - EHA
B —REPEHEREREEREE R ZIRE

BASEERZ BB BHREENFEIREEREMAN

~

o REABUMBMEENFIRBEAMACHERDE
BEHBBZRBHRANS DT ERE - FHERA
EBEABEUARBDENRERERANZEBER
B REBERXNAERAREERASNEMERE
MBESREZEBHERE @ AR RESTHRER
REERAGTE - REMARKKESNETRE
REESREEZEHEATHBEZEHTE - A
RENBERSRBERPELZRERMAR /N
AERMAEERNSFEZEHTE  —RIREB
BATEFEFAREMEZERE 2 TAFE - 1A
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (continued)

HKFRS 9 Financial instruments (continued)

Based on the Group’s financial instruments and risk
management policies as at 31 December 2017, the
directors of the Company anticipate the following
potential impact on initial application of HKFRS 9:

Classification and measurement:

J Loan receivables carried at amortised cost as
disclosed in note 30: these are held within a
business model whose objective is to collect the
contractual cash flows that are solely payments of
principal and interest on the principal outstanding.
Accordingly, these financial assets will continue to
be subsequently measured at amortised cost upon
the application of HKFRS 9; and

° Real Estate Investment Trust (“REIT”) securities
designated as at fair value through profit or loss as
disclosed in note 19: the contractual terms of these
securities give rise to cash flows on specified dates
that are not payments of principal and interest on
the principal outstanding. Accordingly, these REIT
securities will continue to be measured at fair
value with subsequent fair value gains or losses to
be recognised in profit or loss upon the application
of HKFRS 9.

o Except for financial assets which are subject
to expected credit loss model upon application
of HKFRS 9, all financial assets and financial
liabilities will continue to be measured on the
same bases as are currently measured under HKAS
39.

FERFAIRKETEBUBHREEN(FEMBREE
A1) (A7)

BB BEEEREINEHM TR (H)

BEAEER T —+tF+_A=+—HZe¢@MIARR
RERRE  ARREFHEHNFERETBYBHREER
FIRBANTEELE

PR E -

. BFESOPT IR B IR M A AN ARR 2 FEIE R+ RFE A
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EREFERENEBEATRA - At RERE
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MEZHRERE - Bt REMEAY RS L]
FOWE  REFMWEREFEESFBEERITE
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AR R -

97



ZH International Holdings Limited

EEREERERAE

Notes to the Consolidated Financial Statements
For the Year Ended 31 December 2017

e PR R M

BE-FT—LF A=+ AL

98

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (continued)

HKEFRS 9 Financial instruments (continued)

Impairment:

In general, the directors of the Company anticipate
that the application of the expected credit loss model
of HKFRS 9 will result in earlier provision of credit
losses which are not yet incurred in relation to the
Group’s financial assets measured at amortised costs,
lease receivables and financial guaranteed contracts that
subject to the impairment provisions upon application of
HKEFRS 9 by the Group.

Based on the assessment by the directors of the
Company, if the expected credit loss model were to be
applied by the Group, the impact is not expected to be
material on the accumulated amount of impairment loss
to be recognised by the Group as at 1 January 2018 as
compared to the accumulated amount recognised under
HKAS 39.

HKFRS 15 Revenue from Contracts with Customers

HKFRS 15 was issued which establishes a single
comprehensive model for entities to use in accounting
for revenue arising from contracts with customers.
HKFRS 15 will supersede the current revenue recognition
guidance including HKAS 18 Revenue, HKAS 11
Construction Contracts and the related Interpretations
when it becomes effective.

The core principle of HKFRS 135 is that an entity should
recognise revenue to depict the transfer of promised
goods or services to customers in an amount that
reflects the consideration to which the entity expects
to be entitled in exchange for those goods or services.
Specifically, the Standard introduces a 5-step approach to
revenue recognition:

o Step 1: Identify the contract(s) with a customer

o Step 2: Identify the performance obligations in
the contract(s)

° Step 3: Determine the transaction price

o Step 4: Allocate the transaction price to the
performance obligations in the contract(s)

o Step 5: Recognise revenue when (or as) the entity
satisfies a performance obligation
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (continued)

HKFRS 15 Revenue from Contracts with Customers
(continued)

Under HKFRS 135, an entity recognises revenue when
(or as) a performance obligation is satisfied, i.e. when
‘control’” of the goods or services underlying the particular
performance obligation is transferred to the customer.
Far more prescriptive guidance has been added in
HKFRS 15 to deal with specific scenarios. Furthermore,
extensive disclosures are required by HKFRS 15.

In 2016, the HKICPA issued Clarifications to HKFRS
15 in relation to the identification of performance
obligations, principal versus agent considerations, as well
as licensing application guidance.

The directors of the Company assessed the potential
impacts of HKFRS 15 on the Group’s contracts with
customers in respect of sales of properties, in particular,
the identification of performance obligations under
HKFRS 135, the allocation of total consideration to the
respective performance obligations based on relative fair
values and whether these contracts contain significant
financing components. Furthermore, revenue on
sales of properties will be recognised when customers
obtain control over the properties under HKFRS 15
as compared to upon transfer of significant risks and
rewards of ownership under HKAS 18. These impacts
may potentially affect the timing and amounts of revenue
recognition.

HKEFRS 16 Leases

HKFRS 16 introduces a comprehensive model for the
identification of lease arrangements and accounting
treatments for both lessors and lessees. HKFRS 16 will
supersede HKAS 17 Leases and the related interpretations
when it becomes effective.

HKFRS 16 distinguishes lease and service contracts on
the basis of whether an identified asset is controlled
by a customer. Distinctions of operating leases and
finance leases are removed for lessee accounting, and
is replaced by a model where a right-of-use asset and a
corresponding liability have to be recognised for all leases
by lessees, except for short-term leases and leases of low
value assets.
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (continued)

HKFRS 16 Leases (continued)

The right-of-use asset is initially measured at cost
and subsequently measured at cost (subject to certain
exceptions) less accumulated depreciation and
impairment losses, adjusted for any remeasurement of
the lease liability. The lease liability is initially measured
at the present value of the lease payments that are not
paid at that date. Subsequently, the lease liability is
adjusted for interest and lease payments, as well as the
impact of lease modifications, amongst others. For the
classification of cash flows, the Group currently presents
upfront prepaid lease payments as investing cash flows
in relation to leasehold lands classified as investment
properties while other operating lease payments are
presented as operating cash flows. Upon application of
HKFRS 16, lease payments in relation to lease liability
will be allocated into principal and an interest portion
which will be presented as financing cash flows by the
Group.

In contrast to lessee accounting, HKFRS 16 substantially
carries forward the lessor accounting requirements in
HKAS 17, and continues to require a lessor to classify a
lease either as an operating lease or a finance lease.

Furthermore, extensive disclosures are required by
HKERS 16.

As at 31 December 2017, the Group has non-cancellable
operating lease commitments of HK$2,247,000 as
disclosed in note 33. A preliminary assessment indicates
that these arrangements will meet the definition of a
lease. Upon application of HKFRS 16, the Group will
recognise a right-of-use asset and a corresponding
liability in respect of all these leases.
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APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(“HKFRSs”) (continued)

HKFRS 16 Leases (continued)

In addition, the Group currently considers refundable
rental deposits paid of HK$110,000 and refundable
rental deposits received of HK$8,018,000 as rights and
obligations under leases to which HKAS 17 applies.
Based on the definition of lease payments under HKFRS
16, such deposits are not payments relating to the right
to use the underlying assets, accordingly, the carrying
amounts of such deposits may be adjusted to amortised
cost and such adjustments are considered as additional
lease payments. Adjustments to refundable rental deposits
paid would be included in the initial measurement of
right-of-use assets. Adjustments to refundable rental
deposits received would be considered as advance lease
payments.

Furthermore, the application of new requirements may
result in changes in measurement, presentation and
disclosure as indicated above.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared
in accordance with HKFRSs issued by the HKICPA. In
addition, the consolidated financial statements include
applicable disclosures required by the Rules Governing
the Listing of Securities on The Stock Exchange of Hong
Kong Limited (“Listing Rules”) and the Hong Kong
Companies Ordinance.

The consolidated financial statements have been prepared
on the historical cost basis, except for investment
properties and certain financial instruments that are
measured at fair values at the end of each reporting
period, as explained in the accounting policies set out
below.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Historical cost is generally based on the fair value of the
consideration given in exchange for goods and services.

Fair value is the price that would be received to sell
an asset or paid to transfer a liability in an orderly
transaction between market participants at the
measurement date, regardless of whether that price is
directly observable or estimated using another valuation
technique. In estimating the fair value of an asset or a
liability, the Group takes into account the characteristics
of the asset or liability if market participants would
take those characteristics into account when pricing the
asset or liability at the measurement date. Fair value
for measurement and/or disclosure purposes in these
consolidated financial statements is determined on such
a basis, except for share-based payment transactions that
are within the scope of HKFRS 2 Share-Based Payment,
leasing transaction that are within the scope of HKAS
17 Leases, and measurements that have some similarities
to fair value but are not fair value, such as net realisable
value in HKAS 2 Inventories or value in use in HKAS 36
Impairment of Assets.

A fair value measurement of a non-financial asset takes
into account a market participant’s ability to generate
economic benefits by using the asset in its highest and
best use or by selling it to another market participant
that would use the asset in its highest and best use.

For investment properties which are transacted at fair
value and a valuation technique that unobservable inputs
is to be used to measure fair value in subsequent periods,
the valuation technique is calibrated so that the results of
the valuation technique equals the transaction price.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

In addition, for financial reporting purposes, fair value
measurements are categorised into Level 1, 2 or 3 based
on the degree to which the inputs to the fair value
measurements are observable and the significance of the
inputs to the fair value measurement in its entirety, which
are described as follows:

o Level 1 inputs are quoted prices (unadjusted) in
active markets for identical assets or liabilities that
the entity can access at the measurement date;

o Level 2 inputs are inputs, other than quoted prices
included within Level 1, that are observable for
the asset or liability, either directly or indirectly;

3.

TEEHBRRE)

AN - M BREMS - A FEHERBATEAEZEH
ABBEIEREERATEFECHABBEHERRE S
BUDBRE—F  FoMAE = FBREAMOT

. F-RBARBEEBNFTEARG ZAREE

HBENERTIS 2 RECREHRAR)

s F_ABABEBERE-RMBRZIEEN BE
EXBETEENEESRE BARE X

and
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or liability.

The principal accounting policies are set out below.

Basis of consolidation

The consolidated financial statements incorporate
the financial statements of the Company and entities
controlled by the Company and its subsidiaries. Control is
achieved when the Company:
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its involvement with the investee; and
o has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an
investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control
listed above.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Basis of consolidation (continued)

Consolidation of a subsidiary begins when the Group
obtains control over the subsidiary and ceases when the
Group loses control of the subsidiary. Specifically income
and expenses of a subsidiary acquired or disposed of
during the year are included in the consolidated statement
of profit or loss and other comprehensive income from
the date the Group gains control until the date when the
Group ceases to control the subsidiary.

Profit or loss and each item of other comprehensive
income are attributed to the owners of the Company and
to the non-controlling interests. Total comprehensive
income of subsidiaries is attributed to the owners of the
Company and to the non-controlling interests even if this
results in the non-controlling interests having a deficit
balance.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting
policies into line with the Group’s accounting policies.

All intra-group assets and liabilities, equity, income,
expenses and cash flows relating to transactions
between members of the Group are eliminated in full on
consolidation.

Changes in the Group’s ownership interests in existing
subsidiaries

Changes in the Group’s ownership interests in existing
subsidiaries that do not result in the Group losing
control over the subsidiaries are accounted for as
equity transactions. The carrying amounts of the
Group’s relevant components of equity and the non-
controlling interests are adjusted to reflect the changes
in their relative interests in the subsidiaries, including re-
attribution of relevant reserves between the Group and
the non-controlling interests according to the Group’s
and the non-controlling interest’s proportionate interests.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Changes in the Group’s ownership interests in existing
subsidiaries (continued)

3.
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controlling interests are adjusted, and the fair value of EZBZERER  HEERERPRERLEBEN AR A
the consideration paid or received is recognised directly e

in equity and attributed to shareholders of the Company.

When the Group loses control of a subsidiary, the assets EREEXEH —HEMEAR 2 EH#R - ZMERR R

and liabilities of that subsidiary and non-controlling
interest (if any) are derecognised. A gain or loss is
recognised in profit or loss and is calculated as the

FEIER D (W A) 2 EERBEBURER - WaskBEn
BT ER - Wi ()IERREAFHEREMNREESZA
FEABRRL)ARREAEABENBARZEE(BES

difference between (i) the aggregate of the fair value )&’EFZJ??EEEETEZFEJZ%%EE*M PR E M
of the consideration received and the fair value of any 2HKNEEREMZMB AR ZIE - BiRHNAKED

retained interest and (ii) the previous carrying amount
of the assets (including goodwill), and liabilities of the
subsidiary attributable to the owners of the Company. All
amounts previously recognised in other comprehensive
income in relation to that subsidiary are accounted for
as if the Group had directly disposed of the related assets
or liabilities of the subsidiary (i.e. reclassified to profit
or loss or transferred to another category of equity as
specified/permitted by applicable HKFRSs). The fair
value of any investment retained in the former subsidiary
at the date when control is lost is regarded as the fair
value on initial recognition for subsequent accounting
under HKAS 39 or, when applicable, the cost on initial
recognition of an investment in an associate or a joint
venture.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Investment properties

Investment properties are properties held to earn rentals
and/or for capital appreciation. Investment properties
include land held for undetermined future use, which is
regarded as held for capital appreciation purpose.

Investment properties are initially measured at cost,
including any directly attributable expenditure.
Subsequent to initial recognition, investment properties
are measured at their fair values. All of the Group’s
property interest held under operating leases to earn
rentals or for capital appreciation purposes are classified
and accounted for as investment properties and are
measured using the fair value model. Gains or losses
arising from changes in the fair value of investment
properties are included in profit or loss for the period in
which they arise.

An investment property is derecognised upon disposal
or when the investment property is permanently
withdrawn from use and no future economic benefits are
expected from its disposals. Any gain or loss arising on
derecognition of the property (calculated as the difference
between the net disposal proceeds and the carrying
amount of the property) is included in the profit or loss
in the period in which the property is derecognised.

Owner-occupied properties are transferred to investment
properties when and only when there is a change in
use evidenced by end of owner occupation. At the
date of transfer, the properties (including prepaid lease
payments) are measured at their fair value, with any
gain being recognised in other comprehensive income
and accumulated in “property revaluation reserve”,
which will not be reclassified to profit or loss at the time
of disposal (it will instead be transferred to retained
earnings at the time of disposal).

3.
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SIGNIFICANT ACCOUNTING POLICIES (continued) 3. FESHBEE)
Non-current assets beld for sale FIFHEH B EE

Non-current assets are classified as held for sale if their
carrying amounts will be recovered principally through
a sale transaction rather than through continuing use.
This condition is regarded as met only when the asset is
available for immediate sale in its present condition and it
is highly probable that the sale will be completed within
one year from the date when the asset is reclassified as
held for sale. Management must be committed to the
sale, which should be expected to qualify for recognition
as a completed sale within one year from the date of
classification

Investment properties classified as held for sale are
measured using the fair value model in accordance with
HKAS 40 Investment Property.

Property, plant and equipment

Property, plant and equipment are stated in the
consolidated statement of financial position at cost less
subsequent accumulated depreciation (except for freehold
land) and accumulated impairment losses, if any.

Depreciation is recognised so as to write off the cost
of items of property, plant and equipment (other than
freehold land) over their estimated useful lives and after
taking into account their estimated residual value, using
the straight-line method. The estimated useful lives,
residual values and depreciation method are reviewed at
the end of each reporting period, with the effect of any
changes in estimate accounted for on a prospective basis.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Property, plant and equipment (continued)

Freehold land is not depreciated.

An item of property, plant and equipment is derecognised
upon disposal or when no future economic benefits are
expected to arise from the continued use of the asset.
Any gain or loss arising on the disposal or retirement of
an item of property, plant and equipment is determined as
the difference between the sales proceeds and the carrying
amount of the asset and is recognised in profit or loss.

Properties under development for sale

Properties under development which are intended to be
held for sale are carried at lower of cost and net realisable
value and are shown as current assets. Net realisable
value is determined by reference to estimated selling price
less anticipated costs to completion of the development
and costs to be incurred in marketing and selling the
completed properties.

Cost includes the costs of land, development expenditure
incurred and, where appropriate, borrowing costs
capitalised during construction period.

Properties under development are transferred to
properties held for sale when the relevant completion
certificates are issued by the respective government
authorities.

Properties beld for sale

Properties held for sale are stated at the lower of cost and
net realisable value. Cost is determined by apportionment
of the total land and development costs attributable
to the properties held for sale. Net realisable value is
determined based on prevailing market conditions.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Impairment on property, plant and equipment

At the end of the reporting period, the Group reviews the
carrying amounts of its property, plant and equipment
to determine whether there is any indication that those
assets have suffered an impairment loss. If any such
indication exists, the recoverable amount of the relevant
asset is estimated in order to determine the extent of the
impairment loss (if any).

When it is not possible to estimate the recoverable
amount of an asset individually, the Group estimates the
recoverable amount of the cash-generating unit to which
the asset belongs. When a reasonable and consistent
basis of allocation can be identified, corporate assets
are also allocated to individual cash-generating units,
or otherwise they are allocated to the smallest group
of cash-generating units for which a reasonable and
consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less
costs to sell 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 (or a cash-generating
unit) for which the estimates of future cash flows have
not been adjusted.

If the recoverable amount of an asset is estimated to
be less than its carrying amount, the carrying amount
of the asset is reduced to its recoverable amount. An
impairment loss is recognised immediately in profit or
loss.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but so that the
increased carrying amount does not exceed the carrying
amount that would have been determined had no
impairment loss been recognised for the asset in prior
years. A reversal of an impairment loss is recognised
immediately in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments

Financial assets and financial liabilities are recognised
when a group entity becomes a party to the contractual
provisions of the instrument.

Financial assets and financial liabilities are initially
measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets
and financial liabilities (other than financial assets and
financial liabilities at fair value through profit or loss
(“FVTPL”)) are added to or deducted from the fair
value of the financial assets or financial liabilities, as
appropriate, on initial recognition. Transaction costs
directly attributable to the acquisition of financial
assets or financial liabilities at FVTPL are recognised
immediately in profit or loss.

Financial assets

The Group’s financial assets are classified into Financial
assets at FVTPL and loans and receivables. The
classification depends on the nature and purpose of
the financial assets and is determined at the time of
initial recognition. All regular way purchases or sales
of financial assets are recognised and derecognised on
a trade date basis. Regular way purchases or sales are
purchases or sales of financial assets that require delivery
of assets within the time frame established by regulation
or convention in the marketplace.

Effective interest method
The effective interest method is a method of calculating

the amortised cost of a debt instrument and of allocating
interest income over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash receipts (including all fees paid or received
that form an integral part of the effective interest rate,
transaction costs and other premiums or discounts)
through the expected life of the financial asset, or, where
appropriate, a shorter period, to the net carrying amount
on initial recognition.
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SIGNIFICANT ACCOUNTING POLICIES (continued) 3. FESTBR(E)
Financial instruments (continued) 2T AE)
Financial assets (continued) SRMEEE)

Effective interest method (continued)
Interest income is recognised on an effective interest

basis, except for short-term receivables where the
recognition of interest would be immaterial.

Financial assets at FVTPL
Financial assets at FVTPL of the Group are financial

assets held for trading and designated as at FVTPL. A
financial asset is classified as held for trading if:

o it has been acquired principally for the purpose of
selling in the near future; or

o on initial recognition it is part of an identified
portfolio of financial instruments that the Group
and the Company manage together and has a
recent actual pattern of short-term profit-taking;
or

o it is a derivative that is not designated and effective
as a hedging instrument.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments (continued)

Financial assets (continued)

Financial assets at FVTPL (continued)

A financial asset other than a financial asset held for
trading or contingent consideration that may be paid by
an acquirer as part of a business combination may be
designated as at FVTPL upon initial recognition if:

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

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

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

Financial assets at FVTPL are stated at fair value, with
any gains or losses arising on remeasurement recognised
in profit or loss. The net gain or loss recognised in profit
or loss excludes any dividend or interest earned on the
financial assets and is included in other gains and losses
in the profit or loss. Fair value is determined in the
manner described in note 30(c).
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SIGNIFICANT ACCOUNTING POLICIES (continued) 3. FESTBR(E)
Financial instruments (continued) 2T AE)
Financial assets (continued) SRMEEE)

Loans and receivables
Loans and receivables are non-derivative financial assets

with fixed or determinable payments that are not quoted
in an active market. Subsequent to initial recognition,
loans and receivables (including accounts receivable,
deposits, pledged deposits, restricted bank balances, and
bank balances and cash) are carried at amortised cost
using the effective interest method, less any identified
impairment losses (see accounting policy on impairment
loss on financial assets below).

