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CHAIRMAN'S STATEMENT

FINANCIAL RESULTS

The board of directors (the “Directors”) of Shanghai Zendai Property Limited (the “"Company”
or “Shanghai Zendai”) hereby announces the annual results of the Company and its subsidiaries
(collectively the "Group”) for the year ended 31 December 2018 (the “year” or “year under

review").

During the year under review, the Group recorded a turnover of approximately HK$7,172,037,000,
representing an increase of 1.37 times as compared with approximately HK$3,027,741,000 for the
year in 2017. The significant increase in turnover was mainly due to the acquisition of the remaining
equity interests of FI R AL AR IEEEZE SR 25 (Nanjing Thumb Commercial Development Co.,
Ltd*, “Nanjing Zendai") by the Group in December 2017, in which the turnover of Nanjing Zendai
of approximately HK$2,564,946,000 was consolidated during the year (last year: approximately
HK$23,092,000) and the initial delivery of the second phase of Riverside Thumb Plaza in Nanjing.

The turnover of the Group for the year was mainly attributed to:

o revenue recognition of service apartments, commercial units and office buildings of Nanjing

Himalayas Center

o revenue recognition of the apartments and commercial units of the first and the second phase

of Riverside Thumb Plaza in Nanjing
o revenue recognition of residential properties in Nantong, Xizhen and Haimen
o hotel operation, rental and property management income

Loss attributable to shareholders of the Company (the “Shareholders”) was approximately
HK$905,485,000 as compared to the profit of HK$34,400,000 recorded for the year ended 31
December 2017. Basic loss per share of the Company (the “Share”) was HK$6.09 cents (basic profit
per share for the year in 2017: HK$0.23 cent).

In December 2017, the Group acquired the remaining ownership interest of Nanjing Zendai which
constituted a business combination. The carrying value of the Group’s previously held equity interests
in Nanjing Zendai which was accounted for using the equity method was re-measured to fair value
at the acquisition date and a fair value gain on remeasurement of HK$1,193 million was recognized
as other income and gains. The absence of the one-off gain in 2018 led to a reversal from profit in
2017 to loss in 2018.

Shanghai Zendai Property Limited |



CHAIRMAN'S STATEMENT

BUSINESS REVIEW

During the year under review, Shanghai Zendai developed and continuously improved a domestic
business presence with Shanghai and Nanjing as the centre and radiating outwards into major
regions and cities nationwide relying on its complete construction, operation and management
capabilities and independent teams responsible for planning and development, investment
promotion programming, operation and property management.

During the year, with respect to the Group's performance in the first and second tier cities, the
“Nanjing Himalayas Center” project and the “Riverside Thumb Plaza” project in Nanjing remained
the major sales, and thus the important drivers for the Group's future turnover growth, of which the
“Nanjing Himalayas Center” project of Nanjing Zendai was honored as the Benchmarking Project
for the Commercial Property Sector of China in 2018 and ranked among the TOP10 Commercial
Property Developers of China for 2018 in terms of brand value. During the year, construction of
Phase | and Phase Il of the “Feng Yun Mansion” of Riverside Thumb Plaza in Nanjing were completed
and ready for delivery. Besides, Qingdao Zendai Himalayas Hotel was honored as an excellent service
provider for its performance during the 2018 Shanghai Cooperation Organization Summit held in
Qingdao. In Shanghai, the Group, leveraging its solid strength established over years of operation,

kept on exploring new development opportunities.

For the business in the third and fourth tier cities, the Group has successively disposed of relevant
business in recent years, and has completed the disposal of projects located in Haikou City and
Erdos City successfully during the year. While actively seeking for any opportunity that can enable it
to strip off its projects from these cities, and operating under such an asset-light business strategy,
the Group is capable of concentrating resources and efforts in extensively exploring development

potential in Nanjing, Shanghai and other major cities.

Shanghai Zendai Property Limited |
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CHAIRMAN'S STATEMENT

COMMERCIAL PROPERTY PROJECTS IN CHINA

Shanghai

Shanghai Zendai Thumb Plaza

Shanghai Zendai Thumb Plaza (the “Plaza”) is an integrated commercial complex in a prime location
adjacent to Shanghai’s Century Park and the Lujiazui financial district. As at 31 December 2018,
the Group still owns 40,333
square metres of commercial
space and 430 underground
carparking spaces in the Plaza.
As at 31 December 2018, more
than 98% of the commercial
space in the Plaza has been
leased. Rental received during
the year was approximately
RMB70,144,000 (equivalent to
approximately HK$83,119,000).

Shanghai Zendai Thumb Plaza

Grand Mercure Shanghai Century Park

The Group's five-star Grand Mercure Shanghai Century Park is located in the Plaza. The 18-storey
hotel, which is managed under the “Grand Mercure” brand by HUAZHU Hotel Group, boasts a
gross floor area of 31,530 square metres and 361 guest rooms, a four storey ancillary building and
one level of basement. During the year under review, the average occupancy rate of the hotel was
74%, and total income amounted to approximately RMB76,981,000 (equivalent to approximately
HK$91,221,000).

Shanghai Zendai Property Limited |



CHAIRMAN'S STATEMENT

Shanghai Himalayas Center

The Group's 45%-owned Shanghai Himalayas Center is located in the heart of Pudong, Shanghai.
Designed by Arata Isozaki, an internationally acclaimed architect, it is a landmark within the Pudong
New District. The Shanghai Himalayas Center is an amalgam of the Jumeirah Himalayas Hotel
Shanghai, shopping mall and other auxiliary facilities (comprising the DaGuan Theatre and the
Himalayas Art Museum). The project occupies a site area of 28,893 square metres with a total gross
floor area of approximately 162,207 square metres (including underground carparking space of
26,287 square metres).

The Jumeirah Himalayas Hotel Shanghai, a luxury five-star hotel managed by the Jumeirah Hotel
Group from Dubai, is the Jumeirah Hotel Group’s first hotel in Asia Pacific. The hotel boasts a gross
floor area of 60,452 square metres, providing 393 guest rooms. Enjoying a favourable location, the
hotel is adjacent to the Shanghai New International Expo Center which connects with Metro Line
7 and is within walking distance to the maglev station. The average occupancy rate of the hotel
during the year under review was 75%, with a total income of approximately RMB225,514,000
(equivalent to approximately HK$267,228,000). The high quality environment and service of the
Jumeirah Himalayas Hotel Shanghai won acclaims across the industry. Over the years, the hotel was
successively awarded the “Best Conference Hotel” by Chance Lifestyle (Chancefa®k), the Best
Space Design TOP 10 for Shang-High Cuisine Restaurant by Hurun Report, the Best Guest Experience
by Shen Bao ( B #R) , the Best Wedding Hotel by Fashion Hotel and the Best Business Hotel of the
Year by CityTraveller. Shang-High Cuisine Restaurant was awarded as one-star restaurant by The
Michelin Guide for three consecutive years and the hotel was granted as the Most Popular Resort
Hotel by Ctrip. During the :
year under review, an average
of approximately 87% of
the commercial space of the
shopping centre in Shanghai
Himalayas Center with a
leasable area of 23,362 square |
metres was leased, with a
rental income of approximately
RMB77,599,000 (equivalent to
approximately HK$91,953,000).

Shanghai Himalayas Center
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CHAIRMAN'S STATEMENT

Nanjing
Nanjing Himalayas Center

The Group is developing the G15 land parcel in a prime location around Nanjing South Train
Station into Nanjing Himalayas Center with a site area of approximately 93,526 square metres and
an expected total gross floor area of approximately 619,462 square metres. The project is being
developed in three phases.

The first phase of the project has a gross floor area of approximately 182,658 square metres,
including 20,394 square metres of service apartments, 3,437 square metres of commercial space,
71,084 square metres of office building, 19,558 square metres of hotel and 68,185 square metres
of underground car-parking space. The first phase, with a total saleable area of 93,884 square
metres, including 20,164 square metres of service apartments, 3,437 square metres of commercial
space and 70,283 square metres of office building, commenced pre-sale in April 2015. During
the year under review, total contracted areas of service apartments and office building of 964
square metres and 3,368 square metres were sold, respectively, generating a total contract value
of RMB13,791,000 (equivalent to approximately HK$16,342,000) and RMB52,203,000 (equivalent
to approximately HK$61,859,000), respectively. During the year, the delivered areas of service
apartments, commercial space and office building were 1,737 square metres, 40 square metres
and 4,526 square metres respectively, with a total contract value of RMB25,599,000 (equivalent to
approximately HK$30,334,000), RMB1,482,000 (equivalent to approximately HK$1,756,000) and
RMB75,963,000 (equivalent to approximately HK$90,014,000). A total amount of RMB95,661,000
(equivalent to approximately HK$113,356,000) was recognised as turnover during the year. As at 31
December 2018, cumulative areas of 20,164 square metres, 3,269 square metres and 68,068 square
metres of service apartments, commercial space and office building had been sold respectively,
generating a total contract value J 7
of RMB340,553,000 (equivalent to
approximately HK$403,547,000),
RMB127,271,000 (equivalent to
approximately HK$150,813,000)
and RMB1,210,589,000
(equivalent to approximately
HK$1,434,517,000) respectively.
The Group had signed a contract
for the hotel portion with a
contract value of RMB359,640,000
(equivalent to approximately
HK$426,164,000) and the
transaction is scheduled to be
completed within 2019.

Nanjing Himalayas Center
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CHAIRMAN'S STATEMENT

The second phase of the project, covering a gross floor area of approximately 208,488 square
metres, is planned to be developed into service apartments, a commercial complex, commercial
streets and office buildings, including 53,967 square metres of service apartments, 17,968 square
metres of commercial space, 53,136 square metres of office building and 83,417 square metres
of underground car-parking space. The second phase of the project commenced pre-sale in July
2016, with a total saleable area of 119,844 square metres, including 52,710 square metres of
service apartments, 16,873 square metres of commercial space and 50,261 square metres of office
building. During the year under review, total contracted areas of service apartments, commercial
space and office building of 23,605 square metres, 1,615 square metres and 18,915 square
metres were sold respectively, generating a total contract value of RMB459,433,000 (equivalent to
approximately HK$544,416,000), RMB60,455,000 (equivalent to approximately HK$71,638,000)
and RMB323,061,000 (equivalent to approximately HK$382,819,000) respectively. As at 31
December 2018, the cumulative areas of 52,037 square metres, 16,577 square metres and
49,576 square metres of service apartments, commercial space and office building had been sold
respectively, generating a total contract value of RMB994,797,000 (equivalent to approximately
HK$1,178,809,000), RMB619,125,000 (equivalent to approximately HK$733,647,000) and
RMB875,344,000 (equivalent to approximately HK$1,037,260,000) respectively. The second phase of
the project commenced delivery in the first half year of 2018. During the year, the delivered areas of
service apartments, commercial space and office building were 50,357 square metres, 14,835 square
metres and 47,609 square metres respectively, with a total contract value of RMB964,493,000
(equivalent to approximately HK$1,142,900,000), RMB562,392,000 (equivalent to approximately
HK$666,420,000) and RMB844,513,000 (equivalent to approximately HK$1,000,726,000). During
the year, a total amount of RMB2,048,456,000 (equivalent to approximately HK$2,427,368,000) was
recognised as turnover.

The third phase of the project, covering a gross floor area of approximately 228,316 square metres,
is intended to be developed into service apartments, a commercial complex and office buildings,
including 15,843 square metres of service apartments, 82,886 square metres of commercial space,
57,962 square metres of office building and 71,625 square metres of underground car-parking
space. The third phase of the project commenced pre-sale in the first half of 2018. The total saleable
area of 69,441 square metres, including 14,922 square metres of service apartments and 54,519
square metres of office building. During the year under review, total contracted areas of service
apartments and office building of 11,903 square metres and 10,707 square metres were sold,
respectively, generating a total contract value of RMB298,873,000 (equivalent to approximately
HK$354,157,000) and RMB208,795,000 (equivalent to approximately HK$247,417,000),
respectively.

Shanghai Zendai Property Limited |
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CHAIRMAN'S STATEMENT

The First Phase of “Riverside Thumb Plaza” in Nanjing

The Group owns a parcel of land located at the west of Rehe Road and the north of Zhongshan Bei
Road, Gulou District, Nanjing, Jiangsu Province. The land with a site area of approximately 13,220
square metres is planned to be developed into an integrated complex comprising apartments and
commercial space with a gross floor area of approximately 84,770 square metres, including 78,548
square metres of apartments and 6,222 square metres of commercial space. Construction of the
project commenced in June 2014 and pre-sale started in December 2015, with a total saleable area
of 81,160 square metres, comprising 77,374 square metres of apartments and 3,786 square metres
of commercial space. During the year under review, the total contracted areas of commercial space
of 412 square metres were sold, generating a total contract value of RMB19,705,000 (equivalent to
approximately HK$23,350,000). As at 31 December 2018, cumulative areas of 77,374 square metres
and 2,978 square metres of apartments and commercial space had been sold respectively, generating
a total contract value of RMB1,926,989,000 (equivalent to approximately HK$2,283,433,000) and
RMB134,110,000 (equivalent to approximately HK$158,917,000) respectively. During the year, the
delivered areas of apartments and commercial space were 20,020 square metres and 2,154 square
metres respectively, with a total contract value of RMB501,616,000 (equivalent to approximately
HK$594,402,000) and RMB96,711,000 (equivalent to approximately HK$114,600,000). During
the year, a total amount of RMB508,133,000 (equivalent to approximately HK$602,125,000) was
recognised as turnover.

The Second Phase of “Riverside Thumb Plaza” in Nanjing

The Group owns another parcel of land located at the west of Rehe Road and the north of Zhongshan
Bei Road, Gulou District, Nanjing, Jiangsu Province. The land with a site area of approximately
26,318 square metres is planned to be developed into an integrated complex comprising apartments,
commercial space and office building with a gross floor area of approximately 163,184 square
metres, including 134,627 square metres of apartments, 7,042 square metres of commercial space
and 21,515 square metres of office building. Construction of the project commenced in March 2015

and the pre-sale started in
September 2016, with total
saleable areas of 160,307
square metres, including
132,965 square metres of
apartments, 6,745 square
metres of commercial space
and 20,597 square metres of
office building. During the
year under review, the total

Nanjing Zendai M Mansion
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CHAIRMAN'S STATEMENT

contracted areas of apartments, commercial space and office building of 43,820 square metres, 1,195
square metres and 9,572 square metres were sold respectively, generating a total contract value of
RMB1,515,990,000 (equivalent to approximately HK$1,796,410,000), RMB63,321,000 (equivalent to
approximately HK$75,034,000) and RMB178,392,000 (equivalent to approximately HK$211,390,000).
As at 31 December 2018, cumulative areas of 132,852 square metres, 3,068 square metres
and 9,572 square metres of apartments, commercial space and office building had been sold
respectively, generating a total contract value of RMB4,211,149,000 (equivalent to approximately
HK$4,990,104,000), RMB179,489,000 (equivalent to approximately HK$212,690,000) and
RMB178,392,000 (equivalent to approximately HK$211,390,000) respectively. During the year, the
delivered areas of apartments and commercial space were 68,696 square metres and 1,909 square
metres respectively, with a total contract value of RMB1,978,699,000 (equivalent to approximately
HK$2,344,708,000) and RMB119,678,000 (equivalent to approximately HK$141,815,000). During
the year, a total amount of RMB2,035,575,000 (equivalent to approximately HK$2,412,105,000) was
recognised as turnover.

The Third Phase of “Riverside Thumb Plaza” in Nanjing

The Group owns another parcel of land located at the east of Jiangbian Road and the north
of Jianning Road, Gulou District, Nanjing, Jiangsu Province with a site area of approximately
15,566 square metres. The land with a gross floor area of approximately 126,995 square metres
is planned to be developed into an integrated complex comprising office building, commercial
space and apartments, including
77,390 square metres of office
building, 6,419 square metres
of commercial space and 43,186
square metres of apartments.
Construction of the project
commenced in June 2018 and the
pre-sale was planned to start in
the third quarter of 2019.

Perspective of the Third Phase of “Riverside Thumb Plaza” in Nanjing

Shanghai Zendai Property Limited | Annual Report 2018
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Other Cities
Qingdao Zendai Thumb Plaza

Qingdao Zendai Thumb Plaza is located in the central area of business district on Haier Road in
Qingdao City, Shandong Province, the PRC. The project has a site area of approximately 38,092
square metres with a total gross floor area occupying approximately 213,059 square metres. It
includes retail shops (68,129 square metres), a hotel (29,593 square metres), service apartments
(70,066 square metres) and car-parking space (45,271 square metres).

During the year under review, a total contracted area of service apartments of 5,702 square
metres was sold, generating a total contract value of RMB83,456,000 (equivalent to approximately
HK$98,893,000). As at 31 December 2018, a cumulative area of 62,303 square metres had
been sold, generating a contract value of RMB926,948,000 (equivalent to approximately
HK$1,098,410,000). During the year, an area of 6,633 square metres was delivered with a total
contract value of RMB95,692,000 (equivalent to approximately HK$113,393,000). During the year, a
total amount of RMB91,346,000 (equivalent to approximately HK$108,243,000) was recognised as
turnover.

As at 31 December 2018, around 88% of the commercial space (with a leasable area of 50,233
square metres) was leased, with a rental income of RMB26,966,000 (equivalent to approximately
HK$31,954,000) during the year.

Himalayas Qingdao Hotel, located in the Qingdao Zendai Thumb Plaza, is managed by the Group's
own hotel management company under the Group’s “Himalayas” brand. The average occupancy
rate of the hotel during the year was 74%, with a total income of RMB57,046,000 (equivalent to
approximately HK$67,598,000).

Zendai Nantong Yicheng Thumb Plaza

Zendai Nantong Yicheng Thumb Plaza has a total site area of 281,912 square metres. Due to its
prime location, the project has been included in the “Key Cultural Industry Projects in Nantong City”
and “Key Development Projects in Chongchuan District”. The project occupies a total gross floor
area of approximately 279,076 square metres (including car-parking space and ancillary facilities of
77,143 square metres). Construction of the project is divided into three phases.

Shanghai Zendai Property Limited |



CHAIRMAN'S STATEMENT

The first phase named Phase 1 of Old Town, with a commercial area of approximately 38,737
square metres, of which 86% has been leased as at 31 December 2018, with a rental income of
RMB4,595,000 (equivalent to approximately HK$5,445,000) during the year.

The second phase is an ancillary residential project with commercial space with a total gross floor
area of approximately 74,528 square metres. An area of 212 square metres of commercial space
were sold during the year, generating a total sales contract value of RMB3,745,000 (equivalent
to approximately HK$4,438,000). As at 31 December 2018, a total cumulative contracted area of
71,344 square metres (including 40,824 square metres of multi-storey apartments, 27,909 square
metres of townhouses, 2,237 square metres of detached villas and 374 square metres of commercial
space) was sold, generating a total contract value of RMB844,522,000 (equivalent to approximately
HK$1,000,737,000). During the year under review, an area of 4,816 squares metres (including 2,248
square metres of multi-storey apartments, 2,039 square metres of townhouses, 436 square metres of
detached villas and 93 square metres of commercial space) was delivered with a total contract value
of RMB65,533,000 (equivalent to approximately HK$77,655,000). During the year, a total amount of
RMB35,689,000 (equivalent to approximately HK$42,291,000) was recognised as turnover.

The third phase occupies a total area of approximately 147,688 square metres (with an underground
area of 53,150 square metres), comprising Phase 2 of Old Town, with commercial area of 60,979
square metres (with an underground area of 21,000 square metres) and Old Town, New Port, with
a commercial area of approximately 14,967 square metres and a residential area of approximately
71,742 square metres (with an underground area of 32,150 square metres). The Old Town, New
Port commenced construction in May 2014 and started pre-sale in September 2016, with a total
saleable area of 41,000 square metres. An area of 899 square metres of residential properties
and 3,727 square metres of commercial space were sold during the year under review, generating
a total contract value of RMB21,552,000 (equivalent to approximately HK$25,539,000) and
RMB49,156,000 (equivalent to approximately HK$58,249,000) respectively. As at 31 December
2018, a cumulative area of 33,306 square metres of residential properties and 3,727 square metres
of commercial space were sold respectively, generating a total contract value of RMB566,557,000
(equivalent to approximately HK$671,356,000) and RMB49,156,000 (equivalent to approximately
HK$58,249,000) respectively. During the year under review, an area of 27,194 squares metres of
residential properties were delivered with a total contract value of RMB442,583,000 (equivalent to
approximately HK$524,450,000) respectively. During the year, a total amount of RMB423,238,000
(equivalent to approximately HK$501,526,000) was recognised as turnover. The construction of
Phase 2 of Old Town has not commenced yet.

Yangzhou Commercial Project

The Group has an integrated project for commercial, cultural, leisure and entertainment use in the
heart of Yangzhou City, including 12 blocks and 243 units with a gross floor area of approximately
20,089 square metres. As at 31 December 2018, the remaining area of 15,974 square metres was
used for rental purposes.

Shanghai Zendai Property Limited |
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Project in Chengmai County, Hainan Province

The Group owns 60% interest in a parcel of land in Chengmai County, Hainan Province with a
site area of 1,309,563 square metres. The land is intended to be developed into a leisure-related
commercial and residential property, including hotels, villas and other related facilities.

RESIDENTIAL PROJECTS IN CHINA

Shanghai

Zendai Xizhen Thumb Plaza

The Group owns a parcel of land with an area of approximately 140,099 square metres in the tourist
district of Zhujiajiao Town, Qingpu District, Shanghai. It was developed as Zendai Xizhen Thumb
Plaza comprising mid-range to high-end residential properties, retail shops, resort villas and resort

hotel in two phases, with a total gross floor area of approximately 169,004 square metres.

Phase | of the project has a gross floor area of approximately 98,479 square metres, which consists
of residential properties (40,945 square metres) and commercial space (57,534 square metres).
The Group intends to bring in tenants for the commercial areas, including large international
cinemas, mid-range to high-end restaurants and supermarkets. An area of 852 square metres
of residential properties and 10,713 square metres of commercial space were sold respectively
during the year, generating a total contract value of RMB21,104,000 (equivalent to approximately
HK$25,008,000) and RMB159,022,000 (equivalent to approximately HK$188,437,000), respectively.
As at 31 December 2018, the total cumulative residential and commercial areas of 23,084 square
metres and 23,035 square metres had been sold respectively, generating a total contract value of
RMB441,669,000 (equivalent to approximately HK$523,367,000) and RMB472,593,000 (equivalent
to approximately HK$560,011,000) respectively. Residential properties with areas of 3,657 square
metres and commercial space with areas of 11,505 square metres were delivered respectively
during the year with a total contract value of RMB87,626,000 (equivalent to approximately
HK$103,835,000) and RMB169,913,000 (equivalent to approximately HK$201,343,000). During
the year, a total amount of RMB237,173,000 (equivalent to approximately HK$281,044,000) was

recognised as turnover.

Shanghai Zendai Property Limited |



CHAIRMAN'S STATEMENT

Construction of Phase Il with a gross floor area of approximately 70,525 square metres commenced
in the fourth quarter of 2013, with resort villas (occupying 46,155 square metres) and a resort hotel
(occupying 24,370 square metres) to be erected respectively. A sales contract with the consideration
of RMB106,702,000 (equivalent to approximately HK$126,439,000) in relation to the resort hotel
was entered into in April 2018, the transaction of which was completed in September 2018. Resort
villas started pre-sale in November 2014 and was completed in April 2016. As at 31 December 2018,
a cumulative area of resort villas of 28,253 square metres had been sold, generating a total contract
value of RMB443,478,000 (equivalent to approximately HK$525,510,000).

Other Cities
“Zendai Garden-Riverside Town” in Haimen

The "Zendai Garden-Riverside Town” project in Haimen, Jiangsu Province comprises two parcels
of land occupying a total site area of 1,389,021 square metres. The first parcel of land is to be
developed in two parts.

“Dong Zhou Mansion”, the first part of the first parcel, is being developed in two phases with Phase
| offering 52 detached villas which were all sold out. Phase Il of the “Dong Zhou Mansion” is to
be developed into 94 detached villas with a total gross floor area of approximately 82,202 square
metres, the construction of which already commenced in February 2014. However, the construction
of the project has been suspended due to changes in market conditions.

