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CHAIRMAN'’S STATEMENT

In the past year, with the strong efforts taken by our management,
the Group has successfully achieved aggregated contracted sales of
RMB5.8 billion, 26% exceeding the sale budget of RMB4.6 billion,
which marks another record-breaking year. We are confident that
we can keep this momentum in the coming years, leading the
Group stepping up a higher platform in our business regime.

As a dominant contributor to the surge in contracted sales in
2017, our focus on the developments and constructions of small-
sized residential properties, namely the “Youth Community”,
is a correct business strategy since 2016. The youth community
projects are residential property projects specializing in small-
sized units that cater for young households. As a developer, we
do not only provide quality residences at affordable prices to
home buyers, but also render all-round supporting facilities in the
projects to youngsters and their families for serving their daily
living as well as business development needs. For daily living, we
build up infrastructure in retailing complexes in the developments
that satisfies most, if not all, of the occupants’ living needs, such as catering, entertainment, education
and medical care. We also build up co-working spaces for working population, and alongside, we provide
necessary financing to potential projects that are nourished in incubators by start-up entrepreneurs working

there.

The initial launch of the Group’s we-work office

at the commercial podium at Skyfame Garden

Phase IlI, Guangzhou is a success. The office,

also contains common areas for conference,

road show presentations and a gym stationed

by professional personnel giving business and

administrative supporting services and advices

to office users, is mostly fully occupied now in

which many potentially successful projects have

been nourished. Currently, our three projects

under development in an aggregate GFA of

approximately 3,030,000 sg.m. in Nanning and

Xuzhou are the models of the Group’s youth community projects. We has conducted large-scale pilot project
in our Nanning Skyfame Garden Project, in which 9,000 households situate. The project is of an aggregate
GFA of 1.2 million sg.m. consisting of a 5,000 sg.m. in GFA co-work place and street front shops of 84,000
sq. m. for start-up business, and will be handed over in 2018. The other youth community project in our
Nanning ASEAN Maker Town Project comprising a shopping mall operated by service providers in education
and health care is due to be opened in 2019 that serves the 8,800 households living in the community in a
total GFA of 1.4 million sq.m.. Our first youth community project in Xuzhou of Jiangsu province, namely,
Xuzhou Time City Project, with a total GFA of 430,000 sq.m. where accommodates 4,800 households, also
offers retailing and commercial spaces in GFA of 20,000 sq.m. for co-work spaces and community living
businesses. The management has a team of members delegating their efforts in the youth communities who
team up specialized operators, including joint venture or business participation, to provide for quality goods
and services to the households in the community.
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The youth community projects not only brings in strong property sales and cash flows, but also provides
us with a growing and sustainable stream of income earned from the provision of community operations
and investments in start-up business. With our larger participation in the development of youth community
projects in the coming years, we anticipate that this new business line will become another important driver
of income and earning of the Group.

The development of youth communities in fast growing cities or regions co-operates with a nation-wide
policy to modernize old districts and develop into new towns. This type of development plans is mostly
welcomed by local governments, thus helping the Group to some extents in gaining their support in the
negotiations about land acquisitions. Further, our financial support to innovative industries nourished
by young entrepreneurs who are lacking of funds adds on social value to the Group’s brand name and

corporate image.

Our business goal is to expand as a dual “Construction+Operation” developer who specializes in a market
segment that is full of business potential, and the development of youth communities is our core business
strategy for reaching this goal. Our mission is to develop properties that serve the all-round needs of the
young population, the biggest age group, of our country. Inevitably, this mission and strategic plan need

efforts and time to execute for which our management team is entrusted.

Our business exploration team is continuously seeking new lands and projects in core areas in cities or their
nearby regions with sound economic growth, good accessibility, populated with youngsters and supportive
governmental policies in startup business development. Our presence concentrates on the Great Bay area in
Guangdong province, Huaihai economic zone and the southern-west regions in the PRC. As at 31 December
2017, we held a portfolio of contracted or potential land bank for projects under development or future

development in an aggregated GFA of approximately 23.1 million sg.m..

Being the chairman of the board of directors and also the chief executive officer of the Company, | would
like to express my sincere gratitude to the management team, staff, customers, suppliers and business
associates for their unwavering assistance and support to the Group in the past years.

Yu Pan
Chairman
Hong Kong, 26 March 2018
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Skyfame Realty (Holdings) Limited (“Skyfame”), listed on the main board of The Stock Exchange of Hong
Kong Limited under stock code 00059, is principally engaged in the property development, property
investment, property management and operations at the youth community projects completed by the
Group.

The Group focuses on the development of high-end properties with a wide range of property types,
including commercial and residential properties, offices, serviced apartments and hotels. Rooted in
Guangzhou, the Group explores into cities on mainland China with high potentials in the development
of commercial and residential projects. Currently, the Group holds a portfolio of development projects
and land reserves covering Guangzhou, Zhongshan and Shenzhen in the Greater Bay Area in Guangdong
province, Nanning, Guilin and Kunming in the southern region, Chongqing in the south west region and
Xuzhou in the Huahai economic zone of Jiangsu province.

Adding onto the Chongqing Project which was newly acquired in March 2018, the Group holds project
portfolio with an aggregated GFA of approximately 23.1 million sq.m. consists of GFA 5,405,000 sq.m. under
development, GFA of 448,000 sg.m. held for future development, and potential land reserves of GFA of
17,210,000 sg.m. in Guangzhou, Nanning, Guilin, Xuzhou, Kunming and Shenzhen for which cooperation
agreements have been contracted with local governments pending land auctions, or initial framework
agreements signed with parties involved in the redevelopment of old districts in Guangzhou and Shenzhen.

Leveraging on our management expertise in the development business and specialty on the development
of youth community projects, the Group has established itself as a reputable and trustworthy property

developer on mainland China.

Highlights of Events in 2017

May o The Group acquired land interest in Zhongshan Project with GFA of approximately
105,000 sg.m. which is part and parcel of a land of an existing residential development
project.

May . The Group acquired 80% equity interests in B/N/@BEMESBRAE (Guangzhou

Haicong Real Estate Company Limited) which is participating in the refurbishment of an
old urban area in Guangzhou.

June . The Group acquired a land though public auction for the development of residential
properties with GFA of approximately 184,000 sq.m. in Xuzhou, representing the second
project since the launch of Xuzhou Skyfame Time City Project.

June o Skyfame Byland at Zhoutouzui, Guangzhou was completed and commenced the
handing-over to buyers.

Nov o Admitted as an index constituent of “MSCI China Small Cap Index” with effect from 30
November 2017.

Dec ° The Group formed a joint venture with two local developers, in which the Group
participated 40% equity interest, for acquisition of three lands through public auction
for the development of a planned GFA of approximately 722,000 sq.m.. The project is
located in Wuxiang New Zone at the north of Yudong Avenue (EJA X&) in Liangqing
District, Nanning.
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2017 Major Honours and Awards

The Group

Skyfame was ranked 177th and 192nd nation-wide among mainland real estate developers according to the
“2017 China Real Estate Enterprises Top 200" by contracted sales area and amount respectively as published
by CRIC Research Center.

Skyfame received the awards of “2017 Guangxi International Real Estate Brand” from Nanning Evening
News and Guangxi Radio FM950.

Nanning Skyfame City Project
Nanning Skyfame City Project (Note) was ranked 90th nation-wide property project according to the “2017
Real Estate Project Top 100 by Contracted Sales Amount” as published by CRIC Research Center.

Nanning Skyfame City Project won the “2017 Guangxi Real Estate Energy Awards — Super High Rise City of
Quality Metropolis” from Nanning Evening News and Guangxi Radio FM950, “2017 Most Popular Property
of the Friends of Residence Award” from Guangxi Real Estate Festival Committee and Friends of Residence
Network, “Guangxi Golden Brick Award — 2017 Regional Model Property” from Guangxi Daily Media
Group, Southern Morning Post and Home Weekly and “Regional Signature Property Headline Award” from
Headline Daily.

Our project company, Nanning Tianyu Jucheng Realty Company Limited, won the “Guangxi Golden Brick
Award - 2017 Guangxi Real Estate City Motivating and Contributing Award” from Guangxi Daily Media
Group, Southern Morning Post and Home Weekly.

Zhoutouzui Project

Guangzhou Skyfame Byland Project received the award of “2017 China Real Estate Championship — the
Ultimate City Benchmarking Luxurious Residence” from Netease Real Estate, Guangdong Real Estate
Chamber of Commerce and China Real Estate Championship Judging Committee and “Popularity Ranking -
2017 Valuable Real Estate in Guangzhou Property Market” from Fang.com.

Xuzhou Skyfame Time City Project

“Community of Mr. Fish” of Xuzhou Skyfame Time City Project won the “2017 Xuzhou Most Influential
Property Award” from Fang.com and was also recognized as the “Best Selling Property” by Xuzhou Station
of Tencent Real Property.

Note: Nanning ASEAN Maker Town Project and Nanning Skyfame Garden Project are collectively named as “Nanning
Skyfame City” (“F3 %8 K25").
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A. BUSINESS REVIEW
The year 2017 was another record-breaking year of the Group. During the year, the Group put
four projects on sale, namely Zhoutouzui Project in Guangzhou, Nanning Skyfame Garden Project,
Skyfame Nanning ASEAN Maker Town Project and Xuzhou Skyfame Time City Project. Contracted
sales of RMB5.8 billion in total were achieved, a 38.6% rise from the contracted sales of 2016 and
26.2% exceeding our target of RMB4.6 billion.

The Group’s contracted sales and recognized sales of properties by projects for 2017 are summarised

below:
Contracted Sales Sold and Delivered

Saleable Saleable
Project Gross Amount GFA Gross Amount GFA
RMB’million sq.m. RMB’million sq.m.
Zhoutouzui Project 1,121 17,388 3,466 84,866
Nanning Skyfame Garden Project 153 11,637 811 132,313

Skyfame Nanning ASEAN Maker Town
Project 3,516 318,819 - -
Xuzhou Skyfame Time City Project 1,013 160,904 - -
Total in year 2017 5,803 508,748 4,277 217,179
Total in year 2016 4,188 407,377 1,492 189,502

The high-end residential properties of Zhoutouzui Project in Guangzhou were substantially
completed during the year for which sale contracts of RMB1.12 billion had been made and RMB3.47
billion were recognised as revenue, gross of direct tax, for the year upon delivery of properties
in 2017. Likewise, Nanning Skyfame Garden Project had contracted sales of RMBO0.15 billion and
RMBO0.81 billion have been recognised as revenue, gross of direct tax, for the year. Both the GFA
and average selling price of properties delivered were on the rise, i.e. GFA delivered grew from
approximately 190,000 sg.m. in 2016 to approximately 217,000 sq.m. for the year and average selling
price per GFA grew from approximately RMB7,900 per sq.m. to approximately RMB19,700 per sg.m..
The increase in volume of floor areas delivered led to a 174.8% leap in revenue, net of direct tax, for
the year to RMB4.04 billion. The higher average selling price of properties sold explains the marked
improvement in profitability from 19.3% for 2016 to 21.2% for the year.

In midst of the continuing stringent austerity policies implemented by local governments in the
first and second-tier cities that have generally frustrated demand for properties, contracted sale
performance of our Group is yet still above our expectation. Our projects in low second-tier cities,
such as Nanning and Xuzhou where property prices are supported by solid demand from first-time
buyers or upgraders, have not been adversely affected by the regulatory measures.
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PROPERTY PORTFOLIO

As at 31 December 2017, the Group has six projects under development for which four projects are

on sale. For land reserve, we hold three projects for future development which construction has not

been commenced as at 31 December 2017, pending the obtaining of land use right certificates on

fulfillments of certain conditions. In addition, to prepare for increasing land reserve in a longer time

horizon, we have entered into agreements with relevant parties in some projects in Guangzhou and

Shenzhen in which we actively participate in the renovation of land plots which are included in the

urban renewal programs of the district governments, though it may take some time before we are

given the official permits to commence the construction works of the new districts.

Projects under development
1.1.  Projects under development as at 31 December 2017

As at 31 December 2017, the Group engaged in a total of 4 property projects under

development. The Group's project portfolio renders a total GFA of approximately 3,374,000

sq.m. (total saleable GFA of approximately 2,703,000 sg.m.), out of which saleable GFA of

approximately 85,000 sq.m. in Zhoutouzui Project and 183,000 sq.m. in Nanning Skyfame

Garden Project have been delivered.

The table below sets out details of our property projects under development in mainland

China on hand.

