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Corporate Information

NEER

DIRECTORS

Executive Directors

Mr. Shen Xiaowei (Chief Executive Officer)
(appointed as Chief Executive Officer on 23 July 2020)

Mr. Zhu Yonggiu

Ms. Cai Qiaoling

Mr. Zhou Chen

Mr. Shu Cewan
(appointed as Chairman on 19 June 2019 and resigned on
23 July 2020)

Mr. Shu Cecheng (resigned on 19 June 2019)

Independent Non-executive Directors

Dr. Song Ming
Prof. Shu Guoying
Mr. Liu Chaodong

COMPANY SECRETARY
Ms. Li Yuen Shan (appointed on 13 January 2020)

Mr. Yeung Chi Lung (resigned on 13 January 2020)

AUTHORIZED REPRESENTATIVES

Mr. Shen Xiaowei
(appointed on 23 July 2020)

Mr. Zhou Chen

Mr. Shu Cewan
(appointed on 19 June 2019 and
resigned on 23 July 2020)

AUDIT COMMITTEE

Mr. Liu Chaodong (Committee Chairman)
Dr. Song Ming
Prof. Shu Guoying
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Corporate Information (continued)
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REMUNERATION COMMITTEE

Dr. Song Ming (Committee Chairman)
Prof. Shu Guoying
Mr. Shu Cewan (resigned on 23 July 2020)

NOMINATION COMMITTEE

Prof. Shu Guoying (Committee Chairman)

(appointed as Committee Chairman on 3 August 2020)

Dr. Song Ming
Mr. Liu Chaodong
Mr. Shu Cewan

(appointed on 19 June 2019 and resigned on 23 July 2020)

Mr. Shu Cecheng (resigned on 19 June 2019)

AUDITOR

Zhonghui Anda CPA Limited
Certified Public Accountants

PRINCIPAL BANKERS

Bank of China Limited

Bank of Communications Co., Ltd

Industrial and Commercial Bank of China Limited
Xiamen International Bank

LEGAL ADVISORS

As to Hong Kong Law
Raymond Siu & Lawyers

As to PRC Law

DeHeng Law Offices

As to Cayman Islands law

Conyers Dill & Pearman
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Corporate Information (continued)
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REGISTERED OFFICE

Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111
Cayman Islands

PRINCIPAL PLACE OF BUSINESS IN HONG KONG

Unit 1802, 18/F
Ruttonjee House
Ruttonjee Centre

11 Duddell Street
Central, Hong Kong

CORPORATE HEADQUARTERS IN PEOPLE'S
REPUBLIC OF CHINA

19th Floor

Wuzhou International Columbus Plaza Tower B
287 Guangyi Road

Wuxi

China

CAYMAN ISLANDS PRINCIPAL SHARE REGISTRAR
AND TRANSFER OFFICE

Conyers Trust Company (Cayman) Limited
Cricket Square

Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111

Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR AND
TRANSFER OFFICE

Computershare Hong Kong Investor Services Limited
Shops 1712-1716, Hopewell Centre

183 Queen'’s Road East

Wanchai

Hong Kong
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Corporate Information (continued)
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LISTING INFORMATION

Share Listing

The Company's ordinary shares
The Stock Exchange of Hong Kong Limited
Stock Code: 01369

Senior Notes Listing

The Company’s 13.75%, 5 years senior notes due 2018

The Stock Exchange of Hong Kong Limited
Stock code: 05970

WEBSITE

http://www.wz-china.com
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Management Discussion and Analysis

EEENWmE D

Following a string of financial woes in the financial year ended
31 December 2018, certain claims were made against the Group
in relation to the default repayment since the financial year
ended 31 December 2018 and these litigations and arbitrations
were on-going in the financial year ended 31 December 2019.
Please refer to the Company’s announcement dated 1 March
2019, 5 September 2019, 27 September 2019, 18 October 2019,
29 October 2019, 8 November 2019, 2 December 2019, 23
December 2019 for further details.

In addition, on 24 September 2019, the Company announced
that it failed to repay the principal of RMB1.5 billion and the
interest of RMB222 million of the second tranche of the RMB1.5
billion 2016 corporate bonds due to its financial difficulties.

On 5 December 2019, due to a pending litigation against Wuxi
Wuzhou International Ornamental City Co., Ltd, a subsidiary of
the Company, the accounting books and records of the
subsidiary has been held in custody by the court under an
enforcement order.

FINANCIAL REVIEW

Revenue

Our revenue is mainly derived from sale of properties, rental
income, commercial and property management service income,
and property consulting service income after deduction of
allowances for returns and trade discounts.

Revenue decreased by RMB2,055 million from RMB3,101 million
for the financial year ended 31 December 2018 to RMB1,046
million for the financial year ended 31 December 2019. The
decrease in revenue was mainly due to a decrease in revenue
from sales of properties.
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Management Discussion and Analysis (Continued)
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Sale of properties

Revenue from sale of properties represents proceeds from sales
of our properties held for sales. Revenue derived from sales of
properties decreased by 72.6% to RMB761 million in the
financial year ended 31 December 2019 as compared to
RMB2,778 million in the financial year ended 31 December
2018. This decrease was the combined effects of the decrease
in total GFA sold and average selling price as a result of weak
demand of commercial properties.

Rental income

Rental income generated from rental of investment properties
increased by 12.7% to RMB133 million in the financial year
ended 31 December 2019 as compared to RMB118 million in
the financial year ended 31 December 2018. The increase was
mainly due to increase in space rented out during the financial
year under review.

Commercial and property management service income

Commercial and property management service income
decreased by RMB24 million to RMB107 million in the financial
year ended 31 December 2019 as compared to RMB131 million
in the financial year ended 31 December 2018. The decrease
was primarily due to the decrease in the GFA of the properties
operated and managed by the Group.

Property consulting service income

Property consulting service income decreased by RMB15 million
to RMB19 million in the financial year ended 31 December 2019
as compared to RMB34 million in the financial year ended 31
December 2018. The decrease was mainly due to the decrease
in business volume of the services during the financial year
under review.

Non-current assets

Non-current assets decreased by RMB2,644 million to RMB5,424
million as at 31 December 2019 as compared to RMB8,068
million as at 31 December 2018. The decrease of non-current
assets was mainly due to a decrease in investment properties as
a result of fair value losses of investment properties of RMB1,941
million recognised during the financial year.
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Management Discussion and Analysis (Continued)
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Current assets

Current assets decreased by RMB1,132 million to RMB9,905
million as at 31 December 2019 as compared to RMB11,037
million as at 31 December 2018. The decrease of current assets
was mainly due to decrease in properties for sale under
development and investments at fair value through profit or loss
of RMB423 million and RMB706 million respectively. The
decrease in properties for sale under development was due to
the decrease in number of development projects. Meanwhile,
the decrease in investments at fair value through profit or loss
was due to fair value losses of investments recognized during
the financial year.

Liabilities

Total liabilities recorded a slight decrease of RMB660 million,
from RMB19,669 million as at 31 December 2018 to RMB19,009
million as at 31 December 2019. The decrease of total liabilities
was mainly due to decrease in trade and bill payables, contract
liabilities and borrowings which was partially off-set by increase

in accruals and other payables, senior notes and corporate

bonds.

Net Liabilities

As a result of the decrease in assets, the Group recorded net
liabilities of RMB3,680 million as at 31 December 2019 as
compared to net liabilities of RMB563 million as at 31 December
2018.

Gross Profit and Margin

Gross profit decreased by RMB547 million to RMB354 million in
the financial year ended 31 December 2019 as compared to
RMB901 million in the financial year ended 31 December 2018.
The decrease in gross profit was in line with the decrease in
revenue during the financial year under review. Notwithstanding
the decrease in gross profit, gross profit margin increased to
33.8% in the financial year ended 31 December 2019 as
compared to 29.1% in the financial year ended 31 December
2018. The increase in gross profit margin was the net effects of
lower construction costs and change in product mix.
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Management Discussion and Analysis (Continued)
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Other Income

Other income increased by RMB30 million to RMB72 million in
the financial year ended 31 December 2019 as compared to
RMB42 million in the financial year ended 31 December 2018.
The increase in other income was mainly due to a gain on
disposal of properties for sale under development in the
financial year ended 31 December 2019 as compared to the
financial year ended 31 December 2018. Other income are
comprised of subsidy income, gain on disposal of property,
plant and equipment and certain non-recurring income and
gains.

Selling and Distribution Expenses

Selling and distribution expenses decreased by RMB103 million
or 46.1% from RMB224 million in the financial year ended 31
December 2018 to RMB121 million in the financial year ended
31 December 2019 which was mainly due to a decrease in
general selling, marketing and advertising activities during the
financial year under review.

Administrative Expenses

Administrative expenses decreased by RMB91 million from
RMB407 million in the financial year ended 31 December 2018
to RMB316 million in the financial year ended 31 December
2019 which was mainly due to decrease in foreign exchange
losses and staff costs during the financial year under review. The
decrease in staff costs was due to decrease in number of staff
during the financial year under review.

Finance Costs

Finance costs decreased by RMB325 million from RMB1,020
million in the financial year ended 31 December 2018 to
RMB695 million in the financial year ended 31 December 2019
which was mainly due to decrease in interest on senior notes
and bank borrowings during the financial year under review.
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Management Discussion and Analysis (Continued)
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Income Tax Expenses

The Group recorded income tax credit of RMB419 million in the
financial year ended 31 December 2019 as compared to a
income tax expenses of RMB307 million in the financial year
ended 31 December 2018. The changes was mainly due to
deferred tax impact of the fair value changes of the investment
properties.

Loss for The Year Attributable to Owners of The
Company

The Group recorded a loss of RMB2,766 million in the financial
year ended 31 December 2019 as compared to a loss of
RMB4,216 million in the financial year ended 31 December
2018. The decrease in losses was mainly due to the combined
effects of decreases in distribution and selling expenses,
administrative expenses, finance costs, impairment loss on
various assets and loss on disposal of subsidiaries.

BUSINESS REVIEW

Contracted Sales

During the financial year under review, the Group recorded
contracted sales and contracted sales area of RMB761 million
and 56,842 sq.m., representing a decrease of 72.6% and 83.9%
respectively as compared to the financial year ended 31
December 2018 (2018: RMB2,778 million; 352,273 sq.m.).

Project development

As at 31 December 2019, the Group had 14 development
projects in Jiangsu, Zhejiang, Shandong, Hubei, Heilongjiang,
Jilin, Henan, Liaoning, Chongqging and Fujian, including 12
trade logistics centers, 2 multi-functional commercial complexes
and residential projects.

Completed projects

During the financial year under review, the Group completed a
total of 19 projects or project phases with a gross floor area
("GFA") of approximately 5,640,176 sg.m., including
approximately 3,445,389 sq.m. of GFA sold and delivered and
approximately 98,990 sg.m. of GFA held for lease.
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Management Discussion and Analysis (Continued)
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Projects under development

As at 31 December 2019, the Group had a total of 14 projects or
project phases under development with a total planned GFA of
1,005,696 sgq.m.,
pre-sold and approximately 708,026 sgq.m. of GFA held for

including GFA of approximately 297,670 sg.m.
lease.

Projects planned for future developments

As at 31 December 2019, the Group had a total of 13 projects or
project phases planned for future development, with a total
planned GFA of approximately 1,953,567 sg.m..

Land Bank

The Group considers that acquisition of ample land bank at
reasonable costs is crucial to the long-term development and
profitability of the Company. The Group carried out in-depth
studies on local urban planning and acquired lands of
substantial development potential in order to build new
commercial areas and design projects in line with market
demand. During the year under review, the Group was
committed to securing a land bank at the regions we operate,
while actively exploring and developing other regions, allowing
the Group to expand its land bank nationwide.

As of 31 December 2019, the total planned GFA of land bank
amounted to approximately 1,953,567 sg.m..

Centralised Operation, Management and Marketing

Most of the purchasers of our retail stores entered into exclusive
operation and management agreements with the Group,
pursuant to which the Group received management service
income from the purchasers for managing the leases of the
retail shops, event organization and ancillary service. The Group
also provided the purchasers with services such as project
positioning, planning, design, construction, planning and
marketing, leasing and operation so as to ensure the centralized
operation of projects.
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Management Discussion and Analysis (Continued)
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The Group develops and operates its trade logistics centers
and multi-functional commercial complexes under the brands of
"Wuzhou International” and “Columbus”. In order to unify the
brand image of its trade logistics centers and multi-functional
commercial complexes, its professional planning and marketing
team is responsible for formulating the nation-wide promotion
strategies and coordinating marketing activities. After years of
effort that included delivering high quality of products and
successful brand strategy, the asset management, construction,
design and operation capability of the Group were highly
recognized in the industry. As a result, the brands “Wuzhou
International” and “Columbus” were well-received in those
places where the Group operates.

Future Prospects

Upon completion of the Group’s restructuring, the Group is
expected to have a business with sufficient assets and
sustainable profits.

LIQUIDITY, FINANCIAL AND CAPITAL
RESOURCES

Cash Position

As at 31 December 2019, the Group’s bank balances and cash
(including restricted cash and pledged deposits) was RMB423
million (2018: RMB533 million), representing a decrease of
20.7% as compared to that as at 31 December 2018. A portion
of our cash are restricted bank deposits that are restricted for
use of property development. The restricted bank deposits will
be released upon completion of the development of the
relevant properties in which such deposits relate to. As at 31
December 2019, the Group's restricted cash was RMB90 million
(2018: RMB131 million), representing a decrease of 31.3% as
compared to that as at 31 December 2018.
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Management Discussion and Analysis (Continued)
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Current Ratio and Gearing Ratio

As at 31 December 2019, the Group has current ratio (being
current assets over current liabilities) of 0.54 compared to that
of 0.66 as at 31 December 2018. The gearing ratio was 129.1%
as at 31 December 2019 compared to that of 107.6% as at 31
December 2018. The gearing ratio was calculated by net debts
(aggregating interest-bearing bank and other borrowings,
corporate bonds, senior and convertible notes, trade and bills
payables, other payables and accruals and contract liabilities,
net of cash and cash equivalents) over the total capital of the
Group plus net debts. The total debt (aggregating interest-
bearing bank and other borrowings, corporate bonds, senior
and convertible notes) over total assets ratio was 60.1% as at 31
December 2019 compared to that of 49.2% as at 31 December
2018.

Borrowings and Charges on The Group’s Assets

As at 31 December 2019, the Group had an aggregate interest-
bearing bank and other borrowings, senior and convertible
notes and corporate bonds of RMB3.2 billion (2018: RMB3.7
billion) and RMB&.0 billion (2018: RMB5.7 billion), respectively.
Amongst the interest bearing bank and other borrowings,
RMB2.7 billion (2018: RMB2.5 billion) will be repayable within 1
year, RMB499 million (2018: RMB992 million) will be repayable
between 2 to 5 years and none was repayable after 5 years
(2018: RMB233 million). The senior notes were repayable within
1 year and convertible notes were redeemable on or after 30
September 2017. Amongst the corporate bonds, RMB3.4 billion
(2018: RMB2.0 billion) are repayable within 1 year and (2018:
RMB1.1 billion) none was repayable between 2 to 5 years (2018:
RMB1.1 billion).
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Management Discussion and Analysis (Continued)
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As at 31 December 2019, a substantial part of the interest-
bearing bank and other borrowings were secured by land use
rights and properties of the Group. The senior and convertible
notes were jointly and severally guaranteed by certain
subsidiaries of the Group and secured by pledge of their shares.
The interest-bearing bank and other borrowings and corporate
bonds were denominated in RMB while the senior and
convertible notes were denominated in U.S. Dollar.

The Company has announced in the financial year ended 31
December 2018 that it has defaulted its senior and convertible
notes and corporate bonds. Please refer to the Company's
announcement dated 7 July 2018, 10 August 2018, 23 August
2018, 24 August 2018, 21 September 2018 and 4 October 2018
for further details.

Foreign Exchange Exposures

The Group mainly operates in the PRC. Other than the foreign
currency denominated bank deposits, bank borrowings, senior
and convertible notes, the Group does not have any other
material direct exposure to foreign exchange fluctuations. To
mitigate foreign exchange exposure for the purpose of
minimising adverse effect on the operation of the Group, the
Group continues to adopt a conservative approach and will
closely monitor the foreign currency market and actively explore
the domestic capital market for financing opportunities.

Capital Commitments

As at 31 December 2019, the Group had committed payment
for properties under development amounting to RMB3.0 billion
(2018: RMB3.0 billion).
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Management Discussion and Analysis (Continued)
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Contingent Liabilities

As at 31 December 2019, the Group had (a) the share of a joint
venture's contingent liabilities of RMB23 million (2018: RMB23
million) arising from litigations, details of which are set out in
Note 21 and 44 to the consolidated financial statements; and (b)
provided guarantees amounting to RMB2.7 billion (2018:
RMB2.7 billion) in respect of mortgage facilities granted by
certain banks in connection with the mortgage loans entered
into by purchasers of the Group’s properties. Pursuant to the
terms of the guarantees, if there is default of the mortgage
payments by these purchasers, the Group is responsible to
repay the outstanding mortgage loan together with accrued
interests thereon and any penalty owed by the defaulted
purchasers to banks. The Group is then entitled to take over the
legal title of the relevant properties. The guarantee period
commences from the dates of grant of the relevant mortgages
loans and ends after the purchaser obtained the individual
property ownership certificate. In the opinion of the Directors,
no provision for the guarantee contracts was recognised in the
financial statements for the year ended 31 December 2019 as
the default risk is low.

Employees and Remuneration Policies

As at 31 December 2019, the Group had approximately 585
(2018: 1,147) employees, of which 393 (2018: 843) employees are
involved in the property development sector and 192 (2018:
304) employees are involved in the property operation services
sector. Total staff costs (including Directors’ emoluments) for
the year ended 31 December 2019 amounted to RMB87 million
(2018: RMB147 million). Remuneration is determined with
reference to the performance, skills, qualifications and
experiences of the staff concerned and according to the
prevailing industry practice. Besides salary payments, other staff
benefits include contribution to the mandatory provident fund
(for Hong Kong employees) and state-managed retirement
pension scheme (for PRC employees), a discretionary bonus
program and a share option scheme.
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Report of the Directors
EEEHRE

The Directors have pleasure in presenting the annual report and
the audited consolidated financial statements of the Group for
the year ended 31 December 2019.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The activities
of its principal subsidiaries are set out in note 1 to the
consolidated financial statements.

BUSINESS REVIEW

A fair review of the business of the Group as well as a discussion
and analysis of the Group's performance during the year as
required by Schedule 5 to the Companies Ordinance (Chapter
622 of the laws of Hong Kong), including a discussion of the
principal risks and uncertainties facing the Group and an
indication of likely future development in the Group's business
can be found in the sections headed “Chairman’s Statement”,
“Management Discussion and Analysis” and "Corporate
Governance Report” of this annual report. These discussions
form part of this Directors’ report.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2019
are set out in the consolidated statement of profit or loss and
other comprehensive income on page 72.

The Board does not recommend the payment of a final dividend

for the year ended 31 December 2019 (2018: Nil).

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the last five financial years is set out on page 208 of
this annual report.
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Report of the Directors (continued)
EEEHRET W

SHARE CAPITAL AND SHARE OPTIONS

Details of movements in the share capital of the Company
during the year ended 31 December 2019 are set out in note 39
to the consolidated financial statements.

Details of movements in the share options of the Company are
set out in note 37 to the consolidated financial statements.

RESERVES

Details of movements in the reserves of the Group and the
Company for the year ended 31 December 2019 are set out in
the consolidated statement of changes in equity on page 75
and note 40 to the consolidated financial statements.

DISTRIBUTABLE RESERVES

At 31 December 2019, the Company had no reserves available
for distribution under the provisions of the Companies Law (as
revised) of the Cayman islands (2018: Nil).

DONATIONS

Charitable and other donations made by the Group during the
year ended 31 December 2019 amounted to approximately
RMB37,920 (2018: approximately RMB26,500).

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment of the
Group during the year ended 31 December 2019 are set out in
note 18 to the consolidated financial statements.

SUBSIDIARIES, JOINT VENTURE AND ASSOCIATES

Particulars of the Company’s principal subsidiaries, joint venture
and associates are set out in notes 49, 21 and 22 to the
consolidated financial statements respectively.
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Report of the Directors (continued)
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DIRECTORS

The Directors during the year and up to the date of this report
were:

Executive directors:

Mr. Shen Xiaowei (Chief Executive Officer)
(appointed as Chief Executive Director on 23 July 2020)

Mr. Zhu Yonggiu

Ms. Cai Qiaoling

Mr. Zhou Chen

Mr. Shu Cecheng
(resigned on 19 June 2019)

Mr. Shu Cewan
(appointed as Chairman on 19 June 2019 and
resigned on 23 July 2020)

Independent non-executive directors:

Dr. Song Ming
Prof. Shu Guoying
Mr. Liu Chaodong

All Directors are subject to retirement by rotation at annual
general meetings of the Company in accordance with the
Company's articles of association (the “Articles of Association”).

In accordance with Article 104(a) of the Articles of Association,
Dr. Song Ming, Prof. Shu Guoying and Mr. Liu Chaodong will
retire by rotation at the forthcoming annual general meeting of
the Company (the “Annual General Meeting”) and, being
eligible, have offered themselves for re-election at the Annual
General Meeting.

In accordance with Article 99(c) of the Articles of Association,
any Director appointed by the Board after the annual general
meeting of the Company held on 1 June 2018 will retire at the
Annual General Meeting. Accordingly, Mr. Shen Xiaowei, Mr.
Zhu Yonggiu, Ms. Cai Qiaoling, Mr. Zhou Chen and Mr. Liu
Chaodong will retire from office and, being eligible, have
offered themselves for re-election at the Annual General
Meeting.

18 WUZHOU INTERNATIONAL HOLDINGS LIMITED / ANNUAL REPORT 2019

S

RAFERBERREEH  EFMT -

BITES

ILRE LA (TTHAEE)
(R -_EF+A-+=HELZEA
THABED
RKERIHE
BRI
BEEE
AR E
(RZZE—NFNA+NLBET)
ERAEE
(RZZE-—NEFENATNBEZEAR
FEERZEEFLA=+=H
BHE)

BAFATES:

REgEL
= B HIR
FIFREL

EREFARBEANFAKEIEMAA (T4
BERMARDRARARRBFAS L
BERE-

RIB A Z 2 AR 104) 16 - REIB
T FEEHELBFRAEETRART
FERRBEFA S ((RRBFAE])WE
REMTEEBRLIMERRRBFAE L
IR -

REASEERAUEOOGR R_F
—NFRA—BRETZARBRRBSF
RERBEEFGEZEZENESE - B
RIAFRERE - At - LBEESRLE - K
KIRSEAE -~ B AL - FARSEEKEH
RAEBEREER  RFAERLBEER
BERBFRE LBEET -



Report of the Directors (continued)
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A circular containing, inter alia, the biographical details of the
Directors proposed to be re-elected at the Annual General
Meeting and the notice of the Annual General Meeting will be
sent to Shareholders of the Company.

The Company has received, from each of the independent non-
executive Directors, an annual confirmation of his independence
pursuant to Rule 3.13 of the Rules (the “Listing Rules”) Governing
the Listing of Securities on the Stock Exchange of Hong Kong
Limited (the “Stock Exchange”). The Company considers all the
independent non-executive Directors meet the guidelines set out
in Rule 3.13 of the Listing Rules for assessing independence.

DIRECTORS’ SERVICE CONTRACTS

Each of Mr. Shen Xiaowei, Mr. Zhu Yonggiu, Ms. Cai Qiaoling
and Mr. Zhou Chen, the executive Directors, entered into a
service contract with the Company for a specific term of three
years commencing from 7 August 2018. Each of Mr. Shu
Cecheng and Mr. Shu Cewan entered into a service contract
with the Company for a specific term of three years
commencing from 18 May 2016.

Mr. Liu Chaodong, an independent non-executive Directors,
entered into a service contract with the Company for a specific
term of three years commencing from 7 August 2018. Each of
Dr. Song Ming and Prof. Shu Guoying, an independent non-
executive Director, entered into a service contract with the
Company for a specific term of three years commencing from
18 May 2016.

All Directors are subject to retirement by rotation and re-
election at annual general meetings of the Company in
accordance with the Company's Articles of Association.

No Director proposed for re-election at the Annual General
Meeting has a service contract with the Company which is not
determinable by the Group within one year without payment of
compensation, other than normal statutory compensation.
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Report of the Directors (continued)
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS
AND SHORT POSITION IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As of 31 December 2019, the interests and short positions of the
Directors and the chief executive in the Shares, underlying
Shares and debentures of the Company or of any associated
corporations (within the meaning of Part XV of the Securities
and Futures Ordinance (the "SFO")), which were required to be
notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests and
short positions which they were taken or deemed to have under
such provisions of the SFO) or which were required, to be
entered in the register maintained 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 Issuers (the
“"Model Code”) were as follows:

(i) Long positions in the Shares and underlying

EERFERTHRAERKRD - HHE
RORESZNEZRKXR

BE-_Z—h&E+-_A=+—H %K
FEITHRABRAR G AL E5H A E
(EERBHLBEGA(TEHFRBEK
B1]) EBXVER) P& - MR RESHT -
HERBES MPERDIEXVIBET &S
DEEMEARNRA A LB ATARERS RAR
(BEREES KB EANEBIEXEE
EXRRBEBNEEIAR)  HREBE
HRHEEGAIEI2EBAZ LR ARETF
ERNETMHOERSE AR - RE EME
TAZERBITERR HIZAESTA (122
PRI BSRTAME RN G R TR S
NAKBUWT -

(i) RERORERRONER

Shares
Approximate
percentage
to the issued
Name of Number of Interest in Shares as at
Director/ Long/Short issued Shares underlying 31 December
Chief Executive  position Nature of interest held Shares 2019
E=8-hF
+=A=t—H
EEIE e T REERD EBRTROW
THABHE i/ %R EEMtE RHEE rRE BREDH
Mr. Shu Cewan Long position Interest of controlled 1,059,340,000 - 21.23%
corporation®”

RN LA He RiEdEEER 1,059,340,000 - 21.23%

Notes: BitsE

(1) Boom Win Holdings Limited (“Boom Win") is owned as to 60% by
Mr. Shu Cecheng and as to 40% by Mr. Shu Cewan. Both Mr. Shu
Cecheng and Mr. Shu Cewan are directors of Boom Win. Mr. Shu
Cecheng and Mr. Shu Cewan are deemed to be interested in the
Shares held by Boom Win for the purpose of Part XV of the SFO.
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(ii) Long positions in Associated Corporation

(i) FrdEBEENETR

Percentage
to that
associated
corporation’s
issued share

Name of capital as at

Name of Nature of associated Number of Description 31 December

Director interest corporation shares held of shares 2019

E=B-hEF

+=A=+-8

iR -]

e EE ERTRAE

EEpA BmMtE =2 BFEROHA RH 15 Bl

Mr. Shu Cewan Corporate interest  Boom Win 20,000 shares Par value of 40%

US$1.00

FFERALAE EEER RSl 20,000 %A% 7 ME{E1.003%7T 40%

Save as disclosed above, as at 31 December 2019, none of [ FXAAEEEIN - BE-"ZE—HLE+—

the Directors and chief executive of the Company had an
interest or short position in the Shares, underlying Shares
and debentures of the Company or any associated
corporations (within the meaning of Part XV of the SFO)
which (a) were required to be notified to the Company and
the Stock Exchange pursuant to Part XV of the SFO
(including the interests and short positions which they were
taken or deemed to have under such provisions of the
SFO); or (b) were required, pursuant to section 352 of the
SFO, to be entered in the register referred to therein; or (c)
were required, pursuant to the Model Code to be notified
to the Company and the Stock Exchange.
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SHARE OPTION SCHEME

The Company adopted the Scheme which became effective on
27 May 2013 for the purpose of rewarding eligible participants
who have contributed to the Group and to encourage eligible
participants to work towards enhancing the value of the
Company. Eligible participants of the Scheme include (i) any
employee (whether full time or part time) of the Company, its
subsidiaries or any entity in which the Group holds any equity
interest (the “Invested Entity"”), including any executive Director,
directors of its subsidiaries or Invested Entity; (ii) any non-
executive Director (including independent non-executive
Director), non-executive directors (including independent non-
executive) of its subsidiaries or any Invested Entity; or (i) any
senior management of the Company, its subsidiaries or Invested
Entity that the Board considers, in its sole discretion, have
contributed or will contribute to the Group. Subject to earlier
termination of the Scheme by the Company in general meeting
or by the Board, the Scheme shall be valid and effective for a
period of 6 years from the date of its adoption.

The total number of Shares which may be issued upon exercise
of all options to be granted under the Scheme and any other
share option schemes of the Company must not in aggregate
exceed 10% of the Shares in issue when the Scheme was
adopted, unless with the prior approval from the Company's
Shareholders. The Company had 449,472,191 Shares available
for issue under the Scheme, which represented 9.0% of the
Company’s Shares in issue as at the date of this report. The
maximum number of Shares in respect of which options may be
granted under the Scheme to each eligible participant in any
12-month period is not permitted to exceed 1% of Shares in
issue, unless with the prior approval from the Company's
Shareholders and with such participants and his close associates
abstaining from voting. Options granted to a connected person
of the Company, or any of their respective associates, shall be
subject to the prior approval of the independent non-executive
Directors. Where any option granted to a substantial
Shareholder or an independent non-executive Director, or any
of their respective associates, would result in the Shares issued
or to be issued upon exercise of all options already granted and
to be granted to such person in the 12 month period, (i)
representing in aggregate over 0.1% of the Shares in issue on
the date of such grant; and (ii) having an aggregate value,
based on the closing price of the Shares, in excess of HK$5
million, such grant of options shall be subject to prior approval
by resolutions of the Shareholders (voting by way of poll).
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An offer of the grant of an option under the Scheme shall
remain open for acceptance for 15 days from the date of grant.
Upon acceptance of such grant, the grantee shall pay HK$1 to
the Company as consideration. Options may be exercised in
accordance with the terms of the Scheme at any time from the
date of grant until the expiry of 6 years from such date. The
subscription price shall be determined by the Board in its
absolute discretion, and in any event shall not be less than the
higher of (i) the closing price of Shares as stated in the Stock
Exchange'’s daily quotations on the date of grant of that option,
which must be a business day; (ii) the average closing price of
Shares as stated in the Stock Exchange's daily quotations for
the five business days immediately preceding the date of grant
of that option; and (i) the nominal value of the Shares.

For the year ended 31 December 2019, no share option has
been granted and no option has been exercised under the
Scheme. All the outstanding share options granted under the
Scheme were lapsed/cancelled in September 2017.

NON-PUBLIC ISSUE OF ON-SHORE CORPORATE
BONDS IN THE PRC

During the year ended 31 December 2016, Wuxi Wuzhou
International Ornament City Co., Ltd., a limited liability company
established in the PRC and a wholly-owned subsidiary of the
Company, had, based on the result of book-building process,
issued two tranches of Corporate Bonds in the PRC.

On 11 January 2017, Wuxi Wuzhou International Ornament City
Co., Ltd. issued the third tranche of the Corporate Bonds in the
amount of RMB1 billion for a term of three years, with an annual
coupon rate of 7.30%.

Wuxi Wuzhou International Ornament City Co., Ltd. issued the
Corporate Bonds in order to provide additional source of
funding. Wuxi Wuzhou International Ornament City Co., Ltd.
planned to use the net proceeds from the Corporate Bonds for
refinancing and as general working capital of Wuxi Wuzhou
International Ornament City Co., Ltd. and its subsidiaries. The
net proceeds from the issue of this third tranche of the
Corporate Bonds amounted to approximately RMB989 million.
As at the date of this report, the net proceeds have been fully
utilised in compliance with the intended use of the proceeds.

For more details, please refer to the announcements of the
Company dated 13 January 2017.
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

There was no purchase, sale or redemption by the Company or
any of its subsidiaries of the Company’s listed securities during
the financial year ended 31 December 2019.

DIRECTOR'’S INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR SIGNIFICANT CONTRACTS

There was no transaction, arrangement or significant contract,
to which the Company, its holding company, fellow subsidiaries
or subsidiaries was a party and in which a Director or an entity
connected with a Director had a material interest, whether
directly or indirectly, subsisted at the end of the year or at any
time during the year ended 31 December 2019.

PERMITTED INDEMNITY

The Articles of Association provide that the Company shall
indemnify and hold harmless out of the assets of the Company
any Director who was or is made or is threatened to be made a
party or is otherwise involved in any action, suit or proceeding,
whether civil, criminal, administrative or investigative in which
judgment is given in his favour, or in which he is acquitted, by
reason of the fact that he is or was a Director or, while a
Director, is or was serving at the request of the Company as a
director, including service with respect to employee benefit
plans, against all liability and loss suffered and expenses
(including attorneys’ fees) reasonably incurred by the Director.

The Company has arranged appropriate coverage on Directors’
and officers’ liabilities in respect of legal actions against
Directors and senior management arising out of corporate
activities.
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Report of the Directors (continued)
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MANAGEMENT CONTRACT

No contracts concerning the management and administration
of the whole or any substantial part of the business of the Group
subsisted at the end of the year or at any time during the year
ended 31 December 2019.

SUBSTANTIAL SHAREHOLDERS

As of 31 December 2019, so far as the Directors or chief
executive of the Company were aware, the person(s) (other than
a Director or chief executive of the Company) who had interests
or short positions in any Shares and underlying Shares as
recorded in the register required to be kept by the Company
under section 336 of the SFO were as follows:
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Approximate
percentage of

Number of interest in the

Shares/ Company as at

underlying 31 December

Name of shareholder Nature of interest Shares held 2018
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Boom Win Beneficial interest” 1,059,340,000 21.23%

B TSRS 1,059,340,000 21.23%

Mr. Shu Cecheng Interest of controlled corporation® 1,059,340,000 21.23%

R ST A X EE RO 1,059,340,000 21.23%

Mr. Sun Hongbing Beneficial interest 1,016,548,907 20.37%

YN EmiEnm 1,016,548,907 20.37%
Note: Mz -

(1) Boom Win is owned as to 60% by Mr. Shu Cecheng and as to 40% by Mr.
Shu Cewan. Each of Mr. Shu Cecheng and Mr. Shu Cewan is deemed to
be interested in the Shares held by Boom Win for the purpose of Part XV
of the SFO.

Save as disclosed above, as at 31 December 2019, the Directors
were not aware of any other persons who had any interests or
short positions in the Shares or underlying Shares of the
Company as recorded in the register required to be kept under
section 336 of the SFO.
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MAJOR CUSTOMERS AND SUPPLIERS

During the year ended 31 December 2019, the aggregate sales
attributable to the five largest customers of the Group
accounted for less than 30% of the Group's total sales in the
year.

During the year ended 31 December 2019, the aggregate
purchases attributable to the five largest suppliers of the Group
accounted for less than 30% of the Group's total purchases in
the year.

None of the Directors, their close associates or any
Shareholders (which to the knowledge of the Director owned
more than 5% of the Company's issued share capital) has a
beneficial interest in the Group's five largest customers or
suppliers.

CONNECTED TRANSACTIONS

During the year ended 31 December 2019, there was no
connected transaction of the Group that need to be disclosed
pursuant to Chapter 14A of the Listing Rules.

RELATED PARTY TRANSACTIONS

Details of the related party transactions undertaken by the
Group during the year ended 31 December 2019 are set out in
note 47 to the financial statements. These related party
transactions either did not constitute connected transactions/
continuing connected transactions or constituted connected
transactions/continuing connected transactions but were
exempted from all disclosure and independent Shareholders’
approval requirements under the Listing Rules.

INTERESTS IN COMPETING BUSINESS

Save as disclosed, none of the Directors or any of their
respective associates have engaged in any business that
competes or may compete, either directly or indirectly, with the
business of the Group or have any other conflict of interests
with the Group.
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Report of the Directors (continued)
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EMOLUMENT POLICY

The Group's emolument policy is designed to attract, retain and
motivate talented individuals to contribute to the success of the
business. The Group's emolument policy of the employees is
formulated and reviewed by the remuneration committee of the
Company on the basis of their merit, qualifications and
competence.

The emoluments of the Directors are determined by the
remuneration committee, having regards to the Group's
operating results, individual performance and comparable
market statistics.

The Group operates a mandatory provident fund scheme under
the rules and regulations of the Mandatory Provident Fund
Schemes Ordinance for all its employees in Hong Kong. All the
employees of the Group in Hong Kong are required to join the
Company's mandatory provident fund scheme. Contributions
are made based on a percentage of the employees’ salaries.
The assets of the Company’s mandatory provident fund scheme
are held separately from those of the Group by an
independently administered fund. Contributions of the
employer vest fully with the employees when contribution was
made by the Company into the mandatory provident scheme.
No forfeited contribution is available to reduce the contribution
payable in the future years as of 31 December 2019.