“Multiflora Garden”, the second part of the first parcel of land, is being developed in three phases
into an integrated residential area comprising low density town houses. Phases | and Il offer a total
of 212 units with a saleable area of approximately 57,232 square metres which were all sold out.
As at 31 December 2018, an area of approximately 3,334 square metres remained undelivered.
Phase Il has a saleable area of approximately 91,817 square metres. As at 31 December 2018, a
total cumulative area of 78,250 square metres had been sold, generating a total contract value
of RMB464,499,000 (equivalent to approximately HK$550,419,000). During the year, an area of
5,437 square metres was delivered with a total contract value of RMB29,747,000 (equivalent to
approximately HK$35,249,000). During the year, a total amount of RMB25,113,000 (equivalent to
approximately HK$29,758,000) was recognised as turnover.

The second parcel of land is being developed into residential properties and ancillary commercial
space in phases.

Shanghai Zendai Property Limited |
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The Phase |, Qinghua Garden Ecological Houses, occupies a site area of approximately 42,070 square
metres with a saleable area of approximately 56,169 square metres. As at 31 December 2018, a
cumulative area of 51,268 square metres was sold, generating a total cumulative contract value
of RMB230,446,000 (equivalent to approximately HK$273,073,000). During the year, an area of
915 square metres involving total contract value of RMB3,768,000 (equivalent to approximately
HK$4,465,000) was delivered. During the year, a total amount of RMB3,730,000 (equivalent to
approximately HK$4,420,000) was recognised as turnover.

The Phase I, Shui Qing Mu Hua Garden, with a site area of 157,717 square metres, is being
developed into small high-rise residential properties with ancillary commercial space in two phases
with a saleable area of approximately 194,088 square metres. The first phase offers a saleable area
of 81,394 square metres. As at 31 December 2018, a cumulative area of 79,785 square metres
was sold, generating a total contract value of RMB359,515,000 (equivalent to approximately
HK$426,016,000). During the year, an area of 1,161 square metres involving a contract value of
RMB5,134,000 (equivalent to approximately HK$6,084,000) was delivered. During the year, a total
amount of RMB4,962,000 (equivalent to approximately HK$5,880,000) was recognised as turnover.

The Phase Ill, named as Spanish Exotic Street, with a site area of 760 square metres, has been
developed into a commercial plaza with a saleable area of 1,164 square metres.

The Phase IV, named as “Thumb Plaza” with a site area of 18,919 square metres, has been
developed into a commercial plaza with a total gross floor area of 45,514 square metres, the
construction of which commenced in April 2012 and was completed in the second half of 2015.

Land Parcels in Inner Mongolia Autonomous Region

The Group owns two parcels of land in Dongsheng Kangbashi New Area, Ordos City, Inner Mongolia
Autonomous Region, the PRC, with a total site area of 248,118 square metres. The two land parcels
are intended to be developed into villas in phases with a planned saleable area of 122,890 square
metres. The project was suspended due to changes in market conditions. Taking into account the
market value, overall prospects and capital requirements of the project, the Group entered into an
agreement with a purchaser in September 2017 to dispose of the entire project at a consideration
of approximately RMB215,000,000 (equivalent to approximately HK$245,154,000), the transaction
of which was completed in October 2018. The details of the transaction was disclosed in the
announcement of the Company dated 11 September 2017.

A Parcel of Land in Yantai Development Zone

The Group and BEEMAEEEZERYMWESFR A (Yantai Hong Yuan Property Company Limited*)
entered into a cooperation agreement to develop “Yantai Thumb Project” located at E-9 District,
Yantai Development Zone, Yantai, Shandong Province, pursuant to which Shanghai Zendai holds
70% equity interests in the “Yantai Thumb Project”. The project occupies an area of 26,476 square
metres and is still under planning stage.
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CHAIRMAN'S STATEMENT

CHANGE OF INTEREST

As disclosed in the announcement of the Company dated 16 May 2018, Topper Shiny Limited
completed its sale of 4,462,317,519 Shares (representing approximately 29.99% of the issued share
capital of the Company) to Nantong Sanjian Holding (HK) Co., Limited. As at 31 December 2018,
Nantong Sanjian Holding (HK) Co., Limited held 4,462,317,519 Shares (representing approximately
29.99% of the issued share capital of the Company), while Topper Shiny Limited did not hold any
Shares.

PROSPECTS AND FUTURE PLANS FOR MATERIAL INVESTMENTS

In the second half of 2018, with the implementation of regulatory policies on real estate across
China, the rapid development of the real estate industry stopped. The third and fourth-tier cities saw
a decline in housing prices, and the property turnover rates in the first-tier cities dropped. However,
the performance of housing prices remained stable.

Looking forward ' Shanghai Zendai will continue to adhere to the development strategy of
“extensively developing in areas of the first and second tier cities, while gradually stripping off its
business from the third and fourth tier cities”, persistently focus on Shanghai, Nanjing and other
first and second tier cities as key development areas, deploy and plan for quality and industry
benchmarking commercial and residential property projects, concentrate on studies on market
trends and demands, and optimize and strategically deploy assets of the Group, in an effort to
establish the image of a premium brand. The “Nanjing Himalayas Center” project and the “Riverside
Thumb Plaza” project in Nanjing will remain to constitute the major sales of the Group, and thus
the important drivers for the Group’s future turnover growth. In Shanghai, the Group will continue
to make use of the competitive advantages accumulated after years of operation and explore new
development opportunities.

As a comprehensive urban developer with commercial and residential real estate as its core business,
the Group will continue to improve its strategic layout of domestic business, which is to establish
presence in all major regions and cities of the country with base in Shanghai and Nanjing. As a
brand-oriented integrated real estate developer, Zendai Property adheres to its corporate tenet of
“pursuing professional quality, integrating architecture and art”, creating value in a more open
and innovative mind, to reward the society and shareholders. With the rapid development of the
Company, we have always adhered to the differentiated brand strategy of “Architecture o Art e
Life”, while continuously seeking for new cooperation opportunities. Through actively capturing the
latest market trend, Shanghai Zendai will leverage its advantages in the first and second tier cities to
keep exploring new development areas and to provide consumers with a high quality living space.
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MANAGEMENT DISCUSSION AND ANALYSIS

REVIEW OF OPERATION

During the year under review, the Group recorded a loss as compared to a profit in 2017, primarily
attributable to the absence of the one-off fair value re-measurement gain of HK$1,193 million from
a business combination of the equity interests in Nanjing Zendai in the previous financial year. During
the year, the Group completed the disposal of projects located in Haikou City and Erdos City. On
the other hand, as at the end of last year, the Group completed the repurchase of remaining equity
interests in Nanjing Zendai which changed from a joint venture to a subsidiary of the Company. The
Nanjing Himalayas Center (project in Nanjing Zendai) and the first and second phases of Riverside
Thumb Plaza were expected to be the Group’s main driver and contributor to the growth of turnover
in the forthcoming years.

LIQUIDITY, FINANCIAL RESOURCES, CAPITAL STRUCTURE AND GEARING

As at 31 December 2018, the Group had a healthy financial position with net assets value of
approximately HK$2,788 million (31 December 2017: approximately HK$3,927 million). Net current
assets amounted to approximately HK$2,576 million (31 December 2017: approximately HK$5,979
million) with current ratio decreased from 1.44 times at 31 December 2017 to approximately 1.23
times at 31 December 2018. The capital structure of the Group consists of borrowings (including
current and non-current borrowings as shown in the consolidated balance sheet), net of cash and
cash equivalents, and equity attributable to owners of the Company. The Group adopted relatively
prudent financial policy and closely monitored its cash flow. As at 31 December 2018, the Group
had consolidated borrowings and loans of approximately HK$6,969 million, in which HK$3,140
million was repayable within one year and HK$3,829 million was repayable more than one year.
As at 31 December 2018, borrowings of the amount of HK$5,904 million (31 December 2017:
HK$6,604 million) bear interest at fixed interest rates ranging from 5% to 18.15% per annum
(31 December 2017: 3.30% to 12.10% per annum). As at 31 December 2018, the Group's bank
balances and cash including restricted cash were approximately HK$1,978 million (31 December
2017: HK$2,278 million). The gearing ratio of the Group increased from 2.45 times at 31 December
2017 to 2.68 times at 31 December 2018 (basis: net debts, which is defined as total amounts of
borrowings and loans and amounts due to minority owners of subsidiaries less total amounts due
from an associate, divided by shareholders’ funds).
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MANAGEMENT DISCUSSION AND ANALYSIS

SEGMENT INFORMATION
Sales of properties

The turnover of this segment for the year was approximately HK$6,684,554,000 (2017:
HK$2,512,153,000). The increase was due to the increase of turnover to be recognized as a result of
the consolidation of Nanjing Zendai at the end of last year.

Property rental, management and agency services

The turnover of this segment for the year was approximately HK$327,637,000 (2017:
HK$349,324,000). The decrease was due to decrease of investment properties available for leasing
and properties managed by the Group after the disposal of subsidiaries in the second half of last
year.

Hotel Operations

The turnover of this segment for the year was HK$159,846,000 (2017: HK$166,264,000) which
remained stable overall.

FOREIGN CURRENCY AND INTEREST RATES EXPOSURES AND HEDGING

The Group undertakes certain transactions denominated in foreign currencies, hence exposures to
risks arised from exchange rate fluctuations. The Group’s cash and cash equivalents are also exposed
to such foreign currency risk. Cash and cash equivalents held by the Group as at 31 December 2018
were mainly denominated in RMB, USD and HK$. Bank borrowings of the Group as at 31 December
2018 were mainly denominated in USD and RMB. The Group currently does not use any derivative
contracts to hedge against its exposure to currency risk. The Group manages its foreign currency risk
by closely monitoring the movement of the foreign currency rate.

The Group’s cash flow interest rate risk arises from long-term borrowings with prevailing market
interest rates. Such risk is partly offset by cash held at prevailing market interest rates. The Group's
fair value interest rate risk relates primarily to its fixed rate borrowings and payables and pledged
bank deposits. The Group currently does not utilize any derivative contracts to hedge its exposure
to interest rate risk. However, management will consider hedging significant interest rate exposure
should the need arise.
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MANAGEMENT DISCUSSION AND ANALYSIS

EMPLOYEES

As at 31 December 2018, the Group employed approximately 1,202 employees in Hong Kong and
the PRC (2017: 1,352 employees in Hong Kong and the PRC). They were remunerated with basic
salary and bonuses according to the nature of the job and market conditions. Other staff benefits
include a mandatory provident fund scheme, local municipal government retirement scheme, training
scheme, insurance and medical insurance as well as share option scheme.

MATERIAL ACQUISITIONS AND DISPOSALS OF SUBSIDIARIES,
ASSOCIATES AND JOINT VENTURES

Save as disclosed below and elsewhere in this report, there were no material acquisitions and
disposals of subsidiaries, associates and joint ventures by the Company during the year under review:

(a)

On 12 August and 24 August 2015, the Group entered into an equity transfer agreement
and a supplementary agreement respectively (collectively, the “Agreements”) to acquire
the equity interest of 6 companies which hold land parcels (the “Land Parcels”) in Gulou
District, Nanjing (the “Acquisitions”). The aggregate site area of the Land Parcels was
approximately 110,489 square metres and the total consideration for the Acquisitions
was RMB4,513,609,000 (equivalent to approximately HK$5,389,384,000). Details of the
Acquisitions were disclosed in the Company’s announcement dated 25 August 2015.

As a result of the regulatory land plan adjustment to the district where the Land Parcels are
located since late 2015, the Land Parcels are also subject to land plan adjustment. As at the
date of this report, 4 out of 13 land title certificates of the Land Parcels have been obtained
and delivered to the Company and it is expected that the remaining land title certificates of
the Land Parcels will be obtained and delivered to the Company by no later than 31 December
2020. The parties to the Agreements have been making efforts to proceed the completion of
the Acquisitions as soon as possible.

As at 12 February 2018, the Group entered into an agreement with a purchaser to dispose
of an indirect wholly owned subsidiary of the Company, which owns certain office and
commercial areas and carpark spaces in JGZREIFX & B L (Haiken International Finance
Centre*) located in Haikou, Hainan Province, at a total consideration of RMB126,800,000
(equivalent to approximately HK$142,712,000). The details of disposal were set out in the
announcement of the Company dated 12 February 2018. The transaction has been completed
in November 2018.

EVENT SINCE THE END OF THE FINANCIAL YEAR

There is no important events occurred since the end of the financial year.
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MANAGEMENT DISCUSSION AND ANALYSIS

PLEDGE OF ASSETS

As at the end of reporting period, the carrying amounts of following assets of the Group were
pledged to secure certain borrowings and loans:

2018 2017

HK$°000 HK$'000

Property, plant and equipment 541,688 596,007

Land use rights 454,452 517,999

Investment properties 2,680,346 1,848,204
Properties under development and

completed properties held-for-sale 4,483,740 2,843,639

Pledged bank deposits 568,335 857,494

8,728,561 6,663,343

CONTINGENT LIABILITIES

As at 31 December 2018, the Group provided guarantees to the extent of approximately
HK$988,658,000 (2017: HK$763,552,000) to banks in respect of mortgage loans provided by the
banks to customers for the purchase of the developed properties of the Group, net of mortgages
received and included in receipts in advance from customers. These guarantees provided by the
Group to the banks would be released upon receiving the property title certificate of the respective
properties by the banks from the customers as a pledge for security to the mortgage loans granted.

In the opinion of the Directors, the fair value of guarantee contracts is insignificant at initial
recognition.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

EXECUTIVE DIRECTORS

Mr. Qiu Haibin ("Mr. Qiu”), aged 49, has been an executive Director of the Company, the
chairman of the Board, a member and the chairman of the nomination committee, a member
of remuneration committee of the Board and an authorised representative of the Company
for the purposes of the Listing Rules since 13 April 2017. Mr. Qiu also serves as director of
Nanjing Lifang Real Estate Co., Ltd. (BRI FEZF B R A R]) and Nanjing Thumb Commercial
Development Co., Ltd. (FIRAEARANBIEEEZERBMR A F]), which are the subsidiaries of
the Company. Mr. Qiu graduated from Zhejiang Radio & Television University with a bachelor’s
degree in finance and obtained a graduate degree in finance from Nanjing University.

Mr. Qiu has been the legal representative and chief executive director of Shenzhen Qianhai
CORC Asset Management Corporation GRIIBNER A s A EIE AR A F]) (which is 40%
indirectly held by China Orient Asset Management (International) Holding Limited) (“COAMI")
since September 2013, the chairman of Shanghai Suns Investment Management Co., Ltd ( £
BEREREEIEAR AT since 2015, the director and vice president of Greentown Orient
Construction Management Co., Ltd. (43R T 2R EEBR A F) since February 2015 and
the director and deputy general manager of Zhou Shan Greentown Development Co., Ltd.
(M L& R AR A R]) since August 2016. Mr. Qiu was the executive deputy general
manager of Jiangsu Dongxing Realty Company Limited (;T# R EE ¥ B[R A7) from 2009 to
September 2013, the general manager of the asset management division of Shanghai Sundee
Group ( E/8RHEE ) from 2001 to 2008 and the deputy director of Dagan office, a director
of the Credit Division of Zhoushan City branch in Zhejiang province of Bank of China as well
as the general manager of Zhongyin Industrial Corporation ( # §8 & 2 /2 &) during the period
from 1988 to 2000. Mr. Qiu has also been a research fellow of the Centre of Asian Studies of
Zhejiang University since 2016.

Mr. Qin Renzhong (“Mr. Qin"), aged 48, has been an executive Director of the Company
since 29 June 2018. Mr. Qin graduated from Nankai University in 1995 and 1992 with a
master’'s degree in political economics and a bachelor’s degree in mathematical statistics,
respectively.

Mr. Qin joined COAMI in April 2018, and currently serves as the chief risk officer of the
company. Mr. Qin has been a director, deputy general manager and member of the investment
committee of Dongfu (Tianjin) Equity Investment Fund Management Co., Ltd. (g (X2 )%
EREESEEARAA) from July 2016 to April 2018; senior economist, assistant general
manager and deputy general manager of the investment (investment banking) department of
China Orient Asset Management Co., Ltd. from January 2012 to July 2016; deputy manager,
manager, senior manager and senior economist of the market development department of
China Orient Asset Management Co., Ltd. from July 2006 to December 2011; and senior
director, assistant manager and deputy manager of the Taiyuan Office of China Orient Asset
Management Co., Ltd. from October 2000 to July 2006. From June 1995 to October 2000, he
worked at Shanxi Branch of Bank of China.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

Mr. Zhang Huagang (“Mr. Zhang"”), aged 56, has been an executive Director of the
Company since 13 April 2017 and the chief executive officer of the Company since 30
September 2017. Mr. Zhang graduated from Huazhong University of Science and Technology
with a bachelor’s degree in industrial automation in 1982 and obtained a master in business
administration degree from the School of Management of State University of New York at
Buffalo in 1989.

Mr. Zhang has been a director of Shenzhen Qianhai CORC Asset Management Corporation
(FINFERFIREESEEBRAE) ("CORC Fund”) and the general manager of CORC
Health & Technology Management Co., Ltd. (R Alm=REEMEEEBR A A) ("CORC
Health”) since May 2017. COAMI indirectly holds 40% of the shares of CORC Fund, and
CORC Fund holds 51% of the shares of CORC Health. Mr. Zhang has been the chief executive
officer of Beijing Zhongtianyixin Corporate Management Services Limited (1t A K5 1 %
EIBRB AR AT ) and the chairman of Beijing Kangyi Health Management Limited (4t 5=
FEEEfEEEIRBRAA) since May 2016. Mr. Zhang was the chief executive officer of China
Tide Holdings Company Limited (9 BIXH1ZER AR A7) from August 2010 to April 2016.
Mr. Zhang also held the positions of the assistant of the general manager, executive deputy
general manager and president of Gemdale Corporation (&b (58 ) %5 AR 2 7) during
the period from May 1993 to July 2010 and the sales manager, executive officer and deputy
chief economist of Shenzhen SegBaohua Electronics Company Limited R B EEE T
7 B BR A 7)) during the period from May 1989 to April 1993.

Mr. Tang Jian (“Mr. Tang”), aged 42, has been an executive Director of the Company since
13 October 2017 and the senior vice president of the Company since 30 September 2017. Mr.
Tang obtained a bachelor’'s degree from the Shanghai University of Finance and Economics
specializing in finance in 1999.

Mr. Tang has been working with the Company since 2003. Mr. Tang was an executive Director
of the Company from May 2003 to May 2015, the authorised representative of the Company
from June 2003 to May 2015 and the chief executive officer of the Company from June 2015
to September 2017. Mr. Tang was the general manager of the Hong Kong region of the Group
during the period from May 2003 to March 2011 and his principal duties were corporate
governance, financing arrangement and public relations management. From April 2011 to
March 2013 and from April 2013 to June 2015, he was the general manager of investment
and development department and real property financing department of the Group and his
primarily duties were strategic investment decisions and property development financing
arrangement. Mr. Tang also serves as director of various subsidiaries of the Company,
including Long Profit Group Limited, Richtex Holdings Limited, Ample Century Limited, Best
East Developments Limited, Myway Developments Limited, Auto Win Investments Limited,
Shanghai Zendai Real Estate Co., Ltd. ( E/BZERE BB A7) and Shanghai Zendai Delta
Land Company Limited ( E/BFER=AMEZXBR A F) . Prior to joining the Company,
Mr. Tang worked for Bank of Shanghai and companies which were engaged in securities
investment business.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

NON-EXECUTIVE DIRECTORS

Ms. Wang Zheng ("Ms. Wang”), aged 47, has been a non-executive Director of the
Company since 13 October 2017. Ms. Wang graduated from Beijing Institute of Fashion
Technology in 1993 with a bachelor’s degree in engineering.

Ms. Wang joined BB E X E AR A A in June 2015, and currently serves as an executive
director. Ms. Wang has 21 years of experience in real estate industry. Prior to this, Ms. Wang
served as the vice general manager and the general manager of the Real Estate Business
Department of China Energy and Fuel Company Limited (FFEEJRE HREI AR A &), and
the vice general manager and the investment director of Sanjiu Pan-China Construction &
Development Co., Ltd. (= L2 EEZFAEBRAE]) .

Mr. Gong Ping (“Mr. Gong”), aged 44, has been a non-executive director since 11 January
2013. Mr. Gong graduated from Fudan University in 1998 with a bachelor’s degree in
international finance, and then obtained his master’s degree in finance from Fudan University
in 2005. Mr. Gong also received his MBA degree from International Institute for Management
Development (IMD) in Lausanne, Switzerland in 2008.

Mr. Gong joined Fosun in 2011, as at the end of the Reporting Period, he has served as
executive director and senior vice president of Fosun International Limited, he has also been
CEO of Fosun Hive Holdings, the chairman of Paris Realty Fund SA (listed on the Euronext Paris
with stock code PAR), the vice chairman of Shanghai Yuyuan Tourist Mart Co., Ltd. (listed on
the SSE with stock code 600655), a director of Shanghai Resource Property Consulting Co.,
Ltd. (listed on the NEEQ with stock code 833517), as well as director of various companies
within Fosun. As at the end of the Reporting Period, Mr. Gong has been a council member of
Shanghai Association For Youth Entrepreneurship And Employment. He used to serve as senior
assistant to president of Fosun, and general manager of Corporate Development Department.
Prior to joining Fosun, Mr. Gong worked at Pudong branch and the headquarters of Bank of
Shanghai as well as the PRC headquarters of Standard Chartered Bank. Mr. Gong also served
as global strategist at the headquarters of Samsung Group in Korea, carrying out special
assignments across various sectors including financial services, technology and real estate
worldwide.

Ms. Jiang Zhengyan (“Ms. Jiang”), aged 36, has been a non-executive Director of the
Company since 13 April 2017. Ms. Jiang graduated from Shanghai University of Finance and
Economics with a bachelor’s degree in management science in 2005 and obtained a master’s
degree in economics from Shanghai University of Finance and Economics in 2007.

Ms. Jiang joined the Fosun Group in October 2012 and currently act as managing director
in the securities investment department of Fosun Property of Fosun Group. Before that, Ms.
Jiang acted as a senior analyst in Shenyin Wanguo Securities Research Institute from July 2007
to February 2011 and acted as a senior analyst in Shanghai Metal Investment Co., Ltd. from
March 2011 to September 2011.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Chow, Alexander Yue Nong (“Mr. Chow"), aged 68, has been an independent non-
executive director since 30 June 2015. Mr. Chow is also a member of the nomination
committee and audit committee and the chairman of the remuneration committee of the
Board. Mr. Chow received a bachelor of arts degree in Computer Science and an M.B.A.
degree from the University of California, Berkeley in 1973 and 1975 respectively.

Mr. Chow is the Managing Director of IST Services Limited. He has also been a committee
member of the Chinese General Chamber of Commerce since 1980. Mr. Chow was
the President of ACB International Inc. (a joint venture of China National Export Bases
Development Corporation, Bank of China, A Robert Abboud & Company of United States and
Hong Kong United General Company Limited), Assistant Vice President and Head of China
Group of The First National Bank of Chicago, advisor to Bank of Tokyo Ltd., and consultant
to Overseas Chinese Investment Company of the Zhejiang Province T/ T A EFBIRE QA &) .
Mr. Chow also lead the establishment of CCIC Finance Limited, a joint venture of Bank of
China, The First National Bank of Chicago, The Industrial Bank of Japan and China Resources
Company (#8722 7)) . Mr. Chow has business relationship with various multinationals for
many years. Mr. Chow has been appointed as an independent non-executive director of Tsit
Wing International Holdings Limited (stock code: 2119) on 15 December 2017.

Dr. Xu Changsheng (“Dr. Xu”), aged 55, has been an independent non-executive director
since 30 June 2015. Dr. Xu graduated from the Economics Department of Nanjing University
in 1984 with a Bachelor degree in Economics. He graduated from the Economics School of
Wuhan University with a master’s degree and a PhD degree in economics in 1987 and 1992
respectively. Dr. Xu has been working at the School of Economics of Huazhong University of
Science and Technology since 1987, serving as a professor since 1997, a PhD supervisor since
1999, the Deputy Dean from 1994 to 1999 and the Dean from 2000 to 2014.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

Mr. Ng Man Kung (“Mr. Ng”), aged 67, has been an independent non-executive Director
of the Company, a member of the nomination committee, a member of the remuneration
committee and a member of the audit committee of the Board since 25 May 2017. Mr. Ng
graduated from Hong Kong Polytechnic University with an attendance certificate in banking.