Estimated
total  Accumulated Accumulated
Estimated  saleable saleable saleable
total GFA GFA GFA
Project Location  Property type GFA (Note) ~ contracted delivered
(g.m)  (sqm) (sq.m) (sq.m)
Zhoutouzui Project ~ Guangzhou  Residential & 320,000 152,000 98,000 85,000
commercial
Nanning Skyfame Nanning  Residential 1,212,000 945,000 578,000 183,000
Garden Project & ancillary
commercial
Skyfame Nanning Nanning  Composite 1,405,000 1,204,000 397,000 -
ASEAN Maker Town development
Project
Xuzhou Skyfame Time ~ Xuzhou Residential 437,000 402,000 161,000 -
City Project & ancillary
commercial
Total 3374000 2,703,000 1,234,000 268,000
Note:

Estimated
completion
year

2017 to
2018
2016 to
2018

2018 0
2022

201810
2019

The
Group's
interest

100%

80%

100%

90%

Total saleable GFA excludes unsaleable area for municipal facilities, saleable GFA allocated to a cooperative

partner and resettlement housing to be provided without compensation in certain projects.
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Zhoutouzui Project
The project, named as “Skyfame
Byland” ("XZ¥&"), is held by a sino-
foreign cooperative joint venture
enterprise which is jointly controlled
by the Company and a third party,
Guangzhou Port Group Co., Limited (&
MELBEEBR AT, "Port Authority”), an
original user of the land who is entitled
to share 28% in GFA of the completed
properties. The legal title over the
remaining 72% of the completed
properties rests with the Group.
Guangzhou Skyfame Byland — Night View
The site, opposite to the renowned
White Swan Hotel, offers a full waterfront view of the Pearl River. The project, situated on a
site of 43,609 sg.m., is a mixed-use development with a total GFA of approximately 320,000
sg.m., consisting of 7 towers comprising residential apartments, offices, serviced apartments,
and municipal and other facilities, underground car parking facilities and supporting
commercial facilities.

The entire project, other than tower A1 which is under interior decoration works, was
completed in June 2017. Saleable GFA of approximately 81,000 sq.m. in tower A4 and A5
and some car parking spaces were handed over to the Port Authority, and saleable GFA of
approximately 85,000 sq.m. were handed over to buyers during the year. Contracted sales of
RMB810 million made up to 31 December 2017 will be booked as revenue in 2018 when the
relevant properties are handed over. As of 31 December 2017, GFA of approximately 23,000
sq.m. representing 57 residential units in tower A2 and A3, GFA of approximately 9,400 sq.m.
of serviced apartments in tower A1, and about 1,100 car parking spaces are saleable but
uncontracted and 800 car parking spaces are retained by the Group for long-term leasing

purpose.
Nanning Skyfame Garden Project AR
Nanning Skyfame Garden Project and ‘/" 2096'6,,
Skyfame Nanning ASEAN Maker Town Jone 7 "\:::*."
Project are collectively branded as /' }'
“Nanning Skyfame City” (“F8ZEREH"). = ‘:' //'

,' \\‘\v,,
Nanning Skyfame Garden Project is ’/‘3:\\ [N .
situated in Wuxiang New District (A% <x" \:::\Zonﬂ \\\
#i[Z), a new zone in Nanning, Guangxi \\ 2one 4 \::\\ PRt
province. The project is developed into . \\:.: ’ R
a residential district, namely “Nanning \\\ /,:::/ Zone 5 \\\
Skyfame Garden” ("MEXEBREE"), \‘::’/ JORN ,/:’
with a total GFA of approximately \\,/” S el
1,212,000 sg.m., consisting of GFA of RN

approximately 923,000 sq.m. (saleable Nanning Skyfame Garden Project

GFA of approximately 700,000 sq.m.) for

residential and retail properties and car parking facilities for sale and GFA of approximately
289,000 sg.m. (saleable GFA of approximately 245,000 sq.m.) of residential and commercial
units for compensated housing for the resettlement of the original occupants. The project is
divided into five zones.
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As of 31 December 2017, 62 out of
a total 65 towers have been roof-
topped and construction works
of 35 residential towers were
completed. An aggregated saleable
GFA of approximately 578,000 sq.m.
(representing 92.7% of area on
sale) have been contracted at sale
values of approximately RMB3.72
billion. Physical delivery to buyers are
scheduled to take place by phases
through late 2016 to 2018 for which
an aggregated saleable GFA of
approximately 183,000 sq.m. have

Nanning Skyfame Garden

been delivered up till 31 December 2017. In addition to the commodity properties, aggregated

saleable GFA of 245,000 sq.m. will be delivered in 2018 to original land occupants for

resettlement housing for which sale proceeds approximately RMB1 billion have been received

from the district government according to the terms of the land transfer.

West Zone

East Zone

Skyfame ASEAN Maker Town Project

Skyfame Nanning ASEAN Maker Town
Project

The development covers three land plots
of site area of 194,221 sq.m. (equivalent to
291.33 mu) located at the north of Wuxiang
Da Road, Wuxiang New Zone (RAZ#E),
Liangqing District, Nanning. Guangxi.

The project is a complex development
divided into east and west zone and is
developed by phases. Planned total GFA
is about 1,405,000 sq.m. (saleable GFA of

approximately 1,204,000 sq.m.). The east zone consists of A-class offices, retail properties and

an international 5-star hotel to be branded as the Westin Nanning in a skyscraper named as
the Skyfame ASEAN Tower (“XZHEBIE") to be built as well as serviced apartments, retail

properties, and ancillary facilities developed for youngsters named as “the World of Mr.

Fish” (“@LEmtER"). The west zone consists of residential and retail properties named as

“Skyfame Byland” (" X2 &"). Construction works of properties in both zones are expected

to be completed between the years from 2018 to 2022. The development, when completed,

will be surely a landmark in Wuxiang New District.

Up to 31 December 2017, residential
and commercial units of saleable
GFA of approximately 405,000 sq.m.
are on presale, for which sales of
approximately RMB4.16 billion
(saleable GFA of approximately
397,000 sq.m.) have been contracted.

West Zone of Skyfame ASEAN Maker Town Project

11
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1.2.

Xuzhou Skyfame Time City Project

Xuzhou Skyfame Time City Project

The plot of Xuzhou Skyfame Time City
("HMKEEARH"), a site of 173,000
sg.m., was acquired through a public
auction in December 2016. The land
is located at the Xuzhou Quanshan
Jiangsu Economic Development Zone
OIBRMRILLERER) of Xuzhou,
Jiangsu province. It is situated in Times
Avenue South and Xufeng Highway
West in Xuzhou and will become an eco-

residential and commercial development.

Total GFA is about 437,000 sq.m. (saleable GFA of 402,000 sg.m.), inclusive of an underground
area of about 57,000 sq.m.. Construction works are expected to be completed in three phases

by end of 2019.

Construction works commenced in early
2017, the first phase of pre-sale has
been launched in July 2017. Up to 31
December 2017, residential and retail
units of saleable GFA of approximately
193,000 sg.m. are on presale, for which
sales of approximately RMB1.01 billion
(saleable GFA of 161,000 sg.m.) have been
contracted.

Projects held for development
As at 31 December 2017, the Group,

Xuzhou Skyfame Time City Project

held through its subsidiary and joint venture arrangement, 2 property projects for which

construction is pending the obtaining of land use right certificates on fulfillments of certain

procedural conditions. Investments made on these projects are presented as “Prepayments or

Deposits for Proposed Projects” on the Consolidated Statement of Financial Position”. Adding

onto the Chongqging Danzishi Project which was newly acquired in March 2018, the Group’s

portfolio of project held for development as at the date of this announcement renders a total

GFA of approximately 2,031,000 sq.m. (total saleable GFA of approximately 1,463,000 sq.m.).
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Zhongshan Project

Zhongshan Project
The project is located in Tsui Sha Road, Rainbow Planning
Zone, at the north of West Zone, Zhongshan, Guangdong

province.

The project is a residential with ancillary commercial
development. Total GFA is about 105,000 sq.m. (total
saleable GFA of approximately 88,000 sg.m.), inclusive of
an underground area of about 16,000 sg.m.. Construction
works are expected to be completed in 2019. The project
was acquired in May 2017 which is part and parcel of a
land of an existing residential development project. As at
26 March 2018, the management was in the final stage of

transferring the land title from the original project company to a subsidiary of the Group. The

first phase of pre-sale will be launched in the first half of 2018.

Nanning Yudong Project

The Group participated in a joint

venture arrangement with 40% equity

interest in a joint venture company

formed with two local developers. The

land was newly acquired by the joint

venture company through public auction

in December 2017. The project is located

in the core area of Wuxiang New Zone

at the north of Yudong Avenue (EAA
78) in Liangqging District, Nanning.

Nanning Yudong Project

The site area is about 138,000 sq.m with a planned GFA of approximately 722,000 sq.m.

(saleable GFA of 443,000 sq.m.). The project, namely “Impression of Sandalwood House"” (“18

I o EN5") includes residential and commercial properties for sale, properties for resettlement
of original occupants (not less than GFA of 138,000 sq.m.), primary school and municipal

facilities. Construction works are expected to be completed in phases by 2021.

Chonggqing Danzishi Project, Phase 2

Chongqing Danzishi Project

In January and March 2018, the Group entered into
agreements with two vendors to acquire the entire
interest in the project company of Chongqing Danzishi
Project through step-up acquisitions, the final phase of
which will be completed in 2019. Total consideration
of the acquisitions for entire equity interest of the
project company and shareholder’s loan is approximately
RMB4.84 billion, subject to an adjustment of interest to
be accrued on the shareholder’s loan.

13
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1.3.

The project covers the development of two parcels of land under six land use right certificates
covering an aggregate GFA of 1,204,000 sg.m that are situated in a central CBD district in
the city of Chongging. The project is developed by phases, for which phase 1 development
commenced in 2015 with a total GFA of approximately 313,000 sq.m.. Total saleable
area is 309,000 sg.m., of which residential properties and serviced apartments of GFA of
approximately 41,000 sgq.m. were delivered to buyers in 2017. The other saleable GFA of
approximately 99,000 sq.m. were contracted and the remaining saleable area of approximately
169,000 sq.m. are in final stage of development. Phase 2 of Chongqging Danzishi Project
consists of a total GFA of 891,000 sq.m. for which construction has not commenced but the
surface of the land has been cleared. Under the requirement of one of the land transfer
contracts for the development in phase 2, the project company has to retain an aggregate
saleable GFA of 248,800 sq.m. for long-term investment purpose and not for sales.

Summary
The above 7 projects under development render the Group a total GFA of approximately
5,405,000 sqg.m. (total saleable GFA of approximately 4,166,000 sg.m.).

Projects for future development

The Group holds some projects for imminent development in the coming future upon the fulfilment

of certain outstanding conditions such as governmental consent to buy properties developed from

the projects for resettlement housing, approvals on the conversion of land uses from industrial to

commercial, and the grants by governments of development rights of old district in urban area that

are to be remodelled. Applications or negotiations with local governments are being undertaken

in the meantime, and development will be commenced right after the necessary approvals have

been obtained. Investments made on these projects are presented as “Prepayments or Deposits for

Proposed Projects” on the Consolidated Statement of Financial Position”. These investments are at

material values and can render to the Group an aggregate GFA of 448,000 sg.m. in land reserves.

Details of these investments are summarized as follows:

Xuzhou Skyfame Maker Town Project

The land of this project was acquired through

public auction in June 2017 for development of

residential properties with an aggregate GFA
of 184,000 sq.m. (total saleable GFA of 159,000
sg.m.), and is located 1 km apart from Xuzhou

Skyfame Time City Project.

The management is discussing with the local

government about a proposal of supply of

resettlement housing for occupants affected

by town development plans in Xuzhou out

of the properties developed in this project.

Construction works will be commenced upon

Xuzhou Skyfame Maker Town Project

reaching conclusions in 2018.
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Shenzhen Dachitdat Project

The land of this project, a subject of an old district
remodelling project, is under demolition and the
project company is in the final stage of the application
of the development right for a development of an
aggregate GFA of 142,000 sq.m. (total saleable GFA of
119,000 sq.m.) for innovative industrial and serviced
apartment uses. The project located on the southeast
of Guangming New Zone, Shenzhen.

Construction can be commenced once the
development right is granted and is expected to take
place in the later months of 2018.

Guangzhou Luogang Project
Guangzhou Luogang Project is located at the north
of Yin Tong Road of Yonghe District in Huangpu,

Shenzhen Dachitdat Project

Guangzhou, the PRC. Our Group plans to develop the project into serviced apartments and

commercial properties. The project occupies a site of 50,263 sq.m. with a planned aggregate GFA of
approximately 122,000 sq.m. (total saleable GFA of 101,000 sq.m.).

Commencement of construction is pending the obtaining of government approval for the conversion

of the land use from industrial to commercial. Negotiations with the local government have been in

progress.

Potential land reserves
3.1 Refurbishment of old urban areas

3.2

We are participating in certain projects that are the subject of refurbishment of old urban
areas in Guangzhou and Shenzhen. The development parameters of these projects are still
under plans of the local governments and the commencement of these projects are pending
the finalization of development parameters set out by governments. If the development
plans are materialized, these projects can render to the Group additional land reserves of
an aggregate GFA of 6,594,000 sg.m.. Investments made on these projects are included as
“Prepayments or Deposits for Proposed Projects” on the Consolidated Statement of Financial
Position.