The Group's subsidiaries in the PRC, in compliance with the
applicable regulations of the PRC, participated in a state
managed retirement benefits scheme operated by the local
government. The subsidiaries are required to contribute a
specific percentage of their payroll costs to the retirement
benefits schemes. The only obligation of the Group with respect
to the retirement benefits scheme is to make the specified
contributions. During the year ended 31 December 2019, the
total amounts contributed by the Group to the schemes and
amount charged to the consolidated income statement
represented contribution payable to the scheme by the Group
at rates specified in the rules of the schemes.
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DEED OF NON-COMPETITION

Each of Mr. Shu Cecheng and Mr. Shu Cewan, the executive
Directors, and Boom Win (the “Controlling Shareholders”),
entered into a deed of non-competition dated 18 May 2013 (the
"Deed of Non-competition”) in favour of the Company (for itself
and on behalf of all members of the Group), pursuant to which
each of the Controlling Shareholders would not, and would
procure that none of his/its associates (other than any member
of the Group) will directly or indirectly, engage in any business
which competes or is likely to compete directly or indirectly with
the Group's business in the PRC or other places in which the
Group carries on business.

In this regard, each of the Controlling Shareholders had
provided to the Company a written confirmation in respect of
his/its compliance with the Deed of Non-competition for the
year ended 31 December 2019 and no personal interests were
ever declared by any Controlling Shareholders who are also
Directors at the Directors’ meetings. The independent non-
executive Directors had also reviewed the compliance by each
of the Controlling Shareholders with the undertakings in the
Deed of Non-competition during the year ended 31 December
2019. The independent non-executive Directors had confirmed
that, as far as they can ascertain, there is no breach by any of
the Controlling Shareholders of the undertakings in the Deed of
Non-competition given by them.

As of the date of this annual report, the Company is not aware
of any other matters regarding the compliance of the
undertaking and there has not been any change in the terms of
the Deed of Non-competition since the Company's listing on
the Stock Exchange.
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Report of the Directors (continued)
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ESG DISCUSSION

The Group has been transforming itself into an operator of
modern mega-sized trade logistics parks. By gradually
embedding environmental, social and governance ("ESG")
factors into our daily operations, we have been striking a
balance between business development and mitigation of
environmental and social impact we created. In the regard, the
Group aims to deepen its dialogues with its key stakeholder
groups through platforms such as interactive activities, meetings
and publications. Our key stakeholder groups include tenants,
customers, employees, suppliers, trade associations, local
communities, etc. We strive to maintain close relationship with
our stakeholders and respond to their key concerns through
reporting our ESG performance. The Group's ESG Report will
be published in due course and can be found on both the
Company'’s and the Stock Exchange’s websites.

Environment

The Group is dedicated to implementing its environmental
protection philosophy. Embracing the increasingly stringent
national environmental laws in China, we continue to keep
abreast of the latest regulatory developments, ensuring the
Group is able to fully grasp such implications. The failure to be
responsive to changes to such regulations may adversely affect
the Group's reputation, operations and financial performance.
While these measures require considerable internal resources
and result in additional operational cost, the Group highly
values the importance of ensuring compliance with applicable
legal and regulatory requirements. In 2019, the Group has
strictly abided by the applicable environmental laws and
regulations and received no major fines for environmental
violations in 2019.

For our property management business, it is primarily an office-
based operation. Our environmental initiative is to focus on
energy saving and waste reduction, such as the promotion of
paperless office, installation of office automation systems, use
of video conferencing to replace business travel, etc.
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For our project development business, all new projects are
required to submit environmental impact assessment report,
and construction begins only after obtaining permission from
the environmental protection agency. We have also prepared
the “Engineering Environmental Protection Management
Guidance Manual”, detailing the requirements of environmental
protection and energy conservation measures.

We will continue to improve, identify, assess and control the
potential risk of wastewater and waste disposal, and monitor
the performance indicators related to the environment of the
construction site.

For further information about the Company’s environmental
performance during the year under review, please refer to the
separate ESG Report to be issued by the Company.

Employee

With the Group’s comprehensive and transparent recruitment
and promotion mechanism, we can effectively attract and retain
talent. In 2019, we have strictly complied with the “Labour Law
of the People’s Republic of China” and “Labour Contract Law
of the People’s Republic of China” in Mainland China. All new
employees are required produce originals and copies of original
qualification documents necessary for the onboarding process
and recruitment procedures according to requirements.
Furthermore, they are required to fill out the “staff information
form”. Through strictly verifying new employee’s identification,
potential incidents on hiring child labour could be eliminated.

Over the years, the Group has been recruiting talents from both
university campuses and the society to enhance the Company’s
talent reserve. We have been continuously promoting the
"high-flying” project targeting university students, aiming to
enrich the Group's talent pool.
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Customers

The Group has been striving to attain higher customer
satisfaction levels by providing better quality services to its
customers. Detailed requirements regarding customer service
are listed in our staff handbook. Calls received from customers
and customer satisfaction measurements are handled according
to regulations, and employees are strictly prohibited from
intercepting needs and concerns expressed by customers. We
have also developed a series of customer service management
methods, including “retail customer service management
approach”, “complaints management approach”, carrying out
in-depth market management work and standardization of the
market in order to avoid competition between tenants.

Suppliers

On engaging with our suppliers, in addition to ensure their
business principles, conduct, and standards are aligned with our
own, we regularly monitor whether their performance has
satisfied the Group's requirements regarding environmental
and social aspects. Since 2018, a supplier database has also
been established to improve procurement efficiency.

Community

The Group bears its share of corporate social responsibility,
understanding that it requires long-term efforts and does not
imply participating charitable activities on one-off basis. During
the year, the Group held a number of community activities
throughout Mainland China. By donating funds, materials and
organizing public welfare activities, we actively connect with the
communities by offering assistance in the areas of poverty
alleviation, education, etc. In 2019, the Group had donated a
total of approximately RMB37,920.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s Articles of Association, or the laws of Cayman
Islands, which would oblige the Company to offer new Shares
on a pro-rata basis to existing Shareholders.
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CORPORATE GOVERNANCE

Principal corporate governance practices adopted by the
Company are set out in the Corporate Governance Report
contained in this annual report.

COMPLIANCE WITH RELEVANT LAWS AND
REGULATIONS

The Group and its activities are subject to requirements under
various laws. These include, among others, Labour Law of the
PRC* (" ZE ARFEMEISBEYE"), Labour Contract Law of the
PRC ("HEARKEMBEILE & [RIE") Environmental Protection
Law of the PRC* ("3 AR KMBIRFEREL"), Law of the PRC
on Wholly Foreign-Owned Enterprises* ("#%E A R EFBEIINE
B%7%") and Law of the PRC on Enterprise Income Tax* (“H#
ARKEFBIPHEMERE") and the applicable regulations,
guidelines and policies issued or promulgated under or in
connection with these statutes. On the listed company level, the
Group is also subject to the Listing Rules, the Codes on
Takeovers and Mergers and Share Buybacks, the Companies
Ordinance (Chapter 622 of the Laws of Hong Kong), the
Securities and Futures Ordinance (Chapter 571 of the Laws of
Hong Kong) and/or the laws, rules and regulations of the
jurisdictions where the Group companies are incorporated. The
Company seeks to ensure compliance with these requirements
through various measures such as internal controls, trainings
and oversight of various business units at different levels of the
Group. The Group highly values the importance of ensuring
compliance with applicable legal and regulatory requirements.

During the year ended 31 December 2019, as far as the
Company is aware, there was no material breach of or non-
compliance with applicable laws and regulations by the Group
that has a significant impact on the business and operations of
the Group.
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SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the
Company and within the knowledge of the Directors, at the
date of this annual report, the Company has maintained a
sufficient public float throughout the year ended 31 December
2019.

SIGNIFICANT INVESTMENTS, MATERIAL ACQUISITIONS
AND DISPOSALS OF SUBSIDIARIES, ASSOCIATES
AND JOINT VENTURES

Save for transactions disclosed elsewhere in this report, there
were no significant investments held, material acquisitions and
disposal of subsidiaries, associates and joint ventures during the
financial year under review.

FUND RAISING ACTIVITIES

Save as disclosed elsewhere in this report, the Company did not
have any equity fund raising activating during the year under
review.

On 29 August 2018, the Company entered into a subscription
agreement with the Cathy Capital Holdings Limited (”"Cathy
Capital”), pursuant to which Cathy Capital has agreed to
subscribe for, and the Company has agreed to issue, the
convertible notes in the principal amount of HK$2,000,000. On
16 June 2020, the aforesaid subscription was lapsed and has
ceased to have any effect since the Conditions Precedent have
not been fulfilled on or before 30 June 2019 or such other date
as may be agreed in writing between the Company and Cathy
Capital. Please refer to the announcements of the Company
dated 29 August 2018, 30 August 2018 and 16 June 2020 for
further details.
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EVENTS AFTER THE REPORTING PERIOD

Save for the transactions and events disclosed below, there
were no major event occurred since the end of the financial year
ended 31 December 2019 up to the date of this report.

On 30 March 2020, Wuxi Longxiang and Ningbo Huaye Material
Technology Company Limited* (B ZEZMERHR AR A A)
(“Ningbo Huaye"”) entered into a debt settlement agreement,
pursuant to which Wuxi Longxiang agreed to sell, and Ningbo
Huaye agreed to acquire, the Zhonghai Trust — Huayi Pure
Bond No. 7 Collective Funds Trust Scheme* (F/8{=5F — i
WETHFESESE7EETE)) at a total consideration of RMB31.68
million. Please refer to the Company’s announcement dated 31
March 2020 for further details.

On 10 April 2020, Wuxi Zhongnan Properties Investment
Company Limited* (BT EEXKREABRLQA) ("Wuxi
Zhongnan”) and Ningbo Huaye and Ningbo Qichuang
Properties Company Limited* (2R8I & % B R 2 7)) (“Ningbo
Qichuang”) entered into two debt settlement agreements
respectively, pursuant to which Wuxi Zhongnan agreed to sell,
and Ningbo Huaye and Ningbo Qichuang agreed to acquire,
certain interests in Zhonghai Trust — Huayi Pure Bond No. 6
Collective Funds Trust Scheme* (F/8155F — E R4 EHRES
E & 155E5T2l) at a consideration of RMB12.1 million and RMB20
million respectively. Please refer to the Company’s
announcement dated 16 April 2020 for further details.

On 4 August 2020, Wuxi Longxiang Investment Company
Limited* (EHHMEFEREABR AT (the “Vendor”), each of
Zhengzhou Ruimaotong Supply Chain Company Limited* (Z5)|
Mk B EEAR AR (the “Purchaser 1”) and Henan Yian
Supply Chain Management Company Limited* (i 18 % { fE
BIEHBMR AT (the "Purchaser 2") entered into the agreement
of property sale and bonds cancellation 1 and agreement of
property sale and bonds cancellation 2 respectively, pursuant to
which the Vendor agreed to sell, and the Purchaser 1 and
Purchaser 2 agreed to acquire a total of 52 commercial property
units situated on 5/F, Area A, Wuzhou Galaxy City and a total of
71 commercial property units situated on 4/F, Area C of Wuzhou
Galaxy City at a consideration of approximately RMB43.74
million and approximately RMB20.22 million respectively. For
details, please refer to the announcement of the Company
dated 4 August 2020.
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On 21 August 2020, the Company has published an
announcement in relation to the winding up of Hong Kong
Wuzhou International Group Limited (“Hong Kong Wuzhou”) by
way of creditors’ voluntary liquidation. As part of the Group's
restructuring and upon request by the relevant creditors,
Wuzhou International Investment Limited, the sole shareholder
of Hong Kong Wuzhou, an indirect wholly-owned subsidiary of
the Company, resolved that Hong Kong Wuzhou could not by
reason of its liabilities, continue its business, and that it should
be wound up. For details, please refer to the announcement of
the Company dated 21 August 2020.

On 24 August 2020, the Company has published an
announcement in relation to the independent review of the
independent advisor on (i) the suspected unapproved transfers
and (i) unauthorised fund transfers as required by the special
investigation committee of the Company. The special
investigation committee has considered the findings of the
report of the independent advisor and formed views and
recommendations. Further, the Board has taken remedial
actions in addressing concerns over the internal control of the
Group. For details, please refer to the announcement of the
Company dated 26 August 2020.

On 24 August 2020, the Company entered into a subscription
agreement with China Concept Fund SPC (“China Concept”),
pursuant to which China Concept has conditionally agreed to
subscribe new shares to be issued by the Company as part of
the Group's restructuring in order to fulfill the resumption
guidance and the additional resumption guidance issued by the
Stock Exchange. For details, please refer to the announcement
of the Company dated 26 August 2020.

R-ZBE-ZFENA-+—8  KAF T3
—HBRE - RNABENEEABREER
AKEERANBREREERAR([BER
M) B - tEARSBEEAN—ID RIE
HEERANEXR  KAFEEZEWES
REIEARAMNNE—RERAMNERIRES
RAFRFER BEAMNAEGEmMREE
BREEER  WEBE - F#BR2HA
ARIAAE—ZS_TEFNA+—HZA

a4 o

RZZEZTFNAZ+MA - KQA) T
—AE  RRERBELBERIZAR R

FFAEZE M ERB () B REHEEE
ENNACREESEEETHNBLE
B oRFRFAEZESEEEBYERMNER
ENAEERIHAEE R KEZ o i -
SR RIEIERE  BEREAEEN
HEEEmREE o SFIERAHARRIEHA
TE-TEFENAZFARHZRAE

R-_ZT-_ZTFNA=-FTMA - AAFH
China Concept Fund SPC ([ China
Concept]) ] 2 RIE W& - &It + China
Concept B I&HRERBARA R TET
ARG - ERAEEEAN—EH - B
R R TR B IR HE S R FTIE 1B MR 4R
5l o FIEFELHARRRMA-ST=ZF
NAZ+RBZRE -

TMBIFR AR AR AR / 2019 F43R] 35



Report of the Directors (continued)

EEERE @

Major findings of the independent review of the
independent advisor

On 24 August 2020, the Company has published an
announcement in relation to the independent review of the
independent advisor on (i) the suspected unapproved transfer
of equity interest in companies (the “Suspected Unapproved
Transfers”) and (ii) unauthorised fund transfers as required by
the special investigation committee of the Company.

Suspected Unapproved Transfers

1. since 1 January 2018, there were in total 15 Suspected
Unapproved Transfers, 13 of which had been completed,
while the remaining 2 were subject to dispute or official
registration;

2. each of the Suspected Unapproved Transfers had not
been reported to the Board,;

3. save for one Suspected Unapproved Transfers where the
Company had taken remedial action and published an
announcement on 20 August 2018 upon becoming aware
of it, the Board was not informed of the remaining 14
Suspected Unapproved Transfers and had therefore failed
to comply with the relevant reporting, announcement and
shareholders’ approval requirements of a notifiable
transaction as required under Chapter 14 of the Listing
Rules;

4. Mr. Shu Cecheng and/or Mr. Shu Cewan (“Messrs Shu”)
were the legal representatives and/or senior management
of the controlling shareholders of the subject entities
transferred at the time when the Suspected Unapproved
Transfer took place. Messrs Shu were also executive
directors of the Company at the material time and had
failed to report and disclose the potential transfer of the
entities to the Board. As all the Suspected Unapproved
Transfers were executed by either one of Messrs Shu,
Messrs Shu are likely to be held responsible for the
Company's failure in complying with the relevant
requirements under Chapter 14 of the Listing Rules;
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Messrs Shu explained that at the material time, the
Company did not have any policy or procedures in place
for reporting transfer of assets or equity interest of
subsidiaries to the Board and/or management and hence
they were not aware that the Suspected Unapproved
Transfers had to be reported to the Board for approval. It
was not until September 2018 did the Company set out the
policy and procedures for reporting transfer of assets or
equity interest of subsidiaries to the Board and/or
management;

since the Company had not put in place clear reporting
and approval policy or procedures for reporting transfer of
assets or equity interest of subsidiaries at the time of the
Suspected Unapproved Transfers, the independent advisor
was unable to conclude whether the Suspected
Unapproved Transfers were the result of the lack of clear
policy or procedures or the willful withholding of the
information by Messrs Shu; and

Unauthorized Fund Transfer

7.

during the Relevant Period, the Company made 30
transactions which involved payments with amount
equivalent to RMB10,000,000 or above;

amongst the 30 transactions reviewed, all the transactions
have complied with the relevant approvals as required
under the applicable payment procedures, except for the
5 transactions;

there were no discrepancies among the bank account
records and the internal records of all the subsidiaries of
the Company.

Remedial Actions Taken by the Company

The Board has considered the final reports prepared by the

independent advisor and the views and recommendation from

the special investigation committee of the Company. The Board

has taken the following remedial actions: (1) enhancement of

internal control; (2) reviewing on the Company's internal control

systems and financial reporting procedures; and (3) taking legal

advice on suspected unapproved transfers.
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Please refer to the announcement of the Company dated 24
August 2020 for further details. Further announcement in
relation to the Suspected Unapproved Transfers will be made as
and when appropriate.

AUDITORS

On 27 February 2020, BDO Limited has resigned as the auditor
of the Company and Zhonghui Anda CPA Limited was
appointed as the auditor of the Company on the even date.

The consolidated financial statements of the Group for the year
ended 31 December 2019 have been audited by Zhonghui
Anda CPA Limited (“Zhonghui Anda”), who was first appointed
by the Directors as the auditors of the Company on 28 February
2020 and will retire at the forthcoming annual general meeting
of our Company and, being eligible, offer themselves for re-
appointment. A resolution for its reappointment as the auditor
of the Company will be proposed.

On behalf of the Board
Shen Xiaowei
Executive Director and Chief Executive Officer

Hong Kong, 18 August 2020

*  For identification purpose only
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Corporate Governance Report
Az gt \L\iﬁ ¢

The Company is committed to maintain high standards of
corporate governance with a view to assuring the conduct of
management of the Company as well as protecting the interests
of all Shareholders. The Company has always recognized the
importance of Shareholders’ transparency and accountability. It
is the belief of the Board that Shareholders can maximize their
benefits from good corporate governance.

CORPORATE GOVERNANCE CODE AND
CORPORATE GOVERNANCE REPORT

The Company has adopted the code provisions as set out in the
Corporate Governance Code (“CG Code”) contained in
Appendix 14 to the Listing Rules. The Company and the
Directors confirm, to the best of their knowledge, that the
Company has complied with the code provisions contained in
the CG Code throughout the year ended 31 December 2019
except for code provisions A.2.1, A.2.7, A.6.7 and E.1.2.

In respect of code provision A.2.1 of the CG Code, the roles of
chairman and chief executive shall be separated and shall not
be performed by the same individual. Mr. Shu Cewan held both
positions since the retirement of Mr. Shu Cecheng, 19 June
2019. Mr. Shu Cewan has considerable experience in the related
industry. The Board considered that this situation would not
impair the balance of power and authority between the Board
and the management of the Company because the balance of
power and authority is governed by the operations of the Board
which comprises experienced and high caliber individuals with
demonstrated integrity. Furthermore, decisions of the Board are
made by way of majority votes. The Board believes that this
structure is conducive to a more precise and more promptly
response to the fast changing business environment and a more
efficient management and implementation of business process.
The Board also considers that vesting two roles in the same
person provides the Group with strong and consistent
leadership in the development and execution of the Group's
business strategies and is beneficial to the Group.
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Code provision A.2.7 of the CG Code stipulates that the
chairman should at least annually hold meetings with the non-
executive directors (including independent non-executive
Directors) without the executive directors present. Mr. Shu
Cecheng, the chairman of the Company did not hold any
meeting with the non-executive Directors of the Company
without the executive Directors present. However, Mr. Shu
Cecheng has effective communication with the non-executive
Directors from time to time.

Code provision A.6.7 of the CG Code stipulates that independent
non-executive directors and other non-executive directors should
attend general meetings and develop a balanced understanding
of the views of shareholders. All independent non-executive
Directors and the non-executive Director did not attend any
general meetings since the annual general meeting of the
Company held on 1 June 2018 since the Company had not
convened any annual general meeting since 1 June 2018.

Code provision E.1.2 stipulates that the chairman of the board
should attend the annual general meeting and should invite the
chairman of the audit, remuneration, nomination and any other
committees (as appropriate) to attend the annual general
meeting. In their absence, he should invite another member of
the committee or failing this his duly appointed delegate, to
attend. All Directors have not attended any general meetings
since the annual general meeting of the Company held on 1
June 2018 since the Company had not convened any annual
general meeting since 1 June 2018.

MODEL CODE FOR SECURITIES TRANSACTIONS
BY DIRECTORS

The Company has adopted the Model Code for the Securities
Transactions by Directors of Listed Issuers (the “Model Code”)
as set out in Appendix 10 to the Listing Rules as the code of
conduct regarding directors’ securities transactions. The
Company has made specific enquiry of all Directors whether the
Directors have complied with the required standard set out in
the Model Code regarding Directors’ securities transactions
during the year ended 31 December 2019 and all Directors
confirmed that they have complied with the Model Code during
the year ended 31 December 2019 and up to the date of this
annual report.
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THE BOARD

Responsibilities

The Board is responsible for the leadership and control of the
Company and overseeing the Group's business, strategic
decisions and performances, and has full and timely access to
all relevant information in relation to the Group's business and
affairs, but the day-to-day management is delegated to the
management of the Company. The independent non-executive
Directors possess respectively professional qualifications and
related management experience in the areas of financial
accounting, law, global economy and real estate and have
contributed to the Board with their professional opinions.

Further, the Board is in charge of the task of maximizing the
financial performance of the Company, formulating strategies
and management policies of the Group, approving strategic
objectives and is responsible for providing the Shareholders
with a long-term return with stable and continuous growth.

The Board reserves for its decisions all major matters of the
Company, including the approval and monitoring of all policy
matters, overall strategies and budgets, internal control and risk
management systems, material transactions (in particular those
may involve conflict of interests), financial information,
appointment of Directors and other significant financial and
operational matters.

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

The Board recognizes that corporate governance should be the
collective responsibility of Directors and is responsible for
performing the corporate governance duties as required under
code provision D.3.1 of the CG Code. For the year ended 31
December 2019, the Company has, among others, reviewed
and updated the compliance manuals on notifiable transactions
and price sensitive information (inside information) in
accordance with the Listing Rules as guidelines for its
employees.
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Composition and Qualifications

The Board currently comprises four executive Directors, being
Mr. Shen Xiaowei, Mr. Zhu Yongqiu, Ms. Cai Qiaoling and Mr.
Zhou Chen and three independent non-executive Directors,
being Dr. Song Ming, Prof. Shu Guoying and Mr. Liu Chaodong.

Biographical details of each Director are set out on pages 57 to
62.

The relationships among the members of the Board are
"Directors’ Biographies” on pages 57 to 62.
Save as disclosed under “Directors’ Biographies”, the Board

disclosed under

members have no financial, business, family or other material/
relevant relationships with each other. The formation of the
Board has met Rule 3.10A of the Listing Rules for the Board to
have at least one-third in number of its members comprising
independent non-executive Directors.

The Company has received an annual confirmation of
independence from each of the independent non-executive
Directors. The Company is of the view that all the independent
non-executive Directors meet the guidelines for assessing
independence in accordance with Rule 3.13 of the Listing Rules.

Appointment and Re-Election of Directors

Each of the executive Directors has entered into a service
contract with the Company for a specific term of three years
while each of the independent non-executive Directors has
entered into a service contract with the Company for a specific
term of three years.
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Directors’ Training and Professional Development
Programme

All Directors should keep abreast of the responsibilities as a
director, and of the conduct and business activities of the
Company. The Company is responsible for arranging and
funding suitable induction programmes and on-going training
and professional development programmes for the Directors.
Accordingly, the Company has and will arrange an induction
programme for the newly appointed Director before his/her
formal appointment, so as to ensure that he/she has
appropriate understanding of the business and operations of
the Group and that he/she is fully aware of his/her
responsibilities and obligations under the Listing Rules and
relevant regulatory requirements being a newly appointed
Director. The Company further arranges on-going training and
professional development seminars for Directors.

During the year ended 31 December 2019, all Directors were
provided with monthly newsletters on the Group's business,
operations and financial matters as well as updates, if any, on
applicable legal and regulatory and market changes to facilitate
the discharge of their responsibilities. The Company had also
organized a seminar on the “Continuing Obligations of
Directors of Companies listed in Hong Kong” for the Directors.
The seminar was facilitated by Company’s legal advisors with
presentation and relevant materials. Continuing briefings and
professional development for Directors will be arranged
whenever necessary.

All Directors had provided the company secretary of the
Company with their training records for the year of 2019.

EERJIRERRRE

PMBEESYHRTYMIERESTNAEL
ARARRBIRBGAREHPEITER - NDRA
BERESTHREDA BN ABIEIIK
FENIEEEERRRE - Bt ARF
ERLERERZEREZEETZAT - A
i, 4t 2 BE NBE | - AR A, S AN S
BmEHREEABENTH  WHARSD
MERE LR RAEEEERTE
fo, ERFTEEFNEEER - It
S RRBAREZLHHEEIIEER
LREBEE

BE—_Z-NF+-_A=1T—HLHEE
N MEESHEREESABH  ATE
AAREER  2ERMBER  ANE
AEERERTEMTHSEERMEH(D
B) UBEZRBTEE  ARBINRE
EERTUNBELTRARESHERET]
REWNEE  AXRBDARERAEER
B WIRHBEME - SRNEFE - §
BEREZLTHERENEXRR -

PREEFCAARAAAMERR -F
—NFEMIEIEEE -

AMBEBRIERAER AR /2019 FFRK 43



Corporate Governance Report (Continued)
L A5 SO P L )

Types of
continuous
professional
development

programmes
Directors (Note)
5= HESXRRE
TEIER
(B=E)
Executive Directors BITES

Mr. Shu Cecheng R I E (A) and (B)
(resigned on 19 June 2019) (R=ZZ—NF AT+ LBEIT) (A) X (B)
Mr. Shu Cewan EHFERANSLE (A) and (B)
(A) X (B)
Mr. Zhu Yonggqiu KoK ER A (A) and (B)
(A) X2 (B)
Mr. Shen Xiaowei M e (A) and (B)
(A) X2 (B)
Ms. Cai Qiaoling B1H15 47+ (A) and (B)
(A) & (B)
Mr. Zhou Chen BREE (A) and (B)
(A) X (B)

Independent Non-executive Directors BUFHITES
Dr. Song Ming THEL (A) and (B)
(A) & (B)
Prof. Shu Guoying F B 2 (A) and (B)
(A) X2 (B)
Mr. Liu Chaodong REAE A (A) and (B)
(A) X2 (B)

Note: izt -
(A):  attending briefing sessions and/or seminars (A HEERS N kEE

(B):  reading seminar materials and updates relating to the latest development ~ (B) : @R EER R EH MR AR EMEHAE
of the Listing Rules and other applicable regulatory requirements ERERTERNSZHER

Indemnification of Directors and Officers BEERESRAENBEZH

The Company has arranged appropriate insurance coverage on AR RIEMEE RSN EEEBE R AES
Directors’ and officers’ liabilities in respect of legal actions ﬁﬁ—f“bﬁﬁu”ﬂ']/f@nﬁ"\ CLHHEENES
against Directors and senior management arising out of K&K ABRERE

corporate activities.
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BOARD MEETINGS

During the year ended 31 December 2019, eight meetings were
held by the Board. The individual attendance record is as

BEExEE;

EEgRE_TNFt-A=t—HL
FEARBIT ARG - @ERIESHFAC

follows: BRUDR -

No. of
meetings
attended/
No. of
Directors meetings held
BEx HESREE
BITERHE

Executive Directors: HITES:

Mr. Shu Cecheng RIS E
(resigned on 19 June 2019) (R=ZZE—NEFERA+ILHEHE) 2/3
Mr. Shu Cewan FERALE 8/8
Mr. Zhu Yonggqiu RKERSAE 8/8
Mr. Shen Xiaowei LERELE 8/8
Ms. Cai Qiaoling EMRA L 8/8
Mr. Zhou Chen BARKE 7/8

Independent non-executive Directors: BYFHTES:

Dr. Song Ming REgEL 4/8
Prof. Shu Guoying £ Bl 2R 1/8
Mr. Liu Chaodong BIFAR LA 8/8

Directors have timely access to relevant information prior to
each Board meeting. Directors are given the opportunity to
include matters in the agenda for regular Board meetings while
Directors have access to board papers and related materials to
allow them to make informed decisions on matters arising from
Board meetings.

Minutes of Board meetings and meetings of other committees
are kept by the company secretary of the Company and are
open for inspection by Directors.

During the year ended 31 December 2019, the Company did
not hold any general meeting.

EENEBREFTEERH A &Hﬂ%hf JiE
BEE EFTATHEETEERNZE
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AUDIT COMMITTEE

The Company has established an audit committee for the
purpose of reviewing and monitoring the financial reporting
process, risk management and internal control systems of the
Company. As at 31 December 2019, the audit committee of the
Company comprises three independent non-executive
Directors, namely Mr. Liu Chaodong, Dr. Song Ming and Prof.
Shu Guoying, while Mr. Liu Chaodong is the chairman of the
audit committee.

BEREES

RRAAERIEZEZES  BNREHR
@_ﬁ$ Tﬁﬁﬂ&#&m //IbiFﬂ': - &l ﬁgfﬁﬁw
HEH RS - RZE-NFTZHA=1—
H - AARIEZEZEGRHA =B IIEH
TERENK  BBIHREE RBEEL R
HEAHEK  FRECERIEREES
FE -

During the year ended 31 December 2019, the audit committee EHE-_ZE—NF+_A=+—HILFE -
held one meeting. The individual attendance records is as BZZE@ERT—x@H o @ARHERT
follows: BRAOT -
No. of
meeting
attended/
No. of
Directors meeting held
5= HESEHE
BITERHE
Dr. Song Ming REEL 1/1
Prof. Shu Guoying & Bl HX 11
Mr. Liu Chaodong BIFAR e 1

The audit committee is mainly responsible for reviewing
important accounting policies, overseeing the Company’s
financial reporting process, monitoring the performance of the
external auditors and the internal audit department, reviewing
and evaluating the effectiveness of the Company’s financial
reporting procedures, risk management and internal control
procedures and ensuring compliance with applicable statutory
accounting and reporting requirements, legal and regulatory
requirements, internal rules and procedures approved by the
Board.

During the year ended 31 December 2019, the audit committee
reviewed and discussed with external auditors of the Company
the Group's financial statements and the audit committee also
reviewed the effectiveness of the Company’s internal audit
function. The audit committee together with the management
of the Company also reviewed the accounting policies and
practices adopted by the Group and discussed, among other
things, risk management and internal control systems and
financial reporting matters.
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REMUNERATION COMMITTEE

The Company has established a remuneration committee. The
remuneration committee is responsible for advising the Board
on the remuneration policy and framework of the Company’s
Directors and senior management, as well as reviewing and
determining the remuneration of all executive Directors and
senior management with reference to the Company's objectives
from time to time. As at 31 December 2019, the remuneration
committee comprises an executive Director, Mr. Shu Cewan,
and two independent non-executive Directors, Dr. Song Ming
and Prof. Shu Guoying, while Dr. Song Ming is the chairman of
the committee.

During the year ended 31 December 2019, the remuneration
committee did not hold any meeting.

Details of the remuneration by band of the members of the
senior management of the Company (including executive
Directors), whose biographies are set out on pages 57 to 62 of
this annual report, for the year ended 31 December 2019 are set
out below:

FMEES

ARAIERUFMNEES - HTHEZEESE
BERARRERRSREERE 2 HMBR
EERBRESSRIES  L2RARF
ZEAETREHLRETEBNTEEMS
MEBEZHFHM R_T—-HhF+-A
=t+—B FHEZBEeXERE—RNT
EEFRACERMBBILIFATESR
BE T RFEEIR ZEEXTFEARH
Bt

BE_ZT-NFT_A=1t—HLHFE"
FMERE W EBITEMER

RAAREREREXE (BRATES)
(BEHNAFRESTEFE 628 ) L H M
BEIFNHEZE-_ZT—IF+=-_A=+—H
IFEERFMEBDT

Number of
Remuneration band individuals
240 ElE AB
Nil to RMB1,000,000 T &= AR 1,000,000 7T 8
RMB 1,000,000 to RMB2,000,000 AR #1,000,000 7T 2 A R # 2,000,000 7T 1

NOMINATION COMMITTEE

The Company has established a nomination committee. The
nomination committee is primarily responsible for selection and
assessment of suitable candidates for appointment of Directors.
As at 31 December 2019, the nomination committee comprises
an executive Director, Mr. Shu Cewan and two independent
non-executive Directors, Dr. Song Ming and Mr. Liu Chaodong,
while Mr. Shu Cewan is the chairman of the committee.

In considering the suitability of a candidate for directorship, the
nomination committee will take into account the qualification,
experience, expertise and knowledge of the candidates as well
as the requirements under the Listing Rules.

REEEE

ARRIERIIREAHEZE® - RHZ B
ZEERZEEETMAERTHEEEA
E-R-E-NFH-A=1T—H &%
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The Company adopted a policy concerning the diversity of
Board members with measurable objectives. The nomination
committee evaluates the balance and blend of skills, experience
and diversity of perspectives of the Board. Selection of
candidates is based on a range of diversity perspectives,
including but not limited to age, cultural and educational
background, professional and industry experience, skills,
knowledge, ethnicity and other qualities essential to the
Company’s business, and merit and contribution that the
selected candidates will bring to the Board. The Board will
review such measurable objectives from time to time to ensure
their appropriateness and ascertain the progress made towards
achieving those objectives.

During the year ended 31 December 2019, the nomination
committee held two meetings. The individual attendance
records is as follows:

ARPDHRMEST SN E Z TTCEERIL
EAFTERRR - REZEETREFTEN
BERD - BREZENEMEARNF
BAES - EBEIREAR - BIEZHEHN
BHEAEHE BREIRINEESF
CXIERBEER BRERTELR
®I7 - A ik - AR B RB A
ROEMEE  UEREAR/KEFES
KHEZRER - EFSH IR ZE
A ERE MRESOAELERER
ZERRIERE

BE-_E-NE+-_A=+—HILEE -
RELZEGERITMAEZ - BAIHER
g

No. of

meetings

attended/

No. of

Directors meetings held

BE=s HEERHE

BITEEHE

Mr. Shu Cecheng T E 1/
(resigned on 19 June 2019) (RZZ—NFARA+TNBEME)

Dr. Song Ming KEHE+ 0/0

Mr. Liu Chaodong BIFAR ST 2/2

Mr. Shu Cewan AL 2/2

(appointed on 19 June 2019)

During the year ended 31 December 2019, the nomination
committee had reviewed the composition and diversity of the
Board. Since the Board is composed of members coming from
diverse backgrounds, the nomination committee considered
the Board to possess a diversity of perspectives which is up to
the standard of the CG Code and is appropriate to the Group's
requirements which is determined by the Directors’ skills and
experience appropriate to the Company’s business. Besides,
the nomination committee had also evaluated the performance
of the retiring Directors during the year.

48 WUZHOU INTERNATIONAL HOLDINGS LIMITED / ANNUAL REPORT 2019

(RZZB-NFNATNBEZRE)

BE-Z-NF+ZA=+—HLFE"
REZEBESCEHNEZTEMNAEARNMZ T
t- ARNEEEHRETRERNKEHE
K REZEERRESTERAEE R
BE  FAEEBEATANRELES AR
SENFER  REAARRIEBENES

REERERET - oM REZEENE
AHEFERNREEFHRE -



Corporate Governance Report (Continued)
PEESLIFLE o)

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Code provision A.2.1 of the CG Code stipulates that the role of
chairman and chief executive should be separate and should
not be performed by the same individual. The Chairman of the
Board is Mr. Shu Cecheng and the chief executive officer is Mr.
Shu Cewan. Mr. Shu Cecheng and Mr. Shu Cewan are brothers.
However, there is a clear distinction between the Chairman’s
responsibility for overall strategic planning and the chief
executive officer’s responsibility for the management of day-to-
day operation of the Group's business.

On 19 June 2019, Mr. Shu Cecheng tendered his resignation as
the chairman of the Board and an executive director of the
Company due to health reason and ceased to be the chairman
of Nomination Committee. Since the resignation of Mr. Shu

Cecheng, the Company is in compliance with the code provision
A.2.1. of the CG Code.

AUDITOR’S REMUNERATION

During the year ended 31 December 2019, the total
remuneration for statutory audit services provided by the
Company’s external auditors, Zhonghui Anda CPA Limited
("Zhonghui Anda") amounted to approximately RMB3,000,000.

During the year ended 31 December 2019, no remuneration was
paid for permissible non-audit services provided by the external
auditors (including any entity under common control, ownership
or management with the external auditors).

RISK MANAGEMENT AND INTERNAL CONTROL

During the year ended 31 December 2019, the Company has
complied with Principle C.2 of the CG Code by establishing
appropriate and effective risk management and internal control
systems. Management is responsible for the design,
implementation and monitoring of such systems, while the
Board oversees management in performing its duties on an
ongoing basis. Main features of the risk management and
internal control systems are described in the sections below:
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Risk Management System

The Group adopts a risk management system which manages
the risk associated with its business and operations. The system
comprises the following phases:

e |dentification: Identify ownership of risks, business
objectives and risks that could affect the achievement of
objectives.

e  Evaluation: Analyse the likelihood and impact of risks and
evaluate the risk portfolio accordingly.