Mr. Ng has been senior management in banking industry of Hong Kong for 28 years. He
was appointed as the managing director and general manager of Chiyu Banking Corporation
Limited in 1992 and the vice-chairman and chief executive of Chiyu Banking Corporation
Limited in 2001. He retired from Chiyu Banking Corporation Limited in 2012. Mr. Ng was
a member of the council of the Hong Kong Polytechnic University from 1999 to 2003 and
was a member of Fujian Provincial Committee of the Chinese People’s Political Consultative
Conference from 1993 to 2013. Mr. Ng was served as a business consultant of COAMI from
January 2014 to April 2015, and a non-executive director of Roma Group Limited (stock code:
8072 — GEM) from 24 August 2017 to 18 December 2017. Since 31 March 2018, Mr. Ng
served as the Chairman of the Supervisory Board of Well Link Bank in Macau.

Currently, Mr. Ng serves as an independent non-executive director of the following
companies: Fujian Holdings Limited (stock code: 181) since 30 June 2014; ELL Environmental
Holdings Limited (stock code: 1395) since 5 September 2014; Guoan International Limited
(Stock Code: 143) since 11 March 2016 and HKBridge Financial Holdings Limited (stock code:
2323) since 23 March 2016.
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Mr. How Sze Ming (“Mr. How"), aged 42, has been an independent non-executive Director
of the Company, a member of the remuneration committee and a member and the chairman
of the audit committee of the Board since 25 May 2017. Mr. How graduated from The
Chinese University of Hong Kong with a Bachelor of Business Administration Degree (first class
honour, majoring in professional accountancy) in December 1999. By profession, he is a fellow
member of the Association of Chartered Certified Accountants and an associate member of
Hong Kong Institute of Certified Public Accountants.

Mr. How has over 16 years of experience in investment banking and business assurance
industries. Mr. How joined Southwest Securities (HK) Capital Limited (“Southwest Securities”),
a company principally engaged in investment banking and advisory services, in February
2016 and is currently a managing director and head of corporate finance where he is
responsible for corporate finance advisory work. Southwest Securities is an indirect wholly-
owned subsidiary of Southwest Securities International Securities Limited, a company whose
shares are listed on the main board of the Stock Exchange (Stock Code: 00812). From July
2015 to January 2016, Mr. How was a managing director of Zhaobangji International Capital
Limited, a company principally engaged in investment banking and advisory services, where
he is responsible for corporate finance advisory work. From February 2010 to June 2015, he
acted as a managing director of the Investment Banking Department of CMB International
Capital Corporation Limited, a company principally engaged in investment banking, securities
brokerage and asset management, where he was responsible for corporate finance advisory
work. From April 2009 to February 2010, he worked as an assistant vice president in the
Investment Banking Division of ICBC International Holding Limited, a company principally
engaged in investment banking, where he was responsible for corporate finance advisory
work. From June 2006 to March 2009, Mr. How worked as an assistant vice president in the
Investment Banking Division of ICEA Capital Limited, a company principally engaged in dealing
in securities and corporate finance advisory services, where he was responsible for corporate
finance advisory work. From December 2004 to May 2006, he worked as an assistant vice
president of CCB International Capital Limited, a company principally engaged in securities
advisory, securities dealing and corporate finance advisory, where he was responsible for
corporate finance advisory work. From July 2003 to December 2004, Mr. How worked as an
assistant manager at Tai Fook Capital Limited (now known as Haitong International Capital
Limited), a company principally engaged in corporate finance advisory services, where he was
responsible for corporate finance advisory work. From July 2002 to June 2003, he worked
as a corporate finance executive of Tai Fook Securities Company Limited (now known as
Haitong International Securities Company Limited), a company which was principally engaged
in securities broking, securities dealing and leveraged foreign exchange trading, where he
was responsible for corporate finance advisory work. From September 1999 to July 2002,
Mr. How worked as a senior associate in the Assurance and Business Advisory Department of
PricewaterhouseCoopers and was primarily responsible for assurance and business advisory
work.
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Mr. How was an independent non-executive director of (i) QPL International Holdings Limited,
a company whose shares are listed on the Main Board of the Stock Exchange (Stock Code:
00243) from September 2013 to September 2016 and (ii) Odella Leather Holdings Limited,
a company whose shares are listed on the GEM of the Stock Exchange (Stock Code: 08093)
from January 2015 to March 2017. Mr. How has been an independent non-executive director
of (a) World-Link Logistics (Asia) Holding Limited, a company whose shares are listed on
Main Board of the Stock Exchange (Stock Code: 06083), since December 2015, (b) Forgame
Holdings Limited, a company whose shares are listed on the Main Moard of the Stock
Exchange (Stock Code: 484), since January 2016, (c) 1957 & Co. (Hospitality) Limited, a
company whose shares are listed on GEM of the Stock Exchange (Stock Code: 8495) since
December 2017 and (d) Watts International Maritime Engineering Ltd., a company whose
shares are listed on the Main Board of the Stock Exchange (Stock Code: 2258), since October
2018.

Dr. Di Ruipeng (“Dr. Di"), aged 54, has been an independent non-executive Director, a
member of the nomination committee, a member of the remuneration committee and a
member of the audit committee of the Board of the Company since 25 May 2017. Dr. Di
graduated from the University of New Orleans in 1997 with a Doctoral of Financial Economics
Degree, the Peking University in 1989 with his Master Degree in International Economics and
the Peking University in 1986 with a Bachelor of International Economics Degree.

Dr. Di currently serves as independent director of Qinghai Huading Industrial Co., Ltd. (stock
code: 600243) which is listed on the main board of Shanghai Stock Exchange, lJiangnan
Mould & Plastic Technology Co., Ltd (stock code: 00700) which is listed on the main board
of Shenzhen Stock Exchange, Shenzhen Invengo Information Technology Co., Ltd. (stock
code: 002161) and Rendong Holdings Co., Ltd (stock code 002647) which are listed on the
main board of Shenzhen Stock Exchange. Since 2015, Dr. Di has served as the director of
the global executive courses program operated by Tsinghua University School of Economics
and Management (“Tsinghua SEM"”). From 2010 to 2014, he acted as the assistant dean
of Tsinghua SEM, deputy director of the EMBA program of Tsinghua University and financial
assistant professor of Tsinghua SEM from 2001 to 2010. Particularly in the period from 2006
to 2010, he served as the founder of the international EMBA program of Tsinghua SEM, and
the founder of the Chinese EMBA program of the same school from 2001 to 2006.

COMPANY SECRETARY

Mr. Wong Ngan Hung (“Mr. Wong"”), aged 58, is a member of the Hong Kong Institute
of Certified Public Accountants since 1986. He also obtained a master’'s degree in business
administration from University of San Francisco in the United States of America. Mr. Wong has
been working with the Company since 2006 and was appointed as the Company Secretary in
January 2012 and he was appointed as the authorised representative of the Company for the
purposes of the Listing Rules on 13 April 2017.
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The directors of the Company (the “Directors”) have pleasure in presenting their annual report
together with the audited financial statements for the year ended 31 December 2018.

PRINCIPAL ACTIVITIES

The principal activity of the Company continues to be investment holding. The principal activities
of its subsidiaries are principally engaging in property development business, property investments,
management and agency services and hotel operations.

BUSINESS REVIEW

A review of the business of the Group during the year ended 31 December 2018, an analysis of the
Group's performance during the year using financial key performance indicators, a discussion on the
Group's future business development, a description of the principal risks and uncertainties that the
Group may be facing and the particulars of important events affecting the Group that have occurred
since the end of the financial year are contained in the sections (which form part of this report)
headed “Chairman’s Statement” and “Management Discussion and Analysis” in this annual report.

The Company’s environmental policies and performances, a discussion on the Company’s compliance
with the relevant laws and regulations that have a significant impact on the Group and the
Company’s relationship with its employees, customers and suppliers are contained in the section
(which form part of this report) headed “Environmental, Social and Governance Report” in this
annual report.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2018 and the state of the Company's and
the Group's affairs as at that date are set out in the consolidated financial statements on pages 90
to 213. The Directors do not recommend the payment of any dividend in respect of the year ended
31 December 2018.

FINANCIAL SUMMARY

A summary of the results, assets and liabilities of the Group for the past five financial years is set out
on page 214.

SHARE CAPITAL

Details of movement in the share capital of the Company during the year 2018 are set out in note
32(a) to the financial statements.

RESERVES
Details of the movements in reserves of the Group and the Company during the year 2018 are set

out in the consolidated statement of changes in equity and note 39(a) to the financial statements
respectively.
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CHARITABLE DONATION

Total donations contributed by the Group for charitable and other purposes in year under review
amounted to approximately HK$56,000.

DISTRIBUTABLE RESERVES OF THE COMPANY

The Company does not have reserves available for distribution to shareholders as at 31 December
2018.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the Group and the Company during
the year 2018 are set out in note 16 to the financial statements.

PROPERTIES UNDER DEVELOPMENT AND COMPLETED PROPERTIES
HELD-FOR-SALE

Details of properties under development and for sales of the Group for the year 2018 are set out on
pages 6 to 16 of the annual report.

DIRECTORS

The Directors during the year 2018 and up to the date of this report were as follows:
Executive Directors

Mr. Qiu Haibin (Chairman)

Mr. Qin Renzhong (appointed on 29 June 2018)
Mr. Zhang Huagang

Mr. Tang Jian

Mr. Wang Quan (resigned on 29 June 2018)

Non-executive Directors

Ms. Wang Zheng
Mr. Gong Ping
Ms. Jiang Zhengyan

Independent non-executive Directors

Mr. Chow Alexander Yue Nong
Dr. Xu Changsheng

Mr. Ng Man Kung

Mr. How Sze Ming

Dr. Di Ruipeng
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DIRECTORS’ INTERESTS IN SHARES OR DEBENTURES

As at 31 December 2018, the interests and short positions of the directors and chief executive of
the Company in the shares, underlying shares or debentures of the Company and its associated
corporations (within the meaning of Part XV of the Securities and Futures Ordinance (Chapter 571 of
the Laws of Hong Kong) (the “SFO")) as recorded in the register required to be kept by the Company
pursuant to section 352 of the SFO or as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by Directors of Listed Companies, are set out
below:

Number Approximate

of Shares/ percentage of issued

Underlying  Capacity and share capital as at

Name of Director Shares nature of interests 31 December 2018
Mr. Tang Jian 10,000,000(L) Beneficial owner 0.07%

Save as disclosed above, none of the directors or chief executive of the Company had any interest or
short position in any shares, underlying shares or debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) as recorded in the register required to be
kept by the Company pursuant to section 352 of the SFO or as otherwise notified to the Company
and the Stock Exchange pursuant to the Model Code for Securities Transactions by Directors of Listed
Companies as at 31 December 2018.

CHANGES OF INFORMATION IN RESPECT OF DIRECTORS

There was no change to any of the information required to be disclosed in relation to any Director
pursuant to paragraphs (a) to (e) and (g) of rule 13.51(2) of the Listing Rules since the date of the
2018 interim report of the Company.

DIRECTORS’'SERVICE CONTRACTS AND EMOLUMENTS
No Director retiring and eligible for re-election at the forthcoming annual general meeting has
entered into a service contract with the Company which is not determinable by the Group within

one year without payment of compensation other than statutory compensation.

Directors’” emoluments are determined by mutual agreement and prevailing market practice as well
as his contribution to the Group.
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DIRECTORS’ AND SENIOR MANAGEMENT'S EMOLUMENTS

Details of the Directors’ and senior management’s emoluments are set out in note 40 and 11 to the
financial statements. The Group’s general policy on remuneration is to maintain fair and competitive
packages based on industry practice and market conditions. The following factors are considered
when determining the remuneration packages of executive Directors:

o Business needs;

o The Group's results and performance;

o Appraisal of individual contributions to results of the Group;
o Changes in market conditions such as demand and supply.

Furthermore, the Company has adopted a share option scheme as a long term incentive scheme to
all eligible staff of the Group.

PERMITTED INDEMNITY AND DIRECTORS’ LIABILITY INSURANCE

Pursuant to the bye-laws of the Company and subject to the provisions of the Companies Act 1981
of Bermuda, the Directors, company secretary and other officers and every auditor of the Company
shall, among other things, be indemnified out of the assets and profits of the Company from and
against all actions, costs, charges, losses, damages and expenses which they shall or may incur or
sustain by or by reason of any act done, concurred in or omitted in or about the execution of their
duty, or supposed duty, in their respectively offices or trusts, provided that this indemnity shall not
extend to any matter in respect of any wilful negligence, wilful default, fraud, or dishonesty which
may attach to any of said persons.

The Company has arranged for appropriate insurance cover in respect of possible legal actions

against its Directors and officers. The scope of coverage of the insurance is subject to review
annually.
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MANAGEMENT CONTRACT

No contracts, other than employment contracts, concerning the management and administration
of the whole or any substantial part of the business of the Company were entered into or existed
during the year 2018.

SHARE OPTIONS

Details of the share option scheme adopted by the Company are set out in note 32(b) to the
financial statements.

The following table discloses movements in the Company’s share options during the year:

Number of Options
Outstanding Lapsed

at beginning during Outstanding
of year the year  at end of year Exercisable period
Directors 62,000,000 (62,000,000) - 26 October 2015 - 25 October 2018
31,000,000 (31,000,000) - 26 October 2016 - 25 October 2018
31,000,000 (31,000,000) - 26 October 2017 - 25 October 2018

Sub-Total 124,000,000 (124,000,000) -
Employees 435,000,000 (435,000,000) - 26 October 2015 - 25 October 2018
217,500,000 (217,500,000) - 26 October 2016 - 25 October 2018
217,500,000 (217,500,000) - 26 October 2017 - 25 October 2018

Sub-Total 870,000,000 (870,000,000) -
Service suppliers 124,000,000 (124,000,000) - 26 October 2015 - 25 October 2018
62,000,000 (62,000,000) - 26 October 2016 - 25 October 2018
62,000,000 (62,000,000) - 26 October 2017 - 25 October 2018

Sub-Total 248,000,000 (248,000,000) -

Total 1,242,000,000  (1,242,000,000) -
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ARRANGEMENTS TO PURCHASE SHARES OR DEBENTURES

Other than the share option scheme set out in note 32(b) to the financial statements, at no time
during the year 2018 was the Company, its holding company or any of its subsidiaries, a party to any
arrangements to enable the Directors to acquire benefits by means of the acquisition of shares in,
or debentures of, the Company or any other body corporate and neither the Directors nor the chief
executive, nor any of their spouses or children under the age of 18, had any right to subscribe for
the securities of the Company, or had exercised any such right.

DIRECTORS’ AND CONTROLLING SHAREHOLDER'S INTERESTS IN
CONTRACTS OF SIGNIFICANCE

Other than the related party transactions set out in note 35 to the financial statements, no contracts
of significance to which the Company, its holding company or any of its subsidiaries, was a party
and in which a Director or an entity connected with a director had a material interest or to which
a controlling shareholder of the Company or any of its subsidiaries is a party, whether directly or
indirectly, subsisted at the end of the year 2018 or any time during the year 2018.

CONNECTED AND RELATED PARTY TRANSACTIONS

During the year 2018, the Group entered into certain related party transactions which may also
constitute connected transactions under the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”). Details of these transactions are set out below and in note 35 to the
financial statements.

DIRECTORS’ INTEREST IN COMPETING BUSINESS

During the year ended 31 December 2018, none of the Directors had engaged in or had any
interest in any business which competes or is likely to compete, either directly or indirectly, with the
businesses of the Company and/or its subsidiaries and which is required to be disclosed pursuant to
the Listing Rules.
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PERSONS HAVING 5% OR MORE INTERESTS

As at 31 December 2018, the interests or short positions of the persons, other than a director or
chief executive of the Company, 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 were as follows:

Approximate
percentage of

Number the issued

of shares  share capital

interested as at as at

31 December 31 December

Name Nature of interests 2018 2018

Nantong Sanjian Holding (HK) Beneficial owner 4,462,317,519 29.99%
Co., Limited (Note 1) (L)

Nantong Sanjian Holdings Interest in controlled 4,462,317,519 29.99%
Co., Ltd.* (MmB=EER corporation (L)

BRR7A) (Note 1)

Smart Success Capital Ltd. Beneficial owner 2,703,248,481 18.17%
(Note 2) (L)

Cheer Link Global Ltd. (Note 2) Interest in controlled 2,703,248,481 18.17%
corporation (L)

COS Greater China Special Interest in controlled 2,703,248,481 18.17%
Situations Fund, L.P. (Note 2) corporation (L)

China Orient Summit Capital SSF Interest in controlled 2,703,248,481 18.17%
GP Co. Ltd. (Note 2) corporation (L)

China Orient Summit Capital Interest in controlled 2,703,248,481 18.17%
International Co. Ltd. (Note 2) corporation (L)

China Orient Asset Management  Interest in controlled 2,703,248,481 18.17%
(International) Holding Limited corporation (L)

("COAMI") (Note 2)

Wise Leader Assets Ltd. (Note 2) Interest in controlled 2,703,248,481 18.17%
corporation (L)

Dong Yin Development (Holdings) Interest in controlled 2,703,248,481 18.17%

Limited (Note 2)

corporation
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Approximate
percentage of
Number the issued
of shares  share capital
interested as at as at
31 December 31 December
Name Nature of interests 2018 2018
China Orient Asset Management  Interest in controlled 2,703,248,481 18.17%
Co., Ltd. ("COAMC") (Note 2) corporation (L)
China Alliance Properties Limited  Beneficial owner 2,255,335,000 15.16%
(Note 3) (L)
Shanghai Forte Land Co., Ltd Interest in controlled 2,255,335,000 15.16%
(Note 3) corporation (L)
Shanghai Fosun High Technology  Interest in controlled 2,255,335,000 15.16%
(Group) Company Limited corporation (L)
(Note 3)
Fosun International Limited Interest in controlled 2,255,335,000 15.16%
(Note 3) corporation (L)
Fosun Holdings Limited (Note 3) Interest in controlled 2,255,335,000 15.16%
corporation (L
Fosun International Holdings Ltd.  Interest in controlled 2,255,335,000 15.16%
(Note 3) corporation (L)
Guo Guangchang (Note 3) Interest in controlled 2,255,335,000 15.16%
corporation (L
(L) denotes long position
Notes:
1. Nantong Sanjian Holding (HK) Co., Limited was 100% controlled by Nantong Sanjian Holdings Co., Ltd.* (i@ =#
ERABRAT) .
2. COAMC had 100% control of Dong Yin Development (Holdings) Limited, which in turn had 100% control of Wise

Leader Assets Ltd.; Wise Leader Assets Ltd. and Dong Yin Development (Holdings) Limited each had 50% control of
COAMI; COAMI had 40% control of China Orient Summit Capital International Co. Ltd., which in turn had 100%
control of China Orient Summit Capital SSF GP Co. Ltd. China Orient Summit Capital SSF GP Co. Ltd. was the only
general partner of COS Greater China Special Situations Fund, L.P. COS Greater China Special Situations Fund L.P. had
100% control of Cheer Link Global Ltd., which in turn had 100% control of the Smart Success Capital Ltd.

3. Mr. Guo Guangchang had 85.29% control of Fosun International Holdings Ltd., which had 100% control of Fosun
Holdings Limited, which had 70.72% control of Fosun International Limited, which had 100% control of Shanghai
Fosun High Technology (Group) Co., Ltd., which had 100% control of Shanghai Forte Land Co., Ltd., which has 100%
control of China Alliance Properties Limited.

Shanghai Zendai Property Limited |



REPORT OF THE DIRECTORS

Save as disclosed above, as at 31 December 2018, no persons, other than a director or chief
executive of the Company, had interests or short positions in the shares or underlying shares of the
Company as recorded in the register required to be kept by the Company pursuant to section 336 of
the SFO.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the laws of Bermuda.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'’S LISTED
SECURITIES

During the year, neither the Company nor any of its subsidiaries purchased, sold or redeemed any of
the Company’s listed securities during the year.

MAJOR CUSTOMERS AND SUPPLIERS

During the year 2018, the Group’s sales to the five largest customers accounted for 3% of the
Group's turnover for the year, of which the largest customer accounted for 2% of the Group's
turnover for the year. During the year 2018, the aggregate purchases attributable to the Group’s
largest supplier and five largest suppliers accounted for approximately 16% and 44% respectively, of
the Group's total purchases for the year. None of the Directors, their associates or any shareholders
of the Company which to the knowledge of the Directors, own more than 5% of the Company’s
share capital, had any interest in the share capital of any of the five largest customers or suppliers of
the Group.

INDEPENDENCE OF INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has received from each of its independent non-executive Directors an annual
confirmation of his independence pursuant to Rule 3.13 of the Listing Rules and considered that the
independent non-executive Directors to be independent.

COMPLIANCE WITH LAWS AND REGULATIONS

Compliance procedures are in place to ensure adherence to applicable laws, rules and regulations
in particular, those have significant impact on the Group. Our Audit Committee is delegated by
the Board to review of the effectiveness of the system of internal control in respect of, among
other things, compliance controls function of the Group. External compliance and legal advisers
are engaged to ensure transactions and business performed by the Group are within the applicable
law framework. Updates on applicable laws, rules and regulations are brought to the attention of
relevant employees and operation units from time to time. The Board believes that, in the absence
of any evidence to the contrary, the system of internal controls maintained by the Group that was in
place throughout the year and up to the date of this report, is adequate to meet the needs of the
Group in its current business.
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AUDITOR

A resolution will be proposed at the forthcoming annual general meeting of the Company to re-
appoint PricewaterhouseCoopers as auditor of the Company.

SUFFICIENCY OF THE PUBLIC FLOAT

Based on information that in publicly available to the Company and within the knowledge of the
Directors as at 28 March 2019, being the latest practicable date prior to the issue of this report,
there was sufficient public float for the Shares.

On behalf of the Board

Qiu Haibin

Chairman of the Board of Directors
28 March 2019
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CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintain a high standard of corporate governance practices and
procedures to safeguard the interests of the shareholders and enhance the performance of the
Group. The board of Directors (the”Board”) will review and improve the corporate governance
practices from time to time to ensure that the Group is under the leadership of an effective Board to
optimise return for shareholders.

The Company has applied the corporate governance code as set out in Appendix 14 to the Listing
Rules as amended and revised from time to time (the”CG Code"”). For the year under review, the
Company has complied with the CG Code, except for the deviation as disclosed in this report.

DEVIATION FROM CG CODE

Under the code provision A.6.7 of the CG Code, independent non-executive Directors and
other non-executive Directors should attend general meetings of the Company. Due to personal
commitments, the following Directors did not attend the following general meeting:

Ms. Wang Zheng, Mr. Gong Ping, Ms. Jiang Zhengyan, Dr. Xu Changsheng and Dr. Di Ruipeng did
not attend the annual general meeting of the Company held on 28 June 2018.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding 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 contained in Appendix 10 to the Listing Rules (the “Model Code”). Having
made specific enquiry of all Directors, the Directors had complied with the required standard set out
in the Model Code during the year ended 31 December 2018.
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The composition of the Board for the year ended 31 December 2018 was as follows:
Executive Directors

Mr. Qiu Haibin (Chairman)

Mr. Qin Renzhong (appointed on 29 June 2018)
Mr. Zhang Huagang

Mr. Tang Jian

Mr. Wang Quan (resigned on 29 June 2018)

Non-executive Directors

Ms. Wang Zheng
Mr. Gong Ping
Ms. Jiang Zhengyan

Independent non-executive Directors
Mr. Chow Alexander Yue Nong

Dr. Xu Changsheng

Mr. Ng Man Kung

Mr. How Sze Ming

Dr. Di Ruipeng

The term of appointment of non-executive Directors is 2 years.
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CORPORATE GOVERNANCE FUNCTIONS

During the year under review, the Board is responsible for determining the policy for the corporate
governance of the Company performing the corporate governance duties as below:

to develop and review the Group’s policies and practices on corporate governance and make
recommendations;

e  to review and monitor the training and continuous professional development of the directors
and senior management;

e to review and monitor the Group’s policies and practices on compliance with all legal and
regulatory requirements (where applicable);

e 1o develop, review and monitor the code of conduct and compliance manual (if any) applicable
to employees and directors of the Group; and

e to review the Group's compliance with the CG Code and disclosure requirements in the
corporate governance report.