Intended bids for lands

We have entered into certain framework agreements with local governments in Nanning,
Guilin, Xuzhou and Kunming for land purchases through pending auctions scheduled in 2018
and 2019. If the auctions become materialized, the Group will contract an additional land bank
of GFA of 10,616,000 sq.m..

Upon obtaining the governmental approval of development plans of the subject zones of urban area

refurbishment and completion of pending land auctions as set out above, the Group is enabled to
build up an additional land bank of a total estimated GFA of 17,210,000 sg.m..
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4. Overview of project portfolio
Counted in the potential land reserves, all in all, the Group has a total project portfolio of GFA
of 23.1 million sq.m. that will provide sufficient resources to the Group to pave the way for its
continuing growth in the approaching time horizon.

C. INVESTMENT PROPERTIES
The Group also holds three investment properties for regular leasing income with details as follows:

Commercial podium at Tianyu Garden Phase Il

A 17,300 sq.m. commercial podium at Tianyu Garden Phase Il in Tianhe District, Guangzhou was
revalued at an open market value totaling RMB469.0 million as at 31 December 2017. An area
of 4,700 sg.m. of contemporary co-working places and serviced offices are leased out to start-up
enterprises and small tenants. The other 12,600 sq.m. retail and offices units, are also fully occupied.

Office premise at Capital Centre

A 8,700 sq.ft. office premise at Capital Centre (Formerly known as “AXA Centre”) in Wanchai, Hong
Kong was fully occupied and was revalued at an open market value of approximately RMB146.4
million (approximately HK$175.1 million) as at 31 December 2017.

Car parking spaces, in Guangzhou Skyfame Byland
800 car parking spaces in Zhoutouzui Project were put for long-term leasing during 2017. The project
company has outsourced the management of these car parks to a third party at a fixed management
fee with certain rent-free period. These car parking spaces were revalued at an open market value
totaling RMB479.0 million as at 31 December 2017.

D. BUSINESS OUTLOOK

We could not see a high chance of relaxation of the city-specific tightening regulatory policies on real
estate development industry on the mainland in regions where sales are robust, but for those non-
hot second-tier cities, where our projects in Nanning and Xuzhou situate, we foresee property prices
remain to grow in a steady manner thanks to strong demand from end-users and upgraders. The
management expects the general property market on the mainland will be gradually stabilized in the
wake of the growing economy that has, to an extent, offset the effect of the austerities introduced
by regulators in the past years.

On the ground of the Group’s year-on-year improving sales in recent years, we remain positive in
the sale performance of the Group in the coming months of 2018. Foreseeing that Skyfame Nanning
ASEAN Maker Town Project and Xuzhou Time City Project will play the lead in contracted sales
in 2018, the management is confident on achieving an annual sale target of RMB8 billion, a rise
of 37.9% from the actual contracted sales in 2017. The stepped-up target is mainly driven by the
expected contributions from three new projects, namely Zhongshan Project, Nanning Yudong Project
and the newly acquired Chongqging Danzishi Project.

To maintain a steady momentum in our ongoing sales, we have well-defined business strategies in
land bank building. In acquisition of land reserves, we aim to strike a healthy balance between our
growth in land reserves and financial liquidity. Our budget for land acquisitions in the coming years is

aligned to a reasonable proportion of cash internally generated from sales and external financing.
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We are a developer focusing on the development of projects that specifically cater for the community
living of young and first home buyers. To this end, the Group delegates its attention on development
of projects that are specifically designed to accommodate the living needs of young home buyers.
With detailed analysis on the geographical and demographic information of the sites, we develop
projects with standardized designs in layouts of residences and the all-rounded surrounding
facilities to be built in these community projects, satisfying not only the basic living needs, but
also the demand for entertainment, education, medical care of the occupants and the start-up of
entrepreneurs in co-working spaces set up in the community projects. Focusing in youth community
developments, the Group will expand into easily accessible and populated regions at the outskirts of
key cities and in the frontline of urbanization on mainland China.

We now have a team of 11 staff delegated in putting business plans of youth community projects into
reality. The provision of services to support the living needs of residents of and start-up enterprises in
co-work spaces established at our youth community developments will generate income to the Group
by our collaborating with renowned corporations in the sectors of entertainment, education, medical
care and co-work places operations. As well, we assist start-up enterprises set up in our pilot co-
work place in Guangzhou by investing in potential business incubated by some enterprises, and this
type of investments is expanding when increasing business ideas are nourished in these incubators.
Commenced in 2016, operations of the youth community developments have not had material
operating profits or losses to the Group yet. This business segment is not only an ancillary business
line to our property developments for young buyers, but will also be an income driver to the Group in

the near future as and when increasing youth community projects are completed and put into use.

FINANCIAL REVIEW

Sales Turnover and Margins

Property sales of the Group climbed to a record high level to RMB4,042.8 million for the period, an
increase of 174.8% compared with the corresponding year. The surged turnover is due to the increase
in floor areas delivered at higher selling prices. During the year, the Group delivered residential units
in Zhoutouzui Project and Nanning Skyfame Garden Project an aggregate saleable GFA of 217,000
sg.m. at an overall average selling price of RMB19,700 per sq.m. (2016: RMB7,900 per sq.m.), whilst
a total saleable GFA190,000 sq.m. in Nanning Skyfame Garden Project, Tianhe Project and Yongzhou
Project were delivered in 2016.

Gross margin on property sales is 21.2% (2016: 19.3%), Costs of properties sold include write-down
in carrying values of RMB131.3 million in respect of properties developed or under development
in Nanning Skyfame Garden Project to pre-agreed prices as contracted with local government for
resettlement housings. Excluding this effect, the gross margin should be 24.5% which is improved by
the higher margin in the high-end apartments sold in Zhoutouzui Project whilst properties sold in
2016 attracted smaller margins.

The leasing of properties at the commercial podium at Tianyu Garden Phase Il in Guangzhou and
offices at Capital Centre in Wanchai, Hong Kong, the Group’s secondary line of business, contributed
a total revenue of RMB17.6 million (2016: RMB16.6 million). The leasing activities bring a stable
margin of 89.7% to the Group (2016: 90.0%).

The property management company provides a relative stable income of RMB20.1 million for the year
(2016: RMB20.1 million). The operation enjoys a margin of 49.1% (2016: 59.2%).
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Due to the higher margin of and bigger revenue contributed by property sales during the year,
boosting both revenue and margin, we have achieved gross profit of RMB883.1 million (2016:
RMB311.3 million) at an overall gross margin for the year rose to 21.6% (2016: 20.7%).

Operating Expenses

In line with the high contracted sales in Zhoutouzui Project and Skyfame Nanning ASEAN Maker
Town Project, sale commission for the period surged 112.6% to RMB89.9 million. Together with
other marketing expenses, total selling and marketing expenses amounted to RMB152.9 million
(2016: RMB107.0 million), a 43.0% rise year-to-year. Administrative and other operating expenses,
amounting to RMB219.8 million, increase 34.4% from RMB163.6 million for 2016. Included in
administrative and other operating expenses are staff costs of RMB116.6 million, the biggest expense
item. Total staff costs incurred during the year amounted to RMB180.1 million (2016: RMB157.1
million), grew 14.6% from last year, of which RMB47.4 million were capitalised as development costs
of properties under development.

Finance Costs

Finance costs, including arrangement fees and interests charged on indebtedness, amounted to
RMB332.6 million for the year (2016: RMB217.2 million). The costs increased 53.1% in pace with the
increased indebtedness in the second half of the year for financing the expanding business activities.
Most of the finance costs incurred were capitalized as costs of projects under development, leaving
RMB33.1 million (2016: RMB3.0 million) charged against operating results for the year. Despite the
increased finance costs incurred in the current year, thanks to the improved financial positions and
operating results of the Group in recent years, its blended borrowing costs was reduced from 9.0%
per annum for 2016 to 8.4% for 2017.

Non-operating Items
Non-operating items include the following:

(a) unrealised gain of RMB111.9 million on exchange of offshore loans denominated in HK$ and
US$ to RMB as a result of the appreciation of RMB against HK$ and US$ during the year (2016:
loss of RMB97.2 million);

(b) gain on investment properties revaluation of RMB35.7 million (2016: RMB10 million) and
properties valuation of RMB353.4 million arose when 800 car parking spaces in Zhoutouzui
Project were newly completed and put for leasing during the year;

() fair value changes of RMB13.1 million (2016: RMB11 million) in respect of derivative financial
assets and liabilities that are embedded in the redemption rights attached to the Company’s

unsecured bonds;

(d) loss of RMB23.4 million on early repayments of two term loans with HK$560 million and US$60

million respectively.
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Taxation

Provision in taxation included provision for land appreciation tax on properties sold in Zhoutouzui
Project of RMB170.8 million (2016: RMB4.9 million), provision of RMB198.3 million (RMB60.2 million)
for corporate income taxes on assessable earnings for the year, and deferred tax liabilities of
RMB122.1 million arising on surpluses on revaluation of leased properties (2016: deferred tax asset of
RMB55.6 million) and withholding tax estimated at RMB40.0 million on final dividend proposed. Due
to the low land cost of Zhoutouzui Project, the project company is subject to a comparatively higher
land appreciation tax payable upon the recognition of sales of properties in the project.

Profits Attributable to Shareholders

The Company had a consolidated after-tax profit of RMB547.3 million for the year. Netting the loss
of RMB3.2 million shared by non-controlling shareholders of subsidiaries, consolidated profit of
RMB550.5 million was attributable to the shareholders of the Company for the year.

Liquidity and Financial Resources

1. Asset Base
2017 2016
Change in % RMB’000 RMB’000
Total assets 16.8% 16,252,454 13,920,633
Net assets 32.1% 2,378,627 1,799,968

Upon completion of Zhoutouzui Project in mid-2017, there remains residential units and
serviced apartments of GFA49,000 sq.m. and about 1,100 car parking spaces unsold. Together
with completed properties of GFA491,000 sg.m. in Nanning Skyfame Garden, mostly consisting
of resettlement housings contracted with government and residential units contracted with
home buyers that will be delivered in 2018, properties held for sale amounted to RMB3,754.2
million. Properties under development, with total carrying costs of RMB3,552.4 million, is the
second asset category. Total assets also include prepayments and deposits paid for proposed
projects totaling RMB1,385.3 million, investment properties at fair market values totaling
RMB1,094.4 million, investment costs in project held for development in Xuzhou Maker Town
Project of RMB488.1 million, leasehold land and building for self-use, plant and equipment
totaling RMB239.5 million, restricted cash and pledged deposits of RMB1,313.3 million, cash
and cash equivalents of RMB2,983.8 million, and trade and other receivables of RMB1,200.8
million.
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Capital structure and liquidity

The indebtedness of the Group aggregates to RMB4,287.6 million at the year-end date,
representing an increase of 23.6% from that on the last year-end date. Indebtedness of the
Company includes money market loans of RMB506.8 million which are secured by deposits
or guaranteed by letters of credits issued by banks that are backed up by cash deposits of
RMB456.5 million and short-term investment in an insurance policy of RMB100.0 million.
Excluding these deposit backed-up loans, the indebtedness of the Group amounted to
RMB3,780.8 million at the year-end. The increase of indebtedness is in pace with the financing
required for new project or land acquisitions. The details and maturity profile of the
indebtedness are illustrated as follows:

Total
Within 1to2 2to5 Over 5 carrying
one year years years years amount
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Bank and other borrowings
- Secured bank borrowings 955,190 1,063,494 87,130 111,554 2,217,368
- Other secured borrowings 216,008 623,164 200,000 - 1,039,172
- Unsecured borrowings - 120,927 107,706 790,121 1,018,754
1,171,198 1,807,585 394,836 901,675 4,275,294
Derivative financial liabilities - 5,791 6,406 136 12,333
1,171,198 1,813,376 401,242 901,811 4,287,627

Gearing ratio, calculated as total indebtedness net of cash and cash equivalents (including a
short-term investment in insurance policy) (the “Net Debt”) divided by the equity attributable
to shareholders of the Company plus Net Debt), drops to 24.3% as at year-end date(2016:
42.4%) as a reflection of the stronger equity base and lower net debt, despite the increased
indebtedness. The Net Debt amounted to RMB747.3 million (2016: RMB1,299.6 million) at
the year-end date. The maturity of the indebtedness shows that the Group’s indebtedness
bears a longer duration than the prior years. An aggregate amount of RMB1,171.2 million
of the indebtedness, representing 27.3% (2016: 31%) of total indebtedness, are due to be
repaid within one year, indicating that the indebtedness generally have a longer duration to
maturity.
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2017 2016
Change in % RMB’000 RMB’000
Current assets
Properties held for development 202.8% 488,072 161,160
Properties under development -55.4% 3,552,378 7,971,027
Properties held for sale 2,018.3% 3,754,243 177,228
Consideration receivable
- current portion -100.0% - 277,401
Loan to a non-controlling shareholder of
a subsidiary -100.0% - 52,900
Trade and other receivables 39.3% 1,200,792 862,037
Prepayment/deposits for
proposed projects 125.6% 1,385,269 614,093
Short-term investments - 100,000 -
Prepaid income tax -100.0% - 93,368
Restricted and pledged deposits 33.0% 1,313,264 987,290
Cash and cash equivalents 66.3% 2,983,799 1,794,440
Sub-total (A) 13.8% 14,777,817 12,990,944
Current liabilities
Trade and other payables 15.4% 1,374,346 1,190,525
Properties pre-sale deposits 7.3% 7,821,274 7,290,196
Bank and other borrowings
- current portion 9.7% 1,171,198 1,067,634
Derivative financial liabilities
- current portion -100.0% - 11,177
Income tax payable - 137,192 -
Sub-total (B) 9.9% 10,504,010 9,559,532
Net current assets (A-B) 24.5% 4,273,807 3,431,412
Current ratios (A/B) 3.5% 1.41 1.36

Current assets were steadily maintained at RMB14,777.8 million as at the year-end. Cash, or its

equivalents and restricted deposits, amounting RMB4,297.1 million, constitutes 29.1% (2016:

21.4%) to total current assets, indicating a stronger liquidity position.

