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CHAIRMAN'S STATEMENT
ERHRE

On behalf of the board of directors of China Infrastructure Investment
Limited (the “Company”), | am pleased to present the final results of
the Company and its subsidiaries (collectively the “Group”) for the
year ended 31 December 2018.

ANNUAL RESULTS

The revenue of the Group for the year ended 31 December 2018
was approximately HK$56,182,000 as compared with approximately
HK$26,144,000 in 2017. The loss attributable to owners of the
Company for the year ended 31 December 2018 was approximately
HK$20,088,000, compared with the loss attributable to owners of the
Company of approximately HK$44,700,000 over the corresponding
period of 2017.

The principal assets of Forward Investment (PRC) Company Limited
(“Forward Investment”) is the 100% equity interests in A RZEFME
R EEZ AR AT (Nanjing Taihe Yingke Property Company Limited*)
(“Nanjing Taihe Yingke”), which main asset is a complex development
project (the “Jiangning Project”) located in Jiangning Development
Zone, Nanjing, Jiangsu Province, the PRC. The Jiangning Project is a
composite complex comprising two towers of commercial space and
service apartments. The commercial space tower is a six-storey tower
with a gross floor area of 39,241.48 square metres and the service
apartments tower is an 18-storey tower with a gross floor area of
20,882.52 square metres. The total gross floor area of the Jiangning
Project is approximately 74,642.00 square metres which includes a
basement of approximately 14,518.00 square metres, and land use
rights of approximately 20,050.90 square metres.

The topping-up work of the commercial building had been completed
in 2015 while the interior construction work had been completed
in 2016 and the decoration work had been completed in 2017.
Approximately 1,600 square meters of the gross floor area of the
commercial building have been sold with average selling price of
approximately RMB37,100 per square meters. Approximately 9,100
square meters of the gross floor area of the commercial building has
been rented out. The construction of the service apartment building
had been completed and the construction completion acceptance
was granted in the first half of 2014. Pre-sale of service apartment
building had commenced in 2012. As at 31 December 2018, it was
confirmed that service apartment with approximately 20,100 square
meters of the gross floor area were sold with average selling price of
approximately RMB12,300 per square meters.
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Chairman’s Statement
FERE

Pursuant to the subscription agreement, this investment will
provide the annual return undertaking of not less than 12% of the
consideration which can generate stable revenue streams and
cash surplus for the Group. On 15 May 2018, the guarantors of the
subscription agreement had fulfilled their obligations regarding
the return undertaking and compensated the shortfall of the
profit guarantee for the year ended 31 December 2017, being
HK$36,000,000, to the Group.

Tianjin Jun Hua Logistics Company Limited (“Tianjin Jun Hua
Logistics”) is principally engaged in the business of property rentals
and operation of storage units. Tianjin Jun Hua Logistics owns a
property with a land use area of 11,331.30 square metres, comprising
of one building with one storey of 704.16 square metres and another
building with four storeys of 10,807.91 square metres at Tianjin
Economic and Technological Development Zone, Tianjin City, the
PRC. The property is located in the Tianjin Harbour, which is one of
the main transportation hubs of the PRC. The Company is of the view
that the acquisition allows the Group to invest in a property located
within a promising district. It is believed that the acquisition will
provide a steady rental income stream to the Group amid the current
low interest rate environment as well as appreciation potential of the
value of the property owned by Tianjin Jun Hua Logistics.

Tianjin Hui Li Yuan Power Equipment Co. Ltd. (“Tianjin Hui Li Yuan”) is
principally engaged in the business of property rentals and property
development. Tianjin Hui Li Yuan is the legal owner of the land use
right for a parcel of land with an area of approximately 29,012.72
square metres located at Tianjin Economic and Technological
Development Zone, Tianjin City, the PRC. The land is now for
industrial use and having two 4-storey buildings (namely Block Nos.
3 and 4) with a total gross floor area of 18,333 square metres under
construction. Whilst the construction work for the other 2 buildings
(namely Block Nos. 1 and 2) with a total gross floor area of 46,445
square metres was yet to commence. With the fast development of
the Tianjin’s logistics industry as well as the business and commercial
sector, the directors of the Company anticipate the land would have
greater development potential along with the economic growth of
Tianjin.

PROSPECTS

The management will continue to look for investment opportunities
in the PRC so as to expand the development portfolio of the Group
in the future. In this regard, investment opportunities which offer
satisfactory returns to the Shareholders within the acceptable risk
profile of the Group and expected return will be considered. As a
result, the Group will strive to identify suitable projects with potential
for development and satisfactory returns across various sectors in the
PRC market.
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MANAGEMENT DISCUSSION AND ANALYSIS

PR e

BUSINESS REVIEW AND OUTLOOK
PRC PROJECTS

Properties development and investment

Forward Investment (PRC] Company Limited

The principal assets of Forward Investment (PRC) Company Limited
(“Forward Investment”) is the 100% equity interests in A RZEME
REZHBRAA (Nanjing Taihe Yingke Property Company Limited*)
(“Nanjing Taihe Yingke”), which main asset is a complex development
project (the “Jiangning Project”) located in Jiangning Development
Zone, Nanjing, Jiangsu Province, the PRC. The Jiangning Project is a
composite complex comprising two towers of commercial space and
service apartments. The commercial space tower is a six-storey tower
with a gross floor area of 39,241.48 square metres and the service
apartments tower is an 18-storey tower with a gross floor area of
20,882.52 square metres. The total gross floor area of the Jiangning
Project is approximately 74,642.00 square metres which includes a
basement of approximately 14,518.00 square metres, and land use
rights of approximately 20,050.90 square metres.

The topping-up work of the commercial building had been completed
in 2015 while the interior construction work had been completed
in 2016 and the decoration work had been completed in 2017.
Approximately 1,600 square meters of the gross floor area of the
commercial building have been sold with average selling price of
approximately RMB37,100 per square meters. Approximately 9,100
square meters of the gross floor area of the commercial building has
been rented out. The construction of the service apartment building
had been completed and the construction completion acceptance
was granted in the first half of 2014. Pre-sale of service apartment
building had commenced in 2012. As at 31 December 2018, it was
confirmed that service apartment with approximately 20,100 square
meters of the gross floor area were sold with average selling price of
approximately RMB12,300 per square meters.
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Management Discussion and Analysis
BB

Pursuant to the subscription agreement, this investment will
provide the annual return undertaking of not less than 12% of the
consideration which can generate stable revenue streams and
cash surplus for the Group. On 15 May 2018, the guarantors of the
subscription agreement had fulfilled their obligations regarding
the return undertaking and compensated the shortfall of the
profit guarantee for the year ended 31 December 2017, being
HK$36,000,000, to the Group.

Properties investment

FEREY)RARAR] (Tianjin Jun Hua Logistics Company
Limited*)

Tianjin Jun Hua Logistics Company Limited (“Tianjin Jun Hua
Logistics”) is principally engaged in the business of property rentals
and operation of storage units. Tianjin Jun Hua Logistics owns a
property with a land use area of 11,331.30 square metres, comprising
of one building with one storey of 704.16 square metres and another
building with four storeys of 10,807.91 square metres at Tianjin
Economic and Technological Development Zone, Tianjin City, the
PRC. The property is located in the Tianjin Harbour, which is one of
the main transportation hubs of the PRC. The Company is of the view
that the acquisition allows the Group to invest in a property located
within a promising district. It is believed that the acquisition will
provide a steady rental income stream to the Group amid the current
low interest rate environment as well as appreciation potential of the
value of the property owned by Tianjin Jun Hua Logistics.

*

For identification purpose only
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Management Discussion and Analysis
BIE BB D AT

KEENRE NREERAR] (Tianjin Hui Li Yuan Power
Equipment Co. Ltd.*)

Tianjin Hui Li Yuan Power Equipment Co. Ltd. (“Tianjin Hui Li Yuan”) is
principally engaged in the business of property rentals and property
development. Tianjin Hui Li Yuan is the legal owner of the land use
right for a parcel of land with an area of approximately 29,012.72
square metres located at Tianjin Economic and Technological
Development Zone, Tianjin City, the PRC. The land is now for
industrial use and having two 4-storey buildings (namely Block Nos.
3 and 4) with a total gross floor area of 18,333 square metres under
construction. Whilst the construction work for the other 2 buildings
(namely Block Nos. 1 and 2) with a total gross floor area of 46,445
square metres was yet to commence. With the fast development of
the Tianjin’s logistics industry as well as the business and commercial
sector, the directors of the Company anticipate the land would have
greater development potential along with the economic growth of
Tianjin.

OUTLOOK

The management will continue to look for investment opportunities
in the PRC so as to expand the development portfolio of the Group
in the future. In this regard, investment opportunities which offer
satisfactory returns to the Shareholders within the acceptable risk
profile of the Group and expected return will be considered. As a
result, the Group will strive to identify suitable projects with potential
for development and satisfactory returns across various sectors in the
PRC market.

HUMAN RESOURCES

At 31 December 2018, the Group had a total of approximately 21
staff in Hong Kong and the PRC. The Group remunerates employees
based on their performance, experience and prevailing industry
practices so as to retain the competent and talented employees.

*

For identification purpose only
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Management Discussion and Analysis

BB WD AT

FINANCIAL REVIEW

RESULTS

The revenue of the Group for the year ended 31 December 2018
was approximately HK$56,182,000, as compared with approximately
HK$26,144,000 for the year ended 31 December 2017. The loss
attributable to owners of the Company for the year ended 31
December 2018 was approximately HK$20,088,000 as compared
with the loss attributable to owners of the Company of approximately
HK$44,700,000 for the year ended 31 December 2017. The difference
was mainly due to the one-off items such as gain on disposal of
a subsidiary and associates and impairment loss on goodwill
recognised for the year ended 31 December 2017,

CAPITAL STRUCTURE

The capital structure of the Group consisted of debt (which included
borrowings), cash and bank balances, loan receivables, and equity
attributable to owners of the Company, comprising issued share
capital and reserves of the Group.

LIQUIDITY AND FINANCIAL RESOURCES

The Group monitors its liquidity requirements on a short to medium
term basis and arranges refinancing of the Group’s borrowings when
appropriate. At 31 December 2018, the underlying current ratio,
defined as current assets over current liabilities, was approximately
2.26 (2017: 2.24). At 31 December 2018, the underlying gearing
ratio, defined as the total borrowings over total equity (including non-
controlling interests), was approximately 27% (2017: 27%) while the
current liabilities to the total assets ratio was approximately 25% (2017:
25%).

At 31 December 2018, the Group’s equity attributable to owners
of the Company was approximately HK$781,480,000, a decrease
of approximately 8% over last year end which was approximately
HK$850,509,000. The net current assets at 31 December 2018
was approximately HK$356,514,000 (2017: HK$386,738,000) while
cash and bank balances at 31 December 2018 was approximately
HK$553,114,000 (2017: HK$636,920,000).
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Management Discussion and Analysis
BIE BB D AT

CONTINGENT LIABILITIES

Certain properties of a subsidiary were pledged in favour of a PRC
trust company to secure the payment obligation of an independent
third party in the sum of approximately HK$91,088,000 (equivalent to
RMB80,000,000) granted by the PRC trust company in favour of the
independent third party. As at 31 December 2018, the outstanding
loan amount of the independent third party was approximately
HK$91,088,000 (equivalent to RMB80,000,000) and market value
of the properties pledged was approximately HK$129,800,000
(equivalent to RMB114,000,000) which was determined by an
independent valuer. The carrying amount of the pledged properties
was approximately HK$122,227,000 as at 31 December 2018. At the
reporting date, the Directors were of the opinion that the risk of default
by the independent third party is low.

The Group had no other material contingent liabilities.
CHARGE ON ASSETS

At 31 December 2018, property, plant and equipment of approximately
HK$122,227,000 (2017: HK$127,723,000) was pledged as securities
for payment obligation of an independent third party.

FOREIGN CURRENCIES

During the year, most of the business transactions, assets and
liabilities of the Group were denominated in Hong Kong Dollars,
Renminbi and United Stated Dollars. The Group had no material
foreign exchange exposure risks during the year.

FINAL DIVIDEND

The Board has resolved not to propose any final dividend for the year
ended 31 December 2018 (2017: nil).

CHINAINFRASTRUCTURE INVESTMENT LIMITED
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CORPORATE GOVERNANCE REPORT

SEEARE

The board of directors (the “Board”) and the Management of the
Company are committed to the principles of corporate governance
and to maximise shareholders’ value. These principles and objectives
enhance the transparency, accountability and independence of the
Company and its ability to attract investment and protect rights of
shareholders. The Company continues to review the effectiveness
of corporate structure so as to improve its corporate governance
practices.

CORPORATE GOVERNANCE PRACTICES

The Company has adopted its own code on corporate governance
practices which incorporates all the code provisions in the Corporate
Governance Code (the “CG Code”) set out in Appendix 14 of the
Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (the “Listing Rules”). The Directors confirm that,
throughout the financial year, the Company complied with the code
provisions of the CG Code except for the following deviations:

Code provision A.2.1 of the CG Code stipulates that the roles
of chairman and chief executive officer should be separate and
should not be performed by the same individual. The division of
responsibilities between the chairman and chief executive officer
should be clearly established and set out in writing. Mr. Xu Xiao Jun,
the Chief Executive Officer of the Company, had also been appointed
as the Chairman of the Company since 31 July 2017. The Board
believes that vesting the roles of both Chairman and Chief Executive
Officer in the same person has the benefit of ensuring consistent
leadership within the Group and enables more effective and efficient
overall strategic planning for the Group. The Board believes that
the balance of power and authority for the present arrangement will
not be impaired and is adequately ensured by current Board which
comprises experienced and high calibre individuals with sufficient
number thereof being independent non-executive Directors.

Code provision A.4.1 of the CG Code stipulates that non-executive
directors should be appointed for a specific term, subject to re-
election. The term of office for non-executive Directors including
independent non-executive Directors of the Company is not specific.
It is provided in the Company’s articles of association that all the
Directors are subject to retirement by rotation at least once every
three years at the annual general meetings of the Company and are
eligible for re-appointment. The Directors are of the view that such
provision in the Company’s articles of association has been able to
safeguard corporate governance.

ArmEFe ([E5g)) REEERF D
FERRARBNSKRREEBERAL - ZF
RAKBIRARESARBZERAE  HEMKE
KBS LA R R B8 E K ARFE IR AE R 2
BT o AR RIFEHE B IR AT (b IR 2 AR
NBIELRERTR -

TREBESR

ARRIEEMBEFIEEERBRTA > &T
AIEMABTBBMERSMARARES LT
HMA (T EMRR) MS 14 ERERT
A (TEREASTA)) RZMA SRR -
EEWHR  ARREREEMBFERNEST
REVETRIFTELZ ST RIMEST - HEIREE T A
ISR

REETRINSTANRXA2 A REERE K
THRERZ ABREMRD RN EHE—A
THE - TRETRARNBE PRSI D
WIAEEFAETHR - RARTITHAERR/ME
EEB-T—tFEA=T—HENTERT
RARRBERF - EFER /BRI ALHEE
EFEMITHAEEA BNREAN R B AR E
MERM— B URIASERERBEHRIE
BRESRETT - EFERA/RK LN
O REETE BT XEEI55 RaERSFE
REEFEe (HAKREERSREANAL
MR WEBRHBENELIFNTES)
HIZEDIRAE

EEERTRTRMEX A4 R EIFRITE
ERAETESET  WABREE - AD
FBFMITER (BREBUIFNITES) U E
RETH - ARRABERANREMEE
ENAEVBFEARABRRBFARE L
WERE-RARAEERREG LEEEE - &
ERRANAAABEIRARA L F IR A
RIEBLEEENR

TEREZREARLTF
—E-N\FER

"



12

Corporate Governance Report

TEE

/|:l—¥—

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct governing directors’
securities transactions on terms no less exacting than the required
standard set out in the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) set out in Appendix
10 of the Listing Rules throughout the financial year. Having made
specific enquiry of all Directors, the Directors confirmed that they
have complied with the required standard set out in the Model Code
and the Company’s code of conduct regarding directors’ securities
transactions.

BOARD OF DIRECTORS

Each Director has a duty to act in good faith and in the best interests
of the Company and is accountable for the manner in which the
affairs of the Company are managed, controlled and operated. The
Directors are collectively responsible for the success of the Company.
The Board, as at 31 December 2018, comprised:

(a) three executive Directors, namely Mr. Xu Xiao Jun (Chairman
and Chief Executive Officer), Mr. Ye De Chao and Mr. Ji Xu
Dong; and

(b) three independent non-executive Directors, namely, Mr. He Jin
Geng, Mr. Yu Hong Gao and Ms. Chen Yang and one of whom
has appropriate professional qualifications, accounting and
related financial expertise required under Rule 3.10(2) of the
Listing Rules.

The Company considers that the Board has a range of the necessary
skills and experiences for discharging their duties. All Directors have
been kept informed of major changes on a timely basis that may
affect the Company’s business.

INDEPENDENT PROFESSIONAL ADVICE

The Directors may, in appropriate circumstances, take independent
professional advice from external consultants including counsels, at
the Company’s expense. During the year under review, counsels were
engaged to provide the Board with advice on legal matters.
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BOARD MEETINGS

The Board meets regularly to formulate the objectives of the
Company, make decisions on strategic plans and budgets, monitor
the performance of the Senior Management, determine and review
the strategy of the Company, oversee the Company’s compliance
with statutory and regulatory requirement and to ensure that there is a
sound system of internal control and risk management with a goal of
protecting the interests of all shareholders.

Sufficient notices accompanying with agendas for regular and non-
regular board meetings were given to all of the Directors so that full
attendance could be attained and timely information was provided so
that informed decisions could be made. The Board conducts meeting
on a regular and ad hoc basis, as required by business needs.

The Board held totally 2 board meetings during the financial year and
the attendance of individual director is recorded as follows:

Attendance Record of Board Meetings (1 January 2018 -
31 December 2018)

4

EEEg

EFEQTHRTER  BEMEARAZE
17 RERBUEINBEEELRTE  BERS
RERERE  BULRBEZARAZR
B BERARRBTEEREEREZRE
o ARFERASE A BRE 2 NEREEE R
RREIR R4 - AMRE AR

=3
E2

EPREFCHEHIEHNESTSORESR
R\ BANER  UWRREEFHELRE
ZEGRLAEMEEZEBRENNBERLT
EHAERE - EFSEHRTERANES

EBBERBITRNEE -

RAMBERERN  EFTGHBT2RESFS
i MERES 2 HFERENT

EEgeR o HERE (ZE—N\E—A—
HE-ZE—N\&+=-A=+—8H)

Attendance
Attendance Rate
HERE HE =
Number of board meetings EEEERLH 2
Directors EE
Executive Directors HITEE
XU Xiao Jun (Chairman and WNME (EEFTBAEE) 2/2 100%
Chief Executive Officer)
YE De Chao i 2/2 100%
JI Xu Dong ZER 2/2 100%
Independent Non-executive Directors HUHNTEE
HE Jin Geng fAr& Bk 2/2 100%
YU Hong Gao B4T= 2/2 100%
CHEN Yang BRF 2/2 100%
FEEEZREFRAT
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INDEPENDENT NON-EXECUTIVE
DIRECTORS

In compliance with Rules 3.10(1) and 3.10(2) of the Listing Rules, the
Company has appointed at least three independent non-executive
directors and one of whom must have appropriate professional
qualifications or accounting or related financial management
expertise. As at 31 December 2018, the independent non-executive
Directors of the Company (the “INEDs”) represented at least one-third
of the Board in compliance with Rule 3.10A of the Listing Rules.

The Board is aware of other commitments of the INEDs and is
satisfied that these do not conflict with their duties as the Directors
of the Company. The Company has received from each of the INEDs
an annual confirmation of his independence as required under Rule
3.13 of the Listing Rules. Based on these confirmations, the Company
considers that each of the INEDs is independent.

The terms and conditions of appointing the INEDs are available for
inspection at the Company’s registered office.

DIRECTORS’ CONTINUOUS
PROFESSIONAL DEVELOPMENT

Each newly appointed Director is provided with an induction package
covering the Group’s business and the statutory regulatory
obligations of a director of a listed company so as to ensure that he/
she has appropriate understanding of the business and operation
of the Group and that he/she is fully aware of his/her responsibilities
and obligations under the Listing Rules and the relevant regulatory
requirements.

Code provision A.6.5 of the CG Code requires that all Directors
of the Company should participate in continuous professional
development to develop and refresh their knowledge and skills. This
is to ensure that their contribution to the Board remains informed and
relevant. During the year under review, all Directors of the Company
participated in continuous professional development programmes
and provided a record of training they received to the Company.
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The individual training record of each Director for the year ended 31
December 2018 is set out below.

RE-T—\F+-A=+—BILFE &
EEHEEIREIAMT -

Types of continuous professional
development programmes

BESERRRAEER
Executive Directors HiTEF
XU Xiao Jun wME A B
YE De Chao EShE Yl A B
JI Xu Dong ESIEES B
Independent Non-executive Directors BUIFHITEE
HE Jin Geng A& Bk B
YU Hong Gao Bi4Tm B
CHEN Yang BR¥ B

A attending seminars and/or conferences and/or forums

B: reading journals, newsletter, seminar materials and updates relating to
the latest development of the Listing Rules, other applicable regulatory
requirements and directors’ duties and responsibilities

A HEBERHAWE R R TE

B: HEBMLMMA  HMBEREEREN
EERBRETZEFERORT - B
o AR E AR

CHAIRMAN AND CHIEF EXECUTIVE
OFFICER

Code provision A.2.1 of the CG Code stipulates that the roles
of chairman and chief executive officer should be separate and
should not be performed by the same individual. The division of
responsibilities between the chairman and chief executive officer
should be clearly established and set out in writing.

Since 31 July 2017, Mr. Xu Xiao Jun, the Chief Executive Officer,
was also appointed as the Chairman of the Company. The Board
believes that vesting the roles of both Chairman and Chief Executive
Officer in the same person has the benefit of ensuring consistent
leadership within the Group and enables more effective and efficient
overall strategic planning for the Group. The Board believes that
the balance of power and authority for the present arrangement will
not be impaired and is adequately ensured by current Board which
comprises experienced and high calibre individuals with sufficient
number thereof being independent non-executive Directors.
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DELEGATION BY THE BOARD

The Board, headed by the Chairman, reserves for its decision all
major matters of the Company, including: approval and monitoring
of all policy matters, overall strategies and budgets, internal control
and risk management systems, material transactions (in particular
those that may involve conflict of interests), financial information,
appointment of Directors and“other significant financial and
operational matters. The Board regularly reviews and ensures that
corporate governance principles are in place and at good standard.

The daily management, administration and operation of the Group are
delegated to the senior management. The delegated functions and
responsibilities are periodically reviewed by the Board. Approval has
to be obtained from the Board prior to any significant transactions
entered into by the management.

BOARD COMMITTEES

The Board has established internal committees which are of no
less compliance requirements than those set out in the CG Code
of the Listing Rules, namely, Remuneration Committee, Nomination
Committee, Audit Committee and Corporate Governance Committee.
To further reinforce independence, these four committees are
structured to include a majority of independent non-executive
Directors.

REMUNERATION COMMITTEE

As at 31 December 2018, the Remuneration Committee was chaired
by Mr. Yu Hong Gao, an independent non-executive Director with
other committee members comprising two other independent
non-executive Directors, namely Mr. He Jin Geng and Ms. Chen
Yang and one executive Director, namely Mr. XU Xiao Jun. The
Remuneration Committee comprises a majority of independent non-
executive Directors that brings an independent and objective view
to the remuneration packages of the executive Directors and Senior
Management of the Company to provide a significant degree of
protection to the shareholders. No director involved in deciding his/
her own remuneration.

During the financial year, the Remuneration Committee reviewed the
remuneration packages of the Directors and the Senior Management,
including discretionary bonus, which were based on individual
performance, skill and knowledge, involvement in the Group’s affairs
and performance and profitability of the Group.
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The Remuneration Committee determines the specific remuneration
packages of individual executive Directors and Senior Management,
including benefits in kind, pension rights and compensation
payments; and makes recommendations to the Board on the
remuneration of non-executive Directors. The responsibilities of the
Remuneration Committee are described in the terms of reference
adopted. Details of the remunerations of the Directors are shown on
pages 120 to 121 of this annual report. The Remuneration Committee
had met once during the financial year and the attendance of
individual member is recorded as below.

YNEESETENTEE RSN ERE
W EFMFE (BiEFSEMNE Rk
BFMEESRE)  ARFIERITEEHEH
MRESSREER FNEES 2 EAH
m%%%mz&%ﬁlmo§$%wilﬁ
RAFRFE 12021215 - HFHEE SN A
MERFEEANRITT — m?% BRI B 2
FERLERE N T3 o

Attendance Record of Remuneration Committee Meeting ¥ MZESEZ2HELRH (ZS—N\F—
(1 January 2018 — 31 December 2018) B—BZE=Z2—-NE+=ZA=+—H)
Attendance
Attendance Rate
HERE HHE =
Number of remuneration FNEEEERERE
committee meeting 1
Members EE
Independent Non-executive Directors BUIFHITEE
YU Hong Gao (Chairman) Balm () 1/1 100%
HE Jin Geng I Bk 1/1 100%
CHEN Yang B 1/1 100%
Executive Director HITEE
XU Xiao Jun RME 1/1 100%
= = =
NOMINATION COMMITTEE REZESE

As at 31 December 2018, the members of the Nomination Committee
included three independent non-executive Directors, namely Mr. He
Jin Geng, Mr. Yu Hong Gao and Ms. Chen Yang with Mr. Xu Xiao Jun,
an executive Director, as the Committee Chairman.

The Nomination Committee is responsible for making recommendations
to the Board for its approval on the appointment of the Directors,
evaluation of board composition and the management of board
succession with reference to various aspects as well as factors
concerning board diversity as set out in the Company’s board
diversity policy, including but not limited to gender, age, cultural and
educational background, ethnicity, professional experience, skills,
knowledge and length of service. The ultimate decision will be based
on merit and contribution that the selected candidates will bring to the
Board.
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The Nomination Committee carries out the process of selecting
and recommending candidates for directorship including the
consideration of referrals and engagement of external recruitment
professionals when necessary. The Chairman of the Nomination
Committee, in consultation with the person responsible for human
resources and the secretary of the Nomination Committee, should
be primarily responsible for drawing up and approving the agenda
for each Nomination Committee meeting. Potential candidates are
then considered at the Nomination Committee meetings based on
their experience, professional qualifications, independence and
their expected remuneration packages to complement the corporate
strategy and achieve board diversity, where appropriate, before
making recommendation to the Board. The Nomination Committee
held two meetings during the financial year and the attendance of
individual member is recorded as below.

Attendance Record of Nomination Committee Meetings (1 January
2018 — 31 December 2018)

REZESETHEREBEFTAEZE
Fr BREEREBAEZREARERZE
SNAIBIEES - RBRERBEERABEAN
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REZEEERIHERE (Z2-N\F—
A—RE-FE-NH+ZA=+—H)

Attendance
Attendance Rate
HE R HE=E
Number of nomination REZESERRH
committee meetings 2
Members HE
Independent Non-executive Directors HUINTEE
HE Jin Geng Al Bk 2/2 100%
YU Hong Gao B4l = 2/2 100%
CHEN Yang BR*F 2/2 100%
Executive Director HITEE
XU Xiao Jun (Chairman) wNME () 2/2 100%

The Nomination Committee completed the following work in 2018:

(1) Reviewed the structure, size, composition and diversity of the
Board;

(2) Made recommendations to the Board on the re-election of
directors retiring at the annual general meeting of the Company
held on 22 June 2018; and

(8) Assessed the independence of all the independent non-
executive directors of the Company.
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AUDIT COMMITTEE

The Audit Committee reviews the Company’s financial reports,
internal controls and corporate governance issues, appointment of
external auditors and review their independency and makes relevant
recommendations to the Board. The written terms of reference which
describes the authority and duties of the Audit Committee has been
prepared and adopted with reference to “A Guide for The Formation
of An Audit Committee” and “A Guide for Effective Audit Committee”
published by the Hong Kong Institute of Certified Public Accountants,
and amended in accordance with the CG Code.

As at 31 December 2018, all the committee members were
independent non-executive Directors and one of whom possesses
appropriate professional qualifications, accounting or related financial
management expertise. The Chairman of the Audit Committee, Mr.
He Jin Geng, is a qualified accountant and has the relevant financial
experience. Other members were Mr. Yu Hong Gao and Ms. Chen
Yang. None of the Audit Committee members were members of the
former or existing auditors of the Company.

The Audit Committee held 2 meetings during the financial year and
the attendance of individual member is recorded as below. During the
meetings, the Audit Committee reviewed the accounting principles
and practices adopted by the Group, the interim and annual reports
of the Group and discussed with the external auditors on auditing,
internal control and financial reporting matters.

Attendance Record of Audit Committee Meetings (1 January 2018
— 31 December 2018)
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Attendance
Attendance Rate
H R E HE=R
Number of audit committee meetings BREESEE I 2
Members HE
Independent Non-executive Directors HUHNTEE
HE Jin Geng (Chairman) ek (F/E) 2/2 100%
YU Hong Gao B4T= 2/2 100%
CHEN Yang BRF 2/2 100%
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CORPORATE GOVERNANCE COMMITTEE

As at 31 December 2018, the Corporate Governance Committee
consisted of four members, namely Mr. He Jin Geng, Mr. Yu Hong
Gao and Ms. Chen Yang, all being independent non-executive
Directors and Mr. Xu Xiao Jun, being an executive Director. Mr. Xu
Xiao Jun was the Chairman of the Corporate Governance Committee.

The Corporate Governance Committee is responsible for, including
but not limited to, developing and reviewing the Company’s policies and
practices on corporate governance and making recommendations
to the Board, reviewing and monitoring the training and continuous
professional development of the Directors and Senior Management
of the Company, reviewing and monitoring the Company’s policies
and practices on compliance with legal and regulatory requirements,
developing, reviewing and monitoring the code of conduct applicable
to the employees and the Directors of the Company, and reviewing
the Company’s compliance with the CG Code and disclosure in the
Corporate Governance Report.

The Chairman of the Corporate Governance Committee should be
primarily responsible for drawing up and approving the agenda for
each Corporate Governance Committee meeting and ensure that
all members of the Corporate Governance Committee should have
sufficient information in a timely manner to enable effective discussion
at the Corporate Governance Committee meeting. The Chairman
should also brief all members on issues arising at each Corporate
Governance Committee meeting. The Corporate Governance
Committee held one meeting during the financial year and the
attendance of individual member is recorded as below. During the
meeting, the Corporate Governance Committee reviewed the training
and continuous professional development of the Directors and Senior
Management, the Company’s policies and practices on compliance
with legal and regulatory requirements and the Company’s compliance
with the CG Code and disclosure in the Corporate Governance Report
of this annual report.
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Attendance Record of Corporate Governance Committee Meetings ©GXERZEGERZ2HERHE (ZZ2—N
(1 January 2018 — 31 December 2018) F—HA—HBE=Z—-N\F+=ZA=+—H)
Attendance
Attendance Rate
HERE HEER
Number of corporate governance TEERZESERRH
committee meetings 1
Members EE
Independent Non-executive Directors BUIFHITEE
HE Jin Geng A& Bk 1/1 100%
YU Hong Gao B4l = 1/1 100%
CHEN Yang B 1/1 100%
Executive Director HITEE
XU Xiao Jun (Chairman) BME (/) 1/1 100%
» - 3
AUDITOR’S REMUNERATION A2 B B 7
During the year ended 31 December 2018, the audit fees and non- EHEZE-_Z—N\F+-A=1T—HILFE ' &
audit fees payable/paid to the external auditors of the Group were 3/ B AEEINEIZEEN 2 A% B AR IE

HK$ 1,180,000 (2017: HK$1,960,000) and nil (2017: nil) respectively.
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DIVIDEND POLICY

The Company has adopted a dividend policy (the “Dividend Policy”)
on payment of dividends. Provided that the Group has distributable
profits and without affecting the operations of the Group, the Company
may consider to declare and pay dividends to the shareholders of
the Company (the “Shareholders”). In deciding whether to propose
a dividend and in determining the dividend amount, the Board shall
take into account, included but not limited to: (i) the general financial
condition of the Group; (ii) the expected working capital requirements
and debt level of the Group; (iii) the actual and future operations
and liquidity position; (iv) the expectations of the Shareholders and
investors and industry practices; (v) any restrictions on payment
of dividends that may be imposed by the Group’s lenders; (vi) the
general market conditions; and (vii) any other factors that the Board
deems appropriate.