ATTENDANCE RECORD OF DIRECTORS AND COMMITTEE MEMBERS

Number of meetings attended/
total number of meetings

Remuneration Nomination Audit Annual

Board Committee Committee Committee General

Name of directors Meeting Meeting Meeting Meeting Meeting

Mr. Qiu Haibin (Chairman) 8/8 0/1 1”1 - 01

Mr. Qin Renzhong (Note 1) 13 - - - -

Mr. Wang Quan (Note 2) 0/5 - - - 01
Mr. Zhang Huagang

(Chief Executive Officer) 8/8 - - - 111

Mr. Tang Jian (Senior Vice President) 8/8 - - - 111

Ms. Wang Zheng 1/8 - - - 0/1
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Number of meetings attended/
total number of meetings

Remuneration Nomination Audit Annual

Board Committee Committee Committee General

Name of directors Meeting Meeting Meeting Meeting Meeting
Mr. Gong Ping 1/8 - - - 0/1
Ms. Jiang Zhengyan 7/8 - - - 0/1
Mr. Chow Alexander Yue Nong 7/8 1”1 1”1 212 "
Dr. Xu Changsheng 8/8 - - - 0/1
Mr. Ng Man Kung 8/8 1”1 1”1 212 "
Mr. How Sze Ming 6/8 1”1 - 212 "
Dr. Di Ruipeng 5/8 1”1 1”1 212 0/1

Note 1: appointed on 29 June 2018
Note 2: resigned on 29 June 2018

The Board was responsible for making overall strategic decisions, financial matters and equity related
transactions such as acquisitions. The management will handle and execute the decisions made by
the Board and oversee the day-to-day management of the Group under the supervision of the chief
executive officer of the Company.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The Chairman of the Company is Mr. Qiu Haibin and the chief executive officer of the Company is
Mr. Zhang Huagang. The roles of the chairman and chief executive officer are segregated and are
not exercised by the same individual. The chairman was responsible for overseeing the management
of the Board whereas the chief executive officer was responsible for overseeing the day-to-day
management of the Group’s business and the implementation of the policies decided by the Board.
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DIRECTORS’ TRAINING

All Directors are encouraged to participate in continuous professional development to develop and
refresh their knowledge and skills. During the year, the Directors and senior management staff
attended various training in the form of seminar and reading materials. According to the records
provided by the Directors, they received relevant training in 2018,

REMUNERATION COMMITTEE
Members of the Remuneration Committee are as follows:

Independent non-executive Directors: Mr. Chow Alexander Yue Nong (Chairman)
Mr. Ng Man Kung
Mr. How Sze Ming
Dr. Di Ruipeng

Executive Directors: Mr. Qiu Haibin

The Remuneration Committee is responsible for making recommendations on the Company’s policy
and structure on the remuneration of all Directors and senior management of the Company for
approval by the Board, assessing performance of executive Directors and approving the terms of
executive Directors’ service contracts. During the year, the Remuneration Committee met for one
time to discuss and review, inter alia, the remuneration policy for Directors and senior management
of the Company, to make the recommendations for the directors and senior management'’s
remuneration. The attendance records of each Director are set out in the section “ATTENDANCE
RECORD OF DIRECTORS AND COMMITTEE MEMBERS".
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NOMINATION COMMITTEE

Members of the Nomination Committee are as follows:

Independent non-executive Directors: Mr. Chow Alexander Yue Nong
Mr. Ng Man Kung
Dr. Di Ruipeng

Executive Directors: Mr. Qiu Haibin (Chairman)

The Nomination Committee was established in March 2012 with specific terms of reference in
accordance with the CG Code. The Nomination Committee is responsible to review the structure,
size and composition of the Board and make recommendations on any proposed changes to
the Board to complement the Company’s corporate strategy. It shall consider the suitability of a
candidate to act as a Director on the basis of the candidate’s qualification, experience, integrity
and potential contribution to the Company, and assess the independence of Independent Non-
executive Directors taking into account the independence requirements set out in Rule 3.13 of the
Listing Rules. The Nomination Committee is also responsible for reviewing the board diversity policy
(the “Board Diversity Policy”) of the Company regularly (including any measurable objectives that
the Board has set for implementing the Board Diversity Policy and the progress on achieving those
objectives). The Board Diversity Policy sets out a clear objective and provides that the Company
should endeavour to ensure that its Board members have the appropriate balance of skills,
experience and diversity of perspectives that are required to support the execution of its business
strategy and in order for the Board to be effective. During the year under review, one meeting was
held to make recommendation to the board of directors of the Company. The attendance records of
each Director are set out in the section “ATTENDANCE RECORD OF DIRECTORS AND COMMITTEE
MEMBERS".

In order to achieve the purpose of the diversity of the Board, the Nomination Committee has
following selection criteria for Directors:

- to select candidates with objective criteria, taking into account comprehensive factors like the
gender, age, culture, educational background as well as professional experience of the Board

members;

- to select candidates for Directors according to the business characteristics and future
development needs of the Company.

During the reporting period, members of the Nomination Committee had studied the nomination
standards and procedures for the Directors and senior management of the Company.
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AUDIT COMMITTEE
Members of the Audit Committee are as follows:

Independent non-executive Directors: Mr. How Sze Ming (Chairman)
Mr. Chow Alexander Yue Nong
Mr. Ng Man Kung
Dr. Di Ruipeng

The Audit Committee’s duties were, among others, to review adequacy of the Company’s policies
and procedures regarding internal controls and risk management systems, to review the relationship
between the Company and its auditors and to review the Group’s financial statements. During the
year ended 31 December 2018, the Audit Committee held two meetings. The attendance records of
each Director are set out in the section “ATTENDANCE RECORD OF DIRECTORS AND COMMITTEE
MEMBERS”. During the aforesaid meetings, members of the Audit Committee reviewed the financial
statements of the Group for the year ended 31 December 2017 and for the six months ended 30
June 2018 and the accounting principles and practices adopted by the Group. The Audit Committee
has reviewed the auditor’s independence and objectivity and the effectiveness of the auditor’s audit
process. The Audit Committee also conducted its annual review of the adequacy and effectiveness of
the Company'’s risk management and internal control systems and external audit and internal audit
function. The Company’s annual results for the year ended 31 December 2018 has been reviewed by
the audit committee of the Company.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board acknowledges that it is responsible for the risk management and internal control systems
and reviewing their effectiveness. The risk management and internal control systems 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.

The Board is responsible for evaluating and determining nature and extent of risks it is willing to
take in achieving the strategic objectives; ensuring establishment and maintenance of effective
risk management and internal control systems; and overseeing management in the design,
implementation and monitoring of the risk management and internal control systems.
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Risk Management
Main Features of the Risk Management System

The risk management system of the Group consists of the following elements: strategy, risk
governance structure, roles and responsibility of each level of management, policy and procedures
and risk management process.

The roles and responsibilities of all level of management in the risk governance structure

The Board:

o Ensure that the Group establishes and maintains appropriate and effective risk management
and internal control systems, and review their effectiveness at least once a year; Oversee
management in the design, implementation and monitoring of the risk management and
internal control systems.

Risk management Team:
o The Risk Management Team facilitates and supports business units in carrying out risk
management procedures;

o Periodically reports to the Board for the risk assessment result;
o Provide recommendations to enhance the control measure to mitigate the key risks;
o Promote the risk management culture.

Business Unit/functional management:

o Identify, evaluate and manage the risks that may potentially impact the major processes of the
operations;
o Monitor risks and take measures to mitigate risks.
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Process Used to Identify, Evaluate and Manage Significant Risks

A robust risk management process is developed to identify, evaluate and manage significant risks.
The risk management procedures include the following 4 steps:

Step 1: Project mobilization — Form a project team and kick off the project.
Step 2: Risk identification — Identify the risks on the Company level and its subsidiaries level.

Step 3: Risk analysis — Analyze the identified risks from two dimensions: potential impact and
likelihood of occurrence; prioritize key risks and confirm top risks. Select an appropriate risk strategy
for the identified risks and develop the relevant risk measures to mitigate the key risks.

Step 4: Risk reporting — Consolidate the results from the risk assessment; establish detailed action
plan and report to the Risk Management Team and the Audit Committee.

INTERNAL CONTROL
Main Features of the Internal Control System

The Group has established internal control system which is referencing with Committee of
Sponsoring Organizations of the Treadway Commission (COSO) internal control framework. Our
internal control system consisted of 17 principles and 5 elements, e.g. control environment, risk
assessment, control activities, information and communication, and monitoring.

Internal Audit Department

The Group established internal audit department. The internal audit department conducts audits in
accordance with a risk-based annual audit plan. The internal audit reports, along with the key audit
findings prepared by the internal audit department, were reported to the Audit Committee and the
Board on a regular basis. Management are obligated to address internal control deficiencies and the
relevant recommendations proposed by the internal audit department in a timely manner to enhance
the Group’s internal control system.
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Inside Information

The Group has its internal procedures in place for the handling of inside information in accordance
with the Listing Rules as follows:

(1) Designated officers and employees of the Group are responsible for monitoring business
developments and events of the Group to ensure that any potential inside information is
promptly identified.

(2) If potential inside information is identified, it is reported to the company secretary of the
Company who will then consider, following consultation with external financial or legal adviser
if necessary or appropriate, whether the relevant information should be treated as inside
information and whether an announcement is required or, where necessary, refer the matter to
the Board for its decision.

(3) Record of any meeting and discussion concerning the evaluation of whether certain
information constitutes inside information or not will be maintained.

(4)  Relevant team members are frequently reminded of the need to preserve confidentiality
before inside information is disclosed publicly and to ensure that appropriate non-disclosure
agreements are put in place before the Group enters into significant negotiations.

(5) If certain information is determined to be inside information, it will first be disclosed by way
of an announcement on the website of the Stock Exchange before it is released in other
channels.

Reviews on Risk Management and Internal Control Systems

The Board, through the Audit Committee, has annually reviewed the effectiveness of the Group's
risk management and internal control systems by conducting a series of reviews, including annual
risk assessment conducted by third party consultant, management’s assessment over internal
control system and the internal audits conducted by internal audit department. The Board therefore
considers that the Group’s risk management and internal control systems are effective as at 31
December 2018, despite of identifying areas for improvement.

The board has also reviewed the adequacy of resources, including staff qualifications and experience,

training programmes and budget of its accounting, internal audit and financial reporting functions,
and are satisfied with the results.
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DIRECTORS'RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

The Directors acknowledge their responsibility for preparing the financial statements of the Group
contained herein. The reporting responsibilities of PricewaterhouseCoopers, the auditor of the
Company, are stated in the auditor’s report on pages 84 to 89 of this report. There are no material
uncertainties relating to events or conditions that may cast significant doubt on the Group's ability to
continue as a going concern. There is no disagreement between the Board and the Audit Committee
regarding the selection, appointment, resignation or dismissal of the external auditor.

AUDITOR’S REMUNERATION

As regards annual audit service provided to the Company, the remuneration of HK$2,080,000 made
to the auditors was assessed according to the complexity, time required and prevailing market
conditions. During the year ended 31 December 2018, the Group had engaged its auditor to provide
services to the Company in respect of the interim review of the Company’s results for the 6 months
ended 30 June 2018. The fee paid for such service was HK$800,000. The auditor also provided
other services mainly in relation to the Company’s internal audit consultant services and subsidiaries’
reporting services. The fees for these services were HK$1,005,000.

DIVIDEND POLICY

Any declaration of dividends will depend upon a number of factors including our earnings and
financial condition, operating requirements, capital requirements and any other conditions that our
Directors may deem relevant and will be subject to the approval of our shareholders. There is no
assurance that dividends of any amount will be declared or distributed in any given year.

COMPANY SECRETARY

The Company Secretary is a full time employee of the Company and has day-to-day knowledge
of the Company's affairs. The Company Secretary reports to the Chairman of the Board and is
responsible for advising the Board on governance matters. For the year under review, the Company
Secretary has confirmed that he has taken no less than 15 hours of relevant professional training.

SHAREHOLDERS’ RIGHTS AND INVESTOR RELATIONS
The Company shall, for the purpose to keep its shareholders duly informed of their rights, publish
from time to time the updated bye-laws of the Company in a consolidated form on the Company'’s

website and the Stock Exchange’s website.

The Group establishes communications with shareholders through the publication of
announcements, notices, and circulars, interim and annual reports and in the Company’s website.
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According to the bye-laws of the Company, shareholders, holding at the date of deposit of the
requisition not less than one-tenth of the paid up capital of the Company carrying the right to
vote at general meetings of the Company, can by written requisition to the Board or the Company
Secretary (see below for contact details) to request to convene a special general meeting for the
transaction of any business specified in such requisition. Any general meeting at which the passing
of a special resolution is to be considered shall be called by not less than 21 clear days' notice,
whilst others may be called by not less than 14 clear days' notice. The chairman of any general
meetings ensures that the shareholders are informed of the procedure for demanding a poll by way
of explaining the same during the general meetings. The chairman of general meetings also ensures
compliance with the requirements about voting by poll contained in the Listing Rules and the bye-
laws of the Company.

Shareholders may put forward proposals to be considered at general meetings of the Company by
convening a special general meeting under the procedure set out above.

In order to maintain an on-going dialogue with shareholders, shareholders are encouraged to
attend annual general meeting of the Company at which Board members and Board committees are
available to answer questions related to the Group’s business.

Shareholders, investors and the media can make enquiries to the Board through the following
means:

Telephone number: +852-38977778

By post: Unit 6508, 65/F, Central Plaza, 18 Harbour Road, Wanchai, Hong Kong
Attention: Company Secretary

By email: nhwong@zendaiproperty.com
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FOREWORD

Shanghai Zendai Property Limited is a famous enterprise in the real estate industry in the
People’s Republic of China (the “PRC"), which is principally engaged in the development of
residential and commercial properties in Shanghai. Shanghai Zendai Property Limited (the
“Company” and its subsidiaries, collectively the “Group”) proactively fulfills its environmental
and social responsibilities.

The Group pays great efforts in environmental protection and social responsibility. The Group
has much confidence in and is committed to becoming an environmental-friendly and reliable
enterprise in terms of sustainable development. In this regard, the Group never stops seeking
new business model and way of operation to address the challenges relating to the global
climate change.

The Group is honored to present the environmental, social and governance report (the "ESG
Report”) to give a picture of the measures taken for sustainable development and the Group’s
performance in the financial year of 2018 (as at 31 December 2018, the “FY2018"). The ESG
report is prepared in accordance with the Appendix 27 Environmental, Social and Governance
Reporting Guide to the Rules Governing the Listing of Securities of the Stock Exchange of
Hong Kong Limited. For the purpose to present an environmental, social and governance
report of international recognition, references are made to the Recommendations of the Task
Force on Climate-related Financial Disclosures, therefore making the report more complete,
internationally compatible and comparable with peers.

BOARD ENGAGEMENT

The Group has put in place internal policies to create sustainable value for stakeholders
and minimize the negative impact on environment. In order to consistently implement the
sustainable development strategy from top to bottom, the Board ensures the efficiency of the
environmental, social and governance policies as published by the Group and is fully liable
therefor.

In order to thoroughly implement the sustainable development strategy, the Group has set
up a professional team for management of environmental, social and governance (“ESG")
matters. The Group has established the strategy for sustainable development to create
sustainable value and continuously lower the effects of the Group on environment. Designated
employees are assigned to enforce and supervise the implementation of relevant policies.
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With foresighted strategy and well-designed action plan to address the potential ESG issues,
the management and responsible team are also committed to making on-going review and
adjustment of the Group's sustainable development strategy to meet the ever-changing
needs of its stakeholders. By establishing the liability retroact system, the Group is committed
to improving the performance of its ESG management, while maintaining its industrial
competitiveness.

SUSTAINABLE DEVELOPMENT

GOVERNANCE STRUCTURE

, Top-down: Decision-making and leadership .

E

. Down-top: Experience and feedback K

THE PERIOD COVERED BY THE REPORT AND THE REPORT'S
CONTENT

The scope of operations covered by the Report includes the Group's property development
business, property management business, hotel operations and head office in Hong Kong. The
period covered by the Report is the FY2018 from 1 January 2018 to 31 December 2018. The
report is prepared in both Chinese and English and will be published together with the annual
report on the website of the Group www.zendaiproperty.com.
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IV. STAKEHOLDER ENGAGEMENT

Effective communication with internal and external stakeholders is deemed critical to the
Group, through which, the Group is able to not only pass on its determination to create long-
term value for its stakeholders, but also better understand the topics of its stakeholders’
concern. The Group is committed to reviewing and adjusting its sustainable development
policies on a regular basis to satisfy the ever-changing needs of its stakeholders.

In order to enhance its sustainable development measures and performance as well as to
increase the stakeholders” ESG and sustainable development awareness, the Group made great
efforts in engaging both internal and external stakeholders. To realize the Group’s objectives
in terms of sustainable development and results, the Group highly values the opinions from
internal and external stakeholders. While proactively collecting feedback from stakeholders,
the Group has established and maintained mutual trust and support with stakeholders. The
contact between the Group and stakeholders is achieved through the communication channels
as set out in the table below.

Category of

Stakeholders Expectations and Care Communication Channels
Governments and — Compliance with laws and — Compliance with local laws and
Management regulations regulations
Authorities — Support for economic — Payment report and tax
development
— Taxation
Shareholders — Return on investment — Corporate reports and
— Corporate governance announcements
— Business compliance — General Meetings

— Official Website

Employees — Compensation and benefits for— Assessment of employee
employees performance
— Occupational development — Meetings and trainings
— Healthy and safe working — Email, notice to the Board,
environment hotline, care management
campaigns
Customers — High quality products and — Customer satisfaction survey
services — Face-to-face meetings and field
— Guarantee customers’ rights interviews
— Customer service hotline and
email
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Category of

Stakeholders Expectations and Care Communication Channels
Suppliers — Fair and public purchase — Public bid
— Win-win cooperation — Satisfaction evaluation of
supporters
— Face-to-face meetings and field
interviews

— Industry seminars

Public — Engagement in community — Media conference and
— Business compliance response to query
— Awareness of environmental - Public welfare campaigns
protection — Face-to-face interviews

Materiality Assessment

As the Group's ESG risks vary on different sectors and dependent on the specific business
models adopted by the Company, the Group conducts annual survey with stakeholders’
engagement to identify and understand stakeholders’ major concerns about and materials
interests in the Group's ESG Report. In FY2018, the Group entrusted a third party to conduct
the survey of materiality assessment with stakeholders’ engagement, which ensures the
accuracy and independency of the survey. Based

on stakeholders’ influence and reliance on
the Group, the Group chooses internal
and external stakeholders for survey of
materiality assessment. The chosen
stakeholders express opinions and
propose concerns on sustainable
development by way of online
survey. Through the survey,
the Group selects topics on
sustainability of vital importance
to stakeholders and the Group.
The survey results of materiality
assessment are shown in the
figure below.
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The Group has built a significance analysis matrix and sorted 29 topics on sustainable
development accordingly. For the purpose of the report, the Group considers prevention of
bribery, extortion, fraud and money laundering, anti-corruption policies and whistleblowing
procedures, emissions of air pollutants and greenhouse gases, occupational health and safety
as topics of vital importance to its stakeholders and the Group. The survey facilitates the
Group to prioritize the topics in relation to its sustainable development and elaborate the
same herein, to meet the expectations of stakeholders. In addition, the Group also made a
survey of the views of its stakeholders on the United Nations Sustainable Development Goals,
based on which, the Group sets the direction for its future ESG work. On the basis of the
survey, the Group identified that Goal 7 (affordable and clean energy) are the sustainable
development goals about which it stakeholders are most concerned in FY2018.

Energy is a common concern of the world and
is at the heart of almost all major challenges
and opportunities. To build a more sustainable
and inclusive community and enhance its ability
to deal with environmental problems such as
climate change, it is particularly important
to take advantage of the new economic and
employment opportunities while focusing on
energy availability, improving energy efficiency
and increasing the use of renewable energies.
We need to obtain more clean energies and
develop relevant technologies, and maintain
our efforts to incorporate renewable energies
into the end applications of construction,
transportation and industry.

Feedback from Stakeholders

The Group is in continuous pursuit of excellence and readers are welcome to share your valuable
opinions with the Group on the Group’s official website http://www.zendaiproperty.com.
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ENVIRONMENTAL

As a famous property development and management company in China, the Group is well
aware of the impact of its environmental performance on the public. In FY2018, the Group
strictly complied with relevant environmental laws and regulations of the PRC including but
not limited to the Environmental Protection Law of the PRC ( {FF#E A R LM BEIIRIBIREL) ),
the Law of the PRC on Environmental Impact Assessment ( (P ZE AR EMBEIRIFTZETE
3% ), the Law of the PRC on Water Pollution Prevention and Control ( {fF I A B £ R K 5
ZB5a7%) ), and the Law of the PRC on Prevention and Control of Solid Waste Pollution (
= ARHEAME B REYSRIREDRE) ).

The section mainly discloses the Group's emissions in FY2018 as well as policies and practices
in relation to use of resources and environment and natural resources.

1. Emissions

In FY2018, the Group is not aware of any violation of the laws and regulations
relating to, among others, emissions of waste and greenhouse gases, water and land
contamination, and discharge of hazardous and non-hazardous wastes which would
have great influence on the Group. The environmental policy of the Group includes
control of the Group's energy consumption and use of more environment friendly clean
energy to reduce the impact of the Group’s emission on the environment.

In FY2018, the Group’s aggregate emissions of waste gases were 1.5kg sulfur oxides
("SOx") and 31.9kg nitrogen oxides ("NOx"). The Group’s total emission of greenhouse
gases was 29,186.7t COze with the intensity of 24.2t COze per person. Thanks to our
vigorous enforcement of the energy-conservation polices within the Group, the air and
greenhouse gas emissions of the Group decreased from the previous year.

The Group did not generate any hazardous waste and only generated 313,341 m? non-
hazardous waste water and 18,320t non-hazardous solid wastes The intensity of wastes
was 260.0 m? waste water per person and 15.2t solid wastes per person, respectively.
Table 1 summarizes the Group's total emissions in the FY2018.

Property Development Business
The emissions of this business mainly include production waste water, construction

waste, solid dust and noise. Apart from that, there are no other poisonous and
hazardous gases.
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Waste Gases

The waste gases from the business are mainly from the energy consumption by
the automobile used in daily operation. Gasoline is used as the power source of
automobiles. The waste gases generated mainly include, among others, sulfur oxides
and nitrogen oxides. In order to reduce emission of waste gases, it is encouraged at the
Group to use liquefied natural gas as the power source of automobiles. This initiative
significantly reduces the emission of waste gases. Liquefied natural gas will be further
promoted at the Group to replace gasoline and diesel to reduce waste gas emission.
Furthermore, the Group makes regular maintenance of equipments to prevent any gas
leakage. For details of the waste gas emissions, please refer to Table 1.

Greenhouse Gases

Greenhouse gases are mainly from the indirect CO2 emissions generated by the
electricity consumed and the CO: emissions generated by automobile exhausts.
The Group adopts the concept of energy conservation and emission reduction in
operation management of hardware facilities and also calls on all employees to “take
the initiative” in energy conservation and emission reduction in daily life, to make
contributions to reduction of carbon emission. Details are shown in table 1. As the
greenhouse gas emissions are closely related to the use of electricity and energy, the
Group has taken electricity and energy conservation measures to reduce the electricity
use in its daily operation, which will be further described in the paragraphs headed
“Use of Electricity” and "Use of Energy” respectively under the section titled “Use of
Resources”.

Waste Water

The Group’s waste water is mainly from the domestic waste water generated by our
employees in daily operation, the industrial waste water generated in the property
development and the waste water generated in the hotel operation. Among them,
the domestic waste water is directly discharged into the local sewage treatment plant
through the municipal drainage pipelines. The oily waste water from dining rooms shall
be subject to removal of oil and residue by filter before discharge into the municipal
sewage pipelines. The industrial sewage generated from construction is precipitated
in sedimentation basin before recycling. In order to prevent discharge of muddy water
out of construction site, a muddy water treatment device is established in the discharge
system to reduce discharge of muddy water. To save water, the Group has taken water-
saving measures to reduce the discharge of waste water, details of which will be
described in the paragraph headed "Use of Water” under the section titled “Use of
Resources”.
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Solid Wastes

The solid wastes generated by the Group include the non-hazardous solid wastes
generated in its operation and the domestic solid wastes generated by its employees in
its daily life. The office and domestic solid wastes generated by employees are put into
the waste bins placed by local government, which will be collected and treated by the
environmental sanitation department of the government. The Group has set discharge-
reduction objectives for its logistics operation and adopted garbage classification
practices in its daily operation to recycle the recyclable solid wastes on a regular basis.