Total current liabilities at the year-end amounted to RMB10,504.0 million, representing a mild

increase of 9.9% from last year-end date. The increase in current liabilities is mainly caused by

the growing presale deposits received from projects on sale during the year.

The current ratio, being 1.41 times at the year-end (2016: 1.36 times) indicates improvements

in the Company’s strength to liquidate assets to meet with its loan repayment commitments.
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3. Borrowings and pledge of assets

The office units at Capital Centre in Hong Kong and office premises at HNA Tower in
Guangzhou and certain commercial units at the commercial podium in Tianyu Garden Phase I
in Guangzhou and project interests under development in Nanning are mortgaged in favour
of commercial banks to secure for financing facilities granted to the Group for its general
working capital. In addition, cash deposits and a short-term investment in an insurance
policy are placed with commercial banks to secure for the Group’s repayment performance
of the money market loans. Equity interests held in two subsidiaries and 321,860,000 shares
of the Company owned by the Company’s controlling shareholder are charged as security in
favor of two financial institutions for two loans. As at 31 December 2017, the outstanding
total balances of these secured indebtedness amounted to RMB3,256.5 million whilst the
pledged assets and the underlying assets carried an aggregate estimated realizable value
of approximately RMB8.9 billion measured by open market values as at the year-end
date. The securities provide the creditors with sufficient cover on their lending. Overall,
adequate financial resources are in place to support the Group to serve the repayment of its
indebtedness.

CONTINGENT LIABILITIES
The Group had no other material contingent liabilities as at 31 December 2017 (2016: Nil).

TREASURY MANAGEMENT

The Group is principally engaged in property development activities which are all conducted in the
PRC and denominated in RMB, the functional currency of the Company’s principal subsidiaries. At the
same time, certain financing, property leasing, investment holding and administrative activities of
the Group are carried out and denominated in HK or US dollars. At the year-end date, the Group has
foreign currency denominated borrowings and financial derivatives equivalent to RMB2,114.4 million,
representing 49.3% of total indebtedness, and a property in Hong Kong at carrying value equivalent
to RMB146.4 million. Other material assets and liabilities are denominated in RMB.

In contrast with 2016, RMB strengthened against HK and US dollars in 2017 by around 6.6% and
5.8%, turning around the depreciation pressure experienced in 2016. As a result, net unrealised
foreign exchange gains of RMB111.9 million were recorded when liabilities denominated in foreign
currencies are converted into RMB in the financial accounts. In addition, exchange differences
arising from the consolidation of assets and liabilities of a subsidiary operated in Hong Kong as at 31
December 2017 results to an exchange loss of RMB2.8 million which is charged against the exchange
reserve that forms part of the equity of the Company.

We believe the central government’s currency policy will be neutral in the coming year and therefore
foresee that RMB will turn stable. However, depreciation of RMB may happen, bringing negative
impacts on the profitability of the Group when losses are incurred upon conversion of foreign
currency denominated indebtedness into RMB on maturities or at reporting dates. Unfortunately,
the Group does not have natural hedge against depreciation of RMB. Taking account the costs
and possibilities of depreciation of RMB, we do not carry hedging instruments to counter currency
exposure, but will monitor actively our exchange exposure so as to manage the risks by feasible
approaches such as reducing foreign currency debts or, if at reasonable cost, taking useful hedging
instruments at appropriate timing.
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RISKS MANAGEMENT

There are lots of business risks that our management has to face and cope with. Amongst, in
particular under the increasingly stringent austerity measures imposed on the property market,
property sales may be dragged and becoming unpredictable, leading to illiquidity in cash flows. In
addition, the cooled-down capital market on the mainland makes financing for new acquisitions
especially uneasy. Assessing regularly the possible risks and their impacts on the business and
operational environment, our management reviews the business and financial position of the Group
from time to time and develops strategies to alleviate the impacts that may be induced by risks. The
board of directors of the Company has set up a risk management committee to assist the directors to
formulate strategies and drive the management in the development of policies to identify risks and
implement procedures to counter the risks in priority of their significance.

EMPLOYEES
The Group recruits suitable staff in capable caliber to fill vacancies created as a result of the

growing business. As at 31 December 2017, including three executive directors of the Company, the
Group employed a total of 742 full-time staff, of which 158 work in site offices, 154 in the head
office in Guangzhou and Hong Kong for central management and supporting work in the property
development and leasing business and 430 full-time staff in the property management offices in
Guangdong provinces, Xuzhou, Yongzhou and Nanning. Employees are remunerated according
to qualifications and experience, job nature and performance. They are incentivized by bonuses
benchmarked on performance targets and options to acquire shares of the Company. Besides,
training programs are offered to management trainees and staff at all levels. Remuneration packages
are aligned with job markets in the business territories where the staff are located.
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EXECUTIVE DIRECTORS

Mr. YU Pan (Chairman and Chief Executive Officer)

Aged 53, joined the Company in December 2004 when he took control of the Company through acquisition
of a controlling interest in the Company. Mr. YU has over 28 years of experience in the development of
high-end residential, commercial and hotel projects in the PRC. He is a founder of the prestigious real
estate company, EMKXEZREBBR AT (Guangzhou Tianyu Holdings Group Company Limited*) (5118
EMNTREBREWERZEBR A A, formerly known as Guangzhou Tianyu Real Estate Development Company
Limited*), which was set up in July 1997 and from which the Company acquired some real estate projects in
Guangzhou in 2007. Mr. YU also acts as the chief executive officer of the Company, overseeing the strategic
planning and corporate development of the Group.

Mr. WEN Xiaobing (Deputy Chief Executive Officer)

Aged 49, was appointed as executive director in November 2013. He is also the Deputy Chief Executive
Officer of the Group and President of the Guangzhou head office overall in charge of human resources,
design and business exploration functions in the PRC. Mr. WEN holds a Bachelor Degree in History from
Beijing University (L 51 K5) and is a professionally qualified economist specialized in labor economics in the
PRC. He has over 27 years of working experience in managerial positions in corporations in the PRC.

Mr. WONG Lok
Aged 60, joined the Company in August 2005. Mr. WONG has over 32 years of working experience in senior
management of corporations engaged in property and general trading in Hong Kong and the PRC.

NON-EXECUTIVE DIRECTOR

Mr. LI Weijing

Aged 30, was appointed as non-executive director in August 2017. Mr. LI holds a Bachelor Degree (First
Class Honour) in Business Administration (major in Accounting) in The Chinese University of Hong Kong.
He passed the National Judicial Examination and has obtained legal qualification in the People Republic
of China. Mr. LI passed and obtained Certificate for Passing the National Uniform CPA Examination of
PRC in 2017. He also passed the Qualification Programme of Hong Kong Institute of Certificated Public
Accountants. Mr. LI has worked as an Associate Director of Investment Banking Department in China
Huarong International Holdings Limited since 2014 and currently is the Managing Director of Capital Market
Department of China Huarong International Holdings Limited.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. CHOY Shu Kwan

Aged 63, joined the Company in December 2004. Mr. CHOY holds a Master Degree in Business
Administration and has over 27 years of extensive experience in banking and investment management. He
worked for the CITIC group for 20 years in Hong Kong. Before his resignation in 2007, he was the managing
director of CITIC Capital Markets Limited. Mr. CHOY is also an independent non-executive director of Poly
Property Group Co., Limited (Stock code: 119).
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INDEPENDENT NON-EXECUTIVE DIRECTORS (continued)

Mr. CHENG Wing Keung, Raymond

Aged 58, joined the Company in December 2004. Mr. CHENG is a practising solicitor in Hong Kong. He holds
an honour degree in laws in The University of London and a Master degree of Business Administration
awarded by The University of Strathclyde, Scotland. Mr. CHENG also holds a Diploma in Chinese Professional
Laws in the Chinese University of Political Science and Law, the PRC. He has been appointed by the Hon
Chief Justice Ma of the Court of Final Appeal as a Practising Solicitor Member of the Solicitors Disciplinary
Tribunal Panel with effect from 4 October 2017. Besides, Mr. CHENG has also been appointed by The
Government of the Hong Kong Special Administrative Region as a member of the Panel of the Board of
Review (Inland Revenue Ordinance) with effect from 1 January 2018. Mr. CHENG has over 30 years of
experience in legal, corporate finance, company secretarial and listing affairs. He is an independent non-
executive director in a listed company in Hong Kong, namely Elife Holdings Limited (Formerly known as Sino
Resources Group Limited) (Stock code: 223).

Ms. CHUNG Lai Fong

Aged 50, joined the Company in December 2004. Ms. CHUNG is a practising barrister in Hong Kong. She
holds a Bachelor of Laws (Honours) Degree, a Bachelor of Arts (Honours) Degree in Accountancy and a
Master of Laws in Chinese Law. Ms. CHUNG is also a fellow member of the Association of Chartered Certified
Accountants (UK) and a member of the Hong Kong Institute of Certified Public Accountants, the Institute of
Chartered Secretaries and Administrators (UK) and the Hong Kong Institute of Chartered Secretaries. She has
over 22 years of professional experience in accounting, taxation, company secretarial, legal, regulatory and

corporate affairs.

COMPANY SECRETARY

Ms. CHEUNG Lin Shun

Aged 55, joined the company in March 2005 and has been the Company Secretary of the Company since
then. Ms CHEUNG is also the Vice President in charge of all finance affairs at the corporate level of the
Group. Ms. CHEUNG is a professionally qualified accountant in Hong Kong. She holds a Master Degree
in Professional Accountancy awarded by The Hong Kong Polytechnic University. Ms. CHEUNG is a fellow
member of the Hong Kong Institute of Certified Public Accountants and the Association of Chartered
Certified Accountants in the United Kingdom. She has over 32 years of experience in auditing, corporate
secretarial, accounting and corporate finance obtained from an international accounting firm and a number

of listed companies in Hong Kong.

25



26

SKYFAME REALTY (HOLDINGS) LIMITED

ANNUAL REPORT 2017

BRIEF BIOGRAPHY OF DIRECTORS AND SENIOR MANAGEMENT

SENIOR MANAGEMENT

Mr. LIN Shengjie

Aged 52, is the Vice President of the Guangzhou head office in charge of all general financial operations
in the PRC. Mr. LIN is a Bachelor Degree graduate in finance and accountancy of Guangdong University of
Finance & Economics (JEHRF 4 KE) (Formerly known as Guangdong University of Business Studies (EH &
Z[7) ) and has over 27 years of working experience in the finance and accounting in property development,
direct investments in the PRC, Thailand and Hong Kong.

Mr. XIE Xiaohua

Aged 47, is the Vice President of Guangzhou head office in charge of general project management, costing
and coordinate the operations of projects. Mr. XIE graduated from Sun Yat-sen University (FF [l X ) with a
Doctor’s Degree in Science and holds a senior engineer certificate for geotechnical engineering. He has over
23 years of working experience in the area of engineering management in overall project development.

Mr. ZENG Fanyou

Aged 42, is the Vice President of Guangzhou head office in charge of youth community project, sales and
marketing management. Mr. ZENG graduated from Henan University School of Economics (i F 81 4% £ )
with a Bachelor’s Degree in Economics and holds a Project Management Professional certificate. He has 17
years of working experience in property sales and marketing in the PRC, working for Zhu Jiang Real Estate
Development Co., Ltd. and New World China Land Limited in the past.