The payment of the dividend by the Company is also subject to any
restrictions under the Companies Law of the Cayman Islands and
the memorandum and articles of association of the Company. The
Dividend Policy will continue to be reviewed by the Board from time to
time and there can be no assurance that a dividend will be proposed
or declared in any particular amount for any specific period.
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DIRECTORS’ RESPONSIBILITIES FOR
THE CONSOLIDATED FINANCIAL
STATEMENTS

The Directors aim to present the consolidated financial statements
of the Group in accordance with the statutory requirements
and applicable accounting standards. The Directors ensure the
publication of consolidated financial statements of the Group in
a timely manner that the final and interim results of the Group are
announced within the three months and two months limit respectively
after the end of the relevant periods prescribed under the Listing
Rules.

The consolidated financial statements of the Group for the year ended
31 December 2018 have been reviewed by the Audit Committee and
audited by the external auditors, Centurion ZD CPA Limited.

The Directors acknowledge their responsibilities for preparing the
consolidated financial statements of the Group and presenting a
balanced, clear and comprehensive assessment of the Group’s
performance and prospects. They are not aware of any material
uncertainties relating to events or conditions that may cast significant
doubt upon the ability of the Group to continue as a going concern.
The Statement of the Auditors about their reporting responsibilities on
the consolidated financial statements is set out in the Independent
Auditor’s Report.

RISK MANAGEMENT AND INTERNAL
CONTROL

The Board is overall responsible for evaluating and determining the
nature and extent of the risks it is willing to take in achieving the
Group’s strategic objectives, and ensuring that the Group established
and maintained appropriate and effective risk management and
internal control systems.

The Audit Committee reviews the risk management and internal
controls that are significant to the Group on an on-going basis.
The Audit Committee would consider the adequacy of resource,
qualifications and experience and training of staff and external
advisor of the Group’s accounting, internal audit and financial
reporting function.
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The management of the Group is responsible for designing,
maintaining, implementing and monitoring of the risk management
and internal control system to ensure adequate control in place to
safeguard the Group’s assets and stakeholder’s interest.

The Group has established risk management procedures to address
and handle all the significant risks associated with the business of
the Group. The Board would perfofm annual review on any significant
change of the business environment and establish procedures to
respond to the risks resulted from significant change of business
environment. The risk management and internal control systems are
designed to mitigate the potential losses of the business.

The management would identify the risks associated with the
business of the Group by considering both internal and external
factors and events which include political, economic, technology,
environmental, social and staff. Each of the risks has been assessed
and prioritised based on their relevant impact and occurrence
opportunity. The relevant risk management strategy would be applied
to each type of risks according to the assessment results. Type of risk
management strategy has been listed as follow:

— Risk retention and reduction: accept the impact of risk or
undertake actions by the Group to reduce the impact of the
risks;

— Risk avoidance: change business process or objective so as to
avoid the risk;

— Risk sharing and diversification: diversify the effect of the risk or
allocate to different location or product or market; and

— Risk transfer: transfer ownership and liability to a third party

The internal control systems are designed and implemented to
reduce the risks associated with the business accepted by the Group
and minimise the adverse impact results from the risks. The risk
management and internal control system are designed to manage
rather than eliminate the risk of failure to achieve business objectives,
and can only provide reasonable and not absolute assurance against
material misstatement or loss.
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For the financial year ended 31 December 2018, the Group has
engaged an external advisory firm to undertake the internal audit
function to ensure the effectiveness and efficiency of the risk
management and internal control system of the Group. There is no
significant deficiency and weakness on the internal control system
being identified by the external advisory firm for the year ended 31
December 2018.

The Board considered that, for the year ended 31 December 2018,
the risk management and internal control system and procedures
of the Group, covering all material controls including financial,
operational and compliance controls and risk management functions
were reasonably effective and adequate.

COMPANY SECRETARY

As at 31 December 2018, the company secretary of the Company, Mr.
Tso Ping Cheong Brian, fulfills the requirement under Rules 3.28 and
3.29 of the Listing Rules. During the year ended 31 December 2018,
Mr. Tso has duly complied with the relevant professional training
requirement and he has taken no less than 15 hours of relevant
professional training to update his skills and knowledge.

SHAREHOLDERS’ RIGHTS

PROCEDURES FOR SHAREHOLDERS TO CONVENE
AN EXTRAORDINARY GENERAL MEETING

In accordance with Article 57 of the articles of association of the
Company, an extraordinary general meeting shall be convened on
the written requisition of any 2 or more members holding at the date
of the deposit of the requisition in aggregate not less than 25 per
cent of such of the paid up capital of the Company as at the date
of the deposit carries the right of voting at general meetings of the
Company. Such requisition must state the objects of the meeting and
must be signed by the requisitionists and deposited at the office. If
the Directors do not within 21 days from the date of the deposit of
such requisition proceed duly to convene an extraordinary general
meeting, the requisitionists themselves may convene the extraordinary
general meeting in the same manner, as nearly as possible, as
that in which meetings may be convened by the Directors, and all
reasonable expenses incurred by the requisitionists as a result of the
failure of the Directors to convene such a meeting shall be reimbursed
to them by the Company.
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PROCEDURES FOR PUTTING FORWARD ANY
SHAREHOLDERS’ ENQUIRIES OR PROPOSALS TO
THE BOARD

Shareholders may at any time send their enquiries or proposals to the
Board/Company Secretary by email: hkoffice@china-infrastructure.com,
by fax: (852) 2698 8188, or by mail to Suite 607, 6th Floor, Ocean
Centre, 5 Canton Road, Tsim Sha Tsui, Kowloon, Hong Kong.

Shareholders may also make enquiries with the Board at the general
meetings of the Company.

INVESTOR RELATIONS

The Company continues to pursue a proactive policy of promoting
corporate transparency and communications with the shareholders,
potential investors and investment community through its mandatory
interim and final reports. The Senior Management responsible
for investor relations holds meetings with press reporters and
potential strategic investors to keep them abreast of the Company’s
development.

During the year under review, there were no changes in the articles of
association of the Company (“Articles of Association”). An up to date
version of the Articles of Association is available on the Company’s
website and the Stock Exchange’s website. The shareholders may
refer to the Articles of Association for further details of their rights.

COMMUNICATION WITH SHAREHOLDERS

The Board recognises the importance of good communications with
all shareholders so that they can exercise their rights as shareholders
in an informed basis. Besides regular distribution of financial
reports, the Company has a corporate website to foster effective
communications with the shareholders. It is maintained to disseminate
Company’s announcements and presentations, shareholders’
information and other relevant financial and non-financial information
on a timely basis.
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Another dialogue with shareholders is the Company’s general
meetings which provide a useful forum for shareholders to exchange
their views with the Board. The Company shall provide shareholders
with relevant information on the resolution(s) proposed at a general
meeting in a timely manner in accordance with the Listing Rules.
The information provided shall be reasonably necessary to enable
shareholders to make an informed decision on the proposed
resolution(s). Shareholders are encouraged to participate in general
meetings or to appoint proxies to attend and vote at the meetings for
and on their behalf if they are unable to attend the meetings.

The Company held totally 1 general meeting during the financial year
and the attendance of individual director is recorded as follows:

Attendance Record of General Meetings (1 January 2018 — 31
December 2018)
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INTRODUCTION AND SCOPE OF
ENVIRONMENTAL, SOCIAL AND
GOVERNANCE REPORT

The Environmental, Social and Governance (“ESG”) report is
prepared with accordance to Appendix 27 Environmental, Social and
Governance Reporting Guide (the “ESG Reporting Guide”) set out in
the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited. The Board has reviewed and approved the
report and is pleased to present our performance and progress on
environmental, social and governance areas for the year ended 31
December 2018.

The ESG report of the Group has been presented into two subject
areas, Environmental and Social and each subject area will have
various aspects to disclose the relevant policies and the status of
compliance with relevant laws and regulations as addressed by the
ESG Reporting Guide.

The Group understands the importance of ESG report and is
committed to making continuous improvements in corporate social
responsibility into our business in order to better meet the changing
needs of an advancing society. The ESG report of the Group will
present mainly policies, initiatives and performance. The following will
show the ESG issues that are found material for the Group and the
relation to the ESG Reporting Guide:

ESG Guide

RIE HERERMEES

A. Environmental

A B

A.1 Emissions

Al HERY

A.2 Use of resources

A2 BRERA

A.3 Environmental and natural resources
A3 BERXRER
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Relevant ESG issues to the Group
EASEMEEANRE  HERELERE

Carbon dioxide emission and waste management
— LB R BEE Y E IR

Energy and water consumption

BEIR{E A K A7k

Measures in reducing environmental impact
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ESG Guide Relevant ESG issues to the Group
BRI - HERERRERES HEASEMEEANERE  HERELERE
B. Social

B. #®

B.1 Employment Labour practices

B.1 & BIER

B.2 Health and safety Workplace health and safety

B2 REHEZZ TIESfRRER 2

B.3 Development and training Employee development and training
B.3 #EKRIEI EEBREKEI

B.4 Labour standards Child labour and forced labor

B.4 ZI%A| BT REHST

B.5 Supply chain management Supplier management

B.5 MHMEHEER HrEmE R

B.6 Product responsibility Product safety and quality

B.6 EmEfE Emk:zhEE

B.7 Anti-corruption Anti-corruption and money laundering
B.7 RES RESRERE

B.8 Community investment Community involvement

B.8 #ERE bl

THE GROUP

The Group is primarily an investment holding company and its
investment portfolio includes (i) property investments; and (ii) natural
gas business.

ENVIRONMENTAL

The Group has established environmental policies and has
communicated measurable environmental objectives to employees.
The Group actively encourages staffs to protect the environment
through training, education and communication.

The Group always keeps itself up-to-date on developments in local
legislation and standards for environmental protection. During the
reporting period, the Group did not experience any cases of non-
compliance relating to environmental laws and regulations in PRC
and Hong Kong.
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Emissions

The Group has conducted regular assessments on the air and
greenhouse gas emission, as well as the generation and disposal of
non-hazardous waste. Relevant departments are required to collect
and analyse relevant data and take specific measures to reduce
emissions.

Carbon dioxide and waste management

The major source of carbon dioxide emissions is from the use of
energy. The Group has established various energy saving initiatives
to the carbon footprint.

The waste management from the Group’s business activities mainly
consists of office paper during the reporting period. No substantial
hazardous waste was produced by the Group during the Reporting
period. The Group has launched a number of waste management
programme, including:

° Recycling of paper materials, printing cartridges and batteries;

° To encourage staff to mitigate paper consumption by double-
sided printing and reusing paper printed on one side.

The Group is governed by, and has complied with, the Environmental
Protection of the People’s Republic of China Prevention (% AR
HFBEIRFIREE). The Group does not generate significant air
emission or hazardous waste.

Our greenhouse gases emissions are indirect, principally resulting
from electricity consumed at the Group’s workplace as well as from
business travel by employees.

During the year ended 31 December 2018, air emission for Nitrogen
Oxides (“NOx”), Sulphur Oxides (“SOx") and respiratory suspended
particles (“RSP”, also known as Particulate Matter (“PM”)) were about
70.5 g, 5.2 g and 2.1 g respectively, which were mainly generated
from using of motor vehicles.
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During the year ended 31 December 2018, the main sources of
the Group’s greenhouse gas emissions were derived from direct
emission from the stationary combustion sources and the mobile
combustion sources (“Scope 1”), indirect emission from purchased
electricity (“Scope 2”) and other indirect emissions from electricity
used for processing water and business travel (“Scope 3”). The total
greenhouse gases emissions for the Scope 1, Scope 2 and Scope 3
during the year ended 31 December 2018 were about 377 kg, 53,865
kg and 48,440 kg, respectively.

Use of resources

Energy and water consumption

With the vision of helping to protect the planet and of incorporating
environmental sustainability into its business functions and processes,
the Group proactively seeks opportunities for increasing operating
efficiency in order to minimize the use of resources.

The resources used by the Group are principally attributed to
electricity and water consumed at its office. We would perform regular
assessments of use of resources.

The Group has adopted green office practices to reduce natural
resource consumption and the impact on the environment. For
instance, offices are equipped teleconference and internet-meeting
practices are encouraged to avoid unnecessary travel.

To achieve higher energy efficiency, the Group implemented the
following key initiatives during the Reporting Period:

° To switch off lights and air-conditioning in the meeting room and
computers at work stations where not in use

° To select the best configuration for air-conditioning control
programme, based on in-door requirement and out-door
condition.

The total amount of use of energy of the Group was insubstantial
since all energy resources are consumed for the offices’ operation.
During the year ended 31 December 2018, the Group’s total electricity
consumption and total water consumption were approximately 65,130 kwh
and 1,027 tonnes, respectively.
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Environmental and natural resources

Measures in reducing environmental impact

The Group mainly involves in trading business and does not involve
in any business that has substantial impact on the environment or
involve in any significant consumption of natural resource.

SOCIAL

The Group believes that one of the key aspects of its success
is the good relationship it maintains with employees. The Group
provides competitive employee benefits and comprehensive training
programmes in order to encourage employees to achieve their
potential and put their abilities to good use.

Employment

The Group provides a number of staff activities to enhance
employees’ sense of belonging and to help create a friendly working
environment.

The Group’s practices and policies with respect to:

o compensation and dismissal;
° recruitment and promotion;

° working hours;

o rest periods;

° equal opportunities;

° diversity;

o anti-discrimination; and

o welfare and other benefits,

which have complied with Labor Law of the People’s Republic of
China (F#ZEAREMEILB)E), Labor Contract Law of People’s
Republic of China {(FZE AR L FMEI 4 84 [F7£) and other relevant
laws and regulations. During the year, the Group has no non-
compliance with the above law and regulations.
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The Group also aims to promote the diversity of workforce, including
in terms of age, gender and nationality, as well as culture of equal
opportunity. The management would frequently review the Group’s
remuneration policy in relation to relevant market standards.

The Group’s employees work under a 40-hour standard per week
and it maintains a holiday policy and travel policy, as well as annual
vacation leave, compensation leave, maternity leave, personal leave
and sick leave.

Health and Safety

The health and safety of employees have always been the Group’s
priority. The Group has established a set of policies which focused
on keeping a safe and healthy workplace, including the following
requirements:

° Relevant training and knowledge have been provided to
employees in respect to risks associated with the construction.

o The warning wording has been posted into the obvious area of the
construction site to emphasize the health and safety practice

With respect to occupational safety management, the Group has
complied with all the corresponding local and Labour Law of the
People’s Republic of China {2 A RHEFEI & 8)%) of occupational
safety and health. Workplace is equipped with fire and safety
equipment to prevent outbreak of fire accident and the validity of the
fire facilities have been regularly checked. During the year, the Group
has reported zero work-related fatalities and work injuries.

Development and Training

The Group has always believed that people development plays
the fundamental role in placing a solid ground for business growth.
The Group aims to regularly upgrade staffs’ professional skills and
knowledge, standards and integrated abilities. The Group also
motivates employees’ job enthusiasm and welcome challenges,
thereby creating greater corporate value and future development.

The Group has various training programmes, internal and external, to
fully develop its workforce. New employees are also provided with on-
boarding training to help faster adapt to the operations of the Group.
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Environmental, Social and Governance Report

I%iﬁ ® %:t%& /m#&i

Labour Standards

Child labour and forced labour

It is always the Group’s policy to prohibit to employ any staffs who has
under the legal working age for protecting minors.

Insurance and work security packages:

Hong Kong

&8

Mandatory Provident Fund (MPF)
BEMAES BES)

Medical Insurance

BERR

Performance Bonus

AMIEAL

Severance Payment/Long Service Payment

BHE REARES
Maternity/Paternity Leave with Pay

BHER FER

Employment Compensation Insurance

EIRREE R

BT AR

ETREHET

AEE-BERFEBELRAARBEETE
FERABMER - MRERKFA o

R & TIEGRIERER

Medical Insurance

BRRRE

Unemployment Insurance
KERR

Work-related Injury Insurance
TERE

Childbirth Insurance

=L 5

Hosing Accumulation Funds
FEAES

Health and Safety Endowment Insurance

EREL =R ERR

The labour standards may vary in different jurisdictions that the
group has operated and the Group complies with the relevant labour

$EIW TR S B R AR S TIRE
EEEMAR REZ2-F—\F+=A

standards of Labour Contract Law of the People’s Republic of China
(REARKEFMELEARE) for the year ended 31 December 2018.
There is a strict recruitment procedure through Human Resource
Department and upon discovery of any child labour and use of forced
labour, the person will be dismissed immediately and the Board will
discuss and review the problem to prevent it from happening again.
For the year ended 31 December 2018, there is no labour dispute
between the company and its staff.

Supply Chain Management

The Group has business of trading of construction materials. During
the year ended 31 December 2018, the Group has carefully selected
its suppliers for providing the natural gas related products to ensure
the quality of the products. The Group has established policy to
maintain long term relationship with the major supplier.

CHINAINFRASTRUCTURE INVESTMENT LIMITED
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Environmental, Social and Governance Report

B HBREARE

Product Responsibility

The group complies with various PRC regulations relevant to the
operation the operation of its business in areas, such as health and
safety, advertising, privacy matter relating to its customers and
services.

To ensure the health and safety of patrons and employees of the
property in the construction and operation, the building of the Group
would be tested and repaired to ensure the property’s quality.

The Group strictly complies with the Advertising Law of the People’s
Republic of China and requires related parties to do likewise in the
advertising contract.

The Group’s employees are obligated to retain in confidence any
and all information obtained in connection with their employment,
including, but not limited to, trade secrets, client information and other
proprietary information.

Anti-Corruption

The Group upholds a high standard of business integrity throughout
its operations. A system with good moral integrity and anti-corruption
mechanism is the cornerstone for the sustainable and healthy
development of the Group.

With compliance with relevant laws and regulations of Criminal law
of the People’s Republic of China (% AREFEAE) and the
Anti-Unfair Competition Law of the People’s Republic of China {#
= AR KEMBIRTIEE#F%), the Group also has policy to ensure
compliance with guideline on anti-money laundering and counter
terrorist financing. For the year ended 31 December 2018, such
events have never happened in the Group.

Community investment

The Group has contributed its part to build more environmentally
friendly energy infrastructure. The Group would also seek
opportunities to contribute to the social community in the coming
future.
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DIRECTORS AND SENIOR MANAGEMENT

EENEREER

EXECUTIVE DIRECTORS

Mr. XU Xiao Jun, Chairman and Chief Executive Officer, aged 40, has
been appointed as an executive Director of the Company on 2 August
2012. Mr. Xu has taken up the role as the Chief Executive Officer of
the Company effective from 9 March 2015. Mr. Xu was appointed as
the Chairman of the Company on 31 July 2017. Mr. Xu is the executive
deputy general manager and legal representative of FRZEMAE
EXABR A (Nanjing Taihe Yingke Property Company Limited*).
Mr. Xu served as the deputy general manager and the director of the
office of R B F|REHEM BB A E (Nanjing Wanlilai Real Estate
Development Company Limited*) during the periods from 2002 to
2009 and from 2000 to 2002 respectively. Save as being a colleague
of Mr. Ye De Chao, an executive Director of the Company at IR
FMAREEABR AR (Nanjing Taihe Yingke Property Company
Limited*) and formerly at FREFIREHERIZEFRAE (Nanjing
Wanlilai Real Estate Development Company Limited*), Mr. Xu is not
connected with any other directors, senior management or substantial
or controlling shareholders of the Company. Mr. Xu is a director of
certain subsidiaries of the Company.

Mr. YE De Chao, aged 58, joined the Group as an Executive Director
and Chief Executive Officer of the Company on 17 January 2012.
Mr. Ye was appointed as the Vice Chairman of the Company since 1
August 2012 and was then redesignated as the Acting Chairman of
the Company on 18 January 2013. Mr. Ye has been appointed as the
Chairman of the Company on 28 February 2013. Mr. Ye has resigned
as the Chief Executive Officer of the Company but continued to serve
as the Chairman of the Company effective from 9 March 2015. Mr.
Ye has resigned as the Chairman of the Company but continued to
serve as an executive director of the Company with effect from 31
July 2017. Mr. Ye is also the chairman of FREMBERIBEXARA
7] (Nanjing Taihe Yingke Property Company Limited*) which is an
associated company of the Company, and the chairman of FIR &
FREERZE AR AT (Nanjing Wanlilai Real Estate Development
Company Limited*). Mr. Ye has over 20 years of experiences in
business operation and management. Mr. Ye was an electric engineer
of I AR AMBEER HEEK B REK D BHENEME (Electric
Technology Department, Nanjing Railway Sub-administration,
Shanghai Railway Bureau, The Ministry of Railways of The People’s
Republic of China*). He obtained an undergraduate diploma from
Southeast University in July 1992 and an EMBA from Cheung Kong
Graduate School of Business, which is located in Beijing, the People’s
Republic of China, in September 2011. Mr. Ye is a director of certain
subsidiaries of the Company.

CHINAINFRASTRUCTURE INVESTMENT LIMITED
Annual Report 2018

HITES

WAMREE - TERITHAEE - HF405% -
R_E——FN\A_BEZERNAFTIHIT
Ex -RELB-TE-AF=ANARER
ARARITHAE B - RAEER T —L%F
TtA=T—HEBZERARRAIRE - RELE
RERFENAMERERAFZ BEEIEL
EHREARR - RAELEGR T _FE—
ETNFHEL - TTETFE T~ FH]
B RIEERRENKFEHERE AR AT
BB LR AETE - BRERARATMT
EEXRBEALERRTNANMERERA
AREREERENREEREFRAT
ZREI  RAEEERNABEAEMES
BREREN T BHERBERLEE - 15
EEMBEARREMEARZESE -

EERELE  BFESSHm R T — —F—
ATEAMAREEEAERRARRITEE R
ITIABE - EEAEB T ——F N \A—HE
BZARBARREERE WA T —=F—
AT N\BREETARRFRIEEFE - £4h4
RZZE—=F_A=-+\HEZETAEELRQ
B EE4ACN _Z—RAFE=AhAE
EARRBITREE B - BNEBERRRE
& o ¥AEERZTE—+FLtA=+T—H#
EARRBEF B - BNEBITARNTE
EF—B o XAEBRNTARARIZHEAFE
RRMBREXBRATZERF  WAMR
BRNREHEREBRARZER - ¥44E
BB2HBFHNARLERERKS - ¥4
A B BB I A R LB 8 B e R
PR REED RE N FMEHEE S T2AD -
BR—ANZFERAESERMASZREAR
BRE  WRZE——FNAEERMURFE
IR RTIHEREEMBA T BB L2
i o EAERARAIBHEWNBARICES -



Directors and Senior Management

EENSREER

Mr. JI Xu Dong, aged 54, has been appointed as an executive
Director of the Company on 2 August 2012. Mr. Ji has studied the
course in International Trade at Nanjing University. Mr. Ji has also
attended the International Financial Investment Programme of
Shanghai Jiao Tong University. Mr. Ji is the director and general
manager of R g KLRIRmEEFR AR (Nanjing Vegetable and
Non-staple Food Group Company Limited*). He previously served
as vice general manager of RMEHERREEBA LT (Nanjing
Vegetable and Non-staple Food Group*). Mr. Ji has obtained the
independent director authentication from the Shanghai National
Accounting Institute. Mr. Ji is a director of certain subsidiaries of the
Company.

Save as disclosed above, no executive Directors of the Company
have held any other directorships in listed public companies in
the last three years and none of them are connected with any
other directors, senior management or substantial or controlling
shareholders of the Company.

There is currently no director service contract between the Company
and any executive Director. There is no specific term in respect of
their respective appointment, but subject to retirement by rotation
at least once every three years at the annual general meetings of
the Company. The executive Directors are not entitled to director’s
fee but will be entitled to discretionary bonus to be decided by the
Board based on their contributions, the Company’s annual business
performance and the recommendation given by the Remuneration
Committee of the Board. Details of directors’ remuneration in 2018 are
set out in note 7 to the consolidated financial statements.
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Directors and Senior Management

EENSREER

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. HE Jin Geng, aged 49, has been appointed as an independent
non-executive Director of the Company on 1 August 2012. Mr. He
holds a Doctorate Degree in Politics and Economics from Nanjing
University. Mr. He currently serves as the general manager of # 5/
BEE A B AR AT (Nanjing South Hospital Medical Investment
Management Company Limited*). He previously served as a director
and president of FAR 2 &% 5 BFR A 7] (Nanjing Pharmaceutical Co.,
Ltd*) and as secretary of #1T%& =PI~ &EZ (Youth League
of Liuao District of Sanmen County of Zhejiang Province*), and also
served different posts in FR¥FEREHERM AR AT (Nanjing Xin
Gang High-Tech Co., Ltd*), including deputy director of the office,
secretary of the board of directors and deputy general manager.
Mr. He is a fellow member of the Association of Chartered Certified
Accountants.

Mr. YU Hong Gao, aged 56, has been appointed as an independent
non-executive Director of the Company on 1 August 2012. Mr. Yu
graduated from Nanjing University of Science and Technology
and holds a Doctorate Degree. Mr. Yu previously served as
deputy general manager of the Department of Entrusted Assets
Management, general manager of Asset Management Department
and general manager of Securities Investment Department of 2z
BERDBMR A7) (Huatai Securities Co., Ltd.*), deputy manager of
the Investment Department of JT &% B EEE = ¥ TR R I E A &)
(Jiangsu High-Tech Capital Venture Co., Ltd. of the Department of
Finance of Jiangsu Province*), deputy head of F{ZiR1TR RO TTH
P17 (Chengxi Sub-branch of China Citic Bank Nanjing Branch*),
deputy general manager of Securities Investment Head Office and
general manager of Assets Management Head Office of {28 5k%
BAEMR AT (Xin Tai Securities Co., Ltd.*).
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Directors and Senior Management

EENSREER

Ms. CHEN Yang, aged 45, has been appointed as an independent
non-executive Director of the Company on 5 September 2014. Ms.
Chen graduated from Southeast University and holds a master
degree. Ms. Chen currently serves as deputy general manager of
Nanjing Yulan Road Branch of Dongguan Securities Co., Ltd.* (B3
AEHFBREFAFIEREMIKAL S 2 550). She previously served as
sales director of Nanjing Hongwu South Road Branch of Dongxing
Securities Co., Ltd.* (B EHE %15 B R A &) 5 AL E B 3K AE 5 32 56),
marketing manager of Nanjing Hanzhong Road Branch of Xiangcai
Securities Co., Ltd.* (HEEHERD AR AR A ER KIS L %6)
and customer relationship manager of Nanjing Pacific South Road
Branch of Guotai Junan Securities Co., Ltd.* (BIZRE ZiFA D ER
NEIFRA T BT ER).

Save as disclosed above, no independent non-executive Director
of the Company has held any other directorships in listed public
companies in the last three years or is otherwise connected with
any other directors, senior management or substantial or controlling
shareholders of the Company.

There is currently no director service contract between the Company
and each of the independent non-executive Directors of the Company.
There is no specific term in respect of their respective appointment,
but subject to retirement by rotation at least once every three years
at the annual general meetings of the Company. Mr. He, Mr. Yu and
Ms. Chen received director’s fee of HK$120,000, HK$120,000 and
HK$120,000, respectively, in 2018.

* The English translation of the Chinese name(s), where indicated, is
included for information purpose only, and should not be regarded as
the official English name(s) of such Chinese name(s).
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DIRECTORS" REPORT
EETHE

The Directors submit herewith their annual report together with
the audited consolidated financial statements for the year ended
31 December 2018.

PRINCIPAL ACTIVITIES

The Company is primarily an investment holding company and its
investment portfolio includes (i) property investments; and (ii) natural
gas businesses.

BUSINESS REVIEW

A fair review of the business of the Group during the year and the
probable future business development of the Group are set out in
the sections headed “Chairman’s Statement” and “Management
Discussion and Analysis” of this annual report. A discussion and
analysis of the Group’s performance during the year and the
financial key performance indicators is set out in the section headed
“Management Discussion and Analysis” of this annual report. The
financial risk management objectives and policies of the Group are
set out in note 30 to the consolidated financial statements of the
Group. In addition, the environmental policies and performance,
compliance with relevant laws and regulations and the Group’s
relationship with its employees are disclosed in the section headed
“Environmental, Social and Governance Report” of this annual report.

PRINCIPAL RISKS AND UNCERTAINTIES
Business Risks

The Group’s business risk factors include changes in the overall
market conditions, downward pressure on China’s economy and
change of government policies in China. The Board is responsible for
overall business management and review of major business decisions
involving disclosure of significant risks from time to time.

Financial Risks

The Group has adopted a series of financial risk management policies
to manage its liquidity risk, credit term allocation risk, financing
structure risk, interest rate risk and exchange rate risk. The Board
also reviews the Group’s management accounts, capital structure and
key operational data on a monthly basis.

CHINAINFRASTRUCTURE INVESTMENT LIMITED
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Directors’ Report

EFEWE

Compliance Risks

The Board takes effective measures to ensure compliance of the
Company with the laws, regulations and rules. The Company has
engaged professional consultants and advisors to keep the Company
updated on the latest changes in the regulatory environment,
including legal, financial, environmental and operational development.

MAJOR CUSTOMERS AND SUPPLIERS

The aggregate revenue attributable to the Group’s largest
customer and five largest customers taken together accounted for
approximately 82% and 99% respectively of the Group’s total revenue
for the year.

The aggregate cost of sales attributable to the Group’s largest
supplier and five largest suppliers taken together accounted for
approximately 58% and 99% respectively of the Group’s total cost of
sales for the year.

Save otherwise disclosed, at no time during the year have the
Directors, their associates or any shareholder of the Company
(which to the knowledge of the Directors own more than 5% of the
Company’s share capital) had any interest in these major customers
and suppliers.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group
for the past five financial years is set out on page 178 of this annual
report.

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 December 2018
are set out in the consolidated statement of profit or loss and other
comprehensive income on pages 60 to 61 of this annual report.

The state of the Group’s affairs as at 31 December 2018 are set out in
the consolidated statement of financial position on pages 62 to 63 of
this annual report.

The board of directors does not recommend the payment of a
dividend for the year ended 31 December 2018.
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EEEHRE

PROPERTY, PLANT AND EQUIPMENT

Details of significant changes in the property, plant and equipment of
the Group during the year are set out in note 13 to the consolidated
financial statements.

SHARE CAPITAL

Movements in share capital of the Group and the Company during the
year are set out in note 27 to the consolidated financial statements.