Dust and Noise

The business generates dust and noise in construction. As the amount of dust generated
is beyond measurement, no specific value is provided in the ESG Report. In order to
reduce the effects of dust generated in construction on surrounding environment,
a series of measures have been taken for the business including establishment of a
car wash compartment at the exit to construction site to prevent vehicles taking dust
and sludge out of the construction site, installation of pressurized atomization and
dust removal devices along the main roads of construction site, erection of enclosure
facilities of less than 1.8m surrounding the construction site during construction, use
of sealed equipment for transportation of dust, and daily wash of ground or watering,
to clean dust and prevent accumulation of sludge. In order to reduce noise generated
in construction, for the business, low-noise machinery and equipment or soundproof or
sound muffling equipment are used to replace traditional equipment and it is prevented
to conduct operations using high-noise equipment at noon and night.

Hotel Operations

The emissions generated by the business are mainly domestic wastewater, domestic
waste and air emissions generated in daily operations.

Waste and Greenhouse Gases

The air emissions of the business are mainly from combustion of natural gas in kitchen.
The indirect emissions of greenhouse gasses are mainly relating to the use of electricity.
Therefore, the air emissions of the business mainly include carbon dioxide and nitrogen
oxides.

Waste Water and Waste Oil

The domestic waste water generated by the business is directly discharged into the local
sewage treatment plant via the municipal sewage pipes. For the waste oil generated
by kitchen, the Group has taken measures for classified storage and entrusted an
outsourcing company specialized in treatment of oily wastes for regular collection and
treatment.
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Solid Wastes

Kitchen garbage and domestic waste generated by customers represent the major
solid wastes of the business. Therefore, a garbage chamber is set for the business
for classified collection of garbage and a company specialized in garbage treatment
is engaged to be responsible for sorting and collection of daily operation garbage of
hotels. Meanwhile, a garbage management system is also set up for the business to
reduce the generation of garbage and employees are urged to fully utilize resources and
reduce waste. In order to minimize the generation of solid wastes, proactive efforts are
exerted to recycle recyclable soap, tissues, packaging materials and other consumables,
and disposable slippers and disposable bath supplies are no longer provided to
customers.

Property Management Business and Office
Waste and Greenhouse Gases

The waste gases discharged by the business are mainly from exhaust generated by use
of automobiles in daily operation and mainly include sulfur oxides and nitrogen oxides.
The greenhouse gases emissions of the business mainly originate from the indirect
carbon dioxide emissions generated by use of electricity and carbon dioxide emissions
in automobile exhaust. As the emissions of greenhouse gases are closely related to the
use of electricity, the Group has set up electricity saving measures to reduce the use of
electricity in daily operations, and given further elaboration in the paragraphs headed
“Use of Electricity” and “Use of Energy” under the section titled “Use of Resources”.

Waste Water

The domestic waste water generated by employees for the business is delivered to the
sewage treatment plant via municipal drainage pipelines. In order to save water, the
Group has adopted water saving measures to reduce the discharge of waste water.
During the year under review, the Group proactively promoted water-saving practice
among the residents within its property management areas to reduce the use of
domestic water and hence reduce the discharge of waste water. Detailed introduction is
further set out in the paragraph headed “Use of Water” under the section titled “Use of
Resources”.

Shanghai Zendai Property Limited |



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

Solid Wastes

The solid wastes generated in the business are domestic solid wastes produced by
employees in daily life. The treatment method for solid wastes is uniform placement of
unrecyclable office and domestic waste produced by employees in the dustbins set by
local government and collective collection and treatment by environmental sanitation
department of the government. The recyclable garbage will be reused.

Table 1. Total Emissions of the Group in FY2018

Intensity
Scope Indicators Unit Emission (Per person)
waste gas Sulfur Oxides (SOx) kg 1.5 -
emissions Nitrogen Oxides (NOx) kg 31.9 -
Greenhouse gas  Direct greenhouse gas emissions  tCOse 238.4 0.2
emissions (scope 1)
Indirect greenhouse gas emissions  tCOze 28,771.6 239
generated by energy (scope 2)
Other indirect greenhouse gas tCOze 176.7 0.1
emissions (scope 3)
Total greenhouse gas emissions tCO2e 29,186.7 24.2
(scopes 1, 2 and 3)
non-hazardous  \Waste water m? 313,341.0 260.0
wastes Solid wastes Tonne 18,320 15.2
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Use of Resources

The resources used by the Group in FY2018 were mainly electricity, gasoline, natural
gas, water and paper as well as hotel daily necessities for hotel operations and building
materials for property development, details of which are summarized in table 2. In
addition to the above, the Group also uses a small amount of diesel for its emergency
generator of the building. As the diesel for standby use was minimal, the Group did not
record the date of use amount. With regard to its hotel operations, the environmental
protection guidance has been put in place in relation to diet and room, with a view to
reduce the consumption of lighting, heating, fuel oil, electricity and water.

Use of Electricity

The total electricity consumption of the Group in FY2018 was 40,011,637.0 kWh
with the intensity equivalent to 33,218 kWh per person, which decreased from the
previous year. The Group strictly complies with the energy saving policy of the Group
and provides regular education on energy conservation and emission reduction for
employees. With the decrease in electricity consumption of the Group, the indirect
greenhouse gas emissions caused by use of electricity also decreases accordingly.

The Group’s power consumption is from the normal operation of offices and
construction sites. To ensure effective use of electricity, the Group has adopted the
following practices:

. Turn off unused lighting and air conditioning systems;

o Display posters which state “Save electricity, turn off lights before leave” at
conspicuous positions;

o Maintain the service temperature of air conditioners at a constant temperature;

] Turn off computers after the end of a workday;

. Use sound-control electric lights in staircases;

o Turn off the photocopiers, facsimile machines, computers and lights by the

employee who leaves the office last;
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] Replace traditional bulbs with a high power consumption with energy-efficient
lights;

. Install light curtains which could maintain the effects of the air-conditioner,

o Display energy-conservation warnings in the hotel lobby and living room;

o Regularly clean office equipment (e.g. refrigerator, air conditioner, paper shredder,

etc.) to maintain effective operation;

o Request employees to strictly follow the principle of electricity saving in daily
work.

With regard to the property development operations, the Group is committed to good
maintenance of equipments to reduce the relevant energy consumption. In addition,
with respect to its property management operations, the energy-saving lightings for the
garages were renovated during the year under review with a hope to reduce the use of
electricity.

Use of Water

There were no issues for the Group in sourcing water. We encourage employees to
save water in daily work. In the FY2018, the Group’s total water consumption was
524,101 m? with the intensity equivalent to 435.0 m? per person. In order to enhance
the utilization efficiency of water resources, the Group has included the following
measures in its internal regulatory policy:

o Display labels “Save water resources” at conspicuous positions;

o Provide water conservation education for employees;

. Use water-efficient sanitary fittings;

o Control the hydraulic pressure to lower the speed of water flow in the pipes;

o Conduct repair for water supply system in a timely manner to prevent water
leakage;

] Put more efforts in inspection and repair of water faucets, water pipes and water

storing facilities;
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. Reasonable reduce the use of water for toilet flushing;

o Perform regular leakage prevention test for faucets and gaskets and test water
supply system to prevent other failures;

o Request employees to strictly follow the principle of water conservation in daily
work.

Use of Energy

The energy used by the Group in the FY2018 includes gasoline and natural gas. The
Group encourages energy saving through simple measures including sufficient utilization
of transportation, proactive encouragement of employees to take public transport
means to go on and off duty and use of new energy vehicles to replace traditional fuel
vehicles. Natural gas is mainly used by the catering business of hotels. In the FY2018,
the Group consumed 100,737.0 litres of gasoline and 931,423.0 m? of natural gas with
intensity of 84.0 litres per person and 773.0 m? per person, respectively.

Raw Materials and Packaging Materials

The main raw materials used by the Group in the FY2018 include paper, towels, one-
off wash supplies, stone materials and steel products, and the packaging materials used
are plastic bags and cartons. To reduce the consumption of raw materials and packaging
materials, the Group proactively promotes the practice of environmental protection
services, popularizes measures for “sustainable development” and stresses purchase
and recycling of environment-friendly products. Meanwhile, in order to reduce paper
consumption, the Group has taken the following measures:

o Prioritize duplex printing;

o Use one-side paper as scratch paper/printing paper;

o Use email to reduce consumption of facsimile transmission paper;

] Use paperless meeting system;

o Shifting the existing “Use-Scrap” mode to the “Use-Recycle” mode where the

used one-side paper and the used two-side paper are well placed separately from
each other to facilitate the recycle and reuse.
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Table 2. Total Amount of Resources Used by the Group in the FY2018

Intensity

Category Resources Unit Amount (Per person)
Energy Gasoline Litre 100,737.0 84.0
Natural gas m? 931,423.0 773.0

Electricity kWh 40,011,637.0 33,218.0
Water m? 524,101.0 435.0
Raw materials Towel Tonne 8.0 -
one-off wash supplies Tonne 25.0 -

paper kg 81,425.0 68.0

stone materials Tonne 4.0 -

steel products Tonne 6.0 -

Packaging plastic bags Piece 132,080.0 110.0
materials cartons Piece 13,704.0 11.0

Environment and Natural Resources

Given the nature of its operations, the Group’s effects on environment concentrated
on greenhouse gases emissions and, apart from this, there were no other issues which
would have relatively material effects on the environment.

In hotel operations, the Group proactively advocates the concept of “sustainable
development” to guests to avoid the consumption of shark fin and endangered
species. In property management operations, electrical patrolling vehicles are adopted
for protection of order, which could reduce the use of fossil energy. Additional
environmental-friendly oil separation tanks are installed, which are subject to regular
maintenance for a good operation. The Group proactively takes environmental
protection measures including enhancement of green proportion in landscape of hotels
and property development, reduction of rigid pavement and stone materials, and
installation of energy conservation and emission reduction monitoring and management
facilities and equipment at Thumb Plaza.

In FY2018, the Group had no occurrence of events such as natural gas leakage which
could have relatively material impact on the environment.
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VI. SOCIAL

Employment and Labour Practices

1. Employment

The Group treasures talents and deems talents as its most valuable assets and the
key to the Group’s success and maintenance of sustainable development. The Group
will continuously provide a platform for its employees’ career development and
enhancement of their quality.

The human resources policy of the Group is in strict compliance with the employment
laws and regulations of the PRC, which mainly includes:

Employment Ordinance (Cap. 57 of the laws of Hong Kong);
Employees’ Compensation Ordinance (Cap. 282 of the laws of Hong Kong);
Minimum Wage Ordinance (Cap. 608 of the laws of Hong Kong);

Mandatory Provident Fund Schemes Ordinance (Cap. 485 of the laws of Hong
Kong);

Disability Discrimination Ordinance (Cap. 487 of the laws of Hong Kong) :
Race Discrimination Ordinance (Cap. 602 of the laws of Hong Kong) :
Sex Discrimination Ordinance (Cap. 480 of the laws of Hong Kong) :

The Labour Law of the PRC;

The Employment Promotion Law of the PRC;

The Provision on Minimum Wage;

The Labour Contract Law of the PRC;

The Social Insurance Law of the PRC.
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The Group also complies with the relevant laws and regulations relating to social
insurance in the PRC and the mandatory provident fund in Hong Kong and purchases
five national statutory social insurances including basic endowment insurance,
basic medical insurance, employment injury insurance, maternity insurance and
unemployment insurance, and housing fund for the employees in Mainland China and
make contributions to the mandatory provident fund for its employees in Hong Kong.
The human resources departments of the Group and its subsidiaries regularly review and
update relevant group policies in accordance with the latest laws and regulations.

As the employment of talents is crucial to future business development, the Group
solicits excellent talents with competitive and fair remuneration and benefit relying on
various channels including the Internet, institutional recruitment seminar, and agency.
The Group has formulated the Management Rules on Recruitment and the Management
Rules on Labour Contracts, and determines applicants’ remuneration and benefit based
on their previous performance, personal quality, work experience and occupational
expectation.

To retain talents is of vital importance for the future business development of the
Group, therefore the Group makes on-going review of its remuneration system. To
retain talents, the Group provides probation and makes regular assessment of the
employee’s working competence and past performance, and makes adjustments in
light of overall market environment when appropriate. In order to stimulate and reward
existing management and employees, the Group conducts regular remuneration review
according to the Group’s profitability, employees’ performance and market trend. The
promotion policy of the Group adheres to the principle of fairness and transparency,
and talents are promoted according to position requirements. Employees with excellent
performance and comprehensive outlook may have the promotion opportunity based on
his/here personal willingness.

Termination of employment with employees is made in strictly compliance with the
Group's Employee Manual. An employee is required to make a quit application in
advance by completing the Quit Application Form and stating the reason for quit. After
the application is approved, the employee shall submit the same to the human resources
department before the quit formalities could proceed. Any discharge or termination
of a labour contract shall be made by the Company based on reasonable and lawful
grounds.
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To provide employees with broad and reasonable room for promotion, the Group
classifies its employees into different rankings and based on which formulates the
training plan. Through their learning and continuous efforts, employees may achieve not
only horizontal career development, but also vertical career promotion, and hence fulfill
their personal values.

The Group has prepared internal policies, and formulated policies on employees’
working hours and vacation in accordance with the Labour Law of the PRC, the Labour
Contract Law of the PRC, the Regulations of the State Council on the Working Hours of
Employees ( {EI#%Pt BB T TERRIBIARE ) ) local employment law and other laws.
The Group exercise strict control over the attendance time of employees and has put
in place incentive and punishment rules relating to attendance. In addition to the basic
paid annual leave and statutory holidays under employment laws promulgated by local
government, employees are also entitled to marriage leave, maternity leave, funeral
leave and other additional vacations. When asking for leave, an employees is required
to complete the Employee Leave Application Form stating the reason and time for leave,
which will take effect after being signed and approved by his/her superiors.

As an employer offering equal opportunities, the Group is committed to promotion
of anti-discrimination and creation of equal opportunities in human resources and
employment policies, thus to create a work environment featured by fair competition,
mutual respect and diversity. For instance, the policies on training and promotion
opportunities, dismissal and retirement of all business departments of the Group are not
based on employees’ age, gender, marital status, pregnancy status, family status, sexual
orientation, minority or race, nationality, religion or any other non-work related factors.
Meanwhile, the equal opportunity policy prohibits any discrimination, harassment
or slander in any work places according to relevant local laws and regulations. The
Company encourages employees to report any violations to the human resources
department. The human resources department of the Group will be responsible for
ensuring the Group’s strict compliance with relevant national and local laws and
regulations, and conduct assessment and treatment, record and take any necessary
disciplinary punishment for such violations.

In order to enhance employees’ sense of belonging, the Group provides a number of
benefits for employees including cash gifts for holiday and birthday gifts. Meanwhile, to
enhance the relations among employees, the Group conducted the trip and teamwork
building activities, new-year annual symposium and ball games, which could relax the
pressure facing employees. The Group also employs social media and emails to maintain
a good communication between the management and the junior employees.
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During the year under review, the Group strictly complied with the relevant laws and
regulations with material effects on the Group in terms of remuneration and dismissal,
recruitment and promotion, working hours, vacation, equal opportunities, diversity,
antidiscrimination and other treatments and benefits.

Health and Safety

In order to provide and maintain good working conditions and a safe and healthy
working environment for employees, the Group has prepared work safety and health
policies in line with the laws and regulations of the PRC. In order to provide and
maintain good working conditions and a safe and healthy working environment for
employees, the Group has prepared work safety and health regulations in line with
the laws and regulations as promulgated by the PRC government. The major laws and
regulations on health and safety include the Law of the PRC on the Prevention and
Treatment of Occupational Diseases ( (1 #E AR HMBE B ZE R 8A) ), the Law of
the PRC on Production Safety ( {1 #E A R EABE % 2 £ E %) ) and the Regulations on
Work Injury Insurance ( (TR EIEHI) ).

In order to implement the laws, regulations, policies and standards on prevention and
treatment of occupational diseases of the PRC to strengthen management of prevention
and treatment of occupational diseases, the Group proactively supervises and urges
the management and employees to take good care of the safety management for
daily work and production to eliminate potential safety hazards in a timely manner.
All employees stationed at the construction sites shall receive training on emergency
management and occupational health and safety, with a view to increase employee’s
safety awareness and prevent any occupation harms.

At the same time, the Group endeavors to provide a clean, smokeless, healthy and safe
work environment for employees. In case of occupational hazards or accidents, the
Group shall promptly report to the local production safety supervision and management
department and organize all departments to take effective measures rapidly to reduce or
eliminate occupational hazard factors and prevent aggravation of accidents. The Group
strictly prohibits late report, failure in report, false report or subpeption of occupational
hazards or accidents.
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The Group provides facilities for control occupational hazards and individual protective
equipment which are in line with requirements on prevention and treatment of
occupational diseases to ensure the safety of employees. The behaviors in violation
of laws and regulations on prevention and treatment of occupational diseases and
endangering life and health are subject to serious treatment. The employees engaged
in special type of work must accept special training and are only allowed to work
with a permit for special type of work. During work, it is required to wear protective
footwear and safety helmet. For special types of positions, the Group regularly
organizes assessment and training for employees to protect their health and safe work
environment.

During work hours, the Group keeps all emergency exits in the workplaces clear and
smooth, and ensure that all first-aid facilities could work effectively. In addition, the
Group has also developed different emergency plans for different circumstances and
arranges a drill at least once a year. In the meantime, the Group offers occupational
health education and training for employees, regular health examination, diagnosis of
occupational disease and other services and provides emergency management training
and occupational health training for employees on relevant positions.

In the FY2018, the Group did not violate any laws or regulations with material effects
on the Group in terms of provision of a safe working environment and protection of
employees, nor had any occupational injury accidents and negative problems on health
and safety.

Development and Training

The Group believes that talent development is crucial to the Group and therefore
provides comprehensive training and development programs for its employees, aiming
at enhancing their work shill and knowledge. The Group provides periodic training to its
staff members of different positions and with different experience.

The internal training of the Group includes orientation training, on-post skill training
and the in-house training within respective departments, which could ensure employees
possess the necessary professional knowledge and have sufficient ability to handle
their daily work. The Group's training is profession-oriented, aiming at providing such
employees in different business with the relevant vocational skill training for the related
positions on a regular basis. The Group will formulate an annual training schedule
and such training will be conducted in different forms, levels and means on a yearly,
quarterly or monthly basis.
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In addition, the Group also encourages its employees to participate in external
training, including various training workshops and inspection tours of management
and professional staff. The Group also encourages its employees to participate the
examinations for professional licenses or qualifications related to their jobs, aiming at
enhancing their personal competence, business knowledge and professional standards.
With the consent of his/her superiors, an employee may apply for reimbursement for
the costs of the relevant trainings and examinations. In doing so, the Group hopes
to provide impetus to employee’s self-directed leaning, which could enhance his/her
personal capability as well as the Group’s competitiveness.

Labour Standards

The Group follows close to the line of any labour laws and regulations on prohibitions
of child or forced labours in the places where its operations are located including the
Employment Ordinance of Hong Kong, the Labour Law of the PRC ( {fF % A R A0 E 45
&)%) ), the Contract Law of the PRC ( (R #E AR HAME L&) & [[F)E) ), the Provisions
on the Prohibition of Child Labour of China ( (FEARLMEZL LFRETRE) ),
the Law of the PRC on the Protection of Minors ( {##E A R EXFIBI KK F AREE) )
to prohibit employment of any child or forced labour.

In order to crack down on illegal employment of child, minor or forced labour, the
human resources department of the Group requests all employees to provide valid
identity certificate before confirmation of employment to ensure legal employment of
applicants. During the process of recruitment, the personal information provided must
be authentic and valid. In case of subpeption, the Group is entitled to terminate the
employment according to relevant laws and regulations. Meanwhile, the Group has
included the policy on prevention of child or forced labour in the employee manual to
completely eliminate the risk of child, minor and forced labour for the Group. In case of
any child labour or forced labour identified by it, the Group will report it to the police
and other relevant departments such as the Labour Department. The human resources
department of the Group also ensures that the Group abides by the latest laws and
regulations on prohibition of child and forced labour.

In the FY2018, in respect of prevention of child or forced labour, the Group did not
violate any laws and regulation with material effects on the Group.
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Operating Practices

5.

Supply Chain Management

As an enterprise that takes the fulfillment of social responsibility as its basic policy,
the Group requests suppliers to proactively discharge the environmental and social
responsibilities. The subsidiaries of the Group monitor their suppliers’ quality and supply
chain practices in a strict and continuous manner.

Property Development and Management Business

Suppliers for the business are mainly selected by way of tender. During the bidding
process, the Group expressly states that suppliers shall meet the Group’s internal
product and service standards, and observes relevant national and local market
practices. Suppliers are required to provide business licenses, qualification certificates,
permit for safe production, credential handbook and the certificates of the relevant
personnel (such as a constructor certificate, safety certificate and others). After
reviewing the basic information of suppliers, the Group will conduct business survey
on qualified bidders’ background and their quality control system and business
license, equipment and facilities, financial position, reputation and after-sales service,
fulfillment of social and environmental responsibilities, and whether their technical
and construction capacity are in line with the Group’s standards and specifications on
development projects. In selecting suppliers, the Group will assess suppliers and their
historical performance in accordance with the internal supplier management policy and
field survey. The supplier wining the bid will be finally determined by the tender work
group and decision-making group based on the review results. During bidding, the
Group will select at least three suppliers as candidates.

The Group has prepared its supplier management policy to classify suppliers into
different groups so as to implement different management strategies for suppliers.
In formulating the development plan, the Group and the selected contractors and
subcontractors will cooperate closely and implement close monitoring for construction
stages to supervise the quality and progress of projects. In the meantime, the Group
conducts annual review and review after final acceptance to assess its suppliers’
performance in accordance with technical standards, quality, delivery, management
and service level to ensure stability of supplier chain. For unqualified products or
services, the Group adopts return of goods or re-provision of services and other means
in accordance with laws and regulations and includes such supplier into the blacklist
to safeguard the Group's interests. For the purpose to timely discover and solve any
potential problems, the Group proactively maintains good and long-term relationship
with the selected suppliers and makes regular inspection on the cooperation status.
Given the strong relationship between the Group and suppliers there was no material
delay in supply of goods by suppliers in previous years.
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Hotel Operations

The purchases for the Group’s hotel operations mainly include hotel-related goods, such
as linen, guest room supplies and dining related food materials. Major suppliers include
Liangmianzhen (Yangzhou) Hotel Supplies Co., Ltd. (FEE (3F M) E/EARAER A
A]), Ecolab (China) Investment Co., Ltd. (£ (R E) HEAFR A F)), Qingdao Yinaiya
Household Paper Co., Ltd. (B &=mmEAEAHKER A A), Qingdao Guoli Industrial
Co., Ltd. (5 BB B E X AR 2 A]) and Qingdao Huimaihang Trade Co., Ltd. ( & & EZ
TEEARRAR).

Adhering to high standards, the Group selects responsible suppliers and conducts
sustainable purchase. The purchase department chooses the suppliers as recommended
by peers or the Group’s existing suppliers in accordance with department requirements
and industry standards, and the relevant department shall confirm the service contents
and product standards. In selecting suppliers, the Group also requests suppliers to
present the business license, tax registration certificate, organization code, product
production license and other business certificates for internal assessment. The suppliers
of special industries shall also provide industry related operating permits, e.g. product
test report, chemical medicine production license, hygienic license, alcohol wholesale
license, etc. If possible, the Group will also request suppliers to provide product samples.
Generally speaking, suppliers are required to have fixed operating premises. As for the
products falling into the categories which are subject to the special provisions of the
relevant state regulations, such products and the supplier’s operating premises shall
comply with the provisions of the relevant regulations. For example, chemicals suppliers
shall meet the production conditions which fulfil the requirements of environmental
protection; food suppliers’ premises shall be subject to the relevant food safety
requirements of the governmental authorities. The Group’s on-site inspection regarding
the main suppliers’ operating premises is one of the bases for selecting suppliers.
In selecting suppliers, the Group will consider suppliers’ product quality, production
capacity, reputation, qualifications, tracking records and social and environmental
responsibilities.