° Management: Consider the risk responses, ensure effective
communication to the Board and on-going monitor of the
residual risks.

Based on the risk assessments conducted in the year ended 31
December 2018, the Board became aware that the Company
might have transferred the equity interest of certain subsidiaries
and such transfers had not been approved by the Board. The
Board took a serious view about this matter and had established
a special investigation committee which comprises Mr. Zhou
Chen, Dr. Song Ming, Prof. Shu Guoying and Mr. Liu Chaodong
to investigate the same. Details of the formation of the special
investigation committee are set out in the announcement of the
Company dated 17 September 2018. The special investigation
committee has continued the investigation of the Suspected
Unauthorized Transfer throughout the year 2019. Details of the
investigation, please refer to the section "Events after the
Reporting Period” and the announcement of the Company
dated 24 August 2020.

Internal Control System

The Company has in place an internal control system. The
internal control framework enables the Group to achieve
objectives regarding effectiveness and efficiency of operations,
reliability of financial reporting and compliance with applicable
laws and regulations. The components of the framework are
shown as follow:

° Control Environment: A set of standards, processes and
structures that provide the basis for carrying out internal
control across the Group.
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Risk Assessment: A dynamic and iterative process for
identifying and analyzing risks to achieve the Group's
objectives, forming a basis for determining how risks
should be managed.

e  Control Activities: Action established by policies and
procedures to help ensure that management directives to
mitigate risks to the achievement of objectives are carried
out.

e Information and Communication: Internal and external
communication to provide the Group with the information
needed to carry out day-to-day controls.

° Monitoring: Ongoing and separate evaluations to ascertain
whether each components of internal control is present
and functioning.

In order to enhance the Group's system of handling inside
information, and to ensure the truthfulness, accuracy,
completeness and timeliness of its public disclosures, the Group
also adopts and implements an inside information policy and
procedures. Certain reasonable measures have been taken from
time to time to ensure that proper safeguards exist to prevent a
breach of a disclosure requirement in relation to the Group,
which include:

e The access of information is restricted to a limited number
of employees on a need-to-know basis. Employees who
are in possession of inside information are fully conversant
with their obligations to preserve confidentiality.

e  Confidentiality agreements are in place when the Group
enters into significant negotiations.

e The executive Directors are designated persons who speak
on behalf of the Company when communicating with
external parties such as the media, analysts or investors.

Based on the internal control reviews conducted and save as
disclosed in the announcement of the Company dated 24
August 2020 in relation to the findings of the Independent
advisor, in the year ended 31 December 2019, no significant
control deficiency was identified.
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Internal Auditors

The Group has established its internal audit department, which
consists of professional staff with relevant expertise. The internal
audit department is independent of the Group's daily operation
and is responsible for financial and operational audit of the
Company and its subsidiaries on a regular basis, as well as
formulating risk management and internal control system for
pinpointing, identifying and controlling financial and
operational risks, ensuring compliance with all applicable laws
and regulations and protection of the Group's assets.

The internal audit team principally supervises and reviews
internal control and compliance matters of the Group, and
internal audit covers investments, marketing activities,
operation, procurement and tenders as well as information
security.

According to the Company'’s internal audit plan, review of the
risk management and internal control systems is conducted
semi-annually respectively, and the results are reported to the
Board via the audit committee afterwards.

Effectiveness of the Risk Management and Internal
Control Systems

The Board is overall responsible for the risk management and
internal control systems of the Group including financial,
operational and compliance controls, and review and
assessment of the effectiveness of these systems has been
conducted semi-annually in order to safeguard the Group's
assets and Shareholders’ interests. Several areas have been
considered during the Board's reviews, which include but not
limited to (i) the changes in the nature and extent of significant
risks since the last annual review, and the Group's ability to
respond to changes in its business and the external
environment (ii) the scope and quality of management’s
ongoing monitoring of risks and of the internal control systems.
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The Board, through its reviews and the reviews made by the
internal audit department and the audit committee, concluded
that the risk management and internal control systems were
effective and adequate. Such systems, however, 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. It is
also considered that the resources, staff qualifications and
experience of relevant staff were adequate and the training
programs and budget provided were sufficient.

DIRECTORS’ RESPONSIBILITIES FOR FINANCIAL
STATEMENTS

The Directors acknowledged their responsibilities for preparing
the financial statements of the Group in accordance with
statutory requirements and applicable accounting standards,
which give a true and fair view of the state of affairs of the
Group and of the results of its operations and cash flows for that
period. The Directors also acknowledged their responsibilities
to ensure that the financial statements of the Group are
published in a timely manner.

The Group had incurred a loss attributable to the owners of the
Company of approximately RMB2,766 million for the year ended
31 December 2019 and recorded a net current liabilities and net
liabilities of approximately RMB8,580 million and RMB3,680
million as at 31 December 2019. In view of these circumstances,
the Directors have given consideration to the future liquidity
and performance of the Group and its available sources of
finance in assessing whether the Group will have sufficient
financial resources to continue as a going concern. In order to
improve the Group’s liquidity and cash flows to sustain the
Group as a going concern, the Group has implemented or is in
the process of implementing the following measures, namely: (i)
obtaining confirmations of banking facilities from various
financial institutions and banks in the PRC; (ii) entering into loan
renewal discussions with the banks in due course; and (iii) taking
measures to tighten cost controls over various costs and
expenses and to seek business opportunities with the aim to
attain profitable and positive cash flow operations. After taking
into account the above measures, the Directors consider that
the Group will be able to realise its assets and discharge its
liabilities and commitments in the normal course of business.
Therefore, the consolidated financial statements of the Group
have been prepared on a going concern basis.
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Save as the above, the Directors are not aware of any material
uncertainties relating to events or conditions that may cast
significant doubt on the Company’s ability to continue as a
going concern.

The reporting responsibilities of the Company’s external auditor
on the financial statements of the Group are set out in the
"Independent Auditor's Report” on pages 63 to 71 of this

annual report.
SHAREHOLDERS' RIGHTS

Procedures for Shareholders to convene an
extraordinary general meeting and putting forward
proposals at Shareholders’ meetings

Pursuant to article 58 of the Articles of Association of the
Company, any one or more Shareholders holding at the date of
deposit of the requisition not less than one-tenth of the paid up
capital of the Company carrying the right of voting at general
meetings of the Company shall at all times have the right, by
written requisition to the Board or the company secretary of the
Company, to require an extraordinary general meeting to be
called by the Board for the transaction of any business specified
in such requisition; and such meeting shall be held within two
months after the deposit of such requisition. If within 21 days of
such deposit the Board fails to proceed to convene such
meeting, the requisitionist(s) himself (themselves) may do so in
the same manner, and all reasonable expenses incurred by the
requisitionist(s) as a result of the failure of the Board shall be
reimbursed to the requisitionist(s) by the Company.

Procedures by which enquiries may be put to the Board

Shareholders are provided with contact details of the Company,
such as website, telephone hotline, fax number, email address
and postal address, in order to enable them to make any query
that they may have with respect to the Company. They can also
send their enquiries to the Board or the company secretary
through the above means. If Shareholders have any enquiries in
respect of their shareholdings and entitlements to dividend,
they may contact Computershare Hong Kong Investor Services
Limited, the Company’s branch share registrar in Hong Kong
from time to time.
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Corporate Governance Report (Continued)
PEESLIFLE o)

Constitutional Documents

There has been no change in the Company’s constitutional
documents during the year ended 31 December 2019.

INVESTOR RELATIONS

Effective Communication with Shareholders and
Investors

As a showpiece of the Company facing the capital market, the
Board believes that a transparent and timely disclosure of the
Group's latest information will enable the Shareholders and
investors to have better understanding on the Group's
operations and strategies. The Company recognises the
importance of maintaining effective investor relations with the
existing and potential investors. To enhance the communication
between the Company and the investors, as well as to maintain
the transparency of the Company, the investor relations team
engages in providing effective ways for Shareholders and
investors to obtain latest company information. In addition to
the issue of monthly and quarterly newsletters and interim and
annual financial reports, the Company’s website at
"www.wz-china.com” also acts as a communication platform
with Shareholders and investors, where information and updates
on the Group's business developments and operations, financial
information, corporate governance practices and other
information are available for public access. The Company will
also actively respond to any enquiries raised by the
Shareholders and investors through emails and phone calls.
Meanwhile, the Company has also arranged company meetings,
telephone conferences, investors’ meetings, luncheons, site
visits and a number of non-deal road shows and actively
participated in a couple of global investors’ conferences and
forums held by investment banks.

The Board also considers that general meetings of the
Company provide a useful forum for Shareholders to exchange
views with the Board. The Chairman of the Board as well as the
chairmen and/or other members of the audit committee,
remuneration committee and nomination committee of the
Company have been invited to attend the annual general
meetings and other Shareholders’ meetings of the Company to
reply questions raised.
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As one of the measures to safeguard Shareholders’ interests
and rights, separate resolutions are proposed at Shareholders’
meetings on each substantial issue, including the election of
individual Directors, for Shareholders’ consideration and voting.
All resolutions proposed at general meetings will be voted by
poll pursuant to the Listing Rules and the poll voting results will
be posted on the websites of the Stock Exchange
(www.hkexnews.hk) and the Company (www.wz-china.com) after
the relevant general meetings.

COMPANY SECRETARY

As at 31 December 2019, the company secretary of the
Company was Mr. Yeung Chi Lung. The Board had reviewed the
training and continuous professional development of the
company secretary during the year ended 31 December 2019
and considered that the requirements under Rule 3.29 of the
Listing Rules in respect of the professional training of the
company secretary were complied with.
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Directors’ Biographies
EEEE

EXECUTIVE DIRECTORS

Mr. Shu Cewan (£ % #1), aged 48, is the Group's chief
executive officer. Mr. Shu Cewan was appointed as an executive
Director on 14 November 2012. He was appointed as the chief
executive officer of the Company on 19 June 2019. He resigned
as an executive Director and the chief executive officer on 23
July 2020. He was a member of the remuneration committee of
the Company. He is the brother of Mr. Shu Cecheng, the
Group's Chairman and Mr. Shu Cezhang, the Group's head of
operations. Mr. Shu Cewan was closely involved in the Group's
operations and oversaw all the key aspects of the Group's
operations and business, including the planning and
implementation of projects. Mr. Shu Cewan has over ten years
of experience in the real estate development industry, and he
has been with the Group since December 2004. Mr. Shu Cewan
was the general manager and vice-president of certain
subsidiaries of the Group. Since joining the Group, Mr. Shu
Cewan has been responsible for the overall day-to-day
management of these Group companies, particularly in the
aspects of operation, administration, human resources
management and finance.

Mr. Shu Cewan was named a driving force figure in China’s
commercial property sector in 2010 by the organizing
committee of the Fifth Annual Conference of the Chinese
Commercial and Office Property Sector in May 2010. In March
2011, he was named among the most respected private
entrepreneurs in China by the Chinese Enterprise Evaluation
Association and Association for the Promotion of International
Cooperation and Development of Chinese Private Enterprises.
In November 2011, he was named an Influential personality in
the Chinese commercial property sector at the Chinese
Commercial Property Business Conference. He was granted the
title of QOutstanding Private Entrepreneur of Jiangsu Province in
October 2014, the Personality for the Year in the Chinese
Market Economy Award in 2015 and the China Securities
"Golden Bauhinia” Award: CEO of the Best Listed Company in
2016. Since 2011, Mr. Shu Cewan has been the vice president of
Wuxi Wenzhou Chamber of Commerce. He is also the vice
chairman of the Federation of Chinese Private Enterprises, a
member of the Eighth Chong An District Committee (Wuxi) of
the Chinese People’s Political Consultative Conference, a
deputy to the Fifteenth National People’s Congress from
Taishun County, Wenzhou City and a council member of the
Chong An District Industrial and Commercial Federation in
Wuxi.
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Mr. Shu Cewan graduated from Jiangnan University with a
diploma in business management in July 2011. He obtained a
master of business administration issued by the Victoria
University Switzerland.

Mr. Zhu Yongqiu (%K K¥R), aged 45, was appointed as an
executive Director on 7 August 2018. He is also the Assistant to
the President of the Group. Mr. Zhu joined the Group in 2013 as
the Assistant to the President of the Group as well as the General
Manager of Changchun Zhongnan Property Development Co.,
Ltd., an indirect wholly-owned subsidiary of the Company,
responsible for the complete management of the Changchun
Project, the Shenyang Project, the Mudanjiang Project, the Hunan
Loudi Project and the Group's development projects in the north-
east of the People’s Republic of China (the “PRC").

Mr. Zhu obtained a bachelor’'s degree in water supply and
drainage engineering from Chongging Jianzhu University in July
1997 and a post-graduate diploma in environmental
engineering from Zhejiang University in July 2001. Mr. Zhu holds
the professional title certificate for Class | Architect.

Mr. Shen Xiaowei (Ji#&{&), aged 42, was appointed as an
executive Director on 7 August 2018. He joined the Group in
September 2017 and is also the Vice President of the Group in
charge of the financial matters. Mr. Shen obtained a diploma in
accounting from Nanjing Audit University in July 1998 and a
master’s degree in business administration from Shanghai
University of Finance and Economics in 2014. Mr. Shen is a
registered tax agent and a certified public accountant in the PRC.

Ms. Cai Qiaoling (¥153), aged 37, was appointed as an
executive Director on 7 August 2018. She is also the Supervisor
of the President’s office of the Group. Ms. Cai joined the Group
in 2007 as the Supervisor of the President’s office of the Group,
and is responsible for legal matters of the Group. Prior to
joining the Group, Ms. Cai worked as an assistant at Shanghai
Jinxiao Law Firm in 2005 and 2006 where she assisted lawyers in
file management. Ms. Cai graduated from East China College
of Political Science and Law (now known as East China University
of Political Science and Law) with a diploma in law by self-study
in June 2004 and she was certified by the National Vocational
Qualification Examination Certification Centre as a senior
economist and a senior tax planner in November 2008 and
January 2009 respectively.
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Directors’ Biographies (continued)

BEERBRE»

Mr. Zhou Chen (A=), aged 38, was redesignated from an
independent non-executive Director to an executive Director
on 7 August 2018. He was appointed as an independent non-
executive Director on 1 December 2017. Mr. Zhou was an
executive director and the company secretary of China Asia
Valley Group Limited (“China Asia Valley”) formerly known as
China Graphene Group Limited, a company listed on the main
board of the Stock Exchange, from February 2018 to June 2020.
He has been an independent non-executive director of Christine
International Holdings Limited, a company listed on the main
board of the Stock Exchange, from March 2019 to March 2020.
Mr. Zhou has been the chief financial officer of Yamada Green
Resources Limited (listed on the main board of Singapore
Exchange Securities Trading Limited (the "SGX")) since January
2018. He was the chief treasury officer of China Asia Valley from
June 2016 to January 2018 and was in charge of the group’s
accounting and corporate finance matters. Mr. Zhou was the
chief financial officer of Asia Fashion Holdings Limited (listed on
the main board of the SGX from October 2015 to June 2016.
Prior to that, Mr. Zhou had been a general manager of
investment and corporate finance of Bayon Airlines Holdings
Limited, a business control and risk manager of Tee
International Limited (listed on the SGX) and a finance manager
of a Singapore private company where he was in charge of
accounting and initial public offering process. Between 2008
and 2013, Mr. Zhou worked at Singapore local audit firms and
was responsible for, inter alia, the audit of companies
incorporated in China and listed on the SGX.

Mr. Zhou is an affiliate of The Association of Chartered Certified
Accountants (ACCA) and is a member of the Institute of
Singapore Chartered Accountants. Mr. Zhou obtained an
advance diploma in accountancy from Xiamen University in
December 2016 and obtained a bachelor of science in applied
accounting from Oxford Brookes University in July 2008.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Dr. Song Ming (R#), aged 58, was appointed as an
independent non-executive Director on 18 May 2013. He is the
chairman of the remuneration committee of the Company and a
member of the audit committee and the nomination committee
of the Company. Dr. Song has over 26 years of experience in
the research of bank regulation and management, financial
market, derivatives and macroeconomics. Dr. Song was
employed by the school of economics and finance of the
University of Hong Kong as a professor from 1997 to 2018. Dr.
Song is the Dean of School of Economics and Management,
Wuhan University since 2018. Between 1991 and 1997, Dr. Song
was the associate professor and assistant professor at the
department of economics, Cleveland State University. Dr. Song
is currently the director of Centre for China Financial Research
at the University of Hong Kong. Dr. Song has been heavily
involved in various academic conferences, researches and
consultation projects.

Dr. Song has been appointed as an independent non-executive
director of the United Laboratories International Holdings
Limited, Guotai Junan International Holdings Limited, Great
Wall Pan Asia Holdings Limited and Tande Co, Ltd. since 2007,
2010, 2016 and 2015 respectively, the former three are
companies listed on the Stock Exchange and the latter is a
company with its A Shares listed on the Shanghai Stock
Exchange.

Dr. Song is currently the vice president of the Chinese Financial
Association of Hong Kong. Dr. Song has also been involved in
different advisory committees of the Hong Kong Government.
Dr. Song is a member of the Advisory Committee on Human
Resources Development in the Financial Services Sector in
Hong Kong.

Dr. Song graduated from Zhejiang University in July 1982 with a
bachelor degree in applied mathematics. Dr. Song obtained his
master degree in applied mathematics from Huazhong
University of Science and Technology (formerly known as
Huazhong Institute of Technology). Dr. Song was awarded a
doctorate degree by Ohio State University.
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Prof. Shu Guoying (£FBl&), aged 60, was appointed as an
independent non-executive Director on 18 May 2013. He is a
member of the audit committee and the remuneration
committee and the chairman of the nomination committee of
the Company. He has more than 30 years of experience in the
PRC law, particularly in the teaching of jurisprudence and legal
methodology.

Prof. Shu has held various teaching positions in the China
University of Political Science and Law ("CUPL") since 1987,
where he first started as a teaching assistant and was later
promoted to lecturer, associate professor and professor in 1988,
1994 and 2001 respectively. Prof. Shu has also been a member
of the Academic Committee of CUPL and a vice chairman of the
Academic Degrees Committee of CUPL since 2001, and a
chairman of the Professors Committee of Law Faculty at CUPL
since 2015. In addition, from 2006 to 2008, Prof. Shu was a part-
time professor of China Foreign Affairs University and has held
positions in many professional organizations. Prof. Shu has been
a member of the proposition committee of the Chinese
National Judicial Examination between 2002 and 2005 and a
member of the First Legislative and Legal Expert Committee of
the Beijing People’s Municipal Government between 2009 and
2014, and has been entitled to government special subsidy by
the State Council since 2016. Throughout his professional career
in the legal academia, Prof. Shu has published numerous books
and journal articles in the PRC.

Prof. Shu graduated from CUPL with a bachelor degree in law,
and later obtained a master degree in law.
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Mr. Liu Chaodong (ZI8i3R), aged 50, was appointed as an
independent non-executive Director on 7 August 2018. He is
the chairman of the audit committee and a member of the
nomination committee of the Company. Mr. Liu has practicing
qualifications of registered accountant, registered tax agent,
forensic accounting practitioner and certified public valuer in
the PRC. He graduated from Anhui Jianghuai Vocational
University majoring in financial accounting and from Huazhong
University of Science and Technology majoring in legal studies
in 1990 and 2006 respectively. Mr. Liu served as the Chief
Accountant in Blue Star New Chemical Materials Co., Ltd. from
1991 to 1994 and as a Department Manager in Zhonglei
Certified Public Accountants Co., Ltd. from 1994 to 1997. He is
currently the Deputy General Manager of the Foshan Branch of
Ruihua Certified Public Accountants (LLP).

Mr. Liu has been an Independent Non-Executive Director of
Grand Field Group Holdings Limited (Stock Code: 115), a
company listed on the Main Board of the Stock Exchange, since
August 2009.
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Independent Auditor’s Report
¥ 3 A% BT R &

ol

ZHONGHUI

TO THE SHAREHOLDERS OF

WUZHOU INTERNATIONAL HOLDINGS LIMITED
BMNEBREZERERLA

(Incorporated in the Cayman Islands with limited liability)

Disclaimer of Opinion

We were engaged to audit the consolidated financial
statements of Wuzhou International Holdings Limited (the
“Company”) and its subsidiaries (together, the “Group”) set out
on pages 72 to 207, which comprise the consolidated statement
of financial position as at 31 December 2019, and the
consolidated statement of profit or loss, consolidated statement
of comprehensive income, consolidated statement of changes
in equity and consolidated statement of cash flows for the year
then ended, and notes to the consolidated financial statements,
including a summary of significant accounting policies.

We do not express an opinion on the consolidated financial
statements of the Group. Because of the significance of the
matters described in the Basis for Disclaimer of Opinion section
of our report, we have not been able to obtain sufficient
appropriate audit evidence to provide a basis for an audit
opinion on these consolidated financial statements. In all other
respects, in our opinion, the consolidated financial statements
have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

BHEMERERARQBRR

(RESHSFMA L BRAF])

EERTER

AZBEN(ATEEIERMDEEZRESE
FTAERE 722 207 BN AMBIBRIZERE
RARI(ATEBIELR]) MEMEA
(G [ E&E ) WEREMB®R - Ut
FAaVBBRREBER_-_ZT-NAF+_A
—t - HOSEUBRRKREBREZA L
FENGFAEBERR HFEE2ANRER &
ERAEHRMEARERER - Wk
EMBHERM T BREIBEBORM
& o

HFITes SREZHEAMBRRER
BER - -AREMBEANEBERTERZ
i | —fipm o EEBEKXR - MEFIK
EREANBEE 2EHBRIESXFHRAY
Bk 2 B B RIRHER - MRS
RAMBRREMAEMTHCEREE
RAMEPI 2 RBEREZ RREL -

TMBIFR AR AR AR / 2019 F43R] 63



Independent Auditor’s Report (continued)
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REPORT ON THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS (Continued)

Basis for Disclaimer of Opinion

1. Limited accounting books and records of subsidiaries
disposed

As disclosed in note 42(a) to the consolidated financial
statements, certain subsidiaries of the Company (the
"Disposal subsidiaries”) have been disposed or deemed
to have disposed for the year ended 31 December 2018,
the accounting books and records in respect of the
Disposal subsidiaries were unable to be obtained for the
year ended 31 December 2018. Due to the insufficiency of
supporting documentation and explanations for
accounting books and records in respect of the Disposal
subsidiaries, we were unable to obtain sufficient
appropriate audit evidence to satisfy ourselves as to
whether the loss on disposal of subsidiaries of
approximately RMB424,554,000 for the year ended 31
December 2018 have been accurately recorded and
properly accounted for in the consolidated financial
statements.

2. Limited accounting books and records of a subsidiary

As explained in note 2 to the consolidated financial
statements, 5 MBI E &I B R A7) (Wuxi Wuzhou
International Ornamental City Co., Ltd), a subsidiary of the
Company has been under a pending litigation and relevant
accounting books and records has been held in custody by
the court. Due to the insufficiency of supporting
documentation and explanations for accounting books
and records the said subsidiary, we were unable to carry
out audit procedures to satisfy ourselves as to whether the
following income and expenses for the years ended 31
December 2019 and 2018 and the assets and liabilities as
at 31 December 2019 and 2018, and the segment
information and other related disclosure notes in relation
to the Group, as included in the consolidated financial
statements of the Group, have been accurately recorded
and properly accounted for in the consolidated financial
statements.
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Independent Auditor’s Report (continued)

B ZE RS @

REPORT ON THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS (Continued)

Basis for Disclaimer of Opinion (Continued)

2. Limited accounting books and records of a subsidiary

(Continued)

REVBBRREFARS (@)

BERTERZER(B)

2. —FHMBLARAZEREFRERT

8% ()

For the year ended

31 December

BE+T-A=+t—BL=FE

2019 2018
“B-AEFE —ZEN\F
RMB'000 RMB’000
AR®T ARETTT

Income and expenses: WaERAX :
Revenue WA 29,322 76,449
Cost of sales SHE AR (5,808) (7,904)
Gross profit EF 23,514 68,545
Other income H bl as 144 4,200
Distribution and selling expenses DHEMEERX (1,914) (9,457)
Administrative expenses EEEHR (21,650) (52,919)
Other expenses HiE A (5,618) (876)
(Loss)/profit for the year ER(ER) FHE (5,524) 9,499
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Independent Auditor’s Report (continued)

B ZEMHRE @

REPORT ON THE AUDIT OF THE CONSOLIDATED #H&EMEHREREFTRE (&)
FINANCIAL STATEMENTS (Continued)

Basis for Disclaimer of Opinion (Continued) EERRERZEB (8)
2. Limited accounting books and records of a subsidiary 2. —GZHEBATZEREERERST
(Continued) % (&)
As at 31 December
Bn+=-—A=+—H
2019 2018
—EB-AF —ZE-)N\F
RMB’000 RMB’000
AR®T R ARBTT
Assets and liabilities: EEREE:
Trade receivables 2 5 W GRIA 5,640 5,640
Prepayments, deposits and FENRIE - RE Rk
other receivables H b E U318 806,763 815,830
Properties for sale under development 2 EHFEYE 170,911 169,282
Properties held for sale HFEYE 139,656 139,656
Trade and bills payables B REMNFERENEE (141,232) (141,096)
Contract liabilities BHEE (22,754) (16,240)
Accruals and other payables JEETE B M E M B B (541,480) (484,585)
Net assets BEFE 417,504 488,487
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Independent Auditor’s Report (continued)

B ZE RS @

REPORT ON THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS (Continued)

Basis for Disclaimer of Opinion (Continued)

3.

Trade receivable and prepayments, deposits and other
receivables

In addition to point 2 above, we were unable to obtain
sufficient appropriate audit evidence to satisfy ourselves as
to (i) the recoverability of trade receivables of
approximately RMB67,496,000 and prepayments, deposits
and other receivables of approximately RMB925,600,000
respectively as at 31 December 2019 and the recoverability
of trade receivables of approximately RMB67,496,000 and
prepayments, deposits and other receivables of
approximately RMB908,074,000 respectively as at 31
December 2018; (ii) the carrying amount of trade
receivables of approximately RMB67,496,000 and
prepayments, deposits and other receivables of
approximately RMB925,600,000 respectively as at 31
December 2019 and the carrying amount of trade
receivables of approximately RMB67,496,000 and
prepayments, deposits and other receivables of
approximately RMB908,074,000 respectively as at 31
December 2018 are fairly stated; and (iii) whether the
impairment for trade receivables of approximately
RMB38,925,000 and prepayments, deposits and other
receivables of approximately RMB743,641,000 respectively
for the year ended 31 December 2018 are properly
recorded.
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BERTERZER(B)
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Independent Auditor’s Report (continued)
VRS TSN

REPORT ON THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS (Continued)

Basis for Disclaimer of Opinion (Continued)

4. Properties for sale under development and properties
held for sale

In addition to point 2 above, we were unable to obtain
sufficient appropriate audit evidence to satisfy ourselves as
to (i) the recoverability of properties for sale under
development of approximately RMB1,730,184,000 and
properties held for sale of approximately RMB3,444,457,000
respectively as at 31 December 2019 and the recoverability
of properties for sale under development of approximately
RMB1,778,610,000 and properties held for sale of approximately
RMB3,168,183,000 respectively as at 31 December 2018; (ii)
the carrying amount of properties for sale under
development of approximately RMB1,730,184,000 and
properties held for sale of approximately RMB3,444,457,000
respectively as at 31 December 2019 and the carrying
amount of properties for sale under development of
approximately RMB1,778,610,000 and properties held for
sale of approximately RMB3,168,183,000 respectively as at
31 December 2018 are fairly stated; and (iii) whether the
impairment for properties for sale under development of
approximately RMB476,934,000 and properties held for sale
of approximately RMB470,818,000 respectively for the year
ended 31 December 2018 are properly recorded.

5. Investments in associates and share of loss of associates

We were unable to obtain sufficient appropriate audit
evidence to satisfy ourselves as to (i) whether the carrying
amounts of investments in associates of approximately
RMB135,784,000 and RMB319,071,000 as at 31 December
2019 and 2018 respectively are fairly stated; (ii) the Group's
share of loss of associates of approximately
RMB183,287,000 and RMB62,129,000 for the year ended 31
December 2019 and 2018 respectively are fairly stated, and
(iii) the accuracy of the disclosures in relation to the
investments in associates.
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Independent Auditor’s Report (continued)

B ZE RS @

REPORT ON THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS (Continued)

Basis for Disclaimer of Opinion (Continued)

6.

Investments in a joint venture and share of loss of a
joint venture

We were unable to obtain sufficient appropriate audit
evidence to satisfy ourselves as to (i) whether the carrying
amounts of investments in a joint venture of approximately
RMB87,126,000 as at 31 December 2019 and 2018 are fairly
stated; (i) whether the Group had any share of result of a
joint venture for the year ended 31 December 2019 and
2018 are fairly stated; and (iii) the accuracy of the
disclosures in relation to the investments in a joint venture.

Investments at fair value through profit or loss

We were unable to obtain sufficient appropriate audit
evidence to satisfy ourselves as to (i) whether the fair value
on investments at fair value through profit or loss of
approximately RMB723,441,000 and RMB1,438,697,000 as
at 31 December 2019 and 2018 respectively are fairly
stated; (i) the fair value changes on investments at fair
value through profit or loss of approximately
RMB706,037,000 and RMB69,962,000 for the year ended 31
December 2019 and 2018 respectively are fairly stated; and
(iii) the accuracy of the disclosures in relation to the
investments at fair value through profit or loss.
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Independent Auditor’s Report (continued)

B ZEMHRE @

REPORT ON THE AUDIT OF THE CONSOLIDATED
FINANCIAL STATEMENTS (Continued)

Basis for Disclaimer of Opinion (Continued)
8. Going concern

We draw attention to note 3 to the consolidated financial
statements which mentions that the Group incurred loss
attributable to owners of the Company of approximately
RMB2,766,425,000 for the year ended 31 December 2019
and the Group has net current liabilities and net liabilities
of approximately RMB8,580,327,000 and RMB3,680,188,000
as at 31 December 2019 respectively. These conditions
indicate the existence of material uncertainties which may
cast significant doubt on the Group'’s ability to continue as
a going concern. The consolidated financial statements
have been prepared on a going concern basis on the
assumption that the proposed restructuring of the
Company will be successfully completed, and that,
following the restructuring, the Group will continue to
meet in full its financial obligations as they fall due in the
foreseeable future. The consolidated financial statements
do not include any adjustments that would result from a
failure to complete the restructuring. We consider that the
disclosures are adequate. However, in view of the extent
of the uncertainties relating to the completion of the
restructuring, we disclaim our opinion in respect of the
material uncertainties relating to the going concern basis.

9. Contingent liabilities

No sufficient evidence has been provided to satisfy
ourselves as to the existence and completeness of the
disclosures of contingent liabilities arising from litigations
as at 31 December 2019 and 2018.

Any adjustments to the figures as described from points 1 to 9
above might have a significant consequential effect on the
Group's results and cash flows for the years ended 31 December
2019 and 2018 and the financial positions of the Group as at 31
December 2019 and 2018, and the related disclosures thereof in
the consolidated financial statements.
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Independent Auditor’s Report (continued)

B ZE RS @

DIRECTORS’ RESPONSIBILITY FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

The directors of the Company are responsible for the
preparation of these consolidated financial statements that give
a true and fair view in accordance with International Financial
Reporting Standard issued by the International Accounting
Standards Boards 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.

AUDITOR'’S RESPONSIBILITY

Our responsibility is to conduct an audit of the Group's
consolidated financial statements in accordance with Hong
Kong Standards on Auditing issued by the HKICPA and to issue
an auditor’s report. However, because of the matters described
in the Basis for Disclaimer of Opinion section of our report, we
were not able to obtain sufficient appropriate audit evidence to
provide a basis for an audit opinion on these consolidated
financial statements.

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.