RESERVES

Movements in reserves of the Group and the Company during the
year are set out in the consolidated statement of changes in equity
and in note 28 to the consolidated financial statements respectively.

PURCHASE, SALE AND REDEMPTION OF
SHARES

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company'’s listed shares during the year ended
31 December 2018.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
articles of association or the laws of the Cayman Islands, which
would oblige the Company to offer new shares on a pro-rata basis to
existing shareholders.

SUBSIDIARIES

Particulars of the Company'’s subsidiaries are set out in note 18 to the
consolidated financial statements.
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EFEWE

INTEREST-BEARING BORROWINGS

Particulars of interest-bearing borrowings as at 31 December 2018
are set out in note 24 to the consolidated financial statements.

RETIREMENT SCHEMES

Details of the retirement benefits scheme of the Group are set out in
note 26 to the consolidated financial statements.

CORPORATE GOVERNANCE

The Company is committed to maintain a high standard of corporate
governance and has complied throughout the year with the Corporate
Governance Code set out in Appendix 14 of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited (the
“Listing Rules”), except for the deviation of code provisions A.2.1 and
A

Further information on the Company’s corporate governance
practices is set out in the Corporate Governance Report of this annual
report.

DIRECTORS

The directors who held office during the year and at the date of this
report are:

Executive Directors:

Mr. Xu Xiao Jun, Chairman and Chief Executive Officer
Mr. Ye De Chao

Mr. Ji Xu Dong

Independent Non-executive Directors:
Mr. He Jin Geng

Mr. Yu Hong Gao

Ms. Chen Yang
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ESEWE

In accordance with the provisions of the Company’s articles of
association, Mr. He Jin Geng, Mr. Yu Hong Gao and Ms. Chen Yang
shall retire from the Board at the forthcoming annual general meeting
of the Company and, being eligible, offer themselves for re-election.

The term of office of each non-executive Director is the period up
to his/her retirement by rotation in accordance with the Company’s
articles of association.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors had any existing or propose service contract
with the Company or any member of the Group which is not expiring
or terminable by the Group within one year without payment of
compensation (other than statutory compensation).

DIRECTORS’ INTERESTS AND SHORT
POSITIONS IN SECURITIES

As at 31 December 2018, the interests and short positions of
the Directors and chief executive of the Company in the Shares,
underlying Shares and debentures of the Company and its associated
corporations (within the meaning of Part XV of the Securities and
Futures Ordinance (the “SFQO”)) which (a) were required to be notified
to the Company and The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”) pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests and short positions which they were
taken or deemed to have under such provisions of the SFO), to
be entered in the register referred to therein; or (b) were required,
pursuant to Section 352 of the SFO, to be recorded in the register
referred to therein; or (c) were required, pursuant to the Model Code
for Securities Transactions by Directors of Listed Issuers set out in
Appendix 10 to the Listing Rules, to be notified to the Company and
the Stock Exchange were as follows:
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LONG POSITION IN THE ORDINARY SHARES OF
HK$0.05 EACH ["SHARES”) OF THE COMPANY

R ]I EH1E 0.05 8 7T.2
ZER ([R17]) 28

Number of Shares held

BHEZROEE
% to the issued
Personal Corporate share capital of
Name of Director Interests Interests Total the Company
EEDH
ERITRA
EEnA EARER NEER B AL (%)
Mr. Ye De Chao ESEd b —  1,189,290,512  1,189,290,512 27.85
(Note)
(BfaE)
Mr. Ji Xu Dong FIEREE 6,000 6,000 0.00014

Note: These Shares were held by Legendary Base International Limited, a
company which was wholly-owned by Mr. Ye De Chao. Hence, he was
deemed to have a beneficial interest in all these Shares.

Save as disclosed above, as at 31 December 2018, none of the
Directors or chief executive of the Company had any interest or
short position in the Shares, underlying Shares or debentures of the
Company or any of its associate corporation (within the meaning of
the SFO) which were required to be notified to the Company and the
Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO
(including any interests and short positions which they were taken
or deemed to have under such provisions of the SFO) or which were
required, pursuant to section 352 of the SFO, to be entered in the
register referred to therein, or which were required, pursuant to the
Model Code for Securities Transactions by Directors of Listed Issuers
set out in Appendix 10 to the Listing Rules, to be notified to the
Company and the Stock Exchange.

Mizr: ZEROBERBEEZEREZ
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ESEWE

SHARE OPTION SCHEME

The Company adopted a share option scheme on 11 July 2008
(the “Share Option Scheme”). The purposes of the Share Option
Scheme are to enable the Group and its Invested Entities (any
entity in which any member of the Group holds an equity interest)
to recruit and retain high calibre Eligible Persons and attract human
resources that are valuable to the Group or Invested Entities, to
recognise the contributions of the Eligible Persons to the growth of
the Group or Invested Entities by rewarding them with opportunities
to obtain ownership interest in the Company and to motivate and give
incentives to these Eligible Persons to continue to contribute to the
long term success and prosperity of the Group or Invested Entities.
Pursuant to the Share Option Scheme, the Board may invite any
Eligible Person including any director and employee of the Company
to take up options to subscribe for shares of the Company. The Share
Option Scheme shall be valid and effective for a period of ten years.
No share options were outstanding nor granted during the year
ended 31 December 2018. The Share Option Scheme expired on 11
July 2018. No new share option scheme had been adopted by the
Company as at the date of this report.

SUBSTANTIAL SHAREHOLDERS

As at 31 December 2018, so far as is known to the Directors or chief
executive of the Company, the following persons (other than the
Directors or chief executive of the Company) had an interest or short
position in the Shares and underlying Shares of the Company which
would fall to be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO as recorded in the register
required to be kept by the Company under Section 336 of the SFO:

CHINAINFRASTRUCTURE INVESTMENT LIMITED
Annual Report 2018

fBRRERTE

ARRR—FEZN\FLA+—BEA BB
Pergnt & ([ B AiEat81)) - ARt ElZ
B REAEERERKRETR (FEEE
MRBRARFARAER 2 TMER) H5
KRB BB A EBALTRRAEAEER
XREBEMEBEESZANER  BBR
BaERATERARRIRERER IKE
UREFEEUAKEXZREERER LT
Bl YR THZEEERATREIUSBRE
EERAEERIREBR 2 KRR NE
DERELER - REBRETS EF
SR BAEEMAERAL (BREARFUEM
EEXNEE) BMAIRBARRIRN 2Bk
& o BERERT ISR T FHRAE M B AR
HeRBE_T-N\F+_A=1T—HLF
B - BB EREEATTRSER D - B
A ER - N\FLtA+t—BEm-
AR RIS E B B B AR () B A2

s -
FERR

RZZE-NF+A=+—0 BEFHAK
NARSITRABMA - AR BIRIEES
KB GHIF 336 A TR E < B AT
> TIAL (UTBREEFIARARS
TTBRAB) RAQE R RAAERD T HEE
RIBE 7 LA EIRPIZE XV RS 2 M3 370 &
ZIGSBARANRRIREE 2 st SRR



Directors’ Report

EFEWE

LONG POSITION IN THE ORDINARY SHARES REBIRZIE
% to the issued
Number of  share capital of
Name of shareholder Capacity Shares the Company
HARAF
2EITRA
REEH BEEH RS EE B2 (%)
Central Huijin Investment Ltd. (Note 1) Interests of controlled 1,189,290,512 27.85
FRESIKERGREETAR (FIEE1) corporation
R AR
China Construction Bank Corporation (Note 2) Interests of controlled 1,189,290,512 27.85
FREEFZIRITROERAR (F1:E2) corporation
ST NE
Legendary Base International Limited (Note 3) Beneficial owner 1,189,290,512 27.85
Legendary Base International Limited (Bff3E 3) BB A
Expert Ever Limited (Note 4) Beneficial owner 383,956,000 8.99
Expert Ever Limited (Ff{5£4) BE=EBA
Zhang Xiaojun (Note 4) Interests of controlled 383,956,000 8.99

REEE (FifaE4)

Notes:

corporation
RrEEER

(1)  China Construction Bank Corporation was owned as to 57.26% by

Central Huijin Investment Ltd..

(2)  According to the disclosure of interest form filed by China Construction
Bank Corporation, China Construction Bank Corporation reported
interests because Prosper Talent Limited, an indirect wholly-owned
subsidiary of China Construction Bank Corporation, was reported to
have direct interests in the Shares. So far as the Company was aware
of, Prosper Talent Limited was a person having a security interest in the

Shares under a share pledge.

(3) Legendary Base International Limited is wholly-owned by Mr. Ye De
Chao, who is a director of both the Company and Legendary Base

International Limited.

(4)  Expert Ever Limited was wholly-owned by Zhang Xiaojun.

GEE

FRIERIBITRMDARAGI AT RESE
BERETARES 57.26% IRk -

BEFBRZEZRITROHDAERDBIRRI ZE
EHBERE  PEERRITROHDERAF
FR R 4 %5 75 5] B8 2R Prosper Talent Limited
(APBEERBITRNEB AR ZHEEE
MEBAR) BERMDZEEER - RARA
Fff /1 Prosper Talent Limited /& f% 5 5 1
BTHRAROERER AL -

Legendary Base International Limited f
A A 7] K lLegendary Base International

Limited ESEEHBEEL2EHESR °

Expert Ever Limited kBB 2 & A o
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—E-N\FER

47



48

Directors’ Report

ESEWE

Save as disclosed above, as at 31 December 2018, no person (other
than Directors or chief executive of the Company) had an interest or a
short position in the Shares and underlying Shares as recorded in the
register required to be kept by the Company pursuant to Section 336
of the SFO.

BIOGRAPHIES OF DIRECTORS AND
SENIOR MANAGEMENT

Biographical details of the Directors and Senior Management of the
Group are set out on pages 36 to 39 of this annual report.

DIRECTORS’ INTEREST IN CONTRACTS

Except for the transactions as disclosed in notes 7 and 32 to the
consolidated financial statements, no other contracts of significance
to which the Company, its holding company or subsidiaries was a
party and in which a director of the Company had a material interest,
whether directly or indirectly, subsisted at the end of the year or at
any time during the year.

MANAGEMENT CONTRACTS

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

CONNECTED TRANSACTION

On 27 September 2012, Keen Gate Developments Limited (“Keen
Gate”, a wholly-owned subsidiary of the Group), Mr. Ye De Chao (an
Executive Director and a substantial shareholder of the Company),
Modern Admission Group Limited, Mr. Lee Kai Choi and Forward
Investment (PRC) Company Limited (“Forward Investment”) had
entered into a subscription agreement (the “Subscription Agreement”)
in relation to the subscription of 40% equity interests in Forward
Investment by Keen Gate (the “Subscription”) at a consideration
of HK$300 million (the “Consideration”). The Subscription was
completed on 10 December 2012. Pursuant to the Subscription
Agreement, Mr. Ye De Chao, Modern Admission Group Limited
and Mr. Lee Kai Choi (collectively, the “Guarantors”) jointly and
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severally undertake to Keen Gate that the return to Keen Gate,
being the dividend receivable from the Group’s equity interests in
Forward Investment, shall not be less than 12% of the Consideration
per annum. In the event the return to Keen Gate falls below such
threshold, the Guarantors shall compensate Keen Gate on a dollar-
for-dollar basis (the “Return Undertaking”) in cash on or before 15
May of each calendar year.

The Return Undertaking of approximately HK$36,000,000 for the year
ended 31 December 2017 was paid by the Guarantors on 15 May
2018. In the opinion of the independent non-executive Directors (the
“INEDs”) of the Company, the Guarantors had fulfilled their obligations
under the guarantee for the year ended 31 December 2017.

For the year ended 31 December 2018, Forward Investment suffered
a loss and therefore would not be able to pay any dividends to
its shareholders, including Keen Gate. The Return Undertaking
for the year ended 31 December 2018 would be approximately
HK$36,000,000. The Guarantors shall compensate Keen Gate the
amount of approximately HK$36,000,000 on or before 15 May 2019.

As at the date of this annual report, the Guarantors have not
yet fulfilled their obligations under the guarantee by paying the
compensation of approximately HK$36,000,000 to Keen Gate.
Pursuant to the Subscription Agreement, the Guarantors shall
fulfill their obligations on or before 15 May 2019. The Directors of
the Company will closely monitor the status of the fulfilment of the
Guarantors’ obligations regarding the Return Undertaking and will
disclose to the public as when the Guarantors have fulfilled their
obligations or when the Guarantors fail to fulfill their obligations on or
before 15 May 2019 by publication of an announcement.

The INEDs of the Company had been informed that Forward
Investment suffered a loss and would not be able to pay any
dividends to Keen Gate for the year ended 31 December 2018.
The INEDs of the Company will closely monitor the status of the
fulfilment of the Guarantors’ obligations regarding the Return
Undertaking and will provide an opinion (the “INED Opinion”) on
whether the Guarantors had fulfilled their obligations under the
guarantee by compensating Keen Gate the amount of approximately
HK$36,000,000 on or before 15 May 2019 or not. The INED Opinion
will be disclosed in the Company’s next published annual report.
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AUDIT COMMITTEE

The audit committee of the Company (“Audit Committee”) presently
comprises three independent non-executive Directors. The Audit
Committee has reviewed with the management and the Company’s
external auditors the accounting principles and practices adopted
by the Group and discussed auditing, internal control and financial
reporting process including the review of the consolidated financial
statements for the year ended 31 December 2018.

PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the Directors as at the latest practicable
date prior to issue of this report, the Company has maintained the
prescribed amount of public float during the year and up to the date
of this report as required under the Listing Rules.

AUDITORS

On 11 January 2017, Elite Partners CPA Limited resigned as the
auditors of the Company as the Company could not reach a mutual
agreement with Elite Partners CPA Limited in respect of the audit fee
of the Group for the financial year ended 31 December 2016. The
appointment of Centurion ZD CPA Limited has been approved by the
Shareholders at an extraordinary general meeting held on 6 February
2017 to fill the casual vacancy.

The consolidated financial statements have been audited by
Centurion ZD CPA Limited whose term of office will expire upon the
forthcoming annual general meeting of the Company. A resolution
for the re-appointment of Centurion ZD CPA Limited as the auditors
of the Company for the subsequent year is to be proposed at the
forthcoming annual general meeting of the Company.

On behalf of the Board of Directors

Xu Xiao Jun
Chairman

Hong Kong, 29 March 2019
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INDEPENDENT AUDITORS” REPORT

B A2 EN RS

A

C7ZD HEXEaitmssmamas
> Centurion ZD CPA Limited

':Ij IEJ;%. Certified Public Accountants (Practising)

INDEPENDENT AUDITORS’ REPORT TO THE

SHAREHOLDERS OF

CHINA INFRASTRUCTURE INVESTMENT LIMITED
(incorporated in the Cayman Islands with limited liability)

QUALIFIED OPINION

We have audited the consolidated financial statements of China
Infrastructure Investment Limited (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 60 to 177,
which comprise the consolidated statement of financial position as at
31 December 2018, and the consolidated statement of profit or loss
and other comprehensive income, consolidated statement of changes
in equity and consolidated statement of cash flows for the year then
ended, and notes to the consolidated financial statements, including
a summary of significant accounting policies.

In our opinion, except for the possible effects of the matters
described in the Basis for Qualified Opinion section of our report,
the consolidated financial statements give a true and fair view of the
consolidated financial position of the Group as at 31 December 2018,
and of its consolidated financial performance and its consolidated
cash flows for the year then ended in accordance with Hong Kong
Financial Reporting Standards (“HKFRSs”) issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”) and have been
properly prepared in compliance with the disclosure requirements of
the Hong Kong Companies Ordinance.
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BASIS FOR QUALIFIED OPINION

CORRESPONDING FIGURES

As previously explained in our report dated 29 March 2018 on the
Group’s consolidated financial statements for the year ended 31
December 2017, we were not provided with sufficient evidence to
enable us to assess as to whether the gain on disposal of Associates
included in the consolidated statement of comprehensive income
of the Group were free from material misstatements. We qualified
our opinion on the Group’s consolidated financial statements for the
year ended 31 December 2017 in respect of this scope limitation
accordingly. Any adjustments that might have been found necessary
in respect of the above would have had a consequential impact on
the Group’s result for the year ended 31 December 2017 and the
related disclosures made in the consolidated financial statements.

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

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgment,
were of most significance in our audit of the consolidated financial
statements of the current period. These matters were addressed in
the context of our audit of the consolidated financial statements as a
whole, and in forming our opinion thereon, and we do not provide a
separate opinion on these matters.
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Key audit matter

BREZER

Interests in associates

The Group’s interests in associates, Forward Investment
(PRC) Company Limited (“Forward Investment”), is
accounted for under the equity method. The Group’s
share of the loss after tax and other comprehensive
income from Forward Investment for the year ended
31 December 2018 was HK$19,525,000 and the
Group’s share of Forward Investment’s net assets was
HK$316,456,000 as at 31 December 2018. Refer to note
17 to the consolidated financial statements.
ERERBERRRNRKRE (FR) ARAR ([HFHKR
Bl 2R BEREAR BE_ZE—-\F+H
=T—HBIFE BEEEGERERNREZERBR
BB REM S E 419,525,000/ - 1 EEEE
HRMEEZEEFEN _Z—N\F+_A=+—H%A
316,456,000 87T © a2 Bir A M WMRMET 17 -

How our audit addressed the key audit matter

EEERNMEERRERSEE
REBEE DR 2

Forward Investment is a significant associate of the Group.
We have carried out audit on its financial statements.
We have determined that the audit work performed and
evidence obtained were sufficient for our audit purpose.
We have interviewed with the Group’s management and
have discussed with them and evaluated any probable
impacts on the Group’s consolidated financial statements
of the key audit matters relating to Forward Investment.
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Key audit matter

ERERSBE
Valuation of investment properties

We identified the valuation of investment properties as
a key audit matter due to the key source of estimation
uncertainty and the significant assumptions and
judgements involved in the valuation.
EERREVELERTRAEREREE  REARMLE
B RARF AR R 2 F ERRIA KR EARRR K& HIE -

As disclosed in note 12 to the consolidated financial
statements, the Group’s investment properties amounted
to HK$62,623,000 as at 31 December 2018. There is no
gain or loss on net changes in fair value of investment
properties recognised in the consolidated statement of
profit or loss and other comprehensive income for the year
then ended.

WA E B EARM T 12FT R EE - RZZE—\F+AH
=t+—H X BEBEEREYHEA62623,000ET  HE
ZALFEZFEaBRm LAM R EE SR BERIRE
MERNFERLBFR WRIEE -

The fair value of the Group’s investment properties was
determined by adopting the valuation techniques with
significant unobservable inputs, assumptions of market
conditions and judgements. The Group also worked
closely with the independent qualified valuers to establish
and determine the appropriate valuation techniques.

BEEEREMERZATHEDFRGBEEZEE - 80%
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How our audit addressed the key audit matter

EEERNMNEERRERSEH

REYRME

Our procedures in relation to assessing the appropriateness
of the carrying values of the investment properties
included

FEMMEREDEREREZABEENRERF 81 -

° Reviewing the valuation report from independent
qualified valuers and holding discussion with
management and independent qualified valuers to
understand the valuation basis, methodology used
and underlying assumptions applied;

e FHKREBUASERMGEMNMGERS  HEERE
&é’ﬁj BRMERERR WA T BN MER

C TENAERARER

° Evaluating management’s process in respect of
reviewing the valuation performed by independent
qualified valuers;

o HMEEREMREHE S ERGERMMETHESN
BF

° Evaluating the competence, capabilities and
objectivity of independent qualified valuers;

o  HEBUABRMEEMNERE - e MFEML

U Selecting samples from the Group’s investment
property portfolio and obtaining the underlying data
including comparables of market transactions being
used by the independent qualified valuers and
assessing whether they are appropriate; and

e Nt BEEENKREMFEMESEIELE  THREES

YAEBRGERMAANTISR ZSREEIE - LT
EEAENE &

o Performing market research and analysis to assess
whether the changes in fair value of investment
properties resulted from the valuation was
reasonable and consistent with market trends to our
knowledge.

o ETMEREELSNT  UFHMEBRAEEENREY
FRTEEHRLASENEEZMNENTISBE —
B o
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Key audit matter

BREZER

Impairment assessment on property, plant and
equipment

At 31 December, 2018, the Group had property plant
and equipment of approximately HK$122,349,000
including a property construction in progress amounted to
approximately HK$122,227,000 as disclosed in note 13 to
the consolidated financial statements.

RZZE-N\F+_A=+—H  B5ERGEEHBER
RSB - BB KRB #) 122,349,000 8 7T

BRI ¥ S5 122,227,000 8 7T ©

The estimation of the net realisable value was determined
by reference to estimated selling price of the property
construction in progress less estimated variable selling
expenses. The management carried out the impairment
assessment with reference to the valuation report issued
by the independent qualified external valuer to support
the determination of the estimated selling prices of
the property construction in progress. No impairment
in respect of the property, plant and equipment is
recognised in the statement of profit or loss and other
comprehensive income during the year.
%E“ﬂ“iﬁi%’rﬁﬁﬂE”E@%%Z%ﬁﬁﬁﬁﬁﬁﬁﬁﬁﬁﬂﬂ

HIHEERET - BHEEZ2RHBILAERINEMGE
EﬂiHjﬂE’\JW@&%LMSaHJEUf%%Zﬁﬁ%ET%ZWEE”?
e RER BERBEZLEMEERARARYE
5 K R TR E o

The Group’s impairment policy is disclosed in note 35(B)
to the consolidated financial statements.

BERBRREBERN R MK M 3 35(B) FKEE °

How our audit addressed the key audit matter

EEERNMEERRERSEE

W3 - R R EREZRERNE

Our procedures in relation to assessing the appropriateness
of the carrying values of the property construction in
progress included:

SHABMOEEZYERmEZSEMENEF B

° Evaluating of the competence, capabilities and
objectivity of independent qualified valuers;

o HEBUABRMEEMNERE - e RFEM

° Obtaining the underlying data including comparables
of market transactions being used by the independent
qualified valuers and assessing whether they are
appropriate; and

o HX%%@%@%Z/E.\%?WETEEWWHE’U‘ﬁ%ﬂtbi’??&%
FTHERE  WRESEE : &

o Performing market research and analysis to assess
whether the changes in estimated selling price of
the property construction in progress resulted from
the valuation was reasonable and consistent with
market trends to our knowledge.

o ETMEREELRSNT  UFHEBRAEEENERY
A EEEPHEEAE NEEENENTISBE
—% e
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OTHER INFORMATION

The directors of the Company are responsible for the other
information. The other information comprises the information included
in the annual report, but does not include the consolidated financial
statements and our auditor’s report thereon.

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

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in
the audit or otherwise appears to be materially misstated. If, based
on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that
fact. We have nothing to report in this regard.

RESPONSIBILITIES OF DIRECTORS AND
THOSE CHARGED WITH GOVERNANCE
FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

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

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

Those charged with governance are responsible for overseeing the
Group’s financial reporting process.

CHINAINFRASTRUCTURE INVESTMENT LIMITED
Annual Report 2018
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AUDITOR’S RESPONSIBILITIES FOR
THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue
an auditor’s report that includes our opinion solely to you, as a body,
in accordance with our agreed terms of engagement, and for no
other purpose. We do not assume responsibility towards or accept
liability to any other person for the content of this report. Reasonable
assurance is a high level of assurance, but is not a guarantee that
an audit conducted in accordance with HKSAs will always detect
a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in
the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these consolidated
financial statements.

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

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

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

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

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

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

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

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

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

Centurion ZD CPA Limited
Certified Public Accountants (Practising)

Hong Kong, 29 March 2019

Chan Kam Fuk
Practising Certificate Number: P04257

Unit 1304, 13/F., Two Harbourfront,
22 Tak Fung Street,

Hunghom, Kowloon,

Hong Kong
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
relEEkEMEERE

For the year ended 31 December 2018 B2 =F— \F+=-A=+—HILF/E

2018 2017
—EB-N\E —T—+fF
Notes HK$’000 HK$'000
PsE FET FHT

Revenue Wz 4 56,182 26,144
Cost of sales SHEMK AN (54,318) (23,593)
Gross profit EX 1,864 2,551
Other income HA 5 38,315 57,916
Share of results of associates e kN e 17 (19,525) (22,140)
Gain on disposal of a subsidiary HE—HRBATR

and associates VNS ol 34 — 17,358
Other operating expenses HAth @ — (52,845)
General and administrative expenses —MRATEAX (15,841) (16,438)
Profit/(loss) from operations LEER (B8 4,813 (13,598)
Finance costs B TR AR 6(a) (25,000) (25,652)
Loss before taxation RRBLATES 18 6 (20,187) (39,250)
Income tax Frig 9 — (5,480)
Loss for the year FREE (20,187) (44,730)
Attributable to: PEfh -

— Owners of the Company — RREHEB A (20,088) (44,700)

— Non-controlling interests — FEIERAR R (99) (30)
Loss for the year FREER (20,187) (44,730)
Loss per share BREE

(HK cents per share) (ZAREAL) 11

Basic HAK (0.47) cents il (1.05) cents L

Diluted s (0.47) cents il (1.05) centsfll

CHINA INFRASTRUCTURE INVESTMENT LIMITED
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

reBmRkHEMEEEER

For the year ended 31 December 2018 #{2 —F—/\F 1+ =-A=+—HIFF/Z

2018 2017
—EB-N\E —+F
Notes HK$’000 HK$'000
B FET FAT
Loss for the year FREE (20,187) (44,730)
Other comprehensive (loss)iincome: Hft 2@ (Eig) W3 :
ltems that may be reclassified to AREEN D ESE
profit or loss Bm B
Net translation differences on HEBINETE 2
foreign operations MEH ZRFEE (37,700) 61,233
Release of cumulative exchange BRBR IR E G INETS
difference on translation of 2 BN ERE
foreign operations — 17,247
Share of other comprehensive FEIGEEE AR
income of associates H 2 ERE
— Exchange reserve — [EH 17 (14,294) 29,616
Other comprehensive (loss)iincome  FAZMH
for the year, net of tax (B518) WEesE o Big (51,994) 108,096
Total comprehensive (loss)/income FREZE (BB WEEHE
for the year (72,181) 63,366
Attributable to: PElG
— Owners of the Company — RREHEB A (69,029) 62,325
— Non-controlling interests — FEIE R R R (3,152) 1,041
Total comprehensive (loss)/income FR2E (BE)
for the year W48 zg (72,181) 63,366

The notes on pages 68 to 177 form an integral part of these

consolidated financial statements.

—#5
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e BRI R

At 31 December 2018 R—E—NFE+_-H=1+—H

2018 2017
—E-NF —E—tF
Notes HK$°000 HK$'000
BisE FET FAT
NON-CURRENT ASSETS IRBEE
Investment properties B 12 62,623 65,439
Property, plant and equipment Y% - BEMEE 13 122,349 127,873
Land use rights + b A E 14 1,774 1,935
Goodwill EES 15 — —
Interests in associates REFE R A2 s 17 316,456 350,275
503,202 545,522
CURRENT ASSETS REBEE
Inventories FE 19 — —
Trade and other receivables, deposits ~ FEURE 5 B8R 2N H b FE Uk
and prepayment KIA - e MFERIA 20 87,220 61,391
Cash and bank balances Re RIRITEER 21 553,114 636,920
640,334 698,311
CURRENT LIABILITIES REEE
Trade and other payables JENESRAEEMERNFKIE 23 (44,166) (55,660)
Interest-bearing borrowings — current 5t EfEE — R®) 24 (234,000) (250,000)
Tax payables FETRRIR (5,654) (5,913)
(283,820) (311,573)
NET CURRENT ASSETS REBEEZRE 356,514 386,738
TOTAL ASSETS LESS CURRENT HEERRBERE
LIABILITIES 859,716 932,260
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Consolidated Statement of Financial Position

e MR R

At 31 December 2018 R —ZFE—NF+=-H=+—H

2018 2017
—E-NF —tF
Notes HK$°000 HK$'000
B FET FAT
NON-CURRENT LIABILITIES FREBEE
Deferred tax liabilities BEEHIBEE 25 (8,078) (8,441)
(8,078) (8,441)
NET ASSETS EEFE 851,638 923,819
CAPITAL AND RESERVES BRAR#E
Share capital iE&N 27(a) 213,496 213,496
Reserves ] 567,984 637,013
Total equity attributable to owners of A2 F#EHE AN
the Company RSB 781,480 850,509
Non-controlling interests FEIERR IR R R 70,158 73,310
TOTAL EQUITY FERBE 851,638 923,819
Approved and authorised for issue by the board of directors on 29 R -E—NAF=A -+ BEEFSHET
March 2019. T o

Xu Xiao Jun
(E N3
Director

EE

The notes on pages 68 to 177 form an integral part of these

consolidated financial statements.

Ye De Chao
*EE
Director
EE
F68E177 B2 AL FLREMHEHRE L
—&5 -
FEERRERRAT
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
llﬁé\*qh%-é%ib%
For the year ended 31 December 2018 B2 =F— \F+=-A=+—HILF/E

Attributable to owners of the Company

FRTRRAEL
Capital
Capital  redemption Non-
Share Share reserve reserve  Exchange Accumulated controlling Total
capital premium (note 1) (note 2) reserve losses Total interests equity
BAGE EEORE FER

Bx B#EE  (WE1) (K2 EXGE RHER a%  BREE  BaAE
HKS00D  HKS000  HKSOOD  HKSOOD  HKSOOO  HKSODO  HKS000  HKSO0D  HK$000
ThR TR TAT TRL TAT TEL TAT TR TAT

At 1 January 2017 KZE—+F-A-A 213,496 756,049 72 69 (114,362) (67,140) 788,184 17,538 805,722
Fxchange differences on BERINNBRA

tranglation of financial If 574

statements of overseas EiER

subsidiaries - - - - 60,162 - 60,162 1,071 61,233
Release of cumulative exchange ~ fERIRERONER

difierence on translation of LEHERER

foreign operations - — - - 17,247 — 17,247 — 17,247
Share of other comprehensive FEihBELR

income of associates At2EkE - — - — 29616 - 29616 - 29616
Loss for the year EREE - - - - - (44,700) (44,700) (30) (44.730)

Total comprenensive incomef(loss)  ER2 AW/ (5#8) B8

for the year - - - - 107,025 (44,700) 62,325 1,041 63,366
Acquisition of a subsidiary WE-FREAR - - - - - - - 54,731 54,731
At 31 December 2017 RZF—+E+ZA=1-A 213496 756,049 7 69 (7337)  (111840) 850,509 73310 923819
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Consolidated Statement of Changes in Equity
ERRBEX

For the year ended 31 December 2018 #2 —F—/\F+_-A=+—HILF)Z

Attributable to owners of the Company

RRTREAEL
Capital
Capital  redemption Non-
Share Share reserve reserve  Exchange Accumulated controlling Total
capital premium (note 1) (note 2) reserve losses Total interests equity
BAGE EEORE FER
s RitEE (H3E1) (Hi2) ERGE 2iTER a# DY 3 EniE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Thn Tin TER Thn TEn Tén TEn Tén Tin
At 1 January 2018 RZF-\E-A-A 213,496 756,049 7 69 (7337) (111,840) 850,509 73,310 923,819
Fxchange differences on BERINBRA
tranglation of financial If 5794
statements of overseas EiER
subsidiares - - - - () - () (3053  (37700)
Share of other comprehensive FEHBEAR
income of associates ErEdE - - - - (14,294) - (14,29) - (14,294)
Loss for the year EREE - - - - - (20,088) (20,088) (99) (20,187)
Total comprenensive ERRENE/ (FE) B
income/(loss) for the year - - - - (48,941) (20,088) (69,029) (3,152) (72,181)
At 31 December 2018 “T-)\E+-f=1-A 2349 756,049 7 69 (56278)  (131928) 781,480 70158 851,638
Notes: BsE -
1. The capital reserve of the Group represents the excessive injection of 1. AEBENFEEENBARZMERZE

the registered capital of a subsidiary.