Interest income is recognised by applying the effective
interest rate, except for short-term receivables where the
recognition of interest would be immaterial.

Impairment of financial assets
Financial assets, other than those at FVTPL, are assessed

for indicators of impairment at the end of the reporting
period. Financial assets are considered to be impaired
where there is objective evidence that, as a result of one
or more events that occurred after the initial recognition
of the financial asset, the estimated future cash flows of
the financial assets have been affected.

For loans and receivables, the objective evidence of
impairment could include:

o significant financial difficulty of the issuer or
counterparty; or

o breach of contract, such as default or delinquency
in interest and principal payments; or

o it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets (continued)

Objective evidence of impairment for receivables
could include the Group’s past experience of collecting
payments, an increase in the number of delayed
payments in the portfolio past the credit period, as well
as observable changes in national or local economic
conditions that correlate with default on receivables.

For financial assets carried at amortised cost, the amount
of the impairment loss recognised is the difference
between the asset’s carrying amount and the present
value of the estimated future cash flows discounted at the
financial asset’s original effective interest rate.

The carrying amount of the financial assets is reduced
by the impairment loss directly for all financial assets
with the exception of accounts receivables, where
the carrying amount is reduced through the use of an
allowance account. Changes in the carrying amount of
the allowance account are recognised in profit or loss.
When an accounts receivable is considered uncollectible,
it is written-off against the allowance account.

Subsequent recoveries of amounts previously written-
off are credited to profit or loss. For financial assets
measured at amortised cost, if, in a subsequent period,
the amount of the impairment loss decreases and the
decrease can be related objectively to an event occurring
after the impairment loss was recognised, the previously
recognised impairment loss is reversed through profit or
loss to the extent that the carrying amount of the asset at
the date the impairment is reversed does not exceed what
the amortised cost would have been had the impairment
not been recognised.
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SIGNIFICANT ACCOUNTING POLICIES (continued) 3. FEESTBRE)
Financial instruments (continued) LETHEE)
Financial liabilities and equity instruments SRIBERRATA
Debt and equity instruments issued by a group entity SEERETZABERRATATDRIBEMRIISZZ A K0%THE

are classified as either financial liabilities or as equity
in accordance with the substance of the contractual
arrangements entered into and the definitions of a
financial liability and an equity instrument.

Financial liabilities

The Group’s financial liabilities (including accounts
payables, amounts due to related companies, loans from
a related company and bank and other borrowings)
are subsequently measured at amortised cost, using the
effective interest method.

Effective interest method
The effective interest method is a method of calculating

the amortised cost of a financial liability and of allocating
interest expense over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash payments (including all fees paid or received
that form an integral part of the effective interest rate,
transaction costs and other premiums or discounts)
through the expected life of the financial liability, or,
where appropriate, a shorter period, to the net carrying
amount on initial recognition. Interest expense is
recognised on an effective interest basis.

Equity instruments

An equity instrument is any contract that evidences a
residual interest in the assets of an entity after deducting
all of its liabilities. Equity instruments issued by the
Company are recognised at the proceeds received, net of
direct issue costs.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Financial instruments (continued)

Financial guarantee contracts

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

Financial guarantee contracts issued by the Group
are initially measured at their fair values and, if not
designated as at FVTPL, are subsequently measured at
the higher of:

(i) the amount of obligation under the contract,
as determined in accordance with HKAS 37
Provisions, Contingent Liabilities and Contingent
Assets; and

(i)  the amount initially recognised less, when
appropriate, cumulative amortisation recognised
over the guarantee period.

Derecognition
The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire.

On derecognition of a financial asset, the difference
between the asset's carrying amount and the sum of the
consideration received and receivable is recognised in
profit or loss.

The Group derecognises financial liabilities when, and
only when, the Group’s obligations are discharged,
cancelled or have expired. The difference between the
carrying amount of the financial liability derecognised
and the consideration paid and payable is recognised in
profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Leasing

Leases are classified as finance leases whenever the terms
of the lease transfer substantially all the risks and rewards
of ownership to the lessee. All other leases are classified as
operating leases.

The Group as lessor

Rental income from operating leases is recognised in
profit or loss on a straight-line basis over the term of the
relevant lease.

The Group as lessee
Operating lease payments are recognised as an expense
on a straight-line basis over the lease term.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost of inventories are determined on a
first-in-first-out basis.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which
are assets that necessarily take a substantial period of
time to get ready for their intended use or sale, are added
to the cost of those assets, until such time those assets are
substantially ready for their intended use or sale.

Investment income earned on the temporary investment
of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs
eligible for capitalisation.

All other borrowing costs are recognised in profit or loss
in the period in which they are incurred.

3.

TEEHBRRE)

HE

BHEEGRTS AR Z @A D E e N EHREE T AR A
i HENDBAREEE - MEREMEES S BEREE
HE -

REBERHBEA
KEREZ S WARBBEBMANERENIERER o

REBEREBEA
KEHENFIRME BN B R EER AR -

7&

FEARRNEAZRFHEME 2 RIEEIIER - FEKRER
TR 2 B -

EERLE

B EERLEEFTERBHEDEEBRERRNIHE
ZREREBEERAHUZIBERAE  OMARETEENK
K BHERFEEVABELEREREGHHERL

HRE (B LA 1 & B B B S BT R 1R

BERDZBRERA  RABEBBRERZEERATHLR

FrE e B R AN R E A RN B R o

117



ZH International Holdings Limited

EEREERERAE

Notes to the Consolidated Financial Statements
For the Year Ended 31 December 2017

e MR

BE-FT—LF A=+ AL

118

SIGNIFICANT ACCOUNTING POLICIES (continued)

Taxation

Income tax expense represents the sum of the tax
currently payable and deferred tax.

The tax currently payable is based on taxable profit for
the year. Taxable profit differs from profit (loss) before
taxation as reported in the consolidated statement of
profit or loss and other comprehensive income because of
income or expense that are taxable or deductible in other
years and items that are never taxable or deductible. The
Group’s liability for current tax is calculated using tax
rates that have been enacted or substantively enacted by
the end of the reporting period.

Deferred tax is recognised on temporary differences
between the carrying amounts of assets and liabilities
in the consolidated financial statements and the
corresponding tax base used in the computation of
taxable profit. Deferred tax liabilities are generally
recognised for all taxable temporary differences. Deferred
tax assets are generally recognised for all deductible
temporary differences to the extent that it is probable
that taxable profits will be available against which those
deductible temporary differences can be utilised. Such
assets and liabilities are not recognised if the temporary
difference arises from goodwill or from the initial
recognition (other than in a business combination) of
other assets and liabilities in a transaction that affects
neither the taxable profit nor the accounting profit.
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SIGNIFICANT ACCOUNTING POLICIES (continued) 3. FESTBR(E)
Taxation (continued) HE(E)

Deferred tax liabilities are recognised for taxable
temporary differences associated with investments in
subsidiaries, except where the Group is able to control
the reversal of the temporary difference and it is probable
that the temporary difference will not reverse in the
foreseeable future.

The carrying amount of deferred tax assets is reviewed
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profits will be available to allow all or part of the asset to

be recovered.

Deferred tax assets and liabilities are measured at the tax RENIBEEERBERENABREREENANENER

rates that are expected to apply in the period in which the
liability is settled or the asset is realised, based on tax rate
(and tax laws) that have been enacted or substantively
enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets
reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the
reporting period, to recover or settle the carrying amount
of its assets and liabilities.

For the purposes of measuring deferred tax liabilities
or deferred tax assets for investment properties that
are measured using the fair value model, the carrying
amounts of such properties are presumed to be recovered
entirely through sale, unless the presumption is rebutted.
The presumption is rebutted when the investment
property is depreciable and is held within a business
model whose objective is to consume substantially all
of the economic benefits embodied in the investment
property over time, rather than through sale.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Taxation (continued)

Current and deferred tax are recognised in profit or loss,
except when they relate to items that are recognised
in other comprehensive income or directly in equity,
in which case, the current and deferred tax are also
recognised in other comprehensive income or directly
in equity respectively. Where current tax or deferred
tax arises from the initial accounting for a business
combination, the tax effect is included in the accounting
for the business combination.

Foreign currencies

In preparing the financial statements of each individual
group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies)
are recognised at the rates of exchanges prevailing
on the dates of the transactions. At the end of the
reporting period, monetary items denominated in foreign
currencies are retranslated at the rates prevailing at that
date. Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at
the rates prevailing on the date when the fair value was
determined. Non-monetary items that are measured in
terms of historical cost in a foreign currency are not
retranslated.

Exchange differences arising on the settlement of
monetary items, and on the retranslation of monetary
items, are recognised in profit or loss in the period in
which they arise.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Foreign currencies (continued)

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s
foreign operations are translated into the presentation
currency of the Group (i.e. HK$) using exchange rates
prevailing at the end of each reporting period. Income
and expenses are translated at the average exchange
rates for the period, unless exchange rates fluctuate
significantly during the period, in which case, the
exchange rates prevailing at the dates of transactions are
used. Exchange differences arising, if any, are recognised
in other comprehensive income and accumulated
in equity under the heading of “exchange reserve”
(attributed to non-controlling interests as appropriate).

On the disposal of a foreign operation (i.e. a disposal
of the Group’s entire interest in a foreign operation, or
a disposal involving loss of control over a subsidiary
that includes a foreign operation), all of the exchange
differences accumulated in equity in respect of that
operation attributable to the owners of the Company are
reclassified to profit or loss.

Retirement benefit costs

Payments to Mandatory Provident Fund Scheme and
other retirement benefit schemes are charged as an
expense when employees have rendered service entitling
them to the contributions.

Short-term employee benefits

Short-term employee benefits are recognised at the
undiscounted amount of the benefits expected to be paid
as and when employees rendered the services. All short-
term employee benefits are recognised as an expense.

A liability is recognised for benefits accruing to
employees (such as wages and salaries and annual leave)
after deducting any amount already paid.

3.

TEEHBRRE)

S ()

M2 AMBREAMS - AREBINEBCEEREE
PR REHRAEAZRITEXRESAEBZ25IEYE
(BIBTT) « WARFAIRAARFIEERE - FRIFHA
EXHREALE  NUBERT  AISRARZERZE
x o fEAESZR(WE)REMEEBARER - WHRIHH
PR R T 2 s Rt (BB IR ERERE (HEm)) -

RHEBINEE(BIHEREERNEINER 2 2B EER
EFNKREH—ENB AR (BRIEEINER) 2 ) -
RARAEBABECEBR R R ZMAELERE

MoAEER -

BRIKEFIEAK
SBREIMERTER R R EMRKENET 2 R R B et
EREERZERRZRIGH RS H -

FERES #E R
% HfE BAE A oz e B e RIS B TS T S8 2 RRAER
BN EREER - TARHIERRANEEA/FAX -

BEZEEEMN(PIMTERFH S RFR) IRIRERNE
NeEEmRa s -

121



ZH International Holdings Limited

EEREERERAE

Notes to the Consolidated Financial Statements
For the Year Ended 31 December 2017

e MR

BE-FT—LF A=+ AL

122

SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable and represents amounts receivable
for goods sold and services provided in the normal course
of business.

Sale of properties

Revenue is recognised when the amount of revenue can
be reliably measured; when it is probably that future
economic benefits will flow to the Group and when
specific criteria have been met for each of the Group’s
activities, as described below.

Revenue from the sale of properties in the ordinary
course of business is recognised when properties are
delivered, and when all the following criteria are met:

J the significant risks and rewards of ownership of
the properties are transferred to buyers;

J neither continuing managerial involvement to
the degree usually associated with ownership nor
effective control over the properties are retained;

J the amount of revenue can be measured reliably;

J it is probable that the economic benefits associated
with the transaction will flow to the Group; and

J the costs incurred or to be incurred in respect of
the transaction can be measured reliably.

Payments received from purchasers prior to this stage
are recorded as deposits received and receipts in advance
from property buyers under current liabilities.

3.
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SIGNIFICANT ACCOUNTING POLICIES (continued)

Others

Revenue from hotel operations is recognised when the
relevant services are provided.

Property management fee income is recognised in profit
or loss when the services are rendered.

Dividend income from investments is recognised
when the shareholder’s right to receive payment has
been established (provided that it is probable that the
economic benefits will flow to the Group and the amount
of income can be measured reliably).

Interest income from financial assets is recognised when
it is probable that the economic benefits will flow to
the Group and the amount of income can be measured
reliably. Interest income is accrued on a time basis, by
reference to the principal outstanding and at the effective
interest rate applicable, which is the rate that exactly
discounts the estimated future cash receipts through
the expected life of the financial asset to that asset’s net
carrying amount on initial recognition.

The Group’s accounting policy for recognition of revenue
from operating leases is described in the accounting
policy for leasing above.

3.

TEEHBRRE)
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CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY

In the application of the Group’s accounting policies,
which are described in note 3, the directors of the
Company are required to make judgements, estimates
and assumptions about the carrying amounts of assets
and liabilities that are not readily apparent from other
sources. The estimates and associated assumptions are
based on historical experience and other factors that are
considered to be relevant. Actual results may differ from
these estimates.

The estimates and underlying assumptions are reviewed
on an on-going 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.

Critical judgements in applying accounting policies

The following are the critical judgements, apart from
those involving estimations (see below), that the directors
of the Company have made in the process of applying
the Group’s accounting policies and that have the most
significant effect on the amounts recognised in the
consolidated financial statements.

4.
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CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(continued)

Critical judgements in applying accounting policies
(continued)

Determination of functional currency of the Company

Subsidiaries of the Company operates in Hong Kong,
the PRC, the United States of America (the “USA”),
Singapore and Japan. Their revenue and expenses are
denominated in the respective local currency of the group
entities they operate which includes HK$, Renminbi
(“RMB”), United States dollars (“USD”), Singapore
dollars (“SGD”) and Japanese Yen (“JPY”) which
are the functional currencies of the group entities. In
determining the functional currency of the Company, the
management has carefully considered the currencies to
which the Company and its subsidiaries have exposure.
The management considered that the indicators are
mixed and the functional currency is not obvious as the
Group continues to explore investment opportunities in
various countries. The management uses its judgement to
determine that HK$ is the most faithfully represents the
economic environment of the Company operates because
the performance of the group is measured in HK$ and
the Group continues to pursue investment strategies
for investments overseas actively and the returns are
considered with reference to the volatility against HK$.

RS HERGET TABRR 2 TERR(F)
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CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(continued)

Critical judgements in applying accounting policies
(continued)

Deferred tax on investment properties

For the purposes of measuring deferred taxes arising
from investment properties that are using the fair value
model, the directors of the Company have reviewed the
Group’s investment property portfolios and concluded
that the Group’s investment properties — senior housing
communities located in USA are held under a business
model whose objective is to consume substantially all
of the economic benefits embodied in the investment
properties over time rather than through sale whereas
those situated in Japan, Hong Kong and Singapore and
residential homes located in the USA are not held under
such a business model. Therefore, the presumption
that the carrying amounts of investment properties are
recovered entirely through sale is rebutted for properties
of senior housing communities but is not rebutted for
properties located in Japan, Hong Kong and Singapore
and residential homes located in the USA. As a result, the
Group has not recognised any deferred taxes on changes
in fair value of these investment properties located in
Hong Kong and Singapore as the Group is not subject
to any income taxes on disposal of these investment
properties. No deferred tax was recognised for properties
located in Japan during the year as there are no fair value
gain in the current year.

Key sources of estimation uncertainty

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

RS HERGET TABRR 2 TERR(F)
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CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(continued)

Key sources of estimation uncertainty (continued)

Fair value measurements

Information about the valuation techniques, inputs and
key assumptions used in the determination of the fair
value of investment properties are disclosed in note 14.

The directors of the Company have exercised their
judgment and satisfied that the assumptions used
in the valuation of investment properties amounted
to approximately HK$795,464,000 (2016:
HK$582,448,000) are reflected of the current market
conditions. Changes to these assumptions would result
in changes in the fair values of the Group’s investment
properties and the corresponding adjustment to the fair
value changes resulted in the consolidated statement of
profit or loss.

RS HERGET TABRR 2 TERR(F)
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CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(continued)

Key sources of estimation uncertainty (continued)

Net realisable value assessment of properties under
development for sale and properties held for sale

The Group carried out assessment on net realisable value
of properties under development and properties held for
sale at each end of each reporting period and compared
the costs and its net realisable value. The net realisable
value is the estimated future selling price less estimated
cost of completion or the estimated costs necessary
to make the sale (if any). The estimated future selling
prices are estimated by management with reference to
the Group’s pre-sale selling prices and the recent selling
prices of similar properties in the nearby or relevant
locations. The management also estimated the future
selling expenses and the expected costs to completion by
reference to the actual selling expenses of the Groups’
completed projects, adjusted by certain current market
data, the legal and regulating framework and general
market condition. The Group’s properties under
development for sale and properties held for sale are all
situated in the PRC, details of which are set out in the
consolidated statement of financial position and note 16.
At 31 December 2017, the carrying amount of properties
under development for sale and properties held for sale
amounted to approximately HK$14,455,301,000 (2016:
HK$1,438,523,000) and HK$1,500,042,000 (2016: nil)
respectively are expected to be recovered through future
sales and stated at the lower of cost and net realisable
value. All of which are expected to be recovered higher
than the cost and hence no write down to net realisable
value is required at the year ended 31 December 2017.
When there is any decrease in net realisable value
of the properties and it is lower than the cost of the
properties, loss will be recognised on the properties under
development for sale and properties held for sale in the
consolidated statement of profit or loss.

RS HERGET TABRR 2 TERR(F)
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CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(continued)

Key sources of estimation uncertainty (continued)

Contingent liabilities

As at 31 December 2017, the Group had contingent
liabilities relating to guarantees amounting to
approximately HK$1,184,570,000 (2016: approximately
HK$456,022,000) in respect of mortgage facilities
provided by certain banks in connection with the
mortgage loans entered into by property buyers of
the Group’s properties. Pursuant to the terms of the
guarantees, upon default in mortgage payments by these
property buyers, the Group would be responsible for
repaying the outstanding mortgage principals together
with accrued interests thereon and any penalties owed by
the defaulted buyers to the banks. The Group would be
entitled to take over legal title to and possession of the
related properties. These guarantees will be released upon
the earlier of (i) the satisfaction of the mortgage loan by
the buyers of the property; and (ii) the issuance of the
property ownership certificate for the mortgage property
and the completion of the deregistration of the mortgage.
In the opinion of the directors of the Company, no
provision for the guarantee contracts was recognised in
the consolidated financial statements for the year ended
31 December 2017 as the default risk is low. Should the
actual outcome be different from expected, provision
for losses will be recognised in the consolidated financial
statements.

RS HERGET TABRR 2 TERR(F)
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S. REVENUE AND SEGMENT INFORMATION 5. KRR o HER
2017 2016
—E—tHF —E-RF
HK$°000 HK$°000
FHExT FHET
Revenue is analysed as follows: WA -

Sales of properties HEME 1,190,797 -
Rental income e WA 34,342 53,826
Income from hotel operations B E SETEUA 5,648 6,969

Dividend income from financial assets at fair value IZAFEFABRZERHEEY
through profit or loss A% S U A 16,850 8,704
Property management fee income MEEEBIRA 24,345 9,736
Others ) - 334
1,271,982 79,569

AAAREEG((EFE])  EXBLERARE(XEE
BARARE D MERERD B RN BRINFEZERZAR
SETRAEREBRER - WA EBEMNEEZE

allocation and assessment of segment performance is Ao

Information reported to the board of directors of the
Company (the “Board”), being the chief operating
decision maker (“CODM?”), for the purposes of resource

based on different business activities of the Group. This
is also the basis upon which the Group is organised and
managed.