ZHONGHUI ANDA CPA Limited
Certified Public Accountants

Pang Hon Chung

Audit Engagement Director
Practising Certificate Number P05988
Hong Kong, 18 August 2020
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

REeRBaRHEMEZEKRER

For the year ended 31 December 2019 &Z_FT—NF+_A=+—HBILFE

2019 2018
—E-NEF —2—N\F
Notes RMB’'000 RMB'000
B 5 ARET T ARET T
Revenue WA 9 1,046,319 3,100,926
Cost of sales SHER K (692,355) (2,199,900)
Gross profit eS| 353,964 901,026
Other income Hh gz 10 72,238 41,872
Distribution and selling expenses SN ER Y (120,577) (223,964)
Administrative expenses EIREH (315,528) (406,847)
Change in fair value of investment BN EE )
properties (1,941,389) (877,235)
Change in investment at fair value AT EFFAEBZZ
through profit or loss B EE) (706,037) (69,962)
Impairment loss on various assets BIHEEEZREBE = (1,789,951)
Loss on disposal of subsidiaries HENEBRE 2 EE - (424,554)
Share of result of associates i NI (183,287) (62,619)
Finance costs BLE A 12 (694,881) (1,019,692)
Loss before tax BAlE 8 (3,535,497) (3,931,926)
Income tax credit/(expenses) FEFES, (FX%) 13 418,696 (307,602)
Loss for the year FREE 14 (3,116,801) (4,239,528)
Total comprehensive loss FRAETEEBEASE
for the year (3,116,801) (4,239,528)
Loss for the year attributable to: LI T & 5 E1L EREE :
Owners of the Company NABEA A (2,766,425) (4,215,744)
Non-controlling interests JEVERS R (350,376) (23,784)
(3,116,801) (4,239,528)
Total comprehensive loss UTELEEER
for the year attributable to: EEHERERE
Owners of the Company NATIES A (2,766,425) (4,215,744)
Non-controlling interests JEVERG R S (350,376) (23,784)
(3,116,801) (4,239,528
Loss per share BREE 17 RMB cents RMB cents
AR S AREES
Basic and diluted ERREE (55.44) (84.48)
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Consolidated Statement of Financial Position

e B IR R 3R

At 31 December 2019 R-ZE—HLE+=-HA=+—8”

At At
31 December 31 December
2019 2018
RZZE—-hF R=ZZT—N\F
+=-A=+—H +=-—A=+—H
Notes RMB’000 RMB’000
PdsE AR®T T ARBFIT
Non-current assets RBEE
Property, plant and equipment Y - WE MR 18 139,194 147,085
Investment properties "EMEE 19 5,043,800 7,501,600
Right-of-use assets FHREEE 23 2,212 -
Intangible assets EREE 833 1,301
Investments in associates NIt N AR E 22 135,784 319,071
Investments in a joint venture R—EEERARINIKE 21 87,126 87,126
Investments at fair value through R AFEFFABZHRZKE
profit or loss 24 14,626 11,626
Long-term deferred expenses RERIERF X 262 661
5,423,837 8,068,470
Current assets REEE
Inventories 7g 164 114
Properties for sale under BRYFEME
development 25 2,088,439 2,510,955
Properties held for sale HEME 26 4,109,744 4,235,808
Trade receivables B 5 EWGRIA 27 87,750 88,427
Prepayments, deposits and FBNIE - me Kk
other receivables Hith pE I8 28 2,160,427 1,891,701
Prepaid land lease payments Tafs i HE IR 20 327,851 350,321
Investments at fair value through A FEFFAEBZZEKE
profit or loss 24 708,815 1,427,071
Restricted bank balances SRR T 45 64 29 89,588 130,807
Pledged deposits EEFRER 29 49,690 150,998
Bank and cash balances IRIT IR & 46k 29 282,733 250,885
9,905,201 11,037,087
Current liabilities REBEE
Trade and bills payables BoRENFIERENEE 30 2,595,916 2,837,865
Contract liabilities BHEE 32 3,044,888 3,223,044
Accruals and other payables JEETE A & E A S FRIB 31 3,347,792 2,879,106
Lease liabilities HEBRE 23 1,579 -
Borrowings Be 33 2,684,887 2,472,558
Convertible notes Al R 34 518,335 423,141
Senior notes BLREER 35 2,107,860 2,082,930
Corporate bonds NRIEFH 36 3,401,010 2,048,692
Current tax liabilities BIEAR I & 18 783,261 865,463
18,485,528 16,832,799
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Consolidated Statement of Financial Position (continued)

e MIERIR R @

At 31 December 2019 R-ZE—HhF+=-_A=+—H

At At
31 December 31 December
2019 2018

R-B-IA&E R-FT-NF
+=A=+—-B +=A=t+—A

Notes RMB’'000 RMB'000
B 5 AR®T T ARBFIT
Net current liabilities REBAEEFE (8,580,327) (5,795,712)
Total assets less current liabilities BEZBERABERE (3,156,490) 2,272,758
Non-current liabilities ERBEE
Borrowings ETE 33 498,685 1,224,902
Corporate bonds NREFH 36 - 1,139,956
Deferred tax liabilities RIEFHIEEE 38 24,329 471,287
Lease liabilities HEARE 23 684 -
523,698 2,836,145
NET LIABILITIES BEFHE (3,680,188) (563,387)
Capital and reserves BRARGEE
Share capital [N 39 313,354 313,354
Reserves ] 40 (4,042,285) (1,275,860)
Equity attributable to owners RNARER AL
of the Company (3,728,931) (962,506)
Non-controlling interests FEFE AR 7 48,743 399,119
TOTAL EQUITY EREm (3,680,188) (563,387)

The consolidated financial statements on pages 72 to 207 were
approved and authorised for issue by the board of directors on

FBI2E07 BZFEMBRREN -
TENAT/\BEZESSI0E LR

18 August 2020 and are signed on its behalf by:

WHRATALTREREE

Shen Xiaowei Zhou Chen
ERE AR
Director Director
EF EF
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Consolidated Statement of Changes in Equity

For the year ended 31 December 2019 &#Z_FT—NF+-_A=+—HBILFE

Attributable to owners of the Company

ARRHEEAER
(Accumulated
Statutory Property losses)/ Non-
Share Share Capital reserve  revaluation retained controlling
capital premium reserve funds reserve profits Total interests Total
(B3t
EERE MEER ER)/ FER
RA& RDEE BAGE 2% it REFE st B @zt
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARBTT ARBTT AR%TT ARETFT ARKTT ARMTT ARETR ARETT ARETR
At 1 January 2018 RZE-\§—F—-AH 313,35 1,299,010 86,371 396,809 121,414 1,032,453 3,249,411 536,486 3,785,897
Total comprehensive loss FAZABELE
for the year - - - - - (4,215,744) (4,215,744) (23,784) (4,239,528
Capital contribution from non- —MBRREERER
controlling equity holders of RENTE
subsidiaries - - - - - - - 8,000 8,000
Purchase of non-controlling — BB EE
interests - - - - - 3827 3827 (8,973 (5,146)
Disposal of subsidiaries HENBAR - - - (51,013) - 51,013 - (112,610) (112,610)
Appropriations to statutory REVEERBEE
surplus reserve - - - 7938 - (7,938) - - -
At 31 December 2018 RIZ-\E
+-A=1+-H 313,354 1,299,010 86,371 353,734 121,414 (3,136,389) (962,506) 399,119 (563,387)
At 1 January 2019 RZE-NE—A—H 313,354 1,299,010 86,371 353,734 121,414 (3,136,389) (962,506) 399,119 (563,387)
Total comprehensive loss FNREFBLE
for the year - - - - - (2,766,425) (2,766,425) (350,376)  (3,116,801)
At 31 December 2019 R-E-hE
+ZR=1+-8 313,354 1,299,010 86,371 353,734 121,414 (5,902,814) (3,728,931) 48,743  (3,680,188)
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Consolidated Statement of Cash Flows
HEHERER

For the year ended 31 December 2019 &Z_FT—NF+_A=+—HBILFE

2019 2018
=B-hFE —T-N\F
RMB’000 RMB'000
AR¥ETR AR®TT
Cash flows from operating activities RETHMEBRERE
Loss before income tax RS T AT E 18 (3,535,497)  (3,931,926)
Adjustments for: R
Finance costs B A Al AN 694,881 1,019,692
Share of results of associates i N e 183,287 62,619
Interest income F Bz (4,074) (5,233)
Depreciation TE 9,301 8,466
Amortisation of intangible assets I EE# 468 468
Amortisation of long-term deferred = B IR RE A =2 4 8H
expenses 399 610
Gain on disposal of items of property, HEWE  BEREEEE
plant and equipment ZUA 641 162
Loss on disposal of subsidiaries HEWB AR EE 956 424,554
Fair value change of investments at BATEABRIKRE
fair value through profit or loss Z R HEEH 706,037 69,962
Change in fair value of investment BREMERNFEE
properties 1,941,389 877,235
Impairment loss on various assets BIEEEZRERIE - 1,789,951
Operating cash flows before working HEERPIRN KEReRE
capital changes (2,212) 316,560
Change in inventories reEZ% (50) 365
Change in properties for sale under BERAGEMFEYELE
development and held for sale 725,065 (783,286)
Change in trade receivables B S EWGIE 2 & 677 6,179
Change in prepayments, deposits and TENFRIE - Be RHEMER
other receivables I B E) (260,725) (925,840)
Change in investment properties KEYEZE 66,752 1,512
Change in restricted bank balances R HRITAERR 2 HED 41,219 (34,495)
Change in trade and bills payables B 5 NI R ERNERE
7 (241,949) 430,223
Change in other payables and accruals HEip e am L ESE B
) 350,807 1,763,278
Change in contract liabilities BREEZE (178,156) 553,010
Cash generated from operations KSR E IR S 501,428 1,327,506
Tax paid ERHIA (110,464) (226,980)
Net cash generated from operating RETHAESRSESHE
activities 390,964 1,100,526
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Consolidated Statement of Cash Flows (continued)

RERERER @

For the year ended 31 December 2019 #HZEZZ

—NEFE+ZA=+—HLFE

2019 2018
—E-NF —N\F
RMB’000 RMB'000
ARMTRT AR%®TT
Cash flows from investing activities RETBMBHEERE
Disposal of subsidiaries HEMBAR - (173,029)
Deemed disposal of subsidiaries RIELERBA = (38,116)
Purchase of property, plant and BEWE - f}%& %1
equipment (2,051) (813)
Purchase of intangible assets BEELEE - (1,146)
Proceeds from disposal of property, HEWE - Jﬁﬁ%& &1
plant and equipment FriS s - 20,720
Purchase of investment at fair value ﬁ%“?ﬁ@zﬂﬁp‘l’)@é §2IRE
through profit or loss (7,000) -
Proceeds from disposal of investment HERAFEFABRIRE
at fair value through profit or loss FTiS 338 8,218 50,000
Interest received 2 HALE 4,074 5,233
Changes in pledged deposits EEMERZZE 101,308 137,434
Net cash generated from investing RETEFRBHRSFHE
activities 104,549 283
Cash flows from financing activities METBMBHEERE
Repayment of corporate bonds BEARES (32,288) -
Repayment of convertible notes EE AR g - (179,664)
Proceeds from borrowings EEmREFRIA 18,800 469,771
Repayment of borrowings BREE (169,320) (1,174,263)
Repayment of lease liabilities EEHEARE (1,643) -
Interest paid B A F B (311,182) (437,081)
Net cash used in financing activities MEEBFTARS TR (495,633) (1,321,237)
Net decrease in cash and ReRREEBYRDFHE
cash equivalents (120) (220,428)
Cash and cash equivalents FUHREMREFEY
at beginning of year 250,885 363,494
Effect of changes in foreign exchange rate [EXR&H)5 £ 31,968 107,819
Cash and cash equivalents FRRERREEZEY
at end of year 282,733 250,885
Analysis of cash and cash equivalents BE&RBELSEEBYWDN
Bank and cash balances RIT NI 4 282,733 250,885
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Notes to the Consolidated Financial Statements
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For the year ended 31 December 2019 &Z_FT—NF+_A=+—HBILFE

78

GENERAL INFORMATION

The Company was incorporated in the Cayman Islands as
an exempted company with limited liability. The address
of its head office and principal place of business is located
at Unit 5105, 51/F, The Center, 99 Queen’s Road Central,
Hong Kong. The Company's shares are listed on the Main
Board of The Stock Exchange of Hong Kong Limited (the
"Stock Exchange”) and have been suspended for trading
shares since 3 September 2018.

The Company is an investment holding company. During
the year, the Group, comprising the Company and its
subsidiaries, was principally involved in property
development, property investment and the provision of
property management services in the People’s Republic of
China (the "PRC").

BASIS OF PREPARATION

On 4 July 2018, the Company announced among other
things that (i) an event of default had occurred and was
continuing under the indenture agreement dated 26
September 2013 for the issuance of the US$300,000,000
13.75% Senior Notes Due 2018 (the “Notes”), (i) the Group
has defaulted on principal repayments of certain loans and
received notices from its creditors demanding early
repayment or declaring certain loans to be immediately
due and payable, and (iii) certain creditors had initiated
litigations against the Company and/or its subsidiaries in
the PRC.

On 10 August 2018, it was further announced that the
Group had been experiencing going concern issues as it
was not in a position to settle those of its financial liabilities
which have fallen due.
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Notes to the Consolidated Financial Statements continued)

e M BERERMEE @

For the year ended 31 December 2019 #HZEZZ

2.

BASIS OF PREPARATION (Continued)

On 2 September 2018, the Company announced that the
publication of the interim results for the six months period
ended 30 June 2018, and the despatch of the
corresponding interim report would be delayed. On 3
September 2018, trading in the shares of the Company on
the Stock Exchange was suspended at the request of the
Company.

On 17 September 2018, the Company announced that it
has formed a special investigation committee to
investigate certain suspected transfers of equity interest of
subsidiaries which had not been approved by the board of
directors of the Company (the "Board”) (the “Suspected
Unapproved Transfers”). Subsequently, an independent
advisor was engaged to perform an independent review
into the Suspected Unapproved Transfers.

By way of letters dated 13 November 2018 and 16 October
2019, the Stock Exchange imposed the following
Resumption Guidance for the Company:

(i) Publish all outstanding financial results and address
any audit modifications;

(i) Conduct an appropriate investigation into the
Suspected Unapproved Transfers, announce findings
and take appropriate remedial actions;

(i) Demonstrate its compliance with Rule 13.24 of the
Listing Rules;

(iv) Inform the market of all material information for
shareholders and investors to appraise the
Company's position;

(v) Demonstrate the Company has in place adequate
internal controls and procedures to comply with the
Listing Rules;

2.
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For the year ended 31 December 2019 &Z_FT—NF+_A=+—HBILFE

2.

80

BASIS OF PREPARATION (Continued)

(vi) Demonstrate that there is no reasonable regulatory
concern about management integrity and/or the
integrity of any persons with substantial influence
over the Company's management and operations,
which will pose a risk to investors and damage market
confidence; and

(vii) Demonstrate that all directors of the Company meet
a standard of competence commensurate with their
position as directors of a listed issuer to fulfil duties of
skill, care and diligence as required under Rules 3.08
and 3.09 of the Listing Rules.

On 5 December 2019, due to a pending litigation with #&
5 RN B PR 2 63 B BR 2 &) (Wuxi Wuzhou International
Ornamental City Co., Ltd), a subsidiary of the Company,
the accounting books and records of the subsidiary has
been held in custody by the court under an execution
order.

The Company received a letter (the “Letter”) from the
Stock Exchange on 13 March 2020, the Listing Committee
of the Stock Exchange (the “Listing Committee”) decided
to cancel the Company'’s listing under listing rules (the
"Delisting Decision”). It is indicated in the Letter that, if
the Company decides not to request the Delisting
Decision be referred to the Listing Review Committee of
the Stock Exchange for review pursuant the listing rules,
the last day of listing of the shares of the Company would
be on 27 March 2020, and the listing of the shares of the
Company would be on 30 March 2020.

On 24 March 2020, the Company has submitted a request
to the Listing Review Committee for review of the Delisting
Decision pursuant to the Listing Rules.

The Company, together with its professional advisors, is
taking step to implement the Group's restructuring and is
preparing a submission to the Listing Review Committee.
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Notes to the Consolidated Financial Statements continued)

e M BERERMEE @

For the year ended 31 December 2019 &#Z_FT—NF+-_A=+—HBILFE

3.

GOING CONCERN BASIS

The Group incurred a loss attributable to owners of the
Company of RMB2,766,425,000 for the year ended 31
December 2019 and as at 31 December 2019 the Group
had net current liabilities and net liabilities of
RMB8,580,327,000 and RMB3,680,188,000 respectively.
These conditions indicate the existence of a material
uncertainty which may cast significant doubt on the
Group's ability to continue as a going concern. Therefore,
the Group may be unable to realise its assets and
discharge its liabilities in the normal course of business.

The consolidated financial statements have been prepared
on a going concern basis on the basis that the
restructuring of the Group will be successfully completed,
and that, following the restructuring, the Group will
continue to meet in full its financial obligation as they fall
due in the foreseeable future.

The directors are therefore of the opinion that it is
appropriate to prepare the financial statements on a going
concern basis. Should the Group be unable to continue as
a going concern, adjustments would have to be made to
the consolidated financial statements to adjust the value of
the Group's assets to their recoverable amounts, to
provide for any further liabilities which might arise and to
reclassify non-current assets and liabilities as current assets
and liabilities, respectively.

3.
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For the year ended 31 December 2019 &Z_FT—NF+_A=+—HBILFE

4.

82

APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS

In the current year, the Group has adopted all the new and
revised International Financial Reporting Standards
("IFRSs") that are relevant to its operations and effective
for its accounting year beginning on 1 January 2019. IFRSs
comprise International Financial Reporting Standards
(“IFRS"); International Accounting Standards (“IAS"); and
Interpretations. The adoption of these new and revised
IFRSs did not result in significant changes to the Group's
accounting policies, presentation of the Group's financial
statements and amounts reported for the current year and
prior years except as stated below.

A. IFRS 16 “Leases”

The Group has first adopted IFRS 16 “Lease” from 1
January 2019, but has not restated comparatives
figures for the year ended 31 December 2018, as
permitted under the specific transitional provisions in
the standard. The Group has elected to apply the
modified retrospective approach for the application
IFRS 16 as lessee and will recognize the right-of-use
assets at the date of initial application equal to the
lease liability, adjusted by the amount of related
prepaid or accrued lease payments recognised in the
consolidated statement of financial position
immediately before the date of initial application.
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Notes to the Consolidated Financial Statements continued)
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For the year ended 31 December 2019 &#Z_FT—NF+-_A=+—HBILFE

4. APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (Continued)

A. IFRS 16 "Leases” (Continued)

(a)

Adjustments recognised on adoption of
HKFRS 16 “Leases”

On adoption of IFRS 16, the Group recognised
lease liabilities in relation to leases which had
previously been classified as “operating leases”
under the principles of IAS 17 Leases. These
liabilities were measured at the present value of
the remaining lease payments, discounted using
the lessee’s incremental borrowing rate as of 1
January 2019. The weighted average lessee’s
incremental borrowing rate applied to the lease
liabilities on 1 January 2019 was 5.645%.

In applying HKFRS 16 for the first time, the
Group has used the following practical
expedients permitted by the standard:

()  the use of a single discount rate to a
portfolio of leases with reasonably similar
characteristics;

(i) reliance on previous assessments on
whether leases are onerous;

(i) the exclusion of initial direct costs for the
measurement of the right-of-use asset at
the date of initial application; and

(iv) the use of hindsight in determining the
lease term where the contract contains
options to extend or terminate the lease.
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For the year ended 31 December 2019 &Z_FT—NF+_A=+—HBILFE

4. APPLICATION OF NEW AND REVISED
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (Continued)

84

A. IFRS 16 "Leases” (Continued)

(a)
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Adjustments recognised on adoption of
HKFRS 16 "Leases” (Continued)

The Group has also elected not to reassess
whether a contract is, or contains a lease at the
date of initial application. Instead, for contracts
entered into before the transition date the
Group relied on its assessment made applying
IAS 17 and IFRIC 4 “Determining whether an
Arrangement contains a Lease”.

As a lessee, the Group's leases are mainly
rentals of offices. The right-of-use assets were
measured at the amount equal to the lease
liability and there were no onerous lease
contracts that would have required an
adjustment to the right-of-use assets at the date
of initial application. The following table shows
the adjustments recognised for each individual
line item. Line items that were not affected by
the changes have not been included.
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For the year ended 31 December 2019 &#Z_FT—NF+-_A=+—HBILFE

4. APPLICATION OF NEW AND REVISED 4.
INTERNATIONAL FINANCIAL REPORTING
STANDARDS (Continued)

FE& PR ¥ 5] R A 45 RT Y B B Bt 15

WEER (8)

A. IFRS 16 “Leases” (Continued) A. BIBRKEHREERFE165
(g (&)

(a) Adjustments recognised on adoption of
HKFRS 16 "Leases” (Continued)

(a) HFMBBMBHRELUSE
165 [HE | FERZH

B (&)
At 1 January 2019: R-_ZE—hhE—HF—H8: RMB'000
AR®T T
Increase in lease liabilities HERGEEM 3,707
Increase in right-of-use assets EREEEL M 3,707
The reconciliation of operation lease REHEHRER RMB’000
commitment to lease liabilities HEEEHER ARBTT
Operating lease commitments disclosed R-Z—N\F+_-A=+—H
as at 31 December 2018 W R EHEAE 3,969
Less: N
Commitments relating to leases with a HEFBEREE T —NF
remaining lease term ending on or +ZRA=+—Hz=ZHZ
before 31 December 2019 MERM 2 &IE (13)
Discounting of 5.645% 12 5.645% BH IR (249)
Lease liabilities discounted at relevant BER_ZE-hF—H—B2Z
incremental borrowing rates at S EEENRAE
1 January 2019 ME&aE 3,707
Analysed as: DR
Current ME 1,484
Non-current IERED 2,223
3,707

The Group has not applied the new IFRSs that have
been issued but are not yet effective. The Group has
already commenced an assessment of the impact of
these new IFRSs but is not yet in a position to state
whether these new IFRSs would have a material
impact on its results of operations and financial
position.
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For the year ended 31 December 2019 #EHZEZZ

5.

86

SIGNIFICANT ACCOUNTING POLICIES

These consolidated financial statements have been
prepared in accordance with IFRSs, and the applicable
disclosures required by the Rules Governing the Listing of
Securities on the Stock Exchange and by the Hong Kong
Companies Ordinance.

These consolidated financial statements have been
prepared under the historical cost convention, as modified
by investment properties and certain investments, which
are carried at their fair values, as explained in the
accounting policies set out below. These consolidated
financial statements are presented in Renminbi (“"RMB")
and all values are rounded to the nearest thousand except
when otherwise indicated.

The preparation of consolidated financial statements in
conformity with IFRSs requires the use of key assumptions
and estimates. It also requires management to exercise its
judgments in the process of applying the accounting
policies. The areas involving critical judgments and areas
where assumptions and estimates are significant to these
consolidated financial statements are disclosed in Note 5
to the consolidated financial statements.

The significant accounting policies applied in the
preparation of these consolidated financial statements are
set out below.
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For the year ended 31 December 2019 &#Z_FT—NF+-_A=+—HBILFE

5.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries made up
to 31 December. Subsidiaries are entities over which the
Group has control. The Group controls an entity when it is
exposed, or has rights, to variable returns from its
involvement with the entity and has the ability to affect
those returns through its power over the entity. The Group
has power over an entity when the Group has existing
rights that give it the current ability to direct the relevant
activities, i.e. activities that significantly affect the entity’s
returns.

When assessing control, the Group considers its potential
voting rights as well as potential voting rights held by
other parties, to determine whether it has control. A
potential voting right is considered only if the holder has
the practical ability to exercise that right.

Subsidiaries are consolidated from the date on which
control is transferred to the Group. They are de-
consolidated from the date the control ceases.

The gain or loss on the disposal of a subsidiary that results
in a loss of control represents the difference between (i)
the fair value of the consideration of the sale plus the fair
value of any investment retained in that subsidiary and (ii)
the Company’s share of the net assets of that subsidiary
plus any remaining goodwill relating to that subsidiary and
any related accumulated foreign currency translation
reserve.

Intragroup transactions, balances and unrealised profits
are eliminated. Unrealised losses are also eliminated
unless the transaction provides evidence of an impairment
of the asset transferred. Accounting policies of subsidiaries
have been changed where necessary to ensure consistency
with the policies adopted by the Group.
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5.

88

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Consolidation (Continued)

Non-controlling interests represent the equity in
subsidiaries not attributable, directly or indirectly, to the
Company. Non-controlling interests are presented in the
consolidated statement of financial position and
consolidated statement of changes in equity within equity.
Non-controlling interests are presented in the
consolidated statement of profit or loss and other
comprehensive income as an allocation of profit or loss
and total comprehensive income for the year between the
non-controlling shareholders and owners of the Company.

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

Changes in the Company's ownership interest in a
subsidiary that do not result in a loss of control are
accounted for as equity transactions (i.e. transactions with
owners in their capacity as owners). The carrying amounts
of the controlling and non-controlling interests are
adjusted to reflect the changes in their relative interests in
the subsidiary. Any difference between the amount by
which the non-controlling interests are adjusted and the
fair value of the consideration paid or received is
recognised directly in equity and attributed to the owners
of the Company.

WUZHOU INTERNATIONAL HOLDINGS LIMITED / ANNUAL REPORT 2019

5.

ERGFTEEGE

mREERAE (8)

RS RELIFHARAEE
FEEERNNB LR - FEHE
PR an 4R B B B R 3k M &
HEHRNERIER PR - FFE
s EREBREMNEMEE RS
KREVNBARRIFFERERES
AZHzFEREE N2 BEEE
oEC

BalkHzmRENEEERB
TARRBHEE ARIFZEBRBER - B
(FEEHIHE R s IR A AR o

ARAPRMBARZABEEERZ
BB (TR KREEHE)FRE
BaXZ(NERAEANAEEFZHEE
AEM)ETZRS) AR - ERK
IR R 2 REEL AR AR
HRME AR RS 2 28 - 3F
ERESEAEC SBEDMNRE
WREATFEZRBZEMNEREER
ERERNERLEEBR AR E%E
BAe



Notes to the Consolidated Financial Statements continued)

e M BERERMEE @

For the year ended 31 December 2019 &#Z_FT—NF+-_A=+—HBILFE

5.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Business combination and goodwill

The acquisition method is used to account for the
acquisition of a subsidiary in a business combination. The
cost of acquisition is measured at the acquisition-date fair
value of the assets given, equity instruments issued,
liabilities incurred and contingent consideration.
Acquisition-related costs are recognised as expenses in
the periods in which the costs are incurred and the services
are received. ldentifiable assets and liabilities of the
subsidiary in the acquisition are measured at their
acquisition-date fair values.

The excess of the cost of acquisition over the Company's
share of the net fair value of the subsidiary’s identifiable
assets and liabilities is recorded as goodwill. Any excess of
the Company’s share of the net fair value of the identifiable
assets and liabilities over the cost of acquisition is
recognised in consolidated profit or loss as a gain on
bargain purchase which is attributed to the Company.

In a business combination achieved in stages, the
previously held equity interest in the subsidiary is
remeasured at its acquisition-date fair value and the
resulting gain or loss is recognised in consolidated profit
or loss. The fair value is added to the cost of acquisition to
calculate the goodwill.

If the changes in the value of the previously held equity
interest in the subsidiary were recognised in other
comprehensive income (for example, equity investments at
fair value through other comprehensive income), the
amount that was recognised in other comprehensive
income is recognised on the same basis as would be
required if the previously held equity interest were
disposed of.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Business combination and goodwill (Continued)

Goodwill is tested annually for impairment or more
frequently if events or changes in circumstances indicate
that it might be impaired. Goodwill is measured at cost
less accumulated impairment losses. The method of
measuring impairment losses of goodwill is the same as
that of other assets as stated in the accounting policy
below. Impairment losses of goodwill are recognised in
consolidated profit or loss and are not subsequently
reversed. Goodwill is allocated to cash-generating units
that are expected to benefit from the synergies of the
acquisition for the purpose of impairment testing.

The non-controlling interests in the subsidiary are initially
measured at the non-controlling shareholders’
proportionate share of the net fair value of the subsidiary’s
identifiable assets and liabilities at the acquisition date.

Associates

Associates are entities over which the Group has significant
influence. Significant influence is the power to participate
in the financial and operating policy decisions of an entity
but is not control or joint control over those policies. The
existence and effect of potential voting rights that are
currently exercisable or convertible, including potential
voting rights held by other entities, are considered when
assessing whether the Group has significant influence. In
assessing whether a potential voting right contributes to
significant influence, the holder’s intention and financial
ability to exercise or convert that right is not considered.
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5.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Associates (Continued)

Investment in an associate is accounted for in the
consolidated financial statements by the equity method
and is initially recognised at cost. Identifiable assets and
liabilities of the associate in an acquisition are measured at
their fair values at the acquisition date. The excess of the
cost of acquisition over the Group’s share of the net fair
value of the associate’s identifiable assets and liabilities is
recorded as goodwill. The goodwill is included in the
carrying amount of the investment and is tested for
impairment together with the investment at the end of
each reporting period when there is objective evidence
that the investment is impaired. Any excess of the Group's
share of the net fair value of the identifiable assets and
liabilities over the cost of acquisition is recognised in
consolidated profit or loss.

The Group's share of an associate’s post-acquisition profits
or losses is recognised in consolidated profit or loss, and
its share of the post-acquisition movements in reserves is
recognised in the consolidated reserves. The cumulative
post-acquisition movements are adjusted against the
carrying amount of the investment. When the Group's
share of losses in an associate equals or exceeds its
interest in the associate, including any other unsecured
receivables, the Group does not recognise further losses,
unless it has incurred obligations or made payments on
behalf of the associate. If the associate subsequently
reports profits, the Group resumes recognising its share of
those profits only after its share of the profits equals the
share of losses not recognised.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Associates (Continued)

The gain or loss on the disposal of an associate that results
in a loss of significant influence represents the difference
between (i) the fair value of the consideration of the sale
plus the fair value of any investment retained in that
associate and (i) the Group's share of the net assets of that
associate plus any remaining goodwill relating to that
associate and any related accumulated foreign currency
translation reserve. If an investment in an associate
becomes an investment in a joint venture, the Group
continues to apply the equity method and does not
remeasure the retained interest.

Unrealised profits on transactions between the Group and
its associates are eliminated to the extent of the Group's
interests in the associates. Unrealised losses are also
eliminated unless the transaction provides evidence of an
impairment of the asset transferred. Accounting policies of
associates have been changed where necessary to ensure
consistency with the policies adopted by the Group.
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5.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Joint arrangements

A joint arrangement is an arrangement of which two or
more parties have joint control. Joint control is the
contractually agreed sharing of control of an arrangement,
which exists only when decisions about the relevant
activities require the unanimous consent of the parties
sharing control. Relevant activities are activities that
significantly affect the returns of the arrangement. When
assessing joint control, the Group considers its potential
voting rights as well as potential voting rights held by
other parties, to determine whether it has joint control. A
potential voting right is considered only if the holder has
the practical ability to exercise that right.

A joint arrangement is either a joint operation or a joint
venture. A joint operation is a joint arrangement whereby
the parties that have joint control of the arrangement have
rights to the assets, and obligations for the liabilities,
relating to the arrangement. A joint venture is a joint
arrangement whereby the parties that have joint control of
the arrangement have rights to the net assets of the
arrangement.
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5.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Joint arrangements (Continued)

In relation to its interest in a joint operation, the Group
recognises in its consolidated financial statements, its
assets, including its share of any assets held jointly; its
liabilities, including its share of any liabilities incurred
jointly; its revenue from the sale of its share of the output
arising from the joint operation; its share of the revenue
from the sale of the output by the joint operation; and its
expenses, including its share of any expenses incurred
jointly, in accordance with the IFRSs applicable to the
particular assets, liabilities, revenues and expenses.

Investment in a joint venture is accounted for in the
consolidated financial statements by the equity method
and is initially recognised at cost. Identifiable assets and
liabilities of the joint venture in an acquisition are
measured at their fair values at the acquisition date. The
excess of the cost of acquisition over the Group's share of
the net fair value of the joint venture's identifiable assets
and liabilities is recorded as goodwill. The goodwill is
included in the carrying amount of the investment and is
tested for impairment together with the investment at the
end of each reporting period when there is objective
evidence that the investment is impaired. Any excess of
the Group's share of the net fair value of the identifiable
assets and liabilities over the cost of acquisition is
recognised in consolidated profit or loss.
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5.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Joint arrangements (Continued)

The Group's share of a joint venture's post-acquisition
profits or losses is recognised in consolidated profit or
loss, and its share of the post-acquisition movements in
reserves is recognised in the consolidated reserves. The
cumulative post-acquisition movements are adjusted
against the carrying amount of the investment. When the
Group's share of losses in a joint venture equals or exceeds
its interest in the joint venture, including any other
unsecured receivables, the Group does not recognise
further losses, unless it has incurred obligations or made
payments on behalf of the joint venture. If the joint venture
subsequently reports profits, the Group resumes
recognising its share of those profits only after its share of
the profits equals the share of losses not recognised.

The gain or loss on the disposal of a joint venture that
results in a loss of joint control represents the difference
between (i) the fair value of the consideration of the sale
plus the fair value of any investment retained in that joint
venture and (i) the Group's share of the net assets of that
joint venture plus any remaining goodwill relating to that
joint venture and any related accumulated foreign currency
translation reserve. If an investment in a joint venture
becomes an investment in an associate, the Group
continues to apply the equity method and does not
remeasure the retained interest.
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5.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Joint arrangements (Continued)

Unrealised profits on transactions between the Group and

its joint ventures are eliminated to the extent of the

Group's interests in the joint ventures. Unrealised losses

are also eliminated unless the transaction provides

evidence of an impairment of the asset transferred.

Accounting policies of joint ventures have been changed

where necessary to ensure consistency with the policies

adopted by the Group.

Foreign currency translation

(a)

Functional and presentation currency

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
Renminbi, which is the Company’s functional and
presentation currency.

WUZHOU INTERNATIONAL HOLDINGS LIMITED / ANNUAL REPORT 2019

5.

ERGFTEEGE

Ch-E3. 360

HHAEEERESERAERS 2

BEMNBEDAREBRAE R
ZHEm SR - BRIEXZRBBER
REBEEELIRBE GRIKRE
BEBRNTUAEE - 2ERRZE
ARRERERTERI(FLED - A
FEREAREBATRM 2 BRE R —
o

SNERE
(a) THEERZHER

AEEBRTEREBNMBHRE
AHMIBEBR AR ER L EME
MEREERRECEE((EE
E®DFE - BAaPHHRERA
ARBE®R  ARBR/ART]
2R EREE -



Notes to the Consolidated Financial Statements continued)

e M BERERMEE @

For the year ended 31 December 2019 &#Z_FT—NF+-_A=+—HBILFE

5. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Foreign currency translation (Continued)

(b) Transactions and balances in each entity’s financial
statements

Transactions in foreign currencies are translated into
the functional currency on initial recognition using the
exchange rates prevailing on the transaction dates.
Monetary assets and liabilities in foreign currencies
are translated at the exchange rates at the end of
each reporting period. Gains and losses resulting
from this translation policy are recognised in profit or
loss.

Non-monetary items that are measured at fair values
in foreign currencies are translated using the
exchange rates at the dates when the fair values are
determined.

When a gain or loss on a non-monetary item is
recognised in other comprehensive income, any
exchange component of that gain or loss is
recognised in other comprehensive income. When a
gain or loss on a non-monetary item is recognised in
profit or loss, any exchange component of that gain
or loss is recognised in profit or loss.

5. EXSFBER®E)

HNEERE (4

(b)

EERMBRRAZRERSG
BR

INEZ SR BERERKFIRR S

EHCIEXRBRERINEEE -
NS Bz BB EER AR
REREHRZERTUHR
o ANBEBRKAMEEZK
= MEBERIBENRER

PAAF a8 R ONESHE R 3E
ERIEERETATEEREY
FE R o

HIFEHIER 2 Wt sk B BN
/HJ’@IEJJ&Z WEE U4
BB B 2 T ARy TR H A
EEW AR - WMIFEHIR
BzWamkBRNIER AR
# o Bl s B R BT
I #By IR B e AR o

TMBEFERBER DT /2019 FFH 97



Notes to the Consolidated Financial Statements Continued)

e MBERERME @

For the year ended 31 December 2019 #EHZEZ-Z

5. SIGNIFICANT ACCOUNTING POLICIES
(Continued)

98

Foreign currency translation (Continued)

(c)

Translation on consolidation

The results and financial position of all the Group
entities that have a functional currency different from
the Company's presentation currency are translated
into the Company'’s presentation currency as follows:

— Assets and liabilities for each statement of
financial position presented are translated at the
closing rate at the date of that statement of
financial position;

— Income and expenses are translated at average
exchange rates (unless this average 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 exchange rates on the
transaction dates); and

— All resulting exchange differences are
recognised in the foreign currency translation
reserve.

On consolidation, exchange differences arising from
the translation of the net investment in foreign
entities and of borrowings are recognised in the
foreign currency translation reserve. When a foreign
operation is sold, such exchange differences are
recognised in consolidated profit or loss as part of
the gain or loss on disposal.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets
and liabilities of the foreign entity and translated at
the closing rate.
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5.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Property, plant and equipment

Buildings comprise mainly offices. Property, plant and
equipment are stated at cost less accumulated
depreciation and impairment losses.

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. All other repairs
and maintenance are recognised in profit or loss during
the period in which they are incurred.

Depreciation of property, plant and equipment is
calculated at rates sufficient to write off their revalued
amounts less their residual values over the estimated
useful lives on a straight-line basis. The principal annual
rates are as follows:

2.38%
9.50%-31.67%
19.00%-23.75%
19.00%—-31.67%

Buildings

Plant and Machinery
Office equipment
Motor vehicles

The residual values, useful lives and depreciation method
are reviewed and adjusted, if appropriate, at the end of
each reporting period.

Construction in progress represents buildings under
construction and plant and machinery pending installation,
and is stated at cost less impairment losses. Depreciation
begins when the relevant assets are available for use.

The gain or loss on disposal of property, plant and
equipment is the difference between the net sales
proceeds and the carrying amount of the relevant asset,
and is recognised in profit or loss.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Intangible assets

Intangible assets acquired separately are measured on
initial recognition at cost. The cost of intangible assets
acquired in a business combination is the fair value at the
date of acquisition. The useful lives of intangible assets are
assessed to be either finite or indefinite. Intangible assets
with finite lives are subsequently amortised over the useful
economic life and assessed for impairment whenever there
is an indication that the intangible asset may be impaired.
The amortisation period and the amortisation method for
an intangible asset with a finite useful life are reviewed at
least at each financial year end.

Investment properties

Investment properties are land and/or buildings held to
earn rentals and/or for capital appreciation. An investment
property is measured initially at its cost including all direct
costs attributable to the property.

After initial recognition, the investment property is stated
at its fair value based on valuation by an external
independent valuer. Gains or losses arising from changes
in fair value of the investment property are recognised in
profit or loss for the period in which they arise.

If an investment property becomes owner-occupied or a
property held for sale, it is reclassified as property, plant
and equipment or properties held for sale as appropriate,
and its fair value at the date of reclassification becomes its
cost for accounting purposes.

If an item of property, plant and equipment becomes an
investment property because its use has changed, any
difference between the carrying amount and the fair value
of this item at the date of transfer is recognised as a
revaluation of property, plant and equipment.
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For the year ended 31 December 2019 &#Z_FT—NF+-_A=+—HBILFE

5.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Investment properties (Continued)

If a property held for sale becomes an investment property,
any difference resulting between the carrying amount and
the fair value of this item at the date of transfer is
recognised in profit or loss.

Property that is being constructed or developed for future
use as investment property is stated at cost less
impairment losses until construction or development is
complete, at which time it is stated at fair value. The
difference between the fair value and the previous carrying
amount is recognised in profit or loss.

The gain or loss on disposal of an investment property is
the difference between the net sales proceeds and the
carrying amount of the property, and is recognised in
profit or loss.

Leases

The Group as lessee

Leases are recognised as right-of-use assets and
corresponding lease liabilities when the leased assets are
available for use by the Group.

Right-of-use assets are stated at cost less accumulated
depreciation and impairment losses.

Depreciation of right-of-use assets is calculated at rates to
write off their cost over the shorter of the asset’s useful life
and the lease term on a straight-line basis.
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5.

102

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leases (Continued)
The Group as lessee (Continued)
The principal annual rates are as follows:

2%-5%
33%-50%

Land use rights
Land and buildings

Right-of-use assets are measured at cost comprising the
amount of the initial measurement of the lease liabilities,
lease payments prepaid, initial direct costs and the
restoration costs.

Lease liabilities include the net present value of the lease
payments discounted using the interest rate implicit in the
lease if that rate can be determined, or otherwise the
Group's incremental borrowing rate.

Each lease payment is allocated between the liability and
finance cost.

The finance cost is charged to profit or loss over the lease
term so as to produce a constant periodic rate of interest
on the remaining balance of the lease liability.

Payments associated with short-term leases and leases of
low-value assets are recognised as expenses in profit or
loss on a straight-line basis over the lease terms.

Short-term leases are leases with an initial lease term of 12
months or less. Low-value assets are assets of value below
US$5,000.

The Group as lessor

Leases that do not substantially transfer to the lessees all
the risks and rewards of ownership of assets are accounted
for as operating leases. Rental income from operating
leases is recognised on a straight-line basis over the term
of the relevant lease.
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For the year ended 31 December 2019 #EHZEZ-Z

5.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Properties for sale under development

Properties for sale under development are stated at the
lower of cost and net realisable value. Costs include
acquisition costs, prepaid land lease payments,
construction costs, borrowing costs capitalised and other
direct costs attributable to such properties. Net realisable
value is determined by reference to sale proceeds received
after the reporting period less selling expenses, or by
estimates based on prevailing market condition. On
completion, the properties are reclassified to properties
held for sale at the then carrying amount.