2. Capital redemption reserve represents the nominal value of shares
repurchased out of distributable profit.

The notes on pages 68 to 177 form an integral part of these
consolidated financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS

AERETMER

For the year ended 31 December 2018 B2 =F— \F+=-A=+—HILF/E

2018 2017
—EB-N\E —T—+fF
Notes HK$°000 HK$'000
k=3 FTET FHT
OPERATING ACTIVITIES bt F 30
Loss before taxation BRFLATEE (20,187) (39,250)
Adjustments for: FRFIEHAE -
Amortisation and depreciation of IEMBVEE
non-current assets BiERITE 101 96
Interest income FBEUA 5 (2,067) (21,559)
Gain on disposal of a subsidiary HE—fEH B AR
and associates M A B Was — (17,358)
Impairment loss recognised MIFERR 2 REEE
in respect of inventories — 54
Impairment loss on goodwill R EEE — 52,791
Finance costs B TSR AR 6(a) 25,000 25,652
Gain on disposal of property, plant HEMZE - BER&E
and equipment 2 W (200) —
Share of results of associates JE(GE SN R 2 A 17 19,525 22140
Operating profit before changes ReESEEHH
in working capital 2R ER R 22,172 22,566
(Increase)/decrease in other HEmEUEaE - Ee Rk
receivables, deposits BRI (3gm) R
and prepayment (26,896) 611,565
Decrease in trade FERTE SRR R E AR
and other payables FIE R A (9,895) (281,947)
Net cash (used in)/generated from mEEK (FTH) EE
operating activities ZIREFE (14,619) 352,184

CHINAINFRASTRUCTURE INVESTMENT LIMITED
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Consolidated Statement of Cash Flows

HEHERER

For the year ended 31 December 2018 2 —F— \F+ = A =+—HIFZF

2018 2017
—EB-N\E —T—+fF
Notes HK$°000 HK$'000
B FTET FHT
INVESTING ACTIVITIES REXEK
Interest received 2 UF 8 5 2,067 21,559
Payment for the purchase of property, BAYE BE
plant and equipment PG WANE 13 — (40)
Proceeds from disposal of a HE—RERBAE R
subsidiary and associates & N EIFTSEUR 34 — 315,000
Proceed from disposal of poperty, plant HEY% - K5 200 —
and equipment MBS FRIE
Net cash outflow upon acquisition of Wi BE — A B A F&
a subsidiary Wemt F58 29 — (79,646)
Net cash generated from REEBEE
investing activities ZHEFHE 2,267 256,873
FINANCING ACTIVITIES MEXEK
Repayment of secured loans EEREAER (16,000) (5,758)
Interest paid BRHE 6(a) (25,000) (25,652)
Net cash used in RE KA
financing activities ZR&FE (41,000) (31,410)
Net (decrease)/increase incashand BHRERREZEY
cash equivalents CR2) /Ehn$EE (53,352) 577,647
Effect of foreign exchange rate changes #MNEERE )~ g4 (30,454) 5,267
Cash and cash equivalents at beginning REWZ R & K
of year HeEEY 21 636,920 54,006
Cash and cash equivalents attheend REAZRERBESZEEY
of year 553,114 636,920
Analysis of the balances of cashand BRE&RBEESZEEY
cash equivalents iR
Cash and cash equivalents atthe end ~ REKZEEL N
of year HeEEY 21 553,114 636,920

The notes on pages 68 to 177 form an integral part of these  #68%E 177 AZ M RULFRESMBREKRZ

consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e PR RR MR

For the year ended 31 December 2018 B2 =F— \F+=-A=+—HILF/E

1.

GENERAL INFORMATION

China Infrastructure Investment Limited (the “Company”) was
incorporated and registered in the Cayman Islands on 16 June
1992 as an exempted company with limited liability under the
Companies Law, Cap 22 (Law 2 of 1961, as consolidated and
revised) of the Cayman lIslands. The shares of the Company
are listed on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”). The address of the registered office of
the Company in the Cayman Islands is The R&H Trust Co.
Ltd., Windward 1, Regatta Office Park, West Bay Road, Grand
Cayman, Cayman lIslands. The address of the registered office
and the principal place of business of the Company in Hong
Kong is Suite 607, 6/F., Ocean Centre, 5 Canton Road, Tsim Sha
Tsui, Kowloon, Hong Kong.

The Company is an investment holding company. The principal
activities of its subsidiaries are described in note 18.

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

SIGNIFICANT ACCOUNTING POLICIES

(A] STATEMENT OF COMPLIANCE

The consolidated financial statements have been prepared
in accordance with all applicable Hong Kong Financial
Reporting Standards (“HKFRSs”), which collective term
includes all applicable individual Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards
("HKASs”) and Interpretations issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”"),
accounting principles generally accepted in Hong Kong
and the disclosure requirements of the Hong Kong
Companies Ordinance (“CO"). These consolidated
financial statements also comply with the applicable
disclosure requirements of the Rules Governing the Listing
of Securities on The Stock Exchange (the “Listing Rules”).
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Notes to the Consolidated Financial Statements

R IR AR M T

For the year ended 31 December 2018 2 —F— \F+ = A =+—HIFZF

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(A)

(B]

STATEMENT OF COMPLIANCE (continued)

The HKICPA has issued certain amendments and
interpretations which are or have become effective. It has
also issued certain new and revised HKFRSs which are
first effective or available for early adoption for the current
accounting period of the Company. The information on
initial application of these developments to the extent
that they are relevant to the Company for the current and
prior accounting periods reflected in these consolidated
financial statements are disclosed in note 3 to these
consolidated financial statements.

BASIS OF PREPARATION OF THE
CONSOLIDATED FINANCIAL STATEMENTS

The consolidated financial statements for the year ended
31 December 2018 and 2017 comprise the financial
statements of the Company and its subsidiaries.

The measurement basis used in the preparation of the
consolidated financial statements is the historical cost
basis except that certain financial instruments and
investment properties are measured at fair value and
assets classified as held for sale are stated at the lower of
carrying amount and fair value less costs to disposal as
explained in the accounting policies set out below.

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

R IR AR ML

For the year ended 31 December 2018 {2 —E—/\F+_-A=+—HILFZ

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(B) BASIS OF PREPARATION OF THE

(C]

CONSOLIDATED FINANCIAL STATEMENTS

(Continued)

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

Certain comparative figures of prior years have been re-
presented to conform with the current year’s presentation.

BUSINESS COMBINATIONS

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

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

R IR AR M T

For the year ended 31 December 2018 2 —F— \F+ = A =+—HIFZF

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(C]

(D)

BUSINESS COMBINATIONS (continued)

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

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

The excess of the consideration transferred, the amount
of any non-controlling interest in the acquiree and the
acquisition-date fair value of any previous equity interest
in the acquiree over the fair value of the identifiable
net assets acquired is recorded as goodwill. If the total
of consideration transferred, non-controlling interest
recognised is less than the fair value of the net assets of
the subsidiary acquired in the case of a bargain purchase,
the difference is recognised directly in the statements of
profit or loss.

SUBSIDIARIES AND NON-CONTROLLING
INTERESTS

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

2. FESTTHE @

[C) £HE0f #)

(D]

HMEBEHRIEERER - FAl
FrA M BRI WS B B A
BEMHNE - EENEAKESR
BENERR PR

ARER B S R A T SRR E A
RWE BB T ERDR - 28R
REEXBBENRARBIZAF
Bit 8 MEQXTENEHNE
mtER o DI /ERIARKE
THENE  MERENESR
R ARR

PREg A fE - R iE s 2 T
R R S R MR
77 2 AR ] ST A A RE RO W B 2
NERBE PR A R B
BZRFENBIIIEEE 1
PTEE R (B M PR IR AR AR
RS BMENEERE TGRS
MEAREEFEZ R FE ]
BERZHERNBRR AR

=\ Z

R E T

)

MEB AR AEEES 2 B
EAKE2EZEREBSEE
EMESAZL®mNMEENES
HHZERZENZEZFOR
By BIARSEIZEGIZER - RaTF
EAKERLERIE EEZ
BARELREMATHANEE
TR o

TEREZREARLTF
—E-N\FER

71



72

Notes to the Consolidated Financial Statements
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B R AL

For the year ended 31 December 2018 {2 —E—/\F+_-A=+—HILFZ

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(D) SUBSIDIARIES AND NON-CONTROLLING

INTERESTS (Continued)

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

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

Non-controlling interests are presented in the consolidated
statement of financial position within equity, separately
from equity attributable to owners of the Company.
Non-controlling interests in the results of the Group are
presented on the face of the consolidated statement of
profit or loss and other comprehensive income as an
allocation of the total profit or loss and total comprehensive
income for the year between non-controlling interests and
owners of the Company.
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Notes to the Consolidated Financial Statements

R IR AR M T

For the year ended 31 December 2018 2 —F— \F+ = A =+—HIFZF

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(D] SUBSIDIARIES AND NON-CONTROLLING

(E]

INTERESTS (Continued)

Changes in the Group’s interests in a subsidiary that
do not result in a loss of control are accounted for as
equity transactions, whereby adjustments are made to
the amounts of controlling and non-controlling interests
within consolidated equity to reflect the change in relative
interests, but no adjustments are made to goodwill and no
gain or loss is recognised.

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

In the Company’s statement of financial position,
investments in subsidiaries are stated at cost less
impairment losses, unless the investment is classified
as held for sale (or included in a disposal group that is
classified as held for sale).

GOODWILL

Goodwill arising on an acquisition of a business is carried
at cost as established at the date of acquisition of the
business less accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is
allocated to each of the Group’s cash-generating units
that is expected to benefit from the synergies of the
combination.
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Notes to the Consolidated Financial Statements

R IR AR ML

For the year ended 31 December 2018 {2 —E—/\F+_-A=+—HILFZ

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(E]

(F)

GOODWILL (Continued)

A cash-generating unit to which goodwill has been
allocated is tested far impairment annually, or more
frequently when there is indication that the unit may be
impaired. If the recoverable amount of the cash-generating
unit is less than its carrying amount, the impairment loss
is allocated first to reduce the carrying amount of any
goodwill allocated to the unit and then to the other assets
of the unit on a pro rata basis based on the carrying
amount of each asset in the unit. Any impairment loss
for goodwill is recognised directly in profit or loss. An
impairment loss recognised for goodwill is not reversed in
subsequent periods.

On disposal of the relevant cash-generating unit,
the attributable amount of goodwill is included in the
determination of the profit or loss on disposal.

INTERESTS IN ASSOCIATES

An associate is an entity over which the Group has
significant influence and that is neither a subsidiary nor
an interest in a joint venture. Significant influence is the
power to participate in the financial and operating policy
decisions of the investee but is not control or joint control
over those policies.

The results and assets and liabilities of associates are
incorporated in these consolidated financial statements
using the equity method of accounting, except when the
investment is classified as held for sale, in which case it is
accounted for in accordance with HKFRS 5 “Non-current
Assets Held for Sale and Discontinued Operations”.
Under the equity method, investments in associates
are initially recognised in the consolidated statement
of financial position at cost and adjusted thereafter to
recognise the Group’s share of the profit or loss and other
comprehensive income of the associates.
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Notes to the Consolidated Financial Statements
e AR R M

For the year ended 31 December 2018 2 —F— \F+ = A =+—HIFZF

2. SIGNIFICANT ACCOUNTING POLICIES 2. FESFHBE »

(Continued)

[F] INTERESTS IN ASSOCIATES (Continued) [F] BFE& L\ aliEzw &)

When the Group’s share of losses of an associate exceeds
the Group’s interest in that associate (which includes
any long-term interests that, in substance, form part of
the Group’s net investment in the associate), the Group
discontinues recognising its share of further losses.
Additional losses are recognised only to the extent that
the Group has incurred legal or constructive obligations or
made payments on behalf of the associate.

Any excess of the cost of acquisition over the Group’s
share of the net fair value of the identifiable assets,
liabilities and contingent liabilities of an associate
recognised at the date of acquisition is recognised as
goodwill, which is included within the carrying amount of
the investment.

Any excess of the Group’s share of the net fair value of the
identifiable assets, liabilities and contingent liabilities over
the cost of acquisition, after reassessment, is recognised
immediately in profit or loss.

The Group assesses whether there is objective evidence
that the interest in an associate may be impaired. When
any objective evidence exists, the entire carrying amount
of the investment is tested for impairment in accordance
with HKAS 36 as a single asset by comparing its
recoverable amount (higher of value in use and fair value
less costs of disposal) with its carrying amount. Any
impairment loss recognised forms part of the carrying
amount of the investment. Any reversal of that impairment
loss is recognised in accordance with HKAS 36 to the
extent that the recoverable amount of the investment
subsequently increases.
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Notes to the Consolidated Financial Statements

R IR AR ML

For the year ended 31 December 2018 {2 —E—/\F+_-A=+—HILFZ

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(F)

(G]

INTERESTS IN ASSOCIATES (Continued)

When the Group ceases to have significant influence over
an associate, it is accounted for as a disposal of the entire
interest in the investee with a resulting gain or loss being
recognised in profit or loss.

When a group entity transacts with its associate, profits
and losses resulting from the transactions with the
associate are recognised in the Group’s consolidated
financial statements only to the extent of interests in the
associate that are not related to the Group.

REVENUE RECOGNITION

Revenue comprises the fair value of the consideration
received or receivable in the ordinary course of the
Group’s activities. Revenue is shown, net of business tax
and after eliminating sales with the Group companies.
Revenue is recognised in consolidated statement of profit
or loss as follows:

Revenue from contracts with customers (Upon
application of HKFRS 15 in accordance with
transitions in note 3.1)

Accounting policies applied from 1 January 2018

Under HKFRS 15, the Group recognises revenue when
(or as) a performance obligation is satisfied, i.e. when
“control” of the goods or services underlying the particular
performance obligation is transferred to the customer.

A performance obligation represents a goods or service (or
a bundle of goods or services) that is distinct or a series of
distinct goods or services that are substantially the same.
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Notes to the Consolidated Financial Statements
e AR R M

For the year ended 31 December 2018 #2 —F—/\F+_-A=+—HILF)Z

2. SIGNIFICANT ACCOUNTING POLICIES 2. FESFHBE »

(Continued)

(G) REVENUE RECOGNITION (Continued) (G) 7B (&)

Revenue from contracts with customers (Upon
application of HKFRS 15 in accordance with
transitions in note 3.1) (Continued)

Accounting policies applied from 1 January 2018
(Continued)

Control is transferred over time and revenue is recognized
over time by reference to the progress towards complete
satisfaction on the relevant performance obligation if one
of the following criteria is met:

—  the customer simultaneously receives and consumes
the benefits provided by the Group’s performance as
the Group performs;

— the Group’s performance creates and enhances
an asset that the customer controls as the Group
performs; or

— the Group’s performance does not create an asset
with an alternative use to the Group and the Group
has an enforceable right to payment to performance
completed to date.

Otherwise, revenue is recognized at a point in time when
the customer obtains control of the distinct good or
service.

A contract asset represents the Group’s right to
consideration in exchange for goods or services that
the Group has transferred to a customer that is not yet
unconditional. It is assessed for impairment in accordance
with HKFRS 9. In contrast, a receivable represents the
Group’s unconditional right to consideration, i.e. only
the passage of time is required before payment of that
consideration is due.
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Notes to the Consolidated Financial Statements
e AR IR M

For the year ended 31 December 2018 {2 —E—/\F+_-A=+—HILFZ

2. SIGNIFICANT ACCOUNTING POLICIES 2. FESFHBE »

(Continued)

[G) REVENUE RECOGNITION (Continued) (G) 7B (&)

Revenue from contracts with customers (Upon
application of HKERS 15 in accordance with
transitions in note 3.1) (Continued)

Accounting policies applied from 1 January 2018
(Continued)

A contract liability represents the Group’s obligation
to transfer goods or services to a customer for which
the Group has received consideration (or an amount of
consideration is due) from the customer.

A contract asset and a contract liability relating to the
same contract are accounted for and presented on a net
basis.

Over time revenue recognition: measurement
of progress towards complete satisfaction of a
performance obligation

Output method

The progress towards complete satisfaction of a
performance obligation is measured based on output
method, which is to recognise revenue on the basis
of direct measurements of the value of the goods or
services transferred to the customer to date relative to the
remaining goods or services promised under the contract,
that best depicts the Group’s performance in transferring
control of goods or services.
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Notes to the Consolidated Financial Statements
e AR R M

For the year ended 31 December 2018 #2 —F—/\F+_-A=+—HILF)Z

2. SIGNIFICANT ACCOUNTING POLICIES 2. FESFHBE »

(Continued)

(G] REVENUE RECOGNITION (Continued) (G) Wzt ()

Revenue from contracts with customers (Upon
application of HKFRS 15 in accordance with
transitions in note 3.1) (Continued)

Accounting policies applied from 1 January 2018
(Continued)

Existence of significant financing component

In determining the transaction price, the Group adjusts
the promised amount of consideration for the effects of
the time value of money if the timing of payments agreed
(either explicitly or implicitly) provides the customer or the
Group with a significant benefit of financing the transfer of
goods or services to the customer. In those circumstances,
the contract contains a significant financing component.
A significant financing component may exist regardless of
whether the promise of financing is explicitly stated in the
contract or implied by the payment terms agreed to by the
parties to the contract.

For contracts where the period between payment and
transfer of the associated goods or services is less than
one year, the Group applies the practical expedient of not
adjusting the transaction price for any significant financing
component.

Incremental costs of obtaining a contract

Incremental costs of obtaining a contract are those costs
that the Group incurs to obtain a contract with a customer
that it would not have incurred if the contract had not been
obtained.

The Group recognized such costs (such as sales
commissions) as an asset if it expects to recover those
costs. The asset so recognised is subsequently amortised
to profit or loss on a systematic basis that is consistent
with the transfer to the customer of the goods or services
to which the asset relates.
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2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(G] REVENUE RECOGNITION (continyed)

Revenue recognition prior to 1 January 2018

Sales of properties

Sales of properties are recognised upon the completion of
sales contracts with customers; completion of construction
of relevant properties; and registration of sales contracts
with local authority is completed, whichever is the later.
Deposits and instalments received on properties sold
prior to the date of revenue recognition are included in the
consolidated statement of financial position as advanced
proceeds received from customers and grouped under
current liabilities.

Sales of construction materials

Revenue from sales of construction materials is recognised
when then risks and rewards of construction materials’
ownership are transferred to customers, which is at the
time of delivery and the title is passed to customers.

Rental income from investment properties

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

Interest income

Interest income is recognised as it accrues using the
effective interest method.
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Notes to the Consolidated Financial Statements
e AR R M

For the year ended 31 December 2018 2 —F— \F+ = A =+—HIFZF

2. SIGNIFICANT ACCOUNTING POLICIES 2. FESFHBE »

(Continued)

(H] LEASING (H #H&

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

The Group as lessor

Rental income from operating leases is recognised on
a straight-line basis over the term of the relevant lease.
Initial direct costs incurred in negotiating and arranging an
operating lease are added to the carrying amount of the
leased asset and recognised on a straight-line basis over
the lease term.

The Group as lessee other than operating lease
of land use rights

Lease payments are apportioned between finance
expenses and reduction of the lease obligation so as
to achieve a constant rate of interest on the remaining
balance of the liability. Finance expenses are recognised
immediately in profit or loss, unless they are directly
attributable to qualifying assets, in which case they are
capitalised in accordance with the Group’s general policy
on borrowing costs. Contingent rentals are recognised as
expenses in the periods in which they are incurred.

Operating lease payments are recognised as an expense
on a straight-line basis over the lease term, except where
another systematic basis is more representative of the time
pattern in which economic benefits from the leased asset
are consumed. Contingent rentals arising under operating
leases are recognised as an expense in the period in
which they are incurred.

In the event that lease incentives are received to enter
into operating leases, such incentives are recognised
as a liability. The aggregate benefit of incentives is
recognised as a reduction of rental expense on a straight-
line basis, except where another systematic basis is more
representative of the time pattern in which economic
benefits from the leased asset are consumed.
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2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

{H} LEASING (Continued)

The Group as lessee under operating lease of
land use rights

Land use rights under operating lease, which mainly
comprised land use rights to be developed for investment
properties and self-use buildings, are stated at cost and
subsequently amortised in the consolidated statement
of profit or loss and other comprehensive income on a
straight-line basis over the operating lease periods, less
accumulated impairment provision.

Leasehold land for own use

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

To the extent the allocation of the lease payments can be
made reliably, interest in leasehold land that is accounted
for as an operating lease is presented as “prepaid lease
payments” in the consolidated statement of financial
position and is amortised over the lease term on a straight-
line basis. When the lease payments cannot be allocated
reliably between the land and building elements, the
entire lease is generally classified as a finance lease and
accounted for as property, plant and equipment.
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Notes to the Consolidated Financial Statements
e AR R M

For the year ended 31 December 2018 2 —F— \F+ = A =+—HIFZF

2. SIGNIFICANT ACCOUNTING POLICIES 2. FESFHBE »

(Continued)

[I] FOREIGN CURRENCIES [l] 5P

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

Exchange differences on monetary items are recognised
in profit or loss in the period in which they arise except for:

— exchange differences on foreign currency
borrowings relating to assets under construction
for future productive use, which are included in
the cost of those assets when they are regarded
as an adjustment to interest costs on those foreign
currency borrowings;

— exchange differences on transactions entered into in
order to hedge certain foreign currency risks; and

— exchange differences on monetary items receivable
from or payable to a foreign operation for which
settlement is neither planned nor likely to occur
(therefore forming part of the net investment in the
foreign operation), which are recognised initially in
other comprehensive income and reclassified from
equity to profit or loss on repayment of the monetary
items.
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Notes to the Consolidated Financial Statements

R IR AR ML

For the year ended 31 December 2018 {2 —E—/\F+_-A=+—HILFZ

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(1

FOREIGN CURRENCIES (continued)

For the purposes of presenting consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency
of the Group (i.e. Hong Kong dollars) using exchange
rates prevailing at the end of each reporting period.
Income and expense items are translated at the average
exchange rates for the period, unless exchange rates
fluctuate significantly during that period, in which case the
exchange rates at the dates of the transactions are used.
Exchange differences arising, if any, are recognised in
other comprehensive income and accumulated in equity
under the heading of foreign currency translation reserve.

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

In relation to a partial disposal of a subsidiary that does
not result in the Group losing control over the subsidiary,
the proportionate share of accumulated exchange
differences is re-attributed to non-controlling interests and
are not recognised in profit or loss. For all other partial
disposals (i.e. partial disposals of associates or jointly
controlled entities that do not result in the Group losing
significant influence or joint control), the proportionate
share of the accumulated exchange differences is
reclassified to profit or loss.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2018 2 —F— \F+ = A =+—HIFZF

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(1]

(J]

FOREIGN CURRENCIES (continued)

Goodwill and fair value adjustments on identifiable assets
acquired arising on the acquisition of a foreign operation
are treated as assets and liabilities of the foreign operation
and translated at the rate of exchange prevailing at the
end of each reporting period. Exchange differences
arising are recognised in equity under the heading of
foreign currency translation reserve.

BORROWING COSTS

Borrowing costs are expensed in consolidated statement
of profit or loss in the period in which they are incurred,
except to the extent that they are capitalised as being
directly attributable to the acquisition, construction
or production of an asset which necessarily takes a
substantial period of time to get ready for its intended use
or sale.

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

R IR AR ML

For the year ended 31 December 2018 {2 —E—/\F+_-A=+—HILFZ

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(K] EMPLOYEE BENEFITS

(L)

Short-term employee benefits and contributions
to defined contribution retirement plans

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

Termination benefits

Termination benefits are recognised when, and only
when the Group demonstrably commits itself to terminate
employment or to provide benefits as a result of voluntary
redundancy by having a detailed formal plan which is
without realistic possibility of withdrawal.

INCOME TAX

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

The tax currently payable is based on taxable profit for
the year. Taxable profit differs from profit as reported in
the consolidated profit or loss and other comprehensive
income because of items of income or expense that
are taxable or deductible in other years and items that
are never taxable or deductible. The Group’s liability for
current tax is calculated using tax rates that have been
enacted or substantively enacted by the end of the
reporting period.
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For the year ended 31 December 2018 2 —F— \F+ = A =+—HIFZF

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

{L} INCOME TAX (Continued)

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

Deferred tax liabilities are recognised for taxable
temporary differences associated with investments
in subsidiaries and associates, and interests in joint
ventures, except where the Group is able to control the
reversal of the temporary difference and it is probable that
the temporary difference will not reverse in the foreseeable
future. Deferred tax assets arising from deductible
temporary differences associated with such investments
and interests are only recognised to the extent that it is
probable that there will be sufficient taxable profits against
which to utilise the benefits of the temporary differences
and they are expected to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed
at the end of each reporting period and reduced to the
extent that it is no longer probable that sufficient taxable
profits will be available to allow all or part of the asset to
be recovered.
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2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

{L} INCOME TAX (Continued)

Deferred tax assets and liabilities are measured at the
tax rates that are expected to apply in the period in
which the liability is settled or the asset is realised, based
on tax rates (and tax laws) that have been enacted or
substantively enacted by the end of the reporting period.
The measurement of deferred tax liabilities and assets
reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the
reporting period, to recover or settle the carrying amount
of its assets and liabilities.

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

Current and deferred tax are recognised in profit or loss,
except when they relate to items that are recognised in
other comprehensive income or directly in equity, in which
case, the current and deferred tax are also recognised
in other comprehensive income or directly in equity
respectively. Where current tax or deferred tax arises
from the initial accounting for a business combination, the
tax effect is included in the accounting for the business
combination.
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For the year ended 31 December 2018 2 —F— \F+ = A =+—HIFZF

2. SIGNIFICANT ACCOUNTING POLICIES 2. FESFHBE »

(Continued)

(M) PROPERTY, PLANT AND EQUIPMENT IM) )5 - [/ R %
Property, plant and equipment held for use in the Br T Xt 2SN - 1 51E
production or supply of goods or services, or for AR AEERHEE M REHIE
administrative purposes (other than properties under THRZZME  BFELRER
construction as described below), are stated in the KA E S Rt E R E% R
consolidated statement of financial position at cost, less BWEEE (E) RERe %k
subsequent accumulated depreciation and subsequent MEFRTIER

accumulated impairment losses, if any.

Properties in the course of construction for production, RARAE HEXTHARZE
supply or administrative purposes are carried at cost, Y AR AR ] B R VE
less any recognised impairment loss. Cost includes EEIE - KABREEXEER
professional fees and, for qualifying assets, borrowing (BMEEREEMS) RIBEASEE
costs capitalised in accordance with the Group’s GETBER 2 ETMEIEEKA © %
accounting policy. Such properties are classified to the EMERT R EEEHTAER
appropriate categories of property, plant and equipment WEI D RYE  BEMREZE
when completed and ready for intended use. Depreciation HEER - HEMYEEE 2 EE
of these assets, on the same basis as other property — 1 REEERARERTEA
assets, commences when the assets are ready for their BFFIBHTE -

intended use.

Depreciation is recognised so as to write off the cost of BE (EBMERN) 2HET
assets (other than properties under construction) less their RE A A F BB A B 4R M EH K
residual values over their useful lives, using the straight- RBEERER «c REMEHR -
line method. The estimated useful lives, residual values HewaAstrAEREs  BE
and depreciation method are reviewed at the end of each RITE R % - Mkt EkE
reporting period, with the effect of any changes in estimate R BIRARREREEALR -

accounted for on a prospective basis.

Assets held under finance leases are depreciated over NRBERERERECEERH
their expected useful lives on the same basis as owned TEEtA A FREE A EEMER
assets. However, when there is no reasonable certainty ZEERE - A EWAER
that ownership will be obtained by the end of the lease RETETRERR A EMIEE - RIBE
term, assets are depreciated over the shorter of the lease ALNEMEHEAS AT A FH (AR
term and their useful lives. RERE) ITE -
FEERRERRAT
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2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(M] PROPERTY, PLANT AND EQUIPMENT

(N)

(Continued)

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

INVESTMENT PROPERTIES

Investment properties are properties held to earn rentals
and/or for capital appreciation including properties under
construction for such purpose.

Investment properties are initially measured at cost,
including transaction costs. Subsequent to initial
recognition, investment properties are measured at their
fair values. Gains or losses arising from changes in the fair
value of investment properties are included in profit or loss
for the period in which they arise.

Construction costs incurred for investment properties
under construction are capitalised as part of the carrying
amount of the investment properties under construction.

Property that is being constructed or developed for future
use as investment property is classified as investment
property. If the fair value cannot be reliably determined,
the investment property under construction will be
measured at cost until such time as fair value can be
determined or construction is completed.

An investment property is derecognised upon disposal
or when the investment property is permanently
withdrawn from use and no future economic benefits are
expected from its disposals. Any gain or loss arising on
derecognition of the property is included in the profit or
loss in the period in which the property is derecognised.
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For the year ended 31 December 2018 #2 —F—/\F+_-A=+—HILF)Z

2. SIGNIFICANT ACCOUNTING POLICIES 2. FESFHBE »

(Continued)

[0) STOCK OF PROPERTIES [0) W#¥FE

Properties under development for sale

Properties under development for sale are stated at the
lower of cost and net realisable value. Net realisable
value is determined by reference to the sales proceeds
of properties sold in the ordinary course of business, less
applicable variable selling expenses and the anticipated
costs to complete, or by management estimates based on
prevailing market conditions.

Development cost of property comprises construction
costs, depreciation of machinery and equipment,
amortisation of land use rights and professional fees
incurred during the development period. On completion,
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the properties are transferred to completed properties FHEHE 2B T -
held for sale.
Completed properties held for sale HIEHEZR T

Completed properties held for sale remaining unsold
at the year end are stated at the lower of cost and net
realisable value.

Cost comprises development costs attributable to the
unsold properties.

Net realisable value is determined by reference to the
sales proceeds of properties sold in the ordinary course
of business, less applicable variable selling expenses,
or by management estimates based on prevailing market
conditions.
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For the year ended 31 December 2018 {2 —E—/\F+_-A=+—HILFZ

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(P]

(Q)

INTANGIBLE ASSETS

Intangible assets acquired in a business combination
are identified and recognised separately from goodwill
where they satisfy the definition of an intangible asset and
their fair values can be measured reliably. The cost of
such intangible assets is their fair value at the acquisition
date. Subsequent to initial recognition, intangible assets
acquired in a business combination are carried at cost
less accumulated amortisation and any accumulated
impairment losses, on the same basis as intangible assets
that are acquired separately.

An intangible asset is derecognised on disposal, or when
no future economic benefits are expected from use or
disposal. Gains and losses arising from derecognition of
an intangible asset, measured as the difference between
the net disposal proceeds and the carrying amount of the
asset, are recognised in profit or loss when the asset is
derecognised.