Accordingly, the Group’s reportable segments under
HKEFRS 8 are as follows:

a) Property development in the People’s Republic of
China (the “PRC”)

b) Property investment and management in the
United States of America (the “USA” or “U.S.”)
in American Housing REIT, Inc. (“AHR”) and
property management in the USA provided to
Global Medical REIT, Inc. (“GMR”) (Note), both
performed through a subsidiary of the Group

) Property investment other than AHR and GMR
d) Securities trading and investment

e) Hotel operations

Eit - NEEIRIEE B S LR FE 85 < 7l S 5 #
T~

a) R ARLFBE([FE]) 2 WEERE
b) ENEHEREETE(AHR ) REHMELERE (3=
BDZMERENREBEALABEREESHERE

EFE(IGMR ) (M) IR 2 EBEMEEIR - 195818
AEE 2 —FEMEARET

) AHR & GMR LASN 2 ¥ 24578
d) BEHEEBEREE

e) Ny
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REVENUE AND SEGMENT INFORMATION (continued)

The Group has property investment and/or management
businesses in Hong Kong, the USA, Singapore and Japan.
Other than AHR and GMR which are operated in the

WK o HER (H)

AEEREE  XB - IR RAABEEMERER, &
EIBETS - MNERBILEMAHR RGMRS) - Efbim 2
MEREEB AT ELERRE —OHEE  LIER—E

USA, the property investment businesses in other regions E DT AR ©
are evaluated together and assessed as one operating

segment by the CODM.

Hat - GMREA@Eif{ NETZA=Z+ B LEERR A —HENE
AR E (FFE28) ©

Note:  GMR was deemed disposed of as a subsidiary during the
year ended 31 December 2016 (note 28).

The following is an analysis of the Group’s revenue, REEIR WS REE D2 W
results and assets by reportable and operating segments:

CRENMEESTOT

B EP 2 RFEAE

Segment revenue and results

Segment revenue Segment results

pan=iL 6 DEELE
2017 2016 2017 2016
—E—+t5F —E-REF —E—tF ZE-REF
HK$°000 HK$°000 HK$°000 HK$°000
FExT FExT FER FET
Property development in the PRC R B~ 23R 1,190,797 - 271,280 (17,996)
Property investment and/or #EIBAHR K GMR A EE
management in the USA EITZMERE
through AHR and GMR R/SER 43,566 47,433 (131) (31,986)
Property investment other than ~ AHR & GMRASN 2
AHR and GMR VIR E 15,121 16,129 13,166 8,045
Securities trading and investment &% 8 & MIi&E 16,850 8,704 3,459 (14,790)
Hotel operations 5 3T 5,648 6,969 (1,945) (928)
Others Hith - 334 - 218
1,271,982 79,569 285,829 (57,437)
Unallocated corporate income P WNGILL N 4,668 858
Other gains and losses ,H{ﬁguﬁzﬁﬁ&ﬁéﬁ}a (3,089) 19,397
Unallocated corporate expenses A&7 E A 7R (12,441) (14,647)
Unallocated finance costs ROBRLERK A - (142)

Profit (loss) before taxation [ R BT A (B9 1) 274,967 (51,971)
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5. REVENUE AND SEGMENT INFORMATION (continued) 5. WK D EWER (&)

Segment assets DEEE

2017 2016
—E—tF ZEB-RF
HK$000 HK$000
FHBT THET
Property development in the PRC R MEERE 21,099,394 2,637,334

Property investment and/or management in the USA % 38AHR ) GMRAEBIHET
through AHR and GMR ZYERER,HER 341,902 165,900
Property investment other than AHR and GMR AHR EGMREASNZ IERE 560,311 537,053
Securities trading and investment BEEBENMEE 179,388 191,518
Hotel operations B 5 ST 8,124 7,740
22,189,119 3,539,545
Unallocated assets KOBEE 80,739 158,640
22,269,858 3,698,185
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5. REVENUE AND SEGMENT INFORMATION (continued) 5. Wi R o ERE R ()
Other segment information Bt 5 5E#
For the year ended 31 December 2017 BE-E—t+HE+-A=+—HILEE
Property
investment
and/or Property
management  investment
Property  intheUSA  otherthan  Securifies
development  through AHR AHR  trading and Hotel Segment
inthePRC ~ andGMR ~ andGMR  investment  operations total  Unallocated Total
FBAHRE
GMRHZE

L AipAiES AHRR
RER/  GMRUZ R5EE
HENERR JER nERE kRE BEER ABE #48 &5
HKS'000 HKS000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HK§000
TER TR ThR T THR T ThR TR

Amounts included in the measure of segment results :f A2 SEEHHERE
OF Segment assets: HEEE:

Addicions to investment properties and property,  AENERNE  BER

plant and equipment FEIRE 3339 214927 18 - 355 218,639 - 218,639
Depreciation of property, plant and equipment 475 + FERRIEHE 182 104 12 - 160 568 499 1,067
Bad debes written-off in respect of accounts RN HiER

receivable - 149 51 - - 671 - 671
Increase in fair value of investment properties % Z%7% 7 AFEEN - 3,005 9175 - - 12,380 - 12,380
Decrease in fair value of financial assets at fair value AT (E:f A BE 7 £REE

through profitor loss ST - - - (13,955) - (13,955) - (13,955)
Finance costs RERA - 5,988 4986 - - 10,974 - 10,974




ZH International Holdings Limited

EEREERERAE

Notes to the Consolidated Financial Statements
For the Year Ended 31 December 2017

e MR

BE-FT—LF A=+ AL

5. REVENUE AND SEGMENT INFORMATION (continued) 5. WK D EWER (&)

Other segment information (continued) Bt S8E# (&)
For the year ended 31 December 2016 BE-E—ARE+-A=+—HILEE

Property
investment
andlor Property
management  investment
Property  intheUSA  otherthan  Securities

development  through AHR AHR  trading and Hotel Segment
inthePRC ~ andGMR ~ and MR investment ~ operations total
fEBAHR]
GMRAZE

Efong AHRE:
RER/  GMRMSIZ BHEE
HENEEE HEE NERE RiE BEE AEE
HK$000 HKS'000 HK$000 HK$000 HK$000 HK$000

Thr Thn Thn Thn ThR T

Amounts included in the measure of segment results :f A2 SEEHHERE

OF segment asses: HEzeE:
Additions to investment properties and property,  RENERNE - BER

plant and equipment FEIRE 13 194530 3 - 8 2194603
Depreciation of property, plant and equipment 91 + BE R EIE 55 3 552 - 201 839
Gain on disposal of an associate HE-BRAAT IS - - - - - _
Bad debts written-off in respect of accounts WSS

receivable - 387 - - - 387
(Loss) gain on disposal of subsidiaries PERBATZ (BE - (22,333) - - - (22,333)
Increase (decrease) in fair value of investment A #E 2 ATELNEL)

properties - 1,720 (321) - - 1,399
Decrease in fair value of financial assets at fair AT (&R A B2 4 52%

value through profit or loss DT D - - - (23417) - (23417)
Finance costs BERK - 14,975 4636 - - 19,611

Unallocated

#E
HK§000
T

163
8367

9205

14

Total

it
HKS000
TiET

294635
100
8367

37
(13,128)

1399

(13417)
19753
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5. REVENUE AND SEGMENT INFORMATION (continued) 5. Wam ko EER (&)
Other segment information (continued) Bt 5E# (&)
The accounting policies of the operating segments are the NI 2 BRI FE3 AT 2 AN E R R — B o
same as the Group’s accounting policies described in note DEBEAEYE R 5 BOARER 2 A (2 EZJ% B WESEE
3. Segment results represent the profit from (loss incurred TR FERFETARMA  ETHEMKEREIE -
by) each segment without allocation of certain items, EFTRalTHAYZ  EERFETBABZHSURET
mainly comprising certain corporate income, certain BEKAR o WM FEELERFEZMAERE IR B K&K
other gains and losses, certain corporate administrative WA 2 stE 8% -

expenses, Directors’ and chief executives’ salaries and
certain finance costs. This is the measure reported to
the CODM for the purposes of resource allocation and
performance assessment.

For the purposes of monitoring segment performance HEEDBRBEINSHESIRERTE - AEEEESD
and allocating resources between segments, all assets are RELESR MRS EEE(BEETYE  BEKRK
allocated to operating segments other than unallocated B BETEMERGIE - &e RFENFHIE - AllEIRIEN
assets (comprising certain property, plant and equipment, RETFRITHEBR RIS )RIN

certain other receivables, deposits and prepayments, tax

recoverable and certain bank balances and cash).

Information about segment liabilities is not regularly FERERREVREAEHOLEEZER - Bt - I
reviewed by the CODM. Accordingly, no such mEFEZIEER o

information is presented.
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REVENUE AND SEGMENT INFORMATION (continued)

Geographical information

The Group’s operations are located in five (2016: five)
major geographical areas. Information about the Group’s
revenue from external customers is presented based on
the geographical market of the customers, location of
properties and investments irrespective of the origin of
the goods and services. Information about the Group’s
non-current assets, excluding financial instruments, is
presented based on the geographical location of the assets.

Hong Kong )
The PRC Fh
The USA ES
Singapore EIimIIE
Japan AR

Information about major customers

During the year ended 31 December 2017, no single
customer has contributed 10% or more of the Group’s
total revenue.

During the year ended 31 December 2016, included
in revenue is an amount of HK$17,823,000 from one
customer in the Group’s securities trading and investment
segment and property investment and/or management in
the USA through AHR and GMR segment contributed
10% or more of the Group’s total revenue.

WK o HER (H)

HEEH
REBEEHR

AfE(=

—RF o AEEEMmRE -

INE

Eka 9\\*5%}5451 Zéﬂ)}%ﬁ’\%}iiﬂﬂi mig - MER

BREZHMEWZY]
EPERBEE(T

5l e

Revenue from

external customers

it R E R RTS 2 REM - A&
BT AN 2 ERVERBEEMREILE

Non-current assets

ﬁ$E@mW $10%38k A E ©

BHE_T—

RNETZA=T—BIEFE - W&

A E SPERE U 3 ERBEE
2017 2016 2017 2016
—E—tf —XE  CEB—t#F —AE
HK$°000 HK$°000 HK$’000 HK$’000
FB T T F
2,856 2,850 115,062 99,235
1,190,797 267 3,365 83
60,636 56,437 284,166 113,321
8,282 9,312 359,972 336,104
9,411 10,703 56,709 54,330
1,271,982 79,569 819,274 603,073

L ESZFs
BE-—Z—cH+-A=+—ALFE BEE-EFE

BERE AR

EB L2 R 5 MRE D EBA K BAHR X GMR R EH
sz%aa%xé)&/& EENHB—BRFPZR
C BRINEE BN EE10% A L o

K1817,823,0005%
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6. OTHER GAINS AND LOSSES

Increase in fair value of investment properties
(note 14)

Decrease in financial assets at fair value
through profit or loss

Exchange (loss) gain, net

Bad debts written-off in respect of
accounts receivable

Gain on disposal of property, plant and equipment

Gain on disposal of an associate

Loss on disposal of subsidiaries (note 28)

Others

7. FINANCE COSTS

Interests on:
Bank and other borrowings
Loans from a related company

Less: capitalised in properties under development
for sale

Borrowing costs capitalised during the current year arose
on the specific borrowings with rates ranged from 4% to

7.43% (2016: 4%) per annum.

6. HttmEkER

B2 DA
(Hiat14)

BATFEFABREZ
SRVEERD

P 5 (518 a5 58

FLIEYR FUM S S AR

HEWE - BB KRR B2 W
HE - E DRz s
HEMB AR 2 EE(A228)
Hitb

7. BERR

THBBEZFE
RITREMEE
TE—HREERARZER

B R ERRTYE
BEANE
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TE—HEEFEFR

2017 2016
—E—+F —E-XREF
HK$°000 HK$°000
FET FER
12,380 1,399
(13,995) (23,417)
(2,875) 2,390
(671) (387)

25 -

- 8,367
- (13,128)

454 -
(4,682) (24,776)
2017 2016
—E—+tF —E-REF
HK$°000 HK$°000
FHET FERT
102,379 19,753
8,082 11,381
110,461 31,134
(99,487) (11,381)
10,974 19,753

e

gE °

RAFEERNMEZ EERATIRBFNENF4RE7.432
(ZF—RF - 4E) 24
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PROFIT (LOSS) BEFORE TAXATION

Profit (loss) before taxation has been arrived at
after charging:

Total staff costs:

Directors’ emoluments (note 10(a))
Other staff:

Salaries and other benefits

Retirement benefit scheme contributions

Total employee benefit expenses
Less: capitalised in properties under development
for sale

Auditor’s remuneration
— audit services
- non-audit services
Depreciation of property, plant and equipment
Operating lease payments
Profit (loss) before taxation has been arrived
at after crediting:
Interest income
Gross rental income from investment properties
Less: direct operating expenses incurred for:
— investment properties generated rental income
— investment properties that did not generate rental
income

8.  BRBLADER (FR)

BRILADE A (B518) B HIRR
=

B TRAHER
E=HM(HaL10(a))
Hi8T :

Hre LEAMET
RIREFIFT IR

BRERNMA &R
B R ERRPYE
C¥N(d

22 GIE=g ]
—ZBR
— IR ERTE
M BERREBITE
KEBENR
RSN (B1R) 2Rt A
TIIEIA

F2MA
REYMFESWALRE
W TEEZBEREERX
—REAMSWAZRENE
- RABELHSWAZ
REWE

2017 2016
—g—tF  ZB-AE
HKS$’000 HKS$’000
T FHT
1,807 1,781
36,089 19,201
1,086 1,118
38,982 22,100
(3,051) (487)
35,931 21,613
1,650 1,810

- 40

1,067 1,002
1,850 1,371
4,617 334
34,342 53,826
(7,516) (12,317)
(391) (326)
(7,907) (12,643)
26,435 41,183
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9. INCOME TAX EXPENSES 9. FriSBiB X
2017 2016
—Z2—+tF ZE-XRF
HK$°000 HK$°000
FHET THET
Income tax expenses comprises: FiSRF s 845 -
Current tax REATIA
— Hong Kong —&E - -
—The PRC —r 71,948 -
— Overseas —goN 617 5,437
72,565 5,437
Under (over) provision in prior years BEFERETRGRERRB)
— Hong Kong —B8 - -
- Overseas =g 91 (498)
91 (498)
PRC land appreciation tax A 4 IR E D 51,275 -
Deferred taxation (note 27) BRI (K1 7#27) (1,279) (325)
122,652 4,614
Hong Kong Profits Tax is calculated at 16.5% on the REFE 2 BAEMEB TR ERTORT 2 16.5%5H °
estimated assessable profits for the year.
PRC Enterprise Income Tax is calculated at the H B (b ZE PR AS B HR N F B AR B 6 M1 2 25 % s FR PR S B K
applicable income tax rate of 25% on the assessable HE -
profits for the year.
No provision for Hong Kong Profits Tax has been made HRAREBENMIEFENSERNEBEERRDUARN
in the consolidated financial statements as the Group had SR A B TS IR A BN S TR RS -

no assessable profits generated in Hong Kong for both
years.
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INCOME TAX EXPENSES (continued)

The subsidiaries in the USA are generally subject to
Federal Income Tax Rate of a maximum of 35% and
State Income Tax ranging from 3% to 8.25% (2016:
4% to 9.99%) on the taxable income. Certain of these
subsidiaries retained with undistributed income are also
entitled to an additional personal holding company
tax at 20% on the taxable income. Certain subsidiaries
are limited liability companies which are by default
disregarded entities (i.e. viewed as divisions of the
holding company) and would be taxed part of their
holding company for federal tax purposes.

On 22 December 2017, president of USA signed into
law the tax legislation commonly known as the Tax
Cuts and Jobs Act (the “Act”). The effects of new
legislation are recognised upon enactment, which (for
federal legislation) is the date the president signs a bill
into law. Accordingly, recognition of the tax effects of
the Act is required in the interim and annual periods that
include 22 December 2017. The Act reduces the Federal
Income Tax to 21%, effective 1 January 2018, for all
corporations.

PRC land appreciation tax is levied at progressive rates
ranging from 30% to 60% on the appreciation of land
value, being the proceeds of sales of properties less
deductible expenditures including cost of land use rights
and all property development expenditures.

FRiSBiR ()

REBRZHBARBEERERHBALRZS35% 2 5
HITERMEENT3%E8.25%(ZT—NF : 4% %
9.99%) 2 MATBHIZAHIE - BBADRBAZBETZE
B B8 A B) NS BLIE R AR U 2. 20 % ST A8 A AR 2 BFT A1
e ZTHBRRBARAR  AFTHAAEE(AIRAE
ERARZHE) - BB BHm S BEERA R — D
HERIE o

RIZB—tF+-A-+ -8 XRERESTHRDE
FERORRERFERIZLER]) - FDENFERRM
(REFHEME - RERRBEARKAERNE B)RE
R Bt FRETHNFERAR(BE-_FT—LF+-H
T ZR)BERRERNRETE - RERSMA LR
HETEHBERE21%  FHARR/—F—\F—A—H -

A - IR E R T iR T (E AR IR EEE30% 260 % M) R
KPR - HEBAEEMENSIUERK T bERESA
K ATE YR REAY SRR AHRE -
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9.  INCOME TAX EXPENSES (continued) 9. e B (&)
Income tax expenses for the year is reconciled to FRMSHHA X RS B a kM2 E W ER R RER DR
the profit (loss) before taxation per the consolidated wA (SR EERIT ¢
statement of profit or loss and other comprehensive
income as follows:
2017 2016
—E—+tF —E-XREF
HK$°000 HK$°000
FHET FHERT
Profit (loss) before taxation BRAT AR A (B 1) 274,967 (51,971)
Tax at the domestic income tax rate of 25% RIS BRI E25%
(2016: 16.5%)(note) (ZE—XRF 1 16.5% )18
I (HfaE) 68,742 (8,575)
Effect of different tax rates on operations in EHAM A AR EER X
other jurisdictions TRz % 300 3,183
Tax effect of expenses not deductible for GRS s
tax purpose MR 8,543 10,368
Tax effect of income not taxable for tax purpose BEZRFRIMA 7 B2 (8,803) (16,204)
PRC land appreciation tax rh B I E R 51,275 -
Tax effect of PRC land appreciation tax AR IR E R 2 BRI 2 (12,819) -
Tax effect of deductible temporary differences AR A IR SR E5E 2
not recognised MR (1,045) (81)
Effect of tax exemption and tax rebate granted B A R ER SRR &
to subsidiaries in Singapore BBz - (153)
Tax effect of tax losses not recognised RERZBIEBB 2B 2 20,754 16,675
Utilisation of tax losses previously not recognised 81 KR 2 BiIBE 1B (4,386) (101)
Under (over) provision in prior years BEFERETRGBERE) 91 (498)
Income tax expenses for the year FAMEHRX 122,652 4,614
Note: The domestic tax rate was changed to 25% during the year Biat - AR R E AR ERER D AT AR TR B AL BRI 25 % b
ended 31 December 2017 as majority of the assessable EEHREZMBRARMNEBEZ _E—tF+-A=+—H
profits of the Group were derived from subsidiaries situated IFFEEE RB25% ©
in the PRC which applied 25% as Enterprise Income Tax
rate.
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10. DIRECTORS’ AND CHIEF EXECUTIVE’S 10. EERFETBRAEBFHMUREZERSHFAL
EMOLUMENTS AND FIVE HIGHEST PAID

EMPLOYEES

(a)  Directors’ emoluments (a) EEEFH
Directors’ and chief executive’s remuneration AEEEERFETBASFHMEEER EHRA
for the year, disclosed pursuant to the applicable NEBEENAUEOIBEENT

Listing Rules and the Hong Kong Companies
Ordinance, is as follows:

2017
—B—tF
Retirement
Salaries benefit
and other scheme
Fees benefits contributions Total
FeR BRIRER
Name of directors e He Htn@dl S84 wetr
Note HK$°000 HK$°000 HK$°000 HK$°000
My TEx TER FTEx TEx
Executive directors HITEFE
Mr. Zhang Jingguo SRAE 5L 4 - - - -
Mr. Zhang Guogiang SR Bl58 5T 4 - 874 88 962
Mr. Eric Jackson Chang SRHES A (a) - 120 5 125
Non-executive director HHITEE
Ms. Huang Yanping Huang Yanping & & - - - -
Independent non-executive directors B U HHTEE
Mr. Liu Da 2lETE 240 - - 240
Dr. Liu Qiao 2IEEL 240 - - 240
Mr. Ma Yuntao HEWESE 240 - - 240
720 994 93 1,807

142



Notes to the Consolidated Financial Statements

For the Year Ended 31 December 2017

e MR

BE-FT—LF A=+ AL

10. DIRECTORS’ AND CHIEF EXECUTIVE’S
EMOLUMENTS AND FIVE HIGHEST PAID
EMPLOYEES (continued)

(@)  Directors’ emoluments (continued)

Name of directors EEpe

Executive directors HITEF

Mr. Zhang Jingguo SRAE 5L 4

Mr. Zhang Guogiang KBl ST A

Mr. Eric Jackson Chang SRitESEAE

Non-executive director HHTEF

Ms. Huang Yanping Huang Yanping & &

Independent non-executive BUHHITEE
directors

Mr. Liu Da BEL A

Dr. Liu Qiao ElliEn

Mr. Ma Yuntao BEREE

Note: (a) Resigned on 1 April 2017

Annual Report 2017
ZE—LEFR

ESERFETRARHHURIEREHFAL(H)

(a)

Note
MEE

EEHH (&)
2016
ZE-RE
Retirement
Salaries benefit
and other scheme
Fees benefits contributions Total
R BHKER
ik HinigF  srEIzH® st
HK$’000 HK$’000 HK$’000 HK$’000
FEx FER FEx FERx
- 452 91 543
- 500 18 518
240 - - 240
240 - - 240
240 - - 240
720 952 109 1,781
Kiat : (a) RZZT—tFMNA—HEHTE
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10.