The Group organizes evaluation of the suppliers regularly and formulates the contents
of such evaluation pursuant to the relevant regulations and standard of the relevant
governmental authorities and of the industry, as well as the Group’s internal rules
and regulations. Unqualified suppliers shall be blacklisted. The Group has a perfect
mechanism to supervise whether suppliers comply with laws and regulations to
minimize the adverse effects on the environment and society. The Group will also
consider suppliers’ environmental and social risk factors, in particular suppliers’
reputation, credit standing, and profession and capacity in relevant fields. In order to
support local economy and minimize the effects of products transportation on the
environment, the Group gives priority to local suppliers in purchase. In cooperation
with suppliers, the Group endeavours to minimize the impact of purchase on the
environment, and conducts interview in respect of suppliers’ environmental behaviors
to understand whether suppliers cause material environmental hazards, the number of
previous pollution incidents and suppliers’ awareness of environmental protection.
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Product Responsibility

The Group strictly abides by the laws and regulations of the PRC in relation to
construction and operation of natural gas station including but not limited to:

o the Law of the PRC on Fire Prevention;
] the Law of the PRC on Construction;
. the Administrative Regulations on Production Safety of Construction Works;

] the Law of the PRC on Production Safety;

. the Law of the PRC on Traffic Safety;

o the Law of the PRC on the Protection of Consumer’s Rights and Interests;
o the Law of the PRC on Intellectual Property Rights;

. the Law of the PRC on Advertising.

In FY2018, the Group did not violate any laws or regulations on the quality of products/
services, health and safety, advertisement, label and privacy right which have material
effects on the Group.

Property Development and Management Business

As a famous property developer in China, the Group establishes quality objectives
for the planning phase of each property development project, and formulates
corresponding technical standards and construction plans. The engineering
management center and project engineering supervision department of the Group’s
subsidiaries are responsible for initiating construction projects and monitoring project
progress to ensure that the projects are in line with project plan and construction
agreements. To make sure that the materials used for construction meet safety
standards, the Group closely monitors the site acceptance of materials through quality
monitoring and process acceptance procedures. In case of any delay in construction
plan, the project engineering supervision department will immediately take measures to
adjust and coordinate construction and sales plan.
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The Group conducts self-examination regularly in accordance with the policies on safety
inspection, including the Incident Reporting Mechanism ( (Z & - H##) ) and others
as issued by the Group to all of its group companies. The headquarters of the Group
conducts safety inspection on a quarterly basis and conducts review and assessment for
project safety. The contents of such assessment includes: contingency treatment and
management, fire equipment management, fire engine access management, on-site
inspection of the safe use of electricity and regulatory records, control of renovation
materials, on-site inspection of construction sites and monitoring thereof and training
on fire-fighting, fire drill (B B{)E#%R ) , contingency plan record and others.

For purposes of safeguarding and protecting the health and safety of employees,
all personnel entering into project sites are required to obtain the approval from
the Group's engineering department ( TF2#0) in order to comply with the safety
management system regarding sites and are required to wear safety helmets and other
relevant equipment. The Group purchases commercial insurance and employee safety
insurance and organizes training on health and safety on a regular basis. The safety
and quality of properties developed by the Group are subject to monitoring by qualified
persons in different construction stages to ensure compliance with the standards and
provisions of the Group. The chief supervisory engineer of projects, as the project
supervisor, must gain relevant work experience and certificates (e.g. certificate for
national certified supervision engineer) according to the project scale and complexity,
engineering environment and other factors.

A customer complaint box is set on construction site. Any complaint from customers in
relation to the problems of construction site can be directly delivered into the customer
complaint box. Upon receipt of complaints, the sales personnel will register the
problems related to the complaints and the solutions therefor. The problems that cannot
be solved shall be reported to superiors level by level and the complaint registration
form shall be submitted to the sales manager and the Group's sales management office
on a monthly basis. In case of complaint on housing quality, the engineering department
of the Group will provide relevant policy and legal support and relevant solutions. For
the customer complaints due to personal reasons without reasonable interpretation or in
case of losses caused to the Group by the errors during sales, the relevant personnel will
be issued with a written warning or administrative notice or be immediately dismissed
depending on the seriousness of the case.
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The Group strictly prevents any false or exaggerated propaganda. All advertisements
can only be released to the market after examination by the legal affairs department.
Meanwhile, the Group closely monitors the authenticity and reliability of advertisements
and takes remedial measures in a timely manner in case of problems. The Group
attaches importance to the protection of intellectual property rights, and proactively
applies for intellectual property rights to safeguard the Group’s interests.

The Group strictly protects customer’s privacy. All customer information can only be
used for the purposes as described to customers at collection, and it is prohibited to
provide customer information to any third party without the permit of customers. The
Group has the measures for management of customer information and the access to
customer information must be subject to consent by a specially assigned person. All
customer information is subject to sorting and custody by a specially assigned person.
The IT department has installed a firewall in computers of the Company to prevent
information leakage.

Hotel Operations

The Group’s policy in respect of its hotel operation business has always been based on
the concept around serving people and its goal is customer satisfaction by the provision
of quality accommodation and catering service. The Group has passed the ISO9001 -
quality management system certification, ISO14001 — environment management system
certification, OHSAS18001 — occupational health and safety management system and
ISO50001 — energy management system certifications in respect of its services. In
addition, the Group regularly provides training courses to ensure hotel’s service quality

For purposes of safequarding the service quality and security of its hotels, the Group’s
Quality Management Department is set up to be responsible for the monitoring and
inspection of various services. The standards of such inspection are implemented in
accordance with various internal operating guidelines of the Group, including but
not limited to the Fire Hazard Rectification System ( (A BENHIE) ), the
Management and Maintenance Mechanism of Fire hydrant System ( CE A% R &
EIBMEREHE) ), the Management System of Safe Evacuation Facility ( (& 2 & 8%
REERESIE) ), Procedures Concerning the Disposal of Suspected Explosives Items/
Intimidated Phone Calls ( RISEIEMEWI IR &, R EFE) ) and all other similar
policies. The Group conducts a third-party inspection over all of the safety equipment
of the hotels on a regular basis so as to ensure the safety of hotel guests. Meanwhile,
hotels may also implement maintenance and cleaning of the central air conditioning
system so as to ensure the air quality of the hotels.
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In order to create an unforgettable experience for guests, the Group listens to the
demands of guests and proactively conducts communication and exchange with guests
through various channels. In the event that hotels receive any complaints from their
hotel guests, such complaints will be immediately handled by the lobby manager.
Should such go beyond the authorized scope of the lobby manager, such feedback
will be escalated level by level until and when such feedback has reached the general
manager. Moreover, the Group will inform guests of the treatment progress in a timely
manner. The hotels implement an annual customer satisfaction survey for collating
and analysing statistics and relevant opinions in respect of customer satisfaction. The
Group will then calculate the ratings of customer satisfaction and degree of customer
satisfaction based on the summary of customer survey for purposes of promptly
adjusting and continuously improving the Group’s service quality, environmental
protection standards, and the results of the management of occupational health and
safety, compliance with the laws and regulations related to quality, environment and
occupational health and safety, as well as other requirements of the industry, and
strengthening the consciousness and responsibility of employees regarding work quality,
work environment and occupational health and safety awareness.

The relevant content of the Group’s advertising is required to be conducted pursuant to
its guidelines regarding the design of advertising and promotional materials. The legal
department provides the real-time consultancy and assistance in respect of advertising
and promotional materials to prevent false or exaggerated publicity in any form.

Protection of customer privacy has always been the primary concern of this business.
The Group strictly observes all the laws and regulations on personal information privacy
of the jurisdictions where its operations are located. For purposes of ensuring that the
Company’s market position in respect of hotel can be consolidated and developed,
the Company’s employees must implement the confidentiality system regarding the
customers’ information and privacy in accordance with the Law of Protection of
Consumers Rights and Interests and such laws and regulations in respect of privacy
as well as the internal relevant system, for purposes of ensuring that the customers’
rights are strictly protected. The Group is equipped with a complete regulatory
system and security measures are adopted to prevent from any loss or leakage of the
relevant data. The Group has established access authorities of different levels, and
only authorized employees are allowed to access customer’ personal information. All
personal information collected for maintaining membership qualification can only be
used for membership management and marketing with the permit of customers. All the
information related to the stay of hotel guests must be kept in the computer system.
All information is kept strictly confidential except for disclosure based on the legal
certification provided by the relevant governmental authority. Without the consent of
the hotel guests staying at the hotels, neither guest room number nor other information
(such as the name(s), company, accounts and payment details) may be released. The
relevant employees are required to sign and execute the confidential agreement for
implementing the confidentiality of daily work and other relevant matters.
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Anti-corruption

The Company strictly follows the relevant laws and regulations relating to bribery,
extortion, fraud and money laundering, such as the Anti-Money Laundering Law of the
PRC ( (R ZEARHKEFBE RAEEE) ) and Prevention of Bribery Ordinance of Hong Kong
( B IEBEEE %) ) to prevent bribery, extortion or money laundering in any form by
the Group or its employees.

The Group takes a zero tolerance stance for corruption in any form, and has developed
relevant management systems including internal rules on anti-corruption and bribery to
reinforce internal integrity management and supervision. In fulfillment of work duties,
all employees must observe honesty principle and be law-abiding and self-disciplined,
and shall not participate in bribery or take advantage of duties to conduct any activity
with prejudice to the Group's interests. The Group regularly conducts education on
integrity for employees on critical positions to enhance employees’ self-discipline
capacity.

The Group has set up an internal compliance department to be responsible for
supervision and whistle-blowing of any behaviors in violation of code of professional
ethics. In case of any potential or ongoing prejudice to the interests of the Group
in operation management activities, all employees are obliged to reflect the same
to the head of department in a timely manner by means of fax, letter or direct
report to the chief executive director in a real-name or anonymous way through the
internal ERP platform of the Company. Upon being informed of relevant information,
the department heads shall report to the legal affairs authority within 5 days. The
Group adopts a confidentiality mechanism to protect informers against threat and
disadvantage in relation to the employment relationship and guarantee completeness
and complete records of all relevant information.

The management of the Group investigates any suspected or illegal acts suspected of
bribery, extortion, fraud or money laundering to safeguard the Group’s interests. After
investigation, the employees suspected of committing crime shall report to the relevant
regulatory authorities or law enforcement departments when considered necessary by
the management. If emergency treatment measures are required, the persons in charge
of departments shall take emergency treatment measures.

During the year under review, the Group did not violate any laws or regulations
with material effects on the Group in terms of bribery, extortion, fraud and money
laundering.
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Community

8.

Community Investment

The Group deeply understands the importance of social responsibility to the Group and
thus proactively follows the government policies to increase its community investments,
so as to contribute to the harmonious and stable development of community. During
the year under review, the Group’s community investment was mainly focused on
employee benefits and education.

In 2018, the Group’s policies relating to employee attendance and rest were
implemented in full compliance with the relevant government policies. In addition, the
Group donated pianos to schools for deaf-mutes, and provided financial assistance to
children in poverty.

Apart from the aforesaid, the property development projects of the Group also received
wide recognition from the public. During the year under review, the Nanjing Zendai
Himalaya Center project was awarded the honor of “2018 China Commercial Property
Benchmark Project” (20187 Bl ¥ ZEIRIEIEH ), while the Group also received
the award of “ 2018 Top 10 China Commercial Property Companies in Terms of Brand
Value” (20187 B 7% £ 3 & A 7] qn 2B ETOP10) for its brand.
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VIl. REPORT DISCLOSURE INDEX

Aspects KPI Description Page
A. Environmental
A.1. Emissions General Disclosure Information on: 57

(A)  the policies; and

(B)  compliance with relevant laws and
regulations that have a significant
impact on the issuer

relating to air and greenhouse gas

emissions, discharges into water and

land, and generation of hazardous and

non-hazardous waste.

KPI A1.1 The types of emissions and respective 57
emission information.

KPI'A1.2 Greenhouse gas emissions in total 61
(in tonnes) and, where appropriate,
intensity.

KPI A1.3 Total hazardous waste produced (in 61
tonnes) and, where appropriate,
intensity.

KPI A1.4 Total non-hazardous waste produced 61
(in tonnes) and, where appropriate,
intensity.

KPI' A1.5 Description of measures to mitigate 57
emissions and results achieved.

KPI A1.6 Description of how hazardous and 57
nonhazardous wastes are handled,
reduction initiatives and results achieved.
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A.2. Use of Resources General Disclosure

KPI A2.1

KPI' A2.2

KPI' A2.3

KPI A2.4

KPI' A2.5

A.3. The Environment General Disclosure

and Natural
Resources

KPI'A3.1

Policies on the efficient use of resources,
including energy, water and other raw
materials.

Direct and/or indirect energy consumption
by type in total and intensity.

Water consumption in total and
intensity.

Description of energy use efficiency
initiatives and results achieved.
Description of whether there is any issue
in sourcing water that is fit for purpose,
water efficiency initiatives and results
achieved.

Total packaging material used for
finished products (in tonnes) and, if
applicable, with reference to per unit
produced.

Policies on minimising the issuer’s
significant impact on the environment
and natural resources.

Description of the significant impacts
of activities on the environment and
natural resources and the actions taken
to manage them.
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B. Social
Employment and Labour Practices
B.1. Employment General Disclosure

B.2. Health and Safety General Disclosure

B.3. Development and General Disclosure
Training

B.4. Labour Standards General Disclosure
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Information on:

(@)  the policies; and

(b)  compliance with relevant laws and
regulations that have a significant
impact on the issuer

relating to compensation and dismissal,

recruitment and promotion, working

hours, rest periods, equal opportunity,

diversity, antidiscrimination, and other

benefits and welfare.

Information on:

(@)  the policies; and

(b)  compliance with relevant laws and
regulations that have a significant
impact on the issuer

relating to providing a safe working

environment and protecting employees

from occupational hazards.

Policies on improving employees’

knowledge and skills for discharging

duties at work.

Description of training activities.

Information on:

(@)  the policies; and

(b)  compliance with relevant laws and
regulations that have a significant
impact on the issuer

relating to preventing child and forced

labour.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

Operating Practices

B.5. Supply Chain
Management

B.6. Product
Responsibility

B.7. Anti-corruption

Community
B.8. Community
Investment

General Disclosure

General Disclosure

General Disclosure

General Disclosure

Policies on managing environmental and

social risks of the supply chain.

Information on:

(@)  the policies; and

(b)  compliance with relevant laws and
regulations that have a significant
impact on the issuer

relating to health and safety, advertising,

labelling and privacy matters relating

to products and services provided and

methods of redress.

Information on:

(@)  the policies; and

(b)  compliance with relevant laws and
regulations that have a significant
impact on the issuer

relating to bribery, extortion, fraud and

money laundering.

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

_-
pwc T fo R i

To the Shareholders of Shanghai Zendai Property Limited
(Incorporated in Bermuda with limited liability)

OPINION
What we have audited

The consolidated financial statements of Shanghai Zendai Property Limited (the “Company”) and its
subsidiaries (the “Group”) set out on pages 90 to 213, which comprise:

o the consolidated income statement for the year ended 31 December 2018;

o the consolidated statement of comprehensive income for the year then ended;

o the consolidated balance sheet as at 31 December 2018;

o the consolidated statement of changes in equity for the year then ended;

o the consolidated cash flow statement for the year then ended; and

o the notes to the consolidated financial statements, which include a summary of significant

accounting policies.
Our opinion

In our opinion, the consolidated financial statements give a true and fair view of the consolidated
financial position of the Group as at 31 December 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.

PricewaterhouseCoopers, 22/F Prince’s Building, Central, Hong Kong
T: +852 2289 8888, F: +852 2810 9888, www.pwchk.com

84 Shanghai Zendai Property Limited |



INDEPENDENT AUDITOR’S REPORT

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong Standards on Auditing ("HKSAs") issued
by the HKICPA. Our responsibilities under those standards are further described in the Auditor’s
Responsibilities for the Audit of the Consolidated Financial Statements section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Independence
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.

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.

Shanghai Zendai Property Limited |
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INDEPENDENT AUDITOR'S REPORT

KEY AU DlT MATTERS (Continued)

The key audit matter identified in our audit is related to the valuation of investment properties:

Key Audit Matter

Valuation of investment properties

Refer to note 17 to the consolidated financial
statements

The Group’s investment properties were measured
at fair value and carried at HK$3,180 million as
at 31 December 2018 with a fair value gain of
HK$1.7 million for the year then ended. The fair
value of investment properties were determined
by the Group based on the valuations performed
by independent professional valuer (the “Valuer”)
engaged by the Group.

The Group's investment property portfolio mainly
included completed investment properties in
mainland China.

The valuation of investment properties was
derived from the income capitalisation approach,
the direct comparison method or a combination
of these approaches. For income capitalisation
approach, the relevant key assumptions include
capitalisation rate, reversionary yield and monthly
rental. For direct comparison method, the relevant
key assumption is the estimated price per square
meter, with reference to recent transactions
of the comparable properties and adjusted for
differences in key attributes such as but not
limited to location and property size.

All the relevant key assumptions were influenced
by the prevailing market conditions and each
property’s characteristics.

We focus on this area due to the significant
guantum of investment properties to the
consolidated financial statements and the relevant
key assumptions applied in valuation involved
significant judgments and estimates.
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How our audit addressed the
Key Audit Matter

We assessed the competence, capabilities and
objectivity of the Valuer.

We obtained the valuation report of each
property and assessed the appropriateness of
the valuation methods applied.

We assessed the reasonableness of relevant
key assumptions used in valuation including
capitalisation rates, reversionary yield,
monthly rental and estimated price per square
meter by gathering and analysing the data
of comparable properties in the market and
the characteristics of individual investment
property such as location, age and size.

We involved our internal valuation specialists
to assist us in assessing the methodologies
used by the Valuer and compared the
valuations of investment properties, on a
sample basis, to our independently formed
market expectations.

In light of the above, we found the
significant judgments and estimates made by
management on the relevant key assumptions
were in the acceptable range.



INDEPENDENT AUDITOR’S REPORT

OTHER INFORMATION

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

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

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

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

RESPONSIBILITIES OF DIRECTORS AND THE AUDIT COMMITTEE 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 requirements 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.

The Audit Committee are responsible for overseeing the Group’s financial reporting process.

Shanghai Zendai Property Limited |
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INDEPENDENT AUDITOR'S REPORT

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. We report our opinion solely to you, as a body,
in accordance with Section 90 of the Companies Act 1981 of Bermuda and for no other purpose.
We do not assume responsibility towards or accept liability to any other person for the contents of
this report. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with HKSAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of these consolidated financial statements.

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

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

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

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

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

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS (continuea)

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

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

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

The engagement partner on the audit resulting in this independent auditor’s report is Lo Kai Leung,
Thomas.

PricewaterhouseCoopers
Certified Public Accountants

Hong Kong, March 28, 2019
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CONSOLIDATED INCOME STATEMENT

Revenue
Cost of sales

Gross profit

Other (losses)/gains-net

Net impairment losses on financial assets
Selling and marketing expenses
Administrative expenses

Change in fair value of investment properties
Share of results of associates

Share of result of a joint venture

Finance costs — net

(Loss)/Profit before income tax
Income tax expense

(Loss)/Profit for the year

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

(Loss)/Earnings per share
— Basic
— Diluted

Year ended 31 December

2018 2017
Notes HK$'000 HK$'000
8 7,172,037 3,027,741
10 (6,360,457) (2,914,478)
811,580 113,263
9 (24,038) 1,157,379
6 (56,963) -
10 (196,909) (106,427)
10 (340,270) (417,116)
17 1,705 63,236
20 (48,498) (15,429)
- 140,540
12 (805,072) (749,755)
(658,465) 185,691
13 (321,711) (56,534)
(980,176) 129,157
(905,485) 34,400
(74,691) 94,757
(980,176) 129,157

15 HK (6.09) Cents
15 HK (6.09) Cents

HK$0.23 Cent
HK$0.23 Cent

The notes on pages 98 to 213 are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

Year ended 31 December

2018 2017
Notes HK$000 HK$'000
(Loss)/Profit for the year (980,176) 129,157
Other comprehensive (loss)/income:
Items that may be reclassified subsequently to
profit or loss:
Exchange differences arising on translation of
foreign operations (258,442) 321,814
Release of exchange differences on disposal of
subsidiaries 34 31,548 150,324
Release of exchange differences on disposal of
an associate (1,335) -
Release of exchange differences upon business
combination - 39,170
(228,229) 511,308
[tems that will not be reclassified subsequently to
Profit or loss:
Change in fair value of financial assets at fair
value through other comprehensive income,
net of tax 8,262 -
Gain on revaluation of land and buildings - 7,625
Other comprehensive (loss)/income
for the year, net of tax (219,967) 518,933
Total comprehensive (loss)/income
for the year (1,200,143) 648,090
Total comprehensive (loss)/income attributable to:
— Owners of the Company (1,125,222) 534,927
— Non-controlling interests (74,921) 113,163
Total comprehensive (loss)/income for the year (1,200,143) 648,090

The notes on pages 98 to 213 are an integral part of these consolidated financial statements.
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CONSOLIDATED BALANCE SHEET

ASSETS

Non-current assets
Property, plant and equipment
Investment properties
Land use rights
Investment in associates
Available-for-sale financial assets
Financial assets at fair value through

other comprehensive income

Amounts due from an associate
Deferred income tax assets
Pledged bank deposits

Total non-current assets

Current assets
Properties under development and
completed properties held-for-sale
Inventories
Contract assets
Trade and other receivables

Deposits for properties under development

Amounts due from an associate

Available-for-sale financial assets

Financial assets at fair value through
profit or loss

Tax prepayments

Pledged bank deposits

Cash and cash equivalents

Assets of disposal group classified as
held-for-sale

Total current assets
Total assets

EQUITY
Equity attributable to owners of the
Company
Share capital
Reserves
(Accumulated losses)/Retained earnings

Non-controlling interests

Total equity

Shanghai Zendai Property Limited |

Notes

26

32

As at 31 December

2018
HK$'000

595,709
3,180,068
470,810
18,994

37,984
246,884
5,234
254,695

4,810,378

11,000,960
3,218
11,455
664,668
15,268
10,575

13,366
215,167
879,943
843,049

13,657,669

13,657,669

18,468,047

297,587
2,769,137
(352,867)
2,713,857
74,386

2,788,243

2017
HK$'000

616,770
3,326,492
517,999
121,816
64,061

249,701
34,363

4,931,202

14,169,388
2,404

706,883
27,337

721,352
7,805

271,526
857,494
1,420,068

18,184,257

1,245,416
19,429,673

24,360,875

297,587
3,059,236
429,965

3,786,788

140,452

3,927,240



CONSOLIDATED BALANCE SHEET

LIABILITIES

Non-current liabilities
Borrowings and loans
Deferred income tax liabilities
Other payables

Total non-current liabilities

Current liabilities
Trade and other payables
Contract liabilities
Receipts in advance from customers
Amounts due to minority owners of subsidiaries
Borrowings and loans
Tax payables

Liabilities of disposal group classified as
held-for-sale

Total current liabilities

Total liabilities

Total equity and liabilities

As at 31 December

2018

Notes HK$'000
29 3,828,558
317 749,764
28 19,326
4,597,648

28 3,681,881
4 3,279,438
4 _
570,966

29 3,140,228
30 409,643
11,082,156

26 -
11,082,156

15,679,804

18,468,047

2017
HK$'000

5,847,647
947,584
187,463

6,982,694

2,489,637

5,706,829
719,749
3,668,501
567,171

13,151,887

299,054

13,450,941

20,433,635

24,360,875

The notes on pages 98 to 213 are an integral part of these consolidated financial statements.