IMPAIRMENT OF TANGIBLE AND
INTANGIBLE ASSETS OTHER THAN
GOODWILL

At the end of each reporting period, the Group reviews
the carrying amounts of its tangible and intangible assets
with finite useful lives to determine whether there is any
indication that those assets have suffered an impairment
loss. If any such indication exists, the recoverable amount
of the asset is estimated in order to determine the extent
of the impairment loss (if any). When it is not possible to
estimate the recoverable amount of an individual asset,
the Group estimates the recoverable amount of the
cash-generating unit to which the asset belongs. When
a reasonable and consistent basis of allocation can be
identified, corporate assets are also allocated to individual
cash-generating units, or otherwise they are allocated
to the smallest group of cash-generating units for which
a reasonable and consistent allocation basis can be
identified.
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2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(Q)

(R]

IMPAIRMENT OF TANGIBLE AND
INTANGIBLE ASSETS OTHER THAN
GOODWILL (Continued)

Intangible assets with finite useful lives are tested for
impairment when there is an indication that the assets may
be impaired.

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

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

INVENTORIES

Inventories are stated at the lower of cost and net
realisable value. Costs of inventories are determined on
weighted average basis. Net realisable value represents
the estimated selling price for inventories less all estimated
costs of completion and costs necessary to make the
sales.
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For the year ended 31 December 2018 {2 —E—/\F+_-A=+—HILFZ

2. SIGNIFICANT ACCOUNTING POLICIES 2. FESFHBE »

(Continued)

[S] PROVISIONS AND CONTINGENT (S) BERFIAERE

LIABILITIES

Provisions are recognised when: the Group has a present
legal or constructive obligation as a result of past events;
it is probable that an outflow of resources will be required
to settle the obligation; and the amount has been reliably
estimated. Provisions are not recognised for future
operating losses.

Where there are a number of similar obligations, the
likelihood that an outflow will be required in settlement is
determined by considering the class of obligations as a
whole. A provision is recognised even if the likelihood of
an outflow with respect to any one item included in the
same class of obligations may be small.

Provisions are measured at the present value of the
expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current market
assessments of the time value of money and the risks
specific to the obligation. The increase in the provision
due to passage of time is recognised as interest expense.

A contingent liability is a possible obligation that arises
from past events and whose existence will only be
confirmed by the occurrence or non-occurrence of one or
more uncertain future events not wholly within the control
of the Group. It can also be a present obligation arising
from past events that is not recognised because it is
not probable that outflow of economic resources will be
required or the amount of obligation cannot be measured
reliably.

A contingent liability is not recognised but is disclosed
in the notes to the financial statements. When a change
in the probability of an outflow occurs so that outflow is
probable, it will then be recognised as a provision.
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2. SIGNIFICANT ACCOUNTING POLICIES 2. FESFHBE »

(Continued)

(T] FINANCIAL INSTRUMENTS (T) @ T A

Upon application of HKFRS 9 in accordance with
transitions in note 3.1

Financial assets and financial liabilities are recognised on
the statement of financial position when an entity becomes
a party to the contractual provisions of the instruments.

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

The effective interest method is a method of calculating
the amortised cost of a financial asset or financial liability
and of allocating interest income and interest expense
over the relevant period. The effective interest rate is the
rate that exactly discounts estimated future cash receipts
and payments (including all fees and points paid or
received that form an integral part of the effective interest
rate, transaction costs and other premiums or discounts)
through the expected life of the financial asset or financial
liability, or, where appropriate, a shorter period, to the net
carrying amount on initial recognition.
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For the year ended 31 December 2018 {2 —E—/\F+_-A=+—HILFZ

2. SIGNIFICANT ACCOUNTING POLICIES 2. FESFHBE »

(Continued)

(T) FINANCIAL INSTRUMENTS (Continued) (T) /T A @)

Upon application of HKFRS 9 in accordance with
transitions in note 3¢1 (Continued)

Financial assets

Classification and subsequent measurement of financial
assets

Financial assets that meet the following conditions are
subsequently measured at amortised cost:

— the financial asset is held within a business model
whose objective is to collect contractual cash flows;
and

— the contractual terms give rise on specified dates to
cash flows that are solely payments of principal and
interest on the principal amount outstanding.

All other financial assets are subsequently measured at fair
value. All of the Group’s financial assets are subsequently
measured at amortised costs.

Amortised cost and interest income

Interest income is recognised using the effective interest
method for financial assets measured subsequently at
amortised cost. Interest income is calculated by applying
the effective interest rate to the gross carrying amount
of a financial asset, except for financial assets that have
subsequently become credit-impaired (see below). For
financial assets that have subsequently become credit-
impaired, interest income is recognised by applying the
effective interest rate to the amortised cost of the financial
asset from the next reporting period. If the credit risk on
the credit impaired financial instrument improves so that
the financial asset is no longer credit-impaired, interest
income is recognised by applying the effective interest
rate to the gross carrying amount of the financial asset
from the beginning of the reporting period following the
determination that the asset is no longer credit impaired.
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2. SIGNIFICANT ACCOUNTING POLICIES 2. FESFHBE »

(Continued)

(T] FINANCIAL INSTRUMENTS (Continued) (T) /T A @)

Upon application of HKFRS 9 in accordance with
transitions in note 3.1 (Continued)

Financial assets (Continued)
Impairment of financial assets

The Group recognises a loss allowance for ECL on
financial assets which are subject to impairment under
HKFRS 9 (including trade receivables, deposits and
bank balances) and financial guarantee contracts. The
amount of ECL is updated at each reporting date to reflect
changes in credit risk since initial recognition.

Lifetime ECL represents the ECL that will result from
all possible default events over the expected life of the
relevant instrument. In contrast, 12-month ECL (“12m
ECL") represents the portion of lifetime ECL that is
expected to result from default events that are possible
within 12 months after the reporting date.

The Group applies the HKFRS 9 simplified approach
to measure ECL which uses a lifetime ECL for all trade
receivables and measures the lifetime ECL on each
debtor individually based on the present value of the
difference between the contractual cash flows that are due
to the Group under the contract and the cashflows that
the Group expects to receive, with the consideration of
forward looking information.

For all other instruments, the Group measures the loss
allowance equal to 12m ECL, unless when there has been
a significant increase in credit risk since initial recognition,
the Group recognises lifetime ECL. The assessment of
whether lifetime ECL should be recognised is based on
significant increases in the likelihood or risk of a default
occurring since initial recognition.
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2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(T) FINANCIAL INSTRUMENTS (Continued)

Upon application of HKFRS 9 in accordance with
transitions in note 3.1 (Continued)

Financial assets (Continued)
Significant increase in credit risk

In assessing whether the credit risk has increased
significantly since initial recognition, the Group compares
the risk of a default occurring on the financial instrument as
at the reporting date with the risk of a default occurring on
the financial instrument as at the date of initial recognition.
In making this assessment, the Group considers both
quantitative and qualitative information that is reasonable
and supportable, including historical experience and
forward-looking information that is available without undue
cost or effort.

In particular, the following information is taken into
account when assessing whether credit risk has increased
significantly:

— an actual or expected significant deterioration in the
financial instrument’s external (if available) or internal
credit rating;

— significant deterioration in external market indicators
of credit risk, e.g. a significant increase in the credit
spread, the credit default swap prices for the debtor;

— existing or forecast adverse changes in business,
financial or economic conditions that are expected
to cause a significant decrease in the debtor’s ability
to meet its debt obligations;

— an actual or expected significant deterioration in the
operating results of the debtor;

— an actual or expected significant adverse change
in the regulatory, economic, or technological
environment of the debtor that results in a significant
decrease in the debtor’s ability to meet its debt
obligations.
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2. SIGNIFICANT ACCOUNTING POLICIES 2. FESFHBE »

(Continued)

(T) FINANCIAL INSTRUMENTS (continued) (T) £/ T A @)

Upon application of HKFRS 9 in accordance with
transitions in note 3.1 (Continued)

Financial assets (Continued)
Significant increase in credit risk (Continued)

Irrespective of the outcome of the above assessment,
the Group presumes that the credit risk has increased
significantly since initial recognition when contractual
payments are more than 30 days past due, unless the
Group has reasonable and supportable information that
demonstrates otherwise.

Despite the aforegoing, the Group assumes that the
credit risk on a debt instrument has not increased
significantly since initial recognition if the debt instrument
is determined to have low credit risk at the reporting date.
A debt instrument is determined to have low credit risk if
(i) it has a low risk of default; (ii) the borrower has a strong
capacity to meet its contractual cash flow obligations in
the near term; and (iii) adverse changes in economic and
business conditions in the longer term may, but will not
necessarily, reduce the ability of the borrower to fulfil its
contractual cash flow obligations. The Group considers
a debt instrument to have low credit risk when it has an
internal or external credit rating of “investment grade” as
per globally understood definitions.

Group considers the following as constituting an event
of default for internal credit risk management purposes
as historical experience indicates that receivables that
meet either of the following criteria are generally not
recoverable:

— when there is a breach of financial covenants by the
counterparty; or

— information developed internally or obtained from
external sources indicates that the debtor is unlikely
to pay its creditors, including the Group, in full
(without taking into account any collaterals held by
the Group).
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2. SIGNIFICANT ACCOUNTING POLICIES 2. FESFHBE »

(Continued)

(T) FINANCIAL INSTRUMENTS (Continued) (T) /T A @)

Upon application of HKFRS 9 in accordance with
transitions in note 3¢1 (Continued)

Financial assets (Continued)
Significant increase in credit risk (Continued)

Also, the Group considers that default has occurred when
the instrument is more than 90 days past due unless the
Group has reasonable and supportable information to
demonstrate that a more lagging default criterion is more
appropriate.

Credit-impaired financial assets

A financial asset is “credit-impaired” when one or more
events that have a detrimental impact on the estimated
future cash flows of the financial assets have been
occurred. Evidence that a financial asset is credit-impaired
includes observable data about the following events:

— Significant financial difficulty of the issuer of the
borrower; or

— A breach of contract, such as a default or past due
event; or

— The lender(s) of the borrower, for economic or
contractual reasons relating to the borrower’s
financial difficulty, having granted to the borrower a
concession(s) that the lender(s) would not otherwise
consider; or

— It is becoming probably that the borrower will enter
bankruptcy or other financial reorganisation.
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2. SIGNIFICANT ACCOUNTING POLICIES 2. FESFHBE »

(Continued)

(T] FINANCIAL INSTRUMENTS (Continued) (T) /T A @)

Upon application of HKFRS 9 in accordance with
transitions in note 3.1 (Continued)

Financial assets (Continued)
Write-off policy

The Group writes off a financial asset when there is
information indicating that the counterparty is in severe
financial difficulty and there is no realistic prospect of
recovery, e.g. when the counterparty has been placed
under liquidation or has entered into bankruptcy
proceedings, or in the case of trade receivables, when the
amounts are over two years past due, whichever occurs
sooner. Financial assets written off may still be subject
to enforcement activities under the Group’s recovery
procedures, taking into account legal advice when
appropriate. Any recoveries made are recognised in profit
or loss.

Measurement and recognition of ECL

The measurement of ECL is a function of the probability
of default, loss given default (i.e. the magnitude of the
loss if there is a default) and the exposure at default. The
assessment of the probability of default and loss given
default is based on historical data adjusted by forward-
looking information.

Generally, the ECL is estimated as the difference between
all contractual cash flows that are due to the Group in
accordance with the contract and all the cash flows that
the Group expects to receive, discounted at the effective
interest rate determined at initial recognition.

The Group recognises an impairment gain or loss in
profit or loss for all financial instruments by adjusting their
carrying amount with the exception of trade receivables
where the correspondence adjustment is recognised
through a loss allowance account.
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Notes to the Consolidated Financial Statements
e AR IR M

For the year ended 31 December 2018 {2 —E—/\F+_-A=+—HILFZ

2. SIGNIFICANT ACCOUNTING POLICIES 2. FESFHBE »

(Continued)

(T) FINANCIAL INSTRUMENTS (Continued) (T) /T A @)

Upon application of HKFRS 9 in accordance with
transitions in note 3¢1 (Continued)

Financial liabilities and equity

Debt and equity instruments that are issued are classified
as either financial liabilities or as equity in accordance with
the substance of the contractual arrangement.

Equity instruments

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

Financial liabilities at amortised cost

The Group’s financial liabilities including trade and
other payables and bank borrowings are subsequently
measured at amortised cost, using the effective interest
method.

Prior to application of HKFRS 9 on 1 January 2018

The Group has applied HKFRS 9 retrospectively, but has
elected not to restate comparative information. As a result,
the comparative information provided continues to be
accounted for in accordance with the Group’s previous
accounting policy.
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For the year ended 31 December 2018 #2 —F—/\F+_-A=+—HILF)Z

2. SIGNIFICANT ACCOUNTING POLICIES 2. FESFHBE »

(Continued)

(T] FINANCIAL INSTRUMENTS (Continued) (T) /T A @)

Prior to application of HKFRS 9 on 1 January 2018
(Continued)

Financial assets

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

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a debt instrument and of allocating
interest income over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash receipts (including all fees and points paid or
received that form an integral part of the effective interest
rate, transaction costs and other premiums or discounts)
through the expected life of the debt instrument, or, where
appropriate, a shorter period to the net carrying amount
on initial recognition.

Income is recognised on an effective interest basis
for debt instruments other than those financial assets
classified as at FVTPL.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2018 {2 —E—/\F+_-A=+—HILFZ

2. SIGNIFICANT ACCOUNTING POLICIES 2. FESFHBE »

(Continued)

(T) FINANCIAL INSTRUMENTS (Continued) (T) /T A @)

Prior to application of HKFRS 9 on 1 January 2018
(Continued)

Loans and receivables

Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted
in an active market. Loans and receivables (including
cash and bank balances and trade and other receivables
but not the prepayment) are measured at amortised cost
using the effective interest method, less any impairment
(see accounting policy on impairment of financial assets
below).

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

Financial assets at FVTPL

Financial assets are classified as at FVTPL when the
financial asset is either held for trading or it is designated
as at FVTPL.

A financial asset is classified as held for trading if:

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

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

— it is a derivative that is not designated and effective
as a hedging instrument.
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For the year ended 31 December 2018 #2 —F—/\F+_-A=+—HILF)Z

2. SIGNIFICANT ACCOUNTING POLICIES 2. FESFHBE »

(Continued)

(T] FINANCIAL INSTRUMENTS (Continued) (T) /T A @)

Prior to application of HKFRS 9 on 1 January 2018
(Continued)

Financial assets at FVTPL (Continued)

A financial asset other than a financial asset held for
trading may be designated as at FVTPL upon initial
recognition if:

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

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

— it forms part of a contract containing one or more
embedded derivatives, and HKAS 39 “Financial
Instruments: Recognition and Measurement” permits
the entire combined contract (asset or liability) to be
designated as at FVTPL.

Financial assets at FVTPL are stated at fair value, with any
gains or losses arising on remeasurement recognised in
profit or loss. The net gain or loss recognised in profit or
loss incorporates any dividend or interest earned on the
financial assets and is included in the “other revenue and
net income” line item in the consolidated profit or loss and
other comprehensive income.
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For the year ended 31 December 2018 {2 —E—/\F+_-A=+—HILFZ

2. SIGNIFICANT ACCOUNTING POLICIES 2. FESFHBE »

(Continued)

(T) FINANCIAL INSTRUMENTS (Continued) (T) /T A @)

Prior to application of HKFRS 9 on 1 January 2018 R=-ZE—-NE—H—HEH

(Continued) ERMBEREEREIE AT
(&)
Impairment of financial assets 2AEERE

SREE (UAFEFABRR
for indicators of impairment at the end of each reporting ZEMEERIN RERSHR
period. Financial assets are considered to be impaired AMEREAERETR - EBEE
BRBETEBERE 2B ARRE
enEReMEEEYI S ERE
BHEMN-IENZEENHTE - A
THEEMMEALIRRE -

Financial assets, other than those at FVTPL, are assessed

when there is objective evidence that, as a result of one
or more events that occurred after the initial recognition of
the financial assets, the estimated future cash flows of the
investment have been affected.

BERNZEEEA 24

Obijective evidence of impairment could include:

e significant financial difficulty of the issuer or o BITARRZYHFIHEE
counterparty; or KEI R sk

e breach of contract, such as a default or delinquency o EA - MRESIRFED
in interest or principal payments; or KRR K

e it becoming probable that the borrower will enter o  ([BERATESEWESEST
bankruptcy or financial re-organisation; or B EME 2k

e the disappearance of an active market for that s HAUBRHBHZEREE

financial assets because of financial difficulties. RGBS IEK

MERESGEFREETEREE
receivables, assets that are assessed not to be impaired BRIME - BRIFHE AL ERE
individually are, in addition, assessed for impairment on CEERSEEELETERE &
WERREE 2 BERERB B

For certain categories of financial assets, such as trade

a collective basis. Objective evidence of impairment for

a portfolio of receivables could include the Group’s past
experience of collecting payments, an increase in the
number of delayed payments in the portfolio past the
average credit period of 365 days, as well as observable
changes in national or local economic conditions that
correlate with default on receivables.
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For the year ended 31 December 2018 2 —F— \F+ = A =+—HIFZF

2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(1]

(U]

FINANCIAL INSTRUMENTS (continued)

Prior to application of HKFRS 9 on 1 January 2018
(Continued)

Impairment of financial assets (Continued)

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

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

For financial assets measured at amortised cost, if, in a
subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to
an event occurring after the impairment was recognised,
the previously recognised impairment loss is reversed
through profit or loss to the extent that the carrying amount
of the investment at the date the impairment is reversed
does not exceed what the amortised cost would have
been had the impairment not been recognised.

CASH AND CASH EQUIVALENTS

Cash and cash equivalents comprise cash at bank and
on hand, demand deposits with banks, and short term,
highly liquid investments that are readily convertible into
known amounts of cash and which are subject to an
insignificant risk of changes in value, having been within
three months of maturity at acquisition. Bank overdrafts
that are repayable on demand and form an integral part
of the Group’s cash management are also included as a
component of cash and cash equivalents for the purpose
of the consolidated statement of cash flows.
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2. SIGNIFICANT ACCOUNTING POLICIES 2. FESFHBE »

(Continued)
707 A ALz
(V) DISCONTINUED OPERATIONS (V] ARIFARE T

A discontinued operation is a component of the Group’s BRI EEGE R EB S 2 —

business, the operations and cash flows of which can o BB MEAEAR

be clearly distinguished from the rest of the Group and SEEMEBRSEERD - UERRK

which represents a separate major line of business or RBERERILEMERE D 2

geographical area of operations, or is part of a single BUYEEER  fEREE—E

co-ordinated plan to dispose of a separate major line BEBIKEHEE D 2 B E

of business or geographical area of operations, or is a BEBcE—HEFE 22—

subsidiary acquired exclusively with a view to resale. no R HELEAEEmMKE

ZHBAR] -

Classification as a discontinued operation occurs upon HEXREDEABIEHE £

disposal or when the operation meets the criteria to be Al (B FE) %% Tin

classified as held for sale, if earlier. It also occurs when AR IFREET o & FEE N

the operation is abandoned. ZERTEHIRRIEEER -

Where an operation is classified as discontinued, a single WMEBEDBARRIEREER

amount is presented on the face of the consolidated profit RleftireEBa Atk

or loss and other comprehensive income which comprises: REV-HE—HE - HeE:

—  the post-tax profit or loss of the discontinued —  RIMEEEE 2 BREERT
operation; and REE &

— the post-tax profit or loss recognised on the — BEEXHEAR (K
measurement to fair value less costs to sell, or on LIEE ) AT ERE
the disposal, of the assets or disposal group(s) ERAFTTEMBERINEE
constituting the discontinued operation. B R 2 PR B 18 i A1 S /&S

18 o
(W] RELATED PARTIES (W] BFZEA £
A party is considered to be related to the Group if: WEBIATAL BAXEE A
EAL

(a) A person, or a close member of that person’s family, (@) MMBUATAL  BliZAL

is related to the Group if that person: ZAT A HREAREE B
vE
(i) has control or joint control over the Group; (i) $EHIsHEREHASE

;
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2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(W] RELATED PARTIES (Continued)

(a)

(Continued)

(ii)

(iif)

has significant influence over the Group; or

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

An entity is related to the Group if any of the following

conditions applies:

(i)

(ii)

(iif)

(iv)

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

one entity is an associate or joint venture of the
other entity (or an associate or joint venture of
a member of a Group of which the other entity
is a member);

both entities are joint ventures of the same third
party;

one entity is a joint venture of a third entity
and the other entity is an associate of the third
entity;

the entity is a post-employment benefit plan for
the benefit of employees of either the Group or
an entity related to the Group;

the entity is controlled or jointly controlled by a
person identified in (a);
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2. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(W) RELATED PARTIES (Continued)

(b)  (Continued)

(vii)

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

(viii) the entity, or any member of a group of which it

is a part, provides key management personnel
service to the Group or the parent of the Group.

Close members of the family of a person are those family

members who may be expected to influence by, that

person in their dealings with the entity.

(X

OPERATING SEGMENTS

Operating segments are reported in a manner consistent

with the internal reporting provided to the chief operating

decision-maker. The chief operating decision-maker, who

is responsible for allocating resources and assessing

performance of the operating segments, has been

identified as the directors of the Company.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2018 #2 —F—/\F+_-A=+—HILF)Z

3. APPLICATION OF NEWANDREVISED 3. AN REEFI2H
HONG KONG FINANCIAL REPORTING B R EEL ([ &8
STANDARDS (“HKFRSs”) B E2EA] )

3.1 INITIAL APPLICATION OF HONG KONG 3.1 BREHEENEHE
FINANCIAL REPORTING STANDARDS ZEA)

In the current year, the Group has applied, for the
first time, the following new and revised standards,
amendments and interpretation (“the new and revised
HKFRSs”) issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”), which are relevant to and
effective for the Group’s financial statements for the annual
period beginning on 1 January 2018:

Financial Instruments

Revenue from Contracts with
Customers and the related
Amendments

Foreign Currency Transactions
and Advance Consideration

HKFRS 9
HKFRS 15

HK(IFRIC)-Int 22

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

Amendments to HKAS 40 Transfers of Investment Property

Amendments to HKFRS 2 Classification and Measurement
of Share-based Payment
Transactions

Amendments to HKFRS 4 Applying HKFRS 9 Financial
Instruments with HKFRS 4 Insurance
Contracts

Amendments to HKFRS 15 Revenue from Contracts with

Customers (Clarifications to
HKFRS 15)

Except as described below, the adoption of the new and
revised HKFRSs did not result in any significant impact on
the results and financial position of the Group.
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For the year ended 31 December 2018 {2 —E—/\F+_-A=+—HILFZ

3. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continuea)

3.1 INITIAL APPLICATION OF HONG KONG

FINANCIAL REPORTING STANDARDS
(Continued)

HKFRS 9 “Financial Instruments”

HKFRS 9 addresses the classification, measurement and
derecognition of financial assets and financial liabilities,
introduces new rules for hedge accounting and a new
impairment model for financial assets.

All of the Group’s financial assets and financial liabilities
were carried at amortised cost, therefore, the new
guidance would not have a significant impact on the
classification and measurement of its financial assets and
financial liabilities.

The Group does not have any hedging instruments.
There would have no significant impact arising from the
new hedging accounting rules on the accounting for its
hedging relationships.

In relation to the impairment of financial assets, the Group
has adopted the simplified expected credit loss (“ECL”)
model for its trade receivables. This model requires the
recognition of impairment provisions based on expected
credit losses rather than only incurred credit losses under
HKAS 39.

Impairment based on the expected credit loss model
introduced by HKFRS 9 on the Group’s financial assets,
including trade receivables, have no significant financial
impact on this financial information.
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2018 #2 —F—/\F+_-A=+—HILF)Z

3. APPLICATION OF NEWANDREVISED 3. AN REEFI2H
HONG KONG FINANCIAL REPORTING B gREEL ([ &8
STANDARDS (“HKFRSs") (continued) MBEHREZERA ] )

3.1 INITIAL APPLICATION OF HONG KONG 3.1 G REHEBYBEHRE
FINANCIAL REPORTING STANDARDS R
(Continued)

HKFRS 15 “Revenue from Contracts with
Customers”

HKFRS 15 replaces HKAS 18 “Revenue” which covers
contracts for goods and services and HKAS 11
“Construction Contracts” which covers construction
contracts and related literature. The new standard is
based on the principle that revenue is recognised when
control of a good or service transfers to a customer.
Specifically, the standard introduces a 5-step approach to
revenue recognition:

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

Step 2. |dentify the performance obligations in the
contract.

Step 3:  Determine the transaction price.

Step 4. Allocate the transaction price to the performance
obligations in the contract.

Step 5:  Recognise revenue when (or as) the entity
satisfies a performance obligation.

The Group has applied HKFRS 15 for the first time in the
current year. HKFRS 15 superseded HKAS 18 Revenue,
HKAS 11 Construction Contracts and the related
interpretations.

BRMBHREEAE 165 /XK
BEFEHZKAS

TR HEERE 15K
BEEYMERBEONEEE
ZHE 185 [ WA MR ERE
BHRMERGEXMEE SR
FENR[READ] - FEAE
U B WDl R % o 12 HE
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5 % ERIS AR AN AE
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3. APPLICATION OF NEW AND REVISED

14

HONG KONG FINANCIAL REPORTING éﬁ

STANDARDS (“HKFRSs”) (continuea)

3.1 INITIAL APPLICATION OF HONG KONG

FINANCIAL REPORTING STANDARDS
(Continued)

HKFRS 15 “Revenue from Contracts with

Customers” (Continued)

The Group has applied HKFRS 15 retrospectively with
the cumulative effect of initially applying this standard
recognised at the date of initial application, 1 January
2018. Any difference at the date of initial application is
recognised in the opening retained earnings (or other
components of equity, as appropriate) and comparative
information has not been restated. Furthermore, in
accordance with the transition provisions in HKFRS 15, the
Group has elected to apply the standard retrospectively
only to the contracts that are not completed at 1 January
2018. Accordingly, certain comparative information
may not be comparable as comparative information
was prepared with HKAS 18 Revenue and HKAS 11
Construction Contracts and the related interpretations.

The Group recognises revenue from the following sources
which arise from contracts with customers:

° Trading of construction materials; and
° Provision of property management services.

Summary of effects arising from initial application of
HKFRS 15

The application on HKFRS 15 has no material impact
on the Group’s retained earnings at 1 January 2018.
The following adjustments were made to the amounts
recognised in the consolidated statement of financial
position at 1 January 2018. Line items that were not
affected by the changes have not been included.
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3. APPLICATION OF NEWANDREVISED 3. AN REEFI2H
HONG KONG FINANCIAL REPORTING i) i%iﬁ‘%z% H ([&78
STANDARDS (“HKFRSs”) (continued) B EER ) e
3.1 INITIAL APPLICATION OF HONG KONG 3.1 Eﬂ/@'ﬁ@#ﬁfﬁ%ﬁ%

FINANCIAL REPORTING STANDARDS R &
(Continued)
HKFRS 15 “Revenue from Contracts with ERMBERELEREI5H /K
Customers” (Continued) EEFENZUA L)
Impact on the consolidated statement of financial R A BRI
position
Carrying amounts Carrying amounts
previously reported under HKFRS 15
at 31 December 2017 Reclassification at 1 January 2018
RAR-B-t% RESEHBREER
+ZA=+-H FER-F-N\F
SHNEAE BNAE -B-BNEEE
HK$'000 HK$'000 HK$'000
TR TR FiEx
Current liabilities REEE
Accruals and other payables [EStERAR
Eth R 30,061 (354) 29,707
Contract liabilities BHERE - 354 354

The following tables summarise the impacts of applying

HKFRS 15 on the Group’s consolidated statement of

financial position as at 31 December 2018 for each of the

line items affected. Line items that were not affected by

TR BB 1 50
SR AEEN T — N\
+-AZt+—BZHEAMBRA
%¢t—ﬁf%%ﬁﬁmgﬁc

the changes have not been included. SR Z2NIBE Y TNEEE
ﬁq o
Impact on the consolidated statement of financial Y S B A FE 2
position
Amounts without
application of
As reported Adjustments HKFRS 15
mEERSI R REEAE B
HREEE155
2
HK$'000 HK$'000 HK$'000
FET THET TET
Current liabilities mEBE
Accruals and other payables FEETER R
H b e 5K 19,130 349 19,479
Contract liabilities BHEE 349 (349) —
FEEEZREFRAT

—E-N\FER
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3. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continuea)

3.2 HKFRSs IN ISSUE BUT NOT YET

EFFECTIVE

The following HKFRSs in issue at 31 December 2018
have not been applied in the preparation of the Group’s

consolidated financial statements for the year then ended

since they were not yet effective for the annual period

beginning on 1 January 2018.

HKFRS 16

HKFRS 17

HK(IFRIC)-Int 23
Amendments to HKFRS 3
Amendments to HKFRS 9
Amendments to HKFRS 10

and HKAS 28

Amendments to HKAS 1
and HKAS 8
Amendments to HKAS 19

Amendments to HKAS 28

Amendments to HKFRSs

Leases'

Insurance Contracts

Uncertainty over Income Tax
Treatments'

Definition of a Business

Prepayment Features with Negative
Compensation

Sale or Contribution of Assets between
an Investor and its Associate or
Joint Venture®

Definition of Material

Plan Amendment, Curtailment
or Settlement’

Long-term Interests in Associates
and Joint Ventures'

Annual Improvement to HKFRS
Standards 2015-2017 Cycle'

! Effective for annual periods beginning on or after 1 January

2019.

2 Effective for annual periods beginning on or after 1 January

2021.

8 Effective for annual periods beginning on or after a date to

be determined.