144

DIRECTORS’ AND CHIEF EXECUTIVE’S 10. EERIFETHAEFMURAZRRSEHEAL(E)
EMOLUMENTS AND FIVE HIGHEST PAID
EMPLOYEES (continued)
(a)  Directors’ emoluments (continued) (a) EEHFH (&)
Mr. Zhang Jingguo is also the chief executive of SRANE e A TR R BIITIRAREL - DIPTIREE R 2
the Company and his emoluments disclosed above FNEERIEREEITHABFTREZ R -
include those for services rendered by him as the
chief executive.
The executive Directors” emoluments shown above FXATRAITEREZ HHAREREERR A LA
were for their services in connection with the REEBAREZ R -
management of the affairs of the Company and
the Group.
The non-executive director’s emolument shown EXFRTRERMITE R ZHMERREERA QAR
above was mainly for her services as the director HMB AR EEMMRH R
of the Company or its subsidiaries.
The independent non-executive directors’ EXRTRENIFNITERE L HMARREIEREN R
emoluments shown above were for their services as EERME R -
the directors of the Company.
There was no arrangement under which a director AEEHREFHFETRASRULBRRKFAZH
or the chief executive waived or agreed to waive RATIAIE Y L HE -
any remuneration during the year.
(b)  Employees’ emoluments (b) BEIFHH
Of the five individuals with the highest AEBREGRSFATHMNP  TERFZXNMES
emoluments in the Group, none of them are ERARRER - AR(ZZE—RF - AR)ALZ
directors of the Company for both years. The BT
emoluments of five (2016: the five) individuals
were as follows:
2017 2016
—EB—tF —B-KF
HK$°000 HK$’000
FET TERT
Salaries and other benefits e MEMET] 7,759 7,911
Contributions to retirement benefit scheme — RKEF|5TEI ~ 5k - 18
7,759 7,929
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10. DIRECTORS’ AND CHIEF EXECUTIVE’S 10. EERFETHRAEFMURAZRSHFAL(E)
EMOLUMENTS AND FIVE HIGHEST PAID
EMPLOYEES (continued)

(b)  Employees’ emoluments (continued) (b) EIFHHE)
Their emoluments were within the following BE2MEN T THIHER -
brands:
Number of employees
BT A
2017 2016
—E2—+tF —E-RE
HK$'000 HK$°000
FHET THERT
HK$1,000,001 to HK$1,500,000 1,000,001 7C% 1,500,000/ 7T 3 2
HK$1,500,001 to HK$2,000,000 1,500,001 722,000,000/ 7T 2 3
5 S
There was no emolument paid to the directors of MEFERERNARREZEERAGRSHTATIN
the Company and the five highest paid individuals M - ERREI L EE SRS EERESE -

as an inducement to accept office as director or as
compensation for loss of office for both years.

11. DIVIDENDS 11. BKE
The directors of the Company do not recommend the KRARENEZERFRIRMNEE -

payment of a dividend in respect of the year.
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12.  EARNINGS (LOSS) PER SHARE 12. SREF(EER)
The calculation of the basic earnings (loss) per share NARER ANEETRERZFI(EER) R TERNE

attributable to the owners of the Company is based on
the following information:

2017 2016
—E—+tfF —E-REF
HKS$°000 HK$°000
FHET FHERT
Profit (loss) R F(E518)
Profit (loss) for the purpose of basic earnings STESREARZN(BE)Z
(loss) per share A (B 8) 152,456 (56,702)
2017 2016
—E—+tF —E-RF
000 000
TR TR
Number of shares RHEE
Weighted average number of ordinary shares for STEEREAAN(EE)Z
the purpose of basic earnings (loss) per share TR IIRE S B 6,176,820 5,850,836
No diluted earnings (loss) per share for both 2017 and HR - —+FR_E-R"EMEFETRELDHITE
2016 were presented as there were no potential ordinary Bk - HEZREFEREZGREERN (ER) -

shares in issue for both years.
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13.  PROPERTY, PLANT AND EQUIPMENT

COST

At 1 April 2016
Additions

Exchange realignment

At 31 December 2016
Additions

Disposal
Exchange realignment

At 31 December 2017

DEPRECIATION

At 1 April 2016
Charge for the year
Exchange realignment

At 31 December 2016

Charge for the year
Disposal
Exchange realignment

At 31 December 2017

CARRYING VALUES
At 31 December 2017

At 31 December 2016

ik
RZZE—R"FNA—H
FERAX

0 53 B

RZZ—RF
TZA=1+—R

FARX

HE

B 3 AR

N S = e £

fREE

—T—+tF+=-A=+—H

“E-RET-A=t—H

TE—HEEFEFR
13. 9% BERRE
Furniture,
fixtures,
Land computer
and Leasehold equipment and
building Hotel  improvement motor vehicles Total
B KB
THREF BE  HEVEEE EERERAE st
HK$°000 HK$°000 HK$°000 HK$°000 HK$°000
TER TER THT THT TR
13,878 8,185 2,149 4,427 28,639
- - - 207 207
- 236 (15) (33) 188
13,878 8,421 2,134 4,601 29,034
- - 244 3,546 3,790
- - - (546) (546)
- 389 94 348 831
13,878 8,810 2,472 7,949 33,109
1,903 1,032 1,617 2,890 7,442
311 107 165 419 1,002
- 23 (19) (39) (35)
2214 1,162 1,763 3,270 8,409
311 104 133 519 1,067
- - - (503) (503)
- 53 86 187 326
2,525 1,319 1,982 3,473 9,299
11,353 7,491 490 4,476 23,810
11,664 7,259 371 1,331 20,625
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13.

148

PROPERTY, PLANT AND EQUIPMENT (continued)

The carrying values of land and building and hotel held
by the Group are analysed as follows:

M BERRE(HE)

REBFAF LU - BFRBE ZBREESIFTNT

2017 2016

—E—+tF —E-XREF

HKS$°000 HK$°000

FHET FTHERT

Leasehold land and building in Hong Kong REBZHEE L RET 11,353 11,664
Freehold land and building in Japan R AARZKAZERE T 2T 7,491 7,259
18,844 18,923

At 31 December 2017, certain of the Group’s leasehold
land and buildings with an aggregate carrying value of
approximately HK$11,353,000 (2016: HK$11,664,000)
has been pledged to secure the Group’s borrowings (notes
23 and 32).

The above items of property, plant and equipment,
except for freehold land, are depreciated at the following
rates per annum:

Land and buildings and ~ Over the shorter of the term
hotels of lease, or 2% on straight

line method

Over the term of the lease or
6.67% —20% on straight
line method, whichever is
the shorter

Leaschold improvement

20% —25% on straight line
method

Furniture, fixtures,
computer equipment
and motor vehicles

R-ZEBE—+tF+_A=+—H A£BEEEEALY
11,353,000 7L ( = Z — /X : 11,664,000/870) 2 & T
B RMEFEERMURGASERE 2 EBE(FE23K%32)

R - B R R EER kAR RIN) BA T
EIFE

THREFIARBE RHMRIRERE 2% (AR
RERE)
HEWERE R RIREREL26.67%—

20% (AEE & B %)

WAL RE - BRRE
RiTE

20%-25% * HHERE
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14. INVESTMENT PROPERTIES BEYE
2017 2016
—E—tHF —E-RE
HK$000 HK$'000
FHExT FHET
FAIR VALUE NEE
At the beginning of the year REL]) 582,448 1,085,984
Additions NE 214,849 294,428
Disposals HE (45,022) (752,238)
Transfer to investment properties classified as (LR BEEREZ
held for sale (note 20) WEMEHF20) (2,833) (42,187)
Increase in fair value NFEEE 12,380 1,050
Exchange realignments FE W, g% 33,642 (4,589)
At the end of the year RER 795,464 582,448

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 investment properties with an aggregate fair value of
HK$678,552,000 (2016: HK$461,439,000) are under
charge to secure the Group’s borrowings (notes 23 and
32).

The fair values of the investment properties situated in
Japan, Hong Kong, Singapore and the USA as at 31
December 2017 and 31 December 2016 are based on
the valuations carried out by APAC Asset Valuation and
Consulting Limited (“APAC”). APAC is the member of
the Hong Kong Institute of Surveyors and Valuers and
independent qualified professional valuer not connected
with the Group.

REBMANEEHERAUARBRESHIEERTHEZY
EREERATEENE X0 BRREMENE -

NVEEF£678,552,0008 T (ZF— 715 : 461,439,000/
L) Z AR EEAURG AR EER (M523 5%32) °

URBR - FE IR REBRZREMER_Z—+F
T A=+ —BRZZE—RET+_A=t+—BZRVED
ERDARBENEREMAERAR([ZX])ETHERE
7E ° H AHong Kong Institute of Surveyors and Valuers&
S HEAREEW T 2B S EREELERD -
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14.

150

INVESTMENT PROPERTIES (continued)

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

The fair values of the investment properties are derived
from the capitalisation of net income method with due
allowance for the reversionary income.

All of the fair value measurements of the Group’s
investment properties were categorised into Level 3 of the
fair value hierarchy. There were no transfers in or out of
Level 3 during the year.

At the end of the reporting period, management of the
Group works with valuers to establish and determine the
appropriate valuation techniques and inputs for Level
3 fair value measurements. Where there is a material
change in the fair value of the assets, the causes of the
fluctuations will be reported to the directors of the
Company.

14.

BREWEH)

HEIREMELTER  REVESFAEKEMRERA
B R

BREMEFRXFEEBRAFEENMOERL  ARERKRA
TEHEE R -

REBRENEMERFEFERBAFT=ZRARFEEL
FEEUEBFLBASRBEE=RATERRZER -

REEHREER  AREERELGEMAE  RAFE=
RAFEFERIMREEE 2 AERM REABIE -
BEZATFHEEEARY  HEBRAKAARRESZR

=2
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14. INVESTMENT PROPERTIES (continued)

The major inputs used in the fair value measurement
of the Group’s significant investment properties as at
31 December 2017 and 31 December 2016 are set out
below:

Investment properties held by

the Group in the consolidated ~ Fairvalue ~ Valuation technique(s) and
statement of financial position ~ hierarchy ~ key input(s)
GRUBRARPAEEIE HEHTREE
REME NTEER BAHE
Investment properties - Level 3 Income Capitalisation
offices located in Hong Approach
Kong with a carrying value
of HK$101,000,000 (2016: The key inputs are:
HK$85,000,000)
(1) Capitalisation rate; and
(2) Monthly market rent.
RENEFNERRAE E LN VNI
101,000,000 70( ZF—~F -
85,000,000870) ZHAE IRGARER

(1) EXEE: R

(2) BAMGES -

14.

BREWEH)

Annual Report 2017
ZE—LEFR

FEFEAREVEN T —LF+-_A=1T—HE-E
—RE+TZA=t+—BHZATEAEMAIEGHAZERSR

FIEAR -

Significant unobservable
input(s)

EXFTRERAYE

Capitalisation rate, taking
into account the capitalisation
of rental income potential,
nature of the property, and
market condition, of 2.6%
(2016: 3.1%) per annum.

Monthly market rent, taking
into account the time,
location, and individual
factors, such as frontage and
size, between the comparables
and the property, at an
average of HK$52 and
HKS$59 (2016: HK$38 and
HK$43) per square foot on
gross floor area basis.

SRASUABRLEN D
EUHEURTTRE  EAL
RABE)(%H(ZF—NE
3.1%) o

SRR BMEREME
BE - T2 RERER(E
REANE - §ATEHEE
RREEEALE AT
FARSVETESIEL(ZZ
=N D 3SETLEAIET)

Relationship of unobservable
inputs to fair value
TUBERAHE
RHAFENEE

The higher the capitalisation
rate, the lower the fair value.

The higher the monthly
market rent, the higher the
fair value.

CUNIE SIS =Rl

FRMSELHR  ATEY

o

oo}

Sensitivity
gEE

A slight increase in the
capitalisation rate used would
result in a significant decrease
in fair value, and vice versa.

A slight increase in the
monthly market rent used
would result in a significant
increase in fair value, and
vice versa.

FRAMEXHAEEHAT
EXERD + RZIA »

e AT EIENg

EYRTEABEN - RZT
%o
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14.

Investment properties held by

the Group in the consolidated ~ Fair value
statement of financial position ~ hierarchy
GRRBRARPAEEAE

RENME NTEER

Investment properties - residential Level 3
homes located in USA with a

carrying value of HK$34,505,000

(2016: HK$80,973,000)

RENENNERRER
34,505,000% (=5 —71E
80,973,0007) 2 (TEENL

£z

152

INVESTMENT PROPERTIES (continued)

Valuation technique(s) and
key input(s)
HERHTREE

HARE

Income Capitalisation
Approach

The key inputs are:
(1) Capitalisation rate; and

(2)  Monthly market rent.

BAERICE
TEGAEEA
(1) EAfEE: R

(2) BAMGHE -

14. REWEHE)

Significant unobservable
input(s)

EXFTRERAYS

Capitalisation rate, taking
into account the capitalisation
of rental income potential,
nature of the property, and
prevailing market condition,
from 12.5% to 14.5% (2016:
12.5% to 14.5%) per annum.

Monthly market rent, taking
into account the time,
location, and individual
factors, such as frontage and
size, between the comparables
and the property, at an
average of US$0.56 to
US$0.87 (2016: US$0.56 to
US$0.93) per square foot on
gross floor area basis.

SHRASBAERLES -

MERERERTRE -

BRCENTHFILS%E
14.5%(Z5—~F 1 12.5%
Z14.5%)

STRABLBMERTMEL
B - (12 REREZ (8
REANE - §ATEREE
RREERARE  THA
BEAR0.S6ETZ087ET
(ZE—7E 1 0.56%T20.93
).

Relationship of unobservable
inputs to fair value
TUBERAHE
RHAPENER

The higher the capitalisation
rate, the lower the fair value.

The higher the monthly
market rent, the higher the
fair value.

CUNIE SIS =Rl

BRTSHELHR  ATEY

o

oo}

Sensitivity
gEE

A slight increase in the
capitalisation rate used would
result in a significant decrease
in fair value, and vice versa.

A slight increase in the
monthly market rent used
would result in a significant
increase in fair value, and
vice versa.

FRAMERHAEEHAT
EXERD « RZIA -

FiRE AT EIENg
EYRFEABEN - RZT
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14. INVESTMENT PROPERTIES (continued) 14. KREWHE(E)
Investment properties held by
the Group in the consolidated ~ Fairvalue ~ Valuation technique(s) and  Significant unobservable Relationship of unobservable
statement of financial position ~ hierarchy ~ key input(s) input(s) inputs to fair value Sensitivity
GRRBRARPAEEAE HEEHREE TUBERAHE
RENME NTEER  BAHE EATTREGAYE RHAPENER HRE
Investment properties - senior ~ Level 3 Income Capitalisation Capitalisation rate, taking ~ The higher the capitalisation A slight increase in the
housing communities located Approach into account the capitalisation ~rate, the lower the fair value.  capitalisation rate used would
in USA with a carrying value of of rental income potential, result in a significant decrease
HK$217,734,000 (2016: nil) The key inputs are: nature of the property, and  The higher the monthly in fair value, and vice versa.
prevailing market condition,  market rent, the higher the
(1) Capitalisation rate; and  of 8.5% (2016: nil) per fair value. A slight increase in the
annum. monthly market rent used
(2)  Monthly market rent. would result in a significant
Monthly market rent, taking increase in fair value, and
into account the time, vice versa.
location, and individual
factors, such as frontage and
size, between the comparables
and the property, at an
average of US$20 to US$29.6
(2016 nil) per square foot on
gross floor area basis.
RENEARNZERRE F= LN VN5 SRESUAEREN W ARENE ATEME. FRARCENAEEHAT
27,734,008 (=575 : REENRERNTRAL & EXERD » R2IA -
B RELRERE IZRARER: MLEREESSH(ZE—x BATSHEGHR  ATEH
FoE)- e iisyehiboriika Srechit
(1) EXLE:R BYRAFEAEEM - k27T
SRAELBNEEINE L Re
(2) BAMGHE - K - LERENRZ(ME

REANE - §ATEREE
FREREAEE TAE
FHRWNFETEVCET(Z
T—NEFE)o
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14. INVESTMENT PROPERTIES (continued) 14. REWEE)

Investment properties held by

the Group in the consolidated ~ Fairvalue ~ Valuation technique(s) and  Significant unobservable Relationship of unobservable
statement of financial position ~ hierarchy ~ key input(s) input(s) inputs to fair value Sensitivity
GRRBRARPAEEAE HEEHREE TUBERAHE
RENME NTEER  BAHE EATTREGAYE RHAPENER HRE
Investment properties - Level 3 Income Capitalisation Capitalisation rate, taking ~ The higher the capitalisation A slight increase in the
commercial and residential Approach into account the capitalisation ~rate, the lower the fair value.  capitalisation rate used would
units located in Singapore of rental income potential, result in a significant decrease
with a carrying value of The key inputs are: nature of the property,and  The higher the monthly in fair value, and vice versa.
HK$359,818,000 (2016: prevailing market condition, market rent, the higher the
HK$335,929,000) (1) Capitalisation rate; and ~ of range from 3.2% to 3.6%  fair value. A slight increase in the
(2016: 3.1% t0 3.5%) per monthly market rent used
(2) Monthly market rent. ~ annum. would result in a significant
increase in fair value, and
Monthly market rent, taking Vice versa.
into account the time,

location, and individual
factors, such as frontage and
size, between the comparables
and the property, at an
average of SGD3.7 to SGD9
(2016: SGD3.5 to SGDY) per
square foot on gross floor

area basis.
RENZF—MRAMERRE F= WABRIE SRESWABRAEN N ERMEER  ATERE. FRENMCEHALERAT
359,818,000BTC( =%~/ - FEENREATAL X EXERD « R2IA »
335,929,00070) 2 TEEAGER: CENTEEIL%E3.6%(= BAMSHLHE  ATFEY
BRRETEN T-RF31%E35%)  &e RS AR e Ne
(1) EXLE:R BYRTEAEEN R27T
SRAELBNEEINE L R
(2) BATGHE - R - B RIERIEE (105
MEANE GATSHES
RREEBREE  THAE
TRR3TH IR TEIR I
TZE—RF 38T
E9HIETT) °
There has been no change from the valuation technique FrAEERME E—FEER -

used in the prior year.
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15.

PLEDGED DEPOSITS/RESTRICTED BANK
BALANCES AND BANK BALANCES AND CASH

Restricted bank balances are required, in accordance with
relevant documents issued by the PRC State-Owned Land
and Resource Bureau, that certain amount of presale
proceeds of properties be placed as guarantee deposits
in designated bank accounts for the constructions of the
respective properties. The deposits can only be used for
payments for construction costs of the relevant properties
when approval from PRC State-Owned Land and
Resource Bureau is obtained. Such guarantee deposits
will only be released after the completion certificates
have been obtained or upon the issuance of the property
ownership certificates, whichever is earlier.