Mr. TAN Yongqiang

Aged 54, is the Vice President of Guangzhou head office in charge of city development business that focuses
on the urban renewal projects in Guangzhou and administrative affairs at the Guangzhou head office. Mr.
TAN graduated from South China University of Technology (¥ T K2) with a Bachelor's Degree in
Industrial and Civil Construction. He is also a postgraduate in Business Administration from Western Sydney
University. Mr. TAN has over 21 years of working experience in the area of project management and has
worked in large-scale group in the PRC such as Yuexiu Group (i 555 E) .
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INTRODUCTION
This report covers Skyfame Realty (Holdings) Limited (“Skyfame” or the “Company”), and its subsidiaries

(collectively, the “Group”) for the financial year ended 31 December 2017, and is to disclose the information
on the Group’s management approach and strategy in respect of environmental, social and governance
aspects.

Environmental protection and social responsibility do not only help an enterprise to shape good public
image. In the current capital environment, investors also concern what an enterprise contributes to the
environment and the society. An enterprise with high awareness in social responsibility and environment
protection wins goodwill and thus enhances investors’ interest of investment and confidence in the
enterprise. As a Chinese real estate enterprise listed in Hong Kong, Skyfame takes up its obligations
in environmental and social responsibility while creating value for shareholders and striving for better

performance.

This report discusses what measures the Group takes for the environment, how it creates quality working
environment for employees and how it operates with responsible practices for the interest of customers.
This report is prepared in compliance with the “Comply or Explain” provisions under the Environmental,
Social and Governance Reporting Guide in Appendix 27 to the Rules Governing the Listing of Securities
on The Stock Exchange of Hong Kong Limited. Emissions that are generated in the course of construction
are not included in this report as all developments of the Group are outsourced to its main contractors
for construction. Nevertheless, they are monitored by the Group to ensure they have measures in place to

reduce environmental damage from emissions during operation.

A. ENVIRONMENT
Pollutants are generated in the process of all property development projects. These mainly include: (i)
various kinds of machineries noises produced during construction; (ii) dustings, exhaust air emission
resulted from various kinds of machineries and transportation vehicles, and organic gases emitted
from wastes left during renovation; (iii) wastewater generated from construction sites and domestic
sewage generated by construction workers; (iv) remaining wastes material left in the construction
site and garbage disposed of by construction workers. All these will adversely affect the surrounding
environment, and corresponding pollution prevention and environmental management measures

must be taken to reduce such impact.

The Group selects reliable construction contractors through bidding processes for its project
development. The “Guidelines of Examination and Operation for Construction Entities” ( (T
BAIIREIEZEIES|) ) has been developed by the Group's head office, which specifies that project
engineering management/engineering team shall be responsible to conduct examination and
assessment on construction entities on a quarterly basis. The involved departments include the project
management centre and supervision unit. The examination and assessment work is divided into
three parts, namely work quality, entities’ quality and civilised safety management. The engineering
management department of the project company coordinates the quality, progress, civilised safety,
environmental control management and other matters. The project management centre of the Group
monitors the construction of projects, supervises the project quality, progress, civilised safety and
environmental management as well as takes part in final construction inspection and acceptance. In
the course of examination, the engineering management department of the project company and the
project management centre of the Group shall make sure the construction entities are in compliance
with the established guidelines of the Group, including its environmental measures.

27



28

SKYFAME REALTY (HOLDINGS) LIMITED

ANNUAL REPORT 2017

ENVIRONMENTAL AND SOCIAL RESPONSIBILITY REPORT

A.

ENVIRONMENT (continued)
Construction discharges

A1.

1.

Machinery noises

Construction noises come from various kinds of machineries such as foundation piling
machines, excavators, and bulldozers, etc. with noise levels ranging from 80~110dB(A).
Renovation noises come from machines such as drills, collecting machines, cutting
machines, electric saws and other mechanical noises with noise levels ranging from
70-92dB(A). To reduce the impact on the surrounding environment so that the
boundaries of the construction sites can meet the requirements of “Emission Standard
of Environment Noise for Boundary of Construction Site” ( (GZEBTIHRIRERSIH
IZ#) ) (GB12523-2011), the Group would procure construction entities to take the
following measures to reduce the impact of noise emission:

a. Operation of machineries with high noise levels are prohibited during breaks,
noon time and night time, and any extension of operation due to special
circumstances must be reported and approved by the relevant department.

b. Use mechanical equipment with low noise levels or those equipped with
soundproof or muffler facilities as much as possible and efforts must be made to
reduce noises at the sources of noise generation.

C. The entrances and exits for the construction trucks at the construction sites
should be arranged at places away from sensitive spots.

d. For high noise-level machineries, proper shielding should be installed as an
integrated measure for temporary sound insulation, sound muffling and
vibration damping.

Construction air emissions

Construction air emissions mainly include the dustings resulted from constructions, the
exhaust gas emitted from various construction machineries and transportation vehicles,
and organic waste gases generated during renovation. Dustings mainly come from the
process of handling, transportation and piling of construction materials, which result in
the raising or spillage of dusts. The exhaust gas produced by the access of various kinds
of construction machineries are mainly sulfur dioxide (SO,) and nitrogen oxide (NO)).
Organic waste gases come from toxic gases vaporized from various paints and coatings
on plywood boards, fine wood boards, MDF, and particle boards. These gases include
formaldehyde, benzene, ethanol, radon, polyvinyl chloride, ethyl benzene, polycyclic
aromatic hydrocarbons and the like. To minimise the impact of the dustings to the
surrounding atmosphere, the Group would procure construction entities to take the
following preventive measures:

a. Construction sites should be 100% enclosed, and road surfaces within the
construction sites should be 100% hardened.
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A. ENVIRONMENT (continued)
A1. Construction discharges (continued)

2. Construction air emissions (continued)

b.

Certain wetness should be maintained during excavation and drilling process
by watering the operation surface; watering should be carried out regularly on
loose and dry soil in the construction site; and proper watering should be carried
out on dry surface of soil when backfilling the soil in order to prevent formation
of dusts.

Dedicated locations should be set up with enclosure for the stacking and storing
of building materials and misplacements are not allowed. Unwanted and spoiled
materials should be transported away as soon as possible and accumulation of
such wastes is not allowed. When not used, sand and soil in the construction site
should be 100% covered.

During demolition of constructions, watering should be 100% carried out to
suppress dusts.

When not in use, machineries should be turned off to reduce generation of
exhaust gas from combustion.

Car wash facilities and ground surface water trench should be set up at the
locations of site access and exit for rinsing of transportation trucks with water.
Bodies of vehicles leaving the site should be 100% rinsed thoroughly before
leaving the site to reduce dirt carried by the vehicles and chassis from scattering
on the roads. Soil scattered on roads should be cleaned immediately to reduce
dust during operation.

During the construction process, using disposed building materials as fuel is
strictly prohibited. Accommodation and canteen facilities should not be set up in
construction sites. During the construction period, bare soil in the site should be
covered 100% or covered by greenery. When construction is completed, ground
space, roads and vegetation previously occupied by the construction should be

resumed immediately.

Ready mixed concrete must be used for construction projects located on both
sides of city roads or within designated areas. Concrete mixers should not be set
up on the site so as to reduce dust pollution.
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A.

ENVIRONMENT (continued)
Construction discharges (continued)

A1.

3.

Construction wastewater

Construction wastewater mainly come from surface runoff of heavy rain, domestic
sewage from construction workers and wastes water from rinsing of ground surface.
Pollution is reflected mainly by the quantity of suspended solids (SS), dichromate
chemical oxygen demand index (COD_), biochemical oxygen demand indicator (BOD,),
and ammoniacal nitrogen indicator (NH,-N) in wastewater. In order to minimise the
impact of wastewater discharged during operation and to ensure that the discharged
wastewater is in compliance with the requirements of the national standard specified
in “Integrated Wastewater Discharge Standard” ( (57K&RAHEMIZX) ) GB12523, the
Group would procure construction entities to take the following preventive measures:

a. During construction, construction entities must strictly follow the requirements
in the “Temporary Provisions for Proper Management and Environmental
Protection for Construction Sites” ( (GEi% T2 Ti5H AN T MIRIFEEBEITHRE) ).
The discharge of surface water must be carefully planned, and should not be
arbitrarily directed to pollute roads, environment or government facilities.

b. Wastewater generated during foundation piling work must be treated immediate
by paying attention to dredging and discharge management. Pollutants in
wastewater generated from washing and rinsing machineries and construction
vehicles are mainly suspended solids. The rinsing and washing facilities should
be set up at designated locations. The ground surface water ditches should be
directed to temporary sedimentation tanks. After sedimentation, the wastewater
can be recycled for use to reduce the use of clean water.

C. Muddy water generated during operation and sludge produced by punching
pile drivers and bored piles must not be discharged without treatment, so as
not to pollute the site and the surrounding environment. Temporary settling
basins should be provided at backfill dumps and at locations where sludge is
produced. Discharge of rain water containing sediments and muddy water must
be organized and planned. They should only be discharged after sedimentation
in settling basins for the removal of floating debris and reduction of sediments
concentration so as to prevent any sewer blockage.
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A. ENVIRONMENT (continued)
A1. Construction discharges (continued)

4.

Construction solid wastes

Construction solid wastes mainly consist of large quantities of silt, muck, sludge resulted
from surface excavation, residual waste construction materials and domestic garbage
from workers; and wastes generated from renovation including residual wastes such as
mortar surface cement, interior and exterior wall coating, plastic, flexible packaging,
scrap metal wire, sawdust, etc. In order to reduce the accumulation of solid wastes
during the construction period as well as the impact on the environment during
transportation, the Group would procure construction entities to take the following

measures:

Different types of solid wastes generated from construction should be placed

separately.

Domestic garbage should be regularly cleaned and delivered to environmental
health department.

Construction wastes that may cause flying dust should be separated with

enclosure.

Load only proper quantities of residual mud so as to ensure no spillage nor flying
dusts during transportation. The wastes should be only dumped to landfill sites
designated by the relevant authorities.

Wastes such as brick rubbles are piled up in general. Wastes that can be reused,
such as wood, bamboo, should be recycled for the conservation of resources.

Spoil grounds selected should not occupy farmlands or be close to rivers or
reservoirs. They should be located in hill passes or low-lying areas.

The Group has vehicles in operation mainly for providing pick-up and drop-off services to staff/

clients as well as assisting project management personnel to conduct site visit. To reduce air

emissions from the vehicles, the Group performs vehicle check-ups, maintenance and repairs on

a regular basis. During the reporting period, total air emissions from the Group’s vehicles were

as follows:
Emission category Unit Amount
Nitrogen oxides (NO,) kg 5.38
Sulphur oxides (SO,) kg 1.07

Particulate matter (PM) kg 2.18
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A.

ENVIRONMENT (continued)

A1.

A2.

Construction discharges (continued)

The Group's direct greenhouse gas emissions are mainly generated from the consumption of
electricity and fuels at office premises. During the reporting period, the Group had offices
(including site offices) in 14 operating locations and their total direct and indirect greenhouse

gas emissions were as follows:

Emission

Greenhouse gas emission at source volume
Office tonne of carbon dioxide

(CO,) equivalents 950.69

Scope 1 - direct emissions (Group vehicles)
tonne of carbon dioxide
Scope 2 - indirect emissions (CO,) equivalents 171.65

(purchases of electricity)
tonne of carbon dioxide 779.04

(CO,) equivalents

Property management operation tonne of carbon dioxide
(CO,) equivalents 1,992.19
Scope 1 - direct emissions (Group vehicles)
tonne of carbon dioxide 23.89
Scope 2 - indirect emissions (purchase of (CO,) equivalents
electricity)
tonne of carbon dioxide 1,968.30

(CO,) equivalents

Use of resources

The Group emphasises the benefits of its projects to social development and living standards
of people. From choice of building materials to layout of project design, Skyfame’s projects
are human-focused and conform to the nature. All of the Group’s projects under construction
have applied the concept of “Green Construction”. A “Green Construction” is a concept
that minimises the use of resources (in terms of energy, land, water and building materials),
protects the environment, and minimizes pollution, so as to provide a healthy, useful and
highly efficient space for the residents, and buildings that stand harmoniously with the nature.

The Group has been infusing this corporate concept into its construction projects which are
in progress, and imposing strict control on these construction works to ensure adherence to
the relevant construction regulations of the government. The overall designs of all projects-
in-progress focus to fit in the surrounding natural environment and fully utilise the local
natural resources. The construction should be sustainable, eco-friendly and integrated into
the nature, with high energy efficiency and should not harm the local eco-system. The interior
design of the buildings under construction needs to attend to the full utilisation of daylight
to save energy. The buildings need to create a sense of proximity to the nature, and should be
a healthy living environment. By controlling and lowering the exploitation and destruction to
natural environment and resources, the Group endeavors to maintain a balance between the
demand from and the contribution to the natural environment.
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A. ENVIRONMENT (continued)
A2. Use of resources (continued)

1. Conservation and use of energy

a.

The thermal designs and HVAC of residential buildings are in compliance with the
approved government’s requirements, or the requirements published under the
“Design Standards for Energy Efficiency of Residential Buildings” ( {/BEXEEAfE
RAE) ).

b. Structural forms, architectural orientations, space between buildings, and
proportion of windows to walls are reasonably designed utilising the natural
conditions of the venues, so that the residents can enjoy satisfactory sunlight,
ventilation and lighting. Shading facilities should be provided as necessary.