Properties held for sale

Properties held for sale are stated at the lower of cost and
net realisable value. Costs of properties include acquisition
costs, prepaid land lease payments, construction costs,
borrowing costs capitalised and other direct costs
attributable to such properties. Net realisable value is
determined by reference to sale proceeds received after
the reporting period less selling expenses, or by estimates
based on prevailing market condition.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined using the weighted
average basis. The cost of finished goods and work in
progress comprises raw materials, direct labour and an
appropriate proportion of all production overhead
expenditure, and where appropriate, subcontracting
charges. Net realisable value is the estimated selling price
in the ordinary course of business, less the estimated costs
of completion and the estimated costs necessary to make
the sale.
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5.

104

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Recognition and derecognition of financial
instruments

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

Financial assets are derecognised when the contractual
rights to receive cash flows from the assets expire; the
Group transfers substantially all the risks and rewards of
ownership of the assets; or the Group neither transfers nor
retains substantially all the risks and rewards of ownership
of the assets but has not retained control on the assets. On
derecognition of a financial asset, the difference between
the asset’s carrying amount and the sum of the
consideration received and the cumulative gain or loss that
had been recognised in other comprehensive income is
recognised in profit or loss.

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled
or expired. The difference between the carrying amount of
the financial liability derecognised and the consideration
paid is recognised in profit or loss.
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MBWERMEE

For the year ended 31 December 2019 #EHZEZ-Z

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Recognition and derecognition of financial
instruments (Continued)

(a)

Financial assets

Financial assets are recognised and derecognised on
a trade date basis where the purchase or sale of an
asset is under a contract whose terms require delivery
of the asset within the timeframe established by the
market concerned, and are initially recognised at fair
value, plus directly attributable transaction costs
except in the case of investments at fair value through
profit or loss. Transaction costs directly attributable to
the acquisition of investments at fair value through
profit or loss are recognised immediately in profit or
loss.

Financial assets of the Group are classified under the
following categories:

Financial assets at amortised; and

Investments at fair value through profit or loss.
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5.

106

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Recognition and derecognition of financial
instruments (Continued)

(a)

Financial assets (Continued)

(1)

(i1)

Financial assets at amortised cost

Financial assets (including trade and other
receivables) are classified under this category if
they satisfy both of the following conditions:

— the assets are held within a business model
whose objective is to hold assets in order
to collect contractual cash flows; and

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

They are subsequently measured at amortised
cost using the effective interest method less loss
allowance for expected credit losses.

Investments at fair value through profit or loss

Financial assets are classified under this category
if they do not meet the conditions to be
measured at amortised cost and the conditions
of debt investments at fair value through other
comprehensive income unless the Group
designates an equity investment that is not held
for trading as at fair value through other
comprehensive income on initial recognition.
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For the year ended 31 December 2019 &#Z_FT—NF+-_A=+—HBILFE

5.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Recognition and derecognition of financial
instruments (Continued)

(a) Financial assets (Continued)

(i) Investments at fair value through profit or loss
(Continued)

Investments at fair value through profit or loss
are subsequently measured at fair value with any
gains or losses arising from changes in fair values
recognised in profit or loss. The fair value gains
or losses recognised in profit or loss are net of
any interest income and dividend income.
Interest income and dividend income are
recognised in profit or loss.

Loss allowances for expected credit losses

The Group recognises loss allowances for expected credit
losses on financial assets at amortised cost. Expected
credit losses are the weighted average of credit losses with
the respective risks of a default occurring as the weights.

At the end of each reporting period, the Group measures
the loss allowance for a financial instrument at an amount
equal to the expected credit losses that result from all
possible default events over the expected life of that
financial instrument (“lifetime expected credit losses”) for
trade receivables, contract assets and lease receivables, or
if the credit risk on that financial instrument has increased
significantly since initial recognition.

If, at the end of the reporting period, the credit risk on a
financial instrument (other than trade receivables and
contract assets) has not increased significantly since initial
recognition, the Group measures the loss allowance for
that financial instrument at an amount equal to the portion
of lifetime expected credit losses that represents the
expected credit losses that result from default events on
that financial instrument that are possible within 12 months
after the reporting period.
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5.

108

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Loss allowances for expected credit losses
(Continued)

The amount of expected credit losses or reversal to adjust
the loss allowance at the end of the reporting period to
the required amount is recognised in profit or loss as an
impairment gain or loss.

Cash and cash equivalents

For the purpose of the statement of cash flows, cash and
cash equivalents represent cash at bank and on hand,
demand deposits with banks and other financial
institutions, and short-term highly liquid investments which
are readily convertible into known amounts of cash and
subject to an insignificant risk of change in value. Bank
overdrafts which are repayable on demand and form an
integral part of the Group's cash management are also
included as a component of cash and cash equivalents.

Financial liabilities and equity instruments

Financial liabilities and equity instruments are classified
according to the substance of the contractual
arrangements entered into and the definitions of a
financial liability and an equity instrument under IFRSs. An
equity instrument is any contract that evidences a residual
interest in the assets of the Group after deducting all of its
liabilities. The accounting policies adopted for specific
financial liabilities and equity instruments are set out
below.
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For the year ended 31 December 2019 &#Z_FT—NF+-_A=+—HBILFE

5.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Convertible notes

Convertible notes which entitle the holder to convert the
notes into equity instruments, other than into a fixed
number of equity instruments at a fixed conversion price,
are regarded as combined instruments consist of a liability
and derivative components.

At the date of issue, the fair values of the derivative
components are determined using an option pricing
model.

The remainder of the proceeds is allocated to the liability
component and is carried as a liability at amortised cost
using the effective interest method until extinguished on
conversion or redemption.

The derivative components are measured at fair value with
gains and losses recognised in profit or loss.

Transaction cost are apportioned between liability and
derivative components of the convertible loan based on
the allocation of proceeds to the liability and derivative
components on initial recognition.
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5.

110

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Borrowings

Borrowings are recognised initially at fair value, net of
transaction costs incurred, and subsequently measured at
amortised cost using the effective interest method.

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 end of the
reporting period.

Financial guarantee contract liabilities

Financial guarantee contract liabilities are initially
recognised at fair value and subsequently measured at the
higher of:

(@) theloss allowance; and

(b) the amount initially recognised less cumulative
amortisation recognised in profit or loss over the
terms of the guarantee contracts.

Senior notes and corporate bonds

Senior notes and corporate bonds issued by the Company
that contain both liability and early redemption option
(which is not closely related to the host contract) are
classified separately into respective items on initial
recognition. At the date of issue, both the liability and
early redemption option components are recognised at
fair value.

In subsequent periods, the liability components of the
senior notes and corporate bonds are carried at amortised
cost using the effective interest method. The early
redemption option is measured at fair value with changes
in fair value recognised in profit or loss.
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5.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Senior notes and corporate bonds (Continued)

Transaction costs that relate to the issue of the senior
notes and corporate bonds are allocated to the liability
and early redemption option components in proportion to
their relative fair values. Transaction costs relating to the
early redemption option are charged to profit or loss
immediately. Transaction costs relating to the liability
component are included in the carrying amount of the
liability portion and amortised over the periods of the
senior notes and corporate bonds using the effective
interest method.

Trade and other payables

Trade and other payables are stated initially at their fair
value and subsequently measured at amortised cost using
the effective interest method unless the effect of
discounting would be immaterial, in which case they are
stated at cost.

Derivative financial instruments

Derivatives are initially recognised and subsequently
measured at fair value with any gains or losses arising from
changes in fair values recognised in profit or loss.

Equity instruments

Equity instruments issued by the Company are recorded at
the proceeds received, net of direct issue costs.
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5.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue from contracts with customers

Revenue is measured based on the consideration specified
in a contract with a customer with reference to the
customary business practices and excludes amounts
collected on behalf of third parties. For a contract where
the period between the payment by the customer and the
transfer of the promised product or service exceeds one
year, the consideration is adjusted for the effect of a
significant financing component.

The Group recognises revenue when it satisfies a
performance obligation by transferring control over a
product or service to a customer. Depending on the terms
of a contract and the laws that apply to that contract, a
performance obligation can be satisfied over time or at a
point in time. A performance obligation is satisfied over
time if:

(@) the customer simultaneously receives and consumes
the benefits provided by the Group’s performance;

(b) the Group's performance creates or enhances an
asset that the customer controls as the asset is
created or enhanced; or

() the Group's performance does not create an asset
with an alternative use to the Group and the Group
has an enforceable right to payment for performance
completed to date.

If a performance obligation is satisfied over time, revenue
is recognised 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 product or service.
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5.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Other revenue

Interest income is recognised using the effective interest
method.

Dividend income is recognised when the shareholders’
rights to receive payment are established.

Rental income is recognised on a straight-line basis over
the lease term.

Employee benefits
(a) Employee leave entitlements

Employee entitlements to annual leave and long
service leave are recognised when they accrue to
employees. A provision is made for the estimated
liability for annual leave and long service leave as a
result of services rendered by employees up to the at
the end of the reporting period.

Employee entitlements to sick leave and maternity
leave are not recognised until the time of leave.

(b) Pension obligations

The Group contributes to defined contribution
retirement schemes which are available to all
employees. Contributions to the schemes by the
Group and employees are calculated as a percentage
of employees’ basic salaries. The retirement benefit
scheme cost charged in profit or loss represents
contributions payable by the Group to the funds.

(c) Termination benefits

Termination benefits are recognised at the earlier of
the dates when the Group can no longer withdraw
the offer of those benefits and when the Group
recognises restructuring costs and involves the
payment of termination benefits.
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5.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Share-based payments

The Group issues equity-settled share-based payments to
certain directors and employees.

Equity-settled share-based payments to directors and
employees are measured at the fair value (excluding the
effect of non market-based vesting conditions) of the
equity instruments at the date of grant. The fair value
determined at the grant date of the equity-settled share-
based payments is expensed on a straight-line basis over
the vesting period, based on the Group’s estimate of
shares that will eventually vest and adjusted for the effect
of non market-based vesting conditions.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are
assets that necessarily take a substantial period of time to
get ready for their intended use or sale, are capitalised as
part of the cost of those assets, until such time as the
assets are substantially ready for their intended use or sale.
Investment income earned on the temporary investment of
specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs
eligible for capitalisation.

To the extent that funds are borrowed generally and used
for the purpose of obtaining a qualifying asset, the amount
of borrowing costs eligible for capitalisation is determined
by applying a capitalisation rate to the expenditures on
that asset. The capitalisation rate is the weighted average
of the borrowing costs applicable to the borrowings of the
Group that are outstanding during the period, other than
borrowings made specifically for the purpose of obtaining
a qualifying asset.

All other borrowing costs are recognised in profit or loss in
the period in which they are incurred.
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5.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Government grants

A government grant is recognised when there is
reasonable assurance that the Group will comply with the
conditions attaching to it and that the grant will be
received.

Taxation

Income tax represents the sum of the current tax and
deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit recognised in profit
or loss because it excludes items of income or expense
that are taxable or deductible in other years and it further
excludes items that are never taxable or deductible. The
Group's liability for current tax is calculated using tax rates
that have been enacted or substantively enacted by the
end of the reporting period.

Deferred tax is recognised on differences between the
carrying amounts of assets and liabilities in the financial
statements and the corresponding tax bases used in the
computation of taxable profit. Deferred tax liabilities are
generally recognised for all taxable temporary differences
and deferred tax assets are recognised to the extent that it
is probable that taxable profits will be available against
which deductible temporary differences, unused tax losses
or unused tax credits can be utilised. Such assets and
liabilities are not recognised if the temporary difference
arises from goodwill or from the initial recognition (other
than in a business combination) of other assets and
liabilities in a transaction that affects neither the taxable
profit nor the accounting profit.
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5.
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SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation (Continued)

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

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

Deferred tax is calculated at the tax rates that are expected
to apply in the period when the liability is settled or the
asset is realised, based on tax rates that have been
enacted or substantively enacted by the end of the
reporting period. Deferred tax is recognised in profit or
loss, except when it relates to items recognised in other
comprehensive income or directly in equity, in which case
the deferred tax is also recognised in other comprehensive
income or directly in equity.

The measurement of deferred tax assets and liabilities
reflects the tax consequences that would follow from the
manner in which the Group expects, at the end of the
reporting period, to recover or settle the carrying amount
of its assets and liabilities.
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5.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation (Continued)

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

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets
against current tax liabilities and when they relate to
income taxes levied by the same taxation authority and the
Group intends to settle its current tax assets and liabilities
on a net basis.

PRC land appreciation tax (“LAT")

LAT is levied at progressive rates ranging from 30% to 60%
on the appreciation of land value, being the proceeds
from sales of properties less deductible expenditures
including land costs, borrowing costs, business taxes and
all property development expenditures. LAT is recognised
as an income tax expense. LAT paid is a deductible
expense for PRC enterprise income tax purposes.
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118

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Segment reporting

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

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

Related parties

A related party is a person or entity that is related to the
Group.

(@) A person or a close member of that person’s family is
related to the Group if that person:

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

(i)  has significant influence over the Group; or

(iii) is a member of the key management personnel
of the Company or of a parent of the Company.
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5.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Related parties (Continued)

(b)

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

(iii)

(iv)

(vi)

(vii)

(viii)

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

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

Both entities are joint ventures of the same third
party.

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

The entity is a post-employment benefit plan for
the benefit of employees of either the Group or
an entity related to the Group. If the Group is
itself such a plan, the sponsoring employers are
also related to the Group.

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

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

The entity, or any member of a group of which it
is a part, provides key management personnel
services to the Company or to a parent of the
Company.
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5.

120

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Impairment of assets

At the end of each reporting period, the Group reviews
the carrying amounts of its tangible and other intangible
assets except goodwill, deferred tax assets, investment
properties, investment, inventories and receivables, to
determine whether there is any indication that those assets
have suffered an impairment loss. If any such indication
exists, the recoverable amount of the asset is estimated in
order to determine the extent of any impairment loss.
Where it is not possible to estimate the recoverable
amount of an individual asset, the Group estimates the
recoverable amount of the cash-generating unit to which
the asset belongs.

Recoverable amount is the higher of fair value less costs of
disposal and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the
risks specific to the asset.

If the recoverable amount of an asset or cash-generating
unit is estimated to be less than its carrying amount, the
carrying amount of the asset or cash-generating unit is
reduced to its recoverable amount. An impairment loss is
recognised immediately in profit or loss, unless the
relevant asset is carried at a revalued amount, in which
case the impairment loss is treated as a revaluation
decrease.
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5. SIGNIFICANT ACCOUNTING POLICIES

(Continued)

Impairment of assets (Continued)

Where an impairment loss subsequently reverses, the
carrying amount of the asset or cash-generating unit is
increased to the revised estimate of its recoverable
amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been
determined (net of amortisation or depreciation) had no
impairment loss been recognised for the asset or cash-
generating unit in prior years. A reversal of an impairment
loss is recognised immediately in profit or loss, unless the
relevant asset is carried at a revalued amount, in which
case the reversal of the impairment loss is treated as a
revaluation increase.

Provisions and contingent liabilities

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

Where it is not probable that an outflow of economic
benefits will be required, or the amount cannot be
estimated reliably, the obligation is disclosed as a
contingent liability, unless the probability of outflow is
remote. Possible obligations, whose existence will only be
confirmed by the occurrence or non-occurrence of one or
more future events are also disclosed as contingent
liabilities unless the probability of outflow is remote.
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5.

122

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Events after the reporting period

Events after the reporting period that provide additional
information about the Group's position at the end of the
reporting period or those that indicate the going concern
assumption is not appropriate are adjusting events and are
reflected in the financial statements. Events after the
reporting period that are not adjusting events are
disclosed in the notes to the financial statements when
material.

CRITICAL JUDGEMENTS AND KEY
ESTIMATES

Critical judgements in applying accounting policies

In the process of applying the accounting policies, the
Directors have made the following judgements that have
the most significant effect on the amounts recognised in
the consolidated financial statements.

(@) Going concern basis

These consolidated financial statements have been
prepared on a going concern basis, the validity of
which depends upon the restructuring of the Group
will be successfully completed, and that, following the
restructuring, the Group will continue to meet in full
its financial obligation as they fall due in the
foreseeable future. Details are explained in note 2 to
consolidated financial statements.
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6.

CRITICAL JUDGEMENTS AND KEY
ESTIMATES (Continued)

Critical judgements in applying accounting policies
(Continued)

(b) Distinction between investment properties and

6. BARFIEREEEME (B

FE RIS 5t BOR YA 4 ) i (48)

(b) REMEHEREZEFTEHRAUENE

owner-occupied properties

The Group determines whether a property qualifies
as an investment property. In making its judgement,
the Group considers whether the property generates
cash flows largely independently of the other assets
held by the Group. Owner-occupied properties
generate cash flows that are attributable not only to
property but also to other assets used in the
production or supply process.

Some properties comprise a portion that is held to
earn rentals and another portion that is held for use in
the production of goods or service or for
administrative expenses. If these portions can be sold
separately (or leased out separately under a finance
lease), the Group accounts for the portions
separately. If the portions cannot be sold separately,
the property is accounted for as investment property
only if an insignificant portion is held for use in the
production of goods. Judgement is applied in
determining whether ancillary services are so
significant that a property does not qualify as an
investment property. The Group considers each
property separately in making its judgement.
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6. CRITICAL JUDGEMENTS AND KEY
ESTIMATES (Continued)

124

Critical judgements in applying accounting policies
(Continued)

(c)

Deferred tax for investment properties

For the purposes of measuring deferred tax for
investment properties that are measured using the
fair value model, the directors have reviewed the
Group's investment property portfolios and
concluded that the Group's investment properties are
not held under a business model whose objective is
to consume substantially all of the economic benefits
embodied in the investment properties over time,
rather than through sale.

Therefore, in determining the Group’s deferred tax
for investment properties, the directors have adopted
the presumption that investment properties
measured using the fair value model are recovered
through sale.
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6.

CRITICAL JUDGEMENTS AND KEY
ESTIMATES (Continued)

Key sources of estimation uncertainty

The key assumptions concerning the future, and other key

sources of estimation uncertainty at the end of the

reporting period, that have a significant risk of causing a

material adjustment to the carrying amounts of assets and

liabilities within the next financial year, are discussed

below.

(a)

(b)

Property, plant and equipment and depreciation

The Group determines the estimated useful lives,
residual values and related depreciation charges for
the Group’s property, plant and equipment. This
estimate is based on the historical experience of the
actual useful lives and residual values of property,
plant and equipment of similar nature and functions.
The Group will revise the depreciation charge where
useful lives and residual values are different to those
previously estimated, or it will write-off or write-down
technically obsolete or non-strategic assets that have
been abandoned or sold.

Impairment of property, plant and equipment

Property, plant and equipment are reviewed for
impairment whenever events or changes in
circumstances indicate that the carrying amount of
the assets exceeds its recoverable amount. The
recoverable amount is determined with reference to
the fair value less costs of disposal and present value
of estimated future cash flows. Where the fair value
less costs of disposal and future cash flows are less
than expected or there are unfavourable events and
change in facts and circumstance which result in
revision of fair value less costs of disposal and future
estimate cash flows, a material impairment loss may
arise.
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6.

126

CRITICAL JUDGEMENTS AND KEY
ESTIMATES (Continued)

Key sources of estimation uncertainty (Continued)

(c)

(d)

(e)

Income tax

The Group is subject to income taxes in several
jurisdictions. Significant estimates are required in
determining the provision for income taxes. There are
many transactions and calculations for which the
ultimate tax determination is uncertain during the
ordinary course of business. Where the final tax
outcome of these matters is different from the
amounts that were initially recorded, such differences
will impact the income tax and deferred tax provisions
in the period in which such determination is made.

Net realisable value of inventories and properties
for sale under development and for sale

Net realisable value of inventories and properties for
sale under development and for sale is the estimated
selling price in the ordinary course of business, less
estimated costs of completion and selling expense.
These estimates are based on the current market
condition and the historical experience of
manufacturing and selling products of similar nature.
It could change significantly as a result of changes in
customer taste and competitor actions in response to
severe industry cycles. The Group will reassess the
estimates by the end of each reporting period.

Fair values of investment properties

The Group appointed an independent professional
valuer to assess the fair values of the investment
properties. In determining the fair values, the valuer
has utilised a method of valuation which involves
certain estimates. The directors have exercised their
judgement and are satisfied that the method of
valuation is reflective of the current market
conditions.
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For the year ended 31 December 2019 #EHZEZ-Z

6.

CRITICAL JUDGEMENTS AND KEY
ESTIMATES (Continued)

Key sources of estimation uncertainty (Continued)

(f)

(9)

PRC land appreciation tax (“LAT")

The Group is subject to LAT in the PRC. The provision
for LAT is based on management’s best estimates
according to the understanding of the requirements
set forth in the relevant PRC tax laws and regulations.
The actual LAT liabilities are subject to the
determination by the tax authorities upon the
completion of the property development projects.
The Group has not finalised its LAT calculation and
payments with the tax authorities for all its property
development projects. The final outcome could be
different from the amounts that were initially
recorded, and any differences will impact on the LAT
expenses and the related provision in the period in
which the differences realise.

Impairment loss for bad and doubtful debts

The Group makes impairment loss for bad and
doubtful debts based on assessments of the
recoverability of the trade and other receivables,
including the current creditworthiness and the past
collection history of each debtor. Impairments arise
where events or changes in circumstances indicate
that the balances may not be collectible. The
identification of bad and doubtful debts requires the
use of judgement and estimates. Where the actual
result is different from the original estimate, such
difference will impact the carrying value of the trade
and other receivables and doubtful debt expenses in
the year in which such estimate has been changed.
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For the year ended 31 December 2019 &Z_FT—NF+_A=+—HBILFE

6.

128

CRITICAL JUDGEMENTS AND KEY
ESTIMATES (Continued)

Key sources of estimation uncertainty (Continued)
(h) Deferred tax assets

Deferred tax assets are recognised for unused tax
losses to the extent that it is probable that taxable
profit will be available against which the losses can be
utilised. Significant management judgement is
required to determine the amount of deferred tax
assets that can be recognised, based upon the likely
timing and level of future taxable profits together
with future tax planning strategies.

FINANCIAL RISK MANAGEMENT

The Group's activities expose it to a variety of financial
risks: foreign currency risk, credit risk, liquidity risk and
interest rate risk. The Group's overall risk management
programme focuses on the unpredictability of financial
markets and seeks to minimise potential adverse effects on
the Group's financial performance.

(a) Foreign currency risk

The Group has minimal exposure to foreign currency
risk as most of its business transactions, assets and
liabilities are principally denominated in the
functional currencies of the Group entities of
Renminbi (“RMB"). The Group currently does not
have a foreign currency hedging policy in respect of
foreign currency transactions, assets and liabilities.
The Group will monitor its foreign currency exposure
closely and will consider hedging significant foreign
currency exposure should the need arise.
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For the year ended 31 December 2019 &#Z_FT—NF+-_A=+—HBILFE

7.

FINANCIAL RISK MANAGEMENT (Continued) 7.

(a) Foreign currency risk (Continued)

The following table demonstrates the sensitivity at
the end of the reporting periods to a reasonably
possible change in the Hong Kong dollar ("HKD")
and the USD exchange rate, with all other variables
held constant, of the Group's loss/profit before tax.

BEEREER (&)
(a) IhEEmELBs (%)

TRETIR S BRFAE A
BEHFHTRE  AEENH
¥R 4EFIB 5 7T (8 )
RETERABALEHOK
R -

Increase/
(decrease) in
loss/profit
Rate before tax
BiAEE,
FE4g
o Om4)
% RMB’000
% AREFTT
Year ended 31 December 2019 HE_ZT—NF
T-A=+—RHItFE
If HKD weakens against RMB BT ARERE -5% 17
If HKD strengthens against RMB /& T 5 A REFAE +5% (17)
If USD weakens against RMB WETHAREEE -5% 131,296
If USD strengthens against RMB 3T H AR B FHE +5% (131,296)
Year ended 31 December 2018 HE-_ZT—)\F
TZA=+—RHIEFE
If HKD weakens against RMB BT ARERE -5% 28
If HKD strengthens against RMB /Bt L AREFHE +5% (28)
If USD weakens against RMB fETH ARKRE -5% 125,283
If USD strengthens against RMB St X A REFE +5% (125,283)
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For the year ended 31 December 2019 #EHZEZZ
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7. FINANCIAL RISK MANAGEMENT (Continued) 7. BHREREEE)

(b) Credit risk

(b) FEER

The Group’s maximum exposure to credit risk in the
event that counterparties fail to perform their
obligations at 31 December 2019 in relation to each
class of recognised financial assets is the carrying
amounts of those assets as stated in the consolidated
statement of financial position. The Group's credit
risk is primarily attributable to its financing activities
to customers. The credit risk of the Group’s other
financial assets, which mainly comprise cash and
pledged deposits, other receivables, arises from
default of the counterparty, with a maximum exposure
equal to the carrying amounts of these instruments.

At the end of the reporting period, the Group has no
concentrations of credit risk in view of its large
number of customers.

The Group considers whether there has been a
significant increase in credit risk of financial assets on
an ongoing basis throughout each reporting period
by comparing the risk of a default occurring as at the
reporting date with the risk of default as at the date
of initial recognition. It considers available reasonable
and supportive forwarding-looking information.
Especially the following information is used:

— internal credit rating;

— actual or expected significant adverse changes
in business, financial or economic conditions
that are expected to cause a significant change
to the borrower’s ability to meet its obligations;
and

— significant changes in the expected performance
and behaviour of the borrower, including
changes in the payment status of borrowers.
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7.

Bt 75 R AR B A )

For the year ended 31 December 2019 #EHZEZ-Z

FINANCIAL RISK MANAGEMENT (Continued)

(b) Credit risk (Continued)

The Group uses two categories for non-trade loan
receivables which reflect their credit risk and how the

loan loss provision is determined for each of the
categories. In calculating the expected credit loss
rates, the Group considers historical loss rates for

each category and adjusts for forward looking data.

7.

SHERE

—NEFE+ZA=+—HLFE

B

(b) EERBE (&)

AEEHIEE HEWERES

miEER > RREEERR X
AN Al e SE AR AR B ) B B 1B
Bl RATERBMEEREX

¥ AR EE B S ABIN0E
S BIR - 3 AR I B A B
TR -

Category Definition Loss provision

bl & BiERE

Performing Low risk of default and strong capacity to pay 12 month expected losses
FE1T EHRRE - e 1218 A 8 B s 18

Non-performing

RETT

Significant increase in credit risk
EERAREEL N

Lifetime expected losses

TFEHTR R 1R
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7.

132

FINANCIAL RISK MANAGEMENT (Continued) 7.

(c)

Liquidity risk

The Group's policy is to regularly monitor current and
expected liquidity requirements to ensure that it
maintains sufficient reserves of cash to meet its
liquidity requirements in the short and longer term.

The maturity analysis of the Group's financial liabilities

BEEREER (&)

() REBEZEMR
AEENBRRASERERRE
RIERHREBESH K - AHE
REL4E 1558 e B0 3R & o 1 DA T
MRk RANRSESHK

AEBETRABENRHD TN

is as follows: T
Carrying Total contractual undiscounted
amounts cash flow
HREE ENARRRESRENE
Less than
Total 1year Over 1 year
@t —FR —FHE
RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT ARETR
31 December 2019 —E-NEF
+-A=1+—H
Trade and bills payables 2o RNIERENZE 2,595,916 2,595,916 2,595,916 -
Accruals and other payables  [E&TE& L E A0 fE 0B 2,497,820 2,497,820 2,497,820 =
Borrowings 8- 3,183,572 3,326,652 2,732,521 594,131
Convertible notes GIpat &S 518,335 518,335 518,335 =
Senior notes BEER 2,107,860 2,107,860 2,107,860 =
Corporate bonds NEES 3,401,010 3,334,904 3,334,904 -
14,304,513 14,381,487 13,787,356 594,131
31 December 2018 —E-N\E
T-A=1-H
Trade and bills payables BORNTERERER 2,837,865 2,837,865 2,837,865 -
Accruals and other payables  JE5TE B M E e 5008 1,959,271 1,959,271 1,959,271 -
Borrowings EE 3,697,460 3,964,860 2,572,544 1,392,316
Convertible notes BREE 423,141 423,141 423,141 -
Senior notes BrER 2,082,930 2,082,930 2,082,930 -
Corporate bonds RAIEHR 3,188,648 3,356,609 2,048,692 1,307,917
14,189,315 14,624,676 11,924,443 2,700,233
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7.

FINANCIAL RISK MANAGEMENT (Continued)

(d)

(e)

(f)

Interest rate risk

The Group's exposure to risk for changes in market
interest rates relates primarily to the Group’s bank
and other borrowings and corporate bonds. The
Group does not use derivative financial instruments
to hedge interest rate risk. The Group manages its
interest cost using variable rate bank borrowings.

On 31 December 2019, if the interest rate of bank
borrowings had increased/decreased by 0.5% and all
other variables held constant, the (loss)/profit before
tax for the year of the Group would have increased/
decreased by approximately RMB4,592,000 (2018:
RMBA4,840,000).

Fair values

The carrying amounts of the Group's financial assets
and financial liabilities as reflected in the consolidated
statement of financial position approximate their
respective fair values.

Financial instruments by category

The carrying amounts of each of the category of the

7.

BEREER (&)
(d) FIZEE kg

(e)

(f)

R FTE IS F R E B R
BT REANEERTMEME
EURRARHELZEH -  AEHE
WEERITES B T REHR
KR MaERAFRRTE
EEENBMA

RZE—NF+ZA=+—
H' WR{ITEEMNF X L
Ft/ T #80.5% - TFTH H &
ERFBIE  KAEENFER
Al (Es18),/ FIBEE AT
“ AN R 4592007 = F
—\F : AR 4,840,0007T) °

AFE

A7 B BT IR 0 3% P e BR B AN 5=
EemEEMERAGBHRKRE
BEREAZBHNATERES -

RERESHNEMTA

AEEEReRMTARNEREH

Group's financial instruments at the end of the RHBEMEMEWNT :
reporting period are as follows:
2019 2018
“EB-RAEFE  —ZEN\F
RMB’000 RMB’000
AR®T T ARET T
Financial assets EREE
Investments at fair value through I AFEFABRZIKE
profit or loss 723,441 1,438,697
Financial assets at amortised cost IR K AT EN S REE
(including cash and cash (BRERERREEEY)
equivalents) 2,309,962 2,137,165
Financial liabilities tREE
Financial liabilities at amortised BEHEN AT ENSREE
cost 14,304,513 14,189,315
FONBIBRIRAR B BR A R] / 2019 FE R 133
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8.

134

FAIR VALUE MEASUREMENTS

Fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date.
The following disclosures of fair value measurements use a
fair value hierarchy that categorises into three levels the
inputs to valuation techniques used to measure fair value:

Level 1 inputs: quoted prices (unadjusted) in active markets
for identical assets or liabilities that the Group can access
at the measurement date.

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

Level 3 inputs: unobservable inputs for the asset or liability.
The Group's policy is to recognise transfers into and

transfers out of any of the three levels as of the date of the
event or change in circumstances that caused the transfer.
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For the year ended 31 December 2019 &#Z_FT—NF+-_A=+—HBILFE

8. FAIR VALUE MEASUREMENTS (Continued)

(a) Disclosures of level in fair value hierarchy:

8. QFEFE®H

(a) RFESRANEREE

2019
—E-hF
Fair value measurements using:
ERANTEENAFEE

Level 1 Level 2 Level 3 Total
F-%& F-& F=& et
RMB’000 RMB’'000 RMB‘000 RMB’000
ARBTT ARBTT ARBTRT AR®BTR

Recurring fair value REMAVETE:
measurements:
Investment properties REWE = - 5,043,800 5,043,800
Investments at fair value BATEFAER
through profit or loss Z2"E - 723,441 - 723,441
2018
—E-N\F
Fair value measurements using:
FANTSENAFETE
Level 1 Level 2 Level 3 Total
FE—K FE_R FE=MR BEt
RMB'000  RMB’000 RMB'000  RMB'000
ARETT ARBTT ARBTT ARETRT
Recurring fair value REMDNFETE:
measurements:
Investment properties WEYE - - 7,501,600 7,501,600
Investments at fair value BAFEF AR
through profit or loss 25E - 1,438,697 - 1,438,697

AMBEBRIERAER AR /2019 FFRK 135
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8.

136

FAIR VALUE MEASUREMENTS (Continued)

(b) Reconciliation of investment property

(c)

measured at fair value based on level 3 is
included in Note 19:

8. QFEFE®H

(b) EREF=RZQIFETEN

REVEHREANMFE9 :

2019 2018
ZE-AFE —ZT)\F
RMB’'000 RMB’000
ARBTRT ARETE
Include gains or loss for assets AR EHRRAFEED
hold at end of reporting period WS sk 18 (1,941,389) (877,235)

The total gains or losses recognised in profit or loss
including those for assets held at end of reporting
period are presented in change in fair value of
investment properties in the statement of profit or
loss.

Disclosure of valuation process used by the
Group and valuation techniques and inputs
used in fair value measurements at 31
December 2019 and 2018:

The Group’s Chief Financial Officer is responsible for
the fair value measurements of assets and liabilities
required for financial reporting purposes, including
level 3 fair value measurements. The Chief Financial
Officer reports directly to the Board of Directors for
these fair value measurements. Discussions of
valuation processes and results are held between the
Chief Financial Officer and the Board of Directors at
least twice a year.

For level 3 fair value measurements, the Group will
normally engage external valuation experts with the
recognised professional qualifications and recent
experience to perform the valuations.
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8. FAIR VALUE MEASUREMENTS (Continued)

(c)

Disclosure of valuation process used by the
Group and valuation techniques and inputs
used in fair value measurements at 31
December 2019 and 2018: (Continued)

Level 2 fair value measurements

8. QFEFE®H

() RZE—HIERZZE—NEFE
+TZA=1+—HAXKEEFRHE
ANEERBRRAFETE
Fr#% A B9 1 B 15 9 B B A
BHE  (8&)

E_RAFEFTE

Fair value

2019

DNE¥E

—B-hEF

Description Valuation technique Inputs RMB'000

it fRE R WABE AR¥TR
Investments at fair value Market comparable Dealer quotes for

through profit or loss approach similar instruments 723,441

BAHER ABR 2 RE MmIFLLESE

BUTANRZAERE

Fair value

2018

AT

—E-)\F

Description Valuation technique Inputs RMB'000

et EERM A BUR ARBTFT
Investments at fair value Market comparable Dealer quotes for

through profit or loss approach similar instruments 1,438,697

BAFEFABEZRE MmIGLLESE

BUTANRZHERE
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8. FAIR VALUE MEASUREMENTS (Continued)

(c) Disclosure of valuation process used by the
Group and valuation techniques and inputs
used in fair value measurements at 31
December 2019 and 2018: (Continued)

Level 3 fair value measurements

8. QFEFE®H

(c)

RZBE-NER=ZF-N\EF
+TZA=1+—HAXKEEFRE
ANEERBRRAFETE
FFERANAER T REAAE
BHE  (8&)

BE=RAFETE

Fair value
2019
AYE
—B-hF
Effect on fair
value for increase
Description Valuation technique ~ Unobservable inputs Range of inputs RMB'000
BARBEM
it EE R FABERAHE #E HATENRE ARBTR
Investment Income capitalisation  Estimated rental value
properties method (RMB per sg.m. and
per month) 16to 158 Increase 5,043,800
Discount rate 3.5%-6.5% Decrease
REME WAERILE fhEtHeEE
(BABTHIRARK) 162158 &
BhI & 35%-6.5% EL
Fair value
2018
AT
—TN\F
Effect on fair
value for increase
Description Valuation technique Unobservable inputs Range of inputs RMB'000
B ASIRE
Hast fhE R ARG ASE #E HRATENTE ARBTT
Investment Income capitalisation  Estimated rental value
properties method (RMB per sg.m. and
per month) 2210 258 Decrease 7,501,600
Discount rate 3.5%-6.5% Decrease
REME WAERIE fhEtHeBE
(BRABTHRARE) 22258 #b
BhI & 35%-6.5% EL

138
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9.

REVENUE

Revenue, represents income from the sale of properties,

commercial management service income, property

management service income, property consulting service

income and rental income during the year, after deduction

of allowances for returns and discounts.

9.