Pledged deposits represent bank deposits of
HK$35,104,000 (2016: HK$12,794,000) and deposits
held with financial institutions of HK$84,070,000 (2016:
HKS$ Nil) pledged to banks and financial institutions
to secure the facilities granted to the Group and also
the mortgage loan facilities granted by certain banks to
certain property buyers of the Group’s properties. The
pledged deposits will be released upon the settlement
of relevant borrowings and the expiry of the mortgage
guarantees provided to the property buyers. Bank
deposits and deposits held with financial institutions
amounting to HK$63,379,000 (2016: HK$4,148,000)
have been pledged to secure the Group’s non-current
bank borrowings and are therefore classified as non-
current assets.

Restricted bank balances and bank balances carry interest
at market rates which range from 0.01% to 0.35% (2016:
0.01% to 0.35%) per annum. Pledged deposits carry
interest at fixed rates which range from 0.03% to 0.35%
(2016: 0.03% to 0.35%) per annum.

15.

BHEFRS ZRHBTESRURBITESRRRS

ZRBIRITAEBERBERERN L ERRBEMZ AR
E o BOEBEERSRAZET2RFAEERITEAE
RERMERETIRZARFSZHE - KPEBRLERBD
AR FEARESHT AR ERYE I BZERA -
BRRESNENT T ERRKB L MEMEEER (AR
BERE) - TTRIHERR -

ERFRSECERTFTRTRSBMEBEZRITER
35,104,000/ (= F —754F © 12,794,000/ 70 ) K & gk
RIS 173084,070,00078 0 (Z T — /" F « TL) @ L
BEFAEEZRERETHROIBRTFAEEYEZETY
¥BERIRIBENEE - ERMIRSERBREEEEERER
MR TP ER 2 RBEREHEMER - RITEHRES
R AT HE17 3063,379,00078 7T ( ZF — 754 4,148,000
ETL) BRI - LUESASEIERNHRRITER - Ak DEA
IERENEE ©

SRR FIRITAEB R IBITAEB IS FERNEN F0.0120.35F
(ZZE—7F 1 0.01£035%) - EEFIERESETETFFEN
TF0.0320.35E(=ZF—7"F : 0.03£0.35F) °
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16.

17.

156

PROPERTIES UNDER DEVELOPMENT FOR SALE/
PROPERTIES HELD FOR SALE

Properties under development for sale are all
situated in the PRC and HK$14,455,301,000 (2016:
HK$1,147,114,000) are expected to be realised after
twelve months from the end of the reporting period.

Properties held for sale are all situated in the PRC. All
the properties held for sale are stated at the lower of cost
or net realisable value.

The Group carried out assessment on net realisable value
at the end of the reporting period and compared to the
cost and no write down to the net realisable value of
properties under development for sale and properties
held for sale for both years.

DEPOSITS PAID FOR LAND ACQUISITIONS

The amount represented deposits paid for land
acquisitions arising from the acquisition of land use
rights in the PRC. These deposits will be converted
into properties under development for sales upon
completion of the land acquisition process and fully
refunable if the acquisition is not successful. Deposits
paid amounting to approximately HK$2,030,291,000
(2016: HK$997,124,000) were completed their handover
processes and approximately HK$1,504,853,000 (2016:
nil) were refunded subsequent to the end of reporting
period.

16.

17.

BEBRTUE BEHEZWE

FEERPYERIBMAPERZ14,455,301,0008 (=
—7NEF 1 1,147,114,00078 70 ) FTEERE RS B & E H e
+EABER -

FIEREZMELEBUNTE - HIEHE 2 MEZBRK
AR AT EIFEMNEEE AR

RNRE ARG E A E R 23R FEE T AL SR AT
L& - AEEWEMORREFEFEERTOERIZEL
EZMEZ B FE -

BN RERE

AR PERE I EREmES 2B Uk E
Be ZEROBRIHMBBREFEREERATESR
BRI - MU AR - BIZEEURE - RRE R
HEH%  DEE42,030,291,0008 7T ( —F— N 4F ¢
997,124,000/ 7T) B ek B 2127  M4I1,504,853,000748
TL(ZZE—RF - 8)RIERE -



Annual Report 2017

—E—tEER
Notes to the Consolidated Financial Statements
For the Year Ended 31 December 2017
SAN =
REMBHmRME
HE-Z—tF+_A=1+—HILEFE
18. ACCOUNTS RECEIVABLE, DEPOSITS AND EWER - B RFBEFFIE
PREPAYMENTS
2017 2016
—E—+tF —E-XREF
HKS$°000 HK$°000
FHET FTHERT
Accounts receivable: FEUARTX -
— Sales of properties —EHE 69,273 -
— Others —Hh 13,214 10,124
Prepaid business, value-added and other taxes TEFE R - BEN REMTIE 124,869 37,449
Other receivables, deposits and prepayments HinpgElzoa -« 24 RIER R 32,054 6,872
239,410 54,445
Amounts due from investees JEYHR & HRFIE 6,346 9,298
Impairment on amounts due from an investee e — 2R EHRFIARE (6,346) (6,346)
- 2,952
239,410 57,397

Accounts receivable represent receivables from sales
of properties, property management fee receivables,
dividend receivables, rental receivables and hotel room
revenue receivables.

Receivable arising from sales of properties are due for
settlement in accordance with the terms of the related
sale and purchases agreements.

The settlement terms of rental receivables and property
management fee receivables are upon presentation of
demand notes.

RUBRKIEMEIHE - MEERE  BE  HENEERE
I A JE M IR

Y5 8 & IR SR T IRIBAR R B B ik < (RS B

i

o

EUHES REKNEEREZ GEERB L REBANE

e
FraEE o
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18.

19.

158

ACCOUNTS RECEIVABLE, DEPOSITS AND 18. MEWERX - REeRANRE EFELHE)
PREPAYMENTS (continued)
Hotel room revenue is normally settled by cash or credit BEEEWA—RBAIBe sz AREE
card.
All accounts receivables were aged less than 3 months. 2HEBERFIRER D DR =EA -
Accounts receivable that were neither past due nor A8 BR TR AR R E 2 FEU R 5104 Fo K 3B 9 3 HA I 48 # /) 20 8%
impaired related to a wide range of customers for ZEP o BEEERRE 2 EBIARF69,273,000/8T(=F
whom there was no recent history of default. Accounts —RF E)RFEREPTIRUEA -
receivable of HK$69,273,000 (2016: Nil) past due but
not impaired were overdue less than 1 month at the end
of year.
As at 31 December 2017, amounts due from investees RZE—tF+-A=+—0 BURIEEHSZHED 2
were fully impaired. IE
FINANCIAL ASSETS AT FAIR VALUE THROUGH 19. ®ZAFEHABRZCEREE
PROFIT OR LOSS
2017 2016
—E—+tF —E-REF
HK$000 HK$000
FHET THET
Equity securities listed in Hong Kong NEE T2 IRAE S 64 50
Equity securities listed outside Hong Kong REBRIN T2 BRARES 8,267 7,167
8,331 7,217
REIT securities listed outside Hong Kong REBBIN A2 BHEREES
#HH 166,911 180,186
175,242 187,403
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20. INVESTMENT PROPERTIES CLASSIFIED AS HELD 20. SEABEHEZREWE
FOR SALE
In 2017, the Group has entered into agreements with RZZB—tF  AEEEWRBIE =] LiHE - AR
independent third parties for the disposals of certain e (E%2,833,0008 7T (ZZF—/XF : 42,187,000 7T ) HH
investment properties located in the USA for an aggregate EETURERZEEYE - ARRESFTERBEZS
cash consideration of approximately HK$2,833,000 HEBRaBBNBIMELRESK HIELHEHF KB BEE
(2016: HK$42,187,000). The directors of the Company REZIFAEZRF I 2 FHELERE - At - R=F
assessed and concluded that the held-for-sale criteria —tFFTA=+—0 ZEEIHREVERS RS
set out in HKFRS 5 Non-Current Assets Held for Sale HMARBENEZREYE - PHEABIELHEZIREMEZ
and Discontinued Operations for these disposals are NP EDNZEEGNHEEENET - MEFEZHER T
met. Therefore, these contracted investment properties B - WERIRE RS E B &2 BUEVRIE -
are classified as investment properties classified as
held for sale as at 31 December 2017. The fair value
of investment properties classified as held for sale is
determined with reference to their contracted selling
price. The disposals of both years have been completed
and consideration was received in full subsequent to the
end of the reporting period.
21. ACCOUNTS PAYABLE, DEPOSITS RECEIVED AND 21. ENERR  BEWEReRESER
ACCRUALS
2017 2016
—E—+tF —E-REF
HK$°000 HK$°000
FHET THET
Accounts payable FERTBRSR 252 206
Accrued construction costs (1ote) FERTIEEEN AR (B752) 2,120,891 155,099
Rental deposits HEZs 1,307 2,582
Retention deposits and payable RE & RENFIA 13,276 3,181
Real estate and other taxes payable ENEER R EAmIE 22,205 1,820
Other payables and accruals o fE AT ROR K EET B A 67,632 11,694
2,225,563 174,582

The average credit period of accounts payable ranges
from 30 to 90 days (2016: 30 to 90 days). All accounts
payable were aged within one year, based on invoice
date.

Note: Included in accrued construction costs is amounts due to
a related company of HK$291,073,000 (2016: Nil) for its

construction work.

JEM RN FEEEMNFI0BEI0H(ZF—RF : 30
BZEIR) - RIFHZAH - 2HENEFRRA—FA -

Bfet - FEREEERANAI291,073,000/8 T ( —F—NE « ) AR E
BETREMEN—FHRERARZRE -
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22,

23.

160

DEPOSITS RECEIVED AND RECEIPTS IN ADVANCE 22. EBUWEREWRYMEERZES
FROM PROPERTY BUYERS
Deposits received and receipts in advance from property TEAIE M RTEWMEER 212 € £2,891,567,000/8 T (=
buyers amounting to HK$2,891,567,000 (2016: T N5 : 445,570,000 ) KRR EHREEERE T =
HK$445,570,000) are expected to be released to profit BANEA EEEEERE -
or loss more than twelve months after the end of the
reporting period.
BANK AND OTHER BORROWINGS 23. HMITRHEMEE
2017 2016
—E—+tF —E-XREF
HK$°000 HK$°000
FHET FHERT
Bank borrowings — secured RITET— B 1,322,931 166,939
Borrowings from financial institutions — secured RE & RS 2 (B3 — B IR 4,375,881 38,069
Borrowings from a financial institution — unsecured 2R 5 — & B HE 2 5 5% — EIK 3,603,000 -
9,301,812 205,008
Less: upfront fee DS CENE = (17,337) (83)
9,284,475 204,925
Analysis for reporting purpose as RERBOINA
Current liabilities mENEE 4,637,626 157,550
Non-current liabilities ERBBE 4,646,849 47,375
9,284,475 204,925
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23. BANK AND OTHER BORROWINGS (continued) 23. RITRHMEBEE)
2017 2016
—E—+tF —E-REF
HK$°000 HK$°000
FHET THET
The borrowings repayable based on scheduled REFRBERTETERE S
repayment dates set out in the loan agreements BEZEZWT :
are as follows:
Within one year —F LR 4,633,399 149,759
More than one year but not exceeding two years —%fF A H{E T HBBMF 4,498,049 8,229
More than two years but not exceeding five MEFLA L ETBBRSF
years 127,603 18,770
More than five years RFLE 25,424 28,167
9,284,475 204,925
The carrying amounts of the bank borrowings include an RITEXRER@MERE4227,0008 T (=T —XF
amount of HK$4,227,000 (2016: HK$7,791,000) which 7,791,000/ 7T) - RIFEFEFERBEAR —FREE - #
is not repayable within one year based on scheduled HAREFARISEEREE B BIEREaE -

repayment dates but has been shown under current
liabilities as the counterparties have discretionary rights
to demand immediate repayment.
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23. BANK AND OTHER BORROWINGS (continued) 23. RITRHMEBEE)
The range of effective interest rates of the bank and other TREMEEER i ﬂ NTF2.04=743E(ZF—N
borrowings is 2.04% to 7.43% (2016: 1.85% to 3.40%) ¢ C1.8523.402) o SRITRAMBENSBEEETIE RIZ
per annum. The bank and other borrowings denominated BTSSR S ﬁ*ﬁ LUK

in various currencies and carrying interest at prevailing
market rates are analysed below.

Currencies Interest rates 2017 2016
g% Fl= —E2—+tF —E-XE
HK$°000 HK$°000
FHET THERT
HK$ Hong Kong Interbank Offered Rate (“HIBOR”) plus
B 1.75% (2016: HIBOR plus 1.75%) per annum
&8 fEﬁﬂ%TﬁF g (F? RITREZESRE D) NFENKL75E
T—RF  FRRITARKEML7SE) 7,809 11,307
SGD SGD Swap Offered Rate (“SGDSOR”) plus 1.75% (2016:
T SGDSOR plus 1.75%) per annum
FNE TR B ([ TR 8 DR E1L.75SE(=ZF
—NEF B TIR BN 7SE) 46,775 42,896
SGD Singapore Interbank Offered Rate (“SIBOR”) plus 1.08%
AN TT and 1.88% (2016: SIBOR plus 0.98% and 1.88%) per
annum

FONRITRIZET B ([ FT N RITRIEIFR B ) e A=
1.08 % 1.88/E(=ZF—/F : FINHERTTRIZESREM

0.98%1.88/%) 51,661 51,897
USD London Interbank Offered Rate (“LIBOR”) plus 2.00%
ETT (2016: LIBOR plus 2.00%) per annum
RBGRITRFEFR S ([BBERTTREERE ) MERZE2.002
“ERE  mBERTTRIESSN2.00E) 62,525 60,839
USD LIBOR plus 5% (2016: LIBOR plus 4.75%) per annum
ETT REERTTRIZER BEMENESE(ZZE—RF : RBERTTMA
EFREN4.75E) 114,210 37,986
RMB 110% to 150% of the Benchmark Lending Rate of
AR the People’s Bank of China (“Benchmark Rate”) or

Benchmark Rate plus 2.68% (2016: nil) per annum
R ARIRTTEEE AR ([ EEFE]) 2 110EE

1S0EHREERN KINEFE2.68FE(—F—RF : &) 4,032,958 -

RMB Fixed rate from 4.35% to 7.43% (2016: nil) per annum
AR EEFFE43ISER7AE(ZE—RF : |) 4,968,537 -
9,284,475 204,925
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24.

25.

AMOUNTS DUE TO RELATED COMPANIES

The amounts due to related companies are unsecured,
interest-free and repayable on demand.

Ms. Huang and together with its spouse, Mr. Zhang have
the controlling interests over these related companies.

LOANS FROM A RELATED COMPANY

The Group has entered into loan agreements with
a related company, Henan Zensun Real Estate Co.,
Ltd (“Zensun™), in which Ms. Huang has controlling
interests, pursuant to which Zensun will provide
unsecured loan(s).

The loans amounting to HK$31,063,000 (2016:
HK$164,516,000) are unsecured, interest bearing at the
lower of (i) 4% per annum or (ii) such other interest rate
the Group is able to borrow in an amount equal to the
relevant loan from a bank or a financial institution at the
date of drawdown. The amounts are repayable within
one year (2016: HK$54,981,000). As at 31 December
2016, the entire amount of HK$109,535,000 was
repayable in 2018 and therefore classified under non-
current liabilities.

The remaining loans amounting to HK$3,166,857,000
(2016: HK$997,124,000) are unsecured, interest-free and
repayable on demand. Those amounts are shown under
current liabilities as Zensun has the discretionary rights
to demand immediate repayment.

In the opinion of the directors of the Company, the
carrying amounts of the loans approximate their fair
values at initial recognition.

24.

25.

S EE D RFIE

FENBIERRIIAREER - REWIRERKEE -

HuangZ T 2R AR BRELEHNZFRER R A IELRE

N9
ZS o
g

RE—HBAEQRZEN

AEEHEBEARIHENEESRAF([ER] * Huang
ZEREPEAERER)ET SR - Bt - EESR
HEEPER -

31,063,00078 70 (= ZF — 754 : 164,516,000/ 1) 2 E X
AEEE R THSRIEEE « ()FFR4EH () EHER
R ARAREEEAMBITREREEBEABHERS
BZHMAE ZEFBBER—FREE(ZZ—X~F:
54,981,000/87L) - RZZE—AF+A=+—H ' 28N
18109,535,000/8 TTAN —F— \FEE - ME DB AR
FEE-

#R T £%43,166,857,0008 7L(ZZ — /X4 : 997,124,000/
T ZERAEER - REBRIEERKEE - AR EFBENIE
RBEERAFEN - ZEFERREABIE IR

ARREERR  ZFERZREERKER LR
ZAFERE
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26. SHARE CAPITAL OF THE COMPANY 26.  FATFRAK
Number of
ordinary shares Amount
ERRHE X
HK$°000
THET
Ordinary shares with no par value: BEEZZER:
At 1 January 2016 RZZE—RNFE—H—H 5,381,419,969 557,626
Issue of shares under share subscription (note) — RERD REEZEITIAD (H17E) 795,400,000 159,080
At 31 December 2016 and 31 December 2017 W-_Z—X F+-_A=+—HK
—ZE—+F+=-A=+—H 6,176,819,969 716,706
Note: On 30 May 2016, the Company completed a subscription Mt : RZZ—AFEA=1TH AARTK—EBRERS - IZREE
transaction to issue 795,400,000 new ordinary shares at the FRERIEA%(70.20/8 7085 17795,400,000 8% 31 & 3@A% - WERFT1S 5K
subscription price of HK$0.20 per subscription share and T649159,080,000/ 7T ©
received proceeds of approximately HK$159,080,000.
All the shares issued in last year rank pari passu with EFEBTZMBEROEMB R EEEMEEITROZERR

N

. . . &= ~
other shares in issue in all respects. Figm e
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27.

DEFERRED TAXATION

The movement in deferred tax liabilities arising from

temporary differences are as follows:

At 1 January 2016
Credit to profit or loss
Exchange realignment

At 31 December 2016

Credit to profit or loss

Transfer to land appreciation
tax payables

Exchange realignment

At 31 December 2017

RZE—RFE—H—H
RIEZEEA
fE 5 %

RZZT—RF
+-F=1+—H~

REZEREA

BRERENIHISER

X AR

Annual Report 2017

ZE—LEFR
27, RIEBIR
URERELZEEHRIEAEZ #HNT
Revaluation
of properties
Accelerated Revaluation acquired
tax  of investment  under business
depreciation properties combination Total
¥¥E0mET
MEBIETE REVEER WEBWEER et
HK$°000 HK$°000 HK$°000 HK$°000
FTHET FTET TET TET
66 4,675 7,629 12,370
- (325) - (325)
- 4 (492) (488)
66 4354 7,137 11,557
- (1,279) - (1,279)
- - (2,195) (2,195)
- 28 457 485
66 3,103 5,399 8,568
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27. DEFERRED TAXATION (continued)

At 31 December 2017, the Group had unused tax losses
of HK$643,960,000 (2016: HK$597,149,000) which
are subject to agreement with respective tax authorities,
available to offset against future profits. No deferred
tax asset has been recognised in respect of the unused
tax losses due to the unpredictability of future profit
streams. Tax loss can be carried forward indefinitely,
subject to fulfilment of certain conditions or rules,
except for tax loss amounting to HK$70,885,000 (2016:
HK$27,581,000) incurred in the PRC will expire in the
following years ending 31 December:

2020
2021
2022

28.  DISPOSAL OF SUBSIDIARIES

(a)  Deemed disposal of GMR and its subsidiaries

During the year ended 31 December 2016,
GMR, a former subsidiary of the Company, has
successfully completed its share offering and
migration listing in the New York Stock Exchange.
Consequently, the Group’s equity interest in GMR
was diluted from 99.9% to 14.8%, resulting in
a loss of control in GMR. Thereafter, GMR was
ceased to be subsidiary of the Company, and
the Group classified the remaining investment
in GMR as financial assets at fair value through
profit or loss (note 19).
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—E-—F

—=—=

—= —

=

— — —

=

27.