4 Effective for annual periods beginning on or after 1 January

2020.
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4. REVENUE

Disaggregation of revenue from contract with customers:

For the year ended
31 December

BE+-—A=+—HLEE

2018 2017
—E-N\F —E—+F
HK$°000 HK$'000
FBx FTT
Turnover from major business services: FEXEBRE 2 &R
Revenue with the scope of HKAS 17 BEEFERE 17 5
#E Wam
Rental income from leasing of properties &Y% 2 & KA 1,055 12,978
Revenue with contract customers BB IR EZERE 15 S #51E
within the scope of HKFRS 15 A EFE Nz
Property management fee income VISR B A 676 487
Sales of construction materials SHE EIEM R 54,451 12,679
56,182 26,144
Disaggregation by timing RS ERRS D18
of revenue recognition:
At a point of time: EFEIEY -
Sales of construction materials SHE EIEM R 54,451 12,679
Over time: FFEIER
Property management fee income VE=SEE=0 N 676 487
55,127 13,166
FEERRERRAT

T N\FEH
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5. OTHER INCOME 5. HAttlg A
For the year ended
31 December
BE+-A=+—HLEE
2018 2017
—E-N\F —T—+tF
HK$’000 HK$'000
FET FAT
Interest income on bank deposit SRITFERZFBUA 2,067 291
Interest income on loan receivables JEE SR 2 B B WA — 21,268
Compensation income arising from BAERERTES
profit guarantee realisation 2 BEEWA 36,000 36,000
Gain on disposal of property, plant and HEWZE - BE R&
equipment 2 W 200 —
Other sundry income HABFETRIA 48 357
38,315 57,916
6. LOSS BEFORE TAXATION 6. BRBAIGE

Loss before taxation is arrived after charging/(crediting):

[A) FINANCE COSTS

BREAMBED G (GEA) TH%
I8 :

(A) BITERCA

For the year ended
31 December
BE+=-A=+—HILEE

2018 2017
—E-N\EF —EF—+tF
HK$’000 HK$'000
FE T FiET
Interest on interest-bearing borrowings  HEEE 2 &
— wholly repayable within — BRASF
five years NBBERR 25,000 25,652
— not wholly repayable within — HENRTEF
five years NBBERR — —
Total borrowing costs BB A4S 25,000 25,652

The analysis shows the finance costs of interest-bearing
borrowings, including term loans which contain a
repayment on demand clause, in accordance with the
agreed scheduled repayment dates as set out in the loan
agreements.
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6. LOSS BEFORE TAXATION (continued) 6. BRELAIEIE =
(B) OTHER ITEMS (B) EmiEH

For the year ended
31 December

BE+=-RA=1+—HLEE

2018 2017
—E-N\F —E—+F
HK$°000 HK$'000
FET FiBT
Charging/(crediting): ks, (GTA)
Staff costs (including directors’ BT (B
emoluments) EEME)
— salaries, wages and other benefits — #& - TER 2,498 2,440
E At ia 7
— retirement benefits scheme — RIRE A
contributions IR 194 291
Total staff costs B TR 42%8 2,692 2,731
Auditors’ remuneration BTN & 1,180 1,960
Amortisation of land use rights T AR A 8N 79 77
Depreciation of property, plant mE - BE&
and equipment HEIE 22 19
Cost of inventories sold BEFERA 53,914 12,574
Impairment loss recognised REFEERBEBE"
in respect of inventories” — 54
Impairment loss on goodwill* EEYEAEVECN — 52,791
Operating lease charges for premises ¥ 24 EFLITH 420 747
Net exchange loss b 5 518 558 243 —
Gross rental income from investment RAKEME 2HE
properties WA 4REE (1,055) (12,978)
Less: Direct operating expenses from 5 : FRELA WA
investment properties that ZIEMEL
generated rental income HREKERY
during the year 403 11,019
(652) (1,959)
* The aggregate amount of impairment loss recognised in * MME - BERRKE - BEE
respect of property, plant and equipment, intangible assets, E - TGTELMEERRAZBER
inventories and goodwill are included as “other operating BEGEFAGEBRRMAMS
expenses” of the consolidated statement of profit or loss Uz = [ H fth & 8 2
and other comprehensive income. A o
FEERRERRAT

Er vy
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7. DIRECTORS’ EMOLUMENTS AND
CHIEF EXECUTIVE REMUNERATION

Directors’ emoluments disclosed pursuant to section 383(1)
of the Hong Kong Companies Ordinance and Part 2 of the
Companies (Disclosure of Information about Benefits of
Directors) Regulations are follows:

BEECHERETBERAIENE
3NIER AR (BEEEFEER)
BOE 23 2 BEWELNT ¢

Salaries, Contributions
allowances to retirement

and benefits benefits
Directors’ in kind scheme
For the year ended fees He - HER RINER Total
31 December 2018 ExHd BENMAR HE ast
BE-Z-N\E+-A=1-H HK$’000 HK$’000 HK$’000 HK$’000
EEE T TET TET TR
Executive directors BTES
Xu Xiao Jun ENE S — — — —
Ye De Chao ¥Ei — — — —
JiXu Dong FME - - - -
Independent non-executive directors BIFHTES
He Jin Geng BE 120 - - 120
Yu Hong Gao Bim 120 - - 120
Chen Yang BR* 120 - - 120
360 — — 360
Total &t 360 - - 360

120 CHINA INFRASTRUCTURE INVESTMENT LIMITED
Annual Report 2018



Notes to the Consolidated Financial Statements

R IR AR M T

For the year ended 31 December 2018 #2 —F—/\F+_-A=+—HILF)Z

] = /= =
7. DIRECTORS' EMOLUMENTS AND 7. EERESTHAEM
CHIEF EXECUTIVE REMUNERATION T (&)
(Continued)
Salaries,  Contributions
allowances to retirement
and benefits benefits
Directors’ in kind scheme
For the year ended fees EHe AR RIRIEF Total
31 December 2017 EEikn EMFR FTEIHT Bt
HE-T—+E+-A=1T—H HK$'000 HK$'000 HK$'000 HK$'000
HFE THL THL FHL THT
Executive directors YITEE
Xu Xiao Jun f/ME — — — —
Ye De Chao ¥EH — — — —
Ji Xu Dong ZBR — — — —
Independent non-executive directors BIFHTES
He Jin Geng B 120 — — 120
Yu Hong Gao B 120 — — 120
Chen Yang [F9c3 120 — — 120
360 — — 360
Total a5t 360 — — 360

For the years ended 31 December 2018 and 2017, no
emoluments were paid by the Group to any of the directors
of the Company as an inducement to join or upon joining the
Group. None of the directors of the Company waived or agreed

to waive any remuneration for the years ended 31 December

2018 and 2017.

HE-_Z—)\ER=-ZF—tF+=H
=t+—HILEEE AEETERARD
AERNEESINEAMEAMERESE
MMAREE KA IARZ ZE - &
2 )\FERZFE—tF+=H
=t+—HLEFE BEARTESK
ZRERETMAE -

TEREZREARLTF
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= T
8. INDIVIDUALS WITH HIGHEST 8. mEHAL
EMOLUMENTS
Of the five individuals with the highest paid emoluments, three AfimEFALTBE=RES - Hl
are directors whose emoluments are disclosed in note 7. The TERMF7RIEE - EHme (2%
aggregate of the emoluments in respect of the other two (2017: —tF  =F) AL ZHESBREWT ¢

three) individuals are as follows:

For the year ended
31 December

BE+-A=T—-HLEE

2018 2017

—EB-N\E —T—+F

HK$°000 HK$'000

THET FHBT

Salaries and other emoluments T RHEMME 1,423 931

Contributions to retirement benefits scheme 3R R4&FIEHEI LK 30 43

1,453 974

The two (2017: three) individuals are senior management (2017: ZMB (ZE—tF: =%) ALHAE

included one senior management) that is not a director of the FAEARREEZARERAER (ZF

Company and their emoluments are within the following bands: —tF: BE—AaRERAER)  #
ZrMeHmENAT

Number of individuals

AE
2018 2017
e —T—t5
Nil to HK$1,000,000 L% 1,000,00078 7T 2 3
2 3
For the year ended 31 December 2018, there was no HE-_Z—)\E+-_A=+—HILHF
compensation paid for loss of office (2017: nil). B - SIESBER A E A (=

T—tF |
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9. INCOME TAX

(A] TAXATION IN THE CONSOLIDATED
STATEMENT OF PROFIT OR LOSS

9. FIEH

(A] & Bz 2B

REPRESENTS:
For the year ended
31 December
HE+-A=+—HLEE
2018 2017
—ZE-N\F —F—tF
HK$’000 HK$'000
FET T
Current tax BN EATH IE
Hong Kong Profits Tax BEENEH = —
The PRC Corporate Income Tax R F TS — 5,480
Deferred tax credit ELERIER R — —
— 5,480

No Hong Kong Profits Tax has been provided in the
consolidated financial statements as the Group has no
estimated assessable profits arising in Hong Kong for the
years ended 31 December 2018 and 2017.

The Group’s subsidiaries in the PRC are subject to the
PRC Corporate Income Tax at 25% (2017: 25%). Taxes
on profits assessable elsewhere have been calculated
at the rates of tax prevailing in the jurisdictions in which
the Group operates, based on prevailing legislation,
interpretations and practice in respect thereof during the
year.

HE-Z-)\GERZZT—tF+=A
=+—HLFE BHRAEBERES
WAEGETERTER - WA ERGRE
MBHmERPELBBNETEE -

85 2 7R B B R 3 25%
(ST —H4F - 25%) MATEL LA
185 - ELA IR 2 SR B F BLIA T
REEBEEED - RERESIRE
PO 85 )48 B Ff e R MR 2 4 FR T
TR -

TEREZREARLTF
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9. FIBH

(B] B HHETTE A
i EIE 5T iR < #1114k
/I

9. |NCOME TAX (Continued)

(B] RECONCILIATION BETWEEN TAX EXPENSE
AND ACCOUNTING LOSS AT APPLICABLE
RATES:

S PR 0 T S 4B 9
T

A reconciliation of the income tax applicable to loss before
taxation as follows:

For the year ended
31 December

BE+-A=1+—HLFE

2018 2017
—EB-N\EF —E—+F
HK$°000 HK$'000
FE T FAT
Loss before taxation PRI AT EE (20,187) (39,250)
Tax at effective tax rate of 16.5% RERDIZE16.5%
(2017: 16.5%) (ZZ—+%F 1 16.5%) (3,331) (6,476)
FTEZBIE
Tax effect of share of results of Efﬁﬁﬁﬁﬁﬁﬂﬂﬁéﬁ
associates 2RISR 3,222 3,653
Tax effect of expenses not deductible A FEF X
for tax purpose s 7% = 8,724
Tax effect of income not taxable BARTUA
for tax purpose IR E (5,973) (9,457)
Tax effect of tax losses not recognised — RHER Z%RIEJEST‘E 6,151 6,715
BB E
Effect of different tax rates of the REEETARRE
companies of the Group TRz 2 (69) 2,321
Income tax expenses FrisfiA X — 5,480
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For the year ended 31 December 2018 2 —F— \F+ = A =+—HIFZF

10.SEGMENT INFORMATION

Segment revenue represents revenue generated from external
customers. There were no inter-segment sales during the year
(2017: nil).

The accounting policies of the reportable segments are the
same as the Group’s accounting policies. Segment performance
is evaluated based on reportable segment profit, which is a
measure of segment profit. The segment profit represents the
result generated from each segment with allocation of (i) general
and administrative expenses, selling and distribution costs and
other operating expenses under the heading of other corporate
expenses; (ii) share of results of associates; (iii) interest income;
and (iv) compensation income and other sundry income under
the heading of other operating income. This is the measure
reported to the chief operating decision maker for the purposes
of resource allocation and assessment of segment performance.

For the purposes of monitoring segment performance and
allocating resources between segments, all assets are allocated
to reportable segments other than corporate assets.

In a manner consistent with the way in which information is
reported internally to chief operating decision maker for the
purposes of resources allocation and performance assessment,
the Group is currently organised into the following operating
segments and geographical areas:

(a) The properties investment segment engages in rental
income from investment properties in the PRC;

(b) Natural gas segment engages in sales of natural pipelined
gases and its construction materials in the PRC; and

(c) Investment holding segment engages in investment in
associates on a geographical basis of the PRC.

10. - ZpE X

DEE I RB IR 2w o F
AL\ EBEHE (ZF—+F : §) -

AEmomeE uﬂEAZMEﬂZIS%Z@
SRR o "*B?%EEJHETF“*
| E’Jr%ZT o> &Pt A 2 AF h 5T
ity o 2 8B4 A bﬂ“*ﬁﬁﬁ%i ol VES
() — MR RITHFX ~ HE K #HKA
MEMARAX T2 HMEERS
(i) A B 2 R A 2 R A4E ¢ (i) BB R
A R (iv) B g BT 2 BRERA
&ﬁﬁﬂ*’&lﬁl&k c KT EHATAE
LEARARERE URERDOEN
’“*Bﬁiﬁpﬂﬁﬁﬁf’ﬁtﬂﬁim °

Eﬁ%%ﬁﬁﬁ%ﬁ&”*ﬁ?ﬁ o AL &R
s BEED E2HOEL (BF
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10. 7 ER @

UTITERBE-_ZT—\EER-_F—+
FH_A=t—HBILFEAEERE

10.SEGMENT INFORMATION (continued)

The following is an analysis of the Group’s revenue and results
by operating segment for the years ended 31 December 2018

and 2017:

B B8 D 2 ek MERAE 2 DT

For the year ended 31 December 2018
BE-Z-\F+-A=t+-HLEE

Properties Investment
investment  Natural gas holding  Unallocated Total
MERE AR REER AOE Fak ]
HK$’000 HK$°000 HK$’000 HK$’000 HK$°000
TR THER TR TR THER
Segment revenue 2B
From external customers REIMIRP 1,731 54,451 — — 56,182
Segment profit 2R 1,327 537 — - 1,864
Interest income ISYON 2 2,065 — — 2,067
Other operating income, net Hi & @R AT 48 — 36,000 200 36,248
Share of results of associates BB E AR EE - — (19,525) — (19,525)
Other corporate expenses HipdEHT (1,586) (3,463) (8,708) (2,084) (15,841)
(Loss)/Profit from operations T (FR) /85 (209) (861) 7,767 (1,884) 4,813
Finance costs SRR - — - (25,000) (25,000
(Loss)/Profit before taxation BEAT (BR) /%A (209) (861) 7767 (26,884) (20,187)
Income tax s — — — — —
(Loss)/Profit for the year FR (BR) /&5F (209) (861) 7767 (26,884) (20,187)
Other segment information HrpHER
Amortisation i (79) — — — (79)
Depreciation e 1 (8) (13) — (22)
Segment assets DHEE 198,912 591,497 352,963 164 1,143,536
Segment liabilities AEBAE 33,721 6,884 17,293 234,000 291,898
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10. SEGMENT INFORMATION (continueq) 10. 7 ER @

For the year ended 31 December 2017
HE_ T +FT-_A=1+-HLEE

Properties Investment
investment  Natural gas holding  Unallocated Total
NERE KRR REAER vl o]
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET T FET TET
Segment revenue pak: 1
From external customers REIFRE 13,466 12,678 — — 26,144
Segment profit EET 2,447 104 — — 2,551
Interest income FLEUWA 2 21,557 — — 21,559
Other operating income, net Hit 2 EWAFE 3 354 36,000 — 36,357
Gain on disposal of a subsidiary HE—HNEAT
and associates REE DB R — — 17,358 — 17,358
Share of results of associates [EBENE 2 £E — — (22,140) — (22,140)
Other corporate expenses Hip Y (54,556) (1,462) (11,578) (1,687) (69,283)
(Loss)/Profit from operations g (B8) 87 (52,104) 20,553 19,640 (1,687) (13,598)
Finance costs AR (652) — — (25,000) (25,652)
(Loss)/Profit before taxation BBA (B518) R (52,756) 20,553 19,640 (26,687) (39,250)
Income tax sk (189) (5,291) — — (5,480)
(Loss)/Profit for the year £ (H8B) /&7 (52,945) 15,262 19,640 (26,687) (44,730)
Other segment information Hit D HER
Impairment loss recognised in HEERRZ
respect of inventories REEE — (54) — — (54)
Impairment loss on goodwil BHERESR (52,791) — — — (52,791)
Amortisation &y (77) — - — (77)
Depreciation ik 2 (4) (13) — (19)
Segment assets DBEE 218,692 638,035 386,884 222 1,243,833
Segment liabilities AEEE 45,863 6,163 17,988 250,000 320,014
FEEEZREFRAT

—E-N\FER
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For the year ended 31 December 2018 {2 —E—/\F+_-A=+—HILFZ

10. SEGMENT INFORMATION (continued) 10. 2 BRE ¥ )
INFORMATION ABOUT MAJOR CUSTOMERS TEEFZEH
For the year ended 31 December 2018, the Group had two HE_ZT—-)\F+_A=+—HILHF
(2017: four) transactions with external customers which B ASBEME (ZE—+F: 1
individually contributed to 10% more of the Group total revenue. H) INBEPEITR S - FRIEAEE

BUZE10% DAk

11.LOSS PER SHARE M. BREE

The calculation of the basic and diluted loss per share RKARHEEANEBEESREAREEE

attributable to owners of the Company is based on the following BTRE T8RS -

data:

(A) BASIC LOSS PER SHARE (A) GREZLEE
The calculation of basic loss per share amount is based on ERERNEBIRBEARAQRRE
the net loss for the year of approximately HK$20,088,000 =R AABLEFAEBEEFED
(2017: net loss of HK$44,700,000) attributable to equity 20,088,000/ 7L (—ZF —t4F :
holders of the Company, and weighted average of &5 18 )% ¥844,700,000% 7T) &
4,269,910,510 (2017: 4,269,910,510) ordinary shares in RERE BT BRNEFIE
issue during the year. 4,269,910,510f% (ZZF —tF :

4,269,910,510A%) 5T & -

(B) DILUTED LOSS PER SHARE (B] BIREEE IS
The Group had no potential dilutive ordinary shares in REBEE-_ZT-—N\FER-_T—LF

issue during the year ended 31 December 2018 and 2017. +-A=+—HILFE  A&H
R 2 BT B E I EAR
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For the year ended 31 December 2018 #2 —F—/\F+_-A=+—HILF)Z

12.INVESTMENT PROPERTIES 12. R &Y%

2018 2017

—E-N\F —E—tF

HK$’000 HK$'000

THET FET

At 1 January n—A—H 65,439 61,122

Exchange alignment b 5 B (2,816) 4,317

At 31 December R+=—HA=+—H 62,623 65,439
Comprise of: BIE

Completed B%T 62,623 65,439

As at 31 December 2018, all the investment properties are R-ZE-NF+-_A=+—H" A

located and leased in the PRC held under medium-term lease. FE Y FE A B N R P B AR 4 AR

HIHERS -

> {m
(A) VALUATION PROCESSES OF THE GROUP (A) AEE 21 ERES

The Group measures its investment properties at fair AEBRATEFEERED
value. The fair value of the Group’s investment properties ¥ AEBEREMENATFER
has been determined on the basis of valuation carried BHBYEXSERGEMFIR
out by Sino-Infinite Appraisal Limited (“Sino-Infinite”), an FHEERAR (TR E1TZ
independent and professionally qualified valuer. HEEE o

Discussions of valuation processes and results are held EREMMYEMENEREL
between the management and the valuer at least once - RAERRFRER - BAE
every six months, in line with the Group’s interim and B i) HA K T s B ERAEAT o

annual reporting dates.

EEREEERAT
B
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For the year ended 31 December 2018 {2 —E—/\F+_-A=+—HILFZ

12. INVESTMENT PROPERTIES (coninued) 12. REWZF =
(B) VALUATION TECHNIQUES (B] 141675 %

Valuations were based on direct comparison approach, HEDRAEELEEET &
which is adopted assuming sales of these properties in BZEMESAERRAARSE
its existing state with the benefit of vacant possession. By B - K2EFUEMBNEER
making reference to sales transactions as available in the 5 EEIMENRELRY
relevant market, comparable properties in close proximity EUHUERMERESTAEZN
have been selected and adjustments have been made to ZEELFAE -

account for the difference in factors such as location and
property size.

(C] INFORMATION ABOUT FAIR VALUE (C) BEEHEZERT &
MEASUREMENTS USING SIGNIFICANT g A IE F 192\ -FEE
UNOBSERVABLE INPUTS (LEVEL 3) B (F=8) 1EH

Fair value
ATE
Investment properties 2018 2017  Fair value Valuation Significant
held by the Group ZE-\F  ZEtF hierarchy techniques unobservable inputs Sensitivity
KREAE HK$'000  HK$000 AFHE EPNIE
R&EM* TR TELT  E# HESE BAER YRE

At 31 December 2018

Investment properties 62,623 65,439  Level3 Direct Market price from The higher market price,
— industrial building F=R comparison RMB4,600/m? to the higher fair value,
approach RMB5,100/m? and vice versa
(2017: RMB4,400/m?
R-Z-\E+-B=1-H RMBS,100/m?)
RanE BB TEARETHK mEES
- T¥7F AR¥4,600 72 AVHEER
YA KARES5,100 7T K2R
(ZB—tF  B¥HK
ARB4400TEHTAK
AR#5,1007T)
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For the year ended 31 December 2018 #2 —F—/\F+_-A=+—HILF)Z

12.INVESTMENT PROPERTIES (continued) 12. 1REWZE =
(D) THE FOLLOWING AMOUNTS HAVE BEEN (D] TH&EEE R G R
RECOGNISED IN THE CONSOLIDATED é?ﬁ b2 EH W 75 75 T
STATEMENT OF PROFIT OR LOSS AND i

OTHER COMPREHENSIVE INCOME:

For the year ended
31 December

BE+t-A=T—-HLEE

2018 2017
—E-N\F —T—+F
HK$’000 HK$'000
FHEx FHTT
Gross rental income from investment RAKEME ZHE
properties N L 1,055 12,978
Less: Direct operating expenses from & : FRELBESWAZ
investment properties that REMEZ HZ
generated rental income KR
during the year (403) (11,019)
The future aggregate minimum rental receivables under BIBETAIBEELE A EN R RRIERE
non-cancellable operating leases are as follows: Wie@sEmT
For the year ended
31 December
BE+-A=+—-HLEE
2018 2017
—E-N\F —T—+F
HK$’000 HK$'000
FHEx FHTT
No later than 1 year —&FR 1,319 990
Later than 1 year and no later than —FRERFA
5 years 761 756
Later than 5 years A& = —
2,080 1,746
During the year ended 31 December 2018, the investment HE-_ZE-N\FEt+-A=1+—81%F
properties are all located in the PRC and have lease B REMEHMLNPE - BHEBLD
periods less than 5 years (2017: 5 years). MEE (ZFE—+%F :55F) o
FEERRERRAT

Er v
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For the year ended 31 December 2018 {2 —E—/\F+_-A=+—HILFZ

13. PROPERTY, PLANT AND EQUIPMENT 13.¥1% - BMERRE

Furniture
Construction- Plantand  Leasehold Office Motor and
in-progress Pipelines Building ~ machinery improvements  equipment vehicles fixtures Total

RRIR BE B HRREE RENRRE  BOERR AE  BARRE &3t
HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000 HK$000
TEL T TER TiEn TERL TiEn TERL TEL TERn

Cost A
At 1 January 2017 R=E—tF-A-A 8857 107 3435 4868 204 923 480 49% 19,370
Additions HE - - - - - 40 - - 4
Disposal of asubsiiary ~ (HE-FHEAA - - — — - (330) - (168) (498)
Acouisition of a subsidiary ~ WE—FEHBAA 121723 - - - - B - — 127761
Exchange alignments EiEE 5 - - - - bl - 1 4
At31December 017and  RZE-+E+ZA=1-A

1 January 2018 R=F-\&-A-A 136,585 107 3435 4,868 204 698 480 339 146,716
Disposal i - - - - - - (407) — (407)
Exchange alignments EH AR (5.499) - - - - () - — (5,505)
At 31 December 2018 RZE-N§tZB=1-H 131,086 107 3,435 4,868 204 692 73 339 140,804
Accumulated depreciation ~ ZiHTERHE

and impairment
At 1 January 2017 RZE-tF-A-H 8783 107 3435 4,868 165 908 480 480 19,226
Charge for the year TEEH - - - - 13 6 - - 19
Disposal of asubsidiary (K &E—FEHELA - - - — - (330) - (168) (498)
Acquisition of a subsidiary ~ YE—FEHELA - - - — - % - — 3%
Exchange alignments ExAE - - - - - 3 - 2 60
At31December 017and  WZF—-+F+ZA=1-A

1 January 2018 k=%-\E-A-H 8783 107 3435 4868 178 653 480 339 18,843
Charge for the year REEZH - - - - 13 9 - - 2
Disposal e - - - — - - (407) - (407)
Bxchange alignments EiAE - - - - - &) - — )
At 31 December 2018 RZE-NF+ZA=1-A 8,783 107 3,435 4,868 191 659 73 339 18,455
Carrying amounts EE
At 31 December 2018 RZE-NEtZR=t1-H 122,303 - - - 13 3 - - 122,349
At31 December 2017 RIFEETZA=T-A 107802 - - - % 45 - - 127,873
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For the year ended 31 December 2018 2 —F— \F+ = A =+—HIFZF

13.

14.

PROPERTY, PLANT AND EQUIPMENT

(Continued)

The above items of property, plant and equipment are
depreciated on a straight-line basis at the following rates per

annum:

Pipelines 3'5%

Building 2 - 33'/3% or over the lease term,
if shorter

Plant and machinery 10 - 20%

Leasehold improvements Over the lease term

Office equipment 10 - 20%

Motor vehicles 10 - 20%

Furniture and fixtures 10 - 20%

The carrying value of land under construction-in-progress was
held under medium-term lease on the PRC.

Certain properties construction in progress were pledged
in favour of a PRC trust company to secure the payment
obligation of an independent third party in the sum of
approximately HK$91,088,000 (2017: $95,184,000) (equivalent
to RMB80,000,000 (2017: RMB80,000,000)) granted by the
PRC trust company in favour of the independent third party. The
carrying amount of the pledged properties were approximately
HK$122,227,000 (2017: HK$127,723,000) as at 31 December
2018.

LAND USE RIGHTS

13. 1% - BMERRE =)

EdWE - BEEREHEBRATF

RIAHGREEYTE -

BiE 31/3%

=S 2 - 331/, % SR FHHA
(ABSEE A%E)

B M i 23 10 - 20%

MEWHERE  1RHEE

I NEE Y 10 - 20%

B 10 - 20%

ERREE 10 - 20%

ERIRT i REER/RNTBZRF

HIHARAE -

FETERYERERT —RFHBERE

ERA ER—

BEILE=THZ

PEEAEARRTZBILE=H
A 2 4991,088,000%8 7t (=& — £
F : 95,184,000 L) (HER AR
80,000,0007C (ZFE—+tF: AR
80,000,0007T)) ERMENE FAIHE
Re-RZT—\F+ZA=+—H ' &
Y ERBREEL) & 122,227,000 8 7T
(ZZ—+4 : 127,723,000/ 7T)

14, t Hb {F F#E

2018 2017
—E-—NEF —EB—+F
HK$’000 HK$'000
FExT FETT
At 1 January R—A—H 1,935 1,881
Exchange alignment b 54 (82) 131
Amortisation By (79) (77)
At 31 December R+=—HA=+—H 1,774 1,935

Land use rights comprise cost of acquiring rights to use certain
land, which are principally located in the PRC, for investment
properties over fixed periods.

THERERERESENER T ZEN
R BEEE T AR - AR EE H

EEITYRIRE -

TEREZREARLTF
—E-N\FER
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For the year ended 31 December 2018 {2 —E—/\F+_-A=+—HILFZ

15. GOODWILL

15. &

2018 2017
—E-N\F —E—+F
HK$°000 HK$'000
FE T FAT
Cost 5%
At 1 January n—HA—H 79,909 76,426
Exchange alignment HE 5, 5 B — 3,483
At 31 December Rt+=A=+—8 79,909 79,909
Accumulated impairment losses ZitREEBR
At 1 January n—HA—H 79,909 27,118
Impairment loss recognised FARR 2 BEEE
in the year (note) (FF5E) — 52,791
At 31 December W+—RA=+—8 79,909 79,909
Carrying amounts BREE
At 31 December R+ZA=+—H — —

For the purpose of impairment testing, goodwill is allocated
to the cash-generating unit (“CGU”) under the properties
investment segment.

As at 31 December 2017, the recoverable amounts of the CGU
have been determined from value-in-use calculation. During
the year ended 31 December 2017, due to the change in
government policy published by the Ministry of Environment
Protection, the port of Tianjin will strictly control road coal inflow
to reduce pollution emission from diesel vehicle. By end of
September 2017, all transfer ports in Hebei province, China, will
be banned from taking coal transported by trucks via road and
can only receive coal from railway. Tianjin Jun Hua Logistics
Company Limited received certain letters of intent for provision
of coal storage rental services through its investment properties
located in no. 34 Di Ba Da Jie, Development Area, Tianjin
City, the PRC. Being affected by the change in government
policy, all the letters of intent have been revoked. Based on the
impairment assessment review, an impairment loss of goodwill
of approximately HK$52,791,000 was recognised in the
consolidated statement of profit or loss for the year ended 31
December 2017.
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/ ~
16.INTANGIBLE ASSET 16. BL & E
Concession agreement
SRR R
2018 2017
—E-N\F —E—+tF
HK$°000 HK$'000
FET FBT
Cost 5%
At 1 January n—H—H = 170,285
Written off i ss — (170,285)
At 31 December B+=—A=+—H — —
Accumulated amortisation and @ HERRE
impairment
At 1 January n—H—H = 170,285
Reversal of impairment AR — (170,285)
At 31 December R+=ZA=+—H — —
The intangible asset has been fully written off during the year EBREEERBZE_Z—tF+=A
ended 31 December 2017. =+—RHIEFEREME -
FEERRERRAT

s nEEH 199
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For the year ended 31 December 2018 {2 —E—/\F+_-A=+—HILFZ

17.INTERESTS IN ASSOCIATES

17. REFE QB 2 fE s

2018 2017

—E-N\F —T—+F

HK$’000 HK$'000

FHEx FHTT

At 1 January n—A—H 350,275 342,799

Share of post-acquisition (loss)/profit of — FE{GHEE A FUEER

associates (E18) /#75 (19,525) (22,140)
Share of post-acquisition reserves of FEAGEE QR IB R

associates (14,294) 29,616

At 31 December W+——A=+—H 316,456 350,275

As at 31 December 2018 and 2017, the Group’s interests in
associates represent 40% equity interests in Forward Investment

(PRC) Company Limited and its subsidiaries (“Forward

Investment”).

Details of Forward Investment are as follows:

(i)

On 27 September 2012, Keen Gate Developments
Limited, a wholly-owned subsidiary of the Company,
entered into a subscription agreement to subscribe the
approximately 40% equity interests in Forward Investment
(the “Subscription”). The Subscription was completed on
10 December 2012.