C. High efficiency lighting sources, high efficiency lighting equipment and
accessories such as electronic ballasts with low dissipation are used in public
areas and for partial lighting. Other energy conservation measures such as the
application of time control or light control in areas with natural lighting are
adopted.

d. Make full use of solar, geothermal and other renewable energy sources according
to local climates and resources conditions. Make use of natural lighting and
ventilation (directly or indirectly from entrances and exits, open yards, side
windows and skylights) in underground area.

e. Effective heat insulation measures should be adopted with considerations of the
buildings’ architectural forms and orientations, so as to ensure heat insulation
effect in summer.

2. Conservation and use of water resources

a. Water system planning should be devised at the time of project planning stage in
order to coordinate, oversee and integrate various water resources.

b. Take efficient measures to prevent damage or leakage of water pipes.

C. Use water-saving appliances and equipment.

d. When using non-traditional water sources, water safety measures should
be taken and there should be no adverse effect to human health and the
surrounding environment.

e. Properly design the rainwater runoff channels on ground surface as well as on
roof tops to reduce surface runoff, and adopt various methods of infiltration to
increase rainwater infiltration.

f. Non-traditional water sources such as recycled water and rainwater are used for

irrigation.
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A. ENVIRONMENT (continued)
A2. Use of resources (continued)

2. Conservation and use of water resources (continued)
g. Use high efficiency and water conserving irrigation methods such as sprinkler
irrigation and micro irrigation.
h. Rainwater collection and utilisation schemes are determined logically based on
technical and economical comparisons.
3. Conservation and use of material resources
a. The content of harmful substances in building materials are in line with the
requirements of current national standards including “Indoor Decoration and
Refurbishing Materials — Limit of Formaldehyde Emission of Wooden Based Panels
and Related Finished Products” ( (EREMEEM B AEREEZ TP REERRE
) ) GB18580, “Limit of Ammonia Emission of Concrete Admixture” ( R
MEIREMEMREE) ) GB18588, and “Limit of Radioactive Nuclide from Building
Materials” ( CEEMBIHGT M ZEBIRE) ) GB6566.
b. The architectural style is plain and simple, and without large quantities of
decorative elements.
C. Ready mixed concrete should be used for purpose of in situ concrete.
d. High performance concrete and high strength steels are used as structural
building materials.
e. The solid residual wastes resulted from construction work, old building

demolition and site clean-up are classified for different treatments, and materials
which can be reused are recovered and recycled.
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A. ENVIRONMENT (continued)

A3.

The environment and natural resources

Property development involves a number of environmental factors, especially land resources.
Property development activities inevitably affect the surrounding environment directly
or indirectly. Therefore, conflicts always exist between environmental protection and
development construction during the process of property development from land development
to completion of projects. To resolve the conflicts and create constructive interactions
between the two, property development plans must adopt designs that are friendly to a city’s
ecosystem, fitting into a city’s current situation to avoid over-development, improving the
allocation of social resources, conserving a city’s resources in its design and layout, employing
reasonable designs of building structures and utilising energy-saving technologies to lower

energy consumption.

a. Facilities established in the construction sites should not damage any local cultural
relics, natural water systems, wetlands, farmlands, basic farmlands, and other protected

areas.

b. The locations of construction sites should be free from the threats such as floods,
landslides and radon-containing soil. No sources of hazards such as electromagnetic
radiation, fire, explosives and toxic substances should be found within the perimeter of
the construction sites.

c. Architectural layouts in residential areas must ensure that requirements of indoor and
outdoor sunlight environment, lighting and ventilation are in line with the currently
national standards “Code of Urban Residential District Planning and Design” ( {
MEEEBEZRTRE) ) GB50180 with respect to standard sunlight requirements for
residential buildings.

d. Adopt native landscaping by planting appropriate native plants that are accustomed to
the local climate and soil conditions. The preferred choices are those that require little
maintenance, and are resistant to extreme weather conditions and pests as well as not

harmful to human health.

e. No pollution sources with discharge amount exceeding standards should exist in the
residential district.

f. Specific environmental protection measures during the construction process are
developed and implemented for the control of atmospheric pollution, soil pollution,
noise pollution, water pollution, light pollution and impact to the surrounding areas
resulted from the constructions.

g. Wind conditions in the residential district should be comfortable for outdoor walking

during winter, and with natural ventilation during summer and the transition seasons.
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A.

ENVIRONMENT (continued)

A3. The environment and natural resources (continued)

h. Public service facilities in the residential district are set up according to planning for the

district as well as for sharing with the adjacent districts. Integrated building designs are

adopted as reasonably necessary.

i. Environmental noise levels in the residential district should comply with the

requirements in “Standards for Acoustic Environmental Quality” ( (BIRIFHESIZHE) )

GB3096.
j- The construction site should be designed according to the original landscape topology.
k. Underground areas should be reasonably developed and utilised.

Electricity, gasoline and diesel are the main energy sources used by the Group at its operating

locations. During the reporting period, the Group’s usage of these energy sources was as follows:

Property
Office management Total
Energy category Volume Volume Volume
Electricity kilowatts 960,109 2,424,017 3,384,126
Gasoline litres 57,069 8,789 65,858
Diesel litres 6,177 0 6,177
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A. ENVIRONMENT (continued)

A4.

Heritage conservation and urban redevelopment

In the development of “Tianyu-huafu” in Yongzhou during 2012 to 2016, the Group strived
to maintain the heritage of Yongzhou. It redeveloped a major historic temple built in Ming
Dynasty with an area of more than 20,000 sq.m. and revamped a number of scenic areas
in Dongshan, Yongzhou. Further, in “Nanning Skyfame Garden” situated at Wuxiang New
District (A% #7[®) in Nanning City, which has a developable area of approximately 1,207,000
sq.m., the Group allocated certain residential and commercial units with a developable area of
approximately 289,000 sg.m. for resettling original shanty occupants. Such move demonstrates
the Group’s care for the resettlement of original occupants while rejuvenating old towns, and
creates social harmony. The resettlement housing is expected to deliver in 2018.

The Group is now taking active participation in the urban redevelopment projects in
Guangzhou and Shenzhen to develop the old districts into livable cities. The local governments
are still in the process of drawing up the development plan of these projects. Once the
development plan is finalised by the governments, development of these projects will be
commenced.

B. SOCIAL
Employment and labour practices

B1.

Employment

The Company has compiled the “Human Resources Management Manual” ({(ANER
EIEFEF)), which sets out strict guidelines on the policies of human resources such as
“Guidelines on the Recruitment Procedures” ( (BIEEIE{EXIE5|) ), “Operation Guidelines
on Appointments and Confirmations of Employment” ( { ABGEE&HIF{EZ4E5|) ), “Operation
Guidelines on Termination Management” ( (BEEtEIE{E3455]) ), and “Operation Guidelines
on Labour Contract” ( (& EEREEIEFETES]) ), reqgulating different aspects including
recruitment, promotion, compensation and dismissal, working hour, rest days, diversity and
other benefits. All guidelines are based on relevant laws and regulations, including but not
restricted to the “Labour Law” ( (%&))%) ) and “Law on Employment Contract” ( {(&&&
[E)%) ) of China, and the "Employment Ordinance” of Hong Kong. The Group strictly followed
the above guidelines and related laws and regulations.

As at 31 December 2017, the Group had a total of 742 (2016: 586) employees including 3
executive directors. Compared to last year, the number increased by 156, which was mainly
attributable to the recruitment of additional 89 property management staff members for
Nanning Skyfame Garden after its delivery. Overall, there were additional 138 property
management staff members. 256 employees were undergraduates, representing 34.50% (2016:
40.79%) of the Group’s total employees. The employees of the Group were relatively young,
with 72.51% (2016: 68.77%) were under the age of 40. To accommodate the requirements for
the development of new projects in 2018, the Company has been, from time to time, recruiting
new college graduates as well as those having appropriate working experience. The Company
was successful in recruiting youthful and energetic employees who have brought new impetus
to the Company.

37



38

SKYFAME REALTY (HOLDINGS) LIMITED

ANNUAL REPORT 2017

ENVIRONMENTAL AND SOCIAL RESPONSIBILITY REPORT

B. SOCIAL (continued)
Employment and labour practices (continued)
B1. Employment (continued)
The Group strives to introduce appropriate staff based on the needs from the industry and
manpower availability in the market. As the Group operates in the property construction
industry, which tends to recruit male staff, it accounted for 67.39% (2016: 67.24%) of the total
employees.

Number of employees by gender and age group

2017 2016
Gender  Under 30 31-40 41-50 Over 50 Total Total
NieaE) o) Male 12 42 23 7 84 86
Administration Female 19 36 10 5 70 66
office Sub-total 31 78 33 12 154 152
Male 30 59 16 6 111 104
Project operation Female 15 27 4 1 47 38
Sub-total 45 86 20 7 158 142
Male 98 96 73 38 305 204
Property Female 68 36 18 3 125 88
management
Sub-total 166 132 91 41 430 292
Male 140 197 112 51 500
Total in 2017 Female 102 99 32 9 242
Total 242 296 144 60 742
Male 89 154 11 40 394
Total in 2016 Female 78 82 21 11 192
Total 167 236 132 51 586

Number of employees by region

2017
Guangzhou Nanning ~ Xuzhou  Yongzhou ~Shenzhen Zhongshan  Shunde  HongKong  Total
Head office/

Administration office | 145 0 0 0 0 0 0 9 154 152
Project operation 16 89 34 3 3 13 0 0 158 142
Property management| 181 195 26 1 0 7 10 0 430 292

Total in 2017 342 284 60 14 3 20 10 9 742
Total in 2016 346 27 6 17 0 0 0 10 586
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SOCIAL (continued)
Employment and labour practices (continued)

B1.

Employment (continued)

Employees are engaged in two different business segments, namely project development and
property management. For 2017, the Group reported an overall employee turnover rate of
43.67%, up from 32.48% for last year. Turnover rate at head office and administration office
stood at approximately 23%, a percentage similar to that of last year. Due to the effort on
simplifying staffing, Nanning projects had a relatively high level of employee turnover with a
rate of 37.89% for this year, up from 26.53% for last year. In 2017, turnover rate of property
management staff further increased to 59.28% from 45.25% for last year, mainly attributable
to the fact that property management sector has a generally higher turnover rate than other
sectors. 214 (2016: 119) employees departed from the property management companies,
accounting for 72.30% of the Group’s total departed employees, and thus raised the Group's
total employee turnover rate to 43.67% (2016: 32.48%). For the year, 99 of the 296 departed
staff were at the age between 31-40 and 151 were at the age below 30, which, in aggregate,
accounted for 86.21% (2016: 75.79%) of the total departed employees. To analyse by age
group, most of the Group’s staff were young people as evidenced by 72.51% of the Group's
total employees were under the age of 40. Turnover rate of this age group is commonly high
and the figure for the year reached 73.84%

Employee turnover rate by age group and region

Total number 2017 2016
of departed Turnover rate Turnover rate
Region Under30  31-40 41-50 Over 50 employees  (by region/  (by region/
(by region/ function) function)
function) (note) (note)
Head office/ Guangzhou " 19 4 0 34 23.69% 23.49%
administration  [Hong Kong 1 0 0 0 1 10.53% 10.00%
office Sub-total | 12 19 4 0 35 22.88% 22.64%
Guangzhou 2 1 1 0 4 16.33% 21.69%
Nanning 7 27 2 0 36 37.89% 26.53%
Projects
Xuzhou 0 1 0 0 1 5.00% 0.00%
Sub-total 9 29 3 0 41 27.33% 24.56%
Property
management Total 130 51 23 10 214 59.28% 45.25%
Total number of departed
employees in 2017 (by age) 151 99 30 10 290 43.67%
Total turnover rate in 2017
(by age) 73.84% | 37.22% | 21.74% | 18.02% 43.67%
Total number of departed
employees and turnover rate
in 2016 60 84 35 1 190 32.48%

Note: Turnover rate = Number of departed employees during the year / ((number of employees at the

beginning of the year + number of employees at the end of the year) / 2)
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B.

SOCIAL (continued)
Employment and labour practices (continued)

B2.