28.

F
F
F

IESERH ()

R-E—+F+_A=Z+—8  AEEASAHEEES
643,960,000 7L ( ZZ — /X F : 597,149,000/8 1) + £
BB BHEETY 2 % TREEINARKFE - BREK
BETERI BB FIAOR - MO R B AR EE B EREL
MIBEE - B TIRHSIRAIE - BIBEIER BR AL
B R BIEL 2 THIEE1E70,885,0008 L (= F — X
F 127,581,000 L) BREZEUTFE+=-_A=1+—H1t
[ o

2017 2016
—E—+F —E-RE
HKS$’000 HK$°000
T FHET

- 10,386

342 17,195
70,543 -
70,885 27,581

HEME AT

(a) HBEHEGMREEHBA A

REE_ZT—AF+_A=1+—HBIFE A1
Z R E A RIGMRAI R ERAAFE SR ST 2
RED B MR BT - Ett - AEBPGMR 2 fEE
F199.9% #5555 14.8% » BEUREBE KL EAGMR ZIFE
B4 o b8 - GMRTBARAR ZKHEB AR - A
EEBEBRTHRGMRZIEED B BIE AT E AR
w2 eBMBEE M) -



Annual Report 2017
ZE—LEFR

Notes to the Consolidated Financial Statements

For the Year Ended 31 December 2017

e PR M

BE_Z—tF+-_A=1T—HLHFE

28. DISPOSAL OF SUBSIDIARIES (continued)

(@)

Deemed disposal of GMR and its subsidiaries
(continued)

The net assets of the GMR and its subsidiaries at
the date of the disposal were as follows:

Net assets disposed of:
Investment properties
Restricted bank balances
Prepaid expenses
Accounts receivable, deposits and prepayments
Pledged deposits
Bank balances and cash
Accounts payable, deposits received and
accrued charges
Amount due to immediate holding company
Amounts due to the group companies
Secured bank borrowings — due after one year

Deemed loss on disposal of subsidiaries:
Net assets disposed of
Fair value of retained interest
Non-controlling interests

Cumulative exchange difference in respect of the
net assets of GMR reclassified from translation

28.

S B = ()

(a) RIFHEGMRREERE 2 7] (&)

GMREEWMBRARNEEFTHARZEEFEN

—F :
HK$°000
FET
HEEETE
wEmE 729,355
ZIRFIRITEERR 148
FERFAX 16,526
FEUEERR ~ & LB FE 5,053
R 7,437
RITEBNEIRE 19,978
EREER - BliRE R
fEZtE A (14,110)
JET BB A RIFRIE (105,640)
NS EINCIEQ ] (11,543)
BIRRITER — R —F1A 35 (422,550)
224,654

BIELEHB AR ZEE :

reserve to profit or loss on loss of control of GMR

Loss of disposal of subsidiaries

Net cash outflow arising from the deemed disposal:

Bank balances and cash disposed of

During the year ended 31 December 2016, included
in the revenue and the loss of the Group for the
year were revenue of HK$23,529,000 and net loss
of HK$15,247,000 respectively attributable to
GMR and its subsidiaries.

BHEEEFE (224,654)
REEZATE 202,086
FEER b 89
MGMRz EEFERHRERBEN DA
EREGMRIZHIE 2 B EL
ZRAERER 146
HE KB AR 2 B (22,333)
BIELEEHELZ RS REFHE
EHERITEHRLER S (19,978)
REBEE_Z-—R"FTA=T—BLEFE iTA

AEEBFERZLEETIAR S HAGMR K E
BB A B FE (R 2 U22523,529,00058 7T & B 18 F &8
15,247,000 JTATER ©
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28.

29.

168

DISPOSAL OF SUBSIDIARIES (continued)

(b)  Disposal of subsidiaries

During the year ended 31 December 2016, the
Group disposed of its entire interest in certain
subsidiaries and net gain of approximately
HK$9,205,000 was recognised upon disposal.
The amount represents the reclassification of
cumulative exchange difference from translation
reserve to profit or loss.

CAPITAL RISK 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 shareholders through the
optimisation of the debt and equity balance. In view of
the Group’s expansion strategy, the Group has sourced
fundings from banks, financial institutions and its related
companies in which Ms. Huang has beneficial interests
and continued to look for other external financing
sources. The Group’s overall strategy remains unchanged
from prior period.

The capital structure of the Group consists of net debt,
which includes bank and other borrowings, amounts due
to related companies and loans from a related company
disclosed in notes 23, 24 and 25, net of bank balances
and cash, restricted bank balances and pledged deposits,
and equity attributable to owner of the Company,
comprising issued share capital and reserves.

The directors of the Company review the capital
structure on an annual basis. As part of this review, the
directors of the Company consider the cost of capital
and the risks associated with the share capital. Based on
recommendations of the directors of the Company, the
Group will balance its overall capital structure through
the payment of dividends, new share issues, raising of
new borrowings or redemption of debts.

28.

29.

S B = ()

(b) HEKBLA
REBEE-_ZE—R"E+-"A=1+—HILtFE K&
ELEERETHERAT Z 28 TRHE
BB FREL9,205,0008 T © sZ5EIE
BEEH ZEhREREE B s ENNE -

EXREMEE

AEBEREATIRERAEEERENHELE 7
B BECEREED FE ARG REA DR - ER
AREE 7 FEE KRS - AEEHIRTT - LEME Kk Huang
LI HAEDED  HERRSRESWRENEESK
HASNED R E SR » AR BB R BT HRERE T

=4

&t o

AEBEEARERFBEREFE - EERIE23 - 245K
2SWRZIBITREMER - BNBEEQRFRNKE —
BEAEARENR - BRTHESRMRE - XRHIRITER
REBRRE RARBEA ARGRE  BREETK
AR Mt o

ARRIEZBFUERHMEARE - SRAZAERH -
RRREZBREARAREREBRARE - RIEAR
REFEZ  AREHEBXNRE - BTHEND - &
SHEEXELEY - FTEHEEREARE -
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30. FINANCIAL INSTRUMENTS 30, £@IA
a. Categories of financial instruments a. EBTAZES
2017 2016
—E—tF —E-XREF
HK$°000 HK$’000
FET FERT
Financial assets SREE
Financial assets at fair value through BRATVEHABRZ
profit or loss TRUEE 175,242 187,403
Loans and receivables (including cash and BERRERZE(BERE
cash equivalents) MIRE%EEHEE) 1,236,925 289,508
Financial liabilities cRIEE
Financial liabilities at amortised cost REHEKATE B R 17,562,743 1,614,220

Financial risk management objectives and policies

Details of the Group’s financial instruments are
disclosed above and in the respective notes. The
risks associated with these financial instruments
include foreign currency risk, interest rate risk,
other price risk, credit risk and liquidity risk.

The management monitors and manages the
financial risk of the Group through internal
risk assessment which analyses exposures by
degree and magnitude of risks. The policies on
how to mitigate these risks are set out below.
The management manages and monitors these
exposures to ensure appropriate measures are
implemented on a timely and effective manner.

B¥mEEEEREE

AEEZ BT AFBER EXREMTHRE - &
ZETRTABRZARBEINERR - FEME
% HipERER - FERBRIRBDESAR -

EREEBANER 2 RE MIEE 2 A AR
HEEMNEEAEE ZHERER - ARBEZE
Bz BEREINT - EREEE L EEZER
B DARE(R KBS B BUBIREVEE 5
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30. FINANCIAL INSTRUMENTS (continued) 30.
b. Financial risk management objectives and policies
(continued)
Market risk

(i) Foreign currency risk
Certain assets and liabilities are denominated

in foreign currencies of respective group
entities, which are mainly USD, SGD and
JPY. The Group currently does not have a
foreign currency hedging policy. However,
the management monitors foreign exchange
exposure and will consider hedging
significant foreign currency exposure should
the need arise.

The carrying amounts of the foreign
currency denominated monetary assets and
monetary liabilities at the reporting date are

as follows:
Assets BE
USD ETT
SGD s T
Y g
Liabilities =1
USD ETT

170

SWMIAE)

™%

BIHEEEEEBEREKE (&)

MBI

ETEENBBENESEBEERZINETIE -
TERETT  FIKTK AR - XEBE R
WRIMNE LR LER o AT - IR E EEINE
R - WASHHEEREBEIPEAINERR

REBHMINEIIEZ EREERER R
BZiREERT

2017 2016
—B—tF  ZB-AE
HK$’000 HKS$’000
T FH
8,007 13,897
37,699 33,912
3,555 3,852
73,988 22,723
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30. FINANCIAL INSTRUMENTS (continued) 30, @MIAE)
b.  Financial risk management objectives and policies b. HBEBREZEEERKE (&)
(continued)
Market risk (continued) TS Ek (&)
(i) Poreign currency risk (continued) (i)  SMEEE(E)
Foreign currency sensitivity HNEBURE

As HKS$ is pegged to USD, no sensitivity
analysis on the fluctuation on USD against
HKS is presented.

The Group’s foreign currency risk is mainly
concentrated on fluctuation of SGD and
JPY against HKS$. The following table
details the Group’s sensitivity to a 5%
(2016: 5%) increase or decrease in SGD
and JPY against HK$.

The sensitivity analysis includes only
outstanding foreign currency denominated
monetary items and adjusts their translation
at the year end for a 5% change in SGD
and JPY. A positive number indicates an
increase in post-tax profit (2016: decrease
in post-tax loss) for the year where SGD
and JPY strengthens against the HK$. For
a 5% weakens of SGD and JPY against
HKS, there would be an equal and opposite
impact on the post-tax profit (2016: loss)
and the balance would be negative.

SGD NI
JPY =

M TTEE T - M EEDKITTE
TORE) Z BRRE AT

REEZ HNE R E B SR RN T & B
BN AT RE o TRFASEBH I INE
TR BERBILENSRDS% (ZE—R
FS%)ZHEE -

BREIMERBRRTFRINEIIEREEIR
B RERZIIE TN AEZ5%E 8RR
BE o IEERURAF E R E FROF b
TR A B AR R 2 IBE (=T — R
BREUZBIRRIG) o MO Ot & BB LB T
HE95 %0 HBRBREEN (=T —RF -
ER)ERBEARRZFE  MERIRE
2 o

Profit or loss

B
2017 2016
—B—tF  ZB-AE
HK$°000 HK$°000
FHEx FHET
1,574 1,416
148 161
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FINANCIAL INSTRUMENTS (continued)

b.

Financial risk management objectives and policies
(continued)

Market risk (continued)

(i)

(1)

Foreign currency risk (continued)

Foreign currency sensitivity (continued)

The Group’s sensitivity to foreign currency
risk has not changed significantly from the
prior year.

In management’s opinion, the sensitivity
analysis is unrepresentative of the inherent
foreign exchange risk as the year end
exposure does not reflect the exposure
during the year.

Interest rate risk
The Group’s results and operating cash

flows would be affected by the changes
of market interest rates. The Group’s
exposure to market risk for changes in
interest rates mainly arises from bank and
other borrowings and loans from a related
company. Bank and other borrowings and
loans from a related company carried at
variable rates and fixed rates expose the
Group to cash flow interest rate risk and
fair value interest rate risk respectively.

The Group has exposure to cash flow
interest rate risk through the impact of the
rate changes on bank balances and bank
and other borrowings which are carried
at variable interest rate. The Group has
exposure to fair value interest rate risk
through fixed rate bank deposits, fixed rate
RMB borrowings from banks and financial
institutions and fixed rate RMB loans from
a related company.

30.

EWMITEE)
b. HBEBREEEEREKF (&)
TS EkE (F)
(i) MR R ()
NS BURE (18)

(1i)

AEEIMERR 2 QEER F—FEIRE
KB -

RN FRERRERRFARR - RERE
R PREDITL T RREAIMNERK

R
AEEZXEREERSREAEITISH
REPFE c AEB MG XEFHER T
ZRERITREMEE KA —RABEEAR
B o EF B R R EE M E R 8RIT R
HEERRE —HEERARERERAE
B RIERBRSREN KRR kA FERER
[

BRRF BN EG R ZRITEMRERIT A
MEENEAE  MAKEEARRSRERN
KRB o ARBEREEN X B ZRITHE
AR EE M EET B Z AAREHE 2 RTT
e mEBEENRRBEENEGT B ZIAA
REHEZBERRERM AR A FERNX
R o
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30.

FINANCIAL INSTRUMENTS (continued)

b.

Financial risk management objectives and policies
(continued)

Market risk (continued)

(1)

Interest rate risk (continued)
The directors of the Company consider the

Group’s exposure of the bank deposits to
fair value interest rate risk is not significant
as interest bearing bank deposits at fixed
rate are within short maturity periods in
general.

The directors of the Company manage the
interest rate risk by maintaining a balanced
portfolio of fixed rate borrowings and
floating rate borrowings.

Interest rate sensitivity analysis

The sensitivity analyses below have been
determined based on the exposure to
interest rates risk for its variable rate
borrowings at the end of the reporting
period. The sensitivity analysis does not
consider the exposure of the bank deposits
because the impact is not significant. The
variable-rate borrowings carry interests
at Benchmark Rate, HIBOR, LIBOR,
SIBOR and SGDSOR. The analysis is
prepared assuming that the bank and other
borrowings outstanding at the end of the
reporting periods were outstanding for the
whole year. A 100 basis points increase or
decrease is used when reporting interest rate
risk internally and represent management’s
assessment of the reasonably possible
change in the interest rates.

30.

SWMIAE)

b. HEEBREZERERKEE)
TG R ()
(i) FIEER(E)

RRPEERA » BRREE N EF B Z K
BRMRTFFERLIPAERE  HAEEZ
RITEFAZ A HEMNERRRIL AEK -

ARRIEFBREFEEMNRERRFEF
KEERE 2 FE - emEEM XL -

MR GEE DT
NTEREDMIRIBERNBERBEER 2
FREENXAREE - BRFEIK &
FREDM L AT RRITHER AR - 28
EERELEMNE  FBRITEAERE B2
RITRIZEHE - F IR ERIT R RSB FF N
WILIRSET R - REZ AR ERRRE B
BEHARERRITREAMEEN —BFAD
JBARMEIE o BB I 2 [ g B S SR ENE A
SR 100MEEES - REEEHHE 2 AIEA]
REEF R 2 FF -
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30.
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FINANCIAL INSTRUMENTS (continued)

b.

Financial risk management objectives and policies
(continued)

Market risk (continued)

(1)

(ii1)

Interest rate risk (continued)
Interest rate sensitivity analysis (continued)

If interest rates had been 100 basis points
higher/lower and all other variables were
held constant, the Group’s profit after
taxation for the year would decrease/
increase by HK$2,144,000 (2016:
increase/decrease of loss after taxation by
HK$1,711,000).

In management’s opinion, the sensitivity
analysis is unrepresentative of the inherent
interest rate risk as the year end exposure
does not reflect the exposure during the
year.

Otbher price risk
The Group is exposed to equity price risk

arising from listed investments classified
as financial assets at fair value through
profit or loss. The management manages
this exposure by regular review of price
fluctuation.

30.

SWMIAE)

b. HEEBREZERERKEE)
TG R ()
(i) FIEERE(E)

(iii)

IR GRRE DT ()

R ARG 0,55 A 100 EE 2 i Fr A H i &
MRS AEETRZBREERFED R
W 1EN02,144,00008 T (ZE—NE : B
T2 18180, 8 21,711,000 7T) °

BN FRERRERRFARR - RERE
R PREDITL TR EA FERE M

B E1E /AR
AEBAZ R BRI AT EFABREZE
BMEEZ LTREBANERRR - EEEE
BEHEHERREE R RRE -
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30. FINANCIAL INSTRUMENTS (continued)

b.

Financial risk management objectives and policies
(continued)

Market risk (continued)

(ii1)

Otbher price risk (continued)

Price sensitivity

The sensitivity analyses below have been
determined based on the exposure to
price risks of financial assets at fair value
through profit or loss at the end of the
reporting period. If the market price of the
financial assets at fair value through profit
or loss had been 10% (2016: 10%) higher/
lower while all other variables were held
constant, the Group’s post-tax profit would
increase/decrease by HK$14,633,000
(2016: decrease/increase post-tax loss of
HK$15,648,000), as a result of the changes
in fair value of the financial assets at fair
value through profit or loss.

The Group’s sensitivity to listed investments
classified as financial assets at fair value
through profit or loss has not changed
significantly from the prior year.

In management’s opinion, the sensitivity
analysis is unrepresentative of the inherent
price risk as the year end exposure does not
reflect the exposure during the year.

SWMIAE)

b. HEEBEZEEFREE(E)

™SRk ()

(iii)

H B m 5 ()

(Bt
NTHBEEDITUARSHMEEERRATE
FABRZ CREEBKAZERET o
WIZAFEFABREZCHEETELA
TFE10%( —ZF—734F : 10%) A Hib g
HFHBETE  AEBBRBESHRERZEAT
Bt ANBRzeREEQFEESH ML M,
#4°14,633,0008 TT( —F—NF - BRFEE
B, 18 115,648,000/ 7T )

AEBBEDER/RATFEAABEZEHE
EZLTREZBRESBEFREN RS

BN FRERRERRFARR - RERE
R PREDITL TR EFERRER
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FINANCIAL INSTRUMENTS (continued)

b.

Financial risk management objectives and policies
(continued)

Credit risk

At the end of the reporting period, the Group’s
maximum exposure to credit risk which will
cause a financial loss to the Group in the event
of the counterparties’ failure to discharge their
obligations in relation to each class of recognised
financial assets as stated in the consolidated
statement of financial position and the amount
of contingent liabilities in relation to financial
guarantees issued by the Company as disclosed in
note 35.

The credit risk of the Group was primarily
attributable to and concentrated on bank deposits.
The directors of the Company consider the credit
risk for bank deposits is limited because the
counterparties are financial institutions with high
credit ratings.

The Group does not have any significant
concentration of credit risk. Accounts receivable
consist of a wide range of customers, spreading
across diverse industries and geographical areas.

Liquidity risk

The Group’s liquidity requirements for operation
and its compliance with lending covenants is
monitored closely by the management of the
respective companies, to ensure that it maintains
sufficient reserve of cash and adequate committed
line of funding from major financial institutions
to meet its liquidity requirements in the short and
long term.

30.

SWMIAE)
b. HEEBREZERERKEE)
FEERK

RBEHMEEER - AEEAR Z&EREERRR
R 5 $ F REEITEHRE MBI RE TR EED
R T REEAYE R3S TR N A B3 B 7%
BRZIARBERR  HNERAEEEEMHE
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AEEZEERBREZRE REPRIRITFR - A
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30.

FINANCIAL INSTRUMENTS (continued)

b.

Financial risk management objectives and policies
(continued)

Liquidity risk (continued)

The following tables detail the Group’s remaining
contractual maturity for its financial liabilities
based on the agreed repayment terms. The table
has been drawn up based on the undiscounted
cash flows of financial liabilities based on the
earliest date on which the Group can be required
to pay. The table includes both interest and
principal cash flows.