Pursuant to the subscription agreement, Mr. Ye De Chao,
an executive director of the Company and the original
beneficial owner of Forward Investment (collectively
referred to as the “Guarantors”) jointly and severally
guaranteed the dividend income distributed by Forward
Investment to the Group. The Guarantors will provide
compensation income to the Group if the dividend income
from Forward Investment is lower than HK$36,000,000
(12% of the consideration of the Subscription) per annum.
The guarantee will be valid from the completion date (10
December 2012) of the Subscription and up to the Group
ceases to be a shareholder of Forward Investment. During
the year, the compensation income of approximately
HK$36,000,000 (2017: HK$36,000,000) was recognised in
the consolidated statement of profit or loss.
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RZE—-N\FERZFE—tF+ZA
=t+t—H AEERBEAT 2R
EREMIEE (PRH) BRAE REM
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For the year ended 31 December 2018 #2 —F—/\F+_-A=+—HILF)Z

17.INTERESTS IN ASSOCIATES (continued) 17. REE R T 2% )

(i) Summary of financial information of Forward Investment is (i) FTHEREZHBHERBEZ 0T

as follows:

2018 2017

—2-N\F It S

HK$°000 HK$'000

THET FET

Total assets BEMRE 1,120,704 1,122,539

Total liabilities BfERsE (329,565) (246,852)

Net assets BEFE 791,139 875,687

Group’s share of net assets of associates A& B fE{GHE & A A)
BEFE 316,456 350,275

For the year ended
31 December

BE+t-A=+—-HLEE

2018 2017
—®—N\F —z—tf
HK$’000 HK$'000
FHEx FHTT
Total revenue i 4,807 5,628
Loss for the year FREE (48,813) (55,351)
Group's share of results of associates AEEELEE N RS (19,525) (22,140)
Group’s share of reserves REBE AL FE (14,294) 29,616
FEERRERRAT

Er v )



Notes to the Consolidated Financial Statements
e AR IR M

For the year ended 31 December 2018 {2 —E—/\F+_-A=+—HILFZ

17.INTERESTS IN ASSOCIATES (continued) 17. REEE R B 2% )

(iii) At 31 December 2018 and 2017, Forward Investment had (i) RZEBE-—NFRZF—LF+=
the following subsidiaries: A=+—8 TMEREHRBUT
MEAT :
Place of
incorporation and Attributable equity
principal place Registered and interest held
Name of operation paid up capital by the Group Principal activities
EMAR LR MR rE@RE
£ TEEEHY BARA BREZ A TEEH
2018 2017
—E-N\E —T—+F
Forward Investment (PRC) Hong Kong HK$27,339,422 40% 40%  Investment holding
Company Limited B 27,339,422 75 7T REER
ZMEE (RE) BRAF
Nanjing Taihe Yingke Property The PRC RMB260,000,000¢ 40% 40% Property development and
Company Limited* H RMB255,366,619° property investment
BARENRNEZERAA AR # 260,000,000 7 ¢ NERERNFRE
AR 255,366,619 7L°
* For identification purposes only i fEHtER
# Registered capital ! R E A
b Paid up capital b BERmA
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For the year ended 31 December 2018 #2 —F—/\F+_-A=+—HILF)Z

18. RKi B~ B 2 %

TRIEAEEZ TEHMERR] © Bk

18.INTERESTS IN SUBSIDIARIES

The following list contains the principal subsidiaries of the

Group. The class of shares held is ordinary unless otherwise SHEHBAEIN RO 2B AE
stated. e
Particulars of
issued and Proportion of
Place of paid up capital/ effective interest
Name of subsidiary incorporation registered capital held by the Group Principal activities
BRARBHERE/ REERE
WELRER BalzAe ERBAFE BRRR 2 Ih TEEH
2018 2017
ZE-\E EtF
Directly Indirectly Directly Indirectly
E# 3 E# il
Prospect Sync Holdings Limited The British 1 share of US$1 100% — 100% —  Investment holding
Virgin Islands 1REE1ZT2 R REHER
(the “BVI")
RERXEES
(IEBRRES))
Honesty Services Limited Hong Kong 1 share of HK$1 100% — 100% —  Holding of
BERKERAR % 1REE 1A T2 RS motor vehicles
BAAE
Honesty Treasure Limited Hong Kong 2 shares of 50% 50% 50% 50% Provision of
BERRERAT A HK$1 each management
2EBREE BT services
IR RAERRS
Success Take Limited The BVI 1 share of US$1 100% - 100% —  Investment holding
RERTHES 1REE ET2 R REBR
City Vision Investments Limited Hong Kong 1 share of HK$1 - 100% — 100%  Investment holding
BREEARAT R 1REE BT RR REAR
Ampleline Holdings Limited The BVI 1 share of US$1 100% - 100% —  Investment holding
RERTHES 1REE ZT2 R REBR
FEEZRERRDF

—E-N\FER
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For the year ended 31 December 2018 #Z =%

—NFFTZA=+—HIFFE

18.INTERESTS IN SUBSIDIARIES (continued)

18. R B A B 2 = )

Particulars of
issued and Proportion of
Place of paid up capital/ effective interest
Name of subsidiary incorporation registered capital held by the Group Principal activities
BRTREARE/ FEERE
WEARER EMERLHH ERBARFE BRER2ILA TEXRK
2018 2017
“E-N\% EtE
Directly Indirectly Directly Indirectly
Hi 3 Ef i
Sun On Chung King Hong Kong 1 share of HK$1 - 100% — 100% Investment holding
(Hong Kong) Limited A 1REE 1 AT RN RARR
Mzmy (F8) BRAT
Xinan Zhongjing Gas The PRC RMB10,000,000 - 90% — 90%  Natural gas
Company Limited” (note (ii)) HE AR 10,000,000 construction
HERRRRERAT (i) projects
AARRRER
Xinan Shengjie Gas The PRC RMB30,000,000% — 100% — 100%  Natural gas
Company Limited* (note (iv)) HE RMB8,000,000° construction
HRBERIRRARRE (ML (V) ARH30,000,0007 projects
ARH6,000,0007° RARRRES
Keen Gate Developments Limited ~ The BV 1 share of US$1 100% — 100% —  Investment holding
EBRELHE 1REE X R REAR
Nanjing Taihe Natural Gas The PRC RMB40,000,000% - 100% — 100%  Trading of
Accessory Engineering Company AR 40,000,000 7 construction
Limited* (note (ii)) materials
ARRNARRRETRERAR RENHES
GiE(0)
Gangning Investment Company The PRC RMB185,000,000% - 100% — 100%  Investment holding
Limited* (note (ii)) AR 185,000,007 % RARR
BEREARNA (W (i) HE
Tianjin Jun Hua Logistics Company ~ The PRC RMB109,984,948% — 51% — 51%  Property investment
Limited* (note (i) HE AR 100,984 948 T NERE
REEENRARRR (M (i)
Tianjin Hui Li Yuan Power Equipment  The PRC RMBA,886,027¢ - 60% — 60%  Property investment
Company Limited" (note (i) HE AR 4,886,027 T NERE

REENFSNREERLR (i)
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For the year ended 31 December 2018 #2 —F—/\F+_-A=+—HILF)Z

18.INTERESTS IN SUBSIDIARIES (continvesy 18 A 22 Bl 2 #E %% ()

Notes: BfsE -
() Registered under the laws of the PRC as wholly owned foreign ()  BEPEDEETMAINEEERE -
enterprise.
(i) Registered under the laws of the PRC as domestic enterprise. (i) IBEPBEEIMARNEDLE -
(i)  Registered under the laws of the PRC as one person limited iy REPEEZEIMAE—ATRETA
liability enterprise. Al e
(iv)  The Group does not have any material non-controlling interests as vy RZE—N\FERZF—tF+=A
at 31 December 2018 and 2017. =t—B AEEHEEFEAEA
FEPEAR IR R M A o
* For identification purposes only . EHH7
# Registered capital # &N
o Paid up capital b B EIRA
19.INVENTORIES 19. 7
2018 2017
—E-N\F —E—+F
HK$°000 HK$'000
FET FET
Construction materials EEME 54 54
Written off i (54) —
Less: Impairment loss recognised - EHERRIEER = (54)

fth
&

3 7 Bk

20. TRADE AND OTHER RECEIVABLES, 20. ¥ =

DEPOSITS AND PREPAYMENT

N\

kps
St

54
54

o

S B
s
i3

2018 2017

S —E—tF

Notes HK$’000 HK$'000

FiFE FEx FHET

Trade debtors FEUNE Z BRI (a) 775 13,406
Other receivables, deposits E b EUGRIA -

and prepayment Ee RTENFKIA (b) 86,445 47,985

87,220 61,391

FEERREERAT

—s—nzeg 4]
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For the year ended 31 December 2018 {2 —E—/\F+_-A=+—HILFZ

20. TRADE AND OTHER RECEIVABLES,
DEPOSITS AND PREPAYMENT (continued)

[A] TRADE RECEIVABLES

(A) FEKE S RRK

2018 2017
—E-N\F —T—+F
HK$’000 HK$'000
FHET FHET
Trade debtors W E 5 8RR 775 13,406
Less: Impairment loss recognised in B BLEWE SRR
respect of trade debtors R IEEE — —
Trade debtors, net FEWE B ERTFRR 775 13,406
Movement of impairment loss recognised in respect of HERE FERER ZNESESE
trade receivables is shown as follows: FIREAT -
2018 2017
=y SV T
HK$°000 HK$'000
FHET FHET
At 1 January n—H—H — 30
Impairment loss recognised ERRBERE — —
At 31 December m+=—A=+—8 — 30
Notes: PiEE

(i) The Group generally allowed an average credit period due

within 30 days to its trade debtors.

(ii) In determining the recoverability of trade receivables, the
Group considers any change in the credit quality of the
trade debtors from the date credit was initially granted up
to the end of the reporting period. All the trade debtors are

due within 30 days or on demand.
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20. TRADE AND OTHER RECEIVABLES, : R & i
DEPOSITS AND PREPAYMENT (continued) WFHIE RERFAMNK

(A] TRADE RECEIVABLES (continued)

Ageing analysis of trade debtors is as follows:

(A) B E Z IR (#)

FEWE SRR BREC AT INT

2018 2017

—E-N\F —T—+fF

HK$°000 HK$'000

FE T FAT

Due within 30 days or on demand 30 AR EEASIZ E K 666 —
Due within 31-60 days 31 BE60 BNEIE — —
Due within 61-90 days 61 BZ 90 HNEIER — —
Due over 90 days B3R 90 H 2| A 109 13,406
775 13,406

(B) OTHER RECEIVABLES, DEPOSITS AND

(B) AftfEWHIE -« 22K

PREPAYMENT AN FHE
2018 2017
—E-N\F —E—+F
HK$°000 HK$'000
FHET FAT
Other receivables, deposits and HAbEUGRIA « &d
prepayment MIERFIE 86,445 47,985
Less: Impairment loss recognised B BRERBEREE — —
Other receivables, deposits and HibEWHIE iR Rk
prepayment, net TR RIEF 86,445 47,985
FEERREERAT

—E-N\FER
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e AR IR M

For the year ended 31 December 2018 {2 —E—/\F+_-A=+—HILFZ

20.TRADE AND OTHER RECEIVABLES,
DEPOSITS AND PREPAYMENT (continued)

(B] OTHER RECEIVABLES, DEPOSITS AND
PREPAYMENT (cContinued)

Notes:

()

(iii)

(iv)

CHINAINFRASTRUC
Annual Report 2018

At 31 December 2018, compensation income receivable of
approximately HK$36,000,000 (2017: HK$36,000,000) was
included in other receivables, deposits and prepayment,
details of which has been set out in note 17.

At 31 December 2018, amount due from non-controlling
interest of a subsidiary of approximately HK$ nil (2017:
HK$6,103,000) was included in other receivables, deposits
and prepayment. The amount is unsecured, interest free
and has no fixed term of repayment.

At 31 December 2018, deposit of approximately
HK$34,158,000 (2017: HK$nil) (equivalent to
RMB30,000,000 (2017: RMB nil)) was pledged as security
for the loan facilities as set out in note 24. The deposit will
be released upon the settlement of loan and expiration of
loan facilities.

The directors of the Company consider that the carrying
amounts of other receivables, deposits and prepayment
approximate to its fair values.

TURE INVESTMENT LIMITED

20 ENE SIRAREME
%ﬂﬁ~ﬁ$&ﬁﬁ%
(%)

(B) BbfEIFIE » 52K
FE1TF0IE ()

it

(i)

(ii)

(iif)

(iv)

RZE—N\F+ZRA=+—
B B W &HE K’ AL
36,000,000/ 7T (ZZF—+H4F :
36,000,000/ 7T) &t A H fh &
WskE - e RENRIE B
EE AN TR A

RZE—N\F+ZRA=+—
B - FEUET B A B FEIE AR 3R
BERBHTA L (ZT—+
16,103,000/ 7T) st AHAh
EUWGRTE - e RIEMNFE -
ZHEAERE 28 RERE
TEERE -

RZE—N\F+ZA=+—
B+ % & #734,158,000/8 JT
—E—+FTEx) (BE
R AR % 30,000,000 (=F
—+tF ARBZID)) Bk
BEREE 2R RE R
24 - IE R EEERRER

BED R -

ARABEFTR/EMEEK
B RERBAREZREE
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=4t
21.CASH AND BANK BALANCES 21. RERBITHER
2018 2017
—E-N\F T+
HK$°000 HK$'000
FET FAET

Cash and cash equivalents Re kA EED 553,114 636,920

Notes: BfsE -

() At 31 December 2018, cash and cash equivalents placed with () RZE-—N\F+ZA=+—08 ' HF=E
banks in the mainland China amounted to HK$553,016,000 (2017: RARBEAIRITHIR S KA EED
HK$636,629,000). Remittance of funds out of mainland China is #$553,016,000/& 7T (=& —t 4 :
subject to the relevant rules and regulations of foreign exchange 636,629,000 7T) © B B A E H
control promulgated by the PRC government. & /BT RBTEMIINES

B ARRE R A SRR -

(i)~ Bank balances earn interests at floating rate and fixed rate, and (i SROTEHIRFHREEFIESL - &
are placed and deposited with creditworthy banks with no recent FRIETEE TS E EEEEY
history of default. ERIT 0

oy e
22. ASSETS CLASSIFIED AS HELD FOR 22. RS FEHEEE
SALE
2018 2017
—E-N\F —E—+F
HK$°000 HK$'000
THET FAT

Assets: BE:

Interests in associates NN £y — 276,326

Financial asset at fair value through AT EFABREE

profit or loss ZEREE — 7,350

Disposal of associates HEBE AT — (283,676)

FEERRERRAT

B
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22.ASSETS CLASSIFIED AS HELD FOR

SALE (Continued)

On 20 March 2013, the Company announced the decision of
its board of directors to dispose of Beijing Zhonggang Green
Energy Investment Consulting Co., Ltd. (the “Intermediate
Holding Company”) and its subsidiaries. The disposal was due
to be completed on 30 September 2014. As at 31 December
2013, final negotiations for the sale were in progress and
Intermediate Holding Company and its subsidiaries were
classified as a disposal group held for sale.

During the year ended 31 December 2014 and 31 December
2015, the Company had entered into the second and third
supplemental agreement to extend the expected completion
date of the disposal of the Intermediate Holding Company
and its subsidiaries to 31 March 2015 and 31 December 2015
respectively.

The disposal was completed on 28 June 2017. Details of the
disposal are set out in note 34.
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2. DA EHEEE »

RZTE—=F=A-+H ARFAE
MEESREHEIL RPBLAERE
BRHBRAR ([FEZEERAR]D K
HfB AR - hWEZZKEMR-F
—HAFAA=THR - R-_T—=

TZR=1—H8 ABRLEzZRRE&H
BIEEETM AR EZER AR R EWNE
RARIDBERFBERE ZHEER -

HE-_Z-mWFE+-_A=+—HAEK=
E-—RAF+-_A=+—HIEFE &«
RAFINEZRE=ZNHTRZE B
HEPEZERAFRENBARZE
HEXKBHORTEHE-—_T—AF
=A=+—BER=ZZE—HE+=A
=+t—H-

HEER-T—EFRNA-F+N\HZE
X o SR E 2 FFIBHINMIES4 ©
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23.TRADE AND OTHER PAYABLES

23. FE {4 5 5 BR 3K R 5L

I8

2018 2017

—E-N\F —F—tF

Notes HK$°000 HK$'000

FiEE FBx FHET

Trade creditors FERE ZIRN (a) 13,153 12,749

Contract liabilities aHaE (b) 349 354

Accruals and other payables FERT B R EMEN A (c) 19,130 29,707
Amounts due to substantial FE = E AR AR R 8

shareholder (d) 11,534 12,850

44,166 55,660

Notes:

(a)  Ageing analysis of trade creditors is as follows:

i

(a)

e E SRR ZREDTIT

2018 2017

—EB-N\F —E+F

HK$°000 HK$'000

FET FHT

Due within 30 days or on demand 30 HREIHgkiz sk — —
Due within 31 to 60 days 31 HZE 60 HAZIE = —
Due within 61 to 90 days 61 HZ=90 HAZIH] = —
Due over 90 days B3B3 90 A EIHY 13,153 12,749
13,153 12,749

(b)  As a result of adoption of HKFRS 15, receipts in advance is
included in contract liabilities.

(c)  The directors of the Company consider that the carrying amounts
of trade and other payables approximate to its fair values.

(d) At 31 December 2018 and 2017, amounts due to substantial
shareholder was unsecured, non-interest bearing and have no
fixed terms of repayments.

BT BU RS ERIF 1555 -
BRI ASIE AR KRR -

ARREERRENE SRR HAM
FENFUR BREEREAFERE -

RIE-NFR-_ZT—tF+_A
=t—B BENEEEREERIER
R - 2B NEREEERS -

TEREZREARLTF
—E-N\FER
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For the year ended 31 December 2018 {2 —E—/\F+_-A=+—HILFZ

24.INTEREST-BEARING BORROWINGS

24. 3t BB E

2018 2017
—EB-N\F —T—tF
HK$°000 HK$'000
FET FHTT
Borrowings BE 234,000 250,000
Secured B 234,000 250,000
Unsecured A = —
234,000 250,000
2018 2017
—E-N\F —T—+tF
HK$’000 HK$'000
FHET FiIT
Scheduled repayment terms of secured B AR EREEETH
borrowings contain a repayment on EERMEEMNEERE
demand clause (shown under (RRBBEETIIR) :
current liabilities):
— Within one year ——FR 234,000 250,000
— In more than one year but not — BB —FED
more than two years FEIBRF — —
— In more than two years but not — BEAmFEELS
more than five years iR F — —
234,000 250,000
Less: On demand or amount due within 3 : 2 BKEERE
one year shown under current AEMR—F
liabilities NEIER S5 (234,000) (250,000)

Amount shown under non-current liabilities 3ERENR BT RS EE

At 31 December 2018 and 2017, the borrowings were supported
by corporate guarantee of certain related companies, pledged

deposit and personal guarantee by a director of the Company.

At 31 December 2018, the secured borrowings are interest

bearing at 10% (2017: 10%) per annum.

At 31 December 2018, none of the covenants relating to drawn
down facilities had been breached (2017: none).

CHINA INFRASTRUCTURE INVESTMENT LIMITED
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25.DEFERRED TAX LIABILITIES

25.  EERIBEEFE

Investment

properties

REWME

HK$'000

FAET

At 1 January 2017 RZZE—+F—H—H 7,884

Exchange alignment BEE i, S EE 557
At 31 December 2017 and RZE—+F+=R=1+—H

1 January 2018 M=F—)\F—H—H 8,441

Exchange alignment B 5 A (363)

At 31 December 2018 R=B-NF+=A=+—-H 8,078

At the end of the reporting period, the Group has unused tax
losses of approximately HK$19,722,000 (2017: HK$19,722,000)
available for offset against future profits that may be carried

forward indefinitely. No deferred tax asset has been recognised

in respect of the tax losses due to the unpredictability of future

profit streams.

26.EMPLOYEE RETIREMENT BENEFITS

(a)

The Group operates a Mandatory Provident Fund Scheme
(the “MPF scheme”) under the Hong Kong Mandatory
Provident Fund Schemes Ordinance for employees
employed under the jurisdiction of the Hong Kong
Employment Ordinance. The MPF scheme is a defined
contribution retirement plan administered by independent
trustees. Under the MPF scheme, the employer and its
employees are each required to make contributions to the
plan at 5% of the employees’ relevant income, subject
to a cap of monthly relevant income of HK$30,000.
Contributions to the plan vest immediately.

Pursuant to the relevant labour rules and regulations in
the PRC, the Group participates in defined contribution
retirement benefit schemes (the “Schemes”) organised
by the relevant local government authorities, whereby the
Group is required to make contributions to the Schemes at
a rate ranging from 5% of the eligible employees’ salaries.
The local government authorities are responsible for the
entire pension obligations payable to retired employees
which are calculated based on a certain percentage of the
basic payroll.

RBEEAR - AEEHREBATERBE
&7 A # 8H R AR s B R B) AR B IE S
B #919,722,0008 L (=T — 4 :
19,722,000 7T) © AR AETEAIAR K

it F -

DR 1t I 48 51 35 78 5 98 B AR

EFRIREE -

26. EERIKEF

(a)

REBREEBRFIMABE S
ENHEBI AR BB RBIZD 2 5%
EERTIERZES  K&—
HESIMAESEE ([RESE
2] - BB EFTE T ARBIL T
ANBR 2 RAERFERETE - 1R
BaESE EXRHEEES
BEKZEBMHBAUYA Z5% MR
ZEHMR - §AEERKRA LR
430,000 7T 5T 8| KENR 55
Eo

RIE T BIAERE 55 TR A ROAM
REE 2 Em AR T TR
a2 REHFOR KB E S
(T%FHE)) - T\t - AEEZA
REEREEH EZ5%E 2L
KRAZFFTEIEL R - K
FHEREEEMENDENES
ZEREEE  EREAFEZ
ETBEOHLEE -

TEREZREARLTF
—E-N\FER
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For the year ended 31 December 2018 {2 —E—/\F+_-A=+—HILFZ

27.CAPITAL AND RESERVES

[A) SHARE CAPITAL

27. AR 16
(A) R

Number of shares

Nominal value

RHOEE HE
2018 2017 2018 2017
—2-\F “FT-tF —B-N\F T LF
’000 '000 HK$’000 HK$'000
TR T FTHER FAT
Authorised: EE
Ordinary shares of HK$0.05 each ~ ERHEE0.05/87C
ZEBE 10,000,000 10,000,000 500,000 500,000
Ordinary shares: EBER
Issued and fully paid: BEITREE
At 1 January »n—H—8 4,269,910 4,269,910 213,496 213,496
At 31 December R+=ZA=+—H 4,269,910 4,269,910 213,496 213,496

CHINA INFRASTRUCTURE INVESTMENT LIMITED
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27. BRA R @ =

[B] EXEH#

27.CAPITAL AND RESERVES (continueq)

(B] CAPITAL MANAGEMENT

The Group manages its capital to ensure that entities RAEEZEAEEE EBRRAS
within the Group will be able to continue as a going EHETEEEESESE - 1A
i BB B s 2 T
RmMAEZFEAAFRZS MO
e NEB®HBBEFE 2B

concern while maximising the return to stakeholders
through the optimisation of its debt and equity balance.
The Group’s overall strategy remains unchanged from

prior years.

The capital structure of the Group consist of net debt,
which includes interest-bearing borrowings net of cash
and bank balances, and equity attributable to owners
of the Company, comprising issued share capital and
reserves of the Group.

TR -

AEBZERARBRBEAEFR
(EBREHBRAT RIRITHER
BT EMEE) RARBHEAA
ElhtEn (BREASEZE#T
PR Refet i)

The gearing ratios at 31 December 2018 and 2017 were RZBE-NFRZZT—+F+=

as follows: A=+—RAZB8/LENT :
2018 2017
—EB-N\F —T—tF
HK$’000 HK$'000
FHET FiET

Interest-bearing borrowings TEEE

— current portion — mENER 234,000 250,000
Interest-bearing borrowings ATREE — —
Total debts BEAE 234,000 250,000
Less: cash and cash equivalents A BeRRSEEY (553,114) (636,920)
Net debt EEFHE (319,114) (386,920)
Equity R 781,480 850,509
Net debt to equity ratio BEFEAHERER N/A 38 A N/A “~iE
FEERRERRAT

Er vy
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28.STATEMENT OF FINANCIAL POSITION
AND RESERVES OF THE COMPANY

(A) STATEMENT OF FINANCIAL POSITION OF

28. A NEZ MR R TR
B

(A) K2\ 5] 2RIk I 7

THE COMPANY
2018 2017
—E-N\F —F—tF
HK$’000 HK$'000
TFHET FAETT
NON-CURRENT ASSETS FREBEE
Interests in subsidiaries NN P 914,381 066,448
CURRENT ASSETS REEE
Other receivables, deposits and HAbpelEos
prepayment e RIBRNFRIE 494 494
Cash and bank balances H& MIRTTE 8 13 155
507 649
CURRENT LIABILITIES RBAE
Trade and other payables JETE SRR R EAth
e 308 (16,814) (17,509)
Interest-bearing borrowing FTEMER (234,000) (250,000)
(250,814) (267,509)
NET CURRENT LIABILITIES REBEEEHE (250,307) (266,860)
NET ASSETS BEFE 664,074 699,588
CAPITAL AND RESERVES BARE#HE
Share capital f&N 213,496 213,496
Reserves (e 450,578 486,092
TOTAL EQUITY FEREEE 664,074 699,588

Approved and authorised for issue by the board of

directors on 29 March 2019.

Xu Xiao Jun

wME

Director

E=

CHINA INFRASTRUCTURE INVESTMENT LIMITED
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Ye De Chao
HEEE

Director
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28. AN A Z MR R T K

R )

28.STATEMENT OF FINANCIAL POSITION
AND RESERVES OF THE COMPANY

(Continued)

(B] MOVEMENTS OF THE RESERVES OF THE

(B] &2\ Atz

COMPANY
Capital
redemption
reserve
Share Share (Note) Accumulated
capital premium EAREE losses Total
N R 5RE (F=E) RiER CE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
THL THL THT THL T
At 1 January 2017 RZE—+F—A—H 213,496 756,049 69 (198,956) 770,658
Loss for the year FAER — — (71,070) (71,070)
At 31 December 20177 and  A=T—+F+-A=+—H
1 January 2018 k=E-N\¥—F—H 213,496 756,049 69 (270,026) 699,588
Loss for the year FAEE — — — (35,514) (35,514)
At 31 December 2018 RZB-NF+=A=+—-H  213,4% 756,049 69 (305,540) 664,074

The Company’s reserves available for distribution
represent the share premium and accumulated losses.
Under the Companies Law of the Cayman Islands, share
premium of the Company is available for the Company’s
distributions to shareholders subject to the provisions of
the Company’s Memorandum or Articles of Associations
and provided that immediately following the distribution
the Company is able to pay its debts as they fall due in the
ordinary course of business. As at 31 December 2018, the
aggregate value of the share premium and accumulated
losses of the Company available for distribution is
HK$450,509,000 (2017: HK$486,023,000).

Note: Capital redemption reserve represents the nominal value of
shares repurchased out of distributable profit.

29.ACQUISITION OF A SUBSIDIARY

(A) The Group acquired assets and liabilities by way of

acquisition of equity interest in Tianjin Hui Li Yuan Power
Equipment Co., Limited (“Tianjin Hui Li Yuan”) which is not
business:

RAF 2 A IREEBERD R
ERZRFEE BERSHSA
AVE - ARRI R RE ] RE
MBRRIEL DK + WAZARAA
2 HREE R KA S 4B Rl 2 AR STRT
R - MARERESIKE - NAF]
WEBRENEZEBEEBRDE
HrE®H RZE—N\F+=
A=+—HB At RzAR
AR RERRTEERER
450,509,000 7T (ZF—+4F :
486,023,000 7T) °

MR © B AR 3 AR 2R
ME@BRD ZEE -

29. Y g — ME i B A F]

(A) AEEBBUEIFEHMEENK

RENRBSHREERAR (TR
RENR]) 2 BAERWEREE
EMEE

TEREZREARLTF
—E-N\FER
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For the year ended 31 December 2018 {2 —E—/\F+_-A=+—HILFZ

29.ACQUISITION OF A SUBSIDIARY 29. W iE— R B A E @)
(Continued)
(A) (Continued) (A) (&)

On 1 August 2017, the Group acquired 60% equity
interest in Tianjin Hui Li Yuan at a cash consideration
of RMB69,000,000 (equivalent to approximately
HK$82,096,000). The principal asset of Tianjin Hui Li Yuan
is a land use right for a parcel of land with an area of
approximately 29,000m? located at Tianjin Economic and
Technological Development Zone, Tianjin City, the PRC.
The land is now for industrial use and having two 4-storey
buildings with a total gross floor area of approximately
18,000m? under construction.

RZZE—tFN\H—H  K&EE
AR € A B A R 69,000,000 70
(88 M 482,096,000 7T) U
BREENRZ60%KHE - K
EENRZEBEER IR
B T E A - MR EE R LY
29,000 77K + 1 PAHR B R E T
KB ERMF R o ZLHIR
RAELERSG  EAMERERE
SLTE 15 A #718,000 F 77 K 80 0 B
EEETF o

HK$'000
FHTT
Assets and liabilities recognised RIEBYEE AR EERAE
at the respective dates of acquisition
Property, plant and equipment Y% - BB R E 127,725
Cash and bank balances e MIRTTHE R 2,450
Trade and other receivables FEUE 5 BR 51 I B At fE LW R IR 7,835
Trade and other payables FERTE SRR R H A RS FRIE (1,183)
136,827
40% non-controlling interests 40% FEIE R AR SR A e 54,731
Total consideration B ME 82,096
Net cash outflow arising on acquisition: WBELEZHSREFE
Consideration paid in cash and cash equivalents AR & NMIRSZEDN2HRE 82,096
Less: Cash and cash equivalents balances B BRERS KRS SEMES
acquired of (2,450)
79,646
Notes: BfaE

(i) Tianjin Hui Li Yuan contributed loss of approximately
HK$722,000 to the Group for the year ended 31 December
2017.

(i)  Had the above acquisitions been taken place at the
beginning of the year, the Group’s loss for the year ended
31 December 2017 would have been approximately
HK$46,910,000 and the Group’s revenue would have been
approximately HK$26,144,000.

CHINAINFRASTRUCTURE INVESTMENT LIMITED
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() BE=F—tF+-A=*1—
BILFE - REBENREHEAR
SEEEL 722,000 7T °

(i) W EmEREN®ET A%
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—t+—HILEFEZEBBEERE
15 5 Bll 49 /& 46,910,000 %8 7T &
#726,144,00078 7T °
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30. FINANCIAL INSTRUMENTS 30.£RT A

The Group’s major financial instruments include interest-bearing
borrowings, trade and other receivables, trade and other
payables, cash and bank balances and were classified into the
categories as follows:

REBZETBES

MITA aTE?Jrg{ﬁ

B EWE FERF N E A EU R
JENTE 5 BR 3 % E b B 5R0A iﬁi
RIRTTHEERR - WHRET ¢

2018 2017
—ZE-N\F —+tF
HK$’000 HK$'000
FET T
Financial assets ERMEE
Financial assets at amortised cost R AT 22 EMEE 637,345 —
Loans and receivables BN ER IS — 694,836
Financial liabilities SHEEE
Amortised cost HIERAR 278,166 305,660
Details of these financial instruments are disclosed in respective ZESRMITAZHBRAGE M ER

notes to these consolidated financial statements. The risks
associated with these financial instruments are limited and
the policies on how to mitigate these risks are set out below.
The management manages and monitors these exposures to
ensure appropriate measures are implemented on a timely and
effective manner.

The Group has exposure to credit, liquidity, interest rate and
currency risks that arise in the normal course of the Group’s
business. The Group is also exposed to equity price risk arising
from movements in its own equity share price.

There has been no change to the types of the Group’s exposure
in respect of financial instruments or the manner in which it
manages and measures the risks.

REBZMEPHE - BZFTeRT
AEHEZRARBR  MEEZEERR
ZHRHENTIX - EEEERENESR
EA%H % ARERBR B B E

HE 2 o

rEEZEE RPET FEXRE
KRR AEE 2 —REBBRES
EE - AEETRERNG#EEBDE
R &8 MARHKERR -

AEBEBERMIE 2 ERERNE
BN EEERRLRZ T ARSI

28 -

TEREZREARLTF
—E-N\FER
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30. FINANCIAL INSTRUMENTS (coninued) 30. £ T A »)

[A] CREDIT RISK (A] 1EE/Efz

The Group’s credit risk is primarily attributable to trade
and other receivables and cash and bank balances.
Management has a credit policy in place and the
exposures to these credit risks are monitored on an
ongoing basis.

The Group’s credit risk is primarily attributable to trade
receivables as stated in note 20, and bank balances as
stated in note 21. Other than those financial assets whose
carrying amounts best represent the maximum exposure
to credit risk.

In respect of trade receivables, individual credit
evaluations are performed on all customers requiring
credit over a certain amount. These evaluations focus on
the customer’s past history of making payments when
due and current ability to pay, and take into account
information specific to the customer as well as pertaining
to the economic environment in which the customer
operates. Trade receivables are due within a year. Debtors
with balances that are more than a year past due are
requested to settle all outstanding balances before any
further credit is granted. Normally, the Group does not
obtain collateral from its customers.

In addition, management of the Group reviews the
recoverable amount of each individual debt at the end of
the reporting period to ensure that adequate provisions
for impairment losses are made for irrecoverable amounts
on trade receivables. Under HKAS 39, provisions for
impairment losses are made for irrecoverable amounts.
Upon the application of HKFRS 9 on 1 January 2018, the
Group applies simplified approach on trade receivable to
provide for ECL prescribed by HKFRS 9. In this regard,
management of the Group considers that the credit risk on
trade receivables is significantly reduced.
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30. FINANCIAL INSTRUMENTS (continued) 30.ERT A »)

[A] CREDIT RISK (Continued) (A] EE&Ef (&)

In respect of other receivables and deposits, management
of the Group makes periodic as individual assessment on
the recoverability of other receivables based on historical
settlement records, past experience, and also available
reasonable and supportive forward-looking information
starting from 1 January 2018. The management of the
Group believes that there is no material credit risk inherent
in the Group’s outstanding balance of other receivables
and deposits.