On behalf of the Board of Directors

Qiu Haibin
Director

Zhang Huagang
Director
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2018

Equity
(Accumulated attributable
Capital Special ~ Statutory Share losses)/ ~ Foreign Other  to owners Non-
Share Share  redemption Contributed capital surplus option Other ~ Retained  exchange revaluation of the  controlling
capital  premium  reserve  surplus  reserve  reserve  reserve  reserve  earnings  reserve  reserve  Company interests Total
(Wote3?) &) ) 4 (d
HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HKS'000  HK$'000  HKS'000  HKS'000  HKS'000  HKS'000
Balance at 31 December 2017 297,587 2,164,682 1074 157315 08541 353,746 62100 278464 429965  (34311) 7625 3786788 140452 3,927,240
Change in accounting policies - - - - - - - - 52,291 - - 52,291 9,084 61,375

Restated balance at 1 January 2018 297,587 2,164,682 1074 157315 68,541 353,746 62100 278464 482,25 (34311 7625 3839079 149536 3,988,615

Comprehensive loss
Loss for the year - - - - - - - - (905,485) - - (905485)  (74,691)  (980,176)
Other comprehensive loss
Change in fair value of financial assets

at fair value through other

comprehensive income, net of tax - - - - - - - - - - 8,262 8,262 - 8,262
Disposal of financial assets at fair value

through other comprehensive income - - - - - - - - 8,262 - (8.262) - - -
Exchange differences arising on

translation of foreign operations - - - - - - - - - (258212) - (258212) (230)  (258442)
Release of exchange differences on

disposal of subsidiaries - - - - - - - - - 31,548 - 31,548 - 31,548
Release of exchange differences on

disposal of an associate - - - - - - - - - (1,335)

(1,335) (1,335)

Total other comprehensive loss,
net of tax - - - - - - - - 8262 (227,999

(219,737) (230)  (21997)

Total comprehensive loss - - - - - - - - (897.23)  (227,999) - (1125220 (14921) (1,200,143)

Transactions with owners in

their capacity as owners
Release upon lapse of share options - - - - - - (62,100) - 62,100 - - - - -
Acquisition of additional interests in

a subsidiary from non-controlling

interests - - - - - - - - - - - - (229) (229)

Transactions with owners in
their capacity as owners - - - - - - (62,100 - 62,100 - - - (229) (229)

At 31 December 2018 297,587 2,164,682 1074 157315 68541 353,746 - 18464 (352867)  (262,310) 1625 273857 74386 2,788,243
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

FOR THE YEAR ENDED 31 DECEMBER 2018

Equity
attributable
Capital Special  Statutory Share Foreign Other ~to owners Non-
Share Share  redemption  Contributed capital surplus option Other  Retained  exchange  revaluation of the  controlling
capital  premium reserve surplus Teserve feserve reserve reserve  eamings Teserve reseve  Company interests Total

Note 32) (@) [ © @
HK$'000  HK$'000  HKS'000  HK$'000  HKS'000  HK$'000  HKS'000  HKS'000  HKS'000  HK$'000  HK$'000  HKS000  HK$'000  HK$'000

At 1 January 2017 297587 2,164,682 1074 157315 68,541 353,746 54338 278464 395565 (527.213) - 324409 2,289 3271388

Comprehensive income

Profit for the year - - - - - - - - 34,400 - - 34,400 947571 129,157
Other comprehensive income

Exchange differences arising on

translation of foreign operations - - - - - - - - - 309440 - 309440 12374 3814
Release of exchange differences on

disposal of foreign operations - - - - - - - - - 150324 - 150,324 - 150,324
Release of exchange differences on

deemed disposal of a joint venture - - - - - - - - - 33,138 - 3,138 6,032 39,170
Gain on revaluation of land and buildings - - - - - - - - - - 7,625 7,625 - 7,625
Total other comprehensive income,

net of tax - - - - - - - - - 49290 1,625 500,527 18,406 518,933
Total comprehensive income - - - - - - - - 34400 492,902 7,625 534927 113,163 648,090
Transactions with owners in

their capacity as owners
Grant of share options - - - - - - 7,762 - - - - 7,762 - 7,762
Transactions with owners in
their capacity as owners - - - - - - 7,762 - - - - 7,762 - 7,762
At 31 December 2017 297587 2,164,682 1,074 157,315 68,541 353,746 62,100 278464 429,965 (34311) 7625 3,786,788 140,452 3,927,240
(@) Amount subscribed for share capital in excess of nominal value.
(b) The Company's contributed surplus represents the credit arising from the effect of share premium offset against

accumulated losses in 2006.

(©) The special capital reserve represents the credit arising from the effect of reduction in share capital in previous years.
(d) Other reserve arose from the difference between fair value of any consideration and the carrying amount of relevant

net assets for transactions with non-controlling interests in previous years.

The notes on pages 98 to 213 are an integral part of these consolidated financial statements.
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CONSOLIDATED CASH FLOW STATEMENT

Year ended 31 December

2018
Notes HK$°000
Cash flows from operating activities
(Loss)/Profit before income tax (658,465)
Adjustments for:
Interest income (11,862)
Dividend income (3,555)
Finance costs 12 805,072
Depreciation of property, plant and equipment 33,961
Amortisation of land use rights 21,351
Change in fair value of investment properties 17 (1,705)
Share of results of associates 48,498
Share of results of a joint venture -
Impairment of properties under development
and completed properties held-for-sale 70,012
Loss on sale of property, plant and equipment 1,215
Revaluation gain from business combination -
Gain on disposal of investment in an associate (3,739)
Gain on disposal of investment properties -
(Gain)/Loss on disposal of subsidiaries 34 (17,363)
Exchange gain (20,594)
Share-based payments -
Impairment of receivables 56,963
Other loss 62,858
Operating gain/(loss) before working capital
changes 382,647
Decrease in properties under development and
completed properties held-for-sale 3,039,110
(Increase)/Decrease in inventories (814)
(Increase)/Decrease in trade and other receivables (191,979)
Decrease in contract assets 16,996
(Increase)/Decrease in deposits for properties
under development (3,645)
Increase in trade and other payables 1,514,360
Decrease in receipts in advance from customers -
Decrease in contract liabilities (1,795,519)
Cash generated from operations 2,961,156
Interest received 11,862
Interest paid (997,530)
Income taxes paid (644,228)
Net cash generated from/(used in) operating
activities 1,331,260
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2017
HK$'000

185,691

(40,954)
(2,767)
749,755
36,950
20,773
(63,236)
15,429
(140,540)

136,055
39
(1,192,852)

(4,202)
47,921

7,762

35,141

(209,035)

908,711
910
232,078

18,864
114,905
(224,993)

841,440
40,954
(1,155,184)
(164,798)

(437,588)



CONSOLIDATED CASH FLOW STATEMENT

Investing activities
Decrease in amounts due from an associate
Decrease in amounts due from joint ventures
Decrease in pledged bank deposits
Purchase of property, plant and equipment
Purchase of investment properties
Purchase of financial assets
Proceeds from disposal of investment properties
Proceeds from sale of property,
plant and equipment
Business combination, net of cash acquired
Net cash inflow on disposal of subsidiaries
Advance from disposal of a subsidiary
Net proceeds on disposal of financial assets at
fair value through other comprehensive income
Payment for the remaining consideration of
a business combination in previous year
Proceeds from disposal of financial assets
Dividends received from available-for-sale
investments

Net cash generated from investing activities

Financing activities

Increase in amount due to a joint venture

(Decrease)/Increase in amounts due to
minority owners of subsidiaries

Increase in borrowings and loans

Repayment of borrowings and loans

Increase in pledged bank deposits

Others

Net cash used in financing activities

Net (decrease)/increase in cash and
cash equivalents

Cash and cash equivalents at
beginning of year
Effect of foreign exchange rate changes

Cash and cash equivalents at end of year

Year ended 31 December

2018

Notes HK$'000

629,841

(1 1,49(_))
(4,577)
(13,366)

1,573

34 248,876

31,931

(113,895)
7,805

776,698

(113,895)
3,054,480
(5,224,210)

(334,271)

(2,617,896)
(509,938)
1,420,068

(67,081)

843,049

2017
HK$'000

95,696
523,686
(8,399)
(7,494)
11,924
6,130
846,848

1,025,219
104,467

2,767

2,600,844

203,646
9,742
7,899,632
(9,573,449)

(34,586)

(1,495,015)
668,241
709,864

41,963

1,420,068

The notes on pages 98 to 213 are an integral part of these consolidated financial statements
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

2.1

GENERAL

Shanghai Zendai Property Limited (the “Company”) is a public limited company incorporated
in Bermuda. Its shares are listed on The Stock Exchange of Hong Kong Limited (”Stock
Exchange”). Its registered office is at Canon’s Court, 22 Victoria Street, Hamilton HM 12,
Bermuda and its principal place of business is at Unit 6508, 65/F, Central Plaza,18 Harbour
Road, Wanchai, Hong Kong.

The Company acts as an investment holding company. Its subsidiaries are principally engaged
in property development, property investment and provision of property management and
hotel operation. The Company and all its subsidiaries are referred as the Group. The Group has
operations mainly in the People’s Republic of China (the “PRC").

The consolidated financial statements are presented in HK dollars ("HK$"), unless otherwise
stated.

These financial statements have been approved for issue by the Board of Directors (the
“Board”) on March 28, 2019.

BASIS OF PREPARATION

The consolidated financial statements have been prepared in accordance with Hong Kong
Financial Reporting Standards (“HKFRS”) and requirements of the Hong Kong Companies
Ordinance Cap. 622. The consolidated financial statements have been prepared on a historical
cost basis, except for investment properties and certain financial assets, which are carried at
fair value.

Going concern

The Group meets its day-to-day working capital requirements through its operation sales and
bank facilities. The current economic conditions continue to create uncertainty particularly
over (a) the level of demand for the Group's products; and (b) the availability of bank finance
for the foreseeable future. The Group’s forecasts and projections, taking account of reasonably
possible changes in trading performance, show that the Group should be able to operate
within the level of its current facilities. After making enquiries, the directors have a reasonable
expectation that the Group has adequate resources to continue in operational existence
for the foreseeable future. The Group therefore continues to adopt the going concern
basis in preparing its consolidated financial statements. Further information on the Group's
borrowings is given in Note 29.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The principal accounting policies applied in the preparation of these consolidated financial
statements are set out below. These policies have been consistently applied to all the years

presented, unless otherwise stated.

3.1 Changes in accounting policies and disclosures

The Group has applied the following standards and amendments for the first time for
their annual reporting period commencing 1 January 2018:

o HKFRS 9 Financial Instruments
o HKFRS 15 Revenue from Contracts with Customers
o Classification and Measurement of Share-based Payment Transactions -

Amendments to HKFRS 2

o Annual Improvements 2014-2016 cycle
o Transfers to Investment Property — Amendments to HKAS 40
o Interpretation 22 Foreign Currency Transactions and Advance Consideration

Following the adoption of HKFRS 9 and HKFRS 15, the Group had changed its
accounting policies and applied the modified retrospective adjustments approach which
means that the cumulative impact of the adoption have been recognised as adjustments
to retained earnings or other reserves as of 1 January 2018 and that comparative figure
of the financial information will not be restated. The impact of the adoption of HKFRS 9
and HKFRS 15 are disclosed in note 4 below.

The other amendments listed above have no material impact to the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.1 Changes in accounting policies and disclosures (continved)

Certain new accounting standards and interpretations have been published that are not
mandatory for 31 December 2018 reporting periods and have not been early adopted
by the Group. The Group’s assessment of the impact of these new standards and
interpretations is set out below:

HKFRS 16 Leases

Nature of change

HKFRS 16 was issued in January 2016. It will result in almost all leases being recognised
on the balance sheet by lessees, as the distinction between operating and finance leases
is removed. Under the new standard, an asset (the right to use the leased item) and a
financial liability to pay rentals are recognised. The only exceptions are short-term and
low-value leases.

The accounting for lessors will not significantly change.

Impact

The Group has reviewed all of the Group's leasing arrangements over the last year in
light of the new lease accounting rules in HKFRS 16. The standard will affect primarily
the accounting for the Group’s operating leases. As at the reporting date, the Group
has non-cancellable operating lease commitments of HK$131,175,000, see note 33.

The Group expects an increase in right-of-use assets and an increase in financial
liabilities in the consolidated balance sheet. In the consolidated income statement, as
a result, the operating expenses under otherwise identical circumstances will decrease,
while depreciation and amortisation and the interest expenses will increase.

Operating cash flows will increase and financing cash flows decrease as repayment of
the principal portion of the lease liabilities will be classified as cash flows from financing
activities.

The Group does not expect any significant impact on the financial statements as a
lessor. However, some additional disclosures will be required from next year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.1 Changes in accounting policies and disclosures (continved)

HKFRS 16 Leases (Continued)

Date of adoption by the Group

The Group will apply the standard from its mandatory adoption date of 1 January
2019. The Group intends to apply the simplified transition approach and will not
restate comparative amounts for the year prior to first adoption. Right-of-use assets
for property leases will be measured on transition as if the new rules had always been
applied. All other right-of-use assets will be measured at the amount of the lease
liability on adoption (adjusted for any prepaid or accrued lease expenses).

There are no other standards that are not yet effective and that would be expected to
have a material impact on the entity in the current or future reporting periods and on
foreseeable future transactions.

3.2 Principles of consolidation and equity accounting

Subsidiaries are entities (including structured entities) over which the Group has control.
The Group controls an entity when the Group is exposed to, or has rights to, variable
returns from its involvement with the entity and has the ability to affect those returns
through its power to direct the activities of the entity. Subsidiaries are fully consolidated
from the date on which control is transferred to the Group. They are deconsolidated
from the date that control ceases.

The acquisition method of accounting is used to account for business combinations by
the Group (refer to note 3.3)

Intercompany transactions, balances and unrealised gains on transactions between
Group companies are eliminated. Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the transferred asset. Accounting
policies of subsidiaries have been changed where necessary to ensure consistency with
the policies adopted by the Group.

Non-controlling interests in the results and equity of subsidiaries are shown separately
in the consolidated income statement, consolidated statement of comprehensive
income, consolidated balance sheet and consolidated statement of changes in equity
respectively.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.2 Principles of consolidation and equity accounting (continued)

Associates are all entities over which the Group has significant influence but not control
or joint control. This is generally the case where the Group holds between 20% and
50% of the voting rights. Investments in associates are accounted for using the equity
method of accounting (see (d) below), after initially being recognised at cost.

Under HKFRS 11 Joint Arrangements, investments in joint arrangements are classified as
either joint operations or joint ventures. The classification depends on the contractual
rights and obligations of each investor, rather than the legal structure of the joint
arrangement. The Group has assessed the nature of its joint arrangements and
determined them to be joint ventures. Investments in joint ventures are accounted for
using the equity method (see (d) below), after initially being recognised at cost in the
consolidated balance sheet.

Under the equity method of accounting, the investments are initially recognised at cost
and adjusted thereafter to recognise the Group’s share of the post-acquisition profits
or losses of the investee in profit or loss, and the Group's share of movements in other
comprehensive income of the investee in other comprehensive income. Dividends
received or receivable from associates and joint ventures are recognised as a reduction in
the carrying amount of the investment.

When the Group’s share of losses in an equity-accounted investment equals or exceeds
its interest in the entity, including any other unsecured long-term receivables, the Group
does not recognise further losses, unless it has incurred obligations or made payments
on behalf of the other entity.

Unrealised gains on transactions between the Group and its associates and joint
ventures are eliminated to the extent of the Group’s interest in these entities. Unrealised
losses are also eliminated unless the transaction provides evidence of an impairment
of the asset transferred. Accounting policies of equity accounted investees have been
changed where necessary to ensure consistency with the policies adopted by the Group.

The carrying amount of equity-accounted investments is tested for impairment in
accordance with the policy described in note 3.10.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.2 Principles of consolidation and equity accounting (continued)

The Group treats transactions with non-controlling interests that do not result in a loss
of control as transactions with equity owners of the Group. A change in ownership
interest results in an adjustment between the carrying amounts of the controlling
and non-controlling interests to reflect their relative interests in the subsidiary. Any
difference between the amount of the adjustment to non-controlling interests and
any consideration paid or received is recognised in a separate reserve within equity
attributable to owners of the Company.

When the Group ceases to consolidate or equity account for an investment because
of a loss of control, joint control or significant influence, any retained interest in the
entity is remeasured to its fair value with the change in carrying amount recognised
in profit or loss. This fair value becomes the initial carrying amount for the purposes
of subsequently accounting for the retained interest as an associate, joint venture or
financial asset. In addition, any amounts previously recognised in other comprehensive
income in respect of that entity are accounted for as if the Group had directly disposed
of the related assets or liabilities. This may mean that amounts previously recognised in
other comprehensive income are reclassified to profit or loss or transferred to another
category of equity as specified/permitted by applicable HKFRSs.

If the ownership interest in a joint venture or an associate is reduced but joint control
or significant influence is retained, only a proportionate share of the amounts previously
recognised in other comprehensive income are reclassified to profit or loss where
appropriate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3.3

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continuea)
Business combinations

The acquisition method of accounting is used to account for all business combinations,
regardless of whether equity instruments or other assets are acquired. The consideration
transferred for the acquisition of a subsidiary comprises the:

o fair values of the assets transferred

o liabilities incurred to the former owners of the acquired business

o equity interests issued by the Group

o fair value of any asset or liability resulting from a contingent consideration arrangement,
and
o fair value of any pre-existing equity interest in the subsidiary.

Identifiable assets acquired and liabilities and contingent liabilities assumed in a business
combination are, with limited exceptions, measured initially at their fair values at the
acquisition date. The Group recognises any non-controlling interest in the acquired entity
on an acquisition-by-acquisition basis either at fair value or at the non-controlling interest’s
proportionate share of the acquired entity’s net identifiable assets.

Acquisition-related costs are expensed as incurred.

The excess of the

o consideration transferred,
o amount of any non-controlling interest in the acquired entity, and
o acquisition-date fair value of any previous equity interest in the acquired entity

over the fair value of the net identifiable assets acquired is recorded as goodwill. If those
amounts are less than the fair value of the net identifiable assets of the business acquired, the
difference is recognised directly in profit or loss as a bargain purchase.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3.3

3.4

3.5

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continuea)
Business combinations (continued)

Where settlement of any part of cash consideration is deferred, the amounts payable in the
future are discounted to their present value as at the date of exchange. The discount rate used
is the entity’s incremental borrowing rate, being the rate at which a similar borrowing could
be obtained from an independent financier under comparable terms and conditions.

Contingent consideration is classified either as equity or a financial liability. Amounts classified
as a financial liability are subsequently remeasured to fair value with changes in fair value
recognised in profit or loss.

If the business combination is achieved in stages, the acquisition date carrying value of the
acquirer’'s previously held equity interest in the acquiree is remeasured to fair value at the
acquisition date. Any gains or losses arising from such remeasurement are recognised in profit
or loss.

Separate financial statements

Investments in subsidiaries are accounted for at cost less impairment. Cost includes direct
attributable costs of investment. The results of subsidiaries are accounted for by the Company
on the basis of dividend received and receivable.

Impairment testing of the investments in subsidiaries is required upon receiving a dividend
from these investments if the dividend exceeds the total comprehensive income of the
subsidiary in the period the dividend is declared or if the carrying amount of the investment
in the separate financial statements exceeds the carrying amount in the consolidated financial
statements of the investee’s net assets including goodwvill.

Segment reporting

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 Board that makes strategic
decisions.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.6 Foreign currency translation

ltems included in the financial statements of each of the Group’s entities are measured
using the currency of the primary economic environment in which the entity operates
(“the functional currency”). The consolidated financial statements are presented in
Hong Kong dollars ("HK$"), which is the Company's functional and presentation
currency.

Foreign currency transactions are translated into the functional currency using the
exchange rates at the dates of the transactions. Foreign exchange gains and losses
resulting from the settlement of such transactions and from the translation of monetary
assets and liabilities denominated in foreign currencies at year end exchange rates
are generally recognised in profit or loss. They are deferred in equity if they relate to
qualifying cash flow hedges and qualifying net investment hedges or are attributable to
part of the net investment in a foreign operation.

Foreign exchange gains and losses that relate to borrowings are presented in the
consolidated income statement, within “finance costs”. All other foreign exchange
gains and losses are presented in the consolidated income statement on a net basis
within “other (losses)/gains-net”.

Non-monetary items that are measured at fair value in a foreign currency are translated
using the exchange rates at the date when the fair value was determined. Translation
differences on assets and liabilities carried at fair value are reported as part of the fair
value gain or loss. For example, translation differences on non-monetary assets and
liabilities such as equities held at fair value through profit or loss are recognised in profit
or loss as part of the fair value gain or loss and translation differences on non-monetary
assets such as equities classified as fair value through other comprehensive income are
recognised in other comprehensive income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.6 Foreign currency translation (continueq)

The results and financial position of foreign operations (none of which has the currency
of a hyperinflationary economy) that have a functional currency different from the
presentation currency are translated into the presentation currency as follows:

(i) assets and liabilities for each balance sheet presented are translated at the closing
rate at the date of that balance sheet;

(i) income and expenses for each income statement and statement of comprehensive
income are translated at average exchange rates (unless this is not a reasonable
approximation of the cumulative effect of the rates prevailing on the transaction
dates, in which case income and expenses are translated at the dates of the
transactions), and

(iii)  all resulting exchange differences are recognised in other comprehensive income.

On consolidation, exchange differences arising from the translation of any net
investment in foreign entities, and of borrowings and other financial instruments
designated as hedges of such investments, are recognised in other comprehensive
income. When a foreign operation is sold or any borrowings forming part of the net
investment are repaid, the associated exchange differences are reclassified to profit or
loss, as part of the gain or loss on sale.

Goodwill and fair value adjustments arising on the acquisition of a foreign operation
are treated as assets and liabilities of the foreign operation and translated at the closing
rate.

On the disposal of a foreign operation (that is, 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 joint
venture that includes a foreign operation, or a disposal involving loss of significant
influence over an associate that includes a foreign operation), all of the currency
translation differences accumulated in equity in respect of that operation attributable to
the owners of the Company are reclassified to profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3.

3.6

3.7

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Foreign currency translation (continued)

In the case of a partial disposal that does not result in the Group losing control over a
subsidiary that includes a foreign operation, the proportionate share of accumulated
currency translation differences are re-attributed to non-controlling interests and are
not recognised in profit or loss. For all other partial disposals (that is, reductions in
the Group’s ownership interest in associates or joint ventures that do not result in
the Group losing significant influence or joint control), the proportionate share of the
accumulated exchange difference is reclassified to profit or loss.

Investment properties

Investment property, principally comprising leasehold land and buildings, is held for long-
term rental yields or for capital appreciation or both, and that is not occupied by the Group. It
also includes properties that are being constructed or developed for future use as investment
properties. Land held under operating leases are classified and accounted for as investment
property when the rest of the definition of investment property is met. In such cases, the
operating leases concerned are accounted for as if they were finance leases. Investment
property is initially measured at cost, including related transaction costs and where applicable
borrowing costs.

After initial recognition, investment property is carried at fair value, assessed annually by
a professional independent valuer. Fair value is based on active market prices, adjusted, if
necessary, for any differences in the nature, location or condition of the specific asset. If such
information is not available, the Group uses alternative valuation methods such as recent
prices on less active markets or discounted cash flow projections. Investment property that
is being redeveloped for continuing use as investment property, or for which the market has
become less active, continues to be measured at fair value.

Property that is being constructed or developed as investment property is carried at fair value.
Where fair value is not reliably determinable, such investment property under construction is
measured at cost until either its fair value becomes reliably determinable or construction is
completed (whichever is earlier).

The fair value of investment property reflects, among other things, rental income from current
leases and assumptions about rental income from future leases in light of current market
condition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3.7

3.8

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continuea)
Invsetment properties (continued)

Subsequent expenditure is charged to the asset’s carrying amount only when it is probable
that future economic benefits associated with the item will flow to the Group and the cost of
the item can be measured reliably. All other repairs and maintenance costs are expensed in the
consolidated income statement during the financial period in which they are incurred.

If an investment property becomes owner-occupied, it is reclassified as property, plant and
equipment, and its fair value at the date of reclassification becomes its cost for accounting
purposes. Property that is being constructed or developed for future use as investment
property is classified as property, plant and equipment and stated at cost until construction or
development is completed, at which time it is reclassified and subsequently accounted for as
investment property.

If an item of property, plant and equipment becomes an investment property because its use
has changed, any differences resulting between the carrying amount and the fair value of this
item at the date of transfer is recognised in other comprehensive income and increase the
revaluation surplus within equity. Any resulting increase in the carrying amount of the property
is recognised in the profit or loss to the extent that it reverses a previous impairment loss,
with any remaining increase recognised in other comprehensive income and changed directly
to revaluation reserves within equity. Any resulting decrease in the carrying amount of the
property is charged to the profit or loss.

For an investment property becomes to redevelop with a view to sale, it is reclassified as
inventory, and its fair value at the date of reclassification becomes its cost for accounting
purposes.

If an item of inventories becomes an investment property that will be carried at fair value is
consistent with the treatment of sales of inventories. Any difference between the fair value of
the property at that date and its previous carrying amount shall be recognised in profit or loss.

Land use rights

Land in China mainland is state-owned and no individual land ownership right exists. The
Group acquired the rights to certain land, and the premiums paid for such rights are recorded
as land use rights. Land use rights are classified and accounted for in accordance to the
intended use of respective properties as erected on the land.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3.8

3.9

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Land use rights (continued)

For properties that are held for own use, corresponding land use rights are separately stated in
the balance sheet, and are stated at cost and amortised over the use terms of 40 to 70 years
using the straight-line method.

For properties that are held for development and subsequent sale, corresponding land use
rights are accounted for as part of the development costs, and are accounted for under Note
3.14.