30.
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SWMIAE)

b. HEEBREZEEEREEE)
REELER(HF)
TRAVALEECRHABRERTER

Weighted  On demand

average
interest rate
EFY
Gilk:S
%
At 31 December 2017 R=B-t%
TZA=1+-H
Accounts payable, deposits received R - YRS
and accruals REHER -
Amounts due to related companies  [ENBERTZE -
Loans from a related company RE—REELT
ZER
— interest-bearing —iE 40
- non-interest bearing %8 -
Bank and other borrowings BIREMES 5.88
Financial guarantee contracts (Note) ~ SIH{ERA 4(413#)
At 31 December 2016 RZB-1E
t=A=t-A
Accounts payable, deposits MR ElES
received and accruals RIETER -
Amounts due to related companies  JE[BIE L FFUE -
Loans from a related RE—FBEERR
company 8
— interest-bearing —itE 4.00
- non-interest bearing %8 -
Bank and other borrowings RITREMES 3.35

Financial guarantee contracts (Note) ~ SIHIERA 4(473)

Hlz Rera

WEH - DREBEAEEANRZZF AHRRBSE
BEZARMBERERERE - TREHAFNSRA

THRERE °

Total
or within Within Within Over undiscounted ~ Carrying
Tyear  1-2years  2-5years Syears  cash flows mount

EEXR, *ERRS
—ER  -EWEA ZERFR BBIE  REAR REfE
HK$'000  HK$000  HK$000  HKS$000  HK$000  HK$000
TER AR TER iR AR TER
2,202,051 - - - 2,202,051 2,202,051
2878297 - - - 2878297 2878297
31,778 - - - 31,778 31,063
3,166,857 - - - 3,166,857 3,166,857
5,140,660 4,877,287 132,822 27,729 10,178,498 9,284,475
13,419,643 4,877,287 132,822 27729 18457481 17,562,743
1,184,570 - - - 1184570 -
170,180 - - - 170,180 170,180
77475 - - - TIATS TIATS
60,634 112,057 - - 172,691 164,516
997,124 . . S 99714 997124
160156 5704 17012 30692 213664 204925
1,465,569 117,761 17,112 30,692 1,631,134 1,614,220
4678 - - T RL) -
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FINANCIAL INSTRUMENTS (continued)

b. Financial risk management objectives and policies
(continued)

Liquidity risk (continued)

Note: The amounts included above for financial guarantee

contracts are the maximum amounts the Group
could be required to settle under the arrangement for
the full guaranteed amount if that amount is claimed
by the counterparty to the guarantee. Based on the
expectations at the end of the reporting period, the
Group considers that it is more likely than not that
no amount will be payable under the arrangement.
However, this estimate is subject to change
depending on the probability of the counterparty
claiming under the guarantee which is a function of
the likelihood that the financial receivables held by
the counterparty which are guaranteed suffer credit
losses.

The Group’s bank and other borrowings
with a repayment on demand clause but not
repayable within one year are classified under
“on demand or within 1 year” time band in
the maturity analysis. Taking into account the
Group’s financial position and the fair value of
the pledged assets, the directors of the Company
believe that it is not probable that the banks
will exercise its discretionary right to demand
immediate repayment and such term borrowings
will be repaid in accordance with the scheduled
repayment dates set out in the loan agreements.
On this basis, the interest and principal cash flows
for the bank and other borrowings would be as
follows:

30.

SWMIAE)
b. HEEBREZERERKEE)

REE S R (F)

Frat - bR BIBREREOFRAERE F 5 REERFIAR
B NEREIRIBR P A L AS N 2 BIERFE &
BER - ANMEHHAE A 2RY  AEERA
ARBHEBL S BEFIRZATREETK - A
- ZEHRFHF A REERREZ AJEEME
% MU R R AR TR RS T 5 TR I T R

RAEELRZEEBRME

AEEMEZERERGERREIR —FREEZR
TREMEERTBMESMBAIEERK—FR]
REHER - St RAEEMBRRRCEREEZ R
FE - ARRERRE  |RITTAARTEEEX
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30. FINANCIAL INSTRUMENTS (continued) 30, @MIAE)
b.  Financial risk management objectives and policies b. HHBEBEEEERKE(E)
(continued)
Liquidity risk (continued) RENE SRR (E)
Weighted
average  On demand Total
effective  or within Within Within undiscounted ~ Carrying
interest rate lyear  1-2years  2-Syears  cash flows mount
mEFY  EERY AERRE
il -FR -EZWFR —EIFRN  RELH REE
%  HK$000  HK$000  HKS$000  HK$000  HKS$000
FET TR TR TR T
At 31 December 2017 RZZE—t&F
+=B=+-R
Bank and other borrowings with a WESRERERETZ
repayment on demand clause FIIREMEE 2.53 188 3,770 538 4,49 4227
At 31 December 2016 RIB-XRE
+=A=+-H
Bank and other borrowings witha &R EXEB KT
repayment on demand clause RITREMEER 2.77 269 3,761 4,297 8,327 7,791
c. Fair value of financial instruments c 2ETAZAFE
The Group’s financial assets at fair value through REEZRATEFABRZ 2@ REE (BN HIEERK
profit or loss (representing the listed investments FRMGMz EREWRNERRETISHETER )R
with standard terms and conditions and traded in ERSHHAEBERATEFEWREATFEER
active liquid markets) are measured at fair value FE—RBEMISMMEAESAE -

at the end of each reporting period and they are
grouped under Level 1 of the fair value hierarchy
with reference to quoted market bid prices.

The fair values of other financial assets and EfemEErReRABEcATEREIIRBESMN
financial liabilities are determined in accordance %NEZ BARTEEERET -

with generally accepted pricing models based on
discounted cash flow analysis.

The management considers that the carrying ERERR  REHENXAFTEUREE M BRET
amounts of financial assets and financial liabilities R eMEENCRABBRMEEEAFEMRL -

recognised in the consolidated financial statements
at amortised cost approximate their fair values.
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31. RECONCILIATION OF LIABILITIES ARISING FROM 31. REZSHZEEEHE

FINANCING ACTIVITIES

The table below details changes in the Company’s TRFAVARRRETDH 2 BELY  BREREEIFES
liabilities arising from financing activities, including 28 MERHELEZAGNEAERESREIRKRRER
both cash and non-cash changes. Liabilities arising from ERFEEGEHERERTHIBAREZDRENELZ
financing activities are those for which cash flows were, =N

or future cash flows will be, classified in the Group’s
consolidated statement of cash flows as cash flows from
financing activities.

Interest payable
(include in
account payable,
Amounts Loans from deposits Bank and
due to related arelated received other
companies company  and accruals) borrowings Total
EAFE
(BREMRR
EAEE RE—MH EEER HBITR
REHE  HEAFER ESHER) HitfEE @t
HKS$’000 HKS$’000 HKS$’000 HKS$’000 HKS$’000
THET THET TR TET TET
At 1 January 2017 R-E-+F-F—H 77,475 1,161,640 183 204,925 1,444,223
Financing cashflows (note) REREREN L) 2,787,805 1,947,888 (86,621) 9,070,212 13,719,284
Finance costs AR 8,082 - 102,379 - 110,461
Foreign exchange translation INEBRE 4,935 88,392 - 9,338 102,665
At 31 December 2017 R-E—tE
+=A=+-H 2,878,297 3,197,920 15,941 9,284,475 15,376,633
Note: The financing cash flows make up the net amount of new Mt - RMERSRERGERSMEBRAZITERTRAMES - &
bank and other borrowings raised, repayment of bank and BIRTREMEE ERFIR - BERARBREXR - BB
other borrowings, interest paid, advance from/repayment to BE—HBERRRNERZ FRE -

related companies, loans advance received from/repaid to a
related company in the consolidated statement of cash flows.
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32. PLEDGE OF ASSETS 32. EEHEAR
The following assets are pledged to certain banks and a REHEAER  ATEERERTETRITR—HE2
financial institutions as for banking facilities granted to REEBEARANEEERRITRERNEEME AT
the Group and also mortgage loan facilities granted to BERERIEZBHE 2EF
certain property buyers of the Group’s properties at the
end of the reporting period:
2017 2016
—E—+tF —E-REF
HK$°000 HK$°000
FHET THET
Property under development for sale HEXRERYE 11,172,785 -
Properties held for sale BERE 2 WE 600,731 -
Investment properties LEME 678,552 461,439
Investment properties classified as held for sale SEAFEHEZIREYE - 28,818
Property, plant and equipment Y - BB kB 11,353 11,664
Pledged deposits [mEiiEHE S 119,174 12,794
12,582,595 514,715
In addition, shares of certain subsidiaries are pledged as o RZZE—tF+—A=+—H BERETHEA
securities to obtain certain banking facilities granted to A2 - DMERAREERE TIRITRIE <188 -

the Group as at 31 December 2017.
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33.

182

OPERATING LEASE COMMITMENT 33, REHERIE

As lessor ER LA

Property rental income in respect of the investment BT EME B 2 MR A B BER34,342,0008 7T (=
properties earned of HK$34,342,000 (2016: T—RF : 53,826,000/ 7T) + HIBRZ H17,907,0008 (=
HK$53,826,000), net of outgoings of HK$7,907,000 T — R ¢ 12,643,000/ 7T ) 1£ /326,435,000 T (=&
(2016: HK$12,643,000), is HK$26,435,000 (2016: — 7N 1 41,183,000/ 7T)  FHEREMECD BHEPZEE
HK$41,183,000). The investment properties held have HeAERE  HHAEE T —FRE+ _F1% -

committed tenants for the next one to twelve years at
fixed rentals.

At the end of the reporting period, the Group has REHMAER  AEEEBEPFIEUTRERIZ A
contracted with tenants for the following future BEREEERRK

minimum lease payments which fall due as follows:

2017 2016
—E—tF —E-XRE
HK$°000 HK$’000
FHBT THET
Within one year —FR 29,625 14,963
In the second to fifth years inclusive FE_ZERF(BREEEMF) 77,805 7,316
Over five years AR 127,537 -
234,967 22,279
As lessee ERARBA
At the end of the reporting period, the Group has RERREER - REBR A REHSEHE RN AT
commitments for future minimum lease payments EH 7 A SRS RIE L AR -
under non-cancellable operating leases which fall due as
follows:
2017 2016
—E—tF —E-XRE
HK$°000 HK$’000
FHBT THET
Within one year —FR 1,182 1,267
In the second to fifth years inclusive FE_ZERF(BEEEMF) 1,065 2,228
2,247 3,495
Operating lease payments represent rentals payable by KERENFIEREER AN ETHRAERZSE
the Group for certain offices located in overseas and KEETHEFEN T —R=F2HEZENES -

those leases are negotiated for an average term of one to
three years.
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34. CAPITAL COMMITMENTS 34, EBEFRAE
At the end of the reporting period, the Group had the RIEREAEER - AEEAENT ¢
following commitments:
2017 2016
—E—+tF —E-REF
HK$°000 HK$°000
FHET THET
Contracted for but not provided in respect of: BETAMEREE -
Acquisitions of land use rights W + s {8 FR#E 1,263,778 1,356,434
Property development expenditures YRR 2,795,093 369,054
4,058,871 1,725,488
35. CONTINGENT LIABILITIES 35. HRAE

As at 31 December 2017, the Group had contingent
liabilities relating to guarantees amounting
to approximately HK$1,184,570,000 (2016:
HK$456,022,000) in respect of mortgage loan facilities
provided by certain banks in connection with the
mortgage loans entered into by property buyers of
the Group’s properties. Pursuant to the terms of the
guarantees, upon default in mortgage payments by these
property buyers, the Group would be responsible for
repaying the outstanding mortgage principals together
with accrued interests thereon and any penalties owed by
the defaulted buyers to the banks. The Group would be
entitled to take over legal title to and possession of the
related properties. These guarantees will be released upon
the earlier of (i) the satisfaction of the mortgage loan by
the buyers of the property; and (ii) the issuance of the
property ownership certificate for the mortgage property
and the completion of the deregistration of the mortgage.
In the opinion of the directors of the Company, no
provision for the guarantee contracts was recognised in
the consolidated financial statements for the year ended
31 December 2017 as the default risk is low.

RIB—tF+-A=+—0 TEEREErEEY X
ZMEBRF L2 RIBERM A TRITIRE ZIRIBER
MEZEREB KA EEL,184,570,000/8 T (= F —7%
% 456,022,000/ 7T) © REBEERER - MZEMEER
WRIZBHE  ARBEAAAXNRAEERRMRITHR
B RIBASER RN E REM IR - RNEBEHSH R
EREMENEEEENEAE - ZFERERATERR
EBERRR - (VDEEREERBENR  Ri)#kiED
EBHLMEMAEIL THIZBNEUAER - ARRIESE
R ARENRERIK  BAEREFREHNBE_F
—tEFET A=+ B ULFEZFEAMBHRRIELERS -
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36.
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HE-Z—+tF+-A=+—HILEE

RETIREMENT BENEFITS SCHEMES

The Group operates a Mandatory Provident Fund
Scheme (the “MPF Scheme”) for all qualifying employees
in Hong Kong under the rules and regulations of the
Mandatory Provident Fund Schemes Authority. The
assets of the MPF Scheme are held separately from those
of the Group, in funds under the control of trustees.
Contributions are made based on a percentage of the
participating employees’ relevant income from the
Group and are charged to the profit or loss as they
become payable in accordance with the rules of the MPF
Scheme. When an employee leaves the MPF Scheme,
the mandatory contributions are fully vested with the
employee.

According to the relevant laws and regulations in the
PRC, certain subsidiaries established in the PRC are
required to contribute a specific percentage of the payroll
of their employees to retirement benefit schemes to fund
the retirement benefits of their employees. The only
obligation of the Group with respect to the retirement
benefit schemes is to make the required contributions
under the respective schemes.

Total retirement benefit expense charged to profit or
loss for the year amounted to HK$1,179,000 (2016:
HK$1,227,000).

36.

BRERNETE

AEBRBERHEATRESTIEERZRAERI L2
BRAEREERRHMRVEATESFE([BEERFE]) -
BESHHEERAREEENHARTE  AXTEATEZ
HEeRHE  ER2EEBNAREMSHEBBAZBED L
W BRSRIERESTERABMNAL ARE - B
BRHBBRFEIR - REIEHRREBREERE

REPERBERIESR  ETEPERINMEARZA
NEEB#HE 2B EBAD LARKEMETEELHESR - B
BEMERKBENEE - AEBERERRENE 2HE—EE
AR EEL AR MR -

FREFABEZERENERYT A£1,179,0008 L (=ZF
— N4 1 1,227,00057T) ©
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37. RELATED PARTY TRANSACTIONS 37. BEALRS
The Group had the following transactions with related REBHEBEQTET IR ¢
companies:
2017 2016
—E—tHF —E-RE
Related company Transactions HK$’°000 HK$°00
BRELNT x5 TH&xT FHET
Zensun Interest expenses (capitalised in properties
1R under development for sale)
FERY(NFERRETMEEARL) 8,082 11,381
Relevant members of Henan Zensun Construction costs (capitalised in
Corporate Development properties under development for sale)
Company Limited (the “Zensun BERANRGFERRTYEEARL)
Development Group™)
A EECEERERETAGZ
BEANKER B[ EREESER]) 426,307 106,525

Zensun and Zensun Development Group are the entities
controlled by ultimate controlling party of the Company
and together with its spouse.

The remuneration paid and payable to the members of
key management, who are also the directors, during the
year, are as follows:

Short-term benefits
Post-employment benefits

pSELER

Balances with related parties are set out in the
consolidated statement of financial position, and details
of terms are set out in notes 21, 24 and 25.

The Group is licensed by Zensun to use the trademark
of “Zensun”, “IE7”, on a royalty-free basis until July
2020.

BERR AR F

IFRAREAEREERHAARNRRKLIERTERERBE
B2 ERE -

RER BRNRECFEEEBEABS(IRESR) 2HHMOT

2017 2016
—E—+F —E-XRE
HK$°000 HK$°000
FH&xT FHET
1,714 1,672

93 109

1,807 1,781

HERAE A + 2 BBV NG AT B RIRE - GRFFEH
REFRE21 ~ 24525 -

RNEBR EEAARE R BEEF A Zensun | [ 1F7
HEZE T -TELR o
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BE_Z—tF+-_A=1T—HLHFE

SHARE OPTION SCHEME

On 28 August 2013, a new share option scheme (the
“Share Option Scheme”) was adopted by the Company.
The purpose of the Share Option Scheme is to motivate
eligible persons who contribute to the success of the
Group’s operations. The Share Option Scheme remains
in force for 10 years from that date, unless otherwise
cancelled or amended. Eligible persons of the Share
Option Scheme include (i) a director or proposed director
(including an independent non-executive director) of any
member of the Group; (ii) a direct or indirect shareholder
of any member of the Group; (iii) a supplier of goods or
services to any member of the Group; (iv) a customer,
consultant, business or joint venture partner, franchisee,
contractor, agent or representative of any member of
the Group; (v) a person or entity that provides research,
development or other technological support or any
advisory, consultancy, professional services to any
member of the Group; and (vi) a landlord or tenant
(including a sub-tenant) of any member of the Group.
Subject to the terms of the New Share Option Scheme,
the Board shall be entitled at any time during the life of
the New Share Option Scheme to offer the grant of any
option to any eligible person as the Board may in its
absolute discretion select and the basis of eligibility shall
be determined by the Board from time to time.

Pursuant to the Share Option Scheme, the maximum
number of shares in respect of which options may be
granted is such number of shares which, when aggregated
with shares subject to any other share option scheme(s),
must not exceed 10% of the issued share capital of the
Company from time to time. The maximum number
of shares issuable under share options to each eligible
person in the Share Option Scheme within any 12-month
period is limited to 1% of the shares of the Company
in issue at any time. Any further grant of share options
in excess of this limit is subject to the shareholders’
approval in a general meeting.

38.

BRESE
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38.

Tt F+ A=+ —RIFE

SHARE OPTION SCHEME (continued)

Share options granted to a director, chief executive or
substantial shareholder of the Company, or to any of
their respective associates, are subject to approval in
advance by the independent non-executive Directors
(excluding any independent non-executive Director
who is the grantee of the options). In addition, any
share options granted to a substantial shareholder or an
independent non-executive Director, or to any of their
respective associates, in excess of 0.1% of the shares of
the Company in issue at any time and with an aggregate
value (based on the price of the Company’s shares at
the date of grant) in excess of HK$5,000,000, within
any 12-month period, are subject to the shareholders’
approval in a general meeting.

The amount payable upon the acceptance of an option
is HK$1.00. The period within which an option must
be exercised shall be such period as the Board may in
its absolute discretion determine at the time of grant,
save that such period shall not be more than 10 years
commencing on the date of grant of an option.

The exercise price of the share options is determinable
by the Board, but may not be less than the highest of (i)
the closing price of the Company’s shares as stated in the
daily quotations sheet of the Stock Exchange on the date
of offer of the grant, which must be a trading day; (ii) the
average closing price of the Company’s shares as stated
in the Stock Exchange’s daily quotations sheet for the five
trading days immediately preceding the date of offer of
the grant; and (iii) the nominal value of the Company’s
shares.

38.

BT 8 ()

MARARES FETBRABRETERRRFESEHZME
R A TR LERE HERGBE L IENTES(AER
RN Z AT B IERITE BBRIN) 2 BB o N
FEEMN+ZEAHME @ WREAEERESIBILIFNTE
EYRESE 2 AMBEATRBI(BEARBNMIM
B 81T 19 0.1% R BB 185,000,00078 7T (RIBEA LD
R B HA 2 BI85 8 ) 2 ERAE - RIZBER R AR
RASHfER - FRIETT -

BRI IS BT 281,008 7T - BRI 2 /BT H
RREEFenNRHBERER2RNIEETE  EERHRA
BRER L B E NS EB T -

BREZITEEHESSET BTMSERUATEEZR
BE (O)ARFARONREBEELAR(MERR S H ) R
R ERBERMBUTE (A RFARMNEERS
RIEBHERTRERZ 2 AR T A RERARFHKRS
&+ R(iii) AR AR HEE -
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SHARE OPTION SCHEME (continued)

The total number of shares in respect of which options
may be granted under the Share Option Scheme is not
permitted to exceed 10% of the shares of the Company
in issue at any point in time, without prior approval from
the Company’s shareholders. The number of shares issued
and to be issued in respect of which options granted and
may be granted to any individual in any one year is not
permitted to exceed 1% of the shares of the Company in
issue at any point in time, without prior approval from
the Company’s shareholders. Options vested immediately
and may be exercised at any time not exceeding a period
of 5 years from the date on which the share options is
accepted.

During the year ended 31 December 2017 and 2016, no
options have been granted under the above mentioned
scheme.

38.