In respect of cash and bank balances, the Group limits its
exposure to credit risk by transacting with approved and
reputable banks with high credit ratings. Bankruptcy or
insolvency of these banks may cause the Group’s rights
with respect to these assets held to be delayed or limited.
The Group monitors the credit ratings of these banks on an
ongoing basis, and considers that the Group’s exposure to
credit risk at 31 December 2018 and 2017 were minimal.

The maximum exposure to credit risk without taking
account of any collateral held is represented by the
carrying amount of each financial asset after deducting
any impairment allowance.

AREMERFIERIZEME » K
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30. FINANCIAL INSTRUMENTS (coniinued)

(B] LIQUIDITY RISK

Liquidity risk is the risk that the Group will not be able to
meet its financial obligations as they fall due. The Group’s
approach to managing liquidity is to ensure, as far as
possible, that it will always have sufficient liquidity to meet
its liabilities when due, without incurring unacceptable
losses or risking damage to the Group’s reputation.

Individual operating entities within the Group are
responsible for their own cash management, including
the short-term investment of cash surpluses and the
raising of loans to cover expected cash demands,
subject to approval by the parent company’s board when
the borrowings exceed certain predetermined levels of
authority. The Group’s policy is to regularly monitor its
liquidity requirements and its compliance with lending
covenants, to ensure that it maintains sufficient reserves of
cash and adequate committed lines of funding from major
financial institutions to meet its liquidity requirements in the
short and longer term.

The following table details the remaining contractual
maturities at the end of the reporting period of the Group’s
non-derivative financial liabilities, which are based on
contractual undiscounted cash flows (including interest
payments computed using contractual rates or, if floating,
based on rates current at the end of reporting period) and
the earliest date the Group can be required to pay.
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30. FINANCIAL INSTRUMENTS (continuea) 30. €T E »)
N sz A
(B) LIQUIDITY RISK (Continued) (B) BB XA ()

Total More than
contractual Within 1 year but
undiscounted 1 year or on less than
Carrying cash flows demand 2 years
amount AEXRFERE —FRK —FHULEF
HREE REHAH REX BAWE
HK$’000 HK$’000 HK$000 HK$’000
THER THER THER THERT

At 31 December 2018 RZB-NF+=ZA=t-8H
Interest-bearing borrowings FTEEE 234,000 257,400 257,400 -
Trade creditors ENESER 13,153 13,153 13,153 -
Accruals and other payables [EEtE AR A ENFUR 19,479 19,479 19,479 =

Amounts due to substantial BN F2REFE

shareholder 11,534 11,534 11,534 —
278,166 301,566 301,566 -
Total More than
contractual Within 1 year but
undiscounted 1 year oron less than
Carrying cash flows demand 2 years
amount YIERMERE —FANg  —FREET
REE mEBE REK HBBmE
HK$'000 HK$'000 HK$'000 HK$'000
THL THT THT T

At 31 December 2017 RZZ—tF+=A=+-H
Interest-bearing borrowings TEREE 250,000 275,000 275,000 —
Trade creditors JERE 5 IR 12,749 12,749 12,749 —
Accruals and other payables JE B A R E AT TR 29,707 29,707 29,707 —

Amounts due to substantial EREZEREFE

shareholder 12,850 12,850 12,850 —
305,306 330,306 330,306 —
FEEEZREFRAT

—E-N\FER
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For the year ended 31 December 2018 {2 —E—/\F+_-A=+—HILFZ

30. FINANCIAL INSTRUMENTS (coniinued)

[C] INTEREST RATE RISK

The Group’s interest rate risk arises primarily from the
Group borrowings. Borrowings at fixed rates expose the
Group to fair value interest rate risk. The Group does not
use financial derivatives to hedge against the interest
rate risk. The Group’s interest rate profile as monitored by
management is set out below.

30. €M TR »

(C) Tz fiz

REBzNERAREIEREARE
B2 EE - NEBZEE MK
HZEE  2AEEEARHAT
BENXEAR AEBEWENHEE
BOTA T E SRR R @b o A&
EXEREERMEHRER

X e
Effective Effective
interest interest
rate 2018 rate 2017
BRAE —T-NFE EBEENEX —T—+F
% HK$’000 % HK$'000
FHERT FAT
Fixed rate borrowings: EEEE:
Interest-bearing borrowings STEEE
— current —RE 10.0 234,000 10.0 250,000
Total borrowings fEEMLE 234,000 250,000
Fixed rate borrowings as TEEEIEFEERSE
a percentage of total ER¢
net borrowings 100% 100%
Sensitivity analysis BRE D

At 31 December 2018, it is estimated that a general
increase/decrease of 50 basis points in interest rates,
with all other variables held constant, would increase/
decrease the Group’s loss after tax and increase/decrease
the accumulated losses by approximately HK$1,250,000
(2017: HK$1,283,000).

The sensitivity analysis above has been determined
assuming that the change in interest rates had occurred
at the end of reporting period and had been applied to
re-measure those financial instruments held by Group
which expose the Group to fair value interest rate
risk at the end of this reporting period. The 50 basis
point increase or decrease represents management’s
assessment of a reasonably possible change in interest
rates over the period until the next year end date. The
analysis is performed on the same basis for 2017.
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30. FINANCIAL INSTRUMENTS (continuea) 30. 2R T H &
(D) CURRENCY RISK (D) &5 )E foz

The majority of the Group’s transactions are denominated
in RMB. Presently, the Group has no hedging policy with
respect to its foreign exchange exposure.

With respect to receivables, payables, cash and bank
balances, and borrowings denominated in RMB which
are exposed to foreign currency risk. Depreciation or
appreciation of the RMB against can affect the Group’s
position, results and equity.

The carrying amount of the Group’s foreign currency
denominated financial assets and financial liabilities at the
end of the reporting period are as follows:

REBARD R HHNARES
B BA ARBIWEBRHER
[\ 2 $ R o

MAREEFHEMNRUFOR - B
IR M MRITEBUAREE
R IMNERR - AR HLINER
B FHAR BE S AL BT -
KENERERTE

RIBEEKR - AEBASMES
reMAERS WA A EEE
T

2018 2017
—E-N\F —E—+F
HK$’000 HK$'000
FExT FETT
Assets BE
RMB AREE 603,633 658,372
Liabilities =L
RMB AR 25,917 37,672
HEEEREERAT

—E-N\FER
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30. FINANCIAL INSTRUMENTS (coninued) 30. £ T A »)

[D) CURRENCY RISK (Continued) (D) S5 JE fez ()

Sensitivity analysis

The Group mainly exposes to the currency of RMB.
The following table indicates the approximate increase/
decrease in the Group’s loss for the year in response to
reasonably possible changes in the foreign exchange rate
to which the Group has significant exposure at the end
of reporting period (2017: increase/decrease the Group’s
loss). 5% is the sensitivity rate used as it represents
management’s assessment of the reasonably possible
change in foreign exchange rate.

HREDH

AEBTIZAZARE ZRER -
TRETRASERINEERBS
BAEY (RMEHRAEE
BERRELRHIMEEX) - il
AHARFEAEEE BRI,
P15 AEEEEE
M mA) o (5% REBURELL
?El%ﬁﬁﬁﬂﬁ%ﬁﬁﬁﬁ
R AR R

2018 2017
—E-N\F —E—+F
HK$’000 HK$'000
FHER FHTT
RMB ARHE
— Increase/decrease on loss for the year ~ —REIBIE IS5
(2017: increase/decrease (Z=—+F  £5EH
the Group’s loss) st hn, ) 28,886 31,035

The sensitivity analysis has been determined assuming
that the change in foreign exchange rates had occurred
at the end of the reporting period and had been applied
to each of the Group entities’ exposure to currency risk for

BRRED M IHBRRIEXZF IR
LHREEE  WEERANASE
EXERENEHMAEHREITE
NIETTESR T A2 EEER -

both derivative and non-derivative financial instruments NRBREMEEMES (LEE
in existence at that date, and that all other variables, in FR) 5T o
particular interest rates, remain constant.
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30. FINANCIAL INSTRUMENTS (continued) 30.ERT A »)

[E] FAIR VALUES OF FINANCIAL [E] 2T AZ 2 FE

INSTRUMENTS

The fair values of financial assets and financial liabilities
are determined as follows:

o The fair values of financial assets and financial
liabilities with standard terms and conditions and
traded in active markets are determined with
reference to quoted market bid and ask prices
respectively.

° The fair values of derivative instruments are
calculated using quoted prices. Where such prices
are not available, a discounted cash flow analysis
is performed using the applicable yield curve for
the duration of the instruments for non-optional
derivatives, and option pricing models for optional
derivatives. Interest rate swaps are measured at the
present value of future cash flows estimated and
discounted based on the applicable yield curves
derived from quoted interest rates.

o The fair values of other financial assets and financial
liabilities (excluding those described above) are
determined in accordance with generally accepted
pricing models mainly based on volatility of
difference on asset's price analysis and discounted
cash flow analysis respectively.

TREEMERABZIAVEE
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BB R RGN R
B EENEREELS
BEE - HoRI2EM®T
LERMNEREREEAT
(=38

PTHETARZ A FETIARE
A8 o HARBUSBRIER
AEERRETE T ALAT A
B2 8 P e AR T THT IR
RBEemeEn - mEgTE
TARASEE BEAET
FIRBEREDN - F&Xiz
HRAtBERASREZ
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30. FINANCIAL INSTRUMENTS (coninued) 30. £ T A »)

[E]) FAIR VALUES OF FINANCIAL [E] 2T AZ 2\ FE #)

INSTRUMENTS (Continued)
Fair value

The following table provides an analysis of financial
instruments that are measured subsequent to initial
recognition at fair value, grouped into Levels 1 to 3 based
on the degree to which the fair value is observable:

° Level 1 fair value measurements are those derived
from quoted prices (unadjusted) in active markets
for identical assets or liabilities;

° Level 2 fair value measurements are those derived
from inputs other than quoted prices included
within Level 1 that are observable for the asset or
liability, either directly (i.e. as prices) or indirectly (i.e.
derived from prices); and

° Level 3 fair value measurements are those derived
from valuation techniques that include inputs for the
asset or liability that are not based on observable
market data (unobservable inputs).
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31.CONTINGENT LIABILITIES N.HARAE

On 1 August 2017, the Group acquired 60% equity interest of
Tianjin Hui Li Yuan of which principal asset is a land use right
for a parcel of land. Starting from year 2015, Tianjin Hui Li Yuan
entered into a financial guarantee contract with a PRC trust
company to provide corporate guarantee by a pledge of certain
properties to secure the payment obligation of a business
partner which is an independent third party in the sum of
approximately HK$91,088,000 (equivalent to RMB80,000,000).
In order to protect the interest of the Group against the loss
which might be suffered by the Group under the guarantee,
the business partner and the non-controlling interest of Tianjin
Hui Li Yuan entered into a counter indemnity in favour of the
Group pursuant to which they agreed to, among other matters,
indemnify the Group for its liabilities and loss which may arise
from the guarantee. The non-controlling interest of Tianjin
Hui Li Yuan also agreed to indemnify the Group by offering a
pledge of its 40% equity interest in Tianjin Hui Li Yuan to the
Group upon default in loan payments by the business partner.
At the end of the reporting period, the facility drawn down by
the business partner amounted HK$91,088,000 (equivalent
to RMB80,000,000) and market value of the properties
pledged was approximately HK$129,800,000 (equivalent to
RMB114,000,000) which was determined by our independent
valuer. The carrying amount of the pledged properties was
approximately HK$122,227,000 as at 31 December 2018. The
directors consider that the likelihood of default in payments by
the business partner is minimal and therefore the fair value of
the financial guarantee is immaterial.

Save as disclosed above and elsewhere in the notes to these
consolidated financial statements, the Group had no other
material contingent liabilities as at 31 December 2018 (2017:
nil).

RZZE—tFNA—RB AEERE
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32. RELATED PARTY TRANSACTIONS

Save as disclosed elsewhere in these consolidated financial

statements, the Group had the following material transactions

and balances with its related parties for the year ended 31
December 2018 and 2017:

(a)

On 27 September 2012, Keen Gate Developments Limited
(“Keen Gate”, a wholly-owned subsidiary of the Group),
Mr. Ye De Chao (the Chairman, an Executive Director
and a substantial shareholder of the Company — a
connected person), Modern Admission Group Limited, Mr.
Lee Kai Choi and Forward Investment had entered into a
subscription agreement (the “Subscription Agreement”)
in relation to the subscription of 40% equity interests in
Forward Investment by Keen Gate at a consideration of
HK$300,000,000 (the “Consideration”). The Subscription
was completed on 10 December 2012. The transaction
constituted a major and connected transaction of the
Company. Pursuant to the Subscription Agreement, the
Guarantors jointly and severally undertake to Keen Gate
that the return to Keen Gate, being the dividend receivable
from the Group’s equity interest in Forward Investment,
shall not be less than 12% of the Consideration per
annum. In the event the return to Keen Gate falls below
such threshold, the Guarantors shall compensate the
Subscriber on a dollar-for-dollar basis (the “Return
Undertaking”) in cash.

For the year ended 31 December 2018 and 2017, as
Forward Investment suffered loss and no dividend will be
declared, the Return Undertaking would be exercised. As
such, an amount of HK$36,000,000 was credited in the
consolidated statement of profit or loss.

Remuneration for key management personnel of the Group
comprises amounts paid to the Company’s directors as
disclosed in note 7 and those highest paid employees
as disclosed in note 8 to these consolidated financial
statements.

Amounts due to substantial shareholder amounted to
approximately HK$11,534,000 (2017: HK$12,850,000).
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33.0PERATING LEASE COMMITMENTS 3. RETHERIE
AS LESSEE TERAHA

The Group had total outstanding commitments for future AEERBYEDATRHELSEHEHORN
minimum lease payable under non-cancellable operating leases THHREIEZ REE R B REER

in respect of properties, which fall due as follows: THEAEEREWOT -
2018 2017
—E-—NEF —E 5
HK$°000 HK$'000
THET FAT
No later than 1 year —&R 282 341
Later than 1 year and no later than 5 years —FRERFA — 282
282 623
The Group has no contingent rentals and sub-lease payments HE_Z— )\ —tF+=A
received for the years ended 31 December 2018 and 2017. = t+—HLEFE  AEEWERKIME

S AEE RO BN -

EEREEERAT
—s—nzEH 107
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34.DISPOSAL OF A SUBSIDIARY AND

ASSOCIATES

On 28 June 2017, the Group completed the disposal of 100%
% B ELBE SR R AR
BB F], which holds 49% equity interest in Beijing Zhonggang
Green Energy Investment Consulting Co., Ltd and its subsidiary
(the “Disposal Group”), for a consideration of HK$315,000,000.

interest in an indirectly-owned subsidiary, F 7%

Analysis of assets and liabilities over which control was lost:

4. HE

W — R B ) I B
N

\,

all |

R_ZE—tFA-+N\B  KEE
A8 315,000,000 8 L ek K &35 E
ERFBEZEREERNERAAIRE
MEBAR ([HEERE]) 2 49% BRi#ER
RS EME SRR AR AR (—ME
FEME A R]) #)100% #a ©

RERGIEZEERABEI

Trade and other receivables
Trade and other payables
Interest in associates

Net assets disposed of
Gain on disposal of a subsidiary

and associates:
Consideration received

Release of cumulative exchange difference
from translation of foreign operations

35.ACCOUNTING ESTIMATES AND

JUDGEMENTS

(A] KEY SOURCES OF ESTIMATION

UNCERTAINTY

In the process of applying the Group’s accounting policies
which are described in note 2, management has made
the following judgements that have a significant effect
on the amounts recognised in the consolidated financial
statements. The key assumptions concerning the future,
and other key sources of estimation uncertainty at the
end of the reporting period that have a significant risk of
causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year, are

discussed below.

CHINA INFRASTRUCTURE INVESTMENT LIMITED
Annual Report 2018

HE—FENEARREE

HK$'000
FHBT
FEUE 5 BR 30 N H fib FE U F0E 38
J,?EHE%HE,TA&EMMEHM (3,319)
283,676
CHECEERE 280,395
(315,000)

INETE 2
,\JER%&E 17,247
17,358

35. ST fhET B HI

(A) 1551 TR EC E &

MR 2Pl 2 A EB &5t
B - BEEELA TEERE
MBHRRTTEREREEAY
B2 HE - NMEHIREAARE
ZEBBRBRRMAFTABREERERZ
E@I%Xﬁﬁ w0 a%
FHRENKIRIGA ] e EBAY
Tﬂ%ﬁﬁ&ZéE&ﬁ%%ﬁ
BEFHEARFE -



Notes to the Consolidated Financial Statements

R IR AR M T

For the year ended 31 December 2018 #2 —F—/\F+_-A=+—HILF)Z

35. ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

(A)

(B]

KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

The preparation of consolidated financial statements
often requires the use of judgement to select specific
accounting methods and policies from several acceptable
alternatives. Estimates and judgements used in preparing
the consolidated financial statements are continually
evaluated and are based on historical experience and
other factors, including expectations of future events that
are believed to be reasonable under the circumstances.
The Group makes estimates and assumptions concerning
the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The
followings are the more significant assumptions and
estimates, as well as the accounting policies and methods
used in the preparation of the consolidated financial
statements:

CRITICAL ACCOUNTING JUDGEMENT IN
APPLYING THE GROUP’S ACCOUNTING
POLICIES

Estimates and judgments are continually evaluated and
are based on historical experience and other factors,
including expectations of future events that are believed to
be reasonable under the circumstances.

The Group makes estimates and assumptions concerning
the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The
estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year are
discussed below:
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For the year ended 31 December 2018 {2 —E—/\F+_-A=+—HILFZ

35.ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

[B) CRITICAL ACCOUNTING JUDGEMENT IN
APPLYING THE GROUP’S ACCOUNTING
POLICIES (continued)

(i)

Impairment of assets

Assets are reviewed for impairment whenever events
or changes in circumstances indicate that the
carrying amount of the asset exceeds its recoverable
amount. The recoverable amount of an asset or a
cash-generating unit has been determined based
on the asset’s fair value less costs to sell. These
assessments require the use of estimates.

The fair value less costs to sell primarily use
cash flow projections based on financial budgets
approved by management and estimated terminal
values at the end of the reporting period. There are
a number of assumptions and estimates involved
for the preparation of cash flow projections for the
period covered by the approved budget and the
estimated terminal value. Key assumptions include
the expected growth in revenues and operating
margin, effective tax rate, growth rates and selection
of discount rates, to reflect the risks involved and
the earnings multiple that can be realised for the
estimated terminal value.

Management prepared the financial budgets
reflecting actual and prior year performance and
market development expectations. Judgement is
required to determine key assumptions adopted
in the cash flow projections and changes to key
assumptions can significantly affect these cash
flow projections and therefore the results of the
impairment reviews.
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Notes to the Consolidated Financial Statements
e AR R M

For the year ended 31 December 2018 #2 —F—/\F+_-A=+—HILF)Z

35. ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

(B] CRITICAL ACCOUNTING JUDGEMENT IN
APPLYING THE GROUP’S ACCOUNTING
POLICIES (Continued)

(ii)

(iii)

Provision for impairment of trade and other
receivables

For trade receivables (excluding non-financial
assets), the Group applies the simplified approach
to provide credit losses as prescribed by HKFRS
9, which requires the use of the lifetime expected
loss allowance for all trade receivables (excluding
non-financial assets). The loss allowance for
financial assets are based on assumptions about
risk of default and expected loss rates. The Group
uses judgement in making these assumptions and
selecting the inputs to the impairment calculation,
based on the Group's past history, existing market
conditions as well as forward looking estimates
at the end of each reporting period. Management
reassesses the provision at each balance sheet
date.

Depreciation of property, plant and equipment

Property, plant and equipment except construction-
in-progress are depreciated on a straight-line
basis over their estimated useful lives, after taking
into account of their estimated residual value.
The determination of the useful lives and residual
values involve management’s estimation. The Group
assesses annually the residual value and the useful
life of property, plant and equipment and if the
expectation differs from the original estimate, such
a difference may impact the depreciation in the year
and in the future period.
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For the year ended 31 December 2018 {2 —E—/\F+_-A=+—HILFZ

35.ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

[B) CRITICAL ACCOUNTING JUDGEMENT IN
APPLYING THE GROUP’S ACCOUNTING
POLICIES (continued)

(iv)

Impairment of property, plant and equipment

The Group’s property, plant and equipment
represent a significant portion of the Group’s total
assets. Changes in industry conditions may cause
the estimated period of use or the value of these
assets to change. Long-lived assets including
property, plant and equipment are reviewed for
impairment at least annually or whenever events or
changes in circumstances have indicated that their
carrying amounts may not be recoverable. If any
such indication exists, the recoverable amount is
estimated.

The recoverable amount of an asset is the
greater of its net selling price and value in use.
In assessing value in use, estimated future cash
flows are discounted to their present value using
a pre-tax discount rate that reflects current market
assessments of the time value of money and the
risks specific to the asset, which requires significant
judgement relating to the level of revenue and
amount of operating costs. The Group uses all
readily available information in determining an
amount that is a reasonable approximation of the
recoverable amount, including estimates based
on reasonable and supportable assumptions
and projections of revenue and operating costs.
Changes in these estimates could have a significant
impact on the carrying value of the assets and could
result in additional impairment charge or reversal of
impairment in future periods.
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Notes to the Consolidated Financial Statements
e AR R M

For the year ended 31 December 2018 #2 —F—/\F+_-A=+—HILF)Z

35. ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

(B] CRITICAL ACCOUNTING JUDGEMENT IN
APPLYING THE GROUP’S ACCOUNTING
POLICIES (Continued)

(v)

(vi)

Impairment of goodwill

Determining whether goodwill is impaired requires an
estimation of the value in use of the cash generating
units to which goodwill has been allocated. The
value in use calculation requires management to
estimate the future cash flows expected to arise from
the cash-generating units and a suitable discount
rate in order to calculate present value.

Impairment of intangible assets

The recoverable amounts of the intangible assets
have been determined based on value-in-use
calculations. The value-in-use calculation requires
the Group to estimate the future cash flows expected
to arise from the intangible assets and a suitable
discount rate in order to calculate the present value.
The management refers to the valuation performed
by independent qualified valuers. In performing
the valuation, the valuers have based on method
of valuation which involves certain estimates and
assumptions.

The Group’s management determines the provision
for impairment of receivables under concession
agreement. This estimates and assumptions made by
management on the future operation of the business,
pre-tax discount rates, and other assumptions
underlying the value-in-use calculations.
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For the year ended 31 December 2018 {2 —E—/\F+_-A=+—HILFZ

35.ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

[B) CRITICAL ACCOUNTING JUDGEMENT IN
APPLYING THE GROUP’S ACCOUNTING
POLICIES (continued)

(vii)

Current income taxes

The Group’s subsidiaries that operate in the PRC
are subject to the Enterprise Income Tax in the PRC.
Significant judgement is required in determining
the provision for income taxes. There are many
transactions and calculations for which the ultimate
tax determination is uncertain during the ordinary
course of business. The Group recognises liabilities
for anticipated tax audit issues based on estimates
of whether additional taxes will be due. Where
the final tax outcome of these matters is different
from the amounts that were initially recorded, such
differences will impact the income tax in the period
in which such determination is made.

(viii) Estimate of fair value of investment properties

The best evidence of fair value is current prices in an
active market for similar lease and other contracts.
In the absence of such information, the Group
determines the amount within a range of reasonable
fair value estimates. In making its judgement,
the Group considers information from a variety of
sources including:

(i)  current prices in an active market for properties
of different nature, condition or location (or
subject to different leases or other contracts),
with adjustments to reflect those differences;
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Notes to the Consolidated Financial Statements
e AR R M

For the year ended 31 December 2018 #2 —F—/\F+_-A=+—HILF)Z

35. ACCOUNTING ESTIMATES AND
JUDGEMENTS (Continued)

(B] CRITICAL ACCOUNTING JUDGEMENT IN
APPLYING THE GROUP’S ACCOUNTING
POLICIES (Continued)

(viii) Estimate of fair value of investment properties
(Continued)

(ii)

(iif)

recent prices of similar properties in less
active markets, with adjustments to reflect any
changes in economic conditions since the
date of the transactions that occurred at those
prices; and

discounted cash flow projections based on
reliable estimates of future cash flows derived
from the terms of any existing lease and other
contracts and (where possible) from external
evidence such as current market rents for
similar properties in the same location and
condition, using discount rates that reflect
current market assessments of the uncertainty
in the amount and timing of the cash flows.

If information on current or recent prices of

investment properties is not available, the fair

values of investment properties are determined

using discounted cash flow valuation techniques.

The Group uses assumptions that are mainly based

on market conditions existing at the end of each
reporting period.
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e AR IR M

For the year ended 31 December 2018 {2 —E—/\F+_-A=+—HILFZ

35. ACCOUNTING ESTIMATES AND 35. S5 AET R HE =

J U DGEM E NTS (Continued)

[B] [EH AR EEZ B FIF
1EH 2 BEA S HE )

[B) CRITICAL ACCOUNTING JUDGEMENT IN
APPLYING THE GROUP’S ACCOUNTING
POLICIES (continued)

(viii) AT IR EWE 2 2 FE

(viii) Estimate of fair value of investment properties

176

(Continued)

The principal assumptions underlying management’s
estimate of fair value are those relating to: the receipt
of contractual rentals; expected future market
rentals; void periods; maintenance requirements;
and appropriate discount rates. These valuations
are regularly compared to actual market yield, and
actual transactions of the Group and those reported
by the market.

The expected future market rentals are determined
on the basis of current market rentals for similar
properties in the same location and condition.
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Notes to the Consolidated Financial Statements

R IR AR M T

For the year ended 31 December 2018 2 —F— \F+ = A =+—HIFZF

36.RECONCILIATION OF LIABILITIES 36.
ARISING FROM FINANCING
ACTIVITIES

The table below details changes in the Group’s liabilities arising
from financing activities, including both cash and non-cash
changes. Liabilities arising from financing activities are those for
which cash flows were, or future cash flows will be, classified
in the consolidated statement of cash flows as cash flows from
financing activities.

ﬁ
2,
\

MEIBELENER
Z Bk

TRAARERERSMELENE
E22E BRASMIFREED -
METMELNABNIRERED
IARARBERERNGFERASRER

DREBELTHMELEZRERE

Interest-bearing borrowings

FTEEE
HK$’000
FTHERT
At 1 January 2017 R—E—+F—H—H 255,378
Changes from financing cash flows: BERSNELHE
Repayment of secured loan EECDEBEER (5,758)
Interest paid BHE (25,652)
Total change from financing cash flows FEBREHRE 2 FE)ELE (31,410)
Other changes: HAth## 5 :
Interest expenses FERE 25,652
Effect of changes in foreign MRS B) o B
exchange rates 380
At 31 December 2017 R-B—tH+=-A=+—8
and 1 January 2018 kK=—E2—N\&—HA—H 250,000
Changes from financing cash flows: BERENECE
Repayment of secured loan EEOEPER (16,000)
Interest paid BRHE (25,000)
Total change from financing cash flows BEREFRE S BHEEE (41,000)
Other changes: HAh#& 5 :
Interest expenses FEFE 25,000
At 31 December 2018 R-—E-NF+=-A=+—H 234,000
hEERREERAT

—E-N\FER
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FIVE YEARS FINANCIAL SUMMARY

HFEIEEE

AY I P4 i
RESULTS E
For the year ended 31 December
BE+-A=t-ALEE
2018 2017 2016 2015 2014
—E-N\F —E—+FE  ZERE —T-hF —T—mEF
HK$°000 HK$'000 HK$000 HK$'000 HK$'000
THT TET TET TET T
Revenue HER 56,182 26,144 15,691 22,133 43,966
(Loss)/profit attributable to YNSE PN
owners of the Company (B18) /& (20,088) (44,700) (5,507) 5,249 16,370
Dividends ) — — — — —
Basic (loss)learnings per share  BREX (E8) /&7 (0.47) centsfll  (1.05) centsfll (0.13) centsfll  0.12 centsfll  0.38 cents Ll
Diluted (loss)/earnings per share  SR#E (E518) /&7 N/AFEH N/ATER N/ATEF NATER N/A T F
ASSETS AND LIABILITIES EEREE
At 31 December
R+=A=1+-H
2018 2017 2016 2015 2014
—E-\E “T—45F —E-RF 1% —T—mEF
HK$°000 HK$'000 HK$'000 HK$'000 HK$'000
THT TET TET TET TET
Total assets BEHBE 1,143,536 1,243,833 1,407,610 1,116,476 946,660
Total liabilities AfEEHE (291,898) (320,014) (601,888) (228,752) (27,709)
Net assets BEFE 851,638 923,819 805,722 887,724 918,951
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GROUP PROPERTIES
B

At 31 December 2018 R—E—NE+_-H=1+—H

Category of
lease term

A F R

Location Intended use
NE BER®Z

Total gross
floor area
HEEEE
(sg. m.)
(FF7XK)

Group’s
interest
REE 2 EE
(%)

Properties held for investment S {ERE Y%

No. 34 Di Ba Da Jie,
Development Area,
Tianjin City,

the PRC

ey

RiET

%R

B\ KH 3457

Industrial premises for rental Medium

FHERGR TRYE 1 5

Commercial premises for rental Long

FHERGRZBRYE =5

Huijinxintiandi Plaza,
No. 11 Shengtai Road,
Moling Jiedao,
Jiangning District,
Nanjing City,
Jiangsu Province,
the PRC

ey

LERE

FRmIER
PREEHT BB ARE 1158
ER T RMES

Properties under development ZE %

Industrial premises for rental Medium

FHERGRZ TERYE 1 5

East of Haining Street,

and north of Haichuan Street,
Tianjin Development Zone,
Tianjin City,

the PRC

H

KRR

REMER

BEHR - 8)IE

Approximately
#311,512.07

Approximately
#]53,759.48

Approximately
#729,012.72

51

40

60

EEREEERAT
s nzEg 17
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Group Properties

EEYES

At 31 December 2018 R =—F—\F+=-H=+—H

Total gross
floor area Group’s
Category of HEREE interest
Location Intended use lease term (sg. m.) REE 2 S
v E BERR HAFHER (FF7XK) (%)
Properties held for sale #EH &%
Rooms 810 and 1706 in Block 8 of Residential/Commercial premises  Long Approximately 40
Huijinjiulong Commercial Street, FE TEEDE =EA 47116.67
No. 699 Chengxin,
Main Road,
Moling Jiedao,
Jiangning District,
Nanjing City,
Jiangsu Province,
the PRC
HE
LERA
FERmIER
ToRRE 738 S5 A8 699 517
ESNERFEEESE
810 21706 &=
Rooms 101 to 104 in Block 47 Residential/Commercial premises  Long Approximately 40
and Rooms 101 to 104 in FE HEYE = #71,710.89

Block 48 of Hongjingya Villa,
No. 2888 Hongjing Main Road,
Moling Jiedao,

Jiangning District,

Nanjing City,

Jiangsu Province,

the PRC

PE

IEA

FRmIER
IREEETIE AR KB
2888 5oL = HEEE
EA7TEI01E104 =
K481 101 E 104 E
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