Health and Safety

The Company complies strictly to the PRC’s laws and regulations to protect the employee’s
occupational safety and health. The Company has developed its enterprise occupational health
guidelines according occupational health and safety standards including the Occupational
Health and Safety Management System (OHSMS), ISO 9000 Quality Assurance System and ISO
14000 Environmental Management Standards, for the prevention of occupational diseases,
protect workers’ health, enhance employees’ safety awareness, ensure safety in construction
that satisfy both the goals of the enterprise and the needs of the employees. The Company has
instructed department supervisors to be fully responsible for the management of occupational
safety and health. To take better preventive measures, from time to time, the project
companies’ safety supervisors provide safety trainings to employees working at positions
that are highly susceptible to occupational diseases, supervise and inspect the use of safety
measures, and inspect and rectify the safety pitfalls in workplaces, so as to reduce the spread
of epidemic diseases and ensure construction safety. The Group arranges relevant health
checking for employees in positions that are highly susceptible to occupational diseases, and
document their health profile. The Group also arranges annual body check for all employees
to help identify potential health risks in advance so as to strengthen the employees’ health
protection. Employees’ body check expenses in 2017 amounted to approximately RMB118,174
(2016: RMB113,520), representing an increase of 4.1% as compared to 2016. To provide staff
with more tips on healthy life, lead them to healthy working and living habits and keep them
away from sub-health, the Company has invited doctors at Guangdong Second Provincial
General Hospital to conduct a health seminar on 16 August 2017.

The Group has compiled the “Operation Guidelines on the Management of Construction Safety
and Legitimacy” ((ZZ& XM TEEIEEES]I) ). Through prevention and control measures,
the Company has strived to reduce the probability of workplace accidents in construction
projects, improve the image and environment of the construction sites and standardize
safety management procedures and accident handling knowledge. Project companies assess
the management measures prepared by the contractors in regard to construction safety and
legitimacy, and conduct independent patrolling, sample checking and monitoring on every
aspects of the construction sites, report to the relevant person-in-charge and the contractors
when problems are identified and monitor the relevant rectifications. The Group’s Projects
Management Centre monitors the project companies’ execution of safety management
policies. The Company requires the contractors to establish trainings on safety education and
techniques, which shall be held regularly and seasonally.

The Group’s Project Management Centre periodically assigns the internal safety management
team to inspect the safety of the projects under construction, the results of which will be
reported to the Group’s leaders. During the year, the Group strictly complied with relevant
laws and regulations and guidelines and has formulated the “Administrative measures for the
reporting, investigating and handling of safety production incidents” ( (Z &4 EEHRREE
FAERIBEIZPE) ), to stipulate the procedures of reporting, investigating and handling of
safety incidents, to implement an accountability system on safety production incidents and to
prevent and reduce the occurrence of safety production incidents.
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Employment and labour practices (continued)

B3.

Development and Trainings

To enhance the Group’s operation management as well as to meet the demand of business
development, the Group has established the “Operation Guidelines on Staff Training
Management” ( (1F3IIEE1EF3E3S]) ) and “Operation Guidelines on Staff Internal Transfer”
((EIEFHEEIEEIES|) ) to standardize the Group's staff training management. At
every year end, the Group devises an annual training program for the coming year, which
encompasses both internal and external trainings and is tailor made for the operating
environment of every department. These training programs are reviewed and adjusted
according to the progress of training assessed at the mid-year evaluation. All training
programs aim to elevate the employee’s efficiency in order to cope with changes in their

working environment.

The Group also provides timely induction programs to new recruits, to introduce the Group's
history and development, corporate culture, organisational structure, the Company’s rules
system, office operation platform, workflow and the Company’s projects, so that new
employees can be soon familiar with the Group’s operation and thus improve their efficiency.
Management trainee programs are conducted continuously every year. Trainings for
management trainees are enhanced through the intensive training in classes and on-the-job

training through rotations.

In 2017, the head Office and the project companies have provided 319 training sessions
for employees at different levels, with a total of 4,579 participants. These training sessions
included internal training totaling 572 hours and external training totaling 198 hours. Total
cost of trainings amounted to RMB588,634 (2016: RMB530,333), representing an increase of
10.99% as compared with 2016. The training programs in 2017 mainly covered:

o to continually provide new staff with internal orientation trainings so as to help them
have better understandings about the Group and integrate themselves smoothly into
the Company for work. Further, the Group offers diversified trainings to management
trainees, with the purposes of enhancing their expertise and competence of self-

management.

o to raise the Company’s operational and management standards and to facilitate the
establishment of the Company’s standardised management system, the head office
organised a special training program named “Establishment of Standardised System
of Real Estate” during 3-4 of June 2017, where external practical management
specialists were invited to deliver talks on major areas such as the organisation
and management of the establishment of standardised system on real estate, case
study of industry benchmarking, establishment of standardised system of products,
design standardisation, contract standardisation, delivery standardisation, marketing
standardisation and standardised implementation and management;
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Employment and labour practices (continued)

B3.

B4.

B5.

Development and Trainings (continued)

o to pursue the Skyfame’s concept of people development and to strengthen the backup
force of project management team, during 5-6 of May 2017, the head office launched
the first round of project management training program. Internal experienced business
specialists were invited and external practical management specialists were engaged to
talk about project control and role positioning. During 4-5 of August 2017, the head
office also launched the second round of project talent training class which was named
as “Staff Mentoring and Effective Incentives by Outstanding Management” ( ( £ E
BEMIEHEHEEMNE) ). External practical management specialists were invited
to host a talk to give lecture on staff mentoring and effective incentives, and conduct
group discussion and practices on the content of every module; and

o to improve the expertise and skills of staff, in mid-December 2017, the head office
launched a training program called “Decision-making for Project Investment, Mergers
and Acquisitions, Joint Development and Land Negotiation” ( (R&MEERE - #HTk
88 - AERE Rt #) ). External practical management specialists were engaged
to give lectures, in layman’s terms, to help attendants understand the investment of
projects in the current property market, to give them updated information on land
expansion and to allow them systematically obtain the relevant knowledge and skills.

Incentives and recognitions

The head office has established a comprehensive employee assessment system. At the end
of each year, every employee’s performance is appraised and assessed. As a yardstick for
annual bonus payment, the most outstanding management personnel, the most outstanding
employee and the most outstanding team are selected who will be presented with award
certificates and monetary rewards as compliments of their contribution to the Company, and
all employees are encouraged to strive for the achievement of the Company’s objectives.
During the year, the Company also offers special awards to teams or employees who have
satisfactorily handled unexpected situations with remarkable performance or met working
milestones in advance, so as to encourage all other employees to contribute to the Company.

Recruitment and Retaining Talents

To meet the requirements for the Group’s business expansion and to satisfy the Group's
demand for talents, the Company recruits appropriate staff from the society from time to
time, so as to strengthen and consolidate the Group’s talent pool. Meanwhile, to provide
a fair and impartial promotion channels for staff, in November, the Group conducted an
internal screening to identify outstanding and young management members to assume the
key positions for new development projects, which enabled the Group to provide outstanding
internal staff with advancement opportunities and retain talents.

To resolve the Group’s problems such as lack of talents to fill key positions, loss of talents
on key positions and difficulties in training talents, the Company has prepared the “Proposal
for Formation of Corporate Echelon Talent Pool” ( (¥R ASERFZRFZE) ) in 2014, for
the improvement of the Group’s human resources allocation, optimization of talent reserve
mechanism, so as to implement a succession plan and a talent reserve plan for key positions.
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B5.

B6.

B7.

Recruitment and Retaining Talents (continued)

The Company has also established the “Employee Share Options Scheme”, under which, share
options are granted to employees so that the results and performance of the Group are
linked to the employees’ individual performance. The purposes are to motivate employees
in achieving the Group’s long-term goals, to reward and provide incentives to employees in
making continued contributions to the Group, and to recruit and retain talents. Pursuant
to the share option schemes adopted on 4 August 2005 and 9 June 2015, the Company has
granted a total of 162,850,000 share options to eligible staff, for the purpose of motivating
the staff to continue to make contribution to the Group. During 2017, options to subscribe a
total of 1,566,000 shares of the Company were exercised by the staff. As at 31 December 2017,
there were 82,062,791 share options outstanding.

Employee’s Relation

To reward the staff for their dedication over the year and to enhance the communication and
exchanges among employees, the head office organised a Chinese New Year gathering in late
January 2017 and a Mid-Autumn cocktail in late-August 2017.

Moreover, in order to enhance the team building and relationships between the staffs, the
head office organises annual country-tours and project-visits to foster connections between
the employees of different management centers and project companies. This June, the head
office organised a three-day country tour for 2017 for its staffs to promote communication
and interaction between different departments. On 26 August 2017, the Company organised
an outward bound training in Foshan for its employees. The purpose was to temper a stronger
willpower of the employees, to strengthen their team unity and overall solidarity, to promote
staff communication, and to boost them a sense of belonging through integrating into the
team during the outward bound activities.

Labour standards

The Group recruits its employees according to the “Operation Guidelines on Recruitment
Management” ( {(FBEEEIE(EZE$E3]) ) and in compliance with the labour laws and regulations
of the relevant countries or provinces. One of the regulations is that employment of child
labour and forced labour is prohibited, which the Group has strictly followed during the year.
The Group reviews its own employment practices and inspects the labour employment of
contractors through site visits from time to time, in order to prevent any potential breach of
such regulations. Employees of the Group must complete the “Employee Registration Form”
( CABEIREIE) ) with accurate personal information (including resume, relevant certificates
of education, background of career profile etc.), which are verified by the human resources
department or administration office of project company before employment to ensure the
legality of the entire recruitment procedure.
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B8.

Supply chain management

Majority of the construction works and professional technical works under the Group'’s projects
are outsourced to contractors in form of tenders. The selection process of suppliers and
professional services providers is very strict and careful. The Group has set up the “Suppliers
Management Program” ( (#{fEFEIZIEfF) ) to regulate the selection, cooperation and
management of suppliers, so as to improve the consolidation and results of the Company’s
external resources, and help achievement of the targets of various development projects
and the Company’s strategies. The Company maintains long and stable partnership with its
suppliers in general. The Company has not encountered any difficulty in selecting supplies.
As most of the construction materials are procured locally in the place of the development
project, there should be no problem to locate an alternative supplier of major construction
materials in the event that any supplier is unable to meet the demand of the Group. The
Company has compiled the “Operation Guideline on Management of Supplier Resources Pool”
((EmERESIEESETES]) ), "Operation Guideline on Supplier Certification” ( (fHEERFE
YE¥$55]) ) and “Operation Guideline on Supplier Assessment” ( {ftERFEIEEES]) ) and
established the supplier management information platform through which information about
the suppliers are input to the database by category after qualification assessments or on-site
reviews. With the set up and maintenance of the suppliers’ database, the information of the
suppliers is collected and processed systematically to ensure the Group can identify the most

accommodating supplier in an efficient manner.

To regulate the management of the Group’s strategic procurement of construction materials
and to enhance the procurement efficiency and transparency, the Group has set up a strategic
procurement supplier stock-in and stock-out inspection group, which is responsible for the
approval of the stock-in and stock-out of strategic procurement suppliers. At the end of
each year, the Contract Tender Management Division works with the other management
divisions and project companies in assessing and screening the performance of suppliers in
order to reduce the environmental and social risks brought about by the underperforming
suppliers to the operation of the Group (such as the harm to the Company’s reputation due
to environmental pollution in construction sites or employing illegal workers). To ensure
that qualified suppliers on list can provide assurance of their qualities, the suppliers’ ratings
are updated to the suppliers’ database according to the assessment reports approved by the
Group’s management, while those failing to pass the assessment are eliminated.

According to the Group’s relevant policies or the contractors’ “Regulation on the Maintenance
of End-Product after Construction” ( GZEKMREMRTE) ) which was monitored by the
Company to set up, the engineering department of project company procures the main
contractor to set up a working team to maintain the quality of the end-products by
coordinating all its independent sub-contractors in such respects to ensure that the end-
products are completed according to the requirements in the relevant contracts, so as to
discharge all parties’ responsibilities or otherwise impose penalties.



SKYFAME REALTY (HOLDINGS) LIMITED

ANNUAL REPORT 2017

ENVIRONMENTAL AND SOCIAL RESPONSIBILITY REPORT

B. SOCIAL (continued)
Operating Practices (continued)
B9.  Product Liability

1.

Skyfame’s Mission

Since the establishment of Skyfame, it has been committing to developing quality real
estates and striving for excellence. Skyfame puts great emphasis on brand-building,
for only products that suit the consumers’ needs can create a favourable brand-image.
Brand image creates greater social values only when it can imprint on the consumers’
memories. Every Skyfame’s project is developed according to the local market conditions
and geographical environment, tailor-made to meet the demands of the local market,
and delivers excellent product with varieties and flexibility.

From residential to commercial buildings, including HNA Tower (formerly known as
Skyfame Tower) and Guangzhou HNA Westin Hotel (formerly known as Guangzhou
Skyfame Westin Hotel) which commenced operation in 2007, Skyfame City in Guiyang,
Tianyu Huafu in Yongzhou, Wunan and Skyfame Garden in Nanning which were
delivered for occupancy from 2010 to 2016, as well as every other project currently
under construction, Skyfame has been following the development needs of the city and
the society, and has won the acclaim of the industry and the society. With honesty and
integrity as its principle and quality service as its management objectives, the Company
has built up its brand and earned the recognition from customers in all regions with its
quality products, market-oriented approach and integrity.