BT 8 ()

BREEAAE BT R T 2B G M 2 I B R
RARBBRRELAAR - TAFFBBARBREAERE
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39. STATEMENT OF FINANCIAL POSITION OF THE 39. ZAXARBEMRRBER

COMPANY

Non-current assets

Property, plant and equipment
Investment properties
Investments in subsidiaries
Amounts due from subsidiaries

Current assets

Deposits and prepayments

Financial assets at fair value through profit or loss
Amounts due from subsidiaries

Bank balances and cash

Current liabilities
Other payables and accruals
Amounts due to subsidiaries

Net current assets (liabilities)

Total assets less current liabilities

Capital and reserves
Share capital
Reserves (Note)

Total equity

Annual Report 2017

—B—tEER
2017 2016
—E—+tF —E—RE
HK$’000 HKS$’000
FHxT FExT
FRBEE
Y - BB KR E 121 183
KEWE 2,350 2,250
KB AR ZIEE 411,385 472,126
FEURH B A RIFVE 367,480 642,392
781,336 1,116,951
e MIBRRIA 1,447 910
BRAFEFABREZEREE 8,183 6,613
FEURH B A BIFE 464,592 151,100
RITRESBNIRE 35,826 44297
510,048 202,920
REaE
HAb e B K ERHE A 2,266 2,471
R B AR FRIA 257,801 309,002
260,067 311,473
RBEE(EE)FE 249,981 (108,553)
EEMLERABER 1,031,317 1,008,398
BARR S
[ 716,706 716,706
B (HE) 314,611 291,692
BB 1,031,317 1,008,398
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39. STATEMENT OF FINANCIAL POSITION OF THE 39. Z&XATRBBMREER(E)

COMPANY (continued)
Note: Details of the Company’s reserves are set out below: Wit - ANRRZFEEFBEHIOT
Capital
reduction Other Retained
reserve reserve earning Total
BEHH
A Hitb ks RERH it
HKS$’000 HKS$°000 HKS$°000 HK$°000
FART FHBT FHERT TR
At 1 January 2016 R=B—F—A—A 149,180 3,632 37,567 190,379
Profit for the year FE R - - 12,492 12,492
Deemed contribution from a —EMB AR 2B IELE
subsidiary - 88,821 - 88,821
At 31 December 2016 REZE—R"E+=ZA=+—H 149,180 92,453 50,059 291,692
Profit for the year FERHEF - - 22,819 22,819
Deemed contribution from —EMB AR 2B IELE
a subsidiary - 100 - 100
At 31 December 2017 R-Z—+tF+-_A=+—H 149,180 92,553 72,878 314,611
40. PARTICULARS OF THE SUBSIDIARIES 40. MEATHE
Particulars of the principal subsidiaries of the Company RZBE—+F+_A=+—BRZZE—RFT+HA=+—
at 31 December 2017 and 31 December 2016 are as B AABEEMBAT 2ERIAT
follows:
Place of
incorporation/ Paid up Proportion of ownership interest
establishment issued capital/ held by the Company
and operation registered capital HARRSERERERLA
Name of subsidiary HMAYL/ R BAERORA/ Directly Indirectly Principal activities
WEAREE REXHY aMER B i TEER
2017 2016 2017 2016
ZE-tF 2 Bt —ZTF
% % % %
75 Wall Street, LLC USA Note (ii) - - 100 100 Property investment
ES Hrat(is) NERE
Aizuya Limited Japan Common stock - - 81.8 81.8  Hotel operations
A JPY30,000,000 BEE
LER
30,000,0008
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40. PARTICULARS OF THE SUBSIDIARIES (continued)

Name of subsidiary
WEAREH

American Housing REIT, Inc.
(note i) (fiiti)

AHR First Borrower, LLC

AHR Second Borrower, LLC

American Senior Housing REIT, LLC

ASHR McKinney, LLC

ASHR First, LLC

China Credit Singapore Pte. Ltd.

Expats Residences Pte. Ltd.

Place of
incorporation/
establishment
and operation
FMERL/HY
REFHE

USA
B8

USA
%8

USA
%
USA
%
USA
%

USA
%

Singapore

A

Singapore

g

40. MERARBEE)
Paid up Proportion of ownership interest
issued capital/ held by the Company
registered capital BN RRERERERLA
BHERTRE/ Directly Indirectly
aMER E# i

2017 2016 2017 2016

ZEtF TRF ZE-tF —TRE

% % % %

Common stock - - 99.8 99.8
USD6,256
EBR6256%TT

Note (ii) - - 99.8 99.8
Mt i)

Note (ii) - - - 99.8
Mt i)

Note (ii) - - 99.8 -
Mt i)

Note (ii) - - 99.8 -
Mt i)

Note (ii) - - 99.8 -
Mt i)

Ordinary shares 100 100 - -
SGD13,417,282
Ep el
13417282871 T

Ordinary shares - - 100 100

$GD25,002
LER
25,0023 IS T

Annual Report 2017
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Principal activities

TEEH

Property investment

NERE

Loan financing and
property investment

EFRALNERE

Loan financing

Property investment and
investment holding

NERERBERR

Property investment

NERE

Property investment

NERE

Investment holding
REER

Property investment

NERE
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40.

Name of subsidiary
WEARER

Heng Fung Capital Company Limited
ERREBRLT

Inter-American Management, LLC

Keng Fong Foreign Investment Co.,

Ltd.

Sansui Limited

Sapporo Holdings Limited

Singapore Service Residence Pte. Ltd.

Xpress Credit Limited
FREEERRA

192

PARTICULARS OF THE SUBSIDIARIES (continued)

Place of
incorporation/
establishment
and operation
FRERL/HY
REFHH

Hong Kong
B

USA
*H

USA
%

Japan
B

Japan
B

Singapore

I

Hong Kong
B

Paid up

issued capital/
registered capital
BACRORE/
EfmER

Ordinary shares
HK$2
LBR
2B

Note (i)
Mzt

Common stock
USD250,000
TR
250,000% 7T

Common stock
JPY 10,000
Lk
10,0008

Common stock
JPY3,000,000
Lk
3,000,000H

Ordinary shares
$GD1,250,000
LER
1,250,000%7 J13% 7T

Ordinary shares
HK$1,260,000
LBR
1,260,000/ 7T

40.

A RBER ()

Proportion of ownership interest
held by the Company
HALN AR AERRL )

Directly
EE

2017
—B-tH
%

100

2016

T
E—

—ETN

%

100

Indirectly

2017
it
%

85

100

81.8

81.8

100

100

i
2016
—TRE
%

85

100

81.8

81.8

100

100

Principal activities

TEXH

Property investment and
securities trading

Provision of property
management services

RRRMEER R

Property investment

ESE

Hotel operations

EEEH

Property investment

ESE

Property investment

ESE

Securities trading
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40.

PARTICULARS OF THE SUBSIDIARIES (continued)

Name of subsidiary
WEARER

ZHUSA,LLC

AEEELREERABRAR

(note iii) (Hztiii)

MHEBEREEERAA
(note iii) (Hiitiii)

MHEEIEEEERAA
(note iii) (Hiztii)

AERHEEERLA
(note iii) (B7tiii)

ANEEZERAR
(note iii) (Hztiii)

40. MBRRAMEGE)
Place of
incorporation/ Paid up Proportion of ownership interest
establishment issued capital/ held by the Company
and operation registered capital HALN AR AERRL )
HRAYL R BACRORE/ Directly Indirectly
REFBE EfmER EX itk
2017 2016 2017 2016
ZE-tF TN ZB-tF “TRF
% % % %
USA Note (ii 100 100 - -
X8 Hizti)
PRC Registered capital - - 100 100
HE RMB1,000,000
AR%1,000,0007
PRC Registered capital - - 100 100
E RMB300,000,000
AR300,000,0007C
PRC Registered capital - - 100 100
HE RMBS50,000,000
AR50,000,0007C
PRC Registered capital - - 100 100
HE RMB50,000,000
AR50,000,0007C
PRC Registered capital - - 100 100
HE RMBS50,000,000
AR50,000,0007C

Annual Report 2017
ZE—LEFR

Principal activities

TEXH

Securities trading and
investment holding

FFRERRAER

Investment holding

REER

Property development
NERER

Property development
NERER

Property development
NERER

Property development
NERER
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PARTICULARS OF THE SUBSIDIARIES (continued) 40.

Name of subsidiary
WEARER

AEIREREXARAR

(note iii) (Hztiii)

ABEANHRERARAT

(note iii) (Hztiii)

ABEENMERARAT

(note iii) (Hztiii)

TR EEEEERAT
(note iii) (Hztiii)

IR EGEEBRAT
(note iii) (Hztiii)

A ERREERARAR

(note iii) (Hztiii)

Place of
incorporation/
establishment
and operation
FRERL/HY
REFHH

PRC
E

PRC
E

PRC
E

PRC
E

PRC
E

PRC
E

Paid up

issued capital/
registered capital
BACRORE/
EfmER

Registered capital
RMB100,000,000
&R
ARH100,000,0007

Registered capital
RMB100,000,000
&R
ARH100,000,0007

Registered capital
RMBS0,000,000
&R
ARES0,000,0007T

Registered capital
RMB300,000,000
&R
ARH300,000,0007

Registered capital
RMB200,000,000
&R
ARH200,000,0007

Registered capital
RMB100,000,000
&R
ARH100,000,0007

—B-tF —TRE

A RBER ()

Proportion of ownership interest

held by the Company
HALN AR AERRL )

Indirectly

Directly

EH
2017 2016

% %

2017

it

%

100

100

100

100

100

100

i
2016
—TRE
%

100

100

Principal activities

TEXH

Property development
NERER

Property development
NERER

Property development
NERER

Property development
NERER

Property development
NERER

Property development
NERER
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40. PARTICULARS OF THE SUBSIDIARIES (continued) 40. MERIATBMEE)
Place of
incorporation/ Paid up Proportion of ownership interest
establishment issued capital/ held by the Company
and operation registered capital HA D AR AR LAl
Name of subsidiary BMAL/ B BHERTRE/ Directly Indirectly Principal activities
WEARERE REFHH aMER B# it TEXK
2017 2016 2017 2016
Bt CTRF ZR-tF “TRE
% % % %
ERMEEEERAR PRC Registered capital - - 100 - Property development
(note iii) (Hi##ii) H RMBS50,000,000 NELE
AR50,000,0007T
ISR REEERAR PRC Registered capital - - 100 - Property development
(note iii) (Hi##ii) H RMB100,000,000 NELE
AE100,000,0007T
MEERHNEEERAR PRC Registered capital - - 100 - Property development
(note iii) (Hiz#ii) H RMB100,000,000 NELE
AE100,000,0007T
Notes: it -

(ii)

(i)

The shares of American Housing REIT, Inc. are quoted on
the Over-The-Counter Bulletin Board of NASDAQ in the
USA.

No capital contributions is required from the member unless
otherwise required by law.

Entities established in the PRC are limited liability companies
and no english names have been registered or available upon
establishment.

(ii)

(iif)

American Housing REIT, Inc.Z B {5 7 3 Bl 4 B i 72 2 35 IME
BXHEMRE -

BIPERRTTRE » BETERTEERERMUARERE AT -

RAPBRIZERRARAT - BRKIR - HESCHRA
ES N
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Tt F+ A=+ —RIFE

PARTICULARS OF THE SUBSIDIARIES (continued)

None of the subsidiaries had issued any debt securities at
the end of the year.

The above list is the subsidiaries of the Group which,
in the opinion of the directors of Company, principally
affected the results or net assets of the Group. To give
details of other subsidiaries would, in the opinion of the
directors of Company, result in particulars of excessive
length.

At the end of the reporting period, the Company has
other subsidiaries that are not material to the Group.
The principal activities and places of business of these
subsidiaries are summarised as follows:

Principal activities

EEEHR

Properties development PRC

M ER

Investment holding

BB HK
BVI
USA
Singapore
Japan
PRC

Inactive

E R HK
BVI
USA
Singapore
PRC

40.

Principal places of business

A RBER ()

BUEMB R RN FRETEMNEBRES -

ERBIARFEER AT EVEAREREREEFE
ZAREEMBEAR - ARBPEERS - WHIIEBHER

AEREE

HRIEBNITER -

REHRIGER - ARTREECUAEEEREAY
HEMBL AL FBEGREBSBER T ;

HEBAR -

TREKMBE

T

&
KBRS
XE

FINE

SN

T

e
RBREZES
e

FINE

I

Number of subsidiaries
MEBLATEE
2017 2016
—E—tHF —E-RE
11 -
3 3
2 3
2 3
- 2
1 1
- 1
19 13
2 2
1 _
- 2
4 2
7 6
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41.

EVENTS AFTER THE REPORTING PERIOD

(i)

(i)

(iv)

In January 2018, the Group acquired land use
rights of a land parcel located in Zhengzhou City,
Henan Province, the PRC through listing for sale
process in a public auction held by Land and
Resources Bureau of Zhengzhou City for transfer
of state-owned land use rights at a consideration
of RMB1,146,000,000 (equivalent to
HK$1,376,346,000). The land parcel is designated
for residential and commercial and financial usage,
with the term of 70 years for residential usage and
the term of 40 years for commercial and financial
usage. The handover of the land parcel is expected
to be completed on or before second quarter of
2018.

In January 2018, the Group acquired land use
rights of three land parcels located in Xinzheng
City, Henan Province, the PRC through listing for
sale process in a public auction held by Land and
Resources Bureau of Xinzheng City for transfer
of state-owned land use rights at an aggregate
consideration of RMB2,820,520,000 (equivalent
to HK$3,387,444,000). These land parcels are
designated for residential usage with the term of
70 years. The handover of these land parcels are
expected to be completed on or before second
quarter of 2018.

In February 2018, the Group entered into a
subscription agreement and thereafter issued a
US$200,000,000 7.5% bonds due in 2019. The
Group intended to use the gross proceeds from the
bonds for general corporate purpose.

On 9 March 2018, a termination agreement
was entered into between the Company and
Ms. Huang to terminate the agreement dated
27 September 2017 and as amended by the
supplemental agreement dated 30 January 2018
entered into between the Company and Ms.
Huang, all in relation to the acquisition of all
the issued share capital of Honor Challenge
Investment Limited.

41.

REMRREER

(i)

(iif)

RZZE-—NF—F  XEBEBUREARE
1,146,000,000 7T (#8572 1,376,346,0007%8 7T ) 1> &P
M ELEREHEERA Lt EREMERs A
FIFAEE B b ) 2 R BRAS AL 5 AR AT R 4 0 T
2 — @bz LM FARE - IR EEEERE
BemAR  FEFEAFRA70F  BHESRER
FRAIOF - ZEHHMBHER S —N\FE_F
E82 FIFER AT -

RZE-—NF—A AEENBREARE
2,820,520,000 7T (FH 574 3,387,444,000,8 7T ) I FT
HMELTEREHEERA L ERERMER A
FIFAE B & 12 7 R BAS AR AR B R # 8 T
2@ 2 LM AR - SRR T AEE
B FEFRA70F - ZSHMTEHBR _F
—N\FEZFEKZAITERRN °

— A AEBEFT—DRENE I
i —F — N F EIH 2 200,000,000 7T
REBRSESFEITAEIBRREE—

RZZF—NF=ANA  AQAFEHuang&Z T3]3
BibHeE - MWRIERBIA-ZT—tFNAAZ++L
Bz W@ (ARG EHuang R TN =ZZE — \F—
R=+RHiIuz@AamHRIEE]) ARHABNE
Honor Challenge Investment Limited 2 2 #0E 217

BRA o
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41.

198

EVENTS AFTER THE REPORTING PERIOD (continued)

(v)

In March 2018, the Group acquired land use
rights of sixteen land parcels located in Gongyi
City, Henan Province, the PRC through listing for
sale process in a public auction held by Gongyi
Municipal Bureau of Land and Resources for
transfer of state-owned land use rights at an
aggregate consideration of RMB312,420,000
(equivalent to HK$375,216,000). These land
parcels are designated for residential usage, and/or
commercial usage, or public facilities usage with
the terms of 70 years for residential usage and/or
the terms of 40 years for commercial or terms of
50 years for public facilities usage. The handover
of these land parcels is expected to be completed
on or before second quarter of 2018.

41.

RERRBEHA)

(v)

RZZE-—NF=ZA FTEBENEREARE
312,420,000 7T (#BF 12 375,216,000 7T ) R E 2
TR+ ERBHMEREE L AEMENE 2 AR
MEHELEREFTRREGUAFBTEEERT 2
TONMEMLER 2 LI P R o ZEMIREEEEER
B(EAFRA70F) R IEERR(ERAFRA
40F )N HF AR (ERFRASOF) - ZEH
WIBHBR T — N\FE_FER AT o



Financial Summary

B HE

Results

Revenue

Profit (loss) for the
year/period

Attributable to:
Owners of the Company
Non-controlling interests

Profit (loss) for the
year/period

Assets and liabilities

Total assets
Total liabilities
Non-controlling interests

Equity attributable to
owners of the Company

FE /B
A (B 1R)

1
ZA/NSIE 2SN
FEIE R R

FE/HHE
=R (E518)

BEERARE

wafE
FEER R

RARERA
FE e

For the year ended
31 December
BE+=-B=1+—HLEE 31 December

For the nine
months ended

Annual Report 2017

TE—HEEFEFR

For the year ended
31 March
BE=A=1t—-HILLFE

2017 2016 2015 2015 2014
Bz
—E—-hfF
+=A
=+—H
—E—tHF —E-RE tEhA@EA =E—HF Z—ZT-—NF
HK$°000 HKS$°000 HK$°000 HK$°000 HKS$’000
FHET FH&xT FBT FET FHET
1,271,982 79,569 43,960 60,661 32,483
152,315 (56,585) (19,193) (55,330) (42,110)
152,456 (56,702) (19,655) (54,920) (43,503)
(141) 117 462 (410) 1,393
152,315 (56,585) (19,193) (55,330) (42,110)
As at 31 December As at 31 March
R+=-A=+—H R=A=+—H
2017 2016 2015 2015 2014
—E—+tF —E-XE CZT-HF ZZT-HEE CZE-NF
HK$°000 HK$°000 HK$°000 HK$°000 HKS$’000
FERT FExT FHET FHET FHET
22,269,858 3,698,185 2,186,089 1,168,869 1,094,327
(20,896,040) (2,541,167) (1,094,486) (429,577) (272,557)
5,782 6,093 7,178 7,568 5,028
1,379,600 1,163,111 1,098,781 746,860 826,798
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RZF—+tF+=A=+—H

INVESTMENT PROPERTIES

Location

1o B

No.883 North Bridge Road, Shop on 1/F. and
27 Home Office Units on various floors,
Southbank, Singapore 198785

5 Residential Units, Dakota Residences,
34-42 Dakota Crescent, Singapore 399939

30/F and Carpark No. C8 on 2nd Carparking Floor,
Wyndham Place, No.44 Wyndham Street,
Central, Hong Kong

ERRIRER A4 EREER L
3012 R 2B ZEIHCEIRENL

Portion B of 24/F, Wyndham Place,
No. 44 Wyndham Street, Central, Hong Kong
EEPREMA4FER A EH L 242BE

Glen Carr House, 1433 North Hamilton Drive,
Derby, Kansas, 67037, USA

Glen Carr House i A £ B S TN ELL T
North Hamilton Drive 143355

Oxford Grand McKinney, 2851 Orchid Drive,
McKinney, Texas, 75070, USA

Oxford Grand McKinney fi /A BI{EEETMZEE B
Orchid Drive 28515

38 Single-family rentals located in the metropolitan
regions of Texas, Florida and Georgia, USA

IR EBEERENN - BEREMREREMN
LR 2 38 E AR AR B L

Land parcels located at 671-180-012,
013,014, 015, 016,017,018
Desert Hot Springs, County of Riverside,
State of California, 92503, USA

#$#671-180-012 ~ 013 ~ 014 ~ 015 »
016~ 017~ 018

200

REME

Gross area
(approximately)
HEE

(8)

28,732 sq. ft.
28,732 F FIR

9,128 sq. ft.
9,128 IR

3,480 sq. ft.
3,480F FR

1,680 sq. ft.
1,680F H IR

29,000 sq. ft.
29,000 FFR

69,700 sq. ft.
69,700 5 R

74,659 sq. ft.
74,659 F R

67.5 acres/
273,200 sq. m./
2,940,300 sq. ft.
67.58,/
273200 753K,/
2,940,300F 7R

Effective % held
EREERE
(%)

100%

100%

100%

100%

99.8%

99.8%

99.8%

100%

Type
<]

Home Office
REHAE

Apartment

BT

Office premises and
Car Parking space
WAEMEREN

Office premises

FE/NELYES

Senior house
communities

REGEES

Senior house
communities

REAEES

Residential
=

Vacant land
TEETH

Lease term

=)

Long-term lease

REEL

Long-term lease

REHEL

Long-term lease

REEL

Long-term lease

RHHEL

Freehold
KA ZERE

Freehold
KA ZERE

Freehold
KA ZERE

Freehold
KA
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JAPAN

1-5-6 Kudan-Minami
Chiyoda-ku

Tokyo 102-0074
Japan

gE

BA

FRIRER AT 40-44 5%
ERIEERD 24 18

B&
T 102-0074

BRER
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