A

WAREFADRHERS  BXE
R W - MR EIE RS M

WEFBARGRELESKE(EH

BARE TR EYST)

2019 2018

—E-hF —ZT-)N\F

RMB’'000 RMB'000

AR¥ T ARET T

Sale of properties MISEIEE 761,368 2,778,294
Commercial management [EEIREST e

service income 84,463 90,866

Property consulting service income W 8 R AR TS I 2 19,017 34,401

Property management service income %% 2 RG2S 22,874 40,045

Others Hih 25,422 39,817

Revenue from contracts with customers =4 #)Uk 25 913,144 2,983,423

Rental income He = 133,175 117,503

1,046,319 3,100,926

TMBIFR AR AR AR / 2019 F43R] 139
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9. REVENUE (Continued) 9. WA
Disaggregation of revenue from contracts with customers: REAHNEZ A
Property
management
Property and
2019 “E-hE development  investment Others Total
NxER
NRBR kRE Hits st
RMB'000 RMB'000 RMB'000 RMB'000
ARBTT AR¥TR ARBTR AR®T:R
Major products/service TEER/RH
Sale of properties MEHEE 761,368 - - 761,368
Commercial management service 5% & 12 i 7% - 84,463 - 84,463
Property consulting service ML AR - 19,017 - 19,017
Property management service NEEBRY - 22,874 - 22,874
Department store operationand B §E 44 & IR
providing consulting services EAMRE - - 25,422 25,422
761,368 126,354 25,422 913,144
Timing of revenue recognition WA BEKH
At a point in time IR 2 761,368 = = 761,368
Over time KR ] - 126,354 25,422 151,776
761,368 126,354 25,422 913,144

140

All revenue generated by the Group were derived from the

PRC.
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9. REVENUE (Continued) 9. WA &)
Property
management
Property and

2018 —T-N\EF development  investment Others Total
MEER

NEER k& Hith st

RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARBTT ARETT ARBTE

Major products/service TEER/ R
Sale of properties MEHE 2,778,294 - - 2,778,294
Commercial management BEEERBNE
service income - 90,866 - 90,866
Property consulting service mEFARB Y
income - 34,401 - 34,401
Property management service MEE R R e
income - 40,045 - 40,045
Department store operation and B §/E&% [ iR
providing consulting services RS - - 39,817 39,817
2,778,294 165,312 39,817 2,983,423
Timing of revenue recognition WK
At a point in time A B 2 2,778,294 - - 2,778,294
Over time & 5 [ - 165,312 39,817 205,129
2,778,294 165,312 39,817 2,983,423
All revenue generated by the Group were derived from the REBEZFTAEWALREHE -

PRC.
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9.

REVENUE (Continued)

Sales of properties

The Group develops and sells properties to the customers.
Sales of a contract are recognised when control of the
property has transferred, being 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.

Provision management and consulting service

The Group provides management and consulting service
to the customers. Management and consulting fee income

9.

WA ()

VIR E

AEBERIAZFHENE -4
KHERMENZEFIREERE (AFE
FEREEEXRMEZELERESL
RTEFTBRE - MRS B %A UEGRK
TRZBRBRENWIRE A] B WER(E)

R ERR ©

REEERBARE

AEEREPRHEEE ME AR -
EENAHAERENRMEE MK

is recognised when the management and consulting
service is rendered and there is no unfulfilled obligation

that could affect the customer’s acceptance of the service.

10. OTHER INCOME

10. Eflkz=

ARBHANRTEAGEETERP
B RGO RETEIRER -

2019 2018

—E-NEFE —T)\F

RMB'000 RMB'000

AR®BTR AR®BTT

Subsidy income G 17,942 27,614

Interest income T B E 4,074 5,233
Gain on disposal of items of property, HEWE - BE MREEE

plant and equipment Z A 315 1,362
Gain on disposal of properties for HEZERPHEEVE WA

sale under development 44,427 -

Others Hi 5,480 7,663

72,238 41,872

142 WUZHOU INTERNATIONAL HOLDINGS LIMITED / ANNUAL REPORT 2019



11. SEGMENT INFORMATION

The Group has three reportable segments as follows:

(@) the property development segment engages in the
development and sale of properties;

(b) the property management and investment segment
engages in providing commercial management
services, property management services, property
consulting services and investing in properties for
their rental income potential and/or for capital
appreciation; and

(c) the "others” segment engages in department store
operation and providing consulting services.

The Group's reportable segments are strategic business
units that offer different products and services. They are
managed separately because each business requires
different technology and marketing strategies.

The accounting policies of operating segment are the
same as those described in note 5 to the consolidated
financial statement.

Segment profits or losses do not include finance costs,
dividend income and share of results of associates and
joint venture. Segment assets do not include investments
at fair value through profit or loss and interests in
associates and a joint venture as these assets are managed
on a group basis.

The Group accounts for intersegment sales and transfers
as if the sales or transfers were to third parties, i.e. at
current market prices.

Notes to the Consolidated Financial Statements continued)
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For the year ended 31 December 2019 &#Z_FT—NF+-_A=+—HBILFE

. TEHER

REERBAT=E2 D0

(@ MEBRIBLESDEHRER
HE

b) MEEELRKEDBRERE
BIERS MEREERSE Y
EHBARS - ALY ERNHE
SWNEN R HEARIEENE
HRE &

(© [Hft|DMEEAEERLSE
R FA AR -

AEBEO A 28D SEETRE
an M AR 75 1) 2R H%Ii%i‘%ihf’ﬁ%ﬁ
BUBVEE RARSEHRZE
N RIE) RN = SHER B o

RED R G BUR AR S I 5 4
RMEES Pt & IR -

MEZTEEBERE - BEHK
s MEIEBE NI NABEARES
DWMEETBREEAFEFABR
BRELMRBERFA N —REER

J?I?%E%ﬁé?&%%lﬁ

] N P BL D

A 25
i

g

_}

AN ER B 75 0 B E 85 B N B R AR I 40
BRHEREBREDASE =) (ARR
R E) 1Fh 2 7 AR
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11. SEGMENT INFORMATION (Continued)

144

1. 7EREF ()

Information about reportable segments’ profit or loss, TMEHoLLriezs - BEELNEBESR
assets and liabilities: o
Property
management
Property and
development  investment Others Total
MEERE
MERRE kRE Hitt @t
RMB'000 RMB'000 RMB'000 RMB'000
ARETT AR%TT ARETT AR%®Trn
Year ended 31 December 2019 #HEZE-ZE—-hLEF
TZA=t+-HLEFE
Revenue from external customers R BANEEE ZUA 761,368 259,529 25,422 1,046,319
Segment loss D EbEE (710,139)  (1,902,251) (44,939)  (2,657,329)
Income tax credit/(expenses) FrERiER,/ (BX) (33,808) 452,718 (214) 418,696
Other material non-cashitems: ~ HMEAIEHRSER -
Additions to segment REDBIERBEE
non-current assets 1,403 471 177 2,051
Depreciation and amortisation  #78& K # 9,116 847 205 10,168
Change in fair value of RENMENTEZE
investment properties - (1,941,389 - (1,941,389)
At 31 December 2019 R-ZB-—h&E
T=ZA=t-H
Segment assets AEEE 8,758,755 5,393,875 230,057 14,382,687
Segment liabilities NEEE 17,401,657 1,277,017 330,552 19,009,226
Year ended 31 December 2018 #HZE-ZE—N\F
+ZB=t—-HILEE
Revenue from external customers KBS ZF Z WA 2,778,294 282,815 39,817 3,110,926
Segment loss DEER (1,733,643) (1,066,132) (49,840) (2,849,615)
Income tax expense FriEHRS (213,807) (1,676) 92,119) (307,602)
Other material non-cash items: HiWEAI B SER
Impairment of assets BERE (1,190,180) (133,448) (466,323)  (1,789,951)
Additions to segment REDHIERBEE
non-current assets 793 10 10 813
Depreciation and amortisation e R 8,229 847 468 9,544
Change in fair value of RENMENTER
investment properties - (877,235) - (877,235)
At 31 December 2018 R-E-N\F
t-A=+-H
Segment assets HEEE 9173626 781815 268883 17,260,663
Segment liabilities NEEE 18,058,477 1,285,420 325047 19,668,944
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11. SEGMENT INFORMATION (Continued) 1. 7 HER (&)

A2 MWA - Bz BENE

Reconciliations of reportable segment revenue, profit or

loss, assets and liabilities:

{82 H1hk

2019 2018
—E-hF —ZT-)N\F
RMB’'000 RMB’000
AR¥ T ARET T
Revenue PN
Total revenue of reportable segments  A] 2 #5362 8Ug A 1,046,319 3,100,926
Profit or loss |
Total loss of reportable segments AI2WmH B2 B8R (2,657,329) (2,849,615)
Finance costs BhE AR (694,881) (1,019,692)
Share of results of associates ey NG E (183,287) (62,619)
Loss before tax IR TR E R (3,535,497) (3,931,926)
2019 2018
—E-NEF —E—N\F
RMB’'000 RMB’000
ARET T AREFTT
Assets EE
Total assets of reportable segments AE2EMmNIPrB@EE 14,382,687 17,260,663
Corporate and unallocated assets TEREADEEEE 946,351 1,844,894
Consolidated total assets LEEEE 15,329,038 19,105,557
Liabilities =F
Total liabilities of reportable segments A 23D E 2B EE 19,009,226 19,668,944
Consolidated total liabilities TEEAE 19,009,226 19,668,944
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11. SEGMENT INFORMATION (Continued)

Geographical information

No geographical information is presented as the Group's
revenue from the external customers is derived solely from
its operation in Mainland China and no non-current assets
of the Group are located outside Mainland China.

No information about major customers is presented as no
sales to a single customer contributed to over 10% of the
Group's revenue for the years ended 31 December 2019
and 2018.

12. FINANCE COSTS

1. 7EREF ()

i

=P~ IN
oo

HRAKERAINEES 2 WAE
KEERPBERENEEABAR
SEYEIERBEELN P B AR
BN R 2 5 M E R o

HAWERE -—RFZHEMASE
BEHEZE-_ZT—hLhFERZFT—NF
+ZA=+—"BLFEKRAZR
10% - B |EINFTERFER -

12. BMERA

2019 2018

=B2-hEFE T)\F

RMB'000 RMB’000

AR®TRT ARKBTR

Interest expenses on borrowings &£ EF| 855 429,541 595,277

Interest expenses on senior notes 8% ZEF| B HI - 212,973
Interest expenses on convertible  AJH#AG Z IR B 552

notes 88,260 55,294

Interest expenses on corporate NAEFMERX

bonds 244,650 218,872

Interest on lease liabilities HEBEFNE 154 -

762,605 1,082,416

Less: Amount capitalised B EERNMEERE (67,724) (62,724)

694,881 1,019,692
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13. INCOME TAX 13. FrE®
2019 2018
—E-hF —T)N\F
RMB’000 RMB’'000
AR¥TRT ARETR
PRC Enterprise Income Tax REZHRHPEREH
for the year 6,705 131,294
PRC LAT AR L b (E AR 21,557 117,596
28,262 248,890
Deferred tax (note 38) IEFERT T (M5 38) (446,958) 58,712
(418,696) 307,602
No provision for Hong Kong Profits Tax has been made for HRAEERBEE_ZT-—NEF+Z
the year ended 31 December 2019 as the Group did not A=+—BLFEEBTETEES
generate any assessable profits arising in Hong Kong T ERBMABE (- N\F : &)
during that year (2018: Nil). S ERZ FER BB NEN G
e -
Tax charge on profits assessable elsewhere have been H i 3t 77 &) JERR A E R IEF < B2
calculated at the rates of tax prevailing in the countries in BEAEEEEMEBERNREE
which the Group operates, based on existing legislation, B 2EREMZZEERMIAT
interpretation and practices in respect thereof. BEFTHE o
Subsidiaries of the Group operating in Mainland China are 762 [ A H B R B A8 SR TS | B B
subject to PRC corporate income tax at a rate of 25%. N A 7R E 25% B B R S o B 1
ESJUREY
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13.

148

INCOME TAX (Continued)

According to the requirements of the Provisional
Regulations of the PRC on LAT effective from 1 January
1994, and the Detailed Implementation Rules on the
Provisional Regulations of the PRC on LAT effective from
27 January 1995, all income from the sale or transfer of
state-owned leasehold interest on land, buildings and their
attached facilities in Mainland China is subject to LAT at
progressive rates ranging from 30% to 60% of the
appreciation value except for those permitted otherwise
under the respective laws and regulations, with an
exemption provided for property sales of ordinary
residential properties if their appreciation values do not
exceed 20% of the sum of the total deductible items.

The Group has estimated and made tax provision for LAT
according to the requirements set forth in the relevant PRC
tax laws and regulations. The actual LAT liabilities are
subject to the determination by the tax authorities upon
completion of the property development projects and the
tax authorities might disagree with the basis on which the
provision for LAT is calculated.
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For the year ended 31 December 2019 #EHZEZ-Z

13.

Bt 75 R AR B A )

—NEFE+ZA=+—HLFE

INCOME TAX (Continued) 13. FiI8 i (&)
The reconciliation between the income tax and the loss FrEfi AR g E B A BIBR 0T -
before tax is as follows:
2019 2018
—E-NE Z=-N\F
RMB’'000 RMB'000
AR¥ T ARET T
Loss before tax BRACATE R (3,535,497) (3,931,926)
Notional tax on profit before tax B BDEE R R E AT
calculated at the PRC statutory rate FMHERZRTIE (883,874) (982,982)
Tax effect of non-deductible expenses 7~ A H1J8 5 Sz #) i 75 5 22 11,912 493,181
Tax effect of utilisation of previously A BERERT G ERE
unrecognised tax losses MR E (3,036) (2,019)
Tax effect of tax losses not recognised RIERMEE B METE 394,312 695,570
Profits and losses attributable to Bt N R E(HBES
associates 45,822 15,655
Provision for LAT - fth 3% {5 T B 21,557 117,596
Tax effect on LAT B IREHNHETE (5,389) (29,399)
Income tax for the year REFZHTER (418,696) 307,602
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14.

150

LOSS FOR THE YEAR 14. FREE
The Group's loss for the year is stated after charging the REBRNFANEELHBRIATZIE
following: RER:
2019 2018
ZB-hAF TN\ F
RMB’000 RMB'000
AR®TRT AR%TT
Auditor’s remuneration ZE AN 2 3,000 3,000
Cost of properties sold B EYEKA 663,985 2,157,815
Depreciation e 9,301 8,466
Amortisation of intangible assets B EESE 468 468
Amortisation of long-term deferred REEER S #8H
expenses 399 610
Impairment loss on various assets BEIBEENRERBRE
Impairment on goodwill EERE - 59,633
Impairment on prepayment, TENRIE - HE2 Rk
deposit and other receivables H ith fE Y SR IE R E - 743,641
Impairment on trade receivables 2 5 W IR E - 38,925
Impairment loss on properties FEMEREEE
held for sale = 470,818
Impairment loss on properties BRAPVEREBR
under development - 476,934
Foreign exchange differences MEHZ% 31,968 107,819
Loss on disposal of items of property, HEWE - HE K
plant and equipment RIEIEE 2 EE 956 1,524
Staff costs (including directors’ BINAN(BRESHM
remuneration — note 15): — BFFE15) -
Salaries, bonus and allowances e~ B4 NOEBL 81,144 138,060
Pension and social welfare BReRteEA 6,033 8,964
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For the year ended 31 December 2019 &#Z_FT—NF+-_A=+—HBILFE

15. DIRECTORS' AND FIVE HIGHEST PAID

INDIVIDUAL EMOLUMENTS

15. EER L BB EHA LT ZHEH

The emoluments of each Director were as follows: KREBEE7HMT -
Equity-
settled
share-
Salaries based  Pension
and other payment and social
Fees benefits expenses  welfare Total
BREEE
FeRk ROAR BHER
e HtER X HEEA -y
Note RMB’'000 RMB'000 RMB‘000 RMB'000 RMB'000
izt ARSTn AR%TR ARETR AR%STR AR%®TR
Executive Directors YITES
Mr. Shu Cecheng SFEW L 1 - 23 - 8 31
Mr. Shen Xiaowei TR L E 2 603 21 624
Mr. Zhu Yonggjiu RAKEREAE 2 473 9 482
Ms. Cai Qiaoling BBt 2 443 20 463
Mr. Zhou Chen El=Sia 4 1,305 = 1,305
Independent BYFYTES
Non-Executive Directors
Dr. Song Ming REE L 268 - - - 268
Prof. Shu Guoying EFE R HIR 134 = = = 134
Mr. Liu Chaodong PR E 2 268 - - - 268
Chief Executive and THABR
executive director BITEE
Mr. Shu Cewan FRALE 5 - 42 = 14 56
Total forthe yearended ~ EHE—Z—NF
31 December 2019 +=A=1+—8H
\FFE B 3,494 65 - 72 3,631
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15. DIRECTORS’ AND FIVE HIGHEST PAID 15. EERAEEBESFHA LT ZHH
INDIVIDUAL EMOLUMENTS (Continued) (&)

Equity-
settled
share-

Salaries based  Pension

and other  payment and social

Fees  benefits  expenses welfare Total

BRA&EE

ek BROMK EARER
e HfEf Fx  HEEH Mast
Notes RMB'000  RMB'000 RMB'000 RMB'000  RMB'000
iz ARETT ARBTT ARBTT ARBTT ARETE

Executive Directors HITES
Mr. Shu Cecheng FRWLE 1 - 389 - 18 407
Mr. Shen Xiaowei TEELE 2 155 - - 9 164
Mr. Zhu Yongaju KR 2 232 - - 19 257
Ms. Cai Qiaoling EORE L 2 218 - - 20 238
Mr. Zhou Chen El=Site 4 196 - - - 196
Non-executive director  F#HITES
Mr. Wang Wei TEEE 3 - - - - -
Independent BYEHTES

Non-Executive Directors
Dr. Song Ming REE L 273 - - - 273
Prof. Shu Guoying SFRAEHE 137 - - - 137
Mr. Liu Chaodong AR E 2 111 - - - 111
Mr. Zhou Chen El=Site 4 295 - - - 295
Chief Executive and THHERR

executive director YITES
Mr. Shu Cewan SFRNFE 5 - 42 - 15 57
Total forthe yearended ~ EHEZZ—/\F

31 December 2018 +=A=1+—8H

\FFE 5t 1617 431 - 81 2,129
Notes: 5T
1. Resigned on 19 June 2019 1. MoZE—HEXNA+ N BEE
2. Appointed on 7 August 2018 2. RZE—NFNALBEZRT
3. Resigned on 25 June 2018 3. N—EF— N\FNA -+ 7 HEE
4. Re-designated from an Independent Non-Executive Director to an 4. RZE—NFENA+LHHBILIFRNITE
Executive Director on 7 August 2018 ERTANTES

5. Resigned on 23 July 2020 5. ANZZE-TF LA+ =HET
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For the year ended 31 December 2019 &#Z_FT—NF+-_A=+—HBILFE

15. DIRECTORS’ AND FIVE HIGHEST PAID

INDIVIDUAL EMOLUMENTS (Continued)

The five highest paid employees during the year included
four (2018: four) directors, details of whose remuneration
are set out in information above. Details of the
remuneration of the remaining one (2018: one) non-
directors, highest paid employees for the year are as
follows:

15. EERABBREHFA LT 2EHMH

(#8)

rEERAREHEERENA(Z
T-N\F:WR)EF HFHMFB
EREX - AEEHTI-—R(ZF
—N\F: —R)FEFHESFHEEN
BT

2019 2018

—E-hEF —ET-N\F

RMB’'000 RMB'000

ARET T AREFTT

Salaries and other benefits e MEMMEF] 96 605
Performance-related bonuses ER 2 AE NN IEAT 4 -
Pension and social welfare BIRE ML EF S -
105 605

The number of non-directors, highest paid employees
whose remuneration fell within the following bands is as
follows:

FMNFTIAENFEERSH
BEAZIT

Number of employees

EEAH
2019 2018
ZB-hAEFE  —ZE)N\F
Emolument band: NEE -
HK$Nil-HK$1,000,000 T I7TE 1,000,000 47T 1 1

During the years ended 31 December 2019 and 2018, no
emoluments were paid by the Group to the five highest
paid individuals, including directors, as an inducement to
join the Group or as compensation for loss of office other
than those disclosed above. In addition, during the years
ended 31 December 2019 and 2018 , no directors waived
any emoluments.

HE-_Z-NEFER_Z—N\F+=
A=1+—HBLEFE BREXEEE
Sy AREBEBERAERSHTAL
(BEER)INEABE - fEA N
AREEHRB S BEERRE - it
I BEZFE-NFEFRZZE-NF
+ZA=+—HIEFE BEES
MEER S -
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16.

17.

154

DIVIDENDS

The Directors do not recommend the payment of any
dividend for the year ended 31 December 2019 (2018: Nil).

LOSS PER SHARE

Basic loss per share

The calculation of basic loss per share attributable to
owners of the Company is based on the loss for the year of
approximately RMB2,766,425,000 (2018: RMB4,215,744,000)
attributable to owners of the Company and the weighted
average number of 4,990,259,914 (2018: 4,990,259,914)
ordinary shares in issue during the year.

Diluted loss per share

The effects of all potential ordinary shares are anti-dilutive
for the year ended 31 December 2019 and 31 December
2018.
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For the year ended 31 December 2019 &#Z_FT—NF+-_A=+—HBILFE

18. PROPERTY, PLANT AND EQUIPMENT 18. Y% - BMERKRE

Plant and Motor Office
Buildings machinery vehicles equipment Total
BT BER#H HE PORE @it
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AREFT AREFTL ARETT AREFT AREFTL
Cost or valuation R 1E
At 1 January 2018 RZE-\E—A—H 217,347 773 66,399 43,499 328,018
Additions NE - - 470 343 813
Disposals HeE - - (1,246) (614) (1,860)
Disposals of subsidiaries HEHBAR (29,567) - (227) (7,812) (37,606)
At 31 December2018and  RZE-\E+-A=1—8
1 January 2019 k=E-NE-A-H 187,780 773 65,396 35,416 289,365
Additions NE - 89 - 1,962 2,051
Disposals HeE = = = (1,026) (1,026)
At 31 December 2019 RZE-NF+-A=+—H 187,780 862 65,396 36,352 290,390
Accumulated depreciation  ZiHTEREE
and impairment
At 1 January 2018 R=Z-\F-A—H 64,654 488 59,280 38,336 162,758
Charge for the year FRREY 5710 107 1,494 1,155 8,466
Disposals k3 - - (1,09) (602) (1,698)
Disposals of subsidiaries HERBAR (21,757) - (63) (5,426) (27,246)
At 31 December 2018 and RZE-N\E+=-A=1—-H
1 January 2019 k=E-NE-A-H 48,607 595 59,615 33,463 142,280
Charge for the year FREY 7,040 102 1,216 943 9,301
Disposals HE - - = (385) (385)
At 31 December 2019 RZE-NFTZA=T—AH 55,647 697 60,831 34,021 151,196
Carrying amount REE
At 31 December 2019 RZE-NE+ZA=1—H 132,133 165 4,565 2,331 139,194
At 31 December 2018 W_E-\E+-A=1+-H 139173 178 5,781 1,953 147,085

AREBEBAETMAEASARE
92,189,000 L(ZE—N\F : AR®
98,314,0007T) 2 W% - WE k&iE
INBEFTER — BB &R HEER -

Pledged property, plant and equipment with an
aggregate carrying amount of RMB92,189,000 (2018:
RMB98,314,000) to secure general facilities granted to the
Group.
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For the year ended 31 December 2019 &Z_FT—NF+_A=+—HBILFE

19. INVESTMENT PROPERTIES

156

19. REYHE

Under
Completed  construction Total
ERIYE ERIR ®st
RMB'000 RMB'000 RMB'000
ARETTT ARETTT ARETT
Carrying amount at R-_ZE—\F$—H—H
1 January 2018 ZEREE 8,339,152 1,135,847 9,474,999
Transferred from investment HEEEREYE
properties under construction 75,622 (75,622) -
Transferred to properties HEFEYE
held for sale (49,727) - (49,727)
Transferred to cost of EEEEMEXR
properties sold (1,512) - (1,512)
Disposals of subsidiaries HEH B A A (109,900) (935,025) (1,044,925)
Change in fair value of REMENTEED
investment properties (878,135) 900 (877,235)
Carrying amount at RZZE—-N\F+_A
31 December 2018 and —t+—HKEZZE—hEF
1 January 2019 —A—HZE@EE 7,375,500 126,100 7,501,600
Settlement of borrowing EEEE (363,368) = (363,368)
Transferred to properties ERIREYE
held for sale (86,291) - (86,291)
Transferred to cost of EEEEMENR
properties sold (66,752) - (66,752)
Change in fair value of BN B
investment properties (1,932,289) (2,100) (1,941,389)
Carrying amount at RZT—N%F
31 December 2019 +=—HA=+—H
ZEEEE 4,926,800 117,000 5,043,800

The Group's investment properties were revalued at 31
December 2019 and 2018 on an open market value basis
by reference to valuation performed by Savills Valuation an
independent firm of chartered surveyors. Valuations were
based on capitalisation of net income derived from the
existing tenancies with allowance for the reversionary
income potential of the properties. The investment
properties are leased to third parties under operating
leases.

AEENREMER-_FT-NLEFR
“E-N\F+ZA=FT—BERRQ
FmiE 2ZBYSHERTTSE
— K FE M EEETOEEET
B - AENDERUNERELEER
WaEH R R R HIRBBEYMEF
WaHEERL - REMERELS
MOHEETHE=07 -
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For the year ended 31 December 2019 &#Z_FT—NF+-_A=+—HBILFE

19. INVESTMENT PROPERTIES (Continued)

At 31 December 2019, certain of the Group's investment
properties with an aggregate carrying amount of
RMB2,579,704,000 (2018: RMB3,470,629,000) are pledged

to secure general facilities granted to the Group.

20. PREPAID LAND LEASE PAYMENTS

19. REME &)

RZFE—NFF+—_A=+—H &K
EERHARLAEAEAARE
2,579,704,000 (=2 —N\F : AR
% 3,470,629,00070) M&E TR EWME
INREFTER — BB EIRHEER -

20. AL HERKIE

2019 2018

ZB-AEFE  —EN\F

RMB’000 RMB’000

AR®T ARET T

At 1 January w—H—H 350,321 2,283,575

Transferred to properties under FANEZRRPME

development during the year (22,470) (960,207)
Disposal of prepaid land lease payments & 81 + b 8 = (972,347)
At 31 December Rt+t-_A=1+—8 327,851 350,321

The Group's prepaid land lease payment related to land
use rights are located in Mainland China.

At 31 December 2019 the carrying amount of prepaid land
lease payments pledged as security for the Group's
general facilities amounted to RMB256,184,000 (2018:

RMB266,359,000).

AREBELHFERERBNEMNL
W & FRIBLLRA  B AR -

RZZE—NF+-_A=+—H8" &
HIEBASEE — K& 2 ERNTE
NEBEERENEEREAARE
256,184,000 7L (= — \F : ARME
266,359,000 7T) °
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21.

158

INVESTMENTS IN A JOINT VENTURE

21. R—REEQRINKRE

2019 2018
—E-hFE —ZT-N\F
RMB’'000 RMB’000
AR¥ T ARETT
Unlisted investment: JELEMIRE -
Share of net assets DMEBEEFE 87,126 87,126

The contractual arrangement provides the Group with only
the joint control over Mt EERZEFR A A
("Hunan Hongxiong") and the rights to the net assets of
the joint venture. Under IFRS 11 this joint arrangement is
classified as a joint venture and has been included in the
consolidated financial statements using the equity method.

The following tables show information of joint ventures
that are material to the Group. These joint ventures are
accounted for in the consolidated financial statements
using the equity method. The summarised financial
information presented is based on the IFRS financial
statements of the joint ventures.

BRRHREARBEERZ AN
MAEENEREERAR([HE
D) M KRG RSB AR
BEFE - REBRMBHREER
FNG - HELELHIBREER
EIRIACIEY: 3207 S o= R ES
RARR -

TRINTHAAREEMEBEANZA
BRAZER  ZFRERANE
RARBENEEMBEHRERT ALK -
MBEMBENRESERANE
R BREENMBRRZS

Name NCIECE Hunan Hongxiong
2019 2018
—E-hF —ZT-)N\F
Principal place of business/ TEEEME
country of incorporation EalilnavaEiES PRC PRC
R a2
Principal activities FEHEE Property Property
development development
MEBR MEER
% of ownership interests/ NEBFTIEEHEBERER
voting rights held by the Group SEA DL 51%/50% 51%/50%

WUZHOU INTERNATIONAL HOLDINGS LIMITED / ANNUAL REPORT 2019



Notes to the Consolidated Financial Statements continued)

b e )

For the year ended 31 December 2019 &#Z_FT—NF+-_A=+—HBILFE

21. INVESTMENTS IN A JOINT VENTURE
(Continued)

21. RA—REELTNRE (&)

2019 2018
—EB-hE —ZT)N\F
RMB’'000 RMB’000
AREFT AREFTT
At 31 December: Rt+t=—A=+—8:
Non-current assets ETREEE 771 771
Current assets mENE E 356,554 356,554
Non-current liabilities EREaE (23,486) (23,486)
Current liabilities REAE (163,003) (163,003)
Net assets BEFE 170,836 170,836
Group's share of net assets REBDIHEEFE 87,126 87,126
Cash and cash equivalents included st ARBEEZIRE M
in current assets IREZEY 440 440

Hunan Hongxiong

o leapea
2019 2018
—E-NEF —T-N\F

Year ended 31 December: BE+=-A=+—HLEE:
Revenue WA = -

.

Loss and total comprehensive income [E518 K& & HE W s 4858 - -

AEBSEHE AN AARBY
A R #23,320,0000( — & — )\ F
AFR#£23,320,0007T) © EAERFAFE RS ©

The Group's share of contingent liabilities of Hunan
Hongxiong is approximately RMB23,320,000 (2018:
RMB23,320,000) in related to litigations.

As at 31 December 2019 and 2018, no capital
commitments were shared by the Group.

RZE—NER_ZT—N\F+=A
=+—8B ' AEEBEDIHERE

E o

=
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For the year ended 31 December 2019 &Z_FT—NF+_A=+—HBILFE

22. INVESTMENTS IN ASSOCIATES

22. REMEDRINVRE

2019 2018
—E-hF —ZT)N\F
RMB’000 RMB’000

AR®TRT AR%®TRT

Unlisted investments: JELETRE -
Share of net assets MEEBEFE

135,784 319,071

The following table shows information of associates that
are material to the Group. These associates are accounted
for in the consolidated financial statements using the
equity method. The summarised financial information
presented is based on the IFRS financial statements of the

TRIREAREE S BEKR 2B
LRBIZER ZEBEQBINE
AREENEEMBEHRRP ALK -
MBERBERER E R AHE
FREAF RS E R AR 25 o

associates.
Principal place of % of ownership interests/
business/country Paid-in capital voting rights held
Name of incorporation RMB'000 by the Group  Principal activities
ITEERE/ BHER RREAEARE
NEER EMRLER ARMTR  EER/REEASL IEER
Wuxi Bonan Property Co., Ltd PRC 135,000 2000%  Property development
EHMEEEXBRAA G NRER
Wauxi Longan Property Co., Ltd. PRC 50,000 2500%  Property development
ESMETAERERERAR e ES
Wuxi Wuzhou Xiangjiang Housing Co., Ltd. PRC 10,000 49.00%  Property management
BT INEIREERAA TE NEER
Dali Wuzhou International Commercial City Co., Ltd. PRC 20,000 38.50%  Property development
RERNEREENERAR k! NRER
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23. LEASES AND RIGHT-OF-USE ASSETS 23. HERFRAREE
Disclosures of lease-related items: MERBEERENT :
2019
—E-hF
RMB’000
AR®T T
At 31 December: R+—A=+—8":
Right-of-use assets EREEE
— Buildings —EF 2,212
2,212
The maturity analysis, based on AEBHEAGBIKRAMIRRESREN
undiscounted cash flows, of the FIEE ST
Group's lease liabilities is as follows:
Within one year —F R 1,666
In the second year REE—F 694
2,360
Year ended 31 December: BE+T-_A=1T—HILFE:
Depreciation charge of right-of-use assets FREESETEER
— Buildings — EF 1,540
Interest on lease liabilities HEAENE 154
Total cash outflow for leases HERS ML ERE 1,643
The Group leases various buildings. Lease agreements are AEEHESTEF HEHER
typically made for fixed periods of 1 to 3 years. Lease HARR — MR EE A1 2 3F - HHHER(E
terms are negotiated on an individual basis and contain a PIEERER - S5 ETRAIER
wide range of different terms and conditions. The lease A& - HE Fhad T TR 25 -
agreements do not impose any covenants and the leased BHEEEETSBEEIUEME -

assets may not be used as security for borrowing purposes.
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For the year ended 31 December 2019 &Z_FT—NF+_A=+—HBILFE

23. LEASES AND RIGHT-OF-USE ASSETS (Continued)

23. HEREREEE (&)

Present value

Lease of lease
payments payments
HEMR HEEMNFERE
2019 2018
—E-hF ZZ=—)N\F
RMB'000 RMB’000
AR®T R ARBTT
Within one year —F R 1,666 1,579
In the second year RE_F 694 684
2,360 2,263
Future finance charges KRB E A (97)
Present value of lease obligations MHEAEIRE 2,263 2,263
Less: Amount due for settlement B 1218 A AR BRE E R R EE
within 12 months (shown under (RmEhamsE)
current liabilities) (1,579)
Non-current portion FEBNEREL 9 684

24,

INVESTMENTS AT FAIR VALUE THROUGH 24. BAFEFABRZZRE
PROFIT OR LOSS
2019 2018
—E-hAE —ZT—N\F
RMB’'000 RMB’000
AREF T AREFTT
Unlisted equity securities IE F TR AR E A 14,626 11,626
Trust fund investments, at fair value ZEESKE BATE 708,815 1,427,071
723,441 1,438,697
Analysed as: DR
Current assets mENE E 708,815 1,427,071
Non-current assets FERBEE 14,626 11,626
723,441 1,438,697

162
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For the year ended 31 December 2019 &#Z_FT—NF+-_A=+—HBILFE

25. PROPERTIES FOR SALE UNDER DEVELOPMENT 25. R P 3EW

2019 2018
—E-hFE —ZE)N\F
RMB'000 RMB‘000
AR®T R ARET T
At 1 January w—HA—H 2,510,955 3,215,751
Additions NE 181,484 3,002,312
Transferred from prepaid EEFEN LR EHIE
land lease payments 22,470 960,907
Disposal of subsidiaries HEME AR - (283,431)
Disposal & (241,592)
Transferred to properties held for sale R FEYE (384,878) (3,907,650)
Impairment loss recognised B R R B E 1 = (476,934)
At 31 December R+=—A=+—H 2,088,439 2,510,955

At 31 December 2019, the Group's certain properties
under development amounted to RMB1,428,428,000 (2018:
RMB1,720,169,000) were pledged to secure general
facilities granted to the Group, and items of
RMB353,742,000 (2018: RMB179,027,000) were frozen for a
lawsuit in which a subsidiary of the Group is currently a
defendant.

RZZE—NF+—_A=+—"H =&
E B AR 1,428,428,000 7T (=
=—\F: AR¥1,720,169,000 7T )
CETHERERYENERKAEBFA
ERA—BmENANNAREEN B
NARABEENFLAMEREARK
353,742,000 L (ZZE— N\F : AR¥E
179,027,000 70) KIEE °

The movements in provision for impairment are as follows: S EREEZEHMT
2019 2018
“EB-AEFE —ZEN\F
RMB’000 RMB000
AR®BTRT ARKBTET
At 1 January n—H—H 487,091 10,157
Impairment loss recognised EHERREERE - 476,934
At 31 December R+=—A=+—H 487,091 487,091
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26. PROPERTIES HELD FOR SALE 26. SEWE

2019 2018
—E-AEFE —T)\F
RMB’000 RMB'000
AR¥TRT ARETT
At 1 January Rn—H—H 4,235,808 3,490,315

Transferred from properties for ERERTEHFEME
sale under development 384,878 3,907,650
Disposal of subsidiaries HEHE QR - (584,763)
Transferred from investment properties EEEYE 86,291 49,727
Transferred to cost of properties sold EEEEMEXR (597,233) (2,156,303)
Impairment loss recognised EHERIREREE - (470,818)
At 31 December R+-_A=+—H 4,109,744 4,235,808

At 31 December 2019, the Group's certain properties
held for sale amounted to RMB1,514,865,000 (2018:
RMB1,550,793,000) were pledged to secure general
facilities granted to the Group.

R-_E—NAF+-_A=+—H &
E B AR 1,514,865,000 7T (=
=—N\F: AR¥1,550,793,0007T)
CETHREVWEUNAREEFMER
—RERE R HIE(R o

The movements in provision for impairment are as follows: BEREBEEZESHNAT
2019 2018
—e-nE —F)\&
RMB’000 RMB'000
ARBTR AR®ETE
At 1 January n—HA—H 595,693 124,875
Impairment loss recognised EHERREE R - 470,818
At 31 December R+—A=+—H 595,693 595,693
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27. TRADE RECEIVABLES 27. ESERRIE

2019 2018

—E-hF —ZT)N\F

RMB’000 RMB’000

ARET R ARETIT

Trade receivables g 5 EWEIE 126,675 127,352
Less: impairment losses B OREEE (38,925) (38,925)
87,750 88,427

Trade receivables represent rentals receivable from
tenants, sales income and service income receivables from
customers which are payable on presentation of invoices
or in accordance with the terms of the related sales and
purchase agreements. The credit period is generally three
months. The Group seeks to maintain strict control over its
outstanding receivables and has a credit control
department to minimise credit risk. Overdue balances are
reviewed regularly by management. In view of the
aforementioned and the fact that the Group's trade
receivables relate to a large number of diversified
customers, there is no significant concentration of credit
risk.