Property, plant and equipment

Property, plant and equipment are stated at historical cost less accumulated depreciation and
accumulated impairment losses, if any. Historical cost includes expenditure that is directly
attributable to the acquisition of the items.

Subsequent costs are included in the asset’s carrying amount or recognised as a separate
asset, as appropriate, only when it is probable that future economic benefits associated with
the item will flow to the Group and the cost of the item can be measured reliably. The carrying
amount of the replaced part is derecognised. All other repairs and maintenance are charged to
the consolidated income statement during the financial period in which they are incurred.

Depreciation is calculated using the straight-line method to allocate their cost, net of their
residual values, over their estimated useful lives as follows:

— Hotel Buildings Lower of underlying land lease term or 50 years
— Leasehold improvements 5 years
— Motor vehicles 5 years
— Furniture and equipment 5 years

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each
balance sheet date. An asset’s carrying amount is written down immediately to its recoverable
amount if the asset’s carrying amount is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing proceeds with carrying amounts.
These are recognised within “other (losses)/gains-net”, in the consolidated income statement.

When revalued assets are sold, it is Group policy to transfer any amounts included in other
reserves in respect of those assets to retained earnings.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.10 Impairment of non-financial assets

3.11

Goodwill are not subject to amortisation and are tested annually if impairment, or more
frequently if events or changes in circumstances indicate that they might be impaired. Other
assets are tested for impairment whenever events or changes in circumstances indicate that
the carrying amount may not be recoverable. An impairment loss is recognised for the amount
by which the asset’s carrying amount exceeds its recoverable amount. The recoverable amount
is the higher of an asset’s fair value less costs of disposal and value in use. For the purposes
of assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable cash inflows which are largely independent of the cash inflows from other assets
or groups of assets (cash-generating units). Non-financial assets other than goodwill that
suffered an impairment are reviewed for possible reversal of the impairment at the end of each
reporting period.

Disposal groups held-for-sale

Disposal groups are classified as held-for-sale if their carrying amount will be recovered
principally through a sale transaction rather than through continuing use and a sale is
considered highly probable. They are measured at the lower of their carrying amount and
fair value less costs to sell, except for assets such as deferred tax assets, assets arising from
employee benefits, financial assets and investment property that are carried at fair value,
which are specifically exempt from this requirement.

An impairment loss is recognised for any initial or subsequent write-down of the disposal
group to fair value less costs to sell. A gain is recognised for any subsequent increases in
fair value less costs to sell of disposal group, but not in excess of any cumulative impairment
loss previously recognised. A gain or loss not previously recognised by the date of the sale of
disposal group is recognised at the date of de-recognition.

Non-current assets (including those that are part of a disposal group) are not depreciated or
amortised while they are classified as held for sale. Interest and other expenses attributable to
the liabilities of a disposal group classified as held for sale continue to be recognised.

The assets of a disposal group classified as held for sale are presented separately from the

other assets in the consolidated balance sheet. The liabilities of a disposal group classified as
held for sale are presented separately from other liabilities in the consolidated balance sheet.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.12 Investments and other financial assets

From 1 January 2018, the Group classifies its financial assets in the following
measurement categories:

o those to be measured subsequently at fair value (either through other
comprehensive income or through profit or loss), and

o those to be measured at amortised cost.

The classification depends on the entity’s business model for managing the financial
assets and the contractual terms of the cash flows.

For assets measured at fair value, gains and losses will either be recorded in profit or
loss or other comprehensive income. For investments in equity instruments that are
not held for trading, this will depend on whether the Group has made an irrevocable
election at the time of initial recognition to account for the equity investment at fair
value through other comprehensive income (FVOCI).

The Group reclassifies debt investments when and only when its business model for
managing those assets changes.

Regular way purchases and sales of financial assets are recognised on trade-date, the
date on which the Group commits to purchase or sell the asset. Financial assets are
derecognised when the rights to receive cash flows from the financial assets have
expired or have been transferred and the Group has transferred substantially all the risks
and rewards of ownership.

At initial recognition, the Group measures a financial asset at its fair value plus, in the
case of a financial asset not at fair value through profit or loss (FVPL), transaction costs
that are directly attributable to the acquisition of the financial asset. Transaction costs of
financial assets carried at FVPL are expensed in profit or loss.

Financial assets with embedded derivatives are considered in their entirety when
determining whether their cash flows are solely payment of principal and interest.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.12 Investments and other financial assets (continued)

Debt instruments

Subsequent measurement of debt instruments depends on the Group's business model
for managing the asset and the cash flow characteristics of the asset. There are three
measurement categories into which the Group classifies its debt instruments:

o Amortised cost: Assets that are held for collection of contractual cash flows
where those cash flows represent solely payments of principal and interest
are measured at amortised cost. Interest income from these financial assets
is included in finance income using the effective interest rate method. Any
gain or loss arising on derecognition is recognised directly in profit or loss and
presented in other gains/(losses) together with foreign exchange gains and losses.
Impairment losses are presented as separate line item in the statement of profit or
loss.

. FVOCI: Assets that are held for collection of contractual cash flows and for selling
the financial assets, where the assets’ cash flows represent solely payments of
principal and interest, are measured at FVOCI. Movements in the carrying amount
are taken through OCI, except for the recognition of impairment gains or losses,
interest income and foreign exchange gains and losses which are recognised in
profit or loss. When the financial asset is derecognised, the cumulative gain or
loss previously recognised in OClI is reclassified from equity to profit or loss and
recognised in other gains/(losses). Interest income from these financial assets
is included in finance income using the effective interest rate method. Foreign
exchange gains and losses are presented in other (losses)/gains and impairment
expenses are presented as separate line item in the statement of profit or loss.

o FVPL: Assets that do not meet the criteria for amortised cost or FVOCI are
measured at FVPL. A gain or loss on a debt investment that is subsequently
measured at FVPL is recognised in profit or loss and presented net within other
gains/(losses) in the period in which it arises.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.12 Investments and other financial assets (continued)

Equity instruments

The group subsequently measures all equity investments at fair value. Where the
Group's management has elected to present fair value gains and losses on equity
investments in OCI, there is no subsequent reclassification of fair value gains and
losses to profit or loss following the derecognition of the investment. Dividends from
such investments continue to be recognised in profit or loss as other income when the
Group’s right to receive payments is established.

Changes in the fair value of financial assets at FVPL are recognised in other gains/
(losses) in the statement of profit or loss as applicable. Impairment losses (and reversal
of impairment losses) on equity investments measured at FVOCI are not reported
separately from other changes in fair value.

From 1 January 2018, the Group assesses on a forward looking basis the expected
credit losses associated with its debt instruments carried at amortised cost and FVOCI.
The impairment methodology applied depends on whether there has been a significant
increase in credit risk.

For trade receivables, the Group applies the simplified approach permitted by HKFRS 9,
which requires expected lifetime losses to be recognised from initial recognition of the
receivables, see note 22 for further details.

Dividends are received from financial assets measured at fair value through profit or
loss (FVPL) and at fair value through other comprehensive income (FVOCI) (2017 — from
financial assets at FVPL and available-for-sale financial assets). Dividends are recognised
as other income in profit or loss when the right to receive payment is established. This
applies even if they are paid out of pre-acquisition profits, unless the dividend clearly
represents a recovery of part of the cost of an investment. In this case, the dividend
is recognised in OCI if it relates to an investment measured at FVOCI. However, the
investment may need to be tested for impairment as a consequence.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
3.13 Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the consolidated
balance sheet when there is a legally enforceable right to offset the recognised amounts
and there is an intention to settle on a net basis or realise the asset and settle the liability
simultaneously. The legally enforceable right must not be contingent on future events and
must be enforceable in the normal course of business and in the event of default, insolvency
or bankruptcy of the company or the counterparty.

3.14 Inventories

Properties under development are stated at the lower of cost and net realisable value.
Net realisable value is determined by reference to estimated sales proceeds of the
properties sold in the ordinary course of business less costs to complete development
and estimated selling expenses.

Development costs of properties comprises land use rights, construction costs,
borrowing costs capitalised for qualifying assets and professional fees as incurred during
the development period. On completion, all development costs of the properties are
transferred to completed properties held-for-sale.

Properties under development are classified as current assets when the construction
of the relevant properties commences unless the construction period of the relevant
property development project is expected to complete beyond normal operating cycle.

Costs to fulfill a contract comprise the development cost and land use right cost directly
related to an existing contract that will be used to satisfy performance obligations in
the future. The costs to fulfill a contract are recorded in properties under development
if they are expected to be recovered. The amount is amortised on a systematic basis,
consistent with the pattern of revenue recognition of the contract to which the asset
relates.

Completed properties held-for-sale are completed properties remaining unsold at the
balance sheet date and are stated at the lower of cost and net realisable values. Cost
comprises development costs attributable to the unsold properties. Net realisable values
is determined by reference to the sale proceeds of properties sold in the ordinary course
of business, less applicable variable selling expenses, or by management estimates based
on prevailing marketing conditions.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.14 Inventories (continued)

Other inventories mainly comprise raw materials for upfitting, food and beverages and
hotel consumables. Goods are valued at the lower of cost and net realisable value. Cost,
calculated on the weighted average basis, comprises invoiced price, delivery and other
direct costs relating to purchases. Net realisable value is determined on the basis of
anticipated sales proceeds less estimated selling expenses.

3.15 Trade receivables

Trade receivables are amounts due from customers for goods sold or services performed in the
ordinary course of business. If collection of trade and other receivables is expected in one year
or less (or in the normal operating cycle of the business if longer), they are classified as current
assets. If not, they are presented as non-current assets.

Trade receivables are recognised initially at the amount of consideration that is unconditional
unless they contain significant financing components, when they are recognised at fair value.
The Group holds the trade receivables with the objective to collect the contractual cash flows
and therefore measures them subsequently at amortised cost using the effective interest
method.

3.16 Cash and cash equivalents

For the purpose of presentation in the consolidated cash flow statement, cash and cash
equivalents includes cash on hand, deposits held at call with financial institutions, other
short-term highly liquid investments with original maturities of three months or less that are
readily convertible to known amounts of cash and which are subject to an insignificant risk of
changes in value.

3.17 Share capital

Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of
new shares or options are shown in equity as a deduction, net of tax, from the proceeds.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
3.18 Trade and other payables

These amounts represent liabilities for goods and services provided to the Group prior to the
end of financial year which are unpaid. The amounts are unsecured and are presented as
current liabilities unless payment is not due within 12 months (or in the normal operating cycle
of the business if longer) after the reporting period. They are recognised initially at their fair
value and subsequently measured at amortised cost using the effective interest method.

3.19 Borrowings and Borrowing costs

Borrowings are initially recognised at fair value, net of transaction costs incurred. Borrowings
are subsequently measured at amortised cost. Any difference between the proceeds (net
of transaction costs) and the redemption amount is recognised in the consolidated income
statement over the period of the borrowings using the effective interest method. Fees paid on
the establishment of loan facilities are recognised as transaction costs of the loan to the extent
that it is probable that some or all of the facility will be drawn down. In this case, the fee is
deferred until the draw down occurs. To the extent there is no evidence that it is probable
that some or all of the facility will be drawn down, the fee is capitalised as a prepayment for
liquidity services and amortised over the period of the facility to which it relates.

Borrowings are classified as current liabilities unless the Group has an unconditional right to
defer settlement of the liability for at least 12 months after the balance sheet date.

General and specific borrowing costs that are directly attributable to the acquisition,
construction or production of a qualifying asset are capitalised during the period of time that
is required to complete and prepare the asset for its intended use or sale. Qualifying assets are
assets that necessarily take a substantial period of time to get ready for their intended use or
sale.

Investment income earned on the temporary investment of specific borrowings pending

their expenditure on qualifying assets is deducted from the borrowing costs eligible for
capitalisation. Other borrowing costs are expensed in the period in which they are incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continuea)
3.20 Current and deferred income tax

The income tax expense or credit for the period is the tax payable on the current period’s
taxable income based on the applicable income tax rate for each jurisdiction adjusted by
changes in deferred tax assets and liabilities attributable to temporary differences and to
unused tax losses.

The current income tax charge is calculated on the basis of the tax laws enacted
or substantively enacted at the end of the reporting period in the countries where
the Company’s subsidiaries and associates operate and generate taxable income.
Management periodically evaluates positions taken in tax returns with respect to
situations in which applicable tax regulation is subject to interpretation. It establishes
provisions where appropriate on the basis of amounts expected to be paid to the tax
authorities.

Deferred income tax is provided in full, using the liability method, on temporary
differences arising between the tax bases of assets and liabilities and their carrying
amounts in the consolidated financial statements. However, deferred tax liabilities are
not recognised if they arise from the initial recognition of goodwill. Deferred income tax
is also not accounted for if it arises from initial recognition of an asset or liability in a
transaction other than a business combination that at the time of the transaction affects
neither accounting nor taxable profit or loss.

Deferred income tax is determined using tax rates (and laws) that have been enacted or
substantially enacted by the end of the reporting period and are expected to apply when
the related deferred income tax asset is realised or the deferred income tax liability is
settled.

Deferred tax assets are recognised only if it is probable that future taxable amounts will
be available to utilise those temporary differences and losses.

Deferred tax liabilities and assets are not recognised for temporary differences between
the carrying amount and tax bases of investments in foreign operations where the
company is able to control the timing of the reversal of the temporary differences and it
is probable that the differences will not reverse in the foreseeable future.

Shanghai Zendai Property Limited |



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.20 Current and deferred income tax (continued)

Deferred tax assets and liabilities are offset when there is a legally enforceable right to
offset current tax assets and liabilities and when the deferred tax balances relate to the
same taxation authority. Current tax assets and tax liabilities are offset where the entity
has a legally enforceable right to offset and intends either to settle on a net basis, or to
realise the asset and settle the liability simultaneously.

Current and deferred tax is recognised in the consolidated income statement, except to
the extent that it relates to items recognised in other comprehensive income or directly
in equity. In this case, the tax is also recognised in other comprehensive income or
directly in equity, respectively.

3.21 Employee benefits

Liabilities for wages and salaries, including non-monetary benefits and accumulating
sick leave that are expected to be settled wholly within 12 months after the end of
the period in which the employees render the related service are recognised in respect
of employees’ services up to the end of the reporting period and are measured at the
amounts expected to be paid when the liabilities are settled. The liabilities are presented
as current employee benefit obligations in the consolidated balance sheet.

The Group has only defined contribution pension plans.
Defined contribution plans

For defined contribution plans, the Group pays contributions to publicly or privately
administered pension insurance plans on a mandatory, contractual or voluntary basis.
The Group has no further payment obligations once the contributions have been paid.
The contributions are recognised as employee benefit expense when they are due.
Prepaid contributions are recognised as an asset to the extent that a cash refund or a
reduction in the future payments is available.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.21 Employee benefits (continued)

Termination benefits are payable when employment is terminated by the Group before
the normal retirement date, or when an employee accepts voluntary redundancy in
exchange for these benefits. The Group recognises termination benefits at the earlier
of the following dates: (a) when the Group can no longer withdraw the offer of those
benefits; and (b) when the entity recognises costs for a restructuring that is within the
scope of HKAS 37 and involves the payment of terminations benefits. In the case of an
offer made to encourage voluntary redundancy, the termination benefits are measured
based on the number of employees expected to accept the offer. Benefits falling due
more than 12 months after the end of the reporting period are discounted to their
present value.

The Group recognises a liability and an expense for bonuses. The Group recognises a
provision where contractually obliged or where there is a past practice that has created
a constructive obligation.

3.22 Share-based payments

The Group operates an equity-settled, share-based compensation plan, under which the
entity receives services from employees as consideration for equity instruments (options)
of the Group. The fair value of the employee services received in exchange for the
grant of the options is recognised as an expense. The total amount to be expensed is
determined by reference to the fair value of the options granted:

o including any market performance conditions (for example, an entity’s share
price);
o excluding the impact of any service and non-market performance vesting

conditions (for example, profitability, sales growth targets and remaining an
employee of the entity over a specified time period); and

J including the impact of any non-vesting conditions (for example, the requirement
for employees to save or holding shares for a specified period of time).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.22 Share-based payments (continued)

The total expense is recognised over the vesting period, which is the period over which
all of the specified vesting conditions are to be satisfied.

At the end of each reporting period, the Group revises its estimates of the number of
options that are expected to vest based on the non-marketing performance and service
conditions. It recognises the impact of the revision to original estimates, if any, in the
consolidated income statement, with a corresponding adjustment to equity.

In addition, in some circumstances employees may provide services in advance of the
grant date and therefore the grant date fair value is estimated for the purposes of
recognising the expense during the period between service commencement period and
grant date.

When the options are exercised, the company issues new shares. The proceeds received
net of any directly attributable transaction costs are credited to share capital (and share
premium).

The grant by the company of options over its equity instruments to the employees
of subsidiary undertakings in the Group is treated as a capital contribution. The fair
value of employee services received, measured by reference to the grant date fair
value, is recognised over the vesting period as an increase to investment in subsidiary
undertakings, with a corresponding credit to equity in the parent entity accounts.

In the subsidiaries’ financial statements, the award is treated as an equity-settled share-
based payment, as the subsidiaries do not have an obligation to settle the award.
An expense for the grant date fair value of the award is recognised over the vesting
period, with a credit recognised in equity. The credit to equity is treated as a capital
contribution, as the parent is compensating the subsidiaries’ employees with no cost to
the subsidiaries.

Shanghai Zendai Property Limited | 121



122

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.23 Provisions

Provisions are recognised when the Group has a present legal or constructive obligation as
a result past events, it is probable that an outflow of resources will be required to settle the
obligation and the amount can be 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 management’s best estimate of the
expenditure required to settle the present obligation at the end of the reporting period. The
discount rate used to determine the present value is a pre-tax rate that reflects current market
assessments of the time value of money and the risks specific to the liability. The increase in
the provision due to the passage of time is recognised as interest expense.

3.24 Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable. Amounts
disclosed as revenue are net of returns, trade allowances, rebates and amounts collected on
behalf of third parties.

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

The Group bases its estimates on historical results, taking into consideration the type of
customer, the type of transaction and the specifics of each arrangement.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.24 Revenue recognition (continued)

In prior reporting period, the revenue from sales of properties is recognised when the
risks and rewards of the properties are transferred to the purchasers, which is when the
construction of the relevant properties have been completed and the properties have
been delivered to the purchasers pursuant to the sale agreements, and collectability
of related receivables is reasonably assured. Deposits and installments received on
properties sold prior to the date of revenue recognition are included in current liabilities,
and are separately stated in the consolidated balance sheet as receipts in advance from
customers.

In adopting HKFRS 15, revenues are recognised when or as the control of the property is
transferred to the customer. Depending on the terms of the contract and the laws that
apply to the contract, control of the asset may be transferred over time or at a point in
time. Control of the asset is transferred over time if the Group’s performance do not
create an asset with an alternative use to the Group and the Group has an enforceable
right to payment for performance completed to date.

If control of the asset transfers over time, revenue is recognised over the period of the
contract by reference to the progress towards complete satisfaction of that performance
obligation. Otherwise, revenue is recognised at a point in time when the customer
obtains control of the asset.

The progress towards complete satisfaction of the performance obligation is measured
based on the Group’s efforts or inputs to the satisfaction of the performance obligation,
by reference to the contract costs incurred up to the end of reporting period as a
percentage of total estimated costs for each contract.

For property development and sales contracts for which the control of the property is
transferred at a point in time, revenue is recognised when the customer obtains the
physical possession or the legal title of the completed property and the Group has
present right to payment and the collection of the consideration is probable.

In determining the transaction price, the Group adjusts the promised amount of
consideration for the effect of a financing component if it is significant.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

3.24 Revenue recognition (continued)

Rental income from investment properties is recognised on a straight-line basis over the
term of the lease.

Revenue from provision of services is recognised in the accounting period in which the
services are rendered.

Property management and agency fee income is recognised in the accounting period in
which the services are rendered.

3.25 Interest income

Interest income from financial assets at FVPL is included in the net fair value gains/(losses) on
these assets.

Interest income on financial assets at amortised cost and financial assets at FVOCI (2017 —
available-for-sale securities, held-to-maturity investments and loans and receivables) calculated
using the effective interest method is recognised in the statement of profit or loss as part of
other income.

Interest income is presented as finance income where it is earned from financial assets that are
held for cash management purposes. Any other interest income is included in other income.

Interest income is calculated by applying the effective interest rate to the gross carrying
amount of a financial asset except for financial assets that subsequently become credit-
impaired. For credit-impaired financial assets the effective interest rate is applied to the net
carrying amount of the financial asset (after deduction of the loss allowance).

3.26 Operating leases

Leases in which a significant portion of the risks and rewards of ownership are not transferred
to the Group as lessee are classified as operating leases. Payments made under operating
leases (net of any incentives received from the lessor), are charged to the consolidated income
statement on a straight-line basis over the period of the lease.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continuea)
3.27 Dividend distribution

Provision is made for the amount of any dividend declared, being appropriately authorised and
no longer at the discretion of the entity, on or before the end of the reporting period but not
distributed at the end of the reporting period.

3.28 Government grants

Grants from the government are recognised at their fair value where there is a reasonable
assurance that the grant will be received and the Group will comply with all attached
conditions.

Government grants relating to costs are deferred and recognised in the profit or loss over the
period necessary to match them with the costs that they are intended to compensate.

Government grants relating to the purchase of property, plant and equipment are included in
non-current liabilities as deferred income and are credited to profit or loss on a straight-line
basis over the expected lives of the related assets.

3.29 Financial guarantee contracts

Financial guarantee contracts are recognised as a financial liability at the time the guarantee is
issued. The liability is initially measured at fair value and subsequently at the higher of

o the amount determined in accordance with the expected credit loss model under HKFRS
9 Financial Instruments and

o the amount initially recognised less, where appropriate, the cumulative amount of
income recognised in accordance with the principles of HKFRS 15 Revenue from
Contracts with Customers.

The fair value of financial guarantees is determined based on the present value of the
difference in cash flows between the contractual payments required under the debt
instrument and the payments that would be required without the guarantee, or the estimated
amount that would be payable to a third party for assuming the obligations.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

4 CHANGES IN ACCOUNTING POLICIES

This note explains the impact of the adoption of HKFRS 9 Financial Instruments and HKFRS 15
Revenue from Contracts with Customers on the Group's financial statements.

4.1 IMPACT ON THE FINANCIAL STATEMENTS

As explained in Note 3.1 above, the Group has applied HKFRS 9 Financial Instruments and
HKFRS 15 Revenue from Contracts with Customers from 1 January 2018, which resulted in
changes in accounting policies and adjustments to the amounts recognised in the consolidated
financial statements. In accordance with the transitional provisions in HKFRS 9 and HKFRS 15,
comparative figures have not been restated.

The following tables show the adjustments recognised for each individual line item. Line items
that were not affected by the changes have not been included. As a result, the sub-totals
and totals disclosed cannot be recalculated from the numbers provided. The adjustments are
explained in more detail by standard below.

As at 1 January 2018

As
previously
stated HKFRS 9 HKFRS 15 Restated
HK$'000 HK$'000 HK$'000 HK$'000
Consolidated balance sheet (extract)
Properties under development and
completed properties held-for-sale 14,169,388 - (432,633) 13,736,755
Trade and other receivables 706,883 - (28,749) 678,134
Available-for-sale financial assets 71,866 (71,866) - -
Financial assets at fair value through
profit or loss - 7,805 - 7,805
Financial assets at fair value through
other comprehensive income - 64,061 - 64,061
Contract assets - - 29,995 29,995
Tax prepayments 271,526 - (5,470) 266,056
Assets of disposal group classified as
held-for-sale 1,245,416 - (44,589) 1,200,827
Receipts in advance from customers 5,706,829 - (5,706,829) -
Contract liabilities - - 5,177,680 5,177,680
Tax payables 567,171 - 22,744 589,915
Liabilities of disposal group classified as
held-for-sale 299,054 - (53,325) 245,729
Deferred income tax liabilities 947,584 - 16,909 964,493
Retained earnings 429,965 - 52,291 482,256
Non-controlling interests 140,452 - 9,084 149,536
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

4.2

CHANGES IN ACCOUNTING POLICIES (continuea)
HKFRS 9 FINANCIAL INSTRUMENTS

HKFRS 9 replaces the provisions of HKAS 39 Financial Instruments (“HKAS39") that relate to
the recognition, classification and measurement of financial assets and financial liabilities,
derecognition of financial instruments, impairment of financial assets and hedge accounting.

The adoption of HKFRS 9 Financial Instruments from 1 