Monitoring of Product Quality

To ensure that the commodity properties built by the Company comply with the
relevant regulations of the government, the Group has compiled the “Operation
Guideline on Engineering Quality Control” ((ITRRESEHIEXTES|) ) for the
monitoring of construction projects. It is used as a guideline to ensure that construction
works comply with the relevant regulations, technical standards and fulfill the
requirements as set out in the corresponding construction work/service contracts.
The project companies review the construction proposals, quality assurance measures
and business qualifications declared by the contractors, conduct site inspections to
patrol and make sample-checks on the quality of construction. The Group’s Project
Management Centre provides technical support to project companies in these quality
assurance measures.

The Group has also devised the “Operation Guidelines on Indoor Environmental
Pollutions Control” ( (ERNRF)FREFIEZEIESI) ) to ensure that the construction
materials used comply with the Government’s regulations and meet environmental
indicators. Effective indoor environmental pollution controls are carried out at
key stages during the course of construction in order to prevent the delivery of
unqualified products to customers. Departments responsible for procurement and
tendering are required to comply with the Group’s guidelines and the Government’s
relevant regulations when setting up procurement and out-source contracts. Project
companies are responsible to monitor the radon concentration in soil and examine the
delivered materials according to environmental protection indicators. They are also
responsible to perform tests on indoor environment contamination rates and emission
rates of materials that may cause pollution before being put in use, and monitor the
concentration of pollutants before acceptance of completed works.
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B9.

B10.

Product Liability (continued)

3. Customers’ Feedback
To better understand customers’ satisfaction on the work quality, the construction
quality and the services provided by relevant entities of the Group in the course of
property development, sales and post-sales service, the Group has developed the
“Procedures for Measuring and Monitoring Customer Satisfaction” ( (BEEmEEINE
BE5RF2FF) ). Based on the results, the Group would propose corrective and preventive
measures and continue to make improvement, in order to maintain or increase

customers’ satisfaction.

Besides, to elevate the standard of the Company’s products, services, and management,
to enhance product quality and service, to ensure customers’ complaints are resolved
in a timely, accurate and reasonable manner and to achieve the Company’s target
of refining the Company’s products and service continuously, the Group has set out
the “Codes for Customers’ Complaints Handling” ( (BEE%FEIEIZF) ), in order to
improve customer service, handle customers’ enquiries in a timely and efficient manner,
give stronger impression and experience to customers in all respects and increase their
satisfaction. The complaint channels include the Group’s Customer Service Division
(with complaint and suggestion mail boxes (tousu@tianyudc.com and tydc110@163.com)
and hotlines ((86-20) 2208 2803 and 2208 2827)), the sales department and property
management of the project companies and the Company’s website (www.tianyudc.com).

Anti-corruption

The Group has been protecting all its business from any illicit behavior in its operating
environment. Honesty, integrity and fairness are the core values of the Group which all
employees are required to fulfill and safeguard. In order to manifest such values, the
“Staff Manual” ( {EIZFM) ) of the Group sets out the measures against any offender
of anti-corruption regulations. The provision or recipient of bribery or interests (including
commissions, handlings, rebates, rewards, vouchers, gifts, etc.) in any forms from business-
related units are deemed as serious violations of the Group’s regulations. The Company shall
rescind the employment contract of the offender and may seek relevant economic and legal
responsibilities from the offender.

The Group also prescribes its contract management procedures, which strictly prohibit business
units and its staffs from obtaining direct or indirect monetary benefits from contracted parties
through illicit means such as bribery and rebate when performing contracts.

Customers or business units may report any of our employees’ violation of anti-corruption
regulations to the Group’s Complaints and Suggestions email box (tousu@tianyudc.com and
tydc110@163.com) and hotline((86-20) 2208 2803 and 2208 2827)), or complaint through the
Company’s website (www.tianyudc.com).
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B12.

Community engagement

Our property management companies have always attached to their primary initiative of
“sharing owners’ concerns” and embraced their philosophy of “providing customers with
touching services and surprisingly good quality”. To achieve this, they strive to render heart-
warming, quality, prompt and efficient personalised services, and create good residential
atmosphere with their enthusiasm and sincerity, so as to give pampering experience of

property management services to owners.

Our property management companies closely embrace their service objective of “giving
public convenience, benefits and considerations”. In this regard, they have, in each project,
organised different activities such as tree plantation day, wrapping festive rice dumplings,
1st of June Children’s Day, 1st of July Free Medical Consultation Day, Skyfame Mid-Autumn
Festival Gathering, and setting used clothes recycling bins in communities to donate clothes
collected to the underprivileged in remote rural areas. By rewarding and building closer ties
between owners and the properties, the property management companies can have emotional
interaction with owners and enhanced friendship with them, which are crucial to promoting

the development of a harmonious and modern community.

Start-up and community operation service for residents

To materialise its core strategy of “developing youth community”, the Group is committed
to build a technology innovation community where young innovators will be provided with
professional start-up services. The scope of services will include providing a comprehensive
and professional networking service system equipped with ancillary facilities such as open
working spaces, conference rooms and show rooms for increased transparency of startup
and innovation information; establishing community startup funds, introducing venture
investors, attracting social funds to involve community start-up investment plans; developing
youth innovation talent plan, giving comprehensive care and providing professional start-up
guidance for young innovators, and helping them to achieve growth.
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CORPORATE GOVERNANCE PRACTICES
The Company is committed to enhance its corporate governance standards by emphasizing transparency,
independence, accountability, responsibility and fairness. The Company exercises corporate governance

through its Board of Directors (the “Board”) and various committees with designated functions.

None of the Directors is aware of information that would reasonably indicate that the Company is not, or
was not, for any part of the accounting period covered by the 2017 financial statements, in compliance with
the Corporate Governance Code as set out in Appendix 14 to the Rules Governing the Listing of Securities
(the “Listing Rules”) on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) except for the
following deviations:

Code Provision A.2.1 — Chairman and Chief Executive
The roles of chairman and chief executive officer of the Company are not separated as required but are
currently dually performed by Mr. YU Pan since 2004.

Explanation on the deviation is elaborated below under the heading of “Segregation of the Management of
the Board and the Management of the Group’s Business”.

Code Provision E.1.2 - Chairman Attending Annual General Meeting
Mr. YU Pan, the Chairman of the Board, was unable to attend the annual general meeting held on 1 June
2017 (the "AGM") due to other business engagements. Mr. WEN Xiaobing, the Deputy Chief Executive
Officer, acted as chairman of the AGM which was properly convened.

BOARD OF DIRECTORS
As at 31 December 2017, the Board comprised seven Directors as follows:

Executive Directors

Mr. YU Pan (Chairman and Chief Executive Officer)
Mr. WEN Xiaobing (Deputy Chief Executive Officer)
Mr. JIANG Jing (resigned on 25 April 2017)

Mr. WONG Lok

Non-executive Directors
Mr. LI Weijing (appointed on 7 August 2017)
Mr. ZHONG Guoxing (resigned on 20 July 2017)

Independent Non-executive Directors
Mr. CHOY Shu Kwan

Mr. CHENG Wing Keung, Raymond
Ms. CHUNG Lai Fong

The terms of service of all the Independent Non-executive Directors are one year and are subject to
automatic renewal and retirement provision under the amended and restated bye-laws of the Company (the
“Bye-laws").
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BOARD OF DIRECTORS (continued)
The Board held five meetings in 2017. The record of attendance of each Director is as follows:

Attended the

Number of annual general

Board Meetings Attendance meeting on
Name of Director Attended/Held Rate 1 June 2017
Executive Directors
Mr. YU Pan (Chairman and Chief Executive Officer) 5/5 100% -
Mr. WEN Xiaobing (Deputy Chief Executive Officer) 5/5 100% v
Mr. JIANG Jing (resigned on 25 April 2017) m 100% -
Mr. WONG Lok 5/5 100% -
Non-executive Director
Mr. LI Weijing (appointed on 7 August 2017) 2/2 100% -
Mr. ZHONG Guoxing (resigned on 20 July 2017) 0/3 0% -
Independent Non-executive Directors
Mr. CHOY Shu Kwan 4/5 80% -
Mr. CHENG Wing Keung, Raymond 5/5 100% -
Ms. CHUNG Lai Fong 5/5 100% -
Overall Attendance Rate 88.89% 14.23%

The Board is responsible for formulating and reviewing the long-term business directions and strategies,
monitoring the operating and financial performance of the Group, and performing the corporate
governance functions. Management is delegated by the Board with the authority to make decisions on daily
operations. Both the Directors and management interact frequently to ensure efficient communications
between the parties.

To the best knowledge of the Company, there is no financial, business and family relationship amongst
the members of the Board, save as Mr. Wen Xiaobing is (i) an executive director and legal representative
of BMKXELEEBR AR (Guangzhou Tianyu Holdings Group Company Limited*) (BIfEE/NTAEEH
EFM#&BMR AT Formerly known as Guangzhou Tianyu Real Estate Development Company Limited*), a
PRC incorporated company; and (ii) the chairman of & =R MH AR AT (Lving Holding Co., Ltd.), a PRC
company listed on the Shenzhen Stock Exchange, of these two companies the Chairman of the Company, Mr.
YU Pan, is the controlling shareholder.

The Company has arranged for appropriate liability insurance for the Directors for indemnifying their
liabilities arising out of corporate activities of the Group.
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BOARD DIVERSITY POLICY

The Board recognizes the contribution that diversification of the Board can enhance the quality of its
performance but considers that it would be inappropriate to set targets on the diversity on the ground that
all appointments of directors will be made on merit and individual basis. Notwithstanding, gender and other
diversity issues will be taken into consideration when evaluating the skills, knowledge and experience of any
candidate to fill any vacancy at the Board and candidates will be considered against contribution that he/she
will bring to the Board, and at the same time with due regard to the diversity on the Board.

As at the date of this report, the Board’'s composition under major diversified perspectives is summarized as
follows:

Board Diversity

Designation

Gender W EIE

Nationality Chinese

Age group PAEE]V

Years of service 0-5 6-12
0 1 2 3 4 5 6 7
Number of Directors
ED: Executive Director

NED: Non-executive Director
INED: Independent Non-executive Director

DIRECTORS’ RESPONSIBILITY IN THE CONSOLIDATED FINANCIAL STATEMENTS

The Directors are responsible for the preparation of consolidated financial statements on a going concern
basis which give a true and fair view of the state of affairs of the Group in accordance with Hong Kong
Financial Reporting Standards issued by the Hong Kong Institute of Certified Public Accountants and the
disclosure requirements of Hong Kong Companies Ordinance.
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DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted its own Code of Conduct for Securities Transactions by Directors and Relevant
Employees of the Company (the “Code”) on terms no less exact than the required standard set out in the
Model Code for Securities Transactions by Directors of Listed Companies as contained in Appendix 10 to the
Listing Rules and the Code is updated from time to time in accordance with the Listing Rules requirements.
Following specific enquiry by the Company, all Directors of the Company confirmed that they have complied
with the required standards as set out in the Code throughout the year under review.

INDEPENDENCE OF INDEPENDENT NON-EXECUTIVE DIRECTORS
The Company has received from each Independent Non-executive Director an annual confirmation of their
independence pursuant to Rule 3.13 of the Listing Rules. The Company considers that all of the Independent

Non-executive Directors are independent.

DIRECTORS’ CONTINUOUS TRAINING AND DEVELOPMENT

The Company has provided resources and supports to encourage the Directors to participate in professional
development courses and seminars to develop and refresh their knowledge and skills. Besides, regulatory
updates and relevant materials on amendment of Listing Rules were sent to the Directors for their
awareness of the latest development on statutory requirements.

The training each Director received during the year ended 31 December 2017 is summarized as below:
Attending seminars/

in-house workshops
relevant to the

Reading materials Company'’s business
regarding regulatory and Listing Rules
update and corporate compliance and

Name of Director governance matters directors’ duties
Executive Directors

Mr. YU Pan (Chairman and Chief Executive Officer) v -

Mr. WEN Xiaobing (Deputy Chief Executive Officer) v v

Mr. JIANG Jing (resigned on 25 April 2017) - -

Mr. WONG Lok v -

Non-executive Director
Mr. LI Weijing (appointed on 7 August 2017) v -
Mr. ZHONG Guoxing (resigned on 20 July 2017) - -

Independent Non-executive Directors

Mr. CHOY Shu Kwan v 4
Mr. CHENG Wing Keung, Raymond
Ms. CHUNG Lai Fong v v

AN
AN
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SEGREGATION OF THE MANAGEMENT OF THE BOARD AND THE MANAGEMENT OF THE
GROUP’S BUSINESS

In pace with the business development and growth of the Group, the Group currently maintains a relatively
small but efficient staff force in the management team to take care of the daily operations of the property
development business. Both the roles of the Chairman of the Board and Chief Executive Officer who leads
the management of the Company are currently played by Mr. YU Pan. The Board considers the current
simple but efficient management team serves sufficiently eno