Trade receivables are unsecured and non-interest-bearing.
The carrying amounts of trade receivables approximate to
their fair values.

The following is an aging analysis of trade receivables, net
of allowance for doubtful debts, presented based on the
invoice date at the end of the year:

BHRUFAREERKEFES - #
Slas MEREP REKE - AR
FARRENREHEBEEBEHHGK
%}’HZH EEHMBER=MA- ZVK
R 1B B0 BRAS BE AR UK [B] g W sk TR
WRBEEEERFIAE EIWEETE
SRk - EIEEE MR Bl o
%EALY%@&ZE%ZE%EEH&
RERRETEAEEFPAR X
ﬁiéﬁ%ﬂmégﬁwﬁ °

B RYSARERRETTE
HERE(ER A FEREE

ATRRAFERZEZBHZS
BB 5 U IR (E MR REREE)
M RRER AT -

2019 2018

—E-hEF —E—N\F

RMB’'000 RMB'000

ARET T ARETT

0 to 90 days 0290k 11,261 29,235
91 to 180 days 91 £ 180K 10,843 16,599
181 to 365 days 181 £ 365K 5,262 957
11to 2 years 12249 60,384 41,636
87,750 88,427
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27.

166

TRADE RECEIVABLES (Continued)

The Group applies the simplified approach under IFRS 9 to
provide for expected credit losses using the lifetime
expected loss provision for all trade receivables. To
measure the expected credit losses, trade receivables have
been grouped based on shared credit risk characteristics
and the days past due. The expected credit losses also
incorporate forward looking information.

27. E 5 BWIE (5)

7N £% [ 78 P B R B 7% s e 2R RIS 9 51
BT S ARG B SRR
HERTFENBERERBRENER
HEEER - RITERMEEES
BHRBFHECRELAZEERR
FEBMBMABENE - BHREES
BITBERELEER -

Over Over
Over1day 181 days 1 year
less than less than less than
Current 180 days 1 year 2 years Total
1XE84 181REL  15ED
B8 R180K iy :3 R2E st
At 31 December 2019 R-B-h%
t-A=+-H
Weighted average MELSESERR
expected loss rate 0% 0% 0% 39%
Receivable amount (RMB'000) fEM &% (AR T L) 11,261 10,843 5,262 99,309 126,675
Loss allowance (RMB'000) BEEEARETT) - - - (38,925) (38,925)
At 31 December 2018 RZB-N\E
+-A=1+-H
Weighted average MELESERR
expected loss rate 0% 0% 48% 0%
Receivable amount (RMB'000) fEM &% (ARKF L) 29,235 16,599 81,518 - 127,352
Loss allowance (RMB'000) BREB(ARETT) - - (38,925) - (38,925)

Trade receivables that were neither past due nor impaired
relate to a large number of diversified customers for whom
there was no recent history of default.

Trade receivables that were past due but not impaired
relate to a number of independent customers that have a
good track record. Based on past experience, the directors
of the Company are of the opinion that no provision for
impairment is necessary in respect of these balances as
there has not been a significant change in credit quality
and the balances are still considered fully recoverable.
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28. PREPAYMENTS, DEPOSITS AND OTHER

28. ENRIE RERHE BB

RECEIVABLES bic|
2019 2018
—E-hEF —E-N\F
Note RMB’'000 RMB'000
Liks3 ARBTT ARBTT
Prepayments for acquisition of Y - sf F#& [
land use rights and BERAZ
construction costs BRI FOE 205,471 215,471
Taxes recoverable A Y [0 738 154,755 160,182
Amount due from JEM HE R A
disposal company I8 458,579 458,579
Deposits and other receivables & & & HAth FEULFRIE 1 1,341,622 1,057,469
2,160,427 1,891,701
Note 1: i

As at 31 December 2019, included in the balance mainly are consideration
receivables from disposal of subsidiaries and the consideration
receivables from disposal of properties for sale under development
approximately of RMB300,000,000.

As at 31 December 2018, included in the balance mainly are consideration
receivables from disposal of subsidiaries.

RZZB-NFF+ZA=+—8 " T A&HH
REETEREUWHENE QR ZRERER
HERRTFHEVEZRENDARE
300,000,000 7T ©

RZZE-NF+ZA=+—8 " sTAGHH
HRETERERLERBRRZRE -
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29.

168

PLEDGED BANK DEPOSIT, RESTRICTED
BANK BALANCES AND BANK AND CASH
BALANCES

The Group's pledged bank deposits were pledged to bank
to secure banking facilities granted to the Group
amounted to RMB14,429,000 (2018: RMB26,924,000).
Pledged bank deposits were pledged for issuance of bank
acceptance notes amounted to RMB500,000 (2018:
RMB89,900,000). Pledged bank deposits were pledged for
a lawsuit as frozen assets amounted to RMB5,241,000
(2018: RMB4,415,000). Pledged bank deposits were
pledged for mortgage loans of purchasers amounted to
RMB29,520,000 (2018: RMB29,759,000).

At the end of reporting period, the restricted bank
balances of Group represent guarantee deposits for
construction of pre-sale properties denominated in RMB
placed in designated accounts pursuant to relevant
regulations in the PRC.

At the end of reporting period, most of the bank and cash
balances of Group were denominated in RMB. Conversion
of RMB into foreign currencies is subject to the PRC’s
Foreign Exchange Control Regulations.
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29. CEBBITER - ZRHERT

FEBRURRITREE &R

AREBHEEIFRITFERD BT T
BRITUNERASBFMERMIRIT R
B ANRM14,429,00070 (ZF—)\4F -
AR ¥26,924,0007T) - EHEMIETT
GFHREERETRITARLEERE 2K
o EIReRE A A R 500,000 7T(=
=—N\F: AR¥89,900,0007T) °
BEEFRITERE AFRIERRE
EEEA HHE2EAARE
5241000 (=T —\F: AR¥
4,415,0007T) - EEFIRITFREME
BEFIRBERZER  KBSHE
AN R 29,520,000 ( —ZZF— )\ 4F :
AR 29,759,000 7T) °

RBERR AEEZZRFIRT
BRERBETEMEBEIAEZRES
MEREERP ARKARKEE
WREE -

RIBERR - AEBEKRMLORITR
Be@R INARESE - AR
S RINERE R E AR LME
SNEE IR IERPI) o
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30. TRADE AND BILLS PAYABLES

30. ESEARERENRE

2019 2018

—E-hF —ZT-)N\F

RMB’'000 RMB’000

AR¥ T ARET T

Trade payables Y5 ENIE 2,595,149 2,743,465
Bills payable AR 767 94,400
2,595,916 2,837,865

The aging of bills payable at the end of reporting period

falls within 1 year.

At 31 December 2019, bills payable were secured by bank

deposit of RMB500,000 (2018: RMB89,900,000).

An aging analysis of the trade payables at the end of the
reporting period, based on invoice dates, is as follows:

ENEERBRERRNEKER —F
W o

RZZE—NhF+—_A=+—H " &
N EE R ERTT1F 3 A R #500,000 7T
—ZF—)N\F : AR¥89,900,0007T)
YEH IR o

B 5N BN RS RS
252 REAT -

2019 2018

—B-hAEFE  ZZ-)N\F

RMB’000 RMB’'000

AR®T ARET T

Within 1 year 1FR 435,469 1,187,775
Over 1 year HBiE 1 2,159,680 1,555,690
2,595,149 2,743,465
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31. ACCRUALS AND OTHER PAYABLES

170

31. EErBERAREMENARKE

2019 2018

—E-hF —ZT)N\F

RMB’000 RMB’000

AR®T ARET T

Accruals EETEA 789,976 467,751

Advances from third parties E=F8% 1,315,072 1,128,200

Deposits related to construction EHins 144,253 205,591

Deposits related to sale of properties ¥ &R E 58,917 20,867

Maintenance funds HIEES 143,867 137,271

Others Hifb 75,485 59,535

Payroll and welfare payable JES TE& RERN 16,591 10,272
Rental collection on behalf of REE=ZFWEHEE

third parties 117,937 117,567

Rental deposits Heke 38,892 38,675

Taxes and surcharges FIE MM e 646,802 693,377

3,347,792 2,879,106

Other payables are unsecured, non-interest-bearing and
repayable on demand. The fair values of other payables at

the end of the reporting period approximated to their

corresponding carrying amounts.
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For the year ended 31 December 2019 &#Z_FT—NF+-_A=+—HBILFE

32. CONTRACT LIABILITIES 32. BHEE
Disclosures of revenue-related items: WAERETE B 5=
As at As at As at
31 December 31 December 1 January
2019 2018 2018
R-B-hF RZZT—N\F
+=A +=—A RZIZ—N\F
=+-—H =+—H —H—H
RMB’000 RMB’000 RMB’000
AR® T ARET T ARET T
Total contract liabilities BHAERESE 3,044,888 3,223,044 3,443,466

Transaction prices allocated ~ RAFRD AL E REMK
to performance obligations BHBENTEER

unsatisfied at end of AT FEERBBA

year and expected to be ZRFE

recognised as revenue in:

— 2019 ——T-hF - 622,393

— 2020 ——E-FF 728,212 728,212

— 2021 — T 895,939 895,939

— 2022 ——ZT-—F 1,422,025 1,422,025
3,046,176 3,668,569

Year ended 31 December

BE+T-A=t—BL=EE

2019 2018
“B-AEFE  —E)N\F
RMB’000 RMB'000

AR®BTRT ARBTET

Revenue recognised in the year that  REHFAELBEEZ
was included in contract liabilities FRFEZRUA
at beginning of year 761,369 2,778,294
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For the year ended 31 December 2019 &Z_FT—NF+_A=+—HBILFE

32. CONTRACT LIABILITIES (Continued) 32. EHNEEBEW®
Significant changes in contract liabilities during the year: FRELNBEZENES
2019 2018
—B-hE —Z-N\F
RMB’000 RMB'000

33.

172

AR®TRT ARBTET

Increase due to operations in the year £ A & 5E M 1 h1 583,212 3,331,305

Decrease due to disposals of

A& —KK B AT

a subsidiaries i - (773,433)
Transfer of contract liabilities HEEOAER
to revenue WA (761,368) (2,778,294)
A contract liability represents the Group’s obligation to ABEEBEEAEBRRNDEEAE
transfer products or services to a customer for which the mEEEERNBE YIRS ST o
Group has received consideration from the customer.
BORROWINGS 33. £&
2019 2018
—E-hF ZZT—)\F
RMB’000 RMB’000
AR¥T T ARET T
Bank loans — secured BB ITER 2,187,567 2,644,866
Other loans — secured ﬁﬁﬁﬁﬁﬁﬂgm 415,496 461,022
Trust financing — secured BRI ETHE 580,509 591,572
3,183,572 3,697,460
The borrowings are repayable BEENTIFHEER
as follows:
On demand or within one year BENRG—FRN 2,684,887 2,472,558
In the second year —F 76,561 592,400
In the third to fifth years, inclusive E=ZENF (BEEREMF) 422,124 399,842
After five years HFEE - 232,660
3,183,572 3,697,460
Less: Amount due for settlement T ZEAREEER Y
within 12 months (shown under FAERRBSEEET
current liabilities) HR) (2,684,887) (2,472,558)
Amount due for settlement + B A& EIHEE 2 5E
after 12 months 498,685 1,224,902
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33. BORROWINGS (Continued) 33. BE®)

The effective interest rates per annum at the end of the NEREEIR  BEREMEDT
reporting period were as follows:

2019 2018
—E-1E —E-N\%F
Effective Effective
interest interest
rate (%) Maturity rate (%) Maturity

BRFE (%) HEA  ERME% HHA

Current L

Bank loans — secured, RERBITER - 1.85-12.00 2020 1.85-12.00 2019
payable on demand BERKL —E-BE —T-hE
Other loans — secured BEBEMET 8.00-30.00 2020 8.00-9.00 2019
it g 322 —T-NF
Current portion of long term B FRHFTEHH  6.175-15.00 2020 6.75-15.00 2019
bank loan — secured ENHAEE S k- S 33 “T-NEF
Current portion of long term B AR BHE M &AW 8.00-12.50 2020 8.00-12.50 2019
other loan — secured ENEAER > g S 33 —E-NEF

Non-current FEENH
Bank loans — secured BHEMRITER 6.4-15.00 2021t02024  6.175-1500 2020 to 2024
“RC-§F e e
“EComE —TMEF
Trust financing — secured ~ BEFEERE 6.40-9.00 2021 to 2022 6.40-9.21 2020 to 2022
—BC-F% —E-TER
—EB-CF “E-CF
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33.

34.

174

BORROWINGS (Continued) 33. fRE (&)
The Group's bank and other borrowings are secured by AREFEIFTREMEET KT T
the pledges of the following assets with carrying values at BEEER HEEERREHR
the end of the reporting period as follows: HEREELLN T ¢
2019 2018
—E2-hFE —Z-N\F
RMB’000 RMB'000
ARBTRT ARBTT
Property, plant and equipment ME - MR NEE 92,189 98,314
Investment properties EYE 2,579,704 3,470,629
Prepaid land lease payments TN L HERIA 256,184 266,359
Properties for sale under development 25& R {FE W= 1,428,428 1,720,169
Properties held for sale FEYE 1,514,865 1,550,793
Pledged deposits BEFER 14,929 26,924
On top of the pledges mentioned above, the directors of R|EBR BRT EER - &K
Shu Brothers and close family members have guaranteed NBEEREFRBBAAEERS
certain of the Group's bank and other borrowings up to A R #2115,070,000( —Z & — N
RMB2,115,070,000 (2018: RMB2,544,926,000) as at the end F . ANR®2,544,926,00070) A T
of the reporting period. RITREAMEEREER -
CONVERTIBLE NOTES 34. KRR

On 26 September 2014 and 22 October 2014 (the “Issue
Date”), the Company issued respectively two tranches of
convertible notes (“Tranche 1" and “Tranche 2") maturing
on 30 September 2019 (the “Maturity Date”), in the
aggregate principal amount of USD50 million of each
tranche with an initial conversion price of HKD1.78 per
ordinary share of the Company. Pursuant to the indenture,
if the accumulated aggregate site area of new industrial
logistic projects invested by the Company and certain of
its subsidiaries on the day falling 18 months after the first
closing date is less than 600 mu, the initial conversion price
shall be deemed to be HKD1.49 subject to adjustment in
the manner provided in the indenture.
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For the year ended 31 December 2019 &#Z_FT—NF+-_A=+—HBILFE

34. CONVERTIBLE NOTES (Continued)

On 26 September 2014 and 22 October 2014 (the “Issue
Date”), the Company issued respectively two tranches of
convertible notes (“Tranche 1" and “Tranche 2") maturing
on 30 September 2019 (the “Maturity Date”), in the
aggregate principal amount of USD50 million of each
tranche with an initial conversion price of HKD1.78 per
ordinary share of the Company.

Pursuant to the indenture, if the accumulated aggregate
site area of new industrial logistic projects invested by the
Company and certain of its subsidiaries on the day falling
18 months after the first closing date is less than 600 mu,
the initial conversion price shall be deemed to be HKD1.49
subject to adjustment in the manner provided in the
indenture.

The coupon interest rate is 7% per annum, payable semi-
annually in arrears on 30 March and 30 September in each
year. The noteholders have the option to convert the
Tranche 1 and Tranche 2 to ordinary shares of the
Company at any time after the Issue Date to its maturity.

The holder of the convertible notes shall have the right to
require the Company to redeem all or some only of such
holder’s notes at any time on or after 30 September 2017
at its early redemption amount at such redemption date as
specified in the relevant notice of the relevant holder
together with interest accrued and unpaid to the
redemption date.

Unless previously redeemed, repaid, converted or
purchased and cancelled, the Company will redeem the
convertible notes at approximately 137.48% of its principal
amount on the Maturity Date.

34. THRARREE (&)

RZFE—MFAA=Z+AEZZE
—MmE+A=-+=-B([31785]) -
RARDRIBEITMHR T —NF
NA=+HUEHEA] IR
BEE(E—#] RIE-#t]) » K
CRBASHSOFEETL MUF
BEEAERAQRRLEREAR1.78E
5T o

REBERY  WARAREETHE
NRARENF TEYRER N R
IR B E A L B HE R 18
{8 A DR e00m - M H]E(ERRE
ROREFEOFET AMKRS1.49
7BTT °

RERFNERT%  SXFREF=
A=+BEAAZ=Z+THEXf - 2
FEABREENZETHREDH
R R R s — 5 — 4t
ERRAERK -

AMEREREARERERAR
ARZFE—tHFNAA=THHZR
EAREERERFEAGRAEMN
FriEfAmZEBEREH 2 REEL S
BERNEDH B B RAHE
BROZMRMAZFRHBEANEE °

BrIELAIIBER - B8 @ERNEE
FiEtE  ARARBREEHAEAS
BB 4 137.48% & [0 A] A A =4 o
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34.

176

CONVERTIBLE NOTES (Continued)

Since the conversion options embedded in the Tranche 1
and Tranche 2 don’t meet the definition of equity
instruments of the Company, Tranche 1 and Tranche 2, in
their entirety, are accounted for as financial liabilities and
are separated into the host debt component and
embedded derivative component. The embedded
derivatives are accounted for as financial liabilities at fair
value through profit or loss. The host debt component is
initially recognised as the excess of proceeds over the
amount initially recognised as the derivative component,
net of transaction costs allocated to the host debt
component, and are subsequently measured at amortised
cost.

For the year ended 31 December 2017, the holders
required the Company to redeem all of the convertible
notes (the “Settlement”). According to extension
agreements between the Group and the holders, the
Settlement has been extended by instalments from 26
September 2017 to 26 March 2018.

All convertible notes at 31 December 2019 and 2018 are
overdue.
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For the year ended 31 December 2019 &#Z_FT—NF+-_A=+—HBILFE

34. CONVERTIBLE NOTES (Continued) 34. AIARERE (8)
The proceeds received from the issue of the convertible BOBRBREREBRMSRIBEE D
loan notes have been split between the liability and AUTEBERITETI AR, :

derivative components as follows:

Tranche 1 Tranche 2 Total
£t FTit st
RMB’000 RMB'000 RMB'000
ARBTFT AREFTRT ARETET
Liability component at R_E—-\F—H—H
1 January 2018 MEEHD 296,248 299,773 596,021
Repayments BRI (89,832 (89,832) (179,664)
Interest charged MBS H 27,647 27,647 55,294
Interest payable FER R B (26,680) (26,680) (53,360)
Exchange realignment [E 5 g% 2,335 2,515 4,850
Liability component at RZTE—N\FE
31 December 2018 and +—A=+—8X
1 January 2019 —E-NF—H—H
HBEE D 209,718 213,423 423,141
Interest charged B H 44,130 44,130 88,260
Exchange realignment [E 5 %8 3,445 3,489 6,934
Liability component at RZTE—HE
31 December 2019 +=-—A=+—H
MBRIEED 257,293 261,042 518,335
Interest expenses on the Tranche 1 and Tranche 2 are B-HEBE_HONNEFAIRER
calculated using the effective interest method by applying MEEFHE TEEBHAFAD
the effective interest rates of 24% (2018: 13.1%) to the host BERFMER BUW(ZF — )\ F:
debt component. 13.1%) °
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35. SENIOR NOTES

178

The Group has following senior notes remain in issue at
the end of the reporting period:

On 26 September 2013, the Company issued senior
notes in an aggregate principal amount of
USD100,000,000 (the “2013 Notes”). The 2013 Notes
are listed on the Stock Exchange. The 2013 Notes
carry interest at the rate of 13.75% per annum,
payable semi-annually on 26 March and 26
September in arrears, and will mature on 26
September 2018, unless redeemed earlier. There is
no redemption price after the maturity date.

At any time and from time to time prior to 26
September 2016, the Company may redeem up to
35% of the aggregate principal amount of the 2013
Notes with proceeds from one or more sales of
certain kinds of its capital stock at a redemption price
of 113.75% of the principal amount of the 2013 Notes,
plus accrued and unpaid interest, if any, to (but not
including) the redemption date, subject to certain
conditions.

On 16 January 2014, the Company issued senior
notes in an aggregate principal amount of
USD100,000,000 (the “2014 Notes"). The additional
senior notes are listed on the Stock Exchange and the
Singapore Exchange Securities Trading Limited. The
2014 Notes have the same terms and conditions as
those of the 2013 Notes, save for the issue date and
purchase price.
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35. SENIOR NOTES (Continued) 35. BAERE (&)

() On 6 July 2015, the Company issued additional senior © RZE—RFLANB AR
notes in an aggregate principal amount of AN BITARASEER
USD100,000,000 (the “2015 Notes”). The additional 100,000,000 JT ) 18 & ZE &
senior notes are listed on the Stock Exchange and the ([ZFE—RHFERE] - EIME
Singapore Exchange Securities Trading Limited. The P E R B S BT N T I3 R
2015 Notes have the same terms and conditions as RGAERAR LT BRETT
those of the 2013 Notes, save for the issue date and HEREMEEEWN —ZE—RHF
purchase price. ZEEE T -=FEZEMKR

K AGFFAER]

The 2013 Notes, 2014 Notes and 2015 Notes recognised in RIEETBERARERN T —=
the consolidated statement of financial position were FEE .. —FEQFEEL -F
calculated as follows: —hERBEFEWT
2019 2018
ZB-AEFE  —ZEN\F
RMB'000 RMB’000
AR®T T ARET T
At 1 January wn—H—H 2,082,930 2,041,538
Exchange realignment FE H 528 24,930 95,330
Interest expenses FERY = 212,973
Coupon paid ERNEES - (130,664)
Interest payable JEAS B = (136,247)
At 31 December Rt+=—A=+—H 2,107,860 2,082,930
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36.

180

CORPORATE BONDS

On 19 August 2016, Wuxi Wuzhou Ornament City Co.,
Ltd., ("Wuxi Wuzhou Ornament City"”) an indirectly wholly-
owned subsidiary of the Company, issued a non-public
corporate bond of RMB500,000,000 for a term of three
years with an annual coupon rate of 6.90% (“the first
tranche Corporate Bonds”). At the end of the first and the
second year subsequent to the inception date, Wuxi
Wuzhou Ornament City as the issuer is entitled to adjust
interest rate and the holders of the first tranche Corporate
Bonds may at their options sell back the bonds to Wuxi
Wuzhou Ornament City in whole or in part at a price equal
to 100% of the principal amount of the bond plus accrued
and unpaid interest to the sold-back date.

On 19 September 2016, Wuxi Wuzhou Ornament City,
issued a non-public corporate bond of RMB1,500,000,000
for a term of three years with an annual coupon rate of
7.40% (“the second tranche Corporate Bonds”). At the end
of the second year subsequent to the inception date, Wuxi
Wuzhou Ornament City as the issuer is entitled to adjust
interest rate and the holders of the second tranche
Corporate Bonds may at their options sell back the bonds
to Wuxi Wuzhou Ornament City in whole or in part at a
price equal to 100% of the principal amount of the bond
plus accrued and unpaid interest to the sold-back date.

On 11 January 2017, Wuxi Wuzhou Ornament City, issued
a non-public corporate bond of RMB1,000,000,000 for a
term of three years with an annual coupon rate of 7.30%
(“the third tranche Corporate Bonds”). At the end of the
second year subsequent to the inception date, Wuxi
Wuzhou Ornament City as the issuer is entitled to adjust
interest rate and the holders of the third tranche Corporate
Bonds may at their options sell back the bonds to Wuxi
Wuzhou Ornament City in whole or in part at a price equal
to 100% of the principal amount of the bond plus accrued
and unpaid interest to the sold-back date.

WUZHOU INTERNATIONAL HOLDINGS LIMITED / ANNUAL REPORT 2019

36. AEIESH

RZZFE—RENATILE  ARF
BRI INGIE: 35 By
BIRAE ([ TNE R ) 31T
A B # 500,000,000 7T JE A B A B &
5 BH=F EETHE690%
(IE—#RrAESR] - BF KA
BE—FNE_FFEX EHIN
e (1ERZITA) BREFARRN X -
mME—#HRREHFEARNTER
RHEERESFALEI00% B NEE
E 0 AR E R B ER
M) 48 85 FOM S B & B 2 S s 5
&5 o

RZZE—RFLATAR  EHH
M % & 9 3% 17 A R 5 1,500,000,000
TR ARES RH=F %
M F AN K740% (1% A FE
1) - B AHIESE —FFK - &
HIMNESHR (ERBITA) BHEH
BRHZ . ME_HRRFESFHAA
PR BIREENESF NS FE 100%
e = E0OH HRETERS A
BHER  AEDIMEHRED
2EPH A ES

R-_E—+tF—A+—H0 &1
M 2 & 9k 2% 77 A R % 1,000,000,000
TEAARRIMES AH=F =&
HFEMEKIIN([E=HREE
%) c BFRBABHRE-_FFR &
HAMEEIN (IERZEITA) BER
BAER  MEZMAREEFEEA
AP IR AENEHF RS FE100%
FSMEZEE R A HEE R F
EHER  mESRNEMHEE R
E2EHRIHES °



Notes to the Consolidated Financial Statements continued)

REMBERRHME®

For the year ended 31 December 2019 &#Z_FT—NF+-_A=+—HBILFE

36. CORPORATE BONDS (Continued)

The first tranche Corporate Bonds, second tranche
Corporate Bonds and third tranche Corporate Bonds
recognised in the consolidated statement of financial
position were calculated as follows:

36. AEIEZ (E)

RIFEMBRARERNS —HQ

CIEEEZ N i /N
NEMESFFTHEAT

AES B

2019 2018

—E-hE —N\F

RMB’000 RMB’'000

AR®T AREFTT

At 1 January »w—HA—H 3,188,648 2,969,776
Repayment of principal EBELR: (32,288) -
Interest expenses FERY 244,650 218,872
At 31 December R+—-_A=+—8 3,401,010 3,188,648
Less: Current portion Bk BNERER > (3,401,010) (2,048,692)
Non-current portion JERNEAER 7> - 1,139,956
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37. SHARE-BASED PAYMENT TRANSACTIONS

182

a.

Pre-IPO share award scheme

Pursuant to the board resolution dated 30 September
2012, the Group established a pre-IPO share award
scheme (the “Share Award Scheme”). Under the
Share Award Scheme, the Shu Brothers, the
Controlling Shareholders and directors of the
Company, transferred 1% of the Company’s shares
(representing 34,221,619 shares, the “Awarded
Shares”) held by them through Boom Win to seven
employees of the Group. The share transfer was
completed on 12 October 2012. The objective of the
Share Award Scheme is to recognise the
contributions of certain employees of the Group and
providing incentives.

The Awarded Shares, subject to a vesting period, are
being held by the trust on behalf of the grantees. The
vesting period is five years, from the beginning of
each instalment, during which 24%, 24%, 24%, 14%
and 14% of the Award Shares granted to employee
will vest on each of the five anniversaries of the first
vesting date. The first vesting date is 1 January of the
year following the successful listing of the Company’s
shares on the Stock Exchange.

The fair value of the Awarded Shares granted under
the Share Award Scheme on 30 September 2012 was
RMB14,246,971, which was determined by Savills
Valuation, an independent firm of professionally
qualified valuers, using the income approach. The
significant input into the approach was estimated fair
value of shares at the grant date. The consideration
of the above 1% equity interest of the Company is
RMB8,411,805.
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37. SHARE-BASED PAYMENT TRANSACTIONS
(Continued)

(a)

(b)

Pre-IPO share award scheme (Continued)

The Awarded Shares are contingent at grant date and
are subject to the cancellation in the event of
resignation of the grantee; and the vesting conditions
of the shares successfully listed on the Stock
Exchange and satisfactory performance of such
employee based on his or her annual performance
appraisal. During the year ended 31 December 2019,
no expense is recognised in relation to the Awarded
Shares granted to certain employee of the Group
(2018: RMB nil).

Share option scheme

The Company operates a share option scheme (the
“Scheme”) for the purpose of providing incentives
and rewards to eligible participants who contribute to
the success of the Group’s operations. Eligible
participants of the Scheme include the Company’s
directors, including independent non-executive
directors, other employees of the Group, suppliers of
goods or services to the Group, customers of the
Group, the Company'’s shareholders, and any non-
controlling shareholder in the Company’s
subsidiaries.

The maximum number of unexercised share options
currently permitted to be granted under the Scheme
is an amount equivalent, upon their exercise, to 10%
of the shares of the Company in issue at any time.
The maximum number of shares issuable under share
options to each eligible participant in the Scheme
within any 12-month period is limited to 1% of the
shares of the Company in issue at any time. Any
further grant of share options in excess of this limit is
subject to shareholders’ approval in a general
meeting.

37. RONRRZ (&)

(a)

(b)
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37. SHARE-BASED PAYMENT TRANSACTIONS
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(Continued)

(b) Share option scheme (Continued)

Share options granted to a director, chief executive
or substantial shareholder of the Company, or to any
of their associates, are subject to approval in advance
by the independent non-executive directors. In
addition, any share options granted to a substantial
shareholder or an independent non-executive
director of the Company, or to any of their associates,
in excess of 0.1% of the shares of the Company in
issue at any time or with an aggregate value (based
on the price of the Company's shares at the date of
grant) in excess of HKD5 million, within any 12-month
period, are subject to shareholders’ approval in
advance in a general meeting.

Pursuant to the board resolution dated 24 September
2013, the Company has granted share options under
the Scheme adopted on 27 May 2013 to certain
directors (including independent non-executive
directors) and the employees of the Company and its
subsidiaries (the “Grantees”) which, subject to the
acceptance of the share options by the Grantees, will
enable the Grantees to subscribe for an aggregate of
93,119,611 new shares of USD0.01 each (the “Shares”)
in the share capital of the Company, representing
approximately 2% of the issued share capital of the
Company.

The grant of share options to each of the above
directors and/or substantial shareholder and chief
financial officer of the Company has been approved
by the independent non-executive directors of the
Company. In addition, any share options granted to a
substantial shareholder or an independent non-
executive director of the Company are subject to
shareholders’ approval in advance in a general
meeting.
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Notes to the Consolidated Financial Statements continued)
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For the year ended 31 December 2019 &#Z_FT—NF+-_A=+—HBILFE

37. SHARE-BASED PAYMENT TRANSACTIONS
(Continued)

(b) Share option scheme (Continued)

The share options are exercisable during the

following periods:

U]

(ii)

(i)

up to 30% of the Share Options granted to each
Grantee at any time after the expiration of 12
months from the date of grant and ending on
the expiry date of the option period and after
the Grantee has satisfied the vesting conditions
specified by the Board;

up to 30% of the Share Options granted to each
Grantee at any time after the expiration of 24
months from the date of grant and ending on
the expiry date of the Option Period and after
the Grantee has satisfied the vesting conditions
specified by the Board; and

up to 40% of the share options granted to each
Grantee at any time after the expiration of 36
months from the date of grant and ending on
the expiry date of the option period and after
the Grantee has satisfied the vesting conditions
specified by the Board.

The exercise price of share options is HKD1.27 per

share, representing the highest of:

U]

(ii)

(iii)

the closing price of HKD1.27 per Share as stated
in the daily quotation sheets issued by the Stock
Exchange on the date of grant;

the average closing price of HKD1.256 per Share
as stated in the daily quotation sheets issued by
the Stock Exchange for the five business days
immediately preceding the date of grant; and

the nominal value of a Share.

37. RONRRZ (&)
(b) BREE (8
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e R R

For the year ended 31 December 2019 &Z_FT—NF+_A=+—HBILFE

37. SHARE-BASED PAYMENT TRANSACTIONS 37. REARRSZ (&)
(Continued)

(b) Share option scheme (Continued) (b) EBRAETEI(E)
Share options do not confer rights on the holders to ERETER THFE ABIRRK
dividends or to vote at shareholders’ meetings. BERBRAE HIRE 2T -
No share options were outstanding under the REBEZ-_ZT—ILFEER=_F—N
Scheme during the years ended 31 December 2019 FT+ZA=1T—BLFE " Z
and 2018. AFBIAT A E A RITEZ B
TE o
38. DEFERRED TAX 38. IEEHIEA
The following are the details deferred tax liabilities and NTRAEEERZELEHEASR
assets recognised by the Group. NEBEZFHIE -
Deferred tax assets BEEBIEEE
Losses
available for  Unrealised Accrued  Unrealised
offsetting revenue  Payroll and costs, subsidy  Allowance
against future  received in welfare LAT and income  for asset
taxable profit advance accrual - expenses received  impairment Total
pLsis fEstma 5L

ARERE  RAWEN  ERIE  LMEER A5 KENE

HRNER  AERKA RN REX  REKa & it
RMBOOD  RMBOOD  RMBOOO  RMBOOO  RMBOO0  RMBOO0  RMBOOD

ARRTT  ARMTL ARBTR ARBTR ARETR ARMTR ARETR

At 1 January 2018 RZE-\E-f-H 132,330 54,586 25 122,040 RYAVA 124% 354,159
— Charge to consolidated statement  — MG EFABER
of profit orloss (130,206) (54,302 (25) (88975) (32723 (12455) (318,680)
— Disposal of subsidiaries —HEHBAF (2124 (284) - (33,085) - - (35473)
At 31 December 2018, 1 January 2019, W=F-\E+ZA=+-H"
and 31 December 2019 ZE-NE-A-BR
ZT-NETZAET-R - - - - - - -
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For the year ended 31 December 2019 &#Z_FT—NF+-_A=+—HBILFE

38.

DEFERRED TAX (Continued)

38. IEFERLIR ()

Deferred tax liabilities EEHBEEE
Fair value
adjustment
arising from
Fair value equity
Fairvalue  adjustment investments at
adjustment  on respective fair value
arising from acquisition Gainon  through other
investment dates of business  comprehensive
properties  subsidiaries  combination income Total
BATE
HEAR FARH2E
RENEN WEAKERD £BA0 WEzRARE
ATERE  WATERER FMA  MATERR @t
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AEBTT  ARETR  ARETR  ARETR  ARETR
At 1 January 2018 RZE-\§-A-H 791,260 45,488 18,760 52 856,030
— Credit to consolidated statement of —HARABGR
profit or loss (219,533 (21,159 (18,760) (522) (259,974)
— Disposal of subsidiaries —HERBATF (124769) - - - (124.769)
At 31 December 2018 and 1 January 2019 H=E—-\#+-A=+—-HEk
—“E-hE-B-H 446,958 24,329 - - 471,287
— Credit to consolidated statement of — i AGABRR
profit or loss (446,958) - - - (446,958)
At 31 December 2019 RIE-NE+ZA=1-H - 24,329 - - 24,329
The following is the analysis of the deferred tax balances REETBRREME - BLEHRE
(after offset) for statement of consolidated financial e (RS 2T -
position purposes:
2019 2018
—E-hAEFE —T)N\F
RMB’000 RMB’000
AR®BTRT ARETT
Deferred tax liabilities BEMIBEE (24,329) (471,287)
(24,329) (471,287)
FMBIBRIZRBR AR /2019 FER 187
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For the year ended 31 December 2019 &Z_FT—NF+_A=+—HBILFE

38. DEFERRED TAX (Continued) 38. EERE (&)
At 31 December 2019 and 2018, no deferred tax liabilities N-_E—hEN_ZET—-—N\EFE+_-H
has been recognised for withholding taxes that would be =+—H SEXRETERRPEAX
payable on the unremitted earnings that are subject to BER I EB AR - BE AR RE
withholding taxes of the Group's subsidiaries, associate BN R ABMNTEMT A R E B & A
and joint ventures established in Mainland China. In the ERRTENRMERELEHRIEAE -
opinion of the directors, it is not probable that these EERA ZEWEBLA  BEQ
subsidiaries, associates and joint ventures will distribute AINEERAREANERRKAKA
such earnings in the foreseeable future. REENIRKZERA -
At the end of the reporting period the Group has unused RIMEBR REEBRABH 2
tax losses of approximately RMB4,715,930,000 (2018: THE B 4 A A R 4,715,930,000 7T
RMB3,303,524,000) available for offset against future —E—-)\F: ARH¥3,303,524,000
profits. No deferred tax asset has been recognised due to JC) Al B SHAR R FE - EERR
the unpredictability of future profit streams. Included in AR R 2 AR TERIME - B R
unrecognised tax losses are losses of approximately RELERIBEE - tPhBENCEMSE
RMB4,715,930,000 (2018: RMB3,303,524,000) in the PRC are BHME AERRBBESENT
available for offsetting against future profits that may be Z BB H AR ¥4,715,930,000 7T
carried forward for five years for PRC enterprise income tax —E—-)\F: ARH¥3,303,524,000
purpose. 7T) - FIREREARKAE - W R4
ERF o
39. SHARE CAPITAL 39. K&
Number of
shares RMB'000
B HE ARBFT
Authorised: ERE
Ordinary shares of USD0.10 each FREE0.10ER T FRR
At 1 January 2018, 31 December 2018, A\ _F-NF—-H—H"
1 January 2019 and —E-\Ft+ZA=1t—H"
31 December 2019 “E-NE-A-BK
“E-NEFF+ZA=1T—H 10,000,000,000 627,931
Issued and fully paid: ERTRAR
Ordinary shares of USDO0.10 each FREE0I10E L TR
At 1 January 2018, 31 December 2018, n-_E—-NE—H—H"
1 January 2019 and —E-\FtZA=1t—H"
31 December 2019 “E-NE-A-BK
“E-NFt-A=1+—H 4,990,259,914 313,354
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For the year ended 31 December 2019 &#Z_FT—NF+-_A=+—HBILFE

39. SHARE CAPITAL (Continued)

Capital management

The Group's primary objective when managing capital is to
safeguard the Group’s ability to continue as a going
concern, so that it can continue to provide returns for
shareholders and benefits for other stakeholders, by
pricing products and services commensurately with the
level of risk and by securing access to finance at a
reasonable cost. The Group's objectives when managing
capital are to safeguard the Group's ability to continue as
a going concern and to maximise the return to the
shareholders through the optimisation of the debt and
equity balance.

The Group manages its capital structure and makes
adjustments to it, in light of changes in economic
conditions. To maintain or adjust the capital structure, the
Group may adjust the payment of dividends, issue new
shares, buyback shares, raise new debts, redeem existing
debts or sell assets to reduce debts.

The Group monitors capital using a gearing ratio, which is
net debt divided by total capital plus net debt. The Group
includes, within net debt, interest-bearing bank and other
borrowings, senior notes, convertible notes, corporate
bonds, trade and bills payables, other payables and
accruals, advances from customers, less cash and cash
equivalents. Capital includes equity attributable to the
owners of the Company. The gearing ratios as at the end
of reporting periods were 126% (2018: 106%).

39. A& (18)

EXER

AEEEREATBEREREAE
BB SR BBEERRA
@K RRTE Y E fn S ARTS - A IR
BEKAEBISEE - (M mEs
AERREHOBY REBERRE
AT RN - NEBREEE AR
BERREAKREFELZNE
FMBBECER MR ERERR
Bl Z AL °

REBRB LB N E B EIE KT
B AEBEXEHABBRBIRMN - #
1Tt - BB ARtD - BN ERS -
BRRBEEHXHLEEENRDE
75 o

AEERAEBLRERERN B
B R IABE FEBRIAE RLEE M
EEFETE - B FEBENE
RITREMEE  BAEE - AR
BREE - RAlESH - BESHEMNRIE
NET R - EAtb R 5B MR
B -AREFPR - BREEEES
ZEM BEABIEARAESE AR
EHED BREHRNEBELERR
126% (ZZF—\F : 106%) °
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For the year ended 31 December 2019 &Z_FT—NF+_A=+—HBILFE

40. RESERVES 40. %%

a. The amounts of the Company's reserves and the a. ARINREFERBEFEZ
movements therein for the current and prior years are HESHEEREEH2NWT
presented below:

190

Share share
premium option Accumulated
account reserve loss Total
BRREE BREREG RitE#E #act
RMB’000 RMB’000 RMB'000 RMB’000
ARETT ARETT AR%®Tr ARETR
At 1 January 2018 R_ZE—-N\F—HA—H 1,299,010 - (1,511,018) (212,008)
Total comprehensive FREHERESE
loss for the year - - (1,161,243) (1,161,243)
At 31 December 2018 RZT—)\F
+-A=+—~H 1,299,010 - (2,672,261) (1,373,251)
At 1 January 2019 R-ZE—NF—A—H 1,299,010 - (2,672,261) (1,373,251)
Total comprehensive FREHEREHE
loss for the year - - (1,751,476) (1,751,476)
At 31 December 2019 RZE—NF
+ZA=+—H 1,299,010 - (4,423,737) (3,124,727)
(b) Nature and purpose of reserves of the Group (b) xEBEREZMERBW
(i) Statutory reserve funds iy ZERES
PRC laws and regulations require wholly-owned FREEEERBRE - IhE
foreign enterprises (“WOFE") to provide for the BEAX(TIHEBEE G

reserve funds by appropriating part of the net
profit, as determined under the PRC accounting
rules and regulations, before dividend
distribution. Each subsidiary which is a WOFE is
required to appropriate at least 10% of its net
profit after tax to the reserve fund until the
balance of this fund has reached 50% of its
registered capital. The reserve fund can only be
used, upon approval by the relevant authority,
to set off accumulated losses or increase capital.
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For the year ended 31 December 2019 &#Z_FT—NF+-_A=+—HBILFE

40. RESERVES (Continued)

(b) Nature and purpose of reserves of the Group
(Continued)

(i)

(i)

Statutory reserve funds (Continued)

Each of the non-foreign invested subsidiaries in
Mainland China is required to transfer 10% of its
net profit after tax, as determined under the PRC
accounting rules and regulations, to the
statutory surplus reserve until the reserve
balance reaches 50% of its registered capital.
The transfer to this reserve must be made before
the distribution of dividends to respective equity
owners. The statutory surplus reserve can be
used to set off accumulated losses or convert
into capital by the issue of new equity interests
to equity owners in proportion to their existing
equity holdings.

Share option reserve

The share option reserve comprises the fair
value of share options granted which are yet to
be exercised, as further explained in the
accounting policy for share-based payments in
note 4 to the financial statements. The amount
will either be transferred to the share premium
account when the related options are exercised,
or be transferred to retained profits should the
related options expire or be forfeited.

40. fi# s (80

b) "EBREZEERBE®N

(%)

(i)

(i)

TMBEFERBER DT /2019 FFH

EERES(E)

BB A IEIN IR E N
BAREZRPEEHHEL
NRTEEE  HE10%H
M FFHER=srR
B EEaESS
EEHFME RS0 [
ZREENERATER SR
R NRERIER ° /&
RGBT AERER
FrEESRBRRERES
ANBEEREORERE L
BB THAR SR B E A o

BRERAE

BREFEEECDELE
RITENBRERFE
A 70 B 75 ¥R 3} N "2 4 BT 8K
Z ARz &R ERR
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For the year ended 31 December 2019 &Z_FT—NF+_A=+—HBILFE

41. PARTLY-OWNED SUBSIDIARIES WITH 4. BEEARFERERZHFERE
MATERIAL NON-CONTROLLING INTERESTS g NG|
Details of the Group's subsidiary that has material non- HEEAETERESNARNEEKNB
controlling interests are set out below: NANFBWT
2019 2018

—E-NEF —E—N\F

Percentage of equity interests held EIERERRFTRZ

by non-controlling interests: B DL
Wuxi Longan mGEL 35.7% 35.7%
2019 2018
—B-AE ZZE-NF
RMB’'000 RMB’000
ARBTRT ARETT
Loss for the year allocated to DECEIFERERFEEIE
non-controlling interests:
Wuxi Longan EBHER (282,478) (39,516)
Accumulated balances of RiE HEFER RS
non-controlling interests ZETHEE
at the reporting dates:
Wuxi Longan mGER (62,908) 219,570
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For the year ended 31 December 2019 &#Z_FT—NF+-_A=+—HBILFE

41. PARTLY-OWNED SUBSIDIARIES WITH
MATERIAL NON-CONTROLLING INTERESTS
(Continued)

M. BEREAFERERZHEE
B~ F (48)

TRBS RN B ARSI BER
BE - FrRESEAREM AR

The following tables illustrate the summarised financial
information of the above subsidiary. The amounts

disclosed are before any inter-company eliminations: A% -
2019 2018
=E2-hEFE —ZT)\F
Wuxi Longan BHER RMB’000 RMB’000
AR®TRT AR%TT
Revenue A 11,543 10,870
Change in fair value of 15 & 2N FE &)
investment properties (754,911) (99,200)
Total expenses sz 48 %8 (53,089) (21,133)
Loss for the year FAEE (791,255) (110,689)
Current assets TENEE 44,210 33,467
Non-current assets IERBEE 378,240 1,245,045
Current liabilities E AN (365,946) (430,753)
Non-current liabilities FERBEE (232,717) (232,717)
Net cash flows used in KEFEMARESMEFE
operating activities (59,004) (84,512)
Net cash flows used in KREEHFARESREFE
investing activities (2,210) (4,781)
Net cash flows used in BEEBMABREeREFE
financing activities (29,371) (16,447)
Net decrease in cash and cash B ME2EBMRD FH
equivalents (90,585) (105,734)
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For the year ended 31 December 2019 &Z_FT—NF+_A=+—HBILFE

42. NOTES TO THE CONSOLIDATED STATEMENT 42. SRR ERERME
OF CASH FLOWS

a. Disposal of subsidiaries a. HEMEAT
Transferred of equity interest of certain subsidiaries EEEZTHE AR ZIRE
During the year, the Group has transferred of equity FR AEEERBIE=H
interest of certain subsidiaries to independent third #EETHB AR 2k &
parties, the details of the transfer as follows: EEFWT

Disposal subsidiaries Date of transfer

HE MR F] HEAH
RIEILMBEEYEEEBRAA 1June 2018 —ZF— \F /XA —H
HEMmAMNEREERZEBR AT 30May 2018 —Z— N\FHA=1+H
MmN BEEYEERER AR 1June 2018 —E— \F /N A—H
M hAMNEREEERBR AR 4 June 2018 — T — N\ F /X ANH
BNENERERELFR AT 4 June 2018 —ZF— \F /X AN H
RINEM R A RREBR AR 4 June 2018 = ZE— \F /X AMAH
BN TN EIPR I A R A A 20 September 2018 —ZE— \F LA =+H
AIARRERRAA 4June 2018 —Z— \F X AMA
memAREHERZERR AT 13June 2018 =ZF— \F XA+ =H
B EREEERARAA 17 May 2018 = — \FH A ++LH
ZN MBI TR IEE WA R A 11 May 2018 = — \FHA+—H
RERFERFEELERARAA 1June 2018 = ZE— \F /N A—H
EETAEINEREERERAR 2 January 2018 —Z— )\ —H—H
LETIMNBEREEERERAR 1June 2018 —ZE— \&FEXA—H
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For the year ended 31 December 2019 &#Z_FT—NF+-_A=+—HBILFE

42. NOTES TO THE CONSOLIDATED STATEMENT 42. £ B4 HRE XM (8)

OF CASH FLOWS (Continued)

a. Disposal of subsidiaries (Continued) a. HEKEBLT(E)
Deemed disposal of a subsidiary (Continued) RELE—HBLAT (E)
On 10 April 2018, KIEBRMBIREEMBR AR, a RZZE—-—N\FWOA+H AR
subsidiary of the Company had capital injections of Al — R B QT RIERIMNBIER
RMB31,950,000 from independent third parties, the BEHAERE AT BBYE=H
shareholdings of the subsidiary has been changed 1S TE AR 31,950,000
from 100% to 38.5%, the subsidiary became an 2B A B 2 5 A 100% &
associate of the Group. B E385% HZMBARIKA
REBH —KEE QR
Transferred
of equity
interest of Deemed
certain disposal of a
subsidiaries subsidiary Total
BEEETHE REHE—=R
DR Z B HE MBS A Bl et
2018 2018 2018
—E-N\F —T-N\F —E-)\F
RMB'000 RMB'000 RMB'000
ARBTT AREFTT ARETT
Net assets at the date of RHEHHZ
disposal were as follows: EEEWMT
Property, plant and mE - WE &
equipment B 5,324 5,036 10,360
Intangible assets EEEE 100 - 100
Long-term deferred RAERRIE
expenses 5 777 - 777
Deferred tax assets FIEFRIBE B 18,387 17,086 35,473
Investment cost & RN - 12,200 12,200
Investment properties REME 352,325 692,600 1,044,925
Prepaid land lease B EE
payments I8 603,057 369,290 972,347
Properties for sale under  BEEFFFEWE
development 283,431 - 283,431
Properties held for sale FEYE 117,988 466,775 584,763
Prepayments, deposits BRNFIE - B2k
and other receivables H b e s 616,414 123,688 740,102
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42. NOTES TO THE CONSOLIDATED STATEMENT 42. £ B4 HRE XM ()
OF CASH FLOWS (Continued)

196

a.

Disposal of subsidiaries (Continued) a. HEKBLT(E)
Deemed disposal of a subsidiary (Continued) RELE—HBLAT (E)
Transferred
of equity
interest of Deemed
certain disposal of a
subsidiaries subsidiary Total
HELZTHE RELHE—X
DRIZBRE MEA TR et
2018 2018 2018
—E-N\F ZE-N\F ZTN\F
RMB'000 RMB’000 RMB’000
ARETIT ARET T ARET T
Current tax assets BIHAR{ A& B 1,431 - 1,431
Trade receivables B 5 EIEIE 35,214 335 35,549
Bank and cash balances RIT RIS 585 177,029 38,116 215,145
Trade and bills payables 2 5 & FIE &
e =% (103,265) (203,676) (306,941)
Other payables and H b IR K&
accruals EstE R (950,893) (459,040) (1,409,933)
Contract liabilities BHEE (445,699) (327,734) (773,433)
Borrowings == (135,000) (30,000) (165,000)
Deferred tax liabilities EEFIBAE (40,127) (84,642) (124,769)
Net assets disposed of: HESREE - 536,493 620,034 1,156,527
Non-controlling interests  JEIZERfE (76,272) (36,338) (112,610)
460,221 583,696 1,043,917
Loss on disposal of HEMBAR
subsidiaries Z B8 (151,142) (273,412) (424,554)
Consideration/fair value of X8 BN 7
the associate ZANFE 309,079 310,284 619,363
Consideration receivables JEIRRE 305,079 - 305,079
Consideration received FREWRE
during the year 4,000 - 4,000
Bank and cash balances HERITRIRS
disposed of ek (177,029) (38,116) (215,145)
Net cash (outflow)/inflow HeEmEF RS
arising on disposal (G, mAER (173,029) (38,116) (211,145)
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42. NOTES TO THE CONSOLIDATED STATEMENT 42. ZE8BRERERMT (B)
OF CASH FLOWS (Continued)

(b) Changes in liabilities arising from financing (b) METEFELEAEEH
activities
The following table shows the Group's changes in TRYRAEBEXNFEES)
liabilities arising from financing activities during the FTELSaEE ) :
year:
Total liabilities
Lease Convertible Corporate  from financing
liabilities  Borrowings notes  Senior notes bonds activities
REEH
HEakE B8 TRREE BERE ARES BEAE
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETR ARETR ARET: ARETTL
At 1 January 2018 W=F-\5-A—-AH - 5,604,719 596,021 2,041,538 2,969,776 11,212,054
Changes in cash flows R £l - (704,492) (179,664) (130,664) - (1,014,820)
Non-cash changes FHLEY
— Settled by pledged deposits  — HEHFFHEE - (1,037,767) - - - (1,037,767)
— Disposal of subsidiaries —HERBAR - (165,000) - - - (165,000)
— Imputed interest expenses  — {EEF|BEY - 595,277 55,294 212,973 218,872 1,082,416
— Interest payable — ERFE - (595,277) (53,360) (136,247) - (784,884)
— Exchange differences —EHER - - 4,850 95,330 - 100,180
At 31 December 2018 and RZZ-N\&
1 January 2019 TZA=t-Ak
“Z-N%E-A-H - 3,697,460 423,141 2,082,930 3,188,648 9,392,179
Changes in cash flows RenmEsy (1,643) (150,520) - - (32,288) (184,451)
Non-cash changes FREEY
— Initial recognition — RRER 3,707 - - - - 3,707
— Settled by investment —mRENE
properties 8 - (363,368) . . - (363369)
— Imputed interest expenses  — {EEF| EFX 154 429,541 88,260 = 244,650 762,605
— Interest payable — TS = (429,541) = = = (429,541)
— Exchange differences —ERER 45 - 6,934 24,930 - 31,909
At 31 December 2019 RZF-NE
+-A=1-A 2,263 3,183,572 518,335 2,107,860 3,401,010 9,213,040
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For the year ended 31 December 2019 &Z_FT—NF+_A=+—HBILFE

43. SUMMARISED FINANCIAL POSITION OF THE

198

43. KT BARREE

COMPANY
2019 2018
—E-hF —E-N\F
RMB’'000 RMB'000
AREF T AREFTT
Current assets REBEE
Amounts due from subsidiaries NG E ] - 1,628,367
Other receivables H iU I8 11,354 11,354
Bank and cash balances WITRIRE &8 83 188
11,437 1,639,909
Current liabilities REBEE
Accruals and other payables FE+E B N E b fETFRIE 196,615 193,735
Senior notes B Eg 2,107,860 2,082,930
Convertible notes IR EE 518,335 423,141
2,822,810 2,699,806
Net current liabilities REBAEFEE (2,811,373) (1,059,897)
NET LIABILITIES EEFE (2,811,373) (1,059,897)
Capital and reserves MRS 15
Share capital f& 7 313,354 313,354
Reserves e (3,124,727) (1,373,251)
TOTAL EQUITY A (2,811,373) (1,059,897)
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For the year ended 31 December 2019 &#Z_FT—NF+-_A=+—HBILFE

44. CONTINGENT LIABILITIES

At the end of the reporting period, contingent liabilities
not provided for in the financial statements were as
follows:

44.

HREE

K&K WER I RRET IR
M ARBEIT

2019 2018
—e-nE T )F
RMB’'000 RMB’000
AR¥TR ARETTT
Share of the joint venture's contingent (k& & A BIHEFAEE
liabilities arising from litigations sk R B & 23,320 23,320
Guarantees given to banks in HEFAREEYEERER
connection with facilities granted to  [AIRTTE L AIHER
purchasers of the Group's properties 2,731,534 2,724,780
2,754,854 2,748,100

The Group provided guarantees in respect of mortgage
facilities granted by certain banks to the purchasers of the
Group's completed properties held for sale. Pursuant to
the terms of the guarantee arrangements, in case of
default on mortgage payments by the purchasers, the
Group is responsible for repaying the outstanding
mortgage loans together with any accrued interest and
penalty owed by the defaulted purchasers to banks. The
Group is then entitled to take over the legal titles of the
related properties. The Group's guarantee period
commences from the date of grant of the relevant
mortgage loan and ends after the execution of individual
purchaser’s collateral agreement.

The Group did not incur any material loss during the years
ended 31 December 2019 and 2018 in respect of the
guarantees provided for mortgage facilities granted to
purchasers of the Group’s completed properties held for
sale. The directors consider that in case of default on
payments, the net realisable value of the related properties
can cover the repayment of the outstanding mortgage
loans together with any accrued interest and penalty, and
therefore no provision has been made in connection with
the guarantees.

AEERETRITAANEEFED
RTIYEZERZRENRBERIR
HIER - RIBERZHER WE
R RILIBHIE - AEBAMIRT
BEBREZMRREERBER
R EAFERETIRK - AREHR
BRAMSHBAYVENAEEE - K
SENERISHEBRIBERRD
Z AFA £ @R E KT LB %
‘AL -

BE_ZT-NAFER-_ZT-N\F+=
A=Z+t—BLFE "EELE
HEFEERTIMECERERRE
ERmERNERELETWNERE
B BEEZRA WRRER  HEY
MR HRFERAEEREERED
BB\ E R ML ER A B R
PR b 3 S BLAE R AF A -
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For the year ended 31 December 2019 #EHZEZ-Z

45. LEASE COMMITMENTS

As lessor

The Group leases out its investment properties under
operating lease arrangements with leases negotiated from
terms ranging from 1 to 20 years. The terms of leases
generally require the tenants to pay security deposits and

—NE+ZA=+—HLEFE

45. ME IR
ERHAA

AEEREBEHEHEFHNF—Z
TR ERER

X -HEGTABRE
HiRe RIBEE R MR TEHAEME

B EY
KHEPZMHE

provide for periodic rent adjustments according to the & o
then prevailing market conditions.
At 31 December 2019, the Group had total future minimum R-_E—-NhEFE+_A=+—H K&
lease receivables under non-cancellable operating leases EBREHEEMRP I Z A B
with its tenants falling due as follows: A THER KRR FEMEE EIKRRIEB
RRZIHRIBERIT
2019 2018
—E-NEF —E-)\F
RMB'000 RMB’000
ARET T ARBTTT
Within one year —F R 224,654 325,723
In the second to fifth year inclusive FE_ZENF(BHEEEMF) 598,410 773,016
After five years AFELALE 566,911 646,008
1,389,975 1,744,747
As lessee ERAEMEA

The Group leases certain of its office properties under
operating lease arrangements, negotiated for terms of one
to three years with an option for renewal after the end of
lease terms, at which time all terms will be renegotiated.

R B
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Notes to the Consolidated Financial Statements continued)
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For the year ended 31 December 2019 &#Z_FT—NF+-_A=+—HBILFE

45.

46.

LEASE COMMITMENTS (Continued) 45. HEFE (&)

As lessee (Continued) EREABA(E)

At the end of the reporting period, the total future RIBEBR BEBBEETHAE
minimum lease payments under non-cancellable operating YRR REGEEE
leases in respect of certain office premises and machinery A EHEERBEEITNAT -

are analysed as follows:

2018
—T-N\F
RMB’000
ARBTTT
Within one year —FR 1,864
In the second to fifth year inclusive F_EFRF(PREEEMT) 2,105
3,969
CAPITAL COMMITMENTS 46. EXREIE
The Group's capital commitments at the end of the REBNHRERARNEREERT -
reporting period are as follows:
2019 2018
—E-NEFE Z=-N\F
RMB’000 RMB'000
AR¥TRT AREBTRT
Contracted but not provided for BRI AMEREE
— Properties under development — EERYE 2,991,151 3,013,556

2,991,151 3,013,556
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For the year ended 31 December 2019 &Z_FT—NF+_A=+—HBILFE

47. RELATED PARTY TRANSACTIONS 47. BHHE X5

[;%u/(—r/T (=) Hﬁ%#—&%/ﬁéﬁﬂJBﬁuiL
LRSI NEEF R EREE A

In addition to the transactions detailed elsewhere in these
consolidated financial statements, the Group had the

202

following balances with related parties during the year: REEROATTS ¢
2019 2018
—E-NEF —E—N\F
RMB’'000 RMB’000
AREF T AREFTT
Due from related company i e E N E G| 40,886 36,130
2019 2018
ZEB-AE  ZE)N\F
RMB’'000 RMB’000
AR¥ T ARET T
Rental income ez 4,128 8,125
2019 2018
—EB-hAEFE )N\ F
RMB’000 RMB’'000
AR®T T ARET T
Key management personnel FEEBEABHM
remuneration:
Short term employee benefits SCEHIEEREF 3,582 2,870
Pension scheme contributions RIKESFTEIHAR AT SR A
and social welfare 81 94
3,663 2,964
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For the year ended 31 December 2019 &#Z_FT—NF+-_A=+—HBILFE

48. EVENTS AFTER THE REPORTING PERIOD

On 30 March 2020, Wuxi Longxiang and Ningbo Huaye
Material Technology Company Limited* (28 2 Z 1k}t
FAMBRAA]) (“Ningbo Huaye”) entered into a debt
settlement agreement, pursuant to which Wuxi Longxiang
agreed to sell, and Ningbo Huaye agreed to acquire, the
Zhonghai Trust — Huayi Pure Bond No. 7 Collective Funds
Trust Scheme* (F/BEFE — FERMLETRE A E (7R
Zll) at a total consideration of RMB31.68 million. Please
refer to the Company's announcement dated 31 March
2020 for further details.

On 10 April 2020, Wuxi Zhongnan Properties Investment
Company Limited* (B#HFEEFIREBR QA (“Wuxi
Zhongnan”) and Ningbo Huaye and Ningbo Qichuang
Properties Company Limited* (ZEEEIE X ER A F)
(“Ningbo Qichuang”) entered into two debt settlement
agreements respectively, pursuant to which Wuxi
Zhongnan agreed to sell, and Ningbo Huaye and Ningbo
Qichuang agreed to acquire, certain interests in Zhonghai
Trust — Huayi Pure Bond No. 6 Collective Funds Trust
Scheme* (PR — EaMESRESERETE) at a
consideration of RMB12.1 million and RMB20 million
respectively. Please refer to the Company’s announcement
dated 16 April 2020 for further details.

On 4 August 2020, Wuxi Longxiang Investment Company
Limited* (&5 SR E BR A 7)) (the “Vendor”), each of
Zhengzhou Ruimaotong Supply Chain Company Limited*
(BN Im Bt fEE AR A R]) (the "Purchaser 1) and
Henan Yian Supply Chain Management Company Limited*
ORI LR EEEIEER A F) (the “Purchaser 2") entered
into the agreement of property sale and bonds
cancellation 1 and agreement of property sale and bonds
cancellation 2 respectively, pursuant to which the Vendor
agreed to sell, and the Purchaser 1 and Purchaser 2 agreed
to acquire a total of 52 commercial property units situated
on 5/F, Area A, Wuzhou Galaxy City and a total of 71
commercial property units situated on 4/F, Area C of
Wuzhou Galaxy City at a consideration of approximately
RMB43.74 million and approximately RMB20.22 million
respectively. For details, please refer to the announcement
of the Company dated 4 August 2020.

48. HEWREE

RZE-_TF=ZF=+H  BEHS
FFEEFEEMEEERAR(E
REZE DA EHRERE - Bt
EUESARELEMEREEXRE
BERERET —E5METRES
B8 BREAARE
BNBEETL - E—HFHIF BFRHE
AARHBEA-_ZT-_ZTHF=H
=t+t—HzZRE-

RZZE_ZFTFNA+H: EHFE
EFXREBRAA(&EGFE]) D
PlEEFEXREFMEIEXER
NE([EFRE]ET LMD EHE
Bz Bt BHPERELE
MEREERERBEIREEEH
BIET — ERAEHREEERE
FEEEIMAE THZ  RESAAA
RE121B8TRARE20B8ET
E—FHE B2HARFE A
ZEZTFMA+TARBZRE -

RZE-TFN\ANA @ EHHAE
HIREBRAR(ER]) H B EE
MimkBEtEEER AT (ES 1))
M tEEEREaR AR ([E
F2D) I ME R E REHTHE R ®
1EYEREREFFHEBE2 &
- BEFRAELEMEST1IRER2
REEERAMBAMARSENE
521E 7 A Y 2 B K FOMER AT C
RAEHAETEEBYMESMN -
RESBHOAREIZTAEE LK
MARMB202EE T #E—HF
B FLHEMAQRRBEHEA-_T-F
FNAMBZRAE -
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For the year ended 31 December 2019 &Z_FT—NF+_A=+—HBILFE

49. PARTICULARS OF PRINCIPAL SUBSIDIARIES
OF THE COMPANY

The table below lists the subsidiaries of the Company
which, in the opinion of the Directors, principally affected
the results for the year or formed a substantial portion of
the financial position of the Group. To give details of other
subsidiaries would, in the opinion of the Directors, result in
particulars of excessive length.

Particulars of the Company’s principal subsidiaries at the
end of the reporting period are as follows:

49. KR T EEM B D BINEFE

TRBINESRBRYAFEREAR
EBRRENAXNNE BT HINNE
MO 2 ARANBLRR - EFR
A RHEMNBAR ZFITSRE

RBEMA AATEENEALT
ZEIENT -

Place of

incorporation/ Percentage of the Company's
Name Notes  registration Issued/paid-up capital indirect ownership interest Principal activities

iR/
tH i BRtH BRf/MRRE  GRLIBREERERZESM IERE

2019 218
= N5

FADNEEEEERAT 1 HongKong HK$10,000 100.00% 100.00%  Investment holding
Hong Kong Wuzhou International Group Limited
EEDAEREEARAA 1 EA 100007 100.00% 10000%  RERRK
ESTEERRARRAD 3 ThePRC RMB36,614,000 100.00% 10000%  Property development
{"Wuxi Zhongnan Property Investment Co,, Ltd.")
ERTEERRARRAA 3 #E AR 366140007 100.00% 10000% HEER
ERRMERRSIARAA 2 ThePRC RMB100,000,000 100.00% 100.00%  Property development
("Wuxi Wuzhou International Ornament and property investment
City Co, Ltd.")
ESTNRRESIARLA 2 HE AR%100,000,0007C 100.00% 10000% DEERRAFHRE
BT ER A NE AL ERERAA 2 ThePRC RMB?,000,000 64.30% 6430%  Property management
("Wuxi Chonganxincheng Longan Commercial
Property Management Co,, Ltd."
("Wuxi Longan")
BN R T ER AR NF AR ERARDA 2 8 AEH1,0000007 64.30% A% MEEE
([&5E%))
EATRERERRAA 3 ThePRC RMB20,000,000 62.00% 6200%  Property development
("Wuxi Longxiang Investment Co,, Ltd.")
EAmRERRARRAA 3 9H AR 200000007 62.00% 6200% MERR
BERNERREERAT 3 ThePRC RMBB0,000,000 51.00% 5100%  Property development
"Nantong Wuzhou International Investment
Co, Ltd.")
EROAERRARRAA 3 fE ARH80,000,0007 51.00% S00%  NEER
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For the year ended 31 December 2019 &#Z_FT—NF+-_A=+—HBILFE

49. PARTICULARS OF PRINCIPAL SUBSIDIARIES 49, KA ST EHE A Al fy 15

OF THE COMPANY (Continued) (&)
Place of
incorporation/ Percentage of the Company's
Name Notes  registration Issued/paid-up capital indirect ownership interest Principal activities
iR/
tR i BRns BR/BRRE  GADABBEARREZAMM ELE3
2019 2018
8-1F EN\E
EETREER MRS EHHARAA 3 ThePRC RMB&0,000,000 94.00% 9400%  Property development

"Chongging Rongchang Wuzhou Hardware
Omament City Co,, Ltd.")

ERTREB NN RHHARAA 3 AR 6000000070 94.00% U0% MELE
ERTERTRRERRARLT 3 ThePRC RMB30,000,000 100.00% 10000%  Property development

("Wuxi Longteng Commercial Investment &
Development Co,, Ltd.")
BATEREFRARRARDA 3 fE ARH50,0000007 100.00% 0000%  NEHRE

EGRMERRENARRA 3 ThePRC RMB100,000,000 100.00% 10000%  Property development
("Xiangyang Wuzhou International

Commercial City Co,, Ltd.")
EBRNERERAERAA 3 HE AR 100,000,007 100.00% 10000%  MEER

EnRNEREENERAR 3 ThePRC RMB20,000,000 95.00% 95.00%  Property development
("Longkou Wuzhou International
Commercial City Co,, Ltd.")

ENnHEREEAERAR 3 oq ARE 20,000,000 7T 95.00% B0 NEEE
IRINEZERAA 3 ThePRC RMB40,000,000 90.00% 9000%  Property development
("Jiangyin Wuzhou Property Co., Ltd.")

TRRNERARAT 3 fE AR 600000007 90.00% 0% MEERE
ERnNERRRAA 3 ThePRC RMB20,000,000 95.00% 95.00%  Property development
("Yantai Wuzhou Property Co,, Ltd.")

ERLNEZERAA 39 AR 20,000,000 95.00% GO NEER
RUBNEBRESERAT 3 ThePRC RMB20,000,000 61.00% 6100%  Property development
("Baoshan Wuzhou Intemational Plaza Co,, Ltd.")

RUDHERRSARLR 3 w8 ARE200000007T 61.00% 61.00% MEERE

BB ANER T2 RENAR LA 3 ThePRC RMB60,000,000 61.00% 61.00%  Property development

("Luoyang Wuzhou International Industrial
Exposition City Co,, Ltd.")
ARLNER TEREHERLT 3 JH ARH 6000000070 61.00% 61.00% MEEE
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49. PARTICULARS OF PRINCIPAL SUBSIDIARIES 49, KA ST EHE A Al fy 15

OF THE COMPANY (Continued) (&)
Place of
incorporation/ Percentage of the Company's
Name Notes  registration Issued/paid-up capital indirect ownership interest Principal activities
AL/
£H fid  ER4H BR/MRRA  GADABEEARREZAMM IEXH
2019 2018
Z8-nE 2)\E
ERmLNERERERAA 3 ThePRC RMB50,000,000 100.00% 10000%  Property development
("Ruian Wuzhou International Commercial
City Co., Ltd.")
REENERAESARLT 3 HE ARE500000007T 100.00% 10000%  WERR
A TENEREEBERARAT 2 ThePRC HK$1,950,000,000 100.00% 10000%  Property development

"Mudanjiang Wuzhou International Trade
Exposition City Co,, Ltd.")

HATRNER S E RN ERAR 2 HE 1,950,000 00070 100.00% 10000%  MEER
IHRRERRRAA 2 ThePRC USD80,000,000 100.00% 10000%  Property development
("Jiangsu Tongrun Property Co., Ltd.")

THREEXERLT ) & 80,000,000% T 100.00% 10000%  WEEE
RETPERHEREERAR 2 ThePRC RMB200,000,000 100.00% 100.00%  Property development

("Changchun Zhongnan Property
Development Co,, Ltd.")
RETHERHERERRAA 27 A 200,000,007 100.00% 10000%  WEER

PNANER I2RENREERAA 3 ThePRC RMB30,000,000 100.00% 10000%  Property development
("Zhengzhou Wuzhou Intemnational Industrial

Exposition City Property Co,, Ltd.")

BNRNES X REREHERR A 3 4 ARE50,000,000 7T 100.00% 10000%  MEER

BRANVEEFERERAR 2 ThePRC USD30,000,000 51.00% 51.00%  Property development
("Yixing Wuzhou Lisheng Commercial
Development Co,, Ltd.")

ERRNUBEERRERAT 2 HE 30000000%7 51.00% 5100%  MERE
BHER (2R EIERHAERLT 3 ThePRC RMB1,000,000 100.00% 10000%  Property development
("Wuzhou International (Yueging) Electrical

City Co,, Ltd.")
TMERE (&5 B TERRARAA 3 F ARH1,0000007 100.00% 10000% MERE
BRTAEXRERRAD 3 ThePRC RMBA0,000,000 100.00% 10000%  Property development

"Nantong Wuzhou Commercial
International Co., Ltd.")
HRRNEEREER LA 3 #E AR 60,000000 100.00% 10000%  WEEE
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49.

50.

PARTICULARS OF PRINCIPAL SUBSIDIARIES
OF THE COMPANY (Continued)

Note 1: Registered as limited liability companies under the Hong Kong

Companies Ordinance.
Note 2: Registered as wholly-foreign-owned entities under PRC law.

Note 3: Registered as limited liability companies under PRC law.

The English names of the subsidiaries which are
established in the PRC are for identification purpose only.

APPROVAL OF CONSOLIDATED FINANCIAL
STATEMENTS

The consolidated financial statements were approved and
authorised for issue by the Board of Directors on 18
August 2020.

50.

—NEFE+ZA=+—HLFE

49. KRB X EMBLARAINFES

(#8)

MIET : IRIBEFEB A REDIEMAER AT

MizE2 : BRARPBEEREMRIEBERE -

MIEES : R EEREMAAREMERT]

NS IEXZE@$1T%QETZ§€Y%$%
(EXAS= Rl
HEFESMBHHRE

REMBBRRENR T _ZFFN\A
TNREEESHEIRETIE -
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Summary Financial Information

3 M7
HEERBE
RESULTS For the year ended 31 December
#i5 BE+-A=1T—HLEE
2019 2018 2017 2016 2015
“B-NE —T-N\F T+F T-RF —T-1F
RMB'000 RMB'000 RMB'000 RMB'000 RMB’000
ARETR ARETT ARETT ARETRT ARETR
Revenue A 1,046,319 3,100,926 3,545,671 3,788,328 3,332,809
(Loss)/profit before tax Al (EE) /FE (3,535,497) (3,931,926) (278,142) 533,729 (344,586)
Income tax expenses FIEREY 418,696 (307,602) (296,351) (424,598) (216,798)
(Loss)/profit for the year F X (F18),/FiE (3,116,801)  (4,239,528) (574,493) 109,131 (561,384)
Attributable to: A& S
Owners of the Company AR AIHAE A (2,766,425) (4,215,744) (516,562) 100,573 (481,742)
Non-controlling interests ~ FF¥EiHE % (350,376) (23,784) (57,931) 8,558 (79,642)
(3,116,801)  (4,239,528) (574,493) 109,131 (561,384)
ASSETS AND LIABILITIES At 31 December
EEREE W+=ZB=+—H
2019 2018 2017 2016 2015
“E-hE TN\ T+F ZT-RF ZT-HF
RMB’000 RMB'000 RMB'000 RMB‘000 RMB’000
ARETR ARETT ARBTT AR®TT ARETR
Total assets BERE 15,329,038 19,105,557 24,845,357 23,469,858 21,001,762
Total liabilities BEEE (19,009,226) (19,668,944) (21,059,460) (19,319,563) (16,985,879)
(3,680,188) (563,387) 3,785,897 4,150,295 4,015,883
Equity attributable to KNABIEE AJE(GHEZS
owners of the Company (3,728,931) (962,506) 3,249,411 3,644,559 3,558,283
Non-controlling interests ~ FEIEAR R 48,743 399,119 536,486 505,736 457,600
(3,680,188) (563,387) 3,785,897 4,150,295 4,015,883
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